
SENATE BILL NO. 22 

INTRODUCED BY VAN VALKENEURG, C. SMITH, THAYER, HARPER, 
VINCENT, MAZUREK, SIMON, CRIPPEN 

JANUARY 20, 1987 

?EERUARY 3 1 1987 

FEBRUP..RY 4 1 1987 

FEBRUARY 6 1 1987 

FEBRUARY 10, 1987 

FEBRUARY 12., 1987 

FEBRUARY 12 1 1987 

FEBRUARY 13, 1987 

fEBRUARY 18, 1987 

APRIL 9, 1987 

APRIL 11, 1987 

APRIL l3, 1987 

IN THE SENATE 

INTRODUCED AND REFERRED TO CO~MITTEE 
ON TAXATION. 

COMMITTEE RECOMMEND BILL 
DO PASS AS AMENDED. REPORT ADOPTED. 

PRINTING REPORT. 

ON MOTION, CONSIDERATION PASSED 
FOR THE DAY. 

ON MOTION, CONSIDERATION PASSED 
FOR THE DAY. 

SECOND READING, DO PASS AS &~ENDED. 

ENGROSSING REPORT. 

THIRD READING, PASSED. 
AYES, 50; NOES, 0. 

TRANSMITTED TO HOUSE. 

IN THE HOUSE 

INTRODUCED AND REFERRED TO COMMITTEE 
ON TAXATION. 

COMMITTEE RECOMMEND BILL BE 
CONCURRED IN AS AMENDED. REPORT 
ADOPTED. 

SECOND READING, CONCURRED IN. 

THIRD READING, CONCURRED IN. 
AYES, 94; NOES, 0. 

RETURNED TO SENATE WITH AMENDMENTS. 



APRIL 16, 1987 

APRIL 17 I 1987 

IN THE SENATE 

RECEIVED FROM HOUSE. 

SECOND READING, AMENDMENTS 
CONCURRED IN. 

THIRD READING, AMENDMENTS 
CONCURRED IN. 

SENT TO ENROLLING. 
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INTRODUCED Blr 

A BILL FOR AN ACT ENTITLED: ""AN ACT REQUIRING GROSS VEHICLE 

WEIGHT ENFORCEMENT OFFICERS TO CARRY FIREARMS PROVIDED BY 

THE DEPARTMENT OF HIGHWAYS; AMENDING SECTIONS 61-12-203 AND 

61-12-204, MCA; AND PROVIDING AN IMMEDIATE EFFECTIVE DATE 

FOR RULEMAKING AUTHORITlr ONLY.'" 

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

Section 1. Section 61-12-203, MCA, is amended to read: 

'"61-12-203. Official attire required for making 

arrests Dnd-earryinq-£ireD~m~. Qualified employees may make 

arrests throughout the state only when dressed in official 

uniform and displaying the official badge authorized by the 

department. A~thorized--empioyees--may--ne~--earry-f±rearm~ 

tlniess-o££iei~iiy-attired7'' 

Section 2. Section 61-12-204, MCA, is amended to read: 

''61-12-204. Identification badge and uniform .. 

Employees of the department engaged in the enforcement of 

this part shall wear and prominently display an 

identification badge or device with the employee 1 s name and 

title shown on the identification badge or device. The 

24 department M8Y shall authorize uniform dress for department 

25 employees engaged in such enforcement." 
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NEW SECTION. Section 3. Authorized employees to carry 

firearms. Employees appointed under 61-12-201, when attired 

and identified as required in 61-12-203 and 61-12-204 and 

when engaged in the enforcement of the provisions of the 

statutes enumerated in 61-12-206, shall carry firearms. 

NEW SECTION. Section 4. Department of highways to 

furnish equipment. The department of highways shall furnish 

all employees appointed under 61-12-201 with uniforms and 

equipment necessary for the performance of their duties .. Any 

such uniforms and equipment remain the property of the state 

of Montana. 

NEW SECTION.. Section 5. Department of highways to 

adopt rules. The department of highways shall adopt rules 

necessary for the implementation of [sections 3 and 4]. 

NEW SECTION. Section 6. Codification instruction. 

Sections 3 and 4 are intended to be codified as an integral 

part of Title 61, chapter 12, part 2, and the provisions of 

Title 61, chapter 12, part 2, apply to sections 3 and 4. 

NEW SECTION. Section 7. Effective date. This section 

and section 5, which requires the department of highways to 

adopt rules on the subject of this act, are effective on 

passage and approval. 

-End-

-2- INTRODUCED BILL 
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A BILL FOR AN ACT ~LED: ,.AN ACT TO AMEND THE MONTANA 

CAPITAL COMPANY ACT TO REDEFINE ,.CAPITAL BASE,.: TO ALTER 

CERTIFICATION REQUIREMENTS: TO INCREASE THE AMOUNT OF TAX 

CREDITS AVAILABLE TO A SINGLE COMPANY AND ALL COMPANIES: TO 

CONTINUE THE AVAILABILITY OF TAX CREDITS UNTIL JUNE 30, 

1989: AMENDING SECTIONS 90-8-104, 90-8-201, AND 90-8-202, 

MCA: AND PROVIDING AN EFFECTIVE DATE.,. 

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

Section 1. Section 90-8-104, MCA, is amended to read: 

''90-8-104. Definitions. As used in this chapter, 

unless the context requires otherwise, the following 

definitions apply: 

(1) "Board" means the Montana economic development 

board provided for in 2-15-1805. 

{2) "Capital base'' means equity capital or--fte~--worth 

raised by a certified Montana capital company for which tax 

credits were claimed under this chapter. 

(3) "Certified Montana capital company" means: 

(a) a development credit corporation created pursuant 

to Title 32, chapter 4; or 

(b) a profit or nonprofit entity organized and 

~an• '"•""'"' <~M" 
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existing under the laws of Montana, created for the purpose 

of making venture or risk capital available for qualified 

investments and that has been certified by the board. 

(4) "Montana business" means a business which is 

located or principally based within Montana. 

(5) "Qualified investment 11 means a debt or equity 

financing of or a purchase and leaseback financing of a 

Montana business that meets both of the following criteria: 

(a) the business is engaged in one or more of the 

following activities: 

{i) manufacturing; 

(ii) agricultural, fishery, or forestry production and 

processing; 

(iii) mineral production and processing, except for 

conventional oil and gas exploration: 

( iv) recognized nonf-ossil forms of energy generation as 

defined in 15-32-102(5): 

{v) transportation; 

(vi) research and development of products or processes 

associated with any of the activities enumerated in [i) 

through (v) above; 

(vii) wholesale or retail distribution activities for 

which products produced in Montana comprise 50% or more of 

the gross sales receipts; 

(viii) any activity conducted in the state for which 

-2- INTRODUCED BILL 
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50% or more of the gross receipts are derived from the sale 

of products or services outside Montana; and 

(ix) tourism; and 

(b) the business is a small business as defined in 

rules adopted by the board. 

(6) 11 Qualified Montana capital company" means a 

certified Montana capital company that has been designated a 

qualified capital company under the provisions of 90-8-202 

so that investors in the company may receive the tax credits 

authorized in 90-8-202." 

Section 2. Section 90-8-201, MCA, is amended to read: 

"90-8-201. Certification of Montana capital companies. 

(1) Every 6 months, commencing January 1, 1984, or 3 months 

after rules are adopted to implement this chapter, whichever 

occurs first, the board shall certify Montana capital 

companies. A company seeking to be certified as a Montana 

capital company must make written application to the board 

on forms provided by the board. The application must contain 

the information required by 90-8-204 and such other 

in'formation as the board 

certificate must specify 

requires. The application and 

the level of capitalization that 

the company expects to qualify for the tax credits provided 

for in 90-8-202. 

(2) The application must show that the applicant's 

purpose is to eneeura~e--and--assist--in--the---e~eat~en7 
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de~eropmen~,--eftd--expens±en-of-Montane-~aee~-b~~ineeeee-and 

to-pro,~de- -m.a x ~rnttm..--oppor l!t1 n ~t: 1: e s--£or--the--emp:l: oyme "t:--of 

Montanafts-by-m.eking-ven~ttre-eapita:l:-a"aiiabre-to-so~nd-ema~l 

Mon~ana--£i~m.e inc~~ase the general economic welfare of the 

state of Montana by: 

(a) making investment capital available to businesses 

in Montana; and 

(b) allowing for investment of up to 25% of its funds 

in businesses outside Montana if such investment is likely 

to produce an investment in Montana. 

(3) Certifiable applicants include but are not limited 

to local and community development corporations, small 

business administration 503 corporations, and small business 

investment companies. 

(4) Certification is a prerequisite to and must be 

completed before seeking designation as a qualified capital 

company.'' 

Section 3. Section 90-8-202, MCA, is amended to read: 

"90-8-202. Designation of qualified Montana capital 

companies -- tax credit. (1) The board shall designate as 

qualified Montana capital companies those certified 

companies that have been privately capitalized at a minimum 

level of $200,000. A certified company seeking designation 

as a qualified Montana capital company must make written 

application to the board on forms provided by the board. 

-4-
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The application must contain the information required by 

90-8-204 and such other information as the board requires. 

(2) 1!1 The total amount of tax credits authorized for 

a single qualified company may not exceed $3T5r888 

$1,500,000. In the event the capitalization of the company 

is later increased, the company may apply for authorization 

of additional tax credits within the foregoing limitation. 

~ The total credits authorized for all companies may 

110t exceed a total of $1 million prior to June 30, 1985. The 

total credits authorized for all companies between July 1, 

1985, and June 30, 1987, may not exceed $1 million plus any 

portion of the $1 million available for authorization before 

June 30, 1985, that is allocated to qualified companies. The 

total credits autho['ized for all companies between July 1, 

1987, and June 30, 1989, may not exceed $3 million plus any 

portion of the credi_ts available -~or authorization before 

June 30, 1987, that is allocated to qualified companies. 

ill The credits shall be allocated to qualified 

companies in the order that completed applications far 

designation as qualified capital companies are received by 

the board, and the board shall certify to each such company 

its appropriate allocation. 

t3ti!l Investors in a qualified Montana capital 

company are entitled to the tax credits provided for in 

subsection t4t ~· Funds invested in a certified company 

-5-
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prior to designation as a qualified Montana capital company 

may, at the discretion of the investor, be placed in an 

escrow account in a Montana financial institution pending 

designation of the company as a qualified Montana capital 

company. 

t4t~ Subject to the provisions of subsection (2), an 

individual, small business corporation, partnership, or 

corporate taxpayer who makes a capital investment in a 

qualified Montana capital company is entitled to a tax 

credit equal to ~5% 50\ of the investment, up to a maximum 

credit of $%5,eee $150,000 per taxpayer. The credit may be 

taken against the tax liability imposed on the investor 

pursuant to Title 15, chapter 30 or 31. The credit for 

investments by a small business corporation electing to be 

taxed under 15-31-202 or a partnership may be claimed by the 

small business corporation shareholders or the partners. 

tStl!l The tax credit allowed under subsection t4t ~ 

is to be credited against the taxpayer's income tax 

liability for the taxable year in which the investment in a 

qualified Montana capital company is made. If the amount of 

the tax credit exceeds the taxpayer's tax liability for the 

taxable year, the amount of the credit which exceeds the tax 

liability may be carried back or carried forward in 

accordance with the provisions of section 46(b} of the 

Internal Revenue Code ei-±954, as amended. 

-6-
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1 t6tlll The tax credit provided for in this section is 

2 available only to those taxpayers who invest in a qualified 

3 Montana capital company within 5 ~ years of A~r±%-%8y-l983 

4 July 1, 1987.'' 

5 NEW SECTION. Section 4. Extension of authority. Any 

6 existing authority of the Montana economic development board 

7 to make rules on the subject of the provisions of this act 

8 is extended to the provisions of this act. 

9 NEW SECTION. Section 5. Saving clause. This act does 

10 not affect rights and duties that matured, penalties that 

11 were incurred, or proceedings that were begun before the 

12 effective date of this act. 

l3 NEW SECTION. Section 6. Effective date. This act is 

14 effective July 1, 1987. 

-End-

-7-
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Form BD-15 
In compliance with a written request, there is hereby submitted a Fiscal Note for SB022 , as introduced. 

DESCRIPTION OF PROPOSED LEGISLATION: 
An Act increasing the tax credits allowed investors in qualified Montana capital companies; and providing for an 
immediate effective date and a retroactive applicability date. 

ASSUMPTIONS: 
1. The Revenue Estimating Advisory Council's individual and corporate income tax estimates provide the basis 

for comparison. 
2. Corporate tax collections will be $53,063,000 in FY88 and $58,995,000 in FY89. Payments by financial 

institutions will be $6,140,000 of the total in FY88 and $6,826,250 in FY89. 
3. Individual income tax collections will be $208,088,000 in FY88 and $229,991,000 in FY89. 
4. Corporations will claim $100,000 in capital company credits in FY88 and $120,000 in FY89 under current 

law. Individuals will claim $75,000 in FY88 and $75,000 in FY89 (Department of Revenue estimates). 
5. All of the corporate claimants are financial institutions (actual experience). 
6. $1,500,000 in total credits will be claimed each year because of the liberalization of the credit. 

FISCAL IMPACT: 
Revenue Impact: FY88 FY89 

Current Law ProEosed Law Difference Current Law ProEosed Law Difference 
Individual Income Tax $208,088,000 $207,558,000 ($ 530,000) $229,991,000 $229,469,000 ($ 522,000) 
Corporate License Tax 53,063,000 52,268,000 ( 795,000) 58,995,000 58,212,000 ( 783,000) 

Fund Information: 
Gene.ral Fund $163,992,000 $163,552,000 ($ 440,000) $181,456,000 $181,021,696 ($ 434,304) 
Foundation Program 64,060,000 63,887,500 ( 172,500) 70,881,000 70,711,600 ( 169,400) 
Sinking Fund 28,187,000 28,110,500 ( 76,500) 31,188,000 31,113,104 ( 74,896) 
Local Governments 4,912,000 4,276,000 ( 636,000) 5,461,000 4,834,600 ( 626,400) 

1iJ2 DATE 
SPONSOR 

and Program Planning 
Fiscal Note for S~2, as introduced. 

s t'J J.~ 



li'iscal Note Request, ~B022, as intrQ_d_ucelj. 
Form BD-15 
Page 2 

INDIVIDUAL INCOME TAX 
FY88 FY89 

Current Law Pro]!osed Law Difference Current Law ProJ2osed Law Difference 
Total 208,088,000 207,558,000 ( 530,000) 229,991,000 $229,469,000 ($ 522,000) 
General Fund 133,176,320 132,837,120 ( 339,200) 147,194,240 $146,860,160 ($ 334,080) 
Foundation Program 52,022,000 51,889,500 ( 132,500) 57,497,750 57,367,250 ( 130,500) 
Sinking Fund 22 • 889'. 680 22,831,380 ( 58,300) 25,299,010 25,241,590 ( 57,420) 

CORPORATE INCOME TAX 

Total Reaula:t 46,923,000 46 ,Jl23, 000 0 52,168,750 52,168,750 0 
Financial !milt. 6,140,0()(} .5,345,000 ( 195,000) 6,g26,250 6,043,250 ( 783,000) 

General Fund 30,(116,640 30,714,880 ( 101,760) 34,261,760 34,161,536 ( 100,224) 
Foundation fTOgram 12,037,7$0 11,998,000 ( 39,750) 13,383,500 13,344,350 ( 39,150) 
Sinkin.Fund 5,296,61'0 5,279,120 ( 17,490) 5,888,740 5,871,514 ( 17,226) 
Local Governments 4,912,000 4,276,000 ( 636.000) 5,461,000 4,834,600 ( 626,400) 

TOTAL INcoME TAXES 

General Fund 163;992,960 163,552,000 ( 440,960) 181,4~6,000 181,021,696 ( 434,304) 
Fc:nll)datfon Program 64,059,750 63,887,500 ( 172,250) 10,881,250 70,711,600 ( 169,650) 
Sinking Fund 2'8,186,~90 :Z8,I10,500 ( 75,790) 31,187.750 31,113,104 ( 74,646) 
Local GovetlliiiEints 4. 912; 000 4,216,000 ( 636,000) 5,461,000 4,834,600 ( 626,400) 

!8 j.J, 
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APPROVED BY COMMITTEE 
ON TAXATION 

SENATE BILL NO. 22 

INTRODUCED BY VAN VALKENBURG, C. SMITH, THAYER, HARPER, 

VINCENT, MAZUREK, SIMON, CRIPPEN 

A BILL FOR AN ACT ENTITLED: "AN ACT TO AMEND THE MONTANA 

CAPITAL COMPANY ACT TO REDEFINE "CAPITAL BASE"; TO ALTER 

CERTIFICATION REQUIREMENTS; TO INCREASE THE AMOUNT OF TAX 

CREDITS AVAILABLE TO A SINGLE COMPANY AND ALL COMPANIES; TO 

CONTINUE THE AVAILABILITY OF TAX CREDITS UNTIL JUNE 30, ~~8~ 

1991; AMENDING SECTIONS 90-8-104, 90-8-201, AND 90-8-202, 

MCA; AND PROVIDING AN EFFECTIVE DATE." 

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

Section 1. Section 90-8-104, MCA, is amended to read: 

"90-8-104. Definitions. As used in this chapter, 

unless the context requires otherwise, the following 

definitions apply: 

( l) "Board" means the Montana economic development 

board provided for in 2-15-1805. 

(2} "Capital base" means equity capital or--1'\et:-worth 

raised by a certified Montana capital company for which tax 

credits were claimed under this chapter. 

(3) "Certified Montana capital company" means: 

(a) a development credit corporation created pursuant 

to Title 32, chapter 4; or 

~n• t09i>io"•• c~nc·• 
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(b) a profit or nonprofit entity organized and 

existing under the laws of Montana, created for the purpose 

of making venture or risk capital available for qualified 

investments and that has been certified by the board. 

(4} "Montana business" means a business which is 

located or principally based within Montana. 

(5) "Qualified investment•• means a debt or equity 

financing of or a purchase and leaseback financing of a 

Montana business that meets both of the following criteria: 

(a) the business is engaged in one or more of the 

following activities: 

(i) manufacturing; 

(ii) agricultural, fishery, or forestry production and 

processing; 

(iii) mineral production and processing, except for 

conventional oil and gas exploration; 

(iv} recognized nonfossil forms of energy generation as 

defined in 15-32-102(5); 

(v) transportation; 

(vi) research and development of products or processes 

associated with any of the activities enumerated in (i) 

through (v) above; 

(vii) wholesale or retail distribution activities for 

which products produced in Montana comprise 50% or more of 

the gross sales receipts; 

-2- SB 22 
SECOND READING 
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(viii) any activity conducted in the state for which 

50\ or more of the gross receipts are derived from the sale 

of products or services outside Montana; and 

(ix) tourism: and 

(b) the business is a small business as defined in 

rules adopted by the board. 

(6) "Qualified Montana capital company" means a 

certified Montana capital company that has been designated a 

qualified capital company under the provisions of 90-8-202 

so that investors in the company may receive the tax credits 

authorized in 90-8-202.'' 

Section 2. Section 90-8-201, MCA, is amended to read: 

"90-8-201. Certification of Montana capital companies. 

(1) Every 6 months, commencing January 1, 1984, or 3 months 

after rules are adopted to implement this chapter, whichever 

occurs first, the board shall certify Montana capital 

companies~ A company seeking to· be certified as a Montana 

capital company must make written application to the board 

on forms provided by the board~ The application must contain 

the information required by 90-8-204 and such other 

information as the board requires. The application and 

certificate must specify the level of capitalization that 

the company expects to qualify for the tax credits provided 

for in 90-8-202. 

(2) The application must show that the applicant's 
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purpose is to @ftee~ra9e--and--a~~i~t--in--the--ereation, 

0e¥e~opmefttr-aftd-expansion-or-Montofta-based--Ottsine~ses--and 

~o--p~e¥i~@--maMim~m--oppore~n±ties--rer--the--employment-o€ 

Moneanans-by-ma~inq-¥entttre-eapitat-a¥aitabie-eo-sound-smatl 

Montana-r~~ms increase the general economic welfare of the 

state of Montana by: 

(a) making investment capital available to businesses 

in Montana; and 

(b) allowing for investment of up to 25% of its funds 

in businesses outside Montana if such invest~ent is likely 

to produce an investment in Montana. 

(3) Certifiable applicants include but are not limited 

to local and community development corporations, small 

business administration 503 corporations, and small business 

investment companies. 

(4) Certification is a prerequisite to and must be 

completed before seeking designation as a qualified capital 

company." 

section 3. section 90-8-202, MCA, is amended to read: 

"90-8-202. Designation of qualified Montana capital 

companies -- tax credit. (1) The board shall designate as 

qualified Montana capital companies those certified 

companies that have been privately capitalized at a minimum 

level of $200,000. A certified company seeking designation 

as a qualified Montana capital company must make written 

-4- SB 22 
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application to the board on forms provided by the board. 

The application must contain the information required by 

90-B-204 and such other information as the board requires. 

(2) ~The total amount of tax credits authorized for 

a single qualified company may not exceed $~T5r9&& 

$1,500,000. In the event the capitalization of the company 

is later increased, the company may apply for authorization 

of additional tax credits within the foregoing limitation. 

~ The total credits authorized for all companies may 

not exceed a total of $1 million prior to June 30, 1985. The 

total credits authorized for all companies between July 1, 

1985, and June 30, 1987, may not exceed $1 million plus any 

portion of the $1 million available for authorization before 

June 30, 1985, that is allocated to qualified companies. ~ 

total c~edits authorized for all companies between July 1, 

1987, and June 30, 1989, may not exceed $3 million plus any 

portion of the credits available for authorization before 

June 30, 1987, that is allocated to qualified companies. THE 

TOTAL CREDITS AUTHORIZED FOR ALL COMPANIES BETWEEN JULY l, 

1989, AND JUNE 30, 1991, MAY NOT EXCEED $3 MILLION PLUS ANY 

PORTION OF THE CREDITS AVAILABLE FOR AUTHORIZATION BEFORE 

JUNE 30, 1989, THAT IS ALLOCATED TO QUALIFIED COMPANIES. 

ill The credits shall be allocated to qualified 

compan1es in the order that completed applications for 

designation as qualified capital companies are received by 
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the board, and the board shall certify to each such company 

its appropriate allocation. 

t3ti!l Investors in a qualified Montana capital 

company are entitled to the tax credits provided for in 

subsection t4t ~- Funds invested in a certified company 

prior to designation as a qualified Montana capital company 

may, at the discretion of the investor, be placed in an 

escrow account in a Montana financial institution pending 

designation of the company as a qualified Montana capital 

company. 

t4t~ Subject to the provisions of subsection (2), an 

individual, small business corporation, partnership, or 

corporate taxpayer who makes a capital investment in a 

qualified Montana capital company is entitled to a tax 

credit equal to %5% ~of the investment, up to a maximum 

credit of $~5,999 $150~~QQ per taxpayer. The credit may be 

taken against the tax liability imposed on the investor 

pursuant to Title 15, chapter 30 or 31. The credit for 

investments by a small business corporation electing to be 

taxed under 15-31-202 or a partnership may be claimed by the 

small business corporation shareholders or the partners. 

t5ti§l The tax credit allowed under subsection t4t ~ 

is to be credited against the taxpayer's income tax 

liability for the taxable year in which the investment in a 

qualified Montana capital company is made. If the amount of 
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1 the tax credit exceeds the taxpayer's tax liability for the 

2 taxable year, the amount of the credit which exceeds the tax 

3 liability may be carried back or carried forward in 

4 accordance with the provisions of section 46(b) of the 

5 Internal Revenue Code of-1954, as amended. 

6 t6t1ll The tax credit provided for in this section is 

7 available only to those taxpayers who invest in a qualified 

a Montana capital company within 5 E! years of April-i8 7 -i983 

9 July 1, 1987.'' 

10 NEW SECTION. Section 4. Extension of authority. Any 

11 existing authority of the Montana economic development board 

12 to make rules on the subject of the provisions of this act 

13 is extended to the provisions of this act. 

14 NEW SECTION. Section 5. Saving clause. This act does 

15 not affect rights and duties that matured, penalties that 

16 were incurred, or proceedings that were begun before the 

17 effective date of this act. 

18 NEW SECTION. Section 6, Effective date. This act is 

19 effective July 1, 1987. 

-End-
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SENATE BILL NO. 22 

INTRODUCED BY VAN VALKENBURG, C. SMITH, THAYER, HARPER, 

VINCENT, MAZUREK, SIMON, CRIPPEN 

A BILL FOR AN ACT ENTITLED: "AN ACT TO AMEND THE MONTANA 

CAPITAL COMPANY ACT TO REDEFINE "CAPITAL BASE"; TO ALTER 

CERTIFICATION REQUIREMENTS; TO INCREASE THE AMOUNT OF TAX 

CREDITS AVAILABLE TO A SINGLE COMPANY AND ALL COMPANIES; TO 

CONTINUE THE AVAILABILITY OF TAX CREDITS UNTIL JUNE 30, %989 

1991; AMENDING SECTIONS 90-8-104, 90-8-201, ANB 90-8-202, 

AND 90-8-301, MCA; AND PROVIDING AN EFFECTIVE DATE." 

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

Section 1. Section 90-8-104, MCA, is amended to read: 

"90-8-104~ Definitions~ As used in this chapter, 

unless the context [equires otherwise, the following 

definitions apply: 

( 1) "Board" means the Montana economic development 

board provided for in 2-15-1805. 

( 2) •capi tal base" means equity capital or-net:-worth 

raised by a certified Montana capital company for which tax 

credits were claimed under this chapter AND ADDITIONS TO NET 

WORTH CAUSED BY INCREASES IN RETAINED EARNINGS. 

( 3) "Certified Montana capital company 11 means: 

(a) a development credit corporation created pursuant 

~na <09<•,."•• Caundl 
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to Title 32, chapter 4; or " 
(b) a profit or nonprofit entity organized and 

existing under the laws of Montana, created for the purpose 

of making venture or risk capital available for qualified 

investments and that has been certified by the board. 

(4) "Montana business" means a business which is 

located or principally based within Montana. 

(5) "Qualified investment'' means: 

~ a debt or equity financing of er--a--p~rehase--aftd 

!ea~ebaek-iiftaftein~-e£ a Montana business that meets both of 

the following criteria: 

tati!l the business is engaged in one or more of the 

following activities: 

ttt~ manufacturing; 

tiit~ agricultural, fishery, or forestry production 

and processing; 

t~~*tifl mineral production and processing, except for 

conventional oil and gas exploration; 

ti¥t1Ql recognized nonfossil forms of energy 

generation as defined in 15-32-102(5); 

t•ti!l transportation: 

tvitifl research and development of products or 

processes associated with any of the activities enumerated 

in tit ~ through t•t 1!1 above; 

tviit~ wholesale or retail distribution activities 

-2- SB 22 
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for which products produced in Montana comprise SO% or more 

of the gross sales receipts; 

t•~%±t~ any activity conducted in the state for 

which 50% or more of the gross receipts are derived from the 

sale of products or services outside Montana; and 

t±xtill tourism; and 

tbti!!l the business is a small business as defined in 

rules adopted by the board; OR 

(B) A DEBT OR EQUITY FINANCING OF A BUSINESS OUTSIDE 

MONTANA IF SUCH INVESTMENT IS LIKELY TO PRODUCE A QUALIFIED 

INVESTMENT IN MONTANA, AS LONG AS SUCH INVESTMENT DOES NOT 

EXCEED 25% OF THE CAPITAL BASE OF THE CAPITAL COMPANY. 

(6) "Qualified Montana capital company" means a 

certified Montana capital company that has been designated a 

qualified capital company under the provisions of 90-8-202 

so that investors in the company may receive the tax credits 

authorized in 90-8-202.'' 

Section 2. Section 90-8-201, MCA, is amended to read: 

"90-8-201. Certification of Montana capital companies. 

(1) Every 6 months, commencing January 1, 1984, or 3 months 

after rules are adopted to implement this chapter, whichever 

occurs first, the board shall certify Montana capital 

companies. A company seeking to be certified as a Montana 

capital company must make wri·tten application to the board 

on forms provided by the board. The application must contain 
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certificate must specify the level of 

SB 0022/03 

and such other 

Tbe application and 

capitalization that 

the company expects to qualify for the tax credits provided 

for in 90-8-202. 

(2) The application must show that the applicant's 

purpose is to eneotl~a~@--end--a~sist--±n--the--er@ation, 

dev@lepment7~an~-@xpan~ion-o£-Mon~ana-base~--e~s~n@sses--and 

to--provid@--maxim~m--oppe~t~n±t±es--£er--ehe--@mpioyment-of 

Mentanens-by-making-~~nttl~e-ea~~ta%-~~a~%ae±e-to-so~nd-sma~± 

Mottte!'la-Eit'lll.~ incre .se the general economic welfa_re of the 

state of Montana by: 

(a) making investment capital available to businesses 

in Montana: an_~ 

jb) allowing for investment of up to 25% of its funds 

in businesses outside Montana if such investment is likely 

to produce an A QUALIFIED investment in Montana. 

(3) Certifiable applicants include but are not limited 

to local and community development corporations, small 

business administration 503 corporations, and small business 

investment companies. 

(4) Certification is a prerequisite to and must be 

completed before seeking designation as a qualified capital 

company." 

Section 3. Sect.ion 90-8-202, MCA, is amended to read; 

-4- SB 22 
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"90-8-202. Designation of qualified Montana capital 

companies -- tax credit. (1) The board shall designate as 

qualified Montana capital companies those certified 

companies that have been privately capitalized at a minimum 

level of $200,000. A certified company seeking designation 

as a qualified Montana capital company must make written 

application to the board on forms provided by the board. 

The application must contain the information required by 

90-8-204 and such other information as the board requires. 

(2) l!l The total amount of tax credits authorized for 

a single qualified company may not exceed $375 1 999 

$1,500,000. In the event the capitalization of the company 

is later increased, the company may apply for authorization 

of additional tax credits within the foregoing limitation. 

~ The total credits authorized for all companies may 

not exceed a total of $1 million prior to June 30, 1985. The 

total credits authorized for all companies between July 1, 

1985, and June 30, 1987, may not exceed $1 million plus any 

portion of the $1 million available for authorization before 

June 30, 1985, that is allocated to qualified companies. The 

total credits authorized for all companie~ between July 1, 

1987, and June 30, 1989, may __ not exceed $3 million plus any 

portion of the credits available for authorization before 

June 30, 1987, th.:~t i_s allocated to qualified companies. THE 

TOTAL CREDlTS AUTHORIZED FOR ALL COMPANIES BETWEEN JULY l, 
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1989, AND JUNE 30, 1991, MAY NOT EXCEED $3 MILLION PLUS ANY 

PORTION OF THE CREDITS AVAILABLE FOR AUTHORIZATION BEFORE 

JUNE 30, 1989, THAT IS ALLOCATED TO QUALIFIED COMPANIES. 

ill The credits shall be allocated to qualified 

companies in the order that completed applications for 

designation as qualified capital companies are received by 

the board, and the board shall certify to each such company 

its appropriate allocation. 

t3ti!l Investors in a qualified Montana capital 

company are entitled to the tax credits provided for in 

subsection t4t ~· Funds invested in a certified compdny 

prior to designation as a qualified Montana capital company 

may, at the discretion of the investor, be placed in an 

escrow account in a Montana financial institution pending 

designation of the company as a qualified Montana capital 

company. 

t4ti2l Subject to the provisions of subsection {2), an 

individual, small business corporation, partnership, or 

corporate taxpayer who makes a capital investment in a 

qualified Montana capital company is entitled to a tax 

credit equal to %5% 50% of the investment, up to a maximum 

credit of $r5,eee $150,000 per taxpayer. The credit may be 

taken against the tax liability imposed on the investor 

pursuant to Title 15, chapter 30 or 31. The credit for 

investments by a small business corporation electing to be 
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taxed under 15-31-202 or a partnership may be claimed by the 

small business corporation shareholders or the partners. 

t5ti£1 The tax credit allowed under subsection t4t ~ 

is to be credited against the taxpayer's income tax 

liability for the taxable year in which the investment 1n a 

qualified Montana capital company is made. If the amount of 

the tax credit exceeds the taxpayer's tax l; ,.jility for the 

taxable year, the amount of the credit which exceeds the tax 

liability may be carried back or carried forward in 

accordance with the provisions of section 46(b) of the 

Internal Revenue Code of-1954, as amended, 

t6tlll The tax credit provided for in this section is 

available only to those taxpayers who invest in a qualified 

Montana capital company within 5 ~ i years of Apr~i-i87-T983 

~_!_, 1987." 

SECTION 4. SECTION 90-8-301, MCA, IS AMENDED TO READ: 

''90-8-301. Qualified investments penalty. ( 1) A 

qualified Montana capital company receiving investments for 

which a taxpayer has applied and received a tax credit must 

use its capital base to make qualified investments according 

to the following schedule: 

{a) at least 30% of its capital base raised through 

investments for which tax credits were taken within 3 years 

of the date on which the certified company was designated as 

a qttalified certified capital company by the board, and at 
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least 30% of its capital base caused by increases in 

retained earnings within 3 years of the end of the fiscal 

year during which the retained earnings were earnedi 

(b) at least 50% of its capital base raised through 

investments for which tax £redits were taken within 4 years 

of the date on which the certified coi"tJany was designated as 

a qualif±~d certified capital company by the board, and dt 

least 50% of its capital base caused by increases i~ 

retained earnin9:=;_ wittun 4 years of the end of the fiscal 

year during which th>- _reta_ined earninqs were earned; and 

(c) at least 70% of its capital base raised_~~~ 

investments for which tax credits were taken within 5 years 

of the date on which the certified company was designated as 

a q~a~~r~ed certified capital company by the board, and at 

least 70% of its capital base caused ~ increases in 

retained earnings within 5 years of the end of the fiscal 

year dur_~ng which the retained earnin___g_§ were earned. 

(2) Following each annual examination, the 

commissioner of financial institutions shall notify the 

department of revenue of any companies that are not in 

compliance with this section. 

(3) A qualified Montana capital company that fails to 

make qualified investments pursuant to subsection (1) shall 

pay to the department of revenue a penalty equal to all of 

the tax credits allowed to the taxpayers investing in that 
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1 company during that time period, with interest at 1\ a month 

2 from the date the tax credits were certified as allocated to 

3 the qualified Montana capital company. The department of 

4 revenue may abate the penalty if the capital company 

s establishes reasonable cause for the failure to make 

6 qualified investments pursuant to subsection (1} and that 

7 the failure was not due to neglect on the part of the 

8 company. The department of revenue shall deposit any amount 

9 received under this subsection to the credit of the state 

10 general fund." 

11 NEW SECTION. Section 5. Extension of authority. Any 

12 existing authority of the Montana economic development board 

13 to make rules on the subject of the provisions of this act 

14 is extended to the provisions of this act. 

15 NEW SECTION. Section 6. Saving clause. This act does 

16 not affect rights and duties that matured, penalties that 

17 were incurred, or proceedings that were begun before the 

18 effective date of this act. 

19 NEW SECTION~ Section 7. Effective date. This act is 

20 effective July 1~ 1987. 

-End-
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SENATE BILL NO. 22 

INTRODUCED BY VAN VALKENBURG, C. SMITH, THAYER, HARPER, 

VINCENT, MAZUREK, SIMON, CRIPPEN 

A BILL FOR AN ACT ENTITLED: "AN ACT TO AMEND THE MONTANA 

CAPITAL COMPANY ACT TO REDEFINE "CAPITAL BASE"; TO ALTER 

CERTIFICATION REQUIREMENTS; TO INCREASE THE AMOUNT OF TAX 

CREDITS AVAILABLE TO A SINGLE COMPANY AND ALL COMPANIES; TO 

CONTINUE THE AVAILABILITY OF TAX CREDITS UNTIL JUNE 30, ~969 

199_l; AMENDING SECTIONS 90-8-104, 90-8-201, ANB 90-B-202, 

AND 90-8-301, MCA; AND PROVIDING AN EFFECTIVE DATE." 

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

Section 1. Section 90-8-104, MCA, is amended to read: 

"90-8-104. Definitions. As used in this chapter, 

unless the context requires otherwise, the following 

definitions apply: 

( l) "Board" means the Montana economic development 

board provided for in 2-15-1805. 

(2} "Capital base" means equity capital or-net-wot"th 

raised by a cei"tif ied Montana caei.tal company for which tax 

credits were claimed under this chapter AND ADDITIONS TO NET 

WOR'fH CAUSED BY INCREASES IN RETAINED EARNINGS. 

( 3) ''Certified Montana capital company'' means: 

{a} a development credit corporation created pursuant 

~•n• '••'"""• council 

SB 0022/04 

1 to Title 32, chapter 4; or 

2 (b) a profit or nonprofit entity organized and 

3 existing under the laws of Montana, created for the purpose 

4 of making venture or risk capital available for qualified 

5 investments and that has been certified by the board. 

6 ( 4) "Montana business" means a business which is 

7 located or principally based within Montana. 

8 (5) ''Qualified investment" means_:_ 

9 ~ a debt or equity financing of o~--B--pttrena~e--o~d 

10 iea~ebaeK-fina~e~~9-of a Montana business that meets both of 

ll the following criteria: 

12 tatill the business is engaged in one or more of the 

13 following activities: 

14 tit~ manufacturing; 

15 ti±t~ agricultural, fishery, or forestry production 

l6 and processing; 

l7 ttittiSl mineral production and processing, except for 

18 conventional oil and gas exploration; 

19 t~~tlQl recognized nonfossil forms ot energy 

20 generation as defined in 15-32-102{5); 

21 tvt_L!U lransportdtion; 

22 tviti[l research and development of products or 

23 processes associated with any of the activities enumerated 

24 in tit ~ through t~t iEl above; 

25 tviit~) wh8lesale or retail distribution activities 
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for which products produced in Montana comprise SO~ or more 

of the gross sales receipts; 

tv:i-±i:tilU_ any activity conducted in the state for 

which 50% or more of the gross receipts are derived from the 

sale of prodtJcts nr services outside Montana; and 

tt~tl!l tourism; and 

t~tl!!l the business is a small business as defined in 

rules adopted by the board; OR 

(B) A DEBT OR EQUITY FINANCING OF A BUSINESS OUTSIDE 

MONTANA IF SUCH INVESTMENT IS LIKELY TO PRODUCE A QUALIFIED 

INVESTMEN1' IN MONTANA, AS LONG AS SUCH INVESTMENT DOES NOT 

EXCEED 25% OF THE CAPITAL BASE OF THE CAPITAL COMPANY. 

I 6} "Qualified Montana capital company" means a 

certified Montana capital company that has been designated a 

qualified capital company under the provisions of 90-8-202 

so that investors in the company may receive the tax credits 

authorized in 90-8-202.'' 

Section 2. Section 90-8-201, MCA, is amended to read: 

"90-8-201. Certification of Montana capital companies. 

(l) Every 6 months, commencing January 1, 1984, or 3 months 

after rules are adopted to implement this chapter, whichever 

occurs first, the board shall certify Montana capital 

companies. A company seeking to be certified as a Montana 

capital company must make written application to the board 

on forms provided by the board. The application must contain 
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by 90-B-204 and 

requ1res. The 
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s:..~.ch other 

application and 

certificate must specify the level of capitalization that 

the company expects to qualify for the tax credits provided 

for in 90-8-202. 

(2) The application must show that the applicant's 

purpose is to eneottr89e--and--a~~~~t--in--~ne--ereatton, 

~e~elepment,-and-expan~ien-of-Montana-b6sed--btlsines~es--end 

to--p~o~±de--max~mttm--oppor~tt~~~~e~--eo~--~~e--empiayment-oE 

Monte"en~-by-mak~ng-ven~tlre-eap~~a~-e~6~Yae~e-to-~atlnd-~meii 

Mo"te"e-£±rm~ increase the general economic welfare ~t the 

state of Mo~!_~~~k?..Y: 

(a) making investment capital available L~ businesses 

ln Montana; and 

(b) allowing for investment o~_ to 251 of its ft1nd~ 

CAPITAL BASE 1n businesses cutside Montana if ~tteh 

±nvestm~nt-~~-±±~~ly-t~ THERE IS A SUBS~ANTIAL LIKELIHOOD 

THAT SUCH INVESTMENT WILL produce en A QUALIFIED investment 

in Montana. 

(3) Certifiable applicants include but are not limited 

to local and community development corporations, small 

business administration 503 corporations, and small business 

investment companies. 

(4) Certification is a prerequisite to and must be 

completed before seeking designation as a qualified capital 

-4- SB 22 
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company." 

s~ction 3. Section 90-8-202, MCA, is amended to read: 

"90-8-202. Designation of qualified Montana capital 

compan1e~ -- tax credit. (l) The board shall designate as 

qualified Montana capital companies those certified 

compan1es that have been privately capitalized at a rnin1mum 

level of $200,000. A certified company seeking designation 

as a qudlified Montana cdpital company must make written 

application to the board on forms provided by the board. 

The application must contain the information required by 

90-B-204 and ~uch other information as the board requires. 

a 

( 2) ~The total amount of tax credits authorized for 

single qualified company may not exceed ~375,999 

$1,500,000. In the event the capitalization of the company 

is lacer increased, the company may apply for authorization 

ot ~Uditicnal tax credits within the foregoing limitation. 

l£1 The total credits authorized for all companies may 

not exceed a total of $1 million prior to June 30, 1985. The 

total credits authorized for all companies between July 1, 

1985, and June 30, 1987, may not exceed $1 million plus any 

portion uf the $1 million available for authorization before 

June 30, 1985, that is allocated to qualified companies. !he 

to_!:~ c~~~- authorized_ for all companie_§__~etween July-~ 

~-8--lL~~-_.!~ne 30, 1~~9, may not exceed $3 million plus -~ 

par_~ o~ ___ !_~-~-~redits available for authorization before 
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June 30, 1987, that is allocated to~ualified companies. THE 

TOTAL CREDITS AUTHORIZED FOR ALL COMPANIES BETWEEN JULY l, 

.!_~9, AND JUNE 30, 1991, MAY NOT EXCEED $3 MILLION PLUS ANY 

POHTION~HE CREDITS AVAILABLE_ FOR AUTHORIZATION BEFORE 

JUNE 30, 1989, 'lHAT IS ALLOCATED TO QUALIFIED COMPANIES. 

(l_l The credits shall be allocated to qual~tied 

compar1ies 1n the order that completed applications for 

designation as qualified capital compan1es are received by 

the board, and the board shall certify to each such company 

its appropriate allocation. 

t37ill Investors 1n a qualified Morltand capiL~l 

company are entitled to the tax credits provided tor tn 

subsection t4t ~- funds invested in d certified company 

prior tc designation as a qualified Montdna capital company 

may, at the d1scretion of the investor, be placed in dn 

escrow account i11 a Montana financial institution pending 

designation of the company as a qualified Montana capital 

company. 

t4t~ Subject to the provisions of subsection (2), an 

individual, small business corporati~n, partnership, or 

corporate taxpayer who makes a capital investn1ent in <i 

qualified Montana capital company 1s entit1ed to a tax 

credit equal to iS% 50\ of the investment, !Jp to a maximum 

credit of $~5,999 $15~,000 per taxpay~r. The credit may be 

taken against the tax liability imposed on the investor 

-6- 59 22 
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pursuanc to Title 15, chapter 30 or 31. The credit for 

investments by a small business corporation electing to be 

taxed under 15-31-202 or a partnership may be claimed by the 

small business corporation shareholders or the partners. 

t5t~ The tax credit allowed under subsection t4t ~ 

is to be credited against the taxpayer's income tax 

liability for the taxable year in which the investment in a 

qualified Montana capital company is made. If the amount of 

the tax credit exceeds the taxpayer's tax liability for the 

taxable year, the amount of the credit which exceeds the tax 

liability may be carried back or carried forward in 

accordance with the provis1ons of section 46(b) of the 

Internal Revenue Code of-±954, as amended. 

t6till The tax credit provided for in this section is 

available ·only to those taxpayers who invest in a qualified 

Montana capital company within 5 ~ 4 years of A~~tl-±87-±983 

.J_u_l_y_ l, 1987." 

SECTION 4. SECTION 90-8-301. ,MC~_IS AMENDED TO READ: 

11 90-8-301. Qualified investments penalty. ( 1) A 

qualified Montana capital company receiving investments for 

which a taxpayer has applied and received a tax credit must 

use its capital base to make qualified investments according 

to the following schedule: 

(a) at least 30% of its capital base raised through 

inves~ments for which tax credits were taken within 3 years 
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of the date on which the certified company was designated as 

a qtl~i~~ied ee~t±~ied QUALIFIED capital company by the 

board, and at least JOt of its capital base caused by 

increases in retained earn_~ within 3 years of the end of 

the fiscal year duri~_ whictt _ t~~---£.~.t~A~.~d ___ ~~-Qi:~!.t? ~Nere 

earned; 

(b) at least 50\ of its capital base raised throu~ 

investJ1!ents for which tax credits were taken within 4 years 

of the date on which the certified company was designated as 

a qtla±±~±~~ ee~t±!i~~ QUALIFIED capital con1pany by th~ 

board, and at least 50% of its capital base caused __ ~ 

increases in retained earnings within 4 years ot the end of 

the fiscal year during which the retained earn1ngs !Nere 

earne~; and 

(c) at least 70% of its capital base raised through 

investments for which tax credits were taken within 5 years 

of the date on which the certified company was designated as 

a qt:2aii:fi~d ee-r-t±~ie~ QUP,_~_~_!'.IEQ capital company by the 

board, and at least 70% of its _c~ital base caused by 

increases in retained ear~within 5 years of the end of 

the fiscal year during which the retained earnings were 

earned. 

(2) Following each annual examination, the 

commissioner of financial institutions shall notify the 

department of revenue of any companies that are not in 
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complia~ce with this section. 

2 (3) A q\talified Montana capital company that fails to 

make q~alified investments pursuant to subsection {1) shall 

4 pay := :~e d~partment of revenue a penalty equal to all of 

5 the tax credits allowed to the taxpayers investing in that 

6 company during that tLme period, with interest at 1% a month 

from :~e date the tdx credits were certified as allocated to 

8 the q~alified Montana capital company. The department of 

9 reve~~e may abate the penalty if the capital company 

10 estab:~shes reasonable cause for the failure to make 

11 qualified investments pursuant to subsection (l) and that 

12 the failure was not due to neglect on the part of the 

13 cornpa~y. The department of revenue shall deposit any amount 

14 rece11ed under this subsection to the credit of the state 

15 ger1e~al fund." 

lG ~.;:::-~ _§_ECT_!_S_l_N:_ Section S. Extension of authority. Any 

17 ex1s~-~g authority oE the Montana economic development board 

18 to ~a~e rules on the subject of the provisions of this act 

19 cs ex~ended to the provisions oE this act. 

20 S~W SECTION. Section 6. Saving clause. This act does 

21 not 3ffect rights and duties that matured, penalties that 

22 were -~curred, or proceedings that were begun before the 

23 efEec:~ve date of th1s act. 

24 :~:::w SECTIOf<!_._ Seclion 7. Effective date. This act is 

2~ e~fec~~ve July J, 1987. 
-J:.:J-,0-
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HOUSE 
STANDING COMMITTEE REPORT 

--------~AP~R~rr~·~9 _________ 19 87 

Mr. Speaker: We, the committee on _____ _nH.uOcuii""'S[J.;E.__.TJ:.A:a...:X~.tA:UTuiL.J.O.n.NL-________________________ _ 

D do pass me concurred in 
D do not pass 0 be not concurred in 

Be amended as follows: 

1. Page 4, line 15 
Following: "its" 
Strike: "fundS" 
Insert: "capital base'' 

2. Page 4, lines 16 and 17 
Following: "if" on line 16 

ill as amended 
D statement of intent attached 

amirez 
1
Chairman 

Strike: remainder of line 16 through "to" on line 17 
Insert: "there is a substantial likel'l!hood that such 

investment will" 1 

3. Page 7, line 25 
Strike: "certified" 
Insert: "qualified" 

4. Page 8, line 7 
Strike: "certified" 
Insert: "qualified" 

5. Page 8, line 14 
Strike: "certified" 
Insert: "qualified" 
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