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AN ACT concerni ng proceeds fromtobacco litigation.

Be it enacted by the People of the State of |Illinois,

represented in the General Assenbly:

Section 1. Short title. This Act may be cited as the

Tobacco Settl enent Bond Act.

Section 5. Definitions. |In this Act:

"Bond" neans a bond or note or any other evidence of
obligation for borrowed noney deened appropriate by the
Bureau of the Budget under this Act.

"Budget Director" means the Director of the Bureau of the
Budget .

"Master Settlenent Agreenent” neans the Master Settl enment
Agreenent entered in the case of the People of the State of
I[I'linois v. Phillip Mrris, et al. (Grcuit Court of Cook
County, No. 96-L113146).

Section 10. Bondi ng.

(a) The Bureau of the Budget nmay issue no nore than
$1, 500, 000,000 in bonds that are revenue bonds and that are
payabl e solely from and secured solely by the proceeds of the
Master Settlenent Agreenent. The Bureau of the Budget may
i ssue bonds for the purpose of refunding, advance refunding,
or refinancing outstanding bonds, for the pur pose of
establishing reserves, paying the interest on the bonds, and
payi ng costs of issuance of the bonds, and for any other
proper public purpose. Bonds may be issued in one or nore
series and shall be payable solely and secured solely by the
moneys required wunder this Act to be transferred fromthe
Tobacco Settlenent Recovery Fund to the Tobacco Settlenent
Bond Fund.

(b) Bonds may be authorized by a resolution of the
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Bureau of the Budget and may be secured by a trust agreenent
by and between the Bureau of the Budget and a corporate
trustee or trustees, which may be any trust conpany or bank
having the powers of a trust conpany within or wthout the
State. Bonds may:

(1) WMature at any tinme or tinmes not exceeding 30
years fromthe effective date of this Act.

(2) Notwthstanding the provisions of the Bond
Aut horization Act or any other provision of |aw, bear
interest at any fixed or variable rate or rates
determned by the nethod provided in the resolution or
trust agreenent.

(3) Be payable as to principal and interest at any
time or times on or after January 1, 2003, in the
denom nations and form either coupon or registered or
both, and carry the registration and privileges as to
exchange, transfer, or conversion and for the replacenent
of nmutilated, |lost, or destroyed bonds as the resolution
or trust agreenent may provide.

(4) Be payable in lawful noney of the United States
at a designated pl ace.

(5 Be subject to the terns of purchase, paynent,
redenption, refunding, or refinancing that the resol ution
or trust agreenent provides.

(6) Be executed by the manual or facsimle
signature of the Budget Director, which signature shal
be valid at delivery even for one who has ceased to hold
of fice.

(7) Be sold at public or private sale in the manner
and upon the terns determned by the Bureau of the
Budget .

(8) Have such other ternms and provisions as shal
be authorized by the Bureau of the Budget.

(c) Any resolution or trust agreenent nmay contain
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provi sions that shall be a part of +the contract wth the
hol ders of the bonds as to:

(1) Limtations on the issue of additional bonds,
the ternms upon which additional bonds may be issued and
secured, and the terns upon which additional bonds may
rank on a parity wth, or be subordinate or superior to,
ot her bonds.

(2) The refundi ng, advance refunding or refinancing
of outstandi ng bonds.

(3) The procedure, if any, by which the terns of
any contract wth holders of the bonds may be altered or
amended, the nunber of bond holders that nust consent
thereto, and the manner in which consent shall be given.

(4) Defining the acts or omssions which shal
constitute a default in the duties of the Bureau of the
Budget to the holders of bonds and providing the rights
or renedies of such holders in the event of a default
whi ch may include provisions restricting individual right
of action by the holders of the bonds.

(5 Any other matter relating to the bonds which
t he Bureau of the Budget determ nes appropriate.

(d) In connection wth the issuance of its bonds, the
Bureau of the Budget may enter into arrangenents to provide
additional security and liquidity for the bonds. These may
include, wthout Iimtation, bond insurance, letters of
credit, lines of credit by which the Bureau of the Budget may
borrow funds to pay or redeem its bonds, and purchase or
remarketing arrangenents for assuring the ability of hol ders
of the Bureau of the Budget's bonds to sell or to have
redeemed their bonds.

(e) A pledge by the Bureau of the Budget of the noneys
transferred fromthe Tobacco Settl enent Recovery Fund to the
Tobacco Settlenent Bond Fund as security for an issue of

bonds or for the performance of its obligations under any
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managenent agreenent shall be valid and binding fromthe tinme
when the pledge is mnade. The noneys transferred fromthe
Tobacco Settlenent Recovery Fund to the Tobacco Settlenent
Bond Fund and pledged by the Bureau of the Budget shal

i mredi ately be subject to the lien of the pledge w thout any
physi cal delivery or further act, and the lien of any pledge
shall be valid and binding against any person having any
claimof any kind in tort, contract, or otherw se against the
Bureau of the Budget, irrespective of whether the person has
notice. No resolution, trust agreenent, managenent agreenent
or financing statenment, continuation statenent, or other
i nstrunment adopted or entered into by the Bureau of the
Budget need be filed or recorded in any public record other
than the records of the Bureau of the Budget in order to
perfect the lien against third persons, regardless of any
contrary provision of |aw

(f) The Bureau of the Budget may issue bonds to refund,
advance ref und, or refinance any of its bonds then
out st andi ng, including the paynent of any redenption prem um
and any interest accrued or to accrue to the earliest or any
subsequent date of redenption, purchase, or maturity of the
bonds, provided that the Bureau of the Budget shall not issue
any bonds that mature |later than 30 years fromthe effective
date of this Act.

(g) The bonds of the Bureau of the Budget shall not
constitute an indebtedness of the State or of any political
subdi vision of the State. The bonds of the Bureau of the
Budget shall not be an obligation, general or noral, of the
State of Illinois and shall not be an obligation, general or
nmoral, secured by a pledge of the full faith and credit of
the State of Illinois, and the holders of bonds of the Bureau
of the Budget may not require the levy or inposition by the
State of any taxes or the application of other State revenues

or funds to the paynent of the bonds of the Bureau of the
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Budget. No enployee of the Bureau of the Budget or any
person executing the bonds shall be Iiable personally on the
bonds or subject to any personal liability by reason of the
i ssuance of the bonds. The foregoing shall be stated on the
face of each bond.

(h) The State of Illinois pledges to and agrees with the
hol ders of the bonds of the Bureau of the Budget issued
pursuant to this Act that the State will not limt or alter
the rights and powers vested in the Bureau of the Budget by
this Act so as to inpair the terns of any contract made by
the Bureau of the Budget with those holders or in any way
inpair the rights and renedies of those holders until the
bonds, together with interest thereon, wwth interest on any
unpaid installnments of interest, and all costs and expenses
in connection with any action or proceedi ngs by or on behalf
of those holders, are fully nmet and discharged. In addition,
the State pledges to and agrees with the holders of the bonds
of the Bureau of the Budget issued pursuant to this Act that
the State will not |imt or alter the basis on which the
noneys are transferred fromthe Tobacco Settl enment Recovery
Fund to the Tobacco Settlenent Bond Fund as provided in this
Act, or the use of those funds, so as to inpair the terns of
any such contract. The Bureau of the Budget is authorized to
i ncl ude these pl edges and agreenents of the State in any
contract wth the holders of bonds issued pursuant to this
Secti on.

(i) The Bureau of the Budget may enter into agreenents
or contracts wth any person necessary or appropriate to
pl ace the paynment obligations of the Bureau of the Budget
under any of its bonds in whole or in part on any interest
rate basis, cash flow basis, or other basis desired by the
Bureau of the Budget, including without limtation agreenents
or contracts comonl y known as "interest rate swap

agreenents", "forward paynent conversion agreenents”, and
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"futures", or agreenments or contracts providing for paynents
based on levels of or <changes in interest rates, or
agreenents or contracts to exchange cash flows or a series of
paynments, or agreenments or contracts, including wthout
[imtation agreenents or contracts comonly known as
"options", "puts", or "calls", to hedge paynent, rate spread,
or simlar exposure; provided, that any such agreenent or
contract shall not <constitute an obligation for borrowed
nmoney and shall not be taken into account under this Act or
any other debt limt of the Bureau of the Budget or the State

of Illinois.

Section 15. Tobacco Settlenment Bond Fund. Begi nning on
the effective date of this Act, all noneys in the Tobacco
Settlenment Recovery Fund and all noneys thereafter paid into
the Tobacco Settl ement Recovery Fund shall be transferred to
the Tobacco Settlenent Bond Fund, which is hereby created,
until the Bureau of the Budget certifies to the State
Treasurer and the Conptroller that the amount that will be
necessary to finance the principal of, interest on, and
premum if any, on the $1,5000,0000 in bonds issued under
this Act has been paid into the Tobacco Settl enent Bond Fund.
All interest earned on noneys deposited into the Tobacco
Settlenment Bond Fund shall be deposited into the Fund. The
Bureau of the Budget shall pay its admnistrative expenses
and debt service expenses fromthe Tobacco Settl enent Bond
Fund, provided that its adm nistrative expenses do not exceed

0.5% of the paynents transferred to the Bureau of the Budget.

Section 20. Use of proceeds fromthe sale of bonds. Al
proceeds from the sale of bonds wunder this Act shall be
deposited into the School Infrastructure Fund to be used only
for grants to school districts for school construction

projects and school maintenance projects as provided in the
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School Constructi on Law.

Section 25. Records and reporting. The Budget Director
shal | keep a record of the proceedings of the Bureau of the
Budget relating to this Act. The State Treasurer shall be
custodi an of all Bureau of the Budget funds relating to this
Act. The accounts and books of the Bureau of the Budget
relating to this Act shall be set up and maintained in a
manner approved by the Auditor General, and the Bureau of the
Budget shall file with the Auditor General a certified annual
report within 120 days after the close of its fiscal year.
The Bureau of the Budget shall also file with the Governor,
the Secretary of the Senate, the Cderk of the House of
Representatives, and the |Illinois Economc and Fi scal
Comm ssion, by March 1 of each year, a witten report
covering its activities relating to this Act for the previous
fiscal year. After being so filed, the report shall be a
public record and open for inspection at the offices of the

Bureau of the Budget during normal business hours.

Section 30. Conflicts of interest. No enployee of the
Bureau of the Budget may participate in any decision on any
contract entered into by the Bureau of the Budget if the
enpl oyee has a 7.5%or greater pecuniary interest, direct or
indirect, 1in any firm part nership, cor porati on, or
association which is or my be a party to the contract.
Contracts or agreenents obtained through properly advertised
bid procedures, or the ownership of stock or other interest
inany firm partnership, corporation, or association in
whi ch t he enpl oyee does not actively participate in
day-t o-day nmanagenent, shall not be interpreted as a direct
or indirect pecuniary interest in violation of this Act.
Not wi t hst andi ng any ot her provision of law, any contract or

agreenent entered into in conformty with this subsection
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shall not be void or invalid by reason of any such interest,
nor shall any person so refraining fromparticipation be
guilty of any offense, be renoved from enploynent, or be

subject to any other penalty on account of that interest.

Section 35. Limtation. Any action or proceeding in any
court to set aside a resolution authorizing the Bureau of the
Budget's issuance of bonds under this Act or to obtain any
relief upon the ground that the resolution is invalid nust be
commenced within 30 days after the Bureau of the Budget
adopts the resolution. After this period of I|imtation
expires, no right of action or defense founded upon the
invalidity of the resolution or any of its provisions may be
asserted, nor may the validity of the resolution or any of
its provisions be open to question in any court on any

gr ound.

Section 40. Bonds as legal investnents and security.
Not wi t hst andi ng any restrictions contained in any other |[|aw,
al | nat i onal banki ng associations, state banks, trust
conpani es, savings banks and institutions, building and |oan
associ ati ons, savings and |oan associations, investnent
conpani es and ot her persons carrying on a banking business,
all insurance conpanies, insurance associations and other
persons carrying on an insurance business, and all executors,
adm ni strators, guardi ans, trustees and other fiduciaries,
may legally invest any sinking funds, noney or other funds
bel onging to themor within their control in any bonds issued

by the Bureau of the Budget under this Act.

Section 45. Tax exenptions. All bonds issued under this
Act are deened to constitute essenti al public and
gover nnent al purposes and the bonds so issued, their transfer

and the inconme fromthose bonds are at all tinmes exenpt from


SOLIMAR DFAULT BILLS NONE


© 00 N o o b~ w N Pk

10
11
12
13

14
15
16
17
18
19
20
21
22
23
24
25
26
27

28
29
30
31

- 9- LRB9216027SMcd

taxation within this State. For purposes of Section 250 of
the Illinois Incone Tax Act, the exenption of the income from
bonds issued under this Act shall termnate after all of the
bonds have been paid. The amount of such inconme that shall be
added and then subtracted on the Illinois income tax return
of a taxpayer, pursuant to Section 203 of the Illinois Incone
Tax Act, from federal adjusted gross incone or federal
taxabl e income in conputing Illinois base inconme shall be the

interest net of any bond prem um anorti zati on.

Section 50. Personal liability. Neither the enpl oyees of
the Bureau of the Budget nor any person executing bonds
issued wunder this Act shall be liable personally on those

bonds by reason of the issuance of the bonds.

Section 55. Conplete, addi tional , and alternative
met hods. The foregoing Sections of this Act are deened to
provide a conplete, additional, and alternative nethod for
the doing of the things authorized thereby and shall be
regarded as suppl enental and additional to powers conferred
by other |aws, provided that the issuance of bonds under this
Act need not conply with the requirenents of any other |aw
applicable to the issuance of bonds. Except as otherw se
expressly provided in this Act, none of the powers granted to
the Bureau of the Budget under this Act shall be subject to
the supervision or regulation or require the approval or
consent of any nmunicipality or political subdivision or any
departnent, division, conmmssion, board, body, bur eau,

official, or agency thereof or of the State.

Section 60. Liberal construction of Act. This Act,
being necessary for the welfare of the State and its
i nhabitants, shall be Iliberally construed to effect its

pur poses.


SOLIMAR DFAULT BILLS NONE


~N o o~ WO N R

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32

-10- LRB9216027SMcd

Section 65. Severability. If any clause or other
portion of this Act is held invalid, that decision shall not
affect the validity of the remaining portions of this Act.
It is hereby declared that all such remaining portions of
this Act are severable, and that the General Assenbly would
have enacted the remaining portions if the portions that may

be so held to be invalid had not been included in this Act.

Section 905. The State Finance Act is anended by

changi ng Section 6z-43 as foll ows:

(30 ILCS 105/ 6z-43)

Sec. 6z-43. Tobacco Settlenent Recovery Fund.

(a) There 1is created in the State Treasury a speci al
fund to be known as the Tobacco Settlenent Recovery Fund,
into which shall be deposited all nonies paid to the State
pursuant to (1) the Master Settlenment Agreenent entered in
the case of People of the State of Illinois v. Philip Mrris,
et al. (Crcuit Court of Cook County, No. 96-L13146) and (2)
any settlenment with or judgnent against any tobacco product
manufacturer other than one participating in the Master
Settlement Agreenent in satisfaction of any rel eased cl aimas
defined in the Master Settlenent Agreenent, as well as any
other nonies as provided by Iaw Al'l earnings on Fund
i nvestnments shall be deposited into the Fund. Upon the
creation of the Fund, the State Conptroller shall order the
State Treasurer to transfer into the Fund any nonies paid to
the State as described initem (1) or (2) of this Section
before the creation of the Fund plus any interest earned on
the investnent of those nonies. The Treasurer nay invest the
moneys in the Fund in the sanme manner, in the sanme types of
i nvestnments, and subject to the sane limtations provided in
the Illinois Pension Code for the investnent of pension funds

other than those established under Article 3 or 4 of the
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Code.

(b) As soon as may be practical after June 30, 2001,
upon notification fromand at the direction of the Governor,
the State Conptroller shall direct and the State Treasurer
shall transfer the unencunbered balance in the Tobacco
Settlement Recovery Fund as of June 30, 2001, as determ ned
by the Governor, into the Budget Stabilization Fund. The
Treasurer may invest the noneys in the Budget Stabilization
Fund in the same manner, in the sane types of investnents,
and subject to the sane |imtations provided in the Illinois
Pensi on Code for the investnent of pension funds other than
t hose established under Article 3 or 4 of the Code.

(c) The State Treasurer shall adm nister the Tobacco

Settlenent Recovery Fund consistently wth the Tobacco

Settl enent Bond Act.

(Source: P.A 91-646, eff. 11-19-99; 91-704, eff. 7-1-00;
91-797, eff. 6-9-00; 92-11, eff. 6-11-01; 92-16, ef f.
6- 28-01.)

Section 99. Effective date. This Act takes effect upon

becom ng | aw.
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