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HB 4009, As Passed Senate, February 27, 2002

SENATE SUBSTI TUTE FOR
HOUSE BI LL NO. 4009
(As passed the Senate, February 27, 2002)

A bill to anmend 1855 PA 105, entitled
"An act to regulate the_disPOSition of the surplus funds in the
state treasury; to provide tor the deposit of surplus funds in
certain financial institutions; to I end surplus funds pursuant to
| oan agreenents secured by certain commercial, agricultural, or
industrial real and personal property; to authorlze t he | oan of
surplus funds to certain nunicipalities; to authorize the partic-
ipation in certain | oan prograns; to authorize an appropriation;
and to prescribe the duties of certain state agencies,"”
by anmendi ng section 2a (MCL 21.142a), as anended by 1987 PA 27.

THE PEOPLE OF THE STATE OF M CH GAN ENACT:

Sec. 2a. (1) The state treasurer may invest surplus funds
under the state treasurer's control in certificates of deposit or
I . : T ot . . Litied [N A

FI NANCI AL | NSTI TUTI ON WHI CH QUALI FI ES W TH PROOF OF FI NANCI AL
VI ABI LI TY ACCEPTABLE TO THE STATE TREASURER under this act to
recei ve deposits or investnents of surplus funds. |In addition to

terms that may be prescribed in the investnent agreenent by the
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state treasurer, an investnent under this section shall be
subject to all of the followi ng conditions and restrictions:

(a) The interest accruing on the investnent shall not be
nore than the interest earned by the financial institution on
qualified agricultural |oans nade after the date of the
i nvest nent .

(b) The financial institution shall provide good and anple
security as the state treasurer requires and shall identify the
qualified agricultural |loans and the terns and conditions of
those | oans that are nade after the date of the investnment which
are attributable to that investnent together with other infornma-
tion required by this act.

(c) As established in the investnent agreenent by the state
treasurer, a qualified agricultural |oan shall be nade at a rate
or rates of interest, if any.

(d) To the extent the financial institution has not nmade
qualified agricultural |oans as defined by subsection (9{a)(+)-
(99(A) in an anpunt at |east equal to the amount of the invest-
ment within 90 days after the investnent, the rate of interest
payabl e on that portion of the outstanding investnent shall be
increased to a rate of interest provided in the investnent agree-
ment, with the increase in the rate of interest applied retroac-
tively to the date on which the state treasurer invested the sur-
pl us funds.

(e) For a qualified agricultural |oan as defined by subsec-
tion t9tattHH— (9)(A), the investnent agreenent shall provide

that the financial institution does not have to repay any
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principal within the first —3—years— 25 MONTHS after which the
investnent is made unless the investnent is no | onger being used
to make a qualified agricultural |oan as defined by subsection
—Hta)H— (9)(A), or to the extent the qualified agricultural
| oan has been repaid.
(f) For a qualified agricultural |oan as defined by subsec-
tion (Htat)y—oer—HH— (9)(A), the investnent agreenent nmay
i nclude incentives for the early repaynent of the investnent and
for the acceleration of paynents in the event of a state cash
shortfall as prescribed by the investnent agreenent.
(2) An investnent made under this section is found and
declared to be —+e+— a valid public purpose.

(3) The attorney general shall approve docunentation for an

i nvestment pursuant to this section as to |egal form

stbseeti-on—{9-{a)r{}— THE STATE TREASURER SHALL DEPCS|I T BEFORE
MAY 1, 2002 UP TO $30, 000, 000. 00 OF SURPLUS FUNDS W TH THE FI NAN-
Cl AL | NSTI TUTI ONS PARTI Cl PATI NG | N MAKI NG QUALI FI ED AGRI CULTURAL
LOANS UNDER THI S SECTI ON FOR THE PURPOSE OF MAKI NG THOSE QUALI -
FI ED AGRI CULTURAL LOANS. NOT MORE THAN $10, 000, 000. 00 OF THI S
DEPOSI T SHALL BE ALLOCATED TO QUALI FI ED AGRI CULTURAL LOANS MADE
TO BUSI NESSES UNDER SUBSECTI ON (9) ( A) (iii) .

H00010' 01 (S-2)
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(5) Earnings from an investnment made pursuant to this
section which are in excess of the average rate of interest
earned during the sane period on other surplus funds, other than
surplus funds invested pursuant to section 1 or 2, shall be cred-
ited to the general fund of the state. |If interest from an
i nvest mrent made pursuant to this section is below the average
rate of interest earned during the sane period on other surplus
funds, other than surplus funds invested pursuant to section 1 or
2, the general fund shall be reduced by the anmount of the defi-
ciency on an anortized basis over the remaining termof the
investnment. A loss of principal froman investnent made pursuant
to this section shall reduce the earnings of the general fund by
t he anmount of that |oss on an anortized basis over the remaining
termof the investnent.

(6) A newinvestnment to which a qualified agricultural |oan
as defined by subsection (9)(a)(ii) is attributed shall not be
made pursuant to this section after —Junre—36,—31987— OCTOBER 1,
2002, and shall not be nmade with a term which extends beyond
January 1, —3997+ 2007. An investnment to which a qualified agri-
cultural loan as defined by subsection (9)(a)(iii) is attributed
shall not be made pursuant to this section after —June—36—2198+
OCTOBER 1, 2002, and shall not be made with a term extendi ng
beyond —June—28—21992— JANUARY 1, 2007. THE TERMS OF THE QUALI -
FI ED AGRI CULTURAL LOAN AS DEFI NED BY SUBSECTION (9) (A) SHALL PRO
VI DE THAT ZERO- | NTEREST LOANS UNDER THI S SECTI ON BE FOR A TERM
NOT MORE THAN 5 YEARS AND THAT THE FI RST PAYMENT MADE BY THE
RECI PI ENT OCCUR NOT LATER THAN 25 MONTHS AFTER THE DATE OF THE

H00010' 01 (S-2)
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LOAN. An investnment to which a qualified agricultural |oan as
defined by subsection (9)(a)(i) is attributed shall not be nade
with a term extendi ng beyond —June—28—23988— OCTOBER 1, 2007.

(7) The conmm ssioner shall nonitor the conpliance of a
financial institution in which the state treasurer has nmade an
i nvestment pursuant to this section with the terns of the invest-
ment agreenent and this act. For each investnent, the comm s-
sioner shall certify the extent of conpliance with subsection
(1)(b) for the purpose of subsection (1)(d) and
subsection (9)(a)(ii) and (iii)) and shall periodically report
those and other findings to the state treasurer.

(8) Before COctober 1, —39874 2003, the state treasurer shal
prepare separate reports to the |egislature AND THE HOUSE AND
SENATE AGRI CULTURE APPROPRI ATI ONS SUBCOWMM TTEES regardi ng the
di sposition of noney invested for purposes of qualified agricul-
tural | oans as defined by subsection (9)(a)(i) and for qualified
agricultural |oans as defined by subsection (9)(a)(ii) and
(iii).  The reports for each type of loan shall include all of
the follow ng information:

(a) The total number of farmers and the total nunber of
agricul tural businesses who have received such a | oan.

(b) By county, the total nunber and anmounts of the | oans.

(c) The nanme of each financial institution participating in
the | oan program and the anmount invested in each financial insti-

tution for purposes of such | oan program
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(d) The information reported to the state treasurer by the
conmm ssi oner under subsection (7) AND THE ACTI ON UNDERTAKEN BY
THE STATE TREASURER UNDER SUBSECTI ON (15).
(9) As used in this section:
(a) "Qualified agricultural |oan" nmeans 1 or nore of the
foll ow ng types of |oans, as applicable:
(1) Until —Junre—36,—3988— OCTOBER 1, 2002, a loan to a natu-
ral or corporate person who is engaged as an owner-operator of a
farmin the production of agricultural goods as defined by sec-
tion 35(1)(h) of the single business tax act, —Aet—No—228—of—the
. , . . . I i
Corptted—taws— 1975 PA 228, MCL 208. 35, who is experiencing
financial stress and difficulty in nmeeting existing or projected
debt obligations owed to financial institutions DUE TO AN AGRI -
CULTURAL DI SASTER AS REQUESTED BY THE GOVERNOR at rates commensu-
rate with rates charged by financial institutions for |oans of
conparabl e type and terns at the tinme the loan is to be nade, and
who certifies to the financial institution that the
owner -operator will not have nore than —$166:6606-66— $150, 000. 00
i n outstandi ng | oans otherw se considered qualified agricultural
| oans under this subparagraph, including the |oan for which the
owner -operator is applying. |F CROP | NSURANCE WAS AVAI LABLE FOR
A PARTI CULAR CROP AND THE PRODUCER DI D NOT PURCHASE THE CROP
| NSURANCE FOR THAT CROP, THE AMOUNT OF THE LOAN SHALL BE REDUCED
BY 30% OR $50, 000. 00, WHICHEVER IS LESS. A qualified agricultural
| oan under this subparagraph may be made for —— El THER or —+ore

BOTH of the foll ow ng purposes:

H00010' 01 (S-2)
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1

2

3

4

5

6

7

8

9
10
11
12 (A) €6— Operating capital including, but not limted to,

13 capital necessary for the rental, LEASE, AND REPAI R of equi pnent
14 or machinery, CROP | NSURANCE PREM UMS, and the purchase of seed,
15 feed, livestock, breeding stock, fertilizer, fuel, and

16 chem cal s.

17 (B) B— Refinancing all or a portion of a | oan entered

18 into before —Juhy—316,—3985— OCTOBER 1, 2002 for a purpose identi-
19 fied in SUB- SUBPARAGRAPH (A). —to(E—ofthis—subparagraph—

20 (ii)) Aloan to an individual, sole proprietorship, partner-
21 ship, corporation, or other legal entity that is engaged and

22 intends to remain engaged as an owner-operator of a farmin the
23 production of agricultural goods as defined by section 35(1)(h)
24 of the single business tax act, —Aet—No—228—©of—thePubHcAets
25 of 1945 —beirng—seetion206835of theMechtgan—Conptted—taws— 1975
26 PA 228, MCL 208. 35, who has suffered a 25% or nore | oss in mjor

27 enterprises or a 50% or nore production loss in any 1 crop DUE TO
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AN AGRI CULTURAL DI SASTER on a farmlocated in this state, as
REQUESTED BY THE GOVERNOR AND AS certified by the —agrrettturat

it ; | ; . | | F
treastry— PRODUCER BY MEANS OF AN AFFI DAVI T DEMONSTRATI NG AN

ACCURATE AND VALI D PRODUCTI ON LOSS. —H—eligi-ble—for—a—grant

(iii) A loan to an individual, sole proprietorship, partner-
ship, corporation, or other legal entity that is engaged in an
agricul tural business of buying, exchanging, or selling farm
produce, or is engaged in the business of naking retail sales
directly to farners and has 75% or nore of its gross retail sales
vol ume exenpted from sal es tax under the M chigan agricultura
sal es tax exenption, as provided in section —4atf)— 4A(1)(E) of
the general sales tax act, —-Act—No—it67+ofthePubt+ec—-Acts—of
1933,—betng—sectton—205-54a—of—theMechtgan—Conpitted—taws— 1933
PA 167, MCL 205.54A. Businesses engaged in the buying, exchang-
ing, or selling of farm produce nmust have suffered a 50% or
greater loss in volune of 1 cormmobdity as conpared with the aver-
age vol une of that commobdity which the business handl ed over the
| ast 3 years to qualify for |oans under this subparagraph
Busi nesses engaged in making retail sales directly to farners
nmust have suffered a 50% or greater reduction in gross retai

sal es vol une subject to the Mchigan agricultural sales tax

H00010' 01 (S-2)
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exenption as conpared with that business's average retail sales
vol une subject to that exenption over the last 3 years to qualify
for | oans under this subparagraph. Al |osses clainmed by busi-
nesses attenpting to qualify for |oans under this subparagraph

must be directly attributable to a natural disaster occurring

af ter Juhy—1—1986—andbeforebecernber—31+—1986— JANUARY 1

2001, as —determnetd— REQUESTED by t he —departrent—of—treasury
GOVERNOR AND AS CERTI FI ED BY THE AGRI CULTURAL BUSI NESS BY MEANS

OF AN AFFI DAVI T DEMONSTRATI NG AN ACCURATE AND VALI D LOSS

(b) "Surplus funds" nmeans, at any given date, the excess of
cash and ot her recogni zed assets that are expected to be resol ved
into cash or its equivalent in the natural course of events and
Wi th a reasonable certainty, over the liabilities and necessary
reserves at the sanme date.

(c) "Financial institution” includes, but is not limted to,

et ’ Fation  ederal—t | bant

assoctat+on,— ENTI TIES OF THE FARM CREDI T SYSTEM or a —bank—for
coopetratives— STATE OR FEDERALLY CHARTERED SAVI NGS BANK. For

pur poses of this section, —aprogduetion—credirt—assoctation

ENTI TIES OF THE FARM CREDI T SYSTEM or a —bank—+for—cooperatives
STATE OR FEDERALLY CHARTERED SAVI NGS BANK may be qualified as a

financial institution eligible to receive an investnent under
this section notwithstanding that its principal office is not
| ocated in this state if the proceeds of the investnment will be
committed to qualified agricultural loans in this state.

(d) "Corporate person" or "corporation" neans, except in

relation to a qualified agricultural |oan under

H00010' 01 (S-2)
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subdi vi sion (A)(iii), a corporation in which a majority of the
corporate stock is owned by persons operating the farm applying
for a | oan.

(e) "Facility" nmeans a plant designed for receiving or stor-
ing farm produce or a retail sales establishnment of a business
engaged in making retail sales directly to farnmers, which estab-
lishment has 75% or nore of its gross retail sales volune
exenpted from sal es tax under the M chigan agricultural sales tax
exenption, as provided in —seeti+on4atfH)— 4A(1) (E) of the general
sal es tax act, —Act—No—it67+of thePublec-Aets—of—1933—betng

sect+on—265-—54a—-of theMechigan—Conptted—taws— 1933 PA 167,
MCL 205. 54A.

(10) A qualified agricultural |oan as defined by subsection
(9)(a) (i) shall be equal to NOT MORE THAN t he val ue of the crop
| oss as certified by the —agrtrettturat—stabtt+zatton—antd—econser—
vat+on——serviece—but— PRODUCER BY MEANS OF AN AFFI DAVI T DEMONSTRAT-
| NG AN ACCURATE AND VALI D PRODUCTI ON LOSS. THE QUALI FI ED ARRI -
CULTURAL LOAN shall not exceed the |esser of $200,000.00 or the
value of the crop loss mnus the anount of any grant under —the
federal—payrent—tn-—kind—asststance—+aw— FEDERAL DI SASTER
ASSI STANCE or insurance proceeds received by the owner-operator
as a result of the same crop loss. | F CROP | NSURANCE WAS AVAI L-
ABLE FOR A PARTI CULAR CROP AND THE PRODUCER DI D NOT PURCHASE THE
CROP | NSURANCE FOR THAT CROP, THE AMOUNT OF THE LOAN SHALL BE
REDUCED BY 30% OR $50, 000. 00, WHI CHEVER | S LESS.

H00010' 01 (S-2)
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1 (11) A qualified agricultural |oan as defined by

2 subsection 9(a)(iii) shall not exceed the | esser of the

3 follow ng:

4 (a) —$2606,666-06— $300, 000. 00 per facility.

5 (b) An ampunt —egtat—t6—66% NOT TO EXCEED THE VALUE of the
6 direct loss of the individual, sole proprietorship, partnership,
7 corporation, or other legal entity nmaking application for the

8 l|oan, as deternm ned by the departnent of treasury under subsec-

9 tion (9)(a)/(iii).

10 (c) %400, 000. 00 per individual, sole proprietorship, part-
11 nership, corporation, or other legal entity nmaking application

12 for the | oan.

13 (12) The financial institutions participating in the |oan

14 program pursuant to subsection (9{a)y{H—"FCiH—oer—i)— (9) (A

15 shall have the option of making state subsidized |oans to farmers
16 —before—Junre—36,—21988,— or to businesses described in

17 subsection (9)(a)(iii) before —Jure—36,—1987— DECEMBER 31, 2002,

18 wth terns approved by the state treasurer by using their exist-
19 ing deposits for the |oans and receiving fromthe state treasurer
20 an —afpunt—rmot—to—exceed—thet+esser—ofthe—fottowng— | NTEREST
21 RATE SUBSI DY OF 120% OF THE STATE'S EARNINGS ON I TS OMN

22 SHORT- TERM | NVESTMENTS. THE STATE' S REI MBURSEMENT TO FI NANCI AL
23 I NSTI TUTI ONS PARTI Cl PATI NG | N THE LOAN PROGRAM PURSUANT TO

24 SUBSECTION (9)(A) SHALL NOT BE MADE BEFORE OCTOBER 1, 2002.

25 i
26
27
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I r i dedt " I . .
apptoprtated—

(13) There is hereby appropriated an amount sufficient to
make the distributions required under —stbseetion
SUBSECTI ONS (4) AND (12) in the —*986-87+ 2001-02 fiscal year for
not to exceed $210, 000, 000.00 in qualified agricultural |oans.
For each qualified agricultural |oan for which a distribution is
made pursuant to subsection (12), the maxi num anount of invest-
ments aut hori zed by subsection (4) shall be reduced by an anount
equal to 100% or nore of the qualified agricultural |oan, as
determ ned by the departnent of treasury, for which a distribu-
tion is made pursuant to subsection (12).

(14) Any noney for purposes of qualified agricultural |oans
as defined by subsection (9)(a)(ii) that has not been invested by
the state treasurer by —Jure—36—31987— OCTOBER 1, 2002, shal
i ncrease the maxi mum anount avail abl e under this section for
qualified agricultural |oans as defined by subsection (9)(a)(i).

(15) The state treasurer may take any necessary action to
ensure the successful operation of this section, including making

i nvestnments with financial institutions to cover the
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adm nistrative and risk-related costs associated with a qualified

agricul tural |oan.

(16) UPON REQUEST BY THE DEPARTMENT OF TREASURY, A FI NANCI AL
I NSTI TUTI ON SHALL FORWARD A COPY OF ANY AFFI DAVI TS EXECUTED AND
FI LED UNDER THI S SECTI ON TO THE DEPARTMENT OF TREASURY. THE
FI NANCI AL | NSTI TUTI ON AND THE DEPARTMENT OF TREASURY SHALL
DESTROY THE AFFIDAVIT OR I TS COPY AFTER THE QUALI FI ED AGRI CUL-
TURAL LOAN | S PAI D OFF.

(17) IF THE RECI PI ENT OF A QUALI FI ED AGRI CULTURAL LOAN AS
DEFI NED BY SUBSECTI ON (9) (A) RECElI VES A FEDERAL GRANT AFTER THE
RECEI PT OF A QUALI FI ED AGRI CULTURAL LOAN UNDER THI S SECTI ON, THEN
ANY FEDERAL GRANT MONEY REMAI NI NG AFTER ALL FEDERAL OBLI GATI ONS
ARE MET SHALL BE ALLCCATED BY THE RECI PI ENT TO PAYMENT OF THE
BALANCE OF ANY OUTSTANDI NG LOAN MADE UNDER THI S SECTI ON.
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