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47th Legislature tC 2265701 LC 2265701

1 - EILL NO. M 1 the state of Montana in a preferred position as  to
2 INTRIDUCED BY L2vlmad 2 collateral;
3 [ - WW WJ 3 {(¢) farmers home administration guaranteed lcans made
Conoverrs ) v Agoants M .
“ & BILL FOR ANVAC TTLED: "AM ACT TO ESTABLISH PREFERENCE ) : 4 to farmers and ranchers in Montana;
5 FOR  INVESTMENT OF CERTAIN STATE FUNDS 1IN IMYESTHENTS 2 (d} swmall business administration (S5BA)} quaranteed
s DIRECTLY  GENEFITING  MGNTANA; PROIVIDING FOR ACCEPTABLE 6 loans made tc businesses in Montana;
1 SECURITY FOR SUCH INVESTMENTS IN LOANS; AND AMENDING SECTION T (e} any other federally guaranteed loans made +to
3 17-6=-211y MCAL™ 8 HMontana residents or other permissible investments that will
. S directly benefit Montana residents; and
1C az IT ENACTED BY THE LEGISLATGURE OF THE STATS OF MONTANA: 13 (f) housing leans guaranteed by the federal housing
11 MEW_SECIIONs Section le Praference for Montana 11 administration or any other comparable guarantse authority
12 investmentses (1} The board of investiwents shall invest to 12 made to Montana residents.
13 the maximum extent possibley without jeopardizing the 13 {3) The board shall make the investments under this
14 quality of the investments or the need for liuuiditys the 14 section even if the investment will produce up to 2% less
15 funds enumerated in subssctions (1) and (3) through ({6) of 15 annual income than comparable out-of-statz investments.
16 17-6-203, excluding any retirement fundsy in investments 16 {4) The board shall report to each session of the
17 directly benefiting the state of Montana either because the 17 legislature the smount From sach fund invested pursuant to
13 conpany or property is located in Montana or the investment 15 this sectiona
16 fas some direct relationship to Montanas 19 Section 2. Section 17-6-21ly ¥CAy is amenced to read:
24 (2} The following are peraissible investments wuncer 20 P17-6-211- Permissible investments, {1) ¥h= Except_as
21 this section: 21 brovided _ip  [section 3} tie following securities are
e {a) securitiess octher than private corporzte capital 22 permissible investments for all investment funds referved to
23 stacky issued by Montana corporations; 23 in 17-5-203y except as indicated:
24 (o) farm ownership Joans in which the farmers homa 24 {8} any securities authorized to be pledged to secura
25 administration has participated or has subordinated leaving 25 deposits of public funds under 17-6-103;
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{b) bondsy notess debenturass equipment gobligationss
or any other kind of absolute obligation of any coerporation
ornanized and operating in any state of the United States or
in Canaday if +the obligations purchased are payable in
United States dollarse or of any corporation in which the
United States government is a voting shareholaer by act of
congress; provided that an investnznts  under this
subsection (b) must be rated by one nationally recognized
rating agency among the top third of their guality
categoriess not applicable to defaulted bonds;

{c) commercial paper of prime qualitys as defined by
one nationally recognized rating agencye issued by any
corporation organized and operating In apy state of the
United Statess provided that:

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

{ii) the issuing corporaticn or the parent company of a
finance subsidiary issuing commercial papers at the time of
the Yast financial reporting periody had a ratio ¢f current
assets to current 1liabititiesy including emong current
liabilities long-term debt maturing within 1 yeares of 3t
least 1 172 to 1 and had received net income averaging $1
million or more annually for the preceding 5 years; and

{iil) no investment may be made at any time under this
subsecticon (c) which would cause the hook value of such

investnents In any investment fund to excezd 10% of the book
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value of such fund or would cause the commercial paper of
any one corporation to 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 united States ang
having deposits in excess of $500 million;

{2} interest-bearing deposits in bankss building and
loan associationsy and savings anc Toan essociations located
in Montanas providedy howevers that the board of investrents
shall require pledged securities as specified in 17-6-102
{interest on said deposits shall not be less than the
prevailing rate of interest bteing paid on deposits of
private funds);

{f) wunencumbered real propertys first mortgagess and
participations in first mortgages on unencumbered real
propertys provided thats

{i) no such rortgage or mortgage participation may be
purchased unlesss

(A) the principalt amount of the loan secured oy the
mortgage or mortgage participation fs 80% or Tess of the
appraised value of the propertys;

(B} the principal amount of the Toan secured by the
mortgage or mortgage participation eXxXceeds 80X of " the
appraised value of the property but tﬁe amount of the loan

in excess of BOXy determined &t the time the loan was Mades
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is guaranteed or insured by a mertgage insurance company
which the beard of investments has determined to be a
qualified private insurers;

(C) 25% or more of the locan or participation therein
secured 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 mortqaged property to
a persons firmy or corporation whose rental payments under
the 1lease 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 woulc cause the bosk value of such
investmaents in any investment fund tc excesu 30% of the book
value of such fund. .

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

{3) Retirement funds and the fund provided for in
17-6=203y subsection (4) wmay be investes in preferred and
common stocks of any corporation organized and coperating in
any state of the United States provided that:

{a) the corporation has assets of a value not less
than %10 willion;

(b) if the investment is preferred stocky the

corporation®s aggregate earnings available for payment of
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interest and preferred dividendsys for a period of 5
consecutive years immediately before the date of investment,
have been at least 1 i/2 times the aggregate of interest and
preferred dividends required to be paid during this pericd;
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 purchaseds

(ii) the aggregate earnings of the corporatioen during
this period which ware available for payment of dividends on
common stock were at least equal to the aggregate of the
cash dividends paid thereon; and

(iii} not more than 2% of the assets cof .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) abover so long as the corporation
maintains the asset value required in subsection {3){(a) and
evidances aporopriate 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
investaznts in any retirement fund to exceed 29% of tha book
value of such fund or would cause the stock of oane

corperation to excead 1% of the book value of such
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retirement fundi

{e} subsections (c)(iii) and (d)} herein doc not apply
to funds provided for in 17-6-203{4}.

(4) The board of Investments shall endeavor tn  direct
the state's investment business to those investrent firms
andsor banks whicit maintein officzs in the state anc thereby
make contributijons to the state economys Furthzry due
consideration sha1l be given to investments which wilil
benefit the swallar communities in ths2 statee The state’s
investment business will be directed to out-cf-state firms
cnly when there is a distinct economic adviantage tc  the
state of Montanc.™

NZW SECLTIQNa Section 3« Security for investments in
Toanse {1) The restrictions on investments in 17-5-211 do
not apply for any fund enumerated in subsections (1} and ()
through (6} <of 17-€-203y <xcluding =0y retiresent fundssy
provideds

(a) & lesn is secured by propsrty thet has  heern
appraised at 13C% of the loan or higher; ang

(6} at least 1% of the amount of the lcan Is chargea
te the borrower im addition to the ordinary market interast
ratey which sum is placed in a sinkina funa for the purpose
of assisting the sinking fund ta cover any defaults that
aight cccur from the Tozane

{2) A1l loans made under [section 1) shall he made
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through and serviced by an existing financial institutions
The 1% to be deposited in the sinking fund under subsection
{1}{b) may be waived if the Yoan is guaranteed by a federal
agency or other reputable and adeqguately sound insurers
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