55th Legislature HB0143.01

1 HOUSE BiLL NO. 143

2 INTRODUCED BY BARNETT

3 BY REQUEST OF THE STATE AUDITOR

4

5 . ABILL FOR AN ACT ENTITLED: "AN ACT LIMITING THE AMOUNT OF ITS ASSETS AN INSURER MAY
6 INVEST IN MORTGAGE LOANS; AND AMENDING SECTION 33-2-830, MCA."

7

8 BEIT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:

9
10 Section 1. Section 33-2-830, MCA, is amended 1o read:
11 "33-2-830. Real estate mortgages. (1) An insurer may invest any-efitsfunds in bonds, notes, or

12 other evidences of indebtedness whieh that are secured by first mortgages or deeds of trust upon improved
13 real property located in the United States or Canada or whieh that are secured by first mortgages or deeds
14 of trust upon leasehold estates having an unexpired term of not less than 21 years, inclusive of the term
15 or terms whieh that may be provided by enforceable options of renewal, in improved real property located
16  in the United States or Canada. In all cases, the security for the loan must be a first lien upon sueh the real
17 property, and there mudst may not he any condition or right of reentry or forfeiture not insured against,
18 under which, in the case of real property other than leaseholds, sueh the lien can be cut off or subordinated
19 or otherwise disturbed or under which, in the case of leaseholds, the insurer is unable to continue the lease

20 in force for the duration of the loan. Nothing kerein-shall-prohibit in this section prohibits apy an investment

21 by reason of the existence of any prior lien for ground rents, taxes, assessments, or ather similar charges
22 not yet delinquent. This section skalt may not be deemed considered to prohibit investment in mortgages
23 or similar obligations when made under 33-2-828.

24 {2) "improved real estate”™ means, for the purposes of this part, all farm lands used for tillage, crop,

25 pasture, or timberlands and all real estate on which permanent improvements suitable for residential,

26  institutional, commercial, or industrial use are situated.

27 (3) (a) Ne-sueh A mortgage loan or foans made or acquired by an insurer on any one property shaH

28 may not, at the time of investment by the insurer, exceed the larger of the foliowing amounts as applicable:

29 i} 80% 6f the value of the real property or leasehold securing the same,provided—hewever; iocan

30 or loans, but if said the real property or leasehold consists of one- or two-family residential property, 90%
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of said the value;
(ii} the amount of any insurance or guaranty of sueh the loan by the United States ef-Asneriea or

by any agency or instrumentality thereef of the United States; or

{iii) the ameunts amount provided in subsection {3){a)(i), plus the amount by which the excess of
suweh the loan over sweh that amount is insured or guaranteed by the United States ef-Amerea or by any

agency or instrumentality thereef of the United States.

(b} Inthe case of a purchase money mortgage given to secure the purchase price of real estate sold
by the insurer, the amount se loaned or invested shall may not exceed the unpaid portion of the purchase
price.

{4) MNe-sueh A mortgage loan or loans shal may not be made or acquired by an insurer except after
an appraisal made by a qualified appraiser for the purpose of sueh that investment.

{6} MNe-swek A mortgage loan made or acquired by an insurer whish that is a participation or a part
of a series or issue secured by the same mortgage or deed of trust shal-be is not a lawful investment under
this section unless the entire series or issue whieh that is secured by the same mortgage or deed of trust
is held by sweh the insurer or unless the insurer holds a senior participation in swek the mortgage or deed
of trust, giving # the insurer substantially the rights of a first mortgagee.

{6) Ne A mortgage loan upon a leasehold shak may not be made or acquired pursuant to this
section unless the terms thereef-shall of the loan provide for amortization payments to be made by the
borrower on the principal thereef at least once in each year in amounts sufficient completely to amortize
the loan within & period of four-fifths of the term of the leasehold, inclusive of the term which that may be
provided by an enforceable option of renewal—whigh—+s. The term of the leasehold must be unexpired at

the time that the ioan is made—butin-he-event-exceedinrg and may not exceed 35 years.

(7} Except with the commissioner’s consent, an insurer may not invest or have invested at any one

time more than 20% of its assets in mortgage loans.”
-END-
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HOUSE BILL NO. 143

2 INTRODUCED BY BARNETT

3 BY REQUEST OF THE STATE AUDITOR

4

5 A BILL FOR AN ACT ENTITLED: "AN ACT LIMITING THE AMOUNT OF ITS ASSETS AN INSURER MAY

6  INVEST IN MORTGAGE LOANS; AND AMENDING SECTION 33-2-830, MCA."

7

8 BE T ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:

9
10 Section 1. Section 33-2-830, MCA, is amended to read:
11 "33-2-830. Real estate mortgages. (1) An insurer may invest any-efisfurds in bonds, notes, or
12  other evidences of indebtedness whieh that are secured oy first mortgages or deeds of trust upon improved
13  real property located in the United States or Canada or whish that are secured by first mortgages or deeds
14 of trust upon leasshald estates having an unexpired term of not less than 21 years, inclusive of the term
156  or terms whieh that may be provided by enforceable entions of renewal, in improved real property located
16 in the United States or Canada. In all cases, the security for the loan must be a first lien upon sueb the real
17 property, and there saust may not be any condition or right of reentry or forfeiture not insured against,
18 under which, in the case of real property other than leaseholds, saeh the lien can be cut off or subardinated
19  or otherwise disturbed or under which, in the case of leaseholds, the insurer is unable to continue the lease
20 in force for the duration of the loan. Nothing kereir-shat-prohibit in this section prohibits ary an investment
21 by reason of .the existence of any prior lien for ground rents, taxes, assessments, or other similar charges
22 not yet delinquent. This section shall may not be deemed considered to prohibit investment in mortgages
23 or similar obligations when made under 33-2-828.
24 {2} "Improved real estate” means, for the purposes of this part, all farm iands used for tillage, crop,
25 pastura, or timberlands and all real estate on which permanent improvements suitable for residential,
26  institutional, commercial, or industrial use are situated.
27 (3) (a) Me-sueh A mortgage loan or loans mads or acquia;ed bv an insurer on any one property skaH
28 may not, at the time of investment by the insurer, exceed the larger of the following amounts as applicabte:
29 (i) 80% of the value of the real property or leasehold securing the e&me,—p;ewded—heweuer—, loan
30 or loans, but if said the real property or leasehoid consists of one- or two-family residential property, 90%
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of said the value;
{ii) the amount of any insurance or guaranty of s4eh the loan by the United States ef-Amerea or

by any agency or instrumentality thereef of the United States; or

liii) the ameurts amount provided in subsection (3)(a)(i), plus the amount by which the excess of
sueh the loan over suweh that amount is insured or guaranteed by the United States ef-Ameriea or by any

agency or instrumentality thereet of the United States.

{b) Inthe case of a purchase money mortgage given to secure the purchase price of real estate sold
by the insurer, the amount se loaned or invested shaH may not exceed the unpaid portion of the purchase
price.

(4) Ne-sush A mortgage loan or loans shall may not be made or acquired Dy an insurer except after
an appraisal made by a qualified appraiser for the purpose of sueh that investment.

{5) Ne-sueh A mortgage loan made or acquired by an insurer whiseh that is a participation aor a pa.rt
of a series or issue secured by the same mortgage or deed of trust shali-be is not a lawful investment under
this saction unless the entire series or issue whieh that is secured by the same mortgage or deed of trust
is held by sueh the insurer or unless the insurer holds a senior participation in sueh the mortgage or deed
of trust, giving it the insurer substantially the rights of a first mortgagee.

{6) Ne A mortgage !oan upon a leasehold shalt may not be made or acquired pursuant to this
section unless the terms thereef-shall of the loan provide for amortization payments to be made by the
barrower on the principal thereef at least once in each year in amounts sufficient completely to amortize
the loan within a period of four-fifths of the term of the leasehold, inclusive of the term whieh that may be
provided by an enforceable option of renewal—whish-ie,_The term of the leasehold must be unexpired at
the time that the loan is made—but-in-Roe-event-exeesding and may not exceed 35 years.

{7) Except with the commissioner’s consent, an insurer may not invest or have invested at any one
time more than 20% of its assets in mortgage loans.”

-END-
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HOUSE BILL NO. 143
INTRODUCED BY BARNETT
BY REQUEST OF THE STATE AUDITOR

A BILL FOR AN ACT ENTITLED: "AN ACT LIMITING THE AMOUNT OF ITS ASSETS AN INSURER MAY
INVEST IN MORTGAGE LOANS; AND AMENDING SECTION 33-2-83C, MCA,"

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

Section 1. Section 33-2-830, MCA, is amended to read:

~33-2-830. Real estate mortgages. (1) An insurer may invest ary-ef-ite-funds in bonds, nates, or
other evidences of indebtednass whieh that are secured by first mortgages or deeds of trust upon improved
real property located in the United States or Canada or whieh that are secured by first mortgages or deeds
of trust upon leasehoid estates having an unexpired term of not less than 21 years, inclusive of the term
or terms whieh that may be provided by enforceable op.tions of renewal, in improved real property located
in tha United States or Canada. In all cases, tha security for tha loan must be a first lien upon suebk tha real
property, and there muet may not be any condition or right of reentry or forfeiture not insured against,
under which, in the case of real property other than leasehalds, sueh ths lien can be cut off or subordinated
or otherwise disturbed or under which, in the case of leasehclds, the insurer is unabie to continue the lease
in forca for the duration of the loan. Nothing hereir-ehall-prehibit in this section prohibitg amy an investment
by reason of the existence of any prior lien for ground rents, taxes, assessments, or other similar charges
not yet delinguant. This section ekall may not be deemad considered to prohibit investment in mortgages
or similar obligations when made under 33-2-828. -

(2) "Improved real estate” means, for the purposas of this part, all farm lands used for tillage, crop,
pasture, or timberlands and all real estate on which permanent improvements suitable for residential,
institutional, commercial, or industrial use are situated.

(3) {a) No-eueh A mortgage loan or loans made or acquifed by an insurer on any one property shak
may not, at the time of investment by the insurer, exceed the larger of the following amounts as applicable:

(i) 80% of the value of the real propaerty or leasehold securing the eameprevidedhoweavet; [0an

or loans, but if said the real property or leasehold consists of ona- or twa-family residentiat property, 90%
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of seid the value;

(it} the amount of any insurance or guaranty of sueh the loan by the United States ef-Amerea or
by any agency or instrumentaiity thereet of the United States; or

(iii) the ameunrts amount provided in subsection (3){a}{i), plus the amount by which the excess of
sueh the luan over swebh that amount is insured or guaranteed by the United States ef-Awmeriea or by any
agency or instrumentality thergef of the United States. |

{b) Inthe case of a purchase money mortgage given to secure the purchase price of real estate sold
by the insurer, the amount se loaned or invested shald may not exceed the unpaid portion of the purchase
price.

(4) Ne-sueh A mortgage loan or loans shal may not be made or acquired by an insurer except after
an appraisal made by a qualified appraiser for the purpose of sueh that investment.

(5) MNe-sueh A mortgage loan made or acquired by an insurer whieh that is a participation or a part
of a series or issue secured by the same mortgage or deed of trust shal-be is not a lawful investment under
this section unless the antire series or issue whieh that is secured by the same mortgage or deed of trust
is held by swebh the insurer or unless the insurer holds a senior participation in sweh the mortgage or deed
of trust, giving # the insurer substantially the rights of a first mortgages.

(6} MNe A maortgage loan upon a leasehold shaed may not be made or acquired pursuant to this
section unless the terms thereefshall of the loan pravide for amortization payments to be made by the
borrower on the principal thereef at least once in each year in amounts sufficient completely to amortize
the loan within a period of four-fifths of the term of the leasehald, inclusive of the term whneh that may be
provided by an enforceable option of renewal—whieh-e, The term of the leasehold must be unexpired at

the time that the loan is made,-but-in-Ro-avent-exeeeding and may not exceed 35 years.

(7) Except with the commissioner’s consent, an ingurer may not invest or have invested at any one

time more than 20% of its assets in_mortgage loans.”
-END-
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APPRCOVED BY CCM ON
BUSINESS & INDUSTRY

HOUSE BILL NO. 143
INTRODUCED BY BARNETT
BY REQUEST OF THE STATE AUDITOR

A BILL FOR AN ACT ENTITLED: "AN ACT LIMITING THE AMOUNT QF ITS ASSETS AN INSURER MAY
INVEST IN MCRTGAGE LOANS; AND AMENDING SECTION 33-2-830, MCA."

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

Section 1. Section 33-2-830, MCA, is amended to read:

"33-2-830. Real estate mortgages. (1) An insurer may invest any-oiite-fundse in bonds, notes, or
other evidences of indebtedness whieh that are secured by first mortgages or deeds of trust upon improved
real property located in the United States or Canada or whieh that are secured by first mortgages or deeds
of trust upon leasehold estates having an unexpired term of not less than 21 years, inclusive of the term
or terms whigh that may be provided by anforceable options of renewal, in improved real property located
in the United States or Canada. In all cases, the sacurity for the loan must be a first lien upon sueh the raal
property, and there muast may not be any condition or right of reentry or forfeiture not insured against,
under which, in the case of real proparty other than leaseholds, sueh tha lien can be cut off or subordinated
or atherwisa disturbed or under which, in the case of leasahalds, the insurer is unable to continue the lease
in force for the duration of the loan. Nothing herein-ghall-prehibit in this section prohibits amy an investment
by reason of the existence of any prior lien for ground rents, taxes, agsessments, or ather similar charges
not yet delinquent. This section skall may not be deermed considered to prohibit investment in mortgages
or similar obligations when made under 33-2-828,

{2} “"Improved real estate” means, for the purposes of this part, all farm lands used for tillage, crop,
pasture, or timberlands and all real estats on which parmanent improvements suitable for residential,
institutional, commaercial, or industrial use are situated.

(3) (a) Ne-sweh A mortgage loan or loans made or acquired by an insurer on any one property shak
may not, at the time of investment by the insurer, axceed the largsr of the following amounts as applicable:

{i} 80% of the value of the real property or leasehold securing the oomo-,-psowdod-ﬁewever— loan
or loans, but if said the real properfy or leagehald consists of one- or two-family rasidential property. 90%
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of setd the value;

(i) the amount of any insurance or guaranty of sseh the loan by the United States ed-Awmeriea or
by any agency or instrumentality thereet of the United States; or

liii) the afmeunts amount provided in subsection (3)(a)(i), plus the amount by which the excess of
sweh the loan over sueh that amount is insured or guaranteed by the United States e&Amerea or by any

agency or instrumentality hereef of the United States.

(b} In the case of a purchase money mortgage given ta secure the purchase price of real estate soid
by the insurer, the amount se loaned or invested kel may not exceed the unpaid portion of the purchase
price.

(4) Ne-sweh A mortgage loan or loans ehall may not be made or acquired by an insurer except after
an appraisal made by a qualified appraiser for the purpese of suebh that investment.

(5) Ne-sweh A mortgage loan made or acquired by an insurer whieh that is a participation or a part
of a series or issue sacured by the same mortgage or deed of trust ehai-be i§ not a lawful investment under
this section unless the entire saeries or issue whiek that is secured by the same mortgage or deed of trust
is held by sueh the insurer or unless the insurar holds é senior participation in aseh the mortgage or deed
of trust, giving # the insurer substantially the rights of a first mortgagee.

{8) Ne A martgage loan upon a leasehold skell may not be made or acquired pursuant to this
section uniess the terms theroet-ahall of the loan provide for amortization payments tg be made by the
borrower on the principai thereof at least once in each year in amounts sufficiant completely to amortize
the loan within a period of four-fifths of the term of the lseasehold, inclusive of the term whwh that may be
provided by an anforceable option of renewal—whiek-e, The term of the leasehoid must be unexpired at
the time that the loan is maderbut-in-ne-ovent-exeeeding and may not exceed 35 years.

7) _Except with the commigsioner’ nsent, an insurer may not invest or have invested at any one
time more than 2 tit tg in mort loang.”

-END-
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HOUSE BILL NO. 143
INTRODUCED BY SARNETT
BY REQUEST OF THE STATE AUDITCR

A BILL FOR AN ACT ENTITLED: "AN ACT LIMITING THE AMOUNT OF ITS ASSETS AN INSURER MAY
INVEST IN MORTGAGE LOANS; AND AMENDING SECTION 33-2-830, MCA.”

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

Section 1, Saction 33-2-830, MCA, is amended to read:

"33-2-830. Real estate mortgages. (1) An insurer may invest apy-ef-te-funds in bonds. notes, or
other evidances of indebtednass whigh that are secured by first mortgages or deeds of trust upan improved
real property located in the Unitad States or Canada or whieh that are sacured by first mortgages or deeds
of trust upon leasshold estates having an unexpired term of not less than 21 years, inclusive of the term
or tarms wéiek that may be provided by enforceabie options of renewal, in improved reat property located
in the United States or Canada. |n ail casas, the sacurity for the loan must be a first lien upon sueh the real
property, and there mdet may not be any condition or right of reentry or forfeiture not insured against,
under which, in the casa of real property other than leaseholds, ssehk the lien can be cut off or subordinated
or otherwise disturbed or under which, in the case of leaseholds, the insurer is unable to continue the lease
in forca for the duration of the loan. Nothing herein-ahell-peohibit in this section prohibitg any an investment
by reason of the axistence of any prior lien for ground rents, taxss, asgsessments, or other similar charges
not yet dalinquent. This section skell may not be deered considered to prohibit investment in mortgages
or similar obligations when made under 33-2-828.

(2) “improved real estate™ means_for the pyrposes of thig part, all farm lands used for tillags, crop,
pasture, or timberlands and all real estate on which permanent improvements suitable for residential,
institutional, commercial, or industrial use are situated.

(3) (al Ne-sush A mortgage loan or loans made or acquired by an insurer on any one property shai
may not, at the time of investment by the insurer, axceed the larger of the following amounts as applicable:

{il 80% of the value of the raal property or leasehold securing the samer-previded—hewever [0an

or loang, but if eaid the real property or leasehoid consists of one- or two-family residential proparty, 30%
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of sad the value;
{ii} the amount of any insurance or guaranty of sweb the lcan by the United States e#-dmresea or

by any agency of instrumentality shereet of the United States; or

(iil) the ameunts amount provided in subsaction {3){al{i}, plus the amount by which the excess of
sweh the loan over sweh that amount is insured or guaranteed by the United States ef-Amenea or by any

agency or instrumentality thereet of the United States.

{b) Inthe case of a purchase money mortgage given to secure the purchase price of real estate sold
by the insurer, the amount e loaned or investad shal may not exceed the unpaid portion of the purchase
price.

(4) Ne-sueh A maortgage loan or loans eked may not be made or acquired by an insurer except after
an appraisal made by a qualified appraiser for the purpose of sdeh that investment.

{5} Ne-eueh A mortgage loan made or acquired by an insurer whieh that is a participation or a part
ot a series or issue secured by the same martgage or dead of trust ebai-be i3 not a lawful investment under
this section unless the aentire series or issua whieh that is secured by the same mortgage or deed of trust
is held by swebh tha insurer or uniess the insurer holds a senior participation in sweh the mortgage or deed
of trust, giving # the insurar substantiaily the rights of a first mortgagee.

(6) MNe A mortgage Ioﬁn upon a lsasehold ehedt may not be made or acguired pursuant to this
section unless the terms thereofohed gf the loan provide for amortization paymants to ba made by the
borrewaer on the principal thereat at least once in each year in amounts sufficient complately to amortize
the loan within a period of four-fifths of the term of the leasehold, inclusive of the term whiek that may be
provided by an anforceable option of reneawah—whiekh—e,_ The term of the leasehold must be unexpirad at
the tima that the loan is Maderbut-A-Pa-avent-oxeesding and may not axceed 35 years.

(7) Except with the commissioner’s cgnsent, an insurer may not invest or have invested at any one

time marae than f its asgets in mort loans.”

-END-
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