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Enclosed isabill draft, LC ICAP, which attempts to increase district flexibility in utilizing the
INTERCAP loan program administered by the Board of Investments. These changes were
addressed in a staff memo to the commission for the April meeting. The draft amends the
following sections of law:

1 20-9-471 to alow districts to obligate funds without a vote for small construction projects
like adding a temporary modular classroom or constructing a bus barn; and

2. 20-9-503(2)(a) to allow districts to pledge building reserve revenue for repayment of
loans for 15 years rather than the current limit of 5 years.
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By Request of the **x**xxxx

A Bill for an Act entitled: "An Act increasing the flexibility of
school districts in issuing and selling obligations to the board
of investnments to finance facility needs; anending sections 20-9-
471, and 20-9-503, MCA; and providing an i mredi ate effective

date."

Be it enacted by the Legislature of the State of Mntana:

Section 1. Section 20-9-471, MCA, is anended to read:
"20-9-471. Issuance of obligations -- authorization --
conditions. (1) The trustees of a school district may, w thout a
vote of the electors of the district, issue and sell to the board
of investnments obligations for the purpose of financing all or a

portion of:

(a) the costs of vehicles and equi pnment, and construction

of buildings used prinarily for the storage and mai nt enance of

vehi cl es and equi pnent;

(b) the costs associated with renovating, rehabilitating,
and renodeling facilities, including but not limted to roof
repairs, heating, plunbing, electrical systens, and cost-saving
measures as defined in 90-4-1102;

(c) the costs of nonpernanent nopdul ar cl assroons necessary

for student instruction when existing buildings of the district
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are deternm ned to be i nadequate by the trustees;

te)y(d) any other expenditure that the district is otherw se
authorized to nake, subject to subsection (4), including the
paynment of settlenents of |legal clains and judgnents; and

teh-(e) the costs associated with the issuance and sal e of
t he obligations.

(2) The termof the obligation, including an obligation for
a qualified energy project, nmay not exceed 15 fiscal years. For
t he purposes of this subsection, a "qualified energy project”
means a project designed to reduce energy use in a school
facility and fromwhich the resulting energy cost savings are
projected to neet or exceed the debt service obligation for
financing the project, as determ ned by the departnent of
envi ronnmental quality.

(3) At the tinme of issuing the obligation, there nmust exi st
an amount in the budget for the current fiscal year avail able and
sufficient to nmake the debt service paynent on the obligation
comng due in the current year. The for each follow ng year in
whi ch any portion of the principal of and interest on the
obligation is due nust provide for paynent of that principal and
i nterest.

(4) Except as provided in 20-9-502 and, 20-9-503, and

subsection (1)(a) and (1)(c) of this section, the proceeds of the

obligation may not be used to acquire real property or construct
a facility unless:
(a) the acquisition or construction project does not

constitute nore than 20% of the square footage of the existing
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real property inprovenents made to a facility containing
cl assroons;

(b) the 20% square footage limtation may not be exceeded
wi thin any 5-year period; and

(c) the electors of the district approve a proposition
authorizing the trustees to apply for funds through the board of
i nvestnments for the construction project. The proposition nust be
approved at an election held in accordance with all of the
requi renments of 20-9-428, except that the proposition is
considered to have passed if a majority of the qualified electors
voti ng approve the proposition.

(5) The school district may not submt for a vote of the
el ectors of the district a proposition to inpose a levy to pay
the principal or any interest on an obligation that is payable
fromthe guaranteed cost savings under energy perfornmance
contracts as defined in 90-4-1102.

(6) The obligation nust state clearly on its face that the
obligation is not secured by a pledge of the school district's
taxi ng power but is payable fromamunts in its general fund or
other legally avail abl e funds.

(7) An obligation issued is payable fromany legally
avail abl e fund of the district and constitutes a general
obligation of the district.

(8) The obligation may bear interest at a fixed or variable
rate and may be sold to the board of investnents at par, at a
di scount, or with a premiumand on any other ternms and conditions

that the trustees determne to be in the best interests of the
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district.
(9) The principal amount of the obligation, when added to
t he out standi ng bonded i ndebt edness of the district, may not
exceed the debt limtation established in 20-9-406."

{Internal References to 20-9-471:
20-9-406 ok  20-9-406 ok 20-9-406 ok 20-9-421 ok}

Section 2. Section 20-9-503, MCA, is anmended to read:

"20-9-503. Budgeting, tax levy, and use of building reserve
fund. (1) Whenever an annual buil ding reserve authorization to
budget is available to a district, the trustees shall include the
aut hori zed anount in the building reserve fund of the final
budget. The county superintendent shall report the anpbunt as the
buil ding reserve fund levy requirenent to the county
comm ssioners by the later of the first Tuesday in Septenber or
wi thin 30 cal endar days after receiving certified taxabl e val ues,
and a levy on the district nust be nmade by the county
conmi ssioners in accordance with 20-9-142.

(2) The trustees of any district maintaining a building
reserve fund may:

(a) pledge the revenue fer—teans fromthe buil ding reserve
fund levy for up to 5 15 year s—However—toan—proceeds—tay—be to

repay |l oans used only for projects authorized by the voters

pur suant 20-9-502.

(b) expend noney fromthe fund for the purpose or purposes
for which it was authorized w thout the specific expenditures

being included in the final budget when, in their discretion,
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there is a sufficient anount of noney to begin the authorized
projects. The expenditures may not invalidate the district's
authority to continue the annual inposition of the building
reserve taxation authorized by the electors of the district.

(3) \Wenever there is noney credited to the building
reserve fund for which there is no i medi ate need, the trustees
may i nvest the noney in accordance with 20-9-213(4). The interest
earned fromthe investnment nust be credited to the building
reserve fund or the debt service fund, at the discretion of the
trustees, and expended for any purpose authorized by |aw for the

fund. "

{Internal References to 20-9-503:
20-9-235 ok  20-9-471 ok 20- 15- 404 ok}

NEW SECTI ON. Section 3. {standard} Effective date. [This

act] is effective on passage and approval.

- END -
{ Nane : Padrai c McCracken
Title : Legi sl ati ve Research Anal yst
Agency : Legi sl ative Services D vision
Phone : 406- 444- 3595
E- Mai | : padnccr acken@rt . gov}
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