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A BILL FOR AN ACT ENTITLED: "AN ACT ALLOWING LOCAL GOVERNMENT GROUP SELF-INSURANCE
PROGRAMS TO INVEST IN DIRECT COBLIGATIONS OF THE UNITED STATES, WIiTH THE AVERAGE
MATURITY DATE OF THE INVESTMENTS NOT TO EXCEED 6 YEARS; AND AMENDING SECTION 7-8-202,
MCA."

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

Section 1. Sectian 7-6-202, MCA, is amended to read:

"7-6-202. Investment of public money in direct obligations of the United States. (1} A local
governing body may invest public money not necessary for immediate use by the county, city, or town in
the following eligible securities:

(a) United States government treasury bills, notes, and bonds and in United States treasury
obligations, such as state and local government series (SLGS), separate trading of registered interest and
principal of securities (STRIPS), or similar United States treasury obligations;

(b) United States tlreasury receipts in a form evidencing the holder’s ownership of future interest
or principal payments on specific United States treasury obligations that, in the absence of payment default
by tHe United States, are held in a special custody account by an independent trust company in a certificate
or book-entry form with the federal reserve bank of New York; or

{c} obligations of the following agencies of the United States, subject to the limitations in
subsection (2}):

(iy federal home loan bank;

(ii) federal national mortgage association;

(iii) federal home mortgage corporation; and

(iv} federal farm credit bank.

(2} An investment in an agency of the United States is authorized under this section if the
investment is a general obligation of the agency and has a fixed or zero-coupon rate and does not have

prepayments that are based on underlying assets or collateral, including but not limited to residential or
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commercial mortgages, farm leans, muitifamily housing loans, or student loans.

(3) The local governing body may investin a United States government security money market fund

(a) the fund is sold and managed by a management-type iﬁvestment company or investment trust
registered under the Investment Company Act of 1940 {15 U.5.C. 80a-1 through 80a-64}, as may be
amended;

{b) the fund consists only of eligible securities as described in this section;

(c) 1the use of repurchase agreements is limited to agreements that are fully collateralized by the
eligible securities, as described in this section, and the investment company or investment trust takes
delivery of the collateral for any repurchase agreement, either directly or through an autharized custodian;

{d} thefund is listed in a nationa! financial publication under the category of "money market mutual
funds", showing the fund’s average maturity, yield, and asset size; and

{e) the fund’s average maturity does not exceed 397 days.

{4} Except as provided in subsection {5}, an AR investment authorized in this part may not have

a maturity date exceeding 5 years, except when the investment is used in an escrow account to refund an
outstanding bond issue in advance.

(6) An investment of the assets of a local government groug self-insurance program established

pursuant to 2-9-211 or 39-71-2103 in an investment authorized in this part may not have a maturity date

exceeding 10 years, and the average maturity of all those authorized investments of a local government

group self-insurance program may not exceed 6 years.

B+6) This section may nat be construed to prevent the investment of public funds under the state

unified investment program established in Title 17, chapter 6, part 2."

-END-
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STATE OF MONTANA - FISCAL NOTE

Fiscal Note for HB0330, as introduced

DESCRIPTION OF PROPOSED LEGISLATTION:

An act amending local government investment law by increasing from 5 to 10 years the
permissible maturity date of investment securities purchased by leocal governments with assets
cf group self-insurance programs. The average maturity of all securities purchased with
these assets may not exceed six years. This bill deoes not expand the types of investment
securities local governments are permitted to purchase.

ASSUMPTIONS :

1. Securities with longer maturities may provide higher yields, but they alsc tie up
assets for longer periods of time. While holding these securities to maturity will
ensure no loss of principal, i1f they must be socld before maturity because cash 1is
required, a loss of principal may occur under certain market conditions.

FISCAL IMPACT:
There is no fiscal impact to the Department of Commerce, Board of Investments.

TECHNICAL NOTES:

The Board of Investments (BOI) invests the state group benefits self-insurance account with
a market value of 532.8 million. The BCI investment policy for this account states "This
fund 1is considered a short-to-intermediate-term fund with uncertain future financial
liabilities. The maximum maturity for any security purchased for this fund is five years.”

EFFECT ON COUNTY OR OTHER LOCAL REVENUES OR EXPENDITURES:

Investment income on local government group self-insurance programs could increase 1f the
maturities of securities purchased are extended. However, under certain market conditions,
if these securities have to be sold prior to maturity to satisfy cash flow requirements, the
increased income could be more than offset by realized losses.

@M fw [-21-97 /,@%M)?///L /28]

DAVE LEWIS, BUDGET DIRECTOR DATE WILLIAM WISEMAN, PRIMARY SPONSOR 'DATE
Office of Budget and Program Planning

Fiscal Note for HBQ330, as introduced

HB 330
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A BILL FOR AN ACT ENTITLED: "AN ACT ALLOWING LOCAL GOVERNMENT GROUP SELF-INSURANCE
PROGRAMS TO INVEST IN DIRECT OBLIGATIONS OF THE UNITED STATES, WITH THE AVERAGE
MATURITY DATE OF THE INVESTMENTS NOT TO EXCEED 6 YEARS; AND AMENDING SECTION 7-6-202,
MCA."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA,;

Section 1. Section 7-6-202, MCA, is amended to read:

"7-6-202. Investment of public money in direct obligations of the United States. (1) A local
governing body may invest public money not necessary for immediate use by the county, city, or town in
the following eligible securities:

{a) United States government treasury bills, notes, and bonds and in United States treasury
obligations, such as state and local government series (SLGS), separate trading of registered interest and
orincipal of securities {STRIPS), or similar United States treasury obligations;

{b} United States treasury receipts in a form evidencing the holder’s ownership of future interest
or principal payments on specific United States treasury obligations that, in the absence of payment default
by the United States, are held in a special custody account by an independent trust company in a certificate
or book-entry form with the federal reserve bank of New York; or

{c) obligations of the following agencies of the United States, subject to the limitations in
subsection (2);

{i} federal home loan bank;

{ii) federa!l national mortgage association;

{iii) federal home mortgage corporation; and

{iv) federal farm credit bank.

{2) An investment in an agency of the United States is authorized under this section if the
investment is a general obligation of the agency and has a fixed or zero-coupon rate and does not have
prepayments that are based on underlying assets or collateral, including but not limited to residential or
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commercial mortgages, farm loans, multifamily housing loans, or studeant loans.

{3) The local governing body may investin a United Statas government security money market fund

ia) the fund is sold and managed by a management-type investment company of invesiines? re..
registered under the Investment Company Act of 1940 (15 U.5.C. BOa-1 through 80a-64}, 3= may be
amended;

{p} the fund consists only of eligible securities as described in this section;

{c) the use of repurchase agreements is limited to agreements that are fully collateralized v ha
eligibie securities, as described in this section, and the investment company or investment trust tares
delivery of the collateral for any repurchase agreement, either directly or through an authorized custodian;

{d) the fund is listed in a national financial pubtication under the category of "money market mun.aj
funds”, showing the fund’s average maturity, yield, and asset size; and

{e) the fund’s average maturity does not exceed 387 days.

{4} Except as provided in subsection (5}, an Ar investment authorized in this part may not have

a maturity date exceeding b years, except when the investment is used in an escrow account 1o refurnd an
outstanding bond issue in advance.

(5] An_investment of the assets of a local government group seif-insurance program astablished

pursuant 10 2-9-211 or 39-71-2103 in an investment authorized in this part may not have a maturity date

exceeding 10 vears, and the average maturity of all those authorized investments of a local government

group self-insurance program may not exceed & years.
+81{6) This saction may not be construed to prevent the investment of public funds under the state
unified investment program established in Title 17, chapter 6, part{ 2."

-END-
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A BILL FOR AN ACT ENTITLED: "AN ACT ALLOWING LOCAL GOVERNMENT GROUP SELF-INSURANCE
PROGRAMS TO INVEST IN DIRECT OBLIGATIONS OF THE UNITED STATES, WITH THE AVERAGE
MATURITY DATE OF THE INVESTMENTS NOT TO EXCEED 6 YEARS; AND AMENDING SECTION 7-6-202,
MCA."

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

Section 1. Section 7-6-202, MCA, is amended to read:

"7-6-202. Investment of public money in direct obligations of the United States. (1) A local
governing body may invest public money not necessary for immediate use by tha county, city, or town in
the following eligible securities:

(a} United States government treasury bills, notes, and bonds and in United States treasury
obligations, such as state and local government series {SLGS), separate trading of registered interest and
principal of securities (STRIPS), or similar United States treasury obligations;

(b) United States treasury receipts in a form evidencing the hoider's ownership of future interest
or principal payments on specific United States treasury obligations that, in the absence of payment default
by the United States, are held in a special custody account by an independent trust company in a certificate
or book-entry form with the federal reserve bank of New York; or

(c) obligations of the following agencies of the United States, subject to the limitations in
subsection {2):

(i) federal home loan bank;

(ii) federal national mortgage association;

{iii} federal home mortgage corporation; and

{iv} federal farm credit bank.

{2) An investment in an agency of the United States is authorized under this section if the
investment is a general obligaticn of the agency and has a fixed or zero-coupon rate and does not have

prepayments that are based on underlying assets or coliateral, including but not limited to residential or
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commercial martgages, farm loans, multifamily housing loans, or student loans.

(3) Thelocal governing body may investin a United States government security money market fund

{a} the fund is sold and managed by a management-type ir;vestment company or investment trust
registered under the Investment Company Act of 1940 (15 U.S.C, BOa-1 through 80a-64), as may be
amended;

{b) the fund consists only of eligible securities as described in this section;

lc) the use of repurchase‘ agreements is limited to agreements that are fully collateralized by the
eligible securities, as described in this section, and the investment company or investment trust takes
delivery of the collateral for any repurchase agreement, either directly or through an authorized custedian;

{d) the fund is listed in a national financial publication under the category of "meocney market mutual
tunds”, showing the fund’'s average matutity, yield, and asset size; and

{e) the fund’s average maturity does not exceed 397 days.

(4) Except as provided in subsection {5), an A# investment authorized in this part may not have
a maturity date exceeding 5 years, axcept when the investment is used in an escrow account to refund an
outstanding bond issue in advance.

{5) An investment of the assets of a local government group self-insurance program established
pursuant to 2-9-211 or 39-71-2103 in an invastrent authorized in this part may not have a maturity date
exceeding 10 years, and the average maturity of all those authorized investments of a local government
group self-insurance pragram may not exceed 6 years.

+8}(6] This section may not be construed to prevent the investment of public funds under the state

unified investment program established in Title 17, chapter 6, part 2.”

-END-
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A BILL FOR AN ACT ENTITLED: "AN ACT ALLOWING LOCAL GOVERNMENT GROUP SELF-INSURANCE
PROGRAMS TO INVEST IN DIRECT OBLIGATIONS OF THE UNITED STATES, WITH THE AVERAGE
MATURITY DATE OF THE INVESTMENTS NOT TC EXCEED 6 YEARS; AND AMENDING SECTION 7-6-202,
MCA."

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

Section 1. Section 7-6-202, MCA, is amended to read:

"7-6-202. Investment of public money in direct obligations of the United States. (1) A local
governing body may invest public money not necessary for immediate use by the county, city, or town in
the following eligible securities:

{a) United States government treasury bills, notes, and bonds and in United States treasury
obligations, such as state and local government series {SLGS), separate trading of registered interast ang
principal of securities (STRIPS), or similar United States treasury obligations;

{b) United States treasury receipts in a form avidencing the holder's ownarship of future interest
or principal paymants on specific United States treasury obligations that, in the absence of payment default
by ths United States, are held in a special custody account by an -indopendont trust company in a certificate
or book-entry form with the federal reserve bank of New York; or

(¢} obligations of the foliowing agencies of the United States, subject to the limitations in
subsection {2):

{i} tederal home loan bank;

(i) federal national mortgage association;

{iii} tederal home mortgage corporation; and

{ivl federal farm credit bank.

{2} An investment in an agency of the United States is authorized undar this section if the
investment is a general obligation of the agency and has a fixed or zero-coupon rate and doss not have

prepayments that are based on underlying asssts or collateral, including but not limited to residential or
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commercial mortgages, farm loans, mulitifamily housing loans, or student loans.

{3} Thelocal governing body may invest in a United States government security money market tund

{a) the fund is sold and managed by a managemeht'type ir;vestment company or investment trust
registered under the Investment Company Act of 1940 (15 U.S.C. 80e-1 through BOa-64), as may be
amended;

{b} the fund consists only of eligible securities as described in this saction;

{c) the use of repurchase agreements is limited to agreements that are fully coilateralized by the
eligible securities, as described in this section, and the investment compsany or investment trust takes
delivery of the collaterai for any repurchase agreement, either directly or through an authorized custodian;

{d) the fund is listed in a national financial publication under the category of "money market mutual
tunds”, showing the fund’s average maturity, vield, and asset size; and

{e) the fund’s average maturity does not exceed 397 days.

{(4) Except as provided in subsection (B}, an An investmant authorized in this part may not have
a maturity date exceeding 5 years, except when the investment is used in an escrow account to refund an
outstanding bond issue in advance.

An investment of th f a local governm r it-inguran rogram gstablished

r salf-insyran rogram n r

+83({6) This section may not be construed to prevent the investment of public funds under the state
unified investment program established in Title 17, chapter 6, part 2."
-END-
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HOUSE BILL NO. 330
INTRODUCED BY WISEMAN, EWER, R. JOHNSON

A BILL FCR AN ACT ENTITLED: "AN ACT ALLOWING LOCAL GOVERNMENT GROUP SELF-INSURANCE
PROGRAMS TO INVEST IN DIRECT OBLIGATIONS OF THE UNITED STATES, WITH THE AVERAGE
MATURITY DATE OF THE INVESTMENTS NOT TO EXCEED 6 YEARS; AND AMENDING SECTION 7-6-202,
MCA."

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

Section 1. Section 7-6-202, MCA, is amended to read:

"7-6-202. Investment of public money in direct obligations of the United States. (1} A local
governing body may invest public money not necessary for immediate use by the county, city, or town in
the following eligible securities:

(a} United States government treasury bills, notes, and bonds and in United States treasury
obligations,. such as state and local government series {(SLGS), separate trading of registered interest and
principal of securities {STRIPS), or similar United States treasury obligations;

{b) United States treasury receipts in a form evidencing the holder's ownership of future interest
or principal payments on specific United States treasury obligations that, in the absence of payment default
by the United States, are held in a special custody account by an independent trust company in a certificate
or book-entry form with the federal reserve bank of New York; or

{¢) obligations of the following agencies of the United States, subject to the limitations in
subsection (2):

(i} federal home loan bank;

{ii} federal national mortgage association;

(iit} federal home mortgage corporation; and

{iv) federal farm credit bank.

{2) An investment in an agency of the United States is authorized under this section if the
investment is a general obligation of the agency and has a fixed or zero-coupon rate and does not have

prepayments that are based on underlying assets or collateral, including but not limited to residential or

{Le islative )
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commercial mortgages, farm loans, multifamily housing loans, or student loans.

{3) Thelocal governing body may investin a United States government security money market fund

(a) the fund is sold and managed by a management-type investment company or investment trust
registered under the Investment Company Act of 1840 {15 U.S.C. 80a-1 through B0a-64), as may be
amended; |

{b} the fund consists only of eligible securities as described in this section;

{c) the use of repurchase agreements is limited to agreements that are fully collateralized hy the
eligible securities, as described in this section, and the investment company or investment trust takes
delivery of the collateral for any repurchase agreement, either directly or through an authorized custodian;

(d) the fundis listed in a national financial publication under the category of "money market mutual
funds", showing the fund’s average maturity, yield, and asset size; and

(e} the fund’'s average maturity does not exceed 397 days.

{4} Except as provided in subsection (5), an A®n investment authorized in this part may not have

a maturity date exceeding 5 years, except when the investment is used in an escrow account to refund an
outstanding bond issue in advance.

{6) _An investment of the assets of a local government group self-insurance program established

pursuant to 2-9-211 or 39-71-2103 in an investment authorized in this part may not have a maturity date

exceeding 10 years, and the average maturity of all those authorized investments of a local government

aroup self-insyrance program may not exceed 8 years.
{b+{6) This section may not be construed to prevent the investment of public funds under the state
unified investment program established in Title 17, chapter 6, part 2."

-END-
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