CHAPTER 22
CHAPTER 22, LAWS 2002

AN ACT
RELATI NG TO PUBLI C SCHOCL FI NANCE; ENACTI NG THE TEACHER
HOUSI NG REVENUE BOND ACT; ALLOW NG FEDERAL FUNDS TO BE
PLEDGED FOR TEACHER HOUSI NG REVENUE BONDS EVEN | F SUBJECT TO
ANNUAL APPROPRI ATI ON; PROVI DI NG FOR DEBT SERVI CE RESERVE
FUNDS.

BE | T ENACTED BY THE LEG SLATURE OF THE STATE OF NEW MEXI CO

Section 1. A new section of the Public School Code is
enacted to read:

"SHORT TITLE.--This act may be cited as the "Teacher
Housi ng Revenue Bond Act"."

Section 2. A new section of the Public School Code is
enacted to read:

"DEFI NI TIONS. --As used in the Teacher Housi ng Revenue
Bond Act:

A.  "bonds" neans teacher housing revenue bonds;

B. "federal paynent" neans a paynent, grant,
subsi dy, contribution or other noney fromthe United States
or any of its agencies or instrunentalities that is not
ot herwi se restricted as to use and that the federal
government allows to be pledged or used to pay debt service
on bonds; provided that for federal forest reserve or P.L
874 funds, "federal paynent" means that portion of the funds
for which the state does not take credit for the state
equal i zati on guarantee pursuant to Section 22-8-25 NVBA
1978;

C. "housing project” neans a residential housing
facility for teachers, including |land and | and inprovenents;

D. "net incone fromthe housing project” neans
all incone derived froma housing project |ess the operating

costs of the housing project;

E. "operating costs" neans expenses of operating,
mai nt ai ni ng and keeping in repair a housing project,
including the cost of utilities, insurance, service
enpl oyees and equi pnent repl acenment; and

F. "pl edgeabl e revenue" neans net incone fromthe
housi ng project and federal paynents.”

Section 3. A new section of the Public School Code is



enacted to read:

"BONDS NOT GENERAL OBLI GATI ONS OF SCHOCOL DI STRI CT OR
STATE. - -

A. A local school board may issue bonds to
finance the purchase, construction, renovation, equipping
and furnishing of a housing project and may irrevocably
pl edge any or all pledgeable revenue to the paynment of those
bonds and to the debt service reserve fund if one is
established for the bonds.

B. Bonds shall be payable solely from pl edgeabl e
revenue and shall not constitute an indebtedness or general
obligation of the school district, the state or other
political subdivisions of the state.”

Section 4. A new section of the Public School Code is
enacted to read:

"DETERM NATI ON BY LOCAL SCHOOL BOARD- - FEDERAL
PAYMENTS. - -

A. Prior to issuing bonds to finance the
purchase, construction, renovation, equipping or furnishing
of a housing project, a local school board shall make a
determ nation that the housing project is necessary and that
esti mat ed pl edgeabl e revenue pledged to the bonds is
sufficient to repay the bonds.

B. Revenue from federal paynments may be pl edged
even if the federal paynents are subject to annual
appropriation. Federal paynments shall not be pledged unl ess
such use is allowed by federal law. The |ocal school board
shall include in its determ nation a statenment as to the
| egality of pledging the federal paynents and what other
revenue will be available to nake bond paynents if federal
paynents are not appropriated.”

Section 5. A new section of the Public School Code is
enacted to read:

"REPORT TO STATE BQARD- - STATE BOARD APPROVAL. - -
A. Prior to issuing bonds to finance a housing
project, a local school board shall furnish to the state
board the follow ng information:

(1) a detailed description of the housing
proj ect ;

(2) an explanation of the necessity for the
housi ng proj ect;



(3) an estimate of the total cost of the
housi ng proj ect;

(4) an estimate of the net inconme fromthe
housi ng proj ect and other revenues that will be pledged to
pay for the housing project; and

(5) an estimate of the yearly operating cost
of the housing project.

B. A local school board shall obtain witten
approval of the state board before it issues bonds to
finance a housing project pursuant to the Teacher Housi ng
Revenue Bond Act.

C. Prior to giving witten approval to a housing
project, the state board shall determ ne that the housing
project is necessary and that estimted pl edgeabl e revenue
pl edged to the bonds is sufficient to repay the bonds."

Section 6. A new section of the Public School Code is
enacted to read:

" RECORDS- - RESTRI CTI ON ON USE OF | NCOME. - -

A. A local school board shall retain conplete and
accurate records of:

(1) the net inconme fromthe housing project;

(2) receipt and anobunt of federal paynents
pl edged to the repaynment of the bonds; and

(3) the operating costs of the housing
proj ect .

B. Pl edgeable revenue that is pledged to the
repaynent of bonds shall first be used to pay the principal,
interest and service charges on the bonds issued pursuant to
t he Teacher Housi ng Revenue Bond Act and to fund a debt
service reserve fund, if applicable.™

Section 7. A new section of the Public School Code is
enacted to read:

" BONDS- - PLEDGE OF | NCOME. - -

A. Bonds shall be payable solely fromany or al
pl edgeabl e revenue, and the | ocal school board shal
irrevocably pledge that revenue to the pronpt paynent of the
principal, interest and service charges on the bonds. The
bonds shall be equally and ratably secured, w thout
priority, by this pledge of pledgeabl e revenue.



B. If the bonds are payable solely fromthe net
i ncone of the housing project being financed, the |ocal
school board shall operate the housing project so as to
ensure a sufficient income to pronptly pay the principal,
interest and service charges as they becone due on the
bonds. "

Section 8. A new section of the Public School Code is
enacted to read:

"PROCEEDS OF BOND SALES- - RETI REMENT FUND- - RESERVE
FUND. - -

A. Proceeds fromthe sale of bonds shall be
deposited into a separate account to be used solely for the
speci fic purposes for which the bonds were issued, including
a debt service reserve fund. Al costs incident to issuing
and selling the bonds nmay be paid out of the proceeds of the
bonds.

B. The local school board shall establish a "debt
service fund" to be used solely for the paynent of
principal, interest and service charges on the bonds.
Sufficient anounts fromthe pledged revenue shall be
deposited in the debt service fund at |east annually so that
timely paynments of principal, interest and service charges
may be made. Al proceeds remaining after conpletion of the
housi ng project shall be deposited into the debt service
f und.

C. The local school board may establish a "debt
service reserve fund" to be used to pay bond paynents in
case the pledged revenue is insufficient."”

Section 9. A new section of the Public School Code is
enacted to read:

" BONDS- - FORM - REQUI REMENTS. - - Al | bonds i ssued pursuant
to the Teacher Housi ng Revenue Bond Act shall:

A. be fully negotiable within the provisions of
t he Uniform Commerci al Code;

B. have a duration of tinme not to exceed forty
years fromtheir date of issuance;

C. have interest, appreciated principal value or
any part thereof payable at intervals or at maturity as
determ ned by the I ocal school board;

D. be sold at a price that does not result in a
net effective interest rate in excess of twelve percent a
year unless a higher rate of interest is approved by the
state board of finance pursuant to the Public Securities



Act ;

E. have a principal maturity schedul e as
determ ned by the | ocal school board; and

F. be sold at public or private sale at, above or
bel ow par. "

Section 10. A new section of the Public School Code is
enacted to read:

" REFUNDI NG BONDS. - -

A. A local school board may issue refundi ng bonds
to refund outstandi ng bonds.

B. Except as otherw se provided in the Teacher
Housi ng Revenue Bond Act, refunding bonds shall conformto
t he provisions of that act that provide for the issuance of
t eacher housing revenue bonds by a | ocal school board.

C. A refunding bond issued by a | ocal school
board may have the sanme security or source of paynent as was
pl edged for the paynent of the bond being refunded, but no
source of paynment shall be pledged that is not authorized by
t he Teacher Housi ng Revenue Bond Act.

D. A refunding bond may be delivered in exchange
for a bond authorized to be refunded, sold at a public or
private sale or sold in part and exchanged in part as
provided in the Supplenmental Public Securities Act. |If the
refundi ng bond is sold, the proceeds shall be imredi ately
applied to the retirement of the bond to be refunded or the
proceeds shall be placed in trust to be held and applied to
paynent of the bonds to be refunded.”

Section 11. A new section of the Public School Code is
enacted to read:

" REFUNDI NG BONDS- - | SSUANCE- - SALE- - PROCEEDS. - -

A. A bond shall not be refunded unless it matures
or is callable for prior redenption under its ternms within
fifteen years fromthe date of issuance of the refunding
bond or unless the holder of the bond voluntarily surrenders
it for exchange or paynent.

B. CQutstanding bonds of nore than one issue may
be refunded by refunding bonds of one or nore issue. Bonds
and refunding bonds may be issued separately or in
conbi nati ons of one or nore series.

C. Wien a refunding bond is sold, the net
proceeds may, in the discretion of the |Iocal school board,



be invested in obligations of the federal governnent or an
agency of the federal government or in obligations fully
guaranteed by the federal governnent, but the obligations
purchased shall have a maturity and bear a rate of interest
payable at times to ensure the existence of sufficient noney
to pay the bond to be refunded when it becones due or
redeemabl e pursuant to a call for redenption, together with
interest and redenption premuns, if any.

D. Al obligations purchased with the net
proceeds fromrefundi ng bonds shall be deposited in trust
with a bank that has trust powers and that is a nenber of
the federal deposit insurance corporation. The obligations
shall be held, liquidated and the proceeds of the
[iquidation paid out for paynent of the principal, interest
and redenption prem um of the bonds to be refunded as the
bonds to be refunded becone due or where the bonds are
subj ect to redenption under a call for redenption previously
made or where there is a voluntary surrender with the
approval of the |ocal school board.

E. The determination of the |ocal school board
i ssui ng refunding bonds that the issuance has been in
conpliance with the Teacher Housing Revenue Bond Act is
concl usively presuned correct in the absence of fraud or
arbitrary and gross abuse of discretion.

F. As used in this section, "net proceeds" neans
the gross proceeds of the refunding bonds after deducting
all accrued interest and expenses incurred in connection
wi th the authorization and issuance of the refunding bonds
and the refundi ng of outstanding bonds, including fiscal
agent fees, conmi ssions and all discounts incurred in the
resal e of the refunding bonds to the original purchaser."

Section 12. A new section of the Public School Code is
enacted to read:

"TAX EXEMPTI ON- - NO CHARGE AGAI NST STATE. - - Bonds are
exenpt fromtaxation by the state or any of its political
subdi visions. No obligation created pursuant to the Teacher
Housi ng Revenue Bond Act shall be a charge against or a debt
of the state or any of its political subdivisions."
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