
MINUTES 

MONTANA HOUSE OF REPRESENTATIVES 
51st LEGISLATURE - REGULAR SESSION 

COMMITTEE ON APPROPRIATIONS 

Call to Order: By Representative Bardanouve, on March 17, 1989, 
at 8:00 a.m. 

ROLL CALL 

Members Present: All but Representatives Spaeth and Cody 

Members Excused: Representatives Spaeth and Cody 

Members Absent: None 

Staff Present: Pam Joehler, LFA 

Announcements/Discussion: 

HEARING ON HOUSE BILL 717 

"AN ACT GENERALLY REVISING THE MONTANA ECONOMIC DEVELOPMENT BOND 
ACT OF 1983; REVISING THE USE OF BOND PROCEEDS FOR AGRICULTURAL 
PROJECTS; STATUTORILY APPROPRIATING A PORTION OF THE BOND 
PROCEEDS TO THE BOARD OF INVESTMENTS; AMENDING SECTIONS 17-5-1503 
AND 17-7-502, MCA; AND PROVIDING AN IMMEDIATE EFFECTIVE DATE." 

Presentation and Opening Statement by Sponsor: 

Representative Grinde, House District 30, stated he believes this 
Bill is the most aggressive undertaking in agriculture that 
this state has seen. It is his objective to create another 
tool for the agricultural community that will in turn help 
main street business prosper in Montana. He will address 
the agriculture portion and there are people attending who 
will address the bonding portion of the Bill. See Exhibit 
1. Rep. Grinde explained the CRP (Conservation Reserve 
Program) contracts and highlighted other aspects of the 
program from this exhibit. 

Testifying Proponents and Who They Represent: 

David Ewer, Bond Program Officer, Board of Investments 
David Aageson, Individual member of Board of Investments 
Terry Murphy, Montana Farmer's Union 
Lee Burrington, National Mortgage Co., Bigfork, Montana 
Lorna Frank, Montana Farm Bureau 
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Mr. Ewer explained what the Bill did and talked about the Bond 
structure. House Bill 717 is an amendment to the Economic 
Development Act that was passed in 1983 which gives the 
Board of Investments statutory authority to issue Bonds for 
economic development. This amendment does two things that 
enhances that current law. Under the old law, given that it 
was basically looking to use Industrial Revenue Bonds that 
are tax exempt, does not allow for re-finances. This Bill 
seeks to change that. Under the old law, because it was 
more in alignment with federal tax law, did not allow the 
working capital. This Bill changes that as well. This Bill 
also gives a statutory appropriation that would enable the 
Board to pay certain operation expenses, not of the Board 
but to pay for the contract monitor and loan originator. 
They feel it is imperative that if a private sector firm 
submits a bid and expects to be on board for the life of the 
program, they feel they need to provide that money without 
the additional uncertainty of having to corne in front of 
this committee. 

Mr. Ewer referred to the bond structure as it is spelled out in 
some detail on Page 7 of Exhibit 1. The Board of 
Investments has issued alot of bonds. not only bonds for 
economic development but they issue them for schools, cities 
and towns, fire districts, and irrigation districts. They 
can issue tax exempt bonds and taxable bonds. They can 
issue bonds that are credit enhanced by the State of 
Montana, bonds that are credit enhanced by the Board of 
Investments and bonds that are not credit enhanced. These 
bonds will not have any effect on the State of Montana. 
They will be what they call stand alone bonds. The revenues 
of this program will entirely support this bond issue. The 
State of Montana, categorically, will not be responsible for 
the debt service. They will be taxable and subject to 
federal income tax. They will not be subject to state 
income tax because by statute all board investment bonds are 
not subject to state income tax. They will approach the 
Board of Investments to look at buying some of these bonds, 
about 10%, as a prudent investment. 

Mr. Aageson stated he would like to echo what Rep. Grinde said. 
This is probably the single greatest opportunity for state 
government to have a positive impact in agriculture and 
because of agriculture's importance to our economy as a 
whole to have a significant impact on the entire economy in 
Montana. 

Mr. Murphy stated he is a proponent with reservations and will 
explain what he means by that. The Bill is sound and the 
program envisioned is sound as far as state government and 
the Board of Investments is concerned.' He sees some 
potential benefits for the land owners in rural areas as 
well as their lenders and that would be to the good. He 
does not see a big number of people using it for that but it 
could be very useful in many areas of the state in a limited 
way. One concern he does have is touched on on page 6, 
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Exhibit 1, which refers to the proceeds. 4) Proceeds are 
to be used to refinance existing farm debt, acquire property 
or enhance working capital. He has some concerns about 
"acquire property" in that in the conservation reserve 
program the maximum that can be enrolled is the amount that 
would generate no more than $50,000 per year or a total of 
$500,000 over the ten year life of the contract. 

Mr. Burrington stated he has been involved in buying CRPs for the 
last two years so he understands the program very well. He 
also understands the needs of the farmer but basically if 
this program is adopted it will put him out of business. 
But he also knows the agriculture community. In his 
estimation this Bill is the single most important thing that 
can be done for the agriculture industry. He disagrees with 
Mr. Murphy's comment about the man with the $50,000 payment 
corning in and he really doesn't need these funds. That is 
not the case. From his market evaluation he can tell there 
are hundreds of farmers in the agriculture community today 
that need these funds desperately to do two things. 
Basically, overwhelmingly save their farm and to provide a 
means of generating capital to continue with their farm 
operation. Today these farmers cannot take these payments 
that they receive and go to a local lending institution and 
use those to fund a loan because of the nature of the CRP 
makeup and regulations. To assume that there is a limited 
market out there as far as these farmers needing this 
capital is a wrong assumption. 

Ms. Frank stated she can see the great potential in this Bill and 
would like the Committee to look favorably upon it. 

Testifying Opponents and Who They Represent: 

None 

Opponent Testimony: 

None 

Questions From Committee Members: 

Representative Thoft wondered if a farmer wanted to retire but 
can't sell his place and he has a CRP and goes into the 
program under the disguise of operational money enhancement, 
takes the money and you have a ranch. Rep. Grinde stated 
yes, the possibility is there. 

Representative Swift stated they have heard alot about junk bonds 
and who is going to sell them. He visualizes the Board of 
Investments will go to a security house to handle them and 
this one will pay about 2 1/2 %, roughly. Mr. Ewer stated 
the underwriting costs will be about 3 1/2 % which would 
include, not only underwriters themselves, but the ancillary 
services that have to be done for any underwriting of bonds 
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such as bond council, underwriter's council and the Board of 
Investment Fee. They will use recognized investment banking 
firms. The firms that have been identified to underwrite 
the Board's bonds for this program are Piper, Jaffry and 
Hopwood of Minneapolis, D. A. Davidson from Great Falls and 
a firm in Denver. Rep. Swift asked what kind of leverage 
this will give the Board and what interest it will pay as 
far as returns on the bonds? Mr. Ewer replied that given 
that they are federally taxable, and if 10-year Treasuries 
are going for at the time, say 10%, then there is going to 
be some sort of quality differential spread and he hopes 
that will be no more than 3/4 of a percent, or 75 basis 
points. If 9.5% is Treasuries then look for 10.25% Board of 
Investment Bonds. Rep. Swift asked if this is a volatile 
risk situation that they are hearing about on the buy-outs? 
Mr. Ewer stated what they are doing is take those ASCS 
payments which are federal payments and that is the primary 
source of security, in fact, it is 99% security to the bond 
holder. Presumably they will appropriate money annually. 
There is no promise that they will appropriate money but 
they think they will. There are reserves that would be 
built into the program, more to make sure that contract 
compliance is done as opposed to a debt reserve. Their 
fundamental goal is to be sure that the ASCS payment is not 
jeopardized by non-compliance. 

Representative Bardanouve stated that Congress will almost have 
to make the payments because they have entered into a 
contract with the farmers. It will be a violation of 
contract if they fail to make the appropriations. 

Representative Swysgood asked about people who come in and tear 
up the land, establish a base, go into the program and then 
leave. He wondered if this had been addressed and would the 
state be subject to a large loss? Rep. Grinde stated this 
will not happen right now. The people who are going to 
participate in this have to be CRP right now and to address 
his concern of the person, perhaps the sodbuster who is 
already in it and he might walk away from this land, that is 
the whole concept of getting first mortgage on this where he 
cannot just take this money and run with it. He will have 
to pay his debts down in order to participate in this 
program. Rep. Bardanouve asked what if he has no debts? 
Rep. Grinde stated he would be eligible for the program, but 
would not need it. They have discussed this thoroughly 
concerning who would participate in this program. If the 
farmer is financially sound, he is getting this annuity 
payment from the government, and he has his tax structure 
set up so that he is comfortable, then he would not be 
involved in this program. This will be for the farmer or 
rancher who is having cash flow problems or operating 
capital problems. 

Representative Peck asked what determines the maximum amount of 
the loan or money the farmer can receive? Is that 
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determined by the CRP payment or the value of the property? 
Rep. Grinde stated it has been established in the CRP 
program that was set up. The most you can get from the 
program on an annual basis is $50,000 so over the ten year 
contract it would be $500,000. Under this program the 
farmer would be eligible up to whatever he has left in the 
contract reaching that $500,000. 

Representative Thoft asked if there is any way to tighten this 
Bill up? Rep. Grinde stated this is one of the biggest 
concerns he has had. The problem of someone getting the 
loan and leaving does exist but if the state does acquire 
this land they will still keep the land for the duration of 
the contract because this is their backing. At that time it 
will be resold and he is directing it to Agriculture 
producers. Mr. Ewer stated there is going to be a loan 
agreement that the farmer is going to have to enter into and 
will have to sign that agreement that he says he will be 
going to use the money for the purposes that were just 
discussed. Potentially a farmer may walk but they will have 
them contractually on the hook to do what he says he is 
going to do with the money. Rep. Thoft stated that not 
according to the Bill because it says operating capital and 
that could mean anything. Rep. Grinde stated he is correct 
on that point. 

Tape 1, Side 2, 000 

Representative Marks asked about a foreclosure and what they 
would get. Mr. Ewer asked if his concern was the cash flow 
for the bonds or a security issue? Rep. Marks stated he was 
worried about what they get when they foreclose. Mr. Ewer 
stated the land itself is not the underwriting security for 
the bonds. They don't have much interest to foreclose. 
Their real interest, if they are to get land back, is to 
make sure that ASCS payments stay on board. They will do 
everything to protect that payment. The only thing he can 
see is if they need to foreclose is if after that ASCS 
payment has run out they may have residual out-of-pocket 
expenses they have had to incur to make that farmer stay in 
compliance. If the farmer is not in compliance one of the 
central missions, and the reason for that contract monitor 
to be there, is to spend money they will have in reserve to 
make sure that farmer is in compliance and if that means the 
contract monitor has to go out and spray weeds, then that is 
what he will have to do. They will charge the farmer for 
doing that. The level of monies that are likely to be 
involved are going to be very small. Rep. Marks asked what 
do they do with the land after they foreclose? Mr. Ewer 
stated the program intention is that the Board would sell to 
a bonafide operator and again he does not think there will 
be much exposure. Rep. Grinde referred Rep. Marks to 
Exhibit 1, page 10, item 2 to explain further. 

Closing by Sponsor: 
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Representative Grinde stated he felt that this was a way for the 
state of Montana to help marginal farmers and ranchers 
to create cash flow and help them stay in agriculture. He 
had many concerns himself but after alot of discussion put 
together the project and it is his opinion that it will 
work. The Board of Investments will have the final say on 
this program whether it will be implemented or not. This is 
an optional program to the agricultural participant. There 
will be no state money involved. This program will be 
created by federal money that is already flowing into the 
state of Montana and the state cannot be held liable on the 
bonding program. 

HEARING ON HOUSE BILL 619 

"AN ACT APPROPRIATING MONEY TO VARIOUS STATE AGENCIES FOR THE 
FISCAL YEAR ENDING JUNE 30, 1989, THAT WOULD USUALLY BE MADE BY 
BUDGET AMENDMENT; PROVIDING FOR SOME APPROPRIATIONS TO CONTINUE 
FROM FISCAL YEAR 1989 TO FISCAL YEAR 1990; AND PROVIDING AN 
IMMEDIATE EFFECTIVE DATE." 

Presentation and Opening Statement by Sponsor: 

Representative Bardanouve stated he is carrying HB 109 on behalf 
of the Governor's Budget Office and this is the biennial 
supplemental appropriation budget amendment Bill. The law 
provides if agencies receive additional money when the 
legislature is in session they must present the additional 
money, whatever it might be, and this does not apply to 
general fund. It's federal dollars or whatever the source 
may be and that is why they amend the appropriation Bill to 
cover various forms of money they receive. The Budget 
Office brought in amendments and they will be incorporated 
into the Bill. He referred to Page 2, Department of 
Justice, Identification Bureau; they received some federal 
special money for Missing Children's program. This is the 
unexpended balance from fiscal 1988 and this money is to be 
spent in fiscal 1989. Line 13, the proprietary fund, 
Publications and Graphics, is the publishing and preparation 
of documents from all the departments is a proprietary fund 
to do more work than they were planning on so they need 
$800,000 additional appropriation. They received this money 
from the agencies that they perform the services for. As an 
example, if they publish a highway map they would charge the 
Highway Dept. for the service. See Exhibit 1, amendments to 
HB6l9. Rep. Marks asked if Rep. Bardanouve planned on 
having the agencies respond to questions? Rep. Bardanouve 
said yes. 

Testifying Proponents and Who They Represent: 

None 

Proponent Testimony: 
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Testifying Opponents and Who They Represent: 

None 

Opponent Testimony: 

None 

Questions From Committee Members: 

Rep. Raney referred to Page 5, line 14 and stated the $300,000 
for operations that had been struck, State Special, happens 
to be the $300,000 that is being used to fund a lawsuit 
against Burlington Northern for the clean-up of over 
1,000,000 gals. of diesel fuel and solvents that lie in the 
ground water in the community of Livingston. That lawsuit 
was filed by the Schwinden Administration in late December. 
Mr. Raney stated there are 7,000 people in the community of 
Livingston who are drinking that water right now. There is 
no settlement but there is certainly a discussion of 
settlement. Rep. Raney asked the Committee to keep this 
amendment in the Bill. Dave Lewis stated the Governor does 
not intend to stop the efforts to have the clean-up in 
Livingston. They are in negotiation at the present time, 
however, this $300,000 concerns a contract the Department of 
Health has with the outside counsel, the state handling the 
litigation. The Governor's counsel believes that the 
contract can be re-negotiated, that there needs to be 
another look at the costs involved with the litigation. 
They are in no way giving a signal that they are backing 
off, they simply want to sit down with the law firm 
involved, renegotiate the contract. If this money is 
appropriated they don't have any negotiating leverage. 
There is a need to look at the cost, a need to see if they 
can cut the cost of the litigation, a need to move toward 
settlement of this issue rather than going to court and 
spending all the money on lawyer's fees. Again, the concern 
the Governor's counsel has if the committee appropriates the 
money he has lost his leverage as far as their sitting down 
with that outside firm and re-negotiating the cost of the 
litigation. 

Mr. Lewis stated there is some feeling on the part of the counsel 
who is working on this that the money that has been paid so 
far is a substantial amount. There may not need to be 
anymore payments made from the state to pay for the services 
to date, there may not need to be this much money paid for 
services to date. 

Tape 2, Side A, 000 

Representative Marks asked if this was needed to instigate it 
again, Rep. Raney has raised the question as to the 
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availability of funds to litigate if necessary. Is it not 
possible to do that through a budget amendment at a later 
time? Mr. Lewis stated it is possible to do that and it is 
also possible, by the time this Bill works its way through 
the process that, in fact, the renegotiation of the contract 
with the firm might have been concluded. They are saying it 
is premature to appropriate the $300,000 at this time 
because at that point they don't have any leverage. As he 
understands it, once it is appropriated it is going to the 
firm and they would like to have an opportunity to 
renegotiate that. 

Representative Bardanouve stated the mere fact that you 
appropriate an amount of money does not mean you have to use 
that money. As Rep. Raney pointed out the money lies there 
and if necessary you want to pursue any legal suit you could 
use it. You are not compelled to ever use appropriation 
unless you see fit. Mr. Lewis stated his understanding is 
that the way the contract is written, if the money is 
appropriated it will be paid. In other words, there have 
been accruals built up by that law firm and the department 
has agreed to come for an appropriation if the money is 
appropriately paid they would pay that appropriation out. 
They would like to slow the process down and have a chance 
to do some further negotiations. 

Representative Bardanouve said he would like to clarify his 
position on this. For several years he has supported this 
lawsuit and tried to provide money but he is caught in the 
middle of presenting the amendments as they were given to 
him just before the meeting so he is neutral on this 
amendment. 

Representative Raney stated first this $300,000 does not have to 
be spent and if the governor's staff is saying that there is 
a contract in place and if the $300,000 is appropriated it 
will be spent that means they are asking the legislature to 
raise a contract that is already written which is certainly 
wrong. They are not going to be doing that. Of this 
$300,000 every single dime is cost recoverable. They are 
only spending the money up front and it will come back. 

Ray Hoffman, Centralized Services Administrator, Department of 
Health stated Mr. Lewis is correct in his assumption that 
the contract is written as such that should this budget 
amendment be approved there is an outstanding obligation to 
the firm. The contract states that the dollar amount that 
has been appropriated by the legislature is the actual 
amount that the state owes the firm but that the state in 
good faith put in a budget amendment to get additional 
dollars for services that the firm has provided to the 
state. At the present time that dollar amount is 
approximately $79,000 and again if the budget amendment is 
not approved the state will not lose those dollars to the 
firm but then again the contract would also be open for 
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Representative Kadas said the contract that was signed in the 
first place, the firm has provided services to the state, at 
least up to the sum of $79,000 and you are asking us to say 
that the state doesn't have to pay that now? Mr. Hoffman 
stated the Department of Health has currently received 
$425,000 of budget amendment funds for this purpose. Of 
that $425,000 the firm had design on $420,000 but because 
the Department of Health could not obligate funds it did not 
have and the firm realized they must proceed on certain 
things and the budget amendment process may take time that 
they agreed to absorb any costs that were over and above the 
lawfully appropriated dollars for that service with the 
assumption that in good faith the department would submit a 
budget amendment for those additional dollars. Rep. Kadas 
said now in good faith you are trying to pull that budget 
amendment out of the budget? Mr. Hoffman said that is what 
sounds like happened, to sign the contract with the law firm 
that you would in good faith put a budget amendment in to 
pay for the cost and now you're in here in front of them 
trying to take it out. Mr. Lewis stated the department 
signed that contract and this administration believes that 
there may be some room for renegotiation and reducing the 
total cost. They would like the opportunity to do the 
renegotiation. As Mr. Hoffman has confirmed if you 
appropriate the money it's gone. They need to be able to 
sit down and talk to them about how much do they really need 
to spend on this and would like to have the appropriation 
pulled from the Bill at this time until they can conclude 
those negotiations. 

Representative Marks stated this matter would be postponed until 
they can get it into an executive session and bring some 
people from the legal office in to discuss this further. 

Representative Bardanouve had one question. He asked Mr. Lewis 
if he would submit a budget amendment on this to cover 
whatever the negotiation costs are. However, you cannot 
approve a budget amendment if the legislature has a chance 
to consider the matter. That is the law. So if you want a 
budget amendment after they leave, the law provides they 
cannot approve a budget amendment if they had it before them 
during the session. If any matter was before a legislative 
session and there was an opportunity to consider it then you 
cannot come in after session and ask for a budget amendment. 
Mr. Lewis said that is true but it is six weeks at least 
until this session adjourns. There is some time and they 
would be happy to bring some people in and sit in with an 
executive session and have the attorneys that are involved 
explain the Governor's position. 

Representative Marks said it is in order to get this moving to 
adopt Rep. Bardanouve's amendment subject to executive 
action or they could leave the amendment subject to 
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executive action. Representative Bardanouve explained they 
should segregate this one amendment out of this Bill and if 
necessary they could put it in the floor later on. That 
will not hold up the Bill. Representative Peck moved to 
separate Item 13 on the Amendment to separate that from the 
question on the Amendment. The motion is to divide the 
question. Representative Swift seconded the motion. vote 
passed. The question includes everything on the Amendment 
Sheet, Exhibit 1, with the exception of Item 13. Motion 
carried. 

Representative Bardanouve asked the chairman to check with the 
agencies before they adopt all the amendments to see if 
there is anything they want to object to or ask about. 

Representative Kadas passed out a summary sheet (Exhibit 2) of 
amendments from the Commission of Higher Education. It all takes 
place on Page 6 of the Bill. Rep. Kadas moved the amendments. 
Rep. Marks suggested the best way to handle this is discuss the 
amendments in executive session. People who spoke to the Kadas 
amendment were Ken Heikes, Eastern Montana College; Will Weber, 
Director, Great Falls Tech Center; A representative from the 
Agriculture Experiment Station; Charles Munk, Coalition Lobby, 
(EMC, NMC, WMC, Montana Tech). 

Closing by Sponsor: 

Representative Bardanouve closed the hearing. 

HEARING ON HOUSE BILL 739 

"AN ACT ALLOCATING A PORTION OF THE LODGING FACILITY USE TAX 
ATTRIBUTABLE TO STATE AGENCY IN-STATE LODGING TO THE GENERAL 
FUND; REQUIRING STATE AGENCIES TO ACCOUNT FOR IN-STATE LODGING 
EXPENDITURES; AMENDING SECTION 15-65-121, MCA; AND PROVIDING AN 
EFFECTIVE DATE." 

Presentation and Opening Statement by Sponsor: 

Representative Boharski, House District 4, stated this Bill 
contains two portions. The first portion is the new 
section, Section I, which requires state agencies to account 
for in-state lodging expenditures. Currently, most of the 
21 are already doing this. He pulled an audit from the 
Legislative Auditor's Office and it appeared most of the 
state agencies are doing a reasonable quality job on these 
category 2408. Those numbers showed up and that's where the 
numbers on the fiscal note come from, the $64,000. The 
parts of the agencies and the parts of the state that don't 
seem to be doing that good are the University system units. 
They tend to lump all of their money into one category under 
"other" in that 2400 grouping and there really no way to 
pull it all out and he did not want to ask the Auditors to 
go in an sample and find out how much was in there. 
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The Title does not fit the second part of the Bill. He is taking 
general fund money to this committee to appropriate to the 
various state agencies. Those agencies go out and spend 
that money and pay in-state lodging tax with it. It's 
taxpayer's money that ends up being put into the in-state 
lodging fund and used to promote commerce in the state. He 
feels that was not the original intent of the lodging tax 
and he does not think the taxpayers would be happy to find 
out their general fund money is ending up going into the 
Department of Commerce accommodations tax fund. To catch 
that money is simple, according to the Auditors, because it 
comes back in that state special revenue fund to the 
Department of Revenue and they get all of the money and take 
out their expenses for operating etc. then divert the rest 
over to Commerce into that special fund for tourism 
promotion. Yesterday Senate Bill 95 was heard and he has a 
copy of the fiscal note on that and if this committee passes 
that Bill the $64,000 figure (See Fiscal Note) should go up 
to about $90,000 per year so it would be $180,000 over the 
biennium. The Innkeepers support this Bill and is not a 
Bill that will raid the Bed-Tax and spend something else on 
it but what it is doing is following the intent of the 
original legislation and keeping general fund money out of 
the travel and tourism promotion bureau. 

Testifying Proponents and Who They Represent: 

Representative Patterson, House District 97 
Bonnie Tippy, representing Montana Innkeeper's Association 
John Wilson, Administrator, Montana Promotion Division, 

Department of Commerce 

Proponent Testimony: 

Representative Patterson stated he and Rep. Winslow introduced 
the four percent motel-hotel lodging Bill last session. At 
that time they talked about how to make sure the state 
employees did not have to pay this tax and they wondered if 
they should give the state employees an 1D card but felt 
that may not be the best solution because there might be 
some state employees go on vacation and say they were 
entitled to that exemption. They thought the hotel people 
should have two sets of books and give an exemption to state 
employees but that wouldn't work. The way this Bill is 
written everybody in the state who stays in a hotel-motel 
whether they are a state employee or not will still pay the 
hotel-motel tax to the innkeeper, who will send that money 
to the state like they normally do but not put any 
additional burden on the innkeepers. The burden goes on to 
all state agencies and, according to the Auditor's office 
and LFA, it can be captured and it can be tracked. 

Ms. Tippy stated that Rep. Patterson is correct as last sessi~n 
there was alot of discussion about what the state was go~ng 
to do about paying this bed tax and it seems like the only 
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solution people were talking about then was to have the 
front desk clerks in those hotels figure out who state 
employees were. The mechanism in this Bill will make it 
easy, just transfer from one department to another and they 
realize that it is inappropriate for government to pay sales 
tax and that is really what the bed tax is. The fiscal note 
on SB9S has not been revised so some of the figures will be 
a little different. 

Mr. Wilson stated this Bill makes sense to his department and 
that they want to make sure the intent is in the mechanics 
of the Bill. It would take the money off the top that the 
state employees would pay, then they have a distribution 
formula that prorates the money throughout the various 
tourism regions in the Historical Society and your intent is 
to equally share. In the same proportion the reduction in 
the bed tax would come to Commerce. If that is the intent 
they propose they use the same percentage formula for 
reducing those amounts in the distribution plan. 

Testifying Opponents and Who They Represent: 

None 

Opponent Testimony: 

None 

Questions From Committee Members: 

Representative Swysgood asked if there was any way to get the tax 
from these people who are piggy backing the state, also like 
the commissioners and other organizations? Mr. Wilson 
stated if the tax is being paid by a state agency then it 
will be reported back, if not, if it is being paid by a 
private individual it would be very difficult to figure out 
how to do it. 

Closing by Sponsor: 

Representative Boharski stated Rep. Swysgood's question raised 
some worry that some people had, saying this Bill would open 
the flood gates on the travel and tourism promotion fund but 
that apparently is not going to happen because if this money 
is not recorded on the state accounting system the 
Department of Revenue will never know it is there. If 
another local organization came in, such as a local police 
department and said they wanted their money back, they would 
not know what they paid, it would not be on the system. As 
far as distributing this money equally this happens before 
it goes in there in the first place so the entire amount of 
money is still put in and the department is left to do with 
it as they do now, it would just be a smaller amount. 

Representative Bardanouve stated the hearing was closed on House 
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HEARING ON SENATE BILL 308 

"AN ACT ALLOCATING PART OF THE COAL SEVERANCE TAX PROCEEDS FOR 
CRIMINAL INVESTIGATIONS AND PROSECUTIONS; AMENDING SECTION 15-35-
108, MCA; AND PROVIDING AN EFFECTIVE DATE AND AN APPLICABILITY 
DATE." 

Presentation and Opening Statement by Sponsor: 

Senator Van Valkenburg, District 30, stated this is a Bill he put 
in at the request of the Attorney General. When the 
Attorney General addressed the House of Representatives 
about a week ago and talked to you about a number of the 
issues that he was concerned about in the state of Montana 
and the Department of Justice dealt with them. One of his 
greatest concerns was the spreading drug problem in the 
state of Montana. He recommended to you that one of the 
best ways to deal with that particular problem was to 
provide the Department of Justice with a stable source of 
funds so that it could 1) maintain its existing drug 
enforcement system that it has and 2) to provide some 
limited ability to exchange information with other law 
enforcement agencies in the criminal intelligence section 
within the Department of Justice that has been authorized 
previously by the Legislature by statute but has never been 
funded. Senate Bill 308 would provide that stable source of 
funding by earmarking 2 1/2% of the coal severance tax money 
on the non-constitutional trust fund side in the first year 
of the biennium and 4% in the second year of the biennium so 
that there would be sufficient money to fund the Eastern and 
Western special investigation units and to fund this 
criminal intelligence section that has not previously been 
funded. This Bill had brought bipartisan support in the 
Senate. It is clearly a spending measure. They are 
presently putting out the money for an Eastern special 
investigation unit from the coal board funds. The Western 
unit has been funded by general fund since 1987 session at 
25% with a 75% matching federal amount. In the second year 
of the biennium it will be necessary to increase that match 
to 50/50. 

Testifying Proponents and Who They Represent: 

Marc Racicot, Attorney General 
Gary Carroll, Administrative Law Enforcement Services Division, 

Department of Justice 
Senator Gage, Senate District 5 

Proponent Testimony: 

Mr. Racicot explained the Eastern Coal County Special Task Force 
began in 1982 and since that time it has in essence 
investigated and prosecuted around 600 criminal cases and 
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has seized about $5.5 million dollars worth of drugs. They 
are very interested in making certain they can maintain as 
much of an investigative presence in the state of Montana as 
possible. As a consequence, when they reviewed the budget 
that was prepared by Governor Schwinden and realized that 
there may be some difficulty for the Coal Board, and the 
funds allocated by the Coal Board down the line, that in 
spite of their feelings about earmarked revenue accounts, 
they had to play by the rules that are being established. 
This Bill was designed originally as an effort to fall back 
into a position whereby there would be adequate funds 
provided by Coal Severance taxes to maintain the unit in 
Billings. It was never intended to supplant the Coal 
Board's ability or authority to respond to this problem but 
it was their view that if the Coal Board somehow did not 
receive an allocation of funds, and no longer remaining in 
existence, they had to have a fall back position and that is 
why this Bill originally was presented. As it was presented 
as transpired, it has surged to the forefront and become the 
main vehicle of their effort to try and secure continued 
funding of that program down in Billings. With the present 
amount that is allocated through the coal tax provided for 
in SB 308, it would provide for the continuation of that 
program there. It would also provide enough funds through 
the percentages that are allocated to maintain the unit in 
Missoula. The second year of that project requires a 50% 
match from the state coffers to match the federal grant. 
That has not been approved by this committee. If this Bill 
was approved it would provide those funds and it contains 
enough funds to begin the operation of an intelligence 
section within the Department of Justice which has been 
authorized by statute but never funded. Mr. Racicot passed 
out copies of an editorial in the Great Falls Tribune. (See 
Exhibit 1) 

Mr. Carroll said hopefully we do realize we have a serious 
problem in Montana that should be addressed from a law 
enforcement standpoint as well as others. Currently the 
drug enforcement effort in the Department of Justice is 
funded out of four sources. What this does is combine all 
the drug enforcement efforts into one source. Right now 
they receive funding for drug enforcement from a federal 
grant, from coal local impact money, general fund and from 
motor vehicle funds. This combines that into one source of 
funding and adds a few additional employees, particularly 
the intelligence section. They already have the two 
undercover units, one in Missoula and one in Billings. The 
funding for this function out of this Bill comes from money 
that is currently going to the general fund. 

Senator Gage started working in the 1985 session on statewide 
drug enforcement programs and everyone is aware of the 
number of Bills put through in the last two or three 
sessions with regard to cracking down on the drug activity 
in the state of Montana. It is a significant problem, 
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prison expansion in population is evidence to the fact that 
most of those people have been involved in drug activities 
before they got there and for most of them that is the 
reason they are there, either selling drugs or being 
involved as users. It doesn't make sense to him that we go 
to all the problem of putting the teeth in the law with 
regard to these people and then skimp on the investigation 
and prosecution. It is long past time that we had a 
permanent source of funding for this needed program in the 
state of Montana. It needs to be statewide. 

Testifying Opponents and Who They Represent: 

None 

Opponent Testimony: 

None 

Questions From Committee Members: 

Representative Bardanouve asked Attorney General Racicot if he 
wanted to earmark this money now? Mr. Racicot stated he 
would prefer no earmarked funds in any part of state 
government but these are the rules and as long as there are 
some earmarked funds they are obliged to play by the rules. 
Rep. Bardanouve stated early in the session Attorney General 
Racicot testified that if there is any program in his 
department that he couldn't defend with general fund money 
he would not need to earmark. Mr. Racicot said that is not 
how he precisely stated it. His feeling is much the same, 
that special earmarked revenue accounts, in many ways, 
either circumscribe programs or provide for an expansion of 
programs in an unauthorized fashion. They have no 
alternatives but to play by the rules that are already there 
and in some instances they just can't come in and say they 
don't believe in any earmarking so therefore they are going 
to place a very needed program aside. 

fisosing by Sponsor: 

Senator Van Valkenburg stated nobody has mentioned a dollar 
amount but the way it works out it is approximately $500,000 
the first year of the biennium, $700,000 in the second year 
of the biennium. This is earmarking but it is really coming 
out of the general fund. It is not taking money from any 
other account in the coal severance tax. It is coming from 
that portion of the coal severance tax that would otherwise 
go into the general fund. This will pay significant 
dividends to the state of Montana. There is alot of drug 
activity in this state and it takes a tremendous toll on the 
lives and the economy of this state. There is a pipeline 
running from the Mexican border up Interstate 5 and down 
Interstate 90. Because they have the unit in place right 
now ten or twelve people have been arrested in Missoula 
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County alone in the last few months who are clearly 
connected with this thing. They are not asking for very 
much more than maintaining current level in that regard. If 
they are going to keep that fight up and to keep the spirit 
that Congress has adopted, in terms of putting a drug Czar 
in place, to deal with the most serious problem in this 
country then Montana has to make some effort and obviously 
it means spending money. 

Tape 2, Side B, 000 

HEARING ON SENATE BILL 441 

"AN ACT AMENDING ARTICLE VIII OF THE CONSTITUTION OF THE STATE OF 
MONTANA TO IMPOSE A LIMIT ON GROWTH OF TOTAL STATE AND PUBLIC 
SCHOOL EXPENDITURES; AND PROVIDING THAT THE ACT BE SUBMITTED TO 
THE QUALIFIED ELECTORS OF MONTANA." 

Presentation and Opening Statement by Sponsor: 

Senator Gage, Senate District 5, stated this is a Bill that will 
put on the ballot for the people to determine whether or not 
they want a limitation on spending in state government and 
public schools. Other than for emergency provisions, which 
the Bill also covers, it limits the spending to the 
percentage change in the state's personal income game. It 
has a provision in there that only 5% of the ending fund 
balances can be carried over for purposes of expenditure in 
the following year. It has a significant section, Section 
22, which says that they can't get around this by shifting 
costs to local government. If they were to shift programs 
to the local government they would have to provide a means 
of funding that before they shift those costs. Someone in 
the Senate said they don't hear a big hue and cry for this 
but the people out there he has talked to have a big hue and 
cry that says, when are you going to quit spending? If they 
have no personal income gain in the state of Montana you 
will not be able to spend funds anymore than you did the 
previous session. 

Testifying Proponents and Who They Represent: 

Ken Nordtvedt, Director, Department of Revenue 

Proponent Testimony: 

Director Nordtvedt stated this is a referendum for a 
constitutional amendment, except for unusual conditions, to 
limit the growth rate of total state and public school 
expenditures to be no greater than th~ growth rate of 
personal income of the people of Montana. To put that in 
perspective, in the relatively poor economic times of the 
last few years Montana personal income has grown at about 4% 
to 5% a year, was lower once, but roughly it has been just 
growing to cover inflation. There has been very little real 
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growth on top of that. He believes this is a moderate form 
of taxpayer involvement in the process. It is much more 
responsible than things like Proposition 13 in California or 
some of the Initiatives they have seen on the ballot in 
recent years that have come from the taxpayers. It does 
allow for growth to the public sector by the normal 
statutory process to account for population growth, real 
well growth, inflation, and it has an emergency clause that 
can suspend this growth cap on a 2/3 vote of the legislature 
if there are reasons to spend money more rapidly. He 
referred to Exhibit 1, letter from Governor Stephens, they 
would like this to be given to the people for their 
consideration in a bi-partisan or non-partisan manner by a 
significant vote from both parties of this legislature, 
giving them the opportunity to vote on it. They feel it is 
an important enough protection for the taxpayer that if they 
can't get it to the people by referendum they will try to 
get it to them by initiative. One of the.Amendments is a 
clean-up amendment to make the body of the Bill consistent 
without elimination of local government from the overall 
cap. The other amendment is to make the effective election 
to be the next election that would qualify under the laws of 
the state. See Exhibit 2. Page 1, Lines 22-23 Strike 
" .•• and local government ••• " Page 4, Lines 22-23 Strike 
" ••• general election to be held in November 1990 .•• " and 
insert " ••• next qualifying general election under MCA 13-1-
104 ••• " 

Testifying Opponents and Who They Represent: 

Phil Campbell, Montana Education Association 
Terry Minow, Montana Federation of Teachers/Montana Federation of 

State Employees 
Representative Francis Bardanouve, House District 16 

Opponent Testimony: 

Mr. Campbell stated he thinks the Bill is a bad tax policy and 
takes away the flexibility from the legislature and schools 
and asked the committee to vote no on SB 441. 

Ms. Minow said the groups she represents would like to go on 
record in opposition to this Bill which limits the power of 
the legislature. 

Representative Bardanouve stated Mr. Nordtvedt finds himself in a 
committee with a biased chairman. He knows he does not 
agree with his constitution amendment. He feels it entirely 
unnecessary. Montana legislature has shown conservatism in 
appropriating money, shown wise use oe their money and has 
not overspent the personal income of Montana. This Bill 
gives the citizens of Montana a false sense of security that 
somehow they have put something in the constitution that 
will put a lid on the "wild spending". 



HOUSE COMMITTEE ON APPROPRIATIONS 
March 17, 1989 

Page 18 of 43 

Questions From Committee Members: 

Representative Peck referred Senator Gage to Page 1, line 25 
which refers to the "percentage change in total 
expenditures" and wondered how he defined "total 
expenditures". The federal funds increased and is that 
counted in there if they declined? Sen. Gage referred Rep. 
Peck to the following page, Page 3, which indicates the kind 
of expenditures that are exempt. Rep. Peck then asked if 
federal funds increase would they be included within that 
term "total expenditures"? Sen. Gage said no, they would 
exclude them. 

Closing by Sponsor: 

senator Gage stated, in response to the Chairman's comments, he 
is not sure the constitution can be cluttered up very much no 
matter what you do to it. Almost without exception when they 
have problems come in to committees the comment is made "if we 
didn't have the present constitution this Bill would not be 
here". He thinks it does give the people in the state some 
assurance. They cannot go in there and disregard this by a 2/3 
vote at will. It indicates that 2/3 vote only applies to 
emergencies and he referred to the Section that defines 
emergencies and he supposes the legislature can do anything it 
wants as far as an emergency is concerned but it indicates that 
an "emergency is an extraordinary event or occurrence that could 
not have been reasonably foreseen and that requires immediate 
expenditure to preserve the health and safety of the people of 
this state." He thinks that is some assurance that they just 
can't come in because they want to spend some more money and get 
a 2/3 vote and do that for any particular reason. There are 
safeguards in this and it is significant that the Governor has 
indicated that if this does not get done by referendum it's his 
intent to see that it is done by initiative. 

Hearing closed on Senate Bill 441. 

Tape 2, Side B, 251 

HEARING ON HOUSE BILL 768 

"AN ACT TO APPROPRIATE MONEY FROM THE GENERAL FUND TO MONTANA 
STATE UNIVERSITY TO SUPPORT THE STAFF AND OPERATIONS FOR THE 
EXPANDED FACILITIES OF THE MUSEUM OF THE ROCKIES." 

Presentation and Opening Statement by Sponsor: 

Representative Addy, House District 94, stated this Bill would 
appropriate approximately $700,000 to the Museum of the 
Rockies for maintenance and personnel. He stated Bill 
Tietz, President of MSU, and Judy Weaver, interim director 
of the Museum of the Rockies, are present to provide 
information. Rep. Addy referred to the public image problem 
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and there are some very special and unique things in Montana 
that we have to market and he is happy to report that the 
Museum of the Rockies has already started that. Rep. Addy 
referred to Exhibit 1, the groundbreaking speech that 
Charles Kuralt gave on July 22, 1986 at the Museum of the 
Rockies and excerpts from books. 

Representative Marks, House District 75, Co-Sponsor of HB 768 
stated he was very impressed with the gem we have in the 
Museum of the Rockies. In his opinion, he believes it is 
the finest museum anywhere and it is not a partisan issue 
because if Rep. Addy and he get together on anything it is 
absolutely bi-partisan. This Museum is good for children as 
well as adults and it is a very refreshing place to go. 

Tape 2, Side B, 400 

Testifying Proponents and Who They Represent: 

Representative Wallin, House District 78 
Jim Moore, Member of Board of Trustees, Museum of the Rockies 
Beatrice Taylor, Representing Philanthropic Section, as a Donor 

and a Capital Campaign Chairman 
Jim Tutwiler, Montana Chamber of Commerce 
Laurie Shadoan, Bozeman Chamber of Commerce 
Stacey Farmer, Associated Students of Montana State University 
John Lahr, Montana Power Co. 
Suzie Judge, Helena 
Joyce Grande, Lennep/Martinsdale 
Pat Seiler, President of Livery Travel Corp., Helena 

Proponent Testimony: 

Representative Wallin stated the Museum is in his District and he 
believes Museums have a great deal of interest to all of us 
whether it is the Smithsonian or the new museum of Aircraft 
History. But this Museum is a once only find of dinosaur 
bones and very unusual and worthwhile. 

Mr. Moore stated in 1987 there were about 80,000 people who went 
through the Museum in its old configuration before they had 
the new construction. Those numbers will increase 
substantially with the new Museum when it opens on April 1 
of this year. It is a destination facility, a place people 
will travel to, spend some time and view it properly. That 
will result in economic benefit to this state. The Museum 
has gone far to develop international interest. 

Ms. Taylor passed out Exhibit 2 and read from this Testimony. 
An additional $3,000,000 for new permanent exhibits and 
renovation of old ones. This is money that will be asked of 
private donors and not the state. The donors will continue 
to give but they cannot carry the entire burden. This is a 
state owned institution and the donors need a sign of 
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commitment from the state that the state will do its part in 
supporting the facility which we are given. They are making 
a gift to the state of a $7,000,000 investment and at this 
time will be adding another $3,000,000 as they progress with 
their exhibits. In return they are asking the state to 
allocate $370,000 per year to help maintain the building, to 
pay for the utilities and provide some of the salaries. For 
this the state will receive educational opportunities that 
are unparalleled throughout the state and the nation. They 
receive national and international recognition that will 
promote a new and better image for Montana and will be able 
to offer tourism benefits that compare with their finest 
natural resources. The Museum of the Rockies is a success 
story and Ms. Taylor believes the state should support the 
successes they have. 

Mr. Tutwiler stated he would like the Montana Chamber of Commerce 
on record as reinforcing and supporting the testimony that 
has already been given. He feels the Museum of the Rockies 
is not just a regional project but has statewide 
implications and can help promote the tourism industry. 

Ms. Shadoan passed out Exhibit 3 and read from this testimony. 

Ms. Farmer stated the students at MSU are very fortunate to have 
the Museum of the Rockies and feel the potential for 
crossing state and international educational boundaries is 
very significant. 

Tape 3, Side A 000 

Mr. Lahr stated right after the state began to attract settlers 
one of the first groups that carne here were scientists who 
were interested in the incredible number of fossilized 
dinosaur bones which covered this state and those bones 
today are in the finest museums in the United States and 
other countries in the world. Many of those dinosaur 
skeletons were taken from Montana on the steamboats and 
railroads. This Museum is the only place in Montana where 
we are now looking after preserving that heritage and making 
it a part of the educational process for our own children 
and they seem to be remarkably charmed by dinosaurs. 

Ms. Judge asked the committee to vote in favor of this Bill. 

Ms. Grande has been very interested in the Museum the last few 
years and excited about the future of the Museum and what it 
can do for the future of the state. 

Ms. Seiler spoke in support of this Bill. 

Testifying Opponents and Who They Represent: 

None 
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Opponent Testimony: 

None 

Questions From Committee Members: 

Representative Cobb asked if someone from the University is here? 
He referred his question to Ms. Taylor and asked what is 
happening to the project with the increased university 
funding? President Tietz stated members of the Board of 
Regents are here and they do support this as a program 
modification. Because of discussions earlier in the session 
it was determined that it should be presented as a separate 
enterprise, free and clear of the budget of the University 
system. It is a high priority item and right behind 
instructional equipment, faculty salaries and libraries. In 
terms of the funding, as Ms. Taylor indicated they 
originally began with a 33, 33, 33; grants, contributions 
and university funding. As the funding for the university 
has contracted they have held stable the directed revenues 
to the Museum. They currently contribute about $325,000 a 
year to a base budget of $1,600,000 so they are operating 
about 20% rather than 33% of the Museum's current operating 
budget. Part of that is the fact that the Museum's 
operating budget has expanded significantly from grants and 
particularly from private donations. They simply have not 
been able to keep pace. 

Representative Bardanouve stated he appreciates the Museum of the 
Rockies as much as anyone in the room but this was begun not 
as a part or obligation of the state government or 
appropriations. When the state was asked to authorize the 
building for a Museum they were promised that in no way 
would this impact a general fund. It was to be done by 
private donations. Now the committee is made to feel guilty 
if they do not pass the Bill. The legislature was never 
committed to 1/3 of the operation of this Museum. An 
operational budget has never been presented to this 
Committee. If they had been told from the beginning that 
this would become a part of government there might have been 
some serious reservations about committing, even 
authorizing, no matter how fine it is and he admits it is 
something we can be proud of. He is faced with a dilemma 
because when they approved the beginning of it they were 
pledged it would not become a part of government. 

Dr. Tietz responded to Rep. Bardanouve because he was the one who 
made the pledge and has gone back and checked the tapes as 
to what was said at the time. They asked for the dollars to 
provide the construction money for the Museum of the Rockies 
and at that time it was supported exclusively in its 
personnel by Montana State University. The personnel are 
still members of the faculty at MSU and the intention is 
clear that the University will provide that support. When 
they asked for the construction money they stated clearly 
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that it would come from private sources and there would not 
be any state dollars committed to the construction of the 
new building. When the question was asked who is 
maintaining the program they indicated at the time the 
Museum of the Rockies is supported entirely in its 
operations by the Board and private contributions, with the 
exception of about $5,000 that the physical plant was 
providing for the clearing of snow and maintenance of the 
parking lot. At the time the question was asked to him by 
Rep. Bardanouve, relative to the future of the Museum of the 
Rockies, it was clear and he agrees with him 100%. The 
proposal that Ms. Taylor made in terms of 33,33,33 was the 
optimal budget projected by the management of the museum. 
They are not asking the state to assume 1/3 of the budget, 
simply saying that was their original plan and by comparison 
they have had to drop down to 20%, roughly $325,000. They 
have not been to this Committee to ask for dollars to 
support the Museum in terms of the Institution's 
responsibility. Why they have come forward though is it is 
a new game, a new proposal. There are things that are 
different today than they were in 1983 when they first came 
forward. Now in 1989 they are approaching a major new 
enterprise as far as this endeavor is concerned on behalf of 
the state of Montana. In terms of the educational 
implications, what they have come back for is to say in that 
public domain it seems reasonable for the state to 
participate with them. 

Representative Bardanouve stated he feared when he asked those 
questions exactly what is happening today and he could see 
it coming. 

Representative Grinde asked if he was correct in the way he reads 
this that it is not a one-time expense for the biennium but 
would be injected in an on-going expenditure. Dr. Tietz 
stated that is correct. There are $150,000 a year in the 
base maintenance operation of the facility, and as the Bill 
is written another $240,000 for personnel which would 
include the Director of the Planetarium, the Planetarium 
technician, curator of Arts and Photography, curator of 
Exhibits and also a chief of security. Rep. Grinde asked if 
there are any fees charged for visitation? Dr. Tietz 
stated there will be fees charged. At the present time 
there are voluntary contributions but as they proceed there 
will be fees charged, partly based on the degree to which 
the Museum is open, partly based on the nature of the 
exhibits at the time. There will be special fees for 
special exhibits. 

Closing by Sponsor: 

Representative Addy stated this is an opportunity that nobody 
foresaw a number of years ago and this is a program with 
tremendous potential. 
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The hearing closed on House Bill 768. 

HEARING ON HOUSE BILL 765 

"AN ACT CREATING THE MICROBUSINESS FINANCE PROGRAM; CREATING THE 
MICROBUSINESS ADVISORY COUNCIL; PROVIDING A STATUTORY 
APPROPRIATION; PROVIDING AN APPROPRIATION FROM THE IN-STATE 
INVESTMENT FUND, REQUIRING A THREE-FOURTHS VOTE OF THE 
LEGISLATURE; AMENDING SECTION 17-7-502, MCA; AND PROVIDING AN 
EFFECTIVE DATE." 

Bresentation and Opening Statement by Sponsor: 

Representative Vincent, House District 80, distributed several 
handouts and referred to Exhibit 1, Microbusiness 
Development Act as well as the other Exhibits, 2 and 3. The 
intent of this Bill is to establish what amounts to his 
thinking a loan program to assist in the finance and 
development of what they are beginning to call 
microbusinesses. The program will make available market 
rate loans administered at the local, at the community 
level. 

Testifying Proponents and Who They Represent: 

Bob Heffner, Director of Small Business Development Center, 
Department of Commerce, Helena 

David Martin, Headwaters RC&D Economic Development Committee, 
Powell County 

Dan Kemmis, City Council, City of Missoula 
Dave Lewis, Executive Director, Board of Investments 
Bob Pancich, Administrator of the In-State Investment Program, 

Board of Investments 
Judy Smith, Missoula Community Business Incubator and the Women's 

Economic Development Group, Missoula 
Steve Huntington, Executive Director, Science and Technology Labs 
Jim Tutwiler, Montana Chamber of Commerce 
Barbara Richard, Private Business Consultant and Community 

Development Director for the City of Malta. 
Ted Neuman, Montana Council of Cooperatives 
Bill Chumrau, Director, Missoula Community Business Incubator. 
Jerry Christison, Assistant District Director for Business 

Development, Small Business Administration 
Gary Mason, Corvallis 
Lynn Robson, Women's World Banking, Bozeman 
Cindy Owings, Bozeman 
Ann Prunuske, Montana Alliance for Progressive Policy, Helena 
Ted Dodge, Coordinator for the Headwaters RC&D 
Laurie Shadoan, Bozeman Chamber of Commerce and Gallatin 

Development Corporation 
Dixie Swenson, Headwaters Group, Bozeman 
Jeff Rupp, Bozeman HRDC 
John Filz, President of Bitterroot Valley Development Corporation 
John Rodgers, Economic Development Administration, U.S Dept. of 
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Mr. Heffner stated he was pleased to report they do have the 
Administration's support for the Bill. However, their 
support is conditioned on some amendments to the Bill. He 
mentioned the nature of the program and that it just does 
not talk about money but about loans. They are asking to 
set aside in the Bill as it is written $2.200,000 from the 
in-state investment fund and money is to be used to 
capitalize community revolving loan funds, or microbusiness 
development companies. The companies that qualify under 
this act, microbusiness development companies, will also 
have to be prepared to write a curriculum of management 
training. Alot of good ideas have come to the legislature 
and before this committee asking to use trust fund money. 
There are three distinctions about this proposal: 1) they 
are not proposing to spend money, just to loan it. 2) they 
are proposing to use the money for the very purpose for 
which the in-state investment act was passed in the first 
place. They are proposing to see that money lent to the 
very people and kind of businesses the legislature had in 
mind when they passed that act. 3) this is emphatically 
not a give-away program. When management training and 
technical assistance is combined with small and appropriate 
amounts of finance stepping people up to the point where 
they can become main street bank clients. They support the 
program because of the way it takes of meeting the need in 
the market that they have identified. What it asks to do is 
take a modest amount of capital out from under central 
administration in Helena. See Exhibit 5. 

Mr. Heffner stated the most important thing the amendments (See 
Memo-Proposed Amendments to HB 765) do is restructure the 
program to a pilot project, operated in three project sites 
only, funded up to $250,000 apiece and having a sunset 
provision at the end of four years. They hope the program 
will prove itself and prove itself before they ask for a 
large amount of money. The importance of that is cautiously 
tapping into any kind of trust fund, they have to impose on 
themselves the requirement to be as circumspect and as 
prudent as possible in entering into this program. 

Mr. Martin stated they are presently in the process of putting 
together a revolving loan fund and this appropriation will 
help them get started. There are those gaps that do exist 
as found from the Department of Commerce survey as well as 
surveys they did in Powell County plus· some data gathered 
across the counties in southern Montana. The revolving loan 
funds will help fill that gap. It is not a giveaway as has 
been indicated but a loan program and those dollars will 
continue to rotate and revolve throughout the state. 
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Mr. Kemmis stated the City of Missoula has already devoted and 
pledged $250,000 to exactly this kind of program so the city 
believes in this. As one of the authors of the in-state 
investment program, which came out of a citizen's 
initiative, as part of the coal tax trust. From the 
beginning, trying to get money into the Montana economy out 
of that trust fund, they faced the difficulty of 
administering it as a trust fund and then getting it in the 
small locally owned businesses. This has not worked out as 
they had anticipated. Not that the in-state investment 
program is not succeeding, but it cannot succeed as it now 
stands. If they could have a pilot program, he would like 
to see 5 or 6 rather than 3, they would then see the low 
level of losses that will result from this approach. The 
money has already been earmarked for in-state investment. 

Mr. Lewis stated this program is one that the Board is very 
interested in. They see it filling a needed gap between 
what they can do with their collateralized loans and the 
needs of the community. They recognize it as an experiment, 
as a first step, but the intention of the legislature, as 
expressed in statute as far as the uses of the coal trust 
fund, clearly aim that money at trying to improve the 
Montana economy. Representative Bardanouve asked if this is 
robbing Peter to pay Paul and Mr. Lewis stated the impact is 
on the interest from the coal trust which is a general fund 
revenue source. There is an interest loss but there are 
jobs created, businesses created, and an increase in 
economic activity in the state. 

Mr. Pancich stated they presently have over $56,000,000 available 
in the in-state investment fund. Of that $31,000,000 is 
invested leaving a little over $25,000,000 available to be 
invested. The Board first set up targeting basic industries 
and found they could expand the program after the merger 
with the Board of Investments and now they target every 
business in Montana and give a job credit reduction in their 
interest rate based on jobs. There is a total of 
$48,000,000 in loans since the inception of the program. 
Presently there are 129 borrowers on the books, with no 
delinquent loans of any serious consequence. There were a 
total of $68,000,000 in applications over that period of 
time and 207 applicants. On the loans they committed to 
fund there were 2,266 existing jobs preserved, 1608 jobs 
created from the program. During the whole period of time 
they have funded one start-up. The in-state investment 
program was set up to do start-ups as well as existing 
business programs. The problem they run into is the size of 
the loan. The smallest loan offered to the Board was 
$28,000 and the program in this Bill will help fund those 
borrowers under $25,000. Bankers do not have the time to 
hand-hold a small business and work them through the 
process. This Board proposes to do that through local 
development corporations in order to help this business 
actually understand how a business ought to work before they 
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Ms. Smith stated they are modeled after a program that is very 
successful in St. Paul. Their program is basically taking 
people who are interested in starting a microbusiness or 
self-employment opportunity and give them the technical 
assistance and training. Then if they continue on and 
follow through with that training there is the access to 
capital and can start their own business. See Exhibit 9. 

Mr. Huntington stated his firm is also a manager of funds under 
the in-state investment program through HB 683. Because of 
the return on investment expectation of their program as 
well as the kinds of deals they target, the kinds of 
projects and the kinds of borrowers envisioned here, cannot 
be touched by their program. They think the business 
development assistance that is envisioned in this Bill that 
this can be a very effective economic development tool. 

Mr. Tutwiler stated he thinks this Bill has alot of potential for 
alleviating the situation where Montana is consistently 
ranked below the national average in terms of per capita 
income and consistently below the national average in terms 
of hourly wage. 

Ms. Richard stated they have experienced that local organizations 
in small communities can administer revolving loan programs 
like this one proposed by this Bill. The City of Malta has 
established the revolving loan fund using Community 
Development Block Grants for housing rehabilitation. They 
manage a portfolio of nearly 50 loans and they total 
$600,000. See Exhibit 10. 

Mr. Neuman said because they have been frugal with the job 
training coordinating council with their administrative 
funds over the last several years they have been able to 
fund several pilot projects in the area of retraining 
dislocated workers, homemakers, and others to start their 
own businesses. This has been a good project and this Bill 
will go a long way to encourage and help those people get 
started in their entrepreneur businesses. 

Mr. Chumrau limited his remarks to experience they have had with 
the Incubator and how they worked through its own program. 
In order to obtain financing they found two major drawbacks 
from the banks. One of those was that the loans were too 
small and uneconomical to deal with so that created a high 
chance of risk and so they addressed that issue by giving 
them ongoing and technical assistance. Secondly, they were 
concerned about the idea of risk so what they have done in 
the Missoula program is deposited money in the financial 
institution and they use that money as a guarantee. 
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Mr. Christison stated this program will be very beneficial in 
serving the needs of people who have no access to funding or 
any idea how to run their business. SBA pledges all their 
resources for counseling and training to help these people. 
He would suggest they go to a higher level than just 3 and 
recommends they expand the program somewhat. See Exhibits 
11 and 12. 

Mr. Mason assists the Bitterroot RC&D on the economic development 
in the Bitterroot Valley, Missoula County and Mineral 
County. The Bitterroot RC&D has worked with a group in 
Missoula and have over 100 people involved in that who could 
use this type of financing. The Bitterroot RC&D in Hamilton 
has over 100 requests for assistance that would also be able 
to use this type of funding. The Ravalli County Electric 
Co-op is also in favor of this Bill. See Exhibit 16. 

Ms. Robson asked the committee to look at something larger than 
three communities. She then read from her testimony. See 
Exhibits 13 and 14. 

Ms. Owings stated this Bill would provide for an entrepreneur 
like herself the possibility of funding and technical 
assistance which she was severely lacking. If it hadn't 
been for the Montana Commerce Department and some very good 
friends she would not be where she is today. She is a 
success story and hopes they pass this Bill. 

Ms. Prunuske stated her group is a coalition of labor senior's 
education, low income. They strongly support this group and 
urge expanding to more than three communities. 

Mr. Dodge stated the seven counties that make up his organization 
include alot of rural communities such as Philipsburg. A 
year ago that group worked with other agencies in two other 
states to try to put together a workshop in Spokane to 
explore this issue because they saw this need. Therefore, 
they see this program as going a long way toward meeting 
that need. 

Ms. Shadoan handed out a written testimonial. See Exhibit 15. 

Ms. Swenson stated the Bozeman experience has been very much like 
that of the Missoula program in terms of the needs that they 
are finding for people who need training and financing. 

Mr. Rupp urged favorable consideration of this Bill. 

Mr. Filz stated his group is the model for this activity they are 
hearing about. They have been in operation for 20 years and 
started as a private stock corporation and sold $11,000 
worth of $1.00 per share stock. Since then by loaning that 
money, bringing it back in and by leveraging small business 
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money they have loaned out $400,000 and never lost a dime. 
Nobody gets paid to do this as they are all volunteers. 
This Bill would significantly enhance their ability to do 
good things in Ravalli County, would allow them to provide 
technical assistance, and hopefully to allow them to access 
some information from the Security Exchange Commission, and 
to loan more money out. 

Mr. Rodgers stated there is a possibility that funds from this 
program could be used to match additional revolving loan 
funds from his agency and perhaps stretch those resources 
and their own resources as well. 

Representative Connelly stated for a year and a half she has been 
doing research on this very same thing and she did attend a 
workshop in Spokane last summer. She had an application in 
for a bill to do this but Rep. Vincent had gone along a 
little further so she cancelled hers. She is in support of 
the Bill. 

Testifying Opponents and Who They Represent: 

None 

Opponents Testimony: 

None 

Questions From Committee Members: 

Representative Marks noticed in one section of the Bill it 
particularly alluded to agricultural enterprises and is this 
presented as a natural resource enhancement opportunity and 
wondering how and why it is treated differently. Mr. 
Heffner stated it is not a farm loan program but is intended 
for evaluated activity and it particularly says if an 
agriculture enterprise is engaged in packaging or processing 
a product is as eligible as anybody else. Rep. Marks asked 
what would be excluded then and Mr. Heffner stated basic 
agriculture, ranching and farming. 

Closing by Sponsor: 

Representative Vincent thanked all the proponents who came in to 
help out with this Bill. He also stated this is the best 
way to get Montana money working for Montana's economic 
future and that segment of the economy that holds the most 
promise. He urged the committee to expand the program to a 
little beyond what the Department of Commerce has suggested 
to five or six pilot projects so they pan make sure they 
strike the right kind of rural-urban balance. 

Representative Bardanouve closed the hearing on House Bill 765 

HEARING ON HOUSE BILL 761 
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"AN ACT ESTABLISHING AN INCOME TAX VOLUNTARY CHECKOFF TO PROVIDE 
FUNDS FOR SEARCH AND RESCUE OPERATIONS; DESIGNATING THAT THE 
DEPARTMENT OF JUSTICE USE THE CHECKOFF REVENUE TO SUPPLEMENT 
FUNDING OF SEARCH AND RESCUE OPERATIONS CONDUCTED UNDER THE 
SUPERVISION OF COUNTY SHERIFFS' OFFICES; ESTABLISHING A SEARCH 
AND RESCUE ACCOUNT; APPROPRIATING MONEY FROM THE GENER.~I. FUND 
CHECKOFF FUNDS TO THE SEt..RCH "" .. NO RESCUE .~CCOUNT DEPARTMENT OF 
JUSTICE; AND AMENDING SECTION 7-32-235, MCA." 

Presentation and Opening Statement by Sponsor: 

Representative Moore, District 65, stated this is a Search and 
Rescue Bill and started out with it thinking that this is 
only to supplement search and rescue missions especially 
when they get into those missions where they have to call 
for aircraft and it becomes terribly expensive. She was 
approached to carry this Bill by a search and rescue person 
in Missoula. She thought of the voluntary checkoff on the 
income tax as another means of getting some help for the 
search and rescue people. To make the Bill more acceptable 
she would like to remove the general fund money request from 
the Bill and keep the Bill alive with just the voluntary 
checkoff? She would also like to increase the checkoff from 
$.50 as is on the Bill to $1.00 because it would cost less 
to implement the whole system if it was $1.00. The fiscal 
note says currently the income tax system is set up to 
collect only whole dollar amounts. The fiscal note shows 
there are 35 recognized search and rescue units in the state 
and they perform 330 missions per year at a cost of about 
$250.00. All this work is done voluntarily. All their time 
is contributed and raise money out of their own pockets, 
fund raisers, etc. She has a request from Lewis and Clark 
County Sheriff, Chuck O'Reilly to put an amendment on page 
3, starting on line 3, which would say "upon signing and 
approval of the sheriff". This would give the sheriffs in 
Montana the control of this money and it would be up to 
their discretion to decide at what level that search would 
be to ask for extra help. 

Testifying Proponents and Who They Represent: 

Chuck O'Reilly, Sheriff of Lewis and Clark County and 
representing the Montana Sheriffs and Peace Officers' 
Association 

Ralph DeCunzo, Search Coordinator for Lewis & Clark Search and 
Rescue and member of the Montana Sheriffs and Peace 
Officers' Association 

Dan Hawkins, President Lewis & Clark Search and Rescue 
David Ball, Deputy, Missoula County 
Jim Jones, Member of Board of Directors, Eikhorn Search and 

Rescue 
Peter Funk, Assistant Attorney General, Department of Justice 

Proponent Testimony: 
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Sheriff O'Reilly stated the reason for the request on the 
amendment is to allow the Attorney General to have some 
input to know that this was an authorized search. Sheriffs 
are in control of all local search and rescue groups within 
the state. This amendment is to let the Attorney General 
know who is a legitimate organization and who is not. The 
local search and rescue units don't just provide benefits to 
the locality they are from. They have participated in 
searches such as Governor Nutter's plane crash, Secretary of 
State Waltermire's plane crash, the national guard special 
forces that have become lost at 50 below zero and others. 

Mr. DeCunzo stated his group represents search and rescue units 
from across the state. The majority of the men and women 
who perform search and rescue within the state are 
volunteers. They use their own equipment and vehicles and 
don't ask for anything in return. This legislation will 
give the search and rescue organizations around the state 
the opportunity to recover some of the expenses that go into 
a mission. 

Mr. Hawkins is here on behalf of the 30 active members of his 
unit. The volunteer effort of their organization over the 
past year has been considerable. They had 20 missions 
entailing 2500 person hours plus an equal or greater number 
of hours spent in meetings and training. As considerable as 
this commitment is, it is volunteer and they choose to do 
it. Last year they logged 9800 vehicle miles on the 
missions and the cost of operating those vehicles over that 
distance added to the cost of personal equipment and 
supplies expended adds up very quickly. Their unit has been 
called upon to assist the county in four major instances 
beyond simple search and rescue in the past couple of years. 

Mr. Ball brought three of his volunteers with him and they all 
support the Bill. He stated a helicopter right now flies at 
about $635 an hour and they need more money. 

Mr. Jones stated his group supports the Bill. 

Mr. Funk is here to indicate Attorney General Racicot's support 
for this particular concept and to let the committee know 
there is no opposition within the Department of Justice to 
the dispersal role that is envisioned by this. Once the 
special revenue fund is established both the centralized 
services people and the Attorney General himself have 
indicated strong support for this and don't have any 
opposition to playing the role that's envisioned. 

Testifying Opponents and Who They Represent: 

None 

Opponent Testimony: 
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Questions From Committee Members: 

Representative Thoft asked how many counties in the state levy 
mills and Mr. DeCunzo stated three, Ravalli, Lincoln and 
Gallatin. 

Representative Bardanouve asked about the proposal of a checkoff 
to generate the income and he fears that the checkoff system 
won't produce much revenue and he wished they had a more 
stable source of funding for this very worthwhile purpose. 

Representative Quilici stated evidently there are no funds out of 
Silver Bow County and they are doing a good job in their 
area and feels it should be funded partially through some 
other method. 

Representative Peterson asked Rep. Moore why other counties are 
not levying a mill? She stated it has a10t to do with 105. 

Representative Connelly stated quite a few of the counties get 
money from United Way. Flathead County does and that might 
be why they have not had to levy a mill. 

Tape 4, Side A, 000 

Closing by Sponsor: 

Representative Moore reminded the committee that the search and 
rescue go to the aid of people who have been injured, such 
as cross country skiers etc. They are a mercy mission 
oriented group. She mentioned they put on page 3, line 7 of 
the Bill the $1,000 for each search and rescue mission 
patterned after Idaho. This is the limit they have on their 
search. The search and rescue people could have this 
checkoff option that they would promote the encouragement of 
the people to think about search and rescue at income tax 
time. She feels this will generate if just given a chance. 

Representative Bardanouve closed the hearing on House Bill 761 
and adjourned at 12:42 p.m. The committee reconvened at 
4:00 p.m. 

HEARING ON HOUSE BILL 763 

"AN ACT TO APPROPRIATE FUNDS TO PROVIDE ADDITIONAL IN-HOME 
SERVICES FOR THE AGING; AMENDING SECTION 53-5-101, MCA; AND 
PROVIDING AN EFFECTIVE DATE." 

Tape 4, Side A, 036 

Presentation and Opening Statement by Sponsor: 
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Representative Addy, District 94, stated HB 763 would appropriate 
$250,000 per year for in-home services and these are 
supportive services that are delivered to people in 
independent living situations that might have a little 
trouble fixing their own meals, maybe they are visually 
handicapped or have some other infirmity that makes it 
difficult for them to provide necessary care for themselves. 
The idea behind in-home services is that the longer you can 
keep people in an independent situation and familiar 
surroundings the better their general level of health will 
be, the less likely they will need nursing home services, 

. therefore, the less the load will be on medicaid payments 
for nursing home services. See Exhibit 1. 

Testifying Proponents and Who They Represent: 

Fred Patton, President, Legacy Legislature 
Agnes Crow, Legacy Legislature 
Le Dean Lewis, American Association of Retired Persons 
Judith Carlson, Montana Senior Citizens' Association 
Representative Menahan, Area V Agency on Aging - Anaconda 

Proponent Testimony: 

Mr. Patton stated there were 67 members from the grass roots of 
the state of Montana and one of the most important things 
that came up during the Legacy was health care. Of all the 
Bills that were introduced this was one of the five priority 
Bills that was introduced by Legacy Legislature. See 
Exhibit 2. 

Ms. Crow stated she has the experience of working directly with 
an in-home service program for 10 years. See Exhibits 3 and 
4. 

Ms. Lewis testified in favor of HB 763. See Exhibit 5 

Ms. Carlson stated one of the things that confuses people about 
these in-home services is how they are being paid under 
medicaid and under medicaid waiver. She wanted to make the 
point that these are the kinds of things that medicaid won't 
pay for. 

Representative Menahan spoke for the Anaconda group. See Exhibit 
6. 

Testifying Opponents and Who They Represent: 

None 

Opponent Testimony: 

None 

Questions From Committee Members: 
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Representative Cody asked if this is in any way similar to what 
they did in the Human Services Subcommittee which put more 
money into a horne in Lewistown? Rep. Addy said no. 

Representative Cobb stated his concern with this Bill is the SRS 
statute or rules of the Bureau are technically illegal. The 
Family Service Bureau Chief stated they were originally part 
of the Department of SRS and are part of a reorganization 
and he will check into that and make sure the language is 
all right. 

Representative Connelly said a relative of hers used some County 
Health services once a week and was charged $10.00 a visit 
and she wondered if that was because it was Flathead County 
or do they all charge? The Bureau Chief explained this 
program is funded under the Older American's Act and these 
in-horne services are voluntary contributions. Seventeen 
percent of the funding is from Seniors themselves. The 
state contributes 15%. You were probably charged under the 
Medicaid Certified Home Health Agency which is primarily for 
medicaid eligible people and they have a private pay program 
with that to subsidize the Agency. The mix of funds does 
vary in the communities and that is why in-horne service is 
so valuable. They do not have the waiver in every town. 
There are only 35 horne health agencies. 

Representative Marks asked how many counties is this operating 
in? The Bureau Chief stated for the most part in-horne 
services are in every county. It does vary as the services 
are prioritized at the local level. As here in Helena with 
the large mix of various home health agencies transportation 
won't be funded and medical transportation may be the 
priority rather than some home service. 

Closing by Sponsor: 

Representative Addy closed and hoped the committee would give 
this Bill every consideration. It is an important program 
and helps a10t of people to continue to remain at home. 

Representative Bardanouve closed the hearing on House Bill 763. 

HEARING ON HOUSE BILL 722 

"AN ACT GENERALLY REVISING THE MONTANA AGRICULTURAL LOAN 
AUTHORITY ACT; PROVIDING FOR LOANS TO AGRICULTURAL BUSINESSES 
OTHER THAN FARMS OR RANCHES; REVISING LOAN QUALIFICATION 
REQUIREMENTS; AUTHORIZING THE AUTHORITY TO PURCHASE OR SELL 
AGRICULTURAL LOANS FROM OR TO FINANCIAL INS~ITUTIONS, INCLUDING 
THE BOARD OF INVESTMENTS; ESTABLISHING A MORAL OBLIGATION OF THE 
STATE TO MAINTAIN A CAPITAL RESERVE ACCOUNT TO REPAY BONDS; AND 
AMENDING SECTION 80-12-102, 80-12-103, 80-12-201, 80-12-203 
THROUGH 80-12-205, 80-12-216, AND 80-12-301, MCA." 
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Presentation and Opening Statement by Sponsor: 

Representative Cobb, House district 42, stated that in 1983 the 
legislature created the agricultural loan authority and 
allowed the authority to issue bonds for people to acquire 
farm or ranch land or a down payment on the acquisition of 
farm or ranch land or the construction of depreciable 
property used on farm or ranch land. The authority cannot 
exceed $40,000,000 in issuing bonds in order to run the 
program. His idea was to purchase applicant loans from an 
applicant's financial institution or bank. The programs 
never worked as there were no bonds sold. The reason they 
can't sell the bonds is because there is no backing or 
potential backing by the state in cases of default so what 
this Bill did was to fix the program up in case they want to 
run the program. Before, it said the state did not have 
full faith in credit for backing of the bonds and they took 
that away. Now, it is more like a moral obligation bond 
like the economic development bonds they sell. If there was 
a default they could come to the legislature and ask to have 
them paid off. The legislature would not have to and that 
would allow the state to sell these bonds and actually 
participate and try to help these people buy up their lands 
or help a farmer get started. They also expanded it from 
just agriculture land or farmer to all agriculture 
businesses to allow anybody in the agriculture business to 
be able to try to get these loans or bonds. The other thing 
they did was to allow this authority, not to just buy the 
bonds, but to sell them and he thinks this is a more 
important issue. The Board of Investments did not like to 
handle the loans under $50,000 and they would be quite 
willing to buy up packages of loans. They allowed this 
agriculture authority to package the loans in the event they 
bought them and the Board of Investments would buy them. 
This would be like a secondary market they are creating in 
the state which they don't have right now. 

Testifying ProEonents and Who They ReEresent: 

None 

ProEonent Testimony: 

None 

Testifying °EEonents and Who They ReEresent: 

None 

0EEonent Testimony: 

None 

Questions From Committee Members: 
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Representative Kimberley wondered what the Bill was doing in 
Appropriations because he had not heard the word "money". 
Rep. Cobb stated this agriculture loan authority act was 
created in 1983 to allow this authority to issue $40,000,000 
worth of bonds in order for ranchers or farmers to go out 
and buy land. The trouble was, they couldn't sell the bonds 
because the bonds did not have any backing by the state so 
there was no use selling the bonds. So they changed it so 
there is some kind of obligation by the state so they can go 
in and ask if there is a default the legislature will pay 
off the debt. They have had bonding authority since 1983 
but have never sold the bonds. 

Representative Bardanouve asked if these would become General 
Obligation Bonds now? Rep. Cobb said no but they will be 
like the economic development bonds. There is a moral 
obligation. They fixed the law to make it work but the 
question is do you want to make it work this year? 

Representative Swift asked Rep. Cobb if he thinks the program did 
not have any takers initially? He noticed it was amended 
for a new worth of $250,000. Rep. Cobb stated if you just 
try to get the ones in debt you could have trouble keeping 
them alive and you want to have some options so those who 
are better able to pay you can still take their loans. 

Representative Cody stated if the program is not working and has 
not worked then why are we continuing to fix something and 
does Rep. Cobb see a need for it now? Rep. Cobb stated the 
bonding will lower the interest rates 1% or 2% or maybe 3% 
but what they did create in this is a secondary market and 
the Board of Investments is looking to buy up packages of 
these small loans but somebody has to go out there and hook 
them together. 

Representative Bardanouve stated it says it shall be appropriated 
to keep reserves up and wondered what it would cost? Rep. 
Cobb stated that is existing law. The Bonds were never sold 
so there was no money to have for a reserve. 

Representative Thoft stated he could not remember this thing. It 
seemed to him as though the banks were handling these things 
and he feels the banks should take some responsibility. 
Rep. Cobb stated that is partly true and it was supposed to 
work that way. You went to the banks to buy it, the banks 
have to agree to it and then they help sell the loan. 

Representative Peterson asked Rep. Cobb if they even want this 
now and does it affect the bonding ability, does it cause 
some other problems? Rep. Cobb stated they never look at 
over-all bonding problems in the state they just keep 
bonding, so he wants to make sure when you vote for 
$40,000,000 you're trying not to bond too much. This 
program will work if you can do the secondary market. 
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Representative Bardanouve asked about the moral obligation and 
maintaining a capital reserve account. How much money do 
they have to maintain in the account if these bonds are 
sold? Rep. Cobb stated if you have a moral obligation bond 
and if it goes into debt you have to come back to the 
legislature and ask for the minimum amount of money needed, 
in case of defaults, to keep that reserve going. Rep. 
Bardanouve stated we are relying too much on Bonds and are 
becoming Bond happy. Rep. Cobb agreed but hoped this would 
help people in agriculture to get loans. 

Representative Marks asked about the intent on Page 4. 
Corporations were excluded from participating previously and 
wondered about the intent. Rep. Cobb stated that was the 
existing law and he did not want to touch that. They still 
can't and all they are trying to do is create a secondary 
market and also get the bonds sold so they can do something 
out there because these will sell. 

Closing by Sponsor: 

Representative Cobb closed. 

Representative Bardanouve closed the hearing on House Bill 722. 

Tape 4, Side B, 000 

DISPOSITION OF HOUSE BILL 433 

Motion: 
Representative Grady moved to bring House Bill 433 back off the 

table and to reconsider the action. Motion passed. 

Discussion: 
Representative Grady stated this Bill sets up a Commission for 

the State Historical Society. Rep. Cody asked where in the 
Bill it amended down the number of Commission members? Rep. 
Grady answered by handing out the amendments to be 
presented. Rep. Peterson asked if they decided the 
Historical Society could do this investigation? Rep. 
Bardanouve stated the general consensus at the time the 
motion was made was that the Society could do the work 
themselves without the Bill. 

Representative Thoft stated it was like the Disaster 
Committee they took the money away from. 

Amendments, Discussion, and Votes: 
Representative Grady moved the amendments •. He stated this money 

comes out of Accommodations tax and allows them to set up 
this commission to review the Historical Society. What the 
amendments do is lower the commission from 15 to 9 members 
and they will only meet four times during the study period 
and amends the amount of money down from $20,000 to $9,019. 



Motion carried. Two nays. 

Recommendation and Vote: 
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Representative Grady moved the Bill as amended. Representative 
Swift asked what the $9,000 would be used for if it was not 
for this commission. It was explained the $9,000 comes from 
the 1% of the bed tax that currently goes to the Historical 
Society and those funds are spent on a number of different 
things. Some of it is spent on signage, some on tours of 
the Capitol, and some is spent on miscellaneous items 
relative to the Historical Society. This Bill would 
indicate that this amendment money oui of that bed tax would 
be spent for these purposes. Motion to Do Pass House Bill 
433 as amended failed. 

DISPOSITION OF SENATE BILL 308 

Motion: 
Representative Menahan moved Do Pass. 

Discussion: 
Representative Menahan stated it extends criminal investigation 

and prosecution from coal tax allocation. 

Representative Swysgood said some money has been appropriated to 
the account in the subcommittee and they did not fund a 50-
50 match but did fund the current match in the second year 
of 25-75. He wondered if this is an increase in funding 
over what they have appropriated. 

Representative Quilici stated in the testimony today, Attorney 
General Racicot stated was that we wouldn't fund the Western 
Task Force into 1991 because the federal funds were drying 
up and we said we would try to get the other funds somewhere 
else. He said with this Bill this will also fund the 1991 
biennium for the Western Task Force, the undercover people 
and investigators. 

Representative Marks stated he was supportive of what they are 
trying to do but he feels they can come in and fend for 
themselves for appropriations. 

Representative Peterson stated she thinks drug culture is 
relatively new but the extreme importance of this kind of 
surveillance is critical. She would agree with 
Representative Marks that if they wanted to put a sunset 
clause on this coal money then let them do so, but she 
thinks the importance of the program is really for Montana. 

Representative Bradley asked if this is considered in the 
Attorney General's budget? Rep. Quilici stated this was 
part of it that was addressed and they didn't put it in but 
funded them for the match for fiscal 1990 but did not fund 
the match for fiscal 1991. They said it was started with 
federal funds and they didn't think they had the general 
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fund money at the time to put in there. 

Representative Bradley stated they spend all that time on the 
subcommittees trying to prioritize and these other things 
come in and she feels it isn't because they don't have 
merit. 

Representative Bardanouve stated he respects the new Attorney 
General very much but earlier he testified that he did not 
need this earmarked money and if he could not justify a 
program in his department then he should not have the money. 
Now he comes in and wants the committee to earmark 
$1,250,000 which was never earmarked before. 

Representative Swysgood stated when they heard this in the 
subcommittee they fully funded them the first year of the 
biennium and were $250,000 short of funding them the 
difference between the federal match for 1990 and what it 
will be in 1991. He would have felt much better if they had 
come in to this committee and asked for the difference 
between what the federal match is going to be in 1991 and 
what we funded them and he could have supported that. This 
would be about $1,000,000 less than what he is asking for. 
He has funding for the first year of the biennium, full 
funding for both units, and is short about $250,000 for the 
second. 

Representative Quilici stated the vote was not unanimous out of 
the subcommittee but it prevailed and they did not fund them 
the second year of the biennium. 

Amendments, Discussion, and votes: 

None 

Recommendation and Vote: Vote was taken on Rep. Menahan's motion 
for a do pass. Motion failed. 

DISPOSITION OF HOUSE BILL 739 

Motion: 
Representative Menahan moved Do Pass on this Bill which allocates 

a portion of the "bed tax" from state agencies to the 
general fund. 

Discussion: 
None 

Amendments, Discussion, and Votes: 
None 

Recommendation and Vote: Voted, passed. 
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DISPOSITION OF HOUSE BILL 716 

Representative Swift moved to do pass this Bill which will revise 
western judicial district. 

Discussion: 
Representative Cody commented that it may not cost any money this 

year but what you are saying that somewhere down the line 
Missoula will come in and want another judge and that is 
where the cost starts. 

Amendments, Discussion, and Votes: 
None 

Recommendation and Vote: Voted, passed. 

DISPOSITION OF HOUSE BILL 282 

Motion: 
Representative Thoft moved a Do Not Pass on HB 282, Detention 

center standard commission. Motion to Do Not Pass. 
Discussion: 
Representative Thoft referred to Page 3 of the Bill and stated 

the language really disturbs him as the standards are to be 
adopted by 1991 but that no facility be closed for non­
compliance. He thinks what that language means is this 
commission can actually go around and close jails and thinks 
this is a dangerous Bill. 

Amendments, Discussion, and Votes: 
None 

Recommendation and Vote: 
Voted, passed. 

Tape 4, Side B, 427 

DISPOSITION OF HOUSE BILL 759 

Motion: 
Representative Nisbet moved do pass on Bill 759 to appropriate 

money for grants to medical research facilities. 

Discussion: 
Representative Thoft asked if they could go to the in-state 

investment to get the money. Rep. Nisbet stated they can't 
afford to pay back any kind of loan even though it is 
$2,000,000 because they are non-profit and that is why they 
want the grant. 

Representative Bradley asked if this is for a building and Rep. 
Nisbet said yes. Rep. Bardanouve stated this will come out 
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Representative Peterson asked if they could amend this to make it 
a loan? 

Representative Thoft stated he cannot imagine there is $8,000,000 
of government money sitting there that they can't find 
$2,000,000. 

Representative Swysgood stated they need to look at some way they 
can get this Bill out of here because one way or another it 
is going out of this committee. If they turn it down it 
will be taken out of here. They need to have a mechanism in 
place first. 

Representative Nisbet stated it is a State of Montana Bill and 
does not set a $2,000,000 grant to Great Falls but sets up a 
medical research facility projects account. Anybody in this 
state can apply for that money if they can meet the 
requirements. It does not state any locality in the state 
specifically. 

Amendments, Discussion, and Votes: 

Representative Peterson stated she would like to put in an 
amendment that substitutes the word "loan" for the word 
"grant" to see if people who have $2,000,000 to pick up 
another $8,000,000 can't be creative enough to find some way 
to pay back the $2,000,000. 

Recommendation and Vote: 

Representative Nisbet's motion that House Bill 759 do pass was 
voted and passed. 

DISPOSITION OF HOUSE BILL 722 

Motion: 
Representative Cobb moved to Table HB 722, Revise Montana 

Agricultural loan authority act. Vote passed. 4 nays. 

Discussion: 
None 

Ameedments, Discussion, and Votes: 
None 

Recommendation and Vote: 
None 

Tape 5, Side A, 000 
DISPOSITION OF HOUSE BILL 277 

Motion: 
Representative Marks moved Bouse Bill 277 do pass. This 
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appropriation would provide state funds to support public 
television. 

Substitute Motion: Substitute Motion by Representative Bradley 
to amend House Bill 277, to reflect the intent which is 
$100,000 for the biennium. 

Discussion: Representative Bradley said it was her understanding 
that the bill was amended down to $100,000 for the biennium 
and it came out of the House Education subcommittee on a 3 
to 2 do pass recommendation. 

Amendments, Discussion, and votes: The amendment was voted, 
passed. 

Substitute Motion: Motion by Representative Bradley that House 
Bill 277 do pass as amended. 

Recommendation and vote: Voted, passed. 

Do pass as amended. 

DISPOSITION OF HOUSE BILL 500 

Motion: 
Representative Quilici moved HB 500 do pass. This Bill would 

create college savings bond program to fund certain 
university facilities. Representative Marks made a 
substitute motion to table the Bill. 

Discussion: 
Representative Marks stated this is an outright bonding program 

rather than a revenue bond program. Discussion followed. 

Amendments, Discussion, and votes: 
None 

Recommendation and Vote: 
Substitute motion to table passed. 

DISPOSITION OF SENATE BILL 95 

Motion: 
Representative Bradley moved Do Pass on Senate Bill 95. 

Discussion: 
Discussion followed. 

Amendments, Discussion, and Votes: 
Representative Menahan moved to amend to $27 instead of $30. 

Recommendation: Voted, passed. 

Representative Bradley moved to do pass as amended. 
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Recommendation and Vote:Voted, passed. 

DISPOSITION OF HOUSE BILL 761 

Motion: 
Representative Swysgood moved the amended Bill to strike $25,000 

from general fund. 

Discussion: 
none 

Amendments, Discussion, and Votes: 
The amendment was vote, passed, Representative Quilici voted no. 

Motion: Motion by Representative Swysgood that House Bill 761 do 
pass as amended. 

Recommendation and Vote: Voted, passed, Representative Cobb 
voted no. 

DISPOSITION OF HOUSE BILL 72 

Motion: 
Representative Bradley moved to table HB 72. 

R~eOMmendation and Vote: 
Voted, passed. 

DISPOSITION OF HOUSE BILL 329 

Motion: 
Representative Menahan moved do pass HB 329 to appropriate funds 

for an upper Clark Fork river basin coordinator. 

Discussion: 
Discussion followed. 

Amendments, Discussion, and Votes: 
None 

Recommendation and Vote: 
Vote passed. 

DISPOSITION OF HOUSE BILL 609 

Motion: 
Representative Kimberley moved do pass on HB 609 to establish 

water quality rehabilitation account. 

Discussion: 
None 

Amendments, Discussion, and Votes: 
None 
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DISPOSITION OF HOUSE BILL 663 

Motion: 
Representative Bradley moved do pass on HB 663 to include Hospice 

care as a mandatory medicaid service. 

Discussion: 
Discussion followed. 

Amendments, Discussion, and Votes: 
None 

Recommendation and Vote: 
Vote passed. Rep. Cobb voted no 

DISPOSITION OF HOUSE BILL 640 

Motion: 
Representative Menahan moved do pass on HB 640 to sell bonds to 

renovate metallurgy building at Montana Tech. 

Discussion: 
Discussion followed 

Amendments, Discussion, and Votes: 
Representative Marks made a substitute motion to Table. 

Discussion followed. 

Recommendation and Vote: 
Substitute motion to Table passed. 

ADJOURNMENT 

Adjournment At: 6:20 p.m. 

FB/sk 
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'STANDING COMMITTEE REPORT 

March 18, 1989 

Paqe 1 of 1 

· Mr. Speaker: We, the committee Qn Appropriations report that 

House Bill 739 (first reading copy -- white) do pass • 

--","",\ \/ t' , 

J"'( ',. 
Signed: I 0~J\P ,~_A··.,{~l~'"';. 

Francis Bardanouve, Chairman 

631052SC.HRT~~ 



STANDING COMMITTEE REPORT 
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March 18, 1989 
Page 1 of 1 

Mr. Speaker: We, the committee on Appropriations report that 

House Bill 739 , (first reading copy -- white) do pass • 

Sig-ned: ',,;.../'), ,I J"~_~, 
Francis Bardanouve, Chairman 

6310S2SC.HRT F-"1 
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STANDING COMMITTEE REPORT i· 
I' 

. , 
I. 

March 18, 1989 

Paqe 1 of 1 

Mr. Speaker: We, the committee on Appropriations report that 

House Bill 716 (first reading copy -- white) do pass • 

i 
.,-<-. 

Siqned: i~/.'\"I\../·, {~).r-e. 
Francis Bardanouve, Chairman 

631054SC .HRT r1 



Mr. Speaker: 
House Bill 282 

STANDING COMMITTEE REPORT 

We, the committee on Appropriations 

(second readinq copy -- yellow) 

\ 

March 18, 1989 
Page 1 of 1 

report that 

do NOT pass • 

i ,I Signed: ;.'~ , 
Francis Bardanouve, Chairman 

631104SC.HRT 
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Mr. Speaker I 
House Bill 759 

\ 

\ 

STANDING COMMITTEE REPORT \' .1·· " 

March 18, 1989 
Page 1 of 1 

We, the committee on Appropriations report that 

(first reading copy -- white) do pass • 

-Signed: ." ;."\, r ; ...•. S, 
Francis Bardanouve, Chairman 

631055SC.HRT /'~ 
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STANDING COMMITTEE REPORT 
. : 

March 18, 1989 

Page 1 of 1 

Mr. Speaker: 
HOUSE BILL 277 
amended. 

We, the committee on . Appropriations report that 

(first reading copy -- white) do pass as 

And, that such amendment read: 

1. Page 3, line 1. 
Strike: "$435,800· 
Insert: "$100,000· 

Signed: /'l '. ~ }.' i \, ,.r-f-) 

Francis Bardanouv-E!::? Chairman 

/' , 

63123BSC.HBV 



STANDING COMMITTEE REPORT 
.. \ 
! 
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March 18, 1989 

Page 1 of 1 

Mr. Speaker: We, the committee on Appropriations report that 

SENATE BILL 95 (third reading copy -- blue) be concurred in as 
amended • 

Signed: ,_,,/(\Jl.' :'r':L.~! 

And, that such amendments read: 

1. Page 2, line 1. 
Following: .~" 
Strike: "$30r­
Insert: "$27" 

Francis Bardanouve, Chairman 

/\ 
!' Jl I .... t ) - .~, 

631242SC.HBV 
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STANDING COMMITTEE REPORT 
'-> )/~ \~ ···v····; 
j " 'gF,"t· 

i . 
. March 18, 1989 

Page 1 of 2 

Mr. Speaker: .• We, the committee on Aperopriations report that 
HOUSE 'BILL 761 (firstrea~ing copy--white) do pass as 
amended: • 

I; '. 
;,.,f..., i: po 

Signed: f'~ .. )/)\ "i . .I', •• 3, .. -'\:'J.~------,----
Francis Bardanouve, Chairman 

And, that such amendments read: 

1. Page 1, line 10. 
Following: "APPROPRIATING" 
Strike. ·MONEY FROM THE GENERAL FUND· 
Insert: ·CHECK-OFF FUNDS· . 

2. Page 2, line 11. 
Strike: "THE SEARCH AND RESCUE ACCOUNT" 
Insert: "THE DEPARTMENT OF JUSTICE" 

3. Page 2, line 11. 
Strikel "50 cents· 
Insert: "$1" 

4. Page 2, line 12. 
Strike: "50 cents· 
Insert: "$1" 

5. Page 2, line 15. 
Strike: "50 cents" 
Insert: "$1" 

6. Page 3, line 3. 
Fo1lowinw: "(3)" 
Strike: All 
Insert: ·With written approval of its county sheriff, a· 

7. Page 3, line 15. 
Following: "from the" 
Strike: IIgeneral fund" 
Insert: "search and rescue state special revenue account" 

C'j. 
1:;. '; : 

/ 
/ 

/ /A···J 

631430sc~iBV 
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March 181 
Paqe'2 '0 

9.Pag. 3" line 16. 
Fol1owinqz"department of justice" 
Striket"tothe credit of the search and rescue account 

.,' . established in [section 1] . All funds in the account are 
" appropriated~o the department." 

/ 631430SC.HBV 
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STANDING COMMITTEE REPORT 
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March 18, 1989 

Paqe 1 of 1 

Mr. Speaker: We, the committee on Appropriations report that 
House Bill 329 (first readinq copy -- white) do pass • 

-' .. " " . '. '.; . ;.?' 
signed: ,~:h,'.; :)"/. f:}r--~ 

Francis Bardanouve, Chairman 

631058SC.HRT I 
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Mr. Speakers We, the committee on Appropriations report that 

House Bill 609 (first reading copy -- white) do pass • 

Signedt=-__ ~ __ ~~~ ____________ ___ 
FrancIs Bardanouve, Chairman 

631059SC.HRT 
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STANDING COMMITTEE REPORT ' 

March 18, 1'989 

Page 1 of 1 

Mr. sp.eaker: We, tJ:leoo~tte:e, on Appropriations report that 
," 

House Sill 663 (third reading' copy '::'~'~blue) do pass • 
. ,'1 

, 
I , , 

, "... .... < 

Signed; [~, '.~~ .. 
Fra~rdanouve, Chairman 

, " 

! '. 

i ~ 
( , . I 
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BACKGROUND INFORMATION TO HB7!7 

Board Goal 

The Board of Investments (the Board) seeks to implement a program that 
would lend money to farmers who in return would assign their federal 
Conservati on Reserve Payment (the CRP) contracts to the Board. The 
Board would obtain the cash for the program by issuing bonds which 
would be repaid from the annual federal CRP payments. Implementing 
such a program requires amending the Economic Development Act which is 
the purpose of HB7l7. Further details on the federal CRP program and 
the anticipated structure of the Board's bond program follow. 

Background of Federal Conservation Reserve Program 

The Conservation Reserve Program, administered by the Agriculture 
Stabilization and Conservation Service (the ASCS) of the United States 
Department of Agriculture (the USDA), was authorized by Title XII of 
the United States Food Security Act of 1985 and is governed by 
regulations contained in 7.C.F. Part 704. CRP was established in order 
to conserve and eliminate over production on forty to forty-five 
million acres of highly erodible land across the United States. Under 
this program, a potential participant may bid his land under federal 
erodibility guidelines established by the Soil Conservation Service 
(the SCS) of the USDA. If the bid is accepted, a contract is entered 
into between the participant and the Commodity Credit Corporation (the 
CCC) of the USDA. 

The state of Montana and other states have been authori zed to be 
successors in interest to CRP contracts without dollar limitation; such 
authori ty has been approved through a standard memo of understandi n9 
and successor in interest agreement approved by the USDA. 

The following sets forth some of the terms of the CRP contract between 
the CCC and the CRP participant. 

The CCC agrees, subject to the availability of funds, to: 

1) pay the participant an annual rental income equal to the accepted 
per acre bid price multiplied by the number of eligible acres 
place in the CRP (CRP payment) during the period of the contract; 

2) share the cost of establishing eligible conservation practices 
with the CRP participant; and, 

3) provide the CRP participant with the technical assistance 
necessary to carry out the contract. 

The CRP participant agrees to: 

l) place into the CRP sped fi ed eli gi b 1 e acres of crop land and to 
implement a conservation plan in accordance with scheduled 
completion dates for a period of ten crop years; 



2) establish and maintain a permanent vegetative cover to reduce 
erosion; 

3) 

4) 

not allow grazing, harvesting or other commercial use of forage 
from the CRP land and not produce any agricultural commodity on 
converted wetland or highly erodible land; and 

file required reports to the local ASCS office. 

After CRP participants have agreed to implement the approved 
conservation plan, annual CRP payments will be made after October 1 of 
each year of the contract period in the form of cash, commodity 
certificates or in any combination of payments established in 
accordance with 7. C.F.R. Part 77. 

If the CRP participant breaches the CRP contract, the cce may terminate 
the CRP contract, in which event the CRP participant will forfeit all 
rights to payments under the CRP contract, refund all payments 
previously received together with certain specified amount of interest, 
and pay specified liquidated damages. 

If a new owner or operator purchases or obtains the right and interest 
in or right to occupy the CRP 1 ands such new owner or operator may 
become a participant in the CRP contract with the same terms, 
conditions and obligations. 

Monitoring and Enforcing CRP Compliance 

The approximately 49 ASCS offices within the state are responsible for 
disbursing CRP payments and monitoring compliance in their respective 
counties. ASCS employees report to and their operations are 
administered by both state and county Agricultural Stabilization and 
Conservation (ASC) committees. State ASC committees are composed of 
three members who are appointed by the Secretary of Agriculture. A 
county ASC committee is made up of three regular members, each of whom 
serves a staggered three-year term. County ASC commi ttee members are 
elected by eligible farmers in the local administrative area of the 
county. Generally, these committees meet cnce a month or as determined 
necessary. 

The monitoring conducted by ASCS offices entails on-site inspections of 
acres enrolled in the CRP to ensure that the CRP participant has 
complied with the CRP contract terms and conditions. Approximately 15 
pucent of all CRP farms are randomly selected and spot-checked for 
compliance. 

CRP participants are required to file an annual acreage report in their 
county. County ASCS offi ces use 1 oca 1 newspapers, radi 0 and monthly 
newsletters to alert CRP participants of their filing requirement on or 
before the established final reporting date for the county, generally 
no later than July 15. In addition, CRP participants are notified by 
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news 1 etter of spec i fi c measures whi ch they must carry out to ensure 
that their CRP acres are properly maintained annually and throughout 
the life of the CRP contract. These news releases generally are mailed 
two to three weeks before field inspections begin. 

The inspections are part of a process intended to ensure that 
violations are detected early and to encourage correction; they are not 
designed to find ways of removing CRP participants from the CRP. If a 
farm inspection finds the CRP participant in violation, the violation 
is reported to the county ASC committee and a notice to take corrective 
measures is sent to the CRP participant. The county ASC committee 
normally gives the CRP participant 15 days from the date of notice to 
correct the vi 01 at ion. Based on the nature of the vi 01 at i on and 
corrective measures taken, the ASC committee mayor may not charge the 
CRP participant a maintenance default penalty. If, for example, a CRP 
participant corrects a weed problem brought to his attention, he may 
not be charged a penalty; if, on the other hand, the CRP part i c i pant 
has harvested a portion of his CRP fields, it is likely he will be 
assessed a penalty. The amount of the penalty can either be paid 
directly by the CRP participant, or deducted from his CRP payment; it 
will vary according to the gravity of the violation, as a proportion 
of the number of CRP acres in violation, and as a percentage of his 
annual CRP payment. The CRP participant remains ineligible to receive 
any portion of his CRP payment until he brings his CRP acres into 
compliance. 

Any producer adversely affected by a county ASC committee's 
determination has the right to appeal that decision to the state ASC 
committee, and if dissatisfied with the state committee determination, 
to the Deputy Administrator,' State and County Operations, in 
Washington, D.O. 

Through the Board's position as successor in interest, the Board will 
be in a position to assure CRP contract compliance as further described 
herein. 

Compliance Record 

The CRP has been in operation since 1986. Approximately 28 million 
acres across the United States are currently enrolled in CRP. 
According to the USDA, there have been virtually no compliance problems 
that have reQui red the termi nat i on of i ndi vi dua 1 CRP contracts, and 
both contractual and maintenance default problems appear to have 
affected sub stant i ally 1 ess than one percent of CRP contracts. USDA 
maintains that the va~t majority of the contractual problems have 
involved Questions concerning the formation of the CRP contract 
(eligibility criteria) rather than maintenance of the property in 
accordance with CRP standards over the life of the CRP contract. 
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Appropriations for CRP 

CRP is a line item in the overall USDA budget that is presented through 
the Office of Management and Budget to Congress. In fiscal years 1986 
and 1987, USDA was given authority to fund CRP through transfers from 
the CCC, which has a $30 billion borrowing authority from the U.S. 
Treasury. In fiscal years 1988 and 1989, funds for CRP came from 
congressional appropriations. According to the national ASCS office, 
Congress has never failed to appropriate funds annually for any long­
term USDA program. Should such failure or delay in appropriation 
occur, ASCS has the option of making CRP payments in commodity 
certificates, provided they are sufficiently backed by grain held in 
USDA storage. Any delay in appropriation will not result in 
termination of CRP contracts by the USDA. 

CRP Enrollment in Montana 

Summary data through the seventh CRP sign-up which does not include 
the sign-up ending in March, 1989, is shown below. Montana currently 
has 2,264,770 acres in CRP through 6,228 contracts. At approximately 
$37.50 per acre, total CRP payments in Montana now exceed $84,000,000 
annually. The average contract covers about 364 acres and $13,000 in 
annual payments. 

Top 10 % of Average 
CRP Total Federal # of Size of 

Counties Acres Limit Contracts Acres 

Blaine 91,390 66.7 208 439 
Chouteau 128,759 40.5 301 428 
Daniels 142,501 97.4 401 355 
Hi 11 97,646 32.7 254 384 
McCane 103,889 76.1 233 446 
Phillips 126,531 99.7 239 529 
Roosevelt 95,114 48.8 355 268 
Sheridan 113,158 65.3 420 269 
Toole 110,851 63.7 261 425 
Valley 139,978 70.9 341 410 

These ten counties have collectively 1,149,817 acres enrolled in the 
CRP program and compri se 51 percent of Montana IS total enrolled CRP 
acres. 

A table showing CRP acres in all counties is presented in Appendix 1. 

Background to HB 717 

HB 717 needs to be viewed in context with the entire law it amends, the 
Economic Development Bond Act of 1983 (the Act). This act enables the 
Board to promote and foster economic developme~t by using various types 
of bond mechanisms. For example, the Board can issue bonds that are 
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exempt or subject to federal income taxes. The Board's bonds to 
finance its CRP program would be subject to federal income taxes (but 
not Montana state income taxes). The Board can issue bonds that have 
no backing of the state's credit; these bonds are called stand-alone 
bonds because they have no financial backing of the state. The Board 
can issue bonds that are i ndi rectly backed by the state by ; ssui ng 
moral obligation bonds which provide that the Governor request the 
Legislature to restore a deficiency in the moral obligation bond's debt 
service reserve fund. The Board's bonds for its CRP bonds would be 
stand-alone bonds and would not be backed by the state and the state 
would not be liable for the debt service. 

The Act establishes a clear legislative intent as to the public merits 
of economi c development and prescri bes the boundari es, 1 imi tati ons, 
and responsibilities the Board is subject to. The Board has, through 
the current Act, almost all the authority and prudent limits necessary 
to effectuate a CRP bond program. 

HB 717 addresses two areas in which current law needs additional 
flexibility. First, HB 717 expands the definitions of "project" to 
inc 1 ude the repayment of debt and the use of loan funds for farm­
related working capital. While the current law clearly allows 
agricultural projects to obtain financing under the Act, the original 
Act was written somewhat within the context of federal law governing 
federally tax-exempt bond users which prevents the use of refinancings 
and working capital. Given that the Board will use federally taxable 
bonds, the current limitations seem from a policy view, not only 
unnecessary, but too limiting for optimizing the program benefits to 
farmers. 

The second area for legislative authorization is the need to defray 
ongoing operational costs such as the cost of loan servicing. HB 717 
provides for ongoing statutory authorization to defray operation costs. 
The magnitude or complete dimension of such costs are not kno~/n at this 
time. 

A 11 costs wi 11 be borne by the CRP program and not through any other 
Board or state source. 

Board Parameters, Benefits and Potential Program Size 

The Board's program is a loan program, not a straight sale of contract. 
Farmers remain responsib~or federal CRP compliance. The proceeds 
are treated as a loan by the IRS (a favorable point). The use of the 
proceeds is limited to buying, refinancing or operating the farm. 

The benefits of the program are outlined below: 
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Remaining 
CRP Contract 

Life 

10 yrs 
8 yrs 
6 yrs 

Minimum 
% of CRP 

Payments in 
Up-Front Cash 

55% 
62% 
68% 

% Goal 
of CRP 

Payments in 
Up-Front Cash 

60% 
67% 
73% 

A mlnlmum amount of up-front cash will be contractually assured, 
if not realized, participation not required 

The amount of up-front cash depends heavily on market rates 

The Board will do everything possible to maximize up-front cash to 
farmers in concert with providing sufficient safety to 
bondholders. 

Potential program size: 

2.3 million acres CRP @ $37.50 = $800+ million total cash flow 

55% capitalization = $440 million in bonds 

25% program utilization = $100 million program size. 

Preliminary Pr09rJm Structure 

While subject to change, the Board's CRP program will have the 
following characteristics: 

1) Any CRP enrollee will be eligible to participate in the Board's 
CRP bond program providing that such enrollee has not previously 
been in violation of the CRP contract (additional credit 
evaluation guidelines are being considered, no final decision has 
yet been made). 

2) The Board's program is a loan program, not a straight sale of the 
CRP contract. 

3) CRP contracts will be assigned to the Board subject to recourse. 

4) Proceeds are ~o be used to refinance existing farm debt, acquire 
property or enhance working capital. 

5) During the marketing and application phase, applicant may be 
subject to a commitment fee. 

6) Assigning a portion of the acreage subject to an existing CRP 
contract will be allowed to give participants the flexibility in 
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obtaining the cash amount needed from loan proceeds. However, CRP 
contracts must be assigned for the full term of their remaining 
years. 

7) A fi rst mortgage on the CRP acreage and an easement and other 
covenants will be required giving the Board and its agent the 
right to assure program compliance. 

8) Funds which will be held in reserve through a 2 1/2 percent bond 
capitalization and a 2 1/2 annual hold-back mechanism will be used 
to pay for monitoring program compliance and to pay for the costs 
of enforcing program compliance. Some rebate mechanism to 
participants who are in compliance is anticipated. 

9) Approved SCS conservation program must be established. 

10} For participants whose CRP land has not established a 
satisfactory cover as per the SCS conservation plan, partial loan 
proceeds wi 11 be held in escrow to cover reseedi ng and other 
compliance efforts until cover is established. 

Preliminary Bond Structure 

The following is a preliminary bond structure which is subject to 
change, however, this is the Board's current position on these points. 

1) Issuer: Montana Board of Investments. 

2) 

3) 

4) 

5) 

6) 

Amount: The initial issue is estimated to be approximately 
$10,000,000 to $20,000,000. The total amount of bonds will vary 
depending on the amount of CRP payments assigned to the Board by 
participating farmers. 

Form of Bonds: Taxable serial bonds issued in registered form in 
minimum denominations of $5,000. 

Maturities: Bonds will mature annually on March 1, beginning 
March 1, 1990 and running until the last payment is received under 
CRP contracts to participating farmers (not to exceed 10 years). 
The average maturity of the issue is estimated to be 
approximately six years. 

Interest Rate: Bonds will bear interest at a fixed rate according 
to a serial maturity schedule with principal paid on March 1st of 
each year. 

Interest Payment Dates: Bonds will be sold as at par value, with 
semi -annua 1 interest payable on March 1 and September 1 of each 
year. A certain amount of capitalized interest may be necessary 
as part of the bond issue. 
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7) 

8) 

9) 

10) 

11) 

Source of Payment: Bonds will be special limited obligations of 
the Board payable from qualifying loans originated through a loan 
originator. These loans, in turn, will be payable from CRP 
payments made by the USDA under contracts with participating 
farmers. The Board will be designated as the recipient of 100 
percent of the CRP payments now received by participating farmers 
under program agreements and wi 11 assign its ri ghts to those 
payments to a trustee for the benefit of bondholders. 

Securi ty: Bonds wi 11 be secured by the recourse loans made to 
participating farmers. Loans themselves will be secured by (a) 
the Successor in Interest Agreements designating the Board as 
recipient of 100 percent of any CRP payments made to participating 
farmers (see Source of Payment above) and (b) all funds on 
depos it with the trustee under the indenture i ncl udi ng reserve 
funds. The loan agreement will require participating farmers to 
take all steps necessary to ensure continued compliance under CRP. 

Sizing of Bonds: The issue would be sized as the maximum amount 
of bonds which could be supported by 97 1/2 percent (due to the 
anticipated 2 1/2 percent compliance holdback mechanism) of the 
CRP payments of each farmer. 

Subordinate Series of Bonds: The bond issue would be divided into 
two series. Series A bonds totalling 90 percent of the issue 
would have senior lien on all program revenues and funds. Series 
B bonds totalling 10 percent of the issues would have a 
subordinate lien to the Series A bonds and would likely be 
purchased by the Board. 

Reserve Fund: A reserve fund would be created equal to 2 1/2 
percent of the bond amount. This reserve would serve as a source 
of funds to (a) meet any comp 1 i ance costs and (b) to make any 
payments of principal and interest as necessary. 

The 2 1/2 percent excess payments would be available to be added 
to the reserve each year. A minimum reserve level of 2 1/2 
percent of the bond amount would be set and if maintained, the 2 
1/2 percent excess would be returned to the farmer on an annual 
basis. Interest earnings would accumulate and remain in the 
reserve fund. Any funds rema i ni ng in the reserve at the end of 
the program will be disbursed on a pro-rata basis to farmers in 
compliance. 

Individual escrows would be set aside for farmers from loan 
proceeds whi ch woul d be released when the SCS determi ned that 
grass cover had been established. 

12) Compliance with CRP Contracts: The Board would be responsible for 
insuring compliance under the CRP contracts and would monitor the 
acreage participating in the program. CRP acreage is monitored 
for comp 1 i ance by the ASCS through its offi ces in each County. 
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The ASCS audits acreage and imposes fines and penalties for 
acreage which is out of compliance. 

13) Memorandum of Understanding: The program would operate in 
accordance with a Memorandum of Understandi ng entered into wi th 
the CCC. 

14) Loan Originating and Contracting Monitoring Agreements: The Board 
anticipates entering into loan origination and contract monitoring 
agreements with private sector entities to assist in originating 
loans and perform monitoring and correction functions. 

Loan Originator and Contract Monitor 

The Board intends to employ the services of both a loan originator and 
a contract monitor. The loan originator would accept and process loan 
applications, be available to explain the program and originate 
approved loans to be funded through a Board bond sa 1 e. The contract 
monitor would monitor CRP compliance, and take corrective compliance 
action as needed. The Board has requested loan ori ginator/contract 
monitoring services from a number of interested parties and will notify 
the general public via a legal notice that a request for a proposal for 
such services is welcomed by the Board. 

Timetable 

1) Design Stage: January-June, 1989 

a) Finance Team assembled 
b) Roles of loan originator and contract monitor defined 
c) Program structure finalized 
d) loan originator and contract monitor hired 

2) Marketing and Program enrollment: July-September, 1989 

a) Board and Servicer market CRP program 
b) Loan originator accepts & processes applications 

3) Funding of Loan Closing: October-December, 1989 

a) Establish cycle I cutoff date, approx. Sept. 1 
b) Size bond issue to fund cycle I participants 
c) Se 11 bonds 
d) Lend bond proceeds to farmers 
e) Fund reserves 
f) Pay bond and program costs 

4) Repeat process 2 and 3 indefinitely 
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5) Contract Monitor 

a) Begins compliance efforts after funds lent to farmers 
b) Take corrective action as necessary 

Points of Special Interest 

In discussing a Board CRP bond program with legislators, the farm 
community, and other interested parties, the ·following questions of 
special interest arose and while not definitive, answers and responses 
are presented below: 

1) The Board plans to take a fi rst mortgage on CRP acreage land; 
what's to prevent the state from owning significant amount of 
agricultural land as a result of foreclosure? 

The Board is concerned about protecting the annual CRP payments. 
The Board wi 11 take all poss i b 1 e steps to preserve the payments 
and recover comp 1 i ance enforcement costs. The Board wi 11 sell 
foreclosed land only to bona-fide agricultural operators. 

2) How is the Board going to record mortgages on applicable CRP acres 
that presently may not be adequately described for a mortgage 
filing? 

It is anticipated that the Board would take a mortgage on the next 
recordable size of acres over the particular CRP acres. 

3) Many potential users of the Board's CRP bond program may already 
have a mortgage or other 1 i en on thei r CRP 1 and; how wi 11 the 
Board treat such requests? 

Participants will be required to obtain subordinated positions or 
partial releases from such liens. It can be expected that some 
lienholders may demand loan paydown or that loans be made current 
before such subordination or release ;s given. 

4) Many different people may be a party to a single CRP contract; how 
will the Board treat such parties? 

Land owners will have to give their consent to assign their share 
of a CRP contract to the Board; tenants, if desiring to 
participate in the Board's program, would also have to assign 
their positions. 

5) Has the tax treatment of the Board's program been finalized? 

A private letter ruling has been issued by the IRS for South 
Dakota regarding their program. It is a standard practice to rely 
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on such a letter ruling when the fact situation is the same as it 
wi 11 be in the Montana program. State income tax treatment is 
currently being researched. 

6) Who bears the financial risk associated with the Board's CRP bond 
program? 

Bondho 1 ders wi 11 bear the ri sks of government nonpayment, and 
payment interruptions due to noncompliance. Such risks must and 
will be clearly stated in the offering statement. The bonds would 
be revenue bonds of the Board and payable only through the 
payments contained in its CRP program. It is anticipated that the 
Board as an investor of funds will be asked to buy approximately 
10 percent of the CRP bonds on a subordinated basis, i.e., paid 
concurrently but directly after nonsubordinated bondholders. The 
options for bond issuance and letter of credit coverage is being 
actively pursued by the Board and will be obtained if available 
and demonstratably cost effective. 

11 



Bond Rate 

9% 
10% 
11% 
12% 

ESTIMATED UPFRONT LOAN AMOUNT NET OF ALL COSTS 
$10.000 ANNUAL CRP PAYMENT 

8 Payments 9 Payments 
Remaining Remaining 

50,664 54,436 
48,922 52,403 
47,273 50,488 
45,712 48.682 

10 Payments 
Remaining 

57,821 
55,499 
53,321 
51,278 

NOTE: A portion of loan proceeds may be required for capitalized 
interest depending upon the timing of the bond closing. 

Interest Rate Calculation 

Estimated Interest Rate on loan 

Bond Rate 
Costs of Issuance 
Loan Origination Fees 
Compliance Monitoring 
Trustee Fees 
Credit Enhancement Fees 
Annual Hold Back 
Reserve Fund 

Total 

Variable 
.60% 
.35% 
.25% 
.05% 
.25% 
.50% 
.44% 

Bond Rate - 2.44% 

NOTE: The annual hold back and reserve fund would be returned to 
farmers if not required by the program. 
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Appendix 1 

CONSERVATION RESERVE PROGRAt~ CUMULATIVE TOTALS 

25~ SlGNUPS 1 THRU 6 SlGNUP 7 TOTALS 
COUNTY CROPLAND Acres Contracts Acres Contracts Acres Contracts 

Beaverhead 32,225 1,678.8 5 1,417.1 2 3,095.9 7 
8iy Horn ll7,125 16,786.7 35 428.7 2 17 ,215.4 37 
Blaine 137,075 81,348.1 174 10,042.1 34 91,390.2 208 
Broadwater 37,850 23,643.0 46 1,740.4 7 25,383.4 53 
Carbon 37,350 11 ,406.7 54 2,648.8 2 14,055.5 56 
Carter 40,150 37,142.2 104 4,268.5 9 41,410.7 113 
Cascade ll8,150 54,560.3 201 5,431. 5 22 59,991.8 223 
Chouteau 318,125 113,904.4 261 14,854.5 40 128,758.9 301 
Custer 31,200 20,448.8 52 1,964.6 7 22,413.4 59 
Daniels 146,275 134,623.3 379 7,877.3 22 142,500.6 401 
llawson 116,100 49,271.9 154 6,741.2 32 56,013.1 186 
Deer Lodge 3,825 0.0 0 0.0 ° 0.0 ° Fa 11 on 67,198 60,601. 2 192 3,287.3 12 63,888.5 204 
Fergus 168,800 59,697.1 178 5,378.0 24 65,075.1 202 
Flathead 27,100 10.0 1 0.0 0 10.0 1 
Gallatin 70,075 7,834.0 21 1,645.1 4 9,479.1 25 
Garfield 68,800 51,549.5 ll2 3,437.4 9 54,986.9 121 
Glacier 123,525 50,698.0 119 1,729.3 8 52,427.3 127 
Goloen Valley 34,525 33,789.1 92 818.6 3 34,607.7 95 
Granite 9,200 0.0 0 0.0 0 0.0 0 
Hi 11 298,450 73,054.9 189 24,591.6 65 97,646.5 254 
Jefferson 13,550 5,745.6 18 31.2 1 5,776.8 19 
Judith Basin 82,850 17 ,411.9 57 2,441.1 6 19,853.0 63 
Lake 51,400 0.0 0 229.1 1 229.1 1 
Lewis & Clark 21,475 7,803.3 26 705.1 3 8,508.4 29 
Liberty 150,125 59,848.9 138 II ,900.6 29 71,749.5 167 
Lincoln 3,325 0.0 0 0.0 0 0.0 0 
McCone 136,575 84,492.2 197 19,397.1 36 103,889.3 233 
I~adi son 26,850 9,666.0 29 0.0 0 9,666.0 29 
foieagher 18,425 7,219.9 23 0.0 0 7,219.9 23 
Hineral 1,525 0.0 0 0.0 0 0.0 0 
Missoula 12,775 70.0 1 23.6 1 93.6 2 
Musselshell 33,999 32,483.6 72 1,298.4 8 33,782.0 80 
Park 31,975 9,03;;.8 27 1,291. 5 5 10,328.3 32 
Petroleum 21,356 15,130.8 30 2,634.2 7 17,765.0 37 
pnillips 126,850 ll7,579.4 220 8,951.3 19 126,530.7 239 
Pondera 146,550 29,539.8 108 1,559.1 12 31,098.9 120 
Powder River 40,150 16,989.8 49 4,223.1 11 21,212.9 60 
Powell 14,825 0.0 ° 0.0 0 0.0 ° 
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"" 25% SIGNUPS 1 THRU 6 
COUNTY CROPLAND Acres Contracts 

Prairie 35,025 18,082.8 57 
Ral/a 11 i 24,800 2,024.1 9 
Richland 120,200 36,298.7 128 
Roosel/elt 194,875 77 ,936.1 300 
Rosebud 45,275 31,557.3 43 
Sanders 12,525 1,238.4 2 
Sheridan 173,400 101,963.4 369 
Silver Bow 2,550 0.0 0 
Stillwater 61,900 53,908.1 144 
Sweet Grass 23,525 3,255.4 14 
Teton 138,100 64,026.7 203 
Toole 173,900 89,451.6 208 
Treasure 10.750 4,001.7 11 
Va 11 ey 197,425 110,222.1 268 
iJheatland 34,025 25,088.6 69 
Wibaux 46,300 28,017.9 100 
Ye 11 ows tone 89,500 40,378.0 112 

CUMULATIVE 4,321,778 1,982,516.9 5,401 
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SIGNUP 7 
Acres Contracts 

3,309.4 5 
283.5 1 

14,692.4 45 
17,178.1 55 
10,141.2 12 

0.0 . 0 
11 ,194.7 51 

0.0 0 
4,988.6 12 

123.1 2 
4,153.4 23 

21,399.5 53 
243.4 1 

29,755.8 73 
885.9 4 

5,357.0 23 
5,559.3 24 

282,252.7 827 

I 
TOTALS 

Acres Contracts 

21,392.2 
2,307.6 

50,991.1 
95,114.2 
41,698.5 
1,238.4 

113,158.1 
0.0 

58,896.7 
3,378.5 

68,180.1 
100,851.1 

4,245.1 
139,977 .9 
25,974.5 
33,374.9 
45,937.3 

Il~ y' 

62 
10 Ie 

173 
355 

55 21 
420 

o 
1561~' 
16 

226 
261 1 
121 

341 
73

1 123 ~ 
136 

2,264,769.6 6,228 I 
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... 
EXHIBI1 

-
MEMORANDUM OF UNDERSTANDING 

8ET~E£N THE STATE OF AND THE COMMODITY CREDIT CORPORATION 
r 

Conservation Reserve Enhancement P.ro.9!!!!!. 

This Memorandum of Understanding is entered fnto between the 
_ (lithe StateN" and the Commodity Credit Corporation ("':::':CC::":lCMlA'T")-O-"{"""t""':"h-e--

United States Oeptrtment of Agriculture. The parties agree as fo\'o~s: 

1. This agreement involves the Conservation Reserve Program (·CRpM) 
whith is authorized by Title xlI of the Food Security Act of 1985 and 
carried out by ceca The regulations governing the CRP are found at 
7 C.F .R. Part 704. 

2. The State wilt carry out ~ specfal conservation reserve enhancement 
program under which the State makes certa1n enhancement paYffients to 
CRP participants. The State will. in exchange for mak1ng such 
payme~ts to CRP participants, enter into agreements with cce under 
whicn the State agrees to succeed to the fnterests of the CRP 
participants with respect to the CRP contracts. This Memorandum of 
Underitand1ng sets forth the terms and conditions under which the 
State may be a successor in interest to the CRP contracts and receive 
the payments which are due and payable under those contracts. 

3. The State may succeed to CRP contracts with respect to acreage 
su~ject to those contracts on farms located in whole or in part 
within the State. 

4. The State ~ust assume interest in all of the acreage subject to the 
CR? contracts ~y lease. r;ght of occupancy, or otherwise. In 
assuming such interest, the State must maintain control ever th~t 
~creage for the full period remaining under the CRP contract. 

S. The State upon succeeding to the original CRP contract will be fully 
respo~sible for compliance with the t~rms and ccndftions of that 
Contract. together with such other tenms and conditions as may be 
specified in the successor-in-interest agreement to the CRP contract . 
(i.e. form CRP-10 Adde~dum). 

6. Any pay~ents that are due under the CRP contract for which the 
successor-;n-interest agreement is entered {nto between the State and 
eec will be subject te set-eff with respect to debts that are owed by 
the CRP participants who$e interest is being succeeded· to by the 
State but only (or those debts owed by such p~rt1ci?~nt which ~re on 
the ~ebt register of the County Agricultural Stabilization and 
Conservation Service (ASCS) Offfce, for the cou~ty or counties where 
the land is located, as of the date the agreement is executed. The· 
debts that are on the debt register in the ASCS office are those 
debts that 4re d~e and owing by the CRP participants ~nd have been 
reduced to clafms. 

•• 
11·3088 
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......... __ WI ....... "" 

1. eec may make payments under the successor-in-interest agreement in 
the form of cash or commodity certificates. Payments made using 
cOIM\,;,dity certificates shall be made in accordance with the 
regulations (1 C.F.R. Part 704) th~t are applicab1e to such 
certlficates. 

B. In order to succeed to a CRP contract, the State and the CRP 
participant whose interest under the CRP contract is being succeeded 
to by the St~te must sign a successor-in-interest egreement to the 
or;g;nal CRP contract. The State must comply with all of the terms 
and conditions spec;fied in that agreement and the original CRP 
contract. 

9. No successor-in-intercst agreement to a CRP contract shalt become 
effective without the approval of the county ASC committee. 

10. In the event that any CRP payments due the State under a 
Sutc~ssor-in-interest agreement to a CRP contract are inadvertently 
paid to the original CRP participants rather than the State, the 
State shall recover those payments fr~~ the CRP participants as its 
sole and exclusive remedy. 

P.S 

11. Section 1234 (f)(4) of the Food Security Act of 1985, as added by 
sect;on 322 of the Disaster Assistance Act of 1988, provfdes that the 
annual maximum payment limitation that is applicable to the total 
tmount of rental payments that an owner or operator may recefve under 
the Conservation Reserve Program shall not be applfcable to a St~te, 
pol;tfcal subdivision, or agency thereof in connection with 
agreements entered 1n~0 under a special conservation reserve 
enhanccoent program. 

12. This Memorandum of Understanding shall become effective is of the 
date of the last s;gnature to this memorandum and may be terminated 
by mu!ual agreement in ~rit;ng. 

It is so agreed and understood. 

(signaturr./date) 

for the State 1)( ---

(pri nt name) 

(tit1Cf 

(address r 
11·3·88 16 

(signature/date) 

txecutive Vice President 
Commodity Credit Corporation 
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, . NOTICE CRP.l15 

"EP~Dlit!£ LOCALL Yo IrdIdf Ionn nI.Jfflbet M'ld dol II on.n ~ .... 
CR.p.U) J..dd.tuflUll 
(11~1-U) 

\lJ. OQ.\l ~ 01 AG-.JC\,"''''''U 
~o...c.,. ... 

SUCCESSOR..L'~·INTEREsr AGREEMENT 

(}J)D~1>L'M TO ell CON'J"UCT so. _ ) 

P.6 

EXIDBIT2 

Th!I IsrcetMnlll c:::u:rtd into bcrwec: (1) th. S'-'ot of r~ Stale"): Ol "'. ~pd 
puticlp~.) rCRP pnd~tlj In C~..tcvaJ:ion Rcacrv& Pr.>~ rc~) CoQIltna No. __ '-!.he o.p ~1: and (3) ~A 
Cammodiry Cn.dit Ccrpor.ucm rccC") of"~ tJnilaC S:.w.. ~ puUOIIIf" u (oUo",,; 

1. Tho 5:'10 ~ ~ out I ~ ~&:ian fUen'1 W~ PfO(T1Im tn K.Q)fc!mol with \hi M~ of 
!.' •• ~~'-.:!:" ~--;'.&.:. ~ _~ ~\..: !U~ :.."!~~ .= 01 (~"T.J" -.If .:" .... It\ •• nc.a.d lI\ IN. 
intc;r"" of Ihc CIlP ~.r.i~p&I\tI !t\ ~ wiIh Ihc IC::J lind conditCICU 01 t.hc MOU trod ~ ~ with th.a ~ wi 
candlL1on. of u. CR.P CQUO'.cL 

2. Tho CRP J>~ IU ~ or In=-! to pcntefp-1o In • Ipocl&l ~Qon rnctY. ~I ~ 
cond~.ed b)' she SUIAI and l&" 10 tht SL&~ r~~ &'0 1M iT.Lt.tutl or &ht CR.P p.n:icipAIUI. 

,. 1M S:all &UUlM. rt.Ipo:IItbllity lot r.J2ni~ my ~cntl ~-od IQ ~ c:cmpU~ t.iIh 1M MOO Gld 1ha Ci.P 
CIClNraa. 

4. Thtlc:nnl of It.& CltP ~ .haJJ eonUn~ In !C1rOC &~ U I~ modi&d b)' IhLt ~ 

5. All C'R.P pa)'JTieD1.a to bt mW \.IndIr I!-.e CRP Q01\Ira.c:c u of dte "Ia it'.I! thl.r ~ II .. ~ in:.o at ,."hkh beeotM due 
nf o~ at\« It..: ~ tr'M!.\c:r to be rftwk In ~C)' ~c::&:&1 0: o~ ah&ll ~ m.a4o &Q the $ta.;a c( na.:ia 
po.:. \10&1\1 1.0 an .ui IPln: lint 01 pc)'rndll m.d. by ch.o S:.a:a. 

6. n.o OJ' pnci~c. c.crUf)' t1'.at alI ~ .... he conll ~~ wW-. CCC uodc:r &hi CR.P OOtlt' ~ ha'v. Ioi gIIId lh.!a Addcncbn &I'd 
&hu &he putic:a .iploin, thia Addact.:m tor the CRP pnd;.v.:a }-,.y, Ihe aurhorll)' 1.0 dQ 10. ~ S"'-le ,cni.6w /h&l &ha penon 
'tvJr" ~ ~wn h.u ~ aulhorlcy &0 do 10. 

7. ru A~ IA.&1l bceome t6eetn-. II of t.\c d.a.t& Q( tho Jut .I~ ~&o. 

It II so QUttd twI undentt>od. 
X'l;"oId"'" "'CI t:;;:,"~~"'=-&1'111~.,.a;~--..... ----r:ln~.----P.'I~~-_~Ni:/QJ"'-_-1II-~:---,-------------

.. 1191WiW,. .. eKP 'If:"'~ r--
10.. I~ 

Ie.. I~ 

~----------'----_________________________________________________________ wa_ I 

I 
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U
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 to pay 

~ff his 
fore­

closed loan," the governor said. "T
his puts 
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 back in business and gives him

 operat­
ing capital." 

L
ipp 

says 
he 

lost 
his 

land 
because 

he 
couldn't pay a F
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ers H
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oven provided a 

loan so he could get the land back, and the 
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e livestock for 
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has 
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closed the first half-dozen loans under the" 
new

 farm
 financing program
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he state fi~ 

nancing plan is tied to the federal C
onserva1 
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eserve P
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ef'S' 

to
 idle land subject to erosion for a period O~t 

10 years. 
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T

he state has issued $10 m
illion in bonds 

at an interest rate of nearly 10 percent to 
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Amendments to HB619 

First Reading Copy 

Committee on Appropriations 

March 17, 1989 

DEPARTHENT OF ADMINISTRATION 

1. Page 2, following line 13. 
Insert: "Tort Claims 1989 988,000 Proprietary" 

This budget amendment will fund increasing costs of outside legal counsel to 
defend tort actions brought against the State of Montana. 

DEPARTMENT OF HIGHWAYS 

2. Page 2, line 17. 
Strike: "State Special" 
Insert: "Proprietary" 

This budget amendment changes the program's funding source. 

3. Page 2, following line 23. 
Insert: "Maintenance 

Winter Maintenance 1989 .1,500,000 State Special" 

This budget amendment increases maintenance program funds, the result of a 
harder winter than was anticipated. 

4. Page 2, following line 25. 
Insert: "The department is authorized to provide an inter-entity loan from the 
highway earmarked revenue account in the state special revenue fund to the motor 
pool internal service account in the proprietary fund. This inter-entity loan 
authorization is effective upon passage and must be repaid to the highway 
earmarked revenue account no later than June 30, 1993." 

This special language was requested by the agency. 

DEPARTMENT OF STATE LANDS 

5. Page 3, following line 6. 
Insert: "Bond Forfeitures 1989 34,928 

Bond Forfeitures 1989 2,000 
Forestry Division 

Pass-Through 1989 85,000 

State Special 
State Special 

Federal Special" 

The amendments covering bond forfeitures will allow the department to spend 
funds collected due to the forfeiture of reclamation bonds. The one-time, 
special forestry division pass-through monies fund federally-approved local 
government or private projects in the areas of timber bridge initiatives and 
rural economic diversification. 



DEPAR'l'MENT OF CCHmRCE 

Aeronautics 

6. Page 3, line 9. 
Strike: "65,000" 
Insert: "81,000" 

This amendment will allow the department to spend increased federal funds 
available through the Federal Aviation Administration's Airport Improvement 
Program. 

7. Page 3, following line 9. 
Insert: "The unexpended fiscal year 1989 Federal Aviation Administration grant 
authority is reappropriated for fiscal year 1990. 11 

This amendment will continue the appropriation for the FAA grant to FY 1990. 

Transportation 

8. Page 3, following line 14. 
Insert: "Transportation/UMTA 1989 50,000 
The unexpended fiscal year 1989 federal UMTA grant 
for fiscal year 1990." 

Federal Special 
authority is reappropriated 

This amendment will allow the expenditure of federal Urban Mass Transportation 
Administration funds to implement anti-drug procedures for small transit 
operators. 

9. Page 3, following line 16. 
Insert: "DE?ARTMENT OF AGRICULTURE 

Agricultural Development 
The unexpended fiscal year 1989 ag marketing federal grant authority is 
reappropriated for fiscal year 1990." 

This amendment will continue the appropriation for the federal ag marketing 
service grant from FY89 to FY90. The grant is to assess and study the likely 
success of alternative crops. 

DEPARTMENT OF INSTITUTIONS 

Corrections Division 

10. Page 3, line 23 through line 25. 
Strike: line 23 through line 25 in their entirety. 

This amendment withdraws the Criminal Justice and Corrections Advisory Council 
budget amendment. 

MONTANA ARTS COUNCIL 

11. Page 4, following line 8. 
Insert: "The unexpended fiscal year 1989 National Endowment for the Arts gra.nt 
is reappropriated for fiscal year 1990." 



.. 

.. 

.. 

.. 

.. 

.. 

.. 

.. 

.. 

This will allow expenditure of remaining grant funds in fiscal 1990. 

DEPAR'l'KENT OF HEALTH AND ENVIRONMENTAL SCIENCES 

Centralized Services Division 

12. Page 5, following line 12. 
Insert: "Social Security 

Contract 1989 15,600 Federal Special" 

This amendment will fund computer programming and start-up costs for a new 
Social Security Administration program to as·sign social security numbers to 
newborns as a voluntary service. 

Director 

Page 5, li~e 14. 
line 14 in its entirety. 

This amendment withdraws contracted services funds for the cleanup costs of the 
Burlington Northern diesel ruel leak at Liv;ngston. 

DEPAR'lHENT OF SOCIAL AND REHABILITATION SERVICES 

Assistance Payments 

14. Page 5, following line 19. 
:Insert: "WIN Demo 1989 206,364 Federal Special" 

This amendment will allow the state to accommodate a federal change in 
designating the state agency to receive federal work incentive program training 
funds for AFDC clients. The funds are passed through to t.~~e departI!lents of 
Family Services and Labor and Industry • 

Vocational Rehabilitation 

15. Page 5, following line 21. 
Insert: "Supported Employment 1989 193,958 Federal Special" 

This amendment will allow the department to provide additional job training and 
placement services to severely disabled persons. 

DEPARTKENT OF FAMILY SERVICES 

16. Page 6, following line 2. 
Insert: "DEPARTMENT OF FAMILY SERVICES 

Refugee 1989 127,422 
The unexpended fiscal year 1989 refugee grant authority 
fiscal year 1990." 

Federal Special 
is reappropriated for 

This amendment will allow the department to spend additional federal grant funds 
for Indo-Chinese refugees. The funds will provide training in English as a 



second language and job training in order to reduce dependence on public 
assistance. 
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THE MONTANA UNIVERSITY SYSTEM 

TO: 

FROM: 

33 SOUTH LAST CHANCE GULCH 

HELENA, MONTANA 59620·2602 
(406) .444-6570 

Representatf~e Kadas 

Jack NOb~\{\ \ 
Deputy C' Ihissioner for 
Managemen and Fiscal Affairs 

DATE: March 15, 1989 

SUBJECT: Budget Amendments - HB 619 

Attached 
HB 619. 

are the summaries for 
Included are the following. 

the budget amendments 

Agency 

EMC - Student Fee Revenue 
WMC - student Fee Revenue 
Great Falls VTC - Student Fee Revenue 

Total Fee Amendments 

Agricultural Experiment Station: 

Federal Funds 
Livestock Sales 

Total 

Commissioner of Higher Education: 

Sheeo/Ford Foundation Grant 

Amount 

$225,200-
68,808""'-

111,148 ...... 

$405,156 

$108,515 
67,000 

$175,515-' 

$ l5,000~ 

to 

The technical amendments are usually prepared by the LFA upon 
request by a legislator. If you could submi t the at tached 
material the agencies affected would greatly appreciate it. 
The hearing is scheduled for Friday the 17th. 

THE MONTANA UNIVERSITY SYSTEM CONSISTS OF THE UNIVERSITY OF MONTANA AT MISSOULA, MONTANA STATE UNIVERSITY AT BOZEMAN, MONTANA COLLEGE 
OF MINERAL SCIENCE AND TECHNOLOGY AT BUTTE, WESTERN MONTANA COLLEGE AT DILLON, EASTERN MONTANA COLLEGE AT BILLINGS 

AND NORTHERN MONTANA COLLEGE AT HAVRE, 



DEPARTMENT OF REVENUE 
I 

STAN STEPHENS, GOVERNOR NlTCHELL Bun.DING 

-- srATE OF tvONTANA-----1 
HELENA, MONTANA 59620 

MEMORANDUM 

. Toa Chairman Bardanouve and Members of the House 
Appropriations Committee 

From a ~ 3eff Miller. Administrator Income & Misc. Taxes 
\...-\ 

Rea Administrative Concerns with HB 739 

March 17. 1989 

The Department of Revenue takes no position on House Bill 739. 
The Department will however, continue to be charged with the 
administration of the Accommodations Tax. Therefore, we wish to 
go on record as indicating how we would intend to administer the 
changes proposed by this legislation should they become law. 

HB 739 requires Accommodation Tax paid by the state to be 
refunded to the general fund. The bill is silent as to the 
distribution and specific accounting these changes will require. 
We propose to treat this refund to the general fund in the same 
manner as we now handle the Department Administrative charge. 
That is we will deduct the State paid Accommodation Tax 
percentage from total collections before tourism country, 
county, and city distribution percentages are applied. 

For examp~e in FY 88 the State paid $64,730 or 1.3 X of this 
year's projected estimated collections of $5,001,000. Therefore 
we would deduct 1.3 X from the gross collections before making 
distributions to the Department of Commerce. The appropriate 
percentage would be adjusted annually as State expenditures or 
overall collections f~uctuate. 

"AN EQUAL OPPORTUNITY EMPLOYER" 

i 
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16 A I Great Falls Tribune . 
, Friday, March 17, 1989 

• • Inion 
NO'W is rwt tM time In Ja!ter 
. in the batile against drugs 
Money, education and legislation are needed to 
hold the line against drugs in Montana. 

That line has become increasingly long -
stretching far from large cities to the small 
towns of Montana, once considered immune to 
illegal drugs. 

Experts cite several reasons for drug problems 
in small towns: a depressed rural economy, a 
ready market with less competition than big 

. cities and remote settings where neighbors may 
: be miles away and law enforcement scarce. 

When Sen. Max Baucus took the podiul'5 in the 
U.S. Senate recently and talked about cocaine 

, confiscations being up 266 Percent, a 100 percent 
"rise in arrests related to cocaine distribution 
. and sixth graders using crack, he wasn't talking 
about Los Angeles or New York City. He was 

" talking about BiJIings. He was talking about our 
: children, not those Jiving in a ghetto. . 

, : And when Attorney General Marc Racicot went 
, : to the Legislature and asked for $1.1 million in 
: coal severance tax funds to maintain drug en­
·:forcement, he wasn't asking for extravagant 
.:. programs or expansions. He was asking for little 
" more than to maintain the status quo - pro­
~ tecting our children. 

;The $1.1 miJIion will be used to help pay for two. 
-years of continued operation of undercover drug 
: teams in Billings and Missoula. Without the 
:: funding, there will be no drug team in Missoula 
:and the Billings team's future would be in doubt, 
: according to Margaret Morgan, Racicot's exec­
: : utive assistant. 

. "If the BiJlings team receives the money it 
usually gets from the coal board, that portion 
could be used to fund a third drug team in 
Great Falls or Helena," she said. 

: 'Since the BiIIings team was established in 1982 
and the Missoula team in 1987, they have paid 

off. Last year the two handled 189 major cases, 
seizing or purchasing more than $3 million in 
illegal drugs. The teams have run drug en­
forcement schools and analyzed thousands of 
samples. 

A portion of the $1.1 million would be spent for a 
criminal intelligence information section, ap­
proved in 1985 but never funded. "This is a high 
priority because we need an organized in­
telligence network," Morgan said. The program 
would allow law enforcement to collect and 
analyze information and use it more readily. 

While the attorney general is trying to hold on 
to the drug teams, the Legislature will be tackl­
ing the drug problem from a different angle. 
Before this session ends, legislators will have 
their chance to address the problem. 

"There are a number of bills that would toughen 
the drug laws," Morgan said. Some are still in 
committee and some stand a chance, of being 
lost in the paper shuffle. 

• 
Bills ranging from mandatory sentencing for 
certain drug offenses to revision of forfeiture 
laws and legal penalties for sale or possession of 
drugs near schools are among bills introduced. 

Those bills could make law enforcement's job 
easier, according to Morgan. As a general rule, 
the laws would not cost any additional tax-' 
payers' money. "They (the offenders) are al­
ready in front of the judge," she said. The biJIs 
would simply make it tougher on them. 

The'three-pronged attack on drugs should not be 
eased. The schools are doing their part with 
programs teaching children about the dangers of 
drugs. Law enforcement must be adequately 
funded to do its part and the Legislature should 
dig out the drug bills it has tucke4 away and do 
its part. 



STAN STEPHENS 
GOVERNOR 

W~y 17, 1989 

ftatt of !IIllontana 
(!!)ffitt of t~t f)outrnor 

i;tltna, ~ontana 59620 
406·444·3111 

~ 
Dear Representative Peterson: /;1.. 

I urge you to refer the proposed constitutional amendment 
which would impose limitations on the growth of total state 
expenditures to the people for their consideration. 

Both you and I know the difficulty of keeping the growth of 
public spending within the abilities of our taxpayers to support. 
This constitutional amendment would aid us in that fiscal 
management task, yet it is a moderate approach to that end. 

It permits growth of public spending to accommodate inflation, 
population growth and real income growth of our state's people. 
The amendment does not attempt to micro-manage our governmental 
affairs; it only limits the sum total of all spending in the 
state, leaving the allocations within the total to the normal 
political processes. The amendment provides exceptions during 
emergency conditions in the state. 

Because of the recent Supreme Court ruling on equalization of 
school funding, we are, perhaps, now going through the most far­
reaching fiscal reorganization that Montana's public sector has 
ever experienced. Taxpayers need assurance during this 
transition period and the years beyond that their total tax 
burden will not grow at an unreasonable rate. This 
constitutional amendment can help provide them that protection. 

Join with me in supporting this constitutional amendment. Let us 
make this a non-partisan matter. I believe that this is an 
important enough reform of our fiscal procedures that the people 
should receive this amendment for their consideration by either 
the referendum or initiative process. However, the added weight 
of the legislature's endorsement would be most welcome to these 
endeavors. 

STAN STEPHENS 
Governor 
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Page 1, Lines 22-23 Strike .. and local government ... " 

Page 4, Lines 22-23 Strike" general election to be held 
in November 1990 ... " and Insert " ... next qualifying general 
election under MeA 13-1-104 .•. " 



.' 
On July 22, 1986, 

turned 

Museum of the Rockies 
II 

in this groundbreaklng 

address ••. 

I think .ny 
reporter coming before a 
history-minded crowd like this 
In times like these would be 
remiss if he didn't brlefly 
analyfe the situation of the 
Rocky Mountain present . . . 
the depression In mining and 
ranching and agriculture ... 
and the reaction elsewhere in 
the nation ... and just discuss 
where the Rocky Mountain 
region is and where It's goIng 
from here ... and I sure wish 
Dan Rather were here to do 
aU that for yiS)U - because I 
can't. CBS never lets me cover 
anything important. 

They have kept me on the 
church .uppers and county 
fairs beat for nearly 20 years, 
out there "On the Road:' We all 
have our duties at' CBS. Mike 
Wallace and Dan Rather Ilnd 
those other guys have theirs, 
and I have mine. Mine Is to be 
lure no musical saw player, or 
8wimming pig, or guy who has 
a ear that runs on corncobs 
goes unremarked on national 
television • . . and my standing 
instructions are, if I come 
upon a real news story out 
'there on the road, to be sure 
to caU some real reporter to 
come cover it. 

The stories I ,l"ave done in 
the Rocky MountaIns have not 
been about politics or politi· 
clans or controversies ot 
ellamitles. They have been 
about prospectors and cow· 
boys and sheep sbearers and 
beer can collectors . . . the 
famous jackalopes of Wyoming 
- unable to breed except duro 
ing flashes oC lightning .. . 
that's why they're 80 rare .. . 
or the famous fur·bearing fish 
of the YeUowstone River ... 
which look like ordinary 
native cutthroat trout during I .... ! ___ . _______ .:=====]th.e.s.u.m.m.e.r.h.u.t.g.row a protec-

t1ve coat of fur to help them 
survive the winter; a prospec· 
tor out of Gardiner, Montana, 
grew 80 fond of me over a few 
drinks at the K·Bar there that 
he gave me his only mounted 
example of the fur·bearing cut· 
throat, and I have It yet. 

I bave done stories In this 
region about the wildflowers 
and the wild horses, and the 
wild rivers snd some of the 
wild folk ... and I am grllte­
ful not to have to do civilized 
stories of the sort you expect 
to find on the front pages or 
on the network evening news. 
CBS just lets me wander 
where I wish, so r go mosey- . 
Ing along, feeling the leasons 
change. CBS doesn't e\1en 
know where I am. They don't 
cat, where Jam. 

And since the place where 1 
would rather be f.I rlJht here 
in the northern Rockies, right 
here Is where 1 often am. 

It is hard to explain the hold 
Montana can exert upon a 
one·time North Carolina farm 
boy. Let me read you a pas­
sage from a California farm 

1 wish every 
school child 
could have the 
adventure of 
following the 
trail of Lewis 
and Clark with 
their diaries 

'in hand. 



Ch.rl~, Kutalt, Be. Taylor, end 
Ed Groenhout ,,1.1t at the ban· 
quet lollowl"llroundbreaklna. 

boy who put It pretty well. 
John Steinbeck, in Travels 
with Charlie: 

"J am in love with Montana. 
For other states, I have admfra­
lio'I, respect, recognition, even 
sOnte affection, but with Mon· 
tana it is love, and ii's difficult 
to o'lal)1:e love when )'014 're 
il'l it ... 

"!t ·!lM~·~ to tt!~ MO'1tl].'m f.~ I] 

gt"eat splash of grandeur. The 
scale i3 huge. but not overpower­
. ina· The land is rich with grass 
a"d color, and the mountains 
are tilt !dnd 1 would create if 
mounta;n3 were ever put on my 
agenda. Montana seems to me to 
be what a small boy would think 
Texas is like from hearing 
Te.1ians. 

"Here for tile {irst time I 
heard a definite regional accent 
unaffected by TV-"e. a slow· 
paced warm spttch. It seemed to 
me Illat the frantic bustle of 
America was not in Montana. 
Its pt.ople did not seem afraid of 

shadows in a John Birch Society 
sense. The calm of the moun­
tains and the rolling grasslands 
had got into the inhabitants. 

"II was hunting season when I 
drove through the slate. The 
men J talked to seemed to me 
not moved to a riot of seasonal 
slaughter but simply to be going 
out to hill edible mcat. Agai" my 
attitude may be informed b>, 
love, but It seemed to me that 
the towns were places to live In 
rother than nervous hives. Peo. 
pie hod time to pause in their 
occupations to undertake the 
passing art of neighborliness . .. 

"But I sce thai as usual. love 
is inarticulate. Montana has a 
spell on me. II is grandeur and 
warmth . .. Of all the states, it 
is my favorite and my/ove." 

I. too, fell In love with Mon­
tana at first sight. My own 
passion was not for the moun­
talns, but for the valleys. and 
not for the valleys, exactly, 
but for the rivers that run 
through the valleys. and not 
for the fastest or deepest 
rivers, exactly, but for the 
smllller ones which would sup· 
port a floating dry fly. But 
here is what happens in the 
northern Rockies , .. One 
,.om_1I: tn fi~h hilt hp Wllllcll 
th;~~gh-fi~ld~ ~i"fl~~e~~--i~ 
rellch the stream. and learns to 
love the roses and thistles and 
yellow daisies and wild Iris. At 
the edge of the bank. he sees 
the work of the beaver. and 
shares the place with muskrats 
end with mink. He thinks he's 
there to fish, but pretty soon 
he's there to see the heron in 
(he morning and hear the coy­
ote in the night, and by then 
he is captured by the moun­
tains, and after he depllrts ... 
in his dreams (ar away to the 
east, he sees the golden eagle 
rIding the thermals. 

Wlalall 
order it is to try to capture the 
Rockies in II museum, and 
what a worthy ambition: To 
bring people indoors for an 
hour to help them understand 
the magnificence that is all 
around them out of doofe. 
And not the natural beauty 
only, but the nlark that has 
been made on the land by its 
earliest inhabitants, the 
dinosaurs of a million years 
ago, and by its later ones -
the people of 10,000 years ago 
liS revealed by the museum's 
excavation at Indian Creek In 
the Elkhorn Mountains. 

Fabulous men and women 
have walked here ... the 
most astonishing people in all 
the gaudy story of America 
. .. Lewis and Clark among 
them. I wish every school 
child could have the adventure 
of (ollowing the trall of LewIs 
and Clark with their diaries in 
hand ... up the Missouri to 
the Three Forks, up the Jeffer­
son to the three tributaries 
they named (or President 
Jefferson's virtues - Wisdom, 
Philosophy and Philllnthropy 
... too many syllables Cor the 

prospectors who came later 
Ann rpl'IAmpn thl'm Rig Hnlf'!. .. "' .. 
Beaverhead and Ruby ... and 



then up over the Lemhi Pass, 
down to the Salmon River 
counlry, and eventually, 
ttrduously, to the Snake and the 

Human beings 
come and go, but 
the mountains 
remain to divide 
the eternal 
rain and direct 
it toward oceans 
a continent apart. 

Charlet Kurall, Mlck Higer, 
and bu Taylor I~.d the! way 

In ,roundbtt.kln., 

Columbia to the sea. Lewis 
and Clark descrve tt Homer to 
tell of their Odyssey, ond as 
leaders of line (If the most StlC­

cessful cxpeditions of all of 
human history, they may hHve 
one someday 85 their trip 
through the Rockies, hard 
rcality, fades into legend in 
the mists of time. John Colter, 
who was wilh Lewis Imd 
Clllrk OIlld rcllirned to hecome 
the first mountain man cross· 
ing the Wind River Mountains 
and thl" Tetun n8nge 1I10nc 
and on fool ... the first white 
man to dcscl'ibe Vellowstollc's 
geysel's ... ther laughed ot 
the very idea <lilt! cltlJed il 
Coller's Hell. 

The incredible MHnuel Lisa 
knew I h('w lllo\tl\lnins. Hnd 
Ihe )'oung J('(lrdiah Smith ... 
i1lld Jim Bl'id~er, old Gahe. til\.' 
Blankel Chkf ... <lItel Kit COlr. 
son lind Jo~~ M(·l'k. 

Our c;hild ..... ·Il. wIll) mc said 
10 hI! uninterested in AlllcriCtill 

history, could not fail to be 
ahsorbed by the incredible, 
Hnd usually shorl, lives these 
trappers lived in these moun­
tains. Here Is one of my 
fHvorite paragraphs of Ameri· 
can histor)', tossed off by 
DeVoto sort or Incidentally, in 
Across the Wide MissourI: 
It·s the spring of 1832 in 
Idaho: 

"Miltoll $ublctle had got illto 
C/ brawl \Vith a Bannock war 
chicf alld had llee/I stabbed. Joe 
Meelf, '/Ow a veteran mountain 
mo". 22 )'ears old, stayed behind 
to COli/fori his last hours and 
close M.o; e)'es. BUI Milton looh a 
'(11 of hilling. and after six weeks 
was ClS good as new. He and Joe 
rod!? off 10 fi"d their brigade. 
SM." Ille areel/ Rive,. the), met a 
rillaG!? of SnollCS Qlld for .some 
reaSon these u.~ually friendly 
JI/e/iafls lJad fl,e;r back up. They 
\II<'1't> going 10 Mil Sublette and 
Meek [>111 a war chief who had 
(,IIOIiC" coup.~ to salisf)' public 



opinion got their him"" post­
pop/ed and that night helped 
them ,scape. Snake women were 
held to be the pJeUlesl of all 
squaws, and this chief had Q 

nubil, daughter, whose l1ame Joe 
Meek tendera Umetttuchen 
nlhutst>, Undewal&ey and trar,s­
lates the Mountain Lamb. She 
made an Imderstandable impres-
5iOll 01' the two. After the ten­
dezvous, Milton took his brigade 
into country wh,r, this band 
might be found, found them, and 
married the Mountain Lamb. 
Two ~ars later, Sublette going 
home, Meek married hs, too." 

How do you get those guys 
into a museum? Or Kitty 
O'leary, Madame Bulldog, oC 
Livingston, Montana, who 
tipped the scales at 190 
pounds, 8trlpped, find stripped, 
It is solemnly recorded, is 
what she was most of the 
time. She threw Calamity Jane 
out oC her establishment right 
into the street. Old Calamity 
Jane try to Clght back? A wom­
an who knew them both said, 
"Calamity wes tougher'n hell, 
but she wasn't crazy." 

CharI .. KUrll1t .harea • "'nquet 
.able with Albert. Balr and Don 
North of B1If'l1qton Northern. 

How do you get E. H. 
Weeds of Fish Springs, Utah, 
into a museum? In 1904, he 
drove into Eureka looking (or 
the sheriff. He had the bod)' 
of his partner, A. F. White. 
wrapped In a blanket on the 
floor oC his buckboard. The 
sheriff said, "What hap­
pened?" Mr. Weeds said, "He 
kept singing while I Was trying 
to read." They gave Mr. 
Weeds 8 months in the county 
Jell, and he passed the time. 
peacefully, reading. 

Then there was the stolY 
from Ubet, Montana, once the 
best-known stage station in 
Montana Territory. It had II 

two-story log hotel with cold 
rooms. Ooe winter night was 
so cold that a salesman who 
was staying in one of the 
rooms came down about three 
o'clock in the morning to 
warm up by the nre in the 
dining room. He sat there by 
the Cire and nodded off. About 
4:30. a stage driver came In 
with,. Crozen face and icicles 
hanging from his mustache, 
and his hands lumps of lee. 
The salesm.an woke up and 
saw him standing there and 
said, "My God, which room 
did you have?" 

These ancieilt Mesozoic 
rocks have looked down on 
Coronado, Pike, Bonneville, 
Premont and Powe'lI, they 
have looked down on 
Sacajawea and Cameahwait. 
and Jim Bridger and John 
Bozeman and Calamity Jane 
and Charlie Russell and 
Charlie Balr, and tens of thou· 
sands of Cur trappers, miners, 
trail blazers, big dreamers, 
homesteaders. These moun­
tains have seen much bravery, 
much generosity, much cruelty 
and cowardice and greed ... 
In short, much humanity. 

But human beings come and 
go. Virginia City. Montana was 
home to 18,000 people once. 
to 192 at the last census. 
Human being. come and go, 
but the mountalna remain to 
divide the eternal rain and 
direct it toward oceans a conti­
nent apart . • . the rivers re·. 
main, and the cutthroat in the 
rivers. the alders and the 
aspen and the willows remain, 
and the grass and the willows, 
and the deer asleep under the 
willows, and the stara in the 
Big Sky. 

How do you aet It all into a 
museum? You don't. of 
course. If we were not awed 
by these majestic mountain, .,.. 
the beauty of tbem and the 
natural and human hlatory we 
find here - we wouldn't even 
try. But humin beinp from 
the Cirst primitive cave painter. 
have felt the impulse to make 
a record of the thins_ by 
which they are awed, to set it 
down somehow 80 others pass­
ing that way would know 
what had come before. It i& 
that same impulse which 
brings us together tonight. The 
Museum of the Rocklea 11 our 
cave painting, our Parthenon 
or Uffizl Gallery or time cap­
sule, our message to the 
future, from this land we all 
love. 

~~~~ 
-.:- CHARLES KURAL r 



FOREWORD 

HOW can one account for the thrill of finding a fossil? Partly 
it comes from the straightforward excitement of un­

earthing buried treasure; partly, from the romance of realizing that the 
object in your hand was alive millions of years before mankind appeared 
on earth; and partly, from the exultant ~ealization that, no matter how 
cOll1monthe fossil you have found, you are the first human being to see 
that particular one. 

Oddly, few books about fossils convey anything of this delight. 
Digging Dinosaurs is the exception. Here, unusually and thrillingly, is 
captured all the excitement of the search and the discovery. I have had 
the rare good fortune of crawling alongside Jack Horner as he made his 
way up the side of a gulch in the Montana badlands, picking out, with 
his uncannily sharp eye, frJgments of dinosaur eggshells and the tiny 
bones of the nestlings that emerged from them, and of hearing him 
bring to life in words the scene around us when it was t,hronged with 
vast numbers of nesting giants. I can, therefore, vouch for the accu-

9 



rncy with which this book re-creates that experience-and that, by 
itself, will make it a joy to read for anyone who has any interest in the 
natural world. 

But this book is something more. Lots of us find fossils. A few 
people find new species of fossils. But only one or two have the insight 
and deductive skill, the persistence and sheer good fortune to make 
discoveries that lead paleontology into completely new areas of inter­
pretation. Jack Horner is one of those people. Not only has he 
discovered new kinds of dinosaurs, he has revealed whole new aspects 
of their hehavior that bring them to life as never before. 

His account of how he did so is a kind of detective story. It 
begins with the discovery of clues and ends by using them to solve a 
mystery. Like all good detective stories, it is difficult to put down and 
you pant to know what will happen next. But there is, of course, a huge 
difference. Detective stories unrnvel the mystery of a single fictional 
death. This story reveals the truth about a multitude of actual lives. No 
extinct animals have gripped our imagination more vividly than dino­
saurs. Few have been written about more extensively. But this marvel­
ous yet modest book sets up a new milestone in the advance of our 
understanding of these astounding creatures. 

... , 
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DaIJid Allenborou/!h 
Londo", August 1988 



ROBERT D. CORETTE 
Prudential Financial Service Center 

P.O. ROX 509 

BUTTE, MONTANA 
59703 

March 14, 1989 

Representative John Vincent 
state Capitol Post Office 
Capitol Building 
Helena, MT 59620 

Dear Representative Vincent: 

You have before you House Bill 769 which 
is an appropriations bill for one-third of the cost 
of the operation of the Museum of the Rockies for 
the biennium. Another one-third of the cost of the 
operation is self-generated at the Museum and the 
last one-third comes from outside support. 

I have been a Director of the Museum of 
the Rockies for six years and I can assure you that 
it is a 7 million dollar asset owned by Montana 
state University, or if you desire, by the state of 
Montana. Consequently, one-third of its support 
should be by the state. 

You mayor may not know that it is the 
third largest tourist attraction in Montana, after 
Yellowstone and Glacier. It is considered one of 
the few outstanding museums in the united states 
and if you haven't seen it, I urge you to do so. 

I hope that you will give your support to 
House Bill 768. '. 

Sincerely, 
,'7. 

<j' ~)~{C(/ 
Bob Corette 



SUMMER ADDRESS 

P. D. BOX 250 

WEST YELLOWSTONE, 

MONTANA 11975. 

14061 646-73211 

OP'F"CI!' 0'" 

TREVOR H.S. ITERRYI POVAH 

"RI!IIDIlNT 

HAMILTON STORES 
INCORrORATEO 

YELLOWSTONE NATIONAL PARK 

March 7, 1989 

The Honorable John Vincent 
1020 S. 3rd 
Bozeman, MT. 59715 

Dear Mr. Vincent: 

WINTER ADDRESS 

226 E. CANON PERDIDO 

P. O. BOX 2700 

SANTA BARBARA, CALIF. 93120 

IBOIII 963-0701 

As a Montanan and Director of the Museum of the Rockies I am vitally inter­
ested in its future which will, of course, depend upon the funding it receives. 
The Museum was constructed and equipped with private funding and given to 
the State. Plans caB for new permanent exhibits over the next five years at a 
cost of $3 million which will also be obtained from private funds and given to 
the State. 

Operating funds of over $800,000 per year will be provided from donations, 
earned income and grants, however, for the biennium an additional $747,535 
will be required to cover the cost of additional staff and space. Unless this 
funding, which will be included in the Montana State University budget re­
quest as a Program Modification, is approved the Museum's staff, programs 
and hours all will be drastically reduced_ 

Tourism, as you know, is a leading industry in Montana. The more the State 
has to offer, the more people it will attract who will stay in the area longer 
and, consequently, increase State revenues. The Museum of the Rockies at­
tracts many visitors to the State, and it's programs and exhibits will serve 
over 1 million people during the next five years plus many millions more 
worldwide will be made aware of Montana through the Museum's research 
and the media attention it attracts. J believe the Museum is a great asset to 
Montana, wOl1hy of State financial support and that responsible funding can 
be obtained if it is derived one- third from the State, one -third from eamed in­
come and one- third from private support. 

The funds that would be provided under the Montana State University budget 
are essen tail to the growth and future of the Museum and J urge you to vote in 
favor of this budgct when it comcs before the legislature. Thank you for your 
consideration. 

TIJP/opb 



Testimony in Suoport of HB 768 

Beatrice Taylor, Bozeman, Montana 

r am here today representing the philanthropic sector of the community, - both as 
a donor and as Chairman of the Capital Campaign. As a donor, my husband and I 
were instrumental in funding the Taylor Planetarium to open April 1 at the 
Museum of the Rockies. As the Museum's Capital Campaign Chairman, I work in a 
volunteer capacity and donate approximately 600 hours per year. I have worked 
closely with the Museum of the Rockies for over 8 years, and have helped generate 
$7.2 million for our expansion. 

It is highly unusual for private donors to give generously to State institutions. Our 
blend of the private and public sectors utilizes the best of both worlds - a State 
affiliation, as a department of Montana State University, and an entrepreneurial 
freedom, through government by a private Board of Trustees, that allows us the 
flexibility to solicit widespread support from the private arena. The Museum of 
the Rockies represents a new approach to public/private funding - one that relies 
on mdividual generosity supported by a State conscience towards the education of 
H5 people. 

Dunors are willing to make an investment in Montana - in its economic 
re\"italization - by helping to provide educational and cultural benefits not 
cther~'ise available. They have made this additional com mitment over and above 
the taxes they pay to the State and they have entered into this unique partnership 
with the full expectation that the State would accept its responsibility to help in the 
maJDlenanCe and operating expenses of its facility. It is important that the State 
not jose faith with these people. Donors cannot be expected to give their money to 
a Slate institution that is not supported by the State to which it belongs! 

Since \\re initiated our campaign 8 years ago, we have raised over $7.2 million from 
prh'atc sources. Of this a mount, 13 donors gave over $100,00 each to account for 
$6.2 million of the total. At the other end of the scale, 181 smaller donors gave 
from $10 to $1,000 to total $48,000. These smaller gifts often represent an even 
greater sacrifice on the part of the donor: these are the gifts that touch our hearts. 
All gifts to the capital campaign are in addition to memberships and other gifts for 
operations. . 

Volunteers play an important part in the success of our fund-raising efforts. 
Citizens from all walks of life participate at the board level, as campaign workers 



on our local campaigns, and as regular volunteers within the museum. Last year, at 
the Museum of the Rockies, over 120 volunteers donated their time and talents to 
make our budget dollars go as far as possible. They gave time valued at $96,000; 
next year they will give half again as much. 

Why do they give of their time and money? They believe that the Museum of the 
Rockies is fulfilling a mission that is not otherwise addressed in this state - namely. 
to look at the scientific and cultural history of the Northern Rocky Mountain Region 
from the beginning of time to the present, in order to give both residents and 
~ .. isitors alite a greater sense of their own heritage. They want to promote the 
exciting research being done by our staff, most notably that on dinosaurs being 
conducted by Jack Horner. Our donors believe that the staff is capable of producing 
exhjbjt~ ~econd 10 none. They want to be a part of the most exciting thing that j~ 
happenmg in Montana! 

One of the first questions I am asked by major donors is "What is the State's leyel 
of commitment on this project?" In the past I was able to point to an arrangement 
whereby the State contributed 1/3 of our operating budget. the Board of Trustees 
and Museum programs supplied 1/3, and staff-generated grants and contracts 
provided the balance. This blend of support represents a responsible mix that 
ensures the highest performance at every level. 

With decreased university funding, the moneys available to the museum have also 
dropped below the anticipated levels. It is crucial that the State restore its 1/3 
leveJ of funding to assure donors that their investment in Montana is protected by 
a firm commitment on the part of the State. People will continue to give towards 
equipment and exhibits, but it is one of the realities of life that donors are not 
anxious to spend their money on such expenses as heat and electrkity -particularly 
in a huilding that belongs to someone else. Our new, enlarged facility will require 
larger expenditures for maintenance and salaries and private donors cannot be 
expected to carry the additional burden. 

Built and equipped with private money, the new Museum of the Rockies is our gift 
to the people of Montana. We can never forget that, despite the tremendous 
generosity of our private donors, the Museum is a State institution. Without tl1e 
commitment on the part of the State to support the Museum of the Rockies. 
additional funds will be difficult, if not impossible, to generate. 

Although the Museum opens April!, our task is not complete. We wil1 continue to 
need money from outside sources for an estimated $3 miHion needed for new 
permanent exhibits and renovation of old ones. The staff will continue to allot a 



, " 

portion of its time to writing grant proposals to fund research and special projects. 
We will continue to manage efficiently to maximize income from operations. 

I will continue to donate my time, working with our Director of Development and 
soliciting funds from throughout the country for new exhibits and research 
programs. Private donors will continue to give towards exhibits and programs, but 
they cannot carry the full burden for a museum that is. in fact. a State institution. 
Without additional help from the State. our budgets will have to re-allocated and 
we will not have the funds necessary to continue and expand our outreach 
programs that have the potential to touch every life in Montana. 

We are not asking for a handout; we are asking for the State to make an 
in\ cstment in a State-owned institution that has been provided through private 
donations that have already totalled $7 million. Our program modification request 
of $370,000 per year represents a 5% investment, when matched against the $7 
million gift. For this the State receives unparalleled opportunities for students of 
all ages, national and international recognition, and tourism benefits on a par with 
OLlr finest natural resources. 

Thank~ to the hard work by many"people, ours has been a success story that does 
credit to the entire State. We have achieved a high level of visibility that focuses 
attention on the State and we stand in a position to make a significant economic 
impact. We will continue to carry our share of the load, but it is important that this 
Legislature help us make the Museum of the Rockies the success it can be. 
Together we can build a better Montana. 

Passing HB 768 will send a clear signal to the business and philanthropic 
community that Montana accepts its role in promoting educational and cultural 
opportunities for residents and visitors. Through a unique and profitable 
partnership, Montana will continue to prosper and send a signal to the rest of the 
world that "all is well on the western front." I urge you to endorse and vote for HB 
768. 



TESTIMONY BY LAURIE SHADOAN 
BOZEMAN AREA CHAMBER OF COMMERCE 

BEFORE THE APPROPRIATIONS COMMITTEE 
HOUSE BILL 768 

Chairma'n Bardanouve, Members of the Appropriations Committee, I am 
Laurie Shadoan of the Bozeman Chamber of Commerce. 

Although the Museum of the Rockies has tremendous opportunities in 
education, the opportunities for the State of Montana in tourism are far 
greater. I believe that few people understand the enormous impact the 
Museum will make on the State of Montana. 

On April 1, 1989, the Museum of the Rockies will be dedicated to the State 
of Montana for our Centennial year. This date will begin the realization of 
the dreams of hundreds of people that have contributed to or have been 
involved with the Museum expansion. 

The Museum is expected to serve more that 1 million visitors in the next 
5 years, a $15 million direct impact, or a $45 million impact using a 
multiplier of 3 times. 

The advertising that the Museum of the Rockies has generated in numerous 
national magazine articles, television programs, and newspaper articles 
is truly priceless. 

The Bozeman Chamber strongly urges your support of HB 768, as a wise 
investment in the future of Montana. Thank you. 

1205 E. Main St. • P.O. Box B • Bozeman, Mt. 59715 (406) 586-5421 
A Non·Profit Membership Organization, Working for a Better Bozeman 
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- microfin.mem.c 

THE MICROBUSINESS DEVELOPMENT ACT 
House Bill 765 

-SYNOPSIS-

Page '1 

The purpose of the Microbusiness Development Act is to assist 
in the finance and development of the small, locally-owned 
businesses that make up the majority of the Montana economy. 
The program will provide the capital for market-rate loans, 
administered at the community level, in amounts up to '$20,000, 
for firms having fewer than ten employees and gross revenues of 
less than $500,000 per year. 

Such businesses constitute 82.5% of all enterprises in the state~ 
and produced virtually all job growth in Montana in the 1980's, 
yet currently (because of the diseconomies of small scale in 
lending) have no institutional source of finance--whether from 
banks or public programs. Average loan size for the SBA is over 
$100,000; average loan size for the Coal Tax Loan Program is 
over $300,000. The cost of credit investigation and servicing 
for small commercial loans likewise prevents banks from being 
active in microbusiness lending. A 

Management training and oversight go together with the money, 
to make sure the loans are secure and the projects financed are 
successful. Clients who do not have a professional-quality 
business plan and finance proposal, together with proper 
record-keeping, accounting and other management systems, will 
have to complete a business training program (provided by the 
local corporation that administers the loans) designed to produce 
these critical elements for business success. 

The combination of training and oversight with small and 
appropriate amounts of finance is a key feature of the program, 
which is modeled on six years of successful experience by a 
community loan fund in Minneapolis, called WEDCO. The experience 
at WEDCO, and with some pilot projects in Montana, shows that 
revolving funds which combine management training with finance 
have lower loan-loss rates than an average commercial bank • 

The legislation requests a one-time appropriation of $2.2 million 
dollars from the Instate Investment Fund of the coal tax trust 
to create a development loan fund administered by the Department 
of Commerce. Development loans (interest-only loans at a rate 
sufficient to cover state administrative costs), in maximum 
amounts of $200,000, will be made to qualified microbusiness 
development corporations (MBDC's) to capitalize community-based 
revolving loan funds. 
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Microbusiness development corporations are defined to be 
nonprofit corporations whose function is to provide management 
training, technical assistance and access to finance to 
microbusinesses, and to monitor the performance of microbusiness 
loan recipients. Detailed qualifications, rules and guidelines 
for these corporations will be developed by the Department of 
Commerce, in conjunction with an advisory board of thirteen 
members representing the financial community, local development 
groups and microbusiness owners. 

In general, MBDCs will be required to demonstrate their ability 
and plan to: 1) provide training and financial oversight; 
2) administer a revolving loan fund; 3) investigate and qualify 
loan proposals; and 4) secure sufficient sources of operating 
income. MBDCs will also be required to demonstrate broad-based 
community support, and a sufficient market or client base to 
fully utilize the proposed revolving loan funds. In selecting 
among competing proposals, attention will also be given to 
geographic representation of and service to all areas of the 
state, including both rural and urban communities • 

. Development loan funds may be used by the MBDC's to make direct 
loans to microbusinesses, not to exceed $20,000 to anyone 
business; or funds may be deposited to guarantee loans made by 
financial institutions to microbusinesses, with the same dollar 
limitation per loan and per business. Development loan funds may 
not be used for any other purpose, including operating expenses 
of the MBDC; however, interest earned on deposits or loans from 
these funds may be used for operating expenses. 

Matching contributions to the revolving loan funds will be 
required, on the ratio of one dollar from other sources to each 
three dollars of program funds. Upon a finding of nonperformance 
or noncompliance in administration of revolving loan fund, a 
corporation may be declared in default and required to remit the 
full amount of the development loan. To this end, development 
loans will be secured against the corporation's receivables (its 
entire loan portfolio). . 

Support for this initiative has been universal among all those 
with whom the idea has been discussed, and who have aided in 
developing the draft legislation: bankers, businesspeople, 
local development corporations, job training and educational 
organizations, and technical staff at the Business Assistance 
Division and Board of Investments. 

Sufficient organizational experience, and financial and training 
expertise, exist in communities throughout the state to project 
that at least eight to ten local microbusiness development 
corporations can be qualified and capitalized within the first 
two years of program operation. 



QUESTIONS AND ANSWERS 
on the 

MICROBUSINESS DEVELOPMENT ACT 

1. What will the program cost, and how will it benefit the 
state? 

a) COSTS: 

A small and declining general fund appropriation will be 
needed to start the program, until enough development loans have 
been made for interest income to cover administrative costs. We 
estimate a need for $64,000 in the 1st year, $20,000 in the 2nd, 
and zero in the 3rd and thereafter. 

The state will also lose interest earnings of 8.15% on the 2.2 
million appropriated from the Instate Investment Fund. Once the 
full appropriation is drawn, that amounts to $179,300 per year. 

b) BENEFITS: 

For microbusiness, investment per job created is extremely 
low. At least one new job will result from every $5,000 of 
development loan funds invested (micro-loans will leverage 
additional private investment, in many cases). In the first round 
of investment, 440 jobs will be created. At even a below-average 
wage of $13,000 - $14,000 each, that means $5.9 million in new 
personal income, producing 

a $207,240 increase in annual state income tax revenues. 

More gains will come from reductions in welfare and 
unemployment costs.' We estimate that at least 30% of jobs created 
or retained--132 in all--will be filled by people who would 
otherwise be receiving unemployment or welfare benefits. At an 
average reduction in costs of $3,060 each, that means 

a $403,920 savings to welfare/VI programs. 

These calculations are conservative in every respect. 
Investment per job generated is as low as $1,668 for some 
micro-loan programs. The wage level used above is 20% less than 
average production wages in Montana. Reductions in welfare and 
unemployment cases could be much higher. Still more gains, not 
taken into account, will come from increases in licensing, excise 
and other consumption taxes. 

Gains far exceed costs; and the loan pool will be invested not 
just once, but perpetually reinvested in small, locally owned 
Montana businesses, continuing to create new jobs and related 
benefits. Turnover, or full reinvestment, should occur about 
once every two to three years for small loans of this kind. 



2. Is this trust-busting? 

The principle author of the Instate Investment Act agrees that 
the use of funds contemplated here is entirely in accord with 
the original intent of the Act. What is being done is to free 
a small part of the Fund from the constraints of trust fund 
fiduciary regulations--constraints that now prevent the money 
from being used to make small loans to truly small businesses. 
And the appropriation from the IIF is not to be spent: it is 
to be invested, over and over again, in small companies at the 
community level. Capital is sequestered from operating expenses; 
is secured; and is recoverable. 

3. What about security? 

(a) Loss rates for combined training/finance/oversight programs 
are lower than regular bank loss rates, and can be covered from 
loan loss reserve requirements placed on the MBDC's. 

(b) Capital (the development loan fund) will be strictly 
sequestered from operating funds at the state and local level; 
any repayments of principle to the state will go back into the 
development fund. 

(c) Principle on development loans will be secured by a first 
lien on all microbusiness loans of each MBDC: a minimum ratio of 
1.3 : 1 of collateral to investment. 

(d) Principle can be recovered in two ways: 
i) Through default, in case of nonperformance by an MBDC, 
in which case the corporation's receivables revert to the 
microbusiness development fund; :. 

ii) Through non-renewal of the interest-only feature of 
the development loans. These loans will be made on an 
interest-only basis for a set term. If it is decided not to 
renew at the end of the term, an amortization schedule can 
be negotiated, to recover principle in a gradual fashion 
that does not disrupt the income or operations of the MBDC. 

4. Where will the MaDe's get their operating income? 

About one-third will come from interest earnings on microbusiness 
loans. If development loans to MBDC's are made at 4% (enough to 
cover administration at the state level), and microbusiness loans 
are made at the current market rate of 13%, net interest earnings 
will be about $20,000 per year. The remainder of a typical 
$60,000 operating budget could come fro~ fee income for 
training and loan packaging, local government support, private 
contributions, private foundations, federal grants, or the 1/10 
mill levy for economic development available to Montana counties. 



5. Why not low-interest loans to the microbusinesses? 
Why should they pay market rate? 

The intent of this program is to finance economically sound 
and competitive expansion or start-up projects whose only fault 
is that they are too small to receive attention from existing 
public programs or regular commercial lenders. The economist's 
definition of a competitive project is one that can pay 
market rates. This program overcomes 'a market failure known 
as diseconomies of scale: the subsidy is in the credit 
investigation, management training and oversight costs, not the 
interest rates. 
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SUMMARY 

Survey of Montana Banks 
on 

Market for Microbusiness Lending 

On March 2, 1989; a questionnaire was mailed to 175 Montana 
banks, to help determine if there is a market for small 
commercial loans (under $25,000) to small companies, accompanied 
by managment technical assistance and oversight. Forty-two banks 
have returned the questionnaire. 

1. One third of the respondents agreed that there is some size 
below which commercial loans become impractical for a private 
lender. Twenty-four percent said loans of $15,000 or less were 
rare or unlikely. 

2. More than 83% said there was a size below which SBA guaranteed 
loans become impracticable--and 64% said SBA guaranteed loans 
below $25,000 were rare or unlikely. 

3. Asked to identify commercial financing needs not met by 
current private and public lenders, respondents checked the 
following categories: 

Equity capital 
Venture capital 
Risk capital 
Debt finance of working capital 

45.2% 
83.3% 
88.1% 
52.4% 

4. Ninety percent of all respondents said administrative costs 
of commercial loan investigation and servicing were higher than 
costs for personal loans; 52% said commercial loan costs to the 
bank were two or more times greater than personal loan costs. 

-continued-



Summary - p. 2 

4. Estimate of Micro-Lending Market. Twenty-six banks responded 
to questions on the likely market size for an institution 
in their market area, specializing in commercial loans under 
$25,000, and providing management training and oversight. These 
statistics are derived from their estimates: 

a. Number of loans made per year (average): 32 

b. Dollars loaned annually (average): $661,923 

c. Sum of dollars loaned (all responses): $17,210,000 

d. Total population served (all responses): 370,500 

e. Annual micro-loan market per 1,000 population: $46,451 

f. Annual micro-loan market, Montana: $37,160,000 

Methodology of Market Estimate. All respondents' 
individual estimates of the total annual dollar lending 
market for a new institution specializing in micro-loans 
in their own market area were summed [(c), above]. Each 
respondent also identified the population range of the 
market area for which the market estimate was made. 
Midpoints of the individual market population ranges were 
summed, for all responses, to give the total population 
for which the estimates were given [(d), aboveJ. 3,000 was 
used as the midpoint of the lowest range, and 85,000 as the 
midpoint of the highest range. 

Total annual dollar market was divided by total population 
served, and multiplied by 1,000, to yield the dollar 
market estimate per 1,000 popUlation. [(e), above]. This 
procedure was equivalent to calculating the dollar market 
per 1,000 population for each response, and then calculating 
the average market per 1,000. ' 

Finally, the annual dollar micro-loan market per 1,000 
population was multiplied by 800 to yield an estimate of the 
total Montana lending market for micro-loans [(f), above]. 
By reducing respondent's estimates to a loans per 1,000 
figure, we avoided "dOUble-counting" mUltiple responses 
referring to a single market area. 

The market identified by this survey is seventeen times greater 
than the total amount of revolving loan fund capitalization 
requested for the microbusiness finance p~ogram. 



TALLY SHEET 

Survey of Montana Banks 
on 

Microbusiness Lending 

Respondents: 12 loan officer 28 executive officer 

~ unidentified 42 total responses 

A. with regard to commercial loans only, secured by the assets 
or cash flow of a business enterprise, in your experience and 
judgment: 

1. Is there a loan size below which it becomes, generally 
speaking, impracticable for a private lending institution to 
undertake the credit investigation and servicing costs of a 
commercial loan? 

N=42 14 Yes _28_ No 

33.3% 66.7% 

2. If yes, please check the loan size below which commercial 
loans from private lending institutions become rare or 
unlikely, even for otherwise feasible projects: 

N=42 o $75,000 
2 $50,000 

5 $25,000 
1 $20,000 

2 $15,000 
4 $10,000 

23.8% SAY LOANS UNDER $15,000 ARE RARE. 

3. Is there a loan size below which it becomes impracticable 
(because of processing costs or other considerations) for a 
private lending institution to apply for an SBA guarantee on 
a commercial loan? 
N=42 35 Yes 7 No 

83.3% SAY YES. 

4. If yes, please check the loan size below which SBA 
guarantee applications become rare or unlikely, even for 
otherwise feasible projects: 

N=42 2 $75,000 
12 $50,000 

13 $25,000 
"3 $20,000 

2 $15,000 
3 $10,000 

64% SAY LOANS BELOW $25,000 ARE RARE. 



B. Please check the types of commercial financing for which you 
feel there actually is a need in your market area that is not met 
by current private and public finance institutions • 

. ,' 
N=42 45.2% 1. Equity [19 yes, 23 no] 

83.3% 2. Venture capital (large-scale, quasi-equity, high 
r'isk/return) [35 yes, 7 no] . 

88.1% 3. Risk capital (mid to large-scale, debt financing, 
less well secured than is normally "bankable") 
[37 yes, 5 no] 

52.4% 4. Debt financing of working capital 
(inventory/receivables) 

6 $100,000 or greater 5 $25,000 or less 

11 $50,000 - $100,000 (1 responded to all 3) 

c. With regard to very small-scale commercial loans ($25,000 or 
less) please give your best estimate of the following: 

N=23 1. Number of inquiries/applications your institution 
receives annually for loans in this size range: 

(avg) 41 

2. Number of loans you would estimate are actually closed, 
annually, from this applicant/inquirer pool: 

(avg) 18 

D. If there were an institution in your market region 
specializing in very small scale commercial loans (sub $25,000), 
and capable of carrying out intensive credit investigation, 
management training and loan servicing in that area, what would 
be the size of the market for that institution? 

N=23 1. Likely number of feasible projects, i.e., loans closed 
per year: 

(avg) 32 

2. Likely amount of total investment annually: (avg) $661,923 

E. Population of market area for which estimates in (C) and (D) 
are made: 

N=40 18 5,000 or less 4 15,000 - 25,000 

10 5,000 - 15,000 6 25,000 - ~O,OOO 2 75,000 + 



F. Please compare the administrative cost of investigating, 
setting up and servicing a commercial loan se~ured by business 
assets (equipment, inventory, etc.) to the costs of other types 
of loans of similar size and term: 

1. Compared to personal loans (signature loans), commercial loan 
costs are: 

N=42 o less equal 16 somewhat greater 

16 2 - 3 times greater 6 more than 3X greater 

2. Compared to consumer loans (appliances, autos), commercial 
loans costs are: 

N=42 3 less ~ about equal 15 somewhat greater 

13 2 - 3 times greater 6 more than 3X greater 
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DEPARTMENT OF COMMERCE 

STAN S'BPHENS. GOVERNOR 1424 9TH AVENUE 

b~~~---~NEOFMCN~NAh_d __ -------
HELENA, MONTANA 59620-0401 

ASSESSMENT 

Survey of Montana Banks -- Microbusiness Lending 

The attached analysis is a summary of responses to a survey ·on 
commercial financing needs, mailed. to all Montana banks on March 
2, 1989. In particular, the survey attempted to assess the need 
and market for specialty institutions providing intensive credit 
investigation, management training and oversight linked to 
"micro-lending," i.e., commercial loans of $25,000 or less. 

This is not a scientific survey and its results should be 
interpreted cautiously, for two reasons. 

1. Though it is a large sample survey (42 responses out 
of a bank "universe" of 175), it is not a strictly random 
survey. There was broad representation of all sizes of 
institutions and market areas. But ultimately, this is a 
survey of those who chose to respond. Those who did not may 
have quite a different pattern of opinion. 

2. No pretesting was done on the questionnaire, so we 
are not entirely certain how respondents interpreted the 
questions. Most important, in questions 0.1. and 0.2., 
an estimate was requested of the market for a specialty 
micro-lending institution. Respondents may have understood 
we meant to assess the additional market for a new 
institution in their area; or they may simply have assessed 
the total market for micro-loans, including the market they 
already serve as banks. 

The market identified, however, is extremely large --
over 36 times the $1.1 million to be invested annually by 
the micro-business finance program. It is reasonable to 
conclude that specialty institutions (the micro-business 
development companies proposed under the program) can either 
create an additional micro-loan market equal to 1/36th of 
the existing market, or win a 1/36th share of the existing 
market. 

With these caveats in mind, the survey offers a valuable 
contribution to our understanding of commercial financing needs 
in the state. 

"AN EQL.lA.L OPPORTUNITY Elr/PLOYER" 

Bob Heffner 
SBDC Director 

March 10, 1989 



----------- Box 1176, Helena, Montana -----------
JAMES W. MURRY 

EXECUTIVE SECRETARY 
ZIP CODE 59624 

406/442·1708 

TESTIMONY OF DON JUDGE ON HOUSE BILL 765 BEFORE THE HOUSE APPROPRIATIONS 
COMMITTEE, MARCH 17, 1989 

Mr. Chairman and members of the Committee, for the record, I am Don Judge 
representing the Montana State AFL-CIO in support of House Bill 765 which 
establishes a microbusiness development corporation grant program in the State 
of Montana. 

This legislation is a positive step forward in our state's search for new 
economic activity and our efforts to broaden and diversify Montanals economy. 
Attention to the financial needs of small businesses engaged in adding value 
to our statels rich array of natural resources is a sound economic tool. 
While many of these small businesses will probably not become affiliated with 
organized labor, many of our members involved in the mining, manufacturing, 
crafts and building trades will benefit from increased economic activity in 
Montana. 

For these reasons, we support House Bill 765. We do have one concern with 
this bill, however. While we strongly support an economic partnership encom­
passing labor, business, and the public sector, this bill calls for the crea­
tion of an advisory council with no provision for membership from labor. 
Successful partnerships on the local level ,have included strong participation 
from organized labor. We suggest that this legislation also recognize the 
need for partnership and cooperation of labor. 

Thank you. 

PRINTED ON UNION MADE PAPER 
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THOMAS E. TOWE 
2525 sixth Avenue North 
Billings, Montana 59101 

(406) 248-7337 

Mr. Robert A. Heffner, Director 
Small Business Development center 
Department of Commerce 
Capitol station 
Helena, MT 59620 

Dear Mr. Heffner: 

Thank you for sharing your information regarding the Micro 
Business Development Act with me. I have reviewed the information 
and do appreciate your efforts to help small businesses. 

I agree completely with the focus of the Act towards small 
businesses in the State of Montana. I also agree completely with 
your concept of combining management training and oversight with 
small loans. The concept involved in the Act, therefore, is one 
that I can support and approve. You may use my endorsement for 
whatever purposes you wish. 

I do agree that because of the low interest rate and the lack 
of security 9n the proposed loan program, a three-fourth's vote of 
the Legislature would be required to set aside the Micro Business 
Development Loan Fund. I have some concerns about the degree of 
interest subsidy contemplated in the bill, and I fear many Micro 
Business Development corporations may not have the expertise and 
the resources to carefully screen all loan applicants. Thus, I 
think we should be prepared to accept some failures. Nevertheless, 
I think the risk is one worth taking and, in the long run, the 
long-term benefits to Montana should be sUbstantial. 

Good luck! 

Sincerely yours, 

~£.~ 
Thomas E. Towe 

TET:mp 

cc: John Vincent, Speaker of the House 



GALLATIN DEVELOPMENT CORPORATION 
P.O. BOX 1114 

BOZEMAN, MONTANA 59771·1114 
(406) 587·3113 

March 15, 1989 

MEMO 

"TO: Francis Bardanouve 
House Appropriations Committee 

FR: Linda Wyckoff, Executive Director~ 
RE: House Bill #765 

Microbusiness Development Act 

The following is a 
Laurie Shadoan on behalf 
in Bozeman to the House 
March 17. 1989. 

written testimonial "to be presented by 
of the Gallatin Development Corporation 
Appropriations Committee at 9:00 a.m. on 

On behalf of the Gallatin Development Corporation, a local 
economic development organization with an emphasis on business 
recruitment and job creation in Montana, I would like to voice 
our support for House Bill 765. 

As an economic development corporation in Bozeman, we 
frequently receive inquiries about sources of capital for 
businesses which have fewer than 10 employees and less than 
$500,000.00 in gross revenue. The microbusiness finance program 
will enable local communities in Montana to support small 
businesses by providing such firms with needed capital in cases 
where traditional bank financing is not an option . . ," 

The Bill represents a progressive step in economic 
development in Montana, a recognit~on that microbusinesses are a 
significant source of job growth in our state. This 
appropriation is particularly appealing in that the funds will be 
available for reinvestment, again and again. at the community 
level. 

We are pleased to support HB 765 and ask that the Committee 
give it serious consideration. 

LW/jb 

cc: John Vincent /" 
Dorothy Bradley 
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BEAR PAW DISTRICT 

Narch 15, 1989 

Wade Nason 

Bear Paw Development Corporation 

of 
Northern Montana 
P.O. BOX 1549 HAVRE, MONTANA 59501 

TELEPHONE: 406·265·9226 
406-265·5602 

BOARD OF DIRECTORS 

Dan Mor..,. Pre.ident Richard Sangrey 
Raymond Parbr. Jr. 
Donoven Archambault 
Art Rambo 

Jim Corrman 
Don Driscoll 
Ken Stam 
Rod Becker 

Orden Klindworth. Vice Pre.ident 
Rohert Moog. s..cretary 
Ray Gehlen. Tre .. urer 
.Ioe Ro.ette 

Office of the Speaker of Hou~e of Representatives 
Capitol Stat ion 
Helena, MT 59620 

RE: HB 765 

Dear Nr. Nason: 

The Bear Paw Development Corporation is a local non-profit development 
organization serving Hill, Blaine and Liberty Counties, and the Fort Belknap 
and Rocky Boys Indian Reservations_ I am "l1-j tinp, lod"y to expl-e~s ollr ~upporl: 
for House Bill 765 which ,,!Culd create a Revolving LO.1n 1'1-ogram for small 
businesses with fewer than ten employees and less than $500,000 gross income, 
referred to in the legislation as "microbusfnesse~." 

Our organization has provided economic development services to our area 
since 1968. We are acutely aware of the needs of many local businesses for 
financing, management and marketing assistance. The intent of the proposed 
legislation is to fill a gap that currently exists in meeting these needs. It 
is our experience that if this gap is filled, microbusinesses will be able to 
create ma~y new job opportunities in Montana. 

We have recently established a Revolving Loan Program to provide risk 
capital and working capital to basic industries. We anticipate that our loans 
will average over $100,000 per borrower. The pr'oposed legislation, Hhich \-,Tould 
provide small loans up to $20,000, would enable us to expand our loan program 
to include many very small busines~es in all sectors of our economy including 
retail and commercial. 

We encourage the Legislature to move forward and enact HB 765. All of 
~ Montana will benefit. 

Sincerely, 

.~ Q'..(~ 
JULLXJ.. 

te 
Director 
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Please give favorable c~nsideration to House Bill 765, 

THE MICROBUSINESS DEVELOPHENT ACT. This bill represents 

an opportunity for' ~ very -small business to get 

financing in the form of market-rate loans up to 

$20,000. This type of financing is rarely available 

t~rough traditional lending sources such as banks 

and/or the SBA. Thank you for voting for House Bill 

765. 

~~ ~;=;;~ 
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ISSOULA COUNT 
BOARD OF COUNTY COMMISSIONERS 

• Missoula County Courthouse • Missoula. Montana 59802 
(406) 72 1 -5700 

BCC-89-l75 
March 16, 1989 

Francis Bardanouve, Chairman 
Appropriations Committee--Room 104 
Montana House of Representatives 
Capitol Station 
Helena, MT 59624 

Dear Chairman Bardanouve and Committee Members: 

We are writing in support of HB-765, which would create the 
microbusiness finance program. The proposed use of $2.2 million 
from the In-State Investment fund to capitalize community 
revolving loan funds for microbusinesses makes good business 
sense and is consistent with the In-State Investment Act. 

The microbusiness market is not currently being served by 
commercial banks or other loan programs such as the SBA or the 
Coal Tax Loan Program. The overhead costs are too high for 
commercial banks to make business loans under $25,000, the SBA 
loan program does not look at applications under $100,000, and 
the Coal Tax Loan Program does not look at applications under 
$300,000. Nevertheless, the Department of Commerce estimates 
that a $37 million market exists every year for loans in the 
microbusiness category, and the market is failing to provide 
these loans. There are many microbusiness owners who are good 
managers with sound project ideas but who cannot find needed 
capital under current market conditions simply because their 
businesses are too small. 

Missoula County has provided seed money to Montana WEDGO and 
the Missoula Community Business Incubator to set up a local 
community revolving loan fund to provide small business 
assistance and capital. One of the advantages we have seen in 
supporting this community revolving loan fund is that management 
training and oversight are provided to small business owners 
along with the capital. The prudence of this approach is evident 
in lower loan loss rates (according to information provided by 
the Department of Commerce) than average loan loss rates 
experienced by commercial banks. Another important advantage of 
this revolving loan fund from our point of view is that it 
provides financing for cottage industries, which produce jobs and 
help people move from public assistance into the job market. 
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BCC-89-175 
March 16, 1989 
Page Two 

For these important reasons, we urge your support HB-765. 
Thank you for your consideration of these remarks. 

Sincerely, 

MISSOULA BOARD OF COUNTY COMMISSIONERS 

!?Mi~~ 
Barbara Evans, Chairman 

NOT AVAILABLE FOR SIGNATURE 

~hveDS' COIR£_ ~ ________ _ 

, Commissioner 

BCC/lm 
cc: Missoula Representatives 

Gordon Morris, Executive Director 
MACo 



OUTLINE 
Remarks of Barbara Welch Richard 

Director, Phi11Co Economic Growth Council 
Malta, Phillips County 

My name is .Barbara Welch Richard. I am a business consultant, 
and by contract, the Community Development Director for the City 
of Malta. 

I want to address two ~spects of House Bill 765. 

1. Can small comnunities manage a revolving loan fund as 
proposed by HB765, and provide the business counselling 
required by the Act; and 

2. Is $20,000 enough to capitalize a viab1e,enterprise? 

1. MANAGEMENT: The City of Malta (pop. 2500) has developed and 
managed for five years a revolving loan fund comprising over 40 
loans, and totalling $600,000, plus interest. The source was 
Community Development Block Grants for housing rehabi 1 itation. 
So far, we have not lost any of our loans, although at present 
there is some delinquency requiring action • 

. The Towns of Dodson and Saco in Phillips County are also managing 
revolving funds, and have a similarly low loan-loss rate. 

COUNSELLING: I believe that small communities have the 
capacity to provide the business counselling required by HB 765. 
The members and officers of our Economic Growth Council are 
successful business people, with years of experience. The Act 
provides means· of paying operating costs for providing this 
service with a paid staff. This staff would be under the 
direction of the directors and officers of the organization. 

2. CAPITAL. REQUIREMENTS: In my private business consulting 
activity, I am contacted by individuals wanting to start or 
expand their businesses. In the past two years, I have had 10 
such contacts. I had to tell 9 of those that their proposed 
project was too small for any kind of public financing or 
business assistance. The financing requested was usually between 
$5,000 and $20,000. 

The Department of Commerce's Small Business Development Center 
has filled part of the gap in management assistance, but the most 
common request still is small loans. 

CONCLUSION: I sincerely hope that this bill will be favor·ably 
reviewed and passed, since it will fill a great need for Montana. 

Thank You 

-



PhillCo 
Economic 

Growth 
Council . .. . 

BOX 1365 
MALTA, MT. 59538 
PHONE: 406-654-2467 

LARRY THORSON, CHAIRMAN 

Chairman, House Approprations Committee 
Helena, Mt. 59620 

Dear Chairman: 

March 15, 1989 

The PhillCo Economic Growth Council strongly supports House Bill 
765, the Microbusiness Development Act. 

Our organization cites as a goal assistance to new and expanding 
business and industry. Malta has over 130 businesses, and less 
than 20 of these employ more than 10 people. Malta has had 10 
new businesses started in the last five years wit!) less than 
$20,000 in capital for each. These businesses now employ over 20 
people. 

We have developed the expertise locally to manage and administer 
revolving loan funds. The City of Malta, the Town of Dodson and 
the Town of Saco all have revolving funds establ ished by 
Community DevelDpment Block Grants for housing rehabilitation. 
The loan-loss rate is very low among these programs. 

Our organization has the capacity to provide the business 
counsell ing required by the Act. Our membership comprises many 
successful business people who are very interested in the 
economic lHe of the community. Through the DOC Certified Cities 
program, we have developed the ability to assist our local 
businesses, especially start-ups. 

We urge you to support the Microbusiness Development Act. 

~ - ~ Thorson, Chairman 
PhillCo Economic Growth Council 

-



dt!J of c!l1alta 
.cMalla, cIl!lollflma 

House Appropriations Committee 
Francis Bardanouve, Chairman 
Helena, Mt. 59620 

Dear Corrunittee: 

March IS, 1989 

The Malta City Council supports House Bill 765, the Microbusiness 
Development Act. 

We have supported economic and community development in Malta and 
Phillips County for nearly ten years. We regularly fund 
these activities as part of the Planning Department in our City 
Government. 

Malta has established and is managing a revolving loan fund for 
these purposes, generated by income from past Community 
Development Block Grants for Housing Rehabilitation. The program 
now includes nearly fifty loans to individual homeowners, 
totalling $600,000, and is five years old. Our loan-loss rate so 
far is nil. 

We believe that the PhillCo Economic Growth Council has the 
capacity to provide the business counselling that will be 
required for the Microbusiness Development Program. 

Sincerely, 

w.:~ta 
,yJ:.'~ ~ J.;--~.v("CM.,~ 

Del r Demarais, Councilman 

G~ 
Counei man 

-



LARRY THORSON, CHAIRMAN 

Chairman, House Approprations Committee 
Helena, Mt. 59620 

Dear Chairman: 

BOX 1365 
MALTA, MT. 59538 
PHONE: 406-654-2467 

March 15, 1989 

The PhillCo Economic Growth Council strongly supports House Bill 
765, the Microbusiness Development Act. 

Our organization cites as a goal assistance to new and expanding 
business and industry. Malta has over 130 businesses, and less 
than 20 of these employ more than 10 people. Malta has had 10 
new businesses started in the last five years witb less than 
$20,000 in capital for each. These businesses now employ over 20 
people. 

We have developed the expertise locally to manage and administer 
revolving loan funds. The City of Malta, the Town of Dodson and 
the Town of Saco all have revolving funds established by 
Community Development Block Grants for housing rehabilitation. 
The loan-loss rate is very low among these programs. 

Our organization has the capacity to provide the business 
counselling required by the Act. Our membership comprises many 
successful business people who are very interested in the 
economic life of the community. Through the DOC Certified Cities 
program, we have developed the ability to assist our local 
businesses, especially start-ups. 

We urge you to support the Microbusiness Development Act. 

~~ 
q~7t. ~ - cartY Thorson, Chairman 

PhillCo Economic Growth Council 



U.S. SMALL BUSINESS ADMINISTRATION 
FEDERAL OFFICE BUILDING. ROOM 528 

301 SO~UTH PARK DRAWER 10054 
HELENA, M A 59626·0054 

~ 

'\.TIMONY FOR MICRO BUSINESS DEVELOPMENT ACT 

HOUSE BILL 765 

Friday, March 17, 1989 

C~stison. I am Assistant District Director for Business 
the Small Business Administration, where I've been employed 

Ie. s. For 13 of those years, I worked with the existing SBA il. in the area of liquidation, dealing with businesses that 
~g that time, I had an opportunity to study those businesses 
t ,nver 80% fail due to lack of management ability --
aq e, management of personnel, lack of marketing skills, lack 
~ general, just a lack of understanding of how to run a 

~ "tatistics show that 88% of businesses that fail do so 
ager's lack of ability to operate the business. The exciting 

L6-is1ation is that for the first time a small amount of 
~ ~ capital are tied to a training, counseling, and business 

r ~ ommunities in Montana have programs established already for 
.i~ng. Butte has the business incubator. Missoula, Bozeman 
university-supported and SBA-supported Small Business 

Ius active SCORE chapters. Small Business Development 
.. tab1ished in Helena, Glendive, and Kalispell. But, these 
;rdinated with a lending program, yet they need to be. 

'ided for these people after they have received counseling 
,·Vore formalized package of financing with required training 
~S ~roved to be effective nationally through the incubator 

s~istics say 80% of businesses fail in the first 5 years. 
~sses placed in an incubator environment (counseling, training, 
. ,c ) have an 80% success ratio after the first five years • 
. S ~e largely to nurturing, training, counseling, and help 
1 marketing and securing financing. 

~d~, the Bitterroot Local Devlopment Corporation has been 
'~r these circumstances for many years and has been very 

the reasons this project is more successful than some 
~ 3te is that the Board of Directors makes sure a business 

: ".nd help from not only the Board itself but other local 
~ •. 0ns. They are monitored closely to make sure they are 
t nake sure they are able to market their products and find 
.~ ~ capital when they have outgrown the help available 
~roe~t Corporation. 

r~eive daily requests for management assistance, management 
.ll-amounts of finance. Many of the businesses who come to us 
table product, but do not have the skills to get it 
.l financing, and effectively market the product after it is 

iIIIIt 



r.rHANK YOU FOR '!HE OPfORIUNITY 'IO TESI'IFY ON BEHALF OF HCXJSE BILL 765 - '!HE 

MICROBUSINESS DE.VELOFMENI' Aer. I AM JOHN CROOfDLM, SB.!. DmECroR FOR M;)NI'ANA, 

AND OOR AGENCY HAS DONE scm: SIUDIES WHIOi MAY HELP YOU <DNSIDER WHE'lliER OR NOr 

'!HIS LEGISIATION IS NEEOID. '!HE FIGURES 'lliAT I AM OOING ro SHARE wr:m YOU ARE 

NATIONAL STATISTICS, BUl' I AM a:>NFIDENr '!HAT '!HEY ARE EQUAILY RELEVANT ro 

M:m'ANA. SBA'S DATA BASE SImS FEWER 'llIAN 15,000 BUSINESSES WI'IH M:lRE '!HAN 500 

EMPLOYEES, AND FEWER '!HAN 75,000 wrIH M)RE r.IHAN 100 EMPLD¥EES. IN <XlN'ffiAST, 

'!HERE ARE APProXIMATELY 3.3 MIILION BUSINESSES wrm: F'RG1 1 'IO 19 EMPlOYEES. 

USING AN01HER SIZE CRITERIA, '!HERE ARE 8.4 MILLIOO BUSINESSES 'IHAT FILE TAX 

RElURNS ON mcnms OF LESS '!HAN $25,000 PER YEAR. 'IHESE ARE <:x:f.K)NLY I<NOON AS 

MICR> BUSINESSES. MANY OF 'lHESE ARE w..GE AND SM.ARY OORKERS WID OPERATE A 

BUSINESS liON '!HE SIDE," AND 'lHEIR NUMBER HAS GRa'JN P.HENC::M:!W..iY IN mx:::ENT 

YEARS. ~ 1979 'IO 1984 '!HE NUMBER OF INDIVIDUAlS REPORI'ING SlXl{ INCX:ME 

~ED BY 468%. I BELIEVE IT IS SAFE 'IO ASSUME '!HAT '!HIS '!REND WILL 

CONl'INUE. 

WHEN WE SPEAK OF BUSINESS IN '!HE UNlTFD STATES, WE NORMAILY IJHINK OF A 

BUSINESS WIlli EMPLDYEES, WI'IH A SPEcrFIC BUSINESS I.OCATION, USUAlLY IN AN URBAN 

CR stJBURBAN :u:x:=ATION. THE REALITY IS '!HAT THE TYPICAL BUSINESS m '!HE UNITED 

SI'ATES IS A BUSnmss wrrn ONE INDIVIOOAL w:lRKING LESS 'lHAN FUIL TIME. '!HE NEXr 

l-DST CDM:N BUSINESS IN 'mE UNITED STATES IS A SELF-El-1PIDYED INDIVIOOAL WJRKING 

FULL TIME. BUSINESSES WI'IH EMPlOYEES AClUAILY REPRESENr A MINORI'lY OF '!HE 

'IOl'AL NUMBER OF BUSINESSES. EVEN 'IHESE BUSINESSES NEFD MJNEY 'IO GEr srARrED. 



1m MOCl:I FUNDING IS NEEDED? BEr'.AUSE OF 'lHEIR SIZE, 'IHE1R START UP NEEDS ARE 

AcrUAILY SMAILER '!HAN MANY PEOPLE lUJID EXPF.X!T. s:ME 30% OF '!HEM APPEAR 'lO 

~ NO CXJl'-OF-PCX:KEl' CAPITAL INVES'IMENl'. 

AN ADDITIONAL 40-45% OF 'IHESE BUSINESS STAR!' UPS ~ INITIAL CAP~ OF 

LESS 'IHAN $5,000. camINlNG rrHESE ~ ELEMF.NrS, SBA ESTIMATES '!HAT SCME 70% OF 

'!HE ANNUAL ~ BUSINESS srARr UPS ~ LESS '!HAN $5,000.00 m 'IDI'AL 

INITIAL CAPITAL. 

AND WHERE 00 'JliEV GEl' 'lHIS M:tmY? NOr stJRHUSnG3, BANKS ARE '!liE 

PREtQ.fiNANr SOORCE OF FUNDS FOR '!HOSE WHO NEED 'lO 0ClRRCM. lmE.VER, FAMILY AND 

FRIENOO RATE UP '!HERE WI'IH UI'ILIZATIrn OF PERSONAL REroJRCES AS FUNDING 

VEHICLES. 

AND '!HAT BRINGS US 'ro HB 765. MlST LENDERS WI'IH wa:::M SBA PARI'ICIPATES ARE 

UNWILI.JNG 'ro crtlSIDER cx:MMERCIAL J..Cll\NS OF lESS '!HAN $25,000. '!HEm REASONS 

VAAY, Bt1I' M)ST 00 'lO '!liE CX>ST BmEFIT RATIO OF JnlKlNG SUCH A rnEDIT. CUR a4N 

FIGURES TEND 'lO BEAR 'lHIS cur. IJ.Sr YEAR WE APPROVED 357 lllANS FOR $48 MM, AN 

AVERAGE OF JUST UNDER $135,000 PER IJ::lAN. SMAlL WJNDER '!HAT LESS '!HAN 10% OF 

OOR UlANS FUND NEW BUSlNESSES. 

IN SUMMARY, IT IS MY OPINIrn '!HAT '!liE m:ED EXlSI'S FOR SMALL ~ 'ro FUND 

BUSINFSS STARr UPS. 'mE MA'ICHING OF MANAGEMENl' ASSISTAtiCE WI'IH FINANCIAL 

ASSISTANCE MAKES '!HIS LEGISIATIVE PROEOSAL EVEN M:lRE ATIRACI'IVE AND I UffiE YOUR 

FAVORABLE o:NSIDERATIrn. 



"Microbusiness Finance Program" 

Submitted by: Lynn Robson 
1014 South Grand 
Bozeman, Montana 59715 
(406) 587-4077 

5 years sole proprietor- book store 
1 year partnership-computer retail 
7 years JTPA program director 
Developing Director, Headwater's Entrepreneur Resources, 

Inc.-a micro-business incubator 
Convener, Women's World Banking/Montana 

Over the past several years the term "economic development" has commanded 
the lion's share of conversation in Montana. When we discuss tax structure 
education, job training, tourism, child care ••• you name it ••• somehow, those 
subjects all come around to "economic development". Raising revenue to 
provide basic services to Montana's citizens requires economic development. 
When we talk about developing our economy there are some basic tenets 
endemic to the discussion 

1. 00 not export jobs. 
2. Do not export capital. 
3. Import capital. 
4. Develop community-grown employment for stability and retention 

of capital. 
5. Extend the base of jobs and capital capture through value 

added enterprises. 

H.B. 765 addresses these tenets and many of the issues facing the 1989 
Montana Legislature. It addresses these issues through accelarating and 
developing something that is natural to Montana--smal~ community-based 
businesses. 

In 1986 Montana invited economist David Birch to study our economy. He 
pointed out that Montana's growth can be attributed to small companies. 
Firms with 20 or fewer employees created 6,200 jobs while large firms lost 
4,000 jobs. Virtually all the new jobs were created by "home-grown", local 
companies--3,700 in all--while firms whose headquarters were out of state 
cost Montana 1,500 jobs. Dr. Birch identified 256 significantly growing 
companies in Montana. He said that if we want to be more than a third 
world c01Jntry, to be competitive we should have more like 2,000 
Significantly growing companies in Montana. Our tax base would raise, the 
brain drain would cease and our dismal burden of 6.5% unemployed, 10% 
public assistance and approximately 20% poverty-waged workers would 
decrease. 

Other states and other programs have tested the solution proposed in this 
bill. Over 100 micro-business capitalization projects have been funded by 
the federal government with varying degrees of success--from 1~ to 15~ 
default. Even so, a far cry from the usual 50~ default rate of businesses 
as a whole. 

I 

i 

I 

I 

• 
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Last summer Jeff Rupp, Director of Bozeman Human Resources Development 
Corporation, Lloyd Bender Director of MSU based Survey Research Center and 
I visited Vermont to learn about their ten year old state micro-business 
capital fund. Those people very candidly shared with us the characteristics 
that have worked well in the program and those that did not. The capital 
fund was underfunded intially allowing for insignificant impact and great 
difficulty in growth management of the principal. Technical assistance has 
only existed three of the ten years eventhough the default rate is a 5% 
average over the ten years. This past year the program made 48 loans. All 
of the loans have been under $10,000 and the managers have learned to move 
their clients more quickly to main-stream lending institutions. 

There are many good and interesting models. In Montana over the past 
serveral years our communities have been developing a wide variety of 
technical assistance programs for micro-businesses from Butte~ Community 
Incubator to Browningk Co-operative Marketing Enterprise. The MSU based 
Agricultre Extention program offers state-wide business training, the 
Business Assistance Division of the Montana Department of Commerce offers 
state-wide technical assistance, as do SCORE, the Small Business Administra­
tion, the University System Program for Excellence not to mention many 
private providers. 

loans they can defend to their stockholders. This bill proposes public 
policy that is not a "safety net", but a "ladder"; it is a public/private 
partnership that will enable banks to increase their lower risk commercial 
loans and allow the public to put more people to work while building a 
stable tax base. 

This bill addresses the need immeidately while establishing a long term 
solution. I urge you to pass this excellent proposal. 



Bill (3 Pam Bryan's· . 

OFF THE BEATEN PATH 
PERSONAL ITINERARY PLANNING FOR THE NORTHERN ROCKIES 

109 EAST MAIN STREET BOZEMAN MONTANA 597 15 406.586.1311 

TESTIMONY H.B. 765 

"Microbusiness Finance Program" 

Submitted by: Bill and Pam Bryan, Principals 
Off The Beaten Path 
109 E. Main 
Bozeman, MT 59715 
(406) 586-1311 

Our business is four years old. It began operation as a travel 
planning service for people wanting to vacation in the Northern 
Rockies, with two employees and now has expanded to 6 full-time 
people. We are foreseeing an increase to 15 full-time equivalent 
in three years as our expansion plans materialize. 

We support the concept of a community based microbusiness finance 
program because when we began our business it took us a year to 
capitalize our business mainly through out of state investors. 
We assumed local banks would not have been interested due to the 
experimental nature of our business and because it is a service 
business. An in place microbusiness program would have been 
useful to us and saved us thousands of dollars in expenses 
we incurred pursuing out of state investors. As our business 
expands capital is difficult to find in spite of our progress 
toward our business goals. A microbusiness finance program could 
help us greatly speed up our rate of growth. We urge you to pass 
this bill in order to support community based enterprise. 

9/~d,., f /i;j#11 g._ 
((~R.~ 



GALLATIN DEVELOPMENT CORPORATION 
P.O. BOX 1114 

BOZEMAN, MONTANA 59771-1114 
(406) 587-3113 

March 15, 1989 

MEMO 

TO: , Francis Bardanouve 
House Appropriations Committee 

FR: Linda Wyckoff, Executive Director 

RE: House Bill #765 
Microbusiness Development Act 

The following is a 
Laurie Shadoan on behalf 
in 'Bozeman to the House 
Mar'ch 17, 1989. 

written testimonial to be presented by 
of the Gallatin Development Corporation 
Appropriations Committee at 9:00 a.m. on 

On behalf of the Gallatin Development Corporation, a local 
economic development organiza~10n with an emphasis on business 
recruitment and job creation in Montana, I would like to voice 
our support for House Bill 765. 

As an economic development corporation in Bozeman, we 
frequently receive inquiries about sources of capital for 
businesses which have fewer than 10 employees and less than 
$500,000.00 in gross revenue. The microbusiness finance program 
will enable local communities in Montana to support small 
businesses by providing such firms with needed capital in cases 
where traditional bank financing is not an option. 

The Bill represents a progressive step in economic 
development in Montana, a recognition that microbusinesses are a 
significant source of job growth in our state. This 
appropriation is particularly appealing in that the funds will be 
available for reinvestment, again and again, at the community 
level. 

We are pleased to support HB 765 and ask that the Committee 
give it serious consideration. 

LW/jb 

CC: John Vincent 
Dorothy Bradley 



CIP - Creativity Innovation Productivity - has mai ling 

list clf 128. CIP is a local chapter to unite innclvatclt"s, 

inventors, copyrighters, artists and those who desire to be 

creative for the purposes of developing creativity, creating 

new and better products and services, as wei I as marketing 

such products and services. AI I need financing in one degree 

or another to get their products to market and enhance the 

economic development of Montana, their communities and 

Montana Made Products. 

We have cln fi Ie in the RC::~D (Iffice, 152 projects that 

have requested funding assistance - to start a business - to 

expand a business - to sustain a business. This funding is 

necessary to promote their Montana Made Products, to 

increase opportunities of youth, create and maintain jobs, 

community development, expand value added products, enhance 

opportunities for smal I businesses in the timber related 

i ndustt"y. 

Most of our requests come from the smal I business 

sector seeking funding and financing. These smal I 

businesses at the present time are I imited in funding 

resources in the state of Montana. Since 90% of the jobs 

are created within the realm of smal I businesses, it would 

benefit the economy of the state of Montana to provide a 



program which wi I I benefit this area of economic 

development. 

The majority of new jobs wi I I be created through new 

businesses and expansion of existing business and industry. 

Local businesses are important because of their payrol I, tax 

base and support of community activities. 

It is therefore of the utmost importance and urgency 

that we development a financial capital source for smal I and 

rural enterprises. 



TESTIMONY OF 
Colleen Allison, Mayor of the City of Columbia Falls 

Director on the Board of Flathead Economic Development Corp. 
Director on the Board of North Valley Remanufacturing Network 

Director on the Columbia Falls Economic Development Board 

BEFORE THE HOUSE APPROPRIATIONS COMMITTEE 
ON 

HB 765 

"MICROBUSINESS DEVELOPl'lENT CORPORATION GRANT PROGRAM" 

'. 

'I 

Mr. Chairman, members of the Committee, for the record my name is i 
Colleen Allison, Mayor of the City of Columbia Falls. 

During my seven years a Mayor there is an ever growing need to j 
assist the business sector in starting new business's and 
retaining the business community we have. 

One of the areas is the need for smaller amount~ of capital j 
infusion. This is not normally available to the majority of 
these people. Nor, do we find is assistance in manangement 
set-up. Ii 

I urge the passing of HB765'AS PRESENTED. 
need is consistent across our state. 

I am sure that the .. 

I 

, ill 

,. 

II 

I 



TESTIMONY OF 
Carol Daly, Executive Director 

Flathead EconoMic DevelopMent Corporation 

BEFORE THE 
House Appropriations COMMittee 

ON 
HB 765 

Mr. ChairMan, MeMbers of the COMMittee, for the record, My naMe 
is Carol Daly. I aM executive director of the Flathead EconoMic 
DevelopMent Corporation, a private, non-profit organization 
dedicated to the proMotion of business creation, expansion, and 
relocation t~ the Flathead Valley. 

Since SepteMber I have counseled scores of individual 
entrepreneurs who are highly Motivated and, frequently, very 
innovative, regarding their financial and technical assistance 
needs. Many of these people wish to begin sMall businesses 
utilizing their skills and knowledge to serve either local or 
national Markets with a variety of services and/or products. 

For MOSt, this will be their first independent business venture. 
What stands between these entrepreneurs and realization of their 
aMbitions is a lack of previous business ManageMent experienCE. 
and the availability -- . or lack thereof -- of SMall aMounts of 
start-up or expansion capital. The purpose of HB 765 is to fill 
these two gaps, to couple the provision of on-going technical 
assistance with the access to new business capital. These gaps 
presently exist not because of the unwillingness of local 
financial institutions or econoMic developMent organizations to 
fill theM, but because of the high cost of issuing SMall loans 
through conventional COMMercial lending institutions, and the 
lack of a tie between the lending and technical assistance 
pre.cesses. 

The need for this prograM -- and 
elsewhere in the country -- will 
today. The Flathead EconOMic 
lends its voice in support HB 765 

the success of others like it 
be echoed by others testifying 
DevelopMent Corporation SiMply 
as preser.t ed • 

• • ~ , .' '. w ... , •• 

':. J"' • - . , 

.. :~~~ 



MEMO 

March 15, 1989 

TO: Chairman and Members, House Appropriations Committee 

FR: Mike Letson, Director 
Department of Commerce 

RE: Proposed Amendments to HB 765 

After consultation with the Governor's Office, the Department 
of Revenue and the Office of Budget and Program Planning, the 
Department of Commerce has concluded that we can support House 
Bill 765, if it is adopted with the attached amendments to the 
introduced bill. 

The proposed amendments: (1) restructure the m;crobusiness 
finance program as a pilot project, limited to a maximum of three 
project operators, funded to a maximum of $250,000 each, and 
having a sunset provision at four years from the effective date 
of the bill; (2) require revolving loan fund operators to set 
aside loan loss reserves of at least 1.5% per year of outstanding 
microbusiness loan balances; (3) raise the cap on individual 
microbusiness loans from $20,000 to $25,000, and raise the cap 
on development loans to the revolving loan fund operators from 
$200,000 to $250,000. 

By starting the microbusiness finance program as a pilot project, 
we can take a prudent and circumspect approach to a program which 
draws on, and may expose to risk, trust funds that have been 
set aside for the benefit of future generations of Montanans. 
Limiting initial operations to three projects allows us to test 
the program design in different settings (both rural and urban), 
rather than committing much larger amounts of funds, on a broad 
scale, to an untested program. Requiring loan loss reserves 
provides further protection against loss of principle. 

Raising the cap on microbusiness loans to $25,000 widens the 
market and the scope of projects which the program can address, 
and sets a more realistic "break point" below which commercial 
loans from existing institutions become rare or unlikely. The 
increase in the cap on development loans to revolving loan fund 
operators corresponds to the increase in the maximum size of 
individual loans, and enables more diversification and greater 
security for revolving loan fund portfolios. I 

III 



1. Page 2, line 23 
Strike: "$20,000" 
Insert: "$25,000" 

2. Page 3, line 1 
Strike: "$20,000" 
Insert: "$25,000" 

3. Page 3, line 4 
Strike: "$20,000" 
Insert: "$25,000" 

4. Page 11, line 20 
Strike: "$20,000" 
Insert: "$25,000" 

5. Page 11, line 22 
Strike: "$20,000" 
Insert: "$25,000" 

6. Page 12, line 2 
Strike: "$20,000" 
Insert: "$25,000" 

7. Page 12, line 4 
Strike: "$20,000" 
Insert: "$25,000" 

8. Page 6, line 20 
Following: "loans." 

PROPOSED AMENDMENTS 
House Bill 765 

Strike: subsection (2) in its entirety. 

March 17, 1989 
Page 1 of .... 2_ 

Insert: "(2) It is the purpose of [this act] to test the design 
and feasibility of a program to encourage and assist in the 
creation, development and finance of businesses with fewer than 
10 full time equivalent employees and gross revenues of less than 
$500,000 a year. The microbusiness finance program created in 
[Section 4] is intended as a pilot project, restricted to a 
maximum of three project operators, funded to a maximum of 
$250,000 each, for a period of four years from the effective 
date of [this act], after which period repayment of funds made 
available under this program shall commence. 

(3) It is intended that the process of certification of 
microbusiness development corporations and selection among 
competing proposals for development loans shall be an open and 
competitive process, allowing access to the competition to all 
interested communities and organizatio~s and selecting for award 
of development loans those projects which are best qualified 
according to the criteria established under [Sections 4 through 
6] . 



9. Page 9, line 17 
Following: "loans. 1I 
Strike: II." 

PROPOSED AMENDMENTS 
House Bill 765 

March 17, 1989 
Page 2 of :as- -z-

Insert: II; (8) requiring the establishment and maintenance of 
loan loss reserve funds by certified microbusiness development 
corporations and specifying the rate, as a percentage of 
principle lent in microbusiness loans, at which interest income 
must be set aside for loan loss reserves. However, the loan loss 
reserve rate may not be less than 1.5% a year." 

10. Page 9, line 25. 
Strike: 11$200,000" 
Insert: "$250,000" 

11. Page 10, 1 ine 1 
Following: "corporation.1I 
Strike: remainder of line 1 through "$350,000 11 on line 4. 

12. Page 18, line 23. 
Insert: "NEW SECTION. Section 13. Sunset Provision -- audit and 
evaluation of the microbusiness finance program -- repayment of 
development loans -- reversion of program funds to general fund. 

(1) An audit, an analysis of costs and benefits and an 
evaluation of the microbusiness finance program will be conducted 
by the Office of the Legislative Auditor, beginning October 1, 
1992, and the findings of this audit, analysis and evaluation 
must be reported to the Legislature no later than January 15, 
1993. 

(2) No development loans shall be made after June 30, 1992. 
(3) All interest-only development loans made by the 

Department shall have terms ending no later than June 30, 1993. 
(4) Amortization schedules for repayment of all development 

loan funds to the development loan account shall be negotiated 
and shall be in effect no later than June 30, 1993. 

(5) All funds in the development loan account on July 1, 
1993, and all funds deposited in that account after July 1, 1993, 
shall revert to the general fund. 

(6) The microbusiness finance program shall continue in 
existence until June 30, 1996, for the purpose of winding up its 
affairs and collecting repayments of development loan funds. 

(7) on July 1, 1996, or when all development loan funds 
have been collected or recognized as loan losses, whichever date 
is earlier, all funds in the microbusiness finance program 
administrative account shall revert to the general fund. 

13. Page 18, line 24. 
Renumber: Section 11. 

" i 

I 



~ 
Amendments to House Bill No. 765 E.y..H\6\T.~ 

First Reading Copy D~~ 
For the Committee on House Appropriatio~~ 

1. Page 2, line 12. 
Strike: "$20,000" 
Insert: "$25,000" 

2. Page 2, line 23. 
Strike: "$20,000" 
Insert: "$25,000" 

3. Page 3, line 1. 
Strike: "$20,000" 
Insert: "$25,000" 

4. Page 3, line 4. 
Strike: "$20,000" 
Insert: "$25,000" 

5. Page 6, line 20. 
Following: "loans." 

Prepared by LFA 
March 20, 1989 

Strike: subsection (2) in its entirety. 
Insert: "(2) It is the purpose of [this act] to test the design 

and feasibility of a program to encourage and assist in the 
creation, development and finance of businesses with fewer 
than 10 full time equivalent employees and gross revenues of 
less than $500,000 a year. The microbusiness finance 
program created in [Section 41 is intended as a pilot 
project, restricted to a maximum of six project operators, 
funded to a maximum of $250,000 each, for a period of four 
years from the effective date of [this act1, after which 
period repayment of funds made available under this program 
shall commence. 

(3) It is intended that the process of 
certification of microbusiness development corporations 
and selection among competing proposals for development 
loans shall be an open and competitive process, 
allowing access to the competition to all interested 
communities and organizations and selecting for award 
of development loans those projects which are best 
qualified according to the criteria established under 
[Sections 4 through 6)." 

6. Page 9, line 25. 
Strike: "$200,000" 
Insert: "$250,000" 

1 hb076501.ape 



7. Page 10, line 1. 
Following: "corporation." 
Strike: remainder of line 1 through "$350,000" on line 4. 

8. Page 11, line 20. 
Strike: "$20,000" 
Insert: "$25,000" 

9. Page 11, line 22. 
Strike: "$20,000" 
Insert: "$25,000" 

10. Page 12, line 2. 
Strike: "$20,000" 
Insert: "$25,000" 

11. Page 12, line 4. 
Strike: "$20,000" 
Insert: "$25,000" 

12. Page 18, line 10. 
Strike: "$2,200,000" 
Insert: "$1,500,000" 

13. Page 18, following line 23. 
Insert: "NEW SECTION. Section 11. Sunset Provision -- audit and 

evaluation of the microbusiness finance program -- repayment 
of development loans -- reversion of program funds to 
general fund. 

(1) An audit, an anlysis of costs and benefits and 
an evaluation of the microbusiness finance program will 
be conducted by the Office of the Legislative Auditor, 
beginning October 1, 1992, and the findings of this 
audit, analysis and evaluation must be reported to the 
Legislature no later than January 15, 1993. 

(2) No development loans shall be made after June 
30, 1992. 

(3) All interest-only development loans made by 
the Department shall have terms ending no later than 
June 30, 1993. 

(4) Amortization schedules for repayment of all 
development loan funds to the development loan account 
shall be negotiated and shall be in effect no later 
than June 30, 1993. 

(5) All funds in the development loan account on 
July 1, 1993, and all funds deposited in that account 
after July 1, 1993, shall revert to the general fund. 

(6) The microbusiness finance program shall 
continue in existence until June 30, 1996, for the 
purpose of winding up its affairs and c~llecting 
repayments of development loan funds. 

2 hb076501.ape 



(7) on July 1, 1996, or when all development loan 
funds have been collected or recognized as loan losses, 
whichever date is earlier, all funds in the 
microbusiness finance program administrative account 
shall revert to the general fund." 

Renumber subsequent sections. 

3 hb076501.ape 



House Bill 763 
IN-HOME SERVICES 

In-home Services ••••••••••••••••••••••••••••••••• $250,000 a year 

The Aging Services Bureau contracts with Montana's 11 Area 
Agencies on Aging to develop services for the elderly that 
maximize independence and help them remain in their own homes -­
services such as home delivered meals, homemaker and home chore 
services, personal care, skilled nursing, home health aides, 
medically related transportation, respite care, physical therapy 
and health screening. 

A 1985 study prepared for the u.s. Congress indicates that, 
nationally, 20 percent of people over age 65 are at risk. In FY 
88, the Area Agencies on Aging provided in-home services to 7,093 
older Montanans. However, if 20 percent of the approximately 
120,000 older Montanans are at risk, there are some 24,000 who 
could potentially need in-home services. In 1987, six of the 11 
Area Agencies estimated that 25 percent of their in-home clients 
were at risk without access to the in-home services program. 
Given the cost of institutionalization, the provision of in-home 
services makes good economic sense. 

A number of factors will make in-home services even more 
vital in the years ahead. More elderly citizens and dramatic 
increases in health care costs will increase the demand for in­
home services. Trends toward earlier hospital discharges and 
families and friends living further apart will further increase 
the need for home care. Montana's rural nature makes it more 
difficult to provide services in our smaller communities, 
especially given the reduction in county home-attendant staff 
made by the 1985 Special Legislative Session. 

To receive state funded in-home services, older Montanans 
must qualify for one or more of the following: advanced age (75 
or older), living alone, without transportation, moderate to low 
income, and one or more chronic diseases that limit the 
performance of daily activities. 



MONTANA 

/1 5th LEGACY LEGISLATURE 

March 17, 1989 

TO: House Appropriations Committee 

FROM: Fred Patten, President 5th Legacy Legislature ,. 

RE: HB No. 763 "AN ACT TO APPROPRIATE FUNDS TO 
PROVIDE ADDITIONAL IN-HOME SERVICES FOR THE AGING." 

In-home services were initiated in 1980 and have been 
provided each year since in only a few areas of Montana. In 
1986 the state expended approximately $282,568 to serve 850 
seniors needing in-home services. Many more seniors are in 
need of these services to be able to remain independent and 
in their own homes. Additional funding for these services is 
vitally needed. 

In-home services help keep people independent and able to 
remain in their own homes longer -- a preferable alternative 
to nursing home care. Inclusion of $500,000 in additional 
funding in the 1989 budget would provide in-horne services 
for more seniors in more areas of Montana. 

We urge your support of House Bill 763. 

(See attachments.) 

• 



IN-HOME SERVICES VS NURSING HOME CARE 
Conservatively estimated, an investment of $250,000 in in­
home services could prevent the higher cost of $12,536,548 • 

. . 
COST OF NURSING HOME CARE IN MONTANA: (Based upon information from 
the Department of SRS-Medicaid Bureau) 

The average expenditure for a days stay in a long-term care 
facility (nursing horne) for the Medicaid Program is estimated to 
be $27.95 per day or $10,200 per year. The average total cost 
(State Medicaid, Social Security, personal resources) is 
estimated to be $50 or $18,250 per year. 

IN-HOME SERVICES POPULATION SERVED: 

The ~at risk" elderly population, have one or-more of these 
characteristics: 

Advanced age (75 and older). 
Living alone. 
Lacking transportation. 
Moderate to low income. 
One or more chronic diseases that cause some limitation in 
the performance of daily living. 

In 1986 the Aging Services Network surveyed the various 
contractors to estimate the number of clients are at risk of 
early institutionalization without access to in-home services. 
This survey and national surveys conducted on the risk of 
institutionalization estimated that between 20 to 25% of the 65 
plus ·population were at. risk. A conservative estimate is that 
24,000 of Montana's 120,000 elderly population are at risk of 
early i"nstitutiona1ization. 

COST COMPARISONS BETWEEN IN-HOME SERVICES AND NURSING HOME CARE: 

Based upon current data on the provision of in-home 
services, the average cost per client is $364. More than 7,000 
senior citizens are now being served. Of these 7,000 seniors, we 
estimate that over one third receive two or more services in 
their home. 'l'his is consl stent with national trends "Thich 
indicate that the aging population being served in their hemes is 
older and sicker than in previous years, and in need of a greater 
mix of services to maintain their independence. 

An additional investment in in-home services of $250,000 
can serve approximately 687 senior citizens at the FY88 rate of 
$364 per client. If these same seniors were to require nursing 
home care, the cost to the state Medicaid Program would be at 
least $7,007,400, based upon the average expenditure of $10,200 
per year. The cost to the senior citizen, family, and Social 
Security could be an additional $22.05 per day or an additional 
$5,529,148 per year. 

Conservatively estimated, an investment of $250,000 could 
prevent the higher cost of $12,536,548. 
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IN-HOME SERVICES 
MONTANA'S AGING SERVICES NETWORK 

1987 AND 1988 

FY87 FY88 

SERVICE UNITS CLIENTS 
UNIT 
COST 

UNIT 
UNITS CLIENTS COST 

HOME CHORE 16,487 
HOME DEL. MEALS 332,336 
HOME HEALTH AIDE 11,449 
HOMEMAKER 77,912 
HEALTH SCREENING 22,165-
MED TRANSPORT 5,973 
PERSONAL CARE 14,201 
PHYSICAL THERAPY 216 
RESPITE CARE 3,245 
SKILL NURSING 2,486 
TELE. REASSURANCE 3,924 

TOTAL UNITS 540,394 
AVER. COST/UNIT $4.40 
TOTAL CLIENTS 6,039 
AVER. COST/CLIENT $394 

EXPENDITURES 

'rOTAL FUNDS $2,378,870 

FEDERAL 1,141,858 
STATE 356,830 
LOCAL 499,5p3 
CLIENT CONT. 389,619 

652 
6,039 

552 
2,784 

- 4,096 
4,532 
1,004 

90 
47 

907 
47 

(48 %) 
(15%) 
(21 %) 
(16%) 

7.35 
3.38 

11.77 
7.34 
1.61 
2.40 

10.79 
20.83 
3.04 

15.88 
4.40 

7,024 
501,492 

8,391 
93,268 
17,232 

1,553 
12,543 

97 
3,079 
1,538 

17,150 

663,367 
$3.89 
7,09B 

$364 

$2,590,065 

1,217,330 
362,609 
569,-814 
440,312 

566 
7,098 

319 
3,293 
4,132 

450 
1,103 

48 
59 

217 
233 

(47 %) 
(14%) 
(22 %) 
(17%) 

6. :1.8 
2.83 
9.52 
7.99 
5.07 
6.49 
8.86 

46.39 
2.78 

36.29 
.65 

PROJECTIONS OF ADDITIONAL FUNDING (BASED UPON AVERAGE COST IN 
FY88) 
ADDITIONAL $50,000/YEAR 

137 CLIENTS (SENIOR CITIZENS) 
12~853 UNITS OF SERVICE 

OR 
17,668 Ho~m DELIVERED MEALS 

OR _ 
6,250 UNITS OF HOMEM&~ER SERVICES 

ADDITIO~ -$ 250;T5bo/YEAR 
685 CLIENTS (SENIOR CITIZENS) 

64,265 UNITS OF SERVICE 
OR 

88,340 HOME DELIVERED MEALS 



nior- Heipfng Handi7j iogram" ---- -.-- -- - .-- .-.-------- .----. 
orth 35th Street 

Billings, Montana 59101 
(406) 259-3111 

March 15,1989 

"BE IT EVER SO HUMBLE, THERE'S NO PLACE LIKE HOME" 

The decision to live independently in your own home for the duration 
of life is not always a choice given to us. We do recognize, of 
course, that there are some physical or mental conditions that are 
to serve for it to be safe living at home without constant care. 
However the percentage of the elderly who fall in this category is 
small, qnly 2% to 4%. The remaining 96 to 98% of our elderly pop­
ulation is capable of living at home, some wi~h intermittent care, 
others without assistance of any kind. The goal of the State In 
Home Services is to assist in preserving the independence and dig­
nity to the frail elderly that need a small amount of help. 

In the AREA II AGENCY on aging we served in 1987-1988 1070 different 
Aeniors with 24,920 hours of service for homemaking, house chores 
personal care, respite care, and skilled nursing plus 3102 persons 
with 10,166 Health Screening, and so far in 1988-89 have served 518 
different Seniors with 7,928 hours of service with 3,541 elder re­
ceiving 4,885 HOURS OF HEALTH SCREENING and 3,642 receiving outreach 
for 16,661 hours of service. 

I would like at this time to read V~u a letter from a 
tells you what in home services mein to our elderly. 

client tr.at 

I 

We do not duplicate Medicaid Waver in our area,as the elderly being 
served are those that are noteligible for Medicaid Waver acd cannot J 
afford private pay. • 

There is nothing more heart breaking than to tell a 90 year old person] 
that you have to put them on a waiting list because most of them do no~ 
ask for help unless and until it is necessary. 

This program not only benefits the frail elderly, but benefits the 
Taxpayers in that a person with 2 to 3 hours of help at home costs 
on the average of $16 to ~24 per day, one time a week, while without 
this help they would be in a Nursing Home or other facility which 
could cost $55 up to $75 a day. The elserly who own their homes 
remain on tax roles, also many of these folks, because of health 
reasons need this help still have much in the way of knowledge and 
skills that they can share with younger persons. 

I 

We have been able to help many Seriors to live in dignity and inde-
pendence for eight (8) to ten (10) years. i 
I wou~d sincerely ask you on behalf of the wonderful Senior Citizens 
in the State of Montana who built our wonderful State to help them 1 
maintain this dignity and independence that they all treasurer. i 

• 



I 
I 
! 
j 

• 

3-11-'88 

J don't know how to thank you to~ 
all the wonde~tul help you have given -
and a~e giving to me now. 

My hu~band pa~~ed away Dec. 17. '87. 
The~e wa~ a time he wa~ ~o ve~y ill and J 
couldn't get him in a nu~~ing hom a~ the D~. 
had advi~ed.a~ the~e we~e no bed~ available 
at that time. J had had ~eve~al ve~y ditticult 
$u~ge~ie~ and wa~ not ve~y well my~elt. but 
J had to take ca~e ot him at home. J'm ~u~e 
J co~~d not have done it without you~ "help­
ing hand~". J tinally wa~ able to get him 
in a nu~~in~ home. 

Due to all ot ou~ illne~~'~ ou~ money 
iu~t ~ee.med to melt away. J wa~ able to pay 
my way at that time howeve~. 

Now J tind that ~ince he pa~~ed away 
J have b~en ve~y ill the pa~t tew month~ 
and needed help and couldn't atto~d it. 
J called you - and you and you~ "helping 
hand~" we~e the~e to~ me. A~~o J'm ~u~e to~ 
many othe~~ in my ~ituation. What a Ble~~ing! 
J have not been able to do much hou~ewo~k 
and the dea~ lady you ~ent me i~ ~o wonde~tul, 
~o chee~tul and i~ 9iving~me the help J 
de~pe~ately need with the hou~ewo~k! At thi~ 
~time J can only thank you t~om the bottom 
ot my hea~t and ~od Ble~~ You All! 

My ~~atetul Thank~, 

~y---J]~ 

• 

/ 
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Dear NIs. Crow: 
I would like to thank the Senior Helping Hand Organiz2tion 
for the Homemaker's Service. 
I am a 64 year old disabled, single vmman, with a pulmonary 
disease ... :hich greatly limits my activities. I am no longer 

able to do some of the household chores that must be done. 
I appreciate very much, the services of a very nice young 

v,'OY1J.an \"ho CO'TIes into my apartment and does these chores for :"'le. 

I am on 8 fixed income and would not be fin~nci~lly [ble to 
hire regular household help at the ~ini~u~ ~ege. 
I r_·'~, :::.bl_p to c~·Y'e -"or "'·"sol.!'" "0 "'1'1~ ~ se""~T;ce e .... ~bl PC::: "'"it:> T(, .. , ... __ __ C.l_ J. .. j"" _ ..... ..i, ,) 'wr J..... .:.. ~.J.. .... .=:;. _ ...... 0.-. _ ..... 

live in ~y oln hOMe ~nd enjoy the in~ependence ~E all d85ir~. 
~h~nk you all, again. Your help is a great blessing to me. 

Sil':cerely, 

Vona :.eish2_::~r 
~ !)e:;.r' -:'aVJ 
1)01 In~ustri~l Ave. 
Billings, Xontana 

5910J 
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AREA; AGENCY ON 'AGING" 

,. ":'MbNTA'NA .;.':;.tREA II 

20.~ 1 Hr:WITT DRIVE 

BtLLINGS, MONTANA 59102 

f>IIONF ("'06' 656·67,.,6 

March 15, 1989 

IN HOME SERVICE 

The ~l~ven (ll)Countie~w~ serve are: BigHorn, Golden Valley, Carbon, 
Wheatland, Yellowstone~ S~eetgrass, Stillwater, Fergus, Judith Basin, 
Petroleum, Musselshell. 

The age group we serve are from sixty (60) years to the largest group, 
the frail eighty (BO) and ninety (90) year aIds. 

Most people we serve are low income women living alone and generally 
few or no relatives. 

People we serve are low-income and have many medical problems, are in 
need of home s~rvice to keep them there. 

T~enty five {25) perc~nt of 'the budget comes from voluntary donations. 

It is a proven fact that in-home service has kept many elderly at home, 
out of nursing homes and out of non-licensed facilities, in the long 
run saving. Medicaid funds. 

People are happi~~t in their own environment. 

Demands on in home service are not being met as far as funding goes, 
we hav~~waiting list for the frail elderly. 

. i 

The in-home program is one of the best investments of Public funds 
because it ~llows the Elderly Person who doesn't need twenty four hr care 
to stay in their own home, saves taxpayers dollars, as in home service 
averages $8.00' per two (2) hour visit, compared to $55.00 per day for 
those who are in an institution. It allows the home owner to remain 
~n the tax roll, the most important reason, it allows them to preserve 
their INDEPENDENCE and DIGNITY. 

S. J. STAN RO~ERS 
AREA 11 ADVOCATE FOR 
SENIOR CITIZENS • 
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TO: 

FROM: 

RE: 

CHAIRMAN 
Mrs. Molly L. Munro 
4022 6th Avenue South 
Great Falls. MT 59405 
(406) 727-5604 

1988-1989 
MONTANA STATE LEGISLATIVE COMMIITEE 

March 17, 1989 

The House Appropriations Committee 

SECRETARY 
Mr. John C. Bower 
1405 West Story Street 
Bozeman. MT 59715 
(406) 587-7535 

Le Dean Lewis, American Association of Retired Persons 

House Bill No. 763 
Additional In-Home Services For The Aging 

Roughly two-thirds of our older persons require long-term care 
assistance. The need for assistance with personal care and basic activi­
ties of daily living increases dramatically with age. Our nation's health 
care needs have changed, it is now as important to insure against the risk 
of chronic illness as that of acute illness. In-home services must be made 
available when the need for personal care and assistance in daily living 
activities, are needed. 

As individuals age, they require a ran~e of personal, social and 
supportive services. Such services make it possible for them to remain 
a vital part of their communities. Providing in-home services help people 
live independently and maintain self-sufficiency and often prevent premature 
or unnecessary institutionalization, especially those in rural areas. 

The population aged 75 and over is projected to grow by 51% 
from 1980 to 2005. While individuals in this group are clearly at risk 
of becoming institutionalized, they can live independently in their own 
communities when provided with appropriate services. 

The really important point to keep in mind, is what this bill 
will do for our senior population. Montana in many ways is stil1 "the old 
west". You have to have had, a stout and hardy character to survive the 
ever-changing seasons and when we reach this final season of life and need 
help, a dollar amount cannot be put on the emotional and physical needs 
of our seniors. . 

Let's in fact, work harder and find more ways to step out in 
Montana and be a leader in long-term care for our aging population. 

The American Association of Retired Persons strongly urges 
your passage of HB-763. 

American Association of Retired Persons 1909 K Street, N.W., Washington, D.C. 20049 (202) 872-4700 

Louise D. Crooks President Horace B. Deets ExeClllh'e DirC'ctor 



HOUSE BILL 763 

IN HOME SERVICES FOR THE ELDERLY 

THE ADVISORY AND EXECUTIVE BOARDS OF THE AREA V AGENCY ON 

AGING - ANACONDA SUPPORT HOUSE BILL 763. 

THIS APPROPRIATION WILL ALLOW THIS AGENCY TO RENDER SERVICE 

TO AN ADDITIONAL 110 FRAIL, AT RISK ELDERLY WHO COULD BE 

INSTITUTIONALIZED WITHOUT IN-HOME SUPPORT. 

WE ARE IN FAVOR OF AND URGE YOU TO SUPPORT HB 763. 
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AMENDMENTS TO HOUSE BILL NO. 433 

1. Page 1, Line 16 
Following: "of" 
Strike: "15" 
Insert: "9" 

2. Page I,Li.ne 18 
Following: "(a)" 
Strike: "two" 
Insert: "one" 

3. Page 1, Line 20 
Following: "(b)" 
Strike: "two" 
Insert: "one" 

4. Page 1, Line 22 
Following: "(c)" 
Strike: "two" 
Insert: "one" 

5 Page 1, Line 24 
Following: "(d)" 
Strike: "two" 
Insert: P.o.ne" 

6. Page 2, Line 1 
Following: "(e)" 
Strike: '~three" 
Insert: "two" 

7. Page 2, Line 3 
Following: "(f)" 
Strike: "three" 
Insert: "two" 

8. Page 2, Line 7 
Following: "than" 
Strike: "two" 
Insert: "one" 

9. Page 2, Line 22 
Following: "least" 
Strike: "quarterly" 
Insert: "four times in the course of the study" 

10. Page 3, Line 23 
Following: "least" 
Strike: ~'e1.ght 
Insert: "five" 



11. Page 4, Line 7 
Following: "appropriated" 
Strike: "$8,000 to the Nontana Historical Society for the biennium 

ending June 30, 1991, for use by the conunission." 
Insert: "$9,019 to the Montana Historical Society from the Accomodations 

Tax allocated to the Montana Historical Society (MeA 15-65-121) 
for the biennium ending June 30, 1991, for the use of the 
conunission." 
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BILL NO. t/-~? NU~BE~ ~ 
--~~------ --~---~------

AYE NAY 

;0 

Represelltat iJTfi Ba rdaoo)]ve 



.( 

( 

, 
\ 

ROLL CALL VOTE 

_____ ,I;I,H.\,.IO.u.T1w.SE.z::.-I:I.Ap~P~RIl.IO..LJPt::.lRts..T1..tA~T&.:-Tu.O.u;t\~lS~ ______ CO'UUTTEE 

DATE 3/17 /((5'1 

NAME 

TALLY 

Secreary 

MOTION: 

Form CS-31 
Rev. 1985 

BILL NO. '5 e 3oCC> NU~BER __ ~3 ________ _ 

AYE NAY 

t--"'" 

V 
~ 

L--. 

J./" 

~ 

RepresetltatilT~ BarqaDQ]]Ve 



ROLL CALL VOTE 

_____ ..... H.O'-' ..... JJ .... S .. E_Ap~P~R""O ..... P .... R"""T ...... 2\~T.&...TI.I.O,.l,l~~~S _______ CO'1nITTEE 

NAME 

TALLY 

Secre ary 

MOTION: 

Form CS-31 
Rev. 1985 

BILL NO. __ 1_1_~ ____ NU~BER ----jL---

. AYE NAY 

Represe:r:ltatiuji BardanQllye 

7/~ 



. ( 

ROLL CALL VOTE 

_____ uH, ..... QI.I"I.Iw.SE~A~P~p!;.lR~O..uP:::..lR .. TuA~TI,;..ITu.O,l.l.:NIIo:S~ ______ CO'1UITTEE 

DATE 3 II 7/Bf • 
BILL NO • --::7~Z--____ ~ _________ NU~BE~ --------:r~_ 

NAME . AYE 

TALLY 

Sylvia Kjnser BepreseI.ltatill~ Bardanouve 
Secre ary Cha1rman 

MOTION: 

Form CS-31 
Rev. 1985 

J!kaL~ 

NAY 



ROLL CALL VOTE 

_____ ,g,Hum.u.lw.sE~At:A.Pa::..Pa::..RwO .... Pt:JRts..T.&..IA~T/,,;.Tu.O,.Lj,~)l.i:aS~ ______ CO'1UITTEE 

DATE 3/t1/'bl 

NAME 

TALLY 

Secre ary 

MOTION: 

Form CS-31 
Rev. 1985 

BILL NO. __ .... 2..;::S:-.cJJ...-__ NUMBER ____ --=-_ 

AYE NAY 

Represelltatiuii BardaDO]]Ve 



-C 

( 

1 
ROLL CALL VOTE 

p; ~:eEgOEgI~!I!IOUS CO'~lITTEE 

DATE BILL NO. 277 NUMBER 1 
( 

NAME AYE NAY 

V 

l--' 

V 
V--
y---

,:...--

...,/' 

I/" 
~ 

~ 

TALLY 

Secre ary 
gepresentatilTfjI BarOaDoUVe 

MOTION: 

Form CS-31 
Rev. 1985 



ROLL CALL VOTE 

_____ ...,I;HI,.I..O..u.,II,I..;;S:u:;E:.....J;Au:P:...tP:...tRu,0.uP:...tR:L,jTuA~TL,;..jTL.l.O..u;J\IM:JS~ _______ CO'1UITTEE 

NAME 

TALLY 

Secre ary 

MOTION: 

Form CS-31 
Rev. 1985 

BILL NO. ____________ NUMBE~ 

. AYE 

RepreseIltatiujiiI BardaoQllve 

NAY 



q 
.( 

\ 

( 

ROLL CALL VOTE 

_____ .c.H.uO.u.Ili:l.SE.tI.-Aap~P~R~O..IJP~R~TuA:L.:.TL:..Tu.O.ul\\j.;;~S:i.-. __ ~~::::"-__ CO'1f1ITTEE 

DATE .3/171tefi 5' # BILL NO. 1? 
NAME 

TALLY 

Sylvia 

MOTION: 

Form CS-31 
Rev. 1985 

NUMBER ________ ~q_ 

. AYE NAY 



II ROLL CALL VOTE 

____ --'H.\o..u.r.w:IS;u:E~Au::P;,.t:p~R.uQ~PAR..L.T&a;AT.&;..T.uQ..I.Iti;!.l.OlS~______ CO~1fUTTEE 

DATE 3//1/ f!:Jf 

NAME 

TALLY 

Secre ary 

MOTION: 

Form CS-31 
Rev. 1985 

BILL NO. 57- ; NU~BER /'D 
--~~-~--- ------~-~ 

AYE NAY 

v 

Represelltati17ji BardaDQUve 
Cha1rman 



( 

( 

, 
\ 

ROLL CALL VOTE 

_____ H .... O ..... I ..... IS .... E ......... A::a.IP ... P ... R ..... O .... P;...!R ... Tu;A~T ..... T .... O .... l>l .... Sa...-______ CO''tUITTEE 

DATE -=.:l.l-J111..-L7/~8"'-J1L...--.. __ 

NAME 

TALLY 

MOTION: 

Form CS-31 
Rev. 1985 

BILL NO. _~,,"---cf,_o ____ NUMBER ------.J/J.....I.l-

AYE NAY 

RepreseJJtati17ji BardaDO]]Ve 

--
I~/ , 




