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A BILL FOR AN ACT 

FINANCIAL INSTITUTIONS TO INVEST FUNDS IN UNITED STATES 

OBLIGATIONS EITHER DIRECTLY OR IN THE FORM OF SECURITIES OF 

OR OTHER INTERESTS IN CERTAIN INVESTMENT COMPANIES OR 

INVESTMENT TRUSTS; AND AMENDING SECTIONS 17-6-103, 32-1-107, 

32-1-421, 32-1-424, AND 32-2-406, MCA." 

BE IT ENAC'rED BY THE LEGISLATURE OF THE STATE OF MONTANA: 

Section 1. section 17-6-103, MCA, is amended to read: 

"17-6-103. Security for deposits of public funds. The 

following kinds of securities may be pledged or guarantees 

may be issued to secure deposits of public funds: 

(1) direct obligations of the United States; 

(2) securities as to which the payment of principal 

and interest is guaranteed by the United States; 

(3) securities issued or fully guaranteed by the 

following agencies of the United States or their successors, 

whether or not guaranteed by the United States: 

(a) commodity credit corporation: 

(b) federal intermediate credit banks; 

(c) federal land bank; 

(d) bank for cooperatives; 
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(e) federal home loan banks; 

(f) federal national mortgage association; 

(g) government national mortgage association; 

(h) small business administration; 

(i) federal housing administration; and 

(j) federal home loan mortgage corporation; 

(4} general obligation bonds of the state or of any 

county, city, school district, or other political 

subdivision of the state; 

(5) revenue bonds of any county, city, or other 

political subdivision of the state, when backed by the full 

faith and credit of ~tteh the subdivision or when the 

revenues pledged to the payment of the bonds are derived 

from a water or se..,er system and the issuer has covenanted 

to establish and maintain rates and charges for the system 

in an amount sufficient to produce revenues equal to at 

least 125% of the average annual principal and interest due 

on all bonds payable eor-~tteh from the revenues during the 

outstanding term of ~tteh the bonds; 

(6) interest-bearing warrants of the state or of any 

county, city, school district, or other political 

subdivision of the state issued in evidence u[ claims in an 

amount which, with all other claims on the same fund, do not 

exceed the amount validly appropriated in the current budget 

for expenditure from the fund in the year in which they are 

-2- INTRODUCED BILL 
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issuedi 

(7) obligations of housing authorities of the state 

secured by a pledge of annual contributions or by a loan 

agreement made by the United States or any agency thereof 

providing for contributions or a loan sufficient with other 

funds pledged to pay the principal of and interest on the 

obligations when due. Subject to rules prescribed by the 

department of commerce, the bonds and other obligations made 

eligible for investment in 32-1-424(3)~ and 7-15-4505 may 

be used as security for all deposits of public funds or 

obligations for which depository bonds or any kind of bonds 

or other securities are required or may by law be deposited 

as security. 

(8) general obligation bonds of other states and of 

municipalities, counties, and school districts of other 

states; 

(9) undertaking o~ guarantees issued by a surety 

company authorized to do business in the state; 

(10) first mortgages and trust indentures on real 

property. The depository shall, on a quarterly basis, 

certify to the state treasurer that sufficient first 

mortgages and trust indentures on real property are 

available and segregated to secure deposits of public funds. 

The board of investments shall determine the amount of 

security required. 
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(11) bonds issued pursuant to Title 7, chapter 12, 

parts 21, 41, and 42; 

(12) bonds issued pursuant to Title 90, chapter 6, part 

1; 

(13) revenue bonds issued by any unit of the university 

system of the state of Montana; 

(14) advance refunded bonds 

obligations of the United 

irrevocable escrow; and 

states 

secured 

treasury 

by direct 

held in 

{15) linked deposit loan obligations incurred U11der 

80-14-203. (Subsection (15) terminates June 30, 1989--sec. 

6, Ch. 57, L. 1987.)" 

Section 2. Section 32-1-107, MCA, is amended to read: 

•]2-1-107~ Trust company defined -- purposes for which 

may be formed~ The term "trust company" means any 

corporation wh±eh that is incorporated under the laws of 

this state for any one or more of the following purposes: 

(l) to receive money~ money in trust and to accumulate 

the ~ame money at snch rates of interest as may be obtained 

or agreed upon or to allow sneh interest the~eon on the 

money as may be agreed upon; 

(2) to accept and execute all ~tteh trusts a11d petform 

sneh the duties o£-every-de~eript±o~-8~-mey-be committed to 

them by any person or--per~ons--wha~soever or by any 

corporations or may be committed or transferred to them by 
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order of any of the courts of record of this state or any 

other state or of the United States; 

{3) to take and accept by grant, assignment, transfer, 

devise, or bequest and hold any real or personal estate or 

trust created in accordance with the laws of this state or 

any other state or of the United States and execute ~tteh ~~ 

legal trusts in regard to the same on ~tteh the terms as may 

be declared, established, or agreed upon in regard enere~o 

to the estate or trust; 

(4) to act as agent for the investment of money for 

other persons or corporations and as agents for persons and 

corporations for the purpose of issuing, registering, 

transferring, or countersigning the certificates of stock, 

bonds, or other evidence of debt of any corporation, 

association, municipality, state, or public authority as may 

be agreed upon; 

(5) to accept from and execute trusts for married 

persons in respect to their individual property, whether 

real or personal, and act as agents for them in the 

management of ~neh the property and generally to have and 

exercise ~aeh powers as are usually had and exercised by 

trust companies; 

(6) to act as trustee, assignee, or receiver in all 

cases where it ~ha~r-be is lawful for any court of record, 

officer, corporation, or person to appoint a trustee, 
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assignee, or receiver and to be appointed a trustee, 

assignee, or receiver and to be appointed, commissioned, and 

act as administrator of any estate, executor of any last 

will and testament of any deceased person, and as guardian 

of the person and estate of any minor or minors or of the 

estate of any person of unsound mind, spendthrift, habitual 

drunkard, or other persons disqualified or unable to manage 

their estates; 

(7) to loan money upon unencumbered real estate, 

collateral, or personal security and execute and issue notes 

and debentures payable at a future date and to ple1~ge its 

mortgages upon real estate and other secur1ties as security 

therefor for t~ notes and debentures; 

(8) to buy and sell: 

(a) government, state, county, municipal, and other 

bonds;. The trust company may invest in United __ Stat~.~ 

obligations either directly __ or in the form of securi:._~_!§'s of 

or other interests in a_0 _?_Qen-end or closed-end ~~nage~':"~~­

type investment company or investment trust regislere--1 under 

the Investment Company Act ot 1940 (15 U.S.C. 

BOa-64), as am~nded, if: 

aoa-1 t_~_ro~ 

(i) the. portfolio of the inve~~~!2_l_ co~~~ 

investment trust is limited to United St~tes_~~~ner~ 

obligC!~ions and repurchase agreements _fu_l~l~~~5:il:_~~~~ 

~ited States government obligations; and 
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(ii) the investment company or investment trust takes 

delivery of the collateral for any repurchase agreement, 

either directly or through an authorized custodian. 

(b) all kinds of negotiable, nonnegotiable, and 

commercial paper, stocks, and other investment securities; 

and 

(c) gold and silver bullion, foreign coins, bills of 

exchange, and foreign and domestic exchange; 

{9} to accept, receive, and hold money on deposit, 

payable either on time or on demand, with or without 

interest, as may be agreed upon with the depositors; to take 

and receive from any individual or corporation on deposit 

for safekeeping and storage, gold and silver plate, jewelry, 

stocks, securities, and other valuable and personal 

property; to collect coupons, interest, and dividends on 

~e±d-ebo~e-de~eribed securities described in this section; 

and to rent out the use of safes and other receptacles on 

their premises upon ~tteh terms and for ~tteh compensation as 

may be agreed upon." 

Section 3. Section 32-1-421, MCA, is amended to read: 

"32-1-421. Investment of capital of savings banks. (1) 

The term ''savings bank" as used in this section sh8~i--meen 

mean~ any bank organized to do the business specified in 

32-1-106. 

(2) l~ At least one-half of the paid-in capital of a 
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savings bank and one-half of the whole amount deposited 

there±n in the savings bank must be invested in bonds or 

other securities of the United States or any of the states 

of the United States or any county, city, town, or school 

district of this state on which interest is regularly 

payable or federal land bank bonds or loaned er on 

unencumbered real estate worth at least double the amount to 

be secured. 

~ The remainder may be invested in the-a£ore~aid 

ehere:eter-or bonds or_ securities listed in subsection (£l_i~ 

or in approved personal secur i ties 7 ..:... b~:~t-no Howeve_£_!._ -~ loan 

Mtl~t may_~~~ be made on personal securities of less than two 

responsible persons or collateral security to be approved by 

the directors, and no~ loan upon personal security ~h~ll 

!!'_~y_ not be made to any one person or partnership to an 

amount exceeding ~10,000. 

(C) Investments in ~ited _ _______§_!~te::; go~_!?r_0_menl 

obligations permitted under subsection ( 2) (a) or ll_LL~f!!.~ 

be made either directly or ~n the form of securities of -~r 

other interests in an open-end or closed-end management --~YP~ 

investment company_or investment trust registe!~~~nde~ 

Investment Compa!2_.'L Act of 1940 (15 u.s.c. 80a-_!____!:hrough 

BOa-64), as amen~ed, if: 

1l_L _ ___!!_1~ __ ___E~rtfolio of the investment ---~-Q~p_any or 

investment trusl lS limited to United 5~-~~?__gr,ve~_!l~~~-~ 
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obligations and repurchase agreements fully collateralized 

~United States government obligations; and 

(ii) the investment company or investment trust takes 

delivery of the collateral for any repurchase agreement, 

either directly or through an authorized custodi~~· 

(3) No~ president, vice-president, director, or other 

officer or servant of a savings bank sha±i may not directly 

or indirectly borrow any of the funds of sttch the bank or of 

its deposits or in any manner use the same in his private 

affairs or businessr--nor--sha±±--al"ly ..!....._ __ ~ director may not 

receive any pay, salary, or emolument until stleh the 

interest as the directors sha~± have determined to allow 

depositors ~ha~~-ha~e has been provided for in accordance 

with the regulations of the corporation. 

(4) The real estate whieh-~aeh that the corporation 

may lawfully purchase, hold, and convey is the real estate 

that is: 

(a} ~~en---a~---may---be necessary for the proper 

transaction of its business, not exceeding in value $50,000; 

(b) ~Heh-aS-~8 mortgaged to it in good faith for 

mo~ey~ money loaned in--par~uanee--o£--the--pro~±~±o~~-of 

pursuant to this chapter or given as security for money 

loaned or advanced; 

(c) saen--as--i~ purchased at the sale on judgment or 

decree obtained or rendered on money !!SO loaned or a.dvanced. 
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(5} Savings banks organized under the provisions of 

this chapter ma~t ~ not purchase, hold, or convey real 

estate in any other case or for any other purpose than 

here±~ is specified in ~~E~ection (4) and shall ~ not buy 

or sell any personal property, except such as may be 

necessary for the proper transaction of its business or ~aeh 

as may have been pledged, mortgaged, or assigned to it to 

secure mot'1ey~ money loaned or advanced, 11 

Section 4. Section 32-l-424, MCA, is amended to rearJ: 

"32-1-424. Investments of financial institutions. ( l) 

Trust and investment companies may lease, purchase, hold, 

and convey all real or personal property necessary to carry 

on their authorized business, as well as ~ueh the real or 

personal property a~ the board of directors considers 

necessary to acquire in the enforcement or settlement of any 

claims or demands arising out of business transactions and 

may execute and issue, in the transaction of their business, 

all necessary receipts, certificates, and contracts. 

(2) The board of directors of at'1y-~tle~ ~ corporation 

may invest the capital and assets of the corporation and 

keep the ~ame capital and assets invested in securities to 

be approved by the board, and the board may make ~ttert 

investments of its capital and assets and of the funds 

accumulated by its business, including money, deposits, or 

any part thereof, in negotiable or nonnegotiable notes or 

-10-
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bonds, mortgages on unencumbered real estate, stocks and 

bonds of corporations, or bonds and warrants of any county, 

city, town, or school district of this state or any other 

state of the United States legally authorized to issue the 

same bonds or warrants, or bonds or obligations of the 

United States. 

(3} Notwithstanding other provisions of the law, it is 

lawful for a bank, trust company, investment company or 

other financial institution operating under the laws of this 

state to invest the funds or money in its custody or 

possession, eligible for investment, in: 

~ debentures issued by the federal housing 

administrator and in obligations of national mortgage 

associations~; and 

{b) United States government obligations, either 

directly or in the form of securities of or other in~erests 

in an open-end or closed-end management type investment 

company or investment trust registered under the Investment 

Company Act of 1940 (15 U.S.C. 80a-l through 80a-64), as 

amended, if: 

l_ij the portfolio of the investment company or 

investment trust is limited to United States government 

obligations and repurchase agreements fully collateralized 

by United States government obli9ations; and 

(ii) the investment company ~~ __ investment trust_ takes 

-11-

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

ll 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

LC 1534/01 

delivery of the collateral for any repurchase agreement, 

either directly or through an authorized custodian. 

(4) An investment in United States government_ 

obligations as provided in subsection ( 3) (b) may not be made 

for a term longer than 5 years.'' 

Section 5. Section 32-2-406, MCA, is amended to read: 

"32-2-406. Investments. (l) A building and loan 

association may invest the money of the association in: 

(a) the bonds and securities of the United States, 

bonds and other obligations guaranteed as to interest and 

principal by the United States, and the stocks, bonds, 

debentures, and other securities and obligations of any 

federal home loan bank created under the laws of the United 

States, eithe~ directly or in the form of securities of or 

other interests in an open-end or ~lased-end manaqemen_~ 

investment company or investment trust registered under the 

Investmen~ .. Company Act of 19~_Q. (15 U.S.C. 80a-l !____~!~~ 

SOa-64), as amended, if: 

i_i_) the portfolio of the investment company or 

investment trust is limited to United States~vernment_ 

obligations and repurchase agreements ful~~ater~l_ized 

by United States government obliqation_s; and 

(ii) the investme~t company or investment trust takes 

delivery of the co_~ lateral for any _repurchase agr~e-~~~ 

either directly or through an a~tho~iz~d cus~odia~; 

-12-
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lb) the bonds and warrants of any state and of any 

county, city, or school district of the state of Montana; 

(c) the obligations of the federal savings and loan 

insurance corporation lawfully issued pursuant to Title IV 

of the National Housing Act; 

(d) improved real estate wh±e~ that has been sold 

under contract, including suburban homes but not including 

farm lands or mining property. However, the total amount 

9 remaining ~o invested in real estate, excluding real estate 

10 otherwise acquired, may not exceed 15% of its assets. The 

11 amount ~o invested in real estate may not exceed 85% of the 

12 price stipulated in the contract of sale or 85% of the value 

13 of the property ~o purchased, whichever is the lesser. 

14 (e) other bonds, securities, and investments, not to 

15 exceed 10\ of the a-ssociation assets. 

16 

17 

(2) Not over 10\ of the assets of an association may 

be invested in home office buildings, furniture, and 

18 fixtures. Other real property acquired in any manner or for 

19 any purpose may not be held for more than 5 years, except by 

20 permission of the department. 

21 (3) Notwithstanding other provisions of the law, it is 

22 lawful for a building and loan association or other 

23 financial institution operating under the laws of thi~ state 

24 to invest the funds or money in its custody or possession, 

25 eligible for investment, in debentures issued by the federal 
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of national 

authority .. Any 

subj~ct of the existing authority to make 

provisions of [this act] 

[this act]. 

is extended to the provisions of 
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APPROVED BY COMM. ON BUSINESS 
AND ECONOMIC DEVELOP I£NT 

~)£ BILL NO. (/3 ~ 
INTRODUC~~r~~~~~ 
fJ~ iJ • _/, c--1 I, 

\ j"C . ft'IGiZ!:~fl- /rt • L t < ~~ 

A BILL FOR AN ACT ENTITLED: "AN ACT 

FINANCIAL INSTITUTIONS TO INVEST FUNDS IN UNITED STATES 

OBLIGATIONS EITHER DIRECTLY OR IN THE FORM OF SECURITIES OF 

OR OTHER INTERESTS IN CERTAIN INVESTMENT COMPANIES OR 

INVESTMENT TRUSTS: AND AMENDING SECTIONS 17-6-103, 32-1-107, 

32-l-421, 32-1-424, AND 32-2-406, MCA." 

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

Section 1. Section 17-6-103, MCA, is amended to read: 

"17-6-103. Security for deposits of public funds. The 

following kinds of securities may be pledged or guarantees 

may be issued to secure deposits of public funds: 

(1) direct obligations of the United States; 

(2) securities as to which the payment of principal 

and interest is guaranteed by the United States; 

(3) securities issued or fully guaranteed by the 

following agencies of the United States or their successors, 

whether or not guaranteed by the United States: 

(a) commodity credit corporation; 

(b) federal intermediate credit banks; 

(c) federal land bank; 

(d) bank for cooperatives; 

~na ,..,,.,.,, .. C~no< 
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(e) federal home loan banks; 

(f) federal national mortgage association; 

(g) government national mortgage association; 

{h) small business administration; 

(i) federal housing administration; and 

(j) federal home loan mortgage corporation; 

(4) general obligation bonds of the state or of any 

county, city, school district, or other political 

subdivision of the state; 

{5) revenue bonds of any county, city, or other 

political subdivision of the state, when backed by the full 

faith and credit of ~~e~ the subdivision or when the 

revenues pledged to the payment of the bonds are derived 

from a water or sewer system and the issuer has covenanted 

to establish and maintain rates and charges for the system 

in an amount sufficient to produce revenues equal to at 

least 125% of the average annual principal and interest due 

an all bonds payable fo~-~ueh from the revenues during the 

outstanding term of ~~~h the bonds; 

(6) interest-bearing warrants of the state or of any 

county, city, school district, or other political 

subdivision of the state issued in evidence of claims in an 

amount which, with all other claims on the same fund, do nat 

exceed the amount validly appropriated in the current budget 

for expenditure from the fund in the year in which they are 

-2- SECOND READING 
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issued; 

(7) obligations of housing authorities of the state 

secured by a pledge of annual contributions or by a loan 

agreement made by the United States or any agency thereof 

providing for contributions or a loan sufficient with ather 

funds pledged to pay the principal of and interest on the 

obligations when due. Subject to rules prescribed by the 

department of commerce, the bonds and other obligations made 

eligible for investment in 32-1-424(3)~ and 7-15-4505 may 

be used as security for all deposits of public funds or 

obligations for which depository bonds or any kind of bonds 

or other securities are required or may by law be deposited 

as security. 

(8} general obligation bonds of other states and of 

municipalities, counties, and school districts of other 

states; 

(9) undertaking or guarantees issued by a surety 

company authorized to do business in the state; 

(10) first mortgages and trust indentures on real 

property. The depository shall, on a quarterly basis, 

certify to the state treasurer that sufficient first 

mortgages and trust indentures on real property are 

available and segregated to secure deposits of public funds. 

The board of investments shall determine the amount of 

securily required. 
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(11) bonds issued pursuant to Title 7, chapter 12, 

parts 21, 41, and 42: 

{12) bonds issued pursuant to Title 90, chapter 6, part 

1; 

(13) revenue bonds issued by any unit of the university 

system of the state of Montana; 

(14) advance refunded bonds 

obligations of the United 

irrevocable escrow; and 

States 

secured 

treasery 

by direct 

held in 

{15) linked deposit loan obligations incurred under 

80-14-203. (Subsection (15) terminates June 30, 1989--sec. 

6, Ch. 57, L. 1987.)" 

Section 2. Section 32-1-107, MCA, is amended to read: 

"32-1-107. Trust company defined-- purposes for which 

may be formed. The term "trust company" means any 

corporation whieh that is incorporated under the laws of 

this state for any one or more of the following purposes: 

(1) to receive money~ mon~2 in trust and to accumulate 

the same money at s~eh rates of interest as may be obtained 

or agreed upon or to allow ~tte~ interest the~eon on the 

money as may be agreed upon; 

(2) to accept and execute all ~tle~ trusts and perform 

~tleh the duties ef-every-deseript±o~-o~-m~y-be committed to 

them by any person er--persons--wh~:~t~oe"'e1"' or by- any 

corporations or may be conunitted or lr.;~.nsferred to them by 
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order of any of the courts of record of this state or any 

other state or of the United States; 

(3) to take and accept ry grant, assignment, transfer, 

devise, or bequest and hold any real or personal estate or 

trust created in accordance with the laws of this state or 

any other state or of the United States and execute ~tteh the 

legal trusts in regard to the same on !ttteh the terms as may 

be declared, established, or agreed upon in regard thereto 

to the estate or trust; 

{4) to act as agent for the investment of money for 

other persons or corporations and as agents for persons and 

corporations for the purpose of issuing, registering, 

transferring, or countersigning the certificates of stock, 

bonds, or other evidence of debt of any corporation, 

association, municipality, state, or public authority as may 

be agreed upon; 

(5) to accept from and execute trusts for married 

persons in respect to their individual property, whether 

real or personal, and act as agents for them in the 

management of Stleh the property and generally to have and 

exercise ~~e~ powers as are usually had and exercised by 

trust companies; 

(6) to act as trustee, assignee, or receiver in all 

cases where it ~har±-be is lawful for any court of record, 

officer, corporation, or person to appoint a trustee, 
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assignee, or receiver and to be appointed a trustee, 

assignee, or receiver and to be appointed, commissioned, and 

act as administrator of any estate, executor of any last 

will and testament of any deceased person, and as guardian 

of the person and estate of any minor or minors or of the 

estate of any person of unsound mind, spendthrift, habitual 

drunkard, or other persons disqualified or unable to manage 

their estatesi 

(7) to loan money upon unencumbered real estate, 

collateral, or personal security and execute and issue notes 

and debentures payable at a future date and to pledge its 

mortgages upon real estate and other securities as security 

therefor for the notes and debentures; 

(6) to buy and sell: 

(a) government, state, county, municipal, and other 

bonds;~ trust C?mpany may invest in United States 

obligations either ~irectly or in the form of securities of 

or other .interes~s in an open~end or closed-end management 

type investment company or investment trust registere~ under: 

the Investment Company Act ot 1940 (15 U.S.C. 80a-l thr~~~ 

eaa-64_), as amended, if: 

(i) the portfolio ~~ investment company or 

investment trust is limited to United St~~~~~ 

obligations and repurchase agree~j?nts fully collater.?-1 ized 

~_United States goy~n_ment oblig_~_tions!..~~n~ 
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(ii) the investment company or investment trust takes 

delivery of the collateral for any repurchase agreement, 

either directly or through an authorized custodian. 

(b) all kinds of negotiable, nonnegotiable, and 

commercial paper, stocks, and other investment securities; 

and 

(c) gold and silver bullion, foreign coins 1 bills of 

exchange, and foreign and domestic exchange; 

(9) to accept, receive, and hold money on deposit, 

payable either on time or on demand, with or without 

interest, as may be agreed upon with the depositors; to take 

and rece1ve from any individual or corporation on deposit 

for safekeeping and storage, gold and silver plate, jewelry, 

stocks, securities, and other 

property; to collect coupons, 

valuable and personal 

interest, and dividends on 

~e:±d-ebove-de!eri-bed securities described in this -~ection; 

and to rent out the use of safes and other receptacles on 

their premises upon !tleh terms and for ~tleh compensation as 

may be agreed upon." 

Section 3. Section 32-1-421, MCA, is amended to read: 

"32-1-421. Investment of capital of savings banks. {1) 

The term 11 Savings bank" as used in this section :!he:ii--ll'l.e.e.n 

means any bank organized to do the business specified in 

32-1-106. 

(2} ~At least one-half of the paid-in capital of a 
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savings bank and one-half of the whole amount deposited 

therein in the savings bank must be invested in bonds or 

other securities of the United States or any of the states 

of the United States or any county, city, town, or school 

district of this state on which interest is regularly 

payable or federal land bank bonds or loaned o~ on 

unencumbered real estate worth at least double the amount to 

be secured. 

1£1 The remainder may be invested in tne-e:Eore~a±d 

eheraeeer-of bonds or securities listed in subsection (2){a) 

or in approved personal securities,~ btt~-no However, a loan 

mtl~t may not be made on personal securities of less than two 

responsible persons or collateral security to be approved by 

the directors, and no~ loan upon personal security ~hell 

~ not be made to any one person or partnership to an 

amount exceeding $10r000. 

~~~~stments in United Sta~es government 

obligations per~itted under subsection (2}(a) ~r (2)(b) may 

be made __ ~ither directly or in the form of securities of or 

~5her interests in an open-end or closed-end management type 

inve~tmenl com_p?-~Y.- or investment trust ~stered under the 

Investment.:_ Company Act of 1940 (15 u.s .. c. 80a-l throu9!:!_ 

60a-64~~enq.ed !.~ ~_(,; 

(i) the portfolio of the investment company or 

inves~_ment~ trust is l_imited to Unite~ ~.~~tes ,government 
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obligations and repurchase agreements fully collateralized 

by United States government obligations; and 

(ii) the investment co~any or investment trust takes 

delivery of the collateral for ~repurcha~eement, 

either directly or through an authorized custodian. 

(3) He~ president, vice-president, director, or other 

officer or servant of a savings bank ~hail ~_not directly 

or indirectly borrow any of the funds of ~~eh the bank or of 

its deposits or in any manner use the same in his private 

affairs or business..,--nor--~hail--al"':y..:.._~ director may not 

receive any pay, salary, or emolument until ~ttch the 

interest as the directors shail have determined to allow 

depositors ~ftol~-have has been provided for in accordance 

with the regulations of the corporation. 

(4) The real estate vh±eh-~~en that the corporation 

may lawfully purchase, hold, and convey is the real estate 

that is: 

(a) s~e~---as---~ay---be necessary for the proper 

transaction of its business, not exceeding in value $50,000: 

(b) s~eh-as-~s mortgaged to it in good faith for 

moft~Y~ money loaned ~n--p~rsttaftee--o£--e~e--~~eYision~-of 

pursuant to this chapter or given as security for money 

loaned or advanced; 

(c) s~eh--as-->s purchased at the sale on judgment or 

decree obtained or rendered on money se loaned or advanced. 
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(5} Savings banks organized under the provisions of 

this chapter mtt~e ~ not purchase, hold, or convey real 

estate in any other case or for any other purpose than 

h~rein is specified i~ subsection 1!1 and ~hall ~ not buy 

or sell any personal property, except such as may be 

-necessary for the proper transaction of its business or stteh 

as may have been pledged, mortgaged, or assigned to it to 

secure moneys money loaned or advanced." 

Section 4. Section 32-l-424, MCA, is amended to read: 

•]2-1-424. Investments of financial institutions. ( 1) 

Trust and investment companies may lease, purchase, hold, 

and convey all real or personal property necessary to carry 

on their authorized business, as well as stteh the real or 

personal property as the board of directors considers 

necessary to acquire in the enforcement or settlement of any 

claims or demands arising out of business transactions and 

may execute and issue, in the transaction of their business, 

all necessary receipts, certificates, and contracts. 

(2) The board of directors of any-~~eh ~ corporation 

may invest the capital and assets of the corporation and 

keep the same capital and assets invested in securities to 

be approved by the board, and the board may make ~~eh 

investments of its capital and assets and of the funds 

accumulated by its business, includinq money, deposits, or 

any part thereof, in negotiable or nonnegotiable notes or 

-10-
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bands, mo~tgages on unencumbered real estate, stocks and 

bonds of corporations, or bonds and warrants of any county, 

city, town, or school district of this state or any other 

state of the United States legally authorized to issue the 

~am~ bonds or warrants, or bonds or obligations of the 

United States. 

(3) Notwithstanding other provisions of the law, it is 

lawful for a bank, trust company, investment company or 

other financial institution operating under the laws of this 

state to invest the funds or money in its custody or 

possession, eligible for investment, in: 

~ debentures issued by the federal housing 

administrator and in obligations of national mortgage 

associations.; and 

(b) United States government obliga~ions, either 

directly or in the form of securities of or other interests 

in an open-end or closed-end management type investment 

~ompany or investment t~ust registered under the Investment 

Company Act of 1940 (15 U.S.C. 80a-1 through 80a-64), as 

~~e!'ded,. if : 

(i) the portfolio of.~the _!~~estment company or 

investment trust is limited .-~f!it~d States government 

obligations and repurchase agreem~t-~~~__!_l!..!...!.Y collateralized 

by United States government obliga_!~-9~~-L and 

(ii) the investment company or i~vestment trust takes 
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delivery of the collateral for any repurchase agreement, 

either directly or through an authorized custodian. 

(4) An investment in United States government 

obligations as provided in subsection {3)_(b) may not be made 

~~rm longer than 5 years." 

Section 5. Section 32-2-406, MCA, is amended to read: 

"32-2-406. Investments. (1) A building and loan 

association may invest the money of the association in: 

(a) the bonds and securities of the United States, 

bonds and other obligations guaranteed as to interest and 

principal by the United States, and the stocks, bonds, 

debentures, and other securities and obligations of any 

federal home loan bank created under the laws of the United 

States, either directly or_in the form of secu!ities of or 

other interests in an open-end or closed-end management type 

investment company or investment trust registered under the 

Investmen~ Company Act of 1940 (15 U.S.C. 80a-l through 

Soa-64), as amended, if: 

ill_ the portfolio of the investment company or 

l_nye~t:~e_l_l_t_ trust is limited to Uni_~ed States government 

obligations and repurchase agreements fully collateralized 

by United States government obligations; and 

(ii) the investment company or invest_ment trust takes 

delivery of the collateral for any repurchase agreement, 

ei~_l:!er directly or through an au.~horized custodian: 

-12-



l 

2 

3 

4 

5 

6 

7 

8 

LC 1534/01 

(b) the bonds and warrants of any state and of any 

county, city, or school district of the state of Montana; 

(c) the obligations of the federal savings and loan 

insurance corporation lawfully issued pursuant to Title IV 

of the National Housing Act; 

(d) improved real estate w~+eh that has been sold 

under contract, including suburban homes but not including 

farm lands or mining property. However, the total amount 

9 remaining ~o invested in real estate, excluding real estate 

10 otherwise acquired, may not exceed 15% of its assets. The 

ll amount ~o invested in real estate may not exceed SSt of the 

12 price stipulated in the contract of sale or 85% of the value 

13 of the property ~o purchased, whichever is the lesser. 

14 {e) other bonds, securities, and investments, not to 

15 exceed 10% of the association assets. 

16 

17 

18 

19 

20 

{2)' Not over 10\ of the assets of an association may 

be invested in home office buildings, furniturer and 

fixtures. Other real property acquired in any manner or for 

any purpose may not be held for more than 5 years, except by 

permission of the department. 

21 (3) Notwithstanding other provisions of the law, it is 

22 lawful for a building and loan association or other 

23 financial institution operating under the laws of this state 

24 to invest the funds or money in its custody or possession, 

25 eligible for investment, in debentures issued by the federal 
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of national 

authority. Any 

subject of the 

provisions of [this act} is extended to the provisions of 

[this act]. 
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A BILL FOR AN ACT 

FINANCIAL INSTITUTIONS TO INVEST FUNDS IN UNITED STATES 

OBLIGATIONS EITHER DIRECTLY OR IN THE FORM OF SECURITIES OF 

OR OTHER INTERESTS IN CERTAIN INVESTMENT COMPANIES OR 

INVESTMENT TRUSTS: AND AMENDING SECTIONS 17-6-103, 32-1-107, 

32-1-421, 32-1-424, AND 32-2-406, MCA." 

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

Section 1. Section 17-6-103, MCA, is amended to read: 

•17-6-lOle Security for deposits of public funds. The 

following kinds of securities may be pledged or guarantees 

may be issued to secure deposits of public funds: 

(1) direct obligations of the United States; 

(2) securities as to which the payment of principal 

and interest is guaranteed by the United States; 

(3) securities issued or fully guaranteed by the 

following agencies of the United States or their successors, 

whether or not guaranteed by the United States: 

(a) commodity credit corporation; 

(b) federal intermediate credit banks; 

(c) federal land bank; 

(d) bank for cooperatives; 

~~ , .. ,.,.,, •• couno< 
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(e) federal home loan banks; 

(f) federal national mortgage association; 

(g) government national mortgage association; 

(h) small business administration; 

(i) federal housing administration~ and 

(j) federal home loan mortgage corporation; 

(4} general obligation bonds of the state or of any 

county, city, school district, or other political 

subdivision of the state; 

(5) revenue bonds of any county, city, or other 

political subdivision of the state, when backed by the full 

faith and credit of stteh the subdivision or when the 

revenues pledged to the payment of the bonds are derived 

from a water or sewer system and the issuer has covenanted 

to establish and maintain rates and charges for the system 

in an amount sufficient to produce revenues equal to at 

least 125\ of the average annual principal and interest due 

on all bonds payable £er-stle~ from the revenues during the 

outstanding te~m of s~eh the bonds; 

(6) interest-bearing warrants of the state or of any 

county, city, school district, or other political 

subdivision of the state issued in evidence of claims in an 

amount which, with all other claims on the same fund, do not 

exceed the amount validly appropriated in the current budget 

for expenditure from the fund in the year in which they are 

-2- THIRD READING 
\-\~ '-\;~0 
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issued; 

{7) obligations of housing. authorities of the state 

secured by a pledge of annual contributions or by a loan 

agreement made by the United States or any agency thereof 

providing for contributions or a loan sufficient with other 

funds pledged to pay the principal of and interest on the 

obligations when due. Subject to rules prescribed by the 

department of commerce, the bonds and other obligations made 

eligible for investment in 32-1-424(3)~ and 7-15-4505 may 

be used as security for all deposits of public funds or 

obligations for which depository bonds or any kind of bonds 

or other securities are required or may by law be deposited 

as security. 

(8) general obligation bonds of other states and of 

municipalities, counties, and school districts of other 

states; 

{9) undertaking or guarantees issued by a surety 

company authorized to do business in the state; 

(10) first mortgages and trust indentures on real 

property. The depository shall, on a quarterly basis, 

certify to the state treasurer that sufficient first 

mortgages and trust indentures on real property are 

available and segregated to secure deposits of public funds. 

The board of investments shall determine the amount of 

security required. 
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(11) bonds issued pursuant to Title 7, chapter 12, 

parts 21, 41, and 42; 

{12) bonds issued pursuant to Title 90, chapter 6, part 

l: 

(13) revenue bonds issued by any unit of the university 

system of the state of Montana; 

{14) advance refunded 

obligations of the United 

irrevocable escrow; and 

bonds 

States 

secured 

treasury 

by direct 

held in 

(15) linked deposit loan obligations incurred under 

80-14-203. (Subsection (15) terminates June 30, 1989--sec. 

6, Ch. 57, L. 1987.)" 

Section 2. Section 32-l-107, MCA, is amended to r.ead: 

"32-1-107. Trust company defined -- purposes for which 

may be formed. The term 11 trust company" means any 

corporation whieh that is incorporated under the laws of 

this state for any one or more of the following purposes: 

(1) to receive moneys money in trust and to accumulate 

the same money'at s~ch rates of interest as may be obtained 

or agreed upon or to allow stteh interest the~ee" 2E the 

man~ as may be agreed upon; 

(2) to accept and execute all s~ch trusts and perform 

e~ch the duties e£-every-descriptie"-a~-may-be committed to 

them by any person or--per~o"5--whae~oe¥er or by any 

corporations or may be committed or transferred to them by 
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order of any of the courts of record of this state or any 

other state or of the United States: 

(3) to take and accept by grant, assignment, transfer, 

devise, or bequest and hold any real or personal estate or 

trust created in accordance with the laws of this state or 

any other state or of the United States and execute SHch the 

legal trusts in regard to the same on s~eh the terms as may 

be declared, established, or agreed upon in regard the~eto 

to the estate or trust; 

(4) to act as agent for the investment of money for 

other persons or corporations and as agents for persons and 

corporations for the purpose of issuing, registering, 

transferring, or countersigning the certificates of stock, 

bonds, or other evidence of debt of any corporation, 

association, municipality, state, or public authority as may 

be agreed upon; 

(5) to accept from and execute trusts for married 

persons in respect to their individual property, whether 

real or personal, and act as agents for them in the 

management of ~tteh the property and generally to have and 

exercise s~eh powers as are usually had and exercised by 

trust companies; 

(6} to act as trustee, assignee, or receiver in all 

cases where it shalt-be is lawful for any court of record, 

officer, corporation, or person to appoint a trustee, 
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assignee, or receiver and to be appointed a trustee, 

assignee, or receiver and to be appointed, commissioned, and 

act as administrator of any estate, executor of any last 

will and testament of any deceased person, and as guardian 

of the person and estate of any minor or minors or of the 

estate of any person of unsound mind, spendthrift, habitual 

drunkard, or other persons disqualified or unable to manage 

their estates; 

(7) to loan money upon unencumbered real estate, 

collateral, or personal security and execute and issue notes 

and debentures payable at a future date and to pledge its 

mortgages upon real estate and other securities as security 

thereior for the notes and debentures; 

(8) to buy and sell: 

(a) government, state, county, municipal, and other 

bonds;. The trust company may invest !n United States 

obligations either directly or in the form of secuFities of 

or other interests in an open-end or closed-end management 

type investment company or investment trust registered under 

the Investment Company Act of 1940 (15 u.s.c. BOa-1 through 

aoa-64), as ame~ded, if: 

(i) the _Qortfo1io of the investment company or 

investment trust is limited to United States government 

obligations and repurchase agreement? fully collateralized 

by United States government obligations; and 
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{ii} the investment company or investment trust takes 

delivery of the collateral for any repurchase agreement, 

either directly or through an authorized custodian. 

(b) all kinds of negotiable, nonnegotiable, and 

commercial paper, stocks, and other investment securities; 

and 

(c) gold and silver bullion, foreign coins, bills of 

exchange, and foreign and domestic exchange; 

(9) to accept, receive, and hold money on deposit, 

payable either on time or on demand, with or without 

interest, as may be agreed upon with the depositors; to take 

and receive from any individual or corporation on deposit 

for safekeeping and storage, gold and silver plate, jewelry, 

stocks, securities, and other valuable and personal 

property; to collect coupons, interest, and dividends on 

~a~a-abo~e-de~~~~bed securities described in this sectio~; 

and to rent out the use of safes and other receptacles on 

their premises upon Stteh terms and for ~~en compensation as 

may be agreed upon." 

Section 3. Section 32-1-421, MCA, is amended to read: 

•]2-1-421. Investment of capital of savings banks. (1} 

The term "savings bank" as used in this section shall--mean 

means any bank organized to do the business specified in 

32-1-106. 

(2) !_a)_ At least one-half of the paid-in capital of a 
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savings bank and one-half of the whole amount deposited 

therein in the savings bank must be invested in bonds or 

other securities of the United States or any of the states 

of the United States or any county, city, town, or school 

district of this state on which interest is regularly 

payable or federal land bank bonds or loaned e~ on 

unencumbered real estate worth at least double the amount to 

be secured. 

~ The remainder may be invested in ~he-8£o~e~aid 

eh8r8eter-e£ bonds or securities listed in subsection (2}(a) 

or in approved personal securities,~ bttt-~o However, a loan 

mtl~t may not be made on personal securities of less than two 

responsible persons or collateral security to be approved by 

the directors, and ~o ~ loan upon personal security she!~ 

~not be made to any o~e person or partnership to an 

amount exceeding $10,000. 

(c) Investments ~n United States government 

obligations permitted under s_~bsection (2){a) or (2)(b) may 

be made either directly or in the form of securities of or 

~ _ _t_!l~~-!: interests in an open-end _or closed-end manageme~-~~­

investment company or investm~nt trust registered under the 

Inv~strnent Company Act of 1940 (15 u.s.c. _80a-l through 

!Q~:§4), as amended, if: 

(i) the portfolio of the investment company or 

investment trust is --~imi!~d to United States government 

-8-
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obligations and repurchase agreements fully collateralized 

by united States government obligations; and 

(ii) the investment company or investment trust takes 

delivery of the collateral for any repurchase agreement, 

either directly or through an authorized custodian. 

(3) He ~president, vice-president, director, or other 

officer or servant of a savings bank shall may not directly 

or indirectly borrow any of the funds of s~eft the bank or of 

its deposits or in any manner use the same in his private 

affairs or business,--nor--~hell--any~ director rna~ 

receive any pay, salary, or emolument until ~tteh the 

interest as the directors ~h8il have determined to allow 

depositors shell-h~ve has been provided for in accordance 

with the regulations of the corporation. 

(4) The real estate w~~eh-sneh that the corporation 

may lawfully purchase, hold, and convey is the real estate 

that is: 

(a) 8tle~---as---may---be necessary for the proper 

transaction of its business, not exceeding in value $50,000: 

(b) Stleh-as-~s mortgaged to it in good faith for 

moneys money loaned in--p~rsttanee--of--the--prov±sions-o£ 

pursuant to this chapter or given as security for money 

loaned or advanced; 

(c) ~~e~--as--is purchased at the sale on judgment or 

decree obtained or rendered on money so loaned or advanced. 
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(5) Savings banks organized under the provisions of 

this chapter mttsi: ~ not purchase, hold, or convey real 

estate in any other case or for any other purpose than 

he~ein is specified in subsecti~ and shall ~ not buy 

or sell any personal property, except such as may be 

necessary for the proper transaction of its business o~ s~eh 

as may have been pledged, mortgaged, or assigned to it to 

secure moneys man~ loaned or advanced. •• 

Section 4. Section 32-1-424, MCA, is amended to read: 

•]2-1-424. Investments of financial institutions. (l) 

Trust and investment companies may lease, purchase, hold, 

and convey all real or personal property necessary to carry 

on their authorized business, as well as stteh the real or 

personal property as the board of directors considers 

necessary to acquire in the enforcement or settlement of any 

claims or demands arising out of business transactions and 

may execute and issue, in the transaction of their business, 

all necessary receipts, certificates, and contracts. 

(2) The board of directors of a~y-~~eh ~ corporation 

may invest the capital and assets of the corporation and 

keep the same capital and assets invested in securities to 

be approved by the board, and the board may make sHe~ 

investments of its capital and assets and of the funds 

accumulated by its business, including money, deposits, or 

any part thereof, in negotiable or nonnegotiable notes or 
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bonds, mortgages on unencumbered real estate, stocks and 

bonds of corporations, or bonds and warrants of any county, 

city, town, or school district of this state or any other 

state of the United States legally authorized to issue the 

same bonds or warrants, or bonds or obligations of the 

United States. 

(3) Notwithstanding other provisions of the law, it is 

lawful for a bank, trust company, investment company or 

other financial institution operating under the laws of this 

state to invest the funds or money in its custody or 

possession, eligible for investment, in: 

~ debentuJ:es issued by the federal housing 

administrator and in obligations of national mortgage 

associations~; and 

(b) United States government obligations, either 

16 directly or in the form of securities of or other interests 

17 

18 

19 

20 

21 

in an open-end or closed-end management~ type investment 

company or investment trust registered under the Investment 

Company Act of 1~40 (15 u.s.c. soa-1 through BOa-64), as 

amended, if: 

(i) the _portfolio of the investment company or 

22 investment trust is limited to United States qovern~ent 

23 

24 

25 

obligations and repurchase agreements fully collateralized 

by United States governme~t obligations; and 

(ii) the investment company or investment trust takes 
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delivery of the collateral for any repurchase agreement, 

either directly or through an authorized custodian. 

(4) An investment in United States government 

obligations as provided in subsection (3)(b) may not be made 

for a term longer than 5 years.'' 

Section 5. Section 32-2-406, MCA, is amended to read: 

•32-2-406. Investments. (1) A building and loan 

association may invest the money of the association in: 

(a} the bonds and securities of the United States, 

bonds and other obligations guaranteed as to interest and 

principal by the United States, and the stocks, bonds, 

debentures, and other securities and obligations of any 

federal home loan bank created under the laws of the United 

States, either directly or in !he form of securities of or 

15 other interests in an open-end or closed-end management type 

16 investment company or investment trust registered under the 

17 

18 

19 

20 

21 

Investment Compan~_Act of 1940 (15 U.S.C. 80a-l through 

aoa-64), as amended, if: 

(i) the portfolio of the investment company or 

invest~ent trust is limited ~~ United States g~vernment 

obligations and repurchase agreements fully collateralized 

22 by United States government obligations; and 

23 

24 

25 

(ii) the investment company or investment ~rust takes 

delivery of the collateral for any repurchase agreement, 

either directly_or through an ~uthorize~ custodian; 
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(b) the bonds and warrants of any state and of any 

county, city, or school district of the state of Montana; 

(c) the obligations of the federal savings and loan 

insurance corporation lawfully issued pursuant to Title IV 

of the National Housing Act; 

(d) improved real estate wh±eh that has been sold 

under contract, including suburban homes but not including 

farm lands or mining property. However, the total amount 

9 remaining so invested in real estate, excluding real estate 

10 otherwise acquired, may nOt exceed 15% of its assets. The 

11 amount se invested in real estate may not exceed 85% of the 

12 price stipulated in the contract of sale or 85% of the value 

13 of the property so purchased, whichever is the lesser~ 

14 (e) other bonds, securities, and investments, not to 

15 exceed 10\ of the association assets~ 

16 (2) Not over 10% of the assets of an association may 

17 be invested in home office buildings, furniture, and 

18 fixtures. Other real property acquired in any manner or for 

19 any purpose may not be held for more than 5 years, except by 

20 permission of the department. 

21 (3) Notwithstanding other provisions of the law, it is 

22 lawful for a building and loan association or other 

23 financial institution operating under the laws of this state 

24 to invest the funds or money in its custody or possession, 

25 eligible for investment, in debentures issued by the federal 
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mortgage associations .. " 
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national 

NEW SECTION. Section 6. Extension of authority. Any 

existing authority to make rules on the subject of the 

provisions of !this act] is extended to the provisions of 

[this act]. 

-End-
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HOUSE BILL NO. 430 

INTRODUCED BY GRADY, BLAYLOCK, MAZUREK, 

STORY, SIKON, PATTERSON, KERCER, QUILICI, HARPER 

A BILL FOR AN ACT ENTITLED: "AN ACT PERKITTING CERTAIN 

FINANCIAL INSTITUTIONS TO INVEST FUNDS IN UNITED STATES 

OBLIGATIONS EITHER DIRECTLY OR IN THE FORK OF SECURITIES OF 

OR OTHER INTERESTS IN CERTAIN INVESTKENT COKPANIES OR 

INVESTKENT TRUSTS: AND AMENDING SECTIONS 17-6-103, 32-1-107, 

32-1-421, 32-1-424, AND 32-2-406, KCA." 

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

Section 1. Section 17-6-103, MCA, is amended to read: 

"17-6-103. Security for deposits of public funds. The 

following kinds of securities may be pledged or guarantees 

may be issued to secure deposits of public funds: 

(1) direct obligations of the United States; 

(2) securities as to which the payment of principal 

and interest is guaranteed by the United States; 

(3) securities issued or fully guaranteed by the 

following agencies of the United States or their successors, 

whether or not guaranteed by the United States: 

(a) commodity credit corporation; 

(b) federal intermediate credit banks; 

(c) federal land bank: 

~...,., .. ;,,.., •• c...,.. 
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(d) bank for cooperatives; 

(e) federal home loan banks; 

(f) federal national mortgage association; 

(g) government national mortgage associationj 

(h) small business administration; 

(i) federal housing administration; and 

(j) federal home loan mortgage corporation: 

(4} general obligation bonds of the state or of any 

county, city,. school district, or other political 

subdivision of the state; 

(5) revenue bonds of any county, city, or other 

political subdivision of the state, when backed by the full 

faith and credit of s~eh the subdivision or when the 

revenues pledged to the payment of the bonds are derived 

from a water or sewer system and the issuer has covenanted 

to establish and maintain rates and charges for the system 

in an amount sufficient to produce revenues equal to at 

least 125% of the average annual principal and interest due 

on all bonds payable ier-~tteh from the revenues during the 

outstanding term of ~tteh the bonds; 

(6) interest-bearing warrants of the state or of any 

county, city, school district, or other political 

subdivision of the state issued in evidence of claims in an 

amount which, with all other claims on the same fund, do not 

exceed the amount validly appropriated in the current budget 

-2- HB 430 
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for expenditure from the fund in the year in which they are 

issued; 

(7) obligations of housing authorities of the state 

secured by a pledge of annual contributions or by a loan 

agreement made by the United States or any agency thereof 

providing for contributions or a loan sufficient with other 

funds pledged to pay the principal of and interest on the 

obligations when due. Subject to rules prescribed by the 

department of commerce, the bonds and other obligations made 

eligible for investment in 32-l-424(3)~ and 7-15-4505 may 

be used as security for all deposits of public funds or 

obligations for which depository bonds or any kind of bonds 

or other securities are required or may by law be deposited 

as security. 

{8) general obligation bonds of other states and of 

municipalities, counties, and school districts of other 

states; 

(9) undertaking or guarantees issued by a surety 

company authorized to do business in the state; 

(10) first mortgages and trust indentures on real 

property. The depository shall, on a quarterly basis, 

certify to the state treasurer that sufficient first 

mortgages and trust indentures on real property are 

available and segregated to secure deposits of public funds. 

The board of investments shall determine the amount of 
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security required. 

(11) bonds issued pursuant to Title 7, chapter 12, 

parts 21, 41, and 42; 

(12} bonds issued pursuant to Title 90, chapter 6, part 

1; 

(13) revenue bonds issued by any unit of the university 

system of the state of Montana; 

(14) advance refunded bonds 

obligations of the united States 

irrevocable escrow; and 

secured 

treasury 

by direct 

held in 

(15) linked deposit loan obligations incurred under 

80-14-203. (Subsection (15) terminates June 30, i989--sec. 

6, Ch. 57, L. 1987. )'" 

Section 2. Section 32-1-107, MCA, is amended to read: 

•]2-1-107. Trust company defined --purposes for which 

may be formed. The term ''trust company'' means any 

corporation whieh that is incorporated under the laws of 

this state for any one or more of the following purposes: 

(1) to receive moneys money in trust and to accumulate 

the same money at stleh rates of interest as may be obtained 

or agreed upon or to allow s~eh interest ehe~eon on the 

money as may be agreed upon; 

Stle"h 

them 

(2) to accept and execute all s~eh trusts and perform 

the duties of-e~ery-deseript±on-as-mey-be committed to 

by any person or--person~--whatsoever or by any 
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corporations or may be committed or transferred to them by 

order of any of the courts of record of this state or any 

other state or of the United States; 

(3) to take and accept by grant, assignment, transfer, 

devise, or bequest and hold any real or personal estate or 

trust created in accordance with the laws of this state or 

any other state or of the United States and execute stteh the 

legal trusts in regard to the same on ~~e~ the terms as may 

be declared, established, or agreed upon in regard ther~to 

to the estate or trust: 

(4) to act as agent for the investment of money for 

other persons or corporations and as agents for persons and 

corporations for the purpose of issuing, registering, 

transferring, or countersigning the certificates of stock, 

bonds, or other evidence of debt of any corporation, 

associa-tion, municipality, state, or public authority as may 

be agreed upon; 

{5) to accept from and execute trusts for married 

persons in respect to their individual property, whether 

real or personal, and act as agents for them in the 

management of s~e~ the property and generally to have and 

exercise SMeh powers as are usually had and exercised by 

trust companies; 

( 6) to act as trustee, assignee, or receiver in all 

cases where it s~aii-be is lawful for any court of record, 
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officer, corporation, or person to appoint a trustee, 

assignee, or receiver and to be appointed a trustee, 

assignee, or receiver and to be appointed, commissioned, and 

act as administrator of any estate, executor of any last 

will and testament of any deceased person, and as guardian 

of the person and estate of any minor or minors or of the 

estate of any person of unsound mind, spendthrift, habitual 

drunkard, or other persons disqualified or unable to manage 

their estates; 

( 7) to loan money upon unencumbered real estate, 

collateral, or personal security and execute and is~u~ notes 

and debentures payable at a future date and to pledge its 

mortgages upon real estate and other securities as 

the~e£o~ for the notes and debentures; 

security 

(8) to buy and sell: 

{a) government, state, county, municipal, and other 

bonds~. The trust company may invest in United States 

obligations either directly or in the form of securities of 

or other interests in an open-end or closed-end management 

type investment company or investment trust registered under 

the Investment Company Act of 1940 (15 u.s.c. BOa-1 through 

aoa-64), as amended, it: 

( i of the investment comoan or 
investment trust is limited to United States government 

obligatio~s and repurchase aqre~ments fully collateralized 
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by United States government obligations; and 

(ii} the investment company or investment trust takes 

delivery of the collateral for any repurchase agreement, 

either directly or through an authorized custodian. 

(b) all kinds of negotiable, nonnegotiable, and 

commercial paper, stocks, and other investment securities; 

and 

(c) gold and silver bullion, foreign coins, bills of 

exchange, and foreign and domestic exchange; 

(9) to accept, receive, and hold money on deposit, 

payable either on time or on demand, with or without 

interest, as may be agreed upon with the depositors; to take 

and receive from any individual or corporation on deposit 

for safekeeping and storage, gold and silver plate, jewel~y, 

stocks, securities, and other valuable and personal 

property; to collect coupons, interest, and dividends on 

~eti~-e:bov~-d!'ser-±bed securities described in __ _!_~is sect ion; 

and to rent out the use of safes and other receptacles on 

their premises upon ~tleh terms and for ~tleh compensation as 

may be agreed upon." 

Section 3. Section 32-1-421, MCA, is amended to read: 

"32-1-421. Investment of capital of savings banks. (1) 

The term ''savings bank'' as used in this section ~~ail--mee:n 

~ any bank organized to do the business specified in 

32-l-106. 
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(2) ~At least one-half of the paid-in capital of a 

savings bank and one-half of the whole amount deposited 

therein in the savings bank must be invested in bonds or 

other securities of the United States or any of the states 

of the United States or any county, city, town, or school 

district of this state on which interest is regularly 

payable or federal land bank bonds or loaned or on 

unencumbered real estate worth at least double the amount to 

be secured. 

ill The remainder may be invested in tl-1~-tt£-et<e~aid 

e~ar~eter-o£ bonds or securities listed in subsection t~ 

or ir. approved personal securities,.~ bttt-r'!o Howeve~~ loan 

m~st may not be made on pe~sonal securities of less than two 

responsible persons or collateral security to be approved by 

the directors, and no ~ loan upon personal security ~hail 

may r.ot be made to any Or'!;e person or partnership to an 

amount exceeding $10,000. 

(c) Investments in United States government 

<:?~!_.!:..gations permitted under subsection (2H~) or (2)(b) may 

~-mad(' either directly ~-r in the form of securities of or 

other inte~ests_in an open-end o~_ closed-end manage~ent type 

investment company~r investment trust registered under the 

Investment Company Act of 1940 (1~- u.s.c. BOa-1 through 

soa-64), as amended, if: 

~-t!_~-- ,E2E_tfo_l io of the investment compdny or 
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investment trust is limited to United States government 

obligations and repurchase agreements fully collateralized 

by United States government obligations; and 

(ii) the investment company or investment trust takes 

delivery of the collateral for any repurchase agreement, 

either directly or through an authorized cus~odian. 

( 3) 

officer 

He~ president, vice-president, director, or other 

or servant of a savings bank ~~all may not directly 

or indirectly borrow any of the funds of ~tl~h the bank or of 

its deposits or in any manner use the same in his private 

affairs or business;--fto~--~harr--any~ director may not 

receive any pay, salary, or emolument until ~tleh the 

interest as the directors she~~ have determined to allow 

depositors ~~8%%-ha~e has been provided for in accordance 

with the regulations of the corporation. 

(4) The real estate whieh~~tte~ that the corporation 

may lawfully purchase, hold, and convey is the real estate 

that is: 

(a) ~~eh---a~---may---be necessary for the proper 

transaction of its business, not exceeding in value $50,000; 

(b) ~~eh-a~-i~ mortgaged to it in good faith for 

moft~ys money loaned in--~tl~Stlanee--of--the--p~ovision~-of 

pursuant to this chapter or given as security for money 

loaned or advanced; 

(c) ~tteh--a~--is purchased at the sale on judgment or 
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decree obtained or rendered on money so loaned or advanced. 

(5) Savings banks organized under the provisions of 

this chapter mttst ~ not purchase, hold, or convey real 

estate in any other case or for any other purpose than 

h~r~in is specified in subsection (4) and sheii ~ not buy 

or sell any personal property, except such as may be 

necessary for the proper transaction of its business or ~tteh 

as may have been pledged, mortgaged, or assigned to it to 

secure money!~ money loaned or advanced." 

Section 4. Section 32-l-424, M.CA, is amended t::> read: 

"32-1-424. Investments of financial institutions. (l) 

Trust and investment companies may lease, purchase, hold, 

and convey all real or personal property necessary to carry 

an their authorized business, as well as ~tleh the real or 

personal property a~ the board of directors considers 

necessary to acquire in the enforcement or settlement of any 

claims or demands arising out of business transactions and 

may execute and issue, in the transaction of their business, 

all necessary receipts, certificates, and contracts. 

(2) The board of directors of 6"Y-~~eh ~ corporation 

may invest the capital and assets of the corporation and 

keep the ~eme capital and assets invested in securities to 

be approved by the board, and the board may make ~tt~n 

investments of its capital and assets and oE the funds 

accumulated by its business, including money, deposits, or 
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any part thereof, in negotiable or nonnegotiable notes or 

bonds, mortgages on unencumbered real estate, stocks and 

bonds of corporations, or bonds and warrants of any county, 

city, town, or school district of this state or any other 

state of the United States legally authorized to issue the 

~eme bonds or warrants, or bonds or obligations of the 

United States. 

(3) Notwithstanding other provisions of the law, it is 

lawful for a bank, trust company, investment company or 

other financial institution operating under the laws of this 

state to invest the funds or money in its custody or 

possession, eligible for investment, in: 

~ debentures issued by the federal housing 

administrator and in obligations of national mortgage 

associationso; and 

(b) United States government obligations, either 

directly or in the form of securities of or other interests 

in an open-end or closed-end management type investment 

company or investment trust registered under the Investment 

Company Act of 1940 (15 U.S.C. BOa-1 through 80a-64), as 

amended, if: 

LiJ the portfolio of the investment company~ 

investment trust is limited to United States _government 

obligations and repurchase agreements fully collateralized 

by United States government obligations; and 
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(ii) the investment company or investment trust takes 

delivery of the collateral for any repurchase agreement, 

either directly or through an authorized custodian. 

(4) An investment in United States government 

obligations as provided in subsection (3)(b) may not be made 

for a term longer than 5 years.'' 

Section 5. section 32-2-406, M.CA, is amended to read: 

•J2-2-406. Investments. (1) A building and loan 

association may invest the money of the association in: 

(a) the bonds and securities of the United States, 

bonds and other obligations guaranteed as to intere~~ and 

principal by the United States, and the stocks. bonds, 

debentures, and other securities and obligations ~f any 

federal home loan bank created under the laws of the United 

States, either directly or in the form of securiti~.§.-~ __ _Q_£ 

other interests in an open-end or closed-end ~~~agement type 

i_~yestme!!_~ comp~ny or investment trust r~_g_i_~tered under the 

Investment Company Act of 1940 (15 u.s.c. 80a-l through 

BOa~ as amended, if: 

(i) the portfolio of the investment company or 

investment trust is limited to United States ___ 9._9vernment 

obligations and -~urchase agreements ful_~_y_ collater~_lized 

by United States governme~~ obligations; and 

(ii) the investment company or investment trust takes 

delivery of the collateral for any repurchase agreement, 
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either directly or through an authorized custodian; 

(b) the bonds and warrants of any state and of any 

county, city, or school district of the state of Montana; 

(c) the obligations of the federal savings and loan 

insurance corporation lawfully issued pursuant to Title IV 

of the National Housing Act; 

(d) improved real estate wh±e~ that has been sold 

under contract, including suburban homes but not including 

farm lands or mining property. However, the total amount 

10 remaining ~o invested in real estate, excluding real estate 

11 otherwise acquired, may not exceed 15% of its assets. The 

12 amount ~e invested in real estate may not exceed 85\ of the 

13 price stipulated in the contract of sale or 85% of the value 

14 of the property so purchased, whichever is the lesser. 

15 (e) other bonds, securities, and investments, not to 

16 exceed 10% of the association assets. 

17 (2) Not over 10% of the assets of an association may 

18 be invested in home offi~e buildings, furniture, and 

19 fixtures. Other real property acquired in any manner or for 

20 any purpose may not be held for more than 5 years, except by 

21 permission of the department. 

22 (3) Notwithstanding other provisions of the law, it is 

23 lawful for a building and loan aSsociation or other 

24 financial institution operating under the laws of this state 

25 to invest the funds or money in its custody or possession, 
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eligible for investment, in debentures issued by the federal 

housing administrator and in obligations 

mortgage associations." 

of national 

NEW SECTION. Section 6. Extension of authority. Any 

existing authority to make rules on the subject of the 

provisions of [this actl is extended to the provisions of 

[this act]. 

-End-
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