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INTRODUCED BY UJ+t;;;:_· ~~ p,J....,. 
----T(~-~--r-r-oF~-74i'?7 -

A Bill FOR AN ACT ENTITLED: •AN ACT REQUIRING THAT A 

PORTION OF THE COAL SEVERANCE TAX TRUST FUND BF INVESTED IN 

MORTGAGE LOANS TO PERSONS AND FAMILIES OF LOWER INCOME; 

ESTAoliSHING A MORTGAGE PURCHASE PROGRAM ADMINISTERlD BY THE 

30ARD OF HOUSING AND FINANCED BY THE INVESTMENT OF THESE 

FUNDS; AND AMENDING SECTIONS 17-6-211 AND 90-6-104o MCA.• 

WHEREAS, the current high interest rates for •ortgage 

loans make it impossible for persons of lower Income to 

purchase homes; and 

WHEREAS, the building trades In Montana are sta~natlng 

because ~3ny people cannot afford homes; and 

WHEREAS, adequate, affordable housing nurtures stronger 

fnmilies and healthier and happier children; and 

WHEREAS, the coal tax trust fund was cre~ted to benefit 

future generations; and 

WHEREAS, the coal tax trust fund grows continuously as 

coal severance taxes are received; and 

WHEREAS, the coal tax trust fund is not pledged to any 

specific purpose and Is being invested only to produce the 

hi]h~st possible safe return; and 

WHEREAS, investing a portion of the coal tax trust fund 
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LC 0400/01 

in Mortgages for lower inco.e fa•ilies would allow future 

generations of ~ontanans to be raised In healthful, pleasant 

surroundings, which would be of .are lasting value to all 

the citizens of Montana than investing all the coal tax 

trust fund •oney in high interest securities. 

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

Section 1. Section 17-6-2llt ~CAo Is amended to read: 

•t7-6-211. Per•lssible lnves~nts. (1) The following 

securities are per•issible invest.ants for all invest.ant 

funds referred to in 17-6-203, except as Indicated: 

(a) any securities authorized to be pledged to secure 

deposits of public funds under ll-6-103; 

(b~ bonds, notes, debentures, equip.ent oblisationso 

or any other kind of absolute obligation of any corporation 

or~anized and operating in any state of the United States or 

in Canad~o if the obligations purchased are payAble in 

United States dollarso provided that all investments under 

this subsection Cbl •ust be rated by one n~tionally 

recognized rating agency a•ong the top third of their 

quality cate~orieso not applicable to defaulted bonds; 

(c) co•mercial paper of pri•e qualityo as defined by 

one nationally recognized rating agency, Issued by any 

corporation organized and operating in any state of the 

United States, provided that: 
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(~) ~uch secur<ties aature in 270 days or less; 

(ii) the issuing corporation or the parent co•pany of a 

finance subsidiary issuin~ co•mercial ~apero at the time of 

the last financial reporting period, had a ratio of current 

as~ets to current I iabilitie~, including a•ong current 

liabilitie~ long-ter• debt ~aturing vithin 1 year. of at 

least 1 1/2 to 1 and had received net inco.e averaging 11 

•Ill ion or .are annually for the preceding 5 years; and 

(iii) no invest•ent may be •ade at any ti•e under this 

sub,;ection (c) vhich would cause the book value of such 

inves.tllents In any investuent fund to axceed lOt of the book 

value of such fund or wouJd cause the co.-ercia• paper of 

any one corporation to exceed 2'1: of the book value of such 

fund; 

(d} bankers• acceptances guaranteed by any bank having 

its principal office in any state of the United States and 

having deposits in excess of S500 •lllion; 

(e) interest-bearing deposits In bankso building and 

loan associations. and savings and loan as~ociations located 

in Montana, provided, howevero that the board of invest .. nts 

shall require pledged securities as specified in 17-6-102 

(interest on ~aid depo~its shall not be less than the 

prevailing rate of interest b~ing paid on deposits of 

private funds); 

(f) unencumbered real property, first mortgages, and 
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participations in first .artgages on unencumbered real 

property, provided that: 

(i) no such mortgage or mortgage participation may be 

purchased unless: 

(A) the principal amount of the loan secu~ed by the 

mortgage or mortqage partici~ation is 80% or l~ss of the 

appraised value of the property; 

(8) the principal aaount of the loan secured by the 

aortgage or •ortgage participation exceeds BO% of the 

appraised value of the property but the amount of the loan 

in excess of so~. determined at the time the loan was made, 

is guaranteed or insured by a mortgage insurance company 

which the board of investments has determined to be a 

qualified private insurer; 

(CJ 2'5~ or •ore of the loan or participation therein 

secured is guaranteed or insured in the event of default by 

the United States of A•erica or an agency thereof; or 

(D) the aortgagor has leased the 110rtgaqed property to 

a person, firm. or corporation whose rental payments under 

the lease are guaranteed for the full term of the loan or 

participation therein by an agency of the United States; and 

(iii no invest•ent shall be made at any time under 

subsection (1)(f) which would cause the book value of such 

investments in any investment fund to exceed 50~ of the book 

value of such fund. 
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( 2) lnvest~ents f~om the pooled investment fund shall 

2 he rest~ icted to fixed inco•e securities desc~ ibed in 

3 subs~ctions (l)(a) to (l)(e) above. 

4 (J) Retire11ent funds. only. 11ay be invested in 

5 prefer~ed and common stocks of any corporation o~ganized and 

6 operating in any state of the United States provided that: 

7 (a) the co~po~ation has assets of a value not less 

ll than SlO million; 

9 (b) if the invest~~ent is preferred stock, the 

10 corporation's aggregate earnings available for payaent of 

11 interest and preferred dividends, for a period of s 
12 consecutive years i.aediately beO'ore the date of invest.ent. 

13 have been at least 1 1/2 ti11es the aggregate of interest and 

14 preferred dividends required to be paid during this period; 

15 and 

1& (c) if the invest11ent is co .. on stock: 

17 (i) the stock has paid cash dividends in each of at 

lB l~ast 5 years im•ediately before it is purchased; 

19 (ii) the aggregate earnings of the corporation during 

20 this pe~iod which were available for paymP.nt of dividends on 

21 common stock were at least equal to the agg~egate of the 

22 cash dividends paid thereon; and 

23 (iii) not •ore than 2' of the assets of any retireaent 

24 fund may be inve~ted in common stocks o~ in fixed income 

25 secu~ities conve~tible into co•mon stock not confo~ming to 
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the dividend and earnings standards stated in subsections 

(3)(c)(i) and (3)(c)(ii) above. so long as the corporation 

11aintains the asset value required in subsection (3)(a) and 

evidences appropriate growth potential and probable earnings 

g.Jin; .Jnd 

(d) no investment •ay be made at any tl.e under 

subsection (3) which would cause the book value of such 

invest~nt~ in any retire.ent fund to exceed 20~ of the book 

value of such fund or would cause the stock of one 

corporation to exceed 1' of the book value of such 

retlresent fund. 

1~1 The board of investaents shall endeavor to direct 

the state's invest.ent business to those investment fir~s 

and/or banks vhich aalntain offices In the state and thereby 

•ake contributions to the state economy. Further, due 

consideration shall be given to invest.ent~ which will 

benefit the s•aller coa.unitles In the state. The stat~•s 

invests~nt business will be directed to out-of-~tate firMs 

only when there is a distinct econoaic advantage to the 

state of Montana. 

l;.>J I he COil! severance tax trust fund, 1 j sted j n 

11-6-203151. •ay be joyested jn fjrst •ortgagg~ purcha~gd by 

the board of bouslog under tbe progra• established jn 

(.!;ect jon ~ j." 

~ SECTION. Section 2. Required invest~ent for 
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po~~ion of ~he codl seve~ance tax t~us~ fund -- excep~lon. 

(1) Except as p~ovided below. the bodrd of inves~•ents ~ust 

inves~ at leas~ 2~ of the principal of the coal severance 

tax trus~ fund each fiscal year in ~o~tqaqes purchased by 

the boa~d of housing under the prog~a• es~ablished In 

tsec~ion 4t)• The board May invast a large~ portion of ~he 

t~ust funds In these sortg>qes. 

(2) If, in any yea~. the board of housing notifies the 

board of Investments that less than 2~ of the p~lnclpal Is 

neeGed or that no mo~tgaqe funds ar~ needed, the boa~d of 

invest~ents is ~equired to lnv~st only that portion of the 

coal seve~ance tax t~ust fund less than 2~ as will aeet the 

needs ce~tified by the board of housing. 

Section 3. Section 90-6-104, MCAo is aaended to read: 

•9Q-6-104t. Gene~al powe~s of the boa~d. The boa~d •ay: 

11) sue and be sued; 

(2) have a seal; 

(3) adopt all procedural and substantive rules 

necessary for the ad•inlstration of this pa~t, Including 

~ules conce~ning its so~tgage, const~uctiono and te•po~ary 

lending p~og~aas; 

(4) •ake cont~acts. ag~eeaentso and othe~ inst~u.ents 

necessa~y o~ convenient for the exe~cise of its powe~s unde~ 

this pa~t; 

(5) ente~ into ag~eeaents o~ othe~ t~ansactions with 
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any federal, state, o~ local gove~nmental agency. any 

P"-'~sons. and any domes~ic 0~ fo~eign par~ne~shipo 

co~po~a~iono association. or o~ganization in carrying out 

this p~~t; 

(6) unter into agree.ents under its ~ules with 

sponso~s. sor~gago~s. o~ lending institutions fo~ the 

r~rpose of regula~ing ~he analysis. planning, development, 

and aanageaent of housing develop~ents financ~d in whole o~ 

in part by ~he proceeds of Its loans o~ securities and 

mo~tgage pu~chase prog~a•s; 

(7) ente~ in~o ag~eeaen~s or other t~ansactions with, 

and accept gran~s and ~he cooperation of, 

agency in furthe~ance of this part, 

any yovernmental 

including but not 

li~ited to the developmen~. leasing, ~aintenance, operation, 

and financing of any housing develop~en~; 

(8) accept se~viceso app~opriations. gifts. grantso 

bequests. and devises and utilize or dispose of them ' 

carrying out this part; 

(9) acquire real o~ personal p~operty or any ri~ht. 

interest. o~ easeaen~ the~ein by gif~, pu~chase. transfer, 

fo~eclosu~e. lease 9 o~ otherwise; hold, sell, assiyn. lectseo 

encumbe~, ~o~tgage, or otherwise dispose thereof; hold, 

sell, assion. or o~herwise dispose of any mo~tgage or loan 

owned by it o~ in its con~~ol o~ custody; release or 

~elinquish any ~ighto titleo clai•• interest. easemen,. or 
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demand. howeve~ acquired, including any equity o~ ~i]ht of 

2 r~demption; do any of the fo~egoing by public or p~ivate 

3 saley with or without public bidding; commence any action to 

4 protect o~ enforce any right conferred upon it by any law. 

mort~ayeo contract, or other agreement; bid fo~ and purchase 

6 property at any foreclosure or othet sale or acquire or take 

7 possession of it in lieu of foreclosu~e; and operate, 

3 mana~e, lease. dispose ofo and otherwise deal with such 

'J property in any •anner necessary or desirable to protect its 

10 interests and the holders of its bonds or notes and 

11 consistent with any agreement with such holde~s; 

12 (10) service and contract and pay for the servicing of 

B 1 o.ans.; 

14 ( 11] provide general technical services in the 

15 analysis, planning, design, processing, construction. 

16 rehabilitation, and •anage•ent of housing develop•ents for 

17 persons and families of lower income where these se~vices 

lB are not otherwise available; 

19 (12] provide general consultative services to housing 

20 dev~lopments for persons and families of lower income and 

21 the residents the~eof with respect to counseling and 

22 training in management, home ownershipo and •aintenance 

23 where these services are not otherwise available; 

24 (13] invest any funds not required for immedi~t~ use, 

25 subject to any agreements with its bondholders and 
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noteholderso as provided in Title 17o chapter 6o except all 

investment inco•e fro• funds of the board less the cost for 

invest~ent as prescribed by law shall be deposited in the 

housin~ finance account; 

114) sell its loans or ~ecurities to the federal 

national mortgage association or any other agency or 

instrumentality of the United Stat~s dnd invest in the 

Cdpital stock issued by the association or other agency or 

in~trueentality to the extent, if any. required as a 

condition of such sale; 

(lSI consent, whenever it dee•s it necessary or 

desirable In fulfilling its purposes. to the modification of 

th~ rate of interest, tl•e• and pay•ent of any installaent 

of principal or interest, security, or any other term of any 

contract, mortgage, •ortgage loan, eortgage loan co•eit•ent, 

construction loan, advance contract. or agree•ent of any 

kind, subject to any agreeMent with bondholder!> and 

notcholders> 

(161 collect reasonable interest. fees, und charges in 

connection with making and servicing its loans. notes, 

bonds, commitments, and other evidences of indebtedness and 

in conne~tion with providing technical, consultative, and 

project assistance services. Interest fees and charges shall 

be limited to the a~ounts required to pay the costs of the 

board, including operating and adDinistrative expenses and 
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reasonable allowances for losses which may be incurred. 

(11• procure insurance against dny loss in connection 

with its MortC)aqes and mortgage lo.>ns .>nd other assets or 

prop<>rty in a•ounts and from insurers .1s the board considers 

desirable or necessary; 

(18) act as agent for governMental ay~ncies concerning 

acquisition, construction, leas in.J• oper.Jti on, or 11anage11ent 

of a housing develop.ent; 

(19) issue notes and bonds and replace lost. destroyed, 

or ~·uti 1 ated notes and bonds; e~ 

(20) develop special progra•s for housing developcents 

for veterans of the armed forces of the United States vho 

are unable to acquire safe and sanitary hQUsing through 

lending institutions by convent iondl .,,,answ~ 

f211 l@Cejya fUQdl frQW the COd) Seyerance taX tCU$\ 

fund fgr Uie jn the prograw established jn [iectjgn ~).• 

NEW SECTIQN. Section lte Mortgage purchase prograc 

financed by coal tax trust fund investment. (1) With the 

woney received frow the coal severance tax trust fund as 

provided in [section 2]• the board shall establish a progra• 

to purchase m~rtgage loans rade by lending institutions to 

persons and fa•ilies of lower incoce. 

(2) The board shall establish rules to: 

(a) set inco•e and asset li•itations for persons 

eligible to secure aortgage loans under this prograM. These 
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1 imitations shall be lover than those adopted by the board 

f~r Its other progra•s• 

(b) qovern the •ethod of selecting loans to purchase; 

(c) 

(d) 

set conditions and ter~s for servicing loans; 3nd 

govern other •atters as the board considers 

necessary to Silfeguard the coal tax trust fund money 

invested by the board and to .ake mortgage loans available 

to persons and fa•llies of lower income. 

(3) The board aay only purchase mortgaged loans that 

~eet the following criteria: 

(a) the •ortgages are guaranteed or insured a•Ja in st 

default by a federal government agency; 

(b) the •ortgage loan was made to a person or family 

<jUdlifying under the i nconte 1 i•itations the board 

establishes by rule for this program; 

(c) the .ortgage loans were made at an interest rate 

set by the board; and 

(d~ the ~X>rtgage was made by a lending institution. 

(4) The board shall estaulish a rate of interest for 

~rtgages purchased under this program equal to betwe~n 1% 

and 2~ bel~w the average rate of interest the bo~rd 

established for mortgages or loans financed by the sale of 

revenue bonds during the past 12 months. 

H~IIOH. Section 5. Quarterly payment to coal 

severance tax trust fund. (1) The board of housing snail 
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1 remit each quarter to the board of investments all pay~ents 

2 of principal and interest made on •ortgages purchased under 

3 the provisions of [section 4] during the preceding quarter. 

't (2) The board of investment5 shall credit these 

5 pay~ents to the coal severance tax trus~ fund. 

-End-
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,, STATE OF MONTANA 

FISCAL NOTE 

69-79 
REQUEST NO. _ 

Form BD-15 

In compliance with a written request received -·- _Jsill1Ul.I.:Y_2.2~- ______ , 19 __]_!)_ , there is hereby submitted a Fiscal Note 

for __ Senatuill _ _laa_ ____ pursuant to Chapter 53, 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 members 

of the Legislature upon request . 

.. 
DESCRIPTION OF PROPOSED LEGISLATION 

'~ An act requiring that a portion of the coal severance tax trust fund be invested in 
mortgage loans to persons and families of lower income; establishing a mortgage 
purchase program administered by the Board of Housing and financed by the investment 

"" of these funds. 

ASSUMPTIONS 

l· Two additional employees will be needed by the Board to monitor provision of 
the bill for the "low income" mortgages. 

2. Approximately 4 percent will be lost from current investment return from the 
monies that will be diverted to these mortgages. 

FISCAL IMPACT 

Additional cost of proposed legislation: 
Personal services 
Operating cost 
Equipment 

FY 80 
$29,300 

1,500 
___h_500 
$32,300 

FY 81 
$29,975 

500 
500 

$30,975 

No estimate of the 4% investment earnings loss can be determined due to the fact 
that the magnitude and number of loans is unknown. 

The increased cost must be supported by the State General Fund . 

. ~c/#~ ~ 
~UDGET DIRECTO~ ~ l 
Office of Budget and Program Planning 

Date: ) /l. "' J7 r 


