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INTRODUCED BY GRADY, BLAYLOCK, MAZUREK, STORY, 
SIMON, PATTERSON, MERCER, QUILICI, HARPER 

JANUARY 25, 1989 

JANUARY 26, 1989 

FEBRUARY 7, 1989 

FEBRUARY 8, 1989 

FEBRUARY 11, 1989 

FEBRUARY 13, 1989 

FEBRUARY 14, 1989 

FEBRUARY 15, 1989 

FEBRUARY 27, 1989 

MARCH 3, 1989 

MARCH 4, 1989 

MARCH 7, 1989 

IN THE HOUSE 
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"AN ACT PERMITTING LO AL A BILL FOR AN ACT ENTITLED: 

GOVERNMENTS AND THE BOARD OF INVESTMENTS TO INVEST PUBLIC 

FONDS IN UNITED STATES OBLIGATIONS EITHER DIRECTLY OR IN THE 

FORM OF SECURITIES OF OR OTHER INTERESTS IN CERTAIN 

INVESTMENT COMPANIES OR INVESTMENT TRUSTS; PERMITTING 

SECURITIES OF OR OTHER INTERESTS IN THESE COMPANIES OR 

TRUSTS TO BE PLEDGED TO SECURE DEPDSITS OF PUBLIC FUNDS; AND 

AMENDING SECTIONS 7-6-202, 17-6-103, AND 17-6-201, MCA." 

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

Section 1. Sect ion 7-6-202, MCA, is amended to read: 

-7-6-202. Investment of public JBOney in direct 

obligations of the United States. 1!1 Said ~ local governing 

body is--hereby--a~thorized-to ~ invest s~en public money 

not necessary for immediate use by s~en ~county, city, or 

town in direct obligations of the United States government 

and securities issued by agencies of the United States. 

(2) The local governing body may invest in these 

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. 80a-1 throu~ 
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SOa-64), as amended, if: 

(a) the portfolio of the investment compa_ny or 

investment trust is limited to United States government 

obligations and repurchase agreements fully coll~teralize~ 

by United States government obligations; and 

(b) the investment company or investment trust takes 

delivery of the collateral for any repurchase agre~men~L 

either directly or through an authorized custodian.'' 

Section 2. Section 17-6-103, MCA, is amended to read: 

•11-6-101. 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; 

{e) federal home loan banks; 

tf) federal national mortgage association; 

(g) government national mortgage association; 

-2- INTRODUCED BILL 
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(h) small business administration; 

(i) federal housing administration; and 

(j) federal home loan mortgage corporation; 

(4} securities of or other interests in an open-end or 

closed-end managem.ent type invest~ent company or investment 

trust registered under the Investment Company Act of 1940 

(15 u.s.c. aoa-1 throug~aoa-64), as amended, if: 

(a) the portfolio of the investment company or 

investment trust is limited to United States government 

obligations _and repurchase agreements fully collateralized 

by United States governmen~ obligations; and 

(b) the investment company or investment trust takes 

delivery of the collateral for any repurchase agreement, 

either directly or through an authorized custodian; 

t4t~ general obligation bonds of the state or of any 

county, city,. school district, or other political 

subdivision of the state; 

tStl£1 revenue bonds of any county, city, or other 

political subdivision of the state, when backed by the full 

faith and credit of ~tleh 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 
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on all bonds payable fo~-~~eh from the revenues during the 

outstanding term of s~eh the bonds; 

t6till 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 ln 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 

issued; 

tTt~ 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. 

tBt~ general obligation bonds of other states and of 

municipalities, counties, and school 1listricts of other 

states; 

t9ti!Ql undertaking or guarantep~; issueJ by a surety 

-4-
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company authorized to do business in the state; 

t±9ti!!l 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. 

trltl!ll bonds issued pursuant to Title 7, chapter 12, 

parts 21, 41, and 42; 

tiZti!ll bonds issued pursuant to Title 90, chapter 6, 

part 1; 

t±3t(l4) revenue bonds issued by any unit of the 

university system of the state of Montana: 

tt4tl!2l advance refunded bonds secured by direct 

obligations of the United States treasury held in 

irrevocable escrow; and 

tl5tll&l linked deposit loan obligations incurred under 

80-14-203. (Subsection tl5t (16) terminates June 30, 

1989--sec. 6, Ch. 57, L. 1987.)" 

Section 3. Section 17-6-201, MCA, is amended to read: 

"17-6-201. Unified investment program general 

provisions. (1} The unified investment program directed by 

Article VIII, section 13, of the 1972 Montana constitution 

to be provided for public funds shall must be administered 
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by the board of investments in accordance with the 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) Retirement funds may be invested in common stocks 

of any corporation provided that no investment may be made 

at any time wni~h that would cause the book value of ~~eh 

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

book value of ~~eh the fund or would cause the stock of one 

corporation to exceed 2% of the book value of ~tleh the 

retirement fund. 

(3) (a) Nothing contained in this section prevents 

the investment in any business activity ln Montana, 

including activities that continue existing jobs or create 
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new jobs in Montana. 

(b) The board is urged under the prudent expert 

principle to invest up to 3% of retirement funds in venture 

capital companies. Whenever possible, preference should be 

given to investments in those venture capital companies 

wh±eh that demonstrate an interest in making investments in 

Montana. 

(c:) In discharging its duties, the board shall 

consider the preservation of purchasing power of capital 

during periods of high monetary inflation. 

(4) The board has the sole authority to invest state 

funds. No other agency may invest ~~en 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. 

(5) The board shall: 

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

when, and how much surplus cash is available for investrnenti 

(b) determine the amount of surplus treasury cash to 

be invested; 

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

(d) prepare the claim to pay for the investment; and 

(e) keep an account of the total of each investment 

fund and of all the investments belonging to e~eh the fund 
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and a record of the participation of each treasury fund 

account therein. 

(6) The board 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 th~r~for; 

(b) direct the withdrawal of any funds deposited by or 

for the state treasurer pursuant to 17-6-101 and l7-6-l05i 

(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 wh.ich the 

securities have been purchased~; and 

(d) invest in United States 9C?Vernment obl_L~!~_ons, 

either dire~I?E in the form of securit:_~~~--s:._r~ __ ?_~_h_~_£ 

interests in an open-end or closed-e:1d mand~me!l_S __ ~~ 

investment ~-~mpany or investment -~rust reqistere9 __ ~~E_!_ the 

Investment ~ompany Act of 1940 (15 U.S.C. BOa-1 throt'..:J.!l. 

BOa-64), as ~~ended, if: 

j_~_l the portfolio of the investment C_91!1Pany ___ or 

investmen~--- trust is limited _to Un!_ted St~~es __ 9C?VC_!~en~ 

obligations and repurchase agreements fully_ co1l~~~~~~ized 

!?_y United States government_ o~!_l9_il_!_~_Q~s; C!__n9_ 

( ii) the investment COI!!P._a~y_~---~-f!vestmen~ t ru~ ~--~-a~~~ 

delivery of the collater51l --~~! ___ a_~y_ _ _!~_E~c_;has'::' _agr:_c£_n2_~-~~-tL 

-8-
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either directly or through an authorized custodian. 

(7) The cost of administering and accounting for each 

investment fund shall must be deducted from the income 

the~ef~om earned on the fund, except that s~en the costs of 

the nonexpendable trust funds snarl must be paid from income 

otherwise receivable from the pooled investment 

the amounts required for this purpose shall 

appropriated by the legislature from the 

investment funds. 

fund, and 

must be 

respective 

(8) (a) The director of the department of 

11 administration annually may prepare a statewide cost 

12 allocation plan to distribute program costs incurred by 

13 state agencies that are funded through the general fund to 

14 the programs served by the agencies. Except as provided in 

15 subsection (8}(b), the cost to an agency of providing 

16 services to a program funded through an account in the state 

17 special revenue fund as defined in 17-2-102 must be deducted 

18 by the board from the account's investment earnings 

19 according to the statewide cost allocation plan. Amounts 

20 deducted by the board must be credited to the general fund. 

21 (b) No deduction for program costs as provided in 

22 subsection {B)(a) may be made if an account's cash on hand 

23 is pooled for investment in the treasury cash account 

24 defined in 17-6-202." 

25 NEW S_F.CT~Q_N_._ Section 4. Extension of authority. Any 
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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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APPROVED BY COMM. ON BUSINESS 
AND ECONOMIC DEVELOPMENT 

k,X. BILL NO. ~ 
INTR~DU~· BY.&. ~IY/.j /7~~ 

-c'itc"-1 ' ' ) ' . . .,.,?7 
\ :..>'~fl. ...__;_~~;;-r~..- ~/L/' ,../~ 

A BILL FOR AN ACT ENTITLED: "AN ACT PERMITTING LO AL 

GOVERNMENTS AND THE BOARD OF INVESTMENTS TO INVEST PUBLIC 

FUNDS IN UNITED STATES OBLIGATIONS EITHER DIRECTLY OR IN THE 

FORM OF SECURITIES OF OR OTHER INTERESTS IN CERTAIN 

INVESTMENT COMPANIES OR INVESTMENT TRUSTS; PERMITTING 

SECURITIES OF OR OTHER INTERESTS IN THESE COMPANIES OR 

TRUSTS TO BE PLEDGED TO SECURE DEPOSITS OF PUBLIC FUNDS; AND 

AMENDING SECTIONS 7-6-202, 17-6-103, AND 17-6-201, MCA." 

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

Section 1. Section 7-6-202, MCA, is amended to read: 

"7-6-202. Investment of public money in direct 

obligations of the United States. l!l Se:1:d: ~ local governing 

body ~~--net"eby--at1t:h:)rized:-te ~-i'. invest ~t1en public money 

not necessary for immediate use by ~tleh the county, city, or 

town in direct obligations of the United States government 

and securities issued by agencies of the United States. 

{2) The local governing body may invest in these 

obligations either directly or in the form of.~ecurities 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. 80a-1 through 

~•n• "•""''"' cau~" 
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BOa-64), as amended, ~f: 

(a) the ~~folio of the inve?tme~_o~!!Y_--~ 

investment trust is limited to United States government 

obligations and repurchase agreement~ fully collaterali~ed 

by United States government obligations: and 

(b) the investment company or inv~stment trust takes 

deli~ery of the collateral for any r-ef!urchase agreement, 

either directly or through an authorized custodian ... 

Section 2. 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: 

(l) direct obligations of the United Statesi 

(2) securities as to ~hich 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 succ~ssors, 

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; 

(e) federal home loan banks; 

(f) federal national mortgage association; 

(g) government national mortgage associationi 

-2- SECOND READING 
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(h) small business administration; 

(i) federal housing administration; and 

{j) federal home loan mortgage corporation~ 

{4) securities of or other interests in an open-end or 

closed-end management type_!_~~~§.!:~~.!!!:____~~~~- or investment 

trust registered under the Investment Company Act of 1940 

(15 u.s.c. 80a-1 throu~ SOa-64), as amended, if: 

(a} the portfolio of the investment company or 

investment trust is limited to United States government 

obl~tions and repurchase agreements fully collateralized 

by United States government obligations; and 

(b) the investment company or inve~tment trust takes 

delivery of the collateral for any repurchase agreement, 

either directly or through an authorized custodian; 

t4t~ general obligation bonds of the state or of any 

county, city, school district, or other political 

subdivision of the state; 

t5t~ revenue bonds of any county, city, or other 

political subdivision of the state, when backed by the full 

faith and credit of ~tlen 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 interesl due 
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on all bonds payable ro~-~~en from the revenues during the 

outstanding term of s~e~ the bonds; 

t6tlll 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 1n the current budget 

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

issued; 

t~t~ 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. 

tBti~l general obligation bonds of other states and of 

municipalities, counties, and school districts of other 

states; 

t9t1l~.l undertaking or guarantees issued by a surety 

-4-
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company authorized to do business in the state; 

ti9tl!ll first mortgages and trust indentures on real 

property. The depository shall, on a quarterly basis, 

certify to the state treasurpr 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. 

tilt(l2) bonds issued pursuant to Title 7, chapter 12, 

parts 21, 41, and 42; 

ti%tllll bonds issued pursuant to Title 90, chapter 6, 

part 1; 

t~3tll!l revenue bonds issued by any unit of the 

university system of the state of Montana: 

t±4tl!~ advance refunded bonds secured by direct 

obligations of the United States treasury held in 

irrevocable escrow; and 

t3::St(l6} linked deposit loan obligations incurred under 

80-14-203. (Subsection ttSt 1!§1 terminates June 30, 

1989--sec. 6, Ch. 57, L. 1987.)" 

Section 3. 

"17-6-201. 

Section 

Unified 

17-6-201, MCA, is amended to read: 

investment program general 

provisions. (1) The unified investment program directed by 

Article VIII, section 13, of the 1972 Montana constitution 

to be provided for public funds ~hall must be administered 
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by the board of investments in accordance with the 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) Retirement funds may be invested in common stocks 

of any corporation provided that no investment may be made 

at any time wn±eh that would cause the book value of ~~eh 

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

book value of ~neh the fund or would cause the stock of one 

corporation to exceed 2% of 

retirement fund. 

the book value of ~neh the 

( 3) (a) Nothing contained in this section prevents 

the investment in any business activity in Montana, 

including activities that continue existing jobs or create 

-6-
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new jobs in Montana. 

(b) The board is urged under the prudent expert 

principle to invest up to 3\ of retirement funds in venture 

capital companies. Whenever possible, preference should be 

given to investments in those venture capital companies 

whieh that demonstrate an interest in making investments in 

Montana. 

(C) In discharging 

consider the preservation of 

its duties, the board shall 

purchasing power of capital 

during periods of high monetary inflation. 

(4) The board has the sole authority to invest staLe 

funds. No other agency may invest ~tleh state funds. The 

board shall direct the investment of state funds in 

accordance with the laws and constitution of this state. The 

boa~d has the powe~ to veto any investments mdde under its 

general supervision. 

(5) The board 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 investmenl to be made; 

(d) prepare the claim to pay for the investment; and 

(e) keep an account of the total of each investment 

fund and of all the investments belonging to ~t1eh the fund 
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and a record of the participation of each treasury fund 

account therein. 

(6) The board 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 the~e~o~; 

(bJ direct the withdrawal of any funds deposited by or 

for the state treasurer pursuant to 17-6-101 ~nd 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•i and 

(d) invest in United States government oblig~~ions, 

either directly or in the form of _§_ecurities of or ot!"ter 

inte.~ests in an open-end or closed-end management type: 

investment company or investment trust registered under the 

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

BOa-64), as amended, if: 

{~)__ the portfolio of the investment company or 

investment trust is limited to United States_government 

obliga~i9_ns and repurchase agreements fully collat~ralized 

~Unit~~tates government obligations; and 

(ii) the investment company or investment trust ~akes 

delivery of the collateral for any repurchase agreement, 

-8-
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either directly or through an authorized custodian. 

(7) The cost of administering and accounting for each 

investment fund eha~~ must be deducted from the income 

the~e£~om earned on the fund, except that ~uen the costs of 

the nonexpendable trust funds ~halt must be paid from income 

otherwise receivable from the pooled investment fund, and 

the amounts required for this purpose ehalt must be 

appropriated by the legislature from the respective 

investment funds. 

(8) (a) The director of the department of 

11 administration annually may prepare a statewide cost 

12 allocation plan to distribute program costs incurred by 

13 state agencies that are funded through the general fund to 

14 the programs served by the agencies. Except as provided in 

15 subsection t8}(b), the cost to an agency of providing 

16 services to a program funded through an account in the state 

17 special revenue fund as defined in 17-2-102 must be deducted 

18 by the board from the account's investment earn1ngs 

19 according to the statewide cost allocation plan. Amounts 

20 deducted by the board must be credited to the general fund. 

21 (b) No deduction for program costs as provided in 

22 subsection (8)(a) may be made if an account's cash on hand 

23 is pooled for investment in the treasury cash account 

24 defined in 17-6-202." 

25 NEW SECTION. Section 4. Extension of authority. Any 

-9-
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existing authority to make rules on the subject of the 

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

[this a·ct]. 

-End-
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INTR~DU~BY,,a..~,~top/,6 . _ _ 
-iitc"'t I , '-:) / /) .,.y~ 

I ~ ~R. LX M'L':l'/f>£/V< / li' 

A BILL FOR AN ACT ENTITLED: "AN ACT PERMITTING LO AL 

GOVERNMENTS AND THE BOARD OF INVESTMENTS TO INVEST PUBLIC 

FUNDS IN UNITED STATES OBLIGATIONS EITHER DIRECTLY OR IN THE 

FORM OF SECURITIES OF OR OTHER INTERESTS IN CERTAIN 

INVESTMENT COMPANIES OR INVESTMENT TRUSTS; PERMITTING 

SECURITIES OF OR OTHER INTERESTS IN THESE COMPANIES OR 

TRUSTS TO BE PLEDGED TO SECURE DEPOSITS OF PUBLIC FUNDS; AND 

AMENDING SECTIONS 7-6-202, 17-6-103, AND 17-6-201, MCA." 

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

Section 1. Section 7-6-202, MCA, is amended to read: 

"7-6-202. Investment of public money in direct 

obligations of the United States. 1ll Ssid ~ local governing 

body ±s--he~eby--a~eho~~zed-to ~ invest stteh public money 

not necessary for immediate use by ~tteh the county, city, or 

town in direct obligations of the United States government 

and securities issued by agencies of the united States. 

(2) The local governing body may invest in these 

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. 80a-l through 

~• ,..,.,.., •• Council 
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aoa-64}, as amended, if: 

(a) 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 obligations; and 

(b) the investment company or investment trust takes 

delivery of the collateral for any repurchase agreement, 

either directly or through an authorized custodian." 

Section 2. 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 O[ not guaranteed by the United States: 

(a) commOdity credit CO[poration: 

(b) federal intermediate credit banks; 

(c) federal land bank; 

(d) bank for cooperatives; 

(e) federal home loan banks; 

(f) federal national mortgage association; 

(g} government national mortgage association; 

-2- THIRD READING 

\-\B L\3\ 
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(h) small business administration; 

(i) federal housing administration; and 

(j) federal home loan mortgage corporation; 

{4) securities of or other interests in an open-end or 

closed-end management type investment company or investment 

trust registered under the I~~estrnent Company Act of 1940 

{15 u.s.c. BOa-1 through BOa-64), as amended, if: 

(a) 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 obligations; and 

(b) the investment company or~ __ !_nvestment trust takes 

delivery of the collateral for any repurchase agreement, 

either directly or through an authorized custodian; 

t4t~ general obligation bonds of the state or of any 

county, city, school district, or other political 

subdivision of the state; 

tSt~ revenue bonds of any county, city, or other 

political subdivision of the state, when backed by the full 

faith and credit of ~~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 
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on all bonds payable £or-~Heh from the revenues during the 

outstanding term of ~Heh the bonds: 

t6t1ll 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 

issued; 

tTt~ 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. 

t8tl!l general obligation bonds of other states and of 

municipalities, counties, and school districts of other 

states; 

f9t1!Ql undertaking or guarantees issued by a surety 

-4-
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company authorized to do business in the state; 

tY9tl!!l 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. 

tllt(l2} bonds issued pursuant to Title 7, chapter 12, 

parts 21, 41, and 42; 

tliti!ll bonds issued pursuant to Title 90, chapter 6, 

part 1; 

tz3til!l revenue bonds issued by any unit of the 

university system of the state of Montana; 

tz4tll21 advance refunded bonds secured by direct 

obligations of the United States treasury held in 

irrevocable escrow; and 

t%5t(l6) linked deposit loan obligations incurred under 

80-14-203. (Subsection t±St ~ terminates June 30, 

1989--sec. 6, Ch. 57, L. 1987.)" 

Section 3. Section 17-6-201, MCA, is amended to read: 

"17-6-201. Unified investment program general 

provisions. (1} The unified investment program directed by 

Article VIII, section 13, of the 1972 Montana constitution 

to be provided for public funds ~hal% must be administered 

-5-
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by the board of investments in accordance with the 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) Retirement funds may be invested in common stocks 

of any corporation provided that no investment may be made 

at any time wh±eh that would cause the book value of ~tleh 

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

book value of ~~eh the fund or would cause the stock of one 

corporation to exceed 2% of the book value of Stlch the 

retirement fund. 

(3} (a) Nothing contained in this section prevents 

the investment in any business activity in Montana, 

including activities that continue existing jobs or create 

-6-
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new jobs in Montana. 

lb) The board is urged under the prudent expert 

principle to invest up to 3% of retirement funds in venture 

capital companies. Whenever possible, preference should be 

given to investments in those venture capital companies 

whieh that demonstrate an interest in making investments in 

Montana. 

(c) In discharging its duties, the board shall 

consider the preservation of purchasing power of capital 

during periods of high monetary inflation. 

(4) The board has the sole authority to invest state 

funds. No other agency may invest ~tieh 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. 

15) The board 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; 

(d) prepare the claim to pay for the investment; and 

(e) keep an account of the total of each investment 

fund and of all the investments belonging to e~eh the fund 
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and a record of the participation of each treasury fund 

account therein. 

16) The board 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 ~h~r~~or; 

lb) 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 ~hen found necessary to raise 

money for payments due from the treasury funds for which the 

securities have been purchased~; and 

(d) invest in United States government obligations, 

either directly or in the form of securJties of or other 

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

investment company or investment tru~t registered under the 

Investment Company Act of 1940 (15 U.S.C. SOa-1 through 

BOa-64), as amended, if: 

(i} the portfolio of the investment company or 

investment trust is 1 imi ted to United States ___ gove__f_nment 

obligations and repurchase agreements fully collateralized 

by United States government obligations; and 

( ii) the investment company or _investment tru_~_!.--~~~~ 

delivery of the collateral for any repurc;_!'lC!.§e-: -~qE_~eme_~ 

-B-
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either directly or through an authorized custodian. 

(7) The cost of administering and accounting for each 

investment fund shell must be deducted from the income 

therefrom earned on the fund, except that sneh the costs of 

the nonexpendable trust funds ~hall must be paid from income 

otherwise receivable from the pooled 

the amounts 

appropriated 

required for this 

by the legislature 

investment 

purpose shall 

from the 

fund, and 

must be 

respective 

9 investment funds. 

10 (8) (a) The director of the department of 

11 administration annually may prepare a statewide cost 

12 allocation plan to distribute program costs incurred by 

13 state agencies that are funded through the general fund to 

14 the programs served by the agencies, Except as provided in 

15 subsection (8)(b), the cost to an agency of providing 

16 services to a program funded through an account in the state 

17 special revenue fund as defined in 17-2-102 must be deducted 

18 by the board from the account's investment earnings 

19 according to the statewide cost allocation plan. Amounts 

20 deducted by the board must be credited to the general fund. 

21 (b) No deduction for program costs as provided in 

22 subsection (8)(a) may be made if an account's cash on hand 

23 is pooled for investment in the treasury cash account 

24 defined in 17-6-202.'' 

25 NEW SECTION. Section 4. Extension of authority. Any 

-9-

l 

2 

3 

LC: 1322/0l 

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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SENATE STANDING COMMITTEE REPORT 

Harch 3, 1989 

HR. PRESIDENT: 
We, your committee 

consideration HB 431 
report that HB 431 be 

on Business and Industry, ~av~ng had under 
(third readino copy -- blue), respectfully 
amended and as so amended be concurred 1n: 

Sponsor: Grady (Blaylock) 

1. Title, line 5. 
Strike: "AND THE BOARD OF INVESTHENTS" 

2. Title, line 11. 
Follow1ng: '"7-6-202" 
Str1ke: 
Insert: '".1\ND'" 
Str::..ke: '"AND ; 7 - 6 - 2 0 1 , "' 

3. Page 5, line 21 through page 9. line 24. 
Str1ke: section 3 in its entirety 
Renumber: subsequent section 

AND AS AMENDED BE CONCURRED IN 

SENATE 

scrhb431.303 
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HOUSE BILL NO. 431 

INTRODUCED BY GRADY, BLAYLOCK, MAZUREK, STORY, 

SIMON, PATTERSON, MERCER, QUILICI, HARPER 

A BILL FOR AN ACT ENTITLED: "AN ACT PERMITTING LOCAL 

GOVERNMENTS AHB--THE--BeARB-BP-iNVESTMBNTS TO INVEST PUBLIC 

FUNDS IN UNITED STATES OBLIGATIONS EITHER DIRECTLY OR IN THE 

FORM OF SECURITIES OF OR OTHER INTERESTS IN CERTAIN 

INVESTMENT COMPANIES OR INVESTMENT TRUSTS: PERMITTING 

SECURITIES OF OR OTHER INTERESTS IN THESE COMPANIES OR 

TRUSTS TO BE PLEDGED TO SECURE DEPOSITS OF PUBLIC FUNDS; AND 

AMENDING SECTIONS 7-6-2027 AND 17-6-103, "NB-H-6-iOlT MCA." 

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

Section 1. section 7-6-202, M.CA, is amended to read: 

•7-6-202. Investment of public money in direct 

obligations of the united States. i!l Said ~ local governing 

body i~--hereby--aathe~tzed-to ~ invest saeh public money 

not necessary for immediate use by s~ch the county, city, or 

town in direct obligations of the United States government 

and securities issued by agencies of the United States. 

(2) The local governing body may invest in these 

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 

~ ... _ ....... <:<>unci~ 
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the Investment Company Act of 1940 (15 U.S.C. BOa-1 through 

soa-64), as amended, if: 

(a) the portfolio of the investment compa!"'Y or 

investment trust is limited to United States government 

obligations and repurchase agreements fully collateralized 

by United States government obligations; and 

(b) the investment company or investment trust takes 

delivery of the collateral for any repurchase agreement, 

either directly or through an authorized custodian." 

Section 2. 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 coope,atives; 

(e) federal home loan banks; 

{f) federal national mortgage association; 

-2- HB 431 
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(g) government national mortgage association; 

(h) small business administration; 

(i) federal housing administration; and 

(j) federal home loan mortgage corporation: 

(4) 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. 80a-1 through 80a-64), as amended, if: 

(a) 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 obligations; and 

(b) the investment company or investment trust takes 

delivery of the collateral for any repurchase agreement, 

either directly or through an authorized custodian; 

t4tiil general obligation bonds of the state or of any 

county, city, school district, or other political 

subdivision of the state; 

tSt~ revenue bonds of any county, city, or other 

political 

faith and 

subdivision of the state, when backed by the full 

credit of eHeh 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 
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least 125\ of the average annual principal and interest due 

on all bonds payable £er-saeh from the revenues during the 

outstanding term of ~~eh the bonds: 

t6t121 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 

issued; 

tTtl!l 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. 

tSt~ general obligation bonds of other states and of 

municipalities, counties, and school districts of other 

states; 

-4- HB 431 
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t9ti!Ql undertaking or guarantees issued by a surety 

company authorized to do business in the state: 

tr9tl!!l 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. 

ti%~i!ll bonds issued pursuant to Title 7, chapter 12, 

parts 21, 41, and 42; 

tlitl!ll bonds issued pursuant to Title 90, chapter 6, 

part 1; 

tl3tl!!l revenue bonds issued by any unit of the 

university system of the state of Montana; 

tY4tll21 advance refunded bonds secured by direct 

obligations of the United States treasury held in 

irrevocable escrow; and 

tiSt~ linked deposit loan obligations incurred under 

80-14-203. (Subsection t%5t 1lil terminates June 30, 

1989--sec. 6, Ch. 57, L. 1987.)" 

Sectielt- 3,-- --5eet-i<:m --r~~ r ,--MeA-,--rt -aute-l'tded t-o- -read-~ 

urT-6-~9%o--Hn±£~ee--investment--proqrem--------genere~ 

prov±s±onso---t%t-~~e-Hnified-iftvestmeftt-pro9ram-0ireeted-by 

Art±e~e-Y~~~7~~eetion-l37-e£-the-l9T~--Montana--eonst±t~t±on 
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to--ee--prov±ded-£or-pttbiie-£ttnds-shel! mttst-be-edmini~tered 

by-the-board-o£-iftve~tments-in-ae~ordanee-with--the--prttdent 

expert--principler-whieh-reqttire~-dfty-investment-menager-te~ 

tet--disehar9e--his--dut±es--with--the---eare,---s~iiX, 

prttdenee,---and--d±l±genee,--ttnder--the--cirettmstaftees--then 

prevail±ng,-that-a-prttdent-person-aeting-in-a-~ike--eapacity 

with--the--seme--resottrees--and--£amiliar--with-%±ke-matters 

exere±se~--in--t~~-~eondtlet--o£--an--enterp~i~~--o£--a--like 

eharaeter-with-i±ke-a±ms; 

tbt--dive~s~£y--the--hoidings--o£--eaeh-E~~d-wttnt~-the 

~n±£±ed-investment-pre9ra~-to-m±~~m~~e-~he-rts~-of-to~3--~nd 

to---max±m±ze---the---rate---of--retttrn,--~rtXess--~nder--the 

e±redm~tenees-±t-±s-e~ear!y-prttden~-not-to-rlo-so~-and 

tet--d±seharge-h±~-dnties-solely-in-the-±~terest-o£-and 

£or-the-benefit-of-the-f~nds-£ormin9-the-~rti£ied--investment 

pro9ramo 

t%t--Retirement--£nnds-may-be-invested-irt-eommo~-~toe~~ 

o£-any-eorporetion-provided-that-no-inve~tment-may--be--made 

at--any--time--wh±eh that wotlid-eanse-the-book-varne-o£-sneh 

the ±n~e~tments-±n-any-retirement-£ttnd-to-exeeed-59%-o£--the 

book--valtle-o£-stleh th~ £nftd-or-wott±d-eattse-the-stoek-of-one 

eorporation-to-exeeed-~%-of--the--beok--va!ne--o£--sneh the 

ret±rement-£ttnd~ 

t3t--tat--Nothin9--eonta±ned--in--th±~-~eetion-prevents 

the--±nvestment--in--any--bns±ne~~--aet±vity---tn---Montana 7 
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inc%ttdin~--aetivi~ies--that-eontintte-existin9-;obs-er-ereate 

new-;obs-in-Monta"e• 

tbt--~ne--bosr~--is--~rged--ttnde~--tne--prttdent--e~pert 

prinei~~e--to-in~est-up-to-3,-o£-retirement-fttnds-in-ventttre 

eapitai-eemponieso--Whenever-possibie,-preferenee-shettld--be 

gi¥en--to--in~estments--in--those--ventore-enpital-eomponies 

whieh that demonstrate-an-interest-in-ma~ing-in~estments--±n 

Montanao 

tet--fn---d±seharqing---its--duties,--the--~oard--shall 

eonsider-the-preservation-o£--porehasin9--power--of--eapitai 

d~ring-periods-of-h±gh-monetary-infiationo 

t4t--~he--board--has-the-sole-atttho~tty-to-in~est-~t8te 

rund~o-Ho-other-ageney-mey--±n~est--stleh--~eate--£ttnds•--~h~ 

bos~d---~haii--d±reet--the--±n~estment--o£--~te~e--fttnds--in 

aecordanee-w~th-the-isws-snd-eonst~tution-of-thi~-stateo-The 

board-has-the-power-to-veto-any-inve~tments-made--tlnder--its 

~enerai-sttpervisiono 

t5t--~he-board-~haii• 

tat--ass±st-agene±ee-w±th-~ttbi±e-money-to-determ±ne-±f 7 

when1 -end-how-mtteh-sttrpitle-es~h-±s-avttilabie-for-investment; 

tbt--determ±ne--the--amotlnt-o£-sttrpltls-treasH~y-eash-to 

be-in~ested; 

tct--de~ermine-the-type-of-investment-to-be-made: 

tdt--prepar~-the-ela±m-to-psy-for-the--±nvestment;--and 

tet--keep--an--aceoHnt--of-the-total-of-eaeh-±nvestment 
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rttnd-and-of-a~%-the-±nvestments-beion~±n~-to-stteh the £~nd 

and--a--reeord--o£--the--part±e±pat±on-or-eaeh-treasttry-£ttnd 

aeeettnt-there±n• 

t6t--~he-board-may• 

tat--e~eetlte-deeds-of-conveyance-transferring-ail--r~si 

prop~rty--o~tained--t~rott~h.--£eree%e~ur~--o£-any-±n~~~tment~ 

p~reh.a~ed-und~r-~he-~rovi~±o"s-o£-iT-6-%%%-wh~n-Ettll-paymeftt 

ha~-been-reeeived-~hereEor; 

tet--d-i-reet-the-w±thdrawai-o£-any-fttnds-depo~±ted-~y-or 

tor-the-~tete-trea~ttrer-~ttf'~ttant-to-±~-6-±9!--and--i?-6-!GS; 

tet--direet--the--se~~-o£-any-~eear±tie~~in-tne-p~oq~am 

at-their-ftt±l-and-trtte-valtte-when-fettnd-neee~~a~y--t~~-rai~e 

money-£or-payments-dtte-£rom-the-trea~ttry-fttnd~-for-wh±eh-the 

~eett~~tie~-haYe-been-pttrchased~;-and 

tdt--±n~e~t--±n--Hn±ted--States-government-ob±±gat±on~, 

either-d±re~tly-or-±n-the-£orm-of--~eearit±es--of--or--other 

±nterests--in--an--open-end--or~-eie~ed-end--management-type 

± n ~ e ~ tme n t- e om pan y -_or- i nv e .s tme n t- t rtts t- registered- tt nde r --the 

lnve~tment--€ompany--Aet--of--±949-tlS-HoSoeo--89a-r-throttgh 

B9a-64to-B~-amended,-±£~ 

t±t~-the--port£ol±o--of--the--±nvestment---eompany---or 

±nvestment---tra~t--i~--iimited--to-Hn±ted-States-government 

oei±gations-and-repttrehase-asreements~-£ttiiy--coiiaterali~ed 

by-Hn±ted-State~-go~erftment-ob%±gation~T-Oftd 

t ±± t- the- -±n'lfestmeftt:-- eompsl"'_y -or- invest-me _n t -t: t"tl!! t- ta:k e!! 
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de~ive~y-e£-t~e-eo±latera±--£o~--ofty--repttren~~e--agreeme"t 7 

either-d±reettr:or-threttgh-aa-attthorized-ett~todian. 

tYt--~he--eost-of-administer±ng-an~-aeeottnt±ng-for-eaeh 

in~estment-fttnd-shaiX mttet ee--dedtteted--from--the--income 

therefroM earned-on-the-fttnd,-exeept-that-etteh the eoste-o£ 

6 the-nonexpendab%e-trttet-fttnde-ehall ~ be-paid-from-income 

7 otherwise-reeeivaele-£rom-the-poo±ed--inveetment--£ttnd7 --and 

8 the---amottnts--reqttired--£er--thie--~ttrpose--ehall mnst be 

9 appropriated--by--the--±eqislatttre---£rom---the---reepeetiYe 

10 ±nvestment-fttnds. 

11 tBt--tat-~he----direetor----o£----the---department---o£ 

12 admiftistra~ioft--~nn~ally--may--prepare--a---~~atewide---cost 

13 alloeation--plaft--~o--distrib~te--program--eost~-~ne~rred-by 

14 state-agene~~s-that-are-£ttnded-thre~gft-the-gen~ral--£~nd--to 

15 t~e--pro9rams--served-by-the-agefteies~-Exeept-a~-provided-±ft 

16 s~bseet~on-t8ttbt,--the--eost--te--a~--a~eney--o£--providi~g 

17 serviees-to-a-program-£~nded-throttgh-an-aecottnt-in-the-state 

18 speciai-reve~tte-i~nd-as-de£ined-in-iT-Z-l9Z-mdst-he-ded~eted 

19 by---the---board--£rom--the--aceottntLs--investment--earnin9S 

20 aeeordin9-to-the-statewide--eost--ali~catien--plan~--Amettnt3 

21 dedtteted--by-the-board-mttst-be-ered±ted-to-tne-general-£ttnd. 

22 tbt--Ho-deduction-£or--program--eosts--as--provided--in 

23 sttbseetion--t8ttat--may-be-made-if-an-aeeottnt~s-easn-on-hand 

24 is-pooied--for--investment--in--the--treas~ry--easn--aeeottnt 

25 defined-in-l~-6-~e~.u 
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NEW SECTION. Section 3. Extension of 

rules on the 

HB 0431/02 

authority. Any 

subject of the existing authority to make 

provisions of (this act] 

[this act]. 

is extended to the provisions of 

-End-
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