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1 to Insure such a mortgage. 

2 INlR 2 (6} •Federally insured security• means an evidence of 

3o7J~ 3 indebtedness insured or guaranteed as to repayment of 

4 A Bill FOR AN ACT ENTITLED: "AN ACT TO ESTABLISH THE 4 principal and interest by the United States or an 

5 LOWER-INCOME MORTGAGE FINANCE BOND INSURANCE FUND; AMENDING 5 Instrumentality thereof. 

6 SECTIONS 35-503 AND 35-516t RoCoMo 1947.• b (7) •Governmental agency• means any department. 

1 7 division, public corporation, public agency, political 

8 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA: 8 subdivision, or otper public instru.entality of the state; 

9 Section lo Section 35-503t RoCoMo 1947, is amended to 9 the federal governaento any other state or public agency, or 

10 read as follows: IO any two or acre thereof. 

11 •35-503. Definitions. As used in this act, unless the 11 (8) •Housing develop11ent• means any work or 

12 context requires otherwise: (1) •Board• ~ans the board of 12 undertaking financedo in whole or in part, under this act 

13 housing created in section B2A-907t RoCoMo l947o 13 for the primary purpose of acquiring, constructing or 

H (2) •Bond• means any bonds, notes, debentures, interim 14 rehabilitating dwelling accommodations for persons or 

15 certificates or other evidences of financial indebtedness I5 families of lower income in need of housing. An undertaking 

16 issued by the board pursuant to this acto 16 may include any buildings. lando equipment, facilities, or 

11 (3) •capital reserve accountM means the capital 11 other real or personal properties ~hich are necessary, 

18 reserve account provided for in section 35-523· 18 convenient, or desirable in connection there~itho including 

19 (4) •Department• means the department of community 19 but not limited to streets, sewers. utilities, parks. site 

20 affairs provided for in Title 82Ao chapter 9o RoCoHo 1947. 20 preparation, landscaping, and other nonhousing facilities as 

l1 (5) •Federally insured mortgage" means a mortgage loan 21 the board determines to be necessary, convenient• or 

22 for land development or residential housing insured or 22 desirable. 

23 guaranteed by the United States or a governmental agency or 23 (9) "Housing development costs• .eans the sum total of 

24 instrumentality thereofo or a commitment by the United 24 all costs incurred in a housing development approved by the 

2S States or a governmental agency or instrumentalities thereof 25 board as reasonable and necessary. including, but not 
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1 iatited to: 

(a) ·cost of land acquisition and any buildings 

thereon, including pay•ents for options, deposits, or 

contracts to purchase properties on the proposed housing 

development site or payments for the purchase of properties; 

(b) cost of site preparation, de~lition and clearing; 

(c) architectural, engineering, legal, accounting, 

corporation, and other fees paid or payable in connection 

with the planning, execution and financing of the housing 

develo~ent and the finding of an elogible •ortgagee or 

•ortagees fOT the housing developaent; 

(d) cost of necessary studies, surveys, plans, and 

permits; 

(e) insurance, interest, financing, tax and assessment 

costs and other operating and carrying costs during 

construction; 

Cfl cost of construction, rehabilitation, 

reconstruction, fixtures, furnishings, equip•ent, •achineryo 

apparatus and similar facilities related to the real 

property; 

(g) cost of land i~rovements including landscaping 

and offsite improveMents, whether or not the costs have been 

paid in cash or in a form other than cash; 

(h) necessary expenses in connection with initial 

occupancy of the housing devel op.ment; 
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(i) a reasonable profit and risk fee in addition to 

job overhead to the general contractor and if applicable, a 

limited profit housing sponsor; 

(j) an allowance established by the board for working 

capital and contingency reserves, and r~serves for any 

anticipated operating deficits during construction and 

initial occupancy; 

(k) costs of other ltemso including tenant relocation, 

as the board deter•ines to be reasonaole and necessary for 

the housing develop.antt less any and all net rents and 

other net revenues received ·from the operation of the real 

and personal property on the development site during the 

construction. 

(10) '"Housing sponsor• means individuals, joint 

ventures, partnerships, limited partnerships, trusts, firms, 

associations, corporations, governmental agencies, 

limited-profit housing sponsor, nonprofit corporation, or 

other legal entities or any combination thereof, that are: 

approved by the board; {a) 

(bl qualified either to .fJ'Wnr construct, 

rehabilitate, opeTateo •anage, ~r maintain 

development; 

a 

acq~Ji re, 

housing 

(c) subject to the rules of the board and othqr terms 

and conditions set forth in this act. 

{11) •Lending institution• m~3ns any public or private 
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entity or governmental agency, approved by the board, 

maintaining an office in this state and authorized by law to 

make or participate in making residential mortgages in the 

state. 

(12) "limited-profit housing sponsor• 11eans a 

corporation• trust, partnership, association, other entity, 

or an Individual restricted as to distributi·on of inco~De and 

regulated as to rents, charges, rate of return, and methods 

of operation as the board determines necessary to carry out 

thl s act. 

(13) "Mortgage• means a mortgage deed, deed of trust, 

or other lnstruaent which shall constitute a valid lien on 

real property in fee simple or on a leasehold under a lease 

having a remaining term at the time the •ortgage Is 

acquired• which does not expire for at least that number of 

years beyond the maturity date of the obligation secured by 

the mortgage established by the board as necessary to 

protect its interest as mortgagee. 

(14) •Mortgage loan• means an interest bearing 

obligation secured by a mortgage on land and improvements in 

the state. 

(15) "Nonprofit housing sponsor• means a housing 

cooperative formed under Title 14• chapter 2• R.c.M. 1947, 

or a nonprofit corporation formed under Title 15, chapter 

23• R.c.M. 1947, restricted as to distribution of income and 
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regulated as to rents, charges, rate of return and methods 

of operation as the board dete·rmi nes necessary, and whose 

articles of incorporation provide, in addition that: 

(a) the organization has been organized exclusively to 

provide housing developments for persons and families of 

1 ower income; 

(b) all the ·;ncome and earnings of the organization 

shall be used exclusively for housing development purposes 

and no part of the net inc~ or net earnings of the 

organization shall Inure to the benefit or profit of any 

private individual, firm, corporation, partnership, or 

association; 

(c) the organization is in no manner controlled or 

under the direction or acting in the substantial interest of 

any private individual, firm, partnership, or association 

seeking to derive profit or gain ·therefrom, or seeking to 

eli•inate or minimize losses in any transactions therewith• 

except .that the ll•itations shall apply to ~•bers of a 

cooperative only to the extent provided by rules of the 

board; 

(d) the operations of the organization may be 

supervised by the board and the organization will enter into 

agreements with the board to regulate planning, development, 

and management of any housing development undertaken by the 

organization and the disposition of the property or other 

-6-
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interests of the organization. 

(16) "Persons and families of lower income" seans 

persons and families, with insufficient personal or family 

incoa9 who require assistance under this act, .as deter•ined 

by the board, taking into consideration: 

(a) the a.ount of the total personal and faeily income 

available for housing needs; 

(b) the size of the fa•ily; 

(c)' the eligibility of persons and fa.ilies under 

federal housing assistance of any type based on lower lnca.e 

or a f'unctional or phys real disability; 

(d) the ability of' persons and f'a.il ies to ca.pete 

succes~f'ully in the nor•al housing market and to pay the 

aeount at which private enterprise is providing decent, 

safe, and sanitary housing; 

(e) the availability and cost of housing in particular 

areas; and 

(f) needs of particular persons or families due to age 

or physical handicaps. 

(17) •Rehabilitation• means the repair, reconstruction, 

or i•prove.ant of an existing structure to provide decent, 

safe and sanitary housing or to conform housing with state 

or local health, building, fire prevention, and safety codes 

as detereined by the board. 

(18) "Lgw-jncpme bgys•bgid$• means• for the Purposes of 
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. s dg ogt exceed 80% of erfioos·whose IDCQWe 
35 516!5)• those Q . d b¥ the 

as determene . jncowg fpc the area, 
.the ud•an . . f ·Jjjjusj~ 

thg United States dgnortment 0 sec,cetar;y of 

yrban·deyelop•egt. 

(lYI •Rural area• means. for tbe purposes pf 35-516!51• 

any area~ gf the state where the farMrs home ad•jni'st;ration 

g1_ the~Vnjted States deQar.tment pf a~rjculture !s3>perating 

or js authorized to operate.• 

Section 2. Section 35-516, R.c.M. 1947• is amended to 

read as follows: 

•35-516. Reserve funds and appropriations. Ill The 

board shall ·pay into the capital reserve account: 

lal any funds appr-opriated and •ade available by the 

state for the purpose of the account; 

{b) any proceeds of sale of notes or bonds to the 

extent pro~ided in the resolutions or indentures of the 

board authorizing their- issuance; and 

(C) any other funds which •ay be available to the 

board for the purpose of the account from any other source. 

(2) All funds held in the capital reserve account 

shall be used solely for the payment of the principal of 

bonds secured in whole or in part by the account or of the 

sinking fund payments with rBspect to the bonds• the 

purchase or redemption of the bonds. the payment of interest 

on the bonds or the payment of any redemption premium 
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required to be paid when the bonds are redeemed prior to 

•aturity. funds in the account shall not be withdrawn at 

any ti~e ln an amount which reduces the amount of the 

account to less than the sum of 111iniau• capital reserve 

requi re11ents e-stablished for the account, ·except for the 

purpose of making, wit.h respect to bonds secured in whole.<!r 

in part by the account, payaent, when dueo of principal, 

interest, rede•ption premlu•s• and sinking fund pay•ents for 

the pay.ent of which other •oneys pledged are not available• 

~ny incoae or interest earned by, or incre~~~antal to, the 

capital reserve account dug to its invest•ent aay be 

transferred to other accounts of the board to the extent it 

does not reduce the amount of the capital reserve account 

below the su• of minlau• capital reserve require~~~ants for 

the account. 

(3) The board may not issue bonds secured in whole or 

in part by the capital reserve account, unless the board 

deposits in the account, from the proceeds of the bonds 

issued or from any other sources, an amount not less than 

the minimum capital reserve require•ent for these bonds. 

for the purposes of this sectiont the term •minimum capital 

reserve requirement" meanst as of any particular date of 

computation, an amount of moneyo as provided In the 

resolution or indenture of the board authorizing the bonds 

or notes, equal to not more than the greatest of the 
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respective amounts for the current or any future fiscal year 

of the board of annual debt service on the bonds of the 

board secured in whole or in part by the account. The 

annual debt· service for any f i seal year Is the aaount of 

money equal to the aggregate of all interest and principal 

payable on the bonds during the fiscal year, calculated on 

the assumption that all the bonds are paid ~urity. 

any amount of the bonds Is requ i·red to 

earlier date by the operation of a sinking fund, the 

a~~~aunt is considered payable on· thos~ bonds during t 

they" are to be redeeiM!d for the purposes of 

calculat.ion. 

If 

on an 

that 

·year 

this 

(4) In co•puting the amount of the capital reserve 

account• securities in which all or a portion of the account 

shall be Invested shall be valued at par. or if purchased 

at less than paro at their cost to the board. 

l5l There is e1tabl jsbed wj.thjn the capital res·erve 

accgunt··;e Jow-incose ptgrtgage finance bopd ·i-osura.nc,e fund. 

The fund· shall be used for the pyrpgstfS described in 

sybsec,tjons ·tl), CZle (3), and f4' gf this S}lctjgn. Howgyer. 

the procee4s from the bonds secured by the- fund shall be 

used to finance orojects jn whjch no Jess than 20% of the 

~ants are law=jncome ho~ebolds. At least 50% pf the 

prp jects financed through ·t;ne fund mUst be • n ryra] arej{S .. ot 

the state.• 

-End-
-10-



STATE OF "MONTANA 
REQUEST NO. . 399-77 

FISCAL NOTE 

Form BD·/5 

compliance with a written request received _ February 8 197_7 __ , there is hereby submitted a Fiscal Note 

House Bill 714 3 f N __ -·- ----. --· --·--------··----- pursuant to Chapter 5 , Laws o Montana, 1965- ThirtY· inth Legislative Assembly. 

:kground information used in developing this Fiscal Note is available from the Office of Budget and Program Planning, to members 

the Legislature upon request. 

>ESCRIPTION OF PROPOSED LEGISLATION: 

fouse Bill 714 amends the state "Housing Act of 1975" by establishing a Lower-Income Mortgage Finance Bond Insurance 
:und. The purpose of the fund is to finance household mortgages in which no less than 20% of the occupants are low-income 
•ersons and at least 50% of the projects financed are to be in rural areas of the state. 

\SSUMPTION: 

. It is assumed that the Low-Income Mortgage Finance Bond Insurance Fund would be about $15,000,000 annually. 
!. One full-time underwriter would be needed, who would do extensive traveling. 

=1SCAL IMPACT: 

Expenditures under proposed law 
Personal services 
Operating expenses 

Total expenditures under proposed law 
Expenditures under current law 

Increased expenditures under proposed law 

FY 78 

$ 84,300 
23.200 

107,500 
89,500 

$ 18,000 

FY 79 

.$ 84,300 
23,200 

107,500 
89,500 

$ 18,000 

a.- " ... .b a~. ;T~ ... (7 r 
BUDGET DIRECTOR 

Office of Budget and Program Planning 

Date: ;>-I"'' -17 



STATE OF MONTANA 
REQUEST N0~~~~.:-77 

FISCAL NOTE 

Form BlJ·/5 

In compliance with a written request received -----·-----Mar.ch-18-. .. - , 19 _ _.."J.:J._ , there is hereby submitted a Fiscal Note 

fo1 .. _. -~~~se ___ B._i!!___~~-~~end~--- pursuant to Chaptt.. '13, Laws of Montana, 1965 ·Thirty-Ninth Legislative Assembly. 

Background information used in developing this Fiscal Note is available from the Office of Budget and Program Planning, to member5 

of the Legislature upon request. 

DESCRIPTION OF PROPOSED LEuiSLATION: 

House Bill 714 amends the state "Housing Act of 1975" by establishing a Lower-Income Mortgage Finance Bond Insurance 
Fund. The purpose of the fund is to finance household mortgages in which no less than 20% of the occupants are low
income persons and at least 50% of the projects financed are to be in rural areas of the state. 

Section 2 of the proposed legislation establishes a Low-Income Mortgage Finance Fund within the existing Housing Finance 
Account to be used to secure bonds to finance housing developments for low-income persons. The Housing Finance Account 
is a yet-to-be-established "Bond Proceeds and Insurance Clearance Account" which will consist of the moneys deposited in 
the state treasury obtained from the sale of bonds issued under the "Housing Act of 1975." 

ASSUMPTION: 

One full-time underwriter would be needed, who would do extensive traveling. 

FISCAL IMPACT: 

Expenditures under proposed law 
Personal services 
Operating expenses 

Total expenditures under proposed law 
Expenditures under current law 

Increased expenditures under proposed law 

TECHNICAL NOTE: 

FY 78 

$ 84,300 
23,200 

107,500 
89,500 

$ 18,000 

FY 79 

$ 84,300 
23,200 

107,500 
89,500 

$ 18,000 

The legislative intent of the amended language in Section 2(5) is not Jear: (a) How much money is earmarked for the 
Low-Income Mortgage Finance Insurance Fund to secure such bonds? (2) Does the proposed legislation intend to use bond 
proceeds to secure additinnal low-income housing bonds, or does it mean a general fund obligation? 

;) . ' J 

:~~::~~~::---~~~~~ 
Office of Budget and Program Planning 

3- A.t- 77 ...,., 
Date: ·-------·------
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Approved by Coml!'ittee 
on Labor & Employment 
Relations 

HOUSE diLL NU. 714 

INfRODUCEO BY WALORO~t FAHREGAt PAL~ERt QUILICI, ELLIS 

A BILL FOR AN ACT ENTITLED: •AN ACT TO ESTAbliSH THE 

LuMEK-l 'iCOI'Il: MORT GAGE FINANCE ileNe INSURANCE FUtiD; AI'IENOING 

StCTIUNS 3S-S03 AND 37-516, R.C.H. 1947.• 

BE IT E~ACTEO BY THE LEGISLATURE OF THE STATE OF MONTANA: 

Section 1. Section 35-503o R.C.H. 1947, is amended to 

read as follows: 

•35-503. Definitions. As used in this act, unless the 

context requires otherwise: (l) •Board• means the board of 

housino created in section 82A-907, R.c.M. 1947. 

(Z) "Bond• •eans any bonds, notes, debentures, interim 

certificates or other evidences of financial indebtedness 

issued hy the board pursuant to this act. 

{.:JI "Capital res~rve account" ~eans thE' ca'lital 

reserve account provided for in section 35-523. 

(41 •Department" means the department of community 

affairs provided for in Title 82At chapter 9t ~.C.M. 1941. 

( ~) •Federally insured mort~age• means a mortaage lo~n 

for land development or residential housing insur~~ or 

guaranteed by the United States or a governmental aoency or 

instrumentality tnereof, or a commitment by the United 

States or a qovern.,ent.•l aq~ncy or i nstrument'!l it i es thereof 

SECOND R E A D I N G 

H'i 0714/02 

to insure such a ~ortqane. 

i (6) •Federally insured security" means an evidence of 

indgbt~dness insurea or guaranteed as to reoayment of 

4 principal and interest. by the United States or an 

'> instrumentality thereof. 

b (1) nGove,.-nment.al agency• means any department. 

7 division, public corpor•tion, public agency, political 

8 subdivision, or other public instrumentality of the state, 

~ the federal government, any other state or public agency, or 

lll any t~o or ~ore thereof. 

11 ( 8 1 •tiou s i ng development~ means any work or 

12 undertaking financed, in whole or in part, under this act 

13 for the primary purpose of acquiring, constructing or 

14 rehabilitating dwelling accommodations for persons or 

15 families of lower income in need of housinq. An undertaking 

lb may include any buildings, land, equipment, facilities, or 

17 other real or personal properties which are necessary, 

1tl convenient, or desirable in connection therewith, including 

19 but not limited to streets, sewers, utilities, parks. site 

2Li preparation, landscapin~. and other nonhousinq facilities as 

L1 the ooard determines to be necessary. convenient. or 

2l desif":::ll>le. 

23 (9) •Housing developm~nt costs• means the sum total of 

24 all costs incurred in a housino aevelopment aporoved by the 

2? ooard ~s re~sona~le ~nd necessary. including. but not 

-2- Hi! 714 
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I imiteu to: 

(a) cost of lana acquisition and any buildings 

thereon, includinq payments fo~ options, deoosits, o~ 

cont~acts to pu~chase p~ope~ti es on the r>roposed hous i no 

development site o~ payments for the purchase of prone~ties; 

(b) cost of site preparation, demo! ition and clearing; 

(c) a~chitecturalo engineering, leaal, accounting, 

corporation, and other fees paid or payable in connection 

with the planning, execution and financing of the housing 

development and the finding of an eligible mortgaaee or 

morta·•ees for the housing developaent; 

(d) cost of necessary studies, surveys, plans, and 

per01its; 

(e) insurance, interest, financing. tax and assess111ent 

costs and other operating and carrying 

construction; 

(t I cost of constr-ucti oo, 

costs during 

rehabi 1 i tat ion, 

reconstruction, fixtures, furnishings, equiomento machinery, 

apparatus 

prooerty; 

and similar facilities related to the real 

(<') cost of land improvements including landscapino 

and otfsite improvements, whether or not the costs have been 

paid in cash or in a form other than cash; 

(h) necessary exoenses in connection with initial 

occupancy of the housino development; 
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(i) a reasonable profit and risk fee in addition to 

job ov~rhead to the oeneral contractor and if aopl icable, a 

I imitao profit housing sponsor; 

UJ an allowance established by the board for working 

c~pital and contingency reserves, and reserves for any 

anticipated operating deficits durinq construction and 

initial occupancy: 

(k) costs of other items, including tenant relocation, 

as the board determines to be reasonable and necessary for 

tne housinQ development, less any and all net rents and 

other net revenues received from the operation of the real 

and personal 

construction. 

property on the development site during the 

(10) •Housinq spansor• IReans individuals, joint 

ventur~s, partnerships, limited partnerships, trusts, firms, 

associations., corporations, qovernmental aQencies., 

I imited-profit housinq sponsor, nonprofit corporation. or 

other leqal entities or any combination thereat, that are: 

approved by the board; (a} 

(b) qualified either to own,. construct, 

rehabilitate, operate, manaaeo or maintain 

develapment; 

i'l 

acquire., 

housina 

(c) subject to tne rules of the board and other terms 

and conoitions set forth in this act. 

(11) "lending institution" means any public or orivate 

-It- H8 7l't 
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entity or ~overnmental a~ency, approved by the board, 

maintaining an office in this state and autnorized by law to 

mak~ or participate in making residential mortgages in the 

state. 

(12) "Limited-profit housing soonsor• means a 

corporation, trusto partnership, association, othgr entity, 

or an individual restricted as to distribution of income and 

regulated as to rents, charges, rate of return, and methods 

of operation as the board determines necessary to carry out 

this act. 

(13) •Mortgage• means a mortgage deed, deed of trust, 

or other instru~nt which shall constitute a valid lien on 

real ~roperty in fee simole or on a leasehold under a lease 

havin~ a remaining term at the time the mortgage is 

acquir~d, which does not expire for at least that number of 

years oeyond the maturity date of the oblioation secured by 

the mort~qe established by the board as necessary to 

protect its interest as mortgagee. 

( 14) •Mortgage loan" means an interest bearing 

oblioation secured by a mortqa0e on land and improvements in 

tne state. 

(15) •Nonprofit housing sponsor• means a housin01 

cooperative formed under Title 14, chapter 2, ~.C.H. 1947o 

or a nonprofit corporation formed under Title l5o chanter 

Z3 0 J<.c.M. 1947 0 restricted as tc distribution of incom<> 1nd 

-5- Hd 714 
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regulated as to rents, charges, rate of return and methods 

of op2ration as tne boara determines necessary, and whose 

articles of incorporation providet in addition that: 

(a) the oraanization nas been organized exclusively to 

provide housing developments for persons and families of 

lowar income; 

(o) all the incom~ dnd earnings of the organization 

shall oe used exclusively for housing development purposes 

and no part of the net income or net earnings of the 

organization shall inure to the benefit or profit of any 

private individual, firm, corporation, partnership, or 

association; 

(cl the organization is in no manner controlled or 

under the direction or acting in the substantial interest of 

any private individual, firm, partnership, or association 

seekinq to derive profit or gain therefrom, or seeking to 

eliminate or minimize losses in any transactions therewith. 

except that the limitations shall apply to members of a 

cooperative only to the extent provided by rules of the 

board; 

(d) the operations of the organization may be 

supervised by the board and the organization will enter into 

agree~ents with the board to regulate planning. development, 

and management of any housino development undertaken by the 

oroanization and the disposition of the oroperty or ather 

-6- HB 7l'o 
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interests of the organization. 

llb) •Persons and families of lower income• means 

persons and families. with insufficient personal or family 

incom? who require assistance under this act, as determined 

by the board, takinq into consideration: 

{a) the amount of the total personal and family income 

avai13ble for housing needs; 

(b) the size of the family; 

(c) the eligibility of persons and families under 

federal housing assistance of any type based on lower income 

or a functional or physical disability; 

(d) the ability of persons and families to compete 

successfully in the nor.al housing market and to pay the 

a•ount at which private enterprise is providing decent, 

safe, and sanitary housing; 

(e) the availability and cost of housing in particular 

areas; and 

(f) needs of particular persons or families due to aqe 

or physical handicaps. 

(17) •Rehabilitation• means the repair, reconstruction, 

or i~rovement of an existing structure to provide decent, 

safe dOd sanitary housing or to conform housing with state 

or local health, buildino, fire prevention, and s~fety codes 

as aetermined by the board. 

Lldl •Low-jncome bOU#Photd' PERSONS DR FAMILIES• means, 
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fpr to~ purposes of 35-516!5!, those perspns wh~~~ 

~t_exceed 80% of the medjan jocome for the__ar~~ 

a~eLained__hx_tbe secretary of the Unj~States department 

,nL.tw,u..s.jng and urban development• 

(19) •sural area• means. for the purposes of 35=51~ 

~rea of the state where the farmers home admjojstratjgn 

~t__t~ted States department pf agriculture js 0 peratjng 

~authorized to operate.• 

Section 2. Section 35-516, R.c.H. l947o is amended to 

read ~s toll ows • 

•35-516. Reserve funds and appropriations. 

board shall pay in•o the capital reserve account: 

ill The 

(a) any funds appropriated and •ade available by the 

state for the purpose of the account; 

lbl any proceeds of sale of notes or bonds to the 

extent o~ovided in the resolutions or indentures of the 

boa~d authorizinq their issuance; and 

(c) any other funds which may be available to the 

board for the purpose of the account from any othPr source. 

( 2) All funds held in the capital reserve account 

shall be used solely for the payment of the princioal of 

bonds secured in whole or in part by the account or of the 

sinkin~ fund payments with respect to the bondso the 

purchase or redemption of the bonds, the payment of interest 

on the bonds or the payment of any redemption premium 

-tl- Htl 714 
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required to be paid when the bonds are redeemed prior to 

maturity. Funds in the account shall not be withdrawn ~t 

any time in an amount which reduces the amount of the 

account to less than the sum of minimum capital reserve 

require~ents established for the account, except for the 

purpos€ of making, with respect to bonds secured in whole or 

in p~rt by the account, payment, when due, of principal, 

interest, red~mption premiums, .and sinkinq fund payments for 

the pdyment of which other moneys pledged are not available. 

Any income or interest earned by, or incremental to, the 

capital reserve account due to its investment may be 

transferred to other accounts of the board to the extent it 

does not reduce the ~mount of the capital reserve ~ccount 

below the sum of minimum capital reserve requirements for 

tne account. 

(3) The board may not issue bonds secured in whole or 

in part by the capital reserve account. unless the board 

deposits in the account. from the proceeds of the bonds 

issued or from any other sources, an a•ount not less than 

the ~inimum capital reserve requirement for thes~ bonds. 

For tne purposes of tnis section, tne term •minimum caoital 

reserve requirementa ~ans. as of any particular date of 

com~utation, an 

resolut.ion or 

or not.~s, equal 

a~unt of money, as provided in the 

indenture of the board authorizing the bonds 

to not more than the areatest of the 
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respective a~ounts for the current or any future fiscal year 

of tne board of annual debt service on the bonds of the 

board secured in whole or in part by the account. The 

annual debt service for any fiscal year is the amount of 

money equal to the aggreqate of all interest and principal 

payable on the bonds durinq the fiscal year. calculated on 

the assu~ption th3t all the bonds are paid at ~aturity. If 

any amount of the bonds is required to be redeemed on an 

earlier date by the operation of a sinkinq fund, then that 

amount is considered payable on those bonds durinq the year 

they are to be redeemed for the purposes of this 

calculation. 

(41 In computing the amount of the capital reserve 

account, securities in which all or a portion of the account 

shall be invested shall be valued at par. or if purchased 

at less than part at their cost to the board. 

t2J There is establjshed_ wjthjn the ~nntto+-re~rye 

.a.~ru:-c-tow-i~!J!Ort<:u•....-.fj-mlnet:=bMd- -+n~~· 

fbs.=f:l:tm1--2b1Zit-be:--unst--t-or-the==puroe:set=tk2ertt:>esf-1-n 

~~~~-tttx=f%ty-t2tx ftnd-+7+-o£-tn+:s-:seetiony-tloweyerx 

~:=pro"eft2-from-tne=bl!n<:l311!ettted t>r-=tM - fanst=Murt t==n .. 

=d::::X~h-tn=wb~fl---of=tne 

~~~~t3-ore tow-rncome-b~ote:y-~t=fe~t-~o£--tne 

~r§jeet3-f+noneed=throu~h-the=fttnd=mu~t:>e=±n~ 
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HOUSE BILL NO. 71~ 

INTRODUCED BY WALDROHo FA8REGAo PALMERo QUILICI. ELLIS 

A BILL FOR AN ACT ENTITLED: •AN ACT TO ESTABLISH THE 

LOWER-INCOH~ MORTGAGE FINANCE &8MB INSURANCE FUND; AMENDING 

SECTIONS 35-503 AND 35-516, R.C.H. 1947.• 

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

Section 1. Section 35-503, R.c.M. 19~7, is a•ended to 

read as follows: 

•35-503. Definitions. As used in this acto., unless the 

context requires otherwise: (1) •Board- aeans the board of 

housing created in section 82A-907o R.C.M. 19~7. 

121 •Bond• .eans any bondso notes, debentures, interim 

certificates or other evidences of financial indebtedness 

issued by the board pursuant to this act. 

( 31 · •capi tal reserve account• means the 

reserve account provided for in section 35-523. 

(4) •Departaent• ~eans the depart•ent of 

capital 

co-unity 

affairs provided for in Title 82Ao chapter 9o R.c.M. 1947. 

(5) •Federally insured ~ortgage• means a .ortgage loan 

for land developnent or residential housing insured or 

guaranteed by the United States or a governmental agency or 

instrumentality thereof, or a co .. it•ent by the United 

States or a govern.ental agency or instruaentalities thereof 
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to insure such a .artgage. 

(61 •Federally insured security• means an evidence of 

indebtedness insured or guaranteed as to repayment of 

principal and interest by the United States or an 

instrunentality thereof. 

(71 •Gover~ntal agency• •eans any depart•ento 

division, public corporation, public agency, political 

subdivision, or other public instru.entality of the state, 

the federal govern.ant, any other state or public agency, or 

any two or •ore thereof. 

(8) •Housing development• •eans any 

under 

work 

this 

constructing 

or 

act 

or 

undertaking financed, in whole or in parto 

for the priaary purpose of acquiring, 

rehabilitating dwelling acco•modations for persons or 

An undertaking fa11ilies of 1-er inc0111e in need of ·housing. 

may include any buildings, lando equlp•ent, facilities, or 

other real or personal properties which are necessary, 

convenient, or desirable in connection therewith, including 

but not li11ited to streets, sewers, utilities, parks, site 

preparation, landscapinq, and other nonhousing facilities as 

the board determines to be necessary, convenient, or 

desirable. 

(9) •Housing development costs• means the su• total of 

all costs incurred in a housing develop.ant approved by the 

board as reasonable and necessary, including, but not 

-z- HS 11~ 
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liaiteo to: 

(a) cost of lana acquisition and any buildings 

thereon, including payaents for options, deposits. or 

contracts to purchase properties on the ~roposed housing 

develop.ant site or ~ayaents for the purchase of properties; 

(b) cost of site preparation, deMolition and clearing; 

(c) architectural, engineering, legal, accounting, 

corporation, and other fees paid or payable in connection 

Mith tne planning, execution and financing of the housing 

develop.ent and the finding of an eligible .artgagee or 

•ortagees for the housing developaent; 

(d) cost of necessary studies, surveys, planso and 

per• its; 

(e) insurance, interest, financing, tax and assessaent 

costs and other operating and carrying costs during 

construction; 

('fl cost o'f construction, rehabilitation, 

reconstruction, fixtures, furnishings, equipment, machinery, 

apparatus and similar facilities related to the real 

property; 

(~) cost of land improvements including landscaping 

and offsite iaproveaentso Mhether or not the costs have been 

paid in cash or in a form other than cash; 

(h) necessary expenses in connection Mith initial 

occupancy of the housing development; 
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(i} a reasonable profit and risk fee in addition to 

job overhead to the general contractor and i'f applicable, a 

li•ited profit housing sponsor; 

(jl an alloMance established by the board for working 

capital and contingency reserveso and reserves for any 

anticipated operating deficits during construction and 

initial occupancy; 

(k) costs of other itease including tenant relocation, 

as the board deteraines to be reasonable and necessary for 

the housing develop•ento less any and all net rents and 

other net revenues received fro• the operation of the real 

and personal property on the development site during the 

construction. 

(10) •Housing sponsor• .. ans Individual so joint 

ventureso partnerships, li•ited partnerships. trustso fir•s• 

associations. corporations, governeental aqencieso 

1i•ited-profit housing sponsoro nonprofit corporationo or 

other legal entities or any combination thereof, that are: 

(a} approved by the board; 

(b) qualified either to oMno construct, acquire, 

rehabilitate, operateo •anaqeo or •aintain a housing 

developeent; 

(c) subject to the rules of the board and other ter•s 

and conditions set forth in this act. 

(11) •Lending institutionR means any public or private 

-4- HB 114 
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entity or governmental agency, approved by the boardo 

•aintaining an office in this state and authorized by laM to 

make or participate in Making residential aortgages in the 

state. 

(12) "Liaited-profit housing sponsor• 

corporation, trust, partnership, association, other 

-ans a 

entity, 

or an individual restricted as to distribution of incoae and 

regulated as to rents, charges, rate of return, and aethods 

of operation as the board deter•ines necessary to carry out 

this act. 

(13) •Mortgage• aeans a mortgage deed, deed of trust, 

or other instru-nt vhi.ch shall const ttute a wal id 1 ien on 

real property in fee st~le or on a leasehold under a lease 

having a re.aining term at the time the mortgage is 

acquired, which does not expire for at least that nu•ber of 

years beyond the •aturity date of the obligation secured by 

the mortgage established by the board as necessary to 

protect its interest as ~ortgagee. 

( 11t) •Mortgage loan• •eans an interest bearing 

obligation secured by a mortgage on land and improvements in 

the state. 

(15) •Nonprofit housing sponsor• means a housing 

cooperative for-d under Title lito chapter lo R.c.M. 191t7o 

or a nonprofit corporation formed under Title 15, chapter 

23o R.c.H. 191t7o restricted as to distribution of income and 
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regulated as to rents, charges, rate of return and aethods 

of operation as the board deter•ines necessary, and whose 

articles of incorporation provide, in addition that: 

{a) the organization has been organized exclusively to 

provide housing developaents for persons and fa.llies of 

lower incoae; 

{b) all the income and earnings of the organization 

shall be used exclusively for housing developaent purposes 

and no part of the net income or net earnings of the 

organization shall inure to the benefit or profit of any 

private individual, fir•• corporation, partnership, or 

association; 

Cc) the organization is in no •anner controlled or 

under the direction or acting In the substantial interest of 

any private Individual, fir•• partnership, or association 

seeking to derive profit or gain therefrom, or seeking to 

eliminate or miniMize losses in any transactions therewith, 

except that the li•itations shall apply to members of a 

cooperative only to the extent provided by rules of the 

board; 

(d) the operations of the organization may be 

supervised by the board and the organization will enter into 

agree.ents with the board to regulate planning, develop•ent, 

and management of any housing development undertaken by the 

organization and the disposition of the property or other 

-6- HS 71'1 
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interests of the organization. 

(16) •Persons and faailies of lower income• means 

persons and families, Nith insufficient personal or family 

incaae who require assistance under this act, as deterained 

by the board, taking into consideration: 

(a} the a.aunt of the total personal and faaily incoae 

available for housing needs; 

(b) the size of the fa•ily; 

(c) the eligibility of persons and faailies under 

federal housing assistance of any type based on loNer income 

or a functional or physical disability; 

(d) the ability of persons and f-il ies to c011f181:e 

successfully in the nor.el housing market and to pay the 

a_,nt at Mhich private enterprise is prcwiding decent, 

safe, and sanitary housing; 

(e) the avatlability and cost of housing in particular 

areas; and 

(f) needs of particular persons or fa.ilies due to age 

or physical handicaps. 

(17) •Rehabilitation• means the repair, reconstruction, 

or i~roveaent of an existing structure to provide decent, 

sa#e and sani·tary housing or to conform housing with state 

or local health, building, fire prevention, and safety codes 

as determined by the board. 

PERSONS DR FAMILIES• meapso 
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for the purposes gf ~S-5161Slo thpse perspns whpse incoees 

dg opt exceed BQJ of the medjan jncgwg fpc the area, as 

deterejped by the secretary of the Unjted States department 

qf hpusing and yrbap deye1ggeent • 

1191 •Rural area• ~ans, for the pvrpose5 Of 3§:516151. 

aor area of the $\ate where the far.ers hgme od•jnjstratlon 

g{__the Unjted States departRftnt of agriculture js pperating 

or is authprized to qpcratee• 

Section z. Section 35-Sl6w R.c.H. 191t7, is aaended to 

read as folla..s: 

•35-516. Aeserve funds and appropriations. (1) The 

board shall pay into the capital reserwe account: 

{a) any funds appropriated and Made available by the 

state for the purpose of the account; 

{b) any proceeds of sale of 

extent provided in the resolutions or 

board authorizinq their issuance; and 

notes or bonds to the 

indentures of the 

(c) any other funds Nhich aay be available to the 

board for the purpose of the account from any other source. 

(2) All funds held in the capital reserve account 

shall be used solely for the payment of the princioal of 

bonds secured in whole or in part by the account or of the 

sinki~o fund pay•ents with respect to the bonds. the 

purchase or redemption of the bonds, the payment of interest 

on the bonds or the payment of any redemption premium 

-8- HS 7llt 
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required to be paid vhen the bonds are redeemed prior to 

•aturity • Funds in the account shall not be withdrawn at 

any time in an a.ount which reduces the aaount of the 

account to less than the sum of •ini•u• capital re5erve 

require.ents established for the account, except for the 

purpose of •aking, with respect to bonds secured in whole or 

in part by the account, payment, when due, of principal, 

interest, rede•ption pre•iu•s• ~and sinking fund pay•ents for 

the payment of which other moneys pledged are not available. 

Any inco.e or interest earned by, or incr .. ental to, the 

capital reserve account due to its investment •ay be 

transferred to other accounts of the board to the extent it 

does not reduce the a.ount of the capital reserve account 

below the su• of •inimum capital reserve requirements for 

the account. 

(3) The board .ay not issue bonds secured in whole or 

in part by the capital reserve account, unless the board 

deposits in the account, from the proceeds of the bonds 

issued or fro• any other sources, an amount not less than 

the minimum capital re5erve require~nt for these bonds. 

For the purposes of this sectiono the term •mini.u• capital 

reserve requirement• .eanso as of any particular date of 

computation, an amount of •oneyo as provided in the 

resolution or indenture of the board authorizinq the bonds 

or notes, equal to not •ore than the greatest of the 
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respective amounts for the current or any future fiscal year 

of the board of annual debt service on the bonds of the 

board secured in whole or in part by the account. The 

annual debt service for any fiscal year is the amount of 

•oney equal to the aggregate of all interest and principal 

payable on the bonds during the fiscal year, calculated on 

the assumption that all the bonds are paid at maturity. If 

any amount of the bonds is required to be redeemed on an 

earlier date by the operation of a sinkinq fund, then that 

a.aunt is considered payable on those bonds during the year 

they are to be redeeaed for the purposes of this 

calculation. 

(It) In cu.puting the a.uunt of the capital reserve 

account, securities in which all or a portion of the account 

shall be invested shall be valued at par. or if purchased 

at less than par, at their cost to the board. 
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