Senate Bill 476

In The Senate

February 13, 19281 Introduced and referred
to Committee on Taxation.
March 16, 1981 Fiscal note requested.
March 19, 1981 Fiscal note returned.
March 23, 1981 Committee recommend bill

do pass as amended.

March 24, 1981 Bill printed and placed
on members' desks.

March 25, 1981 Second reading pass
consideration.

March 26, 1981 Second reading indefinitely
postponed.

March 27, 1981 On motion Senate reconsider

its action taken on second
reading. Motion failed.
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1 PRl BILL NCe M 1 districtss special taxing districtss or other political
2 INTRODUCED BY zlé— WL&BWJq 2 subdivisions eor public corporations and for the financing of
3 3 their respective public improvements and other municipal
4 A BILL FOR AN ACT EWTITLEDz wAN ACT TO CREATE A  MONTANA 4 purposas within the state from proceeds of bonds or notes
5 MUMICIPAL BOND BANKS TO AUTHORIZE THE 20KD BANK TO LEND S issued by those qovernmental unltsj;

[ HONEY TO MUNICIPALITIES, SPECIAL TIMPROVEMENT DISTRICTS, 5 {b} assist those governmental wunits in fulfilling
7 SPECIAL TAXING DISTRICTSy AND OTHER POLITICAL SURDIVISIONS T their needs for those purposes by creation of indebtzdness;
3 THRCUGH THE PURCHASE BY THE BAMK OF MUNICIPAL SECURITIES; T9 3 {c) reduces to the extent possibles <costs of
9 AUTHORIZE THE 3ANK TO ISSUE BOMOS  AHND NOTES IN  QRRER  TO 9 indentedness to taxpayers and residents of the state; and

12 FINANCE ITS LGOANS; TO PERMIT THE HOARO QF INVESTMENTS To 12 {d} encourage continued investar Interest in the
11 PURCHASE THE GONDS OF THE BANK3 TO  REMOVE  THTFREST  RATE 11 purchase of bonds or notes of those govarnmental units as
12 CETLINGS ANO OTHER RSSTRICTIONS FRUM THE pUNUS OF POUIVICAL 12 sound and preferred securities for investment.
13 SURDTIVISIDNS FOR PURFOSIZ  OF THIS AULT;  AMENDING SECTINN 13 {23 It is in the public interest andc is the policy of
14 17-6-103s MCAe™ . 14 the state to encourage its governmental units to <ontinue
15 15 their independent undertakings of public improvements and
16 BE IT ENACTED 8Y THE LEGISLATURE OF THE STATE OF MONTANAZ 16 otnier municipal purposes and the finzncing ther=of and to
17 NEH_SECTIONa Section 1ls Short title. [Sections 1 17 assist them by making funds available at reduced interest
13 through 19] may be cited as the "Montana Municipz2l Bond Bank 18 costs for orderly financing of those purposess esnecially
19 ActTa 19 aguring periods of restricted credit or wmoney supplys
23 NER_SCLTIONe Section 2. Policye (1) It is declared to 20 particularly for those governmental units not otherwises able
21 be in the public interest and to be the policy of the stata 21 to borrow for such purposess

22 of Moptana teo: 22 {3) It is Ffurther declared that current credit and
23 (a) foster and promote by all reasonable means the 23 municipal bhond mark=2t conditions require the exercise of the
24 provision of adequate capital markets and faciliti=s for 24 powers of the state in the interest of its gqovernoental
25 Dorrowing money by countiasy citiesy townsy school 25 untits to promote and implement such policies by:

-2- INTRODUCED BILL
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(2} =authorizing a state instrumentality +to borrow
money and to issue its bonds and notes to make Ffunds
available through its facilities at reduced rates and on
more favorable terms for borrowing by aocvernmental units
through the purchase by the instrumentality of the bonds or
notes of the governmental units in fully marketable form;
and

(b} granting broad powers te the instrumentality to
accomplish and to carry out these policies of the statee.

NEW_SELIICN. Section 3. DNDefinitionse As used in
[sections 1 through 19]s the fclliowing definitions apply:

{1) %“Bank® or "bond bank™ means the municipal bond
bank created by [section 4]a

{2) "Bond bank finance account™ or "finance account”
means the account established as provided in [section 13]e

{3) *"3ondholder® or "holder”™ or “noteholder™ or any
simitar term if used with reference to a bond or note of the
bank wmeans any person who is the bearer of any cutstanding
bond or note of the banky registered to bearer or not
registereds or the registered owner of any cutstanding bond
of nofc of the bafik thaf is at the time registered other
than to bearers

(4) ™Bonds™ means bonds of the bank issued pursuant to
[sections 1 through 19].

{%) “Fully marketable form™ means a municipal security
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axecuted and accompanied by an approving l1eqal opinion of 3
bond counsel of recognized stancding in the field of
municinal 1aw whose opinions are2 generally accepted by
purchasers of municipal bondse The municipal security so
executad need not be printed or lithograghad or be in or-
than one denominations

{6) ™Governmental unit” means any ccdniyy citys towny
municipalitys or municipal corporation; any schocol district;
or  any special taxing districts spacial improvement
districtes or other political subdivision of state jovernmant
or punlic corporationy including but not Timited +to any
irricationy drainages conservancys conservatione comnunity
colleges utilitye industrial developmenty transportations or
urban renewal districte authoritys ar commissions The tarn
dJoes not include the state of Montanas the hLoard of regentsy
the board of examinerse the board of housinds or any other
toardy departments or commission of the state.

{7} "™Municipal security™ means a bonds noteos or
evidence of debt issued by a governmental unit and payable
from taxes or from rates,y chargessy or assessmentses

(3) "Notes"™ means any notes of the bank issued
pursuant to [sections 1 through 19].

{9} "Required debt service reserve” means the amount
required to be on deposit in the reserve fund as prescribed

by [section 12]e
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{10) *"Reserve account™ means the municipal bond bank
reserva account established as provided in [section 12]a

(11} "Revenues™ means all feessy chargess mnaneys
profitsy payments of principal of or interest on municipal
securities and cther investmentsy Jiftse grantsse
contributionsy appropriationsey and all other income derived
or to he derived by the bank under [sections 1 through 19].

NEM SFCTIONe Section 4« Municipal bond bank =-- poard
of housings (1) There is a asunicipal hond bank that consists
of the board of housing createdg ia 2-15-1605.

(2) The bank is a puhTﬁc pody corporate and is
constituted as an instrumentas¥ity of tha state exercising
public and essential acovarnmental functionss The exercise by
the bank of the powers conferred by [sections t through 19]
snall be considered an essential governmentel functicon of
the state.

NEW SECYION. Section 5« Lending and borrowing powers
qenerally — Teoans to governmental unitse {1) Ths banke for
thz purposes authorized by [sections 1 through 3195 may lend
roney to governmental units through the purchase by the bank
of municipal securities of governmental wunits in  fully
marketable forme The bank may purchase or hold municipel
securities of governmental units at the price end in the
manney  that the bapk considers advisable anc may seld

wunicipal securities acquired or held by it at any price
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without relation to cost and in the manner that the bank
considers advisaeblee The banks for the purposes authorized
by {sections 1 through 19]y may issue its bonds and notes
payable solely from the revenues or funds therefor available
to the bank and may otherwise assist governmental units as
provided in {sections 1 through i%j. All expenses incurred
in carrying out the purposes of [sections 1 through 1] are
payable solely frowm revenues or accounts provided under
(sections 1 through 193» and nothing in {sections 1  through
19] may be construed to authorize the hank to incur any
indebtedness or tiakility on behalf of or payable by the
states

(2} In connection with any loan to a governmental
unity the bank shall:

{a) fix and prescribe the form of appltication or
procedure to be required of the governmental unit for the
purpose of any 1loan or the purchese of its municipal
securities and fix the terms and conditiens of the Yoan or
purchase and enter into agreemsnts wWith the goverarental
unit witnh respect to the loan or purchase;

(b} consider the needs desirabilitys or eligibility of
each Yoans the ability of the governmental unit to secure
borrowzd monay from other sources and the costs therzof and
the particular public improvement or purpose to be financed

by the municipal securities to b2 purchased by the bank; and

SR 476
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{c) fix and establish each term and provision with
respect to the purchase of municipal securities by the banks
fncluding dates and maturities of the bondss provisions as
to rademption or payment prior to maturitys and any other
matters that in connection therewith are necessarys
desirables or adviszble in the judgment of tha benke

NEM_SECTION. Section 6« Powers of the boankse (1) The
bank has the powers granted to the board of housing under
subs2ctions {1)s (2)s {4)e {5)2 {(7)y (8)e (1l0)y ({16)y and
{19) of 90-6-104y and those provisions apply to [Sections 1
through 197

(2) 1In additions the bank has the following powerss

(a} to makz and enforce bylaws and rules for the
conduct of TJts affairs and business and for use of its
sarvices and facilities;

{b} to borrow money; to issue its nzsgotiable bonds ecr
notes; to provide for and secure the payment thereof and to
provide for the rights of the holders thereofy and to
purchases holde and dispose of any of its bonds or notesj

{c) to invest any funds or money of the bank not then
requited for 1oan to gaovernmental units and for the purchase
of municipal securities in the manner provided in Title 17
chapter 6y except 45 otherwise permitted or provided by
[sections 1 through 191« A11 investment income from accounts

of the bank less the cost for investment as prescribed by
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law shall be deposited in the bond bank account from which
derivedas

{d) to procure jnsurance against any 1nsseas in
connection with its propertys operationss or assets in such
amounts and from such insurers as it considers dasiradiej

{e} to consenty to the coxtent permitted under its
contracts with the halders of bends or notes of the hanks to
any wodification with respect to rate of interesty times and
payment of any installment of principal or (interest,
securitys or any other term of bond or notes contracts or
agreament of any kind to which the pank is a partys and

{f) to do all acts and things necessaryy convenient,
or desirable to carry out the powers expressly granted or
necassarily implied in [sections 1 through 19].

NEH.SELTION. Section 7« Prohibited acts and
limitation of powerss (1) Under [sections 1 through 19} the
bank may not:

{a} make 1loans of money to any persony Tirmy or
corporation other than a governmental unit or purchase
securities issued by any persone firmey or corporation other
than a governmental unit or for invastmenty except as
provided in [sections @ threugh 19];

{b) emit bills of credit or accept deposits of money
for time or demand deposit or administer & trust or engage

in any form or manner in or In the conduct of any privote or
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commarcial banking business or act as a savings bank or
savings and loan associationg or

{c) be or constitute a bank or trust company wWithin
the jurisdiction or under the control of the departsient of
business regulation or the comptroller of the currency of
the United States or the department of the treasurye.

(2) Nothing contained in {sactions 1 through 19} may
be construed to authorize the bank to be or to constitute a
dealtar in securities within the meaning of or subj=ct to any
securities lawy securities oxcozapne Tawy or securitios
dealers Taw of the United States or of this state or of any
other state or jurisdictions domastic or forazign.

ol SECTIONe Section 3 Bonds and notes of the bankes
(1) The bank maye from time to times issus its bcnd§ in such
principal amounts as It considers necessary to provide funds
for any purposes authorized by [sections 1 through 197
including the making of 1loansi the payments fundings or
refunding of the principal of or interest or redemption
premiums  on  any bonds issued Dy ity whether the honds or
intzrest to be funded or vefunded have or have not become
due or subject to redemption prior to maturity in accerdance
with their terms; the establishment or increase of reserves
to secur= or to pay the bonds or interest therson; and 311
otner costs or expenses of the bank incident to and

npecessary or convenient to carry out ite purpoeses and
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POWErSe

{2) The bank may issue its notes for any corpcrate
purpose of the bank from time to +times in such principal
amounts as it considers necessary and fenew or pay and
retire or refund such notes from the proceeds of bonds or of
other notes or from any other funds or money of the bark
available or to be wade available for such purpose in
accordance Wwith any contract between the bank and the
helders of the notes and not otherwise pledgeds

(3} The bank .shall issuey securey and purchase its
bondsy notesy and refunding obligations (n the mwanner
provided in subsections (3) and {4) of 90-6-11l1y 90-56-112
through 90-6-118s 30-6-121s and 90-6-122y and the provisians
of those sections apply to bonds and notes issued under
[sections 1 through 19]e Howevers the bank may not pledge
revenuey assetsy propertys or income of the board acquirved
under Title 90y chapter 6y part 1y to secure the payment of
the notes orFr bondse

MEM_SECTIOhe Section Fe Credit of state not pledged.
Jbligations issued wunder the provisians of [sections 1
through 19] do  not constitute a debt or Tisbility or
obligation or & pledge of the faith and credit of the state
but are pmavable sclely from the revenues or assets of the
boarde An oblijation issued under [sections 1 throuch 19]

shal) contain on the face thereof 3 statement tc the effect

- SEBE Y74
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that the state of Montana is not liable an the chkligation
and the obligation is not a debt of the state and the faith
and credit and the taxing power of the staste are not pledged
to the payment of the principal of or the interest on the
obligaticne

NER _SECTION, Section 10. Tax examption of hondse
Bondss notese or other obligations issued by the bank under
[sections 1 through 19] and their income ({inctuding any
profits made on their sale) are free from taxation by the
state or any pelitical subdivision or other instrumentalbity
of the statey ecxcept inheritancey astatey and gift taxes.
The bank is not required to pay recording or transfer fees

or taxes on instruments recorded Dy ite

BEW_SECTIQHe Section 1ls Pledge of the states In
accordance with the constitutions cf the United States =2and
the state of Montanas the state pledges that it will not in
any way impair the obligations of any agreement between the
bank and the holders of notes and bonds issued by the banks
including but not limited to an agreement +to administer a
loan progrem financed by the issuance of bonds and to employ
a staff sufficient snd competent for this purposes

MEA SELTIONs Section 1l2. Reserve funde The bank shall
establish and maintain @ reserve account called the
municipal bond bank reserve account in the manner provided

in 90-6-10T({2)y 90-6~119y and 90-6—120y and the provisions
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of those sections apply to the reserve account and the use
of revenues under [sections 1 through 193a

NEW SECTIONe Section 13« Bond benk finance accounts
{1} The bank shall establish and maintain an acceunt in the
bond proceeds and insurance clesrance fund provided for in
17-2-3102(5)y c2lled the bond bank Finance account or finance
accounty that consists of and in which there are depositeds

{a) fees received or charges made by the bank for use
of its services or facilities;

{b) any money that the bank transfers thereto from the
reserve account pursuant to {section 123;

(c} money received by the bank as:

{¥) payments of principal of or interest on municipal
sgcurities purchased by the bank;

{ii) proceeds of sale of any municipal securities or
investment obligations of the bank; or

{iii) proceeds of sale of bonds or notes of the bank;
and

(d) money regquireds under the terms of any resalution
of the bank or contract with the holders of its bonds or
notess tc be deposited therein; and

{e) any money transferred thereto by the state from
any other finance account or made available for the purpose
of the finance account or for the operating expenses of the

banks
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{2) Any money in the finance account mays subject to
any contracts between the bank and its bondholders or
ncteholderss be transferred to the reserve account ors if
not so0 transferreds wmust be wused for the payment of the
principal of or interest on bonds or notes of the bank when
the principal or interest becomas due and payables whether
at maturity or upon redemptions including payment of any
premium upon redemption prior to maturitys Any money in the
financ» 2cccunt may be used for the purchase of wmunicipal
securities and for all other purposes of the panks including
sayment of its operating expenses.

{(3) Mo amount may be 03id or expended out of thoe
financa account or frex any subaccount  thereins which
atcount the bank wmay establish for the purpose of payuwent of
its opcrating expensesy for operating exgenses of the bank
in any year in excess of the amount provided for the
operating expenses of the bank by the annual budget then in
effact with respect to such year or any amendment thercof in
gffect at the time of such payment or expenciture for
oparating €Apensess

{4) The bank may at any time use any available money
in the finance account for the purchise of its bonds or
notes or fer the redemption therecofy and any such bonds
purchased for retirement are thereupon canceleds

(%) The bank may establish in thes finance account such
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subaccounts or special accounts which in the opinion of the
pank are necessarysy desirables or convenient for the
purpases of the bank under [sections 1 through 197

NEW _SECTION, Section l4e« Additional reserves and
fundss The bank may establish any additional and further
reserves or other accounts that are necessarys desiravley ar
convenient to further the accomplishment of the purposes of
the bank or to comply with the provisions of any agreement
made by of any reaesclution of the banke

NEW_SECTION, Section 15. PRonds as  legal investments
and securitys Notwithstanding any restrictions contained in
any other Tlaws the state and all public officersy
goverpmental unitsy and agencies thereof (including the
board of investments); all national banking associationsy
state banksy trust compani es,y savings banks and
inscitutionsy building and Toan associzationsy savings anpd
1can associations, investment companiese and other persons
carrying on @ banking business; all  insurance companies,
insurance associationsy and other persons carrying on an
insurance business; and all  executorss administrotorsy
quardianse trusteesy and other Ffiduciari2s mey legally
invest any sinking fundsy monz2ye or other funds belonging to
tirem or within their contrel in any bonds or notes issued by
the bank pursuant to {sections 1 through 1?J+ and the bonds

or notes are authorized security for any and 211 cublic

e SE HT76 ~
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depositse

NEW_SECTION. Section 14« Exemption of property from
execution sale -— period of 1imitativne (1) A1 property of
the bank is exempt from levy and sale by virtue of an
exacutions no execution or cother judicial proncess may issue
against the propertys and no judgment agyainst the bank may
be a charqgqe or lien upon its property; howevery nothing
containad in [sections 1 through 19] applies to or limits
the rights of the holder of any bonds or notes to pursue any
remedy for +the enforcement of any pledge or lien given by
the bank on its revenues or other moneya

(2} Any action or proceeding in any court to set aside
a resolution authorizing the issuance of bonds or notes by
the bank under [sections 1 through 193] or to obtain any
relief gpon the ground that the resglution is invalid must
be commenced within 30 days after the adoption of the
resotution by the banke After the expiration of the period
of Glimitations no right of action or defense founded upon
the invalidity of the resolution or any of its provisions
may be asserted and the validity of the resolution or oany of
its provisions +4s not open to guestion in any court on any
ground whatevers

NEW _SECTIONas Section 17« Purchase or exchange of
wunicipal securitiese {1) Notwithstanding any law applicable

to or constituting any Jlimitation on the maximum rate of
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interest per year payable on bonds or nstas or to annual
interest cost to maturity of money borrowed or racsived upon
issuance of bonds or notesy every governaental unit is
authorized to contract to pay interest on or a&n interest
cost per year for money borrowed from the bank and evidenced
by its municipal securities purchased by the bank without
regard to any statutory limitations as to rate of interest
per year payable or as to annual interest cost to maturity
of money borrowed by the governmental unite Every
governmental wunit is authorized to contract with the bank
with respect to the loan or purchases and the contract shzll
contain the terms and conditions of such Toan or purchsses
Zvery governmental wunit is authorized to pay fees and
charges required to bhe paid to the bank for its servicese.
(2) #HNotwithstanding any Taw applicable to or
constituting any 1limitation on the 3ale of bonds or notase
except the limitation on amount of bonded indebtednessy any
goverpmental wunit wmay sell bopds or notes to the bank
without Timitation as to denomination and the bonds or notes
may be fully registered or registersble as to principal only
or in bearer form or may bear interest at the rate or rctessy
all in accordance with this sections may be evidenced in the
manner and may contain other provisions not inconsistent
herewithy and may be s0ld to the bank without advertisement

at the price or prices as may be determipneds all as provided
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in the proceedings of the governing body of the governmental
unit pursuant to which the bonds or notes are authorized to
be issuede The governing body of the governmental unit may
provide for +the exchange of coupon bonds for fully
registered bonds and of fully registered bonds for coupon
bonds and for the exchange of any such bonds after issuance
for bonds of larger or smaller denominationss a1l in the
mannz2r provided in the proceedings authorizing their
issuancer provided the bonds in changed fors  or
denominations are exchanged for tne sarrendered honds in the
same aggregate principal amounts and in such manner that  no
overlapping interest is pald and the kords in changad forws
or denominations bear interest at the same rate or rates and
mature on the same date or dates as the bends for which they
are exchangede If any exchanjge s m3d2 under this
subsectiony the bénds surrendered by tne holders at the time
of the exchange shall be canceledes The exchange ray be made
only at the request of +the tolders of tha bonds to be
surrendereds The governmental unit may require all expenses
incurrea in connection with the axchange to be paid by the
holderss In case any of the officers whose signaturas aprear
on the Dbonds or coupons cease to be officers hefore the
delivery of the bondSy the signaturss shall be wvalid or
sufficient Ffor all purposess the same as if they had

remained in officee
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HEe SECTIONs Section 18. Purchase of anticigation
notese The bank may purchase notes of any governmental unit
issued in anticipation of the sale of wunicipal securities
in an amount not exceeding at any ona time outstanding the
authorized amount of the municipal securitiess The issue ang
sale of the anticipation notes must be in s€cordance witn
the laws appliying tc the geovernmentel unit issding such
notese In connection with any purchase of anticipation
nctesy the benk may by agreexent with the governrantsl unit
impose tha termse conditicnsy and Timitations that in its
opinion are proper in the circumstances and for the purposes
and security of the bank and the holders of its honds or
notes; and the bank shai!l therzupon enforce all the richiss
remediess ond provisions of law that it has under this
saction or as otherwise provided by lawe

bMEN SECTIONS Section 19. Application of woney« Money
or investments in any account of the pank established or
held for any bondss notesy indebtednessy or liability to be
paide fundedy ot refunded by issuance of bonds cr notes
snalle unless the resolution suthorizing the bonds or notes
providas otheryisaze be appliad to the payment or retireaent
of the bondss notase indshtednesse or liakility and to no
other purgosile In the event thaet thert is in oeny account
any mongsy in excess of the amount required for the sayments

fundings or refunding of the bondss the money mey he resovea
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from the account but only to the extent that the money or
investments thereafter regaining in tne account are not less
than the outstanding bondse notess indebtednesssy or
liability of the bank to be paide fundeds or refunded and
for which the account was established or held.

Section 20« Section 1T-6—103, ¥CAe is amended to read:

®17-6-103. Security for deposits of public funds. The
following kinds of securjties may be pledged or guaranteas
may be issued to secure deposits of public funds:

{1) direct obligations of the United States;

{2) securities as to which the payment of principal
and interest is guaranteed Dy the United States;

{3} securities issued or fully quaranteed Ly the
following agencies of the United States or their successorssy
whether or not guaranteed by the United States:

(a) commodity cradit corporations

{b)} Ffederal intermediate credit banks;

{c) federal Tand bank;

(d)} bank for cooperatives;

{e)} federal home Yoan banksi

(f) federal national mortgage asscciation;

{g) government national mortgage associztion;

{h) small business administration; and

(i} federal hcusing administrationi

(4) general obligation bonds of the state or of any
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countysy citye school districts or ather political
subdivision of the states;

{5) revenue bonds of any countys <citys or other
political subdivjsion of the statey when backad by the full
faith and credit of such subdivision 9r when +the revesnues
pledged to the payment of the bonds are derived from a water
or sewer system and the issuer has covenanted to establish
and maintain rates and charges for the system in an 2mount
sufficient to produce revenues egual to at Teast 125% of the
average annual principal and interest due on all oonds
payable for such revenues during the outstanding tarm  of
such bandsj

(6) interest~bearing warrants of the state or of any
countys <citys school districty or cther political
subdivision of the state issued in avidence of claims In an
amount whiche with al1 other claims on the same funds do not
exceed the amount validly appropriated in the current budget
for expenditure freoan the fund in the year in which they are
issued;

{7} obligestions of housing authorities of the state
secured by a pledge of annual contributions or by o ¥oan
agrezment made by the United States or any agency therecf
providing for contributions or a lcan sufficient with other
funds pledged to pay the principal of and interest on the

obligations when duees Subject to rules prescribed 4y the

-20-
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department of community affairse tha beonds and other
obligations mede eligible for investment in 32-1-424(3) and
T7-15-459% may be used as security for all deposits of oublic
funds or obligations for which depository hends or any kind
of bonds or other securities are required or may by lzw be
deposited as securitye

(8) general obligaticn bonds of other states and of
municipalitiesy countiosy and school districts of other
statzss

{3) undertaking or guarsntee:  issded by 2 surety
company autherized to do business iIn the statal

{10) first wmortgages and trust inlenturcs on  real
propertye  The depository shally on a guarterly basise
certify to the state treassreyr that sufficient First
moF tgages and trust indentures on real property are
available and segregeated to secure deposits of nublic fundse
The board of investments shall determine the amount of
security rejuireds

(11} bonds issued purswoant ta Title Ts chanter 12y
parts 2L and 413

{12) bonds issued pursuant to Title P04 chzptar &y part

{13} revenue bonds issued by any unit of the univarsity
system of the state of Montana; and

{14) advance refunded bonds sacured by direct
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olidations of the Unitad States treasdry held in
itrevocable escrowsi. and
115) bonds.issued pursuani Lo [sections 1 Lhrough 19]."
Section 21le Codification instructione Section 4 is
intended to be codified as an inteqgral part of Title 2,
chapter 15y part 10s and the provisions of Title 2, chapter
15s apply to sa2ction 4« Howeversy if

i1 Moe___ {LC 1350}

is passed and approveds section 4 is intended to be codified
in Title 2y chapter 154 part 18.

S5ection 2Z. Severabilitye If a part of this act is
invalids all valid parts that are sevareble from the invalid
part remain in affectes If a part of this act is invalid in
one or nore cf its applicationss tha part remsins in effact
in a1v valid applications that are soeverable from the
invalid applicationss

=End-
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STATE OF MONTANA
REQUEST NO, __431-81
FISCAL NOTE

Form BD-15

In compliance with a written request received . March 16 19 81 | there is hereby submitted a Fiscal Note
for ...Senate Bill 476

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 476 is an act to create a Montana Municipal Bond Bank; to authorize the
bond bank to lend money to political subdivisions through the purchase by the bank of
municipal securities; to authorize the bank to issue bonds and notes in order to finance
its loans; to permit the Board of Investments to purchase the bonds of the bank; to
remove interest rate ceilings and other restrictions from the bonds of political
subdivisions.

Assumptions
1. No limit on sale of bonds.
2. Sale of $50 million of bonds in each year of the biennium.
3. 1/8% arbitrage limitation.
4, General Fund to finance initial activity to be repaid when possible.
5. A supreme court test is not necessary.
6. Requires 2 FTE and operating expenses for same.
Total
Fiscal Impact FYy 1982 Fy 1983 Biennium
Expenditures Under Proposed Law
Personal Services $38,757 $42,635 $81,392
Operating Expenses 29,000 29,000 58,000
Equipment 2,000 2,000
Total Expenditures Under Proposed Law $69,757 $71,635 $141,392

Funding: General Fund
Comment

Section 10 of this proposal provides that bonds and other obligations issued by
the proposed Municipal Bond Bank shall be tax exempt. It is not possible to estimate

the revenue impact of this exemption.

BUDGET DIRECTOR
Office of Budget and Program Planning

Date: 3’10‘“?
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L SEMATE BILL NO. 4T6 . . . N .

i districtsy—spectat--taxtng--districtsy-—or—-sther--petittread
2 INTR : .

ODUCED BY TOWEs ECKe MCCALLUMs B. 3ROMM 2 sotdrrrsrons-or-publre-eorporatreons and for the Financing of

3

3 their respective public improvements and other municipal
% A BILL FOR AN ACT ENTITLED: ™AN ACLT 7O CREATE A MONTANA .

4 purpoases within thz state from praceeds of bonds or notes
H MUNTCIPAL BOND BANK: TO AUTHORIZE THE BOND BANK 7O LEND )

s issued by those overnmental units;
6 MONEY 7O MUNICIPALITIESy—-SPECHAC-—EHPROGYEMENT--OFSTFREIETFSY .

=3 {&) 45515t those governmental untits n fulfilling
T SPECF AL —~FAKING~ ~BE5FRIEFSv-ANG~BFHER-POLIFFEAL - SUBBIVES FONS )

7 thzir needs for those purposes by creation of indebtedness;
3 AND _SCHOOL DISTRICTS THROUGH THE PURCHASE &Y THE BANK DF

3 (c} reduces to the extent s0ssioles casts of
92 MUNTICIPAL SECURITIES; TO AUTHORIZE THE BANK TO ISSUE RONDS N

indedbtedness to raxpayers and residents of the state; and
10 ANC NOTES IN ORDER TO FINANCE ITS LOANS; TO PERMITY THE BOARD

10 {d) encourage continued Investor interest in the
11 OF INVESTMENTS TG PURCHASE THE BOMDS OF THE BANK: TO REMOVE
L1 purchasz 0of jonds or notes of those govarnmental units as
12 INTEREST RATE CEILINGS AND CTHER RESTRICVYIONS FRGM THE BONOS .
12 s2und and preferred securitias for investment.
13 OF POLITICAL SUBODIVISIONS FOR PURPDSES OF THIS ACT; AMENDING ~ .
13 (2} It 1s 1n the public interest and is the policy of
14 SECTION 17-6-103s MLAL™
14 the state to encourage 1ts governmental units to continue
15 !
15 their indapendent unaertakings of public inprovements and
16 BE IT ENACTEOD BY THE LEGISLATURE OF THE STATE OF MONTANA: . . ]
is other municipal purposes and the finanting thereof and to
SECTION ion 1 hort title Sections 1
17 NEW _SECTION. Secti - 3 ¢ * [ ' 1?7 45515t them by makiny funds availanle at reduced j(nterest
h 9 ited as the “Montana Municipal Bond Bank
18 through 19] may be cite ynicip 18 costs for orcerly Financing of those purposzse especially
L]
19 Act™, 17 aurina  periods of restricted credit or money supply.
ECTION i Poli 1) It is declared to .
e NEW_SECTION. Section 2. olicy. {1) is 20 particularly For those governmental units not otherwisa able
i i i }i F the state
21 be in the pubtic interest and to be the peolicy ¢© 21 to borrow for such purposes.
2¢ of Montana to: .
22 {2) It 1s further declareg that currant credit and
23 {a) foster and promote by all reasonable means the . o
23 municipal tond market conditicns require the exarcise of the
isi f ital rk d Ffacilitie for
<4 provision of adequate capita markets an acilities 4 posers of the state 1n the interest of its jnvernmental
25 porrowing money by countiesy citiesy, townss DR schoot .

untts ta promotz and implemant such nolicies by:

2 ST 476
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(a) euthorizing, a state instrumentality to bGorrow
money and to issue its bonds and notes to make funds
available tnrough its facilitjes at reduced rates and on
more favorable terms for Ddorrowing by governmental units
through the purchase by the instrumentality of the bonds or
notes of the governmental units in fully marketable forms
and

th) granting broad powers to the instrumentasfaity to
accomplish and to corfry out these policies of the state.

MEW_SE

FIONe Section 3. Definitions. AS us ed in
[sections 1 through L9}s the following definitions apply:

{1} "2ank™ or "bond bank™ means the municigal bond
bank created by |sectian 4]

(2} ™Band bank Finance account™ or "finance account™
means the account astablished as provided in [section 13 }.

{3} "Sandtholder™ or “holder™ or “noteholder"™ or any
similar term if used with reference to a3 bond or note of the
bank means any person who 1s the bearer of any outstanding
bond or note of the banks reqgistered to bearer or not
registerecs or the registered ogwner of any outstanding Lond
or note of the bank that is at the time regtstered otber
than tuv bearer.

{4) "Tonds™ means donds of the bank 1Ssued pursuant to
fsections 1 throuih L9}

{5) *“Fully marketable form" means a8 municipal security

-3- S 476
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ex2cuted dnd accompanied by an approving legal opinmion of a
bond  counsel of raecognized standing in  the fiely af
municipal law whose apinions are yenerally accepted oy
purchasers of municipal bondse The municipal security  so
exeCuted need not pe printed or lithographed or be in moro
than one denomination.

(%) "Governmental unit"™ means 3Ny coeulmtyy Citys TLOwWny
municipalitys or mantefrpat-corporattont any school districts
er---any---special--—taxrng--districtv--specrni--improvement
aistrfctv-or—other-pe%rtéca+—1ubdiviaron—af—ﬁtufe-governmant
er-pub*rc—:orperetfonv-tneiudrng~-but——not-—}im+teﬁ——te—-any
irrijatfonv-—drafnagev~~eohservaneyv~censervatfonv-eemmunfty
eo+*eqev-eti§ftyv-tn&ustr+e4—deve+apmentv—transpeftsetonv—ar
grpan-renewal-drstricty-anthorityr—or-commisstan. The term
deas not include the state of Montanas the board of regsntse
the board of examiners, the board of housiniy or any other
bGards departmsn;- or commission of the states

17) "Municipal security™ means & bLonde NOtEee or
evidence of debt issued by a governmental unit and payable
from taxes or from rateses chargesy Or assessmentsa

(8) "Notes™ wmeans any notes of the bank tSsued
pursuant to {sections 1 through 1%9].

{9) “Required debt service reserve™ means the amount
reguired to be on deposit in the reserve fund as prescritaed

by [section 12].

~4- 52 476
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{10) 'Reserve account™ means the municipal bond bank
resarve account established as provided in [section 12}

{ll) "Fevenuves"™ means all feesy char gess moneye
prafitss payments of principal of or interest on municipal
securitias and other investmaentsy giftsae ST Nt Sy
contributionsy appropridtionss ana all ather income deriveda
or to o2 derived by the bank under {sections 1 tnrou:h 197,
_SELTIuNe Section 4« Municipal bond bank -- board
of housing. (1) There is a municipal bond nank thet consists
of the boord of housing created in 2-15-1008.

(2} The bank is a public body corporate and  is
constituted Aas  an  instrumentality of the state exercising
Jublic and gssential gouvernmental functionsn. The exercise by
the sank ¢f tha powers conferred by {sections L throuth 13)
3hall be considereg an essential jovernmental function of
thz stutza

NEw_SELTION. Section 5. Lendina and borrowing powers
senerally -- loans to governmental unitse (1) The hanke for
the purposes authoriced by [sections 1 throujh 191y may lend
men:y to jovernmental units through the purchase by the bank
of municipel securitizs of gaveramental wunits in  fully
marketable forme The bank may purchase or hold municipal
securities of Jovernmental units at the gprice and in  the
mannar  that the Dank considers advisable and @may sell

municipal securities acquired or held by it 2t any price

. 5° 476
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without relation to cost  and in the manner that the bank
considers advisables The banks for the purposss authorized
by {sections I through 19])s may issue its bonds and notes
payable solely from thz revenues or funds therefor available
to the bank and may otherwise assist governmental wunits as
provided in {sections | through 19]). A)1 expenses incurrad
in carrying out the purposes of [sections 1 through 19] are
payablte solely from revenues oOr accounts provided under
[{sections | through 19]sy and nothing in [sections 1} through
L$] may be construed to authorize the bank to incur any
indebtedness or liability on behalf of or payabhle by the
stetes

(2} In connection with any loan to 2 governmantal
unite the bank snall:

{a) fix and prescribe the form of application or
procedure to bhe required of the governmental unit for the
purpose of any loan or the purchasz of 1ts municipal
securities and Ffix the terms and conditions of the Toan or
purchase and enter into agreements with the governmental
unit with respect to the loan or purchase;

{b) consider the needy desirability, or.a1igib111ty of
each  loasns the ability of the governmental unit to s2cure
porrowad money from other sources and the costs thereof and
the particular poblic 1mprovement or purpose to he financed

Ly tne municinal securities to bhe purchased by the bank; and

—-&= SR 474
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(e} fix and estaolish each term and provision with
respect to the purchase of municinal securities by the banky
including dates and maturities of the bondss provisions as
to redemption orf payment prior ta maturitys and any other
matters that in caonnection therewith are necessarys

desirables or cdvisable in the judgment of the bank.

Saction 6 Powers of the banke (1) The
bank has the powers granted to the board of hogusing under
subsections (l)e (2)s (%}y {5)e (7)r {8)» (L0} {168)y and
{19) of 90-6-104+ and those provisions apply to [sections 1
throuah 19«

(2) In additions the bank has the following powers:

(d) o make and enforce bylaws and rules for the
conduct of its affairs and business anag for use Of its
services and facilitias;

(b} Lo borrow money; to issue its negotiasble bonds or
notes; to provice for and secure the payment thereof 4nd to
provide for the rights of the holders thereof; and to
purchases holds and dispose of any of (ts bonds or notes;

{<) to invest any funds or money of the bank not then
required for loan to qovernmental units and for the purchase
of municipal securities in tne manner provided in Titlae 17,
chapter &y except as otherwise permitted or providea Dy
[sections L through 19}« Al} investment income from accounts

of the bank less the cost for investment 3s prescribed by
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taw  shall be deposited in the bond bank account from wihich
derived.

{(d} to procure insurance acainst any Tosses in
connegction with its propertys operationsy or Lssets i sucn
amounts and from such 1nsurers 2s 1t considers desirable;

(<) to consente to the extont permitted un.er 1t5
coantracts w«ith the holders of honds or notes of the bDanks to
any modification with respect to rate of jntarusts times anc
payment of any installment of _rincipal Oor int-rest,
Securitys or any osther term of hong oF rRotes contract,  or
agreement ¢f any kind to which the bank is & party; and

(f) to do all acts and things necessarye Convenienty
or desirable to carry vut the powers expruessly aranted  or
nec=ssarily implied (n {sections 1 tnrou,h 19 ).

HEw _SECTIUNS. Seoction 7. Prohivited SCts and
limitation of powers. (1) Under [sS:ctions 1 through i) tne
bank may not:

(a3} make loans of monsy to any persons fir-e or
corporation other than a gowvernmental wunit or .urchase
securities iSsued by 4any persons rirms cor caorporation othoer
than a jovernmenti) wunit or for investments exifpt 4s
provided in [sections i throuah 19];

(B} et zills of cradit or accept deposits of mon:y
for timeé or Jemand deposit or administer a trust or angags

tn any form or manner in or in the conduct of any privite or

~8- 5% 476
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commercial  banking business or act as 3 savings bank or
savings and loan association; or

{c) D8 or coastitute a bank or trust company within
the  jurisdiction or under the contral of the department of
business regulation or the comptroller of the currency of
the United States or the department of the traasSury.

(2} r@othing contained in [sections 1 through 191 may
be construes to suthorize the bank to be or to constitute o
Jealer in securities within the meaning of or subject to any
sacurities Jawe securilties exchunge laws or securities
geslars law of the United 5States or of this st:te or of any
other state or jurisdictions domestic or foreigna

New _SECTIuMN. Section 8. Sonds  and notes of the panke
{1) The bank maye from time to times issue its bonds in such
principal amounts as it considers pnecessary to provige funds
for any purposes authorized by [sections | throush 19j,
including the making of loans; the paymenty funiings or
refunding of the orincipal of or intsrést or redemption
premiums  on any bonds  i1s%sued by ity whetner the Sonds or
interest to pe funded or refunded have or have not become
dus or subject To ragemption prior to maturity in accordance
withh  their terms; the establishment or increase of reserves
£ secure or to pay the bonds or interest tharcon; and all
other costs or expenses ©f the hank incident to and

necrsaarfy Or convenient to  Carry out its purposes and
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poOwWerss

{Z) The bank may issue its notes for any corporate
purpose of the bank from time to timey in such principal
amounts as 1t considers necessary and renew or pay and
retire or refund such notes from the proceeds of bonds or of
other notes or from any other funds or meney of the bank
avaitable or to be made available for such purpose in
accordance witn  any contract between the bank and the
nolders of the notes and not otherwise pledged.

{3) The bank shall i1ssues securey and purchass its
bonds, notess and refunding obligations in the manner
provided in  subsections (3} and (4} of 90-6-111ly J0-6-112
through 30-6-118s 90-6-121s and 90-5-1224y and the provisions
of those saections apply to bonds and notes issued under
[sections 1 througnh 19]s Howevers the bank may not pledge
revenues assetss propertys or income of the board acquired
undaer Title 90+ chapter &y part 1y to secure the payment of
the notes or honds.

NEW _SECTION. Section 9. Credit of state not ;l=dged.
dbligations issued under the pravisions of [sections |
through 19} do not constitute a debt or. Tiability or
oblijation or a pleadge of the faith and credit of the state
but ara payabls solely from the revenues or assets of the
90ardgs  Aan obligyation 1Ssued under [ssctions 1 through 19]

5hall contain on the face thereof a statement to the effect

-i0- 55 676
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that the sState of Montana is net liable on the obligation
anda the obligation is not a debt of the state und the Faith
and credit and the taxing power of the state are not pledged
to  the payment of the principal of or the interest on the
obli ,;atione

NEW SECTIUN Section 10. Tax exemption of 30NdSe
Jondss  notesy or other obligations issued by the 2ank under
[sections 1 throudh 1%] and their income ({including any
profits made on their sale) are free from tuxation oy the
state or any political subdivision or other instrumentality
of th2 states except inheritances estates and gifL rexese
The pank is not required to pay recording or transfer fees
or taxes on instruments recorded by it.

NEW _SECTION. Section ll. Pledge of the state. In
accordance with the constitutions of the Unitea States and
the state of Montanas the state pledges that it will not in
any ~ay impair the obligations of any agreement between the
bark and the holders of notes and bonds issued by the banks
including but not limited t2 an agreement to administer 2
loan program financed by the issuance of beonds and to e¢mploy
a staff sufficient and competent fur this purpsse.

NEW _SECTION. Section 12« Resaerve funde The bank shatld
establish and maintain a reserve account called thne
municipal boend bank reserve account in the manner providen

in  $0-6-10T7(2)s 90-6-119+ and 90-6-120s and the provisions

-11- 569 4716
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of those sections apply to the ressrve accgunt and tho  use
2f revenues under [sections | through 19 )

NEW SEC1IJN. Section 13. pond bhapk Ffinancz scLountae
(1} The bank shall establish and maintain an account in th>
bond proceeds and insurance clearance fund provide: for in
L7-2=-122({6)» called tha bond bLaonk finance account or Finugnce
dccounte thst cansists of and 1n which thore arce  de ositeds

(a) fFfees received or charges made hy th: bank fur us.
of iIts services or facilitiess

{p) any money that the bark transfers thereto trom thoe
reserve account pursuant to [section 12];

{c) money received by the bank 3s:

(i} payments of principal of or nterest on municipal
sacurities purchased by the bank;:

(i1) procseds of sale of any municipal securitics or
investment obliqations of the bank; or

(11i) proceeds of sale of bonds or notes 4f  the banxg
and

{d) money ragquireds under the terms of iny resolution
of the bank or contract with the holuers of its bhunds or
notesy to be deposited therein; ang

{2} any wmoney transferred therete by the state From
any other finance account or made avajiable for the nurpasa
of the finance account or for the operating expenses of the

bank «

-12- PR £
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{<} Any money in the finance account mays subject to
any contracts opetwsen the bank and its Gondholders or
notenoldersy be transfarred to the reserve account ors if
not  so  trensferreds must be used for the payment of the
principal of or int=srest on ponds or notes of the bank whon
the principal or intzrest becomes due and payablee whoether
At maturity or upon regemptions including payment of any
Ar=2mium upon redgemption prior to M3turitye any money in the
financz accounk may be used for th: purchase of municipal
securitices and for all other purpuses ¢f the banks incluging
caymant of its aperating exnensse

{3} NO  amount may be paid or expended out f the
finance a3ccount or from any subaccount thereins which
sccount the oank may estuabliash for the purpose of payment of
1ts  Jpmrating  expensess for operating expenscs of the bank
in any year 1n  excess of the gasmount provided for the
oparating expznses of the bank by the annual budget then in
ef fact with respect to such year or any amendment thereof in
effact at the time of such payment or expenditure for
aparating expenses.

{#) The bank may at any time use any available mon:y
1n kne Financa account fur the purchase  of its honds or
nort=is  or fur the razdemption thereofy ang any suth bonds
purciiasaeg tor retiremsnt are thereupon canceleds

{9) The oank may =stablish in the finance ac¢ount such

13- 5% 476
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subaccuunts or special accounts which in the opinion of the
pank are necessaryr desirables or convenient for the
purposes of the bank under [sections L through 197.

NEw SECTIUN. Section l4. Additional reserveas and
funds. The bank may oestablish any additional and further
reserves or Other accounts that are necessarys desjrabley or
convenient to further the accomplishment of th: purpcesas of
the bank or to comply with the provisions of any ajreement
mnade by or any resolution of the bankes

REw_SECTIIN. Section 15%. Bonds as legal investments
ana  securitys Notwithstanding any restrictions contained in
any other 1aws the state and all public officersey
javarnmental  unitsy and  agencies thereof (including the
boar 1 of investments); all national banking asscciations,
state nanksy trust companiesy savings banks and
tnstitutionss building and ltoan assocjationss savings and
loan associationsry dnvestment companiesy and other persons
carrying on a vbanking business; all insurance companjiesy
insurance associationsy and other p<rsons carrying on an
insurance  ousinessi and all  exwcutarss administratorsy
suardiaase  trusteess and other fiduciaries may legally
tovest any sinkina fundse moneys or other funds belonqging to
them or within their cantro) in eny bonds or notes issued by
tr= Dank pursuant to [sections 1 through 131y and the bhonds

or notes  are  authorized security for any and all public
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depositse

MEW _SECTIONs Section 16« Exemption of property from
execution sale -- period of limitaetione {1} Al} property of
the bank is exempt from levy and sale by virtue of an
éxecutiony no execution or other judicigal process may isSue
33ainst the propertys and no judgment against the banx may
be a charge or lien upon 1ts property; nowevers nothing
contained in [sections 1 through 19) applies to ar timits
the rights of the holder of any bonds or notes to pursu= any
remedy for the enforcement of any pledge or lien given by
the Bbank on 1ts revenues or other moneya.

{2) Any 3ction or proceeding in any court to set aside
a resclution authoriszing the issuvance of Londs or notes by
the bank wunder [sactions 1 through 19)] or to obtain any
retief upen the ground that the resolution is invalid must
be commenced within 30 days after the adoption of the
resolution by the pank. After the expiration of the pariod
of limitations na rioght of action or gefense Founded upon
the invalidity of the reéolu:ion or any of its proavisions
may be asserted and the validity of the resolution or any of
its provisions is not open to gquaestion in any court on any
ground whatever.

NEW_SECTIUM. Section 17. Purchase or axchang of
municipal securitiess. {1} Notwithstanding any Vaw applicable

toe or constituting eny limitation on the maximum rare of

-15- 5% 476

10
1

12
13
14
L5
15

17

21
22
23
24

25

S® 0av&s02

tnterest per year payable or bonds or notes or to  annual
tnterest cost to maturity of money borrowed or received upan
tssuance of bonds or notass every gJovernmental unit is
auvthorized to contract to pay interest on or an intorest
Cost per year for money borrowed from the bank and avidrnced
by its municipal securities purchased by the bank without
regard o any statutory limitations as to rate of irtarest
per  year payaﬁle or as to annual interest cast to maturity
of money borrowed by the governmental untte Tvery
yovernmentsl wunit is  authorized t6 contract with th; bank
with resgect to the loan or purchasey and the contract shalt
contain the terms ang conditions of such loan o©or rnurchasoe
Every gqovernmental wunit is authorized to pay Feas and
charyges required to pe paid toc the banx for its servicese.
{2) Notwithstanding any law applicable to or
constituting asny limitation on the sale of bunds or notess
except the limitation on amount of bonded indebtednass, any
sovernmente]  unit may sell bonds or notes to the bank
without Yimitation as to denomination snd the bonds or notes
may ve fully registered or registerable as to principal only
or in bearer form or may bear interest at the rate or ratesy
all in accordance with this sections may be evidencez in the
manner and may contain other provisions not inconsistent
herewiths 2and may be sold to the pank without advertisoment

4t the price Oor prices as may be detarmineds all as provided
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in the nroceedings of the governing body of the governmenta!?
unit gursuant to which the bonds or notes are authorized to
be  issued. The gQoverning body of the governmental unit may
aorovide for the exchange of coupon bonds For fully
reyistered oponds angd of fully registered oonds for coupon
bonds and for the exchange of any such bonds after issuance
for bonds of larger or smaller denominaticnss all in the
manner provided in the proceedings autherizing their
issuancey arovided the bonds in changed form or
gdenominations are exchanged for ctha surrendered bonds in the
3ama aggregate principal amounts and in such menner that no
overlapping  interest  is paid and the bends in changed form
or denominations bear interest at the same rate or rates and
mature on th2 same doate or dates as the bonds for which they
are exchangeds If any exchange is made under this
suSsections the bonds surrendered oy the holders at ths2 time
of the cxchange shall be canceled. The exchange may ba made
only at tho request of  the holders of the bHonds to be
surrandereds The governmental unit may require all expenses
incurred in connection witn the exchange to be paid bv the
holderse In case any of the officers whose signatures sppear
on  the ponds or coupons czase to Le officers before the
delivery of thz bondsis the signatures shall be valid or
sufficiant for all  purpusess the same as 1f thaey had

remained in office.
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NEW_SECTION. Section 18. Purchase of anticipation
notese The bank may ourchase notes of any governmentai unit
tssued in anticipation of the sate of munijcipal securities
in an amount not exceeding at any one time outstanding the
authorized amount of the municipal securitiess The issue and
sale of the anticipation notes must be in accordance with
the laws apelying to the gowvernmental unit issuing such
notess In connection with any purchase of anticipation
notess the pank may by agreement with the governmental unit
impose the termss conditionsy and limitations that in its
opinion are proper in the circumstances and for the PUrposes
and security of tne bank and the holders of its bonds or
notesy and the bank shall thereupon enforce all the rightsy
remadiess and provisions of Yaw that it has under this
section or as otherwise provided by 1aw.

NEd_SELTIJONe Section 19« Application of money. Monay
or investments in any account 5f the bank astablisned or
nelc for any bondse notess indebtedness, or lisbility te be
paides  Ffundeds or refunded by issuance of ponds or notes
shally unless the resolution authorizing the tbonds ofF notes
arovides otherwiser be applied to the paymeﬁt or retirement
of the bondses notess indebtednesss or liability and to no
cther purposes In the event that there is in any account
any money in excess of the amcunt required for the SCaymenty

fundings or refunding of the bondsy the maney may be removed
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from the account but only to the extent that the mon2y ofr
investments thereafter remasining in the account are not less
than the outstanding bondse notesy inget:tadness, or
Tiability of +the bank to be paids funaeds or refunded and
for which the account was establishea or held.

Section 20. Section L7-6-103s “CAs is amended to read:

"17-6-103. Sacurity for deposits of public funus. The
following kinds of securities may be pledged or guarantees
may be issued to secure deposits of public funas:

{l) direct obligations of the Jdnited Statess

{2) securities as to whith the payment of principal
and interest is guaranteed by the United States;

(3) securities issued or fully guaranteed by the
following agencies of the United States or their Successorss
whether or not guaranteed by the United States:

{a) commadaty credit corporastion;

{b} federat intermediate credit banks;

{¢) federal land bank;

{d) bank for cooperativess

{e) federal home loan banks;

{f) fedgeral national Mortgage association;

(g} government nationdl mortysge association;

(h} small business administration; and

(1) federal housing administration;

(4) general obligation bonds of the stat2 or of any

13- 5P 475
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countys Cityy schonl districts ar other political
sutrdivision of the state;

(S} revenue bonds of any countyr Citys Or Gthar
political subdivision of the statey, when backed by the Full
faitn ang credit of such subdivision or when the revenu:s
pledyed to the payment of the bonds are derived from a water
or sewa2r system and the issuer has covenunted to es5tablish
and maintain rates and charges for the system in  an  smount
sufficient to produce revenues equal to at least 12%. of the
a&arage annual principal and interest ‘due on all honds
payable for such revenues during the outstanding term of
such bonds;

{5} tnterest-bedring warrants of the state or of any
countys Citys school districte or othor pelitical
subdivision of the state issued In evidence of claims in an
amount whichs with all other claims on the same Fundes JE not
exceed the amount validly appropriated in the current cudget
for expenditure from the fund in the year in which tney are
issued;

{7) obligetions of housing authoritias of the state
secured by a pledge of annual contributions or by a 1loan
agreement  nade by  the United States or any Jgency thereof
providing for contriputions or a loan sufficrent witn other
funds pledged to pay the principal of and interest on the

obligations when due. Subject to rules prescribed by the

-20- 53 476
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gdepartment of community Jffairss the bonds ani  other
obligations made eligible for investment in 32-1-424(3) and
T-15-4535 may be used as security for all deposits of public
funds or obtigations for which gepository bonds ofr any kind
of bonds or other securities are raquired or may by law oe
deposited 35 SeCurity.

{8) general obligation bonds of other stateQ and of
municipalitiess countiesy and schoo! districts of other
states;

(?) wJndertoking o©Or qgquarantzes issued by a surety
company authoriZed to do business in the state:

(17} first mortgages a&nd trust indentures on real
property. Thne wdepository shallsy on a quarterly basisy
certify to the state treasurer that sufficient fFirse
nartjages and trust indentures on real property ars
availaole and seyreguted to secure deposits of public funpds.
The bodrd of investments shall determine the amount of
security reguireds

{ll)}) oonds issued gpursusnt ta Title 7Ty chaptar 12
Lparts 21 and 415

(12) ponds issued pursuant to Title 904 chapter 6¢ part

{13) revenue ponds i1ssued by any unit of the univarsity
system of the state of Montana; and

[l4) advance refunded bonds secured by direct
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abYigations of the United s3tates treasury hel¥d in
irrevocable escrowsj;_ and

(15) bonds_issued pursuant to [sections_1_tbrow;h 197."

Section 2le Cooification instructions. Section 4 is
intended to be codified as an integral part of Title 2
chapter 15+ part 10e and the provisions of Title 2+ chapter
15+ apply to scction &« Howevers if __ Bill No.___ (LC 135q)
i1s passed ang approveds section 4 is intended to be c¢odified
in Title 2+ chapter 15y part 16

Section 22. Severabilitye 1F a part of this act is
invalids all valid parts that are severable from the invalid
part remain in effecta If a part of this act is invalid in
one or more of its applicationsy the part remains in effect
in all  valid applications that are severable frcm the

invaliag applications.

-&nd-
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