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A BILL FOil AN ACT ENTJTLEDo •AN ACT TO PIIOVJOE FOil 

CONSOLIDATED FINANCING OF LOCAL PUBLIC EXPENDITURES BY 

AUTHORIZING THE BOARD OF INVESTMENTS TO LEND HONEY TO 

~NICIPALITIES 011 OTHER PUBLIC BODIES THROUGH THE PURCHASE 

OF THEIR SECURITIES BY THE BDAKDI TO AUTHORIZE THE BOARD TO 

RAISE MONEY FOR SUCH LOANS BY ISSUING ITS OWN BONDS AND 

NOTES PAYABLE OUT OF LOAN REPAYMENTS.• 

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

Section lo Snort title• (Tnls act] shall be known and 

.ay be cited as the •Municipal Finance Consolidation Act of 

1983•. 

Section 2. Policy and purpose. (11 It Is the policy of 

tha state of Montana to: 

(a) foster and proaote, by all reasonable •eanso the 

provision of efficient capital aarkets and facilities for 

borro~lng ~ney by counties• cities. towns, schocl 

districts, special taKing districts• and other public bodies 

to pay for capital l•proveaents and other needs as otherwise 

authorized by Ia~; and 

(b) reduceo to tne 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 

choice In the aarketing of their debt securities sa as to 

•inimize •arketing costs and Interest rmtas. 

(21 It Is the purpose of [this act] to promote the 

policies stated In subsection (l) by: 

(a) creating a aeans for public bodies to poolo In 

effect 9 the debt Instruments they are otherwise authorized 

to offer far sale to tne lnvest.ant coaaunlty In order to 

obtain economies of scale and reduce aarketing and interest 

costs; and 

(b) providing additional security for the payaent of 

bonds and notes held by Investors and thereby further 

reducing Interest costs. 

Section 3. Liberal construction. [This act] and the 

powers granted In (this act] aust be liberally construed to 

effectuate tne policies and purposes stated in [this act]. 

Section ~. Definitions. As used In (this act]• the 

following definitions apply: 

(1) •Board• ~eans the board of lnvest•en~s created in 

2-15-1005. 

(Z) •DepartMent• .aans the depart.ent oY co .. erce 

created in 2-15-1801. 

(3) •Local govern•ent unit• Means any •unicipal 

corporation or political subd1vlslon of the state, including 

without ligitation any city, townt county, school district, 
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or other special taxing district• 

(~) •Reserve fund• •eans the aunlclpal 

LC O't71t/01 

finance 

consolidation act reserve fund created in (section 21]• 

Section 5. Board of lnvest .. nts to l~le .. nto The 

board of lnvast.ents .ay .ake and enforce orders, rules, and 

bylaws that are necessary or desirable for the 

laple8entatlon of {this act}. 

Section 6o Bonds• bond anticipation notes, and notes 

of the board. Ill The board aay by resolution• froa ti•e to 

tiaeo Issue negotiable notes and bonds to finance loans or 

refinance its loans to local governaent units and Its 

purchases of their bonds and notes, to establish or 

replenish reserves securing the pay .. nt of Its bonds and 

notes, and to finance all other expenditures of the board 

Incident to and necessary or convenient to carry out (this 

act). 

(21 The board .ay by resolutiono froa tlae to tl .. : 

(a) issue notes to renew notes and bonds to pay notes, 

including Interest; 

(b) whenever It considers refunding expedlento refund 

any bonds by the issuance of new bondso whether the bonds to 

be refunded have or have not aetured; and 

(cJ issue bonds partly to refund bonds outstanding and 

partly for any of its other purposes. 

(3) The board aay by resolution, froe tl .. to tl .. , In 
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anticipation of the sale of its securities under this 

chapter• Issue teMporary notes and renewal notes. 

('tl except as otherwise expressly provided by 

resolution of the board• every Issue of its notes end bonds 

shell be an obligation of the board payable out of any 

revenues, asse~ay or •oney of the boarde subject only to 

agreeeents with the holders o~ particular notes or bonds 

pledging particular revenues, assetse or ~ney. 

(51 The notes and bonds aust be authorized by 

resolutions of the board, shall bear e date, and shall 

•ature at tlaes as the resolu~ions provide. The bonds •ay 

be issued as serial bonds payable 1n annual installaents or 

as term bonds or as a combination thereof. The notes and 

bonds shall bear Interest at a rate or rates; be In 

deno•inatfons; be in a for•• either coupon or registered; 

carry registration privileges; be executed In a .. ~er; be 

payable In a eadiua of payaent, at places Inside or outside 

the state; and be subject to teres of re~tlon as provided 

in resolutions of the board. The notes and bonds of the 

board aay be sold at public or private sale at such prlceso 

which aay be above or below par, as are deterelned by the 

board. 

Section 7• Participation voluntary. Use of the 

financing aechanlse created by (this act} Is entirely 

voluntary• and no local govern•ent unit •ay be required to 
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sell Its bondso bond anticipation notes, or notes to the 

boa~d. 

Section 8. Ll•ltatlons on a.aunts• The board •ay not: 

(1) aake any loans to or purchase the bonds or notes 

of any single local governaent unit In an aaount greater 

than S150oOOO per single loan. bond lssueo or note1 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 fund or refund other 

outstanding bonds or notes) to exceed $10 ellllon. 

Section 9. Purchase of anticipation notes. 

Notwithstanding any other provision of law. a local 

governaent unit •ay issue and the board ••Y purchase notes 

in anticipation of an otherwise authorized sale of •unicipal 

securities. In connection with any purchase of anticipation 

notes, the board •ay by agreeaent. wl th the 1 ocal gover-nt. 

unit ispose terms, conditions, and lleit.at.lons that In the 

board•s opfnion are proper under the circu.stances and for 

the purposes and security of the board and the holders of 

its bonds OT notes. 

Section 10. Refunding obligations. (11 The board •ay 

provide for the issuance of refunding obligations for 

refunding any obligations 

Issued under [this act], 

then outstanding that. have been 

Including the payeent of any 

rede~tion premiu• and anr interest accrued to or to acerue 
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to the data of rade•ptlon of the obligations. The issuance 

of obllgatlonso the aaturlties end other details, the rights 

of tha holders, and the rights, duties, and obligations of 

the board are governed by the appropriate provisions of 

[this act] that relate to the Issuance of obligations. 

(2) Refunding obligations issued as provided In 

subsection (1) •ay be sold or exchanged for outstanding 

obligations Issued under [this act]• The proceeds of 

refunding obligations •ay be applied to the purchase, 

rede~tlon, or pay•ent of outstanding obligations. Pending 

the application of the proceeds of refunding obligations, 

with other available fundst to the payaent of prlncipalo 

accrued interest• and any rede•Ption pre•lu• on the 

obligations being refunded ando If peraltted In the 

resolution authorizing the issuance of the refunding 

obligations or in the trust agreeeent securing th .. t to the 

payaent of Interest on refunding obligations and expenses In 

connection with refunding, the proceeds of refunding 

obligotlons aay be Invested as provided in Title llo chapter 

6. 

Section 11. Additional powers of the board. In 

addition to all other po~ers conferred on the board by (t.hls 

act] or any other law. the board has the power: 

(11 to purchase or hold auniclpal bonds, bond 

anticipation notes 9 or notes at prices and In a .anner the 
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board considers advisable; 

(2) to sell •unicipal bondst bond anticipation notes, 

or notes acqul~ed or held by It at prices without ~elation 

to cost and in a .anner the board considers advisable; 

(31 to Invest ~unds o~ money acquired by the boa~d as 

provided in (section 23); 

('tJ to prescribe the ~or• ~application or procedure' 

required of a local govern.ent unl~ for a loan or purchase 

of Its municipal bonds1 bond anticipation notest or notes; 

fix the terms and conditions of the loan or purchase; and 

enter into agree•ents with local govern••nt units with 

respect to loans or purchases; 

(5) to render services to local govern•ent units in 

connection with public or private sales o~ thei~ •unlclpal 

bonds, bond anticipation notes, or notes that are eligible 

for purchase br the board under [this act}• including 

advisory and other services, and charge the local govern .. nt 

units for such services; 

(6) to charge for its costs and services In reviewing 

or acting upon a proposed loan to a local govern .. nt unit or 

a proposed purchase by the board of aunlcip•l bonds, bond 

anticipation notes9 or notes of the local governaent unit, 

whether or not the loan is ••de or the •uniclpal bonds. bond 

anticipation notes, or no~es are purchased; 

(71 to ~iK and establish ter•s• Interest rates, and 
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provisions with respect to e purchase of .unicipal bondst 

bond anticipation 

(a) the date 

notes. or notes by the board, Including: 

and aaturitles of the bonds• bond 

anticipation notes, or notes; 

(b) provisions as to rede•ptlon or pay•ant before 

~aturity; and 

(c) any other •attars judged by the board to be 

necessary. desirable, or advisable for the purchase or loan; 

(BJ In connection with any loan to a local governaent 

unit or purchase of aunicipal bonds• bond anticipation 

notes, or notes of a local govern•ent untt, to consider: 

(a) the law~ulness and validity of the purpose to be 

served by the loan or purchase; 

(b) the ability of the local govern~nt unit to secure 

borrowed eoney froa other sources and the costs thereofi 

(c) the ability~ the local govarn .. nt unit ~o repay 

the loan, notes, or bonds; 

(d) the priority o~ need for the particular public 

i•prowe•ent or purpose to be financed; and 

(a) varying the teras and conditions of its loans or 

purchases as between varfous local govern .. nt units in 

accordance with their respective priorities and credit 

Northiness; 

(9) to conduct exaalnatlons and hearings and to hear 

testl•ony and take proof• under oath or afflr•ation, at 
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public or private hearings, on any aattar •aterlal to Its 

lnfor•atlon and necessary to carry out (this act]J 

(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 appolnto e~loyo or contract for the services 

of officers, eaployeas, agents• financial or professional 

advisers. and attorneys and to pay such co•pensation for 

their seryices as the board .ay deter•lneJ 

( 12) to proc;ure Insurance against any losses in 

connection with its property, operations. or assets In such 

a110unts and froM such insurers as it considers desirable; 

(13) to the extent per•itted under its contracts with 

the hGlders of bonds or notes of the board, to consent to 

.edification of the rate of interesto the tl.a for pay .. nt 

of any install .. nt of principal or Interest• or the security 

for any other ter• of a bond, bond anticipation nata. note, 

contract, or agree•ent of any kind to which ~he board is a 

puty; and 

(14) to do all acts and things necessary, convenlento 

or desirable to carry out the powers expressly granted or 

necessarily iaplled in [this act]. 

Section 12. Provisions of bond resolutions• A 

resolution authorizing notes or bonds or any Issue thereof 

aay contain provisions that aust be a part of the contract 
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or c~tracts with the hOlders thereof as to• 

(11 pledging all or any part of the revenue or funds 

of the board to secure the payeent of the notes or bonds or 

of any issue thereof• subject to existing agree.ents with 

noteholders or bondholders; 

(Z) the setting aside of reserves for sinking funds In 

the possession of trustees, paying agents, and other 

depositories and the regulation and disposition ther.af; 

(31 ll•ltatlons on the purpose for which the proceeds 

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

of the proceeds to secure the payeent of the notes or bonds 

or of any issue thereof! 

(~I li•itations on the Issuance of additional notes or 

bonds• the teras upon which additional notes or bonds may be 

Issued and secured• and the refunding of outstanding notes 

or bo~ds; 

(5) the procedure, If anyo by which the teras of any 

contract with noteholders or bondholders •ay be a•endad or 

abrogated• the a•ount of notes or bonds the holders of which 

•ust consent thereto• and the .anner in ~hich such con5ent 

may be givent 

(6) a co•mitaent to ••ploy adequate and co•petent 

personnel at reasonable co•pensation9 salaries. fees, and 

cha~ges as •ay be deteralned by the board In conjunction 

with the departMent and to eaintain suitable facilities and 
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servt:es far the purpose of carrying out Its prograas; 

(7J vesting In a trustee such property, rights. 

powerst and duties In trust as the board determines; and 

C8J defining the acts or o•issions 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 re•edles of the holders of the notes or bonds In the 

event of such default, including as a •atter of right the 

appointment of a recetver• Rights and re.adies ~Y not be 

inconsistent with the laws of this state and the other 

provisions of [this act]. 

Section 13• Yalldlty of pledge. A pledge by the board 

Is valid and binding fro• the ti.a the pledge Is •ade• The 

revenues, •oney, or property pledged and thereafter received 

by the board Is ; .. edlately subject to the lien of the 

pledge without any physical delivery thereof or further act• 

The lien of any pledge Is valid and binding against all 

parties having clai•s of any kind in tort, contract• or 

otherwise against the boardt irrespective of whether such 

parties have notice thereof. Neither the resolution nor any 

other instru.ant by which a pledge is created need be 

recorded. 

Section 1~. Nonl8pelr .. nt by the state. In accordance 

wlth the constitutions of the United States and the state of 

Montana, the state pledges that It will not in any way 
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impair the obligations of any agree~nt between the board 

and a local govern•ent unit or be~ween the board and the 

holders of notes and bonds Issued by the board~ Including 

but not li•ited to an agreeMent to administer a loan program 

financed by the issuance of bonds and to e~loy a staff 

sufficient and coMpetent for this purpose. 

Section 15. Trust Indenture. (1) In the discretion of 

the boardt the bonds or notes of the board •ay be secured by 

a trust indenture betwe@n ~he board and a corporate trustee, 

which •ar be a trust company or bank having the power of a 

trust company inside or outside the state. A trust 

indenture 

enforcing 

•ay contain 

bondhol ders• 

provisions 

rights 

for protecting 

and re•edies that 

and 

are 

reasonable and proper and not in violation of la•• Including 

covenants setting fortn the duties of the board In relation 

to the exercise of its powers and the custody• safeguarding• 

and application of all .oner• The board ••r provide by a 

trust indenture for the pay•ant of the proceeds of the bonds 

or notes and the revenue5 to ~he trustee under the trust 

Indenture of another depository and for the •ethod of 

dlsburseaent, with safeguards and restrictions It considers 

necessary. 

(2) All expendltur•s Incurred In carrying out a trust 

indenture ••Y be treated as part of the general overhead 

cost of the board· 

-12-
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Section l6o Pres~ptian of validity• After Issuance. 

all bands or notes of the board are conclusively presu.ad to 

be fully authorized by and Issued under all the laws of thi$ 

state and any person or govarn.efttal unit Is estopped fr~ 

questfoning their proper authorization, sale, Issuance, 

execution• or delivery by the boardo 

Section 17• Signatures of board .. aberso If any of the 

board ••~ers whose signatures appear on notes or bonds or 

coupons cease to be .. ~ers ·before the dellvar, of the no~es 

or bonds, their signatures shall nevertheless be valid and 

sufficient for all pu~poses as if the ~mbars had re~lned 

In office until delivery. 

Section l8o Negotiability of bonds or notes. 

Notwithstanding any other provisions of law, a bond or note 

issued under this chapter Is fully negotiable for all 

purposes of the Unlfora co .. ercial Code• Title 30• chapters 

1 th~ough 9, and a holder or owner of a bond or note or o~ a 

coupon appurtenant to Itt by accepting the bond, no~e, or 

coupon, is conclusively presu .. d to have agreed that the 

bond• note• or coupon Is fully negotiable for all purposes 

of tha Unlfor• Co ... rclal Codeo 

Section 19. Bonds or notes as legal i nvast~~ents• 

Notwithstanding the restrictions of any other law. all 

banks• trust coapanie59 savings banks and Institutions. 

building and loan assocfationst savings and loan 
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assoclatlons9 InvestMent ca.panies. and other per5ons 

carrying on a banking business. all Insurance co.panies• 

insurance associations, and other persons carrying on an 

insurance business, and all executors, ad•inistrators. 

guardians. trustees, and other fiduciaries aay legally 

invest sinking funds. .aney, or other funds belonging to 

theM or within their control In bonds or notes Issued under 

[this act]. 

Section 20. Tax exeapt1on of bonds. Bonds• notes• or 

other obligations issued by the board under [this act]• 

their transfer• and their inco.e (Including any profits aade 

on ~~elr sale) are free fro~ taxation by the state or any 

political subdivision or other lnstru.entallty of the state, 

excepting inheritance, estate, and gift taxes. The board is 

not required to pay recording or transfer fees or taxes on 

instru•ents recorded by it. 

Section 21. Reserve fund. ( 1) The board shall 

establish and •aintain a municipal finance consolidation act 

reserve fund9 to which there shall be deposited or 

transferred: 

tal all money appropriated by the legislature for the 

purposas of the fund in accordance with the provisions of 

subsection (4); 

(bl all proceeds of bonds required to be deposited In 

the fund by terMs of a contract between the board and its 
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bondholders or a resolution of the board with respect to the 

proceeds of bonds; 

(cJ the proceeds of any bond Issue of the state that 

Is authorized for such purpose; 

(d) all other .oney appropriated by the legislature to 

the reserve fund; and 

(e) any other .oney or funds of the board that it 

decides to deposit In the fund. 

(2) All .oney held in the reserve fund shall be used 

solely for the pay .. nt of the principal of or interest on 

the bonds or notes secured In whole or in part by the fund 

or the sinking fund payeents Nith respect to the bonds or 

notes, the purchase or redeMption of the bonds or notes, the 

pay..nt of Interest on the bonds or notes, or the pay .. nt of 

any redeeptlon pr .. lum required to be paid Nhen the bonds or 

notes are redeeMed prior to •aturlty. Money in the reserve 

fund eay not be NithdraNn at any tlaa In an a.aunt that 

reduces the fund to an a.ount less than the su• of •lniau• 

reserve requlre.ants established In the resolutions or 

Indentures of the board for the fund except• with respect to 

bonds or notes secured in whole or in part by the fund, for 

the purpose of •eking pay .. nt when due of principal, 

Interest, rede8ptlon pre•lu••• and sinking fund payaants for 

the oayaant of which other .oney pledged Is not available. 

(3) Money In the reserwe fund In excess of ~he 
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required reserve aay be withdrawn at any tl~ by the board 

and transferred to another fund or account of the board 

es~ablished for purposes of (this act)• but not to any other 

fund or account• 

1~1 In order to assure the .alntenance of the required 

debt servJce reserve In the reserve fund, the legislature 

may appropriate to ~he board for deposit in the fund the 

su•, certified by the chair.an of the board to the governor 

and to the legislature, that Is necessary to restore the 

fund to an a.aunt equal to the required debt service 

reserve. Nothing in this subsection creates a debt or 

liability of the state. 

(51 Notwithstanding any provision of Title 17• chap~er 

h the board of lnvestaants ""'1' lend eoney for deposit to 

the reserve fund in an a.aunt equal to any deficiency In the 

required debt service reserve. The loans shall be .ad• on 

such reasonable teras and conditfona as the board considers 

proper [and as may be agreed upon between the board and the 

board of investeents], Including without llaltatlon ter•s 

and conditions providing that the loans need not be repaid 

until the obligations of tha board secured and to be secured 

by the reserve fund •~• no longer outstanding. 

Section 22. Additional funds and accounts• The board 

aay In Its discretion establish additional reserves or other 

funds or accounts necessary, desirable, or convenient to 
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further the aCCQMplish•ent of the purposes of [this act) or 

to conply with the provisions of any of its agr ... ants or 

re6o1u~fons. 

Section 23. lnvest.ant. (1) Unless otherwise required 

by a resolution or agree .. nt of the boardt the board •ay 

invest funds coalng under its control purswant to (this act) 

in the sa•e .anner as per•ltted for lnvest.-nt of ¥unds 

belonging to the state or held by the state treasurer. 

[2) Funds fro• several or all accounts may be coabined 

for inW@st•ent. and any interest earned shall be prorated 

and credited to the various contributing accounts on the 

basis of the amounts thereof Invested, calcwlated according 

to an average periodic balance or other generally accepted 

accounting principle. Such proration .ust be calculated at 

least once a rear o~ upon a specific request •ade to the 

board. 

[31 All securities purc~sed by the board as an 

inves~•ent re•ain 1n the custody of the state treasurer 

until the saae are sold• exchanged• retired• or 

are paid. 

•atura and 

Section 2~. Credit of state not pledged. Dbllg~tions 

issued under the provisions of [this act) do not constitute 

a liability or obligation or a pledge of the faith and 

eredlt of the state but are payable solely fro• revenues or 

funds of the board generated or received for purposes of 
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(this >Ct]• An obligation issued under [this act) must 

contain on the face thereof a state.ent to the e~fect that 

the state of "ontana 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 pledged to 

the pay•ent of the principal of or the Interest on the 

obligation. 

Section 25• Sale or exchange of •uniclpal securl~ies. 

(1) NOtwithstanding any law applicable to or constituting 

any li•itatlon on the •axl.u• rate of Interest per year 

payable on bonds or notes or to annual interest cost to 

•aturlty of money borrowed or received upon Issuance of 

bonds or notes, every local govern.en~ unl~ ts authorized to 

contract to pay Interest on or an interest cost per year for 

•oney borrowed froa the board and evidenced by its •unielpal 

securities purchased by the board without ragard ~o any 

statutory ll•lt•tlons as to rate of Interest per yaar 

payable or as to annual interest cost to •aturlty of •oney 

bor,.-owed by the local government untt. 

govern•ent unit is authortzed to contract with 

Every 

the 

local 

board 

with respect to the loan or purchase. and the contract •ust 

contain the terMs and conditions of such loan or purchase. 

Every local government unit Is authorized to pay tees and 

charges required to be paid to the board for its services. 

(2) Notwithstanding any law applicable to or 
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constituting any ll•ltatlon on the sale of bonds or notes 

except the llaltatlon on a~nt of bonded Indebtedness. any 

local gowern .. nt unit aay sell bonds or notes to the board 

by Drlwate negotiated sale. without llaltatlon as to 

denoalnatlono The bonds or notes .. y be fully registered or 

registerable as to principal only or Jn bearer for• or •ay 

bear interest at the rate or rates, all in accordance wl~h 

this sec~ion. The bonds or notes •ay be evidenced In the 

.anner and .ay contain other provisions not inconsistent 

with [this act] and aay be sold to the board without 

advertise•ent •t the price or prices as •ay be deter•lned, 

all as provided in the proceedings of the governing body of 

the local gowernaent unit pursuant to whiCh the bonds or 

notes are authorized to be Issued. The governing body of the 

local govern.ant unit aay provide for the exchange of coupon 

bonds for fully registered bonds and of fully registered 

bonds for .:oupon bonds and for the exchange of any such 

bonds after issuan<:e for bonds of larger or s .. 11er 

denOIRnatlons• all In the aanner provided in the pro<:eedlngs 

authorizing their issuan<:eo The bonds In changed fora or 

deno•inatlans •ust be exchanged for the surrendered bonds in 

the sa•• aggregate principal ••ounts and In such •anner that 

no overlapping Interest Is paid and the bonds In changed 

for• or deno•lnations bear Interest at the sa .. rate or 

ra~es and •ature on the sa.a date or dates as the bonds for 
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which they are exchanged. I~ any exchange Is aade under this 

subsection, the bonds surrendered by the holders at the time 

of the ex,hanga •ust be canceled. The exchange aay be .ade 

only at the request of tha holders of the bonds to be 

surrendered. The local govern.ent unit .ar require all 

expenses Incurred in connection with the exchange to be paid 

by the holders. 

Section 26• tare and custody of bonds purchased by the 

board. The board .ay: 

(1) enter into agreeaents or contracts with a bank• 

trust ~o•pany, or financial institution• Inside or outside 

the statet as .ay be necessary, desirable, or convenient, in 

the opinion of the board• for rendering services in 

connection with: 

(a} the care. custody, or 

bonds or other invest.ants held 

pursuant to [this act}l 

safekeeping of aunlcipal 

or owned by the board 

(b) the pay .. nt or collection of aaounts payable as to 

principal or Interest! and 

(c) the delivery to the board of aunlclpal bonds or 

other lnvest .. nts purchased by It or sold by It pursuant to 

(this act}; 

(2) pay the cost of those services; and 

(31 also, In connection with any of the services to be 

rendered by a bank• trust coapanyo or financial Institution 
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as to the custody and safekeeping of Its ~nlclpal bonds or 

lnvest•ents, require security In the for• of collateral 

bonds, surety agree .. nts 9 or security agrae .. nts in such 

for• and a.aunt as• In the opinion of the boardo Is 

necessary or desirable. 

Section 27. Insurance or guaranty• The board •ay 

obtaiRt fro• a depart.ent or agency of the United States or 

a nonqovernaental insurer. insurance or guaranty for the 

payMent or repayaent of interest or principal• or both, or 

any part of interest or principal on bonds or notes issued 

by the board or on ~niclpal bondso bond anticipation notes, 

or notes of local govern-ant units purchased or held by the 

board. 

Section 28. Default In pay•ent. If the board or local 

govern•ent unit defaults In tha pay•ent of principal or 

interest on an issue of notes or bonds after they beco.e 

due, •hether at .aturity or upon call for rede•ption. and 

the default continues for 30 days, or If the board or local 

government unit fails or refuses to co.ply with (this act] 

or defaults in an agreeaent aade with the holders of an 

issue af notes or bonds• the holders of 25* of the aggregate 

principal a.ount of the outstanding notes or bonds o~ that 

issue have the right• upon proper ap~lication to a court of 

co•petent jurisdiction. to have a trustee appointed to 

represent the holders of those notes or bonds for the 
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purposes provided In [this act]. 

Section Z9. Powers and duties of trustee on default• 

(1) A trustee appointed under (section 28] eay• 

(a) by civil action enforce all rights of the 

noteholders or bondholders. Including the right to require 

the board or local 

charges., and other 

a.artlzatlon pay~nts 

gowernaent unit to collect ~ate5~ 

fees and to collect Interest and 

on bonds and notes held by th .. 

adequate to carry out a pledge of or an agree .. nt as to the 

rates. charges, and other fees and of the Interest and 

amortization pay.ents. and to require the board or local 

govern•ent unit to carry out any other agree•ents with the 

holders o~ the notes or bonds and to perfor• their duties 

under [this act]; 

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

(c) by civil action require the board or local 

government unit to account as If it were the ~rustee of an 

express trust tor the holder$ of the notes or bonds; 

(d) by civil action ~"join anything that •ay 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 

and• if all defaults are ~ade goud• then. with the consent 

of t~e holders of 25* of the principal a.aunt of the 

outstanding notes or bonds, annul the declaration and Its 
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consequences. 

(ZI The trustee, In addition to the powers stated In 

subsection (lJe haa all the powers necessary for the 

exercise of functions specifically set out or lncidQnt to 

the general representation of bondholders or noteholders in 

the enforca.ant and pro~ec~lon of their rightS• 

(3) Before declaring the principal of notes or bonds 

due and payable, the trustee MUSt give 30 days• notice in 

writing to the governor, the attorney general, and the board 

or local govern.ant unit defaulting. 

Section 30. Ex~ion fra. execution and sale. All 

property of the board, other than its revenues or funds 

received pursuant to [this act]o Is exe~t froa levy and 

sale by virtue of an execution, and no execution or other 

judicial process may Issue against such property. A judgaent 

against the board cons~i~utes a charge or lien upon such 

property. 

Section 31o Annual audit. (1) The board's books and 

records •ust be audited at least once each fiscal year. 

(Z) The legislative auditor aay conduct an audit at 

any tlae upon the request of the~ 

co-itt;ee. 

legislative audit 

Section 3Zo Annual report. By Septeaber 1 of each 

yearo the board shall publish a financial report for 

distribution to the governor, the leglslatureo and the 
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public. The repor~ .ust include a state .. nt of the board•s 

currant financial position with respect to Its activities 

under [this act]• a suaaary of Its activities pursuant to 

[~his act] during the prevlaus year (including a listing of 

the l?cal govern~ntal securiti•s purch~s•d by the board• a 

listing of the bonds and notes sold by the board• and a 

su••ary of the perfor•ance of any other invest-ants of the 

board•s funds received under [this act])• an esti•ate of the 

levels of such activities for the next year, and a 

co•parison of such activities during the previous year with 

the esti•ates of those activities that ware made In the 

previous annual report. 

Section 33. Ll•itations on board•s power. under {this 

act) the board aay not: 

(1, •ake loans or •oner to any person, fir•• or 

corpora~ton other than a local govern .. nt unit or pu~chase 

securities issued by any person, fir• 1 or corporation other 

than a local governaant unit as provided In [~his act]; 

(21 emit bills of credlto accept deposits of aoney fQr 

~IDe or deaand deposito engage In any fora or aanner In the 

conduct of any private or co-.ercJal banking business, or 

act as a savings bank or savings and loan assoeJation; 

(31 be or constitute a bank or trust co•pany within 

the jurisdiction or under the control of the state banking 

boardo ~he departMent of co ... rc•• or the coaptroller of the 
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(4) 

securities 

be or constitute a bank• 

within the meaning 

banker~ or dealer 

of or subject to 

In 

the 

provisions of any securities, securities exchange. or 

securities dealers law of the United States or of this state 

6 or of any other state. 

1 Section 3~. Severability. If a part of this act is 
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invalid, all valid parts that are severable fro• the invalid 

part reMain in effect. If a part of this act is invalid in 

one or more of its applications, the part remains in effect 

in all valid applications that are severable fro• the 

invalid applications. 

Section 35. Coordination instruction. If either House 

Bill No. 100 or __ Bill No. ___ [LC 1148] is enacted by 

the 4ath leqislatu~e and approved by the governory the 

definition of wboar~• in section ~ is changed to the 

·~ontana economic dev~lopment board• and all references to 

the "~oard• in this act. except the reference to the board 

of investments in subsection (5] of section 21• mean the 

~ontana economic development board. The bracketed languaqe 

in subsection (5) of section 21 is effective only if either 

House Sill No. 100 or ____ Bill No. ____ (LC 1148] is 

enacted by the 48th legislature and approved by the 

governor. 

-End-
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HOUSE BILL NO• 733 

Approved bj· Committee 
on Economic Development 

I~TROOUCED BY BENGTSO~. TOWE 

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

CONSOLIDATED FINANCING OF LOCAL PUBLIC EXPENDITURES BY 

AUTHORIZING THE BOARD OF INVESTMENTS TO LEND HONEY TO 

~UNIC!PALITIES OR OTHER PUOLIC BODIES THROUGH THE PURCHASE 

OF THEIR SECURITIES 6Y THE BOARD; TO AUTHORIZE THE BOARD TO 

RAI~E HONEY FOR SUCH LOANS BY ISSUING liS OWN BONOS AND 

NOTES ~AYABLE OUT OF LOAN REPAYHENTSi _ _A~__eaQ~~ 

l~e~Dl!If_ff£E,IlXf-DAif·• 

SF. IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA: 

~ectlon 1. Short title. [This act] shall be known and 

may be cited as the ·~unicfpal Finance Consolidation Act of 

19113•. 

Section z. Policy and purpose. (1) It is the policy of 

the state of Montana to: 

(a) foster and pro~ote, by all reasonable meanst the 

provision of e~ficfent caoital markets and facilities for 

borro'4ing mon~y by counti est cities, ~owns, school 

districts. special taxing districts, and other public bodies 

to pay for capital improvements and other needs as otherwise 

authorized by law; and 

(b) reduce 9 to the extent possible9 costs of locdl 
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public indebtedness to taxpayers and residents by affording 

public budies an appropriate degree of flexibility and 

ct.oice in the marketing of their debt securities so as to 

minimize marketing costs and interest rates. 

121 I~ is the puroose of [this act] to pro.note tne 

policies stated in subsection (1) by: 

(a) creatinq a means for public nodies to pool, in 

effect, the debt instruments they are otherwise authorized 

to off@r 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 ~urther 

reducing interest costs. 

Section 3. Liberal construction. [This act) and the 

powers qranted 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], the 

following definitions apply: 

(1) •Board" means the board of inve~tments created in 

2-15-1005· 

(21 "Department• means the department of com~erce 

creatad in 2-15-1801• 

(3) •Local qovernment unit• means any •unicipal 

corporation or political subdivision of the state. incluaing 

-2- H~ 733 
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with~~t 1i~ltation any city• ~OWn• county. school district, 

or ot~er specfal taxing district. 

( ft J ·~eser.ye fund" means the municipal fin-ance 

consolidation act reserve fund created in [section Zl]• 

Section s. Board of investments to implement. The 

board of' lnvest11ents may tnCJ.ke aod enforce orders, ru-les, and 

bylaws that are necessary or desirable for the 

impleMentation of [this act]. 

Section 6. Bonds, bond anticipation notes. and notes 

of' the board. (l) The board may by resolution, from time to 

time, issue negotiable notes and bonds to finance loans or 

refin3~ce its loans to local gov~a.ent ~ntts and its 

purchases of their bonds and notes, to establish or 

rep1-e;,i sh reserves securing the pa.yment of Its bonds and 

notes, and to finance all other expenditures of the board 

incident to and nece$Sary or con~enient to carry out [this 

act }• 

( l) The board ·•ay by ... esolut--ion. from ti.me to ti•e: 

(a) issue notes to renew notes and bonds to pay notes, 

including interest; 

(b) when4ve ... It considers refunding expedient~ refund 

any bonds by the Issuance of new bonds, .whether the bonds to 

be refunded have or have -not •etu~ed; and 

(c) issue bonds partly "t:o- .f'e-f.und ·.bonds -outstanding and 

part.)y for any of its othe,. pUJi:PP~es. 
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? 

4 

5 

6 

7 

a 

9 

1(1 

11 

12 

13 

14 

15 

16 

17 

18 

19 

zo 

21 

22 

23 

24 

25 

liB 0733{02 

{3) The board may by resolution .. from ti111e to time~ in 

anticipation of the sale of its securities under this 

chapter• issue temporary notes and renewal notes. 

(lf.J Except as otherwise expressly provided "Y 

resolution of thP. boa~d, every issue of its notes and oonds 

shal J be an obligation of the board payabt e out of any 

reven-.Jes. -assets, or money of the board~ subject only to 

aoree~ents with the holders of DRrticular notes or bonds 

pledging particular revenues~ assets, or money. 

( 5) The notes and bonds must be authorized by 

resolutions of the board, shall bear a date, .and sha 1 l 

mature at times as ~he resolutions provirl~· The bonds may 

be is"iued as serial bonds payable in annual installments or 

as term bonds or as a combination thereof. Th~ notes and 

bonds shall bear interest at a rate or rates; be in 

denominations; be in a for~, either coupon or registered; 

carry registration privileges; be executed in a manner; be 

payable in a illedium of paytnent~ at places inside or outside 

the state; and be subject to terms of rede~otion as providea 

in resolutions of the board• The notes and bonds ot the 

board may be sold at public or private saJe at such prices, 

which ~ay be above or below par. as are determined oy the 

l:loar.d. 

section 1. Participation voluntary. use of t:.he 

financing mechanism created by [this act] is entirely 

-4- HB 733 
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voluntary, and no local governm~nt unit say be requireo to 

s~ll its bonds, bond anticipation no~es, 

board. 

or notes to the 

Section a. limitations on aMounts. The board may not: 

(1) make any loans to or purchase the oonds or notes 

of 3ny single local government unit in an a~ount greater 

than ti5Qy998 1~QQ£QQQ per single loan, bond Issue, or note; 

or 

(2) issue any bonds or notes that cause the total 

outstanding Indebtedness of the board under [this act] 

(e~ceot for oonds or notes issued to fund or refund other 

outstanding bonds or notes) to exceed i+6 il5 million. 

~ection 9. Purchase of anticipation notes. 

Notwithstanding any other provision of law. a 1 ocal 

gover~ment unit may issue and the board ~ay purchase notes 

in anticipAtion of an otherwise authorized sale of municipal 

securities. In connection with any purchase of anticipation 

notes, the board may by aqreement with the local government 

unit impose terms 9 conditions. and limitations th~t in the 

board's opinion are proper under the circumstances and for 

the ~urposes and security of the board and the holders of 

its ~onds or notes. 

s~ction 10. Refunding obligations. (lt The board may 

provide for the issuance of refunding obli9ations for 

refunjing any obligations then outstanding that have been 

Ha 733 
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issuej under [this act]• including the payment of any 

redemption pre•ium and any Interest accrued to or to accrue 

to th~ date of redemption of the obligations. The issuance 

of obligations. the maturities and other details• the rights 

of the holders~ and the rights, duties~ and obligations of 

t~e J~ard are qoverned by the appropriate provisions of 

[ thi ~ act] that relate to the issuance of -obl f gati ons. 

(Zt Refunding obligations issued as providea in 

subsection (1) may be sold or exchanged for outstanding 

oblig"'tions Issued under (this act]. The proceeds of 

refunding obligations may be applied to the purchase. 

redern-.>tion, or payment of outstanding obligations. Pending 

the application of the proceeos of refunding obligations~ 

with ~t~er a~ailable fundSt to the payment of principal,. 

accrued interest,. and any redemption premium on the 

obl iqations beinq refunded and, if penaittea In the 

rf>'so l•J t ion authorizing the issuance of the refundinq 

obligations or in the trust ttqreement securing them., to the 

payment of interest on refundinQ obligations and expenses in 

connection with refunding, the proceeds of refunding 

obl ig.,.tions may be invested as provided in Title 17, chapter 

6. 

~ection ll• Additional po~ers of the board. In 

addition to all otner powers conferred on the board by (this 

act] ~r any other la~,. the board has the power: 

-6- HB 733 



1 

2 

] 

.. 
5 

6 

1 

8 

9 

10 

11 

lZ 

13 

14 

15 

16 

11 

18 

19 

20 

21 

22 

23 

24 

Z5 

tlB ('733/02 

II) to pure 'lase or hold municipal bonds, oond 

anticipation n~tes, or notes at price~ and in a 

board conside~s advisable; 

mdnner tne 

(2) to sell ~nicipal bonds, bond anticipation notes, 

or notes acquired or held by it a~ pric~s without relation 

to cost and in a manner the board considers advisable; 

(3) to invest funds or money acquired by the ooard as 

provided in {section 23); 

(~) to prescribe the for~ of application or procedure 

required of a local government unit for a Joan or purchase 

of its municipal bonds, bond anticipation notes 9 or notes; 

fhc tne tenns and conditions of the loan or purchase; and 

enter into agree~ents Nith local qovernment units with 

respe:t to loans or purchases; 

(5) to render services to local government units in 

connection with public or private sales of their Municipal 

bonds, bond anticipation notes, or notes that are eligible 

for purchase by the board under [this act]• including 

advisory and other services, and charge the local government 

units for such services; 

(6t to charge ~or Its costs and services in reviewing 

or acting upon a propnsed loan to a local govern•ent unit or 

a prooosed purchase by the board of municipal bonds, bond 

antici~ation not~s. or notes of the local government unit, 

whether or not the loan is made. or the municipal bonds, bond 

-1- HI! 733 

2 

3 

4 

5 

6 

7 

6 

9 

10 

11 

12 

13 

l't 

15 

16 

11 

18 

1q 

20 

Zl 

22 

23 

Zit 

25 

HB 0733/02 

anticioation notes, or notes are purchased; 

(7) to fix and establish terms, interest rates, .:=tnd 

provisions with respect to d purcnase of municipal oonds, 

bond anticipation notes• or notes by the Ooardt including: 

( al the date and maturities of the bonds, bond 

anticipation notes, or notes; 

(D) provisions as to redem;)tion or paym~nt before 

maturity i and 

(CJ any other matters judged by the board to oe 

necessary, desirable, or 3dYisable for the purchase or loan; 

(3) in connection with any loan to a local government 

unit or purchase of municipal bonds 9 bond anticipation 

notesy or notes of a local government unit 9 to consider: 

(a) the lawfulness and validity of the purpose to be 

served by tne loan or purchase; 

(o) the ability of the local government unit to secure 

borrowed money from o~her sources and the costs thereof; 

(c) the ability of the local government unit to repay 

the loan. notes. or bonds; 

(d) the priority of need for the particular public 

improvement or purpose to be financed; and 

(~) varying the terms and conditions of its loans or 

purchases as between various local government un;ts in 

accordance with their respective priorities and credit 

worthiness; 
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(9) to conduct exi=ll•inatlons and hParings and t.o hear 

t~sti~~ny and take proof, under oath or affiraation, at 

public or priwate hearings, on any matter material to Its 

infor•ation and necessary to carry out [this act]; 

(10) to Issue subpoenas requiring the attendance of 

witnesses and the production of books and 

to any hearing before the board; 

papers pertinent 

(11) to appoint• employ, or contract for the services 

of officers, employees, agents, financial or professional 

advisers, and attorneys and to pay such co•pensatlon for 

their services as the board may determine; 

(12, to procure insurance against any 1 osses in 

connection with its property, op@rations, or assets in such 

amounts and from such lnsur~rs as it considers desirable; 

(13) to the extant p~rmitted under its contracts with 

the holders of bonds or notes of the bnardt to consent to 

modification of the rate of inter~stt the time for ~ayment 

of any installment of principal or interest. or the security 

for any other term of a bond. bond anticipation note, note, 

contrac~ 9 or agreement of any kind to which the board is a 

party; .=.nd 

(14) to do all acts and things necessary, convenient. 

or desirable to carry out the powers ex·pressly granted or 

nec@SSarily iMplied in (this ~ct)• 

S~ction 12. Provisions of bond resolu-r.ions• 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 co,tracts with the holders thereof as to: 

(1) pledging all or any part of the revenue or funds 

of th~ board to secure the payment of the notes or bonds or 

of any Issue thereof, subject to 

noteholders or bondholders; 

existing agreements with 

(2) the setting aside of reserves for sinking ¥unds in 

the ~ossession of trustees, pBying agents. and oth~r 

depositories and the regulation and disposition thersof; 

(3) ll•itations on the purpose 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 issue thereof; 

(4) limitations on the i~suance of additional notes or 

bonds. the terms upon which additional notes or bonds may be 

issued and secured• and the refunding of outstanding notes 

or bonJs; 

(5) the procedure, if any, by which the terms of any 

contract with noteholders or bondholders may be amended or 

abroq~ted. the amount of notes or oonds the holders of which 

must c~nsent thereto 9 and the manner in which such consent 

may ba- Qiv~n; 

(5) a commitment to employ adequate and competent 

perso~nel at reasonable compensation. salaries, fees, and 
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cha~yes as ~ay De determined by the boar~ in conjunction 

with the department and to Maintain suitable facilities and 

s,ervicas for the purpose of carrying out its pi-ograas; 

(7) vesting in a trustee such property, rights, 

POk~rs, and duties in trust as the board determines; and 

(S) defining the acts or omissions that constitute a 

default fn the obligations ana 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 default, including as a matter of right the 

appoi,t~nt of a receiver. Rights and remedies .ay not be 

inconsistent with the laws of this state and the other 

provisions of [this act]. 

Section 13. Validity o~ pledge. A pledge by the boa•d 

is valid and bin~lng ~ro• the time the pledge is •ade. The 

revenues, •oney. or property pledged and thereafter received 

by the board is i..ediately subject to the lien of the 

pledge without any physical de1ivery thereof or further act. 

The lien of any pledge is valid and binding against all 

parties having cl~ims of any kind in tort. contract, or 

other-ise against the board 9 irrespective of whether such 

parties have notice thereof. Neither the resolution nor any 

other instrument by which a pledge Is created need be 

recorded. 

Sect I on llh Non latpal r•ant b.y the state• ln accordance 
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with the constitutions of the United States dnd the state of 

Montana. the state pledges that it will not in any way 

im.::>air the obligations Of any aqreeJRent between the board 

and a local government unit or between tne board and the 

holders of notes and bonds is~ued by ~he board, including 

but not limited to an agreement to administer a loan program 

financ~d by the issuance of bonds and to employ a staff 

sufficient and co~petent for this purpose. 

Section 15. Trust indenture. (lJ In the discretion of 

the boardt the bonds or notes of the board ~ay be secured by 

a trust indenture between the board and a corporate trustee 9 

which may be a trust company or bank having the power of a 

trust co•pany inside or outside the state. A trust 

indenture •a¥ contain provi$ions for protecting and 

enforcing bondholderS• rights and remedies that are 

reas~,able and proper and not in violation of law- including 

covenants setting forth the duties of the board in relation 

to the exercise of its powers and the custody• sa~eguarding. 

and aoplication of all •oney. The board may provide by d 

trust indenture for the papment of the proceeds of the bonds 

or n~tes and the revenues to the trustee under the trust 

indenture o~ another depositorr and for the •ethod of 

disburse•en~, with safeguards and restrictions it considers 

necessary. 

(l) All expendi~ures incurred in carrying out a trust 
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Indenture may be treated as part of the qeneral overhead 

cost Of the board. 

Section 16. Presu~~tion of validity. After Issuance, 

all bonds or notes of the board are conclusively presu~ed to 

be fully authorized by and Issued under all the laws of this 

state and any person or governmental unit is estopped from 

questi~ning their proper authorization, saJey issuance, 

execution• or delivery by the board. 

~ectlon 17. Signatures of board members• If any of the 

board members whose signatures appear on notes or bonds or 

coupo~s cease to be members before the delivery of the notes 

or bo1ds• 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. 

,,otwithstanding any other provisions of law. a bond or note 

issue~ under this chapter is fully negotiable for all 

purposes of the Unifor• Com~rcia1 Code• Title 30• chapters 

1 thr·,uqh 9 9 and a holc:ser or owner of a bond or note or of" ~ 

coupon appurten~nt to it• by acceptinq the bondt note 9 or 

coupo~, is conclusively presu•ed to have agreed that tn~ 

bondt notet or coupon is fully negotiable for all purposes 

of t~ uniforffi Commercial Code. 

Section 19. Bonds or notes as 1 egal investRJents. 

Notwithstanding the restrictions of any othe~ law 9 all 
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banks• trust companies, savings banks and institutions. 

bu i1 di .,g and loan assoclat:ionst savings and loan 

associations, J nvestment companies. and other persons 

carryinq on a banking business. all insurance companies, 

insurance associations, and other persons carrying on an 

insuran-ce business, and all executorst adltlnistrators, 

guardians• trustees• and other fiduciaries Aai\y legally 

inlfest sinkin·q funds, 100ney 9 or other funds belonging to 

them or within their cont~ol in bonds or notes issued under 

[this act]. 

Section 20. Tax exemption of bonds. bonds, notes, or 

other obligations issu~d by the board under {this act] 9 

their transfer, and their income (including any profits made 

on th~ir sale) are f~ee from taxdtion by the state or any 

political subdivision or other instrumentality of the state, 

excep~ing inheritance, estate, and gift taxes. The board is 

not required to pay recording or transfer tees or taxes on 

instrU'ftents recorded by it. 

~ection 21. Reserve fund• (1) The board shall 

establish 30d maintain a municipal finance consolidation act 

reser'l'e fund, to which there shall be deposited or 

transferred: 

! a) 

pu~poses 

all mon~y dppropriated by the legislature for the 

of the fund in accordance with the provisions of 

subsection (4); 
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(b) all proceeds of bonds required to be deoosited tn 

the f':Jnd by tenns of a contract be 'tween the board and its 

bondholders or a 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 purpose; 

(jJ a11 other ~ney approPriated by the legislature to 

the reserve fund; and 

(e) any ot~er money or funds of the board that it 

decides to deposit fn the fund. 

(21 All money held In the reserve fund shall be used 

solely for the payment of the principal of or Interest on 

t~e bonds or notes secured in whole or in part by the fund 

or the sinkin9 fund payments with resp~ct to the bonds or 

notes, the purchase or redemption of the ~onds or notes. the 

payment of Interest on the bonds or notes. or the payment of 

any redemption ~~emium required to be paid when the bonds o~ 

notes are redeemed orlor to maturity. Money in the reserve 

fund may not be withdrawn at any time in an amount that 

reduc~s the fund to an aMount Jess than the suM of •inl•um 

~eserve requireMents established in the resolutions or 

indentures of the board for the fund except. with respect to 

bonds or notes secured in whole or in part by the fund• for 

the o~rpose of •aklng payment wh&h due of principal. 

interest. rede•ption premiums. and sinking fund payments for 
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the pay~ent of which other money pledqed is not available. 

(3) Honey in the reserv~ fund in excess of the 

r~quired reserve may be withdrawn at any time by the bo~rd 

and transferred to another fund or account of the board 

established for purposes of [~his act]w but not to any other 

fund or account. 

(4) In order to assure the maintenance of the requirdd 

debt ~arvice reserve in the reserve fund, the leqislature 

may ~ppropriate to the board for deposit in the fund the 

sum. certified by the chairman of the board to the governor 

and to the legislature, that is necessary to restore the 

fund to an amount equal to the required debt service 

reserve. Nothing In this subsection creates a debt or 

liability of the state. 

(5} Notwithstanding any provision of Title 17• chapter 

6• tne board of investments •ay lend money for deposit to 

the reserve fund in an amoUnt equal to any deficiency in th~ 

required debt service reserve. The loans shall be made on 

such reasonable terms and conditions as the board considers 

proper [and as may be agreed upon between the board and the 

board of lnves~ment$]9 including without limitation terms 

and conditions providing that the loans need not be repaid 

until the obligations o¥ the board secured and to be secured 

by the reserve ¥und are no longer outstanding. 

Saction 22. Additional funds and accounts. The board 
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say in its discretion establish additional reserves or other 

funds or accounts necessary, desirable, or convenient to 

further the accomplishment of the purposes of [this act] 0~ 

to co•pTy with the provisions of any of Its agreements or 

re-solutions. 

Section 23. Investment. 'lJ Unless otherwise required 

by c resolu~ion or agreement of the board, the board may 

invest funds co•lng unaer its control pursuant to [this act] 

in the same manner as permitted for investment of funds 

belonging to· the state or held by the state treasurer. 

(2) Funds from several or all a~counts may be combined 

for investment, and any interest earned Shall be prorated 

and credited to the various contributing accounts on the 

basis of the omounts thereof invested, calculated according 

to an 3Verage p@riodic balance or other qenerally accepted 

accou1tinq principle. Such proration must be calculated at 

least once a yea~ or upon a specific request made to the 

o:..ard. 

(3) All securities purchased by the board as an 

irvestnent remain in the custody of the state treasurer 

unt i 1 the same are sol d• exchanged, ret I red, or mature and 

are !l"id. 

Section 24• Credit of state not pledged. Ool iqations 

Issued under the provisions of [this act} do not constitute 

a 1iaOi1ity 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 ~f the board qenerated or received for purposes of 

[this '3Ct]• An obligation issued under [this act) IRU~t 

contain on the Face thereof a statement to the effect that 

the state of Montana is not liable on th~ 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 pI edged to 

t~e payment of the principal of or the interest on the 

obligation. 

Section 25. Sale or exchange o~ municipal securities. 

(1) ~~twithstanding any law applicable to or constituting 

any limitation on the ~aximum rate of interest per year 

pay3ble on bonds or notes or to annual interest cost to 

maturity of money borrowed or received upon Issuance of 

bonds or notes 9 every local government unit is authorized to 

contract to pay interest on or an interest cost per year for 

monP,y borrowed from the board and evidenced by Its municipal 

securities purchased by the board without regard to any 

statutory 1 imitations as tc. rate of interest per year 

payable or as ~o annual interest cost to maturity of money 

borrowPd by the local government unit. Every local 

govern~ent unit is authorized to contract with the board 

with respect to the loan or purchase, and the contract must 

contain the terms and conditions of such loan or purchase. 

Every local government unit is authorized to pay fees and 
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charg~s required +.o be paid to the board for its services. 

(2) Notwi~nstanding any law applicdble to or 

constttutinq any limita~ion on the sale of bonds or notes 

eJCCe;Jt thP 1 imitation on amount of bonded indebtedness, any 

J ocal qovernment unit may sell bonds or not~s to tne board 

by private neqotiat@d sale. without limitation dS to 
denomination. The bonds or notes may be fun y registered or 

regi~terabJe as to prfncioal only or in be-'3rer form or may 

b~ar interest at the rate or rates. all in accordance with 

this section. The bonds or notes may be evidenc9d in the 

manne~ and may cont~in other provisions not Inconsistent 

with [~his act] and may be sold to the board without 

advertisement at the price or prices as may be determined, 

all a~ provided in the proceedings of the governinq body of 

the l~c~l government unit pursu3nt to which the bonds or 

notes are authorized to be issued. The governing body of the 

local ~overnment unit may provide for the exchange of co~pon 

bonds for fully re9istered bonds and ot fully registered 

bonds for coupon bonds and for the exchange of any such 

bonds after Issuance for bonds of larger or smaller 

denollli nations, all in the manner provided in the proceedings 

authorizing their issuance. The bonds in changed form or 

denominations must be exchanged for the surrendered bonds in 

the same aggregate principal amounts an1 in such Manner that 

no overlapping interest is paid and the bonds in changed 
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form ~r denominations bear interest at the sa~e rat~ or 

rates and mature on ~he same date or dates ~s the bonds fvr 

which they are exchanqed. If any e~chan1e is made under this 

subse: t i o'l• the bonds sur rendered by the ho 1 der s ?It tne t i nH::. 

of tn'E!' exchanq~ must be canceled. The exchanye may bA madP 

only ~t the request of the holders of the bonds to Oe 

s~rre1dered. The lOC<'I'l qovernmAnt unit may require all 

exoenses incurred in connection with t~e exchanQe to be p~id 

by t..he holders. 

S?.ction 26. Care and custody of bonds purchased oy the 

board. The board may: 

{1) enter Into agree.ents or contracts with ~ bank, 

trust company, or financial institution. inside or outside 

the stdte, as may be necessary, desirable, or convenient, in 

the ~pinion of the boar a,. for rendering services in 

connec-cfon with: 

{a) the care, custody• or safekeeping of •unicipal 

nonds or other investments held or owned by the board 

porsu3nt to (this act]; 

{0) the payment or collection of amounts payable as to 

princ;~al or interest; and 

(c) the delivery to the board of municipal bonds or 

other lnvest~ents purchased by it or sold by it pursuant to 

(this ~ct]; 

(2) pay the cost of those services; and 
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{3) also, in connection with any of the services to be 

rendered by a bank• trust company• or ¥inancial Institution 

as to the custody and safekeepinq of its municipal bonds or 

invest•ents• require security in the form of collateral 

bonds, surety agreements, or security aqreeme.nt:s in such 

form and aMount as, in the opinion of the board, is 

n~cessary or desirable. 

Section 21. Insurance or guaranty• The board 

obtain, from a depart~ent: or agency of the United States 

may 

or 
a nonqovernmental insurer, insurance or guaranty for the 

payment or repayment of Interest or principal, or both, or 

any part of interest or principal on bonds or notes Issued 

by the board cr on municipal bonds, bond anticipation notes. 

or notes of local gov@rn•ent units purchased or held by the 

~oord. 

S~ction 28. Default in payment• If the board or local 

qovern~ent unit defaults fn the payment of principal or 

interest on an issue of notes or bonds after they become 

due. ~hether at maturity or upon call for redemption. and 

the default continues for 30 days. or if the board or local 

qo~er~flent unit f~ils or refuses to comply with fthis act] 

or defaults in an aqreement made with the holders of an 

issue of notes or bonds• the holders of Z5% of the agqregate 

princi~al amount of the outstanding notes or bonds of that 

issue have the right• upon prooer application to d court of 
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compe~ent jurisdiction, to have a t~ustee appointed to 

represent the holders of those notes or bonds ~or the 

purposes provided in [this act]. 

Section 29. Powers and duties of trustee on default. 

Cl) A trustee appointed under (section 28] nay: 

(a) by civil action enforce all rights of the 

noteholders or bondholders. including the right to require 

the b~ard or local government unit to collect rdtes. 

char~~s. and other fees and to collect interest and 

a~ortization payments on bonds and notes held by them 

~dequate to carry out a pledge of or an aqreement as to the 

rates. charges. and other fees and of the interest and 

aMortization ~ayments• and to require the boarc:t or local 

gover.1111ent unit. to carry out any other agree111ents 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 ooard or local 

qover1~ent- unit to account as if it were the trustee of an 

eKpress trust for the holders of the notes or bonds; 

(d) by civil action enjoin anything that •ay be 

unlawful or in violation of the rights of the holders of th~ 

notl?s o,)r bonds; 

Ce) declare all the notes or bonds due ana payable 

and, if all defaults are made good• then. with the consent 
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of th~ holders of 25~ of the principal amount of the 

outsta,ding notes or bondsr annul the declaration and its 

c~nseQ~snces. 

(2) The trustee9 irt addition to the powers stated in 

subsection (1)• has all the powers necessary for 

exercise of functions specifically set out or Incident 

the 

to 
the general representation of bondholders or noteholders in 

t~e e~forcement and protection of their rights. 

(3) Before declaring the principal of notes or bonds 

due and payable, the trustee must qive 30 days• notice in 

writing to the governor. the attorney general, and the board 

or local governMent unit defaulting. 

Section 30. Ex~Mption fro~ execution and 5ale. All 

property of the boardt other than its revenues or funds 

received pursuant to [this act]• is exeapt fro• 1evy and 

sa)@ by virtue of an execution~ and no execution or other 

judicial process may Issue against such property. A judgment 

against the board constitutes a charge or lien upon such 

prooerty. 

Section 31• Annual audit. t~t The board's books and 

records •ust be audite~ at least once each fiscal year Bl-OB 

AI_IH~-UIB~kllUU-DE-~--L~SLAIIVE __ !UQlio&._ !HE ACIU4L 

kUSIS-JE-IH£-AUQII-~-BG-f&ID-EBD~-Itif-BU&&U!~S· 

ti!t--=Fhe--f.~g+af.tt~Ye--ae+.aor---ea,.-eet~~S.e-t-sn-atfd+i:-et 

e"y--~i-.me--apon--~fte--re~ttt!'!t~--O'f--'ti'te---h~+s~a't+•e---ettel+-t 
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e:eonuft.rt-t:ee• 

~~etlan 32. Annual r~port. By September of each 

year, the board shall publish a financial report for 

distri~ution to the governor, the legislature, -:~nd th(J 

public. The r~port ~ust include a stdtement of the board's 

curre1t financial position with respect to its activities 

u~der (this act), a summary of its activities pursuant to 

[this act] during the previous year (including a 1 istiny of 

the ))cal governmental securities purchased oy the hoard, a 

listinq of the bonds and notes sold by the boardt and a 

summary of the performance of any other i nvesttnents of thf.J 

board's funds received under [this act])• an P.stimate of the 

1 evel s of such activities for the n~xt year, and 

comparison of such activities durlnq the previous y~ar l!lith 

the estimates of those activities tnat were made in the 

previ·:'IUS annual report. 

s~ction 33. Limitations on board•s power. Under [this 

act] the board may not: 

(1) make 1oans of lliOney to any person,. firm.· or 

corpor3tion other than a local qovernment unit or purchase 

securities issued by any person, firm, or corporation other 

than ~ local government unit as provided in [~his act]; 

(2' e•lt bills of credit, accept deposits of 111one.y for 

time ?r demand deposit, engag@ in any for• or ~anner in the 

conduct of any private or commercial banking busin@ss, or 

-24- Ha 7.H 
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act as a savings bank or savings and loan association; 

(3) be or constitute ~ bank or trust company within 

the j~risdiction or under the control of the state bdnklng 

board. the department of commerce, or the comptroller of the 

carren~y of the United States department of the treasury; 

C~J be or constitute a bank, banker, or dealer in 

securities within the meaning of or subject to the 

provisions of any securities, securities exchange. or 

securities dealers law of the United States or of this state 

or of any other state. 

Itlf&f-~A-~f~-!t6-~tilQ~-IH6l-BE&OSi 

Section 34. "unlcipal finance guaranty fund. (1) The 

board shall create a municipal finance guaranty fund. The 

fur.d nust be held by a trustee or other fiduciary designdted 

by th~ board. There must be deposited into the fund amounts. 

insur~nce fees. premiums• and such other revenues and assets 

as tn~ board considers necessary to comply with any contract 

or a~reeMent entered into by toe board under [sections 1 

throuC"h i!..9]• The board may borrow from and deposit in the 

municip~l finance guaranty fund up to t2.5 ~111ion from any 

ovail~ble state fundr including funds of the Montana hoard 

of hoJstnq. 

fl) T~e amounts in the fund must be used to satisfy 

any cl~im resulti~g from a defaulted loanr leaser or other 

credit aqreement. The aMounts in tne fund mav also be used 
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for any other purpose prescribed by the board in accordance 

with guaranty contracts with financial institutions entered 

into p~rsuant to [sections 1 through 29]• including without 

limitation the protection of the interest of the board in 

projects during periods of delinquency or upon default. 

(3) The minimum reserve require•ent for the ~unicipal 

finance guaranty fund must be such amount as may be provided 

in a1 agreement, resolution, or indenture with tne holders 

of bonds issued under [sections 1 through 29)• but not in 

excess of the aggregate annual payments due under the loans. 

l~ases, or other crerlit agreements guaranteed by the ooard. 

No 1 oan. leasey or other credit agreement may be guaranteed 

by the hoard if the amount of money available in the 

municipal finance guaranty fund would be less than the 

mini illUIIl reserve- requirement. 

C4l In order to assure the maintenance of the 

~unicipal finance guardnty fund, thP. chairman of the board 

shall. on or before Septeml~r 1 in eacn year preceding the 

conve~ing of the leqislaturer deliver to the governor a 

certifjcate stdtlng the SUIII' if anyr require•J to restore the 

municip31 financA guaranty fund to the minimum reserve 

requir~ment. The governor shall include in the executive 

budqet submitted to the legislature the sum required to 

restore tre municipal finance guaranty fund to the mini~um 

reserve require~ent. 
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(5) All amounts remitted to t~e board und~r this 

2 section constitut~ loans to the board and must be re?aid to 

3 the state treasury without interest from available operating 

~ revenues of th~ board in excess of amounts required for the 

5 guara~tee of loans. 

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

7 invalid, all valid parts that are severable from the invalid 

8 part remain in eff~ct. If a part oT this act is invalid in 

9 one or 11ore of its applications, the part remains in effect 

10 in all valid applications th<Jt are severable from the 

11 invalid applications. 

IZ Section 36. Coordination instruction. lf either House 

13 Bill ~o. 100 or---- Bill No. ___ [LC Il~B] Is enact"d by 

14 the 4~th legislature and approved by the governor. the 

15 defi nl t ion of •board• in se~t ion 4 is changed to the 

16 "~ontana econo~ic development bQard" and all references to 

17 the nboard• in this act. except the reference to the board 

18 of inil'estments in subsection (!>) of section Zl• 111ean the 

19 Montana economic development board. fhe bracketed language 

20 in subsection (5) of section 21 is effective only if either 

21 House Bill No. 100 or ____ Sill No. ---- [LC 1148] is 

2Z enact'?'d by the 48th 1 egis 1 at:•.Jre and approved by the 

Z3 governor• 

24 S~~IIQU-li&--~ELfti~UAif&--1~~-Akl-~-EE~lX£-~ 

zs e&~s&~~-•ua_aee&ut&La 
-End~ 
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HOUSE BILL NO. 733 

z INTRODUCED BY 6ENCTS0~ 9 TOWE 

3 

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

5 CONSOLIDATED FINANCING Of LOCAL PUBLIC EXPENDITURES BY 

6 AUTHORIZING THE BDAkO OF INVESTMENTS TO LEND MONEY TO 

7 ~UNJCTPALITIES DP OTHER PUBLIC BODIES THROUGH THE PURCHASE 

~ OF THEIR SECURITIES SY THE BOARD; TO AUTHORIZE THE BOARD TO 

9 RAISE ~DNEY FOR SUCH LOANS BY ISSUIN~ ITS OWN BONDS AND 

10 NOTES PAYABLE OUT OF LOAN REPAYMENTSl~~--f&UVIQING ~ 

11 l~~EPLAIE-Ef£E~I1Xf-P4IE•" 

12 

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

H ~ectlon 1. Shor~ title. [This act] shall be known and 

15 may be cited as th& •Municipal Finance Consolidation Act of 

16 19JJ3•. 

17 Section 2. Polley and purpose. (1) Jt is the policy of 

18 the st~te of Mon~ana to: 

19 (a) foster and promote, by all reasonable means, the 

20 prGvision of efficient caoltal markets and facilities for 

21 borrf)wing money by counties., cities., towns., school 

ZZ districts., special taxing districts, and other public bodies 

23 to pay for capital ln•proveMnts and other needs as other-wise 

24 auth~rized by law; and 

25 (b) redUC@ 9 to the extent possible. costs of local 
T H I R D R E A D 1 fJ G 

There are no changes in tfl593S, and due to length will not 
be rerun. Please refer to yellow copy for complete text. 



March 23, 1983 

SENATE STANDING COMMITTEE REPORT 
(Local Government) 

That House Bill No. 733 be amended as follows: 

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

2. Page 16, line 13. 
Strike: ''reserve." 

3. 

Following: "This" 
Strike: "subsection" 
Insert: 

Page 25, 
Strike: 
Renumber: 

"section" 

line 11. 
section 34 in its entirety 
subsequent sections 
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INTRODUCED BY BENGTSO~• TOWE 

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

CO~SOllDATEO FINANCING OF LOCAL PUBLIC EXPENDITURES BY 

AUTHORIZING THE BOARD OF INVESTMENTS TO LEND HONEY TO 

~UNICIPALITIES OR OlHER PUBLIC BODIES THROUGH THE PURCHASE 

OF THEIR SECURITIFS BY THE BOARD; TO AUTHORIZE THE BOARD TO 

RAISE MONEY FOR SUCH LOANS BY ISSUING ITS OWN BONOS AND 

NOTES PAYABLE OUT OF LOAN REPAYMENTS~ PROYIQING AN 

lB!fPl&If-fEEEti~E-QAIE.• 

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

~ection 1. Short title. [This act] shall be known and 

mdy be cited as the •Municipal Finance Consolidation Act of 

1983•. 

Section z. Policy and purpose• (1) It is the policy of 

the state of Montana to: 

(a) foster and pro.ote, by all reasonable means, the 

provision of efficient capital •ark~ts and facilities for 

borrowing IUOney by counties., cities.., towns., school 

districts, special taxing districts, and other public bodies 

to par for capital improvements and othP.r needs as otherwise 

authorized by taw; and 

(b) reduce, to the extent possible, costs of local 
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public indebtedness to taxpayers and residents by affording 

public bodies an appropriate degree of ¥1exlbility and 

choice in the marketing of their debt securities so as to 

Minimize .arketlng costs and interest rates. 

(2) It Is the purpose of [this act] to pro~ote the 

policies stated in subsection Cl) by: 

(aJ creating a means ¥or public bodies to pool, in 

effect, the debt instruments they are otherwise authorized 

to offer for sale to the in~est~nt co••unity in order to 

obtain econo~ies of scale and reduce •arketing and interest 

costs; and 

(b) providing additional security for the pay•ent of 

bonds and notes held by Investors and thereby further 

reducing interest costs. 

Section 3. Liberal construction. (This act] and the 

powers ~ran~ed fn [this act] •ust b@ liberally construed to 

effectuate the policies and purposes stateo in [this act]. 

Section 4. Definitions. As used in [this act]• the 

follo~ing dPfinltlons apply: 

(1) •Roard" Mean~ the ~oard of investments cr€ated in 

2-15-1005. 

(2) "Department" m~ans the department of co•merce 

created in 2-15-1601. 

(3) "'Local qovernment unit• means any municipal 

corporation or political subdivision of the state~ includlnq 

-2- HB 733 
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wltt1ou.t liBitat~on· any cU:.yto• towne count·yt school districtt 

or other special taxing district. 

(~) •Reserve fund" ae&ns the ~~tuni·cipal finance 

consolidatt·ott act· reserve fund· creatttd in (s-ection 21]. 

section 5. Board of invest~ts to IMple .. nt. The 

board- of tn'Vestaents MaY esll:a and enforce orde·rs., rules. ana 

bylaws that are necessary or desirable for the 

iMpleMentation of [~his act]• 

Section 6. BondS., bend anticlpat·iort notes. af'td notes 

of the boatdo Ill The board •av by resolution• fro• ti.e to 

thte• issue negotiable notes and- bortds to finance loans o·r 

refinance lt:s loans to loc-al gov·ern•nt units and its 

purchases of theIr bonds and- nates., to e5tab·l ish or 

replenish reserves s~uring the payment o¥ Its bonds and 

notes, and to Finance all other expendi~ures of the board 

Incident to and necessary or convenient to carry out [this 

act]. 

(2) The board may by resolutlon~ fra.'tt.e- to ti•e: 

(a) issue· notes to renew notes and bonds to pay notes, 

including inter~st; 

(bt whenever it con~iders refunding eKped1ent~ refund 

any bonds by the Issuance· of new bonds 9 Wf'h!'ther the bonds to 

be refunded haY~' or have not aa~u~ed; aftd 

(c) Issue bonds partly·tO refund bonds outstanding and 

partly for any ~ Its ot:h<>r purposes. 
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(3) The bo-ard •ay by resolutiOn• fro• ti•e t.o tiaet in 

anticipation of the sale of lt·s secur-ities under this 

chapter, issue temporary notes and renewal notes. 

( 4) EKcept as' otherwise expr~rssl y provided by 

resolution of the board, every issue of its notes and bonds 

shall be an obligation of- the board pa~able out o~ any 

revenues, assets, or •oney of the boar~. subject only to 

agreements with the holders of particular notes or bonds 

pledging particular revenues~ assets,- or aoney. 

(>I The notes aftd bonds •ust be authorized by 

reso 1 ut ions of the board, sha I 1 bear a dat-e, and sl'ta 11 

filature at t1aes as the resolution$ pr01VI<1e·. The bonds fiBY 

be lssueo as serial bond·s payable in annual install~tents or 

as terM bonds or as a combination thereof• The no~es and 

bondi- stlall bear interest at a r-ate or rates; be In 

deno•natlons; be In a for•• either coupon or re~lsteTed; 

carry regfstrat·ion privftegesi be executed in a ~tanner; be 

payable in a ~diu• of pay•ent• at places Inside or outside 

the s~ate; and be subject to terms of- redemption as provided 

in res~lutions of the board. The notes and bonds of the 

board May be sold a~ publjc or private sale at such price$• 

whicn uay be above or below par• as are determined by the 

boar~ 

Section 1. Partic-ipation voluntary. Use 

financing mechanism created by [this act] is 

-4-

of t:he 

ent.i re-t y 

H873l 



1 

2 

3 

4 

5 

6 

1 

A 

9 

10 

11 

12 

13 

lit 

15 

16 

11 

1• 

19 

20 

21 

22 

23 

24 

25 

Hll 0733/03 

voluntary• and no local government unit •ay be required to 

sell its bonds, bond anticipation no~es, or notes to the 

board. 

Section B. Li~itations on a~unts. 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 t•58y8&8 J5~QQQ per single loan, bond issue, or note; 

or 

( Z) issue any bonds or notes 

outstanding indebtedness of the 

that 

board 

cause 

under 

the total 

[this act] 

(except for bonds or notes issued to fund or refund other 

outstanding bonds or notes) to exceed t~e SZ2 Mi11ion. 

Section 9. 

Notwitnstanding 

Purchase 

any other 

of anticipation 

provision of lawt 

notes. 

a 1 ocal 

govern•ent unit may issue and the boa~d •ay purchase notes 

in anticipation of an otherwise authorized sale of Municipal 

securities. In connection with any purchase of anticipation 

notPSt the board may by aqree•ent with the local qovern•ent 

unit i~pose term5• conditions, and limitations that in the 

board's opinion are proper under the circumstances and for 

the o·Jrposes and security of the boan;t and the holders of 

its bonds or notes. 

Section 10. Refunding obligations. {1) The board may 

provide for the Issuance of refunding obligations for 

r~fun1i n•:] any obligations then outstanding that have oeen 
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issued under [this act]y Including the pay.ent of any 

redemption pre•lu• And any interest accrued to or to accrue 

to the date of rede~tlon of the obligations. The issuance 

of obligations. the maturities and other details 9 the rights 

of the holders, and the rights• duties. and obligations o~ 

the board are qoverned by the appropriate provisions of 

[this act] that relate to the issuance of obligations. 

(2) Refunding ob1 igations issued as provided in 

subsection 

obi lgHions 

(11 may 

Issued 

be sold or excnanged for outstanding 

under [this 3Ct]. The proceeds of 

refunding obligations may be applied to the purchase. 

redeaptlon, or pay~tent of outstanding obligations. Pending 

the application of the proceeds of refunding obliqations. 

with ~ther available funds, to the payment of principal, 

accrued interest, and any redemption pre•iu• on the 

oblig3tlons being refunded and, if perMitted in the 

resolu t ton authorfzinq the issuance of the refunding 

oblig3tions or in the trust aqreement securing the•• to the 

payment of interest on r~funding obligations and expenses in 

connection with refunding, tne proceeds of refunding 

obl lg~tions may be invested as provided in Title 17t chapter 

6. 

Section 11. Additional powers of the board. In 

addition to all other powers conferred on the board by [this 

act] ~r any other law, the board has tne power: 

-6- HB 733 
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bonds., 

manner 

bond 

th<> 

(Z) to sell' -.an-.tci-pal bonds.., .. bon<f··ant,lc'ipH·ion notes. 

or notes acquired or held by lt. at prices withoUt" re,latlon 

to cost ana in a-manner the board considers advtsable; 

(3·• to iAY8'St funds or •oney -acquired· by the board as 

provided in (seetio~ 23]; 

(Itt to prescribe the for• of· applicat-Ion or procedure 

requi-red of a local gover-n-nt· uftli t· for a 1 oaft' or purchase 

of its •un i c ipa-1 bOftds-, bond,. an~•c--i..,-at-1 on~notes., or, notes·; 

ft• the ten11s and cortd.Jt.tona' of the· loan,. or purchase; and 

enter· into agre .. ents with local govet"...-ent un4ts with 

respect to loans or- purchases; 

(5) t.o render- services to local govermnent· unit& in 

connection with public or privat.e-- sales,· or their mun·ic.Jpa-1 

bonds. bond anticipation notes. or notes that are eligible 

for pur·chase by t-He board' under [this~ act]•· including 

advisory and other services. ano·cnarqe the!· local govern•ent 

units tor such services; 

(6) to cha-rge for-·' its costs~ and services In reviewing 

or acting upon a proposed loan to< a local govern~nt unit or 

a proposed purchase by the board of municipal bonds, bond 

antfc·i-p-wtlon notes--. or notes of'the local govern..ent unit. 

whether or not the loan is ~ad~ or the-~unicipal bonds. bond 
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anticipation notes, or notes are purchased; 

(7) to fix and establish· ter•s• Interest rates. and 

provisions wfth respect to a purchase of •uniclpal bond$ 9 

bond anticipation notes, or notes by the board., lnclud-i-ng.c

(a) the date and 11atu-rl t: I es of" the· bonds. bond 

antlcipatlon·notes. or ootes; 

(b) provisions as to redeMption or pay•en~ before 

maturity; and 

(c) any other matters judged b, the board to be 

necessary. desirable, or advisable for the purchase or loan; 

(B) in- connection wfth any loan to a local gcwern .. nt

unU or purcl>a$e of IIUn'ic:lpal bonds, bond anticipation 

notes, or notes of a local qovern.ent unit, to consider: 

(a) the lawfulness and validity. of the-purpo-se to· be 

served by the loan or purchase; 

(bt the ability of the local gove-rn•ent unit to set:ure 

borrollfed RMJney f'rora other sources and the costs thereof·; 

(c) the abt-1 ity of the local qovern•ent unit to repay 

the loan, notes,- or bonds; 

(d) the pr·iority of need for the particular pu-blic 

i"'prov·e~~~ent or purpOS@ to be fi nancedi and 

(e) varying the terMS and conditions of its loans or 

purcnas~s as between various local govern•ent units In 

ac:cor:1ance with the·tr respective priorities and credit 

worthiness; 

-8- HB 133 
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(9) to conduct examinations and hearinqs and to hear 

testi•ony and take proof• under oath or affirmation, at 

public or private hearings, on any ~atter material to its 

infor~ation and necessary to carry out [this act); 

(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 appointt e•ploy, or contract for the services 

of officers. ~-vloyees, agents, financial or professional 

advisers, and a~torneys and to pay such coepensation for 

their services as the board May determine; 

(12) to procure insurance against any 1 asses in 

connection with its property, operatfon4t or assets in such 

aMounts and fro• such insurers as it considers desirablei 

(13) to the extent per•itted under Its contracts with 

the holders of bonds or notes of the board, to consent to 

modification of the ra~e of interest9 the tl•e for pay•ent 

of anv Installment of principal or interest, or the security 

for any other ter• of a bond, bond anticipation note, note, 

contract, or agreement of any kind to which the board is a 

party; and 

(1~) to do all acts and things necessary, convenient, 

or d~irable to carry out the powers expressly granted or 

necessarily implied in [this act]. 

Section 12. Provisions of bond resolutions• A 
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resolution authorJzlng notes or bonds or any issue thereof 

may contain prowisions that aust be a part Of the contract 

or co~tracts with the holders thereo¥ as to~ 

(1) pledging all or any part of the revenue or funds 

of the board to secure the pay.ent of the notes or bonds or 

of any Issue thereof, subject to existfng aqree~ents with 

noteholders or bondholders; 

(2) the setting aside of reserves for sinking funds in 

the possession of trustees. paying agents. and other 

depositories and the regulation and disposition thereof; 

rl) li•itations on the purpose 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 Issue thereof; 

(4) ll•itatlons on the issuance of additional notes or 

bonds. the terMs upon which additional notes or bonds may be 

issued and secured• and the refunding of outstanding notes 

or bonjs; 

(5) the procedure. if any. by which the terms of any 

contract with noteholders or bondholders may be amend~d or 

abrog~ted, the amount of notes or bonds the holders of which 

must consent th~reto, and the manner fn Which such consent 

may b~ given; 

(6) a commlt~ent to employ adequate and competent 

perso~~el at reasonable co~pensationt sa1aries9 fees, and 

-10- HB 733 
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charges as •ay be deter•ined by the board in conjunction 

with the depart~nt and to ~ain~ain suitable facilities and 

services for th& pwrpcse of carrying out its p~ogramsJ 

( 7, ves-ting in a trustee such prop•rty, r i ghts• 

po~ers, and duties In trust as the board ~ermJnes; 3nd 

(8) defining the acts or oaission~ 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 default• Including as a aatter of right the 

appointment of a recel••r• Rlg~s and reMediea .ay 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 valid and bindin-g fro• the tf<ne the pledge is made. The 

revenues, money. or property pledged and thereafter received 

by the board is i~.adlately subject to tbe lien of the 

pledge without any physical delivery thereof or further act. 

The lien of any pledge is valid and blndln9 against all 

parties having claiMs of any kind In tort, contract, or 

otherwise against tha bOard, Irrespective of whether such 

parties ~e nottee thereof. 

other Instrument by which 

recorded. 

N•·ither the resolution nor any 

a pledge Is created need be 

Sactlon 1~. NoniMpair .. nt by the state. In accordance 
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with the constitutions of the United States and the state of 

Montana, the state pledges that ft will not in aoy way 

impair the Obligations o~ any agree.ent between the board 

and ~ local qovern~ent unit or between the board and the 

holders of notes and bonds lsswed by the board, includJnq 

but not ll•lted to an agree•ent to ad•lnister a loan progra~ 

financed by the issuance of bands and to e•ploJ a staff 

sufficient and competent for this purpose. 

Section 15. Trust Indenture. (1) In the discr@tion of 

the board• the bonds or notes of the board •ay be secured by 

a trU!t indenture between t~ board an6 a corporate ~rustee. 

which May be a trust ~o.peny or b~nk having the power of a 

tr~t company inside or outside the state. A trust 

indenture aay cont:af n provisions for protecting and 

enforcing bondholders• rlqhts and retnedies that. <Ore 

r@asonable and proper and not in vlolat,on of law, including 

covenants set~in~ forth the duties of the board In relation 

to the exercise of its powers aAd the custod,. safeguarding. 

and ap~licatlon of all money. The board .ay provide by a 

trus~ indenture for the payment of the proceeds of the bonds 

or n~tes and the revenu~s to the trustee under the trust 

indenture of another depository and for the .. ~hod of 

disburse•entt with safegua~ds and restrictions it considers 

nec'tssary• 

(2} All expenditures incurred in carrying out a trust 

-12·- H!'l 133 
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indenture •ay be treated as part of the general overhead 

cost of the board. 

Section 16. Presu•ption of validity. After issuance, 

all bonds or notes of the board are conclusively presu•ed to 

be fully authorized by and issued under all the Jaws of this 

state and any person or govern.ental unit Is estopped fro• 

questioning their proper authorization, sale, issuance, 

execution, or d~llvery by the board. 

Section 17. Signatures of board meabers. If any of the 

board •e~ers ~hose signatures appear on notes or bonds or 

coupons cease to be •e~ers before the delivery of the notes 

or bondsr their signatures shall nevertheless be valid and 

sufficient for all purposes as if the .eMbers had reMained 

In office until delivery. 

section 18. Negotiability of bonds or no~es. 

Notwithstanding any other provisions of law, a bond or note 

Issued under this chapter is fully negotiable for all 

purposes of the Unlfor• to-.ercial COde, Title 30, chapters 

1 thr~uqh 9t and a holder or owner of a bond or note or of a 

coupo" appurtenant to it, by accepting the bond, note, or 

coupo~, is conclusively presu•ed to have agree~ that the 

bondt note, or coupon is fully negotiable for all purposes 

of the Uniform Commereial Code. 

Section 19. Bonds or notes as legal investments. 

Notwithstanding the restrictions of any other law, all 
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banks, trust co.panies, savings banks and Institutions, 

building and 

associations, 

loan associations, 

lnvestaent coMpanies, 

savings and loan 

and other persons 

carrying on a banking business, all Insurance coapanies 9 

insuranee associations, and other persons ca~rying on an 

insurance business, and all executors, ad•inistrators, 

guardians• trusteest and other fiduciaries .ay legally 

invest sinking funds 9 money, or other funds belonging to 

the• or within their control in bonds or notes issued under 

[this •ct]. 

Section 20. Tax exe~tion of bonds. aonds• notes 9 or 

other obligations issued by the board under [this act)• 

their transfer. and their incoMe tincluding any profits .ade 

on their sale) are free from taxation by the state or any 

political subdivision or other Instrumentality of the .state, 

excep~ing inheritance~ estate, and gift taxes. The board is 

not required to pay recording or transfer fees or taxes on 

instru~ents recorded by it. 

Section Zl. Reserve fund. (11 The board shall 

establ istl and maintain ;t municipal finance consolidation act 

reserve fund, to which there shall be deposited or 

transferred: 

(a I 

purposes 

ftll money appropriated by the legislature for the 

of the fund fn accordance with the provisions of 

subs~ct.ion f4-); 
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(b) all pr-oceeds of bonds required to be deposited i.n 

the fund by ter•s of a contract between the board and its 

bondholders or a re~ol~ion of the board -with respect to the 

proceeds ef bonds-; 

(c) the proceeds of aoy bond issue of the state that 

IS auth-OTIZed f·or such purpose; 

(d) all oUter •ney appropriat-ed by tbe legislature to 

the reserve funiJ; and 

(e) any other 11oney or funds of ttre t>OMd th<lt It 

de-c I des to deposit 1-n the fund. 

(Z) All .oney held In the·reserve fund shall be used 

solely for the p-nt of the prfnclpel of or Interest on 

the bonds or n·otes secured in who-1 e or In part by the fund 

or the s i n.klng fund pay-nt·s with respect to t.he bonds or 

not~s~ the purchase or radeeption of ~h~ bonds or notes, the 

payment of i ntere.st on the bonGs or notes . ., or the payment of 

any redemption pr~mlvm required to be ~id when the bonds or 

notes are redee.e~ prior ~o .aturit~- ~oney in the reserve 

fund Nay no~ be N~~hdrawn at any tt•e in an a~unt that 

reduc~s the fund to an a.ount Jess than ~he sum of Minimum 

reserve requir-cHtents -established i-n the re-solutions or 

indentures of t.he board for the fund except, w~th respect to 

bonds or notes secured fn whole or in part br ~he fund, for 

the -"larpose of •aklng pay•eAt when du·e of principal, 

lntere$t, redemption pr~miuMS• and sinking fund pay.ents for 
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(3) Money In the reserve fund fn 

HB 0733/03 

not available. 

excess of the 

required reserve ~ay be withdrawn at anr ti~ Dy the Qoard 

and transferred to another fund or account of the -board 

established 'for pur_poses of [this act ]• but not to any ot.her 

fund or account. 

(4) fn-erder-~o-sssa~~he-ae+ft~enanee-ef-ehe-requ+red 

debt-ser•+ee-res~¥@-+ft-~fte-reserwe--~a"d?--~he--+egTs+e-.re 

.ay--epproprtete--~o--the--beerd-f.r-depes~-+n-~-~~ 

s••y-eert+'f+e&-hy-~M-etta+:r-ft-of-i:he-t!te$r&-"-•tte--••vet"'t"tor 

eml--tto-----+eg+oo4o-er--•~te~"'_,. ___ .,....,_re._,......._., 

ftlml'"'i>e--ett--ltftt:---"--f:e-~--rett•...,e<l--deM--"ee 

re~e• Nothing In this sub•ee~ SitiiQM creates a de~t 

or l i-abl1 ity of t.he st~t•• 

(5) Notwithstanding any provision of Title lle chapter 

6r the board of lnvest•ents .av lend •oney for deposit to 

the r~serve fund in an a.ount equal to any deficiency in ~he 

required debt service reserve. The loans shall be made on 

such reasonable terms and conditions as the b_oard considers 

proper [and as aay be agceed upon betwean thf!' boar:d an.d .the 

boa-rd of' invest.•ents],. incluc:U.ng w:ithout 1 imitation ter•s 

and conditions providing th~t the loans need not be ~epaid 

unti-l the obligations of the board secured and to be secu.r_ed 

Oy the reserve fund are no longer outstanding. 

'i.ectlan 22. Additional funds and ~~:c:.c-ounts. The board 
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•ay in Its discre~lon establish additional reserves or other 

funds or accounts necessary, desirable, or convenient to 

fu~ther the acco•plish.ant of the purposes of {this act] or 

to coaply ~Jth the provisions of any of Its agree.ents or 

resolutions. 

Sectfon 23. Investaent. (1) Unless otherwise required 

by a resolution or agree.ant of the board, the board may 

invest funds COMing under its control pursuant to [this act) 

in the saMe manner as per•ltted for investaant of funds 

belonqing to the state or held by the state treasurer. 

(2) Funds from se¥eral or all accounts •ay be coabined 

for lnvest.ent, and any Interest earned shall be prorated 

and credited to the various contributing accounts on the 

basis of the a•ounts thereof invested, calculated according 

to an 3Yerage periodic balance or other generally accepted 

accou~tlng principle. Such proration •ust be calculated at 

least unce a year or upon a 5~eclfic request •ade to the 

board. 

(3) All securities purchased by the board as an 

investRent re~aln In the custody of the state treasurer 

until the sa~e are sold 9 exchanged, retired, or mature and 

are paid. 

Section z•• Credit of state not pledged. Obli9ations 

issued under the provisions of [this act] do not constitute 

a liabili~y or obi lga~lon or a pledge of ~he faith and 
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credit of the state but are payable solely from revenues or 

funds of the board generated or received 

[this act]. An obligation issued under 

for purposes of 

(this act] JOUs~ 

contain on the face thereof a state•ent 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 fs pledged to 

the oay•ent of the principal of or the interest on the 

obliyatlon. 

Seetion 25. Sale or exchange of •unicipal securities. 

(1) tfotwlthstandlng any law applIcable to or constituting 

any limitation on the •axi.um rate of interest per year 

payable on bonds or notes or to annual interest cost to 

Maturity of aoney borrowed or received upon issuance of 

bonds or notes. every local govern.ent unit is authorized to 

contr-Jct to pay interest. on or an interest cost per year for 

~oney borrowed from the board and evidenced by its •unicipal 

securities purchased by the board without regard to any 

stat.utory 1 in~itations as to rate of Interest per year 

payable or as to annu<'l interest cost to maturity of money 

borrowed by the local gover'lment unit. Every 1 ocal 

government unit is authorized to contract with the board 

with respect to the loan or purchase, and the contract must 

contain the terms and conditions of such loan or purchase. 

Every local govern~ent unit is authorized to pay fees and 
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cha .. ge& 

(2) 

required tb be paid to th~ boa~d-fOr Its services. 

NotwitJtstand1n·g any law applicable to or 

con!O'ti t.ut lnq any J i Mi tat ion on- the sale of bonds or no-tes 

eJCcept t.he 1 i 111'1 tat ion on AGJOUnt of bonded indebtedness, any 

local govern111ent untt may sell bonds or notes to thE! boa-rd 

by private negotiated sal•• without li•itation as to 

dEmoMI nat I on. Th~ bOnds or notes •av· be fully re9istered or 

reglsterab1e as to principal only or in bearer for• or May 

bear interest: at th• ra~e or rates, all in accordance with 

this seCt I on·. The- bonds or notes mar be ev-idenced in the 

ntant"tel" and •ay contain other· prO\fls-tons not int:-onsistent 

wl~h [~his ac~J and aay be soJd ~o ~~ boerd·withou~ 

advettlse~~ent at the prtce or prlcitS as oy be detef•lllned• 

all as provided In the proceedings of the gO•ernlng body of 

the local governntent unit pursu•Jnt to which the- bonds or 

notes are authOrized· ~o be issued• The governing body of the 

local govern.en~ untt aay provide for the exchanq~ of coupon 

bonds for fuH y· r"'J-istered bor\'d~ ~nd of fully registered 

bon~s for· coupon bonds and for the 

bonds after Issuance for bonds 

e;l<chan·ge o'f any such 

of la,-ger or Sllaller 

deno•natlons~ all In the •anner provid@d in· the proceedings 

authorizing their issuance. The bonds in changed for~ or 

deno"'i natIons •ust be exchanged for the surren·dered bonds In 

the sa~~te aggregate ·principal attoun=t-s and in such .anner th-at 

no overlapping interest fs paid and the bonds In chan9ed 
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for• or denoMinations bear Interest at the sa .. rate or 

rates and mature on the seae date or dates as the bonds for 

which they are exchanged. If any exchange is made under this 

sub'Se:tion, the bOnds surrendered by- the holders at the tflfte 

of the exchange must be canceled. The exthango· .ay be made 

only at the request 

surre1dered. The local 

of th• holders 

govarn.ant unit 

of the bond• t.o ** 
•ay re~fre all 

e•t~ens. es incurred ·in connect I on wIth the- exchange t.o- be"· paid 

l>y ~he holders. 

Section 26. Care and custody of bOnds purchaSe-d' b·y the 

boa~d• The· board·aay: 

Ul ent•r into agree...,nts or coM:raotts with a bani<• 

trust coiJPany, or financ-Ial institution• Inside Of' outst·oe 

the state. as may be necessary. desirable• or convenient, in 

the apinion of the board, for rendetinq services in 

connect~on with: 

fa) the care. custody~ 

bonds or other invest.ants 

pursur.nt to [this· act]; 

or safekeapJ ng 

held or owned-

of """·iclpal 

by the bt>Md 

(b) the pa·y11en~ or co11 ect.i on of aiiOUnt:s payab'l& as tO 

princtpal or fnterest1 and 

(t) the delivery to the board of IIUniclpal bond-s or 

other invest~ents purchased by it or sold by it pursuant to 

[ th 1s act}; 

(2• pay the cost of those services; and 
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(J) alsoy in connection Nlth any of the services to be 

rendered by a bank. trust co~any• or financial institution 

as to the custody and safekeeping of its •unicipal bonds or 

invest•ents, require security In the forM of collateral 

bonds, surety aqreements 9 or security agree•ents in such 

for• and amount as. in the opinion of the board, is 

necessary or desirable. 

~action 21. Insurance or guaranty. The board may 

obtain, fro• a depart•ent or agency of the United States or 

a no~governmental insurert insurance or guaranty for the 

pay•ent or repayMent of interest or principal, or both, or 

any part of interest or principal on bonds or notes issued 

by the board or on •uniclpal bonds• bond anticipation notes. 

or notes of local govern.ent units purchased or held by the 

bnard. 

section 28. Default In payMent. If the board or local 

gover~~ent unit d@faults In the pay•ent of principal or 

interest on an Issue of notes or bonds after they beco.a 

due9 ~hether at •aturity or upon call for redeMption. and 

the default continues for 30 ddYSt or if the board or local 

go~~rn»ent unit fails or refuses to co•p1y Nith [tnis act) 

or defaults in an aqree•ent made w1th the holders of an 

iSsue of notes or bonds 9 the holders of 25* of the aggregate 

~rlncipal a~unt of the outstanding notes or bonds of that 

Issue have the rightt upon proper application to a court of 
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co•petent jurisdiction, to have a trustee appointed to 

represent the holders of those notes or bonds for the 

purposes provided in [this act]. 

Section 29. PoNers and duties of trustee on default. 

(lJ A trustee appointed under [section 28) may: 

(a) by civil action enforce all rights of the 

noteholders or bondholders, including the right to require 

the board or 

charges. and 

amortization 

local government unit to 

other fees and to collect 

pay•ents on bonds and notes 

collect rates, 

interest and 

held by the• 

adequate to carry out a pledge of or an agree•ent as to the 

rates, charges. and other fees and of the Interest and 

aMortization payaentst and to require the board or local 

gover1ment unit to carry out any other agree•ents with the 

holders o~ the notes or bonds and to perfor• their duties 

un1er [this act]; 

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

{c) by civil action require the board or local 

gover'l:nent unit to account as if it were the trustee of an 

e~press trust tor the holders of the notes or bonds; 

(d) by civi 1 action enjoin 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 

andt if all defaults are ~ade goodt then, with the consent 
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of tht holders of 2SS of the p.r inc i pa-l a•ount of the 

outstanding notes or bonds• annul the declaration and its 

con seq ue.'lces. 

(2, The trustee. in addition to the powers stated in 

subsettion (1)• has all the powers necessary for the 

ex-ert:.ise of functions specificall-y set out: or incident to 

the Qeneral representation of bondh~lders or noteholders In 

the e.'lforce.ent- and prot.ec~ion ef their r-l~s. 

(3t Bafor<> declaring the principal ~f notes aT bond.s 

due and payable, the tr~stee .u$t ~l¥e 30 days• notice in 

writing to the qovernor-• 'the attorney- general. and the board 

or local gevern.ent unit da#aultjnq. 

Section 30· E:xeaption fr·oa. execu-ti-on and' sale-. All 

property of t-he board. other than its r·eveAUe6 or funds 

recefved pursuant t.o [this act]• Is exettpt froJA levy and 

sale by vir-tue of an e·x-ecution-t aftd fiG ttKe€.Y"t:ion or ot.hu 

judlci al process t1tay issue against. s-uch prOfJ&rt.,... A judqatnt 

agaln'St "the board CQnstitutes a char-ge or 1 ian upon such 

property. 

Section 31· Annual audit• t+t The board•s books and 

records aus t be audIted a-t: 1 eas-t: once each f i sea-l year IIX..-ll& 

A.Lllf:_llll!l;miiLllf-II!~GI SLAU)I~_AUQl 108. ~6UIIA.I. 

C.~ll..~IIIf-AIIIllL.:ii:W.L...&LeliJLE!Ull! IHE..IIIJUD• S EU~D!io 

t~t--F~e--te~,te~+w.--eea~--•ay-eeft~~-an-etid~&t 

8fty--t+.a--~pen--~~-~qa~--ef--e~--te~~te~ve---•.S~ 
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eeiiMII'i+i:ee• 

Section 32. Annual rQport. Sy Septeaber 1 of each 

year, the board shall publish a financial r~t for 

distribution to the governor, the leqisJat.ure,. au Ute 

public. The repor-t ... s.t include a atateu,nt: of the b.oard"s 

curre~t financi.al post tion with re-spect to It-s. ac-.iv.4t.J8'5 

under [this act]• a suaaary of its activities purs~ to 

['tttls act] during the previous year (including a· l.ist·l-ng- o.f 

the l~cal governaental securities purchased by tbe ~oar69 a 

listing of the bonds and note-s 50ld by the board.• aM a 

su.MM'y of the p.e.rfo-rt~~ance of .ny ot-her invest8aftt.s of t-tte 

board·~ fUA<I>L recei- -.r· [tllh act)h an es.ti- of t-lte 

lev&ls of s-wch acthl-itt-es for the next Y1it&f"·• aiNl a

co.pu-·1 son of s.w:h act l v l ties durIng the previous ,.at" w.f Ul: 

the estiaates of those activities t~ we~e .ada ~a the 

pr&vi~us armual report. 

Se-ction 33. Lt•ltatJons on board•s pot~~er. uncter (tft.i-$ 

act} th@ board may not: 

( 1) make loans o..f IIGAey to any person, fl ~. or 

corpo.rat ion ot.her than a 1 ocal governltiEnt uni .. t or purcha-se 

securfties issued br any pe-rson• firwt, or co.rperati-on ~er 

than a local government unit as provided in [this act]; 

(2) e•it bills of credit, accept deposits of money for 

tiae or demand deposit• engage in any for• or .anner in the 

conduct of any priva~e or co..ercial banking bUSin&$6• or 
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act as a savings bank or savings and loan association; 

(3) be or constitute a bdnk or trust co•pany within 

the jurisdiction or under the control of the state banking 

bodrd 9 the depart•ent of com~erce, or the co•ptroller of the 

currency of the United States departaent of the treasury; 

(4) be or constitute a bank• banker. or dealer in 

S9CIJfftieS within the meaning of or subject to the 

provisions of any securities, securities exc~ange, or 

securities dealers law of the United States or of this state 

or of dny other state. 

fHE&f=12=&=Hf¥:~5fEff9N-fHtf-8Et8St 

~ee~•eft-~~.--MvR+c+pe+--f+"ence-~ueran~y-f~nd•--tlt-~he 

eeaP~-~~~~~-e~ee~e-a-•~n~e~~-~~ne"ee--~tte~e~~y--ftt~d·--~he 

ftifl~-~~~-he-he+d-hy-e~~tis~e-ep-o~he~-t+~ue+a~y-6es+9na~ed 

By-~Ae-hea~~w-~h .. e-•~s~-ee-eepe§f~eft-+n~e-~he-f~n~-~mo~n~§T 

+ft~~~~nee-~ee~y-pre•~~e$y-o~d-~~eh-8~her-~ewend~~-~nd-8~~~~~ 

~~-~h@-b~a~d-eofts+de~~-ne~e~~e~y-~e-e&m~~y-w+t~-efty-een~~ee~ 

e~--a~~ee.e~--e~e~e~--+n~o--ey-~~e-boerd-~n~er-ts~e~To~~-+ 

thr~u~-e9j•-~h~-bos~d-me~-berrew-from-end--depos+~--+n--the 

m~~e~~o~--F~neftee-~ti&ron~y-f~ftd-ti~-te-•cws-~+~~Ten-from-eny 

eyef~ee~e-ste~e-feftdT-?ne~~d•n~-~~nd~-ef-~he--Menteno--boerd 

of.-ho~s-1-"~ 

fit--•"e--a~~nts--+n--the-fund-must-8~-~sed-te-set+~Ty 

eny-e+e+M-resu+~~!-f~eM-e-defeu+ted-+o8ny-+~e,ey--o~--o~~er 

ered++--egreementw--fhe-e~o~n~s-fn-the-fund-msy-else-be-~sed 
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ter-any-e,he~-~u~o~e-pr~erfhed-By-the-&oard-fft--eeeo~dSftee 

~+~~--~~eraft•y-eeft~~ee~s-w+~ft-#fftafte+e~-•~~·~~~+sns-eft~e~ed 

i~~e-~r~~ent-•e-fsee~+eft~-~-tft~o~~h-~9~y-+~e~~d+ft.--w+~ft&~~ 

++ .. tatfeft--~e--~~e~ee~+eft--e#-the-+ft~P~-~-~he-eeer~-+n 

~rejee~s-e~~•n~-per+o~$-o#-~e~?ftq~eney-o~-apon-defeu+tw 

t~t--~he-•fnfM~M-reserve-requ+rement-fo~-the--mun+e+pe~ 

~+A~ftee-~tiaraft~Y_,~ft4-~s~-Be-~deh-eaedftt-a~-•ey-he-~~w+ded 

fft--~ft--e~reemeft~-rese~u+•efty-a.-Tftdeft+e~e-w+th-+he-ho~eers 

ef-heft8~-+~§tied-Hftder-f~eet+en~-~-th~a~~~41y--~~-no~-Tn 

eMeess-ef-the-e1~e~e+e-eftftU~-~y•en~-~e-an~er-the-+oons~ 

~ee~esy--or-~ftep-e~ed++-e~reeMeftts-§b~~e~eed-by-the-beerdw 

Ne-leen.-+eesey-e¥-ether-eredi~-e~reemen~-aey-be--g~~eft~eed 

8y--~~e--B6a~6--+f--~he--eme~n~--ef--~eney--eve++eh+e-+n-~he 

M~n•e+pe+-#•~~ftee-~~e~~~~y--+~nd--we~~e--he--+es~--~ft~~--~~e 

m+n+•um-reserve-~qa+rementw 

~t--~n---erder---~o--e~SdPe--the--me+fttenenee--e~--the 

m~~Te~p~~-f~~e~ee-g~~P~~~r-f~ftdy-~he-ehe~~meft-~~--~he--be~~d 

~h~+~y--&ft--~P-be+e~e-Se~tembe~-r-+n-eeeh-yee~-p~eeed+ng-the 

eenven+n~-o¥-~he-+e~~~+e~~~eT--de+•veP--te--~he--~ev~~n&P--8 

EeP~•¥•ea~~-~~a~+n~-the-~~MT-~f-eftyT-~~q~+~ed-~e-re9~&re-tft@ 

~~efp~+--f.f~d~e@--~uaP~n~y--tund--to--the--~+n+m~~re9erve 

~eq~trementr-~he~o•eTner-~he++--+netu~e--+n--~he--e~ee~~+~e 

bu~qet--sabm+tted--~o--~he--+e9~~+e~ure--~he-s~•-re~+~ed-te 

re~~e~e-the-mtin+e+~~+-ftnanee-~uaranty-f~ne-~--~he--mTnTMUM 

~•~•~w~-~equ+r~~·"~• 
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HB 01\33/.0~ 

~t--.. t.-t--.. -t..~ ........ -~~~~~..--~--<ier-'1>1\~ 
2 ~ee~..a--~.-..,.s~.;..btt_~-+:oetl$-ito~~e..-::a..t.~~..,.flllti4:~--~1!:4P-$i-.ft-..-_~$ 

3 'Wie-s:taU-~ree'St~~y~H~-+Me-...•t!'-&o:,~t..,._ev,..;,+QM-operet>t'..r.tJ.g 

It r._eYenue"S--.of.--t-he-boartl-i-n--e:~oee_~'!l.s-e.-f-eeotUt-\$-"'!'tR;..,..._r~•dl""fot"-the 

'i 9-~"'-'"'eftot-ee-ef-+:osm.-

6 Section 34. S-everability. If~ pdrt Qf thi.s <)c.t is 

1 invalid, all valid p<lrts that ar-e s..e'leraOle frorq the inv<JJid 

8 p~rt reaain i.n ttf';f·ec.t. If _a _p..al'.t qf thi-s a-ct is invaJ i.O in 

9 one Qr .o¥e of its application~. the part re•ains in eff~t 

10 in all valid applicdtions th.Jt are severdble from the 

11 invali~ applic~tions. 

lZ Sect. i-on 1-;. Co&of"_·cH:na~iOA i.B.St.T~ti.,.,_ If e.~ tber ijOU5.e 

13 Bill No. 100 or == ~ Bill II<>• =-t~=£;-U.~ l,lliQ is 

14 el)~ct-ed by t:be 48th legi.sl-a~r~ and ~rqy~d by t.he 

}5 :~ove.r:.nor. the- defi·.,..i-t-i.Oil o'f ·~~,4J' i.n ~ti-QI\ -'t is chang~d 

16 to tAe ·~~a econe.ai c d.ev~l..o.p~~en-t bQ.i\ffd• and a1-1 

17 r•ferences to the •-bo-.r,d• in th_. s act, a:xce-pt the rt!ferenc.e 

lB to the b.oard of investments in subsection (S> of section 21, 

19 Me.:tn tRe f!oBt..aa ec.GBOIIIiC de¥el~nt boar-4.. T,he bracket.e.Q 

20 lo!VHJU&.\je in s,lf.bse.ct.i·-on (5J of fi&Cti.o.n ll .is e·ffecti.ve ooLy 

Zl if eit.her tious.e &il~ N.o. 100 or= l:laU.£f Bill No. =:--f*:!'E 

Z2 ~H+i :tQa is enact!Od. by u,., {t&t,h 1-e,qi sl;otu•e .and "''P.•ov.ed b.y 

.23 the governo-r_. 

24 ~~...lh,_U"FEHU£ ¥Iii.· fHJS AC.J H Eff!iCJ~ 

25 ~Ai(;..UI! AfPRQit,ll o 

,-End7 
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Mr. Speaker: 

CONFERENCE COMMITTEE ON 
AMENDMENTS TO HOUSE BILL 733 

(Report No. 1, 1:00 p.m.) 

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: FOR THE SENATE: 


