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J u s t i c e  FJesley Cas t l e s  de l ive red  t h e  Opinion of t h e  Court. 

This i s  an o r i g i n a l  proceeding f o r  dec la ra to ry  r e l i e f  under 

T i t l e  93, Chapter 89, R.C.M. 1947, t h e  Uniform Declaratory Judg- 

ments Act. 

Re la to r  i s  a  munic ipa l i ty  of t h e  s t a t e  of Montana, duly 

organized and e x i s t i n g  a s  a  municipal corpora t ion  under t h e  

laws of Montana. Respondent i s  a  Montana corpora t ion  which, 

i n  t h e  course of i t s  bus iness ,  purchases f o r  r e s a l e  bonds i ssued  

by s p e c i a l  improvement d i s t r i c t s  wi th  t h e  s t a t e  of Montana. 

On March 5 ,  1974, by r e s o l u t i o n  of i t s  c i t y  counci l  r e l a t o r  

c r e a t e d ,  wi th in  t h e  c i t y ,  Specia l  Improvement D i s t r i c t  No. 4  f o r  

the  purpose of grading s t r e e t s ,  r ep lac ing  e x i s t i n g  g rave l  base 

course a s  needed, p lac ing  a s p h a l t i c  su r face  course,  i n s t a l l i n g  

storm drainage pipes and i n l e t s  a s  need, a l l  upon t h e  s t r e e t s  and 

avenues of the  spec ia l  improvement d i s t r i c t .  Therea f t e r ,  on 

June 27, 1974, r e l a t o r  awarded a  c o n t r a c t  f o r  the  cons t ruc t ion  

of  such improvements. Rela tor  c i t y  and t h e  c o n t r a c t o r  in tend t o  

proceed with t h e  cons t ruc t ion  i n  accordance with t h e  c o n t r a c t  

when bonds of t h e  s p e c i a l  improvement d i s t r i c t  a r e  so ld  and t h e  

necessary funds a r e  obtained f o r  t h e  f inancing  of the  work. 

By n o t i c e  duly given and adver t i sed  according t o  law, r e l a t o r  

requested b i d s  f o r  submission t o  t h e  c i t y  counci l  f o r  t h e  purchase 

of $264,000, par va lue ,  of Special  Improvement D i s t r i c t  No. 4 bonds 

f o r  t h e  f inancing  of such cons t ruc t ion .  On September 3 ,  1974, a  

b i d  was submitted by respondent and S t a t e  Banlc of Townsend f o r  the  

purchase of such bonds a t  par  with an accruing i n t e r e s t  r a t e  of 

7.75% per annum. No o t h e r  b i d  was submitted. The b i d  was condi- 

t ioned upon the  i ssuance  and f i l i n g  of an opinion of t h e  a t t o r n e y  

genera l  of t h e  s t a t e  of Montana, t o  t h e  e f f e c t  t h a t  c i t i e s  and towns 

could lawful ly  i s s u e  and s e l l  s p e c i a l  improvement d i s t r i c t  bonds 

bear ing  an i n t e r e s t  r a t e  i n  excess of 7% per annum. The b i d  was 

accepted by the  c i t y  counc i l  and t h e r e a f t e r  a  con t rac t  was entered  



i n t o  between r e l a t o r  and the  b idders ,  condi t ioned a s  a f o r e s a i d ,  

providing f o r  t h e  issuance of Specia l  Improvement D i s t r i c t  No. 4  

bonds i n  t h e  sum of $264,000 bearing i n t e r e s t  a t  t h e  r a t e  of 

7.75% per annum, and f o r  t h e  purchase thereof  by t h e  b idders  a t  

par  p lus  accrued i n t e r e s t  t o  the  d a t e  of de l ive ry .  

Therea f t e r ,  on November 2 7 ,  1974, t h e  a t t o r n e y  genera l  of the  

s t a t e  of Montana i ssued  an opinion s t a t i n g ,  i n  e f f e c t ,  t h a t  c i t i e s ,  

towns and count ies  may lawful ly  i s s u e  and s e l l  s p e c i a l  improvement 

d i s t r i c t  bonds o r  warrants ,  bear ing an i n t e r e s t  r a t e  i n  excess of 

7% per annum i f  t h e  s p e c i a l  assessments paid by t h e  property owners 

wi th in  t h e  d i s t r i c t  a r e  appropr ia ted  f o r  the  payment of p r i n c i p a l  

and i n t e r e s t  on such bonds o r  warrants .  

Rela tor  was then advised by respondent t h a t ,  notwithstanding the  

provis ions  of t h e i r  con t rac t  and the  a t t o r n e y  g e n e r a l ' s  opinion,  

i t  would cont inue t o  r e f u s e  t o  purchase t h e  bonds f o r  t h e  claimed 

reason t h a t  c i t i e s  and towns a r e  p roh ib i t ed  by law from i s s u i n g  o r  

s e l l i n g  s p e c i a l  improvement d i s t r i c t  bonds o r  warrants  bear ing  an 

i n t e r e s t  r a t e  g r e a t e r  than 7% per annum. 

Rela tor  has made d i l i g e n t  e f f o r t  t o  secure  a  purchaser f o r  

t h e  bonds a t  an i n t e r e s t  r a t e  of 7% o r  l e s s  bu t  has been unable t o  

do so.  By reason t h e r e o f ,  r e l a t o r  i s  informed and b e l i e v e s  t h a t  

i t  w i l l  be unable t o  proceed with such cons t ruc t ion  o r  t o  perform 

i t s  ob l iga t ions  under t h e  cons t ruc t ion  c o n t r a c t  un less  respondent 

p e r f o r m s u n c k r ' ~ p r o v i s i o n s  of i t s  c o n t r a c t  f o r  t h e  purchase of t h e  

bonds. 

On information and b e l i e f ,  r e l a t o r  s t a t e d  i n  i t s  a p p l i c a t i o n  

f o r  d e c l a r a t o r y  judgment t h a t  f o r  t h e  pas t  seve ra l  months c i t i e s ,  

towns and count ies  of the  s t a t e  of Montana have been unable t o  

f inance needed s p e c i a l  improvements i n  d i s t r i c t s  c rea ted  f o r  t h a t  

purpose because t h e  p reva i l ing  bond market w i l l  no t  j u s t i f y  t h e  

purchase of s p e c i a l  improvement d i s t r i c t  bonds bear ing  an i n t e r e s t  

r a t e  of 7% or  l e s s  and t h a t  t h e  p reva i l ing  long term municipal bond 

i n t e r e s t  r a t e s  a r e  u n l i k e l y  t o  come down i n  the  foreseeable  f u t u r e .  



The subject matter of this action is of great and widespread 

public concern and should be resolved at the earliest possible 

time. Due consideration of this question in the trial courts and 

final determination by an appeal to this Court is an inadequate 

remedy in that delay would ensue before a final decision could 

be had, making it impossible for cities, towns and counties to 

proceed with necessary construction of-improvements in the forth- 

coming construction season. There are no disputes of fact and 

only a single issue of law is involved, namely, whether cities, 

towns and counties have authority to issue and sell special improve- 

ment district bonds and warrants bearing an interest rate in 

excess of 7% per annum. For these reasons it is appropriate and 

proper for this Court to accept original jurisdiction of this 

proceeding to insure a just and speedy determination of the question 

involved. 

The 1971 amendments to the special improvement district laws 

were a part of a package of amendments relating to interest rates 

on state, county, city and school district indebtedness. This 

legislation, House Bill 15, was revised many times before it was 

finally passed. Sections 2 and 3 of the bill, now codified 

respectively as sections 79-2602 and 79-2603, R.C.M. 1947, are 

significant: 

"79-2602. Rate of interest on bonds to be determined 
by governing bodies---limitations and exceptions. Bonds 
of a political subdivision shall bear interest at such 
rate or rates as its governing body shall determine, ex- 
cept that no such rate shall exceed seven percent (7%) 
except revenue bonds issued under the terms of sections 
11-2401 through 11-2414, sections 11-2217 through 11-2221, 
and sections 11-4101 through 11-4110, R.C.M. 1947, which 
rate shall not exceed nine percent (9%). I I 

"79-2603. Rate of interest on special assessments to 
be determined by governing bodies---limitations. All 
special assessments levied by a political subdivision 
shall bear interest at such rate or rates as its governing 
body shall determine, except that no such rate shall ex- 
ceed the greater of seven percent (7%) per annum, or in 
the event that the special assessments are appropriated 
for the payment of principal and interest on bonds issued 
by the political subdivision, the rate of interest on 
said bonds. " (Emphasis added. ) 



Sect ion 79-2602, i f  read  a lone ,  would lead one t o  conclude 

t h a t  a l l  bonds of p o l i t i c a l  subdiv is ions ,  except t h e  revenue 

bonds t h e r e i n  s p e c i f i e d ,  c a r r y  a  maximum i n t e r e s t  r a t e  of 7%. 

Sect ion 79-2603, wi th  r e spec t  t o  s p e c i a l  improvement bonds i n d i -  

c a t e s  the  con t ra ry  by au thor iz ing  a  g r e a t e r  r a t e  of i n t e r e s t  on 

s p e c i a l  assessments i n  those cases  where the  s p e c i a l  improvement 

bonds bear  a higher  r a t e  of i n t e r e s t  than 7%. Or ig ina l ly  s e c t i o n  

2  of House B i l l  15 provided f o r  a  genera l  maximum r a t e  on a l l  

bonds of  8%, except i n  those cases  where t h e  lowest of two o r  

more competi t ive b i d s  was h igher  than 8%, ( i n  which event t h e r e  

was no l e g a l  maximum). As so  o r i g i n a l l y  drawn t h e r e  was no 

incons is tency between s e c t i o n s  2 and 3. The exception al lowing a  

l e g a l  r a t e  i n  excess of 8% was, however, de le ted  from t h e  b i l l  on 

i t s  f i r s t  r e v i s i o n  i n  t h e  House, while  t h e  underl ined por t ion  of  

s e c t i o n  3  was re t a ined .  Therea f t e r ,  through a  s e r i e s  of amendments, 

a  g r e a t  number of e x i s t i n g  code s e c t i o n s  pe r t a in ing  t o  i n t e r e s t  

r a t e s  on c i t y ,  county and school d i s t r i c t  indebtedness were i n -  

cluded i n  t h e  b i l l .  Some e x i s t i n g  code s e c t i o n s  were amended t o  

d e l e t e  a l l  r e fe rence  t o  a  maximum r a t e  of i n t e r e s t ,  among those  

were s e c t i o n s  r e l a t i n g  t o  s p e c i a l  and r u r a l  improvement d i s t r i c t s ;  

others  were amended by changing t h e  maximum r a t e  of i n t e r e s t .  On . 

i t s  f i n a l  r e v i s i o n ,  the  Senate committee of the  whole reduced t h e  

genera l  maximum i n t e r e s t  r a t e  i n  s e c t i o n  2  t o  7%. 

The controversy here  involves whether t o  g ive  some meaning 

t o  t h e  underl ined por t ion  of  sec t ion  79-2603, R.C.P.I. 1947. Rela tor  

contends t h a t  t h e  r e t e n t i o n  of  t h e  underl ined por t ion  i n d i c a t e s  

a  l e g i s l a t i v e  i n t e n t  t h a t  t h e  i n t e r e s t  r a t e  on s p e c i a l  assessment 

bonds should be allowed t o  exceed 7%. Respondent, on t h e  o t h e r  

hand, contends t h a t  t h e  underl ined por t ion  i s  redundant and the  

c l e a r  wording of sec t ion  79-2602, R.C.M. 1947, should c o n t r o l .  

This Court w i l l  presume t h a t  t h e  l e g i s l a t u r e  would n o t  pass 

u s e l e s s  o r  meaningless l e g i s l a t i o n ;  and a l s o  must harmonize s t a t u t e s  
g ive  

r e l a t i n g  t o  the  same sub jec t  and /e f fec t  t o  each. S t a t e  ex r e l .  



Dick I r v i n ,  Inc.  v. Anderson, Mon t . , 525 P.2d 564, 31 

St.Rep. 482. We must presume t h a t  t h e  l e g i s l a t u r e  had some 

purpose i n  mind when i t  r e t a i n e d  t h e  underl ined por t ion  of  

sec t ion  79-2603. I n  o rde r  t o  g ive  t h a t  phrase any meaning what- 

soever ,  we must hold i n  accord wi th  t h e  content ions  of r e l a t o r .  

Therefore,  (1) a  munic ipa l i ty  o r  county a c t i n g  i n  behal f  of a  l e g a l l y  

formed s p e c i a l  improvement d i s t r i c t  under t h e  provis ions  of  T i t l e  

11, Chapter 22, o r  T i t l e  16,  Chapter 16, R.C.M. 1947, may i s s u e  

and s e l l  bonds o r  warrants  bear ing  an i n t e r e s t  r a t e  i n  excess of 

7% per annum, and (2) t h e  con t rac t  between r e l d t o r  and respondent 

f o r  t h e  purchase of the  bonds r e f e r r e d  t o  he re in  i s  binding upon 

t h e  p a r t i e s ,  notwithstanding t h e  f a c t  t h a t  t h e  bonds a r e  t o  bear  

i n t e r e s t  a t  t h e  r a t e  of 7.75% per annum. 

Judgment f o r  r e l a t o r .  
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We Concur: 

Chief J u s t i c e  

................................. d 
J u s t i c e s .  


