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MINUTES OF THE SELECT
COMMITTEE ON ECONOMIC DEVELOPMENT

February 3, 1983

The third meeting of the Select Committee on Economic
Development was called to order by Chairman John Vincent at
7:25 p.m. in the old Supreme Court Chambers in the Capitol
Building, Helena, Montana on February 3, 1983.

Roll call was taken and all members were present.

CHAIRMAN VINCENT stated that we are embarking on a mission
of the highest order to implement the will of the people of our
state. This is expressed by the overwhelming approval of Initia-
tive 95. He welcomed everyone present to the hearing on HB 100
and introduced the chief sponsor of the bill, Rep. Kemmis.

REPRESENTATIVE KEMMIS explained that HB 100 has been an
effort to involve the people of Montana in developing their own
economic program. Initiative 95 was intentionally written broadly
with a number of areas still to be defined. This was because
rather than put before the people something for their approval
or disapproval, there would be a plan already worked out as if
someone knew exactly what the form of economic development could
be. We wanted to put before the people an opportunity to take
in their own hands a significant tool for economic development,
put some general guidelines into their initiative and then ask
them if they approved (which they did). Beyond that we wanted
to ask the people exactly how they wanted to implement it. It
was for the purpose of asking the people that gquestion, that this
committee was established and I hope and am confident that is how
the committee will proceed.

I feel that eventhough we have a bill here, there may be some
suggestions on how we may improve it, and I welcome those from
whatever source and hope the committee will give full considera-
tion to all of those suggestions. He stressed that a number of
people have been involved in drafting this legislation, and wanted
to especially thank Governor Schwinden, Gary Buchanan, Buster
Schriber and the entire Governor's Special Committee for their
remarkable work on this bill. He called the committee's attention
to the fiscal note that accompanied the bill. He offered an
amendment that will change the fiscal note, see Exhibit 1. See
also Exhibit 2 for Statement of Intent to HB 100.

He noted that the Statement of Intent that has been prepared
is taking a course that he does not necessarily agree with. The
intent is in considerable detail how rules should be adopted, and
he feels the Statement of Intent should be more general. He then
introduced the joint sponsor of HB 100, Senator Towe.



Page 2

SENATOR TOWE asked permission to read the bill and explain
portions of it. He stated that many people have heard the com-
ment there is a shortage of capital in the state of Montana. It
is first necessary to distinguish between equity capital and lend-
ing capital. Equity capital is high risk, venture capital and not
anticipated to be repaid at the moment of interest, but the invest-
ment may be sold at a profit at any time. We are not talking about
that one. 1In regard to lending capital, we can do two things.
First, we can bring money into the state-—-and one of the other bills
will attempt to do that. The second thing we can do with lending
capital is to utilize some of the money already available in the
state. We are speaking of that portion of the Coal Tax Trust Fund
which under I-95 is to be invested in the state of Montana. He
explained portions of HB 100 to the Committee that he felt needed
to be clarified.

SENATOR CRIPPEN stated that originally he was against the
Initiative. It soon became apparent to him that as a representa-
tive of the people, he should be involved as best he could to see
that it was implemented properly. He wanted to commend the Commit-
tee that was involved and especially Gary Buchanan, who had provided
a great deal of insight to the committee. He explained the bill
evolved from a lot of compromises. Labor groups, environmentalists,
wind machine enthusiasts and others were all involved and they all
had to compromise. He said what is the issue of this bill is that
there will be additional capital available for small and medium
size business in the state. He stated that if the program is a
good and workable program, and has a good chance for success for
Montana and its people, he feels that he is under obligation to
support it in every way possible.

CHAIRMAN VINCENT asked for proponents to the bill.

PROPONENTS

REPRESENTATIVE FABREGA stated he would like to direct his re-
marks to the New Section 5, lines 14 through 18 on HB 100. He
noted that having served in the four previous session, he has felt
a strong feeling of frustration toward the investment policies
of the state of Montana and mostly blames the Board of Investments
and their attitude. This attitude is regarding the prudent person
and he feels that section 17-6-211 provided a straight jacket for
the prudent person of Montana.

GARY BUCHANAN, Director, Department of Commerce, explained
to the committee the flowchart. See Exhibit A.

BUSTER SCHRIBER, Chairman of the Temporary Committee on
Development Finance, stated his support of HB 100. He noted there
has been tremendous support for I-95, and being on the Board of
Investments made him more conscientious of the in-state investor.
He noted the Board of Investments has two alterations, and one is
the definition of "Financial Institution" on Page 2, line 2, sec-
tion (4). The board felt the definition should be redefined. The
second alteration would pertain to Page 3, section 4 regarding the
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powers of the board. These recommendations will be provided
to the committee later.

ED JASMIN, President of Northwestern Bank, stated that he
has had the opportunity to visit with Mr. Daniels regarding con-
cerns of this proposal. The bank supports this bill and has come
out publicly in support of HB 100.

DON JUDGE, Representative of the Montana State AFL-CIO, wanted
it noted that they support HB 100. See Exhibit B.

JERRY SULLIVAN, Vice-President of First Security Bank, ex-
pressed support of HB 100. He stated that if the funds were avail-
able today, it would be possible to make a loan to the gasahol
plant, a local nursing home and other businesses that need help.

It is necessary to provide jobs for the people of Montana and
expand the tax base. In summary, the First Security Bank supports
the use of Montana capital for Montana business by Montana lenders.

NANCY HARTE, Legislative Coordinator for the Montana Democra-
tic Party, gave testimony in support of HB 100. See Exhibit C.

STACY A. FLAHERTY, Representative of the Women's Lobbyist Fund,
stated their support of HB 100 and said HB 100 puts Montana's
money to work for economic development in Montana. See Exhibit D.

TERRY MURPHY, Representative of the Montana Farmers Union,
expressed their support of HB 100. He wanted to recommend to the
committee in Section 6, regarding Investment Preference, that lan-
guage be added that would specifically target agriculture and -
agriculture processing facilities. See Exhibit D-1.

FINN WOLSTAD, Owner of Nordak Company in Great Falls, stated
he has been a small business owner for 13 years. He emphasized
there is a tremendous shortage of capital in the state of Montana.
His original loan with Small Business Administration was for
$150,000. His first year in business more than that was paid out
in taxes alone. His company makes ski sweaters from Montana wool.
He compared the costs of buying knitting machines in 1960 at $6,000
each as to the 1983 knitting machine cost of $62,000 each. 1In 1960
the legal lending was $300,000. Today to equip the same plant it
would cost $4.5 million and the legal lending is $500,000. He stated
the largest bank in Montana can only handle a loan for $1.5 million.
His research shows there are 18,000 small businesses in Montana,
and per capita we have more small businesses than any other state
in the union. Eventhough Montana has an excellent university system
we are paying to educate our young people and are then sending them
out of state to get jobs. He expressed his support of HB 100 and
feels that Initiative 95 is a step in the right direction.
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JOHN BALFANZ, Vice-President and Sales Manager of Nordak
Industries, gave background information on manufacturing winter
products. He works for Mr. Wolstad of Great Falls, and stated
that Nordak in Great Falls employees 60 people. He stated that
Mr. Wolstad cannot grow in the state of Montana. He explained
his frustration in getting a loan from any of the banks. He sum-
marized by stating that Mr. Wolstad has been approached to move
his Nordak operation to Los Angeles where they are anxious to
have his product and will finance all the expansion he needs. He
stated this is what happens when a Montana business reaches 1.2
million and hopes to expand. Only Montanans have something to
lose by not supporting their own base. .

BILL BEAMAN, Vice-President of D.A. Davidson & Co., stated
their company in October 1982 issued a press release stating that
Initiative 95 was a good way to improve Montana's future. See
Exhibit E.

DON REED, Representative for the Montana Environmental Infor-
mation Center, stated support for HB 100. His group would like to
offer several friendly but critical comments. See Exhibit F.

DICK BOURKE, Vice-President of the Development Credit Corporation
of Montana, stated this bill is the product of much debate and hard
work by individuals representing both professional financial disci-
plines and the general public and as such should be considered to
represent a consensus of these individuals. See Exhibit G.

CAROL DALY, President of the Economic Development Association,
expressed their organization feels that Finn Wolstad does not have
a unique problem in Montana. Long-term, fixed rate financing has
become harder to find, because banks and other lenders are properly
wary of tying up their resources with too low a return for too long
a period of time. See Exhibit H.

JEFFREY M. KIRKLAND, Representative of the Montana Credit
Unions League, expressed support of HB 100. Their League, however,
did propose an amendment to HB 100. See Exhibit I.

PAT WILSON, Representative of MONTCO Coal Company, stated her
group would like to disagree to the subsection (3), page 4 in
regard to renewable resources and alternative energy production.
She stated that working for a coal company, they feel by meeting
state and federal controls, they are providing a clean and healthy
environment. She feels Montana's ace in the hole is its Montana
resources, and Montana needs to look at its natural resources as
an industry to provide much needed jobs.
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JACK TRUZZOLINO, Owner of Truzzolino Food Products Co.,
Butte, Montana, stated that he tried everything he could to get
the amount of capital to expand his business. See Exhibit J.
His main concern to HB 100 is the one restriction on the loan
fund should be removed, in particular the requirement that a
company be 51% Montana owned.

JIM MCNAIRY, Representative of Alternative Energy Resources
Organization, stated their support for HB 100. They believe it
conforms substantially to Initiative 95 and it represents a good
faith attempt to legislatively implement the Initiative. However,
they would like to offer several comments on the bill. They hope
the Committee will consider amending the bill so that the Board is
- discouraged from investing in businesses whose primary activity is
the extraction or processing of non-renewable resources. Other
concerns were explained in Exhibit K.

JOHN HOLLOW, Representative in Home Building Industry, ex-
pressed support of this bill. He stated that Finn Wolstad, the
previous speaker, would not be eligible for a loan because of
the criteria for a small and medium size business. He felt the
preferences should be looked at. He noted the home building busi-
ness will benefit because money will be loaned for the building of
a house, so they are not concerned about being on the preference
list.

JACK MARTINZ, Superior Fire Apparatus, stated his support of
HB 100. His way of doing business was to pay as you go and it
has taken him 20 years to get where he is today. He feels that
many businesses in Montana do not have 20 years to wait. He stressed
there is a crying need for small businesses to have financial help.
If we don't get more industries paying taxes in the state of Montana
we will be in trouble. He would suggest that everyone put personal
preferences aside to help Montana industries grow and add to the
economic base in Montana. He stated there is a great deal in finan-
cing and promoting Montana products, and he has found it easier to
sell his products in other states and countries than in the state of
Montana. He feels publicity is needed to bring out the problem
of struggling businesses and also promoting the products that are
manufactured in Montana.

MIKE FITZGERALD, President of the Montana Trade Commission,
stated his organization supports HB 100. He feels that HB 100
is one of the most progressive and superior pieces in Montana for
small and medium size businesses. He would particularly like to
support the changes in the preferences on page 4, section 6,
point (3) emphasizing conservation, renewable resources, and al-
ternative energy productions.
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MR. MARCEL, Community Development Director in Polson, supported
HB 100. He wanted to relate that a gentleman he knows in his area
received an opportunity for a federal contract over $2,000,000. He
came within 24 hours of losing that opportunity because of the re-
straints that came about in putting that financial package together.

KEN MACMAN, Billings Business man, feels this is one of the best
pieces of legislation in the state of Montana. He stated he is in
the manufacturing business, and that it is indeed difficult to get
the money necessary to keep a business going. He has a new product
that has a world market and he has found that Montana is the hard-
est place to develop this product. He feels HB 100 could help many
businesses, but in his case it is too late. He is presently look-
ing to move his business either to Canada or Nebraska, because these
areas are very interested in his product and don't feel that the
economy is too bad to invest in it. He feels that in Section 6,
Investment Preferences, something should be added regarding agri-
culture processing plants.

STEVE BROWN, Lobbyist for Montana Independent Bankers, hardily
endorses preference for agricultural businesses. The Bitterroot
Valley is an example of a once agricultural area that has since
changed. His second suggestion is HB 100 should indicate preference
for high unemployed Montana areas. Communities such as Butte and
Anaconda already have in place housing and people who want to work.
Increase in business in those areas are the best way to stabilize
those economies. He noted that in Montana we have an old acid
mining draining problem in many of the streams, which were related
to past Montana mining practices. He would like to see considera-
tion in the preference section to anyone who would go into an area
where there is a pre-existing mining problem if they would improve
the area. He stressed that this type of activity would definately
want to be encouraged.

CHAIRMAN VINCENT asked for any opponents to HB 100.
OPPONENTS

MONTANA BANKERS ASSOCIATION, submitted written testimony
in opposition to HB 100. See Exhibit L.

MONTANA CHAMBER OF COMMERCE, submitted written testimony
in opposition to HB 100. See Exhibit M.

CHAIRMAN VINCENT opened the meeting to questions by the
Committee.

REP. VINGER asked Sen. Towe to explain the types of loans
mentioned in his bill.

SEN. TOWE explained the long term CD and other types of
loans.



Page 7

REP. RAMIREZ asked Mr. Macman exactly what product he was
speaking of during his testimony.

MR. MACMAN explained that the product he was referring to was
a haybaler that rakes more leaves than any other bale. He noted
that his baler has a worldwide market.

REP. FAGG asked Sen. Crippen to explain the different prefer-
ential treatment for various types of loans.

SEN. CRIPPEN stated the preferential treatment was probably
the most discussed area in their committee. He stated that he
personally had a great deal of reservation regarding this. He
noted it was intended to be very general, not specific. The reason
it was necessary to be general was to provide the Board the dis-
cretion it would need to have. He noted that he would love to
have more jobs come into the depressed areas, but this bill is
meant for the entire state of Montana and not just one local. It
is for all parts of the economy, not just for jobs. One of the
reasons we have the Economic Development Board rather than the Jobs
Development Board is because jobs are one of the three things that
make up the economy. The other two are capital and management.

CHAIRMAN VINCENT asked Senator Towe to explain the small and
medium size business term adopted by the board in regard to a
comment in previous testimony that Mr. Wolstad of Nordak in Great
Falls would not be eligible for assistance.

SENATOR TOWE stated that he doesn't know all the details of
Nordak, but he feels this company would qualify for assistance,
because it meets the Small Business Administration tests. He
feels it is necessary to leave this decision to the board, and
they can adjust it as the need arises. He wanted the Committee
not to be afraid of the word "small", because it is actually quite
large.

REP. NEWMAN asked Rep. Kemmis for clarification on financial
institutions wording in the bill.

REP. KEMMIS explained the definition of financial institution
on Page 2, line 2 is the new language of this bill. He stated
he wanted to point out he doesn't quite agree with the Credit
Union League assessment to whether or not they would be included
in this program. They are not included in the permissible list
of investments, but both HB 371 and HB 100 allow investment out-
side the permissible list. He feels this clearly applies to
credit unions without an amendment.

CHAIRMAN VINCENT asked Rep. Kemmis if he would like to close.

REP. KEMMIS thanked those who had testified and participated
with the committee in helping to develop this bill. He noted the
Montana Bankers Association, who appeared in court today to argue
against I-95, had a perfect opportunity tonight to speak to the
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public in regard to their opposition rather than slip their
testimony under the table. Suggestions this evening in regard

to changing parts of the bill have been very constructive, but

he would like to suggest a general approach to the matter be kept.
The reason I-95 was introduced in the first place was that Montan-
ans really wanted to build a kind of society they wanted and they
didn't have to be stimied by the lack of the possibility of build-
ing a better economy.

CHAIRMAN VINCENT announced the Committee would now go into
Executive Session.

EXECUTIVE SESSION

CHAIRMAN VINCENT asked for discussion on House Bill 325.

REP. HARPER moved that HB 325 be TABLED. It was seconded by
REP. VINGER. The motion carried unanimously.

The Committee members discussed the amendments as proposed in
House Joint Resolution 1ll. See Exhibit N.

REP. HARPER moved that House Joint Resolution 11, DO PASS,
AS AMENDED. The motion carried unanimously.

The meeting adjourned at 10:20 p.m.

resentatlve John Vinkent
Chairman

zle Grover
Secretary
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STATE OF MONTANA

-8 .
REQUEST NO. __%28.-_3_._
FISCAL NOTE J
Form BD-15
In compliance with a written request received January 27, ,19 83 | there is hereby submitted a Fiscal Note
for House B.ill 100 pursuant to Chapter 53, Laws of Montana, 1965 - Thirty-Ninth Legislative Assembly.

Background information used in developing this Fiscal Note is available from the Office of Budget and Program Planning, to members
of the Legislature upon request.

DESCRIPTION OF PROPOSED LEGISLATION:

House Bill 100 creates an in-state investment fund to be adm1nlstered by the Montana
Economic Development Board.

ASSUMPTIONS:

1) Funds available for investment will be $12.332 million for FY 84 and $15.384
million for FY 85.

2) The interest rate is assumed to be the market rate or the same as on the rest
of the coal trust fund.

3) Seven (7) member board.

4) Three (3) person staff.

FISCAL IMPACT:

Total
FY 84 FY 85 Biennium ‘w/
Expenditures under proposed legislation
Personal Services $122,984 $122,521 $245,505
Operating Expenses 77,401 80,389 157,790
Equipment 5,010 -0- ' 5,010
Legislative Oversight Committee 12,500 12,500 25,000
Total Expenditures Under Proposal $217,895 §214,410 $433,305
Expenditures Under Current Law ‘ $ -0- ' $ -0- § ~0-
Increased Expenditures A
to state investment fund $217,895 $215,410 $433,305

Revenue Impact:
General Fund revenues will be reduced
because earnings on the in-state
investment fund will be deposited
in the state investment fund rather

than into the general fund. $405,723 $2,076,124 ,$2,481,847

Continued ‘s ) 5? VV\ \:j;

‘ BUDGET DIRECTOR

Ofﬁce of Budget and Program Planpir

Date: , - 8 3 d




NOTE:

Section 11 of House Bill 100 requires the board to consider the long term benefit
to the Montana economy when calculating the rate of return for any investment

from the fund. If this means that loans are made at less than market rate,
then interest earnings will be reduced.

FISCAL NOTE 9:2/2



MR... SPORREX
8‘1 o mth --------------------------------------------------
We, YOUT COMITHETEE ON .....ccceeceririeenrrioseiinteesoiistrncesssiststeresosssnessenssssrssssrassassssencscessssassasoses
having had under consideration ..... RORSR. JOIRE ROBSAIBLLOR. .............coooerecres 0 No.. &L ...
__®fiyst (eading copy (_%)

“A JOINT RESOLUTION OF THR Bxllﬂkvllb THAE ROUSE OF REPRESENTATIVES

TO REDUCE THE IMPACT OF CESSATION OR SUSPENSION OF INDUSTRIAL
ACTIVITY."
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addrass the long term ramifications of natural rescurce
extractive and proceesing industries in a manner which would
have protected future generations from the adverse effects of
“boon and buat®™ econcmic cycles; and*

2, Page 1, line 11,
Following: *ig*®
Insert: “*now”

3. Page 2, iine 24.

Pollowing: “history®
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Insert: “should not®
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4. Page 2, 1line 25.

Ffollowing: “treatmant®”

Strike: remainder of line 25 through "life* on line 1 of page 3
Insart: “of workers who have committed their lives®

S. Paga 3, line ll.

Following: line 10

Insert: “BE IT PURTHER RESOLVED, that a copy of this resolution
ba sent to the governor of the State of Montana, the president
of the Atlantic Richfield company, the president of the
Anaconda company, the board of directora <f the Atlantic
Richfield company, and all others whom it may concern.*
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AMENDMENT TO HB 100:

A BILL FOR AN ACT ENTITLED: "AN ACT TO IMPLEMENT SECTION 3

OF INITIATIVE 95; CREATING AN IN-STATE INVESTMENT FUND TO BE
ADMINISTERED BY THE MONTANA ECONOMIC DEVELOPMENT BOARD:; PRO-
VIDING FOR TYPES OF INVESTMENTS TO BE MADE: AMENDING SECTIONS
17-6-201 AND 17-6-211, MCA; AND PROVIDING AN IMMEDIATE EFFEC-

TIVE DATE."

BE AMENDED AS FOLLOWS:

1. Page 3, line 6.
Following: “principal”
Strike: "and interest"

2. Page 9, line 19.
Following: "board"
Strike: ‘“"may"
Insert: ‘"shall"

3. Page 10, line 15.

Following: "which"
Strike: "men"
Insert: '"people"

AND AS AMENDED
DO PASS
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Statement of Intent - House Bill 100

1) A statement of intent is required for this bill because
it grants rulemaking authority to the Montana economic develop-
ment board in section 16. These rules will include definitions
of small and medium-sized businesses, a method of commitment of
funds to financial institutions, setting service fees for loans,
defining types of permissible investments, and procedural rules
to govern the board's proceedings.

2) It is the intent of the legislature that:

a) the definitions of small and medium-sized business be
based on either the number of employees of the business,
the level of capitalization of the business, or a
combination of these factors:;

b) the method of committing funds to financial
institutions be similar to the method utilized by the
board of housing for committing funds for housing
developments to financial institutions;

c) the level of service fees be set to cover the costs
associated with processing the investment and be similar
to those charged by financial institutions;

d) the permissible investments adopted by rules be

based on the long-term benefit to the Montana economy and
adhere to the prudent-man rule. The investments should
be aimed at diversifying, strengthening, and stabilizing
the Montana economy and increasing employment
opportunities while maintaining and improving clean and
healthful environment;

e) the procedural rules be based on the attorney
general's model rules.

GP2/SI HB 100
EXHIBIT 2



25% OF COAL TAX
DEPOSITS
13 MILLION lst YEAR

MONTANA . ECONOMIC DEVELOPMENT BOARD

MEMBERS APPOINTED BY GOVERNOR

I95 FUNDS

INDUSTRIAL, COMMERCIAL & RESID. MORTG.
REAIL ESTATE

LONG TERM CERTIFICATES OF DEPOSITS
BUY AND LEASE BACK FINANCING
CONVERTABLE DEBT

COMMERCIAL LOANS

REPURCHASE AGREEMENTS

EQUIPMENT LOANS

SBIC LONG TERM FIXED RATE DEBENTURES
BONDS

* A X F X A X X X %

LIMIT SIZE TO 10% OF FUND,
LIMIT STATE PARTICIPATION
TO 80% OF LOAN

BANKS, SAVINGS & LOANS, CREDIT UNIONS, INVESTMENT CO.

[ -

LONG TERM LOANS TO MONTANA BUSINESS, INDUSTRIES, FARMS,
HOMEOWNERS, ETC.

EXHIBIT A



Box 1176, Helena, Montana

JAMES W. MURRY ZIP CODE 59624
EXECUTIVE SECRETARY 406/442-1708

TESTIMONY OF DONALD R. JUDGE ON HOUSE BILL 100, SELECT COMMITTEE ON ECONOMIC
DEVELOPMENT, FEBRUARY 3, 1983

I am Don Judge, representing the Montana State AFL-CIO.

We support House Bill 100. We have several suggestions for
amendments to address the targeting of the funds.

The Montana State AFL-CIO supported Initiative 95, as did most
of the voting public. The purpose was clearly to invest Montana money in
Montana, for the benefit of the Montana economy.

lle have no position on most of the details of this enabling
legislation. But we do have some thoughts on the targeting of the investments,
and some possible amendments.

[-95 was a good idea, but it will provide only a very small
amount of money for in-state investment, compared to our economy. The fiscal
note assumes that $12.3 million will be available for investment during
the first year of operation, and $15.4 million more will be available during
the second year. That is a good deal more than 1 am able to comprehend.

But it is very small peanuts when you are talking about the needs of establishing
new or expanding existing businesses.

Because the amount is so small, the actual effect on jobs will
be minimal. However, it is a step in the right direction of investing Montana
money in the way that brings the best return, not just in interest earned,
but in new jobs, an expanded tax base, and new revenue from business and
individual taxes at all levels of government.

The targeting of this limited amount of capital is important.
Targeting says that businesses which meet certain criteria get priority.

It is only appropriate, with limited funds, to specify which sorts of
businesses are the most desirable for the economic well-being of the state.

[t is our proposal to add three additional investment preferences
to Section 6 of this bill. These would not lead us to seven absolute
categories, which must be met by every business, but rather to seven kinds
of criteria which could give a business preference, when an investment offers

equal or comparable security to another investment.
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First we would like you to consider an amendment giving priority

. areas of high and chronic unemployment. If in the opinion of the board,

o investment opportunities offer equal return and security, why not target

A“ 4rea which needs it worse? Pennsylvania does this, having its Industrial
nevelopment Authority designate "critical economic areas", divided into

w hree levels of seriousness.

In Tine with the Pennsylvania idea, may we suggest as a beginning
point for discussion, amending section 6 on pages 3 and 4, to add a new
subsection (5) as follows:

"(5) are made in counties or groups of counties designated as
"critical economic areas" by the Montana economic development board. Such
areas will be prioritized as areas which (a) have had unemployment rates
at least 5% above the state average for the last two years; (b) have had
unemployment rates at least 1% above the state average for the last two
w years; and (c) have had unemployment rates at least 1% above the state

average for the last one year;".
- We also suggest a new subsection (6) to read as follows:

"(6) pay the prevailing wage for that occupation, or utilize
contractors who pay the prevailing wage for any construction made possible
by the state investment;".

When businesses pay the prevailing wage, rather than paying
poor wages to their employees, those businesses are far more desirable to

~ the state and the communities in which the workers live and spend their
e paychecks.

A final amendment might be to add subsection (7) as follows:
;, "(7) meet or exceed the state standards for affirmative action
in hiring veterans, women, minorities, and the handicapped."

Here again the intent is obvious. Businesses which are good
neighbors ought to have a priority, for the limited funds which are available.

The proposal to have a second board, other than the current
Board of Investments, came up in the course of discussions about [--95.

It was proposed to ease the conflict between dfffering sets of criteria

w for investment of the in-state investment fund and all other funds administered
“wby the Board of Investments. That seems like a good idea, and we feel it

o Should be composed to include representatives of the public and labor.



fIMONY OF DONALD R. JUDGE
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We urge you to vote for House Bill 100, and to add the three
amendments we have proposed.
Thank you.
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M

TESTIMONY PRESENTED TO THE HOUSE SELECT COMMITTEE ON ECONOMIC

DEVELOPMENT SUPPORTING HOUSE BILL 100, TO CREATE AN IN-STATE
INVESTMENT FUND.

Mr. Chairman and members of the committee, for the record my
name is Nancy Harte, legislative coordinator for the Montana
Democratic Party.

House Bill 100 is one of several pieces of legislation that
puts into effect Initiative 95, the initiative passed overwhelmingly
by the voters of Montana last November. This bill sets up the
in-state investment fund through which Montana businesses can
benefit from the investments made by the state.

The vote on I-95 was a clear mandate from the people of Montana
that they want at least a portion of state coal tax revenues
invested in Montana. The package of legislation that will put I-95
into effect is going to be one of the most positive things this
Legislature can do to help Montana's economy. It will give Montana's

economy a much-needed shot in the arm when it needs it most.
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The by-prodﬁct of a healthy business economy is jobs. And the
impact of the I-95 legislation on employment is so great that
the Democratic Party would éctually like the Montana Economic
Development Board, as it is termed in the bill, to be known as
the Montana Jobs Developnment Board.

We would also concur with testimony presented by other groups
here tonight including in section 6, the section that lists
preferences in investment, language that would include businesses
with Affirmative Action policies for women, minorities and the
handicapped; that would target funds towards economically depressed
areas and that would give preference to businesses that pay the
prevailing wage. »

HB 100 is a good bill for workers, business and Montana's

economy, and we urge you to pass this bill.



WOMEN'S LOBBYIST ./_%
FUND e

TESTIMONY BY STACY A. FLAHERTY, WOMEN'S LOBBYIST FUND, ON AMENDMENT
TO HB 100, BEFORE SELECT COMMITTEE ON ECONOMIC DEVELOPMENT, FEBRUARY 3,
1983

Initiative 95 and HB 100, its implementation are unique kinds of legisla-
tion for Montana. HB 100 puts Montanans' money to work for economic develop=
ment in Montana. It also lists preferences for the kind of Montana we want.
to see develop. When we wrote our new state Constitution, we made one of :
the strongest commitments of any state to equality on the basis of sex.
(Montana Constitution, Article II, Section 4). Certainly, part of the
kind of Montana we want to see develop is one of equal partnership with men
and women working together for our economic future. Giving preference to fir
which have Affirmative Action plans will promote this goal.

This bill comes at a unique political time given the national context.
The Reagan administration has stopped enforcing EEOC (equal employment
opportunity) guidelines and affirmative action requirements. 1In our economic
development package giving preferece to firms with Affirmative Action program .
will help replace some of the incentive for equal employment opportunities
which used to exist at the federal level. With more and more women joining
the employed labor force, women heading up more single family households, and
women working to make necessary comtributions to their families' economic
needs -~ ensuring equal employment opportunities in Montana is more important
now than ever before .

In job training apprenticeship programs, state government hiring,
and other programs we have already made a commitment to affirmative
action. The same practice needs to be emphasized in our economic
development package, especially if we are going to acknowledge the role that
women should and do play in economic development. As we take an innovative
and bold stride to control our economic future we need to renew our commitmen:
to affirmative action to ensure true equal economic opportunity in Montana.

We urge tnis committee to include an amendment to HB 100 which would
give, among investments of equal or comparable security, investment preferenc:
to firms which have affirmative action plans.

PROPOSED AMENDMENT:
Section 6.p.3-4
Add new subsection (5) following -
"(4) benefit small - and medium-sized businesses as defined in rules adopted

by the board." {lines 7-8)

(5) have demonstrable affirmative acticn plans.
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SUGGESTED AMENDMENT TO HB 100

Section 4. Investment Preferences. Add new subsection (3) following
"(4) benefit small—- and medium—sized businesses as defined in rules

adopted by the board.™

(5) benefit businesses engaged in the processing of Montana’s
agricul tural products.

This amendment seeks to fill one gap in the overall development
finance proposals presented to the GSelect Committee on Economic
Development. That is, the important role agriculture plays in the
state-—now, and in the future—--deserves special attention,

As Representative Asay pointed out at the last meeting of the
committee, the future oaf Montana agriculture lies in innovative
processing and marketing of our agricultural products.

The idea i1s to add more value to Montana-produced agricultural
products before they leave the state. The processing not only creates
jobs in Montana in the processing business; it also improves the
markets facing the agricultural industry as a whole.

Such processing facilities could well be arganized as caoperatives
among those farmers and ranchers whose products would be processed.

The state of Vermont currently has an Industrial Revenue Bond program
which is tageted for further processing of agricultural products. As
we receive maore information about the size, scope and organization of
the program, we will inform the committee if they so desire.
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My name is Bill Beaman. I'm a Vice President of D. A.
Davidson & Co., and Office Manager for our Helena, Montana
office. D. A. Davidson & Co. is Montana's oldest investment
banking firm started in 1935. We have nine (9) offices -- eight
located in Montana and one in Williston, North Dakota, and
employ approximately 140 people. Our capital position now
is about $7 million, which makes us the largest independently
owned brokerage firm in the Northwestern United States.

On October 25, 1982, we issued a press release stating
that Initiative 95 was a good way to improve Montana's future.
Specifically, we felt that not often is there an opportunity
that comes along for each of us to take a major step in
controlling our State's destiny. We recommended voting YES
for Initiative 95 because it was such a step--a chance to make
much needed capital available for Montana businesses to expand
and-to create more jobs and a better Montana economy.

We at D. A. Davidson & Co., Montana's Oldest and Largest
Investment Firm,and as a major financial institution , feel an
obligation to support Initiative 95.

In line with our very positive stance on Initiative 95, Mr.
Gene Hufford, who is our Senior Vice President in charge of our
Municipal Bond Department, served on the Governor's temporary
committee and the subcommittee for the Umbrella Revenue Bond Bill.
Mr. Jon Marchi, who is our Vice President of Marketing and
Research, was the Chairman of the Governor's temporary subcommittee
for Development Venture Capital. Mr. Marchi's subcommittee
developed the Capital Company Concept and that bill is now being

drafted. Both Mr. Hufford and Mr. Marchi will be available to
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testify when those respective bills are ready to be heard.
There is no question in our minds that there is tremendous
need for development equity for Venture-type capital in this
State. We see that need every day from all the investors and
businessmen that we are in constant contact with. We believe
that Initiative 95, through the proper implementation, is a
step in the right direction in trying to solve and meet part

of that need.



HE 100
Fresented to the House Select Committee on Economic Development
By the Montana Environmental Information Center
February 3, 1983
HE 100 not only represents several hundred person hours of work. It

also represents a new and different approach to economic development
in Montana. All too often in ow history, some have advocated

reducing environmental, consumer, wor bker and general public
protections as the only means of promoting economic development.
Today, that approach is couched in terms of ‘“sending signals" to

industry by reducing those same protections.

But sending & signal is a passive act. The signal sender depends upon
the reaction of some distant receiver. HBE 100 is active. It  means
actively pursuing our own economic destiny, on our own terms. For
that reason alone, HE 100 will succeed where signal sending will not.

There are many good things to say about HB 100, Rather than merely
lauding the legislation, however, we would like to offer several
friendly but critical comments.

HE 100 has no clear statement of policy. I-92% does make such policy.
It would be helpful, however, to have a clear and concise policy
statement to the effect that Mantana intends to puwrsue economic
devel opment fr-om within without sacrificing ow high quality
environment and lifestvyle.

HE 100 also does not state explicitly how the money will be channeled
to businesses. We have talked about long-term certificates of deposit
tied to in-state investments and purchasing mortgages in the secondary
market. But the bill only permits "any in-state investment authorirzed
by its rules in addition to those investments auwthorized” in the list
in 17-6-201, MCA. More specificity would certainly be helpful and
well within the purvue of this committee.

The preferences expressed in Section 6 of HR 100 are crucial to its
effectiveness. The funds available for investment under this
legislation are limited. They must be carefully targeted to maximize
their effectivensss. During the meetings of the Temporary Committee
on Development Finance, several businesspeople expressed the concern
that a system of preferences would restrict the program to the point
where businesses would not want to participate.

When asked about this argument, Beldon Daniels responded, "“That®s
ridiculous." He pointed out that the most successful programs of this
type around the country are very specifically targeted on a wide range
of criteria.

Targeting also makes sense in light of the fact that I1-928% money is

EXHIBIT F



public money and should be invested in accordance with other state
policies. I+ those obtaining I-95 money exemplify conformance and
exceeding those policy goals laid out in Montana law, then the public
benefits from the example.

Finally, we would like to offer an amendment to address the one real
gap in the development Ffinance proposals to date. That gap is
agriculture. We should add a specific preference for those businesses
which are engaged in the processing of agricultural products.



DEVELOPMENT CREDIT CORPORATION OF MONTANA

P. O, BOX 918
HELENA, MONTANA 59601

TELEPHONE
442.36830

Testimony in Support of House Bill 100

Mr. Chairman and members of the committee:

My name is Dick Bourke and I am the Vice-President of the
Development Credit Corporation of Montana. I was also a member
of the Governor's Committee on Development Finance. As you know,
this comnittee assisted in developing this bill, and endorse it.

The Development Credit Corporation is a private, for profit business
development corporation chartered under Montana state law. We have an
existing capitalization of about $250,000, and are the only organized
financial institution in Montana capable of providing risk and equity
capital to worthy Montana businesses.

We support the passage of House Bill 100 as a well conceived
means to implement the desires of Montana's citizens as expressed in
Initiative 95. This bill is the product of much debate and hard work
by individuals representing both professional financial disciplines
and the general public, and as such should be considered to represent
a consensus of these individuals.

However, 1 do have three minor amendments that I will offer for
your consideration. I believe these amendments will make a better bill
and allow it to achieve its objectives more efficiently and effectively.
As a financial institution which would like to participate in any programs
resulting from the passage of HB 100, we are particularly concerned
with the workability of the legislation. For this reason, I feel that
part of the definition of '"clean and healthful' environment, that which
refers to being ''relatively free" from pollution on page 1, line 22, is
ambiguous and could lead to extended debates which may never be resolved.
We feel that this part of the definition ought to be struck and that it
simply refer to being in compliance with federal and state laws.

We must not lose sight of the fatc that Initiative 95 was principally
supported because Montanans wanted econamic development and more jobs.
In my judgment we must take extra care to draft this legislation so that
it is clear and unambiguous, is not considered too restrictive by the
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page 2

financial comunity which must implement it, and is focussed directly
on stimulating economic develonment in Montana.

My second proposed amendment concerns part of the preference
section, subsection (3) on page 4, lines 5 and 6. 1 suggest you
strike the language beginning''with emphasis on .." This is not
because I do not feel these are worthy econamic goals, but because the
state of Montana already has over half a dozen programs designed to
achieve these objectives, all of which comnitt public resources to
encourage the development and comercialization of conservation, alternative
energy or renewable resources. We have tax deductions and tax credits
to encourage the installation of energy saving devices or alternative
energy systems, and property tax exemptions for the latter (Sections
15-32-103, 15-32-109, 15-32-201, 15-6-210.) We have tax credits for
utilities and financial institutions to implement low cost loan
programs to stimulate energy conservation (Section 15-32-109.)

About $1.5 million per year from the coal severance tax revenue is now
eammarked for renewable resource and alternative energy develooment
programs, including provisions for either grants or loans for purposes
including commercialization (Sections 90-2-107, 90-2-111, 20-4-105.)

I feel that these public policy goals are being well served by these
existing programs, and that including them in this preference section

is unnecessary. Again, this legislation should be as free from restrictions
or preferences as possible.

Finally, 1 have an amendment replacing the word ''security' on
page 3, line 21, with the word ''return'. The security may be same for
two different investments with substantially different returns. I do
not feel that this preference section was intended to provide latitude
when different investments had different returns, but only when two
or more investments had similar returns. This amendment would, I believe,
help clarify this point.

Thank you.
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/ DEVELOPMENT CREDIT CORPORATION OF MONTANA

P. O. 80X 916
HELENA, MONTANA 59601

TELEPHONE
442.3850

Proposed Amendments to HB 100

p.1, lines 22-23

Strike: ''that is relatively free from pollution which
threatens human health, including as a minimum,"
Insert: "in"

p.3, line 21

Strike: '"security"
Insert: ‘'return"
p. 4, lines 5-6

Strike: ''with emphasis on conservation, renewable resources,
and alternative energy production.”
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ECONOMIC DEVELOPMENT ASSOCIATION
Post Office Box 1093 . Helena, Montana 59624 e February 3, 1983

STATEMENT IN SUPPORT OF H.B. 100

The vast majority of businesses and industries with which our
membership works are small and Montana-owned. Generally they
are in start-up or expansion phases, and their owners' personal
resources have been strained to the limit to finance their
early development. Many are undercapitalized; even more are
not able to use available capital resources to their best
advantage.

Both start-up and expansion efforts consume large amounts of
capital, without producing immediate returns. The first items
off the assembly line may come several months after the firm
first begins operations. In-between, operating costs must
still be covered. This is the area of financing which the
owners capital and short-term debt should address. Acquisition
of land, plant construction, and equipment purchases should be
financed with long-term debt, which can be paid off during the
life of those capital assets. Too often, however, the owners'
scarce resources must be used to make high down payments on
those major assets, leaving little or nothing for operating
capital.

Increasingly, long-term, fixed rate financing has become harder
to find. Banks and other lenders are properly wary of tying

up their resources with too low a return for too long a period
in times when interest rates have demonstrated a propensity to
rise or fall rapidly and unpredictably. Borrowers, on the
other hand, are reluctant to sign up for loans with uncertain
debt service requirements. Short term loans with variable
interest rates and balloons are even more threatening. The
Canadians call them bullet loans. In the East we have heard

them referred to as neutron loans -- they go off and kill the
borrower but leave the property intact. Certainly there is no
advantage to that -- for either the borrower or the lender.

We have enough closed plants, empty buildings, and half-vacant
industrial parks to commemorate improperly financed businesses
~-- or businesses that never started at all.

We had hoped that SBA's much-touted 503 program would provide
at least a partial solution to our problems in financing bricke
and mortar projects, but 503 performance has been disappointi
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This is not, we hasten to point out, due to any failure on
the part of the Montana District Office of SBA, but rather
is attributable to the Denver regional office's establishing
approval policies which are not compatible with Montana's
industrial needs.

There are other circumstances which have made it difficult for
otherwise financially-sound small businesses to get needed
long-term financing. Industries with facilities on leased
ground (such as airport-based industries or recreational
businesses operating on federal lands) find it hard to get

bank loans for plant construction. Special purpose buildings
are also difficult to finance, no matter how viable the company
which wishes to build them. Large construction projects, or
even the acquisition of substantial amounts of sophisticated
equipment, may strain the limits of local financial institutions
in less urban areas.

We believe that the passage of H.B. 100 would be a significant
step forward in helping sound Montana businesses and industries
to develop and expand in the state. For too long we have been
operating with too narrow an array of available financing tools.
We have looked to our conventional financing institutions to
meet all of our financinag needs, without giving them the
supportive resources that they require. We have made it harder
to do business in Montana. We have an opportunity to correct
those problems now, and the Montana Economic Development
Association urges you to help make that possible through
passage of H.B. 100 and some of the other development finance
programs which the Administration is presenting for consideration.



PROPOSED AMENDMENT TO HOUSE BILL 100:

Although credit unions are included in the definition of "financial institution"
on page 2, line 4 of House Bill 100, they are mot included in the actual mech-
anics of the bill. For example, on page 3, lines 14-18, the bill states that
"The Mantana in-state investment fund must be invested in the securities
authorized as permissible investments under 17-6-211...." Yet credit unions
are not included in Section 17-6-211(e), which lists "interest-bearing deposits
in banks, building and loan associations, and savings and loan associations
located in Montana..." as permissible investments. In addition, the language
on page 10, lines 24 and 25, states that "All state funds shall be invested

and re~-invested in securities enumerated in 17-6-211...." Again, credit

unions are not listed in that Section.

" PROPOSED AMENDMENT: page 14, line 4--strike "and" before "savings and loan
associations"; insert ", and credit unions" following "savings and loan
associations."”

loan associations, amrd savings and loan associations, and credit unions located

-

THESE AMENDMENTS ARE PROPOSED BY THC MONTANA CREDIT UNIONS LEAGUE.

S Wi
232 Fesing) Uost
Weng, INT X230\
KXZUg( &S&K\\\o@&\t Xﬂ\s@x&f\% C\(&&z \Xw\\ms\ia&m
2-%-82
g“??“‘)t \’5?‘?\'\ NN

EXHIBIT I



TRUZZOLINO FOOD PRODUCTS CO.

104 North Parkmont
Butte, Montana 59701

406) 494-3132

HEARING ON COAL TAX LOAN FUND

Seven years ago we obtained an SBA loan to build a
new factory and enlarge a Business which was started in
Montana in 1896. We Were limjted by the SBA as to how
much money we could borrow begause of the pay back,

Therefore we were not able to borrow enough money for
operating capital or future expansion,

When the time came when we had to either expand or
go out of business, we tried to work with the SBA to obtain
more funds and because of high jnterest notes and our old
loan we could not borrow ®nough money to expand, We then
began to work with the Butte ygcaj Development Group to
obtain financing. They worked with us in putting together
a financial package with the Anaconda Arco Fund. This
should be 1/4 of the loan package at 5% interest which was
good, Another 1/4 was to gone from SBA 503 .program loan
and 1/2 was to come from us in the form of a bank loan,
The bank loan was 21% and the 503 loan would be 2% under
prime and no one knew what that was going to be, It took

over 8 months to get the 503 15an because we were one of
the 1st companies to try and obtain one.

After going through the two year period, trying to
finance our business and maintain control of it, we decided
to sell some stock to an investor, We found a large company
who wanted to invest in our gompany, so in order to stay in

business and grow we had to se]] controlling interest for
way under what we thought it ywag worth,

We wanted to make this brijef statement of our problems
so you could see the problems even an old established com-
pany had in borrowing money, The coal tax loan fund is

definitly needed by small Montana businesses to grow and
‘increase the employment and tax base of the Montana economy,
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There is one restriction on the loan fund which should
be removed, and that is the requirement that a company has
to be 51% Montana owned, This paralyzes a company like ours
who had to go out of state to obtain capital, The require-
ment should be that the company be in Montana, paying Mont-
ana property and corporate taxes and employing Montana

people,

The states attitude is still anti business and with a
requirement like this and higher costs of doing business in
Montana, a company like ours always faces the posibility of

being moved out of state and don't want Ep move,
//TWZVn

Jack Truzzolino




Alternative Energy Resources Organization
424 Stapleton Building, Billings, Montana 59101
(406) 259-1958

324 Fuller, Suite C-4, Helena, Mt. 59601
443-7272

TESTIMONY IN SUPPORT OF HB 100

My name is Jim McNairy and I represent the Alternative Energy Resources
Organization, or AERO.

AERO generally supports HB 100. We believe that it conforms substantially
to Initiative 95 and that it represents a good-faith attempt to legislatively
implement the Initiative. However, we would like to offer several comments on
the bill.

Our first comment pertains to what has sometimes been called "anti-earmarking."
While HB 100 lists specific investment preferences in Section 6, it avoids the
issue of whether the Board of Economic Development should be prohibited from
investing in certain business activities. The Initiative is very clear in defining
the purpose of the Coal Tax Trust Fund as being '"to compensate future generations
for the loss of a valuable and depletable resource," and "to develop a stable,

strong and diversified economy."

We strongly believe that neither of these purposes
is served by investing in businesses which accelerate the depletion of depletable
resources. In sum, we hope the Committee will consider amending the bill so that
the Board is discouraged from investing in businesses whose primary activity is
the extraction or processing of non-renewable resources.

Our second concern has to do with program fragmentation. Our question is
whether there will be sufficient comprehensive planning and coordination which can
keep this economic development machinery we are creating on-track. It is very
easy to proliferate new programs, especially in an area like economic development,
which are not properly coordinated among themselves and may not even be playing
off the same game plan. With reference to this particular bill, we wonder if the
Board will be operating under, or be guided by, some broader, more comprehensive
economic development strategy, possibly involving much more specific targeting of
the most beneficial and productive business activities. Or will the Board, 10 or
20 years from now, continue to make investments in accordance with the very
generalized guidelines of Section 6?

We would like to draw the Cqmmittee's attention to Section 15, which appears
at the bottom of page 6 of the bill. Basically, this section requests the Board
EXHIBIT K



AERO's Testimony in Support of HB 100
Page 2

to prepare regular reports to the legislature on '"potential uses of the coal tax
trust fund to develop a stable, strong and diversified Montana economy that meets
the needs of present and future Montanans while maintaining and improving a clean
and healthful environment." This is the type of thinking and analysis which we
believe desperately needs to be done. At this point, I don't think we know what
businesses will most efficiently meet this charge. But this analysis needs to be
done in concert with other economic development programs and feed into a constantly
evolving overall development strategy. The lines of coordination and the respon-
sibilities for long-term planning need to be more explicit.

Our final concern is the area of citizen involvement. I think there has been
fairly strong concensus so far that there needs to be citizen involvement in state '
economic development programs. We find the direct citizen participation opportunities
in this bill to be very limited. The Board is appointed by the Governor with no i
real controls to require diverse citizen representation. The oversight committee
consists solely of legislators. We believe that in making their decisions the
Board should receive guidance and input from the many political and economic

constituencies which make up this state.

Along these same lines, we would especially like to stress the importance of h
local citizen input. One of the themes which came out of this Committee's first
hearing on Jan. 22 was that state economic development actually takes place at the h
local level. The benefits of development are primarily felt locally, the impacts
are felt locally, and, in very profound ways, the type of development which takes y

place shapes the qualities of the community. Consequently, we feel it's very

important that local voices be heard. We realize that the infrastructure and mechanisms,
for soliciting and processing citizen input on such matters are not now in place.
One such vehicle which could be used in the future is the Community Development
Corporation; local development entities whose Boards are genuinely representative
of the communities they serve. Although this comment may not be germane to this
particular bill, we raise it to encourage the Committee to consider it at an
appropriate time,

Thank you. i



TESTIMONY BY

ERLE C. GROSS, PRESIDENT
MONTANA BANKERS ASSOCIATION

AND

PRESIDENT, LITTLE HORN STATE BANK
HARDIN, MONTANA

ON

HOUSE BILL 100

BEFORE THE

HOUSE SELECT COMMITTEE ON ECONOMIC DEVELOPMENT

FEBRUARY 3, 1983
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Bankers are vitally interested in economic growth for Montana.
They want development of natural resources, human resources, and
financial resources fof the sustained maximum benefit of the state
and its citizens.

The 165 member banks of the Montana Bankers Association commend
Governor Ted Schwinden and his administration for many of the positive
steps in the "Build Montana" program. - Many of our association members
contributed time, effort, and dollars in the development of the pro-
gram. However, the MBA has serious difficulty with House Bill 100 and
a number of other bills introduced in the House and Senate designed
to use state funds and specifically coal tax trust funds for social
programs, which are mis-named as economic development programs.

The Montana Bankers Association believes that our state consti-
tution clearly mandates the State Investment Board function under the
prudent-man rule to generate the largest number of dollars‘in as séfe
a manner as possible for the taxpayers of the state. The Constitutional
Convention delegates repeatedly emphasized safety and soundness as
their primary concern in establishing the Unified Investment policy.
HB 100 is a departure from this policy.

You, ladies and gentlemen, as elected and responsible delegates
to the 48th Montana Legislature, are faced with serious financial
problems. Your deliberations and conclusions will have a lasting
impact on our state and its future. Times of tight budget, no-nonsense
fiscal policies, are not times to experiment with untried social pro-
grams mis-named as economic development stimulants.

The Montana Bankers Association members have stressed consti-
tutional issues in the debate on whether or not the state should

become further involved in credit and loan programs. We have asked
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the courts, in their wisdom, to decide that issue and at this time
appeal to your good judgement and common sense. Years of experience
have taught surviving bankers a few clear and undisputed lessons.
These are:
1. Subsidized interest or low quality standards for loans-
do not maké a business successful. Credit in any form
is not a substitute for profit.
2. Government loan programs cause irrational behavior on
the part of the citizenry. To secure part of the money,
the "good deal" becomes a greater factor than hard-core
business decisions.
3. One business has an economic advantage over another
with HB 100 and other loan authorities. Any existing
or new business not qualifying for the favored state

treatment operates at a disadvantage.

At this early point in the 48th Session, five bills have already
been introduced that attempt to use taxpayer dollars for social re-
forms by making loans in the name of economic development. With all
the demands on the State Treasury, how can you, ladies and gentleman,
advocate a further deterioration of those earning investmenfs?

Thank you for giving our concerns your consideration. Our

sincere best wishes in your deliberations.
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The Montana Chamber of Commerce has a distinguished record
in the advocacy of economic development in Montana. Many legis-
lators still serve who can remember when the Chamber's pleas for
economic development were being drowned by the trumpet call of
preservationists.

On this very date, the Montana Chamber of Commerce and
individual members of the Chamber have worked diligently to help
construct the economic development plans for the future.

The Montana Chamber of Commerce could never be character-
ized as opposing economic development in Montana.

If Initiative 95 meant, by its electoral victory, that
economic development was assured, the Montana Chamber of Commerce
would have fought to lead the parade of its support. However,
the wording of the initiative had within itself the potential of
self-destruction and Constitutional conflict. For these reasons,
we and others, opposed the initiative and have been instrumental
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in bringing action to have the courts review its provisioné.
That court hearing was held this afternoon in Helena.

Two serious flaws can be interpreted in the initiative's
wording. (1) It could contradict the "prudent man" investment
directive in our present Constitution; and (2) the intent of the
initiative, in part, requires a Constiﬁutional amendment rather
than an initiative. Specifically, the coal tax trust fund is
allocated constitutionally to Montana. The wording of the
initiative, however, appears to make this allocation a legislative
éhange, not constitutional. It opens the door to future legis-
lative changes in the utilization of those funds which may well
go beyond the author's intention. |

A very real concern expressed by the Montana Chamber during
the public debate of I-95 was that preferential treatment would
be given to certain types of businesses seeking financial assist-
ance judged not by their economic viability bu£ by their willing-
ness to adjust to the social engineering requirements now con-
tained in HB-100.

For these reasons the Montana Chamber of Commerce is

opposed to passage of HB 100.
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