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INTRODUCED BY ~---------------

A BILL FOR AN ACT ENTITLED: "AN ACT TO REVISE THE 

GUIDELINES FOR THE STATE BOARD OF INVESTMENTS; AND A~ENDING 

SECTIONS 17-6-20lt 17-6-211t AND 19-10-203t MCA." 

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

Section 1. Section 17-6-201t MCAt is amended to read: 

*17-6-201. Unified invest111ent program general 

provisions. (ll The uniform investment program directed by 

Article VIIIt section 13 9 of the 1972 Montana constitution 

to be provided for public funds shall be administered by the 

board of invest~tents in accordance with the rules provided 

in this chapter and ~ith that degree of judgment and care, 

under circumstances from tir.e to ti•e prevailing, which men 

of prudence, discretion, and intelligence exercise in the 

management of their own affairs, not for speculation but for 

investment, considering the probable safety of their capital 

as well as the probable inco111e to be derivect_.. _ _aw1 

~~~~LlUl,:tj.M __ Qf~JW;bas jng D!l.~~Li:.i!Ril.aL11J.U:lDlol-ll.~~ 

oL.:>Y:>:t.Uo~1Lb~tLmWl!l.~ail.nl2D• 

(21 All state funds shall be invested ana reinvestea 

in securities enumerated in 17-6-211 to the maximum extent 

consistent with this policy and with the need and timin9 of 
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cash expenditures for particular purposes. 

(3) The board of investments has the sole authority to 

invest state funds. No other agency may Invest state funds. 

The board shall direct the Investment of state funds in 

accordance with the laws and constitution of this state. The 

board has the power to veto any investments made under its 

general supervision. 

{4) The board shall: 

(a) assist agencies with public money to determine ifo 

when, and how much surplus cash is available for investment; 

(b) determine the amount of surplus treasury cash to 

be invested; 

(c) determine the type of Investment to be made; and 

(d) prepare the claim to pay for the investment. 

(51 The board of investments may: 

(a) execute deeds of conveyance transferring all real 

property obtained through foreclosure of any investw.ents 

purchased under the provisions of 17-6-211 when full payment 

has been received therefor; 

(b) direct the withdrawal of any funds deposited by or 

fer the state treasurer pursuant to 17-6-101 and 17-6-105; 

(c) direct the sale of any securities in the program 

at their full and true value when found necessary to raise 

money for payments due from the treasury funds for which the 

securities have been purchased. 

-2-
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(6) The state treasurer shall keep an account of the 

total of each investment fund and of all the invest~~nts 

belonging to such fund and of the participation of each 

treasury fund account therein and shall make from time to 

time such reports with reference thereto as ~ay be directed 

by the board of investments• 

(7J The cost of administering and accounting for each 

investment fund shall be deducted from the incoae therefrom, 

except that such costs of the trust and legacy fund shall be 

paid fro• income otherwise receivable from the pooled 

investment fund, and the amounts required for this purpose 

shall be appropriated by the legislature from the respective 

investment funds.• 

Section 2. Section 17-6-211, HCA, is amended to read: 

•17-6-211• Permissible investments. (1) The following 

securities are permissible investments for all investment 

funds referred to in 17-6-203, except as indicateo: 

{a) any securities authorized to be pledged to secure 

deposits of public· funds under 17-6-103; 

(b) bondso 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, or of any corporation In which the 

United States government is a voting shareholder by act of 
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congress; provided that all investsents under this 

subsection (b) must be rated by one nationally recogni,eo 

rating agency among the top third of their quality 

categories, not applicable to defaulted bonds; 

(c) commercial paper of prime quality, as defined by 

one 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 270 days or less; 

(ii} the issuing corporation or the parent company of a 

finance subsidiary Issuing cosmerclal paper, at the time of 

the last financial reporting period, had a ratio of current 

assets to current liabilities, including among current 

liabilities long-term debt maturing within 1 year, of at 

least 1 1/2 to 1 and had received net income averaging $1 

million or more annually for the preceding 5 years; and 

(iii) no invest111ent 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 coamercial 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 111illion; 

-It-
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{e) interest-bearing deposits in bankso building and 

loan associations 9 and savings and loan associations located 

in ~ontana, provided 9 however, that the board of invest~ents 

shall require oledged 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 

private funds); 

(f) unencumbered real property, first mortgages, and 

participations in first mortgages on unencumbered real 

property, provided that: 

(i) no such mortgage or mortgage participation may be 

purchased unless: 

(A) the principal amount of the loan secured by the 

mortcage or mortgage participation is 80~ or less of the 

appraised value of the property; 

(E) the principal amount of the loan secured by the 

mortgage or mortgage participation exceeds 80% of the 

appraised value of the property but the amount of the loan 

in excess of 80%, determined at the time the loan was made, 

is guaranteed or insured by a mortgage insurance co~pany 

which the board of investments has determined to be a 

qualified private Insurer; 

(C) 25% or more of the loan or participation therein 

secured is guaranteed or insured in the event of default by 

the United States of America or an agency thereof; or 
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(0) the mortgagor has leased the •ortgaged property to 

a person, firm, or corporation whose rental payments under 

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

investments in any investment fund to exceed 50% OT the book 

value of such fund. 

(2) Investments from the pooled investment fund shall 

be restricted to fixed income securities described in 

subsections (l)(a) to (1)(e) above. 

(3) Retirement funds &ne--~e--+~fte--~~&Y+eee-+e~-+" 

+~-6-~9~-~~b~e~+en-t~t 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 not less 

than $10 million; 

(b) if the investment is preferred stock, the 

corporation•s aggregate earnings available for payment of 

interest and preferred dividends, for a period of 5 

consecutive years immediately before the date of investment, 

have been at least 1 l/2 times the aggregate of interest and 

preferred dividends required to be paid during this period; 

e"e 

tet--++-~"~-+nwe~~meft~-+~-eea.eft-s~eek• 
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t+t--~he--s~ee~--hes--pe+d-ee~-d~een~-+n-eeeh-e~e~ 

~@es~-5-yeers-+..ed~y-be~re-+~-+s-pareheseef 

t++t-~he-e~gr~~-eftrft+ftgs-of-~he--eorpere~+en--ear+ftq 

~s-per+ed-wh+eh-were-eve++eb+e-fer-peymen~-ef-d+~+eenas-en 

eomsen--~~-were--e~-~~-e~e+-~o-t~-e~~re~e~e-~-t~ 

eash-e+~+den~pe~-~ereenf-end 

t+++t-~-aere-~hen-~•-ef-~e-asse~s-ef-eny--re~+remen~ 

~--~y--be--+n~s~--+n-eemaeft~oeks-er-+n-f+xed-+nee~ 

see~~s-een~r~b+e-+n~e-ec.~n-s+ee~-~~--een~~+n~--~e 

~he--e+Y+eend--end--eern+ngs-s~enderds-s~e~-+n-seesee~+ens 

f3ttett+t-end-t3ttett++t-eb~y-se~eng-es--~e--e~pere~+en 

•e+n~e+ns--~·esse~-ve+oe-reqa+re~-+n-sabsee~+en-t3ttftt-end 

eY+denee~pprepr+e~e-gro~h-pe~~+e~-end-prebeb+e-eern+ngs 

ge+nf-ttftd 

fdt~ no invest~nt may be •ade at any tiae under 

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

Investments in any retireaent fund to exceed ~e• ~of the 

book value of such fund or would cause the stock of one 

corporation to exceed ~• Zl of the book value of such 

retirement fund; 

tet.UU -b-e~ei'Htsbb!iect i oo (c) t+Ht--end-tet-heM!+n 

de AQe& not apply to funds provided for in 17-6-203(4)• 

(Lt) The board of investaents shall endeavor to direct 

the state•s investaent business to those investment firms 

and/or banks which maintain offices in the state and thereby 
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make contributions to the state economy. Further~ due 

consideration shall be given to investw.ents which will 

benefit the saaller co.-unities 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.• 

Section 3. Section 19-10-203, MCA~ is 2menrled to read: 

•19-10-203. Investment of fund. (1) All monev in the 

fund in excess of such an amount 2s is considered necessary 

froa time to tire to meet current payments to retired police 

officers shall be invested as hereinafter provided. All 

interest on money belonging to the fund from any source 

belongs to and must be paid into the fund. 

(2) Whenever the money in the police retirement fund 

exceeds the greater of the follovin~ amounts, the city 

treasurer shall remit the excess to the state treasurer, ~ho 

shall invest the remittances under the direction of the 

board of investments as provided in 17-6-204: 

(a) 1 1/Z times the aonthly benefit paid in the 

preceding monthi or 

(b) $5,ooo. 

(3) The funds deposited in the police retirement fund 

of a city or town after July 1, 1977, are limited to the 

investments in 17-6-211Y£ &Mee~~~he~-~he-f~nes-~y--ne~--ee 

+n~es~ed--+ft--ee~--s~ee~w However, these funds may be 

-a-
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Approved by Committee 
on State Administration 

l ~LL NO. __1ll_ 
INTRODUCED BY ~ 

A BILL FOR AN ACT ENTITLED: •AN ACT TO REVISE THE 

GUIDELINES FOR THE STATE BOARD OF INVESTMENTS; AND AMENDING 

SECTIONS 17-6-201o 17-6-211t AND 19-10-203o KCA.• 

BE IT ENACTED BY THE LEGISlATURE OF THE STATE CF KONTANA: 

Section 1. Section 17-6-201, MCAo is a111ended to read: 

•17-6-201. Unified invest111ent program general 

provisions. (1) The uniform investsent progra111 directed by 

Article VIIIo section 139 of the 1972 ~ontana constitution 

to be provided for public funds shall be administered by the 

board of invest111ents in accordance with the rules provided 

in this chapter and with that degree of judg111ent and care 0 

under circumstances fro111 tiee to time prevailing, which men 

of prudence, discretion, and intelligence exercise in the 

management of their own affairs, not for speculation but for 

investment, considering the probable safety of their capital 

as well as the probable income to be de r i ve d&--llrul 

~~cvatjoo _gf~hasjpg DQKeL-Qf_~~~jtal duciog gecio~ 

Qf_sustajoed high-monetary ioflati2D• 

(2) All state funds shall be invested and reinvesteo 

in securities enumerated in 17-6-211 to the maximum extent 

consistent with this policy and with the need and timing of 
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cash expenditures for particular purposes. 

(3) The board of investments has the sole authority to 

invest state funds. No other agency may invest state funds. 

The board shall direct the investaent of state funds in 

accordance with the laws and constitution of this state. The 

board has the power to veto any investments ~ade under its 

general supervision. 

(~) The board shall: 

(a) assist agencies with public .aney to determine ift 

when, and how much surplus cash is available for investment; 

(b) determine the a•ount of surplus treasury cash to 

be Invested; 

(c) determine the type of investment to be made; and 

(d) prepare the claim to pay for the invest•ent. 

{5) The board of investments may: 

(a) execute deeds of conveyance transferring all real 

property obtained through foreclosure of any investments 

purchased under the provisions of 17-6-211 when full payment 

has been received therefor; 

(b) direct the withdrawal of any funds deposited by or 

fer the state treasurer pursuant to 17-6-101 and 17-6-105; 

{c) direct the sale of any securities In the program 

at their full and true value when found necessary to raise 

money for payments due from the treasury funds for which the 

securities have been purchased. 

SECOND READING 
-2- HB if?/ 
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(6) The state treasurer shall keep an account of the 

total of each investment fund and of all the investments 

belonging to such fund and of the participation of each 

treasury fund account therein and shall aake from time to 

time such reports with reference thereto as aay be directed 

by the board of investments. 

(7) The cost of adainistering and accounting for each 

investment fund shall be deducted fro• the income therefromw 

except that such costs of the trust and legacy fund shall be 

paid fro• inco111e otherwise receivable from the pooled 

investment fundw and the a•ounts required for this- purpose 

shall be appropriated by the legislature from the respective 

Investment funds.• 

Section 2. Section 17-6-211, MCA, is amended to read: 

•17-6-211• Permissible lnvest•ents. {1) The following 

securities are permissible Investments for all invest•ent 

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) 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 tanadaw If the obligations purchased are payable in 

United States dollars, or of any corporation In which the 

United States govern•ent is a voting shareholder by act of 
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that all lnvestsents under this 

be rated by one nationally recognized 

the top third of their quality 

categories. not applicable to defaulted bonds; 

{c) commercial paper of prime qualitY• as defined by 

one nationally recognized rating agency, Issued by any 

corporation organized and operating in any state of the 

United States, provided that: 

(I) such securities sature in 270 days or less; 

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

finance subsidiary Issuing co••ercial paper, at the time of 

the last financial reporting period, had a ratio of current 

assets to current liabilities, including aaonq current 

liabilities long-tera debt •aturing within 1 year. of at 

least 1 1/2 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 10% of the book 

value of such fund or would cause the commercial paper of 

any one corporation tc exceed 22 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 •illlon; 

-4-
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(e) interest-bearing deposits in banks• building and 

loan associations, and savings and loan associations located 

in Hontana 9 provided 9 however, that the board of invest~ents 

shall require pledged securities as specified in 17-6-102 

(interest on said deposits shall not be less than the 

prevaillng rate of interest being paid on deposits of 

private funds); 

(f) unencu•bered real property, first mortgages, and 

participations In first ~ortgages on unencuMbered real 

property, 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 eortgage participation Is 80~ or less of the 

appraised value of the property; 

(B) the principal amount of the loan secured by the 

mortqage or mortgage participation exceeds 80% of the 

appraised value of the property but the amount of the loan 

in excess of 80% 9 determined at the time the loan was made, 

Is guaranteed or 

which the board of 

insured by a mortgage insurance company 

investments has determined to be a 

qualified private Insurer; 

(C) 25% or more of the loan or participation therein 

secured is guaranteed or insured in the event of default by 

the United States of America or an agency thereof; or 
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(D) the •ortgagor has leased the mortgaged property to 

a person, firm, or corporation whose rental payments under 

the lease are guaranteed for the full term of the loan or 

participation therein by an agency of the United States; and 

(ii) no investment shall be •ade at any ti•e under 

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

investments in any investment fund to exceed 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 (1)(a) to (1)(e) above. 

(3) Retirement funds eftd--~e--f~ftd--~ew+eee-~e~-+ft 

~~-~~-~~b,e~+eft-t~t 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 not less 

than $10 million; 

(b) If the invest~nt is preferred stock, the 

corporation's aggregate earnings available for payment of 

interest and preferred dividends, for a period of 5 

consecutive years immediately before the date of invest•ent, 

have been at least 1 1/2 times the aggregate of interest and 

preferred dividends required to be paid during this period; 

e"d 

tet--+f-the-+n.e~~een~-+~-e~"-stcek+ 
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t+t--~he--~k--hes--~e+e-ees~-e+Y+ee~-+ft-eeeh-e~-~ 

Jees~-5-years-+.-ed+ete+y-he~e-~-+s-~~ea~ 

t++t-.he-e~e~e~e-e~n+n~s-~-~he--ee~re~--da~ 

~s-~er+ee-wh+e~e-eya++eh+e-~r-~eymeft~-e~-d+Y+eenos-en 

e-ft--sioeek-""'Were-a~--'1-t!e~-~ae+-~e-.he-e~r~rie-~-.he 

er.~h-dh+dertds-J"I+d-~ereeft•-eftd 

tt++t-n~aere-.han-r•-~~-ess~-e~-eny--re~r~n~ 

~--.-y--be--+ftye~d--in eem•en s~eeks er-+n-f+wee-+nee•e 

~~een,_~e+e-+ttee-eo.Mm-M~--~---~~~Irif'~---to 

~e--e+Y+eeft1!1--etld---r~~+ft!la-s~ltl'ldords-M~-+n-sa!Hee't+el't$ 

~tetf+t-end-t3Hett++t-ebevey-sct4e11t!-es--'the--e-~re#eft 

•e+n~--ttte-esse~ehte-reqa+rt!t!-+n-stlbseeHoft-t3ttttt-end 

eridenees-e~repr+e~-!r&W't~~~+-end-prehe&Je-earft+n~ 

~rand 

tet~ no Investment may be made at any tl•e under 

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

investments in any retireeent fund to exceed ~a. ~ of the 

book value of such fund or would cause the stock of one 

corporation to exceed *• ~ of the book value of such 

retirement fund; 

'tetllll -~e~o~suQJect i oD C c )t+++t--end-fdt-here+rt 

do dae& not apply to funds provided for In 17-6-203(4)• 

{4) The board of investaents shall endeavor to direct 

the state•s investment business to those invest•ent fir•s 

and/or banks which maintain offices In the state and thereby 
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make contributions to the state economy. Further, due 

consideration shall be given to investments which will 

benefit the smaller comaunities in the state. The state•s 

investment business will be directea to out-of-state firms 

only when there Is a distinct economic advantage to the 

state of Montana.• 

Section 3. Section 19-10-203, ~tA, is amended to read: 

•19-10-203. Investment of fund. (1) All money in the 

fund in excess of such an amount as is considered necessary 

fro• time to tir.e to meet current payments to retired police 

officers shall be invested as hereinafter provided• All 

interest on •oney belonging to the fund from any source 

belongs to and •ust be paid Into the fund. 

(2t Whenever the •oney in the police retirement fund 

exceeds the greater of the following a•ounts, the city 

treasurer shall remit the excess to the state treasurer, who 

shall invest the remittances under the direction of the 

board of investments as provided in 17-6-204: 

Ia) 1 1/2 times the monthly benefit paid in the 

preceding •onth; or 

(b) S5,ooo. 

(3) The funds deposited in the pollee retire•ent fund 

of a city or town after July 1, 1977, are limited to the 

investments in 17-6-211Ya a.ee,~~~ ~he ~-ne.-mey-~--ee 

~ftV8ftee--+n--ee.-oft--s~ee~ However, these funds may be 
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~7th Legislature LC 08lZfOl 

1 l ~ P~LL NO. __!§],_ 

INTRODUCED BY-~---------------------------· 2 

3 

4 A BILL FOR AN ACT ENTITLED: •AN ACT TO REVISE THE 

5 GUIDELINES FOR THE STATE BOARD OF INVESTMENTS; AND AMENDING 

6 SECTIONS 17-6-20lt 17-6-211t AND 19-1G-203t MCA.• 

1 

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

9 Section 1~ Section 17-6-201, MCAt is a$ended to ~ead: 

10 •11-6-201. Unified invest111ent p~ogram general 

11 p~ovislons. (It The unifo~• Investment program directed by 

12 A~ticle VIIIt section 13t of the 1972 Montana constitution 

13 to be provided for public funds shall be administered by the 

14 board of investments In accordance with the rules provided 

15 in this chapter and with that deg~ee of judgment and caret 

16 under circumstances from ti~ to ti&e p~evailing, which men 

11 of p~udence 1 discretion, and intelligence exe~cise in the 

18 management of their own affai~s, not fo~ speculation but fo~ 

19 invest~ent, considering the probable safety of their capital 

20 as well as the p~obable income to be de~ i ve d£--iiw:l 

21 preservation of purcbasjng powe~~l-AuLlQg_p~ 

22 of sustained bign_.onetary lnflatigo• 

23 (2t All state funds shall be invested and ~einvesteo 

24 in securities enumerated In 17-6-211 to the maximum extent 

25 consistent with this policy and with the need and timing of 
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cash expenditures for particular purposes. 

{3) The boa~d of investments has the sole authority to 

invest state funds. No other agency may Invest state funds. 

The board shall direct the invest•ent o~ state funds in 

acco~daoce with tne laws and constitution of this state. The 

boa~d has the poHer to veto any invest111ents made under its 

gene~al supervision. 

(4) The board shall: 

(a) assist agencies with public •oney to determine ift 

when, and how •uch su~plus cash is available ~or invest•ent; 

(b) determine the aaount of surplus treasury cash to 

be Invested; 

(c) determine the type of invest•ent to be made; and 

{d) prepare the claim to pay for the investment. 

{5) The board of investments •ay: 

{a) execute deeds of conveyance transferring all ~eal 

p~ope~ty obtained through fo~eclosure of any investments 

purchased unde~ the provisions of 17-6-211 when full payment 

bas been received therefor; 

{b) dl~ect the withdrawal of any funds deposited by or 

fo~ the state t~easurer pursuant to 17-6-101 and 17-6-105; 

(c) direct the sale of any secu~ities in the program 

at their full and t~ue value when found necessa~y to ~aise 

money fo~ payments due from the t~easury funds fo~ which the 

securities have been pu~cbased• 

T H I R D R E A D I N G 
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(6) The state treasurer shall keep an account of the 

total of each investlllent fund and of all the invest•ents 

belon.gln') to such fund and of the parti·cfpation of each 

treasury flfnd account therein and shall Make fr011 Uwre to 

ti.a such reports ~ith reference thereto as aay be directed 

by the board of investments. 

{7) The cost of adainistering and account.inq for each 

lnvest.ant fund shall be deducted froa the inco•e therefro•, 

except that such costs of the trust and legacy fund shall be 

paid fra. inca.e otherwise receivable fro• the pooled 

investBent fund• and the amounts required for this purpose 

shall be appropriated by the leqislature fro• the respective 

lnvestaent funds.• 

Section 2. Section 17-6-211, MCA, is aaended to read: 

•17-6-211• Pe,..issible investaents. (1} The followinq 

securities are peralsslble invest.•ents for all invest•ent 

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

(a) any securities authorized to be pledqed to secure 

deposits of pubHc· funds under 11-6-103; 

(b) bonds, notes,· ·debentures, equipaent obligations• 

or any other kind of absolute obligation of any corporation 

orC}aftiZed and operating in any state of the United States or 

in Canada• if the obligations purchased are payable in 

United States dollars• or of any corporation In which the 

united States goyern•ent is a vo~lng sharehold•r by act of 

-3'-
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that all lnvest-nts under thl s 

be rated by one nationally recognized 

the top third of their quality 

categories, not applicable to defaulted bonds; 

(c) co-.ercial paper of prl- quality, as oefined by 

one nationally recognized rating agency, issued by any 

corporation organized and operating in any state of tne 

United States, provided that: 

(iJ such securities •ature in 270 days or less; 

{ii) the issuing corporation or the parent co~any of a 

finance subsldiary Issuing co•mercial paper, at the tiee of 

the last financial reporting period, had a ratio of current 

~ssets to current liabilities, including a•ong current 

liabilities long-ter• debt Maturing within 1 year, of at 

least 1 1/2 to 1 and hac received net incoae averaging $1 

•lllion or •ore annually for the preceding 5 years; and 

(iii) no invest•ent nay be .ade at any time under this 

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

investments in any fnvest.ent fund to exceed 10% of the book 

value of such fund or would cause the coamerclal paper of 

any one corporation tc exceed 2l 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 •illfon; 

-4-



1 

z 

3 

4 

5 

6 

1 

8 

9 

10 

11 

1Z 

13 

14 

15 

16 

11 

16 

19 

20 

21 

22 

23 

24 

25 

LC 081ZJ01 

(e) interest-bearing deposits in banks• building and 

loan associations. and savings and loan associations located 

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

shall require oledged securities as specified in 17-6-102 

(interest on said deposits shall not be less than the 

prevaillng rate of interest being paid on deposits of 

private funds); 

(f) unencumbered real property, first mortgages, and 

participations in first mortgages on unencumbered real 

property, 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 Bot or less of the 

appraised value of the property; 

(B} the principal amount of the loan secured by the 

mortgage or mortgage participation exceeds sot of the 

appraised value of the property but the amount of the loan 

in excess of 80%, deter•ined at the time the loan was made 9 

Is guaranteed or insured by a mortgage insurance company 

which the board of investments has determined to be a 

qualified private Insurer; 

(C) 25t or ~ore of the loan or participation therein 

secured is guaranteed or insured in the event of oefault by 

the United States of America or an agency thereof; or 

-5-
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(D) the mortgagor has leased the mortgaged property to 

a person, firm• or corporation whose rental payments under 

the lease are guaranteed for the full term of the loan 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 

investments in any investment fund to exceed 50% o~ the book 

value of such fund. 

(2) lnvest~ents from the pooled Investment ~und shall 

be restricted to fixed Income securities described in 

subsections (1)(a) to (l)(e) above. 

(3) Retirement funds ene--~--f~ftd--pr8Yiee4 ~~+ft 

%~-6-293.-~~hse~feft-t~ 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 not less 

than S10 million; 

(b) If the investment is preferred 

corporation's aggregate earnings available for 

stock, the 

payment of 

interest and preferred dividends. for a period of 5 

consecutive years immediately before the date of invest•ent. 

have been at least 1 1/2 times the aggregate of interest and 

preferred dividends required to be paid during this period; 

e"e 

tet--+~@-i".e~~eeft~-+~-e~eft-~ek• 
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t+t 4!he s~eek hee· ~e1d-eeeft-diwiee~~-eeen-e+-e~ 

•~ ye~s ....... ~~~.-~._ •• +~·ie ~•reheseot 

"t i i ·I .me II!!I<Jf'e.-,lt!e eaf'tti~s ef' ~he eOf'""NI"ett- a .. r i fte 

~ peried •llhieh were~~-ftr pa,aeft4!-ef 4H.wieentts-en 

e-en· st:eek -.-e--et: •-•·-~~ 'the eor<!lre~tetle ~-'tM 

eee~diwieende pe~d t:hereeftt end 

t i-i i-t flot eere-i:t\eft-i!tl-ef-1dle e:betls~--e4!+Pellleft1: 

f'llftd ._,. lite hweetted ift ee11eon si:edls or in-fi-Jfed-+tleeee 

-..rit:<f es eeMeri:i bft-+ftH e.,...n Si:edt-l'lei:-eilt'l.,._trirtg--1:e 

'the diwideftd eftd eern+~si:endords-s'te~-+n-s.-seet:+efts 

~t~ti++t B'-e-.,-.-1-o~-·-~--eereerei:ien 

-+wt~ • 'the easei: ,.el11e •••+riM! +n-llbseei:t.en i3ttet~ 

ew1denees ep~repriBi:e ~·~h pe1:en1:ie~ aR4 ~b4e ~ftift~ 

~.--e 

'tttt~ no investeent -l' be made at any tiee under 

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

i·nvest-nts in any ret i re.ant f'und to exceed ~ ~ of' the 

book value of' such f'und or would cause the stock of one 

corporation to exceed ~ ZJ of' the book value of' such 

retir .. ent fundi 

fe't.L:dl siiii<MeM-etteSU!ij!itctjoo {c)i'·H+t end tet herein 

• SlaaA not .apply to funds provided for in 11-6-203l"t)• 

("t) The board of investaents shall endeavor to direct 

the state•s investeent business to those investaent fires 

and/or banks which aaintain offices in the state and thereby 
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111ake contributIons to the state econo•.Yc• FUTther, du.e 

consideration shall be ·given to invesuents which will 

benefit tile smaller co..unities in the state. The state•s 

invest.ent business will be di recteo to out-of-state ~inns 

only when there is a distinct econoaic advantaqe to the 

state of ~ontana.• 

Section 3. Section ~9-10-203, MC~, is aeended to read: 

•19-1~203. lnvest.ent o~ f'und. (1) All aoney in the 

f'unc:l in e~tcess o-f such an aeount as is considered necessacry 

fro• tiae to ti•e to .aet current pay.ants to retired police 

officers shall be invested as hereinafter provided• All 

Interest on 110ney belonging to the "fund from any source 

belongs to and eust be paid into the fund. 

(21 Whenever the eoney In the police retirelftent fund 

exceeds the greater of' the foll-ing aeounts, the city 

treasurer shall reelt the excess to the state treasurer, who 

shall invest the re111ittances under the direction of the 

board of investeents as provided in 17-6-20Lt: 

(a) 1 1/2 tiees the aoflthly benefit paid in the 

precedinq aonth; or 

(bJ $5,000. 

( 3 J The funds d~s i ted in the po 1 ice ret i re11ent f'und 

of' a city or town after July 1. 1977• are lilllited to the 

11\vest-nts in 17-6-211•• -eeft't-tile't-'tt.e-fltttcl,_.ey--.ftltf:-h 

+n-.~ed--+ft- ••••an ·~ However, these f'unds ~ay be 

-a-



... 0 ' N
 

... liD 
0 u ... 

• • "'" 0 N
 I oD 

I t--... ... 0 "' I: 0 ., >
 0 ... c. 

... 

-b I: 
w

 I 

I o-1 



47th Legi~lature HB 0461/02 

2 

3 

4 

<; 

6 

1 

6 

9 

10 

ll 

12 

13 

14 

15 

16 

17 

16 

19 

20 

21 

22 

23 

24 

25 

A BILL FOR 

GUJ OEl JNE S 

HOUSE BILL NO. 461 

INTROOUCED BY NOROTVEOT 

AN ACT ENT IT LEO: "AN ACT TO REVISE THE 

FOR THE STATE BOARD OF INVESTMENTS; AND AMENDING 

SECTIONS 17-6-201, 17-6-21lt AND 19-10-203, MCA." 

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

Section I. Section I7-6-201t MCA, is amended to read: 

"17-6-201. Unified inve~tment program general 

provisions. 11) The uniform investment program directed by 

Article VIIIt section l3t of the 1972 Montana constitution 

to be provided for public funds shall be administereo oy the 

board of investments in accordance with the rules provided 

in thi~ chapter and with that degree of judgment and care, 

under circumstances from time to time prevailing• which men 

of prudence, discretion, and intelligence exercise in the 

management of their own affairs, not for speculation but for 

investment, considering the probable ~afety of their capital 

as well as the probable income to be derived~--~ 

Q!~~~~~~-_Q_f __ ~rch~sing~~~!~Qltal d~ring_~!iods 

Qf_~~~!~in~g_hig~-~et~LY_lnfla!l2n• 

(2) All state funds shall be invested and reinvested 

in securities enumerated in I7-6-Zl1 to the maximum e~tent 

consistent w1th this policy and with the need and timing of 
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cash expenditures for particular purposes. 

C3) The board of investments has the sole authority to 

invest state funds. No other agency may invest state funds. 

The board shall direct the investaent of state funds in 

accordance with the laws and constitution of this state. The 

board has the power to veto any investaents made under its 

general supervision. 

(4) The board shall: 

(a) assist agencies with public .aney to determine if• 

when, and how much surplus cash is available for investment; 

(b) determine the amount of surplus treasury cash to 

be invested; 

(c) determine the type of investment to be made; and 

(dJ prepare the claim to pay for the investment. 

(5) The board of investments may: 

(a) execute deeds of conveyance transferring all real 

property obtained through foreclosure of any investments 

purchased under the provisions of 17-6-21I when ful1 payment 

has been received therefor; 

(bJ direct the withdrawal of any funds deposited by or 

for the state treasurer pursuant to 17-6-10I and 17-6-105; 

(c) direct the sale of any securities in the program 

at their full and true value when found necessary to raise 

money for payments due from the treasury funds for which the 

securities have been purchased. 

-2- HB 481 
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(6) The state treasurer shall keep an account of the 

total of each anvestment fund and of all the investments 

belonging to such fund and of the participation of each 

treasury fund account therein and shall make from time to 

time such reports with reference thereto as may be directed 

by the board of investments. 

{7) The cost of administering and accounting for each 

investment fund shall be deducted from the income therefrom, 

except that such costs of the trust and legacy fund shall be 

paid from income otherwise receivable from the pooled 

investment fundo and the amounts required for this purpose 

shall be appropriated by the legislature from the respective 

tnvest~nt funds.~ 

Section 2. Section 17-6-211• MCAt is amended to read: 

"17-6-211. Permissible investments. 111 The following 

securities are permissible investments for all investment 

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

Ia) any securities authorized to be pledged to secure 

deposits of public funds under 17-6-103; 

{b) bondst 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. or of any corporation in which the 

United States government is a voting shareholder by act of 

-3- HB 481 
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that all investments under this 

be rated by one nationally recognized 

the top third of thear quality 

categories, not applicable to defaulted bonds; 

(c) commercial paper of prime quality• as defined by 

one nationally recognized rating agency• issued by any 

corporation organized and operating in any state of the 

Unated States, provided that: 

CiJ such securities mature in 270 aays or less; 

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

finance subsidiary issuing commercial paper, at the time of 

the last financial reporting period, had a ratio of current 

assets to current liabilities, including among current 

I labilities long-term debt maturing within l year, of at 

least 1 1/2 to 1 and had received net income averaying Sl 

million or more annually for the preceding 5 years; and 

liiiJ 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 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 S500 millaon; 

-4- HB 4il1 
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(e) interest-bearing deposits in banks, building and 

loan associations, and savings and loan associations located 

in Hontanao providedo however, 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 

private funds); 

(f) unencumbered real property, first mortgages, and 

participations in first mortgages on unencumbered real 

property, provaded 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; 

(8) the principal amount of the loan secured by the 

mortgage or mortgage participation exceeds 80% of the 

appraised value of the property but the amount of the loan 

in excess of 80\, determined at the time the loan was made, 

is guaranteed or insured by a mortgage insurance company 

which the board of investments has determined to be a 

qualified private insurer; 

(C) 25% or more of the loan or participation therein 

secured is guaranteed or insured in the event of default by 

the United States of America or an agency thereof; or 

-5- HB 481 
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(D) the mortgagor has leased the mortgaged property to 

a person. firmo or corporation whose rental payments under 

the lease are guaranteed for the full term of the loan or 

participation therein by an agency of the United States; and 

(iii no investment shall be made at any time under 

subsection (lJ(f) which would cause the bOok value of such 

investments in any invest~ent fund to exceed 50\ of tne book 

value of such fund. 

(2) Investments from the pooled investment fund shall 

be restricted to fixed income securities described in 

subsections (l)(a) to (l)(e) above. 

(3) Retirement funds ~d--t"e--fdftd--p~ev~ded-~or-~ft 

+~-6-~e3~-5Hb5ee~~Oft--t4t ~~-TH~- FUNQ__f~~!QlQ__FOR~ 

!7-~=~Q12-~~BSfCTJQ~ __ !il 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 not less 

than SlO million; 

(b) if the investment is 

corporation•s 

interest and 

aggregate 

preferred 

earnings 

dividends• 

preferred stock, the 

available for payment of 

for a period of 5 

consecutive years immediately before the date of investment, 

have been at least 1 1/2 times the aggregate of interest and 

preferrea dividends required to be paid during this period; 

~ftd 
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tet--~+-~~e-tft~e~~~~-+~e~eft-~teeM• 

t+t--the-~~ee•-he~-patd-ee~h-dt~+deftd~-+~-escft--ef--~t 

~ea~~-~-yee~~-+-.ee+a~+?-be~e~e-+t-+~-pu~ehe~edt 

t++t-the--agg~ega~e--ea~"*"~-ef-the-e~pe~etteft-du~tftg 

th+~-pe~ted-w~eh-we~e-e~e++ab+e-fo~-payMeftt-ef-e+~+deftd~-eft 

eemmeft-~teek-were-e~-+ee~t-e~ua+-te--the--egg~egete--ef--the 

e~h-d+vtdeftd~-petd-the~e&ftt-e"d 

t+++t-ftet--.are-theft-r•-ef-~he-e~~et§-ef-afty-~et~e~ftt 

fUftd-Me~-be-tft~e~ted-tft-eemmeft-~~eek~--er--tft--+t~ed--tfteeme 

~ee~+tte~--eeft~ert+b+e--tftte-eemmeft-~~eek-ftet-eeftfe~mt"9-te 

the-d+vtdeftd-eftd-eer"*"9~~teftder~--~tated--tft--~ub~eet+e"~ 

t3ttett+t--eftd--t3tfett+tt-ebeyey-se-~eft9-a5-the-ee~peret+e" 

~~~~~~~-~~~-~~~~t-valae-reqnTred-~"-~H85ec~~e~-t~ttat--e~ 

evtdeftee~-e~pre~tate-g~ewth-petefttta+-eftd-p~~eb+e-ee~"*"~ 

getftt-e"d 

tdtl£1 no investment may be made at any time under 

subsection (31 which would cause the book value of such 

investments in any retirement fund to exceed ~e' ~Ot of the 

book value of such fund or would cause the stock of one 

corporation to exceed ~~ 2~ of the book value of such 

retirement fund; 

tetlQl 5ub5eetteft~~~!£ti~ (clt+++t-aftd--tdt--heretft 

de ~Q~ not apply to funds provided for in 17-b-203(41• 

(41 The board of investments shall endeavor to direct 

the state•s investment business to those investment firms 

-1- Hi! 481 
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and/or banks which maintain offices in the state and thereby 

make contributions to the state economy. Further, 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-ot-state firms 

only when there is a distinct economic advantage to the 

state of Montana." 

Section 3. Section 19-10-203. MCAo is amended to read: 

"19-10-203. Investment of fund. (1) All money in the 

fund in excess of such an amount as is considered necessary 

from time to time to meet current payments to retired pol ice 

officers shall be invested as hereinafter provided. All 

interest on money belonging to the fund from any source 

belongs to and must be paid 1nto the fund. 

(2) ~henever the money in the police retirement fund 

exceeds the greater of the following amounts. the city 

treasurer shall remit the excess to the state treasurer, who 

shall invest the remittances under the direction of the 

board of investMents as provided in 17-6-204: 

{al 1 l/2 times the monthly benefit paid in the 

preceding month; or 

{bl S5,ooo. 

{3) The funds deposited in the police retirement fund 

of a city or town after July lo t977o are limited to the 

inve3tments in 17-6-211T~ e~eept-t"et-the-f~nd~-mey-net-be 

-8- HB 481 
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March 11, 1981 

SENATE STANDING COMMITTEE REPORT 
(State Administration) 

That House Bill No. 481 be amended as follows: 

1. Page 6, lines 12 and 13 
Following: "funds" 
Insert: all stricken material 


