HOUSE BILL NO 325

Introduced: 01/18/83

Referred to Select Committee on Economic Development: 1/18/83
Hearing: 2/1/83
Died in Committee
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INTRODUCED BY )Q‘E-\Mfm)

A BILL FOR AN ACT ENTITLED: =AM ACT AUTHORIZING THE BOARD
OF HOUSING TO ASSEMBLE PDOLS OF MORTGAGES AND PROVIDING THAT
THE BUARD OF INVESTHENTS MAY INVEST IN SUCH POOLS; AMEMDING
SECTIONS 1T-6—211 AND 90-6-104s MCAL"

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTARA:
Section le Section 1T-6-21lly MCAy is amended to read:
w17-6-211., Permissible investmentss {1} The following

securities are permissible investments for all investment

funds referred to in 17-6~203y except as indicated:
{a) any securities authorized to be pledged to secure

deposits of public funds under 17-6-163;

{d) bondsy notesy debenturess wquipment odbligations,

or any other kind of absolute obYigation of any corporation

organized and gperating in any State of the United States or
in Canaday if the obligations purchased are payable in
United States dollarss or of any corporation in which the
United States government is a voting shareholder by act of
conjressst provided that all investments under this
subsection (b) must be rated by one nationally recognized
rating agency among the top third of their quality

categoriesy not applicable to defaulted bonds;
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(c) commercial paper of prime qualitye as defined by
one nationally recognized rating agencys issved by any
corporation organized and operating in any state of the
United Statess provided that:

{i) such securities mature in 270 days or less;

{(ii) the issuing corporation or the parent company of a
finance subsidiary issuing commercial papers at the time of
the last financial reporting periods had a ratio of current
assets to current liabilitiese including among- current
liabilities long-terwm debt maturing within 1 yeary of at
teast 1 i/2 to 1 and had received net income averaging $1
willion or more anpnually for the preceding 5 yearss and

(i#i) no investment pay be made at any time under this
subsection (c} uﬁich would cause the book value of such
investments in any investment fund to exceed 1U% of the book
value of such fund or would cause the commercial paper of
any one corporation to exceed 23 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 $500 million;

{e) interest—bearing deposits in bankssy building and
loan associationsy and savings and loan associations located
in Montanay provideds howevery that the board of investments

shall requir2 pYedgeu securities as specified In Ll7-6-102
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{interest on said deposits shall nst be less than the

pravalling rate of interest being paid on deposits of
private funds);

(f} except _as prowided. in subsection  (13(g)s
uncncumbered real propertys first mortgagese and
participations in First wortgages on unencumbered real
property, provided that:

{i) no such mertgage or mortgage participation may bhe
purchased unless:

{A) the principal amount of the 1oan secured by the
mortgage or mortgage participation is 80X or less of the
appraised value of the property;

(B} the principal amount of the loan secured by the
mortgage or wmortgage participation exceeds 80 of the
appraised value of the property but the amount of the loan
in excess of 80Xy determined at the time the locan was mades
is guaranteed or insured by a mortgage insurance coapany
shich the board of investments has determined to be a
qualified p;ivate insurar;

fC) 252 or more of the loan or participation therein
securad is guaranteed or inswured in tha cvent of default by
the Umited States of America or am agency thereeof; or

(D) the mortgager has 1eased the mortgaged property to
a persony firas of corparation whose rental paysents under

the lease are guaranteed for the full term of the loan or
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participation therein by an agency of the United States: and

{ii) no investment shall be made at any time under
subsection (1}{f) which would cause the book value of such
investments in any investment fund to excead 50X of the book

value of such fundw;i

{2} Investments from the pooled investment fund shall
be restricted to fixed income securities described in
subsections [1){a} to {1l)}(e) above.

(3) Retirement funds and the fund provided for in
17-6-203¢ subsection ({4) may be invested in preferred and
common stocks of any corporation organized and operating in
any state of the United States provided that:

{al the corporation has assets of a value not less
than $10 million;

{by if the Investment is ~preferred stocky the

corporation's aggregate earnings available for payment of

-4



Vi W N e

o

10
11
12
13
14
15
16
17
13
19
20
21
22
23
24
25

LC 0549701

interest and praefarred dividendsy for a period of 8
consecutive years immediately before the date of investment,
have been at least 1 1/2 timwes the aggregate of interest and
prefesrred dividends required to ba paid during this period:

(c) no investment way be made at any time under
subsection (3} which would cause the book value of such
investments in any retirement fund tc exceed 50% of the book
value of such fund or would cause the stock of one
corporation te exceed 2% of the book value of such
retirement Fundg;

(d} subsection (c) does not apply to funds prévided
for in 17-6-203{4).

{43 The board of investaments shall endeavor tc direct
the state?s investment business to those investment Ffirms
and/or banks which maintain offices in the state and thereby
make coptributions to the state economys ¥Furthere due
consideration shall be given to investments which will
penefit the smaller communities in the states The state®s
investment business will be directed to out-of-state firms
only when there is a distinct economic advantage to the
state of Montana.™

Section Zs Section 90-6-104y MCAe is amended to rvead:

“90~6~104e GCeneral powers of the boarde The board mays

{l1l) sue and be sued;

{£) have a seal;
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(3) adopt all procedural and substantive rules
necessary for the administration of this party including
rules concerning its mortgages constructions and temporary
lending programs;

(%)} make contractsy agreements, ahd other instruments
necesssry or convenient for the exercise of its powers under
this part;

{5) enter into agreements or other transactions with
any federals states or local governmental agencys any
perscnse and any domestic or forsign partnershipy
corporationy associationy or organization in carrying out
this part;

{6) enter into agyreements under its rsules with
Sponsorss Rortgagorss or lending institutions for the
purpose of regulating the analysiss plamnings developments
and management of housing developments Financed in whole or
in part by the proceeds of its loans or securities and
mortgage purchase programs;

{7} enter into agreements or other transactions withy
any accept grants and the cooperation ofy any governeental
agency in furtherance of this party including but not
limited to thz develcopments leasing» maintenances oparations
and financing of any housiayg development;

(8) accept servicess appropriationses giftses grantse

pequestsy and devises and utilize or Jdispose of them in

——
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carryifg out this part;

(%) acquire real or personal property or any righte
interesty or easement thereim by gifts purchases transfers
foreclosurey leases or otherwise; holds sells assigny leases
encumbersy mortgage.. or otherwise dispose thereof; holds
selly assigny or otherwise dispose of any mortgage or loan
owned by it or in its control or custody; release or
relinquish any righty titles clakmy interesty oasements or
demands hcwever acquiredy including any equity or right of
redempiion; do any of the foregoing by public or private
saley with or without public bidding; commence any action to
protect or enforce any right conferred wpon it by any lows
mortgages contracte or othar agreement; bid for and purchase
property at any foreclosure or other sale or acquire or take
possession of it in 1liau of foreclosure; and operatey
managey leasey dispose ofs and otherwise deal with such
property in any manner necessary or desirable to protect its
interests and the holders of its bonds or notes and
consistent with any agreement with such holders;

(10) service and contract and pay for the servicing of
loans;

{11) provide general technical services in the
analysisa plannings designe processings constructions
rahabilitation. and panagement of housing developments for

persons and fomilies of lower income where these services
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are not otherwise avalilable;

{12) provide general consultative services to housing
developments for fpersons and fawilies of lower income and
the residents thereof with respect to counseling and
training in mapsgementy home ownerships and maintenance
where these services are not otherwise available;

{13) invest any funds not required for immediate wusSe.
subject to any agreements with its bondholders and
noteholderss as provided in Title 17s chapter 6y except all
investpent  income from funds of the board less the cost for
investment as prescribad by law shall be deposited in the
housing finance account;

{14} sell its 1loans or securities to the federal
national wortgage assaciation or any other agency or
instrumentality of the United States and iInvest in the
capital stock issued by the association or other ag=ncy or
instrumentality to the extenty if anys required as a
condition of such sale;

{13) consents whenever it deeas it necessary or
desirsble in Fulfilling its purposess to the modification of
the rate of interosty times and payment of any installiwent
of principal or interesty securitys or any other term of any
contracts werigagey mortgage icans mortgage Joan commitments
construction loans advance contracts or agreement of any

Kindy sub ject to any agreement with bondholders and
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noteholders;

(16) collect reasonable Interests feesr and charges in
conection with wmaking and servicing its loanss notess
bondsy commitmentsy and other evidences of indebtedness and
in connection with providing technlcaly consultatives and
project assistance services. Interest fees and charges shall
be Timited to the amounts required to pay the costs of the
beardy including operating and administrative expenses and
reasonable allowances for losses which may be incurreds

(17) pracure insurance against any loss in conneckion
with its mortgayes and mwortgayge loans and other assets or
property in amounts and from ipsurers as the board considers
desirable or necessary;

{(13) act as agyent for governmental agencies concerning
acguisitiony constructions leasings operations or management
cf a hoeusing devalopment;

{19) issue notas and bonds and replace loste destroyeds
or autilated notes and bonds; snd

{£3) develop special programs for housing developments
for veterans of the armed forces of the United States who
are unable to acquire safe and sanitary housing through

lending institutions by conventional meansi_and
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REQUEST NO.
FISCAL NOTE ‘
Form BD-15
fn compliance with a written request received January 20, , 19 83 , there is hereby submitted a Fiscal Note
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 Legisiature upon request.

DESCRIPTION OF PROPOSED LEGISLATION:

House Bill 325 allows the Board of Hou51ng 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
Qffice of Budget and Program Planning

Date: f' 2-5.-"'33




