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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 EXFERT" 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 uniform unified investment program

directed by Article VIII, section 13, of the 1972 Montana
constitution to be provided for public funds shall be
administeted by the board of investments and the Montana
economic development board in accordance with the ruies
provided--in--this--chapter-and-with-that-degree-of - judgment
and-carey-under—cireumstances-£from-time-to-time--prevaitings
which--peopie--af-—-prudencey--discretieny--and--tntekiigence
exercise-in-the-management-of-their--own--affaire;-—-not--for

speculatien——put--for-—investmentr—-considering-the-probabie
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safeby-of-their-capitai-as-weitli-as-the-probablie-ineome-to-be
derivedy-and-preservabion-of--purchasing--power-—of-—capital
during---periods---of--sustained--high--monetary-—infiations
Investments-by-the-Montana-economic--deveiopment--board-—are
iimited-—te--those-made-from-ehe-Montana-tn-state—investment
fund-and-for-the-purpeses-set-farth-in-pare-3+
€23--Atl-state-funds-shaii-be-invested--and--reinvested
in--secuyrities--enumerated—in-17-6-2i:-to-the-maximum-extent
consiacent-with~this-poticy-and-with-the-need-and-timing--of
cash--expenditures--for--particuiar--purposea prudent expert

principle which requires any investment manager to:

{a) dischqrge his duties with the care, skill,

prudence, and diligence, under the c¢citcumstances then

prevailing, that a prudent person acting in a like capacity

with the same resgurces and familiar with like matters

exercises in the conduct of an enterprise of a 1like

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, wunless under the

circumstances it is glearly prudent not to do so, and

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

for the benefit of the funds forming the unified investment

program.
+3}(2) The board of investments has the sole authority

INTRCDUCED BILL
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to invest state funds other than the Montana in-state
invegtment 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.

t+4¥(3) The board of investments shall:

(a) assist agencies with public money to determine if,
when, and how much surplys 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.

¢53{4) 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 tc raise
money for payments due from the treasury funds for which the
securities have been purchased.

£63(5) The state treasurer shall keep an account of

_3_
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the total of each investment fund and of all the iavestments
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+#3{6) 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 reguired for
this purpose shall be appropriated by the legislature from
the respective investment funds.”

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

“i7-6-211. Permissible---investments Preference to

in~state investment firms —- commitment aqgreement with board

of housing. ti¥-Fhe--following--aecurities-—are--permissibie
investments-——for——-atl--investment--funds--referred-——to--in
17-6~-2837-axcept-as-indicateds
ta}--any-sesurities-authorized-to-be-pledged-+o--secure
deposita-of-pubrie-funds-under-17-6-183;
tbi--bonds;-notes;——debentureasr-equipment-ebligqationsr
or-any-sther-kind-of-abssiute-obiigation-of-any--corpoeration
srqanized-and-operating-in-any-state-of-the-United-States-or
in-—Eanada;--i+f——the—-obligationa--purchased--are-payable-—in

Bnited-States-dotlarss-or-cf-any-corporation——-in--which--the

-4-
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Hniked--States-—government-is-a-voting-sharehoider-by-aect-of
eongress;—-pravided--that—--ati---investmenes——-under-—-this
subseeseion-tiitbi-nust-be-rated-hy-one-natienally-recognized
rating-——agency—--ameng--the--top--third—-of--thetr-—quakity
categories7*net—appiieabie-to—defauibed—bondsr
ter-——~commereiat-paper-sf-highest-quatity;-as-defined-by
one-nationatly--recognized--rating--agencys--issned--by--any
ccrpotation-—organi:ed—-and--epernting--in--any—atnte-eﬁ—ehe
dnited-Statesry-previded-thats
+Ey-—such-seeurtties—-mature—in-276-days—or—iess;
tiiy-the-issuing-corperation-or-the-parenc-company-of-a
finance—subaidiary-issuing-commerciat-papery-at—the-time--of
the-tast-Finaretal-reporting-perieds-had-received-net-income
avetaging——5}-—miiiian—-ot-mare-annua}iy—for—the—pteceding-s
years;-and
tiii)-ne-investment-may-be-made-ae-any-time-under--this
subaection-—fiffci——which—wouid-eause—the—bcak-va}ne—of—such
investments-in-any-investment-fund-to-exceed-18%-of-the-book
vatue-eé-such-fund-or-wenid-cause-the--commerciat--paper——of
any-—one-«corpcraticn-to—exceed-i%-of—the—book-vaiue—of—auch
fands
fd}——bankets*—acceptunces-guaranteed—by—any-bank—having
its»principa}«oEfice-in—any-state-af—the—snited——statea——and
having-deposita-in-axcess-of-5580-mitiiens

fe}——interest—beating—wdeposits~—in-bank57—bui}ding-ané
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lean-associationsy-savings-and-ican-associationsy-and-eredit
unions-isecated-in-Montanar-provided;-howeverr-that-the-board
of-inveatments-shati-require-piedged-securities—as-specified
tn-17-6-162-tinterest-on-said-depostta--shati--net--be--iess
than--the-pravaiting-rate~of-interest-being-paid-on-deposits
of -private-fundsyr
tf3-~unencumbered-reai-property;-first--mertgagesy;—-and
participations—-in—--first--mertgages--on——unencumbered-—real
property-—-as--previded--in-—this-——subsectton-——{1t£y-——-and
subsection-{5y7-provided-thats
ti#—-no—-such—merEQnge—ar-mortgage—paréi:ipation-m&y-be
pirchased-untesss
tAy--the-principat—-amount-of-the-ican--aecured--by——the
nortgage—-sr——-mortgage-—parcicipation--is-884-or-tess-of-the
appratsed-vatue-of-the-property;
tBy-—the -mrincipat-amount-of-the-isan--secured-—-hy——che
mertgage--or--mortgage—-participation—-—exceedn—-80%--ef--the
appraised-vaiuve-sf-the—preoperty-but-the-ameunt-of--the——toan
itn--excess-of-Bo%;-determined-at-che-time-the-toan-was-made;
ra-guaranteed-sr-insured-by--a--meregage--tnsurance--¢ampany
which--the--board--of-—investments--has--determined--to-bhe-a
quaiified-private-insurers
t€)--25%-or-more-of-the-iocan-or--participation—-therein
secured--ia-guaranteed-or-insured-in-the-event-of-defanit-by

the-Hnited-States-of-America-cr-an-agency-thereofs-opr

-6-
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tDy--the-mortgagoer—has-ieased-the-mortgaged-property-to
a-person7-firm7—er-cotporation—whose-rentni--payments--un&et
the--tsase-—are-—-guaranteed-for-the-fuii-term-of-the-ioan-or
parti:ipation—therein-by—an—agency*oE—the-Bnited-stahes7—and
fiiy-no-itavestment—shati-be--made--at--any--time-—under
subsectian——{iyt£y--which-wonid-cause-the-bosk-vatue-of-such
inveskments-in-any-investment-fund-to-exceed-50%-of-the-bock
vatve-af-such-funds-and
fg1——nny—athet—énveaement-én—any-businesaw-aeeiviby—-in
the--statey;-inciuding-activities-that-continue-exiating-jobs
ar-create—new-jobs-in-—-Montanar;--provided--that--investments
which--do--not—-meat--¢he-—regquirements-of-subsections-ti}tay
through-fiffff—may-not7—in-the*aggregate7—exceed-iﬁ%—cf-—the
fund-from-which-each-such-investment—is—made~
t23--Investmenta—-from-the-posied-invesement—fund-shat:
pa-—-rastricted--to--fixed--income——securities-—-deseribed--in
subsectiona-{iytay-to—tiytey-aboves
t3}--Retirement——Ffunds--and——the--fund--provided-for-in
17-6-2837-2ubsection—{4)-may-be-itnvested--in--preferred-—and
common--stecks-sf-any-corporation-organized-and-operating-in
any-state-of-the-United-Statesr-provided-chaes
ta}--the-corporation—has-assets—of--a--valtue--not-—less
than-5t0-mititons
tby——if-——the---investment---is-—preferred--stock;-—the

eorporation‘s—uggregaee—eafaings-avaiiubie—*far——paynent——of

-7—
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interest--—-and--preferred--dividenda;——for--a--period--of--5
consecutive-years-immediataly-before-the-date-cf-investmenty
nave-been-at-teast-1-17/2-times-the-aggregate-of-interest-and
preferred-dividends-required-to-be-paid-during-this—-periodsr

tey—--ne—-investment--may--be--made--at-—any--time-under
subsection-{t3}-which-wonid-ecause--the--book--vatve--of--such
invesatments-in-any-retirement—£und-to-exceed-50%-of-the-book
vatue--of--such--fund-—or--weuld--cause—-ehe--steck--of--one
eorperation--to-—exceed--24--of-—the--hook--vatue--of---auch
reetrement-funds;

tdy~-subsection-{3yfec)-does-noe-apply-to-funds-previded
for-tn-17-6-203+43+

t4y(1) The Dboard 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.

15¥(2) The-beard-may-invest-in-mortgage-icans-financed
by-the-board-of-housing-if-the-mortgages—are-not-in--defauit
and--meek--the-~requirements-of-subseetion—{iy¢+£ys 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
investments may charge reasonable fees for any commitment
and may agree to purchase the mortgage leans on terms that
in the Jjudgment of the board of investments provide a fair
market rate of return to the purchasers.

t6y~-Phe-Montana-econemic-development—beard-created--+in
2-15-18085-may-itnavest-the-Montana-in-state-investment-fund-in
any-—in~state—investment-autho;i:ed-byvits-ruies—in-addibion
te-those-investments-authorized-by-this-sections"

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
17-6-21145%(2). 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 tc be made. The bocard
may also adopt procedural rules to govern its proceedings."

NEW SECTION. Section 4. Effective date. This act is
effective January 1, 1987.

NEW SECTION. Section 5. Coordination instruction. If

Senate Bill WNo. 10, 1including the section cf 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 veid in its
entirety.

-End-

_lo_
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APPROCVED BY COMMITTEE
ON STATE ADMINISTRATION

SENATE BILL NO. 11}
INTRODUCED BY KEUMAN, 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 FCR
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 uniform 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 VIIT,

SECTION 13, OF THE MONTANA CONSTITUTION AND the rules

provided—in—this—chapter-and-with—that--degree-—of——jndgment
and——care7vundet-cércnmstances—Efom—timc-to—time—prevaiiing;
-hieh‘—pecpie——oé-—prudenceT—-discretion;—‘and--inte}ligence

axepetse-—in——-the--management--of-their-cwn-affatrss-nee-far
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speeunlation-but-for-~tnvesementy--considering—-the--probabie
safeey-of-their-capirat-gas-welti-as-ehe-probabie-tneceme—to-be
derived;--and--preservatien-—of--purchasing-power-cf-capital
during--periods--ef--suskained--high---menstary---infiations
investments--by—-the--Montana-econcmic-deveiopment-board-are
timited-to-those-made-frem-the-Montana--in-state--investment
fand-and-for-the-purposes-set-forth-in-part-3<c
t2¥--Ati--astate—-funds-shalti-be-invested-and-reinvested
in-securities-enumerated-in-17-6-2t1-to-the--magimum--extent
consistent-—with—this?pciicy-and—uith—the-necd—and-timing—ef

cash-expenditures—-for--partieniar-—purposes prudent expert

principle which requires any investment manager to:

(a) 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 of the funds forming the unified investment

program.

-2- SB L1l
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{2) NOTHING CONTAINED IN THIS SECTION SHALL PREVENT

THE INVESTMENT IN ANY BUSINESS ACTIVITY 1IN MONTANA,

INCLUDING ACTIVITIES THAT CONTINUE EXISTING JOBS OR CREATL

NEW JOBS TN 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.

$33+23(3) The board of 1investments has the sole
authority to invest state funds other than the Montana
ln-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 constituticn of this
state. The board has the power to veto any investments made
under its general supervisicn.

t4yt33(4) 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.

t5+t43(5) 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 been purchased.

t6)15)(6) The state treasurer shall keep an account of
the total of each investment fund and of all the investments
belonging to such fund and of the participation of each
treasury fund account therein and shall make from time to
time such reports with reference thereto as may be directed
by the board of investments.

t73£63(7) 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 poocled 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. Permissihie---inveatments Preference to
in-state investment firms -- commitment agreement with board

-4~ SB 11
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of housing. fi&——?he-—foiiowing-secnrities—are—permissibie
investmenes--for--ati--investment--funds--referred---to---in
17-6-20637;-excepe-as-indicated:
ted~-any--securities-authorized-to-be-piedged-te-secure
depostrs-of-pubiic-funds-under-17-6-1835
tby--bonds;-notesy-debenturesry--equipment--oblitgationsy
er--any-sther-kind-of-abacinte-ebhiigation-af-any-corparation
organtired-and-eperating-in-any-scate-af-the-fnited-Statea-or
in-Canadar-if--the—-ob¥igations--purchased--are--payabie--in
United--Seates-—dottara;-—-or-of-any-corporation-in-whieh-the
Enitted-Stares-goavernment-is-a-voting-sharehotder-by—-act--of
eongress.-—-provided-——that---ati---investments--under--this
subsection-{+3tby-muae-be-rated-by-one-nationaiiy-recognized
rating--agency-—AMSRg--the-—-top—-third-—of-—-their—-—gquatiey
¢categortesy-not-appricable-to-defauited-beonda;
tey--commereral-paper-of-highest-quatity;-as-defined-by
one--nationatty--recognized--rating--aqency;--tasaed--by-any
corporattan-arganizred-and-operating--in--any--stace--af--che
gnrted-Staresy-provided-thats
tity--sush-securiries-marure-tn-279-days-or-iess:
trty-the-isauing-corparatien-sr-the-parent-company-of-a
finance--subaidtary-issuing-commercrat-paper;-at-the-time-of
the-tast-frnanetal-reparting-peritod;-had-recetved-net-rneome
averagthg-St-mititen-or-more-annnatiy-fer-—che--preceding—-5

yearss-and
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t1tty-no--itnvestment-may-be-made-nt-any—-trme-under-this
subsection—{i}{et-which-wantd-cauae-the-bock-value—-aé--sueh
itnvestments—in-any-investment-£fund-te-exceed-18%-of-the-book
vaine--of--such--fund-or-would-cause-the-commerciai-paper-of
any-one-corporation-te-excepd-2i-of-the-book-vatue--of--suech
funds
tdy--bankerst-nceeptances-guaranteed-by-any-bank-having
tea--prineipat--séfice-in-any-state-ef-the-United-States-and
having-depssita-in-excess-of-5500-mittions
tet--interest-bearing-depesres-in-banks;—-buitding--and
toan-assccinkionsy-savings-and-toan-associatrons;-anrd-credit
untons-iscated-in-Moentanar-provided; -however;-that-the-baard
sf-invastments-shail-require-ptedged-securities-aa-specifiad
tn--17-6-182--tinterest--sn--satd-deposita-shatl-not-Be—less
than-ehe-prevailing-rakte-of-interest-betng-paid-on—-deposits
of-private—fumdsys
ff}—-unencumbered--rea}——property;-first—mortgagesr—and
partictpations--in--firse--mortgages--on--unencumbered--reat
praperty---as--—-provided---tn--this--subsection--+1¥¢fy-—and
subsection-1+5};-provided-chaes
ti7——no—such—moftgage—ar—mcrtgugc«participation—mny—~be
purchased-unieass
fai——the——principai——amcunt—-of~thc—iaan-secufed—byvthe
mortgage-or-mortgage-participation-ta-po%--or--items--of-——the

appratsed-vatue-of-the-propertys
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tB-—-the--prineipai--amount--ef-tha-itoan-secured-by-the
mortgage-—-or--mortgage—~partieipation--axceeds--86%-~of--the
appraised--value--of-the-property-but-the-amannt-of-the—toan
tn-excess—of-88%;-determined-at-the-time-the-lsan-was--mades
ta--guaranteed--or--inaured--by-a-mortgage-insurance-company
which-the-board--of --investments--has--determined--to——be——a
guatified-private-tnsurers
tE€y-~-25%-—-er-—more-cf-the-isan-or-participation-etheratn
securad-is-gunaranteed-or-insured-in-the-event-of-defante--by
the-tnited-States-of -America-or-an-agency-therecf;-or
{by-—-the-mortgagor—has-leased-the-mortgaged-property-to
a--parson;--firms;~or-corporation-whose-rental-payments—uandes
the-tease-are-gquaranteed-for-the-futi-term-of--the--ioen--a=
participation-therein-by-an-agency-of-the-tbnited-States;-and
ttty-no--investment--shati--ba--made--at-any-time-under
subsection-{i3(£}-which-wontd-cause-the-book-vatus--eof—-suerh
investments-in-any—tnvestment-fund-to-exceed-50%-of-the-book
vatue-of-asnch-fund;-and
t9}-—any--other-—investment-in-any-business-activity-in
the-stater-itnciuding-activitieas—that-econtinue-extating—-Jobs
sr-—sreate-——new--jobs--in-Montanar;-provided-that-investments
which-do-not-meet-~the--requirements--af--subseecttons--{iytay
throagh--ti}tf1-may-not;-in-the-aggregate;-exceed-10%—of-the
fund-frem-which-sach-such-inveastment-ta-made~-

t24--Inveatments-Frem-the-pacied-investment-fund~-shail
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be--restricted-—to--fixed--income--secortties--described--tn
subsections-tiytaty-to-tiyrfey-abaves
t3)--Recirement-funda-and--the--fund--provided--for--in
1?-6-2037--subsectien-—{t4}-—may-be-inveaced-in-preferred-and
common-stocka-of-any-corporatiorn-organtzed-and-aperating-—-in
any-atate-of-the-Hnitted-Statea;-provided-thats
taj-~the--corporacten-—has--assets--of-a-vatue-nokt-tess
than-§i8-mitttens
tby--tf--the-—tnvestment--is-—-preferred---areeky;-—--the
corperatienls--aggregate-—earntngs--—avatiable-for-payment-of
interest-—-and--preferred--dividends;--for--a--period--of---5
eonsecukive-years-itmmediately-—bhefare-the-dare-af-investmenty
have-been-at-teasc—t-1/2-times-the-aggregate-of-interest-and
preferred--dividende-required-to-be-paid-during-this-periedsr
tef--no-ravestment~-—-may-—-be--made--at--any--time-—under
sabsectian--t3r—~-which--wontd--canse——-the-beok-vatue-of-such
itnvestménta-tn-any-retiremert-fund-ro-exceed-58%-af-che~bosak
vatne--sf--sneh--fund--ar--wodltd--canse--che--stock-—-of--one
corperatron-—-to--exceed--2%--of-——the--bosk--vatue--af-~-such
retirement—fund;
td}-~~subsection-t3rfcy-dees-not-appty-to-funda-provided
far-tn-13-6-203(4}<
t4¥(1) The board of investments shall endeavor to
direct its portion of the state's investment business to

those investment firms and/or banks 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
penefit 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 tc the
state of Montana.

t57(2) Pne-board-may-invese-in-mortgage-ieans-£financed
by--the-baard-of-hoeusing-if-the-moregages-are-not-in-defaute
and-meer-tha-ragquirements-of-subsection--t3)t£ys 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 heousing 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 amouﬁt of mortgage loans
purchased with the proceeds of the issue. The board cof
investments may charge reasonable fees for any commitment
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.

t63+~-Fhe--Mentana-econemic-devetepment-board-created-in
Z-t5-i885-may-invest-the-Mantana—in-state-investment-fund-in
any-im-state-rnvearment-authorized-by-+eta-rutesa-in--addition
to-rhoss-tnvestmenta-authorized-by-thia-sections”

Section 3. Section 17-6-324, MCA, 1s amended to read:

-9- SB 11
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"17-6-324. Rulemaking authority. The board may adopt
rules to implement the provisions of this part and
17-6-211¢5+(2). 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-SEEPION<~-Section-5:—-Coordinatien-inseruction--—-If
Senate--Bili--Ne---18;--incliuding-~-the--section-of-that-bii
amending-Articie-Viii;-section-i37-ef--the~-Eonstitution—-of
the---State---sf--Meontana;--fails--upeon--submissicn--to--the
etectorate-on-November-4;-19867-this-—act--ts--vetd--in——-ita
entiretys

—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, WHICE AMENDMENTS REMOVE RESTRICTIONS ON INVESTMENT
OF PUBLIC FUNDS AND PROVIDE A "PRUDENT EXPERT" STANDARD FOR
INVESTMENT QF PUBLIC FUNDS; AMENDING SECTIONS 17-6-201,
17-6-211, AND 17-45-324, MCA; AND PROVIDING A DELAYED

EPFECTIVE 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 wuniferm 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 ruies

provided-in-this-chapter-and-with-that--degiee--of--judgment
ard--carey-under-circumscances-from-time-to-time-prevatiings
whieh--pecpie~-cf--prudence;--discrecion;--and--intetitgence

exepeise—-in--the--management—-of-their-own-affairs; not-£feor
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specu1atign-but-for-—investnent;--conaiéering~-the—-probabie
:ufety-ef—eheir—capitai—aa-neii-as~ehe-peebabie—ineome—to-be
derived7—-and-—preservation--ef—-purchasing—power—oE-capitai
du:ing-—perioda-—es——sustained—-high-—~monetary~-~in§}ation:
Envestments--by--the--Montana-economie-devetopment-board-are
iimited—to—these—made—ﬁrcm-hhe—uontana——in-state-—investment
Ennd-and-fer-ehe—purposes—set—forth—in-part-ae
fzi——Aii——state--funds—shai1-be—inveated—and—reinvested
in—seeurities-enumerated—in-l?-6—21i—te—the--maximum——extent
censishent——with-thia-peiiey—and-wieh-the—needwand—timing—oi

cnsh-expendibnres-Eot-—particulnrv—purposes prudent expert

principle which requires any investment manager tos

{(a) discharge hisg 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 50; and

te} discharge his duties solely in the interest of and

for the benefit of the funds forming the unified investment

program.

-2~ sg 11

THIRD READING



10
1l
12
13
14
15
16
17
i8
19
20
21
22
2%
24
25

$B 0011/03

(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 BQOOK VALUE OF SUCH

INVESTMENTS 1IN ANY LONG-TERM FUND TO EXCEED 50% OF THE BOQOK

VALUE OF SUCHE FUND OR WOULD CAUSE THE STOCK OF ONE

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

FUND.

£23(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 MONTANA, TF THE INVESTMENT MEETS THE STANDARD OF

CARE REQUTRED BY THIS SECTION. IN DTSCHARGING 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.

+33t2¥¢34{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 te veto any investments made
under its general supervision.

té3¢3re43(53) The boazd of investments sakall:

(a) assist agencies with pubiic 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.

+53¢43t53(6) The board of investments may:

(a) execute deeds of conveyance transferring all real
property obtained through foreclesure 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 tc raise
money for payments due from the treasury funds for which the
securities have been purchased.

t63¢57¢63(7) The state treasurer shall keep an account
of the total of each investment fund and of all the
investments belonging to sueh 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.

t731631t7¥(8) 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

~-4- 58 11
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funds shall be paid from income otherwise receivable from
the éooled investment fund, and the amounts required for
this purpose shall be appropriated by the legislature from
the teépective investment funds.”
Section 2, Section 17-6-211, MCA, is amended to read:
"17-6-211, Permissibie---investments Preference to

in-state investment firms -- commitment agreement with board

of housing. +i)--Phe--folitewing-securicies-are-permissibie
investments--for--ati--investment--funds--referved-——to-——in
17-6-2037-except-as—-indicateds
tay--any—-securities-authorized-to-be-pitedged-to-aecure
deposits—ocf-pubiitc-funda-under-17-6-1637
tby--bondss-nctes;-debenturesy--equipment--obtigationa;
sr—-any-other-kind-of-absaiuvce-obligatien-eof-any-corporation
erganized-and-opetating-in-any-state-of-the-tnited-States-or
in-egnadaw—if——the-—obtigatiens——purchased——are-—payabie——in
Bnited--Seates--dottarsy--sr-of-any-ecorperation-in-which-the
United-States-government-is-a-voting-shareholder-by-~act--of
eongresas---provided---that---ati---investments--under—-thia
subsection-{tiythb)-must-be-rated-by-sne-nationatiy-recognized
rating--agency--ameng--the--top--third--ef-—-their---quatity
eategortesy-not-appiicabie-te-defauited-bonds;
tet--commercint-paper-af-higheat-quatttyr-as-defined-by
one--nationaltiy--ressgnized--rating--ageneyi-—issued--by-any

eorporation-organized-and-operating--in--any--state-—of--the
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United-States;-provided-that:
» tiy--such-securities-mature-in-278-daya-or-teass
fii1—the—issning—cerpo:ahien-er-the-purentvcempany-afua
finance--subsidiary-issuing-commerciai-paper;-at-the-time-of
the—1ast—Einaneéai—reporting—periedr-had—reeeived—net—fncome
avgraging-$i-miiiion—or-more-annuaiiy—for——ehe--preeeding--s
yearss;-and
titit-no--investment-may-be-made-at-any-time-under-this
subsection-tijteci-which-wouid-cause-the-book-vatue--a£—-sueh
tnvesements-in-any-investment-fund-to-exceed-184-of-the-beok
vaiue--of-—:uch*‘Eund~cr-wcuid—causc—the-commercia}-paper—of
any-one-corporation-to-exceed-24-of-the-book-vatue—-of—-such
Fund;
fdi-—bankets*—acceptances—guaranteed-by—nny—bank—having
tts--principal--office-in-any-state-ef-the-Bnited-Stacas—and
having-depoaits-in-excess-cf-5506-mitiiens
fe7—-éntereat-beuring-deposibs-in—bank:7--buiidiﬂg——und
}oan—assoeiations7—aavings—and—}oan—associabions;—and—credit
unicns-tocated-in-Montanar;-provided; however;-that-the-board
of-inveatments-sha}i-requére—piedged-seCQritiea-as":pecified
in--17-6-102--{interest--on--said-depasita-shalli-not-ba-less
than—the—prevaiiing—rnte~o£—interest-being-paid-on—~depoaits
ef-private-funda};
ff}——uneneumbered—-reai——preperty;—Eirst-mcrtgageSTAand

pnrticipations—-én—-fir:t-—martgages——on——unencumbered——reni
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property---as---provided---rp-~this~-sobsection--tE}$+fy--and
subsection—{5y7-provided-thaes
tit-~no-sueh-mortgage-or-maregage-participacton-may——be
purchassd-uniesss
tAy--the-—prinsipat--amoant--of-the-ican-secured-by-the
mortgage-or-mortgage-partictpation-is-Bo%k--or--tess——-ef--the
appraised-vatve-of-the-propertys
tBy--the--principati—-amount--cf-eche-ioan-secured-by-the
mertgage--or--mortgage——partireipation--exceeds--88%——-of—-the
appraised--vaiune--cf-the-property-but-the-amount-ef-the-tcan
in-excess-of-88%7-determined-at—the-time-the-toan-was~--madey
is--guaranteed--ar--insvred--by-a-mortgage-inszrance-company
which-the-board--ef--investments--has--determined--te——be-—-a
quatified-private-insnress
t€}—-25%~—or--more-of-che-isan-er-parttcipation-therein
secured-ia-guaranteed-or-insnred-in-the-event-of-defautt--by
the-bnited-States-of-America-or-an-agency~theresfr-or
tB}--the-mortgager-has-ieaned-the-moregaged-praperey-+o
a--persony~-firmy-er-corperation-whose-rental-payments-under
the-tease—are—guaranteed-fer—the-fuii-term-of--the--ioan--o=
‘pareieipation-therein-by-an-agency-of-the-Hnited-Statess-and
tity-no-—investment--shail--pe--made--at-any-time-under
subsection—tiyt£r-which~wontd-caunse-the-book-vatue--sf--auch
investments~in—any-tavestment-fund-to-exceed-S5d%-of-the-baok

value-of ~such—~Eunds-and
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tgy-~any-—-other--investment-in-any-business-activiey-in
the-statar—inciuding-activities-that-continne—eaincing-—3sbs
or--cregte-—-new——ifebs--in-Montana;-previded-that-investmenes

which-do-not-meet—the--requirements--of--subsections~--tiytay

‘through--{i}t£3-may-nety-tn-the-aggregate;-exceed-16%-of-the

fund-from-which-ench-snch-investment-ts-mades
{23--Fnvestmenta-from-the-pooted-investment-fund-—-shaii

be--restrictad--to-—fixed-—intcome—-securities--describad--in

subsections-ti}tar-to-tiy¢ey-above:
t3y--Recirement~funds-and--the--fund--preovided--for-—-in

1¥-6-283;-~submestion——{t4y—-may-be-invested-in-preferred-and

'eommon—atocha*af*ény—cefpeﬁﬂtien-ﬂfganizedfcnd-aperuting—-in

any-state-of-the-United-Statess-provided-thats
tai--the--corporation--has--assets--of-a-vatue-not-tesas
than-$i0-mititons
tby-—-if-—the--investment--ig---preferrad---stock;———the
corpﬁraticnls——aggregate-—enrnings——avaiiab}e-ﬁef-paymene-oE
tnterest-—and--prefarred--dividenda;-——for--a--peried--of---5
consecutive-years-immediatety-before-the—date-of-investment;
heve-been-at-iteast-1-12-times-the-aggregate-of-interest-and
preferred--dividends-required-to-be-patd-during-this-perteds

ter-—no—investment--may-—-be--made--ar-~any--time--under

‘subsection-—t3r——which--wantd--cavse —the-bosk-vatoe—-sf-gech

investments-in-any-retirement-fund-to-excead-50%-of-the-beoak

vatne——of——aguch-~fund--or--wonid-—-cause--the--shock-—of--ane

~8- 8B 11
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|
eorporation-——-to--exceed--2%--of--the--book--vatue--of--such
retirement-funds
fd1—-subseehian—fB}fci—does-not—nppiy-tp-funds—provided
for-in-7-6-283t4})<
t4¥(1) The board of investments shall endeavor to
direct its portion of the state's investment business to

those investment firms and/or benks PFINANCIAL 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-cf-state firms
only when there is a distinct economic advantage to the
state of Montana.

€53(2) Phe-board-may-inveat-in-mortgage-ioans-financed
by--the-board-ef-heusing-if-the-mortgages-are-not-in-defaunit
and;meet—the—requi:ements—of—subsecbion-—fi}fE}: 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
investments may charge reasonable fees for any commitment

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.
t63--Fhe--Méntana-economic-deveiopment-board-created-in
2-15-1685-may-invest-the-Montana-in-state-inveatment-fund-in
any~in~state—investment—cuthoré:ed-by—&ts—ruies-in-—addition
to-these-investments-authortred-by-this-section:"
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 thisv part and
17-6-2114¢53({2). 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. Secticn 4. Effective date. This act 1is
effective January 1, 1987.
NEW-SEETIONT--Sectien-5---Coardination-instruction-——3£
Senate--Biii--No:--1if87--incinding--the--seckion-of-that-biii
amending-Articie-Vitir-section-t3;-of -the--Conatitution--of
the--—State---of--Montana;--fairs-—upon-—-submissisn--es-——the
aslectorate-on-November-47;-19867-this--act--its--void--in-—-its
entiretys

-End-

-10- SB 11



HOUSE STANDING COMMITTEE REPORT rage 1 of s

.March 12 983

MR, .......5

State Administration

We, your committee on ...

i 1l
having had under consideration Senat Bilh No. e
__Third  ieaging copy (B1U®
color

REPLACE PRUDENT MAN RULE WITH PRUDENT EXPERT RULE FOR INVESTMENTS

Aespectfully report #s follows: That................ SERALE SR 11| | T 2 S

BE AMENDED AS FOLLOWS:

- i. Title, line 5.
Strike; "CONFORMING"
Insert: "REVISING LAWS CORCERNING"

2. Title, line 6,
Following: "PROGRAM"
Insert: "“;*

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

4. Title, line 8.

Strike: T"PROVIDE"
Insert: “PROVIDING"

<}

CONTINUED

T Chgirman.
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5. Title, line 9.

Following: "“SECTIONS"

Insert: "17-5-609, 17-5-619,"
Following: ":17-6-261,"
Insert: "17-6-203,"

6. Title, line 10.

Following: "17-6-211,"
Insert: "17-6-305, 17-6-308B,"
Strike: "A DELAYED"

7. Title, line 11.
S5trike: "DATE"
Insert: “DATES"

8, Page 1.
Following: 1line 13
Insert: "Section 1. Section 17-5-609, MCA, is amended to read:

"17-5-609. Purchase of bonds. The board cf investments is
authorized to purchase the bonds provided for by 17-5-601 through
17-5-610 with moneys from the investment funds7-notwithstanding-the
provisions-of-17-6-211,"

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 fundsy-netwithseanding-the
previsions-of-17-6-213."

Renumber: subsequent sections

9, Page 3, line 1.
Strike: "LONG-TERM"
Insert: "Retirement"

10, Page 13, line 4.
Strike: "LONG-TERM"
Insert: "Retirement"

11. Page 3, line 6.
Strike:s “LONG-TERM"
Insert; "Retirement"”

12, Page 3, line 8,

Strike: "SHALL PREVENT"
Insert: ‘“prevents

CONTINUED

Chairman,
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13. Page 5.
Following: line 4 )
Insert: "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:

{1} the nonexpendable trust funds, including all public school
funds and funds of the Montana university system and other
state institutions cf 1learning 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
atatutory provisions applicable thereto and according to the provi-
sions 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 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 63

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

(e) the game wardens' retirement system described in Title 19,
chapter B;

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

(@) 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;

{¢) a fund consisting of gifts, dcnations, grants, Ilegacies,
bequests, devises, and other contributions made or given for a speci-
fic 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 cobserved. If such gift, donation, grant,
legacy, bequest, devise, or contribution permits investment and is not
otherwise restricted 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 1IX, of the Montana constitution; the
principal of this trust fund shall be permanent and--invested-—in--the
permissible--invesements--enumerated--in-13-6-211; in the event the
legislature appropriates any part of the principal of this fund by
vote of three~fcurths of the members of each house, such liquida-
tion may create a gain or loss in the principal; and

CONTINUED

“chawman.
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{6) such additiconal 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
respact to funds from a particular.source."

Renumber: subseguent sections

14, Page 10.
Following: 1line 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 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, as-vegquived-by-33-6-203{3}; the long-term
benefit to the Montana economy shall be considered.

(3) The legislature may provide additional procedures to imple-
ment this section."

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 in-the-seceuribies-anthorired-as-permissible
invesemergs-undar-—37-6-2ii--and-~in-~any--~other--eype-af-in-state
énvestment as authorized by rules adopted by the board.®

Renumber: subseguent sections

15. Page 10. .

Following: line 14

Insert: "NEW SECTION. Section 9. .Extension of authority. BAny

existing autﬁorlty of the ﬁhard of ¥nvestments and the Montana FEonomic
velopment 2oard 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, inciuding the sectlop of that bill amending Article VIII,
section 13, of the Montana Ponstitution, is approved by the electorate
on November 4, 1986, the word "retirement" appearing three times in
17-6-201(2) is changed to "long-~term"."

Renumber: subsequent section

CONTINUED

Charman.
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16. Page 10, line 15,
Strike: “"date"
Inserts; “dates”
Strike: "Thias act is"
Insert: "{l)} Sections 1 through 9 and this section are effective
October 1, 1985.

(2) Section 10 is"

AND AS AMENDED
BE CONCURRED IN

WALTER SRLES 0

pa 5o




49th Legislature

o W N e

w

10
il
12
13

i4

16
17
18
19
20
21
22
23
24

25

SB 0011/04

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 EONPORMINS REVISING

LAWS CONCERNING THE UNIFIED INVESTMENT .PROGRAML WiFH

EONSPEPHT IONAD-~AMENPMENYS--EN---SENRPE--~B¥bb—--187~--WHEIEH

AMENBMENPS---REMOVE REMOVING CERTATN RESTRICTIONS ON

INVESTMENT OF PUBLIC FUNDS AND PROVEBE PROVIDING A "PRUDENT
E£XPERT" 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

BEBLA¥ED EFFECTIVE BATE DATES."

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

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

"17-5-608. Purchase of bonds, The board of investments
is authorized to purchase the bonds provided for by 17-5-6C1
through 17-5-610 with moneys from the investment fundss
neewithatanding-the-provisions-of-17-6-2::."

SECTICN 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 fundsy

fnoewithatanding—the~provistons-ef-:73-6-2%."
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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 wuniferm 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 rutes

provided-in-this-chapter-and-with-that--degree--of-—-Judgmentc
and--care7-under-circumacances-from—time-to-time-prevailing;
which--peopie--of--prudences;—-diascrettony——and--intetiigence
exereise-—in-—-the--managemenct—-of-cheir-own-affatrar-not-£for
apecutation-but-far--invesementy——econsidering—-the--probabie
safery-of-cheir-caprtat-as-weti-as-the-propable-income—to-be
derived;--and--preservarion--of--purehasing-power-ocf-capital
during--periods--af--sustained--high---monetary---infiacion-
Investments-——by-—-the—-Montana-economiec~development-board-are
timieed-eo-those-made-£rom—che-dMontana--in-state--investmens
fund-and-for-the-purpeses-set—forth-in-part-3-
1t2y--At1-—-state——funds-shall-be-invested-and-reinvested
tn-securities—encnerated-in-17-6-2ti-to-the-—-maximum--extent
eonsistent--with-this-poticy-and-with-the-need-and-timing-of

cash-expendieures-for--partieniar-—purpeses prudent expert

principle which reguires any investment manager to:

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

-2- SB 11
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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 hcldings of each fund within the

unified investment program to _minimize the risk of loss and

to maximize the rate of return, uniess under the

circumstances it is clearly prudent not to do so; and

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

for the benefit of the funds forming the unified investment

program.
(2} LENG-PERM 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 BOQX VALUE OF

SUCH INVESTMENTS IN ANY LONG-9ERM RETIRZMENT PUND TO EZXCEED

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

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

BONG-PERM RETIREMENT FUND.

+23(3) NOTHING CONTAINED IN THIS SECTION SHALE-PREVENY?

PREVENTS THE INVESTMENT IN ANY BUSINESS ACTIVITY IN MONTANA,

INCLUDING ACTIVITIES THAT CONTINUE EXTSTING JOUBS 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

-3~ sB 11
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DEVELOPMENT BOARD SHALL CONSIDER THE PRESERVATION QF

PURCHASING POWER OF CAPITAL DURING PERIODS QF HIGH MONETARY

. INFLATION.

t33£24{33{(4) The board of investments has the sole
authority to invest state funds other than the Mcntana
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
ander its general supervision.

t43£3¥¢4¥(5) The bcard 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 amcunt of surplus treasury cash to
be invested;

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

(d} prepare the claim tc pay for the investmenat.

+5¥t43t5}(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 been received therefor;

(b) direct the withdrawal of any Eunds deposited by or
for the state treasurer pursuant to 17-6-101 and 17-6-105;

{c) direct the =ale of any securities in the program

-4~ SB 11
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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.

t63t5+£63(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.

¢3¥t61£¢73{8) The cost of administering and accounting
far 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 pocoled 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 TQ READ:

"17-6-203. Separate investment funds. Separate
investment funds shall be maintained as follows:

(1) the nonexpendable trust funds, including all
public school Ffunds and <funds of the Montana university
system and other state institutions of learning referred to
in sections 2 and 10, Article X, of the 1372 Montana

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

principal and any part thereaf of each and every fund

=5- SB 11
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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 wmoney pertaining to each
recirement Or insurance system now or hereafter maintained
by the state, including those now maintained under the
following statutes:

{aj the highway patrolmen's retirement system
described in Title 19, chapter 6;

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

(cy 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 acclident 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;

(4) a fund consisting of gifts, donations, grants,

-6= SB Il
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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 is not
otherwise restricted by its terms, it may be treated jointly
with other such gifts, donaticns, grants, legacies,
bequesis, devises, or contributions.

{5y a fund consisting of coal severance taxes
allocated chereto under section 5, Article IX, of the
Montana constitution; the principal of this trust fund shall
be permanent and-invested--in--the--permissibte--investments
enomerated———in--17-6~2%t%; in the event the legislature
appropriates any part of the principal of this fund by wvote
of three-fourths of the members of each house, such
liquidation may create a gain or loss in 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 fiduc:iary
responsibilities of the state with respect to funds from a
particular source.”

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

"17-6-211. Permissibie--—jinvestments Preference to
in-state investment firms -- commitment agreement with board
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of housing. +{it}--Phe--folritowing-securities-are-permisstbie
investments——for--ati--investment--£funds—-rveferred-—--to---in
+7-6-2037-excepb-as-rndicateds
tat--any-—securities-antherired-to-be-ptedged-to-secure
depostta-of-pubtic-funds-under-137-6-1937
tbi-—bonds;-nstes;-debanturesr——equipment--ebiigatienssy
or--any-sther-kind-of-absoiunte-sbliigarien-of-any-corporation
ergantzed-and-operating~-+n-any-stare-of-the-Hnited-Seates-or
in-Eanadar-+f-—the--obitgationa--purchased--are--payabie-—in
Hnited--States--dottare;--or-of-any-corporation-in—-whteh-the
nited-Staces-government—ta-a-votitng-sharehoider-by--act—-of
congress;-——-—previded--—that---att-—--investments--under--this
subsection-{itbi-must-be-raved-by-one-narionatiy-recognized
rating--—ageney-—-amsng--the-—top-~third--of-—-their-~-gquatzty
categortas;-net-appiicabre-to-defantited-bondas
ter--commereiat-paper-cf-hishest-gquatrityy-as-defined-by
ene--mpatteonatiy--reesqgaized--rating--agencyr--tssued--by-any
corporatton-organtzed-and-sperating--in-—any--state--of——tha
Hnited-Stabasy-provided-thaes
tiy--suech-securitrtes-mature~in-278-days-or-teass
tity-the-issuing-esrparation-or-the-parent-company-of-a
fimance--subsidtary-tsauing-commerciat-paperr—at-che-titme-of
tha-iast-financiat-reporting-pertod;-~had-recazved-nat-tncome
averaging-$i-mittiton-or-mere-annnaiiy-for-—-she--preaseding--5

yearsr—and

-8- SB 11
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titiy-no--investment-may-be-made-at-any-time-under-this
subsection-tiFtey-whiteh-vould-cause-the-book-vaitne-——of-—such
tavestments—in-any-investment—fund-ro-exceed-10%-o0f-the-back
vatne--sf--such--fund-or-wonitd-cause-the-commerciai-paper-of
any-one-corporatisn-to-egeead-23-cf-the-book-vatne~-of--such
fund+
td}--bankers!-acceptances-gquaranteed-by-any-bank-having
tta--principat--cffice-in-any-state-of-the-Bnited-States-and
raving-deposits-tn-excess-of-5580-mititens
tey——itnterest-bearing-depostta-in-bankay;--buittding--and
ioan-assactarions;-savings-and-taan-assacrarisns;-and-credie
wnians-Iocated-in-Montanar-providsd;-hewever;-chat-tne-board
ef-tnvestments-shati-ragquire-pledged-securities-as-aspecifiad
in--13-6-182--tinterest--on—-said-deposits-shati-not-be-teas
than-the-praveiitng-rate-sf-incerast-bheing-patd-on—-deposits
sf-private—fundsts
{£¥--anencumbered--reat--preperty;-£firse-mortgages;-and
pareicipatiens-—-in--firse--mortgages——en--unencumbsred--reai
properey--—as---provided---in--this—-subseeriton--t++t£3-—and
subsectton-t5y7-provided-thats
fiy--no-suesh-mortgage-or-mortgage-participation-may--be
purchased-uniesss
tA¥y--the--principat--amount-—-of-the-ioan-secored-by-the
meregege-or-martgage-participation-+9-88--or-—teag-~of-—rha

apprarsed-vatuve-of-the-propertys
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tBy--the--principat--gmount--of-the-toan-secured-py-the
mortgage——-or--mortgage--participation--exceeds--88%--of--rhe
appraised--vatue--of-the-property-but-the-amount-of-the-toan
itn-excean-sf-Bhk;-determined-at-the-eima-the-toan-was--made;
is--guaranteed--or--insured--by-a-mortgage-insurance-company
which-the-beard--of-—inveatments—-has--determined-~to--be--a
quatified-private-insurers
t€3--25%-—or-—-more-cf-the-ican-er-parcitcipacion—therein
seeured-ia-quarantesd-or-insured-in-che-evenr-of-defauit-—-by
the-Bnited-Seates-sé-america-ar-an-agency-thereafr-or
{Bf--ehe-martgagor-nas-lteased-the-mortgaged-properey-to
a--persan;-—firmy-or-corparation-whose-rentai-payments—-uander
the-iease-are-guarantesd-for-the-fuit-eerm-of-~-the--isan--or
parsieiparion—tharein-by—an-agency-af-the-tnttad-States:-and
{tit}-no--investment--shati--pe--made--ae-any-time-under
subsection-¢Irtfi-which-wonid-cavse-the-boak-vaive-—-sf-—snech
inveatments-in-any-investment~fund-eo-encand-50%-af-the-book
vatue-of-such-fund;-and
tg}-—any--sther--inveatment-in-any-business-acktivity-in
the-stater—including-activities-that-continne-existing——jobs
apr--creste--new--jobs--in~Monetana;-pravided-that-invearmants
whieck-do-not-meet-the--requirementa--ef--aubsectrons--tiyta}
throngh'—fiiff}—may—not;—in—the—uggfegateT-exeeedfiB%-cE-the
fund-from-which-sach-such-tnvesemenc-ia-mades

t2¥--Investments-from-rthe-pocted-investment-fund--shati

-10- SB 11
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ba--pastrictad--to--fined——income-—securities-—-described--in
aukssestions—{iftai-ro-+iiter—above:
+3t--Rerirement-funds-and--the--fund--provided--for--in
17-6-283;-—-subsection--—{4y-—-may-be-inveated-in-preferred-and
cemmen-stosks-of-any-corporattron-erganired-and-operatng-—in
any-state-sf-the-United-States;-previded-thats
tay--the~-~ecorporation--has--assets--of-a-vaige-not-tess
than-5i0-mittions
thy-—-—if~-the-—itnvestment--ts——-preferred---atackr-~--the
corperatianis--aggragate--earnings--avaitabie-for-paymenc-of
intensst——and-—-prefearred--dividenda;-—for--a~-pertod--af---¢
sonsacytive-years-immediatety-before-the-dacre-sf-investmant;
have-bean-at-teaast-i-i/2-times-the-aggregate—of-intecesc-ané
preferred--dividends-reguired-to-be-paid-during-this-period;
te}-—me-tnvestment--may--be--made--at--any--time--under
subsectien——+3y--which--wouid--cause--the-bock-vatue-of-such
itnvestments-in-any-retireament-fund-to-exceed-56%-0f-+he-book
vatune-~af-—such--fund--or--wentd--cavse--the--steek--of--one
cosparation--—to--exceed--2%--of ——the--book--vatue--of~-auch
retirament—fund;
+tdy--asuhsection~t33tci-does—net-appity-+ta-£Lunds-previded
for-tn-13-6-263¢4y~
+4¥(1) The board of investments shall endeavor to
direct its pertion of the state's investment business tao

those investment firms and/or manks FINANCIAL TINSTITUTIONS
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which maintain offices in the state and thereby make
contributions to the state EeCONomy . 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 Qdistinct economic advantage to the
state of Montana.

t23(2) Fhe-beard-may-invest-in-mortgage~itcana-financed
by-—the~board-of-housing-if-the-mortgages-are~-not-tn-defauit
and-meat-the-requirements-of-aubsection--ti3t€yc The board
may enkter intc 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
investments may charge reasonable fees for any commitment
and may agree tc 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.

t6}-—Fhe--Montana-ecenamic-deveiopneant-board-crearad-in
Z-15-1805-may-tnvest—the-Monkara—tn-state-investment—fund-in
any-in-atate-invesement-ankthorired-by-tta-rutes-rn--additran
te-chome-itnvestmenta—anthorized-by-thia-secrianc"

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 Meontana 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(35)
shall be invested in the Montana economy with special
emphasis on investments in new ar expanding locally owned
enterprises.

{2) In determining the probable income to be derived
from investment of this revenue, as-resquired-by-37-5-28%¢1++
the long-term benefit to the Montana economy shail be
considered.

{3) The legislature may provide additional procedures
to implement this section.”

SECTION 7. SECTION 17-6-308, MCA, IS AMENDED TO READ:

"17-6-308. Authorized investments. The Montana
in-state investment fund must be invested ta-the--sscurities
authearized--as-permissibie-investmenca-nnder-:27--2ti-and-+n
any-other-cype~cf-in-state-invesement as authorized by rules
adopted by the board."

Section 8. Section 17-6-324, MCA, is5 amended to read:

"17-6-324. Rulemaking autheority, The board may adopt
rules to implement the provisions of chis part and
17-6-~21145%(2). Rules adopted by the board may include
definitions cf small- and medium-sized businesses, a method

of committing Ffunds 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 AUTHQORITY OF THE BOARD OF INVESTMENTS AND THE

MONTANA ECONOMIC DEVELOPMENT BOARD TOQO MAKE RULES ON THE

SUBJECT QF THE PROVISIONS QOF THIS ACT IS EXTENDED TO THE

PROVISIONS OF THIS ACT.

NEW SECTION. SECTION 10, COORDINATION INSTRUCTION. IF

SENATE BILL NO. 10, INCLUDING THE SECTICN OF THAT BILL

AMENDING ARTICLE VIII, SECTION 13, aF THE MONTANA

CONSTITUTION, IS APPROVED BY THE ELECTORATE ON NOVEMBER 4,

1986, THE WORD "RETIREMENT" APPEARING THREE TIMES IN

17-6-201{2) IS CHANGED TO "LONG-TERM".

NEW SECTION. Section 11. Effective date DATES. This

act-is (1) SECTIONS 1 THROUGH 9 AND THIS SECTION ARE

EFFECTIVE OCTOBER 1, 1585,

(2) SECTION 10 IS5 effective January 1, 1987.

REW-SEEFIONs—-Section-5:--Ceordination-inatructions-—3f£
Senate--Bitt--Ner--187~-incliuding--the--seetion-af-rthact-bii}
amending-Articie-Viif;-seceiton-t3y-af--ehe—-Eanstitution--of
ehe———Seate-—-of —Montana;--faiis--upan--submission--to--the
electorate-on-November—4:-19086+-this--act~~r9-——votd-~tn-—tts
entiréey7

-Eng-
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