O© 00 9 & »n B~ WD -

NN NN N N N N o e e e e e e e e
N N L AW = O 0O 0NN N RRWND = O

LEGISLATIVE GENERAL COUNSEL H.B. 381
¢, Approved for Filing: V. Ashby &
¢ 02-20-1412:25PM &

LOCAL GOVERNMENT INTERFUND LOANS
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Chief Sponsor: John Knotwell

Senate Sponsor:

LONG TITLE

General Description:

This bill amends provisions allowing local governments to authorize interfund loans.

Highlighted Provisions:
This bill:

>
>
>
meeting;
>
>
>

>

defines terms;
requires the terms and conditions of an interfund loan to be in writing;

requires an interfund loan to be approved by ordinance or resolution in a public

places restrictions on the interest rate;
places restrictions on the length of the loan;
requires notice and a public hearing with an exception to the requirements;

provides an exemption from the requirements if the aggregate amount of interfund

loans from any one fund for a fiscal year is less than $10,000; and

>

makes technical corrections.

Money Appropriated in this Bill:

None

Other Special Clauses:

None
Utah Code Sections Affected:
AMENDS:

I8¢ "4'H
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10-5-120, as enacted by Laws of Utah 1983, Chapter 34

10-6-132, as enacted by Laws of Utah 1979, Chapter 26

17-36-30, as enacted by Laws of Utah 1975, Chapter 22

17B-1-626, as renumbered and amended by Laws of Utah 2007, Chapter 329
ENACTS:

10-5-102.5, Utah Code Annotated 1953

Be it enacted by the Legislature of the state of Utah:
Section 1. Section 10-5-102.5 is enacted to read:
10-5-102.5. Definitions.

As used in this chapter:

(1) "Fund" is as defined by generally accepted accounting principles as reflected in the

Uniform Accounting Manual for All Local Governments prepared by the Office of the Utah
State Auditor.

(2) "Fund balance" is as defined by generally accepted accounting principles as

reflected in the Uniform Accounting Manual for All Local Governments prepared by the Office
of the Utah State Auditor.

(3) (a) "Interfund loan" means a loan of cash from one fund to another, subject to

future repayment.

(b) "Interfund loan" does not mean:

(1) an expenditure or a use of:

(A) retained earnings; or

(B) a fund balance of a lending fund; or

(i1) revenue to a borrowing fund.

(4) "Retained earnings" is as defined by generally accepted accounting principles as

reflected in the Uniform Accounting Manual for All Local Governments prepared by the Office
of the Utah State Auditor.
Section 2. Section 10-5-120 is amended to read:

10-5-120. Loans between funds -- Bonds purchased by funds.
(1) Subject to this section, restrictions imposed by bond ordinance, [statute;] or other

controlling regulations, the town council may [(H]:
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(a) subject to the restrictions in Section 53-2a-605, authorize an interfund [toans] loan

from one fund to another [atsuchmnterestrates-and-uponrsuchrepaymentterms-and-condttrons
asttmaypreseribe;]; and [(2)]

(b) with available cash in any fund, purchase or otherwise acquire for investment an

unmatured [bornds] bond of the town or of any fund of the town.

(2) An interfund loan under Subsection (1)(a) shall be in writing and specify the terms

and conditions of the loan, including the:

(a) effective date of the loan;

(b) name of the fund loaning the money;

(¢) name of the fund receiving the money;

(d) amount of the loan;

(e) subject to Subsection (3), term of and repayment schedule for the loan;

(f) subject to Subsection (4), interest rate of the loan;

(2) method of calculating interest applicable to the loan;

(h) procedures for:

(1) applying interest to the loan; and

(i1) paying interest on the loan; and

(1) other terms and conditions the town council determines applicable.

(3) The term and repayment schedule specified under Subsection (2)(e) may not exceed

10 years.
(4) (a) In determining the interest rate of the loan specified under Subsection (2)(f), the

town council shall apply an interest rate that reflects the rate of potential gain had the funds

been deposited or invested in a comparable investment.

(b) Notwithstanding Subsection (4)(a), the interest rate of the loan specified under
Subsection (2)(1):

(1) if the term of the loan under Subsection (2)(e) is one year or less, may not be less

than the rate offered by the Public Treasurers' Investment Fund that was created for public

funds transferred to the state treasurer in accordance with Section 51-7-5; or

(11) if the term of the loan under Subsection (2)(e) is more than one year, may not be

less than the greater of the rate offered by:

(A) the Public Treasurers' Investment Fund that was created for public funds
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90 transferred to the state treasurer in accordance with Section 51-7-5; or

91 (B) a United States Treasury note of a comparable term.

92 (5) (a) For an interfund loan under Subsection (1)(a), the town council shall:

93 (1) hold a public hearing;

94 (i1) prepare a written notice of the date, time, place, and purpose of the hearing, and the

95  proposed terms and conditions of the interfund loan under Subsection (2);

96 (111) provide notice of the public hearing in the same manner as required under

97  Subsection 10-5-108(2) as if the hearing were a budget hearing; and

98 (iv) authorize the interfund loan by ordinance or resolution in a public meeting.

99 (b) The notice and hearing requirements in Subsection (5)(a) are satisfied if the

100 interfund loan is included in an original budget or in a subsequent budget amendment

101  previously approved by the town council for the current fiscal year.

102 (6) Subsections (2) through (5) do not apply to an interfund loan if the aggregate

103 amount of interfund loans from any one fund of a town for a fiscal year is less than $10,000.

104 Section 3. Section 10-6-132 is amended to read:
105 10-6-132. Loans by one fund to another -- Acquiring bonds for investment.
106 (1) Subject to this section, restrictions imposed by bond ordinance, [statute] or other

107  controlling regulations, the governing body of a city may [(1)]:

108 (a) subject to the restrictions in Section 53-2a-605, authorize an interfund [toans] loan

109  from one fund to another [atsuch

110  asitmaypreseribe;]; and [(2)]

111 (b) with available cash in any fund, purchase or otherwise acquire for investment an

112 unmatured [bonds] bond of the city or of any fund of the city.

113 (2) An interfund loan under Subsection (1)(a) shall be in writing and specify the terms

114  and conditions of the loan, including the:

115 (a) effective date of the loan;

116 (b) name of the fund loaning the money;

117 (¢) name of the fund receiving the money;

118 (d) amount of the loan;

119 (e) subject to Subsection (3), term of and repayment schedule for the loan;
120 (f) subject to Subsection (4), interest rate of the loan;
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(2) method of calculating interest applicable to the loan;

(h) procedures for:

(1) applying interest to the loan; and

(i1) paying interest on the loan; and

(1) other terms and conditions the governing body determines applicable.

(3) The term and repayment schedule specified under Subsection (2)(e) may not exceed

10 years.
(4) (a) In determining the interest rate of the loan specified under Subsection (2)(f), the

ooverning body shall apply an interest rate that reflects the rate of potential gain had the funds

been deposited or invested in a comparable investment.

(b) Notwithstanding Subsection (4)(a), the interest rate of the loan specified under
Subsection (2)():

(1) if the term of the loan under Subsection (2)(¢e) is one year or less, may not be less

than the rate offered by the Public Treasurers' Investment Fund that was created for public

funds transferred to the state treasurer in accordance with Section 51-7-5; or

(11) if the term of the loan under Subsection (2)(e) is more than one year, may not be

less than the greater of the rate offered by:

(A) the Public Treasurers' Investment Fund that was created for public funds

transferred to the state treasurer in accordance with Section 51-7-5; or

(B) a United States Treasury note of a comparable term.

(5) (a) For an interfund loan under Subsection (1)(a), the governing body shall:

(1) hold a public hearing;

(11) prepare a written notice of the date, time, place, and purpose of the hearing, and the

proposed terms and conditions of the interfund loan under Subsection (2);

(ii1) provide notice of the public hearing in the same manner as required under Section

10-6-113 as if the hearing were a budget hearing; and

(iv) authorize the interfund loan by ordinance or resolution in a public meeting.

(b) The notice and hearing requirements in Subsection (5)(a) are satisfied if the

interfund loan is included in an original budget or in a subsequent budget amendment

previously approved by the governing body for the current fiscal year.

(6) Subsections (2) through (5) do not apply to an interfund loan if the aggregate
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amount of interfund loans from any one fund of a city for a fiscal year is less than $10,000.

Section 4. Section 17-36-30 is amended to read:
17-36-30. Interfund loans -- Acquisition of issued unmatured bonds.

[Fhe] (1) Subject to this section, restrictions imposed by bond covenants, or other

controlling regulations, the governing body may [(H)]:

(a) subject to the restrictions in Section 53-2a-605, authorize an interfund [toans] loan

from one fund to another [atsuch-mterestrates-andsubjecttosuchterms-forrepayment-as-it
may-preseribe]; and [may(2)]

(b) with available cash in any fund, purchase or otherwise acquire for investment[;

ssued]| an unmatured [bonds] bond of the county or of any county fund.

(2) An interfund loan under Subsection (1)(a) shall be in writing and specify the terms

and conditions of the loan, including the:

(a) effective date of the loan;

(b) name of the fund loaning the money;

(c¢) name of the fund receiving the money;

(d) amount of the loan;

(e) subject to Subsection (3), term of and repayment schedule for the loan;

(f) subject to Subsection (4), interest rate of the loan;

(2) method of calculating interest applicable to the loan;

(h) procedures for:

(1) applying interest to the loan; and

(i1) paying interest on the loan; and

(1) other terms and conditions the governing body determines applicable.

(3) The term and repayment schedule specified under Subsection (2)(e) may not exceed

10 years.
(4) (a) In determining the interest rate of the loan specified under Subsection (2)(f), the

governing body shall apply an interest rate that reflects the rate of potential gain had the funds

been deposited or invested in a comparable investment.

(b) Notwithstanding Subsection (4)(a), the interest rate of the loan specified under
Subsection (2)(1):

(1) if the term of the loan under Subsection (2)(e) is one year or less, may not be less
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than the rate offered by the Public Treasurers' Investment Fund that was created for public

funds transferred to the state treasurer in accordance with Section 51-7-5; or

(i1) if the term of the loan under Subsection (2)(¢e) is more than one year, may not be

less than the greater of the rate offered by:

(A) the Public Treasurers' Investment Fund that was created for public funds

transferred to the state treasurer in accordance with Section 51-7-5; or

(B) a United States Treasury note of a comparable term.

(5) (a) For an interfund loan under Subsection (1)(a), the governing body shall:

(1) hold a public hearing;

(11) prepare a written notice of the date, time, place, and purpose of the hearing, and the

proposed terms and conditions of the interfund loan under Subsection (2);

(111) provide notice of the public hearing in the same manner as required under Section

17-36-12 as if the hearing were a budget hearing; and

(iv) authorize the interfund loan by ordinance or resolution in a public meeting.

(b) The notice and hearing requirements in Subsection (5)(a) are satisfied if the

interfund loan is included in an original budget or in a subsequent budget amendment

previously approved by the governing body for the current fiscal year.

(6) Subsections (2) through (5) do not apply to an interfund loan if the aggregate

amount of interfund loans from any one fund of a county for a fiscal year is less than $10,000.

Section 5. Section 17B-1-626 is amended to read:

17B-1-626. Loans by one fund to another.

(1) Subject to this section, restrictions imposed by bond covenants, [statute;]
restrictions in Section 53-2a-605, or other controlling regulations, the board of trustees of a

local district may authorize an interfund [toans] loan from one fund to another [atinterestrates;

(2) An interfund loan under Subsection (1) shall be in writing and specify the terms

and conditions of the loan, including the:

(a) effective date of the loan;

(b) name of the fund loaning the money;

(¢) name of the fund receiving the money;

(d) amount of the loan;
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(e) subject to Subsection (3), term of and repayment schedule for the loan;

(f) subject to Subsection (4), interest rate of the loan;

(2) method of calculating interest applicable to the loan;

(h) procedures for:

(1) applying interest to the loan; and

(11) paying interest on the loan; and

(1) other terms and conditions the board of trustees determines applicable.

(3) The term and repayment schedule specified under Subsection (2)(e) may not exceed

10 years.
(4) (a) In determining the interest rate of the loan specified under Subsection (2)(f), the

board of trustees shall apply an interest rate that reflects the rate of potential gain had the funds

been deposited or invested in a comparable investment.

(b) Notwithstanding Subsection (4)(a), the interest rate of the loan specified under
Subsection (2)():

(1) if the term of the loan under Subsection (2)(¢e) is one year or less, may not be less

than the rate offered by the Public Treasurers' Investment Fund that was created for public

funds transferred to the state treasurer in accordance with Section 51-7-5; or

(11) if the term of the loan under Subsection (2)(e) is more than one year, may not be

less than the greater of the rate offered by:

(A) the Public Treasurers' Investment Fund that was created for public funds

transferred to the state treasurer in accordance with Section 51-7-5; or

(B) a United States Treasury note of a comparable term.

(5) (a) For an interfund loan under Subsection (1), the board of trustees shall:

(1) hold a public hearing;

(11) prepare a written notice of the date, time, place, and purpose of the hearing, and the

proposed terms and conditions of the interfund loan under Subsection (2);

(ii1) provide notice of the public hearing in the same manner as required under Section

17B-1-609 as if the hearing were a budget hearing; and

(iv) authorize the interfund loan by resolution in a public meeting.

(b) The notice and hearing requirements in Subsection (5)(a) are satisfied if the

interfund loan is included in an original budget or in a subsequent budget amendment
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previously approved by the board of trustees for the current fiscal year.

(6) Subsections (2) through (5) do not apply to an interfund loan if the aggregate

amount of interfund loans from any one fund of a local district for a fiscal year is less than
$10,000.
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