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INTRODUCED BY n • ftj!li:::r:...-w-v pene /~W'""{'V'".,..f.:::S::' .....--=:e -.::;:::::;:: ~ 

A BILL FOR AN ACT ENTITLED: •AN AtT AUTHDRI21N& THE BOARD 

OF HOUSING TO ASSEMBLE POOLS OF MORTGAGES AND PROVIDING TIIAT 

THE BOARD OF INVESTMENTS MAY INVEST IN SUCH POOLS; AME~JNC 

SECTIONS lT-6-211 AND 9D-6-10't• MCAo• 

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

Section 1. Section 17-6-211, NCAt is a .. nded to ~ead: 

•17-6-211. Permissible invest.ents. {1J The following 

securities are permissible invest.ents ~or all investaent 

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

(a} any securities authorized to be pledged to secure 

deposits of public £unds under 17-6-103; 

tbl bondso notes. debentures. equip .. nt Obllgationso 

or any other kind of abaolute obligation of any corporation 

organized and eperating in any state of the United States or 

in Canada, if the obligations purchased are payable in 

United States OOllars• or of any corporation in which the 

United States govern.ant is a voting shareholder by act o# 

con;ress; provided tha~ all investaents under this 

subsection (bt must be rated by one nationally recognized 

rating agency among the top third of their quality 

categories, not applicable to defaulted bands; 
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'(c) co•-rcial paper of pri- quality• as defined by 

one nationally recognized rating agencr• issued by any 

corporation organized and operating in any state of the 

United States, provided that: 

(i) such securities •ature in 270 days or less; 

(ii) the issuing corporation or the parent co~ny of a 

finance subsidi-ary issuing co~~~~arcial paper• at the ti11e of" 

the last financial reporting period. had a ratio of currant 

assets to current liabilities. including aaong current 

liabilities long-term debt aaturing within 1 yeary of at 

least 1 1/Z to 1 and had r.ceived ne~ income averaging il 

million·or .ore annually for the preceding 5 years; and 

(iiiJ no investment aay be .ade at any time under this 

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

invest~ents in any investment fund ~o exceed lU* of the book 

value of such fund or would cause the c~rcial paper of 

any one corporation to exceed Z% of the book value o~ such 

fund; 

(d) bankers• acceptances guaranteed by any bank having 

its principal office in any state of the United S~ates and 

having deposits in excess of SSOO million; 

(e) interest-bearing deposits in banks. building and 

loan associations, and savings and loan associations located 

in Montana~ provided• however, that the board of invest .. nts 

shall require pledgeti securities as specified in 17-6-102 
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(interest 01> said dapoSoits siHIJ1 net be tass """" th9-

prav ... lHng rate of Interest beoq pooid on· deposits of 

private fund$); 

(f) ••cept as proyldpd lp subaectjqa flllgt. 

unencu.btU'ed real property, first -tgages. and 

participa~lOO$ in first .ortgagas on unencu~ed real 

property. provided that: 

(i) no such -tgage or aortgage participation •av be 

purchased unless: 

(A) the principal aiiOUillt of the 1 oan secured by the 

aortgage or mortgage participation is 80~ or Jess of the 

appraised value of the propertr• 

(B) the principal a110unt of the 1oM secured by the 

mortgage or mortgage participation exceeds 80l of tbe 

apprai.seG value of' the property but the aiiOUnt of the loan 

in excess o~ ac%, deteralned at the ~ime the loan was made. 

is guaranteed or insured by a 110rtgage Insurance coapan.y 

which the board of invest.ants has det~mined to be a 

quaJified private insurer; 

(~) 25l or more of the loan or participation therein 

securad is gua.ra.Rt.eed or in5UI"ed in tha event of default by 

the U&it:.ed State5 of Aaa .. ica CK" aD·, agency thereof; o.-

(11) th9 -tgagoo- baa lea"-"<l the ...-tgageo property to 

a pers.GIIib fir••· oc c.ar.poca:t.ion wbo:s•· rental pay~.s_ undetr 

the lease are guaranteee for the full terc11 of the 1- o .. 
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participation therein by an agency of the United States; and 

(ii) no Investment shall be made at any ti•e under 

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

invest•ents in any investment fund to excead 50' of the book 

value of such fund.~ 

(~! yoans;udlerad r@;d nrgpgrty cousistipq pf a$Si!llbled 

ppgl s of wortgagas. which NY ipclude first Mrtgam,:s agd 

partjcipat;pps jo fir$t SQCtqaqes QD yoaocuabsr&d rea] 

orqp•rty and mortgoge pass-through certificates. asJembled 

by the hoard of hQusjog fpr QWCbasiogt coostcw;tiMa QC 

rebabiljtatjog sjnglg-fapjly residential bqysjng. Hgweyar• 

the priqcipal aegunt of any loon secured by each §ycb 

•prtgage or mortgage par\icipatigo in thg pQQl wuss be 951 

or le$S pf tOO apprai§ed yalue of the prqu:cty. 

(2) Investments tram the pooled Investment fund shall 

be restricted to fixed inca.e securities described In 

subsections (l)(a) to (l)(e) above. 

(3) Retireaent funds and the fund provided for in 

17-6-203• subsection (~) may be invested in preferred and 

common stocks of any corpo~ation organized and operating in 

any state of the United States provided that: 

(a) the corporation has assets of a value not less 

than $10 million; 

(b) if the investment Is ·preferred stoctt. the 

corporation's agg~egate earnings available for pay..nt of 
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interest and prafa~rad dividends, for a period o' !S 

consecutive years ialllltedlate1y before the cftlte of invest-nt.• 

have been at least 1 1/2 ti~s the aggregate Of interest and 

preferred dividends required to ba paid during this period; 

(c) no investaent may be made at any tiae under 

subsection (3} which would cause th~ book value of such 

investments in any ~etirement fund to exceed 50% of the book 

value of such fund or would cause the stock at one 

corporation to 

retirement fundi 

exceed 2:t of the book value of such 

(d) subsection (c) does not apply ta funds provided 

for in 17-6-20344). 

(4) The board of invest•ents shall endeavor·to direct 

the state•s investment business to those investment ~ir•s 

andjor banks which •~intain offices in the state and thereby 

make contributions to the state economy. Further• due 

consideration shall be given to invest•ents which will 

benefit the smaller coamunities in the state. The state•s 

investment business will be directed to out-of-state firms 

only when the~e is a distinct economic advantage to the 

state of ~ontana." 

s~ction z. Section 9Q-6-l04w MtA, is a•ended to read: 

•9o-b-1~4. ~e~eral powers of the board. The board •ay: 

(1) sue dod be sued; 

(Z) have a seal; 
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131 adopt all procedural and substantive rules 

necessary for the a~inis~ratlon of this part• Including 

rules concerning its mortgage. construction. and teap~ary 

lending progra•s; 

(~) make contracts, agreeaents. and other instru.ents 

necessary or convenient for the exercise of its powers under 

~his pa~t; 

(5) enter into agree8ents or other transactions Mith 

any federal. state, 

persons 9 and any 

oc local 

domestic 

governmental 

or foreign 

agency. any 

partnership• 

corporation. association, or organization in carrring out 

this part; 

(6) enter into agreements under its rules with 

sponsors, mortgagors. or lending ins~itutions for the 

purpose of regulating the analysis, ~lanning, developaent, 

and management of housing developments financed in whole or 

in part by the pl'"oceeds of its loans or secul"ities and 

mor-t gage purchc.s e progr aiRS; 

(7) ent~r into agreements or other transactions with~ 

ano accept 9rants and the cooperation oft any governmental 

agency in fur-therance of this part, including but not 

li•ited to th~ development, leasing. maintenance, operation• 

~nt.l fin~ncing uf any huusing development; 

(3J accept services, appropriations. gifts. grants. 

oequ~sts, and d~vises and utilize or dispose o~ them in 

-~-
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carryi~ out this part; 

(9) acquire real or personal property or any ri~o 

in~erest, or e~sement therein by gift, purchase, transfer, 

foreclosure, leas.e, or ot.berwise; hold, sellt assign, leas-e., 

encumber• mortgage, or ~therwisa dispose th~reof; hold, 

sell, assign, ~ oth~rwise dispose of any mortgage or loan 

owned by it or ln its control or custody; re1ease or 

re1inquish any right, title, claim, interest, easement• or 

de.and. hcwever gcquired, including any equity or right o~ 

rede~tion; do any of the foregoing by public or private 

sale, with or without public bidding; coa.ence any action to 

protect or enforce any right conferred upon it by any law, 

mortgage, contract, or other agree.ent; bid for and purchase 

property a~ any foreclosure or other sale or acquire or take 

possession of it in lieu of foreclosure; and operate. 

•anage1 leas~. dispose of, and otherwise deal with such 

property in any .anner necessary or desirable to protect its 

interests and the holders of its bonds or notes and 

consistent with an~ agreeaent Nith such holders; 

(10) service 

1 oansi 

(11) provide 

and contract and pay for the servicing of 

general technical services in the 

analysis. planning, design, processing, construction, 

rahaCilitation, and wanagegent of housing dev~lop.ents for 

persons and fd•ilies o~ lower income where these services 
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are not otherNise available; 

(12) provide general consultative services to housing 

developments for persons and families of lower income and 

the residents thereof with respect to ~ounseling and 

t~aining in manageaent, home owne~ship, and •aintenance 

where these services are not otherwise avail~bl~; 

(13) invest any funds not require1 for iamediate use. 

subject to any agreements with its bondholders and 

notehoJder$t as provided in Title 17• chapter 6, except all 

invest~ent income fro• funds of the board less the cost for 

investment a5 prescribed Oy law shall be deposited in the 

housing finance account; 

(14) sell i-:;s loans or securities to the federal 

national Moct~oge association or- any other agency or 

instrumentality of th~ United St.ates anu invest in the 

capi·tal stock issued by the association or other .gg·ancy 

instrumentality to the extent,. if any, required as 

condition of such sale; 

{15) con$ent. whenever it dee.s it necessary 

or 

a 

or 

desir~ble in fu1filling its purposes. to the BDdification of 

the rate of inter·~stw tiqe, ano payment of any installment 

of principal or interest, security, or any other ter• of any 

contract, mortgage, mortgage loan, •ortgage Joan commitae~. 

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

kind, subject to any agreement Nith bondholders and 
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1 noteholdecs; 

2 (16) ~ollect reasonable interest, fees, and charges in 

3 connec~ion with aaking and servicing its 1oans9 notes• 

It bonos,. coiUili ·tments., and other evl dances of indebtedness and 

5 in connection with providing technical,. consultative. and 

6 project assistance services. Interast fees and charges shall 

1 be limit~d to the a•ounts required to pay the costs o~ ~e 

a llcar-d,. including operating: and administrative expenses and 

? r~ason3ble allowances for losses which may be· incurred. 

10 (17) procure insuranc~ against any loss in connection 

11 with its mortgayes and gortya~e loans and other assets or 

12 prop~rty in dmounts and from insurers as the board considers 

13 de~irablc or necess~ry; 

14 (1~.)) act as .3:-:jent for governmental agencies concerning 

15 dcquisition 9 cor.struction. leasing. operation• or •anageaaeR't 

16 cf d h~using devalopm~nt; 

17 (19J is~ue notes and bends dOd replace lost. destroyed• 

1~ or ~utilgt~d notes and bonds; end 

19 (LOJ d~velop specidl programs foe housing develo~nts 

2.0 for vetE.!rans of the ar11ed forces of the United States who 

21 dre unQUle to acquire safe and sanit~ry housing through 

22 lending insti~utions by conventional .. ans~ 

23 121) dS'it;;mblg pools pf IIQCt~qe$ for jnwe:;t•ot jn 

2~ whj£h t(W bQgrd of joygs.t;gAAs N!Y inyut .y prpyidttJ jn 

LS l)'±inWJ'.Idi-Al•" 
-End
_,_ 



STATE OF MONTANA 166-83 
REQUEST NO.----

FISCAL NOTE 

Form BD·/5 

January 20, 83 1 N In compliance with a written request received , 19 __ , there is hereby submitted a Fisca ote 
House Bill 325 

for pursuant to • Title 5, Chapter 4, Part 2. of the Montana Code Annotated (MCA). 

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: 

House Bill 325 allows the Board of Housing to assemble pools of mortgages and provides 
' that the Board of Investments may invest in such pools. 

COMMENTS: 

No additional net expense or revenue would be incurred by the Board of Housing. The 
mortgages would be sold to the Board of Investments at par plus the actual cost of 
assembling the mortgage pool. 

No fiscal impact for Department of Administration. It is assumed the Board of 
Investments would purchase the pool mortgages at market rates as an investment. 

FISCAL NOTE 7:0/1 

BUDGET DIRECTOR 

Office of Budget and Program Planning 

Date: (- 2..Y- Z 3 


