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OF BONOS 

DESIGNATING TYPES OF PROJECTS TO BE 

FUNDED; CREATING ACCOUNTS NECESSARY FOR CARRYING OUT THE 

PROGRAM; AND PROVIDING RULEHAKING AUTHORITY.• 

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

Section 1. Short title. [This act] shall be known and 

rr;ay be cited as the •Montana ::=conomic Cleveloplf:ent Act of 

1981". 

Section 2. Policy statement. {1) It is the policy of 

the state of Montana• in the interest of promoting the 

health, safetyo and general welfare of all the people of the 

state, to increase job opportunities and to retain existing 

jobs by making available through the economic development 

authority funds for industrial, commercial, manufacturing; 

recreational, tourist, and health care development. 

{2) The legislature finds that: 

(a) a vigorous growing economy is the basic source of 

job opportunities; 

{b) protection against unemployment, its economic 

burden5t and the spread of economic stagnation in the areas 
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affected can best be provided by pronating, attracting, 

stimulating, and revitalizing industryo manufacturing, 

commerce, recreation, tourism, and health care facilities in 

such areas; and 

(c) the state of Montana has a responsibility to help 

create a favorable climate for new and improved job 

opportunities for its citizens by encouraging the 

development of business. 

Section 3. Definitions. As used in [this act] 9 unless 

the context requires otherwise, the following definitions 

apply: 

(11 •Authority• means the economic development 

authority created in [section 4]• 

(2} •Bond• means any bond, note, debenture, interim 

certificate, or other evidence of financial indebtedness 

issued by the authority pursuant to [this act]. 

(3) •capital reserve account• means 

reserve account provided for in [section 17]• 

the capital 

(4) "Composite bond• means a bond issued under the 

provisions of [this act], the proceeds of which may be used 

to finance more than one project. 

(5) •Department• 11eans the department of 

administration provided for in Title 2o chapter 15o part 10. 

(6) "Mortgage• w-eans a mortgage deed, deed of trust, 

or other security device. 
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(7) "Primary industries• means industries designated 

as such, from time to time, by the authority. 

(8) •Project• means any land, building, or other 

improvement and any other real or personal property 

considered necessary in connection therewith, whether or not 

in existence, that is suitable for use for: 

(a) commercial, 

enterprises; 

manufacturing, 

{b) recreation or tourist facilities; 

or industrial 

(c» hospitals, long-term care facilities, or medical 

facilities; or 

(d) any combination of these projects. 

(9) •Project costs• means the cost of acquiring or 

improving any project, including the following: 

(a) the actual cost of acquiring or improving real 

estate for any project; 

(bJ the actual cost of construction of all or any part 

of a project that may be constructed, including architects• 

and engineers• fees; 

(c) all expenses in connection with the authorization, 

sale, and issuance of the bonds to finance such acquisition 

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 construction, during construction, and not 

exceeding 6 months after completion of construction. 

(10) •Financial institution• means a bank, savings and 

loan association, or credit union authorized to do business 

in the state of Kontana. 

development authority Section 4• Economic 

allocation -- composition quasi-judicial. (1) There is an 

economic development authority consisting of seven members 

who shall be informed and experienced in economics or 

finance. 

(a) Two members shall be appointed by the governor as 

provided in 2-15-124• 

(b) One .e8ber 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 appoint the seventh member. 

(2} The authority shall elect a chairman and other 

necessary officers. 

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

purposes of 2-15-124• 
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(4) The authority is allocated to the department of 

administration for administrative purposes only, 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 stockholder, officer, or 

employee of any business enterprise which may participate in 

the authority's programs• 

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

(1) sue and be sued; 

(2) 

(3) 

have a seal; 

adopt all procedural and substantive rules 

necessary for the administration of [this act]; 

(4) make contracts, agreements, and other instruments 

necessary or convenient for the exercise of its powers under 

[this act]; 

(5) enter into agreements or other transactions with 

any federal, state, or local governmental agency or any 

person or any domestic or foreign partnership, corporation, 

association, or organization in carrying out [this act]; 

(6) enter into agreements or other transactions with 

and accept grants and the cooperation of any governmental 

agency in furtherance of [this act]; 

-5-

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

lC 2325/01 

(7) accept services, appropriations, gifts, grants, 

bequests, and devises and utilize or dispose of them in 

carrying out [this act]; 

(B) with regard to property: 

(a) acquire real or personal property or any right, 

interest, or easement therein by gifto purchase, transfer, 

foreclosure, lease, or otherwise; 

(b) hold, sell, assign, lease, encumber, mortgage, or 

otherwise dispose of property; 

(c) hold, sell, assign, or otherwise dispose of any 

mortgage or loan owned by It or in its control or custody; 

(d) release or relinquish any right, title, claim, 

interest, easement, or demand, however acquired, 

any equity or right of redemption in property; 

including 

{e) do any of the foregoing by public or private sale, 

with or without public bidding; 

(f) commence any action to protect or enforce any 

right conferred upon it by law, mortgage, lease, contract, 

or other agreement; 

(g) bid for and purchase property at any foreclosure 

or other sale or acquire or take possession of it in 1 ieu of 

foreclosure; and 

(h) operate, manage, lease, dispose of, and otherwise 

deal with such property in any manner necessary or desirable 

to protect its interests and the holjers of Its bonds or 
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notes consistent with any agreement with such holoers; 

(9) service, contract• and pay for the servicing of 

loans; 

(10) invest any funds not required for immediate use, 

subject to any agreements with its bondholders and 

noteholders, as provided In Title 17, chapter 6; 

(11) consent, whenever it considers necessary or 

desirable in fulfilling its purposes, to the modification of 

the rate of interest, time, and payment of any installment 

of principal or interest, security, or any other term of any 

contract, lease agreement, loan agreement, mortgage, 

mortgage loan, mortgage loan commitment, construction loan, 

advance contract, or agreement of any kind, subject to any 

agreement with bondholders and noteholders; 

(12) collect reasonable interest, fees, and charges in 

connection with making and servicing its lease agreements, 

loan agreements, mortgage loans, notes, bonds, commitments, 

and other evidences of indebtedness. Interest, fees, and 

charges shall be limited to the amounts required to pay the 

costs of the authority, including operating and 

administrative expenses and reasonable allowances for losses 

that may be incurred; 

(13) procure insurance or guarantees from any parties, 

including governmental agencies, against any loss in 

connection with its lease agreements, loan agreements, 
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mortgage loans, and other assets or property in amounts and 

in the form the authority considers desirable or necessary; 

(14) acquire• by construction, purchase, devise, gift, 

lease, or any combination of such methods, 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 conditions, consistent with 

the provisions of [this act], that the authority considers 

advisable; 

(16) enter into agreements, upon terms the authority 

considers advisable and not In conflict with the provisions 

of [this act], to loan the proceeds of its bonds to others 

for the purpose of defraying the cost of acquiring or 

improving any project; 

(17) Issue bondso including composite bonds, 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 subsecti~n (S} and make any order 

respecting it, 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 loans to 
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and gove~nment agencies 

individuals, co~poratlons, 

and 

and 

government agencies of its loans o~ the ~esultant evidences 

of obligations to the authority; 

(20) issue notes and bonds, including composite bonds, 

and replace lost, destroyed, o~ mutilated notes and bonds; 

a~d 

(21) give p~eference, in exe~cising its powe~s, to 

prima~y indust~ies as designated by the autho~ity. 

Section 6. Self-sufficiency of projects. (1) Prior to 

the leasing of any project or entering into a loan agreement 

conce~ning a project, the autho~ity must dete~mine the 

following: 

(a) the amount necessary to pay the principal of and 

the interest on the bonds p~oposed to be issued to finance 

such p~oject; 

(b) the amount necessa~y to be paid into any reserve 

funds that the autho~ity conside~s advisable to establish In 

connection with the ~etirement of the proposed bonds and the 

maintenance of the project including taxes; and 

(c) the estimated cost of maintaining the project in 

good ~epair and keeping it p~ope~ly insu~ed, unless the 

terms of the lease or loan agreement p~ovide that the lessee 

or bor~ower shall maintain the p~oject and ca~ry all 

p~ope~ty insurance with ~espect the~eto. 
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the authority 

forth in the 

proceedings unde~ which the proposed bonds are to be issued. 

P~ior to the issuance of any bonds autho~ized by [this act], 

the autho~ity shall lease the p~oject to a lessee or lessees 

o~ ente~ into a loan agreement with a borrower under a lease 

or loan ag~eement conditioned upon completion of the project 

by the lessees o~ bor~owers and p~ovidlng for payment to the 

authority of such ~entals o~ payments, on the basis of 

dete~minations and findings, that will be sufficient to: 

(a) pay the p~incipal of and interest on the bonds 

issued to finance the project; 

(b) pay the taxes on the p~oject; 

(c) build up and maintain any ~ese~ves considered by 

the autho~ity to be advisable in connection with the 

project; and 

(d) pay the costs of maintaining the p~oject in good 

repai~ and keeping it p~operly insured, unless the lease or 

loan agreement obligates the lessees or bo~~owe~s to pay for 

the maintenance and insurance of the project. 

(3) Subject to the limitations of [this act], the 

lease, loan agreement, o~ extensions o~ modifications 

the~eof may contain other te~ms and conditions mutually 

acceptable to the parties and, notwithstanding any othe~ 

p~ovision of law relating to the sale of p~ope~ty owned by 
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1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20. 

21 

22 

23 

24 

25 

LC 2325/01 

the authority, 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 financing. 

(1) The authority shall contract with financial institutions 

for review of loan applications and other services related 

to the applications. The authority shall authorize such 

institutions to charge a sua equal to 1% 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 authority. Loans may be made only to qualified 

individuals or business entities doing business in the state 

of ~ontana. 

(3) No single project may 

authority in excess of S2 

authority may be pooled with 

project. 

receive a loan from the 

million. loans made by the 

other loans received by a 

(4) The authority may subordinate to commercial 

financial institutions, up to 20% of all loans outstanding 

on a project, when in its opinion such subordination is 

necessary to help a project through a period of expansion. 
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Section a. Bonds and notes. (1) The authority may by 

resolution, issue negotiable notes and bonds in a principal 

amount as the authority determines necessary to provide 

sufficient funds for achieving any of its purposes, 

including the payment of interest on notes and bonds of the 

authority, establishment of reserves to secure the notes and 

bonds, including the reserve funds created under [section 

17]• and all other expenditures of the authority incident to 

and necessary or convenient to carry out [this act]. 

(2) The authority may by resolution, from time to 

timet issue notes to renew notes and bonds or to pay notes, 

including interest, and whenever it considers refunding 

expedient• refund any bonds by the issuance of new bonds, 

whether or not the bonds to be refunded have matured, or 

issue bonds partly to refund bonds outstanding and partly 

for any of its other purposes. 

(3) Except as otherwise expressly provided by 

resolution of the authority, every issue of its notes and 

bonds is an obligation of the authority payable out of any 

revenue, assets, or money of the authority, subject only to 

agreements with the holders of particular notes or bonds 

pledging particular revenues, assets, or money. 

(4) The notes and bonds shall be authorized by 

resolutions of the authority, bear a date, 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 'tO years 

from the date of its issue. The bonds may be issued as 

serial bonds payable in annual installments, as term bonds, 

or as a combination thereof. The notes and bonds shall bear 

interest at a rate or rates, be in denominations, be in a 

form, either coupon or registered, carry registration 

privileges, be executed in a manner, be payable in a mediuti 

of payment, at places wit~in or without the state, and be 

subj€ct 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 par, as determined 

by the authority. 

(5) The total amount of notes and bonds outstanding at 

any one time, except notes or bonds as to which the 

authority's obligations have been satisfied and dlscharqed 

by refunding or for which reserve for payment or other means 

of payment have been otherwise provided, may not exceed $150 

million. 

Section 9. Provisions of bond resolutions. A 

resolution authorizing notes or bonds, or any issue thereof, 

may contain provisions, which shall be a part of the 

contract or contracts with the holders thereof, as to• 

11) 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 
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aqreements with noteholders or bondholders; 

12) pledging all or any part of the assets of the 

authority, including lease agreements, loan agreements, 

mortgages, and obligations securing them, to secure the 

payment of the notes or bonds or of any issue thereof, 

subject to existing agreements with noteholders or 

bondholders; 

(3) the use and disposition of the gross income from 

lease agreements, loan agreements, and mortgages owned by 

the authority and payment of principal of mortgages owned by 

the authority; 

('t) the setting aside of reserves for sinking funds in 

the hands of trustees, paying agents, 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; 

16) 1 imitations on the issuance of additional notes or 

bondso the terms upon which additional notes or bonds may be 

issuad and secured, and the refunding of outstanding notes 

or bonds; 

{7) the procedure, if any, by which the terms of any 

contract with noteholders or bondholders may be amended or 

abrogated, the amount of notes or bonds the holders of which 

-14-
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must consent thereto, and the manner in which such consent 

may be given; 

(8) a commitment to employ adequate and co~petent 

personnel at reasonable compensation, salaries, 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 progra~s; 

(9) vesting in a trustee such property, rights, 

powers, 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 default, 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 

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 is 

made. The revenues, money, 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 
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lien of any pledge shall be valid and binding against all 

parties having claims of any kind, whether in tort, 

contract, or otherwise against the authority, 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 11. 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 authority. 

Section 12. Purchase of' notes and bonds 

cancellation. The authority, subject to existing agreements 

with noteholders or bondholders, mayt out of any funds 

available for that purpose, purchase notes or bonds of the 

authority, which shall then be canceled• at a price not 

exceeding: 

(1) the current redemption price plus accrued interest 

to the next interest payment, if the notes or bonds are then 

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 date, if 

the notes or bonds are not then redeemable. 

Section 13. Trust indenture. (1) In the discretion of 

the authority, the bonds may be secured by a trust indenture 
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between the authority and a corporate trustee, which may be 

a 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 reasonable, proper, and not in 

violation of law, including covenants setting forth the 

duties of the authority in relation to the exercise of its 

powers and the custody, safeguarding, 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 disbursement, with safeguards and 

restrictions it considers necessary. 

(2) All expenditures incurred in carrying out a trust 

indenture may be treated as part of the operatin~ 

expenditures of the authority. 

Section 14• Negotiability of bonds. Notes and bonds 

issued by the authority are negotiable instruments under the 

Uniform Commercial Code, subject only to the provisions for 

registration of notes ~nd bonds. 

Section 15. Signatures of authority members. If 

authority members whose signatures appear on notes or bonds 

or coupons cease to be members before the delivery of the 

notes or bondso their signatures shall, nevertheless, be 

valid and sufficient for all purposes, the same as if the 
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members had remained in office until delivery. 

Section 1bo Accounts. 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 

11]; and 

(3) an operating account for defraying the operational 

costs of the authority. 

s'ection 11. 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 provided in the resolutions or indentures of the 

authority authorizing their issuance; and 

(c) any other funds which 

authority from any other source 

account. 

may be available to the 

for the purpose of the 

12» 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 

bonds, the purchase or redemption of the bonds, the payment 
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o£ interest on the bonds, 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 account, except, with respect to bonds 

secured in whole or in part by the account, for the purpose 

of making payment, when due, of principal, interest, 

redemption premiums, 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 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 account. 

(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 

£or the bonds. 

(4) In computing the amount of the capital reserve 

account, securities in which all or a portion of the account 

are invested shall be valued at par orr If purchased at less 
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Section 18. Maintenance of capital 

LC 2325/01 

reserve account. 

(1) In order to assure the maintenance of the capital 

reserve account, the chairman of the authority shall, at 

3-month intervals beginning on September 1, 1931, deliver to 

the governor a certificate stating the sum, if any, requireo 

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 require•ents utilizing revenue 

derived from Interest earnings from the coal severance tax 

permanent trust fund created by Article IX, section 5, of 

the Montana constitution. All such sums shall be deposited 

in the capital reserve account. 

(2) Prior to the lOth legislative day of each regular 

legislative session, the budget director shall provide the 

legislature with an estimate of interest earnings from the 

permanent coal trust fund, 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 shall be 

repaid to the state treasury without interest from available 

-20-
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ope~ating ~evenues of the authority in excess of amounts 

requi~ed for the payment of bonds~ notes, or other 

obligations of the autho~ity for maintenance of the capital 

reserve account and ope~ating expenses. 

Section 19. Refunding obligations -- issuance. The 

autho~ity may provide for the Issuance of ~efunding 

obligations fo~ ~efunding any obligations then outstanding 

that have been issued unde~ [this act]• including the 

payment of any redemption of the obligations. The issuance 

of obligations, the maturities and other details, the ~ights 

of the holde~s, and the rights, duties, and obligations of 

the authority are governed by the approp~iate provisions of 

[this act] that ~elate to the issuance of obligations. 

Section 20. Refunding obligations -- sale. Refunding 

obligations may be sold o~ exchanged fo~ outstanding 

obligations issued unde~ [this act]. The p~oceeds may be 

applied to the purchase, ~edemptiono or payment of 

outstanding obligations. Pending the application of the 

p~oceeds of refunding obligations and other available funds 

to the payment of principal, accrued inte~est, and any 

~edemption p~emium on the obligations being ~efunded and, If 

permitted in the resolution autho~izing the issuance of the 

refunding obligations or in the trust agreement securing 

them, to the payment of interest on ~efunding obligations 

and expenses in connection with refunding, the p~oceeds may 
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be invested as provided in Title 17, chapter 6. 

Section 21. Credit of state not pledged. Obligations 

issued unde~ the p~ovisions of [this act] do not constitute 

a debt, liability, obligation, o~ pledge of the faith and 

c~edit of the state, but a~e payable solely from 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 obligation, the obligation is not a debt of 

the state, and neithe~ the faith and credit nor the taxing 

powe~ of the state is pledged to the payment of the 

principal of or the interest on the obligation. 

Section 22. Annual audit. (1) The authority's books 

and ~eco~ds shall be audited at least once each fiscal year. 

(2) The legislative audito~ may conduct an audit at 

any time upon the request of the legislative audit 

committee. 

Section 23. Tax exemption of bonds. Bonds, notes, or 

other obligations issued by the autho~ity under [this act], 

thei~ t~ansfer, and income (including any profits made on 

thei~ salel a~e free from taxation by the state o~ any 

political subdivision o~ othe~ inst~umentality of the state, 

except for inheritance, estate, and gift taxes. The 

autho~ity is not requi~ed to pay recording or transfer fees 

or taxes on instruments ~eco~ded by it• 

-22-
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1 Section 24. Taxation of p~ojects. (1) Notwithstanding 

2 that title to a project may be in the autho~ity, the 

3 projects a~e subject to taxation to the same extent, in the 

4 same manne~, and under the same procedures as p~ivately 

5 owned prope~ty in si~lla~ circumstances if the p~ojects are 

b leased to or held by p~ivate interests on both the 

7 assessment date and the date the levy is made In any year. 

8 The p~ojects a~e not subject to taxation in any yea~ if they 

9 a~e not leased to or held by private inte~ests on both the 

10 assessment date and the date the levy is made in that year. 

11 

12 

13 

14 

15 

16 

(2) If personal property owned by a municipality or 

county is taxed under this section and the pe~sonal p~operty 

tal<es are deli nquentt levy by wa~rant of dist~aint fo~ 

collection of the delinquent taxes may only be made on 

pe~sonal prope~ty against which the taxes we~e levied. 

Section 25. Pled(le of the state. In accordance with 

17 the Constitution of the United States and the Constitution 

18 of the State of Montanao the state pledges that it will not 

19 in any way impair the obligations of any agreement between 

20 the authority and the holders of notes and bonds issued by 

21 the autho~ity, including but not limited to an agreement to 

22 administer an economic development program financed by the 

23 issuance of bonds and to employ a staff sufficient and 

24 competent fo~ this purpose. 

-End-
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STATE OF MONTANA 
REQUEST NO. 430-81 

FISCAL NOTE 

Form B/J-15 

In compliance with a written request received March 15 , 19 JU._, there is hl;!reby 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 Pro:p:f:rl Legislation 

House Bill 798 is an act to create an Eco:ocmic Developtelt Authority; providing for 
the issuance of borrls to finance projects; designating types of projects to be ftmded; 
creating accotmts necessary for carrying out the program; and providing rulemaking 
authority. 

Assumptions 

1. Sale of $200 million boms and notes each year. 
2. 1/8% arbitrage limitation - $250,000 per year spending authority-maximum. 
3. No commitment fees. 
4. General Fund nonies required for initial operating expenses and start up costs 

with no guarantee of repayiOOnt. Bonds are sold after loans are made. 
5. Costs of issuance paid frcm bond proceerls. 
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. r.Dntana Board of Housing to canply 

with existing r.Dntana Board of Housing trust irrlenture. 
8. Requires 5 FI'E and operating expenses for same. 
9. A suprerre court test is not necessary. 

10. A market exists for bands ba<Xed only by 20% of the estimated interest earnings 
from the penllailent ex>al trust fund. 

Fiscal Impa.ct 

EXpenditures Under Proposed Law: 
Personal Services 
Operating E~es 
EquiptV:mt 

Total Expenditures Under Proposed LaW 

Funding: General Fund 

C<mnent 

FY 1982 

$112,698 
116,600 

3,650 

$232,948 

Total 
FY 1983 Biennium 

$123,567 $236,265 
122,100 238,700 

3,650 

$245,667 $478,615 

' 

Section 23 of this proposal provides that. bonds and other pl(Ugati~~ issued jy 
the proposed eoonanic developnemt authority shall be tax ~aJ ~ ~ ~ 
exemp~. It is. not possible to estimte the revenue inpact BUDGET-;; I RECT~R' 
of th~s exanption. 

Office of Budget and Program Planning 

Date: 3 ~ 2 0 -· f/ 



STATE OF MONTANA 

FISCAL NOTE 
REQUEST NO. 430-81 

supplement 

Form BD-15 

In compliance with a written request received April 10 , 19 ..aL_ . 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 Flsc:al Note is available from the Office of Budget and Program Planning, to members 

of the Legislature upon request. 

Description of Propo$ed Legislation 

Amendments to Section 28 of House Bill 798 to create an Economic Development authority 
would authorize the Board of Examiners to issue General Obligation 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 Estitnated Estimated 

Amount Amount Amount Amount 
Under Under Under Under 

Revenue: Current Proposed Estimated Current Proposed Estimated 
Law Law Decrease ~ Law Decrease 

:md 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 General 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. 

BUDGET DIRECTOR 
.. 

Office of Budget and Program Planning 

Date: '7- /(? - V 
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STATEMENT OF INTENT 

HOUSE BILL 798 

House Business and Industry tommittee 

A statement of intent is required for this bill because 

it grants rulemaking authority. 

Section 5(3) of the bill authorizes the Montana 

8 econom1c development authority to adopt all procedurdl and 

9 substantive rules necessary for the administration of the 

10 act. 

11 It is intended that these rules deal with the terms of 

12 loans, forms for loan applicattons, sale of bonds. internal 

13 management of the authority's business, procedures for 

14 

1'5 

servicing loans by financial institutions, 

acqu1ring and disposing of property, 

16 reserve requirements. 

procedures for 

and establtshtng 

11 Section '5(21) requires the authority to des>gnate 

18 "primary industries"• which are to be given preference for 

19 loans. 

20 

21 

It is intended that primary industries be commercial, 

manufacturing, agrtcultural, industrial• transportation, 

22 recreational, and tourist enterprises. 
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Approved by Committee 
on Business and Industry 

HOUSE Bill NO. 798 

INTRODUCED BY HANNAH, FABREGA, o. O'HARA, LUNOo WINSLOWt 

MARKSt MOORE, FAGG, AZZARAt KITSELMANo SEIFERT, MEYER, 

VINCENTt KEMMISo MENAHANo MATSKO, PHILLIPS, SCHULTZ, 

BRIGGS, QUILICit DUSSAULTt DAILY, HARRINGTON, CONN 

A BILL FOR AN ACT ENTITLED: "AN ACT TO CREATE AN ECONOMIC 

DEVELOPMENT AUTHORITY; PROVIDING FOR THE ISSUANCE OF BONOS 

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 OF MONTANA: 

Section 1. Sho~t title. [This act] shall be known and 

may be Cited as the "Montana Economic Development Act of 

1981"· 

Sect ion 2. Po lie y statement. 1 q It is the pol icy of 

the state of Montana, in the interest of promoting the 

health, safety. and general welfare of all tne people of the 

state, to increase job opportunities and to retain existing 

JObs by making avai \able through the economic develop~~~ent 

authority funds for industrial, commercial, manufactu..-ing. 

recreational, tourist, and health care development~~Q ALL 

~~ES_QU!!L.h_!VE5 TOCL~!LAGRI CUL!URAL.-..!.!!IQ!JST!!!• 

(2) The legislature finds that: 
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(a) a vigorous growing economy is the basic source of 

job opportunities; 

(b) protection against unemploy.ent, its economic 

burdens, and the sp..-ead of economic stagnation in the areas 

affected can best be provided by promoting, attracting, 

stimulating, and revitalizing i ndu st ryo ORanufactur ingo 

commerce, recreation, tourism, and health care facilities in 

such areas; and 

(C) the state of Montana has a ~esponsibility to help 

create a favorable climate for new and improved job 

opportunities for its citizens by encouraging the 

development of business. 

Section 3. Oefini·tions. As used in [this act]• unless 

the context ~equires otherwise, the following definitions 

apply: 

(l} •Authority" means the economic development 

authority created in [section 4}. 

(2) "Bond" aeans any bond, note, debenture, interim 

certificate, or other evidence of financial indebtedness 

issued by the authority pursuant to [this act]. 

(3) ucapital reserve account• means the capital 

reserve account provided for in [section 17J. 

(4) "Composite bond" means a bond issued under the 

prov1S1ons of [this act]• the proceeds of which may be used 

to finance more than one project. 

-2- H8 798 
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( SJ "Department" means the department of 

administration provided for in Title z, chapter 15, part 10. 

(b) •Mortgage• means a mortgage deed, deed of trust, 

or other security device. 

(7) "Primary industries• means industries designated 

as such, from time to time, by the authority. 

(B) "Project• means any lando building, or other 

improvement and any other real or personal property 

considered necessary in connection therewith, ~hether or not 

Jn existence, that is suitable for use for: 

(a) commercial, manufacturing, or industria I 

enterprises; 

(bl recreation or tourist facilities; 

(c) hospitals, long-term care faci l itieso or medical 

faci I ities; or 

(dl any combination of these projects. 

(9) •Project ~osts" means the cost of acquiring or 

improving any project. including the follo~ing: 

(a) the actual cost of acquiring or improving real 

estate for any project; 

f._) the arn;'Ual cost of Qonstruc·tion of all or any part 

of a project that may be constructed• including architects• 

and engineers• fees; 

(c) all expenses in connection with the authorization, 

sale, and issuance of the bonds to finance 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 

prtor to construction, during construction, and not 

exceeding 6 months after completion of construction. 

(10) "Financial institution" means a bank, savings and 

loan association, or credit union authorized to do business 

in the state of Montana. 

Section it. Economic development authority 

allocation-- composition ---qu&~jud+~+e+. (11 There is an 

economic development authority consisting of seven members 

who shall be informed and experienced in economics or 

finance. 

(a) Two members shaf I be appointed by the governor ~~ 

~ov~ded-jn-~-i~-+~~. 

(b) One ~mber 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 •inority leader of the house. 

(c) The six members appointed pursuant to subsections 

{l)(a) and (l)(b) shall appoint the seventh member. 
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(2) The authority shall elect a chairman and other 

necessary officers. 

(3) fhe-eat~~f~-i~-de~fgfteted-q~e~f-~adfefe+-~er-the 

par~o~e~ THE__!fRMS _QE_ MEMBERS OF _ _!~f_~UT~QRITY __ f!~ 

COI!!.!;l OEJ:!T AL.b.L_WITH _ _!~ TERMS_Qf_ THE_!ff!!Qlll~QFF I£ERS. 

COM~£NS~ TIDN_~_MEM~ERLAND FUNC TID~L_DF _!HE~!/lliQ~!.!L~ 

RE!!YLATED BY _SU~SECTI ON~_lll_ANO_lll of 2-15- 12 4• 

(41 The authority as allocated to the department of 

administration for administrative purposes onlyo as provided 

in 2-1'5-121. 

(51 The staff of the board of housing created in 

2-15-1008 shall also serve as staff of the authority. 

(b) 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 stockholder. officero or 

employee of any business enterprise which may participate an 

the authority's programs. 

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

1 1) sue and be sued; 

(2) have a seal; 

(3} adopt all procedural and substantive .-ules 

necessary for the administration of (this act]; 

(41 make cont.-actso agreements. and other instruments 

necessary or convenient for the exercise of its powers under 

[this act]; 
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('5) enter into agreements or other transactions with 

any federal. state. or local govern~ntal agency or any 

person or any domestic or foreign partnership. corporation. 

association. or organization in carrying out [this act]; 

(61 enter into agreements or other transactions with 

and accept grants and the cooperation of any governmental 

agency in furtherance of [this act]; 

{7) accept services. appropriations. giftso grants. 

bequests. 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 right• 

interest. or easement therein by gift. purchase. transfer. 

foreclosure. lease. or other~ise; 

(b) hold• sello assign. lease. encumber. mortgage. or 

otherwise dispose of property; 

{c) hold. sello assign. or otherwise dispose of any 

mortgage or Joan owned by it or in its control or custody; 

(d) reledse or relinquish any right• title. clai•• 

interest. easement. or demand. however acquired. including 

any equity or right of redemption in property; 

(e) do any of the foregoing by public or private saleo 

with or without public bidding; 

(f) commence any action to protect or enforce any 

right conferred upon it by l~w· mortgage. lease. contract• 

-6- HB 798 



2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

HB OJq8/02 

or other agreement; 

(gl 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, manage, lease, dispose of, and otherwise 

deal with such property in any manner necessary or desirable 

to ~rotect its interests and the holders of its bonds or 

notes consistent with any agreement with such holders; 

{9) service. contract• and pay for the servicing of 

loans; 

(10) invest any funds not required for immediate use, 

subject to any agreements with its bondh o I der s and 

noteholders, as provided in Title 17, chapter 6; 

(11) consent• whenever it considers necessary or 

desirable in fulfilling its purposes, to the modification of 

the rate of interest. time, and payment of any installment 

of principal or interest. security, or any other term of any 

contract• lease agreement• loan agreement, mortgage, 

mortgage loano mortgage loan commitment. construction loan, 

20 advance contract, or agreement of any kind, subject to any 

~.J. 1, aqre~·;with bondholders ana noteholderH 

22 (12) collect reasonable interest. fees, and charges in 

23 

24 

25 

connection with aaking and servicing its lease agree~ntso 

loan agreements, mortgage loans, notes, bonds, commit~nts. 

and other evidences of indebtedness. Interest, fees. and 
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charges shall be limited to the amounts requared to pay the 

costs of the authority, including operating and 

administrative expenses and reasonable allowances for losses 

that may be incurred; 

(13) procure insurance or guarantees from any parties, 

including govern menta 1 agencies, against any loss an 

connection with its lease agreements, loan agreements, 

mortgage loans, and other assets or property in aaounts and 

in the form the authority considers desirable or necessary; 

(14) acquire, by construction, purchase, devise, gift, 

lease, or any combination of such methods, 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 conditions, cons1stent with 

the provisions of [this act], that the authority considers 

advisable; 

(16) enter into agreements. upon terms the authority 

considers advisable and not in conflict with the provisions 

of [this act)• to loan the proceeds of its bonds to others 

for the purpose of defraying the cost of acquiring or 

;~proving any project; 

(17) issue bonds, including composite bonds, 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) se 11 and convey any real or personal property 

acquired as provided by subsection {6) and •ake any order 

respecting it• 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 loans to 

individuals, corporations. and government agencies and 

accept guarantees from individuals, corporations, and 

government agencies of its loans or the resultant evidences 

of obligations to the authority; 

(20) issue notes and bonds, including composite bonds, 

and replace lost, destroyed, or mutilated notes and bonds; 

and 

{21) give preference, in exercising its powers, to 

primary industries as designated by the authority. 

Section 6. Self-sufficiency of projects. (1) Prior to 

the leasing of any project or entering into a loan agreement 

concerning a prOJect, the authority must determine the 

follow1ng: 

(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 keep1ng it properly insured, unless the 

terms of the lease or loan agreenent provide that the lessee 

or borrower shall maintain the project and carry all 

property insurance with respect thereto. 

(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 issued. 

Prtoc to the issuance of any bonds authorized by [this act]• 

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 borrowers and providing for payment to the 

authority of such rentals or payments. on the basis of 

determinations and findings. 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 

project: and 

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

repair and keeping it properly insured• unless the ledse or 
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lo~n agreement oblig~tes the lessees or borrowers to pay for 

the maintenance ~nd insurance of the project. 

{3) Subject to the limitations of [this act]• the 

1 e~se, loan agreement, or extensions or modifications 

thereof may contain other terms and conditions mutu~lly 

acceptable to the parties and. notwithstanding ~ny other 

provision of law relating to the sale of property owned by 

the ~uthorityo an option may be gr~nted to a lessee to 

purchase the project on terms and conditions as may be 

mutually acceptable to the parties. 

Section 7. loan applications-- institution financing. 

{1) The authority shall contract with financial institutions 

for review of lo~n applications and other services related 

to the applications. The authority shall authori~e such 

institutions to charge a sum equal to 1~ 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 connectaon with a project. The 

financial institution may secure its percentage of the loan 

wittJ.,security ot;tte• than th~·J<·ind of security required by 

the authority. 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 
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authority in excess of S2 m i 11 1 on. Loans made by the 

authority may be pooled with other loans receivea hy " 

project. 

( 4) The authority may subordinate to commercidl 

financial institutions, up to 20% of all loans outstanding 

on a project, when in its opinion such suoordinatton as 

necessary to help a project through a period of expansion. 

Section 8. Bonds and notes. (1) The authority may by 

resolution, issue negotiable notes and bonds in a principal 

amount as the authority determines necessary to provide 

sufficient funds for achievtng any of its purposes, 

including the payment of interest on notes and bonds of the 

authority, establishment of reserves to secure the notes and 

bonds, including the reserve funds created under (section 

17]• and all other expenditures of the authority incident to 

and necessdry or convenient to cdrry out [this act]• 

(2) The authority may by resolution. from ttllle to 

time, issue notes to renew notes and bonds or to pay notes, 

including interest• and whenever it considers refunding 

expedient, refund any bonds by the issuance of new bonds. 

whether or not the bonds to be refunded have matured. or 

issue bonds partly to refund bonds outstanding and partly 

for any of its other purposes. 

( 31 Except as otherwise expressly provided by 

resolution of the authority, every issue of its notes and 
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bonds is an obligation of the authority payable out of any 

revenue. assets. or money of the authority. subject only to 

aqree~nts with the holders of particular notes or bonds 

pledging particular revenues. assets, or money. 

(4) The notes ana bonds shall be authorized by 

resolutions of the authority. bear a date. and mature at 

times as the resolutions provide. A note may not mature more 

than 5 years and a bond may not mature more than 40 years 

from the date of its issue. The bonds may be issued as 

serial bonds payable in annual installMents, as term bonds 9 

or as a combination thereof. The notes and bonds shall bear 

interest at a rate or rates, be in denominations. be in a 

form, either coupon or registered• carry registration 

privileges, be executed in a manner• be payable in a medium 

of payment. at places within or without the state. 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 par, as determined 

by the authority. 

(5) The total amount of notes and bonds outstanding at 

any one timet 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 provided. may not exceed ~i59 

S20Q mill ion. 
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Section 9. Provisions of bond resolutions. A 

resolution authorizing notes or bonds. or any issue thereof, 

may contain provisions. which shall be a part of the 

contract or contracts with the holders thereof. as to: 

(l) 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 noteholders or bondholders; 

(2) pledging all or any part of the assets of the 

author it Y• 1ncluding lease agreements. loan agreements. 

mo~tgages. and obligations securing them, to secure the 

payment of the notes or bonds or of any issue thereof, 

agreements with noteholders or subject to existing 

bondholders; 

{3) the use and disposition of the gross income from 

lease agree•ents. loan agreements, and MOrtgages owned by 

the authority and payment of principal of mortgages owned by 

the authority; 

I 4) the setting aside of reserves for sinking funds in 

the hands of trustees, paying agents, 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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( 6) li•ltations on the issuance of additional notes or 

bonds, the terms upon which additional notes or bonds may be 

issued and secured, and the refunding of outstanding notes 

or bonds; 

(7) the procedure, if any, by whtch the terms of any 

contract with noteholders or bondholders may be amended or 

abrogated, the amount of notes or bonds the holders of which 

must consent thereto, and the manner in which such consent 

may be given; 

(B) a commitment to employ adequate and competent 

personnel at reasonable compensation, salaries, fees, and 

charges as may be determined by the authority in con;unction 

with the department and to maintain suitable facilities and 

services for the purpose of carrying out its programs; 

(91 vesting in a trustee such property, ri ghtso 

powers, 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 

bond& ~ the e~en~ of sue~ default, including as a matter of 

right the appointaent of a receiver. Rights and re~dies 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 

-15- H8 798 

1 

z 

3 

4 

5 

6 

7 

(l 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

2Z 

23 

Zit 

25 

HB 079d/02 

that in any way affect the security or protectton 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 is 

made. fhe revenues, money, 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 hav inq cIa i ms of any kind, whether in tor to 

contract, or otherwise against the authority, in·espective 

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 11. 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 authority. 

Section 12. Purchase of notes and bonds 

cancellation. The authority, subject to existing agreements 

with noteholders or bondholders, may, out of any funds 

available for that purpose, purchase notes or bonds of the 

authority• which shall then be canceled, at a price not 

exceeding: 

(1) the current redemption price plus accrued interest 

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

(21 the redemption price applicable on the first date 

after the purchase on which the notes or bond~ become 

subject to redemption plus accrued interest to that date, if 

the notes or bonds are not then redeemable. 

Section 13. frust indenture. (1) In the discretion of 

the authority. the bonds may be secured by a trust indenture 

between the authority and a corporate trustee, which •ay be 

a trust company or bank having the power of a trust company 

either in or outstde the state. A trust indenture may 

contain provisions for protecting and enforcing bondholders• 

rights and remedies that are reasonable, proper, and not in 

violation of law, including covenants setting forth the 

duties of the authority in relation to the exercise of its 

powers and the custody, safeguarding, 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 disbursement, with safeguards and 

restricttons it considers necessary. 

(Z) All expenditures incurred 1n carrying out a trust 

indenture may be treated as part of the operating 

expenditures of the authority. 

Section lito Negotiability of bonds. Notes and bonds 

issued by the authority are negotiable instruments under the 
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Uniform Commercial Code, subject only to the provisions for 

registration of notes and bonds. 

Section 15. Signatures of authority meabers. If 

authority members whose signatures appear on notes or bonds 

or coupons cease to be members before the delivery of the 

notes or bonds, their signatures shall, nevertheless, be 

valid and sufficient for all purposes, the same 

members had remained in office until delivery. 

as if the 

Section 16. Accounts. The authority shall create the 

followin9 separate accounts: 

(1) a 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 11. Reserve funds and appropriations. (l) 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; 

(bl any proceeds of sale of notes or bonds to the 

e~tent provided in the resolutions or indentures of the 

authority authorizin,~ 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 1n part oy the 

account or the sinking fund payments with respect to the 

bonds, the purchase or redemption of the bonds. the payment 

of interest on the bondso 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 authortty for the account. e~ept, with respect to bonds 

secured in whole or in part by the account, for the purpose 

of making payment, when due, of principal, interest, 

redemption premiums, and sinking fund payments for the 

payment of which other ~ney pledged is not available. Any 

income or interest earned by or incre~ntal to the capital 

reserve account due to its investment may be transferred to 

other;, ace, aunts of. the authar·i ty to an extent that does not 

reduce the amount of the capital reserve account below the 

sum of minimum capital reserve requirements for the account. 

(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 1n the account from the 

proceeds of the bonds issued or from any other sources in dn 

amount not less than the minimum capital reserve requirement 

for the bonds. 

(41 In computing the amount of the capital reserve 

account, secu~ities in which all or a portion of the account 

are invested shall be valued at par or, if pu~chased at less 

than par. at their cost to the authority. 

Section 18. Maintenance of capital reserve account. 

( 1) In order to assure the maintenance of the capital 

reserve account, the chairman of the authority shall • at 

3-month inte~vals beginning on September lo 1981, deliver to 

the governor a certificate stating the sum, if any, required 

to restore the cap1tal reserve account to the minimum 

capital reserve requirements. The gove~nor shall require the 

di~ector of the department to remit the sum required to 

restore the capital reserve account to the sum of the 

mi n.i: mum capital reserve requirements utilizing revenue 

derived fro~ interest earnings from the coal severance tax 

permanent trust fund created by Article rx, section 5, of 

the Montana constitution. All such sums shall be deposited 

in the capital reserve account. 

(2) Prior to the lOth legislative day of each regular 

legislative session, the budget director shall provide the 

legislature with an estimate of interest earnings from the 
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per..,anent coal trust fund, 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 constitut~ 

advances to any bonds or notes of the authority and shall De 

repaid to the state treasury without interest from available 

operating revenues of the authority in excess of amounts 

required for the payment of bonds. notes, or other 

obligations of the authority for maintenance of the Cdpital 

reserve account and operating expenses. 

Section 19. Refunding obligations issuance. The 

authority may provide for the issuance of refunding 

obli~ations for refunding any obligations then outstanding 

that have been issued under [this act]• including the 

payment of any redemption of the obligations. The issuance 

of obligations, the maturities and other details, the rights 

of the holders, and the rights, duties, 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 

obi igations may be sold or exchanged for outstanding 

obi igations 

applied to 

issued under 

the pure hase, 

[this act 1• The proceeds may be 

redemption, or payment of 

outstanding obligations. Pending the application of the 
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proceeds of refunding obligations and other available funds 

to the payment of principal, accrued interest• and any 

redemption premium on the obligations being refunded and, if 

permitted in the resolution authorizing the issuance of the 

refunding obligations or tn the trust agreement securing 

them, to the payment of interest on refunding obligations 

and expenses in connection with refunding, the proceeds may 

be invested as provided in Title 17, chapter 6. 

Section 21. Credit of state not pledged. Obi igations 

issued under the provisions of [this actJ do not constitute 

a debt, liability, obligation, or pledge of the faith and 

credit of the state, but are payable solely from 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 obligation. the obligation is not a debt of 

the state. and neither the faith and credit nor the 

power of the state is pledged to the payment 

principal of or the interest on the obligation. 

taxing 

of the 

Section 22. Aftft~e~-eud?tw--tit-~he--e~ho~~ty~~--baek~ 

eftd-~eee~d~-~~+~-be-ead~ted-et-~ee~t-eftee-eeeh-+~~eel-ye~~ 

t~t--fhe--tegt~•et+•e--eud+~--~ey-eeftdaet-eft-ead+t-et 

efty--t+me--upen--the--~eqae~t--e+--the---•e9i~+et+~e---ea6Tt 

eomm+tteew ~NNy~AUQ!!~!~£_!UTHQRIT~-~OO~~_t~Q_RE~OROS 

~!~E_tyQ!!!Q_AT l£!~!-~~~EACH_Y~B_§! __ ~ __ kfGI5L~!lY£ 
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Section 23. Tax exemption of bonds. Bonds, noteso or 

other obligation~ issued by the authority under [this act]• 

their transfer, and income (including dny profit~ made on 

their sale) are free from taxation by the ~tate or any 

political subdivision or other instrumentality of the stateo 

except for inheritance, estate. and gift taxes. The 

authority is not required to pay recording or transfer fees 

or taxes on instruments recorded by it. 

Section 24· Taxation of projects. 111 Notwithstanding 

that title to a project •ay be in the authority, the 

13 projects are subJect to taxation to the same extent, in the 

14 

15 

16 

same manner, and under the ~ame procedures as privately 

owned property in similar circumstances if the projects are 

leased to or held by private interests on both the 

17 assess~nt date and the date the levy is made in any year. 

18 The projects are not subject to taxation in any year if they 

19 are not leased to or held by private interests on both the 

20 assess~nt date and the date the levy is made in that year. 

Zl, _., . ..(:n. If perwmal pro~rty owned by a municipality or 

22 county is taxed under this section and the personal property 

23 taxes are delinquent, levy by warrant of distraint for 

24 collection of the delinquent taxes may only be made on 

25 personal property against which the taxes were leviea. 
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Section 25. Pledge of the state. In accordance with 

the Con~titution of the United States and the Constitution 

of the State of Montana, the state pledge~ that it will not 

1n any way impair the ooligations of any agreement between 

the authority and the holders of notes and bonds issued by 

the authority. including but not limited to an agreement to 

administer an economjc development program financed by the 

issuance of bonds and to employ a staff sufficient and 

co•petent for this purpose. 

-End-
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STATEMENT OF INTENT 

HOUSE BILL 796 

House Business and Industry Committee 

A statement of &ntent is required for this bill because 

it grants rulemaking authority. 

Section S(3l of the bill authorizes the Montana 

8 econamac developDent authority to adopt all procedural and 

9 substantive rules necessary for the administration of the 

10 act. 

11 rt is intended that these rules deal with the terms of 

12 loans, forms for loan applications, sale of bondso internal 

13 management of the authority's business, procedures for 

14 

15 

servicing loans by financial institutions, 

acquiring and disposing of property. 

procedures for 

and establishing 

16 reserve requirements. 

17 Section 5(2ll requires the authority to designate 

lB "primary industries"• which are to be given preference for 

19 loans. 

lO 

21 

22 

It is intended that primary industries be commercial, 

manu fact uri ngo agriculturalt industrial, transportation. 

recreational, and tourist enterprises. 
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INTRODUCED SY HANNAHt FA6REGAt O. O'HARA, LUNDt WINSLOW, 

MARKSt HOOREt FAGGt AZZARA, KITSELHANt SEIFERT, HEYERt 

VINCENT, KEHHISt HENAHANo HATSKOt PHILLIPS, SCHULTZ, 

BRIGGS, OUILICio DUSSAULTo DAILY, HARRINGTON, CONN 

A BILl FOR AN ACT ENTITLED: RAN ACT TO CREATE AN ECONOMIC 

DEVELOPMENT AUTHORITY; PROVIDING FOR THE ISSUANCE OF BONOS 

TO FINANCE PROJECTS; DESIGNATING TYPES OF PROJECTS TO BE 

FUNDED; CREATING ACCOUNTS NECESSARY FOR CARRYING OUT THE 

PROGRAM; AND PROVIDING RULEHAKING AUTHORITY.• 

BE IT ENACTED BY THE lEGISlATURE OF THE STATE OF MONTANA: 

Section 1. Short title. [This act) shall be known and 

may be cited as the NHontana Economic Development Act of 

1961"· 

Section 2. Po I icy statement. ( 1) It is the pol icy of 

the state of Montana. in the interest of proMoting the 

healtho safety, and general welfare of all tne people of the 

state. to increase job oppo~tunities and to retain existing 

JObs by making available th~ough the economic development 

authority funds fo~ industrial. commercial. manufacturing. 

recreational. tourist, and health care development~ AND~ 

f.!:!.!SES_QF THf_hlVESTQg,_M!Q_AGRICUl}URAl_!NOIJ.ST]!!• 

(2) The legislatu~e finds that: 

1 
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(a) a vigorous growing economy is the basic source of 

job opportunities; 

(bl protection against unemploy~nto its economic 

burdens, and the spread of econo~ic stagnation in the areas 

affected can best be provided by promoting. attractingo 

stimulating. and revitalizing industry, aanufactur ingo 

commerce, recreation, tou~ismo and health care facilities in 

such areas; and 

(C) the state of Montana has a responsibility to help 

create a favorable climate for new and improved job 

opportunities for its citizens by encou~agi ng the 

development of business. 

Section 3. Definitions. As used in [this act]o unless 

the context requires otherwise, the following definitions 

apply: 

Cll •Authority" means the economic developrM>nt 

authority created in (section 4]o 

{2) "Bond" Means any bondo note, debenture. interim 

certificate. or other evidence of financial 

issued by the authority pursuant to [this act]. 

indebtedness 

(31 "Capital reserve account" means the capital 

reserve account provided for in [section 17]. 

(4) "Composite bond" means a bond issued under the 

provistons of [this act]• the proceeds of which may be used 

to finance more than one project. 

-2- H3 798 

T H I R D R E A D 1 N G 



z 
3 

4 

5 

b 

1 

8 

9 

10 

11 

1Z 

13 

14 

15 

16 

11 

18 

19 

zq 

Z1 

zz 
Zl 

Zit 

25 

HB 0798/02 

(5t •oepart~nt" means the department of 

administration provided for in Title z, chapter 15o part 10. 

(6) MHortgage• means a mortgage deed, deed of trust, 

or other security device. 

(7) "Primary industries• means industries designated 

a~ sucho from time to time, by the authority. 

(81 •Project• means any lando building, or other 

improvement and any other real or personal property 

considered necessary in connection therewith, whether or not 

in existence, that is suitable for use for: 

{a) co-rcial, manufacturing, or industrial 

enterprises; 

(b) recreation or tourist facilities> 

(C) hospital So long-term care faci 1 ities, or medical 

faci I ities; or 

(d) any combination of these projects. 

(9) "Project costs" means the cost of acquiring or 

improving any project. including the following: 

(a) the actual cost of acquiring or improving real 

estate for any project; 

(b) the actual cost of construc·tion of al J or any part 

of a project that may be constructed, including architects• 

and engineers• fees; 

(c) all expenses in connection with the authorization, 

sale, and issuance of the bonds to finance such acquisition 
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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 

pr1or to construe t ion, during construction, and not 

exceeding 6 months after completion of construction. 

(10) "Financial institution" means a bank, savings and 

loan association, or credit union authorized to do business 

in the state of Montana. 

Section 4. Economic development authority 

allocation-- composition ---~es+-jad+e+e+. 111 There is an 

economic develop~nt authority consisting of seven members 

who shall be informed and experienced in economics or 

finance. 

(a) Two members shall be appointed by the governor e8 

~e~+ded-+ft-~-i§-~~~. 

(b) One member who is an active participant in the 

management of a financial institution shall be appointed by 

each of the foltowing: 

(it the president of the senate; 

(iii the minority leader of the senate; 

(iiit the speaker of the house; and 

(iv) the •inority leader of the house. 

(c) The six Members appointed pursuant t~ subsections 

(l)(a) and (l)(b) shall appoint the seventh member. 
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(2) The authority shall elect a chairman and other 

necessary officers. 

(3) fhe-eut~~t~-~~-de~~~neted-~ue~t-,u~~e~e+-~~r-the 

pu~~~~e~ ~__!fRMS _Qf_ MEMBERS Of _ _!~f_~UT~QRITY __ f!PIRE 

COI!j_!;IOE~h'!_-.!!l!!:! _ _!!if__TERMS_Qf_THE_~.!!IT!~QFFI~ERS. 

COMPENS!TIDN_OF ~~~-~Q_FUNCTIO!JS OF _!HE___!![THORIT!_ ARE 

RE~Yh!TED BY_iY~SEC!l~~-ill_~~ of 2-15-l2ito 

(41 The authority is allocated to the department of 

administration for administrative purposes only, 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 stockholder. officer, or 

employee of any business enterprise which may particapate in 

the authority•s programs. 

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. agreements. and other ins t ru 111ent s 

necessary or convenient for the exercise of its powers under 

(this act]; 
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(51 enter into agreements or other transactions with 

any federal, state, or local governmental agency or any 

person or any domestic or foreign partnership, corporation, 

association, or organization in carrying out [this act); 

(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 services. appropriations, gifts. grants, 

bequests. 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 righto 

interest, or easement therein by gifto purchase. transfer, 

foreclosure. lease. or otherwise; 

(b) hold, sell, assign. lease, encumber. mortgage. or 

otherwise dispose of property; 

(c) hold. sell, assign, or otherwise dispose of any 

mortgage or loan owned by it or in its control or custody; 

(d) release or relinquish any right• title, clai~. 

interest, easement, or demand• however acquired, including 

any equity or right of redemption in property; 

(e) do any of the foregoing by public or private saleo 

with or without public bidding; 

{f) comaence any action to protect or enforce any 

right conferred upon it by l~w, mortgage. lease, contracto 
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or other agreement; 

(g) bid for and purchase property at any for~ctosure 

or other sate or acquire or take possession of it in lieu of 

foreclosure; and 

(h) operate, manage, lease, dispose of, and otherwise 

deal with such property in any manner necessary or desirable 

to protect its interests and the holders of its bonds or 

notes consistent with any agreement with such holders; 

(9) service, contract, and pay for the servicing of 

l~ans; 

(10) invest any funds not required for immediate use, 

subject to any agreements with its bondholders and 

noteholderso as provided in Title 17, chapter 6; 

( 11) cons~nto whenever it considers necessary or 

desirable in fulfilling its purposes, to the modification of 

the rate of interest, time, and payment of any installment 

of principal or interest, security, or any other term of any 

contractt lease agreement• loan agreement• mortgage, 

mortgage loan, mortgage loan commitment. construction loan, 

advanc"e contract. or agreelilent of any kind, subject to any 

agreement with bdndholders and noteholders; 

(12) collect reasonable interesto fees. and charges in 

connection with making and servicing its lease agree-ants, 

loan agreements. mortgage loans. notes, bonds, commitments, 

and other evidences of indebtedness. Interest. fees, and 
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charges shall be limited to the amounts requ1red to pay the 

costs of the authority• including operating and 

administrative expenses and reasonable allowances for tosses 

that may be incurred; 

(13) procure insurance or guarantees from any parties. 

including governmenta I agencies. against any Joss in 

connection with its lease agreements, loan agreements• 

mortgage loans, and other assets or property in a.aunts and 

in the form the authority considers desirable or necessary; 

by const~uction, purchase, devise, gift, (14) acquire, 

lease, or any combination of such methodso one or more 

projects located within this state; 

( 15) lease to others any or all of its projects for 

such ~entals and upon terms and conditions, consastent with 

the p~ovisions of [this act]• that the authority considers 

advisable; 

(16) enter into agreements, upon te~ms the authority 

considers advisable and not in conflict with the provisions 

of {this act]• to loan the proceeds of its bonds to others 

for the purpose of defraying the cost of acquiring or 

improving any project; 

(17) issue bonds. including composite bonds, 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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C18t sell and convey any ~eal o~ pe~sonal property 

acquired as provided by subsection CB) and •ake any o~der 

respecting it• as may be conducive to the best interest of 

the authority. However, such sale or conveyance is subJeCt 

to the te~ms of any lease but is free and clear of any other 

encumbf'ance. 

(19) make and participate in making lo<!lns to 

individuals, corporations. and government agencies and 

accept guarantees from individuals, corporations, and 

government agencies of its loans or the resultant evidences 

of obligations to the authority; 

(20) issue notes <!lnd bonds, including composite bonds, 

and replace lost. destroyed, or mutilated notes and bonds; 

and 

(21) give preference, in exercising its powers, to 

primary industries as designated by the authority. 

Section 6. Self-sufficiency of projects. (1} Prior to 

the leasing of any project or entering into a loan agreement 

concerning a project, 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 <!mount 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 insured, unless the 

terms of the lease or loan agree~t provide that the lessee 

or borrower shall maintain the project and carry all 

property insurance with respect thereto. 

(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 issued. 

Prio~ to the issuance of any bonds authoriLed by [this act]• 

the autho~ity 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 borrowers and providing for pay~nt to the 

authority of such rentals or payaents. on the basis of 

determinations and findings. 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) butld 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 insuredo unless the ledse or 
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loan agreement obligates the lessees or borrowers to pay for 

the ~aintenance and insurance of the project. 

(3J Subject to the limitations of [this act]• the 

1 ease, loan agreement, or extensions or ~Odifications 

thereof may contain other terms and conditions mutually 

acceptable to the parties and, notwithstanding any other 

provision of law relating to the sale of property owned by 

the authority, 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 financing. 

(1) The authority shall contract with financial institutions 

for review of loan applications and other services related 

to the applications. The authority shall authori~e such 

institutions to charge a sum equal to 1\ of the amount 

loaned as a service fee. 

(Z) 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 connectaon with a project. The 

financial institution may secure its percentage of the loan 

with security other than the""kind of security required by 

the authority. loans may be made only to qualified 

individuals or busaness entities doing business in the state 

of Montana. 

(3) No single project may receive a loan from the 
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authority in excess of S2 million. Loans made by the 

authority •ay be pooled with other loans received by "' 

project. 

( 4) The authority may subordinate to commercial 

financial institutions, up to 20% of alI loans outstanding 

on a project, 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 

resolution. issue negotiable notes and bonds in a principal 

amount as the authority determines necessary to provide 

funds for achieving any of its purposes. sufficient 

including the payment of interest on notes and bonds of the 

authority, establishment of reserves to secure the notes and 

bonds, including the reserve funds created under (section 

17], and all other expenditures of the authority incident to 

and necessary or convenient to carry out [this act]• 

(2) The authority •ay by resolution. from te.,e to 

time, issue notes to renew notes and bonds or to pay notes. 

including interestt and whenever it considers refunding 

expedi~nt. refund any bonds by the issuance of new bonds. 

whether or not the bonds to be refunded have maturedt or 

issue bonds partly to refund bonds outstanding and partly 

for any of its other purposes. 

(31 Except as otherwise express I 'I provided by 

resolution of the authority, every issue of its notes and 
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bonds is an obligation of the authority payable out of any 

revenue 9 assets, or money of the authority, subject only to 

agreements with the holders of particular notes or bonds 

pledging particular revenues, assets. or money. 

{4) fhe notes and bonds shall be authorized by 

resolutions of the authority, bear a date, and mature dt 

times as the resolutions provide. A note may not mature more 

than 5 years and a bond may not mature more than ~ years 

from the date of its issue. The bonds may be issued as 

serial bonds payable in annual installments, as term bonds, 

or as a combination thereof. The notes and bOnds shall bear 

interest at a rate or rates, be in denominations, be in a 

form, either coupon or registered, carry registration 

privileges, be executed in a manner, be payable in a medium 

of payment, at places within or ~ithout the state, 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 belo~ par, as determined 

by the authority. 

(5) The total amount of notes and bonds outstanding at 

any one time, 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 provided, may not exceed •i~e 

~lOQ million. 
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Section 9. Provisions of bond re!>olutions. A 

resolution authorizing notes or bonds, or any issue thereof, 

may contain provisions, which shall be a part of the 

contract or contracts with the holders thereof, 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 noteholders or bondholders; 

(21 pledging all or any part of the assets of the 

authority, including lease agreements. loan agreements. 

•ortgages. and obligations securing 

payment of the notes or bonds or of 

subject to existing agreements 

bondholders; 

them, 

any 

with 

to secure the 

issue thereof, 

noteholders or 

(3) the use and disposition of the gross income from 

lease agreements. loan agreements. 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 trustees, paying agents• and other depositories 

and the regulation and disposition thereof; 

(51 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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{6) li•ltations on the issuance of additional notes or 

bonds, the terms upon which additional notes or bonds may be 

issued and secured, and the refunding of outstanding notes 

or bonds; 

{7) the procedure, if anyo by which the terms of any 

contract with noteholders or bondholders may be amended or 

abrogated• the amount of notes or bonds the holders of which 

~st consent thereto, and the manner in which such consent 

may be given; 

(8) a commitment to employ adequate and competent 

personnel at reasonable compensation, salaries, 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 programs; 

( 9) vesting in a trustee such property, rights, 

powers, 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 trye rights and remedies of the holders of the notes or 

bonds in the event of such defaulto including as a ~tter of 

right the appointment of a receiver. Rights and remedies may 

not be inconsistent with the laws of the state and the other 

pro visions 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 is 

made. The revenues, money, or property pledged and received 

by the authority shall i~ediately 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 clai•s of any kind, whether in torto 

contracto or otherwise against the authority. irrespective 

of whether such parties have notice thereof. Neither the 

resolution nor any other instru•ent by which a pledge is 

created is required to be recorded. 

Section 11. Personal liability. The authority members 

and employees of the depart•ent are not personally liable or 

accountable by reason of the issuance of or on any bond or 

note issued by the authority. 

Section 12o Purchase of notes and bonds 

cancellation. The authority• subject to existing agreements 

with noteholders or bondholders. •ayo out of any funds 

available for that purpose, purchase notes or bonds of the 

authority. which shall then be canceledo at a price not 

exceeding: 

11) the current redemption price plus accrued interest 

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

(2J 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 dateo if 

the notes or bonds are not then redeemable. 

Section 13. Trust indenture. (lJ In the discretion of 

the authority, the bonds may be secured by a trust indenture 

between the authority and a corporate trustee, which may be 

a 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 reasonable, proper. and not in 

violation of law, including covenants setting forth the 

duties of the authority in relation to the exercise of its 

powers and the custody, safeguarding, 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 disbursement, with safeguards and 

restrictions it considers necessary. 

(2) All expenditures incurred in carrying out a trust 

indenture 01ay be treated as part of the operating 

eKpenditures of the authority. 

Section 14. Negotiability of bonds. Notes and bonds 

issued by the authority are negotiable instruments under the 
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Uniform Commercial Code, subject only to the provisions for 

registration of notes and bonds. 

Section 15. Signatures of authority members. If 

authority members whose signatures appear on notes or bonds 

or coupons cease to be members before the delivery of the 

notes or bonds, their signatures shall, nevertheless, be 

valid and sufficient for all purposes, the same as if the 

members had remained in office until delivery. 

Section 16. Accounts. The authority shall create the 

following separate accounts: 

(1) a bond proceeds account into ~hich bond proceeds 

shall be deposited; 

(2) a capital reserve account as provided in {section 

17]; and 

(31 an operating account for defraying the operational 

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; 

(bJ any proceeds of sale of notes or bonds to the 

e><tent provided ·in the resolutions or indentures of the 

authority authorizin'~ 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 paynmt of the principal of o.r 

interest on the bonds secured in whole or in part by the 

account or the sinking fund payments with respect to the 

bonds, the purchase or redemption of the bonds• the pay~nt 

of interest on the bonds, or the payment of any redemption 

premium required to be paid when the bonds are redeemed 

prior to ~aturity. Funds in the account may not be withdrawn 

at any tiae in an amount that reduces the account to an 

aliiOunt 1 es s than the sum of mi nimUIII capital reserve 

requirements established in the resolutions or indentures of 

the authority for the account• except• with respect to bonds 

secured in whole or in part by the account, for the purpose 

of making payment• when dueo of principal, interest, 

redemption premiums, and sinking fund pay.ents for the 

payment of which other .aney pledged is not available. Any 

income or interest earned by or incre~ntal 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 account. 

(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 bonds. 

(4) In computing the amount of the capital reserve 

account• securities in which a11 or a portion of the account 

are invested shall be valued at par or, if purchased at less 

than par, at their cost to the authority. 

Section 18. Maintenance of capital reserve account. 

(1) In order to assure the ~aintenance of the capital 

reserve account, the chairman of the authority shal1o at 

3-aonth intervals beginning on September lo l98lt deliver to 

the governor a certificate stating the sumo 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 remtt the sum required to 

restore the capital reserve account to the sum of the 

mini .. ulll capital reserve requirements utilizing revenue 

derived from interest earnings from the coal severance tax 

permanent trust fund created by Article IX, section 5o of 

the Montana constitution. All such sums shall be deposited 

in the capital reserve account. 

(2) Prior to the lOth legislative day of each regular 

legislative session, the budget director shall provide the 

legislature with an estimate of interest earnings from the 
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per111anent coal trust fund, 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 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 bonds, notes. or other 

obligations of the authority for maintenance of the capital 

reserve account and operating expenses. 

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]• including the 

payment of any redemption of the obligations. fhe issuance 

of obligations, the maturities and other details, the rights 

of the holders, and the rights, duties. and obligations of 

the authority are governed by the appropriate provisions of 

rthis act] that relate to the issuance of obligations. 

Section 20. Refunding obligations --sale. Refunding 

obligations may be sold or exchanged for outstanding 

obligations issued under [this act]. The proceeds may be 

applied to 

outstanding 

the purchaseo redemption, 

obligations. Pending the 
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proceeds of refunding obligations and other available funds 

to the payment of principal, accrued interest. and any 

redemption premium on the obligations being refunded ando if 

permitted in the resolution authorizing the issuance of the 

refunding obligations or in the trust agreement securing 

them, to the payment of inte~est on ~efunding obligations 

and expenses in connection with refunding, the proceeds may 

be invested as provided in Title 17, chapter 6. 

Section 21. c~edit of state not pledged. Obligations 

issued unde~ the p~ovisions of [this actJ do not constitute 

a debt, liability, obligation, or pledge of the faith and 

credit of the state, but are payable solely from 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 obligation, the obligation is not a debt of 

the state, and neither the faith and credit nor the 

power of the state is pledged to the payment 

principal of or the inte~est on the obliyation. 

taxing 

of the 

Section 22. ~ft"~e~-eud+~---tit-fhe--~he~*ty£~--boeR~ 

eftd-~eee~d~-~~+~-be-e~dfted-et-+ee~t-&fte@-e&e~-f+~ee._yee~• 

t~t--fhe--~e9f~~e~+~e--e~dt~--MSy-ee"d~e~-~-a~d+t-et 

efty--t*~e--~peft--the--~eq~e~t--ef--the---~e9*~+et+•e---ead+t 

ee~?ttee. !NNY~AUQ~!HE AYitiQRITV•S-~O~~~Q_REf~ 

~!_ll_!J:!.Q!!IQ_AT Lill!._Q!::!~CH_!EAR_.!!!__THE_ LEGI SLA~ 
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Section 23. Tax exemption of bonds. Bonds. notes. or 

other obligations issued by the authority under {this act]• 

their transfer, 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 state. 

except for inherttance, estate. and gift taxes. The 

authority is not required to pay recording or transfer fees 

or taxes on instruMents recorded by it. 

Section 24. Taxation of projects. (1) Notwithstanding 

that title to a project may be in the authority, the 

projects are subject to taxation to the same extento in the 

same manner, and under the same procedures as privately 

15 owned property in similar circumstances if the projects are 

16 leased to or held by private interests on both the 

17 assess~nt date and the date the levy is made in any year. 

18 The projects are not subject to taxation in any year if they 

19 are not leased to or held by private interests on both the 

20 assess~nt date and the date the levy is made in that year. 

Zl (~) If personal property owned by a munici~ality or 

22 county is taxed under this section and the personal property 

23 taxes are delinquent• levy by warrant of distraint for 

24 collection of the delinquent taxes may only be made on 

25 personal property against which the taxes were levied. 

-23- HB 798 

2 

3 

4 

5 

6 

7 

8 

9 

HB 0796/02 

Section 25. Pledge of the state. In accordance with 

the Constitution of the United States and the Constitution 

of the State of Montana, the state pledges that it will not 

in any way impair the ooliyations of any agreement between 

the authority and the holders of notes and bonds tssued by 

the authority, including but not limited to an agreement to 

administer an economic develop~nt program financed by the 

issuance of bonds and to employ a staff sufficient and 

competent for this purpose. 

-End-
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HOUSE Bill 798 

House Business and Industry Co~ittee 

A statement of intent is required for this bill because 

it grants rulemaking authority. 

Section 5(3) of the bill authorizes the Montana 

economic development authority to adopt all procedural and 

9 substantive rules necessary for the ad•inistration of the 

10 act. 

11 It is intended that these rules deal with the terms of 

12 loans. forms for loan applications, sale of bonds• internal 

13 management of the authority's business, procedures for 

14 

15 

servicing loans by financial institutions, 

acquiring and disposing of property, 

16 reserve requirements. 

procedures for 

and establishing 

17 Section 5(21) requires the authority to designate 

18 Mprimary industries"• which are to be given preference for 

19 loans. 

20 It is intended that primary industries be commercial, 

ll manufacturing, agricultural, industrial, transportation, 

22 recreational • and tourast enterprises. 
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HOUSE Bill NO. 798 

INTRODUCED BY HANNAH• FABREGAo Do O'HARA, LUNDt WINSLOW• 

HARKS, MOORE, FACGt AZZARA, KITSELHANo SEIFERT, MEYER, 

VINCENT, KEMHISo MENAHANo MATSKO, PHILLIPS, SCHULTZo 

BRIGGS, OUILICI, DUSSAULT, DAllY, HARRINGTON, CONN 

A Bill FOR AN ACT ENTITlED: "AN ACT TO CREATE AN ECONOMIC 

DEVElOPMENT AUTHORITY> PROVIDING FOR THE ISSUANCE OF BONOS 

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 OF MONTANA: 

Section lo Short title. (This act] shall be known and 

•ay be cited as the "Montana Econo•ic Oevelop~nt Act of 

1981•. 

Section 2. Policy state~nt. (lt It is the policy of 

t~ state of Montanao in the interest of promoting the 

health, safety, and general welfare of all the people of the 

state• to increase job opportunities and to retain existing 

jobs by making available through the economic developaent 

authority funds for industrial, co .. ercialo manufacturing, 

recreational, tourist, and health care development~ All 

~~~f1_Qf_!tl~ liVES!QCK AND AGRICUlTURAl INDUSTRY. 

(2) The legislature finds that: 

1 

2 

3 

4 

5 

6 

1 

8 

9 

10 

11 

12 

13 

14 

15 

16 

l1 

18 

19 

zo 

21 

22 

23 

24 

25 

HB 0798/0Z 

(a} a vigorous growing econo•y is the basic source of 

job opportunities; 

(b) protection against une•ployaent• its economic 

burden~, and the spread of econoMic stagnation in the areas 

affected can best be provided by promoting, attracting, 

stimulating, and revitalizing industryo -nufac tur ing• 

commerce. recreation, tourism. and health care facilities in 

such areas; and 

(c) the state of Montana has a responsibility to help 

create a Favorable eli-ate for new and improved job 

opportunities ror its citizens by encouraging the 

developMent or business. 

Section 3. Definitions. As used in [this act], unless 

the context require~ otherwise. the following definitions 

apply: 

( 1t •Authority" -ans the econ0111ic develop-nt 

authority created in [section ~j. 

(2t "Bond" means any bondo noteo debenture. interim 

certificate• or other evidence of financial indebtedness 

issued by the authority pursuant to [this act]. 

( 3 t "Capital reserve account" -ans the capital 

reserve account provided for in {section 17). 

(4) "Co.posite bond" •eans a bond issued under the 

provisions of [this act)• the proceed~ of which .ay be used 

to finance •ore than one project. 
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(5) "Oepart-nt• •eans the depart~t of 

ad•inistration provided for in Title 2• chapter 15, part 10. 

(6) "Mortgage• -ans a •ortgage deed, deed of trust, 

or other secur·ity device. 

{7) "Pri•ary industries• 111eans industries designated 

as suc·h, froa time to t i-• by the authority. 

(8) "PrOJect• means any tando bui ldingo or other 

i~rove111ent and any other real or personal property 

considered necessary in connection therewith• whether or not 

in existence, that is suitable for use for: 

(a) coi!HIIercial, 

enterprises; 

..,nufactur i ngo 

(b) recreation or tourist facilities; 

or industrial 

(c} hospitals, long-ter• care facilities, or aedical 

facilities; or 

(d) any ca.bination of these projects. 

{9) "P~oject costs• means the cost of acquiring or 

improving any project, 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 111ay be constructed, including architects• 

and engineers• fees; 

(c) all expenses in connection with the authorization, 

sale, and issuance of the bonds to finance such acquisition 
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or i .-prove-nt; 

·td} ·bond rese~ves and pre•iu•s for insurance of lease 

rentals pledged to pay the bands; and 

(e) the interest on such bonds for a reasonable ti~ 

prior to construction, during construction, and not 

exceeding 6 aonths after coMpletion of constrvction• 

(10) •Financial institution" means a bank• savings and 

loan association, or credit union authorized to do business 

in the state of Montana. 

Section 4. Econo•ic development authority 

allocation -- coaposi ti on ---~-st-;ad-i-eis-4• { 1) There is an 

econOMic development authority consisting of seven members 

who shall be infor~ed and experienced in econonics or 

finance. 

(a) Two meabers shall be appointed by the governor a~ 

p~+ded-in-~S-~4. 

(b) One -mber who is an active participant in the 

manageeent of a financial institution shall be appointed by 

each of the following: 

(iJ the president of the senate> 

(ii) the •inority leader of the senate> 

(iii) the speaker of the house; and 

{iv) the •inortty leader of the house. 

(c} The six 111e111bers appointed pursuant to subsections 

(l)(a) and {l)(b} shall appoint the seventh •elllber. 
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(2) The authority shall elect a chair•an and othe~ 

necessary officers. 

(3) ~he-e~~+~y-*~-de~~~ed-~a~-j~e+a+-~o~-~fte 

~~o~~ THE _ _!~_OF HEM8ERS OF THE AUTHORITY EXPIRE 

!;OJIIICIQ§.NTAl.!:.!.__WHH _!!:!L~_QL_!tlL~f.QINT!NG OFFICERS. 

COMPENSATION OF HENBERS AND FUNCTIONS OF THE AUTHORITY ARE 

RE\!Ul.ATf~2lJBSEn~~..i!L.~~_lll of 2-1S-12't. 

(4) The authority is allocated to the depart~nt of 

administration for ad•inistrative purposes only, as provided 

in 2-15-121. 

(5) The staff of the board of housing created an 

2-15-1008 shall also serve as staff of the authority. 

(6) A •ember of the authority •ay not be considered to 

have a conf I ict of i nt·erest und&r the provisions of 2-2-201 

merely because the 11elllber is a stockholder• office~, or 

employee of any business enterprise vhich .ay participate in 

the authority•s progra•s• 

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

(1) sue and be sued; 

{2) 

(3) 

have a seal; 

adopt all procedural and substantive rules 

necessary for the ad•inistration of {this act); 

141 make contracts, agreements. and other instruments 

necessary or convenient for the exercise of its powers under 

(this act); 
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(5) enter into agree•ents or other transactions with 

any· federal, state• or local govern-.ental agency or any 

person or any do~stic or foreign partnerShiP• corporation• 

association. or organization in carrying out (this act]; 

{61 enter into agreements or other transactions with 

and accept grants and the cooperation of any govern.antal 

agency in furtherance of (thas act); 

(71 accept serviceso appropriations, gifts, grantse 

bequests, and devises and utilize or dispose of the• in 

carrying out [this act); 

(8} with regard to property: 

(al acquire real or personal property or any righte 

interest, or easement therein by gifto purchase. transfer. 

foreclosure, lease. or otherwise; 

(bl hoi dt sello assigno lease, encumbero Wtortgage• or 

otherwise dispose of property; 

{c) holdo sello assign, or otherwise dispose of anp 

.artgage or loan owned by it or in its control or custody; 

(d) release or relinquish any righto title, clai•• 

interest, easement, or de•and~ however acquiredo 

any equity or right of redeaption in property; 

inc I ud ing 

{e) do any of the foregoing by public or private sale, 

with or without public biddi"9i 

(f) comwoence any action to protect or enforce any 

right conferred upon it by lawo .artgageo leaseo contract• 
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or other agreeaent; 

(g) bid for and purcnase propertr at any foreclosure 

or other sale or acquire or take possession of it in lieu of 

foreclosure; and 

(n) operate. •anage, lease, dispose of, and otherwise 

deal witn sucn property in anr manner necessary or desirable 

to protect its interests and the nolders of its bonds or 

notes consistent witn any agree•ent witn such holders; 

{9) service, contract• and pay for the servicing of 

loans; 

{10) invest any funds not requi·red for i-ediate use 9 

subject to any agree~ts with its bondholders and 

noteholderso as provided in Title 11, chapter 6; 

( 11) consent, whenever it considers necessary or 

desirable in fulfilling its purposes, to the .adification of 

the rate of interest, ti~• and pay~nt of any install.ant 

of principal or interest• security• or any other term of any 

contract• lease agree-anto loan agree-anto •ortgageo 

nortgage loan, mortgage loan coamitMento construction loan, 

advance contract, or agree~nt of any kindo subject to any 

agree~nt with bondholders and noteholders; 

(12} collect reasonable interest, fees, and charges in 

connection with ~kin9 and servicing its lease agree~ntso 

loan agreeeentso mortgage loanso noteso bondso coa.iteentso 

and other evidences of indebtedness. Interest• feeso and 
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charges shall be limited to the amounts required to pay the 

costs of the authority• including operating and 

administrative expenses and reasonable allowances for losses 

that may be incurred; 

(13) procure insurance or guarantees fro• any parties. 

including govern-ntal agencies, against any loss in 

connection with its lease agreeMents, loan agreeeentso 

~ortgage loans, and other assets or property in amounts and 

in the form the authority considers desirable or necessdry; 

{1~- acquire• by construction• purchase, deviseo gifto 

lease, or any coMbination of such methods, one or .ore 

projects located within this state; 

(15) lease to others any or all of its projects fo~ 

such rentals and upon terms and conditionso consistent with 

the provisions of [this act)o that the authority considers 

advisable; 

{16J enter into agreeaentso upon ter•s the authority 

considers advisable and not in conflict with the provisions 

of [this act]• to loan the proceeds of its bonds to others 

for the purpose of defraring the cost of acquiring or 

improving any project; 

(11t issue bonds, including coaposite bondso for the 

purpose of defraying the cost of acquiring or improving any 

project or projects and securing the payaent of such bonds 

as provided in [this act]; 
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(18) sell and convey any real or personal property 

acquired as provided by subsection {81 and •ake any order 

respecting ito as may be conducive to the best interest of 

the authority. However, such sale or conve~ance is subJect 

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

encumbrance. 

119) make and participate in ~~aking loans to 

individuals, corporations, and govern•ent agencies and 

accept guarantees from individuals. corporations. and 

government agencies of its loans or the resultant evidences 

of obligations to the authority; 

(20) issue notes and bondso including composite bonds, 

and replace lost. destroyedo or mutilated notes and bonds; 

and 

(21) give preference, in exercising its powers, to 

primary industries as designated by the authority. 

Section 6. Self-sufficiency of projects. (11 Prior to 

the leasing of any project or entering into a loan agreement 

concerning a project, the author1ty 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; 

fbi 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 .ain~aining the project in 

good repair and keeping it properly insuredo unless the 

terms of the lease or loan agree~t provide that the lessee 

or borrower shall maintain the project and carry all 

property insurance with respect thereto. 

(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 issued. 

Prior to the issuance of any bonds authorized by {this act]• 

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 coepletion of the project 

by the lessees or borrowers and providing for payment to the 

authority of such rentals or payments• on the basis of 

determinations and findingso that wil~ 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 ~aintain any reserves considered by 

the authority to be advisable in connection with the 

project; and 

(d) pay the costs of ~aintaining the project in good 

repair and keeping it properly insuredo unless the lease or 
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loan agreeMent obligates the lessees or borrowers to pay for 

the •aintenance and insurance of the project. 

(3) Subject to the li•itations of [this act)• the 

lease. loan agreement• or extensions or modifications 

thereof •ay contain other ter•s and condit.ions mutually 

acceptable to the parties and, notwithstanding any other 

provision of law relating to the sale of property owned by 

the authority. an option .ay be granted to a lessee to 

purchase the project on ter•s and conditions as may be 

mutually acceptable to the parties. 

Section 7. Loan app·l i cations -- i nst i tuti on financing. 

(1) The authority shall contract with financial institutions 

for review of loan applications and other services related 

to the applications. The authority shall authorize such 

institutions to charge a su• equal to ll of the amount 

I oaned as a service fee. 

(21 The financial institution involved in the funaing 

of a project shall carry as its loan an aBOunt 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 authority. Loans •ay be made only to qualified 

individuals or business entities doing business in the state 

of Montana. 

(3) No single project may receive a lo~n from the 
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authority in excess of S2 million. loans 11ade by the 

authority .aay be pooled with other loans received by a 

project. 

(Col The authority aay subordinate to comaercial 

financial institutions. up to 20~ of all loans outstdnding 

on a project. when in its opinion such subordination is 

necessary to help a project through a period of expansion• 

Section e. Bonds and notes. (1) The authority •ay by 

resolution• issue negotiable notes and bonds in a principal 

aMount as the authority determines necessary to provide 

sufficient funds for achievin9 any of its purposes. 

including the payment of interest on notes and bonds of the 

authority, establishMent of reserves to secure the notes and 

bonds, including the reserve funds created under [section 

17], and all other expenditures of the authority incident to 

and necessary or convenient to carry out [this act]. 

(2) The authority •ay by resolution. from time to 

time. issue notes to renew notes and bonds or to pay notes. 

including interest, and whenever it considers refunding 

expedient. refund any bonds by the issuance of new bonds, 

whether or not the bonds to be refunded have matured, or 

issoe bonds partly to refund bonds outstanding and partly 

for any of its other purposes. 

(3) Except as otherwise expressly provided by 

resolution of the author i ty• every issue of its notes and 
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bonds is an obligation of the authority payable out of any 

revenue. assets. or money of the authority• subject-only to 

agreements with the holders of particular notes or bonds 

pledging particular revenues, assetso or ~ey. 

(4) The notes and bands shall be authorized by 

resolutions of the authority, bear a date, and mature at 

ti.es as the resolutions provide. A note may rot .ature .ore 

than <; years and a bond may not mature more than 40 years 

from the date of its issue. The bonds may be issued as 

serial bonds payable in annual insta1l.entso as term bonds, 

or as a combination thereof. The notes and bonds shall bear 

interest at a rate or rates, be in denominations, be in a 

forlllo either coupon or registered. carry registration 

privilegeso be executed in a mannero be payable in a medium 

of payment, at places within or without the stateo and be 

subject to terms of redemption as provided an resolutions. 

The notes and bonds of the authority may be sold at publ&c 

or private sale at prices above or below paro as determined 

by the authority. 

(S) The total amount of notes and bonds outstanding at 

any one timeo except notes or bonds as to which the 

authority's obligations have been satisfied and discharged 

by refunding or for which reserve for pay.ent or other means 

of payment have been otherwise providedo may not exceed *~~ 

520.Q mi ll ion. 
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Section 9. Provisions of bond resolutions. A 

resolution authori~ing notes or bondso or any issue thereofo 

~ay contain provisions. which shall be a part of the 

contract o~ contracts with the holders thereof, as to: 

111 pledging all or any part of the revenue or 

property of the authority to secure the pay111ent of the notes 

or bonds or of any issue thereof. subject to existing 

agree.ants with noteholders or bondholders; 

(2) pledging all or any part of the assets of the 

authority. including lease agreements. loan agreemen~s. 

mortgages. and obligations securing the~. to secure the 

payment of the notes or bonds or of any issue thereofo 

subject to existing agree111ents with noteholders or 

bondholders; 

(3) the use and disposition of the gross income fro• 

lease agreements. loan agree~entso and .artgages 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 trustees, paying agents. and other depositories 

and the regulation and disposition thereof; 

(S) limitations on the purpose for which the proceeds 

of the sale of notes or bonds may be applied and the pled~ 

of the proceeds to secure the payment of the notes or bonds 

or of any issue thereof; 
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(6) Ji111itations on the issuance of additional notes or 

bonds, the ter111s upon which additional notes or bonds may be 

issued and secured• and the refunding of outstanding notes 

or bonds; 

(7) the procedure, if any, by which the ter111s of any 

contract with noteholders or bondholders may be aMended or 

abrogated, the amount of notes or bonds the holders of which 

must consent thereto, and the aanner in which such consent 

111ay be given; 

{8) a co-.it~nt to e~loy adequate and cOMpetent 

personnel at reasonable coapensation, salaries. fees, and 

charges as 111ay be deterained by the authority in conjunction 

with the depart.ent and to aaintain suitable facilities and 

services for the purpose of carrying out its progra•s; 

(9) vesting in a trustee such property, rights. 

powers, and duties in trust as the authority deter111ines; 

(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 default• including as a aatter of 

right the appoint~nt of a receiver. Rights and re.edies ~Y 

not be inconsistent with the Jaws of the state and the other 

provisions of [this act]; and 

(11) any other 111atters of I ike 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 p1edge. Any pledge made by the 

authority is valid and binding fro• the tiMe the pledge is 

made. The revenues, money, or property pledged and received 

by the authority stJaJ I i-ediately be subject to the lien of 

the pledge without any physical delivery or further act• The 

lien of any pledqe shall be valid and bindinq against all 

parties having claims of any kindo whether in tort• 

contract• or otherwise against the authority, irrespective 

of whether such parties have notice thereof. Neither the 

resolution nor any other instruaent by which a pledge is 

created is required to be recorded. 

Section 11. Personal liability. The authority Me•bers 

and employees of the departeent are not personally liable or 

accountable by reason of the issuance of or on any 

note issued by the authority. 

Section 12. Purchase of notes and 

bond or 

bonds 

cancellation. The authority. subject to existing agreements 

with noteholders or bondholders• mayo out of any funds 

available for that purpose. purchase notes or bonds of the 

authorityo which shall then be canceled, at a price not 

exceeding: 

(l) the current rede•ption price plus accrued interest 

to the next interest payeento if the notes or bonds are then 
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redee~~~able; or 

(2) the rede•ption price applicable on the first date 

after the purchase on ~hich the notes or bonds beco-. 

subject to redemption plus accrued interest to that date 9 if 

the notes or bonds are not then redeemable. 

Section 13. Trust indenture. {1) In the discretion of 

the authority, the bonds •ay be secured by a trust indenture 

between the authority and a corporate trustee, ~hich •ay be 

a 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 reasonable, propero and not in 

violation of la.wo including covenants setting forth the 

duties of the authority in relation t.o the exercise of its 

powers and the custody, safeguarding, and application of all 

money. The authority •ay 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 •ethod of disburse.anto with safeguards and 

restrictions it considers necessary. 

(2) All expenditures incurred in carrying out a trust 

indenture may be treated as part of the operating 

expenditures of the authority. 

Section 14• Negotiability of bonds. Notes and bonds 

issued by the authority are negotiable instruments under the 
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Unifor• Co•aercial Codeo subject only to the provisions for 

registration of notes and bonds. 

Section 15. Signatures of autl\ority •embers. If 

authority ~embers whose signatures appear on notes or bonds 

or coupons cease to be members before ~he delivery of the 

notes or bonds, their signatures shallo nevertheless, be 

valid and sufficient for all purposes• the same as if the 

•embers had re•ained in office until delivery. 

Section 16. Accounts. The authority shall create the 

following separate accounts: 

[l) a bond proceeds account into which bond proceeds 

shall be deposited; 

(Z) a capital reserve account. as provided in [section 

17]; and 

(3) an operatin9 account for defraying the operational 

costs of the authority. 

Section 11. Reserve funds and appropriations. (1) The 

authority shall establish a capital reserve account and pay 

into it: 

(a) any funds appropriated and ~ade available by the 

state for the purpose of the account; 

(b) any proceeds of sale of notes or bonds to ~ 

extent provided in the resolutions or indentures of the 

authority authorizing their issuance; and 

{c) any other funds which aay be available to the 

-18- HB 798 



2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

l9 

20 

21 

22 

23 

24 

25 

HB 0796/02 

authority fro• any other source for the purpose of the 

account. 

12t All~ funds held in the capital reserve account 

shall be used solely for the pay~t 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 

bonds, the purchase or redeMption of the bonds, the payMent 

of interest on the bonds, or the payaent 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 

a1110unt less than the su• of •inimum capital reserve 

requirements established in the resolutions or indentures of 

the authority for the accounto except• with respect to bonds 

secured in whole or in part by the account, for the purpose 

of making pay~t, when due, of principal, interest, 

redemption premiums, and sinking fund payaents for the 

payMent of which other money pledged is not available. Any 

inco.e or interest earned by or incremental to the capital 

reserve account due to its investment may be transferred to 

other accauncs of the authority to an extent that does not 

reduce the a.aunt of the capital reserve account below the 

su•·of mini•um capital reserve requirements for the account. 

(3} The authority eay 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 miniaum capital reserve requirement 

for the bonds. 

( 4) In computing the amount of the capital reserve 

account, securities in which all or a portion of the account 

are invested shall be valued at par oro if purchased at less 

than par, at their cast to the authority. 

Section 18. Haintenance of capital reserve account• 

C l) rn order to as-sure the •aintenance of the capital 

reserve account, the chairman of the authority shall, at 

3-month intervals beginning on September 1• 198lo deliver to 

the governor a certificate stating the sumo if any, required 

to restore the capital reserve account to the mini~ 

capital reserve requirements. The governor shall require the 

director of the depart-ant to remit the sum require~ to 

restore the capital reserve account to the sum of the 

•ini•u• capital reserve requirements utilizing revenue 

derived froe interest earni·ngs fro• the coal severance tax 

permanent trust fund created by Article rx, section 5, of 

the Montana constitution. All such su•s shall be deposited 

in the capital reserve account. 

{2) Prior to the lOth legisl·ative day of each regular 

legislative session• the budget director shall provide the 

legislature with an estimate of interest earnings from the 
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per~anent coal trust fundo and ZO~ of such estimated 

interest earnings is hereby reserved and pledged for the use 

by the authority as specified in this section. 

(3) All a•ounts re•itted to the authority by the 

director of the depart~nt under this section constitute 

advances to any bonds or notes of the authority and shall be 

repaid to the state treasury without interest froa available 

operating revenues of the authority in excess of amounts 

required for the pay~nt of bonds, notes, or other 

ob1 igations of the author tty for .aintenance of the capital 

reserve account and operating expenses. 

Section 19. Refunding obligations -- issuance. The 

authority •ay provide for the issuance of refunding 

obligations for refunding any obligations then outstanding 

that have been issued under [this act)• including the 

payment of any redemption of the obligations. The issuance 

of obligations. the •aturities and other detailso the rights 

of the holders. and the rights, dutieso and obligations of 

the authority are governed by the appropriate provis&ons of 

(this act] that relate to the issuance of obligations. 

Section 20. Refunding obligations --sale. Refunding 

obligations may be sold or exchanged for outstanding 

obligations issued under (this act]. The proceeds may be 

applied to the purchase, redeaption, or payMent of 

outstanding obligations. Pending the application of the 
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proceeds of refunding obligations and other available funds 

to the payment of principal, accrued interest• and any 

redemption premiu~ on the obligations being refunded and• if 

per~itted in the resolution authorizing the issuance of the 

refunding obligations or in the trust agreement securing 

the~• to the payment of interest on refunding obligations 

and expenses in connection with refunding• the proceeds may 

be invested as provided in Title 17• chapter 6. 

Section 21. Credit of state not pledged. Obligations 

issued under the provisions of [this act] do not constitute 

a debt, liability• obligation, or pledge of the faith and 

credit of the state, but are payable solely from the 

revenues or assets of the authority. An obligation issued 

under {this act] sha11· contain on the face thereof a 

stateeent to the effect that the state of Montana is not 

liable on the obligation, the obligation is not a debt of 

the state. and neither the faith and credit ~ the taxing 

power of the state is pledged to the payment of the 

principal of or the interest on the obligation. 

Section 22. ~ftn~s~-aud?~--tit-~he--~ftortt~~s--books 

e~-reeerds-she~•-ee-sadtted-et-~~t-onee-eeeh-~t~ee+-~e~ 

~t-~~e--~ts+ett.e--euet~--me~-e~~-eft-e•dtt-et 

efty--~?•e--apen--the--request--o+--tfte---•egts+ettve---e~ 

ee-t1:'tee~ ~NN!J!L_AUQ!T• T!:!f_!UTHORITY•S BOOK~ AND RECORDS 

HU~!~AUQ!TEO_AT LEAST ON£E EA~!EAR_BY THE LEGISLATIVE 
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AUDITOR DR BY -~_L~Im.!~!!!!Q~_Qillfill._!!__l!j£ 

LEGISLATIVE AUDIT COMMITTEE. THE COST OF THE AUDIT SHALL BE 

PAID BY THE !Y!HORITY. 

Section 23. Tax exeaption of bonds. Bond~, notes, or 

other obligations issued by the authority under (this act]• 

their transfer, and inca- (including any profits Made on 

their saleJ are free fro. taxation by the state or any 

political subdivision or other instruaentality of the state, 

except for Jnheritanceo estateo and gift taxes. The 

authority is not required to pay recording or transfer fees 

or taxes on instruaents recorded by it. 

Section Zit. Taxation of projects. (1) Notwithstanding 

that title to a project aay be in the authority, the 

14 projects are subject to taxation to the same extentt 1n the 

15 sane .annero and under the saae procedures as privately 

16 owned property in siMilar circuastances if the projects are 

11 leased to or held by private interests on both the 

18 assessaent date and the date the levy is •ade in any year. 

19 The projects are not subject to taxation in any year if they 

zo are not leased to or held by private interests on both the 

21 assessaent date and the date the levy is made in that year. 

22 (2) If personal property owned by a aunicipality or 

23 county is taxed under this section and the personal property 

24 taxes are delinquent• levy by warrant of distraint for 

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

Section 25. Pledge of the state. In accordance with 

the Constitution of the United States and the Constitution 

of the State of Montana, the state pledges that it will not 

in any way iMpair the obligations of any agreeMent between 

the authority and the holders of notes and bonds issued by 

the authorit1• including but not 1i~ited to an agreement to 

ad•inister an econo~ic deve,opment program f1nanced by the 

issuance of bonds and to e•ploy a staff sufficient and 

cOMpetent for this purpose. 

-End-
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STATEMENT OF INTENT 

HOUSE BILL 798 

House Business and Industry Committee 

H8 798 

5 A statement of intent is ~equired fa~ this bill because 

b it grants rulemaking autho~ity. 

1 5ee~te" SEf:TlONS 5(3).t_]il_l_,_M:!Q_27.ill of the bill 

B autho~ize the Montana economic development autho~ity to 

9 adopt all procedural and substantive rules necessa~y fo~ the 

10 administ~ation of the act. 

il It is intended that these rules deal with the te~ms of 

12 lodns, fo~ms fa~ loan applications. sale of bondso internal 

13 management of the authority's business, procedu~es for 

14 servicing loans by financial institutions, PROCEOUR~2_~ 

15 §~~~~~l£~~_hg~~~~Q£~_THf_~Q~N GUA~ANTY __ PRO~~~_RfY!£~ 

lb 

17 

Qt_ _ _1Q~~--~~e1!~~!1 ON2__, __ AND 

~f~Q~~E~~!ON and disposing of 

18 reserve requirements. 

procedures 

property, and 

for eeqt~trt"g 

establishing 

19 Section 5(21) ~equires the authority to designate 

20 "primary industriesu, which are to be given preference for 

21 loans. 

22 It is intended that primary industries oe commercial, 

23 manufacturing, aqriculturalr industrial, transportation, 

24 recreational, and tourist enterprises. 
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INTRODUCED BV HANNAH, FABREGA, Do O'HARA, LUND, WINSlOW, 

MARKS, MOORE, FAGG, AZZARA, KITSElMANt SEIFERT, MEYE~, 

VINCENT, KEMMISo MENAHANo MATSKOt PHILLIPS, SCHULTZ, 

BRIGGSo OUILJClo DUSSAULT, DAILYo HARRINGTON, CONN 

A BILL FOR AN ACT ENTITLED: "AN ACT TO CREATE AN ECONOMIC 

DEVELOPMENT AUTHORITY!==~Rs~~fN6-=~N--s68NBMft=-9EYE~6PHE~ 

~~·~~~~¥==E~~Bt==~~8~f~N6-=f8R--~Hs==i25HAN~E-=~===~E~ERA~ 

§~~f6Af!§~==BSN§5--~§==f~H&==!~E~~~~R~~f¥-F~~i~EATI~§_AN 

ECO~QMi~ _ _QsYELQPME~!__§!,!~~ANTY _B,!~Q; PROVIDING FOR THE: 

ISSUANCE OF BONOS TO FINANCE PROJECTS; DESIGNATING TYPES OF 

PROJECTS TO BE 

CARRYING OUT 

AUTHORITY." 

FUNDED; CREATING ACCOUNTS NECESSARY FOR 

THE PROGRAM; AND PROVIDING RULEHAKING 

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

Section 1. Short title. [This act] shall be known and 

may be cited as the NHontana Economic Development Act of 

l'lBl"o 

Section 2. Policy statement. (1) It is the pol icy of 

the state of Montana, in the interest of pro.oting the 

health, safety, and general welfare of all the people of the 

st3ter to increase job opportunities and to retain existing 

jobs by makinq available through the economic development 
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authority funds for industrial, commercial, manufacturing, 

recreational, tourist. and health care development• AN~ All 

fHA~~1_Qf_!tl£_!lYESTQ~~-ANO_~GRICULT!,!RA1_!~UST~!· 

(2) The legislature finds that: 

(a) a vigorous growing economy is the basic source of 

job opportunities; 

{b) protection against unemploy.ent, its economic 

burdens. and the spread of economic stagnation in the areas 

affected can best be provided by promoting, attracting, 

stimulating• and revitalizing i ndu st ry, manufactur ingo 

commerce. recreation, tourism. and health care facilities in 

such areas; and 

{C) the state of Montana has a responsibility to help 

create a favorable climate for new and improved job 

opportunities for its citizens by encouraging the 

development of business. 

Section 3. Definitions. As used in [this act)• unless 

the context requires otherwise. the following definitions 

apply: 

(1) •Authority" means the economic development 

authority created in (section 41• 

(2) •sond" means any bond, note. debenture, interim 

certificate• or other e~idence of financial 

issued by the authority pursuant to [this act]• 

indebtedness 

(3) "Capital reserve account" means the capital 

-2- H& 798 
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reserve account provided for in [section 17]. 

141 "COMposite bond" means a bond issued under the 

provisions of [this act)• the proceeds of which may be used 

to finance more than one project. 

(51 "Departlllent" means the depar tJRent of 

administration provided for in Title 2• chapter 15, part 10. 

(6) "Mortgage" means a mortgage deed, deed of trust. 

or other security device. 

(71 "Primary industries" means industries designated 

as such, from time to timeo by the authority. 

(8) flProject" means any land, building, or other 

improvement and any other real or personal property 

considered necessary in connection therewith, whether or not 

in e~istencet that is suitable for use for: 

(a) com~rcial, 

enterprises; 

manufactur i ngo 

(b) recreation or tourist facilities; 

or industrial 

(c) hospitals, long-term care facilities, or Medical 

facilities; or 

(d) any combination of these projects. 

(9) "Project costs" means the cost of acquiring or 

improving any projectt including the following~ 

(a) the actual cost of acquaring or improving real 

estate for any project; 

(b) the actual cost of construction of all or any part 
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of a project that may be constructed, including arcnitects• 

and engineers• fees; 

(c) all expenses in connection with the authoriZdtion, 

sale, and issuance of the bonds to finance such acquisition 

or improvement; 

(dl 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 constructaon, during construction. and not 

exceeding 6 months after completion of construction. 

(10) "Financial institutionN means a bank, savings and 

loan association• or credit union authorized to do business 

in the state of Montana. 

Section 4. Economic development authority 

allocation-- composition ---ques+-j~d~eta+. (l) There is an 

economic development authority consi.ting of seven members 

who shall be informed and experienced in economics or 

finance. TWO "EMBERS OF THE AUTHORITY MUST BE ACTIVE 

f~g!!CifAN!~~-!~~~~GEHE~~-_fl~ANCI~-~~!~!~ 

t~t1ll fwe !tlgEE members shall be appointed by the 

governor a~-prev~ded-tft-~-~5-t~~ AS_PROVIDED_!~_2-l~l£~· 

tbt--Bfte-aembe~-who-t~-aft--eet~ve--pa~~tetpaftt--tft--~~ 

m~"~~e~nt--e~-a-~~ftene+a+-~ft~~t~ttt~eft-~ha+l-be-appetnted-by 

eeeh-e~-the-+&++ew+ng+ 

1~1-~~0V~QE_SHAL~ CONSIOf~~!~_!ffOlNTHENTS TO 
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l~E-~UTHQRIT!_f~OM A-~~~fh_QF NAME~-~UBMITTEQ_~~ HERE~~fl£~ 

~~Y!DEQ~!~Q_f£RSON~~All_SE APPO!NTEQ __ TO ___ f~£_~NE1 __ tiY 

~~~~_Qf_!~FOL10WING_l~DlyiOUA1S: 

(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. 

t~t--~~~--~*•-m~mb@r~-eppef~d-pu~~e~t-te-~~b~~~tfo~~ 

ttttet-e~~ttttbt-~he+~-eppo+~t-t~-~e•~nt~-m@mb@r• 

t~t--~~e-o~tho~tty-~he++-e+~--a--ehef~~"--aHo--o~Rer 

n~~55ary-o~~fe~r5w 

t3t--ih~-o~therfty-+~-de5f~~~ed-q~e5~-j~teto+-~~~-t~ 

pnrpo~~~ ~HE--£EA~~=-8F--~£M9£~5-=§F-=!HE==*~~8A~~~-E!PfR~ 

I2!~~!8ENf~ii¥-~±!~=!~I=!ER~~-8f-iHI=~PPefNlfN6=8FFfEER~~ 

l~l __ fQ~?E~SAT!ON __ Qf__~~~~ERS __ AND __ f~CT!ONi__OF _ _IHe 

AUT~QE!!! __ ~~E __ RE~~LA!fQ __ ~!__2~ffllQNS __ ill_~Q _ _i~l of 

2-15-124. 

t4t121 The authority is allocated to the dep~rtment of 

ddministratton for administrative purposes only• as provided 

'" 2-15-121. 

t5ti~l The staff of the board of· housing creat2d in 

2-15-1008 shall also serve as staff of the authority. 

t6tlll 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 stockholder, officer, 
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~---FINAt:;C.IAL 

the authority's 

l~l--~~hES~~f __ !~-~--fUL1-TI~~--~~hARIEO __ OFfi££~--OR 

fMP1QYEf_Qf_!~~_2!~!£_QE_Qf_~Q1!!ICAL_2UBulV.!_SION Qt_THIS 

~TA!E•--E~f~--~EMBER_!~_ENT!TLEQ_!Q_~fAIQ_S25_FOR~~ DAY 

!~~IC.H_HE_!2__ACTY~hlY_~~Q __ ~Ec.E~SAR!LY __ ENG~GEO_~- THE 

PEEfORM~~~_Qf-~Y!~QE!l!_QUT!~~~O HE_!i_AlSQ~!l!1fQ_!Q 

~5-~fl~~UR}£Q __ fQ~--!~~YEL __ f!PENS£~~--~i__f~OVlQfQ __ F03 __ IN 

£-1§=2Ql_!~~Q~~~-£=!~=2QlL_!~CU~REQ_WH!bi_IN_THf_~E~fOR~~NCE 

Qf__~UT~OR!!! __ QUT!£~~--MEM~£Ei_~Q-~~E_FULL-!!ME SAL~~IED 

OFt!~I~~-Q~_£MP10Y§f} __ Qf __ !tl~-_}!~TE __ OR __ Qf __ ~~Ol!!ICAl 

SUBQ!.Y!}ION_Of_!HIS ST~!f~~I_~Q!_f~Tl!LED TO 3E COMPENSATED 

fQ~--!~I~--~I~YlfE--~~--ME~BER~ __ §y~RE __ E~T!TLEO _ _!Q_~ 

~Il~EUR}ED_£QE_!~AVfh_I!PE~~Ii_~i_PRQVIQED_fQE__~_2-l~=SOl 

!tl~Q~GH_2-J~=50J~ 

i1l __ !~E_-~EM~£~i__OF _ _!HE_~UTHQE!!!_2H~1h_~E SUBJE£!-IQ 

~f~~!f_~Q~f!~~~!!Q~-~2_~ROV!DED ~£-15-!Z't. 

Section s. Powers of the authority. The dUthority may: 

[l) sue and be sued; 

[2) have a seal; 

[ J I adopt all procedural and subst.1ntive r u1 es 

necessary for the administration of [this actJ; 

[4) make contracts, agreements, and oth~r instruments 

necessary or convenient for the exercise of tts powers under 

-6- H'3 798 



2 

3 

4 

5 

6 

1 

B 

9 

10 

ll 

12 

l3 

14 

15 

16 

11 

16 

19 

20 

2l 

Z2 

.;>3 

24 

25 

HB 0798/03 

[this act]; 

(5) enter into agreements or other transactions with 

any federal, state • or local governmental agency or any 

person or any domestic or foreign partnership. corporation, 

association, or organization in carrying out [this actj; 

[61 enter into agreements or other transactions with 

and accept grants and the cooperation of any governmental 

agency in furtherance of [this act]; 

171 accept services, appropriations, giftso grants. 

bequests, and devises and utilize or daspose of th~m in 

carrying out [this act); 

(8) 

(a) 

with regard to property: 

acquire real or personal property or any right, 

ant·erest, or easement therein by ga ft. purchase, transfer, 

foreclosure. lease, or otherwise; 

[b) hol do sell, assign, lease, encumber, mortgage, or 

otherwise dispose of property; 

(c) hold, sell, assign• or otherwise dispose of any 

mort gage or loan owned by it or in its control or custody; 

(d) release or relinquish any raghto title, claim• 

interest, eassmento or demand, however acquired, incluuing 

any, equ.ity or ri.g.ht of redemp-t&on in property; 

(el do any of the foregoing by public or private sale, 

with or without public bidding; 

(f} commence any action to protect or enforce any 
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right conferred upon it by lawo mortgage. lease, contract, 

or other agreement; 

(gl ~id for and purchase property at any fnreclosur.-. 

or oth~r sale or acquire or take possession of i~ in lieu of 

foreclosure; and 

(h) op.;>rat-e, manageo leas.eo d1spose ofo and oth,"rwis" 

deal with such property in any ma~er necessary or desarable 

to protect its int~rests and the holders of ats bonds or 

notes cons1stent with any agreement with such holders; 

( 9) 

loans; 

{ 10 J 

subject 

serv1ceo contract. and pay for the ~erv1cin~ of 

invest any funJs not required for immedaate uS!::"• 

to any agreements with its bondholders ana 

notahoiJers.o as provided in Title 17, chapter ~; 

(11) consent. whenever it considers. n ec es.s ar y or 

desirable in fulfilling its purposes, to the mooificatton of 

the rate of interest. time, and payment of any installment 

of principal or interest. security. or any other term of any 

contract, lease agreement, loan agreement. mortrjage., 

mortgage 1 oan, mort'}age loan commitment, construction 1 oan, 

advance contract, or agreement of any kindo subject to any 

a~reement with bondholders and noteholders; 

(12) collect reasonable interest, fees., and chc~rge~ tn 

connection with making and servicing its lease agreements. 

loan agreements. mortgage loans, notes, bonds. commitments. 

-8- Ha 798 
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and other evidences of Indebtedness. Interest, fee so and 

charges shall be limited to the amounts required to pay the 

costs of tne authority• including operatiny and 

administra~ive expenses and reasonable allowances for losses 

that may be incurred; 

(13) procure insurance or guarantees from any parties, 

including governmental agencies, against any loss 1n 

connection ~ith itso lease agreements, loan agreements, 

mort1ag~ loans, and other assets or property in amountso and 

tn the form the authortty considers jesirable or necessary; 

tt4t-~eqtt+re~-&y-eeft5~r~e~~en~-p~reha5e~-dev~5eT--~~f~T 

+e~~e.--er--efty--eem&~na~~en--ef--~~eh--me~~ed~.-ene-er-mere 

~~ejeet~-leeeted-~th~n-th~~-~te~ 

tt5t-lee5~-~e-ethe~~-eny-or-ell--of--~t5--proJee~~--fer 

5~eh--ren~e+5-end-~pen-~erm5-end-eone~tien5T-een3i~teRt-"~~h 

~he-prevtsion5-of-f~h~~-aetjT-that-the--aHther~~y--eon~tde~~ 

edTr~ehle~ 

ti6t 11.1:1 enter into agreements, upon 

author1ty cons1ders advisable and not in conflict 

terms 

wtth 

the 

th~ 

provistons of [this act], to loan the proceeds of its bonds 

to others for the purpose of defraying the cost of acquiring 

or improving any proJect; 

t~+tll~l issue bonds, 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); 

tl~t1!~1 sell and convey any real or personal property 

acquired as provided by subsection {8) and make any order 

r!"spectinq ito as may be conducive to the best 

the authoritY• However, such sale or conveyance 

interest of 

is subject 

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

encumbrance. 

tl9ti!ll fflaR@---eftft participate in making loans to 

individuals. corporations. and government agencies ~NDE~ 

!£~~~--~~Q_f~~Ql!lQ~~-!!_fBf~CR!BES_ANQ_f~3~UA~!-IQ_[SEf!IJ~ 

!1 and accept guarantees from individuals. corporations, and 

government agencies of its loans or the resultant evidences 

of obligations to the authority; 

trAtll~l tssue notes and bonds, including composite 

bonds, and replace lost. destroyed. or mutilated notes and 

bonds; and 

trttll11 qtve preference, in exercising its powers, to 

primary industries as designated by the authortty. 

Section 6. Self-sufficiency of projects. {l) Prior to 

the leasing of any project or entering into a loan agreement 

concerning a proJect. 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; 

-10- H5 798 



2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

l3 

14 

15 

16 

17 

18 

19 

20 

,21 

2l 

23 

24 

25 

HB 0796/03 

(b) the amount necessa~y to be paid into any ~eserve 

funds that the authority conside~s advisable to establish in 

connection with the reti~ement of the proposed bonds and the 

maintenance of the project including taxes; and 

[C) the estimated cast of maintaining the proJeCt in 

good repair and keeping it proper I y i nsu~ed, un I ess the 

terms of the lease or loan agreement provide that the lessee 

or borrower shall maintain the project and carry all 

property insurance wtth respect thereto. 

(2) The determinations and findings of the authority 

required by sub sect ion { 1) shall be set forth t n the 

proceedings under which the proposed bonds are to be issued. 

Prior to the issuance of any bonds authorized by [this act}• 

the auU1ori ty shall 1 ease the project to a lessE-e or lessees 

or enter into a loan agreement with a borrower under a lease 

or loan agreement condttioned upon completion of the proJeCt 

by the lessees or borrowers and providtng for payment to the 

authority of such rentals or payments, on the basis of 

determinations and findings, that will be suff1cient to: 

[a) pay the principal of and interest on the bonds 

issued to financ~ the project; 

(bt pay thertaxes on the project; 

(c) build up and maintain any reserves considered oy 

the authority to be advisable in connection witn the 

project; and 
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(d) pay the costs of maintaining the project in JOOd 

repair and keeping it properly insured, unless the le3se or 

loan agreement obligates the lessees or borrowers to p~y for 

the maintenance and insurance of the project. 

(3) Subject to the limitations of [this act]• tht: 

1 e~s e. 1oan aqree,nent, or extensions or modi fic.•t 10ns 

thereof may contain other terms and conditions .uutua 11 y 

acceptable to the parties and. notwithstanding any other 

provision of law relating to the sale of property owned ny 

the authority. an option may be granted to a les~ee to 

purchase the project on terms and conditions as may 0~ 

mutually acceptable to the parties. 

Section 7. Loan applications-- 1nstotutoon financon9. 

(l) The authority shall contract WJth ftnancial jnst1tut1ons 

for review of loan applications and other services related 

to the appl icat1ons. The authority shall authorile such 

institutions to charge a sum eq~e+-~e NOT_Il_EXCEEQ l% of 

the amount loaned as a service fee~ __ PROtlDEQ__2UCH _FE£ _ _]2 

fON2l2JfNT __ ~l!~-_!~f-1~EMS_Qf_!HE_lNTfB~h-~fV1~UE_fQQ£ AND 

~fGUh~!!QNS_ADOf!£Q_!~£~EU~QERo 

[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. rhe 

financial institution may secure tts percentage of the loan 

with security other than the kond of security requ1red by 

-12- H:> 798 



2 

3 

4 

5 

6 

7 

8 

9 

If) 

ll 

12 

13 

14 

15 

lt 

17 

18 

19 

zo 

ll 

22 

23 

24 

25 

HB 079Bf03 

the authority. 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 12 million. Loans made oy the 

author1ty may oe pooled with other loans received by a 

project. 

t4t--~he---au~Ao~~~y---mey--5ueer~fnate--te--eo~Merefa+ 

~iM~Mef~+-~n~ti~u~oM~y-up-te-iS~-e~-e++--+ea~--eut~ta~~~"~ 

en--e--pro1eety--wften--~n--~t~-op~nien-~ue"-~ubord~na~~on-i~ 

ne~e~~ery-to-~+p-a-prejeet-~hreuqh-o-peried--o~--ex~on~~on~ 

l~l _ _hQ~~~-~!DE_~!_THf_AUT~ORJl!_~~ST_~~ffUREJ 8!~! 

fRufi~l!_Q3_fDLhATf~~b_!~~UTHORIT!_fONi!Q£~2_~ECE~SA~!~ 

12l __ !~~~~lHD~!TY_~HALh_BY~ht_s~TABhlSH~ 

l~l __ f~DCEQ~RE~ ____ FD~ ___ _20ll~l!IN§___~ND ___ ~y~LU~TING 

~PPb!CA!!QNSi 

L~l-~_SY~If~_fQ~_fY~hY~I!~~-!PPllCAI!QNS _ _fQ~~~fRING 

!HE_£0L1Q~!~~~!I£~!!l 

l!l __ !~£~ff~!f~Nf~~~£~QRTHi 

1!!1_!~£ ___ APP1!CA~~-_!~!BiliTY __ TO __ ~EC~RE __ ~DE9UAT~ 

£!~!~~!~~-E~Q~QTHEg_~QygCE~~-~!NTEgES!_RATf __ THAl__WILl 

ALLQ~-~EA~ONA~hf_f~OSfEC!_FOR_REP!YMEN!i 

1!!!l_l~f__APP1!f~~T•S_ TRAINI~~NO EXP~~~fi_!~_l~f 

l~Q~~!~!_l~YQ1Y£Q_!~_TH£~QPOS£Q_f~QJEfT; 

l!Yl_!~E~fPL!~A~!~l_f~OSPECTS_F0~ _ _2UCCEEQING __ !~ THE 
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E~QfQ~fQ_~~QdEC!i 

1Yl __ !~E ___ QEG~£f_!Q~!ftl_!~~~-Qg~£~£~SED ~~ 

~ESYh!l~~_f~Q~-!~f-hQAN_~lhh~f!_!~t_Q~JECTIVE~_Qt_LSE~!~ 

£Ji_!ND 

iY!l~~!_Q!HE~_tAC!DRS_~!!_fRESf~§£~ 

Section a. Bonds and notes. (1) The authority may by 

reso·lution. issue negotiable notes and bonds in a principal 

amount as the authority determines necessary to provide 

sufficient funds for achieving any of its purposes. 

including the paymen~ of interest on notes and bonds of th~ 

authority. establishment of reserves to secure the notes and 

bond so includtng the reserve funds created under {section 

17jo and all other expenditures of the authority incident to 

and necessary or convenient to carry out (this actj. 

(2) The authority may ~y resolution. from time to 

time. issue notes to renew notes and bonds or to pay notes 0 

including interest• and whenever it considers refunding 

expedient. refund any bonds by the issuance of new bonds. 

whether or not the bonds to be refunded have matured. or 

issue bonds partly to refund bonds outstanding ana partly 

for any of its other purposes. 

( 3) Except as otherwise expressly proviaed oy 

resolution of the authority. every issue of its not~s and 

bonds is an obligation of the authority payable out of any 

revenue. assets. or money of the authority. subJeCt only to 
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agreements with the holders of particular notes or 

pledging particular revenues, assets, or money. 

bonds 

( 4) The notes and bonds shall be authorized by 

resolutions of the authoritY• bear a dateo and mature at 

times as the resol~tions provide. A note may not mature more 

than 5 years and a bond may not mature more than 40 years 

from the date of its issue. The bonds may b~ issu~d as 

seri a! bonds payable 1n annual installments. dS tenn bonds. 

or as a combination thereof. The notes and bonds shall uear 

interest at a rate or rates, be in denominations, be an a 

form, either coupon or registered, carry registr<~tion 

privileges, be executed in a manner, be payable in a medium 

of payment, at places within or without the state. 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 paro as determ1neo 

by the authority. 

(5) The total amount of notes and bonds outstand1ng at 

any one timet except notes or bonds as to which the 

authority's obligations have been satisf1ed and di~ch~rged 

by refunding or for which reserve for payment or other means 

of payment have been otherwise provided• may not exceed ~f56 

!r6~ !2Q mi Ilion. 

Section 9. Provisions of bond reso l utI oo s. A 

resolution authorizing notes or bonds, or any 1ssue thereof • 

-1'>- H8 79~ 

-~: 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

1'< 

20 

21 

22 

23 

24 

25 

HB 07'<8/03 

may contain provisions. which shall be a 

contract or contracts with the holders thereof, 

part uf the 

as to= 

{ l) pledging all or any part of the revenU4--! or-

property of the authority to secure the payment of the notes 

or bonds or of any issue thereof. subJeCt to exi~tinq 

agreements with noteholders or bondhoJ·jers.; 

(2) pledging all or any part of the assets of the 

authority, including lease agreements, loan agreements. 

mortgages, and obligations 

payment of the notes or 

securing them• to secure the 

bonds or of any 1ssue th~reof, 

subject to eKi>ting 

bondholders; 

agreements with noteholders or 

(3) tha use and disposition of the gross income from 

lease agreements, loan agreements~ dnd mort~dqes own~~ oy 

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 trustees. paying agents• 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; 

{6) limitations on the issuance of additional notes or 

bonds, the terms upon which additional notes or bonds may oe 
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issued and se~uredo and the refunding of outstanding not~s 

or bonds; 

(7) the pro~edureo if any. by whi~h the terms of any 

contract with noteholders or bondholders may b2 amended or 

abro.-latedo the amount of notes or bonds the holders of which 

must consent thereto. and the Manner in which such consent 

may be g i ven ; 

(8) a comnit~nt to employ adequate and competent 

personne 1 ~t reasonable compensation• salaries. fee~. and 

charges as may be determined by the authority in conJunction 

with the department and to maintain suitable facilittes and 

services for the purpose of ~arrying out its programs; 

( 9) vesting in a trustee su~h property. rtghts. 

powers, and duties in trust as the authority determines; 

a~ts or omi~sions that s~tall {10) defining the 

con~titute a default in the obligations and duties of th~ 

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 default. 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 

that in any way affect the security or protection of 

holders of the notes or bonds. 

the 
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Sect ian 10. Validity of pledge. Any pledge made by the 

authority is valid and binding from the time the pledge is 

made. The revenues. money. or property pledged and receaved 

by the authority shall immediately be subject to the lien of 

the pledge without any physical delivery or further act. The 

li~n of any pledge shall be valid and binding against all 

parties having claims of any kindo whether in torto 

contract. or otherwise against the authority. irrespective 

of whether ~uch parties have notice thereof. Neither the 

res.ol uti on nor- any other instrument by which a pledge IS 

created is required to be recorded. 

Section 11. 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 hond or 

note issued by the authority. 

Section 12. Purchase of notes and bonds 

cancellation. The authority. subject to existing agreements 

with noteholders or bondholders. mayo out of any funds 

available for that purpose. purchase notes or bonds Jf the 

authority. which shall then be canceled. at a pric~ not 

exceeding: 

(1) the current redemption price plus accrued interest 

to the next interest payment. if the notes or bonds are then 

redeemable; or 

! 2 J the redemption price applicable on the first date 
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after the purchase on which the notes or bonds become 

subject to redemption plus accrued Interest to that date• if 

the notes or bonds are not then redeemable. 

Section 13. Trust indenture. (1~ In the discret1on of 

the authority, the bonds may be secured by a trust indenture 

between the authority and a corporate trustee, which m_•y be 

a trust company or bank having the power of a trust company 

either in or outside the state. A trust inoenture may 

contain provisions for protecting and enforcing bondllolclers' 

rights and remedies that are reasonable, proper, and not in 

violation of law, including covenants setting forth the 

duties of the authority in relation to the exercise of its 

powers and the custody, safeguarding, and appliCation of all 

mon<>y. The ,,uthority may provide by a trust Indenture tor 

the payment of the proceeds of the bonds and revenues to the 

trustee 

for the 

under the trust indenture of another depository and 

method of disbursement, with safeguards and 

restrictions it considers necessary. 

!2} A 1 I expenditures incurred in carrying out a trust 

1ndenture may be treated as part of 

expenditures of the authOrity. 

Section 14. Negotiability of bonds. 

the operating 

Notes and bonds 

issued by the authority are negotiable instruments under the 

Uniform Commercial Code, subject only to the provisions for 

registration of notes and bonds. 
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Section 15. Signatures of authority membe..-s.. If 

authority members whose signatures appear on notes or bonds 

or coupons cease to be members before the delivery of th? 

not~s or bonds, their signatures shall. nevertheless. be 

valid and sufficient for all purposes, the same a> 1f the 

members had remained in office unt1l delivery. 

Secti:>n 16. Accounts. The authority shall create the 

following separate accounts: 

(1) a bond proceeds account into which bond proceeds 

shail be deposited; 

(2) a capitat reserve account as provided in 

l7J; and 

[ s,c,c t ion 

(3) an operating account for defrayinq the operat1on~l 

costs of the authority. 

Section 11. 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 provided in the resolutions or indentures of the 

author1ty authorizing their issuance; and 

(c) 

authority 

dCCOUOt• 

any other funds which may 

from any other source 
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{2) All funds held 1n the cap1tal re~erve dccount 

shc>l I be u~ed solely for the payment of the principal of or 

1nterest on t~ Donds secured in whole or in part by the 

account or the sinktn~ fund payments w1th respect to the 

bonds. tne purchase or redemptiOn of the bonds, the pc>yn>ent 

of interest on the oondso or the payment of any re<lempt ion 

to be paid when the bonds are redeemed pramtum rPQUJr9d 

pr1or to m3turity. Funds in the account may not be witharawn 

at anv t1~e in an amount that reduces the account to 3n 

d!"' ... )Un-t: lP:iS. thdn tt't.:' sum of minimum Cdpttetl res 12-rvP 

r~qu1rement~ e'tablished in the resolutions or Indentures of 

th<' authonty for the account, except• .oth respect to bonds 

secured in whole or in part by the account, for the purpose 

of "alo.inq payment. when due. of principal, interest, 

rede1nption pr12-maums. and sinking fund pay~nts fur the 

_>ay ment of Oihich other money pI edged is not ava II able. Any 

income- or interest earned by or incremental to the capital 

reserve account due to its investment may be transferred to 

otner ~ccounts of the authority to an extent that does not 

reduce the amount of the capital r~serve accou1t belo~ the 

sum of m1nL 1num capttal r-eserve requirements for tha dccount • 

Pl fhe author1ty may not issue bonds secured 1n whole 

or In ~art oy the captta1 reserve account unless the 

Juthori~y secures such deposits in th~ account from the 

proceeas of the bonds 1ssued or from any other sources 1n an 
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amount not less thdn the minimum capital reserve requirement 

for the bonds. 

{ 4) In comput1nq the amount of the capital reserve 

~ccount. securities tn which alI or a portion of the account 

are invested shall be valued at par oro 1f purchased at less 

than par. at their cost to the authority. 

~e~+en-~w--Ha~n~~n~nee-e~--e~p+~a~--re~rv~--~eeean~. 

tlt--ln--ereer--~e--e~~ure--~~e--~+n~enenee--e~-~~e-e~p~~e~ 

~e~erve-eeeeu~~-~~e-e~e+rmen-ef--~~e--eu~~ertty--~~e++v--e~ 

3-~~~-+~~er~+~-oe9tnnift9-en-5eptember-iy-i96iy-d~+tv~r-~o 

t~e-~o•~rner-e-eert~f+eate-~~e~tng-~he-~umT-if-enyy-requ~re~ 

~e--re~tore--~fte--eap~~e+--re~rve--aeeount--~e--~he-~n~~ 

eap~~a+-re~er~-requ~reeent~w-~fte-~~erner-~~~+-r~qu~re-the 

d~ree~er-ei-~he-depar~e~nt-to--remit--the--~um--requ~re~--te 

re~~ere--tfte--eep~ta+--re~er•~--eeeeunt--~o--~he--~~-of-the 

min~mum--eapi~a+--re~erve--requ+r~n~~--ut++iLin~---reyenue 

d~r+ved--frem--intere~t-eern+ng~-frem-t~e-eee+-~e¥erane~-to~ 

permonent-tru~-fttnd-e~eoted-by-•rtie+e-f*T--~eet+on--5~--e~ 

the--~e~to~o--een~~+~u~+~ny-•+~-~tt~R-~om~-~~a~f-b~-d~~o~+~ed 

+~~~e-~~~tt~+-~e~e~•e-oeeeuntw 

trt--?rter-to-t~~-l6th-~e9+~+~t+•~-doy-ef-eoe"--re~o+~r 

+~~+~+~~~•e--~~~teny--~~@-budget-d~ree~er-~ft~~-p~evide-t~ 

+e~i~+etare-wt~h-~ft-e~t~mote-ef-intere~t-~o~n+ng~--~~emr-~he 

pe~mofteft~--eee~--~ru~~--faftdT--e~-r~--ef--~ueh--e~ttmoted 

~ntere~~-ea~n+nq~-~~-hereby-~e~~rved-aftd-~~dged-fer-~he-u~ 
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ey-th~-e~the~~ty-e~-~~@etfted-tft-tht~-~eetten. 

t~t--A+~-ame~nt5--r@mttted--te--the--eut~~tty--~--t~ 

d~eete~--e+--t~e--d@partment--~n~~-tht~-~@et~en-e~~tt~te 

~~efte@~-te-efty-bend~-er-~te~-e+-th@-euthor~ty-end-~~e+~-b~ 

re~atd-te-t~e~tete-t~ee~tt~y-wttho~t-tnte~e~t-f~em-eYOT+ee+~ 

~rat~ng-reY~Ue~-e+-the-euthertty--tn--exee~--ef--ameunt3 

requ+red---fer---the--~ayMent--ef--eend5y--~ete§y--er--et"er 

oe+t~ett&n~-ef-the-euthertty-For-metntenenee-ef-the--eoptto+ 

re~erYe-oeeeunt-end-opera~ng-expen~e~w 

Section 18. Refunding obligations 

authority may provide for the issuance 

1 ssuance. The 

of refunding 

obligations for refunding any obligations then outstanding 

that have heen issued under [this act]• including the 

payment of any redemption of the obligations. fhe assuance 

of obligations. the maturities and other details. the rights 

of the holders. and the rights. duties, and obligations of 

the authority are governed by the appropriate provisions of 

[this act] that relate to the issuance of obligations. 

Section 19. 

obligations may 

Refunding obligations-

be sold or exchanged 

obliqations issued under [this act]. The 

appl iee to the purchase. redemption. 

sale. ~efunding 

for outstanding 

proceeds may be 

or payment of 

outstanding obliqations. Pending the application of the 

proceeds of refunding obligations and other available funds 

to the payment of principal, accrued inter~stt and any 
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redemption premium on the obligation~ being refunded ao~d, if 

permitt~d in the resolution authorizing the issuance of the 

refunding obligations or in the trust agreement ~ecur1ng 

them, to the payment of interest on refunding obligations 

and e~penses in connection w1th refunding. the proceeds may 

be invested as provided in Title l7o chapter 6. 

Section 20. Credit of state not pledged. Obltgations 

issued under the provisions of [this act] do not constitute 

a debt, liabi lity• obligation, or pledge of the faith and 

credit of the state, but are p<.~yable sohd y from the 

revenues or 

under [this 

assets of the authority. 

act] shall contain on 

An obligation 1ssued 

the face thereof a 

statement to the effect that the state of Montana 1s not 

liable on the obligation, the obligation is not a Je~t of 

the state• 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 21. •ftftH~+--~udtt~---t±t-~he-~atflor~t'4~-boek~ 

~nd-reeord~-~ha++-ee-~d~ted-at-lea3~-ofte@-eeeh-f~~ea~-year• 

fit--f~e-+@~~+~*t~e-~udtto~-mey-eond~et--aft--aad~t--~t 

afty---ttme---apeft--the--requ@~t--or--t"e--+e~+~+att~~--aad+t 

eommttteew ~NNU~~-~YQ!l~~f_AUlHO~ll!~~-§QQKS __ ~~Q_-~~fQRDS 

~U~! __ ~f~YOITfQ_~!-~~~~l_Q~f_EAf~_!~~B_~!_THf_hf§!21~llYI 

~UOl!Q~_QB __ ~! ___ A __ CONT~~CT~OITQ~--~i__QlREfTEO ~-~ 

LEGliLA!lYI_~Ql!_fQ~~!!IIf~I_fQ}l_Qf_TH~~~Qll_SH~ll dE 
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f~Q_eY_!HE_hUT~ORI!!~ 

Section 22. Tax exemption of bonds. Bond,, notes, or 

other obligations ;,sued by the authority under (this act]• 

their transfer, 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 ,tate, 

except for inheritance, e,tate, and gift taxes. The 

authority is not required to pay recording or transfer fees 

or taxes on instruments recorded by it. 

Section 23. Taxation of proJeCts. (l) ~>)twithstanding 

th~t t1tle to a project may be in the author1tyo the 

proJects are subJeCt to taxation to the ,ame extent, in the 

same mnnner, and under the same procedures as privately 

ownea property in similar circumstJnces •f the proJects are 

1.-ased to or held by private interests on both th'c 

assessment date and the date the levy IS made 1n any year. 

The proJeCts are not subject to taxation in any year if they 

arc not leased to or held by privat~ interests on both th2 

assessment date and the date the l~vy is made 1n that year. 

(l) If personal property owned by a municipality or 

county is t~xed under this section and the personal property 

taxes are delinquent, levy by warrant of distraint for 

collection of the del•nquent taxes may only be made on 

personal property aga1nst 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 Montana. the state pledges that it will not 

in any way impair the obligations of any agreement between 

the authority and the holder~ of notes and bonds issued by 

the author i ty, inc 1 udl ng 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. 

~f~!lQ~_25~--f~ONQ~!~_QEVf10P~f~l_2~~~~~TY_ FUN0. ___ ill 

!~f __ tY!~QE!TY_2~~hb_~~f~!£_h~-~~ONQ~1_DEy£LOP~~~!-~~~3~~!1 

fUNQ~_!~f_fY~Q_2~hhb-~f_riELO~-h_!~UST£E OR_Q!~£~!DU1lhRY 

QES!~NA!fQ_~!_!~~Y!HO~ITY~--!~ERE_~~~1h_BE_DE~OSilED __ l~TO 

!HE __ fy~~--!~_PRQ1£fQ2__QE_!HE~bf_Qf BONQ2_~UTHQ~IZ£Q_oY 

[2f1!!Q~-£~j_ANQ_2Y~~--Q!HER _ _B£VENQtS __ h~Q __ ASS£TS _ _h2_ THE 

~UT~Q~l!! __ ~HALb _ _fQ~i!QfR__NEC£5SA~!__!Q__~QMP1_Y __ ~lTH_~NY 

fQ~!3ACT_OR_h~~££~f~!_f~!ERED_~!Q_gy __ !HE __ AUT~OR!TY __ ~N~£~ 

lTH!22f!l.!. 

i~l--!~f __ h~Q~~TS __ IN_!~f_fUNO_SHAbh_BE~£Q_!Q_SA!!2E! 

~~!_flA!~_B£2UL!!~~-E~Q~_h_QEFAYbTEQ_hQ~N. __ !HE _ _h~Q~~!2_~ 

!HE __ f~~Q __ ~AY_~b2Q_~f-~SED_fQ~_ANY_QTH£~f~~P021_Qflf~~~N~Q 

~!_!~E-~~!~Q~!!!_l~-~f~QROA~~E_~!!~_GU~~AN!!_~Q~!~~CT~ __ WITH 

flN~~C!~1--l~~!!!Y!!QNS_ENT£REQ_~Q PURSUA~!_lQ_L!~!2_~~ 

lNCb~Ql~§-~llHu~!_bl~li~llQ~~-!~~~OTEf!lON_OF_!~E INTfRE2! 

Qf __ !HE _ _lY!~OR!TY __ l~ __ fROlECT~--Y~~!~~--PE~f~Q2__Qf ___ bQAN 

QEL!~gy~~~!_Q~Y~Q~_bOA~_QEF•Uh!~ 
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~£f!IO~~~-_hQAN __ ~~~~~TY_£~Q~~-1ll_!HE_AUTHQ~ 

MAY_~~~~~~!££~~2--~~KE _ _iQ~MIT~ENT~ __ !Q __ GU~RA~lf! __ PA!~£~! 

~EQ~l~fQ_ B! __ ~ __ hQ~~--f9E__ANY _ _£EQJEf}_gPO~~f~_lfRMi_~NO 

fDNQl!!QNS_~~-!~f~Q}HO~!TY_MAY PR£~CR!gf_IN_~~fQ~Q~~f£_~~ 

l!~!~-~f!J~--l~--~Q~!~!~!ER!NG __ TH£ __ ~~~RA~!! __ fRO§~~~•-_lHE 

~~!~QEJ}y __ ~AY __ E£9~!~£--l~f-~!ME~!-_Qf_~_fgf_Q~~f~f~IUM. 

fST~~h!~~--~ffh!C~T!Q~ __ fEE~~--~~-PRES~!gf ___ APPL!~~!IO~~ 

ND!!fiC~!!Q~2 ___ _fQ~!~~f! ___ ~--~~~~~~TY ___ Fu~MS~--_B~hf~~ 

~f§QhAT!Q~~-AN~_GU!Qfh!~f~ 

1£l __ ~_hDA~_§~~~~~!fEO_BY __ THE __ AU!~~l!l__UNOEx __ [TH!2 

~CTJ~~~bb~ 

1~1--~f-~AQ£_EQ~-~-PRQdff!i 

1£l __ ~f __ El~~~ffQ__l~!!lALLl_t~OM_!HE_fRQ(ffDS_Qt_~Q!f~ 

QE_~QND2_!22~fQ_PU~2~AN!_!Q_l~ffTIU~-~Ji 

ifl __ ~f_MAQf_!Q_~~QRRQWER_APPROVEO_~!_!HE_~~!~JR!!l_OR 

hENQ!~f_!~2!!TU!!ON_~~-~ESfQ~~!glE; 

1Ql __ fQNTA!~ ____ CO~fhf!f ___ ~QRT!£AT!Q~ ____ PRQVIi~ 

2~!!SF~fTDB!_!Q_!HE_~UTtiDRl!Y; AND 

1£l __ gf _ _!~_2Yf~-f~lNCfPAh_AMOyNT~_BE_!~_i~f~QRM~-~~ 

~ON!~~l~~~-!f~~~-A~Q_fROVf2!0Ni_~l~~ESPE~!--TD __ fRuf~RTy 

!~~~~~~~s~---~1f~!E~--~i!f~~!!QNS, _ _fAIME~! __ d[ _ _!~!E~_~Q 

~2~E2~~£~!i~_Q£iiNQ~£~~!_I~~~~ES~~Q_Qff!UL!~£~£Q!£~ 

1ll __ !~~-~~!~~~[!1_!2_~Y!~QRIIfQ_f~OM_!!~f_TD __ !IMf __ TO 

fNTf~ __ !NTD __ GU~RA~!lfi~-_!~SURANCf __ CO~TR~f~_OR_ANl_QTHER 

~GRffME~I_Q~_CU~!RA~!~-~!!~_RESfEC!_TD_!HE_§~~~~NT!_E~~Q~ND 

-27- Ho 798 

2 

3 

4 

5 

6 

7 

8 

9 

lO 

ll 

12 

l3 

14 

15 

16 

l7 

lB 

1'1 

20 

21 

22 

23 

24 

25 

He 07'18/U) 

~~-~~~~ANTEf2_iQAN~~~! _ _2~ __ AGRfEME~! _ _Q~ __ fONT~~~-~~ 

f0N!~IN __ !f~~-~~Q__PRQVIS!DNS_~ff2i~~I--a~ __ JE2!~~~h£_J~ 

~~ff!!Q~ __ wiT~--!~E--~~~NTy _ _f~QGR~~---SQ~JEf! ___ !Q ___ !H£ 

~EQy!RE~fNT2_ES!~BL!~HEQ2_j~CLUQING_WI!~OU!_i~!lti!ON_!~RMi 

~ND __ ~~Q~!~!ONS __ ~fk~TI~~-!Q_bQ~QQCU~ENTA!I'J~2-~E~E~-~~D 

~ff~QY~1_f~QCEO~~f2~-Q~!§IN~!!ON~Q __ i£RVlf!N&_~lf~!2 __ ~~Q 

~ESfQ~2!~h!!IE22 ___ QEFAULT __ _Q@LIG~!!Q~~---PRQCEQUKfi_~Nu 

Q~bl~~!!Q~2~-~~Q __ Q~h!~~!!Q~-~!~ _ _E£SP£f! __ !Q ___ ~~~~ANTY 

~DN!~AC!i_~~Q!_~~DE~_l!~!i_~CT~ 

~1-~~! __ fONT~~CT __ Qf __ GU~RAN!! __ ~~OE_~t_!~f_~~!~Q~rY 

~~~f~_!~f-~~!HO~!ZA!!ON_QE_[!HlS~fll__2HA1b __ fROYl~f__THAT 

flAf~i __ PAY~BlE _ _!~EU~QER __ SHAll __ ~f~!Q_FRl~-~~!-A~Q~~!~ 

~~~!bABbf_l~_!~f_!fQNO~!f_QfYfhQPMf~!_~y~~~~!r_EUNQ_~~Q_£~~~ 

~"_1.!_,\_!:!Q~!:JT S _A VA lh~~kf_!,l_t:!DER __ T Hf_T£f3.!:!2 _ _Qf __ ~_t:!_! __ APPllf~Blt_ 

~ON!~tf! __ Q~-~~~EE~fNT_WIT~_THf_f!~~~~lAL_!~lTUT!Q~~~CH 

Q~!~~~!EU __ !HE _ _§~~~~!:!!EED _ _hQ~~-!HE _ _Q~h~~!lDN __ OF _ _!ti~ 

~UT~QEJ!Y __ !Q~!~f-~~YM£NT2_~Qf~~!_i~CH_~QNT~~~!_i~Abk~f 

hlMl!fQ_SOLfh!_!Q_iYCH_~OURfES~-~Q_SHAhh-~Q! __ fQNST;TU!f __ ~ 

£f~! __ Q~ _ _bl~~h!TY __ Qf__!tlf~~~~ITY ~--T~f __ ~TATE~_A·Y 

~~~~~~!!_CO~TRAf!~~Q~~!_B~kfL-REG~h~!!ON~_QE_~~lQfh!~f--~f 

!~f __ ~Y!HO~ll!_!MPbfME~!!~§_!~£_GUA~~NT1_fRO~RA~~~t_~Q~TAI~ 

2~f~_Q!~ER_!fRM2~_f~QY!~IO~~~-CONQ!!!QNS~~-!~t_-~~THQ~!!Y 

CDN2lQf~2 ___ ~ECf22~~y ___ QE__!EfEOPRlATf~--!~CLUD!~-~!!HDUT 

k~!!AT!ON, _ltlQ~_RELA~§__!Q__!~f__fAYME~! __ Qf__&~~~~~!! 

~RE~IU~2L-l~f_&lYIN§_Qt_tlQ!!CEo_~l~-f~OCEOURE~~_iQ~RCtS 
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QE__PA!~ENT_f0R_£LA!~_THE PRIORIT!_Qf_CO~fETING Cl~l~~-FQR 

f~!~~NT~~~_E~1~ASE_Q5_TER~~lON _ _Qf_ LOA~--~~CU~!TY_~NO 

~Q~EQ~f~ __ kl~~kiTy~ _ _!~E_!l~ING_Qf_PAY~EN~-!~~~l~TE~~NCE 

~NO_Q!2fQ2l!lON_Qf_f~OJ~CT}_AN~_THl_USE_OF~~Q~~TS __ ~ECfiYED 

Q~5!~~--ff5!QDS_Qt_1Qt~_Q£1lNOU£NCy_~yPO~Q~ft~~-A,.Q_AN! 

Q!~E~-~~OV!210N_£Q~££5~!NG_!HE_5~l5 OF_lNS~~E£~RT!£2__QE 

£0NQl!lQ~_lQ__THE_PA!~ENT_Qf_~UARANTY CLAIMS._~NY_fRE~lUM2 

fOR_lHE_GU~~~NT!_Qf_hQ~~ PAY~EN!~~OER fHE _ _ERQYl2!0N2__Qf 

LI~li __ ~£IJ __ ~~!--~~-Q~IcR~!NEQ_~i~CH_BASI~-~£~~!~~1f_£! 

i~~~-~f~~Q~~-ANQ_~f_f~!t~LE_l~ __ SU~~--~~uU~!~--~~-AT __ SUL~ 

!!~~i--~2--l~f __ AU!~Q~!!!_SHALL_DET£RMI~f2-~NO_!~E AMQ~~l_Qf 

!~f_f~f~!U~_NEEQ_~Ql_BE_~!FORM __ ~~Q~~-_!~f __ y~RIC~2--10ANS 

§UA~~~!ffQ~ 

121 __ !~~--~!NI~~~--~ESf~Yf_REQQ!El~EN!_FOR_!~f-cCO~OMIC 

Qf~~1QE~f~!_GUA~~NT!_f~~Q_i~~kb__§f_~~--Qf _ _!~£_-~~§3~GATE 

~~~~! __ Qf __ hOA~2--!~}~~£Q~ __ NO _ _kQ~~-~AY_§f_l~2~~£~£!_THe 

AUT~Q~l!~-J~_SU~~hQ~~-!Q~f!~fg_WIT~ THE~~RE§~!f __ Qf_~Ll 

QfHE3 __ 1Q~~~-_!~~~-l~~~RED _EX~EED2_TE~_!IM~!~£-~~Q~~!_Qf 

f~~~~-~~~lh~~LE_!~!~£-~~ONQ~~-DEVfLOf~EN! __ CU~R~~!! __ fU~Q~ 

2£~!!Q~_£I~--~E~~£2!__f~~PP~QPR!~!!~N2~-1ll_l~-Q~Qf~ 

TO __ ~~iYRE __ !HE __ ~~l~!f~ANCf _ _Qf ___ T~E _fCO~QMIC __ Q£YEL~f~f~T 

§~~~~~!! __ f~~~-_!~f __ f~~JB~~-Qf_!HE_~UT~Q~l!Y_2HAkh_Q~JR 

§EFQ~f_i£~!£MPE~ __ l_J~-!~£_1£AR PRECfDIN~--I~~--~ONV£~1~~--UF 

I~f __ hf§!2h~TURf __ Qf1!Yf~_!Q__!HE __ GOY£~~Q~--~--~E~IIF!1AT£ 

i!~!!~~-THf_2U~~-!f_~NY~_Ef2UIREQ_!~ _ _BfSTORI__l~-tCu~OM!£ 
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QEVfLOf~~Nl __ ~YAR~~TY __ ~~Q ___ TO __ _!~f--~lNI~g~---~E2E~VE 

~EOYIR£~EN!~_THf_~OVf~~Q~_2~~hk _ _l_NflUQf __ IN _ _!~f__!XECY!lYf 

~UD§£! __ 2~~~!TTfQ __ !Q __ lHE __ hEGJSL~!URf _ _l~f~~_REO~!REQ_!Q 

~~~!Q~f __ !~f __ f£Q~Q~!f __ QEVf1Q~~ENT_~UA~~~!!__fUNQ __ !Q __ !~£ 

~!~l~~~CAfll~1-~f2~EYf_REO~!~l~ENT~ 

!ll--~1h __ ~MOY~I2--~EM!!lEQ_!Q_THE_AUTHQ~!lY-Y~QER_~J2 

2££l!Q~_fQ~2!llY!£_LOA~} __ !Q __ !~f--~UT~Q~TY_~~Q__i~ALL __ ~f 

~f~~JQ_!Q_!~f_2!ATf_!~£~2UR!~!IHOU!_!~!ER£2!_f~OM~VAlkABLE 

Q~f~~!l~~--~EVE~~f2 __ 0F __ !~E--~~JHDE!TY_IN_£XCf}i_Qf_~~Q~~TS 

~£9Y!REQ_£Q~-!~f_§y~~~~!!_Q~-~Q~NS~ 

5~e~~en-~aw--6~ne~e+--ebl~ge~ten--bone5--e~~ho~tt~d--~e 

~ttnd--eeenem~e--deYe+epmen~-gtte~enty-~ttndw--trt-fhe-bee~d-o~ 

eMem~ne~~~--ttpon--~he---~eeommend&tt~---e~---~he---eeonom+e 

deYelopmeftt--o~~ho~t~y-ereo~ed-by-f~eetton-~1~-moy-t~~~e-ond 

~e++-~~nerol-ob+t~et~on-bonds-tn-on-omo~nt-no~-to-e~e~ed--~5 

m~++tonw-fhe-bond~-~holl-be-t~~uedT-~oldy-ond-rett~ed-~n-~~ 

5ome--~nner--o~--p~e~e~tbed--tn-Ti-5-~93-fer-~Re-+eng-ren~e 

b~~+dtng-p~og~om-bond5w 

trt--fR~-proe~~d5-o~-~R~-5e+e-o~-tR~--bond~--outRort~~d 

by--~ttb~eetten--ttt--~he++--be--depo5tted--tn--tRe--eeonomte 

deYe+opment-guoroney-fttnd-o~-proYtded-~n-f5eetton-r5jw 

5Ef!lQ~_28~ __ REfQ~!_!Q_~8T~_hf~ISL~TU~f~ __ !HE_~~THQElTY 

~~~11_l~VESilf~!I_!~E-tiAS!~lh!!r_Q~-§Y~~~~!If!~~-1QAN~__Qf 

!~E--~~!~Q~!TY __ l~~Q~~~-~ll~QQi __ Q!~fE __ !~~~--1~-~~Q~Q~!f 

QEVskQf~EN!_~UA~~~!! __ ~~~Q_-~ROVIOfQ __ fQ~_!d __ [if~l!Q~i __ l5 
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!HRQUGH _ _llj_~~(H __ ~~--GU~~~fEI~~-_hQAN~ __ Tri~OU~~PRJVAT~ 

2 !N5~~AN~f-~Q~ER~§f~-!~f_AU!~Q~l!!_2~ALh_REPO~!_lTS __ fi~Q!NG~ 

3 !Q __ !~f_48!~_lE~!1h~TUEf~~Q-~~~f_Bf~Q~~ENQ~!IQ~i_fQ~CE~~~§ 

4 ~~f!~fE_!Q_fQNT!NUE_!HE_ECD~Q~Jf_QlYELQf~fNT_ ~~~~~~!! __ FUND 

5 QE __ !Q __ ~EPh~CE __ l! __ WI!~--A-~Q~E_~fPRQfE!~!f~fTHOQ_Qf_LDAN 

6 ~UAE~NT!~ 

1 2!~TID~_29~--~QQRD!~AT!Q~JNS!E~CT!DN~ _ _!t _ _1Q __ 43~ _ _!~ 

8 PA~2fQ_~!_!~I~llH_hfGI~bAT~~£_~ND_~fEEQVEQ_BY_!~f_§QY~~NOR• 

9 THf_"DffARTMfNT:_AS_QEF!NEO_~~UBSfCTJO~j2~~f_l2ELTIQ~lJ 

10 ~~Q __ !Q __ WHJ~!HE_~UT~QRI!!_!~_ALLQfATfQ_l~-SU~~!!Q~~_iil 

Ll ~~Q_1~_QE_LSEC!ID~i1~-~~~hb~_f~A~§fQ_tRD~_!~f_QfE~~!~f~! 

12 Q~OM!~!2!EATIQ~_!Q_THf_OEfAR!~EN!_Qt_£0M~£RCE~ 

-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: line 10. 
Insert: Sections 25 through 27. 
Strike: Section 28. 
Renumber: Sections 29 and 30. 



April 6, 1981 

SENATE STANDING COMMITTEE REPORT 
(Taxation) 

That House Bill ~o. 798 be amended as follows: 

1. Title, line 8 
Followin'): "AUTHORil'Y" 
rnse rt: "; CREATING AN ECONOMIC DEVELOP BENT GUAR.IL'iTY FUND; PROVIDI "'G 

THE ISSUANCE OF GENERAL OBLIGATION BONDS TO f''"lD THE GUARANTY FUND" 

2. Page 4, line 14. 
"allowing: "finance.• 
Insert: "Two meinbers of the authority must be active participco ... ts 

in the management of a financial institution.• 

3. Page 4, line 15. 
"allowing: line 14 
Strike: "(a) Two" 
Insert: "(2) Three" 
?allowing: •governor'' 
Reinsert: stricken language through line 16. 

4. ? ., g e 4 , line 17 • 
c'ollowing: line 16 

:... ·~) lt 

Strike: lines 17 througt 19. 
Insert: "{3) The governcr shall consider making a:o?ointments to th" 

authority from a panel of names submitted as hereinafter provid'Cd. 
T'"o l"'='-"sons shall be a; ?ointed to the panel by each of the follo·.,·ing 
indiv:.duals~" 

Renumber subsequent subs~ctions. 

5. Page 4, line 24. 
Follo..;ing: line 23 
Strike: line 24 through line 5 on paga 5. 

6. Page 5, line 6. 
Following: line 5 
Insert: "(4)" 
Renumber: subsequent sections 

7. Page 5, line 16. 
Following: "employee of" 
Strike: "any business enterprise" 
Insert: "a financial institution'' 

8. Page 5 1 line 18. 
~ollowing: line 17 
I~sert: "(B) GnlPss be is a full-time salaried officer or employee of 

this state or of a political subdivision of this state, each meober 
is entitled to be paid $25 for each day in -,,hich he is actually and 
necessarily engaged in the performance of authority duties and he is 
also entitled to be reimbursed for travel expenses, as provided for 
in 2-18-501 through 2-18-503, incurred while in the perfornance of 
authority duties. Hembers ·<lho are full-time salaried officers or 
e;q:>loyees of this state or of a political subdivision of this state 
are ~ot entitled to be compensated for their service as members but 
are entitled to be reimbursed for travel expe~ses as provided for in 
2-13-501 through 2-18-503. 

Page 2 
House Bill No. 798 

(9) The members of the authority shall be subject to senate con
firmation as provided in 2-15-124." 

9. Page 8, lines 10 through 16. 
~allowing: line 9 
Strike: lines 10 through 16 
Renumber: subsequent subsections. 

10. Page 9, line 7. 
"~}'.owing: "(197' 
-=--~ike: "make and 1 

. _ ~ Pas ·2- 9, l i ~e d. 
?ollow:n:~: ·"a =encies" 
Insert: -"under terms and conditions it prescribes a;o.:l pc:rs,~a nt to 

[section 7]" 

12. Page 11, line 15 
Following: ''sum·" 
Strike: "equal to• 
Insert: "not to exceed • 

13. Page 11, line 16. 
i"ollowing: "fee• 
Insert: ", provided such fee is consistent with the terms of th': 

internal revenue code and regulations adopted thereunder" 

14. Page 12, lines 4 through 7. 
Strike: subsection (4) in its entirety 
Following: line 7 
Insert: "(4) Loans 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 applications; 
(b) a system for evaluating applications considering the 

following criteria: 
(i) the applicant's net worth; 
(ii} the applicant's inability to secure adequate financing from 

other sources at an inter-est rate that will allow a reasonable prospect 
for repayment; 

(iii) the applicant's training and experience in the industry 
involved in the proposed project; 

(iv) the applicant's prospects for succeeding in the proposed 
project; 

(v) the degree to which the new or increased business resulting 
from the loan will meet the objectives of [section 2]; and 

(vi) any other factors it may prescribe." 
Reletter subseauent subsections. 

15. Page 13, line 25. 
Following: line 24 
Strike: "$200" 
Insert: "$50" 

16. Page 20, line 9 through line 11 on page 21. 
-~rike: section 18 in its entirety. 
?c_nu...tber: Subsegue:n t sections. 
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17. Page 24, 
rollowing: line 10 
Insert: "Section 25. Economic development guaranty fund. (1) 

The authority shall create an economic development guaranty fund. 
The fund shall be i.eld by a trustee or other fiduciary desi9;cated 
by the authority. There shall be deposited into the fund the proceeds 
of the sale of bones authorized by [section 29] and such other 
revenues and assetE as the authority shall consider necessary 
to comply with any contract or agreement entered into by the 
authority under [this act] • 

(2) The amounts in the fund shall be used to satisfy any claim 
resulting from a defaulted loan. The amounts in the fund 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 limitation, the 
protection of the interest of the authority in projects during ~riods 
of loan delinquency or upon loan defaults. 

Section 26. Loan guaranty program. (1) The authority may 
guarantee and make commitments to guarantee payment required by a 
loan for any project upon such terms and conditions as the authority 
may prescribe in accordance with [this act] • In administering the 
guaranty program, the authority may require the payment of a fee 
or premium, establish application fees, and prescribe application, 
not if icat ion, 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 

institution 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 insurance, 
repairs, alterations, payment of taxes and assessments, delinquency 
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 guaranteed loan. Any such 
agreement or contract may contain terms and provisions necessary or 
desirable in connection with the guaranty program subject to the 
requirements established, including without limitation terms 
and provisions relating to loan docu?nentation, review and approval 
procedures, origination and servicing rights and responsibilities, 
default obli3ations, procedures and obligations, and obligations 
'<ith res·;Y>ct to guarantv contracts rc,ade under [this act]. 

(4) ~ny contract of guaranty made by the authority under the 
co :tborization of [this act] shall provide that claims payable there;nder 
shall be paid from any amounts available in the economic developmen~ 
guaranty fund and from any amounts available under the terms of any 
applicable contract or agreement with the financial institution whi,:h 
originated the guaranteed loan. The obligation of the authority to 
make payments under any such contract shall be li:ni ted 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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regulation, or guideline of the authvrity imple.centing the guaranty 
program may contain such other terms, provisions or conditions as the 
authority considers necessary or a?propriate, including with:)ut 
limitation, those relating to the payment of guaranty premiu.1s, 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 
waintenance and disposition of projects and the use of amounts rece~ved 
during periods of loan delinquency or upon default, and any other 
~revision concerning the rights of insured parties or conditions to 
the payment of guaranty claims. Any premiums for the guaranty of 
loan payments under the provisions of [this act) rr,ay be determined 
on such basis, be payable by such person, and !::>e pa~'able in such 
~~~nounts and at such tirnes as the aut.1--!ori ty shall deter:nine, a11d the 
a~ount of the p:cc-mium need not be unifor'Tl 2~1ong the various loans 
g'.laranteed. . 

( 5) The minir.-:um reserve requir·=i;~ent for the ecor.vmic d:=ve:op~ent 
guaranty fund s'lall be 10% of the aggr-egate aJC.0'~:1t of loans insured, 
No loan may be insured by the authority if such loan together with 
the aggregate of all other loans then insured exceeds ten times 
the amount of funds available in the economic develop!Tient guaranty 
fund. 

Section 27. Request for appropriations. (1) In order to assur-e 
the maintenance of the economic development guaranty fund, the 
chairman of the authority shall on or before September l in the year 
preceding the convening of the legislature deliver to the governor a 
certificate stating the sum, if any, required to restore the economic 
development guaranty fund to the minimum reserve requirement. The 
governor shall include in the executive budget submitted to the 
legislature the sum requir-ed to r-estore the economic development 
guaranty fund to the minimum capital reserve requirement. 

( 2). All amounts remitted to the authority under this section 
constitute loans to the authority and shall be repaid to the 
state tr-easury without interest from availa!::>le operating revenues 
of the authority in excess of c.: .. _·unts rer~uired for the guaranty 
of loans. 

Section 28· General obligation bonds authorize:'! to· f~c:d economic 
development. g ua:-an ty fund. ! 1) The board of examinsrs, up_:>n the 
recom~endat ron of. the econom1c developr:1ent authority crea t,~d by 
[sectlon 4), may rssue and sell general obligation bonds in an 
amount ?ot tc:' e::ceed $5 million. The bonds shall be issued, sold, 
and ret1red ln ~he same manner as prescribed in 17-5-403 :or the 
long-range bui l,~i ng program bonds, 

{~) The proc~eds of the sale of the bonds authorized bv sub
section (1) sha~l be deposited in the economic develooment guaranty 
fund as providec in [section 2S].n • 
. Se7tion 29. Rep?rt to 48th legislatur-e. The authority shall 
rnvestrgate the feasrbility of guaranteeing loans of the authority 
thro~gh metho<;Js other.than the economic development guaranty fund 
provrded f?r rn !sectlon 25 through 27] such as guaranteeing loans 
~hrou?h ~r1vate Insurance coverage. The authority shall report· 
rts f1nd1ngs to the 48th legislature and make recommendations 
;oncerning whet~er to c?ntinue the econom~c development guaranty 
~u••d or to replace rt Wlth a more approprrate method of loan guaranty. 
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Section 30.. Coordination i:1struction. If SB 432 is passed 
by the 47th legislature and approved by the governor, the "deparLToeont" 
as defined in subsection (5) of [section 3] and to which the authority 
is allocated in subsections (5) and (6) of [section 4), shall be 
changed from the d~part~ent of administration to the department of 
COJr.~n_erce. •• 

April 6, 1981 

SENATE STANDING COMMITTEE REPORT 
(Taxation) 

That House '3:Il No. 798 St3l"ment of Intent be amended as follows: 

1- Statc::m-.::nt of intent, line 7a 
?ollowing: 1 ine 6 
Strike: "Sectionu 
Insert: "Sections" 

2. Statement of intent, line 7. 
Following: "5(3)" 
Insert: ", 7(4)1 and 27(1)" 

3. Statement of intent, line 14. 
Following: "institutions," 
Insert: "procedures for guaranteeing loans under the loan guaranty program, 

review of loan applications, and" 

4 a s tc:tc:-:-:E::l. t of intent, line 15~ 
Follo~ing: line 14 
s-·rike: ''acquiring•r 
~- s~r~: ··repossession" 


