OVERVIEW OF INVESTMENT POLICY
April 12, 2023
The finance team has been closely reviewing the investment policy that was previously updated in 2022 and approved by the Board in April of 2022. Here is a review of what the investment policy contains. There are sections of the policy that are more restrictive than the Indenture or State law. They will be identified for possible discussion in the upcoming year.
Pg 1
I Purpose and Scope - The Investment Policy provides guidance to Board staff in directing investment of bond indenture funds. This section also provides guidance regarding deposit and investment of the Board’s non-indenture funds. The second paragraph in the first sentence indicates that non-indenture “funds are deposited in the appropriate state treasury account and invested through the unified investment program under the direction of the Board of Investments.”  Non-indenture funds are the Housing Trust Fund, which are funds used in the Board’s Reverse Annuity Mortgage (RAM) Program; the Tax Credit fund used for the Multifamily tax credit program; and the Housing Montana Fund, which includes two subaccounts:  the Affordable Housing Revolving Loan Fund which provides loans to eligible applicants for the development of low- to moderate-income housing, and Temporary Assistance for Needy Families (TANF) Account which has been used to provide low interest rate down payment assistance loans to eligible families with minor children. These funds are currently held solely in State Treasury and invested with the Board of Investment, generally in their Short-Term Investment Pool (STIP).
Pg 2 - 
II Goal/Objective - Identifies the overall policy objective  of adherence to the Housing Act of 1975 which is documented in Montana Code Annotated (MCA) Title 90, Chapter 6, Part I.
IV Policy, A – 1 - Currently provides that there is an Investment Committee that oversees the investments of the Board with all Board members being Investment Committee members and the Investment Committee Chairman being appointed by the Board Chairman.  Legal counsel has indicated that we could rewrite this section to say that the Board rather than the committee exercises the listed functions. This section was revised to eliminate the Investment Committee and to ensure that the Board performs the listed functions.
Pg 3 
IV.4.c – The Board generally does not review the report that calculates the negative or positive rebate earnings, therefore, we have struck that language. Section XIII specifies the investment reports and content that must be provided quarterly to the Board. 
Pg 4
[bookmark: _Hlk131423857]VII. Leveraged Investment - This restriction is not required by Indenture or State law. This makes the policy more restrictive in this area and the requirement could be reviewed by the Board to determine whether it should be retained or deleted in future investment policies.
IX. Types of Investments, A. This section lists types of investments permitted for indenture funds. We have revised this section to better align the policy with the indenture and to provide additional flexibility in investment types.
A proviso was added that the investments listed in Subsection A must also meet the other requirements of the policy, such as the prudent expert principle, the leveraged investment restriction, no reduction in ratings, etc. 
The policy does not permit investment in shares of investment companies that is permitted in subsection (iii) of the Indenture’s Authorized Investment definition. Investment in such Investment company shares may be considered for possible addition as a permitted investment type in future investment policies. 
[bookmark: _Hlk129339045]IX.A.1 – U.S. - Direct or guaranteed obligations are included in the indenture as permitted investments but the specific list of such obligations is not included in the Indenture.
Pg 5
IX.A.2.d) & e) - Sections indicating only senior debt, MBA, except stripped mortgage securities and interest-only strips is more restrictive than the indenture.
IX.A.2.g - The policy only includes the FFC but the indenture also includes the Student Loan Marketing Association and the Resolution Funding corporation.
IX.A.3 - The requirement to have capital stock, surplus and undivided profits of at least $1,000,000 was added in order to meet the requirements already listed in the indenture. Also added the identification of acceptable financial institutions that are listed in the indenture under the Certificate of Deposit section. The requirement to have savings and loan associations insured by the Federal Savings Association Insurance (SAIF) was not included in the policy as was merged with the FDIC in March of 2006.
IX.A.4.a - Removed the requirement that repurchase agreements and guaranteed investment agreements be collateralized at 102% of principal and interest. The indenture only requires that such agreements be “fully collateralized” as to both principal and interest. The reference to certificate of deposit used as collateralization was also removed as that is not permitted in the Indenture.
Pg 6
IX.A.5 - An additional paragraph was added to allow any other investment permitted for funds held by the bond trustee, including any investments permitted by any expanded or new definition of Authorized Investments added to the indenture or permitted by a supplemental indenture.


