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BILL ND. dz

INTRODUCED BY

A BILL FOR AN ACT ENTITLED: *AN ACT AUTHORIZING THE STATE
BOARD OF INVESTMENTS TO INVEST BEQUESTSs DEVISES. OR GIFTS
T3 THE STATE 1IN PREFERRED OR COMMON STOCKS; AMENDING SECTION

17-6-211+ MCA®

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section le Section 17-56-211y MCAs is amended to read:
"17-6-2ile Permissible investments. {1) The following

securities are permissible investments for all investment

funds referred to in 1T-6-203s except as indicated:

{2} any securities authorized to be piedged to secure
deposits of public funds under 17-6~103;

{b) bondsy notess debenturess equipment obligationss
or any other kind of absolute obligation of any corporation
organized and operating in any state of the United States or
in Canadas if the obligations purchased are payable in
United States dollarse provided thot all investments under
this subsection (b) must be rated by one nationally
recognized rating agency among the top third of theoir
gqual ity categoriess not applicable to defaulted bonds;

{c) <commercial paper of prime qualitys as defined by

one nationally recognized rating agencye issued by any
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corporation organized and operating in any state of the
United Statesy provided that:

{i} such securities mature in 270 days or lessg;

(ii) the issuing corporation or the parent company of a
finance subsidiary issuing commercial papers at the time of
the 1last financial reporting periods had a ratio of current
assets to current 1liabilitiess including among current
liabilities Vlong-term debt maturing within 1 yeare of at
least 1 1/2 to 1 and had received net income averaging s}
million or more anhually for the preceding 5 years; and

{iii) no investment may be pade at any tise under this
subsaection (c) which would cause the book value of such
investments in any investment fund to exceed 10% of the book
value of such fund or would cause the commercial paper of
any one corporation to exceed 2X of the book valua 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 $500 mitlion;

(e} interest-bearing deposits in bankse bultding andg
loan associationss and savings and loan associations located
in Kontanas provideds howevers that the board of investments
shall require pledged securities as specified in 17-6-102
{interest on said deposits shall not be less than the
prevailing rate of interest being paid on deposits of

P
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private funds);

(f) unencumbered real propertys first mortgagess and
participations in first =mortgages on unencusbered real
propertys provided that:

{i} no such mortgage or wmortgage participation may be
purchased unless:

(A} the principal amount of the loan secured by the
wmortgage or mortgage participation is B0Y or 1Vess of the
appralsed value of the property;

{B8) the principal amount of the l1oan sccured by the
mortgage or wesortgage participation exceeds B80% of the
appraised wvalue of the property but the amount of the Yoan
in excess of 80X determined at the time the loan was wsades
is guaranteed or Insured by a mortgage insurance company
which the board of Investments has datermined to be a
qualified private insurer;

{C) 25% or wmore of the loan or participation therein
secured is guarantead or insured in the event of default by
the United States of America or sn agency thereof; or

(0} the mortgagor has leased the sortgaged property to
a persons firms Or corporation whose rental paysents under
the lease are guaranteed for the full ters of the loan or
participation therein by an agancy of the United States; and

tii) no investwent shall be made at any tise under

subsection {1)(f) which would cause the book value of such

-

10
1%
12

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

z5

LC Q865,01

investments in any investment fund to exceed S.% of the book
value of such fund.

{2) Investments from the pooled investrent fund shall
be restricted to fixed income securities descrived an
subsections (i){a) to {1){e) above.

(3) Retireweat fundsy-ontyy and the fupg provided €or
in 1lI-6-203s subsection (4] =may be invested in preferred zno
common 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 $10 million;

{(by if the investment is preferred stocky the
corporation®s aggregate earnings available for payment of
interast and preferrad dividendss for a period of 5
consecutive years immediately before the date of investments
have been at least 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 stock:

{i) the stock has paid cash dividends in each of at
least S5 years immediately before it is purchased;

{ii) the aggregate earnings of the corporation during
this pericd which were available for payment of dividends on
common stock were at least equal to the aggregate of the

cash dividends paid thereon; and
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{iii} not more than 2X of the assets of any retirement
fund may be invested in common stocks or Iin fixed income
securities convertible into common stock not conforming te
the dividend and earnings standards stated in subsections
(3}{c)(i) and (3)(c){ii) aboves so long as the corporation
maintains the asset value required in subsection (3){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 20X of the book
value of such fund or would cause the stock of one
corporation to exceed 1% of <the book value of such
retirement funde

{47 The board of investments shal) endeavor to direct
the state's investment business to those investsent firms
and/or banks which maintain offices in the state and thereby
make contributions to the state economy. Furthers due
consideration shall be given to investments which will
benefit the smaller communities in the state. The state's
investaent business will be directed to out—of-state firms
only when there is a distinct economic advantage to the
state of Montana.™

-End-

5



46th Legislature

10
11
12
13
14
15
16
i7
18
19
20
21
22
23
24

25

tC 08565/01

Approved by Committee
on Business and Industry

BILL N0. _A27

INTRGDUCED BY

A BILL FOR AN ACT ENTITLED: “AN ACT AUTHORIZING THE STATE
BOARD OF INVESTMENTS TO INVEST BEQUESTSes DEVISES, OR GIFTS
TC THE STATE IN PREFERRED OR COMHON STOCKS; AMENDING SECTION

17-6=211e MCA."

BE IT ENACTED BY THE LEGISLATURE OF FTHE STATE OF MONTANA:
Section ie Section 17-6-21ls MCAe is amended to read:
"17-6-211l. Permissible investmentss (1) The following

securities are permissible investments for all investment

funds referred to in 17-6-203+ except as indicated:

{a) any securities authorized to be pledged to secure
deposits of public funds under 17-6-103;

(b} Phondss noteses debenturess equipment obligationse
or any other kind of absolute obligation of any corporation
organized and operating in any state of the United States or
in Canadas if the obligations purchased are payable in
United States doltlarse provided that all investeents under
this subsection (b) must be rated by one 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 nationally recognized rating agencys issued by any
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corporation organized and operating in any state of the
United Statesy provided that:

{i) such securities mature in 270 days or less;

(ii) the issuing corporation or the parent comspany of a
finance subsidiary issuing commercial papery at the time of
the 1last financial reporting periods had a ratio of current
assets to current liabilitiess including among current
lisbilities 1long-term debt maturing within } year. of at
least 1 i/2 to 1 and had received net income averaqging $1
miltion or more annually for the preceding $ yearss and

{iii} no investment may be made at any time under this
subsection (c) which would cause the book value of such
investaents in any investment fund to exceed 102 of the book
value of such fund or would cause the commercial paper of
any one corporation to exceed 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 $500 million;

(@) interest-bearing deposits in bankss building and
loan assuciations, and savings and loan associations located
in Hontanas provideds howevers that the board of investments
shall require pledged securities as specified in 17-6-1D2
{interest on said deposits shal! not be 1less than the

prevailing rate of interest being paid on deposits of

"
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private funds}i

(f) unencumbered real propertys first mortgagess and
participations in first mortgages on unencumbered real
propertys provided that:

(i) no such mortgage or mortgage participation may be
purchased unless:

(A) the principal amount of the loan secured by the
mortgage or mortgage participation is 80 or less of the
appraised value of the property;

{B) the principal amount of the loan secured by the
mortgage or msortgage participation exceeds 80X of the
appraised value of the property but the asount of the loan
in excess of 80% determined at the time the loan was wades
is guaranteed or insured by a mortgage insurance company
which the board of investments h;s determined to be a
qualified private insurer;

{C}) 25X or wmore of the Ycan or participation therein
secured is guaranteed or insured in the event of default by
the United States of America or an agency thereof; or

{0} the mortgagoer has leased the mortgaged property to
a gpersons fFirme or corporaticn whose rental paysents under
the lease are guaranteed for the full term of the 1loan or
participation therein by an agency of the United States; and

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

subsection (1)(f) which would cause the book value of such
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investments in any investment fund to exceed 50% of the book
value of such funde

(2} Investments from the pooled investaent funcd shall
be restricted to fixed income securities described in
subsections (1)(a) to {(l)(e) above.

{3) Retirement fundsy—-ondyy and the fund provided for
in11=-6-203s subsection {%4) may be invested in preferred and
common stocks of any corporation organized and operating in
any state of the United States provided that:

(a) the corporation has assets of a value pot less
than $10 million;

(b} if the investment is preferred stocks the
corporation®s aggregate earnings available for payment of
interest and preferred dividendsse for a period of s
consecutive years immediately before the date of investment,
have been at least 1 172 times the aggregate of interest and
preferred dividends required to be paid during this period;
and

{c) if the investment is common stock:

{i}) the stock has paid cash dividends in each of at
laast 5 years immediately before it is purchased;

{ii) the aggregate earnings of the corporation during
this period which were available for payment of dividends on
common stock were at least equal to the aggregate of the

cash dividends paid thereon; and
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(iii} not mcre than 2% of the assets of any retirement
fund may be invested in common stocks or in fixed income
securities convertible into common stock not conforming to
the dividend and earnings standards stated in subsections
{3)}{c)(i) and (3)(c){ii) aboves so0 long as the corporation
maintains the asset value required in subsection {3){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 20X of the book
value of such fund or would cause the stock of one
corporation to exceed 1% of the book value of such
retirement funde

(4#) The board of investments shall endeavor to direct
the state's investment business to those investment firms
and/or banks which maintain offices in the state and thereby
make contributions to the state economye Furthers due
consideration shall be given to investments which will
benefit the smaller communities in the state. 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-

-5-
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SENATE BILL NOe. 117
INTROOUCED 8Y RIMSLe OLSONs LOCKREMs SEVERSON

A BILL FOR AN ACTY eNTITLED: "AN ACT AUTHORIZING THE STATE
B0ARD OF TINVESTMENTS TO INVEST BEQUESTSe DEVISESe OR GIFTS
TGO THE STATFE TN PREFERRED OR COMMON STOCKS; AMENDING SECTION

LT-6-211+ HCA."

BE 1T ENACTED BY THE LEGISLATURE OF THE STATE OF HOKTQNA:
Section le Section 1T-6-211s MCAs is amended to read:
"17-6-211e Permissible investsents. (1} The following

securities are permissible investments for all investsant

funds referred to in 17-6-203+ except as indicated:

{a)} any securities authorized to be pledged to secure
deposits of pubtic funds under 1T-6-103;

{b) Dbondss notess debenturess equipment obligationse
or any other kind of absolute obligation of any corporation
organized and operating in any state of the United States or
in Canaday if the obligations purchased are payable in
Jnited States dollarss provided that all investments under
this subsection {b) must be rated by one nationally
recognized rating agency among the top third of their
guality categoriesy not applicable to defaulted bonds;

{¢) commercial paper of prime qualitys as defined by

ore nationally recognized rating agencys issved by any

-
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corporation organized and operating in any state of the
United Statesy provideda that:

(i) such securities mature in 270 days or less;

(ii) the issuing corporation or the parent company of a
finance subsidiary issuing commercial pape}. at the time of
the last financial reporting periods had a ratio of current
assets to current tiabilitiese including among current
liabitlities long-term debt maturing within 1 vyears of at
least 1 1/2 to 1 and had received not income averaging sl
million or more aﬂnually for the preceding 5 years; and

(iti) no investment may be made at any time under this
subsection {c) which would cause the book value of such
investments in any investment fund to exceed 10% of the book
value of such fund or would cause the commercial paper of
any one cofrporation to exceed 2% of the book value of such
fund;

(3} bankers® acceptances guaranteed by any bank having
its principal office in any state of the United S5States and
having deposits in excess of $500 million;

{e} interest-bearing deposits in bankss building and
loan assocCiationss and savings and loan associations located
in Montanas provideds howevers that the board of investments
shall reguire pledyged securities as specified in 17-6~102
{interest on said deposits shall not be less then the

prevailing rate of interest being paid on depasits of

-2 S8 117
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private funds);

{f) unencumbered real propertys first mortgagess and
participations in first wmortqgages on unencumbered real
propertys provided that:

{i) no such mortgage or mortgage participation may be
purchased unless:

{A) the principal amount of the loan secured by the
mortgage or mortgage participation is 80X or less of the
appraised value of the property;

{8} the principal amount of the loan secured by the
mortgage or wmortyage participation exceeds 80X of the
apprailsed value of the property but the amount of the loan
in excess of 80Xy detormined at the time the Joan was wmades
is guaranteed or insured by a mortgage Insurance company
which the board of Iinvestsents has deterained to be a
qualified private insurerg

(C} 25% or more of the Yoan or participation therein
securea Is guaranteed or insured in the event of default by
the United States of America or an agency thereof; or

(D) the mortgagor has leased the mortgaged property to
a persony firme or corporation whoss rental paysents under
the Jlease are guaranteed for the Full term of the loan or
participation therein by an agency of the United States; and

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

subsection (1)(f) which would cause the book value of such

-3 58 117
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investnents in any investment fund to exceed 50% of the book
value of such funde.

(2) Investments from the pooled investment fund snall
be restricted to fixed income securities described in
subsections (1){a) to (l)(e) above.

(3} Retirement fundsv-ontyy and the fund providea _for
10_k1=-6-4032 subsection {%] wmay be iavested in preferred and
common 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 $10 million;

{by if the investment is preferred stockes the
corporation's aggregate earnings available for payment of
interest and preferred dividendss for a period of 5
consecutive years immediately before the date of investment,
have baen at least 1 1/2 times the aggregate of interest and
preferred dividends required to be paid during this period;
and

(¢} if the investment is common stock:

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

(iéi) the aggregate earnings of the corporation during
this period whicn were available for payment of dividends on
common stock were at least equal to the aggregate of the

cash dividends paid thereon; and

4= SB 117
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{iii) not more than 2 of the assets of any retirement
fund may be invested in common stocks or in fixed income
securities convertible into common stock not conforming to
the dividend and earnings standards stated in subsections
{3)(c)(i) and (3)(c}{ii) aboves 50 long as the corporation
maintains the asset value required in subsection {3){a) and
evidences appropriate growth potential and probable earnings
gain; and

{d) no investment may be made at any time wunder
supsection (3} which would cause the book value of such
investments in any retirement fund to exceed 20X of the book
value of such fﬁnd or would cause the stock of one
corporation to exceed 1X of the book value of such
retiremsent fundeg

LE)__SUBSECTIONS LCICIIL)_AND {0} HEREIN DO _NOY APPLY
I0_FuNDS PROMIQED EOR_IN _17-6-203(4%),

(4) The board of investments shall endeavor to direct
the state's investment business to those investment firms
and/or banks which maintain offices in the state and thereby
make contributions to the state economy. Furthers due
considerstion shall be given to investments which will
penefit the smaller communities in the state, The state's
investment business will be directed to out-of-state firms
only when there is a distinct economic advantage to the

state of Montanae"
-End-

-5- SB 117
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SENATE BILL NOe. 117

INTRODUCED BY HIMSL,s OLSONs LOCKREMs SEVERSON

A BILL FOR AN ACT ENTITLED: ™AN ACT AUTHORIZING THE STATE
BOARD OFf INVESTMENTS TO INVEST BEQUESTS. DEVISES. OR GIFTS
T THE STATE IN PREFERRED OR COMMON S5TOCKS; AMENDING SECTION

17-6-211s MCA"™

BE IT ENACTYED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section ls Section 17-6-211s MCA, is amended to read:
"17-6~-211. Permissible investments. (1) The following

securities are permissible investments for all investment

funds referred to in 17-6-203s except as indicated:

{a) any securities authorized to be pledged to secure
deposits of public funds under 17-6-103;

(b) bondse notess debentureses equipment obligationss
or any other kind of abtsolute obligation of any corporation
organized and operating in any state of the United States or
in Canadas if the obligations purchased are payable in
United States dollarsy provided that all investments under
this subsection (b) must he rated by one nationally
recognized rating agency among the top third of their
quality categoriesrs not applicable to defaulted bonds:

(cy commercial paper of prime quatitys as defined by

one nationally recognized rating agencys issued by any
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corporation organized and operating in any state of the
United Statesy provided that:

[i) such securities mature in 270 days or less;

[ii) the issuiny corporation or the parent company of a
finance subsidiary issuing commercial papers at the time of
the last financial reporting periods had a ratio of current
assets to current liabilitiess including among current
liabilities Yong-term debt maturing within 1 years of at
least 1 142 to 1 and had received net income averaging $1
million or more annually for the preceding 5 years; and

{iii) no investment may be made at any time under this
subsection (c} which would cause the book value of such
investments in any investment fund to exceed 10X of the book
valtue of such fund or would cause the commercial paper of
any one corporation to exceed 2X of the book walue of such
fund;

{a} bankers® acceptances guaranteed by any bank having
its principal office in any state of the United States and
having deposits in excess of $500 millions

{e) interest~hearing deposits in bankse building and
1oan associationsy and savings 3nd loan associations located
in Montanas provideds howevery that the board of investments
shall require pledged securities as specified in 17-6-102
{interest on said deposits shall not be less than the

prevaitina rate of interest being paid on deposits of

-2- SB 117
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private funds);

{f} unencumbered real! propertys first mortgagess and
participations in first mortgaqes on  unencumbered real
propertyy provided that:

{i) no such mortqage or mortgage participation may be
purchased unless:

th} the principal amount of the l1oan secured by the
mortgage or mortgage participation is 80% or less of the
appraised value of the property;

{B} the principal amount of the lcan secured by the
mortgage or wmortgage participation exceeds 80X of the
appraised value of the property but the amount of the loan
in excess of 80X, determined at the time the loan was mades
is quaranteed or insured by a mortgage insurance comspany
which the board of investments has determined to be a
qualified private insurer;

{C) 25% or more of the loan or participation therein
secured s guaranteed or insured in the event of default by
the United States of America or an agency thereof; or

{0} the mortgagor has leased the wmortgaged property to
a persons firmy or corporation whose rental payments wunder
the lease are quaranteed for the full term of the loan or
participation therein by an agency of the United States; and

{ii}) no iavestment shall be made at any time wunder

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

-3- 58 117
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investments in any investment fund to exceed S0 of the book
value of such funde

{2} investments from the pooled investment fund shall
be restricted to fixed income securities described in
subsections (1}({a) to {l1){e) above.

(3) Retirement fundsy-endyy and the fund provided _for
in_1I-6-203:_subsection (%) may be invested in preferred and
common stocks of any corporation organized and operating in
any state of the United States provided that:

{a) the corporation has assets of a wvalue not less
than 310 miltion;

tby if the investment is preferred stocks the
corporation®'s aggregate earnings available for payment of
interest and preferred dividendss for a period of 5
consecutive years immediately before the date of investments
have been at least 1 172 times the aggregate of interest and
preferred dividends required to be paid during this period;
and

fcy if the investment is common stock:

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

{(ii) the aqgregate 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;i and

4= SR 117
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{iii) not more than 2% of the assets of any retirement
fund may be invested in common stocks or in fixed income
securities convertible intoc common stock not conferming to
the dividend and earnings standards stated in subsections
{3)3{c)(i} and (3)({c){ii) aboves so long as the corporation
maintains the asset value required in subsection {3}(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 20% of the book
value of such fund or would cause the stock of one
corporation to exceed 1% of the book value of such
retirement fundwj

LE}__SUBSECTIONS (CH(IXI) AND (D} HEREIN OO _NOY _APPLY
I0_FUNDS_PROVIDED EQR_IN_17-6-203(%1e

{4y The board of investments shal! endeavor to direct
the state's investment business to those investment firms
and/or banks which maintain offices in the state and thereby
make contributions to the state economy. Furthere due
consideration shall be given to investments which will
penefit the smaller communities in the state. The State's
investment business will be directed to out-of-state firms
only when there is a distinct economic ardvantage to the

state of Montana.”

-End-
-5- SB 117



