
HOUSE BILL No. 5002
June 27, 1991, Introduced by Rep. Keith and referred to the 

Committee on Education.

A  bill to a m e n d  s e c t i o n  1225 of Act No. 451 of the P u b l i c

A c t s  of 1976, e n t i t l e d  as a m e n d e d

"The s c h o o l  code of 1976,"

as a m e n d e d  by Act No. 306 of the P u b l i c  Acts of 1982, b e i n g  s e c ­

t ion 3 8 0 . 1 2 2 5  of the M i c h i g a n  C o m p i l e d  Laws.

T H E  P E O P L E  O F  T H E  S T A T E  O F  M I C H I G A N  ENACT:

1 S e c t i o n  1. S e c t i o n  1225 of Act No. 451 of the P u b l i c  A c t s

2 of 1976, as a m e n d e d  by Act No. 306 of the P u b l i c  Ac t s  of 1982,

3 b e i n g  s e c t i o n  380 .12 25  of the M i c h i g a n  C o m p i l e d  Laws, is a m e n d e d

4 to read as follows:

5 Sec. 1225. (1) S u bject to r e s t r i c t i o n s  of this section, the

6 b o a r d  of a local or i n t e r m e d i a t e  school d i s t r i c t  m a y  b o r r o w  m o n e y

7 a n d  issue its notes for the b o r r o w e d  m o n e y  to se c u r e  funds for

8 s c h o o l  o p e r a t i o n s  or to pa y  p r e v i o u s  loans m a d e  for s chool

9 o p e r a t i o n s  under this or any other statute. The b o a r d  shall
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1 pledge money to be received by it from state school aid for the
2 payment qf notes issued under this section. The notes are full
3 faith and credit obligations of the school district and are pay-
4 able from tax levies or from unencumbered funds of the school
5 district in event of the unavailability or insufficiency of state
6 school aijd for any reason.
7 (2) Notes issued UNDER THIS SECTION shall become due not
8 later than September 1 immediately following the fiscal year in
9 which they are issued, except as provided in this section. Notes 
10 issued wijthin a fiscal year shall not exceed 100% of the differ-
1 1 ence betwjeen the total state aid funds apportioned to the school
12 district for that fiscal year and the portion already received or
13 pledged, iexcept secondary pledges made under section 1356.
14 (3) A school district that is not able to redeem its notes
15 before September 1 immediately following the fiscal year in which
16 the notes' were issued may enter into a multi-year agreement with
17 a lending: institution to repay its obligation. A repayment
18 agreement shall not be executed without the prior approval of an
19 authorized representative of the state board.
20 (4) During the last 3 months of a fiscal year, additional
21 notes may be issued pledging state school aid for the next
22 SUCCEEDING fiscal year. The additional notes shall not exceed
23 15% of the state school aid apportioned to the school district
24 for the next SUCCEEDING fiscal year or if the apportionment has
25 not been made, 15% of the apportionment for the then current
26 fiscal year. The additional notes shall mature not later than
27 November I immediately following the date of issuance. Notes
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1 s o l d  a n d  d e l i v e r e d  under this s e c t i o n  shall bear i n t e r e s t  at a

2 rate a g r e e d  to by the board, w h i c h  rate shall not e x c e e d  the rate

3 p r o v i d e d  in s e c t i o n  la of chapter III of the m u n i c i p a l  f i n a n c e

4 act, Ac t  No. 202 of the P u b l i c  Acts of 1943, as a m ended, be i n g

5 s e c t i o n  133.1a of the M i c h i g a n  C o m p i l e d  Laws, and m a y  be m a d e

6 r e d e e m a b l e  p r i o r--b o - B E F O R E  m a t u r i t y  on the terms and c o n d i t i o n s

7 p r o v i d e d  in the notes.

8 (5) N o t e s  issued under this s e c t i o n  -shall A R E  not -be—

9 s u b j e c t  to the m u n i c i p a l  f i nance act, Act No. 202 of the P u b l i c

10 A c t s  of 1943, as amended, being s e c tions 131.1 to, 130.2— 139.3

11 of the M i c h i g a n  C o m p i l e d  Laws. N o t e s-  A L O C A L  O R  I N T E R M E D I A T E

12 S C H O O L  B O A R D  shall not b e i s s u ed w i t h o u t-  ISSUE N O T E S  U N D E R  T H I S

13 S E C T I O N  U N L E S S  IT A P P L I E S  FO R  A N D  R E C E I V E S  the p r i o r  a p p r o v a l  of

14 the a u t h o r i z e d  r e p r e s e n t a t i v e  of the state bo a r d  g iv e n u p o n

15 ttp p l i ca t io rr-of fch e--bo a r d  o £ t h e sc h o o l d i s t r i c t O R  A  S C H O O L

16 B O A R D  R E Q U E S T S  A N D  R E C E I V E S  A N  E X C E P T I O N  F R O M  P R I O R  A P P R O V A L  P U R -

17 S U A N T  T O  S U B S E C T I O N S  (7), (8), A N D  (9). A  c e r t i f i c a t e  of

18 a p p r o v a l  is s u e d  by the a u t h o r i z e d  r e p r e s e n t a t i v e  of the state

19 b o a r d  s hall s h o w  the e s t i m a t e d  amount of state s c hool a i d  a l l o -

20 c a t e d  to the school d i s t r i c t  for the c u rrent fiscal year and, if

21 a p p l i c a b l e ,  for the next s u c c e e d i n g  fiscal year an d  p a y m e n t s

22 -wh i-ch T H A T  ha v e  been d i s t r i b u t e d  to the school d i s t r i c t  b e f o r e

23 the d a t e  of the certificate. F a i l u r e  of a s chool d i s t r i c t  to

24 r e c e i v e  st a t e  school aid shall not a ffect the v a l i d i t y  or

25 e n f o r c e a b i l i t y  of a note issued under this section.

26 (6) A  L O C A L  OR I N T E R M E D I A T E  S C HOOL b o a r d  m a y  ma k e  m o r e  than

27 1 b o r r o w i n g  under this s e c t i o n  d u ring a school year. A  b o a r d
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1 shall not c o n t e s t  the v a l i d i t y  of a note issued by it under this

2 s e c t i o n  if the note has been a p p r o v e d  by the a u t h o r i z e d  r e p r e s e n -

3 t a t i v e  of the s tate b oard and the d i s t r i c t  has r e c e i v e d  the p r i n -

4 ci p a l  a m o u n t  of the note. The c e r t i f i c a t e  of a p p r o v a l  an d  e s t i -

5 m a t e d  d e t e r m i n a t i o n  of state school aid by the a u t h o r i z e d  r e p r e -

6 s e n t a t i v e  of the state bo a r d  shall be c o n c l u s i v e  as to the

7 a u t h o r i t y  of a b o a r d  to b o r r o w  under this section. The c e r t i f i -

8 c a t e  shall be s i g n e d  by the a u t h o r i z e d  r e p r e s e n t a t i v e  of the

9 s t a t e  board.

10 (7) A  L O C A L  SC H O O L  B O A R D  MAY SU B M I T  A R E Q U E S T  T O  T H E  A U T H O -

11 R I Z E D  R E P R E S E N T A T I V E  OF T H E  S TATE B O A R D  FOR A N  E X C E P T I O N  F R O M

12 P R I O R  A P P R O V A L  O N  A  F O R M  P R E S C R I B E D  BY T H E  A U T H O R I Z E D

13 R E P R E S E N T A T I V E .  T H E  R E Q U E S T  SHALL BE A C C O M P A N I E D  BY A  F I L I N G  F E E

14 O F  $ 1 0 0 . 0 0  F O R  A  R E Q U E S T  R E L A T I N G  TO N O T E S  T O T A L I N G  L E S S  T H A N

15 $ 5 0 0 , 0 0 0 . 0 0  O R  $400.00 FO R  A  R E Q U E S T  R E L A T I N G  T O  N O T E S  T O T A L I N G

16 $ 5 0 0 , 0 0 0 . 0 0  O R  MORE. IF TH E  R E Q U E S T  IS N O T  A C C O M P A N I E D  BY T H E

17 P R O P E R  F I L I N G  FE E  O R  BY O T H E R  I N F O R M A T I O N  OR M A T E R I A L S  R E Q U I R E D

18 BY LAW, T H E  A U T H O R I Z E D  R E P R E S E N T A T I V E  SHALL NOT C O N S I D E R  T H E

19 R E Q U E S T  TO  BE C O M P L E T E  A N D  MA Y  R E T U R N  TH E  R E Q U E S T  W I T H O U T  A C T I N G

20 U P O N  IT.

21 (8) N O T  L A T E R  TH A N  10 C A L E N D A R  DAYS A F T E R  R E C E I V I N G  A  C O M -

22 P L E T E  R E Q U E S T  A N D  P R O P E R  F I L I N G  FEE U N D E R  S U B S E C T I O N  (7), T H E

23 A U T H O R I Z E D  R E P R E S E N T A T I V E  OF THE STATE B O A R D  SH A L L  IS S U E  A N  O R D E R

24 G R A N T I N G  |THE E X C E P T I O N  U N L E S S  TH E  R E P R E S E N T A T I V E  F I N D S  T H A T  1 O R

25 M O R E  OF  T H E  F O L L O W I N G  C O N D I T I O N S  EX I S T  OR H A V E  OCC U R R E D :

26 (A) IT A P P E A R S  FR O M  THE I N F O R M A T I O N  S U B M I T T E D  BY T H E  S C H O O L

27 D I S T R I C T  U N D E R  S E C T I O N  102 OF THE ST A T E  SC H O O L  A I D  A C T  O F  1979,
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1 B E I N G  S E C T I O N  3 8 8 .1702 O F  T H E  M I C H I G A N  C O M P I L E D  LAWS, A N D  F R O M

2 O T H E R  I N F O R M A T I O N  A V A I L A B L E  T O  T H E  D E P A R T M E N T  T H A T  T H E  S C H O O L

3 D I S T R I C T  E N D E D  ITS I M M E D I A T E L Y  P R E C E D I N G  F I S C A L  Y E A R  W I T H  A  D E F I -

4 C I T  IN 1 O R  M O R E  O F  ITS F U N D S  A N D  DOES N O T  H A V E  A  P L A N  A P P R O V E D

5 U N D E R  S E C T I O N  102(5) O F  T H E  S T A T E  S C H O O L  A I D  A C T  O F  1979 F O R

6 E L I M I N A T I N G  T H E  DEFICIT.

7 (B) T H E  S C H O O L  D I S T R I C T  HAS F A I L E D  TO C O M P L Y  W I T H  T H E

8 R E Q U I R E M E N T S  O F  THIS S E C T I O N  W I T H  R E G A R D  TO A N  O U T S T A N D I N G  N O T E

9 I S S U E D  U N D E R  T H I S  S E C T I O N  O R  A  N O T E  I SSUED U N D E R  T H I S  S E C T I O N

10 D U R I N G  T H E  3 YE A R S  I M M E D I A T E L Y  P R E C E D I N G  T H E  D A T E  O F  TH E

11 R E Q U E S T .

12 (C) T H E  S C H O O L  D I S T R I C T  IS IN D E F A U L T  IN T H E  P A Y M E N T  O F  T H E

13 P R I N C I P A L  O F  O R  I N T E R E S T  O N  A N Y  O F  ITS O B L I G A T I O N S .

14 (9) IF T H E  A U T H O R I Z E D  R E P R E S E N T A T I V E  O F  T H E  S T A T E  B O A R D

15 F I N D S  T H A T  1 O R  M O R E  O F  TH E  C O N D I T I O N S  D E S C R I B E D  IN S U B S E C T I O N

16 ( 8 ) (A) T O  (C) A P P L I E S  T O  A  R E Q U E S T  FOR A N  E X C E P T I O N  U N D E R  S U B S E C -

17 T I O N  (7), T H E  R E P R E S E N T A T I V E  M A Y  ISSUE A N  O R D E R  D E N Y I N G  T H E

18 R E Q U E S T  O R  M A Y  G R A N T  T H E  E X C E P T I O N  IF HE O R  SHE F I N D S  T H A T  T H E

19 E X I S T E N C E  O F  T H E  C O N D I T I O N  IS I N C O N S E Q U E N T I A L  TO T H E  R E Q UEST. IF

20 T H E  R E P R E S E N T A T I V E  FAILS T O  A C T  O N  A  R E Q U E S T  W I T H I N  T H E  10-DAY

21 P E R I O D  S P E C I F I E D  IN S U B S E C T I O N  (8), T H E  E X C E P T I O N  S H A L L  BE C O N -

22 S I D E R E D  T O  BE G R A N T E D  AS O F  TH E  E X P I R A T I O N  O F  T H E  10- D A Y  PERIOD.

23 (10) A N  E X C E P T I O N  F R O M  P R I O R  APPROVAL, W H E T H E R  G R A N T E D  BY

24 O R D E R  O F  T H E  A U T H O R I Z E D  R E P R E S E N T A T I V E  OF  TH E  S T A T E  B O A R D  O R

25 B E C A U S E  O F  F A I L U R E  OF T H E  R E P R E S E N T A T I V E  T O  A C T  ON  T H E  REQUEST,

26 IS V A L I D  FO R  4 MONTHS.
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