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SB881, As Passed House, March 13, 2002

HOUSE SUBSTI TUTE FOR
SENATE BI LL NO. 881

A bill to create the M chigan broadband devel opnent authori -
ty; to create funds and accounts; to authorize the issuing of
bonds and notes; to prescribe the powers and duties of the
authority; and to provide incentives for the devel opnent of
br oadband servi ces.

THE PEOPLE OF THE STATE OF M CHI GAN ENACT:

Sec. 1. This act shall be known and may be cited as the
"M chi gan broadband devel opnment authority act".

Sec. 2. The legislature finds that certain areas of this
state are not being adequately served with broadband services and
that, for the benefit of the people of this state and the
i nprovenent of their health, welfare, and |living conditions, the
i nprovenent of the econom c¢ and educational welfare of this
state, and the inprovenent of its public safety and security, it

is essential that broadband infrastructure be expanded to provide
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Senate Bill No. 881 2
br oadband services throughout this state and that the private
sector should be encouraged to invest in the depl oynent of broad-
band services and networks and that financing by this authority
wi || encourage broadband investnent. This act shall provide a
nmet hod to assure that econom c, technol ogical, and | ogistical
i nt egrat ed broadband services are provided throughout this state
on a nondi scrimnatory basis. The provision of affordable broad-
band services and networks will assure the |long-term growth of
and the enhancenent and delivery of services by the educational,
nmedi cal , commercial, and governnmental entities within this state,
including, but not limted to, nunicipalities and counties,
public safety facilities, judicial and crimnal facilities, tele-
medi cal facilities, schools, colleges, universities, hospitals,
libraries, community centers, businesses, nonprofit organiza-
tions, and residential properties. To increase the speed and
availability at which affordabl e broadband servi ces becone avail -
able in this state, it is declared to be a valid public purpose
to assist in the financing and refinancing of the private and
public sectors' devel opnent of a statew de broadband
infrastructure. It is further declared to be a valid public pur-
pose for the authority created under this act to issue bonds and
notes to provide for financing or refinancing to broadband devel -
opers and broadband operators, to nmake | oans and provi de joint
venture and partnership arrangenents subject to section 7(2) and
(3) to broadband devel opers and broadband operators, to enter
into contracts for the | ease or managenent of all or portions of

t he broadband infrastructure, and to enter into joint venture and
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partnership arrangenents and partnerships with persons that wll
acquire, construct, develop, create, maintain, ow, and operate
all or portions of the broadband infrastructure. The |egislature
finds that the authority created and powers conferred by this act
constitute a necessary program and serve a necessary public
pur pose.

Sec. 3. As used in this act:

(a) "Authority" means the M chigan broadband devel opnent
authority created under section 4.

(b) "Board" neans the board of directors of the authority.

(c) "Capital reserve fund requirenent” neans the fund anount
requi rement that may be established in the resolution authorizing
notes or bonds for which a capital reserve fund has been estab-

i shed under section 8. The required amobunt shall not exceed the
maxi mum anmount of principal and interest maturing and becom ng
due in a succeedi ng cal endar year on the notes or bonds secured
in whole or in part by the fund.

(d) "Broadband devel oper” neans a person selected by the
authority to acquire, construct, develop, and create any part of
t he broadband infrastructure.

(e) "Broadband infrastructure" neans all facilities, hard-
ware, and software and other intellectual property necessary to
provi de broadband services in this state, including, but not
l[imted to, voice, video, and data.

(f) "Broadband operator” means a person selected by the

authority to operate any part of the broadband infrastructure.
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(g) "Broadband services" means those services, including,
but not limted to, voice, video, and data, that provide capacity
for transm ssion in excess of 200 kilobits per second in at |east
1 direction regardl ess of the technol ogy or nedi umused, includ-
ing, but not limted to, wireless, copper wire, fiber optic
cable, or coaxial cable. |If voice transm ssion capacity is
offered in conjunction with other services utilizing transm ssion
in excess of 200 kilobits per second, the voice transm ssion
capacity may be less than 200 kil obits per second.

(h) "Devel opment costs" neans the costs associated with the
broadband infrastructure that have been approved by the authority
and include, but are not limted to, all of the follow ng:

(7)) The costs for the planning, acquiring, |easing, con-
structing, maintaining, and operating of the broadband
i nfrastructure.

(i7) Payments for options to purchase, deposits on contracts
of purchase, and paynents for the purchases of properties for the
br oadband i nfrastructure.

(#i) Financing, refinancing, acquisition, denolition, con-
struction, rehabilitation, and site devel opnent of new and exi st -
i ng buil di ngs.

(iv) Carrying charges during construction.

(v) Purchases of hardware, software, facilities, or other
expenses related to the broadband infrastructure.

(vi) Legal, organizational, and marketing expenses, project
manager and clerical staff salaries, office rent, and other

i nci dental expenses.
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(vii) Paynment of fees for prelimnary feasibility studies
and advances for planning, engineering, and architectural work.

(viii) Any other costs and expenses necessary for the acqui-
sition, construction, maintenance, and operation of all or por-
tions of the broadband infrastructure.

(i) "Person" neans an individual, corporation, limted or
general partnership, joint venture, or limted liability
conpany. [Except to the extent that state authorities, police,
fire, and other public safety organizations, judicial entities,
nmedi cal entities, schools, colleges, universities, hospitals, and
libraries may constitute state entities, person does not include
this state.

Sec. 4. (1) The M chigan broadband devel opnent authority is
created as a public body corporate and politic within the depart-
ment of treasury.

(2) The authority may do all of the foll ow ng:

(a) Assist through financing and refinancing the expansion
of broadband infrastructure services to residential, comrercial,
public, and nonprofit customers in this state.

(b) Authorize the issuance of bonds and notes to finance or
refinance the private and public sectors' devel opnent of the
br oadband i nfrastructure.

(c) Authorize the making of |oans and joint venture and
partnership arrangenents subject to section 7(2) and (3) to
br oadband devel opers and broadband operators.

(d) Authorize the inposition and collection of rents,

charges, and fees for the services furnished by the broadband
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infrastructure in conjunction with financing entered into by the
aut hority.

(e) Enter into joint venture and partnership arrangenents
and partnershi ps subject to section 7(2) and (3) to acquire, con-
struct, maintain, and operate the broadband infrastructure.

(f) Assist broadband devel opers and operators with all other
matters necessary for the acquisition, construction, maintenance,
and operation of the broadband infrastructure.

(g) Continuously evaluate all types of technologies in order
to encourage the w dest deploynent of broadband services and
broadband infrastructure in this state.

(h) Make broadband services to schools and libraries a pri-
ority under authority financing prograns.

(i) Insure that the financing and refinancing of the devel-
opnent of broadband services under this act includes provisions
that small businesses and that each region of this state have an
equal opportunity to receive financing and refinancing.

Sec. 5. The authority shall exercise its duties indepen-
dently of the state treasurer. The budgeting, procurenent, and
related adm ni strative functions of the authority shall be per-
formed under the direction and supervision of the state
treasurer.

Sec. 6. (1) The authority shall exercise its duties through
its board of directors.

(2) The board shall be made up of the foll ow ng nenbers:

(a) The president and CEO of the M chigan econom c

devel opnent cor poration.
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(b) The state treasurer
(c) The executive director of the M chigan state housing
devel opnment authority.
(d) Eight nenbers with knowl edge, skill, or experience in
t he academ c, business, technology, or financial fields appointed
by the governor with the advice and consent of the senate. Not
nore than 2 of the 8 appointed nenbers shall be, during their
termon the board, enployees of this state. The 2 nenbers of the
board who are enpl oyees of the state under this subdivision shal
not hold any other positions with the state during their term on
the board. Six of the 8 appointed nenbers shall serve for fixed
terms. Not nore than 3 of the 6 appointed nenbers serving for
fixed ternms shall be nmenbers of the sane political party. O the
6 fixed-termnenbers first appointed, 2 shall be appointed for a
termthat expires Decenber 31, 2003, 2 shall be appointed for a
termthat expires Decenber 31, 2004, and 2 shall be appointed for
a termthat expires Decenber 31, 2005. Upon conpletion of each
fixed term a nenber shall be appointed for a termof 4 years.
The 2 appoi nted nenbers serving without a fixed termshall serve
at the pleasure of the governor. The 8 appointed nenbers shal
serve until a successor is appointed. A vacancy in a fixed-term
menbership shall be filled for the balance of the unexpired term
in the same manner as the original appointnent. [As used in this
subdi vi si on, “nmenbers of the sane political party” includes a person who,
in the determ nation of the governor, is currently a nenber of the sane
political party and a person who was a nmenber of the same political party
at any time within the inmedi ately preceding 2 years, as attested by the
person to be appointed.]
(3) Each menber of the board serving under subsection

(2)(a), (b), and (c) may appoint a representative to serve in his

or her absence.
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(4) Except for the board president, who shall serve as the
board's chief executive officer pursuant to subsection (5), and
vi ce president, nenbers of the board shall serve w thout conpen-
sation but may receive reasonabl e rei mbursenent for necessary
travel and expenses incurred in the discharge of their duties.
The board shall establish reasonabl e conpensation for the board
presi dent and vice president.

(5) The governor shall designate 1 nenber of the board to
serve as its chairperson who shall serve at the pleasure of the
governor. O the 2 board nenbers serving without a fixed term at
the pl easure of the governor, the governor shall designate 1
menber to serve as the board's president and chief executive
of ficer and the other nmenber to serve as its vice president.

(6) Amjority of the serving nenbers of the board shal
constitute a quorum of the board for the transaction of
busi ness. Actions of the board shall be approved by a majority
vote of the nenbers present at a nmeeting. The business of the
board shall be conducted in conpliance with the open neetings
act, 1976 PA 267, MCL 15.261 to 15.275.

(7) Arecord or portion of a record, material, information,
or other data received, prepared, used, or retained by the
authority in connection with an application to or project rel ated
to the broadband infrastructure assisted by the authority that
relates to trade secrets, commercial, financial, or proprietary
information submtted by the applicant, and which is requested in
witing by the applicant and acknow edged in witing by the

presi dent of the authority to be confidential, is not subject to
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the freedom of information act, 1976 PA 442, MCL 15.231 to
15.246. As used in this subsection, "trade secrets, comercial,
financial, or proprietary information" neans information that has
not been publicly dissem nated or that is unavailable from ot her
sources, the release of which mght cause the applicant signifi-
cant conpetitive harm

(8) The authority may enploy or contract for |egal, finan-
cial, and technical experts, and officers, agents, and enpl oyees,
permanent and tenporary, as the authority requires, and shal
determne their qualifications, duties, and conpensation. The
board may del egate to 1 or nore agents or enpl oyees those powers
or duties with any limtations that the board considers proper.

(9) The nenbers of the board and officers and enpl oyees of
the authority are subject to 1968 PA 317, MCL 15.321 to 15. 330,
or 1968 PA 318, MCL 15.301 to 15. 310.

(10) A menber of the board or officer, enployee, or agent of
the authority shall discharge the duties of his or her position
in a nonpartisan manner, with good faith, and with that degree of
diligence, care, and skill that an ordinarily prudent person
woul d exercise under simlar circunstances in a |ike position.

I n di scharging the duties of his or her position, a nenber of the
board or an officer, enployee, or agent of the authority, when
acting in good faith, may rely upon the opinion of counsel for
the authority, upon the report of an independent appraiser

sel ected with reasonable care by the board, or upon financi al
statenments of the authority represented to the nenber of the

board or officer, enployee, or agent of the authority to be
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correct by the president or the officer of the authority having
charge of its books or account, or stated in a witten report by
a certified public accountant or firmof certified public accoun-
tants to fairly reflect the financial condition of the

aut hority.

Sec. 7. (1) The powers of the authority shall include al
t hose necessary to carry out and effectuate the purposes of this
act, including, but not limted to, all of the follow ng:

(a) To borrow noney and i ssue bonds and notes to fund opera-
tions of the authority, to finance or refinance part or all of
t he devel opnent costs of the broadband infrastructure, to refi-
nance exi sting debt for technology that constitutes a part of or
is related to the broadband infrastructure, and to secure bonds
and notes by nortgage, assignnent, or pledge of any of its reve-
nues and assets.

(b) To invest any noney of the authority at the authority's
di scretion, in any obligations determ ned proper by the authori-
ty, and name and use depositories for its noney.

(c) To enter into joint venture and partnership arrangenments
subj ect to subsections (2) and (3) with persons that wll
acquire, construct, develop, mmintain, and operate all or por-
tions of the broadband infrastructure.

(d) To be designated the state program nmanager for federal
t el econmuni cati ons assistance, to represent this state in negoti -
ations with the federal governnment regarding tel ecommunications

assi stance, and to receive and distribute federal funding,
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i ncluding |oans, grants, and other forns of funding and
assi stance on this state's behal f.

(e) To receive and distribute state or | ocal funding includ-
ing grants, |oans, general appropriations, or an appropriation
made for the purposes under subsection (4).

(f) To make loans and to enter into any joint venture and
partnership arrangenents subject to subsections (2) and (3) with
br oadband devel opers and broadband operators that will acquire,
construct, maintain, and operate all or portions of the broadband
i nfrastructure.

(g) To provide operating assistance to nmake broadband serv-
ices nore affordabl e to broadband devel opers, broadband opera-
tors, and broadband custoners, in conjunction wth broadband
infrastructure financed by the authority.

(h) To inpose and collect charges, fees, or rentals for the
services furnished by those portions of the broadband infrastruc-
ture financed by the authority under this act.

(i) To set construction, operation, and financing standards
for the broadband infrastructure in connection with authority
financing and to provide for inspections to determ ne conpliance
with those standards.

(j) To acquire fromany person interests in real or personal
property necessary for the operation of the authority.

(k) To procure insurance against any loss in connection with
t he broadband infrastructure and any other property, assets, or

activities of the authority.
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(/) To sue and be sued, to have a seal, and to neke,
execute, and deliver contracts, conveyances, and ot her
i nstruments necessary to the exercise of the authority's powers.

(m To enforce financial, operational, warranty, security,
| ease, and guaranty terns and conditions established under
financings by the authority. The authority may under this sub-
section acquire, construct, develop, |ease, create, and naintain
all or portions of the broadband infrastructure and acquire from
any person interests in real and personal property.

(n) To make and anmend byl aws.

(o) To indemify and procure insurance i ndemifying any nem
bers of the board of the authority from personal liability by
reason of their service as a board nenber

(p) To investigate, evaluate, and assess the current broad-
band infrastructure and the future broadband infrastructure needs
of this state and to encourage and participate in aggregation
strategies for the broadband services of all public entities and
nonprofit corporations in this state to naxim ze the interconnec-
tivity and efficiencies of the broadband infrastructure.

(2) Notwi thstandi ng any other provision of this act, the
authority shall not make |loans to, or enter into any joint ven-
ture and partnership arrangenents or participation with, any gov-
ernmental entity or nonprofit organization except in connection
with the financing or refinancing of devel opnent costs for that
al | ocabl e portion of the broadband infrastructure used or to be
used exclusively by governnental entities or nonprofit

organi zations, including, but not limted to, universities,
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col |l eges, hospitals, school districts, public safety agencies,
judicial organizations, libraries, cities, townships, and
counties. No allocable portion of the broadband infrastructure
financed by a loan to a governnental entity or a nonprofit organ-
i zation shall be used to serve residential, business, or other
commerci al custoners.

(3) Notwi thstandi ng any other provision of this act, except
in connection with financing or refinancing under subsection (2)
or enforcenent procedures authorized under subsection (1)(n), the
authority shall acquire real or personal property constituting
portions of the broadband infrastructure only in connection with
the participation of persons other than governnental entities or
nonprofit organi zations through joint ventures and partnership
arrangenments, or other co-ownership arrangenents and only if the
participation is necessary to assure availability of financing or
refinancing derived fromthe issuance by the authority of bonds
or notes, the interest on which is exenpt fromtaxation under the
United States internal revenue code, and the financing derived
fromthe tax-exenpt bonds or notes is allocated only to those
devel opnment costs relating to that portion of the broadband
infrastructure that is to be used by governnental bodies or non-
profit organizations.

(4) The authority shall establish a seed capital |oan pro-
gramto nake capital |oans to persons planning to apply to the
authority for financing of broadband infrastructure. Priority
for the seed capital |oan programshall be given for devel opnents

targeted to underserved areas. During the initial 2 years of
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operations, the authority shall designate a m ni mum of
$500, 000.00 to be targeted to rural underserved areas and a nmni-
mum of $500, 000. 00 targeted to urban underserved areas.
Communi ty econom ¢ devel opnent prograns and small providers shal
be given a preference to receive |oans under this subsection.
The ternms and conditions for the seed capital |oans shall be
established by the authority. As used in this act, "underserved
areas" neans geographical areas of this state identified by the
authority as having the greatest need for broadband devel opnent.
In identifying underserved areas, the authority shall consider
the area's econom c conditions, including, but not limted to,
famly incone, affordability of access, |lack of options avail -
abl e, | ow percentage of residents subscribing, and any other cri-
teria considered inportant by the authority in determ ning
whet her an area i s underserved.

(5) As part of an application for financing under this act,
t he broadband devel oper and broadband operator shall file with
the authority a participation plan for small and mnority owned
busi nesses and a conmunity w de outreach plan to educate the
public of the availability of broadband services. The authority
shal | not approve an application unless a plan is subm tted under
this subsection

Sec. 8. (1) Areserve capital account is created under the
jurisdiction and control of the authority and shall be adm nis-
tered by the authority to secure notes and bonds of the
authority. The authority shall credit to the reserve capital

account the proceeds of the sale of notes or bonds to the extent
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provided for in the authorizing resolution of the authority, and
any other noney that is nade available to the authority for the
pur pose of the reserve capital account.

(2) I'n the resolution authorizing the issuance of notes or
bonds, the authority nmay establish a capital reserve fund for the
paynent of the principal and interest of notes or bonds, for the
purchase or redenption of the notes or bonds, or for the paynent
of a redenption premumrequired to be paid when the notes or
bonds are redeened before maturity. The authority shall not use
a capital reserve fund for an optional purchase or optiona
redenption of notes or bonds if the use would reduce the total of
the noney in the capital reserve fund to | ess than the capital
reserve fund requirenent established for the fund.

(3) In addition to, or in lieu of, depositing noney in the
reserve capital account or in a capital reserve fund, the author-
ity may obtain or pledge letters of credit, insurance policies,
surety bonds, guarantees, or other security arrangenents if the
security arrangenents are approved by the state treasurer. The
anount avail abl e under letters of credit, insurance policies,
surety bonds, guarantees, or other security arrangenents pl edged
to the capital reserve fund shall be credited toward the capital
reserve fund requirenment for the fund.

(4) Incone or interest earned by the reserve capital account
may be transferred by the authority to other funds or accounts of
the authority.

(5) Incone or interest earned by a capital reserve fund may

be transferred by the authority to other funds or accounts of the
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authority to the extent that the transfer does not reduce the
total of the anmpbunt of nopney and security arrangenments authorized
under subsection (3) in the fund below the capital reserve fund
requi rement for that fund.

Sec. 9. (1) The authority shall accunulate in a capital
reserve fund an anmobunt equal to the capital reserve fund require-
ment for that fund. |If at any tine the amount of a capital
reserve fund falls below the capital reserve fund requirenment for
that fund, the authority shall transfer fromthe reserve capital
account to the capital reserve fund an anount equal to the capi-
tal reserve fund requirenment. |If a deficiency exists in nore
than 1 capital reserve fund and the amount in the reserve capital
account is not sufficient to fully restore the capital reserve
funds, the noney in the reserve capital account shall be allo-
cated between the deficient capital reserve funds pro rata
according to the amounts of the deficiencies. |If at any tine the
reserve capital account has been exhausted and the anmount of the
capital reserve fund is insufficient to nmeet the capital reserve
fund requirenment, the authority on or before Septenber 1 shal
certify to the governor the anpbunt necessary to restore the capi-
tal reserve fund to an anobunt equal to the capital reserve fund
requi rement for that fund. The governor shall include in his or
her annual budget the amount certified under this subsection by
the authority.

(2) This state is not liable on notes or bonds of the

authority and the notes and bonds are not a debt of this state.
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The notes and bonds shall contain on their face a statenent of
the limtation contai ned under this section.

Sec. 10. (1) The authority may issue notes and bonds as
provi ded under this act to do all of the follow ng:

(a) Pay the devel opnent costs associated with acquiring,
| easi ng, constructing, maintaining, and operating the broadband
i nfrastructure.

(b) Make | oans to persons for devel opnent costs.

(c) Make | oans to persons to make purchases related to the
br oadband i nfrastructure.

(d) Make | oans to persons to refinance existing debt of the
authority or other persons incurred in connection with the acqui -
sition or devel opnent of technol ogy that constitutes a part of or
is related to the broadband infrastructure.

(e) Pay the interest on bonds and notes of the authority.

(f) Establish reserves to secure the bonds and notes of the
aut hority.

(g) Make ot her expenditures necessary to carry out the
authority's duties under this act, including the paynent of the
authority's operating expenses.

(2) The authority may issue renewal notes, issue bonds to
pay notes, and refund bonds by the issuance of new bonds, whether
or not the bonds to be refunded have matured. The refunding
bonds shall be sold and the proceeds applied to the purchase,
redenption, or paynment of the bonds to be refunded. The author-
ity may issue instrunents separate fromthe obligations described

in this subsection that establish a contractual right in the
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hol der of the instrunent to require mandatory tender for purchase
of the obligations to which the instrunent applies for a period
of time and subject to provisions as the authority may
det er m ne.

(3) Except as otherw se provided by the authority or this
act, every note or bond issue of the authority shall be a general
obligation of the authority payable out of revenues or noney of
the authority, subject only to agreenents with the hol ders of
particul ar notes or bonds pledging any particul ar receipts or
revenues.

(4) Whether or not the notes or bonds are of a formor char-
acter as to be negotiable instrunents, the notes or bonds are
negoti able instruments within the meaning of the uniform comer-
cial code, 1962 PA 174, MCL 440.1101 to 440.11102.

Sec. 11. (1) The notes and bonds shall be authorized by
resolution of the authority and mature at the time provided in
the resolution. The notes and bonds shall be in a form bear
interest at a rate or rates, be in the denom nations, carry reg-
istration privil eges, be payable, and be subject to the terns of
redenption as provided in the resol ution.

(2) The notes and bonds of the authority may be sold by the
authority at public or private sales at prices as the authority
det er m nes.

Sec. 12. A resolution relating to authorizing notes or
bonds may contain any of the foll owi ng provisions, which shall be

a part of the contract with the holders of the notes or bonds:
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(a) Pledging all or any part of the revenues of the
authority, and all or any part of the nobney received in paynment
of loans and interest on |oans, and other noney received or to be
received to secure the paynent of the notes or bonds.

(b) Pledging all or any part of the assets of the authority,
i ncludi ng nortgages and obligations obtained by the authority in
connection with its prograns, to secure the paynent of the notes
or bonds.

(c) Pledging any |oan, grant, or contribution froma govern-
ment entity.

(d) The use and disposition of the gross incone fromcon-
tracts and | eases of the authority.

(e) The setting aside of reserves or sinking funds and the
regul ati on and di sposition of reserves or sinking funds.

(f) Limtations on the purpose to which the proceeds of sale
of notes or bonds may be applied and pl edgi ng proceeds to secure
t he paynent of the notes or bonds.

(g) Limtations on the issuance of additional notes or
bonds, the terns upon which additional notes or bonds may be
i ssued and secured, and the refundi ng of outstanding or other
not es or bonds.

(h) The procedure, if any, by which the ternms of any con-
tract with notehol ders or bondhol ders nmay be anended or abro-
gated, the amobunt of notes or bonds the hol ders of which shal
consent to the amendment or abrogation, and the manner in which

the consent is to be given.
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(i) Vesting in a trustee or trustees property, rights,
powers, and duties in trust as the authority may determ ne, which
may i nclude any of the rights, powers, and duties of the trustee
appoi nted by the bondhol ders under this act and limting or abro-
gating the right of the bondhol ders to appoint a trustee under
this section or limting the rights, powers, and duties of the
trustee.

(j) Establishing a contractual right to require mandatory
tender for purchase of the notes or bonds in an instrunment sepa-
rate fromthe notes or bonds. The instrument nmay be issued or
sold by the authority to investors.

(k) Except as otherw se prohibited by this act, any other
provision that may affect the security or protection of the notes
or bonds.

(/) Delegating to an officer or other enployee of the
authority, or an agent designated by the authority, for a period
of time as the authority determ nes, the power to cause the
i ssue, sale, and delivery of the notes or bonds within limts on
t hose notes or bonds established by the authority as to any of
the foll ow ng:

(i) The form

(7)) The maxi muminterest rate or rates.

(i) The maturity date or dates.

(iv) The purchase pri ce.

(v) The denom nati ons.

(vi) The redenption prem umns.
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(vii) The nature of the security.

(viii) The selection of the applicable interest rate index.

(ix) Other terns and conditions with respect to issuance of
the notes or bonds as the authority shall prescribe.

Sec. 13. (1) Any pledge made by the authority is valid and
binding fromthe date that the pledge is nade.

(2) The noney or property pledged and received by the
authority shall inmediately be subject to the lien of the pledge
wi t hout any physical delivery or further act and the lien of the
pl edge is valid and binding against all parties having clains in
tort, contract, or otherw se against the authority, irrespective
of whether the parties have notice of the |ien.

(3) The resolution or any other instrunent by which a pl edge
is created need not be recorded.

Sec. 14. The nenbers of the board or any person executing
the notes or bonds under this act are not |liable personally on
the notes or bonds or subject to any personal liability or
accountability by reason of the issuance of the notes or bonds.

Sec. 15. Subject to any agreenents wi th notehol ders or
bondhol ders, the authority has the power to use any funds avail -
able to purchase notes or bonds of the authority at a price
determ ned by the authority.

Sec. 16. This state pledges and agrees with the hol ders of
any notes or bonds issued under this act, that this state wll
not limt or alter the rights vested in the authority to fulfill
the ternms of any agreenents nmade with the holders, or in any way

inpair the rights and renedies of the holders until the notes or

S02567' 01 * (H-4)



© 00 N oo o~ W N P

N N D D DM DN P PP PR R
ga A W N P O © 00O N O O~ W N B+ O

SB881, As Passed House, March 13, 2002

Senate Bill No. 881 22

bonds, together with earned interest, with interest on any unpaid
installments of interest, and all costs and expenses in connec-
tion with any action or proceeding by or on behalf of the hol d-
ers, are fully net and discharged. The authority is authorized
to include this pledge and agreenent of this state in any agree-
ment with the holders of notes or bonds under this act.

Sec. 17. (1) The authority may issue notes or bonds that
are expressly stated not to be general obligations of the author-
ity but that constitute limted obligations of the authority pay-
able solely fromand secured solely by the revenues, noney, and
property as the authority may specify.

(2) The notes or bonds designated as |imted obligations
under this section shall not be payable fromor secured by the
reserve capital account, and any reserve fund established for the
limted obligation notes or bonds shall not constitute a capital
reserve fund under this act.

Sec. 18. (1) If the authority defaults in the paynent of
principal or interest of any notes or bonds when due, whether at
maturity or upon call for redenption, and the default continues
for a period of 30 days, or if the authority fails or refuses to
comply with this act, or defaults in any agreenent nade with the
hol ders of any notes or bonds, the holders of 25% i n aggregate
princi pal amount of the notes or bonds then outstanding may apply
to the circuit court of Ingham county for the appointnent of a

trustee to represent the holders of the notes or bonds.
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(2) A trustee appointed under this act may, and upon the
witten request of the holders of 25%in aggregate principal
anount of the notes or bonds shall, do any of the follow ng:

(a) Enforce all rights of the notehol ders or bondhol ders,
including the right to require the authority to performits
duties under this act.

(b) Bring suit upon the notes or bonds.

(c) Require the authority to account as if it were the
trustee of an express trust for the holders of the notes or
bonds.

(d) Enjoin any acts or things that may be unlawful or in
violation of the rights of the holders of the notes or bonds.

(e) Declare all the notes or bonds due and payabl e.

(3) Before declaring the principal of notes or bonds due and
payabl e, the trustee shall first give 30 days' notice in witing
to the governor, to the authority, and to the attorney general.

(4) The trustee has all of the powers necessary or appropri-
ate for the general representation of bondhol ders or notehol ders
in the enforcenment and protection of their rights.

(5) An action under this section shall be brought in the
circuit court for the county of |Ingham

Sec. 19. (1) Money of the authority shall be held by the
authority and deposited in a financial institution approved by
the state treasurer, which financial institution nmay give secur-
ity for the deposits.

(2) The authority may, subject to the approval of the state

treasurer, contract with the holders of any of its notes or bonds
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as to the custody, collection, securing, investnment, and paynent
of nmoney of the authority, of any noney held in trust or other-
w se for the paynent of notes or bonds, and to carry out the
contract. Money held in trust or otherw se for the paynent of
notes or bonds or in any way to secure notes or bonds and depos-
its of nmoney may be secured in the same manner as noney of the
authority.

(3) The authority nmay enter into an interest rate exchange
or swap, hedge, or simlar agreement or agreenents in connection
with the issuance of its notes or bonds or in connection with its
t hen out standi ng notes or bonds.

Sec. 20. The notes and bonds of the authority are securi -
ties in which public officers and bodies of this state and nunic-
i palities and munici pal subdivisions, insurance conpanies and
associ ations and ot her persons carrying on an insurance business,
banks, trust conpani es, savings banks and savi ngs associ ati ons,
savi ngs and | oan associ ations, investnment conpanies, adm nistra-
tors, guardi ans, executors, trustees and other fiduciaries, and
any other person who is now or may be authorized to invest in
bonds or other obligations of this state, may properly and
legally invest funds, including capital, in their control or
bel onging to them

Sec. 21. The authority, at its discretion, may recomrend an
i ssuance of full faith and credit bonds to the |legislature for a
vote of the people.

Sec. 22. This state covenants with the purchasers and al

subsequent hol ders and transferees of notes and bonds issued by
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the authority, in consideration of the acceptance of and paynent
for the notes and bonds, that the notes and bonds of the authori-
ty, issued under this act and the inconme fromthe notes and bonds
and all its fees, charges, grants, revenues, receipts, and other
noney received or to be received, pledged to pay or secure the
paynment of the notes or bonds shall at all tinmes be free and
exenpt fromall state, city, county, or other taxation provided
by the laws of this state, except for estate and gift taxes and
taxes on transfers.

Sec. 23. The property of the authority and its incone and
operation are exenpt fromall taxation by this state or any of
its political subdivisions.

Sec. 24. The authority shall submt an annual report no
| ater than March 1 of each year relating to its activities for
the precedi ng cal endar year to the governor, the speaker of the
house of representatives, the magjority | eader of the senate, and
to each nenber of the house and senate commttees with oversight
over utility and energy issues.

Sec. 25. Except to the extent necessary to nmaintain,

i nprove, conplete, or expand within the defined service area, an
el enent of the broadband infrastructure already acquired or
financed under this act, the authority shall not enter into new
partnerships or other joint ventures arrangenents or provi de new
| oans or joint venture and partnership arrangenents after

Decenber 31, 2008.

S02567' 01 * (H-4) Fi nal page. SAT



