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HB5415, As Passed House, February 6, 2002

SUBSTI TUTE FOR
HOUSE BI LL NO. 5415

A bill to amend 1976 PA 451, entitled
"The revi sed school code,”
by anmendi ng section 1356 (MCL 380.1356), as anended by 1993
PA 312.

THE PECPLE OF THE STATE OF M CHI GAN ENACT:

Sec. 1356. (1) Notwi thstanding section 1351, a school dis-
trict that has an operating or projected operating deficit in
excess of $100.00 per nenbership pupil may borrow and issue its
negoti able interest bearing notes or bonds for the purpose of
funding the deficit in accordance with this section. This
authority is in addition to and not in derogation of any power
granted to a school district by any other provision of this act.
However, except for the purpose of funding an operating or
proj ected operating deficit resulting froma state tax tribunal

order or a court order, a school district shall not initiate the
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procedures to borrow noney or issue notes or bonds under this
section after January 1, 1994.
(2) Before a board of a school district issues notes or
bonds under this section, the board shall provide by resolution

for the subm ssion of the following certified and substanti ated

information to the —muntetrpal—FtnRance—commSSHor—or—+tS—SHEEeessor
agency—fFor—schoot—distr+ets— DEPARTMENT OF TREASURY

(a) There exists or will exist an operating deficit in the
school district in excess of $100.00 per nenbership pupil.

(b) During or before the fiscal year in which the applica-
tion is made, the school district has nade every available effort
to offset the deficit, including subm ssion of a question to the
school electors of the district to increase the rate of ad
val orem property taxes levied in the school district.

(c) The school district has a plan approved by the school
board that outlines actions to be taken to bal ance future expen-

ditures with anticipated revenues.

—(th—Fhe—rmexirum-nterest—r+ate—as—descrtbet—n
stbseeton—(6)—

(3) The existence of the operating or projected operating
deficit and the anount of the operating or projected operating
deficit shall be determ ned by the departnment of treasury, using
normal school accounting practices. |If a financial audit is
required to arrive at a conclusive determ nation as to the anpunt
of the deficit, the state treasurer shall charge all necessary
expenses for the audit, including per diemand travel expenses,

to the school district, and the school district shall make
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payment to the state treasurer for these expenses. The
determ nation by the department of treasury is final and concl u-
sive as to the existence of an operating or projected operating
deficit, the anmount of the deficit, and the anmount of the deficit
per menbership pupil.

(4) The notes or bonds may be issued in 1 or nore series by
resol uti on adopted by the school board, which resolution in each
case shall make reference to the determ nation of the departnent

of treasury. The anpunt of a note or bond issued shall not

exceed the amobunt of the operating deficit as shown by the

determ nation. —Fhe—schoot—distr+et—shat—tevy—suifetrent—taxes

(5) The school district shall pledge as secondary security
for the notes or bonds future state school aid paynents, if any,
and other funds of the district legally available as security.

(6) The notes or bonds shall mature serially w th annual

maturities not nore than 10 years fromtheir date. —ant—shat
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(7) Notes or bonds issued under this section are valid and
bi ndi ng general obligations of the school district, it being the
i ntent and purpose that the notes or bonds and the interest on
the notes or bonds be pronptly paid when due fromthe first noney
available to the district not pledged for other indebtedness and
except to the extent that the use is restricted by the state con-

stitution of 1963 or the laws of the United States.
(8) I ) : ) L okl
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netes—or—bonds—author+zed—by—this—section— BONDS AND NOTES
| SSUED UNDER THI S SECTI ON ARE SUBJECT TO THE REVI SED MUNI Cl PAL

FI NANCE ACT, 2001 PA 34, MCL 141.2101 TO 141.2821
(9) —Fhernotes—or—bonds——shatHt—be—sotd—at—not—tess—thanrpar
I o I : ) | o ) I I

departrent—of—treasury— The proceeds of the sale of notes autho-

rized under this section, after paynent of the costs of issuance

of the notes or bonds and interest on the notes or bonds for a
period not to exceed 9 nonths, shall be used solely for the pur-
pose of payi ng necessary operating expenses of the school dis-
trict, including the paynment of principal of and interest on
notes or bonds of the school district issued for operating

pur poses under this or any other act.
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(10) A board of a school district that borrows pursuant to
subsections (1) to (9) shall submt its budget for review and
approval to the departnent of education. The departnent of edu-
cation shall take necessary steps, subject to the school
district's contracts and statutory obligations, to assure that
t he expenditures of a school district that receives noney under

this part shall not exceed revenues on an annual basis and that

the school district nmaintains a bal anced budget.
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