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4 A BILL FOR AN ACT ENTITLED: "AN ACT ELIMINATING THE MDNTANA BOARD OF SCIENCE AND
5 TECHNOLOGY DEVELGPMENT; TRANSFERRING THE PORTFOLICS OF THE MONTANA BOARD OF
6 SCIENCE AND TECHNOLOGY DEVELOPMENT TO THE BOARD OF INVESTMENTS; REVISING THE JOB

~d

INVESTMENT LOAN LAWS; APPROPRIATING COAL SEVERANCE TAX PERMANENT FUNDS TO THE

OFFICE OF THE COMMISSIONER OF HIGHER EDUCATION TO REPAY THE RESEARCH AND
9 DEVELOPMENT LOAN; PROVIDING FORTHE DEPOSIT OF THELOAN REPAYMENT; AMENDING SECTIONS

10 2-18-103, 17-6-201, 17-6-302, 17-6-305, 17-6-308, 17-6-503, 17-6-509, 17-8-510, 17-7-5602, AND

11 90-8-201, MCA; REPEALING SECTIONS 2-15-1818,90-3-101,90-3-102,90-3-201, 80-3-202, 90-3-203,

12 90-3-204,90-3-301, 90-3-303, 90-3-304, 90-3-305, 90-3-501,90-3-5602, 20-3-503, 90-3-504, 80-3-505,

13 20-3-5086, 90-3-519, 90-3-520, 90-3-521, 90-3-522, 90-3-523, 90-3-524, 90-3-525, AND 90-3-901,

14 MCA; AND PROVIDING AN EFFECTIVE DATE."

15

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

17
18 Section 1. Section 2-18-103, MCA, is amended to read:
19 "2-18-103. Officers and employees excepted. (1) Parts 1 and 2 do not apply to the following

20 positions in state government:

21 fa) elected officials;

22 {b) county assessors and their chief deputy;

23 (c) employees of the office of consumer counsel;

24 {d} judges and employees of the judicial branch;

25 (e} members of boards and commissions appointed by the governor, the legislature, or other elected

26 state officials;

27 {f} officers or members of the militia;
28 {g) agency heads appointed by the governor;
29 {h) academic and professional administrative personnel withindividual contracts under the authority

30 of the board of regents of higher education;
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(i) 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;

{j} teachers under the authority of the department of corrections or the department of public health
and human services;

(k) investment officer, assistant investment officer, executive director, and three five praofessional
staff positons of the board of investments;

() four professional staff positions under the board of oil and gas conservation;

{m} assistant director for security of the Montana state lottery;

techheleogy-development:

{o1(n) executive director and employees of the state compensation insurance fund;

(o) state racing stewards employed by the executive secretary of the Montana board of
horseracing;

+&#(p} executive director of the Montana wheat and barley committee;

{~+{a) commissioner of banking and financial institutions; and

¢si{r} training coordinator for county attorneys.

{21 Employees of an entity of the legislative branch, other than the office of consumer counsel, are
exempt from the application of 2-18-1011 through 2-18-1013. With respect to entities of the legislative
branch, other than the office of consumer counsel:

{a; as used in parts 1 through 3 of this chapter, references to the "department of administration”
or "department” apply to the legislative council established by 5-11-101, which may delegate administrative
duties to the legislative services division established by 5-11-111;

{bt as used in 2-18-102, the term "governor" appiies 10 the fegislature; and

fc) asusedin 2-18-204, the term "budget director” applies to the "approving authority” as defined

in 17-7-102."

Section 2. 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 VIil, section 13, of the Montana constitution to be provided for public funds must be
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administered by the board of investments in accordance with the prudent expert principle, which requires
any investment manager to:

(a) discharge the 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 with like
matters exercises in the conduct of an enterprise ot 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

(¢} discharge the duties solely in the interest of and for the benefit of the funds forming the unified
investment program.

{2} (a} Retirement funds may be invested in cammon stocks of any corporation, except that an
investment may not be made at any time that wouid cause the book value of the investmeﬁts in any
retirement fund to exceed 50% of the bock value of the fund or would cause the stock of one corporation
to exceed 2% of the book value of the retirament fund.

(b) Other public funds may not be invested in private corporate capital stock. "Private corporate
capital stock” means only the common stock of a carporation.

{3) (a} This section does not prevent investment in any business activity in Montana, including
activities that continue existing jobs or create new jobs in Montana.

(b) The board is urged under the prudent expert principle to invest up to 3% of retirement funds
in venture capital companies. Whenever possible, preterence shoutd be given to investments in those
venture capital companies that demonstrate an intergst in making investments in Montana,

{c) In discharging its duties, the board shall consider the preservation of purchasing power of
capitat during periods of high monetary inflation.

{d) The board may not make a direct loan to an individual borrower. The purchase of a loan or a
portion of a loan originated by a financial institution is not considered a direct loan.

{4) The board has the primary authority to invest state funds. Another agency may not invest state
funds unless otherwise provided by law. The board shall direct the investment of state funds in accerdance
with the laws and constitution of this state. The board has the power to veto any investménts made under
its general supervision.

{5) The board shali:
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(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
the fund and a record of the participation of each treasury fund account in each investment fund.

(6} The beard 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 for the
property;

{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;

(d} expend funds needed to cover costs of necessary repairs to property owned by the board as
an investment. The expenditures may bhe made directly by the board and are statutorily appropriated, as
provided in 17-7-b02. Repairs that cost in excess of $2,500 must be bid, and the bid must be awarded in
compliance with existing state law and regulations. Emergency repairs may be made by the board without
bid if approved by the state architect.

{7) The cost of administering and accounting for each investment fund must be deducted from the

income from each fund.

Section 3. 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 board of investments created in 2-15-1808.
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{2) "Capital company”™ means a Montana capital company created pursuant to Title 30, chapter 8.

{3) "Ctean and healthful environment" means an environment that is relatively free from pollution
that threatens human health, including as a minimum, campliance with federal and state environmental and
health standards.

{4) "Department” means the department of commerce provided for in 2-15-1801.

(5} "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 as an employee, officer, or partner of the enterprise.

+B+(B) "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.

847} "Loan participation" means loans or portions thereet of loans bought from a financial
institution and does not include the purchase of debentures issued by a capital company.

4(8) "Locally owned enterprise” means any enterprise 51% of whose stock, partnership interests,
or other ownership interests are is owned and controlled by residents of Montana.

+81(9) "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, ot
increase Montana tax revenrues revenue in the future to the people of Montana, either directly or indirectly.

94(10) "Montana economy” means any business activity in the state of Montana, including those
whieh that continue existing jobs or create new jobs in Montana.

Ho4{11) "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.”

Section 4. Section 17-8-305, MCA, is amended to read:

"17-6-305. Investment of up to twenty-five percent of coal tax trust fund in Montana economy
-- report by board. {1) Subject to the provisions of 17-6-201(1}, the board shall endeavor to invest up to
25% of the permanent coal tax trust fund established in 17-6-203(6) in the Montana economy, with special
emphasis on investments in new or expanding locally owned enterprises. Investments made pursuant to
this section do not include investments made pursuant to 17-6-309(2}. For purposes of calculating the 25%

of the permanent coal tax trust fund, the board shall include ail funds listed in 17-5-703(1). The portion of
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the permanent coal tax trust fund centained in portfolios formerly administered by the Montana hoard of

science and technology development and administered hy the department pursuant to +76-368843}+ part b

of this chapter may is not be inclucad n the 25% of the trust fund allocated to the board for in-state
investmert under this section.

{2} Indetermining the probable income to be derived from investment of this revenue, the long-term
benefit to the Montana economy must be cansidered. |

(3] The legislature may provide additional procedures to implement this section.

{4} The board shall include a report on the investments made under this section as a part of the

information required by 17-7-111."

Section 5. Section 17-6-308, MCA, is amended to read:

"17-6-308. Authorized investments. (1) Except as provided in subsections (2) and (3} and subject
to the provisions of 17-6-201, the Montana permanent coal tax trust fund must be invested as authorized
by rules adopted by the board.

(2! The board may make loans from the permanent coal tax trust fund to the capital reserve
account created pursuant to 17-5-15156 to establish balances or restore deficiencies in the account. The
board may agree in connection with the issuance of bonds or notes securad by the account or fund 1o make
the loans. Loans must be on terms and conditions determined by the board and must be repaid from
revenue realized from the exercise of the board’s powers under 17-5-1501 through 17-5-1518 and
17-5-15271 through 17-5-152%2, subject to the prior pledge of the revenue t¢ the bonds and notes.

(3" The board shall abew manage the seed capital and research and development loan portfolios

created by the former Montana board of science and technology development—previdedterin215-1818;

The board is the successor in interest to all agreements, contracts, |oans, notes, of other instruments

entered into by the Montana board of science and technology development as part of the seed capital and

research and development loan portfolios. Until the Me#

departmert makes a loan pursuant to the provisions of Hte-80-; part 5 of this chapter 3, the $2 million in
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funds under its administration must be invested by the board pursuant to the provisions of 17-6-201. As

seed-capital-andrrerzamne-firanetng loans made pursuant to part b of this subseetier chapter are repaid,

department may reinvest the principal in new

loans pursuant to part 5 of this chapter.

(4) The beoard shall adopt rules to allow a nonprofit carporation to apply for economic assistance.
The rules must recognize that different criteria may be needed for nonprofit corporations than for for-profit

corporations.”

Section 6. Section 17-6-503, MCA, is amended to read:

“17-6-503. Definitions. As used in this part, unless the context requires otherwise, the following

definitions apply:

£24{1) "Department” means the department of commerce provided for in 2-15-1801.

(2] "Jobh investment administrative account” means the account established in 17-6-509.

{3} "Job investment loan account” means the account established in [section 7}.

£31{4) "Loan review committee" means the committee that is established by the department to
consider economic deveiopment loan applications for funding by the federal community development block
grant program and that is responsible for reviewing and recommending to the beard department the
approval or denial of job investment loans subject to this part and rules implementing this part.

t4}(5) "Qualified business" means a business enterprise that either is or will be located in the state
and that produces goods or provides services that will, as a result of receiving a job investment loan, create

jobs for Mantana waorkers.”

NEW SECTION. Section 7. Job investment loan account. There is a job investment loan account.
The department shall deposit all principat payments on ioans made pursuant to this part in the account and
may make additional loans pursuant to this part. The department shall make {oans from the funds allocated

to the department under 17-6-308.

Section 8. Section 17-6-509, MCA, is amended to read:
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“17-6-509. Job investment administrative account. There is a job investment administrative
account in the state special revenue fund. The department shall deposit up to 20% of interest payments
on job investment loans into the account. Money in the account must be used tc pay the costs of
administering this part, including personnel costs, operating costs, and administrative costs. |nterest

payments not deposited into the account must be deposited into the coal severance tax income fund

established in 17-5-703."

Section 9. Section 17-6-510, MCA, is amended to read:

"17-6-510. Loan review committee -- conflict of interest -- servicing of loans. {1) The department
shall establish a loan review committee to administer this part. The committee shall accept and raview loan
applications pursuant to rules adopted by the department. The committee shall recommend to the beard
department the approval or disapproval of loans. A loan may not exceed $500,000.

{2} If a member of the committee has a financial interest in a business that submits a job
investmert loan application, then the application must be denied.

{3} The department shaH may contract for the servicing of loans.

(4) The departmentis the successor in interest to all agreements, contracts, loans, notes, or other

instruments entered into under this part.”

Section 10. Section 17-7-5802, MCA, is amended to read:

"17-7-502. Statutory appropriations -- definition -- requisites for validity. (1) A statutory
appropriation is an appropriation made by permanent law that authorizes spending by a state agency
without the need for a biennial legislative appropriation or budget amendment.

(2) Except as provided in subsection (4}, to be effective, a statutory appropriation must comply
with both of the following provisions:

{at The law containing the statutory authority must be listed in subsection (3).

(b} The law or portion of the law making a statutory appropriation must specifically state that a
statutory appropriation is made as provided in this section.

(3} The following laws are the only laws containing statutory appropriations: 2-9-'202; 2-17-105;
2-18-812,3-5-901,5-13-403,10-3-203;10-3-310; 10-3-312; 10-3-314; 10-4-301; 156-1-111; 15-23-706;
156-30-195; 15-31-702; 15-37-117; 15-38-202; 15-65-121; 156-70-101; 16-1-404; 16-1-410; 16-1-411;
{ Legislative
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16-11-308; 17-3-106; 17-3-212; 17-5-404; 17-5-424; 17-5-804; 17-6-101; 17-6-201; 17-7-304;
18-11-112,18-2-502; 18-6-709; 19-9-1007; 19-17-301; 19-18-512; 19-18-513; 19-18-606; 19-13-205;
19-19-305; 19-19-506; 20-8-107; 20-8-111; 20-9-361; 20-26-1503; 23-5-136; 23-5-306; 23-5-409;
23-5-610; 23-5-612; 23-5-631; 23-7-301; 23-7-402; 32-1-537; 37-43-204; 37-51-501; 39-71-503;
39-71-907;39-71-2321,;39-71-2504,44-12-206;44-13-102;50-4-623,;50-5-232; 50-40-206;53-8-150;
53-6-703; 53-24-206,; 60-2-220; 67-3-205; 75-1-1101; 75-5-1108; 75-6-214; 75-11-313; 76-12-123;
80-2-103; 80-2-222; 80-4-416; B1-5-111; 82-11-136; 82-11-161; 85-1-220; 85-20-402; 80-3-30%
90-4-215; 90-6-331; 90-7-220; 90-7-221; and 90-9-306.

{4) There is a statutory appropriation to pay the principal, interest, premiums, and costs of issuing,
paying, and securing all bonds, notes, or other obligations, as due, that have been authorized and issued
pursuant to the laws of Montana. Agencies that have entered into agreements authorized by the laws of
Maontana to pay the state treasurer, for deposit in accordance with 17-2-101 through 17-2-107, as
determined by the state treasurer, an amount sufficient to pay the principai and interest as due on the
bonds or notes have statutory appropriation authority for the payments. {In subsection (3}: pursuant to sec.
7, Ch. 567, L. 1991, the inclusion of 19-8-709 terminates upon death of last recipient eligible for
supplemental benefit; and pursuant to sec. 7{2}, Ch. 29, L. 1985, the inclusion of 15-30-195 terminates

July 1, 2001.)"

Section 11. Section 90-8-201, MCA, i1s amended to read:

"90-8-201. Certification of Montana capital companies -- certification of a Montana small business
investment capital company. (1) The department shall certify one Montana small business investment
capital company, and from time to time, the department shall certify Montana capital companies. A
company seeking to be certified as a Montana capital company or as the Montana small business
investment capital company shall make written application to the department on forms provided by the
department. The application must contain the information required by 90-8-204 and other information that
the department reqguires. The application and certificate must specify the level of capitalization that the
company expects to qualify for the tax credits provided for in 90-8-202.

(2} The application must show that the appticant’s purpose is to increase the general economic
welfare of the state of Montana by:

(a) making investment capital available to businesses in Montana; and
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(b} allowing for investment of up to 25% of its capital base in businesses outside Montana if there
is a substantial likelihood that sueh the investment will produce a qualified investment in Montana.

(3) Certifiable applicants include but are not limited to local and community development
corporations, small business administration 503 corporations, and small business investment companies.

(4) Certification is a prerequisite to and must be completed before seeking designation as a qualified
capital company or as the qualified Montana small business investment capital company.

(5) To be eligible for certification under this section as the Montana small business investment
capital company, the applicant shall commit to;

(a) wtihze using the tax credits to accumulate private capital- with the intention of being designated
a smail business investment corporation by the United States smalil business administration as provided in
Title Il of the Smail Business Investment Act of 1958, as amended, and as implemented under 13 CFR 107;

(b} target targeting its investments as a small business investment capital company toward
commercialization projects emerging from centers of excellence and entrepreneurship, federal laboratories,
the federal small business innovative research program, the federal cooperative research and development
agreement program, Montana university system research and development, the-Mentana-beard-ofscience
anetechnology—develepmentisesend-stagel; small business incubators, community development block
grant programs, and projects emerging from economic development programs of Montana certified
communities, with the objective of providing significant investment opportunities in an area where economic
development capital is limited;

{c] eensider considering investment opportunities originating in any Montana county; and

{d; adept adopling investment guidelines that ensure that not less than 10% of its available capital

is invested in counties with populations of 20,000 or less.”

NEW SECTION. Section 12. Appropriation -- loan repayment. There is appropriated to the office
of the commissioner of higher education from the coal severance tax permanent trust fund up to
$9,350,000 for the purpose of repaying the research and development loan made by the Montana board
of science and technology development to the university system. The appropriation must be used to repay
the loan principal to the board of investments as the successor in interest to the Montana board of science
and technology development. The repayment must be deposited in the ccal severance tax permanent fund.

The principal must be repaid within 30 days after [the effective date of this act].
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NEW SECTION. Section 13. Repealer. Sections 2-15-1818, 90-3-101, 90-3-102, 90-3-201,
90-3-202, 90-3-203, 90-3-204, 90-3-301, 90-3-303, 90-3-304, 90-3-305, 90-3-501, 90-3-502, 90-3-503,
90-3-504, 90-3-505, 90-3-506, 90-3-519, 90-3-520, 90-3-521,90-3-522, 90-3-523, 90-3-524, 90-3-525,
and 90-3-901, MCA, are repealed. '

NEW SECTION. Section 14. Saving clause. [This act] does not affect rights and duties that

matured, penalties that were incurred, or proceedings that were begun before [the effective date of this

act].
NEW SECTION. Section 15. Codification instruction. [Section 7] is intended to be codified as an
integral part of Title 17, chapter 6, part 5, and the provisions of Title 17, chapter 6, part 5, apply to

[section 7].

NEW SECTION. Section 16. Three-fourths vote required. Because [section 12] statutorily

appropriates money from the coal severance tax trust fund, Article IX, section 5, of the Montana
constitution requires a vote of three-fourths of the members of each house of the legislature for passage
of [section 12]. If a vate of three-fourths of the members of each house is not received, then [section 12]

is void.

NEW SECTION. Section 17. Effective date. [This act] is effective July 1, 1997,

-END-

[ Legislative
~, Services =11 -
~ Division



STATE OF MONTANA - FISCAL NCTE

Fiscal Note for EBOST78, as introduced

DESCRIPTICON COF PROPOSED LEGISLATION:

A bi1ll for an act eliminating the Montana Becard of Science and Technology Development;
transferring the portfolios to the Montana Bocard of Investments; revising the Job Investment
Loan laws; appropriating coal severance tax permanent funds to the Ccmmissioner of Higher

E

ducation to repay the research and develcpment loan.

ASSUMPTICNS:
Department of Commerce:

1.

All Montana Board of Science and Technology (MST) administrative expenditures will be
eliminated. Three FTE will be eliminated. An FTE will be transferred tc the Board of
Investments (BCI) to monitor and evaluaze the investment portfolios and 1.00 FTE has
already been transferred to the Econcmic Development Division toc staff a new federal
grant. The Economic Development Division FTE will be supported with federal funds
already included in the Executive Budget for the 1899% biennium.

BOI operaticnal expenditures will increase slightly to accommodate the management and
evaluation of the transferred investment portfolios. The Economic Development Divisicn
will assume administration of the Jobs Investment Loan (JIL) program with the
appropriation requested by MST in the Executive Budget.

The MST state special revenue accounting entity 02121 is funded by interest earned on
seed capital and research and development loan portfolices. Crice this account is
eliminated, all of the i1nterest earned on these portfolios will be deposited in the
state general fund. The Economic Development Division will retain the JIL state
special revenue accounting entity 02353 for loan servicing requirements.

The BOI utilizes a cost allocation system to charge accounts it invests based on
personal service costs and identifiable operational costs attributed to the account.
The charges are netted against the 1lncome earned by the account and deposited in an
internal service account that funds the BOI i1investment operations. Because the
interest earned by the MST loan portfolios transferred to the BCI accrues to the state
general fund, the BOI costs for managing and evaluating the portfolics would be charged
against this state general fund interest income.

If a three-fourths vote 1s c¢btained, upon payment of the Montana University System
loans, the interest earnings on coal severance tax permanent trust fund would create
a general fund would loss 513,085 in fiscal year 1998 and 520,100 in fiscal year 1599.

Commissioner of Higher Education:

5.

The current research and loan balance is $9,350,000. Section 12 of the proposed
legislation appreopriates $9,350,000 teo the Commissioner of Higher Education for the
purpose of repaying the research and development loan. The required loan payment in
fiscal year 1997 is $270,000 of which $156,800 is interest and $113,400 is principle.
This payment has not been made by the Montana University System.

The repayment of the research and develcpment lcan 1s prorated to Montana State
University Bozeman {(MSU), University of Montana Misscula (UM), and Montana Tech based
upcn the total of research and development expenses. The fiscal year 1996 lcan payment
of 5250,000 amounted to $157,500 for MSU Bozeman 576,750 for UM Misscula, and $15,570
for Montana Tech.

Loan repayments have primarily come from 1ndirect cost recoveries on grants from
federal and private sources.

FISCAL IMPACT:

Science & Technology FYo8 FY99

Expenditures: Difference Difference
FTE (5.00) {(5.00)
Personal Services 1224,891) (225,176)
Operating Expenses {119, 025) /,\ (118, 335)
Debt Service {11,892) 7 (15,0648)

Total (355, 808)

//“_“\\\ (359,159)

g ; Q.2/‘?7(Contlnued)

~fe é\\ a t’z")//ﬂ/

DAVE LEWIS, BUDGET DIRECTOR DATE RbYﬁL JOHNSOﬁ PRIMARY SPONSOR DATE
Office of Budget and Program Planning

Fiscal Note for HBOS578, as introduced
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Fiscal Note Request, HBO578, as jintroduced

Page 2
(continued)
FY98 EY99
Board of Investments (06) Difference Difference
FTE 1.00 1.00
Perscnal Services 51,319 51,3189
Jpera“ng Expenses 23,000 23,000
Total 74,319 74,319
Economic Development ({02}
FTE 1.00 1.00
Operating Expences 764 764
Debt Service 11,882 15,648
Tctal 12,656 16,412
Revenues:
Ecenomic Dev. JIL Interest 12,656 16,412
Commissioner ¢f Higher Education:
Expvenditures:
MUS Loan Repayments (285,000) (300,000}
Revenues:
Designated Furds (33) 285,000 300, 000
Net Impact:
FTE (3.00) (2.00)
General Fund 262,394 264,740

LONG-RANGE EFFECTS OF PROPOSED LEGISLATION:

There will be no more seed capital or research and development loans made. When these lcans
are repaid, the principal will be deposited in the trust where it will be invested by BOI 1in
the same manner it currently invests trust principal. Investment earnings to the state
general fund will increase commensurate with any reduction in expenditures resulting from the
enactment of this bill.

If the university system repays its research and development loans with an appropriation from
the trust, rather than its own funding socurces, the trust’s principal will be reduced by the
amount of the Trust appropriation used to repay the loans.

TECHNICAL NOTES:
Because Section 12 appreopriates funds from the trust, that section requires a three-fourths
vcte of each house. BAll cther secticns of the bill reguire a simple majority vote.
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APPROVED BY COM CN
APPROPRIATIONS

o - /égjc BILLNO. 3 /¥

INTRODUCED BY (( _

A BILL FOR AN ACT ENTITLED: "AN ACT ELIMINATING THE MONTANA BOARD OF SCIENCE AND
TECHNOLOGY DEVELOPMENT; TRANSFERRING THE PORTFOLIOS OF THE MONTANA BOARD OQF
SCIENCE AND TECHNOLOGY DEVELOPMENT TO THE BOARD OF INVESTMENTS; REVISING THE JOB
INVESTMENT LOAN LAWS; APPROPRIATING COAL SEVERANCE TAX PERMANENT FUNDS TO THE
OFFICE OF THE COMMISSIONER OF HIGHER EDUCATION TO REPAY THE RESEARCH AND
DEVELOPMENT LOAN; PROVIDING FORTHE DEPOSIT OF THE LOAN REPAYMENT; AMENDING SECTIONS
2-18-103, 17-6-201, 17-6-302, 17-8-305, 17-6-308, 17-6-503, 17-6-5609, 17-6-510, 17-7-602, AND
90-8-201, MCA,; REPEALING SECTIONS 2-15-1818,90-3-101, 90-3-102, 90-3-201, 90-3-202, 90-3-203,
90-3-204,90-3-301,90-3-303, 90-3-304, 30-3-305, 90-3-501, 90-3-502, 90-3-503, 90-3-504, 90-3-505,
90-3-506, 90-3-519, 90-3-520, 90-3-521, 90-3-522, 90-3-5623, 90-3-524, 90-3-525, AND 90-3-901,
MCA; AND PROVIDING AN EFFECTIVE DATE."

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

Section 1. Section 2-18-103, MCA, is amended to read:

"2-18-103. Officers and employees excepted. (1) Parts 1 and 2 do not apply to the following
positions in state government:

(a} elected officials;

(b} county assessors and their chief deputy;

(c) employees of the office of consumer counsel;

{d} judges and employees of the judicial branch;

{2} members of boards and commissions appointed by the governor, the legislature, or other elected
state officials;

{f) officers or members of the militia;

{g) agency heads appointed by the governor;

{h) academic and professional administrative personnel with individual contracts under the authority
of the board of regents of higher education;

p—— | HBE578
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{i) 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; ,

(j) teachers under the authority of the department of corrections or the department of public heaith
and human services;

(k) investment officer, assistant investment officer, executive director, and three five professional
staff positions of the beard ot investments;

(I} four professional staff positions under the board of ¢il and gas conservation;

{m) assistant director for security of the Montana state lottery;

{e+(n} executive director and employees of the state compensation insurance fund;

{pHo} state racing stewards employed by the executive secretary of the Montana board of
horseracing;

{aHp) executive director of the Montana wheat and barley committee;

{rlg) commissioner of banking and financial institutions; and

{sHr) training coordinator for county attorneys.

{2} Employees of an entity ot the legislative branch, other than the office of consumer counsel, are
exempt from the application of 2-18-1011 through 2-18-1013. With respect to entities of the legislative
branch, other than the affice of consumer counsel:

{a) as used in parts 1 through 3 of this chapter, references to the "department of administration”
or "department” apply to the legislative council established by 5-11-101, which may delegate administrative
duties tc the legisiative services division established by 5-11-111;

(b} as used in 2-18-102, the term "governor" applies to the legislature; and

(c) asusedin 2-18-204, the term "budget director” applies to the "approving authority" as defined

in17-7-102."

Section 2. 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 Montana constitution to be provided for public funds must be

Legisiative
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administered by the board of investments in accordance with the prudent expert principle, which requires
any investment manager to:

{a) discharge the 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 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

(¢) discharge the duties solely in the interest of and for the benefit of the funds forming the unified
investment program.

(2) (a) Retirement funds may be invested in common stocks of any corporation, except that an
investment may not be made at any time that would cause the book value of the investmeﬁts in any
retirement fund to exceed 50% of the book value of the fund or would cause the stock of one corporation
10 exceed 2% of the book value of the retirement fund.

{b) Other public funds may not be invested in private carporate capital stock. "Private corporate
capital stock” means only the common stock of a corporation.

(3) {a) This section does not prevent investment in any business activity in Montana, inciuding
activities that continue existing jobs or create new jobs in Montana.

{b} The board is urged under the prudent expert principle to invest up ta 3% of retirement funds
in venture capital companies. Whenever possible, preference should be given to investments in those
venture capital companies that demonstrate an interest in making investments in Montana.

{c} In discharging its duties, the board shail consider the preservation of purchasing power of
capital during periods of high monetary inflation.

{d} The board may not make a direct loan to an individual borrower. The purchase of a loan or a
portion of a loan originated by a financial institution is not considered a direct loan,

(4} The board has the primary authority to invest state funds. Another agency may not invest state
funds unless otherwise provided by taw. The board shall direct the investment of state funds in accerdance
with the laws and constitution of this state, The board has the power 1o veto any investménts made under
its general supervision.

(5) The beard shall:

| Legislative
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{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;

(¢ 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 investrment fund and of all the investments beionging to
the fund and a record of the participation of each treasury fund account in each investment fund.

(6) The board may:

(a) execute deeds of conveyance transferring all real property obtained through foreclosure of any
investments purchased under the provisions of 17-8-211 when full payment has been received for the
property;

{b) direct the withdrawal of any funds deposited by or for the state treasurer pursuant to 17-6-101
and 17-6-105;

(¢} 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;

id) expend funds needed to cover costs of necessary repairs to property owned by the board as
an investment. The expenditures may be made directly by the board and are statutorily appropriated, as
provided in 17-7-502. Repairs that cost in excess of $2,500 must be bid, and the bid must be awarded in
compliance with existing state law and regulations. Emergency repairs may be made by the board without
bid if approved by the state architect.

{7) The cost of administering and accounting for each investment fund must be deducted from the

income “rom each fund,

Section 3. Saction 17-6-302, MCA, is amended to read:

"17-6-302. Definitions. As used in this part, uniess the context requires atherwise, the following
definitions apply:

1) "Board” means the board of investments created in 2-15-1808.
. Legislative
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(2) "Capital company” means a Montana capital company created pursuant to Title 90, chapter 8.

{3) "Clean and healthful environment”™ means an environment that is refatively free from poliution
that threatens human health, including as a minimum, compliance with federal and state environmental and
health standards.

(4) "Department” means the department of commerce provided for in 2-15-1801,

+44{5) "Employee-owned enterprise” means any eénterprise 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 as an employee, officer, or partner of the enterprise.

{B+(6) "Financial institution” includes but is not limited to a state- or federally chartered bank aor a
savings and loan association, credit union, or development corparation created pursuant to Title 32, chapter
4.

8+(7) "Loan participation” means loans or portions thereef of loans baught from a financial
institution and does not include the purchase of debentures issued by a capital company.

H{8) "Locally owned enterprise” means any enterprise 51 % of whose stock, partnership interests,
or other ownership interests afa is owned and controiled by residents of Montana.

+8}1{9) "Long-term benefit to the Montana eccnomy” means an activity that strengthens the
Montana economy and that has the potential to maintain and create jobs, increase par capita income, or
increase Maontana tax revepdes revenue in the future to the people of Montana, either directly or indirectly.

{8410} "Montana economy” means any business activity in the state of Montana, including those
whieh that continue existing jobs ar create new jobs in Montana.

0411} "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.”

Section 4. Section 17-8-305, MCA, is amended to read:

"17-6-305. Investment of up to twenty-five percent of coal tax trust fund in Montana economy
-- report by board. (1) Subject to the provisions of 17-6-201(1}, the board shall endeavor to invest up to
25% of the permanent coal tax trust fund established in 17-6-203(6) in the Montana economy, with special
emphasis on investments in new ar expanding locally owned enterprises. investments made pursuant to
this section do not include investments made pursuant to 17-6-309(2). For purposes of calculating the 25%

of the permanent coal tax trust fund, the hoard shall include all funds listed in 17-5-703(1). The portion of

! Legisiative
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the permanent coal tax trust fund contained in portfolios formerly administered by the Montana board of

science and technology development and administered by the department pursuant to 3463083+ part 5
of this chapter sy is not be included in the 25% of the trust fund allocated to the board for in-state
investmant under this section.

'2) in determining the probable income to be derived from investment of this revenue, the long-term
benefit to the Montana economy must be considered.

'3) The legislature may provide additional procedures to implement this section.

i4) The board shall include a report on the investments made under this section as a part of the

information required by 17-7-111."

Section 5. Section 17-6-308, MCA, is amended to read:

"17-6-308. Authorized investments. {1) Except as provided in subsections {2} and (3) and subject
to the provisions of 17-8-201, the Montana permanent coal tax trust fund must be invested as authorized
by rules adopted by the board.

2} The board may make loans from the permanent coal tax trust fund to the capital reserve
account created pursuant to 17-5-1515 to establish balances or restore deficiencies in the account. The
board may agree in connection with the issuance of bonds or notes secured by the account or fund to make
the loans. Loans must be on terms and conditions determined by the board and must be repaid from
revenue realized from the aexercise of the board’s powers under 17-5-1501 through 17-5-1518 and
17-5-1621 through 17-5-1529, subject to the prior pledge of the revenue to the bonds and notes.

(3) The board shall alew manage the seed capital and research and development loan portfolios

created by the former Montana board of science and technology development—previdedforir2-16-1818-

The board is the successor in _interest to all agreements, contracts, loansg, notes, or other instruments

entered into by the Montana board of science and technology development as part of the seed capital and

research and development loan portfolios. Until the #

department makes a loan pursuant to the pravisions of Fe-80; par1 5 of this chapter 3, the $2 million in

Legisiative
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funds under its administration must be invested by the board pursuant to the provisions of 17-6-201. As

sead-capital-ana-mezzapime-HAaneiRrg (0ans made pursuant to part 5 of this subseetior chapter are repaid,

the B

department may reinvest the principal in new

loans pursuant to part 5 of this chapter.

(4) The board shall adopt rules to allow & nonprofit corporation to apply for economic assistance.
The rules must recognize that difterent criteria may be needed for nonprofit corparations than for for-profit

corporations.”

Section 6, Section 17-6-503, MCA, is amended to read:

"17-8-503. Definitions. As used in this part, unless the context requires otherwise, the following

definitions apply:

£211) “Department” means the department of commerce provided for in 2-15-1801.

(2) "Job investment administrative account” means the account established in 17-6-509,

(3) "Job investment loan account" means the account established in {section 7].

3+4) “"Loan review committee” means the committee that is established by the department to
consider economic development loan applications for funding by the federal community development block
grant program and that is responsible for reviewing and recommending to the beard department the
approval or denial of job investment loans subject to this part and rules implementing this part.

#4+5) "Qualified business"” means a business enterprise that either is or will be located in the state
and that produces goods or provides services that will, as a result of receiving a job investment loan, create

jobs for Montana workers.”

NEW SECTION. Section 7. Job investment loan account. There is a job investment loan account.
The department shall deposit all principal payments on loans made pursuant to this part in the account and
may make additional loans pursuant to this part. The department shall make loans from the funds alloccated

to the department under 17-6-308.

Section 8. Section 17-6-509, MCA, is amended to read:

¢ Legislative
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"17-6-509. Job investment administrative account. There is a job investment administrative
account in the state special revenue fund. The department shall deposit up to 20% of interest payments
on job investment loans into the account. Money in the account must be used to pay the costs of
administering this part, including personnel costs, operating costs, and administrative costs. [nterest

payments not deposited into the account must be deposited into the coal severance tax income fund

established in 17-5-703."

Section 9. Section 17-6-610, MCA, is amended to read:

"17-6-510. Loan review committee -- conflict of interest -- servicing of loans. (1) The department
shall establish a loan review committee to administer this part. The committee shall accept and review loan
applications pursuant to rules adopted by the department. The committee shall recommend to the beard
department the approval or disapproval of loans. A {oan may not exceed $500,000.

{2) If a member of the committee has a financial interest in a business that submits a job
investment loan application, then the application must be denied.

(3) The department shal may contract for the servicing of loans.

{(4) The department is the successor in interest to all agreements, contracts, loans, notes, or other

instruments entered into_under this part.”

Section 10. Section 17-7-502, MCA, is amended to read:

"17-7-502. Statutory appropriations -- definition -- requisites for validity. (1) A statutory
appropriation is an appropriation made by permanent law that authorizes spending by a state agency
without the need for a biennial legislative appropriation or budget amendment.

(2} Except as provided in subsection {4), to be effective, a statutory appropriation must comply
with both of the following provisions:

{a) The law containing the statutory authority must be listed in subsection (3).

(b) The iaw or portion of the law making a statutory appropriation must specifically state that a
statutory appropriation is made as provided in this section.

{3) The following laws are the only laws con;aining statutory appropriations: 2-9-.202: 2-17-105;
2-18-812;3-56-901;5-13-403; 10-3-203; 10-3-310; 10-3-312; 10-3-314;10-4-301; 15-1-111; 15-23-706;
15-30-195; 15-31-702; 15-37-117; 156-38-202; 15-65-121: 15-70-101; 16-1-404; 16-1-410; 16-1-411;

Legisiative
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16-11-308; 17-3-106; 17-3-212; 17-5-404; 17-5-424; 17-5-804; 17-6-101; 17-6-201; 17-7-304;
18-11-112;19-2-502; 19-6-709; 19-9-1007; 19-17-301;19-18-5612; 13-18-513; 19-18-606; 19-19-205;
19-19-3056; 19-19-506; 20-8-107; 20-8-111; 20-9-361; 20-26-1503; 23-5-136; 23-5-306; 23-5-409;
23-5-610; 23-5-612; 23-5-631; 23-7-301; 23-7-402; 32-1-537; 37-43-204; 37-51-501; 38-71-503:
39-71-907,39-71-2321;39-71-2504,44-12-206;44-13-102;50-4-623;50-5-232; 50-40-206; 53-6-150;
53-6-703; 53-24-208; 60-2-220; 67-3-205; 75-1-1101; 75-5-1108; 75-6-214; 75-11-313; 76-12-123;
80-2-103; 80-2-222; 80-4-416; 81-5-111; 82-11-136; 82-11-161; 85-1-220; 85-20-402; $6-3-38+
90-4-215; 90-6-331; 90-7-220; 90-7-221; and 90-9-306.

(4) There is a statutory appropriation to pay the principal, interest, premiums, and costs of issuing,
paying, and securing all bonds, notes, or other obligations, as due, that have been authorized and issued
pursuant 1o the laws of Montana. Agencies that have entered into agreements authorized by the laws of
Montana to pay the state treasurer, for deposit in accordance with 17-2-101 through 17-2-107, as
determined by the state treasurer, an amount sufficient to pay the principal and interest as due on the
bonds or notes have statutory appropriation authority for the payments. {In subsection (3): pursuant to sec.
7, Ch. 567, L. 1991, the inclusion of 18-6-7Q9 terminates upon death of last recipient eligible for
supplemental benefit; and pursuant to sec. 7(2}, Ch. 29, L. 1995, the inclusion of 15-30-195 terminates

July 1, 2001.)"

Section 11. Section 90-8-201, MCA, is amended to read:

"90-8-201. Certification of Montana capital companies -- certification of a Montana small business
investment capital company. {1) The department shall certify one Maontana small business investment
capital company, and from time to time, the department shall certify Montana capital companies. A
company seeking to be certified as a Montana capital company or as the Montana small business
investment capital company shall make written application 1o the department on forms provided by the
department. The application must contain the information required by 90-8-204 and other information that
the department requires. The application and certificate must specify the level of capitalization that the
company expects to qualify for the tax credits provided for in 90-8-202.

(2) The application must show that the applicant’s purpose is to increase the general economic
welfare of the state of Montana by:

{a) making investment capital available to businesses in Montana; and
. Legislative
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(h) allowing for investment of up to 25% of its capital base in businesses outside Montana if there
is a substantial likelihood that seek the investment will produce a qualified investment in Montana.

(3} Certifiable applicants include but are not limited to local and community development
corporations, small business administration 503 corporations, and small business investment companies.

(4) Certification is a prerequisite to and must be compieted before seeking designation as a qualified
capital company or as the gualified Montana small business investment capital company.

(5} To be eligible for certification under this section as the Montana small business investment
capital company, the applicant shall commit to:

(a) wtilize using the tax credits to accumulate private capitaly with the intention of being designated
a small business investment corporation by the United States small business administration as provided in
Title Il of the Small Business Investment Act of 1958, as amended, and as implemented under 13 CFR 107;

(b} target targeting its investments as a small business investment capital company toward
commercialization projects emerging from centers of excellence and entrepreneurship, federal laboratories,
the federal small business innovative research program, the federal cooperative research and development
agreement program, Montana university system research and development, the-Mertana-beard-efscience
and-technology—dovelopmenttsecend—stagels small business incubators, community development block
grant programs, and projects emerging from economic development programs of Maontana ceriified
communities, with the objective of providing significant investment opportunities in an area where economic
development capital is limited;

{c) eensider cansidering investment opportunities originating in any Montana county; and

{d) adept adopting investment guidelines that ensure that not less than 10% of its avaitable capital

is invested in counties with populations of 20,000 or less.”

NEW SECTION. Section 12. Apprapriation -- loan repayment. There is appropriated to the office
of the commissioner of higher education from the coal severance tax permanent trust fund up to
$9,350,000 for the purpose of repaying the research and development loan made by the Montana board
of science and technology development to the university system. The appropriation must be used to repay
the loan principal ta the board of investments as the successor in interest to the Montana board of science
and technology development. The repayment must be depasited in the coai severance tax permanent fund.

The principal must be repaid within 30 days after [the effective date of this act).
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NEW SECTION. Section 13. Repealer. Sections 2-15-1818, 90-3-101, 90-3-102, 90-3-201,

90-3-202,90-3-203,90-3-204,90-3-301, 80-3-303, 90-3-304, 30-3-305,90-3-501,90-3-502, 90-3-503,
90-3-504,90-3-505, 90-3-506,90-3-519, 80-3-520, 56-3-521,90-3-522,90-3-523,90-3-524,90-3-525,
and 90-3-301, MCA, are repeated.

NEW SECTION. Section 14. Saving clause. [This act] does not affect rights and duties that

matured, penalties that were incurred, or proceedings that were begun before [the effective date of this

acti.
NEW SECTION. Section 15. Codification instruction. [Section 7] is intended to be codified as an
integral part of Title 17, chapter 6, part 5, and the provisions of Title 17, chapter 6, part 5, apply to

{section 7].

NEW SECTION. Section 18. Three-fourths vote required. Because [section 12] statutorily

appropriates meney from the coal severance tax trust fund, Article IX, section 5, of the Montana
gonstitution requires a vote of three-fourths of the members ot each house of the legislature for passage
of [section 12]. If a vote of three-fourths of the members of each house is not received, then {section 12}

1s void,

NEW SECTION. Section 17. Effective date. [This act] is effective July 1, 1997,

-END-
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- /és:: BILL NO. 5 /&

A BILL FOR AN ACT ENTITLED: "AN ACT ELIMINATING THE MONTANA BOARD OF SCIENCE AND
TECHNGCLOGY DEVELOPMENT: TRANSFERRING THE PORTFOLICS COF THE MCONTANA BCARD OF
SCIENCE AND TECHNQCLOGY DEVELOPMENT TQ THE BOARD OF INVESTMENTS: REVISING THE 0B
INVESTMENT LOAN LAWS; APPROPRIATING COAL SEVERANCE TAX PERMANENT FUNDS TO THE
OFFICE OF THE COMMISSIONER OF HIGHER EDUCATION TO REPAY THE RESEARCH AND
DEVELOPMENTLOAN; PROVIDING FORTHE DEPOSIT CF THELOAN REPAYMENT; AMENDING SECTIONS
2-18-103, 17-6-201, 17-6-302, 17-8-305, 17-6-308, 17-6-503, 17-6-509, 17-6-510, 17-7-502, AND
90-8-201, MCA; REPEALING SECTIONS 2-15-1B18, 90-3-101, 80-3-102, 90-3-201, 80-3-202, 90-3-203,
90-3-204,90-3-301, 90-3-303,90-3-304, 90-3-305, 90-3-501, 90-3-502, 90-3-503, 80-3-504, 90-3-505,
90-3-506, 90-3-519, 90-3-520, 80-3-521, 90-3-522, 90-3-523, 90-3-524, 90-3-525, AND 90-3-901,
MCA; AND PROVIDING AN EFFECTIVE DATE."

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

THERE ARE NO CHANGES IN THIS BILL AND IT WILL NOT BE
REPRINTED. PLEASE REFER TO SECOND READING COPY
(YELLOW) FOR COMPLETE TEXT.
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HOUSE BILL NO. 578
INTRODUCED BY LAWSON

A BILL FOR AN ACT ENTITLED: "AN ACT ELIMINATING THE MONTANA BOARD OF SCIENCE AND
TECHNOLOGY DEVELOPMENT IN 1999; TRANSFERRING THE PORTFOLIOS OF THE MONTANA BOARD
OF SCIENCE AND TECHNOLOGY DEVELOPMENT TO THE BOARD .OF INVESTMENTS; REVISING THE JOB
INVESTMENT LOAN LAWS; ARRRORRIATHNG-GCOAL-SEVERANCE-TAX RERMANENT FUNBS-TO-THE

2-18-103, 17-6-201, 17-8-302, 17-6-305, 17-6-308, 17-6-503, 17-6-509, 17-6-510, 17-7-602, AND

90-8-201, MCA; REPEALING SECTIONS 2-15-1818, 90-3-101, 90-3-102, 90-3-201, 90-3-202, 90-3-203,
90-3-204, 90-3-301, 90-3-303, 90-3-304, 90-3-305, 90-3-5601,90-3-502, 90-3-503, 90-3-504, 90-3-505,
90-3-606, 90-3-519, 90-3-520, 90-3-521, 90-3-622, 90-3-523, 90-3-5624, 90-3-525, AND 90-3-901,
MCA; AND PROVIDING AN EFFECTIVE BATE DATES."

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

Section 1. Section 2-18-103, MCA, is amended to read:

"2-18-103. Officers and employees excepted. (1) Parts 1 and 2 do not apply to the following
positions in state government:

(a) elected officials;

(b} county assessors and their chief deputy;

(c) emplo{zees of the office of consumer counsel;

(d) judges and employees of the judicial branch;

{e)} members of boards and commissions appointed by the governor, the legislature, or other elected
state officials;

{f) officers or members of the militia;

{g) agency heads appointed by the gavernor;

{h) academic and professional administrative personne! with individual contracts under the authority

of the board of regents of higher education;

[Legislative
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(i} 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;

{j} teachers under the authority of the department of corrections or the department of public health
and human services;

{k) investment officer, assistant investmeant officer, executive director, and three five professional
staff positions of the board of investments;

I} four professional staff pasitions under the board of ail and gas conservation;

{m) assistant director for security of the Montana state lottery;

{e¥{n) executive director and employees of the state compensation insurance fund;

+p¥{o) state racing stewards employed by the executive secratary of the Montana board of
horseracing; .

{g}(p) executive director of the Montana wheat and barley committee;

=#{q}] commissioner of banking and financial institutions; and

{sHr) training coordinator for county attorneys.

{2) Employees of an entity of the legislative branch, other than the office of consumer counsel, are
exempt from the application of 2-18-1011 through 2-18-1013. With respect to entities of the legislative
branch, other than the office of consumer counsel:

{a) as used in parts 1 through 3 of this chapter, references to the "department of administration”
or "department” apply 10 the legislative council established by 5-11-101, which may delegate administrative
duties to the legislative services division established by 5-11-111;

{b} as used in 2-18-102, the term "governor" applies to the legislature; and

{c) asusedin 2-18-204, the term "budget director" applies to the "approving authority” as defined
in 17-7-102."

Section 2. Section 17-6-201, MCA, is amended to read:
"17-6-201. Unified investment pragram -- general provisions. (1) The unified investment program

girected by Article VIII, section 13, of the Montana constitution to be provided for public funds must be
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administered by the board of investments in accordance with the prudent expert principle, which requires
any investment manager to:

{a} discharge the 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 with like
matters exercises in the conduct of an enterprise of a like character with like aims;

{b} diversify the holdings ¢f each fund within the unified investment program ta 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

(¢} discharge the duties solely in the interest of and for the benefit of the funds forming the unified

. investment program.

(2) (a) Retirement funds may be invested in common stocks of any corparation, except that an
fnvestmem may not be made at any time that would cause the book value of the invesiments in any
retirement fund to exceed 50% of th.e book value of the fund or would cause the stock of one corporation
to exceed 2% of the book value of the retirement fund.

{b) Other public funds may not be invested in private corporate capital stock. "Private corporate
capital stock" means only the comman stock of a corporation.

(3) (a) This section does not prevent investment in any busingss activity in Montana, including
activities that continue existing jobs or create new jobs in Montana.

(b} The board is urged under the prudent expert principle to invest up to 3% of retirement funds
in venture capital companies. Whenever possible, preference should be given to investments in those
venture capital companies that demonstrate an interest in making investments in Montana.

{c) In discharging its duties, the board shall consider the preservation of purchasing power of
capital during periods of high manetary inflation.

{d) The board may not make a direct loan to an individual borrower. The purchase of a loan or a
portion of a loan originated by a financial institution is not considered a direct loan.

(4) The board has the primary authority to invest state funds. Another agency may not invest state
funds unless otherwise provided by law. 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 supetrvision.

(5) The board shall:

(Legistative
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{a) assist agencies with public maney 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 ciaim to pay for the investment; and

{e) keep an account of the total of each investment fund and of all the investments belonging to
the fund and a record of the participation of each treasury fund account in each investment fund.

(6) The board may:

(a) execute deeds of conveyance transferring all real property abtained through foreclosure of any
investments purchased under the provisions of 17-6-211 when full payment has been received for the
property;

(b} direct the withdrawal of any funds deposited by or for the stalte treasurer pursuant to 17-6-101
and 17-6-105;

{¢) direct the sale of any securities in the pragram 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;

{d) expend funds needed to cover costs of necessary repairs to property owned by the board as
an investment. The expenditures may be made directly by the board and are statutorily appropriated, as
provided ir 17-7-502. Repairs that cost in excess of $2,500 must be bid, and the bid must be awarced in
compliance with existing state law and regulations. Emergency repairs may be made by the board without
bid if approved by the state architect.

{7) The cost of administering and accounting for each investment fund must be deducted from the

income from each fund.

Section 3. 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 board of investments created in 2-15-1808.
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{2} “"Capital company” means a Montana capital company created pursuant to Title 90, chapter 8.

{3) "Clean and healthful environment” means an environment that is relatively free from pollution

~ that threatens human health, including s a minimum, compliance with federal and state environmental and

health standards.

(4] "Department” means the department of commerce provided for in 2-15-1801.

4M5) "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 as an employee, officer, or partner of the enterprise.

{6}B) "Financial institution” includes but is not limited to a state- or federaliy chartered bank or a
savings and loan association, credit union, or development corporation created pursuant to Title 32, chapter
a. |

{837} "Loan participation” means loans or portions thereef of lpans bought from a financial
institution and does not include the purchase of debentures issued by a capital company.

£(8) "Locally owned enterprise” means any enterprise 51% of whose stock, partnership interasts,
or other ownership interests are is owned and controlled by residents of Montana.

{839) "Long-term benefit to the Montana economy” means an activity that strengthens the
Montana econcmy and that has the potential to maintain and create jobs, increase per capita income, or
increase Montana tax reveruss revenue in the future to the people of Montana, either directly or indirectly.

{83(10) "Montana economy” means any business activity in the state of Montana, including those
whieh that continue existing jobs or create new jobs in Montana.

H03{11) "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.”

Section 4. Section 17-6-305, MCA, is amended to read:

"17-6-305. Investment of up to twenty-five percent of coal tax trust fund in Montana economy
-- report by board. {1) Subject to the provisions of 17-6-201(1), the board shall endeavor to invest up to
25% of the permanent coal tax trust fund established in 17-6-203(6) in the Montana economy, with special
emphasis on investments in new or expanding locally owned enterprises. Investments made pursuant to
this section do not include investments made pursuant to 17-6-309(2). For purposes of calculating the 25%

of the permanent coal tax trust fund, the board shall inciude al! funds listed in 17-5-703(1}. The portion of

“:Le islative
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the permanent coal tax trust fund contained in portfolios formerly administered by the Montana board of

science and technology development and administered by the department pursuant to 3/-6-308(3) part 5

of this chapter may is not be included in the 26% of the trust fund allocated to the board for in-state
investment under this section.

{2} In determining the probable income to be derived from investment of this revenue, the long-term
benefit to the Montana economy must be considered.

{3) The legislature may provide additional procedures to implement this section.

{4} The board shall include a report on the investments made under this section as a part of the

information required by 17-7-111."

Section 5. Section 17-6-308, MCA, is amended to read:

"17-6-308. Authorized investments. (1) Except as provided in subsections {2) and (3) and subject
to the provisions of 17-6-201, the Montana permanent coal tax trust fund must be invested as authorized
by rules adopted by the board.

{2) The board may make loans from the permanent coal tax trust fund to the capital reserve
account created pursuant to 17-5-1515 1o establish balances or restore deficiencies in the account. The
board may agree in connection with the issuance of bonds or notes secured by the account or fund to make
the loans. Loans must be on terms and conditions determined by the board and must be repaid from
revenue realized from the exercise of the board’s powers under 17-5-1501 through 17-5-1518 and
17-5-1621 through 17-5-1529, subject to the prior pledge of the revenue to the bonds and notes.

(3) The board shall alew manage the seed capital and research and development loan portfolios

created by the former Montana board of science and technology development—proxidedforin2-15-1818,

The board is_the successor in interest ta all agreements, contracts, loans, notes, or other instruments

entered int¢ by the Montana board of science and technology development as part of the seed capital and

research and development loan portfolios. Until the Menata

department makes a loan pursuant to the provisions of Fitle-80, part 5 of this chapter 3, the $2 mitlion in
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funds under its administration must be invested by the board pursuant to the provisions of 17-6-201. As

saed-capital-and-mezzanre-Hraneing loans made pursuant to part 5 of this subsestion chapter are repaid,

the Men

department may reinvest the principal in new

loans pursuant to part 5 of this chapter.

(4) The board shall adopt rules to allow a nonprofit corporation to apply for economic assistance.
The rules must recognize that different criteria may be needed for nonprofit corparations than for for-profit

carporations.”

SECTION 6. SECTION 17-6-308, MCA, IS AMENDED TG READ:

“17-6-308B. Authorized investments. (1) Except as provided in subsections (2) and {3} and subject
to the provisions of 17-6-201, the Montana permaneni coal tax trust fund must be invested as authorized
by rules adopted by the board.

(2) The board may make loans from the permanent coal tax trust fund to the capital reserve
account ¢reated pursuant to 17-5-1515b to establish balances or restore deficiencies in the account. The
board may agree in connaction with the issuance of bonds or notes secured by the account or fund to make
the loans. Loans must be on terms and conditions determined by the board and must be repaid from
revenue realized from the exercise of the board’s powers under 17-5-1501 through 17-5-1518 and
_1 7-5-1521 through 17-5-1529, subject to the prior pledge of the revenue to the bonds and notes.

(3} The board shall allow the Montana beard of science and technology development, provided for
in 2-15-1818, to administer $12.5 million of the permanent coal tax trust fund for seed capital project loans
or mezzanine financing toans and $11.1 million of the permanent coal tax trust fund for research and
development project matching funds for projects at Montana public universities. This authority does not
extend beyond June 30, 388+% 1999, for seed capital project loans and beyond June 30, 1887 1999, for
research and development projects. Until the Montana board of science and technology development makes
aloan pursuant to the provisions of Title 90, chapter 3, the funds under its administration must be invested
by the board pursuant to the provisions of 17-6-201. As seed capital and mezzanine financing loans made
pursuant to this subséction are repaid, the Montana board of science and technology develocpment may
reinvest the principal in new loans.

(4) The board shall adopt rules to allow a nanprafit corporation 1o apply for economic assistance.

The rules must recognize that different criteria may be needed for nonprofit corporations than for for-profit
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corporations.”

Section 7. Section 17-6-503, MCA, is amended to read:
"17-6-503. Definitions. As used in this part, unless the context requires otherwise, the following

definitions apply:

{241) "Department” means the department of commerce provided for in 2-15-1801.

(2} "Job investment administrative account” means the account established in 17-6-509.

(3} "Job investment loan account” means the account established in [section Z 8].

£3+4) "Loan review committee” means the committee that is established by the department to
consider economic develepment loan applications for funding by the federal community development block
grant program and that is responsible for reviewing and recormmending to the beard department the
approval or deniai of job investment loans subject to this part and rules implementing this part.

{438} "Qualified business" means a business enterprise that either is or will be located in the state
and that produces goods or provides services that will, as a result of receiving a job investment loan, create

jobs for Montana workers.”

NEW SECTION. Section 8. Job investment loan account. There is a job investment loan account.
The department shall deposit all principal payments on loans made pursuant to this part in the account and
may make additional [oans pursuant to this part, The department shall make loans from the funds allocated

10 the department under 17-6-308.

Section 9. Section 17-6-509, MCA, is amended to read:

“17-6-509. Job investment administrative account. There is a job investment administrative
account in the state special revenue fund. The department shall deposit up to 20% of interest payments
on job investment loans into the account. Money in the account must be used to pay the costs of
administering this part, including personnel costs, operating costs, and administrative costs. |nterest

payments not deposited into the account must be deposited into the coal severance tax income fund

established in 17-5-703."
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Section 10. Section 17-8-510, MCA, is amended to read:

"17-6-510. Loan review committee -- conflict of interest -- servicing of loans. {1} The department
shall establish a loan review committee to administer this part. The committee shall accept and review loan
applications pursuant to rules adopted by the department. The committee shall- recommend to the board
department the approval or disapproval of lcans. A loan may not exceed $500,000.

{2} If a member of the committee has a financial interest in a business that submits a job
investment loan application, then the application must be denied.

(3} The department shall may contract for the servicing of loans.

(4) The department is the successor in interest to all agreements, contracts, loans, notes, or other

instruments entered into under this part.”

Section 11. Section 17-7-502, MCA, is amended to read:

"17-7-502. Statutory appropriations -- definition -- requisites for validity. (1) A statutory
appropriation is an appropriation made by permanent law that authorizes spending by a state agency
without the need for a biennial legislative appropriation or budget amendment.

{2) Except as provided in subsection {4), to be effective, a statutory appropriation must compiy
with both of the following provisions:

{a) The law containing the statutory authority must be listed in subsection {3).

{b) The law or portion of the law making a statutory appropriation must specifically state that a
statutory appropriation is made as provided in this section.

{3} The following laws are the only laws containing statutory appropriations: 2-8-202; 2-17-105;
2-18-812:3-5-901:5-13-403; 10-3-203; 10-3-310; 10-3-312; 10-3-314;10-4-301; 15-1-111; 15-23-706;
16-30-195; 16-31-702; 15-37-117; 15-38-202; 15-65-121; 15-70-101; 16-1-404; 16-1-410; 16-1-411;
16-11-308; 17-3-106; 17-3-212; 17-5-404; 17-5-424; 17-5-804; 17-6-1071; 17-6-201; 17-7-304,
18-11-112;19-2-502; 19-6-709; 19-9-1007; 19-17-301; 19-18-512; 19-18-513; 19-18-606; 19-19-205;
19-19-305; 19-19-506; 20-8-107; 20-8-111; 20-9-361; 20-26-1503; 23-5-136; 23-5-306; 23-5-409;
23-5-610; 23-5-812; 23-5-631; 23-7-301; 23-7-402; 32-1-537; 37-43-204; 37-51-501; 39-71-503;
39-71-907;39-71-2321,39-71-2504;44-12-206;44-13-102; 50-4-623;50-5-232; 50-40-2086;53-6-150;
53-6-703; 53-24-206; 60-2-220; 67-3-205; 75-1-1101; 75-5-1108; 75-6-214; 75-11-313; 76-12-123;
80-2-103; 80-2-222; 80-4-416; 81-5-111; 82-11-136; 82-11-161; 85-1-220; 85-20-402; 90-3-30%
{ Legistative
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90-4-215; 90-6-331; 90-7-220; 90-7-221; and 90-9-306.

(4) There is a statutory appropriation to pay the principal, interest, premiums, and costs of issuing,
paying, and securing all bonds, notes, or other obligations, as due, that have been authorized and issued
pursuant to the laws of Montana. Agencies that have entered into agreements authorized by the laws of
Montana to pay the state treasurer, for deposit in accordance with 17-2-101 through 17-2-107, as
determined by the state treasurer, an amount sufficient to pay the principal and interest as due on the
bhonds or notes have statutory appropriation authority for the payments. (In subsection (3): pursuant to sec.
7, Ch. 667, L. 1991, the inclusion of 19-6-709 terminates upon death of last recipient eligible for
suppiementa! benefit; and pursuant to sec. 7(2), Ch. 29, L. 1995, the inclusion of 15-30-195 terminates

July 1, 2001.)"

Section 12. Section 90-8-201, MCA, is amended to read:

"90-8-201. Certification of Montana capital companies -- certification of a Montana small business
investment capital company. (1) The department shall certify one Montana small business investment
capital company, and from time to time, the department shall certify Montana capital companies. A
company seeking to be certified as a Montana capital company or as the Montana small business
investment capital company shall make written application to the department on forms provided by the
departmeni. The application must contain the information required by 90-8-204 and other information that
the department requires. The application and certificate must specify the level of capitalization that the
company expects to qualify for the tax credits provided for in 90-8-202.

{2) The application must show that the applicant’s purpose is to increase the general economic
welfare of the state of Montana by:

(a) making investment capital available to businesses in Montana; and

(b} allowing for investment of up to 25% of its capital base in businesses outside Montana if there
is a substantial likelihood that sueh the investment will produce a qualified investment in Montana.

(3) Certifiable applicants include but are not limited to local and community development

. corporations, smatl business administration 503 corporations, and small business investment companies.

{4} Certification is a prerequisite to and must be compieted before seeking dasignation as a qualified
capital company or as the qualified Montana small business investment capital company.
{5) To be eligible for certification under this section as the Montana small business investment
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1 capital company, the applicant shail commit to:

(a) wihze using the tax credits to accumulate private capital with the intention of being designated
a small business investment corporation by the United States small business administration as provided in
Title I of the Small Business Investment Act of 18568, as amended, and as implemented under 13 CFR107;

(b) tafgefe targeting its investments as a small business investment capital company toward

D O kW N

commercialization projects emerging from centers ot excelience and entrepreneurship, federal laboratories,
7 the federal smalt business innovative research program, the federa! cooperative research and development
8 agreement program, Montana university system research and development, tho-Mortara-beard-ct-sciense
9  and-techhology-development{sesend-stage), small business incubators, community development block
10  grant programs, and projects emerging from economic development programs of Montana certified
11 communities, with the objective of providing significant investment opportunities in an area where economic

12 development capital is limited;

13 {c) eensider considering investment opportunities originating in any Montana county; and
14 {d) adept adopting investment guidelines that ensure that not less than 10% of its available capital

15 is invested in counties with populations of 20,000 or less."
16
17
18
19
20
21
22
23

24

25 NEW SECTION. Section 13. Repealer. Sections 2-15-1818, 90-3-101, 90-3-102, 90-3-201,

26  90-3-202,90-3-203, 90-3-204, 90-3-301, 90-3-303, 90-3-304, 90-3-305, 90-3-501, 90-3-502, 90-3-503,
27  90-3-504,90-3-505, 90-3-5606, 90-3-5619,90-3-620,90-3-521,90-3-522,90-3-523,90-3-524, 90-3-525,
28 and 90-3-801, MCA, are repealed.

29

30 NEW SECTION. Section 14. Saving clause. [This act] does not affect rights and duties that
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matured, penalties that were incurred, or proceedings that were begun before [the effective date of this

act].

NEW SECTION. Section 15. Codification instruction. [Section # 8] is intended to be codified as

an integral part of Title 17, chapter 6, part 5, and the provisions of Title 17, chapter 6, part 5, apply to

[section # 8.

NEW SECTION. Section 16. Effective date DATES. (1) EXCEPT AS PROVIDED IN SUBSECTION

{2), [Fhie THIS act] is effective July 1, 1987 1999.
{2) [SECTION 6115 EFFECTIVE ON PASSAGE AND APPROVAL.

-END-
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HOUSE BILL NO. 578

INTRCDUCED BY LAWSON

A BILL FOR AN ACT ENTITLED: "AN ACT ELIMINATING THE MONTANA BOARD OF SCIENCE AND
TECHNOLOGY DEVELOPMENT IN 1999; TRANSFERRING THE PORTFOLIOS OF THE MCNTANA 80ARD
OF SCIENCE AND TECHNOLQOGY DEVELOPMENT TO THE BOARD OF INVESTMENTS; REVISING THE JOB

INVESTMENT LOAN LAWS; ARRBRORRIAHNG-COAL—SEVERANGETFAX—RERMANENT-FUNDS-TO-THE

+ AMENDING SECTIONS
2-18-103, 17-6-201, 17-8-302, 17-6-305, 17-6-308, 17-6-503, 17-6-508, 17-6-510, 17-7-502, AND
90-8-201, MCA; REPEALING SECTIONS 2-156-1818, 90-3-101, 80-3-102, 90-3-201, 30-3-202, 90-3-203,
90-3-204, 30-3-301, 90-3-303, 90-3-304, 90-3-305, 90-3-501, 90-3-502, 90-3-503, 30-3-504, 90-3-505,
90-3-506, 90-3-519, 90-3-520, 90-3-621, 90-3-522, 90-3-523, 90-3-524, 90-3-525, AND 90-3-901,
MCA; AND PROVIDING AN EFFECTIVE BATE DATES."

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

Section 1. Section 2-18-103, MCA, is amended to read:

"2-18-103. Officers and employees excepted. (1} Parts 1 and 2 do not apply to the foilow:;ﬂg
positions in state government: ‘

(a) elected officials;

(b} county assessors and their chief deputy;

(c) employees of the office of consumer counsel;

{d} judges and empioyees of the judicial branch;

(e) members of boards and commissions appointed by the governor, the legisiature, or other elected
state officials;

(fy officers or members of the militia;

(g} agency heads appointed by the governor;

{h) academic and professional administrative personnel with individual contracts under the authority

of the board of regents of higher education;
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{it 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;

{1 teachers under the authority of the department of corrections or the department of public health
and human services;

{k) investment officer, assistant investment officer, executive director, and three five professional
staff positions of the board of investments;

{1l four professional staff positions under the board of oil and gas conservation:;

{m) assistant director for security of the Montana state lottery;

te+{n) executive director and employees of the state compensation insurance fund;

{ptlo) state racing stewards employed by the executive secretary of the Montana board of
horseracing;

+qi{p} executive director of the Montana wheat and barley committee;

{#(g) commissioner of banking and financial institutions; and

{&4r) training coordinator for county attorneys.

{2) Employees of an entity of the legislative branch, other than the office of consumer counsel, are
exempt from the application of 2-18-1011 through 2-18-1013. With respect to entities of the legisiative
branch, other than the office of consumer counsel:

{al as used in parts 1 through 3 of this chapter, references to the "department of administration”
or "department” apply to the legislative council established by §-11-101, which may delegate administrative
duties to the legislative services division established by 5-11-111;

(b} as used in 2-18-102, the term "governor" applies to the legislature; and

(c) asusedin 2-18-204, the term "budget director” applies to the "approving authority” as defined
in17-7-102."

Section 2. Section 17-6-201, MCA, is amended to read:
"17-6-201. Unified investment program -- general provisions. (1} The unified investment progrém
directed by Article VIill, section 13, of the Montana constitution to be provided for public funds must be
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administered by the board of investments in accordance with the prudent expert principle, which requires
any investrment manager to:

{at discharge the 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 with like
matters exercises in the canduct 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
50; and

{c) discharge the duties solely in the interest of and for the benefit of the funds forming the unitied
investment program.

(2) {a) Retirement funds may be invested in common stocks of any corporation, except that an
investment may not be made at any time that would cause the book value of the investments in any
retirement fund to exceed 50% of the book value of the fund or would cause the stock of one corporation
to exceed 2% of the book value of the retirement fund.

(b} Other public funds may not be invested in private corporate capital stock. "Private corporate
capital stock"” means only the common stock of a corporation,

{3) (a) This section does not prevent investment in any business activity in Montana, including
activities that continue existing jobs or create new jobs in Montana.

{b) The board is urged under the prudent expert principle to invest up to 3% of retirement funds
in venture capital companies. Whenever possible, preference should be given to investments in those
vehture capital companies that demonstrate an interest in making investments in Montana.

(c) In discharging its duties, the board shall consider the preservation of purchasing power of
capital during pericds of high monetary inflation,

{d) The beard may not make a direct loan to an individual borrower. The purchase of a loan or a
portion of a loan originated by a financial institution is not considered a direct loan.

(4) The board has the primary authority to invest state funds. Another agency may not invest state
funds uniess otherwise provided by law. The board shall direct the investment of state funds in accordance
with the laws and constitution of this state. The board has the power 1o veto any investments made under
its general supervision.

{8) The board shall:

" Legisiative
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(a) assist agencies with public money to determine if, when, and how much surplus cash is
available ‘or 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

(el keep an account of the totai of each investment fund and of all the investments belonging to
the fund and a record of the participation of each treasury fund account in each investment fund.

{6) The board may:

(a) axecute deeds of conveyance transferring all real property abtained through foreclosure of any
investments purchased under the provisions of 17-6-211 when full payment has been received for the
property;

(b} direct the withdrawai of any funds deposited by or for the state treasurer pursuant to 17-6-101
and 17-6-1065;

{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;

{d) expend funds needed to cover costs of necessary repairs to property owned by the board as
an investment. The expenditures may be made directly by the board and are statutorily appropriated, as
provided in 17-7-502. Repairs that cost in excess of $2,500 must be bid, and the bid must be awarded in
compliance with existing state faw and regulations. Emergency repairs may be made by the board without

bid if approved by the state architect.

{7) The cost of administering and accounting for each investment fund must be deducted from the

income from each fund.

Section 3. 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 board ¢f investments created in 2-15-1808.
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{2} "Capital company" means a Mentana capital company created pursuant to Title 90, chapter 8.

{3) "Clean and healthful environment" means an envirgnment that is relatively free from pollution
that threatens human health, including as a minimum, compliance with federal and state environmental and
heaith standards.

{4) "Department’ means the department of commerce provided for in 2-15-1801.

43{5} "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 as an employee, officer, or partner of the enterprise.

B6}{6) "Financial instituticn” 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 ta Title 32, chapter
4.

{84(7) "Loan participation” means loans or portions thereed of lpans bought from a financia!
institution and does not include the purchase of debentures issued by a capital company.

{#{8} "Locally ownedenterprise” means any enterprise 51% of whose stock, partnership interests,
or other ownership interests ar8 is owned and controlled by residents of Montana,

+83{9) "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 rexenues revenue in the future to the people of Montana, either directly or indirectly.

{8410} "Montana economy” means any business activity in the state of Montana, including those
which that continue existing jobs or create new jobs in Montana.

404{11) "Service fees” means the fees normatly charged by a financial institution for servicing a

loan, including amounts charged for collecting payments and remitting amounts to the fund."

Section 4. Section 17-8-305, MCA, is amended to read:

"17-6-305. Investment of up to twenty-five percent of coal tax trust fund in Montana economy
-- report by board. (1) Subject te the provisions of 17-6-201(1), the board shall endeavor to invest up to
25% of the permanent coal tax trust fund established in 17-6-203{6} in the Montana economy, with special
emphasis on investments in new or expanding locally owned enterprises. Investments made pursuant to
this section do not include investments made pursuant to 17-6-309(2). For purposes of calcutating the 25%
of the permanent coal tax trust fund, the board shall include all funds listed in 17-5-703(1}. The portion of
( Legislative
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the permanent coal tax trust fund contained in portfolios formerly administered by the Montana board of

science and technology development and administered by the department pursuant to 37~6-308(3} part 5

of this chapter aay is not be included in the 25% of the trust fund allocated to the board for in-state

investment under this section.

(¢) Indetermining the probable income to be derived from investment of this revenue, the long-term
benefit to the Montana economy must be considered,

{3) The legislature may provide additional procedures to implement this section.

{4) The board shall include a report on the investments made under this section as a part of the

information required by 17-7-111." .

Saction 5. Section 17-6-308, MCA, is amended to read:

"17-6-308. Authorized investments. (1} Except as provided in subsections (2} and (3} and subject
to the provisions of 17-6-201, the Montana permanent coal tax trust fund must be invested as authorized
by rules adopted by the beoard.

(2) The board may make loans from the permanent coal tax trust fund to the capital reserve
account created pursuant to 17-5-1515 to establish balances or restore deficiencies in the account. The
board may agree in connection with the issuance of bonds or notes secured by the account or fund to make
the loans. Loans must be on terms and conditions determined by the board and must be repaid from
revenue realized from the exercise of the board’s powers under 17-5-1501 through 17-5-1518 annd
17-5-1521 through 17-5-1529, subject to the prior bledge of the revenue to the bonds and notes.

{3) The board shall a4ew manage the seed capital and research and development loan portfolics
created by the forrﬁer Montana board of science and technology development—provided—forin-2-4+6-1818;

The board is the successor in interest to all agreements, contracts, loans, notes, or other instruments

entered into by the Montana board of science and technology development as part of the seed capital and

research and development loan portfalios. Until the M
departmernt makes a loan pursuant to the provisions of T#le-38, part 5 of this chapter 3, the $2 million in
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funds under its administration must be invested by the board pursuant to the provisions of 17-8-201. As

s06d-capita-ahd-mezzaRre-Hraneing l0ans made pursuant to part 5 of this subsestion chapter are repaid,

departmant may reinvest the principal in new

loans pursuant to part b of this chapter.

(4} The board shall adopt rules to allow a nonprofit corporation to apply for economic assistance.
The rules must recognize that different criteria may be needed for nonprofit corporations than for for—pfofit

corporations.”

SECTION 6. SECTION 17-6-308, MCA, |S AMENDED TO READ:

"17-6-308. Authorized investments. {1) Except as provided in subsections {2) and (3} and subject
to the provisions of 17-6-201, the Montana permanent coal tax trust fund must be invested as authorized
hy rules adopted by the board.

{2) The board may make loans from the permanent coal tax trust fund to the capital reserve
account created pursuant to 17-5-1515 to establish balances or restore deficiencies in the account. The
board may agree in connection with the issuance af bonds or notes secured by the account or fund to make
the loans. Loans must be on terms and conditions determined by the board and must be repaid from
revenue realized from the exercise of the board’s powers under 17-5-1507 through 17-5-1518 and
17-5-1521 through 17-5-1529, subject to the prior pledge of the revenus 10 the bonds and notes.

(3} The board shall allow the Montana board of science and technology development, provided for
in 2-15-1818, to administer $12.5 million of the permanent coal tax trust fund for seed capital project loans
or mezzanine financing loans and $11.1 million of the permanent coal tax trust fund for research and
development project matching funds for projects at Montana public universities, This authority does not
extend beyond June 30, 1887 1999, for seed capital project loans and beyond June 30, 1884+ 1999, for
research and development projects. Until the Montana board of science and technology development makes
a loan pursuant to the provisions of Title 90, chapter 3, the funds under its administration must be invested
by the board pursuant to the provisions of 17-6-201. As seed capital and mezzanine financing loans made
pursuant to this subsection are repaid, the Montana board of science and technology development may
reinvest the principal in new loans.

(4} The board shall adopt rutes to allow a nonprofit corporation to apply for economic assistance.
The rules must recognize that different criteria may be needed for nonprofit corporations than for for-profit
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corporations.”

Section 7. Section 17-8-503, MCA, is amended to read:

"17-6-503. Definitions. As used in this part, unless the context requires otherwise, the following

definitions apply:

+4{1] "Department” means the department of cammerce provided for in 2-15-1801.

{2} "Job investment administrative account” means the account established in 17-6-509,

(3! "Job investment loan account” means the account established in [section % B].

£31(4) "Loan review committee” means thée committee that is established by the department to
consider economic development loan applications for funding by the federal community development block
grant program and that is responsible for reviewing and recommending to the beard department the
approval or denial of job investment loans subject to this part and rules implementing this part.

{43(5] "Qualified business" means a business enterprise that either is or will be located in the state
and that produces goods or provides services that will, as a result of receiving a job investment loan, create

jobs for Montana workers."”

NEW SECTION. Section 8. Job investment loan account. There is a job investment loan account.
The department shall deposit all principal payments on loans made pursuant to this part in the account ang
may make additional loans pursuant to this part. The department shall make loans from the funds allocated

to the department under 17-6-308.

Section 9. Saction 17-8-508, MCA, is amended to read:

"17-6-509. Jab investment administrative account. There is a job investment administrative
account in the state special revenue fund. The department shall deposit up to 20% of interest payments
on job investment ioans into the account. Money in the account must be used to pay the costs of
administering this part, including personnel costs, operating costs, and administrative costs. [nterest

payments not deposited into _the account must be deposited into the coal severance tax income fund

established in 17-5-703."
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Section 10. Section 17-6-510, MCA, is amended to read;

"17-6-510. Loan review committee -- conflict of interest -- servicing of loans. {1} The department
shali establish a loan review committee to administer this part. The committee shall accept and review loan
applications pursuant to rules adopted by the department. The committee shall recommend to the board
department the approval or disapproval of loans. A loan may not exceed $50C,000.

{2) If a member of the committee has a financial interest in a business that submits a job
investment loan application, then the application must be denied.

{3) The department shal may contract for the servicing of loans.

(4) The department is the successor in interest to all agreements, contracts, loans, notes, or other

instruments entered into under this part.”

Section 11. Section 17-7-5602, MCA, is amended to read:

"17-7-502. Statutory appropriations -- definition -- requisites for validity. (1) A statutory
appropriation is an appropriation made by permanent law that authorizes spending by a state agency
without the need for a hiennial legislative appropriation or budget amendment.

(2) Except as provided in subsection (4}, to be effective, a statutory appropriation must comply
with both of the following provisions:

(a) The law containing the statutory authority must be listed in subsection (3).

(b) The law or portion of the law making a statutory appropriation must specifically state that a
statutory appropriation is made as provided in this section.

{3) The following laws are the only laws containing statutory appropriations: 2-9-202; 2-17-105;
2-18-812;3-5-901; 5-13-403; 10-3-203; 10-3-310; 10-3-312;10-3-314; 10-4-301; 15-1-111; 15-23-7086;
15-30-195; 15-31-702; 15-37-117; 15-38-202; 15-65-121; 15-70-101; 16-1-404; 16-1-410; 16-1-411;
16-11-308; 17-3-106; 17-3-212; 17-5-404; 17-5-424; 17-5-804; 17-6-101; 17-6-201; 17-7-3C4;
18-11-112; 13-2-502; 19-6-709; 19-9-1007; 19-17-301; 19-18-512; 19-18-513; 19-18-606; 19-19-205;
19-19-305; 19-19-506; 20-8-107; 20-B-111; 20-9-361; 20-26-1503; 23-5-136; 23-5-306; 23-5-409;
23-5-610; 23-5-612; 23-5-631; 23-7-301; 23-7-402; 32-1-537; 37-43-204; 37-51-501; 39-71-503;
39-71-907;39-71-2321,39-71-2504;44-12-206;44-13-102; 50-4-623;50-5-232; 50-40-2086; 53-6-150;
53-6-703; 53-24-206; 60-2-220; 67-3-205; 75-1-1101; 75-5-1108; 75-6-214; 75-11-313; 76-12-123;
80-2-103; 80-2-222; 80-4-416; 81-5-111; 82-11-136; B2-11-161; 85-1-220; 85-20-402; 96-3-36%
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90-4-215; 90-6-331; 90-7-220; 90-7-221; and 90-9-3086.

(4) There is a statutory appropriation to pay the principail, interest, premiums, and costs of issuing,
paying, and securing all bonds, notes, or other obligations, as due, that have been authorized and issued
pursuant to the laws of Montana. Agencies that have entered into agreements authorized by the laws of
Montana to pay the state treasurer, for deposit in accordance with 17-2-101 through 17-2-107, as
determined by the state treasurer, an amcount sufficient to pay the principal and interest as due on the
bonds or notes have statutory approgriation authority for the payments. {In subsection (3): pursuant to sec.
7. Ch, 567, L. 1991, the inclusion of 19-6-709 terminates upon death of last recipient eligible for
supplemental benefit; and pursuant to sec. 7(2), Ch. 29, L. 1995, the inclusion of 15-30-195 terminates

July 1, 2001.)"

Section 12, Section 90-8-201, MCA, is amended to read:

"90-8-201. Certification of Montana capital companies -- certification of a Montana small business
investment capital company. (1) The department shall certify one Montana small business investment
capital company, and from time to time, the department shall certify Montana capital companies. A
company seeking to be certified as a Montana capital company or as the Montana small business
investment capital company shall make written application to the department on forms provided by the
department. The application must contain the information required by 90-8-204 and other information that
the department requires. The application and certificate must specify the level of capitalization that the
company expects to qualify for the tax credits provided for in 90-8-202.

(2} The application must show that the applicant’s purpose is to increase the general economic
welfare of the state of Montana by:

{a) making investment capital available to businesses in Montana; and

{b) allowing for investment of up to 25 % of its capital base in businesses outside Montana if there
is a substantial likelihaod that sueh the investment will produce a gualified investment in Montana.

(3} Certifiable applicants include but are not limited to local and community development
corporations, small business administration 503 corporations, and small business investment companies.

(4) Certification is a prerequisite to and must be completed before seeking designation as a qualified
capital company or as the qualified Montana small business investment capital company.

{(5) To be sligibie for certification under this section as the Mantana small business investment

Legisiative

L\j,j‘:;?;" -10- HB 678



56th Legislature HB0578.02

1 capital company, the applicant shall commit to:
{a) wtihze using the tax credits to accumulate private capital with the intention of being designated

a small business investment corporation by the United States small business administration as provided in

oW N

Title |l of the Smait Business Investment Act of 1958, as amended, and as implemented under 13 CFR 107;

o

(b} target targeting its investments as a small business investment capital company toward
commercialization projects emerging from centers of excellence and entrepreneurship, federal laboratories,
the federal small business innovative research program, the faderal cooperative research and development
agreement program, Montana university system research and development, the-Mentana-board-ai-seiancs
and—technology—deveolapment-tsacend-etagelr small business incubators, community development biock

grant programs, and projects emerging from economic development programs of Montana certified

O W oW o

11 communities, with the objective of providing significant investment opportunities in an area where economic

12 development capital is limited;

13 (c) eemsider considering investment opportunities originating in any Montana county; and
14 (d) adept adopting investment guidelines that ensure that not less than 10% of its available capital

18 is invested in counties with populations of 20,000 or less.”
16
17
18
19
20
21

22

23
24
25 NEW_ SECTION. Section 13. Repealer. Sections 2-15-1818, 90-3-101, 90-3-102, 90-3-201,
26 90-3-202,90-3-203,90-3-204,90-3-301, 90-3-303, 90-3-304, 90-3-305, 90-3-501, 90-3-502, 30-3-503,
27  90-3-504,90-3-505,90-3-506, 90-3-519, 90-3-5620, 90-3-5621, 90-3-622,90-3-523,90-3-524, 90-3-525,
28  and 90-3-901, MCA, are repealed.

29

30 NEW SECTION. Section 14. Saving clause. [This actj does not affect rights and duties that
Legislative
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1 matured, penalties that were incurred, or proceedings that were begun before [the effective date of this

2 act],
3
4 NEW SECTION. Section 15. Cadification instruction. [Section Z 8] is intended to be codified as
5 an integral part of Title 17, chapter 6, part 5, and the provisions of Title 17, chapter 8, part &, apply to
6 [section Z 8].
7
8
9.
10
11
12
13
14 NEW SECTION. Section 16. Effective date DATES. (1) EXCEPT AS PROVIDED IN SUBSECTION

15 (2}, [Fhie THIS act] is effective July 1, 388+ 1999.

16 (2) ISECTION 61 1S EFFECTIVE ON PASSAGE AND APPROVAL.
17 -END-
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FREE CONFERENCE COMMITTEE

on House Bill 578
Report No. 1, April 23, 1997

Page 1 of 4

Mr. Speaker and Mr. President:

We, your Free Conference Committee met and considered House Bill 578 (reference copy --
salmon) and recommend that House Bill 578 be amended as follows:

1., Title, line 6.
Strike: "BOARD OF INVESTMENTS"
Insert: "DEPARTMENT OF COMMERCE"

2. Title, line 9.

Following: "REPAYMENT:"

Insert: "REVISING THE CCONDITIONS FOR MEMBERSHIP ON THE ROARD;
TRANSFERRING A PORTICN OF THE INTEREST EARNINGS TO THE
SUPREME COURT TO FUND JUDGES‘’ RETIREMENT; AUTHORIZING A
GRANT OF INTEREST EARNINGS TO THE UNIVERSITY SYSTEM;"

3. Title, line 10.
Following: line 9
Insert: "2-15-1818,"

4. Title, line 14.
Following: "DATES"
Insert: "AND A RETROACTIVE APPLICABILITY DATE"

5. Page 1, line 17.
Insert: "Section 1. Section 2-15-1818, MCA, is amended to read:

"2-15-1818. Montana board of science and technology
development -- allocation -- composition ~- quasi-judicial
powers. (1} There is a Montana board of science and technology
development. The beoard is allocated to the department of
commerce. The department shall select, prescribe the duties for,
and supervise staff to administer board activities.

{2) The board consists of nine members appointed by the
governor as prescribed in 2-15-124.

{3) In making appointments to the board, the governor shall
consider people with extensive interest and experience in science
and technology and the application of such interest and
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experience to economic development in Montana.

(4) The membership of the board must include:

(a) at least three members with knowledge of early stage
financing of private businesses; .

(b} at least one member with expertlse in applied
technology development; and

(¢} at least five members from the private sector.

(5} The board is designated a quasi-judicial board for
purposes of 2-15-124.

this section] may not be an officer or an emplovee of an

nti that s _received fundij rom the k L

Renumber: subsequent sections

6. Page 6, line 3.
Strike: "not"

7. Page 6, line 21.
Strike: "board"
Insert: "department"

8. Page 6, line 27,

Following: line 26

Insert: "The department shall establish an appropriate repayment
schedule for all outstanding research and development loans
made to the university system. The department shall report
the schedule to the S56th legislature. The department shall’
develop a business investment strategy for investing in

- Montana business and shall present the proposal to the 56th

legislature."

Strike: "board" on line 27

Insert: "department"

9. Page 6, line 30.

Strike: "$2 million"
Insert: "$915, 000"

10. Page 7, line 8.

Following: line 7

Insert: " (5) Beginning July 1, 1999, all repayments proceeds in
excess of $4.395 million must be deposited in the coal
severance tax permanent fund. In the fiscal year ending
June 30, 1998, the department shall transfer $250,000 from
the interest and earnings from job investment loans to the

Montana supreme court to be used to fund the judges’
retirement system."
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11. Page 7, line 22.
Following: "."
Insert: " [The board may grant up to $2 millicn of interest and

income from investments to research and development projects
at Montana public universities. The research and

development projects may include grant matching fund
purposes.]" ‘ '

12. Page 7, line 24.

Following: *"."

Insert: "Except for $915,000, all uncommitted seed capital funds
must revert to the coal severance tax permanent fund. The
department may use up to $75,000 each year of the seed
capital funds for administrative purposes. The board of
escience and technolcgy development, with the concurrence of
the director of the department, may extend an additional
loan to an existing seed capital portfolio company by up to
$700,000. In the fiscal year ending June 30, 1998, the
department shall transfer $250,000 of interest and earnings
to the Montana Supreme Court to be used to fund the judges’
retirement system."

13. Page 7, lines 27 and 28.

Following: "repaid," on line 27

Strike: remainder of line 27 through "loans" on line 28

Insert: "the proceeds of the seed capital portion of the
Montana board of science and technology development loans
must be deposited in the cocal severance tax permanent fund
until all loans have been repaid plus the amount of 7%
gimple interest for the years that the loans have been
outstanding. The board shall calculate the amount of the
interest charge. The board may use up to $25,000 of the
repayments for administrative costs in the fiscal year
ending June 30, 1%37"

14. Page 8, line 10.
Strike: subsection (3) in its entirety
Renumber: subsequent subsections '

15, Page 8, lines 19 through 22.
Strike: section 8 in its entirety
Renumber: subsequent sections

16. Page 8, line lines 26 through 28.

Following: "." on line 26 i
Strike: remainder of line 26 through "." on line 28

871722CC.Hgd
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17. Page 8, line 29.
Strike: "not deposited int¢ the account"

18. Page 12, lines 4 through 6.
Strike: section 15 in its entirety
Renumber: subsequent section

19. Page 12, line 13.

Insert: "NEW _SECTION. Section 15. Coordination instruction.
{1) If House Bill No. 2 is vetoed, then the bracketed
language in [sectionh 7] is veid. ‘

(2) If the bracketed language in [sectien 7] ig effective,
then the $1 millioh for each fiscal year appropriated from the
state special revenue account for university system research
contained in House Bill No. 2 is wvoid."

Renumber: subsequent section '

20. Page 12, line 16.

Strike: "SECTION 6"

Ingsert: "Sections 1, 6(5), and 7"

Strike: "IS"

Ingert: "are"

Following: "APPROVAL"

Insert: ", and [section 7] applies retroactively, within the
meaning of 1-2-109, to investmént payments received on or
after April 21, 1997¢

And this FREE Conferénce Committée feport be adopted.

. For the House: For the Senate:
chwq G LA O /éli &a-Zm
Representg@e Grinde, Chair Senatot Devliri, Chair

Sy

(gL e

Rep atife-R, Johnson

Representative Raney, _ /(/ &
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HOUSE BILL NO. 578

INTRCDUCED BY LAWSON

A BILL FOR AN ACT ENTITLED: "AN ACT ELIMINATING THE MONTANA BOARD OF SCIENCE AND
TECHNOLOGY DEVELOPMENT [N 1999; TRANSFERRING THE PORTFOLIOS OF THE MONTANA BOARD
OF SCIENCE AND TECHNOLOGY DEVELOPMENT TO THE BOARD-OFINVESTMENTS DEPARTMENT CF

COMMERCE; REVISING THE JOB INVESTMENT LOAN LAWS; ARRRORRIAHNG-GOAL SEVERANGE-TAX

REVISING THE CONDITIONS FOR MEMBERSHIP ON THE BOARD; TRANSFERRING A PORTION OF THE

INTEREST EARNINGS TO THE SUPREME COURT TO FUND JUDGES® RETIREMENT; AUTHORIZING A

GRANT OF INTEREST EARNINGS TO THE UNIVERSITY SYSTEM; AMENDING SECTIONS 2-15-1818,

2-18-103, 17-6-201, 17-6-302, 17-6-305, 17-6-308, 17-6-503, 17-6-509, 17-6-510, 17-7-502, AND
90-8-201, MCA; REPEALING SECTIONS 2-15-1818, 90-3-101, 90-3-102, 90-3-201, 90-3-202, 90-3-203,
90-3-204, 90-3-301, 90-3-303, 90-3-304, 90-3-305, 90-3-501, 90-3-502, 90-3-503, 90-3-504, 90-3-505,
90-3-506, 90-3-519, 90-3-520, 90-3-621, 90-3-622, 90-3-523, 90-3-524, 90-3-525, AND 90-3-901,
MCA; AND PROVIDING AN EFFECTIVE BATE DATES AND A RETROACTIVE APPLICABILITY DATE."

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

SECTION 1. SECTION 2-15-1818, MCA, iS AMENDED TCO READ:

"2-15-1818. Mantana board of science and technology development -- allocation -- composition
-- quasi-judictal powers. (1) There is @ Montana board of science and technology development, The board
is allocated to the department of commerce. The department shall select, prescribe the duties for, and
supervise staff to administer board activities.

{2} The board consists of nine members appointed by the governor as prescribed in 2-15-124.,

{3) In making appointments to the board, the governor shall consider people with extensive interest
and experience in science and technology and the application of such interest and experience to economic
development in Montana.

(4) The membership of the board must include:
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{a) at least three members with knowledge of early stage financing of private businesses;
{b) at least one member with expertise in applied technology development; and

{c) at least five members from the private sector.

(5) The board is designated a quasi-judicial board for purposes of 2-15-124.

(6) A member of the board appointed after [the effective date of this section] may not be an officer

or an employee of an entity that has received funding fram the board.”

Section 2. Section 2-18-103, MCA, is amended to read:

"2-18-103. Officers and employees excepted. (1) Parts 1 and 2 do not apply to the following
positions in state government:

(a) elected officials;

{b) county assessors and their chief deputy;

(c} employees of the office of consumer counsel;

{d) judges and employees of the judicial branch;

{e} members of boards and commissions appointed by the governar, the legislature, or other elected
state officials;

(f} officers or members of the militia;

(g) agency heads appointed by the gavernor;

{h} academic and professional administrative personnel with individual contracts under the authority
of the board of regents of higher education;

{i} 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;

{jl eachers under the authority of the department of corrections or the department of public health
and human services;

(kl investment officer, assistant investment officer, executive director, and three five professional
statf positions of the board of investments;

(It four professional staff positions under the board of oil and gas conservation;

{m) assistant director for security of the Montana state iottery;

. Legistative
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techralogy-dovelepment;

teHn) executive director and employees of the state compensation insurance fund;

iptlo) state racing stewards employed by the executive secretary of the Montana board of
horseracing;

{g(p} executive director of the Montana wheat and barley committes;

gl commissioner of banking and financial institutions; and

{s}{r) training coordinator for county attorneys.

{2) Employees of an entity of the legislative branch, other than the office of consumer counsel, are
exempt from the application of 2-18-1011 through 2-18-1013. With respect tc entities of the legislative
branch, other than the office of consumer counsel:

{a) as used in parts 1 through 3 of this chapter, references to the "department of administration”
or "department” apply to the legislative council established by 5-11-101, which may delegate administrative
duties to the legislative services division established by 5-11-111;

{b) as used in 2-18-102, the term "governor" applies to the legislature; and

{c) as usedin 2-18-204, the term "budget director” applies to the "approving authority " as defined
in 17-7-102."

Section 3. 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 VIIl, section 13, of the Montana constitution to be provided for public funds must be
administered by the board of investments in accordance with the prudent expert principle, which requires
any investment mahager to:

{a) discharge the 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 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
s0,; and

(c) discharge the duties solely in the interest of and for the benefit of the funds forming the unified

investment program.
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(2} (a) Retirement funds may be invested in common stocks of any corporation, except that an
investment may not be made at any time that would cause the book value of the investments in any
retirement fund to exceed 50% of the book value of the fund or would cause the stock of one corporation
to exceed 2% of the book value of the retirement fund.

{b) Other public funds may not be invested in private corporate capital stock. "Private corporate
capital stock” means only the common stock of a corporation.

{3) {a) This section does not prevent investment in any business activity in Montana, including
activities that continue existing jobs or create new jobs in Montana.

(b) The board is urged under the prudent expert principle to invest up to 3% of retirement funds
in venture capital companies. Whenever possible, preference should be given to investments in those
venture capital companies that demonstrate an interest in making investments in Montana.

{c} In discharging its duties, the board shall consider the preservation of purchasing power of
capital during periods of high monetary inflation.

{d) The board may not make a direct loan to an individual borrower. The purchase of a loan or a
portion of a loan originated by a financial institution is not considered a direct loan.

{4) The board has the primary authority to invest state funds. Another agency may not invest state
funds unless otherwise provided by law. The hoard shail 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 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
the fund and a record of the participation of each treasury fund account in each investment fund.

{6) The board 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 for the

| Legistative
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property;

(b) direct the withdrawal of any funds deposited by or for the state treasurer pursuantto 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 maney for payments due from the treasury funds for which the securities have been purchased;

{d) expend funds needed to cover costs of necessary repairs to property owned by the board as
an investment. The expenditures may be made directly by the board and are statutorily appropriated, as
provided in 17-7-502. Repairs that cost in excess of $2,500 must be bid, and the bid must be awarded in
compliance with existing state law and regulations. Emergency repairs may be made by the board without
bid if approved by the state architect.

(7) The cost of administering and accounting for each investment fund must be deducted from the

income from each fund.

Section 4, Secticn 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 board of investments created in 2-15-1808.

{2) "Capital company” means a Montana capital company created pursuant to Title 90, chapter 8.

(3) "Clean and heaithful environment” means an environment that is relatively free from poliution
‘chat threatens human health, including as a minimum, compliance with federal and state environmental and
health standards.

{(4) "Department” means the department of commerce provided for in 2-15-1801.

H3(5) "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 as an employee, officer, or partner of the enterprise.

{B}{B) "Financial institution” includes but is not limited to a state- or federally chartered bank or a
savings and loan assaciation, credit union, or development corparatian created pursuant to Title 32, chapter
( Legislative
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2 {67} "Loan participation™ means loans or partions theareef of loans bought from a financial

institution and does not include the purchase of debentures issued by a capital company.

(8) "Locally owned enterprise” means any enterprise 51% of whose stock, partnership interests,
or other ownership interests are is owned and controlled by residents of Montana.

{8}{3) "Long-term benefit to the Montana economy™ means an activity that strengthens the

~N o e B

Montana economy and that has the potential to maintain and create jobs, increase per capita income, or
increase Mcntana tax revesues revenue in the future to the people of Montana, either directly or indirectly.

{${10) "Montana economy” means any business activity in the state of Montana, including those

o w W

which that continue existing jobs or create new jobs in Montana.
11 £63{11) "Service fees” means the fees normally charged by a financial institution for servicing a

12 loan, including amounts charged for collecting payments and remitting amounts to the fund.”

13

14 Section 5. Section 17-6-305, MCA, is amended to read:

15 "17-6-305. Investment of up to twenty-five percent of coal tax trust fund in Montana economy
18  -- report by board. (1) Subject to the provisions of 17-8-201(1), the board shall endeaver to invest up to

17 25% of the permanent coal tax trust fund established in 17-6-203(6) in the Montana economy, with special
18 emphasis on investments in new or expanding locally owned enterprises. !nvestments made pursuant to
19 this section do not include investments made pursuant to 17-6-309(2). For purposes of calculating the 25%
2‘O of the permanent coal tax trust fund, the board shall include all funds listed in 17-5-703(1). The portion of

21 the permanent coal tax trust fund contained in portfolios formerly administered by the Montana board of

22 science and technology development and administered by the departiment pursuant to 37-6-30843} part 5
23 of this chapter may is Roet-be included in ;he 25% of the trust fund allocated to the board for in-state
24 investment under this section.

25 {2) Indetermining the probable income to be derived from investment of this revenue, the long-term
26 benefit to the Montana economy must be considered.

27 {3) The legislature may provide additional procedures to implement this section.

28 {4) The board shall include a report on the investments made under this section as a part of the
29 information required by 17-7-111."

30
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Section 6. Section 17-6-308, MCA, is amended to read:

"17-6-308. Authorized investments. (1) Except as provided in subsections (2} and {3} and subject
10 the provisions of 17-6-201, the Montana permanent coal tax trust fund must be invested as authorized
by rules adopted by the board.

(2) The board may make loans from the permanent coal tax trust fund to the capital reserve
account created pursuant to 17-5-1515 to establish balances or restore deficiencies in the account. The
board may agree in connection with the issuance of bonds or notes secured by the account or fund 10 make
the loans. Loans must be on terms and conditions determined by the board and must be repaid from
revenue realized from the exercise of the hoard's powers under 17-5-1501 through 17-5-1518 and
17-5-1521 through 17-5-1529, subject to the prior pledge of the revenue to the bonds and notes.

{3) The beard DEPARTMENT shall akew manage the seed capital and research _and development

loan portfolios created by the former Montana board of science and technology development—providadtor

developmentprojects. THE DEPARTMENT SHALL ESTABLISH AN APPROPRIATE REPAYMENT SCHEDULE

FORALL QOUTSTANDING RESEARCH AND DEVELOPMENT LOANS MADE TO THE UNIVERSITY SYSTEM.

THE DEPARTMENT SHALL REPORT THE SCHEDULE TO THE 56TH LEGISLATURE., THE DEPARTMENT

SHALL DEVELOP A BUSINESS INVESTMENT STRATEGY FOR INVESTING IN MONTANA BUSINESS AND

SHALL PRESENT THE PROPOSAL TO THE 56TH LEGISLATURE. The beard DEPARTMENT is the successor

in_interest to_all agreements, contracts, loans, notes, or other instruments entered into by the Montana

board of science and technology development as part of the seed capital and research and development

loan_portfolios. Until the Ments department makes a loan

pursuant to the provisions of Fitle-90; part 5 of this chapter 3, the $2-millien $915,000 in funds under its

administration must be invested by the board pursuant to the provisions of 17-6-201. As sead-capital-and

mozzaninre-firancing loans made pursuant to part 5 of this subseestion chapter are repaid, the Mentana

department may reinvest the principal in new loans pursuant

to part b of this chapter.

{4) The board shall adopt rules to allow a nonprofit corporation to apply for economic assistance.
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The rules must recognize that different criteria may be needed for nonprofit corporations than for for-profit
corparations.

(5) BEGINNING JULY 1, 1999, ALL REPAYMENTS PROCEEDS IN EXCESS OF $4.395 MILLION

MUST BE DEPQOSITED IN THE COAL SEVERANCE TAX PERMANENT FUND. IN THE FISCAL YEAR ENDING

JUNE 30, 1998, THE DEPARTMENT SHALL TRANSFER $250,000 FROM THE INTEREST AND EARNINGS

FROM JOE INVESTMENT LOANS TO THE MONTANA SUPREME COURT TO BE USED TO FUND THE

JUDGES' RETIREMENT SYSTEM."

SECTION 7. SECTION 17-6-308, MCA, IS AMENDED TO READ:

"17-6-308. Authorized investments. (1) Except as provided in subsections (2) and (3} and subject
to the provisions of 17-8-201, the Montana permanent coal tax trust fund must be invested as authorized
by ruies adopted by the board.

{2) The board may make Ioans from the permanent coal tax trust fund to the capital reserve
account created pursuant to 17-5-1515 to establish balances or restore deficiencies in the account. The
board may agree in connection with the issuance of bonds or notes secured by the account or fund to make
the loans. Loans must be on terms and conditions determined by the board and must be repaid from
revenue realized from the exercise of the board’s powers under 17-5-1501 through 17-5-1518 and
17-5-1521 through 17-5-1529, subject to the prior pledge of the revenue to the bonds and notes.

(3) The board shali aliow the Montana board of science and technology development, provided for
in 2-15-1818, to administer $12.5 million of the permanent coal tax trust fund for seed capital project loans
or mezzanine financing loans and $11.1 miilion of the permanent coal tax trust fund for research and

development project matching funds for projects at Montana public universities. [THE BQGARD MAY GRANT

UPTO $2MILLION QF INTEREST AND INCOME FROM INVESTMENTS TO RESEARCH AND DEVELOPMENT

PROJECTS AT MONTANA PUBLIC UNIVERSITIES. THE RESEARCH AND DEVELOPMENT PROJECTS MAY .

INCLUDE GRANT MATCHING FUND PURPOSES.] This authority does not extend beyond June 30, 1882
1992, for seed capital project loans and beyond June 30, 1887 1999, for research and development

projects. EXCEPT FOR $915,000, ALL UNCOMMITTED SEED CAPITAL FUNDS MUST REVERT TO THE

COAL SEVERANCE TAX PERMANENT FUND. THE DEPARTMENT MAY USE UP TO $75,000 EACH YEAR

OF THE SEED CAPITAL FUNDS FOR _ADMINISTRATIVE PURPOSES. THE BOARD OF SCIENCE AND

TECHNOLOGY DEVELOPMENT, WITH THE CONCURRENCE OF THE DIRECTOR OF THE DEPARTMENT,

"Legislative
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MAY EXTEND AN ADDITIONAL LOAN TO AN EXISTING SEED CAPITAL PORTFOLID COMPANY BY UP

TO $700,000. IN THE FISCAL YEAR ENDING JUNE 30, 1998, THE DEPARTMENT SHALL TRANSFER

$250,000 OF INTEREST AND EARNINGS TO THE MONTANA SUPREME COURT TO BE USED TO FUND

THE JUDGES' RETIREMENT SYSTEM. Until the Montana board of science and technology development
makes a loan pursuant to the provisions of Title 90, chapter 3, the funds under its administration must be
invested by the board pursuant to the provisions of 17-8-201. As seed capital and mezzanine financing
loans made pursuant to this subsection are repaid, the—Mertana—boardof-—ssienco—and technology

developmentmay-reipvestihe-pringipaba-new-lcans THE PROCEEDS OF THE SEED CAPITAL PORTION OF
THE MONTANA BOARD OF SCIENCE AND TECHNOLOGY DEVELOPMENT LOANS MUST BE DEPOSITED

IN THE COAL SEVERANCE TAX PERMANENT FUND UNTIL ALL LOANS HAVE BEEN REPAID PLUS THE

AMOUNT OF 7% SIMPLEINTEREST FOR THE YEARS THAT THE LOANS HAVE BEEN OUTSTANDING. THE

BOARD SHALL CALCULATE THE AMOUNT OF THE INTEREST CHARGE. THE BOARD MAY USE UP TO

$25,000 OF THE REPAYMENTS FOR ADMINISTRATIVE COSTS IN THE FISCAL YEAR ENDING JUNE 30,

1997.
{4) The board shall adopt rules to allow a nanprcfit corporation to apply for economic assistance.
The rules must recognize that different criteria may be needed for nonprofit corporations than for for-profit

corporations.”

Section 8. Section 17-6-503, MCA, is amended to read:

"17-6-503. Definitions. As used in this part, unless the context requires otherwise, the following

definitions apply:

{23(1) "Department” means the department of commerce provided for in 2-15-1801.

{2) "Job investment administrative account” means the account established in 17-6-509.

{3H44H(3) "Loan review committee” means the committee that is established by the department to
consider economic development loan applicatians for funding by the federal community development block
grant program and that is responsible for reviewing and recommending to the beard department the

approval or denial of job investment lcans subject to this part and rules implementing this part.
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H“Hb{4) "Qualified business" means a business enterprise that either is or will be located in the

state and that produces goods or provides services that will, as a result of receiving a job investment loan,

create jobs for Montana workers."”

Section 9. Section 17-6-509, MCA, is amended to read:
"17-6-509. Job investment administrative account. There is a job investment administrative

account in the state special revenue fund.

Interest
payments not-deposited—into-the—ascount must be deposited into the coal severance tax income fund
established in 17-5-703."

Section 10, Section 17-6-510, MCA, is amended to read:

"17-6-510. Loan review committee -- conflict of interest -- servicing of loans. (1) The department
shall establish a loan review committee to administer this part. The committee shall accept and review loan
applications pursuant to rules adopted by the department. The committee shall recommend to the beard
department the appraval or disapproval of loans. A loan may not exceed $500,000C.

(2} If a member of the committee has a financial interest in a business that submits a job
investment ioan application, then the application must be denied.

(3) The department &hall may contract for the servicing of loans.

{4) The department is the successor in interest to all agreements, contracts, loans, notes, or other

instruments entered into under this part.”

Section 11. Section 17-7-502, MCA, is amended to read:

"17-7-502. Statutory appropriations -- definition -- requisites for validity. (1) A statutory
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appropriation is an appropriation made by permanent law that authorizes spending by a state agency
without the need for a biennial legislative appropriation or budget amendment.

{2) Except as provided in subsection {4}, to be effective, a statutory appropriation must comply
with both of the following provisions:

{a) The law containing the statutory authority must be listed in subsection {3).

{b] The law or portion of the faw making a statutory appropriaticn must specifically state that a
statutory appropriation is made as provided in this section.

(3} The following taws are the oniy laws containing statutory appropriations: 2-9-202; 2-17-105;
2-18-812;3-5-901;5-13-403;10-3-203; 10-3-310; 10-3-312; 10-3-314; 10-4-301; 15-1-111; 15-23-7086;
15-30-195; 15-31-702; 15-37-117; 15-38-202; 15-65-121; 15—70-101; 16-1-404; 16-1-410; 16-1-411;
16-11-308; 17-3-106; 17-3-212; 17-5-404; 17-5-424; 17-5-804; 17-6-101; 17-6-201; 17-7-304;
18-11-112;19-2-5602; 19-6-709; 19-9-1007; 19-17-301; 19-18-512; 19-18-513; 19-18-606; 19-19-205;
19-19-305; 19-19-506; 20-8-107; 20-8-111; 20-9-361; 20-26-1503; 23-5-136; 23-5-306; 23-5-409;
23-5-610; 23-5-812; 23-6-631; 23-7-301; 23-7-402; 32-1-537; 37-43-204; 37-51-501; 39-71-508;
39-71-807;39-71-2321;39-71-2504;44-12-206,44-13-102; 50-4-623,50-5-232; 50-40-206, 53-6-150;
53-6-703; 53-24-206; 60-2-220; 67-3-205; 75-1-1101; 75-5-1108; 75-6-214; 75-11-313; 76-12-123;
80-2-103; 80-2-222; 80-4-416; 81-5-111; 82-11-136; 82-11-161; 85-1-220; 85-20-402;, 80-3-30%
90-4-215; 90-6-331; 90-7-220; 90-7-221; and 90-9-306.

{4} Thereis a statutory appropriation to pay the principal, interest, premiums, and costs of issuing,
paying, and securing all bonds, notes, or other obligations, as due, that have been authorized and issued
pursuant to the laws of Montana. Agencies that have entered into agreements authorized by the laws of
Montana to pay the state treasurer, for deposit in accordance with 17-2-101 through 17-2-107, as
determined by the‘ state treasurer, an amount sufficient to pay the principal and interest as due on the
bonds or notes have statutory appropriation authority for the payments, (In subsection {3): pursuant to sec.
7, Ch. 5687, L. 1991, the inclusion of 19-8-709 terminates upon death of last recipient eligible for
supplemental benefit; and pursuant to sec. 7{2}, Ch. 29, L. 1985, the inclusion of 15-30-195 terminates

July 1, 2001.)"

Section 12. Section 90-8-201, MCA, is amended to read:
"90-8-201. Certification of Montana capital companies -- certification of a Montana small business
{Le istative
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investment capital company. (1) The department shall certify one Montana small business investment
capital company, and from time to time, the department shall certity Montana capital companies. A
caompany seeking to be certified as a Montana capital company or as the Montana small business
investment capitai company shall make written application to the department on forms provided by the
department. The application must contain the information required by 90-8-204 and other information that
the department requires. The application and certificate must specify the level of capitalization that the
company expects to qualify for the tax credits provided far in 90-8-202.

{2} The application must show that the applicant’s purpose is to increase the general economic
welfare of the state of Montana by:

{a} making investment capital available to businesses in Montana; and

{b) allowing for investment of up to 25% of its capital base in businesses outside Montana if there
is a substarttial likelihood that sueh the investment will produce a qualified investment in Montana.

{3} .Certifiable applicants include but are not limited to local and community development
corporations, small business administration 503 corporations, and small business investment companies.

(4) Certification is a prerequisite to and must be completed before seeking designation as a qualified
capital company or as the qualified Montana small business investment capital company.

{6) To be eligible for certification under this section as the Montana small business investment
capital company, the applicant shall commit to:

{a) utikze using the tax credits to accumulate private capital with the intention of being designated
a small business investment corporation by the United States small business administration as provided in
Title Il of the Small Business Investment Act of 1958, as amended, and as implemented under 13 CFR 107;

(b) target targeting its investments as a small business investmént capital company toward
commercialization projects emerging from centers of excellence and entrepreneurship, federal laboratories,
the federal small business innovative research program, the federal cooperative research and development
agreement program, Montana university system research and development, the-Mentana-board-of-sciance
and—teshnology-development-isacend-stagel: small business incubators, community development block
grant programs, and projects emerging from economic development programs of Montana certified
communities, with the objective of praviding significant investment opportunities in an area where economic
development capital is limited;

{c) cemsider considering investment opportunities originating in any Montana county; and
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{d) adept adopting investment guidelines that ensure that not fess than 10% of its available capital

is invested in counties with populations of 20,000 or less.”

NEW SECTION. Section 13. Repealer. Sections 2-15-1818, 90-3-101, 30-3-102, 90-3-201,

90-3-202,90-3-203, 90-3-204, 90-3-301, 90-3-303, 90-3-304, 90-3-305, 30-3-501, 90-3-502, 90-3-503,
90-3-504, 90-3-505, 80-3-506, 90-3-5619,90-3-520,90-3-621,90-3-522,90-3-523, 90-3-524, 90-3-525,
and 90-3-301, MCA, are repealed.

NEW SECTION. Section 14. Saving clause. [This act] does not affect rights and duties that

matured, penalties that were incurred, or proceedings that were begun before [the effective date of this

actl.
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NEW SECTION. SECTION 15. COORDINATION INSTRUCTION. (1} IF HOUSE BILL NO. 2 1S

VETQED, THEN THE BRACKETED LANGUAGE IN [SECT!ON 7] IS VOID.

{2) IF THE BRACKETED LANGUAGE IN [SECTION 7] IS EFFECTIVE, THEN THE $1 MILLION FOR

EACH FISCAL YEAR APPROPRIATED FROM THE STATE SPECIAL REVENUE ACCOUNT FOR UNIVERSITY

SYSTEM RESEARCH CONTAINED IN HQUSE BILL NO. 2 IS VOID.

NEW SECTION. Section 16. Effective date DATES. (1) EXCEPT AS PROVIDED !N SUBSECTION

(2), [This THIS act] is effective July 1, 4887 1999.
{2) [SEGHON®B SECTIONS 1, 6(5), AND 7] I8 ARE EFFECTIVE ON PASSAGE AND APPROVAL,

AND [SECTION 7] APPLIES RETROACTIVELY, WITHIN THE MEANING OF 1-2-109, TO INVESTMENT

PAYMENTS RECEIVED ON OR AFTER APRIL 1, 1997.

-END-

{ Legislative

~, Services - -
Lﬂjvision 14 : HB 578





