HOUSE BILL HO. 481

INTRODUCED BY NORDTVEDT

IN THE HOUSE

January 26, 1981 Introduced and referred to
Commlttee on State Adminis-
tration,

February 4, 1981 Committee recommend bill do
pass, Report adopted,

February 5, 1981 Bill printed and placed on
members' desks,

February 6, 1981 Second reading, do pass,.

February 7, 1981 Congidered correctly engrossed.

February 11, 1981 Third reading, passed,

Ayes, 96; Noes, 1.
Transmitted to Senate,

IN THE SENATE

February 12, 1981 Introduced and referrxed to
Committee on State Adminig-
tration.

March 11, 1981 Committee recommend bill be

concurred in as amended,
Report adopted,

March 13, 1881 Second reading, concurred in.
March 16, 1981 Third reading, concurred in

ag amended, Ayes, 42; Yoes, 8,

IN THE HOUSE

March 17, 19381 Returned from Senate with
amendments,
April 7, 1981 8econd reading, amendments

concurred in.



April 7,

198]

On motion, rules suspended
and bill placed on third
reading this day.

Third reading, amendments
concurred in., Ayes, 96;
Noes, 0. Sent to enrolling.

Reported correctly enrolled,



4Tth Legislature

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

22

24

25

LC 0812701

HQU BILL NOe _ 481

INTRCDUCED BY

A BILL FOR AN ACT ENTITLED: AN ACT TO REVISE THE
GUIDELINES FOR THE STATE BOARD OF INVESTMENTS; AND AMENDING

SECTIONS 17-6-201y 17-6-211y AND 19-~10-2039 NMCAL"™

BE IT ENACTED 8Y THE LEGISLATURE OF THE STATE OF MONTANA:
Section l. Section 17-6-201ly MCAy is amended to read:
"17-6-201s Unified investment program -~ general

provisionse (1) The uniform investment program directed by

Article VIIIs section 13y of the 1972 Montana constitution

to be provided for public funds shall be administered by the

board of investwments in accordance with the rules provided
in this chapter and with that degree of judgment and cares
under circumstances from time to time prevailings which men
of prudencesy discretions and intelligence exercise in the
management of their own affairsy not for speculaticn but for
investmenty considering the probable safety of their capital
as well as the probable income to be derivedy__ _and
preservation__of purchasing power of capjtal during periods
of sustained bigh mopetory joflatigoe.

£{2) Al state funds shall be invested ang reinvesteg
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 purposesa

{3) The board of investments has the sole authority to
invest state fundse No other agency may invest state fundse
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 rade under its
general supervisione

{4) The board shall:

(a) assist agencies with public money to determine ify
whens and how much surplius cash is available for investment;

(b) determine the awmount 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 investmente.

{5) The board of investments may:

{a) execute deeds of conveyance transferring all real
property obtained through foreclosure cof any investwents
purchased under the provisions of 17-6-211 when full payment
has been received therefors

(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 tc raise
money for payments due from the treasury funds for which the

securities have been purchaseds.
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{6) The state treasurer shall keep an account of the
total of each investment fund and of all the investkents
belonging to such Ffund 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 investmentse

{7) The cost cf administering and accounting for each
investment fund shall be deducted from the income therefromy
except that such costs of the trust and legacy fund shall be
paid from income otherwise receﬁvable from the pooled
investment fundes and the amounts required for this purpose
shall be appropriated by the legislature from the respective
investment funds.™

Section 2« Section 1IT-6-211y MCAy is amended to read:

»}17-6-211e Permissible investmentse. (1) The following
securities are permissible investments for all investment
funds referred to in 17-6-203s except as indicateds:

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

{5} bondss notesy debenturesy equipment obligationss
or any cother 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 payatle in
United States dollarse or of any corporation in which the

United States government is a voting sharehclder by 2¢t of
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congress; provided that all investments undger this
subsection (b) must be rated by one nationally recocnized
rating agenhcy among the tcp third of their quality
categoriesy not applicable to defaulted bonds;

{c) <commercial paper of prime gualitys as defined by
one nationally recognized rating agencyy issued by any
corporation organized and operating in 2ny state of the
United Statesy provided that:

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

(ii} the ¥issuing corporation or the parent company of a
finance subsidiary issuing commercial® papers at the time of
the Yast financial reporting periody had a ratic of current
assets to current Jiabilitiesy including among current
tiabilities long-term debt waturing within 1 years of at
Teast 1 172 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
value of such fund or would cause the commercial paper of
any cne corporation tc exceed 2% of the book vatue of such
fund;

{d)} bankers® acceptances cguaranteed by any bank having
its principal office in any state of the United States and

having deposits in excess of $500 million;

.4.
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{e) interest—bearing deposits in bankse building and
Joan associationse and savings and loan associations located
in Montanae provideds howevers that the board of investments
shall require pledged securities as specified in 17-6-162
(interest on said deposits shall not be 1less than the
pravailing rate of interest being paid on deposits of
private funds);

tf) unepcumbered real propertys first mortgagese and
participations in first amortgages on unencumbered real
propertys provided that:

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

{A) the principal amount of the Toan secured by the
mortcage or mortgage participation is B0OZ or Iess of the
appraised value of the property;

{B) the principal amount of the loan secured by the
mortgage or mortgage participation exceeds B80% of the
appraised value of the property but the amount of the Joan
in excess of 80%, determined at the time the loan was madey
is oguaranteed or insured by a mertgage insurance coampany
which the board of investments has determined to be a
qualified private insurer;

(C) 25% or wmore of the loan cor participation thereir
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 mortgager has leased the mortgaged property to
a persony firme or corporation whose rental payments under
the lease are quaranteed for the full term of the Jloan 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% of the book
value of such funde

(2) Investments from the pocled investment fund shall
be restricted to fixed income securities described in
subsections (1}(a) to (1)(e) above.

{3) Retirement funds and-~the--fund--provided-for-in
+F-6~203v-subsection—-t4} may be invested in preferred and
common stocks of any corporaticon organized and operating in
any state of the United States provided that:

(a) the corporation has assets of a wvalue not 1less
than $10 million;

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

te}—~if-the—investment-is—-conron—stocks

~ HE 451



Q0 =~ & B W N e

el

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

LC 0812701

$ti3--the--stoehk—-has——-patd-cash-dividends-in-econch~ef-at
Fenst-5-years—iamediatedy-hefore-it-is-purehoseas

{t¥#+¥-the-aggreqete—earnings—of-the--corporation--during
this-period-which-were-avaiteble—for-payrent-of-dividends-on
compon-—stock-~were-—at--Feast-equei-te—the-ngqrecete~of-the
eosh—dividenda-poaid-thereent—-ond

tHiir-not-more-than-2¥-of-the-sssets-of-eny--retirement
fund--may--pe-—invested--in—common-stocks-or-in-fixed-income
securitizs—convertible-into-common—stock—net-—conferming——te
the-—dividend-—-and--earnings—standerds-stated-in-subsections
3técrtit-ond—$3¥feitii)-obevery-so—tong-as——the—-corperetion
ma+ntafﬂs——the*assei-ve+ue~requireé—+ﬂ-subseetion~f31¢aﬁ~and
evidences—sppropriste~grewth-potential-and-probebie-carninags
gqaint-and

td¥{c) 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 26% 5%0% 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;

to¥id) oubsectiondsubsection (c)tidiy——ond-{di-herein
de does not apply to funds provided for in 17-6-203(4).

{4) The board of investments shall endeavaor to direct
the state®s investment business to those investment firms

andfor banks which maintain offices in the state and thereby
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make contributions to the state economys Furthers due
consideration shall be given +to investments which will
benefit the swaller communities in the statee. The state’s
investment business will be directed to out-of-state firms
oniy when there is a distinct economic advantage to the
state of Montana."

Section 3« Section 19-10~203s MCAy is amended to read:

"]19~-10-203« Investment of funde (1) A)1 money in the
func in excess of such an amount as is considered necessary
from time to time to meet current payments to retired police
officers shall be invested as hereinafter provideds A1l
interest on money belonging to the fund from any source
belongs to and must be paid intc the fund.

{2) Whenever the money in the poltice retirement fund
exceeds the greater of the Ffollowing awmountse the city
treasurer shall remit the excess to the state treasurers who
shall invest the remittances under the direction of the
board of investments as provided in 17-6-204:

(a) 1 172 tises the wmonthly benefit paid in the
preceding month; or

{(b) 35+000.

{3) The funds deposited in the police retirement fund
of a city or town after July ls 19779 are limited to the
investments in 17-6-21lyy except-that-the-funds—-may-—nrot-—fe

+nvested~—in-~commen—-—stocksy Howevers these funds may be



invested under the provisions of 17-6-204."

-End-
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Approved by Committee
on State Administration

1 [ HOU BILL NCe. _481 1 cash expenditures for particular purposess
INTRODUCED BY . {32) The board of investments has the scle authority to

invest state fundss. No other agency may invest state fundse

Y]
N

W

& A BItL FOR AN ACT ENTITLED: ®AN ACT TO REVISE THE The board shall direct the investment of state funds in

\n
(L W

GUIDELINES FOR THE STATE BOARD OF INVESTMENTS; AND AMENDING accordance with the laws and constitution of this states. The

SECTIONS 17-6-201s 17-6-211e ANC 19-10-~203s HCA"™

o

board has the powver to veto any investments rade under its

~ o
-

general supervisione

8 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTAKA: 8 {4#) The board shall:

) Section l. Section 17-6~201y MCAy is amended to read: g {a) assist agencies with public money to determine ify
10 *"17-6-20le Unified investment program -- general 10 whens 3and how much surplus cash is available for investment;
11 provisionse {1) The uniform investment progqram directed by 11 {b) determine the amount of surplus treasury cash +to
12 Article VIII, section 13y of the 1972 Montana constitution 12 be invested;

13 to be provided for public funds shall be administered by the i3 (c) determine the type of investment to be made; and
14 board of investments in accordance with the rules provided ’ 14 {d) prepare the ciaim toc pay for the investmente

15 in this chapter and with that degree of judgment and caresy 15 {5} The board of investments may:

16 under circumstances from time to time prevailings which gmen 16 (a} execute deeds of conveyance transferring all reai
17 of prudences discretionsy and intelligence exercise in the 1T property obtained <through foreclosure of any investments
18 management of their own affairss not for speculaticn but for 18 purchased under the provisions of 17-6-211 when full payment
19 investmenty considering the probable safety of their capital 19 has been received therefor;

20 as well as the probable income to be deriveds___3and 20 {b) direct the withdrawal of any funds deposited by or
21 preservation _of _purchasing power of capital during periods 21 for the state treasurer pursuant to 17-6-101 and 17-6-105;
22 of sustaiped bigh monetary inflatione. 2z {c) direct the sale of any securities in the program
23 {2} Al11 state funds shall be invested and reinvestea 23 at their full and true value when found necessary to raise
24 in securities enumerated in 17-6~211 to the maximum extent 24 money for payments due from the treasury funds for which the
25 consistent with this policy and with the need and timing of 25 securities have been purchased.

SECOND READING
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(6) TYhe state treasurer shall keep an account of the
total of each investment fund and of 2all the investaents
betonging 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 investmentse

{7) The cost of adeministering and accounting for each
investment fund shall be deducted from the income therefrome
except that such costs of the trust and legacy fund shall be
paid from income otherwise receivable from the pooled
investment funde and the amounts required for this purpose
shall be appropriated by the legislature from the respective
investment funds."®

Section 2« Section 17-6-211y MCAs is amended to read:

wi7-6—211e Permissible investmentse {1} The following
securities are permissible investments for all investment
funds referred to in 17-6-203, except as indicateds

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

{b} bondss notess debeﬁtures- equipment obligationss
or any other kind of absolute cobligation 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 or of any corporation in which the

United States government is a voting sharehoclder by act of
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congress; provided that atl investments under this
subsection (b) must be rated by one nationally reccgnized
rating agency among the top third of their quality
categoriess not applicable to defaulted bonds;

{c) commercial paper of prime gualitys as defined by
one nationally recognized rating agencye Issued by any
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 company of 2
finance subsidiary issuing commercial papers at the time of
the 1last financial reporting periods had a ratio of current
assets to current Jiabititiesy including among current
liabilities long-term debt maturing within 1 year, of at
least 1 172 to 1 and had received net income averaging $1
miTlion 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 bock
value of such fund or would cause the commercial paper of
any cone corporation tc exceed 2% of the book value of such
funds

{d) bankers® acceptances guavranteed by any bank having
its principal office in any state of the United States and

having deposits in excess of $500 million;

-4
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(e} interest-bearing deposits in bankse building and
1oan associationsy and savings and loan associations located
in Montanas provideds howevers that the board of investments
shall require pledged securities as specified in 17-6-102
{interest on said deposits shall not be 1less than the
prevailinag rate of interest being paid on deposits of
private funds)s

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

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

{A) the principal amount of the loan secured by the
mortgage or mortgage participation is B0X or 1less of the
appraised value of the property;

(B) 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 lean
in excess of 80%, determined at the time the loan was mades
is gquaranteed or insured by a mortgage insurance company
which the board of investments has cdetermined 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
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(D} +the mortgagor has leased the mortgaged property to
a persone firme or corporation whose rental payments 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
investments in any investment fund to exceed 50% of the book
value of such fund.

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

{3) Retirement funds and-——the-—fund--previded-for—in
+¥-6-263vy-aubsection-{4) may be invested in preferred and
common stocks of any corporation organized and operating in
any state of the United States provided that:

{2} the corporation has assets of a value not 1less
than $10 miltiong

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 investments
have been at least 1 1/2 times the aggregate of interest and
preferred dividends required to be paid during this period;
and

tey-—-f-the-investrent-is-connen—stocis

- HB 43!
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tiy~—the-—-stocik—-hos-—-peaid-cash-dividends-in-ecach-ef-at
Feast-S5-years-immediately-before-it-is-purehaszeqs

$+id-the-agqreqate—esrnings-of-the——corporation——durimg
this-period-which-were-avaiiobie—for-paynent-ef-dividends—on
conmon——stock--nere-——eat--east-equal-to-the-egeregete—of-the
ecash-dividends-paid-thereont-end

tHiiy-not-—mpore—than-25-of-the-sssets-of-any-—retirement
fund-——-may-~—~be~~invested--in-common—stocks—er—in-fixed-income
securities—convertibie-into-conmon—stock-not——conforming——+¢o
the-—dividend——and——earnings-standards-stated-in—-subsections
3y tertid-and—¢(3rteitiir-ebovey—so—tong-as-—the——corparetion
-a+nte+ns——the-asseé-ve*ue-reqnifee—in-suhseet+encfsffaf-end
evidences—apprepriate-growth-potential-and-probebiec-earnings
gatnt-and

t43{c)} no investment may be made at any time under
subsection (3) which would <cause the book value of such
investments in any retiresent fund to exceed 28% 50 of the
book value of such fund or would cause the stock of one
corporation to exceed 3% 2% of the took value of such
retirement fund;

teyid) subsectiomssubsection (c)eiiiP-—end-{tdi—herein
do doef not apply to funds provided for in 17-6-203(4).

{%#) The board of investments shall endeavor to direct
the state®s investment business to those investment firms

and/sor banks which maintain offices in the state and thereby
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make contributions to the state economyes Furthers due
consideration shall be given to investments which wil)
benefit the smaller communities in the state. The state's
investment business will be directedg to out-of-state firms
only when there is a distinct economic advantage to the
state of Montana.™

Section 3. Section 19-10-203s MCAy is 2mended to read:

"19-10-203« Investwent of funde {1) A1Y money in the
fund in excess of such an amount as is considered necessary
from time to time to meet current payments to retired police
officers shall be invested as hereinafter providede All
interest on wmoney belonging to the fund from any source
belongs to and must be paid into the funda

(2) Whenever the money in the police retirement fund
exceeds the greater of the following amountse the city
treasurer shall remit the excess tc the state treasurers who
shall invest the remittances wunder the direction of the
board of investments as provided in 17-6-204:

ta) 1 172 times the monthly benefit paid in the
preceding month; or

{b) $5+000.

{3} The funds deposited in the police retirement fund
of a city or town after July 1y 1977y are limited to the
investments in 17-6-211lyy except—that—the—funds-may--not-—-be

+nvested~—in-~common——stockss Howevers these funds may be
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invested under the provisions of 17-6~204."

-End-
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INTRODUCED BY

A BILL FOR AN ACT ENTITLED: AN ACT TOQ REVISE THE

GUIDELINES FOR THE STATE BOARD OF INVESTMENTS; AND AMENDING

SECTIONS 17-6-201y 17~6-211¢ AND 19-10-203s MCA."™

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section le Section 17-6-201y MCAs is amended to reads:
¥17T-6-201e Unified investment prograe -- general

provisionss (1) The uniform investment program directed by

Articte VIIIs section 13y of the 1972 Montana constitution

to be provided for public funds shaill be administered by the

board of investments in accordance with the rules provided
in this chapter and with that degree of judgment and cares
under circumstances from time to tiwe prevailings which men
of prudencey discretions and inteiligence exercise in the
management of their own affairse not for speculaticn but for
investment, considering the probable safety of their capital
as well as the probable income +to be deriveds___and
preservation of  purchasing powey of capital during perioeds
of sustaiped high monetary inflatione

(2} A1l state funds shaill be invested and reinvested
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 purposese

{2) The board of investments has the sole authority to
invest state fundse No other agency may invest state fundse.
The beoard shall direct the Iinvestment of state funds in
accordance with the laws and constitution of this states The
board has the power to veto any investments made under its
general supervisione

{(4) The board shall:

{a) assist agencies with public money to determine ify
whens 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 investmente

{5) The board of investments may:

{a} execute deeds of conveyance transferring all real
property obtained <through foreclosure of any investwments
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
for the state treasurer pursuant to 17-6-101 and 17-6-105;

(c) direct the sale of any securities in the programs
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.

THIRD EADING

-2 R
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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 make from time to
time such reports with reference thereto 25 may be directed
by the board of investmentse

{7) The cost cf administering and accounting for each
investment fund shall be deducted from the income therefromy
except that such costs of the trust and Tegacy fund shall be
paid from income otherwise receivable fros the pooled
investment funds and the amounts required for this purpose
shall be appropriated by the legistature from the respective
investment funds.®

Section 2« Section 17-6-211y MCAs is amended to read:

®17-6~211« Permissible investmentse (1) The following
securities are permissible investments for all investment
funds referred to in 17-6~203y except as indicated:

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

{b} bondss notess debenturess equipment obligationse
or any other kind of absclute 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 or of any corporation in which the

United States government is a2 voting sharehclder by act of
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congresss provided that all fnvestwents under this
subsettion (b) must be rated hy one nationally recognized
rating agency awong the tcp 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
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 company of a
finance subsidiary Issuing commercial papers at the time of
the 1last financial reporting periode had a ratio of current
assets to current liabilities, including among current
liabilities Jong-term debt maturing within 1 yeary of at
feast 1 1/2 to I and had received net income averaging $1
million or more annually for the preceding 5 years; and

{ifii) 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 bock
value of such fund or would cause the commercial paper of
any one corporation tc exceed 2% of the book value of such
funds;

{d} bankers® acceptances guaranteed by any bank having
its principal office in any state of the uUnited States and

having deposits in excess of $500 million;

—f—
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(=) interest—-bearing deposits in banksy building and
lcan associationss and savings and loan associstions located
in Hontanay provideds howevery that the board of investments
shall require pledged securities as specified in 17-6-102
{interest on said deposits shall not be 1less than the
prevailing rate of interest being paid on deposits of
private funds);

{f} unencumbered real propertys first mortgagess and
participations in first wmortgages on unencumbered real
propertys provided that:

{i} ne such mortgage or mortgage participation may be
purchased unlesss

(A} the principal amount of the loan secured by the
mortgage or mortgage participation is 803 or 1less of the
appraised value of the property;

(2} the principal amount of the 1oan 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 gquaranteed or insured by a mortgage insurance company
which the board of investments has determined to be a
qualified private insurer;

(C) 25% or wmore of the loan cor participation therein
secured is quaranteed or insured in the event of aefault by

the United States of Aﬁerica or an agency thereof; or
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(D) +the mortgagor has leased the sortgaged property to
a persons Ffirms or corporation whose rental payments under
the lease are guaranteed for the full term of the Toan 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 bock value of such
investments in any investment fund to exceed 50X 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 [1l)(e) above.

(3) Retirement funds end-—the-—fund--provided-for—in
1F-6-283y-aubsection—{t4#} may be invested in preferred and
common stocks of any corporation organized and operating in
any state of the United States provided that:

(3a) the corporation has assets of a wvalue not 1less
than $10 millions;

(b) if the investment is preferred stocks the
corporation's aggregate earnings available for payment of
interest and preferred dividendsy 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
preferred dividends required to be paid during this period;
and

te)-~ff-the—investment-is-commen—stocks

-~ HB Y48/
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tHy—~the—steek—hue-—peid-cosh—dividends~in-ecoch-of-nt
}eest-5~years-inmnediotedy-before—itt-is-purchoseds

tiHy-the—eggregete—sarnings-of-the-—-corperation-—dartng
this-period-which-were—avaitebie—Ffer—poysent-eof—dinvidends-on
compon——stoek-~were-—at——~}east-equal-to-the—egqregete~of~the
cash-dividends-patd—thereont-end

tHi+y-not-meore—than—2%-of—-the-sssets—of-any-—~retirement
Fund—my-~be——iwested-—in-conson—stocks—or—in-fived-incone
securities-eonvertible-into-comnen—-stocik-not——conforming-—te
the——dividend--and-—cornings~standards-steted-in-subsections
3rteytiy-and—t3rtertii)—obever-so—tong-es-~the--corporetion
matntains-——the-ssset—vatue—required—in-aubsection-{afa)—end
evidences—apprepriete—growth~potentiel-and-probedle-ecarnines
gainy-end

td¥ic) no investment may be made at any time wunder
subsection (3) which would <cause the book value of such
investments in any retirement fund to exceed 26% 50% of the
book value of such fund or would cause the stock of one
corporation to exceed % 2X of the book value of such
retirewent funds -

teyid) osubsectionssuliieclion (c)titij-—end—td)—herein
do goes not apply to funds provided for 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
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make contributions to the state economye Furthers due
consideration shall be <given +to investsments which will
benefit the smaller comaunities 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 Nontanace®

Section 3« Section 19-10-203y MCAy is amended to read:

"19-10-203. Investment of funde (1) A1l money in the
fund in excess of such an amount as is considered necessary
from time to time to meet current payments to retired police
officers shall be invested as hereinafter providede Al1l
interest on wmoney belonging to the fund from any scurce
belongs to and sust be paid into the funde

{2) ¥Whenever the money in the police retirement fund
exceeds the greater of the following amountse the city
treasurer shall reait the excess to the state treasurers who
shall invest the remittances wunder the direction of the
board of investments as provided in 17-6-204:

{3l 1 172 times the wmonthly benefit paid in the
preceding month; or

{b) $5,000.

{3) The funds deposited in the police reotirement Ffund
of a city or town after July 1y 1977+ are limited to the
iavestments in 17-6~21lys except-that-the-funds—-may--fot—be

+nvested-—in-~common~——stocksy Howevers these funds wmay be

-
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invested under the provisions of 1T7-6-204."

-End-

T HE 48/
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HOUSE BILL NO. 481

INTRODUCED BY NORDTVEDT

A BILL FOR AN ACT ENTITLED: AN ACT TG REVISE THE
GUIDELINES FDR THE STATE BOARD OF INVESTMENTS; AND AMENDING

SECTIONS 17-6-20Ls LlT-6—211es AND 19-10-203s MCA."™

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section la Section 17-6-201ly MCA, is amended to read:
"17-6-201« Unified investment program —- genera!

provisionss. (1) The uniform investment program directed by

Article VvIIIs section lL3s of the 1972 Montana constitution

to be provided for public funds shall pe administered by the

board of investments in accordance with the rules provided
in this chapter and with that degree of judgment and cares
under circumstances from time to time prevailings which men
of prudences discretions and intelligence exercise in the
management of their own affairss not for speculation but for
investmentsy considering the probable safety of their capital
as well as the probable income to be deriveds___and

preservation__of _purchasing_power of capital_during periods

of sustained high_monetary inflatione.

{2) A1) state funds shall be invested and reinvested
in securities enumerated in 17-5-211 to the maximum extent

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

{3} The board of iavestments has the scle authority to
invest state fundss. No other agency may invest state fundse.
The board shall direct the investment of state funds in
accordance with the laws and constitution of this statee. The
board has the power Lo veto any investments made under its
general supervisions

{4) The board shall:

(a} assist agencies with public money to determine ify
whens 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 investmente

(53) The board of investments may:

{a) execute deeds of conveyance transferring atl 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
for the state treasurer pursuant to 17-6-101 and 17-6-105;

(¢} 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 purchasedes

-2- HB 481
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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 make from time to
time such reports with reference thereto as may be directed
by the board of investmentss

{7T) The cost of administering and accounting for ecach
investment fund shall be deducted from the income therefrom.
except that such costs of the trust and legacy fund shall be
paid from income oOtherwise receivable from the pooled
investment funds and the amounts required for this purpose

shall be appropriated by the legislature from the respective

Section 2. Section 17-6-21ls MCAy is amended to read:

"17-6~-211ls Permissible investments. {l1) The foliowing
securities are permissible investments for all investment
funds referred to in 17-56-203s except as indicated:

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

{b} bondss 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 dollarss 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 investments under this
subsection (b) must be rated by one nationally recognized
rating agency among the top third of their quality
categoriess not applticable to defaulted bonds;

(c} commercial paper of prime qualitys as defined by
one nationa!fy recognized rating agencys issued by any
corporation organized and operating in any state of the
United Statesy provided that:

(i} such securities mature in 270 aays or less;

{ii}) the issuing corporation or the parent company of a
finance subsidiary issuing commercial papers at the time of
the last financial reporting periodsy had a ratio of current
assets to current Tiabilitiess including among current
liabifities long-term debt maturing within 1 years of at
teast 1 172 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 wvalue of such
investments in any investment fFund to exceed 10% of the book
value of such fund or would cause the commercial paper of
any ane corporation to exceed 2% of the book wvalue of such
Fund;

fd) bankers® acceptances quaranteed by any bank having
its principal office in any state of the United States and

having deposits in excess of $500 miltion;

-l HB 431
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{e) interest-bearing deposits in bankss building and
lcan associationss and savings and Joan associations located
in Montanas provideds howevers that the board of investments
shall require pledged securities as specified in L7-6-102
{interest on said deposits shall not be Tless than the
prevailing rate of interest being paid on deposits of
private funds};

(f) wunencumbered 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
mertgage 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 80X of the
appraised value of the property but the-amount of the loan
in excess of BOYXs determined at the time the loan was mades
is guaranteed or insured by & 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 defaulit by

the United States of America or an agency therecf; or
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(D) the mortgagor has leased the mortgaged property to
a persons firms or corporation whose rental payments under
the tease 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
investments in any investment fund to exceed 50% of the book
value of such funde

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

{3) Retirement funds eond--the--fund-—-provided-for—in

1+ ¥~6-203y-subseectten——{43 AND THE _FUND _PROVIDED _FOR__IN

17-6-203y  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 not less
than $10 mitlion;

fb) if the investment 1is preferred stocky 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 been at least 1 1/2 times the aggregate of interest and
preferreg dividends required to be paid during this periecd;

and

-6- HB 481
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teF-—tf-the-investment—ts—common-stocks

tt3--the-stock-has-patrd-cash-dividends-itn--each--of--ae
teast-5-years—immediatety-before—it-ts-porchaseds

titi—the-—aqqregate-—earnings-of-the-cerporatten-during
this—-period-which-were-averiabie-for-payment-of ~dividends-on
common-stock-were-at-teast-equal-to--the--aggregate——of--the
cash-dividends-paid-thereont—and

tittinot-—more-than-2i-of-the-assets—of-any-retirement
fund-may-be—-invested-in-common-stocks—-or-—~in——f ixed—-irncome
secortties--eenvertiblte--inte—common-steck-not-conforming—te
the-dividend-and-earnings—standards--stated——tn--subsections
t3rtettit—and--{3r{e3ftt}-abover-seo-tong-as-the-cerporation
marneaing-she-asset-vatae-regGorred- rn-subsection-t33ftay--anmd
evidences-appropriote—growth-potenttot-end-provable-ecarnings
qatni~and

td3fc} no investment may ©Dbe made at any time under
subsection {3) which would cause the boock value of such
investments in any retirement fund to exceed 28% 50% of the
book walue of such fund or would cause the stock of one
corporation to exceed 11X 2X of the book value of such
retirement fund;

ted{d)} subseetionssubsection (c)i{ttti-snd-—tdi-——heretn
do does not apply to funds provided for in 17-6-203{(4}.

(4) The board of investments shall endeaveor to direct

the state's investment business to those investment Ffirms
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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-oft-state Ffirms
only when there is 3 distinct economic advantage to the
state of Montana."

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

#19-10-203. Investment of funde [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 police

- officers shall be invested as hereinafter provideds All

interest on money belonging to the fund from any source
belongs to and must be paid intc the fund.

(2} Whenever the money in the police retirement Ffund
exceeds the yreater of the following amountss the cCity
treasurer shall remit the excess to the state treasurers who
shall invest the remittances under the direction of the
board of investments as provided in 17-6-204:

{(a) 1 Ls2 times the wmonthly benefit paid in the
preceding month; or

{b) $5,000.

{3) The funds deposited in the police retirement fund
of a city or town after July 1+ 1977+ are limited to the

investments in 17-6-21llvs except-that-the-fands-may-not-be

-8~ HB 481
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tnavested-in-common——-stockss Howevery these Funds may be
invested under the provisions of 17-6~-204."

-End-

oy HB 4381



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



