
February 13, 1 981 

February 1 6 , 1981 

February 1 8, 1 9 81 

February 20, 1 981 

February 23, 1 981 

February 24, 1981 

February 25, 1981 

March 3, 1 9 81 

April 23, 1981 

House Bill 762 

In The House 

In The Senate 

Introduced and referred 
to Committee on Taxation. 

Fiscal note requested. 

Rereferred to Committee 
on Business and Industry. 

Fiscal note returned. 

Committee recommend bill 
do pass. 

Bill printed and placed 
on members' desks. 

Second reading do pass. 

On motion rules suspended 
and bill placed on third 
reading this day. 

Third reading passed. 

Introduced and referred 
to Committee on Taxation. 

Died in Committee. 



47th Legislature LC 07&8/01 

l 

z 

3 

4 

5 

5 

7 

;} 

9 

10 

11 

12 

13 

14 

15 

lt> 

11 

18 

17 

20 

21 

2Z 

23 

24 

25 
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INVEST~ENTS GF COAL TAX TRUST FUNDS IN M'JNTANA BANKS AND 

LENDING INSTITUTIONS wHICH HAVE A RECORD OF ADVANCING THE 

STABILITY AND DIVERSITY JF THE ~GNTANA ECCNQ~y.• 

3t: IT £(~ACTED 3Y THE LEGISLATURE Of THE STATE OF MONTANA: 

Section 1. Purpose. The c~ailability of capital from 

tanks and other lending institutions plays an im~ortJn~ role 

in deter~ining whether existin; ~ontana businesses will 

~xpaGd and grow 2~d whether nP~ ~usi;lesses wjll beqin 

C?erationo The availatility cf capi~al ~~erefore directly 

lffects the stability ard diversity of ~nntana•s economy and 

tha standard of living ot Montana•s citizens. The purpose of 

(this act] is to invest public funds in those ~ontana banks 

and lendinq institutions that have a history of 

str,:,nqthcning ~;ontana•s economy by investing in Montana 

businesses and to encourage other Montana banks and lendln~ 

inst.itutivns to begin making similar investments in 

rontana•s busin~sses. 

Section 2. Honey to be deposited in ~ontana baPks and 

lending institutions. One-fourth of the money collected each 

Qudrt£r t~at is to be deposited i~ the coal severance tax 
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trust fund under 15-35-108 may be used to purchase 1-year 

certificates of deposit from Montana banks and lending 

institutions, at an interest rate up to two points below the 

interest rate received on 1-year Unite~ States treasury 

bills as provided in [section 5]. 

Section 3. Department to invite bids. (lt Eac~ 

calendar quarter~ the department shall invite Montana banks 

and other Montana lending institutions to bid on the rate of 

return they will offer on 1-year deposits of coal severance 

tax money in their institutions. Each bid must ~lso contain 

the amount the bank or lending institution will accept, 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 retufn received on 1-year 

United States treasury bills as of the date of the bid 

invitation. 

(2) In addition, the bid must contain information as 

required by the department relating to the institution•s: 

(a) assets; 

(o) loans outstanding; 

(c) deposits; 

(d) loans outstanding made to Montana businesses; 

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

county, city, school di strict9 or other political 

subdivision of the state; 

~- I N T R 0 D U C E D B I l l 
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(f) revenue bonds of any countyy cityy or other 

political subdivision of the state; 

(q) interest-bearing warrants of the state or of any 

county 9 city, school district, or other political 

subdivision of the state; 

(h) obligations of housing authorities of the state; 

( i ) first mortgages and trust indentur~s on real 

property located in Montana; 

(j) bonds issued pursuant to Title 7, chapter 12, 

parts 21 and 41; 

(k) bonds issued pursuant to Title 90, chapter 6, 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 subfunds. (1} The 

~epartment shall divJde the banks bidding on the state money 

under [section 3) into not less than three categories, based 

on total assets. The department shall divide other lendin~ 

institutions bidding on the state money under [section 3] 

into one or more categories, 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 deposit. (1) The department shall rank each 
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bidder within each category. 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 

[section 6]. 

(2) With the money in each subfund, the board of 

investments shall purchase 1-year certificates of oeposit 

from institutions in the corresponding categories. The 

board of investments shall purchase the certificatas of 

deposit from the highest ranking institution or institutions 

within a particular category, then from the second highest 

ranking institution, or institutions and so on until the 

money in each subfund has been used. 

(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 subfund, the surplus money 

shall be shifted to the subfunds that are overbid. Any 

surplus money reaaining after all categories have been 

filled shall be invested at the discretion of the board of 

investments. 

Section 6. Oepart•ent to establish qualifying criteria 

points awarded to qualifying institutions. (1) The 

department shall adopt rules establishing a qualifying 

criterion based upon the ratio of the institution•s loan 

-4-



1 

2 

3 

4 

s 

6 

1 

8 

9 

10 

LC 0768/01 

portfolio invested in Montana to its total assets. An 

institution that does not meet the mini~um qualifying 

criterion may not participate in the program created by 

[this act]. 

(2) In addition to the criterion referred to in 

subsection (lh the department shall adopt rules 

establishing criteria for evaluation of a participating 

institution's lending portfolio. The rules shall establish a 

point 

aaded 

system 

to the 

whereby 

interest 

a premiu~ of up to two points may be 

rate bid by the institution 

11 participating in the program. The point system shall be 

12 designed to promote the purposes of [this ?.ct]o 

13 Section 1. legislative finding prudent man. The 

14 legislature finds that the funds invested by the board of 

15 investments in Montana banks and lending institutions under 

16 [this act] will contribute t3 the stability of Montana's 

17 economy. The state, as trustee for the people of Montana, 

18 must look to the needs of the people of Montana when it 

19 invests the funds it holds in trust. The legislature finds 

20 that the investments made under [this act] are the kinds of 

21 investments that men of prudence, discretion, and 

22 intelligence would exercise in the management of th2ir own 

23 affairs and that they are the kinds of investments the 

24 legislature contemplated when it enacted 17-6-201. 

25 Section a. Department defined. For purposes of [this 

-5-

1 

2 

3 

4 

5 

6 

7 

6 

LC 0768/01 

act]• "department" ~eans the department of commerce created 

by __ l'lll ll<o. __ (LC 1350]• 

Section 9· Coordination instruction. If ____ Bill No. 

[LC 1350] is not passed by the 47th legislature and 

approved by the governor, the definition of department in 

this act reads as follows: 

••department' means the department of community affairs 

created by 2-15-1101"• 

-End-

-6-
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STAT~ OF MONTANA 
REQUEST NO. 398-81 

FISCAL NOTE 

Form BD-15 

In compliance with a written request received Fe1:nna.ary le , 19 .31--- , there is hereby submitted a Fiscal Note 

for HOUSE BILL 762 pursuant to Chapter 53, Laws of Montana, 1965 ·Thirty-Ninth Legislative Assembly. 

Background information 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 Pr99ram Planning 

Date: £._ / "1.. I / f f 
~ 7 
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1 STATEMENT OF INTENT 

2 HOUSE Bill 762 

3 HOUSE BUSINESS AND INDUSTRY COMMITTEE 

~ 
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1 

It is the intent of the legislature in 

legislation that the depart~nt shall 

qualifying criterion for a lending 

enacting 

establish 

institution 

this 

the 

to 

8 participate in the program established by this act. The 

9 criterion will be based upon the ratio of the institution's 

10 loans to Montana businesses to its total assets. The purpose 

ll of the criterion is to insure that those institutions with 

12 low ratios will not gain the advantages of this program. 

13 In addition. the act requires the depart~nt to 

14 

15 

lb 

17 

18 

19 

20 

21 

establish criteria for evaluation of a participating 

institution's lending portfolio. The purpose of this 

evaluation is to encourage investeent by the lending 

institutions in such a way that the 

stabilized and strengthened. It is 

Montana econo~y 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 investments. 
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Approved by Committee 
on Business and Industry 

HOUSE BILL NO. 762 

INTRODUCED BY KEMMIS• VAN VALKENSURGo BENNETT• 

lllARAt OOZIERo McBRIOEt DUSSAULT, ASAYo WILLIAMS, 

R. HANNINGo OBERG, ROUSHo NllSONo QUILICI, SHONTZ 

A Bill FOR AN ACT ENTITLED: •AN ACT TO HAKE 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.• 

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

Section l• Purpose. The avai 1 abili.ty of capital from 

banks and other lending institutions plays an i•portant role 

in determining whether existing Montana businesses will 

expand and grow 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 1n 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· Honey to be deposited in Montana banks and 

HB 0762/0Z 

1 lending institutions. One-fourth of the .aney collected each 

2 quarter that is to be deposited in the coal severance tax 

3 trust fund under 15-35-108 nay be used to purchase 1-year 

4 certificates of deposit from Montana banks and lending 

5 institutions, at an interest rate up to two points below the 

6 interest rate ~eceived on 1-year United States treasury 

7 bills as provided in [sectton 5]. 

8 Section 3. Oepartment to invite bids. (1) Each 

9 calendar quarter, the department shall invite "ontana banks 

10 and other Montana lending institutions· to bid on the rate of 

11 return they will offer on 1-year deposits of coal severance 

12 tax money in their institutions. Each bid must also contain 

l3 the amount the bank or lending institution will accept, and 

14 that amount nay not exceed 10% of the institution's total 

15 assets. The rate of return in the bid may not be less than 

16 two points lower than the rate of return received on 1-year 

11 United States treasury bills as of the date of the b1d 

18 invitation. 

19 (2) In addition, the bid must contain information as 

20 required by the departsent relating to the institution's: 

21 fa) assets; 

22 fb) loans outstanding; 

23 (c) deposits; 

24 fd) loans outstanding made to Kontana businesses; 

25 (e) general obligation bonds of the state or of any 

-2- HB 762 
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count yo city. school district. or 

subdivision of the state; 

(f) revenue bonds of any countyo 

political subdivision of the state; 

HB 0762/02 

other political 

cityt or other 

Cgl interest-bearing ~arrants 

county. city, school district. 

subdivision of the state; 

of the state or of any 

or other political 

(h) obligations of housing authorities of the state; 

fil first mortgages and trust indentures on real 

property located in Montana; 

(j) bonds issued pursuant to Title 7, chapter 12o 

parts 21 and l'tl; 

Ckl bonds issued pursuant to Title 90o chapter 6o part 

1; and 

(I} revenue bonds issued by any unit of the university 

system of the state of Montana. 

Section l't. Hooey to be divided into subfunds. (l) The 

departeent shall divide the banks bidding on the state money 

under [section lJ into not less than three categories, based 

on total assets. The department shall divide other lending 

institutions bidding on the state money under [section 3] 

into one or more categories. based on total assets. 

(2) The depart.ent shall divide the Maney available 

for deposit under [section 2] into as aany equal subfunds as 

there are categories under subsection (1)• 

-3- HB 762 
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Section 5. Ranking institutions -- purchase of 

certificates of deposit. (1) The department shall rank each 

bidder ~ithin each category. 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 

(sect ion 6 ]• 

{2) With the ~ney in each subfundo the board of 

investments shall purchase 1-year certificates of deposit 

from institutions in the corresponding categories. The 

board of investMents shall purchase the certificates of 

deposit from the highest ranking institution or institutions 

within a particular category, then fro• the second highest 

ranking institution. or institutions and so on until the 

money in each subfund has been used. 

(3) If the board of investments has purchased a 

certificate of deposit fro• each institution in a category 

for either the maximuM amount or the a•ount bid and there is 

still money in the category•s subfundo the surplus •oney 

shall be shifted to the subfunds that are overbid. Any 

surplus money re~ining after all categories have been 

filled sha 1 t be invested at the discretion of the board of 

investments. 

Section 6. Oepart-.nt to establish qualifying criteria 

points awarded to qualifying institutions. (l) The 

-It- HB 762 
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depart-nt shan adopt rules establishing a qual i tying 

criterion based upon the ratio of the institution's loan 

portfo1 io invested in l'lontana to its total assets. An 

institution that does not -et the miniraum qualifying 

criterion may not participate in the program created by 

[this act]• 

121 In addition to the criterion referred to in 

subsection 11). the depart~t shall adopt rules 

establishing criteria for evaluation of a participating 

institution's lending portfolio• The rules shall establish a 

point system -hereby a premium of up to tNO points may be 

added to the interest rate bid by the institution 

13 participating in the program. The point system shall be 

14 designed to promote the purposes of [this act]. 

15 Section 7. legislative finding prudent aan. The 

16 legislature finds that the funds invested by the board of 

17 investments in Montana banks and lending institutions under 

18 [this act] will contribute to the stability of Montana's 

19 economy. The state, as trustee for the people of l'lontana, 

20 must look to the needs of the people of Montana when it 

21 invests the funds it holds in trust. The legislature finds 

22 that the investments made under [this act] are the kinds of 

23 investments that ooen of prudence, discretion, and 

24 intelligence would exercise in the aanagement of their own 

25 affairs and that they are the kinds of investaents the 
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legislature conte~aplated -hen it enacted 17-6-2(}1. 

Section a. Depart-nt defined• for purposes of (this 

act]• "depart.ent" means the depart•ent of commerce created 

by Bill No. __ [t.C 1350]. 

Section 9. Coordination instruction. If Bi 11 No. 

[LC 1350] is not passed by the 47th legislature and 

approved by the governor• the definition of department in 

this act reads as follows: 

""departMent• means the department of co .. unity affairs 

created by 2-15-1101"• 

-End-

-6- HB 762 
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1 STATEMENT OF INTENT 

2 HOUSE Bill 762 

3 HOUSE BUSINESS AND INDUSTRY COMMITTEE 

4 

5 It is the intent of the legislature in enacting this 

b legislation that the department shall establish the 

1 qualtfying criterion for a lend1ng tnstitution to 

8 participate in the program established by this act. The 

9 criterion will be based upon the ratio of the institution•s 

tO loans to Montana businesses to its total assets. The purpose 

11 of the criterion is to insure that those institutions with 

12 low ratios will not gain the advantages of this program. 

13 In addition. the act requires the department to 

14 establish criteria for evaluation of a participating 

15 institution's lending portfolio. The purpose of this 

lb evaluation is to encourage invest.ant by the lending 

17 institutions in such a way that the Montana econo•y is 

18 stabilized and strengthened. It is the purpose of these 

19 criteria to guarantee that the p~b1ic funds being invested 

20 will be directed to those institutions with the best record 

21 of making such investments. 



47th legislature HS 0762/0Z 

l 

2 

3 

4 

5 

6 

7 

8 

9 

10 

ll 

12 

13 

14 

15 

16 

17 

18 

19 

20 

ll 

22 

23 

24 

25 

HOUSE Bill NO. 762 

INTRODUCED BY KEMMISt VAN VAlKENBURGo BENNETT, 

AllARAt OOliERt McBRIOEt DUSSAULT, ASAYt WILLIAMS, 

R. MANNING, OBERG, ROUSH, NILSON, QUILICI, SHONTZ 

A BILL FOR AN ACT ENTITLED: •AN ACT TO MAKE SHORT-TERM 

INVESTNENTS OF COAL TAX TRUST FUNDS IN MONTANA BANKS AND 

LENDING INSTITUTIONS WHICH HAVE A RECORD OF ADVANCING THE 

STABiliTY ANU DIVERSITY OF THE MONTANA ECONOMY.• 

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

Section 1. Purpose. The availability of capital from 

banks ana other leoding institutions plays an iMportant role 

in deterMining whether existing Montana businesses will 

expand and grow and whether new businesses will begin 

operation. The availability of capital therefore directly 

affects the stability and diversity of Montana's econo•y and 

the standard of 1 iving of Montana's citizens. The purpose of 

[this act] is to invest public funds an 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 

inr.titutions to begin •aking siMilar investments an 

Montana's businesses. 

Section 2. Money to be deposited in Montana banks and 
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lending inr.titutions. One-fourth of the .aney collected each 

quarter that is to be deposited in the coal severance tax 

trust fund under 15-35-108 may be used to purchase 1-year 

certificates of deposit fro• Montana banks and lending 

institutions. at an interest rate up to two points below the 

interest rate received on 1-year United States treasury 

bills as provided in [section 5)• 

Section 3. Oepart~nt to invite bids. (1) Each 

calendar quartero the depart•ent shall invite Montana banks 

and other Montana lending institutions to bid on the rate of 

return they will offer on 1-year deposits of coal severance 

tax money in their institutions. Each bid •ust also contain 

the amount the bank or lending institution will accepto and 

that amount •ay not exceed 10% of the institution•s total 

assets. The rate of return in the bid •ay not be less than 

two points lower than the rate of return received on 1-year 

United States treasury bills as of the date of the bid 

invitation. 

(2} In addition, the bid .ust contain information as 

required by the depart.ant relating to the institution's: 

(a) assets; 

(b) loans outstanding; 

(C) 

{d) 

(e) 

deposits; 

loans outstanding Rade to Montana businesses; 

general obligation bonds of the state or of any 

-2- HB 762 
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count yo ci tyo school district, Of" other political 

subdivision of the state; 

(f) revenue bonds of any county, cityo or other 

political subdivision of the state; 

(g) interest-bearing Narrants 

county, cityo school district. 

subdivision of the state; 

of the state or of any 

or other political 

(h) obligations of housing authorities of the state; 

(i) first mortgages and trust indentures on real 

property located in Montana; 

(j) bonds issued pursuant to Title 7o chapter 12o 

parts 21 and 41; 

(kt bonds issued pursuant to Title 90o chapter 6o part 

1; and 

(I) revenue bonds issued by any unit of the university 

system of the state of Montana. 

Section 4. Honey to be divided into subfunds. (lJ The 

depart~nt shall divide the banks bidding on the state ~oney 

under [section 3] into not less than three categories, based 

on total assets. The depart•ent shall divide other lending 

insti'tiiions 'biddtng on thet..state .aney under [section 3] 

into one or more categories, based on total assets. 

(2) The depart~~ent shall divide the 1110ney available 

for deposit under {section 2] into as .any equal subfunds as 

there are categories under subsection {1). 
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Section 5. Ranking i nsti tut ions -- purchase of 

certificates of deposit. Clt The depart•ent shall rank each 

bidder within each category. The ranking shall be based on 

the sum of: 

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

(b) the points awarded by the depart~nt under 

[sect ion 6 )• 

(2) With the ~ney in each subfundo the board of 

investments shall purchase 1-year certificates of deposit 

fro• institutions in the corresponding categories. The 

board of invest-nts shall· purchase the certificates of 

deposit fro~ the highest ranking institution or institutions 

within a particular catego~y 9 then froe the second highest 

~anking institution, or institutions and so on until the 

Money in each subfund has been used. 

{3t If the board of invest~nts has purchased a 

ce~tificate of deposit from each institution in a category 

fo~ either the maxi•u• a-aunt or the a•ount bid and there is 

still .aney in the category•s subfundo the surplus •oney 

shall be shifted to the subfunds that are overbid. Any 

surplus .aney re~ining after all categories have been 

filled shaH be invested at the discretion of the board of 

invest~~~ents. 

Section 6. Oepart-.nt to establish qualifying criteria 

points awarded to qualifying institutions. {1t The 

-4- H8 762 
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departiiiE!nt shall adopt rules establ i sh&ng a qualifying 

criterion based upon the ratio of the institution's loan 

portfolio invested in Montana to its total assets. An 

institution that does not aeet the •ani...,m qualifying 

criterion may not participate in the progra111 created by 

[this act]. 

(21 In addition to the criterion referred to in 

subsection Uh the departaent shall adopt rules 

establishing criteria for evaluation of a participating 

institution's lending portfolio. The rules shall establish a 

point system whereby a premiu• of up to two points 111ay be 

added to the interest rate bid by the institution 

13 participating in the progra•• The point systelll shall be 

14 designed to promote the purposes of [this act]. 

15 Section 7. legislative finding prudent .an. The 

16 legislature finds that the funds invested by the board of 

17 Investments in Montana banks and lending institutions under 

18 [this act} will contribute to the stability of Montana•s 

19 econ0111yo The state. as trustee for the people of Montana. 

20 must look to the needs of the people of Montana when it 

21 invests the funds it holds in trust. The legislature finds 

22 that the investments made under [this act] are the kinds of 

23 investments that on en of prudence, discretion. and 

24 intel11gence would exercise in the 111anage~aent of their own 

2'; affairs and that they are the kinds of investaents the 
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legislature conte111plated when it enacted 17-6-201. 

Section e. Oepartaent defined. for purposes of [this 

act]• *departMent• means the depart111ent of co•merce created 

by Bill No. __ [LC 1350}• 

Section 9. Coordination instruction. If Bill No. 

(LC 13SO] is not passed by the 47th legislature and 

approved by the governor, the definition of department in 

this act reads as follows: 

"'d~part~nt• means the department of co111111unity affairs 

created by 2-15-1101"• 

-End-
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