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HOUSE BILL NO. 67
INTRODUCED BY R. JOHNSON
BY REQUEST OF THE DEPARTMENT OF COMMERCE

A BILL FOR AN ACT ENTITLED: "AN ACT REVISING THE RATE OF INTEREST PAID ON REGISTERED
WARRANTS; AUTHORIZING THE BOARD OF INVESTMENTS TO ESTABLISH THE RATE OF INTEREST ON
WARRANTS PURCHASED BY THE BOARD; AND AMENDING SECTIONS 17-6-212 AND 17-8-304, MCA."

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

Section 1. Section 17-6-212, MCA, is amended to read:

"17-6-212. State purchase of general fund warrants. (1) The state hereby reserves to—HseH a
preference right, prior to the right of any person, company, or corporation, to purchase state general fund
warrants issued with funds under the control of the board of investments and subject to investment.

(2) When the board of investments has under its control any funds subject to investment whieh
that in its judgment it would be advantageous to kave-irvested invest in state general fund warrants and
there are not sufficient funds in the state general fund to pay warrants issued against the fund at the time
that they are issued and presented for payment, it shall authorize and direct the state treasurer to purchase
state general fund warrants, designating the fund or funds to be se invested and fixing the amount or
amounts to be invested. It shall also give notice to the state auditor of the investment to be made by the

treasurer, designating the fund or funds to be invested and the amounts to be invested. State general fund

warrants reqisterad by the state treasurer pursuant to 17-8-304(1)} and purchased by the board of

investments must bear interest at a rate determined by the board. When determining the interest rate, the

board shall consider:

{a) the duration of the investment by estimating the time at which the warrants will be redeemed

pursuant to 17-8-304{1); and

{b} the interest rate of the investments liquidated to provide the funds to purchase the warrants.

(3) The auditor shall attach to or stamp, write, ar print upon each general fund warrant thereafter

issued after the receipt of notice, until warrants totaling the amounts se designated have been issued, a

notice that the state will exercise its preference right to purchase the warrant.
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(4) The state treasurer shall, theraatter when the marked warrant is presented, to-bim pay it out
of the proper fund as designated by the hoard, and the warrant se purchased shall must be registered as
other state warrants and must bear interest as provided by law.

(5) When the designated amounts have been invasted, the state treasurer shall notify the board
of investments, which shall thereupor issue orders upon the proper funds addressed to the state auditor

for warrants to be issued in favor of the reasurer.”

Section 2. Section 17-8-304, MCA, is amended to read:

state warrants regularly issued, pay the same warrants out of any funds available for sueh the payments,

and in the event that there are no funds available for saeb the payment, Be-must the treasurer shall register

each warrant in a book or register to be kept for that purpose, entering the date of issue, date of
registration, name in whose favor the warrant is drawn, and the number and amount thereot of the warrant
and endorse on each warrant se registered, on its face, "presented for payment and not paid for want of
funds and registered in this office this ... day of _..", insaerting the date of registration—and—he. The
treasurer shall affix-his—sigpature—as-sual-Hpasvrar-—thereto sign the book or register. Alwarrants—so
registerod-and-engersad-en-apd-atier-Masird. - 1822 -shali-bear-interestat the-rate-6-4ea-year until-called
for-payment—afterdate-of-which-sai-intarest-shal-ecase: All warrants shal must be redeemed and paid in

the order of their registration.

{2) Meothing-herein-contaired-shall-be- canstrued-se This section does nat apply to any warrants

issued on account of any fand grant fund o by virtug of any special act authorizing the issuance thereof
of warrants.”
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STATE OF MONTANA - FISCAL NOTE

Fiscal Note for HBQ067, as introduced

DESCRIPTION OF PROPCSED 1LEGISLATION:

Existing state statute permits the State Treasurer to register warrants if there are
insufficient funds in the account/s on which the warrants are drawn. Current statute allows
the Montana Board of Investments to purchase registered warrants at a 4% interest rate, 1.e.,
to lend funds to the treasurer in the amount of the warrants purchased.

The Montana Board of Examiners has recently asked the Montana Board of Investments to enter
into an agreement to purchase registered warrants if there are insufficient funds in the
state general fund at fiscal year-end to repay the purchasers of Tax and Revenue Anticipation
Notes (TRANS). This bill removes the current statutory 4% restriction on the amount of
interest that can be charged when registered warrants are purchased.

ASSUMPTIONS :
1. The state will continue to issue TRANS.
2. The Montana Board of Examiners will ask the Mcontana Board of Investments to enter into

a warrant purchase agreement to ensure that there is adequate cash available at fiscal
year end to repay the holders of the TRANS.

3. The BRoard of Invegstments will, if required, purchase warrants drawn on the state
general fund at a market interest rate, rather than 4%.

FISCAL IMPACT:
If this bill is enacted, there will be no net impact to the state general fund for the
follewing reasons.

1. To the extent that registered warrants are purchased by the Board of Investments at an
interest rate greater than 4%, state general fund expenditures will increase.

2. However, the warrants would be purchased with funds from the Permanent Ccal Tax Trust,
the interest earnings from which are deposited in the state general fund.

3. Consequently, any increase in state general fund intersst expenditures would be cffset

by interest earnings of a like amount.

QM 595"

DAVE LEWIS, BUDGET DIRECTOR DATE ~ROYAL JIOHNSON, PRIMARY SPONSOR DATE
Office of Budget and Program Planning

Fiscal Note for HBQQE7, as introduced
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APPROVED BY COMMITTEE
ON TAXATION

HOUSE BILL NQ. 67
INTRODUCED BY R. JOHNSON
BY REQUEST OF THE DEPARTMENT GF COMMERCE

A BILL FOR AN ACT ENTITLED: "AN ACT REVISING THE RATE OF INTEREST PAID ON REGISTERED
WARRANTS; AUTHORIZING THE BOARD OF INVESTMENTS TO ESTABLISH THE RATE OF INTEREST ON
WARRANTS PURCHASED BY THE BOARD; AND AMENDING SECTIONS 17-6-212 AND 17-8-304, MCA.."

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

Saection 1. Section 17-6-212, MCA, is amended to read:

"17-6-212. State purchase of general fund warrants. (1) The state hereby reserves to—HseHl a
preference right, prior to the right of any person, company, or corporaticn, to purchase state general fund
warrants issued with funds under the control of the board of investments and subject to investment,

(2) When the board of investments has under its control any funds subject to investment whieh
that in its judgment it would be advantageous to have-ivested invest in state general fund warrants and
there are not sufficient funds in the state ganeral fund to pay warrants issued against the fund at the time
that they are issued and presented for payment, it shall authorize and direct the state treasurer 1o purchase
state general fund warrants, designating the fund or funds to be se invested and fixing the amount or
amounts to be invested. It shall also give notice ta the state auditor of the investment to be made by the

treasurer, designating the fund or funds to be invested and the amounts to be invested. State general fund

warrants registered by the state treasurer pursuant to 17-8-304(1] and purchased by the board of

investments must bear interest at a rate determined by the board. When determining the interest rate, the

board shall consider:

(a) the duration of the investment by estimating the time at which the warrants will be redeemed

pursuant to 17-8-304(1}); and

(b} the interest rate of the investments liquidated to provide the funds to purchase the warrants.

(3) The auditor shall attach to or stamp, write, or print upon each general fund warrant thereafter
issued after the receipt of notice, until warrants totaling the amounts se designated have been issued, a

notice that the state will exercise its preference right to purchase the warrant.

Q/ - HB 67
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(4) The state treasurer shall, thereatter when the marked warrant is presented, te-him pay it out
of the proper fund as designated by the board, and the warrant se purchased shalt must be registered as
other state warrants and must bear interest as provided by law.

(8) When the designated amounts have been invested, the state treasurer shall notify the board
of investments, which shall Hherewpen issue orders upon the proper funds addressed to the state auditor

for warrants to be issued in favor of the treasurer.”

Section 2. Section 17-8-304, MCA, is amended to read:
“17-8-304. Payment, registry, and interest. {1} The state treasurer shall, on the presentation of
state warrants regularly issued, pay the same warrants out of any funds availabte for sueh the payments,

and in the event that there are no funds available for seeh the payment, he-mrust the treasurer shall register

each warrant in a book or register to be kept for that purpose, entering the date of issue, date of
registration, name in whose favor the warrant is drawn, and the number and amount thereef of the warrant
and endorse on each warrant se registered, on its face, " présemed for payment and not paid for want of
funds and registered in this office this .... day of ....", inserting the date of registration—ard-he, The

treasurer shall affin—his—sighatore—as—sueh-treasuror—therete sign the book or register. Ad-warrante-se

tor-paymont—attor-date-of-whieh-eal-nterest-shateease- All warrants skhall must be redeemed and paid in

the order of their registration.

(2) MNethirg-heroin-contained-shell-be-senstrued-te This section does not apply to any warrants

issued on account of any land grant fund or by virtue of any special act authorizing the issuance thereef

of warrants.”

-END-
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HOUSE BILL NO. 67
INTRODUCED BY R. JOHNSON
BY REQUEST OF THE DEPARTMENT OF COMMERCE

A BILL FOR AN ACT ENTITLED: "AN ACT REVISING THE RATE OF INTEREST PAID ON REGISTERED
WARRANTS; AUTHORIZING THE BOARD OF INVESTMENTS TO ESTABLISH THE RATE OF INTEREST ON
WARRANTS PURCHASED BY THE BOARD; AND AMENDING SECTIONS 17-6-212 AND 17-8-304, MCA.."

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

Section 1. Section 17-6-212, MCA, is amended to read:

"17-6-212. State purchase of general fund warrants, (1) The state hereby reserves to—tsei a
preference right, prior 1o tha right of any person, company, or corporation, to purchase state general fund
warrants issued with funds under the control of the board of investments and subject to investment.

{2} When the board of investments has under its control any funds subject to investment whieh
that in its judgment it would be advantageous to heve-invested invest in state general fund warrants and
there are not sufficient funds in the state general fund to pay warrants issued against the fund at the time
that they are issued and presented for paymaent, it shall authorize and direct the state treasurer to purchase
state general fund warrants, designating the fund or funds to be se invested and fixing the amount or

amounts to be invested. It shall also give notice to the state auditor of the investment to be made by the

treasurer, designating the fund or funds to be invested and the amounts to be invested. State general fund

investments must bear inter a rata determined by tha board. When determining the interest rate, the
board shall consider:

a) the duration of the i nt by estimating the time at which the warrants will be redeemed
pursuant to 17-8-304(1); and

b) the interest rat he inv ents liquida o provide the funds to purchase the warrants.

{3) The auditor shall attach to or stamp, write, or print upon each general fund warrant thereafter
issued after the receipt of notice, until warrants totaling the amounts se designated have been issued, a

notica that the state will exsrcise its preference right to purchase the warrant.

Z&ng . a1- HB 67
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(4) The state treasurer shall, thereatter when the marked warrant is presented, te-bim pay it out

ot the proper fund as designated by the board, and the warrant se purchased shaH must be registered as

other state warrants and must bear interest as provided by law.
(5) When the designated amounts have been invested, the state treasurer shall notify the board
of investments, which shail thereuponr issue orders upon the proper funds addressed to the state auditor

for warrants to ba issued in favor of the treasurer.”

Section 2. Section 17-8-304, MCA, is amended to read:

“17-8-304. Payment, registry, and interest. {1) The state treasurer shall, on the presentation of
state warrants regularly issued, pay the same warrants out of any funds available for eweh the payments,
and in the event that there are no funds available for sueh the payment, he-rust the treasurer shall register
each warrant in a book or register to be kept for that purpose, entering the date of issue, date of
registration, name in whose favor the warrant is drawn, and the number and amount thereet of the warrant
and endorse on each warrant ee registered, on its face, "présented for payment and not paid for want of

funds and registered in this office this .... day of ....", inserting the date of registration—and—he. The

treasurgr shall atfix—his-sighraturo—as—suoh—treasurortherete sign the book or register. Al-warrarts—se

All warrants shall must be redeemed and paid in

the order of their registration,

(2)

o This section does not apply to any warrants
issued on account af any land grant fund or by virtue of any special act authorizing the issuance thereet

of warrants.”

-END-
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1 HOUSE BILL NO. 67
2 INTRODUCED BY R. JOHNSON
3 BY REQUEST OF THE DEPARTMENT OF COMMERCE
4
5 A BILL FOR AN ACT ENTITLED: "AN ACT REVISING THE RATE OF INTEREST PAID ON REGISTERED
6 WARRANTS; AUTHORIZING THE BOARD OF INVESTMENTS TO ESTABLISH THE RATE OF INTEREST ON
7 WARRANTS PURCHASED BY THE BOARD; AND AMENDING SECTIONS 17-6-212 AND 17-8-304, MCA .“
8
9 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:

10

1" Section 1. Section 17-6-212, MCA, is amended to read:

12 "17-6-212. State purchase of general fund warrants, (1) The state Pereby reserves te—ee a

13 preference right, priar to the right of any person, company, or corporation, to purchase state general fund
14  warrants issued with funds under the control of the board of investments and subject to investment.

15 {2) Whan the board of investments has under its control any funds subjact to investment whieh
16  that in its judgment it would be advantageous to heve-irvosted invest in state generai fund warrants and
17 there are not sufficient funds in the state general fund to pay warrants issued against the fund at the time
18  that they are issued and presented for payment, it shall authorize and direct the state treasurer to purchase
19  state general fund warrants, designating the fund or funds to be ee invested and fixing the amount or
20  amounts tg beg invested. !t shail also give notice 1o the state auditor of the investment to be made by the
21 treasurer, designating the fund or funds ta be invested and the amounts {0 be invested. State general fund
22  warrants reqigtered by the state treasyrer pursuant to 17-8-304(1) and purchased by the board of
23  investments must bear interegt gt a rate datarmined by the board. When determining the interest rate, tha
24  board shall consider:

25 {a} the duration of the investmant by estimating the tima at which the warrants will be redeemed
28 rguant to 17-8- 1); an

27 b} the interest rate of the inv nts liguidated to provide the funds t rchase the warrants.
28 (3} The auditor shall attach to or stamp, write, or print upon each general fund warrant thereatior
29  issued gfter the recaipt of notice, until warrants totaling the amaunts se designated have been issued, a

30 notice that the state will exercise its preference right to purchase the warrant.
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{4) The state treasurer shall, theraafter when the marked warrant is presented, te-hiw pay it out
of the proper fund as designated by the board, and the warrant se purchased shall must be registered as
other state warrants and must bear interest as provided by law.

(5} When the designated amounts have been invested, the state treasurer shall notify the board
of investments, which shall #herewpen issue orders upon the proper funds addressed to the state auditor

for warrants to be issued in favor of the treasurer.”

Section 2. Section 17-8-304, MCA, is amended to read:

"17-8-304. Payment, registry. and interest. (1} The state treasurer shall, on the presentation of
state warrants regularly issued, pay the sese warrants out of any funds available for swed the payments,
and in the event that there are no funds availabie for suek the payment, he-muet the treasurer shall register
each warrant in a book or register to be kept for tha; purpose, antering the date of issue, date of
ragistration, name in whose favor the warrant is drawn, and the number and amount thereef of the warrant

and endorse on each warrant se registared, on its face, "presented for payment and not paid for want of

funds and registered in this office this .... day of ....", inserting the date of registration—and—-he. The
treasurar shall affix—his-sigrature—as—-aueh—treesurertherate sign the book or register. Ad—warraris—se

8- All warrants shelt must be redeemed and paid in

the order of their registration,

(2)

@ Thig sectiopn does not apply to any warrants
issued on account of any land grant fund or by virtue at any special act authorizing the issuance thereof

of warrants.”

-END-
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