SENATE BILL NO. 460

Introduced: 02/16/83

Referred to Committee on Local Government: 2/16/83
Hearing: 02/17/83

Rereferred to Committee on Business & Industry: 02/17/83
Hearing: 2/19/83
Died in Committee.
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BILL ND. ZEC

INTROYUCED BY

A 3ILL FOR AN ACT ENMTITLED: MAN ACT CREATING THE MONTANA
SCONOGMIC DEVELOPHENF CORPORATION; SPECIFYING THE POWERS AND
FUNCTTAONS OF TnE CORPORATION: PROVEDING FOR FUNDIMG 0OF THE

CORPORATION; AND PROVIOING AN IMMEDTATE EFFECTIVE DATEL™

BF IT ENACTED 8Y THE LEGISLATURE OF THE STATE OF MONTANA:

Saction 1« Short title. [Sections 1 throuah LT7] may be
cited as the "Mcentana Ecnnomic UDevelopment Corporation Act™.

Sgction 2. Defiritionsa As used in [sections 1 through
L7}s unless the context requires otherwises the follawing
definitions apply:

(1) "8opard* weans the buard of directors of the
Mon*%ana economic development corporation created in {section
61,

{?) ™"Corporation™ means the Montana econoaic
develnpment corparation authorized in [section 3]

(3) "Nepartment™ means the department of commerce
craat~d in 2-15-1R01a

[4) *®Direct costs® means costs of new tax-supported
servicaes resulting from a proposed davelopment of ©Orojects

{3} "Indirect costs® means nontax=supported secondary

and soncial costs resulting from a orooonsed development or

19
11
1z
13
14
15
16
17
1=

19

21
22
23

24

LC 1009701

projecte

{5) "Primary Business® is an exparting businesssy
designated as such by the corpeorations including but not
timited to commercialy manufacturingy agriculturals
industrials transportations recreationale and tourist
enterprises.

Section 3. Montana economic development corporations
The bYoard shall form the Montana economic development
corparation pursuant to Title 35¢ chapter 2. The corporation
may nnot have members. The corporation must be formed for the
purpos2 enumerated in [section 4]a The corporation is under
the control of the state.

Section 4s Purposes The purpose of the corporation is
Lo create new jobs in Montana and to strengthen and
diversify the Montana economye.

Section 5 Cooperation with departmente The
corporatinn shall cooperate and coordinate its functions
with the department in order to awvoid conflict or
duplization of econowmic development effortse

“a2ction 6. Board of directorss There is a board of
directors for the Montana econnmic development corporations
The doara consists of seven members. The mewbers shall be
appniited by the governor and confirmed by the senates as
provided in 2=15-124y on a3 staqgered-tera D3ISiSe The

yovernar may Fill vacancigs as provided in 2-15-124(4).
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Section 7T« Qualifications of poards {1} Board members
must he broadly representative of the state. Consideration
must he given to members having expertise in areas useful in
overseaing the corporationt's activitiesy including:

{a) technical expertise for product oversight;

(o) accounting expertise for financial oversight; and

(c)} business law for lTegal oversighte

{Z2) Soard members must represent key constituencies
from within the states including but not limited tor

{a) the financial community;

(o) the business sector;

(c} tabor;

{d) the general publici and

te} in order to assure coordination of activities and
servicesys the department of commerce.

Section 8« Powers of corporations In addition to the
pewers enumerated in 35-2-107s the corporation acting
through the board may:

{1} hire and set salaries for its staff;

{2} provide capital to new and expanding businesses;

{3) identify areas of new business opportunity and
encourage entrepreneurs to create or expand activities in
Montayay

{¢) provide professional advice to new or expanding

businesses;
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{5) establish and charge fees for its services;

() enter agreements or transactions with any fegeral.
states or Tocal government agency or any oersons
partnershipe corporations associations or organization in
order to carry out the purposes of [sections 1 through 171}5
and

(7) set npolicy for the corporation in accordance with
legistative directions

Section 9. Staff of boarde The boara may hAire an
executive director and such staff as it considers necessarys
including professionals with expertise in progdram
administrations lawy accountinge development financey and
genaeral business planning and recruitments

Section 10. Primary functions of corporations In order
to fulfill the purpose set forth in (section 4]y the
corporation shall:

{1} make capital available to new and expanding
businesses that are not able to secure capital in the
privare sector;

{2} identify specific business opportunities through:

{a} study ana analysisi and

(3) contacts with entrepreneursy innovatorssy and
business peoples;

t3) find and recruit suitable entrepreneurs and

manajars to undertake business opportunities identified by
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the cirporatinn; and

(4) provide professional and technical advice and
assistance to pusiness people starting or expanding
businasses located in Montanae

section 1le Investmentss The corporation may invest in
a new or expanding business by making capital availabile
throuahs

{1) subordinated debt; or

{2} equity durchases

Section 12« Criteria for invastment. {1} In
considering which investments to makes the corporation snail
evaluate the following:

{a}y w«hether capital is available in the private
financial market;

(o) repagyment abilitys

[c} except as pravided in subsection {(2)s the direct
assnciation between the investment and the creation of
spacific new jobs;

(dy except as provided in subsection (2)y the numher
of joba created pa2r unit of funds investedy considering the
wage tavels for such jobs;

t=) the direct and indirect costs associated with the
economni ¢ development financed by the investment;] and

[f) whether the business is @ primary businessa

{Z) The corporation may consider the number of jobs
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preserved in the case of a business that would otherwise
close.

Section 13. Screening of investments. (1) #frior to
investing i§n a businesss the corporation shall gather and
assess dotailed information on the proposed pusiness and its
managenents This information must be used tc determine §f
tha business merits financings

(2Y To obtain the information required to be assessed
under subsection (1) the board may require that 2 business
plan be prepared by the management of the businessas Such &
plan nusts

{a) include detalled information on the skills and
experience of the business®s management personnel;

{b} document the profit and growth potential of the
tusiness;

{c) discuss how management intends to operate the
businass to achieve its potentiali and

(1) identify problems the business may confront and
ways in which management can effectively respond.

Section l4s Feess The board may estaplish and charge
fees fnr apolications for inpvestament and For advisory
sarvices that are not part of a financing arranjemants

“action 15« Reports of the corporations The board
shall  erepare  ap  annual  report t9 pe submitted to the

goverinry the legislatures and thz public. The report must
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includas

{l) financial statements;

(2) a statement of investment activity;

{3) & statement of jobs c¢reated and the cost of each
such jobj

{#) the performance of businesses invested ins and

(5) any other information tha board cansiders
appropriates

Section lbe Auditse (1) The legisiative auditor shall
conduct an annual financial audit of the corporation and
report the findings to the legislature and tne gqovernore

(2} The corporation shall contract with an independent
firm far a performance audit on a3 biennial basise The
parformance audit report wmust ba submi tted to the
corporations the governor, and the leqislatures

Szetion 1Ta Funding. Funding for the operation of the
corparation must be from monsy appropriated by the
legislature from the interest and earnings on the permanent
coal severance tax trust fund created in Article IX, section
5¢ of the Montana constitution.

Section 18« Implementation scheduleas (L) The
Teyistature intends that in the first year of its existences
the Montana economic development corporation shalls

{32} plan for and hire a staff;

{b) publicize its existence;

-7-
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{c]) identify possible investment opportunities; and

(d) bpegin screening applicationse

{2) in its second yeary the corporation shall,
consistent with this act and ¢to the extent practicable,
bagin to make investmentsa.

Saction 19. Effective date. This act is effective on
passag2 and approval.

-End=-
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STATE OF MONTANA
REQUEST NO. _467-83
FISCAL NOTE

- Farm BD-15
In compliance with a written request receivad February 19, .19 83 , there is hereby submitted a Fiscal Note
Senate Bill 460 . . .
for pursuant to Chapter 83, Laws of Montana, 1965 - Thirty-Ninth Legislative Assembly.

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

DESCRIPTION OF PROPOSED LEGISLATION:

Senate Bill 460 creates a seven member Montana economic development corporation that

has the power to make direct subordinate debt and equity investments in Montana

businesses. The board may also study business opportunities, fund and recruit
entrepreneurs, and provide professional and technical advise to new or expanding businesses,

ASSUMPTIONS:

1) Seven member board.
2) Two member staff.

3) No assumptions are made with regard to level of investment of investment activity
because the act does not indicate the size of the investment fund to be created.

FISCAL IMPACT:

Expenditures: ~ FY84 FY85 BIENNIUM TOTAL
Personal Services $ 122,984 $ 122,521 § 245,505
Operating Expenses 77,401 80,389 157,79G
Equipment 5,010 -0- 5,010

Total Expenditures - § 205,395 $ 202,090 § 408,305

Revenue:

Appropriation of Coal Tax Interest ($205,395) - ($202,090) ($408,305)

NOTE:

The appropriation of coal tax interest to fund the loan investment fund will reduce
revenue to the general fund.

FISCAL NOTE 15: BB/1 ( : . !: »th.:;f

BUDGET DIRECTQR
Office of Budget and Program Planning

Date:l"1|"g3‘




STATE OF MONTANA

ReauesT no. __ 307-83
FISCAL NOTE Revised Fiscal Note
‘ Fourm Bir13
Feb 1
In compliance with a written request received ebruary 19, , 19 83 , there is hereby submitted a Fiscal Note
for "—anate B111 460 pursuant to Chapter 53, Laws of Montana, 1965 - Thirty-Ninth Legislative Assembly,

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

DESCRIPTION OF PROPOSED LEGISLATION:

Senate Bill 460 creates a seven member Montana economic development corporation that

has the power to make direct subordinate debt and equity investments in Montana

businesses. The board may also study business opportunities, fund and recruit
entrepreneurs, and provide professional and technical advise to new or expanding businesses.

ASSUMPTIONS:

1) Seven member board.
2) Two member staff.

3) No assumptions are made with regard to level of investment of investment activity
because the act does not indicate the size of the investment fund to be created.

FISCAL IMPACT:

Expenditures: FY84 - FY85 BIENNIUM TOTAL
Personal Services $ 122,984 $ 122,521 § 245,505
Operating Expenses 77,401 80,389 157,790
Equipment 5,010 -0- 5,010

' Total Expenditures $ 205,395 $ 202,910 § 408,305

Revenue:

Appropriation of Coal Tax Imterest ($205,395) (5202,910) (5408, 305)

NOTE:

The appropriation of ctal t#x interest to fund the loan investment fund will reduce
© revenue to the general fund.

FISCAL NOTE 15: BB/1 _ ) . E;; .Q j ;;£ :

BUDGET DIRECTOR
Oftice of Budget and Program Planning

Date: & = 2 W =~ £

SECOND PRINTING
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TECHNICAL OR MECHANICAL DEFECTS OR CONFLICTS WITH EXISTING?LEGISLATION:

From the title of this bill, one could infer that the author's intent was to allocate
the increase in collections attributable to the proposed %% increase in tax rates to
the judiciary. .However, as introduced, the bill would not change the disposition of

tax collections. In order to affect the distribution of income tax receipts, one
would have to amend 15-1~501, MCA.

LOCAL IMPACT:

Will relieve counties of approximately $11 million per year in district court expenditures’
Counties will continue to fund clerks of courts and their staff.

FISCAL NOTE: 17:H/2



