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INTRODUCED BY
-
A BILL R AN ACY ENTITLED: "AN ACT ToO PROVIDE FOR
CONSOLIDATED FINANCING OF MUNICIPAL IMPROVEMEKRTS THROUGH
AUTHCORIZATION OF THE BOARD OF INYESTMENTS TQ ISSUE REVENUE
BONDS AND TO LEND THE PROCEEDS THEREDF TO MUNICIPALITIES FDR

AUTHORIZED PURPOSES."

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

Section 1« Short titlee [This act] shall be known and
may be cited as the "Municipal finance Act of 1981%.

Section 2+ Leglislative findings. The legislature finds
and declares that it is in the public interest of the entire
state to provide for a consolidation of financing municipal
improvements tc reduce borrowing costse

Section 3. Definitionse As used in [this act]es unless
the context otherwise requiress the following definitions
apply:

{1} "Authorized purpose®™ means any project for which a
mupicipality could issue municipal bonds on its own behalf.

{2) ™Bond™ means any bondss notess debenturesy interim
certificatesy ar other evidences of indebtedness issued by
the board pursuant to [this act]s

{3) T"Bozard™ means the board of investments created in
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2-15-1005.

(4) ™Capital reserve account™ means the capital
reserve account provided for in [section 16].

{5) "Hupicipal bonds™ weans general obligation boﬁds:
notess wWarrantsy or other evidence of indebtedness Issued by
a municipality in accordance with Title Ty chapter 7s part
42 or 43.

(6} *"Municipal finance fund™ means the fund created in
[section 4]a

{T) "™Municipality® means an entity incorporated as a
city or town under state lawe

(8) ™Revenues™ means all feesy chargess moneys
profitsy payments of principal of or interest on municipal
bands and other investments, giftse grantssy contributionsSy
appropriationss and a1l other income derived or to be
derived by the board under [this act].

Section 4« Municipal finance funde There is created =a
municipal finance fund in the bond proceeds and insurance
clearance fund provided for in 17-2~102. A1} funds from the
proceeds o¢f Dbonds issued under [this act]s fees, and other
money recei@ed by the boards meney appropriated by the
legislature for tha use of the board in carrying out [this
act)sy and money made available from any other source for the
use of the board shall be deposited in the municipal finance

fundy except as otherwise provided by law and except as
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necessary to maintain the capital reserve accountse All
funds deposited in the municipal finance fund are
continuously appropriated to and may be expended by the
board for thé purposes authorized in [this act]e.

Section S5 Lending powerss {1} The bcardy for
aythorized purposes may lend money tc municipalitiess not to
exceed $100,000 for any projects through the purchase by the
board of municipal bonds issued by such municipalities in
fully marketable forme The board may impose such feesy
chargesy and interest rates as it determines necessary and
appropriate to provide sufficient revenues to pay debt
service on bonds issued under [this act] and associated
administrative expenses of thé boards A1l expenses incurred
in carrying out the purposes of {this act] shall be payable
solely from revenues or other funds provided or to be
provided wunder {[this act]s and nothing in [this act] may be
construed to authorize the board to incur any indebtedness
or liability on behalf of or payable by the state.

. {2) The general obligation municipal bonds purchased
by the municipal finance fund pursuant to [this act] shall
be secured by the full Faiths credity 2nd taxable resources
of the respective municipalities and if the board so
determines may be additionally secured by a pledge of state
aid receivable by a municipality from the state. The

governing body of a municipality may include such pledge in
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the resolution providing for the issuance of the bondss

{3} The state treasurer shall withhold any funds or
money in the custody or control of the state treasurer due
or payable to a municipality subsequent te written notice of
a defaylt as to payment of principal or interest on any
bonds of the municipality owned by the municipal finance
fund until the default has been cured or the state treasurer
has been advised that arrangements satisfactory te the board
have been made for the payment of the principal and
interests

{%#) MNotwithstanding the provisions of T~T-420Te
T-T-4251y T=T7-4263y or 17-5-102y cor any other law applicable
to or constituting asny limitation on the maximum rate of
interest per annum payable on municipal bonds before or
after maturitys a municipality may contract to pay interest
at the contract rate on money borrowed from the board and
evidenced by its municipal bonds purchased by the boarde

{5) Any municipality may contract with the board with
respect to the loan or purchase and the contract shall
cantain the terms and conditions of the 1lcan or purchasee
Evary wunicipality may pay fees and charges required to be
paid to the board for its services. Such fees and charges
may include reimbursement of the board for attorney®*s feess
brokerage feesy or other fees or commisslons of any kind

paid to any person or corporation for assisting in the

—4—
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proceedingss In the preparation of the bendss or in
negotiating the sale thereof.

{6} MNotwithstanding Title T» chapter 7y part 42y or
any other law applicable to or constituting any 1limitation
on the sale of municipal bondse any municipality may sell
municipal bonds to the board without Jlimitations as to
denominationsy and the bonds or notes may be fully registered
or registerable as to principal or in bearer formy may bear
interest at a rate or rates In accordance with this section,
may be evidenced in that wmanner and may contain other
provisions not inconsistent with this sections and may be
sold to the board without advertisement at a price equal to
par snd accrued interesty all as provided in the proceedings
of the commissioners of the municipality under which the
bonds or notes are issueds

{7) The municipality may provide for the exchange of
coupon bonds for fully registered bondsey for the exchange of
fully registered ponds for coupon bondse and for exchange of
the bonds after issuance for bonds of larger or smaller
dencmingtionss The municipality may require &1l expenses
incurred in connection with the exchange to be paid by the
holderses

Saction 6. General powerss In carrying out the
purposes of [this act]s the board may:

{1) sue and be sued;

-
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(2) have a seal;

{3) adopt all procedural and substantive rules
necessary for the administration of [this act]ls

{4) make contractsy agreementsy and other iInstruments
necessary or convenient for the exercise of its powers under
[this act];

(5) fixy vrevise from time to timey and charge and
collect fees and charges for the use of its services or
facilities;

{6} borrow wmoney and issue Its negotiable bonds or
notese praovide for and secure the payment of its bonds or
notesy provide for the rights of the holders of its bonds or
notess and purchases holdy and dispose of any of its bonds
or notes;

{7) accept gifts or grants of propertys fundss moneyy
materialsy labors suppliess or services from the Upnited
States of Americas the states or any other state or agencies
or departments thereof or from any governmental unit or any
personsy fTirmy or corporation. and carry out the terms or
provisions or make agreements with r2spect to any such gifts
or grants and to do any and 211 things necessaryy useful,
desirabley or convenient in connection with procurements
acceptancey or dispeosition of such gifts or grants;

(8} do and perform any acts and thinas authorized by

[this act] unders throughs or by means of [ts officers,
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agentss or employees or by contracts with any persony firme
or corporation;

{?) makes enter intoey and enforce all contracts or
agreements necessarys convenients or desirable for the
purposes of the bondy pertalining to any lcan to a
municipalitys any purchase or sale of punicipal bondss or to
the performance of its duties and execution or carrying out
of any of its powers under [this act];

{10) purchase or hold municipal bonds at such prices
and in such manner as the board considers advisable and sell
municipal bonds acquired or held by it at such prices
without relation to cost and in the manner the board
considers advisable; I

(11) fix and prescribe any form of application or
procedure to be required of a wmunicipality for the
authorized purpose of any Toan or the purchase of its
municipal bonds and fix the terms and conditions of any such
loan or purchase and enter into agreements with
municipalities with respect to any such purchase;

{12) invest any funds not required for immediate uses
subject to any agreements with its bondholders and
noteholderse as provided in Title 17¢ chapter &s except that
all investment income from funds of the board derived wunder
[this act] less the cost for investment as prescribed by law

shall be deposited in the municipal finance fund; and
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{13) do all acts and things necessaryr convenients or
desirable to carry out the pcowers expressly qranted or
necessarily implied in [(this act].

Section 7« HMeetings and acts of the buards {1) All
meetings of the board are open to the publice

{2) &A1l official acts of the board pursuant to [this
act] shsall be done in a regular or special meeting and
approved by a majority of the voting members of the boards

Section Be Bonds and notes. (1) The board may by
resolutiony from time to times issue negotiable notes and
bonds in a principal amount as the board determines
necessary to provide sufficient funds for achieving an
authorized purposey not exceeding $100,000 for any projects
including the payment of interest on notes and bonds of the
boardey establishment of reserves to secure the notes and
bondse including the reserve account created under [section
161y and all other expenditures of the board incident to and
necessary or convenient to carry cut [this act]e

{2y The board may by resoluticny from time to timesy
issue notes to renew notes and bonds to pay notesy including
interesty and whenever it considers refunding expedients
refund any bonds by the issuance of new bondss whether the
bonds to be refunded have or have not matureds and issue
bonds partly to refund bonds outstanding and partly for any

of its other purposess
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{3) Except as otherwise expressly provided by
resolution of the boards every issue of its notes and ponds
shall be obligations of the board payable out of any
revenuesy assetss of woney of the boards subject only to
agreements with the holders of particular npotes or bonds
pledging particular revenuesy assetsy Or moneys

{4) The notes and bonds shall be authorized by
resolutions of the boards shall bear a datesy and shall
mature at times as the resolutions provide. A note may not
mature mcre than 5 years and 2 bond m2y not mature aore than
25 years from the date of its issues The bonds may be issued
as serial bonds payable in annual installiments or as term
bonds or as a combination thereof. The notes and bonds
shall bear interest at a rate or ratesy bLe in denominationss
be in a forme etther coupen or registereds, carry
registration privilegesy be executed in a manners be payable
in & wedium of payment, at places within or without the
statey and be subject to terms of redemption as provided in
resaelutionss. The notes and bonds of the board may be scld at
public or private sale at such pricesy which may be above or
below pary as are determined by the boarda.

(5) The total amount of notes and bonds outstanding at
any one timey except notes or bonds as to which the boardts
obligation has been satisfied and discharged by refunding or

for which reserve for payment or other means of payment have
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been otherwise provideds may not exceed $10 millions

Section 9« Provision of bond resolutionss A resolution
authorizing any notes or bonds or any issue thereof may
contain provisionss which shall he a part of the contract or
contracts with the holders thereofs as to:

{l) pledging all or any part of the revenues or
property of the board to secure the payment of the notes or
bonds or of any issue thereofs subject +to existing
agreements wlth noteholders or bondholders;

(2) pledging all or any part of the assets of the
boarde Including municipal bondsy to secure the payment of
the notes or bonds or of any issue therecfy subject to
existing agreements with noteholders or bondholderss

(3) the use and disposition of the income and
principal from municipal bonds owned by the board;

{4) the setting aside of reserves of sinking funds in
the hands of trusteesy paying agentsy and other depositories
and the regulation and disposition thereof;

{5) limitations on the authorized purpose to which the
proceeds of sale of notes or bonds may be applied and the
pledge of the proceeds to secure the payment of the notes or
bonds or of any issue thereof;

{6} limitations on the issuance of additional notes or
bondse the terms upon which additional netes or bonds may be

issued and secureds and the refunding of outstanding notes
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or bonds;

{7} the procedurey if anyr by which the terms of any
contract with noteholders or bondholders may be emended or
abrogatedy the amount of notes or bonds the holders of which
must consent theretos and the manner in which such consent
may be given;

{(8) a commitment to employ adeguate and competent
personnel at such reasonable compensations salariesy feess
and charges as may be determined by the board and to
maintain suitable facilities and services for the purpose of
carrying out its programsi

{9) wvesting in a trustee propertys rightss powerss and
duties in trust as the board Aetermlnes;

{10) defining the acts or omissions that constitute a
default in the obligations and duties of the board to the
holders of the notes or bonds and providing for the rights
and remedies of the holders of notes or bonds in the event
of such defaulty including as a matter of right the
appointment of & receivere Rights and remedies may not be
inconsistent with the 1laws of the state and the other
provisions of [this act]; and

{11) any other matters of tike or different character
that in any way affect the security or protection of the
holders of the notes or bondse

Section 10« validity of pledges Any pledge made by the
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board shall be valid and binding from the time the pledge is
made. The revenues; moneys aor property pledged and
thereafter received by the board shall immediately be
subject to the lien of the pledge without any physical
delivery thereof or further acte The lien of any pledge
shal1 pe valid and binding against all parties having claims
of any kind in torts contracty or otherwise against the
boards irrespective of whether such parties have notice
therecf« Neither the resolutiaon nor any other instrument by
which & pledge Is created need be recordeds

Section 1le. Personal liabilitye The board members and
staff of the board are not personally liable or accountable
by reason of the issuance of or on any bond or note issued
by the boarde

Section 12« Purchase of notes and bonds -
cancellatione The boards subject to existing agreements with
noteholders or bondholderss maye out of any funds available
for that reasons purchase notes or bonds of the boarde which
shall thereupon be canceledy at a price not exceeding:

{1) the current redemption price plus accrued interest
to the pext Interest payment thereons if the notes or bonds
are then redeemable; or

(2) the redemption price applicable on the first date
after the purchase upon which the notes or bonds becore

subject to redemption plus accrued interest to that dates If

-12-
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the notes or bonds are not then redeemable.

Section 13s Trust Iindentures (1) In the discretion of
the boards the bonds may be secured by a trust indenture
between the board and a corporate trustee. which may be a
trust company of bank having the power of 2 +trust company
Within or without the statee A trust indenture may contain
provisions for protecting and enforcing the rights and
remedies of the bondholders that are reasonable and proper
and not in violation of Taws including cevenants setting
forth the duties of the board in relation te the exercise of
its powers and the custodys safequardinges and application of
all moneye The board may provide by a trust indenture for
the payment of the proceeds of the bonds and the revenues to
the trustee under the trust indenture of another depository
and for the method of disbursementy with safequards and
restrictions it considers necessarys

{2) A1l expenditures incurred in carrying out a ¢trust
indenture may be treated as part of the operating
expenditures of the boarde

Section l4e Negotiability of bondse WNotes and bonds
issued by the board are negotiable instruments under the
Uniform Commercial Codey subject only to the provisions for
registration of notes and bondse

Section 15« Signatures of board memberse In case any

of the board members whose signatures appear on notes or
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bonds or coupcns cease to be members before the delivery of
the notes or bondsy their signatures shally neverthelessy be
valid and sufficient for 2all purposesy as if the members had
remained in office until delivery.

section 16e. Reserve funds and appropriationss (1) The
board shall pay inte a capital reserve account established
as an account within the municipal fipancing fund:

¢a) any funds appropriated and made available by the
state for the purpose of the accounti

{b} any proceeds of sale of notes or bonds to the
extent provided in the resolutions or indentures of the
board authorizing their issuance; and

(c) any other funds which may be available to the
board for the purpose of the account from any other sources

{2} A1l funds held in the «capital reserve account
shall be used solely for the payment of the principal of
bonds secured in whole or in part by the account or of the
sinking fund payments with respect to the bondss the
purchase or redemption of the bondss the payment of interest
on the bondse or the paywent of any redemption premium
required tg be paid when the bonds are redeemed prior to
maturity. Funds in the account may not be withdrawn at any
time in an amount that reduces the amount of the account to
less than the minimum capital reserve requirements

established for the accounts excepte with respect to bonds

T SE 423
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secured In whole or in part by the accounty for the purpose
of ma2king payments when dues of principal, interesty
redemption premijumses and sinking fund payments for the
payment of which other money pledged is not availables Any
income or Iinterest earned by or incremental to the capital
reserve account due to its investment may be transferred to
another account of the board within the municipal financing
fund to the extent it does not reduce the amount of the
capital reserve account below the minimum capital reserve
requirement for the accounts

(3} The board may not issue bonds secured in whole or
in part by the capital reserve account untess the board
deposits in the account froml the proceeds of +the bonds
issuwed or from any other sources an amount not less than the
minimum capital reserve requirement for these bondse For the
purposes of this section, the term "minimum capital reserve
requirement® meanss as of any particular date of
computations an amount of moneye as provided in the
resclution or indenture of the board authorizing the bonds
or notesy equal to the greatest of the respective amounts
for the current or any future fiscal year of the board on
the bonds of the board secured in whole or in part by the
accounts The annual debt service for any fiscal year is the
amount of money equal to the aggregate of all interest and

principal payable on the bonds during the fiscal vyears
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calculated on the assumption that all the bonds are paid at
maturitye If any amount of +the bonds is required to be
redeemed on an earlier date by the operation of a sinking
funds then that amount is considered payable on those bonds
during the year they are to be redeemed for the purposes of
this calculations

{4) In computing the amount of +the capital reserve
accounty securities in which all or a portion of the account
is invested shall be valued at par or, if purchased at less
than pare at their cost to the boarde

Section 17« Maintenance of capital reserve accpunt.
(1) In order to assure the maintenance of the capital
reserve accounts the chairman of the board shally on or
before September 1 in the year preceding the convening of
the legislaturey deliver +0 the governer a certificate
stating the sumsy if anyy required to restore the capital
reserve account to the minimum capital reserve requirement.
The governor shall include in the executive budget submitted
te the legislature the sum required to restore the capital
reserye account to the sum of wminimum capital reserve
requirementse A1l sums appropriated by the legislature
shall be deposited Iin the capital reserve accounta.

{2) Al amounts appropriated to the board by the
legislature under this section constitute advances to the

board ands subject to the rights of the holders of any bonds

-16_
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or notes of the boardy shall be repaid to the state®s
general fund without interest from available operating
revenues of the wmunicipal finanting fund in excess of
amounts required for the payment of bondss notess or other
obligations of the boardy for maintenance of the capital
reserve accaunts and for operating expensesa

Section 18. Refunding obligationse {1) The bosrd m3y
provide for the issuvance of refunding obligations for
refunding any obligations then outstanding that have been
issued under [this e&ct]y including the payment of 2ny
redempticn premium and any interest accrued or to accrue to
the date of redemption of the obligationsa The issuznce of
obligaticnsy the maturities and other detailses the rights of
the holderse and the rightsy duties, and obligations of the
board are governed by the appropriate provisions of [this
act] that relate to the issuance of obligationss

§2) Refunding obligations issued as provided above may
be sold or exchanged for outstanding cbligations issued
under [this actle The proceeds may be applied to the
purchasee redemptions or payment of outstanding obligationss
Pending the application of the proceeds of refunding
obligationsy with other available fundss to the payment of
principals accrued interesty and any redemption premium on
the obligations being refunded andy if permitted in the

resolution authorizing the issuance of the refunding
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abligations or in the trust agreement secuving thems to the
payment of interest on refunding obligations and expenses in
connection with rafundinge the proceeds may be invested as
provided in Title 17y chapter 6.

Section 19« Credit of state not pledgede. Obligations
issued under tha provisions of [this act] do not constitute
a liability or obligation or a pledge of the faith and
credit of the state but ore payable solely from the revenues
or assets of the boards An obligation Issued under [this
act] shall contain on the face thereof a statement to the
effect that the state of Montana is not liable on the
obligation and the obligation is not 2 debt of the state and
neither the faith and credit nor the +taxing power of the
state is pledged to the payment of the principal of or the
interest on the obligatione

Section 29« Apnual audite {1) The board*s books and
records shall be audited at least once each fiscal year.

{2) The legisltative auditar may conduct an audit at
any time at the request of the legislative audit committeees

Section 2le Tax exemption of bonds. Bondss notes, or
other obligations issued by the beard under [this actls
their transfers and thelr income [including any profits made
on their sale} are free from taxation by the state or any
political subdivision or other instrumentality of the states

excepting inheritancey estate, and gift taxess The board is

- S8 Y23
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not required to pay recording or transfer fees or taxes on
instruments recorded by it.

Section 22« Pledge of the states In accordance with
the constitutions of the United States and the state of
Montanas the state pledges that it will not in any way
impair the obligations of any agreement between the board
and the holders of onotes and bonds issued by the boards
including but not liwmited to an agreement to administer a
1oan program financed by the issuance of bonds and to employ
a staff sufficient and competent for this purposes

Section 23« Severability. If a part of this act is
invalids a1l valia parts that are severable from the invalid
part remain in effects 1If a §art of this act is invalid in
one ar more of its applicationsy the part remains in effect
in all wvalid applications that are severable from the
invalid applicationse

-End-
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STATE OF MONTANA
REQUEST NO. __352-81
FISCAL NOTE

Form BD-15

In compliance with a written request received February 16, 19 _8l  there is hereby submitted a Fiscal Nate
tor __ Senate Bill 423 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 Legislature upon request.

Description of Proposed Legislation

Senate Bill 423 establishes a consolidated fund within the Board of Investments for
municipal projects enumerated under Title 7, Chapter 7, Parts 42 and 43, of the MCA with
a limit of $100,000 per project and a maximum indebtedness through revenue bonds and
other sources of $10,000,000.

Fiscal Impact

An estimate of revenues and expenditures cannot be estimated at this time because
operating policy is not sufficiently detailed. It is likely, however, that general
fund money will be needed for start-up costs. Such costs would include staff and
operating costs for fiscal years 1982 and 1983.

Local Impact

There will be a savings in bond indebtedness for approved projects. Municipal
bond pools in most states have been used to reduce the cost of issuing municipal bonds
since legal and printing costs can be reduced. Lower interest rates are some time
possible as well.

Dcumop}/hé;n/

BUDGET DIRECTOR
Oifice of Budget and Program Planning

Date:




