45th Legislature LC 0903/01 tC 0903701
1 _____L BILL NDe ﬁg 1 the general fund. If within the list hereinafter of separate
2 INTRODULED BY _g!‘&gzg' ‘ 2 investment fundss more than one investment fund is included
3 ) 3 which may be held jointly with others under the same
4 A BILL FOR AN ACY ENTITLED: “AN ACT PROVIDENG FOR THE (OAL 4 separate listings .all investments purchased for that
5 TAX TRUST FUND WITHIN THE UNIFIED INVESTHMENT PROGRAM; 5 separate investment fund shall be held jointly for 31l the
6 DIRECTING THE INVESTMENT OF THE FUND [IN MONTANA TFINANCIAL [} accounts participating thereins which shall share all
T INSTITUTIONS; AMENDING SECTIONS 79-309 AND 79-310s RelaMa 7 capital gains and loss2s and income pro rata. Separate
8 1947" 8 investment funds shall 2e maintained as follows:

9 9 () the trust and legacy funds including 3all public
10 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA: 10 school funds and funds of the Montana university system and
11 Section le Section 79-309s ReleMs 1947y is amended ta 11 other state institutions of learning referred to in sections
12 read as foliows: 12 2 and 10y article Xy of the 1972 Hontana constitutions and
13 *79-309. Investment fundse For each treasury fund 13 all money referred to in section 79-410 (8);

14 account into which state funds are segregated by the 14 {2) a separate investment fundy which may not be held
15 department of administration pursuant to section 79-413s 15 jointly with other fundsy for money pertaining to each
16 individual transactions and totals of all investments shall 16 retirement or insurance system now or hereafter maintained
L7 be separately recorded to the extent directed by the 17 by the states including those now maintained under the
18 department. Howevers the securities purchased and cash on 18 following statutes:

19 hand for all treasury fund accounts not otherwise i9 (a{ the highway patrolments retirement system
20 specifically designated by law or by the provisions of a 20 described in title 31y chapter 2;

21 gifty donationsy grants legacys 'bequest or devise from which 21 {b) the public employzes® retirement system described

22 the fund account originates to be invested shall be pooied 22 in title 6€;

23 in an account to be designatea “Treasury Cash Account™ and 23 (c) thne game wardens® retirement system described in
24 placed in one of the investment funds designated pelowe The 24 title 68+ chapter 14;

25 share of the income for this account shall be credited to 25 (d} the teachers® retirement system described in title
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75+ chapter 62; and

{e) the industrial accident insurance program
described in title 92+ chapter 1l1;

{3) a pooled investment funde including all other
accounts within the treasury fund structure éstablished by
section 79-410;

(4) a fund consisting of giftse donationse grantss
legaciesy bequestss devises and other contributions made or
given for a specific purpoese or under conditions expressed
in the gifty donations grantsy legacys bequests devise or
contribution on the part of the state of Montana to be
observede If such gifty donations grants legacys bDequesty
devises or <contribution permits investments and is not
otherwise restricted by its termss it may be treated jointly

with other such qiftss donations, grantse legaciess

bequestss devisessy or contributions; and

of the Mgntana constitution; and

+5¥{6) such additicnal investment funds as way ba
expressly required by laws or may be determined by the board
of investments to be necessary .to fFulfill fiduciary
responsibilities of +the state with respect to funds from 3
particular sourcee.™

Section 2« Section 79-310s ReCaMe 1947y is amended to
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read as follows:

"79-310. Permissibile investmentse 1) The following
securities are permissiole investments for all investment
funds referred to in 79-309s except as indicated:

{a) any securities authorized to be pledged tc secure
deposits of public funds under 79-30f of this act;

{b} bondss notess debanturesy equipment obligations,
or any other kind of absclute obligation of any corpoerztion
organized and operating in any state of the United Statesse
or in Canada if the obligations purchased are payable in
United States dollars; provided that al?! investments under
subsection {b) must be rated by one {1) nationally
recognized rating agency among the top third of their
quality categoriesy not applicable to defaulted bonds;

{c) commercial paper of prime qualitys as defined by
one {1) nationally recognized rating agencys issued by any
corporation organized and operating 1in 2any state of the
United Statess provided that:

{i) such secyrities wmature in two hundred seventy
{270} days or less; and

{(ii} the issuing corporations or the parent company of
a finance subsidiary issuing commercial papery at the time

of the 1last financial reporting periods had a ratio of

" current assets to current liabilitiess including among

current liabilities Jlong-term debt maturing within one (1)

—y—
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years of at least one and one—half {1 1/2) to one (1);3 and
had received net income averaging one million dollars
($1+000,000) or more annually . for the preceding five (5}
years; and

tiii) no investment may be made at any time under
subsection (c) which would cause the book wvalue of sucn
investments in any investment fund to exceed ten percent
{10X) of the book value of such fundey or would cause the
commnercial .paper of any one corporation to exceed two
percent {2%) of the book value of such fund;

{d) bankers*® acceptances guaranteed by any bank hawving
its principal office in any state of the United 5States and
having deposits in excess of five hundred million dollars
($50092000.0C0)3

(e} interest—-bearing deposits in bankss building and
loan asscciationss and savings and loan associations located
in the state of Montanas provideds howevers that the ooard
of investments shall require pledged securities as specified
in section 79-301 except for iavestments of the cgal
seyerance tax _trust funds; interest on said deposits shall
not be less than the pravailing rate of interest being paid
on deposits of private funds;

(f) wunencumbered rezal property and first mortgagas on
unencumbered real propertys provided that:

(i} no such mortgage shall be purchased unless:
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{4} the principal amount of the loan secured by the
mortgage is seventy—five percent (75%) or 1less of the
appraised value of the property; or

{B) thirty percent (30%) or more of the 1loan secured
is gquaranteed or insured in the event of default by the
United States of America ar an agency thereof; or

{C) the mortgagor has leased the mortgaged property to
a persons firmy or corparation whose rental payments under
the lease are guaranteed for the full :term of the loan py an
agency of the United States; and

{ii} no iénvestment shall! be made at any time under
subsection (f) which would cause the book value of such
investments in any investwent fund to exceea fifty percent
{50%) of the book walue of such funde

{2) Invesiments from the pooled investment funas shall
be restricted to fixed income securitiss described in
subsections (a) to {e) above.

{3) Retirement fundss onlysy may be invested in
prefarred and common stocks of any corporation organized and
operating in any state of the United Statz2ss provided that:

[3a) the <corporaticn has assets of a value not less
than ten million dolltars ($1G»000,000); and

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

interast and preferred dividendsy for a period of five ({5}
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consecutive years immediately before the date of investment,
have been at 1least 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 common stocks

(i) the stock has paid cash dividends in each of at
teast 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
common stock were at least aqual to the aggregate of the
cash dividends paid thereon; and

(iTi} not more than two percent {2X) of the assets of
any retirement fund may be invested in common stocks or in
fixed income securities convertible into common stock not
conforming to the dividend and earnings standards stated in
paragraphs (i} and (ii) aboves so long as the corporation
maintains the asset value required in subsection {a) and
evidences appropriate growth potential and probable .earnings
gain; and

{d) no investment may be made at any tiwe under
subsection {3) which would cause the book vatue of such
investments in any retirement fund to exceed twenty percent
{20%) of the book value of such fundes or aould cause the
stock or one corparation to exceed one percent (1%} of the

book value of such retirement fund.
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ithe Ffund established under 79-309(5}. may Lo investad only
ip the securities described ig sybsection (l){e} of iLhis
sections The board of investwents shall solicit guarkerly
comgetitive bids from Montana financial institutions: those
ingtitytions with total resources individually exceeding 360
million may bid on half ihe funds oyailable for invesimzni
and those jinstitubions with totol_ . rescurces indiwviduakly
reserve . the right to reject any or all bids dod to accept
those bids they consider €0 be in _the best intecests of
Monfanas If _the board rejects all bidss it may then invest
the funds for which no sufficieot bids have . been  recejveds
as . _persitted upder _subdections (1}fa} through (llid)« FoEr
this fudd ‘oqlys sdch investments shall be considered as one
which _men __of prudences Jiscretions _and  inteiligances
speculatidon Dut for investments

44%¥{5) The state board of investments shall endaavor
to direct the state's investment business to ihose
investment firmsy and/or banksy which maintain offic2s in
the state and thereby make contributions to th: state
economys Furthers due consideration shall be given to
investments which will benefit the smaller 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
distinct economic advantage to the state of Montana.®

~End-
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Approved by Committee
on State Administration
HOUSE BILL NOe 392

INTRODUCED BY TOWER, STOBIEe BARRETT

A BILL FOR AN ACT ENTITLED: ™AN ACT PROVIDING FOR THE COAL
TaXx TRUST FUND WITHIN THE UNIFIED INVESTMENT PROGRAM;
DIRECTING THE INVESTMENT OF THE FUND [N MONTANA FINANCIAL
INSTITUTIONS; AMENDING SECTIONS 79-309 AND 79-310s ReC.M.

194T."

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

Section le. Section 79-309s R.C.M, 19474 is amended to
read as faollows:

*79-309., Investment fundse. For each treasury fund
account into which state funds are segregated by the
gepartment 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. Howevers the securities purchased and cash on
nand for all treasury fund accounts not otherwise
specifically designated by law or by the provisions of a
gifts donations granty leyacys bequest or devise from wnich
the fund account originates to bDe invested shall be pooled
in an account to be designated "Treasury Cash Account®™ and
placed in one of the investment funds designated belows The

share of the income for this account shall be credited to
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the general funde. If within the list hereinafter of separate
investment fundss more than one investment fund is included
which may be held jointly with others under the same
separate listings all investments purchased for that
separate investment fund shall be held jointly for all the
accounts participating thereinsy which shall share alt
capital gains and lesses and income pro ratae. Separate
investment funds shall be maintained as follows:

{1} the trust and legacy funds including all public
school funds and funds of the Montana university system and
other state institutions of learning referred to in sections
2 and 10+ article X+ of tne 1972 Montana canstitutions and
all money referred to in section 79-410 {8});

{2) a separate investment funds, which may not be held
jointly with other fundssy for money pertaining to each
retirement or insurance system now or hereafter maintained
by the states including those now maintained under the
following statutes:

{a) the highway patrolmen®s retirement system
described in title 3ls chapter 2;

{b} the public empioyees® retirement system described
in title 68;

{c) the game wardens' retirement System described in
title 68+ chapter 14;

{d} the teachers*® retirement system described in title

-2- H8 392



10

11

12

13

14

15

16

17

18

i9

20

21

22

23

24

25

HB 0392/02
TS5s chapter 62; andg
(e} the ingustrial accident insurance program
described in title 92y chapter 11;
{3) a pocled investment funds including all other

accounts within the treasury fund structure established by
section 79-410;

{4) a fund consisting of giftss donationss grantss
legaciess bequestse devises and other contributions made or
given for a specific purpose or under conditions expressed
in the gifts donations grants legacys bequests devise or
contribution on the part of the state of Montana to be
observede. If such gifts donations grants Jlegacys bequests
devises or contribution permits investments and is not
otherwise restricted by its termss it may be treated jointly
with other such giftss donationse grantse Yegaciess
bequestss devisess oOr contributions; and

{5) & fund consisting of the coal severange _Lax
collections allocated tnereio wnder sectign S5s Article JXs
of the Moptang constitutioni and

+53¥{&) such additionatl investment funds as may be
expressly required by laws or may be determinegd by the board
of investments to pe necessary to fulfilt fiductary
responsibilities of the state with respect to funds from a
particular source."

Section 2. Section T79-310y ReleMe t947y is amended to

-3~ HB 392
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read as follows:

®"79-310s Permissible investmentse. {l1) 7The following
securities are permissible investments Ffor all investment
funds referred to in 79-309s except as indicated:

(a} any securities authorizea to be pledged to secure
ceposi ts of public funds under 79-307 of this act;

(b} bondss notess debenturess eguipment obligationss
or any cther kind of apsoclute obligation of any corpcration
arganizec and operating in any state of the United Statess
or in Canada if the obligations purchased are payable in
United States dollars; provided that all investments under
subsection {b) must De rated by one (!} nationally
recognized rating agency among the top thira of their
quality categoriess not applicable to defaulted bonds;

(c} commercial paper of prime qualitys as defined by
one (1) nationally recognized rating agencys issued Dy any
corporation organmized and operating in any state of the
United Statess prowviaed that:

(i) such securities mature in two hundred seventy
{270} days or less; and

{ii) the issuing corporaticny or the perent company of
a finance subsidiary issuing commercial papers at the time
of the last financial reporting periods had 2 ratio of
current assets to current liabilitiesy including among

current Tiabilities long-term dgcbt maturing within one (1]

—f- HB 362
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yeary of at least one and one-half (1 1/2) to one (1); ang
had received net income averaging one wmillion dollars
{$190004000) 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 investment fund to exceed ten percent
(10X} of the book value of such funds or would cause the
commercial paper of any one corporation to exceed two
percent {2%) of the book value of such fund;

{d)} bankers® acceptances quaranteed by any bank hawving
its principal office in any state of the United States and
having deposits in excess of five hundred million dollars
{$500+000+000)3;

{e)} interest-bearing deposits in bankss building and
loan asscciationss and savings and loan associations located
in the state of Montanas provideds howevers that the board
of investments shall require pledged securities as specified
in section 79-301 except for iovestments of _the coal
seyerance _tax _trust fupndsi 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 propertys provided that:

{i) no such mortgage shall be purchased unless:
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(A) the principal amount of the loan secured by the
mor tgage ts seventy-five percent (75%) or less of the
appraised value of the property; or

{B) thirty percent {(30%) or more of the 1o0an secured
is guaranteed or insured in the event of default by the
United States of America or an agenéy therecof; or

(L)} the mortgagor has leased the mortgaged property to
a persone firme or corporation whose rental payments under
the lease are guaranteed for the full term of the lean by an
agency of the United States; and
{ii) no investment shall be made at any time under
subsection {f) which would cause the book wvalue of such
investments in any investment fund to exceed fifty percent
(50%) of the book value of such funde

(2} Investments from the pooled investment fundy shall
be restricted to fixed income securities described in
subsections {a) to {e} aboves

{3} Retirement fundss onlyy may be invested in
preferred anc common stocks of any corporation organized and
operating in any state of the United Statesy provided that:

{3) the corporation has assets of a value not ltess
than ten miltion dollars ($10,0004000}); and

{b} if the investment is preferred stocks the
corporation®s aggregate earnings avaitable for payment of

interest and preferred dividendses for a period of five (5)

—f— HB 392



10
1l
12
13
14
15
16
17
18
19
20
21
22
23
24

25

HB 0392/02

consecutive years immediately before the date of investments
have been at Jleast 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 Common $tocks

{i} the stock nas 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 oa
common stock were at least equal to the aggregate of the
cash dividends paid thereon; and

(¢ii) not wmore than two percent (2%) of the assets of
any retiremént fund may be invested in common stocks or in
fixed income securities convertidle into commen stock not
conforming to the dividend and earnings standards stated in
paragraphs (i} and (ii} aboves so long as the corporation
maintains the asset value required in subsection (a) and
evidences appropriate growth potential and probable earnings
gain; and

{d) no investment may be made at any time under
subsection (3} which would cauvse the book value of such
investments in any retirement fund to exceed twenty percent
{20%) of the book value of such fundsy or would cause the
stock of one corporation to exceed one percent (1%) of the

book value of such retirement funde
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{4} _Coal seyverance tax collections_ onlys allocated _%2
the _fund _established Jnder 79-302{5)s may ba_invested ooly
in _the securitigs dascribed in _subsection _fillfe) of _this
spections _Fne__goard _of inwestments shadl soljcit duarterly
competitive bids from Montana fipancial institutilosi _Lhose
iastiturions with tatal resources iogdividually extezding 360
million. ®ay__Did oo balf_the funds awailable for_ iavestmant
and_tnose_iastitutions _with _tot3l _resouries _individaally
uader 360 pillion say Did opn tne oihar halfs IdE _BIOS SHALL
BE_IN WRITING AND BE _ALCOMPANRED_ _3Y_ & _CJRRENT _EINANCIAL
STATEMENT. EALH QUARTER _TWHE FINANCIAL INSTITURION WILL_BE
ALLOWED TO 31D ON AN AMJUNT NOQT TO EXCEED 3% _QF _ITS_  TOTaAL
DEPQSITS WITH THE _TOTAL _DEPDSITS _EROM TAIS FUND NJT T3
EXCEED 25X AV A DANKe SAYINGS AND LJANs QR BUJILDING AND_LJAN
TOVAL DEPQSITS. ANY MONCYS NOT USED IN_ONE CATEGORY WILL _BE
QEEERED TO _THE_ _MEMBERS__QJF TAf OTHIR CATSGIRY. MINEYS NOT
USED IN EITAER WILi BE INVESTED BY THE JOARD IN__EHE__NJIRMAL
MANNER _AND_QFFERED AT _THE_ NEXT LEITING. The aoard shali
reserve the right to reject any or all Dids apd L2 _aicept
tnose_  DRids_ they considar__tgo. De_ ia tha pest iaterests of
Montanae Jf the poard rejects all Dids. it may _tnea _iovest
tne funds for which ao sufficient bids have been receiveds
as_permitted under subsections (1)13) _theo4ga__{i)}{dls For
tpis _fund oniys sucb iny2stments_shall be considerad as ona

wnich men _of prudeace GOOD__ _EalTHy __discretiaos.__and

-8- HB 292
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intelligences exercise _in__the management of _their gwn
affairse not for speculation Dut for investmente

+4%¥£{5}) The state board of investments shall endeavor
to direct the state's investment business to those
investment firmss and/or bankss which maintain offices in
the state and thereby make <contributions to the state
economy. Furthers due consideration shall be given to
investments which will benefit the smaller coamunities in
the state of Montana. The state's investment business will
be directed to out-of-state firms only when there is a
distinct economic advantage to the state of Montanas™

~End-
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