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INTROOUtED 

A BILL FOR ~N ACT ENTITLED: •AN ACT PRDVIOlNG fOR THE COAL 

TAX TRUST fUND WITHIN THE UNifiED INVESTMENT PROGRAM; 

DIRECTING THE INVESTMENT Cif THE FUND IN MJNTANA fiNANCIAL 

INSTITUTIONS; AMENDING SECTIONS 79-309 AND 79-310o RoCoHo 

1947.• 

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

Section 1. Section 79-309, R.C.K. 1947, is amended to 

read as follows: 

•79-309. Invest•ent funds. For each treasury fund 

account into which state funds are segregated by the 

depart•ent of administration pursuant to section 79-413o 

individual transactions and totals of all investments shall 

be separately recorded to the extent directed by the 

department. However, the securities purchased and cash on 

hand for all treasury fund accounts not otherwise 

specifically designated by law or by the provisions of a 

giftt donation, grant, legacy, •bequest or devise fro• which 

the fund account originates to be invested shall be pooled 

in an account to be designated •Treasury Cash Account• and 

placed in one of the investment funds designated belo~. The 

share of the income for this account shall be credited to 
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the general fund. If within the list hereinafter of separate 

2 investMent funds, more than one investment fund is included 

3 which may be held jointly with others under the same 

4 separate listing, all i nvest110ents purchased for that 

5 separate investment fund shall be held jointly for all the 

6 accounts participating therein, which shall share a11 

7 capital gains and loss~s and inco.e pro rata. Separate 

8 investment funds shall ~e maintained as follows: 

9 ( 11 the trust and legacy fundo incluc:ling all public 

10 school funds and funds of the Montana unrversity system and 

ll other state institutions of learning referred to in sections 

12 Z and 10, article x, of the 1972 Montana constitution, and 

13 all .aney referred to in section 79-410 (B); 

14 (2) a separate investment fundt which •ay not be held 

15 jointly with other funds, for money pertaining to each 

16 retirement or insurance systea now or hereafter •aintained 

17 by the stat"• includiny those now maintained under the 

1B following statutes: 

19 (a} the highway patrolMen•s ret i re11ent system 

20 described in title 3lo ch3pter 2; 

21 (bl the public e~pl~yaes• retirement system descriaed 

22 in title be; 

23 (c) the game wardens• retirement system described in 

24 title bBo chapter 14; 

25 (d) the teachers• retirement syste~ described in title 
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75, chapter b2; and 

(e) the industrial accident insurance progra!ll 

described in title 92o chapter 11; 

(3) a pooled invest•ent fund, including all ather 

accounts within the treasury fund structure established by 

section 79-410; 

(4) "a fund consisting of gi ftso donations, grants, 

legacieso bequestso devises and other contributions •ade or 

given for a specific purpose or under conditions expressed 

in the gifto donation, grant, legacy, bequesto devise or 

contribution on the part of the state of "ontana to be 

observed. If such gift, donation, grant, legacy, bequest, 

devise. or contribution permits investaento and is not 

otherwise restricted by its ter•s• it aay be treated jointly 

with other such giftso donations, grantso legacies, 

bequests, devises, or contributions; end 

151 a ~coOsjstj~ of the ~oal sey~ce tax 

colleCtions·atlacated'tHe(etp ·ynder sgctjpn s, A(ticle IXs 

Qf the Montana constitution; and 

T5t~ such additional invest~ent funds as may ba 

expressly re~uired by law, or •ay b~ determined by the board 

of investments to be necessary to fulfill fiduciary 

responsibilities of the state with respect to funds fro• a 

particular source.• 

Section 2. Section 79-JlOo R.C.K. 1947o is a~ended to 
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read as follows: 

"79-310. Permissible investments. 

securities a~e ~ermissiole invest.ents 

(1) 

for 

LC 09031frl 

The following 

all i nvest•ent 

funds referred to in 79-309, except as indicated: 

(a) any securities authorized to be pledged to secure 

deposits of public funds under 79-307 of this act; 

{b) bondso notes, debentures, equip11ent obligations, 

or any other kind of absolute obligation of any corpor~tion 

organized and operating in any state of the United St~teso 

or in Canada if the obligations purchased are payable in 

United States dollars; provided that all lnvestaents under 

subsection (b) must be rated by one (1) nationally 

recognized rating agency among the top third of their 

quality categories, not applicable to defaulted bonds; 

(c) com•ercia1 paper of pri•e quality, as defined by 

one Ill nationally recognized rating agency~ issued by any 

corporation organized and operating In any state of the 

United States, provided that: 

(i) such securities mature in two hundred seventy 

(270) days or less; and 

(ii) the issuing corporation, or the parent compaay of 

a finance subsidiary issuing coamercia1 paper, at the time 

of the last financial reporting period, had a ratio of 

current assets to current liabilities, including among 

current liabilities long-ter• debt maturing within one Ill 
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yearo of at least one and one-half (1 1/2J to one (1); and 

had received net income averaging one million dollars 

[SloOOOoOOO) or wore annually for the preceding five (5) 

years; and 

Iii i I no investment ~aay be made at any time under 

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

investments in any investment fund to e~ceed ten percent 

(10~) of the book value of such fund, or would cause the 

commercial paper of any one corporation to exceed two 

percent (2%1 of the book value of such fund; 

(d) bankers• accept3nces guaranteed by any bank having 

its principal office in any state of the United States and 

having deposits in excess of five hundred million dollars 

[S500oOOO,OOO); 

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

loan associations. and savings and loan associations located 

in the state of Hontanar provided, however, that the ooard 

of investments shall require pledged securities as specified 

in section 79-301 except !QL_~~tments of th~~ 

~~er 0nce taA--tLUst fund,; interest on said deposits shall 

not be less than the pr~vailing rate of interest being paid 

on deposits of private funds; 

(fl unencumbered real property and first mortgag~s on 

unencumbered real property• provided that: 

(i) no such mortgage shall be purchased unless: 
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(A) the principal amount of the loan secured by the 

mortgage is seventy-five percent (75~1 or less of the 

appraised value of the property; or 

(B) thirty percent (30%) or more of tne loan secured 

is guaranteed or insured in the event of default by the 

United States of A•erica ~r an agency thereof; or 

(C) the mortgagor has leased the aortgaged prGperty to 

a persono firm, or corpGration whose rental payments under 

the lease are guaranteed for the fuU :terD of the loan by an 

agency of the United States; and 

(ii) no invest~~ent shall be •ade at any time under 

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

investments in any investment fund to exceea fifty percent 

[50%) of the book value of such fund. 

[2) Investments from the pooled investment funoo shall 

be restrrcted to fixed inca.e securities described in 

subsections (a) to (e) above. 

(3) Retirement funds• only, •ay be invested in 

preferred and common stocks of any corporation organized and 

operating in any state Gf the United States. provided that: 

[a) tne corporaticn has assets of a value not less 

than ten ~ill ion dollars ($lO,OOO,OOO); and 

(b) if the investment is preferred stock, the 

corporation's aggregate earnings available for pay•ent of 

interest and preferred dividends, for a period of five (5) 
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consecutive years immediately before the date of investment, 

have been at least one and one-half (1 1/2) times the 

aggregate of interest and preferred dividends required to be 

paid during this period; and 

{c) if the investaent is co•mon stock• 

(i) the stock has paid cash dividends in each of at 

least five {5) years ieaediately before it is purchased; and 

Iii) the aggregate earnings of the corporation during 

this period which.were available for pay•ent of dividends on 

com.an stock were at least equal to the aggregate of the 

cash dividends paid thereon; and 

(iii} not more than two percent {2%) of the assets of 

any retirement fund may be invested in common stocks or in 

fixed inco-e securities convertible into comaon stock not 

confor•ing to the dividend and earnings standards stated in 

paragraphs {I) and {ii) above, so long as the corporation 

maintains the asset value required in subsection (a) and 

evidences appropriate growth ~otential and probable earnings 

gain; and 

{d) no investment •ay be made at any time under 

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

investments in any retirement fund to exceed twenty percent 

(20%) of the book value of such fund, or ~ould cause the 

stock or one corporation to exceed one percent {1%) of the 

book value of such retire•ent fund. 
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141 Cpa) severance tax collections pnlyt allocated_~ 

~Ge fund established under 79 309(5)• mar ·be jnvest~~ 

.in the securities described jn sUbsection I.UL.eL--2f_J;.bU 

sect joo.___!.Wl;__liQud of jnyest•ents shill~llr.it._~.tl.J[ 

co•Qetjtlye ·bjds fro• Mootana_flna~~tutjonso ~~~ 

instjtutjons wjth total resources jndiyjduall y exceed.i.rul.-llQ 

million §aX_~_go balf.the funds ayajlable:for jnyestm?nt 

and tnose Ins~~~~- respurce~_ingivjduatiJ 

under $60 mil) jon •ay bid ·an the other naif. !be b9ard shall 

Lesgrye the rignt to rgject any or all .bjds and to accept 

thoSe bids they consider tg·be__ln_ the best inte(ests _Q{ 

Montana. If the board rejects alJ bi d5t it •av tben.J.!J:¥e..U. 

the funds for which no suft jr:ient bjds baye. Wlim receivwh 

~s ·perwitted under subtections llJCal tncough CllfdJ. for 

tbj :j furtd 'Q!lho s!ICU lm&sUents shaH be J;mSjdered ~Wle 

wbjch men gf prudence. ~~and jntelliggnce• 

exe(cise jn ·the wanag~gf their 0 wn aft~~~ 

speculatidn byt_far joyestmgot. 

t4rt:L21 The state ~oard of investments shall endeavor 

to direct the state's investment business to those 

invest•ent firms, andjor banks, which maintain offic~s in 

the state and thereby make contributions to th~ state 

econo•Y• further, due consideration shall he given to 

investments which will benefit the s•aller communities in 

the state of Montana. The state's investment business will 
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be directed to out-of-state firms only when there is a 

l distinct econo•ic advantage to the state of Montana.• 

-End-
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Approved by Committee 
on State Adminietration 

HOUSE BILL NO. 392 

INTRODUCED BY TOWER, STOBIE, BARRETT 

A BILL FOR AN ACT ENTITLED: MAN ACT PROVIDING FOR THE COAL 

TAX TRUST FUND WITH!~ THE UNIFIED INVESTMENT PROGRAM; 

DIRECTING THE INVESTMENT uf THE FUND IN MONTANA fiNANCIAl 

l NS TlTUT IONS; AMENDING SECTIONS 79-309 AND 79-310, R.C.M. 

1947.• 

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

Section t. Sect ion 79-309, R.C.M. 1947, is amended to 

read as follows: 

• 79-309. Investment funds. For each treasury fund 

account into which state funds are segregated by the 

department of administration pursuant to section 79-413• 

individual transactions and totals of all investments shall 

be separately recorded to the extent directed by the 

department. Howeve~~ the secu~ities purchased and cash on 

nand for all treasury fund accounts not otherwise 

specifically designated by law or by the provisions of a 

gift, donation• grant, legacy, bequest or devise from wnich 

the fund account originates to De invested shall be pooled 

in an account to be designated "Treasury Cash Account" and 

placed in one of the investment funds designated below. The 

share of the income for this account shall be credited to 

S E C 0 N D R E A D l N G 
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the general fund. If within the list hereinafter of separate 

2 investment funds, more than one investment fund is included 

3 which may be held JOintly with others under the same 

4 separate listing, all investments purchased for that 

5 separate investment fund shall be held jointly for all the 

b accounts participating therein, which shall share al1 

7 capital gains and losses and income pro rata. Separate 

a investment funds shall be maintained as follows: 

9 (1) the trust and legacy fund• including all public 

10 school funds and funds of the Montana university system and 

11 other state institutions of learning referred to in sections 

12 2 and 10, article x, of tne 1972 Montana constitution, and 

13 all money referred to in section 79-410 (8); 

14 (2) a separate invest~ent fund, which may not be held 

15 jointly with other funds• for money pertaining to each 

16 retirement or insurance system no~ or hereafter maintained 

17 by the state, includjng those now maintained under the 

18 following statutes: 

19 {a) the highway patrol men's ret i rement system 

20 described in title 31• chapter 2; 

21 (b) the public employees' retirement system described 

22 in title b8; 

23 {c) the gam€ ~ardens' retirement system described in 

24 title 68, chapter 14; 

25 (d) the teachers' retirement system described in title 

-2- HB 392 
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75, chapter b2; and 

(e) the industr-ial dCC i dent jnsurance program 

described in title 92o chapter 11; 

( 3) a pooled investment fund. including all other 

accounts within the treasury tuna structure established by 

section 79-410; 

(4) a fund consisting of gifts, donations, grants, 

legacies. bequests, devises and other contrJbuttons made o~ 

given for a specific purpose or under conditions expressed 

in the gift. donation, grant, legacy. bequest, devise or 

contribution on the part of the state of Montana to be 

observed. If such gift, donation. grant, legacy, bequest, 

devise, or cont~ibution permjts •nvestment• and is. not 

other~ise restricted by its terms, it may be treated jointly 

with other such gifts, donations, grants, legac•es., 

bequest~, devises, or contributions; e"d 

~__a__funa__~n~i~in~-2f__tb~--~2al __ ~~~Lan~~-~ 

~~tLQ~~llg~t~g_tn~~tQ_ung~-~~~i2n_2L--!Lt~~-1XL 

2i-t~2~~2o~l~tl2n~-ana 

t5t~ such additional investment funds as may be 

expressly required by lawt or may be determined by the ooard 

of investments to be necessary to ful f i 11 fiduciary 

responsibilities of the state ~ith respect to funds from a 

particular source." 

Section 2. Sect,on 79-3LO, R.C.M. l947, is amended to 

-J- Hil 392 
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read as follo .. s: 

"79-310. Permjssibl~ investments. (l) The follo .. ing 

securities are permissib)e investments for all 

funds referred to in 79-309, except as indicated: 

investment 

[d) any securities authorized to be pledged to secure 

deposits of public funds under 79-307 of this act; 

(b) bonds, notes, debentures, equipment o~l igations. 

or any other kind of aosolute oo• igation of dny corpcration 

organized and operating in any state of the United States. 

or in Canada if the obligations purchased are payable in 

United States dollars; provided that all investments under 

subsection (b) must oe rated by one (1) nationally 

recognized rating agency among the top third of their 

quality categories, not applicable to defaulted bonds; 

(c) com01ercial paper of prime qudl ity, dS defined by 

one [l) nationally recognized rating agency. issued Dy any 

corporation organtzed and operating 

UnitFd States, provined that: 

in any state of the 

[;) such securities mature in two hundr~d seventy 

(270) days or less; and 

{ij) the issuing corporat5on, or the par€nt company of 

a fjnance subsidiary issuing commercial ~aper. at the time 

of the last financial reporting period, had a ratio of 

current assets to cur-rent l •ab•l it ies, jnclud•ng amonq 

current l iabil itjes lonq-term acDt maturing within one (1) 

-<.- H!l 392 
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year, of at least one and one-half [1 1/2) to one (1)i ana 

had received net income averaging one ~illion dollars 

(S1,000,000) or more annually for the preceding five (5) 

years; and 

(iii) no investment may be made at any time under 

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

investments in any jnvestment fund to exceed ten percent 

(10%) of the book value of such fund, or would cause the 

co~mercial paper of any one corporation to e~ceed two 

percent {2%) of the book value of such fund; 

(d) bankers' acceptances guaranteed by any bank having 

its principal office in any state of the United States and 

having deposits in excess of five hundred mill ion dollars 

cssoo,ooo,ooo); 

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

loan associations. ana savings and loan associations located 

in the state of Montana, provided, however• that the board 

of investments shall require pledged securities as specified 

in section 79-301 ~~t-_fgL--in~~~~--21--t~~ 

~~erance ~~~LY~t_i~; interest on said deposits shall 

not be less than the prevailing rate of interest being paid 

on deposits of private funds; 

(f) unencumbered real property and first mortgages on 

unencumbered real property, provided that: 

(i) no such mortgage shall be purchased unless: 

-5- HB 3'12 
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(A) 

mortgage 

the principal amount of the loan secured by the 

is seventy-five percent [75%) or less of the 

appraised value of the property; or 

(B) thirty percent (30%) or more of the loan secured 

is guaranteed or insured in the event of default by the 

United States of America or an agency thereof; or 

(() the mortgagor has leased the mortgaged property to 

a person, firm, or corporation whose rental payaents under 

the lease are guaranteed for the full ter• of the loan by an 

agency of the United States; and 

(ii) no investment shall 

subsection (f) which would cause 

be ~ade at any time under 

the book value of such 

jnvest•ents in any invest~ent fund to exceed fifty percent 

(50%) of the book value of such fund. 

(2) Investments from the pooled invest•ent fundt shall 

be restricted to fixed income securities described in 

subsections (a) to (e) above. 

(3) Retirement funds, only, 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 ten mill ion dollars (SlO,ooo,ooo); and 

(b) if the investment is preferred stock, the 

corporation's aggregate earnings available for payment of 

interest and preferred dividends, for a period of five (5) 

-b- Hil 392 
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consecutive years immediately before the date of in~estmento 

have been at least one and one-half (1 1/2) times the 

aggregate of interest and preferred dividends required to be 

paid during this period; and 

(c) if the investment is coamon stocko 

(i) the stock has paid cash dividends in each of at 

least five (5) years immediately before it is purchased; and 

(ii) the aggregate earnings of the corporation during 

this period which were available for payment of dividends on 

co•MOn stock were at least equal to the aggregate of the 

cash dividends paid thereon; and 

(iii) not more than two percent (2%) of the assets of 

any retirement fund may be invested in co~mon stocks or in 

fixed inca.e securities convertible into co•aon stock not 

conforaing to the dividend and earnings standards stated in 

paragraphs (i) and (ii) above. so long as the corporation 

maintains the asset value required in subsection (a) and 

e~idences appropriate growth potential and probable earnings 

gain; and 

(d) no investment may be made at any time under 

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

in~estments in any retirement fund to exceed twenty percent 

(20%) of the book value of such fundo or would cause the 

stock of one corporation to exceed one percent (1%) of the 

book ~alue of such retirement fund. 
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Lil--'~1-~~~L~ake-~&-~ll~~~lao~_Qntx~_allg~~t~J __ ~a 

t~~--LYGU--~~~bli~D~Q-~oaer_l2~U2i2LL-ma¥_ba_ln¥e~tau_golx 

lD-tb~~~Lltla~_ga~~Llbag_lo_~~b~'tiQo__illL~L__gf__thi~ 

~ektlgn.__ro~ __ agaLu__gf_in¥~t~nt~-~h~ll_~all~t-QuaL~eLlt 

s;.am~tl tltt_ui.aLf.J:. ;;un_~gnk.aaa _Ll!!aou il.l_irl.Hl ~tlan :u. __ t.h ~ st 

i~ti~t.l~~-wltn-t~llll-La~~Ls;.~-lnul¥iuuall¥-st&~stulo~!ba 

milll~--mat--Dl.a_oa_naLf_tna_!wu~-a~aila~l~-faL_l~~~tm~t 

a~.a-tna~-i~tl~~ao~--~itn __ ~a~al--L~~ouL;~~--inui¥La~all¥ 

l.! !li1ll_!fi.ILulli21l..U~lUlL.llD-t~tbat..-hllllt& ltiL6.IQS._.i!:! ~L. 

aL~&l!~_A~_aL_~J~eANL~Q __ dl_~~~JR3fNl __ El~lAL. 

S.TA!faf~~_f~d__Q~AR!~ft _ _!~f_El~!~~lAL._lHilllUllQ~-~~-a~ 

AkL~~IL~-A~!aJU~-NYL_!IL~!~ffQ~l__QE __ lli--IUIAL. 

llcf..f.~liL_!:!lltL_lt!L_!QIAL~f.eQiliL_f&Q!L_ld.ILEU;:tQJ:IJ.!_IJ 

f~~IL~l_!l_A_BAN~~_s!~IH~S.-A~-LJA~L~&-aUlLQl~~_!NQ_LJA~ 

lJ.!AL~~~ll~-A~Y~~~YS._~Ql_US.fQ_l~-D~f-~Aif~Q!X-~lL.L_~~ 

QFFf&fD __ LQ __ lti~ _ _Mf~dt~S. __ JE_l~-Qlti~R-k!I~~JB~~-MJ~~X~-~QI 

l.!UILl!LUld.E&__!ili •. L~LL.N.i.Ell~-llLI!!E._lQARILHI __ lt!E._JlJR!ML. 

aA.M!tf!L-A!iQ __ ilE!:f!!.f.IL_i!L_lt!f __ lHl_L..!illl~t. Ib.a_aauu_~olllll 

L~!tl:~-tlHL.!.l~tlt-t;)._~~w.t.-lllot_gL_illL~.Llb __ lliQ;L_ta___g;;kiUl.t 

~!U2lii! __ !U~--tl:!!U[_I:.QO~iQU __ tg __ b~_.L.:Lt.bst_ll~H-il.~lK~t~-Q[ 

M~taaa&-li-t.b.~~aaE.II_raJas;.t~_all_biQ~~-lt_~a~-t~~n__ln¥~~1. 

~~--LY~i__fQL-WDikb_ng_~ff.ikii!Dt_Qig~_Dlll¥i!-~st~D-L~i:.~i~~g~ 

lll~ll~Lmitt~~-uoa~t-~b~stktian~_illial __ tb.La~gl._-illiUls __ Eat 

tali-_f.Ynd~Lx~-~Ukb._l~stlitm~nt~-~nall_b~-~aa~id~Lad_ali_~a 

~ni~--~o__gf aeuaea~~ ~QQQ ___ E!llt!~ ___ j.L~s;.r~ti2D1 ___ aoj 
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jntelli~~--£&eL~~~--ln _ _tn~_mungs~m~nt__Qf__1h~L--~ 

2 utl~~f.Q.L.liw:~.uL:It..UmJ&Lfar_irll!!itS.tmenL. 

3 t~tL21 The state board of investments shall endeavor 

4 

5 

to direct the state•s investment business to those 

investment firms, and/or banks, which maintain offices in 

b the state and thereby make contributions to the state 

7 economy. Further, due consideration shall be given to 

B investments which ~ill benefit the smaller communities in 

9 the state of Montana. The state's investment business will 

10 be directed to out-of-state firms only when there is a 

ll distinct economic advantage to the state of Montana." 

-End-
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