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1 BILL NO. Zi_ﬁ

] 1 which rate shall be fixed semiannually during the months of
2 INTRODUCED BY ___ |
3 2 July and January of each yearas
3 {2) MNo such deposits in excess of the amount insured
4 A BILL FOR AN ACT ENTITLED: ™aN ALT PROVIDING FOR THE COaL
- & by the federal deposit insurance corporation or federal
5 TAX TRUST FUND WITHIN THE UNIFIED INVESTMENT PROGRAM;
. 5 savings and loan insurance corporation shall be made unless
6 DIRECTING THE INVESTHMENT OF THE FUND IN SECURITIES WHICH
& the ~ bank building and loan association and savings and loan
7 PROMOTE ENERGY CONSERVATION AND ALTERNATIVE ENERGY
7 association first delivers to the state treasurer or
8 DEVELOPMENT; AMENDING SECTIONS 79-301le 79-30%9s AND 79-310, octats rs
8 deposits in trust with some solvent bank as hereinafter
9 ReCoMe 194Te™
10 9 provided as security therefors bonds or other obligations of
10 the kinds listed in section % of this acty hHaving a market
11 BE TIT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
i 11 value at least equal to the amount of such deposits in
12 Section le Section 79-301s ReleMs 19474 is amended to
12 excess of the " amount so insured. Hodevers: SecuriCy " for
13 read as follows:
13 deposits df coal rax frust fudds may De less than fthe asgunt
4 “79-301. Deposit of funds in the hands of the state
14 depos¥tads  as provided 'in subsection “(5)e The beard of
i5 treasurere {1) Under the direction of the board of
15 investments may require security of a greater valuees When
16 investmentsy the state treasurer shall deposit public moneys
16 negotiable securities are placed in trusty the trustees®
17 in his possession and under his control in solvent bankss
17 receipt may be accepted instead of the actual securities &f
18 building and loan associationss and savings and loan
is the receipt is in favor of the state treasurers his
19 associations located in the states except as otherwise
19 successors in offices and the state of Montanas and the form
20 provided by lawe subject to national supervision or state
20 of receipt and the trustee have been approved by the board
21 examination. The board of investments may require the
21 of investmentsa
22 payment of quarter annual interest on daily balances of
22 (3) When moneys have been depositedsy under the board
23 collected funds at a rate to be agreed upon between the
23 of investmwents and in accovdance with the laws the treasurer
24 depository bankss building and Joan associationsy and
24 is not liable for loss on account of any such deposit
25 savings and loan associations and the board of investmentss
25 occuring from any cause other than his own neglect or fraude
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The state treasurer shall deposit funds in such banks,
buitding and loan associations and savings and Toan
associationsy and in such amounts as may be designated by
the board of investments, and withdraw such deposits when
instructed to by the board of investmentse The state
treasurer shall withdraw all depositsy or any part thereof,
from time to times to pay and discharge the 1leagal
obligations of the states duly prsented to him in accordance
with the lawe.

(4} Aany banks building and 1loan association and
savings and loan association pledqing securities as provided
in this section may at any time substitute securities for
any part of the securities pledgedes The collateral so
substituted shall conform to section 4 of this act and have
@ market wvalue ot 1least sufficient for compliance with
subsection (2) aboves If the securities soc substituted are
held in truste the trustez shalls on the same day the
substitution is wmades Fforward by registered or certified
mail to the state treasurer and to the depository banks a
recaipt specifically describing and identifying both the
securities substituted and those released and returned to

the depository banks
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amount_of collateral securities it has depositeds”

Section 2. Section T9-309y ReCeM. 1947y 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 T9-413,
individual transactions and totals of all investments shall
be separately recorded to the extent directed by the
department. Howevers the securities purchased and cash on
hand for all treasury " fund accounts not otherwise
specifically designated by 1law or by the provisions of a
gifts donations grants legacys 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 investmwent funds designated belowe The
share of the income for this account shall be credited to
the general funde If within the list hereinafter of separate

investment fundse more than one investwent fund is included
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which may be held jointly with others under the same
separate listinge alt investments purchased for that
separate investment fund shall be held jointly for all the
accounts participating thereins which shall share all
capital gains and 1losses and income pro rata. 5Separate
investment funds shall be maintained as follows?

{1y the trust and 1legacy funde including all public
schoel 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 79-410(8};

{2} a separate investment funds which may not be held
jointly with other fundss for money pertaining to each
retirement or insurance systcm now or hereafter maintained
by the statees including those now maintained under the
following statutes:

{a) the hi ghway patroimen®s retirement system
described in titlte 31+ chapter 23

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

{c} the game wardens® retirement system described in
title 68+ chapter 14&;

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

{e} the industrial accident insurance program

-5—
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described in title 92+ chapter 1l;

(3) & pooled investment funds including 311 other
a2ccounts within the treasury fund structure established by
section 79-410;3

{4) a fund consisting of giftsy donationss grantsy
legacless bequestss devises and other contributions made or
given for a specific purpose or under conditions expressed
in the gifte donationes grants legacys bequesty devise or
contribution on the part of -the state of Moritana to be
observeds If  such gifts donationy grants legacys bequeste
devisey or contributfon permits investments and is not
otherwise restricted by its termss it may be treatad jointly
with other such giftse donationsy grantsy legaciess
bequestsy devisess or contributions; snd

(53  fun isti - of t N 1 .
collections  _allocated therefo under secfion Ss Artjicle IXs
of the Montana constitution: and

45¥{5]  such additional investment funds as way be
expressly required by lawes 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 3. Section 79-310¢ RelM. 1947y is amended to
read as follows:

nT9-310. Permissible investmentse {1) The following

——
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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 T79-307 of this act;

(b) bondss notess debenturessy equipment obligationss
or any other kind of absolute obligation of any corporation
organized and operating in any state of the United Statess
or in Lanada if the obligations purchased are payable in
United States deollars; provided that all1 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 defaultzd bonds;

{c) commercial paper of prime qualityy as defined by
one (1) mationally 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 pacers at tha time
of the Jast financial reporting periode had a ratio of
current assets to current 1liabilitiesy including among
current liabilities long~term debt maturing within one (1)
vears of at least one and one-half (1 1/2} to one {(1); and

had received net income averaging one million dollars
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($14y000,000) or more annually for the preceding five (5)
years; 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
{10%) of the bhook walue of such fundy 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 doltars
(350040004000} ;

{e) “interest-bearing deposits in bankss building and
loan associationse and savings and 1oan associations lTocated
in the state of Montanas provideds howevers that the board
of investments shall require pledged securities as specified
in section 79-30l; interest on said deposits shall not be
less than the prevailing rate of interest being paid on

d2posits of private funds; for the co3)l tax trust fund onlys

{f) wunencumbered real property and first mortgages on
unencuwbered real propertys provided that:

(i) nc such mortgage sh3all be purchased unless:

-8
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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 loan secured
is guaranteed or insured in the event cf defzult by the
United States of America or an agency therecf; or

{(C) the mortgagor has leased the mortgaged property to
a persony firme or corporation whose rental payments under
the Tease are guaranteed for the full term of the Yoam by an
agency of the United States; and

(ii) no dnvestment shall bDe made at amy timse 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 funds.

{2) Investments from the pooled investment funds shall
be restricted to fixed income securities described in
subsections (3) to (e) above.

{3) Retirement fundse onlys may be invested in
preferred and common stocks of amy corporation organized and
operating in any state of the United Statess provided that:

{a} the corporation has assets of 3 value not less
than ten million doilars ($10+000+4000); and

{b) if the investment s preferred stocks the
corporation’s aggregate earnings available for payment of

interest and preferred dividendss for a period of five (5)
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consecutive ‘years immediately before the date of investment,
have been at least one and one-half (1 1/2) times the
agaregate of interest and preferred dividends required to be
paid during this period; and

{c}) if the investment is common stocks

- {i)y the stock has paid cash dividends in each of at

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

{ii) the aggreqgate 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

{dit) mot wmore than two percent (2%X) of the assets of

any retirement fund may be invested in comwon stocks or 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
maintains the asset value required in subsection {a} and
evidences appropriate growth potential and probable earnings
gain; and

{d} no investment may be wmade at any time under
subsection {3) which would cause the book valtue 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

-10-
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funde Subject to the foregoings income from the fund shall
be credited to the gemeral funds

443¥({5) The state board of investments shall endeavor
to direct the state's investment business to those
investment firmse and/or bankssy which maintain offices in
the state and thereby make contributions to the state
economye Furthers due ' consideration shall be given to
investmwents which will benefit the smaller communities in
the state of Montanae 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. _599-77

FISCAL NOTE

Form BD-15
In compliance with a>written request received _.____. March 2,19 _.._77_, there is hereby submitted a Fiscal Note
for .. House Bill 754 pursuant to Chapter 53, Laws of Montana, 1965 - Thirty-Ninth Legislative Assembly.

Background information used in developing this Fiscal Note is available trom the Office of Budget and Program Planning, 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 investment of the fund in
securities which promote energy conservation and alternative energy development,

ASSUMPTIONS:

1. Under existing laws (PrudentMan Rule), funds invested achieve an 8% return.

2. Under proposed legislation, investment return in the short term could drop 2% to 4%. )

3. The proposed legistation will require an addition of three {3) persons to the current staff to deal with those functions
specified in the bill that are not currently part of the investment program.

FISCAL IMPACT:

FY 78 . FY_79
Estimated decrease in investment return $ 66,000 $1562,000
Estimated increase in expenditures 59,190 61453 ;"
Net additional General Fund burden due to
proposed legislation $115,190 $213453

(12 1

NOTE: Short-term reduction in revenue will be offset to some degree by the “economic multiplier effect”® through
the use of these funds in Montana; however, in the time frame available, it is difficult to precisely identify
this impact. ‘ '

"*Economic multiplier effect is the cumulative gain achieved through secondary spending.

BUDGET DIRECTOR
Office of Budget and Program Planning ;

Date: ._ > & =27
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Approved by Committee
on Natur:]l Resources

HOUSE BILL NC. 754

INTRODUCED EY KELOY

A BILL ®CR AN ACT ENTITLEL: ©"AN ACT PRCYIDING FOR THE COGAL
TAX TFUST FUND WITHIN THE UNIFIED INVESTMENT PROGRAHA;
DIRECTING THE INVESTMENT OF THE TFUND TN SECORITIES WHICH
TROMOTE ENFRGY CCNSERYATION AND ALTEFNATIVE EMEFGY
DEVELOPMENT; AMENDING SECTICNS 79-301, 76-309, AND 79-310,

R.C. M. 1347."

RE IT TNACTEL BY THE LEGISLATURE OF THE STATE CF MONTANA:

Section 1., Section 79-301, R.C.MW, 1947, is amended to
read as fcllows:

"79-301, Deposit of funds im the hands of +the state
treasurer., (1) Onder the directicn cf the Ecard of
investments, the state treasurer shall deposit public moneys
in his possession and under his ccntrol ip seclvent tanks,
buildirgy and loaan associations, amd savings and loan
associations located im the state, except as otherwise
provided by law, sSubject te national supervisica or state
examination. 7The board of investments may <reguire the
payment of guarter annual interest cn daily balances of
collected funds at a rate to Le agreed upon tetween the
depositery banks, building and 1lcanm associations, and

savings and loan associations and the board of investments,
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wvhich rate shall be fixed semiannually during the ecnths of
July and January cf each year.

{2) #o such deposits in excess of the amount insured
by the federal deposit insurance <corporaticn or federal
sav¥ings and lcan issurance ccrpcration shall be made unless
the bank building and loan asscciatiorn and savings and lcan
association first delivers to the state treasurer cr
deposits 1in trust with scme solvent bank as hereinafter
provided as security therefor, bonds or other cbligaticns of
the kinds listed in section 4 of this act, having a market

value at least equal to the amount of such deposits in

excess of the amount sSo iansured. HeweveEg-—-—seeurjity-—£fof

depogite-—of—geai-—tan-tiypt fupdesay he-jeopthap_the-omeunt
depositedr—ae——provided —in——eubseetien——{5)y The board of

investments wmay require security of a greater value. When
negotiable securities are rplaced ip trust, the trustees’
receipt may te accepted instead of the actual securities if
the Tteceipt 1is in faver of the state treasurer, his
successors in cffice, and the state of Montana, and the fors
of receipt and the trustee have been aprroved ty the bcard
of investsents,

(3) ®hen ®moneys have been deposited, under the kcaré
of investwents and ia acccrdance with the law, the treasurer
is not liabkle for 1ess e¢n account of any such deposit

occuring from any cause other thar his own neglect or fraud.

-2= HE 754
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The <state treasuorer shkall deposit Ffuads in suck banks,
building and 1loar associations and savings and lecan
associatiers, and in such amounts as rpay be designated Ly
the board of invecstments, aerd withdraw such deposits when
instructed to by the board of investments. The state
treasurer shall withdraw all deposits, or any part thereof,
from time toc time, to gpay and discharge the legal
cbligaticns of the state, duly prsented tc him in accordance
with the law,

{4) Any bank, buildipg and loan asscciaticn and
savings and loan association pledging securities as provided
in this section may at any time substitute securities for
any part of the securities fpledged, 1The ccllateral so
substituted shall conform tc section 4 of this act and have
a market value at least sufficient for comspliance with
subsection (2) akove. If the securities so substituted are
held in trust, the trustee shall, on the same day the
substitution is made, forward by registered o1 certified
mail tc the state treasurer and tc the depository bank, a
receipt =specifically descriting and identifying bcth the
securities substituted and those released and reiurned tc
the depository btank.

d8k——Fes-—investsente-—gof——goal—taw-—tryse—fupd-meness
#adee-39-315f4s—the-beard-of-investuonts—shall seauize-cach

institukion—te—drposit-—SecuriticS—epuleipted—ia—39-3¢F-egual

-3- HB 754
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so—pet—less—than 6% _ef-—the-ceal——tak —seneyg-—desepited —in
that—--ipetitvtiony-To—the—cvcnt_efdefault-pr-less-ip-excese
ef-the—deposited-sesuritiess_the——heatd-—shali—esgces——that

is——Jisited_—to-—the
asepnt-—oi-collateral-securities—it has-depogiteds"”

Section 2. Section 79-2(09%, E.C.M. 1947, is amended to

read as fcllows:

n79-309, Investment funds. For each treasury fund
acceunt into which state funds are segqregated by the
department of adainistration pursmamt to section 79-413,
individual transactions and totals of all investsents shall
be separately recorded to the extent directed ty the
department. However, the securities purchased and cash ca
hand for all treasury fund accounts nct ctherwvise
specifically designated by law cr by the provisions of a
gift, dcnatiomn, grant, legacy, begquest or devise froa which
the fund account origipates to¢ ke invested shall te fpocled
in an acccunt to ke designated "Treasury Cash Account®" ané
placed ip one of the investment funds designated kelcw. The
share of the income for this accourt shall be credited tc
the geperal fund, If withir the list hereinafter cof separate

investment funds, BOore than one investwment furd is included

— L HB 754
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which may be held Jjointly with others under the sanme
separate listing, all investments fpurchased fcr that
separate investment fund shall tre held jointly £cr all the
accounts participating +therein, which shall share all
capital gains and 1losses and inccme (Ic rata. Separate
investment funds shall be maintained as follows:

{1} the trust apd legacy fund, including all gpublic
school funds and fupnds of the Mcntana umiversity system and
other state institutions of learning referred to in sectionms
2 and 1€, article X, of the 1972 Montana comstituticn, and
all =zcney referred to in section 7%-410(8);

{2) a separate investment fund, which may pnot be held
jointly with c¢ther funds, for money pertaining to each
retirement cr insurance system now or hereafter waintained
by the state, including +those now =®maintained under the
following statutes:

{a) the highway patrolmen's retirement system
descrited in title 31, chapter Zj

(b} the public employees' retirement systew descrited
in title 683

(c} the game wardens' retiresent system described in
title €8, chapter 143

(d) the teachers' retirement systes described in title
75, chapter 62; and

{e} the industrial accident irsurance Fregram

~5- BB 754
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describted in title 92, chapter 11;

{3) a pooled investment fund, including all cther
accounts within the treasury fumnd structure established by
section 79-4103

{4y a fund consisting of gifts, dorations, grants,
legacies, bLequests, devises and other contributions aade or
givern for a specific purpose or under ccoditicns escressed
in the gift, donation, grant, legacy, begquest, devise or
contributicn on the part of the state o¢f Montana to te
observed. If such gift, dcnatiom, grant, legacy, beguest,
devise, or contributicn permits investment, and is not
otherwise restricted by its teras, it may be treated jointly
with cther such gifts, dcpations, grants, legacies,
beguests, devises, or contributions; and

{5y _a _fund compsistirg _cf the ccal _severance _tax

collections _allocated _thereto_under section S, Article 11,

of _the Montana_constitution; and

45+18) such additional ipvestment funds as emay be
expressly raquired by law, or may ke detersined Ey the board
of investperts to be mnecessary to fulfill fiduciary
Tesponsitilities of the state with respect to funds from a
particular scurce."

Secticn 3., Secticn 79-31C, R.C.¥. 1947, is amended to
read as fclilews:

®79-310. Permissible investments. {1y The follewing

-6 HB 7¢%4
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securities are permissible investments for all investment
funds referred to in 79-309, except as indicated:

(a) any securities authcrized to be pledqged tc secure
deposits ot public fuynds under 79-307 cf this act;

{b} bonds, notes, debentures, equirment cktligations,
or any othsr kicd of absolute okligaticn ¢f any corpcratice
organized and operating in any state of the United States,
or in Camnada if the obligaticns purchased are gpayable in
Onited States dollars; provided that all investments undex
subsecticn (b} wsust be rated by one {1 nationally
recognized rating agency among the top tkird cof their
quality categories, nct applicable to defaulted bonds;

{c) commercial paper of prime quality, as defined by
one (1} nationally recognized rating agency, issued ty any
corporation crganized and cperating in ampy state of the
United States, prcvided that:

{i) suchk securities nmature in twc hendred seventy
(277} days or lessi and

{ii) the issuing corperaticn, cr the parent cospany cf
a fimance subsidiary issuving cosmercial paper, at the tipe
of the last financial reportipy fericd, bad a ratio of
currert assets to currect liabilities, ircluding anmong
current liabilities long-tera debt matvring witkin ope (1)
vyear, of at least ope and oae-half (1 1,2) t¢ cne (1); and

bad received net 1income averagirg cne willich dcllars

Py HB 754
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($1,n0C,0C00) or more annually for the preceding five (5)
years; and

(1ii) no investsent wmay be made at any tise ounder
subsection {c) which would cause the book walue of such
investwsents ir any investmernt fund to exceed ten percent
{10%) of the ©bcok value c¢f such fand, cr would cause the
ccmmercial papar o<f any one «corporaticn tc e€xceed two
percent {2%) of the boock value of suchk fundj;

{4) Lankers®' acceptances guaranteed by any tank haviung
its priccipal office in any state of the Upnited States and
having depcsits in excess of five hundred wmilliom dcllars
{$500,C00,000) 3

(e) interest-bearing deposits in kanks, buildirg ard
loan associations, and savings and loan associations lccated
in the state cf Mcntana, provided, however, that the board
of investments shall require pledqed securities as specified
in secticn  79-301; interest on said deposits shall not ke
less than the prevailing rate o¢f interest being r[aid cn

deposits cf private funds; for_the coal_tax_ trust fund cnly,

state-ape—alse-persitted-—and the _restricticns__cn__icterest

paid dc_net arply;

{f) unencumbered real prcperty and first mortqages on
unencuebered real property, provided that:

{i) nc such mortyage shall be purchased unless:

-8~ ER 754
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{R) the principal asount cf the ican secured by the
mcrtgage is seventy-five ©percemt (75%) or less c¢f the
appraised value of the property; cr

{B} thirty percent (30%) cr zcre c¢f the 1lcan secured
is quaranteed or insured in the event of default ty the
gnited States of America cr am agency thetrecf; or

{9 the mcrtgagcr has leased the mortgaged grogperty to
a person, firm, or corpcraticn whose rental payments under
the lease are guaranteed for the full term of the lcan ky an
agency of the United States; and

(ii) no investment shall be wmade at any time under
subsection (f} which would cause <the bcocock value of such
investments in any investsent fund to exceed fifty percent
{50%) cf the bock value of suchk fund.

(2} Investments fros the pocled investment fund, shall
be restricted to <fixed income securities descrited ian
sybsections {a} tc {e) abaove.

{3) Eetirement furds, only, may be invested in
preferred and common stocks cf any corporaticm crganrized and
operating in any state of the Urited States, provided that:

{a) the <corpcration has assets c¢f a value nct less
than ten million dcllars ($1C,000,0£00); amd

{by if the 1investment is preferred steck, the
corporation's aggregate earnings availatle for paysent of

intsrest and preferred dividends, for a period of five (5)
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consecutive years immediately before the date of investment,
have Leen at least c¢ne and one-half (1 1/2) times the
aggregate of interest and preferred dividends required toc te
paid during this pericd; and

{c} if the investment is coamon stock,

{i) the stock has paid cash dividends in <cach cf at
least five ({5) years immediately before it is purchased; and

(ii) the aggregate earnings cf the ccrpcration during
this period which were available for paysent of dividends on
common stock were at least equal to the aggregate of the
cash dividepds rfaid thereon; and

{iii}) nect wore than tvc percent (2%) of the assets cf
any retirement fund may be invested in ccamon stocks or in
fixed income securities ccnvertible into cosaon stcck not
conforming to the dividenrd and earnings standards stated in
taragraphs (i) and ({ii) above, so long as the corporation
naintains the asset value required inr subsecticn {a) and
evidences appropriate growth potential amd prchakble earnings
gain; and

(d) no investment ®ay Le pade at any tise under
subsection (3) which would cause the bock wvalue of such
investpents in any retirement fund to exceed twenty percent
{2C%) of the book value of such fund, or would cause the
stock c¢f cone corporation to exceed one percent (1%) cf the

book value of such retirement fund.
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iB) Zhe 10%_OF THE cocal_ _tax _trust_ _fupdg-—eslyy——may
CCLLECTED BEFORE JANDARY 1, 1581, AND AFIEB_JANDAEY 1, 1981,

ONLY THE_INTEREST_CON_THE CQAL IAX _TRUSI_FUND be_invested_jn

the securities_described in_subsections_ (1) (a), (1} (t}, _and

111 (=} cf _this__section _apd_ _subject_ _tc__these _further

fal] _of the secuyritjes mentioned _jin_79-3{7, investments

shall be limited to_those_geperal obljgatica bonds_apd_other

ipterest-tearing warrants of a political subdivisiop cf _the

state c¢f Moptana which are issued tc_enable the fpclitical

supdivision _to _ipstall _energy _cchnservaticn__seasures__jim
public buildipgs__or to install a recognized nopfossil foxs

of enerqgy geperation, _as__defined _in_ _BY4-740z, _in__public

buildings, _or to_enable political subdivisions_to_imglement

fb} _of the corporate bepds _wenticned _in__ssbsecticn

433 (b), only _these _which enakle an ipdustrial ¢r_ltusinegs

firm_tc install enerqgy eeaseEvatiedn

[ [p]

ENEFATICK measurss__or

recognized nonfossil forms__cf _energy _ccpserpvaticn _ip

byildipgs_apd_in_producticn processes #«ITHIN _TBE _STIATE__OF

MONTANA.

{c)__cf the interest-bearing _deposits__in__Hcptanpa

financial institutions, _investments _shall be limited__to

certificates _of _deposit _issued _to _epatle _the_finamcial

institution tc_ _make_ _loaps__at_nct__wcre _than I¥--eisple

-11= HB 754
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toter=st < _1/2% IN EXCESS Qb IBE INTEREST REQUIKED TO BE
Palo JDiR J9-310{1)(E) Lo enable the Lorrower Lo  make a
capit:]_ investment jn o building or other energy-consuming
gquiprent for 20 energy conservation purplscs 25 gefiped _in
34=740<n

{u)l _The costs of administeripg and accgunting for the
coal tax trust Fund snall be deducted from the income
tpererrome _In _the event of default of investmeptss other
COAL TAX TRUST income shall be ajlocated to  roimburse _the
pEincinal _of the funds Subject to the forsgoings income from
tne fund shall be credited Lo the gepneral funde

{b) _THE BOARD OF IMYESTMENTSe AFTER LUNSULTATION MWITH
IdE_DOSPARTMEN]T OF NAJURAL RESOURCES AND CUNSERVATICGNs . THE
ENERGY __RESOURCE POLICY QFFICEs JFHE CITIZENS® ADVISORY
CMpliteEc O ENERGYs JHE DEPARTMENT QF COMMUNITY _AFFAIRSs
AND__Ir% PRIYAYE FINANCIAL _COMMUNITY, SHALL PRIPOSC RULES
dHICH _rJRTHER DEFINE ELICESEL S INVESTMENIS HALE VHDFE? SECTIGN
L3=2100e){A)s {B)y AND (L) oY AUGUST Jl» 1917e

£4¥{5) The state board of investments shall endeaver
to Jirect the stata®s investment business to  those
investrent firmse and/or bankss which maintain n»frices in

the state and thereby maks2 cnntributions to the state
econosvs Furthery due consideration shall be r~iven to
iavestrants which will benefit the smaller comrinitiss in

tne state of Mentanae Thne state's investment business will

-is- e TS5a
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be directed tc cut-of-state firms only when there is a
distinct econcmic advaotage tc the state cf Montana.™

~End—
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Arproved by Committee
or. Taxation

HOUSE BILL NO. 754

INTRODUCED BY MELOY

A BILL FOR AN ACT ENTITLED: "AN ACT PROYIDING FOR THE COAL
TAX TRUST FUND WITHIN THE UNIFIED INVESTMENT PROGRAM;
DIRECTING THE INVESTMENY OF THE FUND IN SECURITIES WHICH
PROMOTE ENERGY CONSERVATION AND ALTERNATIVE ENERGY
DEVELDPMENT; AMENDING SECTIONS 79-301y 79-309¢ AND 79-310,

ReCaMe 1947."

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

Section la Section 7T9-30Ly ReCosMa 194Ts is amended to
read as follows:

»79-30l. Deposit of funds in the hands of the state
treasurere t1) Under the direction of the board of
investmentsy the state treasurer shall deposit public moneys
in his possession and under his control in solvent bankssy
building and loan associationss and savings and loan
associations located in the states except as otherwise
provided by lawe subject to national supervision or state
examinations The board of investments may require the
payment of quarter annual interest on daily balances of
collected funds at a rate to be agreed upon between the
depository bankse building and loan associationse and

savings and loan associations and the board of investments,
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which rate shall be fixed semiannually during the months of
Ju]f and January of each yeara.

{2) No such deposits in excess of the amount insured
by the federal deposit insurance corporation or federal
savings and loan insurance corporation shall be made unless
the bank building and loan association and savings and locan
association first delivers to the state treasurer or
deposits in trust with some solvent bank as hereinafter
provided as security therefors bonds or other obligations of

the kinds listed in section 4 of this acty having a market

value at Jleast equal to the awmount of such deposits in

excess of the amount so insured. Howevers-—security—for

depositedy—-ns-—proyided-—in-——subsection—45yw The board of

investments may require security of a greater value. #Hhen
negotiable securities are placed in trusty the trustees?
receipt may be accepted instead of the actual securities if
the receipt s in favor of the state treasurers his
successors in offices and the state of Montanar and the form
of receipt and the trustee have been approved by the board
of investmentse.

{3) When moneys have been depositeds under the board
of investments and in accordance with the lawy the treasurer
is not 1iable for 1loss on account of any such deposit

occuring from any cause other than his own neqlect or fraude

-2= HB T54
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The state treasurer shall deposit funds in such bankss
building and loan associations and savings and Yoan
associationss and in such amounts as way be designated by
the board of investmentss and withdraw such deposits when
instructed to by the board of investmentses The state
treasurer shall withdraw all depositsy or any part therszofys
from time to times to pay and discharge the legal
obligations of the states, duly prsented to him in accordance
with the lawe

(4) Any banks building and loan association and
savings and loan asscciation pledging securities as provided
in this section may at any time substitute securities for
any part of the securities pledgede The collateral so
substituted shall conform to section 4 of this act and have
3 market value at 1least sufficient for compliance with
subsection (2) above. If the securities so substituted are
held in trusts the trustee shalles on the same day the
substitution is madey, forward by registered or certified
mail to the state treasurer and to the depository banks a
receipt specifically describing and identifying both the
securities substituted and those released and returned to
the depository banks

tsi-cFor-—inveatmenta--of——com}-—tox--trust-fund-moneya
under-F9-338tsyv—the-hoard-of-investments—shati-require-ench
Pnatituti ; " it i tod-in-79-307 3

-3= HB 754
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to-not-jeas-thon-3@¥-of -the-coni——tax—-peneys--deposited-——io
that-——tostitutioney-in-the-event-of-defauit-or-josa-in-exceas
of-the-deposited-securitiear-the—-poard-—shat}-—ssaess——thet
exceap—-againgt-—a}i-—other-depoaitory-institutions~in-—which
coai-tax-goneys—haye-been-invested-to-the-—extent——of ——their
aheres———pf--sych--totet=~investmenty——Fhe--}ighitity—of--a
nondefauiting-inatitution-in-—such-cases—ja-—-timited-~to—the
apotunt-of-cotiateral-securitics-it-has-depoaiteds™

Section 2« Section 79-309y ReCeMe 1947y is amended to
read as follows:

*719-309. Investment funds. For each treasury fund
account into which state funds are seqgregated by the
department of administration pursuant to section T9-4l3,
individual transactions and totals of all investments shal}
be separately recorded to the extent directed by the
departmente. Howevers the securities purchased and tash on
hand for all treasury fund accounts not otherwise
specifically designated by 1law or by the provisions of a
gifts donations grants legacys bequest or davise from which
the fund account originates to be invested shall be pooled
in an account to be designated “Treasury Cash Account™ and
plated in one of the investment funds designated belows. The
share of the income for this account shall be credited to
the general funde If within the list hereinafter of separate

investment fundss more than one investment fund is included

-G HB 754
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which may be held jointly with others under the same
separate listings all investments purchased for that
separate investment fund shall be held jointly for all the
accounts participating thereines which shall share all
capital gains and losses 3and income pro rata. Separate
investment funds shall be maintained as follows:

t1) the trust and legacy funds including all public
school funds and funds of the Meontana university system and
other state institutions of learning referred to in sections
2 and 10s article Xe 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 m#intained
by the states Including those now saintained under the
following statutes:

(a) the highway patroimen®s retirement system
described in title 31y chapter 2j

(b} the public employees® retirement system described
in title 68;

(c} the game wardens® retirement system described in
title 68+ chapter 14%;

{d) +the teachers® retirement system described in title
T5y chapter 62; and

{e) the industrial accident insurance program

-5 HB 754
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described in title 924 chapter 1i1;

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

(#)} a fund consisting of giftss donationss grantsse
legaciess bequestss devises and other contributions made or
given for a specific purpese or under conditions expressed
in the gqiftsy donations grants legacys bequests devise or
contribution on the part of the state of Montana to be
observeds If such qifty donations grants legacys bequestse
devises or contribution permits investments and is not
otherwise restricted by its termss it may be treated jointly
with other such giftsy donationss qrantss legaciess
bequestsy devisesy or contributions; and

{5} _a _fund consisting of the coal severance  tax
collections allocated thereto under section 5s Article IXs

£5¥16) such additional investment funds as may be
expressly required by laws or may be determined by the board
of investments to be necessary to fulfill Ffiduciary
responsibilities of the state with respect to funds from a
particular sources™

Section 3. Section T79-310s ReCeMe 1947y is amended to
read as follows:

"79-310. Permissidle investmentse (1) The following

—6- HB 754
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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 T79-307 of this act;

{b}) bondses notess debenturesy equipment obligationss
or any other kind of absolute obligation of any corporation
organized and operating in any state of the United Statess
or in Canada if the obligations purchased are payable in
United States dollars; provided that all investments under
subsection (b) must 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 qualitys 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 mature in two bundred seveaty
{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 periode had a ratio of
current assets to current liabilitiesy including awmong
current liabilities lonqg~term debt maturing uithi# one (1)
yeary of at least one and one-half {1 1/2) to one (1) and

had received net income averaging one million dollars
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($1,0005,000) or wmore 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
{103) of the book value of such funds or would cause the
coammercial paper 'of any one corporation to exceed two
percent (2Z%) 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
($50040005000) ;

(¢} interest—bearing deposits in bankss, building and
Yoan asseciationsy 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 7T9-301; interest on said deposits shall not be

tess than the prevailing rate of interest being paid on

deposits of private funds; for the coal tax trust fuod onlys

(f}) wunencumbered real property and first mortgages on
unencumbered real propertye provided that:

{i} no such mortgage shall be purchased unless:

—-8— HB 154
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{A) the principal amount of the loan secured by the
mortgage is seventy-five percent (75%) or 1less of the
appraised value of the property; or

(8) thirty percent [30%) or more of the Jloan 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 persone firmy 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) no investment shall be made at any time under
subsection {f} which would cause the book valua of such
investments in any investment fund to exceed fifty percent
{50%) of the book value of such funde

{2) Investments from the pooled investment fundy shall
be vrestricted to fixed income securities described in
subsections {a) to (e) abovee.

(3) Kketirement fundsse onlys may be invested in
preferred and common stocks of any corporation organized and
operating in any state of the United Statess orovided that:

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

(b)y if the Investment is preferred stocke the
corporation®s aggreqgate earnings available for payment of

interest and preferred dividendss for a period of five (5}
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consecutive years immediately before the date of investments
havé been at 1least one and one-half (1 1/2) times the
aggregate of interest and preferred dividends required to be
paid during this period; and

{cy} 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
comamcn stock were at least equal to the aggregate of the
cash dividends paid thereon; and

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

{d) no investment wmay 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

~10~ HB 754
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14} ¥he ONLY 103 OF THE coal tox trust fundv-ontyx-may
BAY GOLEECTFED-REFBRE-JANUARY~}y~398+y-AND-AETER-—JANDARY——fv
903 y-=ONEY - FHE-—INFERESF--ON-—FHE-~EOAL--FAX-FRUSF-FUNB be
invested ip the securities described in subsections {l}{aj)s
41)(b)e and (13(e) of this section and subject to these
further restrictionss

i{a) _Of the securities nmentioned in 79-307s investments
shall be limited to those geperal obligation bonds and other
interest-bearing warranis of a political subdivision of the
state of  Mootana which are issued to enable the political
subdivision to jinstal)l epergy conservation measures jn
aof coergy gencrations oas__defiped jn 84-7402. in  pubiic
buildingss or to epable poiitical subdivisions to implement
energy—conserving services to the publicy or

th) Of the corporate bonds weptioned in subsection
{1itb)s only those which epnable an industrial or busjoess
firm to_install energy conseryation GENERATION measures _or
racognized  nonfossil  forms of energy copnservation _in
buildings and in production processes WITHIN THE STATE OF
MONTANA,

{c) Qf the interest-bearing deposits in Montana
certificates of deposit issued to epable the fipancial
institutiop to make Joans at _not more than IF¥--simple

=11~ HB 754
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taterest 2- /2% 2 1s2  PERCENTAGE POINIS IN EXLESS OF THE
INIEREST REQUIRED IO BE PAID UNDER T9-310(1)(E) to _epable
the _borrower to make a capitel investment in 2 building or
other energy-consuming equipment for an epergy conservation
purposes as defined ip 84-7402,

{d} The costs of administering and accounting for the
coal tax trust fund shall be deducted from the _iocome
therefrome In the event _of default of investmentss otner
COAL _TAX TRUST income shall be allocated to_ _reimpburse the
principal_of the funde Subject to the foregoings income from
the fund shatl be credited to the general funde

LE) _THE BOARD DF INVESTMENTSs AFTER CONSULTALION WITH
IHE DEPARIMENT OF NATURAL RESOURLES AND COMSERVATIONs THE
ENERGY _ RESOURCE POLICY OFFICE, THE CITIZENS® ADVISORY
COMMITTEE ON ENERGYs THE DEPARTMENT OF COMMUNITY AFFAIRS.
AND THE PRIVATE EINANCIAL COMMUNITYs. SHALL PROPOSE RULES
WHICH FURTHER DEFINE ELIGEIBLE INVESTMENTS MADE UNDER SECTION
F9=2310(4)tA}e {B)s AND {C) DY AUGUST 31 1971,

+44{5)1 7The state board of investments shall endeavor
to direct the state’s investment business to those
investment fFirmss and/for bankss which maintain offices in
the state and thereby make contributions to the state
economys Furtheres due consideration shall be given to
investments which will benefit the smaller commuinities in

the state of Montanae The state®s investment business will

-12- H3 754
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be directed to out-of-state firms only when there is a
distinct economic advantage to the state of Montana.®

~-End-
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HOUSE BILL NROe 754

INTRODUCED BY MELOY

A BILL FOR AN ACT ENTITLED: "™AN ACT PROVIDING FOR THE COAL
TAX TRUST FUND WITHIN THE UNIFIED INVESTMENT PROGRAM;
DIRECTING THE INVESTMENT OF THE FUND IN SECURITIES WHICH
PROMUTE ENERGY CONSERVATION AND ALTERNATIVE ENERGY
DEVELOPMENT; AMENDING SECTIONS 79-30ls 79-309y AND 79-310,
ReCaMe 194T7."

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

Section le. Section 7T9-301y ReCleMe 1947y is amended to
read as follows:

%79-301- Deposit of funds in the hands of the state
treasurera. {1) Under the direction of the board of
investmentsy the state treasurer shall deposit public moneys
in his possession and under his control in solvent bankse
buitdina and Tloan associationses and savings and loan
associations located in the states except as otherwise
provided by Taws subject to national supervision or state
axamination. The board of investments may require the
payment of quarter annual interest on daily balances of
collected funds at a rate to be agreed upon bhetween the
depository bankse building and 1loan associationss and

savings and locan associations and the board of investmentss
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which rate shall be fixed semiannually durinag the months of
July and January of each years

t2) No such deposits in excess of the amount insured
by the federal deposit insurance corporation or federal
savings and loan insurance corporation shall be made unless
the bank building and loan association and savings and l1oan
association first delivers to the state treasurer or
deposits in trust with some solvent bank as hereinafter
provided as security therefors bonds or other obligations of
the kinds listed in section 4 of this acts having a market
value at least equal to the amount of such deposits in

excess of the amount so insureds. Howevers——security——for

depositedy-——nas——provided--jn-—aubsection-—45ty The board of

investments may require security of a greater value. When

negotiable securities are placed in trust, the trustees®
receipt may be accepted instead of the actuwa} securities if
the receipt is In favor of the state treasurery his
successors in offices and the state of Montanas and the form
of receiot and the trustee have been approved by the board
of investments.

{3) #hen moneys have been depositeds under the board
of investments and in accordance with the laws the treasurer
is not liable for 1Joss on account of any such deposit

cccuring from any cause other than his own nealect or fraude.
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The state treasur2r shall deposit funds in such hanksy
builtding and 1loan associations and savings and loan
associationses and in such amounts.as may be desianated by
the board of investmentss and withdraw such deposits when
instructed to by the board of investmentse. The state
treasurer shall withdraw all depositss or any part thereofs
from time to timesy to pay and discharge the leagal
obliaations of the statey duly prsented toe him in accordance
with the lawe.

(%) Any banks building and loan association and
savings and loan association pledging securities as provided
in this section wmay at any time substitute securities for
any part of the securities pltedgedse The collateral so
substituted shall conform to section 4 of this act and have
a market value at least sufficient for compliance with
subsection (2) aboves If the securities so substituted are
held in trusty the trustee shally on the same day the
substitution is mades forward by registered or certified
mail to the state treasurer and to the depository banks a
receipt specifically describina and identifving both the

securities substituted and those released and returned to

the depository banke
t2t-——for-—investmenta-——of ——cont-—tax-—trust—fund-moneys
under-¥3-319+4¥v—the-hoard-of-investments—shati-renuire-each
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ameunt-of—cotintersi-securities—tt-has-depositedy”

Section 2. Section 7T9-309s ReleMe 1947+ is amended to

read as follows:

*79-309, Investmant funds. For each treasury fund
account into which state funds are seqgregated by the
department of administration pursuvant to section T9-413,
individual transactions and totals of all investments shall
be separately recorded to the extent directed by the
department. Howevers the securities purchased and cash on
nand for all treasury fund accounts not otherwise
specifically desianated by law or by the provisions of a
qifte donationy grantsy leaacys bequest or devise from which
the fund account originates to be invested shall be pooled
in an account to be desianated "Tréasury Cash Account® and
placed in one of the investment funds desighated belowe The
share of the income for tnis account shall be credited to
the general funde If within the list hereinafter of separate

investment fundss more than one investment fund is included
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which may be held jointly with others under the same
separate listinge all investments purchased for that
separate investment fund shall be held jointly for all the
accounts participating thereins which shall share all
capital gains and losses and income pro rata. Separate
investment funds shall be maintained as follows:

{1} the trust and Tegacy funds including a1} pudblic
school funds and funds of the Montana university system and
other state institutions of learning referred to in sections
2 and 10y article X+ of the 1972 Montana constitutionsy and
all money referred to in section 79-410(8);

{2) a separate investment funds whith may not be held
jointly with other fundse for wmoney 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 patroimen®'s retirement system
described in title 31y chapter 23

{b) the public employees® retirement system described
in title 583

{c) the game wardens® retirement system described in
title 8y chapter 14;

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

(e} the industrial accident insurance srogram

5= H8 754
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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 giftsy donationss Qgrantss
legaciesy bequestsy devises and other contributions made or
given for a specific purpose or under conditions expressed
in the gifte donations grante legacyy bequeste devise or
contribution on the part of the state of Montana to be
observeds If such giftsy donations qrants legacys bequesty
devises or contribution permits investmenty and is not
otherwise restricted by its termss it may be treated jointly
with other such giftsy donationss grantses legaciess
bequestss devisess or contributions; and

{5)__a _fund copsisting of the coal severance .tax
collections allocated <thereto under section 5 Article IXs
of the Montana constitution: and

€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 fulfitl fiduciary
responsibilities of the state with respect to funds from a
particular source."

Section 3. Section T79-310+ RaCeMe 1947y is amended to
read as follows:

®79-310. Permissible investmentses (1) The Ffollowing
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securities are permissiple investments for all investment
funds referred to in 79-309y except as indicated:

{a}) any securities authorized to be pledaed to secure
depesits of public funds under 79-307 of this act;

{b} bondss notess debenturesy equipment obliaations,
or any other kind of absolute obligation of any <corporation
organized and operating in any state of the United Statess
or in Canada if the oblioations purchased are payable in
United States dollars; provided that all investments under
subsection (b} wmust 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 qualitys as defined by
one (1) nationally recognized rating agencys issued by any
corporation organized and operating in any state of the
United 5tatess provided that:

(i) such securities mature in two hundred seventy
(27T0) days or less; and

{ii) the issuina corporationy or the pareﬁt company of
a fipance subsidiary issuing commercial papers at the time
of the last financial reporting periods had a ratio of
current assets to current liabilitiess including amona
current liabilities long-term debt maturing within one (1)
years of at least one and one-half (1 172) to one {1); and

had received net income averaging one million dollars
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{$190004+C00) or mere annually for the creceding five (5)
yvears; and

{iii) no investment may be made at any time under
sutsection (c) which would cause the book value of such
investments in any investment fund to exceed ten percent
{i0%) of the book value of such fundsy or would cause the
commercial paoer of any one corporation to exceed two
nercent {2%) of the book value of such fund;

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

{e) interest—bearing deposits in bank;- building and
loan associationsy and savings and loan associations located
in the state of Montana. provideds howevers 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 ipterest being paid on
deposits of private funds; for the cgal tax trust fund golys
. - — e i i . 3 ped—in-t
state—ere—also-permitted-and the resitrictions on  interes®
pajd do not apply;i

{f) unencumbered real property and first mortqages on
unencumbered real propertys provided that:

(i) no such mortaage shall be purchased unless:
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{A} the principal amount of the loan secured by the
mortgage is seventy-five percent (T75%) or less of the
appraised value of the property; or

{8) 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 firmes 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 w®made at any time under
subsection {(f) which would cause the bobk value of such
iﬁvestments in any investment fund to exceed fifty percent
(50%) of the book valtue of such fund.

{2) Investments from the pooled investment funds shalil
be restricted to fixed income securities described in
subsections {a) to {e) above,

{3) Retirement fundse onlysy may be invested in
preferred and common stocks of any corporation organized and
operating in any state of the United States, orovided that:

{a) the corporation has assets of a value not less
than ten million dollars (310+4000+000); and

{b} if the investment is preferred stocks the
corporation's agaregate earninas available for payment of

interest and preferred dividendss for a period of five (5)
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consecutive years immediately before the date of investmente
have been at Jleast one and one-half (1 1/2). times the
angrecate of interest and preferred dividends required to be
paid during this periocd; and

{(c}y if the investment is common stocks

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

(ii) the aggregate earnings of the corporation during
this period which were availtable 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 (2X) of the assets of
any retirement fund may be invested in common stocks or in
fixed income securities convertible into common stock not
conforming to the dividend and earnings standards stated in
paragraphs (i) and (ii) aboves so long as the corporation
maintains the asset value required in subsection {a) and
evidences appropriate growth potential and probable earnings
gain; and

(d} no investment wmay be wmade 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 fundsy or would cause the
stock of one corporation to exceed one percent (IX) of the

book value of such retirement fund.
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interest 2-iF2% 2 1/2 PERCENTAGE POINTS IN £XCESS OF _JHE
INTERESY REQUIRED YO BE PAID UNDER 79-310(13{E) to enable
Rurposes as defined in 84-7402.

coal tax trust fund shall be deducted from the income
therefrome In the event of default of investmeniss gther
L0AL TAX TRUST income shall be allocated to reirburse the

N ; £ . - €

the fund shall be credited to the gepera} funde

19-310({4)(A)s (B)e AND (C} BY AUGUST 31y 1977.

+4¥(5) The state board of investments shall endeavor
to direct the state®s investment business to those
investment firmss andsor bankse which maintain offices in
the state and therehy make contributicns to the state
economye Furthers due consideration shall be aiven to
investments which will benefit the smaller communities in

the state of Montana. The state's investment business will
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te directed to out-of-state firms only when there
distinct economic advantage to the state of Montana."™

—-End—-
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