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BY REQUEST OF THE GOVERNOR

IN THE HOUSE

January 25, 1983 Introduced and referred to

House Select Committee on
Economic Development.

Fabruary 1, 1983 On motion by Chief Sponsor,

Representatives Harrington,
#Hetoalf, ot al,., were added as
sponsors to the bill.

February 21, 1981 Committee recommend bill do

pass as amended, Report
adopted,

Statament of Intent attached,

Pebruaxy 22, 1983 Bill printed and placed on
. members' desks.
Pabruary 23, 1983 Second reading, do pass as
amanded,

Corractly engrossed,

Third reading, passed.
Transmitted to Senate.



IN THE SENATE

March 1, 1983 Introduced and referred to
Committee on Business and
Industry.

March 23, 1983 Comnittee recommend bill be

concurrad in as amended.
Report adoptad,

March 24, 1983 . Second reading, paas
consideration,

March 25, 1983 8econd reading, pass
consideration,.

March 26, 1983 Second reading, concurred in

as amended.

March 28, 1983 . Third reading, concurred in,
Ayas, 423 Noas, 5,

IN THE HOUSE

March 28, 198) Returned to House with
amendments,
April) 1, 1983 Second reading, amandments not

concurred in,

On motion, Conference
Committee regquested and
appointed.

April 14, 1983 Conference Committee
dissolved,

On motion, Free Conference
Committee ragquested and
appointed,

April 20, 1982 | Free Conference Committes
reported.

5
Second reading, pass
consideration,



April 20, 1983

April 21, 1983

April 21, 1983

FPree Confarance Committee
dissolved,

On motion, new Pree Conference
Committee requested and
appointed,

On motion, Free Conferance
Committee report $#2 passed for
the day.

New Free Conference Committes
reported,

Second reading, nev Free
Conference Committee report
adopted.

Third reading, new Frae
Conference Commitaee report
adopted.

New Pree Conference Committee
raport adopted by Senate.

Sent to enrolling.

Reported correctly enrolled.
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BILL NO.

INTRODUCED BY

BY REQUEST OF THE GOYERNCR

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 DEVELUFMENT 3GARD;
PROVIDING FOR TYPES OF [INVESTMENTS TG BE MADE; AMENDING
SECTIDNS 17-6=201 AND 17-6-21ls MCA; AND PROVIDING AN

IMMEDIATE EFFECTIVE DATE."

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

NEW SECTION Section 1. Short titles This act may oe
cited as the "Montana In—-State Investment Act of 1983%,

NEW SECTIGNe Section 2. Definitionse As  used  in
[sections 1 through 1& and Initiative 95 approved by the
pecple atr the election on HNovember 2y 1982}y unless the-
context requires otherwisey the following definitions apply:

{1} “Board" means the Montana economic development
board established in [section 19].

{2y ™Clean and healtnful environment®™ means an
environment that is relatively free from pollution which
threatens human healths including as a minimumy compliance
with federal and state environmental and health standerdse

{3} "Committee® means the economic development
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oversight committee created by [section 17]e

(#) “Financial institution® includes but is not
timited to a state—- or federally chartered bank or a savings
and loan associationy credit uniony insurance companyy
development companys or investment banking companye

{5) ™Loan participation®™ means loans or portions
thereof bougnt from a financial institutione

{(6) ™Locally owned enterprise” means any enterprise
51% of whose stocks partnership interestsy or other
ownership intarests are owned and controlled by residents of
Montana.

{7) "Long~term benefit to the Montana economy™ means
an activity that diversifies and stabilizes the Montana
economy and that has the potential to maintain and create
jobss increase per capita incomes or increase Montana tax
revanues in the future to 'the people of Montanas cither
directly or indirectly.

(B) "Montana economy™ means any business activity in
the state of Montanas including those which <continue
existing jobs or create new jobs in Montanae

{(9) "Montana in-state investment fund™ means the fund
established by [section 3 of Initiative 95].

(1l0) “Service fees™ means the fees normally charged oy
a financial institution for servicing a 1loans including

amounts charged for collecting payments and remitting

>~ INTRODUCED BILL
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amounts to the fund.

NER SECTIONe Section 3. Montana in-state investgent
fund- The Montana in-state investment fund consists of 25%
of the revenue deposited after June 304 1923y into the
permanent coal tax trust fund established in 11-6-203(5} and
the principal and interest payments on all investments made
from the Montana in-state investment fund.

NEH.SELIiﬂﬂ‘ Section 4. LUnified investment programe
The HMontana economic development board and the board of
investments shall hold joint meetings at least twice a vyear
as a unified investment board for purposes of coordinating
investment strategiesy policiess and programs as required Ly
article VIIIy section 13y of the Montana constitutiona

NEM SECTION. Section 5. Authorized investments. The
Hontana in-state investment Ffund must be invested in the
securities authorized as permissible investments under
17-6-211 and in any other type of in-state investment
authorized by rules adopted by the board.

HEM SELTION. Section 6. Investment preferences. in
deciding which of several investments of equal or comparable
security are to be mades the board shal) give preference to
the 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 Sstate to fill
suych jobsj

(3) maintain and improve a clean and healthful
environments with emphasis on conservations renewable
resourcesy and alternative energy productioni and

(4) benefit small- and wmedium—-sized busSinesses as
defined in rules adopted by the boardes

HEM SECTIOMe Section 7. No direct locanss. No money
from the Montana in-state investment fund may be used to
make direct loans to individual borrowersa. Loans or portions
thereof originated by a financial institution that are sold
to the trust are not direct loans.

NEW SECTIOMe Section Sa Limitation on size of
investmentse No investment may be made that will result in
any one business enterprise or person receiving a benafit
from or incurring a debt to the Montama in-state investment
fund the total current accumulated amount of which exceeds
10% of the prior fiscal year's coal severance tax revenue
deposited in the Montana In-state investment fund.

NEW SECTIONs Section 9« State participation in loansae
State participation in any loan to a business enterprisSes
except for a loan guaranteed by a federal agencys must be
limited to 80X of the outstanding loane The state shall

participate in the security for a Toan in the same

e
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propertion as the loan participation amounte. .

NEH SECTIONe Section 10« Prior commitment of fundse
The board may authoriZe the commitment of funds to financial
institutions pursuant to rules adopted by the boards but the
determination as to credit with respect to individual
investments must be wmade by the financial institution and
the boardas

NEW SELTTIOMa Section 1ls Rate of returne in
calculating the rate of return for any investment to be made
from the Montana in-state investment funds the board shall
consider the long-term benefit to the Hontana economye

MEH_SELTION. Section 12. Service chargese The board
shall by rule establish reasonable service fees that may be
charged on loans made from the Muntana in-state investment
fund.

NEwW SECTIONe Section 13. Audit and performancea
evaluation. (1) The board shall contract for an annual
independent financial audit of +the board and the Montana
in-state investment funde.

{2) The board shall contract for biennial independent
operational and performance evaluations of the board and the
Montana in-state investment fund.

MEW SECTION. Section l4e Reports and publicationse
({1} By September 30 of each years the board shall publish a

report for distribution to the governore the legislatures
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and the publice The report must be written in easily
understandable language. The report aust include:s

(a} financial statements audi ted by independent
auditors;

{b} a statement of the amount of money received by the
Montana in-state investment fund from each investment during
the period covered;

{c) a statement of investments of the Montana in—-state
investment funds 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 performance in relation to intended goals cantained
in [ 5ection 1 of Initiative 95];

(f} an examination of the impact of the investment
criteria, of {;ections 5 and 673

(g) recommendations of any needed changes; and

{h) any other information the board believes would be
of interest to the governorsy the 1legislaturey and the
publica -

(2) The annual income statement and balance sheet of
the Hontana in-state investment fund must be published in at
least one newspaper in each judicial district of the state
by OGctober 30 of each year.

MEW SECTIONe Section 15« Report on potential uses of

-6—
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coal tax +trust fundse The board shall prepare for each
regular session of the legislature a report on potential
uses of the coal tax trust fund to develop a stables stronge
and diversified Montana economy that meets the neeas of
present and future generations of Montanans while
maintaining and improving a clean and healthful environment
as required by Article IXy section 1lv of the Montana
constitutions

NEW. SECTIONe Section 16« Rulemaking authoritye The
board may adopt rules to implement the provisions of
[sections 1 through 146] and 17-6-211(5). Rules adopted by
the board may include definitions of small- and medium—sized
businessesy, a method of committing funds to financial
institutionss types of service feess and types of
investments to be made« The board may also adopt procedural
rules to govern its proceedingss

NEW _SECTI0ON. Section 17. Economic

oversight committees {1l) There is an economic development

‘development

oversight committee.

(2) The committee consists of:

{a) four members of the senatey, appointed by the
committee on committees; and

{b) four members of the house of representativess
appointed by the speaker of the houses

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

{4) Members of the committee must be appointed before
the 90th legislative day of a reqular session.

{5} Appointments to the committee are for 2 ycarse A
member of the committee serves until his term of office as «a
legistator is ended or his successor is appeinteds whichever
occurs firste

{6) VYacancies must be filled in the manner specified
in 5-18-104 for Titling vacancies on the revenue oversight
committecs

{T3 The committea shall elect one of its wembers as
chairman and any other officers it considers necessarys

NEW SECIIONe Section 18. Powers and duties of
committees (1} A1l rules propused by the Montana ecunemic
development boards created in [section 19}+ and filed with
the secretary of state must be reviewed by the committec.

{2) The committee may:

(a) prepare written or oral recommendations for the
adoptions amendment, or rejection of a rule and submit the
recommendations to the boards whether or not a rulemaking
hearing is to be held;

(b} require that a rulemaking hearing be held in
accordance with the provisions of 2-4-302 through 2-4-305;

(c) recommend to the lagislature the repeals

amendments or adoption of a rule through legislation.

e, T
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(3) The committee may investigate and issue reports on
any matter concerning economic development or any other area
of the Montana economic development board®s authority.

MEW SECTIONe Section 9« Hontana economic development
board - allocation — coamposition -—— quasi-judicial
powerse (1) There is 3 Montana economic developament boarde
Except as otherwise provided in this sections the board is
allocated to the department of commerce for administrative
purposes only as provided in 2-15-1Z21. The board has
authority over its own personnel as provided in [s2ction
20]e

{2} The board is composed of seven memberss to be
appointed by the governor as prescribed in 2-15-124« The
board musf be broadly representative of the states seeking
to balance professional experience and public
accountability.

(3) The board is designated as a quasi—judicial board
for the purposes of 2-15-124.

{4) The board way invest the Montana in-state
investment fund according to the provisions of [sections 1
through 3 of Initiative 95 and sections 1 through 16} and
17-6=-201 and 17-6-211.

NEH SECTIQNe Section 20. Personnel of boarde {1) The
Montana economic development board may employ an investament

officery who will have general responsibility for the
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selection and management of the board®s staff and diraction
of investment activity. The investment officer serves at the
pleasure of the oovard.

(2) The board may prescribe the duties and annual
salary for professional staff positionse.

Section 21l Section 17-6-201y MCA, is amended to rvead:

"17-6—201l. Unified investment program -= . general
provisions. (1) The unifora investment program directed by
Article VIIIs section 13, of the 1972 Montana constitution
to be provided for public funds shall be administered by the
board of investments ang_;hg_ﬂnniang_gggnnni;_ﬂgxglghmgng
board in accordance with the rules provided in this chapter
and {sections 1 through 16] and with that degree of judgment
and carey under circumstances from time to time prevailings
which men of prudence, discretions and intelligence exercise
in the management of their own affairsy not for speculation
but for investmenty considering the érabab]e safety of their
capital as well as the probable income to be derivedy and
preservation of purchasing power of capital during pericds
of sustained high monetary inflation. Iovestuepts oy the
HYontana economic development board are limited to those mage
purposes _sot forth in [sections 1 ithrough 16je

{2y all state funds shall be invested and reinvested

in securities enumerated in 17-6-211 tc the maximum exteat
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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 sple authority to
invest state funds other thon __the Moptaga  in-state
1nxg§;mgn1__fnng. No other agency may invest Such state
fundse The board shall direct the investment of state funds
in accordance with the laws and constitution of this statee
The board has the power to veto any investments wmade under
its general supervisions

(4} The board of investments shail:

{a) assist agencies with public money to determine ife
whens 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 wade; and

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

(5) The board of investments 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 therafor;

{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
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money for payments due from the treasury funds for which the
securities have been purchaseds

{6} The state treasurer shall keep an account of the
total of each investment fund and of all the iﬁvestmants
belonging to such fund and of the participation of each
treasury fund account therein and sha)l make from time to
time such reports with reference thereto as may b= directed
by the board of investmentse.

(T} The <ost of administering and accounting for each
investment fund shall be deducted from the income therafroims
except that such costs of the trust and legacy fund shall oe
paid from _income otherwise receivable from the pooled
investmeat funds and the amounts required for this purpose
shall be appropriated by the legislature from the respective
investment funds.*

. S5ection 22« Section 17-6-211v MCAs is amended to read:

u]7~6-211. Permissible investmentss (1) The following

securities are permissible investments for all investment
funds referred to in 1T-6-203y except as indicatedﬁ

(2) any securities authorized to be pledged to secure
deposits of public funds under 17-6-103;

{b) bondse notessy debenturesy equipment obligationsse
or any other kind of absolute obligation of any corporation
organized and cperating in any state of the United States or

in Canaday if the obligations purchased are payable in

-12-
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United States dollarse or of any corporation in which the
United States government is a voting shareholder by act of
congress;r provided that all investments under this
subsection (b) must be rated by one natienally recognized
rating agency among the top third of their gquality
cateqoriesy not applicable to defaulted bonds;

[c) commercial paper of prime qualityy as defined by
one nationally recognized rating agencys Iissued by any
corporation organiZzed and operating in any state of the
united Statesy provided that:

{i) such securities mature in 270 days or less;

{ii) the issuing corporation or the parent company of a
finance subsidiary issuing commercial papere at the time of
the 1last financial reporting period? had a ratio of current
assrts to current liabititiesy including among current
liabilities long-term debt maturing within 1 yeary of at
least 1 172 to 1 and had received net income averaging %1
million or more annually for the preceding 5 years; and

{iit) no investment may be made st any time under this
subsection {c} which would cause the book walue of such
investments in any investment fund to exceed 10% of the hook
value of such fund or would cause the commercial paper of
any one corporation to exceed 2X of the book value of such
Fund;

(d} bankers' acceptances quaranteed by any bank having
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its principal office in any state of the United States and
having deposits in excess of $500 mildion:

[e) interest-bearing deposits in bankss building and
loan associationsy and savings and lcan associations located
in Montana, providedy howevere 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) wunencumbered real propertys first mortgagesse and
participations in first mortgages on unencumbered reai
propertys provided that:

{i} no such mortgage or mortgage participation may be
purchased unless:

{A) the principal amount of the loan secured oy the
mortgaqe or mortgage participation is 80% or less of the
appraised value of the property;

{8) the principal amount of the loan secured by the
mortgage or mortgage participation exceeds 80X of the
appraised value of the property but the amount of the loan
in excess of B0%y determined at the time the loan was madey
is quaranteed or insured by a mortgage insurance company
which the board of investments has determined to be a
qualified private insurer;

{(C) 25% ofF more of the loan or participation therein

—14-
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secured is guaranteed or insured in the event of default oy
the United States of America or an agency thereof; or

{D) the mortgagar has leased the mortgaged property to
a3 persony firme 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 investmant shall be made at any time under
subsection (1)}(f) which would cause the bdok value of such
investments in any investment fund to exceed 50X of the bock
value of such funda

{2) Investments from the pooled investment fund shall
be restricted to fixed income securities described in
subsections {1)(a) to {1)(e} above.

{3) Retirement fonds and the fund provided for in
17-6—203y subsection {4) may be invested in preferred and
common stocks of any corporation organized and operating in
any state of the United States provided that:

{a) the corporation has assets of a value not less
than £10 million;

(by if the investment is preferred stockey the
corporationt*s sggregate earnings available for payment of
interest and preferred dividendsy for a period of 5
consecutive years immediately before the date of investments
have been at Teast 1 1/2 times the aggregate of interest and

preferred dividends required to be paid during this period;
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{c) no invéstment may be made at any time under
subsection ({3) which would cause the beook value of such
investments in any retirement fund to exceed 50; of the bouvk
value of such fund or would cause the stock of one
corporation to exceed 2% of the bock value of such
retirement fund;

{d) subsecticn {c} doces not apply to funds providad
for in LT-6-203(4).

(4) The board of investments shall endeavor to direct
its _portion of the state®s investment business to those
investment firms andsar banks which maintain offices in the
state and therehy make contributions to the state econoamye
Furthery due consideration shall be given +to investmants
which will benefit the smaller communities in the statzes The
state’s investment business uiil be directed to out-of-state
firms only when there is a distinct economic advantage o
the state of Montana.

45) _The Montana economic develgpment board created in
[section 19] wmay invest the Moptana in-state igvestgent fund
in. _eny in-state investmept duthorized by Fts rules ino
addition to those investmepts authorized by this section.®

NEM SECTIONe Section 23. Temporary investment limita
Notwithstanding the percentage figure in [section 8]y the
investment limit for fiscal year 1984 must be calculated

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



LU

[«

LC 0557/01

copal tax trust fund made in fiscal year 1983.

MEW SECTIONs Section 24e Severability. If a part of
this act is invalide all valid parts that are severable from
the invalid part vremain in effecke If a part of this act is
invalid in one or more of its applicationsy the part remains
in effect in all valid applications that are severable from
the invalid applications.

NEW SECIIONe Section 25. Effective dates This act is
effective on passage and approvale

~End-



STATE OF MONTANA

REQUEST NO. ,%E.a..-ié-ﬁ
FISCAL NOTE
Form Bl¥-153
in compliance with a written request réceived January 27, , 19 83 there is hereby submitted a Fiscal Note
for Hause Bill 100 - pursuant to Chapter 53, Laws of Montana, 1965 - Thirty-Ninth Legislative Assembly.

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

DESCRIPTION OF PROPOSED LEGISLATION:

House Bill 100 creates an in-state investment fund to be adm1n1stered 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:

Total

FY 84 FY 85 Biennium
Expenditures under proposed legislation

Personal Services $122,984 $122,521 - $245,505
Operating Expenses 71,401 80,389 157,790
Equipment 5,010 -0- 5,010
Legislative Oversight Committee 12,500 12,500 25,000
Total Expenditures Under Proposal §$217,895 $214,410 - §433,305

Expenditures Under Current Law =~ $ -0- ‘ $ -0- $ ~0-

Increased Expenditures : :
to state investment fund , $217,895 $215,410 $433,305

Revenue Impact:
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 : §21076:124 $2,481,847

Continued S é !Z VV\ ﬁ:lL

. B\UDGET DIRECTOR
Dfﬁce of Budgat and Program Planniwg

Date: &=~ ) - 8;3




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. 1If this means that loans are made at less than market rate,
then interest earnings will be reduced.

FISCAL NOTE 9:Z/2
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STATEMENT OF INTENT
HOUSE eILL 160

House Economic Development Committee

(L) A statement of intent is required for this bill
because it gqrants rulemaking authority to the Montana

economic development board in section 1éta These rules will
inctude definitions of small- and medium-sized businessesy a
method of commitment of funds to financial institutions,

setting service fees for toans, defining types of

permissible investments, and procedural rules to govern the
board®'s proceedings.

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

{a) the definitions of small- and . medium=sized
business be based on either the number of employees of the
businasse the Jevel of capitalization of the businessy or J
combination of these factors;

(b)Y the mathod of committing funds to financial
institutions be similar to the method uti1§zed by the board
of thousing for committing funds for housing developments to
financial institutions;

{c} the level of service fees be set to cover the
costs associated with processing the investment and be
simi¥ar to those charqged by financial institutions;

{d} the permissible investments iadopted by rules be

" -+~ w

[+

HB 100

based on the long-term benefit to the Montana economy and
adher2 to the prudent-man rulee The investments should be
aimed at diversifyings strengtheningy and stabilizing the
flontana economy and increasing eacloyment opportunities

while maintainino and tmproving a c¢lean and healthful

envirsnment; and

(e) the procedural rules be based on the Attorney

General®s model rulese.

SECOND

HE 20

READING
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Approved by Committee
on Economic Development

HOUSE BILL NO. 100
INTRODUCED BY KEMMIS,y TOWEs VINCENTs HARRINGTON.
"METCALF+ HARPERs SCHYEy DARKOs HANSENy Je HAMMOND»
KADASs VELEBERy WALDRONy MENAHANs Je« JENSENe
SAUNDERS, HCSRIDEs NISBETs D. BROWNs SCHULTZs
REAMy BACHINIy PECKy FARRISy O®CONNELLe NILSONs
Je BROWNs CONNELLYy LYBECKs KEENANy ZABROCKIs
MCCORMICKs HOWEy DRISCOLLy DAILYy PAVLOVICHy
MOLLIDAYy RENGTSON, KENNCRLYs SHONTZy YAROLEY,
SPAETHy WILLIAMSy ADDYy, NEUMAN, BARDANDUVE,
ROUSHy KOEHNKE, FABREGAsy BERTELSEnNe FAGGy
3ERGENEy MILLERs HEMSTADs STIMATZ, HARPy HALLIGANy
ERNSTy CRIPPEMy VAN VALKENBURGs £CKe
JACDBSONe CONGVERy BERGe MOHARy MAZUREKS
HAFFEYs CHRISTIAENSy LANES ﬂANIﬁLSI
THOMAS, Ra MANNINGe HAGER

BY REQUEST OF THE GOVERNOR

A BILL FOR AN ACT ENTITLED: ®AN ALY To IMPLEMENT SECTIDN 3
OF INITIATIVE 95; CREATING AN IN-STATE INYESTMENT FUND TO BE
ADMINISTERED &Y THE MONTANA ECONOMIC OEVELOPMENT BOARD;
PROVIDING FOR TYPES GF INVESTMENTS TO BE MADE; AMENDING
SECTIONS 17-6-201 AND 17-6~211ly MCA; AND PROVIODING AN

IMMEDIAYE EFFECTIVE DATE.™
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BE IT ENACTED BY THE LEGISLAFURE OF THE STATE OF MONTANA:

JEH_SELTION. Sectlon 1. Short titlee This act may be
cited as the "Montana In-State Investment Act of 1983=,
MEW_SECTIOQNa Section Ze Dafinitionse AS used in

[sections 1 through 16 and Initiative 95 approved by the

people at the election on November 2y 1982)s unless the

context requires otherwise, the following definitions appltys

{1) ®Board“ means the Montana economic development
board established in [section 197

(2) ®Clean and healthful environment™ means an

environment that is relatively free from poeliution which

threatens human health, including as a minimumsy compliance
with federal and state anvironmental and health standards.

(3) "Committee® means the economic devel opment
eversight committee created by [section 17}.

{&)} =Financial institution"® includes but is not
limitad to a state- or federally chartered bank or a savings
and talan associations credit unions insurance companys
development companys or investment banking company.

() "loan participation¥ means 1loans or pertions
therenf bought from a financial institutione

(6) YiLocally owned enterprise' means any enterprise
51% of whose stocks partnershilp interestsy . or other
oewnership interests are owned and controlled by residents of

Hentanze
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{7T) "Long-term benefit to the Montana economy® means
an activity that diversifies-and-stadpitires SIRENGTHENS the
Montana economy and that has the. potential to maintain ang
create jobss increase per capita incomes or increase Mortana
tax revenues in the future to the people of Montanas either
directly or indirsctiy.

{8} ™Montana economy™ means any business activity in
the state pf Montanas including those which continue
existing jobs or create new jobs in Montana.

{?) *“Montana in-state investment Fund* means the fund
established by {section 3 of Initiative 95 ]«

{10) ™Service fees” means the fees normally charged by
a financial institution for servicing a loans including
amounts charged for collecting payments and remitcting
amounts to tha funda.

NEM_SECTIONs Section 3. Momntana in-state investment
fund. The Montana in-state Investment fund consists. of 25%
of the revenue deposited after June 30, 1983, into the
permanent coal tax trust fund established in 17-6-203({5) and
the principal and-interest payments on all investments made
from the Montana in-state invesfnnnt funde

NEW_SELTION, Section 4. Unified investment programe
The Montana economic develcpment board- and the board of
investsents shall hold joint meetings at least twice a year

as a unified investnent—board.fnw purposes of coordinating
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investaent strategiesy policiesy and programs as required by
Article VIII+ section 13, of the Montana constitutione

VEM_SECIION. Section 5. Authorized investmentse The
Montana in-state investment fund must be invested in the
securities authorized as permissible investments under
17-6-211 and -in any other type of in-state investment
authorized by rules adopted by the boards

MEW _SECTION. Section 6. Investment preferences. In
deciding which of several investments of equal or comparable
security ANMD _RETURN are to be mades the board shal) give
preference to the'business investments that:

{1) are for locally owned entaerprises that are either
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 filled by nonresidents coming into the state to Ffill
such jobs; ‘

. {3) waintain and improve a clean and heal thful
environmenty with emphasis on conservationsy renewable
resourcés’ and alternative energy production; end

[4) _ENCOQURAGE QR _BENEEIT__IHE _PROCESSINGs _REFININGs
MASKETINGe_ .AND. INNOYATIYE. _USE._AND PROMOTIQN. OE MONIANA'S
AGRICULTURAL .PROOUCTS:

£3) _PAY THE PREVAILING HAGE_EDR THAT_  OCCUPATION.. . .OR
ULILXZE_ _CONTRACTOBS _MWHO  PAY _THE PREVAILING WAGEs. £OR.ANY

—4- HB 100
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CONSTRUCTION MADE POSSIBLE BY SYATE INVESTMENT:

(o). _UAVE DEMONSYRABLE AFFIRMATIVE ACTION PIANS__EDR
EHELﬂ!LNG--IEIEBAN&sglﬂﬁEN;_HlHDBIfIESL_AHD.IHE_HANDILAEEEQi
ar

t%#¥L1I) benefit small- and medium~sized buslinesses as
defined in rules adopted by the board.

JEM_SECTIOM. Section 7e No direct loanss No money
from the Montana in-state investment fund M3y be used to
make direct loans to individual borrowers. Loans or portions
therecf originated by a financial institution that are sold
to the trust are not direct lecanss

NEW_SECTION. Section B. Limitation on size of
investnentse NO investment may be made that will) result in
any o1e business enterprise or person recelving a benefit
from or incurring a debt to the Montana in-state investment
fund -“he total current accumulated amount of which exceeds
10%x of the prior fiscal year®s coal severance tax revenue
deposited in the Montana in-state investment funde

MEM_SECYIOUNs Section 9. State participation in loanse
State participation in any tocan to a business enterprisey
except for a loan quaranteed by a federal agencys must be
limited to 80X of the outstanding 1oane. The state shall
participate l in the security for a 1loan in the same

proportion as the loan participation amounte

HEW _SECTIONa Section 10. Prior commitment of Ffunds.
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The board may authorize the commitment of funds to financial
institutions pursuant to rules adopted by the boards but the

determination as to credit with respect +to individual

investments must be made by the financia! institution and

the boards

NEW_SECTIONas Section 11. Rate of returna in

calculating the rate of return for any investment to be mads
from the Montana in-state investment funds the board shalt
consider the long-term benefit to the Montana econowmye

EM_SECTION. Section 12. Service chargese The board
shali by rule establish reasonable service fees that may be
charged on loans made from the Montana in-state Investment
fund.

MEW.SECTION. Section 13. Audit and performance
evaluation. (1) The board shal)l contract for an annual
indep2ndent financial audit of the board and the Montana
in-state investment fund.

(2) The board shall contract for biennial independent
operational and performance evaluations of the board and the
Montana in-state investment fund.

NEW_SECTIONS. Section 14« Reports and publications.
{1) #y September 30 of each years the board shall publish a
report for distribution to the governors tne Jlegislatures
and the publice The report must be written in easily

understandabls Yanguage. The report must include:

—6— H8 100
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{a) financial statements audited by independent
auditors;

{b) a statement of the amount of maoney received by the
Montana in-state investment fund from each investment auring
the pariod covered;

{c) a statement of investments of the “ontana in-state
investment fundsy including an appraisal at market values;

{d) a description of investment activity during the
period covered by the report;

(2} 2 comparison of the Mantana in-state investment
fund®s gperformance in relation to intended goals contained
in [section i of Initiative 95];

{f) an examination of the Impact of the investment
criteria of [sections 5 and 6];

{g) recommendations of any needed changes; and

[(n) any other information the board believes would be
of interest to the governors the legislaturees and the
pubficas

(2) The apnual income statement and halance sheet of
the Montana 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.

YEH_SECTIONs Section 15. Report on potential uses of
coal tax trust funds. The board shall prepare for each

regular session of the lTegislature a report on potential

-7~ HB 100
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uses 2f the coal tax trust fund to develop 3 stabley strong,
and diversified Montana economy that meets the needs of
present and future generations of Montanans while
maintaining and improving a clean and healthful environment
85 rzquired by Article 1IXs section t, of the Mantans
constitution,

AEW_SECLIQNs Section 16e Rulemaking authority. Tha
board wmay adopt rules tg impYement the provisions of
[sections 1 through 16] and 17~6-211({5)s Rules adopted by
the bdard may include definitions of small- and medium-sized
businesies: 4 wmethod of committing funds to financjal
institutionsy, types of service fees, and types aof
investments to be made. The board may also adopt procedural
rules to govern its proceedings.

SEW_SECTIONa Section 17« Economic developmant
oversight committees (1) There is an economic develgpaent
oversight committees.

{2) The committee consists of:

fa) four memhers of the senates appointed by the
committes on committees: and

(6) four members of the house of representativesy
appointed by the speaker of the houses

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

{4) Members of the committee must be appeointed before

- HA 100
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the 90th legislative day of a3 regular sessions

(5) Appointments to the committee are for 2 years. A
member of the committee serves ountil his term of office as a
legislator is anded or his successor is appolintedy whichever
occursrfirst-

{6) VYacancies must be filled in the manner specified
in 5-18-104 for filling vacancies on the revenue oversight
committeaas

{7) The committee shall elect one of jits members as
chairman and any other officers it considers necessary.

NEH_SECIIiNe Section 18. FPowers and duties  of
committees (1) A11 rules proposed by the Montana economic
development boards created in [section :19)y and filed with
the saCretary of state must be reviewed by the committee.

(2) The committee may:

{a) prepare written or oral recommendations for the
adoptions amendmentsy or rejection of a rule and submit the
recommendations to the boardy whether or not a rulemaking
hearing is to be held;

{b) require that a rq]emaking hearing be held in
accordance with the provisions of 2-§-3G2 through 2-~4-305;

() recommend to the tegislature the repealy
amangments or adoption of a rule through legislations

(3) The committee may investigate and issue reports on

any matter concerning economic development or any other area

- HB 100

(LI ]

o

10
11
12
13
14
15
i&
E7
18
19
20
21
22
23
24
25

HB 0100702

of thz Montana economic development board®s authority.
NER_SELTIONs Section 19. Montana economic development
board - allocation -=- composition ==  quasi—judicial

powerse. (1) There is a Montana economic development boarde

Except as otherwise provided in this sections the board is

allocated to the department of commerce for administrative
purposes only as provided in 2-15-121. The board has

authority over its own personne? as provided in [section
207

f2) The board is composed of seven memberss to be
appointed by the gqovernor as prescribed in 2-15-124. The

board aust be broadly representative of the state, seeking

to batance professional experience and public INIEREST AND
accountabltity.

{3) The board is designated as a quasi-judicial board
for the purpnses of 2-15-124.

{4} The board msy 3SHALL invest the #ontana in-state
investment fund according to the provisions of [sections 1
through 3 of Initiative 95 and sections 1 through 16] and
17-6=-2901 and 17+6-21le

JEW _SECIIONa Section 20« Personnel of boarde (1) The
Montana economic development board may employ an investment
officers who will have general responsibility for the
selection and management of the board®s staff and direction

of invastment activitye The investment officer serves at the

~10- HB 100
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plteasure of the boardae

(2} The board may prescribe the duties and annual
salary for professional staff positionss

Saction 2le Section 17-6-201, MCAs 15 amended to reaa:

"17-6~201. Unified investment proaram -~ Qqeneral
provisionse {l1) The uniform investment program directed by
Article VIIXy section 13, of the 1972 Montana constitution
to be provided for public funds shall be adwinistered by the
board of investments and._the. Mentaoa. . economic. _development
board in accordance with the ruies provided in this chapter
and.[sections_l_through.l6) and with that degree of judgment
and cares under circumstances from time to time prevailinge
which men PEQPLE of prudence, discretions and intelligence
exercise in the management of their own affairsy not for
specul ation but for Investments considering the probable
safety of their capital as well as the probable income to be
derivedy and preservation of purchasing power of capital
during periods of sustained high monetary inflatione
lovestaents by.the Mgotzoa. ecopomic. davelogment.  Bodcd _are
limited__to__those_made.fros.Ltpe Montapa inzstate. iovestment
fuod_zod_for_tbe purposes sel forth io_Lsections 1. tbrough
18le

{Z) A1l state funds shall be invested and reinvested
in securities enumerated in 17-6~211 to the maximum extent

consistent with this policy and with the need and timing of

~-1i- H3 100

10
11
12
13
1%
15
16
17
18
19
20
21
22
23
24
2s

HB 0100702

cash expenditures for particular purposes.

{3) The bhoard of investments has the sole authority to
invest state funds other_ _thao__ the_ _ _Montaga . jn-state
ioyestuweot _funde. No other agency may invest such state
funds. The board shall direct the investment of state Ffunds
In accordance with the laws and constitution of this state.
The bsard has the power to veto any investments wmade under
its general supervisions.

{%} The board gf_ iovasiments shall:

(a) assist agencies with public money to determine ify
whens and how much surpltus cash is available for investment;

(b) determine the amount of surplus treasury cash to
be invested;

{c} determine the type of investment to he made; and

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

{5) The board of investments may:

fa) execute deeds of conveyance transferring all real
property obtained through foreclosure of any investments
purchased under the provisions of 17=-6-211 when ful? payment
has bzen 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 tneir full and true value when found necessary to raise

money for payments due from the treasury funds for which the

-12~ HE 100
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securities have been purchased.

{5) .The state treasurer shall keep an account of the
total of each investment fund and of all the investments
belonging to such fund and of the oparticipation of each
treassry fund account therein and shall make from time to
time such reports with reference thereto as may be directad
by the board of investments.

(7) The cost of administering and accounting fFor each
investment fund shall be deducted from the inCome therefroms
except that such costs of the trust and legacy fund shall be
paid from income otherwise receivable from the pooled
invastnent fundy and the amounts required for this purpose
shall be appropriated by the legislature from the respective

investment funds."

Section 22 Section 1T7-6-211y #LA,; is amended to read:

®]17-6-211. Permissible investments. (1) The following
securities are permissible investments 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) bondsy notesy debenturess equipment obligationsse
or any other kind of absolute obligation of any corporation
orqgantzed and operating in any state of the United States or
in Canadas if the obligations purchased are payable in

United States dollarse or of any corporation in which the

=13~ HB 100
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Unitel States government is a voting shareholder by act of
congress; provided that an investments under this

subsection (b) must be rated by one nationally recognized

rating agency among the top third of their quality
categoriess not applicable to defaulted bondsi

(¢) commercial paper lﬁf prime qualitys as defined by
one nationally recognized rating agencys Issued by any
corporation orqanized and operating

in any state of the
United Statesy provided that:

{i) such securities mature in 270 days or less;

{i#i) the issuing corporation or the parent company of a
finance subsidiary issuing commercial papery at the time of
the 1last financial reporting periody had a ratio of current
assets to current liabillitiesy including among current
liabilities long~term debt maturing within 1 yeary of at
Teast 1 1/2 to 1 and had received net income averaging 51
millian or more annually for the preceding 5 years; and

{iii) no investment may be made at any time under this
subsection (c¢) which would cause the took wvalue of such
inves:tments in any investment fund to exceed 10% of the book
value of such Ffund or would cauSe the commercial paper of
any on2 corporation t¢c exceed 2% of the book value of such
fund;

{4) bankers® 3cceptances gquaranteed by any bank having

its orincipal office In any state of the United States and

~14- HS 100
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having deposits in excess of $500 million;

(2) interest-bearing deposits in banksy, building and
1oan associationss and savings and loan associations located
in Montanas provideds howevers that the boarag af investments
shall reaquire pledged securities as specified in 17-6-102
{interest on said depcosits shall npot be less than the
prevailing rate of interest being paid on deposits of
private funds);

[F) unencumbered real propertyy tirst mortgaqgess and
participations in first mortgages on unencumbered real
propertys provided that:

(i) no such mortgage or mortgage participation may be
purchased unlesss

{A} the principal amount of the Yoan secured by the
mortgage or mortgage participation is B0OX or less of the
apprai sed value of the property;

{8} the principal amount of the loan secured by the
mortgage or aortgage participation exceeds B80%Z of the
appraised value of the property but the amount of the loan
in excess of 80%y determined at the time the loan was mades
is guaranteed or insured by a mortgage insurance company
which the board of investments has determined to he a
qualified private insurer;

{C} 25% or wmore of the loan or participation therein

secured is quaranteed or insured in the event of default by

~15~ HB 100
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the United States of Am=rica or an agency thercof; or

{D)} the mortgagor has leased the mortgaged property to
a persony firmy 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

tii) no investment shall be made at any time under
Subsection (1}(f} which would cause the book value of such
investuents in any investment fund to exceed 50% of the book
value of such funde

{2} Investments from the pooled Investment fund shali
be restricted to fixed income securities described in
subsections (1)(a) to (1){e) above.

[3) Retirement funds and the fund provided for in
17-6-203y subsection (4) may be invested in preferred and
common stocks of any corporation organized and operating in
any state of the United States proavided that:

{a) the corporation has assets of a value not less
than $10 wmillion;

{b} «f the investment is preferred stocksy the
corporation®s aggregate earnings available for payment of
interest and preferred dividendss for & period of 5
consecutive years immediately before the date of investments
have been at least 1 1/2 times the aggregate of interest and
preferred dividends required to be paid during this periods

(c} no investment may be made at any time under

-156= HB LGO
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subsection (3) which would cause the book value of such
investaents In any retirament fund to exceed 50% of the book
value of such fund or would cause the stock of aone
corporation to exceed 2% of the book value of such
retirament fundsi

{d) subsection (c) does not apply to funds provided
for in 17-6-203(4)«

{+} The board of investments shall endeavor to direct
its_.nartiogn..gf the state’s investment business to those
investgent firms and/or banks which maintain offices in the
state and thereby make contributions to the state econofya.
Furtharys due consideration shall be given to investments
which will benefit the smaller communities in the state. The
state’s investment business will be directed to cut-of-state
filrms onty when there is a distinct economic advantage to
the state of Montanae

{51__XIha_Montana. economic develcpment board created. . in
[section_13) may iowvest_ithe Moniana_in=staie.inyesimeni fund
in__any__lo=state _iovesimeot__suthorized by _its cules io
addition_te those investmepis._autborized. by  _this _section.®

e _SECTIONs Section 23« Temporary investment limit.
Notwitnstanding the percentage fiqure in ([section 8]y the
investaent 1Jimit for fiscal year 1984 must be calculated
basec on 25X of the total coal tax deposits to the permanent

coal tax trust fund made in fiscal year 1983,

g HB 100
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NEM_SELTI10N. Section 24. Severabilitys If a part  of
this act is invalid, all valid parts that are severable from
the invalid part remain in effects If a part of this act is
invalio in one or more of its applicationsy the part remains

in effect in all valid applications that are severable from

the invalid applicationss

YEH_SECTION. Section 25. Effective date. This act

is
effective on passage and approvale
-Eng-
-18- Ha8 100
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STATEMENT OF INTENT
HOUSE B8ILL 100

House Economic Development Committee

{1} A statement of intent is required for this b&ill
because it grants rulemaking authority to the Montana
economic development board In section 16« These rules will
include definitions of small~ and medium—sized businessessy a
method of commitment of funds to financial Institutionss
setting service feas for Toansy defining types of
permissible jinvestments, and procedural rules to govarn the
board's ‘proceedings.

{2) It is the intent of the legisiature that:

(a) the definitions of small- and -edlﬁ--sized
business be based on either the nuaber of employees of the
business- the level of capitalization of the businessy Oor a
coablnation of these factorsj

{b) the method of committing fuhds ‘to  Financial
institutions be similar to the method utilized by the board
of housing for committing fundx for housing developments to
financial institutions; '

{c) the level of sorvlc;—}bés be set ta cover the
costs associated with processing the investment and be
similar to those charged by financial institutions;

{d) the permissible investsents adopted by rules be

L I I e R I ]

HB 100

based on the long-term benefit to the Montana economy and
adhere to the prudeat-man rule. Tha Investments should be
aimea at  diversifyings strengthenings and stabilizing the
Montana economy and Increasing employment opportunities
while maintaining and isproving a clean and healthful
environment; and

(&) the procedural rules be based on the Attorney

Gentral®s model rules.

- THIRD READING
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HOUSE BILL NO. 100
INTRODUCED BY KEMMISy TOWEe VINCENTy HARRINGTONs
METCALFy HARPERs SCHYEy DARKOy HANSENy Je HAMMONDy
KADASe VELEBERs WALDRONe MENAHANy Ja JENSENy
SAUNDERSs MCBRIDEs NISBETy De SROWNy SCHULTZs
REAMs BACHINIs PECKs FARRISes O°CONNELLs NILSON,
Jo BROWNs CONNELLYs LYBECKs KEENANs IABROCKIs
MCCORMICKy HOWEy DRISCOLLe DAILY» PAVLOVICHe
HOLLIDAYy BENGTSCNe KENNERLYy SHONTZ+ YARDLEY,
SPAETHy WILLIANS, ADDYs NEUMANy BARDANOUYE,
ROUSHy KOEHNKEy FABREGAy BERTELSENe FAGGe
JERGENEy MILLERs HEMSTADy STIMATZ4s HARPs HALLIGANe
ERNSTy CRIPPENy VAN VALKENBURGs ECK+e
JACOBSONy CONOVERe BERGe MOHARsy MAZUREKy
HAFFEYy CHRISTIAENS+ LANEs DAMIELSy
THOMASy Re MANNING, HAGER
BY REQUEST OF THE GODVERNOR

A BILL FOR AN ACY ENTITLED: “AN ACT TO IMPLEMENT SECTION 3
OF INITIATIVE 95; CREATING AN I[N-STATE INVESTMENT FUND TO BE
ADMINESTERED BY THE MONTANA ECONDMIC ODEVELOPMENT BSO0ARD;
PROVIDING FOR TYPES DF INVESTHENTS TQ BE MADE; AMENDINe
SECTINNS 17-6-201 AND 17-6-211ly MCA; AND PROVIDING AN

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

SEM_SECTION. Section ls Short titles This act aay be
cited as the "Montana In-State Investment Act of 1983%.

NEW SELTION. Section 2. Oefinitions. A5 used in
[sections 1 through 16 and Initiative 95 approved by the
peoplé at the election on November Z+ 19823s unless the
context requires otherwises the following definitions apply:

{1) ®“Board" means the MNontana . economic development
board established in {section 19].

{2} *=Clean and healthful environment™ means an
enviroamant that is relatively free from pollution which
threatens human health, including as a sinimums complliance
with faderal and state environmental and health standards.

(3) “Committee® KLANS the ecénonic development
oversight committee created by [section 17]e

{4} "Financial institution® includas but is not
limited o a state- or federp!ly chartered bank or a savings
and toan assoclationy credit unions Insurance companys
developmant cowpanys or Investment banking companys

£53) "eoan particlpation® ameans Jlo2ans or portions
thereof bought from a financial insgitutioq.

{6} "Locally onned enterprise™ means any enterprise
51% of whose stockes partnership interests, or othar
ownership interests ara owned and controlled by residents of

Montanase

-2= HB 100
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(7) “Long-term benefit to the Montana economy™ means
ah activity that diversifies-and-stabitizes SIRENGIHENS the
Montana economy and tﬁgt has-the potential to waintain and

craate jobse kncrease pef capita incomes or increase Montana

tax ravenues In the future to the people of Montanas aeilther

directly or indirectly.

{8) ™Hontana economy® wmeans any business activity in
the state of Montanay including those which continue
existing jobs or create new jobs In Montanae

(9) *Montana In-state investhnt fund® meoans the fund
established by [section 3 of Initiative 95J;

{10) *Service- fees™ means the feos normally charged by
a financial institution for servicing a loans including
amounts charged for collecting peyments and remi tting
amgunts to the funde.

. MEM_SECIION. Section 3. Montana In-state {(nvestment
funde The Montana in-state investment fund consists of 25%
of the revenus deposited after June 30y 1983, into the
permanent coal tax trust fund esiablished in 17-6-203{5) and
the principal sad-interest payments on all investments made
from the Montana in-state investmant funde

MEM_SECIIONa Section 4« Unified invaestment program.

The Montana economic development board and the board of

Investments shall hold joint meetings at least twice a year

as 2 unifled Investment board for purposes of codrdinating

-3~ HB 100
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investment strategiess policlesy and brogfahs as required by
Article WIII, section 13, of the Montana constitution.
NEW.SEGILIONe Section 5. Authorized investaents. Tha
Montana in~state investment fﬁnd must be invested in the
securities - authorized as permissible Investments under
17-6-211 and in any other 'type 'of in-state investment
authorized by rules adopred by the hoarde .
HEM_SECTIONs Section 6. Investment preferences. In
deciding which of several -investments of equal or comparable
security AND BETURN are to be mades the board shall give

preference to tha business investments thats

(1) are for locally owned enterprises that are either
expanding or establishing new operations;

{2) provida jobs that will be substantially filled by
current Montana residents as opposed to providing jobs that
will be fitted by nonresidents coming into the state to fill
such jobst

(3) maintain and improve a clean and ﬁealthful
enviroaments with emphasis on conservations renewable
resourcess and alternatiwve energy production; and

(5} _ENCOUBAGE OR__BEWEELY _THE _PROCESSING: REFINING:

£33 . PAY IUE EREMAILING. WAGE FOR__IHAT. _OCCUPATIONs QR
UTILEZE. COMTRACTORS WO PAY._  THE PREVAILING MAGE: EOR.ANX

b o HB 100
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EﬂELﬂ!IHE__!EIEBAHS:.HQHEU:.HI!QBZILESA.AER.IHE_HANDILABBEQL
a8

t43£7}) benefit small- and medium-sized businesses as
defined in rylcs adopted by the bobrds

NEW _SECTION. Section 7« No diréct Toanse HNo money
from the Montana in-state investsent fund may be used to
make direct Yoans to individual borrowers. Loans or portions
theresf originated by a financial iastitution that are sold
to tho trust are not direct loans.

NEM_SECIION. Section 8. Limitation on size of
investaents. MNo investment may be made that will result in
any on2 business enterﬁrlso or person raceiving a benefit
from or incurring a debt to the Hoﬁtana in-state investment
fund the total current éccunu!atéd amount of which exceeds
10x of the prior ffsca}'yeér's coal sevarance tax revenue
deposited in the Hoﬁténa in-state iniest-ent funde

MEH_SEQIIQN‘: Saction 9« State pa?tlcipation in loanss
State pirticipatiou-ﬁn any Toan to a business enterprises
except for a loan guarunteed by a federal agencyy must be
Yimited to BO% of the outstamding 1loans The state shal}
participate in tﬁa securiey far a locan iIn the same
proportion as the loan participation amount.

NEH_SECIION. Section 16« Prior commitment of fundse

- HB 100
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The board may authorize the commitment of funds to financia?l
institutions pursuant to rules adopted by the boards but the
determination as to <credit with respect to {Individual
invastments must be made by the financial inétitution and
the boards

NEM_SECIEONe Section 11ls Rate of returns In
calcutating the rate of return for any investment to be made
from the Montana in-state investment fundy the board shall
consider the long~term benefit to the Montana economye

MEM. SECTIONe Section 12. Service charges. The board
shall by rule estabtish reasonable service fees that may be
charged on 1loans sade from the Montana in~state investment
fund.

NEW_SECIAONs Section I3 Audit  and

evaluatione (i} The board shall contract for an annual

per formance

independent financial audit of the board and the Montana
in-state Investment fund. _
'fZ). The board shald) contract for biennial Indepandent

eperational and per formance evaluations of the beard and the

Montana in—state investment funde

SEH_SECTION. Section 14« Reports and pubtications.
(1} By September 30 of each years the board shall publish a
report for distribution ta the gavernors the Tegislature,
an¢ the pubdlic. FThe report wmust be -written in easily

understandabla language. The report wust includes

- ’ HB 100
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{a) financial statements audited by independent

auditors;

(b} a statement of the ambunt of money received by the

Montana in-state investment fund from each Investment during

the pariod covered;

{c)} a Qtatenant of iInvestments of the Montana in-state
investment fuﬁ¢g‘lnc1udinq an appraisal at market valuej

(d) a deseription of investaeat activity during the
period covered by the report;

{2} a comparison of the Montana in-state investment
fund*s ‘perfarmance in relation to intended goals contained
in [s2ction 1 of Initiative 95}

{f) ao examination of the impact of the investment
criteria of [sections 5 and 6]3

' (g) recommendations of any needed changess and

(h] any othar information the board believes would be
of interest to the governors the legislatures and the
publice

(2} The annual Income statement and balence sheet of
the Moatana in-state Investment fund must be published in at
least- one newspaper in each judlcia) district of the state
by October 30 of each yeare

a;:;sﬁsixnu. Scc§l9ﬂ 15 Report on potahtlal uses of
coal tax trust fuad, Tha bogrd shall prepare for each

regular session of the 1legislature a report on potential

-T= H8 100
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S S : - S
uses of the coal tax.tfust fung to develop a stableay stronér
and diversified Montana economy that meets the need$ of
present  and future generations of fontanans while
maintaining and improving a clean and healthful environnent
as required by Artjcle IXs section 1y of the Nontana
constitutions

NEH_SECXIONs . Section 16+ Rulemaking authoritye The
board wmay adopt rules to Iimplement 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
businessesy a method of committing funds to financlal
institutionsey types of service feas, and types of
investments to be made. The board may also adopt procedural
rules to govern its proceedingse

YEM SECTION. Section 1T. Economic

oversight committees (1) There is an economic davelapment

davelopment

oversight committeea

(2) The committee consists of:

fa) four members of the senates appointed by the
committee on committees; and

{b) Four members of the house of representatives,
appointed by the speaker of the houses . ‘

© {3) Mo more than two members from each house may be of

the same political pargy.

[4) Membars of the committee must be appointed before

~f- HB 100
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the 90th legislative day of & regular sessions

‘(5) Appointments to the committee are for 2 yearse A
meaber of the committee servas until his term of office as a
legislator is ended or his successor §s appointeds whichever
occurs firste

5 vacancies must be filled in the manner specified
In 5-18-104 for filling vacancies on the revenue oversight
committod.

. (Tismth- zoan!ttee shall elect one of its w®wmembers as
chairman and any othmr officers it considers necessarys

" NEM_SECIION. Saction 18. Powers  and duties of

coaaittees {1} A11 rules proposed by the Montana economic

ﬂcvelnpnent :board. created In [section 19]e and filed with

the secretary of state must be reviewed by the committee.

(2) The committee may:

{2} prepare written or oral recommendations for the
adoptions amendmentey orF rejection of a rule and submit the
recomnendations to the boards whether ar not a rulemaking
haaring is to be held;

{b) require that a rule-éklng hearing be held in

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

{c) recommend to the Yegislature tha vepealy

amendsanty or adoption of a rule through ¥egislationa
{3} The committee wmay investigate and issue reports on

any matter concarning economic devalopment or any other area

L9- ' H8 100
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of th: Montana economic development board*s authority.

MEM. SECTICNs Section 19« Montana economic development
board =~ allocation =~ composition ~= quasi-jugicial
powers. (1} There is a Montana economic develapment bogrd.
Except as otherwise provided in this sectioni'fﬁ; 'boardv is
allocated to the department of commerce for administrative
purposes only as provided in 2-15-121. Tha  board has
authority over its own personnae! as provided [ﬁ {section
203 .

{Z) The board is composed of seien memberss to be
appointed by the governor as prescribed In 2-15-12% The
board must be-hrondiy-representative-of—the--stater——seshing
to——batenee--profansienal—experience-ond-pubtie INFERESI=ANR
sccomtabittty LNLLUDE AL LEASI _ONE.PERSON BERRESENTING. . EACH
OE_THE EOLLOWING: THE FINANCIAL COMMUNITY. _SM$LL . BUSINESS.
AGBISULTURE. OAGANIZED JLABCR.. ANO THE GEMERAL _PUBLIC.

(3) The board is designated as a quasi-judicial board
for the purposes uf‘2-15-124.

{4} The board mey SHALL invest the Montana in-state
investment fund according to the provisions of [sections 1
through 3 of Initiative 95 and sections 1 through 16] and
17-6-201 and 1T7-6~211.

NEW_SECTIONs Section 20 Personnal of boards {1} The
Montana economic development board may employ an investment

officers who wiTl have general responsibility for the

-10=- H8 100
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seloction and mapagement of the board®s staff and direction
of investment activity. The investment officer serves at the
pteassre of the boarde

{2) The board msay prescribe the duties and annual
salary for professiomal staff pesitionss

Saction 21« Section 17-6-201s MCAy is amended to read:

®17-6-201e Unified investment program - general
provisionss (1) The uniform invastment progras directed by
Article VIII, section 13, of the 1972 Montana constitution
to be provided for public funds shall be administered by the
board of investwments and iha Moprana sconomil develapment
bgard in accordance with the rules pravided in this chapter
hﬁﬂ_ﬁsa:xlgns_x_xnzquﬂﬁﬁxﬁj and with that degree of judgment

and carey under circgnstances from time to time prevailings

which sen REQPLE of prudences discretiomy and intelligence
exercise in thé management of their own affairsy not for
speculation but for investments considering the probable
safety of their cap{xal as wall! as the probable income to be
deriveds and prese}vatlnn of purchasing power of capital
during periods of sustained high monetary inflationa
Loxsastaents by _the Haotaoad econosic dexslopment board.ace
limited_so those wade fros the Wootana _incstate .iovestesat
fuad_. a0d._for the Qurposes set foctb in [sections 1 thoough

FUNTY
$2] A1l state funds shalT be |pvested and reinvested
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in secuffties enumerated in 17-6-211 to the maximum extent
consistent with this pelicy and with the need and timing of
cash expenditures for particular purposes.

{3} The boarg of investments has the sole authority to
invest state funds gthec..than__tbe _Mgetana. jo-gtate
iovesteenat_fund. No other agency may invest such state
fundss 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 superviiion.

t4) The board gf_ lnvestments shall:
{a) -assist agencies with public money to determine if.

whens 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 Tor the investments.

(5) The board of investments may:

{a) execute deeds of conveyance transfarriAg aly  real
property obtained through foreclosure of any investasents
purchased under the provisions of 17-6-211 when full payment
has been received therefor; )

{b) dlr;ct the withdrawal of agy 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

-12~ H8 100
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at their full and true value when found necessary to raise
money for payments due from the treasury funds for which the

securi ties have been purchasede

{6) The state treasurer shall keep an account of the‘

total of each investment fund and of aiY the Investments
belonging to such fund alnd of the participation of each
treasury fund aécount therein and shall make from time to
time such reports with reference thareto as may be directed
by the board of investmentse.

(7) The cost of administering and accounting for each
investment fund shall be deducted from the income therefrome
except that such ctosts of the trust and legacy fund shall be
paid  from income otherwise recelvable from the pooled
investaent funds and the amounts required for this purpose
shall pe appropriated by the legislature from the respective
investment fundse" .

Section 22+ Section 17-6-211y MCAs Is amended to read:

*1T7-6-211. Permissible investments. (1} FThe following
securities are permissible lavestments for all investment
funds referred to in 17-5-293. except as indicated:

t{a) any securities authorized to be ptedged to secure
depost ts of public funds under 1T7-6-1033

(b) bondss notess debenturess equipsent obligationss

Cor any other kind of absolute obligation of any corporation

organi zed and oberating in any state of the United States or

| =13- . HB 100
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in Canadas Tf the obligations purchased are payable in
United States dollarse or of any corporation In which the
United States government is & voting shareholder by act of
CONJresss _providnd that art investmaents wunder this
subsection (b) must be rated by one nationally recognized
rating agency among the top third of thelr quality
categoriess not applicable to defaulted bonds;

{c) commercial paper of prime qualityr as defined by
one nationally recognized rating agencys issued by any
corporation organized and operating in any state. of the
United Statesy provided that:

fi) such securities mature in 270 days or less;

(i#) the issuing corporation or the parent company of a.
finance subsidiary Issuing coumerclél papers at the tiwme of
the 1ast financial reporting periods had a ratio of current
assets to current VYiabilitiesy including among current
liabilities long~term debt maturing within 1 years of at
Teast 1 1/2 te 1 and had received net income averaging $1
miltlion or more annually for the precediﬁg 5 yearsi and

{iii) no investment may be made at any time undef this
subsection (¢} which would cause the book value of sucﬁ
investments in any inwestnenf 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

fund;

-14- HB 100
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(d) bankers® acceptances guaranteed by any bank having
its principal office in any state of the United States and
having deposits in excess of $500 millionsg

(2) interaest-bearing deposits in bankss bullding and
Toan associat!ons- and savings and lcan associations located
in Montana, provideds howevers that the board of iavestments
shall raquire pledged securities as specified iIn 17-6~-102
{interest on said depositi shall not be 1less than the
prevailing rate of interest being paid on deposits of
private funds);

¢f) unencumbered real propertys first mortgagess and
participations in first wmortgages on unencumbered real
propertys provided that:

{i) no such mortgage or mortgage participation may be
purchased unlesss?

(A} the principal amount of the loan securad by the
mortgage or mortgage participation is 80% or less of the
appralsed value of the property;

(2) the principal amount of the ltoan secured by the
mortgage or mortgage participation exceeds BOX of the
appraised value of tnevﬁ(oparty but the amount of the loan
in  excess.of B0Xy determined at the time the loan was mades
is gquaranteed or insured by a mortgage Insurance company
which the bBoard of iavestments has determined to be a

qualified private insureri

=15~ , HB 100
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(C) 25% or more of the 10an or participation therein
secured is guaranteed or insured in the event of default by
the United States of Americe or an agency thereof; or

(D) the mdrtgagor has leased the mortgaged property to
3 persony flrms or corporation whose rental payments under
the lease are guaranteed for the full term of the lcan or
participation tharein by an agency of the United States; and

) {ii) no investment shall be made at any tiae under
subsection (1)(f) which would cause the book value of such
investments in any investament fund to exceed 50% of the book
vatue of such funde

(2) Investments FroQ the pocled investment fund shall
be restricted to fixed Income securities described in
subsections {(1}){a) to {1})(e} above.

{3) Retlrement funds and the fund provided for in
17-6~203, subsection f#) may be invested in preferred and
common sStocks of any cerporation organized and operating in
any stata of the United States provided that:

_(a) the corporation has assets of a value not less
than %10 milliong

(hy if the investment Iis preferred . stoCks the

‘corporation®s aggregate earnings available for payment of

interest and prefe¢rred dividendsy for a period of 5
consecutive years immeliately before the date of investaents

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

~16= HB 100
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preferred dividends required to be paid during this period;

(c) no investmant way be wmade at any time under
subsection (3) which would cause Vtha book value of such
investments in any retirement fund to excead 50X of the book
vatue of such fund ar would cause the stock of one
corporation to exceed 2% of the book value of such
retiremant fund;

{d) subsection {[c) does not apply to funds provided
for in 17-6-203(4).

{s} The board of investments shall endeavor to direct
lts_poction _of the state's iInvestment business to thase
investment firms and/for banks which msaintain offices in the
state and thereby make contributions to the state e¢conomy.
Furthers due consideration shall be given to investments
which i1l benafit the smaller communities In the state. The
state's investment business will be directed to out-of-state
firms only when there Is a distinct economic advantage tec
the state of Hontana.

(21..Ibe _Montana.econemic._development beard greated in
fsection.12) may foxesi the Montana.inzstate iovesivent fuad
in.any _in-state _investment _authorized by _its rules .in
addition. to__thaese_lnvestments autborized by this sectiop."

NEM_SECTION. Section 23. Temporary investment limite
Notwithstanding the percentage Ffligure in [section 8] the

investment limit for fiscal year I984 must be calculated

«17- HE 100
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based on Z5X% of the total coal tax deposits to the permanent
coal tax trust fund made in fiscal year 1983.

MEH _SECTION. Section 24. Severability. If 2 part of
this act Is inQalid. all valid parts that are severable from
the iwvalid part remain Iin effecte If a part of this act is
invalid in one or more of its applicationsy the part remains
in effect in all valid applications that are sevarable from
the invalid applications. ‘

SEM_SECIIONs Section 25. Effective date. This act is
effective on passage and approvale

—-Eng-

-18- HB 100



March 23, 1983

SENATE STANDING COMMITTEE REPORT
- (Business and Industry)

That House Bill 100 be amended as follows:

1. Page 2, line 1ll.

Following: "is" - ‘
Strike: remainder of line 11 through "as" on line 12.
Insert: "at" '

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

3. Page 2, line 18.

_ Following: "union," o _
Strike: remainder of line 18 in its entirety.
Insert: "or"

4. Page 2, line 19,

Following: "development" _
Strike: remainder of line 19 through "banking company" .
Insert: "corporation created pursuant to Title 32, Chapter 4

e o T e

5. Page 4, line 10.

Following: "made"

Insert: "when sufficient funds are not available to fund all
possible investments™

Strike: "shall"

o Insert: "may" .

s ,"‘-A‘:g-_c..ﬁ‘_';‘:.-. - SRR e e e Rl DR

6. Page 4, line 19,
Following: "environment" _
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: subseguent sections '

Following: "aecceunkabiiieyl

Strike: remainder of line 14 through "PUBLIC" on line 1lé.

Insert: "be broadly representative of the state, seeking to
balance professional expertise and public interest and
accountability"



March 26, 1983 March 26, 1983

SENATE COMMITTEE OF THE WHOLE AMENDMENT
SENATE COMMITTEE OF THE WHOLE AMENDMENT

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

Business § Industr
be amended as follows: ¥r

1. Following: "2."

Insert: "In deciding which of several investments of egual or 1. Strike: . Amendments 1 and 2
comparable security and return are to be made”

Strike: "The"

Insert: “the"

March 26, 1983

. March 26, 1983
SENATE COMMITTEE OF THE WHOLE AMENDMENT

SENATE COMMITTEE OF THE WHOLE AMENDMENT
That House Bill No. 100, Committee of the Whole Amendment of Senator

Elliott, be amended as follows:
‘ iott, n . That House Bill No. 100 be amended as follows:

1, Following:. subsection 3. .
Insert: "4. The board shall give preference to the business 1. Page 8, line 15.

: : a : ) Strike: Sections 17 and 18 in thei i
mprove a clean and healthful elr entirety
;23§§§me:;i.shat maintain and improve Renumber: subseguent sections



March 26, 1983
SENATE COMMITTEE OF THE WHOLE AMENDMENT

That RHouse 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 previsions 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 existing operations or establishing new operations;

and
{b) provide jobs that will be substantially fiiled by

current Montana residents.

3. Preference shall be given to small and medium-sized
businessea are defined in rules adopted by the board."
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STATEMENT OF INTENT
HOUSE 8ILklL 100

House Economic Development Lommittcee

{1} A statement of intent is required for this biEl}
because it grants rulemaking authority to the Montana
econonic development board in section 16. These rules will
include aefinitions of small- and mecdium-sized businessesy a
method of commitment of funds to financial institutionsy
setting service fees for loansy defining types of
permissible investmentss and procedura) rules to govern the
board®s preceedingse

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

(a) the definitions of small- and medium-sized
businass bpe based on sither the number of employees of the
businessy the level of capitalization of the businessy or a
combination of these factors;

{b) the method of committing funds to financial
institutions he similar to the method utitized by the board
of housing for committing funds for housing developments to
financial institutions;

{c) the level of service fees be set to cowver the
costs associated with processing the Investment and be
similar to those charged by financial institutions;

{d} the permissible investments adopted by rules be

HB r00

basead an the long-term beneflt to the Montana economy and
adher2 to the prudent-man rules The investments should be
aimed at diversifyings strengthenings a2nd stabilizing the
Montana economy and increasing employment opportunities
while maintaining and improving a clean and healthful
enviraament; and

{2} the procedural rules be based on the attorney

Gena2ral®s model rutesa

-~ REFERERNCE BlLL
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HOUSE BILL NOe 100
INTRCOUCED BY KEMMISs TOMEs VINCENTe HARRINGTCN+
METCALFy HARPERy STHYEy DARKOy HANSENy Ja HAMMOND
KADASy VELEBERs WALDRONs MENAHANy Je JENSENs
SAUNDERSs MCBRIDEs NISBETe Ds BROWNy SCHULTZ,
REAMy BACHINIy PECKs FARRISy» O'CONNELLs NILSON,
Je BROWNs COUNNELLYs LYBECKy KEEMANs ZABROCKI+
MCCORMICKy HOWEy ORISCOLLe DAILYs PAVLOVICH»
HOLLTDAY, BENGTSONy KENNERLYy SHONTZs YARDLEY,
SPAETHy WILLIAMSy ADDYs NEUMANs BARDANOUVE,
ROUSH, KOEHNKEs FABREGAs BERTELSENe FAGGy
SERGENEy MILLERs HEMSTADs STIMATZe» HARP» HALLIGANSs
ERNSTs CRIPPENs VAN VALKENBURGy ECKy
JACOBSONy CONCVERe RERGy MOMARy HAZUREK,s
HAFFEYy CHRISTIAENSy LANEy DANIELS,
THOMASs Re. MANNINGy HAGER

BY REQUEST DF THE GOVERNOR

A BILL FOR AN ACT ENTITLED: ™aAN ACT TO IMPLEMENT SECTION 3
OF TNITIATIVE 95; CREATING AN IN-STATE INVESTMENT FUND TO BE
ADMINISTERED BY THE MONTANA ECONOMIC OEVELOPMENT BDARD;
PROVIDING FOR TYPES OF INVESTMENTS TO BE MADE; AMENDING
SECTIONS 17-6-201 AND 17-6-21l¢ MCA; AND PROVIDING AN

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

MEW_SECTIONa Sectlon 1a Short title. This act may be
cited 3s the "Montana In-State Investment Act of 19837,

NEH_SELTION. Section 2. Definitionses As used in
[sections 1 through 16 and Initiative 95 approved by the
people at the election on November 2, 1982]y unless the
context requires otherwise, the following definitions apply:

(1) *®Board™ means the Mantana economitc dJdevelopment
board established in [section 19].

{2) "Clean and healthful environment® means an
environment that is relstively--free—Fram—potiutian——which
threatens—-homan—heoatthy--ineivding-—asx-AT RELATIYELY EREE
EBOM_BOLLUIION WHILH THREATENS HUMAN HEALTH. INCLUDING AS a
minimime EN compliance with federal! and state environmental
and health standards.

{3) “Committee® means the economic development
oversight committee created by {section 17].

(%) ™=Financial institution® includes out is not
limitad to a state- or federally chartered bank or 2 savings
and 1pan associatiocns credit unions +nsurance--companyy LR
development coOMpanyy-———8f~-——tavestment-——banking-—-campany
LCRPORATION CREATED PURSUANT YO _IITLE 232 CHAPIER 4.

{5) %¥Loan participation®™ means laoans or portions
thereof bought from a financial institutions

{6} "Locally owned enterprise™ means any enterprise

-2~ B 100
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51% of whose stocks partnership Interests, ar other
ownership interests are owned and controlled by residents of
Montanze

(T) PMLong~term benefit to the Montana economy® means
an activity thot diversifies-and-stabidlizes STRENGIHENS the
Montana economy and that has the potential to maintain and
create jobss increase per capita incomes or Increase Montana
tax revenues in the future to the people of Montana, either
directly or indirectly.

{B) “Montana economy®™ means any business activity in
the state of Montana, including those which continue
existing jobs ar create new jobs in Montana.

{?) “Montana in-state investment fund® means the fund
established by [section 3 of Initiative 395},

[(10) "Service fees™ means the fees norwmally charged by
a financial institutlon for servicing a loans including
amounts charged for collecting payments and remitting
amounts to the fund.

NZW_SECTI(ONs Section 3. Montana in-state investment
funde The Montana in-state investment fund consists of 252
of the revenue deposited after June 30, 1983y into the
permanent coal tax trust fund established in 17-6-203(5) and
the principal amd—+nmtereat payments on all investments made
from the Montana in-state investment fund.

NEM_SECTION. Section 4« Unified investment programe

~3- H3 300
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The Mantana economic development bSoard and the board of
investuents shall hold joint meztings at least twice a year
as a unified investment board for purpeses of coordinating
investuent strategiese policiess and programs 3s required by
Article VYIIIy section 13y of the Montana constitutione
NEW_SELYIONe Section 5S¢ Authorized investmentss. The
Montana in-state investment fund must be dnvested in the
securities authorized as permissible investments under
17=6-211 and in any other +type of in-state Invesztment
authorized by rules adopted by the board.
NEW-SEEFTENR--Seetion-bv——InvestRent——-preferencess-~—1n
deciding-which-of-severeal-investments~of-equat-or-comparsbte
securtty-ANA-REFHRN~are—to-be-mode-WHEN-SHEEEETENE-FHNRS-ARE
HOF-AVATEAREE-FA-FUNG-AEE-POSSEOLE-—FNYESTMENTS v~ the--board
shall HA¥-give-preference-to-—the-business—investmenes-thote
tty-—are~far-tocntiy-owned-enterprises-thor-are-—etther
expanding-or—estabbishing-new-operationst
t24--provide-—jobs-thot-writ-be-subastentinity-Ffitied-by
carrent-Montana-resrdents-as-opposed-to-providing-jobe-—thet
vitt-hea-fitted-by-nonrestdents-coming-into-tne-stoee-~to-ftt+t
spet—~Jobst
{3=--meintain---and---improva--s--clean--and--heatthfut
environmenty-~with-~empheasis-~on-~-conservotiony---renennble

resourcesy-and-atternative-energy-productiony-and

£ CENCAURASE - BR - - RENEF R X CIHE-PROCESSENGe_REEININGY

~b=- HA 100
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BARMEFINGx - AND—EMNNONAT IV E-SE-—AND-—PRANBTIAN-—AF-~HONTANALS
ASRICHETURAE—PRODBUYETSE
tEr-oPAY-—FHE--PREVAICING - HAGE-FOR-FHAF-OEEURATEEN.-08
HERE L E—CONFRAETORS-NNO-PAY=FHE—~ PREVRIEING-CHASEv- —EORTTANY
CONSIRHETFON-MADE-EBSSIBLE-BY-SFATE-SNYESTHENTL

10345y ~HANE -~ BEMONSERAREE-AEFIRBATINE-ACTEON-BEANS-FBR
EMPEAYENG-YEFFRANSy—WONE My ~BINGRITIFS s ANG-FHE~-HANBICAPPERT
a8

41132 L6r~~benefie——anatt-—and-nadivm~s ived-businesses
as—defrhed-in-roles-adopted-by-the—boards

IHERE_1S A NEW_MCA SECTION THAT QEADSZ

Section 6. Investment preferences. (1) The provisions
of Article II, section %s¢ of the Montana constitution
prohibiting discrimination shall be strictly applied with
relation to any investment made under [this act].

(2} Fhe IN_ _DECIDING HWHICH OF SEVERAL_INYESTMENTS OF
EQUAL_OR_COMPARABLE SECURITY AND RETURN ARE YO AE MADEs _IHE
board shall give preference to the business Investments
that:

{a)} are for locally owned enterprises that are either
expanding existing operations aor establishing new
operations; and

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

(3) Preference shall be given to small and
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mediun-sized businesses as defined in rules adopted by the
boards

143 THE__BOABD _SHALL _GIYE PBEEERENCE T0.JHE RUSINESS
INYESTMENTS THAT MAINIAIN ANO IMPRONE A CLEAN _AND _HEALTHFUL

ENVIRONMENT
NEW_SECIIDN. - Section Ta No direct 1loanse No money

from the Montana in—-state invesStment fund may be used to
make direct 1oans to individual borrowers. Loans or portions
thereaf originated by a financial institution that are sold
to the trust are not direct loanses

NEM _SECIIUN. Section &. Limitation on size of
investaentse. No investwent may be made 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 amount of which exceeds
10x of the prior fiscal year's coal saeverance tax revenue
deposited in the Montana in-state investment funde

NEW_ SECIIONs Section 9, State participation in loans.
State participation in any loan to a business enterprisey
except for a loan quaranteed by & federal agencys must be
liméited to 80% of the outstanding loane The state shalil
participate in cthe security for a loan in the same
proportion as the loan participation amount.

NEW_SECTIDNe Section 10e Prior commitment of fundse

The board may authurize the commitment of funds to financial

~6=- HE& 100
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institutions pursuvant to rules adopted by the boardy but the
determination as to credit with respect to individual
investments aust be made by the Ffinancial institution and
the boarde -

MEW_SECTION. Section 11. Rate of returne In
calculating the rate of return for any investment to be made
from the Montana in-state investment fundy the board shall
consider the long-term benefit to the Montana economys

NEM_SECTION. Section 12+ Service charges. The hoard
shal? by rule establish reasonable service fees that may be
chargad on loans made from the Montana in-state Investment
fund.

SEW_SECTION. Section 13« Audit and perforuance
evaluatione (1) The board shall contract for an annual
independent financial audit of the board and the HMontana
in-state investment fund.

(2) The board shall contract for biennial Independent
operational and performance evaluations of the board and the
Montana in-state ipvestment fund.

NYEW _SECTIONs Section 14. Reports and publicationse
{1} By September 30 of each years the board shall publish a
report for distribution to the governory the legislatures
and the publice The report must be written in easily
understandable language. The report must include:

{a) financial statements audited by independent

-T=- 48 100
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auditors;

{b) a statement of the amount of money received by the
Montana in—-state investment fund from each investment during
the period covered;

(c) a statement of investmants of the Montana in-state
investment funds including an appraisal at market value;

(dy a description of investment activity during the
period covered by the reports

(e) & comparison of the Montana in~state Jjnvestment
fund*s performance in relation to intended goals contained
in [section 1 of Initiative 95];

tf) an examination of the ilmpact of the investment
criteria of [sections 5 and &]3

(g) recommendations of any needed changes; and

{h) any other information the board believes would be
of interest to the governors the legislatures and the
publica

(2} The annual Income statement and balance sheet of
the Montana in-state investment fund must be published in at
least one newspaper in each judicial district of the state
by Gctober 30 of each yeare.

AER _SECIIONs Section 15« Report on potential uses of
coal tax trust funda The board shall prepare for each
reqular sesslon of the Jlegislature a report on potential

uses of thae ceoal tax trust fund to develop a stables stronge

8- HB 100
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and diversified Montana economy that meets the needs of
present and future generations of Montanans while
maiptaining and improving a clean and nealthful environsent
as required by Article IXy section 1y of the Montana
constitution.

NEN SELIION. Section Iés. Rulemaking authoritye. The
board may adopt rulas to implement the provisions of
{sections 1 through 16] and 17-6-211(5)« Rules adopted by
the board may include definltions of small- and medium-sized
businessesy a method of committing funds to financial
institutionse types of service fees, and types of
investments to be made. The board may also adopt procedural
rules to govern its proceedingss

YEN-SEEFIANR--Section-2Fv-—Econemie—~—wr———-development
oversight-~committees———{1}-Fhere—is-an~economic-development
oversight-committeer

{t23~-Fhe-connittee-consista-ofe

toy~-four-members-~of-—the-—senator-—appointed—-by-—the
connittee—on—connieteast-and

toy-—fFoor-—members-—of-~the-~honse-—ef~representativesy
appeinted-by—the—speaker-of-the-houses

$34-~No~more—than—two-menbers-~fromeach-house—may-be-of
the-sane-potitical-pareys

thy—-Nembers-of-the-conni ttee-ntse-he—appeinted-~before

the~304h-egistative-day-of-a-requtar-sessions

-9- HB 100
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t53--Appointments——to--the-committee-are—for-2-yearsv=a
member ~of ~the-cennittes~serves-untit-his-tern-of-office-a3-0
Fegistator—is-ended-or-his~saecessor—is—appointedr~whichever
occurs—Firsts
$6)--vecancias-nust-be-fil1ied—in-the--manner--spectfied
+n-~~5—18—10%—For-Fiiting-vacancies-on-the-revende—oversight
comamittees
tF§-~Fhe-committee-shalti-eteet-one-of-—its--panbers-—as
ehairnan—and-any-other-officers-it-considars—necessaryy
NEN-SEEIIGNy--Section-iBv——Powers——--and~---duties-——af
committeey~-~{i)-A}i-rufes-proposed-hy—the—Montana—-ceconomic
devetopment ——boardy—-created-in-facetion-19)y—ond—Filed-with
the-seeretary-af-state—nnst-be-reviowed-by-the-conmnittoey
t2¥=-~Fhe-conmittes-nays
taj-~prepare-nritten-or-oral-—-recommendations--for--the
adoptiony--amendaenty——or-rejection-of-a-vule-and-submit~the
reconmendations—to-the-boardy-whether-or--pot--a-~ratemaking
hearimg-fs-to-be-hetdy
toy--require--thet--a--raiemaking-—hearing--be-—hetd-in
aecordanee—with—the-provisions-of-2~4-302—throovgh-——-2-4~-365¢
fci~~recommend---to---the—-——3}eqgisistare---the-~-repeuaty
amendmenty-or-adoption-of-a-rute-through-tegistations
¢IF-~Fhe-comnittee-may-investigate~and-+3suve-reports-on
any-mestter-concerning-economic-devetopment-or-any-other-ares

of-th=-Montana-econemic-development-boardis-authoritys

~130~ HB 100
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NEM_ _SECYTIDNs Section 17. Montana economic development
hoard =~ allocation -- composition ~~ quasi-judicial
powers. (1) There is a Montana economic development boarda
Except as otherwise provided in this sectiony the board is
allocated to the department of commerce for administrative
purposes onfy as provided in 2-15-12}. The board bhas
authority over its own personnel as provided in [Section
203..

(2) The board is composed of seven membersy to be
appointed by the dJovernor as prescribed in 2-15-12%« The
board must be~breosdiy-repreazentative-of-the-~gstatey--seeking
to——briance--professionat~expertonce-and-public INFERESTF-AND
vccovhtabidiey INRLWRE-AT-LEAST -ONE-PEASON-REPRESENTIND-EAEN
SE=FHE-EHLEONEING -~ FUE-FINENE SAL—COMMUNIF Xy~ SHALE-CBUSINESSY
AGREEHLFHRLy -~ AREANERER-=EABOR y - - aNB-cFHE--GENESAE-PUBLEIE BE
BROADLY REPRESENTATIVE DE__THE _SYATEs SEFKING 1O _BALANCE
PRDEESSIONAL.  _ _EXPERIISE ___AND___ PUBLIC __ INTERESI . __AND
ACCOUNTABILITY.

(3) The board is designated as a quasi-judicial board
for the purposes of 2-15-124.

(4#4) The board wmey 3SHALL invest the Montana in-state
investment fund according to the provisions of [sections 1
through 3 of Initiative 95 and sections 1 through 16} and
17-6~201 and 17-6~211a

MEW_SECLTIONs Section 18« Personnel! of boards (1) The

-11- HA 160
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Montara economic development board msay employ an investsent
officery who will have general responsibility for the
selection and management of the board®s staff and direction
of investment activitye. 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 19. Section 17-6-201+ MCA, is amended to read:

"1 7-6-201- Unified investment program -- general
provisionse (1) The uniform investment program directed by
Article VITI. section 13y of the 1972 Montana constitution
to be provided for public funds shall be administered by the
board of investments and_tha _Montana..economic..dfyslopment
boarg in accordance with the rules provided in this chapter
and_[sections _i_throygh l&] and with that degree of judgment
and cares under circumstances from time to time prevailings
which mem PEQPLE of prudencey discretions and intelligence
exercise In the management of thelr own affairses not for
speculation but for investmenty considering the probable
safety of their capital as well as the probable income to be
deriveds and oreservation of purchasing power of capital
during periods of sustained high monetary inflatione
loyestwenti-by.tbhe Mentana econemic . development.. board..are
limited__to_ _those made from the Moniana . in-state investment
fund _23nd_for the purposes_set forth in [sections 1. _through

~12= HB 100
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16]a

(2) A11 state funds shall be ¥invested and reinvested
in securities enumerated in 17-6~211 to the wmaximum extent
consistent with this policy and with the need and timing of
cash expenditures for particular purposes.

{3) The board of investments has the sole auwthority to
invest state funds pothér_ _thap __the _Montana __ip-staie
iovestaeot__funde No other agency wmay invest juch state
funds. Yhe 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 wmade under
its general supervision.

(4) The board of ipyesteents shall:

{a} assist agencies with public money to determine ify
whens 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 Iinvestments may:

{2) execute deeds of conveyance transferring all real
property obtained through foreclosure of any ipvestments
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

-13- HB 100
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for the state treasurer pursuant to 17-6-101 and 1T7-6-1053

(€3] direct the sale of any securities in the prograa
at tnelr full and true value when found necessary to raise
money for payments 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 investment fund and of all the investments
belonging to such fund and of the participation of each
treasury fund account therein and shall make from time to
time such reports with reference therete as may be directed
by the board of investments.

(?)‘ The cost of administering and accounting for each
investpent fund shall be deducted from the income therefrom,
except that such costs of the trust and legacy fund shall be
paid From income otherwise receivable from the pooled
investment fundy and the amounts required for this purpose
shall be appropriated by the legislature from the respective
investment fundsa™

Section 20. Section 17-6-211ly MCA,» is amended to reads

®)7=6~21le Permissibie investments. (1) The following
securities are permissible investments for all investment
funds referred to in 17T-6-203y except as indicated:

ta} any securities authorized to be pledged to secure
deposits of public funds under 17-6-103;

(b) bondss notes, debenturess egquipment obligationss

-14~- HB 100
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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 Canadasy if the obligations purchased are payable in
United States dollarss or of any corporation in which the
United States goverament is a voting shareholder by act of
conqgr2ss; provided that al} investments under this
subsection (b} w®must be rated by one nationally recognized
rating agency amang ‘the top third of their quality
categoriess not applicable to defaulted bonds;

(c) commarcial paper of primse qualitys as defined by
one nationally recognized rating agencys issued by any
corporation organized and operating in any state of the
United Statess prowvided that:

(i) such securities mature in 270 days or less;

{ii) the issuing corporatiun or the parent coapany of a
finance subsidiary issuing commercial papers at the time of
tha 1last financial reporting periods had a ratio of current
assets to current Tiabilitiess including among current
Yiasbilities 1long~term debt maturing w~ithin 1 yeary of at
léast 1 172 to 1 and had recelived net income averaging §1
mitlion or more annually for the preceding 5 yearsi and

(ili) no investment may be made at any time under this
subsectijon [c) which would cause the book value of such
investments in any investment fund to exceed 10X of the book

valve of such fund or would cause +he commercial paper of

~-15- HB 100
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any o712 corporation to exceed 2% of the book value of such
fund;

(d) bankers®' acceptances guaranteed by any bank having
its orincipal office in any state of the United States and
having deposits in excess of $500 million;

(e[ interest—-bearing deposits In banksy bullding and
loan associationsy and savings and loan associations located
in Movtanay providedy howevers that the board of investments
shall require pledged securities as specified in 17-6-102
{interest on said deposits shall not be lass than the
prevailing rate of interest being paid on deposits of
p%lvate funds);

(f) wunencugbered real propertys first wmortgagess and
participations in first mortgages on unencumbered real
propertys provided that:

{i) no such mortgage or mortqgage participation may be
purchased unless?

({A) the principal amount of the Yoan secured by the
mortgage or mortgage participation is 80X or less of the
apprai sed value of the nroperty;

(6) the principal amount of the 1oan secured by the
mortgage or mortgage oparticipation exceeds 80X of the
appraised wvalue of the property but the amcunt of the loan
in excess of 80X, determined at the time the loan was madey

is guaranteed or insured by a mortgage insurance company

~b6= H8 140
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which the board of Iinvestments has determined ta be a
qualified private Insurers;

(C)} 25% or more of the loan or participation therein
secured Is guaranteed or iasured in the event of default by
the United States of America or an agency thereof; or

{2} the mortgagor has leased the mortgaged property to
a persons firmy or corporation whose rental payments under
the lease are guaranteed for the full term of the 1lcan or
participation therein by an agency of the United Statesi and

{ii) no investment shall be made at any time under
subsection (1){f) which would cause the book value of such
Enves;uents in any investment fund to exceed 50X of the book
value of such funde.

(2) Investments from the pooled Investwment fund shalil
be restricted to fixed {Income securities described in
sun!e:tlon§ {1)(a) to (1}ie) aﬁove.

{3} Retirement funds and the fund provided for in
17-6-233, subsection {4#) may be invested in preferred ana
common stocks of any corporation organized and operating in
any state of the United States provided that:

(a) the corporation has assets of a value not less
than $10 wmillion;

(b) if the investment is preferred stocks the
corporation®s aggregate earnings available for payment of

interest and preferred dividendse for a perlod of 5
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consecutive years immediately before the date of investmenty
have been at least 1L 1/2 times the aggregate of interest and
preferred dividends required to be pald during this - periodi

(c} no investment wmay be made at any time under
subsection {3) which would cause the book value. of such
investments in any retirement fund to exceed 50% of the book
value of such fund or would cause the stock of one
corporatlon to exceed 2% of the book wvalue of such
retirement fund;

(d) subsection (c) does not apply to funds provided
for in 1T-6-203(4%).

(4) The board of investments shall endeavor to direct
its__portiop. of the state®s investment buSiness to those
investment firms and/or banks which maintain offices in the
state and thereby make contributions to the state economy.
Furth2rs due consideration shall be given to investments
which will benefit the smaller communities in the state. The
state’s Iinvestment business wil)l be directed to out-of-state
firms only when there is a distinct economic advantage to
the state of Montana.

{2)__The.Moutana.economic development board created..in
{sectian_ 12) pay_invest the Mopntana in-state investment fund
io__any__ln=state _jovestment.  authorized by _its _rules in
addition.te_those iovestments authorized by this scctiona”

NEW_SECIION, Sectlon 2i. Temporary investment limite

~-18- HE 100
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Notwithstanding the percentage fiqure in  {section 8]y the
investment limit for fiscal year L9884 must be calculated
based on 25% of the total coal tax deposits te the permanent
coal tax trust funa made In fFiscal year 1983,

NEM_SECIIONs Section 22« Severabilitye If a part of
this act is invalide all valid parts that are severable from
the invalid part remain in effects If a part of this act is
invalid in one or more of jits applicationse the part remains
In effect in all valld applications that are severable from
the invalid applications.

NEM _SELTIONs Section 23« Effective dates This act is
effective on passage and approvala

~End-

-19~ HR 100



April 20, 1983

FREE CONFERENCE COMMITTLE
HOUSE BILL 100
(Report No, 2)

Mr. Speaker-

We, your Free Conference Committee on House Blll 100, met
and considered:

House Bill 100, third reading copy {Blue);
Senate Standing Committee amendments of March 23, 1983; and
Senate Committee of the Wheole amendments of March 26, 1983.

We respectfully recommend as follows:

That the House accede to Senate Standlng 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 March 26, 1983;

That House -Bill 100 be further amended as spec1f1ed in
Clerical Instructions 1 through 5; and

That this Free Conference Committee report be adopted

CLERICAL INSTRUCTIONS FOR REFERENCE COPY'(SALMDN)

1. Page 4, line 15.
Following: "shaii"
Strike: "MA%"
Insert: "shall"

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 5, line 6.
Following: "HA¥E"
Strike: "BEMENGFRABLE"

C{(/ : | | | ‘ . e y ............. R G

STATE PUB. CO.
Helena, Mont,



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 community;
(b) small business
(c} agriculture: and
(d) labor."

FOR_THE HOUSE FOR THE SENATE

ELLIOTT, CEAIR

ot B

YT L s
FABBEGA | 6;7( VAN VALKENBURG

o/l | | R ................. e

STATE PUB. CO. Chairman.
Helena, Mont.
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Aprii 21, 1983

Wes) FREE CONFERENCE COMMITTEE
HOUSE BILL 100
{Report No. 3)

Mr. SPeakerz

We, your Free Conference Committee On House Bill 100, met
and ccns;dered-

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, 1983,

We respectfully recommend as 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;

_Fhat tha House accede to Senate Committee of the whole
amendments . amending the Senate Standing Committee Report and
striking. sections 17 and 18;

' Phat- the Senate recede from the remainder of the Senate

: Committee of the Whole amendments dated March 26, 1983;

~That Howse Bill 100 be further amended as spECLfled in

.Clerical Instructions 1 through 4; and.

That this- Freﬁ Conference Commlttee repozt be adopted.

CLERICAL INSTRUCTIONS FOR REFERENCE COPY (sALuON)

~Following:

1. Page 4, line 15.
FollgWing: *shaii”
Strike: "MA¥"
Insert: “shall”

2. Page 4, line 213,

"epphasis on"

Strike: the remainder of line 23 through llna 24 in its entirety
Insert: "energy efficiency:”®

3. Page 5, line 6,
Strike: . subsection S

Rerumber: subsequent subsection

AN

STATE FURLISHING £0 mELEwA mowfams

18

©

4. Page 11, line 13,
;0110Wing' “ACCOUNTABILITY"
nsert: "and al nc
Df(t?e :01louing- bde at least one person representing sach
) the financial communit
(b) small business 1y

{c) agriculs
@ - 9 cul ure; and

FOR THE HOUSE

M

Chairman
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STATEMENT OF INTENT
HOUSE BILL 100

House Economic Development Committea

fl} A statement of intent is required for this ﬁi]l
because it granpts: rulesmaking authority to the Montana
econuaic development board In section lbe These rules will
inClude deflnitions of small- and medium-sized businessesy a
method of commitment of funds to fFinanclal Institutions,
settiag service fees for loansy defining types of
permissible iavestments, and procedural rules to govern the
board's proceedingse.

[2y It is the intent of the legislature that:

(a) the definitions of smal = and medium-sized
pwsiness be based on either the number of employees of the
pusinassy the l2vel of capltatization of the businessy or a
combination of these factors;

(o) the method of committing funds to fipancial
institutions be similar to the method utilized by the board
of housing for committing funds for housing developments to
financial institutions;

{c} tha level of sarvice fees be set to cover the
costs asscciated with processing the investment and be
similay to those charged by financial institutions;

{d} the permissible investments adopted by rules be

w N

(S I ]

~

o

HB 100

based on the long~term benefit to the Montana econowy and
adherz to the prudent~man rule. The investments should be
aimed at diversifyings strengtheningy and stabilizing the
Montana economy and Increasing employmeat opportunities
while ma¥ntaining and improving a clean and healthful
envirsnment; and

fe) - the procedural rules be based on the attorney

Genaral*s modet rulas.

REFERENCE BILL: Includes Free Joint
Conference Committee Report

pated ¥=-2/-83

-2~
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HOUSE BILL ND. 100
INTRODUCED BY KEMMIS, TOWE, VINCENTy HARRINGTONe
METCALFy HARPERs SCHYEs naﬁxu. HANSENy Jo HAMMONDs
KADASy VELEBERy WALDKONy MENAHAN, Jo JENSENs
SAUNDERSy MCBRIDEy NISBETs D. BROWNs SCHULTZ,
REAM: BACHINI+ PECKs FARRIS, n'cuNNELL, NILSONe
Jo BROWNy CONNELLYsy LYBECKs KEENANy ZABROCKI»
MCCORMICKy HOWEy DRISCOLLy CAILYSs PAVLDVICHv
HOLE YDAYy BENGTSONy KENNERLYs SHONTZs YARDLEYs
SPAETQ. WILLTAMSy ADDYy NEUMANy BARDANOUVE,
ROUSHy KOEHNKEs FABREGA+ BERTELSEN, FAGGe
BERGENEe MILLERs HEMSTADs STIMATZy HARPy HALLIGANe
ERNSTe CRIPPENy VAN VALKENBUAGs ECKs
JACOBSONy CONDVERs BERGs MOHARs MAZUREKs
HAFFEYy CHRISTIAENSy LANE» DANIELSse
THOMASs R. MANNINGs HAGER

8Y REQUEST OF THE GOVERNOR

A BILL FOR AN ACT ENTITLED: ™AN ACT TO IMPLEMENT SEcCTION 3
GF INITIATIVE 95; CREATING AN IN-STATE INVESTMENT FUND 7O BE
ADMINI3TERED 8Y THE MONTANA ECONOMIC DEVELOPMENT BOARD;
PROVIDING FOR TYPES OF INVESTMENTS TQ HE MADE; AMENDING
SELTIONS 1T-6~201 AND 17-6-211y MCA; AND PROVIDING AN

IMHEDIATE EFFECTIVE DATE."
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BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:

NEM_SECTIOM. Section l. Short title. This act may be
cited as the "Montana In-State Iavestmant Act of 1983w,

NEMW_SELTIQONe Section 2. Definitionse. AS used in
[sections 1 through 16 and Initiative 95 approved by the
people at the election on November Zy 1982])+ unless the
context requires otherwises the following definitions applys

{1} ™Board"™ means the Montana economic development
board established in [section 19].

{Z) ™Clean and healthful environment®™ weans an
environment that is eeleativedly-—free-——from--potiution—uhich
threatens——hunen—healtthy-—inetuding——asy—AF RELATIVELY FREE
EROM_POLLUTION WHICH THREATENS HUMAN HEALTHe INCLUQING AS a
mininun, N compliance with federal and state environmental
and health standardse

{3) ™Committee™ means the economic devalopment
over sight committee created by [section 17je.

{4) ™Financial institution® includes but is not
iimited to a state- or federally chartered bank or a savings
and loan associations credit unions +neurance--cempanyy (R
development eenpaﬂyv---of--—iaveatmeﬁt-—-bankiﬂg—--conpany
CORPORATION CREAFED PURSUANT T0O TITLC 322 CHAPTER 4.

(5} "“toan participation™ means loans or portions
thereof pought from a financial institutions

{&) ™Locally owned enterprise®™ means any enterprise

-2 HB 100
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51X of whose stocks partnership interestss or other
ownership interests are owned and controlled by residents of
Montanas

(1) “Long-term benefit to the Montana econbmy™ means
an activity that diversifies—end-seapitires JTIRENGTIHENG the
Montana  economy and that has the potential to maintain and
create jobss increasé per capita incomes or increase Montana
tax ravenues in the 'future to the people of Montanas either
direct}y or indirectlys

(8y ™“Hontana economy™ means any business activity in
the state of Monfanas including those which continue
existing jobs of create new jobs in Montana.

(9} “Montana in-state investment fundm means the fund
estabtished by.[ section 3 of Initiative 99).

(10) ®Service faes™ means the fees normally charged by
a’ financlial’' institution for sefvicing a loany including
amourts  charged for collecting payments and remitting

amounts- to the: fonda

ME¥: SELXI0Na Section 3. Montana in-state investment

fundi The Montana in-State investment fund cansists of 25%
of the revenue depositad aftes June 303 1983y into the

permament coal tax trust fund established in 17T-6-203(%) and

i tha-principal amd-#ntsrest payments on all investments made

from the Montana in-state investaent funde

MEM_SECIIfiN. Section 4. Uniffed investment programs

-3 HB 100
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The Montana economic development board and the board of
investments shall hold joint meetings at Jeast twice a year
as a unified investment board for purposes of coordinating.
investment strategiesy policiess and programs as required by
Article VIIIy section 13y of the Montana constitution.

NEW SECTIONe Section 3., Auvthorized investmemtss The
Montana in-state investment Fund must be invested in the
securities authorized as permissible. investments under
17-6~211 and in any other type of in-state investment
authorized by rules adopted by the boards

NEW-SEEFERNY-Seetion-bv——Einvestment--preferencasry———Fn
dees ding-which-of-saverel-investmenti-of-equal~or-comparabie
security-AND-RETHURN~are—te-be-made-dHEN-SUFEEET ENT -FONDS—ARE
!Bi:l!iittﬂtﬁ:i!:ﬁﬂ!ﬁ:ttt:ﬂﬂﬁiiﬂtE::iﬂ!ﬁiiﬂﬁﬂ!ir*—thq—-beef?
ahall  ma¥-give~preferentesto-the-businesa-invesements—that s

i j-—ave-far-iecaiiy-ouned—enterprises-thot-are~—either
expanting—-or-aatabiishing-newoperationst

12 )-—provide—Jobs—that-wiii-be-substantinity—fithed-ty
LUFTant—Rontant-rett dents-as—oppoased-to~providingrjeba-—that
widd~be-fidbed-by-nonresidents-coning-into-the-stoterto-Ffitd
sueh-jobsy

£3)-—asintain———end—-impreve—-a~-cleon—and-—heaithful
environtenty—-with~—enphesis-—on--~conservetrony-——-raneseble
reseureesr—and-—alternotiveonirgy-produetiony-and

—4—- HB 100
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t411E3L62 ~-benefit——enall---and-medium-sized-pusinesses

as-defined-in-rules-adepted—by-the-hoards
FHERE-F5-A-NEW-HEA-SEETION-FTHAT-READGS
Seetion—bv——Favesenent-preferancese—-{i)y-Fhe-provisions
ei—;rtie}e—-i*v—-ﬁeﬂt+en——ﬁv——ei--the-—ﬂoneana——eonstitut&en
prohibiting—diserimination--sheli-—be-strictiy-eppiied-with
relation~bto-any-investaent-nade-under—fFehis-actds
29--Fhe IN-BEEIRING-HHIEH-BF--SEYERAL—-INYCOTMENTS——OF
ESUAE—OR-—CONPARABLE_SECURETY-AND-BEFURN-ARE-FO-BE-HABES—FHE
board-shott-give--prefearence-~to--the—-pusineas—--investments
thats
toy——are-—for-toratiy-owned-enterprises-that-are-etther
expanding--—existrng-—-—operationi———or---eatabtishing----new
eperationsy-and
toy-—provide——jobs-that-witi-be—substanciatty—Fitred-by
eurrent ~-Hontana-restdentsr

33-—Preferance——-shali-——bhe---given——to-——anati-——and

-5 HB 100
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medium-sized-—businesses——as—defined—in-ruies-adopted-ny-—the

boards

t43-—FHE-RRARR-SHALL-GIVE-PREFERENEE--FO--THE-—BUSINESS

ENYESTHENTS-~FHAT-HATNFATN-AND-FUCABVE-A—CEEAN-ANR-HEACFHFUL
ENYIRONMENTY

NEM_SECTIANa Section 6. Investment preferences. in
deciding which of several invéstnents of equal or comparable
security AND HRETURN are to be wmade WHEN SUFEICIENT FUNOS ARE
NOT _AVAILABLE _TO _FUND ALL POSSIBLE INVESTMENISe the board
ahatd MA¥ SHALL give preference to the business investments
that:

{1) are for locally owned entarprises that are either
expanding or establishing new operations;

(2) provide jobs that will be substantially filled by

current Montana residents as opposed to providing jobs that

will be filled by nonresidents coming into the state to Fil}
such jobs;

{3) maintain and improve a clean and healthful
environments with emphasis on conservationy—-renewable
resourcesy——and--—alrternative—-energy——pradaction ENERGY
EEEFICIEHLY; and

L4) _ENCQURAGE DR RENEFIT. THE . PROCESSINGs REFINING,
MARKETINGs AND_INNOVATIVE USE AND_ _PROMOTION Of MONJTANA®S
AGRICIN TURAL PRODUCTS:

153——PAY - -FHE--PREVAFEING - ~WAGE- FOR-FTHAT-O€EUPATIONS-0OR

- HB 100
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1634 853=—HAYE BENONSTRARLE APEIRUATINC-ACTRON-BLANS_FOR
EMPEEY ING-SETERANS y ~HOME Ny~ NINOREIFFE G- ANR-FHE-~HANDICAPPERS
QB .

£4¥¢FX4LY(G) benefit small- and medium~sized
businesses as defined In rules adopted by the boards

NEM_SECIIQNe Section 7 No direct loanse No money
from the Montana in-state jipvestment fund may be used to
make direct loans to individual borrowerse Loans or portions
thereof originated by a financial institution that are sold
to the trust are not direct Tcanse ’

MEM _SECTIONa Section 8. Limitation on size of

investments. No investment may be wmade 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 amount of which exceeds
10% of fhe prior fiscal year®s coal severance tax revenue
deposited in the Montana in-state investment funds
NEM_SECTIONa  Section 9. State participation in loanse
State participation in any loan to a business enterprises
except for a loan guaranteed by a federal agencyes must be
limited to 80X of the outstanding loan. The state shall
participate in the security for a loan in the same

proportion as the loan participation amounte

=T~ HB lao
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MEW SECTIONe Section 10. Prior commitwment of fundsa
The board may authorize the commitment of funds to financial
institutions pursuant to rules adopted by -the boards but the
determination as to credit with respect to individual
investments must be wade by the financial institution and
the board.

NEH_SECTIONe Section ll. Rate of return. In
calculating the rate of return for any investment to be made
from the Montana in-state investsent funds the board shall
consider the lTung-term bhenefit to the Montana economys

NEW JECTIONs Section 12. Service chargess The board
shall by rule establish reasonable service fees that may be
charged on loans made from the Montana in—state investment
funde.

NEW _SECLTION, Section 13. Audit and parformance
evaluation. (1) The board shall contract Ffor an annual
independent financial audit of the board and the Montana
in-state investment fund.

{2) The board shall contract for biennial independent
operational and performance evaluations of the board and the
Montana in-state Investment fund.

NEM_SECTION. Section 14, Reporfs and publicationsa
{1) By September 30 of each years the board shall publish a
report for distrioution to the governors the legislaturer

and the publice The report wmust be written in eaéily

~8— H8 kOO
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understandable language. The report must includes

{a) financial statements audited by independent
auditors; ‘

{b) a statement of the amount of monay received by the
Montana in-state investmant fund from each investment duaring
the period covered;

(c) a statement of investments of the Montana in-state
investment fundy 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-s;ate investment
fund*s performance in relation to intended goals contained
in {section 1 of Initiative 9513

(f} an examination of the impact of the Investment
criteria of [sections 5 and 6};

(g) recommendations of any needed changes; and

{h} any other inforwation the board beiieves would be
of interest to the govérnor' the VYegislaturey and the
public-

{2) The annual income statement and balance sheet of
tha Montana in-state investment fund must be published in at
least one newspaper in each judicial district of the state
by dctober 3u of each year.

NEW SECIIONe Section 15. Report on potential uses of

coal tax +trust fund. The board shall prepare for sach

~9- HB 100G

ELT I U]

.m -

[- 3

10
11

12

13

14
15
16
17
18

19
20
21
22
23
24

25

HB 0100/05

regalar session of the legislature a report on potential
usas of the coal tax trust fund to develop a stables strongs
and diversified Montana economy that meets the needs of
present and future generations of  Montanans while
maintaining and improving a cliean and healthful environment
as required by Artiéle IXy section 1y of the Montana
constitution.

MEN SECTIOH. Section 16. Rulemaking authoritys The
board may adopt rules to implement the proevisions of
[sections 1 through 16} and 1T-6-211(5)« Rules adopted by
the board may include definitions of small~ and medium-sized
businessesy a wmethod of committing funds to financial
institutionsy ‘ types of service feass and types of
investments to be made. The board may also adopt procedural
rules to govern its proceedingse

NEM-SEEFEON -—Section-1Fu--Economire————-—-—devetlopment
oversight—commitieee~-t3-Fhere-is—an--economic~—development
everstght-committeey

fé}—-;he-eonm+t€ee-eons%sta-oi&

ta}-—four--mepbers-~of——the—-senntey——appotnted—by-the
committee—on-commi-tteesi—ond

£h)-~four-members——of-——the-—hevae-—of ——representetivesy
appointed-py-the—apeaiker—of-ehe-houser

{3f——No—mofe—thaﬂ-two—ﬂembevs—#fom-each-house-may—be—of

the-sase—-potiticat-partyw

-10- HB 100
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t4 ¥~ ~Member s—of-the-committee~most-be-appninted-before
the—98th-4eg+s*at+ve—day—of—a-r?gu%ur-sess+ent

L5y——kppointments-to—the—committee-sre-for-d--yearsy—*i
member—of—the-committee-serves-untti-his~termof-offirece-os-n
}egratator—is—ended—or-hia-stiecessor-Fa-appointedy-whichever
occuars-firsts

163~ -Vaeane ies-—must-—be—fiited-in-the-monner-spec+fied
+A-5-18—184-for-fitting-vacaneies—on~the-—revenve-—overdight
commrteear

+#3——Fhe-—conmittee—~shatt ——etect-one-of—its—members-as
ehairmuﬂ-aﬂﬂ—unr—other-affieers-it—eens+defs-neeesaary:

NEH-SFEFIONE——Seetion-18r-—Povers-~—and-————dittics——-of
esmmtieey-~—tip—ati-rules—proposed-by—the—Hontana-—ecconomic
develepment -beardv—ereated-in-fasetion—1i93y—ond-~fitad-—with
the- secretarty—of —state-must-be-reviewed-by-the—connittees

t2§--The-conmi-ttee—mays

ta}--prepare-—weitten—eor--eral-recommendations—for—the
adeptiony-amendmenty-or-rejection-ef-a-rule-and--subnit-—the
reeolnendetions-—tp—-the——boevﬁv--hether~ef-not-e~ru¥enak+ng
hearing-is-to—be—heldy

tey-—require-that—a--rutemahing—-hearing-—be——hedd-—in
acesrdance——with——the-provisions—of-2-4-302-through-2~4-305+4

te}-~recommend ——to——the-——3}egistature———the——repeaty
ameﬂd-eﬂ&v-ef—eéepb4en-95-a—fu}e—through4fegiﬁla&fonr

fs}-—;he—eo-mittee—nay—inveﬁeigate-and—isgue-repofta—en

-11- HB 100
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any-matter-concerning-economic-developnent-or—sny-other-ares
of-the—Montana—eccononic-development-boardts-suthoritys

HEHW _SECEIQHs Section 17« Montana economic development
board - a!locati&n -- c¢composition -- quasi-judicial
powerse (1) There is a Montana economic development board.
Except as otherwise provided in this sections the board is
allocated to the department of commerce for administrative
purpeses only as provided in 2-15-121, The board has
authority over its own personnel as provided in [section
2073,

{2) The board is composed of seven memberss to be
appointed by the governor as prescribed ia 2-15-124. The
board mist be-broadiy-representative-af-the—stater—seakingy
ta—batance-professional-experience—ond-pubdic INFEREST-—-ARE
aceountobidiey ENELHRF-AF-EEALT-ONE-PERSAN-REPRESENTING-FACH
BE--FHE--FOLLOWINGe ~FHE-FINANCI AL ~COMMONTTYy - SMALL-BUSINESSY
A6RIEHe TURE»-OREANIIER-LAPORy -~ ANB-—FHE-—~GENERAEL--PUBLIE RE
GROADLY REPRESENYATIVE OF THE STATE. SEEXKING YO DSALANCE
PROEESSIONAL _ FXPERTISE _ AND . PUBLIC _ INTEREST. . __ AND
ACCOUNTABTIITY.  AND  SHALL INMCLUDE AT _LEAST _QNE PERSON
REPRESENTING EACH OF THE EOQLLOWINGS

LAy, THE EINANCIAL CONMUNIIYZ

1B) SMALL RUSINESSS

lﬁ;..&ﬁﬂ;&ﬂklﬂkﬁi_ﬂuﬁ

L0} _LABOR.

-12- HB 100
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(3} The board is designated as a quasi-judicial board
for the purposes of 2-15-124+

{(#) The board way SHALL invest the #Montana in-state
investment fund according to the provisions of [sections 1
through 3 of Initiative 9% and sections 1 through 16] and
17-6~201 and 17-6-21l.

NEM SECTIIONs Section 18+ Personanel of boarde {1) The

Montana economic development board may employ an investment '

officers who will have general responsibility for the
selection and management of the beard®s staff and direction
of investment activitye. The investment officer serves at the
pleasure of the board.

{2} The board may prescribe the duties and annual
salary for professional staff positionss

Section 19+ Section 17-6-201y MCAs is amended to read:

"1 7-6-201. Unified Iinvestesent program -- general
provisionss (1) The uniform investment program directed by
Article ViIle section 13y of the 1372 Montana constitution
to be provided for public funds shall be administered by the
board of invastments god the _Moptapa _sescopnomic__development
hoard §n accordance with the rules provided in this chapter
and_[sections 1 fhrough 16] and with that degree of judgment
and cares underrcirCUmstances from time to time prevailings
which wen PEQPLE of prudences discretions and intelligence

exercise in the managesent of their own affairsy not for
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speculation but for investments considering the probable
safety of their capital as well as the probable income to be
derivedes and preservation of purchasing power of capital
during periods of sustained high wonetary inflation.

Iovestaents by the Montana sconomic  developeept .board are

‘limited to _those made from ihe Moptana ip-state invesimest

fund_and for the purposes set forth in [sections 1 through
16]a

{2) . All state funds shall be invested and reinvestad
in securities enumerated in 17T-6-211 to the wmaximum extent
consistent with this policy and with the need and timing of
cash expenditures for particular purposess

(3) The board of investments has the scle authority to
invest state funds gother than  fhe  Montopa  in-state
ipvestment fuade No othar agency may invest such 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 supervisions

{#) The board of_investmpents shall:

{a} assist agencies with public money to determine ify
when, and how much surplus cash is available for investment;

(b} determine tne amount of surplus treasury cash to
be invested;

(c) determine the type of investment to be made; and
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{d) prepare the claim to pay for the investment.

{5) The board of investmants may:

(a) execute deeds of conveyance transferring all real
property obtained through foreclosure of any investments
purzhased 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 17-6-131 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
monay for payments 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 investement fund and of all the Iavestments
belonging to such fund and of the participation of each
treasury fund account therein and shall make from time to
time such reports with reference thereto as may be directad
by the hoard of investmentse.

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

investaant funds.?
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Section 20« Section 17-6-Z11, MCA+ is amended to read:

»17-6-211. Permissible investments. (1)} The following
securities are permissible investments for all investment
funds referrad to in 17-6-203y except as indicated:

{a) any securities authorized to be pledges to secure
deposits of public funds under 17-6-103;

(b} bondss notess debentures, equipment obligations»
or any other kind of absolute obligation of any corporation
organized anda operating in any state of the United States or
in Canaday if the obligations purchased are payable in
United States dollarsy or of any corporation in which the
United States government is a voting shareholder by act of
congress; provided that alt investments under this
subsection {b) must be rated by one nationally recognized
rating agency among the top third of their quality
categories, not applicable to defaulted bonds;

tcy commercial paper of prime qualitys as defined by
one nationally recognized rating agencys issued by any
corporation organized and operating in any state of the
Unitad Statess provided that:

. (i} such secyrities mature in 270 days or Tess;

(ii) the issuing corporation or the parent company of a
finance subsidiary Issuing commercial papers at the time of
the 1last financial reporting periody had a ratio of current

assets to current lisbilities, iIncluding amony current
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liabilities long-term debt maturing within 1 years of af
least 1 172 to 1 and had received net income averaging $1
million or more annually for the preceding 5 years; and

(ifi) no investment may be made at any time under. this
subsection {(c)} which would cause the .bonk value of -such
investments in any investment fund to exceed 10X of the book
value of such fund or would cause the commercial paper of
any one corporation to exceed 2% of tha book value of such
fund;

{d} baakers' acceptances guaranteed by any bank having
its principal office in any state of the United States and
having deposits in excess of $500 aillion;

(e} interest—bearing deposits in banksy building and
loan associationss and savings and loan associations Tocated
in Montanay providedy hawevere that the board of investments
shall require pledged securities as specified in 17-6-1U2

{interest on said deposits shall not beé tess than the

‘prevailing rate of interest being paid on deposits of

private fundssi

(ff unencumbered real propertys first wmwortgagess and
participations in first wmortgages on unencumbered reoal
propertys provided thats

(i} no such mortgage or mortgage participation may be
purznased unless:

(A} the principal amount af the loan secured by the

-17- H8 100
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mortgage or mortgage participation is 80X or %less of the
appraised value of the property; .

(B} the principal amount of the loan secured hy the
mortgage  or wortgage participation .elcceds 80X of the
appraised value of the property but the amount of the loan
in excess of BOXy determined at the time the loan was wmades
is guaranteed or insured by a mortgage insurance company
which the board of investeents has determined to be a
qualified private insurers;

(C} 2Z5% or more of the Toan or participation therein
secured is guaranteed of insured in the event of default by
the United States of Aamerica or an agency thereofi or

{0) the mortgagor has leased the mortgaged property to
a personsy Firme or corporation whose rental payments under
the lease are guaranteed for the full term of the 1loan or
participation therein by an agenéy of the United Stat;s; and

1ii) no ' investment shal} be made at any time under
supsection (i)(f) nhich.wbula cause the book value of such
investments in any investment fund to exceed 50% of the bock
value of such-fund.

{2y ;nvestpentsi from the pooled investment Fund shall
be restricted to fixed Iincome securities described in
suhsections {1){a) to {1){e} abovae.

(3) &etirement funds and the fund provided for in

17-6-203, subsection (4) may be invested in preferred and
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common stocks of any corporation organized and operating in
any state of the United States prowvided that:

{a} _the corporétion has assets of a value not 1less

" than $L3. million;

tb) if the investwment is preferred stocks the
corporation®s aggregate earnings available for payment QF
interest and preferred dividendss for a period of 5
consecutive years immediately before the date of investments
nave been at least 1 1,2 fimes the aggregate of interest and
preferred dividends required to be paid during this period;

(¢) no investment wmay be wade at any time under
subsection (3) which would cause the book value of such
investments in any retirement fund to exceed 50% of the book
value of such fund or would cause the stock of one
corporation to exceed 2% of the book valué of such
retirement fund;

{d) subsection (¢} does not apply te funds provided
for in 17-6-203(4).

{4} The board of investments shall endeavor to vdirect
its _poriion Qaf the state®s investment business to those
investment firms and/or banks which maintain offices in the
state and thersby make contr}butions to the state economy.
Further+ due consideration shall be gluen> to investments
which will benefit the smaller communities in the states The

state's investment business will be directed to out-of-state
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firms only when there is a distinct economic advantage to
the state of Hongana.

(5} The Montana ecenemis developmeot board created in
Lasction A9]1 may jovesi the Montana jn-state ijovestment fund
lo__any in-state investment auvthorized by jts rules io
addition_to_those investgents authurized by _this__ sections”

NEWM_SELIION. Section 21. Temporary investment 1imits
Hotwithstanding the percentage figure in [section ]y the
investgment limit for fiscal year 1984 must be calculated
based on 25% of the total coal tax deposits to the permanent
coal tax trust fund made in fiscal year 19383,

MEM SECIION. Section 22« Severabilitys If a part of
this act is invalids all valid parts that are severable from
the invalid part remain in effecte If a pari of this act is
invalig .in one or more of its applicationssy the part remains
in effect in all valid applications that are severable from
the invalid applications.

NeW _SECTION. Section 23, Effective date. This act s
effective on passage and approval.
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