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. BILL NCe £

INTRODUCED BY

A BILL FOR AN ACT ENTITLED: "AN ACT TO AUTHORIZE AND

PROVIDE FOR THE ISSUANCEs EXECUTIONy AUTHEMNTICATION, AND
TRANSFER OF PUBLIC OBLIGATIONS IN REGISTERED FORM; AND

PR2VIDING AN EFFECTIVE DATE.™

WHEREASs Congress has enacted the Tax Equity and Fiscal
Responsibiltity Act of 1982 that reguiress among other
thingss that all public obligations be issued in reqistered
form if the interest earned on such obligations is to be
exempt from the federal income tax; and

WHAEREASy Congress has extended from January 1y 1983y to
July ls 1983y the effective date of the Act insofar as it
applies to the registration of public obligations for the
purpose of allowing statess municipalitiess and the
commercial world to enact laws and ordinances and implement
proceduraes to facilitate compliance with the lawj and

AHEREASy current Montana law does not provide for the
issuanze of most public obligations in a registered form;
and

AHEREASe the inability of the statey tocal governmentsy
schog! districtsy or other gevernmental entities to issue

registered bonds results in an inability to issue public
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obligation bonds on which the interest earned is tax exempt;
and

WHEREASy the ability to finance public improvements
through the issuance of tax-exempt bonds is critical to the
conduct of the public business.

THEREFOREy It Is the intent of the Legislature to
authorize the states Tocal governmentsy schooc) districtse
and other governmental entities to issue in a registered
form the public obligations they are now authorized to

issue.

BE IT ENACTED BY THE LEGISLATURE OF THE STATE DF MDONTANAS

Saction le Short titlees {This act] wmay be cited as the
"Modal Public Obligations Registration act of Montana%.

Section 2. Definitions. As usad in [this actls the
fecllowing definitions apply:

{1) ({(a) "Authorized officer® meanssy with respect to
any certificated public obligagion:

(i) an individual whose signature to the certificated
public okligation is required or permitted; or

fii) an individual whom an authorized officar mays
eithar alone or with the concurrence of another or otherss
permit to affix his signaturz to the certificated public
abljgyation and who s so permitted in w@writing by the

authorired officer with any required concurrances

INTRODUCED BILL
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[(b) "Authorized officer™ meanss with respect to any
uncertificated public obligations any individual referred to
in tnis subsection as an authorized officer with respect to
a certificated public obligation of the same class or
seriess

{2} ™Certificated vublic obligation®” means an
obtigation that is:

{a) issued pursuant to 2 system of registration;

{b} represented by an instrument; and

(c) either one of a class or series or by its terms
divisible into a class or series of obligationse

(3) “Code™ means the Internal Revenue Code of 1954, as
amendeda

{4) "“Facsimile seal” wmeans the reproduction by
engravings imprintingy stampinges or other means of the seal
of the issuery officialy or official bodye

{5) ™=™Facsimile signature™ means the reproduction by
engravings Imprintings stampings or other means of the
manual signature of an authorized cofficers

{5) ™Financial intermediary™ means a banks brokery or
clearing corporation or the nominee of any of them or other
person or nominee which in the ordinary course of its
business maintains public obligation accounts For its
cCustounerse

(7) ™=Issuer® means a public entity thats
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{a) executes a certificated public obligaticn to
evidence its duty to perform an obligation represented by
the certificated public obligation;

{b} undertakes to perform an obligation that is an
uncertificated public obligation; or

{c) becomes responsible for or in place of a public
entity described as an issuer in this subsection.

{8) "Obligation®™ means an agreement of an issuer to
pay nrincipal and interest and includes a share,
participations or other interest in any such agreement.

{9) "Official actions™ means the actions by statutes
orders ordinances resolutions tontracts or other authorized
means‘by whlch the issuer provides for issuance of a public
obilgatiun-

{10) "0Official or official body™ means the officer or
body that is empowered under the laws of one or more statess
including this states to provide for original issuance of a
public ¢bligation of the issuer by defining the obligation
and its termsy conditionssy and other incidents; the
successor or successors of any such official or official
body; and such other person or group of persons as are
assigned duties of such official or official body under
applicable Taw from time to time.

{11) "Original issuance®” means the first transfer of a

public obligation by an Issuer to a purchasere
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{12) "Public entity* means any entitys departmentsy or
agency that is empowered under the taws of one or more
states, including this statey to issue obligationss any
interest Wwith respact to which may under any provision of
law bz provided an exemption from the income tax referred to
in the code« The term ™public entity® may include this
states a political subdivisione a municipal corporations a
state university or collegey 3 school district or other
specizl districte a joint agreement entitye a pubtic
authnritye a public trusty 2 nonprofit corporations or other
organizationes

(13) ®"Public obligation® means either a certificated or
an uncertificated public obligationa

(14) *System of registration®™ and its variants means a
pltans

(a) with respect to a certificated public obligations
that rrovides that?

{i) the certificated public obligation specify a
perssn entitled te the public obligation or the rights it
reoresants; and

{il) transfer of the certificated public obligation may
be renistered wupon books maintained for that purpose oy or
on behalf of the issuer; and

(b)Y with respect to an uncertificated public

onliaationy that provides that transfer of the
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uncertificated public obligation be registered upon books
maintained for that purpose by or asn behalf of the issuera

{15) "Uncertificated pubtic obligation™ means an
ohligation that is:

{a} issued pursuant to a system of reqgistration;

{b) not represented by an instrument; and

{c) either one of a class or series or by its terwms
divisible into a class or series of obligations.

Saction 3. Declarations of state interest -— purposese
[1) Sections 103 and 103A of the code provide that Iinterest
with respect to certain obligations may not ne exempt from
the income tax if they are not Iin registered form. It is
therefore a matter of state concern that public entities be
author ized to provide for the issuance of obligations in
such forme Xt iS5 a purpose of fthis act] to authorize all
public entities to establish and maintain a system pursuant
to which obligations may be issued in registered form within
the meaning of sections 103 and 103A of the codes

(2) Obligations have +traditionally bean issued in
kearar rather than in registered forme and a change from
baarer to registered form will significantly affect the
ralationshipsy riahtsy and duties of issuers of and the
persons that deal with obltigations ands by such effecty the
costse Such effects will impact thae various issuers and

varieties of obligations differentlyy depending on their

-6
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legal and financial characteristicsy their marketsey and
their adaptability to recent and prospective technological
and organizational developmentses It is therefore a matter of
state concern that public entities be provided flexibility
in th= development of systems of registration and control
over system Incidentsy so as to accommodate differing
impactse It is s purpose of [this act] to pravide for the
establishment and maintenancey and amendment from time to
timey of differing systems of registration of obligationse
inctuding system incidentss so as to accommedate the
differing impacts upon issuers and varieties of obligationss

Saction 4« System of registrafion. {1) Each issuer is
authorized to establish and regularly maintain a system of
registration with respect to each public obligation that it
issuese. The system may be either a system pursuant to. which
only certificated public obligations are issued or a system
pursuant to which both certificatad and uncertificated
pubtic obligations are issueds The issuer may ciscaontinue
and reinstitute either system from time to timee ’

{2} The system mwmust be established and reqularly
maintained or amendeds discontinuedy or reinstituted for the
issuer by the official or official body.

{3} The system wmust be described in the official
actions that provide for original issuance and in subsequent

official actions providing for amendments and other matters
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from time to time. Such description may be by raference to a
program of the Issuer that is established by the official or
official bodye

(4) The system #must define the methcd or methods by
which transfer of the public obligations is effective with
respect te the issueres which method or methods are exclusive
(substantial compliance being esseptial to a valid transfer)
and by which payment of principal and any interest must be
madee The system may permit the issuance aof public
oblinations in any denomination to represent several public
obligations of smaller denominationse The system may also
provide for the form of any certificated public obligations,
for differing recard and payment datess for wvarying
denominationss and for accountingy canceled <certificate
destructions and other incidental matterse

{3) Under a system pursuant to which both certificatea
and uncertificated public obligations are issueds both types
of public obligations may be regularly issuved or one type
may be reqularly issued and the other type issued only under
descrited circumstances or to particular described
categories of ownerse Under a system pursuant to which
uncartificated public obligations are regularly issued
provisions may be made for registration of pledges and
releasese

(6) The system may include covenants of the issuer as

—ge
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to amendmentss discontinuancess and reinstitutions and the
effect of such on the exemption of interest from the income
tax provided for by the code.

{7y If the effect of a conversion from one of the
forms of public obligations provided for in [this act] to a
form not wprovided for in [this act] is that interest will
continue to be exempt from the income tax provided for by
the codees [this act] does not preclutde such conversione

(8) To the extent not inconsistent with [this act]s
the rights provided by other laws with respect to
obligations in other forms must be provided with respect to
obligations in forms that may be used under {this act]e.

Section S Certificated public obligation —- execution
-~ authentication. {1} A certificated public obligation must
be executed by the Tssuer by:

{a) the signing by an authorized officer with the
manual signature of such officer; or

(b) the signing by such officer with a facsimile
signature in Tieu of the manual signature of such officera

(2) ftach certificated public oblTigation mays in
addition to the Signature or sigratures of an authorized
officer or officerse have placed upon it a certificate or
certificates as authenticating trustees registrars transfer
agents or the likes Such certificate may be signed by the

manual signature of an individual or by a facsimile
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signature in lieu of a manual signatures provided that at
least one certificate is signed by a manual signatures

{3} The certificated public obligation must bear the
manual signature of either:

{a) an authorized officer as defined in [section 2};
or

{b) a person described in subsection {2)e

Section 6« Certificated public obligation -
signaturess (1) No certificated public obligation signed by
the authorized officers at the time of the signing is
invalid or without binding effect even though hefore the
issuance thereof any or all of such officers have ceased to
fill their respective officese

{2} Any authorized officer employed to sign any
certificated public obligation may adopt as and for the
signature of the officer the signature of a predecessor in
office in the event that such predecessor®s signature
appears on such certificated public obligations

Section Te Certificated public obligation -~— seale.
when a seal is required or permitted in the execution of any
certificated public obligatieny an authorized officer wmay
cause the seal to be printeds engravedy stampeds oOF
otherwise placed in facsimile thereon. The Ffacsimile seal
has tha same tegal effect as the impression of the seale

Section 8« Uncertificated public obligation —— signed

~-10-
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statementse The issuer shall providey with respect to its
uncertificated public obligationss for the sending of
written statements that provide a record of certain rignts
as of the time of issuance of the statewmentse The statements
must be sent to each person acguiring rights by registration
in uncertificated public obligationsy and the statements sc
sent must be signed by an authorized officer or by a person
whose signature is required or permitted to be placed on a
certificated public obligation of the same class or seriess
Statementsy as suches confer no right on the recipienta
Statements are neither a negotiable instrument nor a
securityas

Section 9« Agents ~- depositories. (1} An issuer may
appoint for 2 term as may be agreedy including for so long
85 a public obligation may be outstendings corporate or
other authenticating trusteesy transfer agentss registrars,
or 2aying or other agents and specify their rightse
compensationy and dutiess limit their liabilitiess ang
provide for their payment of liguidated damages in the event
of breach of certain of the duties imposedy which liguidated
damages may be made payable to a financial intermediarys No
trusteey transfar agents registrare paying or other agent
need have an office or do business within this states

(2) An issuer may enter imto agreements with custodian

banks and financial intermediariesy and nominees of any of

Y]

L U

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

LC 2277701

thems in connection with the establishment and wmaintenance
by others of 2 central depository system for the transfer or
pledge of public obtigationse The custodian banksy financial
internediariess and nominees mayy If qualified and acting as
Fiduciaries, also serve as authenticating trustees, transfer
agentsy registrarss of paying or other agents of the issuer
with respect to the same issue of public coljigationse

Section 10« Costs ~— collectiona (1) An issuery prior
to or at original issuances may provide as a part of a
system of registration that the transferor or transferee of
the nublic obligations pay all or & desionated part of the
costs of the systems that Costs be paid out of the proceeds
af the public obligationss or that both methods be used. The
portion of the costs of the System not provided to be paid
by the transferor or transferee or out of proceeds s the
liability of the issuers

{2) The issuer may as a part of the system provide for
reimbursement or for satisfaction of its liability by
payment by others. The Issuer may enter Iinto aqreements with
others respecting reimbursement or paymenty may establish
fees and charges pursuant to such agreements or otherwises
and may provide that the amount or estimated amount of the
fees and charges wmust be reimbursed or paid from the same
sourcas and by means of the same collection and enforcement

procedures and with the same priority and effect as with

-12-
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respect to the obligationa

Section 1lle Deposits for sacuritye Whenever under any
Taw of +this state a deposit of public obligations is
authorized as securitys public ohligations otherwise meeting
the adutharized criteria may be deposited and must be
accepted as securltys provided that in the case of a
certificated public obligationy the instrument &s assigned
ta tha holder of the deposit and in the case of an
uncertificated public obliqationy registration of a plaedge
is authorized by the system and the pledge of the
uncertificated obliqgation is registered.

Section 124 Public records -—- 1locationse (1) Nith
regard  to the ownership or pledge of public obligationss
records ara not subject to inspection or Copying under any
law of this state relating to the right of the public to
inspect or copy public records.

[2) Registration records of the issuer may be
maintained at 1locations inside or outside this state
determinad by the issuere

Section 13. Applicability == election -- rescissions
{1) Public obligations may be {issued as certificated or
uncertificated public obligations as provided in {this act]s
notwithstonding provislons of law providing for issuance in
other forms. Whenever bonds are issued under {this act]y the

provisions of [this act] are alternative and supplemental to
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such other provisionse

{2) Nothing in {this act] limits or prevents the
issuance of obligations in any other form or nanney
authorized by law.

(3} The provisions of [this act] may be applied to
obligations that have previously been approved by votey
referendums or hearings authorizing or permitting the
authorization of obligations in bearer and registered form
or in bearer form onlys and such obligations need not be
resubmi tted for a3 further votes referenduws or hearing for
the purpose of authorizing or permitting the authorization
of obligations in registered form only.

Section 14« Censtructions [This act] must be construed
in conjunction with the Uniform Commercial Code and the
principles of contract law relative to the registration and
transfer of obligationsa

Section 15« Effective dates This act is effective July
ly 1923,

~Erd-
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Approved by Committee
on State AdminAstration

.. BILL NO. Z?

8
INTRODOLCED BY -

A BILL FOR AN ACT ENTITLEDs: AN ACT TO AUTHORIZE AND
PROVIDE FOR THE ISSUARCEs EXECUTIONy AUTHENTICATIONy AND
TRANSFER OF PUBLIC OSLLIGATIONS IN REGISTERED FORM; AND

PROVIDING AN EFFECTIVE DATE.™

HHEREASs Congress has enacted the Tax Equity and Fiscal
Responsibility Act of 1982 that requiresy among other
thingss that all public obligations be issued in registered
form if the interest earned on such obligations is to be
exempt from the federal income taxi and

HHEREASy Congress has extended from January ly 1983 to
July le¢ 19834 the effective date of the Act insofar as it
applies to the registration of public cbligations for the
purpose of allowing statess municipalitiess and the
commercial world to enact laws and ordinances and implement
proceduras to facilitate compliance with the lawi and

AHEREASs current Montana law does not provide for the
issuance of most public obligations in a registered fors;
and

AHEREASe the inability of the states local qovernmentsy
schaol districtsy or other governmental entities to issue

registered bonds results in an inability to issue public
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obligation bonds on which the interest earned is tax axempt;
and

WHEREASy the ability to finance public improvements
through the issvance of tax-exempt bonds is critical to the
conduct of the public businesse.

THEREFORE, it is the intent of the Legislature to
authorize the states local governments, séhool districtsy
and other governmental entities to issue in a registered
form the public otligations they are now authorized to

issues

BE IT ENACTED 8Y THE LEGISLATURE OF THE STATE OF MONTANAS

Section 1ls Short titles {This act] may be cited as the
#Mog2] Public Obligations Registration Act of Montana®™.

Section 2. Definitionss As used in [this act}s the
following definitions apply:

(1} {a) "Authorized officer™ meanss with respect to
any certificated pudblic obligationt

(i} an individual whaose signature to the certificated
public ohligation is required or permitted; or

fii) an individual whom an authorized officer mays
eithar alone or with thz concurrence of another or othersy
permit to affix this signatur2 to the certificated public
obliyation and who is so oermitted in writing by the

authorized officer with any required concurrencea

-2
SECOND READING
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(b) MAuthorized officer”™ meanss with respect to any
uncertificated public obligations any individual referred to
in this subsection as an authorized officer with respect to
a certificated public obligation of the same class or
Serics.

(?) ®cCertificated. public obligation® means an
obligation that is:

{a) issued pursuant to a system of registration;

{b) represented by an instrument; and

(c)} either one of a class or series or by its terms
divisible into a class or series of obligations.

(3) "Code™ means the Internal Revenue Code of 1954y as
amended.

(4} *"Facsimile seal™ means the reproduction by
engravings imprintings stampings or other means of the seal
of the issuery offlcialy or official bodye

{5) ®=Facsimile signaturae™ means the reproduction by
engravings Imprintings Stampings orf other means of the
manual signature of an authorized officeras

{5) ™Financial intermediary™ means a banky brokere or
clesaring corporation or the nominee of any of them or other
person or nominee which in the ordinary course of its
business maintains public obligation accounts For its
CUSLUMQrSa

{7} “Issuer®™ means a public entity that:

-
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[e) executes a certificated public obligation to
evidence its duty to perform an obligation represented by
the certificated public obligation;

(b} wundertakes to perform an obligation that is an
uncertificated public obligation; or

f{c) becomes responsicle for or in place of a public
entity described as an issuer in this subsections

{8) "0Obligation™ means an agreement of an issuer to
pay orincipal and interest and includes & shares
participations or other interest in any such agreement.

{9) ™“official actions® means the actions by statutey
ordery ordinancey resolutions contracty or other authorized
means by which the issuer provides for issuance of a public
obligatione

(i0) %oOfficial or official body¥ means the officer or
body that is empowered under the laws of one or more statcsse
including this states to provide for criginal issuance of a
public obligation of the issuer by defining the obligation
and its termsy conditionsy and other incidents; the
successor or successors of any such official or official
bodys and such other person or group of persons as are
assigned duties of such official or official body under
applicable Yaw from time to times

{11) ="Original issuance™ means the first transfer of a

public obligation by an issuer to a purchasera
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(12) =Public entity™ means any entitys departmenty or
agency that is empowered under the Tlaws of one or wmore
statess including this statey to issue obligationss any
interest with respect to which may under any oprovision of
Taw b2 provided an exemption from the income tax referred to
in the code« The term “public entity® may include this
states a poltitical subdivisiony a3 municipal corporations a
state wuniversity or <collegers a school district or other
special districts a joint agreement entitys a public
authoritys a public trust, a nonprofit corporations or other
orqanizatione

(13) "Public obligation™ means either a certificated or
an uncartificated public obligationa

¢14) ®Sysetee of rejistration™ and its variants means a
ptan:z

{3) with respect to a certificated public obligations
that nrovides that:

{i) .the certificated public obligation specify a
perssn entitled to the public obligation or the rights it
represants; snd

{ii) transfer of the certificated public obligation may
be renistered upon books maintained for that purpose Dy or
on behalf of the issuer; and

{hy with respect to an uncertificated public

obliagation, that provides that transfer of the
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uncertificated public obligation be registered upon books
maintained for that purpose by or on behalf of the issuere

{15) ™Uncertificated public obligation™ means an
obligation that is:

ta) issued pursuant to a system of ragistration;

{b) not represented by an instrument; and

(c} either one of a class ar series or by its terwms
givisible into a class or series of obligationse

Section 3. Declarations of state interest —— purposese.
1) Sections 103 and 103A of the code provide that interast
with respect to certain obligations may not be exempt from
the income tax if they are not in registered forme It s
therefore a matter of state concern that public entities be
authorized to provide far the- issuance of obligatiens in
such forme It is a purpose of [this act] to authorize all
public entities to establish and maintain a system pursuant
to which obligations may be Issued in registered form witnin
the meaning of sections 103 and 103A of the codee

(2) Oblications have +traditionally been issued in
bearer rather than in registered forme and a change from
baarer to revistered forem will significantly affect the
ralationshiose riaghtsy and duties of issuers of and the
persons that deal with obligations andy by such effects the
costsa Such effects will impact the various issuers and

varieties of obligations differentlyy depending on thelir

-5=
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legal and financial <characteristicsy their marketsy and
their adaptabitity to recent and prospective technological
and organizational developmentse It is therefore a matter of
state concern that public entities be provided flexibility
In the development of systems of registration and control
over system Incidentss 50 as to accommoadate differing
impactse It is a purpose of [this act] to provide For the
establishment and maintenances 2nd amendment From time to
timey of differing systems of registration of obligationss
including system incidentss S0 as to accommodate the
differing impacts upon issuers and varieties of obligationse

Section 4 System of registration. (1) Each issuer is
authorized to establish and regularly maintain a system of
registration with respect to each public obligation that it
issuess The system may be elther a system pursuant to which
only certificated public obligations are issued or a system
pursuant to which both certificated and uncertificatad
public obligations are issued. The issuer may discontinue
and reinstitute either system from time te time.

{2 The system must be established and regularly
maintained or amendeds discontinuedy or reinstituted for the
issuer by the officlal or official bodys

{3) The system must be described in the official
actions that provide for criginal issuance and in subsequent

official actions providing for amendments and other matters
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from time to time. Such description may be by reference to a
progran of the Issuer that is established by the official or
official bodye

{%#) The system wmust define the method or methods by
which transfer of the public obligations is effective with
respect to the issueres which method or methods are exclusive
{substantial compliance being essential to a valid transfer)
and by which payment of principal and any interest must be
mades The system may permit the issuance of public
oblinations in any denomination to represent seweral public
obligations of smaller denbm{nations. The system may also
provide for the form of any certificated public obligatiuns,
for differing record and payment datess for varying
denominationsy ana for accountinue canceled certificate
destructions and other incidental matters.

{3) Under a system pursuant to which both certificated
and uncertificated public obligations are issuedsy both types
of public obligations may be regulerly issued or one type
way be reqularly issued and the other type issued only under
descrikbed circumstances or to particular described
categories of owners. Under a system pursuant to which
uncertificated public obligations are reqularly issued
provisions may be made for vregistration of pledges and
reteascs.

(6) The system may include covenants of the issuer as
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to amendmentss discontinuancesy and reinstitutions and the
effect of such on the exemption of interest from the income
tax provided for by the code.

{7y If the effect of a conversion from one of the
forams of public obligations provided for in [this act] to a
form not provided for in [this act] is that interest will
continue to be exempt from the income tax provided for by
the codes [this act] does not preclude such conversione

(8) To the extent not inconsistent with [this act)s
the rights provided by other laws with respect to

obligarions in other forms must be provided with respect to

obligations in forms that may be used under [this act].

Section 5. Certificated public obligation ~- execution
-- authentications (1) A certificated public obligation must
be executed by the issuer by

(3) the signing by an authorized officer with the
manual signature of such officer; or

(b) the signing by such officer with a facsimile
signature in Tfeu of the manual signature of such officer.

{2) Each certificated public obligation mays in
addition to the signature or signatures of an authorized
officer or officerse have placed upon it a certificate or
certiFicates as authenticating trustee, registrary transfer
agents or tha likes Such certificate may pe signed by the

manual signature of an iIndividval! or by a facsimile
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signature in lieu of a manual signatures provided that at
least one certificate Is signed by a manual signatures

{3) The certificated public obhligation must bear the
manual signature of either:

(a) an authorized officer as defined in [section 2};
or

{t}) a person described In subsection (2)a

Section 6. Certificated public gbligation -
signaturess {1) No certificated public obligation signed by
the authorized officers at the time of the signing is
invalid or without binding effect even though before the
issuance thereof any or all of such officers have ceased to
fill their respective officess

{2) Any authorized officer employed to sign any
certificated public obligation may adopt as and for the
signature of the officer the signature of a predecessor in
office in the even:t that such predecessor®s signature
appears on such certificated public obligations

Saction 7« Certificated public obligation -~ seal.
when a seal s required or permitted in the execution of any
certificated public ocbligationy an authorized officer may
cuse the seal te be printedy engraveds stampeds or
otherwise placed in facsimile thereons The facsimile seal
has tha same legal effect as the impression of the seal.

Section 8. Uncertificated public obligation -~ sidgned

-10~
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statementSe The issuer shall provides with respect to its
uncertificated public obligationss for the sending of
written statements that provide a record of certain rights
as of the time of issuance of the statementse The statements
nust he sent to each person acquiring rights by registration
in uncertificated public obligationsy and the statements so
sent must be signed by an authorized officer or by a person
whose signature is required or permitted to be placed on a
certificated public cbligation of the same class or seriess
Statementss as suche confer no right on the recipient.
Statements are neither a negotiable instrument nor a
securitye

Saction 9+ Agents -—— depositariess (1) An issuer may
appoint for a terw as may be agreeds including for so long
as a public obligation may be outstandings corporate or
other agthenticating trusteess transfer agentss registrarsy
or saying or other aqents and specify their rights,
compensations and dutiesy limit their liabilitiess and
provide for their payment of liquidated damages in the event
of breach of certain of the duties imposedy which liquidated
damages may be made payable to a financial intermediary. No
trusteay transfer agents registrars paying or other agent
need have an office or do business within this states

(2) Amn jissuer may enter into agreements with custodian

banks and financial Intermediariesy and nominees of any of
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themy in connection with the establishment and maintenance
by others of & central depository system for the transfer or
pledge orf public obligationsa The custodian banksy fFinancial
interaediariess and nominees mayy if qualified and acting as
fiduciariess also serve as authepticating trusteese transfer
agentsy registrars, or paying or other agents of the issuer
With respect to the same issue of public onligationss

Section 10« Costs ~— collections. (1) An issuery prior
to or at origina)l issuancey may provide as a part of a
system of registration that the transferor or transferee of
the nublic obligations pay all or a designated part of the
casts of the system, that costs be paid out of the proceeds
of the public obligationse or that both methods be useds The
portion of the costs of the system not provided to be paid
by the transferor or transferee or out of proceeds is the
lTiability of the issuere

{2) The issuer may as & part of the system provide for
reimbursement or for satisfaction of its liability by
payment by otherse The issuer may enter into aqreements with
others respecting reimbursement or paymenty may establish
fees and charges pursuant to such agreements or otherwisers
and may provide that the amount or estimated amount of the
fees and «charges must be reiwmbursed or paid from the same
sourcas and by means of the same collection and enforcement

procedures and with the same priority and effect as with

-12-
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respect to the obligatione

Section 1lle Deposits for ss2curitys. Whenever under any
Taw »of this state a deposit of public obligations is
authorized as securitys public obligations otherwise meeting
the authorized criteria may be deposited and must be
accepted as sSecuritys provided that In the case of a
certificated public obligations the instrument is assigned
to tha holder of the deposit and in the case of an
uncartificated public obligationy regyistration of a pledge
is authorized by the system and the pledge of the
uncertificated obligation is registered.

Section 12+ Public records -- locationse {l) HWith
regard to the ownership or pledge of public cbligationse
records ar2 not subject to inspection or conying under any
law of this state relating to the right of the public to
inspect or copy public recordse.

(2} Registration records of the issuer may be
maintained at locations inside or ouytside this state
dotermined by the issuer.

Section 13« Applicability -« election —— rescissions
{1} Public obligations may be 1iIssued as certificated or
uncertificated public obligations as provided in [this act]e
notwithstanding provisions of law providing for issuance ina
other formse Whenever bonds are issued under [this act]y the

provisions of [this act] are alternative and supplemental to
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such other orovisionss

(2} Nothing in [this =act] limits or prevents the
issuance of aobligations in any other form or manner
authorized by lawe

(3) The provisions of ([this act] may be applied to
obligations that have previously been approved by wvotey
refarendums or hearingsy authorizing or permitting the
authorization of obligations In bearer and reqisterea form
or in bearer form onlye and such obligations need not be
resubmi tted for a further votes referendums or hearing for
the purpose of authorizing or permitting the authorization
of obligations in registered form only.

Section 14« Constructione [This act] must be construed
in conjunction with the Uniform Commercial Code and the
principlies of contract law relative ta the registration and
transfer of obligationse

Section 15« Effective datee This act is effective July
1s 19¢3.

-End-
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. BILL NDa £ZoZa?

) [
INTRODUCED BY -

A BILL FOR AN ACT ENTITLED: “AN ACY TO AUTHORIZE AND

PROVIDE FOR THE ISSUANCEs EXECUTIONs AUTHENTICATIDN, AND
TRANSFER OF PUBLIC OBLIGATIONS IN REGISTERED FGRM§ AND

PRCVIDING AN EFFECTIVE DATE.™

WHEREASs Congress has enacted the Tax Equity and Fiscal
Responsibility Act of 1982 that requiress amaong other
thingss that al) public obligations be issued in registered
form Iif the interest earned on such obligations is to be
aexempt from the federal income taxi and

WHEREASe Congress has extended from January 1y 1983» to
July 1l 1983y the effective date of the Act insofar as it
applies to the registration of public obligations for the
purpose of allowing statess municipalitiess and the
commercial world to enact laws and ordinances and implement
proceduras to facilitate compliance with the lawi and

AHEREASy current Montana law does not provide for the
issuance of most public obligations in a registered form;
and

4HELFEASs the inability of the states local governmentsey
school districtsy or other goveramental entities to issue

registered bonds results in an inability to issue public
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abligation bonds on which the interest earned is tax exempti
and

HHEREASy the ability to finance public improvemants
through the [ssuance of tax-exempt bonds is c¢ritical to the
conduct of the public businesse

THEREFDREs it is the iIntent of the Legislature to
authorize the statey local governmentss séhnol districtsy
and other governmental entities to issue in a registered
form the public obtligations they are now authorized to

issuas.

BE IT ENACTED B8Y THE LEGISLATURE OF THE STATE OF MONTANA:Z

Saction 1« Short titles [This act) may be cited as the
"Modal Public Obligations Registration act of Montana%,

Section Ze Definitions. As used in [this act}s the
following definitions apply:

(1) ({(a) "Authorized officer®™ meanss with respect to
any certificated public obligation:

{i}) an individual whose signature to the certificated
public obligation is required or permitted; or

{ii} an Individual! whom an authorized officer mays
either alone or with the concurrence of another or otherss
permit to affix his signatura to the certificated pubtlic
aobligation and who is so permitted in writing by the

authorized efficer with any required concurrences

THIRD READING

SR Yaa
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{b) “Authorized .ofﬂ‘cer"'. meanss wWith respect“ to any
uncertiflcated public ob¥igations any individual referred to
in tnis subsection 2s an authorized officer uiéh respect to
a. certiflcated public obligation of the same class or
sariese ] '

€2y "Certificated publlc obligation® ‘ means .an
oblfqgation that I~s:-,. ' ' '

{tay ijssm,pursuant to a systew of registration;

(). represented by an instrueents and:

{c) either. one of a class.or series or by its terms
divisible Into a class or series of abligationss

{3) %“Coda™ means tho Internal Revenue Code of 19544+ as

amendeds

{4) “"Facsisile seal™ means. the reproduction. by

engravingy imprintings stampbnge or other-means of the seal-
of : thie issuery. officialy, or official: bodys:

{8) 'Faesfn¥¥tfsigﬂatnéa‘ﬂaaahsr the reproduction: Dy
engravings: Isprintinges. sStampingy or other geans of" the-
sanual signaturs. of an authiorized officers.

{sF "Financia¥: intermedisry® maans a: banks Drokers or
clearing. corporation. or the nomines of any.of them or other
person- or nomifise: wihtich in. the- ordindry Course of its
business. matntains. pulilic ab¥igetion: adconn.ts- for its
CUSLUmArss

%) “Iscuen® moans: o PODEWE: antity; thats
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{a)} executes a certificated public obtigation to
evidente its duty to perform an abligation ‘repre.sented by
the certificated public obligations:

{b) undertakes to perform an obligation that - is an

uncartificated publ ic obligation; or

{<} bm:om_es responsible for or in placé of a vpublic
entir.-y- described as an. issuer in this subsecéion.

(8) "Obligation™ means an aareement of an issuer to
pay arincipal and interest and includas a shares
participationy or other interast ‘in any such aqreemeht.

(2) ®Official actions® means the actions. by statute,
orders ordinancey reso]uti&n. contracte or other authorized
means. by which the issuer provides- for issuance of a public
obligatione-

{10) "official or ofFicial body™ means the officer or
bbdv thet is empowered under the laws of one or more. Statessy
including this states tos prowide- for criginal issuance of a
public obligation of the issuer by defining the obligation
and" its termss conditbonss and other incidents;  the
successor or succe-ssors‘ of any such official or official
bodyi and such otéier persom or aqaroup of persons as. are
assigned duties. of such official or official body undes:
applicable law. from time to tifte.

{11} "Original issuance” means tha first transfer of a

public obligation by an issuer to a purchaser.
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(12) *"Public entity" weans any entitys departments or
aoency that is empowered under the laws of one or more
statess including this statey to issue obligationss any
interest with rescect to which may under any provision of
law bz prouvided an exemption from the income tax referred to
in the codes The term %public entity® may include this
statay 2 political subdivisiony a municipal corporations a
state university or <college, a sc¢hool district or other
special districtes a joint agreement entitye a public
authoritye a public trusty a nonprofit corporations or other
orqanization.

(13} "Public obligation™ means either a certificated or
an uncertificated public obligationa

(14) "System of registration® and its variants means a
plans

{a) with respect to a certificated public obligations
that nrovides that:

{i) the certificated public obligation specify a
person entitted to the public obligation or the rights it
reoresantsy and

{(ii) transfer of the certificated public ebligation may
be registered upon books maintained for that purpose oy or
on behalf of the issuer; and

{b) with respect to an uncertificated public

obliogations that provides that transfer of the
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uncertificated public obligation be registered upon books
maintained for that purpose by or sn behalf of the issuere

(15) "Uncertificated public obligation® means an
obligation that is:

(a2) issued pursuant to 3 system of registrations

(k) not represented by an instrument; and

(c) either one of a class or series or by its terms
divisible into & class or series of obligationse

fzction 3. Declarations of state interest —— purposese
(1) Sections 102 and 103A of the code provide that interest
with respect to certain obligations may not pe exempt from
the income tax If they are not in registered forms It is
therefore a matter of state concern that public entities be
authorized to provide for the issuance of obligations in
such forme It is a purpose of [this act] to authorize ali
publiz entities to establish and wmaintain a system pursuvant
to which obligations may he [ssued in registered form witnin
the me3aning of sections 103 and 103A of the codes

{2) ODOblications have traditionally been issued in
bearar rather than in registered forme and a change from
paarer to reqgistered form will significantiy affect the
relationshipse rightsy and duties of issuers of and the
persons that deal with obligations and. by such effects the
costsa Such effects will impact the wvarious Iissuers and

varietias of ohligations differentlys depending on their
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legal! and Ffinancial characteristicsy their marketsy and
tpeir adaptability to recent and prospective technological
and organizational developmentss It is therefore a matter of
state concern that public entities be provided flexibility
in the davelopment  of systems of registration and control
oyar system incidentsy s0 as to accommodate diffaring
impactse. It is a purpose of [this act] to provide for the
estahlishsent and maintenances and amendment from time to
times of differing systems of registration of obligationssy
including system >intidents' so as to accommodate the
differing impacts upon issuers and varieties of obligatians.

Sectian 4. System of registration. (1} Each isswver is
authorized to establish and regularly maintain a systeam of
registration with raespect toc each public obligation that it
issuese The system may be either a system pursuant to which
only  certificated puyblic obligations are Issued or a system
pursuant to which both certificated aﬁd uncertificaied
public obligations are issueds The issuer may discontinue
and reinstitute alther system from tima to timae

(2} The' system wmust be established and regularly
maintained or amendeds discontinueds or reinstituted for the
issyer by the official or official badys

(3) The system wmust be- described in the official
actions that provide for original issuvance and in Subsequent

official actions-providing fan. amendments and other matters
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-from time to timee Such description may be by reference to a

pfogram of the issuer that is established by the official or

»oFficiaI hodye

(4) The system wust define the method or methods by
which transfer of the public obligations is effective with
respact to the issuery which methed or methods are exciusive
{substantial compliance b?ing essential to a valia transfer)
and by which payment of principal and any %nterest must De
made. The sSystem may oermit the issuance of public
oblinations in any denpomination te represent several public
obligations of smal]er‘denoninations. The system may alsa
provide for the form of any certificated public obligations.
for ~ differing record and payment datess for varying
denominationsy and for accountingy  canceled certificate
destructions and other incidental matterse

{3) Under a syﬁtam pursuant to which both certificates
and uncertificated public obligations are issueds both types
of. pubiic ob]fgatiunSA may be fegularTy issued or one typa
may be regularly issued and the other type Issued only under
described circumstances or to particolar descriived
categories of ownerss Under a sygten' pursuant to which
uncertificated public obligations are regularly issued
provisions. may be made for ragistration of pledges and
releases. '

{6) The system may include covenants of the issuer as

-
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to amendmentsy discontinuancesy aand reinstitutions and the
effect of such on the exemption of interest from the income
tax provided faor by the code.

{71} If the effect of a conversion from ane of the
foras of public obligations provided for in [this act] to a
form not oprovided for In [this act] is that interest will
continue to be exempt from the income tax provided for by
the codes [this act] doas not preclfude such conversions.

(8) To the extent not inconsistent with [this act])s
the rights provided by other laws with respect to
obllgations in other forms must be provided with respect to
obligations in forms that may be used under [this act].

section S. Certificated public obligation -~ execution
-~ authentications {1) A certificated public obligation must
he executed by the issuer by

(2) the signing by an authorized officer with the
manual sianature of such officer; or

(b) the signing by such officer with a facsimile
sianature in lieu of the manual signature of such officere

{(2) Each certificated public obligation mays in
addition to the signature or signatures of an authorized
officer or officerss have placed upon it a certificate or
certificates as authenticating trusteesy registrary transfer
agents or the likee Such certlflcéte may be signed by the

manual signéture of an individual or by a facsimile
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signature in lieu of a manual signatures provided that at
teast one certificate Is signed by a manual signatures

{3) The certificated public obligation must bear the
manuatl signature of either:

{3a) an authorized officer as deféned in [section 2};
or -

{b) a person described In subsection (2)e

Section 6. Cartificated _public obligation -
signaturess (1) No certificated public obligation signed by
the authorized officers at the time of the signing is
invalid or without binding effect even though befare the
issuance thereof any or all of such officers have ceased to
Fi1l their respective officeses

(2} Any authorized officer employed to sign any
certificated public obligation may adopt as and for the
signature of the officer the signature of a predecessor in
office in the event that such predecessor's signature
appears on such certificated public abligaticne

Section 7. Certificated public obligation -- seals
When a seal is required or permitted in the execution of any
certificated public obligaticns an authorized officer may
cause the seal to be printedy engraveds stampede oOr
othepwise placed in facsimile thereona The facsimile seal
has tha same legal effect as the impression of the seal.

5ection 8. Uncertificated public obligation —— signed

~10=
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statementse The issuer shall provides with respect to its
uncertificated public obligationss Ffor the sending of
written statepents that provide a record of certain rights
as of the time of issuance of the statewents. The statements
must e sent to each persén acquiring rights by registration
in uncertificated public obligationsy and the statements sc
sent must be sianed by an authorized officer ar by a person
whose signature is required 6r permittea to be placed on a
cartificated public obligation of the same class or seriess
Statementss as suchs confer no right on the recipientas
Statements are nelfther a negotiable iInstrument nor a
securitys ‘

~ Section %. Agents -— depositariass (1) An issuer may
appoint for a term as may be agreeds including for so 1long
as a public obligation may be outstandings Eorpnrate or
other authenticating trusteesy tfansfer agentss registrarsy
or saying or other agents and specify thelir rightse
compensations and .dutiess Vimit thelr ‘liabilitiess and
previde forrtheir payment of liquidated damages in the avent
of bhreach of certain of the duties Inpnsed, which liquidated

damagjes way be made payable to a Financial intermediarye No

trusteay transfer agenty registrars paying or other agent

need have an office or~do.husinoss within this state.
-{2) An issuer may enter jinto agreements with custodian

banks.. and financial intermediaries» and nominees of any of
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thems in connection with the establishment  and maintanance

by others of a central depository system for the transfer or

pledge oFf public obligationss The custodian bankse financial
interaediariess and nominees maye if qualified and acting ds
fiduciariesy also serve as authenticating trusteess transfer
agentss reqistrarss or -paying or other agents of the issuer
with respect to the same issue of public odligationse
Section 10. Costs = collections (1) AN iSsuere prior
to or at original issuancey w®way provide as a part of a

system of ragistration that the transferor or transferee of

the public obligations pay all or a designated part of the

costs of the systems that costs be paid out of the proceeds
of the public obligationss or that both methods be used. The
portion of the costs of the system not provided to be paid
by the transferor or transferee or out of proceeds is the
liability of the issuer.

{2€) The issuer may as a part of the system provide for
reimbursement or for satisfaction of its Dliability by
payment by others. The |ssuer may enter inta agreements with
others respecting reimbursement or paymenty may establish

fees and charges pursuant to such agreements or otherwises

-and may provide that the amount or estimated amount of the

feas and charges must be reimbursed or paid froem the same
sources and by means of the same collection and enforcement

procedures and with the same priority and effect as with
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respect to the obligationa
" section 1la Deposits for securitye. whenever under any

Taw of +this state a deposit. of public obligations is
authorized as securityy public obligations otherwise meeting
the authorized criteria may be deposited and must be
accepted as Ssecuritys prévided that in the case of a
certificated public obligations the instrument is assigned
to tha holder of the deposit and in the case of an
uncertificated public obligations registration of a pledge
is author i zed by the system and the pledge of the
uncertificated obligation is reqgistereds

Saction 12. Public records -— locationss (1) With
regard to the ownership or pledge of public obligationse
records are not subject to inspection or copying under any
law of this state relating to the right of the public to
inspact or copy public recordse

(2) Registratlon records of the issuer may be
maintained at 10catiéns inside or outside this state
determined by the issuere.

Section 13. Applicability -— election — rescissiona
{1} Pubtic ooligations may be issued as certificated or
uncertificated public obligations as provided in [this act]s
notwithstanding provisions of law providing for issuance " in
other forwmse Whenever bonds are issued under [this act]e the

provisions of [this act] are alternative and supplemental to
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such other oprovisionse

{2} Nothing in [this act] Timits or prevents the
issuance of obligations in any other form or manner
authorized by lawe

{3) The provisions of [this act] may be applied to
obligations that have previously been approved by votes
referendums or hearings authorizing or permitting the
authorization of obligations in bearer and ragisterad form
or in bearer form onlys and such obligations need not be
resubmi tted for a Further votes referendums or hearing for
the purpase of authorizing or permitting the authorization
of obligations in registered form onlyas

Section l4s Constructions [This act] must be construed
in conjunction with the Uniform Commercial Code and the
principles of contract 1aw relative to the registration and
transfer of obligationse

section 15« Effective dates This act is effective July
1y 1987a

~End~
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SENATE BILL 422

AMENDMENTS

STATE ADMINISTRATION COMMITTEE
MARCH 9, 1983

1. Page 3, line 20.
Strike: "or"

2. Page 3, line 21.
Following: "corporation"
Insert: ", or trust company"”
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SENATE BILL NOs 422

INTRODUCED BY HALLIGAN

A BILL FOR AN ACT ENTITLED: WAN ACT TO AUTHURIZE AND
PROVIDE FOR THE ISSUANCEs EXECUTIONs AUTHENTICATIONs ANO
TRANSFER OF PUBLIC OBLIGATIONS 1IN REGISTERED FORM; AND

PROVIDING AN EFFECTIVE DATE.™

WHEREASs Congress has enacted the Tax Equity and Fiscal
Responsibility Act of 1982 that requiress among other
thingsy that all public obligations be issued in yregistered
form if the interest earned on such abligations is to be
exempt from the federal income tax; and

WHERFEASs Longress has extended from January l¢ 1783« to
July 1y 1983, the affective date of the Act insofar as it
applies to the registration of public obligations for the
purpose of ailowing statese municipalitiese and the
commercial world to enact laws ang ordinances and implement
procedures to facilitate comptiance with the law; and

WHEREASy current Montana law does not provide for the
tssuance of most public obligations in a registered form;
and

AHEREAS,y the inabiltity of the states local governmentss
schacl districtsy or other governmental entities to issue

regdistered bonds results in  an inability to issue public
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obligation bonds on which the interest earned is tax exempt;
and

WAEREASy the ability to finance public improvements
through the issuance of tax-exempt bonds is critical to the
conduct of the public businesses

THEREFORE, it is the intent of the Legislature to
authorize the states local qovernmentss school districtsy
and other governmental entities to issue in a registered
form the publtic obligations they are now authorized to

issue.

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

fection l« Short titles {This act] may be cited as the
“Mode} Public Gbligations Registration Act of Montana®.

Section 2. Definitionss As used in {this act}s the
following gefinitions apply:

f1) (a) wAuthorized officer™ meansy with respect to
any certificated public obligation:

(i) an individual whose signature to the certificated
public obligation is required or permitted; or

(ii) an individual whom an authorized officer mays
either alone or with the concurrence of another or othersy
permit to affix his signature to the certificated public
obligation and who is so permitted in writing by the

autharired officer with any requirad concurrences

-2= 56 422
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(b)) PAuthorized officer®™ meanse with respect to any
uncertificated public obligations any individual referred to
in thfs subsection as an authorized officer with respect to
a certificated public obligation of the same class or
serieses

{2) %Lertificated public obligation® means an
obligation that is:z

(a) issuad pursuant to a system of registration;

(b)) represented by an instrument; and

(c) either one of a class or series or by its terms
divisible into a class or series of obligationse

£3) "Code™ means the Internal Revenue Lode of 1954y as
amandede

{%) “Facsimile seal® weans the reproduction by
engravingy Imprintings stampingy or other means of the seal
of the issuery OfFficialy or official body.

{5) "Facsimile signature® means the reproduction by
engravings imprintings stampings orf other wseans of the
manual signature of an authorized officers

(5) "Financial intermedlary”™ means a banky brokers or
clearing corporations QB _TRUSI_LOMEANY or tha nominee of any
of them or other person or newines which in the ordinary
course of its business wmaintains public obligation accounts
for its customerse

{7} *Issuer® means a public entity that:

=-3=- 58 422
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{a) executes a certificated public obligation to
avidence its duty to perform an obligation represented by
the certificated public obligation;

(b)) undertakes to perform an obligation that is on
uncertificated public obtigation; or

{c)} becomes responsible for or in place of a public
entity described as an Issuer in this subsection.

(8) =Obligation™ means an agreement of an issuer to
pay norincipal and interest and includes a shares
participations or other interest in any such agreement.

{3) =Oofficial actions®™ means the actions by statutes
ordery ordinances resolutions contracts or other authorized
means by which the issuer provides for issuance of a public
obligationae

{10) ™Gfficial or official body™ means the officer or
body that is empowered under the laws of one or more states,
including this statey to provide for aoriginal issuance of a
public obligation of the issuer by defining the obligation
and its termsy conditionsy and other incidents; the
successor or successars of any such official or official
body; and such other person or group of persons as are
assigned duties of such official or official body under

apptizable Yaw from time to time.
{11) ™originat Issuance™ means the first transfer of a

public obligation by an Issuar to a purchasere.
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(L2) ®"Public entity™ means any entitys departments or
agency that is e.powered under the laws of one or more
statesy including this states to issue obligationss any
interest with respect to which may under any provision of
taw be provided an exemption from the income tax referred to
in the code« The term ®public entity™ may include this
states a political subdivisionr a municipal corporations
state university or cellegey a schoel 4&istrict or other
special districty a joint agreement entityr a public
authoritye a public trusts a nonprofit corporations or other
organizations

(13} ®Public obligation™ means either a certificated or
an uncertificated public obligation.

(14) “System of registration®™ and its variants means a
plansz

{a) with respect to a certificated public obligation,s
that provides thats

{i) the cartificated public obligation specify a
parson  entitled to the public obligation or the rights it
represents; and

(1i) transfer of the certificated public obligation may
be registered upon books maintained for that purpose by or
on benalf of the issueri and

(n) with respect to an uncertificated public

ohligationy that provides that transfer of the
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uncertificated public obligation be reqgistered upon books
maintained for that purpose by or on behalf of tha Iissueres

{15} "uncertificated public obligation®™ means an
obligation that is:

fa) issued pursuant to a system of registration;

{b)} not represented by an instrument; and

(c) either one of a8 class or serdes of by its terms
divisible into a class or series of obligationse

Saction 3. Declarations of state interest -~ purposess
{1) Sections 103 and 1034 qf the code provide that interest
with respect to certain obligations may not be exewpt from
the income tax if they are not in registered forms It is
therefore a matter of state concern that public entities be
authorized to provide for the issuance of obligations in
such forme It is a purpose of [this act] to authorize all
public entities to establish and maintain a system pursuant
to which pbligations may be issued in registered form within
the meaning of sections 103 and :03A of the code.

{2) Obligations have traditionally peen issued in
bearer rather than in registered formy and a change from
bearer to registered form will significantly affect tne
relationshipse rvightssy and duties of issuers of and the
persons that desl with obligations andy by such effects the
costSs Such effects will impact the various issuers and

varieties of obligations differentlyy depending on their
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legal and financial characteristicses their marketss 2nd
thelr sdantability to recent and prospective techaclogical
and orgjanizational developmentse. It is therefecre a matter of
state concern that public entities be provided flexibility
in tha development of systems of registration and control
over system incidentss S0 as to accommodate differing
impactss It is a8 purpose of [this act] to provide for the
establishment and maintenancey and amendment from time to
timey of differing systems of reglistration of obligationss
incluting system incidentss s0 as to accommodate the
differing impacts upon issuers and varieties of obligationse

Section 4« System of reqistrations. {1) Each issuer is
authorized to establish and regularly maintain a system of
reglstration with respect to each public abligatien that it
issues. The system may be either a system pursuant to which
only cértificatgd public obligations are issued or a system

pursuant to which both certificated and uncertificated

public obligations are issueds The issuer may discontinue

and reinstitute elther system from time to time.

{2) The system must be established and reqularily
maintained or amendedes discontinueds or reinstituted for the
issuer by the officlal or official bodys

{3} The system must be described in the official
actions that provide for original issuance and in subsequent

official actions providing for amendments and other matters
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from time to times Such description may be by reference ta 3
proaram of the issuer that is estaplished by the official or
official hordy.

{+) The system must define the method or methods by
which transfer of the public obligations is effective with
respect to the issuers which method or methods are exclusive
(suhstantiaI compliance being essential to a valid transfer)
and by which payment of principal and any interest must be
madees The system may permit the issuance of public
obligations in any denomination to represent several public
obligations of smaller denominationss The system may also
provide for the form of any certificated public obligationss
for differing record and payment datess for varying
denominationsy and for accountings canceled certificate
destructions and other incidental matters.

[5%) Under a system pursuant to which both certificated
and uncertificated public obligations are issuedy both types
of public obligations may he ragularly issued or one type
may be regularly issued and the other type issued only under
described circumstances or to particular described
categories of ownerss. Under a system pursuant to which
uncertificated publlc obligations are regularly issued
provisions wmay be made for registration of pledges and
releasese.

{6) The system may include covenants of the issuer as

-8- SB 422
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to amendmentss discontinuancesy amd reinstitutions and the
effect of such on the exemption of interest from the Income
tax provided for by the codee

{7y If the effect of a conversion from one of the
forms of public obligations provided for in [this act] to a
form not provided for in [this act] is. that interest will
continue to be exempt from the income tax provided for by
the codes [this act] does not preclude such conversione

{8) To the extent not inconsistent with [this act]y
the rights provided by other laws with respect to
obligations in other forms must be provided with respect to
obligations in forms that may be used under [this actl.

Section 5. Certificated public obligation -~ execution
-~ authentication. (1) A cecrtificated public obligation must
be executed by thelissuer by:

(3a) the signing by an authorized officer with the
manuat signature. of such officer; or

(o) the signing by such officer with a facsimile
signature in lieu of the manual signature of such officere.

{2) Each certificated public abligaticen maysy in
addition to the signature or signatures of an authorized
officer or officerss have placed upon it a certificate or
certificates as authenticating trustees reqgistrars transfer
aqenty or the likes Such certificate may be siqgned by the

manual signature of an individual or Dy a facsimile
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signature in lieu of a wmanual signatures provided that at
least one certificate is signed by a manual signaturea

(3) The certificated public obligation must bear the
manual signature of either:

(a) an authorlized officer as defined in [section 2];
or

(b} a persoen described in subsection (2)}.

Section 6. Certificated public obligation -
signatures. (1} No certificated public obligation signed by
the authorized officers aé the time of the signing is
invalid or without binding effect even though before the
issuance thereof any or 511 of such officers have ceased to
fill their respective officess

(2} Any authorized officer employed to sign any
certificated public obligation may adopt as and for the
signature of the officer the signature of a predecessor in
office in the event that such predecessor's signature
appears on such certificated public obligations

Section Te Certificated opublic obligation -~-— seal.
Hhen a seal is required or permitted in the execution of any
certificated public obligationsy an authorized officer may
cause the seal to be printedy engraveds stamped, or
otherwise placed in facsimile thereone [he facsimile seal
has the same leqal effect as the impression of the seal.

Section B8 Uncertificated public obligatien -—- signed

-10- 58 422
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statements. The issuer shall provide, with respect to its
uncertificated public obligationss for the sending of
written statements that provide a record of certain rights
as of the time of issuance of the statements. The statements
must be sent to each person acquiring rights by registration
in uncertificated public obligationsy and the statements so
sent must be signed by an authorized officer or by a person
whose signature is required or permitted to be placed on a
certificated public abligation of the same class.or seriesa.
Statementss 3% Suche confer na right on the recipiente.
Statements are neither a naegotiable instrument nor a
security.

Section 9« Agents —— depositoriess {1) An issuer may
appoint for a term as may be agrveed, including for so long
as a public obligation may be outstandings <corporate or
other authenticating trusteess transfer agentsy registrarsy
or paying or other agents and specify their rightse
compensations and dutiesy limit their liabilitiess and
provide for thelr payment of liquidated damages in the avent

of breach of certain of the duties imposedy which liguidated

damages may be made payable to a financial} intermediarys Mo

trusteey transfer agenty registrare paying or other agent
need have an office or dao business within this state.
(2) An issuer may enter into agreements with custodian

banks and financial intermediariess and nominees of any of
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thems in connection with the establishment and maintenance
by stiars of a central depository system for the transfer or
ptedge of public obligations. The custodian bankse financial
internediariesy and nominees maye If qualified and acting as
fiduciariesy also serve as authenticating trusteesy transfer
agentsy reqgistrarse or payving or other agents of the issuer
Aith respect to the same issue of public obligationse.

‘Section 10« Costs == collectione (1) An issuery prior
to or at original issuancey may provide as a part of a
systen of reaistration that the transferor or transferee of
the public obligations pay al) or a designated part of the
costs of the systemy that costs be paid out of the proceeds
bf th2 public obligations, or that both asethods be useda The
portisn of the costs of the system not provided te be paid
by the transferor or transferee or out of proceeds is the
liability of the issuers ‘

{2) The issuer may a5 a part of the systém provide for
reimbursement or for satisfaction of Its liabllity by
payment by otherss The issuer may enter into agreements with
others respecting reimbursement or payments may establish
fees and charges pursuant to such agreements or otherwises
and may provide that the amount or estimated asount of the
fees and charges must be reimbursed or paid from the same
sources and by means of the saae collection and enforcement

procedures and with the same priority and effect as with
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respect to the obligatione

Section 1le ODeposits Ffor securitys Whenaver under any
Taw of this state a deposit of public obligations s
authorized as securlitys publlc obligations otherwise meeting
the authorized criteria may be deposited and must be
accepted as securitys provided that in the case of a
certificated public obligations the instrument Is assigned
to the holder of the deposit and in the case of an
uncertificated public obligations registration of a pledge
is authorized by the system and the pledge of the
uncertificated obligation is registereds

Section 12. Public records -~ Jlocationse (1) With
regard to the ownership or pledge of public obligationse
records are not subject to inspection or copying under any
law of this state relating to the right of +the public to
inspect or copy public recordse

(2) Registration records of the issuer may be
maintained at locations iInside or outside this state
deterwnined by the jssuers

Section 13. Applicabidity =-- election =-- rescissions
{1) Public obligations may be issued as certificated or
uncertificated public obligations as provided in [this act]y
notwithstanding provisions of law providing for issuance in
other forms. Whenever bonds are issued under [this act]e the

provisions of [this act]) are alternative and supplemental to
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such nther provisionse

{2} Nothing in [this act] 1liwmits or prevents the
Issuance of obligations in any other form or manner
authorized by laws

(3) The provisions of [this act] may be applied to
obtigations that bhave previously been approved by votes
referandumey or hearingy authorizing or permitting the
authorization of obligations in bearer and registered form
or in bearer form onlys and such oblligations need not be
resubnitted for a further votey referendums or hearing for
the purpose of authorizing or permitting the authorization
of obligations in registered form only.

Sactlion 14« (Constructions {This act] must be construed
in conjunction with the Uniform Commercial Code and the
principles of contract ltaw relative to the registration and
transfer of obligationse.

Section 15. Effective date. This act is effective July
1y 1923,

—-End-
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