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INTRODUCED BY 
~"''~-2# 

A BILL FOR AN ACT ENTITLED: •AN ACT PROVIDING FOR THE CaAL 

TAX TRUST FUND WITHIN THE UNIFIED INVESTMENT PROGR~~; 

DIRECTING THE INVESTMENT OF THE FUND IN SECURITIES WHICH 

PROMOTE ENERGY CONSERVATION AND ALTERNATIVE ENERGY 

DEVELOPMENT; AMENDING SECTIONS 79-301t 79-309, AND 79-310, 

R.C.H. 19-47.• 

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

Section 1. Section 79-30lo R.c.M. 1947• is a~~ended to 

read as follows: 

•79-301. Deposit of funds In the hands of the state 

treasurer. (1) Under the direction of the board of 

investments, the state treasurer shall deposit public moneys 

in his possession and under his control in solvent banks, 

building and loan associations, and savings and loan 

19 associations located in the state, except as otherwise 

20 provided by law, subject to national supervision or state 

21 examination. The board of investments may require the 

22 payment of quarter annual interest on daily balances of 

23 collected funds at a rate to be agreed upon between the 

24 depository bankso bui~ding and loan associations, and 

25 savings and loan associations and the board of invest~entso 
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which rate shall be fixed se•iannually during the months of 

July and January of each year. 

(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 loan 

association first delivers to the state treasurer or 

deposits in trust with so•e solvent bank as hereinafter 

provided as security therefor, bonds or other obl~ations of 

the ~inds listed in section~ of this act, having a •arket 

value at least equal to the aaount of such deposits in 

excess of the a.ount so insured. Hawever.: seCUrity- for 

deop&jt$ Of "cOaT (aX'(CUSt fudd$ PaY De lesS than'tbe awoUnt 

deoostt~. as "p(ofided· ·;n subsectio<f ~ "The board of 

investments •ay require security of a greater value. When 

negotiable securities are placed in t~ust. the trustees• 

17 receipt may be accepted instead of the actual securtties if 

18 the receipt is in favor of the state treasurer• his 

19 successors in office, and the state of Montana, and the fo~m 

20 

21 

22 

of receipt and the trustee have been approved by the board 

of i nv:est~nts. 

{3) When moneys have been deposited, under the aoard 

23 of investments and in acco~dance with the 1awo the treasurer 

24 is not liable for loss on account of any such deposit 

25 occuring from any cause other than his own neglect or fraud. 
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The state treasurer shall deposit funds in such bankso 

building and loan associations and savings and loan 

associations, and in such aaounts as may be designated by 

the board of investments. and withdraw such deposits when 

instructed to by the board of investments. The state 

treasurer shall withdraw all deposits, or any part thereofo 

fro• time to time, to pay and discharge the 1 eQal 

obligations of the state, duly prsented to him in accordance 

vi th the 1 aw. 

(4) Any bank, building and Joan association and 

savings and loan assocoation pledging securities as provided 

in this section may at any time substitute securities for 

any part of 1che securities pledged. The collateral so 

substituted shall con~orm to section 4 of this ·act and have 

a market value at least sufficient for compliance with 

subsection (2) above. If the securities so substituted are 

held in ·trust, the trustee shall, on the sa10e day the 

substitution is madeo forward by registered or certified 

•ail to the state treasurer and to the depository bank, a 

receipt spec if i cat 1 y descr ibl ng and i dent tfyi ng both the 

securities substituted and those released and returned to 

the depository bank. 

~~ For investments of coal tax trust fynd moneys 

under J9~3Jqf411 the board Of 'jriyestments ·shall r¢guire·each 

~tutjon t2_depos!t securities enumerated in 79-307 equal 
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to not Jess than 10% of the coal tax moneys depgsjted _in 

~_institution. In the event of default or Joss jn excess 

of the denosited securities. tbg board shall a5sess that 

~L against all other deoos!torx instjtutrons in which 

&oal tax moneys haye begn jnyested to·the extent of their 

sha(es of' sych total 'j nyesbognt. The l j allil j ty of a 

nondef9yltjng jnstjtutjQn jn $U(h casds'j$ liajted to~ 

~mount of collateral securjtjes jt has deposjtgd.n 

Section 2. Section 79-309, R.c.H. 1947• is aaended to 

read as follows: 

•79-309. Invest-ant funds. For 

account into which state funds are 

department of ad•inlstration pursuant 

each treasury fund 

segregated by the 

to section 79-413• 

individual transactions and totals of all investments shall 

be separately recorded to the extent directed by the 

department. However. the securities purchased and cash on 

hand for all treasury fund accounts not otherwise 

specifically designated by law or by the provisions of a 

gifto donation, grant, legacy. bequest or devise from which 

the fund account originates to be invested shall be pooled 

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

placed in one of the investment funds designated below. The 

share of the income for this account shall be credited to 

the general fund. If within the list hereinafter of separate 

investment fundso more than one investment fund is included 

-4-
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which may be held jointly with othgrs under the same 

separate listing. all investments purchased for that 

separate investment fund shall be held jointly for all the 

accounts participating therein• which shall share all 

capital gains and losses and income pro rata. Separate 

investaent funds shall be maintained as follows~ 

(1) th~ trust and legacy fund. including all public 

school funds and funds of the Montana university system and 

other state institutions of learning referred to in sections 

2 and 10 9 article x, of the 1972 Montana constitution. and 

all .oney referred to in s~ction 79-%10(8); 

(2} a separate inv·est,...nt fund• which •ay not be held 

jointly with other funds, for soney pertaining to each 

retirem~nt or insurance systc• now or hereafter maintained 

by the state. including those now maintained under the 

following statutes: 

{a) the highway patrolmen•s reti resent system 

described in title 31, chapter 2; 

(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 

75, chapter 62; and 

(e) the industrial accident insurance program 
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described in· title 92• chapter 11; 

(3) a pooled investment fund• including all other 

2ccoun~s within the tre3sury fund structure established by 

secti"n 79-410; 

(4) a fund consist-ing of gifts, donations. grants, 

legacies. bequests. devises and other contributions aade or 

given for a specific purpose or under conditi-ons expressed 

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

contribu-tion on the part of ·the state of Montana to be 

observed. If such gift. donation:, grant. 1 egacy. ·bequest, 

devise, or contributton permits invest•ent. and is not 

otherwise restricted by its ternas.- it ·•ay be treated jointly 

with other such gifts, donations, grants, legacies. 

bequests• devises, or contribUtions; end 

f5l a· furtd consist"ing of t.be ·coal seygrante tax 

collections al!otat:ed therefo under s!Ktion ·5, tllrtlcle IX. 

of the Montana constitution: and 

1-5-t·.uu such additional investment funds as ~ay be 

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

of investMents to be necessary to fulfill fiduciary 

responsibilities of the state with respect to funds from a 

pa~ticular source." 

Section 3. Section 79-3~0. R.C.M. 1947• is amended to 

read as follows: 

•79-310. ~ermissiblB investments. {1) The following 

-6-



2 

3 

4 

5 

6 

7 

8 

9 

10 

ll 

12 

13 

14 

15 

16 

17 

111 

19 

20 

21 

22 

23 

24 

25 

LC 1075/01 

58-curities are permissible investments for all invest.ment 

fund~ 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 States, 

or in ·canada if the obligations purchased are payable in 

United States· dollars; provided that all 

subsection· (b) must be rated by one 

invest~ents under 

( 1 ) nat i on a 11 y 

recognized rating agency among the top third of their 

quality categories, not applicable to defaulted bonds; 

(c) co•~rclal paper of priMe quality, as defined by 

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

corporation organized and operating in any state of the 

United States, provided that: 

(i) such securities mature in two hundred seventy 

(2?0) days or less; and 

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

a finance subsidiary issuing commercial paoer, at the time 

of the last financial reporting periodo had a ratio of 

current assets to current liabilities, including a~ong 

current liabilities long-ter~ debt maturing within one (1) 

year, 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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($!,000,000) or more annually for the preceding five (5) 

years; and 

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

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

investments in any investMent fund to exceed ten percent 

(10%} of the book value of such fund• or would cause the 

commercial paper of any one corporation to exceed two 

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

its 

(d) bankers• acceptances guaranteed by any bank having 

principal ·office in ·any state of the United States and 

having deposits in excess of five hundred million dollars 

IS500.ooo.OOO); 

{e)' ·interest-bearing deposits in banks. building and 

loan associations• and savings and loan associations located 

in the state of Montana, provided• however. ~hat the board 

of investments shall require pledged securities as specified 

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

less than the prevailing rate of interest being paid on 

d,eposits of private funds; for the coal tax ·trust fuod only. 

interest-bearing deposits in credit unions Jpcated jn thg 

state-are also perwjtted and the restrlctjgns on jnterest 

oajd dp not aoply; 

{f) unencumbered real property and first mortgages on 

unencu.bered real property, provided that: 

lil nc such mortgage sh3ll be purchased unless: 

-8-
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(A) the principal aDOunt of the loan secured by the 

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

appraised value of the property; or 

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

is guaranteed or insured in the event cf default by the 

United States of kmerlca or an agency thereof; or 

(C) the mortgagor has leased the mortgaged property to 

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

the lease are guaranteed for the full -ter• of the loan !:Jy an 

agency of the United States; and 

(il)no invest111ent shall be .ade atanyti-·under 

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

investments in any rnvestment fund to exceed· fifty percent 

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

(2) Investments from the pooled investment fund. shall 

be restricted to fixed incase securities described in 

subsections (a) to (e) above. 

(3) Ret i retaent funds, only. ~ay be invested in 

preferred and co•mon 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 mill ion dollars {$10,ooo.ooo) ;· and 

(b) if 

corporation•s 

the investment is 

aggregate earnings 

preferred stock, the 

available for payment of 

interest and preferred dividends. for a period of five (5) 
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consecutive·years imaedlately 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•mon stock, 

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

least five (5)' years i•-d·iately before it is purchased; and 

(ii) the aggregate earnings of the corporation during 

this period -which were· available for pa.,..ent of·-dividends on 

co•.on stock were at least equal to the aggregate of -the 

cash· dividends paid ther·eon; and 

· (iii) not aore than· tvo percent (2%) of· the assets of 

any retirement fund •ay be invested in com.on stocks or in 

fixed inc0110e secur·ities convertible into colllliKJn stock not 

conforming to the dividend and earnings standards stated in 

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

•aintains t~e asset value required in subsection (a} and 

evidenc~s 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 retire~ent fund to exceed twenty percent 

(20l) of thP book value of such fund. or would cause the 

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

book value of such retirement fund. 

-to-



2 

3 

4 

5 

b 

7 

8 

LC 1075{01 

(4) The coal tax trust fundo anlyo may be jnyested _in 

the se¢urities descrjbed in subsections Clrta), i1I1bJ. and 

!1)le) of this section and sybject ~these furtheL 

restrjctjons: 

Ia) Qf t.h e securit' ____ tes pentjo _ 

shall b¢ ll•"t ned on 79-
307 

.. 'ed tg ·thpse•n· . . ' anygstments 
- ,.eneral ·obl-
tnterest beartogatjon bpnds ad ng 'warrants: of 'a ·o. n_ other 

ntana which . tyosoon of ~ 
are as:;ued to enable the polit" ___ ,cal :s:t:a:t:e~o~:f~Mo::~:::=::~~~~~~~~Ln~l:i:t=:fc::a:l::·s:up::d~-::·~-:·~~~ 9 subdil!i:;iOn · to· im>t41I ·enetg)' ·conse(y;UioO 11¢a:iu(eS in 

10 

11 

12 

publj c:: t>u iJ d1 Jb~s or to l:ns:t ;U 1 a tgcogn tz¢d non toss i 1 for• 

of ·energy :gengTatimh as defjned in · 8§-1\QZ• jn public 

buildings• or to enable political sybdiyisions t.Q i•ple.ent 

13 energt=consarvirtg·serviCe$ to·tne pUblic; or 

14 

15 

16 

17 

18 

!bl Vf the cgrporate bgnds mentioned jn ·subsection 

UHblt only those wbich ehablg an jndustf"ial ot 'b!Jsjol!!i!i 

fir• to jnstall .energy consgrjatign measures Or rgCognjzed 

nonfgss j 1 ·torms of energy conservation jn buj ldjngs · and j n 

prgductjon prqcesses. 

19 fcl Of thg int.ergst bearing deposits jn Montana 

20 financial instjtytiOns. jnyestpents shall be ll•ited to 

21 &l:.U.il.i~ ·of deposit jssyed to ·-enab]e the financial 

22 institution to make loan~ not more I»an 7% simple 

Z3 interest to enable the bgrroygc to make a capital inyestment 

24 in a· byjldirtg -pr other~ergy-coosumjngEquipaent for ·an 

25 ~nergy cgnseryation purpose, as~ined in 84-7402. 
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fdl The costs of admjnisterlng and accpuotinq far the 

coal tax tryst fund shall bg deduCtgd from ttle income 

tbere~rQm• In the eVent of default- of jnye$t-ents. other 

jncowe shall be allocated to cgipburse thg orjncjpal of the 

fund. Sub ;ec·t tp the fprggoimb jncoge fcom the fynd shal 1 

be credjtgd to the general fund. 

~~12l The state board of investaents shall endeavor 

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

investment firms. andtor banks. which maintain offices in 

10 the state and thereby ~Bake contributions· to the state 

11 

12 

econo•Y• Further, due· consideration shall be given to 

investaents which will benefit the s•alleT co.-unities in 

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

14 be directed to out-of-state Fir•s only· ·wnen there is a 

15 distinct econo•ic advantage to the state of Montana,• 

-End-
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ST.!l.TE OF MONTANA 
REQUEST NO. _59~.:-lZ._ __ . 

FISCAL NOTE 

Fol'm RD·/5 

In compliance with a .. written request reCI~lved --·-----·· N.J.ar~b. --~--- ____ , 19 _7_L , there is hereby submitted a Fiscal Note 

For ___ t'_o_u_sE! -~l!!_ __ ?_~ .. pursuant to Chapter 53, Laws of Montana, 1965 ·Thirty-Ninth Legislative Assembly. 

Background information used in developing this Fiscal Note is C)vailablr. 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 legislation 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 $ 56,000 $152,000 
Estimated increase in expenditures 59,190 61,453 

Net additional General Fund burden due to 
proposed legislation $115,190 $213,453 

NOTE: Short-term reduction in revenue will be offset to some degree by the "economic multiplier effect"* through 
the u.se 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. 

..., ol'ff' 

-~ .. _.p ~~-~-~~ 
BUDGET Dl RECTOR 

Office of Budget and Program Planning 

0 t 0. 8 - "?2 a e: _ _ 
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INTRODUCED El ~ELO! 

Approved by Cowmittee 
on ~- Resources 

A BILL ?CB AN AC~ ENTITLEt: ~AN ACT PROVIDING FOR THE COAL 

TAX TFUST FU~D WITHIN THE UNifiED !~VESTMENT PROGRAM; 

9IREC"ING THE INVESTMEN~ OF THE FUND IN SECURITIES WHICH 

PROMOTE E NfR G"! CONSERVATION AND ALTERNATIVE ENEFGY 

DEVELOP~ENT; A~ENDING SECTIONS 79-301, 1~309, AND 79-310, 

R.c. ~. 1947." 

FE IT eNACTED BY THE LEGISLATURE OF TBE STATE CF ~ONTANA: 

Section 1. Section 79-301, R.C.~. 19Q7, is aaended to 

read as fcllo~s: 

"79-301. Deposit of funds in the hands of tbe state 

t reasu~er:. (1) Under the direction of the board of 

in•estments, the state treasurer shall deposit public moneys 

in his possession and under his central in sel•ent tanks, 

buildi~g and loan associations, and saYings and loan 

associations locate~ in the state, escept as otherwise 

Frcvi~~d by law, subject to national SUFer•isicn or state 

exa~ination. Iho board of investments may require the 

paym~n~ of quarter annual interest en daily balancEs ct 

collected funds at a rate to te agreed upon tetween the 

depository b<Inks, building and loan associations, and 

savings and loan associations and the board of investments, 

SECOND R E A D I N G 
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~hicb rat~ shall be fiseJ semiannually during the acntbs of 

July and January cf each year. 

{2) No such deposits in escess of the a•ount insuren 

by the federal deposit insurance corporaticn 01: federal 

savings and lean insurance cerporation shall he made unless 

the banK building and loan association and savings and lean 

association first delivers to the state treasurer or 

deposits in trust vith soae sol•ent bank as hereinafter 

pro•ided as security therefor, bonds or other obligations of 

the kinds listed in section 4 of this act, ha•ing a •arket 

•alue at least egual to the amount of such deposits in 

excess of tbe aaount so insured. 

titi~ef_eeal !H::tUst fllti§=~e:::l:UB tb.B t}tt~t! 

i~!esit~-~--!E,Yiiee __ i&_ S§~~i!B -~ The board of 

in•estaents may require security of a qreater •aloe. When 

negotiable securities are rlaced in trust, tbe trustees• 

receipt may be accepted instead of the actual securities if 

the ~eceipt is in favor ot the state treasurer, his 

successors in office, and the state of ~ontana, anc the form 

of receirt and the trustee have teen arfro•ed ty the beard 

of investmEnts. 

(3] When moneys have been deposited, under the taa£d 

of investments and in accordance with the law, tbe treasurer 

is nat lia~Ja for loss en account of any such deposit 

occuring from any cause other than his ovn neglect or fraud. 

-2- ~~ 754 



2 

3 

4 

5 

6 

7 

a 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

HE 0754/0< 

The state treasurer shall deposit fo~ds i~ such banks, 

building and 

a.ssociaticns, 

loan 

and 

associations and savings and lean 

in such amounts as ~ay te designated ty 

the boarJ of invest•ents, a~d withdraw such deposits when 

instructed to by the board of invest•ents. 1he state 

treasurer shall withdraw all deposits, or any rart thereof, 

fro• time to tiae, to pay and discharge the legal 

obligations of the state, duly prsented tc hia in accordance 

with the law. 

(4) Any bank, building and loan asscciaticn and 

savings and loan association rledging securities as provided 

in this section •ay at any ti•e substitute securities tor 

any part of the securities pledged. lhe collateral so 

substituted shall confer• tc section 4 of this act and have 

a market value at least sufficient for co•pliance with 

subsection (2) above. If the securities so substituted are 

held i~ trust, the trustee shall, on the sa•e day the 

substitut1on is •ade, forward by registered cr certified 

mail to the state treasurer aod tc the derository bank, a 

receirt specifically describing and identifying beth the 

securities substituted an~ those released and returnEd tc 

the depository bank. 

f:t==~ iaves~•eB!se-~ ~§Al !S1==!~!~~-ma§~~e 

~f-?2=31fri~Lz tn~ ~!! e!_i~•~s!~ §&all £~!Bii~-~i~h 

ia~ttt§~LBR !~ i~eit §e~SEi~i~§=~~~!~~=i2=~i2=~~~ 
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~~i~e!i~~~~y~_§f_As!a§i!_§~ le~f-i~=~~ 

~e~~~-!l~!~Iit!~ !&~--~~~§ __ ~bali ~s§ __ !ba! 

!:JBe§~§2iB~t _sl-L au~~~~ H§:tiMH:fi.!i-4! wa!§i! 

~-za,._~,.,.Y!l=:tifi_lle~a if!~~~!:!L~!=d==!mt 

aae!~t~tAB!r-l~teti§R if! §B~_!lt~~e_=li!i!ai-=~==tb~ 

u~!!.!=* ct;B!.!steul ~ties-4+--~j~!e!tll~tz" 

SPction 2. Section 79-309, h.C.~. 1947, is a•ended to 

read as fellows: 

"79-309. Invest•ent funds. For 

account into which state funds are 

depart•ent of administration pursuant 

each treasory 

segregated by 

fond 

the 

to section 79-413, 

individual transactions and totals of all invest•ents shall 

be separately recorded to the eztent directed ty the 

depart11ent. However, the 

h~nd for all tre~sury 

securities fUrchased and cash on 

fund accounts net ctherwise 

specifically designated by law cr by the ~~ovisions of ~ 

gift, donation, grant, legacy, bequest or devise frc• which 

the fund accnunt origin~t~s to bE investEd shall ~e fOCl€d 

in an acccuut to te iesignated "Treasury Cash Account" and 

placed in one of the invest•ent funds designated telcw, !be 

share of the income for this account shall be cLedited to 

tne general fund. If within the list hereinafter of 5eparate 

investment tunes, more than one investment fur1 is included 
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which may be held jointly with others under 

SPFarate listing, all invest•ents FUIChased 

sorarate inVPstment fund shall te held jointly fc~ 

accounts participating therein, vbicb shall 

capital gains and losses and incc•e fiC rata. 

investment funds shall be maintained as follows: 

HE C154tC2 

the sa11e 

fc~ that 

all the 

share all 

Separate 

( 1) the trust aod legacy fund, including all fUblic 

school funds and funds of the Montana uniYersity syste• and 

other stato institutions of learning referred to in sections 

2 and 10, article 1, of the 1972 !ontana constitution, and 

all 11cney referred to in section 79-410(8); 

(2) a separate invest•ent fund, which •ay not be beld 

jointly ~ith ether funds, fo~ money pertaining to each 

retirem~nt or insurance system nov or 

by the state, including those nov 

following statutes: 

(a) the highway patrol•en•s 

descrited in title 31, chapter 2; 

hereafter •aintained 

maintained onder the 

retire•ent syste"' 

(b) the public employees• retire•ent syste• described 

in titl€ 68; 

(c) tha qame wardens• retirement system described in 

title f8, chafter 1ij; 

(d) the teachers• retire•ent syste• described in titl€ 

75, chapter 62; and 

{e) the industrial accident insurance p:og~a• 
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descriteJ in title 92, chapter 11; 

(3) a pooled investment fund, including all ether 

accounts within the treasury fund structure established by 

section 79-410; 

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

legacies, bequests, devises and other contributions •ade or 

given for a srecific rurpose or under ccnditicns ezfressed 

in the gift, donation, grant, legacy, bequest, deyise o~ 

contribution on the part of the state cf !ontana to tE 

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

devise, or contribution per•its investEent, and is not 

otherwise restricted by its ter•s, it •ay be treated jointly 

with other such gifts, dcnations, grants, legacies, 

bequests, devises, or contributions; a.e 
l21__2 __ !und consistiRS _ _£1__1~__££21__§~£§_-!Al 

~ollec1i~-~ocated ther~iQ_~er s~ction 5, Article 1!~ 

gf_!h~~2~ien2-£~st!!Y!i2~~ ana 

~~tJ§l such additional ipvest•ent funds as •ay be 

exrressly required by law, or •ay be deter•ined ty the board 

of investments to be necessary to fulfill fiduciary 

responsitilities of the state with resrect to funds from a 

particular source." 

Section 3. Section 79-J1C, a.C.M. 1947, is a•ended to 

read as tcllcos: 

"79-310. Per•issibl~ investments. ( 1) The follcving 
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securities are permissible invest~ents tor all inYest•ent 

funns referred to in 79-309, except as indicated: 

(a) any securities authorized to he pledged tc secure 

deposits at public funds under 79-307 cf this act; 

{b) bonds, notes, debentures, equir•ent otligations, 

or any ot~~r kicd of absolut~ otliqaticn of any co~poraticn 

organized and operating in any state of tbP United States, 

or in Canada if the obligations purchased are pajahle in 

Unit~d states dollars; provided that all inwest11ents under 

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

recognized rating agency aaong the top third cf their 

quality categories, net applicable to defaulted bonds; 

(c} ccm•ercial paper of priae quality, as defined by 

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

corporation organized and operating in any state of the 

United States, provided that: 

(i) sucll secUI:ities ~~<ature in tvc hundred seventy 

( 27'l) da y:s or less; and 

(ii) the 1ssuing corporaticn, cr the parent co•Fany cf 

a finance subsidiary issuinq com~ercial pape~, at the time 

of th~ last financial reporti~g fericd, had a ratio of 

cur~ent assets to cu~rent liabilities, including amonq 

current liabilities long-term debt ~atnrinq within one (1) 

year, of at h•ast one and one-half (1 1/2) tc cne (1); and 

had receiv~d n~t incoaE averagirg cue million dollars 
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($1,noc,OCC) or ~ore annually for the preceding five (5) 

years; and 

(iii) no investaent 11ay be •ade at any tiae onder 

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

investments ir any investment fund to eiceed ten percent 

(lO'I) of the beak value cf such fund, cr would cause the 

commercial pap~r cf any one corporaticn tc eiceed two 

percent (2~) of the book value of sucb fund; 

(d) bankers• acceptances guaranteed by any tank having 

its principal office in any state of the United States and 

having deposits in excess of five hundred aillion dollars 

($500,COO,OOO); 

(e) interest-bearing deposits in banks, buildi~g and 

loan associations, and savings and loan associations located 

in the state of ~cntana, provided, however, that the board 

of investments shall require Fledged securities as Sfecified 

in section 19-3C1; interest on said deposits shall not te 

less than the prevailing rate cf int€rest being raid CD 

deposits cf rrivate funds; fo!_!~g_£~1-!2!_!{~~!_f~Q-2Bl~£ 

!!:!!H<£§t:!l.!la£i!!~-~f£1!9S!i~L ---H=-~4,-t--j!i!:!:!!:!l:~..,~!!!_!l!.<£ 

~~~-als.!J_~g£~~~~ !h.!l __ ~g~!~!£!i£n~--fli-_i£!~~.!ls! 

R2iQ_gg_n~flY4 

(f) unencumbered real frcperty and first •ortgages on 

unencumbered real Froperty, provided that: 

(i) nc such mortgage shall be purcllased unles~: 

-8- liE 75q 
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(A) the principal aaount cf tne lean secured by the 

mortgage is se~enty-five percent (751) or less cf the 

appcaised value of the property; cr 

{B) thirty p•rcent (3Cl) cr mere cf the lean sEcured 

is guaranteed or insured in the event of default ~J the 

United States of America cr an agency thereof; or 

(C) the mortgager bas leased t be mortgaged property to 

a person, firm, or corporation whose rental payments under 

the lease are guaranteed for the full term of the lean ty an 

agency of the United States; and 

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

subsection {f) which would cause ~be book value of such 

investaents in any invest•ent fond to e1ceed fifty percent 

{50') of the book value of such fund. 

(2} Investments from the pooled investment fund, shall 

be r~stricted to fixed income securities described in 

subsections (a) tc (e) above. 

13) Retirement funds, only, may be invested in 

preferred and common stocks cf any corporation organized and 

operating in any state of the UEited States, frovided that: 

(a) the corporation has assets cf a value net less 

than ten million dollars ($1C,OOO,OCO); and 

(b) if the> investment is preferred stcck, the 

corporation's aggregate earnings available for payaent of 

interest and preferred dividends, for a period of fiye (5) 
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consecutive years immediately b€fore the date of investaent, 

have teen at least one ana one-half (1 1/2) ti liES the 

aggregate of interest and preferred dividends required to te 

paid during this period; and 

(c} if the investment is common stock, 

(i) the stock has paid cash dividends in each cf at 

least five {5) years iamediately ~efore it is purchased; and 

(ii) the aggregate earnings cf the corporation during 

this period which were available for pay•ent of dividends on 

co••on stock were at least equal to the aggregate ot the 

cash dividends paid thereon; and 

(iii} net more than two percent {21) of the assets of 

any retire•ent fund •ay be invested in common stocks or in 

fixed incoae securities convertible into co•mon stack not 

confor•ing to the dividend and earnings standards stated in 

fat:agraphs {i) and (ii) abo..-e, so long as the corpo:ration 

maintains the assf>t value reguired in sntsecticn (a) and 

evidences appropriate growth potential and prctatle earnings 

gain; and 

(i!) no investment say te made at any ti•e under 

subsection (3) which would cause the book value of soch 

invest~ents in any retirement fund to exceed twenty ~ercent 

(2C~} of the book value cf such fund, or would cause the 

stock cf on<> corporation to exceed one ~ercent ( 1'} cf the 

book valuE of such retiresent fund. 
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l!l ~ JOX_Ql_tHi ££2l __ !2!-_!~~2! __ f~gz __ ~!!%z -!!l 

£~!£IED_]ffOR!_~!Q~_12s1~-!!Q_!!l~!_J!!Q!El_!~_11ll£ 

Q!L! __ !HE_l!l~I~l_Q!_l]!_fQ!!_l!l_l£]~1-!Y~ ~~i2!~~!~§_ig 

th~-22£~i!i2s_de§£~i~~Q-lll_§]B§!£!ion§_JJ~lL-JllJ!~--ABQ 

J11J~ __ Qf__!~is _ _§~Qti2A_~Q_ suhje£! __ !£ ___ t£~--1~r!h~! 

!~ri£tiOD§~ 

lSl_ of the £ecuri!i£§_~~Y!i2~i2_]9-3C7. !~yg~•ents 

~tlL~lhi ted_!Q_j;J~.Q§.!l_g2Yfi.!.L£blis_Uicll bond§ an.L.!l!l!u 

igtere2t=tear!B9_varrants of a £21!ti£2l_§nbdivi§!QR_Qi__!~ 

state cf eontana vhich a!e issued to ED!hle_~_Iclitic~! 

subdivisio.!!_.i2__install--~!SI _ _££!lg.U!tion__til~r2!!! __ .j,J 

I!llhlis___hui].gin~--Q!~§!alLL~.Q.9lll;~Ll!Q.!!IOssil fen 

Qf en~rgy qeperat!Q!!£ __ !§_~fined -l.!! __ 84-74QjL-_i~--E~£1i£ 

buildiAs§£ or to ena~litical subgivi§ions_!Q-l!PlE•2.!!! 

~gy=£Q!!gHi!!SL se r vic~~-!!!~EJlbli!U._BJ; 

Jhl__Qi_!he corporate hcng§_~io.J!~g__ln __ §]Q§~£1!2!! 

J111£l£-_2nl! __ th.Qg ___ whi£h_~!tle A~i~~2!ri~l-£!_£~ines£ 

fir• j;.Q_i£§ta!l-gn2~.9~ ~~~~~!!!i!~ §!~!!!11£~ !!!fg£.Y!~§ __ 2f 

recoqnizeg ____ n.QafQ§§il ___ for~§ _ _£f_~£gj __ Q£B§~l~!!i£!! __ i!! 

!!Yil1!!!~-!U1_in_~!QQY£!i£!!_~!2£~§ iitMl~-l1!1! __ Q! 

~Q!TA]!~ 

1£l __ £! ___ thg __ _i!l~!=E2!£inq __ i~2~!!§ __ !~--~~Ai2~ 

1i.!!2ncial ins!itu!iO£!!!L-_i£~gst!§£!§ __ g~~!.!__~~-_li!!!ed __ !Q 

certifi~~--2! __ g~osi! __ is~~g--~--~~~-!£§_1!n~Y£!~! 

insti!Qtion_to_~~lg__.!.Q~y§__!l __ ££! __ !£!2--lh~Y ~=€!!E!~ 
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.tru:.u !:.!It ~JL.Z &.__ltL_i M".~.L_!U::_l1:lfJI:illllS.L.f\.LW;Uts..t.JLI!L.b..E. 

£.UJLJ'-'Io..t.lL12=.J.l.QtiliU. .t.!Li!Lisl.b.hL.i!uL._lulu..o:k!~--t.ll-m.l.iuL_a 

.1: ~ilJ _.in ~!t.t m.eo.t_l.o.....<!___ll.u..i.li!.ina or ot b~_L_.e~:t=>&!UiW!il.olJ 

.>: ~.Lo.T~ D1JQ.[_<:.D.._!illtlll.¥~ Qil ~O:.a.t..i.2LIW.Ul2..S.~L~lio..ei.._i!l 

.d. :i.= I!t Q.,! .. 

L'-' L-Illi: _~;.gsJ; :;_Q.f.-.iid.m.ini.s.ll!r.i.~[ljj --'l~iD!LU!L.t..b':! 

~~~..a L t..::llLU:~.L._fli.D !L ~lL_!Le: r1 ed uc: t t:..d. __ f.LQm__ t.b~_iru;.QJD,e 

.tn.eu:u Q1IJ ,.__lu.__tc..e_e.Jt.eD L__QL defa u 1 t Qf -i.ll.ll.!!.:i.t.m.e.Dt..:l~ll..t.he.r: 

LQALI.llLI&U.H ~_:;_ball be a!locate!L_tQ rajmbw:.:i..il---t.h.e 

.llLi~i;;<a.l....OL.thLfurui.._S..Ub ject to the for~ll.lru;tL-in~....fu!!D 

.to.e:Ju.alLli.balL~~ur1.i!.!:JL.t..o._j;,he general _fli.D.d... 

U.L...Itl.t._eDMl.ILQL.liW E S I MEN I S.L-A.El.ElLI:.Ulfi!JU.Alli.!!L.Hil!:l 

Itl£_l.l~!B.ll!tlJLJJ.E.-t!AI~ALB.lillliR Ct S AND J.~UlWU.--IliE 

.EtlL~L __ B.f.~IJ.Rr.£ __ f.QUU._Qffl C E • THE Ull.Z..EiiS.~_AQYli!!R! 

L~llu~~~a~lliLllUtl~~~~ilL_Ali~~ 

Aj_Q __ w';__....f.li.lUI.f_EHA:;.Ll.AL_ COI'\P!UNIIY t 5HAt L r>R:.I£.2.S.L.!Wl.ES 

.til:UW:J _t :.!.£ lli~ _D ffiliLt.Ll.Hf.L~J NY E SIt' t Nll_.Jal.LLOQ£.:_ ~t.Ulii:... 

Ll.:::2l>i.i~J-ilih--lhl:t.-AHiL~L~U(,U:> I 3 l.L....12.il""' 

f'tt .Cu The state t•oard of investments sh" II endeavrr 

tc' .Ji rect tt><? st.J.t~•s in'te-str~•ent ~~usjnoss to those 

jnv2st~2nt firms, and/or banks, which ua~ntain 0fticPs in 

th.t"!' 5tate an.r:J t~eret-·v make! cont..- ibutions t"l the state 

(:COilOt;,y.. fur-ther, due c'Jnsirler3tion shall be ,.,iven to 

i."1Vt=--sbr~nts which will b~nctit the S1!alle,.- comn~niti-c:~s in 

tn~ stat0 of ~ontana. Tne stat~•s investment busin~ss will 

-;._!- H-1 75'+ 
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bP directed tc cut-of-state tir•s only vben there is a 

2 distinct econc•ic advantage to the state cf ~outana." 

-End-
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A"proved by Committee 
or. Taxation 

HOUSE Bill NO. 754 

I~TRODUCED BY MELOY 

A BILL FOR AN ACT ENTITLED: •AN ACT PROVIDING FOR THE COAL 

TAX TRUST FUND WITH!~ THE UNIFIED INVESTMENT PROGRAM; 

DIRECTING THE INVESTMENT OF THE FUND IN SECURITIES WHICH 

PROMOTE ENERGY CONSERVATION AND ALTERNATIVE ENERGY 

DEVELOPMENT; AMENDING SECTIONS 79-30lt 79-309t AND 79-310t 

RoColto l9't7o• 

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

Section lo Section 79-301, RoCoMo l9't7t is amended to 

read as follows: 

n79-301. Deposit of funds in the hands of the state 

treasure,.-. (1) Under the direction of the board of 

investments, the state treasurer shall deposit public moneys 

in his possession and under his control In solvent banks, 

building and loan associations, and savings and loan 

associations located in the state, exce?t as otherwise 

provided by law, subject to national supervision or state 

examination. Th~ board of investments mav requjre the 

pay.ant of quarter annual interest on daily balances of 

collected funds at a rate to be agreed upon between the 

depository banks, buildinq and loan associations, and 

savings and loan associations and the board of investments, 

SECOND/ READING 
Vee ot?d /J./)?Jf;,9 
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which rate shall be fixed semiannually during the .anths of 

July and January of each year. 

121 No such deposits in excess of the aaouot 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 loan 

association first delivers to the state treasurer or 

deposits in trust with some solvent bank as hereinafter 

provided as security therefor, bonds or other obligations of 

the kinds listed in section 't of this acto having a market 

value at least equal to the aaount of such deposits in 

excess of the amount so insured. HoWeyerx-=sccarttr==for 

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 actual securities if 

the receipt is in favor of the state treasurer, his 

successors in office, and the state of Montana, and the form 

of receipt and the trustee have been approved by the board 

of investments. 

(3) When moneys have been deposited, under the board 

of investments and in accordance with the law, the treasurer 

is not liable for loss on account of any such deposit 

occurinq from any cause other than his own ne~lect or fraud. 

-2- HB 754 
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The state treasurer shall deposit funds in such banks. 

buildinq and loan associations and savings and toan 

associations. and in such amounts as aay be designated by 

the board of investaentso and withdraw such deposits when 

instructed to by the board of investments. The state 

treasurer shall withdraw all deposits, or any part thereof• 

fro• ti.a to tl•e• to pay and discharge the legal 

obligations of the state, duly prsented to hi• in accordance 

with the law. 

(4) Any bank, building and loan association and 

savings and loan association pledging securities as provided 

in this section 

any part of the 

aay at any time substitute securities for 

securities pledged. The collateral so 

substituted shall conform to section 4 of this act and have 

a •arket value at least sufficient for compliance with 

subsection (2t above. If the securities so substituted are 

held in trust, the trustee shall, on the saMe day the 

substitution is ma1e, forward by registered or certified 

•ail to the state treasurer and to the depository bank, a 

receipt specifically describing and identifying both the 

securities substituted and those released and returned to 

the depository bank. 

t?t=-Eu--tnuttwem:t=::of =:eeel==tM--trsnt=fsond--m~ 

JWfM-T9=itetTtr=tftc=tl:mltd-of=tnyea1:ments4fboH-~rc=cocb 

~tton=-to=dcpMtt.,ecarttta=enunroHd=±n=i:ttiteqaet 
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.to=actb:u-i;hon=tet-ot-'1:he c oa J t01f==:wonen--ann+t:ett==±tl 

~ecautttc<tucatit:re:tr=the--&oant--muott=-H:te:tt=~ 

escu;r-oaotnrt=-=ott-=tU:hcr=del!tni:tan-tnrttttrttoM-=tn=wftts:b 

caot=tmc--nen:-tmre-tteen:-trwaHst=to=tht:-unnt-o£--thtir 

:tborc:t---af=-:taeh--totat-:+nxe2tmentw==Jbe--ttabtt±tx ot-=e 

mmdefo!lt1;±nv=Tn:t1;tt:u1:tM==in=us:h=eo:tn:+:t-:+ittttcd to-tbe 

Amount-of=eotta.tcrot-:teear+t+e:t=+.t=hatdepo2ttcd•• 

Section 2. Section 79-309, R.C.H. 1947, is amended to 

read as follows: 

•79-309. 

account into 

Invest.ent funds. 

which state funds 

for each treasury fund 

are segregated by the 

depart.ant of ad•inistration pursuant to section 79-413• 

individual transactions and totals of all investments shall 

the extent directed by the be separately recorded to 

department. However, the 

hand for all treasury 

securities purchased and cash on 

fund accounts not otherwise 

specifically designated by law or by the provisions of a 

gift, donationt grant. legacy, bequest or devise from which 

the fund account originates to be invested shall be pooled 

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

placed in one of the lnvest•ent funds designated below. The 

share of the income for this account shall be credited to 

the general fund. If within the list hereinafter of separate 

investment funds, more than one investment fund is included 

-4- HB 754 



1 

2 

3 

4 

5 

b 

7 

8 

9 

10 

11 

12 

l3 

14 

15 

l& 

11 

18 

19 

20 

21 

22 

23 

24 

25-

HB 0754/03 

which may be held jointly with others under the 

separate listingo all investments purchased for 

separate investment fund shall be held jointly for all 

accounts participating thereino which shall share 

same 

that 

the 

all 

capital gains and losses 3nd income pro rata. Separate 

investment funds shall be maintained as follows: 

(11 the trust and legacy fundo including all public 

school funds and funds of the Montana university system and 

other state institutions of learning referred to in sections 

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

all .aney referred to in section 79-410(8); 

(2) a separate Investment fundo which .ay not be held 

jointly with other fundso for aoney pertaining to each 

retirement or insurance system now or hereafter maintained 

by the state0 including those now maintained under the 

follo~ing statutes: 

(a) the highway patrolllten•.s retirement system 

described in title 31t chapter 2; 

(b) the public employees' retirement system described 

in title &8; 

(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 
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described in title 92 0 chapter 11; 

(3) a pooled investment fundo including all other 

~cc~unts within the treasury fun~ structure established by 

section 79-ltlO; 

(4) a fund consisting of giftso donationso grantso 

legacies, bequestso devises and other contributions made er 

given for a specific purpose or under conditions expressed 

in the gift, donation, grant, legacy, bequesto devise or 

contribution on the part of the state of Montana to be 

observed. If such gift, donation, granto legacy, bequesto 

devise, or contribution permits invest•ento and is not 

otherwise restricted by its ter•so it •ay be treated jointly 

with other such glftso donations, grants, legacies, 

bequests, devises, or contributions; ~ 

~ a fund consisting of \be coal seyerance tax 

~lectjons alloca~d__l~ under section 5, Article IXo 

of the Montana cgostjtytjoni and 

~tiQl such additional investment funds as •ay be 

expressly required by law, or ~ay be determined by the board 

of investments to be necessary to fulfill fiduciary 

responsibilities of the state with respect to funds fro~ a 

particular source.• 

Section 3. Section 79-310o R.c.H. 1947• is amended to 

read as follows: 

"79-310. Permissi~le investments. (1) The following 

-b- HB 754 



1 

2 

3 

It 

5 

6 

1 

8 

9 

10 

11 

12 

13 

14 

15 

16 

11 

18 

19 

zo 

Zl 

zz 

Z3 

Zit 

25 

HB 075~/03 

securities are permissible investments for all investment 

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

(a) any securities authorized to be pledged to secure 

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

(b) bonds, notes, debentures, equipment obliga~ionso 

or any other kind of absolute obtigation 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 invest•ents under 

subsection (b) •ust be rated by one (lJ nationally 

recognized rating agency a.ang the top third of theJr 

quality categories, not applicable to defaulted bonds; 

(c) co..ercial paper of prl.e quality, as defined by 

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

corporation organized and operating in any state of the 

United States, provJded that: 

(i) such securities .ature in two hundred seveAty 

(270) days or less; and 

(i i) the issuing corpnration, or the parent company of 

a finance subsidiary issuing commercial paper, at the time 

of the last financial reporting periodo had a ratio of 

current assets to current liabilities, including among 

current liabilities lonq-term debt •aturing within one (11 

yearo of at least one and one-half (1 1/Z) to one (l)i and 

had received net income averaging one million dollars 
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(Sl,OOO,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 cause the book value of such 

investments in any investment fund to exceed ten percent 

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

commercial paper of any one corporation to exceed two 

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

(d) bankers• acceptances guaranteed by any bank having 

it_s principal office in any state of the United States and 

having deposits in excess of five hundred •illion dollars 

( 550G.OOO,Oo0); 

(~t interest-bearing deposits in banks, building and 

loan a6SOCiations, and savings and loan associations located 

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

of invest•ents shall require pledged securities as specified 

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

less than the prevailing rate of interest being paid on 

deposits of private funds; fgL_tbe coal tax tryst fund pnly. 

t.hiL restrict· tons 00 . 'nterest 

(f) unencumbered real property and first mortgages on 

unenc~mbered real property, provijed that: 

(i) no such mortg~ge shall be purchased unless: 
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(A) the principal amount of the loan secured by the 

Mortgage is seventy-five percent (75~) or less of the 

appraised value of the property; or 

(B) thirty percent (30~) or more of the 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 payaents under 

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

agency of the United States; and 

(ii) no investaent shall 

subsection (f) which would cause 

be 11ade at any t i •e under 

the book value of such 

investments in any investaent fund to exceed fifty percent 

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

(2) Investments from the pooled investment fund, shall 

be rastricted to fixed income securities described in 

subsections (a) to (e) above. 

(3) Retire~~ent fund so only, may be invested in 

preferred and comMOn stocks of any corporation organized and 

operatinq in any state of the United States. orovided that: 

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

than ten mill ion dollars (slOoOOOoOOO); and 

(b) if the Investment is preferr<>d stocko the 

corporation's aggregate earninqs available for payment of 

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

-9- HB 754 

1 

2 

3 

4 

5 

b 

1 

a 

9 

10 

11 

12 

13 

1't 

l!> 

16 

11 

18 

19 

20 

21 

2Z 

23 

24 

25 

HB 0754/03 

consecutive years immediately before the date of investmento 

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 stocko 

(i) the stock has paid cash dividends In each of at 

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

(ii) the aggregate earnings of the corporation during 

this period which were available for payment of dividends on 

co11aon stock were at least equal to the aggregate of the 

cash dividends paid thereon; and 

(iii) not aore than two percent (2*1 of the assets of 

any retirement fund may be invested in co••on stocks or in 

fixed inco•e securities convertible into com.on stock not 

conforming to the dividend and earnings standards stated in 

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

maintains the asset value required in subsection (a) and 

evidences appropriate growth potential and probable earnings 

gain; and 

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

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

investments in any retirement fund to exceed twenty percent 

(20%) of the book value of such fundo or would cause the 

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

book value of such retirement fund. 

-10- HB 754 



1 

2 

3 

4 

5 

6 

7 

6 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

HB 0154/03 

i!tl l:be miLl UlLUE__lll~ 1;oal tax tri.IJiLf..undy-entyx=llllU 

HAl ~ek~=5ffaftf=dAN~Aft¥-tx=t96ty-tKft=AFfEft-=itHtiAR¥=-tY 

~==Btitf--ftif=-iHffft£5l==BH_-=!Hf==E~t--ftl-fftY5f-fti~ ~ 

~~~~d in the secur~ifs described jn subsections LLli~ 

L1l(blo and !1l(et__gf__tbjs sectjon and subject to these 

£ULtbeL-restrjctjon~ 

Ia! Of th~~Liti~entjoned jn 79-3Q7r joyestments 

~hall~l jmjted to t~oeral obljgatjon bonds and other 

~~~arjng wa~ of a political subdjyjsjon of the 

~~--aL Mootaoa_~~~ssued to enable the political 

~~sjon to in~all energy consgryatjoo measures in 

~c buildings or to jnstall a recognized n~·L-LaLm 

QLwenu gene.rnlilll1 __ ii!!i defined jn ~02. in pubj jc 

buiLdinQ!i• or to enable pol jtical subdivisions to implement 

e~y-cpnservlng_!ieLvjces to the publici or 

Lbl--Qf the corporat~ds mentioned in subsection 

LL!ib~__unly those _which enable an jndustrjal or business 

LiLm_:t..Q_in,aLil 1 energ)t a~n:oenotion GENERAl ION 

L.iii:Q.SIIli,uuL--'llUlfQlilil.L forms of energy cQ.Dseryatjon.___in 

bYilaloQ!i and jn production processes WITHIN THE STATE Of 

.MONTANA. 

(cl Of __tbe___lnterest-bearing deposjts In Montana 

financial jnstjtutjons. investments shall ue limited to 

~f.i~:t.e.5.___11L~~U;~ed to enable the fjna!1i:l.sll 

~~tLoo to make loans at__ng~e than 71-=atnpte 
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±!tl:U1!2J: ~tXI Z..J..L.Z __ f.llll.tH.AGf__fJJll!ili IN EXCESS OLiti.f 

L~~l_REQUIRED TO BE fAID UNDER 79-310!1l(El ~~~ 

LGe__QQrrower to make_a_~J jnyestment in a byj!djng_g.r. 

2ib~~neLSv=~1Dg_egyjpment for an e~~onseryatjon 

~u.r.~• as defined jn 84 7~Q2. 

Ldl-_lbe__costs of admjnjsterjng and a~~for the 

~~l_~trust fund_~!! be dedycted frgm the iocgme 

.t.~t.r.om...__In_JhL_!!.Ye.nL....QL~ul..L2.Llnve.lline.D:U.L_~ 

-'UALI.AX TRUST .io~:5~me....stli;!l.l__lut_al lgcated__tp__.r.!iWnJJ.urse the 

~~i.Ral_qLUJ.ILf.u.ruL.._iuJUe.d.....to the forego i n-;u i ncpl!lll_£u1Jo 

.t.be.1!Lnd._Uall be c reQJ.t.c!L.t.s:L.t~Jmeral fund. 

Lfl- THE BOARD llf INI'ESIMENTS, AFTER CONSULIAUON HITtl 

Il:IL.Qf.fABTMENI ilLtiAI!.I.BAI.....RllQ!!Jli.ES ANO CONSERVATION, I..tif. 

~Hf~l_ __ RfSDURCE fOLIC¥ Offl~ TtlE CITIZENS' _AllY~ 

-'lltHUIIE.E ON ENERGy,._I.Iff_llff.AB.IMENJ Of COMMliNITY AffAIRS, 

ANll__I.Iif__fRIVATE fiNA~lAL__LQMMUNITYo SHALL PROPOSE RULES 

~_EU&ltlER DEFINE ELJLlaLf_lNVESTHENTS HAPE UNDER SE~ 

.I2=.llQLU~.fUL_Ati!L.i.C.I BY AUGUST 31, 19ll.o. 

t+t~il The state board of investments shall endeavor 

to direct the state's investment business to those 

investment firms. andfor banks, which maintain offices in 

the state and thereby make contributions to the state 

economy. Further, due consideration shall be qiven to 

investments which will benefit the sma!Jer camlllunities in 

the state of Montana. The state's investment business will 
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be directed to out-of-state firms only when there is a 

2 distinct econo•ic advantage to the state of Montana.• 

-End-
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HOUSE BILL NO. 754 

INTRODUCED BY MELOY 

A BILL FOR AN ACT ENTITLED: •AN ACT PROVIDING FOR THE COAL 

TAX T'USf FUND ~!THIN THE UNIFIED 

DIRECTING THE INVESTMENT OF THE FUND 

INVESTMENT PROGRAM; 

IN SECURITIES WHICH 

PROMOTE ENERGY CONSERVATION AND ALTERNATIVE ENERGY 

DEYELO~MENT; ~MENDING SECTIONS 79-301, 79-3D9, AND 79-310, 

R.C.H. 19+7.• 

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

Section 1. Section 79-301, R.c.M. 1947• is amended to 

r~ad as follows: 

•79-301. Deposit of funds in the hands of the state 

treasurer. (1) Under the direction of the board of 

investments, the state treasurer shall deoosit public moneys 

in his possession and under his control in solvent banks, 

buildino and loan associations, and savinos and loan 

associ~tions located in the stateo except as otherwise 

providerl by law, subject to national supervision or state 

9Xaminatinn. The board of investments may require the 

payment of quartP.r annual interest on daily b~lances of 

collected funds ~t a rate to be agreed upon between the 

depository banks, buildin~ and loan associations, and 

savin9s and loan associations and the board of investments, 
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which rate shall be fixed s~miannuallv durinq the months of 

July and Janua~y of each year. 

121 No such deposits in excess of the amount insu~ed 

by the federal deposit insurance corporation or federal 

savinqs and loan insurance co~poration shall be made unless 

the bank building and loan association and savings and loan 

association first delivers to the state treasure~ or 

deposits in trust with some solvent bank as hereinafter 

provided as security therefor, bonds or other obligations 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 so insured. Howeyery-=secpr±ty--for 

stesPsm±t!l! of=t=oet=tox=trt!!l!t=£ttmt,_...,tbe=bu=tilon=the=:e.....,1: 

depositedy- o,.-=ornyifted =tn==sah#ect+on==t5i• The board of 

investments may require security of a greater value. When 

neootiable securities are placed in trust, the trustees• 

receipt may be accepted instead of the actual securities if 

the receipt Is In favor of the state treasurer. his 

successors in office, and the state of Montana, and the form 

of recelot and the trustee have been approved by the board 

of investments. 

(3) When moneys have been deposited, under the board 

of inv~stments and in accorctance with the law, the treasurer 

is not liable for loss on account of any such deposit 

occurino from any cause other than his own neqlect or fraud. 
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The state tre~sur~r shall deoosit funds in such banks, 

buildinq and loan associations and savinqs and loan 

associations, and in such a~ounts as may be desiqnated by 

the board of investments. and withdraw such deposits when 

instructed to by the board of invest~ents. The state 

treasurer shall withdraw all deposits, or any part thereof, 

from time to time, to pay and discharge the leqal 

oblinations of the state, duly prsented to him in accordance 

with the law. 

(4) Any bank, building and loan association and 

savings and loan association pledging securities as provided 

in this section may at any time substitute securities for 

any part of the securities pledged. 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) above. If the securities so substituted are 

held in trust, the trustee shall, on the same day the 

substitution is made• forward by reqistered or certified 

mail to the state treasurer and to the depository hank, a 

receipt specifically describina and identifying both the 

securities substituted and those released and returned to 

the depository bank. 

t~t-=Eor--tnwe:~ment:==e£-~-tox=-trU2t=ftind=mofte72 

under f9 3%8t~ty-the boord-e£-ift¥@2tment: :he+t~u+re~ 

~ut±&ft-te=depo:it=:eeur+t+~-~numeroted-+n-l!-287-enunt 
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to-not-t~2$-thnn-t91-ot-the-eeet=-tnx--Men@T2--1eno2%ted==±ft 

thnt--in2tituti~~~~~utt-or-to~in=e~2 

ot-tbe-deno:ited-,eeur+ti~:~--beerd--:hstt=-o:2et2-=±DDt 

e~,,--oootn,t--ott--otber=depe2itory-+n:titution2-+n-whieh 

eeo+-tow-meney# bftYe heen=ift¥@2terl=to-the--extent--~the±r 

2hore,---ot--2Ueh-=totnt=-inxe:~entw-=fhe--t±obi+itx--et--o 

non#eteuttinG-in2t+tutton-in-:ueh-eo%e2-i2--t+mtted--te--tbe 

~-e£-<ot+ftterot-:reurit+~-tt-h82-~eeo2±te~." 

Section 2. Section 79-309w R.c.H. 1947, is amended to 

read as follows: 

"79-309~ Invest:n,•nt funds. For each treasury fund 

account into which state funds are segregated by the 

department of administration pursuant to section 79-413w 

individual transactions and totals of all investments shall 

be separately recorded to the extent directed by the 

d~partment. However, the secur;ties purchased and cash on 

hand for all treasury fund accounts not otherwise 

specifically desionated by law or by the ~rovisions of a 

aifto donatior, qrant, l~aacyo bequest or devise fro~ which 

the fund account oriainates to be invest<!d shall be pooled 

in an account to be desianated "Treasury Cash Account" and 

placed in one of the investment funds designated below. The 

share of the income for tnis account shall be credited to 

the qeneral fund. If within the list hereinafter of separate 

investment funds, more than one invest:nent fund is included 
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separate listin~• all investments purchased 

separate investment fund shall be held jointly for 

accounts participatin~ therein, which shall 

H!l 0754/04 

the 

for 

all 

share 

same 

that 

the 

all 

capital ~ains and losses and income pro rata. Separate 

investment funds shall be w.aintained as follows: 

j1) the trust and legacy fund• including all public 

school funds and funds of the Montana university system and 

other state institutions of learning referred to in sections 

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

all money referred to in section 79-41018); 

(2) a separate investment fund, whlth may not be held 

jointly with other fundso for money pertaining to each 

retirement or insurance system now or hereafter maintained 

by the state, including those now 

following statutes: 

(a) the hiohway patrolmen's 

described in title 3lo chapter 2; 

maintained under the 

retirement system 

{b) the public employees• retirement system described 

in title 66; 

(c) the game wardens• retirement ~ystem described in 

title o8, chapter 14; 

(d) the teachers• retirement system described in title 

75o chaoter 62; and 

(e) the industrial accident insurance orogram 
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described in title 92, chapter 11; 

(3) a pooled investment fund, including all other 

accounts within the treasury fund structure established by 

section 79-410; 

(4) a fund consisting of ~iftso donations. grantso 

legacies, bequests, devises and other contributions made or 

given for a specific purpose or under conditions expressed 

in the gift, donation, grant. legacy, bequest. devise or 

contribution on the part of the state of Montana to be 

observed. lf such gifto donation, grant, legacy, bequest, 

devise, or contribution pereits investment, and is not 

otherwise restricted by its terms• It say be treated jointly 

with other such gifts, donations, grants, legacies, 

bequests, devises, or contributions; end 

(51 a fund consisting gf the coal severance tax 

collectjoos allocated thereto under section 5, Artitle IX, 

of the Montana ~tjtutjoo; and 

t5t~ such additional investment funds as may be 

expressly reQuired by law. or may be determined by the board 

of investments to ba necessary to fulfill fiduciary 

responsibilities of the state with respect to funds from a 

particular source.• 

Section 3. Section 79-310, R.c.M. 1947, is amended to 

read as follows: 

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

-6- HB 754 
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secu~ities are pe~missiole investments for a11 investment 

funds refer~ed to in 79-309• except as indicated: 

(a) any securities authorized to be oledoed to secure 

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

(b~ bonds, notes, debentures, equipment oblioations, 

or any other kind of absolute obligation of any co~poration 

organized and operating in any state of the United States, 

or in Lanada if the oblioations ourchased are payable in 

United States dollars; provided that all 

subsection (b~ must be rated by one 

investments under 

(1) nationally 

recognized ratino agency aMOng the top third of their 

quality categories, not applicable to defaulted bonds; 

(c) comeercial paper of priMe quality, as defined by 

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

corporation orqanized and operating in any state of the 

United States, provided that: 

(il such securities mature in two hundred seventy 

(270) days or less; and 

(i i) the issuino corporation, or the parent company of 

a finance subsidiary issuing commercial papero at the time 

of .the last financial reporting period, had a ratio of 

current assets to current liabilities. including amono 

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

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

had received net income averaqing one million dollars 
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(SloOOO,COOJ or more annuallv for the orecedina fiv• (5) 

years; and 

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

su~section (c) which would cause the book value of such 

investments in any investment fund to exceed ten percent 

(10~) of the bpok value of such fund• or would cause the 

commercial paoer of any one corporation to exceed two 

oercent (2t) 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 

havinq depos,its In eYcess of five 

(l50o,ooo,ooot; 

hundred million dollars 

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

loan associations, and ~avings and loan associations located 

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

of investments shall require pledqed securities as specified 

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

less than the prevail inq rate of interest bein~ paid on 

deposits of private funds; Lor the cgal tax trust fund poly. 

tntere3t-beer+n~ ~pa,rt,--+n-=eredtt=untftft2=t~terl-tn-the 

#tote-or@-Ol2a=~±tteft-cnd ~e restr;ctjons on joteres+ 

oajd do not~~ 

{f) unencumbe~ed ~eal property and first mortqaqes on 

unencu~bered real prooertyo orovided that: 

(i) no such mortgaqe shall be purchased unless: 

-8- HB 754 
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(~) the principal aMOunt of the loan secured by the 

mortqaqe 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 of def~ult by the 

United States of America or an agency thereof; or 

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

a person, firm, or corporation whose rental payments under 

the lease are guaranteed for the full ter• of the loan by an 

agency of the United States; and 

(iii no investment shall 

subsection (f) which would cause 

be eade at any time under 

the bobk value of such 

investments in any investment fund to exceed fifty percent 

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

(2) Investments from the pooled invest•ent fund, shall 

be restricted to fixed income securities described in 

subsections (a) to (e) above. 

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

preferred and common stocks of any corporation oraanized and 

operatina in any state of the United States, orovided that: 

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

than ten mill ion dollars (llOoOOO,OOO); and 

(b) if the investment is preferr .. d stock, the 

corporation's aqoreoate earninos available for payment of 

interest ~nd preferred dividends, for a period of five (5) 
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cons~cutive years immediately before the date of investment, 

h~ve been at le~st one ~nd one-half (1 1/2) times the 

a~gregate of interest and preferred dividends re0 uired to be 

paid during this Period; and 

(c) if the investment is common stocko 

(il 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 

comaon stock were at least equal to the aggregate of the 

cash dividends paid thereon; and 

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

any retirement fund •ay be invested in co-.on stocks or in 

fixed income securities convertible Into common stock not 

conforming to the dividend and earnings standards stated in 

paragraphs (i) and (li) above, 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 ~ade at any time under 

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

investments in any retire~ent fund to exceed twenty percent 

(20%) of the book value of such fundo or would cause the 

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

book value of such retirement fund. 
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~ ~ ~ 101 Of THE coal tax tru~t fuodx-e~~ 

MAl ~ektf&fES Bff9ftE-~AHijARY=iY-ki&iY-AtiS=Afffft==R*N~AR¥--iy 

~=~-fHf--tNJfftESt--aH=-tHf--fS.t--f*!=fftijST-EtiNB ~ 

inyested in the securitig~ descrjbed in $Ubsections lllfal. 

!llfblo ~11Lei_ of thjs section and ~ubject to these 

further re$trictions: 

~I Of the svcurjties mentjooed jo 79 307• jnyest~ 

~haJJ be ljmjted to those qeneraJ obligation bonds and~ 

interest bearing warrants of a pgljtical subdiyjsjoo of the 

state of HQntaoa which are issued to enable the political 

subdiyisjon to install energy conseryatjoo mgasure~ 

public bujldings or to install a recognized nonfossjl~ 

of energy generation• as defined jn 84 7402• jn public 

buildjngs. or to enable politjcal subdjyjsions to jppl~ 

eoergy-conserying services to the nyblic; or 

fbl Of the corporate bgods mentioned in subsectjgn 

!l)!bl. poly__~ which ena~an industrial or business 

fir• to install energy eonserYftt+en ~fR!ffSH CONSERVATION 

measures or recognized oonfgssj l forms of ene.r:.:g.x 

conseryatjon jn buj]d;ngs and jn prodyctjon processes~ 

Iijt STATE Of MONTANA. 

lcl Of the jnterest-bearjng deposits in Montana 

fjnancjal institutions. investments sba]J be limjted to 

certificates of deposit issued to enable the financial 

iostjtution tg make loans _at not more tJ:lan "fl-.,tmrtb 
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±~~t ~ l liZ pcRCENIAG~TS IN EXCESS Qf _IHf 

INTER~ST REQUIRED TO BE PAlO UNOEB 19-3\QiliiEI tp enable 

the borrower to~ a capital investm~nt in a bujldjn~ 

Q!I~~Tgy-consymiog equipment for an energy conservation 

~e. as defined jn 84-7402. 

Lal--The costs of admjnjsterjng and akcountiog for the 

coal tax trust fund shall be deducted from the income 

therefrom, In tbg eyent of d2fault of jnyestment~• other 

COAL TAX TRUST jocomo shall be allokated to reimburse the 

pdnkipal of the fund. SubJect to ttu. foregoing. jocome from 

j:he fund shap be trP.;;Iited to the general fund. 

(EI THE BOARD Q[ INVESTHEN!So AFTER CQNSULTAIION WITH 

THE DEPARTMENT Of NATURAL RESOURCES AND CONSERVATIQNo THE 

ENERGY RESOURCE POLICY OFFICE, THE CITIZENS' ADVISORY 

COMMITTEE ON ENERGY• THE DEPARTMENT Of COMMUNITY AFFAIRS, 

ANP_IHE PRIVATE FINANCIAL COMMUNITY• SHALL PROpOSE RULES 

~HICH FURTHER DEFINE ELIGIBLE INVESTMENTS MADE UNDER SECTION 

I2=310141(A)• (S)• ANfr_(CI BY AUGUST 3lo 1917. 

f4tl21 The state board of investments shall endeavor 

to direct the state's invest~nt business to those 

investment firms, andtor banks, which maintain offices in 

the state and tnereby ma~e contributions to the state 

economy. Furthero due consideration ~haJJ be aiven to 

investments which will benefit the smaller communities in 

the state of ~ontana. The state's investment business will 
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1 be directed to out-of-state firms only when there is a 

Z distinct economic advantaoe to the state of Montana." 

-End-
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