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Present constitution establishes certain trust funds, provides for deposit and use of monies in the funds, and provides that
the legislature shall provide by law for procedures for the investment of monies. Present law establishes such procedures
and provides for maximum percentages of the funds that may be invested in stocks. Proposed law increases the maximum
that may be invested in stocks to 65% of monies in the specified funds.

There is no anticipated direct material effect on governmental expenditures as a result of this measure.

Proposed law is the statutory companion to the proposed constitutional amendment in HB 154 and provides for the
investment authority of the Treasury with regard to certain dedicated funds. Proposed law will likely result in increased
revenues to the LA Education Quality Trust Fund, the Artificial Reef Development Fund and the Lifetime License Endowment
Fund. Proposed law will allow flexibility to the Treasury to adjust the proportion of fixed income investments and equity
investments in the investment portfolio of each fund, allowing the Treasury the opportunity to shift investments to maximize
income and growth potential within funds available for investment. The Treasury estimates that if in each year, 2.5% of the
trust funds’ fixed income investments that mature are reinvested in stocks paying dividends, the investment portfolios would
increase estimated cumulative revenue potential by approximately $885,000 per year (i.e. $885,000 in year one, $1.77 M in
year two, $2.66 M in year three and so on).

Shifting the balance of the investment portfolio more heavily into stock paying dividends will yield a larger return on
investment over the long-term. Stock paying dividends historically produce a greater growth return on investment when
compared to fixed income investments such as government and corporate bonds, certificates of deposit and other
instruments. However, investments in stocks are also accompanied by higher risk, and investment returns (especially
capital values) in any given year are not guaranteed and will vary based on market conditions. Investment in dividend
paying stocks assures a greater likelihood of annual income from the portfolio even when market values decline.
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