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CPReprinted with mission from

The Daily Pond Buyer - Februar;. 22, 1971

V e r m o n t  M u n i c i p a l  S e n d  S a n k  

— a  P r o m i s i n g  I n n o v a t i o n

The Muutcipal /•' i n a n c e St ltd \ 
Group <>f lbe Graduate School of 
Public Finance, State I uircrsit) of 
New York at Albany, recently com­
pleted an examination of the Vn - 
tnout Municipal Bond Bank. The 
text of its statement follows:

The unprecedented decline in inter­
est rates on tax-exempt securities 
since May, 1970. has diminished con­
cern over the problems ni the mu­
nicipal market. R u t for one segment 
o f this market, f e small borrower, 
there remains a jntinuing problem 
o f obtaining an adequate supply of 
credit a t reasonable rates o f interest. 
A  promising solution to this problem, 
which may soon be emulated by other 
S tates, is the Vermont Municipal Bond 
Bank.

The Vermont bond bank pools a 
number of small local issues, which 
generally interest only local banks and 
institutions; into a single State-spon­
sored issue backed by the tax-levying 
powers o f local towns and a reserve 
fund. Devised by Goldman, Sachs & 
Co., the method is somewhat similar 
to New York's Housing Financing 
Agency. As recently described:

“The bank assembles a group o f 
local bond issues, then sells an issue 
o f its own equal to the total amount 
ol the local issues, plus a sum for the 
reserve fund. W ith the proceeds of 
its  bonds, the bank buys the local 
bonds. As towns pay them oft from 
tax  revenues, the bank retires its 
bonds. The State bank bonds are not 
the obligations of Vermont, but the 
Legislature is eninov/ered. though not 
required, to make up any deficiency in 
the debt reserve fund. Despite this 
lack o f legal obligation, Francis X. 
Ccleman, J r .  (manager of Goldman, 
Sachs’ municipal bond department), 
feels the legislative intent to back 
up the bonds is clear, and th a t any 
Legislature would do this to show 
good fa ith  and protect its standing 
in the bond-investment community."'

Only Six Rated

In Dec., 1970, the Vermont bond 
bank issued $46 million in general 
obligation bonds a t a net interest cost 
o f 5.139,7. The proceeds of this issue 
will be used to purchase the secuiities 
o f  48 small towns and local school 
districts— h alf of which will be bor­
rowing $500,000 or less. O f these 
municipalities only six had previously 
been rated by either Moody’s or

Standard <V Boor's. Four had been 
rated "A ."  two were “ Ban" and the 
rest were unr.»t< d. The Vermont Mu­
nicipal Bond IJar.k, by way of contrast, 
received a rating of double “A "  by 
uolh Moody’s and S&P's.

In creating its municipal bond bank, 
the Vermont Legislature noted that 
i t  is in the public interest ar.d ‘.he 
policy of the State to encourage its 
local governmental units to under­
take public improvements and to as­
sist them by making funds available 
nt reduced interest costs, particularly 
when local units are not otherwise 
able to borrow for the orderly financ­
ing of public improvements.’

Most of the participating munici­
palities were school districts. From 
“The Daily Bond Buyer," we have 
compiled a list of 15 school bond 
issues of loss than $1 million which 
were sold in Dec., 1970, each with 
final maturities comparable to the 
20-year maturity of the Vermont 
issue. These issues sold at an average 
net interest cost o f 5.8')';, compared 
to 5.1397 for the Vermont bond m ar­
ket —  a difference of more thnn 50 
basis points. Applying this difference 
to  the retirement schedule of the bond 
bank issue suggests that the Vermont 
Bond Bank may have saved munici­
palities about $3 million in interest 
costs over the life of the issue. Tiiis 
is equivalent to providing four o f 
the 18 communities with capital funds 
a t a zero interest cost.

Couldn't Borrow at All

O f even greater significance, per­
haps, is the possibility that many af 
these communities m! lit not have 
been able to borrow t all without 
the assistance o f tne bor.d bank.5 ' 
Statistics compiled by the Investment 
Bankers Association indicate th at the 
number of unrated bond isues, which 
amounted to almost half of all issues, 
fell almost 70'. in 19.69 compared to 
an average decline o f only 36V for 
rated issues. See accompanying table.

Some of the problems faced by 
small communities in obtaining credit 
were noted by David R. Berman and 
Lawrence A. Williams in 1966:

"F irst, small municipalities market •' 
bond issues at infrequent intervals, 
and these issues usually involve only 
a limited number o f bonds o f rela­
tively small total dollar amounts. 
However, overhead costs incurred in 
marketing an issue o f small dollar 
amount is not proportionally less than

the cost incurred in marketing a 
sizable issue. As a consequence, mar­
ket cost per bond are higher f:>: ..lend 
issues, because the “spread" is 
greater for a small issue than ;t is 
for a large issue. Major bond buyers, 
such as insurance companies and com­
mercial banks, usually prefer to pur­
chase bond issues thnt are large in 
tctnl dollar amounts because larger 
issues are generally easier to trade. 
Thus, bond issues o f .-.mall municipal­
ities are relatively more costly > 
murxct, anit less attractive in in- 
vts.ors, than are the issues o f large 
mu licipalities.

“Second, large municipalities gen­
era ly can provide quickly and ac­
curately the detailed financial infor- 
nia' ion needed by bond dealers and 
oujers for an analysis of investment 
possibilities.

'Th ird , small munieipalitiis usually 
e.Tinot afford to employ the experi- 
erced legal and financial advisers 
necessary to guide the bond issue 
through the intricacies o f the bond 
market smoothly and effectively. 
Finally, the intlu- n.tia] bond rating 
services, that evaluate the municipal 
fiscal responsibility, usually will not 
rate bonds of political subdivisions 
unless such units have at least a speci­
fied minimum debt outstanding. This 
poiicy probably reflects the general 
lack of interest in the bond issues o f 
small municipalities, and the diffi­
culty o f securing detailed financial 
data from such units. The absence 
o f rating tends to decrease stiii 
further bond buying interest." *

Statistics compiled by Messrs. Ber­
man and Williams for the period 
1961-65 indicate an average difference 
o f about 40 basis points between the 
net interest cost o f unrated bond 
issues o f small communities with less 
than 10,000 .populiffmn and the net 
interest cost o f medium-si-.ed com­
munities with a rating o f “A "  or 
better. About h a lf of this difference 
can be attributed to the size of the 
community and the remainder to a 
superior credit rating. There is a 
reason to believe, moreover, that the 
savings to be obtained from consoli­
dating many small issues into one 
larger, more diversified and better 
rated issue with r. natloiiaT'iharket 
may have increased in recent years.

Variables

Kennetii Haatie has recently ana­
lyzed a number o f different variables 
which help to explain differences ii: 
the yields on municipal bonds which 
are fo r sale in “Tne Blue L is t.” .Mui- 
tjplg regression equations were com­
puted for five samples o f communities 
for the years 1957, 1960. 1963, 1963, 
rind 1967. The logarithm of the size 
o i the block offered for sale in “The 
Blue L is t” was not a significant do-



term inant o f yield differences in 19' 
but has since become one of the mo.-., 
important factors helping to lower 
yields. Mr. Hnstie postulates th at:

“The cost o f analyzing, acquiring, 
and servicing one large block may be 
less than the cost of analyzing, ac­
quiring, and servicing several smallep 
blocks o f the same value. This cost 
advantage may enable institutional 
investors or large individual investors 
to puy higher prices for large blocks 
and still be better oif than buying 
several smaller blocks. With the grow­
ing activity of institutional investors 
in the municipal market, block trad­
ing may have even greater signifi­
cance in the future.

“Secondly, a seller may be able to 
a ttract premium prices (offer lower 
yields) for larger blocks o f bonds 
because o f a larger potential demand.
I f  the seller is willing to dispose of 
his block in parts, he can appeal not 
only to large investors N it also to 
small investors. As a result o f this 
broader appeal, he may feel th at he 
can obtain a higher price.” 8

The block size o f securities th a t 
are available for reoffering in the 
secondary market is highly dependent 
upon the size o f the original issue.
I t  is perhaps worth noting that the 
average size of new unrated general 
obligation bonds in 19f>8 —  before 
the credit crunch o f 1969 drove most 
small issues from  the market —  was 
only $290,000. This would be equiva­
lent to 53, $5,000 bonds to lie spread 
over the life o f the issue: for a 20- 
year period, this would mean three or 
less bonds o f any one maturity. Be­
cause o f high administrative and re­
sale costs, many institutional in­
vestors refuse to even consider blocks 
o f less than 50 or 100 bonds of the 
same m aturity.8 *

' N ot Well Diversified 
Another variable which Mr. Hastie 

found to  be significantly related to 
lower yields fo r the communities issu­
ing municipal bonds was an index o f 
industrial diversification. The econo­
mies o f m ost small communities are 
not well diversified. A bond bank with 
a 'portfolio o f municipals from 10 or 

. more small towns, on the other hand, 
would have to  be considered highly 
diversified and, therefore, worthy o f 
a much higher credit rating than any 
o f the individual communities.

I t  is noteworthy that a number o f 
tax-exempt investment trusts have ' 
been formed to help individual in­
vestors acquire a diversified list of 
municipal bonds. These funds are of 
the un it-trust variety and are usually 
composed o f large blocks of securities 
w ith  approximately the same ma­
turity . Small communities rarely issue 
enough bowls o f any one m aturity to 
qualify for inclusion in a tax-exempt 
bond fund.

.A  bond bank would reduce risk to ' 
the investor in a more direct fashion 
than nn ii cstment trust. For ex­

ample, while the' bonds issued by the 
Vermont Bank are not a legally en­
forceable obligation of the State of 
Vermont, its tloneral Assembly is 
authorized to appropriate annually 
such sums as. may be necessary to 
meet deficiencies in the required debt 
service reserve and other reserve 
accounts.’ The rights and power o f 
the .Municipal Bomi Bank to collect 
from defaulting local governments, 
moreover, are stronger than is the 
case with investors who purchase 
bonds directly from local govern­
ments.

The A ct provides th a t on the sale 
and issuance o f any municipal bonds 
to the Bank by any governmental 
unit, that governmental unit is deemed 
to agree that on the failure o f th a t 
governmental unit to pay interest or 
principal on any of the municipal 
bonds owned or held by the Bank 
when payable, all defenses to non­
payment are waived, and upon nm^ 
payment and demar. I on th a t govern­
mental unit for payment, i f  funds am  
not available in its treasury to mako 
payment, the governing body o f th at 
governmental unit shall forthwith as­
sess a tax on the grand lis t o f the 
governmental unit, sufficient to make 
payment w ith 12* interest thereon, 
and cause the tax to be collected 
within CO days.8

State governments could make 1 he 
obligations of a bond bank even more 
ueeure with the passage o f legisla­
tion giving debt service first claim to 
any and ail state aid received by the < 
community. An explicit - law o f this . 
nature would help to improve the 
credit ratings o f both large and small 
communities, since State aid to loyal 
governments generally exceeds the 
debt service requirements.- o f most 
communities.

Another Factor

Another factor to consider in the 
formation of a municipal bond b: • 
is the legal status of small communi­
ties. Under the New York legal list 
criteria, for example, bonds o f . ii 
school districts or counties o f .< <• 
than 10.000 population in t ontieuoiis 
States (e.g., Vermont) are ineligible 
holdings fo r persona! trusts, as .uc- 
bonds of similar issuers o; less than 
30,000 population in any other St-uo. 
State-sponsored municipal bond banks 
are a logical way to circumvent sta­
tutory lim its which penalize small 
communities by denying them access 
to important sources of capital.

A further advantage o f a municipal 
bond bank is th a t it would lessen the 
dependence o f small communities on 
local bonds, which usually buy munic­
ipals with maturities o f 15 years or 
less, and permit these communities to 
borrow for longer periods o f time. 
For illustrative 'purposes we have 
compiled from "Thn Band Buyer” a 
list of 6G school bond issues for Dee. 
1970. Twenty-five of thwe were less 
than $1 million in size, o f which 13 
had a final m aturity of less than 15 
years. Of the 41 issues with a size 
greater than $1 million, only five had 
final maturities less than 15 years.

While it does seem only fair and 
reasonable to permit smull commu­
nities to borrow for as long a period 
o f time as Inrger communities, with 

direct access to national markets, it  
does not necessarily follow that the 
obligations of a municipal bond hank 
should be perfectly matched to the 
maturities of the securities in its 
underlying’ portfolio. The yield to 
m aturity curve for municipal obliga­
tions ordinarily slopes upward, im­
plying higher yields for municipal 
obligations with longer maturities. 
By  issuing mainly short-term obliga­
tions and refunding these issues from 
t !me to time, a bond bank could prob-

Average Issue Size and Number cf Issues 

By Rating for 60 Municipal Bonds 1968*69

----- 1943-----   1949-----  % Decline in
No. of Average No. of Avereg# number of issues
Issues Siie ($ mill) Issues Site ( 8 mill) 1963-1969

"AAA" 66 4.3 23 11.7 — 65.2
"AA" 150 5.0 119 6.2 — 20.7
“A" 310 2.2 21 2 3.2 — 31.6

"Bee" 239 2.2 134 1.8 —43;9
"Be" 16 1.2 II 1.3 — 31/2

Unrated 717 0.290 217 0.690 — 69.7

Total 1498 2.1 716 2.9 — S2.2

Sot/rce; ,'BA "Municipal Statistical Bulletin," Feb., 1970.



ably save small eoiiimumues ail aiiu!- 
tional 10 to 20 Uasi.: point - in a ivnii’ii 
interest, on the average."

p.'tvinus would 1:? avn’hible lor all 
kinds o f capital expenditures, not 
simply investments in waste treat­
ment facilities

Could Widen Market

When monetary policy is st insent, 
causing interest rates to rise and 
large commercial banks to become 
net sellers o f municipal obligations, 
a bond bank might be able to cir­
cumvent the credit crunch by issuing 
special tax-exempt savings bonds to 
be purchased by individuals in com­
paratively low tax brackets. Nothing 
in the Vermont Bank Law would seem 
to prevent such issues, .which could 
widen the market for municipal o’oli- 
gations tremendously during periods 
when bank credit has a tendency to 
disappear.

The emphasis to this coint nas been 
on savings in interest charges. It 
seems likely that a bond bank could 
provide small communities with other 
kinds o f assistance and services which 
would significantly reduce the cost of 
issuing and administering their debt 
obligations.

Many o f the savings which might 
be obtained from a state sponsored 
municipal bond bank are similar to 
some o f the economies th at might 
result from enacting the President’s 
Environmental Financing Authority.
A  not insignificant advantage o f a 
State sponsored municipal bond bank 
over a narrow purpose Federal financ­
ing authority is th a t all savings to •
be achieved from a more efficient 
marketing mechanism woul defi­
nitely accrue to participating com­
munities with no lim it on the number 
o f participating communities and no i
part.of the potential savings accruing .
to the iFederal Government.1 tucii

f'N rw  Ways fo 8 r ll Municipal Bond '." 'B u si­
ness Week.** Jan . 10. 1971 p. 22
•Vermont. Municipal Rond Rani; Law. £c«.. 2.

’ It Is noteworthy, perhaps, that three ci the 
four school bonds displaced from the market 
in Dec., 1970. were Issues of leas than S2 
m illion.

•David It Bernn»r and Lawrence A. Williams. 
••Credit P icb ler o? Small M unicipalities." 
State end Loc Pi’ jh c  Facility 'Nerds and 
Financing, a  stua j prepared lor the Joint 
Kconomtc Committee of the L* S. Congress 
Dec . 1966, Vol. 2. pp. 2-19-250.

SKtnncth Larry Hastle. ‘The Determinant* 
of Municipal Rond Yields.'* Unpublished 
Ph.D . D issertation. Cornell University. is#70, 
p. 30-31. Available through University Micro­
films.

•Ibid., p. 60.

’Since rhe superior credit rating of the bond 
bank as well as the savings to all communi­
ties would be in Jeopardy if any community 
were allowed to default. It seetr.s likely that 
extraordinary measures would be taken to 
prevent losses or a default on the securities 
of tiie bond bank.

•From the Prospectus prepared by Goldman. 
Sachs A: Co. to accompany the S4G million 
Vermont Municipal Bond Dank. 1970. Series A 
Bonds. Dec.. 1970. p. 14.

^Statistics compiled by Messrs. Berman am.' 
W illiam s for the period 1961-63 indicate an 
average difference of more than 30 bans 
points between the net interest of unrated 
bond issues of small communities issu ing 
bonds with an average maturity less than 10 
years versus those communities issuing bond* 
with an average m aturity between 10 and 19 
years. The spread *hs ; undoubtedly narrowed 
since 1965. but has not disappeared altogether. 
rr lir  municipal Annuoc studv group sr- now- 
undertaking a research project which will 
provide a firmer Indication of the potential 
sav ings to be achieved from shortening the 
average m aturity of municipal obligations.

iQOne of the most serious objections to pre­
vious schemes lor substituting taxable bonds 
for tax-exempt bonds of states and local 
governments Ls that the implied subsidy has 
generally been : j  small as to provide greater 
benefits to the Federal Government than to 
States and local governments.
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FINANCE COMMITTEE REPORT 

ON

COMMITTEE SUBSTITUTE FOR HOUSE BILL 402

H O U S E  J O U R N A L

The Committee Substitute incorporates amendments prepared 
by the Department of Revenue to the bill as originally 
introduced. The amendments were mainly "clean up," in 
nature. The main purpose of the bill is to assist 
political subdivisions in marketing bonds at favorable 
rates of interest and to provide a vehicle for financing 
public improvements during periods of "tight" or otherwise 
unfavorable money supply.

Enclosed with this brief report is a section be section 
analysis of the bill prepared by the Department of Revenue.

GEORGE H OHMA N 
Chairman



T A T E

f A L A S K A

TO: r

FROM:

Legislative Finance 

R o o m  407

State Capitol f  / . / /r: J J i i A J -
Eric E . w o h l f o r t h  

Commissioner 

Department of Revenue

date January 31, 1972

sub ject: Fiscal Note Request
House Bill 402

The authority provides for five directors including the Commissioner of 

Revenue ex-officio. Under 44.58.060 the directors serve without comp e n s a­

tion but are reimbursed for actual expenses. This would include per diem 

expense for meetings and travel expenses. Assuming six meetings during the 

first fiscal year of operation for four members equals _$4_,800 -travel expenses 

and 24 X $35 per diem X  3 (days) = $ 2 . 5 2 0 . ___

In addition an executive director would be called for wi t h  staff.

f
O

I believe administrative expenses in the operation of the Bond Bank 

Authority could be initially funded by an appropriation of not to exceed 

$35,000, as detailed in attached memorandum from Gerald S. Couzin, Fiscal 

Officer, Department of Revenue. Subsequent expenses could probably become 

part of cost of issuance of bonds of the authority.

T h e r e  is attached hereto a section by section analysis of House Bill 402 

prepared on April 13, 1971 that was furnished to the Honorable George H. 

Hohman, Chairmen, House Finance Committee, as well as a copy of the Governor's 

messages as reflected in the house journal at the time the bill was intro­

duced on April 7, 1971.

It is noted that companion legislation of the bill provides for an appropria­

tion to a debt reserve fund of $15,000,000. As stated in the G overnor's 

m e s s a g e  this amount is truly a reserve and will not be required to be e x­

pended except to the extent n ecess/ ry to provide amounts to pay debt service 

on bonds of the authority required by reason of default in the payment in 

bonds it h a s p u rch a sedT Thus in effect, the appropriation is not an 

"expenditure" appropriation, but, in effect, merely a segregation of amounts 

currently in the general fund as a reserve for this purpose. Such amounts 

w o u l d  be invested in essentially the same manner as amounts currently in 
the general fund.

If additional information is required wit h  respect to the bill, please call 

on m e  and I of course stand ready to testify at any time. I may also advise 

y ou thatV s o m e  minor technical, amendments have been suggested, mostly in terms 

of correcting technical language and that such amendments are in the office 

of the Attorney General, hopefully for early submission to the Legislature.

EEW:eh



S T A T E

o f  A L A S K A

T0: r  Eric E. Wohlforth, Commissioner 

Department of Revenue

from: Gerald S. Couzin, Fiscal Offic

Administrative Services Divisio 

Department of Revenue

date; January 31, 1972 

SUBJECT: House Bill 402 - Cost

The following information was requested by Mr. Stevenson to be sent 

to your attention.

Personnel and Back-up Requirements 

State Investment Officer II, Range 22, 6 Months 

Secretary II, Range 11, 6 Months 

Total Personal Services

Travel Requirements of 4 Member Board 

Trip every 2 Months equals 6 Trips x  4 = 24 Trips 

Travel - 24 Trips x $200 =

Per Diem - 24 x 3 = 72 Days x $35 =

Total Travel and Per Diem

Contractual Services

Communication - Telephone $1,100, Printing $800 = $ 1,900.00

New Employee - Moving Expense 1,500.00

Total $ 3,400.00

Commodities Required $ 600.00

Equipment Required for 2 Positions

Desk, Executive - 2 $ 390.00

Chair, Executive 150.00

Chair, Steno 60.00

Typewriter, IBM 500.00

Typewriter Stand 30.00

File Cabinet - 4 Drawer Legal 100.00

Bookcase . 110.00

Calculator 900.00

Total Equipment ■ $ 2,240.00

Total Funds Required - (rounded) - $30,800.00
“T---- '

GSCrkas

$ 4,800.00 

2,520.00 

$ 7,320.00

$11,927.00

5,307.00

$17,234.00

i$26S5«



MEMORANDUM State of A la sk a

T0: r  T he Honorable George H. Hohman

Chairman, House Finance Committee 

Alaska State Legislature

, , DATE • AP r i l  1 3 > 1 9 7 1

*f. \ U ih L A  •

FROM: Eric E, Wohlforth, Commissioner SUBJECT:  Section by Section Analysis of

Department of Revenue House Bill No. 402 - "An Act Relating

to a Municipal Bond Authority; and 

Providing for an Effective Date." 

and
HB 403 -$15 Million Appropriation

Sections 44.58.010. Legislative P o l i c y . This section sets forth the 

policy of the State underlying establishment of the authority which is essentially 

to assist political subdivisions of the State in marketing bonds and notes at 

favorable rates of interest and provide for the orderly financing of public 

improvements during periods of restricted credit or money supply and to assist 

municipalities not otherwise able to b orrow for capital needs during those 

periods.

Sec, 44.58.020, Municipal Bond Bank A u t h o r i t y . This section establishes 

the authority as an instrumentality of the State w i t h i n  the Department of Revenue.

Sec. 44.58.030. Membersl.ip and V a c a n c i e s . This section provides for a 

five-man board of directors to be appointed by the Governor and serving at his 

pleasure, in addition to the Commissioner of Revenue serving e x - o f f i c i o .

Sec. 44.58.040. Officers and Q u o r u m . This section sets forth customary 

powers to elect a secretary and treasurer, as well as a chairman.

Sec. 44.58.050. Bonding of M e m b e r s . Sec. 44.58.060. Compensation and 

E x p e n s e s , and Sec. 44.58.070 are customary provision providing for surety bonds, 

expenses of directors of the Authority, and permission to employ agents and 

employees. Sec. 44.58.080 prohibits officers, employees or agents of the Authority 

from having any interest in the contract for services on materials furnished or 

used by the Authority.

Sec. 44,58.090. Powers of the A u t h o r i t y . This section cites the powers 

of the Authority in the effectuation of its corporate purposes and includes the 

power in paragraph 15 to render services to a political subdivision in connection 

with sale of bonds and the power to charge fees for services rendered.

Sec. 44.58.100. L i m i t a t i o n s . This section prohibits the Authority from 
lending m o n e y  to other than a political corporation and expressly negatives any 

implication that the Authority is permitted to operate as a, private bank or dealer 

in securities.

Sec. 44.58.110. Annual Report and A u d i t . An annual report of the 

Authority's activities to the Governor and the legislature is required prior to 

September 1 of each year to cover the preceding fiscal year.



T h e  H o n o r a b l e  G e o r g e  H. H o h m a n A p r i l  13, 1971

Sec. 44.58.120. Annual Budget:. The Authority is required to adopt an 

annual budget not later than January 1 of each year and to file the same with 

various State officials. This time is designed to coincide with the budget 

submission annually required by the executive Department for the Legislature.

*
Sec. 44.58.130. Care and Custody of B o r d s . The Authority under this 

section is permitted to enter into contracts and agreements with banking insti­

tutions for the safekeeping of its investments and for services in connection 

with payments of principal and interest.

Sec. 44.58.140. Effect of O b l i g a t i o n s . This section expressly negatives 

any implication that the bonds of the Authority are obligations of the State or 

constitute a pledge of the faith and credit of the State. Subdivision (b) is an 

express pledge that the State will not restrict the rights vested in the Authority 

to purchase municipal bonds or to fulfill any of its contractual obligations.

Sec. 44.58.150. Negotiability of Bonds or N o t e s . This section provides 

that bonds and notes of the Aut h o r i t y  are fully negotiable within the meaning of 

the U n i form Commercial Code of the State.

Sec. 44.58.160. Bonds or Notes as Legal I n v e s t m e n t . This section makes 

bonds and notes of the Aut h o r i t y  eligible as legal investments in the State of 

Alaska.

Sec. 44.58.170. T ax E x e m p t i o n . This section provides that bonds issued 

by the Authority are exempt from Alaska income taxation and exempts all Authority 

property from State taxation or local government taxation.

Sec. 44.58.180. Loans to Political S u b d i v i s i o n s . This section contains 

the general authority of the Authority to lend its money to political subdivisions 

to purchase municipal bonds of political subdivisions. It empowers the Authority 

to issue bonds and notes payable from the revenues of the Authority.

Sec. 44.58.190. Issuance of Bonds and N o t e s . This section enables the 

Authority to issue bonds to provide funds to make municipal loans, to pay bonds or 

notes issued by it or to establish reserves necessary to secure or pay bonds or 

notes issued. Subdivision (b) of this section provides that the bonds of the 

Authority are general obligations which may be additionally secured by pledges of 
income or revenues from other sources. Subdivision (c) limits the total amount of 

Bond Bank Authority bonds and notes which m ay be outstanding in any one time except,

refunding bonds and notes, to the total amount of $100 million.
* 1

Sec. 44.58.200. F o r m  of I s s u a n c e . This section provides the mechanics

for authorization of bonds of the Authority which m ay be issued without interest

limitation set by statute or maturity limitation.

Sec. 44.58.210. Sale P r i c e . This section provides that bonds of the 

Bond Bank may be sold at public or private sale at such price as the Authority 

determines.
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Sec. 44.58.220. Approval of G o v e r n o r . This section requires approval 

by the Governor of any resolution providing for the issuance of bonds of the 

A ut h o r i t y  and also provides,except for such approval'that the Authority to issue 

bonds not be subject to the consent of other departments, divisions, commissions, 

or agencies of the State.

Sec. 44.58.230. Payment or Refunding of N o t e s . • This section permits the 

issuance of short term note obligations of the Authority for its corporate purposes.

Sec. 44.58.240. Terms of Agreement of the Bond or Mote H o l d e r . This 

section details the permitted contents of authority of the bond resolutions and the 
necessary pledges and covenants which such a resolution may contain in order to 

secure payment of the bonds or notes.

Sec. 44.58.250. Purchase and Disposition of All Obligations. This section 

permits the Authority to purchase its own bonds and notes at its discretion.

Sec. 44.58.260. Bond Anticipation N o t e s . This section permits the 

purchase by the Authority and the sale by political subdivision of bond anticipation 

notes which m ay mature, including renewals, within five years from the date of 

original issuance.

Sec. 44.58.270. Marketability and C e r t i f i c a t i o n . This section requires 

that all municipal bonds purchased by the Bond Bank Authority must be in fully 

marketable form and accompanied by all certification necessary in the municipal 

bond market.

Sec. 44.58.280. Presumption of V a l i d i t y . This is an estopple provision 

wh i c h  provides that no person may question bonds of the Authority after issuance.

Sec. 44.58.290. R e serve F u n d . The reserve fund established under this

section is held solely for the payment of the bonds of the Authority. Monies in

the fund may not be withdrawn except to pay the bonds if such withdrawal would 

reduce the fund to below the "required debt service reserve." This reserve is 

defined to be the greater of the amounts required to be on deposit by resolution of 

the Bond Bank Authority or the amount appropriated by the State for the purposes 

of the fund. House Bill 403 appropriates $15,000,000 for this purpose. Subsequent 

subsections provide that monies may be withdrawn from the fund when they exceed the 
"required debt service reserve," that monies in the reserve fund may be invested 

as with general fund monies of the State, for valuation of its investments in the

fund at the lower of par value, cost, or market value of the instruments. S u b­

divis i o n  (f) provides that no bonds be issued by the Authority unless the required 

debt service reserve is on deposit in the fund. , - 4

Subdivision (g) anticipates the possible reduction of the reserve by
reason of the necessary payments to meet principal or interest of Authority bonds.

This section states the intention of the Legislature to appropriate the sum

n e c e s s a r y  to meet the required debt service reserve which shall be appropriated 

and paid to the Authority during the fiscal year the request is made. The request
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is made annually by the chairman on or before January 1 of each year. This is 

the "so-called nu:ke-up clause" which seemingly but does not in fact require an 

annual appropriation by the State. Since no legislature can bind another to make 

an appropriation the section or subdivision is basically a statement of legislative 

intent. Such statements of legislative intent have been held valid and not to 

create State d e b t s .elsewhere. (They have, however, accounted for the successful 

m a r k e t i n g  of bonds of similar agencies in other states.)

Sec. 44.58.300. General F u n d . This section provides for the deposit in 

the general fund of monies of the Authority not required to be held in the reserve 

fund and of all monies received in payment of principal or interest on bonds p u r­

chased by the Authority. T he general fund would also be the fund from which 

operating expenses of the Authority would annually be paid.

Sec. 44.58.310. Additional Funds and A c c o u n t s . This section provides 

that monies paid into an account established or held for bonds snail be applied

in accordance wit h  the terms of the creation of the fund or account and expended

only for the purposes for which the account was established. •

Sec. 44.58.330. Rights of Holders P a r a m o u n t . This section requires the 

Authority to schedule mar k e t i n g  of its bonds and the lending of its mo n e y  to 

political subdivisions so that it does not jeopardize the rights of holders of 

any existing bonds.

Sec. 44.58.340. Default in P a y m e n t . This section provides that upon the

default in payment of the bonds on application 25% of the holders a trustee m ay be 

appointed by judicial proceeding to represent such holders.

Sec. 44.58.350. Powers and Duties of Trustee on D e f a u l t . This section 

delineates the powers of the trustee to act on behalf of the bond holders on 
default of Authority.

Sec. 44.58.360. P ersonal L i a b i l i t y . This section exculpates members of

the Authority or persons executing the bonds from personal liability.

Sec. 44.58.370. Exemption from Execution and S a l e . This section exempts 
from levy and sale the property of the Authority.

Sec. 44.58.380. Lien of P l e d g e . This section creates a pledge of

revenues of the Authority which is binding from the time when made regardless of
physical delivery of the funds pledged.

> ' «

Sec. 44.58.390. Federal Insurance of G u a r a n t y . This section permits the 

Authority to obtain from agencies of the United States any guaranty insurance for 

the payment of the bonds, in the event such insurance hereafter becomes available.

Sec. 44.58.400. Surety for Deposit by B a n k . This section authorizes 

undertakings of sureties to safeguard deposits of the Authority funds in the bank.
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Sec. 44.58.410. Expenses of Administration. This section provides that 

all expenses incurred to carry out the chapter are payable only from revenues of 

the Authority and prohibits the Authority from incurring indebtedness on behalf of 

the State.

Sec. 44.58.420. Cooperation by Government A g e n c i e s . This section directs 

other agencies of the State to assist the Authority in the achievement of its 

purposes.

Sec. 44.58.430. D e f i n i t i o n s . This section sets forth the definitions 

of certain terms used elsewhere in the Act.

EEW:ge



n rp i f m milAH A. [CAN, GOVERNOR

» K I * A l t n i E . \ T  O F  I t E V E X l E

office of we commissions / pouch s — junfau moi 

. • . March 29, 1972

The Honorable George H. H o h m a n  .

Chairman, House Finance Committee 

and (

The Honorable Mike Miller

Chairman, House Local Government Committee

Alaska State Capitol

Juneau, Alaska 99801

Dear Sirs:

We  respectfully request that you m ake the following amendments to 

House Bill No. 402:

1. Page 3, line 1: Strike "conformation" and insert "confirmation."

2. Page 3, line 13: After the word "subscribe" insert the word "to."

3. Page 3, line 16: Strike the word "lieutenant."

4. Page 3, line 21: Strike the word "bank" and insert "bond bank

authority."

5. Page 3, line 22: Following the sentence ending with the word

"quorum," add the following sentence: "A quorum

must always include the Commissioner of Revenue."

6. Page 3, line 23: Strike the word "bank" and insert the words "bond

bank authority."

7. Page 3, line 24: Strike all material after the word "directors"

through end of sentence in line 25 and insert a 

‘ period after "directors" in line 24.

8. Page 4, line 2: After the first word "surety" insert the word
"bond."

9. Page 4, lines 5 and 6: Strike the words "and approved by the

attorney general."

10. Page 4, line 18: Strike the word "bank" and insert the words "bond

bank authority." A
11. Page 5, line 16: Strike the word "to."

12. Page 5, line 25: Strike the word "to."
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The Honorable Mike Miller

13. Page 7, line 21: Strike the words "or for investment except" and
insert the words "except for investment.11

14. Page 8, line 28: Strike the word "bank" and insert the words "bond

bank authority." *
15. Page 9, lines 27 and 28: Strike the words "payable solely from

revenues or funds pledged or available for their 
payment as authorized in this chapter" and insert 
the word.\ "general obligations of the authority to 
which the full faith and credit of the authority 
are pledged to the payments thereof, except to the 

• extent provided by the resolution authorizing the
issuance thereof."

16. Page 10, line 19: Strike the word "proceedings" and insert the word
"proceeding."

17. Page 10, line 28: Strike the word "INVESTMENT" and insert the word

"INVESTMENTS."

18. Page 11, line 21: Add a comma after the word "authority."

19. Page 12, line 3: A new paragraph (1) to read "The purchase of
municipal bonds;" and renumber succeeding para­
graphs (1), (2), and (3) as (2), (3), and (4).

20. Page 13, line 15: Strike the word "bank" and insert the words "bond

bank authority."

21. Page 14, line 27: After the final comma insert the words "and as to
the.iM

22. Page 18, line 8: Strike the word "and."

23. Page 18, line 12: Strike the word "bank" and insert the words !,bond

bank authority."

24. Page 18, line 22: After the word "documentation" strike all language
through line 26 and insert the words "required by 
the authority." ,

*» «
25. Page IS, line 25: Strike the word "bank" and insert the words "bond

bank authority."

26. Page 19, line 29: Strike the period and add the following language

to the end of the section: "for deposit in the
reserve fund for reasons other than certification 
pursuant to this chapter."

March 29, 1972



T h e  H o n o r a b l e  G e o r g e  H. H o h m a n  -3- M a r c h  29, 1972

T h e  H o n o r a b l e  M i k e  M i l l e r

27. Page 20, line 2: After the word ''reserve" insert the words "as
defined in (b) of this section."

28. Page 20, line 5: Strike through line 7 and insert new (d) as follows:
11 (d) Money at any time in the reserve fund may be 
invested in the same manner and on the same con­
ditions as permitted for investment of funds 
belonging to the state or acid in the treasury 
pursuant to Section 37.10.070, provided that the 
authority may agree with the bond holders to further 
limit these investments."

29. Page 20, line 9: Strike the words "the par value."

30. Page 21, line 6: Strike all material beginning on line 6 through
Page 22, line 16.

32. Page 23, line 22: Strike the word "bank" and insert the words "bond
bank authority."

33. Page 26, line 6: After the word "would" insert the word "not."

34. Page 27, line 22: Strike paragraphs (3) and (4) entirely. Insert
new paragraph (3) to read:
"(3) "municipal bond" means a bond or note or 
evidence of debt which constitutes a direct and 
general obligation of a political subdivision of 
the state all the taxable property within which is 
subject to taxation to pay the bond, note or evidence 
of debt and the interest without limitation as to 
rate or amount."

35. Page 27, line 28: Strike "(5)" and insert "(4)."

36. Page 28, line 2: Strike "(6)" and insert "(5)."

37. Page 28, line 4: Strike "(7)" and insert "(6)."

38. Page 28, line 6: Strike the word "its.".
1 1

39. Page 28, line 6: Strike the words "or notes."

40. Page 28, line 7: Strike "(8)" and insert "(7)."

41. Page 28, line 9: Strike "(9)" and insert"(8)."

Very truly yours,

Eric E. Wohlforth, Commissioner

31. Pages 22 and 23, line 27: Strike all words beginning with "If" through
Pa^e 23, line 4.

EEW:WC:ge
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,0-

JHousc of Ju'presi'ntatiucs

April 14, 1971

George - as you are aware, the House Local Government 
Committee has considered House Bill *102 relative to estab­
lishing a State Bond Bank authority. This bill was passed 
out of the House Local Government Committee with a majority 
"Do Pass" recommendation. •

I would like to note one "goof" on my part, however. The 
attached amendment relative to per diem expenses was passed 
unanimously by the Committee and in my haste to pass the 
bill out, I neglected to note this fact in my report. To 
clear up this oversight, I would appreciate it if your Com­
mittee would consider including the amendment in your final 
report and recommendation.

R E P R E S E N T A T IV E  M IK E  M IL L E R

COMMITTEES
CHAIRMAN. LOCAL GOVERNMENT COMMITTEE 
MCMDCR, RULES AND STATE AFFAIRS COMMITTEE
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by
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State University of New York at Albany



Small Communities and the Tax-Exempt Market: 

The Case for Consolidation in Illinois

A continuing problem for the tax-exempt market lia3 been the financing of

the small community. By very reason of its small size, this governmental unit
•*

has faced chronic difficulties in obtaining an adequate supply of credit at 

reasonable rates of interest. Our analysis will indicate that small credits 

in the State of Illinois are no exception. In this light, it m y  be useful 

to review some of the specific problems faced by small communities.

Small Credits in the Tax-Exempt Market: An Analysis of the Problem

Many of the financing difficulties faced by email borrowers are intrinsic

they relate to the inefficiencies of small size. As noted in a study prepared
>

for the Joint Economic Committee of the U. S. Congress:

First, small municipalities market bone. .̂ssues at infre- 
"quent intervals, and these issues usually involve only a 
limited number of bonds of relatively small total dollar 
amounts. However, overhead costs incurred in marketing 
an issue of small dollar amount is not proportionally less 
than the cost incurred in marketing a sizable issue. As 
a consequence, market costs per bond are higher for small 
issues, becasuc the "spread" is greater for a small issue 

\  than it is for a large issue. Major bond buyers, such as 
^insurance companies and commercial banks, usually prefer 
to purchase bond issues that are large in total dollar
amounts bpcasue larger issues are generally easier to_____
trade,. Thus.) bond issues of small municipalities arc 
'relatively more costly to market, and less attractive to 
investors, than are the issu~s of large mrnicipalitics.
Second, large municipalities generally can provide quickly 
and 'accurately the detailed financial information needed 
by bond dealers and buyers for a.n analysis of investment 
possibilities. (Third,' small municipalities usually cannot 
afford to employ the” experienced legal and financial ad­
visors necessary to guide the bond issue through the intri­
cacies of the bond market smoothly and effectively.



. Finally, the influential "bond, rating services, that cvalu— *
ate the municipal fiscal responsibility, usually will not 
rate bonds of political subdivisions unless such units 
..ave at least a specified minimum debt outstanding. This 
policy probably reflects the general lack of interest in 
the bond issues of small municipalities, and the diffi­
culty of securing detailed financial data from Guch units.
The absence of rating tends to decrease still further bond 
buying interest. .

Statistics compiled by Berman and Williams for the period 1961-65 indicate 

an average difference of about 1*0 basis points between the net interest cost of 

unrated bond issues of small communities with less than 10,000 population and 

the net interest cost of medium sized communities with a rating of "A" or 

better. About half of this difference can be attributed to the size of the 

community and the remainder to a superior credit rating. t

Moreover, the inefficiencies of small size become exacerbated in a market 

increasingly dominated by large institutional investors who deal in sizeable 

blocks of securities, A bond issue of $500,000, with equal annual maturities 

out to twenty years, would imply only 5 bonds, with a standard denomination of 

$5000, for any one maturity. Because of high administrative and resale costs, 

many institutional investors refuse to consider blocks of less than fifty 

bonds of the same maturity.

Added to the relative lack of interest on the part of large institutions 

is the high cost.of providing information to attract a national market. This

David R. Benran and Lawrence A. Williams, "Credit Problems of Small Municipali­
ties," State and Local Public Facility Needs and Financing, a s tudy prepared 
for the Joint Economic Committee of the U. S. Congress, December, 1$’S6, Vol. 2, 
pp. 21*9-250.
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tends to limit small credits to local or at beat regional markets. Perhaps the 

moat cerioua problem faced by thenc communitiea la the virtual abaencc of 

demand for longer maturities. Ao a result, omall borrowers arc cither forced 

to pay very high premium to sell longer maturitiea or to restrict a major 

share of their offerings to the ohort and intermediate maturitiea.

The juxtaposition of those factors uith periodic cycles of tight credit 

has particularly severe effects on small issuers. The relatively higher costs 

of borrowing paid by small borrowers means that these issues are the first 

to be rationed out of the market by high interest rates and interest ceilings. 

Their lack of financial flexibility lead3 to a greater volume of displacements 

and to a marked reduction in outlays for needed capital facilities. .

To illustrate,a recent Federal Reserve study of the restrictive impacts 

of the 1969 credit crunch has estimated that the local governments carried 

out only 53 percent of their planned borrowing in that year; that school 

districts carried out only 50 percent of their anticipated borro;dngs; vhile 

states realised 6 3 percent of their planned financing. In commenting on the 

1969 tax-exempt market, it was noted that:

' Among the types of units, capital spending delays and 
reductions induced by high interest rates were by far 
most severe for school districts.

They (smaller units of government) generally lack 
temporising alternative means of finance,^

\ •

^John E, Petersen, "Response of State and Local Governments to Vn.ryj.ng Credit 
Conditions," Federal Reserve P.ullctin, March, 1971» PP« 219 > 22^.
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Many of these points can be illustrated for small communities in Illinois.

Wc have compiled, in Table 1, some information from 1965 to 1970 relating to 

new bond issues for local borrowing units with populations of less tlian 25 000 

persons. In the first instance, it uecm3 noteworthy that the amount of financing 

by these units declined nr.ch year. This decline occurred during a period when 

interest ratc3 were relatively high. The extent to which these communities 

may have been rationed out of the market by the combination of interest ceil­

ings and high market rates is GuggCGted by the comparicon of new issue volume 

with total state and local borrowing for Illinois. The proportion of financing 

accounted for by small communities (noted in Column 3 ) declined from 11.3 per­

cent in 1965 to 5.7 percent in I9S9 and to U.9 percent in the first half of 

1970. As a crude measure of the rationed borrowings, an application of the 19o5

• f> V  1/ l l  I ' f ,  J

ratio to 19^9 would imply that email communities Yfould have cold $23'billions
, r>i 1 /f/CA S

in new bond issues during 19o9. This is Ij>1.5 billions or 7 percent more than

was actually issued during that year.

Small Illinois communities may face a limited market for long maturities, and

this may be particularly true when interest rates arc at the legal ceiling.

Columns If and 5 of Table 1 indicate that the average maturity on all tax-

exempt issues is approximately three years longer than for small Illinois

issues. This widens to more than five years during periods of particularly

high, interest rates, such uo 1906 and 19^9— early 1970.
\

Finally, wc note in Columns 6 and 7> that small borrowers in Illinois are
1 *

very rarely, if ever, rated in the top two rating c3.’asscs. fty contrast, 

between 8 percent and 29 percent of total Illinois iocucs have ratings of 

"doublc-A" or better.
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Number
of

Small
Issues

Total
Small
Issues

Selected Data on New Bond 
Issues of Small Communities* 
in Illijio is, 1965 - Jxuie 1970

Percent Weighted Average ’
of Average Maturity - Percent of Issues

State & Local Maturity /II U . S . .  . Rated AA as abeve

Tabic 1

($ millions) Issues in (Years) Tnx-l^pcnse

1965
(1)
93

(2)
$1|0.1

Illinois

(3),
H. 3() •

(*0
7.0

Issues
(Years)

(5)
12.6

Small
Issues
(6)
2.7

aii n n
Issues

(7)
17.6

1966 58 37.3 8.9 9.0 lh.3 0 .0 16.2
1967 58 3̂ .3 5.8 12.5 13.0 12.2 8.1

1968 I49 k l .3 5.8 10.5 11.6 . 2.9 28.7

1969 2 k 21.5 5.7 11.5 12.1 0.0 '25.6
Jan. June 

1970 18 13.7 Jf.9 6.0
U.2-
fe8 0.0 19. If

•̂ 'Communities with less than 25,COO population

Source: Compiled from data supplied by the Investment Bankers
A s s o c i a t i o n ,  u i . u  I u c I l m v .  e c o n  g o n o i u l  o u i i g a t x o i i  u i u  

revenue bonds.



l ' A n y  o f  these points can be illustrated for snail communities in Illinois.
We have compiled, in Table 1, some information from 1965 to 1970 relating to 

new bond issues for local borrowing units with populations of less Ilian 25,000 

persons. In the first instance, it seems noteworthy that the amount of financing 

by these units declined each year. This decline occurred during a period when 

interest rates were relatively high. The extent to which these communities 

may have been rationed out of 1 nc market by the combination of interest ceil­

ings and high market rates i3 suggested by ohe comparison of new issue volume 

with total state and local borrowing for Illinois. The proportion of financing 

accounted for by small communities (noted in Column 3 ) declined from 11,3 per­

cent in 19o5 to 5.7 percent in 1969 and to h .9 percent in the first half of 

1970. As crude measure of the rationed borrowings, an application of the 19&5
• . J Ovi/I. i

ratio to 1$&9 v’ould imply that small communities would have sold $23'billions
r  « 11 /*A jj

in new bond issues during 19o9. This is $1.5 billions or 7 percent more than

was actually issued during that year.

Small Illinois communities may face a limited market for long maturities, and

this may be particularly true when interest rates arc at the legal ceiling.

Columns I; and 5 of Table 1 indicate that the average maturity on all tax-

exempt issues is approximately three years longer than for small Illinois

issues. This widens to mere than five years during periods of particularly

high interest rates, such as 1966 and 19^9— early 1970.
\

Finally, wc note in Columns 6 and 7, that small borrowers in Illinois are 

very rarely, if ever, rated in the top two rating classes, by contrast, 

between 0 percent and 29 percent of total IIJLinois issues have ratings of 

"doublc-A'1 or better.
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State Financing Conduits and the Consolidation of Small Issues: A Viable

Alternative

There can be little doubt that there exist ccrioun problem for the small 

community in raising capital via the bond market. However, there in a growing 

awareness that state and local governments have the means at hand to resolve 

these problems. The inefficiencies of small 3ize can be largely overcome by 

pooling a number of small issues into a single state-sponsored issue which is 

backed by the revenues of local taxing units and by the moral obligation of 

the State. The use of thiG conduit can substantially improve the flow of 

funds to small communities with dramatic savings in debt service requirements.

The efficacy of consolidating small iscucs has already been demonstrated 

in the market by the recent Vermont Municipal Bond Bank. Moreover, there is 

pending legislation in Congress to institute a Rural Development Bank for the 

purpose of providing financial assistance to small communities. This develop­

ment bank would consolidate local issues and cell taxable obligations to pro­

vide funds to communities of less than 35>000 population. Clearly, this alter­

native represents an inroad on the tax-exempt market. One way for st»tc and 

local governments to respond in a positive fashion to this legislatic i is to 

take some initiative in developing state financing agencies.

The financial gain to local government can be demonstrated by an examina­

tion of comparative borrowing costs. Following the example of the Vermont 

Bond Ban!;, which was "double-A" rated by both Moody's and Standard & Poor's, 

we can assume that a comparable statewide financing agency in Illinois would
. > i

also carry a "double-A" rating. . .
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From The Pally Bond Buyer, we lnvo compiled a list of sixty-one general 

obligation bonda icaued by local unita in Illinoio during t'no period September 

1970 through July 1971. Each of theqo iceuca imo lcoa than one million
4

O
dollars.J •

We have compared the net interest contn on thcac iacuec vdth reoffcring
. 1

yicldc on double-A rated general obligations for comparable maturities iaaucd

on comparable dates. The technical appendix dcacribca thin methodology in

more detail. In our initial comparison, vc took the difference between the

net intereat cost on each Illinois issue and the comparable reoffcring yield

1|
on doublc-A bonds. This differential ranged from 3 basis points to 171 

basis points, and the average differential for all nixty-one Issues vas 66 

basis points. Table 2 summarizes this comparison. It is noteworthy that 

more than sixty percent of all issues had a differential of more than 50 

basis points.

It will also be noted that a higher proportion, over seventy percent, 

of the issues with average maturities of less than ten years paid premiums 

of more than 50 basis points.

This is particularly surprising since short-term rates arc generally 

lower than long-tcm rate3 and basis point differentials tend to vary directly 

with the level of yields. We expected, therefore, that shorter-term issues

3Sclected data describing these issues are presented in the technical appendix.

If ■ '
A basis point represents one“hundredth of a percentage point. Thus, 50 basis
points ar equivalent to one-half of one percent.

••



Tabic 2
A Tabular Study of the Differential in 
Net Interest Costa on Small Illinoio 

Issues vo. Reoffcring Yicldo on 
AA - r a t c d  Tax-Exempts

Issues Less 
than $ 5 0 0 , 0 0 0

Number of Issues with .Basis Point 
Differential of

0-24 25-49 50-74

A v e rage maturity 
Less than 10 years 4 
1 0 - 1 5  years 1

B . P .

5
2

B . P .

3
3

75-99
B . P , .

100  a n d  

o v e r

7
0

Issues Between 
$ 5 0 0 , 0 0 0  and 
$ 1 , 0 0 0 , 0 0 0

Average maturity •
Less than 10 years 2 5  10 2 1
1 0 - 1 5  years 1  3  1  1  3

T o t a l 8  15 17 1 0 1 1  6 6



would have lower diffex-cnlinlu tlxan long-term issues. Tlierc nay, however, an

extremely uidc range of interest rates between September 1970 and July 1971*

The Bond Buyer Index of tax-exempt yields varied from 6. in October, to

5$ in March and 6.2% in June. Since differences in the timing of these sixty-

one issues over this period could account for the range of differentials noucd
*

in Table 2, we have compared basis point differentials with the level of 

rates. These results arc summarized in Taole 3.

At first glance, there appears to be little relationship: the largest

average basis point differential is noted in the relatively low-yield range 

of 3.5$ —  3.$$ for average maturities of less than ten years. This, however, 

m y  be misleading. Of the twenty bonds in that cell of the table, twelve were 

issued in November and December, and the average differential for those twelve 

bonds vns 99 basis points. Our interpretation is that during November and 

December, a large number of previously displaced issues were finally able to 

come to the market. The high differentials, the short average maturities, 

and the large number of issues coning to the market arc measures of the amount 

of rationing that took place in 1969 and early 1970. Once we remove these 

twelve bonds from the sample, \;e notice a somewhat more consistent pattern—  

basis point differentials tend to increase with the level of yields and with 

maturity. The differential amounts, on average, to lh percent of the double-A 

tax-exempt yield.
\

From these data, we can estimate the interest savings that could be forth­

coming from a state financing agency. Consider, fivst, the sixty-one issues, 

amounting to nearly (3^ million, that were cold during the recent period. These 

issues had an average maturity of approximately nine years. The tool savings
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Bunin Point Differential!) Related to 
Level of Yioldu on AA-Rated Cocuritien

6l-Bond Cample

Table 3

1 •Average Maturity----  — ---—  ■—

Yield on 
AA-Rated BondG

3.00-3.^M«|
j| 3*5— 3.99/}

U.o—

1 4 . 5 0 — ^ . 9 9 / }

5.0-5.59/} 

5 .5 -̂ j and over

I

Lcr.n llvm 1.0 Yearn 
Average Differential // of
(Banin Point?;) Bondo

I4O

79

37

57

6

2 0

7

6

T e n - - F i f t e e n  Yearn

A v e r a g e  D i f f e r e n t i a l

// of
Bonds

53

6 0

76

6

1 0

6

1

Jh

31

J



0

in interest payments, A I >  over the life of these issues can be approximatedt
by the product of the amount of the issues, P; the average maturity, M; and

the savings in net interest cost (as -u percent), A 11IC:'
'»

AI=P x M x ANIC

If wc assume that a reasonable range of estimates of the interest savings 

is between 3 5  and 7 5 basis points, then the interest sa^ngs over the life of 

these issues would range between $1 million and $2.2 million. Since the average 

size of these issues was approximately $5 0 0 ,0 0 0 ,.the ic savings could have pro­

vided two and as many as four additional communities with funds at a zero 

cost. But, a3 Table If indicates, the real advantage of a consolidation of 

issues is the fact that these interest savings increase each year. This occurs 

because the "first year" interest savings on the new issues of succeeding 

years far exceed the reduction in savings that follows from the retirement of 

outstanding securities. Assuming o constant savings in interest cost of 35 

basis points and assuming that $3 ^ million of securities arc sold each year, 

then the annual savings a,ftcr ten years- of operation could approximate over 

$S0 0 ,0 0 0 t Accumulated interest savings will have amounted to over $5 million.

It should be pointed out that these estimates arc probably conservative.

For example, we have assumed a reduction in net interest costs of 35 basis 

points, and this understates the savings on longer maturities. It wc.ld also 

imply an average net interest cost over the ten years of 2 .5 0 ;j, which is

^This is derived from a well-known formula for calculating net interest cost. 
See.,for example, David Ott and Allan Moltzcr, Federal Tax Treatment of State 
and Local Securities (Washington, DC: The Brookings Institution, I5 0 3 ) pp.
5 5 -5 7 ♦ ’’c arc assuming that the savings applies equally to all maturities.
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Table U

Potential Interest Savings Over Tine—
Assuming a Reduction in Net Interest Cost of 35 Ea3is Points

--------- Rond 77I----
Amount ($oill) Interest 
Outstanding, Savings 

(Sthouc)

— Pond #2----
Amount

Outstanding,

--Bond 77=3" 
Amount 

Outstanding,

 Total-

Amount Interest
Year Year Year Savings Year Savings Outstanding Saving;

8  1
$3̂ . $119. — ... .... — — $314. $115-

M  2
32. ’ 112. $3lt. $1 19 . — - am m» mm -.68. 131.

ffi 3 ' 30. 10 5. 32. 112. $3^.0 $119 .0 56. 336.

Total Accumulated Savings: Three years $586.

Tea years $5,250.

Assumptions: We assume bond sales of $3^ million each year. Each issue has equal annual maturities, vith a 9 year
average maturity and a final maturity of 17 years. We assume also that interest savings are equal 
to 35 basis points on each maturity and we assume annual coupons. Annual interst savings on each 
issue can be approximated by: .

ANIC*?fc where If.

Pt
4NIC

dollar amount of interest savings;
Principal outstanding at the beginning of year, 
Differential in interest rates, (percent)



quite l o w  relative to the experience o f  the p a s t  tvo decades. R e c a l l  that 

m a n y  Graall communities wer e  unable to icauc longer m t u r i t i c c .

A  consolidation bond w i l l  al l o w  these communities m u c h  m o r e  f l e x i b i l i t y  

in t ailoring the m a t u r i t y  o f  their debt to the econo m i c  life o f  their capital, 

a nd eomc projects that wo u l d  not be u n d e r t a k e n  w i l l  n o w  b e d o m c  feasible.

T h e r e  are other Gavingc, i n  reduced issue couIg gucIi aa printing,, adv e r t i s e -  

mcnt, etc.; thcce cuvingn are diff i c u l t  to quantity, b u t  the r e d u c t i o n  o f  bon d  

onlcs fr o m  cixty-onc to o ne clearly indieaten the potential.

I n  the final analysis, it is d i fficult to find p e r c u & n i v e  a r g u m e n t s  a g a i n s t  

s t a t e  asaictauce through the c o n s o l i d a t i o n  o f  email bon d  incucs. In m i u c u r i n g  

the benefits, a n d  i n  comp a r i n g  the altcrnativeo, thiu in a n  i d e a  w h o s e  time



Technical. Appendix

A. Data on Small Bond Ieeueo

Wc have compiled a lict of eixty-one boride, of lecc than $1 million, 
itcucd by local governmenta in Illinoie bctveen September 1970 and July 1971* 
Dlic Biel, vac reetricted to general obligation issues, on which net interest 
coats were reported in The Daily Bond Boyer. A complete dieting in attached.

B. Yield Comparieona *

Our original intention vac to cbropare the net intereot coet on email 
Illinois ieeuca with net intercnt coet of double-A rated bonds iccucd at the 
ctjne time and with aimilar avercge maturities. Hovever, it bocame readily 
apparent tliat the average maturity of many of the sixty-one email iecuea vac 
far lcco than the average maturity of r.oct AA-rated securities.. Ac an alter­
native, ve uced data from 'Die Pally fond Buyer, on average l’eoffering yields 
of AA-rated cecutitics. There dui.a cover maturities of 9, 10, and 19 yearn.
To derive estimates of the yield differential for bondo with average maturities 
between thcee yeti’o, we derived a cimplo c.verrge yield for AA-rated issues.
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Date

Table 5

Selected  Data on 6l  Lo ca l General O b liga tion Bond Is s u e s  
September 1 970 - J u ly  1971 . .

I s s u e r Amount 
(Thousand ),

Purpose
1

Average
M a turity

Le t
In te r e s t

Coat

J-
9/8/70 Stephenson County 800 NH * 9

2. 9/9 C en tra l Areu Park D i s t r i c t 135 P 6

J. 9/21 L in c o ln c l i i r  s - P ra ir ic  View 
Common S . D. #103

950 S 8

J . 9/22 Skokie Community S . D, 77/68 275 S 0

f
9/29 V irg in ia  C. U. S. D. #6U 7>*0 s 8

J. 10/13 L in c o ln s h ir e U05 w&s • 11 1/3

t''

11/6 Onion C. U. S . D. #223 ll»9 ■ s 9
-m 1 
8. 11/12 Cool Va lley  F ire  P ro t , D in t . 80 B 8

i 11/16 C o l l i n s v i l l e  C. U. S . D. #10 780 s 7 ^( kl

T

11/16 V i l la  Park C* U. S. D. #1*5 5^0 wc 3 5/6
11/17 W ilmington 1*1*0 w&s 9

T
11/30 I ta sca  Park D i s t r i c t Ink) p 8

r 1

13. 11/30 Prospect H e ights I. S. D. #23 775 s 8

i 11/30 Skokie Elem . S. D. #73# 700 wc 7

12/2 Sherrard C. U. S . D. #200 390 s 9 *

J . 12/7 Chicago He ights 960 L 15

1
12/7 Lombard \ 350 SI 11.5

<• ■
18. 12/8 Freeport Park D i s t . 1*90

•4
> ‘F 6 2/3

L • 12/9 Taraaroa C. 11. S . D, #102 80 S 7 2

1 *
12/10 G lenvicu Park D i s t ,  • 2lU P.,. 5

j
On A f 12/10 West Chicago C. S. D. #33 8>i0 S 7 #

;i-
12/ it Mor.icncc C. S. D, #1 985 S 9 # ‘

23. 12/15 Highland Park S . D. #102 860 . s 15

U.997

6 . 26/,

5.29^

5.227

5.237

5.887

5.027

5 . 1 1 5 5

U.7l£

U.357

5.267,

U.697

5.017

4. c.O-j

U . 3 1 7

5.69,0

!*.56;',

3.717

5.297

1.057

1.127

1.27-7

5.oi»-7
Jl



Date Icr.u Amount
(Thoucnnd)

PurA «.o Average
Maturity

Hot
Interact

Coet
1

IP/15 Lirlo * 6 0 0 G 15 5 . 8 %

12/15 LI Pic p. I). //70 770 F> 15 5.79/

l?/23 Atkinrmi C. U. P. D, #233 •i25 G 15 5,655S

12/29 Tinley Parlt 5 0 0 B 12 1 •
5.'*2>>

1 /1 1 / 7 1 Mano-F^rryth C. U. S, D, #2 970
*

G 9 1/3 )*. 52/

1 / 1 2 F"*x Lake S. D. #llh 675 . S 9 *4.8156

a/18 B y r m  C. U. S. D. #226 U80 S 10 1/3 *4.35/

'1/20 East Peoria S. D. #86 295 * S 9 14.57/

1/25 Arlington Ilcightr S, D. #25 275 s 3.65/

1/26 Churchville S. D. #3 75 s *4 1/3 3.62/

1/26 Ford County Nursing Home 750 ..... - ----n h 11 3A  ' U.51̂

1/27 OcwegD C. U. S. D. #308 1000 s 8 l/6 3.91/

2/3 Thornton Jr. College Dipt, 
#510

850 wc 3 1/6 3.57/

2/25 Cryctnl Lake C. C. S. D. #U7 280 s 7 1/6 3 .8656

3/8 Waucondo C. U. S. I). #118 110 s U 5/6 3.50;;

3/22 Zion C. S. 1). #6 850 s 8 5/6 U.02/

3/2)1 Prorpcct Heights Public Litre 
District

ry
*100 L

' ■ ̂  
lU  ‘ _ 5.27/

3/31 Grant Tark U S D  ,#6 9 0 0 s 11 - U-175S

U/12 Churchville C. S. D. #3 175 s 13 i 5.16/

u/13 Johnrburg C. P. P. #12 560 s 121/6 5.20/

)<A?. Sandwich C. U, S. D. #U30 500 \s.
■> . .

11 5/6 *4.61;5S

l*/l9 Plea rant Valley S. D. # 6 2 225 cp 11 5/6 5.3»#

•i/26 La Tolle ■ . 650•fl w&s 6 *4.12/

I1/27 Fairberry- Craprey C. U. S. D .#3 1007 s 8 1/6 14.32'/



1.8,

\
5 0 .

]
5 5

:!

51.

3

3

■ • ■

Pate

A

Irr.uer .

* , .

Amount
(Thousand)

. *")

1
Purpose

*
Average
Maturity

Hot
Interest

Cost

l)/?3 Westmont S. D, I '1) 3 0 0 S 7 1 / 6 u*5 /

l»/29 Brcecc Blum. G. D. //l? 7 8 0 S 12j 5.16^
5/1. Beard c town Sanitation Diet, I4O5 w&s 1 0 1».7^

5/10 Golem C, H. S. D. J;600 2 5 0 S ■- U 1 / 6 H.26/
5/?0 Zion-Bcnton T, S, D, yl?6 9 0 0 s 9 2 5.25/

5/2l» Hinsdale T. II. G, D. # 86 750 s 5 \ • U.55/

5/0 Grant C, C. S. D. #110 360 s 8 1/3 5.62/
6/9 Decatur 795 L 6 h.l*9/

6/2?. Prairie State Jr. Coll, Diet,

#515
500 WC • 3 3A *♦.59/

7/8 Glen Ellyn C. C. S. D. # 8 9 1)65 • s 8 5/6 5.09/o

7/1? Downers Croye G, D, # 5 8 178 ' S ... 3  1 / 6 **.256

7/19 Flos m o o r 1 0 0 0 w&s 8 | 5.12/

7/?6 Buffalo Grove Park 1 0 0 0 p • 12 6.0?/

7/?0 H'mewood-Flosaraoor C„ H, S, D.

#233
500 s 9 1/6 5.22/

a Nursing Home
p n Park
s rx School Building
L Library

W&S n • Water
sr Z3 Street Improvement
B a Building,

* Average maturities on iccucc go marked are not given in the Doily Bond Puyer. 

We have purposely tried to over-estimate the average maturity on these issues.
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REPORTS OP STANDING COMMITTEES

HB The F in a n ce  Committee h.13 had HOUSE B IL L  NO. h02 ( r e la t in g
1)02 to  a m u n ic ip a l bond bank a u t h o r i t y ;  and p ro v id in g  fo r  an

e f f e c t i v e  d a te ) under c o n s id e ra t io n  and a m a jo r ity  o f  the
members o f  the Committee .econmends I t  be re p la ce d  w ith
COMMITTEE SUBSTITUTE FCR HOUSE B IL L  NO. 402 (name t i t l e )
and th a t  COMMITTEE SUBSTITUTE FOR .HOUSE B IL L  NO. 402 do 
p a s s . The re p o rt  was s ig n e d  by Mr. Hohirin , C hairm an , and 
co n cu rred  In  by Hohr.an, W arw ick , D ltm an , W right and Degnan. 
Not c o n c u rr in g  were Haugen and F in k  who have no recommenda­
t io n s .

HOUSE B IL L  NO. 402 was re fe r r e d  to  the Ru les C o m n lttre  fo r  
p lacem ent on the c a le n d a r .

The S p eake r s ta te d  th a t  w ith o u t o b je c t io n , the re ad in g  o f  
the F in an ce  Committee C h a irm an 's  re p o rt  on HOUSE B IL L  NO. 
402 and subsequent re p o rts  would not bo read and they would 
be p r in t e d  In  the J o u r n a l .  There b e ing  no o b je c t io n , I t  
was so  o rd e re d . The re p o rts  appear fo llo w in g  the b i l l  to  
w h ich  each p e r t a in s .

"FINANCE COMMITTEE REPORT

ON

COMMITTEE SUBSTITUTE FOR HOUSE B IL L  402

The Committee S u b s t i tu te  In c o rp o ra te s  amendments p repared  
by the  Department o f  Revenue to the b i l l  as o r ig in a l l y  
in tro d u c e d . The amendments were m a in ly  " c le a r , up" in  
n a tu re . The main purpose o f  the b i l l  I s  to  a s s i s t  
p o l i t i c a l  s u b d iv is io n s  In  m arke ting  bonds a t  fa v o ra b le  
ra te 3  o f  In t e r e s t  and to p ro v id e  a v e h ic le  fo r  f in a n c in g  
p u b lic  Improvements d u rin g  p e rio d s  o f  " t ig h t "  o r  o th e rw ise  
u n fa v o ra b le  money su p p ly .

E n c lo se d  w ith  t h i s  b r i e f  re p o rt  I s  a s e c t io n  be s e c t io n  
a n a ly s is  o f  the b i l l  p rep ared  by the Department o f  Revenue.

jEORGE/riCui.lAN
Chairm an

E n c ."

M E M O R A N D U M S t a t e  of  A l a s k a

T01 r  The Honorable Ceotse II. Hohnan
Chalrsan, House Finance Comltcee 
Alaska State legislature

- i . DATE i *Pr11 ,Jt 1991

f.i
PlOUi Eric E. Wchlforth, Ccmlssidncr SUBJECT* scctj on by Section Analysis of

Department of Revenue House B ill No. 402 - "An A d  Relating
to a Municipal Bond Authority; and 
Providing for an Effective Date." 

and
B3 403 -515 Million Appropriation



1

Sections 44.5fl.010. lcgj<l«tivr PM'cv. This section ?ets forth the 
policy of the State underlying c-.tabl c: the authority which is essentially
to.assfjt political sub .ViMen* of the St^tc in rarketirn lends and notes at 
favorable rates of inters -.t -nd provide fcr the orderly financing of p-blic 
improvements during per nos cf restricted creiit c r ra-.cy supply ar.d to assist 
wmlclpalitles not otherwise able to borrow for capital needs daring those 
periods.

Sec. 44.58.020. >h:nfclt»al Bend Bt V Authority. This section establishes 
the authority as an instrumentality ot the State vitiun the repartncnt of Revenue.

Sec. 44.58.030. l*c“bc-rrhio and Vic»-rics. This stcticn provides for a 
flve-ran board of directors to to appo:: trc «y tr.e Governor and serving at his 
pleasure, in addition to the Commissioner of Revenue serving i»».pf i i c t o .

Sec. 44.58.040. Officers and This section sets forth customary
powers to elect a secretary and treasurer, as well ss a chairman.

Sac. 44.58.050. Bending of Ve- ^ers. Sec. 44.58.060. Cc-nens.itinn -nd 
Expenses, and Sec. 44.58.070 are oust.:ary provision providing fcr surety ccr.^i, 
expenses of directors of the Authority, and permission to employ a pen ‘. j  and 
employees. Sec. 44.58.CS0 prohibits officers, employees or agents of the Authority 
tzon having any interest in the contract for services cn materials furniihed or 
used by the Authority.

Sec. 44.58.090. Pavers of the Authority. This section cites the powers 
of the Authority in the effectuation c: its crrporacc purposes ;rd includes the 
power In paragraph 15 to render services to a political subdivision in connection 
with sale of bonds and the power to charge fees fcr services rendered. ,

Sec. 44.53.100. l.leitarlens. This section prohibits the Authority frca
lending money to other than a political corporation and expressly negatives any 
Implication that the Authcrlty is permitted to operate as a private bank or dealer 
in eccurltles.

' Sec. 44.58.110. Annual kopcrt ar.i Audit, An annual report cf the 
Authority's activities to the Governor arc the legislature is required prior to 
September 1 of each year to cover the preceding fiscal year.

Sec. 44.58.120. Annual Pudc* t. The Authority is required to adopt an
annual budget not later than January I of each year ard to file the same with 
various State officials. This tice is designed to coincide with the budget 
submission annually required by tne executive Department for the Legislature.

Sec. 44/58.130. Carr jnJ CuttcJv of PcnJs. The Authority under this 
section is permitted to enter into «ontracts ar.o 'r.reecents with banking insti­
tutions for the safekeeping of its Vivcstnents and fcr services in connecticn 
vlth payments of principal and interest.

See. 44.58.140. effect of fh l i n t icns. This section expressly negatives 
ahy implication that the bonds ol the Authority are obllratlons of the State or 
constitute a pledge cf the faith and creuit of the State. Subdivision (bj is an 
express pledge that the State will net restrict the rights vested in the Authority 

* to purchase municipal bonds or to fu l f i l l  any of its contractual obligations.

Sec. 44.58.150. Hcrotliblllty of Bonds or Notes. This section provides 
that bonds end notes of the Authority are fully negotiable within the meaning of 
the Uniform Cccrcrcial Code of the State.

Sec. 44.58.160. Bonds or *Jcter as Legal Tnvestmgrc. This section makes 
bonds end notes of the Authority eligible as legal investments in the State of 
Alaska.

Sec. 44.58.170. Tax FVcmtlon. This section provides that bonds issued 
by the Authority are exempt from Alaska income taxation and exempts all  Authority 
property from State taxation or local government taxation.

Sec. 44.58.160. l.oms ro Polirle.il r'^divlsie-.s. This section contains 
the general authority of the Authority to lend its -ioncy to political subdivisions 
to purchase municipal bends of political subdivisions. It empowers the Authority 

' to Tcsue bonds and notes payable from the revenues of the Authority.

April 27, 1972 HOUSE JOURNAL
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Sec. 44.58.190. Inmr.ce of ar.d S’ctes. This section enables the

Authority to Issue bonds to provide rends :o rj/.e municipal loans, to piy bonds or 
notes Issued by It or to establish reserves necessary to secure or pay bends or 
cotes Issued. Subdivision (b) of this section provide*: that the bor.Js of the
Authority are general obligations which ray be additionally secured by pledges of
income or revenues frcrn other sources. Subdivision (c) l l r l ts  the total amount of 
lend Bank Authority bonds and notes which -jy be outstanding in any me time except, 
refunding bonds and notes, to the total amount of $100 ollllon.

Sec. 44.SB.200. Forr- of Issuance. This scctlcr. provides the rechanlcs 
for authorization of bonds of the Authority which may be Issued without interest 
Hesitation set by statute or maturity limitation.

Sec. 44.58.210. Sale Price. This section provides that bonds of the 
Bond Bank may be sold at public or private sale at such price as the Authority 
determines.

| Sec. 44.58.220. Approval of Ovcrncr. This section reqiires approval
by tha Covernor of any resolution providing (or the issuance of hotds of the 
Authority and also provides,except for such aoproval/that the Authtrity to issue 
bonds not be subject to the consent of other departments, division*!, commissions, 
or agencies of the State.

| Sec. 44.58.210. Payment cr P*furdlnr of Notes. Thi* Sv on permits the
issuance of short term note obligations of the Authority for its corporate purposes.

Sec. 44.58.240. Terrs of Arrce-ent cf the cr Mete hold r. Thts 
section details the permitted contents o: author'', or the bond resolutions and tha 
necessary pledges ar.d covenants which such e resolution nay contain in order to
secure payment of the bonds or ne'es.

Sec. 44.58.250. Purchase and Dlsrosltlcn of All Obligations. This sectioo 
permits the Authority to purchase its own bonds ar.d ncies at its discretion.

Sec. 44.58.260. 3ond Anticlratlon Votes. This section permits the
poTchaaa by the Authority and the salt by political subdivision of bond anticipation 
notes which nay nature, including renewals, within five years from the date of 
criglnal Issuance.

Sec. 44.58.270. l?ar» etsbl 1 l tv ar.d Certification. This se' »n requires
that a ll  municipal bonds purchased by the Bond Sank Auinority must ■ . fully
Marketable fora and accocpanled by all  certification necessary in .1. municipal 
bond market.

Sec. 44.58.280. Presumption of Validity. This Is an estopple provision
which provides that no person may question bonas of the Authority after issuance.

Sec. 44.58.290. Reserve Fund. The reserve fund established jnder this
aaction la held solely for the payment of the bunds cf the Authority. Monies in
tha fund cay net be withdrawn except to pay the bonds if  such wlthd.awal would 
reduce the fund to belcw the "required debt service reserve." Thf < reserve is 
defined to be the greater of the amounts required to be or. dcpos'.t by resolution of 
the Bond Bank Authority or the amount appropriated by the State for the purposes 
of the fund. House Bill  '*C1 appropriates S15.CJ0.0C0 for this purpose. Subsequent 
eubsectlons provide that monies cay be withdrawn frcrn. the fund when they exceed the 
■required debt service reserve," that monies in the reserve fund may be invested 
as with general fund monies of the State, for valuation of its Investments In the
fund at the lover of par value, cost, cr market value of the Instruments. Sub­
division ( f )  provides that r.o bonds be issued by the Authority unless the required
debt aervlce reserve la cn deposit in the fund.

Subdivision (g) anticipates the possible reduction of the reserve by 
reason of the necessary payments to rcet principal or Interest of Authority bonds. 
This section states the Intention of the legislature to appropriate the sum 
necessary to meet the required drht service reserve which shall be appropriated 
and paid to the Authority during the fiscal year the request is made. The request 
la made cnnually by the chairman on or before January 1 of each year. This Is 
tha "so-called make-up clause" which sccm.’ irlv but dc.rs rot In f.ic; require an 
annual appropriation by the State. Since no legislature can bind another to make 
an appropriation the section or subdivision Is basically a statement of legislative 
Intent. Such statements of legislative intent have been held valid and not to 
create State debts.elsewhere. (They have, however, accounted for the successful 
narko:Ing of bonds of similar agencies in other states.)



1

S*c. 44.S8.300. CfPfnl Fund. Thli section provides for the deposit In HP
ths general fund of aonles ol the Authority not required to be held In the reserve 40p
fund and of all  ronies received in payment of principal or interest rn bends pur­
chased by the Authority. The general fund would also be the fund from which 
operating expenses ot the Authority would annually be paid.

See. 44.58.310. Additional Funds and Account s. This section provides 
that nonles paid into an account estaolisr.cd cr held (or fcends shall be applied 
In accordance with the tcrrss of the creation of the fund or account and expended 
only for the purposes for which the account was established.

Sec. 44.56.330. Rights of Holders Parareunt. This section requires the 
Authority to schedule marketing oi Its bends and the lending of Its coney to
political subdlvlsii’ 1 so that it does not Jeopardise the rights of holders of
any existing bonds.

1

Sec. 44.58.340. Pcfault In Payment. This section provides that upon the
default In paycent of the bonds on application 25* of the holders a trustee cay be
appointed by Judicial proceeding to represent such uolders.

Sec. 44.58.350. Powers and Duties of Trustee cn Default. This section 
delineates the powers of the trustee to act on behalf ol the bend holders on 
default of Authority.

Sec. 44.5c.360. Persons! Liabil ity. This section exculpates seshers of 
tha Authority or persons executing the bonds free personal l iabil ity.

Sec. 44.58.370. Drrr-jtlcn frcn Execution and Sale. This section exenpta 
fxoi levy and sale the piopcrty ol the Authority.

Sec. 44.58.380. Men of Plodce. This section creates a pledge of
revenues of the Authority which u  binding froci the tlcie when cade regardless of
physical delivery of the funds pledged.

Sec. 44.58,390. Federal Insurance of Cuar.mtv. This section oerr.lts the 
Authority to obtain frca .ircncxcs o: the United States any guaranty Insurance for 
the paysent of the bonds, In the event such Insurance hereafter bccosses available.

Sec. 44.58.400. Surety for Pcnoslt bv Rank. This scctlcn authorises 
trodertaklngs of sureties to safeguard deposits ct the Authority funds In the bank.

I
Sec. 44.59.410. Exrcn«es of Ad-lnlstrarlcn. This section provides that 

all expenses incurred to carry out the chapter arc payable only fron revenues of 
Che Authority and prohibits the Authority frca Incurring Indebtedness on behalf of 
the SCate.
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Sec. 44.58.420. Cooperation hy Covrmrent Agencies. This section directs 
other agencies of the State to assist the Authority in the -chievcaent of its 
purposes.

Sec. 44.53.430. Definitions. This section sets forth the definitions 
of-ccrteln tints used elsewhere In the Act.

ny:ge

The F in an ce  Committee has had HOUSE B IL L  NO— 510 (m aking a HB - 
supp lem enta l a p p ro p r ia t io n  to  the S ta te -O p era te d  Schoo l =10
System ; and p ro v id in g  fo r  an e f f e c t i v e  d a te ) under c o n s id ­
e ra t io n  and a m a jo r ity  o f  the members o f  the Committee 
recommends i t  be re c la c e d  w ith  COMMITTEE SUBSTITUTE FOR 
HOUSE B IL L  NO. 510 (same t i t l e )  an d th a t COMMITTEE SU BSTI­
TUTE FOR HOUSE B IL L  NO. 510 do p a s s ; T h e 're p o r t  was s ig n ed  —'
by Mr. h'ohman, Chairm an , and con cu rred  in  by W rig h t , D ltm an ,
F in k ,  Haugen and W arw ick . Not c o n c u rr in g  were Hohman and 
Degnan who have no recom m endations. - _

HOUSE B IL L  NO. 510 was re fe r r e d  to the R u les  Committee fo r  
p lacem ent on the c a le n d a r .
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HB
510

F in a n c e  c o m m it t e e  r e p o r t

OH

COMMITTEE SUBSTITUTE FOR HOUSE B IL L  510

The Committee S u b s t i t u t e  makes two changes In  the b i l l  as 
o r ig in a l l y  In tro d u c e d . L’e ie t e d  13 fu n d in g  re q u e ste d  f c r  
payment o f  t e a c h e r  t r a n s p o r t a t io n  c c 3 t s .  The on ly  fu n d in g  
now c o n ta in e d  I s  1 4 7 3 ,4 0 0  to  co ve r  the  f u l l  c o s t  o f  non­
re s id e n t  t u i t io n  paym ents to  d i s t r i c t  s c h o o ls .

CS The F in an ce  Committee ha3 had COMMITTEE SUBSTITUTE FOR
SB SENATE B ILL  NO. 264 (F in a n c e )  amended ( r e l a t i n g  to  r e t i r e -
261) ment b e n . f l t s  and p ro v id in g  fo r  an e f f e c t i v e  d a te ) under
( F in )  c o n s id e r a t io n  and a m a jo r ity  c f  th e  .-.en ters c f  the Ccmmlt-
am tee  recommends I t  be r e n la c e d  w ith  HOUSE COMMITTEE SUBSTI­

TUTE FOR COMMITTEE SUBSTITUTE FOR SENATE B ILL  NO. 26)) 
(F in a n c e )  (sam e t i t l e )  and th a t  HOUSE COMMITTEE SUBSTITUTE 
FOR COMMITTEE SUBSTITUTE FOR SENATE BILL NO. 2 (F in a n c e ) 
do p a s s . The rep o rt was s ig n e d  by Mr. Hohran, C hairm an, 
and co n cu rred  In  by Honnan, W arw ick , F in k ,  D itn a r ., W righ t 
and Degnan. Not c o n c u r r in g  was Haugen who h a s no recom­
m endation .

COMMITTEE SUBSTITUTE FOR SENATE B IL L  NO. 261) (F in a n c e ) a­
mended was r e ie r r e d  to  the Ru le3 Committee fo r  placem ent 

• on the c a le n d a r .

The F in an c e  Committee s u b s t i t u t e  e s s e n t ia l l y  In c o rp o ra te s  
th e  fo l lo w in g  changes to  th e  S ta te  A f f a i r s  Committee 
s u b s t i t u t e :

1 . P ro v is io n  I s  made f o r  pe rso ns covered  under the 
j u d i c i a l  re t ire m e n t  system  as w e l l  as p u b lic  employees to 
o b ta in  m ajo r m e d ica l and l i f e  In su ra n c e  under the s ta te  
p o l i c y .

2 .  P r o v is io n  I s  added f o r  e le c te d  o f f i c i a l s  to  be 
In c lu d e d  r e t r o a c t i v e ly  In  the  re t ire m e n t system  and make 
r e t r o a c t iv e  c o n t r ib u t io n s .

Chairman"

"FINANCE COMMITTEE REPORT

OH

HOUSE COMMITTEE SUBSTITUTE FOR 

COMMITTEE SUBSTITUTE FOR SENATE B IL L  264 ( F in )

3 .  S t a t e  employee c o n t r ib u t io n s  a re  s e t  a t  4 1/4 p ercen t 
o f  employee com pensation , as recommended by the G o verno r.



N E W  ISSUE

I n  t h e  o p i n i o n  oj B o n d  C o u n s e l ,  interest o n  th e  1 9 7 0  S e r i e s  A  B o n d s  is e x e m p t  u n d e r  the existing statute a n d  cou r t  

d e cisions f r o m  F e d e r a l  i n c o m e  t a x e s  a n d  u n d e r  t he p r o v i s i o n s  of t h e  A c t ,  t h e  1 9 7 0  S e r i e s  A  B o n d s  a n d  

t h e  interest t h e r e o n  a n d  t h e  i n c o m e  t h e r e f r o m  a r e  e x e m p t  f r o m  t a x a t i o n  b y  t h e  S t a t e  of 

V e r m o n t ,  e x c e p t  f o r  transfer, inher i t a n c e  a n d  estate taxes.

$ 4 6 , 0 0 0 , 0 0 0  

V E R M O N T  M U N I C I P A L  B O N D  B A N K

1970 Series A Bonds

D a te d :  D ecem ber 1, 1 9 7 0 D u e :  D ecem ber 1, a s  sh o w n  be low

Coupor bonds in the denomination of $5,000, registrable as to principal only, and fully registered bonds in denominations of 
$5,000 or any authorized multiple thereof. Coupon and registered bonds are interchangeable. Principal and semi­

annual interest (June 1 and December 1) payable at the corporate tr ist offices of the Trustee, Bankers 
Trust Company, New York, New York, or at the option of the holder at The First National Bank 

of Boston, Boston, Massachusetts or Chittenden Trust Compaty, Burlington, Vermont.

MATURITIES. PRINCIPAL AMOUNTS. INTEREST RATES. YIELDS OR PRICES

Maturity
Principal
Amount

Interest
Kate X ii’i Maturity

Principal
Amount

Interest
Kate

Yield or 
Price

1 97 1 $ 1 ,7 5 5 ,0 0 0 43/ 4 % 3 .0 0 % 1981 $ 2 ,3 5 0 ,0 0 0 5 % 4 .7 0 %

1 9 7 2 2 ,4 8 0 ,0 0 0 4 3 4 3 .1 5 1 9 8 2 2 ,3 3 5 ,0 0 0 5 4 .8 5

1 9 7 3 2 ,4 7 0 ,0 0 0 4 3 4 3 .3 0 1 9 8 3 2 ,3 3 5 ,0 0 0 5 100

1 9 7 4 2 ,4 4 0 ,0 0 0 4 3 4 3 .5 0 1 9 8 4 2 ,3 3 5 ,0 0 0 5 .1 0 100

1 9 7 5 2 ,3 9 0 ,0 0 0 4 9 4 3 .7 0 1 9 8 5 2 ,3 5 0 ,0 0 0 5 .2 0 1 00

1 9 7 6 2 ,3 9 5 ,COO 4 9 4 3 .9 0 1 9 8 6 2 ,4 0 0 ,0 0 0 5 .3 0 100

1 9 7 7 2 ,4 0 0 ,0 0 0 5 4 .1 0 1 9 8 7 2 ,6 9 5 ,0 0 0 5 .4 0 100

1 9 7 8 2 ,3 8 5 ,0 0 0 5 4 .2 5 1 9 8 8 2 ,1 4 5 ,0 0 0 5  y s 100

1 9 7 9 2 ,3 8 0 ,0 0 0 5 4 .4 0 1 9 8 9 1 ,9 8 0 ,0 0 0 s jA 100

1 9 8 0 2 ,3 9 0 ,0 0 0 5 4 .5 5 1 9 9 0 1 ,5 9 0 ,0 0 0 S ' A 100
(Accrued interest from December 1, 1970 to be added.)

The 1970 Series A Bonds maturing on and after December I, 1981, shall he redeemable, as a whole or in part, beginning 
on December 1, 1980 as more fully described in the Official Statement.

These 1970 Series A Bonds are offered when, as and if issued and received by the Underwriters, subject to friar sale, to withdrawal 
or modification of the offer without notice, and to the approval of legality by Messrs. Hawkins, Dclaficld &  Wood, New York, 
New York, Bond Counsel to the Bank. Certain legal matters will be passed on for the Underwriters by their Counsel, Messrs. 
Mudge Rose Guthrie &  Alexander, New York, New York. It is expected that sueli Bonds in definitive form will be available jor

delivery in New York, New York on or about January 8, 1971.

G o l d m a n ,  S a c h s  &  C o.
/j

I Iff
J A M  lij 1J/1

DEPARTMENT Or RrVEM
s X A ' i i i  o ; .  a l a u i i a "

J U

December 21,1970

Statements herein, whiie not guaranteed, are based upon information which we believe to be reliable.



No dealer, broker, salesman or other person lias been authorized by the Bank or the Underwriters to give any 
information or to make any representations, other than those contained in the Official Statement, and, if given or 
made, such other information or representations must not be relied upon as having been authorized by either of the 
foregoing. The Official Statement does not constitute an offer to sell or the solicitation of an offer to ' ay nor shall 
there be any sale of the 1970 Series A Bonds by any person in any jurisdiction in which it is unlawful lor such person 
to make such offer, solicitation or sale. The information set forth herein has been obtained from the Bank and from other 
sources which arc believed to be reliable but it is not guaranteed as to accuracy or completeness, and is not to be 
construed as a representation, by the Underwriters. The information and expressions of opinion herein are subject to 
change without notice and neither the delivery of the Official Statement nor any sale made hereunder shall, under any 
circumstances, create any implication that there has been no change in the affairs of the Bank since the date hereof.
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V E R M O N T  M U N IC IP A L  B O N D  B A N K  

M o n tp e l ie r ,  V e rm o n t

O F F I C I A L  S T A T E M E N T

R e la t in g  to

$ 4 6 , 0 0 0 , 0 0 0  

V E R M O N T  M U N I C I P A L  B O N D  B A N K

1970 Series A Bonds

T h is  O ffic ia l S ta tem en t o f the V erm on t M u n ic ip a l B o n d  B a n k  ( th e  “ B a n k ” )  i s  p ro v id ed  fo r  the  p u rp o se  

o f se t t in g  fo rth  in fo rm a t io n  co n ce rn in g  the  B a n k ;  i t s  B o n d s  ( th e  “B o n d s” ) ,  m ore  p a r t ic u la r ly  it s  $ -1 6 ,0 0 0 ,0 0 0  

1 9 7 0  S e r ie s  A  B o n d s  ( t h e  “ 1 9 7 0  S e r ie s  A  B o n d s” )  ; i t s  G enera l B o n d  R e so lu t io n  adop ted  D ecem ber 2 1 ,  1 970 , 

a u th o r iz in g  the  B o n d s  (th e  “R e s o lu t io n " ) ; an d  it s  S e r ie s  R e so lu t io n  adop ted  D ecem b e r 2 1 , 1 9 7 0 , a u th o r iz in g  

the  1 9 7 0  S e r ie s  A  B o n d s  ( t h e  " S e r ie s  R e so lu t io n ” ) .  T h e  R e so lu t io n  and  th e  S e r ie s  R e so lu t io n  a re  so m e tim e s 

co lle c t iv e ly  re fe r re d  to h e re in  a s  the “R e so lu t io n s” .

T h e  1 9 7 0  S e r ie s  A  B o n d s  sh a ll he secu red  u n d e r the  p ro v is io n s  o f the R e so lu t io n s  an d  sh a l l  he is su e d  in  

acco rdance  w ith  the p ro v is io n s  o f the R e so lu t io n s  an d  th e  V e rm o n t M u n ic ip a l B o n d  B a n k  L a w , b e in g  P u b lic  

A ct N o. 2 1 6  o f the L a w s  o f V erm on t enacted  by  the  G ene ra l A ssem b ly  o f the S ta te  o f V e rm o n t a t th e  1 9 6 9  

A d jo u rn ed  S e s s io n  k n o w n  a s  a n d -c ited  a s  the V erm on t M u n ic ip a l B o n d  B a n k  L a w  ( th e  “A c t” ) .  A d d it io n a l 

s e r ie s  o f b o n d s m ay  he is su e d  by  the B a n k , p ro v id ed  that e ach  ad d it io n a l s e r ie s  w i l l  be  a u th o r ize d  an d  secu red  

by  a  se r ie s  re so lu t io n  adop ted  in  acco rdance  w ith  a n d  u n d e r the p ro v is io n s  o f the  R e so lu t io n  a n d  th e  A ct.

T h e  A ct p ro v id e s  th a t the B a n k  is  co n st itu ted  a s  a n  in s t ru m e n ta lity  o f the S ta te  e x e r c is in g  p u b lic  and  

e s se n t ia l g o ve rn m en ta l fu n c t io n s , and  the e x e rc ise  b y  the B a n k  o f the  p o w e rs  co n fe rred  by  the A ct a rc  deem ed 

to  be a n  e sse n t ia l g o ve rn m en ta l fun ctio n  of the  S ta te .

P u r s u a n t  to the p ro v is io n s  o f the A c t and  th e  R e so lu t io n s  the  B a n k  h a s  a u th o r ize d  is su a n c e  o f the B o n d s  

fo r  the  pu rpo se , am o n g  o th e r th in g s , o f p ro v id in g  fu n d s  to en ab le  the B a n k  to len d  m o ney  to co u n tie s , m u n ic i­

p a lit ie s  o r p u b lic  bod ie s w ith in  the S ta te  o f V erm on t ( “G o ve rn m en ta l U n it s ” )  b y  the  d ire c t p u rch a se  from  

su ch  G o ve rnm en ta l U n it s  o f th e ir  bond s, no te s o r  e v id en ce s o f debt p a y ab le  fro m  ad  v a lo rem  ta x a t io n  (th e  

“ M u n ic ip a l B o n d s” ) .  T h e  1 9 7 0  S e r ie s  A  B o n d s  a re  b e in g  is su ed  to p ro v id e  m o n ey s w ith  w h ich  to :  ( i )  p u rch a se  

the $ 4 1 ,2 3 0 ,0 0 0  o f M u n ic ip a l B o n d s  w h ich  a r c  in d ic a ted  in  A p p en d ix  E  a n n e x ed  h e re to ; ( i i )  d ep o s it  

$ 4 ,7 7 0 ,0 0 0  in  the  R e se r v e  F u n d  e s tab lish e d  w ith  the T r u s t e e ;  an d  ( i i i )  to  m ak e  c e r ta in  d ep o s its  to o ther 

a c co u n ts  e s ta b lish e d  by  the  R e so lu t io n .

T h e  1 9 7 0  S c r ie s  A  B o n d s  w i l l  co n st itu te , in  the  op in io n  o f B o n d  C o u n se l to the  B a n k , g en e ra l o b lig a t io n s  

o f th e  B a n k  a n d  th e  fu ll fa ith  and  c red it  o f the B a n k  is  p ledged  fo r  the  p aym en t o f p r in c ip a l, redem p tion  

p rem ium , i f  a n y , and  in te re s t  thereon a n d  su ch  B o n d s  w i l l  he fu r th e r  se cu red  by  the p led ge  o f the  M u n ic ip a l 

B o n d s  and  th e  am o u n ts  p a id  o r req u ired  to be p a id  fo r p r in c ip a l and  in te re s t  to the  B a n k  on M u n ic ip a l B o n d s  

( “ M u n ic ip a l B o n d s  P a y m e n t s " )  and  the  in v e stm en ts  th e reo f an d  the  p ro ceed s o f su ch  in v e s tm en ts , i f  any , 

an d  a l l  fu n d s an d  acco u n ts  e stab lish ed  by  the  R e so lu t io n . A s  sta ted  in  su ch  B o n d s  p u r su a n t  to the  A ct, the 

B a n k  i s  o b lig a ted  to  p ay  the p r in c ip a l an d  in te re s t  o f th e  B o n d s o n ly  from  re v e n u e s  o r  fu n d s  o f the  B a n k  

an d  the  S ta te  o f V e rm o n t i s  not o b lig a ted  to  p ay  the p r in c ip a l o r in te re s t  th e reon  a n d  n e ith e r  the fa ith  and  

c red it  n o r the  t a x in g  p o w er o f the S ta te  i s  p led ged  to the  p aym en t o f the  p r in c ip a l o f o r  the  in te re s t  on the 

B o n d s .

T h e  A c t p ro v id e s  th a t in  o rd er to  a s s u r e  th e  m a in te n an ce  o f th e  R e q u ir e d  D eb t  S e rv ic e  R e se r v e  ( a s  

d e fin ed  sp e c if ic a lly  in  the R e so lu t io n — see  d e f in it io n  on p age  2 2  h e re o f ) in  th e  R e s e r v e  F u n d , th e re  sh a l l  be

1



ap p ro p ria ted  a n n u a lly  an d  p a id  to the B a n k  fo r deposit in  the F u n d , such  sum  a s  s h a l l  be ce rt if ied  by  the 

C h a irm an  o f the B a n k  to the G overno r o r to the G overno r-e lec t, a s  is  n e c e s sa ry  to re s to re  th e  F u n d  to an  

am o un t equ a l to the R eq u ired  D eb t S e rv ic e  R e se rv e . T h e  C h a irm an  sh a ll a n n u a lly , on  o r  be fo re  F e b ru a r y  1, 

m ake  an d  d e liv e r  to the  G overno r o r to the G overno r-e icc t, h is  c e rtif ic a te  s t a t in g  the su m  req u ire d  to re sto re  

the  F u n d  to  the am oun t a fo re sa id , and  the su m  so  ce rt if ied  sh a ll be app ro p ria ted  a n d  p a id  to th e  B a n k  d u r in g  

the then  cu rren t S ta te  fisca l year.

W h ile  the  1 9 7 0  S e r ie s  A  B o n d s  and  the a fo re sa id  p ro v is io n s  o f the A ct do no t co n st itu te  a  le g a lly  

en fo rceab le  o b lig a t io n  upon the S ta te  of V e rm o n t no r crea te  a  debt on beha lf o f the  S ta te , B o n d  C o un se l is  

o f th e  op in io n  th a t the S ta te  o f V erm on t, b y  it s  G enera l A ssem b ly , i s  le g a l ly  a u th o r iz e d , b u t no t le g a lly  

o b lig a ted , to  ap p ro p ria te  a n n u a lly  su c h  sum  a s  sh a ll h ave  been ce rtif ied  by  the C h a irm an  o f the B a n k  to the 

G o ve rno r o r the  G overno r-e lec t a s  i s  n e c e ssa ry  to re sto re  the  R e se rv e  F u n d  to  a n  am o u n t equa l to  the 

R e q u ire d  D eb t S e rv ic e  R e se rv e , and  upon the m ak in g  of su ch  ap p ro p r ia t io n s  in  acco rd an ce  w ith  the A ct 

th e re  sh a l l  be p a id  to the B a n k  fo r  depo sit in  the R e se rv e  F u n d  the am o u n ts ap p ro p ria ted .

T I I E  V E R M O N T  M U N IC IP A L  B O N D  B A N K

T h e  V e rm o n t M u n ic ip a l B ond  B a n k  w a s  c reated  b y  the A ct a s  a  body co rpo ra te  an d  p o lit ic  w ith  co rpo ra te  

su c c e ss io n  and  i s  con stitu ted  a s  a n  in s tru m e n ta lity  e x e r c is in g  p ub lic  and  e s se n t ia l g o v e rn m en ta l fu n c t io n s  o f 

the S ta te .

O r g a n iz a t io n  a n d  M e m b e r s h ip  o f  th e  B a n k

T h e  m em bersh ip  o f the B a n k  c o n s is t s  o f five  d ire c to r s : the S ta te  T r e a su r e r , w h o  sh a l l  be a  d irec to r 

e x  officio, a n d  fou r d ire c to r s  appo in ted  by the  G overno r w ith  the ad v ice  a n d  co n sen t o f the S ta te  S e n a te  fo r 

te rm s o f tw o  y e a r s . T h e  fo u r d ire c to rs  appo in ted  by  the G overno r m u st be re s id e n ts  o f th e  S ta te  a n d  m u st be 

q u a lif ie d  v o te r s  th e re in  fo r a t le a s t  one y e a r  n e x t p reced in g  the t im e  o f app o in tm en t. T w o  d ire c to r s  w e re  

appo in ted  to  se rv e  u n t il F e b ru a ry  1, 1971  a n d  tw o  d irec to rs w e re  appo in ted  to se rv e  u n t i l F e b ru a ry  1, 1 9 7 2 . 

E a c h  d ire c to r  sh a ll ho ld  office fo r the te rm  o f h is  appo in tm en t and  u n t il h is  su c c e s so r  sh a l l  h a v e  been  appo in ted  

an d  q u a lif ie d . A  d ire c to r sh a ll be e lig ib le  fo r reappo in tm en t. A n y  v acan cy  in  a  d ir e c to r sh ip  o c c u r r in g  o th e r 

th an  by  e x p ir a t io n  o f te rm  sh a l l  be filled  in  th e  sam e  m anner a s  the o r ig in a l ap p o in tm en t, e xcep t th a t th e  ad v ic e  

and  co n sen t o f the S en a te  sh a ll not be req u ired  if  it  is  no t in  se ss io n , bu t fo r  the u n e x p ir c d  te rm  on ly .

T h e  d ire c to r s  sh a l l  e lect one o f th e ir  num ber a s  C h a irm an . T h e  d ire c to rs  sh a l l -e le c t  a  S e c re ta ry  an d  a  

T r e a su r e r  w h o  need  not be d ire c to rs , and  the sam e  pe rson  m ay be e lected  to se rv e  bo th  a s  S e c re ta ry  and  

T r e a su r e r . T h e  p o w e rs  o f the B a n k  a rc  v e sted  in the d ire c to rs  th e reo f and  th ree  d ir e c to r s  o f the  B a n k  sh a ll 

co n st itu te  a  q uo rum . A ction  m ay  be taken  a n d  m otion s and  re so lu t io n s  adop ted  by  the  B a n k  a t a n y  m ee tin g  

th e reo f b y  the a ff irm a tiv e  vote o f a t le a s t  th ree  d ire c to rs  o f the B a n k , in c lu d in g  th e  d ire c to r  ex-officio. 

A  vacan cy  in  the d ire c to rsh ip  of the B a n k  sh a ll no t im p a ir  the  r ig h t  o f a  q uo rum  to  e x e r c is e  a ll th e  p o w e rs  and  

perfo rm  a l l  th e  d u t ie s  o f the  B a n k .

D ir e c t o r s

T h e  B a n k ’s  m em bersh ip  is  a s  fo l lo w s :

J a m e s  C . D a v i s ,  C h a i r m a n ;  te rm  e x p ir e s  J a n u a ry  3 1 , 1 97 1 .

M r . D a v is ,  a  re s id en t of S t .  A lb a n s , is  C h a irm an  o f the B o a rd  o f D ire c to r s  o f th e  F r a n k l in  B a n k , 

S t .  A lb an s . l i e  h a s a lso  se rved  a s  v ic e  p re s id en t, d ire c to r  and  m em ber of the  E x e c u t iv e  C om m ittee  

o f the  M u tu a l In su ra n c e  C om pany  o f B u r lin g to n  sin ce  1 94 6 . M r. D a v is  w a s  fo rm e r ly  a  d ire c to r  and  

tr e a su re r  o f the  V erm on t D eve lopm en t C red it C o rpo ra tio n  fo r the p e r io d  1 9 5 8 -1 9 6 8 .

F r a n k  W . B l a c k ,  V i c e  C h a i r m a n ;  te rm  e xp ire s  J a n u a r y  3 1 , 1 9 7 1 .

M r . B la c k ,  a  re s id en t o f B a r r c  T o w n , is  E x e c u t iv e  V ic e  P r e s id e n t , c h ie f  e x e c u t iv e  o ffice r an d  a  

d ire c to r  o f T h e  P eo p le s  N a t io n a l B a n k  o f B a r r c . Me i s  p a st p re s id e n t  o f th e  V e rm o n t B a n k e r s  

A sso c ia t io n  and  a  fo rm er d irec to r o f the V erm on t D eve lopm en t C red it  C o rp o ra t io n .



F r a n k  H . D a v i s ,  D i r e c t o r  cx-officio a s  T r e a s u r e r  of the S t a t e  of V e r m o n t .

A ir, D a v is ,  a  r e s id e n t oi B u r l in g to n , i s  C h a irm an  o i the N o rth ea st R e g io n a l S ta te  T r e a su r e r s ,  T r  ustee 

o f the  S ta te  T e a c h e r s ’ R e t irem en t S y s te m , the  V erm on t S ta te  E m p lo y e e s ’ R e t irem en t S y s tem  and  

the  V e rm o n t S ta te  P o lic e  a n d  M o to r V eh ic le  In sp e c to rs ' R e t irem en t S y s tem  F u n d s . l i e  i s  fo rm er 

R e p re se n ta t iv e  in  th e  S ta te  L e g is la t u r e  a n d  fo rm e r C h a irm an  o f the  B u r lin g to n  H o u s in g  A it lio r ity .

D r . J o iin  T .  F e y ; te rm  e x p ir e s  J a n u a r y  3 1 ,  1 9 7 2 .

D r . F e y  i s  P r e s id e n t  o f N a t io n a l L i f e  In su r a n c e  C om pany , M on tp e lie r . H e  fo rm e r ly  se rv ed  a s  the 

d ean  o f the  la w  schoo l a t G eo rge  W a sh in g to n  U n iv e r s ity , P r e s id e n t  o f both th e  U n iv e r s ity  o f 

V e rm o n t and  th e  U n iv e r s it y  o f W y o m in g  and  a s  a d ire c to r o f the F e d e ra l R e se rv e  B a n k  o f B o sto n . 

D r .  F e y  c u r re n t ly  se rv e s  a s  a  d ire c to r , g o ve rn o r  o r tru s te e  o f se v e ra l ed u ca t io n a l and  ch a r itab le  

o r g a n iz a t io n s , h o sp ita ls , p ro fe s s io n a l g ro u p s , an d  co rpo ra tion s.

R o b e r t  T .  G a n n e t t ; te rm  e x p ir e s  J a n u a r y  3 1 ,  1 9 7 2 .

M r. G anne tt , a  r e s id e n t o f B ra tt le b o ro , i s  a n  a t to rn e y -a t - law . H e  is  a  fo rm er m em ber of the  V erm on t 

G en e ra l A ssem b ly  ( 1 9 5 3 - 1 9 6 0 )  a n d  h a s  se rv ed  on a n um ber o f sp ec ia l le g is la t iv e  and  G o ve rn o r ’s  

c o m m iss io n s . H e  is  a  d ire c to r  of N a t io n a l L i f e  In su ra n c e  C om pany  and  o f C en tra l V e rm on t P u b lic  

S e rv ic e  C o rp o ra t io n , tru s te e  o f the B ra tt le b o ro  R e tre a t , an d  a  p a s t  P r e s id e n t  a n d  C o rpo ra to r of 

B ra t t le b o ro  M em o ria l H o sp ita l .

L eo  K .  H i c k e y , th e  D ep u ty  S ta te  T r e a su r e r ,  w a s  appo in ted  by  the d ire c to rs  a n d  is  s e r v in g  a s  S e c re ta ry  

an d  T r e a su r e r  o f the B a n k . H e  is  a  fo rm e r p a y ro ll su p e rv iso r  o i the  S ta te  o f V erm on t, a  fo rm er d ire c to r o f 

V e rm o n t E m p lo y e e s  C red it  U n io n , an d  h a s  se rv ed  a s  a  m em ber o f v a r io u s  fin an c ia l com m ittee s fo r  the  S ta te .

G e n e r a l  P o w e r s  o f  th e  B a n k

U n d e r  the  A c t the B a n k  h a s  the  fo llo w in g  p o w e rs  fo r  c a r r y in g  out the p u rp o se s o f the  A c t :

( 1 )  T o  sue and be sued;
(2) T o  adop t a n  o ffic ia l se a l an d  a lte r  it  a t  p le a s u r e ;

(3) T o  m ake  an d  en fo rce  ru le s  fo r the conduct o f it s  b u s in e s s  an d  fo r u se  o f it s  s e rv ic e s  and  fa c i l i t ie s ;

( 4 )  T o  m a in ta in  a n  office a t a n y  p lace  w ith in  the S ta te ;

( 5 )  T o  a cq u ire , h o ld , u se  and  d isp o se  o f i t s  incom e, revenue s, fu n d s  an d  m o n e y s ;

( 6 )  T o  a cq u ire , ren t , le a se , ho ld , u se  a n d  d isp o se  o f o ther p e rso n a l p ro p erty  fo r it s  p u rp o se s ;

( 7 )  T o  b o rro w  m oney  an d  to is s u e  i t s  n ego tiab le  bonds o r no te s an d  to p ro v id e  fo r  and  se cu re  the 

p aym en t th e reo f an d  to  p ro v id e  fo r th e  r ig h t s  o f the h o ld e rs  thereo f, an d  to p u rch a se , ho ld  and  d isp o se  o f any  

o f i t s  b o nd s o r  n o te s ;

( 8 )  T o  f ix  an d  r e v is e  from  tim e  to  t im e  an d  ch a rg e  and  co llect fe e s and  c h a rg e s  fo r  the u se  o f it s  se rv ic e s  

o r  f a c i l i t ie s ;

(9) T o  accep t g i f t s  o r g r a n t s  o f p ro p e rty , fu n d s , m oney, m a te r ia ls , labo r, su p p lie s  o r se rv ic e s  from  the 

U n ited  S ta te s  o f A m e r ic a  o r from  an y  G o ve rnm en ta l U n it o r a n y  p e rson , f irm  o r co rp o ra tio n , and  to c a rry  

ou t th e  te rm s o r p ro v is io n s  o r m ake  a g re em e n ts  w ith  respect to a n y  g if t s  o r g ra n t s ,  a n d  to  do a n y  and  a ll 

t h in g s  n e c e s sa ry , u se fu l, d e s ira b le  o r  co n v en ie n t in  connection  w ith  p ro cu r in g , accep tance  o r d isp o s it io n  o f 

g i f t s  o r  g r a n t s ;

(10) T o  do  a n y th in g  au th o r ize d  by  th e  A c t, th ro u gh  it s  o ffice rs, a g e n ts  o r  em p loyee s o r by  co n trac ts w ith  

a n y  p e rso n , f irm  o r c o rp o ra t io n ;

( 1 1 )  T o  en te r  in to  an d  en fo rce  a l l  c o n tra c ts  n e ce ssa ry , conven ien t o r d e s ira b le  fo r  the p u rp o se s o f the 

B a n k  o r  p e r ta in in g  to  a n y  lo an  to a  G o ve rn m en ta l U n it o r any  p u rch a se  o r sa le  o f M u n ic ip a l B o n d s  o r o ther 

in v e s tm en ts  o r  to  the p e rfo rm an ce  o f it s  d u t ie s  an d  execu tio n  or c a r r y in g  out o f an y  o f it s  p o w e rs  u n d e r  the A c t ;
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( 1 2 )  T o  p u rch a se  o r ho ld  M u n ic ip a l B o n d s  a t su ch  p r ic e s  an d  in  su ch  m an n e r  a s  the B a r k  d eem s a d v isa b le , 

a n d  to s e ll M u n ic ip a l B o n d s  acqu ired  o r he ld  by  it a t su ch  p r ic e s  w ith o u t re la t io n  to  co st an d  in  su ch  m an n e r  

a s  th e  B a n k  deem s a d v isa b le , a l l  co n s is te n t w ith  the po licy  o i the  S ta te  a s  d e c la red  in  th e  le g is la t iv e  f in d in g s  o f 

th e  A c t ;

( 1 3 )  T o  in v e s t  a n y  fu n d s  o r  m o ney s o f th e  B a n k  not th en  req u ired  fo r lo an  to G o ve rn m en ta l U n it s  and  

lo r  the p u rc h a se  o f M u n ic ip a l B o n d s , in  th e  sam e  m an n e r  a s  p e rm itted  fo r  in v e stm en t o f fu n d s  b e lo n g in g  to 

th e  S ta te  o r h e ld  in  the t re a su ry , e xcep t a s  o th e rw ise  p ro v id ed  b y  the  A c t (h o w e v e r , the  R e so lu t io n  l im it s  

in v e s tm en ts  to  c e r ta in  fix ed -in co m e  s e c u r it ie s  a s  h e re in a fte r  se t  fo r t h )  ;

( 1 4 )  T o  p re sc r ib e  a n y  fo rm  of a p p lic a t io n  o r p ro cedu re  req u ire d  o f a G o ve rn m en ta l U n it  fo r the lo an  or 

p u rch a se  o f i t s  M u n ic ip a l B o n d s , and  to f ix  the  te rm s an d  co n d it io n s o f th a t  lo an  o r  p u rc h a se  a n d  to  e n te r  

in to  a g re em en ts  w ith  G o ve rnm en ta l U n it s  w ith  re sp ec t to a n y  lo an  o r  p u r c h a s e ; an d

( 1 5 )  T o  do  a l l  th in g s  n e c e ssa ry , co n ven ien t o r d e s ira b le  to c a r r y  out the  p o w e rs  e x p r e s s ly  g ra n te d  or 

n e c e s sa r i ly  im p lie d  in  the  A ct.

S u p p le m e n t a r y  P o w e r s  o f  th e  B a n k

U n d e r  th e  A ct th e  B a n k  in  ad d it io n  to  a n y  o th e r  p o w e rs  g ra n te d  in  th e  A c t h a s  the fo llo w in g  p o w e r s :

( 1 )  In  connection  w ith  an y  lo an  to  a  G o vernm en ta l U n it , to  co n s id e r  th e  need , d e s ir a b i l i t y  o r  e lig ib i l i t y  

o f th e  loan , the a b il ity  o f the G o ve rn m en ta l U n it  to se cu re  bo rro w ed  m oney  from  o th e r so u rc e s  a n d  the  co sts  

th e reo f, an d  the  p a r t ic u la r  p u b lic  im p ro vem en t o r  p u rp o se  to  be fin an ced  by  the  M u n ic ip a l B o n d s  to be p u r ­

c h a sed  by  the B a n k ;

( 2 )  T o  c h a rg e  fo r it s  c o s t s  an d  se rv ic e s  in  re v ie w  o r co n s id e ra t io n  o f a n y  p ropo sed  lo an  to  a  G o ve rn ­

m en ta l U n it  o r p u rc h a se  o f M u n ic ip a l B o n d s  o f a  G o ve rn m en ta l U n it , an d  to  c h a rg e  th e re fo r  w h e th e r  o r  not 

the  lo an  is  m ade  o r the  M u n ic ip a l B o n d s  a r e  p u r c h a se d ;

( 3 )  T o  e s ta b lish  a n y  te rm s an d  p ro v is io n s  w ith  re sp ect to  a n y  p u rch a se  o f M u n ic ip a l B o n d s  by  the  B a n k , 

in c lu d in g  d ate  a n d  m a tu r it ie s  o i th e  M u n ic ip a l B o n d s , p ro v is io n s  a s  to red em p tio n  o r p aym en t p r io r  to m a tu r ity , 

and  a n y  o th e r m a tte r s  w h ich  a re  n e c e ssa ry , d e s ira b le  o r a d v isa b le  in  the  ju d g m e n t o f the  B a n k ;

( 4 )  T o  conduc t e x a m in a t io n s  a n d  h e a r in g s  and  to  h e a r  te st im o n y  an d  ta k e  p roo f, u n d e r  oath  o r a ff irm a tio n , 

a t  p u b lic  o r p r iv a te  h e a r in g s , on  a n y  m a tte r  m a te r ia l fo r  i t s  in fo rm a t io n  and  n e c e s sa ry  to  c a r r y  ou t the  A c t ;

( 5 )  T o  is su e  su bp o en a s r e q u ir in g  the a ttend ance  o f w itn e s s e s  a n d  th e  p roductio n  o f b ook s and  p ap e rs  

p e rt in en t to a n y  h e a r in g  befo re  the  B a n k , o r  before one o r m o re  o f the  d ire c to r s  o f the B a n k  appo in ted  by  it 

to conduct th e  h e a r in g ;

( 6 )  T o  ap p ly  to  a n y  cou rt, h a v in g  te r r ito r ia l ju r isd ic t io n  o f the o ffen se , to h ave  p u n ish e d  o r contem pt any  

w itn e s s  w ho  re fu se s  to  obey a  tubp o en a , o r w h o  re fu se s  to be sw o rn  o r  a ffirm ed  to  te s t ify , o r  w ho  i s  g u ilty  

o f a n y  con tem pt a fte r  su m m o n s to a p p e a r ;

( 7 )  T o  p ro cu re  in su ra n c e  a g a in s t  a n y  lo s se s  in  connec tion  w ith  it s  p ro p e rty , o p e ra t io n s  o r  a s se t s  in  such  

am o u n ts  a n d  from  su ch  in su r e r s  a s  it  d eem s d e s ir a b le ; an d

( 8 )  T o  the  e x te n t p e rm itted  u n d e r  i t s  c o n tra c ts  w ith  the  h o ld e rs  o f bond s o r no te s o f the B a n k , to 

co n sen t to a n y  m od if ica tio n  o f the ra te  o f in te re s t , t im e  and  p aym en t o f a n y  in s ta llm e n t  o f p r in c ip a l o r  in te re st , 

s e c u r ity  o r a n y  o th e r te rm  o f bond o r  no te , co n trac t o r a g re em en t o f a n y  k in d  to w h ich  th e  B a n k  i s  a  p a r ty .

P r o h ib i t e d  A c ts  o f  th e  B a n k

U n d e r  th e  A c t th e  B a n k  m ay  n o t :

( 1 )  M ak e  lo a n s  o f m oney  to a n y  p e rso n , f irm  o r co rp o ra tio n  o th e r th an  a  g o ve rn m en t o r a  g o ve rn m en ta l 

a g e n c y  o r su b d iv is io n , o r p u rch a se  se c u r it ie s  is su e d  by  a n y  p e rso n , f irm  o r co rp o ra t io n  o th e r th an  a  G o ve rn ­

m en ta l U n it  o r  fo r  in v e s tm en t e xcep t a s  p ro v id ed  in  the A ct, o r

( 2 )  E m it  b i l l s  o f c red it , o r  accep t d ep o s it s  o f m oney  fo r  t im e  o r  d em and  d ep o sit , o r  a d m in is te r  t ru s t , o r 

e n g a g e  in  a n y  fo rm  o r  m an n e r  in , o r  in  the  conduct of, a n y  p r iv a te  o r  co m m erc ia l b a n k in g  b u s in e s s , o r  act 

a s  a  s a v in g s  b a n k  o r  s a v in g s  a n d  lo an  a s so c ia t io n , o r



( 3 )  B e  o r  co n st itu te  a  b a n k  o r  t ru s t  com pany  w ith in  the ju r isd ic t io n  o r u n d e r the con tro l o f the  D ep a r t­

m ent o f B a n k in g  and  In su r a n c e  o f th e  S ta te , o r the C o m m iss io n e r  thereo f, o r the  C o m p tro lle r  of the Currency 
o f the  U n ited  S ta te s  o f A m er ica  o r th e  D ep a rtm en t o f th e  T r e a su r y , o r

( 4 )  B e  o r co n st itu te  a  b a n k , b a n k e r  o r  d e a le r  in  se cu r it ie s  w ith in  the  m ean in g  o f o r su b je c t  to  the

p ro v is io n s  o f a n y  se cu r it ie s , s e c u r it ie s  e x ch an g e , o r  se cu r it ie s  d e a le r s  law , o f the  U n ited  S ta te s  o f A m erica

o r o f th e  S ta te  o r o f a n y  o th e r s ta te .

T i n :  1 9 7 0  S E R I E S  A R O A D S

D e s c r ip t io n

T h e  .9 4 6 ,0 0 0 ,0 0 0  1 9 7 0  S c r ie s  A  B o n d s  a re  dated  D ecem ber I , 1 9 7 0  (e x c e p t  a s  o th e rw ise  p ro v id ed  in  the 

R e so lu t io n s  in  the c a se  o f c e r ta in  re g is te re d  1 9 7 0  S e r ie s  A  B o n d s )  and  sh a ll m atu re  on D ecem ber 1 in  the

y e a r s  a n d  p r in c ip a l am o u n ts , a n d  b ea r in te re s t  a t the r a te s  p e r annum  a s  fo llo w s :

Maturity
1’rir.cipa!
Amount

Iuterctt
Kate Maturity

Principal
Amount

Interest
Rate

1971 $ 1 ,7 5 5 , 0 0 0 4  H 7 o 1981 $ 2 ,3 5 0 ,0 0 0 5  %

1 9 7 2 2 ,4 3 0 ,0 0 0 4  H 1 9 8 2 2 ,3 3 5 ,0 0 0 5

19 7 3 2 ,4 7 0 ,0 0 0 4 J 4 1 9 8 3 2 ,3 3 5 ,0 0 0 5

19 7 4 2 ,4 4 0 ,0 0 0 4 H 198 4 2 ,3 3 5 ,0 0 0 5 .1 0

197 5 2 ,3 9 0 ,0 0 0 4 ) 1 19S5 2 ,3 5 0 ,0 0 0 5 2 0

1 9 7 6 2 ,3 9 5 ,0 0 0 4?4 1 9 8 6 2 ,4 0 0 ,0 0 0 5 .3 0

1 9 7 7 2 ,4 0 0 ,0 0 0 5 19S7 2 ,6 9 5 ,0 0 0 5 .4 0

1 9 7 S 2 ,3 8 5 ,0 0 0 5 19SS 2 ,1 4 5 ,0 0 0 5 ) 4
1 9 7 9 2 ,3 8 0 ,0 0 0 5 1 9S 9 1 ,9SO ,000 5 ) 4

1 9S 0 2 ,3 9 0 ,0 0 0 5 1 9 9 0 1 ,5 9 0 ,0 0 0 5 ) 4

T h e  coupon 1 9 7 0  S e r ie s  A  B o n d s  sh a l l  b e a r in te re st from  D ecem ber 1, 1 9 7 0 , p ayab le  sem i-a n n u a lly  

on fu n e  1 and  D ecem ber 1 o f each  y ea r . R e g is te r e d  1 9 7 0  S e r ie s  A  B o n d s  sh a l l  b e a r in te re st from  th e ir  d ate , 

j .vab le  se m i-a n n u a llv  on Ju n e  1 a n d  D ecem ber 1. T h e  1 9 7 0  S e r ie s  A  B o n d s  sh a l l  be is su ed  in  d enom in a tio n s 

o f $ 5 ,0 0 0  in  th e  ca se  o f coupon B o n d s , an d  d en o m in a t io n s o f $ 5 ,0 0 0  o r  a n y  in te g ra l m u lt ip le  thereo f, not e xceed ­

in g  th e  a g g re g a te  p r in c ip a l am o un t o f 1 9 7 0  S e r ie s  A  B o n d s  m a tu r in g  in  the y e a r  of m a tu r ity  o f the B o n d s  fo r 

w h ich  the d eno m in a tio n  i s  to be sp ec ified , in  the  c a se  o f re g is te re d  B o n d s . T h e  p r in c ip a l o r  R ed em p tio n  P r ic e  

of, and  in te re st on , the coupon 1 9 7 0  S c r ie s  A  B o n d s  a rc  p ayab le  at the co rpo rate  t ru s t  o ffices o f the T ru ste e , 

B a n k e r s  T r u s t  C om pany , N ew  Y o rk . N ew  Y o r k  o r at the op tion  o f th e  ho ld e r a t T h e  F i r s t  N at io n a l B a n k  

o f B o sto n . B o sto n . M a ssa c h u se t t s  o r  C h ittend en  T r u s t  C om pany , B u r lin g to n , V erm on t, the ad d it io n a l P a y in g  

A gen ts . T h e  in te re s t  on a ll r e g is te re d  1 9 7 0  S e r ie s  A  B o n d s  an d  the p r in c ip a l o r  R ed em p tio n  P r ic e  o f a ll 

re g is te red  1 9 7 0  S e r ie s  A  B o n d s  an d  o f a l l coupon 1 9 7 0  S e r ie s  A  B o n d s  re g is te re d  a s  to p r in c ip a l sh a ll be 

p ayab le  a t the  co rpo ra te  t r u s t  office o f th e  T ru s te e .

\  R e d e m p t io n

T h e  1 9 7 0  S c r ie s  A  B o n d s  m a tu r in g  on o r  p r io r  to D ecem ber 1, 1 9 8 0  sh a ll not be su b je c t to redem ption . 

T h e  1 9 7 0  S e r ie s  A  B o n d s  m a tu r in g  on and  a fte r  D ecem ber 1. 19S1  sh a l l  be su b je c t to redem ption  on and  a fte r  

D ecem ber 1, 1 9S 0 , a t the op tion  of th e  B a n k ,  in  w ho le  on a n y  date , o r in  p art in  in v e r se  o rder o f m a tu r ity  

and  b y  lo t w ith in  a  m a tu r ity  on a n y  in te re s t  p aym en t date  upon not le s s  th an  th ir ty  ( 3 0 )  n o r m ore  th an  

s ix t y  ( 6 0 )  d a y s ’ p u b lish ed  no tice  a t a  R ed em p tio n  P r ic e  (e x p re s se d  a s  a  p e rcen tage  o f the p r in c ip a l am ount 

o f the 1 9 7 0  S e r ie s  A  B o n d  o r  p o rtio n  th e reo f to be red eem ed ) o f 1 0 0 ) 4 /o p h is  1,4 o f 1 % •  fo r  each  y e a r  o r 

fra c t io n  th e reo f from  the date  o f redem p tion  to the re sp ec tive  m a tu r ity  d a te  fo r su ch  1 9 7 0  S e r ie s  A  B ond , 

p lu s in  each  c a se  in te re st a cc ru ed  to the  redem p tion  date.

T r a n s f e r  a n d  R e g i s t r a t io n

T h e  R e so lu t io n  p ro v id e s  a l l  coupon B o n d s  sh a ll p a s s  by  d e liv e ry , u n le s s  re g is te re d  a s  to p r in c ip a l o ther 

th an  to  h eare r . A n y  coupon B o n d  m ay  be re g is te re d  a s  to p r in c ip a l 011 the books o f the B a n k  a t the co rporate  

tru st office o f the T ru s te e , upon p re sen ta t io n  th e reo f a t sa id  office. A fte r  sa id  re g is t ra t io n  no tr a n s fe r  thereo f 

sh a l l  be v a lid  u n le s s  m ade  on su ch  b ook s by  the  re g is te re d  o w ner in  p e rso n  o r by  h is  a tto rn ey  d u ly  au th o r ized  

in  w r it in g , a n d  s im i la r ly  no ted  on su ch  B o n d ; bu t su ch  B o n d  m ay  be d isc h a rg ed  from  re g is t ra t io n  by  b e in g  in
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l ik e  m an n e r  t r a n s fe r re d  to b e a re r , a f te r  w h ich  it s h a l l  a g a in  becom e tr a n s fe ra b le  by  d e liv e ry . T h e re a fte r , su ch  

B o n d  m ay  a g a in , from  tim e  to  t im e , be re g is te re d  o r  d isc h a rg e d  from  r e g is t r a t io n  in  the sam e  m ann er . R e g is ­

tra t io n  o f a n y  coupon B o n d  a s  to p r in c ip a l, h o w eve r, sh a l l  not a ffec t the n e g o t ia b il ity  by  d e liv e ry  o f the coupon s 

a p p e r ta in in g  to su ch  B o n d , bu t e v e ry  su ch  coupon sh a l l  co n tin u e  to p a s s  by  d e liv e ry  a n d  sh a l l  rem a in  p ayab le  

to b e a re r .

In  a ll c a se s  in  w h ich  the  p r iv i le g e  o f e x c h a n g in g  B o n d s  o r t r a n s f e r r in g  r e g is te re d  B o n d s  is  e x e rc ise d , the 

B a n k  s h a l l  e xe cu te  a n d  the T ru s te e  sh a ll d e liv e r  B o n d s  in  a cco rd an ce  w ith  the p ro v is io n s  o f the R e so lu ­

t io n . I 'o r  e v e ry  su ch  e x c h an g e  o r t r a n s fe r  o f B o n d s , the  B a n k  o r  the T ru s te e  m ay  m ake  a  c h a rg e  su ffic ien t to 

re im b u r se  it  fo r an y  t a x , fee o r  o th e r  g o v e rn m en ta l c h a rg e  r e q u ire d  to  be p a id  w ith  re sp ec t to  su ch  e xch an g e  

o r  t r a n s fe r , w h ic h  su m  o r su m s  sh a ll be p a id  by  the p e rso n  r e q u e s t in g  su c h  e x c h a n g e  o r t r a n s fe r  a s  a  cond it io n  

p reced en t to the e x e r c is e  o f the  p r iv i le g e  o f m ak in g  su ch  e x c h an g e  o r  t r a n s fe r . T h e  co st o f p re p a r in g  each  

n e w  coupon B o n d  o r r e g is te re d  B o n d  upon  each e x c h an g e  o r  t r a n s fe r ,  a n d  a n y  o th e r e x p e n se s  o f the B a n k  

o r the  T ru s te e  in cu rre d  in  connec tio n  th e rew ith  (e x c e p t  an y  ap p lic a b le  t a x ,  fee  o r o th e r  go ve rn m en ta l c h a rg e ) 

s h a l l  be p a id  by  the B a n k  a s  a i: A d m in is t r a t iv e  E x p e n se .

S E C U R IT Y  F O R  T I I E  IJO iN D S

T h e  B a n k  is  o b lig a ted  to p - y  the p r in c ip a l th e reo f a n d  the in te re s t  on the B o n d s  o n ly  from  revenue s or 

fu n d s  o f the B a n k  a n d  the S ta te  is  not o b lig a ted  to  p ay  the p r in c ip a l o r in te re s t  an d  n e ith e r  the  fa ith  an d  

c red it n o r th e  t a x in g  p o w er o f the  S ta te  is  p ledged  to  the  p aym en t o f the  p r in c ip a l o f o r the  in te re s t  on the  

B o n d s . T h e  B o n d s  a re  g e n e ra l o b lig a t io n s  o f the B a n k  and  th e  fu ll fa ith  an d  c red it  o f the B a n k  is  p ledged  

fo r  the p aym en t o f the p r in c ip a l o r R ed em p tio n  I ’r ice  o f an d  in te re s t  o ’ - the  B o n d s . T h e  R e so lu t io n  c rea te s 

a  c o n t in u in g  p led ge  an d  lien  to  se cu re  the  fu ll and  fin a l p aym en t o f the  > r in c ip a l o r R ed em p tio n  P r ic e  of a n d  

in te re s t  on a ll 01 the  B o n d s is su e d  p u r su a n t  to the R e so lu t io n .

T o  se cu re  the  p aym en t o f th e  p r in c ip a l o r R ed em p tio n  P r ic e  o f an d  in te re s t  o n  th e  B o n d s , the  B a n k

p led g e s  an d  a s s ig n s  fo r  the  bene fit o f the  H o ld e r s  o f the B o n d s  a n d  co up o n s a l l  M u n ic ip a l B o n d s  and  

M u n ic ip a l B o n d s  P a y m e n ts . T h e  M u n ic ip a l B o n d s  an d  the M u n ic ip a l B o n d s  P a y m e n ts ,  th e  in v e stm en ts  

th e reo f and  the p ro ceed s o f su ch  in v e s tm en ts , if  a n y , a n d  a l l  fu n d s  an d  a c co u n ts  e s ta b lish e d  by  the  R e so lu t io n  

a r e  p led ged  io r  the p aym en t of th e  p r in c ip a l o r R ed em p tio n  P r ic e  o f a n d  in te re s t  on  the  B o n d s  in  acco rdance  

w ith  the  te rm s a n d  p ro v is io n s  o f the R e so lu t io n . P u r s u a n t  to the  R e so lu t io n  the M u n ic ip a l B o n d s  and  the 

M u n ic ip a l B o n d s  P a y m e n ts  a n d  a ll o thc i m o n ie s an d  s e c u r it ie s  in  the  fu n d s an d  a c co u n ts  e s ta b lish e d  by  an d  

p led ged  un d e r  the R e so lu t io n  sh a ll be su b je c t to the lie n  o f su ch  p led ge .

T h e  A ct p ro v id e s th a t the B a n k  sh a l l  e s ta b lish  an d  m a in ta in  a  sp e c ia l fun d  c a lled  the  V erm on t M u n ic ip a l 

B o n d  B a n k  R e se rv e  F u n d  (th e  “R e se r v e  F u n d ” )  in  w h ic h  th e re  sh a l l  be d ep o s ite d :

( i )  A ll m oney s ro p ria ted  by  the S ta te  fo r  the  p u rp o se  o f th e  F u n d ;

(H )  A ll p roceed s o f B o n d s  req u ire d  to be d epo sited  th e re in  by  te rm s  o f a n y  co n trac t be tw een  the

B a n k  an d  it s  B o n d h o ld e rs  o r a n y  re so lu t io n  o f the  B a n k  w ith  re sp ec t to th e  p ro ceed s o f B o n d s ; and

( i i i )  A n y  o the r m oney s o r fu n d s o f the B a n k  w h ic h  it d e te rm in e s  to d ep o sit  th e re in .

M o n ey s  in  th e  R e se rv e  F u n d  sh a l l  be he ld  a n d  ap p lied  so le ly  to  the  p aym en t o f the  in te re s t  on and

p r in c ip a l o f B o n d s  o f the B a n k  a s  they  becom e d ue  an d  p ay ab le  an d  fo r th e  re t irem en t o f B o n d s . M oney  

m ay  not be w ith d ra w n  i f  it red u ce s  the  am oun t in  the  R e se r v e  F u n d  to a n  am oun t le s s  th a n  the  R eq u ired  

D eb t S e rv ic e  R e se rv e , a s  d e fin ed  in  the R e so lu t io n , e xcep t fo r p aym en t o f in te re s t  th en  due  an d  p ayab le  011 
B o n d s  an d  the p r in c ip a l o f B o n d s  then  m a tu r in g  and  p ay ab le  an d  fo r the  re t irem en t o f B o n d s  in  acco rdance  

w ith  th e  te rm s o f a n y  con trac t b e tw een  the B a n k  a n d  it s  B o n d h o ld e rs  a n d  fo r w h ic h  p aym en ts  o th e r  m oney s 

o f th e  B a n k  a r e  not th en  a v a ila b le .

Se c t io n  4 6 / 5  o f the  A ct fu r th e r  p ro v id e s  th a t in  o rd e r to  a s s u r e  th e  m a in te n an ce  o f the  R e q u ire d  D eb t 

S e rv ic e  R e se rv e  in  the  R e se rv e  F u n d , th e re  sh a ll be ap p ro p r ia ted  a n n u a lly  an d  p a id  to  th e  B a n k  fo r depo sit 

in  the F u n d , su ch  su m  a s  sh a ll he ce rt if ied  by the C h a irm a n  o f the B a n k  to  th e  G o v e rn o r  o r  to  the  G o ve rn o r - 

e lec t, a s  i s  n e c e s sa ry  to re sto re  th e  F u n d  to  an  am o un t equ a l to the  R e q u ir e d  D eb t S e r v ic e  R e se rv e . T h e
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C h a irm an  sh a l l  a n n u a lly , on o r  b c v .  • b ru a ry  1 , m ak e  and  d e liv e r  to th e  G o v e rn o r  o r  to  the  G o ve rn o r -e le c t , 

h is  c e r t if ic a te  s ta t in g  the su m  req u ired  to re sto re  the F u n d  to the am o u n t a fo re sa id , a n d  the su m  so  c e r t if ie d  

sh a ll be ap p ro p ria ted  and  p a id  to the  B a n k  d u r in g  the  th en  cu rren t S ta te  f isc a l y e a r .

W h ile  the 1 9 7 0  S e r ie s  A  B o n d s  and  the a fo re sa id  p ro v is io n s  o f  the  A ct do  no t c o n st itu te  a  le g a l ly  

en fo rceab le  o b lig a t io n  upon  the  S ta te  o f V erm on t n o r  c rea te  a  debt on b eh a lf o f th e  S ta te , B o n d  C o u n se l i s  

o f the o p in io n  th a t th e  S ta te  o f V erm on t, by  i t s  G ene ra l A ssem b ly , i s  le g a lly  a u th o r iz e d , b u t n o t le g a l ly  

o b lig a ted , to  ap p ro p r ia te  a n n u a lly  su ch  sum  a s  sh a ll h a v e  been ce rt if ied  by  th e  C h a irm a n  o f the  B a n k  to  th e  

G o ve rn o r  o r  the  G o ve rno r-e le c t a s  i s  n e c e ssa ry  to re sto re  the  R e se r v e  F u n d  to  a n  am o u n t e q u a l to  th e - 

R e q u ired  D eb t S e rv ic e  R e se rv e , an d  upon the m ak in g  o f su ch  a p p ro p r ia t io n s  in  acco rd an ce  w ith  th e  A c t 

th e re  sh a l l  be p a id  to the B a n k  fo r d ep o sit in  the R e se rv e  F u n d  the  am o u n ts  ap p ro p r ia ted .

LO A N  A G R E E M E N T S  A N I) M U N IC IP A L  B O N D S  P A Y M E N T S

T h e  L o a n  A greem en t u n d e r  w h ic h  a  L o a n  i s  to  be m ade  to  a  M u n ic ip a lity  sh a l l  co m p ly  w ith  certain 
te rm s an d  co n d it io n s , in c lu d in g  the  fo llo w in g :

( a )  T h e  M u n ic ip a lity  w h ic h  i s  a  p a r ty  to su ch  L o a n  A greem en t m u st  b e  a  G o ve rn m en ta l U n it  a s  

de fined  by  the  A ct and  the L o a n  A greem en t m u st be execu ted  in  acco rdance  w ith  e x i s t in g  l a w s ;

( b )  T h e  M u n ic ip a lity , p r io r  to o r s im u lta n e o u s ly  w ith  th e  is su a n c e  o f B o n d s  o f th e  B a n k  is su e d  to  

m ake  a  L o a n  to the  M u n ic ip a lity , sh a ll is su e  M u n ic ip a l B o n d s  w h ic h  a re  v a lid  g e n e ra l o b lig a t io n s  o f th e  

M u n ic ip a l it y ;

( c )  T h e  M u n ic ip a l B o n d s  In te re s t  P a y m e n ts  to be m ad e  b y  the  M u n ic ip a lity  u n d e r  su ch  L o a n  A g re e ­

m ent sh a ll be no t le s s  th an  th e  ra te  o r r a te s  the  E an lc  i s  req u ired  to  p a y  c n  th e  B o n d s  is su e d  b y  the  B a n k  

to o b ta in  the  fu n d s from  w! ic h  su ch  L o a n  i s  m ade an d  sh a ll be sch ed u led  by  th e  B a n k  in  su ch  m an n e r  a n d  

a t su ch  t im e s  (n o tw ith s ta  id in g  th e  d a te s o f p aym en t a s  sta ted  in  th e  M u n ic ip a l B o n d s )  a s  to  p ro v id e "  

fu n d s  su ff ic ien t to p ay  in te .e s t  on the M u n ic ip a lity ’s  L o an  O b lig a t io n s  a s  the  sam e  becom e d u e ;

( d )  T h e  M u n ic ip a l Be. id s  P r in c ip a l P a y m e n ts  to be m ade b y  the M u n ic ip a l it y  u n d e r  su c h  L o a n  

A greem en t sh a ll be schedu lec  b v  the B a n k  in  su ch  m an n e r  and  a t su ch  t im e s  (n o tw ith s t a n d in g  th e  d a te s 

o f p aym en t a s  s ta ted  in  th e  M u n ic ip a l B o n d s )  a s  to p ro v id e  fu n d s  su ff ic ie n t to p a y  th e  p r in c ip a l o f th e  

M u n ic ip a lity ’s  L o a n  O b lig a t io n s  a s  the sam e  m a tu re ;

( e )  T h e  M u n ic ip a lity  sh a ll be ob lig a ted  to  p a y  F e e s  an d  C h a rg e s  to th e  B a n k  a t th e  t im e s  a n d  in  th e  

am o u n ts  w h ich  w i l l  en ab le  the  B a n k  to p ay  th e  ‘‘F e e s  and  C h a rg e s” sp ec ified  b e lo w ;

( f )  T h e  M u n ic ip a lity  sh a ll be o b lig a ted  to m ake  the M u n ic ip a l B o n d s  P r in c ip a l  P a y m e n t s  sc h ed u led  

h v  the  B a n k  on an  a n n u a l b a s is  a n d  sh a ll be o b lig a ted  to m ake  the  M u n ic ip a l B o n d s  In te r e s t  P a y m e n t s  

sch ed u led  by  the B a n k  and  to p ay  the  F e e s  an d  C h a rg e s  im po sed  by  the B a n k  on  a  se m i-a n n u a l b a s i s ;  a n d

( g )  T h e  L o a n  A greem en t p ro h ib it s  the  s a le  o r  redem ption  o f M u n ic ip a l B o n d s  e x cep t u n d e r  c e r ta in  

co n d it io n s  ( s u m m a r iz e d  h e re in a fte r  u n d e r  the h ead in g  “ S a le  o f M u n ic ip a l B o n d s  b y  B a n k ” ) an d  s ta te s  

th a ; 110 sa le  o r redem p tion  o f M u n ic ip a l B o n d s  sh a ll be  e ffected  w ith o u t the p r io r  w r it te n  a g re em en t a n d  

con sen t o f th e  p a r t ie s  to  th e  L o a n  A greem en t.

F E E S  A N D  C H A R G E S

T h e  B a n k  i s  au th o r ize d  in  connection  w ith  the m a k in g  o f L o a n s , to e s ta b lish , m ake , m a in ta in  a n d  c h a rg e  

su ch  F e e s  a n d  C h a rg e s  to  each  M u n ic ip a lity  to  w h ich  a  L o an  i s  m ade , an d  sh a ll from  t im e  to t im e  r e v ise  

su ch  F e e s  and  C h a rg e s  w h en ev e r  n e c e ssa ry , so  th a t su ch  F e e s  and  C h a rg e s  a c tu a lly  co lle c ted  from  each  su c h  

M u n ic ip a lity  w i l l  a t a l l t im e s  p roduce  m o n ie s w h ic h , to ge th er w ith  su ch  M u n ic ip a l it y 's  A llo c a b le  P ro p o r t io n  o f 

o th e r m o n ie s a v a ila b le  u n d e r  the  p ro v is io n s  of the  R e so lu t io n  a n d  o ther m o n ie s a v a ila b le  th e re fo r , in c lu d in g  

a n y  g r a n t s  m ade b y  the  U n ite d  S ta te s  o f A m e r ic a  o r a n y  agen cy  o r in s t ru m e n ta lity  th e reo f o r  b y  th e  S ta te  o r  

a n y  a gen cy  o r in s t ru m e n ta lity  th e reo f, w i l l  be at le a s t  su f f ic ie n t :

( a )  T o  p ay , a s  the  sam e  becom e due, the M u n ic ip a lity ’s  A llo cab le  P ro p o r t io n  o f the  A d m in is t r a t iv e  

E x p e n s e s  o f the  B a n k ; and

( b )  T o  p ay , a s  th e  sam e  becom e due, the M u n ic ip a lity ’s  A llo cab le  P ro p o r t io n  o f th e  fe e s  a n d  

e x p e n se s  o f th e  T ru s te e  an d  P a y in g  A gen ts .



A P P L IC A T IO N  O F  1 9 7 0  S E R I E S  A B O N D  P R O C E E D S

E a c h  S e r ie s  R e so lu t io n  a u th o r iz in g  the is su a n c e  of a  S e r ie s  o f B o n d s  i s  req u ired  to sp e c ify  the  p u rp o se s 

fo r  w h ich  su ch  S e r ie s  o f B o n d s a r e  b e in g  is su ed  and  to p ro v id e  fo r the d isp o s it io n  o f the p ro ceed s thereo f. 

P u rp o se s  fo r  w h ic h  B o n d s  m ay  be is su ed  a re  ( i )  the e stab lish m en t o f o r th e  c re d it in g  of m o n ie s to L o an  

A ccoun ts, ( i i )  p aym en ts in to  the In te r e s t  A ccoun t and  th e  O p e ra t in g  A ccoun t o r  e ither o f su ch  acco u n ts , ( i i i )  

p aym en ts in to  the R e se rv e  F u n d  o f an y  am o un ts req u ired  to be p a id  the re to  in  o rder to  e s ta b lish  the R e se rv e  

F u n d  in a n  am oun t a t le a s t  equ a l to the  R eq u ired  D eb t S e rv ic e  R e se rv e  o r su ch  la rg e r  am oun t a s  th e  B a n k  

s h a l l  d e term in e , ( i v )  the fu n d in g  o f N o te s the re to fo re  is su e d  bv  the B a n k  to p ro v id e  fu n d s to m ake  L o a n s , and  

( v )  the red em p tio n  o f B o n d s  and  re la ted  p u rp o se s .

T h e  p ro ceed s o f sa le  o f the 1 9 7 0  S e r ie s  A  B o n d s , in c lu d in g  the p rem ium  to be rece ived  thereon  (b u t  

e x c lu s iv e  o f a ccru ed  in te re s t  w h ich  sh a ll be d epo sited  in  the In te re s t  A c c o u n t ) ,  sh a ll be u sed  an d  ap p lied  a s

f o l lo w s :

F o r  c re d it in g  L o an  A cco u n ts , an  am oun t equ a l to L o an  O b l ig a t io n s ...............................................  $ 4 1 ,2 3 0 ,0 0 0

F o r  d ep o sit in  the  R e se rv e  F u n d , an  am oun t equa l to  R e se rv e  Fu n d  O b l ig a t io n s ....................... 4 ,7 7 0 ,0 0 0

P r in c ip a l am oun t o f the 1 9 7 0  S c r ie s  A  B o n d s ........................................................................................... $ 4 6 ,0 0 0 ,0 0 0

F o r  d epo sit in  th e  O p e ra t in g  A ccoun t to p ro v id e  for the p aym en t o f f in a n c in g  and  m isc e lla ­

n eou s co sts , th e  to ta l am o un t o f the p rem ium  rece ived  on the 1 9 7 0  S e r ie s  A  B o n d s   1 5 1 ,5 0 0

T o ta l p ro ceed s e x c lu s iv e  o f accrued  in te re st ........................................................................ $ 4 6 ,1 5 1 ,5 0 0

T h e  d ep o sit  in  the R e se rv e  F u n d  i s  a p p ro x im a te ly  1 1 0 %  o f the  m ax im u m  am oun t o f p r in c ip a l and  in te re st 

m a tu r in g  an d  becom ing  due in  a n y  su c c e ed in g  ca lend a r y e a r  rounded  to the  n e x t h ig h e st in te g ra l m u lt ip le  of 

$ 5 ,0 0 0  on a ll L o an  O b lig a t io n s .

A  lis t  o f tho se  M u n ic ip a lit ie s  w h ic h  h ave  e xecu ted  L o an  A greem en ts r e la t in g  to  the 1 9 7 0  S e r ie s  A  B o n d s , 

and  th e  M u n ic ip a l B o n d s  o f each  so ld  to the  B a n k  i s  in c luded  a s  A p p en d ix  B  to  th is  O ffic ia l S ta tem en t. T h a t 

p o rtio n  o f th e  to ta l p r in c ip a l am o un t o f 1 9 7 0  S e r ie s  A  B o n d s  r e p re se n t in g  L o a n  O b lig a t io n s  ( s u c h  po rtion  

e q u a ls  the a g g re g a te  o f the M u n ic ip a l B ond . )  and  th a t po rtio n  r e p re se n t in g  1 9 7 0  S e r ie s  A  B o n d s  is su e d  to 

p ro v id e  fu n d s for the R e se rv e  F u n d  a re  se p a ra te ly  deta iled  a s  A p p en d ix  C  hereto .

F U N D S  A N D  A C C O U N T S

L o a n  A ccou n ts a re  e stab lish ed  w ith  a n d  he ld  by  the T ru s te e . U pon  the  is su a n c e  o f e ach  S e r ie s  o f B o n d s , 

the  B a n k  is  req u ired  to c red it to each  L o a n  A ccount the am oun t o f th e  p ro ceed s d e r iv ed  from  the sa le  o f su ch  

S e r ie s  o f B o n d s  a s  sh a ll be a llo ca ted  in  the  S e r ie s  R e so lu t io n  to su ch  L o a n  A ccoun t. M o n ie s c red ited  to a  L o an  

A ccoun t sh a ll be u sed  by  the B a n k  o n ly  fo r the pu rpo se  o f m ak in g  a L o a n  to the M u n ic ip a lity  to  w h ich  the 

L o a n  A ccount re la te s . P a y m e n ts  from  L o a n  A cco u n ts to M u n ic ip a lit ie s  a re  m ade  by  the  T ru s te e  upon re q u is it io n  

o f the  B a n k . T h e  m o n ie s c red ited  to each  L o a n  A ccount, in c lu d in g  a l l  o b lig a t io n s  he ld  a s  in v e s tm en ts  th e reo f 

a n d  th e  p roceed s o f su ch  in v e s tm en ts , sh a l l  be h e ld  in  t ru s t  an d  ap p lied  o n ly  to the  m a k in g  ol' a  L o a n  to  the 

M u n ic ip a lity  to  w h ich  su ch  L o a n  A ccoun t re la te s , and  a re  a s s ig n e d  to an d  p led ged  to the T ru s te e , p e n d in g  such  

ap p lic a t io n , fo r  the  bene fit o f th e  H o ld e r s  o f the  B o n d s of the  S e r ie s  from  w h ic h  su ch  m o n ie s w ere  d e r iv ed  and  

fo r  the se cu r ity  o f the p aym en t o f the p r in c ip a l o r R edem p tio n  P r ic e  o f and  in te re s t  on  su c h  B o n d s , an d  sh a ll 

a t  a l l t im e s be su b je c t to  the lie n  of su c h  a s s ig n m e n t and  p led ge  u n t il p a id  o u t an d  tr a n s fe r r e d  a s  p ro v id ed  in  

th e  R e so lu t io n . *

I n  ad d it io n  to the L o a n  A cco u n ts  h e re in abo ve  d e scr ib ed , the R e so lu t io n  e s ta b lish e s  the fo llo w in g  sp e c ia l 

F u n d s  an d  A c co u n ts :

( 1 )  G ene ra l F u n d — h e ld  by  th e  T ru s te e  and  com prised  o f t h e :

( a )  G en e ra l A ccoun t

( b )  O p e ra t in g  A ccount

( c )  In te re s t  A ccoun t

( d )  P r in c ip a l A ccoun t

( e )  R edem p tio n  A ccoun t

( 2 )  R e se rv e  F u n d — h e ld  b y  th e  T ru s te e



G e n e r a l  A c co u n t

T h e  R e so lu t io n  p ro v id e s  fo r th e  d ep o sit to the  G enera l A ccoun t o f :  ( i )  a n y  incom e o r in te re s t  e a rn ed  by  

the  R e se r v e  F u n d  due to th e  in v e stm en t th e reo f (p ro v id ed  a  t r a n s fe r  w ill no t redu ce  the am oun t o f the R e se rv e  

F u n d  be low  1 1 0 %  o f the R e q u ir e d  D eb t S e rv ic e  R e s e r v e ) ;  ( i i )  th e  b a lan ce  of m o n ie s r e m a in in g  in  the 

R ed em p tio n  A ccoun t w hen  the  T ru s te e  i s  ab le  to p u rch a se  p r in c ip a l am o u n ts o f B o n d s  a t a  p u rc h a se  p r ic e  le s s  

th an  the su m  of an  am oun t equa l to  the p ro ceed s from  the  sa le  o r redem ption  o f M u n ic ip a l B o n d s ;  an d  ( i i i )  

the e x c e s s  o f p ro ceed s r e su lt in g  fro m  a  M u n ic ip a lity ’s  redem ption  o i it s  M u n ic ip a l B o n d s .

T h e  R e so lu t io n  p ro v id e s  fo r  th e  fo llo w in g  w ith d ra w a ls  to be m ade from  the  G enera l A ccoun t, fo r  the 

fo llo w in g  p u r p o se s :

1. On o r  be fo re each  in te re s t  p aym en t date o f the B o n d s , th e  T ru s te e  sh a ll w ith d ra w  fro m  the 

G enera l A ccoun t and  depo sit in  the In te r e s t  A ccoun t an  am oun t w h ich , w h en  added  to the  am o u n t then  

on d ep o sit in  the  In te re s t  A ccoun t a n d  d e r iv ed  from  so u rce s o the r th a n  M u n ic ip a l B o n d s  In te r e s t  P a y ­

m en ts , w i l l  on su ch  in te re s t  p aym en t date , be equ a l to the in sta llm en t o f in te re s t  then  b ecom in g  due  on  the 

B o n d s re p re se n t in g  the R e se r v e  F u n d  O b lig a t io n s .

2 . A fte r  p ro v id in g  fo r the  p aym en t to th e  In te re s t  A ccount an d  on o r be fo re  each in te re st p aym en t 

d ate , the  T ru s te e  sh a ll w ith d ra w  fro m  the G enera l A ccoun t and  d ep o sit in  the O p e ra t in g  A ccoun t the  

a g g re g a te  of th e  am o u n ts req u is it io n ed  by  the B a n k  a s  o f su ch  in te re s t  p aym en t d a te  fo r  th e  s ix  m onth  

period  to and  in c lu d in g  th e  n e x t  su c ceed in g  in te re s t  p aym en t date, fo r the  p u rp o se s  o f p a y in g  the  e st im a ted  

A d m in is t r a t iv e  E x p e n se s  o f th e  B a n k  due  and  to become due d u r in g  su ch  s i x  m on th  p e rio d , and  to  p ay  

the  fees an d  e xp e n se s  o f the  T ru s te e  a n d  P a y in g  A gen ts then  due  and  to  becom e due d u r in g  su ch  s ix  m on th  

period .

3 . A fte r  p ro v id in g  fo r  the  a fo rem en tio n ed  w ith d ra w a ls  an d  a s  o f th e  la s t  d ay  o f each  F is c a l  Y e a r ,  the 

T ru s te e  sh a ll w ith d ra w  from  th e  b a lan ce  o f th e  m on ies so  rem a in in g  in  the G ene ra l A ccoun t and  d ep o sit 

to  the c red it  o f th e  R e se rv e  F u n d  su ch  am oun t (o r  the  b a lance  o f the m o n ie s so  rem a in in g  in  th e  G ene ra l 

A ccoun t i f  le s s  th an  th e  re q u ire d  a m o u n t ) a s  sh a ll be req u ired  to b r in g  the  R e se rv e  F u n d  up to  the 

R e q u ire d  D eb t S e rv ic e  R e se rv e .

4 . A fte r  p ro v id in g  fo r  a ll a fo rem en tio n ed  p aym en ts req u ired  to h a v e  been  m ade  d u r in g  each F i s c a l  

Y e a r  and  a s  of th e  la s t  d ay  o f each  F i s c a l  Y e a r  the T ru s te e  sh a ll w ith d ra w  from  the  G ene ra l A ccoun t and  

p ay  to the  B a n k  fo r  a n y  o f it s  la w fu l ly  au th o r ize d  p u rp o se s the  b a lan ce  o f th e  m on ie s rem a in in g  in  the 

G enera l A ccoun t, p ro v id ed , h o w eve r , th a t the B a n k , in  it s  ab so lu te  d isc re t io n  m ay  d irec t th e  T ru s te e  to 

d epo sit a n y  o r a l l o f su ch  b a lan ce  to be w ith d ra w n  from  the  G enera l A ccoun t to the c red it o f the  R ed em p ­

t io n  A ccoun t and  the  p aym en t to the B a n k  o f su ch  b a lan ce  sh a ll be reduced  a c co rd in g ly .

O p e r a t in g  A c co u n t

T h e  R e so lu t io n  p ro v id e s th a t a ll F e e s  and  C h a rg e s  rece ived  by  the T ru s te e  sh a ll be d epo sited  upon  

rece ip t in  the O p e ra t in g  A ccoun t. S u ch  F e e s  an d  C h a rg e s  co llected  from  M u n ic ip a lit ie s  s h a l l  be u sed , to ge th e r 

w ith :  ( i )  the d ep o s its  m ade to the  O p e ra t in g  A ccount from  th e  G enera l A ccoun t a s  d e sc r ib ed  h e re in b e fo re ; a n d

( i i )  a n y  o ther m on ie s w h ich  m ay  be m ade  a v a ila b le  to the B a n k  fo r the p u rp o se s  o f the O p e ra t in g  A ccoun t 

from  a n y  sou rce  o r so u rce s , in c lu d in g  the  am o un t rece ived  a s  a  p rem ium  o ver the p r in c ip a l am o un t o f a  S e r ie s  

o f B o n d s , to p a y :  ( i )  A d m in is t r a t iv e  E x p e n se s  o f th e  B a n k  and  the  fees an d  e x p e n se s  o f the T ru s te e  an d  

P a y in g  A ge n ts , and  ( i i )  f in a n c in g  c o st s  w ith  respect to  a  S e r ie s  o f B o n d s . M o n ie s  a t a n y  tim e he ld  fo r the 

c red it o f the O p e ra t in g  A ccoun t sh a ll be u sed  fo r and  app lied  so le ly  to such  p u rp o se s . T h e  R e so lu t io n  fu r th e r  

p ro v id e s that p a ym en ts  from  the  O p e ra t in g  A ccoun t sh a l l  be m ade by  the T ru s te e  upon  rece ip t o f a  r e q u is it io n , 

s ig n ed  b y  an A u th o r ize d  O fficer, d e sc r ib in g  each  p aym en t an d  sp e c ify in g  th a t each  itern i s  a  p ro p e r  c h a rg e  

a g a in s t  th e  m o n ie s in  th e  O p e ra t in g  A ccoun t.

I n t e r e s t  A c c o u n t  a n d  P r i n c i p a l  A c c o u n t

T h e  R e so lu t io n  p ro v id e s d ie  T r r ’r: sh a ll c red it to the In te r e s t  A ccoun t su ch  p o rtio n  o f th e

M u n ic ip a l B o n d s  P a y m e n ts  a s  sh a l l  rep re sen t M u n ic ip a l B o n d s  In te re s t  P a y m e n t s , an d  to th e  P r in c ip a l 

A ccount su ch  po rtio n  o f the M u n ic ip a l B o n d s  P a y m e n ts  a s  sh a l l  rep re sen t M u n ic ip a l B o n d s  P r in c ip a l P a y m e n ts .

G E N E R A L  F U N D



I n  ad d it io n , th e re  sh a l l  be tr a n s fe r re d  a s  above  p ro v id ed  from  the G en e ra l A ccoun t and  d epo sited  to  the 

In te r e s t  A ccoun t a n  am o un t eq u a l to th e  in s ta llm e n t  o f in te re s t  on the  B o n d s  re p re se n t in g  the R e se rv e  

F u n d  O b lig a t io n s th en  fa l l in g  d u e ; and  a s  p ro v id ed  h e rea fte r , th e  T ru s te e  sh a l l  t r a n s fe r  from  the R e se rv e  

F u n d  to th e  P r in c ip a l  A ccoun t, on  o r be fo re th e  p r in c ip a l p aym en t d a te  o f th e  B o n d s , a n  am oun t equa l 

to  th e  p r in c ip a l am oun t o f the B o n d s  re p re se n t in g  R e se rv e  F u n d  O b lig a t io n s  f a l l in g  due  on the ap p lic ab le  

p r in c ip a l p aym en t d a te . I n  ad d it io n  to  the  p reced in g , acc ru ed  in te re s t  re ce ived  fro m  th e  p roceed s o f the  sa le  

o f B o n d s  sh a l l  be d epo sited  to the  In te r e s t  A cco u n t; a n d  the  p ro po rtio n a te  sh a re  o f in te re s t  am o un t and  

p r in c ip a l am oun t from  R e fu n d in g  B o n d  p ro ceed s o f a  R e fu n d in g  I s s u e  sh a ll be d epo sited  to the  ap p ro p ria te  

A ccoun t. T h e  m o n ie s in  th e  In te r e s t  A ccoun t a n d  the  P r in c ip a l A ccoun t sh a ll b e  u sed  so le ly  fo r  the p u rp o se s  

o f p a y in g  th e  p r in c ip a l o f a n d  in te re s t  on th e  B o n d s .

T h e  R e so lu t io n  fu r th e r  p ro v id e s  th a t in  the e ven t th e re  sh a ll be , on a n y  in te re s t  p aym en t d a te , a  d e fic iency  

in  th e  In te r e s t  A ccoun t, o r, in  the e ven t th e re  sh a l l  be, on an y  p r in c ip a l p aym en t date , a  d e fic iency  in  th e  P r in ­

c ip a l A ccoun t, the  T ru s te e  sh a l l  m ak e  up  su ch  d e fic ien c ie s fro m  th e  R e se rv e  F u n d  by  th e  w ith d ra w a l o f m on ie s 

th e re fro m  fo r  th a t p u rp o se .

R e d e m p t io n  A c c o u n t

T h e  R e so lu t io n  p ro v id e s  th a t th e  T n is t e e  sh a ll e s ta b lish  in  the R edem p tio n  A ccoun t a  sep ara te  sub -accoun t 

fo r  th e  B o n d s  o f e ach  S e r ie s  o u ts ta n d in g . M o n ie s he ld  in  each  su c h  se p a ra te  su b -a c co u n t by  th e  T ru s te e  sh a ll 

be ap p lied  to  the p u rc h a se  o r  re t irem en t o f the B o n d s  o f the S e r ie s  in  re sp ec t o f w h ic h  su ch  sub -accoun t 

w a s  c rea ted . M o n ie s  fo r  th e  redem ption  o f B o n d s  m ay  be d epo sited  in  the  R ed em p tio n  A ccoun t fro m  the 

G en e ra l A ccoun t a t the d ire c t io n  o f the B a n k  a s  p rov id ed  above  in  p a rag rap h  4 , under the cap tion  “ G enera l 

A cco u n t”, a n d  if , a t  a n y  t im e  upon the p aym en t o r re tirem en t o f B o n d s  a t m a tu r ity  o r  upon the p u rch a se  

o r red em p tio n  o f B o n d s , th e  m o n ie s a n d  se cu r it ie s  in  the R e se rv e  F u n d  a re  in  e x c e s s  o f 1 1 0 %  o f the R eq u ired  

D eb t S e rv ic e  R e se rv e  and  th e  u se  o r  t r a n s fe r  o f su ch  e x c e s s  is  no t o th e rw ise  p ro v id ed  fo r  in  th e  R e so lu t io n , 

the T ru s te e , upon  the  req u e st o f th e  B a n k , s h a l l  t r a n s fe r  su ch  e x c e s s  to  the  ap p lic ab le  su b -acco un t in  the 

R ed em p tio n  A ccoun t. In  the  even t M u n ic ip a l B o n d s  o r o th e r o b lig a t io n s  s e c u r in g  a  L o a n  sh a ll be so ld  b y  the 

B a n k  in  acco rd ance  w ith  the  te rm s o f the ap p lic ab le  L o an  A greem en t, o r  redeem ed by  the  M u n ic ip a lity , the 

B a n k  sh a ll d epo sit the  p ro ceed s from  su ch  sa le  o r redem p tion , excep t an  am oun t th e reo f equ a l to the  co st  and  

e xp en se s  of the  B a n k  in  e ffe c tu a t in g  the  redem p tion  o f the B o n d s  to be redeem ed  upon su c h  sa le  bv the  B a n k  

o r  redem p tion  by  th e  M u n ic ip a lity , in to  the  ap p lic ab le  sub -accoun t in  the R ed em p tio n  A cco u n t; an d  the T ru s te e  

fu r th e r  sh a ll ,  in  connection  w ith  each  su ch  e ven t, w ith d raw  from  the R e se r v e  F u n d  and  d ep o sit in  the ap p licab le  

su b -acco un t in  the R ed em p tio n  A ccoun t an  am oun t o f m o n ie s  eq u a l to the  am o u n t o f th e  reduction  o f the 

R e q u ir e d  D eb t S e rv ic e  R e se rv e  w h ich  w o u ld  re su lt  upon th e  redem ption  o f su ch  B o n d s  upon  the n e x t su cceed ­

in g  red em p tio n  date.

I f  a t a n y  t im e  th e  m o n ie s on d ep o sit to the c red it o f th e  R e se rv e  F u n d , o r the  in v e stm en ts  the reo f, a re  

le s s  th a n  the  R e q u ir e d  D eb t S e rv ic e  R e se rv e , and  there  a re  then  m o n ie s on d ep o sit in  a n y  sub -accoun t in  the 

R ed em p tio n  A ccoun t r e s u lt in g  from  m o n ie s c red ited  th e re to  from  the G ene ra l A ccoun t a t th e  d irec tio n  of 

th e  B a n k  o r from  e x c e s s  m o ney s w h ic h  h a v e  been  p re v io u s ly  t r a n s fe r re d  from  the  R e se rv e  F u n d  to  the 

R ed em p tio n  A ccoun t r e su lt in g  from  the re t irem en t of B o n d s , th e re  s h a l l  b e  d epo sited  to  the cred it o f the 

R e se rv e  F u n d  an  am o u n t su ff ic ien t ( o r  a l l  o f the m o n ie s in  s a id  su b -a c co u n ts  i f  le s s  th an  th e  am o u n ts su ff ic ie n t ) 

to  m ake  up su ch  d e fic iency .

R E S E R V E  F U N D

T h e  R e se rv e  F u n d  sh a ll be  he ld  by  the  T ru s te e . T h e  B a n k  sh a ll p ay  in to  the R e se rv e  F u n d : ( i )  su ch  po r­

t io n  o f the  m o n ie s ap p ro p r ia ted  and  m ade a v a ila b le  b y  the S ta te  an d  p a id  to the B a n k  fo r  the p u rp o se s o f the 

R e se rv e  F u n d  ( i i )  a l l m o n ie s  p a id  to  the  B a n k  p u r su a n t  to S e c t io n  4 6 7 5  o f th e  A ct fo r  the  pu rp o se  o f r e s to r in g  

th e  R e se rv e  F u n d  to th e  am o un t o f th e  R e q u ire d  D eb t S e rv ic e  R e s e r v e ;  ( i i i )  su ch  p o rtio n  of the  p ro ceed s of 

th e  s a le  o f B o n d s , i f  a n y , a s  s h a l l  be p ro v id ed  by  the  S e r ie s  R e so lu t io n  a u th o r iz in g  the is su a n c e  th e reo f; ( i v )  

su ch  p o rtio n  o f the p ro ceed s o f the  s a le  o f N o te s , i f  an y , a s  sh a l l  be p ro v id ed  b y  the  re so lu t io n  o f the  B a n k  

a u th o r iz in g  th e  is su a n c e  th e r e o f ; an d  ( v )  a n y  o th e r m o n ie s w h ic h  m ay  be m ade  a v a ila b le  to  the  B a n k  fo r  the 

p u rp o se s  o f th e  R e se rv e  F u n d  from  a n y  o th e r  so u rce  o r so u rce s . T h e  T ru s te e  s h a l l  d ep o sit in  and  c re d it  to 

th e  R e se r v e  F u n d  a ll m o n ie s t r a n s fe r re d  from  th e  G ene ra l A ccoun t a n d  a ll m o n ie s  t r a n s fe r r e d  from  the 

R ed em p tio n  A ccoun t a s  abo ve  p ro v id ed . 10



M o n ie s and  s e c u r it ie s  h e ld  fo r  the c red it  o f th e  R e se rv e  F u n d  sh a ll be t r a n s fe r r e d  by  the  T ru s te e  to  the 
In te r e s t  A ccoun t a n d  P r in c ip a l  A ccoun t a t the t im e s  and  in  the am o u n ts  req u ired  in  th e  even t th e re  sh a l l  be , 

on a n y  in te re s t  p a ym en t d a te , a  d e fic ien cy  in  the  In te r e s t  A ccoun t, o r, in  th e  e ven t th e re  s h a l l  be, on  a n y  

p r in c ip a l p aym en t d a te , a  d e fic ien cy  in  th e  P r in c ip a l  A ccoun t.

O n o r befo re th e  p r in c ip a l p aym en t d a te  o f th e  B o n d s , the  T ru s te e  sh a ll t r a n s fe r  fro m  the  R e se rv e  F u n d  

to  the  P r in c ip a l A cco u n t a n  am o u n t equ a l to  the  p r in c ip a l am o u n t o f th e  B o n d s  re p re sen t in g  R e se r v e  F u n d  

O b lig a t io n s f a l l in g  d ue  on su ch  p r in c ip a l p aym en t date. A ny  incom e o r  in te re s t  e a rn ed  b y  the R e se rv e  

F u n d  due to the in v e stm en t th e reo f sh a ll be t r a n s fe r re d  b y  th e  T ru s te e  p ro m p tly  to  th e  G ene ra l A ccoun t, bu t 

o n ly  to the e x ten t th a t a n y  su ch  t r a n s fe r  w i l l  not reduce  th e  am oun t of th e  R e se r v e  F u n d  be low  1 1 0 %  of the 

R e q u ired  D eb t S e rv ic e  R e se r v e . I f ,  a t  a n y  t im e  upon  the p aym en t o r  re t irem en t o f B o n d s  a t  m a tu r ity  o r  upon 

p u rch a se  or red em p tio n s, the m o n ie s and  se c u r it ie s  in  the R e se r v e  F u n d  a r e  in  e x c e s s  o f 1 1 0 %  o f the R eq u ired  

D eb t S e rv ic e  R e se rv e , and  th e  u se  o r  t r a n s fe r  of su ch  e x c e s s  i s  n o t o th e rw ise  p ro v id ed  fo r  in  th e  R e so lu t io n , 

the T ru s te e , upon  th e  w r it te n  re q u e st  of th e  B a n k  s ig n ed  b y  an  A u th o r ize d  O fficer, sh a ll t r a n s fe r  su ch  e x c e s s  

to an d  depo sit the sam e  in  th e  R ed em p tio n  A ccoun t. W h e n e v e r  the  B a n k  sh a l l  s e ll ,  o r w h en eve r  a  M u n ic ip a lity  

sh a ll redeem , M u n ic ip a l B o n d s  r e q u ir in g  th e  p u rch a se  o r redem p tion  o f B o n d s  w h ich  w o u ld  r e su lt  in  the 

redu ctio n  of the  R e q u ir e d  D e b t  S e rv ic e  R e se r v e  upon  the p u rc h a se  o r redem p tion  o f su ch  B o n d s , the  T ru s te e  

sh a ll ,  in  connection  w ith  e ach  su ch  even t, w ith d ra w  from  th e  R e se r v e  F u n d  a n d  d ep o sit  in  the  ap p licab le  

sub -accoun t in  the R ed em p tio n  A ccoun t a n  am oun t of m o n ie s  e q u a l to  d ie  am o u n t o f th e  redu ctio n  o f the 

R e q u ire d  D eb t S e r v ic e  R e se r v e  w h ic h  w o u ld  r e su lt  upon  the  red em p tio n  o f su ch  B o n d s  upon  th e  n e x t 

su cceed in g  redem p tion  date .

IN V E S T M E N T  O F  F U N D S

T h e  R e so lu t io n  p ro v id e s  th a t a l l  m o n ie s h e ld  by  the T ru s te e  s h a l l  be co n t in u o u s ly  an d  fu lly  se cu red , fo r  the 

benefit o f the B a n k  a n d  the  H o ld e r s  o f d ie  B o n d s . T h e  T ru s te e  s h a l l  in v e s t  the  F u n d s  a n d  A ccou n ts upon  the 
d ire c t io n  o f th e  B a n k  a s  f o l lo w s :

( 1 )  M o n ie s  in  the  G en e ra l A ccoun t sh a ll be in v e sted  in  d ire c t  o b lig a t io n s  o f th e  S ta te  o r  o b lig a t io n s  

o f the U n ited  S ta te s  o f A m e r ic a  o r  o b lig a t io n s  the  p r in c ip a l a n d  in te re s t  of w h ic h  a r c  gu a ran te ed  by  d ie  

S ta te  o r th e  U n ite d  S ta te s  o f A m e r ic a , the  m a tu r ity  o r  redem p tion  d a te  a t  th e  op tion  o f the  ho ld e r o f 

w h ic h  sh a ll r o t  b e  la te r  th a n  tw e lv e  ( 1 2 )  m o n th s from  d ie  date  o f in v e stm en t.

( 2 )  M o n ie s  in  a n y  L o a n  A ccoun t, the  In te re s t  A ccoun t, the P r in c ip a l A ccoun t, the R edem p tio n  

A ccoun t an d  the O p e ra t in g  A ccoun t s h a l l  be in ve sted  in  d irec t o b lig a t io n s  o f th e  S ta te  o r o f the  U n ited  

S ta te s  of A m e r ica  o r o b lig a t io n s  the p r in c ip a l an d  in te re s t  of w h ic h  a r e  g u a ran te e d  by  the S ta te  o r  d ie  

U n ited  S ta te s  of A m e r ic a , the  m a tu r ity  o r redem ption  d a te  at th e  option o f the ho ld e r o f w h ich  sh a ll c o in ­

c id e  a s  n e a r ly  a s  p ra c t ic a b le  w ith  the  t im e s  a t w h ich  m o n ie s in  s a id  acco u n ts w i l l  be req u ire d  fo r  the  p u r ­

po se s p ro v id ed  in  th e  R e so lu t io n .

( 3 )  M o n ie s in  th e  R e se r v e  F u n d  sh a l l  be in v e sted  in  o b lig a t io n s  the  m atu rity ' o r  redem p tion  date  

a t th e  op tion  of the  h o ld e r  o f  w h ic h  sh a ll co in c id e  a s  n e a r ly  a s  p ra c t ic ab le  w ith  th e  t im e s  a t w h ic h  m o n ie s 

in  the  R e se rv e  F u n d  w il l  be  req u ired  fo r the  p u rp o se s p ro v id ed  in  the R e so lu t io n  a s  fo llo w s :  ( a )  d ire c t  

o b lig a t io n s  o f the  U n ite d  S ta te s  o f A m er ica  o r o b lig a t io n s  the p r in c ip a l an d  in te re s t  o f w h ic h  a r e  g u a ra n ­

teed  by the U n ited  S ta te s  of A m e r ic a , ( b )  a n y  bond, d eben tu re , no te , p a r t ic ip a t io n  o r o th e r  s im i la r  o b lig a ­

tion  is su ed  b y  an y  o f th e  fo llo w in g  F e d e ra l a g e n c ie s :  G overnm en t N at io n a l M o rtg a g e  A sso c ia t io n , F e d e ra l 

L a n d  B a n k s , F e d e ra l H o m e  L o a n  B a n k s ,  F e d e ra l In te rm ed ia te  C red it  B a n k s ,  B a n k s  fo r  C oopera tiv e s , 

T en n e sse e  V a lle y  A u th o r ity , F a r m e r s ’ H o m e  A d m in is tra t io n  a n d  E x p o r t - Im p o r t  B a n k , ( c )  if  p e rm itted  

by la w , an y  bond , d eb en tu re , note, p a r t ic ip a t io n  o r o ther s im i la r  o b lig a t io n  is su ed  by  the F e d e ra l N at io n a l 

M o rtg age  A sso c ia t io n  to the  e x te n t  su ch  o b lig a t io n s  a re  g u a ran te ed  by  the  G overnm en t N a t io n a l M o rtg a ge  

A sso c ia t io n , and  ( d )  a n y  o th e r  o b lig a t io n  o f the  U n ited  S ta te s  o f A m e r ic a  o r a n y  F e d e ra l a g en c ie s  w h ic h  

m ay  th en  be p u rch a sed  w ith  fu n d s  b e lo n g in g  to the  S ta te  o r  he ld  in  th e  S ta te  T r e a su r y .

In  lie u  o f th e  in v e s tm en ts  o f m o n ie s  above  au th o r ized , th e  T ru s te e  sh a ll upon d ire c t io n  o f the  B a n k  in  

w r it in g  s ig n ed  b y  an  A u th o r ize d  O fficer d epo sit m o n ie s  from  a n y  fu n d  o r accoun t h e ld  by  th e  T ru s te e  u nde r
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the te rm s o f the R e so lu t io n , in  in te re s t -b e a r in g  t im e  d ep o s its , o r sh a ll m ake  o th e r s im i la r  b a n k in g  a r ra n g e m e n ts , 

w ith  it se lf  o r a m em ber b an k  o r b an k s  o f the F e d e ra l R e se rv e  S y s tem  o r b a n k s  th e  d ep o s its  o f w h ic h  a r c  

in su red  b y  the F e d e ra l D ep o s it  In su ra n c e  C o rp o ra t io n ; p ro v id ed , th a t no m o n ie s in  su ch  fu n d s  o r a c co u n ts  

sh a ll he so  d epo sited  u n le s s  the rec ip ien t o f su ch  depo sit sh a ll c e r t ify  in  w r it in g  to  th e  B a n k  an d  th e  

T ru s te e , upon the m a k in g  o f each su ch  depo sit o r  a rra n g em en t , th a t the in te re s t  to  be e a rn ed  the reon  w i l l  be in  

e x c e s s  of the in te re st , incom e o r in c rem en t th a t w ou ld  be earn ed  by  the in v e s tm en t o f su ch  m o n ie s in  acco rd an ce  

v th  the req u irem en ts o f p a ra g ra p h s  ( 1 ) ,  ( 2 )  a n d  ( 3 )  above  in  d ire c t o b lig a t io n s  o f the U n ite d  S ta te s  o f 

. e r ica  o r o f the S ta te  o r  o b lig a t io n s the p r in c ip a l a n d  in te re s t  o f w h ich  a re  g u a ran te ed  by  the S ta te  o r  

the  U n ited  S ta te s  o f A m er ica  a t the then  cu r re n t m ark e t p r ic e s ;  p ro v id ed  fu r th e r , th a t each  su ch  in te re s t -  

b e a r in g  tim e depo sit o r o th e r  s im ila r  b a n k in g  a r ra n g em e n t sh a ll p e rm it the m o n ie s so  p laced  to  be a v a ila b le  

fo r u se  a t the t im e s p ro v id ed  w ith  respect to the  in v e stm en t o r re in v e stm en t o f su ch  m o n ie s ; an d  p ro v id ed  

fu r th e r , th a t a ll m o n ie s  in  e ach  su ch  in te re s t -b e a r in g  t im e  d ep o sit o r o th e r  s im ila r  b a n k in g  a r ra n g e m e n t sh a ll 

be co n tin uo u sly  a n d  fu lly  se cu red  by  d irec t o b lig a t io n s  o f the U n ited  S ta te s  o f A m e r ica  o r o f  the S ta te  o r 

o b lig a t io n s  the p r in c ip a l a n d  in te re s t  o f w h ich  a re  g u a ran te ed  by  the S ta te  o r the  U n ited  S ta te s  o f A m e r ica , 

o f a  m ark e t v a lu e  equ a l a t a l l t im e s to the am oun t o f the d epo sit o r of the  o th e r s im ila r  b a n k in g  a r ra n g em e n t .

IS S U A N C E  O F  A D D IT IO N A L  B O N D S

T h e  R e so lu t io n  p ro v id e s  th a t the B a n k  sh a ll no t h e rea fte r  c rea te  o r  p e rm it  the  c rea t io n  o f o r  is s u e  a n y  

o b lig a t io n s o r  c reate  a n y  ad d it io n a l ind eb tedness w h ich  w i l l  be se cu red  b y  a  c h a rg e  a n d  lie n  on  th e  M u n ic ip a l 

B o n d s  and  the  M u n ic ip a l B o n d s  P a y m e n ts  o r w h ic h  w ill be p ayab le  from  the  G enera l F u n d  o r R e se rv e  F u n d , 

e xcep t th a t a d d it io n a l S e r ie s  o f B o n d s  m ay  be is su e d  from  tim e  to tim e p u r su a n t to  a  S e r ie s  R e so lu t io n  su b se ­

quen t to the is su a n c e  o f the  in it ia l S e r ie s  o f B o n d s  u nd e r th e  R e so lu t io n  on  a  p a r ity  w ith  the B o n d s  o f su ch  

in it ia l S e r ie s  o f B o n d s  and  se cu red  b y  a n  equ a l c h a rg e  a n d  lien  o n  the M u n ic ip a l B o n d s  and  th e  M u n ic ip a l 

B o n d s  P a y m en ts , a n d  p ayab le  eq u a lly  and  ra tab ly  from  the G enera l F u n d  an d  R e se rv e  F u n d  fo r  the p u rp o se s  

o f ( i )  the e stab lish m en t of o r  the c red it in g  o f m oney to L o an  A ccoun ts, ( i i )  p aym en ts in to  the  In te re s t  A ccou n t, 

the O p e ra t in g  A ccoun t o r the R e se rv e  F u n d , ( i i i )  the fu n d in g  o f N o tes the reto fo re  is su e d  by  the  B a n k  to 

p ro v id e  fu n d s to m ake  L o a n s , and  ( i v )  su b je c t to  th e  p ro v is io n s  a n d  lim ita t io n s  on  re fu n d in g , th e  re fu n d in g  

o f a n y  B o n d s  then  O u ts ta n d in g , u n d e r  the co n d it io n s and  su b je c t to the lim ita t io n s  sta ted  be low .

N o  ad d it io n a l S e r ie s  o f B o n d s sh a l l  be is su ed  su b seq u en t to the  is su a n c e  o f the in it ia l S e r ie s  o f B o n d s  u n d e r  

th e  R e so lu t io n  u n le s s :

( a )  the p r in c ip a l am oun t o f the ad d it io n a l B o n d s  th en  to be is su ed , to ge th er w ith  the p r in c ip a l am o u n t 

o f the  B o n d s  a n d  N otes o f the B a n k  thereto fo re  is su ed , w ill  no t exceed  in  a g g re g a te  p r in c ip a l am oun t a n y  

lim ita t io n  thereon  im po sed  by  l a w ;

( b )  the re  i s  a t  the t im e  o f the is su an c e  o f su ch  ad d it io n a l B o n d s  no de fic ien cy  in  the am o u n ts req u ired  

by  the R e so lu t io n  o r  any  S e r ie s  R e so lu t io n  to be p a id  in to  the G ene ra l F u n d  and  in to  the  R e s e r v e  F u n d ;

( c )  th e  am oun t o f th e  R e se rv e  F u n d , upon the is su a n c e  a n d  d e liv e ry  o f su ch  ad d it io n a l B o n d s  and  

the depo sit in  th e  R e se rv e  F u n d  o f a n y  am oun t p ro v id ed  th e re fo r in  the  S e r ie s  R e so lu t io n  a u th o r iz in g  the  

is su an c e  o f su ch  ad d it io n a l B o n d s , sh a ll no t be le s s  th an  th e  R eq u ired  D eb t S e rv ic e  R e s e r v e ;

( d )  the  p ro v is io n s  o f S e c tio n  4 6 7 5  o f the A ct p ro v id in g  fo r  the m a in te n an ce  o f th e  R e se r v e  F u n d  in  

a n  am ount equa l to  the R e q u ire d  D eb t S e rv ic e  R e se rv e  b y  the ap p ro p r ia t io n  an d  p aym en t o f m o n ie s b y  the  

S ta te  fo r su ch  pu rp o se  s h a l l  not h av e  been repea led  o r am ended  to the d e tr im en t o f B o n d h o ld e r s ; and

( c )  th e  m a tu r it ie s  o f the ad d it io n a l B o n d s  then  b e in g  is su ed  re p re se n t in g  L o a n  O b lig a t io n s , u n le s s  

su ch  ad d it io n a l B o n d s  a r e  be in g  is su ed  to re fu n d  O u ts ta n d in g  B o n d s , sh a ll be p ro p o rt io n a te  to  the  

schedu led  M u n ic ip a l B o n d s  P r in c ip a l P a y m e n ts  to be m ad e  in re sp ect o f the L o a n s  w ith  re sp ec t to w h ic h  

su ch  ad d it io n a l B o n d s  a r e  to be is su ed .

T h e  B a n k  e x p r e s s ly  r e se r v e s  the r ig h t  to adopt one o r m o re  o th e r g e n e ra l bond re so lu t io n s  an d  r e se r v e s  the  

r ig h t  to  is su e  N o tes a n d  any  o th e r o b lig a t io n s  so  lo n g  a s  the sam e  a re  not a c h a rg e  o r lie n  on th e  M u n ic ip a l 

B o n d s , th e  M u n ic ip a l B o n d s  P a y m e n ts  an d  the F e e s  and  C h a rg e s , o r p ayab le  from  the G enera l F u n d  o r  R e se r v e  

F u n d  created  p u r su a n t  to  the  R e so lu t io n .
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I S S U A N C E  O F  R E F U N D I N G  R O N D S

T h e  R e so lu t io n  p ro v id e s  t h a t : ( 1 )  O ne o r m ore  S e r ie s  o f R e fu n d in g  B o n d s  m ay  be au th en tic a ted  and  

d e liv e red  upon o r ig in a l is su a n c e  to re fu n d  a l l  bu t no t ie s s  th an  a l l  O u ts ta n d in g  B o n d s  o f one o r  m o re  S e r ie s . 

R e fu n d in g  B o n d s  sh a l l  be is su e d  in  a  p r in c ip a l am oun t su ff ic ien t, to g e th e r  w ith  o th e r  m o ney s a v a ila b le  

therefo r, to acco m p lish  su ch  re fu n d in g  an d  to m ak e  su ch  d ep o s its  re q u ire d  by  the  p ro v is io n s  o f th e  A ct, 

the R e so lu t io n  and  o f the S e r ie s  R e so lu t io n  a u th o r iz in g  sa id  R e fu n d in g  B o n d s .

( 2 )  T h e  B o n d s  o f the  S e r ie s  o f a  R e fu n d in g  I s s u e  m ay be au th en tic a ted  an d  d e liv e re d  o n ly  upon 

rece ip t by th e  T ru s te e  ( in  ad d it io n  to  the rece ip t by  it o f the  do cum en ts r eq u ire d  by th e  R e so lu t io n  fo r  the  

d e liv e ry  o f a  S e r ie s  o f B o n d s )  o f :

( a )  A  ce rtif ic a te  o f an  A u th o r ize d  O fficer se t t in g  fo rth  ( 1 )  th e  A g g re g a te  D eb t S e rv ic e  fo r  the 

then  cu rren t and  each fu tu re  c a le n d a r  y e a r  ( i )  w ith  re sp ec t to a l l  S e r ie s  of B o n d s  O u ts ta n d in g  im m ed ia te ly  

p r io r  to su ch  au th e n t ic a t io n  a n d  d e liv e ry  and  ( i i )  w ith  re sp ec t to a l l  S e r ie s  o f B o n d s  to be O u ts ta n d in g  

im m ed ia te ly  th e rea fte r , a n d  ( 2 )  that the  A g g re g a te  D eb t S e rv ic e  fo r  each  su ch  y e a r  se t fo r th  p u r su a n t  

to ( 1 )  ( i i )  of th is  p a ra g rap h  ( a )  i s  no  g re a te r  th an  the  A g g re g a te  D eb t S e r v ic e  se t  fo r th  p u r su a n t  to

( 1 )  ( i )  o f th is  p a r a g r a p h  ( a )  ;

( b )  Ir re v o c ab le  in s t r u c t io n s  to the  T ru s te e , sa t is fa c to ry  to  it , to  g iv e  due no tice  o f red em p tio n  o f

'  a l l the B o n d s  to  be re fu nd ed  on the redem p tion  date sp ec ified  in  su ch  in s t r u c t io n s ;

( c )  I r re v o c ab le  in s t ru c t io n s  to the T ru s te e , s a t is fa c to ry  to  it , to m ake  the req u ire d  p u b lic a t io n  of

no tice  to the  H o ld e r s  o f th e  B o n d s  and  coupon s b e in g  r e fu n d e d :

( d )  E ith e r  ( i )  m o n ey s in  an  am oun t su ffic ien t to e ffect p aym en t a t the  ap p lic ab le  R edem p tio n  

P r ic e  o f th e  B o n d s  to be re fu nd ed , to geth er w ith  accrued  in te re st on  su ch  B o n d s  to the  red em p tio n  date , 

w h ic h  m oneys sh a l l  be h e ld  by th e  T ru s te e  or a n y  one o r  m ore o f the P a y in g  A g e n t s  in  a se p a ra te  accou n t 

ir re vo cab ly  in  t r u s t  fo r a n d  a s s ig n e d  to the re sp ec tive  H o ld e r s  o f the B o n d s  to  be re fu nd ed , o r ( i i )  d irec t 

o b lig a t io n s  o f th e  U n ited  S ta te s  o f A m erica  in  su ch  p r in c ip a l am o u n ts , of su ch  m a tu r it ie s , b e a r in g  su ch  

in te re s t , a n d  o th e rw ise  h a v in g  su ch  te rm s an d  q u a lif ic a t io n s , a s  s h a l l  be n e c e s sa ry  to  com p ly  w ith  the 

p ro v is io n s  of the R e so lu t io n  re la t iv e  to d e fea san ce  of B o n d s  and  a n y  m oney s req u ired  p u r su a n t  thereto , 

w h ic h  d ire c t o b lig a t io n s  o f the  U n ited  S ta te s  o f A m erica  an d  m o n ey s sh a l l  be  h e ld  in  t r u s t  and  u sed  

o n ly  a s  p ro v id ed  b y  su ch  p r o v is io n s ; and

( e )  A  ce rt if ic a te  o f a n  A u th o r ize d  O fficer co n ta in in g  su ch  a d d it io n a l s ta tem e n ts  a s  m ay  be re a so n ­

a b ly  n e c e ssa ry  to  sho w  co m p lian ce  w ith  the req u irem en ts of th e  R e so lu t io n  w h ic h  p ro v id e  fo r  B o n d s  o f a 

R e fu n d in g  I s su e .

( 3 )  I f  th e  p r in c ip a l am o un t o f th e  B o n d s  of a  R e fu n d in g  I s s u e  sh a ll e xceed  th e  p r in c ip a l am o u n t o f the 

O u tsta n d in g  B o n d s  re fu nded  th e reby , from  and  a fte r  the d e liv e ry  o f su ch  S e r ie s  o f a  R e fu n d in g  I s s u e ,  the 

( T ru s te e  sh a ll m ake  ap p ro p r ia te  a d ju s tm e n t be tw een  the In te r e s t  A cco u n t and  P r in c ip a l A ccoun t w hen  d is ­

b u r s in g  and  a p p ly in g  M u n ic ip a l B o n d s  P a y m e n ts  depo sited  in  the G en e ra l F u n d  p u r su a n t  to th e  p ro v is io n s  

o f the R e so lu t io n  to the  end th a t su ch  po rtio n  of the M u n ic ip a l B o n d s  P a y m e n t s  a s  sh a ll re p re sen t M u n ic ip a l 

B o n d s In te r e s t  P a y m e n ts  no', re q u ire d  fo r  d epo sit in  the In te r e s t  A ccoun t fo r  the  p u rp o se  o f p a y in g  in te re s t  

a c c ru in g  upon th e  B o n d s sh a ll be depo sited  in th e  P r in c ip a l A ccoun t. A n y  s u r p lu s  w h ic h  m ig h t  r e su lt  upon and  

a fte r  su ch  depo sit sh a ll be d isp o sed  o f in  th e  m an n e r  sp ec ified  in  the S e r ie s  R e so lu t io n  a u th o r iz in g  su ch  

S c r ie s  o f B o n d s  o f the  R e fu n d in g  I s su e .

M IS C E L L A N E O U S  R E S O L U T IO N  A N D  LO A N  A G R E E M E N T  P R O V IS IO N S  

M o d if ic a t io n  o f  L o a n  A g r e e m e n t  T e r m s

T h e  B a n k  sh a ll not con sen t to th e  m od if ica tio n  of, o r m od ify , the  ra te  o r  ra te s  o f in te re s t  o f, o r  th e  am o u n t 

o r tim e o f p aym en t o f an y  in s ta llm e n t  o f p r in c ip a l o r in te re st o f a n y  M u n ic ip a l B o n d s  e v id e n c in g  a  L o a n , o r  

the am c o r t im e  of p aym en t o f a n y  F e e s  an d  C h a rg e s  p ayab le  w ith  re sp ec t to su ch  L o a n , o r the  se cu r ity  fo r 

o r  any  .e rm s o r p ro v is io n s  o f su ch  L o a n  o r the  M u n ic ip a l B o n d s  e v id e n c in g  the sam e , in  a  m an n e r  w h ic h  

a d v e r se ly  a ffe c ts  o r d im in ish e s  the  r ig h t s  of the B o n d h o ld e r s ;  p ro v id ed , h o w eve r, th a t , in  th e  e ven t the B o n d s  

is su ed  to  p ro v id e  the fu n d s  w ith  w h ich  the B a n k  h a s  m ade a  L o an  a re  b e in g  o r h a v e  been re fu n d ed  an d  the
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B o n d s  o f the  R e fu n d in g  I s s u e  is su e d  o r to  be is su ed  fo r  the  p u rp o se  o f r e fu n d in g  su ch  o r ig in a l B o n d s  a re  in  a  

p r in c ip a l am oun t in  e x c e s s  o f th e  p r in c ip a l am oun t o f the  B o n d s  re fu n d ed , the  B a n k  m ay  co n sen t to the  

m o d if ic a t io n  o f a n d  m o d ify  the L o a n  A greem en t r e la t in g  to su ch  L o a n  and  th e  M u n ic ip a l B o n d s  e v id e n c in g  

th e  sam e , an d  the  M u n ic ip a l B o n d s  P a y m en t to lie  m ade  th e reu n d e r  so  lo n g  a s  su c h  M u n ic ip a l B o n d s  P a y ­

m e n ts  a rc  su ff ic ie n t in  am o un t an d  p ay ab le  a t the  t im e s req u ired  fo r  the p aym en t o f the p r in c ip a l o f and  in te re st 

on  su c h  B o n d s  of th e  R e fu n d in g  I s s u e .

S a l e  o f  M u n ic ip a l  B o n d s  b y  B a n k

T h e  B a n k  s h a l l  not se ll a n y  M u n ic ip a l B o n d s  o r o th e r  o b lig a t io n s  is su e d  a s  e v id en ce  o f a  L o a n  m ade 

by  th e  B a n k  p r io r  to the  date  on  w h ic h  a l l  O u ts ta n d in g  B o n d s  is su e d  w ith  re sp ec t to  su ch  L o an  a re  re ­

deem ab le , a n d  sh a ll no t a f te r  su c h  d a te  s e ll  a n y  su ch  M u n ic ip a l B o n d s  o r  o th e r o b lig a t io n  is su e d  a s  e v id en ce  

o f a  L o a n  m ade  b y  the B a n k  u n le s s  the  s a le s  p r ice  th e reo f rece ived  b y  the B a n k  s h a l l  not be  le s s  th an  the 

a g g re g a te  o f :  ( i )  th e  p r in c ip a l am o u n t o f the M u n ic ip a lity ’s  L o a n  O b lig a t io n s  r e m a in in g  u n p a id , ( i i )  the 

M u n ic ip a lity ’s  R e se r v e  F u n d  O b lig a t io n s  rem a in in g  u n p a id , ( i i i )  th e  in te re s t  to a c c ru e  on  a l l  B o n d s  to be 

redeem ed  b y  the  B a n k  upon  the  sa le  o f su ch  M u n ic ip a l B o n d s  to th e  n e x t red em p tio n  date  th e reo f no t p re v io u s ly  

p a id  b y  the M u n ic ip a lity , ( i v )  the  ap p lic ab le  p rem ium , if  a n y , p ayab le  on  th e  B o n d s  so  to b e  redeem ed , a n d  ( v )  

the c o s t s  and  e x p e n se s  o f the  B a n k  in  e f fe c t in g  the  redem p tion  o f th e  B o n d s  so  to b e  redeem ed , le s s  the am o un t 

o f m o n ie s  o r  se c u r it ie s  a v a ila b le  in  th e  ap p lic ab le  su b -a c co u n t o r  su b -a c co u n ts  in  th e  R ed em p tio n  A ccoun t and  

fo r  w ith d ra w a l from  th e  R e se r v e  F u n d  and  a p p lic a t io n  to th e  redem p tion  o f su ch  B o n d s  in  acco rd an ce  w ith  the 

te rm s  an d  p ro v is io n s  o f th e  R e so lu t io n , a s  d e te rm in ed  by th e  B a n k ; p ro v id ed , h o w eve r, th a t , in  the  e ven t the 

B o n d s  is su ed  to  p ro v id e  th e  fu n d s w ith  w h ic h  the  B a n k  m ad e  the L o a n  ev id en ced  by  the  M u n ic ip a l B o n d s  to  be 

so ld  b y  the B a n k  h av e  been  re fu nd ed  an d  th e  B o n d s  o f the  R e fu n d in g  I s s u e  is su ed  fo r  th e  p u rp o se  o f r e fu n d in g  

su ch  o r ig in a l B o n d s  w e re  is su e d  in  a  p r in c ip a l am oun t in  e x c e s s  o f th e  M u n ic ip a l it y ’s  L o a n  O b lig a t io n s 

r e m a in in g  u n p a id  a t the  d a te  o f su c h  R e fu n d in g  I s s u e ,  the  re q u ire d  am o u n t to b e  in c lu d ed  in  su c h  s a le s  p r ice  

u n d e r  item  ( i )  above  sh a l l  be the p r in c ip a l am o un t o f su ch  B o n d s  o f the  R e fu n d in g  I s s u e  O u ts ta n d in g .

E n f o r c e m e n t  o f  M u n ic ip a l  B o n d s

T h e  B a n k  sh a l l  d i l ig e n t ly  en fo rce , a n d  ta k e  a ll re a so n ab le  s te p s, a c t io n s  a n d  p ro c e e d in g s  n e c e ssa ry  

fo r th e  en fo rcem en t o f, a l l te rm s , c o ven an ts  a n d  co n d it io n s o f a l l L o a n  A g re em en ts and  the  M u n ic ip a l B o n d s 

e v id e n c in g  L o a n s  m ad e  b y  the  B a n k ,  in c lu d in g  th e  p rom p t co llec tio n  o f M u n ic ip a l B o n d s  a n d  F e e s  and  

G ia r g e s .

T h e  A ct p ro v id e s  th a t on  the s a le  and  is su a n c e  o f a n y  M u n ic ip a l B o n d s  to the  B a n k  by  an y  G o ve rnm en ta l 

U n it , th a t  G o vernm en ta l U n it  i s  deem ed to a g re e  th a t on th e  fa ilu re  o f th a t G o ve rn m en ta l U n it  to p ay  in te re s t  

o r  p r in c ip a l on  a n y  o f the M u n ic ip a l B o n d s  ow ned  o r h e ld  by  the B a n k  w h en  p ayab le , a l l  d e fen se s to  n o n ­

p aym en t a re  w a iv e d , a n d  upon  nonpaym en t a n d  d em and  on  th a t G o ve rn m en ta l U n it  fo r  p aym en t, if  fu n d s  

a r e  n o t a v a ila b le  in  i t s  t r e a su r y  to  m ake  p aym en t, the  g o v e rn in g  body o f th a t G o v e rn m en ta l U n it  sh a l l  

fo r th w ith  a s s e s s  a  t a x  on  th e  g ra n d  l i s t  o f th e  G o ve rnm en ta l U n it , su ff ic ie n t to m ak e  p aym en t w ith  tw e lv e  

p e rcen t in te re s t  th e reon , an d  c a u se  th e  ta x  to  be co llec ted  w ith in  s ix t y  d a y s , a n d  fu r th e r , n o tw ith s ta n d in g  

a n y  o th e r  la w , in c lu d in g  a n y  la w  u n d e r  w h ich  the  M u n ic ip a l B o n d s  w e re  is su e d  b y  th a t G o ve rn m en ta l U .. i t ,  

th e  B a n k  upon no np aym en t i s  c o n st itu ted  a  ho ld e r  o r o w n e r  o f the M u n ic ip a l B o n d s  a s  b e in g  in  d e fau lt .

P l e d g e  o f  M u n ic ip a l  B o n d s  a n d  M u n ic ip a l  B o n d s  P a y m e n t s

T o  secu re  th e  p aym en t o f the p r in c ip a l o r  R ed em p tio n  P r ic e  o f and  in te re s t  on th e  B o n d s , the  B a n k  

p le d g e s  a n d  a s s ig n s  fo r  the bene fit o f th e  H o ld e r s  o f the  B o n d s  a n d  coupon s a l l  M u n ic ip a l B o n d s  an d  

M u n ic ip a l B o n d s  F a y m e n ts . T h e  p led g e  o f su ch  M u n ic ip a l B o n d s  and  M u n ic ip a l B o n d s  P a y m e n ts  fo r  

th e  b en e fit  o f th e  H o ld e r s  o f the  B o n d s  and  coupon s sh a l l  be v a l id  an d  b in d in g  from  a n d  a fte r  the d a te  

o f ad o p tio n  o f th e  R e so lu t io n , and  su ch  M u n ic ip a l B o n d s  a n d  M u n ic ip a l B o n d s  P a y m e n ts  s h a l l  im m ed ia te ly  

be  su b je c t  to th e  lie n  o f su ch  p led ge  w ith o u t  a n y  p h y s ic a l d e liv e ry  th e reo f o r fu r th e r  ac t, and  th e  lie n  o f 

su c h  p led g e  sh a ll be v a l id  an d  b in d in g  a s  a g a in s t  a l l p a r t ie s  h a v in g  c la im s  o f a n y  k in d  in  to r t , c o n tra c t o r 

o th e rw ise  a g a in s t  h e  B a n k , ir re sp e c t iv e  o f w h e th e r  su ch  p a r t ie s  h a v e  no tice  th e reo f.



C E R T A IN  O T H E R  C O V E N A N T S

A m o n g  o th e r co ven an ts  m ade by  the B a n k  in  the R e so lu t io n  a r e  tho se  re la ted  to the fo llo w in g  m a t te r s :  

A c c o u n t s  a n d  R e p o r t s

( 1 )  T h e  B a n k  s h a l l  keep , o r cau se  to be kep t, p ro p er b ook s of reco rd  a n d  accoun t in  w h ic h  com p le te  and  

co rrec t e n tr ie s  s h a l l  be m ade o f it s  tr a n sa c t io n s  r e la t in g  to a l l  M u n ic ip a l B o n d s  P a y m e n ts ,  M u n ic ip a l B o n d s , 

th e  F e e s  and  C h a rg e s  an d  a l l  F u n d s  an d  A cco u n ts e s tab lish e d  by the  R e so lu t io n , w h ic h  s h a l l  a t a l l re a so n ab le  

t im e s  be su b je c t  to the  in sp ectio n  o f th e  T ru s te e , a n d  the H o ld e rs  o f an  a g g re g a te  o f no t le s s  th an  f iv e  p e r 

cen tum  (5 / to ) in  p r in c ip a l am oun t o f B o n d s  then O u ts ta n d in g  o r th e ir  rep re sen ta t iv e s  d u ly  au th o r ize d  in  

w r it in g .

( 2 )  T h e  B a n k  s h a l l  a n n u a lly , w ith in  s ix t y  ( 6 0 )  d a y s  a fte r  the. c lo se  o f euch F is c a l  Y e a r , f i le  w ith  the  

T ru s te e  a  copy o f an  a n n u a l repo rt fo r  su ch  F i s c a l  Y e a r , accom pan ied  by a n  A ccou n tan t’s  C e rtif ic a te , s e t t in g  

fo r th  in  com p le te  and  re a so n ab le  d e t a i l : ( a )  i t s  o p e ra t io n s an d  a c co m p lish m en ts ; ( b )  it s  rece ip ts  a n d  e xp e n d i­

tu re s  d u r in g  su ch  F i s c a l  Y e a r  in  acco rdance  w ith  th e  ca tego r ie s  o r  c la s s if ic a t io n s  e stab lish ed  by  the B a n k  

fo r  it s  o p e ra t in g  and  c ap ita l o u tlay  p u rp o se s ;  ( c )  i t s  a s se t s  and  l ia b i l i t ie s  a t the  end o f su ch  F i s c a l  Y e a r ,  

in c lu d in g  a  sch ed u le  o f it s  M u n ic ip a l B o n d s  P a y m e n ts , M u n ic ip a l B o n d s , F e e s  a n d  C h a rg e s  and  the  s ta tu s  

o f re se rv e , sp e c ia l o r o th e r fu n d s  an d  the b u n d s  an d  A ccoun ts e s tab lish e d  by th e  R e so lu t io n ; an d  ( d )  a  

sch ed u le  of i t s  O u ts ta n d in g  B o n d s  an d  o ther o b lig a t io n s  o u ts ta n d in g  a t  the  end  o f su ch  F i s c a l  Y e a r ,  to ge th e r 

w ith  a  s ta tem en t of th e  am o un ts p a id , redeem ed a n d  is su e d  d u r in g  su ch  F i s c a l  Y e a r . A  copy o f each  su ch  

a n n u a l repo rt a n d  A cco u n tan t 's  C e rtif ic a te  sh a ll be m a iled  p ro m p tly  th e rea fte r  b y  the B a n k  to each  B o n d ­

h o ld e r w ho  sh a l l  h av e  f ile d  h is  nam e a n d  a d d re s s  w ith  the B a n k  fo r  su ch  pu rp o se .

B u d g e t s

( 1 )  T h e  B a n k  sh a l l ,  a t le a s t  s ix t y  ( 6 0 )  d a y s  p r io r  to th e  b e g in n in g  o f each c a le n d a r  year , p rep a re  an d  

file  in  the  office o f the  T ru s te e  a  p r e lim in a ry  b udge t co v e r in g  its  f isc a l o p e ra t io n s fo r the su c c eed in g  c a le n d a r  

y e a r  w h ic h  sh a l l  be open to in sp ec t io n  by  a n y  Bond ho ld e r . T h e  B a n k  sh a ll a lso  p rep a re  a  su m m ary  o f su ch  

p re lim in a ry  b ud ge t a n d  on o r before  fo r ty -f iv e  ( 4 5 )  d ay s p r io r  to the  b e g in n in g  o f each  c a le n d a r  y e a r  m a il 

a  copy th e reo f to  any  B o n d h o ld e r  w ho  sh a l l  h a v e  filed  h is  n am e an d  a d d re s s  w ith  the B a n k  fo r su c h  pu rpo se .

( 2 )  In  th e  e ven t the  H o ld e r s  o f ten  p e r cen tum  ( lO ^ o )  o r m o re  in  p r in c ip a l am oun t o f the  O u ts ta n d in g  

B o n d s  sh a ll f ile  w ith  th e  B a n k  th ir ty  ( 3 0 )  d a y s  o r m ore  p r io r  to th e  b e g in n in g  o f a  c a le n d a r  y e a r  a  w r it te n  

req u e st  fo r  a  p u b lic  h e a r in g  on  su ch  p re lim in a ry  budge t, the  B a n k  sh a l l  c a ll a n d  ho ld  su ch  p u b lic  h e a r in g  

in  the C ity  o f M o n tp e lie r , in  the  S ta te  o f V e rm o n t, su ch  h e a r in g  to  be he ld  not la te r  th an  fifteen  ( 1 5 )  d a y s  

p r io r  to  the b e g in n in g  of su ch  c a le n d a r  y e a r . N o tice  o f su ch  p u b lic  h e a r in g  sh a l l  be p u b lish e d  once in  an  

A u th o r ized  N ew sp ap e r , not le s s  th an  ten  ( 1 0 )  d a y s  p r io r  to  the d a te  o f su ch  h e a r in g , a n d  s h a l l  co n ta in  a  

sta tem en t of the  p u rp o se  of the  h e a r in g  and  the p lace  an d  hou r a t  w h ich  the sam e  w i l l  be h e ld . A t su ch  

h e a r in g  an y  B o n d h o ld e r , o r h is  d u ly  a u th o r ize d  a tto rney  o r rep re sen ta t iv e , sh a ll be  e n tit led  to b e  h e a rd  ott 

a n y  of the  p ro v is io n s  co n ta in ed  in su ch  p re lim in a ry  budget.

( 3 )  T h e  B a n k  s h a l l  adop t an a n n u a l b udge t c o v e r in g  i t s  f isc a l o p e ra t io n s fo r  the  su cceed in g  c a le n d a r  

y e a r  no t la te r  th a n  D ecem ber 1 of e ach  y ea r , com m enc in g  a s  o f D ecem ber 1, 1 9 7 0  and  f ile  the sam e  w ith  the  

T ru s te e  and  v.-ith su ch  o ff ic ia ls  of th e  S ta te  a s  req u ired  by  the A ct, a s  th en  am ended , w h ic h  budge t s h a l l  be 

open to in sp e c t io n  by  an y  B o n d h o ld e r . In  th e  e ven t th e  B a n k  s h a l l  no t adop t an  a n n u a l b ud ge t fo r  the  

su cceed in g  c a le n d a r  y e a r  on o r be fo re D ecem ber 1, th e  b udge t fo r th e  p re ced in g  c a le n d a r  y e a r  sh a ll be deem ed 

to  h av e  been adop ted  and  be in  e ffect fo r su ch  ca le n d a r  y e a r  u n t il th e  a n n u a l b udge t fo r  su ch  c a le n d a r  y e a r  

sh a ll h a v e  been  adop ted  a. .bove  p ro v id ed . T h e  B a n k  m ay  a t an y  t im e  adop t a n  am ended  a n n u a l b udge t in  

the  m an n e r  p ro v id ed  in  the A c t a s  th en  am ended .

P e r s o n n e l  a n d  S e r v ic in g  o f  P r o g r a m s

( 1 )  T h e  B a n k  sh a l l  a t a l l t im e s  ap p o in t , r e ta in  a n d  em p loy  com petent p e rso n n e l fo r  the p u rp o se  o f 

c a r r y in g  out i t s  re sp ec t iv e  p ro g ram s and  sh a l l  e s ta b lish  an d  en fo rce  rea so n ab le  ru le s , r e g u la t io n s , te s t s  and  

s ta n d a rd s  g o v e rn in g  th e  em p loym ent o f su ch  p e rso nn e l a t re a so n ab le  co m p en sa tio n , s a la r ie s ,  fees an d  c h a rg e s  

and  a ll p e r so n s  em p loyed  by  th e  B a n k  sh a ll be q u a lif ie d  fo r  th e ir  r e sp e c t iv e  p o s it io n s .
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( 2 )  T h e  B a n k  m ay  p ay  to  the re sp e c t iv e  S ta te  a gen cy , m u n ic ip a lity  o r  p o lit ic a l su b d iv is io n  o f the S ta te  

fron t th e  O p e ra t in g  A ccount su ch  am o u n ts a s  a r e  n e c e ssa ry  to  re im b u rse  the  re sp ec t iv e  S ta te  agency , m u n ic i­

p a lity  o r  p o lit ic a l su b d iv is io n  o f the S ta te  fo r th e  rea so n ab le  c o s t s  o f a n y  se rv ic e s  p e rfo rm ed  fo r the  B a n k .

W a iv e r  o f  L a w s

T h e  B a n k  sh a ll not a t any  tim e in s i s t  upon  o r p lead  in  an y  m ann e r w h a tso e v e r , o r c la im  o r take  th e  

b ene fit o r  a d v an ta g e  o f a n y  stay  o r  e x te n s io n  la w  now  o r a t a n y  t im e  h e re a fte r  in  fo rce  w h ic h  m ay affect th e  

co ven an ts  and  a g re em en ts  con ta ined  in  th e  R e so lu t io n  o r in  a n y  S e r ie s  R e so lu t io n  o r  in  the  B o n d s , and  a l l  

b ene fit o r  a d v an ta g e  o f a n y  su ch  law  o r la w s  i s  h e reby  e x p r e s s ly  w a iv e d  by th e  B a n k .

D E F A U L T S  A N D  R E M E D I E S

T h e  T ru s te e  sh a ll be and  by  the R e so lu t io n  i s  v e sted  w ith  a ll o f the r ig h t s ,  p o w ers an d  d u t ie s  o f a  

tru s te e  appo in ted  by  B o n d h o ld e rs  p u r su a n t  to S e c t io n  4 / 0 2  of the  A ct an d  the r ig h t  o f B o n d h o ld e rs  to appo in t 

a  tru s te e  p u r su a n t  to S e c t io n  4 7 0 2  of the  A ct i s  ab ro ga ted  in acco rd ance  w ith  the  p ro v is io n  o f su b d iv is io n  IS  

o f S e c t io n  4 6 4 S  o f the A ct.

T h e  R e so lu t io n  d e c la re s  each  o f the fo llo w in g  e v e n ts  an  “even t o f d e fau lt” :

( a )  I f  th e  B a n k  sh a ll d e fa u lt  in  the  p aym en t o f the  p r in c ip a l o r  R edem p tio n  P r ic e  oi o r in te re st on an y  

B o n d  w hen  a n d  a s  th e  sam e  sh a l l  becom e due , w he th e r a t m a tu r ity  o r upon  ca ll fo r  redem ption , an d  su ch  

d e fa u lt  sh a ll co n tin u e  fo r a p e riod  o f th ir ty  ( 3 0 )  d a y s ;  or

( b )  if  th e  B a n k  sh a l l  fa il o r  r e fu se  to com p ly  w ith  the p ro v is io n s  of S e c tio n  4 0 7 5  o f the A ct, o r the  

S ta te  sh a ll f a i l  to ap p ro p ria te  and  p a y  to the  B a n k , a s  a n d  w hen  req u ired  by su c h  S ec tio n , fo r  depo sit 

in  the R e se rv e  F u n d  a n y  am oun t o r am o u n ts a s  s h a l l  be ce rt if ied  b y  the C h a irm an  o f the B a n k  p u r su a n t 

to su ch  p ro v is io n s  o f the  A c t ; o r

( c )  if  the B a n k  s h a l l  fa il o r  re fu se  to com p ly  w ith  the p ro v is io n s  o f the A ct, o th e r  th an  a s  p rov id ed  in

( b )  above , o r  sh a l l  d e fau lt in  the  p e rfo rm an ce  o r o b se rv an ce  o f an y  o ther o f the co ven an ts , a g re em en ts o r 

co n d it io n s on i t s  p a r t in  the R e so lu t io n , a n y  S e r ie s  R e so lu t io n , a n y  Su p p lem en ta l R e so lu t io n , o r in  the 

B o n d s  con ta in ed , and  su ch  fa i lu r e , r e fu sa l o r d e fau lt sh a ll co n tin u e  fo r  a  p e riod  o f n in e ty  ( 9 0 )  d a y s  a fte r  

w r it te n  no tice  th e reo f b y  the H o ld e r s  o f not le s s  th an  five  p e r  cen tum  ( 5 % )  in  p r in c ip a l am oun t o f the 

O u ts ta n d in g  B o n d s ;

p ro v id ed , h o w eve r , th a t a n  even t o f d e fau lt sh a ll no t be deem ed to  e x is t  u n d e r  the  p ro v is io n s  o f c lau se  ( c )  

abo ve  upon the  fa i lu r e  of the  B a n k  to m ake  and  co llec t F e e s  an d  C h a rg e s  req u ired  to be m ade and  co llected  

by  th e  p ro v is io n s  o f the  R e so lu t io n  o r  upon the fa i lu r e  o f the  B a n k  to en fo rce  a n y  o b lig a t io n  und e rtaken  by  a 

M u n ic ip a lity  p u r su a n t  to a  L o a n  A greem en t in c lu d in g  the m a k in g  o f the s t ip u la te d  M u n ic ip a l B o n d s  P a y m e n ts  

so  lo n g  a s  the  B a n k  m ay  be o th e rw ise  d irec ted  by  la w  an d  so  lo n g  a s  the B a n k  s h a l l  be p ro v id ed  w ith  m on ie s 

from  the  S ta te  o r o th e rw ise , o ther th a n  w ith d ra w a ls  from  o r  re im b u rsem en ts  o f the R e se r v e  F u n d , su ffic ien t 

in  am o u n t to  p ay  th e  p r in c ip a l o f a n d  in te re s t  on a l l  B o n d s  a s  the sam e  sh a l l  becom e due d u r in g  th e  p eriod  for 

w h ic h  the  B a n k  sh a ll be d irec ted  by law ' to a b s ta in  from  m a k in g  a n d  co lle c t in g  su ch  F e e s  a n d  C h a rg e s  and  from  

e n fo rc in g  the o b lig a t io n s  o f M u n ic ip a lit ie s  u n d e r  th e  ap p licab le  L o a n  A greem en t.

R e m e d ie s

( 1 )  U p o n  the h ap p en in g  an d  co n tin u an ce  o f a n y  e ven t of d e fau lt sp ec ified  in  p a r a g r a p h  ( a )  above, the 

T ru s te e  sh a l l  p roceed , o r upon  the h ap p e n in g  and  co n tin u an ce  o f a n y  e ven t o f d e fa u lt  sp ec ified  in  p a ra g rap h s

( b )  a n d  ( c )  above , th e  T ru s te e  m ay  proceed , and  upon th e  w r it te n  req u e st o f th e  H o ld e r s  o f no t le s s  th an  

tw e n ty -f iv e  p e r cen tum  ( 2 5 % )  in  p r in c ip a l am oun t o f the O u ts ta n d in g  B o n d s  sh a l l  p roceed , in  i t s  ow n  nam e, 

to  p ro tect an d  en fo rce  it s  r ig h t s  and  the  r ig h t s  o f th e  B o n d h o ld e rs  b y  su ch  of the  fo llo w in g  rem ed ie s, a s  the 

T ru s te e , b e in g  a d v ise d  b y  coun se l, s h a l l  deem  m ost e ffe c tu a l to p ro tec t and  en fo rce  su ch  r ig h t s :

( a )  b y  m an d am u s o r  o ther su it , a c t io n  o r p ro ceed in g  a t la w  o r  in  e q u ity , en fo rce  a ll r ig h t s  o f the 

B o n d h o ld e rs , in c lu d in g  the  r ig h t to  req u ire  the B a n k  to m ake  and  co llect F e e s  a n d  C h a rg e s  and  M un ic ip a l 

B o n d s  P a y m e n ts  ad equa te  to c a r r y  out the  co ven an ts  an d  a g re em en ts  a s  to , an d  p led ge  of, su ch  F e e s  

a n d  C h a rg e s  and  M u n ic ip a l B o n d s  P a y m e n ts , a n d  o ther p ro p e rt ie s  an d  to re q u ire  the B a n k  to c a rry  out 

a n y  o th e r covenan t o r ag re em en t w ith  B o n d h o ld e rs  and  to p e rfo rm  it s  d u tie s  u n d e r  th e  A c t;
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( b )  b y  b r in g in g  su it  up o n  the  B o n d s ;

( c )  b y  ac tion  o r  su it  in  e q u ity , to  re q u ire  the B a n k  to accou n t a s  if i t  w e re  the tru stee  o f a n  e x p re ss

tru s t  fo r the  H o ld e r s  o f the B o n d s ;

( d )  b y  ac tion  o r  su it  in  e q u ity , e n jo in  a n y  a c t s  o r th in g s  w h ic h  m ay be u n la w fu l o r  in  v io la t io n  o f the 

r ig h t s  o f the H o ld e rs  o f the  B o n d s ;

( e )  in  acco rdance  w ith  the p ro v is io n s  of th e  A ct, dec la re  a ll B o n d s  due  and  p ayab le , and  i f  a ll 

d e fa u lts  s h a l l  be m ad e  good , th en , w ith  th e  w r it te n  co n sen t o f th e  H o ld e r s  o f not le s s  th an  tw en ty -f iv e

p e r cen tum  ( 2 5 % )  in  p r in c ip a l am oun t o f the O u ts ta n d in g  B o n d s , to  a n n u l su ch  d e c la ra t io n  and  it s

con sequen ce s.

( 2 )  I n  the en fo rcem ent of a n y  rem edy  u n d e r  the R e so lu t io n , the T ru s te e  sh a l l  be e n t it led  to sue  fo r , en fo rce 

p aym en t on an d  rece ive  a n y  a n d  a ll am o u n ts th en  o r d u r in g  a n y  d e fau lt b ecom ing , a n d  a n y  t im e  rem a in in g , 

due  from  the B a n k  fo r  p r in c ip a l, R ed em p tio n  P r ic e , in te re s t  o r o th e rw ise , u n d e r  a n y  p ro v is io n  o f th is  

R e so lu t io n  o r a  S e r ie s  R e so lu t io n  o r c f  the B o n d s , an d  unp a id , w ith  in te re s t  on o verd u e  p aym en ts a t the 

ra te  o r r a te s  o f in te re st sp ec ified  in  su ch  B o n d s , to ge th e r w ith  an y  a n d  a ll c o s t s  an d  e x p e n se s  o f co llec tion  and  

o f a l l p ro ceed in g s h e reunde r a n d  u n d e r  su ch  B o n d s , w ith o u t p re ju d ic e  to a n y  o th e r r ig h t  o r  rem edy  o f the 

T ru s te e  o r  o f th e  B o n d h o ld e rs , an d  to reco ve r and  en fo rce  a  ju d gm en t o r decree a g a in s t  th e  B a n k  fo r any  

^  p o rt io n  o f su ch  am o un ts r em a in in g  u n p a id , w ith  in te re st , co sts  and  e xp en se s , and  to  co llec t from  an y  m on ie s

|  a v a ila b le  fo r  su ch  purpo se , in  a n y  m an n e r  p ro v id ed  by la w , the  m on ie s a d ju d g e d  o r decreed  to  be p ayab le .

P r io r i t y  o f  P a y m e n t s  A f t e r  D e f a u l t

In  th e  e ven t that the  fu n d s  he ld  by  the T ru s te e  an d  P a y in g  A gen t sh a ll be in su ff ic ien t fo r  the p aym en t of 

in te re s t  a n d  p r in c ip a l o r R ed em p tio n  P r ic e  th e n  due on the B o n d s , su ch  fu n d s  (o th e r  th a n  fu n d s  he ld  fo r 

the  p aym en t or redem p tion  of p a r t ic u la r  B o n d s  o r  coupons w h ich  h av e  the reto fo re  becom e due  a t m a tu r ity  o r 

by  ca ll fo r red em p tio n ) an d  an y  o th e r m o n ie s rece ived  o r co llected  by the  T ru s te e  a c t in g  p u r su a n t  to  the A ct, 

a f te r  m a k in g  p ro v is io n  fo r  the  p aym en t o f a n y  e xp en se s n e ce ssa ry  in  the o p in io n  o f the T ru s te e  to  p ro tect 

th e  in te re s t s  o f the  H o ld e r s  o f th e  B o n d s , an d  for the  paym en t o f the  c h a rg e s  an d  e x p e n se s  an d  l ia b ilit ie s  

in cu rre d  a n d  ad van ce s  m ade  by  th e  T ru s te e  o r a n y  P a y in g  A gen t in  t i ie  p e rfo rm an ce  o f th e ir  re sp ec t iv e  d u t ie s  

u n d e r  the R e so lu t io n , sh a l l  be ap p lied  a s  f o l lo w s :

( a )  U n le s s  the p r in c ip a l of a l l  o f the B o n d s  s h a l l  h a v e  become o r h av e  been  d ec la red  due  a n d  p ayab le ,

F i r s t :  T o  th e  p aym en t to  the  p e r so n s  en tit led  the re to  o f a ll in s ta l lm e n ts  o f in te re s t  then  due in  

th e  o rd e r  o f the m a tu r ity  o f su c h  in s ta llm e n ts , a nd , i f  the am oun t a v a ila b le  sh a ll n o t be su ff ic ie n t to 

p ay  in  fu ll any  in s ta llm e n t , th en  to th e  p aym en t th e reo f ra ta b ly , a c co rd in g  to the am o u n ts due on 

su ch  in s ta llm e n t , to th e  p e rso n s  e n tit led  thereto , w ith o u t a n y  d isc r im in a t io n  o r  p re fe ren ce ; and

. S e c o n d : T o  the p aym en t to  the p e rso n s  en tit led  thereto  o f the  u n p a id  p r in c ip a l o r R ed em p tio n

^  P r ic e  o f a n y  B o n d s  w h ic h  sh a ll h ave  becom e due , w h e th e r  a t m a tu r ity  o r b y  ca ll fo r  redem ption , in

(
the  o rd e r  of th e ir  due d a te s  an d . if  th e  am o u n ts a v a ila b le  sh a l l  not be su ff ic ien t to p a y  in  fu ll a ll the  

B o n d s  clue on a n y  date , th en  to  the p aym en t thereo f ra tab ly , a c co rd in g  to th e  am o u n ts  of p r in c ip a l o r 

R ed em p tio n  P r ic e  due  on su ch  date , to  the p e rso n s  en tit led  thereto , w ith o u t a n y  d isc r im in a t io n  o r 

p re fe rence .

( b )  I f  th e  p r in c ip a l o f a l l  o f th e  B o n d s  sh a ll h ave  becom e o r h ave  been d ec la red  due  and  p ayab le , 

to th e  p aym en t of the  p r in c ip a l an d  in te re st then clue and  unp a id  upon th e  B o n d s  w ith o u t p re fe ren ce  o r 

p r io r ity  o f p r in c ip a l o v e r  in te re s t  o r o f in te re s t  o v e r  p r in c ip a l, o r  o f an y  in s ta llm e n t  o f in te re st o ver a n y  

o ther in s ta llm e n t o f in te re s t , o r  o f a n y  B o n d  over a n y  o the r B o n d , ra tab ly , a c co rd in g  to  th e  am o u n ts due  

re sp e c t iv e ly  fo r  p r in c ip a l an d  in te re s t , to th e  p e rso n s en tit led  th e re to  w ith o u t a n y  d isc r im in a t io n  o r p re f­

erence  excep t a s  to a n y  d iffe ren ce  in  the re sp e c t iv e  ra te s  o f in te re st sp ec ified  in  the  B o n d s  a ,d coupons.

T h e se  p ro v is io n s  a re  in  a ll re sp e c ts  su b je c t  to p ro v is io n s  in  the R e so lu t io n  a s  to the e x te n s io n  o f p aym en t 

o f p r in c ip a l and  in te re s t  on  the B o n d s .

W h en e v e r  m o n ie s a re  to be ap p lied  b v  the T ru s te e  p u r su a n t  to the p ro v is io n s  o f th is  S e c t io n , su ch  m on ie s 

sh a l l  be ap p lied  b y  the T ru s te e  a t su ch  t im e s , a n d  from  tim e  to  t im e , a s  the  T ru s te e  in  it s  so le  d isc re t io n  sh a ll 

d e ten  > * ,  h a v in g  due re g a rd  to  the am oun t o i su ch  m o n ie s a v a ila b le  fo r a p p lic a t io n  and  th e  lik e lih o o d  of
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a d d it io n a l m oney b eco m in g  a v a ila b le  lo r  su ch  ap p lic a t io n  in the  f u t u ic ;  the  d ep o sit o f su ch  m on ie s w ith  the 

P a y in g  A ge n ts , o r  o th e rw ise  s e t t in g  a s id e  su ch  m o n ie s  in  t r u s t  for th e  p ro p e r  p u rp o se , s h a l l  co n st itu te  p roper 

a p p lic a t io n  by th e  T r u s t e e ;  and  the T ru s te e  s h a l l  in cu r  no l ia b i l i t y  w h a tso e v e r  to the B a n k , to  an y  B o n d h o ld e r  

o r  to a n y  o ther p e rso n  fo r  an y  d e lay  in  a p p ly in g  a n y  su c h  m o n ie s , so  lo n g  a s  the T ru s te e  a c t s  w ith  rea so n ab le  

d ilig e n c e , h a v in g  due re g a rd  for the  c irc u m sta n c e s , a n d  u lt im a te ly  a p p lie s  th e  sam e  in  acco rdance  w ith  su ch  

p ro v is io n s  o f th e  R e so lu t io n  a s  m ay  be ap p lic ab le  at th e  t im e  o f ap p lic a t io n  by  the  T ru s te e . W h en e v e r  th e  

T ru s te e  s h a l l  e x e r c is e  su c h  d isc re t io n  in  a p p ly in g  su ch  m o n ie s , it sh a ll f ix  th e  date  (w h ic h  sh a ll be an  in te re s t  

p a ym en t d a te  u n le s s  the  T ru s te e  sh a ll deem  ano th e r  d a te  m ore  s u it a b le )  upon  w h ich  su ch  ap p lic a t io n  is  to be 

m ad e  a n d  upon su ch  d a te  in te re st on th e  am o u n ts  o f p r in c ip a l to be p a id  on su ch  d a te  sh a l l  cease  to  accru e . 

T h e  T ru s te e  sh a l l  g iv e  su c h  no tice  a s  it m ay  deem  ap p ro p r ia te  for the  f ix in g  o f a n y  su ch  d a te . T h e  T ru s te e  

s h a l l  no t be re q u ire d  to m ake  p aym en t to the H o ld e r  o f a n y  u n p a id  coupon o r  a n y  B o n d  u n le s s  su ch  coupon o r 

su c h  B o n d  sh a l l  be p re sen ted  to the T ru s te e  fo r  ap p ro p r ia te  end o rsem en t o r fo r  can ce lla t io n  i f  fu lly  p a id .

T e r m in a t io n  o f  P r o c e e d in g s

I n  c a se  a n y  p ro ceed in g  taken  by  the T ru s te e  on accoun t o f a n y  e ven t o f d e fau lt  sh a l l  h ave  been d isco n tin u ed  

o r  ab and o ned  fo r  a n y  re a so n , then  in every’ su c h  c a se  the  B a n k , the  T ru s te e  and  th e  B o n d h o ld e rs  sh a ll be 

re s to re d  to  th e ir  fo rm e r p o s it io n s and  r ig h t s  h e reund e r , re sp e c t iv e ly , an d  a l l  r ig h t s ,  rem ed ie s , p o w e rs a n d  

d u t ie s  o f th e  T ru s te e  s h a l l  con tinue  a s  th o ugh  no  such, p ro ceed in g  h ad  beer, ta k e n .

L im i t a t i o n  011 R i g h t s  o f  B o n d h o ld e r s

N o  H o ld e r  o f an y  B o n d  sh a ll h ave  a n y  r ig h t  to in s t itu te  a n y  su it , a c t io n s , m an d am u s o r o ther p ro ceed in g  

in  e q u ity  o r  a t la w  h e reu n d e r , o r  fo r the  p ro tec tio n  o r en fo rcem en t o f a n y  r ig h t  u n d e r  the R e so lu t io n  o r a n y  

r ig h t  u n d e r  law  u n le s s  su c h  H o ld e r  s h a l l  h a v e  g iv e n  to the  T ru s te e  w r it te n  no tice  o f the e ven t o f d e fau lt o r  

b re ach  o f d u ty  on  accou n t o f w h ic h  su ch  su it , a c tio n  o r  p ro ceed in g  i s  to  be taken , and  u n le s s  the  H o ld e rs  

o f n o t le s s  th an  tw en ty -f iv e  pc; cen tum  ( 2 5 % )  in  p r in c ip a l am o un t o f th e  B o n d s  then  O u ts ta n d in g  s h a l l  h av e  

m ad e  w r it t e n  req u e st o f th e  T ru s te e  a fte r  the  r ig h t  to  e x e rc ise  su ch  p o w e rs  o r  r ig h t  o f a c t io n , a s  the c a se  

m ay  be, s h a l l  h a v e  o ccu rred , and  sh a ll h a v e  a ffo rd ed  th e  T ru s te e  a  re a so n ab le  o p p o rtu n ity  c ith e r  to proceed 

to  e x e r c is e  th e  p o w e rs  h e re in  g ran ted  o r g ran te d  u n d e r  the  la w  o r to in s t itu te  su ch  ac t io n , su it  o r p ro ceed in g  

in  i t s  n am e  and  u n le s s , a lso , th e re  sh a ll h a v e  been  o ffe red  to th e  T r u s t e e  re a so n ab le  se c u r ity  and  in d em n ity  

a g a in s t  th e  co sts , e x p e n se s  and  l ia b ilit ie s  to be in cu rre d  th e re in  o r th e reb y , an d  the T ru s te e  s h a l l  h av e  re fu sed  

o r n e g le c ted  to  com p ly  w ith  su ch  request w ith in  a  rea so n ab le  t im e ;  a n d  su ch  no tifica tio n , req u e st a n d  o ffe r 

o f in d em n ity ’ a rc  h e reby  d e c la red  in  e ve ry  su ch  ca se , a t  the op tion  of th e  T ru s te e , to be co n d it io n s p receden t 

to  th e  e xe cu t io n  o f the p o w e r s  u n d e r  th is  R e so lu t io n  or fo r  a n y  o th e r rem ed y  h e reu n d e r  o r u n d e r  la w . It  i s  

u n d e rsto o d  and  in tended  th a t 110 one o r m o re  H o ld e r s  o f the B o n d s  h e reb y  se cu red  s h a l l  h a v e  a n y  r ig h t  in 

a n y  m an n e r  w h a te v e r  by' h is  o r th e ir  ac tio n  to a ffe c t, d is tu rb  o r  p re ju d ic e  the secu r ity ' o f the  R e so lu t io n , o r 

to  en fo rce  a n y  r ig h t  h e reund e r o r u nde r la w  w ith  re sp ec t to  the  B o n d s  o r th is  R e so lu t io n , excep t in  the 

m an n e r  h e re in  p ro v id ed , a n d  tha t a l l  p ro ceed in g s a t  la w  o r  in  e q u ity  s h a l l  be in s t itu te d , h ad  an d  m a in ta in ed  

in  th e  m an n e r  h e re in  p ro v id ed  a n d  fo r the  bene fit o f a l l H o ld e r s  o f the  O u ts ta n d in g  B o n d s  an d  coupon s. 

N o tw ith s ta n d in g  the  fo re g o in g  p ro v is io n s , the  o b lig a t io n  o f the  B a n k  sh a ll be ab so lu te  an d  u n co nd it io n  d to 

p a y  th e  p r in c ip a l an d  R ed em p tio n  P r ic e  o f and  in te re s t  on  the B o n d s to  the re sp e c t iv e  H o ld e r s  th e reo f and  

th e  co u p o n s p e r ta in in g  th e re to  a t the  re sp ec t iv e  due  d a te s  thereo f, an d  n o t 'm g  h e re in  sh a ll a ffec t o r im p a ir  

the  r ig h t  o f ac tio n , w h ich  i s  ab so lu te  and  un co n d it io n a l, o f su ch  H o ld e r s  to en fo rce  such  p aym en t.

A n y th in g  to  th e  co n tra ry  n o tw ith s ta n d in g , each  H o ld e r  o f a n y  B o n d  by  h is  accep tance  th e reo f sh a ll be 

d eem ed  to h a v e  a g re ed  th a t  a n y  co u rt in  i t s  d isc re t io n  m ay  re q u ire , in  a n y  s u k  fc r  th e  en fo rcem en t o f any  

r ig h t  o r  rem ed y  u n d e r  th e  R e so lu t io n  o r a n y  S e r ie s  R e so lu t io n , o r  in  a n y  s u it  a g a in s t  the T ru s te e  fo r an y  

ac t io n  ta k e n  o r om itted  by  it  a s  T ru s te e , the  f i l in g  b y  a n y  p a r ty  l it ig a n t  in  su ch  su it  o f a n  u n d e r ta k in g  to  pay 

th e  r e a so n ab le  c o s t s  o f su c h  su it , a n d  th a t su ch  co u rt m ay  in  it s  d isc re t io n  a s s e s s  re a so n ab le  co sts , in c lu d in g  

re a so n ab le  a t to rn e y s ’ fe e s , a g a in s t  an y  p a r ty  l i t ig a n t  in  an y  su it ,  h a v in g  d u e  re g a rd  to th e  m e r it s  and  

good  fa ith  o f the  c la im s  o r  d e fen se s m ade by  su ch  p a r ty  l i t ig a n t ;  bu t th e  p ro v is io n s  o f th is  p a r a g r a p h  sh a ll 

no t ap p ly  to  a n y  s u it  in s t itu te d  by  th e  T ru s te e , to  a n y  s u it  in s t itu te d  b y  a n y  B o n d h o ld e r , o r g ro u p  o f B o n d ­

h o ld e r s , h o ld in g  a t  le a s t  tw en ty -f iv e  per cen tum  ( 2 5 % )  in  p r in c ip a l am o u n t o f the B o n d s  o u ts ta n d in g , o r 

to a n y  s u it  in s t itu te d  by  a n y  B o n d h o ld e r  fo r  the en fo rcem en t o f th e  p aym en t o f th e  p r in c ip a l o r  R edem p tio n  

P r ic e  o f o r  in te re s t  on  an y  B o n d  on o r  a fte r  th e  re sp e c t iv e  due d a te  th e reo f e x p re sse d  in  su ch  B o nd .
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R e m e d ie s  N o t E x c lu s i v e

N o rem edy  con fe rred  upon o r  re se rv e d  to the T ru s te e  o r to  th e  H o ld e r s  o f th e  B o n d s  u n d e r  the  R e so lu t io n  

is  in tended  to be e x c lu s iv e  o f a n y  o th e r  rem ed y  o r  rem ed ie s , an d  each  and  e v e ry  su ch  rem edy  sh a l l  be c u m u la t iv e  

an d  sh a ll b e  in  ad d it io n  to a n y  o th e r  rem ed y  g iv e n  th e reu n d e r  o r  now  o r  h e re a fte r  e x i s t in g  a t la w  o r  in  e q u ity  

o r b y  sta tu te .

No W a iv e r  o f  D e f a u l t

N o d e la y  o r o m iss io n  o f th e  T r u s t e e  o r o f a n y  H o ld e r  o f the B o n d s  to  e x e r c is e  a n y  r ig h t  o r  p o w e r  

a c c ru in g  upon  any  d e fau lt sh a ll im p a ir  a n y  su ch  r ig h t  o r  p o w er o r  s h a l l  be c o n stru ed  to be a  w a iv e r  o f a n y  

su ch  d e fau lt  o r an  acqu ie scen ce  t h e r e in ; a n d  e v e ry  p o w er and  rem ed y  g iv e n  b y  th e  R e so lu t io n  to  th e  T ru s t e e  

and  the  H o ld e r s  o f the B o n d s , re sp e c t iv e ly , m ay  be e x e rc ise d  fro m  t im e  to t im e  a n d  a s  o ften  a s  m ay  be 

deem ed exp ed ien t.

N o t ic e  o f  E v e n t  o f  D e fn u lt

T h e  T ru s te e  s h a l l  g iv e  to the B o n d h o ld e r s  no tice  o f e ach  e ven t o f d e fau lt  u n d e r  the R e so lu t io n  k n o w n  to  th e  

T ru s te e  w ith in  n in e ty  ( 9 0 )  d a y s  a fte r  k n o w le d g e  o f the o ccu rren ce  th e reo f, u n le s s  su ch  e ven t o f d e fa u lt  s h a l l  

h av e  been rem ed ied  o r cu red  b e fo re  the g iv in g  o f su ch  n o tic e ; p ro v id ed  th a t, e xcep t in  th e  c a se  o f  d e fa u lt  

£  in  th e  p aym en t o f th e  p r in c ip a l o r  R ed em p tio n  P r ic e  o f o r  in te re s t  on  a n y  o f th e  B o n d s , o r  in  th e  m a k in g

o f a n y  p aym en t req u ired  to  be m ad e  in to  the G enera l F u n d  o r  the R e se r v e  F u n d , the  T r u s t e e  sh a l l  b e  

protected in  w ith h o ld in g  su ch  no tice  if  a n d  so  lo n g  a s  th e  board  o f d ir e c to r s , th e  e x e c u t iv e  co m m ittee , o r  a  

t ru s t  com m ittee  o f d ire c to r s  o r r e sp o n s ib le  o ffic e rs o f th e  T n is t e e  in  good  fa ith  d e te rm in e s  th a t th e  w ith ­

h o ld in g  o f su ch  no tice  i s  in  the  in te re s t s  o f  the  B o n d h o ld e rs . E a c h  su c h  no tice  o f e v e n t  o f d e fa u lt  s h a l l  b e  

g iv e n  bv  th e  T ru s te e  by m a il in g  w r it te n  n o tice  th e re o f: ( 1 )  to a l l  r e g is te re d  H o ld e r s  o f B o n d s , a s  th e  n am e s 

and  a d d re s se s  of su ch  H o ld e r s  a p p e a r  upon  the  bo o k s fo r  re g is t r a t io n  a n d  t r a n s fe r  o f B o n d s  a s  k ep t 1 y th e  

T r u s t e e ;  ( 2 )  to su ch  B o n d h o ld e rs  a s  h a v e  filed  th e ir  n am e s and  a d d re s se s  w ith  th e  T ru s t e e  fo r  th a t p u rp o se ;  

and  ( 3 )  to  su c h  o th e r p e rso n s  a s  i s  re q u ire d  by  law .

.M O D IF IC A T IO N S  O F  R E S O L U T IO N S  A N D  O U T S T A N D IN G  B O N D S

T h e  R e so lu t io n  p ro v id e s  p ro cedu re s w h e re b y  th e  B ank- m ay  am end  th e  R e so lu t io n  o r  a  S e r ie s  R e so lu t io n  

by  adop tion  o f a sup p lem en ta l re so lu t io n . A m en d m en ts th a t m ay  be m ade  w ith o u t  the  co n sen t o f  B o n d h o ld e rs  

m u st be fo r  p u rp o se s o f fu r th e r  s e c u r in g  th e  B o n d s , im p o s in g  fu r th e r  l im it a t io n s  on o r  s u r r e n d e r in g  r ig h t s  

o f the B a n k  o r  c u r in g  a m b ig u it ie s .

A m en d m en ts o f the  re sp e c t iv e  r ig h t s  a n d  o b lig a t io n s  c f  the B a n k  a n d  the B o n d h o ld e r s  m ay  be m ade  w ith  

the w r it te n  con sen t o f the H o ld e r s  o f not le s s  th an  s ix t y - s i x  and tw o - th ir d s  p e r cen tum  ( 6 i n p r in c ip a l 

am oun t o f the  o u ts ta n d in g  B o n d s  to  w h ic h  the  am endm en t a p p l iw ; bu t no  su ch  am end m en t s h a l l  p e rm it  a  

/  c h an g e  in  the  te rm s o f redem p tion  o r  m a tu r ity  o f th e  p r in c ip a l o f a n y  B o n d  o r o f a n y  in s ta l lm e n t  o f in te re s t

th e reon  o r a  red u c tio n  in  the  p r in c ip a l am o u n t o r R ed em p tio n  P r ic e  th e reo f, o r  th e  ra te  o f in te re s t  th e reo n  o r 

reduce  the  p e rc e n ta g e s  o r o th e rw ise  a ffe c t th e  c la s s e s  o f B o n d s  the  co n sen t o f the  H o ld e r s  o f w h ic h  i s  re q u ire d  

to e ffect su ch  am endm en t.

A m end m en ts m ay  be m ade  in a n y  re sp ec t w ith  the  w r it te n  co n sen t o f th e  H o ld e r s  o f a l l  o f th e  B o n d s  then  

o u ts ta n d in g .

D E F E A S A N C E

1. I f  th e  B a n k  sh a l l  p ay  o r  c a u se  to be p a id  to the H o ld e r s  o f  a ll B o n d s  a n d  co u p o n s th en  O u ts ta n d in g , 

the  p r in c ip a l an d  in te re s t  a n d  R ed em p tio n  P r ic e , i f  a n v , to becom e d ue  th e reo n , a t th e  t im e s  a n d  in  the 

m an n e r  s t ip u la ted  th e re in  an d  in  th e  R e so lu t io n , th en , a t th e  op tion  o f th e  B a n k , e x p re s se d  in  a n  in s t ru m e n t 

in  w r it in g  s ig n e d  by  an  A u th o r ize d  O ffice r and  d e liv e re d  to  th e  T ru s te e , the  co v e n an ts , a g r e e m e n ts  and  

o th e r o b lig a t io n s  o f the  B a n k  to th e  B o n d h o ld e rs  sh a ll be d isc h a rg e d  a n d  sa t is f ie d . I n  su c h  e ven t, the  

T ru s te e  sh a l l ,  upon th e  req u e st of th e  B a n k ,  e xe cu te  and  d e liv e r  to  th e  B a n k  a l l  su ch  in s t r u m e n t s  a s  m ay  

be d e s ira b le  to  e v id en ce  su ch  d is c h a rg e  and  sa t is fa c t io n  an d  the F id u c ia r ie s  sh a l l  p ay  o v e r  o r  d e liv e r  to  the 

B a n k  a l l  m oney , s e cu r it ie s  a n d  fu n d s  he ld  b y  them  p u r su a n t  to th e  R e so lu t io n  w h ic h  .are no t r e q u ire d  fo r 

th e  p aym en t o r  redem p tion  o f B o n d s  o r  co up o n s not th e re to fo re  su r re n d e re d  fo r  su c h  p a ym en t o r  red em p tio n .
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2 . B o n d s  o r  coupon s o r  in te re s t  in s ta l lm e n ts  fo r the p aym en t o r redem p tion  o f w h ic h  m o n ey s s h a l l

h a v e  been set a s id e  and  sh a ll he h e ld  in  tru st b y  the F id u c ia r ie s  ( th ro u g h  d ep o sit by  the B a n k  o f fu n d s  fo r 

su ch  p aym en t o r redem p tion  o r  o th e rw is e )  at the m a tu r ity  o r  redem p tion  d a te  th e reo f sh a l l  be deem ed to  

h a v e  been pa id  w ith in  th e  m ean in g  an d  w ith  the e ffect e x p re sse d  in p a ra g rap h  1 above. A ll O u ts ta n d in g  B o n d s  

o f a n y  S e r ie s  a n d  a ll co upon s a p p e r ta in in g  to  su c h  B o n d s  sh a ll p r io r  to  the  m a tu r ity  o r redem ption  d a te  the reo f 

be deem ed to h a v e  been p a id  w ith in  the  m e a n in g  and  w ith  the effect e x p re sse d  in  p a rag rap h  1 above  i f  ( a )  in  

c a se  an y  o f sa id  B o n d s  a r e  to be redeem ed  on a n y  date  p r io r  to th e ir  m a tu r ity , the B a n k  s h a l l  h a v e  g iv en  to  

th e  T ru s t e e  in  fo rm  sa t is fa c to ry  to  it. ir re v o c ab le  in s t ru c t io n s  to  p u b lish  a s  p ro v id ed  in  the R e so lu t io n  no tice  

o f redem p tion  on  sa id  d a te  o f su ch  B o n d s , ( b )  th e re  s h a l l  h ave  been depo sited  w ith  the T ru s te e  c ith e r  m oney s 

in  a n  am o un t w h ic h  s h a l l  be su ff ic ien t , o r  d ire c t  o b lig a t io n s  o f the  U n ite d  S ta te s  of A m e r ic a  the  p r in c ip a l o f 

an d  the in te re s t  on  w h ich  w hen  d u e  w i l l  p ro v id e  m o ney s w h ich , to g e th e r  w ith  the m o n ey s, i f  a n y , d epo sited  

w ith  the T ru s te e  a t  th» sam e  t im e , sh a ll be su ffic ien t, to  pay  w h en  due  the p r in c ip a l o r  R ed em p tio n  P r ic e , if  

ap p licab le , an d  in te re s t  d u e  an d  to becom e due on sa id  B o n d s  on and  p r io r  to the redem ption  d a te  o r m a tu r ity  

d a te  th e reo f, a s  th e  ca se  m ay  be, a n d  ( c )  in  the e ven t sa id  B o n d s  a re  not by th e ir  te rm s su b je c t  to redem p tion  

w ith in  th e  n e x t su c c e ed in g  6 0  d a y s , the B a n k  sh a l l  h ave  g iv e n  the T ru s te e  in  fo rm  sa t is fa c to ry  to it ir re v o cab le  

in s t ru c t io n s  to  p u b lish , a s  soon a s  p ra c t ic ab le , a t least tw ice , a t a n  in te rv a l o f not le s s  th an  se ven  d a y s  b e tw een  

p u b lic a t io n s , in  an  A u th o r ized  N ew sp a p e r  a  no tice  to th e  H o ld e r s  o f su ch  B o n d s  and  coupon s th a t th e  depo sit 

req u ired  b y  ( b )  above h a s  been m ad e  w ith  the T ru s te e  and  th a t sa id  B o n d s  an d  coupon s a re  deem ed to h ave  

been  p a id  in  acco rdance  w ith  th is  S e c t io n  and  s ta t in g  su ch  m a tu r ity  o r redem ption  d a te  upon w h ich  m oney s 

a r e  to be a v a ila b le  fo r the p aym en t o f the p r in c ip a l o r R ed em p tio n  P r ic e , if  ap p licab le , on  sa id  B o n d s . N e ith e r 

d ire c t o b lig a t io n s  o f the U n ited  S ta te s  o f A m e r ic a  o r m o ney s d epo sited  w ith  the  T ru s te e  p u r su a n t to th e  p ro ­

v is io n  in  th e  R e so lu t io n  p ro v id in g  fo r  d e fe a sa n c e  nor p r in c ip a l o r in te re s t  p aym en ts on  a n y  su ch  se c u r it ie s  

s h a l l  be w ith d ra w n  or u sed  fo r a n y  pu rp o se  o th e r  th an , and  s h a l l  be he ld  in  t ru s t  fo r , the p aym en t o f the  

p r in c ip a l o r R edem p tio n  P r ic e , i f  a p p lic ab le , a n d  in te re st on sa id  B o n d s :  p ro v id ed  that a n y  c a sh  rece ived  from  

su ch  p r in c ip a l o r in te re st p a ym en ts  on su c h  d ire c t o b lig a t io n s  o f the U n ite d  S ta te s  o f A m erica  d epo sited  w ith  

the  T ru s te e , if  not then  needed fo r  su ch  p u rp o se , sh rill, to the e x te n t p rac t ic ab le , be re in v e sted  in  d ire c t o b lig a ­

t io n s  o f the  U n ited  S ta te s  o f A m e r ica  m a tu r in g  a t t im e s a n d  in  am o u n ts su ff ic ien t to p a y  w hen  d ue  th e  p r in c ip a l 

o r R ed em p tio n  P r ic e , if  a p p lic ab le , ar.d  in te re s t  to  becom e due on  sa id  B o n d s  on  and  p r io r  to su ch  redem p tion  

d a te  a t m a tu r ity  d a te  th e reo f, a s  th e  c a se  m ay  be, and  in te re st e a rn ed  from  su ch  re in v e stm en t sh a ll he p a id  o ver 

to th e  B a n k , a s  rece ived  by  the  T ru s te e , free  and  c le a r  o f a n y  t ru s t . lien  o r  p ledge .

3 . A n y th in g  in  the R e so lu t io n  to th e  c o n tra ry  n o tw ith s ta n d in g , a n y  m o ney s he ld  by  a  F id u c ia r y  in  

t ru s t  fo r th e  p aym en t and  d is c h a rg e  o f a n y  o f th e  B o n d s  o r coupon s w h ic h  rem a in  u n c la im ed  fo r s i x  y e a r s  

a fte r  the  d a te  w h en  su ch  B o n d s  h a v e  becom e due  and  p ayab le , e ith e r  a t th e ir  sta ted  m a tu r ity  d a te s  o r by  

ro ll fo r e a r l ie r  redem p tion , i f  su ch  m o n ey s w e re  held  b y  the F id u c ia r y  a t su ch  date, o r  fo r s i x  y e a r s  a fte r

the  date  o f d epo sit o f su ch  m o n ey s i f  d epo sited  w ith  th e  F id u c ia r y  a fte r  the  sa id  d a te  w h en  su ch  B o n d s

becam e due and  p ayab le , s h a l l ,  a t th e  w r it t e n  req u e st o f the  B a n k ,  be rep a id  b y  the F id u c ia r y  to the  B a n k , 

a s  i t s  a b so lu te  p roperty  a n d  free  from  t r u s t ,  an d  the  F id u c ia r y  sh a ll th e reupon  be re le a sed  a n d  d isc h a rg ed  

w ith  respect thereto  and  the  B o n d h o ld e rs  sh a ll lo o k  o n ly  to  th e  B a n k  fo r the  p aym en t o f su ch  B o n d s  and  

co u p o n s: p ro v id ed , h o w eve r , th a t b e fo re  b e in g  req u ired  to m ake  an y  su ch  p aym en t to th e  B a n k , th e  F id u c ia r y  

sh a ll ,  a t  the  e xp e n se  o f the B a n k , c au se  to  be p u b lish e d  a t le a st tw ice , a t  an  in te rv a l o f not le s s  th an  seven  

d a y s  b e tw een  p u b lic a t io n s , in  an  A u th o r iz e d  N ew sp ap e r , a  no tice  th a t sa id  m oney s rem a in  u n c la im ed  and  

th a t , a f te r  a  date  n am ed  in  sa id  no tice , w h ic h  d a te  sh a ll be not le s s  th an  3 0  d a y s  a fte r  the d a te  o f th e  fir .,i 

p ub lic a tio n  o f su ch  no tice , th e  b a lan ce  of su c h  m o ney s th en  un c la im ed  w i l l  be re tu rn ed  to  the B a n k .

A G R E E M E N T  O F  T H E  S T A T E  A N D  T H E  B A N K

S ec tio n  4 6 2 1  o f th e  A ct p ro v id e s  th a t th e  S ta te  does p led ge  to  and  a g re e  w ith  the h o ld e rs  o f the  bo n d s o r

n o te s o f the  B a n k  th a t  it w i l l  no t lim it  o r  re s t r ic t  the r ig h t s  v e sted  in  th e  B a n k  to fu lf i l l  the te rm s o f an y

ag reem en t m ade  w ith  bondh o ld e rs o r  n o teho ld e rs , o r  in  a n y  w a y  im p a ir  th e  r ig h t s  o r  rem ed ie s o f su ch  h o ld e rs  

u n til th e  b o nd s and  no te s, to ge th e r w ith  th e  in te re s t  th e reon , w ith  in te re s t  on an y  u n p a id  in s t a l lm e n t s  o f 

in te re s t , and  a l l  c o s t s  and  e x p e n se s  in  connection  w ith  a n y  ac tio n  o r p ro ceed in g s b y  o r  on b e h a lf o f su ch  

h o ld e rs , a r e  fu l ly  m et a n d  d isc h a rg e d , and , u n d e r  the  R e so lu t io n , the  B a n k  co ven an ts th a t it w ill  no t c a u se  the 

S ta te  to take  a n y  su ch  action .
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B O N D S  A S  L E G A L  IN V E S T M E N T S

U n d e r  the p ro v is io n s  o f S e c t io n  4 6 2 3  o f the  A c t. the  B o n d s , in  the S ta te  o f V e rm o n t, a rc  m ad e  se cu r it ie s  

in  w h ic h  a ll p u b lic  o ffice rs a n d  bo d ie s  o f th e  S ta te  an d  a ll it s  m u n ic ip a lit ie s  an d  m u n ic ip a l su b d iv is io n s , a ll 

in su ra n c e  co m p an ie s a n d  a s so c ia t io n s , and  o th e r  p e r so n s  c a r r y in g  on an  in su ra n c e  b u s in e s s , a l l b a n k s , b a n k e r s , 

t ru s t  co m p an ie s , s a v in g s  b a n k s  and  s a v in g s  a s so c ia t io n s , in c lu d in g  s a v in g s  a n d  lo an  a s so c ia t io n s , b u ild in g  and  

loan  a s so c ia t io n s , in v e stm en t c o m p an ie s  an d  o th e r  p e rso n s  c a r r y in g  on a b a n k in g  b u s in e s s , a ll a d m in is t r a to r s , 

g u a rd ia n s , e x e cu to r s , t ru s te e s  a r.d  o th e r  f id u c ia r ie s , and  a l l  o ther p e rso n s  w h a tso e v e r  w h o  a re  now  o r  m ay  

h e rea fte r  be a u th o r ize d  to in v e s t  in  b o nd s o r  o th e r o b lig a t io n s  o f the  S ta te , m ay  p ro p e r ly  and  le g a lly  in v e s t  

fu n d s, in c lu d in g  c a p ita l, in  th e ir  co n tro l o r  b e lo n g in g  to them .

S E C U R I T Y  F O R  P U B L I C  D E P O S I T S

B o n d s  o r no te s o f the B a n k  a re  a u th o r ize d  s e c u r ity  fo r a n y  an d  a ll p u b lic  d e p o s it s  in  th e  S ta te  o f V erm ont.

T A X  E X E M P T IO N  .

In te re s t  on the 1 9 7 0  S e r ie s  A B o n d s  i s  e x em p t, in  th e  o p in io n  o f H a w k in s  D e la f ie ld  &  W ood , B o nd  

C o un se l to th e  R an k , u nde r th e  e x i s t in g  s ta tu te  a n d  co u rt d e c is io n s from  F e d e ra l incom e ta x e s , and  unde r 

the  p ro v is io n s  o f the A ct. the  1 9 7 0  S e r ie s  A  B o n d s  and  th e  in te re s t  th e reon  a n d  the  incom e the re from  a rc  

exem p t from  ta x a t io n  by  the S ta te  o f V e rm o n t, e xcep t fo r t r a n s fe r , in h e r ita n c e  an d  e sta te  ta x e s .

NO L IT IG A T IO N

T h e re  i s  no  co n tro v e r sy  o r l i t ig a t io n  o f a n y  n a tu re  now  p en d in g , o r  to th e  k n o w led ge  o f the B a n k , 

th reatened , r e s t r a in in g  o r e n jo in in g  th e  is su a n c e , s a le , e xe cu tio n  o r  d e liv e ry  o f th e  1 9 7 0  S e r ie s  A  B o n d s , o r 

p ro h ib it in g  th e  B a n k  from  m a k in g  th e  L o a n s  w ith  the p roceed s o f s a id  B o n d s , o r  in  a n y  w a y  co n te st in g  

o r a ffe c t in g  th e  v a l id it y  of the  1 9 7 0  S e r ie s  A  B o n d s  o r a n y  p ro ceed in g s o f the  B a n k  ta k en  w ith  re sp e c t to 

the is su a n c e  o r  sa le  the reo f, o r  the p led ge  o r  ap p lic a t io n  o f a n y  m o n ie s  o r  se c u r ity  p ro v id ed  fo r  the p aym en t 

o f the 1 9 7 0  S e r ie s  A  B o n d s o r  the e x is te n c e  o r p o w e r s  o f th e  B a n k .

A P P R O V A L  O F  L E G A L IT Y

A ll le g a l m a tte r s  in c id en t to th e  a u th o r iz a t io n , is su a n c e , sa le  and  d e liv e ry  o f  the 1 9 7 0  S c r ie s  A  B o n d s  

a rc  su b je c t  to the ap p ro va l o f M e s s r s .  H a w k in s .  D e la f ie ld  &  W ood , N ew  Y o r k  C ity , B o nd  C oun se l to  the 

B a n k . A ll L o a n s  w i l l  be m ade  b v  th e  B a n k  su b je c t  to th e  ap p ro va l o f the  M u n ic ip a l B o n d s  se c u r in g  the 

re sp ec t iv e  L o a n s  and  to the v a l id it y  and  e n fo rc e a b ility  o f the re sp e c t iv e  L o an  A g re em en ts en tered  in to  by  

each o f the M u n ic ip a lit ie s  by  bond  co u n se l to each  o f  the M u n ic ip a lit ie s  a n d  su ch  bond  coun se l w i l l ,  at the tim e 

o f the m ak in g  o f each  L o an , p ro v id e  the B a n k  w ith  an op in io n  a s  to th e  v a lid ity  an d  en fo rce ab ility  o f the 

M u n ic ip a l B o n d s  s e c u r in g  th e  L o a n  a n d  the  L o a n  A g re em en t en tered  in to  by  the M u n ic ip a lity .

A ll q uo ta t io n s fro m , an d  su m m a r ie s  a n d  e x p la n a t io n s  o f, the A ct, th e  R e so lu t io n , th e  S e r ie s  R e so lu t io n  

an d  th e  L o a n  A g re em en ts co n ta in ed  h e re in  do not p u rp o rt to he com p le te  an d  re fe ren ce  is  m ade to sa id  law  

and  R e so lu t io n s  fo r fu ll and  com p le te  s ta tem en ts  o f th e ir  p ro v is io n s . T h e  A p pen d ice s attached  hereto  a re  a 

p art o f th is  O ffic ia l S ta tem en t. C o p ie s , in  re a so n ab le  q u an t ity , o f the A c t. the  R e so lu t io n  a n d  the S e r ie s  

R e so lu t io n  m ay  be ob ta ined  upon re q u e st  d irec ted  to th e  B a n k  o r to  the  U n d e rw r ite r s .

A n y  sta tem en ts  in  th is  O ff ic ia l S ta tem en t in v o lv in g  m a tte r s  o f o p in io n , w h e th e r  o r  no t e x p r e s s ly  so  

s t a n d , a rc  in tended  a s  su ch  a n d  not a s  r e p re se n ta t io n s  o f fac t. T h is  O ffic ia l S ta tem en t is  not to be con stru ed  a s  

a  con trac t o r a g re em en t be tw een  th e  B a n k  a n d  the  p u r c h a se r s  o r H o ld e r s  o f a n y  o f the 1 9 7 0  S e r ie s  A B o n d s .

V E R M O N T  M U N IC I P A L  B O N D  B A N K

D a ted : D ecem ber 2 1 ,  1 9 7 0  B y :  / s /  J a m e s  C . D a v is

C h a i r m a n
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I

D E F I N I T I O N S

T h e  fo llo w in g  a re  d e f in it io n s  c f  c e r ta in  o f the te rm s  th a t a re  u sed  in  e ith e r  the  A ct a n d /o r  th e  R e so lu t io n  and  

u sed  in  th is  O ff ic ia l S ta tem en t (b u t  no t o th e rw ise  de fined  h e r e in )  a n d  h ave  the fo llo w in g  m e a n in g s  u n le s s  the co n ­

te x t  s h a l l  c le a r ly  in d ic a te  som e o ther m ean in g . In  a ll in s ta n c e s , re fe ren ce  i s  m ade to  the o r ig in a l d o cum en ts , an d  

th e  d e f in it io n s  a n d  u sa g e  con ta ined  th e re in .

A P P E N D I X  A

" A c c o u n t a n t ’s C e r t if ic a t e ’ ’  shall mean a certificate signed by 
a certified public accountant or a firm o i  certified public ac­
countants of recognized standing selected by the Bank ar.d 
satisfactory to the Trustee.

" A d m in is t r a t iv e  E x p e n s e s ”  shall tnean the Bank's expenses 
of carrying out and administering its powers, duties and func­
tions. as authorized by the Act, and shaif include, without 
limiting the generality of the foregoing: administrative ex­
penses. legal, accounting and consultant’s services and expense!, 
payments to pension, retirement, health and hospitalization 
funds, and any other expenses required or permitted to be paid 
by the Bank under the provisions of the Act or the Resolution 
or otherwise.

" A g g r e g a t e  D e b t  S e r v ic e ”  for any period shall mean, as of 
any date of calculation with respect to all Bonds, the sum 
of the amounts of Debt Service for such period.

" A u t h o r is e d  O f f ic e r "  shall mean any member o f  the Bank, 
its Chairman and any other officer or employee of the Bank 
authorized by resolution of the Bank to perforin the act or 
sign the document in Question.

" B o n d h o ld e r ”  or " f ie ld e r s  o f  B o n d s "  o s  " H o  c r"  (when 
used with reference to Bonds) or any similar te r  11 mean 
any person or party who shall be the beaicr of ~.y >..uistand- 
ing Bond or Bonds registered to bearer or not registered or the 
registered owner of any Outstanding Bond or Bonds which 
shall at the time be registered other than to bearer and 
''Holder" (when used with reference to coupons) shall mean 
any person who shall be the bearer of such coupons.

" D e b t  S e r v ic e "  for any period shall mean, as of any date of 
calculation and with respect to any Scries, an amount equal to 
the sum of (i) interest accruing during such period on Bonds 
of such Series, and (ii) that portion of principal for such 
Series which would accrue during such period if such principal 
were deemed to accrue daily in equal amounts from the next 
preceding principal payment date for such Series (or, if there 
shall be no such preceding principal payment date, from a date 
one year preceding die due date of such principal payment or 
from the date of delivery of such Series of Bonds if such date 
occurred less than one vcrr prior to the date of such principal 
payment). Such interest and principal payments for such 
Scries shall be calculated on the assumption that no Bonds of 
such Series Outstanding at the date of calculation will cease 
to be Outstanding except by reason of the payment of the prin­
cipal payment on the due date thereof.

" F e e s  a n d  C h a r g e s "  shall mean all fees and charges au­
thorized to be charged by the Bank pursuant to subsection 
(8) of section 4591 of the Act and charged by the Bank to 
Municipalities pursuant to the terms and provisions of Loan 
Agreements.

_ " F id u c ia r y "  or " F id u c ia r ie s "  shall mean the Trustee, any Pay­
ing Agent, or any or all of them, as may be appropriate.

" F is c a l  Y e a r "  shall mean any twelve (12) consecutive calen­
dar months commencing with the first day of December and 
ending on the last day of the following November.

" L o a n "  shall mean a loan made by the Bank to the Munici­
pality pursuant to the Act.

" L o a n  A c c o u n t s "  shall mean the accounts by that name estab­
lished by the Resolutions.

" L o a n  A g r e e m e n t "  shall mean an agreement between the Bank 
and a Municipality setting forth the terms and conditions of a 
Loan and more particularly described in the applicable Series 
Resolution.

" L o a n  O b l ig a t io n s "  shall mean the proportionate amount ol 
Bonds issued by the Bank to obtain funds with which to make 
Loans as certified to the Trustee by the Bank pursuant to the 
Resolution.

" M u n ic ip a l  B o n d s  In t e r e s t  P a y m e n t ”  shall mean that portion 
of a Municipal Bonds Payment made or required to be made 
by a Municipality to the Bank which represents the interest due 
or to become due on the Municipality's Municipal Bonds.

" M u n ic ip a l  B o n d s  P r in c ip a l  P a y m e n t ”  shall mean that portion 
of a Municipal Bonds Payment made or required to be made 
by a Municipality to the Bank which represents the principal 
due or to become due on the Municipality's Municipal Bonds.

" M u n ic ip a l it y "  shall mean any Governmental Unit as defined 
by tl’.c Act.

_ “ M u n ic ip a l it y ' s  A l lo c a b l e  P r o p o r t io n "  shall mean the propor­
tionate amount oi the total requirement in respect o i  which the 
term is used determined by the ratio that the total o i  the 
Municipality’s Loan Obligation then Outstanding bears to the 
total of all Loan Obligations then Outstanding.

" M u n ic ip a l it y ’s L o a n  O b l ig a t io n "  shall mean the proportion­
ate amount of Bonds issued by the Bank for the purpose oi 
obtaining funds to make a Loan to a Municipality as certified 
to the Trustee by the Bank.

" N o t e s ”  shall mean any obligations issued by the Bank other 
than Bonds or bonds or other obligations.

"R e d e m p t io n  P r ic e "  shall mean, with respect to any Bond, 
the principal amount thereof, plus the applicable premium, if 
any, payable upon redemption thereof pursuant to the Resolution 
and the Scries Resoluticn pursuant to which the same was 
issued.
_ " R e f u n d in g  Is s u e ”  shall mean all Bonds delivered on original 
issuance pursuant to the icfunding provisions of the Resolution.

" R e s e r v e  F u n d  O b l ig a t io n s "  shall mean the proportionate 
amount of Bonds issued by the Bank to obtain funds with which 
to establish the Reserve Fund.

" R e q u ir e d  D e b t  S e r v ic e  R e s e r v e "  shall mean, as of any date of 
calculation, the amount required to be on deposit in the Reserve 
Fund which amount shall be enual to the maximum amount of 
principal and interest maturing and becoming due in any suc­
ceeding calendar year rounded to the next highest integral 
multiple of $5,000 on all Loan Obligations then Outstanding as 
of such date of calculation and shall include the amount of 
interest then earned or accrued to such date of calculation pro­
vided, however, that such amount shall not exceed “maximum 
debt service reserve” as defined in the Act.

" S e r ie s  o f B o n d s "  or " B o n d s  o f  a  S e r ie s "  or words of similar 
meaning shall mean the Series of Bonds authorized by a Series 
Resolution.

“ S e r ie s  R e s o lu t io n ”  shall mean a resolution of the Bank au­
thorizing the issuance o i  a Scries of Bonds in accordance with 
the provisions of the Resolution.

" S u p p le m e n t a l  R e s o lu t io n ”  shall mea,. a resolution supple­
mental to or amendatory of the Resolution, adopted by the 
Bank in accordance with the Resolution.
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A P P E N D I X  B
MUNICIPALITIES A N D  TIIEIK MUNICIPAL B O ND S

AH of the following named Municipalities have executed Loan Agreements, which Loan Agreements shall 
be executed by the Bank prior to the sale of the 1970 Series A  Bonds. Each Loan Agreement provides that 
simultaneously with the delivery of the Municipality’s Bond or Bonds to the Bank, the Municipality shall 
furnish to the Bank an opinion of bond counsel satisfactory to the Bank which shall set forth among other things 
the unc|ualified approval of said Municipality's Bond or Bonds then being delivered to the Bank and that said 
Municipality’s Bond or Bonds will constitute valid general obligations of the Municipality.

Serial Bonds Due 
Anmnlly in Equal or

C

c.

Municipality
Municipal
Bondi

Berkshire Town School District ...............................  $ 260,000Berlin Town School District .................................... 520,000Brighton Town School District ................................. 370,000Cabot Town School District .....................................  430,000Calais Town School District.....................................  215,000Castlcton Town School District.................................  700,000Charleston Town School District ..............................  400,000Charlotte Town School District................................. 300,000Clarendon Town School District ...............................  440,000Colchester Town School District................................ 1,500,000Dover Town School District .................................... 575,000Essex Town School District .................................... 1,235,000Essex Junction Graded School District...........................  3,160,000Grand Isle Town School District ..............................  135,000Hartland Town School District .................................  500,000I-liticsburg Town School District...............................  450,000Peacham Town School District ................................. 90,000St. Albans Town School District ..............................  300,000St. Jolmsbury Town School District................................ 1,035,000Shelburne Town School District ...............................  1,120,000Sherburne Town School District ...............................  465,000South Burlington Town School District .....................  1,440,000South Burlington Town School District .....................  440,000Sunderland Town School District..............................  200,000Underhill Graded School District, Inc.........................  325,000Wilmington Town School District ............................. 655,000
Braintree-Randolph Union High School District No. 2 ... 970,000Woodstock Union High School District No. 4 .............  870,000Missisquoi Valley Union High School District No. 7 .... 345,000Missisquoi Valley Union High School District No. 7 __ 2,000,000Mt. Mansfield Union High School District No. 17 ............ 3,875,000Lamoille Union High School District No. 18 ....................  680,000Union High Sciiool District No. 26 ............................  1,325,000Union High School District No. 2£............................  1,905,000Union High School District No. 30 ............................  1,800,000Union High School District No. 32 ............................  2,970,000Lelaud & Gray Union High School District No. 34 ............ 1,155,000Green Mountain Union High School District No. 35____  2,3SO,000
Village of Essex Junction .......................................  90,000Village of Essex Junction .......................................  235,000Village of Essex Junction .......................................  700,000Village of Ludlow .................................................  200,000Village ot Lyndonvillc ............................................ 285,000Village of Riclu'ord ................................................ 150,000
Town of Castlcton .......................................................  425,000Town of St. Johnsbury.................................................. 710,000Town of West Rutland.................................................. 520,000
City of St. Albans ..................................................  3SO.OOO

Total .............................................  $41,230,000

Declining Principal 
Amounts on 
December 1*

(Years Inclusive)1971 —1987 1971 —1990 1971 — 1990 1971 —. 1990 1971 —1990 1971 — 1990 1971 —1990 1971 —1985 1971 —1990 1971 — 1989 1971 — 1990 1971 —1989 1971 —1987 1971 —1990 1971 —1990 1971 — 1988 1971 —19881971 —19901972 —1988 1971 —1986 1971 —1990 1971 — 1987 1971 —1989 1971 — 1990 1972—1990 1971 —1989 
1972—1987 1971 — 1987 1971 —1988 1971 —1988 1972—1990 1971 —1987 1971 —1989 1971 — 19S81971 — 19891972 — 1990 1971 — 1996 1971 — 1989 
1971 — 1988 1971 — 1989 1971 —19901971 —19901972 — 1989 1971 _  1990 
1972—1990 1971 — 19S9 1972— 1990
1971 —1989

* The Loan Agreements respecting the above listed Municipal Bonds each provide that the Municipality shall make funds available to the Bank for the payment of principal and interest at least five (5) business days prior to the due dates thereof notwithstanding the dates ot payment as stated in the Municipal Bonds. None of the above listed Municipal Bonds are redeem­able by their terms.
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L O A N  O B L I G A T I O N S  A N D  R E S E R V E  F U N D  O B L I G A T I O N S

1970 SERIES A BONDS 
(Loan Obligations Plus Reserve Fund Obligations)

LOAN OBLIGATIONS 
(Issued to Make Loans to the Municipalise 
Equal to Aggregate Municipal Bonds)

RESERVF. FUND OBLIGATIONS 
(Issued to Deposit Approximately 
IlOCr of the Required Debt Service 
Reserve in the Rcscrvo Fund)

Due 
December 1 Principal Interest Debt Service Principal Interest Debt Service Principal Interest Debt Service

1971 $ 1,755,000 $ 2,318,765.00 $ 4,073,765.00 $ 1,745,000 $ 2,068,277.50 $ 3,813,277.50 $ 10,000 $ 250.4S7.50 $ 260,487.50

1972 2,480,000 2,235,402.50 4,715,402.50 2,340,000 1,985,390.00 4,325,390.00 140,000 250,012.50 390,012.50

197.1 2,470,000 2,117,602.50 4,587,602.50 2,315,000 1,874,240.00 4,189,240.00 155,000 243,362.50 398,362.50

1974 2,440,000 2,000,277.50 4,440,277.50 2,295,000 1,764,277.50 4,059,277.50 145,000 236,000.00 381,000.00

1975 2,390,000 1,884,337.50 4,274,377.50 2,270,000 1,655,265.00 3,925,265.00 120,000 229,112.50 319,112.50

1976 2,395,000 1,770,852.50 4,165,852.50 2,270,000 1,547,440.00 3,817,44000 125,000 223,412.50 348,412.50

1977 2,400,000 1,657,090.00 4,057,090.00 2,265,000 1,439,615.00 3,704,615.00 135,000 217,475.00 352,475.00

1978 2,385,000 1,537,090.00 3,922,090.00 2,255,000 1,326,365.00 3,581,365.00 130,000 210,725.00 340,725.00

1979 2,380,000 1,417,840.00 3,797,840.00 2,250,000 1,213,615.00 3,463,615.00 130,000 204,225.00 334,225.00

1980 2,390,000 1,298,840.00 3,688,840.00 2,240,000 1,101,115.00 3,341,115.00 150,000 197.725.00 347,725.00

1981 2,350,000 1,179,310.00 3,529,340.00 2,220,000 989,115.00 3,209,115.00 130,000 190,225.00 320,225.00

1982 2,335,000 1,061,840.00 3,396,840.00 2.210,000 878.115.00 3,088,115.00 125,000 183,725.00 308,725.00

19S3 2,335,000 945,090.00 3,280,090.00 2.210,000 767,615.00 2,977,615.00 125,000 177,475.00 302,475.00

1984 2,335,000 82S,340.00 3,163,340.00 2,205,000 657,115.00 2,862,115.00 130.000 171,225.00 301,225.00

1985 2,350,000 709.255.00 3 059,255.00 2,200,000 544,660.00 2,744,660.00 150,000 164,595.00 314,595.00

1986 2,400,000 5S7,055.00 2,987,055.00 2,175,000 430,260.00 2,605,260.00 225,000 156,795.00 381,795.00

1987 2,695,000 459,855.00 3,154,855.00 2,090,000 314,985.00 2,404,985.00 605,000 144,870.00 749.S70.00

1988 2,145,000 314,325.00 2,459,325.00 1,650,000 202,125.00 1,852,125.00 495,000 112,200.00 607,200.00

1989 1,980,000 196,350.00 2,176,350.00 1,290,000 111,375.00 1,401,375.00 690,000 84,975.00 774,975.00

1990 1,590,000 87,450.00 1,677,450.00 735,000 40,425.00 775,425.00 855,000 47,025.00 902,025.00

$46,000,000 $24,607,037.50 $70,607,037.50 $41,230,000 $20,911,390.00 $62,141,390.00 $4,770,000 $3,695,647.50 $8,465,647.50

A
P
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APP E N D I X  D

Upon the delivery of the 1970 Series A Bonds, Bond Counsel to the Bank proposes to 

issue its approving opinion in substantially the following form:

IIAWKINS, DELAFIELD &  W O O D  

67 Wall Street 

New York, New York i.0905

Vermont Municipal Bond Bank 

Montpelier, Vermont

Sirs:

W e  have examined certified copies of the proceedings of the Vermont Municipal Bond Bank 

(herein called “Bank"), a body politic and corporate and instrumentality exercising public and essential 

governmental functions of the State of Vermont, organized and existing under the laws of the State 

of Vermont and other proofs submitted to us relative to the issuance and sale of

$46,000,000 

V E R M O N T  M U N I C I P A L  B O N D  B A N K  

1970 Series A  Bonds

The 1970 Scries A  Bonds will mature on the dates and in the principal amounts, and will bear 

interest at the respective rates per annum, as follows:

December !
Principal
Amount

Interest
Rato December 1

Principal
Amount

Interest 
Re to

1971 $1,755,000 4)4% 19S1 $2,350,000 5 %

1972 2,480,000 4)4 1982 2,335.000 5

1973 2.470.000 4)4 19S3 2,335,000 5

1974 2.440,000 4)4 19S4 2,335,000 5.10

1975 2,390,000 4)4 19S5 2,350,000 5.20

1976 2,395,000 4)4 1.986 2,400,000 5.30

1977 2,400,000 5 1987 2,695,000 5.40

197S 2,3S5,000 5 1988 2,145,000 5/z
1979 2,3S0,000 5 1989 1,980,000 5K
19S0 2,390,000 5 1990 1,590,000 5 y2

The 1970 Series A  Bonds are dated December 1, 1970, except as provided in the Resolutions with respect 

to registered 1970 Series A  Bonds. Interest on the 1970 Series A  Bonds is payable semi-annually on 

June 1 and December 1 in each year. The 1970 Series A  Bonds are subject to redemption prior to 

maturity and coupon and registered 1970 Scries A  Bonds arc interchangeable upon the terms and condi­

tions set forth in the Resolutions. The 1970 Scries A  Bonds are in the form of coupon bonds, in the 

denomination of $5,000 or in registered form without interest coupons in the denomination of $5,000 or 

a multiple thereof. The 1970 Scries A  Bonds are lettered and numbered as follows: coupon 1970 Scries 

A Bonds are lettered A  and registered 1970 Series A Bonds are lettered AR; the coupon and registered 

bonds are numbered separately from one consecutively upwards.

W e  have also examined one of said 1970 Series A Bonds as executed (Bond No ).

W e  have also examined certain opinions of bond counsel to the Municipalities relative to the 

validity and enforceability of the Municipal Bonds securing the Loans financed by the Bank from the
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proceeds of the 19/0 Series A  Bonds and to the validity and enforceability of the respective Loan 

Agreements entered into by each of the Municipalities.

W e  are of the opinion that such proceedings and proofs show lawful authority for the issuance 

and sale of the 1970 Series A  Bonds pursuant to Public Act Xo. 216 of the Laws of Vermont enacted by 

the General Assembly of the State of Vermont at the 1969 Adjourned Session known as and cited as the 

Vermont Municipal Bond Bank Law (herein called “Act”), a General Bond Resolution duly adopted 

by the Bank and entitled: "A R esolution C heating a n d Establishing a n  Issue ok B onds ok tiie 

V e r m o n t M unicipal B o n d B a n k ; P roviding kor tiie Issuance krom T ime to T ime ok Said 

B o n d s; P roviding for tiie P a y m e n t  of Principal a n d Interest of Said B onds, a n d  Provid­

ing for tiie R ights ok t h e H olders T hereof.", and a Series Resolution duly adopted by the Bank 

and entitled: “A Series R esolution A uthorizing t h e Issuance of $-16,000,000 1970 Series A B onds, 

of t h e V e r m o n t M unicipal B o n d B a n k ,” said resolutions being herein collectively called the 

“Resolutions” and that the 1970 Series A  Bonds are valid and legally binding general obligations of the 

Bank for the payment of which, in accordance with their terms, the full faith and credit of the Bank have 

been legally and validly pledged. The 1970 Series A  Bonds, together with all other Bonds hereafter issued 

by the Bank within the terms, provisions and limitations ot the General Bond Resolution, are additionally 

secured by a pledge and assignment of all Municipal Bonds securing Loans made by the Bank, by a 

pledge of and lien on the Municipal Bonds Payments, and by a pledge of and lien on the monies and 

securities in certain funds and accounts, including the General Fund and Reserve Fund, established under 

said General Bond Resolution, all as provided in said Resolutions.

W e  are further of the opinion that the Bank in the General Bond Resolution lias validly covenanted 

and will be legally obligated to diligently enforce, and take all reasonable steps, actions and proceedings 

necessary for the enforcement of, all terms, covenants and conditions of the Municipal Bonds securing 

the Loans made by the Bank, including the prompt collection of Municipal Bonds Payments and Fees 

and Charges, and to make and deliver to the Governor or the Governor-elect of the State of Vermont, 

in compliance with the provisions of the Act, the certificate stating the amount, if any, required to 

restore the Reserve Fund to the Required Debt Service Reserve. W e  are further of the opinion that 

the State of Vermont, by its General Assembly, is legally authorized, but not legally obligated, to appro­

priate annually such sum as shall have been certified by the Chairman of the Bank to the Governor or the 

Governor-elect as is necessary to restore the Reserve Fund to an amount equal to the Required Debt 

Service Reserve, and upon the making of such appropriations in accordance with the Act there shall be 

paid to the Bank for deposit in the Reserve Fund the amounts appropriated. The Bank has entered into 

certain further covenants with the holders of the 1970 Series A Bonds for the terms of which reference is 

made to the General Bond Resolution.

W e  are further of the opinion that, under the terms, restrictions and conditions contained in the 

General Eond Resolution, the Bank may hereafter issue additional series oi Bonds on a parity with 

the 1970 Series A  Bonds secured by an equal charge and lien on the Municipal Bonds and Municipal 

Bonds Payments and payable equally from the General Fund and Reserve Fund.

W e  are further of the opinion that the interest on the 1970 Scries A  Bonds is exempt under the 

existing statute and court decisions from Federal income taxes, and ur.der the provisions of t\ Act, the 

1970 Series A  Bonds and the interest thereon and the income therefrom are exempt from taxation by 

the State of Vermont, except for transfer, inheritance and estate taxes.

Respectfully yours,
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request of the Governor
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Referred: Rules

I N  T H E  H O U S E  B Y  TH E  F I N A N C E  C O M M I T T E E

CS F O R  H O U S E  B I L L  NO. 1*02 

IN T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A  

S E V E N T H  L E G I S L A T U R E  - S E C O N D  S E S S I O N  

A B I L L

F o r  an Act e n t i t l e d :  " A n  Act r e l a t i n g  tc a m u n i c i p a l  b o n d  b a n k  a u t h o r i t y ;

a n d  p r o v i d i n g  for a n  e f f e c t i v e  d a t e . "

B E  IT E N A C T E D  BY T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  ALASKA:

* S e c t i o n  1. AS M  is a m e n d e d  by a d d i n g  a n e w  c h a p t e r  to read:

C H A P T E R  58. A L A S K A  M U N I C I P A L  B O N D  B A N K  A U T H O R I T Y .

Sec. til.5 8 . 0 1 0 .  L E G I S L A T I V E  POLICY, (a) It is the p o l i c y  of the

s t a t e

(1) to f o s t e r  a n d  p r o m o t e  by a l l  r e a s o n a b l e  m e a n s  t h e  p r o­

v i s i o n  of  a d e q u a t e  c a p i t a l  m a r k e t s  and f a c i l i t i e s  for b o r r o w i n g  m o n e y  

by p o l i t i c a l  s u b d i v i s i o n s  of the s ta t e  to f i n a n c e  p u b l i c  i m p r o v e m e n t s  

o r  p u r p o s e s ,  to a s s i s t  p o l i t i c a l  s u b d i v i s i o n s  in f u l f i l l i n g  t h e i r  

c a p i t a l  n e e d s  a n d  r e q u i r e m e n t s  by use o f  b o r r o w e d  m o n e y  w i t h i n  

s t a t u t o r y  I n t e r e s t  r a t e  o r  cost of b o r r o w i n g  l i m i t a t i o n s ,  to the 

g r e a t e s t  e x t e n t  p o s s i b l e  to r e d u c e  c osts o f  b o r r o w e d  m o n e y  to t a x p a y e r s i
a n d  r e s i d e n t s  o f  t h e  st a t e ,  and e q u a l l y  to e n c o u r a g e  c o n t i n u e d  i n v e s t o r  I 

i n t e r e s t  in t h e p u r c h a s e  o f  b o n d s  cr n o t e s  of p o l i t i c a l  s u b d i v i s i o n s  as

s o u n d  a n d  p r e f e r r e d  s e c u r i t i e s  for  c a p i t a l  i n v e s t m e n t ;

(2) to e n c o u r a g e  p o l i t i c a l  s u b d i v i s i o n s  to c o n t i n u e  t h e i r  

i n d e p e n d e n t  u n d e r t a k i n g s  a n d  f i n a n c i n g  of p u b l i c  I m p r o v e m e n t s  and 

p u r p o s e s  a n d  a s s i s t  t h e m  by m a k i n g  c a p i t a l  f unds a v a i l a b l e  at r e d u c e d  

i n t e r e s t  c o s t s  for o r d e r l y  f i n a n c i n g  of p u b l i c  I m p r o v e m e n t s  an d  p u r p o s e s  

d u r i n g  p e r i o d s  of r e s t r i c t e d  c r e d i t  or m o n e y  s u p p l y,  p a r t i c u l a r l y  for 

t h o s e  p o l i t i c a l  s u b d i v i s i o n s  not o t h e r w i s e  able  to b o r r o w  for c a p i t a l  

n e e d s  d u r i n g  t h o s e  p e r i o d s .
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(b) It is f u r t h e r  d e c l a r e d  by t h e  l e g i s l a t u r e  t h a t  c u r r e n t  c r e d i t  

a n d  m u n i c i p a l  bon d  m a r k e t  c o n d i t i o n s  r e q u i r e  the e x e r c i s e  o f  rhe p o w e r s  

o f  th e  s t a t e  in the i n t e r e s t  o f  its p o l i t i c a l  s u b d i v i s i o n s  to f u r t h e r  

a n d  i m p l e m e n t  the p o l i c i e s  d e c l a r e d  in (a) o f  t his s e c t i o n  by a u t h o r i s­

ing a s ta t e  bon d  b a n k  a u t h o r i t y  to be c r e a t e d  as a D ody c o r p o r a t e  a n d  

p o l i t i c  to hav e full p o w e r s  to b o r r o w  m o n e y  and tc is s u e  its b o n d s  and 

n o t e s  to m a k e  c a p i t a l  f u n d s  a v a i l a b l e  f o r  b o r r o w i n g  by p o l i t i c a l  s u b­

di v i s i o n s  a n d  by g r a n t i n g  b r o a d  p o w e r s  to th e  b ond b a n k  a u t h o r i t y  to 

c a r r y  out the d e c l a r e d  p o l i c i e s  w h i c h  a r e in the p u b l i c  i n t e r e s t  o f

th e  s t a t e  a n d  its t a x p a y e r s  an d r e s i d e n t s .

(c) It is f u r t h e r  d e c l a r e d  by the l e g i s l a t u r e  that s t a t e  f u n d s  

s h o u l d  be a p p l i e d  or a u t h o r i z e d  to be p a i d  to a s t a t e  b o n d  b a n k  

a u t h o r i t y  o n l y  to p r o v i d e  a d e q u a t e  a s s u r a n c e  a n d s e c u r i t y  to tne h o l d e r s  

o f  the b o n d s  or n o t e s  o f  t h e  b o n d  b a n k  a u t n o r i t y ;  and f u r t h e r  that the 

bo n d  b a n k  a u t h o r i t y  s h o u l d  c o n d u c t  its o p e r a t i o n s  to p r o v i d e  the l o w e s t  

r a t e s  in terms o f  b o r r o w i n g  to p o l i t i c a l  s u b d i v i s i o n s  as is c o n s i s t e n t  

w i t h  a s e l f - s u p p o r t i n g  o p e r a t i o n  w i t h  n o  e x p e c t a t i o n  o f  s u b s i d i z a t i o n  

w i t h  s t a t e  funds.

Sec. M . 58.020. M U N I C I P A L  B O N D  B A N K  A U T H O R I T Y .  T h e r e  is c r e a t e d  

the A l a s k a  M u n i c i p a l  Bo n d  B a n k  A u t h o r i t y .  T h e  a u t h o r i t y  is a p u b l i c  

c o r p o r a t i o n  o f  the state. T h e  c o r p o r a t i o n  is a n  i n s t r u m e n t a l i t y  o f  

th e  s t a t e  w i t h i n  the D e p a r t m e n t  o f  R e v e n u e  but has a legal e x i s t e n c e  

I n d e p e n d e n t  o f  and s e p a r a t e  f r o m  t h e  s t a t e  and has c o n t i n u i n g  

s u c c e s s i o n  u n t i l  its e x i s t e n c e  is t e r m i n a t e d  by law. Th e  e x e r c i s e  by 

the a u t h o r i t y  o f  the p o w e r s  c o n f e r r e d  by this c h a p t e r  is c o n s i d e r e d  an 

e s s e n t i a l  g o v e r n m e n t a l  f u n c t i o n  o f  the state.

Sec. M .  58.030. M E M B E R S H I P  AN D  V A C A N C I E S .  T h e  b o n d  b a n k  a u t h o r i t y  

c o n s i s t s  of  the f o l l o w i n g  f i v e  d i r e c t o r s ;  the c o m m i s s i o n e r  o f  r e v e n u e ,  

w h o  s h al l  be a d i r e c t o r  ex o f f i c i o ,  a n d  four d i r e c t o r s  a p p o i n t e d  by



the go v e r n o r .  T h e  a p p o i n t m e n t  o f  e a c h  d i r e c t o r  o t h e r  t h a n  the 

c o m m i s s i o n e r  o f  r e v e n u e  is s u b j e c t  to c o n f i r m a t i o n  by the l e g i s l a t u r e .  

T h e  fou r  d i r e c t o r s  a p p o i n t e d  by the g o v e r n o r  s e r v e  f o r  f o u r  y e a r  terms. I

T h e y  m u s t  be r e s i d e n t s  o f  the s t a t e  an d  q u a l i f i e d  v o t e r s  at t h e  time 

of a p p o i n t m e n t .  Th e  d i r e c t o r s  first a p p o i n t e d  s h a l l  h a v e  t e r m s  of one, 

two, t h r e e  a n d  f o u r  y e a r s  r e s p e c t i v e l y .  E a c h  d i r e c t o r  s hall h o l d

i
o f f i c e  fo r  t h e  t e r m  o f  h i s  a p p o i n t m e n t  an d  u n t i l  his s u c c e s s o r  h a s b e e n I
a p p o i n t e d  a n d  q u a l i f i e d .  T h e  four d i r e c t o r s  a p p o i n t e d  by the g o v e r n o r  

s e r v e  at the p l e a s u r e  o f  th e  g o v e r n o r .  A d i r e c t o r  is e l i g i b l e  for 

r e a p p o i n t m e n t . A v a c a n c y  in t h e  d i r e c t o r s h l D  o c c u r r i n g  o t h e r  t h a n  by

i
e x p i r a t i o n  of t e r m  s h a l l  be f i l l e d  in the s a m e  m a n n e r  as the o r i g i n a l  

a p p o i n t m e n t  but for t h e  u n e x p i r e d  t e r m  only. E a c h  d i r e c t o r  b e f o r e  

e n t e r i n g  u p o n  h i s  d u t i e s  s h a ll  t a k e  and s u b s c r i b e  to a n  o a t h  to p e r f o r m  

the d u t i e s  of h i s  o f f i c e  f a i t h f u l l y ,  i m p a r t i a l l y  an d  j u s t l y  to the best 

of nis a b i l i t y .  A r e c o r d  of the o at h  s h a l l be f i l e d  in the o f f i c e  of 

th e  g o v e r n o r .

Sec. 4 4 . 5 8 . 0 4 0 .  O F F I C E R S  A N D  QUORUM. T h e  d i r e c t o r s  sh a l l  elect 

one o f  t h e i r  n u m b e r  as c h a i r m a n .  The d i r e c t o r s  s h a l l  elect a s e c r e t a r y  

a n d  a t r e a s u r e r  w h o  n e e d  not be d i r e c t o r s ,  a n d  the same p e r s o n  m a y  be i
e l e c t e d  to s e r v e  b o t h  as s e c r e t a r y  a n d  t r e a s u r e r .  T h e po w e rs  o f  the

b o n d  b a n k  a u t h o r i t y  a r e  v e s t e d  in the d i r e c t o r s  a n d  t h r e e  d i r e c t o r s  of

the b o n d  b a n k  a u t h o r i t y  s h a l l  c o n s t i t u t e  a quor u m . A q u o r u m  m u s t  a l w a y s  '
i n c l u d e  th e  c o m m i s s i o n e r  of r ev enue. A c t i o n  m a y  be t a k e n  and m o t i o n s  

a n d  r e s o l u t i o n s  a d o p t e d  by the b o n d  b a n k  a u t h o r i t y  at any m e e t i n g  by

the a f f i r m a t i v e  v o t e  o f  at least t h r e e  d i r e c t o r s .  No v a c a n c y  in the

d i r e c t o r s h i p  o f  t h e  b o n d  b a n k  a u t h o r i t y  m a y  I m p a i r  the r ight o f  a quorunl

to e x e r c i s e  al l  t h e  p o w e r s  and p e r f o r m  all the d u t i e s  of the b o n d  ba n k

a u t h o r i t y .

Sec. 4 4 . 5 8 . 0 5 0 .  B O N D I N G  OF M E M B E R S.  B e f o r e  the i s s u a n c e  of  any
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b o n d s  or n o t e s  u n d e r  thi s  c h a p t e r ,  e a c h  d i r e c t o r  s h a l l  e x e c u t e  a s u r e t y  

b on d  in the p e n a l  su m  of $ 2 5 , 0 0 0  and  t h e  t r e a s u r e r  s h a l l  e x e c u t e  a 

s u r e t y  b o n d  in the p e n a l  su m  of $50,000. E a c h  s u r e t y  b o n d  s h a l l  be 

c o n d i t i o n e d  u p o n  the f a i t h f u l  p e r f o r m a n c e  of the d u t i e s  of the o f f i c e  

of  the d i r e c t o r  or t r e a s u r e r ,  to be e x e c u t e d  by a s u r e t y  c o m p a n y  

a u t h o r i z e d  to t r a n s a c t  b u s i n e s s  in the S t a t e  of A l a s k a  as s u r e t y  a n d  

fi l e d  in the o f f i c e  o f  th e  l i e u t e n a n t  g o v e r n o r .  A f t e r  i s s u a n c e  o f  any 

b o n d s  or n ot e s  by the b o n d  b a n k  a u t h o r i t y  e a c h  d i r e c t o r  s h al l  maint. 

his s u r e t y  b o n d  in force. All c os t s  o f  the s u r e t y  b o n d s  s h a l l  be 

b o r n e  by the b o n d  b a n k  a u t h o r i t y .

Sec. 4 4.58.060. C O M P E N S A T I O N  A N D  E X P E N S E S .  Th e  d i r e c t o r s  o f  the 

b o n d  b a n k  a u t h o r i t y  s h a l l  s e r v e  w i t h o u t  c o m p e n s a t i o n ,  but the bo n d  

b a n k  a u t h o r i t y  sh a l l  r e i m b u r s e  its d i r e c t o r s  for a c t u a l  e x p e n s e s  n e c e s­

sa r i l y  i n c u r r e d  in the d i s c h a r g e  of t h e i r  duties. N o t w i t h s t a n d i n g  any 

o t h e r  law, an o f f i c e r  or e m p l o y e e  of the s t a t e  sh a l l  not be c o n s i d e r e d  

to f o r f e i t  his o f f i c e  or e m p l o y m e n t  or any b e n e f i t s  by r e a s o n  of his 

a c c e p t a n c e  of the o f f i c e  of d i r e c t o r  o f  the bon d  b a n k  au t h o r i t y .

Sec. 44.58 . 0 70 .  STAFF. T h e  bo n d  b a n k  a u t h o r i t y  m a y  e m p l o y  s u c h  

o f f i c e r s ,  a g e n t s  a n d  e m p l o y e e s  as it m a y  r e q u i r e  a nd  d e t e r m i n e  t h e i r  

q u a l i f i c a t i o n s ,  t e rm s  o f  offi c e ,  d u t i e s  and c o m p e n s a t i o n .

Sec. 4 4 .58.080. C O N F L I C T  O F  I N TEREST. No o f f i c e r ,  e m p l o y e e  or 

a g e n t  of the bond b a n k  a u t h o r i t y  m a y h a v e  any i n t e r e s t ,  d i r e c t  or 

i n d i r e c t ,  in any c o n t r a c t  or p r o p o s e d  c o n t r a c t  for s e r v i c e s  or m a t e r i a l s  

to be f u r n i s h e d  to or u s e d  by the b o n d  b a n k  a u t h o r i t y ,  o t h e r  t h a n  for 

his c o nt r a c t  of a p p o i n t m e n t  or e m p l o y m e n t .  N e i t h e r  the h o l d i n g  of an 

o f f i c e  or e m p l o y m e n t  in the g o v e r n m e n t  of the s t a t e or o f  a p o l i t i c a l  

s u b d i v i s i o n  no r  e m p l o y m e n t  or i n t e r e s t  in a p r i v a t e  b a n k i n g  or financial 

b u s i n e s s  or e n t e r p r i s e  is a d i s q u a l i f y i n g  i n t e r e s t  p e r se. No d i r e c t o r  

a p p o i n t e d  m a y  be c o n s i d e r e d  by reason of his e m p l o y m e n t  or i n t e r e s t  in a



p r i v a t e  b a n k i n g  o r  f i n a n c i a l  b u s i n e s s  or e n t e r p r i s e  to have a d i s­

q u a l i f y i n g  i n t e r e s t  p e r  se. T h i s  s e c t i o n  is not a p p l i c a b l e  to 

p e r s o n n e l  w h o s e  s e r v i c e s  are p u r c h a s e d  by t h e bond b a n k  a u t h o r i t y  on 

an  i n d e p e n d e n t  c o n t r a c t  basis.

Sec. '4iJ.58.090. P O W E R S  O P  B O N D  B A N K  A U T H O R I T Y .  T h e  b o n d  bank 

a u t h o r i t y  m a y

(1) sue and be suea;

(2) a d o p t  an o ff i c i a l  seal and a l t e r  the  seal at p l e a s u r e ;

(3) m a k e  and e n f o r c e  b y l a w s  a n d  r u l e s  fo r  the c o n d u c t  o f  

its b u s i n e s s  an d  f o r  the use o f  its s e r v i c e s  and f a c i l i t i e s ;

(i)) m a i n t a i n  an o f f i c e  at any p l a c e  w i t h i n  the state;

(5) a c q u i r e ,  hold, u s e  a n d d i s p o s e  o f  its inco m e ,  r e v e n u e s ,  

f u n d s an d  mo n e y ;

(6) a c q u i r e ,  rent, lease, hold, U 3 e  and d i s p o s e  o f  o t h e r  

p e r s o n a l  p r o p e r t y  for its p u r p o s e s ;

(7) b o r r o w  m o n e y  ar.d i s s ue  its n e g o t i a b l e  b o n d s  or notes 

a n d  p r o v i d e  for a n d  s e c u r e  t h e i r  p a y m e n t ,  p r o v i d e  for the r i g h t s  of 

t h e i r  h o l d e r s  a n d  p u r c h a s e ,  h ol d  a n d  d i s p o s e  o f  any o f  its b o n d s  or 

n o t e s ;

(8) fix an d  r e v i s e  fro m  tim e  to time an d  c h a r g e  and c o l l e c t  

f ees a n d  c h a r g e s  f o r  the use o f  its s e r v i c e s  or f a c i l i t i e s ;

(9) a c c e p t  g i f t s  or g r a n t s  f rom the U n i t e d  S t a t e s ,  or f r o m  

any g o v e r n m e n t a l  u n i t  or any p e rs o n ,  firm or c o r p o r a t i o n ,  c a r r y  out the 

t e r m s  o r  p r o v i s i o n s  or m a k e  a g r e e m e n t s  w i t h  r e s p e c t  to the g i f t s  or 

g r a n t s,  and do a n y  a n d  all t h i n g s  n e c e s s a r y ,  u s e f u l ,  d e s i r a b l e  or 

c o n v e n i e n t  in c o n n e c t i o n  w i t h  p r o c u r i n g ,  a c c e p t i n g  or  d i s p o s i n g  o f

the g i f t s  or g r a n t s ;

(10) do a n y t h i n g  a u t h o r i z e d  by this c h a p t e r ,  t n r o u g h  its 

o f f i c e r s ,  a g e n t s  or  e m p l o y e e s  or by c o n t r a c t s  w i t h  a pers o n ;
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(11) make, e n t e r  into and e n f o r c e  a l l  contract.*! n e c e s s a r y ,  

c o n v e n i e n t  o r  d e s i r a b l e  for th e  p u r p o s e s  of t h e  b o n d  b a n k  a u t h o r i t y  or 

p e r t a i n i n g  to any loan to a p o l i t i c a l  s u b d i v i s i o n ,  a p u r c h a s e  o r  s a l e  

o f  m u n i c i p a l  b o n d s  or o t h e r  i n v e s t m e n t s ,  or t h e  p e r f o r m a n c e  o f  its 

d u t i e s  and e x e c u t i o n  01’ any o f  its p o w e r s  u n d e r  thi s  c h a p t e r ;

(12) p u r c h a s e  or h o l d  m u n i c i p a l  b o n d s  at p r i c e s  a n d  in a 

m a n n e r  the bon d  b a n k  a u t h o r i t y  d e e m s  a d v i s a b l e ,  an d  se^i m u n i c i p a l  

b o n d s  a c q u i r e d  or held by it at p r i c e s  w i t h o u t  r e l a t i o n  to c o s t  a n d  in 

a m a n n e r  the bon d  ban k  a u t h o r i t y  d e e m s  a d v i s a b l e ;

(13) inv e s t funds or  m o n e y  o f  the b on d  b a n x  a u t h o r i t y  not 

r e q u i r e d  at t h e t ime o f  inve s t me n t  for loan  to p o l i t i c a l  s u b d i v i s i o n s  

for the p u r c h a s e  o f  m u n i c i p a l  bo n ds ,  in the sam e  m a n n e r  as p e r m i t t e d

for i n v e s t m e n t  o f  f unds b e l o n g i n g  to the state, e x c e p t  as o t h e r w i s e

p r o v i d e d  in this c ha p t e r ;

( 1 ) p r e s c r i b e  the f orm of a p p l i c a t i o n  o r  p r o c e d u r e  r e q u i r e d  

o f  a p o l i t i c a l  s u b d i v i s i o n  for a l o a n  o r  p u r c h a s e  o f  its m u n i c i p a l  

bonds, fix the t e r m s  and c o n d i t i o n s  o f  the l o a n  or p u r c h a s e ,  and e n t e r  

into a g r e e m e n t s  with p o l i t i c a l  s u b d i v i s i o n s  w i t h  r e s p e c t  tc l o an s  or 

p u r c h a s e s ;

(15) r e n d e r  s e r v i c e s  to a p o l i t i c a l  s u b d i v i s i o n  in 

c o n n e c t i o n  w i t h  a p u b l i c  o r  p r i v a t e  s al e  of its m u n i c i p a l  b o n d s ,  i n­

cl u d i n g  a d v i s o r y  and o t h e r  s e r v i c e s ,  a n d  c h a r g e  for s e r v i c e s  r e n d e r e d ;

(16) c h a r g e  fo r  its c o s t s  and s e r v i c e s  in r e v i e w  o r  c o n­

si d e r a t i o n  o f  a p r o p o s e d  l o a n  to a po l i t i c a l  s u b d i v i s i o n  o r  p u r c h a s e  

by the b o n d  b a n k  a u t h o r i t y  o f  m u n i c i p a l  b onds o f  the p o l i t i c a l  s u b­

di v i s i o n ,  w h e t h e r  or not the l o a n  is m a d e  or th e  m u n i c i p a l  b o n d s 

p u r c h a s e d ;

(17) fix and e s t a b l i s h  t er m s  and p r o v i s i o n s  w i t h  r e s p e c t  to 

a p u r c h a s e  of m u n i c i p a l  b o n d s  by th e  b o n d  b a n k  a u t h o r i t y ,  i n c l u d i n g
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d a t e  an d  m a t u r i t i e s  of s u c h  bonds, p r o v i s i o n s  as to r e d e m p t i o n  or 

p a y m e n t  b e f o r e  m a t u r i t y ,  and  any o t h e r  m a t t e r s  w h i c h  in c o n n e c t i o n  wit h  

th e  p u r c h a s e  a r e  n e c e s s a r y ,  d e s i r a b l e  or a d v i s a b l e  in the j u d g m e n t  o f  

th e  b o n d  b a n k  a u t h o r i t y ;

(18) p r o c u r e  i n s u r a n c e  a g a i n s t  any l o s s e s  in c o n n e c t i o n  

w i t h  its p r o p e r t y ,  o p e r a t i o n s  or a s s e t s  in a m o u n t s  and f r o m  i n s u r e r s  

as it d e e m s  d e s i r a b l e ;

(19) to the e x t e n t  p e r m i t t e d  u n d e r  its c o n t r a c t s  w i t h  the 

h o l d e r s  of  b o n d s  o r  n o t e s  o f  the b o n d  b a n k  a u t h o r i t y ,  c o n s e n t  to any I
m o d i f i c a t i o n  o f  the rat e  o f  i nt erest, t ime and p a y m e n t  o f  any i n s t a l l­

me n t  o f  p r i n c i p a l  o r  i n t er e s t ,  s e c u r i t y  or any o t h e r  ter m  o f  any bond 

or  n o t e ,  c o n t r a c t  or agreem' it of any kind  to w h i c h  the b ond b a n k  

a u t h o r i t y  is a pa r t y;  and

(20) d o  all a c t s  and t h i n g s  n e c e s s a r y ,  c o n v e n i e n t  or 

d e s i r a b l e  to c a r r y  out t h e  p o w e r s  e x p r e s s l y  g r a n t e d  or n e c e s s a r i l y  

i m p l i e d  in thi s  chapter.

Sec. *111.58.100. L I M I T A T I O N S .  U n d e r  this c h a p t e r  the bond b a n k  

a u t h o r i t y  m a y  not

(1) m a k e  l oans o f  m o n e y  to any pers o n ,  f irm or c o r p o r a t i o n  

o t h e r  t h a n  a p o l i t i c a l  s u b d i v i s i o n ,  o r  p u r c h a s e  s e c u r i t i e s  is s u e d  by a 

p e r s o n ,  o t h e r  t h a n  a p o l i t i c a l  s u b d i v i s i o n  ex ce p t  for i n ve s t m e n t  

as p r o v i d e d  in this c h a p t e r ,  or

(2) emit b i l l s  of credi t ,  a c c e p t  d e p o s i t s  of m o n e y  for

ti m e  o r  d e m a n d  d e p o s i t ,  a d m i n i s t e r  trusts, o r  e n g a g e  in a n y  for m  or 

m a n n e r  in, o r  in the c o n d u c t  of, a p r i v a t e  or c o m m e r c i a l  b a n k i n g  

b u s i n e s s ,  o r  act as a s a v i n g s  b a n k  or s a v i n g s  and l oan a s s o c i a t i o n ,  or

(3) be or c o n s t i t u t e  a b a n k  or trust c o m p a n y  w i t h i n  the 

j u r i s d i c t i o n  o r  u n d e r  the c o n t r o l  o f  a r e g u l a t o r y  or s u p e r v i s o r y  b o a r d

o r  d e p a r t m e n t  of the s t a t e or the C o m p t r o l l e r  o f  the C u r r e n c y  c f  the
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Un i t e d  S t a t e s  o r  the D e p a r t m e n t  o f  the T r e a s u r y ,  o r  F e d e r a l  R e s e r v e  

B oard o f  the U n i t e d  S t a t e s ,  or

(4) b e  or c o n s t i t u t e  a b ank, b a n k e r  o r  d e a l e r  in s e c u r i t i e s  

w i t h i n  the m e a n i n g  o f  or s u b j e c t  to the p r o v i s i o n s  o f  a n y  s e c u r i t i e s ,  

s e c u r i t i e s  e x c h a n g e ,  o r  s e c u r i t i e s  d e a l e r s  lav;, o f  th e  Un i t e d S t a t e s  

o r  o f  t his s t a t e  or o f  a n y o t h e r  state.

Sec. U 4 . 5 8 . 1 1 0 .  A N N U A L  R E P O R T  A N D  AUDIT. O n  o r  b e f o r e  the last 

da y  of S e p t e m b e r  o f  e a c h  y e a r  the bon d  b a n k  a u t h o r i t y  sh a l l  m a k e  a 

r e p o r t  o f  its a c t i v i t i e s  for the p r e c e d i n g  f i sc a l  y e a r  to the g o v e r n o r  

and to t h e  l e g i s l a t u r e .  T h e  r e p o r t  s h a l l  set f o r t h  a c o m p l e t e  

o p e r a t i n g  and f i n a n c i a l  s t a t e m e n t  c o v e r i n g  its o p e r a t i o n s  d u r i n g  the 

year. T h e  b o n d  b a n k  a u t h o r i t y  slk._ 1 c a u s e  an a u d i t  o f  its b ooks and 

a c c o u n t s  to be m a d e  at l e a s t  o n c e  in e a c h  y e a r  by c e r t i f i e d  p u b l i c  

a c c o u n t a n t s  and the cos t  o f  the a u d i t  s h a l l  be c o n s i d e r e d  an e x p e n s e  

o f  the b o n d  b a n k  a u t h o r i t y  and a cop y  o f  the a u d i t  shall be f i l e d  w i t h  

the c o m m i s s i o n e r  o f  r e v e n u e .

Sec. 4 4 . 5 8 . 1 2 0 .  A N N U A L  BUDG E T .  (a) Not l a t e r  t h a n  J a n u a r y  1 

o f  e a c h  y e a r  the b o n d  b a n k  a u t h o r i t y  s h a ll  ad o p t  a n  a n n u a l  b u d g e t  for 

the s u c c e e d i n g  f i s c a l  y ear. Th e  b u d g e t  s h a l l  set f or t h  the g e n e r a l  

c a t e g o r i e s  of e x p e c t e d  e x p e n d i t u r e s  a n d  t h e  a m o u n t  on a c c o u n t  o f  eac h  

a nd shall i n c l u d e  a p r o v i s i o n  or r e s e r v e  f o r  c o n t i n g e n c i e s  an d  o v e r­

e x p e n d i t u r e s  as w e l l  as any  a d d i t i o n a l  m a t e r i a l  as the b o n d  ban k  

a u t h o r i t y  m a y  d e t e r m i n e .  C o p i e s  o f  the a n n u a l  b u d g e t  c e r t i f i e d  by the 

c h a i r m a n  o f  the b o n d  b a n k  a u t h o r i t y  s h a l l  be p r o m p t l y  fileu w i t h  the 

c o m m i s s i o n e r  o f  r e v e n u e ' a n d  tne d i r e c t o r  o f  b u d g e t  and m a n a g e m e n t ,  

D e p a r t m e n t  o f  A d m i n i s t r a t i o n ,  and t h e a n n u a l  b u d g e t  shall not be

e f f e c t i v e  u nt i l  filed.

(b) Th e  b o n d  b a n k  a u t h o r i t y  may at any time adopt an amended annual b u d­

get for the c u r r e n t  f i s c a l  y ear, but the a m e n d e d  a nn u a l  budget m a y  not 
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1 s u p e r s e d e  any p r i o r  b u d g e t  until th e  a m e n d e d  b u d g e t  is a p p r o v e d  by the 

c o m m i s s i o n e r  of r e v e n u e  as r e a s o n a b l e  and n e c e s s a r y ,  an d  f i l ed  as 

r e q u i r e d  in the c a s e  of t h e  an n u a l  budget.

Sec. 4 4 . 58 . 1 3 0 .  CAR E  AN D  C U S T O D Y  O F  BON D S . T h e  b o n d  b a n k  authority 

m a y  e n t e r  int o  a g r e e m e n t s  or c o n t r a c t s  v/ith an y  b a n k ,  t r u s t  c o m p a n y ,  

b a n k i n g  or  f i n a n c i a l  i n s t i t u t i o n  w i t h i n  or w i t h o u t  t h e  s t a t e  as m a y 

be n e c e s s a r y ,  d e s i r a b l e  or c o n v e n i e n t  in the o p i n i o n  of th e  bon d  b a n k  

a u t h o r i t y  for r e n d e r i n g  s e r v i c e s  in c o n n e c t i o n  v/ith t h e  c are, c u s t o d y  

or s a f e k e e p i n g  of m u n i c i p a l  b o n ds  or o t h e r  i n v e s t m e n t s  h e l d  or o w n e d  

by th e  b o n d  b a n k  a u t h o r i t y  a n 0 s e r v i c e s  in c o n n e c t i o n  w i t h  th e  p a y m e n t  

o r  c o l l e c t i o n  of a m o u n t s  p a y a b l e  as to p r i n ; I p a l  or i n t e r e s t ,  an d  f o r  

s e r v i c e s  in c o n n e c t i o n  v/ith the d e l i v e r y  t o  the b o n d  b a n k  a u t h o r i t y  of 

m u n i c i p a l  b onds o r  o t h e r  i n v e s t m e n t s  p u r c h a s e d  by it o r  s o l d  by it, 

a n d  to pay the cost of t h o s e  serv i c e s .  T h e  b o n d  b a n k  a u t h o r i t y  ma y  

also, in c o n n e c t i o n  v/ith any of the s e r v i c e s  to be r e n d e r e d  by any 

ba n k s ,  t r u s t  c o m p a n i e s  or b a n k i n g  o r  f i n a n c i a l  i n s t i t u t i o n s  as to the 

c u s t o d y  an d  s a f e k e e p i n g  of any of its m u n i c i p a l  b o n d s  or i n v e s t m e n t s ,  

r e q u i r e  s e c u r i t y  in the f o r m  of c o l l a t e r a l  bo n d s ,  s u r e t y  a g r e e m e n t s  

or s e c u r i t y  a g r e e m e n t s  in such f orm a n d  a m o u n t  as, in t h e  o p i n i o n  of 

th e  bon d  b a n k  a u t h o r i t y ,  is n e c e s s a r y  or d e s i r a b l e .

Sec. 44.5 8 . 1 4 0.  E F F E C T  OF O B L I G A T I O N S ,  (a) Forn’.s a n d  n o t e s  i s s u e d

u n d e r  this c h a p t e r  a r e  not a debt or l i a b i l i t y  of t h e  s t a t e  an d  do not

c r e a t e  or c o n s t i t u t e  a n  i n d e b t e d n e s s ,  l i a b i l i t y  or o b l i g a t i o n  of the

s t a t e  n o r  are they o r  do the y  c o n s t i t u t e  a p l e d g e  of the f a i t h  and

c r e d i t  of the state. All b o n d s  and no t e s ,  i s s u e d  u n d e r  thi s  c h a pt e r ,

u n l e s s  f u n d e d  or r e f u n d e d  by b onds or n o t e s  o r  t h e  b o n d  b a n k  a u t h o r i t y ,

ar e  g e n e r a l  o b l i g a t i o n s  of the a u t h o r i t y  to w h i c h  t h e  full f a i t h  and 

c r e d i t  of the a u t h o r i t y  are p l e d g e d  to the p a y m e n t s  t h e r e o f ,  e x c e p t  to 

t h e  e x t e n t  p r o v i d e d  by the r e s o l u t i o n  a u t h o r i z i n g  th e  i s s u a n c e  there o f.
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E a c h  b o n d  an d  n o t e  m u s t  c o n t a i n  on its f ac e  a s t a t e m e n t  t o  the e f f e c t

that the bond b a n k  a u t h o r i t y  13 o b l i g a t e d  to p a y  the p r i n c i p a l  and

i n t e r e s t  on the i n s t r u m e n t  o n l y  f r o m  r e v e n u e s  or f u n d s  of the bond b ank

a u t h o r i t y  and that the s t ^ t e  is not o b l i g a t e d  t o  p a y  the p r i n c i p a l  or

i n t e r e s t  and that n e i t h e r  the f a i t h  and c r e d i t  nor t h e  t a x i n g  p o w e r  of 

the s t at e  is p l e d g e d  to th e  p a y m e n t  of th e  p r i n c i p a l  of or the i n t e r e s t  

on the b o n d  or note.

(b) Th e  s t a t e  p l e d g e s  to a n d  a g r e e s  w i t h  the h o l d e r s  o f  t h e  b o n d s  

or n o t e s  iss u e d  u n d e r  t h i s  c h a p t e r ,  that the s tate w i l l  no t  l i m it  or r e­

strict the r i g h t s  v e s t e d  in the bond bank a u t h o r i t y  to p u r c h a s e ,  a c q u i r e  

hold, sel l  or d i s p o s e  of m u n i c i p a l  b o n d s  or o t h e r  i n v e s t m e n t s  or to m a k e  

l o a n s  to p o l i t i c a l  s u b d i v i s i o n s  or to e s t a b l i s h  a n d  c o l l e c t  f e e s  or oth e 

c h a r g e s  c o n v e n i e n t  or n e c e s s a r y  to p r o d u c e  s u f f i c i e n t  r e v e n u e s  to mee t  

the e x p e n s e s  of o p e r a t i o n  of the bon d  ban k a u t h o r i t y  a n d  to f u l f i l l  the 

t e r m s  of a n y  a g r e e m e n t  m a d e  w i t h  the h o l d e r s  o f  its b o n d s  or n o t e s  or in 

a n y  w a y  i m p a i r  the r i g h t s  o r  r e m e d i e s  of the h o l d e r s  . ohe b o n d s  or 

n o t e s  u n t i l  the b o n d s  a n d  notes, t o g e t h e r  w i t h  th e i n t e r e s t  on the b o n d s  

an d  not e s ,  a n d  i n t e r e s t  o n  a n y  u n p a i d  i n s t a l l m e n t s  of i n t e r e s t ,  a n d  all 

c o s t s  and e x p e n s e s  in c o n n e c t i o n  w i t h  a n y  a c t i o n  or p r o c e e d i n g  by or on 

b e h a l f  of the h o l d e r s ,  a r e  f u l l y  met,  p a i d  and d i s c h a r g e d .

Sec. iJiJ.58.150. N E G O T I A B I L I T Y  O F  B O N D S  OR NOTES. Notwithstanding 

the p r o v i s i o n s  of o t h e r  law, a bon d  or not e  i s s u e d  u n d e r  t h i s  c h a p t e r  

Is f u l l y  n e g o t i a b l e  for a l l  p u r p o s e s  of th e  U n i f o r m  C o m m e r c i a l  Code,

(AS iJ5.05), and a holder or owner of a bond or note, or of any

coupon appurtenant to it, by accepting the bond, note or coupon shall 

be conclusively deemed to have agreed that the bond, note or coupon

is f u l l y  n e g o t i a b l e  for a l l  p u r p o s e s  of the U n i f o r m  C o m m e r c i a l  Code.

Sec. iJiJ.58.l60. B O N D S  OR N O T E S  AS L E G A L  I N V E S T M E N T S .  N o t w i t h­

st a n d i n g  the r e s t r i c t i o n s  o f  a n y  e t h e r  law, al l  banks, t r u s t  c o m p a n i e s ,
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s a v i n g s  b a n k s  a n d  I n s t i t u t i o n s ,  b u i l d i n g  an d  l o a n  a s s o c i a t i o n s ,  s a v i n g s  

a n d  l o a n  a s s o c i a t i o n s ,  i n v e s t m e n t  c o m p a n i e s ,  and o t h e r  p e r s o n s  c a r r y i n g  

o n  a b a n k i n g  b u s i n e s s ,  all I n s u r a n c e  c o m p a n i e s ,  i n s u r a n c e  a s s o c i a t i o n s  

an d  o t h e r  p e r s o n s  c a r r y i n g  o n  an i n s u r a n c e  b u s i n e s s ,  and all e x e c u t o r s ,  

a d m i n i s t r a t o r s ,  g u a r d i a n s ,  t r u s t e e s  an d  o t h e r  f i d u c i a r i e s ,  m a y  l e g a l l y  

in v e s t  a n y  s i n k i n g  fu n d s ,  m o n e y  or o t h e r  f unds b e l o n g i n g  to t h e m  or 

w i t h i n  t h e i r  c o n t r o l  in any b e n d s  or n o t e s  i s s u e d  u n d e r  this c h a p t e r .

Sec. ^ . 5 8 . 1 7 0 .  T A X  E X E M P T I O N .  Al l  p r o p e r t y  o f  the b o n d  b ank 

a u t h o r i t y  is p u b l i c  p r o p e r t y  d e v o t e d  to an e s s e n t i a l  p ub l i c  and 

g o v e r n m e n t a l  f u n c t i o n  a n d  p u r p o s e  a n d  is e x e m p t  f r o m  a l l  t a x e s and 

s p e c i a l  a s s e s s m e n t s  o f  the s t a t e  or any p o l i t i c a l  s u b d i v i s i o n  o f  the 

state. All b o n d s  o r  n o t e s  is s u e d  u n d e r  this c h a p t e r  ar e  is s u e d  by 

a b ody c o r p o r a t e  a n d  p u b l i c  o f  t h i s  s t a t e  and  fo r  a n  e s s e n t i a l  p u b l i c  

a n d  g o v e r n m e n t a l  p u r p o s e  a n d the b o n d s  and n o t e s ,  an d  th e  i n t e r e s t  

and i n c o m e  o n  a n d  f r o m  th e  b o n d s  and no t e s ,  a n d  al l  fees, c h ar g e s ,  

f u n d s ,  r e v e n u e s ,  i n c o m e  and o t h e r  m o n e y  p l e d g e d  or a v a i l a b l e  to pay 

or s e c u r e  th e  p a y m e n t  o f  the b o n d s  or no t es ,  o r  i n t e r e s t  on the b o n d s  

or n o t e s ,  a r e  e x e m p t  f r o m  t a x a t i o n  e x c e p t  for  t r a n s f e r ,  i n h e r i t a n c e  

a n d  e s t a t e  t a x e s .

Sec. Hi*. 5 8 . 180. L O A N S  T O  P O L I T I C A L  S U B D I V I S I O N S .  T h e  b o n d  b a n k  

a u t h o r i t y j to c a r r y  ou t  the p u r p o s e s  and p o l i c i e s  o f  t h i s  c h a p t e r ,  is 

a u t h o r i s e d  to len d  m o n e y  to p o l i t i c a l  s u b d i v i s i o n s  t h r o u g h  the p u r c h a s e  

by th e  b o n d  b a n k  a u t h o r i t y  o f  m u n i c i p a l  b o n d s  o f  p o l i t i c a l  s u b d i v i s i o n s  

in f u l l y  m a r k e t a b l e  form. T h e  bon d  b a n k  a u t n o r i t y ,  for this p ur p o s e ,  

m a y  i s s u e  its b o n d s  a n d 'notes p a y a b l e  s o l e l y  fro m  the r e v e n u e s  or 

f u n d s  a v a i l a b l e  to the b o n d  b a n k  a u t h o r i t y  for suc h p a y m e n t ,  and may 

o t h e r w i s e  a s s i s t  p o l i t i c a l  s u b d i v i s i o n s  as p r o v i d e d  in this chapter.

Sec. M . 5 8 . 1 9 0 .  I S S U A N C E  O P  B O N D S  A N D  NOTES. (a) The bond b a n k  

a u t h o r i t y  m a y  i s s u e  its b o n d s or n o t e s  in suc h  p r i n c i p a l  a m o u n t s  as it
I
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s h a l l  c o n s i d e r  n e c e s s a r y  to p r o v i d e  funds fo r  any p u r p o s e s  u n d e r  this 

c h a p t e r ,  i n c l u d i n g

(1) the p u r c h a s e  o f  m u n i c i p a l  bonds;

(2) the m a k i n g  of loans;

(3) the p a y m e n t ,  f u n d i n g  or r e f u n d i n g  of the p r i n c i p a l  of,

or i n t e r e s t  or  r e d e m p t i o n  p r e m i u m s  on, b o n d s  or n o t e s  issued by it 

w h e t h e r  the b o n ds  o r  n o t e s  or in t e r e s t  to be f u n d e d  o r  r e f u n d e d  h a v e  

or h a v e  not b e c o m e  due;

(*J) the e s t a b l i s h m e n t  or i n c r e a s e  of r e s e r v e s  to s e c u r e  or 

to p a y  b o n d s  or n o t e s  o r  i n t e r e s t  on b onds or n o t e s  a nd  all o t h e r  c o s t s  

or e x p e n s e s  of the b o n d  b a n k  a u t h o r i t y  i n c i d e n t  to an d  n e c e s s a r y  or 

c o n v e n i e n t  to c a r r y out its c o r p o r a t e  p u r p o s e s  an d powers.

(b) E x c e p t  as o t h e r w i s e  p r o v i d e d  in this c h a p t e r  or by th e  b o n d  

b a n k  a u t h o r i t y ,  e v e r y  i s s u e  o f  b o n d s  or n o t es  shall be g e n e r a l  o b l i g a­

ti o n s  p a y a b l e  out o f  any r e v e n u e s  or funds o f  the b o n d  b a n x  a u t h o r i t y ,  

s u b j e c t  o n l y  to any a g r e e m e n t s  w i t h  the h o l d e r s  of p a r t i c u l a r  b o n d s  or 

n o t e s  p l e d g i n g  a n y  p a r t i c u l a r  r e v e n u e s  o- funds. Any b o n d s  or n o t e s  

m a y  be a d d i t i o n a l l y  s e c u r e d  by a p l e d g e  of  any g rant or c o n t r i b u t i o n s

f r o m  t h e  U n i t e d  S t a t e s  o r  the s t a te  or any p o l i t i c a l  s u b d i v i s i o n  or

an y  p e r s o n ,  f i r m  or c o r p o r a t i o n  or a p l e d g e  of any i nc o m e  or r e v e n u e s ,  

f u n d s  o r  m o n e y  o f  the b o n d  b a n k  a u t h o r i t y  f rom any s o u r c e  w h a t s o e v e r .

(c^ N o t w i t h s t a n d i n g  th e  p r o v i s i o n s  o f  (a) an d (b) of this s ec tion, 

t h e  t o t a l  a m o u n t  of b o n d  b a n k  a u t h o r i t y  bo..Is a n d  n o t e s  o u t s t a n d i n g  at 

an y  o n e  time, e x ce p t  b o n d s  or notes issued to fun d  o r  r e f u n d  b o n d s  or 

n o t e s ,  s h a l l  not e x c e e d  $ 1 0 0 , 0 0 0 , 0 0 0 .  ;

Sec. M . 58.200. F O R M  O F  ISSUANCE. B o n d s  o r / n o t e s  of the bo n d  b ank
j

a u t h o r i t y  s h a l l  be a u t h o r i z e d  by r e s o l u t i o n  of the bond  b a n k  a u t h o r i t y  

a n d  m a y  be I s s u e d  in one o r  m o r e  se r i e s  ai.d sly1/ !  b e a r  th e  d a t e  or dates 

m a t u r e  at the t i m e  or tim e s ,  b e a r  i n t er e s t  a y  the r a t e  or r a t e s  of
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i n t e r e s t  pe r  a n n u m  o r  w i t h i n  s u c h  m a x i m u m  r a t e ,  be in the d e n o m i n a t i o n  

or d e n o m i n a t i o n s ,  b e  i n  t h e  form, e i t h e r  c o u p o n  o r  r e g i s t e r e d ,  c a rr y  the 

c o n v e r s i o n  or r e g i s t r a t i o n  p r i v i l e g e s ,  h a v e  the r a n k  or p r i o r i t y ,  be 

e x e c u t e d  in the m a n n e r ,  be p a y a b l e  f r o m  th e  s o u r c e s  i n  the m e d i u m  of 

p a y m e n t  at t h e  p l a c e  or p l a c e s  w i t h i n  or w i t h o u t  the st a t e ,  and be s u b­

jec t  to the t e r m s  o f  r e d e m p t i o n ,  w i t h  or w i t h o u t  p r e m i u m ,  as the r e s o l u­

ti o n  of th e  b o n d  b a n k  a u t h o r i t y  p r o v i d e s .

Sec. 4 4 . 5 8 . 2 1 0 .  S A L E  PRICE. B o n d s  or n o t e s  o f  the b o n d  ba n k  

a u t h o r i t y  m a y  be s o l d  at p u b l i c  c r  p r i v a t e  sal e  at s u c h  p r i c e  as the 

b o n d  b an k  a u t h o r i t y  d e t e r m i n e s .

Sec. M . 5 8 .2 2 0 . A P P R O V A L  O F  G O V E R N O R .  N o  r e s o l u t i o n  o r  o t h e r  a c t i o n  

o f  the b o n d  b a n k  a u t h o r i t y  p r o v i d i n g  fo r  the i s s u a n c e  of b o n d s  m a y  be 

a d o p t e d  or o t h e r w i s e  m a d e  e f f e c t i v e  w i t h o u t  the p r i o r  a p p r o v a l  in urlting 

of th e  g o v e r n o r .  T h e  p o w e r s  c o n f e r r e d  by t h i s  s e c t i o n  on the g o v e r n o r  

s h a l l  be e x e r c i s e d  w i t h  d u e  r e g a r d  fo r the r i g h t s  o f  the h o l d e r s  of bonds 

of the b o n d  b a n k  a u t h o r i t y  at a n y  t i m e  o u t s t a n d i n g ,  a n d  n o t h i n g  in, or 

d o n e  p u r s u a n t  to, t h i s  s e c t i o n  s h a l l  in a n y  wa y  lim i t ,  r e s t r i c t  or a l t e r  

the o b l i g a t i o n  or p o w e r s  o f  th e  bo n d  b a n k  a u t h o r i t y  o r  any d i r e c t o r ,  

o f f i c e r  or r e p r e s e n t a t i v e  o f  the b o n d  b a n k  a u t h o r i t y  to c a r r y  out and 

p e r f o r m  in e v e r y  d e t a i l  e a c h  and e v e r y  c o v e n a n t ,  a g r e e m e n t  or c o n t r a c t 

at any  t ime m a d e  o r  e n t e r e d  i n t o  by or on b e h a l f  o f  th e  b o n d  b a n k  a u t h o r­

ity w i t h  r e s p e c t  to its b o n d s  o r  fo r  the b e n e f i t ,  p r o t e c t i o n ,  or secur i t y  

o f  the h o l d e r s  o f  t h e  bon d s.  E x c e p t  as p r o v i d e d  ir. thi s  s e ct i o n ,  b o n d s  

ar.d n o t e s  m a y  be i s s u e d  p u r s u a n t  to this c h a p t e r  w i t h o u t  the cons en t  of 

any d e p a r t m e n t ,  d i v i s i o n ,  c o m m i s s i o n  or a g e n c y  of the state, and w i t h o u t  

a n y  o t h e r  p r o c e e d i n g  or t h e  h a p p e n i n g  of any o t h e r  c o n d i t i o n s  o r  th i n g s

t h a n  t h o s e  s p e c i f i c a l l y  r e q u i r e d  by thi s chapter.

Sec. 4 4 . 5 8 . 2 3 0 .  P A Y M E N T  O R  R E F U N D I N G  O F  NOTES. The  b o n d  b a n k  

a u t h o r i t y  ma y  f r o m  t i m e  to t i m e  i s s u e  its n o t e s  u n d e r  t his c h a p t e r  and
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p a y  a n d  r e t i r e  or fund or r e f u n d  the n o t e s  f r o m  p r o c e e d s  o f  b o n d s  or 

of o t h e r  not e s ,  or f r o m  a n y  o t h e r  f u n d s  or m o n e y  of t h e  bon a b a n k  

a u t h o r i t y  a v a i l a b l e  for that p u r p o s e  in a c c o r d a n c e  w i t h  a c o n t r a c t  

b e t w e e n  the b on d  b a n k  a u t h o r i t y  a n d  the h o l d e r s  o f  the notes.

Sec. 4 4 . 5 8 .2 4 0 .  T E R M S  OF A G R E E M E N T  W I T H  T H E  B O N D  OR N O T E H O L D E R .

In a n y  r e s o l u t i o n  of the bond bank a u t h o r i t y  a u t h o r i z i n g ,  or r e l a t i n g  

to th e  i s s u a n c e  of a n y  b o n d s  o r  not e s , t he  bond b a n k  a u t h o r i t y ,  in 

o r d e r  to se c u r e  the p a y m e n t  of the b o n d s  or n o t e s  a n d in a d d i t i o n  to 

its o t h e r  p o w e r s ,  m a y  c o v e n a n t  a nd  c o n t r a c t  w i t h  the h o l d e r s  o f  the  

b o n d s  or n o t e s

(1) to p l e d g e  to a n y  p a y m e n t  or p u r p o s e  al l  or a n y  p a r t  of 

its r e v e n u e s  to w h i c h  its r i g h t  t h e n  e x i s t s  or m a y  t h e r e a f t e r  c o m e  

i nto e x i s t e n c e ,  an d  the m o n e y  d e r i v e d  f r o m  the r e v e n u e s ,  a n d  t h e  

p r o c e e d s  of a n y  b o n d s  or notes;

(2) to c o v e n a n t  a g a i n s t  p l e d g i n g  a l l  or a n y  part of its 

r e v e n u e s ,  or a g a i n s t  p e r m i t t i n g  or s u f f e r i n g  a n y  lie n  o n  t h o s e  r e v e n u e s  

or its p r o p e r t y ;

(3) to c o v e n a n t  as to the us e  a n d  d i s p o s i t i o n  of a n y  p a y m e n t s  

of p r i n c i p a l  or I n t e r e s t  r e c e i v e d  by the b ond b a n k  a u t h o r i t y  o n  m u n i­

c i p a l  o o n d s  or o t h e r  i n v e s t m e n t s  hel d  by th e  bo n d  b a n k  a u t h o r i t y ;

(4) to c o v e n a n t  as to e s t a b l i s h m e n t  of r e s e r v e s  or s i n k ' n g  

f unds, th e  m a k i n g  of p r o v i s i o n  for them, and the r e g u l a t i o n  and d i s­

p o s i t i o n  of the r e s e r v e s  or s i n k i n g  funds;

(5) to c o v e n a n t  w i t h  r e s p e c t  to or a g a i n s t  l i m i t a t i o n s  on 

a n y  r i g h t  to sell or o t h e r w i s e  d i s p o s e  of a n y  p r o p e r t y  of a n y  kind;

(6) to c o v e n a n t  as to b o n d s  an d  n o t e s  to be issued, a n d  t h e i r  

l i m i t a t i o n s ,  t e r m s  and c o n d i t i o n s ,  a n d a s  to t h e i r  c u s t o d y ,  a n d  a s  to the 

a p p l i c a t i o n  an d  d i s p o s i t i o n  of the p r o c e e d s  of the b o n d s  and notes;

(7) to c o v e n a n t  as to the i s s u a n c e  of a d d i t i o n a l  b o n d s  or 
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