
HOUSE BILL No. 4503
March 1, 1995, Introduced by Reps. Brackenridge, Dobb, Hammerstrom, McBryde, 

Oxender, Hill, Dobronski, Goschka and DeLange and referred to the Committee on Local 
Government.

HOUSE 
BILL 

No. 4503

A bill to amend sections 1, 2, 3, 4, and 5 of Act No. 354 of 
the Public Acts of 1972, entitled as amended
"An act to authorize the replacement or payment without presenta­
tion of lost, destroyed or wrongfully taken bonds or other evi­
dences of indebtedness issued by public corporations; and to pre­
scribe the powers and duties of certain departments and 
agencies,"

being sections 129.131, 129.132, 129.133, 129.134, and 129.135 of 
the Michigan Compiled Laws.

THE PEOPLE OF THE STATE OF MICHIGAN ENACT:
1 Section 1. Sections 1, 2, 3, 4, and 5 of Act No. 354 of the
2 Public Acts of 1972, as amended, being sections 129.131, 129.132,

3 129.133, 129.134, and 129.135 of the Michigan Compiled Laws, are

4 amended to read as follows:

5 Sec. 1. AS USED IN THIS ACT:
6 (A) "PAYING AGENT" MEANS EITHER OF THE FOLLOWING:
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1 (i) FOR AN OBLIGATION THAT IS NOT REGISTERED AS TO PAYMENT

2 OF PRINCIPAL BY OR ON BEHALF OF THE PUBLIC CORPORATION THAT

3 ISSUED THE OBLIGATION, ANY BANK OR TRUST COMPANY DESIGNATED BY

4 THE PUBLIC CORPORATION TO MAKE PAYMENT OF PRINCIPAL OF OR INTER-

5 EST ON THE OBLIGATION.
6 (ii) FOR AN OBLIGATION THAT IS REGISTERED AS TO PAYMENT OF

7 PRINCIPAL BY OR ON BEHALF OF THE PUBLIC CORPORATION THAT ISSUED

8 THE OBLIGATION, ANY BANK OR TRUST COMPANY THAT IS AUTHORIZED BY

9 THE PUBLIC CORPORATION TO AUTHENTICATE THE OBLIGATION ON BEHALF

10 OF THE PUBLIC CORPORATION.

1 1 (B) "Public corporation" means a body corporate orga-

12 nized pursuant to the laws of this state to carry out a public

13 governmental or proprietary function, including,

14 BUT NOT LIMITED TO, THIS state, 

15 AN agency OF THIS STATE, or A school dis-

16 trict, INTERMEDIATE SCHOOL DISTRICT, city, village, township,

17 county, district, commission, authority, university, college, or

18 any combination OF THESE THAT is a corporate

19 entity.

20 (C) "Obligation" means evidence of indebtedness

21 INCLUDING, BUT NOT LIMITED TO, a bond, refunding bond, reve-

22 nue bond, note, certificate of indebtedness and other like

23 instrument issued by a public

24 corporation, and any coupon representing interest ON

25 THE OBLIGATION.

26 (D) (3) "Governing body" means the legislative body,

27 THE official, or THE official body to whom

2
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1 THE g e n e r a l  g o v e r n i n g  p o w e r s  o f  a  p u b l i c  c o r p o r a t i o n  ARE

2 DESIGNATED, o r  i n  t h e  c a s e  o f  T H IS  s t a t e  o r  a n  a g e n c y

3 OF T H IS  STA TE, t h e  o f f i c i a l

4  b o d y  d e s i g n a t e d  b y  la w  t o  i s s u e  t h e  o b l i g a t i o n  t o  b e  r e p l a c e d .

5 (E )  " R e p l a c e m e n t  o b l i g a t i o n "  m e a n s  a n  o b l i g a t i o n  a n d

6 a n y  c o u p o n  r e p r e s e n t i n g  i n t e r e s t  i n  c o n n e c t i o n  WITH

7 THE OBLIGATION i s s u e d  u n d e r  t h i s  a c t .

8 ( F )  "OBLIGOR" MEANS A PERSON OR ENTITY THAT HAS BORROWED THE

9 PROCEEDS OF AN OBLIGATION FROM A PUBLIC CORPORATION AND I S  CON-

10 TRACTUALLY OBLIGATED TO MAKE LOAN REPAYMENTS S U F F IC IE N T  TO PAY

11 P R IN C IP A L  OF AND IN TEREST ON AN O B LIG A TIO N , OR A PERSON OR EN TITY

12 THAT HAS LEASED OR RENTED OR PURCHASED ON AN INSTALLMENT B A S IS  A

13 F A C IL IT Y  FROM A PU BLIC CORPORATION, WHICH FA C IL IT Y  WAS FINANCED

14 WITH PROCEEDS OF AN OBLIGATION AND I S  MAKING PAYMENTS FOR THE USE

15 OR PURCHASE OF THAT FA C IL IT Y  IN  AMOUNTS S U F F IC IE N T  TO PAY P R IN C I-

16 PAL OF AND INTEREST ON THAT O BLIGATIO N.

17 S e c .  2 .  ( 1 )

 A PAYING AGENT, WITHOUT

19 APPROVAL FROM A GOVERNING BODY, m ay p r o v i d e  f o r  i s s u a n c e  a n d

2 0  d e l i v e r y  o f  a  r e p l a c e m e n t  o b l i g a t i o n  f o r  a n  u n m a t u r e d  o b l i g a t i o n

21 o r  f o r  p a y m e n t  w i t h o u t  p r e s e n t a t i o n  o f  a  m a t u r e d  o b l i g a t i o n

2 2  w h i c h  THAT h a s  b e e n  l o s t ,  a p p a r e n t l y  d e s t r o y e d ,  o r  w r o n g f u l l y

23  t a k e n  w h e n  f u r n i s h e d  w i t h  a l l  o f  t h e  f o l l o w i n g :

2 4  ( a )  P r o o f  o f  o w n e r s h i p  a s  r e q u i r e d  b y  t h e

2 5  PAYING AGENT.

2 6  ( b )  P r o o f  o f  l o s s ,  d e s t r u c t i o n ,  o r  WRONGFUL

27 t a k i n g  a s  r e q u i r e d  by  t h e  PAYING AGENT.
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1 ( c )  AN OPEN PENALTY b o n d  o f  i n d e m n i t y ,

2 ISSU E D  BY A COMPANY RATED IN  I OF THE 3 HIGHEST RATING CATEGORIES

3 AND 1 OF THE TOP 10 FINA NCIA L S IZ E  CATEGORIES BY A NATIONALLY

4 RECOGNIZED INSURANCE RATING AGENCY, WHICH IN D E M N IFIE S  t h e  p u b l i c

5 c o r p o r a t i o n  a n d  THE OBLIGOR, I F  ANY, AND p a y i n g  a g e n t

6 a g a i n s t  a n y  l o s s  t h e y  m ay

7 s u f f e r  o n  a c c o u n t  o f  i s s u a n c e  a n d  d e l i v e r y  o f  t h e  r e p l a c e m e n t

8 o b l i g a t i o n ,  o r  p a y m e n t  o f  t h e  o b l i g a t i o n  w i t h o u t  p r e s e n t a t i o n ,  i n

9 a m o u n t s  a n d  w i t h  c o v e r a g e  a s  r e q u i r e d  b y  t h e

1 0  PAYING AGENT.

11 ( d )  P a y m e n t  o f  t h e  c o s t  o f  p r e p a r a t i o n  o f  t h e  r e p l a c e m e n t

12 o b l i g a t i o n  a n d  a l l  o t h e r  c o s t s  i n c u r r e d  b y  t h e  p u b l i c  c o r p o r a t i o n

13 a n d  t h e  F E E S , C O STS, AND EXPENSES OF THE p a y i n g  a g e n t  i n  c o n n e c -

14 t i o n  w i t h  t h e  i s s u a n c e  a n d  d e l i v e r y  o f  t h e  r e p l a c e m e n t  o b l i g a -

1 5 t i o n ,  o r  p a y m e n t  w i t h o u t  p r e s e n t a t i o n  o f  t h e  o b l i g a t i o n .

16 ( 2 )  A PERSON HOLDING THE SAME O F FIC E  AS THE PERSON WHO EX E -

17 CUTED THE OBLIGATION ORIGINALLY ISSU ED  I S  AUTHORIZED, UPON NOTICE

18 FROM THE PAYING AGENT OF SA TISFA C TIO N  OF THE CONDITIONS DESCRIBED

19 IN  SUBSECTION ( 1 ) (A ) THROUGH ( D ) ,  TO EXECUTE AND SEA L, WHERE N EC -

2 0  ESSARY, A REPLACEMENT OBLIGATION WITHOUT FURTHER ACTION OF THE

21 GOVERNING BODY.

2 2  S e c .  3 .  A r e p l a c e m e n t  o b l i g a t i o n  s h a l l  b e  o f  t h e  s a m e  f o r m

2 3  a n d  t e n o r  a n d  b e  s e c u r e d  i n  t h e  s a m e  m a n n e r  a s  t h e  o b l i g a t i o n

2 4  o r i g i n a l l y  i s s u e d .  THE REPLACEMENT OBLIGATION s h a l l  b e  e x e -

2 5  c u t e d  i n  t h e  s a m e  m a n n e r  a n d  s u b j e c t  t o  t h e  s a m e  f o r m a l  r e q u i r e -

2 6  m e n t s  a s  t h o s e  p r o v i d e d  b y  la w  f o r  t h e  o b l i g a t i o n  o r i g i n a l l y

2 7  i s s u e d .
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1 
2 
3  OBLIGATIONS THAT ARE NOT REGISTERED AS TO PAYMENT OF
4 EITHER PRINCIPAL OR INTEREST shall be indorsed with the word
5 "replacement".

6 Sec. 4. 
7 
8 Matured interest coupons shall not be replaced, AND
9 replacement coupons SHALL NOT be issued separately from a
10 replacement obligation evidencing principal. The
11 paying agent MAY make payment of matured
12 interest coupons lost, destroyed, or wrongfully taken without
13 presentation upon receipt of DOCUMENTATION AND indemnification
14 satisfactory to the paying agent and PAYMENT
15 OF ANY FEES, COSTS, AND EXPENSES OF THE PAYING AGENT.
16 Sec. 5. 
17  
18
19 IF THERE IS NO PAYING AGENT DESIGNATED FOR
20 AN OBLIGATION, THE GOVERNING BODY MAY AUTHORIZE ISSUANCE AND
21 DELIVERY OF A REPLACEMENT OBLIGATION FOR AN UNMATURED OBLIGATION
22 OR PAYMENT WITHOUT PRESENTATION OF A MATURED OBLIGATION AND PAY-
23 MENT OF A MATURED INTEREST COUPON THAT HAS BEEN LOST, APPARENTLY
24 DESTROYED, OR WRONGFULLY TAKEN WHEN FURNISHED WITH ALL OF THE
25 FOLLOWING:
26 (A) PROOF OF OWNERSHIP AS REQUIRED BY THE GOVERNING BODY.
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1 (B) PROOF OF LOSS, DESTRUCTION, OR WRONGFUL TAKING AS
2 REQUIRED BY THE GOVERNING BODY.
3 (C) AN OPEN PENALTY BOND OF INDEMNITY, ISSUED BY A COMPANY
4 RATED IN 1 OF THE 3 HIGHEST RATING CATEGORIES AND 1 OF THE TOP 10
5 FINANCIAL SIZE CATEGORIES BY A NATIONALLY RECOGNIZED INSURANCE
6 RATING AGENCY, THAT INDEMNIFIES THE PUBLIC CORPORATION AND THE
7 OBLIGOR, IF ANY, AGAINST ANY LOSS THEY MAY SUFFER ON ACCOUNT OF
8 ISSUANCE AND DELIVERY OF THE REPLACEMENT OBLIGATION, OR PAYMENT
9 OF THE OBLIGATION WITHOUT PRESENTATION, AS REQUIRED BY THE GOV-
10 ERNING BODY.
11 (D) PAYMENT OF THE COST OF PREPARATION OF THE REPLACEMENT
12 OBLIGATION AND ALL OTHER COSTS INCURRED BY THE PUBLIC CORPORATION
13 IN CONNECTION WITH THE ISSUANCE AND DELIVERY OF THE REPLACEMENT
14 OBLIGATION, OR PAYMENT WITHOUT PRESENTATION OF THE OBLIGATION.
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