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A SILL FOR AN AC
INVESTMENTS GF COAL TAX TRUST FUNDS IN MONTANA BANKS AND
LENDING INSTITUTIONS WHICH HAVE A RECORD OFf ADVANCING THE

STASILITY AND DIVERSITY OF THE MONTANA ECCNOMY.®

3¢ IT ENACTED BY THE LEGISLATURT OF THE STATE OF MONTANAS

Section le Purposes The <vailability of capital from
tanks and cther lending institutions plays an importint rcle
in detarmining whether existin; Montana businesscs will
expand and grow :=nd whether new Dusinesses will begin
cperationes The availatility of capital *herefore directly
iffects the stability ard diversity of *“entana's ecenomy and
tin2 standard of YTiving of Montana's citizens. Th= purpose of
{this act] is to invest public funds in thoss Maontana banks
and lending institutions that have a history of
strengthening #Sontana's economy by investing in #ontana
tusinessas and to encourage other Montana banks and 1lending
institutions to begin making similar investmants in
Mentana's businassese

Section 2+ Money to be deposited in HMontana banks and
lending institutionss One-fourth of the money collected each

guarter that is +to te deposited in the coal! severance tax
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trust fund under 15-35-108 may be used to purchase 1l-year
certificates of deposit from Montana banks and lending
institutionsy at an interest rate up to two points below the
interest rate received on lI-year United States treasury
bills as provided in [section 5]e

Section 3. Department to invite bidss {1} €Each
calendar quarters the department shall invite Montana banks
and other Montana lending institutions to bid on the rate of
return they will offer on l-year deposits of coal severance
tax money in their institutionse Each bid must alsc contain
the amcunt the bank or lending institution will accepts and
that amount may not exceed 10% of the institution®s total
assetses The rate of return in the bid may not be Tess +than
two points Tower than the rate of return received on l-year
United States treasury bills as of the date of the bicd
invitations

{2) In additions the bid must contain information as
requirted by the department relating to the institution®s:

{a) assets;

(o) Toans ocutstanding;

{c) dJdeposits;

{d)} locans ocutstanding made to Montana businessas;

{e) general obligation bonds of the state or eof any
countys citys school districte or other political

subdivision of the statej

-2~ INTRODUCED BILL
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(f) revenue bonds of any countysy <citys or other
political subdivision of the state;

{9) interest-bearing warrants of the state or of any
countys Cityy school districty or other political
subdivision of the state;

{h) obligations of housing avthorities of the state;

(i) first mortgages and +trust indentures on real
property located in Montanajg

{j}) bonds issued pursuant to Title 7Ts chapter 12,
parts 21 and &l;

{k) bonds issued pursuant to Title 90es chapter &y part
1; and

{1} revenue bonds issued by any unit of the university
system of the state of Montana.

Section 4« Money to be divided into subfundse (1} The
department shall divide the banks bidding on the state money
under [section 3] into not less than three categoriess based
on total assetss The department shall divide other lending
institutions bidding on the state money under {section 3]
intoc one or more categoriess based on total assets.

{2) The department shall divide the money available
for deposit under [section 2] into as many equal subfunds as
there are categories under subsection (1).

Section 5« Ranking institutions -— purchase of

certificates of deposite (1) The department shall rank each
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bidder within each categorye. The ranking shall be based on
the sum of:

{a) the rate bid under [section 3}; and

{b) the points awarded by the department under
Isection 67

{2) With the money in each subfunds the board of
investments shall purchase l-year certificates of deposit
from institutions in the corresponding categoriese The
board of investments shall purchase the certificetas cof
deposit from the highest ranking institution or institutions
within a particular categorys then from the ssecond highest
ranking institutions or institutions and so on until the
money in each subfund has been useda.

(3} If the board of investments has purchased a
certificate of deposit from each institution in a category
for either the maximum amount or the amount bid and there is
still money in the category®s subfunds the surplus money
shall be shifted to the subfunds that are overbide. Any
surplus money remaining after all categories have been
filled shall be invested at the discretion of the board of
investmentss

Section 6. Department to establish qualifying criteria
-- points awarded to qualifying institutionse. (1} The
department shall adopt rules establishing a qualifying

criterion based upon the ratio of the institution®s 3loan
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portfolico invested in Montana to its total assetse An
institution that does not meet the minimum qualifying
criterion may not participate in the program created by
{this act]e

{2) In addition to the criterion referred to in
subsection (1) the department shall adopt rules
establishing criteria for evaluation of a pérticipating
institution's lending portfolioe. The rules shall establish a
point system whereby a premium of up to two points may be
added to the interest rate »5id by the institution
participating in the programe The point system shall be
designed to promote the purposes of fthis actie

Section Te Legislative finding -- orudent mane The
legisiature finds that the funds invested by the board of
investments in Montana banks and lending institutions wunder
[this act]l will contribute to the stability of Montana's
economye The states as trustee for the people of Hontanas
must look to +the needs of the people of Montana when it
invests the funds it holds in truste The Tlegislature finds
that the investments made under [this act] are the kinds of
investments that men of prudences discretiony and
inteiligence would exercise in the management of their own
affairs and that they are the Kkinds of investments the
legislature contemplated when it enacted 17-6—-201.

Section 8« Department defineds For purposes of [this

-5~
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act]s “department™ means the department of commerce created

by —___. Bill Noe [LC 13507

Section 9« Coordination instructione If ____ 8i11 Noe
——_ [LC 13501 is not passed by the 47th leqislature and
approved by the governore the definition of department in
this act reads as follows:

®tdepartment® means the department of community affairs

created by 2-15-1101%.

—€nd-
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STATE OF MONTANA

\ REQUEST NO...398-81
"FISCAL NOTE

Form BD-15

" In compliance with a written request received — February- 16—, 19 81 , there is hereby submitted a Fiscal Note
- for __HOUSE BILIL 762 pursuant to Chapter 53, Laws of Montana, 1965 - THirty-Ninth Legislative Assembly.

Background informétion used in developing this Fiscal Note is available from the Office of Budget and Program Planning, to members
. of the Legislature upon request, '

DESCRIPTION

An act to make short-term investments of coal tax trust funds in Montana banks and
lending institutions which have a record of advancing the stability and diversity of
the Montana economy.

-FISCAL IMPACT

The fiscal impact of the proposed legislation cannot be estimated. Projected income from
the coal tax trust fund amounts to $10.7 million in FY 82 and $17.4 million in FY 83.
'The certificates of deposits offered by Montana financial institutions should offer a

lower rate of return than normal coal trust fund investments, thus decreasing the
income.

PREPARED BY THE DEPARTMENT OF REVENUE

BUDGET DIRECTOR
Office of Budget and Program Planning
Date: 7-—/ k= '// Al
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STATEMENT OF INTENT
HOUSE BILL 762

HOUSE BUSINESS AND INDUSTRY COMMITTEE

It is the intent of the legislature in enacting this
legislation that the department shall establish the
qualifying criterion for a lending institution Lo
participate in the program estabiished by this act. The
criterion will be based upon the ratio of the institution's
focans to Montana businesses to its total assetse. The purpose
of the criterion is to insure that those institutions with
low ratios will not gain the advantages of this programe

In additions the act requires the department to
establish criteria for evaluation of a participating
institution®s Jlending portfolioce The purpose of this
evaluation is to encourage investment by the lending
institutions in such a way that the HMontana economy S
stabilized and strengtheneds [t is the purpose of these
criteria to guarantee that the public funds being invested
will be directed to those institutions with the best record

of making such investmentsas
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Approved by Committee

on Business and Industry

HOUSE BILL NO. 762
INTRODUCED BY KEMMISs VAN VALKENBURGy BENNETT,
AZZARAy DOZIERs McBRIDEy DUSSAULTs ASAY, WILLIAMS,

Re MANNINGes OBERGe ROUSHs NILSONy QUILICIs SHONTZ

A BItL FOR AN ACT ENTITLED: "AN ACT TO MAKE SHORT-TERM
INVESTMENTS OF COAL TAX TRUST FUNDS IN MONTANA BANKS AND
LENDING INSTITUTIONS WHICH HAVE A RECORD OF ADVANCING THE

STABILITY AND OIYERSITY OF THE MONTANA ECONOMY.™

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

Section le Purposee. The availability of capital from
banks and other lending institutions plays an important role
in determining whether existing Montana businesses will
expand and gqrow and whether new businesses will begin
operation. The availability of capital therefore directly
affects the stability and diversity of Montana's economy and
the standard of living of Montana's citizens. The purpose of
[this act}] is to invest public funds in those Montana banks
and ‘lending institutions that have a history of
strengthening Montana®s economy by investing in Montana
businesses and to encourage other Montana banks and lending
institutions to begin making similar investments in
Montana's businesses.

Section 2. Money to be deposited in Montana banks and
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lending institutions. One-fourth of the money collected each
quarter that is to be deposited in the coal severance tax
trust fund under 15-35-108 may be used to purchase l-year
certificates of deposit from Montana banks and lending
institutionss at an interest rate up to two points below the
interest rate received on l-year United 3States treasury
bills as provided in [section 5].

Section 3. Department to invite bidse (1) Each
calendar quarter,y the department shall invite Montana banks
and other Montana lending institutions to bid on the rate of
return they will offer on l-year deposits of coal severance
tax money in their institutions. Each bid must also contain
the amount the bank or lending institution will accepts and
that amount may not exceed 10% of the institution's total
assets. The rate of return in the bid may not be less than
two points lower than the rate of return received on l-year
United States treasury bills as of the date of the bid
invitations

{2) In additions the bid must contain information as
required by the department relating to the institution®s:

{a) assets;

{b) loans outstanding;

(c) deposits;

{d} 1loans outstanding made to Montana businesses;

fe) general obligation bonds of the state or of any
-2 HB 762
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countys citys school districts or other political
subdivision of the state;

(f) revenue bonds of any countys <citys or other
political subdivision of the state;

(g) interest-bearing warrants of the state or of any
countys Ccitys school districts or other palitical
subdivision of the state;

{h} obligations of housing authorities of the state;

{i) first wmortgages and trust indentures on real
property located in Montanaj;

{j) bonds issued pursvant to Title 7+ chapter 12,
parts 21 and &1;

(k) bonds issued pursuant to Title 90y chapter 6s part
1; and

(Y} revenue bonds issued by any unit of the university
system of the state of Montanae.

Section 4. Money to be divided into subfundse (1) The
department shall divide the banks bidding on the state money
under [section 3} into not less than three categoriess based
on total assets. The department shall divide other lending
institutions bidding on the state money under {section 3]
into one or more categoriess based on total assets.

{2} The department shall divide the money avaijlable
for deposit under [Section 2] into as many equal subfunds as

there are categories under subsection {l)e

-3~ HB 762
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Section 5. Ranking institutions - purchase of
certificates of deposite {1) The department shall rank each
bidder within each cetegorye The ranking shall be based on
the sum of:

{a} the rate bid under {section 1); and

(b} the points awarded by the department under
{section 6]a

{2) With the money in each subfunde the board of
investments shall purchase 1-year certificates of deposit
from institutions in the corresponding categoriese The
board of investments shall purchase the certificates of
deposit from the highest ranking institution or institutions
within a particular categorys then from the second highest
ranking institutions or institutions and 50 on until the
money in each subfund has been useds

(3) If the board of investments has purchased a
certificate of deposit from each institution in a8 category
for either the maximum amount or the amount bid and there is
still money in the category®s subfunde the surplus money
shall be shifted to the subfunds that are overbide Any
surplus money remaining after all categories have been
filled shall be invested at the discretion of the board of
investments.

Section 6. Department to establish qualifying criteria

— points awarded to qualifying institutionse (1) The

4 HB 762
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department shall adopt rules establishing a qualifying
criterion based upon the ratio of the institution®s loan
portfolio invested in Montana to its total assetse An
institution that does not meet the ainimum qualifying
criterion may not participate in the program created by
[this act].

t2) In addition to the criterion referred to in
subsection (1) the department shall adopt rules
establishing criteria for evaluation of a participating
institution®s lending portfolios The rules shall establish a
point system whereby a premium of up t0o two points may be
added to the interest rate bid by the institution
participating in the programe The point system shall be
designed to promote the purposes of [this act]e.

Section 7. tegislative finding -- prudent man. The
tegislature finds that the funds invested by the board of
investments in Montana banks and lending institutions under
[this act] will contribute to the stability of Montana's
economys The states as trustee for the people of Montanas
must look to the needs of the people of Montana when it
invests the funds it holds in truste The legislature finds
that the investments made under [this act] are the kinds of
investments that men of prudences discretions and
intelligence would exercise in the management of their own

affairs and that they are the kinds of investments the

—5- HB 762
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legislature contemplated when it enacted 17-6-20l.
Section B. Department definede For purposes of [ this
act}s “department™ means the department of commerce created

by 8ill Noe _ [tC 1350].

Section 9. Coordination instruction. If ____ Bill No.
___ furc 1350] is not passed by the 47th legistature and
approved by the governors the definition of department in
this act reads as follows:

"t'department® means the department of community affairs

created by 2-15-1101".

-Endg—
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STATEMENT OF INTENT
HOUSE BILL 762

HOUSE BUSINESS AND INDUSTRY COMMITTEE

It is the intent of the legislature in enacting this
legislation that the department shall establish the
qual:fying criterion for a lending institution to
participate in the program established by this acte The
criterion will be based upon the ratio of the institution's
loans to Montana businesses to its total assets. The purpose
of the criterion is to insure that those institutions with
tow ratios will not gain the advantages of this programe

In additions the act .requires the department to
establish criteria for evaluation of a participating
institution®s lending portfelio. The purpose of this
evaluation is to encourage investment by the lending
institutions in such a way that the Montana economy is
stabitized and strengtheneds It is the purpose of these
criteria to guarantee that the public funds being invested
will be directed to those institutions with the best record

of making such investmentse.
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HOUSE BILL NO« 762
INTRODUCED BY KEMMISs VAN VALKENBURGs BENNETT,
AZZARAsy DOZIERs McBRIDE» DUSSAULT. ASAYy WILLIAMS,

Re MANNINGy DBERGs ROUSHs NILSONe QUILICI, SHONTZ

A BILL FOR AN ACT ENTITLED: AN ACT TO MAKE SHORT-TERM
INVESTMENTS OF COAL TAX TRUST FUNDS IN MONTANA BANKS AND
LENDING INSYITUTIONS WHICH HAVE A RECORD OF ADVANCING THE

STABILITY AND DIVERSITY OF THE MONTANA ECONOMY.®

BE IT ENACTED 3Y THE LEGISLATURE OF THE STATE OF MONTANA:

Section 1.« Purpose. The avaitability of capital from
banks and other lending institutioas plays an important role
in determining whether existing Montana businesses will
expand and grow and whether new businesses will begin
operationes The availability of capital therefore directly
affects the stability and diversity of Montana's economy and
the standard of living of Montana®s citizens. The purpose of
[this act} is to invest public funds in those Montana banks
and lending institutions that have a history of
strengthening Montana®s economy by investing in Montana
businesses and to encourage other Montana banks and lending
institutions to beqgin making similar investments in
Montana's businessese.

Section 2. Money to be deposited in Montana banks and

10
11
12
13
14
15
i6
17
18
19
20
21
22
23
24

25

HB 0762702

lending institutions. One-fourth of the money collected each
quarter that is to be deposited in the coal severance tax
trust fund under 15-35-108 may be used to purchase Il-year
certificotes of deposit from Montana banks and lending
institutionse at an interest rate up to two points below the
interest rate received on l-year United States treasury
bills as provided in [section S]e

Section 3. Oepartment to invite bidse (1) Each
calendar quarters the department shall invite Montana banks
and other Montana lending institutions to bid on the rate of
return they will offer on l-year deposits of coal severance
tax money in their institutions. E£ach bid must also contain
the amount the bank or lending institution will accepty and
that amount may not exceed 10X of the institution's total
assetss The rate of return in the bid may not be less than
two points lower than the rate of return received on l-year
United States treasury bills as of the date of the bid
invitations

{2} In additions the bid must contain information as
required by the department relating to the institution®s:

{a) assets;

{by 1loans outstanding;

{c) deposits;

{d) 1loans outstanding made to Montana businesses;

{e) general obligation bonds of the state or of any

P HB 762
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countys cCitye schoo]l districty or other political
subdivision of the state;

(f} revenue bonds of any countys citysy or other
political subdivision of the state;

(g} interest-bearing warrants of the state or of any
countys Citys schoot district, or other political
subdivision of the state;

{h) obligations of housing authorities of the state;

(i) first wmortgages and trust indentures on real
property located in Montana;

{j} bonds issued pursuant to Title T+ chapter 12,
parts 21 and 41;

{k} bonds issued pursuant to Title 90s chapter 6s part
1: and

(1) revenue bonds issued by any unit of the university
system of the state of Montanae

Section 4. Money to be divided into subfundse. (1) The
department shall divide the banks bidding on the state money
under {section 3] into not less than three categoriess based
on total assets. The department shall divide other lending
instititions bidding on thdustate money under [section 3]
into one or more categotieSc‘based on total assetse

{2} The department shall divide the money available
for deposit under [section 2] into as many equal subfunds as

there are categories under subsection {l)e

-3~ HB T62
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Section S5« Ranking institutions - purchase of
certificates of deposite (1} The departaent shall rank each
bidder within each categorye. The ranking shal) be based an
the sum of:

{a) the rate bid under [section 3]; and

(b} the points awarded by the department under
[section 6]

{2) With the money in each subfunds the board of
investments shall purchase 1-year certificates of deposit
from institutions in the corresponding categoriese The
board of investments shall- purchase the certificates of
deposit from the highest ranking institution or institutions
within a particular categorys then from the second highest
ranking institutions or iastitutions aad so on until the
money in each subfund has been usede.

{3} If the board of investments has purchased a
certificate of deposit from each institution in a category
for either the maximum amount or the amount bid and there is
stiTl money in the category®s subfunds the surplus wmoney
shall be shifted to the subfunds that are overbide Any
surplus money remaining after all categories have been
filled shall be invested at the discretion of the board of
investments.

Section 6. Department to establish qualifying criteria

- paints awarded to qualifying institutionse {1} The

-y HB 762
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department shall adopt rules establishing a qualifying
criterion based upon the ratio of the institution's 1loan
portfolio invested in Montana to its total assetse. An
institution that does not wmeet the winimum qualifying
criterion may not participate in the prograa created by
[this act]e

{2) In addition to the criterion referred to in
subsection 1) the depar tment shall adopt rules
estabtishing criteria for evaluation of 4 participating
institution®s lending portfolio. The rules shall establish a
point system whereby a premium of up to two peoints may be
added to the interest rate bLid by the institution
participating in the programe The point system shall be
designad to promote the purposes of [this act].

Section T+ Legislative finding -~ prudent man. The
legislature finds that the funds invested by the board of
investments in Montana banks and lending institutions under
{this act] will contribute to the stability of Montana’s
economye The states as trustee for the people of Montanas
must look to the needs of the people of Montana when it
invests the funds it holds in truste The legislature Fingds
that the investments made under {this act] are the kinds of
investments that men of prudences discretions and
intetligence would exercise in the management of their own

affairs and that they are the kinds of investments the
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Tegislature contemplated when it enacted 17-6-201.

Section 8. Department defineds For purposes of [ this
act]s “department™ means the department of commerce created
by ____ Bil} Noe ____ [LC 1350]a

Section 9. Coordination instruction. If ____ Bill No.
——_{uwc 1350] is not passed by the 47th legislature and
approved by the governors the definition of department in
this act reads as follows:

"sdepartment® means the department of cosmunity affairs

created by 2-15-1101".

-End-
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