
February 15, 1983 

February 16, 1983 

February 17, 1983 

February 19, 1983 

February 21, 1983 

February 22, 1983 

February 28, 1983 

March 10, 1983 

March 19; 1983 

March 21, 1983 

SENATE BILL NO. 422 
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pass. Report adopted. 
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Second readinq, do pass. 
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concurred in. 

Third reading, amendments 
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o. 
Sent to enrolling. 

Reported correctly enrolled. 



4Bt~ LeQislatur@ LC 2277/01 

1 

2 

3 

4 

5 

6 

7 

3 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

?~ 

21 

22 

23 

24 

25 

~"'~' ----------------
NOo .lf.Yl~ 

HITROOUCED BY 

A BILl FOR AN ACT ENTITLED: •AN ACT TO AUTHORIZE ANO 

PROVIDE FOR 

TRANSFER OF 

THE ISSUANCE• EXECUTIO~, AUTHENTICATIO~, AND 

PUBLIC OBLIGATIONS IN REGISTERED FORM; ANO 

PR~VlOING AN EFFECTIVE DATE.• 

WHER~As~ Congress has enacted the Tax Equity and Fiscal 

Respo~sibility Act of 19UZ th~t requires, among other 

things• that all public obligations be issued in registered 

form if the interest earned on such obligations is to be 

exempt from the federal Income tax; and 

~HEREAS, Conqress has extended from January lt 1983• to 

July lt 1983, the effective date of the Act insofar as it 

applies to the registration of public obligations for the 

purpos~ of allowing states, municipalities. and the 

commercial world to enact laws and ordinances and lmple~ent 

procedur~s to facilitate co•pliance with the law; and 

~HER Ef.. S, current Montana 1 aw does not provide for the 

issuance of most public obliqations in a reqi5tered form; 

and 

~YEREAS, the inabi1 ity of th~ state, local governments, 

sehoul districts, or other governmental entities to issue 

r@glstered bonds results In an inability to issue public 
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obligation bonds on which the intere5t earned is tax exempt; 

and 

WHEREAS, the ability to finance public improvements 

throuqh the issuance of tax-exempt bonds is critical to the 

conduct of the public business. 

THEREFORE, it Is the intent of the legislature to 

authorize the state, local governments, school districts 9 

and other govern~ental entities to issue in a registered 

form the public otliqations they are now authorized to 

issue. 

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

Section 1. Short title. [This act] ~ay be cited as the 

"~odel Public Obligations Registration Act of ~ontanaw. 

Section z. Definitions. As used in [this act] 9 the 

follo~inq definitio~s apoly: 

(l) (a) .. Authorized officer" means, with respect to 

any certificated public obligation: 

(i) an individual whose signature to the certificated 

public o~ligc.tion is required or permitted; or 

q i) an individual whom an author-i2ed officer may, 

eith~r alone or with th2 concurrence of another or others, 

permit to affix his siqnatur~ to the certiflc~ted public 

obliqatlon and who is so nennitted in ~riting by the 

authorized officer with any r~quired concurrence. 

I N T R 0 D U C E D B I L L 
-2-
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(b) "Authorized officer• Means• with respect to any 

uncertificated public obligation, any individual referred to 

in this subsection as an authorized officer with respect to 

a certificated public obligation of the sam@ class or 

seri~s. 

(2J •certificated oubllc obligation• •12ans 

obllqation that is: 

(a) issue~ pursuant to a system of registration; 

-( b J represented by an instrument t and 

an 

(c) eithar 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 1954, as 

amended. 

(4) •Facsimile 5ea1" .eans the reproduction b1 

engraving, imprinting, stamping• or other means of the seal 

of the issuer, o~ficialy or official body. 

(5) •Facsimile signature• .eans the reproduction by 

engraving. Imprinting• sta.pinq. or other means of the 

manual signature of an authorized officer. 

(6) •Financial intermediary• means a ban~. broker. or 

cl~aring corporation or the noMinee of any of them or other 

person or nominee which in the ordinary course of its 

buslnass maintains public obligation accounts for its 

cust.ttrr.ers. 

(7) •Issuer" Means a public entity that; 
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(a) executes a certificated public obligation to 

evidence Its duty to perfor• an obligation represented by 

the certificated public obligation; 

(b) undertakes to perform an obligation that is an 

uncertJficated public obligation; or 

{c) becomes responsible for or in place of a public 

entity described as an issuer in this subsection. 

(8) "Obliqation• means an agreement of an issuer to 

pay principal and Interest and includes a sha~e, 

participation, or other interest in any such agreement. 

{9) MQfficial actions• means the actions by statute• 

order, ordinance, resolution 9 contrac~, or other authorized 

means by which the issuer provides for issuance of a public 

obllga~ion. 

(lOJ •official or official body• means the officer or 

body that is empowered under the laws of one or more states, 

includin9 this state, to provide for original issuance of a 

public obligation of the Issuer by defining the obligation 

and its terms, conditions, and other incidents.i the 

successor or successors 

bodyi and such other person 

assiqned duties of such 

of any such official or officia'l 

or group of persons as are 

official or official body under 

appl ic3ble law from time to time. 

(11' •original issuance• means the first transfer of a 

public obligation by an Issuer to a purchaser. 

-4-
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Cl2) •Public entity• ~ans any entity• departMent, or 

agency that is empowered under the laws of one or more 

states~ including this state, to issue obl igat1ons, any 

interest with resr.Qct to which may under any provision of 

law b~ provided an exemption from the income tax referred to 

in the code. The term •public entity• may include this 

state. a political subdivision, a municipal corporation, a 

state uni~ersity or college, a school district or other 

speci~l district, a joint agreement entity, a public 

authority, a public trust, a nonprofit corporation, or other 

orqanization. 

(13) •Public obligation• ~eans either a certificated or 

an uncertificated public obligation. 

(14) •syste~ of r~gistration• and its variants means a 

plan: 

(~) with respect to a certificated public obligation. 

that r.rovides that: 

(i) the certificated public obligation specify a 

pP.rs~n entitled to the public obligation or the rights it 

reores~nts; and 

(il) transfer of the certificated public obligation may 

be re1istered upon books maintained for that purpose oy or 

on behalf of the issuerj and 

(b) with 

oOli~ation, 

respect to 

that provides 
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uncertificated public obligation be registered upon books 

~~intained for that purpose by or ~n behalf of the issuer. 

(15) •uncertlficated public obllqatlon• means 

ohlig~tion that is: 

(a) issued pursuant to a system of registration; 

(b) not represented by an instrum~nt; and 

an 

(ct either one of a class or series or by its term5 

divisible Into a class or series of ~bligations. 

~~ction 3. Declarations of ~tate interest -- purposes. 

(1) Sections 1a3 and 103A of the code provide that interest 

wl th respect to certain obligations may not oe exempt from 

the income tax if they are not in registered form. It is 

therefore a matter of state concern that public entities be 

authorized to provide for the issuance of obligations in 

such form. It is a purpose of [this act] to authorize all 

publi~ 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 code. 

(2) Obliqations have traditionally been issued in 

be;:u·,~r rather than in registered form. and a changE" from 

bqarer to registered form will slgnific3ntly affect the 

relationships, riQhts, and duties of issuers of and the 

persons that dBal with obligations and, by such effect• the 

costs. ~uch effects will impact the various issuers and 

varieties of obligations diffcrently 9 depenaing on their 
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leqal and financial characteristics. their mdrketsy and 

their adaptability to recent and prospective technological 

anrt oroanizational developments. It is therefore a 111atter of 

state concern that public entities be provided flexibility 

In th~ development of systems of registration and control 

over systew Incidents. so as to accommodate differing 

i mp~ct s. It is ,:o purpose of [this act:] to provide for tne 

establishment and maintenance• and amendment from time to 

time, of differing systems of registration of obligations. 

includinq system Incidents, so as to accommodate the 

differing i•pacts upon issuers and varieties of obligations. 

s~ction 4• System of registration. (1) Each issuer is 

authorized to establish and ~egularly ~aintain a system of 

registration with respect to each public obligation that it 

issues. The system may be either a system pursuant to which 

only certificated public obligations are issued or a system 

pursuant to which both certificated and uncertificate1 

public obligations are issued. The issuer may oiscontinue 

and r~institUte either system from tim~ to ti~e. 

(2) The system must be established and regularly 

maintained or amended, discontinued, or reinstituted for the 

issuer by the official or official body. 

(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 time. Such description may be by reference to a 

proqram of the Issuer that is established by the official or 

official body. 

(4) The system must define the method or methods by 

which transfer of the public obligations is effective with 

respect to the issuer, 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 

made. The system May permit the issuance of public 

ohli~Ations in any denomination to represe"t sev~ral public 

obligations of smaller denominations• The syste~ may ~lso 

Provide for the for- of any certificated public obligations, 

for differing record and pa yrnent dates, for varying 

denomi nat tons, and for accounting, canceled <::ert if i cate 

destruction, and other incidental matters. 

(5) Under a system oursuant to which both certificate~ 

and uncertiflcated public obligations are issued, both types 

of public obligations may be ~egularly issue~ or one typ~ 

may be regularly issued and the other type issued only under 

descritea circumstances or to particular described 

categories of 

uncertificated 

provisions may 

rel e~ses. 

owners. Under a system pursuant to which 

public obligations are reqularly issued 

be •ade for registration of pledges and 

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

-8-
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to amendaents. discontinuances. and reinstitutions and the 

effect of such on the exeMption of interest from the inco~e 

tax provided for by the code. 

(1) 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 fro• the inco•e tax provided for by 

the code• [this act] does not preclude such conversion. 

{8} To the extent not inconsistent with [this act], 

the riqhts provided by other laws with respect to 

obl1gations '"other forms aust be provided with respect to 

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

Section 5. Certificated public obligation-- execution 

authentication. (1) A certificated public obligation must 

be executed by the Issuer by: 

(a) the signinq by an authorized officer with the 

manual siqnature of such office~; or 

(b) the signing by such officer with a facsimile 

signature in lieu of the •anua1 s~gnature of such officer. 

(2) Each certificated public obligation aay 9 in 

addition to the signature or signatures of an authorized 

officer or officers, have placed upon It a certificate or 

certificates as authenticating t~uste~t registrart transf~r 

a~ent, or the like. Such certificate may be signe~ by the 

manual signature of an individual or by a facsimile 
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signature in lieu of a manual signature, provided that at 

least one certificate Is signed by a ~anual signature. 

(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)• 

Section 6. Certificated public obligation 

sign~ures. (1) No certificated public obligation signed by 

the authorized office~s at the time of the signing is 

invalid or without binding effect even thouqh before the 

issuance thereof any or all of such officers have ceased to 

fill their respective offices. 

(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 obligation. 

Section 7. Certificated public obligation seal. 

~h~n a seal is required or permitted in the execution of any 

certificated public obligation• an authorized officer may 

cause the seal to be printed, engraved, stamped, or 

othP.r~ise plac~d in facsimile th~reon. The facsimile seal 

has tha same legal effect as the l~presslon of the seal. 

Section e. Uncertificated public obligation-- signed 

-10-
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statP.ments. The issuer shall provide, witn respect t.o its 

uncertificated public obligations. for the sendin9 of 

written state~ents that provide a record of certain rights 

as of the t i ~te of Issuance of the staternents. The statements 

must I'Je sent to each person acquirin~ rights by registration 

in uncertificated public obligations, and the state•ents 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 obligation of the same class or series. 

Statements, as sucht confer no right on the recipient. 

Statements are neither a negotiable instrument nor 

security. 

a 

Section 9. Agents -- depositories. (1) An issuer may 

appoint for a term as may be agreed9 including for so long 

as a oublic obligation may be outstanding, corporate or 

other authenticating trustees, transfer agents 9 registrars, 

or ·::.ayinq or other aqents and specify their rights, 

compensation• and duties, limit their liabilities, and 

provide for their payment of liquidated damages in the event 

of breach of certain of the duties imposed, which liquidated 

damaqes •ay be made payable to a financial intermediary. No 

trustee, transfer agent, registrar, paying or other agent 

need have an office or do business within this state. 

(2) An issuer may enter into agreements with custodian 

banks and financial intermediaries, and nominees of any of 

-11-
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t..,P.m• in connection with the establishment ~nd maintenance 

by others of a central depository syste• for the transfer or 

pledge of public obligations. The custodian banks, financial 

int~r~ediariesy ~nd nominees may. if qualified and acting dS 

fiduciories, also serve as authenticating trustees, transfer 

aoents, registrars, or paying or other agents of the issuer 

with respect to the same issue of public oollgatlons. 

Section 10. Costs -- collection. (1) An issuer, prior 

to or at original issuance, may provide as a part of a 

system of registration that the transferor or transferee of 

the nublic obl iqatlons pay all or a designated part of the 

costs of the system, that costs be p~id out of th~ proceeds 

of the public obl igations9 or that both methods be used. The 

pDrtion of the costs of the system not provided to be ~aid 

oy the transferor or transferee or out of proceeds is th~ 

liability of the issuer. 

(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 •ay enter Into aqreements with 

others respecting reimburse•ent or pay•ent 9 ~ay establish 

fees and charges pursuant to such agree•ents or otherwise, 

and .ay provide that the a.aunt or estimated amount of the 

fees and charges must be reimbursed or paid fro• the sa•e 

sources 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 obligation. 

Section 11. Deposits for security. Whenever under any 

law of this state a deposit of public obligations is 

authorized as security. public obligations otherwise meeting 

the authorized criteria may be deposited and must be 

accepted as security, provided that in the case of a 

certificated public obligation. the instrument is assigned 

to th~ holder of the deposit and in the case of an 

unc~rtificated public obligation, registration of a pled9e 

is author i Z@d by the systePJ and the pledge of the 

uncertificated obligation is registered. 

Section 12. Public records -- locations. (1) With 

regard to the ownership or pledge of public obligations. 

records ara not subject to inspection or Co?y~ng 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 locations inside or outside this state 

deter~ined by the issuer. 

Section 13. Applicability election rescission. 

Zl (1) Public obligations may be issued as certific~ted or 

22 uncertlficated public obligations as provided in [this act]w 

2~ notwithstanding provisl~ns of law providing for issuance in 

24 other forms. Whenever bonds are issued under (this act]w the 

25 provisions of [this act] are alternative and supplemental to 
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prevents the 

or 11anner 

(3) The provisions of [this act] •ay be appl led to 

obligations that have previously been approved by vote 7 

referendum, or hearing• authorizing or per•itting the 

authorization of obligations in bearer and registered form 

or in bearer for• only 9 and such obligations need not be 

resubmitted for a further vote~ referenduwt or hearing for 

the p•Jrpose of author I zing or permitting the authorization 

of obligations in registered form only. 

SBctlon 14• Construction. [This act] must be construed 

in conjunction with the Uniform Commercial Code and the 

principles of contract law relative to the registration and 

tr-3nsfer of obligations. 

Section 15. Effective date. This act is effective July 

lw 198'3. 

-Er·d-
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I'ITRODiJCED BY 

Approved by Committee 
on State AdminAstration 

J!lf::..,"~L-'-< 
A BJLt FOR AN ACT ENTITLED: •AN ACT TO AUTHORIZE AND 

PROVIDE FOR THE ISSUANCE, EXECUTION, AUTHENTICATION, AND 

TRANSFER OF PUBLIC OBLIGATIONS IN REGISTERED FORM; ANO 

PROVIDING AN EFFECTIVE DATE.• 

WHEREAS 9 Congress has enacted the Tax Equity and Fiscal 

Responsibility Act of l9d2 that requires, among other 

thinqs, that all public obligations be issued in registered 

form if the interest earned on such obligations is to be 

exempt from the federal income tax; and 

WHEREAS, Conqress has extended from January 1, 1963, to 

July lt 1983, the effective date of the Act insofar as it 

applies to the registration of public obligations for the 

purpose of allowing stdtes, municip.alitiest and the 

cnmmerciel world to enact taws and ordinances and implement 

procedur~s to facilitate compliance with the law; and 

~HEREAS, current Montana law does not provide for the 

issuance of ~ost public obligations in a registered form; 

and 

~YEP.EAS, th~ ioabil ity of th~ state, local governments, 

school districts, or other governmental er.t.ities to issue 

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

and 

WHEREAS, the ability to finance public improvements 

throuqh the issuance of tax-exempt bonds is critical to the 

conduct of the public business. 

THEREFORE, it is the intent of the Legislatu~e to 

authorize the state, local governments, school districts, 

and other governmental entities to issue in a registered 

form the public obligations they are now authorized to 

issue. 

BE IT ENACTED SY THE LEG(SLATURe OF THE STATE OF HONTANA: 

s~ction 1. Short title. [This act] •ay be cited as the 

"MoGal Public Obligations Registration Act of Montana". 

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

foll~lnq definitions apply: 

(1) (a) ~Authorized officer" means, with respect to 

any certificated public obligation: 

( i) an individual whose ·~ignature to the certificated 

public o~ligation is required or permitted; or 

(ii) ~n individual whom ~n authorized officer •ay, 

eitn~r alone or ~ith th~ concurrence of another or others, 

permit to affix fils siqnatur3' to the certificated public 

obli.:.,at.fon and who is so oermitted in writing by the 

authorized officer with any r~quired concurrence. 

-2-
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(b) "Authorized officer• means, with respect to any 

uncertificated pub1 ic obligation, any individual referred to 

in ti1is subsection as an authorized officer with respect to 

a certificated public obligation of the same class or 

series. 

(l) •certificated. public obligation• •eans 

obliqatlon that is: 

(a) issued pursuant to a system of registration; 

{b) represented by an instrument; and 

an 

(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 1954, as 

a•ended. 

(4) •Facsimile seal- means the reproduction by 

engraving. imprinting, stamping• or other ~eans of the seal 

of the issuer, official, or official body. 

{5) •Facsimile signature• ~eans the reproduction oy 

engravingy lmprintinq• stamping, or other means of the 

manual signa~ure of an authori2ed officer. 

(~) •Financial inter~ediary• means a bank, broker, or 

cl~aring corporation or the no~inee of any of them or other 

person or no~inee which in the ordinary course of its 

business •aintains public obligation accounts for its 

customers. 

(7) •Issuer• Means a oublic entity that: 
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fc) executes a certificated public obligation to 

evidence its duty to perforM an obligation represented by 

the certificated publ lc obligation; 

(b) undertakes to perfor• an obligation that is an 

uncer~ificated public obligation; or 

tc) becomes responsible for or in place of a public 

entity described as an issuer in this subsection. 

(8) •Oblfqation• means an aqreement of an issuer to 

pay ~rincipal and interest and includes a share 9 

participation, or other interest In any such agreement. 

(9) •official actions• aeans ~he actions by statute, 

order, ordinance, resolution, contract, or other authoriLed 

means by which the issuer provides for issuance of a public 

oblijation. 

(1~) •o£ficial or official body• means the officer or 

body that Is empowered under the laws of one or more statcs 9 

including this state, to provide for original issuance of a 

public obligation of the issuer by defining the obligation 

and its terMSt conditions, and other incidents; the 

successor or successors of any such of'ficial or officia-l 

body; and such other person or group of persons as arP. 

assigned duties of such official or official body under 

appl ic-::Jble law fro111 time to time. 

(11) •original issuance• means the first transfer of a 

public obligation by an issuer to a purchaser. 
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(12) •Public entity• .eans any entity• departMent, or 

aqency that is empowered under the laws of one or more 

states9 including this state, to issue obligations, any 

interest with respect to which may under any provision of 

law b~ provided an exemption from the income tax referred to 

in the code. The term •public entity• may include this 

state• a political subdivision, a municipal corporation• a 

state university or collegey a school district or other 

special district, a joint agree•ent entity, a public 

authority, a public trust, a nonprofit corporation• or other 

orqanization. 

(13) •Public obligation• •eans either a certificated or 

an uncertificated public obligation• 

flltJ esyst .. of· r~gistra-t:rOn-" and tts variants means a 

plan: 

(a) wtth respect to a certificated public obligation~ 

that orovides that: 

(i) the certificated public obligation specify a 

p~rs-Jn entitled to the public obligation or the rights it 

repres"'!ot:s; and 

(ii) tr0nsfer of the certificated public obligation may 

be r~~lstered upon books maint~ined for that purpose oy or 

on behalf of the issuet'; and 

(h) with 

oblioation, 

respect to 

that provides 
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uncertificated public obligation be registered upon books 

~aintained for that purpose by or ~n behalf of the issuer. 

(15) •uncertificated public obliqation• means an 

ohliqatlon that is: 

(a) issued pursuant to a system of registration; 

(b) not represented by an instrument; and 

(c) either one of a class or series or by its ter•s 

divisible into a class or series of obligations. 

s~ction 3. Declarations of state interest -- purposes. 

(1) Sections 103 ~nd 103A of the code provide that interest 

with respect to certain obligations may not oe exempt from 

the income tax if they are not tn ~eqistered fo~m. It is 

therefore a matter of state concern that public enti~ies be 

authorized to provide foF- t;he--- t.s·~ui'l:nce of obl-•gat,cns i-n 

such form. It is a purpose of [this act] to authorize all 

publi..: entities to establish and l!aintain a systelfl pursuant 

to which obligations may be Issued in registered form within 

the me.::~n i ng of sections 103 and l'03A of the code. 

(2) Obliqations have traditionally been issued in 

be~rer rather than in registered form 9 and a change from 

b~~are.- to reqistered form will siqnific_omtly affect the 

relati·:>nshios, riqhts, and duties of issuers of and the 

persons that deal with obligations and• by such effect. the 

costs. Such effects will impact the 'larious issuers and 

var i et. i es of obl i qat ions di ffcren-tl Y• depending on theIr 
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legal and financial characteristics• their markets, and 

their adaotability to recent and prospective technological 

and organizational developments. It is therefore a matter of 

state concern that public entities be provided flexibility 

In th~ d~velQpment of systems of registration and control 

over syste• Incidents. so as to accommodate differing 

impacts. It is a purpose o£ [this act] to provide for the 

establ i shaent and maintenance, and amendment fro•j time t·o 

time. of diff~ring systems of registration of obligations. 

including system incidents• so as to accom~date the 

di'ff'ering· l•pacts upon issuers and varieties of obligations. 

Section 4• System of registration. (1) Each issuer is 

authorized to establish and regularly ~afntain a system of 

registration with respect to each public obligation that It 

issues. The system •ay be either a system ~ursuant to which 

only certificated public obligations are issued or a system 

pursuant to which both certificated and uncertificated 

public obligations are issued. The issuer may oiscontinue 

and reinstitute either system from time to ti~e. 

(2) The system must be established and regularly 

maintained or aMended• discontinued, or reinstituted for the 

issuer by the official or official body. 

t3) The systeM must be described in the official 

actions that provide for orlgfnal issuance and in subsequent 

official actions providing £or amendments and other matters 
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from -time to tirre. Such description may be by ref~rence to a 

proqra~ of the Issuer that is established by the offiLial or 

official body. 

(4) The system must define the method or methods by 

which transfer of the public obligations is effective with 

respect to the issuer, 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 

m~de. The system may permit the issu3nce of public 

obl ir.:f:ttions in any denomination to represent. sev~ral public 

obli'}"ltions of smuller denominations. The system may CJlso 

orovirte for the for• of any certif"icated public obligations, 

'for dIffering record and payment date.,. for varying 

denominations. and for accounting. canceled certiticate 

destruction• and other incident~] ~atters. 

(5) Under a system pursuant to which both certificate1 

and uncertif;cated public obligations are issued 9 both types 

of public obligations may be regularly issued or one type 

~ay be regularly issued and the other type issued only under 

described circumstances or to particular described 

categories of owners. Under a system pursuant to which 

uncertit'icated 

provisions ~nay 

releases. 

public obligations are regularly issued 

be made for registration of pledges and 

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

-8-
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to amendments, discontinuances• and reinstitutions and the 

effect of such on the exemption of interest from the income 

tax provided for by the code. 

{l) If the effect of a conversion fro• one of the 

for~s of public obligations provided for in [this act] to a 

form not provided for in [this act] is that Interest will 

conti,ue to be exe•pt froM the inco•e tax provided for by 

the codet [this act] does not preclude such conversion. 

(B) To the extent not inconsistent with [this act]• 

the riqhts provided by other laws with respect to 

obllqations in other forms must be provided with respect to 

ob111Ptlons in forms that may be used under [this act]. 

section 5. Certificated public obligation-- execution 

~uthentication. (1) A certificated public obligation must 

b~ executeC by the Issuer by: 

(·"1) the siqninq by an authorized officer with the 

~anual signature of such officer; or 

(b) the siqning by such officer with a facsimile 

siqnature in lieu of the •anual signature of such officer. 

(ll Each certificated public obligation ~aay., in 

addition to the signature or signatures of an authorized 

officer or officerst have placed upon It a certificate or 

certificates as authenticatinq trustee, reqistrar, transt~r 

aqent, or th~ like. Such certificate may oe signed by the 

manual signature of an individual or by a facsimile 

-9-
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signature in lieu of a manual signature. provided that at 

least one certificate Is signed by a manual signature. 

(3) The ce~tificated public obligation Must bear the 

manual signature of either: 

(a) an authorized officer as defined in [section 2]i 

or 

[b) a person described in subsection (2). 

Section 6. Certificated public obligation 

signatures. (1) No certificated public obligation signed by 

the authorized officers at the time of the signinq is 

invalid or without binding effect even thouqh before the 

issuance thereof any or all of such officers have ceased to 

fill their respective offices. 

{ 2) Any authorized officer employed 

certificated public obligation may adopt as 

to 

and 

sign 

fo~ 

any 

the 

siqnature of the officer the signature of a predecessor in 

office in the event that such predecessor•s signature 

app~~rs on such certificated public obligation. 

SecLion 1. Certificated public obligation seal. 

WhPn a SPal is required or permitted in the execution of any 

certificated public obliqaticn., an authorized officer may 

c~use tn~ seal to be printed• engraved. stamped, or 

otherwis~ plac~d in facsimile tt"lcreon• The facsitnile seal 

has th~ same leq~l effect as the i~pression of the sedl. 

S~ction 8. Uncertificated public obligation-- si~ned 
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respect to its 

the sending ot 

written state~ents that provide ~ r~~ord of certain rights 

as of the time of issuance of the staternents. 'fhe statements 

must ~e sent to each person acquiring rights by registration 

in tJ:'ICertiflcated public .obligations 9 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 obligation of the same class or series. 

Statements, as such• confer no right on the recipient. 

State•ents are neither a negotiable instrument nor a 

security. 

Section 9. Agents -- depositories. (1) An issuer may 

appoint for a term as may be agreed, including for so long 

as a oublic obligation may be outstanding, corporate or 

other quth@nticating trustees, transfer agents. registrars, 

or ~aying or other aqents and specify their rights, 

compensation• and duties• limit their liabilities, and 

provide for their payment of liquidated damages in the event 

of breach of certain of the duties imposed, ~hich liquidated 

damages ~ay be made payable to a financial intermediary. ~o 

trustaey transfer agent• registrar, paying or other agent 

need have an office or do business within this state. 

(2) An issuer may enter into agreements with custodian 

banks and financial intermediaries, and nominees of any of 

-11-

2 

3 

4 

5 

I> 

7 

a 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

zo 

21 

22 

23 

24 

25 

LC 2277/01 

them~ in connection with the establishment and .. aintenance 

by others o~ a central depository systeB for the transfer or 

pledqe of public obligations. The custodian ~anksy fin~ncial 

int~r~ediaries. and nominees may~ if qualified and acting dS 

fidu~iaries. also serve as authenticating trustees 9 transfer 

agents, registrars, or paying or other agents of the issuer 

with respect to the same issue of public oollgations. 

Section 10. Costs --collection. (1) An issuer, prior 

to or at original issuance, may provide as a part of a 

syste~ of reqlstratlon that the transferor or transferee of 

the nublic obligations pay all or a designated part of the 

costs of the system 7 that costs be Pdid out of th~ proceeds 

of th~ public obligations, 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 pr~ceeds is the 

liability of the issuer. 

(l) The issuer may as a part of the system provide for 

reimbursement or for satisfaction of its 1 iability by 

payment by others• The Issuer may enter into agreements with 

others respecting reimburseaent or payment, may establish 

fees and charqes pursuant to such agreeMents or otherwise, 

and may provide that the amount or estimated amoun~ of the 

fees and charqes must be reimbursed or paid fro• the sa•e 

sources and by means of the same collection and en~orce~ent 

procedures and with the same priority and effect as with 
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respect to the obligation. 

Section 11. Deposits for security. Wheneve~ under any 

law of this state a deposit of public obligations is 

authorized as security, public obligations otherwise meeting 

the authorized criteria may be deposited and must b~ 

accepted as security, provided that In the case of a 

certificated public obligation, the instruMent is assigned 

to thq holder of the deposit and in the case of an 

uncP.rtificated public obligation, registration of a pledge 

is authorized by the syste~ and the pledge of the 

uncertificated obligation is registered. 

Section 12. Public records -- locations. (1) With 

regard to the ownership or pledge of public obligations, 

records ara not subject to inspection or CO?ying under any 

1&• of this state ~elating to th~ right of the public to 

insp~ct or copy public ~ecords. 

(2) Registration ~ecords of the issuer may be 

Maintained at locations inside or outside this state 

dPter~ined by the issuer. 

Section 13. Applicability election res.ci ssion. 

21 (lt Public obl i~ations may be issued as certificated or 

22 uncertificated oublic obligations as provided in [this act]t 

2~ notwithstanding provisions of law providing for issuance in 

24 other forms. Whenever bonds are issued under [this act], the 

25 provisions of [this act] are alternative and supplemental to 
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such other orovisions. 

(2) Nothing in [this 

issuance of obligations in 

act] 

any 

1 i mits or prevents the 

other forra or 11anner 

authorized by law. 

(3) The provisions of [this act] may be applied to 

obligation5 that have previously been 

referendu1111, or hearing, authorizing 

approved by votet 

or per•itting the 

authorization _of obligations in bearer and registered form 

or in bearer for• only. and such obligations need not be 

resubmitted for a further vote9 referendum, or hearing for 

the pur-pose of authorizlnq or per~J~ittiog the authorization 

of obligations in registered form only. 

Section 14. Construction. [This aGt] ~ust be construed 

in conjunction with the Uniform Commercial Code and the 

principles of contract law relative to the registration and 

tl"",3nsfer of obl igat.ions. 

Section 15. Effective date. This act is effective July 

lt 19(;'"3. 

-End-
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~ .. ~,~.Ld,1 

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

PROYtDE FOR THE ISSUANCE• EXECUTION• AUTHENTICATION• AND 

TRANSFER OF PUBLIC 03LIGATIO~S IN REGISTERED FORM; AND 

PROVIDING AN EFFECTIVE DATE.• 

WHEREAS, Congress has enacted the Tax Equity and Fiscal 

Responsibility Act of 1982 that requires, a•ong other 

thlnqs• that all public obligations be issued In registered 

form If the interest earned on such obligations is to be 

exeMpt from the federal lnco•e tax; and 

l..;HEREA.S, Congress has extended from January 1, 1983., to 

July l• 1983, the effective date of the Act insofar as it 

applies to the registration of public obligations for the 

purpose of allowing states, llllni c i pal iti es, and the 

cotmnercl;;~l world to enact laws and ordinances and implement 

procP.dur~s to facilitate compliance -ith the law; and 

~HEREASt currP.nt Montana Jaw does not provide for the 

issuance of ~o~t public obligations in~ registered form; 

and 

~YEREAS, the inabll ity of the state~ local governments 7 

school districts, 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 axe•pt; 

and 

WHEREAS, the ability to finance public improvements 

throuQh the Issuance of tax-exespt bonds is critical to the 

conduct of the public business. 

THEREFORE• it is the Intent of the Legislature to 

authorize the state, local governments, school districts, 

and other governmental entities ta Issue in a registered 

for~ the public obligations they are now authorized to 

issue. 

8E IT ENACTED BY THE LEGISLATURE OF THE STAT~ Of MONTANA: 

Sactlon 1. Short title. [This act] •av be cited as the 

·~odel Public Obligations Registration Act of "ontana•. 

Section z. Definitions. As used in [this act], the 

follo~ing definitions apply: 

(1) (a) •Authorized officer• means. with respect to 

any certificated public obligation: 

(i) an individual whose signature to the certificated 

public obligation is required or permitted; or 

{ii) nn Individual whom an authorized officer may, 

efth~r alone or ~1th the concurrence of another or others, 

permit to affix his siqnatur~ to the certificated public 

obligation and who is so permitted in writing by the 

authorized officer with any required concurrence. 

T H I R D R E A D I N G 
-2-
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(b) •Authorize<! o'fffcer• •eans. with respect to any 

uncertiflcai:ed· publi-c- obligation•- any· ~ndividual re'ferred to 

i-n this· sub-Sec-tion as an authorized o-fficer w-ith res-pect to 

a certi-f'lcated public obl igat:lon of the salle class or 

ser.i--es. 

(?. )' "C&rtH"h: atecr pub I 1<: obl igatlon• aeans an 

obH•gatlotl that 1 "'". 

(a)· i'ssuecr pursuant to a.·· sys.,.,. of l"eglstration;· 

·( b J repr.es<>nt'e<f• by· an lnstrueent; and' 

(.c)' ef-t:her one of· a cl-as·s or series or by· its· terwas. 

di.,.lsH>le In~ a cle$$· or ser.J'1ts· of obligations. 

(3) "C- ~~eans 1U'Ie rnternal Rowel\ue Code of. 195+• as 

aaende-diJ 

!")· •FIIC$"-IHI seal•· a<NOM tile r"pr..-tifHI by. 

engraY'I'ngt illprlnting, sta~DP;I>ngr or other. ""'ans or· the seat·· 

ot'·t• ,.._ •. ~•h:lel'o,. or oflf-ici'al• bodr-

(~·) ~iwtH1>· si gn-.. •··· --· tlta reproduet:<'On t>y 

engrall'i'"9• i~Jntin!Jo. staiOP>i-ng,. <>!"· odie!". 111eans e>f'· t:tle· 

_, si-gnattw•·- ;on .. all.thcor.lzacr :e>ffl'cu•· 

f~ fc, •Fl--"""' l.nl:et'illadf'a"y'"·· ooearts· a· bank• broker. or 

el~i 119 col"i!Ol'ati=on· or . t:hll' ,_.,n-:· nf any·c of tn- or oth•,.·· 

p•rson or nGlllt-· vh'I'Ch in. 1!1110' <>r<ll'n•..., C!C>Ut<S<! o'f' Its 

bUs·lness ..afnt!>ln•s· putt;~~< otrf1·gn=l<>rr· acc.,....t:s · for· i t:s· 

CU$tttfiiers. 

4J'J •Is~uttJI:l> •an'S>, i!l ~-· ant<t)O; t:t\at:• 
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(a) executes ;r certificated public obligation to 

evidence its duty to perfor• an obligation represented by 

the certificated public oblfga~ion; 

(b) undertakes- to perforllt an obligatiOn that ·is an 

uncertiflcated publ lc obligation; or 

(c) becomes responsible for or in place of a public 

entity· described as an issuer rn this subsection. 

( 8 t •Obl I qat I on• -ans an aqreement iff an- issuer to 

pay princlpa.l and interest and includes a shdre. 

partie; pati on., or other· _interest in any such agreement. 

(-9) •Offfcl-al- actions•· .-eans the actions b.Y' s-t:at:ute, 

Of"'der... ordinance• reso.l.ution, contract• or other author"lzed 

•eans by vhh:h the I ssuar provf des, for i s.suance· of" a pub I i c 

obl·iqat-ion •. 

(LO·t •official or off'iclal bod,.- 11eans· the officer. or 

b.od'f' that· 1·s empowered under the- laws· o.f one or more st.ct-tes-, 

f-nel udt-~nq. thi-&-, st~-•- ~0"" pr<PH<de• f'or ori·g;hti!tl' issuance· of a 

publi.c ab 1 lgaU an of the I uuer by def' In i ng the obH·gat I on 

and' i·-t::s ter•s.. conditkN\5, and other incidents; t ..... 

successor or successors.. of· any· such off"fcial· or· official 

bodYl and such. other person· or qroup of persons as are 

a•slr,ned duties of' such offiCial .or official· tiocry und<>F 

appl I<: able la ... froe tiae to t:l-. 

(11) •original Issuance• aeans the first transfer of a 

pub1ic obligatJon· by an issuer to a purchas~. 
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1121 •Publ lc entity• ..,ans any entH:y, depart11ento or 

a9ency that Is empowered under the laws of one or more 

states, including this statet to issue obligations, any 

interest with respect to which may under any provision of 

law b~ provided an exeaptlon from the income tax referred to 

in th~ code. The term •public entity• •ay Include this 

stat~, a political subdivision, a municipal corporation, a 

state uni~ersity or college, a school district or other 

sp~cial district, a joint agree•ent entity, a public 

~uthority, a oublic trust, a nonprofit corporation, or other 

orqanizatlon. 

(13) •Public obligation• Means either a certificated or 

an uncertificated public obligation. 

(14) •System o~ registration• and its variants means a 

pl.~n: 

(~) with respect to a certificated pub11c obligation, 

that ~rovides th~t: 

( i 1 the certificated public obligation specify a 

rights it pers~n entitled to the public obligation or the 

reores-•"ltS i and 

(il, transfer of the certificated public obligation may 

be r4!a I stered upon boo1<s maintained for that purpose oy or 

on behalf of the issuer; and 

(b) with respect to 

obliqation, that provides 
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uncertificated public obligation be registered upon books 

~aintained for that purpose by or on behalf of the issuer. 

(15) •uncertificated public obliqatlon• mP.ans an 

obligation that is: 

(a) issued pursuant to a system of registration; 

(b) not represented by an instrument; and 

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

divisible into a class or series of ~bligatlons. 

!~ction 3. Declarations of state interest -- purposes. 

(1) s~ctions 103 ~nd 103A of the code provide that interest 

with ~espect to certain obligations may not oe exe•pt from 

the Income tax If they are not In registered form. It is 

therefore a matter of state concern that public entities be 

authoriz~d to provide for the issuance of obligations in 

such form. It is a purpose of [this act] to authorize all 

public entities to establish and Maintain a system pursuant 

to which ooligations may be Issued In re9istered fora1 wltnln 

the me3ning of sections 103 and l03A of the code. 

(2) ObliQations have traditionally bean issued in 

bear~r rather than in registered form• and a c~ange from 

D'~arer to reoi stered form will signitic;mtly affect the 

relationshiPS• riqhts, and duties of issuers of and the 

persons that: de.al with obligations andt by such effect• the 

costs• Such effects will Impact the various issuers and 

varieties of obligations differently~ depending on their 

-6-
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legal and financial char:acter-lstics, their markets, and 

their adaptabi 1 ity to recent and prospective technological 

and orQan1zational developments. It is therefore a matter of 

state concern that public entitles be provided flexibility 

In th'! d.ev~lopment or systems of re_gl strati on and control 

over syste• Incidents, so as to accommodate differing 

impaats. It is a purpose of (th.fs act] to ·provide for the 

aatablish•ent and Mainten~nce, and amendment fro• time to 

tt-ll&• of" di.ff-erin-g sy.steu. of registration of obligations, 

including systeDJ io.cidents• so as to accommodate the 

dif"f'ering f·•pacts upon issuers and varieties of obligations. 

section~. System of registration. (1) Each issuer is 

authorized to es-tabli-sh and regular,ly me.intain a system of 

registllation with reS'pect to--each publi-c obligation that it 

iS$Ue6• The sy~tea may be either a system pu~suant to whjch 

OQ)J'. cer,.,iflcated public obllgatlon.s ar., issued or a syste• 

pursuant:- to which both c:.,.tl·fi·c;at.ad and uncertificated 

publi-c obl f·gatf-on-a are i ssu.ed •. The f ssuer_ •ay discontinue 

and reinstitute EJJther- syste:lll- fro• tim~ to :ti.ne. 

(l) The sy$tec llUSt: be estabU$hed and regularly 

maint~.i ned or .utended• di sc~i-nuedt or rei nsti tut.ed for the 

lssU<!r by the ot:«~clal or offtclal body.. 

(3) The systea au.u. be, described in the official 

act:l.ons that .p.roy-i.cte fov. or·i g·h'l!al i.$$Uance and in subsequent 

ofl"l.cl al actlon$.•provi ding '-'t amendiMfl.f:s and other 1latters 
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·from time to tirte. Such description may be by referenc"" to a 

pl-oqram of the Issuer· tha-t: is established by the official or 

official body. 

(4) The system must define the method or methods by 

which transfer of the public obligations is effective with 

respect to the issuer• which •ethod or methods are exclusive 

(substantial cotRpliance being essential to a valid transf<o>r) 

and by which payment of principal and any interest must oe 

made. The system may permit the issuance of public 

obl i qat i oos in any denomination to represent. several public 

obligations of- smaller denoMinations. The system may also 

prov>irte- for the fona of any cer1:ificated public obligations. 

for differing record and paym~nt dates• for varying 

denominatIons, and for accountJng, · canceled cer-ti fi cat4:: 

destruction• and other Incidental matters. 

(S) Under a system pursuant to which both certificate~ 

and uncertiffcated public obllgatio~s are issued, both tyPes 

of publ i·c obl igat:ions- may. be regularly issued or one ty;Y~~ 

raay be regul ar·l y issued and the -other type Issued only under 

describ-ed circumstances or to parti-cular desc.r it,ed 

cata,gories of oMners. Under a syste11 pursuant to which 

unc~rtificat:ed public obligations are raqu18r.lr issue-u 

provisions may be made for registration of pled9es and 

releases. 

[6} The system may include covenants of the issuer as 
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to amendaents• discontinuances, and reinstitutions and the 

effect of such on the exe~tlon of Interest from the incoMe 

taK provided for by the code. 

(7) If the effect of a conversion fro• one of the 

foras of public obligations provided for In [this act] to a 

form not provided for In [this act] is that Interest will 

conti~ue to be exeMpt from the inco•e tax provided for by 

the code, [this act] does not preclude such conversion. 

{B) To the extent not Inconsistent with [this act]• 

the riqhts provided by other laws with respect to 

obllqatlons In other forms must be provided with respect to 

obll,ations in forms that may be used under [this act]. 

Section 5. Certificated public obligation-- execution 

authentication. (1) A certificated public obligation ~ust 

be executed by the issuer by: 

f~J the signing by an authorized officer with the 

manual siQnature of such officer; or 

(b) the signing by such officer with a facsimile 

siqnature in lieu o¥ the manual signature of such officer. 

fl J Each certificated public obligation aay• in 

addition to the signature or signatures of an authorized 

officer or officers. have placed upon It a certificate or 

certificates as authenticating trustee, registrar. transf~r 

a<;~ent, or the 1 ike. Such certl f I cate may be signed- by the 

manual signature of an individual or bv a facsimile 
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signature in lieu of a manual signature, provided that at 

least one certificate Is signed by a manual signature. 

(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)• 

Section 6. Certificated . public obligation 

signatures. (1) No certificated public obligation signed by 

the authorized officers at the time of the signing is 

Invalid or without binding effect even thouqh before the 

issuance thereof any or all of such officers have ceased to 

fill their respective offices. 

{2) ,\ny authori2ed 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 slqnature 

appears on such certificated public obligation. 

Sec~ion 7. Certificated public obligation seal. 

Wh~n a seal is required or permitted in the execution of any 

certificated public obligaticn 9 an authorizP-d officer may 

cause the seal to be printed, engraved, stamped• or 

oth~rwise placed in facsimile thereon. The facsimile seal 

h~s tha same legal effect as the Impression of the seal. 

Section a. Uncertlficated public obligation-- signed 

-10-
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statP.nJents. The issuer shall provide• with r-espect to its 

unc:erti 'fi cated public ohligations9 for the sending of 

written st:a.temertts that provide .a record of certain rights 

as of the time of issuance of the statements. The statements 

must ~e sent to each person acquiring rights by registration 

in uncertificated public obligations. and 'the state~ents so 

sent must be si~ned by an authorize~ officer or by a person 

whose signature is required or permitted to be placed on a 

certificated public obll9ation of the saae class or series. 

St.atemerlts• as such., confer no right on the recipient. 

Stateeents are neltWer a negotiable lnstr.u.ent nor a 

security. 

section 9. Agents -- deposit<a.Fies. ·(1) An issuer .11ay 

appoint for a term ·as may be agreed• including for so long 

as a oub-1 ic obl I qat ion may be outstanding, corporate or 

other authentit:.a·ting trustHS• transfer aq&nts• registrars, 

or ~aying or other agents and specify their rights• 

co11pensatfon, ·and duties. li•it the.fr liabilities, _and 

provide fo.r tlleir pay.,ent of liquidated damag.,.; in the event 

of breach of certain of the duties imposed, whi~ liquidated 

de,..a::,es •ay ·be w!l!lde p.ayabl.e to a finan~i.al intermediary. No 

tr-ust.ee• transfer agent• ·"f"eg-1etr,ar, p-aying o-r ot-her agent 

need have an offi<:e or ·do bU.si ness wit:hl n ·thi-s state. 

(2) An tssuer may enter into agre«.ents with custoQian 

banks-~ ... and finan~ial in-t.er-JRed.Larfes, and -noainees of any of 
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them, in connection .. with the establishment _and w.aint:enaac~ 

.by others of a central depository syste~ for the transfer or 

pledqe of public obliqations. The custodian ~anks• financial 

inter~ediaries, and nominees may• if qualified and acting dS 

fiduciaries, also serve as authenticating trustees, transfer 

agents, registrars, or paying or other agents of the issuer 

with respect to the seae issue of public_ ool igat.ions. 

Section 10. Costs --collection. (1) An issuer, prior 

to or at ·o-riginal issuance, may provide as a part of a 

system of registr~tion that the transferor or transferee of 

the public obligations pay all or a designated part of the 

costs of the system, that CO$ts be paid out of the proceeds 

of the- public obligations, or that both methods be used. lhe 

portion of the costs of the system nat provided to be ~aiu 

by -the transfer·or or transferee or out of proceeds is thf': 

liability of the issuer. 

(Z) The issuer •ay as a part of the system provide ~or 

reimburse11en1: or for satisfaction of i t:.s 1 i.abi 1 ity by 

payment by others• The I ss.uer •ay enter into aqreerilents with 

others respecting reimbursewent or pay•~• may establish 

fees and charges purauant to such agree.ents or ot~rwiset 

·and may provide that the a.aunt or estiMated amount of the 

fe~s and charqes aust be reimbursed or paid from the same 

sources and by eeans of the same collection and enforce•ent 

procedures and with the sa•e priority and effect as with 
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respect to the obligation. 

Sec~ion 11. Deposits for security. Whenever under any 

law of this state a deposit of public obligations Is 

authorized as security, public obligations otherwise meeting 

the authorized criteria may be deposited and must be 

accepted a5 security, provided that in the case o~ a 

certificated public obligation, the instru•ent is assigned 

to th~ holder of the deposit and in the case of an 

unc~rtificate~ .Public obligationt registration oT a pledge 

is authorized by the systeM and the pled~e of the 

uncertlflcated obligation is registered. 

Section 12. Public records locations. (1) With 

regard to the ownership or pledge of public obligations. 

records ar~ not subject to inspection or co?ying under any 

law of this state relating to the right of the public to 

ins"P'ict or copy public .records• 

(2) Registration records of the issuer may be 

ltaintained at locations inside or outside this state 

deter~ined by the issuer. 

Section 13. Applicability election rescission. 

21 (1) Public ooligations may be issued as certificQted o~ 

22 uncertificated public obligations as provided in [this act], 

2~ notwiths~andlng pro~islons of law p~oviding for issuance in 

24 other for•s• Whenever bonds are issued under (this act], the 

25 provisions of [this act] are alternati¥e and supplemental to 
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such other orovfslons. 

(2) Nothing In [this act] ll•its or prevents the 

issuance of obligations in any other form or 

authori~ed by law. 

•anner 

(3) The provisions of [this act] •ay be applied to 

obligations that have previously been approved by vote• 

ref'!rendum, or hearing• authorizing or per•itting the 

authorization of obligations In bearer and registered form 

or in bearer for• only, and such obligations need not be 

resubmitted for a further vote• refer~ndumt or hearing for 

the purpose of authorizing or per•itting the authorization 

of obligations in registered form only•. 

Section 14. Construction. [This act] •ust be construed 

in conjunction with the Uniform Commercial Code and the 

principles of contract laN relative to the registration and 

tr~nsfer o~ obligations. 

Section 15. Effective date. This act is effective ~uly 

1, 19e1. 

-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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A BILL FOR AN ACT 

PROVIDE FOR THE 

TRANSFER OF PUBLIC 

SE"ATE BILL "0• 't22 

INTRODUCED BY HALLIGAN 

E"TITLEO: •AN ACT TO AUTHORIZE A"D 

ISSUANCE, EXECUTIO"' AUTHENTICATION, AND 

OBLIGATIONS IN REGISTERED FDRN; AND 

PROVIDING AN EFFECTIVE DATE,• 

WHEREAS, Conqress has enacted the Tax Equity and Fiscal 

Reso~sibillty Act of 1982 that requires, a•ong other 

things, tha~ all public obligations be issued in ~egistered 

form if the interest earned on su~h obligations is to be 

exeMpt froM the ~ederal income ta~; and 

WHfRfASt congress has extended fro• January lt 19M3, to 

July lt 1983 9 the affective date of the Act insofar as it 

applies to the registration of public obligations for the 

purpose of allowing states, Municipalities• and the 

coauftercial world to enact laws and ordinances and i~ttplelhent 

pf'OCediJres to facilitate c:o•pliance with the l::twi and 

WHEREAS, current Montana law does not provide tor tne 

issuan~e of most public obllqations in d registered forM; 

and 

~HEREAS, the inability of the state, local governments. 

school districts,. or other governmen-tal entities to issue 

r~gi~tered bonds results in 30 inability to issue public 
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obligation bonds on which the interest earned is tax exe•pt; 

and 

WrlEREAS. the ability to finance public iMprove•ents 

through the issuance of tax-exe~pt bonds iS critical to the 

conduct of the public business. 

THEREFORE, it is the intent of the Leqislature to 

authorize the state, local govern.ents. school districts, 

and other govern•ental 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 OF HONTANA: 

;ection 1. Short title. [This act) •ay be cited as the 

•Model Public Obligations Registration Act of Montana•. 

Section 2. Definitions. As used in [this act], the 

follo-,.ing definitions apply: 

(1, (aJ •Authorized officer• means, with respect to 

a~y cPrtificated public: obligation: 

(i) an individual whose signature to tne certificated 

public obliqation is required or perMitted; or 

(i i) an individual whom an authorized officer may. 

either alone or with th~ concurrence of another or otherst 

permit to affix hjs signature to the certificated public 

obligation and who is so permitterl in writing by the 

authorired officer with any rP.qui~ed concurrence. 

-2- SB ~22 
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(b) •4uthorized officer• meanst ~ith re~pect to any 

uncertificated public obligation, any individual referred to 

in this subsection as an authorized officer with respect to 

a certificated public obligation of the sa~e class or 

series. 

(2) •Certificated 

obllg~tlon that Is: 

public obligation• •eans 

(a) 

(b) 

issued pursuant to a system of reqistration; 

represented by an instru•ent; and 

an 

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

divisible into a class or series of obligations. 

(3) •Code• aeans the Internal Revenue tode of l954t as 

a~anded. 

C~J •Facsf~lle s~al• .eans the reproduction by 

engra\fing, llltprinting, sta .. plnq, or other tteans of the seal 

of. the issuer, official., or off-icial body. 

f5) •Facsi•lle si~nature• aeans 

engraving, imprinting, stamping, or 

the reproduction by 

other Deans of the 

manual signature of an authorized officer. 

(~) "Financial interBedlary• .eans a bank• broker• er 

clearing corporation._QR-I&U~Z-CQMPANY or the nominee of any 

of the• or other person or no.inee 'which in the ordinary 

course of its business •alntains public obligation accounts 

for its customers. 

(7t •Issuer• .eans a public entity that: 
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(a) executes a certificated public obligation to 

evidence Its duty to perform an obliqation represented by 

the certificated public obligationi 

(bt undertakes to perform an obligation that is dn 

uncer~ificated public obligation; or 

(ct beco~es responsible for or in place of a public 

entity described a5 an Issuer in this subsection. 

(8) •Obligation• tnP.ans an agreement of an issuer to 

pay orincipal and interest and includes a share, 

participation, or other interest in any such agreeMent. 

(~) •official actions• means the actions by statute, 

order, ordinance, resolution, contract, or other authorized 

means by which the issuer provides for issuance of a public 

obligation. 

(10) •Official or official body• means the officer or 

body that is eMpowered under the laws of one or •ore states, 

including this state, to provide for original issuance of a 

public obligation of the issuer by defining the obligation 

and its terms, conditions, and other incidents; the 

successor or successors of any such official or official 

body; and such other person or group of persons as are 

assig~ed duties of such official or official body under 

appli:able law from time to ti.e. 

(11) •Original Issuance• .eans the first transfer of a 

public obligation by an Issuer to a purchaser. 

-4- so 't22 
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(lZ) •Public entity• •eans any entity, depart•ent• or 

agency that is e~owered under the laws of one or .are 

states, including this state~ to issue obligations, any 

interest with respect to which •ay under any provision of 

law be provided an ex~•ption frOM the income tax referred to 

in the code. The term •public entity• may Include this 

state. a political subdivision. a aunlcipal corporation• a 

state university or college, a school district or other 

speci~l district, a joint agree•ent entity• a public 

authority. a public trust, a nonprofit corporation. or other 

organization. 

113t •Pubtic obligation• means either a certificated or 

an un~ertlflcated public obligation. 

(14) •Syste• of registration• and its variants ~ans a 

plan: 

(aJ wfth respect to a certificated public obl igatlon, 

that provides that: 

(i) the certificated publlc obligation specify a 

perso~ entitled to the public obligation or th@ rights it 

rep~esents; and 

(I i) transfer of the certificated public obligation may 

be reqistered upon books maintained for that purpose by or 

on be~alf of the lssueri and 

{0) ~lth respect to an uncertificated public 

ohl i 9:3t ion, that orovides that transfer of the 
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uncertificated public obligation be reg,stered upon books 

•alntained for that purpose by or on behalf of the Issuer. 

(15) •uncertlflcated public obligation• •eans an 

obllq<~tlon ·that is: 

(a) issued pursuant to a s1ste• of registration; 

(b) not represented by an instrument; and 

(c) efthe~ one of a class or series or by its terMs 

divisible into a class or series of obligations. 

Saction 3. Declarations of state interest -- purposes. 

{1) Sections 103 and 103A of the code provide that interest 

with respect to certain obligations may not be exe•pt from 

the I ncotne tax if t.hey are not in registered for•• It is 

therefore a matte~ of state concern that public entities be 

authorized to provide for the issuance of obligations in 

such form. It is a purpose of [this act] to authorize all 

public entities to establish and maintain a systea pursuant 

to which obligations ~ay be issued in registered form within 

the me3ning of sections 103 and 103A of the code. 

(Z) Obligations have traditionally been issued in 

b~arer rather than in registered form, and a change from 

b~arer to registered form will significantly affect tne 

relationships, rights, and duties of issuers of and ~he 

persofls that de.3l with obl I gilt ions andt ov such effect• the 

costs. Such effec~s will impact the various issuers and 

varieties of ob1 iqations differently, depending on their 

-b- SB 422 
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legal and financial cha~acteristics, their markets• and 

their 1daotabillty to recent and prospective technological 

and orrJanizatlonaJ developments. It is therefore a matter of 

state concern that public entities be provided flexibility 

in the deVelopMent of systems of registration and control 

over sys~eM Incidents• so as to accommodate differing 

impacts. It is a purpose of {this act] to provide for the 

establishment and Maintenance, and amendment from time to 

time, of differing systeas of registration 

lncl ur~ i nq system incid~nts. so as to 

of obligations• 

accommodate the 

differing iMpacts upon issuers and varieties of obligations. 

Section 4. System of registration. (1} Each issuer is 

authori2ed to establish and regularly maintain a system of 

registration with respect to each public obligation that it 

issues. The system may be either a systeM pursuant to which 

only ce'rtlflcate_d public obligations are issued or a syste111 

pursu3nt to which both certificated and uncertificated 

public obligations are Issued. The issuer May discontinue 

and reinstitute either syste• fro• ti•e to ti•e• 

f2) The system •ust be established and regularly 

Maintained or a~ended. discontinued, or reinstituted for the 

issuer by the official or official body. 

(3} The syste., IIUSt be described fn the official 

actions that provide f'or ol"iglnal issuance and in subsequent 

official actions providing for amend11ents and other matters 
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from ~ime to time. Such description may be by refer~nce to a 

pro~r~m of the issuer that is ~stabllshed by the official or 

official ho.-iy. 

(~) The system ~ust define the method or methods by 

wMich transfer of the public obliqations is effective with 

respect to the issuer, which .ethod or •ethods are exclusive 

(substantl·al co11pliance being essential to a valid t~ransf£"r) 

and by which oayeent of principal and any interest .ust be 

made. The system may permit the issudnce of publi' 

obligations in any denomination to represent several public 

obligations of smaller denoMinations. The system may also 

provicte for the form of any certificated public obligations• 

for differing record and payment dates. for varying 

denominations, and for accounting• canceled certificate 

destruction. and other incidental •atters. 

r 5) Under a svstefll pursuant to which bo.th certificated 

and urice~tificated public obligations are issued, both types 

of public obligations •ay be regularly Issued or one type 

may be regularly issued and the other type issued only under 

described circumstances or to pa~ticular described 

categories of owners. Under a system pursuant to which 

uncertificated public obliqations are regularly issued 

provisions •ay be ~de for registration of pledges and 

releases. 

(6) The sys.te11 aay include covenants of the issuer as 

-8- SB 422 
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to aaend•ents, d.iscontlnuances, and reinstitutions and the 

effect of such on the e~e•ptlon of interest from the income 

tax provided for by the code. 

(7) If the effect of a conversion fro~ one of the 

for~s of public obligations provided for in [this act] to a 

for'" not pt"ovided for in [this act:] is. that interest will 

continue to be exeMpt from the income tax provided for by 

the c~de, (thi~ act] does not preclude such conversion. 

(BJ To the ex.tent not inconsistent with [this act)t 

t~e rights provided by other laws with respect to 

obliq'ltions in other for•s •ust oe provided with respect to 

oblig~tions in for•s that may be used under [this act]. 

~ectlon 5. Certificated public obligation-- execution 

authentication. fl) A certificated public obliqation must 

b@ executed by the issuer by: 

(a) the signfnq by an authorized officer ~ith the 

manurtl siqnature of such offlceri or 

{o) the signing by ~uch officer ~ith a facsimile 

signature ln 1 ieu of the manual signature of such officer. 

(l) Each certificated public obligation may, in 

~dditlon to tMe siqnature o~ siqnatures of an authorized 

officer or officers. have placed upon it a certificate or 

certificates as authenticating trustee. reqistrar. transfer 

aQent. or the 1 Ike. Such certificate ~ay be siqned by the 

manual sign~ture of an individual or oy a facsimile 
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signature in lieu of a Manual signature, provided that at 

least one certificate is signed by a ~anual signature. 

f~) The certificated public obligation MUSt bear the 

manual signature of either: 

(a) an authorized officer as defined in [section Z]; 

or 

(b) a person described In subsection (2)• 

Section 6. Certificated public obligation 

signatures. (1) No certificated public obligation signed by 

the authorized officers at the time of the signing is 

invalid or without bindinq affect even though before the 

i ssua."lce thereof any or all of such officer-s have ceased to 

fill their- respective offices. 

( 2) Any author lzf!d officer employed to sign any 

certificated public obligation •ay adopt as and for the 

si~nat.ure of the officer the signature of a predecessor in 

office in the ~vent that ~uch predecessor's signature 

appears on such certificated public obligation. 

Section 1. Certiflcate1 public obligation -- seal. 

Ht"len a seal jo; required or per01itted in the execution of any 

certific~ted public obligation, an authorized officer may 

caus~ the seal to be printed• enqravedy stamped, or 

otherJise placed in facsimile thereon. the facsimile SPal 

has the same leqdl effect as th~ impression of the s~al. 

Section~. lJncertificated public obligation-- signed 
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statements. The issuer shall provide, with respect to its 

uncerttftcated public obligatlons9 for the sending of 

written statements that provide a record of certain rights 

as of the time of issuance of the statements. The state~ents 

must ~e sent to each person acquiring rights by registration 

in uncertificated public obliqationsy ana the statements so 

sent must be signed by an authorized officer or by a person 

whose signa~ure is required or permitted to be placed on a 

certificated public obligation of the sa.e class or series. 

State~ents 9 as such. confer 

Statenents 

security. 

are neither a 

no right on the recipient. 

negotiable instruMent nor a 

Section 9. Agents --depositories. {1) An issuer R1ay 

appoint for a ter• as •ay be agreed, including for <o long 

as a public obligation aay be outstan~in9• corporate or 

other authent.icat:i ng trustees, transfer agents., registrars, 

or paying or other agents and specify their rights, 

compensation, and duties, li•it their liabilities, and 

provide for their payment of liquidated damages in the event 

of breach of certain of the duties i•posed 9 which liquidated 

damages aay be made payable to a financial InterMediary. No 

trustee, transfer agent. registrar. paying or other agent 

need have an office or do business within this state. 

(ZJ An Issuer •ay ente_r into agreements ~o~ith custodian 

banks and financial inter•edtariest and na.inees of any of 

-11- 58 422 

z 

3 

4 

5 

6 

7 

6 

q 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

Zit 

25 

SB 0422/02 

them. in connection Mith the establishment and ~aintenance 

by at,ars of a central depository system for the transfer or 

pledge of public obligations. The custodian banks, financial 

internediariesr and nominees may 9 if qualified and acting as 

fiduci~ries, also serve as authenticating trustees, transfer 

aqents, registrars, or paying or other agents of the issuer 

with respect to the same issue of public obligations. 

Section 10. Costs collection. (1) An Issuer, prior 

to or at origin-'ll issuance, •ay proW"ide as a part of a 

syste~ of reaistration that the transferor or transferee of 

the public obliqations oay all or a designated part of the 

costs of the system, that costs be paid out of the proceeds 

of th~ public obli9ations 9 or that both aethods be used. The 

porti~n of the costs of the syste• not provided to be paid 

by the transferor or transferee or out of proceeds ;s the 

liability of the issuer. 

{Z) The issuer May as a part of the system provide for 

reimburse•ent o.r fo,. satis_factlon of its liability by 

pa1ment by others. The issuer •ay ente~ into agree-ants ~;th 

others ~especting relmburse•ent or payaent• May establ•sh 

fees and charges pursuant to such agreements or otherwise, 

and ~a)' provide that the aiiiQUnt or est.i•ated a-.ount of the 

fees 3nd charges Must be rei.Oursed or paid fra. the same 

sources and by .ean$ of the sa.e collection and enf~ce.ent 

proced~res and with the sa.e priority and effect as with 
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respect to the obligation. 

s~ction 11. Deposits for security. ~henever under any 

law of this s~ate a deposit of public obligations is 

authorized as security. public obligations otherwise meeting 

the authorized criteria ~ay be deposited and •ust be 

accepted as security. provided that in the case of a 

certificated public obligation, the instruaent Is assigned 

to the holder 

uncertificated 

is authorized 

of the 

public 

by the 

deposit and in the case of an 

obligation. registration of a pledge 

syste• and the pledge of the 

uncertificated obligation is registered. 

Section 12. Public records -- locations. (1) With 

re~ard to the ownership or pledge of public obligations. 

records are not subject to inspection or copyinq under any 

law of this state relating to the right of the public to 

inspe~t or copy public records. 

(2) Registration records of the issuer gay be 

maintained at locations Inside or outside this stat~ 

deter~ined by the issuer. 

Section 13. Applicability election -- rescission. 

21 (1) Public obllqatlons aay be issued as certificated or 

22 uncertificated public obligations as provided in [this act)y 

23 notwithstanding provisions of law providing for issuance in 

2~ other for~s. Whenever bonds are issued under [this act]Y the 

25 provisions of [this act] are alternativ~ and suppleaental to 
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{2) Nothing in [this act] li•its 

Issuance of obligations in any other 

authorized by law. 

(3) The provisions of [~his act] aay 

obllgatfons that have previously been 

referendum, or hearing, authorizing or 

sB o.r,zz;o2 

or prevents the 

for11 or ~~-anner 

be applied to 

approved by votet 

permitting the 

authorization of obliQations in bearer and registered form 

or ln bearer form onlyt and such obl lgatfons need not be 

resubnitted for a further vote, referendumy or hearing for 

the purpose of authorizing or permitting the authorization 

of obligations In registered form only. 

~action 14. Construction. (Thi$ act] ~ust be construed 

in conjunction with the Uniform Co••ercial Code and the 

principles of contract law relative to the reqistration and 

trans~er of obligations. 

Section 15. Effective date. This act is effective July 

1. 19?.3. 

-End-
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