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INTRODUCED BY __

A BILL FOR AN ACT ENTITLED: "AN ACT 70 PROVIDE FOR
CONSOLIDATED FINANCING OF LOCAL PUBLIC EXPENDITURES BY
AUTHORIZING YTHE BOARD OF INVESTMENTS TO LEND MOMEY TO
MUNICIPALITIES OR OTHER PUBLIC BODIES THROUGH THE PURCHASE
OF THEIR SECURITIES BY THE BOARD; TO AUTHORTIIE THE BOARD TO
RALISE MONEY FOR SUCH LOANS BY TISSUING ITS OWN BONOS AND

MOTES PAYABLE OUT OF LOAN REPAYMENTS.®

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

Section 1« Short title. {Tnis act] shall be known and
may be cited as the "Municipal Finance Conscolidation Act of
1983%,

Section 2. Policy and purposes {1) It is the policy of
the state of Montana to:

(a) foster and promotes Dy all reasonable meanss the
provision of efficient capital markets and facilities for
borrowing money by countiesy citiesy townss schoci
districtss special taxing districtse and other public bodies
to pay for capital laprovements and other nesds as otherwlse
authorized by Yaw; and

{(b) reduces to the extent possible, costs of local

public indebtedness to taxpayers and residents by affording
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public bodies an appropriate degree of flexibility and
cholce in the marketing of their debt securities so as to
mininize marketing costs and interest rates.

(2) It is the purpose of [this act] to promote the
policies stated in subsection (1) by:

{a) creating a means for public bodies to pooly in
effecty the debt Instruments they are otherwise authorized
to offer for sale to the investment community In order to
obtain economies of scale and reduce marketing and interest
costs; and

{b} providing additional security for the payment of
bonds and notes held by invastors and thereby further
reducing Interest Costs.

Section 3« Liberal constructions [This act] and the
powers granted in [this act] must be 1iberally construed to
effectuate the poelicies and purposes stated in [this act].

Section &4« Definitionss As used in [this act]e the
following definitions apply:

{1) *"RBoard”® means the board of investments created in
2-15-1005.

(2) =Department™ means the departaent of c<commerce
created in 2-15~1801.

{3} “Local government unit™ means any municipal
corporation or political subdivision of the statey including

without VTimitation any citys towns countys school districte
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or other special taxing districte

(%) "Reserve fund® means the municipal finance
consol idation act reserve fund created in {section 21)«

Section 5. Board of jnvestments to implement. The
board of investwents may make and enforce orderssy rulasy and
bylaws that are necassary or desirable for the
implementation of [this act).

Section 6. Bondse bond anticipation notesy and notes
of the board. (1) The board may by raesolutions from time to
timey issus negotiable notes and bonds to finance loans or
refinance its Joans to Yocal qgovernment units and Its
purchases of their bonds and notesy to .establish or
replenish reserves securing the payment of its bonds and
noteses and to finance all other expenditures of the board
incident to and necessary or convenient to carry out {this
actle

{2) The board may by resolutiony from time to time:

{a) issue notes to renaw notes and bonds to pay notes,
including interest;

{b) whenever it considers refunding expedienty refund
any bonds by the issuance of new bondse whether thae bonds to
be refunded have or have not matured; and

{c} issue bonds partly to resfund bonds outstanding and
partly for any of its other purposese.

{3) The board may by resolutions from time to timey in
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anticipation of the sale of its securities under this
chaptery issue temporary notes and ranewal notes.

{4) Except as otherwise exprussly provided by
resolution of the boards every lIssue of its notes and bonds
shall be an obligation of the board paysble out of any
revenuess assetsy or money of tha boards Subject only to
agreements with the holders of particular notes or bonds
pledging particular revenues, assatss of monéy.

(5) The notes and bonds must be authorized by
resolutions of the boardy shall bear = datey and shall
mature at times as the resolutions provide. The bonds may
be issued as serial! bonds payable in annual installments or
as term bonds or as a combination thareofe. The potes and
bonds shall bear Interest at a rate or rates; be In
denominations; be in a formy either coupon or fegistered;
carry registration privileges; be axscuted in a mamer; be
payable in a medium of payments at places inside or outside
the state; and be subject to terms of redemption as provided
in resolutions of the boarde The notes and bonds of the
board may ba sold at public or private sale at such pricess
which may be above or balow pars as are deterained by the
boarde '

Section 7« Participation voluntary. Use of the
financing mechanism created by [this act] is entirely

voluntarys and no local government unit may be required to

q.
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sell its bondss bond anticipation notesy or notes to the
boarde

Section 8. Limitations on amountss The board may not:

(1) make any Jloans to or purchase the bonds or notes
of any single 1ocal government unit in an amount Jgreater
than $1504000 per single loans bond issues or notej or

{2) issue any bonds or notes that cause the total
outstanding indebtedness of the board under [this act)
(except for bonds or notes issued to fuad or refund other
outstanding bonds or notes) to exceed $10 milllione

Section 9« Purchase of anticipation notes.
Notwithstanding any other provision of Jlaws a Tlocal
government unlt may issue and the board aay purchase notes
in anticipation of an otherwise authorized sale of municipal
securitiess In connection with any purchase of anticipation
notess the board may by agreement with the 1ocal goverament
unit impose termss conditionss and Vimitations that in the
board*'s opinion are proper under the circumstances and for
the purposes and saecurity of the board and the holders of
its bonds or notes.

Sectlion 1C0. Refunding obligationse (1) The board may
provide for the issuance of refunding obligatiaons for
refunding any obligations <then outstanding that have been
issued under [this actls Including the payment of any

rademption premium and any interest accrued to or to acerue
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to the date of redemption of the obltigations. Tha issuance
of obligationsy the maturlities and other detailss the rights
of tha holderss and the rightsy duties, and obligations of
the board are governed by the appropriate provisions of
fthis act} that relate to the issuance of obligationse

{2) Refunding obligations issued as provided in
subsection {1) may be sold or exchanged for outstanding
obligations issued under {this - actle The proceads of
refunding obligations may be applled to the purchases
redemptions or payment of outstanding obligations. Pending
the application of the proceeds of refunding obligationsy
with other available fundss to the payment of principals
accrued Interesty and any redemption premium on the
obligations being refunded ande if permitted in the
resolution authorizing the issuance of the refunding
cbligations or in the trust agreesent securing thems to the
payment of Interest on refunding obligations and expenses in
connection with refundings the proceeds of refunding
obligations may be invasted as provided in Title 17y chapter
be

Section 11. Additional powers of the bpoards In
addition to all other powers confarred on the board by [this
act] or any other laws the board has the power:

{1) to purchase or hald municipal bonds e bond

anticipation notesy or notes at prices and in a mamner the

el



™

o e~ W P wN

21
22
23
24
25

LC C4T74/01

board considers advisables

(2} to sell municipal bondss bond anticipation notase
or notes acquired or held by it at prices without relation
to cost and in a manner the board considars advisable;

{3) to invest funds or mohey acquired by the board as

provided in [section 23};

{#) to prescribe the form of application or procedurse’

requirad of a local governmsent unit for a Joan or purchase
of its municipat bondss bond anticipation notesy or notes;
fix the terms and conditions ©of the 10an or purchase; and
enter into agreements with Tlocal government units with
respect to loans or purchases;

{5) to render services to local government units in
connection with public or private sales of their smunicipal
bondsy bond anticlipation notess or notes that are eligibile
for purchase by the board under [this act}y including
advisory and other servicess and charge the local government
units for such services;

{6) to charge for its costs and services Iin reviewing
or acting upon a proposed loan to a local government unit or
a proposed purchase by the board of sunicipal bondss bond
anticipation notess or notes of the local government unit,
whether or not the loan is made or the municipal bondss bond
anticipation notess or notes ara purchased;

{7) to fix and establish tarmsy interest ratessy and

T

w N

~ & W p

o o

10
11
12
i3
14
15
16
17
18
19
20
21
22
23
24
25

LC 0474701

provisions with respect to a purchase of msunicipal bondse
bond anticipation notesy or notes by the boardy inctuding:

{3) the date and wmaturities of the bondse bpond
antlicipation notese or notes;

{(b) provisions as to vedemption or payment before
maturity; and

fc) any other matters judgad by the board to be
necessarysy desirables or advisable for the purchase or loan;

(8) in connection with any Joan to a local government
unit or purchase of municipal bondss bond anticipation
notess or notes of a local government unity to consider:

(a) the lawfulness and validity of the purpose to be
served by the loan or purchase;

(5) the ability of the local gavernsent unit to secure
porrowed money from other sources and the costs thereof]

{c} the ability of the Tocal government unit to repay
the 1oany notes, or bonds;

(d) the priority of need for the particular public
improvement or purpose to be financed; and

{a) varying the terms and conditions of its loans or
purchases as between various 1loca)l governament units in
accordance with their respective priorities and credit
worthiness;

(9} to conduct examinations and hearings and to hear

testimony and take proofs under oath or affirmations at
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public or private hearingse on any mattar saterial to its
information and necessary to carry out {this act]i

{10) to Issue subpoenas requiring the attendance of
Witnesses and the production of books and papers pertinent
to any hearing before the board;

{11) to appointy employs or cContract for the services
of officerss employeasy agentss financial or professional
adviserse and attorneys and to pay such compensation for
thelr services as the board may determineg

{12) to procure insurance against any losses in
connection with its propertys operationsy or assets in such
amounts and from such insurers as it considers desirable;

{13) to the extent permitted under its contracts with
the holders of bonds or notes of the boardy to consent to
modification of tha rate of interests the time for payment
of any installment of principal or Interests or the security
for any other term of a bond, bond anticipation notes notes
contracte or agreement of any kind to which the board is a
party: and

(14) to do all acts and things necessarys convenients
or desirable to carry out the powers expressly granted or
necessarily implied in (this act]e

Section 12. Provisions of bond resolutionsa A
resolution authorizing notes or bonds or any issue thereof

may contain provisions that must be a part of the contract
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or contracts with the holders thereof as tor

{1) pledging 311 or any part of the revenue or funds
of the board to secure the payment of the notes or bonds or
of any issue thereofy subject to existing agreements with
noteholders or bondholders;

(2) the setting aside of reserves for sinking funds in
the possession of trusteesy paying agentsy and other
deposi tor les and the regulation and disposition thereof;

{3) timitations on the purpose for which ghe proceeds
of the sale of notas or bonds may be applied and the pledge
of the proceeds to secure the payment of the notes ar bonds
or of any issue thereof;

(%) limitations on the lssuance of additional notes or
bondsy the terms upon which additional notes or bends ®ay be
issued and secured, and the refunding of outstanding notes
or bonds;

t{5) the procedurey, If anye by which the terms of any
contract with noteholders or bondholdars may be amended or
abrogatedes the amount of notes or bonds the holders of which
must consent theretos and the mapner in which such consent
may be given;

(&) a commitment to employ adequate and competent
personnel at reasonable compensations salariess feess and
charges as may be determined by the board in conjunction

with the department and to maintain suitable facilities and

—10_
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servizes far the purpose of carrying out its programs;

(?) vesting in a trustee such propertys rightss
powerss and duties in trust as the board determines; and

(8} defining the acts or omissions that constltute a
default in the obligations and duties of the board to the
holders of the notes or bonds and providing for the rights
and remadies of the holders of the notes or bonds in the
event of such defaults including as a matter of right the
appointment of a receivere Rights and remedies may not be
inconsistent with the laws of this state and the other
provisions of [this act).

Section 13. Validity of pledge. A pledge by the board
is wvalid and binding from the time the pledge is mades The
revenuesy moneys or property pledged and thereafter received
by the board is immediately subject to the lien of the
pledge without any physical delivery thereof or further acte.
The llen of any pledge is valid and binding against all
parties having claims of any Kind in torty contracte or
otherwise against the boards irrespective of whether such
parties have notice thereof. Nelther the resolution nor any
other instrument by which a pledge Is created need bDe
recordede

Section l4e Nonimpairment by the state. In accordance
with the constitutions of the United States and the state of

Montanay the state pladges that It will not in any way
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impair the obligations of any agreement between the board
and a local government unit or between the board and the
holders of notes and bonds issued by the boardy including
but not limited te an agreement to administer a loan program
financed by the issvance of bonds and to employ a staff
sufficient and competent for this purposes

Saction 15« Trust #ndentures (1) In the discretion of
the boards the bonds or notes of the board may be secured by
a trust indenture between the board and a corporate trusteey
which may be a trust company or bank having the power of ;
trust company {nSide or outside the state. A trust
indenture may contain provisions For protecting and
enforcing bondholders® rights and remedies that are
reasonable and proper and not in violation of laws including
covenants setting fortn the duties of the board in relation
to the exercise of its powers and the custodys safeguardings
and application of all money« The board may provide by a
trust indenture for the payment of the proceeds of the bonds
or notes and the raevenues to the trustes wunder the trust
indenture of another depository and for the method of
disbursement, with safaguards and restrictions it considers
necassaryas

{2Z) A1l expenditures incurred in carrying out a trust
indenture may be treated as part of the general overhead

cost of the boards

-12-
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Section lée Prasumption of validitye. After issuances
al) bonds or notes of tha board are conclusively presumed to
be fully authorized by and issued under all the laws of thisg
state and any person or governmental unit is estopped from
questioning their proper authorizations sales Issuancas
executions or delivery by the board.

Section 1T« Signatures of board membarse If any of the
board members whose slignatures appear on notes or bonds or
coupons cease to be members before the delivary of the notes
or bondsy thelr signatures shall nevertheless be valid and
sufficient for all purposes as if the members had resadined
in office until delivery.

Section 18. Negotiability of bonds or notess
Notwithstanding any other provisions of laws 2 bond or note
issuad under this <chapter is fully negotiable for all
purposas of the Uniform Commercial Codey Title 304 chapters
1 through 99 and a holder or owner of a bond or note or of a
coupon appurtemant to ite by accepting the bondy notey or
coupony is conclusively presumed to have agreed that the
bonde nNotey or coupon s fully nagotiable for all purposes
of tha Uniform Commercial Caode.

section 19. Bonds of notes as legal invastments.
Notwithstanding the restrictions of any other lawy all
bankses trust companiese 5avings banks and institutionss

building and loan assoclationse savings and loan

-} 3
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associ ationss iInvestment companiess and other persons
carrying on a banking ‘businesss all insurance companiesy
insurance associationsy and other persons carrying on an
insurance businessy and all executorse administrators,
guardiansy trustees, and other fiduciaries may legally
invest sinking fundse wmoneys or other funds belonging to
them or within their control in bonds or notes issued under
{this act}e

Section 20. Tax exemption of bonds. Bondse notess or
other obligations issued by the board under [this act]y
thelr transfery and thelr income (including any profits wade
on their sale) are free from taxation by the state or any
political subdivision or other instrumentality of the states
excepting inheritances estates and gift taxess The board is
not required to pay recording or transfer fees or taxes on
instruments recorded by ite

Section 21+ Reserve funda. {1) The board shall
establish and maintain a municipal finance consolidation act
reserve funds to which there shall be deposited or
transferred:

{a) all money appropriated by the legislature for the
purposas of the fund in accordance with the provisions of
subsection (4);

{b) all proceeds of bonds required to be deposited in

tha fund by terms of a contract between the board and its

—L 4~
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bondholders or a resolution of the board with respect to the
proceeds of bonds;

{c) the proceeds of any bond lssue of the state that
is authorized for such purpose;

{d) alt other money appropriated by the leglslature to
tha reserve fund; and

(e) any othar money or funds of the board that it
decides to depoasit in the fund.

(Z) A1l money hedd in the reserve fund shall be used
solely for the payment of the principal of or interest on
the bonds or notes secured in whole or in part by the fund
or the sinking fund payments with respect to the bonds or
notesy the purchase or redemption of the bonds or notesy the
payment of Interest on the bonds or notes, or the payment of
any redemption premium required to be paid when the bonds or
notes are redeemed prior to maturity. Money in the reserve
fund may not be withdrawn at any time in an amount that
reduces the fund to an amount less than the sum of minisum
reserve requirements established in the resolutions or
indentures of the board for ths fund excepts with respect to
bonds or notes secured in whole or in part by the funds for
the purpose of wmaking payment when due of principale
intereste redemption premiumss and sinking fund payments for
the bpayment of which other money pledged is not availablee

(3) Momey in the reserve fund in excess of the

-1 5=
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required reserve may be withdrawn at any time by the board
and transferred to another fund or account of the board
established for purposes of (this act)ly but not to any other
fund or accounte

t4) In order to assure the maintenance of the required
debt service raserve in the reserve fundy the legislature
may appropriata to the board for deposit in the fund the
sumy certified by the chairman of the board to the governor
and to the legislatures that |5 necessary to restore the
fund to an amount equal to the required debt service
reserves Nothing in this subsection creates a debt or
liabllity of the state.

(5) Notwithstanding any provision of Title 17+ chapter
49 the board of investments may land money for deposit to
the reserve fund in an amount equal to any deficiency in the
required debt service reserve. The loans shall be made on
such reasonable teras and conditions as the board considers
proper [and as may be agreed upon between the board and the
board of investments]s including without 1imitation teras
and conditions providing that the loans need not be repaid
until the obligations of the board secured and to be secured
by the reserve fund are no longer cutstandinge

saction 22+ Additional funds and accountse The board
may in its discretion establish additional reserves or other

funds or accounts necessarys desirables or convenient to

-16~
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furthsr the accomplishment of the purposes of [this act]) or
to comply with the provisions of any of [ts agqreemants or
resolutionsa

Section 23+ Investmpent. (1) Unless ctherwise required
by 8 resolution or agreement of the boardy the board wmay
inyest funds coming under its contrel pursuant to [this act]
in the same wmanner as peramittaed for investment of funds
belenging to the state or held by the state treasurere

(2) Funds from several or all accounts may be combined
for investments and any interest earped shall be prorated
and credited to the various contributing accounts on the
basis of the amounts thereof Invested, calculated according
to an average periodic balance or other geperally accepted
accounting principles Such proration must be calculated at
least once a year of upon a specific request made to the
boarde

(3) A1V securities purchased by the board as an
investasent remain In the custody of the state treasurer
until the same are soldy exchangedy retiredy Oor mature and
are paide

Section 24s Credit of state not pledgede Dbligations
issued under the provisions of fthis actl do not constitute
a liability or abligation or a pledge of the faith and
credit of the state but are payable scolely from revenues or

funds of tha board generated or received for purposes of

-1 7~
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{this act)s An obligation issuved under [this act] must
contain on the face thereof a statement to the effect that
the state of Montana is not liable on the obligation and the
obligation is not a debt of the state and neither the faith
and credit nor the taxing power of tha state is pledged to
the payment of the principal of or the interest on the
obligatione

Section 25« 5mle or exchange of municipal securities.
(1) Notwithstanding any law applicable to or constituting
any timitation on the maximum rate of Interest per year
payable on bonds or notes or to annual interest cost Yo
maturity of money borrowea or received upon issuance of
bonds or notess every local government unit is authorized to
contract to pay interest on or an interest cost per year for
money borrowed from the board and evidenced by its municipal
securities purchased by the board without regard to any
statutory timitations as to rate of Interest per year
payable or as to annual interest cost to maturity of money
borrowed by the local government unit. Every local
governaent unit is authorized to contract with the board
With respect to the loan or purchases and the contract sust
contain the terms and conditions of such loan or purchases
Evary local government unit iIs authorized to pay fees and
charges reguired to be paid to the board for its servicesa

{2) Notwithstanding any Taw applicabile to or

-18-
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constituting any limitation on the sale of bonds or notes
except the limitation on amount of bonded indebtednesse any
Tocal government unit may sell bonds or notes to the board
by private negotliated saley without limitation as to
denominations The bonds or notes may be fully registared or
registerable as to principal only or in bearer form or wmay
pear interest at the rate or rataess all in accordance with
this sectione The bonds or notes may be evidenced in the
manner and wmay contain other provisions not incopsistant
with [this act] and may be so0ld to the board without
advertisement at the price or prices as may be determineds
al} as provided in the proceedings of the governing body of
the local government unit pursuant to which the bonds or
notes are authorized to be tssuede The governing body of the
Tocal government unit wmay provide for the exchange of coupon
bands for fully registered bonds and of fully registered
bonds for coupon bonds and for the exchangs of any such
bonds after issuance for bonds of Jlarger or smaller
denomi nationss all in the manner provided in the proceedings
authorizing their issuance. The bonds in changed form or
denominations must be exchanged for the surrandered bonds in
the same aggregate principal amounts and in such manner that
no overlapping interest is paid and the bonds in changed
form or denominations bear Interest at the same rate or

rates and mature on the same date or dates as the bonds for
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which they are exchanged. If any exchange is msade under this
subsectiony the bonds surrendered by the holders at the time
of the exchange must be canceled. The exchange may be made
only at the request of tha holders of the bonds to be
surrendered. The Jlocal government unit may require all
expenses Incurred in connection with the exchange to be paid
by the holderse

Section 26« Care and custody of bonds purchased by the
boarde The board may:

(1) enter into agreements or contracts with a bank,
trust companyy or financial institutions inside or outside
the states as may be necessaryy desirables or coavenient, in
the opinion of tha boards for rendering services in
connection witht

(a) the cares custodys or safekeeping of sunicipal
bonds or other investments held or ownsd by the board
pursuant to [this act]}

{b) the payment or collection of amounts payable as to
principal or intersst; and

{c) the dalivery +to the board of municipal bonds or
other investments purchased by It of sold by it pursuant to
{this act];

t2) pay the cost of those services; and

{3} alsoy In connection u}th-any of the services to be

rendered by a bankey trust companyy or financlial institution

-20~
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as to the custody and safekeeping of its municipal bonds or
investmantsy require sacurity Iin the forms of collateral
bondsy surety agreementsy or security agreaments in such
form and amount ase In the opinlion of the boards is
necessary or desirablee

Section 27« Insurance or gquarantys. The board may
obtains from a department or agency of the United 5States eor
a nongovernmental insurers insurance or guaranty for the
payment or repayment of interest or principals or bothe or
any part of interest or principal on bonds or notes issued
by the board or on municipal bondss bond anticipation notes,
or notes of 1ocal government units purchased or held by the
board.

Section 28. Default in paymente If the board or local
government wunit defaults in the payment of principal or
interest on an issue of notes or bonds after they become
duey ashether a3t mwmaturity or upon call for redemptions and
tha dafault continues for 30 dayse or if the board or 1local
govarnment unit fails or refuses to comply with {this act])
or defaults in an agreement sade with the holders of an
issue of notes or bondsy the holders of 25X of the aggregate
principal amount of the cutstanding notes or bonds of that
issue have the right, upon proper application to a court of
compatent Jurisdictions to have a trustee appointed to

reprasent the holders of those notes or bonds Ffor the
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purposes pravided in [this act].

Section 29« Powars and duties of trustee on defaulte.
{1} A trustee appointed under [section 28] may:

(a) by <clvil action enforce all rights of the
noteholders or bondholderss including the right to require
the board or local government unit to collect ratese
charges+y and other fees and to collect Iinterest and
amortization payments on hends and notes held by them
adequate to carry out S piedge of or an agreement as to the
ratesy chargesy and other fees and of the Interest and
amortization paymentse and to require the board or loca)
govarnment unit to carry out any other agreements with the
holders of the notes or bonds and to perform their duties
under [this act]);

(b) bring a civil action upon the notes or bonds;

{c) by civil action require the board or locatl
government unit to account as if it were the trustee of an
express trust for the holders of the notas or bonds;

(d} by civil action <anjoin anything that may be
unlawful or in violation of the rights of the holders of the
notes or bonds;

{e) declare all the notes or bonds due and payable
ands if 2%l defaults are wmade gouds thens with the consent
of the holders of 25% of the princlipal amount of the

outstanding notes or bondsy annul the declaration and Its
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consequencese

(2) The trustees In addition to the powers stated in
subsection (l)s has 211 the powers necessary for the
exercise of functions specifically set out or incident to
the general representation of bondholders or noteholders in
the enforcement and protection of their rights.

{3) Before declaring the principal of notes or bands
due and payabley the trustee must give 30 days' notice in
writing to the governors the attorney generale and the board
or local government unit defaulting.

Section 30. Exemption from execution and sale. Al)
property of the boards other than its revenues or funds
received pursuant to [this act}r is exempt from Jevy and
sale by virtue of an executions and no execution or other
judicial process may issue against such propertys A judgment
3gainst the board constitutes a charge or lien upon such
property.

Section 31+ Annual audite (1) The board®s books and
records must be audited at least once each fiscal yeare

{2) The legislative auditor way conduct an audit at
any time wupon the request of the Jlegislative audit
committeas

Section 32. Annual reporte By September 1 of each
years the board shall pubtish a financial report for

distribution to the governors the legislatures and the
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pubtice Tha report must include a statement of the board®s
current Financial position with raspect to its activities
under [this act)s a summary of Its activities pursuant to
{this act] during the previous year {including a listing of
the 13cal governmental securities purchased by the boards a
listing of the bonds and notes sold by the boards and a
symmary of the performance of any other investments of the
board?s funds received under [this act])e an estimate of the
tevels of such activities Ffor the nRext years and a
comparison of such activities during the previous year with
the estimates of those activities that were made in the
previous annual reporte

Section 33. Limitations on board"s power. Under [this
act) the board may not:

(1} make loans of money to any persons firmy or
corporation other than a local government unit or puschase
securitias issued by any persons firmsy or corporation other
than a local goverament unit as provided in [this act];

(2) emit biVls of credity accept deposits of money for
time or demand deposity engage in any form of mamner in the
conduct of aany private or commercial banking business, or
act as a savings bank or savings and lYoan assotiation;

(3) be or constitute a bank or trust company within
the Jurisdiction or under the control of the state banking

boards the department of commercas or the comptroller of the
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{%#) be or constitute a banke bankeres or dealer in
securities within the aeaning of or subject to the
provisions of any securitiess securities exchanges or
Securities dealers Yaw of the United States or of this state
or aof any other statee

Section 34. Severability. If a part of this act is
invalide a1t valid parts that are severable from the invalid
part remain in effecte If a part of this act is Invalid in
one or more of its applicationsy the part remains in effect
in a1l wvalid applications that are severable from the
invalid applicationse

section 35. Coordination Instructione If either House

Bill No. 100 or Bitl Noe ____ [LC 1148] is enacted by

the 43th Jlegislature and approved by the governory the
definltion of ™board™ in section 4 is changed to the
"Montana economic development board™ and all references to
the Yhoard® in this acty except the reference to the board
of investments in subsection (5) of sectiocn 21y mean the
Montana economic development becarde. The bracketed language
in subsection (5) of section 21 is effective only if either
Bill Noa

House 3il11 Noe 100 or [LC 11487 is

enacted by the 48th legislature 3and approved by the
governore
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Approved by Committee
on Economic Development

HOUSE BILL NOe T33

INTRODUCED BY BENGTSONy, TOWE

A BILL FOR AN ACT ENTITLED: "AN ACT TO PROVIDE FOR

CONSOLIDATED FINANCING OF LGCAL PUBLIC EXPENDITURES BY

AUTHORIZING THE BOARD OF INVESTMENTS To LEND MONEY TO

MUNICTPALITIES @R OTHER PUBLIC SODIES THROUGH THE PURCHASE
OF THEIR SECURITIES 8Y THE BOARD; T0O AUTHORIZE THE BOARD TO
RAISE MONEY FOR SUCH LOANS 8Y ISSUING IS OWN BONDS AND
NOTES PAYABLE OUT OF LOAN REPAYMENTS:__ANU. PRONIDING _AN

IMMEDIAYE_EEEECTIIVE DAIE."

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

Szction ls Short title. [This act] shall be known and
may be cited as the “Municipal Finance Consolidation Act of
1943m,

Section 2« Policy and purposes (1} It is the policy of
the state of Montana to3

{a) Foster and promotes by all reasonable meanss the
provision of efficient capital markets and facilities for
borrowing MON2 Yy by countiess citiesy townse school
districtss special taxing districtss and other public bodies
to pay for capital improvements and other needs as otherwise
authorized by law; and

(b) reduce, to the extent possibles costs of Jocal
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public indebtedness to taxpayers and residents by affording
public boudies an approgriate degree of flexibility and
choice in the marketing of their debt securities so as to
minimize marketing costs and interest rateses

{2} It s the purpose of [this act] to promote tne
policies stated in subseetion {1) by:

(a) creating a means for public bodies to pools in

effect, the debt instruments they are otherwise authorized

to offer for sale to the investment community in order to

obtain economies of scale and reduce marketing and interest

costs; and

{b) providing additional security for the payment of
bonds and notes held by investors and thereby further
reducing interest costse.

Section 3. Liberal constructione [This act) and the
powers qranted in [this act} must be liberaliy construed to
effectuate the policies and purposes stated in [this act]e

Section 4. Definitionss As used in (this act]y the
foeilowing definitlions apply:

{¥) “Board™ means the board of investments created in

2=-15-1005.

{(2) “Department® means +the departament of commerce

creatadg in 2-15-=1801.

{3) *"Local qovernment unit®™ means any municipal

corporation or political subdivision of the states including

-2 HE 7332
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without timitation any citys towns countyy school districty
or other special taxing district.
(%) *Reserve fund® means the municipal finance

consolidation act reserve fund created in [section 21].

Ssction S« Board of investments to implement. The

board of investments may make and enforce orderss rulesy and

bylaws that are necessary or desirabla for the
implementation of {this act]e

Section 6. Bonds, bond anticipation notesr and notes

of the board. (1) The bopard may by resolutions from time to

times jssue negotiable notes and bonds to finance 1loans or
refinance its loams to local goveroment .anits and its
purchases of their bonds and notess to establish or
repleaish reserves securing the payment of lts bonds and
notes, and to finance all other expenditures of the board
incident to and necessary or convenient to carry out [this
act Je

(2) The board.say by resolutione from time to time:

(a) issue notes to renew notas and bonds to pay notess
including interest;

(b) whenever it considers refunding expedients refund
any bonds by the Issuance of new bonds, .whether the bonds to
be refunded have or have .not matured; and

{c} issue bonds partly to refund .bonds outstanding and

partly for any of its other purpgsese
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(3} The board may by resolutions from time to times in
anticipation of the sale of its securities under this
chapters issue temporary notes and renewal nNotess

{%) Except as otherwise expressly provided by
resolution of the boards every issue of its notes and conds
shalt be an obligation of the board payable out of any
reveniess dassetss or money of the boards subject only to
dureements with the holders of particular notes or bonds
pledging particular revenues, assetsy or moneye

{5) The ' notes and bonds wmust be authorized by
resclutions of the boardsy shal)l bpear a datesy and shall
mature at times as the resolutions provide. The bonds may
be issued as serial bonds payable in anruai instaliments or
as tarm bonds or as a combination thereafs. The notes and
bonds shali bear interest at a rate or rates; be in
denomi nations; be in a forme either coupon or registereds;
carry registration privileges; be executed in a manner; - be
payable 1in a medium of paymenty at places inside or outside
the state; and be subject to terms of redemption as providea
in resolutions of the boarde The notes and bonds of the
board may be s0ld at public or private sale at such prices,
which may be above or below pars as are determined by the
board.

Section 7. Participation voluntarye Use of the

financing mechanism created by [this act] is entirely

—tp HB 733
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voluntary, and no local govermment unit may be required to
5211 its bondss bond anticipation notess or notes to the
boarda

Sectian B. Limitations on amounts. The board may not:

(1) make any 'oans to or purchase the csonds or notes
of any single Ttocal governaent unit in an amount greater
than $359y888 £500:00G per singte loany bond Issuey or nate;
or

{2) issue any bonds or notes that cause the total
outstanding indebtedness of <the board under [this act]
(excest for bonds or notes issued to fund or refund other
outstanding bonds or notes) to exceed %36 325 millione

“ection 9« Purchase of anticipation notese
Notwithstanding any other provision of laws a local
goverament unit may issue and the board may purchase notes
in anticipation of an otherwise authourized sale of municipal
securities.s In connection with any purchase of anticipation
notese the board may by agreement with the local government
unit impose termsy conditionse and limitations that in the
board®*s opinion are proper under the circumstances and for
thz osurposes and security of the board and the holders of
its bonds or notese.

Szction 10« Refunding obligationse (1) The board may

provide for the issuance of refunding obligations for

refunding any otligations then outstanding that have been
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issued wunder [this act)e including the payment of any
redemption premium and‘any interest accrued to or to accrue
to the date of redemption of the obligationse Thé issuance
of obligationss the maturities and other detailss the rights
of the holderss and the rightsy dutiess and obligations of
tha »3o2ard are gqoverned by the appropriate provisions of
[this act] that relate to the issuance of obligationse.

2} Refunding oblinations issued as provided in
subsection (1) may be scld or exchanged for outstanding
obligrtions tissued wunder {this act]e The proceeds of
refunding obligations may be applied to the purchasey
redemtions or payment of outstanding obligationse. Pending
the application of the proceeds of refunding obtigations,
with cther available funds, to the payment of principals
accruad interesty and an; redemption premium on the
cbligations being vefunded andy if permittea in the
resolution authorizing the issuance of the refunding
obligations or in the trust cqreement securing thems to the
payment of interest on refunding obligations and expenses in
connection with refundings the proceeds of rafunding
obligations may be invested as provided in Title 1Ty chapter
6e

Section lie Additional powers of the boarde In
addition to all other powers conferred on the board by [this

act] ar any other ladss the board has the power:

-6- HB 733
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(L) to purchase or hold municipal Bbondsy bond

anticipation natess or notes at prices and in a manner tne
board considers advisable;

{2} to sell municipal bondss band anticipation notes,
or notes acquired or held by it at prices without reiation
to cost and in 8 manner the board considers advisable;

{3) to invest funds or money acquired by the board as
provided in f{section 23);

(%) to prescribe the form of application or procedure
required of a local government unit for a loan or purchase
of its municipal bonds, bond anticipation notess or notes:
fix tne terms and conditions of the loan or purchase; and
enter into agreements with local dqovernment wunits with
respert to loans or purchases;

(5) to render services to local qoverament units in
connection with public or private sales of their municipal
bondsy bond anticipation notess or notes that are eligible
for purchase by the board wunder {[this actl]y including
advisory and other servicess and charge the local government
units for such services;

{6) to charge for its costs and services in reviewing
or acting upon a proposed loan to a local government unit or
a proposed purchase by the board of municipal bondsy bond

anticipation notess or notes of the local government unity

whether or not the loan is made or the municipal bondss bond
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anticipation notess or notes are purchased;

(7) to fix and establish termsy, interest ratess Aand
provisions with respect to a purchase of municipal bondsy
bond anticipation notess or notes by the boarde including:

{a) the date and maturities of the bondse bond
anticipation notesy or notes;

(b) provisicns as to redemation or payment before
maturity; and

(c) any other matters judged by the board to te
necessaryy desirabley or advisable for the purchase or 1oan3

{3} in connection with any 1o0an to a local dJovernment
unit or purchase of municipal bonds, bond anticipation
notess ar notes of a local goveramsant unity to consider:

{2) the lawfulness and validity of the purpose to bhe
served by the loan or purchase;

(c) the ability of the local qgovernment unit to secure
borrowed money from other sources and the costs thereof;

(c} the ability of the local government unit to repay
the 1ocans notess aor bonds;

{d)} the priority of need for the particular public
improvement or purpose to be financed; and

{e) varving the terws and conditions of its Yeans or
purchases as between various local government units in
accordance with their respective priorities and cregit

worthiness;

fnd: Ad HB 733
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(9} to conduct examinations and hearings and to hear
testimony and toke proofy under oath or affirmationy at
public or private hearingsy on any matter material to its
information and necessary to carry out [this act);

(10) to lIssue subpnenas. requiring the attendance of
witnesses and the production of books and papers pertinent
to any hearing before the board;

(11) to appoint, employs or contract for the services
of officerss employeesy agentss financial or professional
advisers, and attorneys

and to pay such compensation for
their services as the board may determine;

(12) to procure insurance against any Tosses in
connection with its propertysy operationss or assets in such
amounts and from such insurers as it considers desirable;

(13) to the extent permitted under its contracts with
the holders of bends or notes of the bnarde to Consent to
modification of the rate of interesty the time for payment
of any installment of principal or interesty or the security
for any other term of a bonds bond anticipation notey notey
contracts orf agreement of any kind to which the board is a
party; and

{14) to do all acts and thinas necessarys convenients

or desirable to carry out the powers expressly granted or-

necessarily impliea in [this zct].

sction 12« Provisions of bond resolutionse A

- HB 733
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resolution authorizing notes or bonds or any issue thereof
may contain provisions that must be a part of the contract
or ceitracts with the holders thereof as to:

(1) pledging all or any part of the revenue or funds
of tha board to secure the payment of the notes ar bonds or
of any issue thereofs subject to existing agresments with
notehslders or bondholders;

(2) the setting aside of reserves for sinking funds in
the possession ‘of trusteess paying agentsy and other
depesitories and the regqultation and dispositicn thercof;

{3) timitations on the purposé For,yhich the proceeds

of the sale of notes or bonds may be applied and the pledge

' of the proceeds to secure the payment of the notes or bonds

or of any issue thereof;

(%) limitations on the issuance of additional notes or
bondss the terms upon which additional notes orf bonds may be
issuad and securedy and the refunding of outstanding notes
or honis;

(5} the procedures if anys by which the terms of any
contract with noteholders or bondholders may be amended or
abrogateds the amount of notes or ponds the holders of which
must cansent theretay and the manner in which such consent
may ba qgivan;

(5) a commitment to employ adequate and competent

personnel at reasonable compensation, salariess feesy and

-10- HB 733
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charges as way be determined by the board in conjunction
with the department and to maintain suitable facilities and
servicas for the purpose of carrying out its programs;
(7} vesting in a trustee such propertys rigntse
Powersy and duties in trust as the board determi ness andg

{(8) defining the acts or omissions that constitute a
default In the obligations and duties of the board to the

holders of the notes or bonds and providing for the rights

and remedies of the holders of the notes or bonds in the

event of such defaults including as a matter of right the
appoistment of a receiver. Rights and remedies may not be
inconsistent with the laws of this state and the aother
provisions of [this act]e.

Section 13. Validity of pledges A pledge by the board
is valid and binding from the tiame the pledge is mades The
revenuess moneys or property pledged and thereafter received
by the board is immediately subject to the lien of the
pledge without any physical delivery thereof or further acta
The lien of any pladge is valid and binding against all
parties having claims of any Kkind in torts contracts or
otherwise agalnst the boards irraspective of whether such
parties have notice thereof. nNeither the resolution nor any
other instrument hy which a pledge s created need be
recordeds

Section 14. Nonimpairment by the statee. In accordance
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with the constitutions of the United 5tates and the state of
Montanay the state pledges that it will not in any way
impair the obligations af any agreement .between the board
and a local government unit or between the board and the
holders of notes and bonds issuec by the boardy including
but not Timited to an agreement to administer a lopan program
financed by the issuance of bonds and to employ a staff
sufficient and competent for this purposes

Section 15. Trust indenturee (1) In the discretion of
the boards the bonds or notes of the board may be secured by
a trust indenture between the board and a corporate trustees
which may be a trust company or bank having the power of a
trust company inside or outside the state. A trust
indenture may caontain provisions for protecting and
enforcing bondholders® rights and remedies that are
reasovable and properdand not in violation of laws including
covenants satting forth the duties of the board in relation
to the exercise of its powers and the custodys safeguardinge
and application of all money. The board may provide by a
trust indenture for the payment of the proceeds of the bonds
or n>tes and the revenues to the trustee under the trust
Indenture of another depository and for the method of
disbursements with safeguards and restrictions it corsidars

necessaryes

{2) A1) expenditures incurred in carrying out a trust

-12- HB 733



10

11

12

13

14

15

1a

17

18

19

20

21

22

3

2%

25

HB 0733702

indenture may be treated as part of the general overhead
cost of the boarde

Section 16« Presumption of validitys After issuances
alt bonds or notes of the board are conclusively presumed to
be fully authorized by and issued under all the laws of this
state and any person or gavernmental unit is estopped from
questianing their proper authorizations saley issuance,
executions or delivery by the boarde

Section t7. Signatures of board memberse If any of the
board members whose signatures appear on notes or bonds or
Coupons cease to be members before the deltivery of the notes
or bo1d4ss their signatures shall nevertheless be valid and
sufficient for all purposes as if the members had remained
in office until delivery.

Section 18- Negotiability of bonds or notes.
Notwithstanding any other provisions of laws a bond or note
issued under this chapter is fully negotiable for all
purposes of the uUniform Commercial Codes Title 30y chapters
1 through 99 and a holder or owner of a bond or note or of a
coupon appurtenant to its by accepting the bonds notey or
coupony is coanclusively presumed to have agreed that the
bondy notey or coupon is fully negotiable for all purposes
of tha uniform Commercial Code.

Section 19. Bonds or notes as legal investments.

Notwithstanding the restrictions of any other 1lawe 2all
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bankss trust companies, savings banks and institutions,
building and loan assoclationss savings and Toan
associstions, investment companiess and other persons
carrying on a banking businesss all insurance companiesy
insurance associations, and other pErsSons carrying on an
insurance businessy and all executorss administratorsy
guardianse trusteess and other flduciaries may legally
invest sinkiny fundsy moneys or other funds belonging to
them or within their control in bonds or notes issyuyed under
fthis act]e

Section 20. Tax exemption of bonds. bondsy notess or
other obligations issued by the board under {this act]y
their transfery and their income (including any profits made
on thzir sale) are free from taxation by the state or any
political subdivision or other instrumentality of the states
excepting inheritances estatey and gift taxes. The board is
not required to pay recording or transfer fees or taxes on
instrurents recorded by ite

Section 21a Reserve funde (L) The board shall
establish and maintain a municipal finance consolidation act
reserve Fuarid ta which there shall be depositea or

transferred:

(a) all money appropriated by the legislature for the
purposes of the fund in accordance with the provisions of

subsectlian {4);
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(b} all proceeds of bonds requirad to be deposited in
the Fund by terms of a contract between the board and its
bondholders or 5 resolution of the board with respect to the
proceeds of bonds;

(c) the proceeds of any bond issue of the state that
is authorized for such purpase;

(3) all other money appropriated by the legislature to

the reserve fund; and

{e} any other money or funds of the board that it
decides to deposit in the funde

(2) A1 money held in the reserve fund snall be used
solely for the payment of the principal of aor interest on
the bonds or notes Secured in whole or in part by the fund
or the sinking fund payments with respect to the bonds or
notess the purchase or redemption of the bonds or notes, the
payment of Interest on the bonds or notesy or the payment of
any redemption premium required to be paid when the bonds or
notes are redeemed Srior to maturity. Monéy in the reserve
fund may not be withdrawn at any time in an amount that
reduc2s the fund to anh amount less than the sum of ainisun
reserve requirements established in the resolutions or
indentures of the board for the fund excepts with respect to
bonds or notes secured in whole or in part by the fundy for
the ourpose of wmaking payment wheh due of principals

interests redemption premiumse: and sinking fund payments for
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the payment of which other money pledged is not availaple.

(3) Honey in the reserve fund in excess of the
required reserve may be withdrawn at any time by the board
and transferred to another fund or account of the boara
established for purposes of [+his act]y but not to any other
fund or accounte

(4) In order to assure the maintenance of the required
debt szrvice reserve in the reserve fund, the legislature
may appropriate to the board for deposit in the fund the
sums certified by the chairman of the board to the governor
and to the legislaturey that is necessary to restore the
fund to an amount equal to the required debt service
reserves Nothing in this subsection creates a debt or
liability of the state.

{5) Notwithstanding any provision of Title 17y chapter
63 the poard of investments may lend money for deposit to
the reserve fund in an amount edual to any deficiency in the
required debt service reserve. The ¥Toans shall be made cn
such reasonable terms and conditions as the board considers
proper [and as may be agreed upon between the board and the
board af investments]s including without limitation teras
and conditions providing that the loans need not be repaid
until the obligations of the board secured and to be secured
by the reserve fund are no longer outstandings

Saction 22e Additional funds and accountse The board
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may in its discretion establish additional reserves or cther
funds or accounts necessaryy desirable, or convenient to
further the accomplishment of the purposes of {this act] or
to comply with the provisions of any of its agreements or
resolutionse

Section 23, Investmente {1l) Unless otherwise required
by & resolution or agreement of the boards the poard may
invest funds coming uncer its control pursuant to [this act]
in the same manner as parmitted for investment of funds
beloncing to the state or held by the state treastrers

{2) Funds from several or all accounts may be combined
for investmentsy and any interest earned shall be prorated
and credited to the various contributing accounts on the
basis of the amounts thereof invested, calculated according
te an average periodic balance or other generally accepted
accouiting principltes Such proration must be calculated at
teast once @ year or upon 3 specific fequest made to the
buards

{3) Al securities purchased by the board as an
irvestment remain in the custody of the state treasurer
until the same are soltde exchangedy retireds or mature and
are naid.

soection 24« Credit of state pot pledgeds Obligations
issued under the provisions of [this act) do not constitute

a liability or obligation or a pledge of the faith and
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credit of the state but are payable solely from revenues or
funds of the board qenerated or received for purposes of
[this 3ct)s An cbligation issued wunder [this act]) must
contain on the face thereof a statement to the effect that
the state of Montana is not liable on the obligation and the
obligation is not a debt of the state and neither the faith
and credit nor the taxing power of the state is nltedged +to

the payment of the bprincipal of or the interest on the

'obligatlon.

Section 25. Sale or exchange of municipal securities.

(1) HNotwithstanding any Tlaw applicable to or constituting

any timitation on the maximum rate of interest per year

payable on bonds or notes or to annual interest cost to
maturity of money borrowed or received upon issuance of
bonds or notess every lecal government unit is 3uthorized te
contract to pay interest on or an interest cost per year for
money borrowed from the board and evidenced by fts aunicipal
securities purchased by the board without regard te any
statutory limitations as tc rate of interest per year
payablea or as ta annual interest cost to maturity of money
borrowed by the 1local government unita Every local
governqent unit is authorized to contract with the board
wlth respect to the loan or purchases and the contract must
contsin the terms and conditions of such loan or purchase.

Every local government unit is authorized to pay fees and
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chargzs required +o be paid to the board for its serviceses

{Z¢} Notwithstanding any 1aw applicable to or

constituting any Jlimitation on the sale of bands or notes
exceat the limitation on amount of bonded indebtedness, any
Tocal qovernment unit may sell bonds or notes to the board
by private negotiatea sales without 1limitation as to
denominations. The bonds or notes may be fully registered or

registerable as to princioal only or in beiarer form or may

bear interest at the rate or ratess all in accordance with

this sections The bonds or notes may be evidenced in the
manner and may contain other provisions not inconsistent
with {this act] and may be scld to the board without
advertisement at the price or prices as may be determineds
all as provided in the proceedings of the governing body of
the 15cal government unit pursuant to which the bhonds or
notes are authorized to b2 issuede The qgqoverning body of the
lecal jovernment unil 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 1larger or smaller
denom nationss a1 in the manner provided in the proceedings
auvthorizing their issuancee The bands in changed form or
denominations must be exchanged for the surrendered bonds in
the same aggregate principal amounts and in such manner that

.

no overlapping interest is paid and the bonds in changed
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farm >r denominations bear interest at the same rate or
rates and mature on the same date or dates as the bonds fur
which they are exchanged. If any exchange is made undar this
subseztiony the bonds surrendered by the holders at the time
of tit2 exchange must be canceledes The exchange may be made
only at the request of the holders of the bonds to ue
surreidereds The Jocal gqovernment unit may require ali
expenses incurred in connection with the exchange to be paia
by the holders.

Szction 26« Care and custody of bonds purchased oy the
boardes The board may:

{l1) enter into agreements or contracts with a bank»
trust companys or financial institutions inside or outside
the states as may be necessarys desirables or convenients in
the apinion of the boarde for rendering servicsas in
conneccion with:

{a}) the carey custodys or safekeeping of wmunicipal
aonds or other investments held or owned by the hoard
pursuant te {this act];

() the payment or collection of amounts payable as to
princiosal or interest; and

{c) the delivery to the board of municipal bhonds or
cther investments purchased by it or sold by it pursuant to

(this 3ct];

{2} pay the cost of those services; and
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{3) alsos in connection with any of the services to be
rendered by a banks trust companys or Financial institution
as to the custody and safekeeping of its municipal bonds or
investmentss require security in the form of collateral

bondse surety agreements, or security agraements in such

form and amount asy in the opinion of the boarde is

necessary or desirable.

Section 27« Insurance or guarantye« The board may
obtainy from a department or agency of the United States or
a4 nongovernmental insurery insurance or guaranty for the
payment or repayment of interest or principals or bothe or
any part of interest or principal on bonds or notes issued
by the board cr on wmunicipal bondss bond anticipation notess
ar notes of local government units purchased or held by the
boards

Sa2ction 28, Default in paymente If the board or iocal
government unit defaults in the payment of principal or
interast on an issue of notes or bonds after they become
dues whether at maturity or upon call for redemptions and
the dafault continues for 30 dayss or if the board or lacal
qovernnent unit fails or refuses to comply with {this act]
or defaults in  an  agreement made with the holgers of an
issue of notas or bondse the holaers of 25% of the aggregate
principal amount of the outstanding notes or bonds of that

issue have the righte upon prooer applicetion to & court of
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competant jurisdictions to have a trustee appointed to
represent the holders of those notes or bonds far the
purposes provided in [this actjs

Section 29. Powers and duties of trustee on defaulte
{1) A trustee appointed under [section 23] may:

(a) by civil action enforce all rights of the
noteholders or bondholders, including the right to require
the board or Jlocal government unit to collect ratess
charj2ss and other fees and to collect interest and
amortization payments on bonds and notes held by them
adequate to carry out a pledge of or an agreement as to tha
ratess chargesy, and other Ffees and of the interest and
amortization paymentse and to require the board or local
goveriment unit to carry out any other agreements with the
holders of the notes or bonds and to perform their duties
under [this act];

{by bring a civil action upon the notes or bonds;

el by civil action require the opoard or local
goveriment unit to account as if it were the trustee of an
express trust for the holders of the notes or bonds;

(d) by civil action enjein anything that wmay be
untawful or in violation of the rights of the holders of the
notes or bondss

fe) declare all the notes or bonas due and payable

ands if 211 defaults are made goody theny with the consent
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of th: holders of 25% of the principal amount of the
outstanding notes or bondsy annu) the declaration and its

CONSEeqQUBNCES »

{(2) The trustee, in addition to the powers stated in
subsectéion (l)» has all the pawers necessary for the

exercise of functions specifically set out or incident to

the general representation of hondholders or noteholders in
the enforcement and protection of their rightse

{3) Before declaring the principal of notes or bonds
due and payables the trustee must give 30 days® notice in
writing to the governores the attorney generals and the board
or local government unit defaultings

Ssction 30« FExemption from execution and sales. All
property af the boardy other than its revenues or funds
received pursuant to [this act)e is exempt from levy and
sale by virtue of an executions and no execution or other
judicial process may issue against such property. A judgment
against the board constitutes a charge or 1lien wupon such
propertye

Saction 3ls Annual audite 14 The board®s books and
records must be audited at 1east once each fiscal year BY_(R
AT_THE _DIRECTION OF _THE _LEGISLAYIVE AUDXIOBa_.THE —ACIUAL
COSYs JE. THE_AURKT SHALL _BE_PAID FROM_THE_BOARRIS_FUNDI.

t2y-~Fhe-~}egisiative-~auditor--may-condpct-an-sudit—at

any--time——upon-—-the-~request-~of-~the——-tegistatrve-—-audit
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eammittees

Saction 32« Annual reports By September 1 of each
years the board shall publish a financial report for
distribution to the governory the Tlegisltaturey and the
publice. The report wust include a stotement of the board®s
curreyt financial posltion with respect to its activities
under [this act]s a summary of its activities pursuant to
fthis act] during the previocus year (including a listing of
the 1>cal governmental securities purchased by the hoardy a
listing of the bonds and aotes sold by the boardy and a
summary of the performance of any other investments of the
beard®s funds received under [this act])s an estimate of the
Tevels of such activities for the next years and 3
comparison of such activities during the previous year with
the estimates of those activities tnat were made in the
areviaus annual reporte

Saction 33. Limitations on board's power. Under ([this
act] the board may not:

{l) make 1loans of money to any persons firme or
corporation other than a local qovernment unit or purchase
securities issued by any persony firmy ar corporation ather
than 3 local government unit as provided in [this act];

{2) emit bills of credity accept deposits of money for
time >r demand deposits, engage in any form or manner in the

conduct of any private or commercial banking businessy or
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act as a3 savings bank or savings and loan associations
{3) be or constitute a bank or trust company within
the jurisdiction or under the control of the state banking
boards the department of commercesy or the comptroller of the
currency of the United Statas department of the treasury;
{#) be or constitute a banks bankery or dealer  ip

securities within the meaning of or subject to the

provisions of any securitiasy securities exchange, or
securities dealers Taw of the United States or of this state
or of any other state.

IHERE _XS_A_NEW MCLA_SECTLION IHAT READS:

Section 34. Municipal finance guaranty funde (1) The
board shall create a municipal finance guaranty funds The
furnd nust be held by a trustee or other fiduciary designated
by the boards There must be deposited into the fund amountss
insurznce feessy premiuamss and such other revenues and assets
a5 th2 board considers necessary to comply with any contract
or a"reement entered into by the board under [sections 1
throuch 29}s The board may borrow from and deposit in the
municipal finance quaranty fund up to $2.5 million from any
available state fundy including funds of the Montana hoard
of hoisinge

{2) The amounts in the fund must be used to satisfy
any claim resulting from a defaulted loans lecases or other

cradit aqreements The amounts in tne fund may also be used
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for any other purpose prescribed by the board in accordance
With Juaranty contracts with financial institutions entered
into pursuwant to [sections 1 through 29} including without
limitation the protection of the interest of the board in
projects during periods of delinquency or ypon default.

(3) The minimum reserve requirement for the municipal
finance guaranty fund must be such amount as may be provided
in av agreementy resolutions or indenture with the holders
of bonds issued under f{sections 1 through 29]s but not in
excess of the aggregate anpual payments due under the loanss
leasesy or other credit agreements quaranteed by the board.
Noc loans leaser or other credit agreement may be guaranteed
by the board if the amount of money available in the
municipal finance guaranty fund would be Tess than the
miniagum reserve requirementa

{4) 1In order to assure the maintenance of the
municipal finance guaranty fundy the chairman of the board
shalles on or before Septemier 1 in eacnh year preceding the
convening of the legislature, deliver to the governor 4
certificate stating the sums if anys required to restore the
municipatl  fipance quaranty fund to the minimum reserve
requirzments The governor shall include in the executive
budget submitted to the Jlegistature the sum required to
restore the municipal finance guaranty fund to the

mi nimum

resarve regquirsment.
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{5) A1l Amounts remitted to the board undar this

section constitut® loans to the board and must be repaid to
the state treasury without interest from available operating

revenues of the board in excess of amounts required for the

gquarantee 5f loanse

Section 35. Severability. If a part of this act is

invalidy all valid parts that are severable from the invalid

part remain in effect, If a3 part of this act is iavalid in

one or more of its applicationses the part remains in effect

in a'l wvalid applications that are severable from the

invalid applicationsa

Section 36« Coordination instructions If either
Bild  No.

House
100 or ___.. Bill Nos ____. [LC 1148] is enacted by
the 4°th leqislature and approved by the governore the

definition of ™board® in section % is changed to the

mMgntana economic development board" and all references to
the Tmpnard® in this acty except the reference to the bhoard
of ineestmants in subsection (5) of section Zls mean the
Montana economic development boarde The bracketed language
in subsection {5) of section 21 is effective only if either
House Bil1l Noe 100 or ____ Bill Noe __.. [LC 1148] is
enactad by the 48th Jlegislature and approved by the
goyernors

SECIION 3T EEEECTIVE. DAYEs IBLS ACT XS EEEECTIVE QN
BASSAGE_AND _APPRONALa

~End- .
-27- HB T33
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HOUSE BJILL NO. 733

INTRODUCED BY BENGTSONy TONE

A BILL FOR AN ACT ENTITLEO: AN ALY TO PROVIDE FOR

CONSOLIDATED FINANCING OF LOQCAL PUBLIL EXPENDITURES BY

AUTHOREZING THE BOAKD OF INVESTMENTS To LEND MONEY 7O

MUNTCTPALITIES OR OTHER PUBLIC BODIES THAOUGH THE PURCHASE
OF THEIR SECURITIES BY THE BOARD; TO AUYHORIZE THE BOARD TO

RAISE MONEY FDR SUCH LOANS BY ISSUING ITS OWN BONDS AND

NOTES PAYABLE OUT OF LOAN REPAYMENTS:__ANG__PROVIDING AN
IENMEDIATE FEEECIINE DATE."

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

Section 1. Short titles (This act] shall be known and
may be cited as the "Municipal Finance Consol idation Act of
1943m,

Saction 2.« Pollicy and purposes (1) It is the policy of
the state of Montana to:

(a} foster and prowmotes by all reasonable meansy the
provision of efficieat caoital markets and facilities for
borrowing money by countiess citiesy townse school
districtsy special taxing dlstrictse and other public todies
to pay for capital improvements and other needs as otherwise
authorized by law; and

(b) reducey, to the extent possibles costs of local

THIRD READING

There are no changes in 7 B , and due to length will not

be rerun.

Please refer to yellow copy for complete text.



That House Bill No.

March 23, 1983

SENATE STANDING COMMITTEE REPORT
(Local Government)

733 be amended as follows:

Page 16, line 7.
Following: "(4)"
Strike: the remainder of line 7 through line 12

Page 16, line 13.

Strike: "regerve."
Following: "This"
Strike: *"subsection”
Insert: "section"

Page 25, line 1l.
Strike: section 34 in its entirety
Renumber: subsequent sections
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HOUSE BILL NOs 733

INFRODUCED BY BENGTSON, TONE

A BILL FOR AN ACT ENTITLED: ®™AN ACT Fo PROYIDE FOR
CONSOLIDATED FINANCING OF LOCAL PUBLIC EXPENDITURES BY
AUTHORIZING THE BOARD OF INVESTMENTS 70 LEND MONEY To
MUNICIPALITIES OR OTHER PUBLIC BODIES THROUGH THE PURCHASE
OF THEIR SECURITIES BY THE BOARD; TU AUTHORTZE THE BOARD TO
RALSE MONEY FOR SUCH LOANS By ISSUING TTS OWN BONDS AND
NOTES PAYABLE OUT OF LOAN REPAYMENTS;__AND__PROVIQING AN
IMMEQIAIE EEEECTIVE OAYE.™

BE IT EMACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:

Section l. Short titles [This act] shall be known and
may be cited as the "Municipal! Finance Consolidation Act of
1983".

Sectlon 2« Palicy and purposes (1) It is the policy of
the state of Montana to!

{a) foster and promotes by all reasonable meanss the
provision of efficient capital markets and Ffacilities for
bofrowing noney by countiesy citiess townss school
districtss special taxing districtsy and other public bodies
to pay for capital improvements and other needs as otherwise
authorized by tawi and

(b) reduces to the extent posSsibley costs of 1local

w

@ =~

10
il
12
13
14
15
186
17
18
19
20
21
22
23
24
25

HB 0T33/03

public indebtedness to taxpayers and residents by affording
public bodies an appropriate degree of flexibility and
choice in the marketing of their debt securities 50 as to
minimize marketing costs and interest ratesa

{2) 1t is the purpose of [this act] to promote the
policies stated in subsection (1) by:

{a) creating a means for public bodies to pooly in
effecty the debt instruments they are otherwise authorized
to offer for sale to the investment community in order to
ohtain economies of scale and reduce marketing and interest
costsi and

tb) providing agditional security for the payment of
bonds and notes held by investors and thereby further
reducing interest costss

Section 3« Liberal constructione ({This act] and the
powers garanted in [this act] must be liberally construed to
effectuate the policies and purposes stated in {this act].

Section 4. Definitions. As used in [this act]es the
folloving definitions apply:

{1) *®Ruard™ weans the board of investments created in
2-15-1005.

(2) “Department”™ means the department of commerce
created in 2-15-1801.

{3) "Loca) gaver nment unit™ means any municipal

corporation ar political subdivision of the states including

-2=- HE8 733
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without lTimltation any citys tosns countyy scheel districts
or other special taxing districts .

{4) “Reserve fund™ "eans the municipal finance
consol idation act reserve fund created in [section 21}.

Section 5+ Board of investients to Iimplement. The
board of investments may make and enforce ordersy rulesey ana
bylaws thoat are necessary or desirable for the
implementation of [this act]s

Section 6. Bondés bernd anticipation notess and notes
of the boarde {1) The board may by resolutions from time to
times issue negotiable notas and bonds to fFinance loans or
refinance Its Toans to 1local government units and its
purchases of their bonds and notesy to establish or
replenish resarves securing the payment of its bonds and
notaesy and to finance a11 other expenditures of the board
incident to and necessary or convenient to carry out [this
actls

{2} The board may by resolutiony from time to time:

{a) issue notes to renew notes and bhonds to pay notesy
including interest;

{6} whenaver it considers refunding expedients refund
any bonds by the Issuance of new bonds, whather the bonds to
be refunded have or have not matured; and

({c) issua bonds partly ' td refund bonds ocutstanding and

partly for any of its other purposes.

~3= HE 733
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(3) The board may by resolutions from time to times in
anticipation of the sale of Its secturities under this
chaptery issue temporary notes and renewal noteses

(4} Except as otherwise expressly pravided by
resolution of the board, every issue of its notes and bonds
shall be an obligation of the board payable out of any
revenuesy assetse or money of the boards subject only to
agreements with the holders of particular notes or bonds
pledging particular revenues, assetse OF RONey.

(5) The notes and bonds must be authorized by
resolutions of the boards shall bear a dates and shald
mature at times as the resolutions providé. The bonds may
be issued as serlal bonds payable in annual installments or
as term bonds or as a combination thereof. The notes and
bonds shall bear interest at a rate or rates; be in
denomi nationsi be In a2 forme either coupon or registered;
carry registration privileges; be executed in a manner; be
payable in a medium of payments at places Inside or outside
the stata; and be subject to teras of redemption as providea
in resolutions of the boarde The notes and bonds of the
board wmay be s0ld at public or private sale at such pricesy
which may be azbove or below pare a5 are determined by the
boar du

Section T. Participation voluntarys use of the

financing mechanism created by ([this act] is entirely

-4~ HB 733
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voluntarys and no local government unit may be required to
sell its bonds, bond anticipation notesy or notes to the
boarde.

Section Bs Limitations on amounts. The board may not:

{1) make any loans to or purchase the bonds or notes
of any single local government unit in an amount greater
than 4+508y088 35002000 per single loany bond issuey or note;
or

{2} issue any bonds or notes that <cause the tota)l
eutstanding indebtedness of the board under [this act]
(except for bonds or notes issued to fund or refund other
outstanding bonds or notes) to exceed %18 $25 million.

Section 9. Purchase of anticipation notese
Notwitnstanding any other provision of laws a local
government unit may issue and the board may purchase notes
in anticipation of an otherwise authorized sale of municipal
securitiese 1In connection with any purchase of anticipation
notess the hoard may by agreement with the local government
unit impose termsy conditionss and limitations that in the
board*s opinion are proper under the circumstances and for
the ourposes and security of the board and the holders of
its bonds or notese

Section 10« Refunding obligationse (1) The board may
provide for the issuvance <of refunding obligations for

refunding any obligations then outstanding that have been
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issued wunder (this actly Including the payment of any
redemption premium and any interest accrued to or to accrue
to the date of redemption of the obligationse The issuance
of obligationss the maturities and other detailss the rights
of the holdersy and the rightss dutiese and obligations of
the board are governed by the appropriate provisions of
[this act] that relate to the issuance of obligationse

{(2) Refunding obligations issued as provided in
subsection (1) may be s0ld or exchanged for outstanding
obligations issued under [this 2act]. The proceeds of
refunding obligations may be applied to the purchase.
redemptions or payment of ocutstanding obligationse Pending
the application of the proceeds of refunding obligations,
with sther available fundsy to the payment of principals
accrued interest, and any redemption premium on the
abligations being refunded andes if permitted in the
resolution authorizing the issvance of the refunding
obligations or in the trust agreement securing thems to the
payment of interest on refunding obhligations and expenses in
connection with refundings the proceeds of refunding
oblijgations may be invested as provided in Title 17 chapter
ba

Section 1l. Additional powers of the board. In
addition to all other powers conferred on the board by [this

act} or any other laws the board has tne power:

-6 HB 733
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{1) to purchase or hold: municipal bondse. bond
anticipation notesy or notes - at prices and in a manner the
board considers advisabla;

(Z) to seli’ municipal bondsy- bond anticipation notas,
or notes acquired or held by it at prices without relation
to cost and in a manner the board considers advisables

{3) to invest funds or money acquired by the board as
provided in [seetiow 23];

(#) to prescribe the form of applicatian or procedure
required of a local government unit for a loan or purchase

of its municipal bondsy bond anticipation-notess’ o©or notes;

fFin the terms and comMtions: of tha loan: or purchasei and.

enter into agreements With Jocal govermment wunits with
respect to loans or purchases;

{5) to render services  to local government units in
connection with public or privaté- sales- of thelr wmunicipal
bondsy bond anticipation notess or notes that are eligible
for purchase by the- board: under [this- act}s including
advisory and other serwvicesy and charge the local government
units for such servicaes;

{6} to charge for its costs’and sarvices in reviewing
or acting upon @ proposed loan to' a local governmwent unit or
a proposed purchase by the board of municipal bondsy bond
anticipation notesy or notes of the local government units

whethar or not thé loan is made or the municipa) bonds, bond
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anticipation notess or notes are purchasedi

{T) to fix and establish teras, Interest rateses and
provisions with respect to a purchase of municipal bondse
bond anticipation: notess or notes by the oboards Includings’

(a) the data and maturities of the' bondss bond
anticipation notess or notes;

{b) provisions as to redemption or payment before
maturity; and

(c} any other matters jJjudged by- the board to be
necessarys desirables or advisable for the purchase or loani

{4} in conmection glth any loan to a local governsent
unit or purchase of wmunicipal bondsy bond anticipation
notess or notes of a Tocal government unity to considers’

(a) the lawfulness and validity of the purpose. to be
served by the loan or purchasej

{t) the ability of the local government unit to secure
borrowed money frow other sources and the costs thereofs

{(c} the abllity of the local goverament unit to.repay
the loans notessy or bonds;

(d} the priocrity of need for the particular public
improvement or purpose to be financed: and

{e) wvarying the terms and conditions of its loans or
purchases as between various local dJdovernment units in
accordance with their respective priorities and credit

worthinesss

-8~ HB 733
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(9) to conduct examinations and hearings and to hear
testimony and take proofe under oath or affirmationy at
pubtic or private hearingss on any matter material to its
inforwmation and necessary to carry out [this act]);

(kD) to issue swubpoenas requiring the attendance of
witnhesses and the production of books and papers pertinent
to any hearing before the boardj

{11) to appoints employy of contract for the services
of officerss 2mployeesy agentss Financial or professional
adviserses and attorneys and to pay such compensation for
their services as the board wmay determine;

(12) to procure insurance against any losses in
connection with its propertys operationss of assets in such
amounts and from such insurers as it considers desirable;

{13) to the extent permitted under its contracts with
the holders of bonds orf notes of the boards to consent to
modification of the rate of interesty the time for payment
of any instalilment of principal or interests or the security
for any other term of a bonde bond anticipation notes notes
contracty or agreement of any kind to which the board is a
partys and

(i4) to do all acts and things necessarys Convenients
or desirable to carry out the powers expressly granted or
necessarily implied in [this act]s

Section 12. Provisions of bond resolutionse A
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resolution authorizing notes or bonds or any issue thereof
may contain provisions that must be a part of the contract
or contracts with the holders thereof as to:

(1) pledging 211 or any part of the revenue or funds
of the board to secure the payment of the notes or bonds or
of any Tssue thereofy subject to existing aqreements with
noteholders or bondholders;

(2) the setting aside of reserves for sinking funds in
the possession of +trustees, paying agentsy and other
depositories and the regulation and disposition thereof;

t3) 1limitations on the purpese for which the proceeds
of the sale of notes or bonds may be applied and the pledge
of the proceeds to secure the payment of the notes or bonds
or of any Issuve thereof}

{4) limitations on the issuance of additional notes or
bondss the terms upon which additional notes or bonds may be
issued and secureds and the refunding of outstanding notes
or bonds;

{5) the procedures if anys by which the terms of any
contract with noteholders or bondhclders may be amended or
abrojatedy the amount of notes or bonds the holders of which
must consent theretos and the manner in which such consent
may bz given;

(6} a commitment to employ adequate and competent

personnel at reasonable compensationsy salariesy fees, and
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chargas as may be determined by the board in conjunctfon
with the department and to maintain suitable facilities and
services for the purpose of carrying out its programsj

{7} vesting in a trustee such propertys rightse
powerse and duties in trust as the board determines; and

{8) defining the acts or omissions that constitute a
default in the obligations and duties of the board to the
holders of the notes or bonds and providing for the rights
and remedies of the holders of the notes or bonds in the
event of such defaults including as a matter of right the
appointment of a receivers Rights and remedios may not be
inconsistent with the Taws of this state and the cother
provisions of [this act]e

Section 13. Validity of pledge. A pledge by the board
is valid and binding from the time the pledge is mada. The
revenuess moneys of property pledged and thereafter recalved
by the board is immediately subject to the lien of the
pledge without any physical delivery thereof or further acte
The lien of any pledge is valid and binding against al?
partias having claims of any kind in torty contracty or
otherwise against the boardy Irrespective of whether such
parties have notice thereofs Nwither the resolution nor any
other instrument by which 2 pledge I8 created need be
recordeds

Sactlon 14« Nonimpairment by the state. In accordance
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with the constitutions of theé United States and the state of
Montana, the state pledgas that it will not in any way
impair the obligations of any agreament between the board
and a 1local gqovernment unit or between the board and the
holders of notes and bonds Isswed by tha boards including
but not 1fmited to an agreement to administer a loan program
finanted by the issuance of bonds and to employ a staff
sufficient and competent for this purposes

section 15« Trust indentures (1} In the discretion of
the boards the bonds or notes of the board may be secureg by
a trust indenture between the board and a corporate trustees
which may be a trust company or bank having the power of 3
trust company inside or outside the states A trust
indent ure may contain provisions fer protecting and
enforcing bondhoiders; rights and remedies that are
reasonable and proper and not in violatlon of 13wy including
covenants setting forth the duties of the board in relatian
to the exércise of its powers and the custodys safegquardings
and application of all moneys The hoard may provide by a
trust indenture for the payment of the proceeds of the bonds
ar n>tes and the revenyes to the trustee under the trust
indenture of another depositery and for the method of
disbyursementy with safeguards and restrictions it considers
necessarys

{2} Al expenditures incurred in carrying cut a trust

-12-~ HB T332
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indenture may be treated as part of the general overhead
cost of the boarde

Section 16¢ Presumption of validitye After issuance,
al} bonds or notes of tha board are conclusively presumed to
be fully authorized by and issued under all the laws of this
state and any person or governmental unit is estopped from
questioning their proper authorization, sales issuances
executiony or delivery by the board.

Section 17« Signatures of board members. If any of the
board wmembers whose signatures appear on notes or bonds or
caupons cease to be members before the delivery of the notes
or bondss their signatures shall nevertheless be valid and
sufficient for all purposes as if the members had remained
in office until dellivery.

Section 1l8e Negotiabiltity of bonds or notes.
Notwithstanding any other provisions of laws & bond or note
Issued under this chapter is fully negotiable for all
purposes of the Uniform Commercial Codey, Title 30y chapters
1 thrrugh 9+ and a holder or owner of a bond or note or of a
coupon appurtenant to ite by accepting the bondsy notey or
coupony is conclusively presumed to have agreed that the
bonds notey or coupon is fully negotiable for all purposes
of the Uniform Commercial Code.

Section 19« Bonds or notes as Tegal investments.

Netwithstanding the restricticns of any other lawe all
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bankse trust companiess savings banks and institutionse
building and loan associationss savings and Toan
associationsy investment companiesy and other persans
carrying on a banking businesss all insurance companiess
insurance associationsy and other persons carrying on an
insurance businessy and all executorss administratorsy
guardianss trusteesy and other fiduciaries may legally
invest sinking fundses moneys or other Ffunds belonging to
them or within their control in bonds or notes issued under
{ehis actd.

Sectjon 20. Tax exemption of bonds. 3ondss notess or
other obligations issued by the board uader [this act)s
their transfers and their income (including any profits made
on thair sale} are free from taxation by the state or any
political subdivision or other instrumentality of the state,
excepring inherlitances estatey and gift taxess The board is
not required to pay recording or transfer fees or taxes on
instruments recorded by it.

Section 21. Reserve funde (1) The board shall
establish and maintain a municipal finance consolidation act
reserve fFundys to which there shall be deposited or
transferred:

ta) a1 money appropriated by the legislature for the
purposes of the fund In accordance with the provisions of

subsaction (%);
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(b} all proceeds of bonds required to be depositad in
the fund by teras of a contract between the board and its
hondhoiders or a resolution of the board with respect to the
proceeds of bondss

{c) the proceeds of any bond issue of the state that
is authorized for such purpose;

{d) all other money appropriated by the legislature to
the reserve fund; and

{e) any other mopney or funds of the board that it
decides to deposit In the fund.

{2} A1l money held in the reserve fund shall be wused
sotely Ffor the payment of the principal of or Interest on
the bonds or notes secured in whole or in part by the fund
or the sinking fund payments with respect to the honds or
notesy the purchase or redemption of the bomds or notes, the
payment of interest on the bonds or notess or the payment of
any redemption premium required to be paid when the bonds or
notes are redoemed prior to maturity. Mopey in the reserve
fund may not be withdrawn at any time in an amount that
reduczs the fund to an amount less than the sum of minimum
reserve rvequirements establisted in the resolutions or
indentures of the boara for the fund excepty with respect to
bonds or notes secured in whole or in part by the fund, for
the 2urpose of making payment when due of principaly

intarest, redemption premiumss and sinking fund payments for
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the payment of which other money pledged s not available.

{(3) Money in the reserve fund in excess of the
required reserve may be withdrawn at aay time by the board
and transferred to another fund or account of the board
established For purposes of [this act]s but not to any other
fund or accounte

(4) En—order-to-assure—the-maintenance-~of-the-required
debt-service—reserve-in-the-revrerve—fonde~-the-~tegistature
may-—-appropriete~-to~-the--board-for—depesit-in-the-Ffund-tha
sumy-eertified-hy-the-chairsan-of-the-hoard—to-the-~gavernor
and-=to-the-~tegistaturey——that-+ts-necessary—to-restsre-the
fand=ho~—nan--anount-—equet-—to--the—-requivred-—tdabe-——service
reserves Nothing In this sochsection JECIION creates a debt
or tiabitlity of the statee.

(5) MNotwithstanding any provision of Title 1Ts chapter
&6¢ the board of investments may lend money for deposit to
the reserve fund in an amount equal to any deficiency in the
required debt service reserves. The loans shall be made on
such reasonable terms and conditions as the board considers
proper [and as may be agreed upon betwean the board anrd the
board of investments)s including without Jlimitation terms
and conditions providing that the l1oans need not be repaid
until the ghligatiogns of the board secured and to be secured
ty tha reserve fund are no longer outstandinge

Section 22. Additional funds and accountse The bwoard

~rb6~ He 733
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may in Its discretion establish additional reserves or other
funds or accounts necessarye desirablay or convenient to
further the accomplishment of the purposes of [this act] or
to comply with the provisions of any of its agreements or
resolutions.

Section 23. Investment. (1) Unless otherwise required
by a resolution or agreement of the boards the bhoard may
invest funds coming under its control pursuant to [this act}
in the same manner as permitted for investment of Ffunds
belonging to the state or hald by the sState treasurers

{2) Funds from several or all accounts may be combined
for investments and any interest earned shall be prorated
and credited to the various contributing accounts on the
basis of the amounts thereof investeds calculated according
to an average periodic balance or other generally accepted
accounting principlees Such proration must be calculated at
Teast once a year or upon a sveclfic request made to the
boarda

{3) All securities purchased by the board as an
investment remain in the custody of the state treasurer
until the same are sold, exchanged, retiredy or mature and
are paida

Section 24, Credit of state not pledgeds Dbligations
issued under the provisions of [this act] do not constitute

a liability or obligation or a pledge of the Ffaith and
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credit of the state but are payable solely from revenues or
funds of the board generated or received for purposes of
fthis act]s An obligation issued under ([this act] must
contain on the face thereof a statement to the effect that
the state of Montana is not liable on the oblligation and the
abligation is not a debt of the state and neither the faith
and credit nor the taxing power of the state is pledged to
the opayment of the principal of or the interest on the
ohligation.

Section 25. Sale or exchange of municipal securities.
(1) tHotwlithstanding any law applicable to or constituting
any limitaticn on the maximum rate of interest per vyear
payable on bonds or notes or to annual interest cost to
maturity of money borrowed or received upon issuance of
bonds or notess every local government unit is authorized to
contract to pay interest on or an interest cost per year for
money borrowed from the board and evidenced by its municipa?
securities purchased by the board without regard to any
statutory limitations as ¢to rate of linterest per year
payable or as to annual interest cost to maturity of money
borrowed by the local government unite Every 1ocal
government unit iS5 aJ3uthorized to contract with the board
with respect to the l1oan or purchases and the contract must
contain the terms and conditions of such loan or purchases

Every local government unit is authorized to pay fees and
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charges required tb be paig to the board for Its services.

{(2) Notwithstanding any 1aw applicable to ar
constituting  any Yimitation on the sale of bonds or notes
ercept the limitation on amount of bonded indebtednessy any
10¢at government unit may sell bonds or notes te the bvard
by private negotiated sales without limitation as to
denominatione The bonds or notes mdy be Fully reqistered or
registerable as to principal only or in bearer form or may
bear interest at the rate or rateses all in accordance with
this sectlion. The bonds or notes may be evidenced in the
marmer and may contain other provisions not inconsistent
with [this act] and may be sold to the board without
advartisement at the price or prices as may be determined,
all as provided in the proceedings of the goverriing body of
the local government unit pursuant to which the bonds or
notes are authorized to be issueds The geverning body of the
1ocal government unit may provide for the exchangé of coupon
bonds for fully registered bonds and of fully registered
bonds for coupon bonds and for the exchange of aay such
bonds after issuance for bonds of larger or smaller
denowmi nationss all in the manner provided in the proceedings
authorizing their issuvances The bonds in changed form or
denominations must be exchanged for the surrendered bonds in
the same aggregate principal amourits and in swch manner that

no overlapping interast is paid and the bonds in changed
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form or denominations bear interest at  the same rate or
rates and wmature on the same date or dates as the bonds for
which they are exchénqed. If any exchange is wmade under this
subsecztiony the bonds surrendered by the holders at the time
af the exchange must be canceleds The exchange may be made
only at the request of the holders of the bonds to be
surrerdereds The Tlocal' goverament unit may require alt
expenses incurred in connection with the exchange to be paid
by the holderse

Section 26« Care and custody of bonds purchassd by the
boards The board may:?

{1)  enter into agreements of contradts with a bank,
trust companyy or financial institutiony Inside ov outside
the states as may be necessarys desirabley of convenienty in
the apinion of the boards for rendering services in
connection with?

{a) the carey custodys or safekesping of municipal
bonds or other investments held or owned by the board
pursuant to [this act];

{b} the payment or collection of amounts payable as to
principal or interesti and

{c) the delivery to the board of municipal bonds or
other investments purchased by it or sold by it pursuant to
frhis act}s

{2} pay the cost of those services; and

~20- B 733
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{3) alsoy in connection with any of the services to be
rendered by a banke trust companyy or financial institution
as to the custody and safekeeping of its municipal) bonds or
investmantss require security iIn the form of collateral
bondsy surety agreementsy or Security agreements in such
form and amount ase in the opinion of the boards s
necessary or desirable.

saction Z7. Insurance or gquaranty. The board may
obtainy from a department or agency of the United States or
a nongovernmental insurery insurance or guaranty for the
payment or repayment of interest or principals or bothe or
any part of interest or principal on bonds or notes issued
by the board or on municipa) bondss bond anticipation notes,
or notes of local governmsent units purchased or held by the
baards

Section 28« Default In payment. If the board or local
government unit defaults in the payment of principal or
interest on an Iissue of notes or bonds after they become
duee whether at maturity or upon call for redemptions and
the default continues for 30 dayse or {f the board or locatl
governnent unit fails or refuses to comply with {(this act]
or defaults in an aqreement made with the holders of an
issue of notes or bondsy the holders of 25% of the aggregate
arincipal amount of the outstanding notes or bonds of that

issue have the righte upon proper application te a court of
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competent jurisdictions to have a <trustee appointed to
represent the holders of those notes or bonds for the
purposes provided in [this act].

Section 29« Powers and duties of trustee on defaulta
(1} A trustee appointed under [section 28] may:

{a) by civil action enforce all rights of the
notenslders or bondholders, including the right to reqguire
the board or Jocal gqovernment unit to collect ratess
chargesy and other fees and to coliect interest and
amortization payments on bonds and notes held by them
adequate to carry out a pledge of or an agreement as to the
ratesy chargesy and other fees and of the interest and
amortization payeentss and to require the board or local
goveriment wunit to carry out any other agreements with the
holders ¢f the notes or bonds and to perform theilr duties
under {this act];

{b) bring a civi) action upon the notes or bonds;

{c) by civil action require the board or tTocal
goverimant unit to account as if it were the trustee of an
express trust for the holders of the notes ar bonds;

{(d} by civil action enjoin anything that may be
unlaufu?l or in violation of the rights of the holders of the
notes or bondsj;

(e} declare all the notes or bonds due and payable

andey if @all defaults are made goody thens with the consent
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of th: helders of 25% of the principal amount aof the
outstanding npotes or bondsy annul the declaration and its
CONSAQUEeNCES

(2) The trusteay in additi&n-ta the powers stated in
subsection (1}s» has all the powers necessary for the
exerci se of functions specifically set out or incident to
the ageneral representation of bondholders or noteholders In
the eaforcement and protection of their rightse

(3} Before declaring the principal of notes or bonds
due oand payable, the trustee sust give 30 days® notice in
writing to the governors the attorney generals and the board
or local gevernment unit dafaulting.

Sectlion 30. Exemption from execution and sales Al
property of the board, other than its revesues or funds
received pursuant to [this act]s is exempt from levy and
sale by virtue of an execution, and no axecution or other
judicial process may issue against such propertys A judgment
against the board constitutes a charge or lien upon such
propartye

Section 31« Annual awdite ¢4 The board*s books and
records must be audited at least once each fiscal year HY_QR
AT _XHE_DIRECTION OF IHE.  LEGISLATLINE _AUDIIORe .THE. ACTUAL
COSIS_2E_THE _AURET SHALL. BE_PAID FROM JTHE BOABD!S.FUNDS.

t24-~Fhe--tegtstarive--euditor—-may-condvet—an-avdit-at

eny-~time--upon—-the--request-—-of-——the--~jagislative-——audie
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committeey

Section 32, Annual raports By September 1 of each
years the board shall publtish a financial repert for
distribution to the governory the 1legislaturey and the
publice. The report must include a statement of the board's
currest  financial peosition with respect to its acwiwities
under [this act)s a summary of it5 activities pursuant to
{this act} during the previous year {including a listing of
the Tscal governmental secyrities purchased by the hoardy a
Tisting of the bonds and notes sold by the boards and a
summary of the performance of any other investments of the
board®s funds received under [this act])s an estimate of the
levals of such actiwities for the next years aod 2
cosparison of such activities during the previous year with
the estimates of those activities that were made ia the
previsus armual report.

Section 33. Limitatlons on board"s power. Under [this
act] the board may not:

(1} make 1loans of wmoeney to any persons Firme or
corporation other than a 'ocal government unit or purchase
securities issued by any persons firme or corperatiaon other
than 3 local government unit as provided in [this act]i

(2) emit bills of credits atcept deposits of money for
tiwe or demand deposits engage in any form or mamer in the

condutt of any private or commercial banking businesss or
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act as a savings bank or savings and loan association;

(3) be or constitute a bank or trust company within
the jurisdiction or under the control of the state banking
boards the department of commerces or the comptroller of the
currency of the United States department of the treasury;

{%#} be or constitute @ banksy bankery or dealer in
securities within the meaning of or subject to the
provisions of any Securitiesy securities exchanges or
securities dealers Yaw of the United States or of this state
or of any other state.

FHERE-$S-A-NEW-MECA-SECTION-FHAF-REAGSs

Seetion-34v--Munieipat——Finance-guaranty-funde—t13-Fhe
moard-shali-ereate—a-munterpat-—finance——guaranty——funds——Fhe
fund-must—be-held-by-a-teustee-or-other-fiduetary-destgnated
by-the-boardv—Fhere-nust-pe-depesited-into-the-fund-amountsy
tnsncance—feesy-premtunsy-and-adeh-other-revendes—ond-as3ets
as-bhe-board-eonsiders-pecessory-to-comply-with~any-centroce
er--agreenent-—entered--into--py-the-besrd-under-fFaecetiona-%
through-294{e-Fhe-board-may-borrow-from-and--deposit-—¥n--the
nunteirpat--finance—guaranty-fund-dp-te—$2vS-mitiron-from-any
avairtapte-state—fundy—inekading-fundas-of-the--Montana——-board
af-housings

€24--Fhe--amounts-—in--the-fund-must-be-uvsed-to-sntisfy
any-etaim—resuiting-from-a-defauited-tonny-teaser--or—other

¢redit——ngreementys——Fhe—amounts-in-the-fund-may-stse-be-used
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for-any-ether~pdrpose-prescribed-by-the-board-in--accordonce
with——guaranty-contsacts-with-financiat-institutions-entered
+nto-pursgant-to-fsectiony-i-through+29jy—-inctuding--without
Fimieation-—the--preotectien——of-the-interest~of-the—board-+n
prejeeta-doring-periods-of-detrnquency-or-npon-defoutts
t3}--¥he-minimem-reserve-requirement-for-the--municipat
finance-guaranty —Ffond-mist—be—sdeh-a80unt—as-may—be-provided
tA--an-—aqreementy-reanlutrony-er-indenture-with—the-hotders
ef-bonds~-issued-under-fFacetiona-i-throogh-294jy-—-but-—-not——rn
extess-af-the-aggregate-annnst-poyments-due-ander-the—toanay,
}easesy-——or-other—eredit-agreenents-quaranteed-by—the-boards
Ne-}oany—teasey-or-other-credit-agreement-may-be-—quarsnteed
by--the--board—if--the--amount--of--money--avaitabie-in-the
munietpal-finrance-quanranty-—fund-—wontd--he~=fesa-=-thnn=-=the
mindMun-reserve-requirenents
t4)--in-~-—order-——to-——asure——the——garntenance-—of--the
manreipai-firnanee-guaranty-fondy—the-chaiermen-of-—the--bonrd
shotdy-—on--or-bhefore-September-i-tn-each-year-preceding-the
convening-of-the-teqistaturey-—detiver——to—the——governer—na
eartificate-stating-the-sumv—+f-anyvr-required-to-restore-the
munieiﬁgi~-Finanee-;guaraut1-—fund-—to-—the—-minimum—reserve
requirements—Fhe—governor-shati-—inctude-—in-——the--executive
budqet--submitted-—to--the--tegistatdre-—the-san-required-te
restore-the-minictpat-finance-guaranty-fund-to-—the--mrarmam

reserve-reqdirements
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t31--~ati--amcunta--reniteed: - ta- -she—-baard- —nnder-this
sectada-consttinte-tnans-tosthe-hanrd-and-myat-bhe-coapaig-—to
the-state-treasury-withoot- inkenast-feon-asvaskshhe -spereting

revenues--of-the-board-in—axsess—af T Prag-for-the

-

guarantee-—of-toanay

Section 34, Severability., [f a part aof this act is
invalids all valid parts that are severable from the invalid
part remain in effect. If a part of this act is invalid in
one or more of its applicationss the part remains in effect
in all valid applications that are severable from the
invalid applications.

Section 33. (oordination instructiony 1If either House

Bit) No. 100 or zz=- HOUSE 8il3 Mo, —ooo-FeE~11483 I9Q is

enacted by the 48th legislature and appraoved by  the
governors the definition of “hoard® in section 4 is changed
to the "Montana cconemic developasent boarg"™ and an
references to the "board®” in this acty except the reference
to the board of investments in subsection (5) of section 21
mean the Moptana economic development boarde The bracketed
language in  subsection (5) of section 21 is effective onky
if either House Bill Mo. 100 or —=== HIUSE 8ill Nos —o==—fk€
++493 700 is enacted. by the 4Bth Yegislature and approved by

the governoras
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STATE AUBLISHING CO NELENA MOMTANA v

April 12' 1983 ....................................................................

CONFERENCE COMMITTEE ON
AMENDMENTS TO HOUSE BILL 733
- (Report No. 1, 1:00 p.m.)

Mr. Speaker{
We, your conference committee on amendments to House Bill 733,
met and considered Senate Local Government Committee amendments to

the third reading copy (blue). We recommend as follows:

That the House accede to Senate Local Government Committee
amendment numbers 1, 2 and 3; and

That this Conference Committee report on House Bill 733
be adopted.

FOR THE HOUSE:
airman ‘Sfor;, Cha{zzan

: | H ond o
Hafbej//// I Towe

FOR THE SENATE:




