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SENATE BILL NO. 8 

INTRODUCED BY CRIPPEN 

BY REQUEST OF THE REVENUE OVERSIGHT COMMITTEE 

SB0008.01 

5 A BILL FOR AN ACT ENTITLED: "AN ACT PROVIDING THAT CERTAIN COUNTY IMPROVEMENT 

6 DISTRICTS MAY DECLARE BANKRUPTCY UNDER FEDERAL MUNICIPAL BANKRUPTCY LAW; PROVIDING 

7 THAT COUNTIES MAY NOT DECLARE BANKRUPTCY; AND AMENDING SECTIONS 7-7-4111, 7-7-4112, 

8 AND7-7-4113,MCA." 

9 

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

11 

12 NEW SECTION. Section 1. Bankruptcy -- definitions. As used in 7-7-4111 through 7-7-4113 and 

13 [this section], the following definitions apply: 

14 (1) "Legislative body" means: 

15 (a) the governing body of a city or town; 

16 (b) the governing body of a local entity that is a district if, by law, the district must have a 

17 governing body; or 

18 (c) the governing body of the city, town, or county that created a local entity that is a district if 

19 law does not require the district to have a separate governing body. Unless otherwise agreed to by the 

20 governing bodies of the county and of the city or town, a joint board composed of an equal number of 

21 members from each governing body shall act as the district governing body of a district that was jointly 

22 created by the county and the city or town. 

23 (2) "Local entity" means a district created under Title 7, chapter 12, a city, or a town, but the term 

24 does not include a county. 

25 

26 Section 2. Section 7-7-4111, MCA, is amended to read: 

27 "7-7-4111. Procedure to declare fflUAieipal bankruptcy. (1) AA•~ oit'( or to'NA A local entity may 

28 submit itself and a proposed plan of oompositioR adjustment to the jurisdiction of the bankruptcy court 

29 having jurisdiction of~ the matter~ aAEl--ee If the local entity submits a proposed plan of adjustment, it 

30 i§. governed, subject to the provisions of Montana law applicable to the local entity, by the proceedings, 

~na Ler,lstattve councll 
- 1 - SB 8 

INTRODUCED BILL 



54th Legislature SB0008.01 

orders, and decrees of the court as provided by the federal municipal bankruptcy laws. 

2 (2) The eity er town ma'( local entity shall compose and enter into, submit itself to, and perform 

3 the plan of eomJ:Josition odjustment as required by the federal laws and the orders and decrees of the 

4 bankruptcy court: 

5 (a) upon the adoption by its eity eounoil or lawn eeuneil legislative body of an ordinance or 

6 resolution: 

7 (i) declaring that it is insolvent or unable to meet its debts as they mature; 

8 (ii) declaring that it desires to effect a plan for the oomJ:Jesition adjustment of its debts under the 

9 provisions of the federal municipal bankruptcy laws; and 

10 (iii) providing that the eity er town local entity shall proceed to the oomJ;Jositien adjustment of its 

11 munieipal indebtedness under the provisions of the federal laws; and 

12 (b) upon the acceptance in writing of the proposed plan of 00FR11esitien adjustment of FRunioipal 

13 its indebtedness by creditors of the petitioning munieipel oer13eratien local entity ewnin!j not loss than the 

14 J:Jeroontago thereof in amount ef tho munioi13al soeurities aHootod or to l:lo affootod l:ly tiote J:JFOl!Osed 13lan 

15 of 0em13ositien, as provided in the federal laws." 

16 

17 Section 3. Section 7-7-4112, MCA, is amended to read: 

18 "7-7-4112. Power to comply with court decrees related to bankruptcy. An'( oity or te',YA A local 

19 entity may shall comply with all orders and decrees contemplated by the federal municipal bankruptcy laws 

20 and may issue its bonds and other securities for the carrying out and consummation of the OOffillOSition 

21 adjustment of its debts as provided and contemplated by the federal law and as required by the orders and 

22 decrees of the bankruptcy court. The orders and decrees of the bankruptcy court must be based on the 

23 Montana law applicable to the local entity." 

24 

25 Section 4. Section 7-7-4113, MCA, is amended to read: 

26 "7-7-4113. Role of state and state agencies in relation to bankruptcy. The state or any department 

27 or agency Hiereof of the state holding any of the securities of eny suoh eiW er town shall have a local entity 

28 has the power to consent to any plan of oemfjosition adjustment of the indebtedness of any s1,10h eity or 

29 ~ the local entity by the board ~ or official that has custody of and control over an'( s1,10h the 

30 securities or 1:1~• any other oHioial or offioials haYiA!j s1,1oh 01,1stad'( and eonHel." 

~na Ler,lslatlve Coundl 

-END-
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STATE OF MONTANA - FISCAL NOTE 

Fiscal Note for SB000S, as introduced 

DESCRIPTION OF PROPOSED LEGISLATION: 
An act providing that certain county improvement districts may declare bankruptcy under 
federal municipal bankruptcy law, and providing that counties may not declare bankruptcy. 

FISCAL IMPACT: 

This bill has no fiscal impact on state government. 

EFFECT ON COUNTY OR OTHER LOCAL REVENUES OR EXPENDITURES: 

This legislation would allow improvement districts a tool to restructure debt if their 
proposed plan of adjustment is approved through the bankruptcy proceeding. Bankruptcy 
proceeding would most likely come into play when the value of the property is below the value 
of the assessments placed against that property. This would affect to the greatest extent 
improvements on raw land improvement districts deals. The Department of Natural Resources 
and Conservation programs require all improvement districts be 75% developed. If the 
district revolving funds are financially healthy the impacts should be minimal. 

JdC½AL ~-
DAVE LEWIS, BUDGET DIRECTOR DATE DATE 
Office of Budget and Program Planning 

Fiscal Note for SB0008, as introduced 
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SENATE BILL NO. 8 

INTRODUCED BY CRIPPEN 

BY REQUEST OF THE REVENUE OVERSIGHT COMMITTEE 

SBOOOS.02 

APPROVED BY COM ON 
LOCAL GOVERNMENT 

5 A BILL FOR AN ACT ENTITLED: "AN ACT PROVIDING THAT CERTAIN COUNTY IMPROVEMENT 

6 DISTRICTS MAY DECLARE BANKRUPTCY UNDER FEDERAL MUNICIPAL BANKRUPTCY LAW; PROVIDING 

7 THAT COUNTIES MAY NOT DECLARE BANKRUPTCY; AND AMENDING SECTIONS 7-7-4111, 7-7-4112, 

8 AND7-7-4113,MCA." 

9 

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

11 

12 NEW SECTION. Section 1. Bankruptcy -- definitions. As used in 7-7-4111 through 7-7-4113 and 

13 [this section], the following definitions apply: 

14 (1) "Legislative body" means: 

15 (a) the governing body of a city or town; 

16 (b) the governing body of a local entity that is a district if, by law, the district must have a 

1 7 governing body; or 

18 (c) the governing body of the city, town, or county that created a local entity that is a district if 

19 law does not require the district to have a separate governing body. Unless otherwise agreed to by the 

20 governing bodies of the county and of the city or town, a joint board composed of an equal number of 

21 members from each governing body shall act as the district governing body of a district that was jointly 

22 created by the county and the city or town. 

23 (2) "Local entity" means a district created under Title 7, chapter 12, a city, ef a town, OR AN 

24 IMPROVEMENT DISTRICT CREATED BY A CITY OR TOWN, but the term does not include a county. 

25 

26 Section 2. Section 7-7-4111, MCA, is amended to read: 

27 "7-7-4111. Procedure to declare m11Aioipal bankruptcy. (1) .'\Ay oi1y or 10WA A local entity may 

28 submit itself and a proposed plan of OOFAJlOSi1ioA adjustment to the jurisdiction of the bankruptcy court 

29 having jurisdiction of St:Klfl the matter~ aREl-eo If the local entity submits a proposed plan of adjustment, it 

30 ~ governed, subject to the provisions of Montana law applicable to the local entity, by the proceedings, 

~na Leolslattve cauncu 
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orders, and decrees of the court as provided by the federal municipal bankruptcy laws. 

2 (2) The cit'/ or towA FA □V local entity shall compose and enter into, submit itself to, and perform 

3 the plan of eoFA13asitioA adjustment as required by the federal laws and the orders and decrees of the 

4 bankruptcy court: 

5 (al upon the adoption by its eit'y' eouAeil or towA eouAeil legislative body of an ordinance or 

6 resolution: 

7 (i) declaring that it is insolvent or unable to meet its debts as they mature; 

8 (ii) declaring that it desires to effect a plan for the ooFA13ositioA adjustment of its debts under the 

9 provisions of the federal municipal bankruptcy laws; and 

1 O (iii) providing that the eitv OF tavm local entity shall proceed to the eoFA13ositioA adjustment of its 

11 FAuAiei13al indebtedness under the provisions of the federal laws; and 

12 (b) upon the acceptance iA writiAB OR CONSIDERED ACCEPTANCE of the proposed plan of 

13 eoFA13esitiaA adjustment of FAUAiei13al ~ iAEloeteElAess B'f ereElitors of the petitioning~ 

14 local entity OWAiAB AOt less tA□A tAO 13oro0Ata€je t1'1ereof iA aFAOUAt of tAO FAUAiei13al seeuFities affeeteEl or 

15 to ea affootoEl ev tho J3Fo13oseEl 13l □ A of ooFA13ositioA, as provided in the federal laws." 

16 

17 

18 

19 

20 

21 

22 

23 

24 

Section 3. Section 7-7-4112, MCA, is amended to read: 

"7-7-4112. Power to comply with court decrees related to bankruptcy. AA'! oity or tow A A local 

entity ffla't shall comply with all orders and decrees contemplated by the federal municipal bankruptcy laws 

and may issue its bonds and other securities for the carrying out and consummation of the eoFA13ositioA 

adjustment of its debts as provided and contemplated by the federal law and as required by the orders and 

decrees of the bankruptcy court. The orders and decrees of the bankruptcy court must be based on the 

Montana law applicable to the local entity." 

25 Section 4. Section 7-7-4113, MCA, is amended to read: 

26 "7-7-4113. Role of state and state agencies in relation to bankruptcy. The state or any department 

27 or agency tABFeof of the state holding any of the securities of aAy sueh eity OF ta',YA shall ha¥e a local entity 

28 has the power to consent to any plan of oBFAJ30SitioA adjustment of the indebtedness of an•r suoh eity or 

29 tewR the local entity by the board f1aYtAff or official that has custody of and control over □ A'/ suoh the 

30 securities or ev □AV other effieial OF aUieials haYiAB sue1'1 eust0El•1 aAEl ooAHol." 

-END-

~na Leg/stative Coundl 
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SENATE BILL NO. 8 

INTRODUCED BY CRIPPEN 

BY REQUEST OF THE REVENUE OVERSIGHT COMMITTEE 

SB0008.02 

5 A BILL FOR AN ACT ENTITLED: "AN ACT PROVIDING THAT CERTAIN COUNTY IMPROVEMENT 

6 DISTRICTS MAY DECLARE BANKRUPTCY UNDER FEDERAL MUNICIPAL BANKRUPTCY LAW; PROVIDING 

7 THAT COUNTIES MAY NOT DECLARE BANKRUPTCY; AND AMENDING SECTIONS 7-7-4111, 7-7-4112, 

8 AND 7-7-4113, MCA." 

9 

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

11 

12 NEW SECTION. Section 1. Bankruptcy•· definitions. As used in 7-7-4111 through 7-7-4113 and 

13 [this section], the following definitions apply: 

14 (1) "Legislative body" means: 

15 (al the governing body of a city or town; 

16 (b) the governing body of a local entity that is a district if, by law, the district must have a 

17 governing body; or 

18 (c) the governing body of the city, town, or county that created a local entity that is a district if 

19 law does not require the district to have a separate governing body. Unless otherwise agreed to by the 

20 governing bodies of the county and of the city or town, a joint board composed of an equal number of 

21 members from each governing body shall act as the district governing body of a district that was jointly 

22 created by the county and the city or town. 

23 (21 "Local entity" means a district created under Title 7, chapter 12, a city, e,. a town, OR AN 

24 IMPROVEMENT DISTRICT CREATED BY A CITY OR TOWN, but the term does not include a county. 

25 

26 Section 2. Section 7-7-4111, MCA, is amended to read: 

27 "7-7-4111. Procedure to dect .. l'IIURiai11al bankruptcy. (1) AR',' eiW er te'NR A local entity may 

28 submit itself and a proposed plan of &&Mlle■itieR adjustment to the jurisdiction of the bankruptcy court 

29 having jurisdiction of 81:ieA l!!! matter~ eMJ-&e If the local entity submits a proposed plan of adjustment, it 

30 ili governed, subject to the provisions of Montana law applicable to the local entity, by the proceedings, 

- 1 - SB 8 
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orders, and decrees of the court as provided by the federal municipal bankruptcy laws. 

2 12) The eit'f er tewA FAB¥ local entity shall compose and enter into, submit itself to, and perform 

3 the plan of eeFApesitieA adjustment as required by the federal laws and the orders and decrees of the 

4 bankruptcy court: 

5 (a) upon the adoption by its eit',' eeuAeil er te 1,.1A eeuAeil legislative body of an ordinance or 

6 resolution: 

7 (i) declaring that it is insolvent or unable to meet its debts as they mature; 

a (ii) declaring that it desires to effect a plan for the eeffi1=1esitieR adjustment of its debts under the 

9 provisions of the federal municipal bankruptcy laws; and 

1 o (iii) providing that the eit•; er tewA local entity shall proceed to the eeffif;IB&itieR adjustment of its 

11 FAUAiei1=1al indebtedness under the provisions of the federal laws; and 

12 (b) upon the acceptance iA writiA!I OR CONSIDERED ACCEPTANCE of the proposed plan of 

13 eeFApesitieR adjustment of ffiURiei1=1al l!! iAeleeteelAeeo e•r ereeliters ef the petitioning ffiUAiei1=1el eer1=1eratieA 

14 local entity ewRing net less theR tRo pereentage tl:lereef iR eFAe1.:1At ef tl=le m1::1nioipal seeurifies aHeo1:ee er 

15 ta ea a#feeteel e~• the 1=1re1=1eseel 1=1laR ef eeffipeeitieA, as provided in the federal laws." 

16 

17 Section 3. Section 7-7-4112, MCA, is amended to read: 

18 "7-7-4112. Power to comply with court decrees related to bankruptcy . .'\A~• eit•r er tewA A local 

1 9 entity ffl6'f shall comply with all orders and decrees contemplated by the federal municipal bankruptcy laws 

20 and may issue its bonds and other securities for the carrying out and consummation of the eeffi1=1esitieA 

21 adjustment of its debts as provided and contemplated by the federal law and as required by the orders and 

22 decrees of the bankruptcy court. The orders and decrees of the bankruptcy court must be based on the 

23 Montana law applicable to the local entity." 

24 

25 Section 4. Section 7-7-4113, MCA, is amended to read: 

26 "7-7-4113. Role of state and state agencies in relation to bankruptcy. The state or any department 

27 or agency thereat of the state holding any of the securities of aA11• eueh eiw er te¥.1A shall haYe a local entity 

28 has the power to consent to any plan of eeffipeoitieA adjustment of the indebtedness of BA'; suet:l eit1; er 

29 teWR the local entity by the board MYifltt or official that has custody of and control over BA'f sueh the 

30 securities er btt any ether eftioial er eftieials l=la1,ing e1::1eR e1::1steS;r and eentrel." 

~,na Letll•latlve COUlldl 

-END­
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HOUSE STANDING COMMITTEE REPORT 

March 8, 1995 

Page 1 of 1 

Mr. Speaker: We, the committee on Local Government report that Senate Bill 8 (third 

reading copy -- blue) be concurred in as amended. 

And, that such amendments read: 

1. Page 1, line 23. 
Following: "~" 
Insert: "or" 

2. Page 1, lines 23 and 24. 

Wm i e,J.,r,,,.ski Signed: __________ _ 
Bill Boharski, Chair 

Carried by: Rep. Ewer 

Strike: "OR" on line 23 through "TOWN," on line 24 

-END-

se 2 
Comil!itJee Vote: 
Yes//, No O. HOUSE 
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SENATE BILL NO. 8 

INTRODUCED BY CRIPPEN 

BY REQUEST OF THE REVENUI: OVERSIGHT COMMITTEE 

Sf30008.03 

5 A BILL FOR AN ACT ENTITLED: 'AN ACT ?ROViDING THAT CERTAIN COUNTY IMPROVEMENT 

6 DISTRICTS MAY DECLARE 8/\NKRUPTCY UNDER FEDERAL MUNICIPAL BANKRUPTCY LAW; PROVIDING 

7 THAT COUNTIES MAY NOT Of.CLARE BANKRUPTCY; AND AMENDING SECTIONS 7-7-4111, 7-7-411 2, 

8 AND7-7-4113,MCA." 

9 

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

11 

12 NEW SECTION. Section 1. Bankruritcy -- definitions. As used in 7-7-4111 through 7-7-4113 and 

1 3 [this section]. the following definitions apply: 

14 ( 1) "Legislative body" means: 

15 (al the governing body of a city or town; 

16 lb) the governing body of a local entity that is a district if, by law, the district must have a 

17 governing body; or 

18 (c) the governing body of the city, town, or county that created a local entity that is a district if 

19 law does not require the district to have a separate governing body. Unless otherwise agreed to by the 

20 governing bodies of the county and of the city or town, a joint board composed of an equal number of 

21 members from each governing body shall act as the district governing body of a district that was jointly 

2 2 created by the county and the city or town. 

23 (2) "Local entity" means a district created under Title 7, chapter 12, a city, 91' OR a town, OR AN 

24 IMPROVEME~ff DISTRICT CREATED BY A CITY OR TO'A'~I, but the term does not include a county. 

25 

26 Section 2. Section 7-7-4111, MCA, is amended to read: 

27 "7-7-4111. Procedure to declare m11Aieipal bankruptcy. (11 An·( eity er tewn A local entity may 

28 submit itself and a proposed plan of eomposition adjustment to the jurisdiction of the bankruptcy court 

29 having jurisdiction of~ the matter~ aAe-ee If the local entity submits a proposed plan of adjustment, it 

30 lli governed, subject to the provisions of Montana law applicable to the local entity, by the proceedings, 

~na Le11lslatl11e council 
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orders, and decrees of the court as provided by the federal municipal bankruptcy laws. 

2 12) The eity or town rnay local entity shall compose and enter into, submit itself to, and perform 

3 the plan of eornposition adjustment as required by the federal laws and the orders and decrees of the 

4 bankruptcy court: 

5 la) upon the adoption by its eity ee1c1neil er town eo1c1neil legislative body of an ordinance or 

6 resolution: 

7 (i) declaring that it is insolvent or unable to meet its debts as they mature; 

8 (ii) declaring that it desires to effect a plan for the eernposition adjustment of its debts under the 

9 provisions of the federal municipal bankruptcy laws; and 

1 O (iii) providing that the eity or town local entity shall proceed to the oornpositien adjustment of its 

11 rn1c1nieipal indebtedness under the provisions of the federal laws; and 

12 (b) upon the acceptance in writing OR CONSIDERED ACCEPTANCE of the proposed plan of 

13 eernposition adjustment of rn1c1nieipal ill! indeetedness ey creditors of the petitioning rn1c1nieipal eorporation 

14 local entity ownin§ not less than the pereentage Hiereof in arno1c1nt of tl:le rn1c1nieipal s.eo1c1rities affeoteei or 

15 to ee affected ev the proposed plan ef eernpositien, as provided in the federal laws." 

16 

17 

18 

19 

20 

21 

22 

23 

24 

Section 3. Section 7-7-4112, MCA, is amended to read: 

"7-7-4112. Power to comply with court decrees related to bankruptcy. /1.ny oity or tov,·n A local 

entity ffley shall comply with all orders and decrees contemplated by the federal municipal bankruptcy laws 

and may issue its bonds and other securities for the carrying out and consummation of the eornposition 

adjustment of its debts as provided and contemplated by the federal law and as required by the orders and 

decrees of the bankruptcy court. The orders and decrees of the bankruptcy court must be based on the 

Montana law applicable to the local entity." 

25 Section 4. Section 7-7-4113, MCA, is amended to read: 

26 "7-7-4113. Role of state and state agencies in relation to bankruptcy. The state or any department 

27 or agency tl:leroof of the state holding any of the securities of any s1c1el:l city or town sl:lall 1:la110 a local entity 

28 has the power to consent to any plan of oornpesition adjustment of the indebtedness of any s1,1sh sit'( or 

29 'teWfl the local entity by the board ~ or official that has custody of and control over any s1c1oh the 

30 securities or av any oti:ler oHieial or oHieials !:laving s1,101:l c1c1stody and eontrel." 

-END-

~na Legislative council 
- 2 - SB 8 




