House Bill 798
In The House
Februvuary 17, 1981 Introduced and referred
to Committee on Business

and Industry.

February 21, 1981 Committee recommend bill
do pass as amended.

February 23, 1981 Bill printed and placed
on members' desks.

February 24, 1981 Second reading do pass.

February 25, 1981 On motion rules suspended

and bill placed on third
reading this day.

Third reading passed.

In The Senate

March 3, 1981 Introduced and referred
to Committee on Taxation.
March 16, 1981 Fiscal note requested.
March 19, 1981 Fiscal note reutrned.
April 7, 1981 Committee recommend bill

concurred as amended.
April 10, 1981 Motion pass consideration.

Fiscal note amended.

2April 11, 1981 Second reading pass
consideration.

April 13, 1981 Second reading concurred as
amended.

April 14, 1981 Third reading not concurred.

In The House

April 15, 1981 Returned from Senate
not concurred.
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ﬁk){,{ Sg', BILL NO. _Z?X’_

THE ISSUANCE OF BONDS
TO FINANC ROJECTS; DESIGNATING TYPES OF PROJECTS TO BE
FUNDED; CREATING ACCOUNTS NECESSARY FOR CARRYING OUT THE

PROGRAM; AND PROVIDING RULEMAKING AUTHORITY.™

B8E IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:

Section le Short titlee {This act]} shall be known and
may be cited as the “Montana Zconomic Development Act of
1981".

Section 2. Policy statement. (1) It is the policy of
the state of Montanas in the interest of promoting the
healthy safetys and general welfare of all the people of the
statey to increase job opportunities and to retain existing
jobs by wmaking available through the economic development
authority funds for industrials commercialy manufacturings
recreationaly tourists and health care development.

{2} The legistature finds that:

{a) a vigorous growing economy is the basic source of
job opportunities;

{b) protection against wunemployments its economic

hurdensy and the spread of economic stagnation in the areas
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affected can best be provided by prometings attractings
stimulatings and revitalizing industrys manufacturings
commerces recreations tourisme and health care facilities in
such areasi and

(c} the state of Montana has a responsibility to thelp
create a favorable climate for new and improved job
opportunities for its citizens by encouraging the
development of businesse.

Section 3. Definitionse As used in [this act]ls unless
the context requires otherwises the following definitions
apply:

(1) ®Authority"™ means the economic development
authority created in [section 47«

{2} “Bond"™ means any bonds notes debenturece interim
certificates or other evidence of financial indebtedness
Issued by the authority pursuant to [this act]e.

(3} ™Capital reserve account® means the capital
reserve account provided for in [section 17]e

(4) “Composite bond™ means a bond issued under the
provisions of [this act]s the proceeds of which may be used
to finance more than one projecte

{5} "™Department® means the department of
administration provided for in Title 2y chapter 15y part 10e

{6) “Mortgage™ means a mortgage deedy deed of trusty

or other security device.
INTRODUCED
HB %Y
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(7) ™Primary industries®™ means industries designated
as suchy from time to timey by the authority.

{8) ™“Project®™ means any %lands buildings or other
improvement and any other real or personal property
considered necessary in connection therewithsy whether or not
in existencey that is suitable for use for:

(a} commercialy manufacturinge or industrial
enterprises;

{b) recreation or tourist facilities;

{c) hospitalss Jong-term care faciltitiesy aor medical
facitities; or

{d) any combination of these projectse

{9) ™“Project costs™ means the cost of acquiring or
improving any projecty including thé followings

{a} the actual cost of acquiring or improving real
estate for any project;

(b} the actual cost of construction of all or any part
of a project that may be constructeds including architects®
and engineers® fees;

{c} 2all expenses in comnection with the authorization,s
salee and issuance of the bonds to finance such acguisition
or improvement;

{d) bond reserves and premiums for insurance of lease
rentals pledged to pay the bonds; and

{e) the interest on such bonds for a reasonable time
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prior to constructions during constructions and not
exceeding 6 months after completion of constructions

{10) ®"Financial institution®™ means a banks savings and
loan associationsy or credit union authorized to do business
in the state of Montanae

Section 4« Economic developaent authority —
allocation ~—~ composition -~ guasi—-judicials (1) There is an
economic development authority consisting of seven members
who shall be informed and experienced in economics or
financees

{a) Two members shall be appointed by the governor as
provided in 2-15-124.

{(b) One wmember who Iis an active participant in the
management of a financial institution shall be appointed by
each of the fo]]ouing:

(i) the president of the senates;

{ii) the minority leader of the senate;

{iii) the speaker of the house; and

{iv) the minority leader of the house.

{c) The six members appointed pursuant to subsections
{1){2) and (1)(b) shall appoint the seventh members

(2} The authority shall elect a chairman and other
necessary officerse

(3) The authority is designated quasi-judicial for the

purposes of 2-15-124e
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{4) The authority is allocated to the department of
administration for administrative purposes onlys as provided
in 2-15-121«

{5) The staff of the board of housing created in
2-15-1008 shall also serve as staff of the authority.

{6) A member of the authority may not be considered to
have a conflict of interest under the provisions of 2-2-201
merely because the member is a stockholdery officers or
employee of any business enterprise which may participate in
the authority®s programse

Section 5« Powers of the authority. The authority may:

{1) sue and be sued;

{2) have a seal;

(3) adopt all procedural and substantive rules
necessary for the administration of [this act];

{4) make contracts, agreementsy and other instruments
necessary or convenient for the exercise of its powers under
[this act];

{5) enter into agreements or other transactions with
any federaly states or local governmental agency or any
person or any domestic or foreign partnerships corporations
associationes or organization in carrying out [this act];

{6) enter intc agreements or other transactions with
and accept grants and the cooperation of any governmental

agency in furtherance of [this act];
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{7T) Aaccept servicess appropriationss giftss grants,
bequestses and devises and utilize or dispose of them in
carrying out [this act];

(8) with regard to property:

{a) acquire real or personal property or any rights
interests or easement therein by gifts purchases transfery
foreclosurey leases or otherwise;

(b) holds selly assigns Teasey encumbersy mortgages or
otherwise dispose of property;

(c} holds selly assigns or otherwise dispose of any
mortgage or loan owned by it or in its control or custody;

{d) release or relinguish any rightse titles claims
interests easements or demands however acquireds including
any equity or right of redemption in property;

{e) do any of the foregoing by public or private saley
with or without public bidding;

{(f) commence any action to protect or enforce any
right conferred upon it by lawy mortgages Jleasey contracte
or other agreement;

{g) bid for and purchase property at any foreclosure
or other sale or acquire or take possession of it in lieu of
foreclosure; and

(h) operatey managey leasey dispose ofy and otherwise
deal with such property in any manner necessary or desirable

to protact its interests and the holders of its bonds or

--
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notes consistent with any agreement with such holderss

(9) services contracts and pay for the servicing of
Toans;

{12} invest any funds pot required for immediate use,
subject to any agreements with its bondholders and
noteholdersy as provided in Title 17y chapter 6;

{11) consenty whenever it considers necessary or
desirable in fulfilling its purposess to the modification of
the rate of interests timey and payment of any installment
of principal or interesty securitys or any other term of any
contracte Tease agreementy loan agreementy wmortgages
mortgage loans mortgage loan commitments construction 1loane
advance contracts or agreement of any kinde Subject to any
agreement with bondholders and noteholders;

(12) collect reasonable interesty feesy and charges in
connection with making and servicing its lease agreementss
loan agreementss mortgage loansy notess bondsey commitmentss
and other evidences of indebtednesss Interesty feess and
charges shall be limited to the amounts required to pay the
costs of the authoritys including operating and
administrative expenses and reasonable allowances for losses
that may be incurred;

{13) procure insurance or guarantees from any partiess
including governmental agencieses against any loss in

connection with its Jlease agreementss lo0an agreementss

EaF d

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

LC 2325/01

mortgage loansy and other assets or property in amounts and
in the for®s the authority considers desirable or necessary;

{14) acquires by constructions purchases devisey gifty
leases or any combination of such methodss one or more
projects lTocated within this state;

{15) lease +to others any or all of its projects for
such rentals and upon terms and conditionse consistent with
the provisions of [this act]s that the authority considers
advisable;

(15) enter into agreementss upon terms the authority
considers advisable and not in conflict with the provisions
of [this act]y to loan the proceeds of its bonds to others
for the purpese of defraying the cost of acquiring or
improving any project;

{17) issue bondsy including composite bondsey for the
purpose of defraying the cost of acquiring or improving any
project or projects and securing the payment of such bonds
as provided in [this act];

(18) sell and convey any real or personal property
acquired as provided by subsection {8} and make any order
respecting ity as may be conducive to thes best interest of
the authoritye Howevers such sale or conveyance is subject
to the terms of any lease but is free and clear of any other
encumbrances

(19} make and participate in making Toans to

~8-
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individualse corporationss and government agencies and
accept quarantees from individualsy corporationses and
government agencies of its loans or the resultant evidences
of obligations to the authority;

{(20) issue notes and bondse including composite bondse
and replace losty destroyeds or mutilated notes and bonds;
and

{21) give preferencey in exercising its powersy to
primary industries as designated by the authoritye

Section 6. Self-sufficiency of projectse (1) Pricr to
the leasing of any project or entering into a loan agreement
concerning a projecty the authority must determine the
following:

{a) the amount necessary to pay the principal of and
the interest on the bonds proposed to be issued to finance
such project;

{b) the amount necessary to be paid into any reserve
funds that the authority considers advisable to establish in
connection with the retirement of the proposed bonds and the
maintenance of the project including taxes; and

{c} the estimated cost of maintaining the project in
good repair and keeping it properly insureds unless the
terms of the lease or loan agreement provide that the lessee
or borrower shall maintain the project and carry alil

property insurance with respect theretoe
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{2) The determinations and findings of the authority
required by subsection (1) shall be set forth in the
proceedings under which the proposed bonds are to be issuede
Prior to the issuance of any bonds authorized by [this act]ls
the authority shall lease the project to a lessee or lessees
or enter into a loan agreement with a borrower under a lease
or loan agreement conditioned upon completion of the project
by the lessees or bofrowers and providing for payment to the
authority of such rentals or paymentsy on the basis of
determinations and findingsy that will be sufficient to:

{a) pay the principal of and interest on the bonds
issued to finance the project;

{b) pay the taxes on the project;

{c} build up and maintain any reserves considered by
the authority to be advisable in connection with the
projecti and

{d} pay the costs of maintaining the project in good
repair and keeping it properly insureds unless the lease or
loan agreement obligates the lessees or borrowers to pay for
the maintenance and insurance of the projecte

{3) Subject to the 1limitations of ([this act]s the
leasey loan agreementy, or extensions or modifications
thereof may contain other terms and conditions mutually
acceptable to the parties ands notwithstanding any other

provision of law relating to the sale of property owned by

HR795%Y
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the authoritys an option may be granted to a lessee to
purchase the project on terms and conditions as may be
mutually acceptable to the parties.

Section 7« tLoan applications -- institution financinge
{1) The authority shall contract with financial institutions
for review of %oan applications and other services relatedg
to the applicationses The authority shall authorize such
institutions to charge a sum equal to 1% of the amount
loaned as a service fees

{2) The financial institution involved in the funding
of a project shall carry as its loan an amount equal to 10%
of the total sum loaned in connection with a project. The
financial Iinstitution may secure its percentage of the l1oan
with security other than the kind of security required by
the authoritye toans wmay be made only to qualified
individuals or business entities doing business in the state
of Montanae

{3} No single project may receive a loan from the
authority in excess of $2 mitlione Loans made by the
authority may be pooled with other Jloans received by a
projectes

(4} The authority may subordinate to commercial
financial institutionss up to 20% of 211 loans outstanding
on a projecty when in its opinion such subordination is

necessary to help a project through a period of expansione
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Section 8. Bonds and notese (1) The authority may by
resolutions issue negotiable notes and bonds in a principal
amount as the authority determines necessary to provide
sufficient funds for achieving any of its purposessy
including the payment of interest on notes and bonds of the
authoritye establishment of reserves to secure the notes and
bondss including the reserve funds created under ({section
171+ and all other expenditures of the authority incident teo
and necessary or convenient to carry out [this act]e

{2) The authority may by resoluticney from time to
timer issue notes to renew notes and bonds or to pay notesy
including interests and whenever it considers refunding
expedientes refund any bonds by the issuance of new bondssy
whether or not the bonds tc be refunded have matureds or
issue bonds partly to refund bonds outstanding and partly
for any of its other purposese

{3) Except as otherwi se expressly provided by
resolution of the authoritys every issue of its notes and
bonds is an obligation of the authority payable out of any
revenuey assetsy or money of the authoritys subject only +to
agreements with the holders of particular notes or bonds
pledging particular revenuess assetsy or moneys

{4) The notes and bonds shall be authorized by
resolutions of the authoritys bear a datey and mature at

times as the resolutions provide. A note may not mature more
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than 5 years and a bond may not mature more than 40 years
from the date of its issues The bonds may be issued as
serial bonds payable in annual installmentsy as term bondse
or as a combination thereofe The notes and bonds shall bear
interest at a rate or ratess be in denominationssy be in a
formy either coupon or registeredy carry registration
privilegess be executed in a manners be payable in a medium
of paymentsy at places within or without the states and be
subject to terms of redemption as provided in resolutionss
The notes and bonds of the authority may be sold at public
or private sale at prices above or below pary as determined
by the authoritye

{5) The total amount of notes and bonds outstanding at
any one times except notes or bonds as to which the
authority®s obligations have been satisfied and discharged
by refunding or for which reserve for payment or other means
of payment have been otherwise providedy may not exceed $150
mitlions

Section 9« Provisions of bond resotutionsa A
resolution authorizing notes or bondss or any issue thereof,
may contain provisionsey which shall be a part of the
contract or contracts with the holders thereofs as to:

(1) pledging a1l or any part of the revenue or
property of the authority to secure the payment of the notes

or bonds or of any issue therecfy subject to existing
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agreements with noteholders or bondholders;

{2} pltedging 211 or any part of the assets of the
authorityes including lease agreementsy loan agreementssy
mortgagess and obligations securing thems to secure the
payment of the notes or bonds or of any issue thereof,
sub ject to existing agreements with noteholders or
bondholders;

{3) the use and disposition of the gross income from
lease agreementsy loan agreementss and mortgages owned by
the authority and payment of principal of mortgages owned by
the authority;

(4} the setting aside of reserves for sinking funds in
the hands of trusteess paying agentss and other depositories
and the regulation and disposition thereof;

{5) 1limitations on the purpose for which the proceeds
of the sale of notes or bonds may be applied and the pledge
of the proceeds to secure the payment of the notes or bonds
or of any issue thereof;

(&) limitations on the issuance of additionzal notes or
bondses the terms upon which additional notes or bonds may be
issued and secureds and the refunding of outstanding notes
or bonds;

{7) the procedures if anys by which the terms of any
contract with noteholders or bondholders may be amended or

abrogateds the amount of notes or bonds the holders of which

1R O9Y
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must consent theretos and the manner in which such consent
may be given;

(8) a commitment to employ adequate and ccmpetent
personnel at reasonable compensationy salariess feesy and
charges as m3y be determined by the authority in conjunction
with the department and to maintain suitable facilities and
services for the purpose of carrying out its programs;

{9) vesting in a <trustee such propertyy rightse
powerss and duties in trust as the authority determines;

{10) defining the acts or omissions that shall
canstitute a default in the obligations and duties of the
authority to the holders of the notes or bonds and providing
for the rights and remedies of the holders of the notes or
bonds in the event of such defaults including as a matter of
right the appointment of a receivers. Rights and remedies may
not be inconsistent with the laws of the state and the other
provisions of {this act]}; and

{11) any other matters of like or different character
that in any way affect the security or protection of the
holders of the notes or bondse

Section 10 vé]idity of pledges. Any pledge made by the
authority is valid and binding from the time the pledge is
madee. The revenuesy moneys or property pledged and received
by the authority shall immediately be subject tc the lien of

the piedge without any physical delivery or further acte The
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lien of any pledge shall be valid and binding against all
parties having claims of any kindy whether in torty
contracts or otherwise against the authoritys irrespective
of whether such parties have notice thereofe. Neither the
resolution nor any other instrument by which a rpledge is
created is required to be recordeds

Section 1l Personal liabilitye The authority members
and employees of the department are not personally tiable or
accountable by reason of the issuance of or on any bond or
note issued by the authoritye

Section 12« Purchase of notes and bonds -
cancellatione The authoritys subject to existing agreements
with noteholders or bondholderss mays out of any funds
available for that purposes purchase notes or bonds of the
authoritys which shall then be cancelede at a2 price not
exceeding:

{1) the current redemption price plus accrued interest
to the next interest payments if the notes or bonds are thea
redeemable; or

{2) the redemption price applicable on the first date
after the purchase on which the notes or bonds become
subject to redemption plus accrued interest to that dates if
the notes or bonds are not then redeemable.

Section 13e Trust indentures (1) In the discretion of

the authoritys the bonds may be secured by a trust indenture
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between the authority and a corporate trusteesy which may be
a trust company or bank having the power of a trust company
either in or outside the statee A +trust indenture may
contain provisions for protecting and enforcing bondholders®
rights and remedies that are reasonables propere and not in
violation of laws including covenants setting forth the
duties of the authority in relation to the exercise of its
powers and the custodys safequardings and application of all
moneys The authority may provide by a trust indenture for
the payment of the proceeds of the bonds and revenues to the
trustee under the trust indenture of another depository and
for the method of disbursements with safeguards and
restrictions it considers necessaryes

{2) A1} expenditures incurred in carrying out a2 trust
indenture may be treated as part of the operating
expenditures of the authoritye

Section 14« Negotiability of bondse Notes and bonds
issued by the authority are negotiable instruments under the
Uniform Commercial Codesy subject only to the provisions for
registration of notes and bonds,

Section 15« Signatures of authority memberse if
authority members whose signatures appear on notes or bonds
or coupons cease to be members before the delivery of the
notes or bondsy their signatures shalls neverthelessy be

valid and sufficient for all purposesy the same as if the
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members had remained in office until deliverye

Section 15 Accountse The authority shall create the
following separate accounts:

{1) a bond proceeds account into which bond proceeds
shall be depositeds;

{2) a capital reserve account as provided in [section
17]; and

{3) an operating account for defraying the operational
costs of the authoritye

Section 17. Reserve funds and appropriationse (1} The
authority shall establish a capital reserve account and pay
into its

{a) any funds appropriated and made available by the
state for the purpose of the account;

(b} any proceeds of sale of notes or bonds to the
extent provided in the resolutions or indentures of the
authority authorizing their issuance; and

{c) any other funds which may be available to the
authority from any other source for the purpose of the
accounts

(2} AIl funds held in the capital reserve account
shall be used solely for the payment of the principal of or
interest on the bonds secured in whele or in part by the
account or the sinking fund payments with respect to the

bondss the purchase or redemption of the bondss the payment

HEB ISY
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of interest on the bondsy or the payment of any redemption
premium required to be paid when the bonds are redeemed
prior to maturitye Funds in the account may not be withdrawn
at any time in an amount that reduces the account to an
amount less than the sum of minimua capital reserve
requirements established in the resolutions or indentures of
the authority for the accounts excepts with respect to bonds
secured in whole or in part by the accounts for the purpose
of making payments when dues of principale interests
redemption premiumss and sinking fund payments for the
payment of which other money pledged is not availables Any
income or interest earned by or incremental to the capital
reserve account due to its investment may be transferred to
other accounts of the authority to an extent that does not
reduce the amount of the capital reserve account below the
sum of miniwum capital reserve requirements for the accountes

(3) The authority may not issue bonds secured in whole
or in part by the capital reserve account unless the
authority secures such deposits in the account from the
proceeds of the bonds issued or from any other sources in an
amount not less than the minimum capital reserve requirement
for the bondse.

{4) 1In computing the amount of +the capital reserve
accounty securities in which all or a portion of the account

are invested shall be valued at par ory if purchased at less
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than pares at their cost to the authoritys

Section 18« Maintenance of capital reserve accounts.
(1) In order to assure the maintenance of the capital
reserve accounty the chairman of the authority shalls at
3-month intervals beginning on September 1y 1931y deliver to
the governor a certificate stating the sume if anys requirec
to restore the capital reserve account to the minimum
capital reserve requiresentse The governor shall require the
director of the department to remit the sum required to
restore the capital reserve account to the suwm of the
minimum capital reserve requirements utilizing revenue
derived from interest earnings from the ccal severance tax
permanent trust fund created by Article IXe section 5 of
the Montana constitutions A1l such sums shall be deposited
in the capital reserve accounte.

{2) Prior to the 10th legislative day of each regular
legislative sessiony the budget director shall provide the
Tegislature with an estimate of interest earnings from the
permanent coal trust funds and 20X of such estimated
interest earnings is hereby reserved and pledged for the use
by the authority as specified in this sections

(3) All amounts remitted to the authority by the
director of the department under this section constitute
advances to any bonds or notes of the authority and shall be

repaid to the state treasury without interest from available
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operating revenues of the authority in excess of amounts
required for the payment of bondss notess or other
obligations of the authority for maintenance of the capital
reserve account and operating expensess

Section 19 Refunding obligations -— issuancee The
authority may provide for the issuance of refunding
obligations for refunding any obligations then outstanding
that bhave been issued under [this act]e including the
payment of any redemption of the obligationse The issuance
of obligationsy the maturities and other detailssy the rights
of the holderss and the rightsy dutiess and obligations of
the authority are governed by the appropriate provisions of
{this act] that relate to the issuance of obligationse

Section 20e Refunding obligations -- sales Refunding
obligations wmay be sold or exchanged for outstanding
obligations issued wunder [this act}e The proceeds may be
applied to the purchasesy redemptions or payment of
outstanding obligations. Pending the application of the
proceeds of refunding obligations and other available funds
to the payment of principals accrued interesty and any
redemption premium on the obligations being refunded ands if
permitted in the resolution authorizing the issuance of the
refunding obligations or in the trust agreement securing
thems to the payment of interest on refunding obligations

and expenses in connection with refundings the proceeds may
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be invested as provided in Title 1T¢ chapter be

Section Zle Credit of state not pledged. UObligations
issued under the provisions of [this act] do not constitute
a debts liabilitye obligations or pledge of the faith and
credit of the states but are payable solely from the
revenues or assets of the authoritye An obligation issued
under [this act] shall contain on the face thereof a
statement to the effect that the state of Montana is not
liable on the obligations the obligation is nrot a debt of
the states and neither the faith and credit nor the taxing
power of the state is pledged to the payment of the
principal of or the interest on the obligation.

Section 22« Annual audite (1) The authority*s books
and records shall be audited at least once each fiscal yeare.

{2) The 1legislative auditor may conduct an audit at
any time wupon the request of the legislative audit
commi ttee.

Section 23. Tax exemption of bonds. Bondsy notess or
other obligations issued by the authority under {[this act]e
their transfersy and income {(including any profits made on
their sale) are free from taxation by the state or any
political subdivision or other instrumentality of the states
except for inheritancey estates and gift taxesa The
authority is not reguired to pay recording or transfer fees

or taxes on instruments recorded by ite

HB 9%
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Section 24« Taxation of projectss (1) Notwithstanding
that title to a project may be in the authoritys the
projects are subject to taxation to the same extents in the
same manners 3nd under the same procedures as privately
owned property in similar circumstances if the projects are
leased to or held by private interests on both the
assessment date and the date the levy is made In any years
The projects are not subject to taxation in any year if they
are not leased to or held by private interests on both the
assessment date and the date the levy is made in that years

{2) If personal property owned by & municipality or
county is taxed under this section and the personal property
taxes are delinquentsy levy by warrant of distraint for
collection of the delingquent taxes wmay only be made on
personal property against which the taxes were levieds

Section 25« Pledge of the states In accordance with
the Constitution of the United States and the Constitution
of the State of Montanas the state pledges that it will not
in any way impair the obligations of any aqreement between
the authority and the holders of notes and bonds issued by
the authoritys including but not limited to an agreement to
administer an economic development pregram financed by the
issuance of bonds and to employ a staff sufficient and
competent for this purposee.

-End-



STATE OF MONTANA
‘ REQUEST No. _430-81
FISCAL NOTE

Form BD-15

In compliance with a written request received ... March 15 _,19 8l there is hereby submitted a Fiscal Note

for __House Bill 798 pursuant to 'Title 5, Chapter 4, Part 2 of the Montana Code Annotated (MCA).
- Background information used in developing this Fiscal Note i\s available from the Office of Budget and Program Planning, to members
of the Legislature upon request.

Description of Pmpctd Legislation

House Bill 798 is an act to create an Economic Development Authority; providing for
the issuance of bords to finance projects; designating types of projects to be funded;
creating acoounts necessary for carrying out the program; and providing rulemaking
authority.

- Assumptions

. 1. Ssale of $200 million bonds and notes each year.

© 2. 1/8% arbitrage limitation - $250,000 per year spending authority-maximum.

© 3. No comitment fees.

- 4. General Fund nonies required for initial operating expenses and start up costs

f with no guarantee of repayment. Bonds are sold after loans are made.

- 5. Costs of issuance paid from bond proceeds.

. 6. All bonds and notes will be secured by a trust indenture between the authority
and a corporation trustee.

7. Require creation of a separate bureau under the Montana Board of Housing to camply

: with existing Montana Board of Housing trust indenture.

. 8. Requires 5 FTE and operating expenses for same,

9. A supreme court test is not necessary.

10. A market exists for bonds backed only by 20% of the estimated interest earnings
from the permanent coal trust fund.

, Total
Fiscal Impact FY 1982 FY 1983 Biennjum
 Expenditures Under Proposed Law:
Personal Services $112,698 $123,567 $236,265
Operating Expenses 116,600 122,100 238,700
Equipment ‘ 3,650 3,650
 Total Expenditures Under Proposed Law - $232,948 $245,667  $478,615

Funding: General Fund
Comment

Section 23 of this proposal provides that bonds and other ligatio 1ssued
the proposed economic development authority shall be tax
exempt. It is not poss:.ble to estimte the revenue mrpact

BUDGET DIR
. of this exemption. ECTOR

Office of Budget and Program Planning

Date: e -




STATE DOF MONTANA
REQUEST NO. _430-81

FISCAL NOTE supplement
Form BD-15
In compliance with a written request received __April 10 ,19 81, there is hereby submitted a Fiscal Note

for _Amendments to HB 798  _ pursuant to Chapter 53, Laws of Montana, 1965 - Thirty-Ninth Legislative Assembly.
Background information used in developing this Fiscal Note is available from the Office of Budget and Program Pianning, to members
of the Legislature upon request.

Description of Proposed Legislation

Amendments to Section 28 of House Bill 798 to create an Economic Development authority
would authorize the Board of Examiners to issue General QObligation Bonds to fund the econo-
mic development quaranty fund.

Assumptions

1. The Board of Examiners will sell $5,000,000 in general obligation bonds in fiscal
year 1982.

2. The bonds will be 20 year serial bonds at an average interest rate of 8.5%.

3. Annual debt service on the bonds will be made from the Long Range Building Program
Sinking Fund. ' '

Fiscal Impact

FY 1982 FY 1983
Estimated Estimated Estimated Estimated

Amount Amount Amount Amount

Under Under Under Under
Revenue: Current Proposed Estimated Current *  Proposed Estimated

Law Law , Decrease Law Law Decrease

nd excess
> Gen.Fund $25,620,457 $25,099,765 $(520,692) $26,850,834 $26,330,142 $(520,642)

Bond excess transfers to the state Gemeral Fund will decrease a total of $1,041,384 over the
next biennium. The prior fiscal note, dealing with the expenditure impact, is still applicable.

Technical Note

Section 28 provides for general obligation bonds being issued and sold. This creates a
state debt which must be authorized by a two-thirds vote of the members of each house of the
legislature under Article VIII, Section 8 of the 1972 Montana Constitution.

DLt

BUDGET DIRECTOR
Office of Budget and Pfi)éram Planning

Date: (7" /0" g/
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STATEMENT OF INTENT
HOUSE BiLL 798

House Business and Industry Committee

A statement of intent is required For this bill because
it grants rulemaking authority.

Section 5(3) of the bill authorizes the Montana
economi<c development authority to adopt all procedural and
substantive rules necessary for the administration of the
acte

[t is intended that these rules deal with the terms of
Toanss forms for loan applicationsy sale of bondss internal
management of the authority's businesss procedures for
servicing locans by financial institutionss procedures for
acguiring and disposing‘ of propertys and establishing
resesrve requirementse

Section 5(21) requires the authority to designate
“primary industries®, which are to be given preference for
loanse

it is intended that primary industries be commercials
manufacturings agriculturalsy industriale transportaetions

recreationals and tourist enterprisess.



4Tth tegislature

10

i1

12

i3

14

is

16

17

18

19

20

2t

22

23

24

25

HB 0798702

Approved by Committee
on Business and Industry

HOUSE BILL NO. 798
INTRODUCED BY HANNAHs FABREGAs Do O'HARAy LUNDs WINSLOWs
MARKS s MOOREs FAGGs AZZARA. KITSELMAN, SEIFERTs MEYER .
VINCENT sy KEMMIS, MENAHANs MATSKOs PHILLIPSy SCHULYZ,

BRIGGSy QUILICI, DUSSAULTs DAILYs HARRINGTONs CONN

A BILL FOR AN ACT ENTITLED: ™AN ACT YO CREATE AN ECONOMIC
DEVELOPMENT AUTHORITY; PROVIDING FOR THE ISSUANCE OF BONDS
TO FINANCE PROJECTS; DESIGNATING TYPES O0OF PROJECTS YO BE
FUNDED; CREATING ACCOUNTS NECESSARY FOR CARRYING GUT THE

PROGRAM; AND PRCVIDING RULEMAKING AUTHORITY,®

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section l. 5Short title. [This act] shall be known and

may be <cited as the "Montana Economic Development Act of

1981".

Section 2. Policy statemente (L} It is the policy of
the state of Montenas in the interest of promoting the
healthy safetys and general welfare of all tne people of the
states to increase job opportunities and to retain existing
jobs by making available through the economic development
authority funds Ffor industrials commerciale manufacturings

recreationalts tourists and health care developments AND ALL

PHASES OF THE LIVESTOCK_AND_AGRICWH.TURAL INDUSTRY.

{2) The legislature finds that:
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{a) a vigorous growing economy is the basic source of
job opportunities;

(b} protection against wunemployments its economic
burdensy and the spread of economic stagnation in the areas
affected can best be provided by promotings attractings
stimulatings and revitalizing industrys manufactur ings
commerces recreations tourisms and health care facilities in
such areas; and

fc) the state of Montana has a responsibility to help
create a favorable climate for new and improved job
opportunities for its Ccitizens by encouraging the
development of businesse

Section 3. Definitions. As used in [this act]s unltess
the context requires otherwises the following definitions
apply:

(1} T"Authority" means the economic development
authority created in [section 4}.

{2} "Bond"™ means any bonds notesy debenturey interim
certificates or other evidence of financial indebtedness
issued by the autharity pursuant to {this act].

{3) “Capital reserve account” means the capital
reserve account provided for in [section 177.

{4} "Composite bond” means a bond issued under the
provisions of [this act]s the proceeds of which may be used

to finance more than one projecte.

-2- HB 798
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{5} “Department” means the depdr tment of
administration provided for in Title 2y chapter 15 part 10e

(6) ™Mortgage™ means a mortgage deeds deed of trusts
or other security device.

{7} "Primary industries™ means industries designated
as suchy from time to times by the authoritye.

{(8) “Project® means any Jands buildings or other
improvement and any other real or personal property
considered necessary in connection therewithy whether or not
in existences that is suitable For use for:

{a) commercials manufacturing, or industrijal
enterprises;

(D) recreation or tourist facilities;

(c) hospitalss long-term care facilitiess or medical
Facilities; or

{d} any combination of these projectss

(9) ™"Project costs"™ means the cost of acquiring or
improving any projects including the followings

(a) the actual cost of acquiring or improving real
estate for any project;

¢5) the actual cost of construction of all or any part
of a project that may be constructeds including architects®
and engineers® fees;

{c} all expenses in connection with the authorizationy

sales and issuance of the bonds to fjinance such acquisition

-3~ HB 798
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or improvement;

(d} bond reserves and premiums for insurance of lease
rentals pledged to pay the bonds; and

(e) the interest on such bonds for a reasonable time
prior to constructions during constructions and not
exceeding &6 months after completion of constructione

(10) "Financial institution™ means a banks savings and
loan associations or credit union authorized to do business
in the state of Montanae

Section 4. Economic development authority -
allocation -- composition ——-quayr—judteiat. (1) There is an
economic development authority consisting of seven members
who shall be informed and experienced in economics or
finances

{a) Two members shall be appointed by the governor =as
provided-in—Z-i5-124.

(b) One member who is an active participant in the
management of a financial institution shall be appointed by
each of the following:

{i) the president of the senate;

{ii) the minority leader of the senate;

{iii) the speaker of the house; and

{iv} the minority leader of the house.

{c) The six members appointed pursuant to subsections

{1{a) and (1){b) shall appeoint the seventh member.

-G— HE T98
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{2) The authority shatl elect a chairman and other

necessary officerse

{3) #he-suthority-is-designated-quasi-—jodiciat-for-the

purposes THE TERMS OF MEMBERS OF THE AUTHORITY _EXPIRE

COINCIDENTALLY _WITH _THE TERMS OF _THE_APPOINTING OFFICERS.

COMPENSATION OF MEMBERS AND FUNCTIONS OF THE AUTHORITY _ARE

REGULATED _BY SUBSECTIONS (7) AND (8) of 2-15~124.

{4) The authority 1is allocated to the department of
administration for administrative purposes onlys as provided
in 2-15-121.

(5} The staff of the board of housing created in
2-15-1008 shall also serve as staff of the authority.

{6} A member of the authority may not be considered to
have a conflict of interest under the provisions of 2-2-201
merely because the member is a3 stockholders officers or
employee of any business enterprise which may participaste in
the authority's programse

Section 5. Powers of the authoritye The authority may:

{1} sue and be sued;

{2) have a seal;

{3) adopt alnl procedur al and substantive rules
necessary for the administration of {this act];

{4) make contractss agreementss and other instruments
necessary or convenient for the exercise of its powers under

[this act];

-5- HB 798
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{5} enter into agreements or other transactions with
any federals states or Jlocal governmental agency or any
person or any domestic or foreign partnerships corporations
associations or organization in carrying out [this act];

{6) enter into agreements or other tramnsactions with
and accept grants and the cooperation of any governmental
agency in furtherance of [this act];

(7} accept servicessy appropriationss giftss grantss
bequestss and devises and utilize or dispose of them in
carrying out {this act];

(8) with regard to property:

{3} acquire real or personal property or any rights
interesty Or easement therein by gifts purchases transfer,
foreclosures leases or otherwises;

{b) holds sell,y assigns leasey encumbery mortgages oOr
otherwise dispose of property;

{c} tholds selly assigne or ;theruise dispose of any
mortgage or loan owned by it or in its control or custody:

{d) release or vrelinquish any rights titley claime
interesty easement, or demands however acquireds including
any equity or right of redemption in property;

(e) do any of the foregoing by public orf private sales
with or without public bidding;

{f) commence any action to protect or enforce any

right conferred upon it by lawse mortgages leases contracts

Pay HB 798
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or other agreement;

{9) bid for and purchase property at any foreclosure
or other sale or acquire or take possession of it in lieu of
foreclosure; and

{h) operates manages leases dispose ofy and otherwise
deal with such property in any manner necessary or desirable
to protect its interests and the holders of its bonds or
notes consistent with any agreement with such holders;

{9} services contracts and pay for the servicing of
loans;

(10} invest any funds not required for immediate uses
subject to any agreements with its bondholders and
noteholderss as provided in Title 17, chapter 6;

{l1} consents whenever it considers necessary or
dgesirable in fulfilling its purposess to the modification of
the rate of interesty times and payment of any instaliment
of principal or interests Security, or any other term of any
contracte lease agreements loan agreement: mortgages
mor tgage loans mortgage 1oan commitments construction Joans
advance- contracts or agreement of any kinde subject to any
agreement:with bondholders 343 noteholders;

((2) collect reasonable interests feesy and charges in
connection with making and servicing its lease agreementss

loan agreementss mortgage loanss notesy bondsy commitmentss

and other evidences of indebtednesse. Interests feess and

-7- HB 798
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charges shall be limited to the amounts required to pay the

costs of the authoritys tncluding operating and
administrative expenses and reasonable allowances for losses
that may be incurred;

(13) procure insurance or guarantees from any partiess
including governmental agenciess against any 10ss in
connection with its Jlease agreementssy loan agreementsy
mortgage Jloans,y and other assets or property in amounts and
in the form the authority considers desirable or necessary;

(14} acquires by constructions purchase. devise, gifty
lteases or any combination of such methodss one or more
projects-located within this state;

(15) tease to others any or al! of its projects for
such rentals and upon terms and conditionsy consistent with
the provisions of [this act]s that the authority considers
advisable;

{l6) enter into agreementss upon terms the authority
considers advisable and not in conflict with the provisions
of [this act]s to loan the proceeds of its bonds to others
for the purpose of defraying the cost of acquiring or
improving any project;

{17) issue bondss including composite bondss Ffor the
purpose of defraying the cost of acquiring or improving any

project or projects and securing the payment of such bonds

as provided in [this act];

-8~ HB T98
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{18} sell and convey any real or personal property
acquired as provided by subsection (8) and wmake any order
respecting its as may be conducive to the best interest of
the authority. However, such sale or conveyance is subject

to the terms of any lease but is free and clear of any other

encumbrance.

(19} make and participate in making toans to
individualss corporationss and government agencies and
accept guarantees from individualss corporations, and

government agencies of its loans or the resuitant evidences
of obligations tc the authority;

{20) issue notes and bondss including composite bondss
and replace loste destroyeds or mutilated notes and bonds;
and

(21) give preferences in exercising its powersy to
primary industries as designated by the authority.

Section 6. Self-sufficiency of projectse. {l) Prior to
the leasing of any project or entering into a loan agreement
concerning a4 projecty the authority must determine the
following:

(3} the amount necessary to pay the principal of and
the interest on the bonds proposed to be issued to finance
such project;

{b) the amount necessary to be paid into any reserve

funds that the authority considers advisable to establish in

-9- H3 798
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connection with the retirement of the proposed bonds and the
maintenance of the project including taxes; and

{c) the estimated cost of maintaining the project in
good repair and keeping it properly insureds unless the
terms of the lease or loan agreement provide that the lessee
or borrower shall maintain the project and carry all
property insurance with respect theretoa.

(2) The determinations and findings of the authority
required by subsection (1) shall be set forth in the
proceedings under which the proposed bonds are to be issuede
Prior to the issuance of any bonds authorized by [this act]s
the authority shall lease the project to a lessee or lessees
oFf enter into a loan agreement with a borrower under a lease
or loan agreement conditioned upon completion of the project
by the tessees or borrowers and previding for payment to the
authority of such rentals or paymentss on the basis of
determinations and findingss that will be sufficient to:

{a} pay the principal of and interest on the bonds
issued to finance the project;

() pay the taxes on the project;

{c) Dbuild up and maintain any reserves considered by
the authority to be advisable in conpection with the
project; and

(d) pay the costs of maintaining the project in good

repair and keeping it properly insureds unless the lesse or

-1i0- HB T98
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loan agreement obligates the lessees or borrowers to pay for
the maintenance and insurance of the project.

{3) Subject to the limitations of f[this act}s the
lease, loan agreements or extensions or modifications
thereof may contain other terms and conditions mutuvally
acceptable toe the parties ands notwithstanding any other
provision of law relating to the sale of property owned by
the gauthoritys an option may be granted to & !essee to
purchase the project on terms and conditions as m3y be
mutually acceptable to the partiess

Section 7. Loan applications -- institution financinge.
{1) The authority shall contract with financial institutions
for review of loan applications and other services related
to the applicationss The authority shal) authorize such
institutions to charge a sum equal to 1% of the amount
loaned as a service feea.

{2) The financial institution involved in the funding
of a project shall carry as its loan an amount equal to 10%
of the total sum loaned in connection with a project. The
financial institution may secure its percentage of the loan
withrsecurity other than the kind of security required by
the authoritye. Loans may be made only to qualified
individuals or business entities doing business in the state

of Montanae.

{3) No single project may receive a loan from the

~1l- HB 798
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authority in excess of $2 millione Loans made by the
authority may be pooled with other loans receiwvea by =
projecte

{4) The authority may subordinate to commercial
financial institutionsy up to 20% of all loans cutstanding
on a projecty when in its opinion such subordination is
necessary to help a project through a period of expansion.

Section 8. Bonds and notes. {1) The authority may by
resolutions issue negotiable notes and bonds in a principal
amount as the authority determines necessary to provide
sufficient funds for achieving any of its purposesy
including the payment of interest on notes and bonds of the
authoritys establishment of reserves to secure the notes and
bondsy including the reserve funds created under ([section
17]+ anc all other expenditures of the authority incident to
and necessary Or convenient to carry out [this act]e

{2) The authority may by resolutions from time to
times issue notes to renew notes and bonds or to pay notess
incltuding interests and whenever it considers refunding
expedients refund any bonds by the issuance of new bondss
whether or not the bonds to be refunded have maturede or
issue bonds partly to refund bonds outstanding and partly
for any of its other purposes.

{3) Except as otherwise expressly provided by

resolution of the authoritys every issue of its notes and

—12- HB 798
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bonds is an obligation of the authority payable out of any
revenues assetsy or money of the authoritys subject only to
agreements with the holders of particular notes or bonds
pledging particular revenuess assetss or moneye

{4) The notes and bonds shall be authorized by
resclutions of the authoritys ©bear a dates and mature at
times as the resolutions provides. A note may not mature more
than 5 years and a bond may not mature more than 40 vyears
from the date of its issues The bonds may be issued as
serial bonds payable in annual installmentses as term bondsy
or as a combination thereofs. The notes and bonds shall bear
interest at a rate or ratess be in dencminationss be In a
forme either coupon or registereds carry registration
privilegess be executed in a manners: be payable in a medium
of paymenty at places within or without the states and be
subject to terms of redemption as provided in resolutions.
The notes and bonds of the authority may be sold at public
or private sale at prices above or below pars 3as determined
by the authoritye

{5} The total amount of notes and bonds outstanding ot
any one times except notes or bonds as to which the
authority's obligations have been satisfied and discharged
by refunding or for which reserve for payment or other means
of payment have been otherwise provideds may not exceed $i58

3200 million.
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Section 9. Provisions of bond resolutions. A
resolution authorizing notes or bondss oOr any issue thereofs
may contain provisionss which shall be a part of the
contract or contracts with the holders thereofs as to:

(1) pltedging all or any part of the revenue or
property of the authority to secure the payment of the notes
or bonds or of any issue thereofs subject to existing
agreements with noteholtders or bondholders;

(2} pledging all or any part of the assets of the
authoritys including lease agreementss Jloan agreements,
mortgagesy and obligations securing thems to secure the
payment of the notes or bomnds or of any issue thereofy
sub ject to existing agreements with noteholders or
bondholders;

{3) the use and disposition of the gross income from
lease agreementss loan agreementses and mortgages owned Dy
the authority and payment of principal! of mortgages owned by
the authority;

[4) the setting aside of reserves for sinking funds in
the hands of trusteess paying agentss and other depositories
and the regulation and disposition thereof;

{5} 1limitations on the purpose for which the proceeds
of the sale of notes or bonds may be applied and the pledge
of the proceeds to secure the payment of the notes or bonds

or of any issue thereof;

~14- HB 798
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{6) limitations on the issuance of additional notes or
bondss the terms upon which additional notes or bonds ma3y be
issued and secureds and the refunding of outstanding notes
or bonds;

(7)) the procedures if any, by which the terms of any
contract with noteholders or bondhaolders may be amended or
abrogateds the amount of notes or bonds the holders of which
must consent theretos and the manner in which such consent
may be given;

(8) a commitment to employ adequate and competent
personnel at reasonable compensations salsriess fees, and
charges as may be determined by the authority in conjunction
with the department and to maintain suitable facilities and
services for the purpose of carrying out its progranms;

{9) vesting in a trustee such propertys rightss
powerss and duties in trust as the authority determines;

{10) defining the acts or omissions that shall
constitute & default in the obligations and duties of the
authority to the holders of the notes or bonds and providing
for the rights and remedies of the holders of the notes or
bonds in the event of such defaults including as a matter of
right the appointment of a receivere Rights and remedies may
not be inconsistent with the laws of the state and the other
provisions of [this act]; and

{11) any other matters of like or different character
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that in any way affect the security or protection of the
holders of the notes or bondse.

Section 10« Validity of pledge. any pledge made by the
authority is valid and binding fFrom the time the pledge s
mades The revenuess moneys or property pledged and received
by the authority shall immediately be subject to the lien of
the ptedge without any physical deltivery or further act. The
lien of any pledge shall be valid and binding against all
parties having claims of any kinds whether in torts
contracts or ctherwise against the authoritys irrespective
of whether such parties have notice thereof. Neither the
resolution nor any other instrument by which a pledge is
created is required to be recorded.

Section lle Personal liability. The authority members
and employees of the department are not personally ljable or
accountable by reason of the issuance of or on any bond or
note issued by the authority.

Section i2. Purchase of notes and bonds -
cancellation. The authoritys subject to existing agreements
with noteholders or bondholderss mays out of any funds
available for that purposes purchase notes or bonds of the
authoritys which shall then be canceleds at a price not
exceeding:

(i) the current redemption price plus accrued interest

to the next interest payments if the notes or bonds are then
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redeemable; or

{2) the redemption price applicable on the first date
after the purchase on which the notes or bonds become
subject to redemption plus accrued interest to that dates if
the notes or bonds are not then redeemable.

Section 13. Trust indenturee (l} In the discretion of
the authoritys the bonds may be secured by a trust indenture
between the authority and a corporate trusteer which may be
a trust company or bank having the power of a trust company
either in or outside the statee A trust indenture may
contain provisions for protecting and enforcing bondholders®
rights and remedies that are reasonables propers and not in
viotation of taws including covenants setting forth the
duties of the authority in relation to the exercise of its
powers and the custodys safeguardings and application of all
money. The authority may provide by a trust indenture for
the payment of the proceeds of the bonds and revenues to the
trustee under the trust indenture of another depository and
for the method of disbursements with safeguards and
restrictions it considers necessaryes

t2) Al]l expenditures incurred in carrying out a trust
indenture may be treated as part of the operating
expenditures of the authoritys.

Section l4e MNegotiability of bondse Notes and bonds

issued by the authority are negotiable instruments under the
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yniform Commercial Codes subject only to the provisions for
registration of notes and bondse

Section 15« Signatures of authority member s. If
authority members whose signatures appear on notes or bonds
or coupons cease to be members before the delivery of the
notes or bondse their signatures shalls neverthelesss be
valid and sufficient for all purposess the same as if the
members had remained in office until deliverye.

Section 15« Accountse The authority shall create the
following separate accounts:

{L) 2 bond proceeds account into which bond proceeds
shall be deposited;

{2) a capital reserve account as provided in {section
t7]; and

(3) an operating account for defraying the operationail
costs of the authority.

Section 17« Reserve funds and appropriations. (1) The
authority shall establish a capital reserve account and pay
into it:

{a) any funds appropriated and made available by the
state for the purpose of the account;

(b} any proceeds of sale of notes or bonds to the
extent pravided in the resolutions or indentures of the
authority authorizing their issuance; and

(c) any other funds which may be available to the
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authority from any other source for the purpose of the
account .

(2) All funds held in the capital reserve account
shall be used solely for the payment of the principal of or
interest on the bonds secured in whole or in part by the
account or the sinking fund payments with respect to the
bondss the purchase or redemption of the bondss the payment
of interest on the bondss or the payment of any redemption
premium required to be paid when the bonds are r edeemed
prior to maturity. Funds in the account may not be withdrawn
3t any time in an amount that reduces the account te an
amount less than the sum of minimum capital reserve
requirements established in the resolutions or indentures of
the authority for the accounts excepte with respect to bonds
secured in whole or in part by the accounty for the purpose
of making payments when dues of principals interesty
redemption premiumss and sinking Fund payments for the
payment of which other money pledged is not available. Any
income or interest earned by or incremental to the capital
reserve account due to its investment may be transferred to
other, acqaunts of. the authority to an extent that does not
reduce the amount of the capital reserve account below the
sum of minimum capital reserve requirements for the accounte

(3) The authority may not issue bonds secured in whole

or in part by the capital reserve account unless the
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authority secures such deposits in the account from the
proceeds of the bonds issued or from any other sources in an
amount not less than the minimum capital reserve requirement
for the bondsa.

(%) In computing the amount of the capital reserve
accounts securities in which all or a portion of the account
are invested shall be valued at par ory if purchased at less
than pars at their cost to the authority.

Section 18« Maintenance of capital reserve accounte.
(1) In order to assure the maintenance of the capital
reserve accounte the chairman of the authority shalls at
3-month intervals beginning on September ts 1981+ deliver to
the governor a certificate stating the sums if any, required
to restore the capital reserve account to the minimum
capital reserve requirementse. The governcr shall require the
director of the department to remit the sum required to
restore the capital reserve account to the sum of the
minimum capital reserve requirements utilizing revenue
derived from interest earnings from the coal severance tax
permanent trust fund created by Article IXe Section S5s of
the Montana constitutions Al}l such sums shall be deposited
in the capital reserve accounte

(2} Prior to the 1l0th legislative day of each regular
legislative sessions the budget director shall provide the

legislature with an estimate of interest earnings from the
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permanent coal trust funde and 20% of such estimated
interest earnings i5 hereby reserved and pledged for the use
by the authority as specified in this section.

{3) All amounts remitted to the authority by the
director of the department under this section coastitute
advances to any bonds or notes of the authority and shall be
repaid to the state treasury without interest from available
operating revenues of the authority iIn excess of amounts
required for the payment of bondssy notess or other
obligations of the authority for maintenance of the capital
reserve account and operating expensese

Section 19. Refunding obligations -- issuance. The
authority may provide for the issuance of refunding
obligations for refunding any obligations then outstanding
that have been issued wunder [this actls including the
payment of any redemption of the obligations. The issuance
of obligationsy the maturities and other detailss the rights
aof the holdersy and the rightss dutiess and obligations of
the authority are governed by the appropriate provisions of
[this act] that relate to the issuance of obligations.

Section 20« Refunding obligations -- sale. Refunding
abligations may be sold or exchanged for outstanding
obligations issued wunder {this act}. The proceeds may be
applied to the purchasey redemptiony or payment of

outstanding obligations. Pending the application of the
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proceeds of refunding cobligations and other available funds
to the payment of principals accrued interests and any
redemption premium on the obligations being refunded andy if
permitted in the resolution authorizing the issuance of the
refunding obligations or in the trust agreement securing
thems to the payment of interest on refunding obligations
and expenses in connection with refundings the proceeds may
be invested as provided in Title 17+ chapter 6.

Section 2l. Credit of state not pledged. Obligations
issued wunder the provisions of [this act] do not constitute
a debty liabilitys obligations or pledge of the faith and
credit of the states but are payable solely from the
revenues or assets of the authoritys An obligation issued
under {this act] shall contain on the face thereof a
statement to the effect that the state of Montana is not
liable on the obligastions the obligation is not a debt of
the states and neither the faith and credit nor the taxing
power of the state is pledged to the payment of the
principal of or the interest on the obligation.

Section 22. 4Annuvel-sodits--tiy-Fhe--auvthorityis--books
and-records-shati-be-audited-at-teast-once-esch-fiscal-years

$2+--Fhe-—teqistative-—suditor--may-condect—an—audtt—ot
any--tise-—ppon--the--request--of-~the---tegisteative———audit

committees ANNUAL AUDIT. THE AUTHORITY*S BOOKS AND_ RECORDS

MUST _BE AUDITED AT LEAST ONCE_EACH YEAR By THE _LEGISLATIVE
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AUDIT COMMITTEE. THE COST OF THE_AUDIY SHALL BE PAIC 9Y THE

AUTHORITY.

Section 23. Tax exemption of bonds. Sondss notess or
other obligations issued by the authority under [this act]y
their transfers and income (including any profits made on
their sale) are free from taxation by the state cor any
potitical subdivision or other instrumentality of the states
except for inheritances estates and gift taxese. The
authority is not required to pay recording or transfer fees
or taxes on instruments recorded by ita

Section 24. Taxation of projects. (1} Notwithstanding
that title to @ project may be in the authorityy the
projects are subject to taxation to the same extents in the
same mannery and wunder the same procedures as privately
owned property in similar circumstances if the projects are
leased to or held by private interests on both the
assessment date and the date the levy (s made in any vyeare
The projects are not subject to taxation in any year if they
are not leased to or held by private interests on both the
assessment date and the date the levy is made in that vyear.

~ud€y- If persenal property owned by a municipality or
county is taxed under this section and the personal property
taxes are delinquents levy by warrant of distraint for
collection of the delinguent taxes may only be made on

personal property against which the taxes were leviede
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Saction 25« Pledge of the statee In accordance with
the Constitution of the United States and the (onstitution
of the State of Montanas, the state pledges that it will not
in any way impair the ooligations of any agreement between
the authority and the holders of notes and bonds issued Dy
the authoritys including but not limited to an agreement to
administer an economic devetopment program financed by the
tssuance of bonds and to employ & staff sufficient and
competent for this purpose.

-End-
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STATEMENT OF INTENT
HOUSE BILL 798

House Business and Industry Committee

A statement of intent is required Ffor this bill because
it grants rulemaking authority.

Section 5(3)} of the bill authorizes the Montana
economic development authority to adopt all procedural and
substantive rules necessary for the administration of the
acte

It is intended that these rules deal with the terms of
loanss forms for loan applicationss sale of bondss internal
management of the authority®s businesss procedures for
servicing loans by financial institutionss procedures for
acquiring and disposing of propertys and establishing
reserve requirementsa.

Section 5(21) reguires the authority to designate
“primary industries™s which are to be given preference for
1oanss

1t is intended that primary industries be commercialy
manufacturings agriculturals industriale transportations

recreationaly and tourist enterprises.



47th Legislature

10
11
12
i3
14
15
16
17
18
L9
20
21
22
23
24

25

HOUSE BILL NO. 798
INTRODUCED BY HANNAHs FABREGAs De O'HARAs LUNDy WINSLOWe
MARKSs MOOREs FAGGy AZZARAs XITSELMANy SEIFERTe MEYER,
VINCENT s KEMMISs MENAHAN: MATSKOe PHILLIPSy SCHULTZ,

BRIGGSy QUILICIy DUSSAULTe DAILYs HARRINGTON» CONN

A BILL FOR AN ACT ENTITLED: “AN ALT TO CREATE AN ECONOMIC
DEVELOPMENT AUTHORITY; PROVIDING FOR THE ISSUANCE OF BONDS
TO FINANCE PROJECTS; DESIGNATING TYPES OF PROJECTS TO BE
FUNDED; CREATING ACCOUNTS NECESSARY FOR CARRYING OuT THE

PROGRAM; AND PROVIDING RULEMAKING AUTHORITY.™

BE IT ENACTED BY THE LEGISLATURE OF THE STATE COF MONTANA:
Section l. Short title. [This act] shal! be known and

may be cited as the ®“Montana Economic Development Act of

1981".

Section 2. Policy statemente. (!} It is the policy of
the state of Montanas in the interest of promoting the
healths safetys and general welfare of all tne people of the
states to increase job opportunities and to retain existing
jobs by making available through the economic development
authority funds for industrialy commerciale manufacturings

recreatjonals touristsy and health care developments AND_ALL

PHASES OF THE LIVESTOCK AND _AGRICULTURAL INDUSTRY.

{2) The tegislature Finds that:
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(a) a vigorous growing economy is the basic source of
job opportunities;

{b) protection against unemployments its economic
burdenss and the spread of economic stagnation in the areas
affected can best be provided by promotings attractings
stimulatings and revitalizing industrys manufacturings
commerces recreations tourisms and health care facilities in
such areas; and

fc) the state of Montana has a responsibility to help
create a favorable climate Ffor new and improved job
opportunities fFor its citizens by encouraging the
development of businesse

Section 3. Definitionse As used in [this 3ct]s unless
the context requires otherwises the following definitions
apply:

{l) YAuthority" means the economic development
authority created in [section 4]

{2} "Bond"™ means any bonds notes debentures interim
certificates or other evidence of financial indebtedness
issuad by the authority pursuant to [this actl.

{3) “Capital reserve account® means the capital
reserve account provided for in [section 171.

{4) "Composite bond" means a bond issued wunder the
provisions of [this act}s the proceeds of which may be used

to finance more than one projecte

-2~ HB 798
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(5) *™Department™ means the depar tment of
administration provided for in Title 24 chapter 15¢ part 10.

(6) “Mortgage® means a mortgage deeds deed of truste
or other security device.

{7) *"Primary industries™ means industries designated
as suchy from time to timey by the authority.

{8) *Project® means any lands buildings or other
improvement and any other real or personal property
considered necessary in connection therewiths whether or not
in existences that is suitable For use for:

{a) commercial, manufacturings oF industrial
enterprises;

(b) recreation or tourist facilities;

(c) hospitalse long-term care facilitiess or medical
facilities; or

(d) any combination of these projectse

(9) "Project costs®” means the cost of acquiring or
improving any projects including the following:

(a) the actual cost of acquiring or improving reat
estate for any project;

{b) the actua} cost of construction of all or any part
of a project that may be constructeds including architects®
and engineers® fees;

{c} all expenses in commection with the authorizations

saley and issuance of the bonds to finance such acquisition
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or [mprovement;

{d) bond reserves and premiums for insurance of Yease
rentals pledged to pay the bonds; and

{e) the interest on such bonds for a3 reasonable time
prior to constructions during constructions and not
exceeding 6 months after completion of constructione

{10) "Financial institution™ means a bank, savings and
loan associations or credit union authorized to do business
in the state of Montana.

Section 4. Economic development authority -
allocation -- composition —=-~quast-judietat. {1l) There is an
economic development authority consisting of seven members
who shall be informed and experienced in economics or
financee

(3} Two members shall be appointed by the governor as
provided-itn—2-15-124.

{b) One member who is an active participant in the
management of a financial institution shall be appointed by
each of the following:

{i} the president of the senate;

{ii) the minority leader of the senate;

{iii} the speaker of the house; and

{iv) the minority leader of the house.

{c) The six members appointed pursuant to subsections

(1}{2) and (1)(b) shall appoint the seventh members

-t HE 798
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{2} The authority shall elect a chairman and other
necessary officers.
{3} ¥Fhe-authority-is-designated-quasi-judiciat-for—the

purposes THE TERMS OF _MEMBERS OFf __THE _AUTHORITY _EXPIRE

COINCIDENTALLY WITH THE TERMS OF THE APPOINTING OFFICERS.

COMPENSATION OF MEMBERS_ANC FUNCTIONS OF THE AUTHORITY_ _ARE

REGULATED BY SUBSECTIONS (7) AND _(8) of 2-15-124.

{#) The authority 1is allocated to the department of
administration for administrative purposes onlys as provided
in 2-15~121.

{5} TVhe staff of the board of housing created in
2-15-1008 shall also serve as staff of the authority.

(6) A member of the authority may not be considered to
have a conflict of interest under the provisions of 2-2-201
merely because the member is a stockholdery officers or
employee of any business enterprise which may participste in
the authority's programsSe

Section 3. Powers of the authoritye The suthority may:

{1} sue and be sued;

{2} have a seal;

{3) adopt all procedur al and substantive rules
necessary for the administration of [this act]};

{4) make contractss agreementss and other instruments
necessary or convenient for the exercise of its powers under

[this act];
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{5Y enter into agreements or other transactions with
any federals states or local governmental agency or any
person or any domestic or foreign partnerships corporation,
associations or organization in carrying out {this actl};

{6} enter into agreements or other transactions with
and accept grants and the cooperation of any governmental
agency in furtherance of {this act]);

(7} accept servicess appropriationss giftss grantss
bequestss and devises and utilize or dispose of them in
carrying out {this act];

(8) with regard to property:

(@) acquire real or personal property or any rights
interesty or easement therein by gifts purchases transfers
foreclosures leasers or otherwise;

(b} holds sells assigny leasey encumbers mortgages oOr
otherwise dispose of propertys;

{c} holdsy sells assigns or otherwise dispose of any
mortgage or loan owned by it or in its contrel or custody;

{d) release or relinquish any righte titles claims
interests easements Oor demands however acquireds including
any equity or right of redemption in property;

(e} do any of the Fforegoing by public or private saley
with or without public bidding;

{f}) commence any action to protect or enforce any

fright conferred upon it by laws mortgages Jeases contracts

—6— HB 198
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or other agreement;

{g) bid for and purchase property at any foreclosure
or other sale or acquire or take possession of it in lieu of
foreclosure; and

{h) operate, manages lease, dispose ofy and otherwise
deal with such property in any manner necessary or desirable
to protect its interests and the holders of its bonds or
notes consistent with any agreement with such holders;

{9) services contracts and pay for the servicing of
loans;

(10) invest any funds not required For immediate uses
subject to any agreements with its bondholders and
noteholderss as provided in Title 17y chapter 63

{ll1) consenty whenever it considers necessary or
desirable in fulfilling its purposess to the modification of
the rate of interests times and payment of any installment
of principal or interesty securitys or any other term of any
contracts lease agreements loan agreements mortgages
mortgage loans mortgage loan commitments construction loans
advance contracts or agreement of any kinds subject to any
agreement with bdhdholders and notehclders;

(12) collect reasonable interests feess and charges in
connection with making and servicing its lease agreementss
loan agreementss mortgage loanss notess bondsy commitmentss

and other evidences of indebtednesss Interests feess and
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charges shall be timited to the amounts required to pay the
costs of the authoritys including operating and
administrative expenses and reasonable allowances for losses
that may be incurred;

(13) procure insurance or guarantees from any partiess
including governmenta? agenciesy against any loss in
connection with its lease agreementss loan agreementssy
mortgage loanse and other assets or property in amounts and
in the form the authority considers desirable or necessary;

(L4) acquires by constructions purchases devises gifty
leases or any combination of such methodss one or more
projects located within this state;

(15) lease to others any or all of its projects for
such rentals and upon terms and conditionss consistent with
the provisions of [this act]s that the authority considers
advisable;

{16) enter into agreementss upon terms the authority
considers advisable and not in conflict with the provisions
of [this act])s to lcan the proceeds of its bonds to others
fFor the purpose of defraying the cost of acquiring or
improving any project;

{17) issue bondss including composite bondss for the
purpose of defraying the cost of acquiring or improving any
project or projects and securing the payment of such bonds

as provided in [this act};
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{18} sel)l and convey any real or personal property
acquired as provided by subsection (B) and wmake any order
respecting its as may be conducive to the best interest of
the authoritye. Howevers such sale or conveyance is subject
to the terms of any lease but is free and clear of any other
encumbs ancea

{19} make and participate in making loans to
individualss <corporationss and government agencies and
accept guarantees from individualss corporationse and
government agencies of its loans or the resultant evidences
of obligations to the authority;

(20} issue notes and bondsy including composite bonds,
and replace losts destroyeds or mutilated notes and bonds;
and

({21) give preferences in exercising its powerssy to
primary industries as designated by the authoritye.

Section 6. Self-sufficiency of projects. (1} Prior to
the leasing of any project or entering intoc a loan agreement
concerning & projects the authority must determine the
following:

{a) the amount necessary to pay the principal of and
the interest on the bonds proposed to be issued to finance
such project;

{b} the amount necessary to be paid intc any reserve

funds that the authority considers advisable to establish in
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connection with the retirement of the proposed bonds and the
maintenance of the project including taxes; and

{c) the estimated cost of maintaining the project in
good repair and keeping it properly insureds unless the
terms of the lease or loan agreement provide that the lessee
or borrower shall maintain the project and carry all
property insurance with respect theretoc.

(2} The determinations and findings of the authority
required by subsection (1) shall be set forth in the
proceecdings under which the proposed bonds are to be issuede
Prior to the issuance of any bonds authorized by [this act]s
the authority shall lease the project to a lessee or lessees
Oof enter into a i10an agreement with a borrower under a lease
or loan agreement conditioned upon completion of the project
by the lessees or borrowers and providing for payment to the
authority of such rentals or paymentss on the basis of
determinations and findingss that will be sufficient to:

(8} pay the principal of and interest on the bonds
issued to finance the project;

(b} pay the taxes on the project;

{c) build up and maintain any reserves considered by
the authority to be advisable in connection with the
project; and

(d) pay the costs of maintaining the project in good

repair and keeping it properly insuredy uniess the lease or
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loan agreement obligates the lessees or borrowers to pay for
the maintenance and insurance of the projectes

{3} Subject to the limitations of [this act]s the
leases loan agreements or extensions or modifications
thereof may contain other terms and conditions mutually
acceptable to the parties ands notwithstanding any other
provision of law relating to the sale of property owned by
the authoritys an option may be granted to a Tessee to
purchase the project on terms and conditions as may be
mutually acceptable to the parties.

Section 7. toan applications -- institution financinge
{1} The authority shall contract with financial institutions
for review of loan applications and other services related
to the applicationse The authority shall authorize such
institutions to charge & sum equal to L% of the amount
loaned as a service fee.

(2) The financial institution involved in the funding
of a project shall carry as its loan an amount equal to 10%
of the total sum loaned in connection with a project. The
financial institution may secure its percentage of the loan
with security other than the kind of security required by
the authoritye Loans may be made only to qualified
individuals or business entities doing business in the state

of Montanae

{3) No single project may receive a loan from the
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authority in excess of $2 million. Loans made by the
authority may be pooled with other 1loans received by 2
projecte

(4} The authority may subordinate to commercial
financial institutionsy up to 20% of all loans outstanding
on a3 projecty when in its opinion such subordination is
necessary to help a project through a period of expansione

Section 8. Bonds and notes. (1) The authority may by
resolutions issue negotiable notes and bonds in a principal
amount as the authority determines necessary to provide
sufficient funds for achieving any of its purposess
including the payment of interest on notes and bonds of the
authoritye establishment of reserves to secure the notes and
bondse including the reserve funds <created under {section
17]}+ and all other expenditures of the authority incident to
and necessary or cohvenient to carry out [this act]e

{2) The autherity may by resolutions from time to
times I1S5U€e Nnotes to renew notes and bonds or to pay notess
incTuding interests and whenever it considers refunding
expedients refund any bonds by the issuance of new bondse
whether or not the bonds to be refunded have matureds or
issue bonds partly to refund bonds outstanding and partiy
for any of its other purposes.

{3) Except as otherwise expressly provided by

resclution of the authoritys every issue of its notes and
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bonds is an obligation of the authority payable out of any
revenues assetss or money of the authoritys subject only to
agreements with the holders of particular notes or bonds
pledging particular revenuesy assetss Or moneye

{4) The notes and bonds shall be authorized by
resolutions of the aJauthoritys bear a dater and mature at
times as the resolutions provides A nRote may not mature more
than 5 years and a bond may not mature more than 40 vyears
from the date of its issues The bonds may be issued as
serial bonds payable in annual installmentse as term bondss
or as a combination thereof. The notes and bonds shall bear
interest at a rate or ratess be in denominationss be in a
forms either coupon or registeredy carry registration
privilegess be executed in a mannery be payable in a medium
of payments at places within or without the states and be
subject to terms of redemption as provided in resolutions.
The notes and bonds of the authority may be sold at public
or private sale at prices above or below parsy as determined
by the authoritye

(5) The total amount of notes and bonds cutstanding at
any one timey except notes or bonds as to which the
authority®'s obligations have been satisfied and discharged
by refunding or for which reserve for payment or cother means
of payment have been otherwise provideds may not exceed %156

$200 million.
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Section 9. Provisions of bond resolutions. A
resalution authorizing notes or bondss or any issue thereofs
may contain provisionss which shall be a part of the
contract or contracts with the holders thereofs as to:

{1} pledging all or any part of the revenue or
property of the authority to secure the payment of the notes
or bonds or of any issue thereofs subject to existing
agreements with noteholders or bondhoiders;

{2} pledging all or any part of the assets of the
authoritys including lease agreementss loan agreementss
mortgagess and obligations securing themy to secure the
payment of the notes or bonds or of any issue thereofs
subject to existing agreements with noteholders or
bondholders;

{3) the use and disposition of the gross income Ffrom
lease agreementsy Jocan agreementss and mortgages owned by
the authority and payment of principal of mortgages owned by
the authority;

{4) the setting aside of reserves for sinking funds in
the hands of trusteess paying agentss and other depositories
and the regulation and disposition thereof;

{5) timitations on the purpose for which the proceeds
of the sate of notes or bonds may be applied and the pledge
of the proceeds to secure the payment of the notes or bonds

or of any issue thereof;
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{6) limitations on the issuance of additional notes or
bondsy the terms upon which additional notes or bonds may be
issued and secureds and the refunding of ocutstanding notes
or bonds;

{7} the procedures if anys by which the terms of any
contract with noteholders or bondholders may be amended or
abrogateds the amount of notes or bonds the holders of which
must consent theretos and the manner in which such consent
may be given;

{8} & commitment to employ adequate and competent
personnel at reasonable compensétion' salariess feese and
charges as may be determined by the authority in conjunction
with the department and to maintain suitable facilities and
services for the purpose of carrying out its programs;

{9} vwvesting in a trustee such propertys rightss
powerss and duties in trust as the authority determines;

(10} defining the acts or omissions that shaill
constitute a default in the obligations and duties of the
authority to the holders of the notes or bonds and previding
for the rights and remedies of the holders of the notes or
bonds in the event of such defaulte including as a matter of
right the appointment of a receiver. Rights and remedies may
not be inconsistent with the laws of the state and the other
provisions of [this act]); and

(11} any other matters of like or different character
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that in any way affect the security or protection of the
holders of the notes or bonds.

Section 10« Validity of pledge. Any pledge made by the
authority is valid and binding from the time the pledge s
mades The revenuess moneys or property pledged and received
by the authority shall immediately be subject to the lien of
the pledge without any physical delivery or further act. The
lien of any pledge shall be valid and binding against all
parties having claims of any kinds whether in torte
contracts of otherwise against the authoritys irrespective
of whether such parties have notice thereof. Neither the
resolution nor any other instrument by which a pledge is
created is required to be recorded.

Section lle Personat liability. The authority members
and employees of the department are not personalily liable or
accountable by reason of the issuance of or on any bond or
note issued by the authoritye

Section l2e Purchase of notes and bonds -
cancellation. The authoritys subject to existing agreements
with noteholders or bondholderss mays out of any funds
available for that purposes purchase notes or bonds of the
authoritys which shall then be cancelede at a3 price not
exceedings

{1y the current redemption price plus accrued interest

to the next interest payments if the notes or bonds are then
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redeemable; or

{2} the redemption price applicable on the first date
after the purchase on which the notes or bonds bacome
subject to redemption plus accrued interest to that dates if
the notes or bonds are not then redeemable.

Section 13. Trust indenturee (1) In the discretion of
the authoritys the bonds may be secured by a trust indenture
between the authority and a corporate trusteer which aay be
3 trust company or bank having the power of a trust company
either in or outside the state. A trust indenture may
contain provisions for protecting and -enforcing bondholders®
rights and remedies that are reasonables propers and not in
violation of laws including covenants setting forth the
duties of the authority in relation to the exercise of its
powers and the custodys safeguardings and application of all
moneys The authority may provide by a trust indenture for
the payment of the proceeds of the bonds and revenues to the
trustee under the trust indenture of another depository and
for the method of disbursements with safeguards and
restrictions it considers necessarye.

(2) All expenditures incurred in carrying out a trust
indenture may be treated as part of the operating
expenditures of the authority.

Section 14« HNegotiability of bondse Notes and bonds

issuved by the authority are negotiable instruments under the

~-17- HE 798
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Uniform Commercial Codes subject only to the provisions for
registration of notes and bonds.

Section 15« Signatures of authority member s. If
authority members whose signatures appear on notes or bonds
ar coupons cease to be members before the delivery of the
notes or bondss their signatures shall, neverthelesss be
valid and sufficient for all purposess the same as if the
members had remained in office until deliverye.

Section l&e Accounts. The authority shall create the
following separate accounts:

{1} & bond proceeds account into which bond proceeds
shall be deposited;

(2) a capital reserve account as provided in {section
17]; and

(3) an operating account for defraying the operational
costs of the authority.

Section 17. Reserve funds and appropriationss (1) The
authority shall establish a capital reserve account and pay
into it:

t(a) any funds appropriated and made available by the
state for the purpose of the account;

(b) any proceeds of sale of notes or bonds to the
extent provided in the resolutions or indentures of the
authority authorizing their issuance; and

{c) any other funds  which may be available to the
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authority from any other source for the purpose of the
accounte

{2) All funds held in the capital reserve account
shall be used solely for the payment of the principal of or
interest on the Dbonds secured in whole or in part by the
account or the sinking fund payments with respect ¢to the
bondss the purchase or redemption of the bondss the payment
of interest on the bondsy or the payment of any redemption
premium required to be paid when the bonds are redeemed
prior to maturity. Funds in the account may not be withdrawn
at any time in an amount that reduces the account to an
amount tess than the sum of wminimum capital reserve
requirements established in the resolutions or indentures of
the authority for the accounts excepts with respect to bonds
secured in whole or in part by the accounts for the purpose
of making payments when dues of principals interests
redemption premiumsy and sinking fund paysents Ffor the
payment of which other money pledged is not available. Any
income or interest earned by or incremental to the capital
reserve account due to its investment may be transferred to
other accounts of the authority to an extent that does not
reduce the amount of the capital reserve account below the
sum of minimum capital reserve reQuirements for the accounte

{3} The authority may not issue bonds secured in whole

or in part by the capital reserve account unless the
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auvthority secures such deposits in the account from the
proceeds of the bonds issued or from any other sources in an
amount not less than the minimum capital reserve requirement
for the bondse.

(4) In computing the amount of the capital reserve
accounts securities in which all or a portion of the account
are invested shall be valued at par ors if purchased at tess
than pars at their cost to the authoritye

Section 18« Maintenance of capital reserve 3ccounte
(1) In order to assure the wmaintenance of the capital
reserve accountes the chairman of the authority shalls at
3-moath intervals beginning on September !y 1981y deliver to
the governor a certificate stating the sums if any, required
to restore the capital reserve account to the minimum
capital reserve requirements. The governor shall require the
director of the department to remit the sum required to
restore the capital reserve account to the sum of the
minimum capital vreserve requirements utilizing revenue
derived from interest earnings from the coal severance tax
permanent trust fund created by Article IX, section 5« of
the Montana constitutione All such sums shall be deposited
in the capital reserve accounts

{2) Prior to the l0th legislative day of each regular
legistative sessions the budget director shall provide the

legislature with an estimate of interest earnings from the
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permanent coal trust funds and 20% of such estimated
interest earnings is hereby reserved and pledged for the use
by the authority as specified in this section.

{3) All amounts remitted to the authority by the
director of the department under this section constitute
advances to any bonds or notes of the authority and shatl be
repaid to the state treasury without interest from available
operating revenues of the authority in excess of amounts
required for the payment of bondss notese or other
obligations of the authority for maintenance of the capital
reserve account and operating expensess

Section 19. Refunding obligations -- issuance. The
authority may provide for the issuance of refunding
obligations for refunding any obligations then outstanding
that have been issued under [this act]s including the
payment of any redemption of the obligations. The issuance
of obligationss the maturities and other detailse the rights
of the holdersy and the rightsy dutiess and obligations of
the authority are governed by the appropriate provisions of
[this act] that relate to the issuance of obligations.

Section 20« Refunding obltigations -- sale. Refunding
obligations may be s50ld or exchanged for cutstanding
obligations issued wunder [this act]). The proceeds may be
applied to the purchases redemption, or payment of

outstanding obligations. Pending the application of the
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proceeds of refunding cobligations and other available funds
to the payment of principals accrued interests and any
redemption premium on the obligations being refunded ande if
permitted in the resclution authorizing the issuvance of the
refunding obligations or in the trust agreement securing
thems to the payment of interest on refunding obtigations
and expenses in connection with refundings the proceeds may
be invested as provided in Title 17+ chapter &.

Section 2l. Credit of state not pledged. Obligations
issued wunder the provisions of [this act] do not constitute
a debts liabilitys obligations or pledge of the faith and
credit of the states but are payable sclely from the
revenues or assets of the authoritys An obligation issued
under [this act] shall contain on the face thereof a
statement to the effect that the state of Montana is not
lisble on the obligations the obligation is not a debt of
the states and neither the faith and credit nor the taxing
power of the state is pledged to the payment of the
principal of or the interest on the obligation.

Section 2Z2. Annusi-sudits--{i}-Fhe--suthorityts-—books
and-records-shalt-be-sodited-at-teast-once-cach-fiscal-years

t2--Fhe-—tegitstotive-—avdt tor--may-conduct-an-audit—at
any--time--upon——the--request--of--the-~-tregistetive-——audirt

committees ANNUAL AUDITe THE _AYTHORITY®S BOOKS AND_RECORODS

MUST BE AUDITED AT LEAST ONCE EACH YEAR BY THE LEGISLATIVE
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AUDIT _COMMITTEE. THE COST OF THE_AUDIY SHALL BE _PAID 8Y THE

AUTHORITY.

Section 23. Tax exemption of bonds. Bondse notesy Or
other obligations issued by the authority under {this act]s
their transfery and income (including any profits made on
their sale}) are free from taxation by the state or any
political subdivision or other instrumentality of the states
except for inheritances estates and gift taxes. The
authority is not required to pay recording or transfer fees
or taxes on instruments recorded by ite

Section 24« Taxation of projects. (1) Notwithstanding
that title to a project @y be in the authoritys the
projects are subject to taxation to the same extents in the
same manners and wunder the same procedures as privately
owned property in similar circumstances if the projects are
leased to or held by private interests on both the
assessment date and the date the levy is made in any vyears.
The projects are not subject to taxation in any year if they
are not leased to or held by private interests on both the
assessment date and the date the levy is made in that vyeare

(2) If personal property owned by a municipality or
county is taxed under this section and the personal property
taxes are delinquents Jlevy by warrant of distraint for
collection of the delinguent taxes may only be made on

personal property against which the taxes were leviede
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Section 25« Pledge of the states. 1Im accordance with
the Constitution of the United States and the Constitution
of the State of Mcontanas the state pledges that it will not
in any way impair the opligations of any agreement between
the authority and the holders of notes and bonds iSsued by
the authoritye including but not limited to an agreement to
administer an economic development program financed by the
issuance of bonds and to employ a staff sufficient and
competent for this purpose.

~End-
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STATEMENT OF INTENT
HOUSE BILL 798

House Business and Industry Committee

A statement of intent is required for this bill because
it grants rulemaking authority.

Section 5{3} of the biIil)l authorizes the Montans
economic development authority to adopt all procedural and
substantive rules necessary for the administration of the
actes

It is intended that these rules deal with the terms of
loanse forms for loan applicationss sale of bondss internal
management of the authority®s businesss procedures for
servicing loans by financial institutionss procedures for
acquiring and disposing of propertys and establishing
reserve requirementsa.

Section 3(21} requires the authority to designate
"primary industries™, which are to be given preference for
Toans.

It is intended that primary industries be commercialys
manufacturings agriculturals industrials transportations

recreationals and tourist enterprisess
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HOUSE BILL NO. 798
INTROOUCED BY HANNAH+ FABREGAsy D« O'HARAs LUND» WINSLOK,
MARKSs MOOREs FAGGy AZZARAs KITSELMANy SEIFERTe MEYER,
VINCENT s KEMMISe MENAHANs MATSKOs PHILLIPSs SCHULTZ,

BRIGGSe QUILICIs DUSSAULTs DAILYs HARRINGTONy CONN

A BILL FOR AN ACT ENTITLEQ: ™AN ACT TO CREATE AN ECONDMIC
OEVELOPMENT AUTHORETY; PROVIDING FOR THE ISSUANCE OF BONDS
TO FINANCE PROJECTS; DESIGNATING TYPES OF PRJOJECTS TO BE
FUNDED; CREATING ACCOUNTS NECESSARY FOR CARRYING OUT THE

PROGRAM; AND PROVIDING RULEMAKING AUTHORITY.™

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANAZ

Section iI. Short titles [This act] shall be known and
may be cited as the "Montana Economic Development Act of
19681%.

Section 2. Policy stotement. (L} It is the policy of
the state of Montamae in the interest of promoting the
healthy safetys and general welfare of all the people of the
states to increase job oppertunities and to retain existing
jobs by making available through the economic development
authority funds for industrialy commercials manufacturings
recreationals tourists and health care developmenty AND_ALL

PHASES OF THE LIVESTOCK AND AGRICULTURAL INDUSIRY.

{2) The legislature finds that:
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{a} a vigorous growing economy is the basic scurce of
job opportunities;

(b) protection against unempldyments its economic
burdenss and the spread of economic stagnation in the areas
affected can best be provided by promotings attractings
stimulatings and revitalizing industrys manufacturings
commerces recreations tourisms and health care facilities in
such areas; and

{c)} the state of Montana has a responsibility to help
create a Ffavorable climate for new and improved Jjob
opportunities for its citizens by encouraging the
development of businesse.

Section 3. Definitionse As used in fthis act]s unless
the context requires otherwises the following definitions
apply:

(l} *"Authority® means the economic development
authority created in {section 4].

{2) "“Bonc™ wmeans any bonds notes debenture, interim
certificates or other evidence of financial indebtedness
issued by the authority pursuant to {this act}.

£3) ®Capital resarve account® means the capitail
reserve account provided for in [section 17}

{4} *®Composite bond® means a bond issued under the
provisions of [this act)e the proceeds of which may be used

to finance more than one projects

-2~ HB 798
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(5) *"Department® means the department of
administration provided for in Title 2+ chapter 15s part 1G.

{6) ™"Mortgage®™ means a mortgage deeds deed of trusty
or other security devicee

{7) *Primary industries™ means industries designated
as suchy from time to times by the authority.

(8) ™Project™ means any tandy buildinge or other
improvement and any other real or personal property
considered necessary in connection therewiths whether or not
in existences that is suitable for use for:

{a) commerciale manufacturings or industrial
enterprises;

{b} recreation or tourist facilities;

{c) hospitalss tong-term care facilitiess or wmedical
facilities; or

{d} any combination of these projectse

{9) "Project costs" means the cost of acquiring or
improving any projects including the following:

{a}) the actual cost of acquiring or improving real
estate for any project;

(b} the actual cost of construction of all or any part
of a project that may be constructeds including architects®
and engineers® fees;

{c) all expenses in comnection with the authorizations

sales and issuance of the bonds to finance such acquisition
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or i-provénent;

{d) bond reserves and premiums for insurance of lease
rentals pledged to pay the bonds; and

{e) the interest on such bonds for a reasonable time
prior to constructions during constructione and not
exceeding 6 months after compietion of constructione.

{10) "Financial institution™ means a banks savings and
loan associations or credit union authorized to do business
in the state of Montana.

Section 4. Economic development authority -
allocation ~- composition ---quasi—juditerates {1) There is an
economic development authority consisting of seven members
who shall be informed and experienced in economics or
financee

{a) Two members shall be appointed by the governor as
provided—in-2~15-124.

{b) One member who is an active participant in the
management of a financial institution shall be appointed by
each of the following:

(i) the president of the senate;

{ii) the minority leader of the senate;

(iii) the speaker of the house; and

{iv) the minority leader of the house.

(c) The six members appointed pursuant to subsections

{l){a} and {1)(b) shall appoint the seventh member.

- HB 798
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{2) The authority shall elect a chairman and other
necessary officerse '
{3) Fhe-avthority-ts-designeted-quasi—judiciat-for—the

purposes THE TERMS OF_MEMBERS _OF THE AUTHORITY EXPIRE

COINCIDENTALLY WITH THE_ TERMS OFf THE APPDINTING DFFICERS

COMPENSATION OF MEMBERS AND FUNCTIONS OF TYHE _AUTHORITY _ARE

REGULATED BY SUBSECTIONS {7} AND_(8) of 2-15-124.

{4} The authority is allocated to the department of
administration for administrative purposes onlys as provided
in 2-15-121.

{5) The staff of the board of housing created in
2-15-1008 shall also serve as staff of the authority.

(6) A member of the authority may not be considered to
have a conflict of interest under the provisions of 2-2-201
merely because the member is a stockholders officers or
employee of any business enterprise which may participate in
the authority’s programse

Section 5. Powers of the autheritye The authority may:

(1) sue and be sued;

{2) have a seal;

{3) adopt all procedur al and substantive rules
necessary for the administration of [this act];

(4) make contractss agreementss and other instruments
necessary or convenient for the exercise of its powers under

{this act];
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{5) enter intoe agreements or other transactions with
any federaly states or 1local goveramental agency or any
person or any domestic or foreign partnerships coOrporations
associations of organization in carrying out [this act];

(&) enter into agreements or other transactions with
and accept grants and the cooperation of any governmsental
agency in furtherance of [this act];

(7T} accept servicess appropriationss giftss grantss
bequestss and devises and wutilize or dispose of them in
carrying out [this act]; .

{8) with regard to property:

{a) acquire real or personal property or any righty
interesty or easement therein by gifts purchases transfers
foreclosuresy leaser or otherwise;

{b) holds sells assigns leases encumbers» mortgages or
otherwise dispose of property;

{c) holdsy sells assigns or otherwise dispose of any
martgage or loan owned by it or in its control or custody;

(d) release or relinguish any rights title, claim
interesty easements or demands however acquireds including
any equity or right of redemption in property;

(e} do any of the Fforegoing by public or private saley
with or without public bidding;

(f) commence any action to protect or enforce any

right conferred upon it by Yaws mortgages Jeases contracte
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or other agreewent;

t{g) bid for and purchase property at any foreciosure
or other sale or acquire or take possession of it in lieu of
foreclosure; and

(h} operates manages leasey dispose ofs and otherwise
deal with such property in any manner necessary or desirable
to protect its interests and the holders of its bonds or
notes consistent with any agreement with such holders;

{9) servicesy contracts and pay for the servicing of
loans;

(10) invest any Ffunds not required for immediate uses
subject to any agreements with its bondholders and
noteholderss as provided in Title iT, chapter 63

{i1) consent, whenever it considers necessary or
desirable in fulfilling its purposess to the modification of
the rate of interests times and payment of any instaliment
of principal or intereste securitys or any other term of any
contracts lease agreements loan agreements mortgages
mor tgage loans wmortgage loan commitments construction 1ocany
advance contracts or agreesent of any kinds subject to any
agreement with bondholders and noteholders;

{12) collect reasonable interests feess and charges in
connection with making and servicing its lease agreementss
Toan agreementss mortgage loanss notess bondse commitmentse

and other evidences of indebtednesse Interests feess and
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charges shall be limited to the amounts reqQuired to pay the
costs of the authoritys including operating and
administrative expenses and reasonable allowances for losses
that may be incurred;

(13) procure insurance or guarantees from any partiess
including governmental agenciess against any less in
connection with its lease agreements, loan agreementss
mortgyage loanses and other assets or property in 3mounts and
in the form the authority considers desirable or necessary;

[14) acquires by constructions purchases devises gifts
leasey or any combination of swuch methodss one or wore
projects located within this state;

{15) lease to others any or all of its projects for
such rentals and upon terms and conditionsy consistent with
the provisions of [this act)s that the authority considers
advisable;

(16) enter into agreementss upon terms the authority
considers advisable and not in conflict with the provisions
of [this act]e to loan the proceeds of its bonds to others
for the purpose of defraying the cost of acquiring or
improving any project;

(17} issue bondse including composite bondss Ffor the
purpose of defraying the cost of acquiring or improving any
project or projects and securing the payment of such bonds

as provided in [this act}li
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(18} sell and convey any real or personal property
acquired as provided by subsection {8) and wmake any order
respecting ity as may be conducive to the best interest of
the authority. Howevers such sale or conveyance s subject
to the terms of any lease but is free and clear of any other
encumbrances.

(19} make and participate in making loans to
individualss corporationss and government agencies and
accept quarantees from individualse corporations, and
government agencies of its loans or the resultant evidences
of obligations to the authority;

{20) issue notes and bondss including composite bondse
and replace losts destroyeds or mutilated notes and bonds;
and

{21) give preferences in exercising its powersy to
primary industries as designated by the authoritye

Section 6e Self-sufficiency of projects. {l) Prior to
the leasing of any project or entering into a loan agreement
concerning a projects the authority must determine the
fFollowing:

{a} the amount necessary to pay the principal of and
the interest on the bonds proposed to be issued to finance
such project;

{b) the amount necessary to be paid into any reserve

funds that the authority considers advisable to establish in
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connection with the retirement of the proposed bonds and the
maintenance of the project including taxes: and

(c) the estimated cost of maintaining the project in
good repair and keeping it properly insureds unless the
terms of the lease or loan agreement provide that the lessee
or borrower shall maintain the project and carry all
property insurance with respect thereto.

(2) The deter-inatiéns and findings of the authority
required by subsection (1) shall be set forth in the
proceedings under which the proposed bonds are to be issueds
Prior to the issuance of any bonds authoriZed by [this act]s
the authority shall ltease the project to a lessee or lessees
or enter into a loan agreement with a borrower under a lease
or 1oan agreement conditioned upon completion of the project
by the lessees or borrowers and providing for payment to the
authority of such rentals or paymentss on the basis of
determinations and findingss that will be sufficjient to:

(a) pay the principal of  and interest on the bonds
issuved to finance the project;

{b} pay the taxes on the project;

{c) build up and maintain any reserves considered by
the authority to be advisable in connection with the
project; and

{d} pay the costs of maintaining the project in good

repair and keeping it properly insureds unless the lease or

-10- HB 798



B W N

[

10
11

12

13
1%
15
15
17
18
19
20
21
22
23
24

25

HB 0798/02

toan agreement obligates the lessees or borrowers to pay for
the maintenance and insurance of the project.
{3) Subject to the limitations of [this act]s the

Teasey loan agreements oOr extensions or moedifications

thereof may contain other terms and conditions mutually

acceptable to the parties and, notwi thstanding any other

provision of law retating to the sale of property owned by

the authoritys an option may be granted to a lessee to

purchase the project on terms and conditions as may be
mutually acceptable to the parties.

Section 7. Loan applications -- institution financinge
(1) The authority shall contract with financial institutions
for review of loan applications and other services related
to the applicationse The authority shall authorize such
institutions to charge 3 sum equal to 1% of the amount
loaned as a service feee.

(2) The financial institution involved in the funaing
of a project shall carry as its loan an amount equal to 10X
of the total sum Jloaned in connection with a projects The
financial institution may secure its percentage of the loan
with security other than the kind of security required by
the authoritye Ltoans may be made only to qualified
individuats or business entities doing business in the state
of Montanae

(3) No single project may receive a loan from the
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authority in excess of $2 million. Lloans wmade by the
authority may be pooled with other 1oans received by a
projects

{4} The authority may subordinate to commercial
financial institutionss up to 20% of all 1loans outstanding
on a projects when in its opinion such subordination is
necessary to help a project through a period of expansione

Section 8. Bonds and notese {1) The authority may by
resolutions issue negotiable notes and bonds in a principatl
amount as the authority determines necessSary to provide
sufficient funds for achieving any of its purposessy
including the payment of interest on notes and bonds of the
authoritys establ ishment of reserves to secure the notes and
bondss including the reserve funds created wunder [section
1T]s 2nd al) other expenditures of the authority iacident to
and necessary or convenient to carry out [this act Je

{2) The authority wmay by resclutions from time to
times isSsue notes to renew notes and bonds or Lo pay notess
including interests and whenever it considers refunding
expediente refund any bonds by the issuance of new bondsy
whether or not the bonds to be refunded have matureds or
issue bonds partly to refund bonds outstanding and partly
for any of its other purposes.

{3) Except as otherwise expressly provided by

resolution of the authoritys every issue of its notes and
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bonds is an obligation of the authority payable out of any
revenues 3ssetss or money of the authoritys subject-only to
agreements with the holders of particular notes or bonds
pledging particular revenuess assetss Or mMoneys

{4) The notes and boands shal?! be authorized by
resolutions of the authoritys bear a dates and mature at
times as the resolutions provide. A note may rot mature more
than 5 years and a bond may not mature more than 40 years
from the date of its issuee The bonds may be issued as
serial bonds payable in annual installmentss as term bondss
or as a combination thereof. The notes and bonds shall bear
interest at a rate or ratess be in denominationss be in a
forme either coupon or registereds carry registration
privilegess be executed in a manners be payable in a medium
of payments at places within or without the states and be
subject to terms of redemption as provided in resolutionse
The notes and bonds of the authority may be sold at public
or private sale at prices above or below pars as determined
by the authoritye

{5} The total amount of notes and bonds outstanding at
any one times except notes or bonds as to which the
authority*s obligations have been satisfied and discharged
by refunding or for which reserve for payment or other means
of payment have been otherwise provideds may not exceed 156

$200 milliona
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Section 9. Provisions of bond resolutionse. A
resolution authorizing notes or bondse ar any issue thereof,
may contain provisionss which shall be a part of the
contract or contracts with the holders thereofs as to:

(1) pledging all or any part of the revenue or
property of the authority to secure the payment of the notes
or bonds or of any issue thereof, subject to existing
agreements with noteholde;s or bondhotders;

{2) pledging all or any part of the assets of the
authoritys including lease agreementss J10an agreementss
mortgagess and obligations securing thems tO secure the
payment of the notes or bonds or of any issue thereof,
sub ject to existing agreements with noteholders or
bondholders;

{3} the use and disposition of the gross income froma
lease agreementss Jloan agreementss and mortgyages owned by
the authority and payment of principal of mortgages owned by
the authority;

(4) the setting aside of reserves for sinking funds in
the hands of trusteess paying agentss and other depositories
and the regulation and disposition thereof;

(5) limitations on the purpose for which the proceeds
of the sale of notes or bonds may be applied and the pledge
of the proceeds to secure the payment of the notes or bonds

or of any issue thereof;
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i{6) timitations on the issuance of additional notes or
bondss the terms upon which additional notes or bonds may be
issuved and secureds and the refunding of outstanding notes
or bonds;

{T) the procedures if anys by which the terms of any
contract with noteholders or bondholders may be amended or
abrogateds the amount of notes or bonds the holﬁers of which
must consent theretos and the manner in which such consent
may be given;

{8} a commitment to employ adequate and competent
personnel at reasonable compensations salariess feese and
charges as may be determined by the auwthority in conjunction
with the department and to maintain svitable facilities and
services for the purpose of carrying out its programs;

(9) wvesting in a trustee such propertyy rightse
powerss and duties in trust as the authority determines;

{10) defining the acts or omissions that shall
constitute a default in the obligations and duties of the
authority to the holders of the notes or bonds and providing
for the rights and remedies of the holders of the notes or
bonds in the event of such defaults including 35 a matter of
right the appointment of a receivers Rights and remedies may
not be inconsistent with the laws of the state and the other
provisions of [this act]); and

(11) any other matters of like or different character
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that in any way affect the security or protection of the
holders of the notes or bondse

Section 10« Validity of pledge. Any pledge made by the
authority is valid and binding from the time the pledge is
mades. The revenuess moneys or property pledged and received
by the authority shall immediately be subject to the lien of
the pledge without any physical delivery or further acte The
lien of any pledge shall be valid and binding against all
parties having claims of any kinds whether in torts
contracte or otherwise against the authoritys idrrespective
of whether such parties have notice thereof. Neither the
resolution nor any other instrument by which a pledge is
created is required to be recorded.

Section 1ll. Personal Jiabilitys. The authority members
and employees of the department are not personally liable or
accountable by reason of the issuance of or on any bond or
note issued by the authoritye.

Section 12. #furchase of notes and bonds --
cancellations The authoritys subject to existing agreements
with noteholders or bondholderss mays out of any funds
available for that purposes purchase notes or bonds of the
authorityes which shall then be canceleds at a price not
exceeding:

{1) the current redemption price plus accrued interest

to the next interest paymente if the notes or bonds are then
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redeemable; or

{2) the redemption price applicable on the first date
after the purchase on which the notes or bonds become
subject to redemption plus accrued interest to that dates if
the notes or bonds are not then redeemablee

Section i3. Trust indentures. {1) In the discretion of
the authority, the bonds may be secured by a trust indenture
between the authority and a corporate trustees which may be
a3 trust company or bank haviang the power of a trust company
either in or outside the statee A trust indenture may
contain provisions for protecting and enforcing bondholders®
rights and remedies that are reasonables propers and not in
violation of laws inciuding covenants setting forth the
duties of the authority in relation to the exercise of its
powers and the custodys safegqguardinge and application of all
moneyes The J3uthority may provide by a trust indenture for
the payment of the proceeds of the bonds and revenues to the
trustee under the trust indenture of another depository and
for the method of disbursements with safeguards and
restrictions it considers necessarye

(2) Al expenditures incurred in carrying out a trust
indenture may be treated as part of the operating
expenditures of the authority.

Section l4e MNegotiabitlity of bondse Notes and bonds

issued by the authority are negotiable instrusents under the
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Uniform Commercial Codes subject only to the provisions for
registration of notes and bondse.

Section 15« Signatures of authority members. If
authority members whose signatures appear on notes or bonds
or Coupons cease to be neﬁbers before the delivery of the
notes or bondss their signatures shalls nevertheless, be
valid and sufficient for al] purposess the same as if the
members had remained in office until delivery.

Section l6. Accountse The authority shall create the
following separate accounts:

{1} a bond proceeds account into which bond proceeds
shall be deposited;

(2) a capital reserve account as provided in [ section
t7}: and

{3) an operating account for defraying the cperational
costs of the authoritye.

Section iT. Reserve funds and appropriationse (1) The
authori£y shall establish a capital reserve account and pay
into it:

(a} any funds appropriated and made available by the
state for the purpose of the account;

{b} any proceeds of sale of notes or bonds to the
extent provided in the resoclutions or indentures of the
avthority authorizing their .issuvance; and

{c} any other funds which may be available to the
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authority from any other source for the purpose of the
accounte

(2 Al funds bheld in the capital reserve account
shall be used solely for the payment of the principal of or
interest on the bonds secured in whole or in part by the
account or the sinking fund payments with respect to the
bondss the purchase or redemption of the bcnds; the payment
of interest on the bondss or the payment of any redemption
premium required to be paid when the bonds are redeemed
prior to maturity. Funds in the account may not be withdrawn
at any time in an amount that reduces the account to an
amount less than the sum of minimum capital reserve
requirements established in the resolutions or indentures of
the authority for the accounts excepts with respect to bonds
secured in whole or in part by the accountes for the purpose
of making paymenty when dues of principaly interests
redemption premiumsy and sinking fund payments Ffor the
payment of which other money pledged is not available. Any
income or interest earned by or increméntal to the capital
reserve account due to its investment may be transferred to
other accounis of the authority to an extent that does not
reduce the amount of the capital reserve account below the
sum of minimum capital reserve requirements for the accounte.

(3} The authority may not issue bords secured in whole

or in part by the capital reserve account unless the

-9~ HB 798

10
13 1
12
i3
14
15
is6
17
18
19
20
21
22
23
24

25

HB 0798702

authority secures such deposits in the account from the
proceeds of the bonds issued or Ffrom any other sources in an
amount not less than the minimum capital reserve requirement
for the bondse

{4) In computing the amount of the capital reserve
accounty securities in which all or a portion of the account
are invested shall be wvalued at par ors if purchased at less
than pare at their cost to the authority.

Section 18. Maintenance of capital reserve accounts
{1) In order to assure the maintenance of the capital
reserve accounte the chairman of the authority shalls at
3-month intervals beginning on September 1+ 1981,y deliver to
the governor a certificate stating the sume if anys required
to restore the capital reserve account to the minimum
capital reserve requirements. The governor shall require the
director of the department to remit the sum required to
restore the capital reserve account to the sum of the
minimum capital reserve requirements utilizing revenue
derived from interest earnings from the coal severance tax
permanent trust fund created by Article IXe section S5¢ of
the Montana constitution. A1}l such sums shall be deposited
in the capital reserve accounte.

{2} Prior to the LOth tegislative day of each regular
legislative sessions the budget director shall provide the

legislature with an estimate of interest earnings from the
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permanent coal trust funds and 203 of such estimated
interest earnings is hereby reserved and pledged for the use
by the authority as specified in this sectione

{31} All amounts remitted to the authority by the
director of the department under this section constitute
advances to any bonds or notes of the authority and shall be
repaid to the state treasury without interest from available
operating revenues of the authority in excess of amounts
required for the payment of bondsy notes, or other
obligations of the authority for maintenance of the capital
reserve account and operating expenses.

Section 19« Refunding obligations -—- issuances The
authority may provide for the issuance of refunding
obligations for refunding any obligations then outstanding
that have been issued under [this act]e including the
payment of any redemption of the obligations. The issuance
of obligationss the maturities and other detailss the rights
of the holderss and the rightss dutiess and obligations of
the authority are governed by the appropriate provisions of
[this act] that relate to the issuance of obligations.

Section 20. Refunding obligations -- sale. Refunding
obtigations may be sold or exchanged for outstanding
obligations issued wunder [this actle The proceeds may De
applied to the purchases redemptions or paymsent of

outstanding obligationse Pending the application of the
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proceeds of refunding obligations and other available funds
to the payment of principals accrued interests and any
redemption premium on the obligations being refunded andy if
permitted in the resolution authorizing the issuance of the
refunding obligations or in the trust agreement securing
thems to the payment of interest on refunding obligations
and expenses in connection with refundings the proceeds may
be invested as provided in Title 17+ chapter be

Section 21 Credit of state not pledgeds Obligations
issued under the provisions of [this act] do not constitute
a debts liabilitys obligations or pledge of the faith and
credit of the statey but are payable solely Ffrom the
revenues or assets of the authority« An obligation issued
under {this act] shall contain on the face thereof a
statement to the effect that the state of Montana is not
liable on the obligations the obligation is not 3 debt of
the states and neither the faith and credit nor the taxing
power of the state is pledged to the payment of the
principal of or the interest on the obligations

Section 22 Annusi-soditv——{iy-Fhe--suthoritysts-—books
and-records-shetl-be-sudited-at-tease-once-each-fiscal-years

t2y——Fme——tegistartive——auditor--may-conduct —an—audit-ot
any~—-time--upon—-—tihre--request-—of-—-the-—-tegisiotive-—-avdit

committeer ANNUAL _AUDIT. THE AUTHORITY*®S BOOKS AND RECORDS

MUST BE AUDITED AT LEAST ONCE_EACH YEAR BY THE LEGISLATIVE
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AUDITOR_ OR__BY A CONTRACT_ AUDITDR AS DIRECTED BY_ _THE

LEGISLATIVE AUDIT COMMITIEE. THE COST OF _THE AUBIT SHALL __BE

PAID_BY THE_AUTHORITY.

Section 23. Tax exemption of bondse. Bondss notese oOrf
other obligations issued by the authority under [this act]e
their transfers and income {including any profits made on
their sale) are free from taxation by the state or any
political subdivision or other instrumentality of the states
except for inheritances estatey and gifg taxese The
authority is not required to pay recording or transfer fees
or taxes on instruments recorded by ite.

Section 24« Taxation of projectse (1) Notwithstanding
that title to a project may be in the authoritye the
projects are subject to taxation to the same extents in the
same manners and under the sSame procedures as privately
owned property in similar circumstances if the projects are
leased to or held by private interests on both the
assessment date and the date the levy is made in any year.
The projects are not subject to taxation in any year if they
are not leased to or held by private interests on both the
assessment date and the date the levy is made in that year.

{2) If personal property owned by a wsunicipality or
county is taxed under this section and the personal property
taxes are delinquents levy by warrant of distraint for

collection of the del inquent taxes may only be made on
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personal property against which the taxes were levied.

Section 25. Pledge of

the Constitution of the United States and the

state. In accordance with

Constitution

of the State of Montanas the state pledges that it will not

in any way impair the obligations of any
the authority and the holders of notes and bonds

the authoritys including but not limited to an agreement

agreement between

issued Dy

10

administer an economic development program financed by the

issuance of bonds and to employ a

competent for this purposee.

- 24—~
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STATEMENT DF INTENT
HOUSE BILL 798

House Business and Industry Committee

A statement of intent is required for this bLill because
it grants rulemaking authority.

Seection SECTIONS 5{3)s Tf&)s ANO__27({1) of the bild

authorize the Montana economic development authority to
adopt all procedural and substantive rules necessary for the
administration of the acte

It is intended that these rules deal with the terms of
Toanse forms for loan applicationss sale of bondss internal
management of the authority®s Dusinesss procedures for
servicing loans by financial institutionss PROCEDURES_FOR

GUARANTEEING _LOANS UNDER _THE _LDOAN GUARANTY _PROGRAMsy REVIEW

oF LOAN APPLICATIONS » AND procedures for aequtring

REPOSSESSION and disposing of property, and establishing
reserve requirementse

Section S5(21} requires the authority to designate
"arimary industries“s which are to be given preference for
loanse

It s intended that primary industries poe commnercialy
manufacturings agriculturals industrialy transportations

recreationals and tourist enterprises.
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13 HOUSE BILL NO. 798 i authority funds for industrials commercials manufacturinge
2 INTRODUCED BY HANMAH, FABREGAs D. O*HARAy LUNDy WINSLOMWs 2 recreationalys touristg and heatth care developments AND_ALL
3 MARKSy MODRE, FAGGs AZZARAy KITSELMAN, SEIFERT, MEYEQ, 3 PHASES OF THE LIVESYOCK AND_AGRICULTURAL INDUSIRY.

4 VINCENT s KEMMISs MENAHAN, MATSKO. PHILLIPSy SCHULTZ. 4 (2} The legislature finds that:

5 BRIGGSs QUILICIy DUSSAULTy DAILYy HARRINGTON, CONN 5 {3) a4 vigorous growing economy is the basic source of
3 L] job opportunities;

7 A BILL FOR AN ACT ENTITLED: ™AN ACT 70 CREATE AN ECCNOMIC ‘ 7 {b) protection against wunemployments its economic
8 OEVELOPMENT AUTHORITY4——EREATING——AN—-ECONBMIE--DEVELGPMENT 8 burdenss and the spread of economic stagnation in the areas
g BUARANT¥~—FUND4 ~—PREVIBEINE -~ FOR-—FHE-~ISSHUANEE--BF ———GENERAL 9 affected can best be provided by promotings attractings
1n OBt1GATFON--BONDS-—FO--FUNB——-FTHE - GUARANTY¥-FUNB; CREATING AN i0 stimulatings and revitalizing industrys manufactur ings
11 ECONGMIC __DEVELGPMENT GUARANTY _FUND: PROVIDING FOR THE 1§ commerces recreations tourisms and health care facilities in
12 ISSUANCE (OFf BONDS TO FINANCE PROJECTS; DESIGNATING TYPES OF 12 such areas; and

i3 PROJECTS TO BE FUNDED; CREATING ACCOUNTS NECESSARY FoOR 13 (c) the state of Montana has a3 responsibility to help
14 CARRY ING ouT THE PROGRAM; AND PROVIOING RULEMAKING |8 create a favorable climate for new and improved job
15 AUTHORITY o™ 15 opportunities for its citizens by encouraging the
16 16 development of businesse

17 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA: 17 Section 3. Definitionse. As used in [this act]e unless
18 Section le« Short titlee. [This act] shall be known and 18 the context requires otherwises the following definitions
19 may be «cited as the *Montans Economic Development Act of 19 apply:
20 1981%. 20 {1y %Authority"” means the economic development
21 Section 2. Policy statement. (1) It is the policy of 21 authority created in [section &}e.

22 the state of Montanas in the interest of promoting the . 22 (2} ™dond" means any bonde notes debentures interim
23 healthy safetys and general welfare of all tne people of the 23 certificates or other evidence of financial indebtedness
24 states to increase job opportunities and to retain existing 24 issued by the authority pursuant to [this act]e
25 jobs by making available through the economic development 25 {3) "Capital reserve account* means the capital
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reserve account provided for in [section 17]e.

{4) "Composite bond™ means a bond issued under the
provisions of [this act]+ the proceeds of which may be used
to finance mare than one project.

(5) *“Department™ means the department of
administration provided for in Title 2+ chapter 15+ part 10

(6) "Mortgage™ means a mortgage deeds deed of trusts
or other security devicees

(7} "Primary industries™ means industries designated
as suchs from time to times by the authoritye

(B) *"Project™ means any lands buildings or other
improvement and any other real or personal property
cons idered necessary in connection therewiths whether or not
in existences that is suvitable for use for:

{a) commercials manufactur inge or industrial
enterprises;

{b) recreation or tourist facilities;

{c) hospitalse long-term care facilities» or wmedical
facilities; or

{d} any combination of these projects.

{2} "Project costs™ means the cost of acquiring or
improving any projects including the following:

{a) the actual cost of acquiring or improving real

estate for any project;

{2) the actual cost of construction of all or any part
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of a project that may be constructeds including arcnitects®
and engineers® fees;

{c} all expenses in connection with the authorizuationy
sales and issuance of the bonds to finance such acguisition
or improvement;

{(d} bond reserves and premiums for insurance of lease
rentals pledged to pay the bonds; and

te} the interest on such bonds for a reasonable time
prior to constructions during constructions and not
exceeding 6 months after completion of constructions

{10) "Financial institution®” means a banks savincs and
loan associations or credit union authorized to do business
in the state of Montanae.

Section 4. Economic development author;ty -
allocation -~ composition ——-quast-juodietate (1} There is an
economic development authority consisgting of seven members

who shall be informed and experienced in economiCs or

Financee TWO MEMBERS Of _THE _AUTHORITY #uUST_BE ACTIVE

PARTICIPANTS IN THE MANAGEMENT OF A FINANCIAL _INSTITUT1ON
tar(2) ¥Fwo THREE members shall be appointed Ly the

governor as-provided-in-2-15-124 AS_PROVIDED _IN 2-15-124.

thi——Bne—member-who-ts—on—-active-—participant——in-—the
management--of-a-financial-institution—shali-be-appointed-by
each-of-the-foilowings

{3) _THE GOVERNOR SHALL CONSIODER MAKING APPOINTMENTS TO

-G H3 798
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THE AUTHORITYY FROM A PANEL OF NAMES SUBMITTED AS_HERE INAFTER

PROVIDEDS TWQ PERSONS SHALL BEf APPGINTED TO THE PANEL BY

EACH OF THE FOLLOWING_INDIVIODUALS:

(i) the president of the senate;

(ii) the minority leader of the senate;

(iii) the speaker of the house; and

{iv) the minority leader of the house.

ter-~Fme-—stx-members-appornted-porsvant—to-subsections
fi3tay-and—{it{ny-smati-appoint—the—seventh-members

$24--Fhe-authortty-shati-elect——a--eharrman—-—anc-—-other
necessary—officerss

t3t——Fhe—authority-t3-designated-quasr—judictat-foar-the

purposes FHE-~FERMS-——BF--MEMBERS--GF—~FHE-—AUTHORIT¥-EXPERE

EENETOENFALE¥-WEFH-FHE-FERMS—BF —FHE-APPEINTING-BFFFEERS

(%) COMPENSATION _OF MEMBERS _AND__FUNCTIONS OF  THE

AUTHORITY_ ARE__REGULATED BY SUBSECTIONS (7] _AND__(R}) of

2-15~-124.

t43(51 The authority is allocated to the department of
administration for administrative purposes onlys as provided
in 2-15-121a

£5+(8) The staff of the board of housing <creatad in
2-15-1008 shall also serve as staff of the authoritye

t63({7} A member of the authority may not be considered
to have a conflict of interest under the provisions of

2-2-201 merely because the member is a stockinolders officer,
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or employee of any--bosrness—-—enterprise A EINANCIAL
INSTITUTION which may participate in the authority's
programs.

[B) _UNLESS HE I5 A FULL-TIME SALARIED OFFICER__OR

EMPLOYEE DF THIS STATE GR OF A POLITICAL SUBDIVISION OF THIS

STATEs _EACH_MEMBER_ IS ENTITLED TO BE _PAID $25 FOR_cALH _DAY

IN WHICH HE IS ACTUALLY _AND NECESSARILY _ENGAGED IN__THE

PERFORMANCE OF _AUTHORITY DUTIES AND HE IS ALSO _ENTITLED TO

BE_REIMBURSED _FOR__TRAVEL _EXPENSESy AS PROVIDED _F3R _IN

2-18-501 THROUGH_2-13-503y INCURRED WHILE IN_THE PERFORMANCE

OF  AUTHORITY QUTIES. MEMZERS WHO ARE FULL-TIME SALARIED

OFFICERS OR _EMPLOYEES OF __TuHls _STATE__OR__DF_ A POLITICAL

SUBDIVISION OF THIS STATE ARE NOTY ENTITLED TO 3E_COMPENSATED

FOR__THEIR SERVYICE__AS_ MEMBERS BUT_ _ARE_ _ENTITLED _70 8t

REIMBURSED_FOR TRAVEL EXPENSES AS PROVIDED _FOR _IN 2-18-501

THRGUGH 2-18-503.

{9)_ _THE_ _MEMBERS OF _THE AUTHORITY SHALL BE SUBJECT_TO

SENATE CONFIRMATION AS PROVIDED IN Z2-15-124%s

Section 5. Powers of the authoritye. The Juthority may:

t) sue and he sued;

{2) have a2 seal;

{3) adopt all procedural and substantive rules
necessary tor the administration of [this actl:

(&) make contractse agreementss and othar instruments

necessary or convenient for the exercise of its powers under

~&6— H3 798
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[this act];

{5) enter into aygreements or other transactions with
any federals, states or local! governmental agency or any
person or any domestic or foreign partnerships corporations
associations or organization in carrying ocut [this act];

(6} enter into agreements or other transactions with
and accept grants and the cooperation of any governmental
agency tn furtherance of [this act];

{7) accept servicesy appropriationss giftss grantse
bequestses and devises and utitize or dispose of tham in
carrying out [this act]i

(8) with regard to property:

{2} acquire real aor personal property or any rights
intaresty or easement therein by gifts purchases transfers
foreclosures leases or otherwise;

{b} holds sells assigne leasey encumbers mortgages or
otherwise dispose of property;

{c} holds sells assigns or otherwise dispose of any
mortgage or Joan owned by it or in its control or custody;

{d} release or relinquish any righte titles claime
intergsty easements or demands however acquireds incluaing
any, equity or.right of redemption in property;

fey ao any of the foregoing by public or private sales
with or without pubtic bidding;

{f} commence any action to protect or enforce any
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right conferred wupon it by iawes mortgages leases contracts
or other agreement:

{(g) bid for and purchase property at any foreclosura
or other sile or acquire or take possession of i1t in lieu of .
foreclosure; and

{h) opszrates manages leaser dispose ofy and oth-rwise
deal with such property in any manner necessary or desirable
to protect its interests and the hcolders of its bonds or
notes consistent with any agreement with such holders;

{92} services contracts and pay for the servicing of
loans;

{1C) invest any funds not required for immediate uscs
subject to any agreements with its bondholders ang
noteholderss as provided in Title 17¢ chapter nj;

{ll1) consents whenever [t considers necessary or
desirable in fulfilling its purposess to the moaification of
the rate of interesty timey and payment of any instalilment
of principal or interests securitys or any other term of any
contracty Jlease agreements tToan agreements mortgages
mortgage loans mortgage loan commitments construction loane
advance contracts or agreement of any kindy subject to any
agreement with bondholders and noteholders;

t1l2) colliect reasonable interests feess and charges in
connection with making and servicing its Jlease agreementss

loan agreementsSy mortgage loanss notesy bondss commitmentss

~8- Hs 798
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and other evidences of indebtednesses Interestsy feess ana
charges shall be limited to the amounts required to pay the
costs of the authoritys including operating and
administrative expenses and reasonable allowances for lassas
that may be incurred;

t13) procure insurance or guarantees fraom any partiess
including governmental agenciess against any loss in
connection with its lease agreementss 1o0an agreementss
mortgage loanss and other assets or property in amounts and
in the form the authority considers desirable or necessary;

ft4y-acquiresr—by-—constroctrony-pourchasey-devisey——gifey
Fesser——or--any—-combinatton--of--such--methodsy-one-er—-more
srojects—-}ocated-within-thits-statet

+154-tease-to-others-any-or-ati--of--tts--prejects-—for
sueh--rentats-and-vpon-terms-and-condtttonsy-constitent—with
the-provisions-of-feats-aetJr—that-the--anehorrty--constders
advisabiet

+463(14) enter inte agreementss upon terms the
authority considers advisable and not in conflict with the
provisions of [this act]s to loan the proceeds of its bonds
to others for the purpose of defraying the cost of acquiring
or improving any project;

+t#4{15}) issue bondss including composite bonds, for
the purpose of defraying the cost of acquiring or improving

any project or projects and securing the payment of such
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bonds as provided in {this act];

t¥81(16) seil and convey any real or personal property
acquired as provided by subsection (B) and make any order
fespecting itr 35 may be conducive to the best interest of
the authority. Howevarsy such sale or conveyance is subject
to the terms of any iease but is free and clear of any other
encumbrancee.

+194{17) make---and participate in making loans to
individualss corporationss and government agencies UNDER

TERMS__AND_CONDITIONS IT PRESCRIBES_AND_ PURSUANT _TO_[ SECTIoN

7] and accept guarantees from individualss corporationss and
government agencies of its loans or the resultant evidences
of obligations to the authority;

+2684(18) issue notes and bondsy including compostte
bondss and repltace losts destroyeds or mutilated notes and
bonds; and

f21¥(19) give preferences in exercising its powerss to
primary industries as designated by the authoritys

Section 6. Self-sufficiency of projects. (i) Prior to
the leasing of any project or entering into a loan agreement
concerning A& projects the authority must determine the
following:

(a) the amount necessary to pay the principal of and
the interest on the bonds proposed to be issued to finance

such project;
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(b} the amount necessary to be paid into any reserwve
funds that the authority considers advisable to estadlish in
connection with the retirement of the proposed bonds and the
maintenance of the project including taxes; and

[c) the estimated cost of maintaining the project 1n
good repair and keeping it properly insureds unless the
terms of the lease or loan agreement provide that the lessee
or borrower shall maintain the project and carry alil
property insurance with respect theretoe

{2) The determinations and findings of the authority
required by subsection (1) shail be set forth in the
preceedings under which the proposed bonds are to be issueds
Prior to the issuance of any bonds authorized Ly [this actls
the authority shall lease the project to a lessee or lessees
or enter into a l1ocan agreement with a borrower under a lease
or loan agreement conditioned upon completion of the project
by the lessees or borrowers and providing for payment to the
authority of such rentals or paymentsy on the basis of
determinations and findingss that will be sufficient to:

{2l pay the principal of and interest on the bonds
issued to fFinance the project;

(b} pay thegtaxes on the project;

{c} build up and maintain any reserves considered by
the authority to be advisable in connection with the

projecti and

-11- HY 798

10
11
iz
i3
i4
15
16
17
18
19
20
21
22
23
24

25

HB3 0798/03

{d) pay the costs of maintaining the project in 3yood
repair and keeping it properly insuredy unless the leise or
loan agreement obligates the lessees or borrowers to puy for
the maintenance and insurance of the projecte.

{3) Subject to the limitations of [this actly the
lease, Yean agreements or extensions or modificstions
thereof may contain other terms and conditions mustually
acceptable to the parties ands notwithstanding any other
provision of law relating to the sale of property owned by
the authoritys an option may be granted Lo a lessee to
purchase the prcoject on terms and conditions as may bLe
mutually acceptable to the parties.

Section 7. Lloan gpplications -— institution financinga.
(1} The authority shall contract with financial institutions
for review of l1oan applications and other services related
to the applicationss The authority shall authorize such
iastitutions to charge a sum eqeat-vte NDT T3 EXCEED [X of

the amount loaned as a service feey_ PROVIDED _SUCH _F&E__ IS

CONSISTENT WITH _THE _TERMS OF THE INTERNAL REVENUZ CODE_ANC

REGULATIONS ADGPTED THEREUNDER

{2) The financial instjtution involved in the fuading
of a project shall carry as its loan an amount egus! to 10%
of the total sum loaned in connection with & projects. The
financial institution may secure its percentage of the loan

with security other than the kind of security required by

-2~ H3 798




11
12
13
1 X
15
L&
17
18
19
20
21
22
23
2%

25

HB 079B/03

the authoritye. Loans may be made only to qualified
individuals or business entities doing business in the state
of Montana.

{3) No single project may receive a loan from the
authority in excess of $2 million. Loans made uy the
authority may pe pooled with other Jloans received by 2
procjects

tar-——Fhe-—-authortty——-—may- —subordinate-—to-—commeretat
financiat-tnstituttonsy—op-to-Z5%-of-ati--toans—-oatstanding
on-—s-—projecty-—whep-—tn-—ftLs-opinton-sach-subordtAatron—ts
necessary-to-help-a-project-through-a-period--of-——exsanstons

(%) _LDANS MADE BY THE_AUTHORITY MUST BE SECURED BY_ANY

PROPERTY OR _COLLATERAL THE AUTHORITY CONSIDERS NECESSARY.

{5} __THE AUTHORITY SHALL BY RULE ESTABLISH:

(A)__PROCEDURES FOR SOLICITING __AND___EVALUATING

{B)__A SYSTEM FOR EVALUATING APPLICATIONS _CONSIUERING

THE_FOLLOWING CRITERIA:

{1} _THE APPLICANT®*S NET WORTH;

(II) THE  APPLICANT'S _INABILITY TO_ SECURE__ADEQUATE

FINANCING FROM OTHER SOURCES AT AN INTEREST RATE__THAT _WILL

ALLOW A REASONABLE PROSPECY FOR REPAYMENT;

{IY1) THE APPLICANT*S TRAINING_ AND EXPERIENCE_IN_THE

INDUSTRY INVOLYED IN THE PROPOSED PROJECT;

{IV) THE_APPLICANT'S PROSPECTS FOR__SUCCEEDING _IN _THE
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PROPOSED_PROJECY;

{¥) _THE DEGREE TO WHICH THE NEW_OR_INCREASED BUSINESS

RESULTING FROM_THE LOAN WILL MEET THE OBJECTFIVES OF [SECTION

213 AND

{VI) ANY GTHER_FACTORS IT MAY PRESCRIBE.

Section 8. Bonds and notese. (1) The authority may by
resolutions issue negotiable notes and bonds in a principatl
amount as the authority determines necessary to provide
sufficient funds for achieving any of its purposessy
including the payment of interest on notes and bonds of the
authorityes establ ishment of reserves to secure the notes and
bondss including the reserve funds created under [section
17}s and all other expenditures of the authority incident to
and necessary or convenient to carry out [this act}.

(2) The authority may ¢ty resolutions from time to
time. issue notes to renew notes and bonds or to pay notessy
inctuding interests and whenever it considers reafunding
expedients refund any bonds by the issuance of new bondse
whether or not the bonds to he refunded have matureds or
issue bonds partly to refund bonds ocutstanding anag par{ly
for any of its other purposes.

(3} Except as otherwise expressly proviaged oy
resolution of the authoritye every issue of its notes and
bonds is an obligation of the authority payable out of any

Fevenues assetss or money ofF the authoritys subject only to

~14- Hg 798
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agreements with the holders of particular notes or bonds
pledging particular revenuesSs 3SSetSy Or MmONey.

{4} The notes and bonds shall be authorized by
resolutionﬁ of the authoritys bear a8 dates and mature at
times as the resolutions provide. A note m3y not mature more
than 5 years and a bond may not mature more than 40 years
from the date of its issues. The bonds may be js§ued as
serial bonds payable in annual installmentss as term bondss
or as a combination thereof. The notes and bonds shall bear
interest at a rate or ratess be in denominationss be in a
farms either  coupon or registeredy carry registration
privilegess be executed in a manners be payable in a medium
of paymenty at places within or without the statees and be
subject to terms of redemption as provided in resclutionse
The notes and bonds of the authority may be sold at public
or private sale at prices above or below pars as determinea
by the authority.

{S) The total amount of notes and bonds outstanding at
any one times except notes or bonds as to which the
authority's obligations have been satisfied and discharged
by refunding or for which reserve for payment or other means
of payment have been otherwise provideds may not exceed $i56
4288 $50 miltlion.

Section 9. Provisions of bond resolutionss A

resolution authorizing notes or bondss or any issue thereof,
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ma8y contain provisionss which shall %e a part uf the
contract or contracts with the holders thereofy as to:

{1) pledging all or any part of the revenue or
property of the authority to secure the payment of the notes

or bonds or of any issue thereofs subject to existing

- agreements with noteholders or boncholders;

£2) pledging all or any part of the assets of the
authoritys including lease agreementsy loan agreementss
mortgagess and obligations securing thems to secure the
payment of the notes or bonds or of any 1ssue thareofs
subject to existing aqreements with noteholders or
bondholders;

{3) the wuse and disposition of the gross income from
lease agreementss loan agreements, and mortgages owned oy
the authority and payment of principal of mortgages owned Dy
the authority;

{%) the setting aside of reserves for sinking funds in
the hands of trusteess paying agentss and other depositories
and the regulation and disposition thereof;

(9) limitations on the purpose for which the proceeds
of the sale of notes or bonds may be applied and the pledge
of the proceeds to secure the payment of the notes or boends
or of any issue thereof;

{6} limitations on the issuance of additional notes or

bondsy the terms upon which additional notes or bonds may ove

~16- H3 793
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issued and secureds and the refunding of outstanding notes
or bonds;

{7) the procedures if anys by which the terms of any
contract with noteholders or bondholders may bz amended or
abroqgateds the amount of notes or bonds the holders of which
must consent theretos and the manner in which such consent
may be given;

{8) a commitment to employ adequate d4and competent
personnel at reasonable compensations salariess feess and
charges as may be determined by the authority in conjunction
with the department and to maintain suitable facilities and
services for the purpose of carrying out its programs;

{9) wvesting in 3 trustee such propertys rightss
powerse and duties in trust as the authority determines;

{13) defining the acts or omi ssions that shall
constitute a default in the obligations and duties of the
authority to the holders of the notes or bonds and previding
for the rights and remedies of the holders of the notes or
bonds in the evant of such defaulty including as a4 matter of
right the appointment of 3 receiver. Rights and remedies may
not be inconsistent with the laws of the state and the other
provisions of [this act]}; and

(11} any other matters of like or different character
that in any way affect the security or protection of the

holders of the notes or bondse

-171- H3 798

10

11

12

13

14

15

16

17

18

19

21

21

23

24

25

HB 0798,03

Section 10. validity of pledge. Any pledge made by the
authority is wvalid and binding from the time the pledge is
mades The revenuess moneys or property pledged and received
by the authority shall immediately be subject to the lien of
the pledge without any physical delivery or further acte The
lien of any pledge shall be valid and binding agaiast all
parties having claims of any kinde whether in tortye
contracts or otherwise against the authoritys irrespective
of whether such parties have notice thereof. Neither the
resciution nor any other instrument by which a pltedge 1s
created is required to be recorded.

Section lie« Personal liability. The authority members
and employees of the department are not personally liable or
accountable by reason of the issuance of or on any bond or
note issued by the authoritye.

Section 12« Purchase of notes and bonds -
cancellations. The authoritys subject to existing agreements
with noteholders or bondholderss mays out of any funds
available for that purposes purchase notes or bonds of the
authoritys which shall then be «canceleds at a pricz not
exceeding:

(1) the current redemption price plus accrued interest
to the next interest payments if the notes or bonds are then
redeemabie; or

{2) the redemption price applicable on the first date

-18- HB 798
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after the purchase on which the notes or bonds become
subject to redemption plus accrued interest to that dates if
the notes or bonds are not then redeemable.

Section 13« Jrust indenture. {1} In the discretion of
the authoritys the bonds may Pe secured by 3 trust indenture
between the authority and a corporate trusteesy which may be
3 trust company or bank having the power of a trust company
either in or outside the state. A trust indenture may
contain provisions for protecting and enforcing bondholders?
rights and remedies that are reasonables propers and not in
violation of laws including covenants setting forth the
duties of the authority in relation to the exercise of its
powers and the custodys safeguardings and application of all
moneye The Aauthority may provide by a trust indenture for
the payment of the proceeds of the bonds and revenues to the

trustee wunder the trust indenture of another depository and

for the method of disbursements with safeguards and
restrictions it considers necessarys

(2} Al expenditures incurred in carrying out a trust
indenture may be treated as part of the operating

expenditures of the authoritye.

Section 14. Negotiability of bondse Notes and bonds
issued by the authority are negotiable instruments under the
Uniform Commercial Codes subject only to the provisions for

registration of notes and bondse

-19- HB T98

)
3

10

11
12
13
14
15
16
17
18
19
20
Fa !
22
23

24

25

HB 0738/0G3

Section 15+ Signatures of authority membersa. If
authority members whose signatures appear on notes or bonds
or coupons cease to be members before the delivery of ths
notes or bondse their signatures shalls neverthelesss be
valid and sufficient for all purposess the same as if the
members had remained in office until deliverye

Section 1l6e. Accounts. The authority shall create the
following separate accounts:

(1) a bond proceeds account info which bond proceeds
shall be deposited;

{2) a capital reserve account as provided in [section
171;: and

(3) an operating account for defraying the operational
costs of the authoritye. ‘

Section l7T. Reserve funds and appropriations. (1} The
authority shall establish 3 capital reserve account and pay
into it .

{fa) any funds appropriated and made availaple by the
state for the purpose of the account;

{b) any proceeds of sale of notes or bonds to the
extent provided in the resolutions or indentures of the
authority suthorizing their issuance; and

{c) oany other funds which may be available to the

authortty from any other source for the purpose of the

AcCCcouUnt «
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{2} Al} funds held in the capitatl reserve account
statl be used solely for the payment of the principal of or
interest on the bonds secured in whole or 1n part by the
account or the sinking fund payments with respect to the
bondss tne purchase or redemption of the bondss the payment
of interest on the bondss or the payment of any redemption
pramium requirsed to De paid when the bonds are redeemed
pr1or to maturitye Funds in the account may not be withdrawn
at anv time 1n  an amount that reduces the gaccount to an
amount  less than  the sum  of mintmum cap:tal reserve
raquirements established in the resolutions or indentures of
the authority for the accounts excepts with respect to bonds
secured in whole or in part by the accounte for the purpose
of making payments when dues of principal, tnterests
redemption premiumss  and sinking fund payments for the
2ayment of which other money pledged is not available. Any
income or interest earned by or incremental to the capital
reserve account due to its investment may be transferred to
otner  accounts of the authority to an extent that does not
reduce the amount of the capital reserve account below the
sum of minimum capital reserve requirements for the occounte

{4 The authority may not issue bonds secured 1n whole
9r n part by the capital reserve account wunless the
quthority secures such depusits in ths account from the

proceegds of the bonds issued or from any other sources 1n an
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amount not less than the minimum capital reserve requirement
for the bondse.

{4} In computing the amount of the capital reserve
accounts securities i1n which all or a portion ¢of the account
are invested shall be valued at par ores 1f purchased 3t tess
than pars at their cost to the authoritye.

Section-tdv-—Matntenance-of-—capitat-—-reserve--sccounts
+it-—in--oarder--to--assure--the--matrntenance-—-of-the-eapttat
reserve-accounty-the—chatrman—of--the--authortrty--shatiy--at
3-moneh-tntervats-begitnning-on-September-itv-i98tv-detitver—to
the-governor-a-certiftcate-stating—the-sumyr—if-anyr-required
to--restore--the-—capttat--reserve-—-account—-to-—the-mrnimum
capittat-reserve-requirementss—¥he-governor-shali-require-—the
director-af—the-department-to--remrt--the--sum-requrred-——to
restore--the--capttatl--reserve-—account--to—-the-——sun-of—the
mintmum- —captrtai--reserve--reqoirements--utitizing-—-revenae
dertved--frem——interest-earntngs-from-the-cosi-severance-tax
permanent-trust-fond-ereated-by-Artiete-iXy-——-sectton—-5Sy——of
the—-Mantana——constituttons—Atd-such-soms-shali-be-depostted
tn-the-capttat-reserve-accounty

t24-~Prtor-to-the-t8eh-tregistatrve-day-ef-eaeh-~-requtar
{egtstatrve--seasstony--the-budget-director—shali-provide~—the
tegistature-with-an-estimate—of-interest-earnings——-from -the
permanent-—codt-——trust-~fondy-——anmd--28¥--0f--such-—estrmated

1hterest-earnings—ts-hereby-reserved-and-pledged-for-the-uose
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By-the-authority~-as-speerfred-tn-this-sections

31--Att-amoonts—-remitted-—te—-the--avthority—-by-—the
director——of-~—the--department——undar-thits-section-constrtote
advances—to-any-bonds—er—notes-of-the-authority-and-shati-be
repatd-to-the-state-treasury—withovt-interest—from-avoriabie
operating-revenves-of-the-agtherity--—in--excess--of-—amoonts
required--—for-—-the--—payment-—ef--bondsy—-notesy——or-—other
obtigations-of—the-aothority-for-maintenance-of-the-—capitald
resServe—account—and-operating—expensess

Section 18« Refunding obligations -— issuances The
authority may provide for the issuance of refunding
obligations for refunding any obligations then outstanding
that have been issued wunder [this act]s including the
payment of any redemption of the vbligations. The i1ssuance
of obligationss the maturities and other detailss the rights
of the holderss and the rightss dutiessy and obligations of
the authority are governed by the appropriate provisions of
[this act] that relate to the i1ssuance of obligationse.

Section 19« Refunding obligations -- sale. Refunding
obligyations may be sold or exchanged for outstanding
obligations issued under [this act]e The proceeds may be
applied to - the purchases redemptions or payment of
outstanding obligationse Fending the application of the
proceeds of refunding obligations and other available fundgs

to the payment of principals accrued intercstey and any
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redemption premium on the cbligations being refunded ands 1f
permitted in the resclution authorizing the issuance of tne
refunding obligations or in the trust ' agreement securing
thems to the payment of interest on refunding obligetions
and expenses in connection with refundinge the proceeds may
be invested as provided in Title 17+ chapter 5.

Section 20e Credit of state not pledged. Obligations
issued under the provisions of [this act] do not constitute
a debts liabilitys obligations or pledge of the faith and
credit of the states but are payable sol=ly from the
revenues or 4assets of the authoritye. An obligation tssued
under [this act} shall contain on the face thereof a
statement to the effect that the state of Montana 15 not
liable on the obligatiuvne the obligation is not a deut of
the states and neither the faith and credit nor the taxing
power of the state is pledged to the payment of tﬁe
principal of or the interest on the obligatione

Section 2le. Anncat-—aodits-——fi3-Fhe-authorttyts—books
and-records-shati-be-vudited-at-least-once-ecach-frsecat-years

f2}—~Fhe-legisiative-auditor-may-conduct-——an—-audrt—-ot
any--—time——--upon-—the--request--of--the—iegisiattve-—sodit

committess ANNUAL AUDET. THE AUTHORETY®S BOOKS _AND _RECORDS

MUST BE__AUDITED AT _LEAST ONCE EACH_YEAR BY THE LEGISLATIVE

AUDITOR OR_ By A CONTRACT_AUDITOR _AS _DIRECTED 8Y Tak

LEGISLATIVE AUDIT COMMITTEEs THE €COST OF THE AUDRIT SHALL BE

-24- H3 798
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PAID BY THE AUFTHORITY.

Section 22« TYax exemption of bondse. Bondse notess or
other obligations issued by the authority under [this act]s
their transfersy and income {including any profits wmade on
their sale) are free from taxation by the state or any
pelitical subdivision or other instrumentality of the states
except for inheritances estates and gift taxes. The
authority S not required to pay recording or transfer fees
or taxes an instruments recorded by ita.

Section 23e. Yaxation of preojects. {1} Motwithstanding
that title to a gproject wmway be in the authoritys the
projects are subject to taxation to the same extenty In the
same manners and under the same procedures as privately
owned property in similar circumstances if the projects are
leased to or held by private interests on both the
assessment date and the date the levy i1s made in  any vyear.
The projects are not subject to taxation in any year if they
are not leased to or held by privatz2 interests on both the
assessment Jdate and the date the l=z2wy is made in that vyeare.

() if personal property owned by a municipality or
county 15 taxed under this section and the personal oroperty
taxes are delinquents ltevy by warrant of aistraint for
colliection of the delingquent taxes may only be made on
parsonal property against which the taxes were levied.

Section 24. Pledge of the state. In accordance with
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the Constitution of the United States and the Constitution
of the State of Montanas the state pledges that it will not
in any way impair the obligations of any agreement between
the authority and the holders of notes ond bonds issued Dy
the authoritys including but not limited to an agreement to
administer an economic development program financed by the
issuance of bonds and to employ a staff sufficient and
competent for this purposes

SECTION 25  ECONOMIC DEVELOPMENT GUARANTY FUNJ. {1)

FUNDes THE_FUND SHALL BE HELD_BY A TRUSTEE OR _OTHER FIDULTARY

CESIGNATED BY THE AUTHORITY. THERE SHALL BE_DEPOSIYED INTG

THE _FUND_ THE PROCEEDS_ OF YHE_ SALE OF _BONDS AUTHORIZED 3BY

[SECYION 29] AND_SUCH__DYHER__REVENUES AND__ASSETS AS THE

AUTHORITY SHALL CONSIDER _NECESSARY_ _TO _COMPLY WITH _ANY

CONTRACT OR AGREEMENT _ENTERED INTO _BY THE AUTHORITY UNDER

12) THE_ AMOUNTS _IN_THE FUND_SHALL BE USED TO SATISFY

ANY CLAIM RESULTING FROM A DEFAULTED CLOAN. _THE _AMOUNTS N

THE _FUND_

MAY ALSD BE_USED _FOR_ANY_ OTHER PURPGSE DETERMINED

BY THE_AUTHORITY IN_ACCOROANCE WITH GUARANTY CUONTRACTS _WITH

FINANCIAL_ _INSTITUTIGNS ENTERED INTO PURSUANT TG_[THIS ACT Je

INCLUDING WITHUUT LIMITATIONy THE PROTECTION OF THE INTEREST

OF _THE__AUTHORIIY _IN__PROJECTS DURING_ PERICDS _OF ___LOAK

-26~ H3 7938
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SECTION 26. _LOAN GUARANTY PROGRAMe {1} THE AUTHORITY

AY_GUARANTEE AND__MAKE _COMMITMENTS__TO__GUARANTEE_ PAYMENT

0

EGUIREQD__8Y__A__LOAN_ _FOR__ANY_ PROJECT UPON_SUCH_TERMS _AND

([}

ONDITIONS AS THE AUTHORITY_MAY PRESCRIBE_IN_ACCORDANCE WITH

=

THIS ACT1._ _IN__ADMINISTERING THE__GUARANTY PROGRAMs _THE

AUTHORETY MAY REQUIRE THE PAYMENT DF A FEE DR PREMiUM,

ESTABLISH APPLICATION FEESs _AND _PRESCRIBE APPLICATIONy

NOTIFICATIONS CONTRACY ___AND__ GUARANTY _ FORMSy  RULEYs

REGULATIONS AND _GUIDELINES.

(2} A _LOAN GUARANTEED BY THE__AUTHORITY _UNDER __{ THIS

(A)__BE_MADE FOR_A_PROJECT;

{3} BE FINANCED INITIALLY FROM_THE PRGCLEEDS UOF_WOTES

OR_RONDS ESSUED PURSUANT TO [SECTIUN B];

{C)__BE MADE TO_A BORROWER_APPROVED BY THE AUTHURITY OR

LENDING INSTITUTION _AS RESPONSIBLE;

[D) CONTAIN COMPLETE AMORTIZATION PROVISIONS

SATISFACTORY TG_THE AUTHORITY; AND

(E)__BE__IN_SUCH PRINCIPAL AMOUNTs BE IN 3UCH FGRMs AND

CONTAIN SUCH TERMS AND_PROVISIONS WITH RESPECT _I0Q__PRJUPERTY

INSURANCEs __REPAIRS, _ALTERATIONSy _PAYMENT___F__TAXE> _AND

(3)__THE AUTHIRITY_ IS AUTHORIZED FROM _TIME 16 TIME  TgQ

ENTER__INTO GUARANTIESs INSURANCE _CONTRACTS, OR_ANY QTHER

AGREEMENT OR _COUNTRACTS WITH RESPECT TO_THE GUARANTY FUND_AND
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A

NY_GUARANTEED LOANe ANY SUCH _AGREEMENT _OR_ CONTRACT _Mavy

ten

ONTAIN TERMS AND PROVISIONS NECESSARY DR DESI<ASLE IN

CONNECTION _WITH__THE__GUARANTY_ _PROGRAM__SUBJECT___FO___THE

REQUIREMENYS ESTABLISHED» INCLUDING wITHOUT LIMITATION TLRMS

AND PROVISIONS _RELATING _TO_LOAN DOCUMENTATIuM, REVIEW AND

APPROVAL PROCEDURESy ORIGINATION_ AND_ SERVICING _RIGHTS _AND

RESPONSIBILITIES, CEFAULT OBLIGATIONSy _ PROCEQURES _AND

DRLIGATIONSs _AND_ OBLIGATIONS _WITH_ _RESPECT_ TQO__ GUATANTY

CONTRACTS MADE UNDER [THIS ACT Je

L148)__ANY CONTRACT OF GUARANTY MADE BY THE AYTHORITY

UNDER THE AUTHORIZATION OF {THIS ACTY SHaALL PROVIODE _THAT

CLAIMS_ _PAYABLE _THEREUNDER__SHALL__BE_PAID_FRIM_ANY AMGUNTS

ANY AMOUNTS AVATLASLE UNDER__THE TERMS OF  ANY_  APPLICABLE

CONTRACY _OR  AGREEMENT WITH THE FINANCIAL ENSTITUTION wWHICH

ORIGINAFEYD _THE_ GUARANTEED _LOANe THE _OBLIGATION _OF THE

AUTHORITY TO _MAKE _PAYMENTS UNDER ANY SUCH CONTRACT SHALL sF

LIMITED SOLELY T0 SUCH SOURCESy AND_SHALL NOT_CONSYITUTE A

CEST__OR__LIABILITY_ OF THE_ AUTHORITY OR _THE _STATEs ANY

GUARANTY CONTRACT AND_ANY RULEs REGULATIONs OR GUIDELINE _JF

THE _AUTHORITY TMPLEMENTING THE GUARANTY PROGRAM MAY CONTAIM

SUCH_OTHER _TERMSs PROVISIONS OR_CONDITIONS AS THE AUTHORETY

CONSIDERS NECESSARY OR _APPROPRIATEs _INCLUDING_ _wWITHOUT

LIMITATION, THOSE RELATING__TO_THE PAYMENT _OF GUARANTY

PREMIUMS, THE GIVING OF NOTICEe CLAIM PROCEDUREs THE SUURCES
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OF _PAYMENT FOR_CLAIMS, THE PRIORITY OF COMPETING CLAIMS FOR

PAYMENT, THE RELEASE GR_TERMINATION_ _OF _LOAN__ SECURITY _AND

BORROWER L IABILITYs THE TIMING OF _PAYMENTs THE MAINTENANCE

AND DISPOSIYION _OF PROJECTS AND_THE USt OF AMOUNTS RECEIVE

DURING__PERIODS _OF LOAN_DELINGUENCY OR_UPON_DEFAULTs AWD_ANY

OTHER _PROVISION CONCERNING THE RIGHTS OF INSURED _PARTIES R

CONDITIONS TO_ _¥YHE PAYMENT OF GUARANTY CLAIMS. ANY PREMIUMS

FOR_THE GUARANTY OF LOAN_PAYMENTS UNDER__THE PROVISIONS OF

[THIS _ACY] _MaY_ SE DETERMINED ON_SUCH BASESs BE PAYABLE BY

SUCH PERSOMs _AND_BE PAYABLE IN _SUCH AMOUNTS  AND AT SULH

TIAES AS THE _AUTHORITYY SHALL DETERMINEs AND THE AMOUNT_OF

THE_PREMIUM_NEED NOT _BE_UNIFORM__AMONG _THE_ VARICUS _LOANS

GUARANTEED.

{5) _THE MINIMUM RESERVE _REQUIREMENT_FOR_THE cCOUNOMIC

DEVELDPMENT GUARANTY FUND SHALL _BE__10% OF THE AGGRSGATE

AMOUNT _ OF  LOANS _INSURED. NO__LOAN__MAY BE_INSUREJ 8Y_THE

AUTHORETY IF SUCH_LOAN TOGETHER WITH_THE AGGREGATE GF _ALL

QTHER__LODANS__THEN _INSURED _EXCEEDS TEN TIMES THE AHMOUNT OF

FUNDS_AVAILABLE IN THE_ECONCMIC_DEVELOPMENT  CUARANTY_FuND.

SECYION 27. REGUEST _FOR APPROPRIATIONS. (1) IN ORIER

_THE__MAINTENANCE__GF_ THE ECONOMIC  DEV

GUARANTY FUND, THE CHAIRMAN OF THE AUTHORITY_SHALL ON_3E

BEFORE_SEPTEMBER I IN_THE YEAR PRECEDING THE  CONVEMING OF

THE_ _LEGISLATURE DELIVER _¥O THE GOVERNOR A CERTIFICATE

STATEING THE SuMsy TF ANY, REQUIRED TC_ RESTORE THE ECUNOMIC
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DEVELOPMENTY GUARANTY FUND T0___THE MINIMUM RESERVE

REQUIREMENTs THE GOVERNDR_SHALL _INCLUDE_ _IN__THE EXECUTIVE

BUDGET_ _SUBMITTED _TO__THE_ LEGISLATURE _THE SuM REQUIRED TO

RESTORE _THE__ECONOMIC _DEVELOPMENT GUARANTY FUND_ _TO__THE

MINIMUM CAPITAL RESERVE REQUIREMENT.

{2y _AtL AMOUNTIS REMITTED TO THE _AUTHORITY UNDER THIS

SECTION CONSTITUTE LOANS _TO_ THE__AUTHORITY _AND __SHALL _BE

REPAID YO _THE STATE TREASURY WITHOUT INTEREST FROM AVAILABLE

OPERATING REVENUES_ OF _THE__AUTHORITY IN_EXCESS_OF _AMOUNTS

REQUIRED_FOR_THE_GUARANTY _OF LOANS.

Seetton-2dv--beneralt-—-obltqgation--boncs--avthertzed--teo
fund-—economte——devetopment—guaranty—fonde~—tiy—Fhe-beard-of
examtAersy——opon——-the———recommendatiton———of———the-——ecenomic
development-—avthority-created-by-fyection-4jvy-may-tssue-and
seit-generat-ebitgatron-bords-trn-an-amount-not-to-exceed--35
mtttionv-Fhe-Bonds~-shotl-he-itssuedy-soldy-and-retitved-tn—the
same--manper--as--preseribed--in-1¥-5-483-for-the-tong~range
buttding-program-bendsy

t2¥--FThe-proceeds-of-the-sate-of-the--bonds-—-autherized
py-—subsectton-—tit--shati--be--depostted-—tn--the--economie
development—guaranty-fund-as-provided-tn-fsection-254=

SECTION 2B REPORT TO_48T# LEGISLATURE. TYHE AUTHORITY

SHAEL INVESTIGATE FHE FEASIBILITY OF GUARANTEEING LOANS OF

THE__AUTHORITY _THROUGH__METHODS _OTHER _THAN _THE ECONOMIC

DEVELOPMENT GUARANTY FUND__PROVIDED _FOR__In_ [ SECTIONS 25

-30~ HB T98
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THROUGH 27] SUCH_ _AS GUARANTEEING _LDANS TFAROUGH PRIVATEL

INSURANCE COVERAGEs THE AUTHORITY SHALL REPORT_ITS FINDINGS

IO _THE 48TH LEGISLATURE AND_MAXE RECOMMENDATIONS CONCERNING

OR__TG__REPLACE _IT WITH__ A_MORE APPROPRIATE METHUD OF _LDAN

GUARANTY.

SECTION_29« CDOORDINATION INSTRUCTIONS _If %z 432 IS

PASSED #BY THE 4#TTH LEGISEATURE AND_APPROVED BY THE GOVERNORSs

THE_*DEPARTMENT™ AS OEFINED IN SUBSECTION {5) UF [SELTIDON 3]

AND_ _TO_ WHICH THE AUTHORITY IS ALLOCATED IN_SUSSECTIONS (5)

AND_(6) OF [SECTION 4]s SHALL BE _CHANGED_FROM_THE OEPARTMENT

-End-
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April 13, 1981

SENATE COMMITTEE OF THE WHOLE

Proposed amendments to House Bill 798, third reading copy,
as follows:

That the following amendments of the Senate
Standing Committee on Taxation, dated April
6, 1981, be amended to read as follows:

1. Title, line 8.

Following: "AUTHORITY"

Insert: ". CREATING AN ECONOMIC DEVELOPMENT
GUARANTY FUND"

17. Page 24.

Following: 1line 10.

Insert: Sections 25 through 27.
Strike: Section 28.

Renumber: Sections 29 and 30.
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SENATE STANDING COMMITTEE REPORT . X
(Taxation) (9} The members of the authority shall be subject to senate con-
firmation as provided in 2-15-124."
That House Bill No. 798 be amended as follows: .
9. Page 8, lines 10 through 16.

1. Title, line 8 Following: line 9
Following: “AUTHORI¥Y" Strike: 1lines 10 through 16
insert: "; CREATING AN ECONOMIC DEVELOPMENT GUARANTY FUND; PROVIDING =0X Renumber: subseqguent subsections.

THE ISSUANCE OF GENERAL OBLIGATION BORDS TO FUND THE GUARANTY FUND"
10. Page 9, line 7.
“~llowing: *(l9f

rike: "make and’

2. Page 4, line l4.
following: "financel’

tnsert: "Two members of the authority must be active participants
in the management of a financial institution.” i, Pag= 3, line 8.
Followingy: ""eazencies"
3. Page 4, line 15. insert: "under terms and conditions it prescribes aad pursuant to
Tocllowing: line 14 [section 7]*
Strike: "(a) Two"
Insert: "{2) Three" 12. Page 11, line 15
“ollowing: “governor" . Following: "sum-"
Reinsert: stricken language through line 16. Strike: "equal to"
Insert: "not to exceed™
4, ~rFage 4, line 17.
“ollowing: 1line 16 13. page 11, line 6.
strike: lines 17 through 19. . . X L Following: "fee"
Insert: "{3) The governcr shall consider making asgointments to tne Insert: 7, provided such fee is consistent with the terms of the
authority from a panel 2f names submitted as hereinafter providsd, internal revenue code and regulations adopted thereunder™ the
Two rzrsons shall be ar»ointed to the panel by each of the following

individualst" . l4. Page 12, lines 4 through 7.
Renumber subsequent subszctions. Strike: subsection (4) in its entirety
5. age 4, line 24. Following: 1line 7
Following: line 23 ) Insert: "(4) Loans made by the authority must be secured by any property
Strike: line 24 through line 5 on page 5. or collateral the authority considers necessary. )
(5) The authority shall by rule establish:
{a) procedures for soliciting and evaluating applications;

Following: line S (k) a system for evaluating applications considering the
Insert: "(4)" . following criteria:
renumber: subseguent sectilons (i) the applicant's net worth;

{ii) the applicant's inability to secure adequate financing from
other sources at an interest rate that will allow a reasonable prespect
for repayment;

6. Page 5, line 6.

7. Page 5, line 16.
rollowing: "employee of"

Strike: :any.busipessIentgrpr%se: . (iii) the applicant's training and experience in the industry
Insert: a financial institution involved in the proposed project;

5. line 18 (iv) the applicant's prospects for succeeding in the proposed
8., Page S5, line . project;
Fo ings: ine 1 . . . )
i:iéizfng"(a§lgnlp;s he is a full-time salaried officer or employee of v) the degree to which the new or increased business resulting

; ; . from the lcan will meet the objectives o i P
this state or of a political subdivision of this state, each menber (vi) any other factors it]ma; p§85ciig:?stlon 21; and
ig entitled to be paid $25 for each day 1in whlch_he is §ctually an§ R PO N o

necessarily encgaged in the performance of authority duties §nd he is 15. Page 13, line 25.su sections.

also entitled to be reimbursed‘for travel_exp?nses, as provided for Following: line 24

in 2-18-501 through 2-18-503, incurred while in the performance of Strikes "$200"

authority duties. Members who are Fu}l—tlme s§1§r}ed officers or Insert: "S5O

arployees of this state or of a political subdivision of this state

are not entitled to be compensated for their service as mgmbers bu;
are entitled to be reimbursed for travel expenses as provided for in
2-18-501 through 2-18-503.

16. Page 20, line 9 through line 11 on page 21.
“trike: section 18 in its entirety.
Fenumber:  Subsequent sections.



Page 3
House Bill No. 798

17. Page 24,
rollowing: 1line 10
Thsert: "Section 25 Economic development guaranty fund. (1)
The authority shall create an economic development guaranty fund,.
The fund shall be teld by a trustee or other fiduciary designated
by the authority. There shall be deposited into the fund the proceeds
of the sale of boncs authorized by Isection 29) and such other
revenues and assets as the authority shall consider necessary
to comply with any contract or agreement entered into by the
authority under [this act]. i )

(2) The amounts in the fund shall be used to satisfy any claim
resulting from a defaulted loan. The amounts in the fgnd may also
be used for any other purpose determined by the authority in
accordance with guaranty contracts with financial institutions
entered into pursuant to [this act]. including without IimiFatlon,.tne
protection of the interest of the authority in projects during pericds
of loan delinguency or upon loan defaults,

Section 26. Loan guaranty program,., (1) The authorit¥ may
guarantee and make commitments to guarantee payment required by a
lcan for any project upon such terms and conditions as_the §uthor1ty
may prescribe in accordance with [this act]. 1In administering the
guaranty program, the authority may require the payment of’a fge
or premium, establish application fees, and prescribe app}lcatlon,
notification, contract and guaranty forms, rules, regulations and
guidelines. )

{2) A loan guaranteed by the authority under [this act] shall:

{a) be made for a project;

{b) be financed initially from the proceeds of notes or bonds
issued pursuant to [section 8]; ) .

{c) be made to a borrower approved by the authority or lending
instituticn as responsible; .

(d} contain complete amortization provisions satisfactory to
the authority; and .

{e) be in such principal amount, be in such form! and contain
such terms and provisions with respect to property lnsurance,
repairs, alterations, payment of taxes and assessments, delinguency
charges, and default remedies. ] ) .

(3) The authority is authorized from time to time to enter into
guaranties, insurance contracts, or any other agreement or contracts
with respect to the guaranty fund and any guaran?egd loan. any such
agreement or contract may contain terms and provisions necessary or
desirable in connection with the guaranty program sgbject to the
requirements established, including without limitaFlon terms
and provisions relating to loan documentation, review anq §p§r9va1
procedures, origination and servicing rights and respon5}b1l%t1es,
Gafault obligations, procedures and obligations, and cbligations
with respect to guaranty contracts made under [this act].

(4) zay contract of guaranty made by the authority under the
z:thorization of fthis act! shall provide that claims payable thereunder
shall be paid from any amounts available in the economic development
guaranty fund and from any amounts available under the terms of any
applicable contract or agreement with the financial institution which
originated the guaranteed loan. The obligation of the authority to
make payments under any such contract shall be limited solely to
such sources, and shall not constitute a debt or liability of the
authority or the state. Any guaranty contract and any rule,
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ragulation, or guidesiine of the authority implenenting the guaranty
program may contain such other terms, provisions or conditions as the
authority considers necessary or appropriate, including without
limitation, those relating to the payment of guaranty premiuns, the
giving of notice, claim procedure, the sources of payment for claims,
the priority of competing claims for payment, the release or termination
of loan security and borrower liability, the timing of payment, the
maintenance and disposition of projects and the use of amounts received
during periods of loan delinquency or upon default, and any other
vrovisicn concerning the rights of insured parties or conditicns to

the payment of guaranty claims. Any premiums for the guaranty of

loan payments under the provisions of [this act] may be determined

on such basis, be pavable by such person, and be pavable in such
amounts and at such times as the authority shall determine, and the
zmount of the premium nszed not be uniform among the variocus loans
guaranteed. i

{5) The minimum reserve reguirzment for the economic dsvelopment
guaranty fund shall be 10% of the aggregate asnount of loans insured,
No loan may be insured by the authority if such loan together with
the aggregate of all other lcans then insured exceeds ten times
the amount of funds available in the economic development guaranty
fund.

Section 27. Reguest for appropriations. (1) In order to assure
the maintenance of the economic development guaranty fund, the
chairman of the authority shall on or before September 1 in the year
preceding the convening of the legislature deliver to the governocr a
certificate stating the sum, if any, required to restcre the economic
development guaranty fund to the minimum reserve reguirement, The
governor shall include in the executive budget submitted to the
legislature the sum required to restore the economic development
guaranty fund to the minimum capital reserve requirement.

(2). A1l amounts remitted to the authority under this section
constitute loans to the authority and shall be repaid to the
state treasury without interest from available operating revenues
of the szuthority in excess of c:i.unts rveguired for the guaranty
of loans.

Section 8. General obligation bonds authorize? to- fu-d n1i
development.gua:anty fund. (1) The board of examin=srs, u;gg Eggnomlc
recommendation of the economic develcpment authority creatad by
fsection 4], may issue and sell general obligation bonds ir an
amount not to exceed $5 million. The bonds shall be issued, sold
and retired in +he same manner as prescribed in 17-5-403 for the !
long-range buil’ing program bonds.

(?) The procceds of the sale of the bonds authorized bv sub-
section (1) shall be deposited in the economic development guarant
fund as grovideé in [section 25 ." ) Y
. Section 29. Report to 48th legislature. The authority shall
investigate the feasibility of guaranteeing loans of the anthority
throggh methods other than the economic development guaranty fund
provided fqr in [section 25 through 27] such as guaranteeing loans
Fhrough private insurance coverage. The authority shall report’
its flnqlngs to the 48th legislature and make recommendations
concerning whether to continue the ecconomic development guaranty
fund or to replace it with a more appropriate method of loan guaranty.
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Section 30. Coordination iastruction If SB 432 i e
) . ast . s passed
by thel47th.leglslatu§e and approved by the governor, thep”departm&nt”
as defined 1n_subsectlop {5) of [section 3] and to which the authority
1s allocated in subsections (5) and (6) of [section 41, shall be

changed from the despartment of administration to the department of
comnnerce,"” ‘

April 6, 1981

SENATE STANDING CCMMITTEE REPCRT
{Taxation)

That House Bill No. 798 Sta

nent of Intent be amended as follows:

1. Statem=nt of intent, line 7.
following: line 6

Strike: "Section”

Insert: "Secticns” -

2. Statement of intent, line 7.

Following: "5(3)"
Insert: ", 7(4}, and 27(1)"

3. Statement of intent, line 14,

Following: "institutions,”

Insert: ‘'procedures for guaranteeing lcans under the lcan guaranty program,
review of loan applications, and"

4. L nt of intent, line 15.
Followi line 14

S+rike: “acguiring”

I.sert:  “repossession”



