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SENATE BILL NO. 779

Cct ober 30, 1997, Introduced by Senators V. SM TH, O BRI EN,
¥AUGHN and PETERS and referred to the Commttee on
I nance.

A bill to amend 1943 PA 202, entitled
"“Muni ci pal finance act,"”
by amendi ng sections 20, 21, 22, 23, and 24 of chapter 1V (MCL
134.20, 134.21, 134.22, 134.23, and 134.24), as added by 1988 PA
206.

THE PEOPLE OF THE STATE OF MICHIGAN ENACT:
CHAPTER | V

Sec. 20. (1) A nmunicipality that is a hone rule city under
—Act—No—279—of —thePublHeActs—of 1969, —being—seet+ons—1t+1+to
117-38—ofthe—M-chigan—Conpited—taws— 1909 PA 279, MCL 117.1 TO
117. 38, that collects ad val oremtaxes on behalf of a first class
school district described in this section, and that does not
return delinquent ad valoremtaxes to the county treasurer in the

county in which the honme rule city is situated may, w thout a

vote of the electors in the hone rule city, —ant—upon—areguest
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etass—sechool—distr+et-— borrow noney and i ssue del i nquent —a¢

vatoerem tax notes OR BONDS IN 1 OR MORE SERIES in antici pation
of the collection of the delinquent —agd—valorem taxes, as pro-
vided in this section and sections 21 to 24. —whtehtaxes—are

sechoot—distr+et— The notes may be issued to pay to—a—

DELI NQUENT TAXES OR LEVI ES THAT W LL BECOVE DELI NQUENT TAXES

PRI OR TO THE FI NAL MATURI TY OF THE NOTES OR BONDS TO THE CI TY OR
UPON REQUEST BY A RESOLUTI ON ADOPTED BY THE BOARD OF EDUCATI ON OF
THE FI RST CLASS SCHOCL DI STRICT, TO THE first class school dis-
trict —— whose boundaries are coterm nous with the boundaries of
the hone rule city. ——the—schoot—distriet—s——share—ofdetinguent
at—vatoremtaxes—that—havebeen—deHnguent—For—not—rore—than—-3

years—pefore—the—date—of+sstance—of thenoetes— Al OR A PORTI ON
OF THE del i nquent taxes owed to the HOVE RULE CITY OR TO THE

school district, OR BOITH, at the tinme —of— the —+sstuance—ofthe—
notes OR BONDS ARE | SSUED or —at—the— FOR THE PERI OD OF tine pro-
vided in the resolution authorizing i ssuance of the notes OR
BONDS nay be pl edged to the paynent of the principal of and
interest on the notes OR BONDS.

(2) A HOVE RULE CI TY MAY | SSUE REFUNDI NG TAX NOTES OR BONDS
IN 1 OR MORE SERI ES TO REFUND TAX NOTES OR BONDS | SSUED UNDER
THI'S SECTI ON AND SECTION 22 |IF THE HOVE RULE CI TY DETERM NES THAT
REFUNDI NG TAX NOTES OR BONDS | S EXPEDI ENT, WHETHER OR NOT THE TAX
NOTES OR BONDS TO BE REFUNDED HAVE MATURED. THE PROCEEDS OF THE
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3
REFUNDI NG TAX NOTES OR BONDS SHALL BE APPLI ED TO THE PURCHASE,
REDEMPTI ON, OR PAYMENT OF THE TAX NOTES OR BONDS REFUNDED.

(3) 22— As used in this section and sections 21 to 24: —
" pot et

(A) "DELI NQUENT TAXES" MEANS DELI NQUENT AD VALOREM TAXES
LEVI ED ON REAL OR PERSONAL PROPERTY OR A DELI NQUENT SPECI AL AD
VALOREM LEVY, SPECI AL ASSESSMENT, USER FEE OR CHARGE FOR UNPAI D
RATES OR CHARCES FOR SERVI CES, OR OTHER CHARGE | MPOSED BY OR ON
BEHALF OF A HOME RULE CI TY OR SCHOOL DI STRI CT OR COLLECTED BY A
HOVE RULE CI TY OR SCHOOL DI STRI CT.

(B) "NOTES' neans del i nquent —at—vatorem tax notes OR BONDS
authorized to be issued under this section and section 22.

Sec. 21. (1) The governing body of a home rule city
described in section 20 may create by resolution a delinquent —ad
vatoerem tax fund that may be designated as the "city of
del i nquent tax fund". Upon the establishnent of
t he deli nquent tax fund, all delinquent —ad—valorem taxes

pl edged in a resolution authorizing issuance of notes OR BONDS

i ncl udi ng taxes LEVIED on personal property, due and payable to
the HOVE RULE CITY OR TO THE school district, OR BOTH, are due
and payable to the HOVE RULE city for deposit to the delinquent
tax fund UPON RECEI PT. The delinquent tax fund —shatHH— MAY be
segregated into separate funds or accounts for the delinquent —ad
vatorem- t axes —of—each—year— pledged in the resolution authoriz-
i ng i ssuance of the notes OR BONDS.

(2) If a delinquent tax fund is established under subsection
(1), the chief financial officer of the HOVE RULE city —shatH—be—
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| S the agent for the HOVME RULE city with respect to the
del i nquent tax fund and, upon approval of the governing body of
the HOVE RULE city, nay enter into contracts with other nunici-
palities or private individuals, firnms, or corporations in con-
nection with any transaction relating to the delinquent tax fund
or any borrow ng nmade by the HOVE RULE city under section 22 of
this chapter, including contracting for all services necessary to
conplete the borrow ng OR TO COLLECT THE DELI NQUENT TAXES.

(3) The chief financial officer of the HOVE RULE city shal
pay fromthe delinquent tax fund an anobunt equal to the delin-
quent —at—valorem taxes that are due and payable to the HOVE
RULE CITY OR TO THE school district pronptly after the net pro-
ceeds of the notes OR BONDS are deposited in the delinquent tax
fund. The anmobunt in the fund that shall be paid and to which the
HOVE RULE CITY OR THE school district is entitled is the autho-
rized portion of delinquent —ad—valoerem taxes AND LEVI ES THAT
MAY BECOME DELI NQUENT TAXES in anticipation of which notes OR
BONDS are issued by the HOVE RULE city.

(4) The HOVE RULE city shall pay to the delinquent tax fund
the interest charges and penalties established by | aw, CHARTER
OR AN ORDI NANCE AUTHORI ZED BY CHARTER and pl edged by the resol u-
tion of the governing body authorizing i ssuance of the notes OR
BONDS. A HOVE RULE CI TY MAY ESTABLI SH PROCEDURES FOR COLLECTI NG
DELI NQUENT TAXES AND ENFORCI NG TAX LI ENS FOR DELI NQUENT TAXES AND
MAY | MPOSE | NTEREST CHARGES AND PENALTI ES AT RATES ESTABLI SHED BY
CHARTER OR AN ORDI NANCE AUTHORI ZED BY CHARTER The property tax
admnistration fee of the HOVE RULE city authorized under the
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general property tax act, —Aet—No—206—ofthePubt+e—-Acts—of
1893, —betng—seet+ons—2ti—1t+o 21115+ of theMehigan—Conptted
taws— 1893 PA 206, MCL 211.1 TO 211.157, shall not be pledged to
the notes OR BONDS, shall not be paid to the delinquent tax fund,
and shall be retained by the HOVE RULE city for its services. I[N
ADDI TI ON TO ANY OTHER FEE OR CHARGE AUTHORI ZED BY LAW CHARTER
OR AN ORDI NANCE AUTHORI ZED BY CHARTERS, A HOVE RULE C TY MAY
CHARGE A SCHOOL DI STRICT A PRO RATA ALLOCATI ON OF ALL OF THE
COSTS OF | SSUANCE AND ADM NI STRATI ON OF THE NOTES OR BONDS | SSUED
UNDER THI S CHAPTER AND THAT CHARCGE MAY BE RETAI NED FROM THE PRO-
CEEDS OF THE NOTES OR BONDS OTHERW SE PAYABLE TO THAT SCHOOL
DI STRI CT.

(5) A surplus in the fund after the paynent of all principal
of and interest on the notes OR BONDS and all other costs rel ated
to the borrowi ng shall be transferred by the chief financial
officer of the HOVE RULE city fromthe delinquent tax fund to the
HOVE RULE CITY OR TO THE school district —ent+tted—to—the
strptts— ON A PRO RATA BASI S AS PROVI DED under the provisions of
the resol ution authorizing i ssuance of the notes OR BONDS

(6) A honme rule city described in section 20 nay borrow

nmoney to create a delinquent tax fund as provided in this

section.
Sec. 22. (1) By resolution of its governing body and wth-
out a vote of its electors, a hone rule city that creates a

del i nquent tax fund under section 21 nmay borrow noney and issue
1 OR MORE SERI ES OF del i nquent —at—vatorem tax notes OR BONDS to

establish or continue, in whole or in part, the delinquent tax
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fund and to pay the expenses of the borrowing. —TFhe— ALL OR A
PORTI ON OF THE notes OR BONDS may be a full faith and credit gen-
eral obligation of the HOVE RULE city within constitutional,
statutory, and charter limtations applicable to the HOVE RULE
city —+— AS authorized by resolution of the governing body of
the HOVE RULE city authorizing i ssuance of the notes OR BONDS.
NOTES OR BONDS | SSUED PURSUANT TO THI' S SECTI ON OR SECTI ON 20 ARE
NOT A DEBT OF THE HOVE RULE CITY WTH N THE MEANI NG OF ANY CON-
STI TUTI ONAL, STATUTORY, OR CHARTER LI M TATI ON.

(2) I'n the resolution authorizing the borrowi ng and i ssuance

of notes —

of—and—+nterest—on—thenotes—and— OR BONDS, the proceeds of the
coll ection of the delinquent —ag—valorem taxes pledged TO THE
PAYMENT OF PRI NCI PAL OF AND | NTEREST ON THE NOTES OR BONDS and
the interest AND PENALTIES on the delinquent —at—valoerem- taxes
shall be placed in —a— 1 OR MORE segregat ed debt service —funt—or
acecotit— FUNDS OR ACCOUNTS AS PROVI DED BY THE AUTHORI ZI NG
RESOLUTI ON. The taxes placed in the segregated debt service
—funrt—oer—acecount— FUNDS OR ACCOUNTS shall not be used for any

ot her purpose until THERE IS I N THE FUNDS OR ACCOUNTS AN AMOUNT
SUFFI CI ENT TO PAY the ANNUAL principal of and interest on the
not es —are—pard—+n—Fut-H— OR BONDS AND ANY MANDATORY REDEMPTI ON
REQUI REMENTS OR OTHER PAYMENTS REQUI RED UNDER THE AUTHORI ZI NG
RESCLUTI ON, AT WHICH TI ME AND TO THE EXTENT PERM TTED BY THE
AUTHORI ZI NG RESOLUTI ON, ANY EXCESS AMOUNTS MAY BE CONSI DERED
SURPLUS AND TRANSFERRED PURSUANT TO SECTION 21(5). The

04497' 97



© 00 N o 0o b~ W DN P

NN N NDNNNDNRRRRRR R R R R
N o o b WN P O O 0N oA WDN PP O

7
segregat ed debt service —funrtd—er—account— FUNDS OR ACCOUNTS shal
be established as a part of the delinquent tax fund and shall be
accounted for separately on the books of the HOVE RULE city that
i ssues the notes OR BONDS.

(3) The proceeds of notes OR BONDS shall be placed in the
del i nquent tax fund and used as provided in section 21, after the
expenses of borrow ng have been deducted fromthe proceeds of the
not es OR BONDS.

(4) Before a HOME RULE city issues notes OR BONDS, the chi ef
financial officer shall make a sworn application to the depart-
ment for perm ssion to issue the notes OR BONDS and shall attach
to the application a certified copy of the resolution authorizing
t he i ssuance of the notes OR BONDS or, if available to the HOVE
RULE city, obtain an exception from prior approval of the
departnent. The application shall specify the actual anount of
t he notes OR BONDS or the maxi num anmount that the notes OR BONDS
shall not exceed, the maturity or maturities of the notes OR
BONDS, and the maxi muminterest rate on the notes OR BONDS.

After receiving these materials, the departnment shall issue its
order approving or disapproving the issuance of the notes OR
BONDS. An order of the departnent permtting the issuance of
notes OR BONDS or an exception from prior approval under this act
is not an approval of the legality of the notes OR BONDS

However, after the issuance of the notes OR BONDS, a determ na-
tion or finding made by the departnment involving a question of
fact —shalt+—be— | S considered conclusive of that fact. The

—tsstuance—of —the—order—of the—departrent— DEPARTMENT' S ORDER
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granting perm ssion to issue notes OR BONDS establishes the
presunption that the departnment has nmade the determ nati ons of
facts or circunstances, has given the approvals, and has reached
t he opi ni ons necessary before —+ssuanee—oef— | SSU NG t he order.

(5) Notes OR BONDS issued by the HOVE RULE city shall neet
all of the follow ng requirenents:

(a) Be in an aggregate princi pal anobunt not exceeding the
aggregat e anount of the delinquent —atd—valerem- taxes in antici-
pation of which the notes OR BONDS are issued plus expenses
incurred in connection with the issuance of the notes OR BONDS
excl usive of interest.

(b) Bear interest at a rate not exceeding 18% per annum or
at another rate as provided in section la of chapter I111.

(c) Be in a denom nation and mature on a date not exceeding
—4— 8 years after the date of issue as determ ned by the govern-
ing body in the resolution authorizing THE i ssuance of the notes
OR BONDS.

(d) Be secured IN WHOLE OR I N PART as provided in this sec-
tion and the resolution of the governing body and as permtted in
section 12 of chapter 111.

(6) The resolution authorizing THE i ssuance of the notes OR
BONDS may provide that all or a part of the notes OR BONDS are
subj ect to redenption and shall set forth the terns and condi -
tions of the redenption, if any.

(7) Notwithstanding section 2(1) of chapter 111, the sale
and award of notes OR BONDS may be conducted and nade by the
chief financial officer of the HOME RULE city issuing —them THE
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NOTES OR BONDS at a public or private sale as provided in the
resol ution of the governing body authorizing THE i ssuance of the
not es OR BONDS.

(8) If AND TO THE EXTENT the notes OR BONDS are designated
full faith and credit general obligation notes OR BONDS of the
HOVE RULE city | SSU NG THE NOTES OR BONDS, the notes OR BONDS are
a general obligation of the HOVE RULE city —+sstifg— AND t he
not es —ant— OR BONDS shall pledge to the paynment of principal of
and interest on the notes OR BONDS issued the full faith and
credit of the HOVE RULE city, obligating the HOVE RULE city to
| evy taxes to the extent necessary to pay the principal of and
interest on the notes OR BONDS, subject to applicable constitu-
tional, statutory, and charter limtations.

(9) Interest on the notes OR BONDS may be nmade payable in
t he manner provided in the resolution of the governing body of
the HOVE RULE city authorizing the issuance of the notes OR
BONDS.

(10) The principal of and interest on the notes OR BONDS
shal | be payable in |awful noney of the United States. The notes
OR BONDS and the interest on the notes OR BONDS are exenpt from
all taxation by this state or a political subdivision or taxing
authority —+na— OF this state.

(11) The notes OR BONDS nmay be nade payable at a bank or
trust conpany or as otherw se provided in the resolution of the
governi ng body of the HOVE RULE city authorizing the issuance of
t he notes OR BONDS.
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Sec. 23. (1) If the proceeds of the collection of
del i nquent —at—valerem- taxes pledged in the resolution to THE
paynment of —the—afetunt—of— the principal of and interest on the
notes OR BONDS, together with penalties and interest on the
del i nquent —at—valerem- taxes, are not sufficient to pay —that
arrount— THE PRI NCl PAL OF AND | NTEREST ON THE NOTES OR BONDS when
due, upon demand of the HOVE RULE city, the school district shal
pay to the HOVE RULE city for deposit to the delinquent tax fund
fromEl THER the SCHOOL DI STRICT' S general fund —ef—sechoet
ei-str+et— or FROM any additional tax that may be levied within
the school district's constitutional and statutory limts, an
anount to pay the SCHOOL DI STRICT'S PRO RATA SHARE OF THE i nsuf -
ficiency in order that THE principal of and interest on the notes
OR BONDS, together with penalties and interest on the delinquent
—at—vatorem taxes, —shatt—be— ARE paid in full when due. A HOVE
RULE CI TY MAY PAY THE HOVE RULE CI TY' S PRO RATA SHARE OF THE
| NSUFFI CI ENCY FROM THE HOVE RULE CI TY' S GENERAL FUND OR FROM ANY
ADDI TI ONAL TAX THAT MAY BE LEVIED WTHI N THE HOME RULE CI TY' S
CONSTI TUTI ONAL, STATUTORY, AND CHARTER LIMTS. After paynment of
the insufficiency, the school district —fray— OR THE HOVE RULE
CI TY, AS APPLI CABLE, SHALL be rei nbursed the amount paid fromthe
del i nquent tax fund by the HOVE RULE city from delinquent —ad
vatorem taxes pledged to the notes OR BONDS and col | ected and
deposited in the delinquent tax fund if those anmobunts are not
needed to pay principal of and interest on the notes OR BONDS
comng due. AS USED IN TH S CHAPTER, "PRO RATA SHARE' MEANS THE
PROPORTI ON OF THE PROCEEDS OF THE ORI G NAL | SSUE OF NOTES OR
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BONDS, LESS COSTS OF | SSUANCE, THAT THE HOME RULE CI TY OR THE
SCHOOL DI STRI CT, AS APPLI CABLE, HAS RECEI VED.

(2) If, for any reason, the HOVE RULE city issuing the notes
OR BONDS pays any part of the SCHOOL DI STRI CT'S PRO RATA SHARE OF
THE principal of or interest on the notes OR BONDS pursuant to
the resolution of the governing body of the HOVE RULE city autho-
rizing the i ssuance of the notes OR BONDS on account of the
pl edge of the full faith and credit of the HOME RULE city, the
school district shall PROVPTLY reinburse the HOVE RULE city
—profptty— the anmount paid. —Sueh— THE obligation to reinburse
the HOVE RULE city —shat+—be— IS a full faith and credit general
obligation of the school district. |If the school district does
not pronptly reinburse the HOVE RULE city the anount paid, the

HOVE RULE city may retain as reinbursenent for that anount the

fol | ow ng:
(a) Delinquent —ad—valorem taxes pledged to paynent of
principal of and interest on the notes OR BONDS if the anmounts

are not needed to pay principal of and interest on the notes OR
BONDS com ng due.

(b) Any other funds payable fromthe HOME RULE city to the
school district not otherw se pl edged.

Sec. 24. —MNetes— OBLI GATIONS i ssued under sections 20 to 23
may be issued at an original issue discount not to exceed —2%of
the—+face—valve—of—the note+sstued— THE DI SCOUNT AUTHORI ZED UNDER
SECTION 2 OF CHAPTER 11|
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