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_J 
' 

w_ G. • Blodgett., bacutive • »irector 

Char lea ll.. Larouche,,· A•• is~ant 
' . 

. . 

·May' 30, 1974 • 

Maine State ·aetiremant System 

Attorney General . 
' . . . . . 

This i:epliea : to_· ;ou.~ ·:u~ :of -May 20, · l974~' concerning the aubjec_t. 
.. . . 

' ' , : ', . ,. ·. 
You ask: , • . . . . . ' ~ . . • . t .• 

·, ' ,, 

·DQ .. 1the" Inveatmnt' Guideline• aa acloptecl by the 
Board of. 'i:'ruat.ees , on ~y ~, . ; 197,4, .11141e.t the •~ndarda; 
of the •prudent map· ruleL sat. fo:th "in · l.8 M • .a.s.A., 
Sect:i.on 4054. and.. imposed upm·the -~~a ·of Trustee• 
by · s M • .a •. s.A., section .1061?,• , . 
,' • • • ·: • : ' •• ~' • ' ' . ··: .' ' :· : • ': I I • • 

• _I cannot giv,1 y~ •· ·ca~egor~cal· .an-.r to that . _question. . . . 
• • ' • • I \ • • , • •• • 

• In pert~~~n~---~~t~·:'t~ ·au.;~!- ■t~t~•·= .·.' .' .:-:... . .... . ; 
• ~ ' I • . • . •~. l • ,, , ,: : • : ' ~: ' • . • 'r • • • • • • ,• ~ • • ' • • • ' • • ; I, • I 

",I~ acquiring, _:in\r.-~t~ng, reinve,ting., exchangi.ng, 
retain:i;ng/ 1u1ll.i:n~r aq.~ ma~ging pioperty for the -bilnefit 
of anQt;her; -.·a.: t,.~d~c-i~ -.aha-ll. exe.J;ciae~-th•• jµ~ment a."d 
care ·.under. ~hcW .ci;r~~tatioe, ; ~ - pteva1·11ng ,'. wlµch· men 
of· prud~_ce/ d~acret;ioa and .. int~lliganca : exercise _in _. 
the !llanage~nt ot_tbeir .~ atfaiJ:a, ~ot in J:ega:a:d. to 
speculat,i~. 'but · iD . .-c:~AJ:.d .... t ·o :.the 'peruianent . ~iapo,itioD 
of ,~~· ~d~·, ;·,c;9na;Ld~1ng·· t~ ·pr~able .incOID.$ as well 
as . the ·f~~._b:J.• •·aaf~ty ;.ot _the4' ·capital." • 18 N.R.S.A. • S 4OS4 . .... · •. -· • . • . • · · .. 

. . '.-' .-: :·=;':·.·.:<:':, ._<·::.'.·, ·.--.:.-.... •.• .... :<:· .... : ;" • • ,~-- --. . .· 
. . • • A~ yoll c:a~ s~e,.' ··t~ • ~l~ : requi're• • o• to 11exerciae the judgmen~ 

and care un_de~ • tl'le ,q~C\lmai:,anc••." . P~:r:. me _to give you a • categorical 

'•. ·': 

answer ,would .. r~i~• -1:b• ·aubmisaion ·t;,y. ~ of •n: exl,lauativ• st•t.ement 
of _ar1 ·the relevan.t . ci_reumstan~••• .1,1ith· par~,i.cul'aZ'. regard t.o the ·pre.. ✓- · - ·~ 
v~iling ·eituatiqn ·,tn tb4 • .. 'inveatment . market • • · 'l'~ ana~:r: would then be .J 

only aa, r,11a0;i., · ,aa. tha 1·ac;curacy • ~nd . pomplatonea,. of ttie· .state1rLent of 
the p;:evaiiing .circumatancea· and .it.1c,uld endure. only aa . long as the · 

.. relevant · ·cir~tances did not' c:~nge •• . : • • . : ·. • • • 
• i • • . • .. '. :. . : . . . . : ·. ' . • ' . . • . . 

With regard to the at•tement of the· prescribed method o~ PO-"t.folio ·-.::; 
diversification, . . t • •ea ·nothing -~larming in its proviaion•. • ~av.-, : I 
am not an ·~r~ .in :~M .f~•ld. of iovdtme_nt. counselli.ng. It; .would . ::· ~ 
seem ~o-me tiu,.t a prudent Board of 'l'r'Uateea ought to ol>tain expert • 
guidance int~• utter. ~:r:om. aev.eral 111dependent inve•t•nt counsellors 
with outstanding •aputati~, . and•. it o~ght to .obtain continuing guidance, · 
and it should ·make· repe~ted-·reapprai■al-a ·_o:e'.'•tta: ·~po&.tfolio policy -in :light 
of the ever changing ci~~tanc••• 

I ' 



.. .. .. 

A, ,t,' ~-. ,.h 

.. 
• ' . . ·, 

• . . • •. :~ •• •. /. : . i : :,• .•. • • . 
• ', r: • • ., j O • ~ / 

• •',, I 

. . 
I ,: • ~ ', ' 

'•. : 

w. G~ Blodgett, Bxeo~tive Diractoi: • May 3 O,'. 19.74 

•. • ••• · , . I ,· .. . • . . ,. • ' ; . ' . . 
. • With regard to· the statement ot "obje~ti~•• ·and ~oal" and 

. "inve•tm•nt. »it,licy," I ·· ·api •~ha~ ~•t~rped ~. tJie.: tone ~f those 
statement•~ ··· For· example,· it ailema ·to me that a' atzat,ment of a goal 
of · ~l°" to 20% -greater ·than .the ·stanclarc!··& Poor.•a· -500 -I~dex, 11 , when 
couple4 wi~b th•--••tatement-• ·that, • "it may .be necessary to ac;oept •om~ . 
. loaaea, ", may_ r;:onvay ~~•; ~tion to ·•~• 1peraons that, ,:hct \ao.rd · is .. 
adopting a philosophy of "specu+ation. 11

• 'I'hat .woul4 not be conaiatent 
~i th• tb~ . pru~ent • Nan . aule • .. . ~•'!'•r, • thi• . doe• not, · seem to . be the. · . 
.• nte.nt ··of· the· Board,: 1i.Q.ce. i.t includes· i,n that. statement • reference to 
. the Prudent .Man· RUle. ·~. It. would :aeem to· oa· approp;-iate ior ·. tbe BOarcf 
to consult inveatiuent' ·e~erts in: order.' to' ascertain. ·how they would 

• interpret •u¢b; _a),tj&~e~n~·· q~! -~ject4.ve,, ·g.o~l ancl · pol.icy.· Xt ,•wcul~. 
also •••~ .. 1:o· ~. a~roFiate f~ ~h~. Board,. i~ ~ny event,·. to .conai4a.i-

.• modifying tha1 ;Language aamawhat tq .;Lnaw:e· that the Boa.rd,'• · statement; 
ot p~lic;y,. ie'. )1ot 'il'lter,pr•t•,' aa: a· 4ecla&at1on of willing~e~.J ·1;,o •• , : . 
•peculate, ··ip •Pitt o( ~t•· •tate4. d~•cla~me~ theJ:eof: by: 11=-• .r-.fe:i:e1nce 
to· .th• . Pruc.'lent - Ma~. aule • ..' ·.· .· 1• •• ' • • ;"':_ : : :_··:·· • ·: • , • • • ' ,· • • ••• . -

•.. . . ' . • ' • : : . ; . _,. . : • . : I ·. • ~ ·.: '. I ' ,', t • I • • I ' • I 

, .. : • ,Pipally~ 1~t ··mustf be iio~ed. ·.that .·~• stated invaat~nt poltcyrmuet 
'be. evalua~d, 1~ : li41ht'i-O~ . t,l'&e .. ·pre~~ling_ c~~~~ancefl, wpicb are· un~ 
a.tate·ct ·and •v~ ·.chan9~~·.: and th• ,Boar4 -.iat. constantly eeek ·pertinent 
. inform,ti~

1 
amt ·.xpert:. i¥v••~ment advice, ·anc1· :Lt shquld ,e:e~(>p~aise :and• 

-restate 'ita _.-PQlic:y aa ··appropria'te.- . ~- ... \':, ·.· . : .. , ·.'. .. · • •. 
• • • I . : .. , • ·• •••• ~ . \ ' •• •• : . ' . . • ' • •• • .. • .' . • • • ' • I • ' .: ••• I ' , ' ·,: •• I 

• 1 If I -·c•~·.be· ·ot a.~y· ~ther .. ~id ' to· you· in· th~•- ma"t;,ter, pl.ea•• 
adviae· ane--~ • • • • · · · ' · • • ·: : 

·,·: , ... . .. :·· ·;: ' : ._.. . . ~· . 
. . : ' . . . . . . . .. . . ' ..•. ; . • \ ·: 

• • I -, • • • • ,; • • ,• . . . . . : 

•\ . 
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CHARLES R. IAI\OOCHI • 
• .-Aaaiat41int At-i;orney' .'G•neral -• 
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