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AsFiled

DIGEST AND PURPOSE

As proposed, S.B. 1791 creates the Teachers Housing Assstance Program and authorizes the
issuance of bonds for providing home mortgage loans to teachers for housing.

RULEMAKING AUTHORITY

Rulemaking authority is expresdy granted to the Veterans Land Board in SECTION 2 (Sections
165.001, 165.003, 165.011, 165.013, 165.015, 165.016, 165.017, Natural Resources Code) of this
bill.

SECTION BY SECTION ANALYSS

SECTION 1. Amends Chapter 1372B, Government Code, by adding Section 1372.0221, as follows:

Sec. 1372.0221. DEDICATION OF PORTION OF STATE CEILING TO VETERANS
LAND BOARD. Setsforth legidative purpose.

SECTION 2. Amends Title 7, Natural Resources Code, by adding Chapter 165, as follows:
CHAPTER 165. TEACHERS HOUSING ASSISTANCE PROGRAM
SUBCHAPTER A. GENERAL PROVISIONS

Sec. 165.001. DEFINITIONS. (a) Defines “board,” “bonds,” “fund,” “home,” “lending
indtitution,” “loan,” “program,” “teacher,” and “teachers housing assstance fund.”

(b) Authorizesthe Texas Veterans Land Board (board) by rule to change the definition
of “teacher” as necessary or appropriate to protect the best interests of the program.

Sec. 165.002. DEPOSIT OF MONEY IN TEACHERS HOUSING ASSISTANCE
FUND. Requires money received for the fund to be deposited in the state treasury in the fund.

Sec. 165.003. ADMINISTRATION. (a) Requires the board to administer the teachers
housing assstance fund and the teachers housing ass stance program in accordance with this
chapter.

(b) Authorizes the board to contract with other agencies of the state or with private
entities to determine whether gpplicants qudify as teachers.

(¢) Authorizes the board to set and collect fees the board considers reasonable and
necessary from each applicant to cover the expenses of administering the program.
Requires the board to deposit those feesin the state treasury in the fund.

(d) Requires the board to adopt rules governing certain aspects of the program.
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(&) Requires the board, in determining the terms of any contracts for the origination or
servicing of loans, to review the prudent lending practices prevaent in the residentid
mortgage lending industry and to follow those practices to the maximum extent
practicable.

(f) Requires the board to determine the quaity and type of homes to be financed under
the teachers housing ass stance program.

(9) Requires the board to maintain alist of gpproved lending ingtitutions and to review
and revise the list as necessary at least annudly.

(h) Requires the board to file semiannualy with the bond review board established
under Chapter 1231 (Bond Review Board), Government Code, areport on the
performance of the loans. Requires the bond review board to review the reports filed
by the board under this subsection to assess the performance of |oans made under the
program. Requires the filing dates and the contents of the reports to comply with any
rules adopted by the bond review board.

Sec. 165.004. INVESTMENTS OF CERTAIN MONEY IN TEACHERS HOUSING
ASSISTANCE FUND. Provides that money in the fund that is not immediately committed for
apurpose for which the fund is authorized to be used to be invested by the board in investments
authorized for the teachers housing assi stance fund.

Sec. 165.005. CUSTODY AND INVESTMENT OF ASSETS PENDING
TRANSACTIONS. Provides that with the approva of the comptroller, the board, in managing
the assats of the fund, pending the completion of an investment transaction, is authorized to
perform certain procedures.

Sec. 165.006. LENDING SECURITIES. (8) Authorizes the board, in managing the assets of
the fund, to take certain actions.

(b) Requires a custodian selected by the board under Subsection (a), to be digible to
lend securities under this section, to be experienced in the operation of afully secured
securities |oan program and to meet certain criteria.

Sec. 165.007. SALE OF LOANS. Authorizes the board, notwithstanding any other provison
of this chapter, to sdl at public or private sde, with or without public bidding, any or dl of the
loans in the fund. Requires proceeds from the sde to be deposited in the fund and otherwise
gpplied in the manner provided by this chapter, except that at the direction of the board the sde
proceeds are authorized to be used by the board, together with other available money, to
discharge, pay, or redeem, in whole or in part, outstanding bonds issued by the board under
this chapter.

[Sections 165.008-165.010 reserved for expansion]
SUBCHAPTER B. TEACHERS HOUSING ASSISTANCE PROGRAM
Sec. 165.011. LOANS. (a) Requires the board to make or acquire loans with money from the
teachers housing assstance fund in accordance with this chapter and the rules adopted by the

board.

(b) Requires a person, to qualify for aloan under this chapter, to be ateacher a the
time the person gpplies for the loan.

(¢) Requiresthefind principa payment on any loan under this chapter to be made not
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later than the 40th anniversary of the date the loan was made. Requires the board to
determine the maximum principa amount of loansto any teacher that may be
outstanding at any time.

(d) Requiresthe board to obtain insurance covering certain amounts, in order to
minimize loses

(e) Requires dl feesto be charged to ateacher receiving aloan under this chapter to be
gpproved by the board. Authorizes the board to enter into contracts with lending
inditutions to assist in certain procedures under this chapter. Authorizes any fees and
expenses incurred in connection with aloan, including the cost of insurance, to be
charged to the teacher and made a part of the teacher’ s payments.

(f) Authorizes the board by rule to determine the number of loans that a teacher may
receive under this chapter.

Sec. 165.012. PAMPHLETS. (a) Requires the board to publish pamphlets summarizing the
requirements of this chapter and relevant board rules.

(b) Requires the board to make the pamphlets available to any interested person or
teachersin the state.

(c) Authorizes the board to contract with any appropriate entity to publish the
pamphlets.

Sec. 165.013. INTEREST RATE. Setsforth provisons regarding the setting of certain interest
rates. Provides that to assure the maximum benefit of the program to the teacher, the board is
authorized to adopt rules relative to the fees, charges, and interest rates charged by the lending
inditutions on the financing of the home with money other than from the fund and to limit to the
maximum extent practicable the fees, charges, and interest rates to those collected by the
lending indtitution in the norma course of the inditution’s resdentia mortgage lending business.

Sec. 165.014. SECURITY FOR THE LOAN. Prohibits money from being disbursed in
connection with aloan under this chapter unless the loan is secured by a certain means.
Providesthat a mortgage retained by or a deed of trust to the board or any other lienis
authorized to be a participation in alien securing any other loan for the purchase of the
property. Requires payments to retire the loan to be made at times determined by the board.

Sec. 165.015. INITIAL PAYMENT OR EQUITY . Authorizes the board to require an initia
payment on aloan or to require an investment in the home by the teacher in an amount or
amounts set by the board' s rules under this chapter.

Sec. 165.016. TIME LIMITATION ON TRANSFER. (@) Prohibits a teacher from leasing,
trandferring, sdling, or conveying in whole or in part any interest in ahome againgt which there
isamortgage, deed of trugt, or any other lien securing aloan under this chapter unless the
teacher has met certain requirements.

(b) Authorizes ahome, after the conclusion of the three-year residentia period, to be
trandferred, sold, or conveyed subject to any lien securing aloan under this chapter at
any timeif al mature interes, principa, and taxes have been paid, the requirements of
this chapter and rules of the board have been met, and the approva of the board has
been obtained.

(c) Authorizes the board to waive the time limitation of Subsection (@) if certain
conditions exi<.
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(d) Authorizes the board by rule, if the requirements of Subsection (a) fail to be met and
the board does not waive the time limitation as provided by Subsection (c), to provide
for the escdation of theinterest rate on the loan to a higher rate of interest, the
acceeration of dl principa and interest on the loan, or any other remedy the board
congders appropriate.

Sec. 165.017. FORECLOSURE AND RESALE. Requires the board to adopt rules and
procedures for the foreclosure and resale of homes financed with aloan under this chapter.

Sec. 165.018. INTEREST RATE IN DELINQUENT PRINCIPAL AND INTEREST.
Requires principa and interest that become delinquent to bear interest at a rate fixed by the
board.

Sec. 165.019. ENFORCEMENT OF FORFEITURE AND PROTECTION OF RIGHTS.
Authorizes the board to request the attorney generd to take, and requires the attorney generd
to take, any action necessary to protect the rights of the state and the teachers housing
assigtance fund in a matter concerning the program.

[Sections 165.020-165.030 reserved for expansion]
SUBCHAPTER C. BONDS

Sec. 165.031. ISSUANCE AND SALE OF BONDS; DISPOSITION OF PROCEEDS. (a)
Authorizes the board to provide by resolution for the issuance and sde of negotiable genera
obligation bonds or revenue bonds authorized by the congtitution. Provides that the proceeds of
the bonds are a part of the fund.

(b) Authorizes the board to use money in the fund attributable to bonds issued to
provide money for the fund to pay al costs of issuance of the bonds, including cogts,
fees, and expenses of the type the board is authorized to pay from the teachers housing
assstance fund in connection with the issuance of the teachers housing assstance
bonds.

Sec. 165.032. INSTALLMENTS. Authorizes the board to issue bondsin one or severa
ingdlments.

Sec. 165.033. INTEREST RATE. Requires the bonds to bear the rate of interest prescribed
by the board.

Sec. 165.034. PAYMENT AND MATURITY OF BONDS. (a) Provides that the bonds are
payable as provided by the board and are required to mature seridly or otherwise not later than
the 40th anniversary of the date of their issuance.

(b) Authorizes the board to make the bonds redeemable or subject to tender for
purchase before maturity at the price and under the terms fixed by the board in the
resolution providing for the issuance and sde of the bonds.

Sec. 165.035. FORM, DENOMINATION, AND PLACE OF PAYMENT OF BONDS.
Requires the board to determine the terms of the bonds and the form of the bonds, including the
forms of interest coupons attached to the bonds, if any, and to fix the denomination of the
bonds and the place for payment of the principa of and interest on the bonds.

Sec. 165.036. MANNER OF EXECUTION. (&) Provides that the bonds are to be executed
by and on behdf of the board and the state in the manner provided by Subsection (b).
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(b) Requires the presiding officer and the secretary of the board to sign the bonds.
Requires the sed of the board to be impressed on the bonds. Requires the bonds to be
signed by the governor and attested by the secretary of state with the state sedl
impressed on the bonds.

Sec. 165.037. SIGNATURES AND SEALS. (a) Authorizes the resolution authorizing the
issuance of an ingtalment or series of bonds to prescribe the extent to which facamile sgnatures
and facamile seels may be used instead of manua sgnatures and manually impressed sedlsin
executing the bonds and attached coupons.

(b) Authorizes interest coupons to be signed with the facamile sgnatures of the
presiding officer and secretary of the board.

(c) Providesthat if an officer whose manud or facamile sgnature appearsin abond or
whose facsmile signature appears on a coupon ceases to be an officer before the
bonds are ddivered, the Sgnature remains vaid and sufficient for dl purposes asif the
officer had remaned in office until the delivery of the bonds.

Sec. 165.038. APPROVAL BY ATTORNEY GENERAL. Requires the attorney generd,
before the bonds are ddlivered to the purchasers, to examine the record relating to the bonds.
Requires the attorney genera, under certain conditions, to approve the bonds.

Sec. 165.039. REGISTRATION WITH COMPTROLLER. Provides that after the bonds are
approved by the attorney genera, they are required to be registered with the comptroller.

Sec. 165.040. VALIDITY OF BONDS. (a) Provides that after the bonds are approved by the
atorney generd and registered with the comptraller, they are vdid and binding obligationsin
every action, suit, or proceeding in which their vadidity is questioned. Provides that genera
obligation bonds issued by the board are obligations of the Sate.

(b) Requires a court, in each action brought to enforce collection of the bonds or rights
incident to the bonds, to admit the certificate of approva by the attorney genera or
certified copy of that certificate as evidence of the vaidity of the bonds.

(c) Providesthat the vaidity of the bonds is subject to chalenge only on the basis of
forgery or fraud.

Sec. 165.041. BONDS ASNEGOTIABLE INSTRUMENTS. Requires the board if the
board authorizes the issuance of a series of bonds and decidesto cal for bids, to publishina
recognized financid journd of generd circulation an gppropriate notice at least once before the
10th day preceding the date of the sdle.

Sec. 165.043. SECURITY FOR BID. Authorizes the board to require bidders to accompany
their bids with exchange or bank cashier’s checks in an amount considered adequate by the
board to be aforfelit guaranteeing the acceptance and payment for bonds covered by the bids
and accepted by te board.

Sec. 165.044. SALE OF BONDS. Authorizes bonds to be sold at public or private sde a
prices and on terms determined by the board.

Sec. 165.045. REPLACEMENT BONDS. Authorizes the board to provide for replacement
of bondsthat are mutilated, lost, or destroyed.

Sec. 165.046. REFUNDING BONDS. Authorizes the board to provide by resolution for
issuance of refunding bonds for the purpose of refunding outstanding bonds issued under this
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chapter together with accrued interest on the bonds.

Sec. 165.047. BONDS ASINVESTMENTS AND SECURITY. (a) Provides that bonds
issued under this chapter are legd and authorized investments for certain entities.

(b) Provides that the bonds are lega and sufficient security for the depositsin the
amount of the par vaue of the bonds.

Sec. 165.048. TAXATION OF BONDS. Provides that the bonds are exempt from any tax by
the state and by certain other entities.

Sec. 165.049. PAYMENT OF PRINCIPAL AND INTEREST. Requires the comptroller to
pay the principa on bonds as the bonds mature and the interest on bonds as the interest
becomes payable. Requires the comptroller to make payments at the price of payment
designated on the bonds.

Sec. 165.050. CONSTITUTIONAL APPROPRIATIONS. (a) Requires the comptroller,
under certain Stuations, to transfer to the fund in amounts sufficient to pay the generd
obligations the first money coming into the state treasury not otherwise appropriated by the
condtitution.

(b) Requires the comptroller to use the appropriated money to pay the genera
obligations only if, a the time the principa or interest or both actualy become due,
thereis not sufficient money in the fund available to pay the amount due.

Sec. 165.051. PURCHASE AND DESTRUCTION OF BONDS. (&) Authorizes the board
to use money in the fund to purchase on the open market any bonds the board hasissued and
sold to provide money for the fund. Provides that any debt represented by those bondsis
congdered canceled on purchase by the board under this section.

(b) Requires the comptroller to mutilate, burn, or otherwise destroy bonds purchased
by the board under this section. Requires the comptroller to certify the destruction of
the bonds to the board under the sedl of office.

(¢) Prohibits interest from being paid on those bonds after their purchase by the board.

Sec. 165.052. BOND ENHANCEMENT AGREEMENTS. (@) Authorizes the board at any
time to enter into one or more bond enhancement agreements that the board determinesto be
necessary or gppropriate to place the obligation of the board, as represented by the bonds, in
whole or in part, on the interest rate, currency, cash flow, or other basis desired by the board.
Authorizes bond enhancement agreements, on terms gpproved by the board, to include certain
agreements. Provides that a bond enhancement agreement is an agreement for professiona
sarvices and is required to contain the terms and be for the period that the board approves.
Authorizes the fees and expenses of the board in connection with the issuance of bonds and the
meaking of loansto be paid from money in the related fund, provided that any payments due
from the board under a bond enhancement agreement, other than fees and expenses, that relate
to the payment of debt service on bonds congtitute payments of principa of and interest on the
bonds.

(b) Authorizes the resolution of the board authorizing a bond enhancement agreement to
authorize one or more designated officers or employees of the board to act on behaf of
the board in entering into and ddivering the bond enhancement and in determining or
Setting the counter party and terms of the bond enhancement agreement specified in the
resolution, except that the resolution is required to set the maximum amount and term
for the bond enhancement agreement.
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(¢) Provides that the bond enhancement agreement, under certain conditions, isnot a
credit agreement for purposes of Chapter 1371 (Obligations for Certain Public
Improvements), Government Code, regardless of whether the bonds relating to the
bond enhancement agreement were issued in part under that law.

SECTION 3. Amends Section 404.094(d), Government Code, to provide that a state agency that
receives money from securities transactions under gpplicable law, including Chapter 815 or 825,
Government Code, Chapter 161, 162, 164, or 165, Natural Resources Code, Chapter 43, Education
ode, and the Texas Statewide Emergency Services Retirement Act (Article 6243e.3, V.T.C.S)), with
the comptroller’ s gpprova may, as an dternative to the deposit of the funds as provided by Subsection
(8, to net funds received againgt purchases of securities occurring within one business day.

SECTION 4. Amends Section 2256.004(a), Government Code, to make a conforming change.
SECTION 5. Effective date: January 1, 2002, contingent upon approva by the voters of the

condtitutiona amendment proposed by the 77th Legidature, Regular Session, 2001, creating the
teachers housing assistance program and fund.

SRC-MWN S.B. 1791 77(R) Page 7 of 7



