
TAXATION COMMITTEE 
45TH LEGISLATURE 

The House Taxa t ion  committee met i n  a  j o i n t  h e a r i n g  w i t h  t h e  S e n a t e  Taxa t ion  
Committee i n  room #415 o f  t h e  C a p i t o l  B u i l d i n g ,  Helena,  MT., on January  20,  
1977, a t  8:00 a.m. A l l  members were p r e s e n t .  S e n a t o r  Wil l iam L .  Mathers was 
chairman o f  t h e  j o i n t  s e s s i o n .  

Th is  mee t ing  w a s  f o r  t h e  purpose  o f  c o n s i d e r i n g  means t o  s e t  up a  t r u s t  fund 
t h a t  would maximize income c o n s i s t e n t  w i t h  s a f e  and c o n s e r v a t i v e  p r a c t i c e s  o f  
i n v e s t i n g  t h e  money d e r i v e d  from t h e  c o a l  t a x .  The q u e s t i o n  o f  whether  t h e  
p r i n c i p a l  s h o u l d  be i n v e s t e d  t o  accomplish some s o c i a l  purpose  o t h e r  t h a n  wel- 
f a r e  o r  unemployment was t o  be  d i s c u s s e d .  

A t  p r e s e n t  it i s  s e t  up a s  a  t r u s t  account  i n  t h e  T r u s t  and Legacy fund .  (See 
l e t t e r  d a t e d  January  17,  from M r .  James R. Howeth, Inves tment  O f f i c e r  o f  t h e  
Board o f  Inves tments . )  There  a r e  problems i n  mingl ing t h i s  fund w i t h  t h e  T&L 
fund because  3/4 o f  each house o f  t h e  L e g i s l a t u r e  c o u l d  invade  t h a t  fund and 
spend  t h e  p r i n c i p a l  i n  c a s e  o f  an emergency. Th is  a l lowance  comes from t h e  
c o a l  t a x  t r u s t  fund p r e s e n t  law. These funds  cannot  be  handled t h e  same a s  
long-term funds  a s  t h e r e  may be  a  demand f o r  them. He proposed an  amendment 
t o  A r t i c l e  I X  o f  t h e  C o n s t i t u t i o n ,  s e c t i o n  5 ,  as shown i n  h i s  l e t t e r .  Th i s  i s  
enumerated i n  s e c t i o n  79-310. The amendment would a l l o w  t h e  c o a l  fund p r i n c i p a l  
t o  be  u t i l i z e d  w i t h o u t  j e o p a r d i z i n g  t h e  r e s t  o f  t h e  commingled funds which upon 
emergency demand could  c a u s e  a  l o s s  o f  p r i n c i p a l .  Th i s  would a l l o w  f o r  i n v e s t -  
ment i n  common s t o c k s .  Re t i rement  funds  can o n l y  b e  i n v e s t e d  i n  common s t o c k s  
and he  i s  n o t  s u r e  i f  t h e  c o a l  t a x  funds can be  i n v e s t e d  t h a t  way a l s o .  

I 

Rep. S t e v e  Waldron asked  i f  t h i s  s e t s  up a n  economic fund ing  i n s t i t u t i o n  which 
makes d e c i s i o n s  on i n v e s t i n g  t h e  funds i n  Montana o r  however we want t o  go. 
The major p o r t i o n  o f  money i n v e s t e d  i s  i n  o u t - o f - s t a t e  c o r p o r a t i o n s .  The c o a l  
t a x  money r e p r e s e n t s  something t h a t  i s  going t o  b e  a permanent l o s s ,  consequen t ly ,  
we s h o u l d  i n v e s t  t h a t  money i n  Montana f o r  something very  permanent t h a t  p u t s  
money i n t o  Montana by i n v e s t i n g  it i n  Montana b u s i n e s s e s ,  farms,  h o u s i n g ,  e t c .  

Rep. Fabrega f e e l s  t h a t  i t  s h o u l d  be i n v e s t e d  i n  Montana. He recommends i t  b e  
used  b a s i c a l l y  f o r  hous ing ,  and n o t  n e c e s s a r i l y  maximizing it f o r  income. I t  
would n o t  p u t  t h e  s t a t e  i n  t h e  l e n d i n g  b u s i n e s s ,  t h e r e b y  t h e  funds  would be  p u t  
t o  t h e  g r e a t e s t  needs ,  f i r s t  f o r  hous ing  which s h o u l d  h e l p  t h e  unemployment 
s i t u a t i o n  i n  t h e  c o n s t r u c t i o n  a r e a .  

Rep. Lee Tower, D i s t r i c t  #18, b e l i e v e s  t h e  t r u s t  fund p o r t i o n  o f  money s h o u l d  b e  
k e p t  p r e t t y  l i q u i d  because  3/4 o f  t h e  L e g i s l a t u r e  can g e t  it o u t .  I t  s h o u l d  be  
k e p t  i n  Montana. The t r u s t  fund was p r e s e n t e d  a s  b e i n g  t h e  b e s t  t h i n g  f o r  t h e  
p e o p l e  o f  Montana. The money s h o u l d  be made a v a i l a b l e  t o  banks and s a v i n g s  and 
l o a n s  on c e r t i f i c a t e s  o f  d e p o s i t ,  e t c .  Th i s  d o e s n ' t  maximize income because  
t h e y  a r e  t h e  most p r u d e n t  i n v e s t o r s  i n  Montana. Th is  would t a k e  t h e  l e a s t  amount 
o f  a d m i n i s t r a t i o n ,  and w o u l d n ' t  r e q u i r e  an a d d i t i o n a l  board.  (He i s  i n  t h e  f e e d  ! 
and g r a i n  b u s i n e s s ) .  A t  p r e s e n t  farmers  and r a n c h e r s  and o t h e r  b u s i n e s s e s  d o n ' t  
have enough money t o  s t a y  i n  b u s i n e s s  and keep  c a p i t a l i z e d .  This  money s h o u l d  
be a v a i l a b l e  t o  Montana banks and s a v i n g s  and l o a n s .  
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1 S e n a t o r  Mathers a d v i s e d  t h e r e  w i l l  be a  s e r i e s  of b i l l s  which w i l l  implement 
t h e  c o n s e r v a t i o n  recommendations from t h e  L i e u t e n a n t  Governor ' s  o f f i c e  i n  con- 
n e c t i o n  w i t h  energy s t u d i e s .  These b i l l s  cou ld  keep money i n  Montana, b u t  
c a n ' t  g e t  t h e  same r a t e  o f  r e t u r n  on t h a t  money a s  you can o u t - o f - s t a t e .  More 
i m p o r t a n t l y ,  t h e  money would b e  used t o  s e c u r e  low i n t e r e s t  l o a n s  f o r  bo th  indus-  
t r y  and r e s i d e n t i a l  p e o p l e  f o r  t h e  purpose  o f  r e t r o f i t t i n g  t h e i r  houses  and 
i n d u s t r i a l  p l a n t s  wi th  i n s u l a t i o n .  He recommends t h e  money b e  used f o r  conserva-  
t i o n  purposes  i n  Montana. 

P a t  ~ i n n s ' r e c o m m e n d s  t h a t  t h e  c o a l  t a x  t r u s t  fund be s e t  up a s  a  s e p a r a t e  fund 
. t o  b e  managed by t h e  Board o f  Investmerlts  a c c o r d i n g  t o  s p e c i f i c  r u l e s  d e f i n e d  by 

t h e  45 th  L e g i s l a t u r e .  Those r u l e s  shou ld  r e q u i r e  t h e  funds t o  b e  i n v e s t e d  w i t h i n  
t h e  s t a t e ,  p a r t i c u l a r l y  i n  low i n t e r e s t  c e r t i f i c a t e s  o f  d e p o s i t  w i t h  banks and  
s a v i n g s  and l o a n  and c r e d i t  unions  i n  Montana. These t ime  d e p o s i t s  s h o u l d  be  
used f o r  low i n t e r e s t  l o a n s  f o r  a l l  types  o f  energy r e l a t e d  i n v e s t m e n t s .  He a l s o  
recommends t h a t  a n o t h e r  p o r t i o n  o f  t h e  fund be  used by t h e  s t a t e  t o  purchase  
l o c a l  bonds i s s u e d  f o r  energy c o n s e r v a t i o n  r e l a t e d  a c t i v i t i e s  f o r  i n d u s t r i a l ,  
commercial and p r i v a t e  c i t i z e n s .  These i n d u s t r i a l  revenue bonds,  LIDS, s c h o o l  
improvement bonds ,  and o t h e r  l o c a l  government purpose  bonds s h o u l d  be a t  a  low 
i n t e r e s t  r a t e .  There  a r e  h idden  b e n e f i t s  o t h e r  t h a n  t h e  i n t e r e s t  r a t e .  

S e n a t o r  Blaylock is  very  much i n  f a v o r  o f  s e t t i n g  up t h i s  c o a l  t r u s t  f u n d ,  and 
would hope t h e y  would t a k e  a  look a t  a  program t h a t  we have s t u d i e d  which h a s  
c o s t  $200,000 on s o l i d  waste  management. We may b e  a b l e  t o  s e t  up t h r e e  s o l i d  
was te  a r e a s  i n  t h e  s t a t e .  He recommends a l l o c a t i n g  $500,000 t o  $2$ m i l l i o n  
d o l l a r s  t o  c i t i e s  f o r  t h e  t ime which it w i l l  t a k e  t o  s t a r t  p l a n n i n g  u n t i l  t h e y  
could  s e l l  t h e i r  bonds ,  and t h e n  p o s s i b l y  p u r c h a s i n g  t h e  bonds a f t e r  t h e  c i t i e s  

1 have dec ided  t o  go i n t o  t h e  s o l i d  was te  management program. 

S e n a t o r  Margare t  Warden advoca tes  t h e  a l l o c a t i o n  f o r  s o l i d  w a s t e  management as 
a  s o u r c e  o f  energy i n  Montana t h a t  is  n o t  be ing  u t i l i z e d .  

T e r r y  Carmody a d v i s e d  t h a t  t h i s  program cou ld  conserve  energy and do away wi th  
s o l i d  was te .  I t  w i l l  t a k e  from $12-$27 m i l l i o n  d o l l a r s  f o r  t h e  implementat ion 
o f  t h e  t o t a l  program. He recommends some o f  t h e  c o a l  t a x  funds go ing  back t o  
l o c a l  governments t o  h e l p  peop le  i n  l o c a l  a r e a s .  

Rep. P e t e r  Meloy adv i sed  t h i s  would p r o v i d e  t h e  ve ry  k i n d  o f  bonds t h a t  a r e  
b e i n g  t a l k e d  abou t .  

Rep. E s t h e r  Bengston recommends t a k i n g  30% of  t h e  income from t h e  t r u s t  fund 
and d e s i g n a t i n g  i t  f o r  e d u c a t i o n .  T h i s  would s u g g e s t  t h a t  t h e  t r u s t  fund b e  
i n v e s t e d  f o r  maximum y i e l d  r a t h e r  t h a n  f o r  s o c i a l  s e r v i c e s .  

John Blake ,  School  A s s o c i a t i o n ,  s a i d  they  had formed a  c o a l i t i o n  wi th  Montana 
s c h o o l  a d m i n i s t r a t o r s ,  and t h e i r  s t a t e  o f f i c e  is  a t t e m p t i n g  t o  p r e s s  t h e  need 
o f  h i g h e r  e d u c a t i o n  funds.  Higher  e d u c a t i o n  t a k e s  a  l a r g e  p o r t i o n  o f  o u r  t a x  
d o l l a r s .  There a r e  180,000 s t u d e n t s  i n  Montana and one-quar te r  o f  t h e  p e r s o n s  
i n  t h e  s t a t e  i s  engaged i n  p u b l i c  e d u c a t i o n .  

Louis  F o r s e l l ,  Counsel  f o r  t h e  Educat ion System, s u g g e s t e d  an a l l o c a t i o n  o f  30% 
o f  t h e  income be  d i v i d e d  - 75% t o  go f o r  s u p p o r t  o f  h i g h e r  e d u c a t i o n ,  and 25% 

) of  t h e  30% t o  be handled by t h e  Board o f  Inves tments  f o r  s u p p o r t  o f  t h e  U n i v e r s i t y  
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Sys tem.  By 1985  it w i l l  c o s t  $87 m i l l i o n  a y e a r  f o r  t h e  U n i v e r s i t i e s o f M o n t a n a .  
I f  t h e s e  f u n d s  were  a l l o c a t e d  t h i s  way, t h e  6 - m i l l  l e v y  f o r  t h e  u n i v e r s i t y  s y s -  
t e m  c o u l d  b e  lowered .  The 6 - m i l l  l e v y  h a s  t o  b e  v o t e d  upon and t h e r e  i s  no 
a s s u r a n c e  t h a t  it w i l l  b e  c o n t i n u e d .  

Rep. E .  N. D a s s i n g e r  i s  dismayed a t  t h e  l a c k  o f  c o n f i d e n c e  o f  o u r  p r e s e n t  s y s t e m  
o f  h a n d l i n g  funds  as t h e  Board  o f  I n v e s t m e n t s  i s  e d u c a t e d  t o  i n v e s t ,  a n d  h e  f e e l s  
t h a t  a p p r o p r i a t i o n s  a c c o r d i n g  t o  t h e  p r e s e n t  i n v e s t m e n t  p r a c t i c e s  s h o u l d  b e  
c o n t i n u e d .  

Rep. Waldron e x p r e s s e d  h i s  o p i n i o n  i n v e s t i n g  i n  Montana is  n o t  s p e n d i n g  t h e  
money - it i s  i n v e s t i n g  it .  

J i m  O g l e r ,  e x e c u t i v e  d i r e c t o r  o f  t h e  Montana Coa l  C o u n c i l ,  an  a s s o c i a t i o n  o f  
c o a l  companies  and  b u s i n e s s e s ,  a s k s  t h a t  some o f  t h e  r evenue  from t h e  c o a l  t a x  
b e  r e t u r n e d  t o  t h e  i m p a c t  a r e a s  i n  which t h e  c o a l  i s  mined f o r  r o a d s ,  and f o r  
r e imbursemen t  t o  t h e  p e o p l e  who w e r e  p r o m i s e d  funds  f o r  l o s s e s  d u e  t o  t h e  c o a l  
b e i n g  mined,  b u t  who as y e t  have  r e c e i v e d  n o t h i n g .  H e  b e l i e v e s  t h e  money s h o u l d  
g o  t o  t h e  g e n e r a l  f u n d  a n d  t h e n  t h e  funds  r e q u e s t e d  b e  a p p r o p r i a t e d .  Funds c o u l d  
b e  ea rmarked  and s e t  up  i n t o  s i d e  t r u s t  f u n d s .  

J i m  Howeth, i n v e s t m e n t  o f f i c e r ,  a d v i s e d  tha t  t h e  funds  are s t a t u t o r i l y  p u t  i n t o  
t h e  T r u s t  and  Legacy f u n d  a l o n g  w i t h  o t h e r  f u n d s ,  t h e  income o r  b e n e f i t s  from 
which  t h e  s c h o o l  d i s t r i c t s  r e c e i v e  9 0 % ,  and  t h e s e  o t h e r  funds  s t a t u t o r i l y  can  
n o t  have  t h e i r  p r i n c i p a l s  d i s t r u b e d  - i n  f a c t ,  i t  i s  w r i t t e n  t h a t  you c a n ' t  
s u s t a i n  a  l o s s  i n  t h e  T r u s t  and  Legacy fund .  The new C o n s t i t u t i o n a l  amendment 
when i t  w a s  v o t e d  i n ,  i n  t h e  h e a d i n g  t o  t h e  amendment i t  s a y s  " a  pe rmanen t  t r u s t  
fund" .  "The p r i n c i p a l  o f  t h e  t r u s t  s h a l l  f o r e v e r  r ema in  i n v i o l a t e "  - u n l e s s  it 
i s  a p p r o p r i a t e d  by t h e  L e g i s l a t u r e  by a  3/4 v o t e  by e a c h  h o u s e  a n d  t h i s  would 
make it r e l a t i v e l y  h a r d  t o  manage. I f  t h e  L e g i s l a t u r e  s p e n t  t h e  p r i n c i p a l ,  i t  
m i g h t  have  t o  i n v e s t  it i n  s h o r t - t e r m  s e c u r i t i e s  i n  c a s e  t h e  p r i n c i p a l  i s  c a l l e d  
f o r .  'He would  s u g g e s t  t h a t  i t  b e  i n  a  T r u s t  and  Legacy fund  by i t s e l f  and  t h a t  
t h e  c o a l  t a x  f u n d  would  b e  a  s e p a r a t e  t r u s t  fund  b e c a u s e  t h e  C o n s t i t u t i o n  s t a t e -  
ment  makes i t  i m p o s s i b l e  t o  o v e r r i d e  and  w e  c a n  o n l y  d o  t h e  b e s t  we c a n  i n  how 
it i s  i n v e s t e d .  

Rep. F a b r e g a  s a i d  t h a t  w h a t e v e r  i s  d e c i d e d  now w i l l  o n l y  l a s t  t h r o u g h  t h e  n e x t  
b i enn ium as this L e g i s l a t u r e  c a n n o t  mandate t h e  n e x t  L e g i s l a t u r e .  

Rep. Melvin  Underdal  f e e l s  t h a t  any  f u t u r e  ~ e g i s l a t u r e  s h o u l d  b e  r e s t r i c t e d  
f rom s p e n d i n g  any o f  t h i s  fund .  

S e n a t o r  Towe s t a t e d  h e  t h o u g h t ,  w i t h  t h e  n e c e s s i t y  o f  a  3/4 a p p r o v a l  by  t h e  
L e g i s l a t u r e ,  t h e  p - i n c i p a l  is p r e t t y  s a f e  f rom b e i n g  s p e n t .  H e  t h i n k s  it 
s h o u l d  b e  p u t  i n t o  a pe rmanen t  t r u s t .  T h e r e  i s  a g r e a t  d e a l  o f  c o n c e r n  a b o u t  
i n v e s t i n g  t h e  money i n  Montana - a r e  g o i n g  t o  s e t  up a g r e a t  b i g  f u n d  which  
would t h e n  b e  l a r g e l y  i n v e s t e d  o u t  o f  s t a t e  and  n o t  h e l p  t h e  p e o p l e  o f  Montana? 
He recommends funds  f i r s t  f o r  e d u c a t i o n ;  s e c o n d ,  f o r  ene rgy  c o n s e r v a t i o n .  H e  
d o e s  n o t  wan t  t o  monkey w i t h  t h e  i n v e s t m e n t  p o s s i b i l i t y  and  j u s t  u s e  income from 
t h e  p r i n c i p a l  - 30% o f  t h e  income f o r  e d u c a t i o n  (3/4 f o r  h i g h e r  e d u c a t i o n ;  1/4 
t o  l o w e r  e d u c a t i o n )  ; 1/6 o f  t h e  income t o  e n e r g y  c o n s e r v a t i o n ;  u s e  some o f  t h e  
c a p i t a l  f o r  l o a n s  t o  Montana i n s t i t u t i o n s .  
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1 M r .  Howeth a d v i s e d ,  p r e s e n t l y ,  they  i n v e s t  $650 m i l l i o n  d o l l a r s  now, and t h i s  
is  r e p r e s e n t e d  by some 60 d i f f e r e n t  funds .  S t a t u t o r y  laws v a r y  a c c o r d i n g  t o  
how t h e  funds  we have may b e  i n v e s t e d .  There  i s  a  s u b s t a n t i a l  p o r t i o n  t h a t  i s  
i n v e s t e d  i n  Bank CDs and Montana mortgages .  You may s a y  t h e  amount i n v e s t e d  i n  
Montana is  t o o  low, b u t  it would b e  i m p o s s i b l e  t o  i n v e s t  t h e  whole $650 m i l l i o n  
d o l l a r s  i n  Montana. We do  t h i s  t o  t h e  b e s t  of  o u r  a b i l i t y  by i n v e s t i n g  i n  
t r u s t  f u n d s .  There  is a " p r u d e n t  man l a w "  which we a l s o  have t o  con tend  w i t h  
i n  i n v e s t i n g  t h e  funds .  I f  we were t o  s u b s i d i z e  a t  a  low r a t e  o f  i n t e r e s t  l o a n s  
o r  something l i k e  t h i s ,  we would be i n  jeopardy o f  t h e  p r u d e n t  man r u l e  which 
does n o t  t a k e  i n t o  c o n s i d e r a t i o n  such  s u b s i d i e s .  So you have t h e  r e s p o n s i b i l i t y  
o f  i n v e s t i n g  t r u s t  funds  which d o e s n ' t  t a k e  i n t o  c o n s i d e r a t i o n  s o c i a l  r e s p o n s i -  
b i l i t y  such  a s  low-cost  hous ing .  You do have a  hous ing  a u t h o r i t y  t h a t  i s  n o t  
o p e r a t i n g  y e t ,  b u t  it s h o u l d  go t o  t h e  a r e a  o f  s u b s i d i z i n g  low income h o u s i n g  
which is  f i n e  b e c a u s e  it i s  s e p a r a t e  from t h e  i n v e s t m e n t  r e s p o n s i b i l i t y .  When 
you t r y  t o  shove a  s o c i a l  r e s p o n s i b i l i t y  i n t o  an  i n v e s t m e n t ,  i t  is  h a r d  t o  
r e g u l a t e .  You s a y  t o  i n v e s t  t h e  money i n  Montana, b u t  t h e r e  i s  o n l y  s o  much 
money you can r e a s o n a b l y  i n v e s t  i n  Montana because  i t  i s  i m p o s s i b l e  t o  do t h i s  
because  o f  l a c k  o f  need o r  demand. 

I f  you i n v e s t  o u t s i d e  o f  t h e  s t a t e ,  t h e  income i s  r e t u r n e d  t o  Montana. A 
Genera l  Motors bond h a s  i n v e s t m e n t s  i n  Montana even though t h e  c o r p o r a t i o n  
h e a d q u a r t e r s  i s  o u t s i d e  o f  Montana. You c a n ' t  make Montana a n  i s l a n d .  

S e n a t o r  Watt  a d v i s e d  t h e  3/4 r u l e  was p u t  i n  a s  it was c o n s i d e r e d  t o  b e  a  v e r y  
u n u s u a l  c i r cumstance  t h a t  would r e q u i r e  i t s  u s e .  He f e e l s  i t  s h o u l d  be  k e p t  
i n .  H e  f e e l s  t h e  i n v e s t m e n t  o f  t h e  fund s h o u l d  b e  d i v e r s i f i e d  s o  t h a t  some 
o f  i t  would b e  a v a i l a b l e  on s h o r t  n o t i c e .  

I 
Rep. Verner  B e r t e l s e n ,  Ovando, a d v i s e d  t h a t  r e g a r d l e s s  o f  how we f e e l  a b o u t  
t h a t  3/4 r u l e ,  a bonding company is n o t  go ing  t o  look  a t  i t  from o u r  p o i n t  o f  
view. I f  we open t h i s  t o  s o c i a l  programs f o r  use  t o  s u p p o r t  and push a  c e r t a i n  
program, we w i l l  have made a  s e r i o u s ,  d r e a d f u l  m i s t a k e .  Th i s  money s h o u l d  b e  
t r e a t e d  a s  o u r  s t a t e  l a n d s .  These funds  a r e  go ing  t o  e a r n  a  revenue and t h i s  
r evenue  s h o u l d  b e  w i s e l y  s p e n t ,  b u t  i n  no way s h o u l d  t h e  p r i n c i p a l  b e  s p e n t .  

Roger Tippy a d v i s e d  t h a t  t h e  p lacement  o f  t h i s  fund i n  t h e  T r u s t  and Legacy 
T r u s t  fund  w a s  j u s t  a  p lacement  f o r  t h e  s a k e  o f  government. 

O l r r e n t  investment laws c o v e r  a l l  s t a t e  funds .  S B  44 r e q u i r e s  fund t o  b e  d e p o s i t e d  
i n  t h e  T r u s t  and Legacy Fund, t h e  p r i n c i p a l  o f  which i s  permanent .  You s t i l l  . 
have i t  i f  p a r t  o f  t h e  c o a l  funds  a r e  i n v e s t e d .  I f  i n  t h e  f u t u r e  t h e  L e g i s l a t u r e  
a l l o c a t e d  some o f  t h i s  p r i n c i p a l ,  t h i s  would a f f e c t  t h e  p r i n c i p a l  o f  t h e  T r u s t  
and Legacy fund a s  w e l l  a s  t h e  c o a l  fund p r i n c i p a l .  

Sen.  Towe a d v i s e d  t h a t  by p u t t i n g  it i n  t h a t  p o o l ,  t h e r e  i s  more l i q u i d  money 
a v a i l a b l e  a t  a l l  t imes .  

M r .  Howeth a d v i s e d  t h a t  p u t t i n g  t h e  c o a l  t r u s t  fund i n t o  t h e  T r u s t  and Legacy 
Fund t h e  p r i n c i p a l  of  which i s  $75 m i l l i o n  d o l l a r s ,  it would be  made t o  l o o k  
l i k e  a  mere p i t t a n c e .  The T&L fund grows v e r y  l i t t l e  e a c h  y e a r  w h i l e  t h e  c o a l  
t r u s t  fund i n  a s h o r t  t ime would be  a  b i l l i o n  d o l l a r  fund .  
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Rep. Fabrega s a i d  t h a t  r a t l l c r  t h a n  hold  specj .a l  e l e c t i o n  t o  use  t h e  p r i n c i p a l  
o f  t h i s  fund i n  c a s e  o f  an emergency, he b e l i e v e s  t h e  L e g i s l a t u r e  s h o u l d  be  a b l e  
t o  use  it q u i c k l y  and i t  s h o u l d  be a  s e p a r a t e  fund. There  w i l l  b e  $ 2 5  m i l l i o n  
d o l l a r s  by t h e  n e x t  biennium, and he d o e s n ' t  s e e  any need t o  t a p  t h e  p r i n c i p a l  
i n  t h i s  two y e a r  p e r i o d .  Th is  L e g i s l a t u r e  s h o u l d  l a y  o u t  a  g e n e r a l  c r i t e r i a  
t h a t  any ~ e g i s l a t u r e  can a c t  upon l a t e r .  

Sen. Towe s a i d  whether  t h e r e  is a  s e p a r a t e  t r u s t  fund o r  n o t ,  where t h e  $ 2 5  
m i l l i o n  i s  t o  go s h o u l d  be d e c i d e d  t h i s  y e a r .  Once a  d e c i s i o n  i s  made, it w i l l  
be  ve ry  d i f f i c u l t  f o r  f u t u r e  L e g i s l a t u r e s  t o  change it u n l e s s  t h e  change is  
v e r y  s t r i n g e n t  . 

Sen.  Turnage t h i n k s  it s h o u l d  go i n t o  t h e  Board of Inves tments  l i k e  any o t h e r  
money, b u t  i t  s h o u l d  be a  s e p a r a t e  fund. A s  t o  spend ing  t h e  money, he  t h i n k s  
it s h o u l d  go t o  t h e  g e n e r a l  fund i.n accordance w i t h  t h e  C o n s t i t u t i o n .  The 
whole C o n s t i t u t i o n  i s  w r r i t e n  on t h e  t h e o r y  t h a t  t h e  L e g i s l a t u r e  i s  where t h e  
p e o p l e  go.  

Rep. Fabrega recommends l a t i t u d e  o f  t h e  ~ e g i s l a t u r e  i n  i n v e s t i n g  t h i s  money 
s i n c e  it i s  a  new funding.  I t  i s  n e c e s s a r y  t o  fund l o c a l  impact  and s e e  t h a t  
t h e  n e c e s s a r y  funds a r e  t h e r e .  

N e i l  Lynch, a t t o r n e y  f o r  t h e  g a s  and c o a l  c o u n t i e s ,  a d v i s e d  d i r e c t  a i d  f o r  
impac t  r e l i e f  f o r  highways; and t h e  c o a l  c o u n t i e s  a g r e e  w i t h  a n t i c i p a t i o n  o f  
r e c e i v i n g ' f e d e r a l  money. Under Sen. Manning's p r o p o s a l ,  3% went t o  highways.  
He a s k s  t h a t  a t  l e a s t  1% b e  r e t a i n e d  by t h e  c o a l  producing c o u n t i e s .  Pe rsons  
a b s o r b i n g  t h e  impact  a r e  n o t  r e c e i v i n g  a n y t h i n g  a t  t h e  moment, b u t  t h e y  shou ld  
be  d o i n g  s o .  

Roger Tippy mentioned t h a t  t h e  home l o a n s  o f f e r e d  by a  l o c a l  bank f o r  i n s u l a t i n g  
homes were n o t  used a s  it seemed peop le  had t h e  cash  t o  pay f o r  t h i s  purpose .  
I t  w a s  n o t  a c c e p t e d  very  w e l l .  

Sen.Towe mentioned t h e r e  is  t h e  p o s s i b i l i t v  o f  u s i n q  permanent c o a l  t r u s t  funds  
f o r  s o c i a l  purposes .  There  is  some p r e c e d e n t  i n  us inq  t h a t  fund f o r  emerqencv 
r e l i e f  f o r  farm mortqaqes.  I n  t h e  Depress ion v e a r s ,  t h e  T r u s t  and Leqacv Fund 
was used f o r  farm mortqaqes;  however, t h i s  was s t r i c t l y  u n c o n s t i t u t i o n a l  s i n c e  
t h e  wordinq o f  t h e  T&L fund i s  t h a t  t h e  " p r i n c i p a l  o f  t h e  t r u s t  fund s h a l l  f o r e v e r  
remain i n v i o l a t e " ,  and i f  t h i s  i s  fol lowed t o  t h e  l e t t e r  of t h e  law,  you could  
n o t  i n v e s t  t l -esefunds  i n  p r i v a t e  c o r p o r a t i o n s .  I t  would be h a r d  t o  use  t h i s  
money s i n c e  t h e  p r u d e n t  man r u l e  would have t o  be  observed.  

M r .  Howeth a d v i s e d  t h a t  t h e r e  a r e  o v e r  60 d i f f e r e n t  funds  which a r e  s e q r e q a t e d  
s t a t u t o r i l y .  The p r i n c i p a l  i s  i n v e s t e d  and t h e  income goes d i r e c t l y  t o  t h e  
t r e a s u r e r  a s  cash  u n l e s s  o t h e r w i s e  earmarked -- t h i s  income goes i n t o  t h e  
g e n e r a l  fund  p o o l .  The q u e s t i o n  i s  whether  we s h o u l d  i n v e s t  i n  Montana o r  p u t  
t h e  i n t e r e s t  income back i n t o  t h a t  fund a l s o .  He a g r e e s ,  t h a t  t h e  fund s h o u l d  
b e  k e p t  a s  a  s e p a r a t e  fund w i t h  i n t e r e s t  t o  go back i n t o  t h e  g e n e r a l  fund. 
Something s h o u l d  be made a v a i l a b l e  f o r  t h e  p r e s e n t  and n o t  a l l  f o r  t h e  f u t u r e .  

Rep. Lee Tower sugges ted  t a k i n g  t h e  t r u s t  fund and s p r e a d i n g  i t  around Montana 
i n  banks t o  b e  loaned  i n  mortgages i n  Montana. There i s  a l r e a d y  $45 m i l l i o n  i n  
CDs i n  Montana banks o r  s a v i n g s  and l o a n s .  Sometimes banks w i l l  n o t  always buy 
CDs when t h e y  can g e t  money t o  r e l e n d  cheaper  e l sewhere .  
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Rep. L ien  adv i sed  t h a t  t h e r e  is  a  d i sc repancy  between b i l l s  going through t h e  
Taxa t ion  Committee and what i s  b e i n g  p r e s e n t e d  h e r e .  

M r .  Howeth f u r t h e r  a d v i s e d  t h a t  t h e  Board o f  Inves tments  can on ly  i n v e s t  i n  
h i g h  q u a l i t y  l o a n s  'because t h e r e  i s  no r e s e r v e  f o r  l o s s e s  and s o  q u a l i t y  h a s  
t o  be  t a k e n  i n t o  c o n s i d e r a t i o n  and adhered t o .  Thereby they  s h u t  themselves  
o u t  on a q u a l i t y  b a s i s  i n  many i n s t a n c e s .  

Rep. Waldron s a i d  t h e  problem i s ,  i f  we a r e  going t o  i n v e s t  i n  Montana, we a r e  
going t o  have t o  a c c e p t  a  h i g h  r i s k  and he  d o e s n ' t  b e l i e v e  t h e  Board o f  I n v e s t -  
ments i s  go ing  t o  b e  a b l e  t o  do t h i s .  

Rep. Fabrega f e e l s  s h o r t - t e r m  c a p i t a l  s h o u l d  b e  a v a i l a b l e  w i t h  o n l y  a  v e r y  
l i m i t e d  amount f o r  long-term inves tments .  

The mee t ing  ad journed  a t  1 1 : O O  a.m. 

/ 

REP. HERB HUENNEKENS, CHAIRMAN 

1 2~6. 
n e  L a h t i ,  S e c r e t a r y  




