8§ 6-1. Mandatory reserve fund for nunicipal corporations, fire
districts and school districts. 1. As used in this section, the term
"governing board," in so far as it is used in reference to a nunici pal
corporation, shall nean the "l egislative body" thereof, as that termis
defined in section two of the nunicipal home rule |aw, as anmended from
time totine;, in so far as it is used in reference to a fire district,
shall nmean the board of fire comm ssioners thereof; in so far as it is
used in reference to a school district, shall nmean the board of trustees
t her eof .

2. Notwi thstandi ng any other provision of this chapter, upon the cash
sale by a nunicipal corporation, fire district or school district of a
capital inprovenent, as defined in section six-c of this chapter, for
the cost of which obligations were issued pursuant to the | ocal finance
| aw, and when all or part of such indebtedness is outstanding at the
time of such sale, a nandatory reserve fund shall be established for the
pur pose of retiring such obligations, or, as an additional alternative,
payi ng principal of, or redenption premuns in connection with such
obligations or other obligations of at |east equal weighted average
|ife; provided however, that, if the proceeds of the sale are used or
set aside to be used (i) to pay or provide for the construction,
reconstruction, acquisition or installation of capital inprovenents or
equi pnent, as defined in section six-c of this chapter, or (ii) for the
paynment of principal of, or redenption prem unms in connection with, any
out standi ng obligations issued by the mnunicipal corporation, fire
district or school district to finance such capital inprovenents or
equi pnrent, in an ampunt not |less than the | esser of such proceeds or the
princi pal anount of the indebtedness outstanding on the capital
i mprovenent sold, then such fund need not be established; provided,
however, that if such anmount to be so used, together with any other
anounts so used pursuant to this sentence in the same fiscal year of
such muni ci pal corporation, fire district or school district, would
exceed one percent of the limt prescribed by section 104.00 of the
| ocal finance |aw, then such fund shall neverthel ess be established; and
provi ded further, that a nunicipal corporation, fire district or school
district shall within thirty days after the use of such proceeds
pursuant to clause (i) herein, file a report with the state conptroller



identifying: (a) the asset sold, (b) the anpbunt of net proceeds from
such sale, (c) the amount to be paid or provided pursuant to such cl ause
(i), and (d) the capital inprovenents or equipnment to be so paid for or
provi ded. When a munici pal corporation, fire district or school district
has out st andi ng i ndebt edness incurred to finance the cost of such a
capital inprovenent, federal and state aid received on account of such

i nprovenent, to the extent that it is not applied directly to the
paynment of a part of the cost of such inprovenent or to retire

i ndebt edness issued in anticipation of such aid, shall |ikew se be
deposited in a reserve fund for the purpose of retiring either such
obligations or, as an additional alternative, other obligations of at

| east equal weighted average life. The entire proceeds of the sale or
such state or federal aid received, as the case may be, shall be
deposited to the credit of such fund, provided however, that if the
aggregat e anount thereof shall exceed the principal of such indebtedness
due or to becone due, or if, when all such outstanding obligations have
been retired, any noneys remai n unexpended in the reserve fund, such
excess noneys nay be used for any |awful nunicipal or district purpose,
as the case nay be. The provisions of this section shall not apply in a
case where a provision of any other |aw requires that the proceeds of
the sale of a capital inprovenent shall be deposited in a reserve fund
established for the purpose of retiring outstanding obligations.

2-a. The provisions of this section shall apply to capital
i mprovenents of town and county inprovenment districts. For the purpose
of inplenenting the provisions of this section in regard to such
districts, the term "governing board" shall nean the governing board of
the town or county, as the case nay be, in which such district is
| ocated, and the term"chief fiscal officer"” shall nean the chief fiscal
of ficer of such town or county.

3. Appropriations fromsuch fund shall be made only for the paynent or
paynments of all or part of the said outstandi ng i ndebtedness. However,
any bal ance renmaining in said fund upon the paynent of all outstanding
principal and interest may be expended for any |awful purpose of the
muni ci pal corporation, fire district or school district.



4. The chief fiscal officer shall keep a separate account for each of
such funds established. Such account shall show

a. The date of creation of the fund and the anmpbunt credited thereto.

b. The interest earned by such fund.

c. The capital gains or losses resulting fromthe sale of investnents
of the fund.

d. The interest or capital gains which have accrued to the fund.

e. The anmpbunt and date of each withdrawal fromthe fund.

f. The assets of the fund, indicating the cash bal ance therein and a
schedul e of the ampunts invested. The chief fiscal officer at the
term nation of each fiscal year shall render a detailed report of the
operation and condition of each of such funds to the governing board.

5. The nmenbers of the governing board are hereby decl ared trustees of
such funds and shall be subject to all the duties and responsibilities
i nposed by | aw on trustees, and such duties and responsibilities may be
enforced by the municipal corporation, fire district or school district,
as the case nay be, or by any board, comm ssion, agency, office or
t axpayer thereof. An expenditure from such nmandatory reserve fund may be
made only by appropriation pursuant to a resolution of the governing
boar d.

6. The noneys in each such fund shall be deposited and secured in the
manner provided by section ten of this article. The governing board or
the chief fiscal officer of such runicipal corporation, fire district or
school district, if the governing board shall delegate such duty to him
may i nvest the noneys in each such fund in the manner provided in
section eleven of this article. Any interest earned or capital gains
reali zed on the noneys so deposited or invested shall accrue to and
becone a part of each such fund. The separate identity of each such fund
shal | be maintai ned whether its assets consist of cash, investnents, or



bot h.

7. The nenbers of the governing board shall be guilty of a m sdeneanor
i f they:

a. Authorize a withdrawal from any such nmandatory reserve fund for any
pur pose ot her than as provided in this section.

b. Expend any noney w t hdrawn from any such nandatory reserve fund for
a purpose other than as provided in this section.



