
HOOSE BILL NO. 100 

IN'l'RODUCII> BY KZMMIS, 1'0WB, VINClm'l' 1 HARRitfGTON, 
METCALF 1 HARPER, SCHD, DAUO, HANSEN 1 J. HAMMOND, 

K.ADAS, VBLDBR, WALDRON, MB!IABAN, J. JBNSBN, 
SAUNDERS, MCBRIDE, IUSBBT, D. BROWN, SCHULTZ, 

REAM, BACHINI, PBC!t, PARRIS, O'CONNBLL, NILSOllt, 
J. BRO\ftl 1 COHNBLLY, LYDICK, JtEBNAN, IABROClti , 
MCCORMICK, HOWE, DRISCOLL, DAILY, PAVLOVICH, 

HOLLIDAY, BllfGTSOH, ltBNMBRLY, SHO'N'L'Z, YARDLEY, 
SPAETH, WILLIAMS, ADDY, HOMAN 1 BAlmANOUVE, 

ROUSH, KOBtmD, I'ABRBGA, BBR'l'Bt.SBN, PAGG, 
BERGENB 1 MILLER, RBMS'l'AD, S'l'IMA'l'Z 1 HARP, HALLIGAN, 

ERNST, CRIPPP, VAN VAT.JICBtiiBURG, BCK, 
JACOBSON, COHOVBR, BBRG, MOHAR, MAIORB, 

HAJ'li'EY, CHl\IST:tABNS, LANE, DANIELS, 
THOMAS, R. MANNING, HAGl\ll\ 

January 25, 1983 

February 1, 1983 

February 21, 1983 

Pabruary 22, 1983 

February 23, 1983 

BY RBOUES'l' OF TRB GOVERNOR 

IN 'l'HB HOOSE 

Introduced and referred to 
Houae Select Committee on 
Bcon~ic Development. 

On motion by Chief Sponsor, 
Repre•entativea Harrin9ton, 
Metcalf, et al., were addad as 
sponsors to the bill. 

Committee recommend bill do 
pass as amended. Report 
adopted. 

Statement of Intent attached. 

Bill printed and placed on 
members' desks. 

Second reading, do pass as 
amended. 

Correc~ly engrossed. 

Third reading, passed. 
Transmitted ~o Senate. 



March l, 1983 

March 23, 1983 

March 24 , 1983 

March 25, 1983 

March 26, 1993 

March 28, 1983 

March 28, 1983 

April 1 , 1983 

April l4, 1983 

April 20, 1983 

IN 'rBB SENA'l'E 

Introduced and referred to 
Committee on Business and 
Industry. 

Committee recommend bill be 
concurred in as amended. 
Report adopted. 

Second readinq, pass 
consideration. 

Seoond reading, pase 
consideration. 

Second reading, concurred in 
as amended. 

'l'bird reading, concurred in. 
Ayes, 42J Noes, 5. 

IN 'l'HJ!l HOUSB 

2 

Returned to House with 
amendments. 

Second readinq, amendments not 
concurred in. 

On motion, Conference 
Committee requested and 
appointed. 

Conference Committee 
dissolved. 

On motion, Free Conference 
comaittee requested and 
appointed. 

Free Conference Committee 
reported. 

' Second reading, pass 
consideration. 



April 20, 1983 

April 21, 1983 

April 21, 1983 

3 

Free Conference Committee 
dissolved. 

On motion, new Free Conference 
Committee requested and 
appointed. 

On motion, Free Conference 
Committee report t2 passed for 
tbe day. 

New Free Conference Committee 
reported. 

Second reading, new Free 
Conference Committee report 
adopted.. 

Third reading, new Free . 
Conference Commiteee report 
adopted. 

New Free Conference Committee 
report adopted. by Senate. 

Sent to enrollinq. 

Reported correctly enrolled. 
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INTRODUCED BY 

BY REOUEST OF THE GOVERNOR 

A BILL FOR AN ACT ENTITLED: •AN ACT TO IMPLE~NT SECTION 3 

OF INITIATIVE 95; CREATING AN IN-STATE INVESTMENT fU.~D TO BE 

ADMINISTERED BY THE MONTANA ECONOMIC DEVELUPHENT 30ARD; 

PROVIDING FOR TYPES OF INVESTMENTS TO BE HADE; AMENDING 

SECT IDNS 17-6-201 AND 17-6-Zll. HCA; AND PROVIDI•~G AN 

IMMEDIATE EFFECTIVE DATE.• 

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

NEW SECTION. Section 1. Short title. This act may oe 

cited as the nHontana In-State Investment Act of 198JN. 

HfH_SECTIQN. Section 2. Definitions. As used in 

[sections 1 throuqh 16 and Initiative 95 approved by the 

people at the election on November 2t 1982]t unless the· 

context requires otherwiset the following definitions apply: 

( 1) •Soard11 means the Mont and economic development 

board established in [section 19]. 

(2) ncl ean and healthful environment• at=ans an 

~nvironmcnt that is relatively free from pollution which 

threatens human health. including as a minimum, compliance 

with fede~al and state environmental and h@alth standard~. 

(3) ncommittee• naeans the economic developm~nt 
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oversight committee c~eated by [section 17}• 

(4) •Financial institution• includes but is not 

limited to a state- or federally chartered bank or a savings 

and loan association, credit union 7 insurance co•panyy 

development company, or investment banking co•pany. 

(5) •toan participation• means loans or portions 

thereof bought from a financial institution. 

(6) •Locally owned enterprise• .eans any enterprise 

Sl" of whose stockt partnership interests,. or other 

ownership interests are owned and cont~olled by residents ot 

Montana. 

(7) •tong-term benefit to the Montano econo~y• means 

an activity t~at diversifies and stabilizes the Montana 

economy and that has the potential to maintain ond create 

jobst increase per capita income, or increase Montana tax 

rev~nues in the future to the people of Hontanat either 

directly or indirectly. 

(B) ·~ontana economy• means any business activity in 

the state of Montana• including those which continue 

existing jobs or create new jobs in Hontand• 

(9) •?olontana in- state investment fundn means the fund 

estab1 i shed by [section 3 of Initiative 95 ]• 

(10) "Service fees" means the fe~s normally charged uy 

a financial institution for- servicing a loan, including 

amounts charged for collecting payments and remitting 
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amounts to the fund. 

NfW SfCTIQN. Section 3. "ontana in-state investm~nt 

fund. The Montana in-state investment fund consists of 2~% 

of the revenue deposited after June 30, 1983 7 into the 

permanent coal tax trust fund established in 17-6-203(5) and 

the principal and interest pay.ents on all investments made 

from the Montana in-state investment fund. 

NEW SECTIQN. Section 4. Unified investment progra11. 

The Montana economic development board and the board of 

investments shall hold joint meetings at least twice a year 

as a unified investment board for purposes of coordinating 

investment strategies9 policies. and progra•s as required by 

Article VIII• section 13, of the Montana cons~itution. 

Nrw SECTioN. Section 5. Authorized investments. The 

Montana in-s~ate Investment fund must be invested in the 

securities authorized as permissible investments under 

17-6-211 and in any other type of in-state invest.ent 

authorized by rules adopted by ~he board. 

NEW SfCTION. Section 6. Investment preferences. In 

deciding which of several inves~ments a~ equal or comparable 

security are to be made• the board shall give preference to 

~he business investments that: 

(1) are for locally owned enterprises that are either 

expanding or establishing new operations; 

(2) provide jobs that will be substantially filled by 
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current Montana residents as opposed to providing jobs that 

will be filled by nonresidents coming into the state to fill 

such jobs; 

(3) maintain and imp~ove a clean and healthful 

envi ronment• with emphas·i s on conservat i onw renewable 

..-esources 9 a.,d alternative energy production; and 

(4) benefit small- and medium-sized businesse~ a5 

defined in rules adopted by the board. 

li.ti:L..S.E.t.Il.1ltia Section 7. No direct 1 oans. No mont!y 

from the Hontana in-state investment fund may be used to 

make direct loans to individual borrowers. loans or portions 

thereof originated by a financial institution that are sold 

tQ the trust a~e not direct loan~. 

NEW Sf(IION. Section 8. liMitation on size of 

investments. No investment may be cade that will result in 

any one business enterprise or person receiving a benefit 

from or incurring a debt to the Montana in-state investment 

fund the total current accumulated a.aunt of which exceeds 

10% of the prior fiscal year•s coal severance tax revenue 

deposited in the Montana In-state invest•ent fund. 

NEW SECIIQN. Section 9. State participation in loans. 

State participation in any loan to a business enterpris~. 

except for a loan guaranteed by a federal agencyw ~ust be 

li•ited to 80~ of the outstanding loan. The state shall 

participate in the security for a loan in the same 

_..,_ 
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proportion as the Joan participation amount. 

NfW SECTION. Section 10. Prior co•mitment of funds. 

The board may authorize the co•eit.ent of funds to financial 

lnstitutions pursuant to rules adopted by the board• but the 

de·termination as to credit with respect to individual 

investments must be made by the financial institution and 

the board. 

NEW SECTION. Section lle Rate of return. In 

calculating the rate of return for any investment to be made 

from the Montana in-state investment fundw the board shall 

consider the long-term benefit to the Montana economy. 

NEW SECTIQN• Section 12. Service charges. The board 

shall by rule establish reasonable service fees that may be 

charged on loans made from the Montana in-state investment 

fund. 

NEW SEC1IUH~ Section 13. Audit and perfor~anca 

evaluation. (1) The board shall contract for an annual 

independent financial audit of the board and ~he Montana 

in-state investment fund. 

(2) The board shall contract for biennial i ndepenc&ent 

operational and performance evaluations of the board and the 

Montana in-state investment fund. 

NEH SfCIION. Section 1~. Reports and publications. 

(1) By September 30 of each yearw the board shall puolish d 

report for distribution to the governorw the legislature, 
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and the public. The report MUSt be written in easily 

understandable language. The report •ust include: 

(a) financial 

audito.-s; 

state~~ents audited by independent 

(b) a statement of the amount of money received by the 

Montana in-state investment fund from each invest•ent during 

the period cove~ed; 

(c) a statement of invest~nts of the Montana in-state 

investment fund. including an appraisal at market value; 

(d) a description of investment activity during the 

period covered by the report; 

(e) a comparison of the Montana in-state investment 

fund•s perfo.-mance in relation to intended goals contained 

in [section 1 of Initiative 95); 

(f) ao examination of the iNpact of the investment 

criteria ... of [sactions 5 and 6-]; 

(g) recommendations of any needed change5; and 

(h) any other information the board believes would be 

of Interest to the goYernor~ the legislature, and the 

public. 

(2) The annual income statement and balance sheet of 

the Montana in-state investment fund must be published in at 

least one n~wspaper in each judicial district of the state 

by October 30 of each year. 

NEW SECTION. Section 15. Report on potential uses of 
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coal tax trust fund. The board shall prepare for ~ach 

regular session of the legislature a report on potential 

uses of the coal tax trust fund to dev~lop a stable, strong, 

and diversified Montana economy that meets the neeas of 

present and future generations of "'lontanans while 

maintaining and improving a clean and healthful environment 

as required by Article IX, section 1, of the Montana 

constitution. 

UfW SECTIQN• Section 16. Rulemaking authority. The 

board may adopt rules to impleMent the provisions of 

[sections 1 through 16] and 17-6-211(5). Rules adopted by 

the board may include definitions of small- and medium-sized 

businesses, a method of co•mitting funds to financial 

institutions., types of service fees. and 

investments to be made. The board may also adopt 

rules to govern its proceedings. 

type5 of 

procedurdl 

NEW SECTIONa Section 17. economic "developaent 

oversight committee. flJ There is an econo•ic development 

oversight committee. 

(2) The committee consists of: 

{a) four members of the senate, appointed by the 

committee on com•ittees; and 

(b) four members of the house of representatives• 

appointed by the speaker of the house. 

(3) No more than two members from each house may be of 
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the same political party. 

(4) ~embers of the committee must be appointed before 

the 90th legislativ~ day of a regular session. 

(5) Appointments to the co~mittee are for 2 years. A 

member of the committee serves until his term of office as o 

legislator is ended or hi~ suc~essor is appointed, whichever 

occurs first. 

(6) Vac~ncies must be filled in the manner specified 

in 5-18-104 tor filling vacancies on the revenue oversight 

committee. 

(7j The co11u11ittee shall elect one of it!~ 1uemhers c:~s 

chairman and any other officers it considers necessary. 

NEW SECTIO~. Section 18. Powers and duties of 

committee. (1) All rules proposed by the Montana economic 

development board• created in {section 19)t and filed with 

the secretary of state aust be reviewed. by the coamittee. 

(2) The committee may: 

(a) prepare written or oral reco•mendations for the 

adoption. aMendment., or rejection of a rule and submit the 

reco.mendations to the board• whether or not a rulemakiog 

hearing is to be held; 

(b) require that a rulemaking hearing be held in 

accordance with the provisions of 2-4-302 through 2-~305i 

(c) recommend to the legislature the repeal 9 

amend~ent, or adoption of a rule through legislation. 

-8-
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(3) The committee may investigate and issue reports on 

any matter concerning economic develop~nt o~ any other area 

of the Montana economic development board•s authority. 

NEW SECTION. Section 19. Hontana economic develop•ent 

board -- allocation -- ca.position -- quasi-judicial 

powers. (1) There is a Montana econo•ic develop•ent board. 

Except as otherwise provided in this section• the board is 

allocated to the depart~nt of co..erce for administrative 

purooses only as provided in 2-15-121. The board has 

authority over its own personnel as provided in [s~ction 

20]. 

(21 The board is co•posed of seven aembers, to be 

appointed by the governor us prescribed in 2-15-124. The 

board must be broacll y representative of the state, seeki l\9 

to balanc~ professional experience and public 

dCcountability. 

(3) The hoard is designated as a quasi-judicial board 

for the purposes of 2-15-124. 

(4) The board may invest the Hontona in-state 

inve~tment fund according to the provisions of (sections 1 

through 3 of Initiative 95 and sections 1 through 16] a.-td 

17-6-201 and 17-6-Zllo 

NEH SECTION. Section 20. Personnel of board. (1) Th~ 

Montana economic develop~tent board may employ an invest1aent 

officer, who will have general responsiUil ity for the 
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selection and management of the board's staff and direction 

of investment activity. The investment officer serves at the 

pleasure of the board. 

(2) The board may prescribe the duties and annual 

salary for professional staff positions. 

Section 21. Section 17-6-201, MCA, is amended to ~ead: 

•17-6-201. Unified investment program general 

provisions. (1) The unifor• investment program directed by 

Article VIII, section 13 9 of the 1972 "ontana constitution 

to be provided for public funds shall be administered by the 

board of investments apd the Mpntana economic dgy@1opmeot 

hQaLd in a~cordance with the rules provided in this chapter 

and [sections 1 thrgugh 16] and with that degree of judgment 

and care9 under circumstances fro• time to time prevailing, 

which men of prudence, discretion, and intelligence exercise 

in the manaqement of their own affairs, not for speculation 

but for investment, considering the vrobable safety of their 

capital as well as the probable income to be derived, and 

preservation of purchasing power of capital during periods 

of sustained high monetary inflation. Inyes.tmgots Qy the 

8Qnta03 ecooomic~opment bqard are Jimjtgd to those mage 

fL2m the Montana jn-state jnyestmeot fyod and fgr the 

~~ set forth jo [sections 1 through 16J. 

(2} All state funds shall be inv~sted and reinvested 

in securities enumerated in 17-6-211 to the maximum ext~i)t 

-10-
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consistent with this policy and with the need and timing of 

cash expenditures for particular purposes. 

(3) The board of investments has the sole authority to 

invest state funds other than the Hootapa jn-state 

~stmeot fuud• No other agency may invest~ state 

funds. The board shall direct the investment of state funds 

in accordance with the laws and constitution of this state. 

The board has the power to veto any investments made under 

its general supervision. 

(4t The board of joyestments shall: 

(a) assist agencies with public money to det~rmine if, 

when, and how much surplus cash is available for investment; 

(b} determine the amount of surplus-treasury cash to 

be invested; 

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

(d) prepare the claim to pay for the investment. 

(5) The board of investmants may: 

fa) execute deeds of conveyance transferring oll real 

property obtained through foreclosure of any investments 

purchased under the proVisions of 17-6-Zll when full payment 

has been received therefor; 

(b) direct the withdrawal of any funds deposited by or 

for the state treasurer pursuant to 17-6-101 and 17-6-105; 

(c) direct the sale of any securities in the progrgm 

at their full and true value when found necessary to raise 
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money for payments due from the treasury funds for which the 

securities have been purchdsed. 

(6, The state treasurer shall keep an gccount of the 

total of each investment fund and of all the iOvestmants 

belonging to such fund and of the participation of each 

treasury fund account therein and shdll make from time to 

time such reports with reference thereto as may u~ dir-ected 

by ~he board of investments. 

(7) The cost of ad~inistering and accounting tor each 

investment fund shall be deducted from the income therefrom. 

except that such costs of the trust and legacy fund shall oe 

paid froM income otherwise receivable fro• the pooled 

investment fund, and the amounts required for this purpose 

shall be appropriated by the legislature from the respective 

investaent funds.• 

Section zz. Section 17-6-211• 1'\CA, is amended ·to read: 

•17-6-211. Permissible investments. (lJ The following 

securities are permissible investraents for all investment 

funds referred to in 17-6-203, except as indicated: 

(a) any securities authorized to be pledge~ to secure 

deposits of public funds under 17-6-103; 

(b) bonds. notes, debentures, equipment obligations, 

or any other kind of absolute obligation of any corporation 

organized and operating in any state of the United States a~ 

in Canada, if the obligations purchased are payable in 

-12-
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United States dollars, or of any corporation in which the 

United States government is a voting shareholder by act of 

congress; provided that all investments. under this 

subsection (b) must be rated oy one nationally recognized 

rating agency among the top third of their quality 

categories, not applicable to defaulted bonds; 

(c) commercial paper of priae quality, as deflnea ny 

one nationally recognized rating agency. issued by any 

corporation organized and operating in any state of the 

United States, provided that: 

ti) such securities mature in 270 days or less; 

(ii) the issuing corporation or the parent co•pany of a 

finance subsidi~ry issuing co..ercial paperw at the time of 

the ltist financial reporting period, had a ratio of current 

iiSSPts to current 1 iabil itfes-, including a•ong current 

1 iabilities long-term debt maturing within 1 year, of at 

ledst 1 1/2 to 1 and had received net income averaging ~1 

mill ion or more annually for the preceding 5 years; and 

(iii) no invest~ent may be made at any time under this 

subsection (c) which would cause the book value of such 

investments in any investment fund to exceed 10~ oT the ~ook 

value of such fund or would cause the commercial pdper of 

any one corporation to exceed Z% of the oook value of such 

fund; 

(d} bankers• acceptances quaranteed Oy any bank having 
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its principal office in any state of the United States and 

having deposits in excess of $500 million; 

(e) interest-bearing deposits in banks, building and 

Joan associations. and savings and loan associations located 

in Montana, provided9 however, that the board of investments 

shall require pledged securities as specified in 17-6-102 

(interest on said deposits shall not be less than the 

prevailing rate of interest being paid on deposits of 

private funds); 

(f) unencu~ered real property~ first mortgages, and 

participatrons in first mortga9es on unencumbered rea1 

property, provided that: 

(i) no such mortgage or mortgage participation •ay be 

purchased unless: 

(A) the principal amount of the loan secured oy the 

mortgage or mortgage participation is 80% or less of the 

appraised value of the property; 

(B) the principal amount of the loan secured by the 

mortgage or mortgage participation exceeds 00% of the 

appraised value of the property but the amount of the loan 

in excess of 80% 1 determined at the time the loan was made, 

is guaranteed or insured by a mortgage insurance company 

which the board of investments has determined to be a 

qualified private insurer; 

(C) 25% or more of the Joan or participation therein 

-14-



2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

1~ 

15 

16 

17 

18 

19 

20 

Zl 

22 

23 

2~ 

25 

LC 0557/01 

secured ;s guaranteed or insured in the event of default ~y 

the Uni~ed States of America or an a~ency thereof; or 

(D) the mort~agar ha~ leased the mortgaged property co 

a person, firm, or corporation whose rental payments under 

the lease are guaranteed ~or the full ter• of the loan or 

participation therein by an agency of the United States; and 

(ii) no investment shall be made at,any time under 

subsection (l)(f) which would cause ~he book value of such 

investments in any investment fund to exceed 50% of the book 

value of such fund. 

(2) Investments from the pooled investment fund shall 

be restricted to fixed income securities described in 

subsections (l)(a) to (1)(e) above. 

(3) RetireiH!nt funds and the fund p.-ovided for in 

17-6-203• subsection (4) may be invested in preferred and 

common stocks of any corporation organi~ed and operating in 

any state of the United States prowided that: 

(a) the corporation has assets of a value not less 

than SlO million; 

(b) if the investment is preferred stock, the 

corporation•s aggregate earnings available 

interest and preferred dividends, for 

for payment of 

a period of 5 

consecutive years iMmediately before the date of investment. 

have been at least 1 l/2 times the aggregate of interest and 

preferred dividends required to be paid during this pe.-iod; 
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(c) no investment may be made at any time under 

subsection (3) which would CdUSe the book value of ~uch 

investments in any retirement fund to exceed 5U% of the book 

value of such fund or would cause the stock of oue 

corporation to exceed 2~ of the book value of 

retirement fund; 

,;.uch 

{d) subsection (c) does not apply to funds pruvid~d 

for in 17-6-203(4). 

(4) The board of investments shall endea~or to direct 

its portign__gf the state•s investment business to tho~d 

investment fi.-ms andtor banks which maintain offices in the 

state and thereby make contributions to the state economy. 

Further 7 due consideration shall be given to investm~nts 

which will benefit the smaller communities in the stat~. The 

state•s invest~nt business will be directed to out-of-stat~ 

firms only when there is a distinct economic advantage to 

the state of Montana. 

151 The Montana economic d~elgpwent board created in 

~tjoo 19] may inyest the Montana ;"=state joyestweot ~ 

jn any in-state ioyestment authorjzed by its ry1es jo 

~tign to those jpyestpeots autbgrjzed by this sect~• 

NFW SECTION. Section 23. Temporary investment limit. 

Notwithstanding the percentage figure in (section d]t the 

investment li•it for fiscal year 1984 must be calculated 

based on 25% of the total coal tax deposits to the permanent 

-16-



LC 0557/01 

coal tax trust fund made In fiscal year 1983. 

z NEW SECTION. Section 24. Severability. If a part of 

3 this act Js invalid• all valid parts that are severable from 

4 the invalid part remain in effect. If a part of this act is 

5 invalid in one or more of i~s applications. the part remains 

5 in effect In all valid applications that are severable from 

1 the invalid applications. 

8 Hfti_Sf~ Section 25. Effective date. This act is 

9 effective on passage and approval. 

-End-
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STATE OF MONTANA 

FISCAL NOTE 

258-83 
REQUEST f'jQ. --------

Form B/)-/5 

·' 
In compliance with a written request received January 27 • , 19 ~, there is hereby submitted a Fiscal Note 

f House Bill 100 
or pursuant to Chapter 53, laws of Montana, 1965 · Thirtv·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 OF PROPOSED LEGISLATION: 

House Bill 100 creates an in-state investment fund to be administered by the Montana 
Economic Development Board. 

ASSUMPTIONS: 

1) Funds available for investment will be $12.332 million for FY 84 and $15.384 
million for FY 85. 

2) The interest rate is assumed to be the market rate or the same as on the rest 
of the coal trust fund. 

3) Seven (7) member board. 
4) Three (3) person staff. 

FISCAL IMPACT: 

Expenditures under proposed legislation 
Personal Services 

.Operating Expenses 
Equipment 
Legislative Oversight Committee 
Total Expenditures Under Proposal 

Expenditures Under Current Law 

Increased Expenditures 
to state investment fund 

Revenue Impact: 

FY 84 

$122,984 
77,401 
5,010 

12,500 
$217,895 

$ -o-

$217,895 

General Fund revenues will be reduced 
because earnings on the in-state 
investment fund will be deposited 
in the state investment fund rather 
than into the general fund. $405,723 

Continued 

FY 85 

$122,521 
80,389 

-o-
12,500 

$214,410 

$ -o-

$215,410 

$2,076,124 

Total 
Biennium 

$245,505 
157,790 

5,010 
25,000 

$433,305 

$ -o-

$433,305 

,$2,481,847 

~~·· . n ltV\'· ~ ,. '~ ' ' \' ' 
~~ v -CU ,·""'1 

,I 

B.UDGET DIRECTOR 

Office of Budget and Program Plannii'lg-

~ate: 2 - I - ! 3 
'' 



-2-

NOTE: 

Section 11 of House Bill 100 requires the board to consider the long term benefit 
to the Montana economy when calculating the rate of return for any investment 
from the fund. If this means that loans are made at less than market rate, 
then interest earnings will be reduced. 

FlSCAL NOTE 9:Z/2 
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STATEMENT OF INTENT 

HOUSE e ILL 100 

House Economic Oevelop.ent Committee 

(1) A stateRtent of= Intent is required for this Dill 

because it grants rule•aking authority to the Montana 

eco0omic developMent board in section 16. These rules Ni 11 

include definitions of small- and medium-sized businesses, a 

method of commit•ent of funds to financial instltutions
9 

setti:"lg service fees for 1 oans, defining types of 

permissible investments, and procedural rules to govern the 

12 board's proceedings. 

13 (2) It is the intent of the legislature that: 

14 (a) the definitions of Slllall- and ~nedium-sized 

15 business be based on either the number of employees of the 

16 busin~ss, the level of capitalization of the business, or a 

17 combination of these factors; 

~~ (b) the method of co111mi tt.i ng funds to fi nanc i dl 

19 institutions be similar to the method utilized by the board 

20 of nou5i ng for committing funds for housing devel opm~nts to 

21 finan~ial institutions; 

22 (C) the level of service fees be set to cover the 

23 costs associated with processing the investment and be 

24 simil3r to those charged by fina~cial institutions; 

25 (d) the permissible investments 3dopted by rules b~ 

l 

2 

3 

4 

5 

6 

7 

8 

HB 100 

based on th~ long-term benefit to the "ontana economy and 

adher~ to the prudent-man rule. The investments should be 

aimed at diversifying, strengthening, and stabilizing th~ 

Montana economy and increasing e•oloyaent opportunities 

while maintaining and i•proving a clean and healthful 

envir~nment; and 

(e) the procedural rules be based on the Attorney 

General•s model rules. 

S E C 0 N D READJNG 
-2-
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Approved by Committee 
on Economic Development 

HOUSE Bill HOo 100 

INTRODUCED BT KE""IS, TOWEt YINCENTt HARRINGTON, 

·•ETCALF, HARPER, SCHYE, DARKOt HANSENo Jo HAMMOND, 

KADAS, YELEBERt WALDRONt MENAHA~t Jo JENSENo 

SAUNDERS, tiCBRIDEt NISBET, Do BROWNt SCHULTZt 

REAM, BACHINio PECK, FARRIS, O'CONNELL• NILSON, 

Jo 6ROWNt CONNELLY, LYBECK, KEEHANt ZABROCKio 

HCCORMICKo HOWEo ORISCOLLt DAILY• PAYLDYICHt 

HOLLIDAY, BENGTSON, KENNERLY, SHONTZ, YARDLEY, 

SPAETH, WILLIAMS, ADDY, NEUMAN, BAROANOUVEo 

ROUSH, KOEHNKE, FABREGAt BERTELSEN, FAGGo 

3ERGENE, MILLER, HEHSTADt STIMATZt HARPo HALLIGANt 

ERNST, CRIPPENt VAN YALKENSURGt ECKt 

JACOBSON, CONOVER, BERGt MOHARt ~AZUREKo 

HAFFEYo CHRISTIAENSt LANEt OANIELSt 

THOMAS, Ro MANNING, HAGER 

BY REOUEST OF THE GOVERNOR 

A BILl FOR AN ACT ENTITLED: •AN ACT TO IMPLE~ENT SECTION 3 

OF INITIATIVE 95; CREATING AN IN-STATE INVESTMENT FUND TO BE 

ADMINISTERED BY THE MONTANA ECONOMIC DEVELOPMENT BOARD; 

PNOYllliNG FOR TYPES OF INVESTMENTS TO ~E ~ADE; AMENDING 

SECTIONS 17-6-201 AND 17-b-211, ~CA; AND PROVIDING AN 

IMMEDIATE EFFECTIVE OATEo" 
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BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA: 

1fW-SftiiOU£ Section 1. Short ti~le. This act may be 

cited as the •Montana In-State .Invest~~ent Act of 1983•. 

~fW_Sf~IIO~a Section z. Definitions. As used In 

(sectiOns 1 throuqh 16 and Initiative 95 approved by the 

people at the election on ~ovember z. 1982], unless the 

context requires otherwise. the following defjnltlons applya 

(I) •Soard" means the Montana economic development 

board established in [section 19]. 

r"' •Clean and healthful environMent• means an 

environMent that is relatively free from pollution which 
threatens human health, including as a •ini•u~, co•pliance 

with federal and state environmental and nealth standards. 

( 3) ••com11i ttee• ~ans the economic developatent 

oversig~t committee created by [section 17]• 

f~) •Financial institution• includes but is not 

limitqd to a state- or federally chartered bank or a savings 

and l~an association, credit union, insurance company, 

development company, or Investment bankin~ comp3ny. 

(~) "Loan participation• Me~ns loans or portions 

therenf bought from a financial i nst i tuti on. 

(6) •Locally owned enterprise• means any enterprise 

51% of whose stock• partnership interests, or other 

ownership interests are owned and controlled by residents of 

Montana. 

-2- HB 100 
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(7) •Long-term bene~it to the Montana economy" means 

an activity that d+¥ePs~~+es-aftd-s~ab+~+re~ SI&EUGIUEHi the 

Montana ec:ono.•y and that has the potential to maintain and 

create jobs. increase per capita lncome 9 or increase Montana 

ta~ revenues in the future to the people of ~ontand, either 

directly or indirectly. 

(8t •Montana economy• means any business activity in 

the state of Hontana. i nclUdi n_g those which 

existing jobs or create new jobs in Montana. 

continue 

(9) •Montana in-state Investment fundM means the fund 

established by [section 3 of Initiative 95]• 

(10) •service fees• means the fees normally charged by 

a fi"anclal in5titution for servicing a loan. including 

amounts charged for collecting payments and 

amounts to the ~und. 

remitting 

~EK-Si£IIU!a Section 3~ Montana in-state invest.ent 

fund. The Montana in-state investment fund consists· of Z5% 

of the revenue deposited after June 30, 1983, into the 

rer•anent coal tax trust fund established in 17-6-203(5) and 

the principal aftd-+nt~~ pay•ents on all invast•ents made 

froa the ~ontana in-state inv~st••nt fund. 

~EW-SEtiiDUa Section ~. Unified investment program. 

Th'e Montana econo•ic: dewelop-ent boarrd atld the board of" 

i nves.tK.ents shall hold joint meetings at least twice a year 

as a unified investMent- board·fm:",- purposes of coordinating 

-3- H6 100 
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inv@st~ant strategies, Dolicies~ and programs as required oy 

Article VIII, section 13, of the Montana constitution. 

~~W-Sftllaua Section s. Authorized investments. The 

Montana in-state investMent fund must be invested in the 

securities authorized as pern1issible investments under 

1,7-6-Zll and in any other type of in-state inve~tment 

authorized by ruJes adopted by ~he board. 

~fY-Sf~ll~a Section 6. Invest~ent preferences. In 

deciding which of several investments of equal or comparable 

security A~RfiURU are to be made, the board shall give 

preference to the business investaents that: 

(1) are for locally owned enterprises that are either 

expanding or establ i·shing new operations; 

(ZI provide jobs that will be substantially filled by 

current Montana residents as opposed to providlnq jobs that 

will be filled by nonr.~sidents co•ing into the state to fill 

such jobs; 

(3, aaintain and i 11prove a clean and healthful 

environment., with e~phasis on conservation, renewable 

resources, and alternative energy production; e"d 

L!tl--EtK.WB.ll>f-lliL_IWiffli-IIIL.-e&I!;.US Ij'i.Gs Rli.fJJJJ.WU 

H48~~IlHG1--~D--IHK~6Il~--UiE--~U-£8QHQilQN QE HQ~i 

!G&ltuliUBAL~QQU,Ii~ 

LS..l-UI..II:If_fllfltalLIUG..ItA!ii;...BI&-IIIAI-.Ollll£61l.IUI.o.-11R 

UllLIZE--tDaiBA,lQRS WHQ__fAI-_IUE-eREY.ILING W~-fQ&~ 

_,._ 
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~USIBUtllDU-!AQf_f~BLf-Bl-SlAif-l~i!H~1& 

L~l-~-D~QKSIB!BLE--AEfl&aAll~E--AtilUK__fLAUS-_fUR 

EHfLUllUu--~flERAUS~UHfUa-!lUURIIlf~AUU-IUf_UAUQ~Af~ 

D! 

t~tLil benefit small- and mediu•-slzed businesses 

defined in rules adopted by the board. 

as 

~~H-1ftiiD~a Section 1. No direct loans. No money 

fro~ the Montana in-state investment fund •ay be used to 

make direct loans to individual borrowers. Loans or portions 

there~f originated by a financial Institution that are srild 

to the trust are not direct loans. 

~EW_SftllY~a Section a. limitation on size of 

investments. No investment •ay be ~ade that will result in 

any o1e business enterprise or person receiving a benefit 

from or Incurring a debt to the Montana in-state investment 

fund ~he total current accumulated amount of which exceeds 

10% ~f th~ ~rior fiscal year•s coal severance tax revenue 

deposited In the ~ontana In-state investment fund. 

~lW_SftllOHa Section 9. State participation in loans. 

State particioa~ion in any loan to a business enterprise, 

exc@pt for a loan guaranteed by a federal agency~ must be 

limited to 80% of the outstanding loan. The state shall 

particioate in the security for a loan in the same 

proportion as the loan participation aaount. 

~EW_SftllO~a Section 10. Prior commitMent of funds. 
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The board may authorize the commitment of funds ~o financial 

institutions pursuant to rules adopted by the board, but the 

determination as to credit with respect to individual 

invest~ents must be made by the financial 

'the board. 

institution and 

~EH-SE~IlOUa Section 11. Rate of return. In 

calcula~ing the rate of return for any investment to be madg 

fr-om the Montana In-state i nvest11ent fund~ the board shall 

consider the long-ter~ benefit to the Hontana economy. 

~EW-SftllO~. Section 12. service char9es. The board 

shall. by t'"ul e estab 1 ish reasonable service fees that 1tay be 

charged on loans made from the Montana in-state InvestMent 

'fund. 

~;W-SftilOHa Section 13. Audit and performance 

evalu3tion. (1) The board shall contract for an annual 

indep~ndent financial audit of the board and the Montana 

in-state lnvest~ent fund. 

(2) The board shall contract for biennial Independent 

operational and performance evaluations of the board and the 

Montana in-state investment fund. 

~fH-~EtllDUa Section 14. Reports and publications. 

{l) ~y SPptember 30 of e~ch year~ the board shall publish a 

report for distribution to the governor, tne legislature. 

and t~e public. The report must be written In easily 

unde~~tandabl~ languaqe. The reoort must include: 

-6- HB 100 
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(at f I nanc i ~1 state•ents audi-ted by Independent 

auditors; 

(b) a statement of the amoun~ of money received by the 

Montana in-state investment fund from eactl i nvestntent our i n.g 

the p~riod covered; 

(CJ a .statement of invest~tents of the r1ontana in-state 

investm&nt fund, including an appraisal at market valuei 

{d) a description of investm~nt activity durinq the 

period covered by the report; 

(e) a compartson of the Montana in-state investment 

fund•s performance in relation to intended goals contained 

in [section 1 of Initiative 95]; 

ff) an examination of the Impact of the investment 

criteria of (sections 5 and 6]; 

(g) reco~mendations of any needed chanyes; and 

rnJ any other information the board believes would be 

of interest to the governor• the legislature, and the 

public. 

(2J The annual Income stateMent and balance sheet of 

the Montana in-state InvestMent fund •ust be published in at 

least one newspaper in each judicial dlstr1ct of the state 

by October 30 of each year. 

~~W-lftiiQ«a Section 15. Report on potential uses of 

coal tax trust fund. The boar.d shall prepare for each 

regular session of the leqi$)ature a report on potential 
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uses ~f the coal tax trust fund to develop a stable, strong, 

and diversified Montana economy that meets the needs of 

prese'lt and future generations of Montanans while 

maintaining and improving a clean and healthful environment 

as required by Article IX, section l• of the ~ontana 

constitution. 

~f~-SftllQ~a Sectfon 16• Rulemaking authority. Th-. 

board may adopt rules to implement the provisions of 

[sections 1 th•ough 16] and 17-6-211(5)• Rules adopted by 

the b~ard may include definitions of small- and medium-sized 

businesses, a method of co•mittinq funds to financial 

institutions, types of service fees, ond type:. of 

investments to be made. The board may also adopt procedural 

rules to govern its proceedings. 

~~W-lftiiQ~a Section 17. Economic develop11ent 

oversight cOMeittee. Cl) There is an economic developaent 

oversight coe.ittee. 

C2, The co•mittee consists of: 

(a) four •embers of the senate, appointed by the 

committee on com•lttees; and 

(b) four ~embers of the house of representatives, 

appointed by the speaker of the house. 

(3) No more than two meMbers from each house may be of 

the same po1itical party. 

(4J Me•bers of the co•mittee must be appointed befo~e 

-6- HB 100 



1 

z 
3 

" 
5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

11 

1R 

19 

20 

Zl 

22 

23 

24 

25 

HB 0100/02 

the 90th legislative day of a regular session. 

(5) AppointMents to the committee are for 2 years. A 

member of the committee serves until his term of office as a 

legislator is ended or his successor is appointed, whichever 

oc~LJrs first. 

(61 Yacancl~s Must be filled in the .anner specified 

fn 5-18-104 for filling vacancies on the revenue oversight 

committe<!. 

(7) The comMittee shall elect one of its me•bers as 

chair~an and any other officers it considers necessary. 

~~~-Sftll~~& Section 18• Powers and duties of 

coamittee. (1) All rules proposed by the Montana economic 

develJpment board, created in (section 19), and filed with 

the secretary of state must be reviewed by the committee. 

(2) The committee may: 

(a} prepare written or oral recommendations for the 

adoption, amendment. or rejection of a rule and submit the 

recom~endations to the bo~rd, whether or not ~ rulemaking 

hf>aring is to be held; 

(D) require that a rulemaking hearinq be held in 

accordance with the provisions of 2-~-302 through 2-4-305; 

( c 1 recommend to the 1egi sl ature the repea1 9 

am~ndment. or adoption of a rute through legislation. 

(3} The committee •ay investigate and issue reports on 

~ny m~tter concerning economic development or any other area 
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of the Montana econoMic developMent board's authority. 

~fW-SftllQ~a Section 19. Montana economic develop•ent 

board allocation co11pos i ti on quasi-judicial 

power5. (l) There is a Montana economic develop•ent board. 

Except as otherwise provided in this section., the board is 

allocated to the department of comMerce for administrative 

purposas only as provided in 2-15-121. The board h~s 

authority over its own personnel as provided in (section 

20)· 

(2) The board is co•posed of seven ~eMbers., to be 

appointed b~ the govP-rnor as prescribed in 2-15-124. The 

board must be broadly representative of the state., seeking 

to bJJance professional experience and public lalf~-AKU 

accou~tabitity. 

(3) The board is designated as a quasi-judicial board 

for the purposes of 2-15-124. 

(~} The hoard m~y S~LL Invest the Hontana in-state 

invest•ent fund according to the provisions of (sections 1 

throuqh 3 of Initiative 95 and sections 1 through 16] and 

17-6-Z01 and 17-6-211. 

~~~-S~tiiQ~a Section 20· Personnel of board. (1) The 

Montana economic development board may emploY an Investment 

oFficer, who will have qeneral r~sponsibility for the 

selection and manaqement oF the board•s staff and direction 

of investment activity. The investment officer serves at the 

-10- HB 100 
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pleasure of the board. 

(2) The board may prescribe the duties and annual 

salarv for prof'@ssior.al staff positions. 

Section 21• Section 17-6-201, MCA, is a11ended to reao: 

"17-tS-ZOt. Unified I nvesttnent program qeneral 

provisions. (1) The uniform investment progra~ directed by 

4rtlcle VIII• section 13• of the 1972 Montana constitution 

to be ~rovided for public funds shall b& administered by the 

b~ard of Investments ~DC-tbR--~otaca~~ooomi~-~D~ 

~aacd in accordance with the rules provided in this chapter 

~Dd-l~~~tiDD~l-tbLDUDb-~J and with that degree of judgment 

and care• under circumstances from time to time prevailing, 

which ee~ ffDfLE of prudence, discretion. and intelligence 

exercise in the manageMent of their own affairs, not for 

specul~tion but for InvestMent, considering the probable 

safety of their capital as well as the probable income to be 

derived, and preservation of purchasing power of capital 

during periods of sustained high monetary inflation. 

lD~R~tuect~-b¥-tbe_!Qo~oa~~~~cm~--d~~mant--no&Lc~ 

UmJ.tRIL-1o--1bo~R-IUIIIB-fLIIII~l!wltillliLiii:UatL.ill~ 

fUD~~Qg_fQ~-tDR-QU~~~e~~l_Lo~tb-iii-~B~ti~--1--tbLgugb 

~J.o. 

(2J All state funds shall be invested and reinvested 

in securities enumerated fn 17-6-211 to the maximum e~tent 

consistent with this policy and with the need and timing of 
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cash exoendl~ures for p~rtieular purposes. 

(3t The board of investments h~~ the sole authority to 

invest state funds otbR~--tbao-t.bR-!!oa.t.aDL-.J.ll.:::at.au 

in~e~t~eat __ fund• No other a9ency may invest ~kb stat@ 

funds. The board shall direct the invest•ent of state funds 

In accordance with the laws and constitution of this state. 

The bJard has the power to veto any investments made under 

its ge~eral supervision. 

(~I The board gf_la¥e~twent~ shall: 

(a) assist agencies wfth public money to determine if• 

when. and how much surplus cash is available for investment; 

(b) de~ermtne the amount of surplus treasury cash to 

be in~ested; 

(cJ deter~lne the type of investment to be ~ade; and 

(d) prepare the claim to pay for the investment. 

(5) The board of invest~nts May: 

(at ex:ecute deeds of conveyance transferring all rcdl 

property obtained through foreclosure of any investments 

pu~chased under the provisions of 17-6-211 when full payment 

has been receive~ therefor; 

(b) direct the withdrawal of any funds deposited by or 

for the state treasurer pursuant to 17-6-101 and 17-0-105; 

(C) direct the sale of any securi~ies in the program 

a~ tneir full and true value when found necessary to raise 

money for payments due fros the treasury funds for which the 
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securities have bee~ purchased. 

(6) The state treasurer shall keep an account of the 

total of each investMent fund and of all the invest•ents 

belonqing to such fund and of the participation of each 

tre~s~ry fund account therein and shall .aka from time to 

tiae ;uch reports with reference thereto as may be directed 

by Ute board of i nvesteents. 

(7) The cost of ad•inistering and accounting for each 

investment fund shall be deducted from the income therefrom9 

except that such costs of the trust and legacy fund shall be 

paid fro~ income otherwise receivable from the pooled 

inv~stnent fund, and the a.aunts required for this purpose 

shall be appro~riated by the legislature fro• the respective 

investMent funds." 

Section 22. Section 17-6-211• MCAt is amended to read: 

"17-6-211. Permissible invest~ents. (1) The following 

securities are permissible invest~ents for alJ investment 

funds referred to ln 17-6-203• except as indicat~d: 

(a) any securities au~horized to be pledged to secure 

deposits of public funds under 17-6-103; 

(b) bonds, notes• debentures. equipment obligations. 

or ~nf other kind of absolute obligation of any corporation 

organized and opera~ing in any state of the United States or 

in c~nad~. if the obligations purchased are payable in 

Unite~ States dollars. or of any corporation in which the 
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Unite1 States government is a voting shareholder by act of 

congress; provided that all investMents under this 

subsection (b) must be rated by one nationally re~ognized 

rating agency among the top third of their quality 

categories, not applicable to defaulted bonds; 

(c) co~~ercial paper of prime quality, as defined by 

one n~tionally recognized rating agency, Issued by any 

corporation orqanized and operating in any state of the 

united States• provided that: 

(i) such securiti?s Mature in 270 days or less; 

(ii) the issuing corporation or the parent co•pany of a 

finance subsidiary tssuinq co•mercial paper, at the tl.e of 

the 13st financial reporting period• had a ratio of current 

assets to current liabilities, Including aMong current 

liabilities long-term debt maturing within 1 year. of at 

l~ast 1 1/Z to 1 and had received net income averaging 51 

mllli1n or More annually for the preceding 5 years; and 

(iii) no invest•ent mav be made at any time under this 

subsection (c) ~hich would cause the book value of such 

i nves~. nents in any investment fun1 to exceec1 10% of the book 

value of such fund or would cause the commercial paper of 

an1 on~ corporation tc exceed 2~ of the book value of such 

fund; 

(j) bankers• ,:tcceptances guaranteed by any bank having 

its ~rincipal office In any stdte of the United States and 
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havinq deposits in excess of $500 million; 

(~) interest-bearing deposits in banks, building and 

loan associations. and savings and loan associations located 

in ~ontana. provided• however• that the boaro of investments 

shall require pledged securities as specified in 17-6-102 

(interest on said deposits shall not be less than the 

prevai)fng rate of i"terest being paid on deposits of 

private funds)i 

(f) unencumbered real property, first mortgages, and 

participations in first mortgages on unencumbered real 

property• provided that: 

(i) no such mortgage or mortgage participation may be 

purchased unless: 

{AI the principal a•ount of th@ loan secured by the 

mortgage or aortgage participation is 60~ or less of the 

appraised value of ~he property; 

(B} the principal amount of the loan secured by the 

mortgage or mortgage participation exceeds 80~ of the 

appraised value of the property but the a•ount of the loan 

in excess of eo,, determined at the time the loan was made7 

Is guaranteed or insured by a Mortgage insurance ca.pany 

which the board of investments has determined to be a 

qualified private insurer; 

(C) 25% or aore of the loan or participation therein 

secured is guaranteed or -insured in the event of default by 
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the u,it:ed States of Am~rlca or an agency thereof; or 

(D) the mortgagor h3s leased the ~ort:gaged property to 

a person, firm• or corporation whose rental payments under 

the lPase are guaranteed -for the full term of the loan or 

part ic i pat ion there in by an agency of the United States; and 

(ii) no invest.ent shall be made at any time under 

subsection (l){f) which would cause the book value of such 

investnents in any lnvest~tent fund to exceed 501: of the book 

value of such fund. 

(2) Investments from the pooled lnvest•ent fund shall 

be restricted to fixed income securities described In 

subsections (1){a) to (l)(e) above. 

(3) Ketireaent funds and the fund provided for in 

17-6-203, subsection (4) may be invested in preferred and 

common stocks of any corporation organized and operatinq in 

any state of the United States provided that: 

(a) the corporation has assets of a value not less 

than $10 ~illion; 

(b) if the investilent is preferred stock, the 

corporation's aggregate earnings available for pay.ent of 

interest: and preferred dividends. for a period of 5 

consecutive years immediately before the date of investment• 

have oeen at least 1 1/2 ti•es the aggregate of interest and 

preferred dividends required to be paid during this period; 

(c) no invest.ent may be made at any time under 
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subsection (3) which would cause the book value of such 

invest~ents In any retirement fund to eKceed 50% of the book 

value of such fund or would cause the stock of one 

corpor3tion tu exceed 2% of the book value of such 

retireaent fund; 

(d) subsection (c) does not apply to funds provided 

for ;~ 17-6-203(~)• 

{~) The board of investments shall endeavor to direct 

it~--cactlDD--af the state•s investment business to those 

10 inwest~ent fir•s and/or banks Nhich maintain offices In the 

11 state and thereby make contributions to the state economy. 

12 Furth~r• due consideration shall be giYen to investments 

13 which will benefit the smaller COmMUnities in the state. The 

1~ state•s investment business will be directed to out-of-state 

15 firMs only when there is a distinct econo~ic advantage to 

16 the st~te of Montana. 

11 121--lbB-HQotana_~gnnm~-de~~Qmeat_bgacd created--in 

1~ ~e~tLao_l~J_ma~-io~e~t-tbt-~otana_io:~te-Ln~~en~ 

19 iD--aDx--lo:atate--iD~tmeot__autbacilud--b~--l~LUle~iD 

20 addltian_to_tbQ~~i~teuot~-autbncized-b¥--tbi~~~t!Qaa" 

21 ~~H-1ftllg~& ~ection Z3• Temporary investment 1 i•it. 

27 Notwitnstandlng the percentage figure in [section 8]• tne 

23 invest•ent limit for fiscal year 1984 must be calculated 

24 bas eo on 252: of th.e tot~ 1 coal tax deposits to the permanent 

25 coal t1x trust fund •ad~ fn fiscal year 1963. 
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llf:ILSEtl.Ulflla Section 24. Severability. If a part of 

this act is Invalid, al1 valid parts that are severable from 

the invalid part remain in effect. If a part of this act ~s 

invalid in one or more of its applications, the part reMains 

in effect in all valid applications that are severable froM 

the invalid applications. 

~E~-SEtllCtia Section 25. Effective date. This act is 

effective on passage and approval. 

-End-
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STATE"ENT OF INTENT 

HOUSE Bill 100 

House EconoMIC Oavelop.ent Co .. ittee 

111 A stateaent of Intent is required for this bill 

because It grants ruleaaking authority to the Montana 

econoaic develop•ent board In section 16. These rules will 

include definitions of s.all- and .. dlu.-sized businesses, a 

9 method of co••ftment of fund$ to financial Institutions, 

10 setting service fees for loans, defining types of 

11 per•lssible invest.ents, and procedural rules to govern the 

12 board•s·proceedlngs. 

13 

H 

(2) It is the intent of the legislature that: 

Cal the definitions of seall- and .. diUII-SiZed 

15 business be based on either the nu•ber of eMployees of the 

16 business. the level of capi~alfzation of the business, or a 

17 co•bination of these factorsJ 

18 (b) the .. thod of eo .. ltting funds to financial 

19 institutions be siMilar to the .e_thod utilized by the board 

ZO of housing for committing funds for housing develo~nts to 

Zl financial institutions; 

l2 (c) the level of service fees be set to cover the 

23 costs associated with processing the invest.ent and be 

2~ simil3r to those charged by finanCial institutions; 

25 (d) the per•lsslble invest .. nts adopted ~y rules be 

1 

2 

3 

~ 

5 

6 

1 

8 

HB 100 

based on the long-ter• benefit to the "ontana eeono•y and 

adhere to the prudent-.an rule. The lnvest.ants should be 

aiBed at diversifying, strengthening, and stabilizing the 

Montana econo•y and Increasing e.ploy .. nt opportunities 

while aalntaining and iapcoving a clean and healthful 

envlron.ent; and 

Ce) the procedural rules be based on the Attorney 

General•s •odel rules. 
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HOUSE BILL NOo 100 

INTRODUCED BY KEMMISt TOMEt VINCENTt HARRINGTONo 

~ETCALFt HARPERt SCHYEt DARkOo HANSENo ~. HAMMOND, 

KADASo VELEBERo MALORDNo MENAHA~o J, JENSEN0 

SAUNDERS, MCBRIDE 0 NISBETt Do BRDWNo SCHULTZo 

REANo BACHINio PEtKo FARRISo O'CONNELLo NILSON, 

~. BROWN0 CONNELLYo LYBECKt KEENANt ZABROCKI, 

MCCDRNICKo HOWE 0 DRISCOLLo DAILYo PAVLOVICH• 

HOLLIOAYo BENGTSDNo KENNERLYo SHONTZo YARDLEYo 

SPAETHo NILLIANS 0 ADDYo NEUMANo BARDANOUVEo 

ROUSH, KOEHNKEo FA8REGAo BERTELSEN• fAGGo 

~ERGENEo MILLERo HEMSTADo STINATZo HARPo HALLIGA~o 

ERNST, CRIPPENo VAN YALKENBURGo ECKo 

JACOBSON, COHOVERo SERGo NOHARo MAZUREK, 

HAFFEYo CHRISTIAENSo LANE, DANIELSo 

THONASo Ro MANNING, HAGER 

BY REQUEST OF THE GOVERNOR 

A BILl FOR AN ACT ENTITLED: •AN ACT TO IMPLEMENT SECTION 3 

OF INITIATIVE 95; CREATING AN IN-STATE INVESTMENT FUND TO BE 

ADMINISTERED BY THE MONTANA ECONOMIC DEVELOPMENT BOARD; 

PROVIDING fOR TYPES OF INVESTMENTS TO BE MADE; AMENDING 

SECTI~NS 17-6-201 ANO 17-6-21lo MCAr AND PRDYIOIN~ AH 

IMMEDIATE EFFECTIVE DATEo• 
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BE IT ENACTED BY THE LEGISLATURE Of THE STATE OF KONTANA: 

N~M S~CIJQN. Section l• Short title. This act •ay be 

cited as the •Montana In-State InvestMent Act o~ 1983•. 

~f~tllOaa Section z. Definitions. As used In 

[sections 1 through 16 and Initiative 95 approved by the 

people at the election on Noveaber z, 19BZ]o unless the 

conteKt requires otherwise, the following definitions apply: 

{1 ,- •Board• •eans the Montana . econo•lc devel opMnt 

board established in [section 19]. 

(2) •Clean and healthful environ .. nt• .. ans an 

environaant that Is relatively free fro. pollution which 

threatens hu•an health• including as a •lnl.u•• compliance 

with federal and state environ•ental and health s~andards. 

C3l •Coe•lttee• -ns the econo.ic de¥81op-nt 

OYerslght co.-ittee created by [section 17]• 

t~l •Financial lnst<tutlon• Includes but Is not 

lialtad to a state- or federally chartered bank or a savings 

and loan association• credit unlon9 Insurance co•pany, 

developMent co•panye or Investment bankin~ co.pany. 

{.3) "loan partlclpatlon• aeans loans or portions 

thereof bought from a financial in~titution. 

(6) •Locally owned enterpriseR .. ans any enterprise 

51' ~f whose stock• partnership Interests, or other 

ownership interests are owned and controlled by residen~s of 

Montana. 

-z- HB 100 
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(l) •Long-tere benefit to the Montana economy• •eans 

an activity that d+ye~s+F+e,-end-~&bi++~ee ~18£~LU~ the 

Montana econo•y and thAt: has "the potential to WJaintain and 

c:rea'te jobs, i'ncrease per capita lncOitet or increase Montana 

tax ravenues In' the future to the people of Hontanat either 

directly or indirectly. 

(8t •Montana econo•y• means any business activity in 

the state of Montana, Including those which 

existing jobs or-create new jobs In Montana. 

continue 

(9) •Montana In-state investment fund• Means the fund 

establishe4 by [section 3 of Initiative 95)• 

(10) •service· fees• •eans the ~eas nor.ally charged bJ 

a financial in•tltut:ion for servicing a loan, including 

a.ounts charged for collecting pay.ants an4 

aaounts to the fund. 

re•Jttlng 

:li;W-.SES:.llll!l. Section 3. Montana in-state invest-nt 

fund. The Montana in-state invest.ant fund consists of 25* 

of the revenue deposited after June 30• 1983, into the 

per•anent coal tax trust fund established In 17-6-203(5) and 

the principal &ftd-+n~re~ pay•ants on all lnvest~nts .ade 

fro• the Nontana In-state tnvest-.nt fund. 

lltiW SECIIQ!lo. Section "• Unifle4 lnvest-nt prograM. 

The Montana eci>n-ic developMnt board and the board of 

lnvest'""'ts shall hold joint •eetlng.s at least twice a year 

as 'II unified lnvest-nt board• for purposes of CPII.rdlnatlng 
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lnvest•ent :strategies. policies, and progralias as required by 

Article Y-III.,,section 13• ·of the ·Montana cOnstitution. 

~r;tt~alJllt.& Secti'On s. Authorized invest•ents. Tho 

Montana i n-s·tate i nvasteJent fund ...,st be Invested in the 

securities au-thorized as perMissible lnvestMnts under 

17-6-211 and in any other type of ih-state investaent 

authorized by rules adop~ed by the board. 

U~SECJIQN. Section 6• Investment preferences. In 

deciding which o~ several invest•ants of equal or comparable 

security AID-BEXUIM are to be made• the board shall give 

preference to the business InvestMents that& 

.(1) are for locally owned enterprises 'that are e·ither 

expanding or· establishing new operations; 

(Z) provide jobs that will be substantially filled by 

current Montana residents as opposed to providing jobs that 

will be ~illed by nonresidents co•lng into the state to fill 

such j<>bsl 

(3J •aintaln and l~rove a cJean an4 healthful 

envrrontnent, wit.h e~phasis on conservation• renewable 

resources. and alternative e~ergy ·production; and 

U;) Et!f!!!UGE QB IWiUlT THE !BQti;S$1tjl;o REEININGs 

lli&UIUI&• ANQ 

Ali&WI~L 

tll-ULII;j£..PBQAJL1fd IIA!di fQB JHU llt!iUUlJP~llB 

LllJUZf.- 'Qif!W=lDU !Jill UX TilE PIEI(.tl' JI!G .\l'li ... EDB~ 
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~UCTION MAD~QSSIDLE BY STATE INViSTMENJ: 

Ul-1Wt£..IWIIIJISII!W.E AfflQATUE -A£Il.Qa-EUJ1~ 

£!fLUllH&--KfTERANSs MQMEHa MJNQBlJJ£~-AHQ IH£ HANQ!GAPPEQ! 

II! 

t+tLll benefit small- and medium-sized businesses as 

defined tn rules adopted by the board. 

~E~~ Section 7. No direct loans. No aoney 

froa the Montana fn-state invastaent fund •ay be used to 

aake direct loans to individual borrowers. Loans or portions 

there~f originated by a financial institution that are sold 

to tha trust are not direct loans. 

~cM-S~a Section 8o Li•itation on size of 

invest•ents• Mo invest.ant .a, be aade that will result in 

any one bus-iness enterprl_se or person receiving a benefit 

fro. or Incurring a debt to the Montana In-state tnvest~nt 

fund the total current accu•ulated amount of which exceeds 

10~ of the ~rior fiscal year•s coal severance tax revenu• 

deposited ln the Montana in-state investaent fund. 

rtfH-nullll'ia sGctlon 9• State participation In lo.ans. 

State participation- _in any loan to a bus-i.nass enterprise,. 

except for a 1 oan_ guaranteed by a fe<feral agency., 111u-s1: be 

lfatt-ed to 80~ of' the outstaadrft9 loan. The state shall 

j)articJ.pate- in the securlt:-y f'ar a loan i-n the sa•e 

proportion as ~he loan partlcJpatfo~ a.aunt. 

Helf_SE!;llliL Sect-Ion lOo Prfor COIHilt-nt of funds. 

_,_ 
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The board •ay authorize the co .. it.ent of funds to financial 

Institutions pursuan~ to rules adopted by the board• but the 

deteraination as to credit with respect to Individual 

inyest•ents aust be Made by the financial institution and 

the board• 

'~W SECIJQN. Section 1lo Rate of return. In 

calculating the rate of return for any lnvest.ent to be eade 

fro• the Montana •~-state invest•ent fund, the board shall 

consider the long-terM benefft to the Montana economy. 

~EM-S££11D~ Sec~ion 12• Service charges. The board 

shall by rule establish reasonable service fees that aay be 

charg•d on loans aade fro. the Montana in-state invest.ent 

fund. 

KfM-SC~ Section l3o Audit and 

evaluation. (1) the board shall con~ract 

independent financial audit 6f the board and 

In-state lnvest•ent fund. 

perfor..ance 

for an annual 

the Mon-tana 

t2J The board shall contract for biennial Independent 

•Perational and perfor.ance evaluations of the board and· the 

Montana in-state investment fund. 

~EY SECTXOHa Sac~fon 1~· Reports and pu51fcatlons. 

('1.1- By· Septe•ber 30 of each ye...-. the board shall- pui>Hsh a 

r<rport for di:Stribution to the goveHIOr• the teghlature. 

and the pubUc. fhe report ""'" be ·...-itten In easllr 

understandable language. The report aust Include: 

-6- HB 1-00 
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auditors; 
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by Independent 

(b) a st:at:e .. nt of the"·a.ount of aoney received by the 

Montana In-state ln~tMeftt fund from each lnv.-tmant during 

the period cO¥•red; 

(c) a st~te.ent of ln¥ast.ents of tne Kontan. In-state 

invest•ent fund• Including an appraisal ~t .arket value; 

(d) a desErlption of Investment actiwlty, during the 

period covered by the report; 

(e) a c~parfson of the Mon~ane in-state investMent 

fund-•s peTftormanc-e In relation to intended goals contained 

in [~~tctlon l of lnltl,a,t:Jva 95)1 

ff) an ax..,lnatlot> of tiHt i..,act of the invest..,nt 

criteria of (sections 5 and 6)1 

(g) recOfltlendatlons of any needed changes; and 

(h) any other lnfor.atlon the board believes would be 

of interest to the governor. the legfs1aturet and the 

public. 

(21 The annual Inca.. state.-nt and balance sheet of 

the Montana in-state Investment fund •ust be published In at 

l&ast one newspaper In each judicial district of the state 

by October 30 of each ye•r• 

!!Elf SE'-IJOlla Sect I 01t 15. Report on potentl;ol uses of 

coa.l t•• trust fund. The bo.N'd sh;oll prepare for each 

ragular &e$slon of the leg~shtura " report .., j)Otantl al 
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uses of t.he coal tax. trust fu.nq to.develqp a stable, st-rong, 

and diversified Montana econo•y that meet, the neeos of 

present. and future generations of ~ontanans while 

nin.talning and iMproving a clean and healthful environment 

as. required by ArtJcle IX• section 17 of the Montana 

consti tut I Gn• 

ll~ll U'IIQ!t. Section 16. Rule•aklng authority. The 

board May adopt rules ~o imple.ent the provisions of 

[sections 1 through 16] and 17-6-211(5)• Rules adopted by 

the board llliay Include definitions of small- and tnedium-.sized 

business••• a aethod o~ coamitting funds to financial 

institutions, types of 5.erv-l ce feast and types of 

lnven~ent$ to be l!le<'•• The board IHY also adopt procedural 

rqles to govern its ~QC~edlng5• 

ll~Setttgw. Sectl~ 17• Econa.ic d"velop.ent 

oversight coQittea. (1) There fs an t!ConoiAic dave1.op.ent. 

oversight co .. ittee. 

(2) The co..rttee consists of: 

(a) four ... ber5 of the senate, appointed by the 

co-lttee on COIJIIi.l t:t-s; and 

(b) four •e•bers of the house of represeAtati·¥-&S• 

appointed by t~ speaker of the house. 

C 3) No more thjlll t""' ,-llbers fr,oe each house -r be of 

the saee political pa~r· 

1~1 M~rs oft~. coeelttee eust be appointed bef.ora 

-a- HB 100 
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~he 90th legislative day of a regular sesstoft• 

"(51 Appoint•en~s to the co .. ittee are ;bt 2 years. A 

meeber of the co .. lttee serves until his ter• of office as a 

legislator Is ended or his successor Is appointed• whichever 

occurs firs-t. 

··~~ vacancies .ust be filled in the .. nner specified 

In 5-18-lO.r,. fo_r filling vacancies on the revenQII oversight 

co•ittee. 

(.:0 "The .eoaittee shall elect one of its 11e11bers as 

chalr•an and any ot~ officers It considers necessary. 

~fW_~tllQia Section l8o Powers and duties of 

co .. ltteeo (1) All rules proposed by the "ontana econoeic 

develop•ent · board• created In [section 19]• and filed with 

the 5~cretar, Of state •ust be reviewed by the co••lttee. 

(ZJ The co .. ittee 11ay: 

caJ prepare written or oral rec~ndations for the 

adqption• amend•ent, or rejection of a rule and sub•it the 

reco11111endatlons to the board, whether or not a rulenkfng 

h~aring is to be held; 

(bl require that a rulaeaking hearing be held in 

accordance with the provisions of 2--4>-302 through 2-lt-305; 

(c) reco•~nd to the legislature the repeal. 

amend3ent. or adoptlon of a rule through legislation. 

(3} The co .. ittee •ay investigate and issue reports on 

any aatter concerning econoalc development or any other are~ 
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of thJ Montana economic deVelop-ant board•s authority. 

~t~IlaHa Section 19o "ontana econo•lc develop .. nt 

board allocation coeposltion qvMi-judiclal 

power5. (1, There is a Montana econo•lc dev·~~n~ bo~rd. 

Except as otherwise provided in this section.; tft• -board is 

allocated to the department of co .. erce for _..,nlstrative 

purposes only as provided in 2-15-121· T~ board has 

authority over its own personnel as provided Jfi (a-eetlon 

ZO]o 

(2) The board ts c~posed of seven ••.Oers. to be 

appoi~ted by the governor as prescribed in z-15-124• The 

board •ust be-broed~y~prese~~+..-e~~he--~tet eeekl~ 

~e--~~anee--pre¥e.s+..,..,._...,.,..,....,...,._eftd-p-+e fHfflfSf=tWI 

eeeeanteb+•+~ JMt~UDE &I LEAST QH~ PERSPH REPBE$EMJlMG fA£H 

llf..Illf_EaJ.! OWING: THE fUWiCUL tDI!IIUI!!IJy, SUI I BUSINE$$e 

&alr.UUu&E• OBMMIJED s.aiQs 1 ·•NO THE &EMfRAl P"IL''• 

(31 The board is de•ignated as a quasi-judicial board 

for the purposes of 2-15-1-l't. 

(~) The board .ey iH&LL invest the MOntana In-state 

invest•ent fund according to the provisions of [sections 1 

through 3 of Initiative 95 and sections 1 through 16] and 

17-6-?01 and 17-6-211. 

~tll-if~Dlk Section 20o Pecsonnel of .board. (1) The 

Montana econo.tc dovelopatent board 11ay e•ploy an i·nvestaent. 

officer, who will have general responsibility for the 

-10- HB 100 
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selection and aanage-nt: of the board•s staff and direction 

of invest•ent activity. The invest .. nt officer serves at the 

pl eas.t.re of the board. 

(2) The board may prescribe the duties and annual 

salary for pro~essional staff po&ftions. 

Section 21. Section 17-6•201• HCA, Is amended to read: 

•11-6-201. Unified invest.ent progra. general 

provisions. (ll The unifor• i.nvest..-nt: progra• directed by 

Article VIII, section 13, of the 1972 Montana constitution 

to be provided for public fund• shall be ad•inistered by the 

board of I nvest~~ents 

bu4tA in accordance with the rules provided in this chap~er 

·illl!LU.cUIAAf. ~qugb lf>l Md with that degree of judg-nt 

and caret wnder circ~.staneas froa ti.e to tiae prev~iling9 

which een ~of prudence, discretion, and intelligence 

exercise in the ManageMent of their own a~fairst not for 

speculation but for fnvest•en-t.• considerin-g the probable 

safetr of their capital as well as the probable incoae to be 

derfvedt and preservation of purchasing power of capital 

during periods of sustained high 110netary Inflation. 

1Dulita1111U b¥ tb• L'ontiii!IJ ~BliLJlQIJCd..AU 

l.laiUil..u..lii!UL.IUde it<lll l;llLJSQDUilL-iD-st&t• .ID'$f,$Msrt. 

fl&l::td_apa foe tM pvrpg•ll• s•t foc.tb..iJ:L.[MStiqgs 1 tbrpn.gb 

Ula 

t2·J All stau funds shell be I AY9Sted and ..-.lnvetted 
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in securf~les enumerated In 17-6-211 to the maxlaua extent 

consistent with this pglicy and Nith the need and ti•inq of 

cash expenditures for particular purposes. 

(3) The board of inves~•ents has the sole authority to 

invest state funds G1b&t--t»AD--libt--L'oataoa lo-~ta~ 

iD~BAla&a~fUDd• No other a1encv may invest ~~b state 

funds. The board shall direct the investeent of state funds 

in accordance with the laws and constitution of this state. 

The baard has the power to veto any invest•ents ~ade under 

its general supervision. 

1~1 The board af-lQ¥&S118nt• shall: 

(a) assist ageneies with public .aney to deter•Jne if• 

when, and how much surpl·us cash Is avai 1 able for tnvest~ten'ti 

(b) deter•lne the amount of surplus treasury cash to 

be i nv ested; 

(c) deter•Jne the type o¥ inves~eent to be •ad•; and 

(d) prepare the claiM to pay for the inYestment. 

(S) The board of invest.ents •ay: 

(a) execute deeds of conveyance transferring all real 

proper~y obtained through foreclosure of any invest•ents 

purchased under the provisions .of 17-6-Zll when full pa110ent 

has been received therefor; 

lbl direct the withdrawal of' BRit funds deposited by or 

for the state treasurer• pursuant ~o 17-6-1al end ll-6-i0$1 

(cl dire£t the nle of any securities in thoe progra,. 

-12- HB 100 
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at their full and true value when found necessary to raise 

money for pay•ents due fro• the treasury funds for which the 

securities have been purchased. 

(6J The state treasurer shall keep an account of the 

total of each invest .. nt fun~ and of all the lnvestaents 

belonging to such f'und and of the partlcfp.ation of each 

treas~ry fund account therein and shall •ak• fro. time to 

tl•e such reports with reference thereto as •ey be directed 

by the board of investMents. 

(7J The cost of ad•inlstering and accounting for each 

invest•ent fund shall be deducted froM the lnco.e therefro•• 

excep~ that such costs of the trust and legacy fund shall be 

paid fro• lncoae otherwise receivable fro. the pooled 

invest•ent fund• and the a.ounts required for this purpose 

shall be appro~riated by the legislature fro• the respective 

invest•ent funds.• 

Section 22.. Section 17-6-Zllt MCAt Is aiiMtnded to read: 

•lT-6-211. Per•lssible invest•ents. (1) The following 

securities are per•issible _lnvesteents fo.r all investment 

funds referred to in 17-6-203, except as indicated: 

(a) an~ securities authorized to be pledged to secure 

deposits of public funds under 11-6-103; 

(b) bondst notest- debentures •. equip•ent: obligations, 

or any _other kind of absolute obligation of any corporation 

organized and operating in an, state o£ the United States or 
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In Ca~ada• If the obligations purchased are payable In 

llnited nates dollars. or of any corporation In which the 

United States gover-n•ent Is a votIng sharehol_der by act of 

congress; provided that all investaents under this 

subsection (b) •ust be rated by 

ratin~ agency a~ng the top 

one ~ationally recognized 

third of their quality 

categories~ not applicable to defaulted bonds; 

(C) comaercial paper of prf•e qualitY• as defined by 

one nationally recognized rating agency, issued by any 

c~rporation organized and operating in any state of the 

united States, provided that: 

lil such securities •ature in 270 days or less; 

(I I) the lssui ng corporation or the parent CotOpany of a . 

finance subsidiary Issuing co•Mercfal paper~ at the ti.e.of 

the· 13st financial reporting period, had a ratio of cu-rrent 

assets to current liabilities, including aeong current 

I iabil ities long-term debt maturing W".ithln 1 yeart of at 

l~ast 1 1/2 to 1 and had receiwed net income averaging Sl 

milli3n or .ora annually for the preceding 5 years; and 

(iii) no investaent may be made at any time under this 

subsection (c) which would cause the book value of such 

f"nvestill•nts in any investent fund to exceed 10* of the book 

value of such fund or would cause the commercial paper of 

any one corporation to exceed 2~ of the book value of such 

fundi 
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(~d) Den'kers • accapun·ees· guatant.eed by any bank havIng 

Its principal o~flce In any state of the United States and 

having deposits in excess· of ssoo •ill ion; 

(a) interest-bea~inq deposits in banks• building and 

loan associatlons, and savings and loan associations located 

in Montana, provided. hotHtver, that the board of investaents 

shall require pledged securities as specified In 17-6-102 

(Jntwe.s.t on said deposit& sh.all not b-e less than the 

prevailing rate of interest being paid on deposits of 

private funds) I 

(f) unencu•bered real property_, f1rst aort~ges, and 

participations in first .ortgages on unencuabered real 

property• provided thato 

(iJ no such aortgage or mortgage participation .. , be 

purchased unlessr 

(AI the principal aaount of the loan securad by the 

1110rtgage or •ortgage participation is eO% or l•s·s of the 

appraised value of the property: 

(B) the principal a-aunt of the loan secured by tha 

aortg3ge or ~rtgege participation exceeds 80% of the 

appraised value of the pr.oparty but the a•ount: of the loan 

in •~c&ss.of ao,. detar•ined at the tiee the loan was madet 

Is. guaranteed or insured by a •ortgage lnsuranee coMpany 

Whl.cll l:he board r>f i<Oves~nts has deter• I ned to be a 

qualified private Insurer;· 
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(C) 25' or more of the loan or par~icipation therein 

s~cured i·s guaranteed or insured in the event of default by 

the U~ited States of Aaerfca or an agency thereof; or 

(D) the •ortgagor has leased the mortgaged property to 

a person 9 firm. or corporation whose rental payments under 

the lease are guaranteed for the full term of the loan or 

participation therein by an agency of the United States; and 

(ii) no investMent shall be made at any ti•e under 

subsection (l,(f) which would cause the book value of such 

invest~ents In any lnvest.ent fund to exceed sot of the book 

value o' such fund. 

(Z) lnvest.ants fro. the pooled investment fund shall 

be reatrlcted to fixed lnca.e securities described in 

subsections t1)(a) to (lJ{e) above. 

(3) Retlreeent funds and the fund provided for in 

17-6-203, subsection (4, aay be invested in preferred and 

co•aon stoeks of any corporation organized and operating in 

any state of the Unl~ed States provided that: 

(~» the corporation has assets of a value not less 

than $10 alllion; 

(b) I~ the investaent is prefer-red stoc-k-t the 

c?rporati·on•s aggregate earnings avaflablv for pay~~ant of 

interest and praf~red dividends~ for a period of 5 

consecutive years i...atately befOre t:he date of inves-t•ent:t 

have been at least 1 1~ t:f••-t the aggregate of Interest and 
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preferred dividends required to be paid during thfs period; 

(cJ no invast .. nt •ay be made at any tiae unde~ 

subsection (3) which would cause the book value of such 

invest•ents in any retireaent fund to exceed SO% of the book 

value of such fund or would cause the stock of one 

c.orpor atJ on to 

retlre•ent fund; 

exceed 2:1: of the book value of S-UCh 

(d) subsection (c) does not apply to funds provided 

for In 17-6-203(1t)• 

f~J The board of invast•ents shall endeavor to direct 

lti-Ra~t!QD-af the state's lnvest•ent business to those 

12 invest•ent firms and/or banks which •aintain offices in the 

13 state and thereby make contributions to the state econo•r• 

14 furth~r. due consideration shall be gi~en to invest•ents 

15 which will benefit the s•aller COMMUnities In the state. The 

16 state's invest•ent business will be directed to out-of-state 

17 fir•s only when there is a distinct econoalc advantage to 

18 the state o~ Montana. 

19 L~l Ibe -BQQtaDa-e~ai~ deyelQpwegt_b2a£~=at&d-lo 

20 Llill!;tiQD-.U.l-UJ-l.IIXUt-tbc-llliiiUna I n-suu_!~ent._tww 

21 in-illl¥- in-state--imte..&:tMD.t_aut..bJu,..i.z.tuL-b¥--Us rul es--lu. 

2 z aJiliJ.tillD-...t.ll-tb!IU-l.D.v•st••nt.~uttmr I zed bJI t b~t.l.lm.a w 

23 llf¥.-S.U:.Illlll:a Sect I on 23. Tewporary- I nvest...,nt llw! t. 

24 NotwithstandJng the percentage figure in {section 8)• t~ 

2'~- inYestment 1 htit for flscal year 1"984 must be calcul-ated 
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based on 25S of the total coal tax deposl·ts to the per•anent 

coal tax trust ~und •ade In fiscal year 1983. 

~f¥-SECllaU. Section Zit. Severability. If a part of 

this act Is invalid, all valid parts that are severable fro. 

the i~valid part remain In effect. If a part of this act Is 

invalid in one or eore of Its applications, the part re•alns 

in effect IB all valid applications that are severable from 

the invalid applications. 

~fM~l~IIQla Section zs. Effective date. This act is 

effective on passage and approval~ 

-End-
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March 23, 1983 

SENATE STANDING COMMITTEE REPORT 
(Business and Industry) 

That House Bill 100 be amended as follows: 

1. Page 2, line 11. 
Following: "is" 
Strike: remainder of line ll through "as" on line 12. 
Insert: "at" 

2. Page 2, line 12. 
Following: "minimum," 
Insert: "in" 

3. Page 2, line 18. 
Following: "union," 
Strike: remainder of line 18 in its entirety. 
Insert: "or" 

4. Page 2, line 19. 
Following: "development" 
Strike: remainder of line 19 through "banking compa~y" 
Insert: "corporation created pursuant to Title 32, Chapter 4" 

5. Page 4, line 10. 
Following: "made" 
Insert: "when sufficient funds are not available to fund all 

possible investments" 
strike: "shall" 
Insert: "ma,y" 

6. Page 4, lin~ 19. 
Following: "environment" 

' ... -, .. i '. '" 

Strike: remainder of line 19 through "production" on line 20. 

7. Page 4,. line 24, through line 1 on page, 5 .• 
Strike: subsection (5) in its entirety.· 
Renumber: subsequent sections 

. 8. Page 10, line 14. 
Following: "aeeem~~ah-B:i~yll 
Strike: remainder of line 14 through "PUBLIC" on line 16. 
Insert: "be broadly representative of the state, seeking to 

balance professional expertis~ and public interest and 
accountability" 

' ·'• ., 



March 26, 1983 

SENATE COMMITTEE OF THE WHOLE AMENDMENT 

That House Bill No. 100, Elliott Committee of the Whole Amendment 
subsection (2) be amended as follows: 

1. Following: "2." 
Insert: "In deciding which of several investments of equal or 

comparable security and return are to be made" 
Strike: "The• 
Insert: "the" 

March 26, 1983 

SENATE COMMITTEE OF THE WHOLE AMENDMENT 

That House Bill No. 100, Committee of the Whole Amendment of SenatOr 
Elliott, be amended as follows: 

1. Following: subsection 3. 
Insert: "4. The board shall give preference to the business 

investments that maintain and improve a clean and healthful 
environment.• 

March 26, 1983 

SENATE COMMITTEE OF THE WHOLE AMENDMENT 

That House Bill No. 100, Standing Committee Report, Business & Industry, 
be amended as follows: 

1. Strike: Amendments 1 and 2 

March 26, 1983 

SENATE COMMITTEE OF THE WHOLE AMENDMENT 

That House Bill No. 100 be amended as follows: 

1. Paqe 8, line 15. 
Strike: Sections 17 and 18 in their entirety 
Renumber: subsequent sections 



March 26, 1983 

SENATE COMMI'rTEE OF THE WHOLE l\MENDMENT 

That House Bill No. 100 be amended as follows: 

1. Page 4, line 8. 
Strike: Section 6 in its entirety 
Insert: ""New Section. Section 6. Investment Preferences. 

1. The provisions of Article II, Section 4 of the Montana 
Constitution prohibiting discrimination shall be strictly 
applied with relation to any investment made under this act. 

2. The board shall give preference to the business investments 
that: 

(a) are for locally owned enterprises that are ·either 
expanding e~isting operations or establishing new operations; 
and 

(b) provide jobs that will be substantially filled by 
current Montana residents. 

3. Preference shall be given to small and medium-sized 
businesses are defined in rules adopted by the board.• 
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STATEMENT OF INTENT 

HOUSE BILL 100 

House EconoMic Developaent Comaittee 

(1) A state~ent of intent is required for this bill 

because it q~ants rulemaking authority to the ~ontana 

econunic develap•ent board in section 16. These rules will 

include aefinitions of s•all- and mediuM-sized businesses, a 

9 ~thod of commlt•ent of funds to financial institutions, 

10 setti~g service tees for loans • defining types of 

11 permissible investments• and procedural rules to govern the 

12 board•s proceedings. 

13 

14 

{2) It. is the Intent of the legislature that: 

(a) the definitions of SMall- and aediul'l-sized 

15 business be based on either the nu•ber of e•ployees of the 

16 busio~ss. the level of capitalization of the business, or a 

17 co•bination of these factors; 

18 ( bJ the method of coMmitting funds to financial 

19 institution5 be si•ilar to the method utilized by the board 

2'1 of ho1Jsinr,j for committing funds for housing developments to 

.21 fin'Jnr:ial institutions; 

2l (c) the level of service fees be set to cover the 

23 cos~s associated with processing the lnvest•ent and be 

24 si~il~~ to those charged by financial institutions; 

2~ (d) the permissible invest•ents adopted by rules b~ 

2 

3 

4 

5 

6 

1 

3 

HB 100 

based on the long-terM benefit to the Montana econoMy and 

adhere to the prudent-man rule. The invest•ents should be 

aimed at diversifying, strengthening, and stabilizing the 

Montana economy and increasing employ~nt opportunities· 

while •aintalning and i•provinq a clean and healthful 

envfr,nMent; and 

{e) the procedural ~ules be based on the Attorney 

Genar~l•s model rules. 

-z- N E F E R E H C E 
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HOUSE BILL NO. 100 

INTRODUCED BY KEMMJS, TOMEo VINCENT, HARRINGTON• 

METCALF, HARPER• SCHYE, DARKO, HANSENo J, HAMMOND, 

KAOAS, VELEBER, MALDRONo MENAHA~, J• JoNSENo 

SAUNDERS, MCBRIDE, NISBET, D. BROWN, SCHULTZ, 

~EA~, BACHIPII• PECK, FARRIS• O'CONNELL, NILSON, 

J, HROMNt CONNELLY, LYBECK, KEENAN• ZABROCKI• 

MCCORMICK, HOME, DRISCOLL, DAILYt PAVLOVICH, 

HOLLIDAY, BENGTSON, KENNERLYt SHONTZ• YARDLEY, 

SPAETH, WILLIAMS, ADDY, NEUMAN, BAROANOUVE, 

ROUSH, KOEHNKE, FABREGA• BERTELSEN• FAGGt 

;ERGENEt MILLERt HfMSTADt STIMATZo HARP, HALLIGANt 

ERNST, CRIPPE~, VAN VALKENBURGt ECKt 

JACOBSON, CONOVER, 8ERG, MOHARt HAZUREKt 

HAFFEY, CHRISTIAENSt LANE, DANIELS, 

THOMAS, R. MANNINGt HAGER 

RY REQUEST Of THE GOVERNOR 

A BILL FOR AN ACT ENTITLED: "AN ACT TO IMPLEMENT SECTION 

OF INITIATIVE 95; CREATING AN IN-STATE INVtSTHENT FUNO TO BE 

ADMINISTE~ED BY THE MONTANA ECONOMIC DEVELOPHE~T BOARD; 

~ROYIO!NG fOR TYPES OF INVESTMENTS TO BE HADE; AMENDING 

SECTIO~S 17-6-ZOl ANO 17-6-Zllt HCA; AND PROVIDING AN 

IMMEDIATE EFFECTIVE DATE.• 
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BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA: 

~fH-SEtiiDHa Section 1. Short title. This act may be 

cited 35 the "Montana In-State Jnvest•ent Act of 1983"• 

~~ij_S~Il~~ Section z. Definitions. As used in 

[sections 1 throuqh 16 and Initiative 95 approved by the 

people at the election on ~vember 2 9 1982]• unless the 

context requires otherwise. the following definitions apply: 

(l) •Soard• means the Montana economic developMent 

board established in [section 19)• 

(2) •clean and healthful environment" •eans an 

environment thdt is ~+e~+we+y--•~e--~~pe~~a~~~-wh+eh 

~h~~etens--ha.an--h~e+~y--+ne+~+~--&§~:6£ ~Al~~X-f&f£ 

ERC~-e~LLUl~-W~tH-IH&fAI~~-ttUaaU-UfALIUa_l~LUQI~ a 

Minimu~•. ~~ co•pliance with federal and ~tate environmental 

and h~alth standards. 

{3) ~committee~ •eans the econo111ic devel op..ent 

oversight co~ittee created by (section 17]. 

('d •Financial institution" includes but is not 

limit~d to a state- or federally chartered bank or a savings 

and loan association• credit uniont ~n~uranee--eoM~aftyy C8 

develoontent eem~enr•---&P---~ftY~~me~~---heftk~ng---eeMpeny 

CC&fC~~IlC~-CBfiifC_eU&SUA~l-IC-IllLf-l~L-tHA£1fB-~· 

(5) •toan particip~tion" Means loans or 

thereof bought from a financial institution. 

portions 

(O) •Locally oNned enterprise" means any enterprise 

-z- HB 100 
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51% of whose stock• partnership Interests, or other 

ownership interests are owned and controlled by residents of 

1'1ontan3• 

(7) "Long-ter~ benefit to the Montana economy• means 

an activity that d+ve~s+f?es-&~d-s~eb++?2es ii&fmG!tifttS the 

Montana econo•y and that has the potential to maintain and 

create jobs, increase per capita inco~e. or increase Montana 

ta~ re~enues in the future to the people of Montana, either 

directly or indirectly. 

(8) "Montana econoMy" •eans any business activity in 

the state of Montana, including those which continue 

existinq jobs or create neN jobs in Montana. 

(9) •Montana In-state investment fund• means the fund 

establi~hed by [section 3 of Initiative 95]. 

(10) •service fees" means the fees norll.::Jlly charged by 

a fi~ancial institution for ~ervicing a loany Including 

amounts charged for collecting payments and 

amou~ts to the fund. 

remittinq 

~f~_SftllO~& Section 3. Hontan~ in-state inve~tment 

fund. The Montana in-state invest1~ent fund consists of 251 

of t~e revenue deposited after June 10, 1963, into the 

permanent coal tax trust fund established in 17-6-203(5) and 

the principal e"d-~~~eres~ payments on all investments made 

from the Montana in-sta~e invest•ent fund. 

~E»-SftilO~& Section 4. Unified investment program. 
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The Montana econoMic development board and the board of 

inve~tn~nts shall hold joint me~tings at least twice a year 

as a unified investment board for purposes of coordinating 

invest111ent strateqiest policies,. and programs as· required by 

Article Vlllt section !3r of the Montana constitution. 

~E~-~~110~& Section 5. ~uthorlzed invest~ents• The 

Montana in-state invest~ent fund MUst be invested in the 

securities authorized as permissible invest.ents under 

!7-6-211 and in any other type of in-state Investment 

authorized by rules adopted by the board. 

~E~:5~etta~.--§~e~+oft-6w--fftves~~~--~re~ereftee5w---~" 

eee+~~~~-wh+eh-ef-seve~e+-+ftYes~•eftts-o~-e~ae~-or-eeepe~ehte 

~eert~y-&NB--Rff~!N-are-~o-be-mede-~tlfft:£ijff±~t~Kf-_f~5:~ 

bBf=~~tc~Btf:f6:£ijMft=~t:eB5Si~c==%b~ifHENfzy--~he--beard 

~~e++ ~6f-~+ve-~~efe~eftee-~&-~he-b~sf~~s-inve~t~e~~~-~het• 

t+t--&Pe-fer-+oe~~y-ewfted-en~e~~~+ses-thet-ere--e+~er 

P-~p~nrl+ftg-or-e~~eb++$h+n~-new-o~~et+ons~ 

t~t--~ro¥Tde--je~~-~he~-wT++-b@-1~~~eft~~~++y-~T+led-by 

ett~~e"t-Men~efte-~~~~de"~s-e§-e~pe~ed-~e-~~ev+etng-job9--~het 

wT++-n~-~++~erl-ey-fte"re~+6@"~5-eem•ng-~n~e-~~e-~~e~@-~e-f++t 

~tteh-job-5'1" 

t3t--ma+n~e+~---end---+~rove--a--et~en--end--heetth~at 

env+?en~en~y--w+~~--emp~e,ts--on---eonse~ve~teny---renewabte 

re~ott~ees?-&nd-et~e~nft~+•e-ener~-~rodae~+an~-and 

ttt==fH~~!*D~==U!==B~il==I~==~f~5%Nis=t~~ 
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lltUHfllb:UII:llliiSl!tiftf::lllii:;::AIIll::!llilltifiiN--Bf--HBftftNt&a 

~tfU!tt=PR9Btief~ 

ttt:=etl::IHf::eaEI*lttNi-:Wtif-fQft=fHtf~e•tts~s-8ft 

llfftf!f::HflfiW;fllti--wtlii::!U:fl:lf::!lattttN&--IItltir:=fAtt:::tti 

t:llllafiiiH!fiBII:l!UceiiUUI:£:8¥::5Hfct!IHUIWift 

t~t~tWf::~B*BtE-tfffll!A!iYf:AEffSK:2kAM5:£a8 

fl!etDrtlli:Yfffi!KSx:WBefNs:!t!IBiiltfix~ME--Htfl&ffitfefat 

Qft 

f'ttt%ttit--~@ftef+~-~.a++---end-~+H.-~+e@d-bw&+ne~~es 

~~+ned-+n-rb~~-~~d-~-+he-be&rdw 

I~f&f_LS_&_~W-HtA-~l~HAI REApS; 

Section 6. Invest•ent preferences. (l) The provisions 

of ~rticle 11 9 section 4t of the Montana constitution 

prohibiting dlscri•lnatlon shall be strictly applied with 

relation to any invest .. nt made under [this act]. 

(2} fhe 1«--P~lDlll& HH1Cij_gf-if~6L-lll~aiS-Qf 

~U&L-PB-tQ!!fA&AaLE~&lll-AIID-~!~A&f_!Q_BE MADEa IHE 

board shall gfve preference to the business lnvest•ents 

tha~: 

(~) are for locally owned enterprises that are either 

e~panding existing operations or establishing new 

operations; and 

(b) provide jobs ~hat will be subs~antially filled by 

current Montana residents. 

( 3) Preference shall be given to SMall and 
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•ediuJ-sized businesses as defined In rules adopted by the 

board. 

L~l--IUE--Da&RP-~ALL--GlXE-fBE~'E_lD~E 8US1NESS 

~~~~I~EIII~IHAi-!!6ltil4lii-AKP-ll!f&OXE A CLEAK-AIIP UEA!IUEUL 

EK~!D~!EHia 

~E~-SEtllD~a Section 1• No direct loans. No •oney 

fro$ the Montana In-state investMent fund •aY be used to 

make direct loans to Individual borroMers. Loans or portions 

ther~f originated by a financial institution that are sold 

to the trust are not direct loans. 

~~M-SftilP~a Section s. Li•ita~ion on size of 

lnvestaents. No invest.ent May be made that will result in 

any ooe business enterprise or person receiving a bene¥it 

fro• or incurrinq a debt to the ~ontana in-state investMent 

fund the total cur~ent accuMulated amount of which exceeds 

10~ of the prio~ fiscal year•s coal severance tax revenue 

deposited in the Montana In-state invest•ent fund. 

~Ek-SftllD~& Section 9. State participation in loans. 

Stat~ participation In any loan to a business enterprise, 

except for a loan guaranteed by a federal agency, must be 

limited to 80% of the outstanding loan. The state shall 

participate in the security for a loan in the same 

proportion as the loan participation amount. 

HfW-SttllD~& Section 10. Prior commitment of funds. 

The noard may authorize the co•~it.ent of funds to financial 
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Institutions pursuant to ~ules adopted by the board, but the 

deterMination as to credit with respect to individual 

investaents ~~tust be 11ade by the "financial institution and 

the board. 

~EW-~Q~& Section 11• Rate of return. In 

calculating the rate of return for any invest.ant to be .ade 

fro• the Montana in-state investment fund, the board shall 

consider the long-term benefit to the "ontana econo.y. 

lfM-SECIION• Section ll• Service charges. The board 

shall by rule establish rea$onable service fees that •ay be 

chargaa on loans •ade f'ro• the Montana In-state lnvest•ent 

fund. 

JEW-~QK. Section 13· Audit and performance 

evaluation. (1) The board shall contract for an annual 

independent financial audit of the board and the Montana 

in-state invest•ent fund. 

(2) The board shall contract for biennial Independent 

operational and perfor.ance evaluations of the board and the 

Hontana in-state investment fund. 

~EK-SEtllQ~a Section 14• Reports and publications. 

(1) 8y September 30 of each year. the board shall publish a 

report ~or distribution to the governor, the legislature• 

and the public. The report ~ust be Nritten in easily 

underst4ndable language. The report must include: 

{i!IIJ financial state•ents audited by independent 
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auditors; 

(b) a statement of the aaount of money received by the 

"ontana in-state investMent fund from each investment during 

the period covered; 

(c) a state~ent of invest .. nts of the Montana in-state 

investment Yund~ incluOinq an appraisal at .arket value; 

(d) a description of invest.ent activity during the 

period covered by the report; 

(e) a co•parison of the Montana in-state lnvest.ent 

tund•s perforMance in relation to intended goals contained 

In (section 1 of Initiative 95]; 

tfJ an exa•inatlon of the Impact of the investaent 

criteria of [sections 5 and 6); 

(9) recom•endations of any needed changes; and 

(h) any 

of Interest to 

public• 

other information the board believes would be 

the governor. the legislature, and the 

(2) The annual lnca.e statement and balance sheet of 

the Mon~ana in-state investment fund must be published in at 

least one newspaper in each judicial district of the state 

by October 30 of each year. 

l~_sftllD~a Section 15• Report on potential uses of 

coal tax trust fund. The board shall prepare for each 

regular session of the legislature a report on potential 

uses ~f the coal tax trust fund to develop a stablet strong. 
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and diversified Montana econa.y that •eets the needs of 

present and future generations of Montanans while 

•alntaining and improving a clean and nealthful envlron.ent 

as required by Article IX. section 1, of the "ontana 

constitution. 

~f~-~tilUB& Section 16. Rule•akinq authority. The 

board May adopt rules to J~le.ent the provisions of 

(sections l throuqh 16] and 1T-6-Z11(5J• Rules adopted by 

the b~ard •ay include definitions of saall- and .adlua-sized 

businessest a aethod of co••itting funds to financial 

institutions, types of service fees, and types of 

lnvestments to be made. The board .ay also adopt procedural 

rules to go~ern its proceedings. 

~f~~ltia--See~eR-t~--Eeefte_.~---------de¥8+~~ 

o•e~~~~--eoee+~e.---t~t-~ere-+s-eft-eeen~+e-ee.e•e~~ 

owe~~~~-eoeMT~~T 

t~t--fhe-ee--+~-eon,+s~s-e*• 

tet--~oar-~e~--of--~--s~s~sy--eppstn~ed--bT--~he 

ee•~~tee-&ft-eo.a+~~~-end 

fb~--+odP--eeeher~-ef--~fte--fton~e--ef-~ep~esen~8e+wesy 

~e+ft~ea-ey~he-sp@ak~-o+-~he-hoase• 

t~t--Ho-.ore-~~en~Mo-~~~-f~o.-e&eh-house-aey-be-o+ 

~~e-seae-~e~+~+ee+-per~y• 

t~t--Me~~•-•~-~~-e•••+~~-~-~-ae-~~e+n~eft--b~re 

~he-48~~te~+9+a~+Ye-dey-of-e-rege+ar-,ess+o~• 
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t§t--Appe+neae"~-~o--~he-ee.-+~~are-~o~~-yeo~••-• 

~er-of-ehe-ee .. +~~ee-s~y~-un~++-~+s-•er.-e•-o~+ee-es-e 

~!+sietor-+s-ended-or-h+s-seeeesseP-+•-eppo+n~edy-whTehewer 

oeears-H...-sn 

f6t--'teeene+ea--a~-lte-f+++ee-+n-~he---ftfter--spee+f+ed 

+n--§-t&-+e~--*er-#++++n~-Yeeefte+es-en-~he-reven~e-owers+gh~ 

ee~~ee• 

f~t--~he-eo~••ee-she++-e+ee•-one-of--+~s--•••bers--as 

ehe+r•oft-ftft~~y-o~~-off+eers-+e-eeft~+4er§-fteee~se~w 

MeM:~fl~a--See~en-t&w--Pe.era----end----d• .... ---.~ 

eeMM~~ee.--t~t-A~+-ra~ea-prepese~~y-~he--Mon~ena--eee"OM+e 

deye~p.en~--boerdy--eree~ed-ift-faee~+eR-i9tF-end-~+~e-w+~h 

~he-~ere~ery-~-~~~e-.~t-&e-~e•+ewed-~y--~e-eo--+•~ee. 

t~t--~he-e~t~~ee-.. y+ 

fat--prepe~e-•~•~~e~-o.-ere•--~eo-.e"de~+ens--fer-~fte 

ed8~0ftT--e.eftdae~~y--er-re;ee~on-o~e-rafe-en~-s~~~~~~e 

~eee•Me~de~+ons-~e-~~e-~oerdy-wfte~her-or--ftot--e--~a+eaak+nq 

heer+ft~-+s-•n-be-he~~~ 

fbt--reqa+re--~he~--e--r~+emek+n,--~eer+ng--be--he+d-Tft 

eee&r~eftee-w+~h-~~~-proy+~+ons-ef-i-~-~6~--ehr$~gh--~-~-3e5• 

fet--reeommeftd---~e---~fte---~e~T~+et~re---~he---repea+y 

e~eftd~e~y-er-sde~~~oft-o~-e-•~~e-throdgh-+e~+s+e~+anw 

t~t--~he-ee•~+ttee-mey-+ftYese+~e•e-eftd-+~~ue-report~-on 

any-~~~er-eoneern+ng-eeOfte•+e-deYe+op•en~-er-eny-e~er-~ee 

Gf-t~-Mon~ene-eeone•+e-deve+e~ment-b&e~d~-ea~hor+ty• 
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M~~~~- Section 17. Montana economic develop•ent 

board allocation composition quasi-judicial 

powers. (1, There is a Montana ~conomlc development board. 

Except as otherwise provided In this section, the board is 

allocated to the depart.ent of co.aerce for ad•inlstrative 

purposes only as prO¥ided In 2-15-121. The board has 

authority over its own personnel as provided in {section 

2D)o 

( l) The board is c-oaposed of seven •e•bers, to be 

ap~ointed by the governor as prescribed in 2-15-124• The 

board aust be-breed•y-represen~+ve-of-~he--s~a~ey--saek+~ 

~~+eftee--p~~•••+ofte~eM,er+eftee-eftd-pDb+~e tHffifSf=*M& 

oceetMtalt+t~ ~::Ai:kHH::flllE.:PfUiilt'!tEPft!HiE!ffltli-EIIEH 

flf:ftlf:f!ll:tlll!fMfH='fi!E:ff!WiAUI:::l:!!l!!ftlllifb:::5!14tt:=lllfStHfSb 

6iatf:tlt£1:1flEc:elllia!IHfll::::t6ft~ 1 "4!jfl:=fHE-:li£!1f8it-Pt1ft!: tE .llf 

BB.Q!Dl.I-&a!&e!;IIIIllll!fJif..-!IIL S!AIEa ....lliliNjj TQ BAI ANU 

PRDEESSlalliL ____ fXff&llSE----AIIn----euaLLL IIIIIEQESI-A.IIll 

ittQ\IIIUIUU.U • 

(3) The board is designated as a qyasi-judicia1 board 

for the purposes of 2-15-124· 

(4) The board .ey ~LL invest the Montana in-state 

investment ~und according to the provisions of (sections 1 

through 3 oF Initiative 95 and sections 1 through 16] and 

17-6-201 and 17-6-Z11o 

~EW-SEtiiUIIA Section 18. Personnel of board. (1) The 
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econoafc developaent board •ay e•ploy an invest•ent 

who will have general responsibility for the 

selection and Management of the board•s staff and direction 

of ln~estaent activity. The investMent officer serves at the 

pleasure of the board• 

f2) The board •ay prescribe the duties and annual 

salary for professional staff positions. 

Section 19. Sec~ion 17-6-201~ HCAt is aaended to read: 

•17-6-201. Unified lnvest•ent progra• general 

provisions. C1J The uniform invest•ent program directed ny 

Article Vlllt section llt of the 1972 Kontana constitution 

to be provided for public funds shall be adMinistered by the 

board o~ Investments ~Dd-tba--ftQatAO~~aDD•~--dax&lQ~ 

~gacd in accordance with the rules provided in this chapter 

~Od-Li&~tloo~_tbcgvgb-IAJ and with that degree of judg•ent 

and caret under circumstances fro• tJ•e to time prevailing, 

which ~ft ffCfLE of pru~ence, discretion, and inte)Jiqence 

exercise In the manage•ent of their own affairs. not for 

specul~tion but for fnvestmentt consider;ng the probable 

safety of their capital as well a~ the probable inco.e to be 

deriv~ct. and preservation of purchasing power of capital 

durlnQ periods of sustained high .anetary inflation. 

lo:.:e~lllleDt.L-II:t-tb!l_l!llll:t.~ll.L=DDmi'--ll&u1Q-Irt.-IHW:4-.AU 

llmltea __ tll--tbo~_.il!lll_!J:I!lll-tll.!I.J!aDUOJI...l=tatiL..l..llu.u&.ll1 

fuoli-~D~-foe-tne_oucpo~~-~1-foctb-LD-!~illo~ tbrough 
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u~ 

(2) All state funds shall be invested and reinvested 

in securities enuaerated in 17-6-211 to the •a•i•u• extent 

consistent with this policy and with the need and tiMing of 

cash expenditures for particular purposes. 

(3J The board of lnvestaents has the sole authority to 

;nve~t state funds ~~baD- tbg aant~na jn-state 

in~~tnant __ fUBd• No other agency •ay Invest ~ state 

funds. The board shall direct the lnvest.ent of state funds 

in accordance with the laws and constitution of this state. 

The board has the power to veto any invest•ents ~ade under 

its general supervision. 

(4) The board gf_!nyest .. nts shall: 

fa, assist agencies with public .oney to deter•lne lfw 

when, and hov •uch surplus cash is available for lnvestaent; 

(b) deterMine the aMount of surplus tr~asury cash to 

be invested; 

(CI determine the type of invest•ent to be madei and 

fd) prepare the clai~ to pay for the investment. 

(5) The board of investMents •dy: 

(a) execute deeds of conveyance transferring all real 

property obtained throuqh foreclosure of any investments 

purchased under the provisions of 17-6-211 when full ~ayment 

has been received therefor; 

(bl direct the withdrawal of any funds deposited by or 
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for the state treasurer pursuant to 17-6-101 and 17-6-105; 

(cl direct the sale of any securities in the progra. 

at tnelr full and true value When found necessary to raise 

money for payMents due fro• the treasury funds for which the 

securities have been purchased. 

(6) The state treasurer shall keep an account of the 

total of each investMent fund and of all ~he invest•ents 

belonging to such fund and of the participation of each 

treas~ry fund account therein and shall make fro• ti•e to 

tlee such reports Nith reference thereto as may be directed 

by the board of investMents. 

{7) The cost of ad~inistering and accounting for each 

investaent fund shall be deducted fro• ~he IncOMe therefro•• 

except that such costs of the trust and legacy fund shall be 

paid from incoae otherwise receivable fro• the pooled 

investment fundt and the aMOunts required for this purpose 

shall be appropriated by the legislature froa the respective 

investment funds.• 

Section 20. Section 17-6-211• MCA. is aMended to read: 

"17-6-211· Per•issible investments. (1) The following 

securities are permissible invest•ents for all investment 

funds referred to in 17-6-203• except as indicated: 

(a) any securities authorized to be pledged to secure 

deposits of public funds under 17-6-103; 

(b) bonds~ notes9 debentures, equipment obllgations9 
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or any other kind of absolute obligation of any corporation 

organized and operating in any state of the United States or 

in Canada, if the obligations purchased are payable in 

United States dol1ars, or of any corporation in which the 

United States governMent is a voting shareholder by act of 

conqr~ss; provided t.hat all investMents under this 

subsection (b) aust be rated by one nationally recognized 

ratin~ ageney aaong the top third of their quality 

categories, not applitable to defaulted bonds; 

(c) co ... rcial paper 

one nationally recognized 

corporation organized and 

of priMe quality, as defined by 

rating agency. issued by any 

operating in any state of the 

United States. ~ro~•4Sd that: 

(iJ such securities aature in 270 days or less; 

(if) the issuing corporattvn or the parent co•pany of a 

finance subsidiary Issuing co•~erctal paper• at the ti•e of 

the last financial reporting period, had a ratio of current 

a$sets to current liabilities, including a•ong current 

li~bilities long-term debt maturing ~ithin 1 year, ot at 

l~ast 1 l/2 to 1 and had received net incoae averaging 51 

milli,n or •ore annually for the preceding 5 years; and 

(iii) no invest•ent may be made at any tiMe under this 

subsection (c) which would cause the book value of such 

invest•ents in any investment fund to eKceed lOt of the book 

value of such fund or would cause the co~ercial paper of 
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any o,~ corporation to exceed Zl of the book value of such 

fund; 

(d) ~an~ers' acceptances guaranteed by any bank havinq 

its orincfpal of~ice in any state of the United S~ates and 

havinq deposits in excess o~ s~oo aillion; 

(e) Interest-bearing deposits In banks• bulldin9 and 

Joan associations, and savings and loan associations located 

Jn ~o,tana. provided, however, that the board of invest•ents 

shall require pledged secu,.-f~ies as spec.if"ied in 17-6-lOZ 

(interest on said deposits shall not be less than the 

prevailing rate of interest being paid on deposits of 

pf-1 vate 'funds); 

(~J unencuMbered real property, first MOrtgages, and 

participations in first mortgages on unencumbered real 

property. provided that: 

(i) no su~h Mortgage or aortgage participation may be 

purch~sed unless: 

(AJ the principal amount of the loan seeured by the 

111ortgage or mortgage participation is 80t or less of the 

appraised value of the oroperty; 

(6) the principal amount of the loan secured by the 

mortg~g~ or mortgage participation exceeds 80~ of the 

appraised value of the property but the a-aunt of the loan 

in excess of 80%• deter•ined at the tiae the loan was made, 

is i)'-Jaranteed or insured by a mortgage inst.~rance coapany 
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which the board of invest•ents has determined ta be a 

qualified private Insurer; 

(C) 25~ or MOre o~ the loan or participation therein 

se~ur~d Is guaranteed or insured in the event of default by 

the U"ited States of A.erica or an agency thereof; or 

fOt the mortgagor has leased the mortgaqed property to 

a person. flrmt or corporation whose rental pay•ents under 

the lease are guaranteed for the full ter• of the loan or 

partieipation therein by an agency of the United States; and 

(i i) no invest.ent shall be made at any time under 

subsection (l)(f) which would cause the book value of such 

inves~aents In any invest•ent fund to exceed 50~ of the book 

value of such fund. 

(2) lnvest•ents fro• the pooled lnvest•ent fund shall 

be restricted to fixed Jnco.a securities described in 

subsections (1)(a) to (l)(e) above. 

t3} Retlre.ent funds and the fund provided for in 

l7-6-2J3t subsection (~J may be invested in preferred and 

co.mon stocks of any corporation organized and operating in 

any st~te of the United States provided that: 

(a) the corooration has assets of a value not less 

than SlO ~illlon; 

(D) if the investment is preferred 

corporation•s aqgregate earnings available for 

interest and preferred dividends, for a 
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consecutive years immediately before the date of invest~ntt 

have been at least 1 1/Z times the aggregate o~ Interest and 

preferred dividends required to be paid during this period; 

(c) no invest.ent •ay be made at any time under 

subsection· (3) which MoUld cause the book value of such 

investments in any retirement fund to exceed 50% of the book 

value of such fund or Mould cause the stock of one 

corporation to exceed 2t of the book value of such 

retire~en~ fund; 

(d) subsection (C) does not apply to funds provided 

for in 17-6-Z03('tlo 

(~) The b6ard of invest•ents shall endeavor to direct 

it~-~Q~tiQo--Af the state•s invest~nt business to those 

investftent firms and/or banks which maintain offices In the 

state and thereby make contributions to the state econa.y. 

Furt~r 9 due consideration shall be given to investments 

which will benefit the s~aller COMmunities in the state. The 

state's Investment business will be directed to out-of-state 

firms o~ly when thP-r~ is a distinct economic advantage to 

the st~te of Montana. 

Lil--I~-~uut~DQ-~QQum~-de~om~nt-boaL~~~~--in 

L~e~~ian_l2J-~ax-Lnxe~~-~be-8ontdDA-i~~e-~~tmeot tund 

iD--dDX--lD:~dte--i~e~tuant __ autbDL~eg __ bX--i~LU~iD 

aggitLon_tD-tbDAe-lnxeAtmeot~~uthQLized-bx __ tbLs__~tlDDa" 

~fS_SfCllD~a Section 21. Temporary invest~ent J imit. 
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1 lllotwtthstandinq the percentage flqure in [section 8]., the 

Z investaent 1imit ~or fiscal year 198~ must be calculated 

3 based on ZS~ of the total coal tax deposits to the permanent 

4 coal tax trust fund Made in fiscal year 1983. 

5 ~fM-SftllOMa Section 22• Severability. lf a part of 

6 this act is invalid• all valid parts that are severable fro• 

1 the l~valid pBrt remain in effect. If a part of this act is 

8 invalid in one or more of its applications. the part re•ains 

9 In effect In all valid applications that are severable from 

10 the invalid applications. 

11 ~£M_1E~ Sectfon 23• Effective date. This act Is 

12 effective on passage and approval. 

-End-
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Hr. Speaker: 

FREE CONFERENCE COf.1HITTEE 
HOUSE BILL 100 
(Report No, 2) 

April 20, 1983 

We, your Free Conference Committee on House Bill 100, met 
and considered: 

House Bill 100, third read1ng copy (Blue~: 

19 ........... . 

Senate Standing Committee amendments of March 23, 1983; and 
Senate Committee of the Whole amendments of March 26, 1983. 

v;re respectfully recoi!Wlend a,s follows: 

That the House accede to Senate Standing Committee amend­
ments 3, 4, 5, 7, and 8; 

That the Senate recede from Senate Standing Committee 
amendments 1, 2, and 6; 

That the House accede to Senate Committee of the Whole 
amendments amending the Senate Standing Committee Report and 
striking sections 17 and 18; 

That the Senate recede from the remainder of the Senate 
Committee of the Whole amendments dated t-1arch 26, 1983; 

That House Bill 100 be further amended as specified in 
Clerical Instructions 1 through 5; and · 

That this Free Conference Committee report be adopted. 

CLERICAL INSTRUCTIONS FOR REFERENCE COPY (SALMON) 

1. Page 4, line 15. 
Following: ''sha!!" 
Strike: "HA¥" 
Insert: "shall" 

2. Page 4, l~ne 23. 
Follovling: "emphasis on" 
Strike: the remainder of line 23 through line 24 in its entirety 
Insert: ''energy efficiency;" 

3. Page 5, line 6. 
Foll01r1ing: "HAVEl" 
Strike : "BBM"9N"SiR.lltBb:S" 

STATE PUB. CO. 
Helena, Mont. 

.................................................................................................. 
Chairman. 



...... ..... ... .... . .......... ······························ 19 ........... . 

4. Page 5, line 11. 
Following: line 10 
Insert: "(7) Nothing in this section shall ·give rise to a civil 

action against a financial institution or lender." 

5. Page 11, line 18. 
Following: ... ACCOUNTABILITY" 
Insert: "and shall include at least one person representing-each 

of the following: 
(a) the financial conununity; 
(b) small business 
(c) agricultur~; and 
(d) lci.bor." 

FOR THE SENATE 

ELLIOTT, CHAIR 

DOVER 

STATE PUB. CO. 
Helena, Mont. 

Chairman. 
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April 21, 19B3 

~ FREE CONFERENCE cOMMiTTEE ... .... 19 ........... . 

Mr. Speaker: 

HOUSE BILL 100 
(Report No. 3) 

We, your Free Conference Committee on House Bill 100, met 
and considered: 

House Bill 100, third reading copy (Blue); 
Senate Standing Committee amendments of MarCh 23, 1983; and 
senate Committee of the Whole amendments of March 26, 19B3. 

We respectfully recommend as follows: 

That the H-ouse accede to Senate Standing Committee amend­
ments l, 4# 5, 7r and s, 

That tha Sanate recede from Senate S~nding Committee 
amendment~ 1, 2, and 61 ~ 

Tbat the ltQilse accede to Senate C01!\II(ittee of the Whole 
amendments aaendinq the Senate Standi119 Committee Re.port and 
strikin<J, "',ctions 17 and 18; 

'l'hat the Senat" recede frOIIl the r-inder of the Senate 
CoftUDitt.ee of the W'hole amendments dated March 26, 1983; 

'l'liat I!OI>$e !ilill 100 be further ll)!lended as specified in 
Clerioal Instructions 1 throuqh 4• and 

That this Free Conference COIIlmittee report be adopted. 

CLEIHCI\L INSTRUCTIOilS FOR IU:FERJ:;~lCE COPY (SAI,MON) 

1. Page 4, line 15. 
FolloWing: •eftal~" 
Strike: "Mit¥" 
Insert: •"Sfi'a11" 

2. Page 4, line 23. 
Following: •emphasis on" 
Strike: the remainder of line 23 through line 24 in its entirety 
Insert: •energy efficiency;• 

3. Page S, line 6. 
Strik~: subsection 5 
Renumber: subs~quent subsection 

C) 

'\ 

s•··~-, • .,, .... co ,.,.u.,,. .. _ ...... 

• ................................................................. 19 ........... . 

4. Paqe 11, line 18. 
Followinq: "ACCOUNT~ILITY" 
Insert: •and Shall 1nclude at least one person representing each 

of the fDllowin9: 
(al the financial oommunity; 
(bl small business 
(cl agriculture; and 
(dl labor.• 

POR THE BOUSE 

~~ 
I03Miills, cuAii 

_lin~ 
v~ ----,------------

POR THE SENATE 

~ 
ELLlo:ff, ~ 

~/ 
rovmr-l!lt --

o~~e< u~-
VAN vmtNlfuali 0 < 

(J 

... ~ ........................................................................ ri::~;;~~··· 
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1 

2 
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" 
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6 
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8 

ST~TE"ENT OF INTENT 

HOUSE 8ILL 100 

House Econo•lc Development Coemittea 

(1) A statement of intent is r•qulred for this bill 

because it grants rul·e .. king authority to the Montana 

econoaic develop•ent board In section 16. These rules will 

include definitions of s•all- and mediu•-slzed businesses, a 

9 aaethod of co••itaent of funds to financ-Ial 1nst·itutions, 

10 setti~g service fees for loans. defining types of 

11 per•issible t.1vest.eent.s, and proceckJral rules to govern the 

12 board•s proceedings. 

13 (2) It is the i-ntent of the legislature that: 

14 (d) the definitions of s•all- and medium-sized 

15 business be based on either the nu~ber of e•ployees of the 

16 busin~ss, the level of capitalization of the business, or a 

17 co•bination of these factors; 

16 (b) the eethod of co••itting funds to financial 

19 institutions be si•ilar to the method utilized by the board 

20 Qf housing for co•mi~ting funds for housing developments to 

2.1 financial institutions; 

22 (c) the level of service fees be set to cover the 

Z3 costs associated with processing the investment and be 

l~ simil~r to those charged by financial institutions; 

25 (d) the permissible investments adopted by rules be 

1 

z 
3 

" 
5 

6 

1 

8 

HB 100 

based on the long-ter• benefit to ~he Montana econo•y and 

adher~ to the prudent-man rule. The tnvest•ents should be 

ai•ed at diversifying, strengthening• and stabilizing the 

Montana econoey and Increasing emplo~.aat opportunities 

while •alntaining and i.proving a clean and healthful 

envir?nmdnt; and 

(e) the procedural rules be based on the Attorney 

General•s model rules. 

REFERENCE BILL: Includes Free Joint 
Conference Committee Report 
Dated V-21-r~ 
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HOUSE BILL KO• 100 

lKTRODUCEO BY KE~IS, TOWEo VIKCENTo HARRINGTON• 

METCALfo HARPERo SCHYEo OARKOo HANSENo Jo HAMMONDo 

KAOAS, VELEBERo WALDRON, MENAHAN, Jo JENSEN, 

SAUNDERS, MCBRIDEt KISBETo Do BROWN, SCHULTZ, 

REAK• BACHINio PECK• FARRIS• O'CONNELL• NILSON• 

J. BROWN, CONNELLY• LYBECK• KEENANo ZABROCKI, 

MCCORMICK, HOWE, DRISCOLL• DAILY, PAVLOVICH, 

HOLLIDAY, stNGTSONo KENNERLY• SHONTZ, YARDLEY, 

SPAETH, WILLIAMS, AODYo NEUMAN• BARDANOUVEo 

ROUSH, KOEHNKE• fABREGAt BERTELSEN, FAGGo 

BERGENE• HILLER• HEMSTAD• STIMATZ. H.\RPo HALLIGAN• 

ERNST, CRIPPENo VAN VALKENBURGo ECK• 

JACOBSON, CONOVER, BERG, MOHAR, MAZUREK, 

HAFFEY, CHRISTIAENS, LANE• DANIELS• 

TfiOHAS, R. MANNING, HAGER 

BY REQUEST OF THE GOVERNOR 

A BILL FOR AN ACT ENTITLED: "AN ACT TO IMPLEMeNT SECTION 3 

OF INITIATIVE ~S; CREATING AN IN-STATE INVEST~ENT FUND TO BE 

AD~INI>TERED dY THE MONTANA ECONOMIC DEVELOPMENT BOARD; 

PROVIDING fOR TYPES uF INVESTMENTS TO HE MADE; AMENDI!<G 

SEcTIONS 17-6-Z01 AND 17-6-211, MCA; AND PROVIDING AN 

IMHWIATE EFFECTIVE DATE.• 
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HB 0100/05 

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

NEW SECT~ Section 1. Short ti~le. This ace •ay be 

cited as the •Mon~ana In-State Invest.ant Act of 1983•. 

bfV SECTION• Section 2. Definitions. As u:aed in 

[sections 1 through 16 and Initiative 9S approved by the 

people at the election on November z. 1982], unless the 

context requires otherwise. the following definitions apply: 

(1) •Board• means the Mon~ana econo•ic developaent 

board established in (sec~ion 19]. 

(2) •Clean and healthful environ.ent• ~ans an 

envi ron~~ent that is Peflt~ve~y--free--'f.-.o.t--pe++ft+ert-wtrieh 

~hree~ft~-~u•en--hea~~h.--~fte~~~.--8~~ &fLATIYELJ FREE 

ERDH-fULLU~_H~lUBEAIENS HUM~LTHo INCLUDING AS a 

•inimum, ~compliance with federal and state environ~ent~l 

and health standa~ds. 

(3) •tom•ittee• ~~eans the econ0111ic develop~~ent 

oversight committee created by [section 17]• 

C4) •Fi nancial institution• includes but is not 

limited to a state- or federally charte~ed bank or a savings 

and loan association, credit union, +n~~ftee--e~ftyy ~ 

development ee~afty~---e•---~nves~me~---benk+ng---e~ny 

~O&AIIDM-CREATEp_fUBSU&NT ro ItTLr 32. CHAPTER 4. 

(S) •Loan participation• aeans loans or 

thereof oought from a financial in5titution• 

portions 

(b) •Locally owned enterprise• eeans any enterprise 

-z- HB 100 
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51% of whose stockP partnership Interests, or other 

owrtershtp interests are owned and controlled by residents of 

Mon-t and. 

[T) •Long-terM benefit to the Montana econoey• means 

an activity that ~+¥er-+•+es-en~8b~et ~~ the 

Montana economy and 'that has the potenti-al to maintain and 

create· jobs, increase per cap·ita lncOIItet or increase Montana 

tax revenues in the -,future to the people of Montana. either 

directly or indirectly. 

(8J •Montana econa.y• •eans any business activity in 

the state of Montana, including those whfch 

existing jobs ot create neN jobs in Montana. 

continue 

(9} •Montana tn-s'tate investaent fund'" .eans -the fund 

established by"(secUOR 3 of Initiative 95]• 

(10) •Service fees• •ans the fees nor•,.llr charged br 

a finaAclal' instit.ut:i--. fof' serv;·cinq a·-loan, ine·luctlng 

a•>•ntts char<)ed tor coll ectl ng par .. nts and 

a.-ou,.,s ·· to t"" fund. 

retlitttng 

!tfH:'SE&liQM. Sie(:tfi:Jn 3. Konta~t·a ln-st.at;e inves~Mnt 

ftlftd~ r·he Montana In-state inve-st•ent. fund consistS- of 252: 

of the revenue deposi t:ed a.ft·\)t" June 30• 1983• into the 

plOtllt-m: coal tax trust fund established in 17-6-Z03(!J} and 

tha .prin-cipal a.ut.;.·~M payMents· an all invest~tents made 

frO. th~ Montana in-state· invest-ant fund. 

NfH·SfrtiON. Section 4-. Unffl'ed investaent progf"aa. 

-'JC. KB 100 
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The Montana economic develop•ent board and the board of 

inve~t~ents shall hold joint meetings at least twice a year 

as a unft'ied iBvest111ent board for purposes of coordinating 

invest:•ent stratQ9ies. policies, and progra•s as required by 

Article VIII, section 13, of the Montana constitution. 

Sect:ion 5. Authorized, invest~~ants-. The 

MOntana in-state inves~•ent fund MUSt be invested in the 

securities authorized as per•fssi.b1e investments under 

17-6-211 and in any o-ther type of i-n-state inv.e-staent 

authorized by rules adopted·by the board. 

fi:M=iEiffB!tr-SeeNet't-"--HYr.t.MeM--prefet"'ertee•w---+tt 

~ee+-d+~-wtl.f.efit-e-+-eevere t - • n¥e-a~'l!e-e-F-e.,.._er-e~Pah+e 

~-t'~-~e-1!.-I!Ht-....!e-lftlilf=Sifl:ftUW-fllt!!!S=ilftf 

Mftf=ftftft*!U:f=:fB!:::fltllft:Mt:HiSfllt;f=::JfflftiWttfb-t-... --beerd 

-sttetf. ~~-pr•f•enee'"'W-the "'•s+n ... s-i-tWeft~~· 

t+t~-.......-4ef'-~eeeHy-__ .,.,_. _._ ... ..-..+-r 
eJtiMIHMoft§: er ea.-....,..+-.+"!t""ft&" .eftePe...,...,., 

.. --------... -..,._ ............... ;<fT,..,;et.s---• 
wH-Ite-4 .. +kd-lt,..._esl~eftt.e"_fl9""....._t;lle-st:-'te-fJ.H 

5""""' jet>-. 

~t---+tt---e~M--+---e--ek---loett~t.Ma+ 

e"'*Peftfftet\~y--ri~-e_,...es+s---oft---eowJaet"Vft......._.._-,..l'te~ 

..--~ ... _ ............. .,.,.,_-,.,""1'..-"-t-aiM 
f!t-t--i ......... M!i QB=-SE!!EFtf==Jf!E--Pftf!ifli5ft!!iy=W\HfN!jy 

--.-. KB 100 
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HtilltfftN§• tN8-fMfflllafHE:=Itfit=tN8==PB8M8ftflft:9F--M9tffAN&&S 

AiBi~6t-PBB8YEf5~ 

~eft=!Hf--eltfHfl;fHt[==Htiif=fliB:fHAf=ltfifjYH-HtiHr'Bft 

WJ.fkllf:§Qftf8tH8A;S=WHQ-H¥-ftlfi-:PBEytdtfltli:=!ft§&-=fBft==MfY 

fHN$JIMeffftN=Mt8f=@8j5tfttf=ftf=iftff=fN¥flfMEMft 

t•ttlft- Hftf:=ftfftt8ftSH*N:f=6FHftft6ff¥f:ft§HBM-PI;Irtttfflft 

Ef!e!:A¥-JNfi=YH£84!f5y=H8MNy-MfH8ft.fH£5y-tNtl=Jttf.--HttlftH6PPfi:J 

Iii! 

t4t~--eene•?~-•.a•~--eftd-.ed+~s+red-b~ess~ 

as-def-+ned-T1t-rttJes-ed...,~d-t>y-~loe--IHtl!lf'dw 

!HEAE-fi-6-N£W-Mfi6=ifEJt9H:fH6f=ftttii• 

~e~+en-&.--fnve&e•eRW-pre..._ReeS•--t~t-The-proYTs+on~ 

~-A~e~e--~~.--see~eft--~~of-~he--Heft~fte--eon~+t~+on 

,.--i-1>+~?,._<1-K-+~H-to...---stoef~-be-sff-.e~=tr-.... p++ed-w.W.h 

Pe+ioH<tft-~o--r-ffwe~-""----~lt+s-~i• 

~t--~~ tN-iEEIB}N§=MHfEti=8f==SE¥fftAt:-fN¥f5fM£Hfi Sf 

l:i!liJ:=Ijf\-ljQMP6&:61lkf=iEEII!\If¥-llN9-RH!Iftl!l::nf::fli::H::lld£:E::Ei£ 

b~Td-she+•-g+ye--p~efePeftee-~e-~~--hds+neS§--+n~~s 

~~8~· 

tot--ere--fOf'-•oeefJy-ew~ted-~e~~-~ha~-ere-et~her 

~xpend+ft9---~+~~~---epe~e~ioftS---ep---es~ah•~shTng----neM 

~P~OftS~-and 

tet--,~t<le--jees-~h.,.~JJ-e~~ .... ~taJJT-f+++ed-bT 

e~r~~-~en~a-re$•~$w 

~t--P~fe.enee---s~J---be---g+~n---~o---s•e+~--end 
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twefia~~t-s+red--basi-fte'S'ses~a-s-.fef+fted-+n-"M:t~S-ttdepte:M-by-~e 

ttoertt. 

+4t==JH£-HR*B8=~t=fifYf=!ftEff8fNef f8=-JHE--~fNf5S 

tNVfifHENf5-:fHAf-ft6ttif!JB-AHft=tftPR8Y£=!-Etf6H=tNB IIEALYHfYt 

Hltiltlltlllalb: 

NEW SfCTION. S~ction 6. Jnvest.ent preferences. In 

deciding which of several invest .. nt~ of equal or comparable 

security ANQ RETURN are to be made WHEN SUFFICIEHT fUNDS ARE 

aD[_ AYAILAQLE TO FUNQ_ALL-fQSSIBLE INYEST~o the board 

~ftft~~ ~ SHALL give preference to the business invest.ents 

that: 

(1) are for locally owned enterprises that are either 

expanding or establishing new operations; 

(2) provide jobs that Mill be substantially filled by 

current Montana residents as opposed to providing jobs that 

will be filled by nonresidents coming into the state to fill 

SUCh jobs; 

C3) maintain and iMProve a clean and healthful 

environment. with emphasis on e0ft~V8~+eny--Penewe8+e 

re~~u~esy--end---e~e~"e~~ve---eft~~y---p~~~o" Cl~ 

fEElUfUU;-

.LU--ftj.ui!J.RAJ;f._IIL_IlENfFU I!!f_f&lj&SSINGo REFINING, 

~AB£ETINGo AND_l~AllY~~f__AND PROMOTION Qf MONTANA'S 

AkHJCUITURAL P&QQUkl~~ 

±it:-fA¥--fHE--PRE¥61~fNfi==WAif=f9ft-tHAf-8Eijijptff8Ny-9ft 
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~wefiRH=!ABf=fft551Btf=ftf-Sf6ff=f~f5fMfHft 

utf!lt==!!AlfE llf!!li!IH!Wltc 6£HBMMiff-fl!ift!ll!l-!ll:fltiS=f8!j. 

:E!If!k&IHfi=Y:EffBtft5y-H8Mftk-MfNABHi£5s:AHB=ftJ£--H1tfttitjAH£ftt 

llB 

t~Jt«bJ<5l bene~it s•all- and aedlu•-sized 

businesses as defined In rules adopted by the board. 

~fW SECTION. Section 7• No direct loans. No money 

from the Montana in-state invest•ent fund may be used to 

make direct loans to individual borrowers. Loans or portions 

thereof originated by a financial institution that are sold 

to the trust are not direct loans. 

HEK_SECTION. Section 8, Ll•ltation on size of 

investMents. No invest.ent May be •ade that will result in 

any one busines~ enterprise or person receiving a benefit 

from or incurring a debt to the Hontana In-state invest~nt 

fund the total current accumulated aeount of which exceeds 

10~ of the prior fiscal year•s coal severance tax revenue 

deposited in the Montana in-state invest•ent fund• 

~ECTJQN• Section 9. State participation in loans. 

State participation i·n any loan to a business enterprise. 

except for a loan guaranteed by a federal agency• •ust be 

li•lted to 80~ of the outstanding loan. The state shall 

participate in the security for a loan in the saee 

proportion as the loan participation amount. 

-1- HB 100 
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HfH_SftiiQU. Section 10. Prior co~•itment of fund&• 

The board •ay authorize the co••it.ent of funds to financial 

institutions pursuant to rules adopted by the board9 but the 

deterqination as to credit with respect to individual 

inve~tments must be Made by the financial institution and 

the board. 

BfH SECTION. Section 11. Rate of return. In 

calculdting the rate of return for -any invest~nt to be made 

from the Montana in-state invest.ant fundt the buard shall 

consider the long-ter~ benefit to the Montana econo•y• 

NEW SECTION. Section 12. Service charges. The board 

shall by rule establish reasonable serYice fees that •ay be 

charged on 1 oans 111ade .fro• the Montana in-state i nvest~tent 

fund. 

NEW SECTIOM. Section 13. Audit and performance 

evaluation. (1) The board shall contract for an annual 

independent financial audit of the board and the Montana 

in-state investaent fund. 

(2) The board shall contract for biennial independent 

operational and perforaance evaluations of the board and the 

Montana in-state lnvest•ent fund. 

NfW SfCTION. Section 14. Reports and pYblications. 

(1) By September 30 of each year. the board shall publish a 

report 

and the 

tor distribution to the governort the legislature, 

publt~. The report ~st be written in easily 
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unde~standable language. The report must include: 

(a) financial state-.ents audited by Independent 

auditors; 

{b) a statement of the a•o·unt. of DOney rec.ei ved by the 

Montana in-state investaant fund fro• each investMent during 

the period cavered; 

(c) a state..ent of .investiH'nts of the Montana in-s"t.ate 

invest~ent fund• including an appraisal at •arket value; 

(d) a description of invest.ant activity dUring the 

pe~iod covered by the report; 

(e) a comparison of the Montana in-state investment 

fund•s perfor~ance in relation to intended goals contained 

in (section 1 of Initiative 95]; 

(f) an examination of the impact of the lnvest~nt 

criteria of (sections 5 and 6]i 

(g) reco~endations of any needed changes; and 

(h) any other information the board believes would be 

of interest to the governor, the legislature. and the 

public. 

(2) The annual income statement and Oalance sheet of 

the Montana in-state investment fund must be published in at 

least one newspaper in each judicial district of the state 

by nctober 3U of each year. 

~~~ Section 15. Report on potential uses of 

coal tax trust fund. The board shall prepare for each 
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regular session of the legislature a report on po~ential 

usas of the coal ta• trust fund to develop a stable, stroog• 

and diversified "ontana econoay that .aets the needs of 

present and future generations of Montanans while 

•aintaining and i8proving a clean and healthful environaent 

as required by Article IX• section lw of· the Montana 

constitution. 

NfH SfCTTmj. Section 16. Rule.aking authority. The 

board may adopt rules to i•ple~nt the provisions of 

(sections 1 through 1&] and 17-6-211(5)• Rules adopted by 

the board aay include definitions of Small- and aediu.-sized 

businesses. a .ethod of com•itting funds to financial 

institu·tions., types of service fees. and types of 

investaents to be •ade. The board •ay also adopt procedUral 

rules to govern its proceedings. 

NfW-SEE~-§ee~eft-~~--Eeon~-------~ewe+ep~ 

over~~~-e•~+•~·--~t-~hePe-+§-Aft--eee"o~e--de¥e+er~ 

&Ver5+~~~e&M••~~ew 

~t--~he-eo~~~ee-eeft~~~~•-ef+ 

tet--~~·--Me•&e~--ef--~e--~efte~eT--e~o+~ed--by-~he 

ee~•+~~ee-aft-ee•~••ee~-e"~ 

tet--+~--~e•s--e~--~he-~e~se--e~--~ep~e§ente~+ves~ 

a~pe•~ed-&y-~Ae~peak~-ef-~-he.sew 

t3t--Ne-mere-then-~we~e~~-4•e•-~eeh-h8~~e-mey-he-of 

e~e-~~-,e++t~e~-,e~~yw 
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~t--He~8er,__8f-~he-ee-.+t~ee-•~~-be-e~e~n~ed-befe~e 

~he-9~h-~g?~ta~Ye-day-of-a-Tegu+e~-~~~~~ 

~St--~,~e+n~~s-~o-~e-eomm+~~~e-a~e-fer-a-~e~~.--~ 

memeer-ef~he-eo~~~ee-$erYe~-~n~•~-h+~-~erm-ef-ef+Tee-as-a 

+~a+a~r-+s-e~ded-or-h+s-sveeessor-+5-eppoTntedy-wh?ehew~T 

eeeurs-fTrsh 

tet--Yeeefte~s--•~s~-Be-f+++ed-+ft-~he-~ner~pee+f+ed 

+n-~-+8~~-~eP-~~~~veeefte+es-on-~he--reYenee--overs+~ 

eetnt•~eee. 

t~t--fhe--e~~~--sha++--e+eet-one-e+-+~s-meabers-a~ 

ehefrmen-ane-&ny-o~er-e~ree~-+~-eOftsTd~-neeess8Py• 

NfW-SFeffHNy -See~~-~8.--Pew~~---an~----~+e~---~ 

e&M•~ee.---t~--A~f-rsfes-pr~sed-&y-the-Hon~ena-eee~e.+e 

eeve~~~-~er&r-ere~ed-~ft-f~e~+oft-~9i.-eftd--~+~d--~ 

~e-'M!ereht"'Y"-M-s'tet::e-~MtS't-be-rev~d-by-'the-e01ftlt'H:-t:-ee• 

~t--~he-eo~~•~.ay• 

t&t-~ep&re--w•+*~eft--er--ePe~~eeo~e•+~-+e~e 

aeep~+efty-e~&.~y-er-pejee~+on-84-a-ra+e-e~-~~~--~he 

~eeeaee~e~•ofts-~G--~he--Doerdy-whe~her-~-not-a-~~eeakTftg 

hee•~~-•s-~ee-he~&t 

tet--•~••e-.he•--e--•~~--k~~-heo~~-be--he+d--+n 

eee&~ftee--w~~--~-pro.+s•eR&-of-e-~-39c-~hroagft-~~-38§~ 

tet-~e .. eft~---•e---~fte---+e~~a~re---~he---Pe~e~T 

e~d.eMT-er-edopt:-.f.oft-ef-e-rtt+e-i!:~~'!Jh-i-e!IH:f.I!H:+en. 

f3t-~fte-eo.m+~-.e-.ey-~wes•+"gei!:e-en~+~tte-report:-s-on 
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eny-~'1:-er-e~ee~+n~-eeonomTe-deYe+opme~-or-any-o~her-~~s 

o•-~he-Mon~ene-ee&no•~e-~~opment-besrd~s-att~fter+~Y• 

~ SEtiiQN. Section 11. Montana economic development 

boa~d -- allocation -- co~position -- quasi-judicial 

powers. (1) There is a Montana econo•ic development bodrd. 

~xcept as othe~wise provided in this section. the board is 

allocated to the depart.ent of co•me~ce fo~ ad•inistrative 

purposes only as provided in 2-15-121. The board has 

authority over its own personnel as provided in [section 

20]. 

(2) The board is composed of seven members, to be 

appointed by the governor as prescribed in l-15-124. The 

bo~rd must h~-broed+y-repre~n~e~ve-8f-~he~~e~er-seek~~ 

~e-h~8nee-p~e~~ftft+-ewper+eftee-~-~c iHJfftfSi==AtiB 

eeee~n~eb+•+~ £~J=tftSJ-ftNE=ffftS8H-REPftfjrNftHfi-FttH 

BE- fH£--EflttAWfN&t-JHf:ffH*Hf%~~Hff¥r-5ftttt-&YStNfjiy 

~fi!Hl!ah:.il!i~ -&ENfif\111;--P!H!Hl; ll 

URQ6QIX REPRESENTATIVE QF THE STATE, SEEKING TO BALANCE 

e&QE~LQNAL EXpERTISE AND PUBL~-1H!EREST AND 

~UNTABIItTy _ASD SH&IL tN&LUDE AT LE~ ONE pERSON 

RE£RESENIING fACH QE THE fQLLOWJNG: 

(A) THE flNANtt&L CQMMUillXL 

(B\ SMALL BUSINESS; 

Ltl AGBICULTUREj ANQ 

.LJH lABOR. 
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(3) The board is designated as a quasi-judicial board 

for the purposes of 2-15-12•. 

(4t The board _.T ~ invest the Montana in-state 

invest•ent fund according ~o the provisions of [sections 1 

through 3 of Initiative 95 and sections 1 through 16] and 

17-6-201 and 17-6-211. 

NEW SfCTIQN~ Section 18. Personnel of board. (1) The 

Montana e~ono•ic developaent board ma1 employ an investaent 

officer. who will have general responsibility for the 

selection and aanagement of the board•s staff and direction 

of investment activity. The invest•ent officer serves at the 

pleasure of the board. 

(lt The board May prescribe the duties and annual 

salary for professional staff positions. 

Section 19. Section 17-6-201, HCA• is amended to read: 

•17-6-201. Unified I nvest.ent progra• 

pro#isions. (1) The unifore invest•ent progra~ 

general 

directed by 

Article Vlllt section 13, of the 1972 Montana constitution 

to be provided f~ public funds shall be ad•inistered by the 

board of invastments god the Montana ~~ deyelppmeot 

~a in accordance with the rules provided in this chapter 

ana_~~~ through l2J and with that degree of judgaent 

and care, under circumstances from ti•e to time prevailing, 

which Meft ffafLf of prudence, discretion, and intelligence 

exercise in the manage .. nt of their own affairs• not for 
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speculation but for invest.ent. considering the probable 

safety of their capital as well as the probable income to be 

derived• and preservation of purchasing power of capital 

during periods of sustained high aonetary inflation. 

Ioyestments by tbft Mgotaoa ecgoowic deyelqpegpt hgard ace 

~~ to tho$£ made fro• the Montana jo-state jnyestwent 

Lund and for tbg purposes set fgrtb jQ (sections 1 thrgugb 

1~ 

(2) All state funds shall be invested and reinvested 

in securities enumerated In 17-6-211 to the •axi•um extent 

consistent with this policy and with the need and timing of 

cash expenditures for particular purpose•• 

(3) The board of invest.ents has the sole authority to 

invest state funds other \han the Montana jn-state 

investment tyod. No other agency •ay invest~ state 

funds. The board shall direct the in~estment of state funds 

in accordance with the laws and constitution of this state. 

The board has the power to veto any investments made under 

its general supervision. 

(4) The board gf_l~estmeqts shall: 

(a) assist agencies with public money to deterRine if, 

when, and how much surplus ca~h is available for investment; 

(b) deterMine the amount of surplus treasury cash to 

be invested; 

(c) determine the type of investment to be •ade; and 
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(d) prepare the claim to pay for the invest~ent. 

(5) The board of invest~nts may: 

(a) execute deeds of conveyance transferring all real 

property obtained through foreclosure of any investMents 

purchased under the provisions of 17-6-211 when full payment 

has been received therefor: 

(b) direct the withdrawal of any funds deposited 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 

•onay for pay•ents due from the treasury funds for which the 

securities have been purchased. 

(6) The state treasurer shall keep an account of the 

total of each invastaent fund and of all the lnvest•ents 

belonging to such fund and of the participation of each 

treasury fund account therein and shall make from time to 

tlae such reports with re,erenee thereto as may be directed 

by the board of investment&. 

(l) The cost of administering and accounting for each 

invest~nt fund shall be deducted from the income therefrom• 

except that such costs of the trust and legacy fund shall be 

paid fro• inca.& otherwise receivable fro• the pooled 

invest•ent fund. and the a.aunts required tor this ~rpose 

shall be app-ropriated by the legislature from the respective 

investaent funds.• 
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Section zo. Section 17-6-Zll, MCA• is amended to read: 

•tT-6-211. Permissible investments. (1) The following 

securities are permissible investments for all inve~tment 

funds referred to in 17-b-Z03, except as indicated: 

(a) any secu~lties authorized to be pledged to secure 

deposits of public funds unde~ 17-6-103; 

(b) bonds, notes, debentures, equip•ent obliyations, 

or any other kind of absolute obligation of any corporation 

organized and operating in any state of the United States or 

In Canada 1 if the obligations purchased are payable in 

United States dollars, or of any corporation in which the 

United States governaent is a voting shareholder by act of 

congress; provided that all investments under this 

subsection (b) •ust be rated by one nationally recognized 

rating agency among the top third of their quality 

categories, not applicable to defaulted bonds; 

(c) corw.ercial paper of priae quality, as defined by 

rating agency, issued by any 

operating in any state of the 

one nationally recognized 

corporation organized and 

United States, provtded that: 

( i) such secur lties 11ature in 210 days Or 1 ess; 

( i I) the issui-ng corporation or the parent co.apany of a 

finance subsidiary Issuing co••ercial paper• at the tiMe o~ 

the last financial reporting perlodt had a ratio of current 

assets to current liabilities, including aaony current 

-16- HO 100 



-· 

1 

z 
3 

4 

5 

6 

1 

B 

~ 

10 

11 

1Z 

13 

14 

15 

I~ 

17 

18 

1q 

£0 

21 

22 

23 

24 

25 

HB 0100/05 

1 iabilities long-ter• debt .aturlng within 1 year• of at 

least 1 1/Z to 1 and had received net incoae averaging Sl 

million or .are annually for the preceding 5 years; and 

(iIi) no i nve!it•ent •a'y be •ade at any tiee under this 

subsection (c) which would cause the book value o~ such 

investMents in any invest .. nt fund to exceed 10% of the book 

value of such fund or would cause the coa•ercial paper of 

anr one corpordtion to exceed 2t of the book value of such 

funJ; 

(d) bankers• acceptances guaranteed by any bank having 

it~ principal offic$ in any stat~ of the United States and 

having deposits in excess of •500 million; 

(e) interest-bearing deposits in banks~ building and 

loan associations, and savings and loan associations l.ocated 

in ~ontana, provided, ho~ever• that the board of invest•ents 

s.hall r..!quire pledg'ed securities as specified in ll-6-102 

(interest on said deposits shall not be less than the 

·p..-evail ing rate of interest being paid on deposits of 

j;)rivate funds); 

(f) unencuMbered real property, first. mortgages. and 

partici?ation~ in first mortgages on u~ncu~bered r~~l 

property, p..-ovided that: 

(i) no such •ortga9e or •ortgage participation may be 

pur:nased unless: 

[A) the principal o•ount of the loan secured by the 
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MOrtgage or aortgage participation is 80% or less of the 

apprai.sed value of the property; 

(B) the principal aMoUnt of the loan secured by the 

mortgage or .ortgaqe participation exceeds 80¥ of the 

appraised value of the property but the amoun~ of the loan 

in eKcess of BO~, determined at the ti•e the loan was made• 

is guaranteed or insured by a aortgage insurance co•pany 

which the board of investMents has determined to be a 

qualified private insurer; 

(C) Z5~ or more of the loan or participation therein 

secured is g~aranteed o~ insured in the event of default by 

the United States of America or an agency thereof; or 

{0) the mortgagor has leased· the mortgaged property to 

a person, fi..-m, or corporation whose r~ntal pay•ents under 

the lease are guaranteed for the full ter~ of the loan or 

participation therein by an agency of the United States; and 

Cii} no· investment shall be made at any tlnte under 

subsection (l)(f) which wo~l~ cause the book value of such 

investments in any investment fund to exceed 50' of the book 

value of such fund. 

(2.) InYestiM!nts f..-om the pooled investment fund shall 

be restricted to fixed income secu~ities desc~ibed in 

subsections (l)(a) to {1)(~) above. 

(:i) Retirement funds and the fu'nd provided for in 

17-6-2039 subsection (~} may be invested in p~efer~ed and 
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com111on stocks of any cor-poration or'}anized c~nd operating in 

any state of the United St3tes pr-ovided thdt: 

{a) . thia corporation has. dS.:.ets of a value not lP-s.s 

than SlO million; 

(bJ if th .. i nves t~nent is ~referred stock, the 

corporation's aggregate earnings a~ailable for payment of 

interest and preferred dividends, for a period of 5 

consecutive ~ears immediately before the date of investment~ 

have been at least 1 1/2 times the aggre~ate of interest and 

preferred dividends required to be paid during this period; 

(c) no invest.ent •ay be made at any time under 

subsection (3) which would cause the book value of such 

invest•ents. in an~ retirement ·~und to exceed 50% of the book 

value of such fund or would cause the stock of· one 

corporation to exceed 2~ of the book value of 

retire•ent fund; 

s.uch 

(d) subsection (C) doe5 not apply to funds providf!d 

for in 17-6-203(41• 

(4) The board of invest.ents shall endeavor to direct 

~ oortign qf the state•s investaen~ business to those 

21 inves~ent firB5 and/Or banks ~hich maintain offices in the 

22 state and thereby make contributions to the state econo•Y• 

23 Further. due.consideration shall be gi~en ~o invest.ents 

2~ 111hich will benefit the s.aaller co~~~MtnJ:t.ies in t-he state. The 

25 state•s inve5t.ant business will be directed to out-of-state 

-19- HB 100 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

l't 

15 

16 

17 

18 

19 

He 01oo;J5 

firms only when there is a distinct economic advantage to 

the stdt.e of Montana. 

L2L--l~a2~-~202m~ d~y,loomeot bgard created jo 

~~tign 19] may inyest the Mootan~~_iox~tmeot fyod 

in_ ~or jn state joyestm~~aythgrjzgd hy its rul~ 

a.<;tdi.U.Oo-t.<Lt.lliUilL..iru!.e.uu.as..:._a,ll.tmr i zed by~~illlla • 

s.at SECTION. Section 21. Te111porary investment l.iMit. 

Notwithstanding the percentage figure in [section uJ~ the 

investment li11it for fiscal year- 1984 IIU5t be calculated 

based on 25~ of the total coal tdx deposits to the perm~nent 

coal tax trust fund made -in fiscal year 1983. 

MLH-SECTIJN. Section 22. Seve~ability. If a part of 

this act i~ invalid, all valid parts that gre severable from 

the invalid part re.ain in effect. If a part of this acL is 

invalid .in one or more of its ap;Jlications, the part remains 

in effect in all valid applications that dre severable from 

the invalid apPlications. 

~-SE~A Section 23. Effective date. This act is 

effective on passage a'nd apprqval. 

-End-
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