
SENATE BILL NO. 298 

INTRODUCED BY NEUMAN, HIMSL, BARDANOUVE, JACOBSON, 
M. WILLIAMS, HALLIGAN, MAZUREK, POULSEN, MANUEL, ADDY, 

SPAETH, LYBECK, HARP, GRADY, GLASER 

FEBRUARY 5, 1987 

FEBRUARY 18, 1987 

FEBRUARY 19, 1987 

FEBRUARY 20, 1987 

FEBRUARY 21, 1987 

FEBRUARY 23, 1987 

FEBRUARY 24, 1987 

r-1ARCH 20, 1987 

M..ARCH 28 I 1987 

MARCH 30, 1987 

BY REQUEST OF THE GOVERNOR 

IN THE SENATE 

INTRODUCED AND REFERRED TO COMMITTEE 
ON BUSINESS & INDUSTRY. 

COMMITTEE RECOMMEND BILL 
DO PASS AS AMENDED. REPORT ADOPTED. 

PRINTING REPORT. 

SECOND RE.~.DING, DO Pl~SS .. 

ENGROSSING REPORT. 

THIRD READING, PASSED. 
AYES, 30; NOES, 19. 

TRANSMITTED TO HOUSE. 

IN THE HOUSE 

INTRODUCED AND REFERRED TO COMMITTEE 
ON BUSINESS & LABOR. 

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

SECOND READING, CONCURRED IN. 

THIRD READING, CONCURRED IN. 
AYES, 87; NOES, 9. 

RETURNED TO SENATE WITH AMENDME~TS. 



APRIL 2, 1987 

APRIL 3, 1987 

APRIL 14, 1987 

APRIL 16, 1987 

APRIL 17, 1987 

APRIL 20, 1987 

APRIL 21, 1987 

APRIL 21, 1987 

IN THE SENATE 

RECEIVED FROM HOUSE. 

SECOND READING, AMENDMENTS NOT 
CONCURRED IN. 

ON MOTION, CONFERENCE COMMITTEE 
REQUESTED AND APPOINTED. 

IN THE HOUSE 

ON MOTION, CONFERENCE COMMITTEE 
REQUESTED AND APPOINTED. 

IN THE SENATE 

CONFERENCE COMMITTEE REPORTED. 

SECOND READING, CONFERENCE COMMITTEE 
REPORT ADOPTED. 

THIRD READING, CONFERENCE COMMITTEE 
REPORT ADOPTED. 

IN THE HOUSE 

CONFERENCE COMMITTEE 
REPORT ADOPTED. 

IN THE SENATE 

SENT TO ENROLLING. 
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MONTANA ECONOMIC DEVELOPMENT 

BOARD AND THE BOARD OF INVESTMENTS; TRANSFERRING TO THE NEW 

BOARD OF INVESTMENTS THE FUNCTIONS OF THE ABOLISHED BOARDS; 

ALLOCATING THE NEW BOARD OF INVESTMENTS TO THE DEPARTMENT OF 

COMMERCE; AMENDING SECTIONS 7-6-1103, 7-7-2259, 7-7-4259, 

17-5-1502' 17-5-1503' 17-5-1604, 17-5-1605, 17-5-1630, 

17-6-201, 17-6-302, 80-14-102, 90-6-104, AND 90-8-104, MCA; 

REPEALING SECTIONS 2-15-1005 AND 2-15-1805 THROUGH 

2-15-1807, AND 17-6-307, MCA; AND PROVIDING AN EFFECTIVE 

DATE. 11 

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

NEW SECTION. Section 1. Board of investments 

allocation -- composition quasi-judicial. (l) There is a 

board of investments within the department of commerce. 

(2) Except as otherwise provided in this subsection, 

the board is allocated to the department for administrative 

purposes as prescribed in 2-15-121. The board may employ an 

23 ~'l'rr investment officer, an assistant investment officer, and an 

24 executive director who have general responsibility for 

25 selection and management of the board's staff and for direct 
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investment and economic development activities. The 

investment officer, assistant investment officer, and 

executive director serve at the pleasure of the board. The 

board shall prescribe the duties and annual salaries of its 

professional staff positions. 

(3) The board is composed of nine members appointed by 

the governor as prescribed in 2-15-124. The members are: 

(a) one member from the public employees• retirement 

board provided for in 2-15-1009 and one member from the 

teachers• retirement board provided for in 2-15-1010. If 

either member ceases to be a member of the retirement board, 

the position of that member on the board of investments is 

vacant, and the governor shall fill the vacancy in 

accordance with 2-15-124. 

(b) seven members who are informed and experienced in 

the subject of investments and who are representative of the 

financial community, small business, agriculture, and labor, 

to provide a balance of professional expertise and public 

interest and accountability. 

{4) The board is designated as a quasi-judicial board 

for the purposes of 2-15-124. 

NEW S~CTION. Section 2. Montana economic development 

board abolished functions transferred. The Montana 

economic development board, created by 2-15-1805, lS 

abolished, and its functions are transferred to the board of 
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investments created in section 1. 

NEW SECTION. Section 3. Board of investments 

abolished functions transferred. 'I' he board of 

investments, created by 2-15-1005, is abolished, and its 

functions are transferred to the board of investments 

created in section 1. 

section 4. Section 7-6-1103, MCA, is amended to read: 

"7-6-1103. Issuance and sale of short-term obligations 

procedure. (1) The issuance of short-term obligations 

must be authorized by an ordinance of the governing body 

that fixes the maximum amount of the obligations to be 

issued or, if applicable, the maximum amount which may be 

outstanding at any time, the maximum term and interest rate 

or rates to be borne thereby, the manner of sale, maximum 

price, form including bearer or registered as provided in 

Title 17, chapter 5, part 11, terms, conditions, and the 

covenants of the obligations. Short-term obligations issued 

under this section shall bear such fixed or variable rate or 

rates of interest as the governing body considers to be in 

the best interests of the local government. Variable rates 

of interest may be fixed in relationship to such standard or 

index as the governing body designates. 

(2) The governing body may sell 

obligations at par or at a discount: 

the short-term 

(a) at private negotiated sale to the Mont8n8-eeonomie 
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1 de~e~opment board of investments as provided in Title 17, 
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chapter 5, part 16; or 

(b) at public sale to any other person. Any public 

sale must be noticed as provided in 7-7-4434(2).'' 

Section 5. Section 7-7-2259, MCA, is amended to read: 

''7-7-2259. Delivery of bonds. ( 1) If the board of 

investments is the purchaser of the bonds, the county 

treasurer shall forward the registered bonds to the 

department of edm±"±strat±on commerce. The department shall 

deliver them to the state treasurer! and payment therefor 

shall be made in the manner provided by law. 

(2) If the bonds are purchased by other investors, the 

county treasurer shall deliver the bonds to the purchaser 

upon receiving full payment therefor.'' 

Section 6. Section 7-7-4259, MCA, is amended to read: 

''7-7-4259. Delivery of bonds. ( 1) If the board of 

investments is the purchaser of the bonds, the city 

treasurer or town clerk shall forward the registered bonds 

to the department of edmi-n±~t'l"e.t±on commerce. The department 

shall deliver them to the state treasurer, and payment 

therefor shall be made in the manner provided by law. 

(2) If the bonds are purchased by other investors, the 

city treasurer or town clerk shall deliver the bonds to the 

purchaser upon receiving full payment therefor." 

Section 7. Section 17-5-1502, MCA, is amended to read: 

-4-



2 

3 

4 

5 

6 

7 

B 

9 

10 

ll 

12 

l3 

14 

15 

16 

17 

16 

19 

20 

2l 

22 

23 

24 

25 

LC 1367/01 

''17-5-1502. Legislative declaration. ( 1) It is the 

policy of the state of Montana, in the interest of promoting 

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

the state, to increase job opportunities and to retain 

existing jobs b.y making available, through the l!~onom2:e 

de~eiopmen~ board of investments, funds for industrial, 

commercial, manufacturing, natural resource, agricultural, 

livestock, recreational, tourist, and health care 

development. 

(2) The legislature finds that: 

(a) a vigorous, diversified, and growing economy is 

the basic source of job opportunities; 

(b) protection against unemployment and its economic 

burdens and the spread of economic stagnation can best be 

provided by promoting, attracting, stimulating, and 

revitalizing a diversified economy with contributions from 

industry, manufacturing, commerce, natural resource 

development, agriculture, livestock, recreation, tourism, 

and health care facilities; and 

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

create a favorable climate for new and improved job 

opportunities and a stable, growing, and healthy economy for 

ics citizens by encouraging the development of business." 

Section 8. Section 17-5-1503, MCA, is amended to read: 

''17-5-1503. Definitions. As used in this part, unless 
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the context requires otherwise, the following definitions 

apply: 

(1} "Board" means the Montana--eeenel'rl.i-e-~evelopment 

board of investments created in i-!5-!885 (section 1]. 

(2) 
11 Bond" means any bond, note, debenture, interim 

certificate, or other evide~ce of financial indebtedness 

issued by the board pursuant to this part. 

( 3) "Department" means the department of commerce 

provided for in 2-15-1801. 

(4) ''Financial institution" means any bank, savings 

and loan association, credit union, development credit 

corporation, insurance company, investment company, trust 

company, savings institution, or other financial institution 

approved by the board and maintai~ing an office in the 

state. 

(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 bouP.daries of an 

incorporated municipality. 

( 6) "Major project" mear.s a projec~ 'Nhose cost or 

appraised value exceeds $800,000. 

(7) ''Project'' means a project as defined in 90-5-101. 

{8) ''Project costs'' means the costs of acquiring or 

improving any project, including the following: 

-6-
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{a} the actual cost of 

estate for any project; 

acquiring 0[ improving real 

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

oE a project, including architects' and engineers' fees; 

(C) all expenses in connection with the authorization, 

sale, and issuance of the bonds to finance such acquisition 

Or" improvement; 

{d) bond reserves and premiums for insurance Q[ 

guaranty of loan payments or lease rentals pledged to pay 

the bonds; and 

(e) the i~terest on such bonds for a teaso11able time 

prior to constrc;_ction, during construction, and not 

exceeding 6 monchs after completion of cons~rucLion.'' 

Section 9. Section 17-5-1604, MCA, is amended to read: 

"17-5-1604. Definitions. As used in this part, the 

following defin1t1ons apply: 

i 1) ''Board'' means the Montsna--~e~nem±e-~eve~op~ene 

board of investments created in :2-:I::~-±99S. [section l]. 

(2) ~Department~ 

created in 2-15-1801. 

means the departm~nt of comrr.erce 

( 3} "Local government unit" means any rnun i c ipa l 

corporation or political subdivision of the state, including 

without limitation any city, town, county, school district, 

or other special taxing district. 

( 4) "Reserve fund" means the municipal finance 
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consolidation act reserve fund created in 17-5-1630.'' 

Section 10. Section 17-5-1605, MCA, 1s amended 

read: 

to 

"17-5-1605. Montana e~onom~e--~e~e±op~en~ board of 

investments to implement. ~he Montana eeenemie--~ev~tepmen~ 

board cf investments may make and enL:.rce crC.cr3, .rules, a:-.d 

bylaws that aLe necessary or desirab:e for: ::-he 

implea;entation of this r;a:::'t." 

Sec:::ion ll. Section 17-5-1630, MC.~, .:..s a:nenaec: L_(-_. 

read: 

"~7-5·-l630. Reser-ve Eu>1rl. :I The board sr:all 

establish .;~.nd m.::..;.nta.in ~ rr:unicipal finance consolida-:_ion ac:: 

reserve fur:d, to whic~ ~nAre sha:I be depoGi t.::··.i '-.~:: 

transferred: 

(a) all money appropriated by the ~egislattlre fer ~hE 

Pl'rpose:co t)f t~e fc.:.nd in accc~·d2..---;cc wi; h :..he pc·cvlslor:s 

subse:.:::t:l'.)n ( 4); 

(b) ""~ l prt.>:::'ee·is -~ bc.:1.d~;, :-equ.i.ccO ·-·--' Le .JeFOSited 

the fund by term3 of a can:ract between ttl~ board and 

bondholdPrs or a resoluticn cE the board ~ith respect tc 

proceeds of oonds; 

.• f 

'_::; 

1:n~ 

{c) the proceeds of any bond issue of the stdt~ that 

is authori~ed for such purpose~ 

(d) all other money appropriated by the legislature t~ 

the reserve fundi and 

-8-



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

LC 1367/01 

(e) any other money or funds of the board that it 

decides to deposit in the fund. 

(2) All money held in the reserve fund shall be used 

solely for the payment of the principal of or interest on 

the bonds or notes secured in whole or in part by the fund 

or the debt service fund payments with respect to the bonds 

or notes, the purchase or redemption of the bonds or notes, 

the payment of interest on the bonds or notes, or the 

payment of any redemption premium required to be paid when 

the bonds or notes are redeemed prior to maturity. Money in 

the reserve fund may not be withdrawn at any time in an 

amount that reduces the fund to an amount less than the sum 

of minimum reserve requirements established in the 

resolutions or indentures of the board for the fund except, 

with respect to bonds or notes secured in whole or in part 

by the fund, for the purpose of making payment when due of 

principal, interest, redemption premiums, and debt service 

fund payments for the payment of which other money pledged 

is not available. 

(3) Money in the reserve fund in excess of the 

required reserve may be withdrawn at any time by the board 

and transferred to another fund or account of the board 

established for purposes of this part, but not to any other 

fund or account. 

(4) Nothing in this section creates a debt or 
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liability of the state. 

(5} Notwithstanding any provision of Title 17, chapter 

6, the board o£-in~e~~mene~ may lend money for deposit to 

the reserve fund in an amount equal to any deficiency in the 

required debt service reserve. The loans shall be made on 

such reasonable terms and conditions as the board considers 

proper a~d--a~-may-e~-a~~~~d-~pon-betwee~-th~-hoa~d-aftd-~he 

board-o£-±nve~tm~~t~, including without limitation terms and 

conditions providing that the loans need not be repaid until 

the obligations of the board secured and to be secured by 

the reserve fund are no longer outstanding.'' 

Section 12. Section 17-6-201, MCA, is amended to read: 

''17-6-201. Unified investment program general 

provisions. (1} The unified investment program directed by 

Article VIII, section 13, of the ~972 Montana constitution 

to be provided for public funds shall be administered by the 

board of investments end-the--Montane--eeonomie--de~eiopment 

boe~d in accordance with Artiei~-Yfifr-~~etion-±3 7 -of-the 

Montena-een~t±t~t±on-and the prudent expert principle~ which 

requires any investment manager tJ: 

(a) discharge his duties with the care, skill, 

prudence, and diligence, under the circumstances then 

prevailing, that a prudent person acting in a like capacity 

with the same resources and familiar w~th like matters 

exercises in the conduct of an enterprise of a like 

-10-
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character with like aims; 

(b) diversify the holdings of each fund within the 

unified investment program to minimize the risk of loss and 

to maximize th@ rate of return, unless under the 

circumstances it is clearly prudent not to do so; and 

(c) discharge his duties solely in the interest of and 

for the benefit of the funds forming the unified investment 

program. 

{2) Retirement funds may be invested in common stocks 

of any corporation provided that no investment may be made 

at any time which would cause the book value of such 

investments in any retirement fund to exceed 50% of the book 

value of such fund or would cause the stock of one 

corporation to 

retirement fund. 

exceed 2\ of th@ book value of such 

(3) Nothing contained in this section prevents the 

investment in any business activity in Montana, including 

activities that continue existing jobs or create new jobs in 

Montana, if the investment meets the standard of care 

required by this section. In discharging its duties, the 

board or-%~Ye~~me~~~-ertd-~he--Mo~~e~a--eeonomie--developmert~ 

board shall consider the preservation of purchasing power of 

capital during periods of high monetary inflation. 

(4) The board or-~nwe~~mert~~ has the sole authority to 

invest state funds o~her--then--the--Mon~ena--in-s~ate 
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inves~ment-Ettrtd. No other agency may invest such state 

funds. The board shall direct the investment of state funds 

in accordance with the laws and constitution of this state. 

The board has the power to veto any investments made under 

its general supervision. 

(5) The board o£-±n~es~me~~~ shall: 

{a) assist agencies with public money to determine if, 

when, and how much surplus cash is available for investment~ 

(b) determine the amount of surplus treasury cash to 

be invested; 

(c) determine the type of investment to be made; 

(d) prepare the claim to pay for the investment; and 

(e) keep an account of the total of each investment 

fund and of all the investments belonging to such fund and a 

record of the participation of each treasury fund account 

therein. 

(6) The board o£-~n~e~tment~ may: 

(a) execute deeds of conveyance transferring all real 

property obtained through foreclosure of any investments 

purchased under the provisions of 17-6-211 when full payment 

has been received therefor; 

(b) direct the withdrawal of any funds deposited by or 

for the state treasurer pursuant to 17-6-101 and 17-6-105; 

{c) direct the sale of any securities in the program 

at their full and true value when found necessary to raise 

-12-
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money for payments due from the treasury funds for which the 

securities have been purchased. 

{7} The cost of administering and accounting for each 

investment fund shall be deducted from the income therefrom, 

except that such costs of the nonexpendable trust funds 

shall be paid from income otherwise receivable from the 

pooled investment fund, and the amounts required for this 

purpose shall be appropriated by the legislature from the 

respective investment funds.'' 

Section 13. section 17-6-302, MCA, is amended to read: 

"17-6-302. Definitions. As used in this part, unless 

the context requires otherwise, the following definitions 

apply: 

(1) "Board 11 means the Mol'lt:l!!nl!!--eeor"lol'l!.1:e--d.4!veiopmel"l~ 

board of investments ~~tabi±~ked--ift-~-%5-±895 created in 

[section 1}. 

(2) ~clean and healthful environment" means an 

environment that is relatively free from pollution which 

threatens human health, including as a minimum, compliance 

with federal and state environmental and health standards. 

( 3) "Employee-owned enterprise" means any enterprise 

at least 51\ of whose stock, partnership interests, or other 

ownership interests is owned and controlled by residents of 

Montana each of whose principal occupation is 

employee, officer, or partner of the enterprise. 
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(4) "Financial institution" includes but is not 

limited to a state- or federally chartered bank or a savings 

and loan association, credit union, or development 

corporation created pursuant to Title 32, chapter 4. 

(5) "Loan participation" means loans or portions 

thereof bought from a financial institution. 

(6) "Locally owned enterprise" means any enterprise 

51\ of whose stock, partnership interests, or other 

ownership interests are owned and controlled by residents of 

Montana. 

(7) "Long-term benefit to the Montana economy" means 

an activity that strengthens the Montana economy and that 

has the potential to maintain and create jobs, increase per 

capita income, or increase Montana tax revenues in the 

future to the people of Montana, either directly 

indirectly. 

or 

(8) "Montana economy" means any business activity in 

the state of Montana, including those which 

existing jobs or create new jobs in Montana. 

continue 

(9) "Montana in-state investment fund" means the fund 

established by 17-6-305. 

(10) "Service fees" means the fees normally charged by 

a financial institution for servicing a loan, including 

amounts charged for collecting payments and remitting 

amounts to the fund." 

-14-
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Section 14. Section 80-14-102, MCA, is amended to 

read: 

"80-14-102. (Temporary) Definitions. As used in this 

chapter, the following definitions apply: 

(1) "Board" means the board of investment:s established 

under ~-r5-r885 [section 1). 

(2) ''Eligible agricultural operation" means any 

person, corporation, partnership, or other entity which is 

engaged in the production of agricultural, livestock, 

poultry, dairy, or fruit or other horticultural products and 

which: 

(a) derives at least 70' of its gross income from such 

production; and 

(b) has total financial liabilities exceeding 30% of 

its total assets. 

(3) ''Eligible lending institution" means a financial 

institution that: 

(a) is eligible to make commercial loansi 

(b) is a public depository of state funds; and 

(c) agrees to participate in the linked deposit 

program established by this chapter. 

( 4) "Linked deposit" means an agreement between the 

board and an eligible financial institution whereby a 

certificate of deposit for a term not exceeding 6 months is 

placed by the board with an eligible lending institution at 
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a rate 1% below the current market rate for such a deposit, 

as determined by the board, provided the institution agrees 

to lend the value of such deposit, pursuant to the deposit 

agreement provided in 80-14-202, to eligible agricultural 

operations a~ an interest rate not exceeding 2 percentage 

points greater than the rate payable on the certificate of 

deposit. (Terminates March 15, 1987--sec. 9, Ch. 5, Sp. L. 

March 1986.)" 

Section 15. Section 90-6-104, MCA, is amended to read: 

"90-6-104. Gp,nfH<11 powers .~f the board. The board rr.ay: 

(l) sue and be sued; 

(2) have a seal; 

( 3) adopt all procedural and substantive rules 

necessary for the administration of this part, including 

rules concerning its mortgage, construction, and temporary 

lending programs; 

(4) make contracts, agreements, and other instruments 

necessary or convenient foe the exercise of its powers under 

this part; 

(5) enter into agreements or other transactions with 

any federal, state, or local governmental agency, any 

persons, and any domestic or foreign partnership, 

corporation, association, or organization in carrying out 

this part; 

(6) enter into agreements under its rules with 
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sponsors, mortgagors, or lending institutions for the 

purpose of regulating the analysis, planning, development, 

and management of housing developments financed in whole or 

in part by the proceeds of its loans or securities and 

mortgage purchase programs; 

(7) enter into agreements or other transactions with, 

and accept grants and the cooperation of, any governmental 

agency in furtherance of this part, including but not 

limited to the development, leasing, maintenance, operation, 

and financing of any housing development; 

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

bequests, and devises and utilize or dispose of them in 

carrying out this part; 

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

incerest, or easement therein by gift, purchase, transfer, 

foreclosure, lease, or otherwise; hold, sell, assign, lease, 

encumber, mortgage, or otherwise dispose thereof; hold, 

sell, assign, or otherwise dispose of any mortgage or loan 

owned by it or in its control or custody; release or 

relinquish any right, title, claim, interest, easement, or 

demand, however acquired, including any equity or right of 

redemption; do any of the foregoing by public or private 

sale, with or without public bidding; commence any action to 

protect or enforce any right conferred upon it by any law, 

mortgage, contract, or other agreement; bid for and purchase 
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property at any foreclosure or other sale or acquire or take 

possession of it in lieu of foreclosure; and operate, 

manage, lease, dispose of, and otherwise deal with such 

property in any manner necessary or desirable to protect its 

interests and the holders of its bonds or notes and 

consistent with any agreement with such holders; 

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

loans; 

(ll) provide general technical serv~ces in the 

analysis, planning, design, processing, construction, 

rehabilitation, 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 

developments for persons and families of lower income and 

the residents thereof with respect to 

training in management, home ownership, 

counseling and 

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 

noteholders, as provided in Title 17, chapter 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 authority enterprise fund; 

{14) sell its loans or securities to the federal 
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national mortgage association or any other agency or 

instrumentality of the United States and 1nvest in the 

capital stock issued by the association or other agency or 

instrumentality to the extent, if any, required as a 

condition of such sale; 

(15) consent, whenever it deems it necessary or 

desirable in fulfilling its purposes, to the modification of 

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

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

contract, mortgage, mortgage loan, mortgage loan commitment, 

construction loan, advance contract, or agreement of any 

kind, subject to any agreement with bondholders and 

noteholders; 

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

connection with making and servicing its loans, notes, 

bonds, commitments, and other evidences of indebtedness and 

in connection with providing technical, consultative, and 

project assistance services. Interest fees and charges shall 

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

board, including operating and administrative expenses and 

reasonable allowances for losses which may be incurred. 

(17) procure insurance against any loss in connection 

with its mortgages and mortgage loans and other assets or 

property in amounts and from insurers as the board considers 

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

acquisition, construction, leasing, operation, or management 

of a housing development; 

(19) issue notes and bonds and replace lost, destroyed, 

or mutilated notes and bonds; 

(20) develop special programs for housing developments 

for veterans of the armed forces of the United States who 

are unable to acquire safe and sanitary housing through 

lending institutions by conventional means; and 

(21) lend money to the econom±c--developm~~~ board of 

investments to establish the Montana economic development 

guaranty fund created by 17-5-1520.'' 

Section 16. 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--e.~ve-%opment 

board of investments provided for in ~-rs-raas [section 1). 

( 2) 

( 3) 

"Capital base'' means equity capital or net worth. 

"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 

existing under the laws of Montana, created for the purpose 

of making venture or risk capital available for qualified 
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investments and that has been certified by the board. 

( 4) "Montana business" means a business 

located or principally based within Montana. 

which is 

{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) 

19 through (v) above; 

20 (vii) wholesale or retail distribution acLivities for 

21 which products produced in Montana comprise 50% or more of 

22 the gross sales receipts: 

2] {viii) any activity conducted in the state for which 

24 50% or more of the gross receipts are derived from the sale 

25 of products or services outside Montana; and 
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defined in 

(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." 

NEW SECTION. Section 17. Repealer. Sections 

2-15-1005, 2-15-1805 through 2-15-1807, and 17-6-307, MCA, 

are repealed. 

NEW SECTION. Section 18. Codification instruction. 

Section 1 is intended to be codified as an integral part of 

Title 2, chapter 15, part 18, and the provisions of Title 2, 

chapter 15, part 18, apply to section 1. 

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

effective July 1, 1987. 

-End-

-22-



STATE OF MONTANA - FISCAL NOTE 
Form BD-15 

In compliance with a written request, there is hereby submitted a Fiscal Note for SB298 , as introduced. 

DESCRIPTION OF .PROPOSED LEGISLATION: 
An act to eliminate the present Board of Investments and the Montana Economic Development Board and create a new 
consolidated Board of Investments. 

ASSUMPTIONS: 
1. Merger is effective July 1, 1987. 
2. The number of Board members will decrease from 14 to 9. 
3. FTE will remain the same as proposed in the Governor's Budget. The total number of exempt positions will 

also remain the same. Salary levels will be increased to allow the new Board of Investments increased 
flexibility in obtaining high level financial expertise. 

4. The staff of the MEDB will move to the present Board of Investment's facility. Adequate space to 
accommodate the two staffs is available. 

5. Funding for the investment activity of MEDB will be provided by the current Board of Investment's 
proprietary account rather than the general fund. 

6. Proprietary funding for investment operations has an impact on the general fund. 12.5% of funds 
appropriated for investment operations are considered lost general fund earnings. 

7. The current MEDB general fund loan for the 87 biennium will be extended through the 89 biennium. 

FISCAL IMPACT: FY88 FY89 
Combined Proposed Combined Proposed 
Original Combined Original Combined 
OBPP Reguests Reguests Difference OBPP Reguests Reguests Difference 

FTE 

Expenditures: 
Personal Services 
Operating 
Equipment 
Local Assistance 
Debt Service 

Office 

TOTAL 

26 

$ 850,030 
449,139 

5,259 
250,000 

9 1 190 
$1,563,618 

26 

$ 896,310 $ 46,280 
505,572 56,433 

12,259 7,000 
250,000 0 

9 1 190 0 
$1,673,331 $ 109,713 

26 26 

$ 849,721 $ 918,401 $ 68,680 
372,379 428,679 56,300 

1,759 1,759 0 
250,000 250,000 0 

3 1924 31 924 0 
$1,477,783 $1,602,763 $ 124,980 

Fiscal Note for 
~/~/1?8'7 

~ntroduced. 

s11 ,.t~r 



.Fiscal .Note Request, SB298, as introduced. 
Form BD-15 
Page 2 

Funding: 
General Fund 
Proprietary 

TOTAL 

Lost General Fund Revenue 

$ 431,262 
1,132,356 

$1,563,618 

General Fund Expenditure Savings 
NET GENERAL FUND SAVINGS 

$ 250,000 
1,423,331 

$1,673,331 

$ 36,372 
181,262 

$ 144,890 

$(181,262) 
290,975 

$. 109,713 

$ 431,262 
1,046,521 

$1,477.783 

$ 250,000 
1,352,763 

$1,602,763 

$ 38,280 
181,262 

$ 142,982 

TECHNICAL OR MECHANICAL DEFECTS IN PROPOSED LEGISLATION OR CONFLICTS WITH EXISTING LEGISLATION: 

$(181,262) 
306,242 

$ 124,980 

Section 1 (2) appears to exempt all professional staff from the classified pay system. To the extent that the 
number of exempt positions increase above the current number and the salaries are adjusted, fiscal impact will 
change. 

slf ur 
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SENATE BILL NO. 298 

APPROVED BY COMM. ON 
BUSINESS & INDUSTRY 

INTRODUCED BY NEUMAN, HIMSL, BARDANOUVE, JACOBSON, 

M. WILLIAMS, HALLIGAN, MAZUREK, POULSEN, MANUEL, ADDY, 

SPAETH, LYBECK, HARP, GRADY, GLASER 

BY REQUEST OF THE GOVERNOR 

A BILL FOR AN ACT ENTITLED: "AN ACT CREATING A NEW BOARD OF 

INVESTMENTS BY ABOLISHING THE MONTANA ECONOMIC DEVELOPMENT 

BOARD AND THE BOARD OF INVESTMENTS; TRANSFERRING TO THE NEW 

BOARD OF INVESTMENTS THE FUNCTIONS OF THE ABOLISHED BOARDS; 

ALLOCATING THE NEW BOARD OF INVESTMENTS TO THE DEPARTMENT OF 

COMMERCE; AMENDING SECTIONS 2-18-103, 7-6-1103, 7-7-2259, 

7-7-4259, 17-5-1502, 17-5-1503, 17-5-1604, 17-5-1605, 

17-5-1630, 17-6-201, 17-6-302, 80-14-102, 90-6-104, AND 

90-8-104, MCA; REPEALING SECTIONS 2-15-1005 AND 2-15-1805 

THROUGH 2-15-1807, AND 17-6-307, MCA; AND PROVIDING AN 

EFFECTIVE DATE." 

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

NEW SECTION. Section l. Board of investments 

allocation -- composition quasi-judicial. [l) There is a 

board of investments within the department of commerce. 

(2) Except as otherwise provided in this subsection, 

the board is allocated to the department for administrative 

purposes as prescribed in 2-15-121. The board may employ an 

~na '•ol<l>tl•• co""'" 
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investment officer, an assistant investment officer, and an 

executive director who have general responsibility for 

selection and management of the board's staff and for direct 

investment and economic development activities. The 

investment officer, assistant investment officer, and 

executive director serve at the pleasure of the board. The 

board shall prescribe the duties and annual salaries of it~ 

THE INVESTMENT OFFICER, ASSISTANT INVESTMENT OFFICER, 

EXECUTIVE DIRECTOR,_ ~~!? _ Tg_R_E:_E professional staff pes it ions. 

(3) The board is composed of nine members appointed by 

the governor as prescribed in 2-15-124. The members are: 

(a} one member from the public employees' retirement 

board provided for in 2-15-1009 and one member from the 

teachers' retirement board provided for in 2-15-1010. If 

either member ceases to be a member of the retirement board, 

the position of that member on the board of investments is 

vacant, and the governor shall fill the vacancy in 

accordance with 2-15-124. 

(b) seven members who are informed and experienced in 

the subject of investments and who are representative of the 

financial community, small business, agriculture, and labor, 

to provide a balartce of professional expertise and public 

interest and accountability. 

(4) The board is designaLed as a quasi-judicial board 

for the purposes of 2-15-124. 
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NEW SECTION. 

board abolished 

Section 2. 

functions 

SB 0298/02 

Montana economic development 

transferred. The Montana 

economic development board, created by 2-15-1805, is 

abolished, and its functions are transferred to the board of 

investments created in section 1. 

NEW SECTION. Section 3. Board of investments 

abolished functions transferred. The board of 

investments, created by 2-15-1005, is abolished, and its 

functions are transferred to the board of investments 

created in section 1. 

Section 4. Section 7-6-1103, MCA, is amended to read: 

"7-6-1103. Issuance and sale of short-term obligations 

procedure. (1) The issuance of short-term obligations 

must be authorized by an ordinance of the governing body 

that fixes the maximum amount of the obligations to be 

issued or, if applicable, the maximum amount which may be 

outstanding at any time, the maximum term and interest rate 

or rates to be borne thereby, the manner of sale, maximum 

price, form including bearer or registered as provided in 

Title 17, chapter 5, part 11, terms, conditions, and the 

covenants of the obligations. Short-term obligations issued 

under this section shall bear such fixed or variable rate or 

rates of interest as the governing body considers to be in 

the best interests of the local government. Variable rates 

of interest may be fixed in relationship to such standard or 
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short-term 

(a) at private negotiated sale to the Montan~-eeonomie 

deveiopment board of investments as provided in Title 17, 

chapter 5, part 16; or 

(b) at public sale to any other person. Any public 

sale must be noticed as provided in 7-7-4434(2).'' 

Section 5. Section 7-7-2259, MCA, is amended to read: 

"7-7-2259. Delivery of bonds. ( 1 I If the board of 

investments is the purchaser of the bonds, the county 

treasurer shall forward the registered bonds to the 

department of 8dmin~~tr8tion commerce. The department shall 

deliver them to the state treasurer, and payment therefor 

shall be made in the manner provided by law. 

(2) If the bonds are purchased by other investors, the 

county treasurer shall deliver the bonds to the purchaser 

upon receiving full payment therefor." 

Section 6. Section 7-7-4259, MCA, is amended to read: 

''7-7-4259. Delivery of bonds. ( l I If the board of 

inveStments is the purchaser of the bonds, the city 

treasurer or town clerk shall forward the registered bonds 

to the department of admin±~trat±on commerce. The department 

shall deliver them to the state treasurer, and payment 

therefor shall be made in the manner provided by law. 
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( 2) If the bonds are purchased by other investors, the 

city treasurer or town clerk shall deliver the bonds to the 

purchaser upon receiving full payment therefor ... 

Section 7 .. Section 17-5-1502, MCA, is amended to read: 

"17-5-1502. Legislative declaration. (l) It is the 

policy of the state of Montana, in the interest of promoting 

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

the state, to increase job opportunities and to retain 

existing jobs by making available, through the economic 

development board of investments, funds for industrial, 

commercial, manufacturing, natural resource, agricultural, 

livestock, recreational, tourist, and health care 

development. 

(2) The legislature finds that: 

(a) a vigorous, diversified, and growing economy is 

the basic source of job opportunities; 

(b) protection against unemployment and its economic 

burdens and the spread of economic stagnation can best be 

provided by promoting, attracting, stimulating, and 

revitalizing a diversified economy with contributions from 

industry., manufacturing, conunerce, natural resource 

development, agriculture, livestock, recreation, tourism, 

and health care Eacilities; and 

{c) the statP of Montana has a responsibility to help 

cr~~te a favorable climate for new and improved job 
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opportunities and a stable, growing, and healthy economy for 

its citizens by encouraging the development of business." 

Section 8. Section 17-5-1503, MCA, is amended to read: 

"17-5-1503. Definitions. As used in this part, unless 

the context requires otherwise, the following definitions 

apply: 

( 1) "Board'' means the Montana--eeonomte-d~ve~epraen'i: 

board of investments created in ~-±S-i895 [section 1]. 

{2) "Bond" means any bond, note, debenture, interim 

certificate, or other evidence of financial indebtedness 

issued by the board pursuant to this part. 

{3) "Department" means the department of commerce 

provided for in 2-15-1801. 

(4) ''Financial institution'' means any bank, savings 

and loan association, credit union, development credit 

corporation, insurance company, investment company, trust 

company, savings institution, or other financial institution 

approved by the board and maintaining an office in the 

state. 

(5) ''Local government'' means the city in which the 

project is located, if the project is located within an 

incorporated municipality, or the cour;ty if the project is 

locate-d within tne cuu:~ty but D'...;t.sidc the bo1Jndar Le~o; cf an 

incor[lorated mur.icipi:!:ity. 

(6) "Major project" ;:tea:::;, a pruject_ who::.·.c- cosl or 

-G- SB 293 
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appraised value exceeds $800,000. 

(7) ''Project'' means a project as defined in 90-5-101. 

(8} 11 Project costs" means the costs of acquiring or 

improving any project, including the following; 

(a) the actual cost of 

estate for any project; 

acquiring or improving real 

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

of a project, including architects' and engineers' fees; 

(c) all expenses in connection with the authorization, 

sale, and issuance of the bonds to finance such acquisition 

or improvement; 

(d) bond reserves and premiums for insurance or 

guaranty of loan payments or lease rentals pledged to pay 

the bonds, and 

(e) the interest on such bonds for a reasonable time 

prior to construction, during constructionr and not 

exceeding 6 months after completion of construction." 

Section 9. Section 17-5-1604, MCA, is amended to read: 

"17-5-1604. Definitions. As used in this part, the 

following definitions apply: 

(1) "Board 11 means the Montana--eeonomie-devl!!%epmel"':~ 

board of investments created in ~-lS-1895 (section 1]. 

( 2) 11 Department" means the department of commerce 

created in 2-15-1801. 

( 3) "Local government unit" means any municipal 
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corporation or political subdivision of the state, including 

without limitation any city, town, county, school district, 

or other special taxing district. 

( 4) "Reserve fund" means the municipal finance 

consolidation act reserve fund created in 17-5-1630.'' 

Section 10. Section 17-5-1605, MCA, is amended to 

read: 

"17-5-1605. Montana eeonomie--0e¥e~opmel"':~ board of 

investments to implement. The Montana eeon6m~e--~eve~epmel"':t 

board of investments may make and enforce orders, rules, and 

bylaws that are necessary or desirable for the 

implementation of this part.'' 

Section 11. Section 17-5-1630, MCA, is amended to 

read: 

1'17-5-1630. Reserve fund. ( 1) The board shall 

establish and maintain a municipal finance consolidation aCt 

reserve fund, 

transferred: 

to which there shall be deposited or 

(a) all money appropriated by the legislature for the 

purposes of the fund in accordance with the provisions of 

subsection (4); 

(b) all proceeds of bonds required to be deposited in 

the fund by terms of a contract between the board and its 

bondholders or a resolution of the board with respect to the 

proceeds of bonds; 
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(c) the proceeds of any bond issue of the state that 

is authorized for such purpose; 

(d) all other money appropriated by the legislature to 

the reserve fund; and 

(e) any other money or funds of the board that it 

decides to deposit in the fund. 

{2) All money held in the reserve fund shall be used 

solely for the payment of the principal of or interest on 

the bonds or notes secured in whole or in part by the fund 

or the debt service fund payments with respect to the bonds 

or notes, the purchase or redemption of the bonds or notes, 

the payment of interest on the bonds or notes, or the 

payment of any redemption premium required to be paid when 

the bonds or notes are redeemed prior to maturity. Money in 

the reserve fund may not be withdrawn at any time in an 

amount that reduces the fund to an amount less than the sum 

of minimum reserve requirements established in the 

resolutions or indentures of the board for the fund except, 

with respect to bonds or notes secured in whole or in part 

by the fund, for the purpose of making payment when due of 

principal, interest, redemption premiums, and debt service 

fund payments for the payment of which other money pledged 

is not available. 

(3) Money in the reserve fund in excess of the 

required reserve may be withdrawn at any time by the board 
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and transferred to another fund or account of the board 

established for purposes of this part, but not to any other 

fund or account. 

(4) Nothing in this section creates a debt or 

liability of the state. 

{5) Notwithstanding any provision of Title 17, chapter 

6, the board o£-±nv~~tme~t~ may lend money for deposit to 

the reserve fund in an amount equal to any deficiency in the 

required debt service reserve. The loans shall be made on 

such reasonable terms and conditions as the board considers 

proper end--e~-may-b~-agreed-~p~n-betw~en-the-boerd-and-the 

board-e£-inve~tment~, including without limitation terms and 

conditions providing that the loans need not be repaid until 

the obligations of the board secured and to be secured by 

the reserve fund are no longer outstanding.'' 

Section 12. Section 17-6-201, MCA, is amended to read: 

~17-6-201. Unified investment program general 

provisions. (1} The unified investment program directed by 

Article VIII, section 13, of the 1972 Montana constitution 

to be provided for public funds shall be administered by the 

board of investments and-the--Mo~~ana--ee~nom±~--~~ve~opment 

b~erd in accordance with Ar~ieie-Yffty-~eet±en-13 7 -o£-the 

Mt'H\tane:-e~n~ti~u~i-en-and the prudent expert pr incip1e.!... which 

requires any investment manager to: 

(a) discharge his duties with the care, skill, 
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prudence, and diligence, under the circumstances then 

prevailing, that a prudent person acting in a like capacity 

with the same resources and familiar with like matters 

exercises in the conduct of an enterprise of a like 

character with like aims; 

(b) diversify the holdings of each fund within the 

unified investment program to minimize the risk of loss and 

to maximize the rate of return, unless under the 

circumstances it is clearly prudent not to do so: and 

(c) discharge his duties solely in the interest of and 

for the benefit of the funds forming the unified investment 

program. 

(2) Retirement funds may be invested in common stocks 

of any corporation provided that no investment may be made 

at any time which would cause the book value of such 

investments in any retirement fund to exceed 50% of the book 

value of such fund or would cause the stock of one 

corporation to exceed 2% of the book value of such 

retirement fund. 

(3) Not~ing contained in this section prevents the 

investment in any business activity in Montana, including 

activities that continue existing jobs or create new jobs in 

Montana, if the investment meets the standard of care 

required by this section. In discharging its duties, the 

board e£~in¥es~ment~-and-~he--Mone8M8--eeo~om±e--de¥elopmen~ 
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board shall consider the preservation of purchasing power of 

capital during periods of high monetary inflation. 

(4) The board or-inve~tments has the sole authority to 

invest state funds other--thon--the--Montana--±n-state 

~nvestment-f~nd. No other agency may invest such state 

funds. The board shall direct the investment of state funds 

in accordance with the laws and constitution of this state. 

The board has the power to veto any investments made under 

its general supervision. 

[5) The board o£-*n~e~tm~n~~ st1dll: 

(a) assist agencies with public money to determine if, 

when, and how much surplus cash is available for investment; 

(b) determine the amount of surplus treasury cash to 

be invested; 

(c) determine the type of investment to be made; 

(d) prepare the claim to pay for the investment; and 

(e) keep an account of the total of each investment 

fund and of all the investments belonging to such fund and a 

record of the participation of each treasury fund account 

therein. 

(6) The board of-investments may: 

(a) execute deeds of conveyance transferring all real 

property obtained through foreclosure of any investments 

purchased under the provisions of 17-6-211 when full payment 

has been received therefor; 
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(b) direct the withdrawal of any funds deposited by or 

for the state treasurer pursuant to 17-6-101 and 17-6-105; 

(c) direct the sale of any securities in the program 

at their full and true value when found necessary to raise 

money for payments due from the treasury funds for which the 

securities have been purchased. 

(7) The cost of administering and accounting for each 

investment fund shall be deducted from the income therefrom, 

e~cept that such costs of the nonexpendable trust funds 

shall be paid from income otherwise receivable from the 

pooled investment fund, and the amounts required for this 

purpose shall be appropriated by the legislature from the 

respective investment funds." 

Section 13. Section 17-6-302, MCA, is amended to read: 

11 17-6-302. Definitions. As used in this part, unless 

the context requires otherwise, the following definitions 

apply: 

( l) "Board" means the Montaru~;--eeenomie--Oe"'fe~opmen~ 

board of investments es~~~%~~hed--in-~-~5-i865 created in 

[section ~-l· 

(2) "Clean and healthful environment., means an 

environment that is relatively free from pollution which 

thr~atens human health, including as a minimum, compliance 

with federal and state environmental and health standards. 

(3) "Employee-owned enterprise" means any enterprise 
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at least 51% of whose stock, partnership interests, or other 

ownership interests is owned and controlled by residents of 

Montana each of whose principal occupation is 

employee, officer, or partner of the enterprise. 

as an 

( 4) "Financial institution" includes but is not 

limited to a state- or federally chartered bank or a savings 

and loan association, credit union, or development 

corporation cteated pursuant to Title 32, chapter 4. 

( 5) 11 Loan participation'' means luans or portions 

thereof bought from a financial institution. 

{6) ''Locally owned enterprise'' means any enterprise 

SH of whose stock, partnership interests, or other 

ownership interests are owned and controlled by residents of 

Montana. 

( 7) ''Long-term benefit to the Montana economy'' means 

an activity that strengthens the Montana economy dnd that 

has the potential to maintain and create jobs, increase per 

capita income, or increase Montana tax revenues in the 

future to the people of Montana, either directly 

indirectly. 

or 

(8) "Montana economy" means any b11siness activity in 

the state of Montana, including those which 

existing jobs or create new jobs in Montana. 

continue 

(9) ''M011tana in--state 1rtvestmer1t tund'' nieans the fund 

established by 17-6-305. 
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(10) 10 Service fees" means the fees normally charr;:~ed by 

a financial institution 

amounts charged for 

amounts to the fund." 

for servicing a loan, 

collecting payments and 

including 

remitting 

Section 14. Section 80-14-102, MCA, is amended to 

read: 

11 80-14-102. (Temporary} Definitions. As used in this 

chapter, the following definitions apply: 

( 1) "Board" means the board of investments established 

under %-l5-H~95 l_~ecti~!_!__!_l. 

(2) "Eligible agricultural operation" means any 

person, corporation, partnership, or other entity which is 

engaged in the production of agricultural, livestock, 

poultry, dairy, or fruit or other horticultural products and 

which: 

(a) derives at least 70% of its gross income from such 

production; and 

(b) has total 

its total assets. 

financial liabilities exceeding 30% of 

(3) "Eligible lending institution'' means a financial 

institution that: 

(a) is eligible to make commercial loans; 

(b) is a public depository of state funds; and 

(c) agrees to participate in the linked deposit 

program established by this chapter. 
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( 4) "Linked deposit" means an agreement between the 

board and an eligible financial institution whereby a 

certificate of deposit for a term not exceeding 6 months is 

placed by the board with an eligible lending institution at 

a rate 1% below the current market rate for such a deposit, 

as determined by the board, provided the institution agrees 

to lend the value of such deposit, pursuant to the deposit 

agreement provided in 80-14-202, to eligible agricultural 

operations at an interest rate not exceeding 2 percentage 

points greater than the rate payable on the certificate of 

deposit. (Terminates March 15, 1987--sec. 9, Ch. 5, Sp. L. 

March 1986.) 11 

Section 15. Section 90-6-104, MCA, is dmended to read: 

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

(1) sue and be sued; 

{2) have a seali 

(3) adopt all procedural 

necessary for the administration of 

and 

this 

substantive rules 

part, including 

rules concerning its mortgage, constructioil, and temporary 

lending programsi 

(4) make contracts, agreements, and other instruments 

necessary or convenient for the exercise of its powers under 

this part; 

(5) enter into agreements or other transactions with 

any federal, state, or local governmental agency, any 
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persons, and any domestic or foreign partnership, 

corpor_ation, association, or organization in carrying out 

this part; 

(6) enter into agreements under its rules with 

sponsors, mortgagors, or lending institutions for the 

purpose of regulating the analysis, planning, development, 

and management of housing developments financed in whole or 

in part by the proceeds of its loans or securities and 

mortgage purchase programs; 

(7) entei into agreements or other transactions with, 

and accept grants and the Cooperation of, any governmental 

agency in furtherance of this part, including but not 

limited to the development, leasing, maintenance, operation, 

and financing of any housing development; 

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

bequests, and devises and utilize or dispose of them in 

carrying out this part; 

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

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

foreclosure, lease, or otherwise; hold, sell, assign, lease, 

encumber, mortgage, or otherwise dispose thereof; hold, 

sell, assign, or otherwise dispose of any mortgage or loan 

owned by it or in its control or custody; release or 

relinquish any right, Litle, claim, interest, easement, or 

demand, however acquired, including any equity or right of 
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redemption; do any of the foregoing by public or private 

sale, with or without public bidding; comme~ce any action to 

protect or enforce any right conferred upon it by any law, 

mortgage, contract, 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 operate, 

manage, lease, dispose of, and otherwise deal with such 

property in any manner necessary or desirable to protect its 

interests and the holders of its bonds or 

consistent with any agreement with StJch holders; 

notes and 

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

loans; 

(ll) provide general technical services in the 

analysis, planning, design, processing, construction, 

rehabilitation, and management of housing developments for 

persons and families of lower income where these services 

are not otherwise available; 

(12) provide ~eneral consultative services to housing 

developments for persons and families of lower income and 

the residents thereat with respec::. to counseling and 

training in management, home ownership, and maintenance 

where these services are not otherwi~e avai~able; 

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

subject to ar.y a~reements w1Lh Lts bondholders and 

noteholders, a~ provided in Title 17, chapter 6, except all 
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investment income from funds of the board less the cost for 

investment as prescribed by law shall be deposited in the 

housing authority enterprise fund; 

(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 by the association or other agency or 

instrumentality to the extent, if any, required as a 

condition of such sale; 

(15) consent, whenever it deems it necessary or 

desirable in fulfilling its purposes, to the modification of 

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

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

contract, mortgage, mortgage loan, mortgage loan commitment, 

construction loan, advance contract, 

kind, subject to any agreement 

noteholders; 

or agreement of 

with bondholders 

any 

and 

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

connection with making and servicing its loans, notes, 

bonds, commitments, and other evidences of indebtedness and 

in connection with providing technical, consultative, and 

project assistance services. Interest fees and charges shall 

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

board, including operating and administrative expenses and 

reasonable allowances for losses which may be incurred. 
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(17} procure insurance against any loss in connection 

with its mortgages and mortgage loans and other assets or 

property in amounts and from insurers as the board considers 

desirable or necessary; 

(18) act as agent for governmental agencies concerning 

acquisition, construction, leasing, operation, or management 

of a housing development; 

(19) issue notes and bonds and replace lost, destroyed, 

or mutilated notes and bonds; 

(20) develop special programs for housing developments 

for veterans of the armed forces of the United States who 

are unable to acquire safe and sanitary housing through 

lending institutions by conventional means; and 

(21) lend money to the eeanomie~~develapment board of 

investments to establish the Montana economic development 

guaranty fund created by 17-5-1520.'' 

Section 16. Section 90~8~104, MCA, 

''90-8-104. Definitions. As used 

is amended to read: 

in this chapter, 

unless the context requires otherwise, the following 

definitions apply: 

(l) "Board" means the Monte:ne:--eeonom~e--de"'elopment 

board of investments provided for in ~-±S-±895 (section 1). 

(2) ''Capital base'' means equity capital or net worth. 

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

Ia) a development credit corporation created pursuant 
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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 11 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 
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the gross sales receipts; 

(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 17. SECTION 2-18-103, MCA, IS AMENDED TO READ: 

''2-18-103. Officers and employees excepted. Parts 1 

and 2 do not apply to the following positions in state 

government: 

(l) elected offi~ials; 

(2) county assessors and their chief deputy; 

(3} officers and employees of the legislative branch; 

(4) judges and employees of the jtidicial branch; 

(5) members of boarch: and corrJTli!:isions appointed by the 

governor, appointed by the legislature, or appoin~ed by 

other elected state officials; 

(6) officers or members of thP mil iti~; 

(7) agency heads appoi11Led ~y Lhe gove~nor; 
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1 (8) academic and professional administrative personnel 

2 with individual contracts under the authority of the board 

3 of regents of higher education; 

4 (9) academic and professional administrative personnel 

5 and live-in houseparents who have entered into individual 

6 contracts with the state school for the deaf and blind under 

7 the authority of the state board of public education; 

8 (10) teachers under the authority of the department of 

9 institutions; 

10 (ll} investment officer e~ftL assistant investment 

11 officer, executive director, and three profes?ional staff 

12 positions of the board of investments; and 

13 (12) four professional staff positions under the board 

14 of oil and gas conservation.'' 

15 NEW SECTION. Section 18. Repealer. Sections 

16 2-15-1005, 2-15-1805 through 2-15-1807, and 17-6-307, MCA, 

17 are repealed. 

18 NEW SECTION. Section 19. Codification instruction. 

19 Section 1 is intended to be codified as an intEgral part of 

20 Title 2, chapter 15, pa~t 18, and the provisions of Title 2, 

21 chapter 15, part 18, apply to section 1. 

22 NEW SECTION. Section 20. Effective datE. This act is 

23 effective July 1, 1987. 

-End-
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SENATE BILL Mo. Z9e 

INTRODUCED BY NEUMAN, BIMSL, BARDANOUVB, JACOBSON, 

M. WILLIAMS, BALLIGAII, MAZUREK, POULSEN, IIAIIIJEL, ADDY, 

SPAETB, LYBECK, HARP, GRADY, GLASER 

BY RllQUEST OF TB.I! GOVERIIOR 

A BILL FOR AN ACT ENTITLED: "All ACT CREATING A N.l!lf BOARD OF 

INVESTMENTS BY ABOLISHING THE MONTANA ECONOMIC DEVELOPMENT 

BOARD AND THE BOARD OF INVESTMENTS; TRANSFERRING TO THE NEW 

BOARD OF INVESTMENTS THE FONC'l'IONS OF THE ABOLISHED BOARDS; 

ALLOCATING THE NEW BOARD OF INVESTMENTS TO THE DEPARTMENT OF 

COMMERCE; AMENDING SECTIONS 2-18-103, 7-6-1103, 7-7-2259, 

7-7-4259, 17-5-1502, 17-5-1503, 17-5-1604, 17-5-1605, 

17-5-1630, 17-6-201, 17-6-302, 80-14-102, 90-6-104, AND 

90-8-104, MCA; R.I!PEALING SECTIONS 2-15-1005 AND 2-15-1805 

THROUGH 2-15-1807, AND 17-6-307, MCA; AND PROVIDING AN 

EFFECTIVE DATE." 

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

N.l!lf SECTION. Section 1. Board of investments 

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

board of investments within the department of commerce. 

(2) Except aa otherwise provided in this subsection, 

the board is allocated to the department· for administrative 

purposes as prescribed in 2-15-121. The board aay employ an 
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investment officer, an assistant investment officer, and an 

executive director who have general responsibility for 

selection and management of the board's staff and for direct 

and economic development activities. invest~aent 

investJaent officer, assistant investment officer, 

The 

and 

executive director serve at the pleasure of the board. The 

board shall prescribe the duties and annual salaries of ~~s 

THE INVESTMENT OFFICER, ASSISTANT INVESTMENT OFFICER, 

EXECUTIVE DIRECTOR, AND THREE professional staff positions. 

(3) The board is composed of nine members appointed by 

the governor as prescribed in 2-15-124. The members are: 

(a) one member from the public employees' retirement 

board provided for in 2-15-1009 and one member from the 

teachers' r@tirement board provided for in 2-15-1010. If 

either member ceases to be a member of the retirement board, 

the position of that member on the board of investments is 

vacant, and the 90vernor shall fill the vacancy in 

accordance with 2-15-124. 

(b) seven members who are informed and experienced in 

the subject of investments and who are representative of the 

financial community, small business, agriculture, and labor, 

to provide a balance of professional expertise and public 

interest and accountability. 

(4) The board is designated as a quasi-judicial board 

for the purposes of 2-15-124. 
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board abolished -- functions 

economic development board, 
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Montana economic development 

transferred. The Montana 

created by 2-15-1805, is 

abolished, and its functions are transferred to the board of 

investments created in section 1. 

NEW SECTION. Section 3. Board of investments 

abolished functions transferred. The board of 

investments, created by 2-15-1005, is abolished, and its 

functions are transferred to the board of investments 

created in section 1. 

Section 4. 

"7-6-1103. 

Section 7-6-1103, MCA, is amended to read: 

Issuance and sale of short-term obligations 

procedure. (1) The issuance of short-term obligations 

aust be authorized by an ordinance of the governing body 

that fixes the maximum a•ount of the obligations to be 

issued or, if applicable, the maximum amount which may be 

outstanding at any time, the maximum te~m and interest rate 

or rates to be borne thereby, the manner of sale, maximum 

price, form including bearer o~ registered as provided in 

Title 17, chapte~ 5, part 11, terms, conditions, and the 

covenants of the obligations. Short-term obligations issued 

under this section shall bear such fised or variable rate or 

rates of interest as the governing body considers to be in 

the best interests of the local government. Variable rates 

of interest aay be fixed in relationship to such standard or 
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obligations at par or at a discount: 
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the short-term 

(a) at private negotiated sale to the Montafte-eeenem~e 

developmen~ board of investments as provided in Title 17, 

chapter 5, part 16; or 

(b) at public sale to any other person. Any public 

sale must be noticed as provided in 7-7-4434(2)." 

Section 5. Section 7-7-2259, MCA, is amended to read: 

"7-7-2259. Delivery of bonds. (1) If the board of 

investments is tne purchaser 

treasurer shall forward the 

of the bonds, the county 

registered bonds to the 

department of eftministratien commerce. The department shall 

deliver them to the state treasu~er, and payment therefor 

shall be ~de in the manner provided by law. 

(2) If the bonds are purchased by other investors, the 

county treasurer shall deliver the bonds to the purchaser 

upon receiving full payment therefor. •• 

Section 6. Section 7-7-4259, MCA, is amended to read: 

"7-7-4259. Delivery of bonds. (l) If the board of 

investments is the purchase~ of the bands, the city 

treasurer or town clerk shall forward the registered bonds 

to the depa~tment of ada~n~e~ration commerce. The department 

shall deliver them to the state treasurer, and payment 

therefor shall be made in the manner provided by law. 
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(2) If the bonds are purchased by other investors, the 

city treasurer or town clerk shall deliver the bonds to the 

pu~chaser upon receiving full payment therefor." 

Section 7. Section 17-5-1502, MCA, is amended to read: 

"17-5-1502. Legislative declaration. (1) It is the 

policy of the state of Montana, in the interest of promoting 

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

the state, to increase job opportunities and to retain 

existing jobs by making available, 

development board of investments, 

through the economic 

funds for industrial, 

commercial, manufacturing, natural resource, agricultural, 

health care livestock, recreational, tourist, and 

development. 

(2) The legislature finds that: 

(a) a vigorous, diversified, and growing economy is 

the basic source of job opportunities; 

(b) protection against unemployment and its eco~omic 

burdens and the spread of economic stagnation can best be 

provided by promoting, attracting, stimulating, and 

revitalizing a diversified economy with contributions from 

industry, manufacturing, commerce, natural resource 

development, agriculture, livestock, recreation, tourism, 

and health care facilities; and 

(C) 

create a 

the state of Montana has a responsibility to help 

favorable climate for new and improved job 
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opportunities and a stable, growing, and healthy economy for 

its citizens by encouraging the development of business." 

section 8. Section 17-5-1503, MCA, is amended to read: 

"17-5-1503. Definitions. As used in this part, unless 

the context requires otherwise, the following definitions 

apply: 

(1) "Board" means the Mentana--eeonomic-development 

board of investments created in ~-15-1895 [section 1]. 

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

certificate, or other evidence of financial indebtedness 

issued by the board pursuant to this part. 

(3) •oepartment" means the department of commerce 

provided for in 2-15-1801. 

( 4) "Financial institution" means any bank, savinqs 

and loan association, credit union, development credit 

corporation, insurance company, investment company, trust 

company, savings institution, or other financial institution 

approved by the board and maintaining an office in the 

state. 

(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 
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appraised value exceeds $800,000, 

(7 J "Project" means a project as defined in 90-5-101. 

(8) "Project costs" means the costs of acquiring or 

improving any project, including the following: 

(a) the actual cost of acquiring or improving real 

estate for any project; 

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

of a project, including architects' and engineers• fees; 

(c) all expenses in connection with the authorization, 

sale, and issuance of the bonds to finance such acquisition 

or improvement; 

(d) bond reserves and premiums for insurance or 

guaranty of loan payments or lease rentals pledged to pay 

the bonds; and 

(e) the interest on such bonds for a reasonable time 

prior to construction, during construction, and not 

exceeding 6 months after completion of construction." 

Section 9. Section 17-5-1604, MCA, is amended to read: 

"17-5-1604. Definitions. As used in this part, the 

following definitions apply: 

C 1) "Board" means the . Meftt:ane--eeor&Oiftie-deve!:epmen~ 

board of investments created in i-t~-t885 [section 1). 

(2) "Department" means the department of commerce 

created in 2-15-1801. 

( 3) "Local government unit" means any municipa 1 
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corporation or political subdivision of the state, including 

without limitation any city, town, county, school district, 

or other special taxing district. 

( 4) ""Reserve fund 11 means the municipal finance 

consolidation act reserve fund created in 17-5-1630." 

Section 10. Section 17-5-1605, MCA, is amended to 

read: 

'"17-5-1605. Montana eeonomie--de¥elepMeft~ board of 

investments to implement. The Montana eee"em~e--deveiopmen~ 

board of investments may make and enforce orders, rules, and 

bylaws that ar..: necessary or desirable for the 

implementation of this part." 

Section 11. Section 17-5-1630, MCA, is aaended to 

read: 

"17-5-1630. Reserve fund, ( 1 I The board shall 

establish and maintain a municipal finance consolidation act 

reserve fund, to which there shall be 

transferred: 

de-posited or 

(a) all money appropriated by the legislature for the 

purposes of the fund in accordance with the provisions of 

subsection (4); 

(b) all proceeds of bonds requi<ed to be deposited in 

the fund by terms of a contract between ttte board and i-ts 

bondholders or a resolution of the board with respect to t.he 

proceeds of bonds: 
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(c) the proceeds of any bond issue of the state that 

is authorized for such purpose; 

(d) all other aoney appropriated by the legislature to 

the reserve fund~ and 

(e) any other money or funds of the board that it 

decides to deposit in the fund. 

(2) All money held in the reserve fund shall be used 

solely for the payment of the principal of or interest on 

the bonds or notes secured in whole or in part by the fund 

or the debt service fund payments with respect to the bonds 

or notesr the purchase or redemption of the bonds or notes, 

the payment of interest on the bonds or notes, or the 

payment of any redemption premium required to be paid when 

the bonds or notes are redeemed prior to maturity. Money in 

the reserve fund may not be withdrawn at any time in an 

amount that reduces the fund to an amount less than the sum 

of minimum reserve requirements established in the 

resolutions or indentures of the board for the fund except, 

with respect to bonds or notes secured in whole or in part 

by the fund, for the purpose of making payment when due of 

principal, interest, redemption premiums, and debt service 

fund payments for the payment of which other money pledged 

is not available. 

{3} Money in the reserve fund in excess of the 

required reserve may be withdrawn at any time by the board 
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and transferred to another fund or account of the board 

established for purposes of this part, but not to any other 

fund or account. 

(4) Nothing in this section creates a debt or 

liability of the state. 

(5) Notwithstanding any provision of Title 17, chapter 

6, the board e~-investments may lend money for deposit to 

the reserve fund in an amount equal to any deficiency in the 

required debt service reserve. The loans shall be made on 

such reasonable terms and conditions as the board considers 

proper an~--a~-may-b~-a4~~~d-upen-b~tw~~n-the-~ard-and-~he 

beard-ef-investments, including without limitation terms and 

conditions providing that the loans need not be repaid until 

the obligations of the board secured and to be secured by 

the reserve fund are no longer outstanding." 

Section 12. Section 17-6-201, MCA, is amended to read: 

"17-6-7' ', Unified investment program 

provisions. (1) The unified investment program 

general 

di <ected by 

Article VIII, section 13, of the 1972 Montana constitution 

to be provided for public funds shall be administered by the 

board of investments and-the--Montana--~eonom~e--development 

beard in accordance with Ar~ie}~-Yfff,-see~ion-13,-of-the 

Mentana-eonstittttion-and the prudent expert principleL which 

requires any investment manager to: 

(a) discharge his duties with the care, ski 11 r 
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prudence, and diligence, under the circu-stances then 

prevailing, that a prudent person acting in a like capacity 

with the same resources and familiar with like matters 

exercises in the conduct of an enterprise of a like 

character with like aims; 

(b) diversify the ho'ldings of each fund within the 

unified investment program to minimize the risk of loss and 

to maximize the rate of return, unless under the 

circumstances it is clearly prudent not to do so; and 

(c) discharge his duties solely in the interest of and 

for the benefit of the funds forming the unified investment 

program. 

(2) Retirement funds may be invested in common stocks 

of any corporation provided that no investment may be made 

at any time which would cause the book value of such 

investments in any retirement fund to exceed SO' of the book 

value of such fund o~ would cause the stock of one 

co~poration to exceed 2\ of the book value of such 

retirement fund. 

(3) Nothing contained in this section prevents the 

invest~&ent in any business activity in Monta.na, including 

activities that continue existing jobs or create new jobs in 

Montana, if the investsent meets the standard of care 

required by this section. In discharging its duties, the 

board ef-~nv~stmeft~s-and-the--Mantana--eeenemie--deYelopment 
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beer~ shall consider the preservation of purchasin9 power of 

capital during periods of high monetary inflation. 

(4) The board of-investments has the sole authority to 

invest state funds ethe~--~han--the--Montafta--in-a~a~e 

inYestmen~-f~nd. No other agency ~y invest such state 

funds. The board shall direct the investment of state funds 

in accordance with the laws and constitution of this state. 

The board has the power to veto any investments made under 

its general supervision. 

(5) The board ef-inve~tment~ shall: 

(a) assist ar~ncies with public money to determine if, 

when, and how much surplus cash is available for investment; 

(b) determine the amount of surplus treasury cash to 

be invested; 

lc) deteraine the type of investment to be made; 

(d) prepare the claim to pay for the investment; and 

(e) keep an account of the total of each investment 

fund and of all the investments belonging to such fund and a 

record of the participation of each treasury fund account 

therein. 

(6) The board of-in¥es~aen~s may: 

(a) execute deeds of conveyance transferring all real 

property obtained th·rough foteclosure of any investmentS 

purchased under the provisions of 17-6-211 when full pAyment 

has been received therefor; 
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(bl direct the withdrawal of any funds deposited by or 

for the state treasurer pursuant to 17-6-101 and 17-6-1051 

(c) direct the sale of any securities in the program 

at their full and true value when found necessary to raise 

money for payments due from the treasury funds for which the 

securities have been purchased. 

(7) The cOst of administering and accounting for each 

investment fund shall be deducted from the income therefrom, 

except that such costs of the nonexpendable trust funds 

shall be paid from income otherwise receivable from the 

pooled investment fund, and the amounts required for this 

purpose shall be appropriated by the legislature from the 

respective investment funds.'' 

Section 13. Section 17-6-302, MCA, is amended to read: 

"17-6-302. Definitions .. As used in this part, unless 

the context requires otherwise, the following definitions 

apply: 

(1) "Board" means the MefttAfta--eeenoraic--deve~epraene 

board of investments estabiished--~ft-i-~5-±895 created in 

[section 1 I . 

(21 "Clean and healthful environment 11 means an 

environment that is relatively free from pollution which 

threatens human health, including as a minimum, compliance 

with federal and state environmental and health standards. 

( 3) 1
' Employee-owned enterpr ise 11 means any enterprise 
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at least 51\ of whose stock, partnership interests, or other 

ownership interests is owned and controlled by residents of 

Montana each of whose principal occupation is 

employee, officer, or partner of the enterprise. 

as an 

( 4) 11 Financial institution" includes but is not 

limited to a state- or federally chartered bank or a savings 

and loan association, credit union, or development 

corporation created pursuant to Title 32, chapter 4. 

(5) "Loan participation" means loans or portions 

thereof bought from a financial institution. 

(6) "Locally owned enterprise" means any enterprise 

51\ of whose stock, partnership interests, or other 

ownership interests are owned and controlled by residents of 

Montana. 

(7) "Long-term benefit to the Montana economy" means 

an activity that strengthens the Montana economy and that 

has the potential to maintain and create jobs, increase per 

capita income, or increase Montana tax revenues in the 

future to the people of Montana, either directly 

indirectly. 

or 

(8) "Montana economy" means any business activity in 

the state of Montana, including those which 

existing jobs or create new jobs in Montana. 

continue 

(9} "Montana in-state investment fund" means the fund 

established by 17-6-305; 
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I 10) "Service fees" mea.ns the fees nor•ally charged by 

a financial institution for servicing a loan, including 

amounts charged for collecting payments and remitting 

amounts to the fund." 

Section 14. section 80-14-102, MCA, is amended to 

read: 

"80-14-102. (Temporary) Definitions. As used in this 

chapter, the following definitions apply: 

(1) 11 Board" means the board of investments established 

under i-~5-~995 (section 1). 

( 2) "Eligible agricultural operation" 11.eans any 

person, 

engaged 

corporation, partnership, or other entity which is 

in the production of agricultural, livestock, 

poultry, dairy, or fruit or other horticultural products and 

which: 

(a) derives at least 70' of its gross income from such 

production; and 

(b) has total financial liabilities exceeding 30' of 

its total assets. 

(3) "Eligible lending institution" means a financial 

institution that: 

(a) is eligible to make comaercial loans; 

(b) is a public depository of state funds; and 

(c) aqrees to participate in the linked deposit 

program established by this chapter. 
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(4) "Linked deposit" means an agreement between the 

board and an eligible financial institution whereby a 

certificate of deposit for a term not exceeding 6 months is 

placed by the board with an eligible lending institution at 

a rate 1\ below the current market rate for such a deposit, 

as determined by the board, provided the institution agrees 

to lend the value of such deposit, pursuant to the deposit 

agreement provided in 80-14-202, to eligible agricultural 

operations at an interest rate not exceeding 2 percentage 

points greater than the rate payable on the certificate of 

deposit. (Termina~es March 15, 1987--sec. 9, Ch. 5, Sp. L. 

March 1986.)" 

Section 15. Section 90-6-104, MCA, is amended to read: 

"90-6-104. General 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 administration of this part, including 

rules concerning its mortgage, construction, and tempqrary 

lending programs: 

(4) make cont~acts, agreements, and other instruments 

necessary or convenient tor the exercise of its powers under 

this part; 

(5) enter into agreements or other transactions with 

any federal, state, or local governmental agency, any 
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persons, and any domestic or foreign partnership, 

corporation, association, or organization in carrying out 

this part; 

(6) enter into agreements under its rules with 

sponsors, mortgagors, or lendinq institutions for the 

purpose of regulating the analysis, planning, development, 

and management of housing developments financed in whole or 

in part by the proceeds of its loans or securities and 

mortgage purchase programs; 

(7) enter into agreements or other transactions with, 

and accept grants and the cooperation of, any governmental 

agency in furtherance of this part, including but not 

limited to the development, leasing, maintenance, operation, 

and financing of any housing development; 

{8) accept services, appropriations, gifts, grants, 

bequests, and devises and utilize or dispose of them in 

carrying out this part1 

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

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

foreclosure, lease, or otherwise: hold, sell, assign, lease, 

encumber, mortgage, or otherwise dispose thereof: hold, 

sell, assign, or otherwise dispose of any mortgage or loan 

owned by it or in its control or custody: release or 

relinquish any right, title, claim, interest, easement, or 

demand, however acquired, including any equity or right of 
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redemption; do any of the foregoing by public or private 

sale, with or without public bidding; commence any action to 

protect or enforce any right conferred upon it by any law, 

mortgage, contract, 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 operate, 

manage, lease, dispose of, and otherwise deal with such 

property in any manner necessary or desirable to protect its 

interests and the holders of its bonds or notes and 

consistent with any agreement with such holders: 

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

loans; 

(11) provide general technical services in the 

analysis, planning, design, processing, construction, 

rehabilitation, 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 

developments for persons and families of lower income and 

the residents thereof with respect to counseling and 

training in management, home ownership, and maintenance 

where these services are not otherwise available; 

113) invest any funds not required for immediate use, 

subject to any agreements with its bondholders and 

noteholders, as provided in Title 17, chapter 6, except all 
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investment income from funds of the board less the cost for 

invest~ent as prescribed by law shall be deposited in the 

housinq authority enterprise fund: 

(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 by the association or other agency or 

instrumentality to the extent, if any, required as a 

condition of such sale; 

115) consent, whenever it deems it necessary or 

desirable in fulfilling its purposes, to the modification of 

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

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

contract, mortgage, mortqage loan, mortgage loan commitment, 

construction loan, advance contract, or agreement of any 

kind, subject to any agreement with bondholders and 

noteholders; 

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

connection with making and servicing its loans, notes, 

bonds, commitments, and other evidences of indebtedness and 

in connection with providing technical, consultative, and 

project assistance services. Interest fees and charqes shall 

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

board, including operating and administrative expenses and 

reasonable allowances for losses which may be incurred. 

-19- SB 298 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

l7 

18 

19 

20 

21 

22 

23 

24 

25 

SB 0298/02 

(17) procure insurance against any loss in connection 

with its mortgages and mortgage loans and other assets or 

property in amounts and from insurers as the board considers 

desirable or necessary; 

(18) act as agent for governmental agencies concerning 

acquisition, construction, leasing, operation, or management 

of a housing development; 

(19) issue notes and bonds and replace lost, destroyed, 

or mutilated notes and bonds; 

(20) develop special programs for housing developments 

for veterans of the armed forces of the United States who 

are unable to acquire safe and sanitary housing through 

lending institutions by conventional means; and 

(21) lend money to the econom%e--devetopmeft~ board of 

investments to establish the Montana economic development 

guaranty fund created by 17-5-1520 ... 

Section 16. 

"90-8-104. 

Section 90-B-104, MCA, is amended to read: 

Definitions. As 

unless the context 

definitions apply: 

requires 

used in 

otherwise, 

this 

the 

chapter, 

following 

(1) "Board" means the Mon~ana--eeonoM~e--deve~opment 

board of investments provided for in ~-15-1895 [section 1]. 

(2) "Capital base" means equity capital or net worth. 

(3) "Certified Montana capital company" means: 

(a) a development credit corporation created pursuant 
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to Title 32, chapte£ 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 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 th~ 

following activities: 

(i) manufacturing; 

(ii) agricultural, fishery, or forestry production and 

processing: 

(iii) mineral production and processing, except for 

conventional oil and gas explorationj 

(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 
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the gross sales receipts; 

(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 17. SECTION 2-18~103, MCA, IS AMENDED TO READ: 

"2-18-103. Officers and employees excepted. Parts 1 

and 2 do not apply to the following positions in state 

government: 

(1) elected officials: 

(2) county assessors and their chief deputy; 

(3) officers and employees of the legislative branch; 

(4) judges and employees of the judicial branch; 

(5) members of boards and commissions appointed by the 

governor, appointed by the legislature, or appointed by 

other elected state officials; 

(6) officers or members of the militia; 

(7) agency heads appointed by the governor; 
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1 (8) academic and professional administrative personnel 

2 with individual contracts under the authority of the board 

3 of regents of higher education~ 

4 (9) academic and professional administrative personnel 

S and live-in houseparents who have entered into individual 

6 contracts with the state school for the deaf and blind under 

7 the authority of the state board of public education; 

8 (10) teachers under the authority of the department of 

9 institutions; 

10 (11) investment officer aftdL assistant investment 

11 officer, executive director, and three professional staff 

12 positions of the board of investments; and 

13 (12) four professional staff positions under the board 

14 of oil and gas conservation ... 

15 NEW SECTION, Section lB. Repealer. Sections 

16 2-15-1005, 2-15-1805 throu9h 2-15-1807, and 17-6-307, MCA, 

17 are repealed. 

18 NEW SECTION. Section 19. Codification instruction. 

19 Section 1 is intended to be codified as an integral part of 

20 Title 2, chapter 15, part 18, and the provisions of Title 2, 

21 chapter 15, part 18, apply to section 1. 

22 NEW SECTION. Section 20. Effective date. This act is 

23· effective July 1, 1987. 

-End-
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SENATE BILL NO. 298 

INTRODUCED BY NEUMAN, HIMSL, BARDANOUVE, JACOBSON, 

M. WILLIAMS, HALLIGAN, MAZUREK, POULSEN, MANUEL, ADDY, 

SPAETH, LYBECK, HARP, GRAD¥, GLASER 

BY REQUEST OF THE GOVERNOR 

A BILL FOR AN ACT ENTITLED: "AN ACT CREATING A NEW BOARD OF 

INVESTMENTS BY ABOLISHING THE MONTANA ECONOMIC DEVELOPMENT 

BOARD AND THE BOARD OF INVESTMENTS; TRANSFERRING TO THE NEW 

BOARD OF INVESTMENTS THE FUNCTIONS OF THE ABOLISHED BOARDS; 

ALLOCATING THE NEW BOARD OF INVESTMENTS TO THE DEPARTMENT OF 

COMMERCE; AMENDING SECTIONS 2-18-103, 7-6-1103, 7-7-2259, 

7-7-4259, 17-5-150~. 17-S-1503, 17-5-1604, 17-5-1605, 

17-5-1630, 17-6-201, 17-6-302, 80-14-102, 90-6-104, AND 

90-8-104, MCA; REPEALING SECTIONS 2-15-1005 AND 2-15-1805 

THROUGH 2-15-1807, AND 17-6-307, MCA; AND PROVIDING AN 

EFFECTIVE DATE." 

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

NEW SECTION, Section 1. Board of investments 

allocation -- composition quasi-judicial. ( l) There is a 

board of investments within the department of commerce. 

(2) Except as otherwise provided in this subsection, 

the board is allocated to the department for administrative 

purposes as prescribed in 2-15-121. The board may employ an 
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investment officer, an assistant investment officer, and an 

executive director who have general responsibility for 

selection and management of the board's staff and for direct 

investment and economic development activities. The 

investment officer, assistant investment officer, and 

executive director serve at the pleasure of the board. The 

board shall prescribe the duties and annual salaries of its 

THE INVESTMENT OFFICER, ASSISTANT INVESTMENT OFFICER, 

EXECUTIVE DIRECTOR, AND THREE professional staff positions. 

(3) The board is composed of nine members appointed by 

the governor as prescribed in 2-15-124. The members are: 

(a) one member from the public employees' retirement 

board provided for in 2-15-1009 and one member from the 

teachers' retirement board provided for in 2-15-1010. If 

either member ceases to be a member of the retirement board, 

the position of that member on the board of investments is 

vacant, and the governor shall fill the vacancy in 

accordance with 2-15-124. 

(b) seven members WHO WILL PROVIDE A BALANCE OF 

PROFESSIONAL EXPERTISE AND PUBLIC INTEREST AND 

ACCOUNTABILITY AND who are informed and experienced in the 

subject of investments and who are representative of: 

ill the financial community 7 l 

l!!l small businesSTL 

1!!!1 agriculturerL and 
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i!Y1 labor,---to--provide--a--ea~aftee--o£--professiofta~ 

e~per~~se-aftd-pub%ie-iftterese-end-aeeo~fttabi~ity. 

(4) The board is designated as a quasi-judicial board 

for the purposes of 2-15-124. 

NEW SECTION. SECTION 2. ADVISORY BOARD. (1) THERE IS 

AN INVESTMENT ADVISORY BOARD WITHIN THE DEPARTMENT OF 

COMMERCE. 

(2) THE ADVISORY BOARD SHALL PROVIDE NONFINANCIAL 

ADVICE TO THE BOARD OF INVESTMENTS CREATED IN [SECTION 1]. 

THE ADVISORY BOARD SHALL CONSIDER LONG-TERM GOALS AND 

METHODS OF IMPLEMENTING THOSE GOALS FROM THE VIEWPOINT OF 

AFFECTED PARTIES, RATHER THAN INVESTMENT SPECIALISTS, AND 

REPORT ITS CONCLUSIONS TO THE BOARD OF INVESTMENTS. THE 

BOARD OF INVESTMENTS MUST CONSIDER REPORTS OF THE ADVISORY 

BOARD AND REPORT TO THE ADVISORY BOARD WHETHER IT APPROVES, 

DISAPPROVES, OR WILL FURTHER EXAMINE THE ADVISORY BOARD'S 

ADVICE. 

(3) THE ADVISORY BOARD CONSISTS OF FIVE MEMBERS 

APPOINTED BY THE GOVERNOR. A MEMBER SERVES A TERM OF 4 YEARS 

AND MAY NOT BE REAPPOINTED. THE MEMBERS SHALL NOT BE 

APPOINTED BASED ON FINANCIAL EXPERTISE, BUT ONE MEMBER SHALL 

BE APPOINTED FROM EACH OF THE FOLLOWING AREAS: 

(A) SMALL BUSINESS; 

(B) AGRICULTURE; 

(C) LABOR; 
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(4) THE MEMBERS OF THE ADVISORY BOARD SHALL ELECT A 

CHAIRMAN FROM ITS MEMBERS. THE ADVISORY BOARD SHALL MEET AT 

LEAST TWO BUT NOT MORE THAN FOUR TIMES A YEAR. THE ADVISORY 

BOARD MAY MEET ANYPLACE WITHIN THE STATE. MEMBERS OF THE 

ADVISORY BOARD ARE ENTITLED TO MILEAGE, LODGING, AND MEALS, 

AS PROVIDED IN 2-18-501, FOR MEETINGS. 

(5) THE BOARD OF INVESTMENTS SHALL PROVIDE CLERICAL 

ASSISTANCE TO THE ADVISORY BOARD AND SHALL PAY NECESSARY 

COSTS OF MEETING ROOMS AND MEMBERS' TRAVEL COSTS. 

NEW SECTION. Section 3. Montana economic development 

board abolished functions transferred. The Montana 

economic development board, created by 2-15-1805, is 

abolished, and its functions are transferred to the board of 

investments created in section 1. 

NEW SECTION. Section 4. Board of investments 

abolished functions transferred. The board of 

investments, created by 2-15-1005, is abolished, and its 

functions are transferred to the board of investments 

created in section 1. 

Section 5. Section 7-6-1103, MCA, is amended to read: 

"7-6-1103. Issuance and sale of short-term obligations 

procedure. (1) The issuance of short-term obligations 

must be authorized by an ordinance of the governing body 
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that fixes the maximum amount of the obligations to be 

issued or, if applicable, the maximum amount which may be 

outstanding at any time, the maximum term and interest rate 

or rates to be borne thereby, the manner of sale, maximum 

price, form including bearer or registered as provided in 

Title 17, chapter 5, part 11, terms, conditions, and the 

covenants of the obligations. Short-term obligations issued 

under this section shall bear such fixed or variable rate or 

rates of interest as the governing body considers to be in 

the best interests of the local government. Variable rates 

of interest may be fixed in relationship to such standard or 

index as the governing body de~ignates. 

(2) The governing body may sell the short-term 

obligations at par or at a discount: 

(a) at private negotiated sale to the Mcntana-eeonomie 

d~v~lopment board of investments as provided in Title 17, 

chapter 5, part 16; or 

(b) at public sale to any ather person. Any public 

sale must be noticed as provided in 7-7-4434(2)." 

Section 6. Section 7-7-2259, MCA, is amended to read: 

"7-7-2259. Delivery of bonds. (1) If the board of 

investments is the purchaser of the bonds, the county 

treasurer shall forward the registered bonds to the 

department of admini~tration commerce. The department shall 

deliver them to the state treasurer, and payment therefor 
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shall be made in the manner provided by law. 

(2) If the bonds are purchased by other investors, the 

county treasurer shall deliver the bonds to the purchaser 

upon receiving full payment therefor." 

Section 7. Section 7-7-4259, MCA, is amended to read: 

"7-7-4259. Delivery of bonds. (1) If the board of 

investments is the purchaser of the bonds, the city 

treasurer or town clerk shall forward the registered bonds 

to the department of administration commerce. The department 

shall deliver them to the state treasurer, and payment 

therefor shall be made in the manner provided by law. 

(2) If the bonds are purchased by other investors, the 

city treasurer or town clerk shall deliver the bonds to the 

purchaser upon receiving full payment therefor." 

Section 8. Section 17-5-1502, MCA, is amended to read: 

"17-5-1502. Legislative declaration. (1) It is the 

policy of the state of Montana, in the interest of promoting 

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

the state, to increase job opportunities and to retain 

existing jobs by making available, through the eeo~em±e 

de~elopment board of investments, funds for industrial, 

commercial, manufacturing, natural resource, agricultural, 

livestock, 

development. 

recreational, tourist, 

(2) The legislature finds that: 
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(a) a vigorous, diversified, and growing economy is 

the basic source of job opportunities; 

(b) protection against unemployment and its economic 

burdens and the spread of economic stagnation can best be 

provided by promoting, attracting, stimulating, and 

revitalizing a diversified economy with contributions from 

industry, manufacturing, 

development, agriculture, 

commerce, 

livestock., 

and health care facilities: and 

natural resource 

recreation, tourism, 

lc) the state of Montana has a responsibility to help 

create a favorable climate for new and improved job 

opportunities and a stable, growing, and healthy economy for 

its citizens by encouraging the development of business." 

Section 9. Section 17-5-1503, MCA, is amended to read: 

"17-5-1503. Definitions. As used in this part, unless 

the context requires otherwise, the following definitions 

apply: 

( 1) "Board'' means the Mettt:aru!t:--eeeftem~e--tieve1::opmeftt: 

board of investments created in i-15-%895 [section 1). 

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

certificate, or other evidence of financial indebtedness 

issued by the board pursuant to this part. 

( 3) "Department" means the department of commerce 

provided for in 2-15-1801. 

(4) "Financial institution" means any bank, savings 
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and loan association, credit union, development credit 

corporation, insurance company, investment company, trust 

company, savings institution, or other financial institution 

approved by the board and maintaining an office in the 

state. 

(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) 11Major project•• means a project whose cost or 

appraised value exceeds $800,000. 

(7) "Project" means a project as defined in 90-5-101. 

(8) "Project costs" means the costs of acquiring or 

improving any project, including the following: 

(a) the actual cost of acquiring or improving real 

estate for any project; 

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

of a project, including architects• and engineers• fees; 

(c) all expenses in connection with the authorization, 

sale, and issuance of the bonds to finance such acquisition 

or improvement; 

(d) bond reserves and premiums for insurance or 

guaranty of loan payments or lease rentals pledged to pay 

the bonds; and 
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(e) the interest on such bonds for a reasonable time 

prior to construction, during construction, and not 

exceeding 6 months after completion of construction.•• 

Section 10. Section 17-5-1604, MCA, is amended to 

read: 

"17-5-1604. Definitions. As used in this part, the 

following definitions apply: 

( 1) 11 8oard" means the Montarta--eeonomie-deveiepmertt 

board of investments created in i-15-%895 [section 1]. 

( 2) "Department" means the department of commerce 

created in 2-15-1801. 

(3) "Local government unit" means any municipal 

corporation or political subdivision of the state, including 

without limitation any city, town, county, school district, 

or other special taxing district. 

(4) "Reserve fund" means the municipal financ~ 

consolidation act reserve fund created in 17-5-1630.'' 

Section 11. Section 17-5-1605, MCA, is amended to 

read: 

~17-5-1605. Montana eeonom~c--deYeiopme"t board of 

inve~tments to implement. The Montana eeonomie--~eYelopment 

board of investments may make and enforce orders, rules, and 

bylaws that are necessary or desirable for the 

implementation of this part.'' 

Section 12. Section 17-5-1630, MCA, is amended to 

-9- SB 298 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

ll 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

SB 0298/03 

read: 

~17-5-1630. Reserve fund. 11) The board shall 

establish and maintain a municipal finance consolidation act 

reserve fund, to which there shall be deposited or 

transferred: 

(a) all money appropriated by the legislature for the 

purposes of the fund in accordance with the provisions of 

subsection (4); 

(b) all proceeds of bonds required to be deposited in 

the fund by terms of a contract between the board and its 

bondholders or a resolution of the board with respect to the 

proceeds of bonds; 

(c) the proceeds of any bond issue of the state that 

is authorized for such purpose: 

(d) all other money appropriated by the legislature to 

the reserve fund; and 

(e) any other money or funds of the board that it 

decides to deposit in the fund. 

(2) All money held in the reserve fund shall be used 

solely for the payment of the principal of or interest on 

the bonds or notes secured in whole or in part by the fund 

or the debt service fund payments with respect to the bonds 

or notes, the purchase or redemption of the bonds or notes, 

the payment of interest on the bur.ds or notes, or the 

payment of any redemption premium required to be paid when 
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the bonds or notes are redeemed prior -to maturity. Money in 

the reserve fund may not be withdrawn at any time in an 

amount that reduces the fund to an amount less than the sum 

in the of minimum reserve requirements established 

resolutions or indentures of the board for the fund except, 

with respect to bonds or notes secured in whole or in part 

by the fund, for the purpose of making payment when due of 

principal, interest, redemption premiums, and debt service 

fund payments for the payment of which other money pledged 

is not available. 

(3) Money in the reserve fund in excess of the 

required reserve may be withdrawn at any time by the board 

and transferred to another fund or account of the board 

established for purposes of this part, but not to any other 

fund or account. 

(4) Nothing in this section creates a debt or 

liability of the state. 

(5) Notwithstanding any provision of Title 17, chapter 

6, the board o~-in~e~tmen~s may lend money for deposit to 

the reserve fund in an amount equal to any deficiency in the 

required debt service reserve. The loans shall be made on 

such reasonable terms and conditions as the board considers 

proper end--es-msy-h~-agreed-tlpon-beeween-the-board-~ne-ehe 

boe~d-o£-±n~e~tmen~s, including without limitation terms and 

conditions providing that the loans need not be repaid until 
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the obligations of the board secured and to be secured by 

the reserve fund are no longer outstanding." 

Section 13. Section 17-6-201, MCA, is amended to read: 

"17-6-201. Unified investment program general 

provisions. (1) The unified investment program directed by 

Article VIII, section 13, of the 1972 Montana constitution 

to be provided for public funds shall be administered by the 

board of investments a~d-the--Montan8--eee~om±e--developmen~ 

~oa~d in accordance with Article-Yllf,-~~etio~-i3r-o£-the 

Mon~ana-ee~~~i~tttion-and the prudent expert principleL which 

requires any investment manager to: 

(a) 

prudence, 

discharge his duties with 

and diligence, under the 

the care, skill, 

circumstances then 

prevailing, that a prudent person acting in a like capacity 

with the same resources and familiar with like matters 

exercises in the conduct of an enterprise of a like 

character with like aims: 

(b) diversify the holdings of each fund within the 

unified investment program to minimize the risk of loss and 

to maximize the rate of return, unless under the 

circumstances it is clearly prudent not to do so; and 

(c) discharge his duties solely in the interest of and 

for the benefit of the funds forming the unified investment 

program. 

(2) Retirement funds may be invested in common stocks 
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of any corporation provided that no investment may be made 

at any time which would cause the book value of such 

investments in any retirement fund to exceed 50% of the book 

value of such fund or would cause the stock of one 

corporation to exceed 2% of the book value of such 

retirement fund. 

(3) Nothing contained in this section prevents the 

investment in any business activity in Montana, including 

activities that continue existing jobs or create new jobs in 

Montana, if the investment meets the standard of care 

required by this section. In discharging its duties, the 

board o£-inve~tment~-and-the--Montena--eeenomie--deveiopment 

boa~d shall consider the preservation of purchasing power of 

capital during periods of high monetary inflation. 

(4) The board ef-investment~ has the sole authority to 

invest state funds other--than--the--Montana--in-state 

investment-r~nd. No other agency may invest such state 

funds. The board shall direct the investment of state funds 

in accordance with the laws and constitution of this state. 

The board has the power to veto any investments made under 

its general supervision. 

(5) The board ef-inve~em~nts shall: 

(a) assist agencies with public money to determine if, 

when, and how much surplus cash is available for investment; 

(b) determine the amount of surplus treasury cash to 
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be invested; 

{c) determine the type of investment to be made; 

(d) prepare the claim to pay for the investment; and 

(e) keep an account of the total of each investment 

fund and of all the investments belonging to such fund and a 

record of the participation of each treasury fund account 

therein. 

(6) The board o£-inYe~tme"t~ may: 

(a) execute deeds of conveyance transferring all real 

property obtained through foreclosure of any investments 

purchased under the provisions of 17-6-211 when full payment 

has been received therefor; 

(b) direct the withdrawal of any funds deposited by or 

for the state treasurer pursuant to 17-6-101 and 17-6-105; 

(c) direct the sale of any securities in the program 

at their full and true value when found necessary to raise 

money for payments due from the treasury funds for which the 

securities have been purchased. 

(7) The cost of administering and accounting for each 

investment fund shall be deducted from the income therefrom, 

except that such costs of the nonexpendable trust funds 

shall be paid from income otherwise receivable from the 

pooled investment fund, and the amounts required for this 

purpose shall be appropriated by the legislature from the 

respective investment funds." 
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Section 14. Section 17-6-302, MCA, is amended to read: 

"17-6-302. Definitions. As used in this part, unless 

the context requires otherwise, the following definitions 

apply: 

(1) 

board of 

"Board 11 means the Moflt:ana--eeof\om!:e--development' 

investments e~eebit~hed--in-i-15-1885 created in 

(section 1]. 

(2) ''Clean and healthful environment" means an 

environment that is relatively free from pollution which 

threatens human health, including as a minimum, compliance 

with federal and state environmental and health standards. 

( 3) "Employee-owned enterprise" means any enterprise 

at least 51% of whose stock, partnership interests, or other 

ownership interests is owned and controlled by residents of 

Montana each of whose principal occupation is 

employee, officer, or partner of the enterprise. 

as an 

14) "Financial institution 11 includes but is not 

limited to a state- or federally chartered bank or a savings 

and loan association, credit union, or development 

corporation created pursuant to Title 32, chapter 4. 

( 5) "Loan participation" means loans or portions 

thereof bought from a financial institution. 

( 6) "Locally owned enterprise" means any enterprise 

51% of whose stock, partnership interests, or other 

ownership interests are owned and controlled by residents of 
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Montana. 

( 7) ''Long-term benefit to the Montana economy" means 

an activity that strengthens the Montana economy and that 

has the potential to maintain and create jobs, increase per 

capita income, or increase Montana tax revenues in the 

future to the people of Montana, either directly or 

indirectly. 

(8) "Montana economy" means any business activity in 

the state of Montana, including those which 

existing jobs or create new jobs in Montana. 

continue 

(9) "Montana in-state investment fund" means the fund 

established by 17-6-305. 

(10) "Service fees" means the fees normally charged by 

a financial institution for servicing a loan, 

amounts charged for collecting payments and 

including 

remitting 

amounts to the fund." 

Section 15. Section 80-14-102, MCA, is amended to 

read: 

"80-14-102. (Temporary) Definitions. As used in this 

chapter, the following definitions apply: 

(1) "Board" means the board of investments established 

under i-%5-%6&5 [section 1]. 

(2) "Eligible agricultural operation" means any 

person, corporation, partnership, or other entity which is 

engaged in the production of agricultural, livestock, 
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poultry, dairy, or fruit or other horticultural products and 

which: 

(a) derives at least 70\ of its gross income from such 

production; and 

[b) has total financial liabilities exceeding 30\ of 

its total assets. 

(3) 11 Eligible lending institution" means a financial 

institution that: 

(a) is eligible to make commercial loans; 

(b) is a public depository of state funds; and 

(c) agrees to participate in the linked deposit 

program established by this chapter. 

(4} 11 Linked deposit 11 means an agreement between the 

board and an eligible financial institution whereby a 

certificate of deposit for a term not exceeding 6 months is 

placed by the board with an eligible lending institution at 

a rate 1% below the current market rate for such a deposit, 

as determined by the board, provided the institution agrees 

to lend the value of such deposit, pursuant to the deposit 

agreement provided in 80-14-202, to eligible agricultural 

operations at an interest rate not exceeding 2 percentage 

points greater than the rate payable on the certificate of 

deposit. (Terminates March 15, 1987--sec. 9, Ch. 5, Sp. L. 

March 1986.)" 

Section 16. Section 90-6-104, MCA, is amended to read: 

-17- SB 298 

1 

2 

3 

4 

5 

6 

7 

B 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

SB 0298/03 

"90-6-104. General 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 administration of this part, including 

rules concerning its mortgage, construction, and temporary 

lending programs; 

(4) make contracts, agreements, and other instruments 

necessary or convenient for the exercise of its powers under 

this part; 

(5) enter into agreements or other transactions with 

any federal, state, or local governmental agency, any 

persons, and any domestic or foreign partnership, 

corporation, association, or organization in carrying out 

this part; 

(6) enter into agreements under its rules with 

sponsors, mortgagors, or lending institutions far the 

purpose of regulating the analysis, planning, development, 

and management of housing developments financed in whole or 

in part by the proceeds of its loans or securities and 

mortgage purchase programs; 

(7) enter into agreements or other transactions with, 

and accept grants and the cooperation of, any governmental 

agency 10 furtherance of thi~ part, including but not 

limited to the development, leasing, maintenance, operation, 
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and financing of any housing development; 

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

bequests, and devises and utilize or dispose of them in 

carrying out this part: 

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

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

foreclosure, lease, or otherwise; hold, sell, assign, lease, 

encumber, mortgage, or otherwise dispose thereof; hold, 

sell, assign, or otherwise dispose of any mortgage or loan 

owned by it or in its control or custody; release or 

relinquish any right, title, claim, interest, easement, or 

demand, however acquired, including any equity or right of 

redemption; do any of the foregoing by public or private 

sale, with or without public bidding; commence any action to 

protect or enforce any right conferred upon it by any law, 

mortgage, contract, or other ag~eement; bid for and purchase 

property at any foreclosure or other sale or acquire or take 

possession of it in lieu of foreclosure; and operate, 

manage, lease, dispose of, and otherwise deal with such 

property ·in any manner necessary or desirable to protect its 

interests and the holders of its bonds or notes and 

consistent with any agreement with such holders; 

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

loans; 

(11) provide general technical services in the 
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analysis, planning, design, processing, construction, 

rehabilitation, and management of housinq developments for 

persons and families of lower income where these services 

are not otherwise available; 

(12) provide general consultative services to housing 

developments for persons and families of lower income and 

the residents thereof with respect to counseling and 

training in management, home ownership, 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 

noteholders, as provided in Title 17, chapter 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 authocity enterprise fund; 

(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 by the association or other agency or 

instrumentality to the extent, if any, required as a 

condition of such sale; 

(15) consent, whenever it deems it necessary or 

desirable in fulfilling its purposes, to the modification of 

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

of principal or intecest, security, or any other term of any 
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contract, mortgage, mortgage loan, mortgage loan commitment, 

construction loan, advance contract, 

kind, subject to any agreement 

noteholders; 

or agreement of 

with bondholders 

any 

and 

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

connection with making and servicing its loans, notes, 

bonds, commitments, and other evidences of indebtedness and 

in connection with providing technical, consultative, and 

project assistance services. Interest fees and charges shall 

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

board, including operating and administrative expenses and 

reasonable allowances for losses which may be incurred. 

(17) procure ~nsurance against any loss in connection 

with its mortgages and mortgage loans and other assets or 

property in amounts and from insurers as the board considers 

desirable or necessary; 

(18) act as agent for governmental agencies concerning 

acquisition, construction, leasing, operation, or management 

of a housing development; 

(19) issue notes and bonds and replace lost, destroyed, 

or mutilated notes and bonds; 

(20) develop special programs for housing developments 

for veterans of the armed forces of the United States who 

are unable to acqu1re safe and sanitary housing through 

lending institutions by conventional means; and 

-21- SB 298 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

SB 0298/03 

(21) lend money to the eeoftem±e--deYe%opment board of 

investments to establish the Montana economic development 

guaranty fund created by 17-5-1520e 11 

Section l?e Section 90-8-104, MCA, is amended to read: 

11 90-8-104. Definitions. As used in this chapter, 

unless the context requires otherwise, the following 

definitions apply: 

(l) 11 Board" means the Monte:ne:--eeonomic:--d~veiopment 

board of investments provided for in ~-}5-3:895 {section 1). 

(2) 11 Capital base 11 means equity capital or net worth. 

(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 

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 Ln one or more of the 

following activities: 

(i) manufacturing; 
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(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; 

(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 18. SECTION 2-18-103, MCA, IS AMENDED TO READ: 
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11 2-18-103. Officers and employees excepted. Parts 1 

and 2 do not apply to the following positions in state 

government: 

(l) elected officials; 

(2) county assessors and their chief deputy: 

(3) officers and employees of the legislative branch; 

(4) judges and employees of the judicial branch: 

(5) members of boards and commissions appointed by the 

governor, appointed by the legislature, or appointed by 

other elected state officials: 

(6) officers or members of the militia: 

(7) agency heads appointed by the governor; 

(8) academic and professional administrative personnel 

with individual contracts under the authority of the board 

of regents of higher education: 

(9} academic and professional administrative personnel 

and live-in houseparents who have entered into individual 

contracts with the state school for the deaf and blind under 

the authority of the state board of public education: 

(10) teachers under the authority of the department of 

institutions; 

(ll) investment officer aneL assistant investment 

officer, executive director, and three professional staff 

positions of the board of investments; and 

(12) four professional staff positions under the board 
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of ail and gas conservation." 

NEW SECTION. Section 19. Repealer. 

2-15-1005, 2-15-1805 through 2-15-1807, and 

are repealed. 

NEW SECTION. Section 20. Codification 

SB 0298/03 

Sections 

17-6-307, MCA, 

instruction. 

6 Section SECTIONS 1 is AND 2 ARE intended to be codified as 

7 an integral part of Title 2, chapter 15, part 18, and the 

B provisions of Title 2, chapter 15, part 18, apply to section 

9 SECTIONS 1 AND 2. 

10 NEW SECTION. Section 21. Effective date. This act is 

11 effective July 1, 1987. 

-End-
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CONFERENCE COMMITTEE REPORT Report No .1 ............. .. 

Apri-l· ·15-;--··· 19. ·87- · 
MR. PRESIDENT 

We, your------------------------- Conference Comm1ttee on 

SENATE BILL 298 

met and considered ___ H_:o:_u:_s_e::.._B_u.:::.:::..s ::.in:.::..:..e::.s:::.s-=:a.:.:n:.::d:..__::L:.....a_b_o_r_S_t __ a-'n;.c.d"--=-in-"-g--'-C...::.o_mm_i_t_t_e_e_a_m_e'--n-'-d"'""'m'--e""-'-n_t_c.s 

to Senate Bill 298, dated March 20, 1987. 

We recommend as follows: 

THAT SENATE BILL 298, reference copy salmon, BE AMENDED AS FOLLOWS: 

l. Page 3, line 5 through page 4, line 11. 
Strike: Section 2 in its entirety. 
Renumber: subsequent sections. 

2. Page 25, line 6. 
Strike: II SECTIONS II 

Insert: "Section" 
Strike: "AND 2 ARE" 
Insert: 11 is" 

3. Page 25, line 9. 
Strike: II SECTIONS II 

Insert: "section" 
Strike: "AND 2" 

And that this Conference Committee report be adopted. 

FOR THE SENAT'E I 
, J-£---r?fe?/ -~ 

FOR THE HOUSE 

GLASER 

(3~ 
BARDANOUVE 

ADOPT REJECT 



) 

J 

STANDING COMMITIEE REPORT 

HOUSE MARCH 20 19~ 

Mr. Speaker: We, the committee on BUSINESS AND LABOR 

report SENATE BILL NO. 298 

D do pass 18J be concurred in U as amended 
0 do not pass [] be not concurred in 0 statement of tntent altached 

'l"' )~ 
REP. LES KITS~LMAN 

AMENDMENTS AS FOLLOWS: 

1) Page 2, line 19 
Following: •members• 
Insert: •that will provide a balance of professional 

expertise and public interest and accountability" 

2) Page 2, line 20 
Following: "representative of• 
Insert: •: (a)" 

3) Page 2, line 21 
Following: "community• 
Strike: •," 
Insert: "; (b) • 
Following: "business• 
Strike: •, '' 
Insert: •; Cc)" 
Following: "agriculture" 
Strike: "," 
Insert: •;" 
Followinq: •and" 
Insert: "(d)" 

4) Page 2, lines 21 through 23 
Following: "labor" on line 21 

C,airman 

Strike: the remainder of line 21, line 22 in its entirety, 
and line 23 through •accountability• 

5) Page 3, line 1 
Following: line 25 on page 2 
Insert: "NEW SECTION". Section 2. Advisory board. {1) 

There 1S an 1nvestment advisory board within the 
department of commerce~ 

{2) The advisory board shall provide nonfinancial 
advice to the board of investments created in [section 
1}. The advisory board shall consider lon~term goals 
and methods of implementing those goals from the 
viewpoint of affected parties rather than investment 

0 jJ{~ Rep. Bardanouve will sponsor 

~ THIRD readmg copy { _!!~!!~--) 
color 

'I 

0 

0 

~ 

SENATE BILL NO. 298 

March 20 
P"a9e 2of 2 

.... 19 .. 87 

specialists and report their conclusions to the board 
of investments. The board of investments must consider 
reports of the advisory board and report to the adviso
ry board whether it approves, disapproves, or will 
further examine their advice. 

(3) The advisory board consists of 5 members 
appointed by the governor. A member serves a term of 4 
years and may not be reappointed. The members shall 
not be appointed based on financial expertise but one 
member shall be appointed from each of the following 
areas: 

(a) small business 1 
(b) agriculture; 
(c) labor 1 
(d) economics; and 
(e) local government ... • 
(4) The members of the advisory board shall elect 

a chairman from its members. The advisory board shall 
meet at least two but not more than four times a year. 
The advisory board may meet anyplace within the state. 
Members of the advisory board are entitled to mileage, 
lodging, and meals as provided in 2-18-501 for meet
ings. 

(51 The board of investments shall provide 
clerical assistance to the advisory board and shall pay 
necessary costs of meeting rooms and member • s trave 1 
costs." 

Renumber: subsequent sections 

6) Page 23, line 19 
Strike: "Section" 
Insert: "Sections" 
Following: •1• 
Strike: "is• 
Insert: "and 2 are• 

7) Page 23, line 21 
Strike: "section" 
Insert: "sections" 
Following: "1• 
Insert: u and 2" 

?J1TEPV8.CO 
H•l•n•. Mont. 

')~·-·············· l.JA_ Cha•rman. 



50th Legislature SB 0298/04 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

2l 

22 

23 

24 

25 

SENATE BILL NO. 298 

INTRODUCED BY NEUMAN, HIMSL, BARDANOUVE, JACOBSON, 

M. WILLIAMS, HALLIGAN, MAZUREK, POULSEN, MANUEL, ADDY, 

SPAETH, LYBECK, HARP, GRADY, GLASER 

BY REQUEST OF THE GOVERNOR 

A BILL FOR AN ACT ENTITLED: "AN ACT CREATING A NEW BOARD OF 

INVESTMENTS BY ABOLISHING THE MONTANA ECONOMIC DEVELOPMENT 

BOARD AND THE BOARD OF INVESTMENTS; TRANSFERRING TO THE NEW 

BOARD OF INVESTMENTS THE FUNCTIONS OF THE ABOLISHED BOARDS; 

ALLOCATING THE NEW BOARD OF INVESTMENTS TO THE DEPARTMENT OF 

COMMERCE; AMENDING SECTIONS 2-18-103, 7-6-1103, 7-7-2259, 

7-7-4259. 17-5-1502. 17-5-1503, 17-5-1604, 17-5-1605, 

17-5-1630, 17-6-201, 17-6-302, 80-14-102, 90-6-104, AND 

90-B-104, MCA; REPEALING SECTIONS 2-15-1005 AND 2-15-1805 

THROUGH 2-15-1807, AND 17-6-307, MCA; AND PROVIDING AN 

EFFECTIVE DATE. II 

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

NEW SECTION. Section 1. Board of investments 

allocation -- composition quasi-judicial. {1) There is a 

board of investments within the department of commerce. 

{2) Except as otherwise provided in this subsection, 

the board is allocated to the department for administrative 

purposes as prescribed in 2-15-121. The board may employ an 
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investment officer, an assistant investment officer, and an 

executive director who have general responsibility for 

selection and management of the board's staff and for direct 

investment and economic development activities. The 

investment officer, assistant investment officer, and 

executive director serve at the pleasure of the board. The 

board shall prescribe the duties and annual salaries of ies 

THE INVESTMENT OFFICER, ASSISTANT INVESTMENT OFFICER, 

EXECUTIVE DIRECTOR, AND THREE professional staff positions. 

(3) The board is composed of nine members appointed by 

the governor as prescribed in 2-15-124. The members are: 

(a) one member from the public employees' retirement 

board provided for in 2-15-1009 and one member from the 

teachers• retirement board provided for in 2-15-1010. If 

either member ceases to be a member of the retirement board, 

the position of that member on the board of investments is 

vacant, and the governor shall fill the vacancy in 

accordance with 2-15-124. 

(b) seven members WHO WILL PROVIDE A BALANCE OF 

PROFESSIONAL EXPERTISE AND PUBLIC INTEREST AND 

ACCOUNTABILITY AND who are informed and experienced in the 

subject of investments and who are representative of: 

ill the financial community7 i.. 

i!!l small busineSSTi.. 

i!ill agricultureTL and 

-2- SB 298 

Includes conference 
co~~ttee •e~ort d~ted~7 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

ll 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

SB 0298/04 

~ laborT---to--prev~~e--a--balaftee--of--professionai 

expe~t~se-and-p~e±ic-interest-end-eceoonta~~%ity. 

(4) The board is designated as a quasi-judicial board 

foe the purposes of 2-15-124. 

NEW-SE€~f9N•--SE€~f9N-i•--~BYfS9R¥-B9~RB.--tit-~HERE-fS 

~N--fNYBS~MEN~--~BYfS9R¥--B9~R9--Wf~HfN--~HE--9EP~~MEN~--9P 

€9MMER€E• 

tit--~HE--~9YfS9R¥--B9~9--SHACb--PR9YfBE--NBNPfN~Nef~b 

~9Yf€B--~e--~HB-B8~9-BP-fNVBS~MBN~S-eR~~EB-fN-tSB€~fBN-it• 

~HB--~9YfS9R¥--BBAR9--SHAbb--€8NSf9BR--bBN6-~BRM--68~bS--~N9 

MB~H99S--BP--fMPbEMEN~fNS--~HBSB-99AbS-PR9M-~HB-YiBWPBfN~-BP 

~PPEe~E9-P~~~BS7-RA~HBR-~HAN--fNYBS~MBN~--SPE€f~bfS~S,--AN9 

REPBR~--f~S--€BN€bSSfBNS--~--~HB--B9~9-BP-fNYBS~MBN~S•-~HB 

BB~9-BP-fNYBS~MEN~S-MBS~-eeNSf9BR-RBPBR~S-BP--~HB--ABYfSBR¥ 

B9~B--AN9-RBPBR~-~B-~HB-~9YfSBR¥-BBAR9-WHB~HBR-f~-APPRBVBS7 

9fSAPPRBYBST-BR-Wfbb-PBR~HBR-BHAMfNB--~HB--A9YfSBR¥--B9~9~9 

~BVIee. 

t3t--~HB---~9YfSBR¥--B9ARB--e9NSfS~S--BP--PfYB--MBMBBR9 

APPBfN~B9-B¥-~HB-S9YBRNBR•-A-MBMBBR-SBRYB9-A-~BRM-9P-4-¥8ARS 

AN9-MA¥--N~--BB--RBAPP9fN~B9T--~HB--MBMBBRS--SH~bb--NB~--BB 

APPBfN~B9-BASB9-9N-PfNANeiAL-BHPER~iSE7-BH~-9NB-MBMBBR-SHALb 

BB-APPBiN~B9-PR9M-BA€H-9P-~HB-P9bbBWfNS-AR~S~ 

tAt--SMALb-9BSfNBSSr 

tBt--ABRi€BL~BRBr 

tet--LABBRr 
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tBt--E€9NBMf€Sf-ANB 

fBt--LSeAL-SBYBRNMBN~• 

f4t--~HB--MEMBBRS--9P--~HB-ABYiSBR¥-B9~R9-SHALb-BbB€~-~ 

€H~fRMAN-PRBM-f~S-MEMBBRS•-~HB-A9YfS9R¥-B9~R9-SH~Lb-MBB~--~T 

bB~S~--~W9-BB~-N9T-MBRB-~HAN-P9BR-~iMES-~-¥B~•-~HB-A9YfSBR¥ 

B9~RB-MA¥-MBBT-~N¥Pb~€E-Wf~HfN-~HB-9~A~B•---MBMBBRS--9P--THB 

A9YiSBR¥--B9~B-ARB-BN~i~bBB-~9-MfbBASB7-b99SfNS,-AN9-MBAbS7 

~9-PR9YiBBB-iN-i-t8-S9t7-PBR-MBB~fNBS• 

t5t--~HB-B9AR9-BP-iNYBS~MBN~S--SHAbb--PR9YiBB--€bBRf€Ab 

ASSfSTAN€8--~9--~HB--A9YfSBR¥--B8~9-AN9-SHAbb-PA¥-NB€BSSAR~ 

€9S~S-6P-MBB~iNS-RSBMS-AN9-MBMBBRS~-~RAVBb-€BS~S. 

NEW SECTION. Section 2. Montana economic development 

board abolished -- functions transferred. The Montana 

economic development board, created by 2-15-1805, is 

abolished, and its functions are transferred to the board of 

investments created in section 1. 

NEW SECTION. Section 3. Board of investments 

abolished functions transferred. The board of 

investments, created by 2-15-1005, is abolished, and its 

functions are transferred to the board of investments 

created in section 1. 

Section 4. Section 7-6-1103, MCA, is amended to read: 

''7-6-1103. Issuance and sale of short-term obligations 

procedure. (1) The issuance of short-term obligations 

must be authorized by an ordinance of the governing body 
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that fixes the maximum amount of the obligations to be 

issued or, if applicable, the maximum amount which may be 

outstanding at any time, the maximum term and interest rate 

or rates to be borne thereby, the manner of sale, maximum 

price, form including bearer or registered as provided in 

Title 17, chapter 5, part 11, terms, conditions, and the 

covenants of the obligations. Short-term obligations issued 

under this section shall bear such fixed or variable rate or 

rates of interest as the governing body considers to be in 

the best interests of the local government. Variable rates 

of interest may be fixed in relationship to such standard or 

index as the governing body designates. 

(2) The governing body may sell the short-term 

obligations at par or at a discount: 

(a) at private negotiated sale to the Mon~ana-eeo"em~e 

de•e~opmen~ board of investments as provided in Title 17, 

chapter 5, part 16; or 

{b) at public sale to any other person. Any public 

sale must be noticed as provided in 7-7-4434(2).'' 

Section 5. Section 7-7-2259, MCA, is amended to read: 

"7-7-2259. Delivery of bonds. (1) If the board of 

investments is the purchaser of the bonds, the county 

treasurer shall forward the registered bonds to the 

department of adm~n~~t~stion commerce. The department shall 

deliver them to the state treasurer, and payment therefor 

-5- SB 298 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

SB 0298/04 

shall be made in the manner provided by law. 

(2) If the bonds are purchased by other investors, the 

county treasurer shall deliver the bonds to the purchaser 

upon receiving full payment therefor." 

Section 6. Section 7-7-4259, MCA, is amended to read: 

~7-7-4259. Delivery of bonds. (1) If the board of 

investments is the purchaser of the 

treasurer or town clerk shall forward the 

bonds, the city 

registered bonds 

to the department of adm~ni~~r~tien commerce. The department 

shall deliver them to the state treasurer, and payment 

therefor shall be made in the manner provided by law. 

12) If the bonds are purchased by other investors, the 

city treasurer or town clerk shall deliver the bonds to the 

purchaser upon receiving full payment therefor." 

Section 7. Section 17-5-1502, MCA, is amended to read: 

11 17-5-1502. Legislative declaration. (1) It is the 

policy of the state of Montana, in the interest of promoting 

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

the state, to increase job opportunities and to retain 

existing jobs by 

development board 

making available, through the eeenem±e 

of investments, funds for industrial, 

commercial, manufacturing, natural resource, agricultural, 

livestock, 

development. 

recreationa.l, tourist, 

(2) The legislature finds that: 

-6-
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(a) a vigorous, diversified, and growing economy is 

the basic source of job opportunities; 

(b) protection against unemployment and its economic 

burdens and the spread of economic stagnation can best be 

provided by promoting, attracting, stimulating, and 

revitalizing a diversified economy with contributions from 

industry, manufacturing, commerce, natural resource 

development, agriculture, livestock, recreation, tourism, 

and health care facilities; and 

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

create a favorable climate for new and improved job 

opportunities and a stable, growing, and healthy economy for 

its citizens by encouraging the development of business.'' 

Section 8. Section 17-5-1503, MCA, is amended to read: 

''17-5-1503. Definitions. As used in this part, unless 

the context requires otherwise, the following definitions 

apply: 

(1) "Board" means the Montar"'a--eeor"'omie--ee,ei=oprr~.er"'t 

board of investments created in r-t5-t865 [section 1]. 

( 2) "Bond'' means any bond, note, debenture, interim 

certificate, or other evidence of financial indebtedness 

issued by the board pursuant to this part. 

(3) "Department" means the department of commerce 

provided for in 2-15-1801. 

(4) "Financial institution'' means any bank, savings 
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and loan association, credit un1on, development credit 

corporation, insurance company, investment company, trust 

company, savings institution, or other financial institution 

approved by the board and maintaining an office in the 

state. 

(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. 

(7) '1Project'' means a project as defined in 90-5-101. 

(8) 11 Project costs" means the costs of acquiring or 

improving any project, including the following: 

(a) the actual cost of acquiring or improving real 

estate for any project; 

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

of a project, including architects' and engineers' fees; 

{c) all expenses in connection with the authorization, 

sale, and issuance of the bonds to finance such acquisition 

or improvement; 

(d) bond reserves and premiums for insurance or 

guaranty of loan payments or lease rentals 

the bonds; and 

-a-
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(e) the interest on such bonds for a reasonable time 

prior to construction, during construction, and not 

exceeding 6 months after completion of construction." 

Section 9. Section 17-5-1604, MCA, is amended to read: 

•17-5-1604. Definitions. As used in this part, the 

following definitions apply: 

( 1) •soard 11 means the Moft1:arta--eeofte.l'lli-e--de¥e3:epmefti: 

board of investments created in i-iS-1895 [section 1]. 

(2) •oepartment" means the department of commerce 

created in 2-15-1801. 

(3) "Local government unit" means any municipal 

corporation or political subdivision of the state, including 

without limitation any city, town, county, school district, 

or other special taxing district. 

(4) "Reserve fund" means the municipal finance 

consolidation act reserve fund created in 17-5-1630.'' 

Section 10. Section 17-5-1605, MCA, is amended to 

read: 

1'17-5-1605. Montana eeenem~e--~e¥elepment board of 

investments to implement. The Montana eeenem±e-de•eiepmeftt 

board of investments may make and enforce orders, 

bylaws that are necessary or desirable 

implementation of this part." 

rules, and 

for the 

Section 11. Section 17-5-1630, MCA, is amended to 

read: 
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"17-5-1630. Reserve fund. ( 1) The board shall 

establish and maintain a municipal finance consolidation act 

reserve fund, to which there shall be deposited or 

transferred: 

(a} all money appropriated by the legislature for the 

purposes of the fund in accordance with the provisions of 

subsection (4); 

(b) all proceeds of bonds required to be deposited in 

the fund by terms of a contract between the board and its 

bondholders or a resolution of the board with respect to the 

proceeds of bonds; 

(c) the proceeds of any bond issue of the state that 

is authorized for such purpose; 

(d) all other money appropriated by the legislature to 

the reserve fund; and 

(e) any other money or funds of the board that it 

decides to deposit in the fund. 

(2) All money held in the reserve fund shall be used 

solely for the payment of the principal of or interest on 

the bonds or notes secured in whole or in part by the fund 

or the debt service fund payments with respect to the bonds 

or notes, the purchase or redemption of the bonds or notes, 

the payment of interest on the bonds or notes, or the 

payment of any redemption premium required to be paid when 

the bonds or notes are redeemed prior to maturity. Money in 
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the reserve fund may not be withdrawn at any time in an 

amount that reduces the fund to an amount less than the sum 

of minimum reserve requirements established in the 

resolutions or indentures of the board for the fund except, 

with respect to bonds or notes secured in whole or in part 

by the fund, for the purpose of making payment when due of 

principal, interest, redemption premiums, and debt service 

fund payments for the payment of which other money pledged 

is not available. 

(3) Money in the reserve fund in excess of the 

required reserve may be withdrawn at any time by the board 

and transferred to another fund or account of the board 

established for purposes of this part, but not to any other 

fund or account. 

{4) Nothing in this section creates a debt or 

liability of the state. 

{5) Notwithstanding any provision of Title 17, chapte~ 

6, the board er-±"v~~tm~ftts may lend money for deposit to 

the reserve fund in an amount equal to any deficiency in the 

required debt service reserve. The loans shall be made on 

such reasonable terms and conditions as the board considers 

proper afte-as-~y-be-a9reed-ttpen-betweeft-tfte-bea~d--and--the 

eear~-ef-in~estment~, including without limitation terms and 

conditions providing that the loans need not be repaid until 

the obligations of the board secured and to be secured by 

-11- SB 298 

1 

2 

] 

4 

5 

6 

7 

8 

9 

10 

ll 

12 

1] 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

sa 0298/04 

the reserve fund are no longer outstanding.'' 

Section 12. Section 17-6-201, MCA, is amended to read: 

''17-6-201. Unified investment program -- general 

provisions. (l) The unified investment program directed by 

Article VIII, section 13, of the 1972 Montana constitution 

to be provided for public funds shall be administered by the 

board of investments afte-~he-Mon~ana-eeeftemte-deYeiepme"t 

eeare in accordance with Art±e%e-Yfff,-~eetion--%3T--e£--~he 

Meftea"a-cen3tit~tio"-a"d the prudent expert principle~ which 

requires any investment manager to: 

(a) discharge his duties 

prudence, and diligence, under 

with the care, 

the circumstances 

skill, 

then 

prevailing, that a prudent person acting in a like capacity 

with the same resources and familiar with like matters 

exercises in the conduct of an enterprise of a like 

character with like aims; 

(b) diversify the holdings of each fund within the 

unified investment program to minimize the risk of loss and 

to maximize the rate of return, unless under the 

circumstances it is clearly prudent not to do so; and 

(c) discharge his duties solely in the interest of and 

for the benefit of the funds forming the unified investment 

program. 

(2) Retirement funds may be invested in common stocks 

of any corporation provided that no investment may be made 
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at any time which would cause the book value of such 

investments in any retirement fund to exceed 50\ of the book 

value of such fund or would cause the stock of one 

corporation to exceed 2\ of the book value of such 

retirement fund. 

(3) Nothing contained in this section prevents the 

investment in any business activity in Montana, including 

activities that continue existing jobs or create new jobs in 

Montana, if the investment meets the standard of care 

required by this section. In discharging its duties, the 

board o£--~~vee~meftte--aft~-the-Montsna-e~onom~e-deve%opmen~ 

eeard shall consider the preservation of purchasing power of 

capital during periods of high monetary inflation. 

(4) The baaed e~-~~ve~eme~t~ has the sole authority to 

invest state funds other--tha"---the---Mo~ea"a---i~-state 

±nvestment--~ttne. No other agency may invest such state 

funds. The board shall direct the investment of state funds 

in accordance with the laws and constitution of this state. 

The board has the power to veto any investments made under 

its general supervision. 

(5) The board or-t~ve~tme~t~ shall: 

(a} assist agencies with public money to determine if, 

when, and ho~ much surplus cash is available for investment; 

(b) determine the amount of surplus treasury cash to 

be invested; 
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{c) determine the type of investment to be made; 

(d) prepare the claim to pay for the investment; and 

(e) keep an account of the total of each investment 

fund and of all the investments belonging to such fund and a 

record of the participation of each treasury fund account 

therein. 

(6) The board o£-±n7estme"ts may: 

(a} execute deeds of conveyance transferring all real 

property obtained through foreclosure of any investments 

purchased under the provisions of 17-6-211 when full payment 

has been received therefor; 

(b) direct the withdrawal of any funds deposited by or 

for the state treasurer pursuant to 17-6-101 and 17-6-105; 

{C) direct the sale of any securities in the program 

at their full and true value when found necessary to raise 

money for payments due from the treasury funds for which the 

securities have been purchased. 

(7) The cost of administering and accounting for each 

investment fund shall be deducted from the income therefrom, 

except that such 

shall be paid from 

costs of the nonexpendable trust funds 

income otherwise receivable from the 

pooled investment fund, and the amounts required for this 

purpose shall be appropriated by the legislature from the 

respective investment funds.•• 

Section 13. Section 17-6-302, MCA, is amended to read: 
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11 17-6-302. Definitions. As used in this part, unless 

the context requires otherwise, the following definitions 

apply: 

( 1) ••soard" means the Montana--eeonom~e-ee.,.e%er'J'!ftent: 

board of investments estabi~shed--in--i-15-1895 created in 

(section 1]. 

( 2) 11 Clean and healthful environment" means an 

environment that is relatively free from pollution which 

threatens human health, including as a minimum, compliance 

with federal and state environmental and health standards. 

(3) "Employee-owned enterprise" means any enterprise 

at least 51\ of whose stock, partnership interests, or other 

ownership interestG is owned and controlled by residents of 

Montana each of whose principal occupation is as an 

employee, officer, or partner of the enterprise. 

{4) ''Financial institution" includes but is not 

limited to a state- or federally chartered bank or a savings 

and loan association, credit union, or development 

corporation created pursuant to Title 32, chapter 4. 

[5) "Loan participation" means loans or 

thereof bought from a financial institution. 

portions 

(6) "Locally owned enterprise" means any enterprise 

51% of whose stock, partnership interests, or other 

ownership interests are owned and controlled by residents of 

Montana. 
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(7) "Long-term benefit to the Montana economy•• means 

an activity that strengthens the Montana economy and that 

has the potential to maintain and create jobs, increase per 

capita income, or increase Montana tax revenues in the 

future to the people of Montana, either directly or 

indirectly. 

(8) "Montana economy" means any business activity in 

the state of Montana, including those which continue 

existing jobs or create new jobs in Montana. 

( 9) "Montana in-state investment fund" means the fund 

established by 17-6-305. 

( 10) 11 Service fees" means the fees normally charged by 

a financial institution for servicing a loan, 

amounts charged for collecting payments and 

amounts to the fund." 

including 

remitting 

Section 14. Section 80-14-102, MCA, is amended to 

read: 

"80-14-102. (Temporary) Definitions. As used in this 

chapter, the following definitions apply: 

(1) ''Board'' means the board of investments established 

under ~-15-1985 (section 1]. 

(2) "Eligible agricultural operation 11 means any 

person, corporation, partnership, or other entity which is 

engaged in the production of agricultural, livestock, 

poultry, dairy, or fruit or other horticultural products and 
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which: 

(a) derives at least 70\ of its gross income from such 

production; and 

(b) has total financial liabilities exceeding 30\ of 

its total assets. 

(3) ~Eligible lending institution'' means a financial 

institution that: 

(a) is eligible to make commercial loans; 

(b) is a public depository of state funds; and 

{c) agrees to participate in the linked deposit 

program established by this chapter. 

(4) 11 Linked deposit" means an agreement between the 

board and an eligible financial institution whereby a 

certificate of deposit for a term not exceeding 6 months is 

placed by the board with an eligible lending institution at 

a rate 1% below the current market rate for such a deposit, 

as determined by the board, provided the institution agrees 

to lend the value of such deposit, pursuant to the deposit 

agreement provided in 80-14-202, to eligible agricultural 

operations at an interest rate not exceeding 2 percentage 

points greater than the rate payable on the certificate of 

deposit. (Terminates March 15, 1987--sec. 9, Ch. 5, Sp. L. 

March 1986.)" 

Section 15. Section 90-6-104, MCA, is amended to read: 

"90-6-104. General powers of the board. The board may: 
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substantive rules 

necessary for the administration of this part, including 

rules concerning its mortgage, construction, and temporary 

lending programs; 

(4) make contracts, agreements, and other instruments 

necessary or convenient for the exercise of its powers under 

this part; 

(5) enter into agreements or other transactions with 

any federal, state, or local governmental agency, any 

persons, and 

corporation, 

this part; 

any domestic 

association, or 

or foreign partnership, 

organization in carrying out 

(6} enter into agreements under its rules with 

sponsors, mortgagors, or lending institutions for the 

purpose of regulating the analysis, planning, development, 

and management of housing developments financed in whole or 

in part by the proceeds of its loans or securities and 

mortgage purchase programs; 

(7) enter into agreements or other transactions with, 

and accept grants and the cooperation of, any governmental 

agency in furtherance of this part, including but not 

limited to the development, leasing, maintenance, operation, 

and financing of any housing development; 
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appropriations, gifts, grants, 

utilize or dispose of them in 

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

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

foreclosure, lease, or otherwise; hold, sell, assign, lease, 

encumber, mortgage, or otherwise dispose thereof; hold, 

sell, assign, or otherwise dispose of any mortgage or loan 

owned by it or in its control or custody; release or 

relinquish any right, title, claim, interest, easement, or 

demand, however acquired, 

redemption; do any of 

including any equity or right of 

the foregoing by public or private 

sale, with or without public bidding; commence any action to 

protect or enforce any right conferred upon it by any law, 

mortgage, contract, 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 operate, 

manage, lease, dispose of, and otherwise deal with such 

property in any manner necessary or desirable to protect its 

interests and the holders of its bonds or notes and 

consistent with any agreement with such holders; 

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

loans; 

( 11) provide general technical services in the 

analysis, planning, design, processing, construction, 
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rehabilitation, 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 

developments for persons and families of lower income and 

the residents thereof with respect to counseling and 

training in management, horne ownership, 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 

noteholders, as provided in Title 17, chapter 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 authority enterprise fund; 

(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 by the association or other agency or 

instrumentality to the extent, if any, required as a 

condition of such sale; 

(15) consent, whenever it deems it necessary or 

desirable in fulfilling its purposes, to the modification of 

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

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

contract, mortgage, mortgage loan, mortgage loan commitment, 
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construction loan, advance contract, or agreement of any 

kind, subject to any agreement with bondholders and 

noteholders; 

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

connection with making and servicing its loans, notes, 

bonds, commitments, and other evidences of indebtedness and 

in connec:ion with providing technical, consultative, and 

project assistance services. Interest fees and charges shall 

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

board, including operating and administrative expenses and 

reasonable allowances for losses which may be incurred. 

(17) procure insurance against any loss in connection 

with its mortgages and mortgage loans and other assets or 

property in amounts and from insurers as the board considers 

desirable or necessary; 

{18) act as agent for governmental agencies concerning 

acquisition, construction, leasing, operation, or management 

of a housing development; 

{19) issue notes and bonds and replace lost, destroyed, 

or mutilated notes and bonds; 

{20) develop special programs for housing developments 

for veterans of the armed forces of the United States who 

are unable to acquire safe and sanitary housing through 

lending institutions by conventional means; and 

{21) lend money to the e~onomie-deveiopment board of 
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investments to establish the Montana economic development 

guaranty fund created by 17-5-1520. 11 

Section 16. 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 Monte:ne:--t!eonomi=e-deveiopment 

board of investments provided for in i-15-1665 {section 1). 

(2) "Capital base'' means equity capital or net worth. 

(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 

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 bt1siness•• 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 
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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; 

(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) 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-B-202." 

SECTION 17. SECTION 2-18-103, MCA, IS AMENDED TO READ: 

"2-18-103. Officers and employees excepted. Parts 1 
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and 2 do not apply to the following positions in state 

government: 

(1) elected officials; 

(2) county assessors and their chief deputy; 

(3) officers and employees of the legislative branch; 

(4) judges and employees of the judicial branch; 

(5) members of boards and commissions appointed by the 

governor, appointed by the legislature, or appointed by 

other elected state officials: 

(6) officers or members of the militia; 

(7} agency heads appointed by the governor; 

(8) academic and professional administrative personnel 

with individual contracts under the authority of the board 

of [egents of higher education: 

(9) academic and professional administrative personnel 

and live-in houseparents who have entered into individual 

contracts with the state school for the deaf and blind under 

the authority of the state board of public education; 

(10) teachers under the authority of the department of 

institutions; 

( 11) investment officer andL assistant investment 

officer, executive director, and three professional staff 

positions of the board of investments; and 

(12) four professional staff positions under the board 

of oil and gas conservation.'' 
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NEW SECTION~ Section 18. Repealer. Sections 

2-15-1005, 2-15-1805 through 2-15-1807, and 17-6-307, MCA, 

are repealed. 

NEW SECTION. 

Seetieft SBeTf&NS 

Section 19. Codification instruction. 

SECTION l is ANB-i-ARB IS intended to be 

codified as an integral part of Title 2, chapter 15, part 

18, and the provisions of Title 2, chapter 15, part 18, 

apply to aeetieft SBeTteNS SECTION 1 ANB-i. 

NEW SECTION. Section 20. Effective date. This act is 

effective July 1, 1987. 

-End-
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