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DIRECTING THE INVESTMENT OF THE FUND IN MONTANA 

MORTGAGES; AMENDING SECTIONS 79-309 AND 79-310o 

1947.• 

R.t.M. 

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

Section 1. Section 79-309, R.C.M. 1947• is a•ended to 

read as follows: 

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

account into which state funds are segregated by the 

depa~rtment of administration pursuant to section 79-413o 

individual transactions and totals of all investments shall 

be separately recorded to the extent directed by the 

depart-ant. 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 

gift, donation, grant, legacy, bequest or devise from 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 investeent funds designated below. The 

share of the income for this account shall be credited to 
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1 the general fund. If within the list hereinafter of separate 
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investment funds, more than one investaent fund is included 

which May be held jointly with others under the same 

separate listing, all investments purchased for that 

separate investment fund shall be held jointly for all the 

accounts participating thereino which 

capital gains and losses and income 

shall share all 

pro rata. Separate 

investnent funds shall be maintained as follows: 

{1t the trust and legacy fund, 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 the 1972 Montana constitution, and 

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

{21 a separate Investment fundo which may not be held 

jointly ~ith other fundso for noney pertaining to each 

retirement or insurance system now or hereafter maintained 

by the state, including those now 

following statutes: 

(a). the highway patrol ~~~en• s 

described in title 31• chapter Z; 

maintained under the 

ret I re•e nt system 

(b) the public eaployees• retirement system described 

in title 68; 

(c) tne game wardens• retirement system described in 

title b8, chapter 14; 

(dt the teachers• retirement system described in title 

-z-
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75, chapter 62; and 

(e) the industrial accident insurance progra"' 

described in title 92• chapter 11; 

{3) a pooled investment fund, including all other 

accounts within the treasury fund structure ~stablished by 

section 79-410; 

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

legacies• bequests, devises and other contributions made or 

given for a specific purpose or under conditions expressed 

in the gift, donation• grant, legacyo bequest, devise or 

contribution on the part of the state of Montana to be 

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

devise7 or contribution permits investment, and is not 

otherwise restricted by its terms, it may be treated jointly 

with other such gifts, donations .. grants, le<Jacieso 

bequests. devises, or contributions; aftd 

151 a fund consis~ing of the c~ severance ~ 

colleetfons :allocated thereto under secti~, A[ticle IX, 

2f the H2n1aDa CQOstjtution; and 

~tLRl such additional investaent funds as may be 

expressly required by lawt or •ay be determined by the board 

of investments to be necessary to fulfill fiduciary 

responsibilities of the state with respect to funds from a 

particular source.• 

Section 2. Section 79-310, R.C.H. 1947, is amended to 
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read as follows: 

•79-310. Per•issible investments. (I) The following 

securities are permissible investments for all investment 

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) bonds, notes, debentures, equipaent obligations, 

or any other kind of absolute obligation of any corporation 

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 investments 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) commercial paper of pri•e quality, as defined by 

one (1) nationally recognized rating agency, issued by any 

corporation organized and operating in any state of the 

United States, provided that• 

( I l such securities mature in two hundred seventy 

(270) days or less; and 

{ii) the issuing corporation, or the parent company of 

a finance subsidiary issuing co~mercial papero at the time 

of the last financial reporting period, had a ratio of 

current assets to current liabilities, including a•ong 

current liabilities long-term debt •aturing within one (1) 

-4-
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year, of at least one and one-half (1 1/2l to one (1J; and 

had received net income averaging one million dollars 

($1o000o000) or more annually for the preceding five (5) 

yearsi and 

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

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

investments in any investeent fund to exceed 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~) 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 •illion dollars 

($5oo,ooo,ooo); 

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

loan associations, and 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; 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) for all funds except the ~ tax trust fynd. no 

such mortgage ~he++ max be purchased unless: 
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(A) the principal amount of the loan secured by the 

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

appraised value of the property; or 

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

is guaranteed or insured in the event of default by the 

United States of America or an agency thereof; or 

(C) the mortgagor has leased the •ortgaged property to 

a person, firm, or corporation whose rental payments under 

the lease are guaranteed for the full term of the loan by an 

agency of the United States; and 

C i i) for alI fynds except the (oal ·tax ttust fund• no 

investeent ~he++ .a¥ be made at any time under subsection 

(f) which would cause the book value of such investments in 

any investment fund to exceed •~y--p~~-t50~t of the 

book value of such fund•~ 

Ciijl for the cgal tax tryst fund. nQ sgeb-•ortgage way 

be purchased unless: 

fA) the real orqperty is sin~Je-faailx~~qccupied 

resjdential or multifamily ~ substantial occypancv b¥ 

.bouseholds of Jess than Monuna medjan joc0111e" as defined b¥ 

rules of th? Montana board of bousjngi 

!B) the-l!!.!1Ltoage is ad111i ni St!!rgg_:tJn:1)ugh a "ant ana 

finanCial jnstitutjon with the adyjcg of the board of 

housing> 

KL___iW! state•s interest js guaranteed pr i~ured jn 
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~he eyent_gf_~t durjn~~Yll_teLm~e_mQLtgage by 

an agency_Qf_~jted Sta~Qf_~jca pr ijy a natjonally 

recognjzed mgrtgage insurance co•pany: 

(D} the sj!IQle interest paid by the mortgagor does not 

exceed 5% a year gn orjgjnal orjncipal pf SJQ,QQQ or ~ 

6% a year on original prj !K.ipal llL.Jwre than S30t000 and 

1ess than liOtOOQ; and 7% a year_on original principal _g£ 

more than s~o_a~~than S50tOOO: this fund may not 

purchase •ortgage jot~ exceedjog sso.ooo jn any sjngle 

proPerty; 

IE1 the interest recej~~_tbe state js not less 

than U: below the interest paid by tbtLII.Prt\jagor; and 

If) the principal awujnt of the loan ·secured _lllt--l.llJI 

m~a~e js Jess tbaD 9Ql__Qf-the~rais¢d yalue of tbe 

prop.ert:w; 

fiyl no person or his dependents may "take mgre than one 

sortga~e at the saae. tiae under thj~~tion. The 

attorney general shall enforce this prov~od shall 

handle any foreclosyr~roceeding~Quired by tne board -21 

investments. 

(2) Investments from the pooled investment fund, shall 

be restricted to fixed incoae securities described in 

subsections (a) to (e) above. 

(3) Retirement funds, only, may be invested in 

preferred and common stocks of any corporation organized and 

-1-

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

l3 

14 

15 

16 

17 

16 

19 

20 

21 

22 

23 

24 

25 

LC 0693/01 

operating in any state of the United Statest provided that: 

(a) the corporation has assets of a value not less 

than ten million dollars (Slo,ooo,ooo); and 

(b) if the inV'est.ment is preferred stocko the 

corporation•s aggregate earnings available for paymen~ of 

interest and preferred dividends. for a period of fiva (5) 

consecu~ive years im~ediat~ly befo~e the date of investmenty 

have been at least one and one-half (l 1/2) tiEes th~ 

aggregate of interest and preferred dividends required to be 

paid during this period; and 

(c) if the investment is common stock. 

(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 

common stock were at least equal to the aggregate of the 

cash dividends paid thereon; and 

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

any retirement fund may be invested in common stocks or in 

fixed income securities convertib1e into comzon stock not 

conforming to the dividend and earnings standards stated In 

paragraphs (i) and (ii) ajove, so long as the corporation 

~aintains the asset value required in subsection (a) and 

evidences appropriate growth potential and probable earnings 

gain; and 

-8-
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jd) no investment may be made at any time under 

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

3 investments in any retirement fund to exceed twenty percent 

4 (20%) of the book value of such fund, or would cause the 

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

6 book value of such retire•ent fund. 

7 (4} The state board of investments shall endeavor to 

8 direct the state•s investment business to those investment 

9 fir•s• and/or banks, whrch •aintain offices in the state and 

10 thereby make contributions to the state economy. Further, 

11 due consideration shall be given to investments which will 

12 benefit the smaller communities in the state of Montana. The 

13 state•s invest•ent business will be directed to out-of-state 

14 firms only· when there is a distinct economic advantage to 

15 the state of Montana.• 

-End-

-9-



STATE OF MONTANA 
REQUEST NO. ~58-77 ___ _ 

FISCAL NOTE 

Forrn RD-15 

In compliancn with a written request received _ __febr1,!!!1'__1] ______ ~-, 19 TL_, there is hereby s••bmitted a Fiscal Note 

fot ... _.House .RiiL482.. __________ .. pursuant to Chapter 53, Laws of Montana, 1965- Thirty-Ninth Le tslative Assembly. 

Background information used in developing this Fiscal Note is available from the Office of Budget and Program P1< ning, to members 

of the Legislature upon request. 

DESCRIPTION OF PROPOSED LEGISLATION: 

An act providing for the coal tax trust fund within the unified investment program : directing the inves,ment of the fund in 
Montana residential mortgages. 

ASSUMPTIONS: 

1. Investment income assumption - Investment amount available is $7,000;000 in FY 78 and an additional $12,000,000 in 
FY 79. Fund yield will be 5% under proposal and 8% under existing statutes. 

2. Expenditure assumption - One (1) additional FTE plus operating expenses will be required for underwriting loans. 

FISCAL IMPACT: 
FY 78 FY 79 

Estimated revenue at 8% yield - current law $ .560M $1.520M 
Estimated revenue at 5% yield - proposed law .350M .950M 

Reduction in revenue under proposed law $ .210M $ .570M 

Additional expenditures due to proposed legislation $26,400 $30,000 

LONG-RANGE IMPACT: 

As the principal available increases, the fund would be locked in at these rates and the income would be restricted accordingly. 

TECHNICAL NOTE: 

Safety of Portfolio - Ninety percent loans comprise a much more liberal equity requirement than is presently being followed 
by the Board ·of Investments. This counters the Prudent Man Rule that the Board of Investments operates under for the 
investment of other state funds. 

ft.-4 r--9 or, iT-- /-t---
BUDGET DIRECTOR 

Office of Budget and Program Planning ....._, 

Date: ---~.:.._d.,;J_::_2] _____ _ 
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INTRODUCED 3Y --= 

Approved b'yl 
on Business 

;~~L(~<~--~ ~~'~ 
A BILl FOR AN ACT ENTITl~'AN ACT PROVIDING FOR THE COAl 

TAX TRUST FUND WITHIN THE UNIFIED INVESTMENT PROGRAM; 
I ;_.A_-._ 

DIRECTING THE INVESTMENT OF THE FUND IN MONTANA RESIDENTIAl 

MORTGAGES; AMENDING SECTIONS 79-309 AND 79-310o R.C.K. 

1947." 

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

Section 1. Section 79-309o R.c.H. 1947o is amended to 

~ead as follows: 

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

account into which state funds are seg~egated by the 

depa~tment of adminlst~ation pursuant to section 79-4l3o 

individual transactions and totals of all investments shall 

be separately reco~ded to the axtent di~ected by the 

depa~taent. Howeve~o the secu~ities pu~chased and cash on 

hand fo~ all treasu~y fund accounts not otherwise 

specifically designated by law o~ by the p~ovisions of a 

gifto donation, granto legacy, bequest or devise from which 

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 t~ D R E A D l N G 
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tne gene~al fund. If within the list hereinafte~ of separate 

2 investment fundso mo~e 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 pa~ticipating therein, which shall sha~e all 

7 capital gains and losses and income pro rata. Separate 

B investment funds shall be maintained as follows: 

9 {1) the trust and leyacy fundo including all public 

10 school funds and funds of the Montana unive~sity system and 

11 other state institutions of lea~ning refe~red to in sections 

12 2 and lOo article Xo of the 1972 Montana constitutiono and 

13 all .aney refe~~ed to in section 79-410 (8); 

14 {Z) a separate investftent fundo which may not be held 

15 jointly with othe~ fundso for ftoney pertaining to each 

16 retirement or insurance system now or heraafter maintained 

17 by the stateo including those now maintained under the 

18 following statutes: 

19 {a) the highway patrolmen•s reti re10ent system 

20 described i~ title 3lo chapter 2; 

21 (b) the public em~loyees• ~etirement system described 

22 in title 68; 

23 (c) tne game wardens• retirement system oesc~ibed in 

24 title &B. chapter 14; 

25 (d) the teachers• reti~ement system described in title 

-2-
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75, chapter 62; and 

(e) the industrial accident insurance program 

described in title 92, chapter 11; 

(3~ a pooled investment fund, including all other 

accounts within the treasury fund structure established by 

section 79-410; 

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

legacies, bequests. devises and other contributions made or 

given for a specific purpose or under conditions expressed 

in the gift, donationo granto legacy. bequesto devise or 

contribution on the part of the state of Montana to be 

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

devise, or contribution permits invest~~~ent, and is not 

otherwise restricted by its terms, it may be treated jointly 

with other such giftso donations, grantso legacies, 

bequests, devises, or contributions; eftd 

lSI a fynd consisting of the cQJl.L seygran~Llll. 

collectfons allocatgd tb§ret::o yndgr sectian_2I- Atticle lX1 

of the ~on£ana coostjtytjon; ang 

t5tL2} such additional investment funds as may be 

expressly required by Jawo or may be determined by the board 

of investments to be necessary to fulfill fiduciary 

responsibilities of the state with respect to funds from a 

particul~r source.• 

Section 2. Section 79-310, R.C.K. 1947o is amended to 
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read as follows: 

"79-310. Permissible investments. (1) The following 

securities are permissible investments for all invest~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, equipment obligations, 

or any other kind of absolute obligation of any corporation 

organized and operating in any state of the United St~tes, 

or in Canada if the obligations purchased are payable in 

United States dollars; provided that all investments under 

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

recognized rating agency a•ong the top third of thei~ 

quality categories, not applicable to defaulted bonds; 

(c) co.-ercial paper of prime quality, as defined by 

one (1) nationally recognized ~ating agency, issued by any 

corporation organized and operating in any state of the 

United States. p~ovided that: 

(i) such securities ~tu~e in two hundred seventy 

(270) days o~ less; and 

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

a finance subsidiary issuing co•mercial paper, at the time 

of the last financial ~eporting period, had a ratio of 

current assets to current liabilities, including 3mong 

current liabilities long-term debt •aturing within one (1) 

-4-
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year, of at least one and one-half (1 1/21 to one (l)i and 

had received net income averaging one million dollars 

(SloOOOoOOO) or more annually for the preceding five (5) 

yearsi and 

(iii) no investment may be 6ade at any time under 

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

investments in any investment fund to exceed ten percent 

(10%) of the book value·of such fundo or ~ould cause the 

commercial paper of any one corporation to exceed 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 •illion dollars 

(S500o000o000); 

(e) interest-bearing deposits in bankso building and 

loan associations, and savings and loan associations located 

in the state of Montana, provided, ho~ever, that the board 

of investments shall require pledged securities as specified 

in section 79-301; interest on said deposits shall not be 

less than the prevailing rate of interest beiny paid on 

deposits of private funds; 

(f) unencumbered real property and first mortgages on 

unencumbered real property, provided that: 

( i) for all funds e~t.h!Lcoal ·tax tryst fyndo no 

such mortgage 5fte•+ max be purchased unless: 

-5-
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(A) the principal amount of the loan secured by the 

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

appraised value of the ~roperty; or 

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

is guaranteed or insured in the event of default by the 

United States of America or an agency thereof; or 

(L} the mortgagor has leased the mortgaged property to 

a persono firm, or corporation whose rental payments under 

the lease are guaranteed for the full term of the loan by an 

agency of the United States; and 

{ii} for all funds excgpt the Coal tax truSt -fuodt no 

investaent she++ ~ tie •ade at any time under subsection 

(f) which would cause the book value of such investments in 

any investment fund to exceed ~++ey--p@reent--t50%~ of the 

book value of such fund•i 

riijl for the coal tax .truSt fyod, ng sucb agrtgage •a¥ 

be purchased unless: 

tAl the real property is sjngle=faailx~a£~~ 

residential or multifamily ~ sybstaotja! occupancy by 

bousehgld~ less than Mon~ medjan incoge, as defjned by 

rules of the Montana bgard of hoysjngi 

!Bl th~~gage is ad!iOist~~LQygh a Hoqtana 

financial instjtytjon with~ adyjce of the board of 

hoys!ogi 

.!L..L.J..!:lil__lllle' s ; nterest i s~m~lLDJ:-La:iw:.esLJ.a 

-6-



2 

3 

4 

5 

b 

1 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

ll 

22 

23 

24 

25 

LC 0693/01 

~he eyent_gf_~fault during the fy!! term of tb~Lt~~ 

au agency of the United States of ~;ca or by a nationally 

rgcQgnlzed pgrtga~e insurance COMpany~ 

IPI the siwgle j nterest gajd by the mprtgagor does not 

exceed 5% a year on orjgjnal prjncjoal gf ~S3Q,QQO oc ~ 

tt:t a year on orjgjna] prjocipal of JIOre 'than S30oOQO and 

1ess than S40!000: and 7% a_yeaL pn original principal -2[ 

more than .SiQ,QQO and les~than S50~o this fund •av not 

purchase •ortgage jot~ exceeding sso.ooo in any single 

prooerty; 

lEJ the interest rg,ejygd by ~e state js ·not le$s 

than l:t ·beJpw the interest gajd by the •ortgagpr; and 

ffJ· the prjocjpal a.aunt of ·the lpan secured by the 

~age ;s less than 9Ql__gf the appraised yalue of tbg 

prope(ty: 

ljyl ng person or hji deoendents •ax·take •ore •than one 

mortgage at the sape time under this sub~n. The 

attorney general shall enforce tbjs prpyjsjon aod shall 

hapdle ap~ to~ure proceedinQ~gyjred by the bgard _pf 

.investments. 

(2) Investments from the pooled investment fund, shall 

be restricted to fixed incoae securities described in 

subsections (a) to (e) above. 

(3) Retireaent funds, only, may be invested in 

preferred and com.an stocks of any corporation organized and 
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operating in any state of the United States, provided that: 

(a) the corporation has assets of a value not less 

than ten million dollars ($10o000y000); and 

(b) if the inves't&Dent is preferred 

corporation•s aggregate earnings available for 

stock, the 

pay•ent of 

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

consecutive years immediat~ly before the date of invest~ent, 

have been at least one and one-half (1 l/21 times th~ 

aggregate of interest and preferred dividends required to be 

paid during this period; and 

(c) if ~he investaent is com.an stock, 

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

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

(ii) the aggregate earnings of the corporation duriny 

this period which were available for payment of dividends on 

common stock were at least equal to the aggregate of th~ 

cash dividends paid thereon; and 

(iii) not acre than two percent (2%) 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) a~ovet so long as the corporation 

~aintains the asset value required in subsection (a) and 

evidences appropriate growth potential and probable earnings 

gain; and 

-B-
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(dl no investment may be made at any time under 

2 subsection {3) which would cause the book value of such 

3 investments in any retirement fund to exceed twenty percent 

4 (20%} of the book value of such fund, or would cause the 

5 stock of one corporation to exceed one percent (lt) of the 

6 book value of sucn retirement fund. 

1 (4} The state board of investments shall endeavor to 

8 direct the state•s investment business to those investment 

9 fir•s• andfor banks, which maintain offices in the state and 

10 thereby Make contributions to the state economy. Furthero 

11 due consideration shall be given to investments which will 

12 benefit the smaller c~nities in the state of Montana. The 

13 state•s investment business will be directed to out-of-state 

14 firms only when there is a distinct economic advantage to 

15 the state of Montana.• 

-End-
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HOUSE SILL NO. ~82 

INTRODUCED !IY FA!IREGAo WALDRON, KEYSER, 

HEYERo FEDAo UNDEROALo SEIFERTo BURNETT, 

GERKEo O'CDNNELlo PISTORIAo SOUTHt HARKSo GOULD 

A Sill FOR AN ACT ENTITLED: •AN ACT PROYJDJNG FOR THE COAL 

TAX TRUST FUND WITHI~ THE UNIFIED INVESTMENT PROGRAHi 

DIRECTING THE INVESTMENT OF THE FUND IN MONTANA RESIDENTIAL 

MORTGAGES; AMENDING SECTIONS 79-309 AND 79-310o R.C.M. 

19~7.• 

BE IT ENACTED BY THE LEGISLATURE OF THE ~TATE OF MONTANA: 

Section l• Section 79-309o R.c.H. 19~7, is aaended to 

read as follows: 

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

account in~o which state funds are segregated by the 

depart~ent of ad~inistration pursuant to section 79-~13o 

individual transactions and ~otals of all investments shall 

be separately recorded to the extent directed by the 

de!)art•nent. 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 

gift, donation, grant, legacy, bequest or devise from which 

the fund account originates to be invested shall be pooled 

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

SECOND/ READING 
~t!C O.t1d /j.//;;1"~9 

HS ~82/02 

1 placed in one of the investment funds designated below. The 

2 share of the incoae for this account shall be credited to 

3 the general fund. If within the list hereinafter of separate 

~ invest•ent funds, more than one investment fund is Included 

5 which •ay be held jointly with others under the sa•e 

6 separate 1 isting1 all invest-nts purchased for that 

1 separate invest-nt fund shall be held jointly for all the 

B accounts participating therein, which shall share all 

9 capital gains and losses and inco.e pro rata. Separate 

10 investment funds shall be maintained as follows: 

11 (1) the trust and legacy fund, Including all public 

12 school funds and funds of the Montana university syste• and 

13 other state institutions of learning referred to in sections 

1't 2 and ta, article Xr of the 1972 Montana constitution, and 

15 all ~oney referred to in section 79-~10 (8)i 

lb (2) a separate invest.ant fund, which •ay not be held 

11 jointly with o~her funds, for money pertaining to each 

18 retirement or insurance system now or hereafter maintained 

19 by the stater including those now maintained under the 

20 follo~ing statutes: 

21 (a) the highway patrol~~~en•s retirement system 

22 described in title 31o chapter 2; 

23 (b) the public employees• retirement system described 

24 in title 68; 

2~ (c) the game wardens• retirement system described in 

-2- HB ~82 
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title 68, chapter l't; 

(d) the teachers• retirement system described in title 

75o chapter 62; and 

(e) the Industrial accident insurance program 

described in title 92o chapter 1•; 

(3) a pooled investment fund, including all other 

accounts within the treasury fund structure established by 

section 79-'tlO; 

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

legacies, bequests, devises and other contributions made or 

given for a specific purpose or under conditions expressed 

in the gifto donationo granto legacy, bequesto devise or 

contribution on the part of the state of Montan< to be 

observed. If such gifto donation, 

devise. or contribution permits 

grant, legacy, bequesto 

investaento and is not 

otherwise restricted by its terms, it aay be treated jointly 

with other such gifts, donationso grants, legacies, 

bequests, devises, or contributions; ~d 

!21--a fynd ~osistjng of the cpal severance tax 

cpllectjons allocated thereto under 5ectjgn 5. Article IX, 

~f the Montana cgnstjtutioni and 

~till such ··additional investaent funds as may be 

expressly required by lawo or may be determined by the board 

of investments to be necessary to fulfill fiduciary 

respon~ibl1 ities of the state with respect to funds from a 

-3- HS 482 
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particular source.• 

Section 2. Section 19-310, R.c.H. 19't7o is amended to 

read as follows: 

•79-310. Permissible investments. (1) The following 

securities are permissible investments for all investment 

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

(a) any securities authorized to be pledged to secure 

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

(b) bondso noteso debentures, equipment obligations. 

or any other kind of absolute obligation of any corporation 

organized and operating in any state of the United States, 

or in Canaoa if the obligations purchased are payable in 

United States dollars; provided that all investments under 

subsection (b) 

recognized rating 

•ust be rated by one (1) nationally 

agency among the top third of their 

quality categories, not applicable to defaulted bonds; 

(c) com•ercial paper of prime quality. as defined by 

one (1) nationally recognized rating agency, issued by any 

corporation organize~ 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 company of 

a finance subsidiary issuinq co~•ercial paper, at the ti.e 

of the last financial reporting period, had a ratio of 

-4- HB 't82 
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current assets to current liabilities. including a.ong 

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

year, of at least one and one-half (1 1/2) to one (1); and 

had received net inca.e averaging one •illion dollars 

($loOOOoOOO) or .ore annually for the preceding five (5) 

years; and 

(iii) no investment aay 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 

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

co .. ercial paper of any one corporation to exceed 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 aillion dollars 

(S500o000o000); 

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

loan associations, and savings and loan associations located 

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

of investments shall require oledged securities as specified 

in section 79-301; interest on said deposits shall not be 

less than the orevailing rate of interest being paid on 

deposits of private funds; 

{f) unencumbered real property and first mortgages on 

unencumbered real property, provided that: 

-5- HB 482 
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(i) LQL__all__fun~ except the coal tax trust tyoda no 

such aortgage 'he++ .ax be purchased unless: 

(A) the principal amount of the loan secured by the 

•ortgage is seventy-five percent (75%) or less of the 

appraised value of the property; or 

(2) thirty percent (30%) or aore of the Joan secured 

is guaranteed or insured in the event of default by the 

United States of Aaerica or an agency thereof; or 

(C) the mortgagor has leased the mortgaged property to 

a person, fir•• or corporation vhose rental payments under 

the lease are guaranteed for the full tera of the loan by an 

agency of the United States; and 

t i i) tor aJJ funds ·except the c;;oal tax trust fynda no 

investment she++ ~ be •ada at any tiae under subsection 

(f) which would cause the book value of such investments in 

any invest•ent fund to exceed ~--~een~-t50%t of the 

book value of such fund.~ 

fiji) tor tbe c;;oal tax tryst fund. go such -ortgage maY 

be purchased unless: 

LAI the real property js sjpgle-fa•jly owner oc;;cypied 

resjdeotial or ••ltjfaaily with substantial oc;;cypaocy by 

D~bg~_less tbap Montapa medjan jncoae• as defined by 

L.ul.~tne_Moptana boa['d of housing; 

.W~ R!Qrtgagg·- js administeretl thr0 ygh a Hoptana 

1~~41 institution with the adyjc;;e of the board of 

-6- H8 482 
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lJqysjogi 

~be state•s interest js guaranteed or Insured jn 

.tba.-ovent of default during the fylJ tere of the mrtgage by 

an as~ency of the Unites! States of &aerjca gr by a oatlonally 

CftCQgDi zed WPrtgage i Ospraocg CQIIpany; 

JI.K.Ud §I 0 !OOP Oft 

*I ll a 

ajd by the interest P 

:::==~:::::::~!l..n._aDX.o --re thM 

u - interests .ort.gage PIWYIJr:..cc;;~bawo.,s~e--

prgperty: 

(El the interest re(eiyed by tbe state Is not Jess 

tbap 11 below the int&rest paid by tbe pprtgaqori apd 

tEl the principal a-aunt of tbe lpan secured by tbe 

aprtgage js less than 901 of the appraised yalue of tbe 

prgpertJ: 

CiYI no ppr3on_pr his dependents may take more than goa 

mortgage ~ at the $a8e tjag yoder thi$ subsection. The 

attorney general sbe11 enforce tbjs prpylsign and §hal) 

handle any forecJqsure prgcgedjngs requjred by the bgard of 

inwest .. nts• 

(2} Invest~s fro• the pooled investaent fund, shall 

be restricted to fixed incoee securities described in 

subsections (a) to {e) above. 
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(3) Retireeent funds. only• aay be invested in 

preferred and co.-on stocks of any corporation organized and 

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

ta) the corporation bas assets of a value not less 

than ten eillion dollars (l10.000.000)i and 

{b) if the ,investeent is preferred stock• the 

corporation•s aggregate earnings available for payeent of 

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

consecutive years ift•ediately before the date of invest•ent, 

have been at least one and one-half {1 1/2) tiaes the 

aggregate of Interest and preferred dividends required to be 

paid during this period; and 

(c) if the invest .. nt is co .. on stock, 

{i) the stock bas paid cash dividends in each of at 

least five (5) years l ... diately before it is purchased; and 

{ii) the aggregate earnings of the corporation during 

this period which were available for payeent of dividends on 

coamon stock were at least equal to the aggregate of the 

cash dividends paid thereon; and 

(iii) not .ore than two peccant (21) of the assets of 

any retire~ent fund may be invested in co•.an stocks or in 

fixed inco•e securities convertible into co•aon 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 

-B- HB 't8Z 
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1 evidencgs appropriate growth potential and probable earnings 

2 gain; and 

3 

4 

(d) no invest•ent may be made at 

subsection (3) which would cause the book 

any ti•e under 

value of such 

5 investments in any retirement fund to exceed twenty percent 

6 (lOX) of the book value of such fund• or would cause the 

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

8 book value of such retire•ent fund. 

9 (4) The state board of investaents shall endeavor to 

10 direct the state•s investaent business to those invest•ent 

11 fir•s• andjor banks• which maintain offices in the state and 

12 thereby •ake contributions to the state, economy. Further, 

13 due consideration shall be given to investments which will 

14 benefit the s•aller com.unities in the state of Montana. The 

15 state•s investment business will be directed to out-of-state 

lb flr•s only when there is a distinct economic advantage to 

17 the state of Montana.• 

-End-

-9- HB 482 
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HOUSE 3Ill NO. 482 

INTRODUCED BY FABREGAo WALDRON, KEYSER, 

MEYER, FEDAo UNOEROAlo SEIFERT, BURNETT, 

~ERKEo O'CONNEll• PISTORIAo SOUTHo MARKS, GOUlD 

A Bill fOR AN ALl ENTITlED: •AN ACT PROVIDING fOR THE COAl 

TAX TRUST FUND WITHI~ THE UNIFIED INVESTMENT PROGRAM; 

DIRECTING THE INVESTMENT Of THE FUND IN MONTANA RESIDENTIAL 

MORTGAGES; AMENDING SECTIONS 19-309 AND 79-310t R.t.M. 

1947.• 

BE If ENACTED BY THE lEGISLATURE OF THE ~TATE OF MONTANA: 

Section 1. Section 79-309, R.C.M. l947o is aaended 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-~l3o 

individual transactions and totals of all investments shall 

be s~parately recorded to the extent directed by the 

de!>,Jrt,oent. Howev~r. the securities purchase<! and cash on 

hand for all treasury fund accounts not otherwise 

specificdly c!esignated by law or by the provisions of -> 

gift, donation, grant, legacy, bequest or devise fro111 which 

the tun~ acco~~t oriainAtes to be invL~ted shall be pooled 

in an .accouHt to b-e dPs ignated "Tre-asury :C as~1 Account• and 
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plac_ed in one of the investment funds designated below. The 

share of the incoae for this account shall be credited to 

the general fund. If within the list hereinafter of separate 

investment funds, more than one investment fund is included 

which ~ay be held jointly with 

separate 1 isting, all investlllents 

others under the sa111e 

purchased for that 

separate lnvestaent fund shall be held jointly for all the 

accounts participating therein, which 

capital gains and losses and inca.e 

shall share all 

pro rata. Separate 

investment funds shall be maintaine~ as follows: 

(lt the trust and legacy fundo including all public 

school funds and funds of the Montana university syste• and 

other state institutions of learning referred to in sections 

2 and 10, article Xo of the 1972 Montana constitution, and 

all money referred to in section 79-410 (Bii 

(2) a separate invest•ent fund, which Gay not be held 

jointly with other funds, for money pertaining to each 

retirement or insurance syste• now or hereafter maintained 

by the state, includin~ those now maintained under the 

following statutes: 

(a) the hiqhway patrol~~oen•s retir-ement system 

described in title 31, chapter 2; 

(bl the public employees• retirement system described 

in title b8; 

(c) thP. game wardens• retirement syste~ de~crihed in 

-2- Ha 462 
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title 6Bo chapte~ 14> 

(dl the teachers• reti~ement system described in title 

75o chapte~ 62; and 

(e) the industrial accident insurance progra<D 

described in title 92o chapte~ 1al 

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

accounts Nithin the treasury fund structure established by 

section 79-410; 

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

legacies, bequests, devises and othe~ contributions made o~ 

given for a specific purpose or under conditions expressed 

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

contribution on the part of the state of Montana to be 

observed. If such gifto donation, granto legacyo bequesto 

devise, or contribution permits invest .. nto and is not 

othe~Nise rest~icted by its ter.so it •ay be treated jointly 

Nith othe~ such gifts, donationso grants, legacies, 

bequests, deviseso or contributions; end 

121-~__funQ__~nsistjng gf the coal seygrance tax 

collection$ allocated thereto under 5ectjQQ 5a Article IX. 

of the MQntaoa cgnstltytjgn: and 

~ti2l such ~dditional invest.ent funds as may be 

exp~essly ~equi~ed by lawo or may be determined by the board 

of invest•ents to be necessary to ful fi 11 fiducia~y 

~esponsibilities of the state with respect to funds f~om a 
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particula~ source.• 

Section 2. Section 79-310o R.C.M. 1947o is amended to 

read as follows: 

"7?-310. Permissible investments. (11 The following 

secu~ities are pe~missible investments for all investment 

funds refe~~ed to In 79-309o except as indicated: 

(a) any secu~ities autho~ized to be pledged to secure 

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

(b) bondso notes. debentllreso equipaent obligations. 

or any othe~ kind of absolute obligation of any corporation 

o~ganized and ope~ating in any state of the United Stateso 

or in Canada if the ohligations purchased are payable in 

United States dolla~s; provided that all investments unde~ 

subsection (b) .ust be rated by one (1) nationally 

recognized rating agency among the top thi~d of their 

quality categories, not applicable to defaulted bonds; 

tc) co..ercial pape~ of prime quality, as defined by 

one (1) nationally recognized rating agency, issued by any 

corporation organized and operating in any state of the 

United States, p~ovided that: 

(il such securities Mature in two hund~ed seventy 

(270} days or less; and 

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

a finance subsidiary issuing comaercial papero at the ti .. 

of the last financial ~eporting pe~iodo had a ratio of 

-4- Ha 4a2 
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current assets to current liabilities, including among 

current liabilities long-term debt maturing within one {1) 

year, of at least one and one-half (l 1/2) to one (1); and 

h~d received net income averaqing one million dollars 

(iltOOO,OOO) or more annually for the preceding five (5) 

years; and 

(iii) no investment aay 

subsection (c) which would cause 

investments in any lnvestaent 

be made at any time under 

the book value of such 

fund to exceed ten percent 

(10'1 of the book value of such fundo or would cause the 

ca..ercial paper of any one corporation to exceed two 

percent (2~) of the book value of such fuhd; 

(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 Million dollars 

(5500,000,000); 

(e) interest-bearing deposits in banks. buildinq and 

loan associations, and 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 79-30li 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: 
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(i) LQL__all funds except the coal tax trust fynd. no 

such aortgaqe ~fte++ ~ be purchased unless: 

(A) the principal a~ of the loan secured by the 

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

appraised v~lue of the property; or 

(B) thirty percent {301J or •ore of the loan secured 

is guaranteed or insured In the event of default by the 

United States of America or an agency thereof; or 

(C) the ~ortgagor has leased the mortgaged property to 

a person, fir•• or corporation whose rental payaents under 

the lease are guaranteed for the full tere of the loan by an 

agency of the United States; and 

(ii) for all fyods except the coal tax trust funds no 

investment she++ .ax be eade at any time under subsection 

(f) which would cause the book value of such investments in 

any investeent fund to exceed +~--pePeeftt--t50~t of the 

book value of such fund•i 

(Iii) for the coal tax truSt funds no sych poctgage may 

be...purchased unless; 

iAl-~ real property js sjngle-famjly owner-occupied 

resjdeotial gr multifamily wjtb substantjal oc;cupancy by 

b~~ilQLQ1_~ess than Montana medjao jncQpes as defjned by 

LUl~~Hootaoa bgard of bousjog; 

~~ mortgagg- js administered through a Montana 

Linan~al~titytjon with the adyjce of the board of 

-b- HB 482 
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b!Wllu.gl. 

{kl__tbe__~ate 1 s interest is guaranteed or insured in 

~~vent of default «uLlDg the full term of the mortgage by 

an ageo~_gf_~~~~of ARe(ica_gr by a nationally 

r:~a..ized I!Qrtgage insurance COR!pany; 

.U 

Jess than 

•ore than uo.ooo and leu than sso.ogo; this fund •ay opt 

pyrchase aprtgage interests exceeding sso.ooo In any single 

property; 

(El the interest teCeiyed by the state is oot less 

.t,ban U below the interest pajd by the mortgagor; and 

(El the principal aaouot of the loan sectirgd by tbe 

ao.U • .UiUJM is less than 90l pf the apprai:ted yalue pf the 

prpperty; 

LiY) op perspn_gr his depgodgnt:t may take more than one 

BQLtgage ~ at the same tjmg yoder this subsection. The 

attorney general shall entocce tbii prpyisjop and shall 

~~ foreclosure prgceed•ng:t regy•r • · ed hy the bpard of 

inyestment$• 

(2) Investments from the pooled investment fund, shall 

be restricted to fixed income securities described in 

subsections {at to (e) above. 
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( 3) Ret i r e,,,. · funds, only, may be invested in 

preferred and common stocks of any corporation organized and 

operating in any state of the United States• provided that: 

lei the corporation has assets of a value not less 

than ten •illion dollars {Slo,ooo,oooJ; and 

{b) if the investment is preferred stock, the 

corporation•s aggregate earnings available for payment of 

inte~est and preferred dividends, for a period of five (5) 

consecutive years immediately before the date of investment., 

have been at least one and one-half (l l/2} times the 

aggregate of interest and preferred dividends required to be 

paid during this period; and 

(c) if the investment is coRmon stocko 

(i) the stock bas paid ~ash dividends in each of at 

least five (St years i~ediately before it is purchased; and 

(iit the aggregate earnings of the corporation during 

this period which were available for payMent of dividends on 

common stock were at. least equal to the aggregate of the 

cash dividends paid thereon; and 

(iii) not .ore than two percent {2~) of the assets of 

any retireRent fund may be invested in coamon stocks or in 
'--.... 

fixed incoae securities convertible into c~••on stock not 

conforming to the dividend and earnings standards stated In 

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

aaintains the asset value required in subsection {a) and 

-8- HB 482 
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1 evidenc9s appropriate growth potential and probable earnings 

2 qain; and 

3 (d) no investMent may be •ade at any time under 

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

5 investments in any retirement fund to exceed twenty percent 

b (20%) of the book value of such fund, or would cause the 

7 stock of one corporation to exceed one percent (l%) of the 

8 book value of such retireMent fund. 

9 (4) The state board of investments shall endeavor to 

10 direct the state's invest•ent business to those investMent 

11 fir•s• andtor banks. which aaintain offices in the state and 

12 thereby •ake contributions to the state. econo.y. Further 9 

13 due consideration shall be qlven to investments which will 

14 benefit the s•aller communities in the state of Montana. The 

15 state's investment business will be directed to out-of-state 

lb firms only when there is a distinct economic advantage to 

17 the state of Montana.• 

-End-
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