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1 1 the general funde If within the list hereinafter of separate
2 INTRODUCED 3Y = 2 investment fundss more than one investment fund is included
3 () ! / 4£ 3 which may be held jointly with others under the same
4 A BILL FOR AN ACT EMTITtEﬂ;;&;AN ACY PROVIDING FOR THE COAL 4 separate 1listings all investments purchased for that

5 TAX TRUST FUND WITHIN THE UNIFEED INVESTMENT PROGRAM; o 5 separate investment fund shall be held jointly for all the

] DIRECTING THE INVESTMENT OF THE FUND IN MONTANA RESIDENTIALVI - accounts participating thereins which shaill share ati

7 MORTGAGES; AMENDING SECTIONS 79-309 AND 79-310s ReleMs T capital gains and losses and income pro rata. Separate

8 1947T." 8 investment funds shall be maintained as follows:

9 9 {1} the trust and legacy fundes including all publtic
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 79-309y ReCeM. 1947y is amended to 11 other state institutions of learning referred to in sections
12 read as follows: 12 2 and 10y article Xy of the 1972 Montana constitutions and
13 ®79-309. Investment funds. 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) 2 separate Iinvestment funds which may not be held
15 department of administration pursuant to section T79-513, 15 jointly with other fundss for money pertaining to each

16 individual transactions and ‘totals of all investments shall 16 retirement or insurance system now or hersafter maintained
17 be separately recorded to the extent directed by the 17 by the statey including those now maintained under the
18 department. Howevers the securities purchased and cash on 18 following statutes:

19 hand for aly treasury fund accounts not otherwise i9 {al the highway patrolmen®s retirement system

20 specifically designated by law or by the provisions of a 20 described ia title 31y chapter 2;

21 gifty donationy grants legacys bequest or devise from which 21 {b) the public employees® retirement system described

22 the fund account originates to be invested shall be pooled 22 in title 68;

23 in an account to be designated "Treasury Cash Account™ and 23 (c} the game wardens® retirement system described in

24 placed in one of the investment funds designated belowe The 24 title 68y 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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T5s chapter 62; and

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

{3} a pooled investment funds including all other
accounts within the treasury fund structure established by
section 79—410;

(4} a fund consisting of giftsy donationss grantss
legaciess bequestse devises and other contributions made or
given for a specific purpose or under conditions expressed
in the gifts donations grants Jlegacys bequests devise or
contribution on the part of the state of Montana to be
observede If such gifts donations grants legacye bequests
devises oOr contribution permits investments and is not
otherwise restricted by its termss it may be treated jointly
with other such giftssy donationss grantse legaciess
bequestss devisese or contributions;: snd
coliections altocdted thereto under seéction S5 Article XK.
of the Montana constitution: and

+53{6} such additional investment Ffunds as may be
expressly required by lawey or may be determined by the board
of investments to be necessary to fulfily fiduciary
responsibilities of the state with respect to funds from a
poarticutar sourcee"™

Section 2. Section T9-310s ReLMe 1947y is amended to
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read as follows:

"79-310. Perrissible investmentse (1) The folliowing
securities are permissible investments for all investment
funds referred to in 79-309y except as indicated:

(a) any securities authorized to be pledged to secure
deposits of public funds under 79-30T7 of this act;

(b} bondss notess debenturesy equipment obligationss
or any other kind of absolute obligation of any corporation
organized and operating in any state of the United Stitess
or in Canada if the obligations purchased are payable in
United States dollars; provided that all investments under
subsection tb) must be rated by one (1) nationally
recognized rating agency among the top third of their
quality categoriess not applicable to defaulted bonds;

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

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

{ii) the issuing corporationsy or the parent company of
a finance subsidiary issuing commercial papers a3t the time
of the 1last financial reporting periode had a2 ratio of
current assets to current liabilitiess including among

current 1liabilities Jlong-term debt maturing within one (1)
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years of at least one and one—half (1 1/2} to one (l); and
had received net income averaging one million dollars
($1+0009000) 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
{10%) of the book value of such funds or would cause the
commercial paper of any ‘one corporation toc 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 miltlion dollars
{$5004000+000);

{e) interest-bearing deposits in bankss building and
1oan associationsy 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; interest on said deposits shall not be
jess 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:

ti) for a)l funds except the coal tax truskt funds no

such mortgage shaldt may be purchased untess:
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{A) the principal amount of the loan secured by the
mortgage is seventy-five percent ({75%X) or 1less 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

{C) the mortgagor has leased the mortgaged property to
a persony, firms 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 -

(vi) for a2l _funds exceépt the coal ‘tax trust funds no
investment shat¥ g3y be made at any time wunder subsection
(f) which would cause the book value of such investments in
any investment fund to exceed fifty——percent——{50%3} of the
book value of such fundsi

1iil £ y 1 . ) o
be purchased unless:

{A) the real property is single-fawily owner-occupied
residential or wultifamily _with substantial _occupancy by
nnusgnnlni_ni_lgss_ihan_ﬂnh:ana_ganian_incnmga_as_naiinﬁﬂ_hx
rules of the Montana board of housingi

[8) the mortgage is  administered through 3 Montoana
finganciadl "institution with _the adyice af the board of
housings

L) the state’s interest is guaranteed or insured_in

-6~
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the event of default during the full ters of the mortgage by
an_agency of the United States of Awerica or By 2 nationally
‘ecognized mortgade insuragce company;

0 - ] in - )
exceed 5% a vear on original princinal of $30,000 or less:
6% o yedr on _griginal pridcipal of more than $30+000 and
less than $40Q:000% and 7% @ year on original principal of
more _than $50:000 and less than 3$50:000; this fund may not
purchase mortgage jnterests exceeding 350,000 jin any single
Rroperiy;
than JX below fhe interest paid by the wortgagor: and

{F) ‘the principal asount of the loan_secured by the
mortgage is less  than 90X of the appraised valie of the
nroperty;

Liv) no person or his dependents may take¢ wore than one
attorney _.generald shall enforce this provision and shall
bandle any foreclosure proceedings required by the board of
investmeptse

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

{3) Retirement fundss onlys may be invested in

preferred and common stocks of any corporation organized and
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operating in any state of the United Statese provided that:

(a) the corporation has assets of a wvalue not Jess
than ten million dollars ($10,0004000}; and

{b) if the investment is preferred stocks the
corporation®s aggregate earnings available for payment of
interest and preferred dividendsy for a period of fiva (5)
consecutive years immediately before the date of investments
have been at 1least one and one-half (1 1/2) times th=
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 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 income securities convertible into comwon stock not
conforming to the dividend and earnings standards stated in
paragraphs (i) and (ii} aboves 50 long as the corporation
maintains the ass2t value required in subsection (a) and
evidencas appropriate growth potential and probable earnings

gain; and

—A~
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{dY mo investment may 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 wvwalue of such funds or would cause the
stock of one corporation to exceed one percent {(1X) of the
book value of such retirement fund.

{4} 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 statas and
thereby m®make contributions to the state economye Further,
due consideration shall be given to investments which will
benefit the smaller communities 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 Montana.™

—End—

-
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STATE OF MONTANA
REQUEST NO. 55877

FISCAL NOTE ‘J
Form BD-15

In compliance with a written request received February 17 —..,1977___ , there is hereby submitted a Fiscal Note
for ... House Biil. 482 . ...

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

—— pursuant to Chapter 63, Laws of Montana, 1965 - Thirty-Ninth Le 1slative Assembly,

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 invesument 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 propoéed legislation $26,400 $30,000 -’

LONG—~RANGE IMPACT:
As the principa! 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.

ol o Fou £~
BUDGET DIRECTOR

Office of Budget and Program Planning -’
Date: .__ X - 23 77
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Approved by Committee
on Business and Industry

1 ._._ﬁéfL__ BILE NO. Jﬁﬂ!sl 1 the general funde If within the list hereinafter of separate
2 INTRODUCED 3Y D 2 04 2 investment fundsy more than one investment fund is included
3 ) | 3 which may be held jointly with others under the same
4 A BILL FOR AN ACT ENTITLED: ™aN ACT PROVIDING FOR THE COAL 4 separate listing, all investments purchased for that

5 Tax TRUST FUND WITHIN THE UNIFIED INVESTMENT PROGRAM3 5 separate investment fund shall be held jointly for all the

] DIRECTING THE INVESTMENT OF THE FUND IN MONTANA RESIDENTIAL 'y accounts participating thereiny which shall share all

T MORTGAGES; AMENDING SECTIONS 79-309 AND 79-310y RaleM. 7 capital gains and 1losses and income pro rata. Separate

8 1947 8 investment funds shall be maintained as follows:

9 Q9 {1} the trust and legacy fundy including all pubtic
10 BE IT ENACTED BY THE LEGISLATURE OF THE STATE DF MOUNTANA: 10 school funds and funds of the Montana university system and
11 Section le Section 79-309s ReCeM. 1947y is amended to 11 other state institutions of learning referred to in sections
12 read as follows: 12 2 and 10y article Xy of the 1972 Montana constitutions and
13 ®*79-309. Investment funds. For each treasury fund 13 311 money referred to in section 79-410 (8);

14 account into which state funds are segregated by the 14 {2Z) a separate investment funds which may not be held
15 department of administration pursuant to section T9-413, 15 jointly with other fundss for money pertaining to each
16 individual transactions and totals of alt investments shall 186 retirement or insurance system now or her2after maintained
17 be separately recorded to the axtent directed by the 17 by the states including those now maintained wunder the
18 department. Howevers the securities purchased and cash on 18 following statutes:

19 hand for al treasury fund accounts not otherwise 19 {a) the highway patrolmen®s retirement system
20 specifically designated by law or by the provisions of a 20 described in title 31y chapter 23

21 gifte donatione grants legacys bequest or devise from which 21 (b) the public employees® retirement system described
22 the fumd account originates to bDe invested shall be pooled ’ 22 in title 58;

23 in an account to be designated “Treasury Cash Account™ and 23 fc) tne game wardens® retirement system described in
24 placed in one of the investment funds desigmated pelow. The 24 title 68+ chapter 143

25 share of the income for this account shall be credited to 25 (d)} the teachers® retirement system described in title

-2-
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75+ chapter 62; and

{e) the industrial accident insurance program
described in title 92y chapter 11;

{3} a pooled 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 bequestss devises and other contributions made or
given for a specific purpose or under conditions expressed
in the gifts donations grants lTegacys bequests devise or
contribution on the part of the state of Montana to be
observeds If such gifts donations grants legacys bequests
devises or contribution permits investmenty and is not
otherwise restricted by its termss it may be treated jointly
with other such giftsy donationss grantss legaciess
bequestsy devisese or contributions; end

+5¥{6} such additional investment funds as may be
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 a
particular source."

Section 2. Section 79~310s ReLeMe 1947y is amended to
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read as foliows:

"79~310. Permissible investmentse (1} The following
securities are permissible investments for all investment
funds referred to in 79-309y except as indicated:

(2a) any securities authorized to be pledged to secure
deposits of public funds under 79-30T7 of this act;

{b) bondss notesy debenturesy equipment obliéigationss
or any other kind of absolute obligation of any corporation
organized and operating in any state of the United Stitess
or in Canada if the obligations purchased are payable in
United States dolltars; provided that all investments under
subsection (b} must be rated by one (1) nationally
recognized rating agency among the top third of their
quality categoriess not applicable to defaulted bonds;

{c) commercial paper of prime qualityes as defined by
one (1) naticnally recognized rating agencys issued by any
corporaticon organized and operating in any state of the
United Statess provided that:

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

{ii} the issuing corporationy or the parent company of
a finance subsidiary issuing commercial papery at the time
of the last financial reporting periodey had 2a ratio of
current assets to current liabilitiess including among

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

-y
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yeary of at least one and one—half (1 1/2) to one (l1); and
had received net income averaging one million dollars
{$1.000,000) or more annually for the preceding five (5)
years; and

(ii4) no investment may be wmade 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 funds or would cause the
commercial paper of any onme corporation to exceed two
percent (2X) 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 million dollars
{$500+000,000);

{e) interest-bearing deposits in bankses building and
loan associationss and savings and loan associations located
in the state of Montanay provideds howevere 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} wunencumbered real property and first mortgages on
unencumbered real propertys provided that:

ti) for a1l funds except the cgal tax trust funds no

such mortgage shed#} may 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 more of the 1loan secured
is guaranteed or dnsured in the event of default by the
United States of America or an agency thereof; or

{C} the mortgagor has leased the mortgaged property to
a persony firms or corparation whose rental payments under
the lease are gquaranteed for the full term of the loan by an
agency of the United S5tates; and

{ii) foe _all . funds except the coal tax ftrust funds no
investment shel¥ pay be made at any time wunder subsection
(f) which would cause the hook value of such investments in
any investment fund to exceed fifty——percent——4¢50%3) of the
book value of such fundwi
be_purchased unless:

{4) the redl property is single-family owner-oeccupied
households of less than Montana median incomes as defined by

{2) the mortgage ig administered through a Montama
financial instituvion with _the _adwice of the board_ _of
housings

{L) _the state’s interest is guaranteed or insured in

—H—
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ithe event of defaylt duripng the full term of the mortgage by
recognized mortgade insdrapce .companys

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

{3) Retirement fundss onlys may be invested in

preferred and common stocks of any corporation organized and
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operating in any state of the United Statess provided that:

{a) the corporation has assets of a value not less
than ten million dollars ($10,000,4000); and

(b} if the investment is preferred stocks the
corporation®*s aggregate earnings available for payment of
interest and preferred dividendsy for a period of fiva ({5)
consecutive years immediately before the date of investment,
have been at Yeast one and one-half (1 1/2) times tho
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
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
commont 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 income securities convertible into common stock not
conforming to the dividend and earnings standards stated in
paragraphs (i) and (ii) asoves so long as the corporation
maintains the ass2t value required in subsection (a) and
evidences appropriate growth potential and probable earnings

gain; and

—-8—
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{d) mno investment may 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 walue of such funds or would cause the
stock of one corporation to exceed one percent {1X)}) of the
book walue of such retirement fund.

(4) The state board of investments shall zndeavor to
direct the state®s investment business to those investment
firmsy and/or bankss which maintain offices in the statz and
thereby make contributions to the state economy. Furthers
due consideration shall be given to investments which will
benefit the smaller comaunities 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 Montanse"

-End-
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Approved by Committee
on Taxation
HOUSE BILL NO. 482
INTROPUCED BY FABREGAy WALDRONs KEYSER,
MEYER,y FEDA, UNDERDALy SEIFERTs BURNETT,

GERKEy DT*CONNELLs PISTORIAs SOUTHs MARKSs GOULD

A BILL FOR AN ACT ENTITLED: ™AN ACT PROVIDING FOR THE COAL
TAX TYRUST FUND WITHIN THE UNIFIED INVESTMENT PROGRAM;
DIRECTING THE INVESTMENT OF THE FUND IN MONTANA RESIDENTIAL
MORTGAGES; AMENDING SECTIONS 79-309 AND 79-310s ReCeMe
1947

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

Section le Section 79-309s ReCeMe 1947+ is amended to
read as follows:

*79~309. Investment fundse For each treasury fund
account into which state funds are segregated by the
department of administration pursuant to section 79413,
individual transactions and totals of all investments shall
be separately recorded to the extent directed by the
denartaent. Howevers the securjties purchased and cash on
hand for all treasury fund accounts not otherwise
specifically designated by law or by the provisions of a
gifty donations grante legacys beguest 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
Second Biiing
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placed in one of the investment funds designated belowe The
sharé of the income for this account shall be credited to
the general funds 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 1listings all investments purchased for that
separate investment fund shalil be held jointly for all the
accounts participating thereins which shall  share atl
capital gains and Josses and income pro rata. Separate
investaent funds shall be maintained as follows:

{1) the trust and legacy fundes including 311 public
school funds and funds of the Montana university system and
other state institutions of learning referred to in sections
2 and 10y article Xy of the 1972 Montana constitutions and
all money referred to in section T9-410 (8);

{2} a separate investment funds which may not be held
jointly with other fundss 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 31y chapter 2;

{b} the public employees*® retirement system described
in title 683

{c} the game wardens®' retirement system described in

. HB 482
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title 6By chapter 14;

{(d) the teachers® retirement system described in title
15s chapter 62; and

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

{3) a pooled investment Ffunde including 2al) other
accounts within the treasury fund structure established by
section 79-410;

{4) a fund consisting of gqiftss donationss grantse
legaciesy bequestse devises and other contributions made or
given for a specific purpose or under conditions expressed
in the gifte donations grants legacys bequests devise or
contribution on the part of +the state of Moantans to be
observeds If such gifte donationes grants legacyy bequests
devises or contribution permits investments and is not
otherwise restricted by its termss it may be treated jointly
with other such gifts, donationsy grantss legaciess
bequestsy devisesy or contributions; and

{5) _a__fund consisting of the <coal severance tax

5¥(6) such -additional investment funds as wmay be
expressly required by laws or may be determined by the board
of investments to be necessary to ful fill fiduciary

responsibilities of the state with respect to funds from a

-3 HB 4B2
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particular sources”

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

w19-310. Permissible investmentss (1) The fFollowing
securities are permissible investments for all investment
funds referred to in 79-309s except as indicated:

{a) oany securities authorized to be pledged to secure
deposits of public funds under 79-307 of this act;

(b} bondssy notess debentureses equipment obligations,
or . any other kind of absolute obligation of any corporation
organized and operating in any state of the United Statesy
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
qual ity categoriess not applicablie to defaulted bonds;

{c) commercial paper of prime qualityes as defined by
one (1) nationally recognized rating agencyy issued by any
corporation oraanized and operating in any state of the
United Statess provided that:

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

{ii) the issuing corporations or the parent company of
a finance subsidiary issuing commercial papers at the time

of the last financial reporting periods had & ratio of

—4m HB 482
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current assets to current liabilitiess including among
current liabilities Jlong-term debt maturing within one (1)
years of at least one and one-half {1 1/2) to one {(1}i and
had received net income averaging one wmillion dollars
{51+000+,000) or more annually for the preceding five (5}
yearsj and

(iii} no investment may be wmade 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 guaranteed by any bank having
its principal office in any state of the United Stétes and
having deposits in excess of five hundred million dollars
{$500,0004000);

{e) interest-bearing deposits in bankss building and
loan associationss and savings and loan associations located
in the state of Montanas providedsy howevere that the board
of investments shall reguire pledged securities as specified
in section 79-301; interest on said deposits shall not be
tess than the orevailing rate of interest being paid on
deposits of private funds;

{f} unencumbered real property and first mortgages on

unencumbered real propertys provided that:
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(i) for__all funds except the c0al tax trust funde no
such mortgage she#d pay be purchased unless:

{A) the principal amount of the loan secured by the
-ortgaqg is seventy-five percent (75%) or less of the
appraised value of the property;i or

() thirty percent (30X} or more of the loan secured
is qguaranteed or insured in the event of default by the
United States of America or an agency thereof; or

{€) the mortgagor has Yeased the mortgaged property to
a persony firme 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 except the coal tax trust funds no
investment sheld may be made at any time under subsection
{f} which would cause the book valﬁe of such investments in
any investment fund to exceed fifety-—percent—-{50%% of the

book value of such fundsi

househelds of less than Montana mediap incomes as defined by
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(2} Investments from the pooled investment funds shall
be restricted to fixed income securities described in

subsections (a) to {e} above,
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{3) Retirement fundssy onlys may be invested in
preferred and common stocks of any corporation organized and
operating in any state of the United Statess provided that:

{a) the corporation has assets of a value not less
than ten million dollars ($1040004000); and

{b) if the  investment is preferred stockye the
corporation®s agéregate earnings avaiiable for payment of
interest and preferred dividendss for a period of five (5]}
consecutive years immediately before the date of investments
have been at 1least one and one-half {1 1/2) times the
agqggregate of interest and preferred dividends required to be
paid during this period; and

{c) if the investment is common stocky

(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 thereons and

{iii) not wore 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

—8— HB 482
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evidences 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
investments in any retirement fund to exceed twenty percent
{20%) of the book value of such funds or would cause the
stock of one corporation to exceed one percent (1%) of the
book value of such retirement funde

{4) The state board of investments shall endeavor to
direct the state's investment business to those investment
firmsy and/or bankse which wmaintain offices in the state and
thereby make contributions to the state, K economy. Furthery
due consideration shall be given to investments which will}
benefit the smaller communities in the state of Montana. The
state's investment business will be directed to out-of-state
firas only when there is a distinct economic advantage to
the state of Montana.™

-End-
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1 HOUSE 3ILL NOe 482 1 placgd in one of the investment funds designated belowe. The
z INTROBDUCED BY FABREGAy WALDRONy KEYSERS, 2 share of the income for this account shall be credited to
3 MEYERy FEDAy UNDERDALy SEIFERTs BURNETT, 3 the general funde 1f within the list hereinafter of separate
4 GERKEy O'CORNNELLs PISTORIAs SOUTHy MARKSs GOULD 4 investment fundss more than one investment fund is included
5 5 which may be held jointly with others under the same
6 A BILL FOR AN ACT ENTITLED: “AN ACT PROVIDING FOR THE COAL 6 separate listings al} investments purchased for that
T TAX TRUST FUND WITHIN THE UNIFIED TINVESTMENT PROGRAM; T separate investment Ffund shall be held jointly for all the
8 DIRECTING THE INVESTMENT OF THE FUND IN MONTANA RESIDENTIAL 8 accounts participating thereins which shall share all
g MORTGAGES: AMENDING SECTIONS 79-309 AND T79-31Gs ReCaM. 9 capital gains and losses 2and income pro rata. Separate
10 1347 i0 investment funds shall be maintained as follows:
11 11 (1} the trust and legacy funds including all public
i2 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANAZ 12 school funds and funds of the Montana university system and
13 Section ls Section 79-309s ReCaMe 1947, is amended to 13 other state institutions of learning referred to in sections
14 read as follows: i4 2 and 10y article X+ of the 1972 Montana constitutions and
1> "79-309. Investment fundse For each treasury fund 15 all money referred to in section 79-410 (8);
it accouat into which state funds are segregated by the 16 (2} 3 separate investment funds which may not be held
17 department of administration pursuant to section T9-413, 17 jointly with other fundss for money pertaining to each
18 indivicdual transactions and totals of all investments shall 1a retirement or insurance system now or hereafter maintained
19 be separately recorded to the extent directed by the C 19 by the states including those now maintained under the
20 denartaent. Howevare the securities purchased and cash on 20 following statutes:
21 hand for all treasury fund accounts not otherwise 21 {a} the highway patrolimen's retirement system
22 specific21ly designated by law or by the provisions of a 2z described ia title 31+ chapter 2;
23 qifty donations granty legacys beguest or devise from which 23 (b} the public employees® retirement system described
24 the fund account originates to be invested shall be pooled 24 in title 683
£3 in an account tc be designated ®Treasury [ash Account™ and 25 (c} the game wardens® retirement system described in
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title 68y chapter 14;

(d) the teachers*® retirement system described in title
75+ chapter 62; and

{e)} the industrial accident insurance program
described in title 924 chapter 1%;

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

{4} a fund consisting of giftss donationss grantse
legaciess bequestss devises and other contributions made or
given for a specific purpose or under conditions expressed
in the gifte donations grants legacysy bequest, devise or
contribution on the part of the state of Montana to be
observeds If such gifte donationy granty Jegacys bequests
devises orF contribution permits investmentsy and is not
otherwise restricted by its termses it may be treated jointly
with other such gifts, donationss grantsy legaciesse
bequestss devisess or contributions; snd

i3} a__fund consisting of the coal  severance tax
collections allocated theraeto under section Se  Article JIXs
of the HMontana constitutioni and

€5¥{8) such -additional investsent funds as may be
expressly required by Taws 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
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particular source.™

Section 2« Section T79-310s ReleMe 1947y is amended to
read as follows:

®79-310. Permissible investmentss (1)} The following
securities are permissibie 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} bondse noteses debenturesy equipment obligationss
or any other kind of absolute obligation of any corporation
organized and operating in any state of the United Statesy
or in Canada if the obligations purchased are payable in
United States dollars; provided that alt investments under
subsection {b) must be rated by one {1) nationally
recognized rating agency among the top third of their
quality cateqoriess not applicablie 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 in any state of the
United Statesy provided that:

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

{ii) the issuing corporations or the parent company of
a finance subsidiary issuing commercial papers at the time

of the 1last financial reporting periodes had a ratio of

-k HB 482
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current assets to current liabilitiess including among
current liabilities Jlong-term debt maturing within one (1)
years of at least one and one-half (1 1/2) to one (l); and
had received net income averaging one wmiliion dollars
{31+0004000) or more annually for the preceding five (5)
years; and

{iii) no investment may be made at any time under
subsection (¢} which would cause the book value of such
investments in any investment fund to exceed ten percent
{10%) of the book value of such funds or would cause the
commercial paper of any one corporation to exceed two
percent {2X) of the book value of such fuhd;

{d) bankers® acceptances guaranteed by any baqk having
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 bankses building and
loan associationss and savings and Joan associations located
in the state of Montanas provideds howeveres 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;

{f3 unencumbered real property and first mortgages on

unencumbered real propertys provided that:
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C{iy for_ _all fumnds except the coa) tax trust funds no
such mortgage ahald pay be purchased unless:

(A} the principal amount of the t'oan secured by the
mortgage is seventy-five percent (75%) or 1less of the
appraised value of the property; or

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

{C) the mortgagor has leased the mortgaged property to
a persons firme or corporation whose rental paysents under
the lease are guaranteed for the full term of the loan by an
agency of the United States; and

{ii) for all _funds except the coal tax trust funds no
investment shald gay be made at any time under subsection
{f) which would cause the book value of such investments in
any investment fund to exceed fifty——percent——{50%3 of the
book value of such fundsi

(iii) for the coal tax trust funds no such mortgage may
be purchased unless:

{A) _the real property s single-family owner-occupied
hauseticlds of less than Montana mediap ipncomes as defined by
rules of the Montana hoard of housingi

(£} -the mortgage~ is administered through a Montana

-6 HB 482
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bousingi

{L) _the statefs _interest is guaranteed or insured jn
the event of default during the full term of the mortgage Ly
an _agency of the United States of America or by a nationally
recogeized portgage insurance COmpany;

(D) | imle int t paid
6% I a_ year op orjginal principal of pore-then—$30+688—and
less than $40.000: and 7K 89X a _year on original principal of

' Lt $404000 3 ¢1 $502000; this fund

purchase mortgage interests exceeding $50.000 I any single

nandie _any foreclosure proceedings required by the boarg of
investmentse

(2) Investments from the pooled investment funds shall
be restricted to fixed income securities described in

subsections (a}) to (e} above.
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(3} Retiress: . fundse onlys may be invested in
preferred and common stocks of any corporation organized and
operating in any state of the United Statess provided that:

{a) the corporation has assets of a value not less
than ten million dollars ($10+000,000); and

{b) if the investment is preferred stocks the
corporation®s agéregate earnings available for payment of
interest and preferred dividendsy for a period of five (5}
consecutive years immediately before the date of investmenty
have been at Jleast one and one—half (1 172} 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 steck has paid tash dividends in each of at
least five (5) years immediately before it is purchased; and

{it) 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 aggqregate of the
cash dividends palid thereon; and

{iii) not wmore than twoe percent (2%) of the assets of
any retirement fund may be invested in common stocks or iE\
fixed income securities convertible into common stock not
conforming to the dividend and earnings standards stated in
paragraphs {i) and {ii) aboves so tong as the corporation

maintains the asset value required in subsection (a) and
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evidences 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
investments in any retirement fund to exceed twenty percent
{20%) of the book value of such funds or would cause the
stock of one corporation to exceed one percent (12) of the
book value of such retirement fund.

{%) The state board of investments shall endeavor to
direct the state's investment business to those investment
firmsy and/or bankse 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 swmaller communities in the state of Hen{ana. The
state's investment business will be directed to ocut-of-state
firms only when there is a distinct economic advantage to
the state of Montana."

-End-
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