SENATE BILL NO. 251

INTRODUCED BY GOODOVER, LEE, GAGE, FABREGA, KITSELMAN, MILLER,
VINGER, WALDRON, ADDY, KEATING

BY REQUEST OF THE BOARD OF HOUSING

IN THE SENATE

January 21, 1983 Introduced and referred to
Committee on Business and
Industry.

Pebruary 15, 1983 Committee recommend bill
do pass. Report adopted,

February 16, 1983 Bill printed and placsd
on members' deasks.

Pebruary 17, 1983 Second reading, do pass.

February 19, 1983 Correctly engrossed.

Pebruary 21, 1983 Third reading, passed.

Ayes, 50; Noes, 0.
Tranamitted to House.

IN THE HOUSE

March 1, 1983 Introduced and referred to
Select Committee on
Economic Development.

March 3, 1983 Rereferred to Committee on
Business and Industry,.

March 22, 1983 Committaee recommend bill be
concurrad in. Report
adopted,

Second reading, concurred
in,

March 23, 1983 Third reading, concurred in,
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March 25, 1983 Raturned to Senate. Sent
to enrolling.

Reported correctly enrolled.
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INTRCOUCED BY

K\\’&D\“““'J BY R/EQ

A BILL FOR AN ACT ENTITLED: ™AN ACT AUTHORIZING TH¥ BUOARD
OF INVESTMENTS TO ENTER A COMMITMENT AGREEMENT WITH THE
BUOARD OF HOUSING FOR THE PURCHASE OF MURTGAGE LOANS FINANCED

BY THE BOARD OF HOUSTNG; AMENDING SECTION 17-6—211s MCAL™

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section l. Section 17T-6-2114 MCAs is amended to read:
"17-6-211. Permissible investments. (1) The following

securities are permissible investments for all investment

funds referred to in 17-6-203y except as indicated:

(a) any securlties authorized to be pledged to secure
deposits of public funds under 17-6-103;

(D) bondss notesy debenturess equipment obligationse
or any other kind of absolute obligation of any corporation
organized and operating in any State of the United States or
in Canaday if the obligations purchased are payable in
United 3ststes dollarsy or of any corporation in which the
United States jovernment is a voting shareholder by act of
conyress; provided that aln investments under this
subsection (b) must be rated by one nationally recognized

rating agency among the top third of their quality
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categoriess not applicable to defaulted bonds;

{c) commercial paper of prime gqualitys as defined by
one nationally recognized rating agencyy issued oy any
corporation organized and operating in any state of the
United Statesy provided that:

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

(ii) the issuing corperation or the parent company cof a
finance subsidiary issuing commercial papers at the time of
the last financial reporting perioay had a ratio of cusrent
assats to current ljabilitiesy including among current
liabilities long-term debt maturing within 1 yeary of at
least 1 172 to 1 and had received net income averaging $1
million or more annually for the preceding 5 years; and

(iii) no investment may be made at any time under this
subsection (¢} which would casuse the book value of such
invastments in any investment fund to exceed 19% of the book
value of such fund or would cause the commercial paper of
any one corporation to exceed 2% of the hock value of such
fund;

{d} bankers!' acceptances guaranteed by any bank havinag
its grincipal office in any state of the United States and
having deposits in excess of $300 milltiong

(2) interest-nearing deposits in hanksy Huilding and
Toan assvciationss and savings and loan associations located
in Montanas providedsy howevery that the ocard of investments
INTRODUCED BILL
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shall reguire pledyed securities as specified in 17=-6-102
(interest on said deposits shall not be less than the
prevailing rate of interest being paid on ueposits of
private funds);

(f) wunencumbered real propertys first mortqagess and
participations in first mortgages on unencumbered razl
property Qs _oprovided in this subsection (13{f} god
subseciion {5)+ provided that:

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

(A} the principal amount of the loan secured by the
mortgage or mortgage participation is 80% or less of the
appraised value of the property;

(3} the principal emount of the loan secured by the
mortgage or mortgage participation exceeds 80% of the
appraised wvalue of the property but the ameunt of tha 1oan
in 2xcess of 80%s determined at the time the lvan wWas amader
is gjuarantead or insured by a wortgage insurance company
which the becard of investments has determined to be a
qualified private insurer;

{€) 25%%¢ or more of the loan or participation therein
secured is guaranteed or insured in the event of dafault LV
the United States of America or an agency thereof; or

{u) the mortgagor has leased the mortgaegzd property to

@ nersone firme or corporation whose rental payments under
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the lease are guaranteed for the full term of th: Joa:n or
participaticn tharein by an agency of tha United States; and

{ii) no investmant skall be  nade at any time under
subsection (1}(f) which would cause the pook value of such
investments in any investment fund to exceed 313% of the book
value of such fundae

{2) 1Investments from the pooled investmsnt fund shall
be restricted to fixed income sSecurities described in
subsections (1){a) to (l){e} abovee

{3) Retirement funds and the fund provideg for in
17-56-2C3y subsection {4) may be invested in preferresoc and
common stocks of any corporation organized and operating an
any state of the United States provided that:

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

{(v) if the investment is preferred stocks tne
corporation’s aggregate earnings available for payment of
intzrest and preferred dividendss for a perios of 5
consecutive vears immediately before the date >f investmenty
have bean &t least 1 1l/2 times the aggregate of interest and
praferred dividends required tc be paid during this periocd;

{c) no investment may be made at any time under
subsection {3) which would cause the book wvalue of such
investments in any retirement fund tc axceed 50% of th: book

value of such fund or would cause tha stock of one

e



10

11

1z

i3

L4

16

17

13

19

20

2?

23

24

25

LC 2103/01

corporation to exceed 2% of the book value of such
retirement fund;

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

[4) The board of investments shall endeavoer to direct
the state's investment business to those investment Ffirms
and/or banks which maintain offices in the state and thereby
make contrioutions to the state economye Furthers due
consideration shall be given to investments which will
benefit the smaller communities in the state. The state's
investment business will be directed to ocut-of-state firnms
only when there is a distinct economic advantage +to the
state of Montanae

{51 _The board may jnvest in mortgage loans finapced by
the peard of housing . if the gmortgages are not in default _and
mezt  the raguirements of subsection (1)tf). The board may
enter into a commitment agreemept wWith the board of housing
ak__the time of an jssue of Donds or notes by the pDoard of
housing providing for the purchase at a specified future
dates pot to exceed 15 years from the date of the issues of
21} or apy porgion of the amount of mortgage loans purchased
with the proceeds of Yhe issues The hoard of invastmeots
may charge reasonable fees for any commitment and may agree
to purchase the morigyage lgaps on terms that in the judgmeot
of the beard of investments provide a fair wmarket rate of

—5—

return to the purchaserse™

-End-
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Approved by Committee
on Buginess and Industry

BILL NO. 225/

&
INTRODUCED BY

\A\M"*‘"’o BY REQ

A BILL FOR AN ACT ENTEITLED: AN ACT AUTHORIZING THE BOARD
OF INVESTMENTS TO ENYER A COMMITMENT AGRECMENT WITH THE
BOARD OF HOUSING FOR THE PURCHASE OF MORTGAGE LOANS FINANCED

BY THE BOARD OF HOUSING: AMENDING SECTION 1T7-6—-211ly MCA.™

BE ¥T ENACTED BY THE LEGISLATURE DF THE STATE OF MONTANA:
Section le Section 1T-6-211s MCLAs 35 amended to read:
*"17-6-211. Permissible investments. {1} The following

securities are permissible investments for all  investment

funds referred to in 17-6-203y except as indicated:

(a}] any securlties authorized to be pledged to secure
deposits of public funds under 17-6-103;

{b} bondsy notes, debenturess equipment obligationsy
or any other kind of absolute obligation of any cerporation
orgyanized and cperating in any state of the United States or
in Canaday If the obligations purchased are payable in
United 3States dollarse or of any corporation in which the
United States government is a voting shareholder by act of
congressi provided that alt investments wunder this
subsection (b} wust be rated by one nationally recognized

rating agency among the top third of +their guality
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categoriess not applicable to defaulted bonds;

{c)y commercial paper of prime qualitys as defined by
one nationally recognized rating agencys issued by any
corporation organized and operating in any state of the
United Statesy provided that:

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

{ii) the issuing carporation or the parent company of a
finance subsidiary issuing commercial paperes at the time of
the last financial reporting periody had a ratio of current
assets to current liabilitiesy including among current
liabilities Yong-term debt maturing within 1 yeary of at
lest 1 1/2 to 1 and had received net income averaging $1}
million or more annually for the preceding 5 years; and

(iii) no investment may be made at any time under this
subsection {c)} which would cause the book value of such
investments in any investment fund to exceed 10% of the book
value of such fund or would cause the commercial paper of
any one corporation to exceed 2% of the bock value of such
Fund;

(d} bankers® acceptances guaranteed by any bank having
its principal office ip any state of the United States and
having deposits in excess of $500 million;

{(2) interest-bearing deposits in bankss bnilding and
loan associationss and savings and loan associations located

in Montana, provideds howevers that the Doard of investments

-2
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shall require pledged securities as specified in 17-6-102
({interest on said deposits shall not be 1less than the
prevailing rate of interest being paid on ueposits of
private funds);

{f) unencumbered real propertys first mortgagesy and
participations in first mortgages on unencumbered real
property as provided jn  1ibis subsecfion {lI{f) and
subsection (5)s provided that:

(i) no such mortgage or mortgage participation may be
purchased unless:

{A} the principal amount of the loan secured by the
mortgage or mortgage participation is 80X or less of the
appraised vaiue of the property;

{B) the principal amount of the loan secured by the
mortgage or m®mortgage participation exceeds 80% of the
appraised value of the property but the amount of the loan
in excess of 80%y determined at the time the loan was mades
is guaranteed or insured by a mortgage insurance company
which the board of investments has determined to be a
qualified private insurer;

{(C} 25% or #more of the Yoan or participation therein
secured is guaranteed or insured in the event of default by
the United States of America or an agency thereof; or

{b) the mortgagoar has leased the mortgaged property to

a persony fTirmy or corporation whose rental payments under
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the lease are guaranteed for the full term of the loan or
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 exc<eed 30% of the book
value of S5uch funde

{2} Investments from the pooled investment fund shalil
be restricted to fixed income sSecurities descrihed in
subsections (1){a} to (1){e) abovea

(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 opereting in
any state of the United States provided that:

(a) the corporation has assets of a value not Tless
than $10 mitlion;

by if the investment is preferred stocky the
corporation*s aggregate earnings available for payment of
interest and preferred dividendse for a period of 5
consecutive years immediately before the date of investmente
have been at lYeast 1 1,72 times the aggregate of interest and
preferred dividends required to be paid during this perioed;

{¢) no investment may be made at any time under

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

“investments in any retirement fund to exceed 50X of the book

value of such fund or would cause the stock of one

—p—
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corporation to exceed 2X of the book value of such
retirement fund;

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

{4) The board of investments shall endeavor to direct
the state®s investment business to those investment firms
and/or banks which maintain offices in the state and thereby
make contrioutions to the state economye. Furthers due
consideration shall be given to investments which will
benefit the smaller communities in the states. The state’s
investment business wWill be directed to out-of-state firms
only when there is a distinct economic advantage to the
state of Montanae
the board of housing if the mortgages are neot in default and
mect the requirements of subseciion (J11(fie The board may

t i ot it t L wi the | i of 1 i

) ti i R £ L i ' £ | of
housing providing for the purchaSe at 3 specified Future
datey not to exceed 15 years from the date of the issues of
all or any portion of the gmount of mortgage loans. purchased
with the proceeds of the issues The hoard of investments
may _charge reasonable fees for any commitment aond may agree
to purchase the merkgage leoans on terms that jp the judgment
of the board of investments provide a fair market rate of

-5
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BILL NO. =25/

INTRODUCED BY

K\\‘&‘a\"‘"“"’) BY I;EQ ST OF

A BILL FOR AN ACT ENTITLED: ™AN ACT AUTHORIZING THE BOARD
OF INVESTHMENTS TO ENTER A COMNITMENT AGREEMENT WITH THE
BOARD OF HOUSING FOR THE PURCHASE OF MUORTGAGE LOANS FINANCED

BY THE BOARD DF HOUSING: AMENDING SECTION 17-6-211s MCA™

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section 1. Section 17-6-21ly MCAy Is amended to read:
"1T7-6-211. Permissible investments. {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 17-6-103;

(b} bondss notess debenturessy eqguipment obligationse
or any other kind of absolute obligation of any corporation
organized and operating in any state of the United States or
in Canaday if the obligations purchased are payable in
United States doliarsy dr of any corporation in which the
United States government is a voting shareholder by act of
congress; provided that all investments under this
subsection (b) wmust be rated by one nationally recognized

rating agancy among the top third of their quality
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categoriesy not applicable to defaulted bonds;

{c) commercial paper of prime qualitys as defined by
one nationally recognized rating agencys issued oy any
corporation organized and operating in any state of the
United Statesy 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 papery at the time of
the last financial reporting periods had a ratio of current
assets to current liabilitiesy including among current
liabilities long-term debt maturing within 1 yeary of at
least 1 1/2 to 1 and had received net income averaging $1
million or more annually for the preceding 5 years; and

{iii) no investment may be made at any time under this
subsection (c) which would cause the book value of such
investments in any investment fund to exceed 10% of the book
vatue of such fund or weuld cause the commercial paper of
any one corporation to exceed 2% of the bock value of such
fund;

(d) Dbankers' 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) iﬁterestvnearing deposits in bankse building and
Toan associationss and savings and lcan associations located
in Montanas provideds howevers that the board of investments

-

THIRD READING
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shall require pledyad securities as specified in 17-6-102
{interest on said deposits shal!l not be 1less than the
prevailing rate of interest being paid on aqeposits of
private funds);

{f) unencumbered real propertys first mortgagess and
participations in Ffirst mortgages on unencumbered real
property as _ grovided jp _this subsection {1){f) _and
subsection {53y provided that:

(i} no such mortgage or mortgage participation may be
purchased unless:

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

(B) the principal awmount of the loan secured by the
mortgage or mortgage participation exceeds 80% of the
appraised value of the property but the amount of the loan
in excess of 80%y deterwmined at the time the loan was mades
is guaramteed or insured by a mortgage insurance company
which the board of Investments has determined to be a
qualified private insurer;

(C) 253 or wmore of the loan or participation therein
secured is quaranteed or insured in the event of default by
the United States of America or an agency thereof; or

{0} the mortgagor has leased the mortgaged property to

a persony firme Oor corporation whose rental payments under

-3-
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the lease are guaranteed for the full term of the loan or
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 50% of the book
value of such funde

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

{3} Retirement funds and the fund provided for in
1T-6-2034 subsection (%) may be invested in preferred and
common stocks of any corporation orgarized and opefrating in
any state of the United States provided that:

(a) the corporation has assets of a value wnot less
than $10 million;

(by if the investment is preferred stocks the
corporation®s aggregate earnings available for payment of
interest and preferred dividendse for & period of 35
consecutive years immediately before the date of investments
have been at least 1 1/2 times the aggregate of interest and
preferred dividends required to be paid during this period;

{c}) no investment m3ay be made at any time under
subsection (3) which would cause the book value of such
investments in any retirement fund to exceed 50X of the book

value of such fund or would cause the stock of one

—4
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corporation to exceed 2% of the book value of such
retirement fund;

{d) subsection {¢) does not apply to funds provided
for in 17-6—-203{4).

(4) The board of investments shall endeavor to direct
the state*s investment business to those investment firms
and/or banks which maintain offices in the state and thereby
make contributions to the state economye Furthers due
consideration shall be given to investments which will
benefit the smaller communities in the state, The state's
investment business will be directed to ocut-of-state firms
only when there is a distinct economic advantage to the
state of Montanae.

i5) The board may invest in morigage loans financed Dy
the board of housing if the mortgages are not in default and
meet _the requiresents of subsertion (1)3{f)e The hgard may

1

—End—
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SENATE BILL 0. 251
INTRODUCED BY GOODOVERy LEEy GAGEe FABREGAy KITSELMANg
MILEERy VIMGER, WALDRONs ADOYs KEATING

BY REQUEST OF THE BOARD OF HOUSING

A BILL FOR AN ACT ENTITLED: ™AN ACT AUTHORIZING THE BOARD
OF IMVESTMENTS TO ENTER A COMMITMENT AGREEMENT WITH THE
BOARD OF HOUSING FOR THE PURCHASE DF MORTGAGE 1 OANS FINANCED

BY THE BOARD OF HOUSING; AMENDING SECTION 17-6~211y MCAWL®

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

Section L. Section 17-6-211y MCAs is amended to read:

¥17-6-211e Permissible investmentse (1) The following
securities are permissible investments for all Jnvestment
funds referred to in 17-6-203, except as indicated:

(3a) any securities authorized to be pledged to secure
deposits of public funds under 17-6-103;

{p) bondss notesy debenturess equipment obligationss
or any other kind of ahsolute obligation of any corporation
arganized and operating in any state of the United States or
in Canadas if the obligations purchased are payable in
United States dollarse or of any corporation in which the
United States government is a voting shareholder by act af
congress; provided that all investments wunder this

subsection (b) must be rated by one nationally recoqnized

10
i1
12
i3
14
15
16
17
| K]
19
20
21
22
23
24

25

SB 0251/02

rating agency among the top third of their quality
categoriesy not applicable to defaulted bonds;

(c) comsmercial paper of prime quality, as defined by
one nationally recognized rating agencys Issued by any
corporation organized and operating in any state of the
United States. provided that:

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

{il) the issuing corparation or the parent company of a
financ: subsidiary issuing commercial papers at the time of
the last financial reporting periods had a ratio of current
assets to current liabilitiesy including among current
jiabilities long~term debt maturing within 1 yeary of at
least 1 172 to 1 and had received net income averaging 31
milltion or more annually for the preceding 5 years; and

{iti) no investment may be made at any time under this
subsection (c) which would cause the book value of such
investments in any investment fund to exceed 10X of the book
value of sueh fund or would cause the commercial paper of
any one corporation to exceed 2% of the book value of such
fund;

(a) bankers®' acceptances guaranteea by any bank having
its oarincipal office in any state of the United States and
having deposits in excess of $500 million;

{e) interest-bearing deposits in bankss building and

toan associatianses and savings and loan associations Yocated

-2=- sB 251
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in Montanay, provideds howevers that the board of investments
shall require pledged securities as specified in 17-6-102
(interest on sald deposits shall npot be less than the
prevalling rate of interest being paid on deposits of
private funds)i

{f) wunencumbered real propertyy first mortgagess and
participations in first mortgages on unencumbered real
property as_. provided. _fo. this subsection. {13(f} _apnd
subsection_(5)y provided that:

(i} no such mortgage or mortgage participation may be
purchased unless:

(A) the principal amount of the loan secured by the
mortgage or mortgage participation Is 80% or less of the
appraised value of the property;

{8) the principal amount of the loan secured by the
mortgage or mortgage participation exceeds 80% of the
appralsed value of the property but the amount of the loan
in excess of 80%, determined at the time the loan was madey
is guaranteed or insured by a mortgage Insurance company
which the board of investments has determined to be a
qualified private insurers;

(C} 25% or more of the loan or participation therein
secured is guaranteed or insured in the event of default by
the United 5tates of America or an agency thereof; or

{0) the mortgagor has leased the mortgaged property to

-3- SB 251
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a persons firms 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

(ii} no investment shall be made at any time under
subsection (l){f) which would cause the book vatue of such
investments in any investment fund to exceed 50% of the book
vatue of such funda

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

(3) Retirement funds and the fund provided for in
17-6-2C3, subsection {4) wmay be invested in preferred and
common stocks of any corporation 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 stocky the
corporation®s aggregate earnings available for payment of
interest and preferred dividendsy for a period of 5
consecutive years immediately before the date of investments
have been at least 1 172 times the aggregate of interest and
preferred dividends required to be paid during this period;

{¢) no investment may be made at any time under
subsection (3) which would cause the book value of such

investments in any retirement fund to exceed 50X of the book

-y 58 251
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value of such fund or would cause the stock of one
corporation to exceed 32X of the book value of such
retiremaent fund;

[d) subsection (c) does not apply to funds provided
for in L7-6-203(4).

(4} The board of investments shall endeavor to direct
the state's investment business to those investment firms
andysor banks which maintain offices in the state and thereby
make contributions to the state econcmye. Further, due
consideration shall be given to investments which will
penefit the smaller communities in the state. 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.

£33 __The board may iowest io_mortgage loans_finanged Ry
the_hoard of housing if the msortgages.are not in default and
meet__the. . cequirements opf subsection (1)(f)s _The Doard.may
enter_ioto_a_commitment aqreement with the board of housing
at_.the time of ap . lisue_of foods cr.cotes by tbe bgard of
bousing providing for the purchase _at__a__seecified . future
dates _npot_tp exceed 15 years. from. the._date.of the_issues of
all_or_any portien_of the amount of aortgage loans purchased
with_the proceeds_of the issues TYhe bhoarg. .of__iovestments
nax_-caacne_Lsaﬁnnabls_tssa.tnz_anx_cnlnlxmenh.ann_maz_aﬂzse

to.purchase_the_mortgage loans on teras_that_in Lthe judgsept

-5- sB 251
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of the hoard_of_ inyesteents prowide a fair _market _rate  of
return 1o the purchasers.”

-End-
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