HOUSE BILL No. 6523

HB6523, As Passed House, December 4, 2002

HOUSE BILL No. 6523

November 13, 2002, Introduced by Rep. Shackleton and referred to the Committee on
Transportation.

A bill to anend 1951 PA 51, entitled

"An act to provide for the classification of all public roads,
streets, and highways in this state, and for the revision of that
classification and for additions to and deletions from each cl as-
sification; to set up and establish the M chigan transportation
fund; to provide for the deposits in the Mchigan transportation
fund of specific taxes on notor vehicles and notor vehicle fuels;
to provide for the allocation of funds fromthe M chigan trans-
portation fund and the use and admi nistration of the fund for
transportati on purposes; to set up and establish the truck safety
fund; to provide for the allocation of funds fromthe truck
safety fund and adm nistration of the fund for truck safety pur-
poses; to set up and establish the Mchigan truck safety comm s-
sion; to establish certain standards for road contracts for cer-
tai n businesses; to provide for the continuing review of trans-
portation needs within the state; to authorize the state trans-
portation comm ssion, counties, cities, and villages to borrow
noney, issue bonds, and make pl edges of funds for transportation
pur poses; to authorize counties to advance funds for the paynent
of deficiencies necessary for the paynent of bonds issued under
this act; to provide for the limtations, paynent, retirenent,
and security of the bonds and pl edges; to provide for appropria-
tions and tax |levies by counties and townships for county roads;
to authorize contributions by townships for county roads; to pro-
vide for the establishnment and adm ni stration of the state trunk
line fund, critical bridge fund, conprehensive transportation

fund, and certain other funds; to provide for the deposits in the

state trunk line fund, critical bridge fund, conprehensive
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transportation fund, and certain other funds of noney raised by
specific taxes and fees; to provide for definitions of public
transportation functions and criteria; to define the purposes for
whi ch M chigan transportation funds nmay be all ocated; to provide
for Mchigan transportation fund grants; to provide for review
and approval of transportation prograns; to provide for subm s-
sion of annual |egislative requests and reports; to provide for
the establishnent and functions of certain advisory entities; to
provide for conditions for grants; to provide for the issuance of
bonds and notes for transportation purposes; to provide for the
powers and duties of certain state and | ocal agencies and offi-
cials; to provide for the making of |loans for transportation pur-
poses by the state transportation departnent and for the receipt
and repaynent by local units and agencies of those | oans from
certain specified sources; and to repeal acts and parts of acts,"”
by amendi ng section 11 (MCL 247.661), as anended by 2002 PA 498.

THE PEOPLE OF THE STATE OF M CH GAN ENACT:

Sec. 11. (1) A fund to be known as the state trunk |ine
fund is established and shall be set up and maintained in the
state treasury as a separate fund. The npney deposited in the
state trunk line fund is appropriated to the state transportation
departnment for the follow ng purposes in the follow ng order of
priority:

(a) For the paynment, but only fromnoney restricted as to
use by section 9 of article I X of the state constitution of 1963,
of bonds, notes, or other obligations in the follow ng order of
priority:

(7)) For the paynment of contributions required to be nade by
the state hi ghway comm ssion or the state transportation comm s-
sion under contracts entered into before July 18, 1979, under
1941 PA 205, MCL 252.51 to 252.64, which contributions have been
pl edged before July 18, 1979, for the payment of the principal

and i nterest on bonds i ssued under 1941 PA 205, MCL 252.51 to
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252. 64, for the paynent of which a sufficient sumis irrevocably
appropri at ed.

(i7) For the paynment of the principal and interest upon
bonds designated "State of M chigan, State H ghway Conm ssi oner,
Hi ghway Construction Bonds, Series |", dated Septenmber 1, 1956,
in the aggregate principal anmount of $25, 000, 000.00, issued pur-
suant to former 1955 PA 87 and the resolution of the state adm n-
istrative board adopted August 6, 1956, for the paynment of which
a sufficient sumis irrevocably appropriated.

(#i)) For the paynment of the principal and interest on bonds
i ssued under section 18b for transportati on purposes other than
conprehensi ve transportation purposes as defined by | aw and the
payment of contributions of the state highway conmm ssion or state
transportati on comm ssion to be made pursuant to contracts
entered into under section 18d, which contributions are pl edged
to the paynent of principal and interest on bonds issued under
the aut horization of section 18d and contracts executed pursuant
to that section. A sufficient portion of the fund is irrevocably
appropriated to pay, when due, the principal and interest on
bonds or notes issued under section 18b for purposes other than
conpr ehensi ve transportation purposes as defined by law, and to
pay the annual contributions of the state highway comm ssion and
the state transportation conm ssion as are pledged for the pay-
ment of bonds issued pursuant to contracts authorized by section
18d.

(b) For the transfer of funds appropriated pursuant to

section 10(1)(g) to the transportation econom c devel oprment fund,
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but the transfer shall be reduced each fiscal year by the anount
of debt service to be paid in that year fromthe state trunk line
fund for bonds, notes, or other obligations issued to fund
projects of the transportati on econom c devel opnent fund, which
amount shall be certified by the departnent.

(c) For the transfer of funds appropriated pursuant to sec-
tion 10(1)(a) to the railroad grade crossing account in the state

trunk line fund for expenditure —to+feet—the—cost—t+r—whote—-or—n

afng—viHages— FOR RAI L GRADE CROSSI NG | MPROVEMENT PURPOSES AT

RAI L GRADE CROSSI NGS ON PUBLI C ROADS AND STREETS UNDER THE JURI S-
DI CTI ON OF THE STATE, COUNTIES, CITIES, OR VILLAGES. Projects
shall be selected for funding in accordance with the foll ow ng:
(7) Not nore than 50% or |ess than 30% of these funds and
mat ched federal funds shall be expended for state trunk |ine
proj ect s.
(7)) In prioritizing projects for these funds, in whole or
in part, the departnent shall consider train and vehicular traf-
fic volunmes, accident history, traffic control device inprovenent
needs, and the availability of funding.
(i#ii)) Consistent with the other requirenents for these
funds, the first priority for funds deposited pursuant to this
subdi vision for rail grade crossing inprovenents and retirenent

shall be to match federal funds fromthe railroad-hi ghway grade
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crossing i nprovenment program or other conparable federal

|F A MATCH | S REQUI RED UNDER FEDERAL LAW
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(iv) ©6— If the departnent and the road authority with
jurisdiction over —a—ptubHe—roatd—or—street— THE crossing formally

agree that the grade crossing should be elimnated by permanent

closing of the public road or street, the —+oatd—authortty—reaking

Fhe— physical renoval of the crossing, roadway within railroad

rights of way and street termnation treatnent will be negoti ated
between the road authority and railroad conpany. The funds pro-
vided to the road authority as a result of the crossing closure
will be credited to its account representing the sane road or
street systemon which the crossing is |ocated AND SHALL BE USED
FOR ANY TRANSPORTATI ON PURPOSE W THI N THAT ROAD AUTHORI TY' S
JURI SDI CTI ON

(d) For the total operating expenses of the state trunk |ine

fund for each fiscal year as appropriated by the |egislature.
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(e) For the preservation of state trunk |line highways and
bri dges.

(f) For the opening, w dening, inproving, construction, and
reconstruction of state trunk |ine highways and bridges, includ-
ing the acquisition of necessary rights of way and the work inci-
dental to that opening, w dening, inproving, construction, or
reconstruction. Those sunms in the state trunk |ine fund not oth-
erw se appropriated, distributed, determ ned, or set aside by |aw
shall be used for the construction or reconstruction of the
national systemof interstate and defense highways, referred to
in this act as "the interstate highway systenf to the extent nec-
essary to match federal aid funds as the federal aid funds becone
avail abl e for that purpose; and, for the construction and recon-
struction of the state trunk |ine system

(g) The state transportation departnent may enter into
agreements with county road comm ssions and with cities and vil -
| ages to performwork on a highway, road, or street. The agree-
ments may provide for the performance by any of the contracting
parties of any of the work contenplated by the contract including
engi neering services and the acquisition of rights of way in con-
nection with the work, by purchase or condemation by any of the
contracting parties in its own nane, and for joint participation
in the costs, but only to the extent that the contracting parties
are otherw se authorized by |aw to expend noney on the highways,
roads, or streets. The state transportation departnent also may
contract with a county road comm ssion, city, and village to

advance noney to a county road conm ssion, city, and village to
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pay their costs of inproving railroad grade crossings on the
terns and conditions agreed to in the contract. A contract may
be executed before or after the state transportati on conmm ssion
borrows noney for the purpose of advancing noney to a county road
comm ssion, city, or village, but the contract shall be executed
before the advancenent of any nobney to a county road conm ssion,
city, or village by the state transportati on conm ssion, and
shall provide for the full reinbursenent of any advancenent by a
county road commi ssion, city, or village to the state transporta-
tion department, with interest, within 15 years after advance-
ment, from any avail abl e revenue sources of the county road com
m ssion, city, or village or, if provided in the contract, by
deduction fromthe periodic disbursements of any noney returned
by the state to the county road conm ssion, city, or village.

(h) For providing inventories of supplies and materials
required for the activities of the state transportation
departnent. The state transportation departnment nmay purchase
supplies and materials for these purposes, with paynment to be
made out of the state trunk |line fund to be charged on the basis
of issues frominventory in accordance with the accounting and
purchasing laws of this state.

(2) Notwi thstandi ng any other provision of this act, at
| east 90% of state revenue appropriated annually to the state
trunk line fund | ess the amobunts described in subdivisions (a) to
(i) shall be expended annually by the state transportation
departnent for the preservation of highways, roads, streets, and

bridges and for the paynment of debt service on bonds, notes, or
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ot her obligations described in subsection (1)(a) issued after
July 1, 1983, for the purpose of providing funds for the preser-
vation of hi ghways, roads, streets, and bridges. O the anmounts
appropriated for state trunk line projects, the departnent shall,
where possible, secure warranties of not |ess than 5-year ful
repl acenent guarantee for contracted construction work. [|f an
appropriate certificate is filed under section 18e but only to
the extent necessary, this subsection shall not prohibit the use
of any anount of noney restricted as to use by section 9 of arti-
cle I X of the state constitution of 1963 and deposited in the
state trunk line fund for the paynent of debt service on bonds,
notes, or other obligations pledging for the paynent thereof
noney restricted as to use by section 9 of article I X of the
state constitution of 1963 and deposited in the state trunk |ine
fund, whenever issued, as specified under subsection (1)(a). The
amounts which are deducted fromthe state trunk line fund for the
pur pose of the calculation required by this subsection are as
fol | ows:

(a) Anpbunts expended for the purposes described in subsec-
tion (1)(a) for the paynent of debt service on bonds, notes, or
ot her obligations issued before July 2, 1983.

(b) Anpunts expended to provide the state matching require-
ment for projects on the national highway system and for the pay-
ment of debt service on bonds, notes, or other obligations issued
after July 1, 1983, for the purpose of providing funds for the
state matching requirenents for projects on the national highway

syst em
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(c) Ampounts expended for the construction of a highway,
street, road, or bridge to 1 or nore of the following or for the
paynment of debt service on bonds, notes, or other obligations
i ssued after July 1, 1983, for the purpose of providing funds for
t he construction of a highway, street, road, or bridge to 1 or
nore of the follow ng

(i) Alocation for which a building permit has been obtai ned
for the construction of a manufacturing or industrial facility.

(ii)) A location for which a building permt has been
obtained for the renovation of, or addition to, a manufacturing
or industrial facility.

(d) Anpbunts expended for capital outlay other than for high-
ways, roads, streets, and bridges or to pay debt service on
bonds, notes, or other obligations issued after July 1, 1983, for
t he purpose of providing funds for capital outlay other than for
hi ghways, roads, streets, and bridges.

(e) Anpbunts expended for the operating expenses of the state
transportati on departnent other than the units of the departnent
perform ng the functions assigned on January 1, 1983 to the
bureau of hi ghways.

(f) Anpbunts expended pursuant to contracts entered into
before January 1, 1983.

(g) Amounts expended for the purposes described in subsec-
tion (5).

(h) Anounts appropriated for deposit in the transportation
economn ¢ devel opnent fund and the rail grade crossing account

pursuant to section 10(1)(g) and 10(1)(a).
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(i) Upon the affirmative recommendati on of the director of
the state transportati on departnment and the approval by resol u-
tion of the state transportation conm ssion, those anounts
expended for projects vital to the econony of this state, a
region, or local area or the safety of the public. The resol u-
tion shall state the cost of the project exenpted fromthis
subsecti on.

(3) Notwi thstandi ng any other provision of this act, the
state transportation department shall expend annually at | east
90% of the federal revenue distributed to the credit of the state
trunk line fund in that year, except for federal revenue expended
for the purposes described in subsection (2)(b), (c), (f), and
(i) and for the paynment of notes issued under section 18b(9) on
t he preservation of highways, roads, streets, and bridges. The
requi rement of this subsection shall be waived if conpliance
woul d cause this state to be ineligible according to federal |aw
for federal revenue, but only to the extent necessary to nake
this state eligible according to federal |aw for that revenue.

(4) Notwi thstandi ng any other provision of this section, the
state transportation departnent may | oan noney to county road
comm ssions, cities, and villages for paying capital costs of
transportati on purposes described in the second paragraph of sec-
tion 9 of article I X of the state constitution of 1963 fromthe
proceeds of bonds or notes issued pursuant to section 18b or from
the state trunk line fund. Loans nmade directly fromthe state
trunk I'ine fund shall be made only after provision of funds for

t he purposes specified in subsection (1)(a) to (f). Loans
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described in this subsection are not subject to the revised
muni ci pal finance act, 2001 PA 34, MCL 141.2101 to 141.2821

(5) County road conmm ssions, cities, and villages may borrow
noney fromthe proceeds of bonds or notes issued under section
18b or the state trunk Iine fund for the purposes set forth in
subsection (4) that shall be repayable, with interest, from1l or
nore of the foll ow ng

(a) The noney to be received by the county road conmi ssion,
city, or village fromthe M chigan transportation fund, except to
the extent the noney has been or may in the future be pl edged by
contract in accordance with 1941 PA 205, MCL 252.51 to 252.64, or
has been or may in the future be pledged for the paynent of the
principal and interest upon notes issued pursuant to 1943 PA 143,
MCL 141. 251 to 141. 254, or has been or nmay in the future be
pl edged for the paynment of principal and interest upon bonds
i ssued under section 18c or 18d, or has been or may in the future
be pl edged for the paynent of the principal and interest upon
bonds issued pursuant to 1952 PA 175, MCL 247.701 to 247.707.

(b) Any other legally available funds of the city, village,
or county road conm ssion, other than the general funds of the
county.

(6) Loans made pursuant to subsection (4) if required by the
state transportation departnent may be payabl e by deduction by
the state treasurer, upon direction of the state transportation
departnent, fromthe periodic disbursenents of any noney returned
by the state under this act to the county road conmm ssion, city,

or village, but only after sufficient noney has been returned to
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the county road comm ssion, city, or village to provide for the
payment of contractual obligations incurred or to be incurred and
princi pal and interest on notes and bonds issued or to be issued
under 1941 PA 205, MCL 252.51 to 252.64, 1943 PA 143, MCL 141. 251
to 141. 254, 1952 PA 175, MCL 247.701 to 247.707, or section 18c
or 18d. The interest rates and paynent schedul es of any | oans
made fromthe proceeds of bonds or notes issued pursuant to sec-
tion 18b shall be established by the state transportation depart-
ment to conformas closely as practicable to the interest rate
and repaynment schedul es on the bonds or notes issued to make the
| oans. However, the state transportation departnment may all ow
for the deferral of the first paynment of interest or principal on
the loans for a period of not to exceed 1 year after the respec-
tive first paynent of interest or principal on the bonds or notes
i ssued to nake the | oans.

(7) The amount borrowed by a county road conmmi ssion, city,
or village pursuant to subsection (5) shall not be included in,
or charged agai nst, any constitutional, statutory, or charter
debt Iimtation of the county, city, or village and shall not be
included in the determ nation of the maxi nrum annual principal and
interest requirements of, or the limtations upon, the maxi nmum
annual principal and interest incurred under 1941 PA 205,
MCL 252.51 to 252.64, 1943 PA 143, MCL 141.251 to 141. 254, 1952
PA 175, MCL 247.701 to 247.707, or section 18c or 18d.

(8) The county road comm ssion, city, or village is not
required to seek or obtain the approval of the electors, the

muni ci pal finance conm ssion or its successor agency, or, except
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as provided in this subsection, the departnent of treasury to
borrow noney pursuant to subsection (5). The borrowi ng is not
subject to the revised mnunicipal finance act, 2001 PA 34,
MCL 141.2101 to 141.2821, or to section 5(g) of the hone rule
city act, 1909 PA 279, MCL 117.5. The state transportation
departnent shall give at |least 10 days' notice to the state trea-
surer of its intention to make a | oan under subsection (4). |If
the state treasurer gives notice to the director of the state
transportation departnent within 10 days of receiving the notice
fromthe state transportati on departnent, that, based upon the
then existing financial or credit situation of the county road
conm ssion, city, or village, it would not be in the best inter-
ests of the state to make a | oan under subsection (4) to the
county road comm ssion, city, or village, the | oan shall not be
made unl ess the state treasurer, after a hearing, if requested by
the affected county road conm ssion, city, or village, subse-
gquently gives notice to the director of the state transportation
departnent that the |oan may be made on the conditions that the
state treasurer specifies.

(9) The state transportation comm ssion may borrow noney and
i ssue bonds and notes under, and pursuant to the requirenents of,
section 18b to nake loans to county road comr ssions, cities, and
villages for the purposes described in the second paragraph of
section 9 of article I X of the state constitution of 1963, as
provided in subsection (4). A single issue of bonds or notes may
be issued for the purposes specified in subsection (4) and for

t he other purposes specified in section 18b. The house and
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senate transportati on appropriations subconmttees shall be
notified by the departnent if there are extras and overruns suf-
ficient to require approval of either the state adm nistrative
board or the comm ssion, or both, on any contract between the
departnent and a | ocal road agency or a private business.

(10) The director of the state transportati on department,
after consultation with representatives of the interests of
county road comm ssions, cities, and villages, shall establish,
by intergovernnmental comunication, procedures for the inplenen-
tation and admi nistration of the | oan program established under
subsections (4) to (9).

(11) Not nmore than 10% per year of all of the funds received
by and returned to the state transportati on department from any
source for the purposes of this section may be expended for
adm ni strative expenses. The departnent shall be subject to
section 14(5) if nore than 10% per year is expended for adm nis-
trative expenses. As used in this subsection, "adm nistrative
expenses" neans those expenses that are not assigned including,
but not limted to, specific road construction or preservation
projects and are often referred to as general or supportive
services. Adm nistrative expenses shall not include net equip-
ment expense, net capital outlay, debt service principal and
interest, and paynents to other state or |ocal offices which are
assigned, but not limted to, specific road construction projects

or preservation activities.
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(12) Any performance audits of the department shall be
conduct ed according to governnment auditing standards issued by
the United States general accounting office.

(13) Contracts entered into to advance noney to a county
road comm ssion, city, or village under subsection (1)(g) are not
subject to the revised nunicipal finance act, 2001 PA 34,

MCL 141.2101 to 141.2821

(14) AS USED IN THI' S SECTI ON, "RAIL GRADE CROSSI NG | MPROVE-
MENT PURPOSES' MEANS 1 OR MORE OF THE FOLLOW NG

(A) THE | NSTALLATI ON AND MODERNI ZATI ON OF ACTI VE AND PASSI VE
WARNI NG DEVI CES AT RAI LROAD GRADE CROSSI NGS.

(B) THE | NSTALLATI ON OR | MPROVEMENT OF GRADE CROSSI NG
SURFACES.

(C MODI FI CATI ON, RELOCATI ON, OR MODERNI ZATI ON OF RAI LROAD
GRADE CROSSI NG ACTI VE AND PASSI VE WARNI NG DEVI CES NECESSI TATED BY
ROADWAY | MPROVEMENT PRQJECTS

(D) TEST | NSTALLATI ONS OF | NNOVATI VE WARNI NG DEVI CES OR
OTHER | NNOVATI VE APPLI CATI ONS.

(E) CONSTRUCTI ON OF NEW GRADE SEPARATI ONS.

(F) A CASH | NCENTI VE PAYMENT MADE PURSUANT TO SUBSECTI ON
(1) (O (iv) FOR ANY PUBLI C ROAD OR STREET CROSSI NG, | N AN AMOUNT
NO GREATER THAN THE COST OF | NSTALLI NG FLASHI NG LI GHT SI GNALS AND
HALF ROADWAY GATES AT THE CROSSI NG

(G ANY OTHER WORK THAT WOULD BE ELI G BLE FOR FUNDI NG UNDER
THE FEDERAL RAI LROAD- H GHWAY CGRADE CROSSI NG | MPROVEMENT PROGRAM
OR OTHER COMPARABLE PROGRAMS.
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