
Senate Bill 4 76 

In The Senate 

February 13, 1981 

March 1 6 , 1 9 81 

March 19, 1981 

March 23, 1981 

March 24, 1981 

March 25, 1981 

March 26, 1981 

r-1arch 27, 1981 

Introduced and referred 
to Committee on Taxation. 

Fiscal note requested. 

Fiscal note returned. 

Committee recommend bill 
do pass as amended. 

Bill printed and placed 
on members' desks. 

Second reading pass 
consideration. 

Second reading indefinitely 
postponed. 

On motion Senate reconsider 
its action taken on second 
reading. Motion failed. 



41th legislature LC 1241/01 LC 1241/01 

1 ~ BILL NCo !/.Z{_ 
TNTRnouceo BY K~-~tf4, , ~l(.ow""l 2 

1 districts, special taxing districts~ or other political 

2 subdivisions or public corporations and for the financing of 

3 3 their respective public improvements dnd other municipal 

4 A BILL FOR AN ACT Ef~TITLEO: •AN ACT TO CREAT£ A MONTAf\l' 4 purpos.~s within th~ state from proceeds of =>onds or notes 

MUt.fiCIPAL BONO BANK; TO AUTHORIZE THE 90ND P.ANK TO LEND 5 issued by those governmental units; 

6 MONEY TO NUNIC!PALITIES, SPECIAL I~PROVEMENT DISTRICTS, 6 (b) assist those governmental units in fulfilling 

7 SPECIAL TAXING DISTRICTS, AND OTHER POLITICAL SUAOIVISIONS T thei~ needs for those purposes by creation of indebt~dness; 

8 Tfi~CUGH THE PURCHASE BY THE BANK OF MUNICIPAL SECURITIES; TO a (c) redw:;:e' to the extent possible, costs of 

' AUTHOKIZE THE 1ANK TO ISSUE RO~:OS AND NOTES IN ORDER TO 9 i ndei")tedness to t3xpayers and res i d~nts of the st;:tte i and 

lC FIN~NC5: ITS LOM~S; TO PERHI T Tl-H3 1~0,\RD Clf INVESTM;::NTS TG 10 (d) encourage continued investor Interest in the 

11 PURCHASE THE BONOS Of THf B.NK; TO R£MCVE Ir~FRLSf RAT~ 11 purchase of bonds or notes of tho5e gov0rnm~ntal units as 

1l CEilli' .. GS AND OTHER ~F5T;~.lCTIO~.i:; H~Uio! TW: 6G;~u.S Of P~o-ITlCAL 12 sound and preferred securities fJr investment. 

u SU?DtVISIONS FOR PUKH1S:_S Of THIS AC!'; A~ENt'ING SECTID;-.; 13 (2) It is in the public interest 3na is the policy of 

14 17-6-103~ ~'JCA.n 14 the state to encourage its governmental units to continue 

13 15 their independ'?!nt undertakings of public iNprovements and 

16 l't IT EN.O.CTED BY THf LEGISLATURE OF THE STATE OF MONTANA: 16 otn€r municipal purposes and the fin.:::ncing thereof and to 

11 aE~-Sf~IiQlia Section 1. Short t i t1 e. [ Sf"JCt ions 1 17 assist them by making funds avai 1 able at reduced i n+.erest 

18 through 19] may be cited as the "Montana Municip.al Bond Bank 18 costs for orderly financing of t~ose pu~poses, especially 

1'1 Act"• 19 during peri nds of restricted crer:l it or money supply, 

20 NEH-SEtiiQN. Section 2. Policy. (1) It is declar€d to 20 particularly for those governmental units not otherwise able 

Zl ~e in the public interest and to be tt1e policy of the statq 21 to borrow for such purposes. 

22 of !'iontana to: 22 (3) Jt is furth"·:r declared that current credit and 

23 (a) foster and promote by all reasonable means the 23 municipal bond mark~t conditions require the exercise of the 

24 provision of adequat~ capital markets and facil itie~ for 24 pow~rs of the state in the interest of its qovernnt~ntal 

25 J.orrowing .-noney by counties, cities~ townst school 25 units to pror.tot~ cmd implement such policies by: 
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(a) autho~izing a state instrumentality to borrow 

money and to issue its bonds and notes to make funds 

available through its facilities at reduced rates and on 

more £avorable terms for borrowing by governmental units 

through the purchase by the instrumentality of the hvnds or 

notes oT the governmental units in fully market~bl~ form; 

and 

(b) granting broad powers to the instrumentality to 

accomplish and to carry out these policies of the state. 

tlEW_SfkllD~a Section 3. Oefinjtions. As used In 

[sections 1 through 19]• the following definitions apply: 

(l) •aank" or "bond bank" means the municipal bond 

bank created by [section 4]• 

(2) "Bond bank finance accountn or "finance accountn 

means the account established as provided in [section 13]• 

(3) •Bondholder" or •holder" or •noteholder" or any 

similar term i'f used with reference to a bond or note of th-.-! 

bank means any person who is the bearer of any outstanding 

bond or note of the bank, registered to bearer or not 

registered, or the registered owner of any outstanding bond 

or not:e of the' hai11k that is at thP- time n~gistered other 

than to bearer. 

(4) "Bonds" means bonds of the bank issued pursuant to 

(sections l through 19). 

(5) •Fully marketable form• mea~s a municipal security 
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executed and accompanied by an dpproving legal opinion of ~ 

bond counsel of recognized standing in the ~ield ~f 

munici?al law whose opinions are generally acce-pted by 

;JUrChdsers of municipal bonds. Th~ municipal security so 

executed need not be printed or lithogr~~h~d cr b~ in .;=0rc 

than one denomination. 

(6) "Government~l unit" medns dny cc~nty, city, tuwn, 

~unicipality, or municipal corporation; any schocl district; 

or any special taxing dis~rict, spacial i :ll~rovem~..:n--::. 

districtt or other political subdivlsio~ af state ~over~~ant 

or pu~lic corporation~ including but not limited to any 

irri~.;tion, drainage, conservancy,. <:onservation, ccm!!lunity 

colleg~, utility, industrial development' tr~nsportation, or 

urban renewal district, ~uthority, or commission. The term 

joes not include the state of ¥.ontana,- the board of regents' 

the board of examiners~ the board of housing, or any other 

board, department, or commission of the state. 

(7) "Municipal security• means a bond, note, or 

evidence of debt issued by a governmental unit and payable 

from taxes or from rates,. charges, or assessments. 

(8) "Not~s• means any notes of the bank 

pursuant to [sections 1 through 19). 

i ssuec=t 

(9) "Required debt service reserve" means th~ dmount 

required to be on deposit in th~ reserve fund as prescribed 

by (section 12]. 

-4-
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(10) "R~serve account" means the municipal bond bank 

reserve account established as provided in [section 12]. 

(llt "Revenues" means all fees, charges, U'.oney, 

profits, payments of principal of or interest on municipal 

securities and other investments, ~ffts, grants, 

contributions, appropriations, and all other income deriveC 

or to be derived by the bank under [sections 1 through 19]• 

~w_~~& Section 4• Municipal bond bank -- board 

of housing. (1) There is a ~unicipal hon1 hank that consists 

of the bo~rd of housing create~ i;l 2-15-1008. 

(2) The bank is a public body corporate and is 

constituted as an instrument .. ;l ity of tt,-~ st.ate exercising 

pu~lic and essential oovernmental funct~ons. Tho exercise by 

tt,,e bank of ·th~ powers con-ferred by [se.:tion-:. 1 thr.ouqh 19] 

shall be considered an essential governmentvl function of 

the state. 

~.ELSf.'-l.l.Dii.a Section 5• Lending and borr-owin<.:) pow.:ors 

generQlly --loans to governmental units. (1) Th.oo bank, for 

tha ?urpos~s authorized by [sections 1 through 19], may lend 

Jf;oney to government<:~l units through the purchase by the bank 

of municipal securities of" governmental units in fully 

mark8table form.. The bank may purchase or hol•1 municipal 

s~curities of governmental units at the price and in the 

m<mn(:r that the bank considers .3dvisable ana mny sell 

·~unicipal 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 advisable. The bankt for the purposes authorized 

by [sections 1 through 19], may issue its ~ends and notes 

paya~le solely from the revenues or funds therefor available 

to the bank and may otherwise assist governmental units as 

provided in (sections 1 through 19]. All expenses inc~rred 

in carrying out the purposes of (sections 1 through 1~] are 

payable solely from revenues or acr:ounts provided under 

(sections 1 through 19], and nothing in [s0ctions 1 through 

19] may be construed to authorize the h~nk to inct~r any 

indebtedness or liatility on behalf af or payable by t~e 

state .. 

(2) In connection with any loan to a govBromental 

unit, the bonk shall: 

(a) fix and prescribe the form of application or 

procedure to be required of the governmental unit for the 

purpose of any loan or the purchcse of its municipal 

securities and fix the terms and conditions of the loan or 

purchase and enter into agree,nents with the governtrental 

unit 'f;itfl respect to the lo::m or purchi=t.s~; 

(b) consider the need, desirability, or el iqibility of 

each lonn, the ability of the governmental unit to secure 

borrowad !Poney from other sources and the costs thereof and 

the particular public improvement or purpose to be fin~nced 

by tht?: municipal securities to b·a purch:Jsed by the bank; c=~nd 

-6- SB L.) 1 r;, 
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(c) fix and establish each term and p~ovision with 

respect to the purchase of municipal securities by the bank, 

including dat~s and maturities of the bonds, provisions as 

to redemption or payment prior to maturity, and any other 

matters that in cor1nection therewith arc necessary, 

desirable" or adviscble in the judgment of ·the bank. 

~fK-Sfkll~. Section 6. Powers of the b~nk. (1) The 

bank has the powers granted to th~ board of housinq under 

subs~ctions (11• (2)• (4)• (5), (7)• (B)• (10)• (16)• ~nd 

(19) of 90-6-104, and those provisions apply to [sections 1 

through 19]. 

(2) In addition• the bank has the following powers: 

(a) to mak•a and enforce byla:.~~s and rules for the 

conduct of its affairs and ~usinass and for use of its 

services and facilities; 

(b) to borrow money; to issue its negotidble bonds or 

notes; to provide for and secure the paytrlent thereof and to 

provide for the rights of the holders thereof; and to 

purchaset hold, and dispose of any of its bonds or notes; 

(c) to invest any funds or money of the bank not then 

r:e~ut..-,ed for loan .to govcernllental units and for the purch.:Jse 

of municipal securities in the manner provided in Title 17t 

chapter 6, except as otherwise permitted or provided by 

[sections 1 through 19]. All investment income from accounts 

of the bank less t-he cost for invest'Tlent as prescribed by 
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law shall be deposited in the bond bank ~ccount from which 

derived. 

(d) to procure insurance against any ]iiSSi~S in 

connection with its property, operations, or assets in such 

amounts and from such insurers as it considers dcsir3~1e; 

(e) to consent, to the extent permitted under its 

contracts with the holdP-rs of bonds or notes of the nank• to 

any modification with respect to rate of interest, tim~. and 

pay~ent of any installment of principal or interest, 

security, or any other term of bond or note, contract, or 

agreement of any kind to which th€ bank is a party; end 

(f) to do all acts and things necessary, convenitnt, 

or d~sirable to carry out the pow?.rs expressly qr~nt~d or 

necessarily implied in (sections l through 19). 

~~-SEtiiONa Section 7. Prohibited acts and 

limitation of powers. (1) Under [sections 1 through 19] the 

bank w.ay not: 

(a) make loans of money to any person, firm, or 

corporation other than a governmental unit or purchase 

securities issued by any person, firm, or corporation other 

than a governmental unit or for investment, except as 

proviCed in [sections 1 through 19]; 

(b) emit bi11s of credit or accept deposits of money 

for time or demand deposit or administer a trust or engage 

in any form or manner in or In the conduct of any privdte or 

-s-
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commercial banking business or act as a savings bank or 

savings and loan association; or 

(c) be or constitute a bank or trust compony within 

the jurisdiction or under the control of the depart•,·~nt of 

business regulation or the comptroller of the currency of 

the ~nited States or the department of the treasury. 

(2) Nothing contained in [s2ctions 1 through 19] ~ay 

be construed to authorize the bank to be or to constitute a 

dealar in securities within the meaning of or suhj~ct to any 

securities law, securiti~s '-"'xc;vmq,~ law, or securities 

deo3l'.!rs law of the United States ·.Jr cf this stat<'O: or of any 

other state or jurisdiction, do~d~tic or for2i~no 

~kLS..EC.ll.Qiia. Sect i o:-1 '1• Bonds :md no t~s of tho.:; n.:.nk. 

(1) The bank may, from time to time 7 issu~ it~ ~onds in such 

principal amounts as it cons i d~rs necessary ·to provid-e funds 

for any purposes authorized 

incluOin~ the making of 

by [sections thrcu•]h 19lt 

loans; the pay~ent9 fun,!ing, or 

refunding of the principal of or interest or rede~ptio11 

;;remi ums on any bonds issued by itt whether the !J.onds or 

int~rest to be funded or refund~d have or have not beco~~ 

due or subject to redemption prior to m~turity in accordance 

with their terms; the establishment or increase of reservAs 

to secur~ or to pay the bonds or interest ther8on; and ~11 

ot,1er costs or expenses of the bank incident to and 

n~c~ssary or convenient to carry out its purposes ~nd 
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powers. 

(2) The bank may issue its notes for any corporate 

purpose of the bank from time to time• in such principal 

amounts as it considers necessary and renew or pay and 

retire or refund such notes from the proce-ed-'5 of bonds or of 

other notes or from any other funds or 

available or to be made available 

accord-:mce with any contract between 

money 

for 

the 

of the bank 

such purpos\:'! in 

bank and the 

hold€rs of the notP.s and not otherwise ~ltd~e~. 

(3) The bdnk shall issuer secure, and purchase its 

bonds, notes, and refunding obligations in t~e manner 

provid0d in subsections (3) and (4) of 90-6-1119 90-6-lll 

through 90-6-118, 90-6-121, and 90-6-1229 and the provisions 

of those sections apply to bonds and notes issued under 

[sections 1 through 19]. Howev~r. the bank may not pledge 

revenue, assets. property, or income of the board acquired 

under Title 90, chapter 6, part 1, to secure the payment of 

the not~s or b~nds. 

~~S~~Illl~ Section 9. Credit of state not pledged. 

Obli~ations issued under the provisions of (sections 1 

through 19] rio not constitute a debt or liability or 

obli']ation or c: pledse of the faith and credit of the stat-2 

but are nayatle solely from the revenues or assets of the 

bodr-d. An obl i _:jation issued under [sections 1 thrOUfh 19] 

shall contain on the face th~reof a stdtement to the eff0ct 

-10- 58 ~ 7(. 
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that the state of Montana is not liable on the obligation 

and the obligation is not a debt of the state and the faith 

and credit and the taxing power of the state are not pledqec 

to the payment of the principal of or the interest on the 

obligation. 

~w_st,IIONa S~ction 10. Tax exam~tion of honds. 

Sonds, notes, or other obligations issued by the bank under 

[sections 1 through 19] and their income (including nny 

profits ~ade on their sale) are free from taxation by the 

state or any political subdivision or other instrumentality 

of the state, except inherit2nce, astate, and· gift taxes. 

The bank is not required to pay recording or transfer fees 

or taxes on instruments recorded by it• 

~~~~~ Section 11. Pledge of the state. In 

accordance with the constitutions of the United States and 

the state of Montana, the state pl~dges that it will not in 

any way impair the obligations of any a~reement between the 

bank and the holders of notes and bonds issued by the bank, 

including but not limited to an aqreement to administer a 

loan program financed by the issuance of bonds anti to employ 

a· lS-of:-aff suff ic·ien-t 3nd competent for this purpose. 

~SfkllDH. Section 12. Reserve fund. The bank shall 

establish and maintain a reserve account called the 

municipal bond bank reserve account in the manner provided 

in 90-6-107(2), 90-6-119, and 90-6-120, and the provisions 
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of those sections apply to the reserve account and the use 

of revenues under (sections 1 through 19]* 

~EW_Sf~HA Section 13• Bond bank finance ~ccount. 

(lJ The bank shall establish and maintain an account in the 

bond proceeds and insurance clearanc€ fund provided f0r in 

17-2-102(6), call~d the bond b~nk finance ~ccount or finance 

account, that consists of and in which there are deposited: 

(a) fees received or charoes made by the bcnk for use 

of its services or faciliti~s; 

(b) any money that the bank transfers thereto from th0 

reserve account pursuant to (section 12]; 

(c) money received by the bank as: 

(i) payments of principal of or interest on municip~l 

securities purchased by the bank; 

(ii) proceeds of sale of any lllUOicipal securities or 

investment obligations of the bank; or 

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

and 

(d) money requiredp under the terms of any resolution 

of the bank or contract with the holders of its bonds or 

notes, tc be deposited th~rein; 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 

bank. 

-12-
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(2) Any money in the finance account may. subject to 

any contracts between the bank and its bondholders or 

nctet10l ders 9 be transferred to the reserve account or., if 

not so transferred., must be used for the payment of the 

principal of or interest on bonds or notes of the bank when 

the principal or interest becomes due and payable• whether 

at maturity or upon redemption., including payment of any 

premium upon redemption prior to maturity. Any money in the 

financ~ account may be used for the purch:::tse of municipal 

s2curities and for all other pLrposes of th~ bank, including 

p~ymcnt of its op~rating expenses. 

(3) No amount may be D1iri or eXtJ<md<Jd out. nf the 

financ~ account or fr·c~ ~ny subaccount therein, which 

account the bank may cstabl ish for the ~ur pose of P.ay':llen~ of 

its opcratinq expenses, for operating expcns?s of the bank 

in any year in excess of the amount provided for the 

oper~ting expenses of the benk by the annual budget then in 

eff~ct with respect to such year or any amendment ther~of in 

effect at the ti~e of such payment or expenditure for 

operating e~penses. 

(4) The bank may at any time use any available mon~y 

in ttJe finance account for the purch~Jse of its bonds or 

notes or fer the redemption thereof, and any such bonds 

purchased for retirement dre thereupon canceled. 

(5) The bank m~y establish in the finance ~ccount such 
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subaccounts or special accounts which in the opinion of the 

bank are necessary., desirable.,. or convenient for the 

purposes of the bank under [sections 1 through 19]. 

l:jfll_lliJlll~£ 

funds. The bank 

Section 14• Additional reserves and 

may establish any additional and further 

reserves or other accounts that are necessary, desirable, or 

convenient to furth~r the accomplishment of the purpose$ of 

the bank or to comply with the provision~ of any aqreemant 

made by or any r8sclution of the bank. 

l.)!L;ji.-S~IIQ.ri.._ Section 15· P.onds as 1 egal investments 

and security. Notwithstandinq any restrictions contained in 

any other law, the state and all public officers, 

governmental units, and. a gene i -es thereof ( i ncl udi ng the 

board of i nvestflaonts); a 11 nat i ondl banking associations, 

state banks, trust companies, savings banks and 

in~~itutions, building and loan associations, savings and 

loan associations, investment companies, and other persons 

carrying on a bonking business; all insurance companies, 

insurance associgtions, and other rersoos carrying on an 

insurance busine.ss; and all executors, administrctors, 

quardians, trustees, and other fiduciari~s may 18gally 

invr.ost any sinkin·::; funds, !II.:>O·'!y, or other fu~ds belonging tu 

theln or within their control in any bonds or notes issued by 

the bank pursu.snt to [sections 1 througn 19), and the bonds 

or notes are authorized security for any ~nd all cublic 

-14- 5 B 47/:, 
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deposits. 

b~~IlQ~ Section 16. Exemption of property troa. 

execution sale-- period of limitation. (1) All property of 

the bank is exempt from levy dnd sale ~Y virtue of an 

execution, no execution or other judicial process may issue 

against the property, and no judgment a~ainst the bank m2y 

be a charge or lien upon its property; ho~ever, nothing 

contained 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 givBn by 

the bank on its revenues or other money. 

(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 19] or to obtain any 

relief upon the ground that the resolution is invalid must 

be commenced within 30 days after the adoption of the 

resolution by the bank. After the expiration of the period 

of 1 i11i tat i on• 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 vny of 

its provisions ,is not open to question in any court on any 

ground whatever. 

J1f1i "SECTION.a Section 17. Purchase or exchange of 

municipal securities. (1) Notwithstanding any law applicable 

to or constituting any limitation on the maximum rate of 
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interest per year payable on bonds or notes or to annu~l 

interest cost to maturity of money borrowed or r~ceived upon 

issuance of bands or notes. every ~overnmental unit is 

authorized to contract to pay interest on or on int€rest 

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 interBst 

per year payable or as to annual interest cost to maturity 

of T•loney borrowed by the governmental unit. Every 

governmental unit is authorized to contract with tho b3nk 

with respect to the loan or purchase, and the contract sh~ll 

contain the terms and conditions of such Joan or purchase. 

2very governmental unit is authorized to pay fees and 

charges required to be paid to the bank for its sPrvices. 

(2) Nott'fithstanding any law applicable to or 

constituting any limitation on the sale of bonds or notes, 

except the limitation on amount of bonded indebtedness, any 

governmental unit may sell bonds or notes to the bank 

without limitation as to denomination and the bonds or notes 

may be fully registered or registerable as to principal only 

or in bearer form or may bear interest at the rate or rates, 

aJl in accordance with this section 9 may be evidenced in the 

manner and may contain other provisions not inconsistent 

herewith, and may be sold to the bank without advertisement 

at the price or prices as may be determined, all as provided 

-16-
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in the proceedings of the governing body of the governmental 

2 unit pursuant to which the bonds or notes are authcri2ed to 

3 

4 

bE- issued. The governing body of the governmental unit may 

provide for the exchange of coupon bonds for fully 

5 registered bonds and of tully registered bonds for coupon 

6 bonds and for the exchange of any such bonds after issuance 

7 for- bonds of larger or smaller denominations, all in the 

8 

9 

mann~r provided in the proce€dings 

issuance, provided the bO<ldS in 

authorizing their 

ch.:mqed for$ or 

10 dRnominations are exchanged for tn0 surrendered bonds in tt1e 

11 same aggre~ate ~rincipal amounts and in such manner ·thvt no 

12 cverl-3ppinq interest is pa i :.l e>'1d th'<:! ~or,·1s in c:!,.JrH;-. :j forn, 

13 or denominations be<Jr intErest <:~t trw ~ di~e rate or r<'jt.E<i and 

14 n;ature on the same dat€ or det.as as the bend~ for which they 

15 

16 

are exchanged. If any exchaw:a~ is ffl-3d~ under this 

subsection, the bonds surrendered by tne holders at the time 

17 of the exchange shall be canceled. The exchanqe rtay be made 

1~ only at the request of the holders of the bonds to be 

19 surr~ndered. The governmental unit may require all ex?enses 

20 incurrea in connection with the exchange to be paid by the 

l.l hold~rs. In case any of the officers whose siqnatures aprtar 

zz on the bonds or coupons cease to be officers before the 

23 

24 

2> 

dE!livery of the bonds, ·the siqnatures shall 

sufficient for all purposes, the same as 

remained in office. 
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UL~~kilQ~. Section lB. Purchase of :=nticipation 

notes. The bank may purchase notes of any governmentDl unit 

issued in anticipation of the sale of ~~unicipal securities 

in an amount not exceedinq at any ona time outstandins th€ 

authorized amount of the municipal securities. The issu~ ~nd 

6 sale of the anticipation notes ~ust be in accordance witr 

7 the law::; applyinq tc the govern:nentcl unit iss•Jins; such 

8 notes. In connection with any purchase of anticip·:!tion 

9 nctes, th~ bdnk m2y by agreement with th0 governwentsl 1Jnit 

10 impose the tern:s, ccnditicr1s, and limit~tions that in its 

11 opinion are proper in the circumstancPs and for the purocscs 

12 and security of the bank and the holders of its bands cr 

13 noteSi and the ~ank shall thereupon enforce Qll the ri0Pt~, 

14 rerr;e..:iies, and provisions of law that it has under this 

15 section or as otherwise provided by law. 

16 Hfb_Sfklln~. Section 19. Application of money. Y,oney 

17 or investments in any account of the 03nk established or 

ld helct for any bonds 9 notes, indebtedness. or liability to be 

19 oaid, tundedt or r~funded by issuunce of bonds cr notes 

20 shall, unless the resolution authQriziny the bonds or nut~s 

21 provid~s otll~r~'isB, be ~rpl iod tc the ~ay~ent or r~tireu~E·nL 

22 

23 

2Et 

25 

of the bonds, note~, i~~!ebtedness, or 1 iability and to n-:> 

other puryos"-!. In the event th~t thcr£ is in 6ny acco~11t 

any fl"'VnE>y in exclf:ss of th~<.. amount r~~quir~d for tt1•.2 payment, 

funJinq, or r~funding of the bonds, tl1e money may b0 r0~ov~o 

-!A- s8 4?' 
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from the account but only to the extent that the mon~y or 

investments thereafter rema i nl ng in -tne 3ccount ar~ not 1 ess 

than the outstanding bonds, notes, indebtedness" or 

liability of the bank to be paid, funded, or refunded and 

for which the account was established or held. 

Section 20. Section 17-6-103, )riCA, is amended to read: 

•17-6-103. Security for deposits of public funds. Tht 

following kinds of securities may be pledged or guarantees 

may be issued to secure deposits of public funds: 

(1) direct obligations of the United States; 

(2} securities as to which the paym~nt of principal 

and interest is guaranteed by the Unit~d States; 

(3) securities issued or fully guaranteed ty the 

following agencies of the United States or their successors­

whether or not quaranteed by the Unit<?d Stdtes: 

(a) commodity credit corporation; 

(b) federal intermediate credit banks; 

(c) federal land bank; 

(d) bank for cooperatives; 

(e) federal home loan banksi 

tf) federal n•Jtional mortgage .1ssoci.::~tion; 

(g) government national mortgage association; 

(h) small business ad~inistration; and 

(i) federal housing administration; 

( 4] genera 1 ob 1 i gat ion bonds of the state or of any 

-19-
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county, city., school district., or other politic~l 

subdiYision of the state; 

(5) revenue bonds of any county., city., or other 

political subdiv.ision 9f the state, when backed by t::h"" full 

faith and credit of such subdivision <.:>r when the revs>nues 

pled~ed to th~ payment cf the bonds are derived fro~ a woter 

or sewer system and the issuer has covenanted to est~blis~ 

anj maintain rates and charges for the syste~ in an ?mount 

sufficient to pr-oduce rev.znues equal to at least 125~;; ;;f the 

aver.3g!; annual principal anj interest <jue on all nonds 

payable for such revenues during the outst3nding tarrn of 

such bonds; 

(6) interest-bearing warr3nts of the state or of .Jny 

county,. city, school district., or ether pol iticdl 

subdivision of the state issued in evidence of claims in ~n 

.=~mount which., 11ith all other clairns on the S<Jme fund,. do not 

exceed the amount validly appropriated in the current budget 

for ~xpenditure from the fund in the year in which they ar~ 

issued; 

(7) obli·::;ations of housing authorities of the stat~ 

secured by a pledge of annual contributions or by Q loan 

agreement 11ade by the United States or any agency t.hereof 

providing For contributions or a loan sufficient with other 

funds pledged to pay the principal of and i~terest on the 

obligations when due. Subject to rul~s prescribed oy the 

-20-
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department of con1munity -atfai rs• the bonds 3nd other 

obligations made eligible for investment in 32-1-424(3) and 

7-15-45Q5 may be used as security for all deposits of ~ublic 

funds or obligations for which depository honds or any kind 

of bonds or other securities are required or may by law ~e 

~eposited as security. 

(8) gena-'31 obligation bonds of othBr states .-md of 

municipalities, counties, and school districts of other 

stat..:os; 

(~} undert~King or quar~rl8P$ issu~~ by ? sur~ty 

comp-1ny 2Uthcriz~d tc do business in the st~t2; 

(10) first ~ortg~~es an~ trust inientur2s en real 

property. The dep1jsitory ~h~11~ on a quclrterly basis, 

c~rtify to th~ state treas.Jrc:-r that sufficiQ-nt fir-st 

~tor tqagl"':5 ancj tr-ust indentures on r-eal provert·r ar{"· 

av:dlable and segregcted to secure deposits of public funds. 

The boar-d of i nv~strr.ents sh.:~ll det~r.ni ne the :otmount of 

lS security required. 

19 (11} tonds issued pursuant to Titl~ 7 1 chapter- 12 9 

2~ part5 21 and 41; 

21 (12) bonds issued pursuant to Title 90, chaptar 6 9 part 

2.2 1; 

23 (13) r-evenue bonds issued by any unit of the univ·~rsity 

24 systf':m of the state of r-:ontana; ti!l"d 

25 (14) advance refunded bonds secured by dirE.ct 

-21-
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ooli:rations of ttiC United St.::1t~s tre.asury hol J in 

i ..-revocable escro~..; .. .;__and 

il~l-Qao2~-l~uaa-~L~U£D1_1a-L~~1i2US-l-~a~~l~l•" 

Section 21. Codification instruction. Section 4 is 

intended to be codified as an integral part of Titl~ ? 7 

chapter 15, part 10,. and the provisions of Title _l., chapter 

15, apply to sac.-ti on 4• However, if __ ·:H 11 i>!o. ___ < LC 1350) 

is passad and ap?roved 9 section 4 is intended to bP codified 

in Titl~ 2, chapter 15, par-t 18. 

Section 22. Sevcrdbility. If a p~rt of this 0ct is 

invalid, all valid parts that 3r~ sevar~ble from the invalid 

part remain in affect. If a part of this act is inv~lid in 

one or ;nore cf its applications, tt1;? pdrt r~mains in eff<act 

in all valid appliciltions that are s~verable from the 

invalid applicdtionsa 

-£nd-
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STATE OF MONTANA 
REQUEST NO. 431-81 

FISCAL NOTE 

Form /ID·/5 

In compliance with a written request received Marcb 16 , 19 JlL_, there is hereby submitted a Fiscal Note 

for ... S~1;E;!)3;iJJ 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 Prop:?sed Legislation 

Senate Bill 476 is an act to create a Montana Municipal Bond Bank; to authorize the 
bond bank to lerrl rroney to p:?litical 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 Investrrents to purchase the bonds of the bank; to 
rerrove interest rate ceilings arrl other restrictions fran the bonds of political 
subdivisions. 

Assumptions 

1. No limit on sale of bonds. 
2. Sale of $50 million of bonds in earn year of the biermium. 
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 sane. 

Fiscal Impact 

Expenditures Under Proposed Law 
Personal Services 
Operating Expenses 
Equiprent 

Total Expenditures Under ProJXlsed Law-

Fundin.J: General Fund 

Carment 

FY 1982 

$38,757 
29,000 

2,000 

$69,757 

Total 
FY 1983 Biermium 

$42,635 $81,392 
29,000 58,000 

2,000 

$71,635 $141,392 

Section 10 of this proposal provides that bonds and other obligations issued by 
the proposed Municipal Borrl Bank shall be tax exerrpt. It is not possible to estimate 
the revenue impact of this exenption. 

BUDGET DIRECTOR 

Office of Budget and Program Planning 

Date: 3- '2..: 0-:_...f__j_ 
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SENATE BILL NO. ~76 

A~'T n·,v~d by Co:'lmitJtee 
:,n Taxation 

INTRODUCED BY TOWE• EtK• McCALLUM. B. cROWN 

A BlLL FOR AN ACT ENTITLED: •AN ACT TO CREATE A MONTANA 

MUNICIPAL BOND BANK: TO AUTHORIZE THE BONO BANK TO lEND 

MONEY TO MUNJCIPAliTIESY--5¥EE~--fHPRSVEMEH~--9+S~fE~5T 

SPEE+At--~KfN6--&i5fRfE~5y-AN&-SJHEa-P8tif~At-5YBBfVfSf~ 

AND SCHOOl QlSTRJCTS THROUGH THE PURCHASE BY THE BANK OF 

MUNICIPAl SECURITIES: TO AUTHORIZE THE BANK TO ISSUE 20NOS 

AND NOTES IN ORDER T~ FINANCE ITS lOANS; TO PERMIT THE BOARD 

Of INVESTMENTS TO PURCHASE THE BONOS OF THE BANK; lO REMOVE 

INTEREST RATE CEILINGS AND OTHER RESTRICTIONS FROM THE BONOS 

OF POLITICAL SuBDIVISIONS FOR PURPOSES Of THIS ACT; AMENDING 

SECTION 17-6-103o MCA.• 

BE IT ENACTEu BY THE LEGISlATURE OF THE STATE OF MONTANA: 

lli SEC~ Section 1. Short title. (Sections 1 

~hrough 19] May be cited a~ the •Montana Municipal Bond Bank 

Act•. 

NEW SC:CTIO~ Section 2. Policy. (1, It is declared t.o 

be in the public interest. and to be the policy of the state 

of Montana t.o: 

(a) foster and promote by .all rea!ionable ~teans the 

provision of adequate capital •arkets and facilities for 

borrowing ~ney by eoUft~+e~ cities, towns• OR schoo) 
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d ls t ric t s..,.--<ir"~~-T e+- -te'l: ~n-q- -df.'"lt:-rt-et-."!1.,.--et""--other-- pc+t-t- .... e~+ 

~~~~~-~~ .... on~-ar-p~bf~e-~er~er~~~e~~ and for the financtn~ of 

th•!ir .-especttve public tmprovements and ot.her muntcipal 

purpos~~s wtlhin th~ stdte from proc.eeds of bonds. or not-2s 

1S5udd by thos~ ~uvernmentdl units~ 

(bl <J~si~t those governmentdl units 1n fulfill inq 

th~ir needs for thu~e purpos~s by creation of indehtedn~ss; 

(c) reuuc~. to the extent ~ossiole, costs of 

lni.Jebtedne::is to ta»c:payers dnd residents o~ the state; ·lnd 

(dj ~nc.ollrage continued invP.~tor inter""st 1n the 

purch..:.s.oa 'Jf .:;ondc,. or notes of tho5e governmental unt t~ .::.s 

S.·:>unj ond preferred securities for investment. 

(.£} It ts tn th-e pub I ic intere~t and is the pol ic.y of 

th~ stat~ to encourdg~ 1ts. governmental unitS to continue 

their independent unuertak1ngs of public iinprovements and 

other muntctp.Jl purposes and the financin~ thereof dnd to 

dS~tst them by mak1n~ funds avai I able at reduced interest 

cost~ for orcerly findnctnq of those purp6s~s. es~ecidlly 

aurtnr. jJ€'f"iods of restricted cre•1it or money s.uppl y • 

~articularly fvr tho~e gov€rnmcntal unit~ not otherwis2 able 

to borroN for such purposes. 

( ; ) It 1S further decl,lred that curr,~nt crer:ltt and 

munici~al bond markPt conditions require the ex~rcise ~f tha 

fJV""II::!I"S of the s.tat~ 1n the interi?St of its ]0\H",..nmFntaJ 

untt:.s to Promote and implement such ovl ic ies by: 

-!.- ~ ~ 4 76 
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{<J) out.horizin';;J a state instrument.ll ity to borrow 

money and to 1s~ue its bonds and notes to make fund~ 

dVdilable through 1ts facil1ttes at reduced rates dnd on 

more favorable terms for narrowing bf qovernment.:tl unj ts 

through the purchase by the instrumentality of the bonds or 

note~ of the q~vernmental units ~n fully markPtabl~ form; 

and 

(b) grant1n1 broad powers to the instrument3lity to 

accomplish and to CJrry out these ~olicies of the st~t~. 

~£~~EC!lQ~~ Section 3. Deftnttlons. As u.;ed in 

[sections 1 through LQ)• the follo~ing def1nitions apply: 

(l) "IJank" or "bond bunk" means the munici;Jal bond 

bank created by tsecti~n 4]• 

(2) "f1on;1 bank fJndnC~:> account" or "'findnce dCcount .. 

means the gccount establiShed as prov1ded in (section L3J• 

(3} ''9onJholder" or ''holder" or ••noteholder" or any 

similar tr:>rm if u~ed With referenc-~ to a bond or nott:! of tht .. 

bdnk mean~ any p~r~on who is the bearer of any out~tdndinq 

bond or note of the b.Jnk., reqastered to be3rer or not 

re•~ist.::reG, or the rryi.,;,tered ownBr of any 0\Jt.:;.tandin~;; bond 

or not~ of the b,_nk thdt is at the t1me reqt~tPrPd othPr 

th,..:m to bec:lrer. 

{4) "~"'onds" m~un~ oonds of the bdnk tssued our~udnt to 

(sections 1 throu-!h L9j • 

(S) "Fully m.Jrketable form 11 me,;ms. d municipal ;ecurity 

-3- s ~ 4 76 
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ex~cuted dnd accompcinled by an approvin~ le~al optn1on of 4 

bond c ounse I of r2cognized ~tandtng in the fteld :>f 

munJcip-31 ldw whos~ optntons are JenPrdlly acc~otPJ oy 

purchase-rs of muntci1--al bond~. ThP mun,ctpal s.ecurtr.y >o 

ex~cuted need not oe printed or lithograph~d or be in mur~ 

thdn one denomination. 

{ , ) "GowcrnmentaJ unlt-' means. any eOtif"'-t:y ... city, town, 

mu~icipality, or mtt"+~~p~+-corpere~+on~ any school districtt 

e~---eny---~~~e~e+--~~e•+ng--~t~~?Tety--~~e~+e~--+m~~o•~m~~~ 

~i~~r~et~-er-ot"er-pe+t~~ee+-~~ed+v+~~on-~f-s-t:~te-~o~~rnm~"~ 

e~-~ce~~e-ee~~~r~t~ony-+n~+ttdTnq--~~~--Mot--+~m+t~e--t~--an~ 

+rrt~dtTOMy--drd~ne~ey--eof"'~e~•~ftey~-een~eryatten.-~6~m~"+ty 

eotte~ey-ttt+•+ty•-+n~tt~~rtd~-6eve+~pMeMt•-~~~"~~ert~t+~n•-~r 

tirh~n-ren~w~~-dt~tr+~t.-ettt"or+tyy-6r-eommt~~~on. Tne tPrm 

doe~ not inclu~e tne state of Montana, the board of re~~nts., 

th~ board of examiners, the board of housin]t or dny oth~r 

boaro, departm~nt~ or commt~~ion of che ~tate. 

! 7) 11 ""1un.tci.:Jcll s.ecur i ty" means a bond., notP• or 

evidence of debt issued ~y a governmental unit and payabl~ 

from tvxe5 or from rdte5., chargesy or assessmen+.s. 

(B) "Notes" mean-s any notes of the bank 

pursuant to [sections l through 19j. 

iSSUed 

{9} "Required debt service reserve" medns the .,mount 

required to be on deposit tn the reserve fund .-Js prescrit:ed 

by {sect&on 12]. 

-4- >"· 476 
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( 10} "?es.?.rve .:tccountn means the munlr.tpal bond bank 

reserve account estaolished dS provided in [section 12]. 

(11) ~~~"evenuesn m-2ans all fees., char qes., money. 

;)r,Jftt"'• p.Jyll'll:;.'nts of principal of or tntet"est on munici;;.;~l 

'iecuri.ttes and oth~r invt:"stmef1tSt qift~. c:r ·:tnt s., 

c ont r i c;ur.t on s, appropridtions, ana 311 oth.,r lncome de-riveo 

or Lo ~~ dertv~d ~y th~ bank under [sections 1 tnrou·h l9 l· 

~f~_d£~T!u~~ Section 4. Muntcip3l bond bank bo~n~ 

-:Jf hvusin'-l• (1) There is a municip<J.I bond oank that consists 

of tl""H' board af haU':.an.J Lre..-Jted in 2-15-1008 .. 

( 2) rne bank is a public body corporate anj 15 

constituted as an instrumentality of the stdte exercisin~ 

.-JUtd IC clOd <?<~:o..:.-nti-;Jl gv'llernmental function.-... Th~ exerr:ise t")y 

thL )~nk of th~ po~ers conferre•1 by [section~ l throu-:h 19] 

.J.hd 11 be consi\Jeroa an c!:.<:.ential -.jover-nmot:>nLll functaon of 

the: ·,.tdt~ .. 

NE.;:!_,?E:f!l!!~.!. S.:~c t ion '). Lendino ~nd borrowing p~~ers 

·~er1-erally -- Joans to gove,..nmentd1 un1ts.o. (t) ThP tMI"k., for 

the purpos~s authoriLed by [sect~ons l thrOUJh 19], may lend 

ln<Jn~y to ~jvvernm{;:!nt..J1 units through the purchase hy t.he bank 

of muntctpdl ~ecurities of governmental units in ful1y 

marketc-tble form. The bank may purchase or hold municipdl 

securitieo;:; of ]'JVernmE'ntal units at the pnce and tn the 

manner thit the ban~ considers advis~b1e and ~ay se11 

fTM.mi ... i~JI ~.:::cur-ities dcquired or held tJy it ·Jt dO)' p,.-ice 

-:.- _j,D 476 
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withaut. r·_•lation t? cost and in the manner that the Dank 

conside,.-~ -idvis3ble. The bdnk., fu,.- the purpasds author i z.ed 

by (section:> through 19)• may issue its bJnds and notes 

~ayable solPly from th~ ,.-evenuES or funds therefor available 

to the bank and mav othe,.-wise assist qovernm~nt~l 

provided in (s~ctions l t.hrough lq]• All expenses 

units as 

incur,.-ed 

10 carry1ng out th~ ~urposes of [sections 1 through 19] are 

payabl~ solely f,.-o,ll revenues or accounts provided under 

(sectjons l through 19]., and nothinq in (sections 1 through 

l9] may be construed to authori~e the bank to incur any 

indebtedness o,.- iidbility on behalf of or pa(able hy thP 

stet e. 

( £) ln connection with any loan to 2 governm-.nt.al 

un1t., the D-3nk sr1all: 

(a) fix ~nd prescribe the fo,.-m of appl ic.:'ltion or 

procedure to be required of thf'>- governmental unit for the 

pu,.-pus~ of any I•Jan or the I)Urchase- of its municip~l 

securities and fi~ the terms and condition~ uf thP lo0n or 

purchase and ent~r into agreements with thF"~ governmentdl 

unit wath resp~ct to the loan or pur-chdse; 

(b) c.ons1der the need• de;, arabi1 ity., or ~1 igib1l1ty of 

each loan., tt•e ab1l1ty of the gove,.-nmenta1 unit to secure 

oorruwQd money from othPr sources ~n~ the costs thereof And 

the ~Jrticular r-'ubl1c imp,.-ovement o,.- pu,.-pose to be financed 

by tr1e municiodl securities to be pu,.-chased by the bdnK; and 

-&- sa 476 
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(c J fix dnd estaolish each term and rrovision with 

respect to the purchase of municioa1 securitleS by the bank~ 

including dat~s and maturities of the bonds 9 provision~ dS 

to r€~emption or payment prior to maturity~ and dny othPr 

matters thdt in connection therewith ar~ necessdry, 

desirable, or ddvisable in the judgment of the bank. 

~£~-~f~~~~ Section 6· Powers of th~ b~nk. ( 1 J The 

bank has the powers qranted to the board of housinc~ under 

subsections (lJ• (2) 9 (4)• (5), (7)• (8)., (l.O)t ( 16). and 

(19) of 90-6-104• and those provisions apply to [sections 1 

throu~h 19]. 

( 2 J 

(d) 

ln addition, 

r.o mak~ and 

the bank has the following powers: 

enforce bylaws and rules for the 

conduct of its cJffdlr~ and business ana for u~e of its 

services and facil itie~; 

(b) to borrow money; to issue its negoti-tble bJnd~ or 

note:,; to provice for and secure the payment thereof -;n~_j t.o 

provide tor the rights of thf> holdt>rs thereof; ann to 

purchasey hold• c.nd di">p05e of any of ats bonds or not.'2Si 

(C) to invest any funds or money of th~ bdnk not th~·n 

requ1red for loan to governmental un1ts and for the ~urch~Sf> 

of munici~al secur1tie5 in tn~ mann~r ~rovided in Titl~ 17. 

Chdpter b, eJ<cept as otherwise permitted or provideti Dy 

(sections 1 through 19] .. All investment income from dCcounts 

of the bank less thP cost for 1nvestment as prescrib~d by 
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l.'lW Sholl be depos.ited in th~ bond bdnk Jccount frorr ..;hic.l"l 

derived. 

( dJ to procore •nsurancP ~9dinst ~ny 1 OS~~ S 1n 

coun-ection with its 1---'rO;>erty .. opc-r,:>tions, or .lssets i11 suc"l 

amounts dnd from such tnsurers es at con~iders rlesirdbJe; 

c~J toconsent.to the c~xt..:-nt permitt"·d uner l t; 

contrdcts ~ith the holders of bonds or notes of the o.~nk~ to 

any ~ouificdti~n wtth re~pect tn r0te of int~r~st. ttm~~ ~nc 

payment of ·:my installment of ,.;rincipc:d or int--r<~st, 

securityy or any oth~r term of bond or not"?~ contr-"!ct, Jr 

aoreement of cmy kind to which the- bank IS •" p.-irty; :t:'l·j 

f f J to do a 11 .;Jets and thinq::. Oi:"Cf>SSdr'/'t CVrtVP.'11l::Oty 

or ~~sirable to L3rry out the powers ex~ressly ?rant~~ or 

nec~t>ssdrtly implied 10 [~i?CtiOn'> 1 tnrou_,h 191• 

UE~-2~~!lU~~ S0ction 7. Prohi~ited 

limitation of ~owers. (l) Under [s~ction~ 

bank mdy not: 

.:.cts and 

U1ro.Jqh 1 q I tn~-

(d) IJl,Jke loans of money to any person. fir~-, or 

corporation othor than a ~overnm9nt~1 unit or .·urch~s0 

securiti.~s issu~d h~ ~nv person, tirmy or corprJration oth!r 

than d ~overnmPntll un 1 t or for investm8nt .. ex{P~t "' 
yrovided in (s~cLions 1 throu~h 19J; 

( bJ e1'11t oills of credit or acc""pt dep~1sits. of 'llon~y 

for tim~ or ~emdnd deoosit or artminiiter a trtJSt or enya~P 

in any form or manner tn or in the conrtuct of .::~ny pr1v:1te c}r 
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commer-cial banking business or uct as d s~vings bank ~r 

~avlnqs and lodn association; or 

(cJ ue or constitute a b~nk or trust company within 

t.h.~ jurisdictton or under th~ contrnl of t.he :Je;Jartment of 

business regul~tion or the comptroller of the curr~ncy of 

th'? Un11:~d 'Stdt.es or the department of the tre3Sur-y. 

(2) i'lothi n'J contained ln [~ections 1 throuqh 1~1 mdy 

be construed to authoriz~ the Dank to be or to constitute ~ 

~eJl~r i11 securttias within the medning of or subject to any 

o,ecur"it.ics law, securities exch~n~e ldw• or secur it i~s 

~eJlers la~ of the United St3tes or of this st~te or- of any 

othPr stdt~ ur juri,diction, do~estic or foreign. 

~b.!!-~§.~.IT:~~!. Sec-r:ion H. Cl.onds and no-.:es of th-e b<snk. 

(11 Th._; bank may, from t1me to time. iso;ue its bond:; in such 

5Jrtn1:io<'~l ,:.mounts as it cons1ders necessary to provi'Je funds 

for dny purposes authorized by [sections throu:.:h lq]t 

includtng the ~akinq of I o.;ms; the payment, fun~ingt or 

refunding of the principal of or i.nt;:.or~st or r etj emption 

tJrem1ums on dO'p' bonds issued by 1t, whether the 00ncts o..­

int~rest to De fundeO or refunded hove or hdv~ not bec0me 

due or subject to r~~emption prior to maturity in acc0rdance 

with their terms; the estobl ishment or increas.f" of reserve'i 

to secure or to tJdi th2 bonds or interest tt".-ar-.~on; and all 

othPr costs or expen~es of th~ h~nk incident to and 

nec~s~~ry or convenient to c~rrw out its purpos~s and 
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powprs. 

( 2 J The bcmk may 1 ssue its notes for any corporate 

pu~pos~ of the bdn~ f~om t1me to time, in such principal 

amounts as it con5iders necess3ry and rengw or pay and 

retire or r~fund such notes from tne proceeds of bonds or of 

othe-r notes or from an1 other funds or money of the bank 

availaole or to be made avail~ble for such purpose in 

accordance wath dny contract between th~ bank and tht"' 

holders of the notes and not otherwise plP.dged. 

{3) The bank shalJ 1ssue, secure, and purchase its 

bonds, notP.s., and refundinq obligations in the m.::>nner 

provided tn subsection~ {l} and (4) ot 90-6-lll, ~O-b-tl2 

thr-ou~;h 90-6-lld, qo-b-1.21• and 90-6-122, anu the provisions 

of tho5e s~ction::. apply to bonds and notes i ssueu under 

[sections through l9]. However, the bank may not pledge 

revenue, assets, property, or income of th~ board acquired 

under Title 90, chopter 6, part l• to secure the payment of 

the notes or bonds. 

~~~-~.S£!!Q!:L~ Section 9. Credit of ~t.at.e not- pl.-:-dged. 

Ut>li·jations issued under th~ provisions of [ sections l 

through 19] cta not constitute a debt or 1 iabil ity or 

oblt.Jation or a pl-Pdqe of the faith and cr€-dit. of the ~tat~ 

but are ~ay~b1~ ~olely from the revPnues or assets of the 

bodr~. ~n obli~ation ISSued under [s~ctions l throu;Jh 19] 

o;.h.:lll contain ~n the fan~ thereof a statement to the effect 
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th<'~t the state of Montana is not 1 iable on the ohl j,;~,)tion 

an~ the obli~atton is not cl debt of the state .1~d the faith 

and credit and the tdxing power of tn~ ~tate are not pledged 

to thP payment of the p.- incipal of or thE.' interest un th~ 

obI i 1aLi on. 

~_j~~!l~~~ Section 10. To..:: exe-motion of ,}QOdS• 

9ond 3, notes, or ot_her ol: I i;]ati ons issued by th~ ~ank under 

[sections 1 throuqh 19] and their 1ncome (lncluntng any 

prof1ts mdde on th~ir sale) are fre~ from t~xat1on ~y th~ 

statd or any pJlJtlcal subdivision or other in"S.trument--d ity 

and gift t.,.,xes. of tl1:= state• except. inhPritance, estate, 

The ~ank is not requared to pay recordan~ or transfer 

or tc=Jxes on instr-uments recordeO by it.. 

fees 

NE~-2~~!19~~ Sect1on ll. Pledge of th€ state .. In 

dCCorddnce with the constitutions of the Unitea State~ and 

the state of Montana~ the state pledges thdt it will not in 

any ~ay impa1r the obligations of any 39reement between thP 

bank und the holder=:. of notes <3nd bonds i s.sued by t_he bank• 

including but not limited to an agreement to .:~dmi.ni.st~r .'! 

loon proqrarn f1nanced oy the is.c;.uance of ~)onds and to ._:.mploy 

a staff suffic1ent and competent fvr tnis purp~se. 

~f~_2.E.fliO~..!. Section 12. Res~rve fund. The bank shall 

est alii ish dnd maintain a reserve account call~d the 

mun1cipal bond bank reserve account in the manner providerl 

in ~0-6-107(2)• 90-6-119~ and 90-6-120. and the provisions 
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of those sections <1p~ty to the rest:-r ... e ac.count and th-' us•.-' 

~f revenues under (section~ 1 through Jqj. 

!'!f!'_2.SU.E!!:i_. 
(l) The bank sha11 

S2c t ion 1 3. OOnd ~dn'< 

€~tablish and m~Jnt,ljn an 

findnce JCt.uunt. 

dccount in th.:. 

bond proceeds dnd insurance clearanca funj providE_ fc,r i~ 

17-2-Hl2(6)~ c,~lled the bond ~~mk fina;1ce CKCO'JOt or r•n..:tnCf! 

<:::~ccount~ that cons:tst.s of and 11, which t.h<':'r€' ?Jrc c1e.Jsit~:.::: 

(d) fees recPivAd or charges made ty th: bank f~r tJS·· 

of its servi~es or factlittes; 

{D) any monPy th~t the bank trdnsfers th~retu tr0:1 th.• 

re~erv~ 3CCounc pursuant to [sect1vn 12]; 

(C) money received by the bank as.: 

(i) payments of prlnCtpal of or 1nterf'st on munici~·-11 

s~cur1t1es purcnuse~ ~y the bdnk; 

{ii) proceeds of .:;al~ of any mun1cipdl <:oecuriti'"'"" vr 

i.nv~;»tment obh.qations of the b.3nk; or 

(iii) proceeds of sale of bonds or not'"':. ~f the bdnl<; 

dnd 

(d) money r~quired~ under the ter1ns of '"' resulutio~ 

of the bdnK or contract with th€ holders of 1 ts bonds or 

not~s. to ~e deposited therein; and 

(~) any mon~y tran~ferred thereto by the st.1te from 

any other f i nd11ce account or made ..:Jvai 1 dbl e for the r1urp0s<:> 

of the fjnanc~ account or for the oper~ting e~pensps ~f thP 

bank • 
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( < l Any money in the finance account mdy• '5ubject. to 

any contracts oetween the bank and it'5 oondholrler'5 or 

notf?rlOiders. be tror.-s.f~rred to the reserve account or, if 

not. so transferrl;!d, must he US•b.1 for tt,e p·1yment of t.ho:­

~r•nc ipF~1 of or int-:>rest. on oond-s. ;Jr notes of the bank wh~n 

t.h>o: orincapcil or intC"rest becomes due and p<'~yable, wh('th~r 

at maturitt or u~on re~e~ptiont including payment of any 

~r·~ID1un1 upon reoemption prior to ~~turity. Any money in ttl~ 

fin:WC2 .Jccount may be u~ed forth..; purcho~e of municipcil 

<:.~!Curit_i<!S dnd fvr dil Oth.:::r rurpuseS Of thP t"~<Jnk., inclucJing 

p~ym:nt ~f 1tS op~rating expens~s. 

Pl No J~0unt may be paid or Pxpended out ~f th? 

ti~ance 3CCOunt or from .3n1 subaccount tt1ere~n, which 

.:;~c::ount the LJar.k mdy e5tdb1 i::.h for the purpose of payment of 

1ts Jperat1ng expenses, for operating expens~s nf the bank 

1 n any 1ear tn excess of th~ omount provided for thf' 

vp,!rdtlnJ ~~xp-2nses of the bank by the ..-1nnual t1udget th.~n '" 

effect with re~p~ct to such year or any amendment thereof an 

eff2ct at the t1m~~ ."Jf sucn payment or expend1tur.; for 

oparJttn~ ~xpenses. 

(4) The bank may at any time use any availablP mon0y 

1n tne f~nonc~ .,:.ccount f'Jr thA purctt;Jo;;.e of it<;. bonds or 

nur_,-.~ or f.;r t.hc ri:!demption thereof, ana any su<.h bonds 

~Jurch<1:.~·.J tor r••tire.11.=.nt are thereupon cancele.:l. 

( 5) fhe oank mdy e~tab1 ish in the finance account such 
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sub~ccounts or special accounts which in the opinion of 

bank ore- necessdry. desirable., or convenie-nt for 

purposes of th~ bank under (sections L throu~h L9] • 

the 

the 

~5~-~tfllQ~~ Section L4• AdQi tional reserv~s and 

fundc,. Th~ b3nk ~dY ~stabltsh any ddditional and further 

reserv~s or other dCcounts that are necessary, ~esjrablP 9 or 

convenient to further the dCComp1i~hment of th~ purpcs~s of 

the bdnk or to co~~ly with the provisions of any a~reement 

,ndde ~}y or ..:~ny resolution of the b<Jnk. 

~~~-~£~!!2~~ Section l5. Bonds dS legal tnvestMents 

ana securaty. Notwithstandinq any restrictions contdined in 

dny othtr l a,.., the statf'O' and dll public officers,. 

'-jJV~rnmo?ntal units. ~nu a~encies thereof (including the 

boari !)f investmo?nt.s); all nati ond 1 bankin~ associations, 

state oanks 9 trust companies~ o;a\i' in-jS banks and 

,nstitutanns, building and loan assocaations., savin~s and 

lodn a~ioCidtionsr investment companies, and other pc::'.:rsons 

carrting on a bdnkang busine5s; all 

lnsur.:tnc.g dS.SvCidtions,. ctnd oth-2r 

insurance compantes, 

~Ersons carryinq on an 

tnsurance ausi~es~i dnd a11 ex·.:cutors,. administrdtorsr 

,;uarJi.:,o~• tr:...~steo!Sr and othpr fiduciaries rnay 1egd11y 

1nv~~t ~ny sinkin~ funds, money,. or other funds belonqiny to 

thPm or within th<21r C-:)ntroJ in any bonds. or notes issu(>.j Dy 

tr.-:' bdr.k pur~u ... mt to (sections 1 through 19], ·~nd the hond.s 

or not~s ~re authorized security for an1 dnd all public 

-14- sr. 4 7f.:. 



2 

3 

4 

5 

6 

7 

8 

9 

lO 

11 

12 

ll 

14 

15 

16 

17 

18 

19 

20 

2l 

22 

23 

24 

25 

SB 04 76/02 

deposits. 

~-~{~TID~~ Section 16. Exempt1on of property from 

execution sale-- period of limitdtion. (1) All property of 

the bank i~ exempt from levy dnd sale Oy virtue of an 

execution, no ~xecution or other judicjdl process may issup 

against the property, and no judgment against the ban~ may 

be d char~e or l1en upon 1ts property; nowev~r, nothinq 

contained 1n [secttons 1 through 19) applies to or limits 

thl:! rights of t.he hoi der of any bonds or notes to pursu-2' any 

remedy for the enforcement of any pled~e or laen givPn by 

the bank on 1t~ revenue~ or other money. 

( 2) Any ~ction or proceeding in any court to set ~side 

d resolution authori~ing the issuance of t.onos or notes by 

th~ bank und~r [s2ction5 1 throuqh 19) or to ohtain any 

relief upon the ground ttlat the re~olution is invalid mu~t 

b<:! commencei.J within 30 days after the adoption of th~ 

resolution by the oank. After the expiration of the w:-riorJ 

of limitation .. no riqht of dCtion or oefPnSe founded uoon 

the invalidity of the resolution or an~ of its provisions 

mdy be asserted and the validity of th~ r~solution or dny of 

its proviSions 

ground what~ver. 

is not open to question in an; court on any 

~~~ SEC!IO~~ Section 11. Purchase or ~~XC hc-309-o! of 

municipal securit.i<:~· ll) Notwithstdnding any ldw applicable 

to or constituting clOY limi.tallon on the m.:~ximum rot"e of 
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interest per ye.Jr payable on bonds or notes or to dnnu~l 

tnterest cost to maturtty of money borrowl?d or re<:eivf"d upon 

assuance of bonds or not.as, every ·;,overnment.Jl unit !C. 

authorazed to contraLt to pay 1nterest on or an 1nt0rP~t 

cost per year for money borrowed from the bank dnd ~vid•..,nce--:1 

by its muntcapal securiti~s purchase~ by the b~nk wtthnut 

regard to any St.dtutor~ limitations as to r·~te of l~t~rest 

per year 

of money 

pay.)b1e or as to annual i nt~rest cost to 111aturity 

bor,- owed by the govPrnmental unit• _very 

yovc-rnment"'l unit as authorized to contract ~odth tJ-,: Dt=~nk 

with re'i~ect to the lodn or purcha~e, and the contr"".:.t stt:OJ1l 

contain the terms .;~n;J conditions of such lo.3n or purc!t..Js<-:·. 

Every governmental unit •~ ~uthorizeo to pdy fe~s dnrl 

charyes requir~d to oe paia to the bank for its servtces. 

( 2) t...otwlthst<lndin.:J any la,.. avpltc-ible to or 

constitutinq any limitation on the 'iale of tnntjs or notes, 

except the limttat&on on amount of bond~d inOebt~dn~ss. any 

::fOV~rnment.cl unit may sell bonds or notes to th~ bank 

wi.thvut limitatton as to denomi.n.ation dnc1 the oonds or nott>S 

~ay oe fully ~~g1stered or registerable QS to princip~l only 

o~ in bearer form or may bedr jnte~est at the rate or r-ltes 9 

all 10 dCcordance with this section. may be evidenceu in thf" 

manner ~nd may contaan other provisions not inconsa~tent 

herewith, ~nd may be sold to the bank without ddvertiSPment 

at the price or prices as may be d~termined• all as ~rJVlder 
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in the proceedings of the qoverniny body of the gover-nmentdl 

un1t pur~u~nt to which the bonds or notes are dUthorized to 

b~ iS5Ued. The governinq body of the governmental untt may 

:JrOYLde for the exchange of coupon bondc, for- fully 

reyi""t~red oond~ <lnd of fully regisU•red bonds for coupon 

bond~ dnd for the exchange of any such bonds after iSS.UdnCe 

for nonds of larger or smaller denomination~~ all in th~ 

manner provided lO the proceedings authoriLing their 

1 ss.uance t providerl the hands in chc:~nged form or 

(Jenominations dre exchanged for thG- surrendered bonds in th~ 

:. J•n~'"~ aggr e'=J3 te pr inc i p..t 1 amounts dnd in such md nner t h-::1 t no 

ov~_·rl appin~ interest is. paid and the bonds ifJ chdn']ed form 

or denominations bear interest at ~he sam~ rat~ or rat~s and 

mdture on tM~ same ddte or dates as the bonds for wh~ch th~y 

dr<:: eJ(Chdn'Jed .. If any exchange as made under this 

-;ut.sec t 1 on. the uond s sur rendered J y the ho 1 d~r s at th>2 time 

of the tXC~~nJP shall 

only at th2 reyu~st of 

be canc~led. Th~ exchange may be made 

the holders of the bonds to be 

".urr~ndPred. The governmental unit m~y requin~ all expt?nses 

.1.ncurrEd in connection l<l'i.tn the exchange to be raid by the 

holders. In case dny of the officers whose s1qnatures dppedr 

on th~ bonos or coupons czas~ tote offlcer5 befor~ th~ 

'JeliYo:-l'y of th·~ bonds.., the si:~natures shall he Vcdid or 

~uffiCI<?nt for all purposes~ the same as 1 f th,! y hdr1 

re.n.Jtned in offi.(.e. 
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~E~-2£kiiO~~ Section 18. Purchase of ant i.e i~at ion 

notes. Th~ bank may purchase notes of any gov2rnmental unit 

issued in anticipation of the ~ale of municipdl securities 

an an amount not exceeding at any one time outstanding the 

authorized amount of the municipal securities. The issue and 

sale of the anticipation notes must be 10 accordance with 

t~ laws applying to the governmental unit issuing such 

notes. In connection with any purchase of anticipation 

notes., the Dank mdy by agreeiT'.ent with the governmental unit 

impose the terms, conditions• and 1 imitations that in its 

opinion are proper in the circumstances and for the purposes 

and securtty of tne bank and the holders of its bonds or 

notesi and the bank shdl ~ thereupon enforce all the rights,. 

rem~die~. 3nd provasaons of law that it has unjer this 

section o~ as ~therwis~ ~rovided by law. 

NE!!, SEC!IU!!~ Section 19. AppltC<Jtion of money. Money 

or investments in any account e;.f the bank ~c;.tablished or 

hel~ for any b~nds• note~. irldebtedness. o~ lidbility to be 

~aid, f~ndeJ, ~r refunded by issuance of Donds ~r notes 

snall., unlec.s the r<:"solution authorizing the l'oncts or notes 

provides otherwise, be applied to the payment or retirement 

of the bonds, notes. indebtedness. or liability and to no 

other pu~pcse. !n the event that there is in any account 

any mon~y in excess of the amount required for the payment, 

funJing, or refundtn~ of the bonds., the mon~y may be removed 
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from the account but only to the extent_ th<lt the! mon''?Y or 

inve~tments thereafter remdining in the accoun[ are not less 

than the outstonding bonds, notes, indet)tedn~s.s, or 

liability of the bank to be paid, funded, or refunded and 

for whtch the dCCount was establishea or helj. 

Section zo. Section l7-6-LQ3, : .. cA .. is amended t.o read: 

''17-6-103. Security for <lepos.its of {Jubl1c funtJs. Thl':' 

followin~ kinds ~f 5ecurities may be pledged or guardntees 

may be issued to s~cure deposits of public funds: 

(1) direct onligations of the Jnited ~tates; 

(21 securities as to which the payment of 

dOd interest is gudranteed by the United States; 

principdl 

Pl securjt.ies j ssued or fully quar~nteed by the 

followi.n''1 agencies of the United States or thPir successors .. 

whether or not guaranteed by the United Stdtes: 

(a) commod1ty credit corporation; 

(b) federal intermediate credit banks; 

(c) f~deral land bank; 

(d) bank for cooperat.ivPs.; 

{<d fec1eral home loan banks; 

(f) feoeral national mortgage association; 

government nutional mortyage a5soci.~tioni 

smdll business admjnistration; and 

federal housing administration; 

(g) 

(h) 

(I) 

(4) genera1 obligation bonds of the stat-~ or of nny 
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county. city, school distr1ct,. or other polltic_~l 

suhdavision of the ~tate; 

(5) f"I-O'venue bonels of any county, city• or (Jt.h.o.r 

r:)1itlca1 subdivislon of the stat~• when back~d by the full 

faitn ano credtt of ~uch subdivision or whEn th~ revPnu·O!S 

pl edyed to th_e pdyment of the bonds are derived frorn a wa<t:..er 

or sew~..- system dod t.he issuer h6s covendnted tr:> P<:>t Jbl i st­

dnd mdjntain rates dOd charges for ~he system ~n an ~moun~ 

~ufficaent to produce revenues t=>qual to at least 125-.. of th·• 

average annual principal dnd interest due on all honds 

payable for such r?venu?s during the outstandinq ter~ of 

s.uch oonds; 

( 6) &nterest-bearing warrants of the st~te or ~f ~ny 

county, city, sehoul district, or othe,-- pol iticdl 

5ul..:davision of the state issued in evidence ot c1di:ns in ~n 

amount which., with all other claims on the same fundt do not 

exceed the amount v~l idly dptJropriated 1n the curn:mt Qudqet 

fer exp~ndtture from the fund in the yP-ar 10 which tnPy ore 

issuedi 

(1) '.Jbli'::Jation~ of housin-;: authorities of the stat~ 

secured by a pledqe of annual contributions or by a lo,m 

a.:_oreement 1'1ade by the Unit~d St.:>tes or any rJqency thereof 

pruvid1ng for contributions. or a 1-Jan suffictent witJl oth~r 

funds pledged to ~at the- principal of and interest on th~! 

obli~ations whdn due. Subject to rules pre~cri~Pd by thP 
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aev,OJrtment of community dffairs. the bonds an·_; other 

ohliqation~ .-uade eligible for investment in 3.2-1-424(3) and 

7-!5-45~5 may be used as security for all deposits of publiC 

funds or obligations for which oepository bonds or any kind 

of bonds or other s~curities are required or mdy by law u~ 

deposited a~ Sdcur,ty. 

( 8) yener al obligation bonds of other stat~s and of 

municipatities~ counties, and school 

states; 

districts of other 

(9) unJertakln~ or guardntees issued by a surety 

compdn( author,zed to do business in thP state; 

( ~~ l first mort3ages and tru~t indentures on real 

property. The oepository sha 11, on a qunrter-ly b 15 i 5' 

certify to tho> stat~ treasut"er thdt suffic ien-r. fir 'it. 

.nort-1aqe~ and trust indenturi'O's on real property are 

avdilaote dnd ~eyregated to secure ~epos1ts of public funds. 

The budrd of invPstments shatl determ1ne thP. amount of 

1.3 security TP.quireu. 

n ( Ill ~onds issued pursuant to Title 7, cha~t~r lZt 

~a ~arts 21 6nd 41; 

21 (lZ) bonds tssued pursudnt to Tttle QQ, chapter 6t part 

22 I; 

i3 ( 11) T"''I€.1U~ Uonds issued by any unit of the univ .. ~rsity 

24 s.ystem of "t.he st.Jt~ of ~ontdna; a.,<!"!! 

h ( l4) advance refunded bonds secured by direct. 
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obliqations of the United States treasury held in 

irrevoc3ble escrow•i_~Q 

i!21~QDQ~-l~~Y~2-RY£~~~nl-1Q_[~g£1iQn~ __ l_!UL2~~n_!~" 

Sectton 21. Codification instruction. Section 4 is 

intende.j to be codified as an integral part of Tit.l~ 2., 

chdpter 15t part lU, and the provisions of Title z, chapter 

15, dpply to s~·ction 4• However., if ___ Eil1 No. ___ (LC 13'50) 

as passed ana 3pproved., section 4 i.s intended to be codified 

1n Title z, ch1pter 15, part 16. 

Section 22. Severability. If a part of this act is 

1nval idt .all valid parts that are severable from the invalid 

part remain in effect. If a part of this act ts invalid '" 
one or more of its applications., the part remains in effect. 

in dll ~alid applications that are sev~rable from the 

invalid applicdtions. 

-End-
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