
54th Legislature LC0085.01 

\,\()U5'L BILL NO. \JB 
2 INTRODUCED BY -1....,,4-....,,=1........~----------------------

3 BY REQUEST OF THE DEPARTMENT OF ADMINISTRATION 

4 

5 A BILL FORAN ACT ENTITLED: "AN ACT REVISING LAWS RELATING TO BID SECURITY; SPECIFYING THE 

6 FORM OF SECURITY TO ACCOMPANY A BID FOR THE PURCHASE OR SALE OF PUBLIC BONDS; 

7 AMENDING SECTIONS 18-1-202 AND 18-1-203, MCA; REPEALING SECTION 17-5-806, MCA; AND 

8 PROVIDING AN IMMEDIATE EFFECTIVE DATE." 

9 

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

11 

12 Section 1. Section 18-1-202, MCA, is amended to read: 

13 "18-1-202. Advertisement for bid to specify required security. ( 1) The advertisement, request, or 

14 solicitation for bids or offers~ must distinctly specify that all bidders, offerors, tenderers, or contractors 

15 shall: 

16 (a) iR aR'( ease ·,•,·l'lere whenever bids are solicited other than for purchase of any forms of 

17 indebtedness, expressly covenant in any bid that if the bidder sl=iall 13e 1.§. awarded the contractL the bidder 

18 will, within the time required as stated in the advertisement or solicitation, enter into a formal contract and 

19 give a good and sufficient bond to secure the performance of the terms and conditions of the contractt 

20 otl'lerwise,. If a bond is not provided, the bidder wiU shall pay \ff\t& the public authority the difference in 

21 money between tho amount of the bid of the bidder and the amount for which the public authority legally 

22 contracts with another party to perform the work or supply the property, commodities, or services, as the 

23 case may be, if the latter amount be i.§. in excess of the former;-&!'~ 

24 (b) iA aA•,• ease wl'lore whenever the bids are solicited for the purchase and sale of any forms of 

25 indebtedness of Sl:leR the public authority, expressly covenant that the FROA8'1' or 13aAk iAstruFReRt :,ecurity 

26 accompanying the bid in the 5ttffi amount specified by the public authority~ must be kept and retained 

27 by the public authority as liquidated damages for failure to consummate the purchase of Sttell the forms 

28 of indebtedness a& that may be awarded on acceptance of bid and in compliance with the terms tl'loreof 

29 of the bid. 

30 (2) The public authority shall distinctly specify in the solicitation or advertisement for bids the penal 

~na Le11lstatlve coundl 
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or other sum fixed by statute to be paid by aRi' J! bidder failing or refusing as aforesaid in any ease where 

sueh surn or sums are whenever the amount of the bid security is fixed by statute~ for sis seeurity; 

otherwise, ;,t shall in all eases sJ30ei*'f 1'he sum Otherwise, the public authority shall specify the amount, 

sut in no ease which may not be less than 2% of the principal amount of the indebtedness for a bid for the 

purchase of indebtedness and 10% of the bid price for any other bid, v,·hieh it ma~• seem that it considers 

reasonably necessary to protect and indemnify the public authority against the failure or refusal of the 

bidder to enter into the contract or consummate the purchase of indebtedness, as the case may be. 

{3) The advertisement, request, or other solicitation for bids or offers Sflall must distinctly specify 

that la•,.,,ful moneys of the Unites States or a oashior's eheek, eertifieel eheek, sank money oreler, or sank 

sraft, in any ease srawn anel issues s.,, sanlrn as herein speoifioel, payasle as aforesais, or sis sonel in an~· 

ease appropriate therefor shall eenstitute a bid bond or other form of security specified in 18-1-203 

constitutes compliance with the requirement for bid security." 

Section 2. Section 18-1-203, MCA, is amended to read: 

"18-1-203. Form of security. (11 E11eept as pro·,ieleel in sussestion (1), in !Dall cases under 

18-1-202{1Hat the bidder, offerer, or tenderer shall accompany any bid with either: 

{al lawful moneys money of the United States; 

(b) a cashier's check, certified check, bank money order, or bank draft, in any case drawn and 

issued by a national sanlEiA!:J assooiation loeateel in the state of Montana er sy an1· sanl1in!:J eorporation 

ineorporateel uneler the laws of the state of Montana federally chartered or state-chartered bank insured by 

the federal deposit insurance corporation; or 

(cl a bid bond or sones, guaranty bond, or surety bond executed by a surety corporation authorized 

to do business in the state of Montana. If a financial guaranty bond or surety bond is provided to secure 

the purchase of indebtedness, the long-term indebtedness of the company executing the financial guaranty 

bond or surety bond must carry an investment grade rating of one or more nationally recognized 

independent rating agents. 

(2) E11eeJ3t as l'IFO¥ieleel in sutlseetien 11), in all eases uneler 18 1 202(1)(e) the eieleler shall 

aeeorn13any the eiel ,,,..ith the seeurity eleseriseel in 11 Ila) or 11 )(e) aeo¥e. 

t6t- The moneys money or, in lieu of rnono·rs money, any of suoh the bank instruments or bid 

bonds, financial guaranty bonds, or surety bonds Sflall must be payable directly to the public authority 

~na Ler,/slatlve COundl 
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soliciting or advertising for bids. 

14) Tl'le pre,1isieAs ef tl=iis seetieA Ela Aet apply te eeAEls issues uAEler Title 17, el'lapter G, part a." 

NEW SECTION. Section 3. Repealer. Section 17-5-806, MCA, is repealed. 

NEW SECTION. Section 4. Effective date. [This act] is effective on passage and approval. 

-END-

~na 1e11lstatlve Counell 
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STATE OF MONTANA - FISCAL NOTE 

Fiscal Note for HB0178, as introduced 

DESCRIPTION OF PROPOSED LEGISLATION: 
An act revising laws relating to bid security; specifying the form of security to accompany 
a bid for the purchase or sale of public bonds. 

ASSUMPTIONS: 
1. Decisions to bid on public bonds are often made on the basis of "last minute" financial 

market conditions. 
2. Greater flexibility in bid security requirements for the sale of public bonds would 

promote greater participation of potential bidders. 
3. Greater participation of financial entities in bidding for state bond issues would tend 

to result in lower bids. 

FISCAL IMPACT: 
Insufficient information is available to make a specific estimate but significant savings in 
interest costs for the state are likely to occur as a result of HB0178. 

EFFECT ON COUNTY OR OTHER LOCAL REVENUES OR EXPENDITURES: 
No effect. 

DAVE LEWIS, BUDGET DIRECTOR DATE DAVID EWER, PRIMARY PSOR DATE 
Office of Budget and Program Planning 

Fiscal Note for HB0178. as introduced 
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HOUSE BILL NO. 178 

INTRODUCED BY EWER 

HB017B.02 

APPROVED BY COM ON 
STATE ADMINISTRATION 

3 

4 

BY REQUEST OF THE DEPARTMENT OF ADMINISTRATION 

5 A BILL FOR AN ACT ENTITLED: "AN ACT REVISING LAWS RELATING TO BID SECURITY; SPECIFYING THE 

6 FORM OF SECURITY TO ACCOMPANY A BID FOR THE PURCHASE OR SALE OF PUBLIC BONDS; 

7 AMENDING SECTIONS 18-1-202 AND 18-1-203, MCA; REPEALING SECTION 17-5-806, MCA; AND 

8 PROVIDING AN IMMEDIATE EFFECTIVE DATE." 

9 

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

11 

12 Section 1. Section 18-1-202, MCA, is amended to read: 

13 "18-1-202. Advertisement for bid to specify required security. ( 1) The advertisement, request, or 

14 solicitation for bids or offers SRall must distinctly specify that all bidders, offerors, tenderers, or contractors 

15 shall: 

16 (al iA aAy ease where whenever bids are solicited other than for purchase of any forms of 

17 indebtedness, expressly covenant in any bid that if the bidder shall se i§. awarded the contract, the bidder 

18 will, within the time required as stated in the advertisement or solicitation, enter into a formal contract and 

19 give a good and sufficient bond to secure the performance of the terms and conditions of the contract-; 

20 etherwise,. If a bond is not provided, the bidder will shall pay \:lflte the public authority the difference in 

21 money between the amount of the bid of the bidder and the amount for which the public authority legally 

22 contracts with another party to perform the work or supply the property, commodities, or services, as the 

23 case may be, if the latter amount ee i§. in excess of the former~" 

24 (b) in aAl' ease where whenever the bids are solicited for the purchase and sale of any forms of 

25 indebtedness of wclt the public authority, expressly covenant that the me Rey er saAl1 iAstn,1rneAt security 

26 accompanying the bid in the &l:¼ffl amount specified by the public authority SRall must be kept and retained 

27 by the public authority as liquidated damages for failure to consummate the purchase of wclt the forms 

28 of indebtedness as that may be awarded on acceptance of bid and in compliance with the terms thereat 

29 of the bid. 

30 (2) The public authority shall distinctly specify in the solicitation or advertisement for bids the penal 

~na Legislative councl/ 
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or other sum fixed by statute to be paid by af1Y !! bidder failing or refusing as aforesaid in an'( ease where 

sush sum er sums are whenever the amount of the bid security is fixed by statute" fer bis seeurit'(; 

otherwise, it shall in all eases speeify the sum Otherwise, the public authority shall specify the amount, 

but in no ease which may not be less than 2% of the principal amount of the indebtedness for a bid for the 

purchase of indebtedness and 10% of the bid price for any other bid, whieh it may seem that it considers 

reasonably necessary to protect and indemnify the public authority against the failure or refusal of the 

bidder to enter into the contract or consummate the purchase of indebtedness, as the case may be. 

(3) The advertisement, request, or other solicitation for bids or offers sffllll must distinctly specify 

that lawful moneys of t"1o IJnitoEI 6tates or a eashier's eheel1, eertifiea eheek, bank money erEler, or bank 

Elraft, in any ease Elrawn ans issues by banlrn as herein speeifieEI, payable as aforesaiEI, er bis bona in any 

case appropriate therefor shall senstitute a bid bond or other form of security specified in 18-1-203 

constitutes compliance with the requirement for bid security." 

Section 2. Section 18-1-203, MCA, is amended to read: 

"18-1-203. Form of security. (1 I Eiwept as previaeEI in subseetion (41, in !D. all cases under 

18-1-202( 1 )fal-L the bidder, offeror, or tenderer shall accompany any bid with either: 

(a) lawful moneys money of the United States; 

(bl a cashier's check, certified check, bank money order, or bank draft, in any case drawn and 

issued by a national bankin!J assosiatien loeateEI in t"1o state of Montana or by any bankin!J eorporatien 

insori;ieratoEI unElor the laws of tho state of Montana federally chartered or state-chartered bank insured by 

the federal deposit insurance corporation; or 

(c) a bid bond er bones, guaranty bond, or surety bond executed by a surety corporation authorized 

to do business in the state of Montana. If a financial guaranty bond or surety bond is provided to secure 

the purchase of indebtedness, the long-term indebtedness of the company executing the financial guaranty 

bond or surety bond must carry an investment grade rating of one or more nationally recognized 

independent rating ~ AGENCIES. 

(2) Elleei;it as pre'vieee in sullseetien (4), in all eases unaer 18 1 202(1)(bl the biaeer shall 

aeeompan•,· the bis witl:l tl:le seourit'/ eeserillea in (1 )(al or (1 )(bl alle·,·e. 

fd1- The mone','6 money or, in lieu of mone•,•s money. an•r of suoh the bank instruments or bid 

bonds, financial guaranty bonds, or surety bonds sffllll must be payable directly to the public authority 

~na Legtstatlve Council 
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soliciting or advertising for bids. 

(4) The pro,·isions af this seetian Ela net apply ta eanEls issues unEler Title 17, ehapter e, part 8." 

NEW SECTION. Section 3. Repealer. Section 17-5-806, MCA, is repealed. 

NEW SECTION. Section 4. Effective date. [This act] is effective on passage and approval. 

-END-

~na Legislative counclt 
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HOUSE BILL NO. 178 

INTRODUCED BY EWER 

BY REQUEST OF THE DEPARTMENT OF ADMINISTRATION 

HB0178.02 

5 A BILL FORAN ACT ENTITLED: "AN ACT REVISING LAWS RELATING TO BID SECURITY; SPECIFYING THE 

6 FORM OF SECURITY TO ACCOMPANY A BID FOR THE PURCHASE OR SALE OF PUBLIC BONDS; 

7 AMENDING SECTIONS 18-1-202 AND 18-1-203, MCA; REPEALING SECTION 17-5-806, MCA; AND 

8 PROVIDING AN IMMEDIATE EFFECTIVE DATE." 

9 

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

11 

12 Section 1. Section 18-1-202, MCA, is amended to read: 

13 "18-1-202. Advertisement for bid to specify required security. ( 1) The advertisement, request, or 

14 solicitation for bids or offers 5flell !!l.1!.§1 distinctly specify that all bidders, offerors, tenderers, or contractors 

15 shall: 

16 (a) in any ease where whenever bids are solicited other than for purchase of any forms of 

17 indebtedness, expressly covenant in any bid that if the bidder shall Ile ~ awarded the contract. the bidder 

18 will, within the time required as stated in the advertisement or solicitation, enter into a formal contract and 

19 give a good and sufficient bond to secure the performance of the terms and conditions of the contract;-

20 etherwise,. If a bond is not provided, the bidder wiH shall pay l:tRf& the public authority the difference in 

21 money between the amount of the bid of the bidder and the amount for which the public authority legally 

22 contracts with another party to perform the work or supply the property, commodities, or services, as the 

23 case may be, if the latter amount ee ~ in excess of the former;,-ef~ 

24 (bl in any oese •.•;here whenever the bids are solicited for tho purchase and sale of any forms of 

25 indebtedness of swei=I the public authority, expressly covenant that the Fflono~· or laank in&tFljFflOnt security 

26 accompanying the bid in the &1:1M amount specified by the public authority 5flell must be kept and retained 

27 by the public authority as liquidated damages for failure to consummate the purchase of swei=I the forms 

28 of indebtedness ae that may be awarded on acceptance of bid and in compliance with the terms thoreef 

29 of the bid. 

30 (2) The public authority shall distinctly specify in the solicitation or advertisement for bids the penal 

- 1 - HB 178 
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1 or other sum fixed by statute to be paid by aR'f a bidder failing or refusing as aforesaid iA aAy ease w"1oro 

2 s1:1e"1 s1:1FA er suFAs are whenever the amount of the bid security is fixed by statute~ for sis seeurity; 

3 eti=lerwise, it si=lall iA all eases S[:loeify ti=le suFA Otherwise, tho public authority shall specify the amount, 

4 eut iA AO ease which may not be less than 2 % of the principal amount of the indebtedness for a bid for the 

5 purchase of indebtedness and 10% of the bid price for any other bid, ',\'Riei=l it FABY EieeFA that it considers 

6 reasonably necessary to protect and indemnify the public authority against the failure or refusal of the 

7 bidder to enter into the contract or consummate the purchase of indebtedness, as the case may be. 

8 (3) The advertisement, request, or other solicitation for bids or offers e1:1,a11. must distinctly specify 

9 that la,Yiul ~oReys af tAo ldniteel States er a eae171ier's eAeolt, eenified ehoolt, Behlt R=aeno;• ardor, er t:lank 

1 o efrah, in aA•; ease 8ra1.-.1R ane isstiod 8~• Ban Its as f:lerein spoeifioS, pa;•able as aforooaiel, or BiB bane in an11 

11 ease a[:l[:lre1:1riate ti=lerefer si=lall eeAstit1:1te a bid bond or other form of security specified in 18-1-203 

12 constitutes compliance with the requirement for bid security." 

13 

14 Section 2. Section 18-1-203, MCA, is amended to read: 

15 "18-1-203. Form of security, (1) Enee1:1t as 1:1reYided iA a1:1eaeetieA (41, iA !n all cases under 

16 18-1-20211 )-!a}L the bidder, offeror, or tenderer shall accompany any bid with either: 

17 (a) lawful FAeAoye money of the United States; 

18 (bl a cashier's check, certified check, bank money order, or bank draft, in any case drawn and 

19 issued by a AatieAal eaAkiAg aseeeiatieA leeatee iA ti=le Uate ef MeAtaAa er ev aA'J' baRkiAg eeri;ieratieR 

20 iReer[:leratee 1:1Rdor ti=lo lo•,yo ef ti=le otato ef MeAtaAo federally chartered or state-chartered bank insured by 

21 the federal deposit insurance corporation; or 

22 (cl a bid bond er eeAdo. guaranty bond, or surety bond executed by a surety corporation authorized 

23 to do business in the state of Montana. If a financial guaranty bond or surety bond is provided to secure 

24 the purchase of indebtedness. the long-term indebtedness of the company executing the financial guaranty 

25 bond or surety bond must carry an investment grade rating of one or more nationally recognized 

26 independent rating H!fflt AGENCIES. 

27 (2) EMeOf:lt BO f:lFe,•iEtaEt iA Ol:IB&aetieA (4), iA all 88888 l:IRder 18 1 ,!Q,!I1 )(131 tRe eiEIEtar si=lall 

28 aeeeFAf:lBA'f the eid .,,.1ith the aae1:1ritv EteeerieeEt iA 11 Hal er 11 )(el ese·~e. 

29 ~ The FABRO')'& money or, in lieu of FABAB'J'O money, BA'/ of oueh .t!l§ bank instruments or bid 

30 bonds, financial guaranty bonds, or surety bonds 9M# must be payable directly to the public authority 

~-an• ,.,,,.,.tin t:oundl 
- 2 - HB 178 



54th Legislature HBOl 78.02 

2 

3 

4 

5 

6 

7 

soliciting or advertising for bids. 

(11 n1e 13rs·,isisAs ef tl=lis seetieA ele Aet a1313lv te l:!eAels iss1::1eel 1::1Aeler Title 17, el=la13ter e, 13art 8." 

NEW SECTION. Section 3. Repealer. Section 17-5-806, MCA, is repealed. 

NEW SECTION. Section 4. Effective date. [This act) is effective on passage and approval. 

-END-

./E:IIIO!!J'"" , .. ,.,.tlve coundl 
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HOUSE BILL NO. 178 

INTRODUCED BY EWER 

BY REQUEST OF THE DEPARTMENT OF ADMINISTRATION 

HB0178 02 

5 A BILL FORAN ACT ENTITLED: "AN ACT REVISING LAWS RELATING TO BID SECURITY; SPECIFYING THE 

6 FORM OF SECURITY TO ACCOMPANY A BID FOR THE PURCHASE OR SALE OF PUBLIC BONDS; 

7 AMENDING SECTIONS 18-1-202 AND 18-1-203, MCA; REPEALIN_G SECTION 17-5-806, MCA; AND 

8 PROVIDING AN IMMEDIATE EFFECTIVE DATE." 

9 

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

11 

12 Section 1. Section 18-1-202, MCA, is amended to read: 

13 "18-1-202. Advertisement for bid to specify required security. (1) The advertisement, request, or 

14 solicitation for bids or offers~ must distinctly specify that all bidders, offerors, tenderers, or contractors 

15 shall: 

16 (a) iA aAy eaee v.l=iere whenever bids are solicited other than for purchase of any forms of 

17 indebtedness, expressly covenant in any bid that if the bidder sl=iall ee ~ awarded the contractL the bidder 

18 · will, within the time required as stated in the advertisement or solicitation, enter into a formal contract and 

19 give a good and sufficient bond to secure the performance of the terms and conditions of the contract;-

20 e~l=ieFwise,. If a bond is not provided. the bidder wiU shall pay tlflf& the public authority the difference in 

21 money between the amount of the bid of the bidder and the amount for which the public authority legally 

22 contracts with another party to perform the work or supply the property, commodities, or services, as the 

23 case may be, if the latter amount ea~ in excess of the former;-ef0 

24 (b) iA any eaee wl=iere whenever the bids are solicited for the purchase and sale of any forms of 

25 indebtedness of 6l:lefl the public authority, expressly covenant that the FAene~ er eanl1 iASHl:lFAOAt security 

26 accompanying the bid in the &1:1M amount specified by the public authority~ must be kept and retained 

27 by the public authority as liquidated damages for failure to consummate the purchase of St:l6ft the forms 

28 of indebtedness && that may be awarded on acceptance of bid and in compliance with the terms tl=ieroef 

29 of the bid. 

30 (2) The public authority shall distinctly specify in the solicitation or advertisement for bids the penal 

- 1 - HB 178 
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or other sum ti xed by statute to be paid by €If\'!' 2 bidder failing or refusing as aforesaid in anv ease ,Yhore 

2 stoie'9 stoi"" er stJffiS are whenever the amount of the bid security is fixed by statute~ tor siEl seeuritv; 

3 other,, ise, it shall in all eases s11eeif•( the suA'\ Otherwise, the public authority shall rnecify the amount, 

4 stJt in ne ease which may not be less than 2 % of the principal amount of the indebtedness for a bid tor the 

5 purchase of indebtedness and 10% of the bid price for any other bid, .,..,19iel9 it A'la;• EleeA'\ that it considers 

6 reasonably necessary to protect and indemnify the public authority against the failure or refusal of the 

7 bidder to enter into the contract or consummate the purchase of indebtedness, as the case may be. 

8 (3) The advertisement, request, or other solicitation for bids or offers~ must distinctly specify 

g that la1,1ful FRenevs of the URitoe States er a oashier's eheelc, eortifieet eheek, BaAk A1eAe,1 erSer, ar Bank 

1 o a raft, in any ease Elra•h•n aAS issues By Ban Its as l=loroin SJ:I08ifieel, payaBle as aferesaiel, er BiS Bo Rei in 3AV 

11 ease a1111ro11riate t19oreter sl9all eonstituto a bid bond or other form of security specified in 18-1-203 

1 2 constitutes compliance with the requirement for bid security." 

13 

14 Section 2. Section 18-1-203, MCA, is amended to read: 

15 "18-1-203. Form of security. ( 1) i~ee11t ae 11re•1iEled in eulleeetien ( 4), in ill all cases under 

16 18-1-20211 )+.ff. the bidder, otteror, or tenderer shall accompany any bid with either: 

17 (a) lawful FF1eneve money of the United States; 

18 lb) a cashier's check, certified check, bank money order, or bank draft, in any case drawn and 

19 issued by a natienal Bonkin9 aoeeeiotien loeatoS iR tRe state ef MeAtana er 13•f any Banlting eorperat:ien 

20 ineer11eratsll unller the lawe ef the stale ef Montana federally chartered or state-chartered bank insured by 

21 the federal deposit insurance corporation; or 

22 (c) a bid bond er aenaa, guaranty bond, or surety bond executed by a surety corporation authorized 

23 to do business in the state of Montana. If a financial guaranty bond or surety bond is provided to secure 

24 the purchase of indebtedness, the long-term indebtedness of the company executing the financial guaranty 

25 bond or surety bond must carry an investment grade rating of one or more nationally recognized 

26 independent rating 8fttA!t AGENCIES. 

27 (2) iMH!lt ae jire•,iaall in eulleaetien (4), in all eaeae unller 18 1 29211 )(Ill the lliElEler sl9all 

28 aee&MJIIR'J• tl=le bid u,•ith ti-le eeawrily daaeriBefJ iA ( 1 Hal er { 1 )181 a~eve, 

29 ~ The A'leneye money or, in lieu of A'lene•f& money, anv ef sueh the bank instruments or bid 

30 bonds. financial guaranty bonds. or surety bonds ~ !I!!:!.§! be payable directly to the public authority 

~- L .. l.,atlff t:oundl 
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soliciting or ad•1er11s1ng for bids. 

2 141 The p<O¥isions of this seet1on Elo no! appl•, to bones isse10El e1nElor Title 17, ehaptor !i, part 8." 

3 

4 NEW SECTION. Section 3. Repealer. Section 17-5-806, MCA, is repealed. 

5 

6 NEW SECTION. Section 4. Effective date. [This actl is effective on passage and approval. 

7 -END-

~n• u,,,,.,.t,,,. COUrtdl 
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