
SENATE BILL NO. 11 

INTRODUCED BY NEUMAN, TOWE, DANIELS 

BY REQUEST OF JOINT INTERIM SUBCOMMITTEE NO. 3 

January 7, 1985 

January 11, 198 5 

January 26, 1985 

January 28, 1985 

January 29, 1985 

January 30, 1985 

January 31, 1985 

February 27, 1985 

March 13, 1985 

March 16, 1985 

IN THE SENATE 

Introduced and referred to 
Committee on State 
Administration. 

On motion by Chief Sponsor, 
Senators Towe and Daniels added 
as sponsors. 

Committee recommend bill do pass 
as amended. Report adopted. 

Bill printed and placed on 
members' desks. 

Second reading, do pass as 
amended. 

Correctly engrossed. 

Third reading, passed. 
Ayes, 26; Noes, 22. 

Transmitted to House. 

IN THE HOUSE 

Introduced and referred to 
Committee on State 
Administration. 

Committee recommend bill be 
concurred in as amended. Report 
adopted. 

On motion, consideration passed 
until 59th Legislative Day. 



March 20, 1985 

March 21, 1985 

March 22, 1985 

March 22, 1985 

March 27, 1985 

March 29, 1985 

Motion pass consideration. 

Second reading, concurred in. 

Third reading, concurred in. 

Returned to Senate with 
amendments. 

IN THE SENATE 

Received from House. 

Second reading, amendments 
concurred in. 

Third reading, amendments 
concurred in. 
Ayes, 38; Noes, 11. 

Sent to enrolling. 

Reported correctly enrolled. 
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SENATE BILL NO. 11 

INTRODUCED BY NEUMAN 

BY REQUEST OF JOINT INTERIM SUBCOMMITTEE NO. 3 

A BILL FOR AN ACT ENTITLED: "AN ACT CONFORMING THE UNIFIED 

INVESTMENT PROGRAM WITH CONSTITUTIONAL AMENDMENTS IN SENATE 

BILL 10, WHICH AMENDMENTS REMOVE RESTRICTIONS ON INVESTMENT 

OF PUBLIC FUNDS AND PROVIDE A "PRUDENT EXPERT" STANDARD FOR 

INVESTMENT OF PUBLIC FUNDSJ AMENDING SECTIONS 17-6-201, 

17-6-211, AND 17-6-324, MCA: AND PROVIDING A DELAYED 

EFFECTIVE DATE. •• 

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

Section 1. Section 17-6-201, MCA, is amended to read: 

''17-6-201. Unified investment program general 

provisions. (1} The ~n%form unified investment program 

directed by Article VIII, section 13, of the 1972 Montana 

constitution to be provided for public funds shall be 

administered by the board of investments and the Montana 

economic development board in accordance with the r~les 

previded--~n--~ftis--efta~~er-and-wi~h-eha~-de~r~~-or-j~d9m~n~ 

and-eareT-ttnder-e±re~ms~anees-rrom-eime-to-~ime--prevaii±n~, 

wh±eh--people--of--pr~denee,--diseret±o",--and--±n~eiii9enee 

exereise-±n-~he-mana~emene-o£-the±r--own--ar£air~7--no~--ror 

~peettiat±en--btt~--fer--invesemen~,--eons±der±n~-the-probabie 
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~afety-ef-tfteir-eap+~al-as-weii-as-~fte-probabie-±neome-tc-be 

derivedT-and-preserva~ien-o£--pbrehasing--pewer--of--eapi~al 

d~ring---pe~±eds---of--s~~~ained--ftiqh--mene~ary--*nfiatiene 

+nve~emen~s-by-tfte-Mon~ana-eeonem±e--development--board--are 

iimited--~o--ehoee-made-Erom-~he-Men~ana-in-state-inves~ment 

f~nd-and-for-~he-pdrpo~ee-eet-£ortft-in-part-3T 

tit--Aii-s~a~e-£~nds-shall-be-inves~ed--and--reinves~ee 

in--see~r~~ies--enttmera~ed-~n-i~-6-iii-~o-~he-maxim~m-ex~eftt 

eoneis~ent-with-tft±s-peiiey-and-wi~ft-~he-need-an4-timing--of 

eash--e~penditttres--£or--part±etliar--parpo~es prudent expert 

principle which requires any investment manager to: 

ta) discharge his duties with the care, skill, 

prudence, and diligence, under the circumstances then 

prevailing, that a prudent person acting in a like capacity 

with the same resources and familiar with like matters 

exercises in the conduct of an enterprise of a like 

character with like aims; 

(b) diversify the holdings of each fund within the 

unified investment program to minimize the risk of loss and 

to maximize the rate of return, unless under the 

circumstances it is clearly prudent not to do so, and 

(c) discharge his duties solely in the interest of and 

for the benefit ~~ the funds forming the unified investment 

program. 

t3ti11 The board of investments has the sole authority 

I N T R 0 D U C E D B I L L 
-2- S8 1/ 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

LC 0016/01 

to invest state funds other than the Montana in-state 

investment fund. No other agency may invest such 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. 

t4t1ll The board of investments shall: 

(a) assist agencies with public money to determine if, 

when, and how much surpl~s 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. 

t5tl!l 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 

for 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. 

t6tlil The state treasurer shall keep an account of 
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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 investments. 

tTtl!l The cost of administering and accounting for 

each investment fund shall be deducted from the income 

therefrom, except that such costs of the nonexpendable trust 

funds shall be paid from 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, MCA, is amended to read: 

''17-6-211. Perft'l.i:ssih%e---i-ftYe3tments Preference to 

in-state investment firms -- commitment agreement with board 

of housing. t%t-The--£ollowin~--see~r~e±es--are--permissible 

inves~meft~s---£or---all--in~esemene--£~nds--re£erred--eo--in 

~~-6-%&37-exeepe-as-indieaeed~ 

tat--any-see~ri~ies-a~thorized-to-be-pledged-~e--see~re 

depos~ts-o£-publ~e-fuftds-uftder-l~-6-l937 

tbt--bonds,--notesr--debea~~resr-eqcipment-ebligationsT 

or-afty-other-kind-o£-absolH~e-obligation-o£-any--eorporation 

erqafti~ed-and-operating-in-any-state-of-~he-Hnited-States-er 

in--eanadar--*f--the--obligations--pHrehased--are-payable-in 

Snited-States-dollarsr-or-of-any-corporatiOft--in--which--the 
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enited--S~ates--~evernment-ie-a-vot~n~-sft8refteider-by-aet-e£ 

eongressT--pre¥ided--tftat---a%i---~nvestments---~nder---this 

sabseetioft-t%ttbt-~dst-be-rated-by-ofte-ftaeionally-reeo9fti~ed 

rati~q---ageney---among--tfte--top--tftird--e£--their--q~ality 

eateqories7-not-applieable-to-defa~lted-bonds~ 

tet--eommereial-paper-e£-ftighest-q~aiity7-as-defined-by 

ene-netionaliy--reeognized--rating--ageneyr--iss~ed--by--any 

eorperation--orgenized--and--operat±ng--in--any-state-e£-the 

Hnited-States,-provided-thet~ 

tit--sHch-see~rities-matttre-in-iT9-days-or-less; 

tiit-the-issHinq-eorporation-or-the-parent-eompany-of-a 

£inanee-sttbs±disry-iss~ing-eommereta;-paperT-a~-~he-t±me--e£ 

the-%ase-E±naneia%-repor~iftg-p@~ied7-nae-~eee~ved-ne~-ineome 

avera9in9--$%--m~iiion--er-mo~e-ann~ally-£or-tfte-preeedin~-S 

years;-and 

ti±tt-ne-inv@s~men~-may-b@-mede-a~-any-~ime-~nder--this 

s~beeetion--tlttet--whieh-wottid-ea~ee-the-boo~-valtte-o£-s~eh 

investmenee-±n-any-investment-f~nd-to-exeeed-let-o£-ehe-boo~ 

•a%~e-er-s~eh-£~nd-or-wo~id-eanse-ehe--eommereiai--paper--o£ 

any--one--eorporat±on-~o-exeeed-i%-of-~he-book-valne-o£-sneh 

£dnd; 

tdt--bankere~-aeeeptaneee-gttaranteed-by-any-bank-having 

it~-prineipai-o££iee-in-any-staee-o£-the-enited--Sta~ee--and 

havin9-depoeits-±n-exeess-of-$599-m±%%ion; 

tet--±ntereet-bear±ng--deposits--in-ban~e,-btt±ld±ng-and 
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loan-assoeiat±ons7 -eavin9s-and-ioan-asseeiationsT-and-eredit 

~nions-~eeated-in-Montana;-pro•±ded7-howeverT-~hat-the-beard 

of-±nve~~meftts-sha%%-req~~re-piedged-see~ri~ies-as-spee±£ied 

in-l~-6-%9i-t~nte~e~e-o~-~ai0-0epes~~s--sha~%--nee--be--%ess 

tfta~--~he-preva~iinq-rate-ef-iftee~e~t-be~ng-pa±d-on-depe~ies 

e£-priva~e-£nftdst; 

tft--~ftefte~mbered-rea%-preperey,-£irst--mertgages,--and 

partieipat±ons--±n--Eirst--mor~gaqes--en--~neneumbered--real 

property--as--previded--in--this---sttbseet±on---tltt£t---and 

s~bseetien-tst,-prov±ded-that~ 

tit--ne--stteh-mortqaqe-er-mertgage-part±eipat±en-may-be 

p~rehased-~nless~ 

tAt--the-pr±neipai-amonnt-o£-the-ieaft--seeured--ey--~he 

mortgage--er--mortgage--part±e±patien--±s-89t-or-iess-e£-the 

appraieed-vaiue-o£-the-p~operty; 

tBt--the-,rineipai-amottnt-of-the-ioan--seenred--by--the 

mortgage--or--mortgage--partieipat±on--exeeeds--86%--e£--the 

appraiseO-vai~e-e£-the-property-bttt-the-amoMnt-of--the--±oan 

±n--exeess-of-86%,-determined-at-the-~ime-the-±oa~-was-made7 

is-g~aranteed-or-±ns~red-by--a--mortgage--±nsttranee--eompany 

w~ieh--the--board--o£--~nvestment~--has--determ±ned--to-be-a 

qtt8~if~ed-pr±vate-instt~e~7 

tet--~5t-or-more-e~-the-ioan-or--part±e±~etion--th@rein 

~eeured--±s-gnereftteed-or-insnred-±n-th~-event-oE-de£ettit-by 

the-en±~ed-Stft~e~-o£-Amer±ea-or-an-a~eney-thereo£7-o~ 
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tBt--the-mertgager-has-ieased-the-mertgaged-preperty-te 

a-persen,-firm7-or-eorpora~%on-whose-r~n~a%--paym~n~s--unSer 

ene--lease--are--~uaraneeed-for-ehe-ruii-term-of-the-loan-or 

part±c±pat±on-there±n-by-an-ageney-of-the-Hnited-Statest-and 

t±±t-no-±n•estment-shall-8e--made--at--any--time--~nder 

subseet±on--trttft--whieh-wo~ld-eaase-the-boo~-val~e-o£-saeh 

±nves~ments-±n-any-investment-Eand-to-exeeed-59%-o£-the-book 

va~He-of-sHeh-f~nd~-and 

tgt--any-other-investment-in-any-basiness--aetivity--in 

the--state7-inclading-aetivities-that-eontin~e-existin~-;obs 

or-create-new-;obs-in--Montana,--provided--that--investmen~e 

whieh--de--ne~--mee~--~fte-reqnirement~-o£-~~bseetions-tittat 

threogh-tittft-may-ftot,-ift-the-aggregate,-exeeed-i&t-ef--the 

£~nd-r~em-whieh-eaeh-etleh-inYestment-is-madeo 

t~t--fnvestments--from-~fte-pooied-investme~t-£und-s~aii 

be--rest~icted--to--tixed--~neome--see~ritiee--deseribed--in 

SHbseetiefts-t~ttet-te-tittet-abeve7 

t3t--Re~irement--£~nde--and--~he--£~nd--prov~ded-£or-~n 

i~-6-i93,-eabseetien-t4t-may-be-invested--±n--pre£er~ed--and 

eommon--stoc~s-o£-any-eerporation-or~anized-and-operatin~-in 

any-e~ate-of-th.e-Hnited-Statesr-proYided.-tftat~ 

tat--the-corporation-has-assets-o£--a--ya~ue--not--lese 

than-$}9-m~llion; 

fbt--i£---the---±nvestment---±s--~re£erred--stoc~,--the 

eorporation~s-aggregate-earnin~s-avaiiabie--tor--payment--of 
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interest---and--pre£erred--dividendsr--£er--a--period--o£--5 

eonseeative-years-±mmediateiy-be£ore-tfte-date-e£-inweetmen~T 

have-&een-at-least-1-tl%-times-the-a~qreqa~e-e£-interest-and 

pre£erred-d~videftds-req~ired-to-be-paid-during-~h±s--period~ 

tet--ne--inve~ement--may--be--made--at--any--time-aftde~ 

s~bseetien-t3t-whieh-wo~id-ea~se--ehe--beok--ve%He--of--s~eh 

inve~~ments-±n-any-ree±remen~-£Hnd-eo-eweeed-59\-o£-~he-bee~ 

va%ue--o£--sueh--~~nd--e~--weHid--eauee--the--~eee~--o£--ene 

eerperaeion--to--exeeed--%~--o£--the--book--velue--or---sHch 

ret~rement-£und; 

tdt--s~bseetieft-t3ttet-dees-ftot-~ppiy-to-foftds-provided 

fe~-ift-l~-6-i93t4t7 

t4t1!l The board of investments shall endeavor to 

direct its portion of 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. 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-of-state firms only when there is a distinct economic 

advantage to the state of Montana. 

t5ti!l ~he-board-may-invest-~n-mortgage-ioans-£±naneed 

by-the-board-o£-housing-i£-the-mortgages-are-~ot-in--de£a~%t 

8nd--meet--ehe--~equirements-o£-subeeetioft-t±ttfto The board 

may enter into a commitment agreement with the board of 

-8-
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housing at the time of an issue of bonds or notes by the 

board of housing providing for the purchase at a specified 

future date, not to exceed 15 years from the date of the 

issue, of all or any portion of the amount of mortgage loans 

purchased with the proceeds of the issue. The board of 

6 investments may charge reasonable fees for any commitment 

7 and may agree to purchase the mortgage loans on terms that 

8 in the judgment of the board of investments provide a fair 

9 market rate of return to the purchasers. 

10 t6t--~fte-Montana-eeoaomic-deve~epmen~-board-ereated--in 

11 i-%5-%895-may-%n•ee~-ene-Mon~afta-in-state-investment-i~ftd-in 

12 any--in-state-investment-a~thorized-by-its-ru%e~-in-additieft 

13 ~o-those-inves~ments-a~~hor±zed-~y-this-seetion." 

14 Section 3. Section 17-6-324, MCA, is amended to read: 

15 "17-6-324. Rulemaking authority. The board may adopt 

16 rules to implement the provisions of this part and 

17 17-6-2llt5tlll• Rules adopted by the board may include 

18 definitions of small- and medium-sized businesses, a method 

19 of committing funds to financial institutions, types of 

20 service fees, and types of investments to be made. The board 

21 may also adopt procedural rules to govern its proceedings. 11 

22 NEW SECTION. Section 4. Effective date. This act is 

23 effective January 1, 1987. 

24 NEW SECTION. Section 5. Coordination instruction, If 

25 Senate Bill No. 10, including the section of that bill 

-9-
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amending Article VIII, section 13, of the Constitution of 

the State of Montana, fails upon submission to the 

electorate on November 4, 1986, this act is void in its 

entirety. 

-End-

-10-



49th Legislature SB 0011/02 

APPROVED BY COMMITTEE 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

ON STATE ADMINISTRATION 

SENATE BILL NO. 11 

INTRODUCED BY NEUMAN, TOWE, DANIELS 

BY REQUEST OF JOINT INTERIM SUBCOMMITTEE NO. 3 

A BILL FOR AN ACT ENTITLED: "AN ACT CONFORMING THE UNIFIED 

INVESTMENT PROGRAM WITH CONSTITUTIONAL AMENDMENTS IN SENATE 

BILL 10, WHICH AMENDMENTS REMOVE RESTRICTIONS ON INVESTMENT 

OF PUBLIC FUNDS AND PROVIDE A "PRUDENT EXPERT" STANDARD FOR 

INVESTMENT OF PUBLIC FUNDS; AMENDING SECTIONS 17-6-201, 

17-6-211, AND 17-6-324, MCA; AND PROVIDING A DELAYED 

EFFECTIVE DATE." 

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

Section 1. Section 17-6-201, MCA, is amended to read: 

"17-6-201. Unified investment program general 

provisions. (1) The ttniforl'lt unified investment program 

directed by Article VIII, section 13, of the 1972 Montana 

constitution to be provided for public funds shall be 

administered by the board of investments and the Montana 

economic development board in accordance with ARTIC~E VIII, 

SECTION 13, OF THE MONTANA CONSTITUTION AND the <nle• 

provided-±~-t~~s-eh~pt@~-8nd-w±th-t~a~--de9ree--of--j~d9me~t 

and--eare 7 -tlnder-e~retlmstanee~-frol'lt-time-to-t±me-p~e~a±T±~97 

•h±en--peopie--of--pr~de~e@,--di~eret±o~,--and--~nteTTi9enee 

exerei~e--±n--the--l'ltana9ement--of-the~r-own-~ffa±rs,-net-fo~ 
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~peettiation-b~t-for--±nve~tmentT--eon~±der±n~--ehe--probab~e 

saEety-of-the~r-espi~ai-as-we}}-as-e~e-probabie-±neol'lte-~o-be 

de~±~edr--end--preservat±on--o£--ptlrehas±ng-power-of-eapitai 

dtl~±n~--per±ods--or--~tl~ta±ned--h±gh---monetery---±n£iation. 

i~vestl'ltents--by--ehe--Montana-eeonemie-deveiopment-board-are 

i±mited-to-those-~ade-£rom-the-Montona--±n-state--in~estment 

~tlnd-and-for-the-ptlrpeses-set-fort~-±n-part-3• 

t~t--Aii--state--ftlnds-~helT-be-invested-and-reinvested 

in-sect% r it: ie~ -enttme rated-in-iT-6-% iT -eo- the-- -me: x imtsm- -eX: tent 

eonsistent--w±eh-this-po%iey-and-with-the-need-e:nd-t±min9-of 

cash-expend*ttsre~-for--partiettiar--pttrposes prudent expert 

principle which requires any investment manager to: 

(a) discharge his duties with the care, skill, 

prudence, and dilJgence, under the circumstances then 

prevailing, that a prudent person acting in a like ~~~i~ 

with the same resources and familiar with like matters 

exercises in the conduct of an enterprise of a like 

character with like aims; 

(b) diversify the holdings of each fund ~ithin the 

unified lnvestment program to minimize the risk of loss and 

to maximize the rate of retu~_.n, unless under the 

circumstances it is clear!_y_ prudent not to do so; and 

(c) discharge his duties solely in the interest of and 

far the benefit of the funds forming the unified investment 

E.£29._~ am . 
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(2) NOTHING CONTAINED IN THIS SECTION SHALL PREVENT 

THE INVESTMENT IN ANY BUSINESS ACTIVITY IN MONTANA, 

INCLUDING ACTIVITIES THAT CONTINUE EXISTING JOBS OR CREATE 

NEW JOBS IN MONTANA, IF THE INVESTMENT MEETS THE STANDARD OF 

CARE REQUIRED BY THIS SECTION. IN DISCHARGING ITS DUTIES, 

THE BOARD OF INVESTMENTS AND THE MONTANA ECONOMIC 

DEVELOPMENT BOARD SHALL CONSIDER THE PRESERVATION OF 

PURCHASING POWER OF CAPITAL DURING PERIODS OF HIGH MONETARY 

INFLATION. 

t3t~ The board of investments has the sole 

authority to invest state funds other than the Montana 

in-state investment fund. No other agency may invest such 

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. 

t4tiiil!l The board of investments shall: 

(a} assist agencies with public money 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 

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

t5t~ The board of investments may: 

(a) execute deeds of conveyance transferring all real 
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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; 

{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 beer. purchased. 

t6t~ 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 investments. 

tTt~ The cost of administering and accounting for 

each investment fund shall be deducted from the income 

therefrom, except that such costs of the nonexpendable trust 

funds shall be paid from 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, MCA, is amended to read: 

"17 -6-211. Pl!rrn~:!!le~l!llre---i-nvestlfter~:te Pr-eference to 

in-state investment firms -- commitment agreement with board 
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of housing. tTt--T'he--£oil:ow1:n9-!leettri:t±e~-e:re-p~rnti:ss1::bie 

in~e~tment~--£or--aY±--investment--£~nds--re£erred---to---in 

t~-6-~93,-exeept-e:s-ind±eotea~ 

tet--eny--seettr-i:t1::e~-a~thor~zed-to-be-p~ea9ed-to-~eettre 

deposite-o£-pttb±±e-fttnde-ttnder-Tf-6-193; 

tbt--bonde,-notesr-debentttresr--eqtlipment--obli9at±ons, 

or--any-other-kind-ef-e:bsoittte-obii~ation-of-any-eorporati~n 

organized-and-operati-n9-±n-sny-state-o~-the-en±ted-States-or 

in-€anada,-~f--the--ob±igations--p~rehased--are---payeb±e--±n 

Bn±ted--States--doi±ars,--or-of-any-eor~oration-±n-whieh-the 

~nfted-Stetes-9overnment-is-a-votin9-sharehoider-by~-~ct--~f 

eongre~~7---pro~ided---~hat---aiT---in~e~tme~~~--~nder--~his 

s~bsee~ion-tittbt-m~~t-be-ra~ed-by-one-~ationa±±y-r~eogn±zed 

rat±nq--a9eney-~~mon9--~he--top--~h±rd--of---thet~~--q~6i±ty 

ea~egor±e~,-not-app~±eabie-to-de£auited-bonds; 

tet--eommere±ai-paper-of-h±ghest-q~aiity,-a~-de£ined-by 

one--natioMaiiy--recogn±~ed--ra~±ng--ageney,--±~stled--by-any 

eorporat±on-organ±~ed~and-operating--in--any--~t~te--or--the 

Bnited-State~t-prov±ded-that~ 

t±t--stleh-seettrities-mature-in-~T9-day~-or-±ess7 

t±±t-the-±s~tt±ng-eorporat±on-or-the-parent-eompany-or-a 

r±nanee--~ubsid±ary-±ssu±ng-eommere±a±-peper,-at-the-time-o£ 

the-±e~t-f~none±a±-report±ng-per±od,-had-reee±~ed-net-±neome 

averag±ng-$i-m±ii±on-or-more-ennnet±y-for--the--preeed±ng--5 

years7-al"ld 
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t±iit-no--inve~tmen~-may-ee-mad~-at-any-e~me-~nder-th±~ 

~~b~ee~±on-tittet-whieh-we~%d-e~~~e-the-eoek-val~e--o£--~~eh 

i~ve~tmen~s-±n-any-in~e~tment-£tt~d-~o-~xeeed-i6%-ef-th~-book 

valtte--of--stteh--fttnd-or-wott±d-eattse-the-eoMme~e~at-paper-o£ 

sny-one-eorporat%on-eo-exeeed-2%-o£-the-8oo~-val~e--of--~~eh 

£ttnd; 

tdt--banker~~-aeeep~a~ee~-;~~ranteed-by-any-bank-havi1"19 

~t~--p~~neipai--o££±e~~in-any-~tate-of~the-enited-States-and 

havin;-Oepo~±te-in-exee~e-of-$599-mi±iion7 

tet--±nterest-bearinq-depe~~te-±n-banksr--bo±id±n9--and 

±oan-as~oeiations1-ea~in9~-and-ioan-assoe±at±onsr-end-eredit 

ttnion~-ioeated-±n-Montana;-prov±ded,-however,-that-the-board 

of-±~~eetmente-~ha±~-reqti±re-p±edg~d-eeettr±tie~-ae-epee±£ied 

±n--lT-6-i9~--tinterest--en--said-depos±te-eha±i-not-be-le~s 

than-the-prevailing-rate-o£-±nterest-be±n9-pa±d-on--depo~its 

of-private-£ondet; 

tft--ttnel"letimbered--refti--propertyr-£±ret-mort~a9e~r-and 

parti~ipa~ions--~ft--f~r~t--mortga9ee--ol"l--tln~ncnmbe~ed--rea~ 

~rop@~ty---a~---prov±ded---±n--thie--~~bseet±on--t~ttft--~nrl 

Stlbsect±on-t5tr-prov±Oed-that~ 

tit--no-~tlch-mortgage-or-mert9age-partteipatien-mey--be 

p~~ehaeed-nnte~e~ 

tAt--th~--~r±neipai--a~o~n~--of-the-toan-~eetl~ed-by-the 

mort~a9e-or-mort9age-~~rtieip~tion-±~-86%--or--le~s--of--the 

apprat~ed-~at~e-o£-the-~roperty7 
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tBt--e~e--pr~~e±pa%--amotl"t--o£-th~-~oen-~~etlre~-by-the 

mortgage--or--mortgage--pert±etp~tion--exeeed~--86%--o£--the 

appre±sed--vai~e--o~-the-p~operty-bttt-the-amotlnt-of-~he-ioen 

±n-exeess-of-86%,-determ±ned-at-tne-time-the-ioen-wa~--mede 7 

ts--gttaranteed--or--±nstlred--by-a-mort~age-±nsttranee-compeny 

wh±eh-the-board--of--±n~estment~--has--determined--to--be--a 

qtta!i~ied-private-insttrer; 

tet--i5%--or--more-o£-the-ioan-or-part~eipat±on-therein 

seettred-±s-gttaranteed-or-±nsttred-±n-the-event-o£-de£attit--by 

the-enited-States-o£-Amer±ea-or-an-a9eney-thereof~-or 

tBt--the-mortgagor-has-lea~ed-the-mor~gaged-prepe~~y-to 

a--person,--f~rm;-or-eorperation-whose-rental-payments-~nde~ 

th~-%e~se-ar~-gttarant~ed-£or-the-£~ii-term-o£--the--ioan--er 

partie±pation-the~ein-by-an-agency-of-the-Hn~t~d-State~;-and 

t±~t-no--inve~tment--shaii--be--made--at-any-t±me-~nder 

~~b~eetien-t±tt£t-wh±eh-wottid-eaose-the-boo~-vaine--of--stteh 

in~estments-in-any-investment-f~nd-to-exceed-56%-e£-the-boo~ 

vaitte-of-s~~h-fand;-anrl 

t9t--any--other--tnve~tment-tn-any-bnstness-activtty-±n 

the-state,-incittdin9-aeti~it±es-that-eontinue-ex±~ting--;ob~ 

or--ereate--new--;obs--in-Montana,-provided-that-in~estments 

wh±eh-do-not-meet-the--reqttirements--of--sabseetions--tittat 

throogh--tlttft-may-not,-~n-the-aggregate;-exeeed·-19%-o£-the 

fttnd-frem-whieh-eaeh-saeh-inve~tment-is-made~ 

tit--fnve~tments-from-the-poeted-±nvestment-£nnd--~h~ll 
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be--re~t~~eted--to--fi~ea--ineome--~~~ar±tie~--d@~er~~ed--~n 

~ob~ectio~~-tttt8t-to-ttttet-abo~e. 

t3t--Rettrement-f~nd~-end--th~--fan~--prov±ded--fo~--±n 

i~-6-%93y--sab~eet~on--t4t--m~y-be-inve~~~d-~n-p~eEerred-~nd 

e~mm6n-~toe~s-o~-any-eorporat~on-or9on±red-and-operet±~g--~n 

any-~tete-o£-the-Hn~ted-Stete~r-prov~ded-that~ 

tet--the--co~por~t±on--hes--a~~et~--of-a-vet~e-not-iess 

thery-$19-mii~~on; 

tbt--±f--the--investment--is---~referred---~toe~,---the 

eorporation~e--aggreqate--earn±ngs--ava±%abre-for-peyment-of 

intere~t--end--preferred--Bi~idend~,--for--e--periorl--o£---5 

eon~eeat±ve-years-~mmedietely-before-the-date-o£-invesementT 

have-~een-at-ieast-i-lfi-time~-the-agqre9ete-of-intereet-and 

prefer~ed--di~idends-reqa±red-to-be-pa±d-dar±ng-th±s-period; 

tet--no-invee~ment--may--be--made--at--any--t±me--ander 

sabseetion--t3t--whieh--woald--eatt~e--the-boo~-valae-o£-saeh 

±nve~tment~-in-any-retirement-fand-to-exeeed-58%-of-the-boo~ 

v8%~e--of--sa~n--£and--or--wed~d--eatt~e--t"e--s~oe~--o£--on~ 

e6~poretion---~o--~xee~d--i%--o£--the--boo~--vaitte--o£--~nch 

reti-rement-fttnd; 

trlt--sabseetion-t3ttet-does-~ot-appty-to-£ands-prov~ded 

£or-i~-i7-6-r93f4t• 

t4t~ The board of investments shall endeavor to 

direct its portion of the state's investment business to 

those investment firms and/or benlo::~ FINANCIAL INSTITUTIONS 
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whict·, maintain offices in the state and thereby rna.ke 

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-of-state firms 

only when there is a distinct economic advantage to the 

state of Montana. 

t5ti£l ~he-boa~d-mey-~ft¥e~t-in-mortga9e-%ean~-rtnaneed 

by--t~e-boa~d-oE-hott~±ng-if-the-mo~tgagee-are-not-±n-de£a~±t 

and-meet-t~e-req~±rement~-of-~ttbseetion--ttttft• The board 

may enter into a commitment agreement with the board of 

housing at the time of an issue of bonds or notes by the 

board of housing providing for the purchase at a specified 

future date, not to exceed 15 years from the date of the 

issue, of all or any portion of the amount of mortgage loans 

purchased with the proceeds of the issue. The board of 

17 investments may charge reasonable fees for any commitment 

18 and may agree to purchase the mortgage loans on terms that 

19 in the judgment of the board of investments provide a fair 

20 markeL rate of return to the purchasers. 

21 t6t--~he--Montana-econom±e-de~eYopment-board-created-in 

2 2 i!- ~l!J- ±:e a 5 -~t.ay- ±nve~t- the-M.on te: ne:-±n-! te:te-inve:5 tment- fttnd-tn 

23 any-±n-~tate-±nve~tment-atlth~r±zed-by-±t~-r~Ye~-tn--addit±on 

24 to-tho~e-inve~tments-e:ttthor±red-by-th±~-~eetion7'' 

25 Section 3. Section 17-6-324, MCA, is amended to read: 
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"17-6-324. Rulemaking authority. The board may adopt 

rules to implement the provisions of this part and 

l7-6-2llt5tlll· Rules adopted by the board may include 

definitions of small- and medium-sized businesses, a method 

of committing funds to financial institutions, types of 

service fees, and types of investments to be made. The board 

may also adopt procedural rules to govern its proceedings." 

NEW SECTION. Section 4. Effective date. This act is 

effective January 1, 1987. 

HeW-SE€~feN.--s~et±o~-s.--eoordifte~io~-i"s~rttetion.--f£ 

Se"ote--8±%±--Noo--ia,--ineittding--the--seetion-o~-that-b±±~ 

amenrlin~-Arti~ie-Yiii,-eeet±on-%3,-o~--t~e--eo"~tit~tioft--of 

the---State---o£--Mofttana,--fa±ls--ttpon--sttbmission--to--the 

e±eeto~ete-on-November-4,-i9B6,-th±s--oet--±~--void--±n--±t~ 

entiretyo 

-End-
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SENATE BILL NO. 11 

INTRODUCED BY NEUMAN, TOWE, DANIELS 

BY REQUEST OF JOINT INTERIM SUBCOMMITTEE NO. 3 

A BILL FOR AN ACT ENTITLED: "AN ACT CONFORMING THE UNIFIED 

INVESTMENT PROGRAM WITH CONSTITUTIONAL AMENDMENTS IN SENATE 

BILL 10, WHICH AMENDMENTS REMOVE RESTRICTIONS ON INVESTMENT 

OF PUBLIC FUNDS AND PROVIDE A "PRUDENT EXPERT" STANDARD FOR 

INVESTMENT OF PUBLIC FUNDS; AMENDING SECTIONS 17-6-201, 

17-6-211, AND 17-6-324, MCA; AND PROVIDING A DELAYED 

EFFECTIVE DATE." 

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

Section 1. Section 17-6-201, MCA, is amended to [ead; 

"17-6-201. Unified investment 

provisions. (1) The ~ft~£orm unified 

program 

investment 

general 

program 

directed by Article VIII, section 13, of the 1972 Montana 

constitution to be provided for public funds shall be 

administered by the board of investments and the Montana 

economic development board in accordance with ARTICLE VIII, 

SECTION 13, OF THE MONTANA CONSTITUTION AND the rH%es 

provid~e-ift-th%~-ehap~er-and-with-that--degree--e£--j~dgmeftt 

aftd--eareT-under-eirc~mstafteee-!rom-time-te-time-preva±%±ng, 

whieh--peo~~e--o£--~r~deftee,--dise~ee~on,--and--~n~e%ii~enee 

exe~eise--in--the--mana~ement--of-their-own-a££air~,-not-for 
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spee~iat±on-b~t-fer--investment,--eons±der±n9--the--probable 

sa£eey-e!-their-eap±tai-as-we~%-as-tfte-probabie-~neome-to-be 

derived7 --and--preservation--o£--pttrehasin~-power-o£-eapita± 

dttrin9--~er~e~s--o£--stteta±ned--hi9h---monetary---inflation. 

Tnvestments--by--the--Montana-eeonom~e-development-board-are 

limited-to-those-made-from-the-Montana--in-state--inYestment 

£~nd-and-£or-the-~~rposes-set-£orth-±n-part-3T 

tit--Ail--state--EHnds-sha%%-be-in¥ested-and-rein¥ested 

in-see~r±ties-enttmerated-in-l~-6-i%%-to-the--maxim~m--extent 

eonsistent--with-this-pe±iey-and-with-the-need-and-timing-of 

eash-expend±t~res-for--partiettiar--pnrposes prudent expert 

principle which requires any investment manager to: 

(a) discharge his duties with the care, skill, 

pruden~~, ~nd diligence, under the circumstances then 

prevailing, that a prudent ·person acting in a like capacity 

with the same resources and familiar with like matters 

exercises in the conduct of an enterprise of a like 

character with like aims; 

(b) diversify the holdings of each fund within the 

unified investment program to minimize the risk of loss and 

to maximize the rate of return, unless under the 

circumstances it is clearly prudent not to do so; and 

IC) discharge his duties solely in the interest of and 

for the benefit of the funds forming the unified investment 

program. 
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(2) LONG-TERM FUNDS MAY BE INVESTED IN COMMON STOCKS 

OF ANY CORPORATION PROVIDED THAT NO INVESTMENT MAY BE MADE 

AT ANY TIME WHICH WOULD CAUSE THE BOOK VALUE OF SUCH 

INVESTMENTS IN ANY LONG-TERM FUND TO EXCEED 50% OF THE BOOK 

VALUE OF SUCH FUND OR WOULD CAUSE THE STOCK OF ONE 

CORPORATION TO EXCEED 2% OF THE BOOK VALUE OF SUCH LONG-TERM 

FUND. 

tit(3) NOTHING CONTAINED IN THIS SECTION SHALL PREVENT 

THE INVESTMENT IN ANY BUSINESS ACTIVITY IN MONTANA, 

INCLUDING ACTIVITIES THAT CONTINUE EXISTING JOBS OR CREATE 

NEW JOBS IN MONTAMA, IF THE INVESTMENT MEETS THE STANDARD OF 

CARE REQUIRED BY THIS SECTION. IN DISCHARGING ITS DUTIES, 

THE BOARD OF INVESTMENTS AND THE MONTANA ECONOMIC 

DEVELOPMENT BOARD SHALL CONSIDER THE PRESERVATION OF 

PURCHASING POWER OF CAPITAL DURING PERIODS OF HIGH MONETARY 

INFLATION. 

t3ttitt3t( 4) The board of investments has the sol" 

authority to invest state funds othe-r than the Montana 

in-state investment fund.. No other agency may invest such 

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. 

~tt3.tt4H5) The boa<:d of inv .. stmen.ts aball: 

(a) assist agenc-ies with· public money to determine if, 
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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." 

t5tt4tt5t(6) The board of investments may: 

(a) execute deeds of conveyance transferring all real 

property obtained through foreclosure of any investment-s 

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

has been received therefor~ 

(b) direct th" 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 program 

at their full and true value when found necessary to ra,ise 

money for payments due from the treasury funds for which the 

securities have been purchased. 

t6tt5tf6t(7} 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 investments. 

t'Ht6tt'i'Jt8-) The cost o-f administerin<r and accounting 

for;: each investmen.t. fund shall be deducted from the income 

therefrom, except that such costs of t-he nonexpendable trust 
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funds shall be paid from 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, MCA, is amended to read: 

"17-6-211. Perm:i:ss~bi:e---ir~.vestment:s Preference to 

in-state investment firms -- commitment agreement with board 

of housing. tit--The--foiiewir~.g-see~rit:±es-ere-permissible 

±nveetmenes--~o~--a%%--±r~.vest:ment--£ttnd5--rererred---to---in 

%~-6-i037-e~eept-as-ind±eated~ 

tat--ar~.y--seettrit±e!l-aHthor±zed-to-be-pied~ed-to-seeure 

depesits-ef-pttbiie-!ttnds-ttnder-tT-6-i&37 

tbt--bor~.ds,-not:es,-debentHres 7--equipmeftt--ob%igstiens7 

or--any-other-~ind-o£-abeolute-obligatien-of-any-eorporation 

organized-and-operatinq-±n-any-~tate-of-the-Bnited-State~-or 

in-eanadaT-if--the--ob±igations--pureha~ed--are--payabie--in 

Snited--State~--do%%ars,--or-of-any-eorporation-in-whieh-the 

Bnited-State~-government-is-a-voting-shareholder-by--aet--or 

eongress;---provided---t~at---all---±nvestments--under--this 

sabseetion-tlttbt-must-be-~ated-by-one-national~y-reeognized 

rating--ageney--among--the--top--third--of---the±r---qaality 

eategoriesT-not-appl±eable-to-de£auited-bonds7 

tet--eommereial-paper-o£-highest-q~ality,-as-defined-by 

one--nationally--reeo~nized--rating--a~eneyr--issued--by-any 

eorporation-organized-and-operating--in--any--state--of--the 
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Hnited-Statesr-provided-that~ 

.tit--stteh-seeu~ities-mat~re-~n-i~&-days-or-%ess7 

tiit-the-iss~ing-eorperat~en-er-tfte-parent-eompany-oe-8 

rinanee--subs±diary-issuing-eommereiai-paper,-a~-~he-~ime-ef 

the-%ast-t±naneia%-reporting-periedT-had-reee±ved-net-±ncome 

averaging-$1-m±iiion-or-more-ann~aliy-fcr--the--preeed±ng--5 

years;-and 

t±±it-no--±nvestment-may-be-made-at-any-t±me-~nder-this 

sttbseeticn-tlttet-wh±eh-weuid-eause-the-book-vaiue--o£--s~eh 

~n¥estments-in-any-investment-£und-to-exeeed-£9,-e£-the-beo~ 

vai~e--o£--sueh--£und-or-wottid-eause-the-eommerciai-paper-o£ 

any-ene-eorporation-to-exeeed-i%-o£-the-beek-vaiue--ot--sueh 

fttnd; 

tdt--bankers~-aeeeptanees-guaranteed-by-any-bank-having 

±ts--pr±ne±pa%--o££±ee-in-a"y-state-of-the-Hnited-States-and 

hav±ng-deposits-±n-exeess-or-$599-miiiion~ 

tet--±nterest-bear±n~-depos±ts-±n-banks,--bu±±d±ng--and 

loan-assoeiat±ons,-eavinqs-and-loan-aesoeiations1 -and-ered±t 

unions-ioeated-±n-Montana~-pro~ided,-however,-that-the-boa~d 

o£-in~estments-sha±%-requ±re-p±edged-seeur±ties-as-spee±£ied 

in--i~-6-19~--t±nt~reet--on--ssid-d~po~it~-~hali-ftot-be-~ess 

~han-the-preYaiiing-raee-o£-interest-being-paid-on--deposi~s 

o£-pri~a~e-£~n~st; 

t£t--uneneumbered--rea~--proper~y 1 -fir~t-mor~gages7 -artd 

partie±pations--in--£~rst--mor~gages--on--unene~mbered--rea± 
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prop..,ty---es---pro.,~e-.e---~ft--this--.ottbsecHo1'!--~ttrt--""" 

sttel!eetiel"'-t5t7-provl:ded~t:nae~ 

t±t--fte-~t:tel't-mortq·a.;e-or-mef"~C)age-('e:rot±e±patier"J:-lft8y--be 

pttrehased-ttft~ess~ 

tAt--the--prineipa%--e:moant--o£-the-ieaft-see~red-by-tfte 

me~~gage-or-mortgage-par~ieipation~l:s-89t--or--%eel!--O£--the 

appra±se~-¥a%~e-oE-the-preper~y~ 

tBt--the--pr±ne±pa%--amo~ftt--e£-tfte-%oan-seettred-by-the 

raertgaqe--er--Mertqage--part~eipation--ex~eds--89'%--o£--the 

appra%sed--vait:te--ef-the-prope~ty-but-the-amottftt-e£-the-%Gan 

in-exeess-of-8&,7-determ±ned-at-the-t±me-the-%ea~-wa~--Ma~T 

is--gttaranteed--or--±nst:tred--by-a-mortqa~e-±~s~anee-eempafty 

whieh-~he-boerd--ef--~n¥esem~nes--hes--d~ee~mifted--~e--be--e 

~~eiified-pr±Yate-i~s~~er; 

t€t--~St--or--more-of-tft~-%oaft-er-part±e±pat±on-therein 

secured-is-g~aranteed-or-ins~re~-~ft-the-event-o£-defa~it--by 

the-H~ited-Se&~es-o£-Ameriea-or-an-a9eney-~fte~eof;-or 

tBt--the-mertga9or-has-ieased-~he-moreqaged-pre~e~ty-eo 

a--per~on,--£~rm,-er-eorpe~at~n-whose-rental-paymettes-~nder 

~fte-ieerse-are-gtt!t-t•aftte·ed-'fet"-t:he-£al%-term.-o£--the--ioe:ft--er 

part:ieipat:ion-therein~hy-an-a~el'lley-e£-the-Hn±ted-States;-e:nd 

ti-±t-no--±-n•es~ment--sha±l--be--lftode--at-any-t±me-tlnder 

subseet±e~-t%tt£t-whieh-weuYd-eattse-the-heo~-~o%~e--ef--saeh 

i:n.ves.-bm.t!'ttte.-i!tt-afty-i'ft,-eetment-£urui-to-.exel!ed-5tl%-ef-th.e-boott 

Yaltte-o£-stteft .... !t:tftl!i;-aftd 
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t~t--any-.-:~her--i'mres:t!men-t:-*n--any-ba$±rtes-s-.ete-ti'lfi'i:·y-.in 

ene-~ta~er-irte%~d±~g-aet±~i-tie3--thet-eon-t%ft~e-~xie-ti~~--;ebs 

er--ereate--rtew--;eb~--in-Montana7~pro¥i~ed-~he-t-ift¥~~~ments 

wh~eh-do-ne-t-mee-t--the--req~i~ement~--o£--s~bsee-tien~--trttat 

tftro~gh--ttttft-mey-no-t,-in-~ne-aggre~a-ter-exeeed-t&%-ot-ehe 

~~rtd-£rom-wh%eh-each-sHeh-iftveet~en-t-is-medeo 

t%t--%"¥estme"ts-from-th-.-poo~-.e-i"v-.~tmeftt-ru1'!d--sh4i± 

be--ree-trie-tad--~e--r±xed--income--seeuri-tiee--deee~±bed--±n 

s~bsect~ofts-tittat-to-t±ttet-above~ 

t3t--Retirem~t-£unds- .. nd--the--f~ftd--provieee--fo~--~ .. 

tT-6-i93;--s~beee-tien--t4t--may-be-±nves-ted-in-pr~rred-snd 

eeJM\Oft-stoeM:e-e1£-·I!"Y-ee-r~H~ei-en-~artiz.ed-oand-eper-a-ting--i:n 

any-s-ta-te-ef-the-Bft±-ted-9-ta-teeT-p~evided--that~ 

tat---tfte--ee~pora-t±en--ftae--aeee-te--e£-a-•a!~e-not-iess 

thaft-$19-m>iiion~ 

tbt--±£--the--±nvestmen-t--is---prererred---e-tee~,---the 

corporationis--e:ggrege:te--earnin9s--available-f~r-paymeftt-of 

±rtterest--e:r'1d--p~eterred--d±Yidel'\d~,--£or--e:--pe·r~ed--~f---5 

eet~.seeo:t±'lfe-year~-i:JM!.e~1:.e:~e±y-ber.ere-t:he-dat-e-o£-1::n•e.e-t:me~tr 

ftave-beel'\-e:t-3::-east~l:-:i::f~-t:tmee--the-e~gregate-ot-i'nte·rest-artd. 

prerer red --div±deruis-reqt1 ired- to -be-pa:td-dt:tr~rt9- th:is-per-±-od 1 

tet--rto-±rtvestment--may--bl!--madl!--a~--arty--time--ander 

s~bse.,;,.ion---t3t--wltteh---e--.,..,.,.. __ .,n.,_..,alt_,at~>e-of-onreh 

irt¥estment:5-:in-.. ny-r-etttemet"Jt-£:.and-~o-e.xeeed-56%-ef':""the-bee.lc 

Y"etit1e--e£--s-t~eh--£l:lnd--er--we~:i::d--eattse--t-he--s-eeett--e£--erte 
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eePperat*on---ee--exceed--i%--eE--~he--book--¥a%~e--o£--sueh 

ret*Pement-£~nd; 

tdt--~eb~ee~ieft-t3ttet-dee~-ftot-appiy-to-Eeftd~-p~ovided 

ro~-ift-iT-6-i93t4t• 

t4ti!l The board of investments shall endeavor to 

direct its portion of the state's investment business to 

those investment firms and/or boft~~ FINANCIAL INSTITUTIONS 

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-of-state firms 

only when there is a distinct economic advantage to the 

state of Montana. 

t5ti11 ~he-bee~d-may-iftvest-ift-mo~tgage-ioeo~-Eiftofteed 

by--the-boare-ef-fte~stng-±£-t"e-me~t9ages-cre-ft~e-~ft-aefa~it 

aftd-meet-the-~eqniremeftes-ef-snbseet±eft--tlttrt• The board 

may enter into a commitment agreement with the board of 

housing at the time of an issue of bonds or notes by the 

board of housing providing for the purchase at a specified 

future date, not to exceed 15 years from the Oate of the 

issue, of all or any portion of the amount of mortgage loans 

purchased with the proceeds of the issue. The board of 

24 investments may charge reasonable fees for any commitment 

25 and may agree to purchase the mortgage loans on terms that 
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in the judgment of the board of investments provide a fair 

market rate of return to the purchasers. 

t6t--~he--Meft~afta-economie-deve~opmefte-bea~~-e~eated-~n 

i-~5-%B95-may-iftvest-the-Mon~afta-in-state-±nvestment-£nnd-in 

any-in-state-±nvestment-an~hor±zed-by-±ts-~n%es-±n--add±tion 

to-those-invesements-author±~ed-by-this-seetieno 11 

Section 3. Section 17-6-324, MCA, is amended to read: 

"17-6-324. Rulemaking authority. The board may adopt 

rules to implement the provisions of this part and 

17-6-21lt5till· Rules adopted by the board may include 

definitions of small- and medium-sized businesses, a method 

of committing funds to financial institutions, types of 

service fees, and types of investments to be made. The board 

may also adopt procedural rules to govern its proceedings." 

NEW SECTION. Section 4. Effective date. This act is 

effective January 1, 1987. 

NEW-SEETfSHo--S~ee±en-5.--e~ordinae±on-instraetiono--i£ 

Senate--a±r~--Noo--%9r--ineiadin~--~he--seee±en-er-ehae-b±%r 

amen~±n~-Are±e~e-Vfff,-~eee~on-Y3,-o£--the--eon~tit~tion--o£ 

the---State---of--Montana,--£a±%~--tlpon--s~bmi~~ion--to--tne 

ereetorate-en-November-4r-l9B6r-thi~--8ee--±s--vo~~--±n--±e~ 

ent±reey. 

-End-
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~ STANDING COMMITTEE REPORT Paqe 1 of s 

March 12 .......................... .19 85 .......... 

MR. 
SPEAKER 

We, your committee 
State Administration 
····················-···················· .................................. . 

hilving had under con$1derat.on ..... --~~~~-~-':: •..•....... Bill No ... ~~-

Blue Third read•ng copy ( -coiOr 

REPLACE PRUDENT MAN RULE WITH PRUDENT EXPERT RULE FOR INVESTMENTS 

Anpectfullv rtpOI't 1s follows: TtMt ....•......•.... .S.enat.~ .......................................................................... Bill No ... ~-*-·· 

BE AMENDED AS FOLLOWS: 

1, Title, line 5, 
Strikeo "CONFORMING" 
Insert: "REVISING LAWS CONCERNING" 

2. Title, line 6, 
Followinq: "PROGRAM" 
Insert: ";" 

3. Title, lines 6 and 7. 
Strike: "WITH" on line 6 through "REMOVE" on line 7 
Insert: "REMOVING CERTAIN" 

4. Title, line 8. 
Strike: "PROVIDE" 
Insert: "PROVIDING" 

~ CONTINUED 

'"Chair~~-

5. Title, line 9. 
Following: '1 SECTIONS" 
Insert: "17-5-609, 17-5-619," 
Following: "17-6-201,• 
Insert: "17-6-203,• 

6. Title, line 10. 
Followinq: •17-6-211," 
Insert: "17-6-305, 17-6-308," 
Strike: "A DELAYED" 

7. Title, line 11. 
Strike: "DATE" 
Insert: "DATES" 

8, Paqe 1. 
Fo1lowinq: line 13 

Ma!':ch 12 

Paqe 2 of 5 
SB 11 

Insert: •section 1. Section 17-5-609, MCA, is amended to read: 

of bonds. The board of investments is 

19 as .. 

"17-5-609. Purchase 
authorized to purchase 
17-5-610 with moneys from 
pre¥ieiene-ei-~~-6-2~!." 

the bonds provided for by 17-5-601 through 
the investment funds7-fte~~~hs~aft8~ft.-tfte 

Section 2. Section 17-5-619, MCA, is amended to read: 

"17-5-619. Purchase 
authorized to purchase 
17-5-620 with moneys from 
previeiens-ei-~~-6-2!1." 

of bonds. The board of investments is 
the bonds provided for by 17-5-611 throuqh 
the investment fundsT-ft&~wi~ftetaft~ift~-~fte 

Renumber: subsequent sections 

9. Paqe 
Strike: 
Insert: 

3, line 1. 
"LONG-TERM" 
"Ret1rement 11 

10. Page 3, line 4. 
Strike: "LONG-TERM" 
Insert: "Retirement" 

11. Page 3, line 6. 
Strike: "LONG-TERM" 
Insert: "Ret1rement" 

12, Page 3, line 8, 
Strike: "SHALL PREVENT" 
Insert: "prevents 1 

CONTINUED 

Chairm•n. 



13. Paqe 5. 
Following: line 4 

. _MaJ:ch 1.2 .. 

Paqe 3 of 5 
SB 11 

-Insert: "Section 4. Section 17-6-203, MCA, is amended to read: 

19 _8~---

"17-6-203. S~parate investment funds. Separat·e investment funds 
shall be maintained as follows: 

Ill the nonexpendable trust funds, including all public school 
funds and funds of the Montana university system and other 
stat~ institutions of learning referred to in sections 2 and 10, 
Article X, Of the 1972 Montana constitution and all money 
referred to in 17-2-102(8). The principal and any part thereof of each 
and every fund constituting the Montana nonexpendable trust fund 
type shall be subject to payment at any time when due under the 
statutory provisions applicable thereto and according to the provi­
sions of _the gift, donation, qrant, legacy, bequest, or devise 
throuqh or from which the particular fund arises. 

(2) a separate investment fund, which may not be held jointly 
with other funds, for money pertaining to each retirement or insur­
ance system now or hereafter maintained by the state, including 
those now maintained under the following statutes: 

(a) the highway patrolmen's retirement system described in 
Title 19, chapter 6; 

(b) the public employees' retirement system described in 
Title 19, chapter 3; 

(r.) the game wardens• retirement system describerl in Title 19, 
chapter 8; 

(d) the teachers' retirement system described in Title 19, 
chapter 4; and 

(e) the industrial accident insurance program described in 
Title 39, chapter 71, part 23; 

(3) a pooled investment fund, including all other accounts 
within the treasury fund structure established by 17-2-102; 

f4) a fund consisting of gifts, donations, grants, legacies, 
bequests, devises, and other contributions made or given for a speci­
fic purpose or under conditions expressed in the qift, donation, 
grant, legacy, bequest, devise, or contribution on the part of the 
state of Montana. to be observed. If such gift, donation, grant, 
leqacy, bequest, devise, or contribution permits investment and is not 
otherwise reRtricted by its terms, it may be treated jointly with 
other such gifts, donations, grants, legacies, bequests, 
devises, or contributions. 

(5) a fund consisting of coal severance taxes allocated thereto 
under section 5, Article IX, of the Montana constitutionr the 
principal of this trust fund shall be permanent an~--iftves~ea--in--~fte 
pe~aissi~!e--iftves~ments--enwmera~eft--in-~Y-6-~~i~ in the event the 
legislature appropriates any part of the principal of this fund by 
vote of three-fourths of the members of each house, such liquida­
tion may create a gain or loss in the principal; and 

CONTINUED 

Cha1rman. 

.J:!.a.~;.c;!}_ ..l? ... 
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.. 19.~-~---

(6) such additional investment funds as may be expressly required 
by law or may be determined by the board of investments to be 
necessary to fulfill ~iduciary responsibilities of the state with 
respect to funds from a particular.source.M 

Renumber: subsequent sections 

14. Paqe 10. 
Following: line 6 
Insert·': "Section 6. Section 17-6.:..305, MCA, is amended to read: 

"17-6-305. Investment of twenty-five percent of the coal tax 
trust fund in the Montana economv. Ill Twenty-five percent of all 
revenue deposited after June 30, 1983, into the permanent cOal 
tax trust fund established in 17-6-203(5) shall be invested in the 
Montana economy with special emphasis on investments in new or 
expanding locally owned enterprises. 

(2) In determining the probable income to be derived from 
investment of this revenue, ae-~e~~i~ee-ey-i~-6-~9~~~~7 the long-term 
benefit to the Montana economy shall be considered. 

(3) The legislature may provide additional procedures to imple­
ment this se·=tion." 

Section 7. Section 17-6-308, MCA, is amended to read: 

"17-6-308. Authorized investments. The Montana in-state invest­
ment fund must be invested ~n-~fte-~ee~~i~iee-aH~her*ee&-ae-permie~ih~e 
~nves~enee-unaer--~~-,-il~--an«--in--any--eefter--eype-ei-~n-seaee 
iftveeemene ~authorized by rules adopted by the board." 

Renumber: subsequent sections 

15. Paqe 10. 
Following: line 14 
Insert: 11 NEW SECTION. Sec;,tion 9 .. Extension of authoJL}.ty. Any 
existing au~or1ty of the ifoard of Znvestments and the~ontana ~anomie 
~velopment card to make rules on the subject of the provisions of 
this act is extended to the provisions of this act.• 

"NEW SECTION. Section 10. Coordination instruction. If Senate Bill 
No. 10, including the sectio~of that bill amending Article VIII, 
section 13, of the Montana ROnstitution, is approved by the electorate 
on November 4, 1986, the word "retirement• appearing three times in 
17-6-201(2) is changed to 11 long-term"." 

Renumber: subsequent ~ection 

CONTINUED 

Ch.ii•rmiln. 



16. Paqe 10, line 15. 
Strike: "date• 
Insert: •dates" 
Strik~: "This act is" 
Insert: "(1) Sections 
October 1, 1985. 

(2) Section 10 is" 

AND AS BE CONCAMENDED URRED IN 

'I"" ..,;,~ ~ 

... M;...n;l:l.lL. 

Paqe 5 of 5 
SB 11 

198.5 ...... . 

1 through 9 and this section are effective 

REP:·~~Ch;;;;;;;~·· 
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SENATE BILL NO. ll 

INTRODUCED BY NEUMAN, TOWE, DANIELS 

BY REQUEST OF JOINT INTERIM SUBCOMMITTEE NO. 3 

A BILL FOR AN ACT ENTITLED: "AN ACT €9NP9RM!H6 REVISING 

LAWS CONCERNING THE UNIFIED INVESTMENT PROGRAML W!~H 

€6NS~!~ll'f!9NAb--A.MENBM.BN~S--!H---SEHl\'fB---Bfbb---l6,---WHf€H 

l\MENBMBN~S---REMBVB REMOVING CERTAIN RESTRICT IONS ON 

INVESTMENT OF PUBLIC FUNDS AND PRBVfBE PROVIDING A "PRUDENT 

EXPERT" STANDARD FOR INVESTMENT OF PUBLIC FUNDS; AMENDING 

SECTIONS 17-5-609, 17-5-619, 17-6-201, 17-6-203, 17-6-211, 

17-6-305, 17-6-308, AND 17-6-324, MCA; AND PROVIDING A 

BBbA¥E9 EFFECTIVE 9A~B DATES." 

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

SECTION 1. SECTION 17-5-609, MCA, IS AMENDED TO READ: 

11 17-5-609. Purchase of bonds. The board of investments 

is authorized to purchase the bonds provided far by 17-5-601 

through 17-5-610 with moneys from the investment funds, 

rtotwitftst8nding-the-previeiens-e£-%~-6-i%i~" 

SECTION 2. SECTION 17-5-619, MCA, IS AMENDED TO READ: 

"17-5-619. Purchase of bonds. The board of investments 

is authorized to purchase the bonds provided for by 17-5-611 

through 17-5-620 with moneys from the investment funds 1 

ftetwi-thst:eftd1::rt9-the-pt"ovisioft~-of-t:~-6-iit." 
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Section 3. Section 17-6-201, MCA, is amended to read: 

"17-6-201. Unified investment program general 

provisions. ('1) The ttni:f:orm unified investment program 

directed by Article VIII, section 13, of the 1972 Montana 

constitution to be provided for public funds shall be 

administered by the board of investments and the Montana 

economic development board in accordance with ARTICLE VIII, 

SECTION 13, OF THE MONTANA CONSTITUTION AND the rtties 

pre~±ded-in-this-eh~peer-and-with-tfte~--deqree--ot--;adgM~nt 

a~d--care7-~ftd~r-e±rcams~anees-Erem-time-~e-t~me~·~~e~aiiinq7 

wh±eft--peep!e--o£--pradenee,--d±seretion,--and--inteiligenee 

exereise--in--the--ma~eqement--o£-tfte±r-ovn-attairs7-net-£or 

~peeaiation-~ttt-fer--in~esement,--eonsider±ng--the--prebabie 

sa£ety-o£-their-eapitar-as-we%i-as-the-pro8able-ineome-to-be 

der±ved,--and--preservatien--o£--pttrena~~ng-power-o£-eap±e~~ 

dttring--per%ede--o£--sast~±ned--~iqh---monetery---±n~ia~±ono 

investmen~s--by--the--Moneana-econom±e-deveiepmen~-beard-are 

%±mi~ed-to-those-made-£rem-the-Montana--±n-sta~e--in~estment 

£ttnd-and-for-tfte-pttrposes-se~-£ereft-in-part-3~ 

t~t--Ai±--state--£ttnds-shall-be-%nvested-and-re±nvested 

in-seettr±t±es-enttmerated-±n-Y~-6-i%%-to-the--maximam--extent 

eo~sistent--w±th-thie-poi±ey-and-w±th-the-~eed-and-t±m±ng-o£ 

eash-expenditttres-£or--part±ett±ar--pHrpeses prudent expert 

principle which requires any investment manager to: 

(a) diss;harge his duties with the care, skill, 
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prudence, and diligence, under the circumstances then 

prevailing, that a prudent person acting "in a like capaci_IT 

with the same resources and familiar with like matters 

exercises in the conduct of an enterprise of a like 

character with like aims; 

(b) diversify the holdings of each fund within the 

unified investment program to minimize_the risk of loss and 

to maximize the rate of return, unless under the 

circumstances it is clearly prudent not to do so; and 

{c) discharge his duties solely in the interest of and 

for the benefit of the funds forming the unified invest~ent 

program. 

( 2) h9N6-'fERM RETIREMENT FUNDS MAY BE INVESTED IN 

COMMON STOCKS OF ANY CORPORATION PROVIDED THAT NO INVESTMENT . . 

MAY BE MADE AT ANY TIME WHICH WOULD CAUSE THE BOOK VALUE OP 

SUCH INVESTMENTS IN ANY h9N6-~ERM RETIRZMENT rUND TO EXCEED 

50% OF THE BOOK VALUE OF SUCH FUND OR WOULD CAUSE THE STOCK 

OF ONE CORPORATION TO EXCEED 2% OF THE BOOK VALUE OF SUCH 

b9H6-~ERM RETIREMENT FUND. 

tzt(J) NOTHING CONTAINED IN THIS SECTION SHAbb-PREVEN~ 

PREVENTS THE UNESTMENT IN ANY BUSINESS ACTIVITY IN MONTANA, 

INCLUDING ACTIVITIES THAT CONTINUE EXISTING JOBS OR CREATE 

NEW JOBS IN MONTANA, IF THE INVESTMENT MEETS THE STANDARD OF 

CARE REQUIRED BY THIS SECTION. IN DISCHARGING ITS DUTIES, 

THE BOARD OF INVESTMENTS AND THE MONTANA ECONOMIC 
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DEVELOPMENT BOARD SHALL CONSIDER THE PRESERVATION OF 

PURCHASING POWER OF CAPITAL DURING PERIODS OF HIGH MONETARY 

INFLATION. 

t3tt%tt3t(4) The board of investments has the sole 

authority to invest state funds other than the Montana 

in-state investment fund. No other agency may invest such 

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. 

t4tf3tt4t(5) The board of investments shall: 

(a) assist agencies with public money to determine if, 

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

{b) determine the amount of surplus treasury cash to 

be investedi 

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

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

t5tt4tt5i(6) 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 bee~ 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 program 
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at their full and true value when found.necessary to raise 

t~oney fo"r payments dUe irom the treasury funds for which the 

securities have been purchased. 

t6tt5tt6t(7J The state treasurer shall keep an account 

of the total of each investrnenL 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. 

titt6tt~t(B) The cost of administering and accounting 

far each investment fund shall be deducted from the inco~e 

therefrom, except that such costs of the nonexpendable trust 

funds shall be paid from 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 4. SECTION 17-6-203, MCA, IS AMENDED TO READ: 

"17-6-203. Separate investment funds. Separate 

investment funds shall be maintained as follows: 

(l) the nonexpendable trust funds, including all 

public school funds and funds of the Montana university 

system and other state institutions of learning referred to 

in sections 2 and 10, Article X, of the 1972 Montana 

constitution and all money referred to in 17-2-102(8). The 

principal and any part thereof of each and every fund 
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constituting the Montana nonexpendable trust fund type shall 

be subject to payment at any time when due under the 

statutory provisions applicable thereto and according to 

the provisions of the gift, donation, grant, legacy, 

bequest, or devise through or from which the particular fund 

arises. 

(2) a separate investment fund, which may not be held 

jointly with other funds, for money pertaining to each 

:etirement or insurance system now or hereafter maintained 

by the state, including those now maintained under the 

following statutes: 

{a) the highway patrolmen's retirement 

described in Title 19, chapter 6; 

{b) the public employees' retirement system 

in Title 19, chapter 3; 

system 

dl!!scribed 

(c) the game wardens' retirement system described in 

Title 19, chapter 8; 

(d) the teachers' retirement system described in Title 

19, chapter 4; and 

(e) the industrial accident insurance program 

described in Title 39, chapter 71, part 23; 

(3) a pooled investment fund, including all other 

accounts within the treasury fund structure estab~ished by 

17-2-102, 

(4) a fund consisting of gifts, donations, grants, 
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legacies, bequests, devises, and other contributions made or 

given for a specific purpose or under conditions expressed 

in the gift, donation, grant, legacy, bequest, devise, or 

contribution on the part of the state of Montana to be 

observed. If such gift, donation, grant, legacy, bequest, 

devise, or contribution permits investment and 1s not 

otherwise restricted by its terms, it may be ~reated joi~tly 

with other such gifts, donations, grants, legacies, 

bequests, devises, or contributions. 

(5) a fund consisting of coal seveeance taxes 

allocated r.hereto under section 5, Article IX, of the 

Montana constitution; the principal of this trust fund s~all 

be permanent and-in~e~ted--in--the--permiss±b±e--inve~tment~ 

e~~merated---~n--iT-6-~ti; in the event the legislature 

approp.r iates any part of the principal of this fund by vote 

of three-fourths of the members of each house, such 

liquidation may create a gain or loss j_i1 the principal; and 

(6) such additional investment funds as may be 

expressly required by law or may be determined by the board 

of investments to be necessary to fulfill fiduciary 

responsibilities of the state with respect to funds from a 

particular source.'' 

Section 5. Section 17-6-211, MCA, is amended to read: 

"!7-6-211. Perm±~!!±b±e---i-nt"e~tments Prefe.rence to 

in-state investment firms -- commitment agreement with board 
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of housing, tit--~he--ee%%owing-eee~ri~±e~-ere-~ermi~~±bie 

in~e3~men~e--for--al~--~~veetment--~~nde--re£erred---to---~n 

~~-6-~93,-exeept-es-indieated~ 

tet--afty--eee~r±t±e3-aH~hor±~ed-to-be-p±edged-to-~~e~~e 

depes±t~-of-pHblie-~ttnds-ttnder-%~-6-193~ 

tbt--bond~,-notes;-debentttre~;--eqai~me~~--ebiiga~ion~, 

o~--any-ot~er-kiftd-o£-8b~eittte-ohitgetion-o£-any-eorperation 

orqan~~ed-and-operating-in-any-sta~e-o~-the-Hnited-Sta~es-or 

in-e~n~da,-±£--the--oh±±~ations--ptlrehaeed--are--payabie--in 

Cl'ni-ted --- Ste~es--doi±ar-s-, --or-of-any-eerporat ion- i n-wh i eh- the 

Bnited-S~&tes-go~er~ent-i~-e-~ot±nq-shareho±de~-hy--eee--o£ 

eongressr---pro¥±ded---that---a%i---investments--ttnde~--th±s 

s~beeetion-tlttbt-mttet-be-rated-ey-one-nat~ona±iy-reeogni~ed 

rat~nq--ageney--among--~he--tep--third--o£---their---q~ai~ty 

~~tegori~s,-not-app~iecbZe-t~-de£~~ited-bonds~ 

tet- -eomm.e '!' eie:±-pe:l'_e r-of-h:t~h:est-qaa l: it y, -a~ -de f ±ned-by 

o~e--nationaiiy---reeogn±%ed--~e:ting--ageney-,--issaed--Oy-a~r 

eorpor~t±en-org~~±~ed-~~d-oper~ti"9--±n--Hny--~~~te--o£--t~e 

Bnited-Seaee~T-p~ov±ded-that~ 

tit--~~eh-~ee~r±~±ee-met~re-±~-~~9-deye-or-±e~~~ 

ti±t-the-festt±ng-ee~~eretion-or-the-perent-eompeny-of-a 

f±no"ee--sttbe±~±ary-ise~i~g-eommereiei-pa~er,-at-~he-t±me-o£ 

t~e-tast-£±na~e±a±-reportin9-per±od,-had-reee%~ed-net-%neome 

a~era~%ng-~i-mii~±on-or-more-ann~ai~y-£or--~he--p~eeed±n9--5 

yee:r5r-e:nd 
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t~~~t-no--in•e~emefte-may-be-ma~e-ae-any-time-~nder-th±s 

s~b~eet~e~-tittet-wft~eb-woMid-e8~se-the-boo~-~a~~e--of--~~eh 

±ftvestme~te-in-any-investment-fund-~o-exeee~-19%-o£-the-book 

¥aitt~--o~--s~ch--£~nd-er-wott~d-ea~se-the-eommerciai-poper-o£ 

any-one-eorporation-to-exeeed-~%-o£-the-boek-~eine--o£--sneh 

£~"d~ 

tdt--bankere~-aecep~aneee-~naranteed-by-any-ban~-hav±n~ 

its--~rine±pai--o££iee-in-any-state-of-the-8~±ted-Stat~s-and 

hav±n~-deposits-in-exeess-oE-$599-mil~±on; 

tet--±nterest-~ear±ng-de~os±ts-in-ban~~T--~tt±~d±ng--·aMd 

ioan-assoeiat~on~,-savin9s-and-io~n-6ssoe~ations,-and-eredit 

ttft~eft~-!o~ated-~ft-Mo~tana~-~~o~±d~d 1-now~~~r7-ehat-the-beare 

of-inve~tment~-~na;i-re~tl~re-p±edged-see~r±tie~-a~-~pee±fiee 

in--r~-6-i6i--ttfteere~t--on--se±d-depo~±e~-~ha!i--ft~e-be-ie~s 

~han-ehe-pr~~a±±in9-rate-ef-~n~erest-bein9-paid-on--depo~±e~ 

of-private-E~nd~t• 

tEt-~~~enetlmbered--rea~--pro~erty,-~±rse-mort9a9e~,-and 

par~±e±pae±ons--in--f±r~t--mortgaqes--on--~nencnmbered--reai 

properey---a~---provided---in--this--s~bsee~±on--tittft--and 

s~bsect±on-tst,-provided-~het~ 

t±t--no-stleh-mortgege-or-mort9age-partteipaeion-may--be 

p~rehased-~nless~ 

tAt--the--pr±ne±pa~--amo~nt--o£-the-±oan-see~red-~y-the 

mor~ga9e-or-mert9age-participat±on-±~-88%--or--less--of--~he 

appra±~ed-vai~e-of-the-properey; 
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tBt--the--pr±ne±pa%--omo~nt--of-the-lean-sec~red-by-the 

mertgege--o~--mertqa~e--~are~eipae~o~--exceeds--89%--e£--the 

appra±~erl--val~e--oi-~he-property-bttt-the-ftmo~~~-o~-the-loan 

i~-exee~~-o£-89%,-determ±ned-oe-the-t±me-ehe-ioan-was--mede, 

~~--9~aranteed--or--±~s~red--~y-a-mortg8ge-±nsttranee-eompany 

wh~eh-the-board--o~--±n~e~tments--hos--determ~ned--to--be--e 

q~al±£±ed-pr±~ate-±ns~rer; 

tet--i5%--or--more-o£-~he-lo8n-or-p8rt±e±pat±on-there~n 

~ee~red-±e-q~aranteed-or-±nsnred-in-the-eveft~-of-de£attit--by 

the-en±ted-States-o£-Am~r±ea-or-an-age~ey-thereo£;-or 

tBt--t~e-mortgagor-has-±ea~ed-~he-mertga~ed-property-to 

a~-~erson,--£±rm,-or-eorperet±on-whose-rental-payments-nnder 

the-iease-are-g~ara~teed-for-~he-£ttil-term-of--the--loan--or 

part±e±pat±on-there±n-by-an-ageney-of-tke-Hn~ted-States~--and 

t±±t-no--±nvestme~t--sha±i--Oe--ma~e--at-eny-t±me-~nder 

~ttb~eet±on-ttttft-whieh-wottid-~ause-the-book-~aYtte--o£--~aeh 

~ft.estments-ift-any-±n~estmeft~-fttftd-to-e~eeed-58%-of-the-b~o~ 

vai~e-o£-s~eh-fttnd;-ona 

t9t--any--other--investment-in-~ny-b~s±ness-a~t±v±ty-±n 

the-state,-±ne~ttdinq-aeti~itie~-thae-eont±n~e-exist±nq--je~s 

o~--ere8te--new--job!--±n-Montana,-provtded-e~at-±n~e~tments 

whieh-do-not-meet-the--req~±rements--o£--sttbsections--t±tt~t 

throttgh--trttft-may-~ot,-±n-th~-a99~e9ate,-exeeed-t9%-of-the 

fttnd-from-whieh-eaeh-stteh-±nve!tment-t~-~adeo 

t~t--fnvestment~-from-the-~eoled-tnve~tment-~tlnd--sh8±i 
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be--re~~rie~~~--~o--~i~ed--±neome--seettr±~±e~--descr~eee--±~ 

~~~seettons-t±ttat-~o-t%ttet-abo~e~ 

t3t--Retirement-fti"ds-aftd--the--fttnd--~ro~ided--£o~--tn 

t7-6-i93,--sttbsection--f4t--m~y-be-±n~esterl-~n-p~eferred-and 

eommon-stoe~s-oE-any-corporat~on-or~anized-anrl-operatinq--~n 

any-~tate-oe-the-Hnited-State~,-pro~±ded-that~ 

tat--tfte--eorporation--has--as~ets--o£-a-·~aitl@-not-%es~ 

tften-~±9-m±i~±on; 

tbt--±£--the--±n~estment--±s---pre~erred---~t~~~~---the 

eor~orHtion~~--a~gre9~te--earninqs--avaiiebie-for-payment-o£ 

~n~erest--enO--preEerred--d±v±dends,--ror--a--p~r±od--~£---5 

eonsec~t±ve-year~-tmmeet~te%y-before-~h~-~ate-of-tn~~stm~~t 1 

h8¥e-been-~t-!ee~t-±-if~-t±me~-the-a9~regat~-~r-±r.te~e~~-a~d 

preferred--dt¥idend~-~e~tlt~ed-te-be-pa±d-O~r~n~-th±~-perio~; 

tct--no-~n~e~~men~--may--be--made--at--a~y--t~me--tlnde~ 

~tlbsection--t3t--w~~e~--weMid--eatl~e--the-book-~aitle-oe-~~eh 

±n~e~tment~-~n-eny-ret±rement-£tlnd-to-exeeed-59%-a£-~he-boo~ 

va%tte--of--~tteh--£nnd--or--wotlld--ea~~e--the--~toe~--o~--one 

eorporat±on---to--ex~eed--r\--of--t~e--~oo~--~aitte--of--~~eh 

retiremene-£Hnd; 

tdt--~tl~~eet±on-t3ttet-doe~-not-eppiy-to-fand~-pre~~ded 

for-tn-i~-6-•S3t4t, 

t4till The board of investments shall endeavor to 

direct its portion of the state's investment business to 

those investment firms and/or :Oanlt!! FINANCIAL INSTITUTIONS 
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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 stat~. ·rhe state's 

investment business will be directed to out-of-state firm:;, 

only when there is a distinct economic advantage to the 

state of Montana. 

tSt ill r£1he-boat"d. -rlou!l:y-in'lfe~t- in -rnor tge:ge-i:~e:ns- £ i:na need: 

hy--ene-board-o£-hoH~ing-±£-the-mo~tqa~~~-a~e-not-in-d.e~attit 

a~d.-~~et-the-t"eq~±rement~-o£-~~b~eetion--tittfto The board 

may enter into a commitment agreemenc with the board oE 

housing at the time of an issue of bonds or notes by r.he 

board ai housing providing for the purchase at a specified 

future date, not to exceed 15 years from the date of the 

issue, of all or any portion of the amount of mortgage loans 

p~rch~sed witn the proceeds of the issue. The board of 

inve~tments m~y charge reasonable fees for any co~~itment 

and may agree to purchase the mortgage loans on terms that 

in the judgment of the board of investments provide a fair 

market rate of return to the purchasers. 

t6t--~he--Mofteana-economte-de~eiopmene-board-ere8terl-±n 

~-±5-!895-mey-±n~est-the-Mon~ana-±n-~tete-±nve~~ment-f~nd-in 

ony-±n--state-inve~tment-aathor~re~-by-±t3-rtl~e~-±n--acidit~en 

~o-:ho~e-~n~~~tmene~-aotnorired-by-th±~-~ee~ien7'' 

SECTION 6. SECTION 17-6-305, MCA, IS AMENDED TO READ: 
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"17-6-305. Investment of twenty-five percent of the 

coal tax trust fund in the Montana economy. (1} Twenty-five 

percent of all revenue deposited after June 30, 1983, into 

the permanent coal tax trust fund established in 17-6-203(5) 

shall be invested in the Montana economy with special 

emphasis on investments in new or expanding locally owned 

enterprises. 

(2) In determining the probable income to be derived 

from investment of this revenue, a~-~~,tli~ed-by-iT-6-~Sit~tr 

the lcng-ter~ benefit to the Montana economy shall oe 

considered. 

( 3) The legislature may provide additional procedures 

to implement this section.~ 

SECTION 7. SECT!ON_17-6-308, MCA, IS AMENDED TO READ: 

''17-6-308. Authorized investments. The Montana 

in-state investment fund must be invested rn-the--~eett~±tie~ 

atltno~±%ed--a~-permi~~~e~e-i"Ye~tment~-ttn0er-~?-6-~ri-e"d-~n 

any-othe-r-~ype-o£-±n-~tate--i:tt\fe~tl'!l.ent ~ authorized by rules 

adopted by the bodrd." 

Section a. Section 17-6-324, MCA, is amended to read: 

"17-6-324. Rulernaking authority. The board may adopt 

rules to implement the prov~sions of this part and 

17-6-2llt57.!.2l_. Rules adopted by tne board may include 

definitions of small- and medium-sized businesses, a method 

25 of corrunitting funds to financial institutions, types of 
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service fees, and types of investments to be made. The board 

may also adopt procedural rules to govern its proceedings." 

NEW SECTION. SECTION 9. EXTENSION OF AUTHORITY. ANY 

EXISTING AUTHORITY OF THE BOARD OF INVESTMENTS AND THE 

MONTANA ECONOMIC DEVELOPMENT BOARD TO MAKE RULES ON THE 

SUBJECT OF THE PROVISIONS OF THIS ACT IS EXTENDED TO THE 

PROVISIONS OF THIS ACT. 

NEW SECTION. SECTION 10. COCRDINATION INSTRUCTION. IF 

SENATE BILL NO. 

AMENDING AR'riCLE 

10, INCLUDING 

VIII, SECTION 

THE 

13, 

SECTICN OF THAT BILL 

OF THE MONTANA 

CONSTITUTION, IS APPRO~~D BY THE ELECTORATE ON NOVEMBER 4, 

1986, THE WORD "RETIREMENT" APPEARING THREE TIMES IN 

!7-6-201(2) IS CHANGED TO "LONG-TERM". 

NEW SECTION~ Section 11. Effective date DATES. ~h~~ 

aet-i~ (l) SECTIONS 1 THROUGH 9 AND THIS SECTION ARE 

EFFECTIVE OCTOBER 1, 1985. 

(2) SECTION 10 IS effective January 1, 1987. 

NEW-SEETf8No--9eet±o~-5.--eoordination-±n~t~ttet±o~o--Tf 

Se nc t e--B±i:l:--No..---- :l9,.-- :i: nci- ttd. :i- ng-- t:h e-- !;eet ± oa-or:- t: ne. t-b :til 

amend±ng-Art:±eie-Yill,-3eet±on-i3T-o£--the--€onst:±t:ttt±on--o£ 

the---St:at:e---o£--MontanaT--£a±i~--ttpon--sttbmi~s±on--to--tne 

eleetorcte-on-November-4,-±986r-this--aet--±~--~e±d--±n--±t~ 

er'lt±rety• 

-End-
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