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BILL NO. 2!/_j_ 

A Bill FOR AN ACT ENTITLED: •AN ACT DIRECTING THE STATE 

BOARD OF INVESTMENTS TO INVEST AT LEAST ONE-QUARTER OF 

CERTAIN FUNDS IN QUALIFIED MONTANA MORTGAGES; AMENDING 

SECTION 79-310o R.C.N. 1947.• 

BE IT ENACTED BY THE LEGISLATURE OF THE 5TATE OF MONTANA: 

Section 1. Section 79-JlOo R.c.K. 1947• is a.ended to 

read as follows: 

•79-310. Peraissjble investments. (l) The follOWing 

securities are .per•iSS;ible invest-nts for all investaent 

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, equipment obligations, 

or any other kind of absolute obligation of any corporation 

organized and operating in any state of the United Stateso 

or in Canada if the obligations purchased are payable in 

United States dollars; pro~idsd that all rnvest:ents under 

subsection (b) •ust be rated by one I 11 nationally 

recognized rating agency a.ang the top third of their 

quality categories. not applicable to defaulted bonds; 

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

I N T R 0 D U C E D B I L L 

LC 1091t/01 

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

l corporation o~ganized and operating in any, ~state of the 

3 United States, provided that: 

4 (i) such securities mature in two hundred seventy 

5 (270) days or less; and 

b (ii) the issuing corporation. or the parent co~pany of 

7 a finance subsidiary Issuing co•mercial paper, at the time 

8 of the last finan·cial reporting period• had a ratio of 

9 current· assets to current 1 i~ilities·, including aiSOng 

10 current liabilities long-term debt maturing ,.;thin one (1) 

11 yearo of at least one and one-half (1 1/2} t'O one {1); and 

12 had received net incoae averaging one ~illion dollars 

13 (S1o000o000} or more annually for the preceding five (5) 

14 yearsJ and 

15 (Iii) no investment may be made at any time under 

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

17 invest•ents in any investment fund to exceed ten percent 

18 (10%) of the book value of such fundo or would cause the 

19 co111111erc ial ·paper of any one corporot ion to exceed two 

20 percent (2%) of the book value of such fund; 

21 (dl bankers• acceptances guaranteed by any bank having 

22 its principal office in any state of the United States and 

23 having deposits in excess of five hundred million dollars 

24 (S5DOoOOO,OOO); 

25 (e) interest-bearing deposits in bankso building and 

-2-
~L377/ 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

l3 

14 

15 

16 

l1 

18 

19 

20 

21 

22 

23 

24 

25 

LC 10~4/01 

loan associations, and savings and loan associations located 

in the state of Montana, provided, howeve~. that the board 

of invest~nts shall require pledged securities as specified 

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

less than the prevailing rate of interest Dein~ paid ~n 

deposits of private funds; 

(f) unencumbered real property and first mortgages on 

unencu~bered real property. provided that: 

(i) no such mortgage shall be purchased unless: 

(A) the principal a-aunt of the loan secured by the 

•ortgage aQJ or less of the 

appraised value of the property; or 

(S) thirty percent (3~) 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 person, firmo or corporation whose rental payments under 

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

agency of the United States; and 

(ii) no investment shall 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~) of the book value of such fund. 

(2) Investments fro• the pooled investment fundo shall 

be restricted to fixed income securities described in 
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subsections (a) to (e) above. 

(3) Retire•ent funds, only, may be invested in 

preferred and comaon stocks of any corporation organized and 

operating in any state of the united States, provided that: 

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

than ten ~ill ion dollars ($10oOOO,OOO); and 

(b) if the I nvest11ent ; s preferred stock, the 

corporation•s aggregate earnings availaole for pay~ent of 

interest 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 (1 1/2) times the 

aggregate of interest and preferred dividends required to be 

paid during this period; and 

(c) if the investment is co.-on stock, 

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

least five (5) years i•mediately before it is purchased; and 

{ii) the aggregate earnings of the corporation durin~ 

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 •ay be invested in co•mon stocks or in 

fixed income securities convertible into common stock not 

conforming to the dividend and earnings standards stated in 

paragraphs (i) and fii) above, so long as the corporation 
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maintains the asset value required in subsection (a) and 

2 evidences appropriate growth potential and probable earnings 

3 gain; and 

4 (d) no investment may be •ade at any time under 

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

6 Investments in any retireeent fund to exceed twenty percent 

7 (20%) of the book value·of such fund, or would cause the 

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

9 book value of such retirement fund. 

10 

11 

(4) ~ The state board af investments shall endeavor 

to direct the state•s invest.ent business to those 

12 investment firMS• andjor banks, which maintain offices in 

13 the state and thereby make contributions to the state 

14 economy. Further. due consideration shall be given to 

15 investments which will benefit tl'>e smaller co..unities in 

16 the state of Montana. The state•s investment business will 

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

18 distinct economic advantage to the state of Montana. 

19 lbl Unless precluded by the c.onstitutlgn~e ;;,oard 

20 ~_invest at least 251 of each fund other than the pooled 

21 investment fund jo first sqrt~age~ QQ unencumbered real 

22 property. as proyjdgd Under subsection lll(f), wjtbin the 

23 ~tate of Montana.• 

-End-
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STATE OF MONTANA 
REQUEST NO. 609-77 

FISCAL NOTE 

Form BD-1~ 

In compliance with a written request received Mai:Cb. 4 19 -+1-- , there is hereby submitted a Fiscal Note 

for .. __ ~~~~~-~~II 747 pursuant to Chapter 53, Laws of Montana, 1965- Thirty-Ninth Legislative Assembly. 

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

of the Legislature upon request. 

DESCRIPTION OF PROPOSED LEGISLATION: 

An act directing the State Board of Investments to make every effort to invest at least one-quarter of certain funds in 
qualified Montana mortgages. 

FISCAL IMPACT: 

None. 

--~..E-~~-ci!_~~ 
BUDGET DIRECTOR 1' (.. 
Office of Budget and Program Planning 

Date: _ __? -l~ - 7 Z ..., 
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Approv~d by Committ~e 
on SUsiness and Industry 

HOUSE BILL NOo 747 

INTRODUCED BY FAGG 

A Bill fOR AN ACT ~NTITLED: •AN ACT DIRECTING THE STATE 

BOARD Of INVESTMENTS TO ~~f&Y-ff£D&I_IU INVEST AT LEAST 

JNE-QUARTER Of CERTAIN FUNDS IN QUALIFIED MONTANA MORTGAGES; 

AHENOING SECTION 79-310, R.c.H. 1947.• 

8~ IT ENACTED BY THE LEGISLATURE Of THE STATE OF MONTANA: 

Section 1. Section 79-310, R.C.H. 1947o is amended to 

read as follows: 

~79-310. Permissible invest.ents. (1} The following 

securities are permissible investments tor all investment 

funds referred to in T9-309o exce?t 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, equipment obligations, 

or any other kind of absolute obligation of any corporation 

organiz~d and operatino in any state of the United States, 

or in C3naaa if the obligations purchased are payable in 

United States dollars; provided that all invest~nts under 

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

recognized ratinq a~ency a90ng the top third of their 

quality categories, not applicable to defaulted bonds; 

{c) commercial paner of pri~ quality, as defined by 

S E C 0 N D R E A D I N G 

1 

<-

3 

4 

~ 

to 

-, 

8 

9 

10 

11 

12 

13 

l<t 

15 

lt> 

17 

li> 

l'i 

zu 

2l 

.t.£ 

.t. -' 

24 

L~ 

Hg 0147/02 

one (l) nationally recognized ratinq aoency. is~u~d by any 

corporation organized ~nd operatino in ~ny state of the 

Unitej 5tates. provided that: 

(i) such securities mature in two hundred seventy 

(l7D) J>ys or less; and 

(ii) the issuin~ corporation, or the parent company of 

a fin~ncc subsidiary issuino co~mercial paper. at the time 

of tne last financial reporting period, had a ratio of 

current assets to current 1 labilities. including among 

current liabilities lonq-term debt maturing within one (11 

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

had received net income averaoinq one million dollars 

(SloOJO.OOO) or more annually for the preceding five (5) 

years; and 

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

subsection (c) which would c~use the book value of such 

investmgnts in any i~v~stment fund to excee•1 ten percent 

(10~) of the book val~e nf such fund, or wo~ld cause the 

c~m~erci3l paper of dny one corporation to excee~ two 

percent (2%) of the bnok value of such fund; 

(n} bankers• accert3nces ouaranteed hv any ~~n~ h1vinq 

1ts principal office in any state of the United States and 

havin~ de~osits in ~xcess of five hundred million no11ars 

(t500tillJO•O'JO); 

(") interest-br>rinn dPnosits in oank•• huildinq and 

-!- HP. 747 
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loan ~ssaciations~ ann s~vinas and loan assacjatinns located 

in t,e state of ~ontana. orovided• however. that the board 

of inwestmPnts shall require pl~dqed s~curities as specified 

in section 79-301; inter~st ryn said d~oosits shall not b~ 

less than th~ ~~evailin~ rate of interest bPin~ oaid on 

deposits of ~rivat0 funis; 

(t) unencumbered real prop~rty and first mortga~es on 

unencurn~ered real prooerty, provided that: 

{i) no such mortqaqe shall be purchased unless: 

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

mortqage is ~~•~nty-~+Ye-pe~~tT,_t ~~or less of the 

appraised value of the property; or 

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

is •Jua~~nteed o~ insur~d in the event of default oy the 

United States of Americ~ or an agency thereof; or 

([) the •~rtqa~or has leased the mort1a~ed ~rop~rty to 

a ?erson, firm• or corporation whose rental paymPnts under 

the l~ase are cuaranteeo for the full term of the loan by an 

aqencv ~f the United >tates; ~nd 

(i i) no invPstment shall he ""ade at any time under 

subse~tion [f) which ~ould cause the book value of such 

inves~reents in any invest~en~ fund to excF·e~ fifty percent 

[50•J or the book value of su~h fun~. 

{2) Investments fro~ thF pooled inv~stment tuna. shall 

be rnstricted to fixvd income sect•riti~s ~Jescrihed in 

-3- Wl 747 
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su::>se:t ions [a) to (e) 3b'Jve. 

Pl ketirement funds, onlyo may be invest<'d in 

preferred and com~on st~cks of any corporation or~~nized and 

O?er~ti~'! in any state of th~ United Stat~s. oruviOPd that: 

(>i) the corporati :>n has assets of a V«lue not less 

t~an ten ~illion dollars [S1o,uoo.ooo); and 

(I>) if the investment is preferr<'d S.tf>Cky the 

corporation•s agqreqate earnings available for ~avment of 

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

consecutive years im~ediately before the date of in~est~ento 

have ~een at least one and one-half (l 1/Z) times the 

a~greqate of interest and preferred dividends required to be 

paid juring this oeriod; and 

(c) if the investflent is common stock, 

(il the stock h~s ~~id cash dividenos in ~~ch of at 

least rive (5) years imme~iately before it is nurc~as~d; and 

(ii) the aqgren~t~ P~rnin1s of the corporation durin1 

this >eriod which were available for payment nf dividends on 

common stock were at le,lst Paual to th<> aq<He''at.e of th<> 

casrl .ljvidends paid thereon; and 

(iii) not more than two percent (Z%) of trc assets ct 

any retirement fund 'T'·1Y bP i nvP.-sted in co.nmon stocks o,.. in 

fix?d i~comq s~curitiPS cnnvertihle into common stock not 

confOf"'11inq to th? rjivii 0 fl·:j c.nd e?l"ning.s. St.3nrJardS. St2'ted in 

?aragraphs [i) and (i i) ~hove. so lonq ~s thP corporation 

-4- HE! 741 
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~aint~in~ the asset value required in subsection (a) and 

L evi~enc~s aopropriatc qr0wth ootential and probable earninQs 

3 qai n; .:1r1d 

4 {c) no investment may be ~ade at anv time under 

sub"Se:. +_ i ~n {J) ~hicn would cause thP book value of such 

o investments in any retirement fund to exceed twenty percent 

"I (201,) ~f thP b3ok v~lue of such fundo or ~ould cause the 

il stock of one corporation to ~xceed one percent (lt) of the 

~ book value of such retirement fund. 

lJ (4) i21 The state board of investments shall endeavor 

ll to direct the state•s investment business to those 

ll inv~stment firms. and/or bankso which Maintain offices in 

lJ the state and thereby make contributions to the state 

14 econony. further• due consideration shall be fliven to 

l> inv~stmPnts which will benefit the smaller communities in 

1':. the 'it-1t·e of Mo11t.ana. rh;:. state•s invest.:n?nt husiness will 

11 b" jir<>ctP.d to out-of-state Firms only when there is a 

1~ disti'lcl economic advantaqe to the stat~ of "''<>ntana. 

l'i c.-.L_unl!:.:i.L_J;H:.s:uu.Q.eil---lu! the couli...l~tinnL-tlllL~l.i 

£ J ~lli!ll l::.ML~l:.BLfrf.Jlici_l!.l inlt.l!St at l easLbLm.~~:L_f.und 

21 Q:tlJu_tllm~~~=U~w~~~illiUu~~~~u~~ 

n ~~~~~~~~~~li~ll~~~L~~~tl~n 

?3 .lllill.!.-rit.hi.n._:t..blL-S.t<lt..e._llf....l!2.tlL!il.ih l.I:I.E.S.LffE.QllLil:lALL 

2 <+ ~::&L!.I ~£ _li!LJ.UITL _AUQ_'.ULl GHH S tE K Ilj.(l__illll._ ;..:}:_ ~l!r.l:l 

1 ..i.UAU. tl.t,iLt!UB!LA.!iLlli ll.f..5..I11f..1:Us...Jallj IN THE 5I A ll..o." 

-End-_.,_ 
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HOUSE Sill NO. 747 

INTRODUCED BY FAGG 

A BILL FOR AN ACT ENTITLED: •AN ACT DIRECTING THE STATE 

BOARD OF INVESTMENTS TO MAKE EVERY EFFORT TO INVEST AT lEAST 

aNE-QUARTER OF CERTAIN FUNDS IN QUAliFIED MONTANA MORTGAGES; 

A~ENDI~G SECTIO~ 79-310o RoCoHo 191t7.• 

BE lT E.NACTED BY THE LEGISUHURE OF THE STATE OF MONTANA: 

Section 1. Section 79-310o R.c.M. 191t7o is amended to 

read as follows: 

•79-310. Permissible invest.ents. (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 pub 1 i c funds under 79-307 of this act; 

(L) bondso notes, debentures, equipment obligations, 

or any other kind of absolute obligation of any corporation 

organized and operating in any st~te of the United States, 

or in Canada if the obligations purchased ar~ payable in 

United States dollars; provided that all invest~nts under 

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

recognired rating agency among the top third of their 

quality cat~gorieso not applicable to defaulted bonds; 

(c) commercial paper of prime quality, as defined by 
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one (l) nationally recognized rating agency, issued by any 

corporation organized and operating in any state of the 

United States, provided that: 

(i) such securities mature in two hundred seventy 

(270) days or less; and 

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

a finance subsidiary issuin~ commercial paper, at the time 

of the last financial reporting period, had a ratio of 

current assets to current liabilities, including anong 

current liabilities long-term debt maturing within one (ll 

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

had received net incoae averaging one million dollars 

($1o000o000) or more annually fo~ the p~eceding five (S) 

years> an~ 

(iii) no investMent may be made at any tiMe under 

subsection (c) whicn 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 

comme~cia1 oape~ of any one corporation to exceed two 

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

(tl) bankers• acceptances guaranteed by any bank having 

its principal office in any state of the United States and 

havin" deposits in excess of five hundred million dollars 

l'~oo,ooo,ooo); 

{e) interest-bearinq deposits in bankso building and 

-2- H8 747 
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1 oan as sec in i<tn,., and sav.1 ngs and lo.an. as soc i·at tons locahd 

in the sJ:at:1! af' Mentana,. p«n<ided• ho-r. that: tile board 

of investments shall require pled9ed securities as sperified 

in secti<>n 7'9-301; inter~st. on said deposits shall not be 

1 ess tnan the prevailing ra.te of interest be inq paid on 

deposits of privat~ funds; 

(f} unencu•bered real property and first mortqages on 

unencumoered real propertyy provided that: 

(i} no such mortgage shall be purchased unless: 

(A) the principal a•ount of the loan secured by the 

mortgdge is s~f+1te-pereett-t'f§llt ~ ~ or less of 

the appraised value of the property; or 

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

is guaranteed or insured in the event of default by the 

United States of America or an agency thereof; or 

(C) the mortgagor has leased the mortgaged 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 

(ii) no investment shall be made at any time under 

subsection (f) wh1ch would cause the book value of such 

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

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

(2) Investments from the pooled investment fund• shall 

be restricted to fixr.cl income securities described in 
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subsections (a) to (.e) above. 

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

preferred and co.-on stocks of any corporation or~anized and 

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

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

than ten million dollars ($lOoOOOoOOO); and 

(b) if the investment is preferred stoc~. the 

corporation•s aggregate earnings available for payment of 

interest 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 1/2) times the 

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 ~eriod 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 com.on stocks or in 

fix~d income securities convertible into common stock not 

conforming to the dividend and earnings standards stated in 

paragr~phs (i) and (i i) above, so long as the corporation 

-4- Hll 747 
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1 maintains the asset value required in subsection (a) and 

2 evidences appropriate grovth potential and probable earnings 

3 gain; and 

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

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

b investments in any retirement fund to exceed tventy percent 

7 (20') of the book value of such fund, or would cause the 

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

9 book value of such retire.ant fund. 

10 

11 

(41 l4l The state board of investments shall endeavor 

to direct the state•s Investment business to those 

12 investment fir•s• andtor banks, which maintain offices in 

13 the state and thereby •ake contributions to the state 

14 economy. Further, due consideration shall be given to 

15 investments which will benefit the smaller ca.munities in 

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

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

18 distinct economic advantage to the state of Montana. 

19 !hl__llnless precluded by the constitution. the b9ard 

20 ~ball ~A£E_~ERY EFEO&I_lO ~st at least 25% of each fynd 

21 ~~ than the_pQDled jnvestment fynd io fjrst ~prtgages on 

22 UoenkYm~real propertY• as proyjded yoder subsection 

23 ~!f)• within the st~te of Montana. THESE eFFORTS SHAL~ 

24 .I.W;.L.ilaf._IHE ACTIVE MD I>IliGENT SEEKING OUT Of SUC.H 

25 ~UALlcltD MORTGAGE INVESTMENTS WITHIN THE STATE." 

-End-

-~- HB 74J 


