
55th Legislature 

/ --
/ ~St:. BILL N.O. S7f 

2 

3 

INTRODUCED BY _,_/=~·-'_.·_, : ______________ ~ 

LC1397.01 

4 A BILL FOR AN ACT ENTITLED: "AN ACT ELIMINATING THE MONTANA BOARD OF SCIENCE AND 

5 TECHNOLOGY DEVELOPMENT; TRANSFERRING THE PORTFOLIOS OF THE MONTANA BOARD OF 

6 SCIENCE AND TECHNOLOGY DEVELOPMENT TO THE BOARD OF INVESTMENTS; REVISING THE JOB 

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

8 OFFICE OF THE COMMISSIONER OF HIGHER EDUCATION TO REPAY THE RESEARCH AND 

9 DEVELOPMENT LOAN; PROVIDING FOR THE DEPOSIT OF THE LOAN 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, 17-6-510, 17-7-502, AND 

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

12 90-3-204, 90-3-301, 90-3-303, 90-3-304, 90-3-305, 90-3-501, 90-3-502, 90-3-503, 90-3-504, 90-3-505, 

13 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, 

14 MCA; AND PROVIDING AN EFFECTIVE DA TE." 

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 (al elected officials; 

22 lb) county assessors and their chief deputy; 

23 le) 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 with individual contracts under the authority 

30 of the board of regents of higher education; 
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(ii academic and professional administrative personnel and live-in houseparents who have entered 

2 into individual contracts with the state school for the deaf and blind under the authority of the state board 

3 of public education; 

4 (j) teachers under the authority of the department of corrections or the department of public health 

5 and human services; 

6 (kl investment officer, assistant investment officer, executive director, and wee five professional 

7 staff positons of the board of investments; 

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

9 (ml assistant director for security of the Montana state lottery; 

1 O ff!-) eirneutive direeter and senier investment effieer of the Mentana sears of seienee and 

11 teehnelogv sevele~ment; 

12 ¼Hill executive director and employees of the state compensation insurance fund; 

13 {j3,l·J.Ql state racing stewards employed by the executive secretary of the Montana board of 

14 horseracing; 

15 «B·iill. executive director of the Montana wheat and barley committee; 

16 +f-+(_g.J_ commissioner of banking and financial institutions; and 

17 ftrl.L!:l training coordinator for county attorneys. 

18 (21 Employees of an entity of the legislative branch, other than the office of consumer counsel, are 

19 exempt from the application of 2-18-1011 through 2-18-1013. With respect to entities of the legislative 

20 branch, other than the office of consumer counsel: 

21 la: as used in parts 1 through 3 of this chapter, references to the "department of administration" 

22 or "department" apply to the legislative council established by 5-11-101, which may delegate administrative 

23 duties to the legislative services division established by 5-11-111; 

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

25 (c1 as used in 2-18-204, the term "budget director" applies to the "approving authority" as defined 

26 in17-7-102." 

27 

28 Section 2. Section 17-6-201, MCA, is amended to read: 

29 "17-6-201. Unified investment program -- general provisions. ( 11 The unified investment program 

30 directed 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 

2 any investment manager to: 

3 la) discharge the duties with the care, skill, prudence, and diligence, under the circumstances then 

4 prevailing, that a prudent person acting in a like capacity with the same resources and familiar with like 

5 matters exercises in the conduct of an enterprise of a like character with like aims; 

6 lb) diversify the holdings of each fund within the unified investment program to minimize the risk 

7 of loss and to maximize the rate of return unless, under the circumstances, it is clearly prudent not to do 

8 so; and 

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

10 investment program. 

11 (2) (a) Retirement funds may be invested in common stocks of any corporation, except that an 

12 investment may not be made at any time that would cause the book value of the investments in any 

13 retirement fund to exceed 50% of the book value of the fund or would cause the stock of one corporation 

14 to exceed 2% of the book value of the retirement fund. 

15 (bl Other public funds may not be invested in private corporate capital stock. "Private corporate 

16 capital stock" means only the common stock of a corporation. 

17 (3) (a) This section does not prevent investment in any business activity in Montana, including 

18 activities that continue existing Jobs or create new jobs in Montana. 

19 lb) The board is urged under the prudent expert principle to invest up to 3% of retirement funds 

20 in venture capital companies. Whenever possible, preference should be given to investments in those 

21 venture capital companies that demonstrate an interest in making investments in Montana. 

22 (cl In discharging its duties, the board shall consider the preservation of purchasing power of 

23 capital during periods of high monetary inflation. 

24 (d) The board may not make a direct loan to an individual borrower. The purchase of a loan or a 

25 portion of a loan originated by a financial institution is not considered a direct loan. 

26 (41 The board has the primary authority to invest state funds. Another agency may not invest state 

27 funds unless otherwise provided by law. The board shall direct the investment of state funds in accordance 

28 with the laws and constitution of this state. The board has the power to veto any investments made under 

29 its general supervision. 

30 (5) The board shall: 
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(al assist agencies with public money to determine if, when, and how much surplus cash is 

2 available for investment; 

3 (bl determine the amount of surplus treasury cash to be invested; 

4 (cl determine the type of investment to be made; 

5 (di prepare the claim to pay for the investment; and 

6 (el keep an account of the total of each investment fund and of all the investments belonging to 

7 the fund and a record of the participation of each treasury fund account in each investment fund. 

8 (6) The board may: 

9 (a) execute deeds of conveyance transferring all real property obtained through foreclosure of any 

10 investments purchased under the provisions of 17-6-211 when full payment has been received for the 

11 property; 

12 lb) direct the withdrawal of any funds deposited by or for the state treasurer pursuant to 17-6-101 

13 and17-6-105; 

14 (c) direct the sale of any securities in the program at their full and true value when found necessary 

15 to raise money for payments due from the treasury funds for which the securities have been purchased; 

16 (d) expend funds needed to cover costs of necessary repairs to property owned by the board as 

17 an investment. The expenditures may be made directly by the board and are statutorily appropriated, as 

18 provided in 17-7-502. Repairs that cost in excess of $2,500 must be bid, and the bid must be awarded in 

19 compliance with existing state law and regulations. Emergency repairs may be made by the board without 

20 bid if approved by the state architect. 

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

22 income from each fund. 

23 {8) At the beginning of eaeh fiseal year, the l:lOard shall, froFR the appropriate fund, reiFRburse the 

24 departFRe111 of eoFRFReree for the oosts of adFRinistering programs established under Title 90, ehaf)ter a, that 

25 are not eovered by pa•(bael( funds available froFR tho aeeount established in 90 3 30§." 

26 

27 

28 

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

"117-6-302. Definitions. As used in this part, unless the context requires otherwise, the following 

29 definitions apply: 

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

2 (3) "Clean and healthful environment" means an environment that is relatively free from pollution 

3 that threatens human health, including as a minimum, compliance with federal and state environmental and 

4 health standards. 

5 (41 "Department" means the department of commerce provided for in 2-15-1801. 

6 f4Hfil "Employee-owned enterprise" means any enterprise at least 51 % of whose stock, 

7 partnership interests, or other ownership interests is owned and controlled by residents of Montana each 

8 of whose principal occupation is as an employee, officer, or partner of the enterprise. 

9 ™ifil "Financial institution" includes but is not limited to a state- or federally chartered bank or a 

1 0 savings and loan association, credit union, or development corporation created pursuant to Title 32, chapter 

11 4. 

12 fetill "Loan participation" means loans or portions tlc1ereef of loans bought from a financial 

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

14 R-Hfil "Locally owned enterprise" means any enterpnse 51 % of whose stock, partnership interests, 

1 5 or other ownership interests are 1.§ owned and controlled by residents of Montana. 

16 +&tifil "Long-term benefit to the Montana economy" means an activity that strengthens the 

17 Montana economy and that has the potential to maintain and create jobs, increase per capita income, or 

18 increase Montana tax reveRues revenue in the future to the people of Montana, either directly or indirectly. 

19 t-BH..1..Ql "Montana economy" means any business activity in the state of Montana, including those 

20 wi'liBf, that continue existing jobs or create new jobs in Montana. 

21 t+Gtl..lli "Service fees" means the fees normally charged by a financial institution for servicing a 

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

23 

24 

25 

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 

26 -- report by board. I 1) Subject to the provisions of 17-6-201 I 1 ), the board shall endeavor to invest up to 

27 25% of the permanent coal tax trust fund established in 17-6-203(6) in the Montana economy, with special 

28 emphasis on investments in new or expanding locally owned enterprises. Investments made pursuant to 

29 this section do not include investments made pursuant to 17-6-309(2). For purposes of calculating the 25 % 

30 of the permanent coal tax trust fund, the board shall include all funds listed in 17-5-703( 1 I. The portion of 
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2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

12 

13 

14 

1 5 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

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 17 6 30813) ~ 

of this chapter may 1§. not ee 'nclu~Jd n tile 25% of the trust fund allocated to the board for in-state 

investmert under this section. 

(21 In determining the probable income to be derived from investment of this revenue, the long-term 

benefit to the Montana economy must be considered. 

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

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

information required by 17-7-111." 

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

"17-6-308. Authorized investments. ( 11 Except as provided in subsections (2) and 13) 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. 

121 The board may make loans from the permanent coal tax trust fund to the capital reserve 

account c·eated 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 

17-5-152 ·1 through 17 5-1529, subject to the prior pledge of the revenue to the bonds and notes. 

(3, The board shall ttl-lew manage the seed capital and research and development loan portfolios 

created by the former Montana board of science and technology development, previded for in 2 15 1 B1 B, 

to adAlinister $12.6 million ef the perA1anent eoal tail trust fund for seed oapital projeet leans er mezzanine 

finanoin§J loans and $11.1 Alillien of the perA1anent seal taJ! trust fund for researoh and development projeot 

matohing funds for projeets at Mentana publio uni·iersities. This authorit~· dees not extend beyend d,.me 

30, 1997, for seed oapital prsjeot leans and be•,ond dune 30, 1997, for researoh and development prsjeots. 

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 a1d development loan portfolios. Until the Mentana beard of seienoe and teohnelegy develepment 

departmert makes a loan pursuant to the provisions of Title 90, part 5 of this chapter d, the $2 million in 
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2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

1 5 

16 

17 

18 

19 

20 

21 

22 

23 

24 

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

seed capital and FRezzanine financing loans made pursuant to part 5 of this subsection chapter are repaid, 

the Montana board of science and technology developFRent department may reinvest the principal in new 

loans pursuant to part 5 of this chapter. 

(41 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-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: 

(1) "Board" FReans tho Montana board of science and teohnelogy developFRent provided fer in 

21§1818. 

f.2till "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). 

~ill "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 l,ear4 department the 

approval or denial of Job investment loans subject to this part and rules implementing this part. 

f4Hfil "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." 

25 NEW SECTION. Section 7. Job investment loan account. There is a job investment loan account. 

26 The department shall deposit all principal payments on loans made pursuant to this part in the account and 

27 may make additional loans pursuant to this part. The department shall make loans from the funds allocated 

28 to the department under 17-6-308. 

29 

30 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 

2 account ir, the state special revenue fund. The department shall deposit up to 20% of interest payments 

3 on job investment loans into the account. Money in the account must be used to pay the costs of 

4 administering this part, including personnel costs, operating costs, and administrative costs. Interest 

5 

6 

7 

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

established in 17-5-703." 

8 Se•ction 9. Section 17-6-510, MCA, is amended to read: 

9 "17-6-510. Loan review committee •· conflict of interest -- servicing of loans. ( 1) The department 

1 O shall establish a loan review committee to administer this part. The committee shall accept and review loan 

11 applications pursuant to rules adopted by the department. The committee shall recommend to the l3Wf4 

12 department the approval or disapproval of loans. A loan may not exceed $500,000. 

13 (2) If a member of the committee has a financial interest in a business that submits a job 

14 investmert loan application, then the application must be denied. 

15 (3) The department Sf'l-al+ may contract for the servicing of loans. 

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

17 instruments entered into under this part." 

18 

19 

20 

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

"17-7-502. Statutory appropriations -· definition ·· requisites for validity. ( 1} A statutory 

21 appropriation is an appropriation made by permanent law that authorizes spending by a state agency 

22 without the need for a biennial legislative appropriation or budget amendment. 

23 (21 Except as provided in subsection (4), to be effective, a statutory appropriation must comply 

24 with both of the following provisions: 

25 (a1 The law containing the statutory authority must be listed in subsection (3). 

26 (bl The law or portion of the law making a statutory appropriation must specifically state that a 

27 statutory appropriation is made as provided in this section. 

28 (31 The following laws are the only laws containing statutory appropriations: 2-9-202; 2-17-105; 

29 2-18-812 3-5-901; 5-13-403; 1 0-3-203; 10-3-310; 1 0-3-31 2; 10-3-314; 10-4-301; 1 5-1-111; 1 5-23-706; 

30 15-30-19':i; 15-31-702; 15-37-117; 15-38-202; 15-65-121; 15-70-101; 16-1-404; 16-1-410; 16-1-411; 
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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; 

2 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; 

3 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; 

4 23-5-610; 23-5-612; 23-5-631; 23-7-301; 23-7-402; 32-1-537; 37-43-204; 37-51-501; 39-71503; 

5 39- 71-907; 39-71-2321; 39-71-2504; 44-12-206; 44-13-102; 50-4-623; 50-5-232; 50-40-206; 5 3-6-1 50; 

6 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; 

7 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 3 301; 

8 90-4-215; 90-6-331; 90-7-220; 90-7-221; and 90-9-306. 

9 (4) There is a statutory appropriation to pay the principal, interest, premiums, and costs of issuing, 

10 paying, and securing all bonds, notes, or other obligations, as due, that have been authorized and issued 

11 pursuant to the laws of Montana. Agencies that have entered into agreements authorized by the laws of 

12 Montana to pay the state treasurer, for deposit in accordance with 17-2-101 through 17-2-107, as 

13 determined by the state treasurer, an amount sufficient to pay the principal and interest as due on the 

14 bonds or notes have statutory appropriation authority for the payments. (In subsection 13); pursuant to sec. 

15 7, Ch. 567, L. 1991, the inclusion of 19-6-709 terminates upon death of last recipient eligible for 

16 supplemental benefit; and pursuant to sec. 7(2), Ch. 29, L. 1995, the inclusion of 15-30-195 terminates 

17 July 1, 2001.l" 

18 

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

20 "90-8-201. Certification of Montana capital companies -- certification of a Montana small business 

21 investment capital company. 11) The department shall certify one Montana small business investment 

22 capital company, and from time to time, the department shall certify Montana capital companies. A 

23 company seeking to be certified as a Montana capital company or as the Montana small business 

24 investment capital company shall make written application to the department on forms provided by the 

25 department. The application must contain the information required by 90-8-204 and other information that 

26 the department requires. The application and certificate must specify the level of capitalization that the 

27 company expects to qualify for the tax credits provided for in 90-8-202. 

28 12) The application must show that the applicant's purpose is to increase the general economic 

29 welfare of the state of Montana by: 

30 la) making investment capital available to businesses in Montana; and 
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lb) allowing for investment of up to 25% of its capital base in businesses outside Montana if there 

2 is a substantial likelihood that SH€fl the investment will produce a qualified investment in Montana. 

3 131 Certifiable applicants include but are not limited to local and community development 

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

5 14) Certification is a prerequisite to and must be completed before seeking designation as a qualified 

6 capital company or as the qualified Montana small business investment capital company. 

7 (5) To be eligible for certification under this section as the Montana small business investment 

8 capital company, the applicant shall commit to: 

9 (a1 ~ using the tax credits to accumulate private capital, with the intention of being designated 

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

11 Title Ill of the Small Business Investment Act of 1958, as amended, and as implemented under 13 CFR 107: 

12 (bl ~ targeting its investments as a small business investment capital company toward 

13 commercialization projects emerging from centers of excellence and entrepreneurship, federal laboratories, 

14 the federal small business innovative research program, the federal cooperative research and development 

15 agreement program, Montana university system research and development, the Msntana sears sf soienee 

16 ans teohnols§~' s0v0lo13R1ont lsoeons sta§e), small business incubators, community development block 

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

18 communitiesL with the objective of providing significant investment opportunities in an area where economic 

19 development capital is limited; 

20 (c: eonsiser considering investment opportunities originating in any Montana county; and 

21 (d, ~ adopting investment guidelines that ensure that not less than 10% of its available capital 

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

23 

24 NEW SECTION. Section 12. Appropriation -- loan repayment. There is appropriated to the office 

25 of the commissioner of higher education from the coal severance tax permanent trust fund up to 

26 $9,350,000 for the purpose of repaying the research and development loan made by the Montana board 

27 of science and technology development to the university system. The appropriation must be used to repay 

28 the loan principal to the board of investments as the successor in interest to the Montana board of science 

29 and technology development. The repayment must be deposited in the coal severance tax permanent fund. 

30 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, 

2 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, 

3 90-3-504, 90-3-505, 90-3-506, 90-3-519, 90-3-520, 90-3-521, 90-3-5 22, 90-3-523, 90-3-524, 90-3-525, 

4 and 90-3-901, MCA, are repealed. 

5 

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

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

8 act]. 

9 

1 O NEW SECTION. Section 15. Codification instruction. [Section 71 is intended to be codified as an 

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

12 [section 7]. 

13 

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

15 appropriates money from the coal severance tax trust fund, Article IX, section 5, of the Montana 

16 constitution requires a vote of three-fourths of the members of each house of the legislature for passage 

17 of [section 12]. If a vote of three-fourths of the members of each house is not received, then [section 121 

18 is void. 

19 

20 

21 

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

-END-
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STATE OF MONTANA - FISCAL NOTE 

Fiscal Note for EB0S78, as introduced 

DESCRIPTION OF PROPOSED LEGISLATION: 
A bill for an act eliminatir.g the Montana Board of Science and Techno.'._ogy Developmer,t; 
transferring the portfolios to the Montana Board of Investments; revising the Job Investment 
Loan laws; appropriating coal severance tax permanent funds to the CoITmissioner of Higher 
Education to repay the research and development loan. 

ASSUMPTIONS: 
Department of Commerce: 
1. All Montana Board of Science and Technology (~ST) administrative expenditures wil.'._ be 

eliminated. Three FTE will be eliminated. An FTE will be transferred to the Board of 
Investments (SOI) to morutor and evaluate the investment portfolios and l. 00 FTE has 
already been transferred to the Economic Development Division to staff a new federal 
grant. The Economic Development Division FTE will be supported with federal Lmds 
already included in the Executive Budget for the 1999 biennium. 

2. SOI operational expenditures will increase slightly to accommodate the management and 
evaluation of the transferred investment portfolios. The Economic Development Division 
will assume administration of the Jobs Investment Loan (JILi program wit:1 the 
appropriation requested by MST in the Executive Budget. 

3. The MST state special revenue accounting entity 02121 is funded by interest earned on 
seed capital and research and development loan portfolios. Once this account is 
eliminated, all of the interest 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. 

4. The SOI 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 income earned by the account and deposited in an 
internal service account that funds the SOI investment operations. Because the 
interest earned by the MST loan portfolios transferred to the SOI accrues to the state 
general fund, the SOI costs for managing and evaluating the portfolios would be charged 
against this state general fund interest income. 

5. If a three-fourths vote is obtained, 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 $19,095 in fiscal year 1998 and $20,100 in fiscal year 1999. 

Commissioner of Higher Education: 
6. The current research and loan balance is $9,350,000. Section 12 of the proposed 

legislation appropriates $9,350,000 to 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 $156,600 is interest and $113,400 is principle. 
This payment has not been made by the Montana University System. 

7. The repayment of the research and development loan is prorated to Montana State 
University Bozeman (MSU), University of Montana Missoula (UM), and Montana Tech based 
upon the total of research and development expenses. The fiscal year 1996 loan payment 
of $250,000 amounted to $157,500 for MSU Bozeman $76,750 for UM Missoula, and $15,570 
for Montana Tech. 

8. Loan repayments have primarily cocne from indirect cost recoveries on grants frCJm 
federal and private sources. 

FISCAL IMPACT: 
Science & Technology 
Expenditures: 
FTE 

FY98 
Difference 

I 5. 00 I 
Personal Services :224,891) 
Operating Expenses ( 119, 025 I 
Debt Service ill, 8921 

.J\ !Continued) 
Total L (355,803) 

~ ~-- :2·2/~?? 
DAVE LEWIS, BUDGET DIRECTOR DATE 
Office of Budget and Program Planning 

FY99 
Difference 

( 5. 00 I 
(225,176) 
(118,335) 

115,6481 

,// \ 
--~-_ :z359, 59) 

-;1!6 t" ½. t..--

_y PRIMARY SPONSOR DATE 

Fiscal Note for HB0578, as introduced 
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Fiscal Note Request, HB0578, as introduced 
Page 2 
(continued) 

Board of Investments (06) 
FTE 
Personal Se~v1.ces 
0pe1a•·ng Expenses 

Total 

Economic Development (02) 
FTE 
Operating Expenses 
Debt Service 

Tctal 

Reveriues: 
Econorr~c Dev. JIL Interest 

Commissioner of Higher Education: 
Expenditures: 
MUS Loan Repa1ments 

Revenues: 
Designated Fu~ds (33) 

Net Impact: 
FTE 
General Fund 

FY98 
Difference 

1. DD 
51,319 
23,000 
74,319 

1.00 
764 

11. 892 
12,656 

12,656 

(285,000) 

285,000 

(3.00) 
262,394 

LONG-RANGE EFFECTS OF PROPOSED LEGISLATION: 

FY99 
Difference 

1.00 
51,319 
23.000 
74,319 

1. 00 
764 

15,648 
16,412 

16,412 

(300,000i 

300,000 

( 3. DD i 
264,740 

There will be no more seed capital or research and development loans made. When these loans 
are repaid, the principal will be deposited in the trust where it will be invested by BOI in 
the same manner it currently invests trust principal. Investment earnings to the state 
general fund w:,11 increase cormnensurate Wl th any reduction in expenditures resulting from the 
enactment of this bill. 

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

TECHNICAL NOTES: 
Because Section 12 appropriates funds from the trust, that section requires a three-fourths 
vcte of each house. All other sections of the bill require a simple maJority vote. 
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/ ~.St:. BILL NO. S7:? 
/­

INTRODUCED BY j_ (.-,: · ----,L-~------

LC1397.01 

APPROVED BY COM ON 
APPROPRIATIONS 

4 A BILL FOR AN ACT ENTITLED: "AN ACT ELIMINATING THE MONTANA BOARD OF SCIENCE AND 

5 TECHNOLOGY DEVELOPMENT; TRANSFERRING THE PORTFOLIOS OF THE MONTANA BOARD OF 

6 SCIENCE AND TECHNOLOGY DEVELOPMENT TO THE BOARD OF INVESTMENTS; REVISING THE JOB 

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

8 OFFICE OF THE COMMISSIONER OF HIGHER EDUCATION TO REPAY THE RESEARCH AND 

9 DEVELOPMENT LOAN; PROVIDING FOR THE DEPOSIT OF THE LOAN 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, 17-6-510, 17-7-502, AND 

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

12 90 3-204, 90-3-301, 90-3-303, 90-3-304, 90-3-305, 90-3-501, 90-3-502, 90-3-503, 90-3-504, 90-3-505, 

13 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, 

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. 11) Parts 1 and 2 do not apply to the following 

20 positions in state government: 

21 (a) elected officials; 

22 (b) county assessors and their chief deputy; 

23 (cl 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 If) officers or members of the militia; 

28 (g) agency heads appointed by the governor; 

29 lhl academic and professional administrative personnel with individual contracts under the authority 

30 of the board of regents of higher education; 

, legislative 
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5 5th Legislature LC1397.01 

1 ii academic and professional administrative personnel and live-in houseparents who have entered 

2 into individual contracts with the state school for the deaf and blind under the authority of the state board 

3 of public education; 

4 lj) teachers under the authority of the department of corrections or the department of public health 

5 and human services; 

6 (kl investment officer, assistant investment officer, executive director, and t-flfee five professional 

7 staff positions of the board of investments; 

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

9 (ml assistant director for security of the Montana state lottery; 

10 In) eueeutive aireeter anel senier in,•estFRent eHieer ef the Mentana sears ef seienee ans 

11 teehnelqJy aevele13FRent; 

12 J~iD.J. executive director and employees of the state compensation insurance fund; 

13 if»iQl state racing stewards employed by the executive secretary of the Montana board of 

14 horseracing; 

1 5 j~J.QJ. executive director of the Montana wheat and barley committee; 

16 Milll. commissioner of banking and financial institutions; and 

1 7 isH!l training coordinator for county attorneys. 

18 121 Employees of an entity of the legislative branch, other than the office of consumer counsel, are 

19 exempt from the application of 2-18-1011 through 2-18-1013. With respect to entities of the legislative 

20 branch, other than the office of consumer counsel: 

21 (a) as used in parts 1 through 3 of this chapter, references to the "department of administration" 

22 or "department" apply to the legislative council established by 5-11-101, which may delegate administrative 

23 duties to the legislative services division established by 5-11-111; 

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

25 (c) as used in 2-18-204, the term "budget director" applies to the "approving authority" as defined 

26 in 17-7-"I02." 

27 

28 Section 2. Section 17-6-201, MCA, is amended to read: 

29 "17-6-201. Unified investment program -- general provisions. ( 1) The unified investment program 

30 directed by Article VIII, section 13, of the Montana constitution to be provided for public funds must be 

.-L,gis/rufre 
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administered by the board of investments in accordance with the prudent expert principle, which requires 

2 any investment manager to: 

3 la) discharge the duties with the care, skill, prudence, and diligence, under the circumstances then 

4 prevailing, that a prudent person acting in a like capacity with the same resources and familiar with like 

5 matters exercises in the conduct of an enterprise of a like character with like aims; 

6 lb) diversify the holdings of each fund within the unified investment program to min1m1ze the risk 

7 of loss and to maximize the rate of return unless, under the circumstances, it is clearly prudent not to do 

8 so; and 

9 le) discharge the duties solely in the interest of and for the benefit of the funds forming the unified 

10 investment program. 

11 12) la) Retirement funds may be invested in common stocks of any corporation, except that an 

12 investment may not be made at any time that would cause the book value of the investments in any 

13 retirement fund to exceed 50% of the book value of the fund or would cause the stock of one corporation 

14 to exceed 2 % of the book value of the retirement fund. 

15 (b) Other public funds may not be invested in private corporate capital stock. "Private corporate 

16 capital stock" means only the common stock of a corporation. 

17 (3) (a) This section does not prevent investment in any business activity in Montana, including 

18 activities that continue existing jobs or create new jobs in Montana. 

19 lb) The board is urged under the prudent expert principle to invest up to 3% of retirement funds 

20 in venture capital companies. Whenever possible, preference should be given to investments in those 

21 venture capital companies that demonstrate an interest in making investments in Montana. 

22 le) In discharging its duties, the board shall consider the preservation of purchasing power of 

23 capital during periods of high monetary inflation. 

24 (d) The board may not make a direct loan to an individual borrower. The purchase of a loan or a 

25 portion of a loan originated by a financial institution is not considered a direct loan. 

26 (4) The board has the primary authority to invest state funds. Another agency may not invest state 

27 funds unless otherwise provided by law. The board shall direct the investment of state funds in accordance 

28 with the laws and constitution of this state. The board has the power to veto any investments made under 

29 its general supervision. 

30 15) The board shall: 

- 3 -
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la) assist agencies with public money to determine if, when, and how much surplus cash is 

2 available for investment; 

3 lb) determine the amount of surplus treasury cash to be invested; 

4 lc, determine the type of investment to be made; 

5 Id) prepare the claim to pay for the investment; and 

6 le) keep an account of the total of each investment fund and of all the investments belonging to 

7 the fund and a record of the participation of each treasury fund account in each investment fund. 

8 16) The board may: 

9 la) execute deeds of conveyance transferring all real property obtained through foreclosure of any 

1 0 investments purchased under the provisions of 17-6-211 when full payment has been received for the 

11 property; 

12 lb) direct the withdrawal of any funds deposited by or for the state treasurer pursuant to 17-6-101 

13 and17-t3-105; 

14 Ic) direct the sale of any securities in the program at their full and true value when found necessary 

15 to raise money for payments due from the treasury funds for which the securities have been purchased; 

1 6 1 d) expend funds needed to cover costs of necessary repairs to property owned by the board as 

17 an investment, The expenditures may be made directly by the board and are statutorily appropriated, as 

18 provided in 17-7-502. Repairs that cost in excess of $2,500 must be bid, and the bid must be awarded in 

1 9 compliance with existing state law and regulations. Emergency repairs may be made by the board without 

20 bid if approved by the state architect. 

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

22 income ·'rom each fund. 

23 18) At tl=le beginning ef eaeh fiseal year, the bearet sRall, freFR tRa a1313repriate hmel, reiFRburse the 

24 el0'3artFRant ef eemmeroe fer tRe easts ef aetministaring 13regrams establisheel under Title 90, eha!;lter a, tRat 

25 are net oevereet b',' !;Ja•,•baek funets aYailable !rem tRe aeeeunt estaelisheet in 90 a 30!i." 

26 

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

28 "17-6-302. Definitions. As used in this part, unless the context requires otherwise, the following 

29 definitions apply: 

30 , 1) "Board" means the board of investments created in 2-15-1808 . 

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

2 (31 "Clean and healthful environment" means an environment that is relatively free from pollution 

3 that threatens human health, including as a minimum, compliance with federal and state environmental and 

4 health standards. 

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

6 f4till "Employee-owned enterprise" means any enterprise at least 51 % of whose stock. 

7 partnership interests, or other ownership interests is owned and controlled by residents of Montana each 

8 of whose principal occupation is as an employee, officer, or partner of the enterprise. 

9 ~H.fil. "Financial institution" includes but is not limited to a state- or federally chartered bank or a 

1 O savings and loan association, credit union, or development corporation created pursuant to Title 32, chapter 

11 4. 

12 AAill "Loan participation" means loans or portions thoFoof of loans bought from a financial 

1 3 institution and does not include the purchase of debentures issued by a capital company. 

14 µ+ifil "Locally owned enterprise" means any enterprise 51 % of whose stock, partnership interests, 

15 or other ownership interests €lfe i.§. owned and controlled by residents of Montana. 

16 f8tJ.fil "Long-term benefit to the Montana economy" means an activity that strengthens the 

17 Montana economy and that has the potential to maintain and create jobs, increase per capita income, or 

18 increase Montana tax Fevenues revenue in the future to the people of Montana, either directly or indirectly. 

19 +t»i.l.Ql "Montana economy" means any business activity in the state of Montana, including those 

20 Wf\ieH that continue existing jobs or create new jobs in Montana. 

21 µ-Oj.il.ll "Service fees" means the fees normally charged by a financial institution for servicing a 

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

23 

24 

25 

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 

26 •· report by board. ( 1) SubJect to the provisions of 17-6-201 ( 1 l, the board shall endeavor to invest up to 

27 25% of the permanent coal tax trust fund established in 17-6-203(6) in the Montana economy, with special 

28 emphasis on investments in new or expanding locally owned enterprises. Investments made pursuant to 

29 this section do not include investments made pursuant to 17-6-309(21. For purposes of calculating the 25% 

30 of the permanent coal tax trust fund, the board shall include all funds listed in 17-5-703( 11. The portion of 

,-legislative 
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the permanent coal tax trust fund contained in portfolios formerly administered by the Montana board of 

2 science and technology development and administered by the department pursuant to 17 e :308(:31 2.fill.Q 

3 of this chapter may 1.§. not oo included in the 25% of the trust fund allocated to the board for in-state 

4 investment under this section. 

5 , 21 In determining the probable income to be derived from investment of this revenue, the long-term 

6 benefit to the Montana economy must be considered. 

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

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

9 information required by 17-7-111." 

10 

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

12 '17-6-308. Authorized investments. (1) Except as provided in subsections (2) and 131 and subject 

13 to the provisions of 17-6-201, the Montana permanent coal tax trust fund must be invested as authorized 

14 by rules adopted by the board. 

15 12) The board may make loans from the permanent coal tax trust fund to the capital reserve 

16 account created pursuant to 17-5-1515 to establish balances or restore deficiencies in the account. The 

17 board may agree in connection with the issuance of bonds or notes secured by the account or fund to make 

18 the loans. Loans must be on terms and conditions determined by the board and must be repaid from 

1 9 revenue realized from the exercise of the board's powers under 1 7-5-1501 through 17-5-1518 and 

20 17-5-1521 through 17-5-1529, subject to the prior pledge of the revenue to the bonds and notes. 

21 131 The board shall allew manage the seed capital and research and development loan portfolios 

22 created 12.Y the former Montana board of science and technology development, iiroviEleEI for in 2 1 e 181 B, 

23 te adrnirister $12.e rn1llien ef the iiorrnanont ooal taM trust fund for sooEI oaiiital iirojoet leans er rnei!i!anine 

24 finanein1i leans anEI $11 .1 rnillien ef the permanent seal tm1 trust funEI fer rnsearoh and de·,elepn1ent proIeet 

25 rnatohin!~ funds fer prejeets at Mentana pul3Iie universities. This authority Elees net e,Etona eoyena June 

26 ao, 1997, fer soee eapital prejeet loans aAe be•feAs JuAe 30, 1997, fer roseareh anEI Eloveloflrnent flF0jeets. 

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

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

29 research and development loan portfolios. Until the Mentana eoard of soionoo anEI teehnelogy Ele•,eloflrnent 

30 department makes a loan pursuant to the provisions of Title 90, part 5 of this chapter~, the $2 million in 

legislatil~e 
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funds under its administration must be invested by tho board pursuant to tho provisions of 17-6-201. As 

2 sees eapital and mo22anine finanoing loans made pursuant to part 5 of thi~ subsection chapter are repaid, 

3 tho Montana board of seieneo ans teehnology development department may reinvest the principal in new 

4 loans pursuant to part 5 of this chapter. 

5 14) The board shall adopt rules to allow a nonprofit corporation to apply for economic assistance. 

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

7 corporations." 

8 

9 

10 

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

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

11 definitions apply: 

12 (1) "Soars" means tho Montana bears of soienoe ans toehnelegv so'relopmont pro·ridos for in 

13 2Hi1B1B. 

14 ~ill "Department" moans the department of commerce provided for in 2-15-1801. 

15 12) "Job investment administrative account" means tho account established in 17-6-509. 

16 13) "Job investment loan account" means tho account established in [section 7], 

17 ~Ml "Loan review committee" means the committee that is established by the department to 

18 consider economic development loan applications for funding by the federal community development block 

19 grant program and that is responsible for reviewing and recommending to the eeaf4 department tho 

20 approval or denial of job investment loans subject to this part and rules implementing this part. 

21 f4+ill "Qualified business" means a business enterprise that either is or will be located in the state 

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

23 jobs for Montana workers." 

24 

25 NEW SECTION. Section 7. Job investment loan account. There is a job investment loan account. 

26 The department shall deposit all principal payments on loans made pursuant to this part in the account and 

27 may make additional loans pursuant to this part. The department shall make loans from the funds allocated 

28 to the department under 17-6-308. 

29 

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

:Legislmive 
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"17-6-509. Job investment administrative account. There is a job investment administrative 

2 account in the state special revenue fund. The department shall deposit up to 20% of interest payments 

3 on job investment loans into the account. Money in the account must be used to pay the costs of 

4 administ,3ring this part, including personnel costs, operating costs, and adm1nistrat1ve costs. Interest 

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

6 established in 17-5-703." 

7 

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

9 "17-6-510. Loan review committee -- conflict of interest -- servicing of loans. ( 1 l The department 

1 O shall establish a loan review committee to administer this part. The committee shall accept and review loan 

11 applications pursuant to rules adopted by the department. The committee shall recommend to the BBaffi 

12 department the approval or disapproval of loans. A loan may not exceed $500,000. 

1 3 ( 21 If a member of the committee has a financial interest in a business that submits a job 

14 investment loan application, then the application must be denied. 

15 ( 31 The department SRal-1 may contract for the servicing of loans, 

16 J:4-l The department is the successor in interest to all agreements, contracts, loans, notes, or other 

17 instruments entered into under this part." 

18 

19 

20 

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

"17-7-502. Statutory appropriations -- definition -- requisites for validity. ( 1) A statutory 

21 appropriation is an appropriation made by permanent law that authorizes spending by a state agency 

22 without the need for a biennial legislative appropriation or budget amendment. 

23 (:21 Except as provided in subsection (4), to be effective, a statutory appropriation must comply 

24 with bott1 of the following provisions: 

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

26 lb) The law or portion of the law making a statutory appropriation must specifically state that a 

27 statutory appropriation is made as provided in this section. 

28 (31 The following laws are the only laws containing statutory appropriations: 2-9-202; 2-17-105; 

29 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; 

30 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; 

legisl~tiv.~ 
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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; 

2 18-11-112; 19-2-502; 19-6-709; 19-9-1007; 19-17-301; 19-18512; 19-18-513; 19-18-606; 19-19-205; 

3 19-19-305; 19-19-506; 20-8-107; 20-8-111; 20-9-361; 20-26-1503; 23-5-136; 23-5-306; 23-5409; 

4 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; 

5 39-71-907; 39-71-2 321; 39-71-2504; 44-1 2-206; 44-13-1 02; 50-4-623; 50-5-2 32; 50-40-206; 53-6-1 50; 

6 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; 

7 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 a 301; 

8 90-4-215; 90-6-331; 90-7-220; 90-7-221; and 90-9-306. 

9 14) There is a statutory appropriation to pay the principal, interest, premiums, and costs of issuing, 

1 O paying, and securing all bonds, notes, or other obligations, as due, that have been authorized and issued 

11 pursuant to the laws of Montana. Agencies that have entered into agreements authorized by the laws of 

1 2 Montana to pay the state treasurer, for deposit in accordance with 17-2-101 through 1 7-2-107, as 

13 determined by the state treasurer, an amount sufficient to pay the principal and interest as due on the 

14 bonds or notes have statutory appropriation authority for the payments. (In subsection 13): pursuant to sec. 

15 7, Ch. 567, L. 1991, the inclusion of 19-6-709 terminates upon death of last recipient eligible for 

16 supplemental benefit; and pursuant to sec. 7(2), Ch. 29, L. 1995, the inclusion of 15-30-195 terminates 

17 July 1, 2001.)" 

18 

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

20 "90-8-201. Certification of Montana capital companies -- certification of a Montana small business 

21 investment capital company. ( 1) The department shall certify one Montana small business investment 

22 capital company, and from time to time, the department shall certify Montana capital companies. A 

23 company seeking to be certified as a Montana capital company or as the Montana small business 

24 investment capital company shall make written application to the department on forms provided by the 

25 department. The application must contain the information required by 90-8-204 and other information that 

26 the department requires. The application and certificate must specify the level of capitalization that the 

27 company expects to qualify for the tax credits provided for in 90-8-202. 

28 (2) The application must show that the applicant's purpose is to increase the general economic 

29 welfare of the state of Montana by: 

30 (a) making investment capital available to businesses in Montana; and 
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lb) allowing for investment of up to 25% of its capital base in businesses outside Montana ,f there 

2 is a substantial likelihood that~ the investment will produce a qualified investment in Montana. 

3 131 Certifiable applicants include but are not limited to local and community development 

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

5 (4) Certification is a prerequisite to and must be completed before seeking designation as a qualified 

6 capital company or as the qualified Montana small business investment capital company. 

7 (5) To be eligible for certification under this section as the Montana small business investment 

8 capital company, the applicant shall commit to: 

9 (al ~ using the tax credits to accumulate private capitalT with the intention of being designated 

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

11 Title Ill of the Small Business Investment Act of 1958, as amended, and as implemented under 13 CFR 107; 

12 lb) ~ targeting its investments as a small business investment capital company toward 

13 commercialization projects emerging from centers of excellence and entrepreneurship, federal laboratories, 

14 the fede,·al small business innovative research program, the federal cooperative research and development 

15 agreement program, Montana university system research and development, tAe MeRtaRa l=JearEl et seieAee 

16 aAEl teehRole€)y EleYelopFAeAt !seoeAEl sta€)e), small business incubators, community development block 

1 7 grant programs, and projects emerging from economic development programs of Montana certified 

18 communities. with the objective of providing significant investment opportunities in an area where economic 

19 development capital is limited; 

20 {cl eeAsieler considering investment opportunities originating in any Montana county; and 

21 {di ~ adopting investment guidelines that ensure that not less than 10% of its available capital 

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

23 

24 NEW SECTION. Section 12. Appropriation -- loan repayment. There is appropriated to the office 

25 of the commissioner of higher education from the coal severance tax permanent trust fund up to 

26 $9,350,000 for the purpose of repaying the research and development loan made by the Montana board 

27 of science and technology development to the university system. The appropriation must be used to repay 

28 the loan principal to the board of investments as the successor in interest to the Montana board of science 

29 and technology development. The repayment must be deposited in the coal severance tax permanent fund. 

30 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, 

2 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, 

3 90-3-504, 90-3-505, 90 3-506, 90-3-519. 90-3 [120, J0-3-5 21, 90-3-522, 90-3-523, 90-3-524, 90 3 525, 

4 and 90-3-901, MCA, are repealed. 

5 

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

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

8 act I. 

9 

1 O NEW SECTION. Section 15. Codification instruction. [Section 71 is intended to be codified as an 

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

1 2 [section 7]. 

13 

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

15 appropriates money from the coal severance tax trust fund, Article IX, section 5, of the Montana 

16 constitution requires a vote of three-fourths of the members ot each house of the legislature for passage 

17 of [section 12]. If a vote of three--fourths of the members of each house is not received, then [section 121 

18 is void. 

19 

20 

21 

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

-END-
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/ ~Sc BILLNo.S7f 

2 

3 

INTRODUCED BY {" ,· · -+-=---------------------------

4 A BILL FOR AN ACT ENTITLED: "AN ACT ELIMINATING THE MONTANA BOARD OF SCIENCE At\JD 

5 TECHNOLOGY DEVELOPMENT: TRANSFERRING THE PORTFOLIOS OF THE MONTANA BOARD OF 

6 SCIENCE AND TECHNOLOGY DEVELOPMENT TO THE BOARD OF INVESTMENTS; REVISING THc .,OB 

7 INVESTMENT LOAN LAWS; APPROPRIATING COAL SEVERANCE TAX PERMANENT FUNDS TO T'iE 

8 OFFICE OF THE COMMISSIONER OF HIGHER EDUCATION TO REPAY THE RESEARCH Ai,D 

9 DEVELOPMENT LOAN; PROVIDING FOR THE DEPOSIT OF THE LOAN 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, 17-6-510, 17-7-502, AND 

11 90-8-201, MCA; REPEALING SECTIONS 2-15-181 B, 90-3-101, 90-3-102, 90-3-201, 90-3-202, 90-3-203, 

12 90-3-204, 90-3-301, 90-3-303, 90-3-304, 90-3-305, 90-3-501, 90-3-502, 90-3-503, 90-3-504, 90-3-505, 

13 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, 

14 MCA; AND PROVIDING AN EFFECTIVE DATE." 

15 

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

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

/./~S?i 
- 1 - THIRD READING 
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HOUSE BILL NO. 578 

INTRODUCED BY LAWSON 

HB0578.02 

APPROVED BY COM ON 
FINANCE & CLAIMS 

4 A BILL FOR AN ACT ENTITLED: "AN ACT ELIMINATING THE MONTANA BOARD OF SCIENCE AND 

5 TECHNOLOGY DEVELOPMENT IN 1999; TRANSFERRING THE PORTFOLIOS OF THE MONTANA BOARD 

6 OF SCIENCE AND TECHNOLOGY DEVELOPMENT TO THE BOARD OF INVESTMENTS; REVISING THE JOB 

7 INVESTMENT LOAN LAWS; APPROPRIATl~JG COAL aE1/ER/IMCE TAX PERMANENT FUNDS TO Tl-lE 

8 OFFICE OF nH: COMP4IaalOMER OF HIGHER EDUCATIO~j TO REPAY TNE RESE/1 RCN /I.MD 

9 DEVELOP~1!0NT LO/\N; PROVIDl~JG FORTI-IE QIOPOSIT OF TNE LOAM REPAYME~ff; AMENDING SECTIONS 

10 2-18-103, 17-6-201, 17-6-302, 17-6-305, 17-6-308, 17-6-503, 17-6-509, 17-6-510, 17-7-502, AND 

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

12 90-3-204, 90-3-301, 90-3-303, 90-3-304, 90-3-305, 90-3-501, 90-3-502, 90-3-503, 90-3-504, 90-3 505, 

13 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, 

14 MCA; AND PROVIDING AN EFFECTIVE .QAT-e DATES." 

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 (a) elected officials; 

22 lb) 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 with individual contracts under the authority 

30 of the board of regents of higher education; 
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2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

Ii) 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; 

Ii) 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 tHH!e five professional 

staff positions of the board of investments; 

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

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

{RI- 0*0s~tiva sirester ans sonier in•,estmont effieor ef the MenMna lrnars ef ssi0ns0 ans 

teshnele!J',' sa¥ol013mont; 

¼H!!l executive director and employees of the state compensation insurance fund; 

WiQl state racing stewards employed by the executive secretary of the Montana board of 

horseracing; 

WM executive director of the Montana wheat and barley committee; 

+r-Hn.J. commissioner of banking and financial institutions; and 

MW. 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 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 

(cl as used in 2-18-204, the term "budget director" applies to the "approving authority" as defined 

in 17-7-102." 

28 Section 2. Section 17-6-201, MCA, is amended to read: 

29 "17-6-201. Unified investment program -- general provisions. I 1) The unified investment program 

30 directed 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 

2 any investment manager to: 

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

4 prevailing, that a prudent person acting in a like capacity with the same resources and familiar with like 

5 matters exercises in the conduct of an enterprise of a like character with like aims; 

6 (b) diversify the holdings of each fund within the unified investment program to minimize the risk 

7 of loss and to maximize the rate of return unless, under the circumstances, it is clearly prudent not to do 

8 so; and 

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

10 investment program. 

11 (2) (a) Retirement funds may be invested in common stocks of any corporation, except that an 

12 investment may not be made at any time that would cause the book value of the investments in any 

13 retirement fund to exceed 50% of the book value of the fund or would cause the stock of one corporation 

14 to exceed 2% of the book value of the retirement fund. 

15 (b) Other public funds may not be invested in private corporate capital stock. "Private corporate 

16 capital stock" means only the common stock of a corporation. 

17 (3) (a) This section does not prevent investment in any business activity in Montana, including 

18 activities that continue existing jobs or create new jobs in Montana. 

19 (b) The board is urged under the prudent expert principle to invest up to 3 % of retirement funds 

20 in venture capital companies. Whenever possible, preference should be given to investments in those 

21 venture capital companies that demonstrate an interest in making investments in Montana. 

22 (c) In discharging its duties, the board shall consider the preservation of purchasing power of 

23 capital during periods of high monetary inflation. 

24 (d) The board may not make a direct loan to an individual borrower. The purchase of a loan or a 

25 portion of a loan originated by a financial institution is not considered a direct loan. 

26 (4) The board has the primary authority to invest state funds. Another agency may not invest state 

27 funds unless otherwise provided by law. The board shall direct the investment of state funds in accordance 

28 with the laws and constitution of this state. The board has the power to veto any investments made under 

29 its general supervision. 

30 (5) The board shall: 
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1 (al assist agencies with public money to determine if, when, and how much surplus cash is 

2 available for investment; 

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

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

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

6 lei keep an account of the total of each investment fund and of all the investments belonging to 

7 the fund and a record of the participation of each treasury fund account in each investment fund. 

8 16) The board may: 

9 la) execute deeds of conveyance transferring all real property obtained through foreclosure of any 

10 investments purchased under the provisions of 17-6-211 when full payment has been received for the 

11 property; 

12 lb) direct the withdrawal of any funds deposited by or for the state treasurer pursuant to 17-6-101 

13 and 1 7-6-1 05; 

14 le) direct the sale of any securities in the program at their full and true value when found necessary 

15 to raise money for payments due from the treasury funds for which the securities have been purchased; 

16 (d) expend funds needed to cover costs of necessary repairs to property owned by the board as 

17 an investment. The expenditures may be made directly by the board and are statutorily appropriated, as 

18 provided in 17-7-502. Repairs that cost in excess of $2,500 must be bid, and the bid must be awarded in 

19 compliance with existing state law and regulations. Emergency repairs may be made by the board without 

20 bid if approved by the state architect, 

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

22 income from each fund. 

23 {B) i\t the tisginning of eaoh fisoal year, the tioard shall, freR'I the appropriate funEl, reiR'ltiurse the 

24 departR'lent of ooFAFAerse for tho oosts ef aElFAinistsring prograFAs estatilished under Title QO, sha13ter 3, that 

25 aro not ooverod tiy paytiask funss a¥ailatile froFA the assount estatilishod in QO 3 301i," 

26 

Section 3, Section 17-6-302, MCA, is amended to read: 27 

28 "17-6-302, Definitions, As used in this part, unless the context requires otherwise, the following 

29 definitions apply: 

30 11 ) "Board" means the board of investments created in 2-1 5-1 808. 
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1 (2) "Capital company" means a Montana capital company created pursuant to Title 90, chapter 8. 

2 (31 "Clean and healthful environment" means an environment that is relatively free from pollution 

3 that threatens human health, including as a minimum, compliance with federal and state environmental and 

4 health standards. 

5 14) "Department" means the department of commerce provided for in 2-15-1801. 

6 Wihl "Employee-owned enterprise" means any enterprise at least 51 % of whose stock, 

7 partnership interests, or other ownership interests is owned and controlled by residents of Montana each 

8 of whose principal occupation is as an employee, officer, or partner of the enterprise. 

9 ~Hfil "Financial institution" includes but is not limited to a state- or federally chartered bank or a 

1 O savings and loan association, credit union, or development corporation created pursuant to Title 32, chapter 

11 4. 

12 Wtill "Loan participation" means loans or portions thereef of loans bought from a financial 

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

14 +++i.fil "Locally owned enterprise" means any enterprise 51 % of whose stock, partnership interests, 

15 or other ownership interests afe 1.§. owned and controlled by residents of Montana. 

16 t8l-J.fil "Long-term benefit to the Montana economy" means an activity that strengthens the 

17 Montana economy and that has the potential to maintain and create jobs, increase per capita income, or 

18 increase Montana tax reYeAues revenue in the future to the people of Montana, either directly or indirectly. 

19 AAil.ill. "Montana economy" means any business activity in the state of Montana, including those 

20 wflisl:l that continue existing jobs or create new jobs in Montana. 

21 t+Gtlill. "Service fees" means the fees normally charged by a financial institution for servicing a 

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

23 

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

25 "17-6-305. Investment of up to twenty-five percent of coal tax trust fund in Montana economy 

26 -- report by board. (11 Subject to the provisions of 17-6-201 (1), the board shall endeavor to invest up to 

27 25% of the permanent coal tax trust fund established in 17-6-203(6) in the Montana economy, with special 

28 emphasis on investments in new or expanding locally owned enterprises. Investments made pursuant to 

29 this section do not include investments made pursuant to 17-6-309(2). For purposes of calculating the 25 % 

30 of the permanent coal tax trust fund, the board shall include all funds listed in 17-5-703( 1 l. The portion of 
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the permanent coal tax trust fund contained in portfolios formerly administered by the Montana board of 

2 science and technology development and administered by the department pursuant to 17 6 :rn81d) part 5 

3 of this chapter may 1§. not be included in the 25 % of the trust fund allocated to the board for in-state 

4 investment under this section. 

5 (2) In determining the probable income to be derived from investment of this revenue, the long-term 

6 benefit to the Montana economy must be considered. 

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

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

9 information required by 17-7-111." 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

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

''1'7-6-308. 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 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 t_o 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 shall all&W manage the seed capital and research and development loan portfolios 

created by the former Montana board of science and technology development, J3ro 11isos fer in 2 16 1818, 

to adFninistar $12.6 Fnillion af the 13arFnanant seal ta>< trust fund far saad sa13ital J3rajast leans or Fnazzanina 

finansing loans and $11 .1 Fnillien ef tl=la J3arrnanant seal ta>< trust fund fer rasaarsl=l and de1,elopFnant 13rojest 

Fnatshing f1dnds fer prajests at Mantana 13ublis uniYersities. This autl=lerity does net B><tend be•;end June 

60, 1 QQ7, for seed sa13ital J3rejest loans and bevend June d0, 1 QQ7, far researsh and development 13rejests. 

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 portfolios. Until the Mentana beard of ssienso and teshnologv developFnent 

department makes a loan pursuant to the provisions of Title QO, part 5 of this chapter~. 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 

2 sssd Gapital and mezzanine finanGin!l loans made pursuant to part 5 of this susseGtion chapter are repaid, 

3 the Montana eoard of science and tecl:lnole!jy de~'elof)ment department may reinvest the principal in new 

4 loans pursuant to part 5 of this chapter. 

5 14) The board shall adopt rules to allow a nonprofit corporation to apply for economic assistance. 

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

7 corporations." 

8 

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

10 "17-6-308. Authorized investments. 11) Except as provided in subsections 12) and (3) and subject 

11 to the provisions of 17-6-201, the Montana permanent coal tax trust fund must be invested as authorized 

12 by rules adopted by the board. 

13 (2) The board may make loans from the permanent coal tax trust fund to the capital reserve 

14 account created pursuant to 17-5-1515 to establish balances or restore deficiencies in the account. The 

15 board may agree in connection with the issuance of bonds or notes secured by the account or fund to make 

16 the loans. Loans must be on terms and conditions determined by the board and must be repaid from 

17 revenue realized from the exercise of the board's powers under 17-5-1501 through 17-5-1518 and 

18 17-5-1521 through 17-5-1529, subject to the prior pledge of the revenue to the bonds and notes. 

19 (3) The board shall allow the Montana board of science and technology development, provided for 

20 in 2-15-1818, to administer $12. 5 million of the permanent coal tax trust fund for seed capital project loans 

21 or mezzanine financing loans and $11. 1 million of the permanent coal tax trust fund for research and 

22 development project matching funds tor projects at Montana public universities. This authority does not 

23 extend beyond June 30, ~ 1999, for seed capital project loans and beyond June 30, ~ 1999, for 

24 research and development projects. Until the Montana board of science and technology development makes 

25 a loan pursuant to the provisions of Title 90, chapter 3, the funds under its administration must be invested 

26 by the board pursuant to the provisions of 17-6-201. As seed capital and mezzanine financing loans made 

27 pursuant to this subsection are repaid, the Montana board of science and technology development may 

28 reinvest the principal in new loans. 

29 (4) The board shall adopt rules to allow a nonprofit corporation to apply for economic assistance. 

30 The rules must recognize that different criteria may be needed for nonprofit corporations than for for-profit 
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2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

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: 

t--1+ "EioarEl" RlOaRs the MeRtaRa boars of soienoe aREl teohnology ElovoloflRlORt flFO"iEleEl for iR 

2Hi1818. 

t2+W "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 ::J. 8]. 

~ill "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 b9af4 department the 

approval or denial of job investment loans subject to this part and rules implementing this part. 

{4-t_(fil "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." 

19 NEW SECTION. Section 8. Job investment loan account. There is a job investment loan account. 

20 The department shall deposit all principal payments on loans made pursuant to this part in the account and 

21 may make additional loans pursuant to this part. The department shall make loans from the funds allocated 

22 to the department under 17-6-308. 

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

23 

24 

25 "17-6-509. Job investment administrative account. There is a job investment administrative 

26 account in the state special revenue fund. The department shall deposit up to 20% of interest payments 

27 on job investment loans into the account. Money in the account must be used to pay the costs of 

28 administering this part, including personnel costs, operating costs, and administrative costs. Interest 

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

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

2 "17-6-510. Loan review committee -- conflict of interest -- servicing of loans. ( 1) The department 

3 shall establish a loan review committee to administer this part. The committee shall accept and review loan 

4 applications pursuant to rules adopted by the department. The committee shall recommend to the ooaw 

5 department the approval or disapproval of loans. A loan may not exceed $500,000. 

6 (2) If a member of the committee has a financial interest in a business that submits a job 

7 investment loan application, then the application must be denied. 

8 13) The department s4aJ.I may contract for the servicing of loans. 

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

10 instruments entered into under this part." 

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

11 

12 

13 "17-7-502. Statutory appropriations -- definition -- requisites for validity. 11) A statutory 

14 appropriation is an appropriation made by permanent law that authorizes spending by a state agency 

15 without the need for a biennial legislative appropriation or budget amendment. 

16 12) Except as provided in subsection (4), to be effective, a statutory appropriation must comply 

17 with both of the following provisions: 

18 (a) The law containing the statutory authority must be listed in subsection 13). 

19 (b) The law or portion of the law making a statutory appropriation must specifically state that a 

20 statutory appropriation is made as provided in this section. 

21 (3) The following laws are the only laws containing statutory appropriations: 2-9-202; 2-17-105; 

22 2-18-812; 3-5-901; 5-13-403; 10-3-203; 10-3-31 0; 10-3-312; 10-3-314; 10-4-301; 15-1-111; 1 5-23-706; 

23 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; 

24 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; 

25 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; 

26 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; 

27 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; 

28 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; 

29 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-~23; 

30 80-2-103; 80-2-222; 80-4-416; 81-5-111; 82-11-136; 82-11-161; 85-1-220; 85-20-402; Q0 J 301; 
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1 90-4-215; 90-6-331; 90-7-220; 90-7-221; and 90-9-306. 

2 (4) There is a statutory appropriation to pay the principal, interest, premiums, and costs of issuing, 

3 paying, and securing all bonds, notes, or other obligations, as due, that have been authorized and issued 

4 pursuant to the laws of Montana. Agencies that have entered into agreements authorized by the laws of 

5 Montana to pay the state treasurer, for deposit in accordance with 17-2-101 through 17-2-107, as 

6 determined by the state treasurer, an amount sufficient to pay the principal and interest as due on the 

7 bonds or notes have statutory appropriation authority for the payments. (In subsection (3): pursuant to sec. 

8 7, Ch. 567, L. 1991, the inclusion of 19-6-709 terminates upon death of last recipient eligible for 

9 supplemental benefit; and pursuant to sec. 7(2), Ch. 29, L. 1995, the inclusion of 15-30-195 terminates 

10 July 1, 2001.)" 

11 

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

1 3 "90-8-201 . Certification of Montana capital companies -- certification of a Montana small business 

14 investment capital company. (1 l The department shall certify one Montana small business investment 

15 capital company, and from time to timeL the department shall certify Montana capital companies. A 

16 company seeking to be certified as a Montana capital company or as the Montana small business 

17 investment capital company shall make written application to the department on forms provided by the 

18 department. The application must contain the information required by 90-8-204 and other information that 

19 the department requires. The application and certificate must specify the level of capitalization that the 

20 · company expects to qualify for the tax credits provided for in 90-8-202. 

21 (2) The application must show that the applicant's purpose is to increase the general economic 

22 welfare of the state of Montana by: 

23 (al making investment capital available to businesses in Montana; and 

24 (bl allowing for investment of up to 25% of its capital base in businesses outside Montana if there 

25 is a substantial likelihood that~ the investment will produce a qualified investment in Montana. 

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

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

28 (4) Certification is a prerequisite to and must be completed before seeking designation as a qualified 

29 capital company or as the qualified Montana small business investment capital company. 

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

2 (a) ~ using the tax credits to accumulate private capital with the intention of being designated 

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

4 Title Ill of the Small Business Investment Act of 1958, as amended, and as implemented under 13 CFR 107; 

5 lb) ~ targeting its investments as a small business investment capital company toward 

6 commercialization projects emerging from centers of excellence and entrepreneurship, federal laboratories. 

7 the federal small business innovative research program, the federal cooperative research and development 

8 agreement program, Montana university system research and development, the Mantano bearel ef soienca 

9 anel teehnalagy da,10le13n,0nt lseoenel stage), small business incubators, community development block 

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

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

1 2 development capital is limited; 

13 (c) eensielar considering investment opportunities originating in any Montana county; and 

14 (d) a69fH 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 ~ll!W Sl!CTIG~L Seetien 12, .O.ppFepFiatien lean Fepa•,'ment. There is a1313r0priat0d ta the offiea 

18 sf the een,n,issiener ef higher ed1,1eatien fron, the eeal se•reranee ta1( 13ern,anent trnst f1,1nel UFJ ta 

19 $Q,3ii0,000 fer the p1,1r!)ase ef re13a 1fing the researeh and devele13n,ent lean n,aae by the Mentana boars 

20 af soienoe and teehnology de¥0lopn,ent ta the 1,1ni,1ersity systen,. Tl=ie ap13ropriation n,ust be used to re13ay 

21 the lean 13rinoi13al to the board of investn,ents as the suosessor in interest to the Montana beard ef soionoe 

22 and teshnelogy do•~elopn,ent. The re13a 1fA10nt n,ust be deposited in the eeal se•,eranee tax permanent funs. 

23 Tha prineipal n,1c1st be re13aiel ,..,,ithin 30 days after [the effestive Elate af this aet]. 

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, 90-3-506, 90-3-519, 90-3-520, 90-3-521, 90-3-522, 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 act] does not affect rights and duties that 
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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. Codification instruction. [Section+§] is intended to be codified as 

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

6 [section+ m. 
7 

8 

9 

10 

11 

12 

13 

~liW aeCTION. SeetioR 1 Ii, T!=,Foo fo1uths •;ate Foq11iFed. Beemise {soetioR 121 statutorily 

af)fJFBf)riates moRB'f from tha eoal sevaraRsa tax tr1aJst f1aJREI, Artislo IX, sostioR e, of tho MoRtaRa 

GORStitlaJtion FeEflaJiFBS a vote of three felaJFths of the FRBFRBBFS of sash hOiaJ68 of the le€jislatlaJFB for fl86Sage 

of {sestioR 12]. If a vets of throe femths et the momeers of eaeh ho1aJse is not reeei•,eEI, then {sestion 121 

is ><oiEI. 

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

15 J1L. [+fli& THIS act] is effective July 1, +99-7 1999. 

16 (2) [SECTION 6] IS EFFECTIVE ON PASSAGE AND APPROVAL. 

17 -END-
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HOUSE BILL NO. 578 

INTRODUCED BY LAWSON 

4 A BILL FOR AN ACT ENTITLED: "AN ACT ELIMINATING THE MONTANA BOARD OF SCIENCE AND 

5 TECHNOLOGY DEVELOPMENT IN 1999; TRANSFERRING THE PORTFOLIOS OF THE MONTANA BOARD 

6 OF SCIENCE AND TECHNOLOGY DEVELOPMENT TO THE BOARD OF INVESTMENTS; REVISING THE JOB 

7 INVESTMENT LOAN LAWS; APPROPRIATl~IG GOAb Se1/i!R0,~1Ge TI\X Pl!RMANl!~JT i;:uNDS TO HIE 

8 oi;i;:Ice gr; THI! GOMMISSIONl!R m: HIGHER EDUGO,TION TO R!!PAY n1E RESEARCH AND 

9 DEVl!bOPMe~IT bO 6 ~I; PRO)IIDl~IG FOR THE DEPOSIT m= THE bOA~I Rl!PAYME~JT; AMENDING SECTIONS 

10 2-18-103, 17-6-201, 17-6-302, 17-6-305, 17-6-308, 17-6-503, 17-6-509, 17-6-510, 17-7-502, AND 

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

12 90-3-204, 90-3-301, 90-3-303, 90-3-304, 90-3-305, 90-3-501, 90-3-502, 90-3-503, 90-3-504, 90-3-505, 

13 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, 

14 MCA; AND PROVIDING AA EFFECTIVE GA+e DA TES." 

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 (al elected officials; 

22 (bl county assessors and their chief deputy; 

23 le) employees of the office of consumer counsel; 

24 Id) judges and employees of the judicial branch; 

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

26 state officials; 

27 (fl officers or members of the militia; 

28 (g) agency heads appointed by the governor; 

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

30 of the board of regents of higher education; 
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(ii academic and professional administrative personnel and live-in houseparents who have entered 

2 into individual contracts with the state school for the deaf and blind under the authority of the state board 

3 of public education; 

4 (J, teachers under the authority of the department of corrections or the department of public health 

5 and human services; 

6 {k) investment officer, assistant investment officer, executive director, and Wee five professional 

7 staff positions of the board of investments; 

8 Ill four professional staff positions under the board of oil and gas conservation; 

9 Im) assistant director for security of the Montana state lottery; 

1 O (r) oi1001e1fr·e Elireoter an El ssnier in¥sstFAent sHioer of tRe Mentana 13earEI ef ssienoo ans 

11 tooRnele§y Ele¥ole13mont; 

12 te+J.nl executive director and employees of the state compensation insurance fund; 

13 41HQJ. state racing stewards employed by the executive secretary of the Montana board of 

14 horseracing; 

1 5 -k,j+J.Ql executive director of the Montana wheat and barley committee; 

16 .ff+J.gj_ commissioner of banking and financial institutions; and 

17 f6+1rl. training coordinator for county attorneys. 

18 12) Employees of an entity of the legislative branch, other than the office of consumer counsel, are 

19 exempt from the application of 2-18-1011 through 2-18-1013. With respect to entities of the legislative 

20 branch, 01her than the office of consumer counsel: 

21 {al as used in parts 1 through 3 of this chapter, references to the "department of administration" 

22 or" department" apply to the legislative council established by 5-11-101, which may delegate administrative 

23 duties to the legislative services division established by 5-11-111; 

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

25 (cl as used in 2-18-204, the term "budget director" applies to the "approving authority" as defined 

26 in 17-7-102." 

27 

28 Section 2. Section 17-6-201, MCA, is amended to read: 

29 "17-6-201. Unified investment program -- general provisions. { 1) The unified investment program 

30 directed 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 

2 any investment manager to: 

3 (al discharge the duties with the care, skill, prudence, and diligence, under the circumstances then 

4 prevailing, that a prudent person acting in a like capacity with the same resources and familiar with like 

5 matters exercises in the conduct of an enterprise of a like character with like aims; 

6 lb) diversify the holdings of each fund within the unified investment program to minimize the risk 

7 of loss and to maximize the rate of return unless, under the circumstances, it is clearly prudent not to do 

8 so; and 

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

10 investment program. 

11 12) (a) Retirement funds may be invested in common stocks of any corporation, except that an 

12 investment may not be made at any time that would cause the book value of the investments in any 

13 retirement fund to exceed 50% of the book value of the fund or would cause the stock of one corporation 

14 to exceed 2% of the book value of the retirement fund. 

15 (bl Other public funds may not be invested in private corporate capital stock. "Private corporate 

16 capital stock" means only the common stock of a corporation. 

17 (3) (a) This section does not prevent investment in any business activity in Montana, including 

18 activities that continue existing jobs or create new jobs in Montana. 

19 (bl The board is urged under the prudent expert principle to invest up to 3 % of retirement funds 

20 in venture capital companies. Whenever possible, preference should be given to investments in those 

21 venture capital companies that demonstrate an interest in making investments in Montana. 

22 le) In discharging its duties, the board shall consider the preservation of purchasing power of 

23 capital during periods of high monetary inflation. 

24 (d) The board may not make a direct loan to an individual borrower. The purchase of a loan or a 

25 portion of a loan originated by a financial institution is not considered a direct loan. 

26 (4) The board has the primary authority to invest state funds. Another agency may not invest state 

27 funds unless otherwise provided by law. The board shall direct the investment of state funds in accordance 

28 with the laws and constitution of this state. The board has the power to veto any investments made under 

29 its general supervision. 

30 (5) The board shall: 
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la) assist agencies with public money to determine if, when, and how much surplus cash is 

2 available 'or investment; 

3 lb) determine the amount of surplus treasury cash to be invested; 

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

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

6 (el keep an account of the total of each investment fund and of all the investments belonging to 

7 the fund and a record of the participation of each treasury fund account in each investment fund. 

8 16) The board may: 

9 la:, execute deeds of conveyance transferring all real property obtained through foreclosure of any 

1 O investments purchased under the provisions of 17-6-211 when full payment has been received for the 

11 property; 

1 2 (bl direct the withdrawal of any funds deposited by or for the state treasurer pursuant to 17-6-101 

13 and 17-6-105; 

14 le) direct the sale of any securities in the program at their full and true value when found necessary 

15 to raise money for payments due from the treasury funds for which the securities have been purchased; 

16 (di expend funds needed to cover costs of necessary repairs to property owned by the board as 

17 an investment. The expenditures may be made directly by the board and are statutorily appropriated, as 

1 B provided in 17-7-502. Repairs that cost in excess of $2,5.00 must be bid, and the bid must be awarded in 

19 compliance with existing state law and regulations. Emergency repairs may be made by the board without 

20 bid if appr<Jved by the state architect. 

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

22 income from each fund. 

23 !~I 0.£ the Be!jinnin9 ef eash fissal year, the Beare shall, freFR the aJlJlr8Jlriate ~YAEi, reimtl1Jrs0 the 

24 EiBJlartFRent et soFRmerse for ti:le sests ef aemiAisteriA!I !lregraR'ls estaBlisheEI IJAEler Title QQ, eha!lH!F 3, that 

25 are net se•~orea By payeask f1JAEl6 availaele freFR the asse1JAt eslaelisheEI iA QQ 3 306," 

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

26 

27 

28 "17-6-302. Definitions. As used in this part, unless the context requires otherwise, the following 

29 definitions apply: 

30 I 1 I "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. 

2 (31 "Clean and healthful environment" means an environment that is relatively free from pollution 

3 that threatens human health, including as a minimum, compliance with federal and state environmental and 

4 health standards. 

5 14) "Department" means the department of commerce provided for in 2-15-1801. 

6 +4+ifil "Employee-owned enterprise" means any enterprise at least 51 % of whose stock, 

7 partnership interests, or other ownership interests is owned and controlled by residents of Montana each 

8 of whose principal occupation is as an employee, officer, or partner of the enterprise. 

9 ~Hfil "Financial institution" includes but is not limited to a state- or federally chartered bank or a 

1 0 savings and loan association, credit union, or development corporation created pursuant to Title 32, chapter 

11 4. 

12 ~ill "Loan participation" means loans or portions tl:lereaf of loans bought from a financial 

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

14 t7Hfil "Locally owned enterprise" means any enterprise 51 % of whose stock, partnership interests, 

15 or other ownership interests 8f8 !§. owned and controlled by residents of Montana. 

16 +i+ifil "Long-term benefit to the Montana economy" means an activity that strengthens the 

17 Montana economy and that has the potential to maintain and create jobs, increase per capita income, or 

18 increase Montana tax re,,eAldes revenue in the future to the people of Montana, either directly or indirectly. 

19 ~ilQl "Montana economy" means any business activity in the state of Montana, including those 

20 WffiGR that continue existing jobs or create new jobs in Montana. 

21 {-+G}U1l "Service fees" means the fees normally charged by a financial institution for servicing a 

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

23 

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

25 "17-6-305. Investment of up to twenty-five percent of coal tax trust fund in Montana economy 

26 •· report by board. (1) Subject to the provisions of 17-6-201(1), the board shall endeavor to invest up to 

27 25% of the permanent coal tax trust fund established in 17-6-203(6) in the Montana economy, with special 

28 emphasis on investments in new or expanding locally owned enterprises. Investments made pursuant to 

29 this section do not include investments made pursuant to 17-6-309(2). For purposes of calculating the 25% 

30 of the permanent coal tax trust fund, the board shall include all funds listed in 17-5-703(1 ). The portion ot 
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2 

3 

4 

5 

6 

7 

8 

9 

10 

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 17 e 3Q8(3I Qfil1.§ 

of this chapter may ~ not I.a included in the 25 % of the trust fund allocated to the board for in-state 

investment under this section. 

I~') 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." 

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

12 "17-6-308. Authorized investments. 11) Except as provided in subsections (2) and 13) and subject 

13 to the provisions of 17-6-201, the Montana permanent coal tax trust fund must be invested as authorized 

14 by rules adopted by the board. 

15 12) The board may make loans from the permanent coal tax trust fund to the capital reserve 

16 account created pursuant to 17-5-1515 to establish balances or restore deficiencies in the account. The 

17 board may agree in connection with the issuance of bonds or notes secured by the account or fund to make 

18 the loans Loans must be on terms and conditions determined by the board and must be repaid from 

19 revenue realized from the exercise of the board's powers under 17-5-1501 through 17-5-1518 and 

20 17-5-1521 through 17-5-1529, subject to the prior pledge of the revenue to the bonds and notes. 

21 131 The board shall allew manage the seed capital and research and development loan portfolios 

22 created by the former Montana board of science and technology development, pro 1,1ieee for iR 2 113 1818, 

23 to aerniRi&tor $12.e A'lillioA of tho perFRanoRt ooal tail trust fuREl far seoe oapital fi)rojoot loaRs or mozzaniAe 

24 fiRaRsiRB loaRs aR!l $11. 1 A'lillioR of tho porrnanant soal ta11 trust fumj for rosaarsh aR!l ao11olepm0Rt fi)rejost 

25 rnatoRiR§ tunas for projoots at Montana pulallio uRivorsitios. This authority aoos not 011tona eo•fona Juno 

26 30, 1 QQ7, far sooa sapital prnjost loans ans lclo','one JuRo 30, 1 QQ7, fer rosoaroh ans aovolopFRont projoots. 

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

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

29 research and development loan portfolios. Until the MontaRa soars of soionoo aRa toahnolo9 1,r eo11eloprnont 

30 department makes a loan pursuant to the provisions of Title QO, part 5 of this chapter ~, 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 

2 s00E1 sa131tal and m0aanine finansin§ loans made pursuant to part 5 of thic subsestien chapter are repaid. 

3 the Mentana eearfi of ssiense ana teshnolo!Jy a0·,olo13FR0nt department may reinvest the principal in new 

4 loans pursuant to part 5 of this chapter. 

5 14) The board shall adopt rules to allow a nonprofit corporation to apply for economic assistance. 

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

7 corporations." 

8 

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

1 O "17-6-308. Authorized investments. ( 1) Except as provided in subsections (2) and (3) and subJect 

11 to the provisions of 17-6-201, the Montana permanent coal tax trust fund must be invested as authorized 

1 2 by rules adopted by the board. 

13 (2) The board may make loans from the permanent coal tax trust fund to the capital reserve 

14 account created pursuant to 17-5-1515 to establish balances or restore deficiencies in the account. The 

15 board may agree in connection with the issuance of bonds or notes secured by the account or fund to make 

16 the loans. Loans must be on terms and conditions determined by the board and must be repaid from 

17 revenue realized from the exercise of the board's powers under 17-5-1501 through 17-5-1518 and 

18 17-5-1521 through 17-5-1529, subject to the prior pledge of the revenue to the bonds and notes. 

19 (3) The board shall allow the Montana board of science and technology development, provided for 

20 in 2-15-1818, to administer $12.5 million of the permanent coal tax trust fund for seed capital project loans 

21 or mezzanine financing loans and $11. 1 million of the permanent coal tax trust fund for research and 

22 development project matching funds for projects at Montana public universities. This authority does not 

23 extend beyond June 30, ~ 1999, for seed capital project loans and beyond June 30, ~ 1999, for 

24 research and development projects. Until the Montana board of science and technology development makes 

25 a loan pursuant to the provisions of Title 90, chapter 3, the funds under its administration must be invested 

26 by the board pursuant to the provisions of 17-6-201. As seed capital and mezzanine financing loans made 

27 pursuant to this subsection are repaid, the Montana board of science and technology development may 

28 reinvest the principal in new loans. 

29 (4) The board shall adopt rules. to allow a nonprofit corporation to apply for economic assistance. 

30 The rules must recognize that different criteria may be needed for nonprofit corporations than for for-profit 
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3 

4 

5 

6 

7 

8 

0 

10 

11 

12 

13 

14 

15 

16 

17 

18 

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: 

11, "Boanf' rnoans !ho ~1onMna soars of ssionso ans toshnology so,·slo~rnont ~ro·11dos for in 

2 Hi 1Q1Q, 

Rtill "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. 

(31 "Job investment loan account" means the account established in [section+ 8]. 

~ill "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 ~ department the 

approval or denial of job investment loans subject to this part and rules implementing this part. 

~ifil "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." 

19 NEW SECTION. Section 8. Job investment loan account. There is a job investment loan account. 

20 The department shall deposit all principal payments on loans made pursuant to this part in the account and 

21 may make additional loans pursuant to this part. The department shall make loans from the funds allocated 

22 to the department under 17-6-308. 

23 

24 

25 

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

"17-6-509. Job investment administrative account. There is a job investment administrative 

26 account in the state special revenue fund. The department shall deposit up to 20% of interest payments 

27 on job investment loans into the account. Money in the account must be used to pay the costs of 

28 administering this part, including personnel costs, operating costs, and administrative costs. Interest 

29 

30 

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: 

2 "17-6-510. Loan review committee ·· conflict of interest -- servicing of loans. ( 1) The department 

3 shall establish a loan review committee to administer this part. The committee shall accept and review loan 

4 applications pursuant to rules adopted by the department. The committee shall recommend to the waHI 

5 department the approval or disapproval of loans. A loan may not exceed $500,000. 

6 (2) If a member of the committee has a financial interest in a business that submits a /Ob 

7 investment loan application, then the application must be denied. 

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

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

1 O instruments entered into under this part." 

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

11 

12 

13 "17-7-502. Statutory appropriations -- definition -- requisites for validity. ( 1) A statutory 

14 appropriation is an appropriation made by permanent law that authorizes spending by a state agency 

1 5 without the need for a biennial legislative appropriation or budget amendment. 

16 12) Except as provided in subsection 14), to be effective, a statutory appropriation must comply 

17 with both of the following provisions: 

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

19 (bl The law or portion of the law making a statutory appropriation must specifically state that a 

20 statutory appropriation is made as provided in this section. 

21 13) The following laws are the only laws containing statutory appropriations: 2-9-202; 2-17-105; 

22 2-18-812; 3-5-901; 5-13-403; 10-3-203; 10-3-31 O; 10-3-312; 10-3-314; 10-4-301; 15-1-111; 1 5-23-706; 

23 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; 

24 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; 

25 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; 

26 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; 

27 23-5-61 O; 23-5-612; 23-5-631; 23-7-301; 23-7-402; 32-1-537; 37-43-204; 37-51-501; 39-71-503; 

2B 39-71-907; 39-71-2321; 39-71-2504; 44-1 2-206; 44-13-102; 50-4-623; 50-5-232; 50-40-206; 53-6-1 50; 

29 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; 

30 80-2-103; 80-2-222; 80-4-416; 81-5-111; 82-11-136; 82-11-161; 85-1-220; 85-20-402; QO 3 301; 

1-L,gislaJiv, 
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90-4-215; 90-6-331; 90-7-220; 90-7-221; and 90-9-306. 

2 (4) There is a statutory appropriation to pay the principal, interest, premiums, and costs of issuing, 

3 paying, and securing all bonds, notes, or other obligations, as due, that have been authorized and issued 

4 pursuant to the laws of Montana. Agencies that have entered into agreements authorized by the laws of 

5 Montana to pay the state treasurer, for deposit in accordance with 17-2-101 through 17-2-107, as 

6 determined by the state treasurer, an amount sufficient to pay the principal and interest as due on the 

7 bonds or notes have statutory appropriation authority for the payments. (In subsection (3): pursuant to sec. 

8 7, Ch. 567, L. 1991, the inclusion of 19-6-709 terminates upon death of last recipient eligible for 

g supplemental benefit; and pursuant to sec. 7(2), Ch. 29, L. 1995, the inclusion of 15-30-195 terminates 

10 Julyl,2001.)" 

11 

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

1 3 "90-8-201 . Certification of Montana capital companies -- certification of a Montana small business 

14 investment capital company. ( 1) The department shall certify one Montana small business investment 

15 capital company, and from time to time, the department shall certify Montana capital companies. A 

16 company seeking to be certified as a Montana capital company or as the Montana small business 

17 investment capital company shall make written application to the department on forms provided by the 

18 department. The application must contain the information required by 90-8-204 and other information that 

19 the department requires. The application and certificate must specify the level of capitalization that the 

20 company expects to qualify for the tax credits provided for in 90-8-202. 

21 (21 The application must show that the applicant's purpose is to increase the general economic 

2 2 welfare of the state of Montana by: 

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

24 (b) allowing for investment of up to 25 % of its capital base in businesses outside Montana if there 

25 is a substantial likelihood that~ the investment will produce a qualified investment in Montana. 

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

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

28 (41 Certification is a prerequisite to and must be completed before seeking designation as a qualified 

29 capital company or as the qualified Montana small business investment capital company. 

30 (51 To be eligible for certification under this section as the Montana small business investment 
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capital company, the applicant shall commit to: 

2 (a) ~ using the tax credits to accumulate private capital with the intention of being designated 

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

4 Title Ill of the Small Business Investment Act of 1958, as amended, and as implemented under 13 CFR 107; 

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

6 commercialization projects emerging from centers of excellence and entrepreneurship, federal laboratories, 

7 the federal small business innovative research program, the federal cooperative research and development 

8 agreement program, Montana university system research and development, tRa Mantana 13aara af soienae 

9 ana teoRnala!jy Ele¥0l0flR10nt (sasana sta!jal, small business incubators, community development block 

1 O 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) saAsiEler considering investment opportunities originating in any Montana county; and 

14 (d) ~ 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 NPN SaCTION. SeetioR 1.a. l\ppra1niatieR loaR ropaymoRt, Tl'lore is appropriatea te tRe effise 

18 of tRe sOR1R1issiener et Ri!jRBF aElusatioA freRl tRe seal s0,•0rans0 ta1< fl8FR1anent trust funa Ufl to 

19 $Q,3ii0,QQQ for tRa flUFflese of refla','iA!! tRO rasaarsR ana Elev0lopR10At lean R=1ael0 13~< the Mentana l:leara 

20 of ssiBA69 ana tesRnolog')' Ele,·eleflA'IBnt ta the UAivarsit1f 6','6t8Rl, The 8flflFOflriatiOA R1U6t 88 U68G to FBfl8l' 

21 tRO leaA flFineiflal ta tRe 13oarel of iA•;estR'lents as tRe sueeessor iA interest to tRa Montana 80ara sf soienoe 

22 anel teoRnelegy Elo¥olepR1ont Tho rapa','rnent Rlu&t 130 ele11osit0El in the seal se•,reranse ta1< fl8rR1anent hmd. 

23 TRe 11rinoiflal RlU&t 80 reflaia •«ithin 3Q ela','& after [the effeeti¥e Elate of tRis ast] 

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, 90-3-506, 90-3-519, 90-3-520, 90-3-521, 90-3-522, 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 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 

2 actJ. 

3 

4 NEW SECTION. Section 15. Codification instruction. [Section+§] is intended to be codified as 

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

6 [section + §]. 

7 

8 ~JPN S!;GTIO~J. SeGtieR Hi. Tluae teur-tl'le ·tele re11uirelil, 8esause (seetieR 1 :l] statuterily 

8 a1313re13riates A"leney freA"l ti'le seal se¥eranse tax trust funlil, 11,rtisle IX, sestion a, ef tl=ie Mentana 

1 O eenstitution requires a "ete ef tl:iree feurtl:is ef tl:ie A"10A"190FS ef eash heuse ef ti'le legislature fer J'lOSsage 

11 ef !sestien 13]. If a vete ef three feunhs et tl:ie A"lBA"lDers sf eash heuse is net r0soi 110a, tt:ien lsestion 13] 

12 is 11eia 

13 

14 NEW SECTION. Section 16. Effective 4aff DATES. ( 1) EXCEPT AS PROVIDED IN SUBSECTION 

15 .lZ1, [Tflie THIS act) is effective July 1, +99-7 1999. 

16 ill [SECTION 6) IS EFFECTIVE ON PASSAGE AND APPROVAL. 

17 -END-
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FREE CONFERENCE COMMITTEE 
on House Bill 578 

Report No. 1, April 23, 1997 

Mr. Speaker and Mr. President: 

Page 1 of 4 

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: "REPi"rYP4EUT," 
Insert: "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;" 

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 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 

ADOPT 
AC HB 578-1 

REJECT 871722CC.Hgd 
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experience to economic development in Montana. 
(4) The membership of the board must include: 

April 23, 1997 
Page 2 of 4 

(a) at least th~ee 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 a:LWoint~d after [the effective 

d9te of this section] may not be an officer or an employee of an 
entity that has received tunding from the board."" 
Renumber: subsequent sections 

6. Page 6, line 3. 
Strike: "not 11 

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 56th 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." 

. --

871722CC .Hgd 



11. Page 7, line 22. 
Fol lowing: 11 • 

11 

April 23, 1997 
Page 3 of 4 

Insert: "[The board may grant up to $2 million 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: " . 11 

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 
science and technology 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 2 7 
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 coal severance tax permanent fund 
until all loans have been repaid plus the amount of 7% 
simple 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, 1997" 

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 
Following: 11 • 11 on line 26 
Strike: remainder of line 

through 28. 

26 through II_,. II on line 28 
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17. Page 8, line 29. 
Strike: "not deposited into theaccount" 

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

19. Page 12, line 13. 

April 23, 1997 
Page 4 of 4 

Insert: "NEW SECTION. Section 15. Coordination instruction. 
(1) If House Bill No. 2 is .vetoed, then the bracketed 
language ih [sectioh_7] is void. 
(2) If the bradketed langu~ge in [~ection 7] is effe6tive, 

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 void." 
Renumber: subsequent section 

20. Page 12, line 16. 
Strike: "SECTION 6 11 

Insert: "Sections 1, 6 (5), and 7" 
Strike: 11 IS 11 

Insert : 11 are" 
Following: "APPROVAL" 
Insert: ", and [section 7] applies retroactively, within the 

meaning of 1-2-109, to investment payments received on or 
after April 1, 1997'1 

And this FREE Conference Committee teport be adopted. 

. For the House: 
F. or th··. e. Senate:. L 

.o Jl , 
~i.,/ ~v 1 
Senatot Devlin, Chair 

Rep 

Representative RaneY, ===---
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5 5th Legislature 

1 

2 

3 

HB0578.03 

HOUSE BILL NO. 578 

INTRODUCED BY LAWSON 

4 A BILL FOR AN ACT ENTITLED: "AN ACT ELIMINATING THE MONTANA BOARD OF SCIENCE AND 

5 TECHNOLOGY DEVELOPMENT IN 1999; TRANSFERRING THE P_QRTFOLIOS OF THE MONTANA BOARD 

6 OF SCIENCE AND TECHNOLOGY DEVELOPMENT TO THE BOARD Of INVE:STME:NTS DEPARTMENT OF 

7 COMMERCE; REVISING THE JOB INVESTMENT LOAN LAWS; APPROPRI.A.Tl~JG COAL SeVeR/\~JCe T.A.X 

8 PERM II NHIT FUNDS TO Tl=lc OFflCe Of Tl=le COMMISSIONeR Of I-IIGl•H!R l!DUCATIO~I TO RE:PAY Tl=lc 

9 ReSl!ARCI-I AND DeVELOPMe~IT LOA~J; PROVIDING fOR Tl=le DePOSIT Of Tl=lc l,.OA~J RcPAYMe~IT; 

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

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

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

13 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 

14 90-8-201, MCA; REPEALING SECTIONS 2-15-1818, 90-3-101, 90-3-102, 90-3-201, 90-3-202, 90-3-203, 

1 5 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, 

16 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, 

17 MCA; AND PROVIDING AN EFFECTIVE GATte DATES AND A RETROACTIVE APPLICABILITY DA TE." 

18 

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

20 

21 SECTION 1. SECTION 2-15-1818, MCA, IS AMENDED TO READ: 

22 "2-15-1818. Montana board of science and technology development -- allocation -- composition 

23 -- quasi-judicial powers. (1) There is a Montana board of science and technology development. The board 

24 is allocated to the department of commerce. The department shall select, prescribe the duties for, and 

25 supervise staff to administer board activities. 

26 (2) The board consists of nine members appointed by the governor as prescribed in 2-1 5-1 24. 

27 (3) In making appointments to the board, the governor shall consider people with extensive interest 

28 and experience in science and technology and the application of such interest and experience to economic 

29 development in Montana. 

30 (4) The membership of the board must include: 

;Legislative 
·)Services 
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2 

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

(bl at least one member with expertise in applied technology development; and 

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

4 (51 The board is designated a quasi-judicial board for purposes of 2-15-124. 

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

6 or an employee of an entity that has received funding from the board." 

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

7 

8 

9 "2-18-103. Officers and employees excepted. (11 Parts 1 and 2 do not apply to the following 

10 positions in state government: 

11 (a) elected officials; 

12 (b) county assessors and their chief deputy; 

13 (cl employees of the office of consumer counsel; 

14 (d) judges and employees of the judicial branch; 

15 (el members of boards and commissions appointed by the governor, the legislature, or other elected 

16 state officials; 

17 (fl officers or members of the militia; 

18 (gl agency heads appointed by the governor; 

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

20 of the board of regents of higher education; 

21 (i) academic and professional administrative personnel and live-in houseparents who have entered 

22 into individual contracts with the state school for the deaf and blind under the authority of the state board 

23 of public education; 

24 (j) teachers under the authority of the department of corrections or the department of public health 

25 and human services; 

26 (kl investment officer, assistant investment officer, executive director, and #11:ee five professional 

27 staff positions of the board of investments; 

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

29 (ml assistant director for security of the Montana state lottery; 

30 W- Ol"86Uti 1,10 EliF06t0F aAEl SOAieF iAYOStFAOAt eUieOF of tho MeAtaAa eaarel ef 66i8A60 8A8 
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1 teehnology Eie¥ele13Fl'lent; 

2 ~HD.l executive director and employees of the state compensation insurance fund; 

3 $}12.J. state racing stewards employed by the executive secretary of the Montana board of 

4 horseracing; 

5 ¼}.(Ql executive director of the Montana wheat and barley committee; 

6 {4J..gl commissioner of banking and financial institutions; and 

7 +s+J.rl training coordinator for county attorneys. 

8 (21 Employees of an entity of the legislative branch, other than the office of consumer counsel, are 

9 exempt from the application of 2-18-1011 through 2-18-1013. With respect to entities of the legislative 

1 O branch, other than the office of consumer counsel: 

11 (a) as used in parts 1 through 3 of this chapter, references to the "department of administration" 

12 or "department" apply to the legislative council established by 5-11-101, which may delegate administrative 

13 duties to the legislative services division established by 5-11-111 ; 

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

15 (cl as used in 2-18-204, the term "budget director" applies to the "approving authority" as defined 

16 in 17-7-102." 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

28 

29 

30 

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 VIII, section 13, of the Montana constitution to be provided fot public funds must be 

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; 

(bl diversify the holdings of each fund within the unified investment program to minimize the risk 

of loss and to maximize the rate of return unless, under the circumstances, it is clearly prudent not to do 

so; and 

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

investment program. 
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12) (a) Retirement funds may be invested in common stocks of any corporation, except that an 

2 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 

4 to exceed 2% of the book value of the retirement fund. 

5 lb) Other public funds may not be invested in private corporate capital stock. "Private corporate 

6 capital stock" means only the common stock of a corporation. 

7 13) la) This section does not prevent investment in any business activity in Montana, including 

8 activities that continue existing jobs or create new jobs in Montana. 

9 lb) The board is urged under the prudent expert principle to invest up to 3% of retirement funds 

1 O in venture capital companies. Whenever possible, preference should be given to investments in those 

11 venture capital companies that demonstrate an interest in making investments in Montana. 

12 le) In discharging its duties, the board shall consider the preservation of purchasing power of 

13 capital during periods of high monetary inflation. 

14 Id) The board may not make a direct loan to an individual borrower. The purchase of a loan or a 

15 portion of a loan originated by a financial institution is not considered a direct loan. 

16 14) The board has the primary authority to invest state funds. Another agency may not invest state 

17 funds unless otherwise provided by law. The board shall direct the investment of state funds in accordance 

18 with the laws and constitution of this state. The board has the power to veto any investments made under 

19 its general supervision. 

20 (5) The board shall: 

21 (al assist agencies with public money to determine if, when, and how much surplus cash is 

22 available for investment; 

23 (bl determine the amount of surplus treasury cash to be invested; 

24 (cl determine the type of investment to be made; 

25 Id) prepare the claim to pay for the investment; and 

26 le) keep an account of the total of each investment fund and of all the investments belonging to 

27 the fund and a record of the participation of each treasury fund account in each investment fund. 

28 (6) The board may: 

29 la) execute deeds of conveyance transferring all real property obtained through foreclosure o·f any 

30 investments. purchased under the provisions of 17-6-211 when full payment has been received for the 

: legislative 
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property; 

2 (b) direct the withdrawal of any funds deposited by or for the state treasurer pursuant to 17-6-101 

3 and 17-6-105; 

4 (c) direct the sale of any securities in the program at their full and true value when found necessary 

5 to raise money for payments due from the treasury funds for which the securities have been purchased; 

6 (d) expend funds needed to cover costs of necessary repairs to property owned by the board as 

7 an investment. The expenditures may be made directly by the board and are statutorily appropriated, as 

8 provided in 17-7-502. Repairs that cost in excess of $2,500 must be bid, and the bid must be awarded in 

9 compliance with existing state law and regulations. Emergency repairs may be made by the board without 

10 bid if approved by the state architect. 

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

12 income from each fund. 

13 {8) At tl=lo bo§inning of easl=l fiscal year, tl=le boarel sl=lall, froR1 the appropriate funel, reiR1burso tl=le 

14 eopartR1ent of sornR1erse for tho sosts of aelR1inistorin§ JClFO§raR1s ostablisl=loel unelor Title QO, sl=lapter 3, tl=lat 

1 5 aro not sovoroe by pa•(basl< tunas available froR1 tl=le acsount ostablisl=leel in QQ 3 305." 

Section 4. Section 17-6-302, MCA, is amended to read: 

16 

17 

18 "17-6-302. Definitions. As used in this part, unless the context requires otherwise, the following 

19 definitions apply: 

20 ( 1) "Board" means the board of investments created in 2-15-1808. 

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

22 (3) "Clean and healthful environment" means an environment that is relatively free from pollution 

23 that threatens human health, including as a minimum, compliance with federal and state environmental and 

24 health standards. 

25 (41 "Department" means the department of commerce provided for in 2-15-1801. 

26 +4+1.fil "Employee-owned enterprise" means any enterprise at least 51 % of whose stock, 

27 partnership interests, or other ownership interests is owned and controlled by residents of Montana each 

28 of whose principal occupation is as an employee, officer, or partner of the enterprise. 

29 t-eH.fil "Financial institution" includes but is not limited to a state- or federally chartered bank or a 

30 savings and loan association, credit union, or development corporation created pursuant to Title 32, chapter 

1-Legislalive 
\Services 
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4. 

2 {9}iZl "Loan participation" means loans or portions th0r00t of loans bought from a financial 

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

4 µJ.l§.J. "Locally owned enterprise" means any enterprise 51 % of whose stock, partnership interests, 

5 or other ownership interests al'8 i§. owned and controlled by residents of Montana. 

6 AAifil "Long-term benefit to the Montana economy" means an activity that strengthens the 

7 Montana economy and that has the potential to maintain and create jobs, increase per capita income, or 

8 increase Montana tax r0~·0nues revenue in the future to the people of Montana, either directly or indirectly. 

9 ~i!_Ql "Montana economy" means any business activity in the state of Montana, including those 

10 WffiGj:\ that continue existing jobs or create new jobs in Montana. 

11 t+G-ji1Jl "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." 

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

13 

14 

15 "17-6-305. Investment of up to twenty-five percent of coal tax trust fund in Montana economy 

16 -- report by board. (1) Subject to the provisions of 17-6-201 (1 ), the board shall endeavor 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. Investments made pursuant to 

19 this section do not include investments made pursuant to 17-6-309(2). For purposes of calculating the 25 % 

20 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 department pursuant to 17 6 30Q(3) .P.filL§. 

23 of this chapter m...,. i§. ~ included in the 25% of the trust fund allocated to the board for in-state 

24 investment under this section. 

25 (2) In determining 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: 

2 "17-6-308. Authorized investments. (1) Except as provided in subsections (2) and (3) and subject 

3 to the provisions of 17-6-201, the Montana permanent coal tax trust fund must be invested as authorized 

4 by rules adopted by the board. 

5 (2) The board may make loans from the permanent coal tax trust fund to the capital reserve 

6 account created pursuant to 17-5-1515 to establish balances or restore deficiencies in the account. The 

7 board may agree in connection with the issuance of bonds or notes secured by the account or fund to make 

8 the loans. Loans must be on terms and conditions determined by the board and must be repaid from 

9 revenue realized from the exercise of the board's powers under 17-5-1501 through 17-5-1518 and 

10 17-5-1521 through 17-5-1529, subject to the prior pledge of the revenue to the bonds and notes. 

11 (3) The ooaf4 DEPARTMENT shall al+&w manage the seed capital and research and development 

12 loan portfolios created by the former Montana board of science and technology development, pro•,iEloEI fer 

13 iR 2 1 a 1818, to aEIR1iRistor $12.li R1illioR ef the porR1aR0Rt seal ta>< trl,lst fl,lnEI fer sooEI sapital prejoot loans 

14 er R1ozzanino finansiR9 leans and $11.1 R1illien ef the porR1aReRt seal ta>< trl,lst fl,JRB fer rosearsh aRd 

15 dovolepR1ont preject R1atching funds fer prejosts at MeRtana pl,lelic universities. This al,ltherity does not 

16 o><tond eo•fonEI JuRo 30, 1 QQ7, fer sood sapital projost loans aREI eovond June 30, 1 QQ7, fer research aRd 

17 do.,olepFRoRt prejests. THE DEPARTMENT SHALL ESTABLISH AN APPROPRIATE REPAYMENT SCHEDULE 

18 FOR ALL OUTSTANDING RESEARCH AND DEVELOPMENT LOANS MADE TO THE UNIVERSITY SYSTEM. 

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

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

21 SHALL PRESENT THE PROPOSAL TO THE 56TH LEGISLATURE. The ooaf4 DEPARTMENT is the successor 

22 in interest to all agreements, contracts. loans, notes, or other instruments entered into by the Montana 

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

24 loan portfolios. Until the MeRMRa eearEI of ssionse aRd toshnelegy dovolepR10Rt department makes a loan 

25 pursuant to the provisions of Title QO, part 5 of this chapter~. the $2 R1illion $915,000 in funds under its 

26 administration must be invested by the board pursuant to the provisions of 17-6-201. As sood sapital and 

27 FRezzaRiRo fiRancing loans made pursuant to part 5 of this suesostion chapter are repaid, the Montana 

28 soars of scionse anEI teshRelog'I ElovolopFRORt department may reinvest the principal in new loans pursuant 

29 to part 5 of this chapter. 

30 (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 

2 corporations. 

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

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

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

6 FROM JOB INVESTMENT LOANS TO THE MONTANA SUPREME COURT TO BE USED TO FUND THE 

7 JUDGES' RETIREMENT SYSTEM." 

8 

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

1 O "17-6-308. Authorized investments. (1) Except as provided in subsections (2) and (3) and subject 

11 to the provisions of 17-6-201, the Montana permanent coal tax trust fund must be invested as authorized 

12 by rules adopted by the board. 

13 (2) The board may make loans from the permanent coal tax trust fund to the capital reserve 

14 account created pursuant to 17-5-1515 to establish balances or restore deficiencies in the account. The 

15 board may agree in connection with the issuance of bonds or notes secured by the account or fund to make 

16 the loans. Loans must be on terms and conditions determined by the board and must be repaid from 

17 revenue realized from the exercise of the board's powers under 17-5-1501 through 17-5-1518 and 

18 17-5-1521 through 17-5-1529, subject to the prior pledge of the revenue to the bonds and notes. 

19 (31 The board shall allow the Montana board of science and technology development, provided for 

20 in 2-15-1818, to administer $1 2. 5 million of the permanent coal tax trust fund for seed capital project loans 

21 or mezzanine financing loans and $11. 1 million of the permanent coal tax trust fund for research and 

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

23 UP TO $2 MILLION OF INTEREST AND INCOME FROM INVESTMENTS TO RESEARCH AND DEVELOPMENT 

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

25 INCLUDE GRANT MATCHING FUND PURPOSES.] This authority does not extend beyond June 30, m 
26 1999, for seed capital project loans and beyond June 30, m 1999, for research and development 

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

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

29 OF THE SEED CAPITAL FUNDS FOR ADMINISTRATIVE PURPOSES. THE BOARD OF SCIENCE AND 

30 TECHNOLOGY DEVELOPMENT. WITH THE CONCURRENCE OF THE DIRECTOR OF THE DEPARTMENT. 

,,-Legislative 
\Services 
'\l!jvision 

HB 578 



5 5th Legislature HB0578.03 

MAY EXTEND AN ADDITIONAL LOAN TO AN EXISTING SEED CAPITAL PORTFOLIO COMPANY BY UP 

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

3 $250.000 OF INTEREST AND EARNINGS TO THE MONTANA SUPREME COURT TO BE USED TO FUND 

4 THE JUDGES' RETIREMENT SYSTEM. Until the Montana board of science and technology development 

5 makes a loan pursuant to the provisions of Title 90, chapter 3, the funds under its administration must be 

6 invested by the board pursuant to the provisions of 17-6-201. As seed capital and mezzanine financing 

7 loans made pursuant to this subsection are repaid, tho Montana boarEl of ssionso anEI toshnolo§y 

8 Elo><elopment may reinvest the prinsipal in new loans THE PROCEEDS OF THE SEED CAPITAL PORTION OF 

9 THE MONTANA BOARD OF SCIENCE AND TECHNOLOGY DEVELOPMENT LOANS MUST BE DEPOSITED 

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

11 AMOUNT OF 7% SIMPLE INTEREST FOR THE YEARS THAT THE LOANS HAVE BEEN OUTSTANDING. THE 

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

13 $25,000 OF THE REPAYMENTS FOR ADMINISTRATIVE COSTS IN THE FISCAL YEAR ENDING JUNE 30, 

14 1997. 

15 (4) The board shall adopt rules to allow a nonprofit corporation to apply for economic assistance. 

i 6 The rules must recognize that different criteria may be needed for nonprofit corporations than for for-profit 

17 corporations." 

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

18 

19 

20 "17-6-503. Definitions. As used in this part, unless the context requires otherwise, the following 

21 definitions apply: 

22 (1) "BearEl" moans tho Montana bearEI of ssionso anEl toshnelog1• Ele\lolspment proviEloEI for in 

23 2 11i Hl18. 

24 rnw "Department" means the department of commerce provided for in 2-15-1801. 

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

26 j3) "Job in•,estl'Rent lean aoso1,1nt" l'RBans tho asso1,1nt establis/:leEl in [sostion 7 8). 

27 ~ "Loan review committee" means the committee that is established by the department to 

28 consider economic development loan applications for funding by the federal community development block 

29 grant program and that is responsible for reviewing and recommending to the ooaHI department the 

30 approval or denial of job investment loans subject to this part and rules implementing this part. 
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+4-l±~ "Qualified business" means a business enterprise that either is or will be located in the 

" st;,te and that produces goods or provides services that will, as a result of receiving a job investment loan, 

J create jobs for Montana workers." 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

~JE\A' SECTIO~J. SostieR a. Jee iRvostrneRt lean asseuRt. Thero is a job investment loan assount. 

Tho departmont shall dspssit all principal payments on loans mads pursuant to this part in the acsount and 

ma•f make additional loans pursuant to this part. Tho department shall make loans from tho funds allocated 

to tho dopartmont undor 1 7 6 d08. 

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. Tho department shall dopesit up to 20% of intorost payments 

on job invostment loans inte tho asso1,1nt. Money in tho account must be used to pav the costs of 

administerin§ this part, incl1,1din§ personnel costs, oporatin§ sosts, and administrative sosts. !.n.terest 

payments not deposited into tho acco1,1nt 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 ~ 

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 

investment loan application, then the application must be denied. 

(3) The department sl=\all 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. 11 ) A statutory 

\ Legis~ative 
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appropriation is an appropriation made by permanent law that authorizes spending by a state agency 

2 without the need for a biennial legislative appropriation or budget amendment. 

3 (21 Except as provided in subsection (4), to be effective, a statutory appropriation must comply 

4 with both of the following provisions: 

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

6 (bl The law or portion of the law making a statutory appropriation must specifically state that a 

7 statutory appropriation is made as provided in this section. 

8 (3) The following laws are the only laws containing statutory appropriations: 2-9-202; 2-17-105; 

9 2-18-812; 3-5-901; 5-13-403; 10-3-203; 10-3-31 0; 10-3-31 2; 10-3-314; 10-4-301; 1 5-1-111; 1 5-23-706; 

10 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; 

11 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; 

12 18-11-112; 19-2-502; 19-6-709; 19-9-1007; 19-17-301; 19-1 8-51 2; 19-18-513; 19-1 8-606; 1 9-19-205; 

13 1 9-19-305; 19-19-506; 20-8-107; 20-8-111; 20-9-361; 20-26-1503; 23-5-136; 23-5-306; 23-5-409; 

14 23-5-61 O; 23-5-612; 23-5-631; 23-7-301; 23-7-402; 32-1-537; 37-43-204; 37-51-501; 39-71-503; 

1 5 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; 

16 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; 

17 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 3 301; 

18 90-4-215; 90-6-331; 90-7-220; 90-7-221; and 90-9-306. 

19 (4) There is a statutory appropriation to pay the principal, interest, premiums, and costs of issuing, 

20 paying, and securing all bonds, notes, or other obligations, as due, that have been authorized and issued 

21 pursuant to the laws of Montana. Agencies that have entered into agreements authorized by the laws of 

22 Montana to pay the state treasurer, for deposit in accordance with 17-2-101 through 17-2-107, as 

23 determined by the state treasurer, an amount sufficient to pay the principal and interest as due on the 

24 bonds or notes have statutory appropriation authority for the payments. (In subsection (3): pursuant to sec. 

25 7, Ch. 567, L. 1991, the inclusion of 19-6-709 terminates upon death of last recipient eligible for 

26 supplemental benefit; and pursuant to sec. 7(2), Ch. 29, L. 1995, the inclusion of 15-30-195 terminates 

27 July 1, 2001.)" 

28 

29 

30 

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 
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investment capital company. 11) The department shall certify one Montana small business investment 

2 capital company, and from time to time, the department shall certify Montana capital companies. A 

3 company seeking to be certified as a Montana capital company or as the Montana small business 

4 investment capital company shall make written application to the department on forms provided by the 

5 department. The application must contain the information required by 90-8-204 and other information that 

6 the department requires. The application and certificate must specify the level of capitalization that the 

7 company expects to qualify for the tax credits provided for in 90-8-202. 

8 12) The application must show that the applicant's purpose is to increase the general economic 

9 welfare of the state of Montana by: 

1 0 (a) making investment capital available to businesses in Montana; and 

11 (b) allowing for investment of up to 25% of its capital base in businesses outside Montana if there 

12 is a substantial likelihood that ~ the investment will produce a qualified investment in Montana. 

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

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

15 14) Certification is a prerequisite to and must be completed before seeking designation as a qualified 

16 capital company or as the qualified Montana small business investment capital company. 

17 15) To be eligible for certification under this section as the Montana small business investment 

18 capital company, the applicant shall commit to: 

19 (a) ~ using the tax credits to accumulate private capital with the intention of being designated 

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

21 Title Ill of the Small Business Investment Act of 1958, as amended, and as implemented under 13 CFR 107; 

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

23 commercialization projects emerging from centers of excellence and entrepreneurship, federal laboratories, 

24 the federal small business innovative research program, the federal cooperative research and development 

25 agreement program, Montana university system research and development, ths Montana l:ward of ssisnse 

26 and teshnology de•,relof)R'IBnt lsesend sta!lel, small business incubators, community development block 

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

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

29 development capital is limited; 

30 le) consider considering investment opportunities originating in any Montana county; and 
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1 (d) ~ adopting investment guidelines that ensure that not less than 10% of its available capital 

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

3 

4 f>lf,W SECTIO~I. SoGtion 12. 1'.JIJIFOJlriation loan FOJlayment. Thora is aµpror,riates te the oflioe 

5 of tho GOFFIFFlissionor of hi9hor osuoation froFFI tho ooal sovoranoe tax porFF1an0nt trnst fllnd up to 

6 $9,360,000 for tho purpose of ropayin9 tho rosoaroh and dovolopFF1ont loan FF1aso by tho Montana board 

7 of soionoo and t0Ghnolo9y dovolopFF1ont to tho uni.,orsit•1< s~1stoFF1. Tho appropriation FF1ust bo used to repay 

8 the loan 13rinoipal to tho board of invostFF\onts as tho suooossor in intorost to tho Montana boara of soionoe 

9 ans toohnolO§V dovolopFF1ont. Tho ro13ayFF1ont Fflust llo Elopooitod in tho ooal oevoranoo taI( 130rmanent funs. 

10 Tho 13rinoipal Fflust bo ro13aid within 30 says after [tho offostivo Elate of this aot]. 

11 

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

13 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, 

14 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, 

15 and 90-3-901, MCA, are repealed. 

16 

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

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

19 act]. 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

NEW SECTIOf>I. Seotien Hi, Cedifieatien instFYGtieA. [Sestion 7 81 is intoneloel to bo ooelifioel as 

an inte9ral part of Title 17, oha13tor e, part Ii, ans the previsions of Title 17, ohapter e, part Ii, a1313ly to 

[seotion 7 J;l.l. 

NEW SEGTIOf>I. Seetien 16 Throe feYrths ·tote reqYiFOd, Booauso [sootion 12] statutoril•( 

ap13ro13riatoo money fram tho ooal 001,coraAoo tai< trust hmel, Artiolo IX, sootion Ii, of tho Montana 

oonstitution roe,uiros a vote of tl:lroo fourtl:ls af tho momeors of oaol:I l:louso of the l09islaturo for passa§e 

of [seotion 12]. If a vote of tl:lroo fourths of tho momeors of oaoh house is Rot roooivoel, thon [sootion 12] 

is voiel. 

\
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NEW SECTION. SECTION 15. COORDINATION INSTRUCTION. (11 IF HOUSE BILL NO. 2 IS 

2 VETOED, THEN THE BRACKETED LANGUAGE IN [SECTION 71 IS VOID. 

3 J2J_ IF THE BRACKETED LANGUAGE IN [SECTION 7) IS EFFECTIVE, THEN THE $1 MILLION FOR 

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

5 SYSTEM RESEARCH CONTAINED IN HOUSE BILL NO. 2 IS VOID. 

6 

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

8 121. [+hls JHIS act] is effective July 1, ~ 1999. 

9 J2.L [aeCTIQ~l e SECTIONS 1, 6(5), AND 7] lS ARE EFFECTIVE ON PASSAGE AND APPROVAL, 

10 AND (SECTION 71 APPLIES RETROACTIVELY, WITHIN THE MEANING OF 1-2-109, TO INVESTMENT 

11 PAYMENTS RECEIVED ON OR AFTER APRIL 1, 1997. 

12 -END-
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