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1.
CREATION OF RURAL SPECIAL IMPROVEMENT DISTRICT (RSID)

(
Whenever the public interest or convenience may require, the board of county commissioners may order and create special improvement districts outside of the limits of incorporated towns and cities for the purpose of building, constructing, or acquiring by purchase one or more of the improvements of the kind described in 7-12-4102**, in or for the benefit of the special improvement district.  (MCA 7-12-2102(1))  (Note:  ** pertains to municipal special improvement districts.)
√
Petition:  The board of county commissioners may order and create a special improvement district upon the receipt of a petition to create a special improvement district that contains the consent of all of the owners of property to be included in the district.  (MCA 7-12-2102(2))
√
Inclusion of City Property:  The board of county commissioners may create RSID’s covering projects abutting the city limits and include properties inside the city where the RSID abuts and benefits that property, provided that city property owners of 40% or more of the proposed assessments don’t protest the creation of the RSID.  A joint resolution of the city and county must be passed agreeing to the terms of the RSID prior to passing the resolution of intention or resolution creating the RSID. A copy of the resolution of intention and the resolution creating the rural special improvement district must be provided to the city clerk upon the passage of the respective resolutions.  (MCA 7-12-2102(3))

(
Resolution of Intention:  Before creating a RSID, the board of county commissioners shall pass a resolution of intention.  The resolution must (a) designate the number of the district; (b) describe the boundaries of the district; (c) state the general character of the improvements to be made; (d) designate the engineer and an approximate estimate of the cost of the work; (e) specify the method by which the costs of the improvements will be assessed against property in the district; and Effective January 1, 2012:  (f) if the method of assessment is that described in 7-12-2151(1)(d) (i.e., Equal Amount option – see Requirement #4, below), specify that if an increase occurs in the number of benefited lots, tracts, or parcels within the district during the term of the bonded indebtedness, the assessment will be recalculated as provided in 7-12-2151(4).  (MCA 7-12-2103)

√
Upon passage of a resolution of intention, the board of county commissioners shall publish notice of the passage, as provided in 7-1-2121.  See MCA 7-12-2105(3)(a) for a listing of item to be included in the notice.  If the revolving fund is to be pledged to secure the payment of bonds and warrants (See Requirement #9, below), the notice must include a statement that (i) the county general fund may be used to provide loans to the revolving fund; or (ii) a general tax levy may be imposed on all taxable property in the county to meet the financial requirements of the revolving fund.  (MCA 7-12-2105)  (Note:  The provisions of this section do not apply to a resolution of intention to create a RSID that is passed upon receipt of a petition, per 7-12-2102(2), above.)
1.
CREATION OF RURAL SPECIAL IMPROVEMENT DISTRICT (RSID) - continued

(
Resolution Creating District:  The board of county commissioners shall pass a resolution creating the special improvement district when (a) sufficient protests have not been delivered within 30 days of the first notice of the resolution of intention; (b) a protest has been found by the board to be insufficient or has been overruled; (c) a protest against extending the proposed district has been heard and denied; or (d) a resolution creating the district is passed upon receipt of a petition as provided in 7-12-2102(2).  (MCA 7-12-2113)
(
County Attorney:  Except for legal work required by the board of county commissioners in connection with the creation of a rural improvement district, it is not the duty of a county attorney to represent RSID’s.  After a RSID has been created, a part-time county attorney may represent a RSID in his private practice and receive payment for such legal representation. (AGO Vol. 40, #27)
2.
COSTS/EXPENSES

(
The engineer selected shall keep an account of all costs and expenses incurred in connection with each RSID and shall certify the costs and expenses to the county clerk.  (MCA 7-12-2117)

(
Incidental Expenses:  All demands for incidental expenses, except for the administrative fee of the county and interest payable on warrants or bonds of the district, shall be presented to the county clerk by itemized bill.  Incidental expenses include: 
(a)
the compensation of the engineer for work done;

(b)
the cost of printing and advertising;

(c)
interest on warrants of the county issued to pay costs of improvements;

(d)
bond issuance costs;

(e)
a reasonable administrative fee payable to the county for the creation and administration of the district by the county, its officers, and its employees;

(f)
the cost of preparation of plans, specifications, maps, or plats;

(g)
engineering, superintendence, and inspection; and

(h)
preparation of assessment rolls.
(MCA 7-12-2119; 7-12-2101(7); 7-12-2153(1))

(
Items to be Included in the Original Costs:
√
Revolving Fund:  If the bonds or warrants are secured by a revolving fund (See Requirement #9, below), the original costs of any improvement must include an amount of at least 5% and not more than 10% of the principal amount of any bonds or warrants to be issued, which must be deposited in the revolving fund.  (MCA 7-12-2153(2))
2.
COSTS/EXPENSES - continued

√
District Reserve Account:  As part of the original costs of the improvements, the board of county commissioners may include an amount not to exceed 5% of the principal amount of any rural improvement district bonds or warrants issued.  (Note:  This amount is in addition to the amount, if any, specified above when bonds or warrants are secured by a revolving fund.)  The amount must be deposited in a district reserve account created and maintained in the district fund.  (See Requirement #10, below).  (MCA 7-12-2153(3)(b))
3.
BIDDING FOR IMPROVEMENTS
(
A notice inviting proposals and referring to specifications on file with the engineer selected must be published as provided in 7-1-2121 (See CNTY-1, General Topics).  The board of county commissioners may call for bids for proposals for several types of materials for any of the improvements proposed, reserving the right to select the type of materials to be used in making any of the improvements after the bids or proposals have been opened, examined, and declared.  (MCA 7-12-2131 & 2132)

√
If the proposed improvement consists of the purchase of an existing improvement, the board of county commissioners may enter into a contract for the purchase of said improvement without advertising for bids or proposals; provided, however, that the total purchase price shall not exceed the amount set forth in the notice required by 7-12-2105 (See Resolution of Intention, above). (MCA 7-12-2133))

(
Decision to Award:  The board of county commissioners may award the contract for the work or improvement to the lowest responsible bidder at the prices named in the bid and shall reject all proposals other than the lowest regular proposal or bid of a responsible bidder.  The board may reject any proposals or bids if it considers this for the public good, and may also reject the bid of a party who has been delinquent or unfaithful in a former contract with the board.  (MCA 7-12-2135)
(
Bid Security:  All proposals or bids offered must be accompanied by bid security.  Bid securities accompanying rejected bids shall be returned to the proper parties.  The bid security accompanying the accepted proposal or bid must be held by the county clerk until the contract for doing the work has been entered into, either by the lowest bidder or by the owners of over 50% of frontage, at which time the bid security must be returned to the bidder.  If the bidder fails, neglects, or refuses to enter into the contract to perform the work and improvements, then the bid security accompanying the bid must be declared to be forfeited to the board and must be collected by the board and paid into the general fund of the county.  (MCA 7-12-2131 & 2137)
(
Contract Performance Security:  All contractors and contracting owners included shall, at the time of executing any contract for any work, execute a bond to the satisfaction and approval of the board of county commissioners, in the form and manner provided for in Title 18, Chapter 2, Part 2, MCA.   (MCA 7-12-2138)

4.
ASSESSMENT OF COSTS

(
To defray the costs of an RSID, including incidental expenses, the board of county commissioners shall assess the entire cost of the improvements against benefited lots, tracts, or parcels in the district, based upon the benefits received, and shall adopt one or any combination of the following methods of assessments:  (MCA 7-12-2151)

(a)
Area option - Each lot, tract, or parcel of land assessed in the district may be assessed with that part of the whole cost which its assessable area bears to the assessable area of all benefited lots, tracts, or parcels in the district, exclusive of streets, avenues, alleys, and public places.  The assessable area may be less than but may not exceed the actual area of the lot, tract or parcel. (MCA 7-12-2151(1)(a))
(b)
Assessed Valuation option - Each lot, tract, or parcel of land assessed in the district may be assessed with that part of the whole cost of the improvement based upon the assessed value of the benefited lots or pieces of land within the district, if the board determines the assessment to be equitable in proportion to and not exceeding the benefits received from the improvements by the lot, tract, or parcel.
  (MCA 7-12-2151(1)(b))

(c)
Frontage option - Each lot, tract, or parcel of land in the district abutting upon the street where the improvement has been made may be assessed in proportion to its lineal feet abutting the street. (MCA 7-12-2151(1)(c))

(d)
Equal Amount option - Each lot, tract, or parcel of land in the district may be assessed an equal amount based on the total cost of the improvement. (MCA 7-12-2151(1)(d))

√
Effective January 1, 2012:  If the assessment method is that provided in (d) above (Equal Amount option), and an increase occurs in the number of benefited lots, tracts, or parcels within the district during the term of bonded indebtedness, the board shall recalculate the amount assessable to each lot, tract or parcel. The board shall comply with the provisions of 7-12-2158 through 7-12-2160 in adopting the recalculated amount.  (MCA 7-12-21514))
(e)
Utility Service Connections option - Each lot, tract, or parcel of land in the district served by a utility connection may be assessed an equitable lump sum for the connection based on the bid price in the applicable contract. (MCA 7-12-2151(1)(e))

√
The board in its discretion may pay the whole or any part of the cost of any street, avenue, or alley intersection out of any funds that are available to it for that purpose or to include the whole or any part of the costs within the amount of the assessment to be paid by the benefited property. (MCA 7-12-2151(3))

4.
ASSESSMENT OF COSTS - continued

√
In order to apportion the cost of any of the improvements between the corner lots and inside lots of any block, the board of county commissioners may, in the resolution creating any improvement district, provide that whenever any of the improvements shall be along any side street or abutting upon the side of any corner lot or block, the amount of the assessment against the property shall be so assessed that each square foot of the land embraced within any such corner lot shall bear double the amount of the cost of such improvement that a square foot of any inside lot shall bear.  (MCA 7-12-2155)

(
Federal Property Exemption:  Whenever any property belonging to the United States is to be included within the, the board shall in the resolution of intention declare that said property shall be omitted from the assessment thereto to be made to cover the cost and expenses of said work or improvement. The cost of said work or improvement in front of said lots, pieces, or parcels of land shall be paid by the county from its general fund.  (MCA 7-12-2157)
(
Resolution for Assessment:  The board of county commissioners shall by resolution levy and assess a tax upon all benefited property in the RSID to defray the cost of improvements.  The method or methods described above used for the basis of assessment shall be described in the resolution.  A notice of this resolution shall be published as provided in 7-1-2121 (See CNTY-1, General Topics) and mailed to each property owner in the district, and shall state the time at and place in which objections to the final adoption of the resolution will be heard.  (MCA 7-12-2158 & 2159)

5.
MAINTENANCE OF IMPROVEMENTS
NOTE:  See Requirement #16, below, for specific provisions related to Lighting Maintenance Districts.

(
The board of county commissioners shall estimate, as near as practicable, the cost of maintaining, preserving, or repairing the improvements in each district for each year beginning January 1 or another time as may appear necessary.  Before the first Monday in September of each year, the board may adopt a resolution levying and assessing all property within the district.  In lieu of an assessment, the board shall otherwise provide for the whole cost of maintaining, preserving, or repairing the district improvements.  The resolution must be prepared and certified to in substantially the same manner as a resolution levying assessments for making, constructing, and installing the improvements in the special improvement district.  (See Requirement #4, above)  (MCA 7-12-2161(1), (2) & (3))
√
If a rural special improvement district is created to improve a county road established by the county road petition process, the district is responsible for the costs of maintenance and repair of the road.  (AGO Vol. 41, #61)

5.
MAINTENANCE OF IMPROVEMENTS - continued

√
Boundary Changes:  The board may change by resolution, not more than once a year, the boundaries of any maintenance district.  (MCA 7-12-2161(4))
(
A sewer district constituting a rural special improvement district could be significantly expanded and the district's service area doubled in size only by the creation of a new special improvement district. The provisions of 7-12-2161(4) contemplate only maintenance of an existing system for which notice has previously been given and upon which a hearing has been previously held. A substantial addition to an existing district with notice or comment by the affected property owners would conflict with the notice procedures applicable to property owners not yet taxed for the improvement of their property.  (AGO Vol. 40, #44)

(
Administration Costs Included in Maintenance Assessment:  The board shall include in the estimated cost of maintaining the district the lesser of $500 or 5% of the annual assessment of the district. The amount determined is to defray the costs incurred by the county in administering the maintenance district. The board shall annually pay the amount determined under this subsection to the county treasurer for deposit in the county general fund.  (MCA 7-12-2161(5))
(
Improvement District Maintenance Fund:  The money collected from the assessment provided for in 7-12-2161 (above) shall be paid into a fund known as the special improvement district No. .... maintenance fund, the number of which shall correspond with the number of the special improvement district in which the improvements so maintained are situated. Such fund shall be used to defray the expense of maintenance, preservation, or repair of said improvements and for no other purpose.  (MCA 7-12-2162)
√
Example of Maintenance Distinguished From Reconstruction -- Yellowstone County replaced a 4-inch water main serving a rural special improvement district with a 12-inch main and assessed costs as "maintenance" costs against the property owners in the district. The court determined that the replacement costs were "reconstruction" costs as set forth in 7-12-4102, rather than "maintenance" costs under 7-12-2120 or this section, and must be funded by creating a special improvement district under 7-12-2102 after notice and opportunity to object as provided in 7-12-2105 and 7-12-2109, respectively. (Supreme Court case Miller v. Yellowstone County (1988)). 

6.
COLLECTION OF ASSESSMENTS
(
When a resolution of assessment, either for construction or maintenance, has been certified by the county clerk, the county treasurer shall collect the assessment in the same manner and at the same time as taxes for general and municipal purposes are collected.  (MCA 7-12-2163(1))

6.
COLLECTION OF ASSESSMENTS - continued
√
Delinquency:  When the payment of an installment of a special assessment becomes delinquent, all payments of subsequent installments of the special assessment may, at the option of the board of county commissioners and upon adoption of the appropriate resolutions, become delinquent. Upon delinquency in one or all installments, the whole property must be sold the same as other property is sold for taxes. The enforcement of the lien of any installment of a special assessment by any method authorized by law does not prevent the enforcement of the lien of any subsequent installment when it becomes delinquent.  (MCA 7-12-2163(2))

7.
PAYMENT OF ASSESSMENTS
(
The payment of the assessment to defray the cost of constructing any improvements in special improvement districts may be spread over a term of not to exceed 30 years.  (MCA 7-12-2167(1))

√
Federal Loan Exception  If federal loans are available, payments may be spread over a term of not to exceed 40 years.  (MCA 7-12-2167(2))

(
The assessments are payable in equal semiannual installments of principal, with interest on the unpaid installments, or if the board of county commissioners so prescribes in the resolution authorizing issuance of the special improvement district bonds, in equal semiannual installments of principal and interest, each in the amount required to pay the principal over the term of payment, with interest at the rate then borne by the assessment.  (MCA 7-12-2167(3))

√
Prepayment:  Any assessment that is not delinquent may be prepaid, in whole but not in part, at any time after the assessment is levied, by the payment of the assessment, with interest accrued and to accrue thereon through the next date on which interest on bonds of the special improvement district is payable.  (MCA 7-12-2167(4))

(
Interest Rate on Unpaid Assessments:  Except as provided below, the installments of assessments remaining unpaid bear simple interest at an annual rate equal to the sum of:

(a)
1/2 of 1% a year; plus

(b)
the average interest rate payable on the outstanding bonds or warrants of the RSID at the time the assessment is levied each fiscal year; plus

(c)
at the option of the board of county commissioners, up to an additional 1/2 of 1% a year.  The board of county commissioners may subsequently reduce or eliminate this additional interest rate.  If it is reduced or eliminated, it may not be subsequently increased or reimposed.

(MCA 7-12-2176(1) & (2))

7.
PAYMENT OF ASSESSMENTS - continued

√
Interest on Unpaid Assessments When Secured Bonds Have Variable Rate:  If and so long as the bonds or warrants secured by the assessments bear interest at a variable rate, the installments of assessments remaining unpaid must bear simple interest at an annual rate equal to the sum of:

(a)
1% a year; plus

(b)
the interest rate payable on the outstanding bonds or warrants of the RSID at the time the assessment is levied each fiscal year; plus

(c)
to the extent that the interest rate on the bonds or warrants is then less than the maximum rate prescribed for the bonds or warrants or if there is no prescribed maximum rate, up to an additional 1% a year, as may be prescribed by the board of county commissioners in the resolution authorizing the issuance or sale of the bonds or warrants.  (MCA 7-12-2176(3))

8.
RSID BONDS & WARRANTS
(
Bonds and warrants must be drawn against either the construction or maintenance fund created for the RSID and must bear interest from the date of registration until called for redemption or paid in full.  Interest must be payable annually or semiannually.  Bonds may extend over a period not to exceed 30 years. However, if federal loans are available for improvements, repayment may extend over a period not to exceed 40 years.  (MCA 7-12-2171)
(
Issuance and Sale:  The board of county commissioners shall sell bonds or warrants to the highest and best bidder for cash, at a price, including interest to date of delivery, not less than that prescribed by the board in the resolution calling for the sale of the bonds or warrants.  The board may fix the minimum price for the bonds or warrants in an amount [Effective April 22, 2011:  not less than 97% of the face value] of the bonds or warrants if it determines that the sale is in the best interests of the district and county.  Except as noted below, the provisions of 7-7-4251, 7-7-4252, and 7-7-4254) apply to, govern, and control the form of notice of sale, publication of notice, and manner and method of selling bonds or warrants. (MCA 7-12-2172(1) & (3))

√
The bonds or warrants may be sold at a private negotiated sale [Effective April 22, 2011: as determined by the board of county commissioners pursuant to 17-5-107 and subject to the requirements of 7-12-2171].  (MCA 7-12-2172(2))
(
Proceeds of Bonds or Warrants:  The board of county commissioners shall use the proceeds of such sale in making payment for the cost of the improvements. Payments to contractors may be made either from time to time, on estimates made by the engineer in charge of such improvements for the county, or upon the entire completion of the improvements and the acceptance thereof by the board.  (MCA 7-12-2173(1))

8.
RSID BONDS & WARRANTS - continued
√
All interest earned on the investment of bond or warrant proceeds during the construction of improvements must be credited to the construction account of the improvement district fund from which the proceeds were withdrawn.  (MCA 7-12-2173(2))

√
Any proceeds of the bonds or warrants, including investment income thereon, remaining after payment of all costs of the improvements must be transferred to the sinking fund in the improvement district fund and applied, to the extent possible, to the prepayment and redemption of bonds or warrants on the next succeeding redemption date for which notice of redemption may properly be given.  (MCA 7-12-2173(3))
(
Redemption of Bonds and Warrants:  The county treasurer shall first pay out of the proper special improvement district fund, on each interest payment date, the interest on all outstanding warrants or bonds and the principal, if any, then payable on the warrants or bonds. Any funds remaining in the fund must be applied to the redemption of the warrants or bonds in the order specified in the resolution authorizing the issuance of the bonds.  (MCA 7-12-2174(1))

√
District warrants or bonds must be redeemed on any interest payment date from the proceeds of the bonds or warrants remaining after payment of all costs of the improvements, or from the prepayment of assessments levied in the district. RSID bonds or warrants may otherwise be subject to redemption and prepayment as provided in the resolution on any interest payment date.  (MCA 7-12-2174(1))

9.
RSID REVOLVING FUND
(
In order to secure prompt payment of any RSID bonds or warrants, the board of county commissioners may create, establish, and maintain by resolution a fund to be known and designated as the rural special improvement district revolving fund. The revolving fund may not be eliminated until all bonds and warrants secured thereby and the interest thereon have been fully paid and discharged.  (MCA 7-12-2181)
(
Covenants to Use Revolving Fund:  In connection with the issuance of RSID bonds or warrants, the board of county commissioners may undertake and agree:

(a)
to make loans or advances from the revolving fund to the district fund involved in amounts sufficient to make good any deficiency in the bond and interest accounts, to the extent that funds are available;

(b)
to provide funds for the revolving fund pursuant to the provisions of 7-12-2182 by annually making a tax levy or, in lieu of the tax levy, a loan from the general fund, subject to the maximum limitations imposed by 7-12-2182; and

(c)
to retain in the revolving fund a balance up to 10% of the then-outstanding rural improvement district bonds and warrants secured by the revolving fund.
(MCA 7-12-2185(1))

9.
RSID REVOLVING FUND - continued

√
The above undertakings and agreements are binding upon the county with respect to the RSID bonds or warrants until the earlier of:  (MCA 7-12-2185(2)(a))
(i)
the date on which all bonds or warrants of the issue and interest on the bonds or warrants have been fully paid or discharged in a bankruptcy case in which the rural improvement district is the debtor; or

(ii)
the date that is the later of:

(a)
the final stated maturity date of the bonds or warrants; or

(b)
the date on which all special assessments levied in the district have been either paid or discharged.  (See details at MCA 7-12-2185(2)(b) for when the discharge of delinquent special assessments is said to occur.)
√
Prior to entering into the above undertakings and agreements, the county shall take into consideration the factors detailed at MCA 7-12-2185(3), including other circumstances that the board may determine to be material to the public interest of securing the bonds or warrants by the revolving fund.  Any findings or determinations with respect to the listed factors made by the board of county commissioners in a resolution authorizing the undertakings and agreements or the issuance of bonds or warrants are conclusive evidence that the board has taken into consideration the factors required.  (MCA 7-12-2185(3) & (4))

√
Covenants to Not Use Revolving Fund:  In lieu of the undertakings and agreements set forth in subsection (1), the county may determine in the resolution authorizing the issuance of the bonds or warrants that the revolving fund does not secure the bonds or warrants and that the bonds or warrants are payable solely from the district fund created for the bonds or warrants and do not have a claim against the revolving fund.  (MCA 7-12-2185(5))
(
Sources of Money for Revolving Fund:  For the purpose of providing funds for the revolving fund, the board of county commissioners:

(a)
shall include in the cost of the improvements an amount of at least 5% and not more than 10%) of the principal amount of the bonds or warrants to be issued as provided in 7-12-2153(2) (See Requirement #2, above);
(b)
may, from time to time, transfer to the revolving fund from the general fund of the county an amount as may be necessary. The amount transferred is a loan from the general fund to the revolving fund.

(c)
shall, in addition to a transfer or transfers from the general fund or in lieu of a transfer, levy for the revolving fund a tax, declared to be for a public purpose, on all taxable property in the county as is necessary to meet the financial requirements of the revolving fund. A tax may not be levied if the balance in the revolving fund will exceed 10% or, with the amount levied by the tax, will exceed 10% of the principal amount of the then-outstanding RSID bonds and warrants secured by the revolving fund after all required transfers have been made to the district funds through fiscal yearend).  (MCA 7-12-2182(1)

9.
RSID REVOLVING FUND - continued

(
Sources of Money for Revolving Fund - continued
√
Whenever there is money in the district fund that is not required for payment of any bond or warrant or interest, money necessary to pay the loan provided for in 7-12-2183 (see below) must, by order of the board, be transferred to the revolving fund and the balance of the money or, if there is no outstanding loan, as much of the money as the board considers necessary may be transferred to the improvement district's maintenance fund. After all the bonds and warrants secured by the revolving fund have been fully paid, all money remaining in the district fund must, by order of the board, be transferred to and become part of the revolving fund or the improvement district's maintenance fund.  (MCA 7-12-2182(2))

(
Loan from Revolving Fund to Pay Bonds:  When any RSID bond or warrant secured by the revolving fund or any interest on the bond or warrant becomes due and payable and there is either no money or insufficient money in the appropriate district fund after a transfer from the appropriate district reserve account, if established, with which to pay the bond, warrant, or interest (See Requirement #10, below), an amount sufficient to make up the deficiency must be loaned by the revolving fund to the district fund. The bond, warrant, or interest must be paid from the money loaned and money available in the district fund. The loan must be made even if, in the case of bonds or warrants bearing interest at a variable rate, the interest rate on the special assessments at the time the loan is made is less than or later becomes less than the interest rate on the bonds or warrants.  (MCA 7-12-2183(1))
√
Loan from Revolving Fund to Pay Emergency Repairs:  If there is insufficient money in the RSID maintenance fund to pay the cost of emergency repairs, the board of county commissioners, by order or resolution, may loan money from the revolving fund to the district maintenance fund. The loan must be repaid in annual installments in not more than 3 years. The loans may not cause a default in the payments of the principal of the bonds or warrants or the interest on the bonds or warrants. The loan must be repaid by an assessment if other funds are not available. If there are insufficient funds in the revolving fund to make the loans without causing a default in the payment of the principal of the bonds or warrants or the interest on the bonds or warrants secured by the revolving fund, then the loans may not be made.  (MCA 7-12-2183(2))
√
Lien Arising From Revolving Fund Loan:  Whenever a loan is made to a RSID fund from the revolving fund, the revolving fund has a lien for the amount of the loan on the land within the district.  If, after all the bonds and warrants have been fully paid and all money remaining in the district fund has been transferred to the revolving fund, there still remains a debt from the district to the revolving fund, the board of county commissioners may foreclose the lien upon property within the district for which unpaid assessments are owed to the district for the purpose of paying off the loan to the revolving fund.  (MCA 7-12-2184)
9.
RSID REVOLVING FUND - continued

(
Utilization of Excess in Revolving Fund:  Whenever there is in the revolving fund an amount in excess of the amount deposited pursuant to 7-12-2153(2) (i.e., between 5% & 10% of bond principal – see Requirement #2, above) and in excess of 10%) of the then-outstanding RSID bonds and warrants secured by the revolving fund and the board considers any part of the excess to be greater than the amount necessary for payment or redemption of maturing bonds or warrants secured by the revolving fund or interest on the revolving fund, the board may order that any part of the amount the board considers greater than the amount necessary to be:

(1)
transferred to the general fund of the county;

(2)
used for the purchase of property at sales for delinquent taxes, assessments, or both; or

(3) used for the purchase of property that may have been struck off or sold to the county for delinquent taxes, assessments, or both and against which there is an unpaid assessment for special improvements and there are outstanding special improvement district bonds or warrants of the city or town.  (MCA 7-12-2186)

10.
DISTRICT RESERVE ACCOUNT
See Requirement # 2, above – for creation and funding of District Reserve Account
(
If there are insufficient funds in the district bond and interest accounts to pay when due the principal of and the interest on bonds or warrants, the district reserve account, if established, must be used to pay the principal of and the interest on the bonds or warrants issued against the district fund.  (MCA 7-12-2153(3)(c))

√
If bonds or warrants are secured by the revolving fund, the district reserve account, if established, must be exhausted before a loan may be made from the revolving fund pursuant to 7-12-2183.  (MCA 7-12-2153(3)(d))

√
Money remaining in the district reserve account after the principal and interest on all bonds and warrants drawn on the district have been paid or discharged must be transferred to the revolving fund.  (MCA 7-12-2153(3)(e)

11.
CHANGE IN OUTSTANDING PRINCIPAL – RELEVY OF ASSESSMENTS
(
If bonds or warrants are prepaid, or if refunding bonds are issued (see Requirement #12, below) and the principal amount of outstanding bonds is decreased or increased, the assessments levied in the district must be reduced or increased, respectively, pro rata by the principal amount of the prepayment or the increment above or below the outstanding principal amount of bonds represented by the refunding bonds.  (MCA 7-12-2191)

11.
CHANGE IN OUTSTANDING PRINCIPAL – RELEVY OF ASSESSMENTS – continued
√
If refunding bonds are issued, the assessments may be re-levied over a term ending not later than either the final maturity date of the refunding bonds or the date 30 years after the date the bonds to be refunded were issued. The board shall reassess and re-levy the assessments, with the same effect as an original levy, in reduced or increased amounts, in accordance with the provisions of 7-12-2158 through 7-12-2160.  (MCA 7-12-2191)
12.
REFUNDING BONDS
(
A county may issue special improvement district bonds for the purpose of providing the money needed to pay principal of and interest on outstanding special improvement district bonds. To issue bonds for that purpose, the board of county commissioners, at a regular meeting or a duly called special meeting, shall adopt a resolution.  (MCA 7-12-2193(1))

√
When Public Hearing & Notice Required:  If the refunding bonds are proposed to be issued in an amount greater than the amount of outstanding bonds to be refunded, the board may not authorize the issuance of the bonds until it has conducted a public hearing on the desirability of issuing the bonds, after published and mailed notice as provided in 7-12-2105(2), and found by resolution that the issuance of refunding bonds is in the best interest of the special improvement district.  (MCA 7-12-2193(2))

√
Bonds may not be refunded by the issuance of refunding bonds unless:

(a) (i)
the bonds to be refunded bear interest at a fixed rate or rates and the rate of interest offered on the refunding bonds is at least 1/2 of 1% a year less than the rate of interest on the bonds to be refunded;

(ii)
the refunding bonds are to bear interest at a variable rate, which is reasonably expected to result in less interest payable on the refunding bonds than the interest payable on the refunded bonds; or

(iii)
the bonds to be refunded bear interest at a variable rate and the board determines that the issuance of fixed rate refunding bonds is in the best interest of the district and the county or the board determines that the issuance of variable rate refunding bonds based on a different index or formula than that of the refunded bonds is reasonably expected to result over the remaining term of the bonds to be refunded in an interest rate at least 1/2 of 1% a year less than the rate of interest on the refunded bonds;

(b)
there is or will be on the next payment date default in the payment of bond principal or interest; or

(c)
50% or more of the installments of special assessments levied in the special improvement district and payable in a single fiscal year have been delinquent for at least 1 year.

(MCA 7-12-2193(4))

12.
REFUNDING BONDS - continued
√
Escrow:  Refunding bonds issued pursuant to this section may be issued to refund outstanding bonds in advance of the date on which the bonds mature or are subject to redemption, but the proceeds of the refunding bonds, less any accrued interest or premium received from their sale, must be deposited with other funds appropriated for the payment of the outstanding bonds in escrow with a suitable banking institution or trust company, which may be located either in or out of the state.  Deposited funds must be invested per requirements of 7-12-2193(5)(b).  The escrow account must be irrevocably appropriated to the payment of the principal of an interest and redemption premium, if any, on the refunded bonds.  The county may pay the reasonable costs and expenses of issuing the refunding bonds and of establishing and maintaining the escrow account. (MCA 7-12-2193(5))

13.
TRANSFER OF DISTRICT TO CITY OR TOWN

(
When a special improvement district has been created in a county and the property contained therein subsequently becomes a part of the boundaries of an incorporated city or town, the board of county commissioners may transfer the operation, control, and management of the district to a city or town, upon such terms and conditions as may be agreed upon.  A city or town may accept the responsibility to operate and control such a district.  (MCA 7-12-2126(1) & (2))

√
An agreement for transfer of responsibilities from a county to a city or town must be properly executed in writing and must be approved by both governing bodies. The date of transfer of operation, control, and management is the date the agreement is fully effective or the date of transfer specified in the agreement, whichever is later.  (MCA 7-12-2126(3))

14.
POOLING OF BONDS OF DISTRICTS IN COUNTY
(
If the board of county commissioners determines by resolution that the pooling of bonds of more than one special improvement district of the county is in the best interest of the county and the respective districts and will facilitate the sale of the bonds under more advantageous terms or with lower interest rates, the county may issue bonds of the districts combined in a single offering. Such bonds must be secured by the rural special improvement district revolving fund of the county.  (MCA 7-12-2192(1))
√
The bonds must be drawn against a sinking fund that has separate accounts for each special improvement district combined for financing purposes, into which must be payable the assessments levied in each of the districts.  (MCA 7-12-2192(2))
15.
WATER USER ENTITIES EXEMPT FROM ASSESSMENTS
(
Rights-of-way, ditches, flumes, pipelines, dams, water rights, reservoirs, equipment, machinery, motor vehicles, and other personal property owned by a nonprofit water company, water users' association, irrigation company, canal company, ditch company, reservoir company, or similar nonprofit water user entity are exempt from every special assessment imposed by any improvement or maintenance district created under Title 7, chapter 12.  (MCA 7-12-2196)
16.
LIGHTING SYSTEM MAINTENANCE DISTRICT
(
When there has been or shall be created a RSID for the purpose of securing a lighting system for the territory embraced in such RSID, the board of county commissioners may enter into a contract with other persons or corporations for the purpose of furnishing light to said RSID when:

(1)
no expense of construction is incurred by such rural improvement district in the installation of such lighting system;

(2)
it is necessary only to secure funds for the maintenance and operation of said system; and

(3)
lights for said territory can best be secured by entering a contract for such lighting with some other person or corporation. 

(MCA 7-12-2201)

√
Apportionment of Costs:  The cost of the maintenance and operating service to a lighting rural improvement district may be apportioned among the various tracts of land within the district:

(a)
in proportion to the assessed value of the lands within the district, as determined by the board of county commissioners;

(b)
by assessing the cost equally against each of the lots or parcels located within the district;

(c)
in proportion to the lineal front footage of each tract, any part of which is in the district and abuts the street or roadway along which the lighting system is to be maintained; or

(d)
in proportion to the area, as determined by the board, of that portion of each tract included in the district.

(MCA 7-12-2202(1))

√
Assessment Resolution: Before the first Monday of September of each year, the board shall adopt a resolution levying and assessing upon all the property within the district an amount equal to the whole cost of maintaining the lighting system.  The resolution levying assessments to defray the cost of maintenance must be prepared and certified to in the same manner as a resolution levying assessments for making, constructing, and installing improvements in the district.  (MCA 7-12-2202(2)
16.
LIGHTING SYSTEM MAINTENANCE DISTRICT - continued
√
Lien:  Any assessment levied, together with all costs and penalties, shall constitute a lien upon and against the property upon which said assessments are made and levied. This lien can be only extinguished by payment of such assessments, with all penalties, costs, and interest.  (MCA 7-12-2205)

√
Maintenance Fund:  Assessments collected shall be paid into a fund known as the special improvement district No. .... maintenance fund, the number of which shall correspond with the number of the special improvement district in which the improvements so maintained are situated.  Such funds shall be used to defray the expense of maintenance of said system and for no other purpose.  (MCA 7-12-2203)
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