SB1196, As Passed House, December 9, 1998

REPRI NT

SUBSTITUTE FOR
SENATE BILL NO. 1196

(As Passed the Senate Decenber 2, 1998)

A bill to anmend 1980 PA 243, entitled
"Emergency nunici pal |oan act,"”
by anendi ng sections 2, 3, 4, 6, 7, and 8 (MCL 141.932, 141.933,
141. 934, 141.936, 141.937, and 141.938), sections 2 and 3 as
anmended by 1987 PA 282, sections 4, 7, and 8 as anended by 1986
PA 6, and section 6 as anended by 1988 PA 198.

THE PEOPLE OF THE STATE OF MICHIGAN ENACT:

Sec. 2. (1) There is created a | ocal energency financi al
assi stance | oan board wthin the departnent of treasury. This
board shall consist of the state treasurer, the director of
comrerece— THE DEPARTMENT OF CONSUMER AND | NDUSTRY SERVI CES, and
the director of the departnent of managenent and budget. Except
for budgeting, procurenent, and related functions of the board
—whi-eh— THAT shall be perfornmed under the direction and

supervision of the state treasurer, the board shall exercise its
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prescribed statutory powers, duties, and functions independently
of the departnment of treasury.

(2) The board —shatHH—have— HAS t he powers necessary to carry
out and effectuate the purposes and provisions of this act,
including all of the foll ow ng powers:

(a) To act by an order issued in the nane of the board and
signed by the nenbers of the board. The signature of the desig-
nee of —any— A nmenber, when the designee is acting for his or her
princi pal, —shatHH—tave— HAS the sane force and effect as the sig-
nature of the nenber.

(b) To authorize and nmake | oans; to renegotiate the terns of
out standi ng | oans; and to nmake, execute, and deliver contracts
and other instrunents necessary or convenient to the exercise of
its powers.

(c) To aid, advise, and consult with —afry— A nmunicipality
with respect to fiscal questions arising fromand relating to its
proposed or outstandi ng | oans.

(d) To pronul gate rul es —purstant—to— UNDER t he adm ni s-
trative procedures act of 1969, —Aet—No—366—0f—thePublHc-Aets
of—1969—as—anended,—berng—seetions—24261+to0—24-328—of—the
M-eht-gan—Conptted—taws—whieh— 1969 PA 306, MCL 24.201 TO 24. 328,

THAT it considers necessary.

(e) To exam ne the books and records of —afy— A municipality
applying for or receiving a |loan under this act for the purpose
of ascertaining if the nunicipality is conplying, inrelation to
a loan under this act, with the requirenents of the board, the

laws of this state, and the charter, ordi nances, and resol utions
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of the municipality. Additionally, for effectuating this

pur pose, the board may require sworn statenments from any officer
or enployee of the municipality and may require the nmunicipality
to furnish a statenment of its financial condition. The board
—shat+—have— HAS full power, in furtherance of its investiga-
tions, to exam ne wi tnesses on oath, to conpel the attendance of
W t nesses, to conpel the giving of testinony, and to conpel the
producti on of books, papers, and records. Wtnesses may be sum
nmoned by the board by its process upon the paynent of the sane
fees as are allowed to witnesses attending in the circuit court
for the county in which a hearing is held. —Ary— A person duly
subpoenaed under this section who fails to attend or testify at
the place naned in the subpoena served for that purpose is guilty
of a m sdeneanor .

(f) To serve notice upon —anty— A municipality of —any— AN
order relating to the municipality —whteh—was— i ssued by the
board. A nunicipality —shalHH—be—constdered—t+o—-have— HAS prinma
facie notice of and —be— IS bound by an order of the board if
noti ce has been served upon it by registered nmail addressed to
any officer of the nmunicipality upon whom | egal process may be
served.

(g) To enforce conpliance with its orders; with the terns of
outstanding |l oans; with any provision of this act; or, in rela-
tion to a loan under this act, with any law of this state or with
the charter, ordinances, or resolutions of a nunicipality —whiech
has— THAT received a | oan under this act. As 1 nethod to enforce

conpliance, the board nmay institute appropriate proceedings in
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the courts of this state, including proceedings for wits of
mandanus and i njunctions.

(h) To subject a loan to the terns and conditions the board
consi ders necessary to ensure conpliance with the uniform budget -
ing and accounting act, —Aet—No—2—of—thePubtie-Aets—of—1968-
betng—seetions— 1968 PA 2, MCL 141.421 to 141.440a, and to ensure
tinmely repaynent of the loan, including, but not limted to,
requiring the direct assignnent for repaynent of a | oan of any
state noney appropriated to the nunicipality.

(1) To provide loan terns specifying conditions and events
of default and renedi es avail abl e upon default by a
muni ci pality.

(j) To inpose |oan terns —enstHrngrepayrent—of—atoan—rade

. o I v oy I i netud

regtred—by—state—+aw— UPON THE DI SBURSEMENT OF A LOAN AUTHORI ZED
TO BE MADE UNDER SECTION 3(2)(B) OR (3).

(3) The board shall review each application for a | oan from
a municipality to determine if the nunicipality satisfies the
requi renents of this act. —Ypen— EXCEPT FOR LOANS AUTHORI ZED
UNDER SECTI ON 3(2) OR (3), UPON determ ning those applications
—whteh— THAT satisfy the application eligibility requirements of
section 4 and, for subsequent annual | oans, section 8, the board
may aut horize an annual loan to 1 or nore of those eligible

applicants upon declaring that a local fiscal energency exists in
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the municipality. FOR LOANS AUTHORI ZED UNDER SECTION 3(2) OR
(3), THE BOARD MAY AUTHORI ZE A LOAN UPON DETERM NI NG THAT THE
MUNI CI PALI TY HAS SATI SFI ED THE REQUI REMENTS OF THI S ACT APPLI CA-
BLE TO LOANS UNDER SECTI ON 3(2) OR (3).

(4) Al actions of the board ——inretudi-ng—but—het—Hmited
to—granti-ng—atoam—tdeterrni-ng—the—ampunt—of—and—rate—or—+ates

retattng—to—the+toan;— shall be approved by all nenbers of the

board. All neetings of the board shall be conducted at a public
meeting held in conpliance with the open neetings act, —Aet
No—267—of—thePubl+ec—-Acts—of—1976,—as—anended,—betng—sect+ons
15261+te6—15-275—of—the—Mechigan—Conpited—taws— 1976 PA 267, ML
15. 261 TO 15. 275.

(5) Subject to the requirenments of this act, the board has
the sole authority to determ ne —the—arount—of—thetoan—therate
or—tates—of—interest—on—thetoan,—and—anyother—condi-t+on—retated

el nek-tdirg—t i I | . I I
proceeds—of—thetoan—beused+for——spectfi+ed—purposes— ALL OF THE
FOLLOW NG

(A) THE AMOUNT OF A LOAN.

(B) THE RATE OR RATES OF | NTEREST ON A LOAN.

(C ANY OTHER CONDI TI ON RELATED TO A LOAN | NCLUDI NG, BUT NOT
LIMTED TO REQUI RI NG THAT THE PROCEEDS OF A LOAN BE USED FOR
SPECI FI ED PURPOSES.

(6) The departnment of treasury shall provide staff services

to the board —for—purpeses—of—carryrng— TO CARRY out this act.
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(7) A MUNICIPALITY MAY DO 1 OR MORE OF THE FOLLOW NG

(A) BORROW MONEY UNDER THI' S ACT.

(B) ENTER I NTO A LOAN AGREEMENT W TH THE BOARD.

(© ISSUE I TS NOTES EVI DENCI NG THE LQOAN.

(D) ASSI GN AND CONVEY ANY REVENUES ALLOCATED TO IT FOR
REPAYMENT OF THE LQOAN.

(E) TAKE ANY OTHER ACTI ON NECESSARY TO RECEI VE, SECURE, OR
REPAY A LOAN UNDER THI S ACT.

Sec. 3. (1) Except as provided in subsection (2), the board
shal | not authorize |oans under this act to nmunicipalities
—whieh— THAT total an anmount greater than $5, 000, 000.00 in —any
+— A STATE fiscal year. —-eof—the—state—

(2) THE BOARD MAY AUTHORI ZE LOANS UNDER THI S ACT TO A COUNTY
W TH N THE FOLLOW NG LI M TATI ONS:

(A €2— In the —198+#88— 1998-99 state fiscal year, the
board may aut horize | oans under this act to a county with a popu-
| ati on greater than 1,500,000. —+rA—an—arount—hot—greater—than
$126,666,666-00—

(B) FOR A STATE FI SCAL YEAR I N WH CH THE BLOCK GRANT APPRO-
PRI ATED TO A COUNTY WTH A POPULATI ON OF MORE THAN 1, 500, 000 THAT
I S ORGANI ZED UNDER 1966 PA 293, MCL 45.501 TO 45.521, AND THAT I S
A COUNTY JUVEN LE AGENCY | S LESS THAN THE AMOUNT REQUI RED TO BE
DI STRI BUTED TO THAT COUNTY I N THAT YEAR UNDER THE SOCI AL WELFARE
ACT, 1939 PA 280, MCL 400.1 TO 400.119B, THE BOARD MAY AUTHORI ZE
A LOCAN TO THAT COUNTY I N AN AMOUNT NOT GREATER THAN THE DI FFER-
ENCE BETWEEN THE AMOUNT OF THE BLOCK GRANT AND THE AMOUNT
REQUI RED TO BE DI STRI BUTED TO THAT COUNTY FOR THAT FI SCAL YEAR
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UNDER THE SOCI AL WELFARE ACT, 1939 PA 280, MCL 400.1 TO

400. 119B. THE BOARD IS NOT REQUI RED TO AUTHORI ZE LOANS UNDER
THI'S SUBDI VI SION TO A COUNTY FOR MORE THAN 1 STATE FI SCAL YEAR

(3) IF IN A STATE FI SCAL YEAR THE BLOCK GRANT APPROPRI ATED
TO A COUNTY OTHER THAN A COUNTY DESCRI BED | N SUBSECTI ON (2) THAT
IS A COUNTY JUVEN LE AGENCY IS LESS THAN THE AMOUNT REQUI RED TO
BE DI STRI BUTED TO THAT COUNTY | N THAT YEAR UNDER THE SOCI AL VEL-
FARE ACT, 1939 PA 280, MCL 400.1 TO 400.119B, THE BOARD MAY
AUTHORI ZE A LOAN TO THAT COUNTY I N AN AMOUNT NOT GREATER THAN THE
DI FFERENCE BETWEEN THE AMOUNT OF THE BLOCK GRANT AND THE AMOUNT
REQUI RED TO BE DI STRI BUTED TO THAT COUNTY UNDER THE SOCI AL WEL-
FARE ACT, 1939 PA 280, MCL 400.1 TO 400.119B, I N THAT STATE
FI SCAL YEAR

(4) SECTIONS 6(2), 7, AND 8 AND THE CONDI TI ONS LI STED I N
SECTI ON 4(1) DO NOT APPLY TO A LOAN AUTHORI ZED UNDER SUBSECTI ON
(2) OR (3).

(5) THE PROCEEDS OF A LOAN MADE UNDER SUBSECTI ON (2) OR (3)
SHALL BE MAI NTAI NED I N A SEPARATE ACCOUNT AND SHALL NOT BE COM N-
GLED WTH THE COUNTY' S GENERAL FUND OR ANY OTHER SPECI AL FUND OR
ACCOUNT.

(6) THE STATE TREASURER OR H' S OR HER DESI GNEE SHALL MONI TOR
THE EXPENDI TURE OF THE PROCEEDS OF ANY LOAN MADE UNDER SUBSECTI ON
(2) OR (3).

(7) THE PROCEEDS OF A LOAN MADE UNDER SUBSECTI ON (2) OR (3)
ARE SUBJECT TO THE REQUI REMENTS OF THE COUNTY JUVEN LE ACGENCY
ACT.
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(8) —3)— Revenue for | oans nade —purstant—toe— UNDER this
act shall be provided fromthe surplus funds of this state
—ptrstant—to6— UNDER aut hori zati on granted under section 1 of —Aet
No—1085—of—thePubHetAets—of 1855—betrnrg—sect+on—21—141+of the
M-ehi-gan—Conpited—taws— 1855 PA 105, MCL 21. 141.

(9) AS USED IN THI' S SECTI QN, "COUNTY JUVEN LE AGENCY" MEANS
THAT TERM AS DEFI NED IN SECTION 2 OF THE COUNTY JUVENI LE AGENCY
ACT.

Sec. 4. (1) If the governing body of a municipality desires
to request a loan, it shall provide by resolution for the subm s-
sion of an application to the board for a | oan nade —pursuant—to—
UNDER this act. The nmunicipality shall certify and substantiate
all of the followng information and conditions to be eligible
for consideration for a |oan authorization by the board:

(a) A deficit for the municipality's general fund is
projected for the current fiscal year

(b) The municipality has applied to the departnment of trea-
sury, within a period of not nore than 6 nonths before its appli-
cation for a | oan under this act, for permssion to issue tax
anticipation notes or revenue sharing anticipation notes
—ptrstant—to— UNDER t he nunici pal finance act, —Aet—No—262—of
the—+PubHec-Acts—of—1943,—as—arnended,—being—sectt+ons—13t—1to
1393—of theMehtgan—Compited—taws— 1943 PA 202, MCL 131.1 TO

139.3, and the departnent of treasury has acted upon the
application. This subdivision shall be considered to have been

conplied with if, pursuant to section 11 of chapter Il of —Aet
No—202—of —thePubHtAets—of 1943, —betrnrg—sect+on—133—11+ofthe
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M-eht-gan—Cenptted—taws— THE MUNI Cl PAL FI NANCE ACT, 1943 PA 202,
MCL 131.11, the nmunicipality, wthin a period of not nore than 6
nmont hs before its application for a | oan under this act, has
filed for an exception fromprior approval for the issuance of
tax anticipation notes or revenue sharing anticipation notes and
has been eligible to i ssue —steh— THOSE notes w thout the prior
approval of the departnent of treasury.

(c) The municipality neets 1 or nore of the follow ng
condi tions:

(1) Its incone tax revenue growmh rate is .90 or |ess.

(11) Its local tax base growh rate is 75% or |ess of the
statew de tax base grow h rate.

(11m) The state equalized valuation of real and personal
property within the nunicipality at the tine the |oan application
is made is less than the state equalized valuation of real and
personal property within the nunicipality in the i mediately pre-
cedi ng year.

(d) The nmunicipality submts a | ong-range plan, that has
been approved by the governing body of the nunicipality, outlin-
ing actions to be taken to balance future expenditures with
antici pated revenues.

(2) If the board determ nes it necessary, the board may
i nspect, copy, or audit the books and records of a nmunicipality.

(3) SUBSECTION (1) DOES NOT APPLY TO A LOAN AUTHORI ZED UNDER
SECTI ON 3(2) OR (3).

Sec. 6. (1) A loan nmade under this act shall bear an annual

rate or rates of interest, if any, as established by the board
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—ptrstant—to—sectt+on—2(4)— UNDER SECTION 2(5). The board may
establish interest for a |oan under this act either at a rate or
rates that are fixed for the termof the loan or, if the fornula
is approved by the board at the tine the loan is nade or renego-
tiated as authorized in section 2, at a rate cal cul ated upon a
formula that varies the rate annually. |If the interest rate for
a loan under this act is a single fixed rate, the annual rate of
interest for the termof a |oan shall not exceed the average rate
of interest earned at the tine the |loan is approved by the board
on the investnment of surplus funds, other than those surplus
funds invested under this act and section 1 of —Aet—No—1065+o6f

I i : e . . . oy ki
Conptted—taws— 1855 PA 105, MCL 21.141.

(2) Interest paynents —shatH—becorre— ARE due and payabl e
annual Iy, beginning 1 year after the loan is issued to the
muni ci pality. Notes of indebtedness executed to the state by a
muni ci pality for a |l oan made under this act shall not require
paynment of principal until 10 years after the loan is issued to
the nmunicipality. Repaynent of the principal shall be made in
not | ess than 10 equal annual installnents, except as provided in
subsection (5). This subsection, —ant— SECTIONS 7 AND 8, AND THE

CONDI TI ONS LI STED I N section —4{H){b)—antd—e)— 4(1) do not apply
to a | oan authorized —by— UNDER section 3(2) OR (3). —bnatess
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) : ) el I I o "
seet+on—3(2)—

(3) The | oan agreenent between the board and a county —en—
FOR a | oan aut horized —by— UNDER section 3(2) OR (3) shall estab-
lish the schedule for paynent of the principal of and interest on
the loan, the nature of the obligation of the county to repay a
| oan made under this act, and any security for that | oan.
Payments of principal AND I NTEREST for a | oan authorized by sec-
tion 3(2) —may— SHALL be |imted —bytheboard—at—+ts
ti-seret+on,— to revenues allocated to the county under —Aet
No—264—of —thePubHtAets—of 198+ —bethrg——secttons—141+-4+t+to
H41+419—of theMehtgan—Conptted—+taws— THE HEALTH AND SAFETY FUND
ACT, 1987 PA 264, MCL 141.471 TO 141.479, mnus those revenues

aut hori zed by the board in the | oan agreenent for use in the pay-

ment of other county obligations. —Fhetoan—-agreerent—shatt—pro—
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oy T " b the | oeat C aent
Lo | . c oy bt : e

(4) Unless other state appropriations to a nunicipality are

pl edged or assigned in an amount sufficient for the nunicipality
to make a required principal or interest paynent, if the

muni ci pality's paynent of required principal or interest is

del i nquent, the state treasurer shall w thhold the anount of al
del i nquent paynents that are due on a |oan issued under this act
fromstate paynments to the municipality under the state revenue
sharing act of 1971, —Act—No—146—-of—the PubtteActs—of—197t—=as
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Cofptted—taws— 1971 PA 140, MCL 141.901 TO 141.921

(5) Notwi thstandi ng the paynent schedul es and net hods est ab-
lished by this section or by the terns of a | oan agreenent, a
muni cipality may initiate repaynent of all or part of a |oan nade
under this act at an earlier date or nmay make repaynent in fewer
i nstal |l ment paynents, or both. The board shall not condition
either eligibility for consideration for a |loan or the grant of a
| oan under this act on repaynent schedules and terns other than
those required by subsections (1), (2), 3 (3), and (4). In
addition, failure of a nunicipality to make repaynents under
terms or a schedule it has instituted under this subsection does
not disqualify the nmunicipality fromeligibility for considera-
tion for loans in subsequent fiscal years.

(6) Aloan issued under this act shall be a general obliga-
tion of the municipality except that —the—princtpat—of— a | oan
i ssued under section 3(2) —fmray—be+epared— SHALL NOT BE A GENERAL
OBLI GATION OF THE MUNI Cl PALI TY AND SHALL BE REPAI D SOLELY from

speci fic revenues —+f—authort+zedbytheboardand—then—-ontythe

eounrty— PLEDGED FOR REPAYMENT OF THE LOAN.
Sec. 7. (1) A nmunicipality —whieh— THAT receives a | oan
—ptrstant—to— UNDER this act shall performall of the foll ow ng:
(a) Enploy a full-time professional adm nistrator to direct
or participate directly in the managenent of the nunicipality's

operations until otherw se ordered by the board.
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(b) Not nore than 6 nonths after receiving a | oan and
sem annual ly after that date for the period the loan is
out standing, submt to the board an eval uation of the performance
of the municipality against the |ong-range plan submtted under
section 4(1).

(c) Submt all of the followng to the board on a quarterly
basi s:

(1) A statement of actual revenues received in the | ast
quarter and in the current fiscal year to date.

(11) A statenent of total revenues estimated to be received
by the nunicipality in the current fiscal year.

(11m) A statenment of expenditures made and encunbrances
entered into by the municipality in the last quarter and in the
current fiscal year to date.

(1v) A statenent of revenues —whieh—hatd—been— THAT WERE
estimated to be received and expendi tures —which—had—been— THAT
VERE estimated to be nmade during the current fiscal year and
t hrough the end of the last quarter.

(v) A bal ance sheet indicating whether total estimted
expenditures for the current fiscal year and for the last quarter
—have—exceeded— EXCEED the total estimated revenues for the cur-
rent fiscal year and for the |ast quarter, respectively.

(d) Submt the general appropriations act of the nunicipali-
ty, and any anmendnents to that act, adopted —pursuant—te— UNDER
t he uni f orm budgeti ng and accounting act, —Aet—No—2of—the
Pubte—Acts—of—1968—as—anended—betng——sectons—141+421+to
Hi440a—of—the—Mehigan—Conpitet—taws— 1968 PA 2, MCL 141.421 TO
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141. 440A, or any equivalent report as may be required by the
board if the municipality is not required to adopt a general
appropriations act.

(e) Submt any budget change in the current fiscal year or
any anmendnment to —+ts— THE general appropriations act OF THE
MUNI Cl PALITY for the current fiscal year to the board before
adopt i on.

(f) Submt any budget for the ensuing fiscal year or —+ts—
THE general appropriations act OF THE MUNI Cl PALITY for the ensu-
ing fiscal year to the board before adoption.

(g) Certify that the nmunicipality has fully conplied with
all statutory requirenents concerning use of the uniformchart of
accounts and audits.

(2) As used in this section, "expenditure" and "revenue"
mean those terns as defined in —Aet—No—2—of—thePubl+ec—-Aets—of
1968—as—anended— SECTI ONS 2C AND 2D OF THE UNI FORM BUDGETI NG AND
ACCOUNTI NG ACT, 1968 PA 2, MCL 141.422C AND 141. 422D.

(3) SUBSECTION (1) DOES NOT APPLY TO A LOAN AUTHORI ZED UNDER
SECTI ON 3(2) OR (3).

Sec. 8 (1) In addition to the requirenents of section 4,
to be eligible for consideration for a fiscal year |oan under
this act after having qualified for and received the first or any
subsequent fiscal year |oan under this act, a nunicipality shal
satisfy all of the foll ow ng requirenents:

(a) Fulfilled the requirenents of section 7.

(b) Submtted a progress report to the board detailing the
steps —whieh— THAT have been taken to achi eve the | ong-range plan
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subm tted pursuant to section 4(1) and the nanagenent neasures
—whteh— THAT have been taken to inprove fiscal managenent of the
muni ci pality.

(c) Satisfy the board that reasonabl e progress has been made
to resolve any federal discrimnation suit pending against the
muni ci pality.

(2) SUBSECTION (1) DOES NOT APPLY TO A LOAN AUTHORI ZED UNDER
SECTI ON 3(2) OR (3).

Enacting section 1. This anendatory act does not take

effect unless all of the following bills of the 89th Legislature

are enacted into | aw

(a) Senate Bill No. 1183.
(b) Senate Bill No. 1184.
(c) Senate Bill No. 1185.
(d) Senate Bill No. 1186.
(e) Senate Bill No. 1187.
(f) Senate Bill No. 1197.
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