HOUSE BILL NO. 12

Ist Special Session

Introduced and Referred to Committee on Local Government:
11/18/81
Hearing: 11/18/81
Report: 11/20/81, Do Not Pass
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1 _O%E gnowee _1z SRTPECTOUX
2z INTRODUCED BY :;@% Jfisefe e JFE L

3

4 A SILL FOR AN ACT ENTITLED: ®™AN ACT TO PROVIDE FOR A METHGD
S OF PREVENTING COUNTY POOR FUND CASH-FLOW PROBLEMS THROUGH
6 THE CURRENT DIENNIUM 8Y DIRECTING THE STATE BOARD O©OF
T INVESTMENTS TO PURCHASE COUNTY POUR FUND WARRANTS AT 6
a PERCENT IF CERTAIN CRITERIA ARE MET; PROVIDING A METHUD OF
9 AREDEMPTION OF SUCH WARRANTS; CONFORMING EXISTING LAW
10 RELATING TO PUBLIL IMVESTMENTS AND PUBLIC ASSISTANCE TC
11 ALLOW FOR SUCH PURCHASE, COUNTY RECEMPTIONy AND COUNTY
12 ABILITY TO REPAY SUCH WARRAMTS; AMENDING SECTIONS 17-6-201
13 0 53-2-3234 MCA; AND PROVIOING AN IMMEDIATE EFFECTIVE DATE
is AN A TERMINATION DATE."™

1%

16 WHEREASy the Board of Investments invests money for the
17 State of Montana and the interest income of the Short Term
18 Investment Pool goes to the general Ffund and is thus
19 available for appropriation; and

20 WHEREASs the Legislatures by directing the wsoard of
21 Investments to invest in county poor fund warrants as
22 provided in this act at the rate of 6%+ could appropriate
23 funds to the Bopard of Investments to cover the Tlost
2% opportunity of investing in higher yield investments; but so
25 doing would be contrary to the public good by requiring as

N

W

10
11
12
13
1%
15
16
17
i8
19
20
21
2z
23
24
25

LC 012170}

administrative overhead the transfer of interest income from
the Short Term Investment Pool to the general fund and then
back to the Board of Investments to use in the Short Terms
Investment Pool; and

WHEREASy the Legislature recognizes that subsidizing a
higher return on such warrants by the use of form over
substance is not proper fiscal management; and

WHEREASy to encourage sound fiscal aanagement and to
provide a proper atmosphere for the State to comply with
sectians 12 and 13, Article V¥IIls of the Montana
Constitutions = proper segregation of funds Involved with
State purchase of county poor fund warrants purswant to this
act as a separate accounting entity is pecessary to properly
develop a Jlong~term solution to the present crisis by
providing:

(1) the proper management tool to strictly track
county funds necessary for legislation to comply with the
mandate of section 3(3)s Article XIly of the Montana
Constitution during future legislative sessions;

(2} a manmer for ascertaining the costs involved in
the forbearance of higher investwent yields; and

{3) the exact amount of cash for counties to overcome
the oresent cash-flow crisis with cash lent at a reasonable
rate of interest rather than ufth appropriated cashe

THEREFOREy from the perspective of the State as a

INTRODUCED BILL
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wholey the lLegislature has determined that the investment of
money In county poor fund warrants as provided in this act

is a prudent investment of state funds.

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

NEY SECTION. Section 1. State purchase of county poor
fund warrantse (1} (3a) A county may apply for state
purchase of poor fund warrants to fund county general
assistance and county medical assistance programs if the
county has dapleted all funds available to the county poor
funds The warrants to be so0ld to the state shall be of an
amount sufficient +to fund anticipated county poor fund
expenses for the wmonth following sale plus the amount
necessary for the redemption of any outstanding warrants
that were registered for proper county general assistance
and medical assistance pUrposese

{b} (i) The county is eligible for state purchase of
its poor fund warrants if and only if the following criteria
are met and the county governing body certifies to the
governor that they are met:

(A} all income collected and available to the county
poor fund has been depleted;

{B) the county has complied with all reguirements of
law for registration of warrants; and

(C}) the county by selling warrants to the state will
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gain no advantage other than availing the county of an
interest rate for the sale of the Wwarraats that is lower
than it could otherwise obtaine

(ii) The county shall allow and cooperate in an audit
of the county poor fund by the department of administration
to determine compliante with the criteria pravided for in
subsection (1){b) (i) and shall include in its certification
a statement that it will comply with this subsection
{1)(b}{ii).

{2) Upon receipt of a certification uader subsection
{1}+ the governor $hall direct the hocard of investments to
purchase county poor fund warrants of the certified countys
The county may use the proceeds of warrants purchased by the
state only for county general assistance and county medical
assistance programs as prescribed by rules adopted by the
department of social and rehabilitation services under
subsection (6)e

{(3) Each certification provided for in subsection (2)
expires the next November 30 or May 31y whichever comes
first following the date of certification.

{4) The department of administration may audit county
poor funds:

(a} to determine whether the ¢riteria establisned by
this section have been met; and

{b) to determine if the proceeas of warrants scld to
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the state have been used only for county general assistance
and county medical assistance as defined by rules adopted by
the department of social and rehabilitation servicese
Redemption of registered warrants for proper expenses of
county general assistance and medical assistance are a
proper use of the proceeds of the sale of poor fund warrants
to the statea

{5) (a) The county poor fund warrants purchased by the
state shall bear interest at 6% per yeare

{b) If wupon an audit by the department of
administration It is determined that a county which so0ld
poor fund warrants to the state has not met the criteria set
forth in subsection (l) or the county has used the proceeds
of the warrants for other than county general assistance or
county medical assistance as defined by rules adopted by the
department of social and rehabilitation servicesy the
warrants shall bear interest at an annual rate equal to 18%X.

{6) (a) The department of social and rehabilitation
services.nay by rule provide for administrative requirements
necessary to effectuate the purposes of this sectioen and
[section 27e

{b) The department of social and rehablilitation
services shall adopt rules prescribing what services and
expenditures are vreasonable and necessary expenses of the

county poor fund for the purposes of state purchase of poor
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fund warrantse.

{7) 1In cooperat ion with the departaent of
administrationy the board cof investments may by rule
establish an appropriate administrative procedure for county
poor fund warrant purchase and ;edemptlaﬁ.

NEW_ SECTION: Section 2. Redemption of state—purchased
county poor fund warrantse {1} MNotwithstanding the
provisions of Title 7y chapter 6» parts 23 and 26s county
poor fund warrants purchased hy the state shall‘be redeemed
by the county in the fiscal year following purchase
according to the following schedule:

{a) not less than one-half shall be redeemed not later
than December 15; and

{b) the balance shall be redeemed not later than June
154

(2) (8} Any poor fund warrants sold to the state
outstanding on June 30 shall be redeemed through the regular
county budget processe

(b} If the number of wills necessary for both the
current cperation of county public assistance and for the
redemption of state-—purchased warrants exceeds 13 1/2 wmills,y
the number of mills necessary for the redemption of the poor
fund warrants purchased by the state during the preceding
fiscal year may be Jlevied by the county for their

redemptions notwithstanding the provisions of 53-2-321. For
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purposes of grants of funds authorized by $3-2-3234 the
extra aills 2allocated for the redemption of the poor fund
Warrants are attributable to the fiscal year in which the
warrants were sold to the state.

(3) A}! county poor fund warrants that are sold to the
state and that qualify for the state grant authorized by
53-2-323 shall be redeemed by the state. The state shall pay
both the principal and interest on the warrants.

NEW SECTION. Section 3. Investment status of
qualifying county poor fund warrantse For the purposes of
investments but not for pledges or gquarantees issued to
secure deposits of public funds under 17-6-103, any county
peor fund warrants complying with the provisions of [section
1{1) ] are considered to be funds validly appropriated in the
current county budget for expenditures from +the poor fund
for the fiscal year in which they are issueds

Sectiaon 4« Section 17-6~201, MCAy is amended to read:

"17-6-201. Unified investment program = general
provisionss (1) Fme Except as_pravided ic [segtion 1]ls_the
uniform investment program directed by Article VIIls section
13y of the 1972 Montana constitution to be provided for
public funds shall be administered by the board of
investments in sccordance with the rules provided in this
chapter and with that degree of judgment and caree. under

circumstances from time to time prevailingy which men of
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prudencé, discretions and intelliqgence eXercise in the
management of their own affairss not for speculation but for
investmenty considering the probaole safety ot their capital
as wWwell as the probable income to be deriveds and
preservation of purchasing power of capital during periods
of sustained high monetary inflatione

{2) A1l state funds shall be invested and reinvested
in securities enumerated in 17-6-211 to the maximum extent
consistent with this policy and with the need and timing of
cash expenditures for particular purposese.

{3) The board of investments has the sole authority to
invest state funds. No other agency may invest state fundse
The board shall direct the investment of state funds in
accordance with the laws and constitution of this Sstatee The
board has the power to veto any investments made under its
general supervisions

{4} The board shall:

{a) assist agencies with public money to determine if.
wheny and how much surplus cash is available for investment;

{b) determine the amount of surplus treasury cash to
be investedj

{c) determine the type of investment to be made; and

(d) prepare the claim to pay for the investments

{5) The board of investments may:

.(2) execute deeds of conveyance transferring all real
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property obtained through Fforeclosure of any investments
purchased under the p}ovisions of 17-6-211 when full payment
has been received therefer;

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

(c} direct the sale of any securities in the program
at their full and true value when found necessary to raise
money for payments due from the treasury funds for which the
securities have been purchaseds

(6} The state treasurer shall keep an account of the
taotal of each Iinvestment fund and of all the investments
belonging to such fund and of the participation of each
treasury fund account therein and shall make from time to
time such reports with reference thereto as may be directed
by the board of investmentse.

{7) The cost of administering and accounting for each
investment fund shall be deducted from the income therefroms
except that such costs of the trust and legacy fund shaltl be
paid from income otherwise receivable from the pooled
investment funde and the amounts required for this purpose
shall be appropriated by the tegislature from the respective
investment fundse™

Section Se Section 53-2~323y MCAy is amended to read:

%53-2-323, Grants from state funds to countiesse A

county may apply to the department for an emergency

-9~
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grant-in—aids and the grant shall be made to the county upon
the following conditions:

(1) The board of county commissioners or a duly
elected or appointed executive officer of the county shall
make written application to the department for empergency
assistance and shall show by written report and sworn
affidavit of the county clerk and recorder and chairman of
the board of county commissioners or other duly elected or
appointed executive officer of the county the followings:

{a} that the county will not be able to ameet Iits
obligations wunder law to provide assistance to the needy of
the county or meet its proportionate share of any public
assistance \activity carried on jointly with the department;

{b} that all Jawful sources of revenue and other
income to the county pocr fund will be exhausted;

{c) that all expenditures from the county poor fund

have been lawfully made; and

{d) that all expenditures from the county poor Ffund
have been reasonable and necessarys according to ¢riteria
set by the department in rules adopted for that purposes for
the county to meet its obligations under law to provide
assistance to the needya.

(2} Hithin 10 days of receipt of the application and
affidavity the department shall determine whether the county

poor fund wWill be depleted and shall give notice to the
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county of the department®s intention to deny or allow the
grant-in-aids. Before a grant~in—-ald for any fiscal year wmay
be made to a county under this sections any money ¢regited
during that fiscal year to the depletion allowance reserve
fund from the sources provided by 7-34-2402(2) shall be
transferred to the county poor fund to be wused for lawful
poor fund expenditurese The amount of the grant-in-aid shall
be determined after all sources of income available to the
pocr funde including the depletion allowance reserve fund
transfersy have been exhausteda

{3) HRithin 10 days of receiving notice from the
department that a grant-in—aid will be made to the countys
the board of county commissioners or other duly elected or
appointed executive officer of the county shall adopt an
ewergency budgets There s no requirement of notice and
hearing for that emergency budgets The emergency budget
shall state +the amount required to meet the obligation of
the county and shall allocate that whole amount among the
various classes of expenditures for whieh the grant was
mades

{4) Upon receipt and apgroval of the county emergency
budgets the department shall issue a warrant to the county
treasurer of the county for the total amount stated in the
approved emergency budgete

(5) The grant-in-aid received by the county shall be
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placed in an emergency fund account to be kept separate and
distinct from the poar fund account. A1l expenditures from
the emergency fund account shall be made by a seperate
series of warrants or checks marked as emergency warrants of
checkss

() The grants—in—-aid from the department may be used
only for public assistance activities lawfully conductea by
the <countyy including but not limited to medical aids
hospitalizationy and institutional cares ho part of a
grant-in-aid may be usedy directly or indirectlyy to pay for
the erection or improvement of any county building or for
furnitures fixturesy appliancesy or equipment for a county
buildinge

{7) In the event the county poor fund is replenished
by other lawful sources of revenuey the county shall issue
warrants to meet its obligations from the county poor fund
until such time as that fund 1is again so depletea that
warrants can po longer lawfully be drawn on that accounts
Upon depletion of the county poor funds the county may again
make disbursements from the emergency fund account as
provided in subsection (5)«. At the close of the county
fiscal yeary the county shall return to the department any
amounts remaining in the county poor fund and the emergency
fund accounte but the remaining amount to be returned wmay

not exceed the total amount of the emergency grant-in-aia
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for that fiscal year.

{8) Any amount which {is unlawfully disbursed or
transferred from the emergency fund account or used for a2
purpose other than that specified in the grant—in—-aid shall
be returned by the county to the departwment.

£3)__For _the _purposes _of subsecijon (1)i{b)s 3 county
gualifies for a grapt-in-aid _if _for _aoy fiscal year 1%
levies 13 1/2 millss_including the actual mill Jewy for the
particular years plus any oills Jevied jg the following
fiscal _year that are pttributable to the prior fiscal yeac
by__virtue _of the oprovisions _of  [section. .2]s _ Such
expenditures _in__excess of the 23 1,2 _mills olhberwise
qualifying under the prowisions of this  section shall be
assumed. by the state.through stakte redemption of the couniy
poor_fund wacrants held by the _board of _investmentsa The
cedemption ingludes  both  the porinocipal _aod.the interest

owing o the warrdnise"
Section 6« Severabilitys If 2 part of this act is

invalidy all valid parts that are severable from the invalid
part remain in effects If a part of this act is invalidg in
one or more of its applicationsy the part remains in effect
in all wvalia applications that are severable from the
invalid applicationse.

Section T+ Effective date and termination dates (1)

This act is effective on passage and approvale
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act terminates on June 30, 1983, except that

repayment and mil1—1evy'authorizations terminate on June 30y

1934.

—End—



