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LC 1146/01

BY EST OF THE BDARD OF INVESTHENTS
~
A BILL FOR AN ALY ENTITLED: ®AN ACT TO ELIMINATE THE
REQUIREMENT THAT A CORPORATION MUST HAVE A RATIO OF CURRENT
ASSETS TO CURRENT LIABILITIES OF AT LEAST 1 172 TO 1 BEFORE
AN INVESTMENY OF PUBLIC FUNDS CAN BE MADE IN THE CORPORATE
COMMERCIAL PAPER OF THAT CORPORATION: "AMENDING SECTION

17-6~211y HCAL™

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section 1« Section 1T7-6-211y MCAy is amended to read:
"17-6-211. Permissible investments. (1) The Ffollowing

securities are permissible " investments for all investment

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

{a} any secur%ties authorized to be pledged to secure
deposits of public funds under 17-6-103;

(b} bondss notesy debenturess equipmant obligationsse
or any other kind of absolute obligation of any corporation
organized and operating in any state of the linited 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 shareholider by act of

congresst provided that all : investwents under this
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subsection (b} must be rated by one nationally recognized
rating agency among the top third of their quality
categories, not applicable to defaulted bonds;

{c) commercial paper of prime quatitys as defined by
one nationally recognized rating agencys Issued by any
corpaoration 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 papery at the time of

the 1last financial reporting periody had-v-reatio-of-curreat

Ttmbedd
TrooTy

. ™ . e 5 & eenls >
ALY To——Ccurrent rerelsy MmoTuarng g—current

+ishi}+ties-—¥eng—teen——debf—-gtnfiﬂg—~uithinﬁi—yeafv—cf—at
+eosé~t-t 2—eo-+-and had receiv;d net income averaging 31
million or more annually for the preceding 5 years; and

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

{d) bankers® acceptances guaranteed by any bank having
its principal office in any state of the United States and
having deposits in excess of $500 million;

{e¢) interast-bearing deposits in banksse building and

INTRODUCED BILL
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loan associationsy and savings and loan associations located
in Montana, prowvidedy howevery that the poard of investments
shall require pledged securities as specified in L7-6-102
{interest on said deposits shall not be 1less than the
prevailing rate of interest being paid on deposits of
private funds);

{f) wunencumbered real propertyy first mortgagess and
participations in first mortgages on unencumbered real
propertye 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 802 or 1less of the
appraised valua of the property;

{8) the principal amount of the loan secured by the
mortgage oOr wmortgage participation exceeds 80% of the
appraised wvalue of the property but the amount of tha loan
in excess of 80X, determined at the time the loan was mades
is guaranteed or insured by a mortgage insurance company
which the board of investments has determined to be a
gualified private insurer;

{C) 252 or move of the Yoan or participation therein
secured is guaranteed or insured in the event of default by
the United States of America or an agency theraof;i or

(0) the mortgagor has leased the mortgaged property to
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a persany firms 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; ond

tii) 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 fundas

(2} Investments from the pooled investment fund shall

be restricted to fixed income securities described in

subsections {1){a) to (1)({e) aboves

{3) Retirement funds and the fund provided for in
1T-6-203, subsection {4} may be invested in preferred and
common stocks of any corporation corganized and operating in
any state of the United States provided that:

(ai the corporation has assets of a value not Jless
than 310 million;

by 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 imsediately before the date of investment,
have been at least 1 172 times the aggregate of interest and
preferred dividends required to be paid during this period;

{c) no investment way be made 5t any time under
subsection (3) which would cause the book value of such

investments in any retirement fund to exceed 50X of the book

4
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value of such fund or would cause the stock of one
corporation to exceed 2% of the book value of such
retirement fund;

{d)} subsection (c) does not apply to funds provided
for in 17-6~203{4).

(4} The poard of investments shall endeavor to direct
the state's investment business to those investment firms
and/or banks which maintain offices in the state and thereby
make contributions to the state economy. Furthers due
consideration shall be given to investmenmts which will
benefit the smaller communities in the state, The staterfs
investment business wWill be directed to out-of-state firms
only when there is @ distinct economic advantage to the
state of Montana."

—-End~



STATE OF MONTANA

135-83
REQUEST NO.
FISCAL NOTE
Form BD-15
in compliance with a written request received January 17, , 19 83 , there is hereby submitted a Fiscal Note

Senate Bill 174

for pursuant to ' Title 5, Chapter 4, Part 2 of the Montana Code Annotated (MCA).

Background information used in developing this Fiscal Note is available from the Office of Budget and Program Planning, to members

of the Legislature upon request.

DESCRIPTION OF PROPOSED LEGISLATION:

Senate Bill 174 eliminates the requirement that a corporation must have a ratio of
current assets to current liabilities of at least 1% to 1 before an investment of
public funds can be made in corporate commercial paper.

COMMENTS:

No dollar estimates are presented. The current ratios in most large corporations

are being reduced due to intensive cash management programs. The Department of
Administration has no data to estimate the number of corporations that do not meet
the current ratio test. The maturity and net income requirements of Section 17-6-211
(c)(i) and (ii) counterbalance the test of solvency provided by the current ratio.

Fiscal year 1982 purchases of commercial paper, bankers' acceptances, and repurchase
agreements for all funds are shown below. The respectlve revenue earned from the

three types of securities (for FY '82) are listed for just the Short Term Investment
Pool (STIP) fund.

Purchases for Revenue

Year for all in
Funds STIP Fund
Commercial Paper § 107,600,000 5 370,335
Banker's Acceptances $ 918,225,537 2,716,973
Repurchase ‘Agreements $22,243,985,000 § 2,250,434

A wider spectrum of potential corporations would exist through elimination of the
current ratio test. A substantial increase in revenue from commercial paper would
result through the increased investment opportunities. Commercial paper earns a

higher yield than other short term vehicles such as bankers' acceptances and repurchase
agreements. The investment revenue bankers' acceptances and repurchase agreements
would respectively decrease due to increased investing in commercial paper.

@Mbmiﬁw

BUDGET DIRECTOR
Office of Budget and Program P!annmg

Date: 1‘ 2. D= 83

FISCAL NOTE 5:0/1
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SENATE BILL KD. 174
INTRODUCED BY HIMSLy ELLIOTT

BY REQUEST OF THE BOARD OF ENVESTMENTS

A BTLL FOR AN ACT ENTITLED: "AN ACT TD ELEMINATE THE
REQUIREMENT THAT A CORPORATION MUST HAVE A RATIO OF CURRENT
ASSETS TO CURRENT LIABILITIES OF AT LEAST 1 172 TO 1 BEFORE
AN INVESTMENT OF PUBLIC FUNDS CAN BE MADE IN THE CORPORATE
COMMERCTIAL PAPER OF THAT CORPORATION; AMENDING SECTION

17-6~211s MCA."™

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section 1« Sectlon 1T7=6=211ly MCAs is amended to read:
"17-+6+211. Permissible invastments. {1) The following

securities are permissible Investmants for all investment

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

(a) any securlties authorized to be pledged tc secure
deponsits of public funds under 17-6-103;

{b) bondsy notesy debenturés- equipwment obligationsy
or any other kind of absolute cbligation of any corporation
organized and operating in any state of the United States or
in Canaday If the obligations purchased are payable in
United States dollarsy or of any corporation Iin which the
United States governaent is a voting shareholder by act of

congrass; provided that all investoents under this
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subsection (b) wmust be rated by one nationally recognized
rating agency among the top third of their quality
categor iesy not applicable to defaulted bonds;

{c) coamercial paper of arime HIGHEST qualityy as
defined by one pationally recognized rating agencyy issued
by any corporation arganized and cperating in any state of
the United Statessy provided thats

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

{ii) the issuing corporation or the parent company of a
finance subsidiary issuing commercial paper, at the time of
the Vast financial reporting periods had-a-ratéo-of-corrent
assets-=to-~eurrent-~tiabititiesy——tnetuding——among-—current
Habitities—~Fong-term-—debt~~moturing--within-i-yeary-of-at
Iease-t-y2-to-i-and had received net Iincome averaging $1
million or more annually for the preceding 5 years§ and

{(iii) no Iinvestment 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 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 jn excess of $500 milliong

() interest-bearing deposits in banksy building and

-2- $B 174
SECOND READING
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loan associationse and savirigs and loan assocliations located
in Montanay provideds howevers that the board of investmwents
shal) require pledged securities as specified in 17-6-102
{interast on said deposits shall noct be Tless than the
prevalling rate of interest beéing paid on deposits of
private funds};

{f) unancumbered real propertyy First wmortgagess and
participations In first mortgages on unencumbered real
propertys provided that:

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

{A) the principal amount of the toan secured by the
mortgage or mortgage participation Is 80X cor less of the
appraised value of the property;

{B} the principa?! 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%y determined at the time the loan was mades
is guaranteed or Insured by a mortgage insurance company
which the board of invastdents has deterained to be a
qualified private insurers;

{Cy 25% or wore of the Yoan or participation therein
secured is guaranteed or Insured in the event of default by
the United States of America or an agency thereofj or

(0) the mortgager has leased the mortgaged property to

-3- 58 174
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a persons Ffirme or corporation whose rental payments under
the lease are guaranteed for tha 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
Iinvestments in any investment fund tu exceed 50X of the book
value of such funde

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

{3) Retirement funds and the fund provided for in
17-6-203, Ssubsaction (%) may be invested in preferred and
common stocks of any corporation organized and oparating in
any state of the United States provided that:

{a) the corporation has assets of a value not Jless
than $10 million;

(by if the investment Is preferred stocks the
corporation®s aggreqate earnings available for payment of
interest and preferred dividendsy for a period of 5
consecutive years immediataely before the date of investment.s
have been at least 1 172 times the aggregate of Interest and
preferred dividends requived to be paid during this periods

{c} ono investment may be made at any time under
subsection (3) which would cause the boaok value of such

investments in any retirement fund to exceed 50% of the book

bt ol SB i74
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value of such fund or would cause the stock of one
corporation to exceed 2% of the book value of such
retirement fund;

{d) subsection (c) doas not apply to funds provided
for im 17T-6-203({4).

{#) The board of ¥nvestments shall endeavor to direct
the state's investment business to those investment firas
and/or banks which maintain offices in the state and thereby
make contributions +tp the state economye Further, due
considaration shall be given to investments which will
benefit the smaller comsunities in the statee The state's
investment business will be directed to out-of-state firms
only when there is a distinct econowmic advantage to the
state of Montana."

-End=~

-5~ SB 174
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SENATE BILL NO. 174
INTRODUCED BY HIMSLy ELLIOTY

BY REQUEST OF THE S0ARD OF INVESTHENTS

A BILL FOR AN ACT ENTITLED: AN ACT T0 ELIMINATE THE
REQUIREMENT THAT A CORPORATION MUST HAVE A RATIO OF CURRENY
ASSETS TO CURRENY LEABILITIES OF AY LEAST 1 1/2 TO 1 BEFORE
AN INVESTMENT OF PUBLIC FUNDS CAN BE MACE IN THE CORPORATE
COMMERCIAL PAPER OF THAT CORPORATION; AMENDING SECTION

L7T-6-211s MCA."™

BE 1T ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section s Section 17-6-211s MCAs is amended to read:
»]17~6=-211. Permissible investments. (1) The following

sacurities are permissible investments for all investment

funds referred to in 17-6-2034 except as Indicated:

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

(b) bondsy notess debentur;su equipment obligationss
or any other kind of absolute obligation of any corporation
organized and operating in any state of the United States or
in Canadas if the obligations purchased are payable in
United States dollarse, or of any corporation in which the
United States governaent is a3 voting shareholder by act of

congressi provided that all investments undar this

£ W N e

10
1
12
13
14
15
16
17
18
19
20
21
22
23
24

2%

SB 0174702

subsection (b) must be rated by one nationally recognized
rating agency among the +top third of their quality
categoriess not applicable to defaulted bondss

fc) commercial paper of préme HIGHEST qualitys as
defined by one natienally recognized rating agencys issued
by any corporation organized and operating in any state of
the United Statess provided that:

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

{ii) the issuing corporation or the parent company of a
finance subsidlary Issuing commercial paper, at the time of
the last financial reporting periody had-a-ratto—of-corrent
s3sats—-=to~~eurrent-—tinbititiesy==inetuding--anong--carrent
Ftabitrties-——tong-term-—debt--meturing--within-t-yeorv-of-at
Feast-i-2f2-eo-t-and had received net income averaging 51
mi¥lion or more annually for the preceding 5 years; and

{iii) no Iinvestment may be made at any time under this
subsectlon {c} which would cause the book value of such
investaents in any investment fund to exceed 10% of the book
value of such fund or would cause the commercial paper of
anf one corporation to exceed 2% of the book value of such
fundi

{d) bankers* acceptances gquaranteed by any bank having
its nrincipal office in any state of the United States and
having deposits in excess of $500 million;

{e} interest-bearing deposits in bankss building and

-2- 58 174
THIRD READING
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toan associationse and savings and Yo&n associations located
in Montanas providede howevery that the board of investments
shall require pledged securities as specified in 17-6-102
(interest on said deoposits shall not be %Yess than the
prevailing rate of Interest being paid on deposits of
private funds);

(f} unancumbered real property, first mortgagess and
participations In first wortgages on unencumbored real
propertyy provided that:

€i) no such mortgage or mortgage participation may be
purchased uniess:

{A) the principal awmount of the loan secured by the
mortgage or mortgage participation is 803 or 1less of the
apprai sed wvalue of the property;

(B) the principal amount of the lpoan secured by the
mortgage or wmortgage participation exceeds 80% of the
appraised value of the property but the amount of the Joan
in exress of 80%s determinad at the time the loan was wades
is guaranteed or insured by a mortgage insurance company
which the board of Iinvestments has determined to be a
qualified private insurer;

(C) 25% or wmore of the 10an or participation therein
secured is guaranteed or insured in the event of default by
the United States of Amarica or an agency thereof; or

{D} the mortgagor has leased the mortgaged proparty to

-3= 5B 174
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a persony Ffirme or corporation whase rental payments under
the 1ease are guaranteed for the full term of the 1loan or
participation therein by an agency of the United States; and

{ii) no invastment shall be wmade at any time under
subsection (1)(f) which would cause the book value of such
investments in any lnvestment fund to exceed 50X of tha 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 {l)(e) above.

{3} Retirement funds and the fund provided for in
17-6-203¢ 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 valus not less
than $10 militons

{by if the Investment iz preferred stocky the
corporation®s aggreqate earnings available for paymsent of
interest and preferred dividendss for a period of 5
consecutive years |Immediately before the date of investmont,
have been at least 1 172 times the agqregate of interest and
preferred dividends required to be paid during this period;

{c) no investment aay be made at any time under
subsection (3} which would cause the book value of such

investments In any retirament fund to exceed 50X of the book

st 5B 174
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value of sucth fund or would cause the sStock of one
corporation to exceed 2X of the book value of such
retirement fund;

{d) subsection (c) doas not apply to funds provided
for in 1T-6—203(4).

{#) The board of Investments shall andeavor to direct
the state's investment business to thase investment firms
andfor banks which maintain offices in the state and thereby
make contributions +to the state economy. Further; due
consideration shall be given to- investments which wil)
benefit the smaller communicies in the states The state's
investment business will be diracted to out-of-state firms
only when there is @ distinct economic advantage to the
state of Mantana.®

~-End-~

-5= SB 174
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SENATE BILL NOe. 174
INTRODUCED BY HIMSLy ELLIOTT

BY REQUEST OF THE BOARD OF INVESTMENTS

A BILL FOR AN ACT ENTITLED: “AN ACTY TO ELIMINATE THE
REQUIREMENT THAT A CORPORATION MUST HAVE A RATIO OF CURRENT
ASSETS TO CURRENT LIABILITIES OF AT LEAST I 172 TO 1 BEFGRE
AN INVESTHENT OF PUBLIC FUNDS CAN BE MADE IN THE CORPORATE
COMMERLCTAL PAPER OF THAT CORPORATION; AMENDING SECTION

E7-6-21Ly MCA.*

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Saction 1. Section 17-6-211y MCAy is amended to read:s
®3}T-6~211. Permissible investments. (}) The following

securities are permissible Iinvestments for all investment

funds referred to in 17+~6~2034 except as indicated:
{a} any securities authorized to be pledged to secure

deposits of public funds under 17-6-1033
(b} bondsy notesy debenturess eguipment obligationsy

or any other kind of absolute obligation of any corporation

organized and operating in any state of the United States or
in Canadas if the obligations purchased are payable in

United States dollarse orf of any corporation in which the

United States government is a voting shareholder by act of

canqgress; providea that at¥l investments under this
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subsection (b) wust be rated by one natlenally recognized
rating agency among the top third of their quality
categoriess not applicable to defaulted bonds;

{c) commercial paper of prime HIGHESI auality, as
defined by one nationally recognized rating agencyy issued
by any corporation organized and operating In any state of
the United 3tatesy provided that:

(i} such securities mature in 270 days or 1ess;

{l1) the issuing corporation or the parent company of a
finance subsidiary issuing commercial papers at the time of
the 1last financial reporting periods hod-o-ratio-of-earrent
assets-—to-~earrent—~trabiriitiesy-—-inetudtng-—omong--current
ttabitities~~Fong-term-~debt~-meturéng-—-within-t—yeasry-of-at
Feast-i-iF2-to-t-und had recelved net income averaging $1
miltion or more annually for the preceding 5 years; and

{ili) no investment may be made at any time under this
subsectlion {c) which would cause the book valua of such
investaents 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 bock value of such
fund;

{d) bankers" acceptances quaranteed by any bank having
its orincipal office In any state of the Unlted States and
having deposits in excess of $500 millions

(2) interest-bearing deposits in bankse building and

~2= 58 174
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1oan associationsy and savings and loan associations located
in Montanas provideds howevers that the board of investments
shall require gpledged securities 2s specified in 17-6~102
{interest on %aid deposits shall not be %tess than the
prevaiiing rate of interest being paid on deposits of
private funds);

{f) unencumbered real propertys first mortgages, and
participations iIn first mortgages on unencumbered real
propertys pravided that:

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

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

(B8) the principal amount of the lsan secured by the
mortgage or wortgage participation exceeds 80X of the
appraised value of the property but the amount of the loan
in excess of 80Xy determined at the time the loan was wadey
is guaranteed or insured by a mortgage insurance company
which the board of investments has determined to be a
qualified private insurer;

{L) 25% or more of the Yoan or participation therein
secured is guaranteed or Insured in the event of default by
the United States of America or an agency thereof;i or

(D) the aortgagor has leased the mortgaged property to

-3- 5B 174
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a persons 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 wmade at any time under
subsection {(1)(f) which would cause the book 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 {1){e} above.

{3} Retirement funds and the fund provided for in
17~-6-233y 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 million;

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

{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 S0% of the book

—4- S8 174
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value of such fund or wWould cause the stock of one
corporation to exceed 2% of the book value of such
retirement fund;

{d} subsection ({c) does not apply to funds provided
for in 17-6=-203(4%4)a.

(¢} The board of lavestments shall endeavor to direct
the state's investment obusiness to those investment firms
and/or banks which malntain offices In the state and thereby
make contributions to the state economy. Furthery due
consideration shal? be given to investmants which wil)
benefit the smaller communities in the state. The Statat's
investment business wil) be directed to out—-of-state firms
only when there is a distinct economic advantage to the
state of Montana."

~End~

-5~ S8 174



