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InTRONuCED By [TV G CI’.;M

BY REQUEST OF THE SELECT

COMMITTEE ON ECONOMIC DEVELOPMENT

A BTLL FOR AN ACT ENTITLED: ™AN ACT CREATING AN ECONOMEC
DEVELOPMENT AUTHORITY; CREATING AN ECONOMIC DEVYELOPMENT
GUARANTY FUND; PROYIDING FOR THE ISSUANCE OF BONDS To
FINANCE PROJECTS; DESIGNATING TYPES OF PpROJECTS TO BE
FUNDED; CREATING ACCOUNTS NECESSARY FOR CARRYING OUT THE

PROGRAM; AND PRDOVIDING RULEMAKING AUTHORETY.™

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

Saction 1. Short titles [This act] shall be known and
may be cited as the "Montana Economic Development Act of
E983%.

Section 2« Policy statement. (1) It is the policy of
the state of Montanas In the interest of promoting the
healths safetys and general welfare of all the people of the
states to Increase job opportunities and to retain existing
jobs by makinc available through an economic development
authority Ffunds Ffor industrialey commercials manufacturinge
recreationals touristy health carey livestocks and

agricultural development.

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

(b) protection against unemploymentsy its economic
burdenss and the spread of economic stagnation in the areas
affected can best be provided by promotings attractings
stimulating, and raevitalizing industrys manufacturings
commerces recreations tourisme and health care facilities in
such areas; and

{c}) the state of Montana has a responsibility to help
create a favorable climste for new and Iimproved job
opportunities for its citizens by encouraging the
development of businesse.

Section 3. Definitionss As used in [this act]y unless
the context requires otherwises, the following definitions
apnty:

{l1) “Authority”™ means the economi C development
authority created in [section 4]e

{2) ™aond" means any hondy notey debentures interim
certificatey or other evidence of financial indebtedness
issued by the authority pursuvant to fthis act}.

{3) "Capital reserve account® means the capital
reserve account provided for in [section 1T7}s

{4) ®Composite bond®™ means a bond issued under the
provisions of [this act]s the proceeds of which may be used

to finance more than one projecte
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{5) ™Oepartment® means the department of commerce
provided for in 2-15~1801.

{6} ™Financial institution® means a bank, 5avings and
1oan asscciationy or credit union authorized to do business
in th> state of Montana.

{7T) "Mortqage® means a mortgaqe deedy deed of truste
or other security devica.

(8) *™Primary industriei' medns industries designated
as suchny from time to times by the authoritye

(9) ™Project® means any Jlands buildinges or other
improvement and any other real or personal property
considered necessary in connection therewithy whether or not
in existencey that is suvitable for use for:

{a) commercialy manufacturing, or industrial
enterprises;

{(b) recreation or tourist facilities;

{c) hospitalss tTong-term care facilitiesy or medical
facilities; or

(d) any combination of these projectse

{L0) "Project costs® means the cost of acquiring or
improving any projects including the following:

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

{b) the actual cost of construction of all or any part

of a oroject that may be constructeds including architects®
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and engineers?' fees;

(c) all expenses in connection with the authorization,
sales and issuance of the bonds to finance such acquisition
or lmyrovement;

(d) bond reserves and premiums For insurance of lease
rentals pledged to pay the bonds: and

{e} the interest on such bonds for a reasonable time
prior to constructions during constructions and not
exceeding & wmonths after completion of construction.

Section 4. Fconomic development authority -
composition -— allocatione (1) There is an economic
development authority consisting of seven memberss who shall
be informed and experienced in economics or finance. Two
members of the authority must be active participants in the
management of a financial institutions

{2} Three members shall be appointed by the governor
as provided in 2~15-124.

{(3) The governor shall consider making appointments to
the authority from a panel of names sSubwitted as hereinafter
provideds Two persons shall be recommended to the gavernor
by each of the following Individuals:

{a2) the president of the senate;

(b) the minority leader of the senate;

(c) the speaker of the house; and

(d) the minority leader of the houses

-l
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(+) Compensation of members of the authority is as
provided for in 2-15-124.

{S5) The authority is allocated to the department of
commerce for administrative purposes only as provided
2-15-121.

(¢) The staff of the board of housing created in
2-15-1814 shall also serve as staff of the authority.

{?} A member of the authority may not be considered to
have a conflict of interest under the provisions of 2-2-201
meraely because the member is a stockholdere officers or
employee of a financial institution that may participate in
the authority®s proqramss

(8) The members of the authority are subject to senate
confirmation as provided in 2-15-124.

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

(1) sue and be suaed;

{2) have a seals

{3} adopt att procedural and substantive rules
necessary for the administration of [this act];

{4) make contractse agreementsy, and other instruments
necessary or convenient for the exercise of its powers under
Tthis z2ct];

(3] enter into agreements or other transactions with

any federals statey or 1lecal governmental agency or any
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person or any domestic or foreign partnerships corporations
associations 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 actl;

(7) accept servicess appropriationsy gifts, grantsse
bequestss and devises and utilize or dispase of them in
carrying out [this act];

{3) with regard to property:

(a} acquire real or personal property or any rights
interesty or erasement therein by gifte purchases transfery
foreclosures Yeasey or otherwise;

{b) holdy sells assigny leases encumbery mortgagey or
otherwise dispose of property;

(c) holds sells assigns or otherwise dispose of any
mortgage or loan owned by it or in its control or custodys

[d) release or relinquish any righte titley claim,
interesty easement, or demandry however acquireds including
any eouity or right of redemption in property;

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

(F) commence any action to protect or enforce any
right conferred upon it by lawe mortgagey Tleasey contracts

or other agreement;

(3) bid for and purchase property at any foreclosure

P
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or other sale or acquire or take possession of it in lieu of
foreclosures: and

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

(9) services contracty and pay for the servicing of
loans;

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

{1l1) consent, whenever it considars necessary or
desirable in fulfilling its purposess, to the modification of
the rate of interests time, and payment of any installment
of principal or interesty securitys or any other term of any
contracty lease agreementy loan agreementy mortgage,
mortgage loany mortgage lcan comml tments construction Jloans
advance Contracts or agreement of any kinds subject to any
aqreement with bondholders and noteholders;

(12) collect reasonable interests feesy and charges in
connection with making and servicing its lease agreementss
loan agreementsy mortgage loanss notess bondss commitments,
and other evidences of indebtednesss Interesty feess and
charges shall be limited to the amounts required to pay the

costs of the authoritys Including cperating and
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admini strative expenses and reasonable allowances for iasses
that may be incurred;

(13) procure insurance or guarantees from any parties,
inctuting governmental agenciesy against -any ¥oss in
cannectlon with its lease agreementsy loan agreementse
mortgige Tloanss and other assets or property in amounts and
in the form the authority considers desirable or necessary;

(L4) enter into agrecmentss upon terms the authority
considers advisable and nat in conflict with the provisions
of [this act)e to Joan the proceeds of its bonds to others
for the purpose of defraying the cost of acquiring or
improving any project;

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

{L6) sell and convey any real or personal property
acquired as provided in subsection (8) and make any order
respecting ity as may be conducive to the best interest of
the authoritye Howeveres such sale or conveyance is Subject
to the terms of any lease but is free and clear of any other
encumbrancee

(17) participate in making loans to individual sy
corporationss and government agencies under terms and

conditions it prescribes and pursuant to [section T] and
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accept quarantees from individualsy corporations, and
government agencies of its loans or the resultant evidences
of obtigations to the authority;

(18} issue notes and bondss including composite bondsy
and replace losty destroyeds or mutilated notes and bonds;
and

{19) give preferences In exercising its powersy to
primary industries as designated by the authoritye.

Section 6s Self-sufficiency of projectse (1} Prior to
ieasing any project or entering into a Jloan agreement
concerning a projects the authority must determine the
following:

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

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

{c} the estimated cost of maintaining the project in
good repair and keeping it preperly insuredy unless the
terms of the lease or loan agreement provide that the lessee
or borrower s$hall maintain the project and carry ald
property insurance with respect thareto.

{4} The determinations and findings of the authority
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reguirad by subsection (1) must be set Fforth in the
proceedings under which the proposed bonds are to be issued.
Prior to the Issuance of any bonds authorized by [this act]e
the authority shall lease the project to a lessee or lessees
or enter into 2 Yoan agreement with a borrower under a lease
or Yoan agreement conditioned upon completion of the project
by the lessees or borrowers and providing for payment to the
authority of such rent2ls or paymentss on the basis of
determinations and findingss that will be sufficient to:

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

(p) pay the taxes on the project;

(c) build up and maintaln any reserves considared by
the authority to be advisable in connection with the
project; and

(d) pay the <costs of maintaining the project in good
repair and Keeping it properly insureds unless the lease or
toan agreement obligates the lessees or borrowers to pay for
the maintenance and insurance of the project.

{3} Subject to the limitations of [this act]y the
leases 1loan agreementy or extensions or modifications
thereof may contain other terms and conditions mutually
acceptable to the parties andy notwithstanding any other
provision of Jlaw relating to the sale of property owned by

the authoritys an option may obpe granted to a lessee to
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purchase the project on terms and conditions as may be
mutually acceptable to the partiese.

Saction T« Loan applications —— institution financinga
(1) The authority shall contract with financial institutions
for review of loan applications and other services retated
to the applicationss The authority shall authorize such
institutions to charge a sum not to exceed 1% of the amount
loaned as a service fee if such fee is consistent with the
terms of the internal revenue code and regulations adopted
thereundere.

(2) The financial institution involved in the funding
of a project shall carry as its loan an amount equal to 18X
of the total sum loaned in connection with a projects The
financial institution may secure its percentage of the loan
with security other than the kind of security required by
the authority. Loans may be made only to qualified
Individueals or business entities deing business in Montanaa

{3) No single praject may receive a Joan from the
authority in excess of $2 millione Loans made by the
authority may be pooled with other loans received by a
projectes

{4} Loans made by the authority must be secured by any
property or collatéral the authority considers necessaryes

(5} The authority shat¥l by rule establish:

(a) procedures for soticiting and evaluating
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applicatians;

{(e) a system for evaluating applicationsy considering
the following criterias

{1) the applicant®*s net worth;

(il) the applicant®s inability to secure adequate
financing from other sources at an Interest rate that wil)
allow a reasonable prospect for repayment;

tiii} 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 Joan will meat the objectives of [section
Z21: and

{vi) any other factors it may prescribe.

Section B. Bonds and notess (1) The authority may by
resolution issue neqotiable notes and bonds in a principal
amount as the authority determines necessary to provide
sufficient funds for achieving any of its purposese
including the payment of Interest on notes and bonds of the
authority, establishment of reserves to secure the notes and
bondss including the reserve funds created under [section
17]+ and all other expenditures of the authority incident to
and necessary or convenfent to carry out {this actls

(2) The authority may by resolutions from time to
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timey issue notes to renew notes and bonds or to pay notess
incluting interests and whenever it considers refunding
expedienty refund any bonds by the issuance of new bondse
whether or not the bonds to be refunded have maturedy or
issue bonds partly to refund bonds outstanding and partly
for any of its other purposes.

{3) Except as otherwise expressily provided by
resclution of the authoritys every issue of its notes and
bonds is an obligation of the autharity payable out of any
revenuzs assetss or money of the authoritys subject only to
aqgreements with the holders of particular notes or bonds
pledging particular revenuesy assetsSy or RONey.

(4} The notes and bonds shall be authorized by a
resclution of the authoritys bear a dates and wmature at
times as the resolution providess A note may not mature
more than 5 years and a bond may not mature more than 40
years from the date of its issues The bonds may be issued
as serial bonds payable in annual instalimentss as term
bondss or as a combination thereof. The notes and bonds
shall bear interest at a rate or ratess be in denominations,
be in a formy either coupon or registereds carry
registration privilegess be executed in a manner, be payabie
in a medium of paymenty at places inside or outside the
statey and be subject to terms of redemption as provided in

the resolutions The notes and bonds of the authority may be

-1:..

N

w

10
1
12
13
14
15
16
17
18
19
20
21
zz

23

25

LC 2064701

sold 3t public or private saley at prices above or below
pary 3s determined by the authoritye

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

Section ¥. Provisions of bond resolutionsa A
resclution authorizing notes or bonds or any issue thereof
may contain provisionss which must be a part of the contract
or contracts with the holders therecfs as to:

(1) pledging a1 or any part of the reveaue or
property of the authority to secure the payment of the notes

or bonds or of any dissue thereofs subject to existing

agreerents with noteholders or bondhalders;

(2] pledging 311 or any part of the assets of the
authorityy incltuding lease agreementsy J0an agreementse
mortgagese and obligations securing thems to secure the
payment of the notes or bonds or of any issue thereof,
subject to existing agreements with noteholders or
bondhnlders;

{3) the use and disposition of the qross income from
lease 3gqreementsy loan agreementss and mortgages owned by

the authority and payment of principal of mortgages owned by
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the authority;

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

{5) VYimitations on the purpose faor 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
bondsy the terms upon which additional notes or bonds may be
issued and secureds and the refunding of outstanding notes
or bondsi

(7) the proceduraey if anys 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
must consent theretos and the manner In which such consent
may be given;

(8} a commitment to employ adequate and competent
personnel at reasonable compensations salariess feesy and
charges as may be determined by the authority in conjunction
with the departaent and to maintain suitable facillties and
services for the purpose of carrying out its programs;

(9} vesting in a trustee such propertys rightsy
powersy and duties in trust as the authority determines;

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

{l1) any other matters of like or different character

that in any way affect the security or protection of the

holders of the notes or bondse

Section 10. Validity of pledge. Any pledge made by the
‘authority is valid and binding from the time the pledge is
mades« The revenues, meneys or property pledged and received
by the authority are immediately subject to the lien of the
pledge without any physical dgelivery or further act. The
lien of any pledge is valid and binding against all parties
havina claims of any kinds whether in torty contracts or
otherwises against the authoritys irrespective of whather
such parties have notice thereof. Neither the resclution nor
any other instrument by which a pledge i5 created is
required to be recordeds

Section 11« Personal 1liabilitye. The authority members
and employees of the department are not personally liable or
accountable by reason of the issuance of or on any bond or

note issued by the authoritye.
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Sectfon 12. Purchase of notes and bonds -
cancellatione The authorityy subject to existing agreements
with noteholders or bondholderss mays out of any funds
available for that purpose, purchase notes or bonds of the
authority» which shall then be canceledy 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 raedemption 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 indentures {1) In the discretion of
the authoritys the bonds may be secured by a trust indenture
between the authority and o corporate trustee, which may be
a trust company of bank having the power of a trust company,
either in or outside the state. A trust indenture may
contain provisions for nrotecting and enforcing bondholders®
rights and remedies that are reasonabley propery and not in
violation of Yaws, including covenants setting forth the
duties of the authority in relation te the exercise of its
powers and the custodyy safeguardings and application of all
moneys The autherity may provide by a trust indenture for

the payment of the proceeds of the bonds and revenues to the
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trustee under the trust indenture of another depository and
for the method of disbursamenty with safeguards and
restrictions it considers necessarye.

(2} A¥1 expenditures incurred in carrying out a trust
indenture may be treated as part of the operating
expenditures of the authorityes

Section l4. Negetiability of bonds.e HNotas and bonds
issued by the authority are negotiable instruments under the
Uniform Commercial Code, subject only to the provislons Ffor
registration of notes and bondse.

Section 15. Signatures of authority memberss If
authority members whose signatures appear on notes or bonds
or <oupons cease to be members before the delivery of the
notes or bondse their signatures shall nevertheless be valid
and sufficient for al) purposes the same as if the members
had remained in office until daliverye

Section 16« Accountss The authority shall create the
following separate accountst

{1) a bond proceeds aczount into which bond proceeds
must be deposited;

(2) a capital reserve account as provided in [section
t73; and

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

Section 17« Reserve funds and appropriationss (1) The

-18~
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authority shal? establish a capital reserve account and pay
into it

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

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

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

(2) A1) funds held in the capital reserve account must
be used solely for the payment of the principal of or
interest on the bonds secured in whole or in part by the
account or the sinking fund payments with respect to the
bondss the purchase or redemption of the bondse the payment
of interest on the bondsy Or the payment of any redemption
premium required to be paid when the bonds are redeemed
prior to maturity. Funds - in the account may not bpe
withdrawn at any time in an amount that reduces the account
to an amount less than the sum of minimum capital reserve
requirements established in the resolutions or indentures of
the authority for the accounts excepts with respect to bonds
secured in wheole or in part by the accounty for the purpose
of making payments when dues of principaly interesty

redemotion premiumss and sinking fund payments for the
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payment of which other money pledged is not availables Any
income or interest earned by or incremental to the capital
reserva account due to its investment may be transferred to
other accounts of the authority to an extent that does not
reduc> the amount of the capital reserve account below the
sum of minimum capital reserve requirements for the accounte.

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

(4) 1In computing the amount of the capital reserve
accounty securities in which all or a portion of the account
are jnvested must be valuad at par ory If purchased at less
than pary at their cost to the authorlitye.

Ssction t8. Refunding obligations -- issuance. Tne
authority may provide for the issuance of refunding
obligations for refunding any obligations then outstanding
that have obeen Issued unger {this actl}y including the
payment of any redemption of the obligations. The issuance
of obligations, the maturities and other detailse the rights
of tha holderss and the rightss dutles, ana cobligations of
the authority are governed by the appropriate provisions of

(this act] that relate to the issuance of obligationse
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Section 19. Refunding obligations -- salee Refunding
obligations may be sold or exchanged for outstanding
obligations issued under [this act]« The proceeds may be
appliad to +the purchases redemptions or payment of
outstanding obligationss Pending the application of the
proceeds of refunding obligations and other available funds
te the payment of principale accrued interests and any
redemption premium on the obligations being refunded andy if
permitted in the resolution authorizing the issuance of the
refunding ohbhligations or In the trust aareement securing
thems to the payment of interest on refunding obligations
and expenses in ccnnection with refundingy the proceeds may
be invested as nrovided in Title 17y chapter 6.

Section 20. Credit of state not pledged. Obligations
issued undaer the provisions of [this act] do not constitute
3 debts liabilitys obligations or pledge of the faith and
credit of the state but are payable solely from the revenues
ar assats of the authoritye An obligation issued under
{this act] must contain on the face thereof a statement to
the eoffect that the state of Montana is not liable on the
obltigationy the obligation is not a debt of the statey and
neitner the faith and credit nor the taxing power of the
state is pledaed to the payment of the principal of or the
inter=st on the obligations

Section 21« Annual audite The authority®*s books and
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records must be audited at least once each year by +the
legislative auditor or by 3 contract auditor as directed by
the legislative audit committec. The cost of the audit must
be paid by the authoritys

Section 22. Tax exemption of bondse Bondss notess or
other obligations issued by the authority under [this act]e
thelr transfers and income {including any profits made on
their sale) are free from taxation by the state or any
pelitical subdivision or other instrumentality of the state,
eXcept for inheritancey estates and gift taxes. The
authority 1Is not required to pay recording or transfer fees
or taxes on instruments recorded by ite

Section 23, Taxation of projectss (1) Notwithstanding
that title to a project may be in the authoritys the
projects are subject to taxation to the same extenty in the
same mammery, and under the same procedures as privately
owned groperty in similar circumstances if the projects are
leased to or held by private interests on both the
assessnent date and the date the levy is made in any year.
The projects are not subject to taxation in any year if they
are not t{eased to or held by private interests on both the
assessment date and the date the levy is made in that year.

{2) If personal property ownea by a municipatity or
county is taxed under this section and the personal property

taxes are delinquents levy by warrant of distraint for
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cellection of the detinquent taxes may be made only on
personal property against which the taxas were lavied.

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

Section 25« Economic development gquaranty funde {1}
The authority shall create an eccnomic development quaranty
funds The fund must be held by a trustee or other fiduciary
designated by the authority. There must be deposited into
the fund the proceeds of the sale of bonds authorized by
{section 17] and such other revenues and assets as the
authority considers necessary to comply with any contract or
aqreement entered into by the authority under {this act]e.

(2) The amounts in the fund must be used to satisfy
any claim resulting from a2 defaulted loans The amounts In
the fund may also be used for amy other purpose determined
by the authority in accordance with guaranty contracts with
financial Institutions entered into pursuant to [this act]e

including without limitation the protection of the interest
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of the authority In projects during pericods of Jloan
delinquency or upon loan defaults.

Saction 26. Loan gquaranty proqrame (1) The authority
may guarantee and make commitments to gquarantee payment
required by a loan for any project upon such terms and
conditions as the authority may prescribe in accordance with
[this act]e In administering the guaranty programs the
authority may require the payment of a fee or premiumy
establish application feess and prescribe applications

notifications contract and gquaranty formsy ruless

regulationss and guidelinesa

+

(E) A loan ~guaranteed by the ;uthorlfy ﬁnd;r {this
act) musts

(3) be made for a project;

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

(¢) be made to 3 borrower approved by the authority or
Tending institution as responsible;

{d} contaln complete amartization provisions
satisfactory to the authority; and

{e) be in such principal amounts be in such forme and
contain such terms and provisions with respect to property
insurances repalrss alterationss payment of taxes and

assessmentss delinquency chargesy and default remedies

consistent with [this act] as the authority considers
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appropriatee

(3) The authority is authorized from time to time to
enter into gquarantiessy insurance contractss of any other
agreements or contracts with respect to the guaranty fund
and any guaranteed loane Any such agreement aor contract may
contain terms and provisions necessary or desirable in
connection with the guaranty programs Subject to the
requirements established, including without Yimitation tarms
and provisions relating to loan documentationy review and
approval proceduresy origination and servicing rights and
respoasibilitiesy default obligationsy procedures and
obligationss and obligations with respect to guaranty
contracts made under [this act].

(#) Any contract of guaranty made by the authority
under the authorization of [this act] sust provide that
claims payable thereunder must be paid from any amounts
available in the ecconomic development guaranty fund and from
any amounts available under the terms of any applicable
contract or agreement with the financial institution which
originated the guaranteed 1loana The obligation of the
authority to make payments under any such contract must be
timited solely to such sgurces and may not constitute a debt
or 1liability of the authority or the states. Any guaranty
contract and any rule or gquideline of the authority

implementing the quaranty program may contain such cther
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termsy provisionsy or conditions as the authority considers
necessary or appropriates including without limitation those
relating to the payment of guaranty premiumsy the giving of
notices the claim procedures the sources of payment for
claimss the opriority of competing claims for payments the
release or termination of loan security and borrower
liabilitys, the timing of paymenty the maintenance and
disposition of projectsy the use of amounts received during
periods of 1loan delinguency or upon default, and any other
provision concerning the rights of insured partles or
conditions to the payment of guaranty claims. Any premiums
for the payment of lopan guaranties under the provisions of
{this act] may be determined on such basise be payable by
such 2>z2rsons and be payable in such amounts and at such
times as the authority determiness and the amount of the

premium need not be wuniform among the various loans

quaranteade

{5) The minimum resc¢-ve reguirement foar the economic
development guaranty fund wmust be 10%¥ of the aggregate
amount of loans insured. NO  ltcan may be insured by the
authority if such loans tagether with the aqgregate of all
ather TYoans then insureds exceeds 10 times the amount of
funds avatltlable in the economic development guaranty tunde

Section 2¥, Request for appropbriationse {1} In order

to assure the maintenance of the economic davalopment
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Guaranty funds the chalrman of the authority shalls on or
before September 1 in the year preceding the convening of
the lagislature, deliver to the qovernor a certificate
stating the sums if anys requiraed to restore the economic
devalooment guaranty fund to the minimum reserve
requirzments The governor shall include in the executive
budget submitted to the Jegislature the sum required to
restore the economic development guaranty fund to the
minimum capital reserve requirement.

{2) A1l amounts remitted to the authority under this
section constitute loans to the authority and must be repaid
to the state treasury without Iinterest from available
operating revenues -of the authority in axcess of amounts
required for the guaranty of loans.

Section 268. Report to 49th legislatures The authority
shall investigate the feasibility of guaranteeing loans of
the =authority through methods other than the economic
development gquaranty fund provided for in [sections 25
through 27]}s such as guaranteeing 1loans through private
insurance coverage. The authority shall report its findings
to the 49th legislature and make recommendations concerning
whethar to continue the economic development guaranty fund
or to freplace It with a more appropriate method of lean
guaranty.

~End-
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STATE OF MONTANA

REQUEST No. _ ¥81-83
FISCAL NOTE
Farm Bl>-15
tn compliance with a written request received February 19, , 19 83 , there is 'heraby submitted a Fiscal Note

for __House B111 871 pursuant to Chapter 53, Laws of Montana, 1965 - Thirty-Ninth Legislative Assembly.

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

DESCRIPTION OF PROPOSED LEGISLATION:

House Bill 871 authorizes issuance of industrial revenue bonds with individual loans
limited to $2,000,000. Program is administered by a seven member economic devel-
opment authority. '

ASSUMPTIONS:

1) Seven (7) member board. :

2) Three (3) member staff added to separate bureau in Board of Housing.
3) The board will issue $20 million in bonds during the biennium.

4) Loan would be required for initial operating costs.

5) Federal law requires the bonds can be sold only after loans made.

6) Costs of issuance paid from bond proceeds.

FISCAL IMPACT: ' Total
FY84 : FY85 Bennium
Expenditureé
Personal Services $122,984 $122,521 $245,505
Operating Expenses - 77,401 80,389 157,790
Equipment 5,010 -0- 5,010
TOTAL §205,395 $202,910 $408,305
Revenue:

A general fund loan for initial expenses of the board would be necessary. The loan
would be repaid inm 4 to 5 years under an agreement with state. An optimistic estimate
of net income for the first biennium would be §192,000 in bonds.

COMMENT :

If the board and staffing for issuing bonds were combined with the board and staff
of HB's 100 or HB 700 the fiscal impact would be reduced and overhead costs spread
between the programs'.

FISCAL NOTE 17: B/1 W(

BUDGET DIRECTOR

Office of Budgef and Progfarn Planning
Date: 2 -2




"STATE OF MONTANA
REQUEST NO. 221-83

FISCAL NOTE
Form BD-15

n compliance with a written request received March 25 , 19 83 , there is hereby submitted a Fiscal Note
or _Houge Bill 871, Amended_. pursuant to:Title 5, Chapter 4, Part 2 of the Montana Code Annotated {MCA).

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

of the Legislature upon request.

DESCRIPTION OF PROPOSED LEGISLATION:

House Bill 871, amended, authorizes issuance of industrial revenue bonds with
individual loans limited to $2,000,000. Program is administered by a seven member
economic development authority.

COMMENT :

The amendments do not change the original fiscal note. Refer to that for the
assumptions and fiscal impact.

FISCAL NOTE 17: B/2

BUDGET DIRECTOR

Office of Budget and Program Planning

Dae D= 26 T%%
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STATEMENT OF INTENT
HOUSE BILL 871

House Economic Development Committee

L} statement of intent is required for House Bill 871

becausa it oprovides rulemaking authority for the Montana

economic development board in Section 21 of the bille

It is the intention of the ltegislature that in
implementing the rulemaking provisions of the bill, the
board w#il1l examine the procedures used in other states to
take advantage of proven methods of soliciting and reviewing

applications for 1loanss It is Further the intention of the

leyislature that the board will maintain close contact and
sclicit the opinions of the investwent businesses in Montana
and the financial institutions of the states It Is further
the intention of the legislature that in the examination of
the rules provided for assessment of a collection of fees in
connection with its programss the board shall make a
concerted effort to consider not only the needs of the
boards but the needs of the potential borrowers of the state
and the general need for capital investment in Montana.
Where possihles the board shall use proven methods of
operation which have been provided through the experience of
other boards in the state and the experience of other

states. The rules should also provide for a local hearing to

1

2

be held to determine whether a proposed project s

public Interest.

SECOND

H2 aT1
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READING

)

T

!



4#8th Legislature

10
1
12
13
14
15
16
17
18
19
20
21
22
23
24

25

HB 0871/02

Approved by Committee
on Economic Development

HOUSE BILL NO. 871
INTRODULCED BY FAGGe HANNAH
8Y REQUEST OF THE SELECT
COMMITTEE ON ECONOMIC DEYELOPMENT

A BIL. FOR AN ACT ENTITLED: “AN ACT CREATING AN ECONOMIC

#UFABRIFY  DBOARD; CREATING AN ECONOMIC
DEVELIPMENT GUARANTY FUND; PROVIDING FOR THE ISSUANCE OF

DEVELDPMENT

BONDS TO FINANCE PROJECTS; DESIGNATING TYPES OF PROJECTS To
BE FUYDED; CREATING ACCDUNTS NECESSARY FOR CARRYING OUT THE
PROGRA M; AND PROVIDING RULEMAKING AUTHORLTY:__ AMENGING
SECTION 9Q-6-104a MCAs®

BE TT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
(Refer to Introduced Bill)
Stri ke everything after the enacting clause and insert:
NEMW _SECIIOQNs Section 1. Definitionss As used in
[sections 1 through 26)y unless the context requires
otherdisey the following definitions apply:
[l} *Board"™ means the Montana economic development
board created in [section 27 ]
(2) wBond® wmeans any bondy notey debenturey interim
certificates or other evidence of financial indebtedness
issued by the board pursuant to [sections 1 through 26]«

{3) *“Department®™ means the department of commerce
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provided for in 2-15-1801.

f{4) "Financial institution™ means any banks savings
and loan associations credit union: davelopment credit
corparations insurance companys Jnvestment companys trust
companys Savings institutiony or other financial Institution
approved by the board and maintaining an office in the
statee

(5) "Project™ means a project as defined in 90-5-1C1.

{6) ™Project costs™ means the costs of acquifing or
improving any projects including the following:

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

{b) the actual cost of construction of all or any part
of a orojecty including architects® and engineers® fees;

{c} all expenses Iin connection with the authorizations
saley and issuance of the bonds to finance such acquisiticen
or im>rovement}

(d) bond reserves and premiums for insurance or
guaranty of loan payments or lease rentals pledged to pay
the bonds;: and

{e) the interest on such honds for a reasonable time
prior to constructions during constructions and not
exceading 5 months after completion of constructione

464 SECIION. Section 7« Powers of the boarde The

board way:

-2= HB 8T1
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{1} <ue and be sued:;
(2) have a seal;
(2) adopt ali procedural and substantive rules

necessary for ‘the administration of [sections I through 267;

(4) make contractsy agreementsy ana other instruments

recessary -or convenient for the exercise of its powers under

[sections 1 through 2631;

{5) invest any funds not required for immediate uses
as tha board considers appropriate, sub ject to any
agreesents with its bondnolders and noteholders;

(6) arrange for 1lines of credit from and enter into
participation agreements with any financial institution;

{7} issue bonds for the purpose of defraying the cost
of acquiring or ‘improving any project or projects and
securing the payment .of the bonds as provided In [sections 1
through 26%;

(8) enter into egreements or other transactions -with
and accept grants and the cooperation of any governmental
agency In furtherance of [sections 1 through 26];

{(9) selly purchases or insure loans to flnance +the
costs of projects; '

(10} accept servicesy appropriationss giftsy grantssy
bequestsy and davises and.utilize or dispose of them in
carrying out {sections 1 through 2&];

{11) enter into agreements or other transactions with a

-3 HB 871
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federa]l agencyy an agency or instrumentality of the states 3
municipalitys a private organizations or any other entity or
oryganizatieon in carrying out [sections 1 through 261;

(12) with regard to property:

{a} acquire real or personal property or any rights
interesty or easement therein by gifts purchases transfer,
foreclosurey leasey or otherwise;

(b) hold, sells assigns leasey encumbery mortgages or
otherwise dispose of such property;

{c) holdy sell, assigny or otherwise dispose of any
leasey mortgagey or Yoan owned by it orf in its control or
custody;

[d) release or relinquish any righty titles claims
interesty easementy or demandy however acquiredy including
any ejuity or right of redemptions;

(e} make any disposition by pubtic or private sale.
with »r without public bidding;

{F) commence any action to gprotect or enforce any
right conferred upon It by any laws mortgages contracts or
other agreement;

(g} bid for and purchase property at any foreclosure
or other sale or acquire or take possession of it In lieu of
foreclosure;

{h) operatey, manages leasey dispose ofy and otherwise

deal with such property in any manner necessary or desirable

—4- H3 A7l
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to protect its interests or the holders of its bonds or
notesy provided such action is consistent with any agreement

with sucn holders;

(13) servicey contract, and pay for the servicing of

loans;

(14) provide Financiat analysis and technical
assistance where considered appropriate;

(15) consenty whenever it considers necessary or
desirabje in fulfilling its purposes, to the modification of
the rate of interests times, and payment of any installiment
of principals interest, Securitys or any other term of any
contracts Tease agreementy loan agreements mortgages
mertgsage loans mortgage loan commitments construction Jloans
advance contracts or agreement of any kind, subject to any
agreenent with bondholders and noteholders;

{16) collect reasonable interesty feesy and charges in
connection with wmaking and servicing its lease agreementss
Toan sgreementsy mortgage loanse notesy bondse commitmentss
and cther evidences of indebtednesss Interests feesy and
charges are limited to the amounts requirea to pay the costs
of the buardy including operating and administrative
expenses angd reasonable allowances for losses that may be
incurreds

{17) procure insurance or guaranties in amounts and in

the faorm the board considers desirable or necessaryes from

-5 H3 871
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any partyy including a qovernhental agencys against any loss
in connection with its lease agreementss loan agreementsy
mortgage loansy and other assets or propartyi and

(18) parform any othgr acts necessary and convenient to
carry out the purposes of the board and [sections 1 through
2617

SEW_SECTIONs Section 3. Financing programs of the
boarde {1) The board may:

{a) invest ine purchasa or maka commitments to
purchases and take assignment from financial institutions of
notess mortgages, Yoan agreementsy and other securities
evidencing loans for the acquisitiony constructions
reconstruyctiony or improvement of projects located in the
states under terms and conditions determined by the board;

{b) acquires by constructions purchasey devises gifte
Teases or any combination of methodss from financial
institutionss projects ¥ocated in the state and lease such
projects to others for such rentals and upon such terms and
conditions as determined by the poard; or

{c) make loans to financial institutionss under terms
and conditions determined by the boards requiring the
procesds to be used by the financial institution Ffor fhe
purpose of financing the acquisitiony constructiony
reconstructiony or improvement of projects located in the

state.

-6- HB 871
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{2) The board may not operate any project a3 a
business or in any other manner excapt as the lessor thereof
or as may be necessary for a temporary period through the
enforzement of its rights under a Yeases loan agreementy or

other securlty agreement.

JEH_SECTI0Na Section 4« Bonds and notes for major

prajectss {1) The board may by resolution issue negotiable
notes and bonds in a principal amount as the board
determines necessary to provide sufficient funds For
achieving any of its purposess including the payment of
interest on notes ana bonds of the boarde establishment of
reserves to secure the notes and bondss including the
reserva funds created under [section 13]y and all other
expenditures of the board incident to and necessary or
convenient to carry out [sections L throuch 26]e«

(2) The board may by resolutiony from time to times
issue notes to renew notes and bonds or +to pay notess
including interesty and whenever It considers refunding
expediente refund any bonds by the issuance of new bondse
whether or not the bonas to be refunded have matureds or
issue bonds partly to refund bonds outstanding and partly
for aay of its other purposese

{3) Except as otherwi se sxpressly provided by
resolution of the board, every issue of its bonds is an

obligation of the board payabhle out of any revenues assetsy
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or money of the boards subject only to agreements with the
holders of particular notes or bonds pledging particular
revenuess assetSy Or money.

(4) The notes and bonds shall be authorized by
resclutions o©of the board, bear a datey and mature at the
times the resclutions provide. A note may not mature more
than 5 years from the date of its issues A bond may not
matur: more than 40 years from the date of its issues The
bonds may be issued as serial bonds payable in annual
instal Imentss as term Hondsy or @as a combination thereofe
The notes and bonds shall bear interest at a stated rate or
rates or at a rate or rate determination as statedy be in
denominationsy be in a formy either coupon or registereds
carry registration privilegesy be executed in a mannery be
payable in a medium &6f paymenty at places inside or outside
the states and he subject to terms of redemption as provided
in resclutionss The notes and bonds of the board may be sald
at public or private saley at prices above or below pary as
determined by the boardy and in a manner such that interest
on the bonds is eithar exempt from or subject to federal
income taxa

{5) The bonds issued under [sections 1 through 26} are
exempt from the Montane Securities Acty, but copies of all
prospectus and disclosure documents must be deposited with

the state securities commissioner for public inspection.

-8- HB 871
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(6} The +total amount of bonds eutstanding at any one
time for major projectsy, except bonds as to which the
board®s obligations have been satisfied and discharged by
refunding ar bonds for which reserves for payment or other

neans of payment have been provideds may not exceed $50

mitlisne
JEW_SECTION: Section 5. Bond anticipation notes —-
issuance -- payment of principal and intereste (1) The board

mayes nending the issuance of bandss issue temporary notes in
anticipation of the proceeds to be derived from the sale of
the bonds. The notes shall be designated as Yhond
anticipation notes". The proceeds of the sale of the bond
anticipation notes must be used only for the purpase for
which the proceeds of the bonds could be usedsy including
costs of issuances 1Ife prior to the issuance of the bondse
it becomes necessary to redeem outstanding notess additional
bond anticipation notes may be issued to redeem the
outstanding notes« No renewal of any note may ope issued
after the sale of bponds in anticipation of which the
origilal notes were jssueds

{2) Bond anticipation notes or other short-term
evidences of indehtedness maturing not more than 3 years
after the date of issue may be issued from time to time as
the proceeds thereof are needed. The notes must be

author ized by the board and must have such terms and details
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as may be provided by resolution of the boarde Howevers each
resclution of the board authorizing notes must:

{fa} describe the need for the praceeds of the notes to
be issued; and

{b) specify the principal amount of the notes or
maximum principal amount of the notes which may be
outstanding at any one timey the rate or rates of interest
or maximum rate of interest or interest rate formula (to be
deternined in the manner specified in the resalution
authorizing the notes to be incurred through the issuance of

such notes)s 2nd the maturity date or maximum maturity date

of thz notesas

(3 Subject to the Jlimitations contained in this
section and the standards and limitatiens prescribed in the
authorizing resolutions the board in its discretion may
provide for the notes described in subsection (2} to be
issued and scldy in whole or in parte from time to timee The
board may delegate to the administrator of the board the
power to determine the time or times of sales the manner of
saley the amountse the maturitiesy the rate or rates of
interzsty and such other terms and details of the notes as
considered appropriate by the board or the administrator in
the event of such delegatione Tne board in its discretion
but subject to the limitations cantained in this section may

also provide in the resolution authorizing the issuance of

-10- HB BTl
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notes for:

{a) the employment of one or more persons or firms to
assist the board in the sale of the notes}

(b) the appointment of one or more panks or trust
companiesy either inside or outside the state of Montanas as
depository for safekeeping and as agent for the delivery and
payment of the notess

(¢) the refunding of the notes from time to times
without further actiom by the boards unless and until the
board revokes such authority to refund; and

(d} such other terms and conditions as the board
considers appropriates

(4} In connection with the issuance and sale of notes
as provided in this sections the board may arrange for 1ines
of credit with any bank, firme or person for the purpose of
providing amp additional source of repayment for notes issued
pursusnt to this section. Amounts drawn on such lines of
credit may be evidenced by negotiable or nonnegotiable notes
or other evidences of indebtednesse containing such terms
and conditions as the board may authorize in the resolution
approving the samee

NYEW_SECII0ON. Section 6. Provisions of band
resolutionse A resalution autherizing notes or bonds or any
issue thereof may contain prowisienss which must be a part

of tha contract or contracts weth the holders thereofy as

-11- HB 871
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{1) pledging al¥ or any part of the revenue or
property of the beoard to secure the payment of the notes or
bonds or of any issue thereofy subject to existing
agreements with noteholders or bondholders;

(2) pledging all or any part of the assets of the
boardsy inciuding Tease agreementsy loan agreementsy
mortgagess and obligations securing thems to Secure the
payment of the notes or bonds or of any issue thereof,
subject to existing agreements with noteholders or
bondhslders;

(3) the use and disposition of the grouss income from
Iease agreementsy loan agreementse and mortgages owned by
the boards and the payment of the principal of mortgages
owned by the board;

(4) the setting aside of reserves for sinking funds in
the hands of trustees» paying agentss and other depositories
and the regulation and dispesition thereaof;

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

{6) Timitations on the issuance of additional notes or
bondsy the terms upon which additional notes or bonds may. be

issued and secureds and the refunding of outstanding notes

-12+ HB 871



19
11
12
13
14
15
16
17
iB
12

20

27
23
24
25

HB 08T1/0Z

or bonds;

(7} the procedure, {if anys by which the terms of any
contract with noteholders or bondholders may be awmepded or
abrogateds the amount of notes or bonds the holders of which
shall consent theretos and the manner in which such consent
may b: given;

{3) a commitment to employ adequate and competent
personnel at reasonable compensation; to set salaries, fees,
and charges as may be determined by the board in ctonjunction
with the department; and to maintain suitable facilities and
services for the purpose of carrying out its programs;

(%) wvesting in a trustee such propertys rightse
Powersy and duties in trust as the authority determines to
be necessary;

{10) defining the acts or omissions that shall
consti tute a default in the obligations and duties of the
board to the holders of the notes or bands and providing for
the rights and remedies of the holders of the notes or bonds
in the event of such defaults including as a matter of right
the anpaintwment of a receiver; and

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

JEW_SECI1ON. Section 7« Personal liabilityes The board

and employees of the department are not personally liable or

-13- H3 avl

]

SWwoow

10
11
12
13
14
15
16

17

19
20
21
22
23

24

H3 0871/0Q2

accountable by reason of the lssuwance of or on any bond or
note issued by the board.

YEW_SEQII0Ny Section 8« Purchase of notes and bonds
- cancellation. The board mays subject to éxisting
agreenents with noteholders or bondholders and out of any
funds avallable for that purposes purchase notes or bonds of
the boards which shall then be canceleds at a price not
exceeding:

(1) the current redemptlion price plus accrued interest
to the next interest payment if the notes or bonds are then
redeenable; or

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

1EW _SECIX0Ns Section 9. Trust indentures (1} In the
discretion of the boardy the bonds may be Secured by a trust
indenture between the board and a corporate trustee:s which
may be @ trust company or bank huving the power of a 2*rust
companys either inside or outside the state. A trust
indenture may contain provisions far protecting and
enforcing bondholders® rights and remedies that are
reasovablaey propery, and not in violatlon of laws including

covenants setting forth the duties of the authority in

relation to the exercise of its powers and the custodyy
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safeguardings and apptication 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
disbur sement, with the safegquards and restrictions it

considers necessarye

(2) A1l expenditures incurred in carrying out a trust
indenture may be treated as part of the operating expenses
of the board.

UEW.-SELTIONa Section 10. Negotiability of bondse
Notes and bonds issued by the board are negotiable
instruments under the uUniform Commercial Codes subject only
to the provisions for registration of notes and bondss

NEM_SECIION. Section 1le Sigaatures of board membersa
If board members whose signatures appear on notesy bondss or
coupons cease to be members before the delivery of the notes
or bondse their signatures shall nevertheless be valid and
sufficient for all purposes the same as if the members bhad
remained in office unti) deliverye.

NEW_SECTION. Section 12 Accountsse The  board may
create funds and accounts necessary to complement [sections
1 through 26)s The funds and accounts may include:

(1) a bond proceeds fund into which bond proceeds are
depositeds

{2) a comman bond fund consisting ofs
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(a) a common debt service account;

(o) a capital reserve account as provided in [section
15j: and

(c) an operating account for defraying the operational
costs of the beoard;i and

{3) other funds or accounts.

MEM_SECIION: Section !3. Reserve funds and
approoriationse (1) The board may establish a capitat
reserve account and pay into it any:

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

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

{t) other funds which may be available to the board
from any other sourceAfnr the purpose of the accounte

{2} A1l funds held in the capital reserve atlount must
be used solely for the payment of the principal of or
interest on the bonds secured in whole or in part by the
account or the sinking fund payments with respect to the
bondss the purchase or redemption of the bondsy the payment
of interest on the bonds, or the payment of any redemption
premium required to be paid when the bonds are redeemed
prior to maturitye Funds in the account may not be withdrawn

at any time in an amount that reduces the accouat to an
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amount tess than the sum of wsinimum capital reserve
requirements estahlished in the resolutions or indentures of

the board for the account excepty with respect to bonds

secured in whole or in part by the accounty for the purpose
of wmaking paymentr when dues of principaly interestsy
redemotion premiumss and sinking fund payments for the

payment of which other money pledged is not available. Any

income or intersst earned by or incremental to the capital
Feserve account due to jis investment may be transferred to
other accounts of the board to an extent that does not
reducz the amount of the capital reserve account below the
sum of minimum capital reserve requiresents for the accounte

SEH_SECIIQNe Section l4. Maintenance of capita)l
reserve accounte (1) In order to assure the maintenance of
the capital reserve accounty the chairman of the board
shally on or before September 1 in each year preceding the
convening of the legislatures deliver to the governor a
certificate stating the sumy If anys required to restore the
capltal reserve account to the minimum capital reserve
requirements The governor shall include in the executive
budget submitted to the legislature the sum required to
restore the capital reserve account to the sum of minimum
caplital reserve requirement. A1l sums appropriated by the
legistature shall be deposited in the capital reserve

accounts
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{2) AY) amounts appropriated to the board under this
section constitute advances to the board andy subject to the
rights of the haelders of any bonds or notes of the beard,
must be repaid to the state general fund without interest
from available operating revenuaes of the board in excess of
amount s required for the payment of bondss notess or other
obligations of the boards for maiptenance of the capital
reserve accountsy and for operating expenses.

MEW.SELTIONs Section 15. Refunding obligations. The
board may provide for the issuance of refunding obligations
for refunding any obligations then outstanding that have
been isswed under [sections 1 through 26}y including the
payment of any redemption of the obligationse The issuance
of obligationsy the maturities and other detailss the rights
of the holderss and the rightsy dutiess and obligations of
the authority are governed by the appropriate provisions of
[sections 1 threugh 26} that relate to the issuance of
obligationss The proceeds of refunading obligations may be
applisd to the purchaser redemptions or payment of
outstanding obligations. Pending the application of the
proce=ds of refunding obligations and other available funds
to the nayment of principaly accrued interestss and any
redemsdtion premium on the obligations being refunded ands if
permitted in the resclution authorizing the issuance of the

refunding obligations or in the trust agreement securing
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themy to the payment of interest on refunding obligations
and expenses in connection with refundings the proceeds may

be invested in such securities as the board considers

appropriate,

NEM_SECTION. Section 16s. Tax exemptiaon of  bandse
Bondss notes, or othar obligations issued by the board under
[sections I through 26} and 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 'states except for inheritance,
estates and gift taxese TFhe board i5 not required to pay
recording or transfer fees or taxes on instruments recorded
by it.

MEW_SECTIQNs Section 17. Project guaranty programa
(1) The board may guarantee and make commitments to
guarantee payment required by a Joans leases or other credit
arrangement for any project funded under [sections 1 through
261 or under 90-5-101 through 90-5-112s upon such terms and
conditions 3as the beoard may prescribe im accordance with
[sections 1 through 26). In administering the guaranty
programe the board may require the payment of a fee or
premiumns establish application fecsy and prescribe
applicationy notification, contract and guaranty F§Formss
rulesy regutationss and guidel iness

t2} Guaranties by the board under [sections 1 through
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26) mast:

(3) be made for a project which the board finds meets
the palicles and objectives of [sections 1 through 26);

(b)Y be made to an applicant for a guaranty approved by
the bnrard;

{c) contain amortization provisions satisfactoery to
the brard; ang

{d) be in such principal amounts be in such forme and
contain such terms and provisions with respect to payment of
property insurancey repairsse alterationss taxesy
assessmentsy delinquency chargesy and default remedias as
the board determinas to ba necessarya

(3) The board is authorized from time to time to enter
into quarantiesy insurance contractsy or any cother
agreegents or contracts with respect to the economic
development gquaranty fund and any gquaranteed loan lease or
other credit agreement. Any such agreement or <contract may
contain terms and provisions necessary or desirable in
connaction with the guaranty programe subject to the
requirements establishedy including without limitation teras
and provisions relating to loan documentations reviews
approval proceduress origination and servicing rights and
responsibilities, default obligationsy procedures and
abligationss and obligstions with raspect to guaranty

contracts made under [sections 1 through 26]e
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(4) Any contract of guaranty made by the board under
the authorization of [sections 1 through 26] must provide
that claims payable thereunder must be paid from any amounts
avallable in the economic development guaranty fund and from
any 2mounts available under the terams of any applicable
cantract or agreement with the financial institution which
origivated the guaranteed l1oans The obligation of the board
to make payments under any such contract is 1imited solely
to such sources and does not constitute a debt or Tiabitity
of the state. Any guaranty contract and any ruley
requijationy or guideline of the board implementing the
quaranty program may contain such other termsy provisionsy
ar conditions as the board considers necessary or
approariates including without limitation those relating to
the sayment of guaranty premiums, the giving of noticey
claim procedures the sources of payment for claimsy the
priority of competing <claims for payments the release or
termination of Toan security and borrower liabilitys the
timing ‘of paymenty the maintenance and disposition of
projects and the use of amounts received during periods of
loan delingquency orf upon defaults and any other provision
concerning the rights of insured parties or conditions to
the payment of guaranty claimse Any premiums for the
guaraitee of loan payments under the provisions of [sections

1 througn 26] may be determined on such basis and be payable
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by Such person in such amounts and at such times as the
board determiness and the amount of the premium need not be
uniform among the various loanss 1leasesy or other credit
agreements guaranteede.

NEYW _SECIIONa Section 18« Econosic development
quaranty funds {1) The board shall create an economic
develapment quaranty funde The fund must be held by a
trustee or other fiduciary designated by the board. There
must be deposited into the fund amountss Fnsurance feess
premiamses and such other revenues and assets as the beard
considers necessary te comply with any contract or agreement
entered inte by the board under {sections 1 through 26}« The
board may borrow from and deposit In the economic
development gquaranty funda up to $2.5 million from any
available state funde including funds of the Montana board
of housinge

[2) The amounts in the fund aust be used to satisfy
any claim resulting from a defavited loans Jeases or other
credit agreement. The amounts in the fund may also be used
for any other nurpose prescribed by the board in accordance
with fuaranty contracts with financial institutions entered
into oursuant to [sections 1 through 26]s including without
limitation the protection of the interest of the baoard in

projects during periods of delinguency or upon default.

{3) The minimum reserve requirement for the economic
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develspment quaranty fund must be such amount as may be
provided in an agreements resolutions or indenture with the
holders of bonds Issued under [sections 1 through 26)s but
not in excess of the aggregate annual payments due under the
1oansy leasess or other credit agreements guaranteed by the
board. No loans leases or other credit agreement #®ay be
guaranteed by the board if the amount of money available in
the economic development quaranty fund would be Jess than
the minimum reserve requirementes

{4) In order to assure the maintenance of the economic
development guaranty funds the chalrman of the board shall,
en  or before Septewmber 1 in each year preceding the
convening of the Jlegislaturey deliver to the governor a
certificate stating the sumy If anys required to restore the
economic development guaranty fund to the minimum reserve
requirements Tha governor shall include in the executive
budget submitted to the %Yegislature the sum required to
restore the economic devélopment guaranty fund to the
minimum reserve requirement.

(5) A1l amounts remitted to the board under this
section constitute 1oans to the board and must be repald to
the state treasury without interest from available operating
revenues of the board in excess of amdunts required for the

quarantee of loans.

NEM_SECIION. Section 19a AWBGIIoN of ruYese (1) The
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board shall adopt rules to establishs

(a) procedures for soliciting aad evaluating
ap lications and for notifying the local qoverpment of the
apptication for purposes of complying with [section 24); and

(b a system for evaluating appticationss cansidering
the following criteria:

(i) the applicant’s net worth;

(ii) the applicant*s training and experience in the
industry involved in the proposed project;

(iii) the applicant®s prospects for succeeding in the
proposed project;

{iv) the degree to which the new or increased business
resultting from the 1oan will meet the objectives of [section
2%; and

{v) any other factors the board may prescribes

(2) The board shall adbpt rules for the:

{a) organizations approvaly standardse and reguiation
of project applicants;

{b) approvale standardss and regulation of financial
institutions under [sections I through 26];

(c) assessmenty collections and payment of all fees
andg éharges in connection with makings purchasﬂng; and
servicing of its bonds and notess nortgégé lendinge
construction Tendinge temporary Yending and gua}anfy

programs; and
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{d) such other aatters as the board considers

necessary or desirable.

AEW _SECYION. Sectlon 20. Pledge of the states In

accordance with the constitutions of the United States and

the state of Montanas the state pledges that It will not in

any way impair the obligations of any agreement between the
board and the holders of notes and bonds issued by the

boards, including but not limited to an agr eement to
administer a loan progras financed by the issuance of bonds
and to employ a staff sufficient and competent for this
purposes

YER_SECTIION. Section 21s Credit of state not pledgeds
Obligations issued under the provisions of {[sections 1
throuth 26] do not constitute a debts liabilitys obligations
or pladge of the falth and credit of the state but are
payabla solely from the revenues or assets of the board.s an
obligation issued under this part must contain on the face
theresf a statement to the effect that the state of Montana
is not Tliable on the obligations the vobligation is not a
debdbt of the states and neither the faith and credit nor the
taxiny power of the state is pledged to the payment of the
srincipal or interest on the obligation.

MEW_SECIIONe Section 22« Taxation of projectse (1)
Notwithstanding the fact that title to a project may be in

the bnarde such projects are Subject to taxation to the same
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extents in the same manners and under the same procedures as
privately owned property in similar circumstances If such
projects are leased to or held by private interests on both
the assessment date and the date the levy is made in that
years Such projects are not subject to taxation in any year
if tney are not leased to or held by private interests on
both the assessment date and the date the levy is made in
that yeare

{2) When personal property owned by the board is taxed
under this section and such personal property taxes are
delinguents levy by warrant for distraint for callection of
such delinquent taxes may be made only on personal property
against which such taxes were laviedes

HEw _SECTION. Section 23. Bonds a5 legal investments
(1) Bonds issued by the board under the provisions of
[sections 1 through 26) are gecurities in which all Ffunds
may o2& legally and properly investeds including capital in
the control of or belonging to:

{a) public officers and public bodies of the state and
its political subdivisions;

{b} insurance companies;

(c} credit unionss building and loan associationse
investment companiess savings banksse banking associationss

and trust companies;

{d}) executorsy administratorsy trustees, and other
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fiduci aries; and

{e} pensionsy profit-sharings and retirement fundse

(2) Bonds issued under [sections 3 through 26} are
securities which may properly and legally be deposited with
and received by any state or municipal officer or any agency

or municipality of the state for any purpose for which. the

deposit of bonds or obligations of the state Is now or may
hereafter be authorized by laws

NEM_SECIYONa Section 24e Procedure prior to financing
projectss (1) Yhe board may finance major projects under
[sections 1 through 26] only when it finds thats

{a) the fipancing is in the public interest and is
consistent with legislative purposes and findings;

{b}) the financing to be provided by the board for a
project does not exceed either 310 million or 90% of the
apprai sed value of the projects whichever is less;

{c) a financial institution will participate in
fFinancing the projects either directly or through a letter
of credity to the extent of at least 10X of the financing to
be provided by the board;

{d) the financing for the project is insured or
quaranteed in whole or in part by a private governmental
insurzy or guarantors including but not limited to a
guaranty by the board.pursuant:to [section 171 and

(e) adequate provision is. made in the loan agreement,
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1rases or other credit arrangement regarding a project or
projects being financed to provide for payment of debt
servite on bonds of the board jssued to finance such project
or projectsy ta create and maintain reserves therefors and
ta meat all costs and expenses of issuing and servicing the
bondse

{2) In order to wmake the findings as described in
subsection (1){a)» a hearing must be conducted in the
folloring manner:

(a) the city or county in which the project will be
tocated shall be notifieds and within 14 days must advise
the board if it etects to conduct the hearing; or

{b) if no reguest for a local hearing is recaiveds the
board may hotd <the hearing at a time and place it
prescribesas

{3) If the hearing required by subsection (2) is
conducted by a lYocal governments the governing body of the
local government must notify the board of its determination
af whather the project is in the public interest within 14
days of the completion of the public hearing.

(%) wWhen a hearing is required either locally or at
the state levaly notice must be givens at least once a weex
for 3 weeks prior to the date set for the hearings by
publization in a newspaper of general circulation in the

city or county where the hearing will be held. The. notice
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must include the time and place of the hearing;s the general
natur: of the project; the name of the lesseey borrowers or
user of the project; and the estimated cost of the projects

MEH_SECIION. Section 25« Validity of pledge. Any
pledge made by the board is valid and binding from the time
the pledge is nade. Revenue, moneys or property pledged and
received by the board is immediately subject to the ljen of
the pledge without any physical delivery or further acte The
1ien of any pledge is valid and binding against all parties
having claims of any kindy whether in tort, contracty or
otherwisey against the boards irrespective of whether such
parties have notice thereofs Neither the resalution nor any
otner‘instrument by which a pledge is created is required to
be retorded.

NEW_SECIIONs Section 25« Annual awdite The board's
books and records must be audited at least once each Ffiscal
year by or at the direction of the legislative auditore The
actual costs of the audit shall be paid from the board's
fundsa

MEH_SELIION, Section 27« Montana economic development
boarde (1) There is a Montana economic development boarde

{2} The board consists of Seven membersy who shall be
appointed by the governor as prescribed in 2-15~12%e. The
board must be broadly representative of the states seeking

to balance professional expertise and public interest and
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accountability.

(3) Members must be appointed within 60 days of [the
effective date of this act] in accordance with the manner
prescribed in 2~15-124,

(4} The board is designated as & guasi+judicial board
for the purposes of 2-15-124.

(5) The board is allocated to the department of
commerce for administrative purposes only as provided in
2-15-121« The board has authority over its own personnel as
provided in [section 28).

NEW_SECIIDle Section 28« Meetings and acts of the
board and personnsl. (1) A1l meetings of the board are open
to the publice

{2) All official acts of the hoard must be taken in a
reqular or special meeting and by a majority of the board.

{31 Al rules adopted by the hoard wust be in
accordance with the Montana Administrative Procedure Acts

(4) The board may employ an administratore who shall
have aeneral responsibility for the selection and management
of the board®s staff and direction of its activitiese The
administrator serves at the pleasure of the boards

(5] The board may prescribe the duties and annual
satary for prafessional staff positionsa

Section 2%« Section 90-6-104y MCAs is amenaded to read:

"30-6-104. General powers of the boarde The board may:
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(1} sue and be sued;

(2} have a seal;

{3) adopt all procedural and substantive rules
necessary for the administration of this party including

rules concerning its mortgages constructions and temporary
lending programs;
{4) wmake contracts, aqreementss and other instruments

necessary or convenient for the exercise of its powers under

this part;

{%) enter into agreements or other transactions with
any federal, states or Tlocal governmental agencys any
personse and any domestic Qor foreign partnershipey
corporations associations or organizatiaon in carrying out
this sarts;

(6) enter into agreements under Its ryles with
SPpONSorss mortgaqorss or lending institutions for the
purpose of vrequlating the analysiss plannings developments
and management of housing developments financed in whole ar
in part by the proceeds of its loans or securities and
mortgage purchase programs;

{7) enter into agreements or other transactions withy
and accept grants and the cooperation ofy any governmental
agency jn furtherance of this part, iIncludinag but not
limited to the development: laasings maintenances operations

and financing of any housing deselopment;
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18) accept servicess appropriationsy giftsy grantsy
beques tsy and devises and utilize or dispose of them in
carrying out this part;

{9) acquire real or personal property or any righty
inter2st, or easement therein hy gifts purchases transfers,
foreclosures leases or otherwisei hold, sell, assigns leases
encumbery mortgage, or otherwise dispose thereof; holde
sells assigny or otherwise dispose of any mortgage or loan
owned by it or in its control or custody; release or
relinijuish any rights titles cliaims interest, ecasementy or
demandy howaver acquireds including any equity or right of
redemaotion; do any of the foregoing by public or private
sales with or without public biddingi commence any action to
protect or enforce any right conferred upon it by any laws
mortjages contracte or other agreement; bid for and purchase
property at any foreclosure or other sale or acquire or take
possession of it in liew of foreclosure; and operates
managey Jeaser dispose ofs and otherwise aeal with such
property in any manner necessary or desirable to protect its
interests and the holders of its bonds of npotes and
consistent With any agreement with such holderss

(10) service and contract and pay for the servicing of
loans;

{11) provide general technical services in the

analysise plannings designg processings Constryctions
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rehabillitations and management of housing developments Ffor
persons and families of Tower income where these services

are not otherwise available;

{12) provide general consultative services to housing

dcvelosrants  for oersons and families of lower income and

the residents thereof with respect to counseling and

training in managementy, home ownerships and maintenance
where these services are not otherwise available;

({13) invest any funds not required for immediate usey
sub jerct to any agreements with its bondhelders and
notenoldersy as provided in Title 1T, chapter 6&6» except all
investment income from funds of the board less the cost for
investment as prescribed by law shall be deposited in the
housing finance account;

{i4) seil its locans or securities to the Ffederal
natioval mortg®ge asscciation or any other agency or
instrumentality of the United States and invest in the
capital stock issued by the association or other agency or
instrumentality to the extenty if 3nys required as a
condition of such sale;

{15) consents whenever it deems it necessary or
desir:ble in fulfilling its purpcsese to the modification of
the rate of interasts time, and payment of any installment
af principal or interesty securitys or any other term of any

contracty mortgagey mortgage 1oaney mortgage loan commitmenty
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construction loans advance contracts ar agree;ent of any
kindy sub ject to any agreement with bondholders and
notehialderss;

{16) collect reasonable interests feesy and charges in
connection with making and servicing its loanss notese
bonds, commitmentss and other evidences of Indebtedness and
in connmection with providing technicals cansultatives and
project assistance servlcés- Inferest fees and charges shall
be limited to the ameunts required to pay the costs of the
beards including operating and administrative expenses and
reasonable allowances for losses which may be fncurred.

{17} procure insurance against any %0ss in connection
with Its mortgages and mortgage loans and othey assets or

propzarty in amounts and from insurers as the hoard considers

desirable or necessary;
f18) act as agent for governmental agencies concerning

acquisitions constructions leasingsy operations or management
of a hausing development;

(19) issue notes and bow.ds and replace loste destroyeds
or mutilated notes and bonds; and

{20) develop special programs for housing developments
for vaterans of the armed forces of the United States who
ara unable to acquire safe and sanitary housing through

Yending institutions by conventional meansi_apd

{Zl1_lend.mooex_to the_economis_.development _boacd__to
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estaulisbh. . the_ _Moataoa..eceoomic_ . developaent. guaraonty. fung
crestad.by [section 13)."

NEM_SECIIDH. Section 30. Severability. If a part aof
this act is invalids 211 valid parts that are severable from

the invalid part remain in effecte If a part of this act is

invalid in one or more of its applications, the part remains

in effect im all valid applications that are severable from

the invalid applicationsa

MEY_SECTIONe Sectfon 31e Effactive dates This act is
effective on passage and approvals

NEW . SECTIONa Section 32s Coordinatier instructions
House Bill 871 as amended by the legislature is nearly
identical to House Bi1t 700 except for the provisions
relating to the financing of major projectss If both House
Bi13 871 and House Bill 700 are passed and approved, the
code comwmissioner shal)l not codify both bills in their
entiratys but shall' only codify those parts of House Bi1}
871 that differ from the companion parys of House 32i11 700«

-End~
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STATEMENT OF INTENT
HOUSE BILL BTl

House Economic Development Committee

A statement of intent is required for House Bill 471
becausa It provides rulemdking authority for the Montana
economic development board in Section 21 of the bill.

1t is the intention of the Tegisliature that i
implementing the rulemaking provisions of the bills the
board will examine the procedures used in other states to
take advantage of proven methods of soliciting and reviewing
applications for 1loanss It is further the intention of the
legislature that the board will maintain close contact and
solicit the opinions of the investment businesses In Montana
and the financial institutions of the statee It is further
the intention of the legislature that in the examination of
the rules provided for assessmant of a collection of feses in
connection with its programsy the board shall make a
concerted effort to consider not only the needs of the
boardy but the needs of the potantial borrowers af the state
and the general need for capital investment in Montana.
Where possibley the board shall use proven methods of
operation which have been provided through the experience of
ather boards in the state and the experience of other

statess The rules should also provide for a local hearing to

2
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be hetd to deteramine whether a proposed project is in the

public iInterest.
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HOUSE BILL NO. 871
INTRODUCED BY FAGGy HANNAH
BY REQUEST OF THE SELECT
COMMITTEE ON ECONOMIC DEVELGPHENT

A BIL. FOR AN‘ACT ENTITLED: ®AN ACT CREATING AN ECONOMIC
DEVELDPMENT AYFHEREFY BOABD: CREATING AN ECONOMIC
DEVELOPMENT GUARANTY FUND; PROVIDING FOR THE ISSUANCE OF
BONDS TO FINANCE PROJECTS; DESIGNATING TYPES OF PROJECTS TO
BE FUNDED; CREATING ACCOUNTS NECESSARY FOR LARRYING OUT THE
PROGRAM; AND PROVIDING RULEMAKING AUTHORITYZ _AMENDING

SECTION 90=6=10%s MCAe"™

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONVANA:
(Refer to Introduced Bill}
Strike evarything after the enacting clause and insert:
NEM. SECIION. Section la Definitions. AS used in
[sections 1 through 261+ unless the context requires
otherwises the following dafinitions apply:
t1I) *“Board™ means- thg Montana economic development
board cfeated in [section 2T e
(2) ™Bond® means any bonds notes debentwres interim
certificates or other evidence of financial indebtedaess
issued by the board pursuant toa {sections 1 through 26}.

¢3) "Uepartment®™ means the departmsent of commerce
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provided for in 2-15-1801.

(#) “Financial institution™ means any banky saviags
and loan associations credit unions development, credit
corporations insurance companys Invastment companys trust
companys savings Institutions or other financial institution
approved by the board and lélntalnln§ an office in the
state. i

(5} ™Project™ means a project as defined in 90-5-10l.

(6) ™Project costs® means the costs of acquiring or
improving apy projecte including the following:

{a) tha actual cost of acquiring or Improving rést
estate for any project;

{b} the actual cost of construction of all or any part
of a ornjecty including architects® and engineers® fees;

{c) all expenses Iin connection with the authorization,y
sales and issuance of the bonds to finance sech acquisitien
or imcrovement;

(d) bond reserves and premiums Far Insurance or
guaranty of lean pafnents or Yease rentals pledgad to pay
the dondsy and

{e} the interest.on such bonds for a3 reasonable time
prior €0 constructions durfng constructions  and not
exceeding & months after campletion of constructiom.

YEW_SECFIONs Section 2. Powers of the boarde The

board mays

-2=- HB B71
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{l1) sue énd be gueq{

iap have a seal; .

(3 ';dopt all pro:e&urai and substéntive‘ rules
necassary for the ad-inistrat{on of {sections 1 through 26];

iﬁ) make contractsy aqreénents- and other instrumants
necessary or convenient for thg exercise of its powers under
[sections I through 26]; .

{5) invest any Ffunds not required for immediate uses
as the board considers appropriates sub ject to any
agreements with its bondhalders and noteholders;

(6) arranga for 1Vines of credit from and enter into
participation agreements with any financlal institution;

(7) issue bonds for the purpose of defraying the cost
of acquiring or Iimproving any project or projects aﬁd
sacuring the payment of the bonds as provided in [sections 1
through 246173

(8) enter into agressents or other t;ahsactions with
and accept grants and the cooperation of any governmental
agency #n furtherance of {sections 1 through 2615 i

(?) selly purchasey or insure loans to finance the
costs of projects;

(10} accept sariices. appropriatianse giftss grantse
befuestss and devises and utilizg or dispose of them in
carrying out [seetions 1 through 261;

(11) ent¥r idto agreemedts or other transactions with a

-3= HB 8T1
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federai agencys an agency 6r instruﬁentalltf of thé staté; a
municipalitys a private o;ganiiationc or any other entity or
organization In carrylng out [sections 1 through 26];

(12) with regard to property: '

{a) acquwire real or personal propesrty or any righty

inter2sty or easement therein by;girt-' pGrchasei transfers

forecl osuray laasey or otherwisei

{b) holdy selly assigns leases encumbers mortgages or
othersise dispose of such property;v;

(c) holdy selly assigny or otherwise dispose of any
leases wmortgages or Uloan owned by it or in fts control or
custody:

(d) -release or relinquish any rights titley claime
interesty easement; or demandy however écquired, includfng
any equity or right of redemption;

(2) make any disposition by public or private saley
with or without public bidding; ‘

(f) coswmence any acflen to protect or enforce any

right conferred upon it by any lawy mortgages contracty or

other aqreaments;

fg) bid for and purchase property at any fo}eclosure

or othar sale ur.acquire or take possession of it in lieu of
foreclosures 7 . ‘

u(h) bpefato. manager leasaes dispose ofr and atherwise

deal with such property in any manner necessary or desirable

—- HB BTY
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to protact §ts interests or the holders of its bonds or
notess provided such action is consistent with any agreement
with such holders;

{13) services contracte and pay for the servicing of
Toans;

(14) provide financial analysis and technical
assistance where considered appropriate;

{15) consents whenever it <considers necessary or
desirable in fulfilling its purposesy to the modification of
the rate of interests timey and payment of any instaliment
of principals fnterestv securitysy or any other term of any
contractsy tease agreamsents loan agreements MOrtgagey
mortgage loany mortgage loan commitments construction loans
advanze contracts or agreement of any kinds subject to any
agree;ent with bondholders and noteholders;

(L&) ¢ollect reasonable interesty fees, and charges in
conneztion with making and servicing its lease agreementss
loan agreements, mortgage loanss notess bondsy commitmentssy
and octher evidences of indebtedness. Interest, feess and
charges are limited to the amounts required to pay the costs
of the boards including operating and administrative
expenses and reasonable allowances for losses that may be
incurred.

{17} procure insurance or guaranties in amounts and in

the form the board considers desirable or necessaryy from

-5 H8 871
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any partys including a governmental agencys against any loss
in covnection with [ts Jease agreaementsy loan agreementse
mortgage Toanss and other assets or property; and

{19) perform any other acts necessary and convenient to
carry out the purposes of the board and [sections 1 through
267}

MEM_SECIJONa. Section 3, Financing programs of the
boérd. (1) The board may:

{a)} Invest fne purchase or wmake commitments to
purchasey and take assignment from financial imstitutions of
notess mortgagesy locan agreementsy and other securities
evidencing Toans for the acquisitions constructiony
reconstructfonc or improvement of projects located in the
state, under terms and conditions determined by the board;

{b) acquirey by constructions purchase, devisey gifte
leaser or any combination of nethods} from financial
institutionse projects located in the state and lease such
projects to others for such rentals and upon such terms and
conditions as determined by the board;: or

{c) make loans to financial institutionss under terms
and conditions determined by the boardy requiring the
procezds to be used by the financial institution for the
purpose of financing the acquisitions constructions
reconstructions or inprovément of projects located in the

statas
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{2) The board wmay not operate any project as a
busiﬁess or in any other manner except as the lessor thereof
or as may be necessary for a temporary period through the
enforzement of its rights under a leasey Toan agreesments or
other security agreements

SEM_SECTION. Section 4. Bonds and notes for major
projectss (1) The board may by resolution issue negotiable
notes and bonds in a principal amount as the board
deternines necessary to provide sufficient funds for
achieving any of its purposess Including the payment of
Intarest on notes and bonds of the boardsy estabiishment of
reservas to secure the notes and bondsy including the
resorve funds created under [section 13]y and all other
expenditures of the board Incident to and necessary or
convenient to tarry out [sections 1 through 26]e

(2) The bhoard may by resolutions from time to timey
issue notes to renew notes and bonds or to pay notes,
incluling interesty and whenever it considers refunding
expadi anty refund any bonds by the issuance of new bondsy
whethzr or not the bonds to be refunded have matureds or
issue bonds partly to refund bonds outstanding and partly
for any.of its other purposese

{3) Except as otharwisa expressly provided by
resolution of tha boardy uvery Issue of Its bonds is an

nbl!gétion of the board payéble out of ahy revenues assetss

-T- HB 8T1
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or mon2y of the boardy subject only to agreements with " the
holders aof particuiar notes or.bonds pledging particular
revensesy assets, Or moneys

{¢) The notes and bonds shall be authorized by
resolutions of ¢the boards bear a dates and mature at the
times the resolutions provides A note may not mature more
than 5 years from tha date of its issue. A bond may not
Mmatur2 more than 40 years from the date of its issues The
bonds may be Issued as serial bonds payable in annual
instal Imentsy as term bondsy or as a combination thereof.
The notes and bonds shall bear interest at a stated rate or
rates or at a rate or rate determination as statedy be In
denomi nationse be in a forme elther coupon or registereds
carry registration privilegess be executed in a wmannery be
payable in a medium of payment, at places inside or outside
the states and be subject to terms of redemption as provided
in resﬁlutions. The notes and bonds of the board may be sold
at public or private saley at prices above or below pars as
deternined by the board, and in a manner such that interest
oﬁ the bonds is either exempt from or subject to federal
income taxe

{5) The bonds issued under f{sections 1 through 26] are
exempt from the Montana Securities Actsy but copies of all
prospectus and disclosure docu-enﬁs must be deposited with

the state securities commissioner for public inspection.

-8- HB 871
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{6) The total! amount of bonds outstanding at any one
time for major projects, eaxcept bonds as to which the
board's obligations have been satisfied and discharged by
refunding or bonds for which reserves for payment or other
means of payment have been provideds may not exceed $50¢
millione

NEM_SECTIONs Section 5. Bond anticipation notes =-
issuance — payment of principal and intereste (1) The board
mayy oending the issuance of bondsy Issue temporary notes in
anticipation of the proceeds to be derived from the sale of
the bonds. The notes shall be- ‘deslgnated as “bond
anticipation notes™. The proceeds of the sale of the bond
anticipation notes must be used only for the purpose for
which the proceeds of the bonds could be usedy including
costs of issuances Ify prior to the issuance of the bondse
it becomes necessary to redeen sutstanding notes, additional
bond anticipation notes may be issued to redeem the
outstanding notess No renewal of any note may be issued
after the sale of bonds in anticipation of which the
original notes were issueds

(2} Bond anticipation notes or other short-term
evidences of Indebtedness maturing not more than 3 years
after the date of issue may be issued from time to time as
the proceeds thereof are neededs The notes must be

author ized by the board and must have such terms and details

- I HB 871
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as may be provided by resolution of the board. Howavars each
resclution of the board authorizing notes must:

{a}) describe the need for the proceeds of the notes to
be issued; and

{b) specify the principal amount of the notes or
LETEY 1] ] principal " amount of the notes which may be
outstanding at any one timey the rate or rates of interest
or maximum rate of interest or Interest rate foraula (to be
detersined in the manner specified in the resolution
authorizing the notes to be incurred through the issuance of
such notes), and the wmaturity dote or wmaximum maturity date
of the notes.

{(3) Subject to the limitations contained in this
saection and the standards and limitations prescribed in the
authorizing resolutiony the board in its discretion may
provide for the notes described in subsection (2) to be
issued and soldy in whele or in party from time to times The
board may delegate to the administrator of the board the
power to determine the time or times of saley the manner of
sales the amountss the maturitiess the rate or rates of
inter>sty and Such other terms and details of the notes as
cansidered appropriate by the beard or the admin€strator in
the event of such delegatione The board in its discretion
but subject to the limitations contained in this section may

also provide in the resolution authorizing the Issuance of

-10- HB 871
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notes for:

(a) the employment of one or more persons or firms to
assist the board in the sale of the notes;

{b} the appointment of one or wore banks or trust
companiesy ejither inside or ocutside the state of Montanas as

depository for safekeeping and as agent for the delivery and

payment of the notes;

{c) the refunding of the notes from time to times
without further action by the boards unless and until the
board revokes such authority to refund; ana

{d) such other terms and conditions as the board
considers appropriatee

(&) In connectlion with the issuance and sale of notes
as provided in this sectiony the board may arvange for lines
of credit with any banke firme or person for the purposs of
providing an additional source of repayment for notes issued
pursuant to this section. Amounts drawn on such lines of
credit may be evidenced by negotiable or nonnegotiable notes
or other evidences of indebtednessy containing such teras
and conditions as the board may authorize in the resoclution
approving the same. _

NEM.SECIION: Section 6« Provisions of bond
resolutionse A resolution authorizing notes or bonds or any

issue thereof may contain provisionsy which sust be a part

. of tha contract or contracts with the hcolders thereofy as

-11- HB 871
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(1) pledging all or any part of the revenue or
property of the board to secure the payment of the notes or
bonds or of any Issue thereofy subject te existing
agreements with noteholders or bonaholders;

{2} pledging all or any part of the assets of the
boards including Tease agreementss loan agreementse
mortgagesy and obligations securing thems to seécure tne
payment of the notes or bonds or of any issue thereofs
subject to existing agreements with noteholders or
bondholders; A

{3] the use and disposition of the gross income from
lease agreementss 1oan aqreementsy and mortgages owned by
the boardy and the payment of the principal of mortgages
owned bf the boa?d:

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

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

{6) limitations on the issuvance of additional nates or
bondss the terms upon which additional notes or bonds may be

issued and secureds and the refunding of outstanding notes

-12- HB 871
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or bovds;

(7)) the procedurey If anys by which the termss of any
contract with noteholders or bondholders may he amended or
abrogated+ the amount of notes or bonds the holders of which
shall consent theretoy and the manner in which such consent
nay b2 given;

(8) a commitment to employ adequate and competent
personnel at reasonable compensation; to set salariess feess
and charges as way be determined by the board in conjunction
with the department; and to maintain suitable facilities and
services for the purpose of carrying out its prograas;

(9) vwvesting in a trustee such propertys rightsy
powerss and duties in trust as the authority determines to
be necessary;

{10) defining the acts or omissions that shall
constitute a default in the obligations and duties of the
board to the holders of the notes or bomnds 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 raceiyer: 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.

YEYW _SECIIQN. Section Te Personal liabilitye. The board

and employees of the department are not personally liable or

-13- HB 871
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accountable by reason of the issuance of or on any bond or
note | ssued by the board.

NEW_SELIIONs Section 8. Purchase of notes and bonds
- cancellatione The board wmays subject to existing
agreenents with noteholders or bondholders and out of any
funds available for that purposes purchase notes or bonds of
the boardy which shall then be canceledy at a price not
exceedings

(1) the current redemption price plus accrued interest
to the next interest payment If the notes or bonds are then
radeemable; or

(2} the redemption price applicable on tha first date
after the purchase on which the notes or bonds become
subject to redemptions plus éccrued interest to that dates
if the notes or bonds are not then redeemable.

SEM_SECTION. Section 9. Trust indenture. (1) In the
discretion of the boards the bonds'may be secured by a trust
indenture between the beard and a corporate trusteey which
may be a trust company or bank having the power of a trust
companys eilther inside or outside the state. A trust
indenture may contain provisions for protecting and
enforcing bondholders? rights and remedies that are
reasoclrable, propery and not in violation of lawe including
covenants setting forth the duties of the authority in

relation to tha exercise of its powers and the custodys

=14= HB 8T1
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safegiardings 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
di sbur sement, with the safeguards and restrictions it
considers necessarye

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

NEM_SECTIIONe Section 10« Negotiability of bondsa
Notes and bonds [xsued by +the board are nagotiable
instruments under the Uniform Commercial Codes subject only
ta the provisions for registration of notes and bondsa

MEM_SELCIIONa Section 1ll. Signatures of board members.
If board members ynose signatures appear on note;o bondse or
coupons cease to be members bafore the delivery of the notes
or bondse thelr signatures shall nevertheless be valid and
sufficient for all purposes the same as if the menbers had
remained In office until delivery.

NEW _SECTION. Section 12« Accountse The board wmay
create funds and accounts necessary to complement [sections
1 through 26]« The Funds and accounts may include:

(1) & bond proceeds fund intoe which bond proceeds are
deposited?

t2) a common bond fund-téﬁsistlng of s

=15~ HB 371
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(a) a common debt service accounts

(b} a capital reserve account as provided in [section
15}: and

{c) an operating account for defraying the operational
costs of the board; and

{3) other funds or accountsas

NEK_SECIIONe Section 13. Reserve funds and
appropriations.e (1) The board may establish a capital
reserve account and pay Into it any:

{a) funds appropriated and made available by the state

for the purpose of the account;

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

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

(2) AVl fonds held in the Eapital reserve account must
he 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
bondsy the purchase or redemption of the bondse the payment
of interest on the bonds, or the payment of any redemption
premium requlired to be paid when the bonds ara redeemed

prior to maturitye. Funds in the account may not be withdrawn

at any time in an awmount that reduces the account to an

-16- HB 871
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amount less than the sum of minismum capital reserve
requirements established in the resclutlions or indentures of
the board for the account excepts with respect to bonds
secursed in whole or in part by the accounts for the purpose
of wmaking payments whan dues of principal, interesty
redemption premiumses and sinking fund payaents 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 board to an extent that does not
reduc2 the amount of the capital reserve account below the
sum of minimum capital reserve requirements for the accounte.

NEW_SECTIONs Sectlion 1l4. Maintenance of capital
reserve account. {1) In order to assure the maintenance of
the capital reserve accounts the chairman of the board
shally on or before September 1 in each year preceding the
convening of the 1legislatures dellvgr to the governor a
certificate stating the sums if anys required to restore the
capital reserve account to the wminimum capital reserve
requiremente The dovernor shall include in the executive
budget submitted to the TJegislature the sum required to
restore the capital reserve account to the sum of minimum
capltal reserve requiremente All sums appropriated by the
legislature shall be deposited in the capital reserve

accounts.

-7~ HB 871
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(2} AMl amounts appropriated to the board unﬂer this
section constitute advances to the board andy subject to the
rights of the holders of any bonds or notes of the board,
must be repaid to the state general fund without interest
from available operating reyvenuas of the board in excess of
amounts required for the payment of bondss notesy or other
obligations of the boards for maintenance of the capital
reserve accounts and for oﬁeratlng expenses.

HEW.SECYIONs Section 15. Refunding obligationss The
board way provide for the issuance of refunding obligations

for r2funding any obligations then outstanding that have
been issued under {[sections 1 through 26)y Including the
payment of any redemption of the obligationss The issuance
of obligationsy the maturities and other detailsy the rights
of the holdersy and the rightse dutiess and obligations of
the authority are governed by the appropriate provisions of
{sections 1 through 26] that relate to the issuance of
obligaéions- The proceeds of refunding obligations may be
appli=q to the purchases redemptions or payeent of
outstanding obligationse Pending the application of the
proceads of refunding obligations and other available funds
to thz payment of principaly accrued interestsy and any
redeaption premium on the obligations being refunded ands iFf

permitted in the resolution authorizing the issuance of the

refunding obligotions or in the trust ayreement securing

-18- HB BT1
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themy to the payment of interest on refunaing obligations
and expenses in connection with refundings the proceeds may
pe investad in swuch Ssecurities as the board considers
appropriates

MEM_SECTIONs Section 16« Tax exemption of bondse.

.Bondsy notese or other obligations Fssued by the board under

[sections 1 through 26] and their transfer and income
{including any profits wmade on their sale}) are free from
taxation by the state or any political subdivision or other
instrusentality of the states except for inheritances
estatey and gift taxes. The béatd is not required to pay
recording or transfer fees or taxes on instruments recorded
by Its

MEM_SECIIONe Section 1T. Project guaranty pragram.
{1} The board may gquarantee and make commitments to
guarantee payment required by a Joans leasees or other credit
arrangement for any project funded under [sections 1 through
26] or under 90-5-101 through 90-5-112y upon such terms and
conditions as the board may prescribe in accordance with
{sections 1 through 26J]« In adwministering the guaranty
programs the board may require the paysent of a fTee or
premiimy establish application feesy and prescribe
applications notifications contract and gquaranty forass
rulass requiationss and guidetines.

'{2) OGuaranties by the board under [sections 1 through

-19- HB 871
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26) must:

{a) be made for a project which the board finds meets
the pnlicies and objectives of {sections 1 through 26];

{b} be made to an applicant far a guaranty approved by
the brard;

(c) contalin amortization provisions satisfactory to
the board; and

(d) be in such principal amounts be in such formes and
contaiﬁ such terms and provisions with respect to payment of
property insuranceys repairse alterationsy taxese
assessmentsy del inquency chargese and default remedies as
the board determines to be necessarye

(3) The board is authorized from time to time to enter
into guarantiess insurance Contractss or any other
agreenents or contracts with respect to the economic
development gquaranty. fund and any guaranteed loan lease or
other credit agreement. Any such agreement or contract may
contain terms and provisions necessary or desirable in
connection with the gua;énty programy subject to the
requirements establishedy including without limitation terms
and oprovisions relating to Toan documentations reviews
approval proceduressy origination and servicing rilghts and
responsibilitiese default obligationsy procedures and
obligationss and obligations with raspect to guaranty

contracts wmade under fsections 1 through 26]3.
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(#) Any contract of guaranty made by the board under
the authorization of [sections 1 through 26} must provide
that claims payable thereunder must be paid from any amounts
available in the economic development guaranty fund and from

any amounts available under the terams of any applicable

" contract or agreement with the financial institution which

originated the guaranteed loan. The obligation of the board
to make payments under any such contract s limited solely
to such sources and does not constitute a debt or liability
of the states Any guaranty contract and any ruley
regulationy or quideline of the board implementing the
guaranty program may contain such other termss provisionss
or conditions as the board considers necessary or
approsriatey including without limitation thosa relating to
the payment of guaranty premiumss the giving of notices
claim procedures the sources of payment for claimse the
priority of competing claims for payments the release or
termination of loan security and borrower liability, the
timing of paymenty the wmaintenance and disposition of
projects and the use of amounts received during periods of
tcan delinquency or upon defaulte and any other provision
concerning the rights of insured parties or conditions to
the payment of gquaranty claims. Any premiums for the
guaraitee of loan payments under the provisions of [sections

1 through 26] may be determined on such basis and be payable
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by such person in such amounts and at such times as the
board determinessy and the amount of the premium need not be
unifo-m among the various loansy Jleasesy or other crealt
agreements guaranteeds

MEM. SECIION: Section L8s Economic

guaranty funde (1) The board shall create an economic

development

develapment guaranty funds Tha fund must be held by a
trustee or other fiduciary designated by the boarde There
must bde deposited into the fund amountss insurance feese
premiamsy and such other revenues and assets as the board
considers necessary to coﬁply with any contract or agreement
entered into by the board under [sections 1 through 26}« The
board may borrow from and deposit iIn the economic
development guaranty fund up to s2e5 22 wmillion from any
available state ¢unds inctuding funds of the Montana board
of hoasings

{2) The amounts in the fund must be used to satisfy
any claim resulting from a defaulted loane teases or other
credit agreementes The amounts in the fund may ‘also be wused
for any other purpose prescribed by the board in accordance
with suaranty contracts with financial institutions entered
into pursuant to [sections 1 through 26]¢ Including without
Jimitation the protection of the interest of the board in
projects during periods of delinguency or upon defaulte

{3) The minimur reserve requirement for the economic
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develapment gquaranty fund must be such amount as may  be
provided in an agreemente resolutions or‘indenture with the
holders of bonds Issued under [sections 1 through 26}y but
not in excess of the aggregate annual payments due under the
loansy leasasy or other credit agraeements guaranteed by the
boarde Mo loany Teases or other cradit agreement way be
guara~teed by the board if the amount of money available in
the economic development guaranty fund would be less than
the minimum reserve requirement.

{#) In order to assure the malntenance of the econonmic
development guaranty fund, the chairman of the board shalils
on or before September 1 in each year preceding the
convening of the 1legislatures deliver +to tha governor a
certificate stating the sumy if anys required to restore the
econonic development guaranty fund to the wminimum reserve
requiremente The governor shall include in the executive
budget submitted to the legislature the sum required to
restore the economic development quaranty fund to the
ninimum reserve requirements

(5) A1l amounts remitted to the board under this
section constitute Yoans to the board and must be repaid to
the state treasury without interest from available operating
revenues of the board in excess of amounts required for the
guarantee of loanse

NEM _SECIION. Section 19+ Adoption of rulese (1) The
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bcard shall adopt rules to establish:

(a} procedures for soliciting and evaluating
applications and for notifying the local.goverouent of the
applizatioen for purposes of cé-plying with [section 24]5 and

(h) a system for evaluating applicationss considering
the following criterias

{i} the applicant®s net worthi

(ii) the applicant's training and experiemce in the
industry involved in the proposed project;

(iii) the applicant*s prospects for succeeding in the
proposed project;

(iv}) the degree to which the new or increased pusiness
resulting from the loan will meet the objectives of [section
2]y and

{v) any other factors the board may prescribe.

(2} The board shall adopt rules for the:

{a) organizations approvaly standardss and regulation
of project applicantss

{b} approvals standardss and regulation of financial
institutions under [sections 1 through 26];3

(c) assessment, collections and payment of all faees
and charqes in connection with wmakinge purchasings and
servicing of its bonds and notesy mortgage Tendinge
construction Tendinge temporary lendings and guaranty

programss; and
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sust include the time and place of the hearingi the general
naturg of the project; the name of the lesseay, borrowers or
user of the project; and the estisated cost of the projects

JEW_SECIIONae Section 25. Validity of pledge. Any
pladge made by the board is valid and binding from the time
the plédge is mades Revenues moneys Or property pledged and
received by the board is immediately subject to the lien of
the pledge without any ph*sital delivery or futthef acte The
Yien of any pledge is valid and binding against all parties
having claims of any kinds whether in torty contracte or
otherwises against the boards irrespective of whether such
partizs have notice thereof« Neither the resctution nor any
other instrument by which a pledge is created is required to
be rezordeds

NEW_SECI10Na Section 26+ Annual audite The board's
books and records must be audited at least once each fiscal
year by or at the direction of the legislative auditore. The
actual costs of the audit shall be paid from the board's
fundse

SEN. SECIIONA Section 27. Montana economic development
boards [1) There is a Montana economic development boards

{2} The board consists of seven memberss who shall be
appointed by the governcr as prescribed in 2-15-124e The
board must &e—sroadiy-representative-of-the-statey-seeking

to-batance-professionot-experrise—and-~pubtie-~interest--and
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acensuntebdiity INCLUDE AT LEAST ONE PERSON REPRESENTING EACH
0E__YHE _FOLLOWING: THE FINANCIAL COMMUNIIY. SHALL BUSINESSs
AGRICULTUREs ORGANIZED LABORs ANO IHE GEMERAL PUBLIC.

(3} Members must be appointed within 60 days of [the
effective date of this act] in accordance with the mamer
prescribed In 2-15-12%4.

{&) The board is designated as & quasi-judicial board
for the purposes of 2-15—-124&.

{5} The board is ailocated to the department of
commerce for admlnistrakive purposes anly as provided in
2-15-121+ The board has authority over its own personnel as
provided in [section Z28].

NEN_SECTION. Section 28. Meetings and acts of <the .
board and persomnels {1) A1 meetings of the poard are open
to the publice

(2) Al official acts of the board must be taken in a
reqular or special meeting and by a majority of the boards

{(3) A1l rules adopted by the board must be in
accordance with the Montana Ad.l&istraﬁive Procadure Acte.

(4) The board may employ an administrators who shall
have general responsibility for the selection and management
of the board*s staff and direction of its activities. The
admini strator serves at the pleasure of the boarde

{5) The board méy prescribe the duties and annual

satary for professional staff positions.
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section 29« Section 20-6+~104y MCAe is amended to reaq:

"90-6-104%. General powers of the boards The board may:

{1} sue and be sued;

{2) have a seal;

{3) adopt all procedural and substantive rules
necessary for the administration of this partsy including
rules concerning its mortgages constructions and temporary
lending programs;

.f#) make contractsy agreementss and other instruments
necessary or convenient for the exercise of its powers under
this part;

{5} enter into agreements or cher transactions with
any federaly, statey, or local governmental agencys any
personse and any domestic or foreign partnerships
corporationy associations or organization in carrying out
this oarts

(6) enter into agreements wunder its rules with
SPONSOrssy mortgagorsy or lending institutions for the
purpose of regulating the analysisy plannings developmenty
and management of housing developments financed in whole or
in part by the proceeds of its 1loans or securities and
mortgaga purchase programs;

{7} enter into agreements or other traansactions withe

- and accept grants-and the cooperation ofs any governmental

agency. in furtherance of this parte including but not
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limitzd to the developwenty leasings maintenancaey operations
and financing of any housing development;

(8) accept servicesy approprlationsy giftsey grantse
bequestsy and devises and ‘utilize or dispose of them in
carrying out this part;

(?) acquire rea) or personal property or any righty

interasty Or ecasement therein by gifts purchases transfers

. foreckasurey leases or otherwise; holds sells assigns leases

encumbare mortgagey, or otherwise dispose thereof; holdy
selly assignes or otherwlise dispose of any mortgage or loan

owned by it or in {ts control or custody; release or

relinjuish any righty titley claime interest, easementy or
demands however acquired, including any equity or right of
redemption; do any of the foregoing by public or private
saley with or without public biddingi commence any action to
protect or enforce any right confervred upon it by any laws
mortgagesy contracﬁg or other agreement; bid for and purchase
property at any foreclosure or other sale or acquire or take
possession of it In lieu of foreclosure; and operates
manages leasey dispose ofy and otherwise deal with such
property in any manner necessary or desirable to protect its
interests and the holders of its bonds or notes and
consistent with any agreement with such holders;:

(10) service and contract and pay for the servicing of

Toanss
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{d) such other matters a? the board considers
pecessary or desirable.

NEM_SECYIONs Sectiton 20« Pledge of the states 1In
accordance with the constitutions of the United States and
thae state of Montanas the state pledges that it wiIl not in
any way impair the obligations of any agreement between the
board and the holYders of _notes and bonds issued by the
boardy including but not limited to an agreement to
administer a lcan pfogran financed by the issuance of bonds
and tc emaploy a staff sufficient and competent for this
purposee.

NEM_SECIIOQN. Section 21. Credit of state not pledged.
Obligations issued under the provisions of ([sections 1
through 26] do not constitute a debty liabilitys obligationy
or pledge of the faith and credit of the state but are
payable solely from the revenues or assets of the boarde An
obligation Issued under this part must contain on the face
theresf a statement to the effect that the state of Montana
is not liable on the obligatione the obligation is not a
debt of the state, and neither the faith and credit nor the
taxing power of the state Is pledged to the payment of the
principal or interest on the obligaticne.

NEM_SELTY1ON,. Section 22 Taxatlion of projectse (1}
Notwithstanding the fact that title to a project may be in

the boards such projects are subject to taxation to the same

~25= H8 871

R S T S S I

-
(=]

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

25

HR 0871703

extents in the same manners and under the same procedures as
privately owned property in similar circumstances if such
projects are leased to or held by private Interests on both
tha assessaent date and the date the levy is made in that
yeare 5Such projects are not subject to taxation in any year
if tiey are not leased to or held by private ]nteres¥s on
both the assessment date and the date the levy is made in
that years

{2) When personal property ownsd by the board is taxed
under this section and such personal property taxes are
delinjuents levy by warrant for distraint for collection of
such delingquent taxes may be made only on personal property
against which such taxes were levied.

NEM SECTIION. Section 23a Bonds as legal investmants
(15 Bonds issued by the board wunder the provisions of
{sections 1 through 26]) are securities in which ali funds
may be legally and properly investede including capital in
the control of or belonging to: '

{a)}) public officers and public bodies of the state and
its political subdivisions}

{b) insurance companies;

(c) credit unionsy building and loan associations,
investment companiess savings bankse panking associationss
and trust companies; ‘

{d) executorss administratorss trusteesy and other
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fiducliaries; and

(2) pensiony profit-sharings and retirement fundse

{2) Bonds issued under {[sections 3 through 26) are
securities which may properly and legally be deposited with
and received by any state or municipal officer or any agency
or municipality of the state for any purpose for which the
deposit of bonds or chllgations of the state is now or way
hereafter be authorized by lawe

NEM_SECYIIQNMe Section 24 Procedure prior to financing
projectse (1) The board may finance major projects under
[sections 1 through 26] only when it finds that:

(a) the financing Is in the public Interest and is
consistent with Ieglslative purposes and findings;

(b) the financing to be provided by the beard for a
project does not exceed either $10 million or 90X of the
aﬁpraised value of the projects whichever is less;

{c) a Ffinancial institution will participate fn
financing the projects elither directly or through a 1letter

of credity ta the extent of at least 102 of the financing to

. be pryvided by the board;

{d} the financing for the project is insured or
guaranteed in whole or in part by a private governmental
insurer  or guarantores including but not limited to a
guaranty by the board pursuant to [section 17}; and

(e) adequate provisiof is made in the loan agreementy
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leasey oOr other credit arrangement regarding a project or
projects being financed to provide Ffor payment of debt
service on bonds of the board issued to finance such project
or projectss to creaté and maintain reserves therefores and
to meet all costs and expenses of issulng and servicing the
hondse

(2) In order to make the findings as described in
subsection (1){a)s a hearing must be conducted in the
follosing manner:

{a} the city or county in which the project will be
located shall be notifieds and within 14 days amust advise
the board if it elects to conduct the hearing; or

{b) If no request for a local hearing is recaived, the
board may hold tha hearing at a time and place it
prescribese

(3) 1If the hearing required by subsection (2) is
conducted by a local governments the governing body of the
local government must notify the board of its determination
of uﬁether the project is in the public interest within 14
days of the completion of the public hearings

{4) MWhen a hearing is required either Jlocally or at
tha state level, notice must be givens at lTeast once a week
for 3 weeks prior to the date set for the hearings by
publication in a newspaper of geaeral circulation in the

city or county where the hearing will be helds The notice
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{11) provide general technical services in the
analysisy planninge desiqgn» processingy constructions
rehabilitations and management of housing developmants for
persans and families of lower income where these services
are not otherwise available;

(li: provide general consultative services to housing
developments for persons and families of lower income and
the residents thereof with respect to counseling and
tralning is managements home ownerships and wmaintenance
where these services are not otherwise available;

(13) invest any funds not reguired for immediate uscs

subject to any agreements with its bongholders and

‘noteholdersy as provided in Title 17y chapter 6+ except all

investment income from funds of the board lessltne cost for
investaent as prescribed by law shall be deposited in the
housing fFinance account;

{(14) sell its Toans or securities to the federal
national mortgage association or any other agency or
instruaentality of the United States and invest in the

capital stock issued by the association or other agency or

instrunentality to the extent, if any: required as a

condition of such sale;
(15) consenty whenever it deems it necessary or
dasiraple in fulfilling its purposesy to the modification of

the rate of interesty, time, and payment of any Installment
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of principal or interests securityy or.any other tera of any
contracty mortgages mortgage YToany mortgage loan commitments
construction loans advance cont}act,. or agreement of any
kindy suabject Vto any agreament with bondholders and
notehntders;

{16) collect reasonable interesty feesy and charges in
connestion with waking and servicing its Joanss notess
bondss commitmentss and other evidences of indebtednegs and
in connection with providing technicals consultatives and
project assistance services. Interest fees and charges shall
be limited to the amounts required to pay the costs of the
boards iIncluding operating and administrative expenses and
reasotable allowances for l1osses which may be incurred.

{17} procure insurance against any loss in connection
with its mortgages and mortgage loans and other assets of
property in amcunts and from insurers as the bhoard considers
desirable or necessary;

{18) act as agent for governmental agencieg concerning
acguisitiony constructions leasingy operafiuno or management
of a housing development;

(19) issue notes and bonds and replace 1oste destroyeds
or mutilated notes and bonds; end

(20) develop special pragrams for housing developments
for veterans of the armed forces of the United States who

are unable to acquire safe and sanitary housing through
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lending institutions by conventional meansi_aod

teli lend _saney .ta._the sconomic development board.to
establish the Moptapa econopic. .davelopmeni_ guaraanty.._fuod
created.by Lsection_l8].*

MEM_SECIION. Section 30. Severabilitys If a part of
this act Is invalidy all valid parts that are ssaverable frow
the invalid part remajn in effecte 1IFf a part of this act Is
invalid in one or more of its applicationss the part remains
in effect in all valid applications that are severable from
the invalid applicationsa

MEM_SECTIOQN. Section 31. Effective dates This act is
effective on passage and approvale

NEH _SECTIONs Section 32 fCoordination instructione
Housa Bily 871 as amended by the legislature is nearly
identical to House Bill 700 except for the provisions
relating to the financing of major projectss If both House
Bil} 871 and House Bill 700 are passed and approvn&: the
code commissioner shall not codify both bills in their
entiratys but shall only codify those parts of House ‘Bll1
871 that differ from the companion parfs of House Bill TO00e

-End~-
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March 24, 1983

SENATE STANDING COMMITTEE REPORT
(Business and Industry)

That House Bill No. 871 be amended as follows:

1. Page 2, line 8.
Following: Line 7.
Insert: " (5) "Local government" means the city in which the project
is located, if the project is located within an incorporated
municipality, or the county if the project is located within
the county but outside the boundaries of an incorporated
municipality.
(6) "Major project" means a project whose cost or
appraised value exceeds $800,000."
Renumber: subsequent subsections.

2. Page 15, line 21.

Following: "to"
Strike: "complement"
Insert: "implement"

3., Page 15, line 22,
Following: "26]."

Strike: remainder of line 22 through line 6 on page 16 in their
entirety.

4, Page 27, line 16.
Following: Line 15.
Insert: "cost or"

5. Page 27, line 18,
Following: "project"
Insert: "if the cost or appraised value is less than $1 million"

6. Page 27, line 20.

Following: "board"

Insert: ", provided however that participation by a financial
institution in projects of over $1 million is at the discretion
of the board"

7. Page 27, line 22.
Following: ‘"private"
Insert: "or"

8. Page 30, line 1.

Following: "accountabitiey"

Strike: remainder of line 1 through "PUBLIC" on line 3.

Insert: "be broadly representative of the state, seeking to balance
professional expertise and public interest and accountability"”



&#8th Legislature HB 871
1 STATEMENT OF INTENT

2 HOUSE BILL 871

3 House Economic Development Committee

I

5 4 statement of intent is required for House Bill 871
& becausa it provides vrulemaking authority for the Montana
T econonic development board in Section 21 of the bill.

8 It is the intention of the legislature that in
9 implementing the rulemaking provisions of the bills the
i0 board 4il1l examine the procedures used in other states to
11 take advantage of proven methods of soliciting and reviewing
12 applications for loanse It is further the intention of the
13 legislature that the board will maintain close contact and
14 solicit the opninions of the investment businesses in Montana
15 and the financial institutions of the states It is further
16 the intention of the legislature that in the examination of
17 the rules provided for assessment of a collection of fees in
14 connection with its programses the board shall make a
19 concerted effort to consider not only the needs of the
20 boards but the needs of the potential borrowers of the state
21 and the general need for capital investment In Montana.
27 Where possibliey the board shall use proven wmethods of
23 operation which have been provided through the exverience of
24 ather boards in the state and the experience of ather
25 statess The rules should also provide for a local hearing to

1

2

HB BT71

be hetd to determine whether a proposed project is in the

public interest.

-

REFEREWNCE BILL

H3 %’I'



48th Legislature

-

-]

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

2%

HB 08T1/04

HOUSE BILL NO. 871
INTRODUCED BY- FAGGe HANNAH
BY REQUEST OF THE SELECT

COMMITTEE ON ECONODMIC DEVELOPMENT

A BIL. FOR AN ACT ENTITLED: ®aN ACT CREATING AN ECONOMIC

DEVELIPMENT AYFHORETY BOABD: CREATING AN ECONDHIC
DEVELIPMENT GUARANTY FUND; PROVIDING FOR THE ISSUANCE OF

BONDS TO FINANCE PROJECTS; DESIGNATING TYPES OF PRUOJECTS TO
BE FUNDED; CREATING ACCOUNTS NECESSARY FOR CARRYING OUT THE
PROGRAM; AND PROVIDING RULENAKING AUTHORITYZ _AMENQING

AELILON . 20262105+ BCA."

BE IT ENACYED 8BY THE LEGISLATURE OF THE STATE OF MONTANA:
{Refer to Introduced 2i11)
Stri ke everything after the enacting clause and insert:
SEM_SECTIDNa. Section 1. Definitionse As used in
[sections I through 26}y unless the context requires
otherwisey the following definitions apply:
(1} YBoard™ means the Montana economic development
board created in [section 27]s
(2) "Bond™ wmeans any bondy notey debentureay interim
certificates or other evidenca of financial indebtedness
issued by the board pursuant to [sections 1 through 26].

{3) “"Department® means the department of commerce
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provided for in 2-15-1801.

(4) ™“Financial institution® mpeans any banks savings
and loan associations credit unions development credit
corporationy insurance companyy investment companys trust
companys savings institutions or other financlal institution
approved by the board and maintaining an office In the
state.

(3} -2LOCAL. GOYERNMENT™ MEANS THE CXIY _IN WwHICH THE
BROJECY IS _AOCATERs TF THE PROJECY 1S JOCATED WITHIN AN
INCORPORAYED MUNICIPALLIIYa OR_JHE _COUNIY IF THE PROJECT IS
LOCATEQ. MITHIN . THE COUNTY BUT OQUTSIDE IHE BOUNDARIES OF AN
INCORPORAYED MUNICIPALIIYa

£6)1 _“MAJOR_PROJECI® MEANS _A__PROJECT _WHOSE _COST._OR

~ ABERALSED_¥ALUE_EXCEEDS 800,000,

45¥L1I} *"Project® means a project as defined in
90-5-1Gle

t6+L{B) “Project costs™ means the costs of acquiring or
improving any projects including the following:

ta) the actual cost of acquiring or Improving real
estate for any project;

{b) the actual cost of ctonstruction of all or any part
of a projecte including architects! and engineers® fees;

{c) all expenses in connectiom with the authorizations
sales and issuance of the bands to finance such acquisition

or faorovement;
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{d} band reserves and premiums for insurance or
guaranty of loan payments or lease rentals pledged to pay
the bondsi and

() the interast on such bonds for a reasonable time
prior to comstructione during construction, and not
exceeding 6 months after coempletion of construction.

MEH _SECIION. Saction 2. FPowers of tha boards The
board may:

1) sus and be sued}

{2} have a seal;

{3} adopt all procedural and substantive rules
necessary Tor the adminl stration of {sections 1 through 26];

(4) make contractsy agreements. and other Iinstrumants
necessary or conveniant for the exerclse of its powers under
[sections 1 through 24);

(5) invest any funds not required for immediate use,
as the beoard considers appropriates subject to any
agreements with its bondholders and noteholders;.

(6) arrange fTor 1lines of credit from and enter into
participation agreements with any financial institution;

{7) {ssve bonds for the purpose of defraying the cost
of acquiring or improving any praoject or projects and

securing the payseat of the bends as provided in [Sections 1

through 261 . Y

(8) enter into agreements or other transactions with
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and accept grants and the cooperation of any governaental
agency in furtherance of [sections 1 through 26];

(9) selly purchase, or insure lcans to Finance the
costs of projects;

(10} accept servicesy appropriationss giftss grants,
bequestss and devises and utilize or dispose of them in
carrying outrtsections 1 through 26};

{11) enter into agreements or other transactions with a
federal agencys an agency or instrumentality of the states a
municipalitys a private organizations or any other entity or
organization in carrying out [sections 1 through 26];

{12) with regard to property:

{a) acquire resl or personal property or any rights
interssty or Pasement therein by gifte purchasey transfery
foreclosurey Toasey oﬁ otherwises

{(b) holdy sally assigne leasey encumbers mortgages or
otherwise dispose of such property;

{€) holds selly assigns or otherwise dispose of anay
leases  mortgagey or loan owned by it or In its comtrol or
custody;

(d) release or relinquish any rights titler claime
interesty easementy or demand, however acquireds including
any egquity or right of redemptioni

(e} make any disposition by public or private sales

with or without public bidaing;

- HB 671



10
11
12
13
14
1s
16
17
‘18
19
20
21
22
23
24
25

HE 0871/04

{(f) commence any actiaon to protect or enforce any
right confarred upon It by any laws mortgagay contracts or
other agreement

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

(h} operater manage,y leasey dispose ofy and otherwise
deal with such property in any mamner necessary or desirable
to protect its interests or the holders of its bonds or
notess provided such action is consistent with any agreeaent
with such holders;

{13} services contracty and pay for the servicing of
loanss

(14) provide financial analysis and technical
assistance where considered appropriate;

(l5) consenty whenever it considers necessary or
desirable in fulflillijng its purpases: to the sodification of
the rata of interests timey and payment of any installment
of principaly interesty securityy or any other term of any
contracts lease agreements loan agreementy mortgages
martgage loans mortgage loan commitments construction loane
advance contracts or agreement of any kindy subject to any
agreeaent with bondholders and noteholders;

{16} collect reasonable interestsy feesy and charges in

connection with making and servicing its lease agreementsy
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toan agreementses mortgage loanss notess bonds, co.aitaents;
and osther evidences of indebtedness. Interesty feesy and
chargyas are limited to the amounts required to pay the costs
of the boardy Including operafing and administrative
expenses and reasonable allowances for loszes that may be
incurrede

(1T) procure insurance or guaranties in amounts and in
the form the board considers desirable or pecessarys from
any party. including a8 governeental agencys against any loss
in connection with its lease agreementss Jloan agreements,
mortgage loanss and other assets or property; and

(18) perform any other acts necessary and convenient to
carry out the purposes of the board and [sections 1 through
26 ]e

SEM_SECTION. Section 3. Financing programs of the
boarde {1) The board may:

(a) invest iny purchase or make Vco-litments to
purchasey and take assignment from financial institutions of
notese mortgagasy loan agreementss+ and other securities
evidencing loans for the acquisitians constructions
reconstructions or improvement of projects Jlocated in the
states under terwms and conditions determined by the board;

{o) acquirey by constructicony purchases devisey gifty
leasoy or any combination of wmethodss from financial

institutionss projects Yocated in the state and lease such

6= HB 8T1
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projects to others for such rentals and upon such terms and
condit ions as determined by the board; or

{¢) wmake loans to financial institutions, under terms
and condltions deterwmined by the boards requiring the
proceeds to be used by the financial institution for the
purpase of financing the acquisitions constructiony
reconstructions or improvement of projects Jocated in the
states

t2) The board wmay not operate any project as a
businezss or in any other manner except as the lessor thereof
or as may be necessary for a temporary period through the
enfor-ement of its rights under a leasey loan agreements or
other security agreemsent.

NEM SELTIONs. Section 4. Bonds and notes for major
projectss (1} The board wmay by resolution issue negotiabile
notes and bonds In a principal amount as the board
deterrines necessary te provide sufficient funds for
achieving any of its purposess inciuding the paysent of
interest on notes and bonds of the boards establishment of
reserves to secure the notes and bondses including the
reserve funds created under {section 13]s and al) other
expenditures of the board inclidenat to and necessary of
convenient to carry out [sections 1 through 26}.

{2) The board wmay by resolutions from time to time,

issue notes to renew notas and bonds or to pay notess
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incfu1ing interests and whenever 1t considers refunding
expedi anty refund any bonds by the issuance of new bondss
whather or not the bonds to be refunded have maturedy or
issue bonds partly to refund bonds outstanding and partly
For aary of its other purposeses

(3} Except as otherwi se expressly provided by
resolution of the boardes every issue of its bonds is an
obligation of the board payable out of any revenues assetss
or money of the boards subject only Lo agreements with the
holders of particular notes or bonds pledging particular
revenuess assatsy or money.

(4#) The notes and bonds shall be authorized by
resolutions of the board, bear a datee and mature at the
times the resolutions provides A note may not mature more
than 5 years from ‘the date of its issues A bond may not
matur2 more than 40 years from the date of its issues The
bonds may be issued as serial bonds payable in annual
instal Imentss as term bondsy Or as a combination therecfe.
The notes and bonds shall bear interest at a stated rate or
rates or at a rate or rate determination as stateds be in
denomi nationss be in a formy either coupon Or registereds
carry registration privilegesy be executed in 3 wmanners be
payable in a medium of payments at places inside or outside
the statey and be subject to terms of redemption as provided

in resolutionse The notes and bonds of the board may be sold
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at public or private saley at prices above or below pary as
detersined by the board, and in a manner such that interest
on the bonds is elther exempt from or subject to federal
income taxs

"{5) The bonds issued under {sections 1 through 26} are
exempt from the Montana Securities Acty but copies of all
prospectus and disclosure documents must be deposited with
the state securities commissioner for public inspections

{6) The total amount of bonds outstanding at any one
time for major projects, except bonds as to which the
board®s obligations have been satisfied and discharged by
refunding or bonds for which reserves for paf-ent or other
means of payment have been providedy may not exceed $50
millione

NEH_SECLIQNa Section 5. Bond anticipation notes --
issuance —— payment of principal and intereste {1} The board
mays pending the issuance of bondse issue temporary notés in
anticipation of the proceeds to be derived from the sale of
the bondse The notes shall be designated as “bond
anticipation notes"™s The proceeds of the sale of the bond
anticipation notes must be used only for the purpose for
which the proceeds of the bonds could pe usedy including
costs of issuancee 1Ife prior to the issuance of the bondsy
it becomes necessary to redeem outstanding notes, additional

bond anticipation notes may be issued to redeem the
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outstanding notess No renewal! of any note may be issued
after the sale of bonds in anticipation of which the

original notes were issued,

{2) Bond anticipation notes or other short-term
evidences of indebtedness wmaturing not more than 3 years
after the date of issue may be issued from time to time as
the proceads thereof are needede The notes must be
author i zed by the board and must have such terms and details
as may be provided by resclution of the boarde. However, each
resoiutlon of the board authorizing notes must:

{a} describe the need for the proceeds of the notes to
be issuwed: and

tb) specify the principal amount of +the notes or
maximum principal amount of the notaes which wmay be
outstanding at any one times the rate or rates of interest
or maximum rate of Interest or interest rate formula (to be
detarmined in the wmanmner specified in the resoclution
authorizing the notes to be incurred through the issuance of
such notes)y and the maturity date or maximum maturity date
of th2 notes.

{3) Subject to the Jlimitations contained in this
section and the standards and timitations prescribed in the
authorizing resnolutiony the board in its discretion may
provide for the notes described in subsection (2) to be

issued and solds in whole or in party from time to timees The
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board may delegate to the administrator of the board the
power to determine the time or times of sales the manner of
saley the amountss the aatufities. the rate or rates of
intersty and such other terms and details of the notes as
considarad appropriate by the board or the administrator in
the event of such delegatione The bodrd in its discretion
but subject to the limitations contained in this section may
also provide in the resolution authorizing the issuance of
notes for:

‘{a) the employment of one or more persons or firms to
assist the board in the sale of the notes;

{t) the appointment of one or more banks or trust
coapanieSq.elther inside or outside the state of Montanay as
depository for safekeeping and as agent for the delivery and
payment of the notes;

(c) the refunding of the notes from time to times
without further action by the boards unless and until the
board revokes such authority to refund; and

(d} such other terms and conditions as the board
considers appropriate.

(%) 1In connection with the issuance and sale of notes
as provided in this sectiony the board wmay arrange for lines
of credit with any banks firmes or person for the purpose of
providing an addltional source of repayment for notes issued

pursuant to this sections Amounts drawn on such lines of
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credit may be evlﬁeuced bf negotiable or nonnegotiable notes
or other evidences of indebtednesss containing such terms
and conditions as the board may authorize in the resolution
approving the samee

NEM_SECTIIOH. Section 6« Provislons of bond
resolutions. A resolution authorizing notes or bonds or any
issu¢ thereof may contain provisionse which must be a part
of th2 contract or contracts with the holders thereof, as
tos:

(§3) pledging all or any part of the revenue or
proper ty of the board to Secure the payment of the notes or
bonds or of any issue thereofs subject to exlisting
agreements with noteholders or bondhelders;

(2) pleaging all or any part of the assets of the
boardy including tease agreementsey 1oan agQreamentsy
mortgagesy and ohligafions securing themy to secure the
payment of the notes of bonds or of any issue thereofs

subject to existing with noteholders or

agreements
bondh> lders;

{3) the use and disposition of the gross income from
lease agrnonants'lloaﬂ agreewentss and mortgages owned by
the Soardy and the payment of the principal of mortgages
owned by the boardj;

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

the hands of trusteess paying agentsy and other dapositorigs/!
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and the regulation and disposition thereof;

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

(6} limitations on the issuance of additional notes or
bondsy the terms upon which additional notes or bonds may be
issued and secured, and the refunding of outstanding notes
or bonds;

(T} the procedurey If anye by which the terms of any
contract with noteholders or bondhotders may be amended or
abrogateds the amount of notes or bonds the holders of which
shall consent theretos and the manner in which such consent
may b2 given;

{8} a commitment to employ adequate and competent
persoyns]l at reasonable compensationi to set salariess feess
and charges as may be determined by the board in conjunction
with the department; and te maintain suitable facilities and
services for the purpose of carrying out its programs;

(9) vesting in a trustee such propertyy rightse
powersy and duties in trust as the authority determines to
be necessary;

{10} defining the acts or omissions that shall
consti tute a default in the obligations and duties of the

board to the holders of the notes or bonds and providing for
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the rights and remedies of the holders of the notes or honds
in the event of such defaulty including as a matter of right
the appointment of a3 recelver; and

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

NEW _SECTIONe. Section 7. Personal Viabilitys The board
and employees 0f the department are not personally liable or
accountable by reason of the issuapnce of or on any bond or
note issued by the board.

SEM_SECIIONa Section 8. Purchase of notes and bonds
- cancellatione The board mays Subject to existing
agreements with noteholders or bondholiders and out of any
funds available for that purposes purchase notes or bonds of
the boards which shall then be canceledy a3t a grice not
exceeding:

{1} the current raedemption price plus accrued interest
to the next intarest payment if the notes or bonds are then
redeemable; or

(2) the redemption price appYicable on the first date
after the purchase on which the notes or bonds becose
subject to redemptions plus accrued interest to that datey
if th2 notes or bonds are not then redeemable.

YEad_SECTII0NS Section 9. Trust indenturee (1) 1In the

discretion of the boards the bands may be secured by a trust
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indenture between the board and a corporaie trustees which
may be a trust company or bank having the power of a trust
companyy either inside or outside the states A trust
indenture may contain provisions for protecting and
enforcing bondhcl ders* rights and remedies that are
reasonables properr and not in violation of 1lawy including
covenants setting forth the Jduties of the authority in
relation to the exercise of its powers and the custodyy
safeguardings and application of all money. The authority
may provide by a trust indenture for the payment of the
proceeds of the bonds and revenues to the trustee under the
trust indenture of another depository and for the method of
disbursement, with the safeguards and restrictions it
considers necessary.

{2) A1l expenditures incurred in carrying out a trust
indentura wmay be treated as part of the oparating expenses
of the board.

NEW _RSECLTIUM, Section 10. Negotiability of bonds .
Notes and bonds issued by the board are negotiable
instruments under the Uniform Coamercial Coda, subject only
to the provisions for registration of notes and bondse

MEW_SECIION. Section ll. Signatures of board memberse
If board maembers whose signatures appaar on notess bondss Or
coupons cease to be members before the delivary of the notes

or bondsy their signaturas shall pnevertheless be valid and
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sufficient for all purposes the same as if the weabers had
remained in office until delivery.

MEM_SELIIQNe Section l12. Accountss The board may
create funds and accounts necessary to cemprement [MPLEMENT
[sections 1 through 26]e Fhe-—funde-ond-aceounts-mey-+nchudes

t1f-—a--bond-prececdi-fund—into~whirch-sand-proceecds—-are
deposs tedt

t24--a-common-bond-fund-consiasting-ofe

tay--as-commen—-debt-service—accounts

to)-—a-ctpited ~reserve-acetumt-as-provided-in--fssetion
#514-ond '

tef--an-operating-acecount-for-defraying-the-operational
costy-of-the-boardy-end

t3¥-—other-funds-or-accountss

HEW_SECTION. Section l3. Reserve funds and
appropriationss (1) The board may establish a capital
reserve account and pay into It any:

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

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

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

t2) Al funds held in the capital reserve account must
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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
bondssy tha purchase or redemption of the bondss the payment
of interest on the bondss or the payment of any redemption
premium required to be paid when the bonds are redeemed
Jrior to maturitye Funds in the account may not be withdrawn
at apy time in an amount that reduces the account to an
amount less than the sum of wminispum capital reserve
requirements established in the resolutions or indentures of
the board for the account excepty with respect to bonas
secured in whole or in part by the accounty for the purpose
of making payments when dues of principals interast,
redemotion premiuvass and sinking fund payments for the
payment of which other woney pledged is not availables. Any
income or interest earnad by or incremental to the capital
reserve account due to its Investwent may be transferred to
other accounts of the board to an extent that does not
reduce the amount of the capital reserve account belos the
sum of wminimum capita) reserve requirements for the accounto

NEW _SECIIQHs. Section 14. Maintenance of capital
reserye accounte (1} In order to assure the maintenance of
the capital reserve accounty the chairman of the board
shaltly on or before September 1 in each year preceding the

convening of the 1leglislatures deliver to the governor a
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certificate stating the sume If anys required to restore the
capital reserve account to the nminimum capital reserve
requiremants The governor shall include in the executive
budget submitted to the Ingi:lafure the sum required to
restore the capital reserve account to the sum of minimum
capital reserve requirement. All sums appropriated by the
Teglislature shall be deposited in the capital reserve
accounte

{21 A1l amounts appropriated to the board under this
section ﬁonstltnte advances to the hoard ands subject to the
rights of the holders of any bonds or notas of the boarde
must be repaid to the state general fund without interest
from available operating revenues of the hoard in excess of
amounts required for the payment of hondss notese or other
obligations of the boards for maintenance of the capital
reserve accounts and for cperating expenses.

NEM_SECIIONs Section 15%. Refunding obligationse The
board may provide for the issuance of refunding obligations
for refunding any obligatlons then outstanaing that bhave
heen issuvad wunder ([sections 1 through 26}y including the
payment of any redemption of the obligationse The issuanée
of obligations, the maturities and other detailss the rights
of the holdersy and the rightss duties, and obligations of
the authority are governed by the appropriate provisions af

[sections 1 through 261 that relate to the issuance of
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obligationse The proceeds of refunding obligations @may be
appli=d to the purchases redemptiony or payment of
outstanding obligations. Pending the apilication of the
proceeds of refunding obligations and other available funds
to the payment of oprincipals ‘accrued interestss and any
redesdtion premium on the obligations being refunded ande if
permitted in the resolution authorizing the issuance of the
refunding obligations or in the trust agreement securing
thess to the payment of interest on refunding obligations
and expenses in coanection with refundingy the proceeds may
be invested in such securities 3§ the board considers
appropriates

NEW_SECTIQNa Section 16« Tax exemption of bondse.
Bondss notesy or other obligations issued by the board under
{sections 1 through 26] and thelir 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 states except for inheritance,
estates and gift taxese The board is not required to pay
recording or transfer fees or taxes on instruments recorded
by ite

MEW_SECTIONa Section 17. Project quaranty programe
{1) The board may dJuarantee and make commitments to
guarantee payment required by a loans leases Or other credit

arrangement for any project funded under f[sections 1 through
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26] or under 90-5-101 through 90-5-112¢ upon such terms and
conditionslas the board may prestribe in accordance with
{sections I through 26}« In adwinistering the guaranty
programs the board may require the payment of a fee or
pramiums establish application feesy and prescribe
applications notificationy contract and guaranty formsy
rulesy regulationse and guwidelines.

(2) Guaranties by the board under [sections 1 through
26] must:

{a) be made for a project which the board finds meets
the policies and objectives of [sectiens 1 through 26};

(b} be made to an applicant for a guaranty approved by
the board;

{c} contain amortization provisions satisfactory to
the hoards and

(d) be in such principal amounty be in such forme and
contain such terms and provisions with respeét to payment of
property insurances repairse alterationse taxessy
assessmentsy delinquency chargesy and default remedies as
the board determines to be necessary.

{3)] The noard is authorized from time to time to enter
into guarantiess insurance contractse or any other
agreenents or contracts with respect to the economic
development guaranty fund and any guaranteed loan lease or

other credit agreement. Any such agreement or contract way
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contain terms and provisions necessary or desirable in
connection with the guaranty programe subject to the
requirements establisheds including without Timitation terms
and provisions relating to loan documentations raviews
approval proceduressy origination and servicing rights and

responsibilities, default obligationsy procedures and

obligationsy and obligations with respect to guaranty

contracts made under {sections 1 through 26}.

{4} Any contract of guaranty made by the board under
the authorization of [sections 1 thwough 26] must provide
that claims payable thereunder must be paid from any amounts
available in the economic development gquaranty fund and from
any amounts available wunder the terms of any applicable
contract or agreement with the financial Institution which
originated the guaranteed 1oane. The obligation of the board
to make payments under any such contract is limited solely
to such sources and does not constitute a debt or liabllity
of the states Any gJuaranty contract and any rules
regulationy or guideline of the board implementing the
guaraity program may contain such other terms, provisionss
or conditions as the board considers necessary or
approariates including without limitation those relating to
the sayment of guaranty premiumss the giving of notlices
claim procedures the scurces of payment for claimsy the

priority of competing claims for payments the release or
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termination of loan security and borrower Tliabllityy the
timing of payments the malintenance and disposition of
projects and the use of amounts received during periods of
loan delingquency or upon defaults and any other provision
concer ning the rights of insured parties or canditions to
the payment of guaranty claimse. Any preeiums for the
guarantee of loan payments under the provisions of [sections
1 thraugh 26] may be determined on such basis and be payablg
by such person in such amounts and at such times as the
board determinasy and the amcunt of the premium need not be
unifo-m among the various loansey leasesy or other credit
agreements gquaranteed.

NEW _SECIION. Section 18+ Economic development
guaranty funde (1) The board shall <create an economic
development guaranty funde The fund wmust be held by a
trustee or other fiduciary designated by +the boards. There
=must ba deposited into the fund amountss insurance feess
premiumss and such other revenues and assets as the board
considers necessary to comply with any contract or agreement
entered into by the board under [sections 1 through 26]e« The
board may borrow from and deposit in the economic
develspment quaranty fund up to $2«5 §5 wmillion from any
available state funds including funds of the HMontana board
of housings

{2) The amounts in the fund must be wused to satisfy
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any claim vresulting from a defaulted loany leasey or other
crodit agreement. The amounts in the fund may also be used
for any other purpose prescribed by the board in accordance
with Juaranty contracts with financlial institutions entered
into pursuant to [sections 1 through 26]y including without
limitation tha prngection of the Interest of the board in
projects during periods of delinquency or upon default.

{3) The wminimum reserve requirement for the economic
development guaranty fund must be such amount as may be
provided in an agreements resolutions or indenture with the
holders of baonds issued under [sections 1 through 2&6]y but
not in excess of the aggregate annual payments due under the
loanse leasesy or other credit agreements guaranteed by the
board« Mo loans leases or other credit aéicenant may be
quaranteed by the board if the amount of money avallable in
the economic development guaranty fund would be 1less than
the minimum reserve regquiremente.

{4) In order . to assure the maintenance of the economic
development guaranty fundy the chairman of the board shalls
on or before September 1 in each year preceding the
convening of the legls1atﬁre' deliver to the governor a
certificate stating the sume if anys required to restore the
economic development guaranty fund to the minimum reserve
requirements The Agévernor snall  include in the executive

budget submitted to the legislature the sum required to
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restore the economic devalopment guaranty fund to the
winimum reserve requirement.

{5) A1) amounts remitted to the board under this
section constitute loans to the board and must be repaid to
the state treasury without interest from available operating
revenues of the board in excess of amounts reguired for the
guarantee of 'oans.

SYEH_SECIIDNs Section 19« Adoption of rulese (1) The
board shall adopt rules to establish:

{a} procedures for soliciting and evaluating
applications and for notifying the local government of the
application for purposes of complying with [section 24}; and

(b) a system for eva}uating applicationsy censlidering
the following criteria:

{l) the applicant®s net worthj

(ii) the applicant®'s tralﬁlng and experience in the
industry involved in the proposed project;

(iii}) the applicant?s prospects for succeeding in the
proposed project;

{iv) the degree to which the new or increased business
resulting from the loan will meet the objectives of [section
2]; and

{v} any othar factors the board may prescribe.

{2} The board shall adopt rules for the:

{2) organizations approval, standardsy and ragulation
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of project applicants;

(b) approvals standardse and regutation of financial
institutions under [sections 1 through 26];

(c) assessmenty collections and payment of all fees
and charges in connection with wmakings purchasings and
servicing of its bonds and notess moTtgagqe Tendinge

construction Tendingy teaporary lending, and guaranty

programs; and

{d) such other matters as the board considers
necessary or desirable.

NEM_SECYIIONs Section 20. Pledge of the state. In
accordance with the constitutions of the tUnited States and
the state of Montanas the state pledges that it will not in
any 43y impair the obligations of any agreement between the
board and the holders of notes and bonds issued by the
beardy including but not limited to an aqreement to
administer a toan program financed by the issuance of bonds
and t> employ a staff sufficient and competent for this
purposes

MEM_SECIiONs Section 2ls Credit of state not pledgeds
Obligations issued under tha provisions of ([sections 1
through 26] do not constitute a debts liabilitys obligations
or pladga of the faith and credit of the state but are
payable solely from the revenues or assets of the boards An

obligation issued wunder this part must contain on the face

-Z5= HE 871
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therexf a statement toc the effect that the state of Montana
is not liable on the obligations the obligation is not a
debt of the state, and neither the faith and credit nor the
taxing power of the state is pledged to the payment of the
principal or interest on the obligatione.

NEW. SECIION. Section 22. Taxation of projectse (1)
Notwithstanding the fact that title to a project may be in
the boards such projects are subject to taxation to the same
extents in the same manner, and under the same procedures as
privately owned property in similar circumstances if such
projects are leased to or held by privéte interests on both
the assessment date and the date the levy is wmade in that
years Such projects are not subject to taxation in any year
if they are not leased to or held by private interests on
both the assessmant date and the date the levy is made in
that yeare

{2) Hhen personal property owned by the board is taxed
under thls section and such personal property taxes are
delinjuents levy by warrant for distraint for collection of
such delinguent taxes may be made only on persanal property
against which such taxes were levieds

NEW_SECTIONa. Section 23. Bonds as 1legal investmente
(1) ®fonds issued by the board under the provisions of
[sections 1 through 26] are securities in which all funds

may be legally and properly invested,y including capital in

-26~ HB B8T1
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the control of or belonging to:

(a) public officers ana public dodies of the state and
its pélitical subdivisions;

{b}) insurance companies;

fc) credit unionsy builtding and Jloan assoclationss
investment companiess savings bankss banking associationsy
and trust companiess;

{d} executorsy administratorsy trusteesy and other
flduciaries; and ‘

(e} pensions profit-sharings and retirement fundse.

{Z) Bonds Issued wunder {sections 3 through 267 are
securities which may properly and legally be deposited with
and received by any state or municipal officer or any agency
or municipality of the state for any purpose for which the
deposit of bonds or obligations of the stat; is now or may
hereafter be authorized by lawe

NEM_SECTIIONs Section 24e Procedure prior to financing
projectses (1) The board may finance major projacts under
[sections 1 through 263 only when it finds that:

{a) the financing is in the public Interest and is
consistent with legislative purposes and findings;

fb) the financing to be provided by the board for a
project does not exceed elther $10 million or 90X of the
LOSI._0Of appraised value of the projects whichever is less;

(¢c) a financial institution will participate in

-27- HB 871
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fimant ing the project 1F _IHE COST_OR_APPRALSEDR _YALUE 15 LESS
IHAN. _S1__BILLIONs either directly or through a letter of
credity to the extent of at least 10% of the financing to be
providad by the boards SROYVIDED. HOWEVERs THAY PARTICIPATION
BY_ A _EINANCIAL _IMSIITUTION XN SROJECIS.OF OYER 31 MILLION 15
AT _THE_DISCREVICHN OF THE ROARD;

{d) the financing for the project Is insured or
guaranteed in whole or in part by a private OR governmental
insurer or guarantors including but not limited to a
quarasty by the board pursuant to [section I7}; and

(e) adaquate provision is made in the 103an agreements
leasey or other credit arrangement regarding a project or
projects being financed to provide for payment of dedt
service on bonds of the board issuved to finance such project
or projectsy to create and maintain reserves therefors and
to meet all costs and expenses of issuing and servicing the
bondss

(2) 1In ordar to make the findings as described in
subsection (l){a)s a hearing must be <conducted in the
following manners

(a) the city or county in which the project will be
located shall be notifieds and within 14 days must advise
the board If it elects to conduct the hearing; or

tey if no reqﬁest for a 1ocal hearing is recaivedy the

board may hold the hearing at a time and place [} 4

28— HE 871
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prescr ibess

{3) If the Hhearing required by subsection (2) is
conductad by a local governments the governing body of the
Tocal government must notify the board of its determination
of whether the project is in the public interest within 14
days 2f the completion of the public hearinge.

(%) #hen a hearing is required elther locally or at
the state levels notice must be giveny at least once & week
for 3 4eeks prior to the date set for the hearingy by
publication in a newspaper of general circulation in the
city or county whare the hearing will be held. The notice
must include the tiwe and place of the hearing; the geperal
nature of the project; tha name of the lesseey borrowers or
usar of the project; and the estimated cost of the projecte

MEM_SECTIQN, Section 25. Validity of pledges Any
pledge made by the board is valid and binding from the time
the pledge is made. Revenuey, money, or property pledged and
received by the board s immediately subject to the lien of
the pledge without any physical delivary or further acts The
lien of any pledge Is valid and binding against all parties
haying claims of any kindy whether in torte contract, or
ctherulsey against the boards irrespective of whether such
parties have notice thereof. Neither the resolution nor any
other insteument by which a pledge is created is required to

be recordeda

-29- HS 871
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SEM_SECTION. Section 26+ Annual audite The board's
books and records must be audited at least once each fiscal
year by or at the direction of the legislative auditore The
actual costs of the audit shall be paid from the board's
fundse

SN _SECTIIGNa Section 27. Montana economic development
boarde {1} There Is a Montana economic development boarde.

{2} The board consists of seven memberss who shall be
appointed by the governor as prescribed in 2~-15-124. The
board must be-bresdiy-repreaentative-of-the--statey--seeking
to-~~-batanee~--profeszionat--enpertise—and-publie-interest-and
occoontebtivty INCEURE-AR-LEAST - ONE-RERSON-REERESENXENG=EAEH
BE-FHE-EOreOuinGs —FUE-FINANC AL - CONMUNEF ¥u-=SHREE-—BUSENESSy
AGREEHEFUREx - ORGANIZED - LADRR -~ AND-~FHE--GENERAL-PUBEEE BE
BRDADLY BERRESENTATIVE QOF IHE._ _SJIAIEs_  SEEKING _T0 BALANCE
BROEESSIONAL  EXPEEYISE. . _ANOD... PUBLIC _ INTEREST _ AND
ACLOUNTABILIIY.

(3) Members must be appointed within 60 days of (the
effective date of +this act] In accordance with the manner
prescribed in 2-15-124.

{4} The board is designated as a quasi-Judicial board
for the purposes of 2-1%5-124.

(5) The board is allocated to the department of
commerce for administrative purposes only as provided in

2-15-121« The board has authority over its own personnel as

=30~ HB B71
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provided ¢n [section 28].

NEM¥_SECIIONs Section 28 Meetings and acts of the
poard and personnets (1) A1)l meetings of the board are open
to the publice

{2}y A1l official acts of the board must be taken in a
regutar or special meeting and by a majority of the boards.

{3) A1l rules adopted by the board wmust be in
accordance with the Montana Administrative Procedure Acte

(4) The board wmay employ an administratory who shall
have general responsibility for the selection and management
of the board*s staff and direction of its activitiess The
admini strator serves at the pleasure of the board.

(S) The board may prescribe the duties and annual
salary for professional staff positionse.

Section 29« Section 90-6-104s MCAs Ig”anended to read:

*90-6-104. General powers of the boards The board may:

t1) sue and be sued; -

(2) have a sealj; —

{3) adopt all procedural and substantive rules
necessary for the administration of this party including
rules concerning its mortgages constructiony and temporary
Tending prograas;

{4) make contracts, agrecmentss and other instruments
necessary or convenient for the exercise of its powers under

this parts:
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(5) enter into agreements or other transactions with
any federal, states or 7local goveramental agencyy any
personse and any domestic or foreign partnerships
corporationy associatieny or organization in cerrying out
this varts

(&) enter into agreements under its rules with
Sponsorss mortyagorss or lending institutions for the
purpose of regulating the analysisey plannings developments
and management of housing developments financed In whole or
in part by the proceeds of its loans or securities and
mortgage purchase programs;

(T) enter inte agreements or other transactions withe
and accept grants and the cooperation ofy any governmental
agency in Ffurtherance of this party including but not
tinited to the developmentes leasings maintenances operatione
and financing of any housing development;

(8) accept servicess appropriationsy giftsy grantse
bequestse and devises and utilize or dispose of thea in
carrying out this part;

(9) acquire real or personal property or any righty
interesty or easement therein by gifts purchasey transfers
forecYosures luases or otherwise; holde selly assigns leases
encumbery mortgagey or otherwise dispose thereof; hold,
selly assigns or otherwise dispose of any mortgage or loan

owned by It or In its control of custody; ralease or

-32- HB 3871
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relinjuish any rights titlee claims interests easaments or
demand.‘houever acquireds including any equity or right of
redemption; do any of the foregoing by public or private
sales with or without public bidding; commence any action to
protect or enforce any right conferred upon it by any lawe
mortgages contracty or other agreement; bid for and purcnase
proparty at any foreclosure or other sale or acquire or take
possession of it in lieu of foreclosure; and operatey
manages leases dispose ofs and otherwise deal with such
proparty in any manner necessary or desiraAIe to protect its
interests and the holders of its bonds or notes and
consistent with any agreement with such holderss

{10) service and contract and pay for the servicing of
Toans;

{11) provide general technical serviceas . in the
analysiss plannings designy processings constructions
rehabilitations and management of housing developments for
persons and families of lower income where these services
are not otherwise available;

(12) provide general consultative services to housing
develspments for persons and families of lower income and
the residents +thereof with respect to counseling and
training in wanagementy home ownershipe and maintenance
whare these services are not otherwise available;

(13) invest any funas not required for immediate uses

~33- HB 871

L R

8 ® -

11

12

13
14
15
16
17

18

19

20
21
22
23
24

25

'HB 08T1/0%

subject to any agreements with its bondholders and
noteholdersy as provided in Title L7¢ chapter 6y except all}
investment income from funds of the board less the cost for
investment as prescribed by law shall be deposited in the
housing finance account;

(14} sell its loans or securities to the federal
national mortgaqe association or any other agency or
instrumentality of the United States and Invest in the
capital stock issued by the assoclation or other agency or
instrumentality to the extents If anyy required as a
condition of such sale; '

{15) cénsenty whenever it deems it necessary or
desirable in fulfilling its purposesy to the modification of
the rate of interesty timey, and payment of any installment
of principa) or intereste securitys Or any other term of any
contracte mortgage, mortgage loans mortgage loan commitment,
construction 1loan, advance contracts or agreeament of any
kinds subject to any agreement with bondhoplders and
notelm lders;

{16) collect reasonable interesty feesy and charges in
connecztion with making and servicing its loanssy notes,
pondss  commitmentss and other evidences of indebtedness and
in cownection With providing technicals consultatives and
project assistance services. Interest fees and charges shall

be limited to the amounts required to pay the costs af the

-yl HB 871
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boards including .operating and administrative expenses and
reasonable allowances for losses which may be incurreda

€17) procure insurance againét any 1oss in connection
with its mortgages and mortgage loans and other assets or
proparty in amounts and from insurers as the board censiders
desirable or necessary;

[1l8) act as agent for gavernmental agencies concerning
acquisitiony constructiony leasings operations or management
of a housing development;

(19) issuve notes and bonds and replace lost, destroyedsy
or mutilated notes and bonds; and '

{20) develop special programs for bousing developments
for veterans of the armaed forces of the United States who
are unable to acquire safe and sanitary housing through
Tending Institutions by conventional meansi_and

L2L) leod _money _to the econoslc dewelopment board Lo
establisb_tbe dontana _economic . development guarasty fund
created by (section 18]."

NEMW._SELII0Ns Section 30. Seve}abllity. If a part of
this act is invalide all valid parts that are severable from
the invalid part remain in effecte 1If a part of this act is
invalid in one or more of its applicationss the part remains
in effect in all valid applications that are severable from
tha Iinvalid applications.

MEM. SECTION, Section 31e Effective datee. This act is

=35- HB BTl
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effective on passage and approvals
NEM _SECYIIQNS Section 32. Coordination instructions

House Bill 871 as amended by the legislature is nearly

identi cal to House Bill 700 except for the provisions-

relating to the financing of major projectss If both House
3i1Y 871 and House Bill T00 ére passed and approveds the
code commissionar shall not codify btoth bills in their
entiraty but shall only codify those parts of House Bill 871
that differ from the companion parts of House B8il11 T0C.

-End~
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HOUSE 8JILL NO. aT1
INTRODUCED BY FAGGse HANNAH
BY REQUEST OF THE SELELT

COMMITTEE ON ECONOMIC DEVELUPMENT

A BILL FUR AN ACT ENTITLED: ™AN ACT CREATING AN E£CUNOMIC
DEVELGPMENT AUFHOREFY  DOARD;  CREATING AN ECONOMIC
DEVCLOPMENT GUARANTY FUND; PROVIDING FOR THE [SSUANCE OF
30NDS  TO FINANCE PRUJECTS; DESIGNATING TYPES OF PROJECTS TO
BF FUNDED; CREATING ACCOUNTS NECESSARY FOR CARRYING UUT  THE
PROCRAM; ANU  PROVIDING RULEMAKEING AUTHORETYZ _AMENOING
SECTION _90-0-1099 HEAY

BE YT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANAG
{tefer to Introduced Bill)
Strike everything after the enacting clause and insert:

Ned SECIIOQNe Section 1sa Definitionss As used in

L enCLions 1 throujh 26}s unless the context requiras

otnerwises the following definitions apply:

i *fsard” means the Montana economic development
onard creaxtedq in [section 27 j.

(2} ™B»ang™ means any bondy notey debentures intarim
cartificates or othar evidence of financial indentedness
1ssurd by the Doard pursuant to [sections 1 throuqgh £6].

(3) "Dzpartment™ means the department of commerce
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provided for in 2-15-180l.

{4) ™Financial institution™ means any banky savings
and loan associationy credit uaiony development <credit
corporationy insurance companys investment companys trust
companye savings institutions or other financial institution
approved by the board and maintaining an office in the
statea

L91__"LOCAL GCOYERNMENT® MEANS THE CITY _IN _HHILH _THE
PRUIECT XS ¢ OCAVFDas IF THE PRUJECT ¥5 LOCATED WITHIN AN
IMCORPORATED MUNICIPALITY. OR_JHE COUNTY IF YHE PROJECT IS
LOCATED _WITHIN THE COUNTY SUT QUTSIQE THE BOUNDARIES OF AN
INCORPORATED MUNECIPALITY.

{6)__"MAJOR PROJECT™ MEANS A PROJECT _WHOSRE QST QR
APPRALISEQ YALUE EXCEEDS $8004000,

+54(T) "Project™ means a project as defined in
90~-5-1G1.

t6¥{8) "Project costs™ means the costs of acquiring or
improving any projecty including the following:

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

{o0) the actual costk 6f construction of all or any part
3F 3 orojecty including architects® and enginears® feas;

(c) all 2xpenses in connection with the authorizations
salta, and issdance of the honds to finance such acquisitian

ar improvemant;

~2- HB 371
REFERENCE BILL: Includes Free Joint

Conference Committee Report
Dated Y=20- 'S
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{d) bond reserves and premiums for insurance ur
gyuaranty of loan payments or lease rentals pledged to pay
th: bonds3 and

{2) the interest on such bonds for a reasonable timne
prinr to constructjions during constructiens ard not
axceaeding & wonths after completion of constructions

NEW SECTIJNa Section 2, Powers of the oboarda The
peoard may:

{1) - sua and be sued;

{2y have a seal;

{3) adopt all procedural and substantive rules
necassary for the administration of [sections I through 26};

{4#) wmake contraciSes agreementss and cther instruments
necessary or convenient for the exercise of its powers under
isactions 1 through 26];

{5) invest any funds not required for imaediate uses
3 the board considers appropriates sub ject to any
agreements with its bondholders and noteholderss

' {6} arranée for Jlines of credit from and enter into
participation aqgreements with any financial institution;

(T) issue bonds for the purpose of defraying the cost
of acquiring or improving any project or projects and
securing the payment of the bonds as provided in [sections 1
thraugh 26}

{3) enter inte agreements or other transactions with

-3- HR 871
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and Accept grants aad the cooperation of any governaental
agrncy in furtherance of [sections 1 through 26};

(9) sell, purchasey or insure loans to finance the
costs of projects;

{10) accept servicesy appropriationss yiftss grantse
beguestsy and devises and utilize or dispose of them in
carrying out [sections 1 through 261];

(11} enter into agreements or other transactions with a
federal agency, an agency or instrumentality of the states a
municipality, a private organizations, or any other entity or
organization in carrying out {sections 1 through 26);

(12) with regard to property:

(2) acquire real or personal property or any rights
intaresty or easement therein by gifts purchases transfers
forzclosures leasey or ctherwise;

(b) holds sells assigns leases encumbery moOrtgages or
othzrwise dispose of such property;

{c) holds sells assignes or otherwise dispose of any
leasey mortgages or loan owned by it or in its control or
custody;

{d} release or relinquish any rights titles claime
interasty easementy or demands however acquireds including
any equity or right of redemptions;

(2) make any disposition by public or private ;aiev

wiith or without punlic bidding;

. HB 871
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(f) commence any action to protect or enforce any
right conferred upon it by any lawp mortgagey contracts or
otner agreements;

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

(1) operates manages leases dispose ofy and otherwise
deal with such property in any manner necessary or desirable
to protect its interests or the holders of its bonds or
notzsy provided such action is consistent with any agreement
with such holders;

(L3) servicey contracty and pay for the secvicing of
loaass

{L4) provide financial analysis and technical
assistance where considered apprupriate;

{15} consenty whenever it considers necessary ar
desirable in Fulfilling its purposess to the modification of
thi rate of interest, timey and payment of any instaliment
of arincipals interesty securitys or any other term of aay
contracty lease aqreemaents loan ayreements mortgages
inrt jage loany mortgane loan commitments construction loany
advance contracts or agreement of any kinde sSubject to any
agreement with hondholders and noteholders;

{L6} collect reasonable interesty feesy and charges in

contection with making and servicing its ledse ayreementss
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1oan agreements, mortqgage loanss notess bondss commitmentsy
and  other gvidences of indebtedness. 1Interests feese and
charges are limited to the amounts required te pay the costs
of the boards including operating and administrative
expanses and reasonable allowances for losses that aay be
incarret.

{17) procure insurance or guaranties in amounts and in
the form the board considers desirable or necessarys from
any party. including a governmental agencyy against any loss

in zonnection with its lease agreementss 10an agreementss

aortgagz2 loans, and other assets or property; and

(18) perform any other acts necessary and convenient to
carry out the purposes of the board and [sectioans 1 through
26 ).

NEW SECTIJNs Serction 3. Financing programs of the
poarde (1) The board may:

{3) invest iny purchase or make commitments to
purchasey and take assignment from financial institutions of
notesy WoFEgagesy loan agreementss and other securities
avidenzing 1 aans for thw acquisitions constructiony
reconstructiony or imurovement of proj:cts located in  the
statey wunder terms and conditions determined by the board;

{b) 3scquire, by constructions purchasey devisey gifiy
Tease,s or any combination of methodsey from Financial

institutionsy projects located in the state and tease such

—f- HB B71
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projects to others for such rentals and upon such terams and
conditions as determined by the board; or

(c) wmake Toans to Financial institutionss under tarms
and conditions determined by the boards requiring the
proceads to be used by the financial institution for tne
surpose of financing the acquisitions constructions
reconstructions or imprnvemené of projects located in the
state.

(2) The board may not operate any project as a
pusiness or in any other manner except as the lessor thereof
or as may be necessary for a temporary period through tha
enforcement of its rights under a leasey l0an agreements or
other security agreemanta

HEW _SECTIONe Section Ge Bonds and notes for major
projectss (1) The board may by resolution issue negotiable
notes and bonds in a principal amount as the board
detarmines necessary to provide sufficient funds for
achieving any of its purposesy including the payment of
interest on notes and bonds of the boards establishment of
reserves ta secure the notes and bdondsy including the
reserve funds created under [section 13]s and all other
expznditures of the boar& incident to and necessary or
convenient to carry out [sSections 1 through 26].

(2] The board may by resolutiony from time to times

issue potes to renew notes and bonds or to Day notess
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including interests and whenever it considers refunding
expedienty refund any bonds by the issuance of new bondsy
whether or not the bonds to be refunded have maturedy or
issue bonds partly to refuad bonds outstanding and partly
for any of its other purposes.

{3) Exczpt as otherwise expressty srovided oy
resolution of the boards every issue of its bonds is an
uobligation of the board payable ocut of any revenuay assctsy
or money of the board. subject only to ayreements with the
helders of particuYar notes or bonds pledging particular
revenuess assetsy or money.

{4} The notes and bonds shall be authorized Dy
resolutions of the bodrds bear a dates and mature st tie
tin2s the resclutions provides A note m3ay not mature more
than 3 vyears from the date of its issues A bond may not
mature mora than 40 years from the date of its issue. The
sonds may obe issued as serial bonds payable in annual
instalimentsy as term bondsy or as a combination thereof.
The notas and bonds shall bear interest at a stated rate or
ratzs or at a rate or rate determination as stateds ve in
denominationses be in a forme either caupon ar ragisteredy
carry registration privilegess be executed in a manner, b;
sayable in a medium of paymenty at places inside or outsiue
the state, and be subject to terms of redemation as provided

in resclutionse. The notes and bonds of the board may be sold

-B- n2 871
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at nublic or private sales at prices above or pelow pare as
detzrmined by the boards and in a3 manner such that interest
on the bonds is either exempt from or subject to federal
incowe taxe

{5) The bonds issued under [sections 1 through 26] are
+xampt  From the Montana Securitizs Acty but copies of al)
prospectus anc disclosure documents must be deposited with
Lthe state securiti2s commissioner for public inspectiona

(6) The total amount of bonds outstanding at any one
time for major projectsy except bonds as to which the
board's obligations have been satisfied and discharged by
refunding or bonds for which reserves for payment or oather
means of payment have been providede may not exceed $50
million.

NEW SECIIONe Section S Bond anticipation notes —-
issuance —— payment of principa)l and intereste {1) The board
mayy pending tha issuance of bondsy issue temporary notes in
anLicipation of the préceeds to be derived from the salte of
tna bondse The notes shall be designated as "bond
.nticipation notes™. The proceeds of the sale of the bond
:aticipation notes must be used only for the purpos2 for
<hich the proceeds of the oonds could be used: including
costs of issuance. 1Ify prior to the issuance of the Dpondsy
it necomes necessary to redeem outstanling notess additional

sond anticigation notes way be issued to redeem the
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cutstanding notese No renewal of any note may be issued
aftar the sale of bonds in anticipation of which the
orijinal notes were issueds

{2) Bond anticipation notes or other short—term
evidences of indebtedness maturing not mure than 3 years
after the date of issue may be issued from time to time as
che proceeds thereof are neededs The notes must be
avthorized b} the board ond must have such terms and details
as may be provided by resolution of the board. Howevers each
resslution of the board authorizing notes must:

{a) Jdescribe the need for the proceeds of the notes to
be issuedi and

(b) specify the principal amount of the notes or
maximum principai amount of the notes which may we
outstanding at any one timees the rate or rates of interest
ar  maximum rate of interest ar interest rate formula (to be
detzrmined in the manaer specified in  the resplution
authorizing the notes to be incurred through the issuance of
such notes)y and the maturity date or maximum maturity dato
of the notese

{3) Subject to the Jlimitations contained in this
section  and the standavds and limitations orescribed in the
suthorising resolutions the bouard in its discretion may
provide for the notes described in subssctiun {2) to se

issted and s501dy in whola or in parts from time ta time. The
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board may delegate to the administrator of the board the
poser to determine the time or times of sales the manner of
salay the amountses the maturitiesy the rate or rates of
interesty and such other terms and details of the notes 4%
considered appropriate by the board or the administrator .in
the event of such delegations The board in its discretion
but subject to the limitations contained in this section may
also provide in the resolution authorizing the issuvance of
notes for:

{3) the employmant of one or wmore persons or firms. to
assist the board in the sale of the notes;

{b) the appointment of one or more banks or trust
companiesy either inside or outside the state of Montanas as
depository for safekeeping and as agent for the delivery and
payment of the notes;

{c} the refunding of the notes from time to timey
without further action by the boardy unless and until the
board revokes such authority to refund; and

(d} such other terms and conditions as the board
considers appropriate.

{4) In connection with the issuance and sale of notes
as orovided in this sections thie board may arrange for lines
of credit witn any banks firms or person for the purpose of
providing an additional scurce of repayment for notes irssued

pursuant to tnis sectione Amounts drawn on such lines of
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credit may be evidenced by negotiable or nonnegotiable notes
or other evidentces of indebtednessy containing such terms
and conditions as the board may authorize in the resolution
approving the same.

Mo SECTIOMe Section &a Provisions of bend
resclutionse A resclution autharizing notes or bonds or Aany
issue thareof may contain provisionss which must be a pert
of the contract or contracts with the holders thercofse s
to:

{1} gpledging all or any part of the revenuv uor
property of the board to secure the payment of the notes or
ponds or of any issue thereofy subject to existing
agreements with neteholders or bondholders;

{2} pledging all or any part of the assets of the
bnoards including lease agreenentss loan ayreeamentss
mortgagess and obligations securing themy to secure tihe
payment of the notes or bonds or of any issue thereof.
subject to existing agreements with noteholders or
bondhnlders;

(3 tha use and disposition of the gross incame from
lease agreemzntsy loan agreementss and mortgages owned oy
the boardy and the payment of the principal of mortgaqes
owned oy the board;

{4) tha setting aside of reserves for sinking funds in

the hands of trustees, paying agentsy and other depositorics
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and the requlation and disposition therzof;

(5) limitations on the purpose for which the proceeds
of the sale of notes or bonds may be applied and the pledge
af tha2 procesds to secure the payment of the bonds or of any
issue therceof;

{6} limitations on the issuance of additional notes or
bondsy the terms upon which additional notes or bonds may be
issued and secured, and the refunding of outstanding notes
ar sonds;

{7) the procedurey if anys by which the terms of any
coart.ract with nateholders or bendholders may be amended or
ahragateds the amount of notes or bonds the holders of which
shall consent theretos and the manner in thch such consent
may b= given;

(8) a commitment to employ adequate and competent
nersonnel At reasonable compensation; to set salariess feess
114 charges as may be determined by the board in conjunction
Atth tne department; and tc maintain suitablas facilities and
services for the parpose of carrying out its proyrams;

(3} vesting in a3 trustee such propertys rightss
2owarsy and duties in trust as the authority determines o
be necessary;

(10) defining the acts or oumissions that sh2ll
constituie a defFaylt in the cbligations and duties of tnie

board to the holders of the notes or bonds and providing for
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the rights and remedies of the holders of the notes or bonds
in the event of such defaulty including as a matter of right
tha appointment of a receiver; and

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

NEW_SECTIONa Section 7. Personal liability. The board
and employees of the department ire not personally liable or
accountable by reason of the issuance of or on any bend or
note issued by the boarde

NEW SECTIONS Section Ba Purchase of notes and bonds
- cancellation. The board mayy subject to existing
aareements with notcholders or bondholders and out of any
funis available for that purposes purchase notes or bonds of
the beoards which shall then be canceleds at a price not
exceeding:

(1) thz: current redemption price plus accrued interest
to the next interest payment if the notes or bonds are then
red2emable; or

(¢} the redemption price applicable on the first date
after the puarchase on which the notes or bonds bacome
subject to redemptiony plus accrued interest to that dates
if Lhe notes or boads are not than redeemable.

Med SECIINNe Section 9. Trust indenture, (1} In the

discrection of the boards the bonds may be secured by & trust
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indentuyre between the board and a corporate trustees which
may be & trust company or bank having the power of a trust
companye 2ither inside or outside th2 stat2e A trust
indenture may contain provisions for protecting and
enforcing bondholdaers? rights and remedies that are
reasonables propers and not in violation of lawy including
covenants setting forth the duties of the authority in
relation to the exercise of its powers and. the custodys
safaguardingy and application of all monecy. The authoritcy

may provide by a trust indenture far the payment of the

proceeds of the bonds and revenues to the trustee under the

Lrust indenture of another depository and for the method of
dishursenent, with the safequards and restrictions it
considers necessarye

{2) AY1 expenditures incurred in carrying out a trust
indenturz aay be treatad as part of the operating expenses
of the boards

NEW SECTIONM. Section 10. Negotiability of condse
Hotes and bonds issued by the board are neyotiable
instruments under the Uniform Coamercial Code, subject only
to the provisions for registration of notes and bondsa

NEW SECIIQHe Section lle Signatures of board menberse

If board members whosSe signatures appear on notesy honds, or

coupons ceasa to be members before the delivery of the notos .

or bondse their signatures shall nevertheless be valid and
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sufficient for a1l purposes the same as if the memﬁe(s had
remdined in office until delivery,

MER SECTION. Section 12. Accountses The board may
create funds and accounts necessary to complement JHPLEMENY
{sections 1t througn 26]. Fhe-funds-end-accovnes—may—inetodes

t1--a——bond-proceeds—fund-¥nto-whieh-bond-proceass-are
depasiteds

+Ei-~a’eemmoﬂ-bond-fbﬂd-eens+st+ng—eii

tat-—a-common-debe-service-asecounts

tbt--a-eapitat-reserve-aecovnt-as-provided—ra-——fa==tion
+54r~and

tey--an-operating-aceount~for-defroying-the-operatromi
eosts-ef-the-poasrdi-and

t3y--other—fonds—or-accountasr

MEd SECTION. Section 13, Reserve funds and
appropriationss (1) The board wmay estahlish a capital
reserve account and pay into it any:

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

{b) proceeds of the sale of notes or bonds to the
axtent provided in the resclutions or indentures of the
beard authorizing their issuance; and

{c) other funds which may be available to the board
from any othar source for the purpose of the account.

{2) Al funds held in the capital reserve account must

-14- na 8T1
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pe used solely for the payment of the principal of or
interest on the bonds secured in whole or in part py the
account or the sinking fund payments with respect to the
soendses the purchase or redemption of the bondse the payment
of intarest on the bondsy or the payment of any redemption
premiom required to be paid when the bonds are redeemed
prior to maturity. Funds in the account may nof be withdrawn
at any time in an amount that reduces the account to an
3mount less than the sum of minimum capital reserve
requirements established in the resclutions or indentures of
the voard for the account excepty with respzct tu bonds
secured in whole or in part by the accounts for the purpose
of making paymenty when duer of principaly interesty
redemption premiunse and sinking fund payments four the
payment of which other money pledged is not availables Any
incone or interest earned oy ﬁr incremental to the capital
resarv: aCcodnt due to its investment may be transferrad Lo
otasr  accounts of the board to an extent that does not
reduice the amount of the capital reserve account belaw the
sum of minimum capital reserve requirements for the accounts

Hbp _SCLIIdNe Section l4e HMaintenance of capital
resarve atcaunts (L} In order to assurz the maintenance aof
the capital ra2s2rve  accounty the chairman of the board
shallsy on or before September 1 in each year preceding the

convaning of the legislatures deliver to the jovernpor a

-17- R 871
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certificate stating the sume if anys required to restore the
capital reserve account to the minimum capital reserva
requirsments The governor shall include in the executive
budget submitted to the Jegislature the sum required to
restore the capital reserve account to the sum of minimum
capital reserve requirements All sums appropriated by the
leyislature shall be deposited in the capital reserve
ACCOuUNt.

(2) A1l amocunts appropriated to the board under this
section constitute advances to the board ands subject to the
rights of the holders of any bonds or notes of the boards
must be repaid to the state general fund without interest
from available operating revenues of the boafd in excess of
amounts required For the payment of bondsy notesy or other
vbligations of the board. for maintenance of the capital
resarve accounts and for operating expenseses

NEY_SECFIQNa Section 15. Refunding obligationss The
pnard may provide for the issuance of refunding obligatiens
for refunding any obligations then outstanding that have
been issued under ([sections 1 througn 26]y incluaging the
»ayment of any redemption of the obligjationse The issuance
of suligationsy the waturities and other detailsy the righcs
af £he nolderss and the rightss dutiesy and obligations of
thie authourity ire governed by the apuropriast: provisions of

(s tions 1 throu3sh 23] that relate to the issuance of

-18~- a2 871
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cbligationsa rhé proceads of refunding obligations may be
applied to the purchases redemptions or payment of
outstandiﬁg obligationse Pending the application nf the
proceeds of refunding onligations and other available funds
to the payment of principale accrued interestss and any
redemption premium on the cbligations ceing refunded snds if
parmitted in the resolution authorizing the issu;nce of the
refunding obligations or in the trust agreement securing
themy ta the payment of interest on refunding obligations
and expenses in coanection witn refundings the proceads may
be invested in such securities as the board considers
appropriatea

NEY_SECFIONe Section 16 Tax exemption of. ponds.
Bondss notess or other obligations. issued by the board under
[sections 1 through 26 and their transfer and income
{including any profits made on their sale) are free fronm
taxation by the state or any political subdivision or other
instrumentality of the statee except for inheritances
estates and gift taxeses The board is not required to pay
recordinq.or transfer fee; or taxes on instruments recorded
Dy ite

NEH _SECTIONs Section 1T. @roject guaranty programe.
(1) The board may guarantee and mnake ;ounitments to
guarantee payment required by a 1cans leases or other credit

arrangement for any project funded under [sections 1 tarough
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2&] or under %0-5-1C1 through 90-3~112s upon such terams and
conditions as the board may prescribe in accordance with
[sections 1 through 26j}. In administering the guaranty
prujrams the board may require the payment of a fee or
preniumy establish application feesy and prascribe
applications notifications contract and guaranty formsse
rulesy requlationsy and gquidelines.

{2) OGuaranties by the board under {sections 1 throujh
6] ausit:

{a) be msde for a project which the bpard finds meets
the policies and objectives of [sections 1 through 261;

{b) be made to an applicant for a juaranty approved oy
the board;

{c}) contain amortization provisions satisfactory to
tha bLoard; and

{d} be in such principal amounty be in such forme and
contain such tarms and provisions with respect to payment of
prooerty insurances repairss, alterationss taxesy
assessmentss delinguency chargess and default remedies as
thz board determines to be necessary.

{3) The board is authorized from time to time to enter
into quarantiess insurance CONLractsy or any other
agreements or contracts with respect to the economic
dev>16pment guaranty fund and any guaranteed loan Yease or

athar credit agreement, Any such agreement or contract may

-20~ HY 871
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contain terms and provisions. necessary or desirable in
connection with the quaranty programe subject to the
requirenents establisheds including without limitation terms
and  provisions relating to loan documentationy reviews
approval procedursss origination and servicing rights  and
responsibilitiess default bbliqatinns. nrocedures ané
obligationss ana obligatians with respect to guaranty
contracts made under [sections 1 through 26}.

{4} Any contract of guaranty made by the board under
the authorization of {sections 1 through 26] must provide
that ctaims payable thereuﬁder must be paid from any amounts
availaole in the economic development guazranty fund and from
any amounts avallable wunder the terms of any apslicable
contract orF agreement with the financial institution which
ofizinated the guaranteed loane The obligation of the board
ta make payments under any such contract is limited solely
to  such sources and does not constitute a debt or liability
uf tha state. any gquaranty contract and any ruley
rejulation, or guideline of the board impYamenting the
JUaranty progrem may contain such otner termsy provisionss
or conditions as the board considers necessary or
appropriatesy including without timitation those relating to
the payment of Juaranty premiumse the giving of notices
«Vaim procedures the sources of payment for claimse the

2riarity of competing claims Ffor payments the release ar
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termination of loan security and borrower 1liabilityy the
timing of payments tha maintenance and disposition of
BrOject§ and the use of amounts received during periods of
Toan delinquency or upon defaulty and any other pruvision
concerning the rights of insured parties or conditions to
thz paymént of gquaranty claimss Any premiums for the
quarantee of loan payments under the provisions of [sections
L tﬁrougn 26] may be determined on such basis and be payable
by such person in such amounts and at such times as the
board determines, and the amount of the premium need not be
uniform among the various loansy leasesy or other credit
agreements guaranteed.

NEA_SECIIONe Section 8. Economic development
quaranty funde (1) The Gwoard shall create én economic
developmant guaranty funde The fund must be held by a
trustee or other fiduciary designated by the boards There
NUst be deposited into the fund amountss insurance feess
premiumse and such other revenues and assets as the buard
considers necessary to comply with any contract or agreement
entzred into by the haard under [sections 1 through 26js The
ooard may oOrTOW from and deposit in the economic
development Guaranty fung up to 52«5 §5 million from any
3vailabla state funds including funds of the Héntana baard
of housinge

{2) The amounts in the fund must he wused to satisfy
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any claim resulting from a defaﬁlted Toany leases or other
credit agre=sment, The amounts in the fund may also be wused
for any other purpose grescribed by the board in accordance
With guaranty contracts with financial institutions entered
into pursuant to [sections 1 through 26]y including without
Fimitation the protection of the interest of the board in
projects during periods of delinyuency or upcn default.

(3) Tha minimum reserve requirement for the econowic
dev2lopment guaranty fund aust be such amount as wmay be
provided in an agreemants resalutions or indenture with the
hotders of bonds issued under [sections 1 through 26]s but
not in excess of the aggregate annual payments duye under the
loanss 1leasess oF other credit agreements guaranteed oy the
board. No loans leases or other cradit agreament may be
quaranteed by the board if the amount of noney available in
the zconomic development guaranty fund w&u]d be 1less than
the minimus reserve requiremente.

{4) In order to assurse fhe maintenance of the economic
deveilopment guaranty funds the chairman of the board shally
on or before September 1 in zach year preceding the
convening of the legislatures deliver to the governor a
certificate stating the sums if anyy required to restore the
economic development guaranty fund to the mipnimum reserve
requiremente. The -governor shall include in the executive

budjet submitted to the legislature the sum required to
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restore tne economic development gquaranty fund to the
minimum reserve requirements

(5 A1l amounts remitted to the board under this
section constitute loans to the board and must be repaid to
th: state trzasury without interest from availeble operating
revanues of the board in excess of amounts requirea for tho
yuarantee of ¥oans.

NEW_SECTIQNA Section 19. adoption of rules. (1] Tne
voard shall adopt rules to establish:

{a) proceddres for soliciting and evaluatinng
applications and for notifying the local government of the
application for purposes of complying with [section 2435 and

(b)) a system for evaluating applicationss considering
the following criterias

(i) the applicant®s net warth;

{ii) the applicant®s training and experience in the
industry involved in the proposed project;

(iii} the applicant?s prospects for succeading in the
proposed project;

{iv} tha degree to which the new or increased business
resulting from the loan will meet the objectives of {section
2Y; and

(v) any other factors the board may prescribes

{2) The board shall adopt rules for the:

{a) organizationy approvaly standardse and regulation

—24- HB ATl
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of osroject applicants;
(b} approvale standardse and regulation of financial
institutions under [sections 1 through 2613i

(c) assassmenty collections and payment of all  fees

~and  charges in connection with w®makings purchasings apd

servicing of its bonds and notess morigage lendingy
construction lendinge témporafy lendings and guaranty
proarams; and

{d) such other matters as the board considers
necassary or daesirable.

NEW_SECTIONe Section 20. Pledge of the stataa. 1&
accordance with the constitutions of the United States and
the state of Montanas the state pledges that it will not in
any way impair the obligations of any dgreeﬁent between the
hoard and the holders of notes and bonds issued by the
anarde including but not Jimited to an ‘agreement to
administer a loan program financed by the issuance of bonds
and to employ a staff sufficient and competent for this
CUr2CSEe

NEW_SECTIQNe Section 2le Credit of state not pledgeds
ohligations issued wunder the proyisions of [sections 1
thraugn Z6] do not constitute a debty liabilitys obligations
or ~lzdqe of the faith and credit of the state out are
pdyable solely from the revenues or assets of the toarde An

»ligation issued under this part must contain on the face
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thereof a statement to the effect that the state of Montana
is not lianle on the obligations the obligation is not a
debt of the states and neither the faith and credit nor the
taxing power of the state is5 piedged to the payment of the
principal or interest on the ohligation.

NEW SECTIONes Section 22. Taxation of projectse (1)
dotdithstanding the fact that title to a project may be in
th2 boards such projects are subject to éaxétian to the same
extanty in the same manners and under the same proucedures as
arivataly owned praperty fn similar <civrcumstances if such
projects are leased to or held by private interests on both
the assessment date and the date the levy is made in that
years Such piojects are not subject to taxation in any year
if thazy are not leased to or held by private interests an
uoth tne ass2ssment date and the date th2 Yevy is made in
that yeare

{2) &when personal property ownz2d by the board is taxed
undar this section ond such personal property taxaes are
delinquentes levy by warrant for distraint for csllection of
such  delinguent taxes may be made only on personal property
against which such taxes were levied.

NEM_SECIION. Section 23. Bonds as lega)l investment.
(1) Ronds issued by the board under the provisions of
[sactions 1 through 26} are securities in which all funds

aay 9e lenally and properly investeds including capital in
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the control of or pelonging to:

(a} public officers and public bodies of the state and
its political subdivisionss:

(b} insurance companies;

{c} credit uniqns. buildiag and Joan associationss
invastment companiess savings oanksy banking associationss
dnd trust companies; »

{(d) executors: administratorss trusteess ana other
fiduciaries; and

(2) pensions profit-sharingy and retirement fundse

() Donds issued under [sectiens 3 through 267 are
securities wnich may properly and legally be deposited with
and received by any state or municipal officer or any agency
or municipality of the state for any purpose for which the
deposit of bonds or obligations of the state is now or may
herzafrer be authorized by lawe

NEN_SECT1dNe Section 24« Procedure prior to financing
projactse (1) The board wmay finance major projects under
[sections 1 through 26] only when it finds thats:

{(a} the fipancing is in the public interest and is
consistent with legislative purposes and findings;

{6} the financing to be provided by the board for a
project does nat éxceed either. $10 million or 950% of the
LOST_ IR appraised value of the. projecty whichaver is lass;

(c) a financial institution will participate in
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financing the projact IE_THE COSI. OR APPRAISED VALUE 1§ LESS
IHANS__$1 MILLIONe ecither directly or through 3 letter of
credity to the extent of at least 10X ofF the financing to oo
provided by the boardx_EEQ!IQEQJ_ﬂQHEIEBL.IHAI.EABIIQIEAILQH
DY _A_FINANCIAL INSTITUTION 1IN PRUJECTS OF OVER $1_MILLIUN LS
AI.THC DISCRETLON OF TWE AOARD;

{d) the financing for the project is insured or
juaranteed in whole or in part by a private QR governmantal
insurer orf quarantory including but not limites to o
Juaranty by tha board pursuant to [section 17]; and

(e) odequate provision is made in the loan agrezments
lease, of other credit arrangement regarding o oroject or
projects being financed to providé for payment of dept
service on hands of the board issued to finance such project
or drojectsy to create and maintain reserves therefory and
to meet all costs and expenses of issuing and sefvicinq,the
bondse

{2) In order to make the findings as described in
subsection (l){a)s a hearing must be conducted in the
following manner:

ta) the city or county in which the project will ope
locsted shall be notifiads and mithin 14 days must advise
the board if it elects to conduct the hearing; or

{b} if no reguest for a local heariny is received, thé

ooard may  hold the hearing at a time ‘and place it
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prescr;bes.

(3} If the hearing required by subsection (2) is
conducted by a Yocal governments the governing body of the
Tacal government must notify the board of its determination
of whether the project is in the public interest within 1%
days of the completion of the public hearing.

{4#) whan a hearing is reguired either Tocally or at

the state levaly notice must be givens at least ance a  week

for 3 weeks prior to the date set for the hearingy by

pubtication in a newspaper of general circulation in the
city or county where the hearing will be helds The notice
must include the time and place of the hearing; the geﬁera]
nacure of the project; the name of the lesseey borrowery or
user of the praject; and the estimated cost of the project.

NEW _SECTIUNw Section 25. Validity of pledges Any
»Ya2dge made by the board is valid and binding from the time
the pledge is nades Pevenues moneyes or property pledged and
received by the board is immediately subject to the lien of
the pladge without any physical delivery or further act. Tne
lien of any pledge is valid and binding against all parties
having claims of any kinde whether in torte cOntracty or
otherwisey 3gainst the boards: irrespective of whether such
parties have notice thereof. Neither the resclution nar any
ather instrument by which 3 pledge is created is required to

he recorded.
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NEW_SECTION. Section 26« Annual audite The board’s
books and records must pe audited at least once each fiscal
year by or at the direction of the legislative auditor. The
actual costs of the audit shall be paid from the board®'s
funds.,

NEW SECTION. Section 2T, Hontana economic development
boardes (1) There is a Montana economic dévélopaent boarde

(2) The board consists of seven memberse who shall obe
apa2inted by the governor as prescribed in 2—15—124. The
board must Be-broadly—representative-pf+phe--atatey-~seeking
4+o--patlanee-——professienat--expertise-and-pabife-fnterest-ond
aec2ontanidiey INCLUDE-AF-LEAST-ONE-PERSON-REPRESENTING - EACH
BF=FHE- FOEEONING 8- FHE-FENANEIAL-COMMONEF ¥y -- SMALE—-BUENEESY
afiedr FHREw -~ ORSANFIZE D~k ARORY - AND_—FHE--GENERAL-PUBL L BF
OROADLY ~REPRESENFAFIYE-BFE-—FHe-—OTAFEy- - SEEKING-—FR-—BALANEE
CRGEESSIONAL -~ EXPERTRSEo -~ ANB- = - PURLIE-———INFEREST-——AND
AEEIUNFARFEEEY INCLUOE AT LEASE _ONE _PLRSON RCPRESENTING EACH
QE_THE_FOLLOAINGE

1a)__THE EINANCIAL COMMUNITY:

LB} SMall BUSINESS:

LC) _AGRICULTURE: AND

D) __LABGR.

(3) fH4exbars must be appointed within 60 days of [the
uffective date of this act) in accordance with the manner

prescribed in 2-15-124.
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{4) The board is designated as a quasi-judicial board
for the purposes of 2~15-124.

{3) 7The board is alleocated to the department of
commerce for administrative purpéses only as provided in
2-15~121« The board has authority over its own personnel as
provided in [saection 28]1.

SEH_SECF¥IONe Section 28. HMeetings and acts of tne
boird and parsonnzl. (1) All meetings of the board are open
to the public.

(2) Al official acts of the beard must ce taken in a
regular or special meeting and by a majority of the boarda

(3} A1l rules adopted by the board must bz in
accordance with the Montana Administrative Procedure Acte

(%) The board may employ an administrators wha shall
hava general responsibility for the selection and management
of the board®s staff and direction of its activitiess The
administrator serves at the pleasure of the boards

{3 The board aay prescribe the duties and annual
salary For profeﬁsional staff positionse

Section 29. Section 90-6-104s HCAy is amended to read:

"30-6-104. seneral powers of the board. The board may:

{1) sue and be sued;

{2} have a seal;

(3) adopt all procedural and substantive rules

necessary for the admimistratioa of this parts including
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rules concerning its mortgages constructions and temporary
lending programs;

{#) maxks contractse agreementsy and other instruments
nec*ssary or convenient for the exercise of its powers under
this partg

{31 =2nter into agreements or other transactions with
any federal, state, or local governmental agencys any
~efSONSy ana any domestic or foreign partnerships
corporations associations or arganization in carrying out
this narés;

{6} enter into agreements under its rules witkth
5PONSOrSy mortgagorss or lending institutions far the
purpose of regulating the analysis: planning, developments
and  management of housing developments financed in whole or
in nart by the nroceeds of its loans or sacurities 3nd
mortgage purchase programs;

{7} enter into agreements or other transactions withs
and accept grants and the cooperation ofs any governmental
agency in FfFurtherance of this parte including but not
limited to the development, Teasingy maintenances operationy
and financing of any housing developaent;

(B} accept servicesy appropriationsy ngiftse grantse
bequestss and devises and utilize or dispose of them in
carrying out this part;

{9} acquire real! or personal property or any righty
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interesty oOr easement theréin by gifts purchases transferve
foreclosuraey l12ases or otherwise; holdy selly assigne leasey
encumbery mortyagees or otherwise dispose thereof; holdy
selly assiqny or otherwise dispose of any mortyage or loun
ownad ay it or in its control or custody; release or
relinquish any righte titley claimsy interests easements or
gemands however acquiredy including any equity or right of
redemption: do eaeny of the foregoing oy public or private
saley with or without public bidding; commence any action to
protect or enforce any right conferred upon it by any laws
mortygaqges contracty or other agreement; bid for and purchase
propercy at any foreclosure or other sale or acquire or take
possession of it in 1lieu of foreclosurz; uand operates
nanagey leases dispose ofy and otherwise deal with such
oroverty in any manner necessary or desirable to protect its
interests and the holders of its bonds or notes and
consistent with any agreement with such nalders;

{12) sa2rvice and contract and pay for tnhe servicing of

Jounss
{11) provide general technical sarvices in tne
4nal ysisy planningy . designe processings constructionsy

rehapilitationy and management of housing developments for
persons and families of lower income where these services
are not otherwise available;

(12) provide general consultative services to housing
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developments for persons and families of lower income and
the residents thereof with respect to counseling and
training in managementy home awnerships and maintenance
where these services are not otherwise available;

{13) invest any funds not required for immediate use,
subject to any agreements with its bondholders and
neteholderss as provided in Title 17+ chapter 6y except all
investoent income from funds of the board less the cost for
invastnent as prescribed by law shall! be deposited in the
housing finance accounti'

{14) sell its loans or securities to the federal
national mortgage association or any other agency or
instrumentality of the United States and invest in the
capital  stock issued hy the association or other agency or
instrumentality to the extent, if anys required as a
condition of such sale;

{15) consent, whenever it deems it necessary or
desirable in fulfilling its purposess to the modification of
the rate of interests timey and payment of any installment
of >rincipal or interesty securitys or any other term of any
contracty mortgagyes mortgage loane mortqaje loan commi tmenty
construction 1loans advance contracts or agreement of any
kKindy subject to any ayreement with bondho!dersK and
natahol ders;

{(i%} collect reasonable interesty Fees, and charyes in
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connection with making and servicing its Tloansy notesSe
sondsy commitmentsy and ather evidences of indebtedness and
in conection with providing technicals consultative, and
project assistance servicese Interest fees and charges shgl]
be limited +*o the amounts required to pay tha costs of the
boards including operating and administrative expenses and
reasonable aliowances for losses which may be incurreds

(17) procure insurance against any lnsﬁ in connection
with Its mortgages and morktgage loams and other assets or
property in amounts and from insurers as the board considers
gesirable or necessary;

{iB) act as agent for governmental agencies concerning
acquisitions constructions leasings operations or managemcent
of & housing development;

(19) issue notes and bonds and replace losts destroyeds
or mutilated notes and bonds; and

{20} develop special programs for housing develdpments
for veterans of the armed forces of the United States who
afe unable to acquire safe and sanitary housing through
lending institutions by conventional meansi_apd

£21)_lend _mopey _to _the_economic.development poard to
establisi the Meoptana _ecopomic . developeent guargoty fund
crested by [sectiqn.l8)-" ’

NEW_SECIIQN. Section 30, Severabilitye. If a part of

this act is invalids all valid parts that are severable from
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the invalid part remain in effect., If a part of this act is
invalid in one or mare of its applicationsy the part remains
in 2ffect in all valid applications that are severabie from
the invalioc applicationse

Nﬁﬁ_ﬁﬁn;lﬁu‘ Section 31. cffective date. This act is
affective on passaye and approvala

NEW SenlIgNa Section 324 Coordination instructione.
Aousa #4111 871 as amended by the legislature is nearly
identica) to Housa BI11 700 except for the provisions
relating to the financing of major projects. If both House
3i11 871 and House Bill 700 are passed and approveds the
code commissioner shall not codify both bills in their
entirety but shall only codify those parts of House Bill 871
that differ from the companion parts of House 3ill ToO.

-End—
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