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Qﬁ&k‘z_mu no. ZH7
INTRODUCED BY E&Hr

A BILL FOR AN ACY ENTITLED:z ™AN ALY " DIRECTING THE STATE
BDARD OF INVESTHMENTS TD INVEST AT LEAST ONE-QUARTER OF
CERTAIN FUNDS IN QUALIFIED MONTANA MORTGAGES; = AMENDING

SECTION 79-310+ ReCaMs 1947."

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

Section le Section 79-310+ ReleMe 19474 is amended to
read as followss

"79-310. Permissible investmentss {1) The following
securities are permissible investments for ali investment
funds referred to in 79-309s éxcept ‘as indicated:

{a} any securities authorized to be pledged to secure
deposits of public funds under 79-307 of this act; ,

{b)  bondse notesy debenturesy equipment obligationss
or any other kind of absolute obligation of any corporation
organized and operating in any state of the United S5tatess
or in Carada if the obligations purchased are payable in
United States dollars;: provided that all investments under
subsection (b) wmust be rated by one t1) nationally
recognized rating agency among the top third of their
quality categoriess not applicable to defaulted bonds;

(c} commercial paper of prime qualitys as defined by
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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 bhundred seventy
(279) 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 a ratio of
current + assets to current liabilitiesy including among
current 1liabilities Jlong-term debt maturing within one {1}
years of at least one and one-half {1 1/2} to one (1} and
had received net income averaging one milkion dollars
($1+000+000} or more annually for the preceding Ffive (5}
yearsj and

(iii}) no investment way be made at any time under
subsection {c) which would czuse the book value of such
investments in any investment fund to exceed ten percent
(10X} of the book walue 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 States and
having deposits in excess of five hundred million dollars
($500+000.000);

{(e) interest-bearing deposits in bankss building and

HE 757



10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

LC 1034701

loan associationss and savings and loan associations located
in the state of Montanas provideds howevers that the bovard
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 bDeing paid on
deposits of private funds;

(f) wunencumbered real property and first mortgages on
unencumbered real propertys providec that:

ti) mno such mortgage shall be purchased unless:

{A) the principal amount of the loan secured by the
mortgage is75§véh§§¥;{v¢—peeééh!—t?E!} 80% 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 personsy firme or corporation whose rental paysents under
the 1ease are guarznteed for the full term of the loan by an
agency of the United States; and

{ii) no investment shall be wmade 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 funde

{2) Investments from the pooled investment funds shall

be restricted to fixed income securities described in
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subsections {a) to {e) aboves.

(3} Retirement fundss onlys may be invested in
prefarred 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 walue not less
than ten million dollars ($10,000,000}; and

{b) if the investment is preferred stocks the
corporation®s aggregate earnings availanle for payment of
interest and preferred dividendss for a period of five (5]
consecutive ‘years immediately before the date of investmenty
have been at least one and one-half (1 172) times the
aggregate of interest and preferred dividends required to be
paid during this period; and

fc) if the investment is common stocks

fi} the stock has paid cash dividends in each of at
Jeast 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 Jleast equal to the aggregate of the
cash dividends paid thereon; and

(iii) not more than two percent [2X} of the assets of
any retirement fund may be investeéd in common stocks cor in
fixed income securities convertible into common stock not
conforming to the dividend and earnings standards stated in

paragraphs (i) and {ii) abovey so long as the corporation

—y—
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maintains the asset wvalue required in subsection (a3} and
evidences appropriate growth potential and probable earnings
gaini and

{d} mo investment may be made at any time under
subsection (3) which would cause the book wvalue of such
investments in any retirement fund to exceed twenty percent
[{20%) of the book vwalue-of such funds or would cause the
stock of one corporation to exceed one percant (1Z) of the
book value of such retirement funde

{4) 13) The state board of investments shall endesavor
to direct the state’s investaent business to those
investment firmss andfor bankss which maintain officas in
the state and thereby make contributions to the state
economys. Furthers due consideration shall: be given to
investments which will benefit the smaller comsunities in
the state of Montanae. The state®s investment business will
te directed to out~of-state firms only wnen there is a
distinct economic advantage to the state of Montanae

{b) Unless precluded by the constitutign. the Doard
shall invest at least 25% of each fund other than the pooled
investiment fund jo _first wmortgages —on upencumbered ceal
state of Moritapa.™

-End-
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In compliance with a written request received ___March 4 . 19 __77_, there is hereby submitted a Fiscal Note
for ... House Bill 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
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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.
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Approved by Committee
on Business and Industry

HOUSE BILL NOe 747

INTRODULED BY FAGG

A BILL FOR AN ACT ENTITLED: ®™AN ACT DIRECTING THE STATE
BOARD OF INVESTMENTS TO MAKE EVERY EFFORT T INVEST AT LEAST
GNE-QUARTER OF CERTAIN FUNDS IN QUALIFIED MONTANA MORTGAGES;

AMENDING SECTIGN 79-310¢ RaCaMe 194Te"

BE 1T ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:

Section l. Section 79-310s ReCeMe 1947y is amended to
read as follows:

“79-310« Permissible investments. (1) The following
securities are permissible investments for all investment
funds referred to in T79-309s except as indicated:

(a} any securities authorized to be pledged to secure
deposits of public funds under 79-207 of this act;

{b} bondss notess debenturess equipment otligationss
or any other kind of absotute obligation of any corporation
orqganized and operating in any state of the United States,
or in Canada if the obligations purchased are payable in
United States dollars; provided that all investments under
subsection (b) wmust be rated by one {1} nationally
recognized rating ajgency among the top third of their
quality categoriess not applicable to defaulted bonds;

{c) commercial paper of prime qualitys as defined by
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one (1) nationally recognized rating acencys issund by any
corporation organized and operatine in  any state of the
United Statess provided that:

{i) such securities mature in two bhundred seventy
{2710} drys or less; and

{ii}) the issuinng corporations or the parent company of
a fin2nce subsidiary issuina commercial papers at the time
of tne 1last financial reporting periods had a ratio of
current assets to current liabilitiess including ameng
current liabilities Jlong-term debt maturing within one (1)
years of at least one and one-half (1 172} to one (1l}; and
had received net income averaaing one million dollars
{$1+000+000) or more annually for the preceding Ffive ({5}
years; ang

{iti} no investment may be made at any time under
subsection {c) which would cause the book value of such
investments in  3ny investment fund to exceeq ten percent
{10%) of the pbook value of such funde or would cause the
comaercia)  paper of any one corporation to exceed two
percaat (2%) of the bnok value cof such funad;

(a} bDankers® accentances cuaranteed by any bLank hiving
tts principal office in any state of the United States and
havin, denosits in eoxcess of five hundred million dollars
{£530+0G0040900);

{e) interest-heIrino deposits in baenkss huilding and

-2- HE T47
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loan associationss ana savinas and loan associations located
in tnhe state nf Montanas Drovideds howevers that the board
of investments shall reqguire pledged securities as spacified
in section 79-301; interest nn said denosits shall not be
less than the rrevailino rate of interest beino vaid on
deposits of private funds;

(f) unencumbered real property and first mortganes on
unencumbered real propertyy provided that:

{i) no such mortgage shall be purchased unless:

{A) the principal amount of the locan secured by the
mortgage is seventy-five-percent—{¥5%}) BOX or less of the
appraised value of the property; or

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

(€) the mortgaqor has lzased the mortqaged »roperty to
a persons firme or corporation whnse rental payments under
the lcease are cuaranteed for the full term of the loan by an
agencvy »f the United States; and

fii) no investment shall he 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 fun:t,

{7) Investments from ths nocled investment Funds shall

pe rostricted to fixed income securities described in

-3- HE 747
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suosections {(a) to (e) 3bove.

{3) ketirement fundss onlyes may be invasted in
preferred and common stocks of any corporation or~anized and
operatina  in any state of the uUnited Statess oroevided that:

(4} the corperation has assets of a value not less
than ten aillion collars ($1CsU0GL0C0); end

{t) if the investment is preferred stocks the
corporation®s agagrenate earnings available for oavment of
interast and preferred dividendsy for a period of five (5)
consecutive years immediately before the date of investment,
have been at least one and one-half (1 172} times the
agjgrecate of interest and preferrad dividends required to be
paid during this oeriod; andg

(c) if the investnent is common Sstocke

{i) the stock has o535id cash dividenogs in each of at
least tive {5} years immediately before it is nurchased; and

tii) the agqgreaate earnings of the corporation during
this »>eriod which were available for payment nf dividends on
common stock were at least eaual to the agare~ate of the
cash Jdividends paid thereon; and

(iii) not more than two percent {2X) of the assets of
any retirement fund T3y be invested in common stocks or in
fix>d income securitiess cnnvertible into common stock not
conforming to the diviiend and earnings standards stated in

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

-y HE 747
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maintains the asset wvalue reqguired in subsection (a) and
evidencss anpropriate growth notential and probable earnings
aaing and

i) no investment may be made at anv time under
subsertion (2} whicn would cause the book value of such
investments in any retirement fund to exceed twenty percent
(203) o»f tha bsok wvalue of -such funds or would cause the
stock of one corporation to =xceed one percent (l%) of the
book value of such retirement funde

{4) 4a) The state board of investments shall endeavor
toe direct the state*s investment business to those
investment firmsy and/or bankssy which maintain offices in
the state and thereby make contributions to the state
2ConoPys Furthery due consideration shall be naiven to
investments which will benefit the smaller communities in
the state of Montana. Tha state’s investment business will
be directed to out-of-state Ffirms only when there is a
distinct economic advantage to the state of Montana.

2) Unless precluded by _the copstituticons the Doard
snall HAKE CVERY EFFO-T TW inyest at least 25< of each fund
gotner__than the pooled investmept fund in first mortaagdes on
unencumbered real propertys. 25 _orovided under _subsection
(13{f)s_ withip the state of Montanas. JTHESE CFFORTS SHALL
INCLU 2 THE ACTIVE _ARD DILIGENT SEEKING OUWT [JF SUCH
SUALL-IeD MORTGAGE INVESTMENTS WITHIN THE STATE."

-End-
P HE T47
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HOUSE BILL NOe 747

INTRODUCED BY FAGG

A BILL FOR AN ACT ENTITLED: "AN ACY DIRECTING THE STATE
BOARD OF INVESTMENTS TO MAKE EYERY EFFORT TO INVEST AT LEAST
ONE-QUARTER OF CERTAIN FUNDS IN QUALIFIED MONTANA MORTGAGES;

AMENDING SECTION 79-310ys ReCaMe 947"

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

Section e Section 793-310s ReCeMe 1947y is amended to
read as follows:

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

{a) any securities authorized to be plédged to secure
deposits of publtic funds under 79-307 of this act;

() bondse notess debenturess equipment obligationss
or any other kind of absolute cbligation of any corporation
organized and operating in any state of the United States.
or in Canada if the obligations purchased are payable in
United States dollars; provided that all investments under
subsection (b) must be rated by cne {1) nationally
recegnized rating agency among the top third of their
quatity categoriess not applicable to defaulted bonds;

{c) commercial paper of prime qualitys as defined by
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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 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 periodey had a ratio of
current assets to current liabilitiesy 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)}; and
had received net income averaging one million doliars
(3140004000} or more annually for the preceding five (5)
years; and

(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
{1C%) of the book value of such funds or would cause the
commercial opaper of any one corporation to exceed two
percent {2%) of the book value of such fund;

(¢} 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
{$500+000,000);

{e) interest-bearing deposits in bankss building and

-2 HB T47
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loan associationss and samings and loan: associations located
in the state of Mentanas promideds howewvers that the board
of investments shall require pledged securities as sperified
in section 79-301; inter2s8L on said deposits shall not be
less tnan the prevailing rate of interest being paid on
deposits of private funds;

{f} unencuambered real property and first mortgages on
unencumpered real propertys Dravided that:

(i} no such mortgage shall be purchased unless:

{A) the principal awmount of the 1oan secured by the
mortgage is seventy-frve—percent—{35&) 864 I5% or less of
tive 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 amortgaged property to
a persons firme or corpoeration whose rental payments under
the lease are guaranteed for the full term of the loan by an
agency of the United Statess 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 Ffifty percent
{50%) of the book vaiue of such funde

(2} Iavestments from the poolad investment funds shall

be restricted to fixed income securities described in
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subsections {a) to (e} abovee

{3) Retirement fundses onlys may be invested n
prefersred and common stocks of any corperation orqanized and
operating in any state of the United Statess provided that:

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

{b}y if the investment is preferred stocks the
corporati&n's aqgregate earnings available for payment of
interast and preferred dividendsy for a period of five (5}
consecutive yesars 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 common stocke

(i} the stock has paid cash dividends in each of at
least five (5) years immediately before it is purchased; and

tii} the aggregate earnings of the corporation during
this period which were available for payment of dividends on
common stock were at Jleast 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
fixad income securities convertible into commen stock not
conforming +to the dividend and earnings standards stated in

paragraphs (i) and {ii) aboves so0 long as the corporation

ot HB T47
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maintains the asset value required in subsection {a) and
evidences appropriate growth potential and probable earnings
gain; and

{d) no investment may be made at any time under
subsection (3} which would cause the book value of such
investments in any retirement fund to exceed twenty percent
(20X) of the book value of such fundy or would cause the
stock of one corperation to exéeed one percent ([1X) of +the
book value of such retirement funds

{4) 4a) The state board of investments shall endeavor
to direct the state's investment business to those
investment firmses and/or bankses which maintain offices in
the state and thereby make contributions to the state
economyes Furthers due consideration shall be given to
investments which will benefit the smaller communities in
the state of Montana. The state®s investment business will
be directed to out-of-state firms only when there is a
distinct economic advantage to the state of Montanae

Ib} Unless .preciuded by the constitutions the hoard
shall MAKE EVERY EFFORT 0 invest at least 25X of each fund
other . than the pooled investment fund jp first mortgages on
upepcumbered real propertys as provided under subsection
41)if)s within the state of Montana, JHESE EFFORTS SHALL
INCLUDE  ToE ALTIVE AnD DILIGENT SEEKING DUT OF  SUCH

SWALIrIED MORTGAGE INVESTMENTS WITHIN THE STATE.®
-End-
—5— HB T4T



