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SB 29, As Passed Senate, May 16, 2001

SUBSTI TUTE FOR
SENATE BI LL NO. 29

A bill relative to the borrowi ng of noney and the issuance
of certain debt and securities; to provide for tax |evies and
sinking funds; to prescribe powers and duties of certain depart-
nments, state agencies, officials, and enpl oyees; to inpose cer-
tain duties, requirenents, and filing fees upon political subdi-
visions of this state; to authorize the issuance of certain debt
and securities; to prescribe penalties; and to repeal acts and
parts of acts.

THE PEOPLE OF THE STATE OF M CHI GAN ENACT:
PART |
DEFI NI TI ONS

Sec. 101. This act shall be known and may be cited as the
"revi sed nmunici pal finance act".

Sec. 103. As used in this act:
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(a) "Assessed value", "assessed valuation", "valuation as
assessed”, and "valuation as shown by the |ast precedi ng tax
assessnent roll", or simlar terns, used in this act, any stat-
ute, or charter as a basis for conputing limtations upon the
taxi ng or borrowi ng power of any nunicipality, mean the state
equal i zed val uati on as determ ned under the general property tax
act, 1893 PA 206, MCL 211.1 to 211.157.

(b) "Chief adm nistrative officer"” nmeans that term as
defined in section 2b of the uniform budgeting and accounti ng
act, 1968 PA 2, MCL 141.422b.

(c) "Debt" nmeans all borrowed noney, |oans, and ot her
i ndebt edness, including principal and interest, evidenced by
bonds, obligations, refunding obligations, notes, contracts,

securities, refunding securities, nunicipal securities, or cer-
tificates of indebtedness that are lawfully issued or assumed, in
whole or in part, by a nmunicipality, or will be evidenced by a

j udgnment or decree against the nunicipality.

(d) "Debt retirenent fund" neans a segregated account or
group of accounts used to account for the paynent of, interest
on, or principal and interest on a nunicipal security.

(e) "Deficit" neans a situation for any fund of a nuni ci pal -
ity in which, at the end of a fiscal year, total expenditures,

i ncludi ng an accrued deficit, exceeded total revenues for the
fiscal year, including any surplus carried forward.

(f) "Department” neans the departnent of treasury.
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(g) "Fiscal year" neans a 12-nonth period fixed by statute,
charter, or ordinance, or if not so fixed, then as determ ned by
t he departnent.

(h) "Governing body" neans the county board of conm ssioners
of a county; the township board of a township; the council,
comon council, or conm ssion of a city; the council, conm ssion,
or board of trustees of a village; the board of education or dis-
trict board of a school district; the board of an internedi ate
school district; the board of a public school acadeny; the board

of trustees of a community college district; the county drain
commi ssi oner or drai nage board of a drainage district; the board
of the district library; the legislative body of a nmetropolitan
district; the port conm ssion of a port district; and, in the
case of another governnental authority or agency, that official
or official body having general governing powers over the author-
ity or agency.

(i) "Municipal security" neans a security that when issued
was not exenpt fromthis act or the municipal finance act, 1943
PA 202, MCL 131.1 to 139.3, by the provisions of this act or by
t he provisions of the nunicipal finance act, 1943 PA 202, MCL
131.1 to 139.3, or by the provisions of the law authorizing its

i ssuance and that is payable fromor secured by any of the
fol | ow ng:

(i) Ad valoremreal and personal property taxes.

(ii) Special assessnents.

(iii) The limted or unlimted full faith and credit pledge
of the municipality.
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(iv) Ot her sources of revenue described in this act for debt
or securities authorized by this act.

(j) "Municipality" nmeans a county, township, city, village,
school district, internmediate school district, public school
acadeny, comunity college district, nmetropolitan district, port
district, drainage district, district |ibrary, or another govern-
mental authority or agency in this state that has the power to
i ssue a security. Minicipality does not include this state or
any authority, agency, fund, comm ssion, board, or departnent of

this state.

(k) "Qutstanding security” neans a security that has been
i ssued, but not defeased or repaid, including a security that
when i ssued was exenpt fromthis act or the nmunicipal finance
act, 1943 PA 202, MCL 131.1 to 139.3, by the provisions of this
act or by the provisions of the nunicipal finance act, 1943 PA
202, MCL 131.1 to 139.3, or by the provisions of the |aw autho-
rizing its issuance.

() "Qualified status” nmeans a nunicipality that has filed a
qual i fyi ng statenent under section 303 and has been determ ned by
the departnent to be qualified to issue nunicipal securities
wi t hout further approval by the departnent.

(m "Refunding security” neans a mnunicipal security issued
to refund an outstanding security.

(n) "Security" means an evi dence of debt such as a bond,
note, contract, obligation, refunding obligation, certificate of
i ndebt edness, or other simlar instrunent issued by a
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muni ci pality, which pledges paynent of the debt by the
municipality froman identified source of revenue.

(o) "Sinking fund" nmeans a fund for the paynent of principal
only of a nmandatory redenption security.

(p) "Taxabl e value" neans the taxable value of the property
as determ ned under section 27a of the general property tax act,
1893 PA 206, MCL 211. 27a.

Sec. 105. A municipal security does not include any of the
fol | ow ng:

(a) A contract for the purchase of real or persona

property.

(b) A contract for the | ease of real or personal property
with or without an option to purchase.

(c) A contract, |ease, note, or other security given in con-
nection with a contract described in subdivision (a) or (b).

(d) A security that is evidence of an energency | oan under
section 1 of 1855 PA 105, MCL 21.141, in conjunction with the
energency nunicipal |oan act, 1980 PA 243, MCL 141.931 to
141.942, or qualified agricultural |oans under section 2a of 1855
PA 105, MCL 21.142a.

(e) A nortgage secured by real property and its correspond-
ing security to the extent secured by the nortgage.

PART ||
PONERS

Sec. 201. The departnent is authorized and directed to pro-

tect the credit of this state and its municipalities, and to
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enforce the provisions of this act, and has the foll ow ng general
power s:

(a) To aid, advise, and consult with any nmunicipality with
respect to fiscal questions arising fromand relating to its pro-
posed or outstanding securities.

(b) To issue bulletins or adopt rules as necessary to carry
out the purposes of this act. A bulletin issued under this sub-
division shall include a statenent of the departnent’s specific
statutory authority for any substantive requirenent contained
within the bulletin. A rule adopted under this subdivision shal
be adopted in accordance with the provisions of the admnistra-
tive procedures act of 1969, 1969 PA 306, MCL 24.201 to 24. 328.

(c) To exam ne the books and records of any nunicipality for
t he purpose of ascertaining if the nunicipality is conplying with
the requirenments of the departnent, the statutes of this state,
and its charter, ordinances, and resolutions, in relation to its
muni ci pal securities. For those purposes, it nay require sworn
statenents fromany officer or enployee of the nunicipality or
may require the nmunicipality to furnish it with a statenent of
its financial condition. The departnment has full power in fur-
therance of its investigations to exam ne w tnesses under oath
and conpel the attendance of w tnesses, the giving of testinony,
and the production of books, papers, and records. Wtnesses may
be summned by the departnment by its process upon the paynent of
the sane fees as are allowed to witnesses attending in the cir-
cuit court of the county in which the hearing is held. Any
person duly subpoenaed under this section who neglects to attend
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or testify at the place naned in the subpoena, served for that
purpose, is guilty of a m sdeneanor.

(d) To enforce conpliance with any provision of this act or
with any provisions of any |law, charter, ordinance, or resol ution
with respect to debts or securities subject to its jurisdiction,
including the levy and collection of taxes and the segregation,
saf ekeepi ng, investnent, and application of noney for the paynent
of debt. The department nmay institute appropriate proceedings in
the courts of this state, including those for a wit of nandanus
and injunctive relief.

(e) To render financial advisory, paying agent, registra-
tion, and transfer services and materials, including assistance
in the preparation and issuance of a nunicipality’ s municipal
securities; prepare explanatory nmanuals; conduct training sem -
nars; and, upon request of the nunicipality, assist a nunicipal-
ity in issuing its municipal securities under this act. The
department may i npose a fee upon municipalities requesting its
services or materials, which fee shall be Ilimted to the cost
incurred by the departnent in providing the service. The paying
agent, registration, and transfer services authorized by this
subdi vision, if requested by a municipality, shall be perforned
solely by the departnment with respect to the requesting
muni ci palities.

Sec. 203. If a nunicipality feels aggrieved by a determ na-
tion of the departnent, it may notify the departnent and appeal
the determ nation of the departnment as a contested case pursuant
to the admi nistrative procedures act of 1969, 1969 PA 306,
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MCL 24.201 to 24.328. This section does not pernmt the issuance,
anendnent, or nodification of any order or determ nation of the
departnment in respect to the issuance of a nunicipal security,
after the nunicipal security has been issued, if that action
woul d af fect the nunicipal security interests of the hol ders of
t he nuni ci pal security adversely.

PART |11

GENERAL

Sec. 301. A municipality shall not issue a municipal secur-

ity except in accordance with this act.
Sec. 303. (1) Each nunicipality shall file an audit report
annually with the departnment within 6 nonths fromthe end of its

fiscal year or as otherw se provided in the uniform budgeti ng and

accounting act, 1968 PA 2, MCL 141.421 to 141. 440a.

(2) Acconpanying the audit report described in subsection
(1), anunicipality shall file a qualifying statenent, on a form
and in the manner provided by the departnent, which shall be cer-
tified by the chief adm nistrative officer. Wthin 30 business
days of the receipt of the qualifying statenent, the departnent
shall determne if the nunicipality conplies with the require-
ments of subsection (3). |If the departnment determ nes that the

muni cipality conplies with the provisions of subsection (3) or if
the departnent fails to notify the nmunicipality of its determ na-
tion under this subsection within 30 busi ness days of receipt of
the qualifying statenent, the nunicipality nay proceed to issue
muni ci pal securities under this act wi thout further approval from
the departnent until 30 business days after the next qualifying
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statenent is due or a new determ nation is nade by the
departnment, whichever occurs first.

(3) To qualify to issue municipal securities without further
approval fromthe departnent, the nunicipality shall be in mate-
rial conpliance with all of the follow ng requirenents, as deter-
m ned by the departnent:

(a) The nmunicipality is not operating under the provisions
of the | ocal governnent fiscal responsibility act, 1990 PA 72,
MCL 141.1201 to 141.1291.

(b) The nmunicipality did not issue securities in the imredi-
ately preceding 5 fiscal years or current fiscal year that were
aut hori zed by either the energency nunicipal |oan act, 1980 PA
243, MCL 141.931 to 141.942, other than a security issued for a
| oan aut hori zed under section 3(2)(a) of the energency nunici pal
| oan act, 1980 PA 243, MCL 141.933, or the fiscal stabilization
act, 1981 PA 80, MCL 141.1001 to 141.1011.

(c) The municipality was not required by the terns of a

court order or iudanent other than an order or iudanment entered in
US. . et al v Citv of Detroit. et al. United States District Court

for the Eastern District of Mchigan, docket no. 77-71100, to levy a

tax in the preceding fiscal
year.

(d) The nost recent audit report, as required by the uniform
budget and accounting act, 1968 PA 2, MCL 141.421 to 141. 440a,
was filed with the departnment within 6 nonths fromthe end of the
fiscal year of the nunicipality.

(e) The debt retirenment fund bal ance for any nuni ci pal
security that is funded froman unlimted tax |evy does not
exceed 150% of the amount required for principal and interest
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paynments due for that nunicipal security in the next fiscal
year.

(f) The nmunicipality is not currently exceeding its statu-
tory or constitutional debt limts.

(g) The nmunicipality has no outstanding securities that were
not authorized by statute.

(h) The municipality is not currently and during the preced-
ing fiscal year was not in violation of any provisions in the
covenants for an outstanding security.

(i) The municipality was not delinquent nore than 1 tine in
the preceding fiscal year in transferring enpl oyee taxes w thheld
to the appropriate agency, transferring taxes collected as agent
for another taxing entity to that taxing unit, or naking al
required pension, retirenent, or benefit plan contributions.

(j) The nost recent delinquent property taxes of the mnunici-
pality, without regard to paynents received fromthe county under
the general property tax act, 1893 PA 206, MCL 211.1 to 211. 157,
did not exceed 15% of the anount |evied.

(k) The municipality did not submt a qualifying statenent
or an application for any other nunicipal security in the preced-
ing 12 nonths that was materially false or incorrect.

(1) The municipality is not in default on the paynent of any
debt, excluding industrial devel opnent revenue bonds issued under
the industrial devel opnment revenue bond act of 1963, 1963 PA 62,
MCL 125.1251 to 125.1267, econom c devel opnent corporation bonds
i ssued under the econonic devel opnent corporations act, 1974 PA
338, MCL 125.1601 to 125.1636, bonds issued by a | ocal hospital
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finance authority for a private hospital under the hospital

finance authority act, 1969 PA 38, MCL 331.31 to 331.84, or any

ot her debt for which the nmunicipality is not financially |iable.
(m The nmunicipality did not end the i nmediately preceding

fiscal year with a deficit in any fund, unless the municipality

has filed a financial plan to correct that deficit condition

under section 21 of the Gen Steil state revenue sharing act of

1971, 1971 PA 140, MCL 141.921, that is acceptable to the

depart nent.

(n) The nunicipality has not been found by a court of conpe-
tent jurisdiction to be in violation of any finance or
tax-related state or federal statutes during the preceding fiscal
year.

(o) The nunicipality has not been determ ned by the depart-
ment to be in violation of this act during the preceding fiscal
year.

(p) The municipality did not issue a refunding security in
the preceding fiscal year to avoid a potential default on an out-
standi ng security.

(4) I'f amunicipality is notified within 30 business days of
the filing of the qualifying statenment that it does not conply

with 1 or nore of the requirenents of subsection (3), the mnunici-
pality may correct the nonconpliant requirenents and request a
reconsi deration of the determ nation fromthe departnent as pro-
vided in subsection (5).

(5 A nmunicipality may request a reconsideration of the
determ nation fromthe departnment. That request shall indicate

S00622’ 01 (S-5)
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the requirenents that the departnent determ ned the nunicipality
to be not in conpliance with and the action taken by the rnunici-
pality to correct the nonconpliance. Wthin 30 business days of
the receipt of the request for reconsideration, the departnent
shall determne if the nunicipality conplies with the require-
ments of subsection (3) or, if the departnment fails to notify the
municipality of its determ nation under this subsection within 30
busi ness days of receipt of the request for reconsideration, the
municipality will be granted qualified status.

(6) If a municipality is notified within 30 business days
after filing a request for reconsideration that it does not
conply with the requirenents of subsection (3), the nmunicipality
shall not issue nunicipal securities under this act w thout the
prior witten approval of the departnment to issue a munici pal
security as provided in subsections (7) and (8).

(7) I'f a municipality has not been granted qualified status,
the nmunicipality nust obtain, for each nunicipal security, the
prior witten approval of the departnment to issue a munici pal
security. To request prior witten approval to issue a nunici pal
security, the nmunicipality shall submt an application and sup-
porting docunentation to the departnent on a formand in a nmanner
prescri bed by the departnent, which shall be certified by the
chief adm nistrative officer. A filing fee equal to 0.03% of the
princi pal anount of the nunicipal security to be issued, but not
| ess than $800.00 and not greater than $2,000.00 as determ ned by
t he departnent, shall acconpany each application. |If the
qual i fying statenment required by section 303(2) was received by
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t he departnent nore than 6 nonths after the end of the
municipality' s fiscal year, a late fee of $100.00 shall acconpany
the first application filed after that date. Wthin 30 business
days of receiving an application, the fee, and supporting docu-
mentation froma mnunicipality, the department shall make a deter-
m nation whether the nmunicipality has net all of the follow ng
requirenents:

(a) Has indicated the authority to issue the nunici pal
security requested.

(b) I's projected to be able to repay the nunicipal security
when due.

(c) Has filed information with the departnment indicating
conpliance with the requirenents of subsection (3) or adequately
addr essed any nonconpliance with subsection (3) as determ ned by
t he departnent.

(d) If required by the departnent, has obtained an invest-
ment grade rating for the municipal security or has purchased
i nsurance for paynment of the principal and interest on the nunic-
i pal security to the holders of the nunicipal security, or has
ot herwi se enhanced the creditworthiness of the nunicipal
security.

(8) If the departnent determ nes that the requirenents in
subsection (7) have been net, the departnment shall approve the
i ssuance of the proposed mnunicipal security. |If the departnent
determ nes that the requirenents in subsection (7) have not been
nmet, the departnment shall issue a notice of deficiency to the
municipality that prevents the issuance of the proposed nuni ci pal
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© 00 N O O A W N P

N NN NNNMNDNDERRPRPPERERPERPRP PP
o U A W NP O O 0 ~NO b w NPk O

SB 29, As Passed Senate, May 16, 2001

Senate Bill No. 29 14

security. The notice of deficiency shall state the specific
deficiencies and problens with the proposed i ssuance. After the
deficiencies and probl ens have been addressed as determ ned by

t he departnent, the departnent shall approve the issuance of the
proposed nuni ci pal security.

(9) This state or any state authority, agency, fund, comm s-
sion, board, or departnment of this state is not required to
obtai n approval under this section before issuing securities or
required to file any qualifying or audit reports under this
secti on.

(10) A state authority, agency, fund, conm ssion, board, or
departnment of this state that is required to obtain approval or
an exception fromprior approval fromthe departnment under the
muni ci pal finance act, 1943 PA 202, MCL 131.1 to 139.3, shal
instead file a statenent with the departnent of intent to issue a
security on a formprescribed by the departnent. Wthin 10 days
of receipt of that statenent, the departnment shall issue that
authority, agency, fund, comm ssion, board, or departnent an
order granting exception fromprior approval. |If the departnent
fails to conply with the requirenents of this subsection, the
state authority, agency, fund, comm ssion, board, or departnent
of this state shall be considered to have obtained any required
approval or exception fromprior approval.

(11) A determ nation by the departnent that a municipality
has been granted qualified status constitutes an order granting
exception from prior approval under the municipal finance act,

S00622’ 01 (S-5)
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1943 PA 202, MCL 131.1 to 139.3, of that mnmunicipality’s
securities.

Sec. 305. (1) A rnunicipal security authorized by |law to be
i ssued by a nunicipality may, notw thstanding the provisions of a
charter, bear no interest as provided in this section or a rate
of interest not to exceed a maxi numrate established by the gov-
erning body of the issuing nunicipality as set forth inits reso-
| ution or ordi nance authorizing the issuance of the munici pal
security, which rate shall not exceed 18% per annum or a per
annumrate determ ned by the departnent at the request of the
muni ci pality, whichever is higher. |In nmaking its determ nation,
the departnent shall establish a rate that shall bear a reason-
able relationship to 80% of the adjusted prinme rate determ ned by
t he departnent under section 23 of 1941 PA 122, MCL 205. 23.

Except as otherwi se provided in this section, the rate determ ned
by the departnent shall be conclusive as to the nmaxi mumrate of
interest permtted for a nmunicipal security issued under this
act .

(2) Except as provided in subsection (3), a municipal secur-
ity issued under this act shall not be sold at a di scount exceed-
ing 10% of the principal anmount of the municipal security. The
anortization of the discount shall be considered interest and
shall be within the interest rate limtation set forth in subsec-
tion (1).

(3) A nunicipal security may be sold at a di scount exceedi ng
10% of the principal anount of the nunicipal security only if 1

S00622’ 01 (S-5)



© 00 N O O A W N P

N NN NNNMNDNDERRPRPPERERPERPRP PP
o U A W NP O O 0 ~NO b w NPk O

SB 29, As Passed Senate, May 16, 2001

Senate Bill No. 29 16
or nore of the follow ng conditions apply, as determ ned by the
depart nent:

(a) The sale will result in the nore even distribution for
the nunicipality of total debt service on proposed and outstand-
i ng muni ci pal securities.

(b) The sale will result in an interest cost savings when
conpared to the best available alternative that does not include
a mnunici pal security being sold at a di scount exceedi ng 10% of
the principal anount.

(c) The issuance is based on the availability of specific
revenues previously pledged for another purpose and lawfully
avai l abl e for this purpose.

(d) The rnunicipal security is issued to this state or the
federal government to secure a | oan or agreenent.

(4) A nunicipal security issued in accordance with subsec-
tion (3)(a), (b), or (c) shall be rated investnent grade by a
national ly recogni zed rating agency or have insurance for paynent
of the principal and interest on the nunicipal security to the
hol ders of the nunicipal security.

(5) Notwi thstandi ng any ot her provision of this section, a
muni ci pal security meeting the requirenents of subsection (2)
that is a refunding security shall not have a maturity that
exceeds the maturity of the existing nunicipal security.

(6) Not nore than 25% of the total principal amount of any
aut hori zed i ssue of a rnunicipal security shall neet the qualifi-
cations under subsection (3)(a), (b), and (c).
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(7) A nunicipal security nmay bear no interest if sold in
accordance with a federal program by which the hol der of the
muni ci pal security, as a result of holding the nunicipal securi-
ty, may declare a credit against a federal tax.

Sec. 307. Before any bulletin issued by the departnent can
take effect that addresses the filings, approvals, or determ na-
ti ons under section 303, or any nodification of an existing bul -
letin that addresses the filings, approvals, or determ nations
under section 303, the departnent shall issue the bulletin or
nodi fication as a proposed bulletin with not |ess than a 30-day
publ i c conment peri od.

Sec. 309. (1) Anunicipality may sell an authorized mnunici -
pal security at a conpetitive sale or a negotiated sale as deter-
mned in the authorizing resolution. |If a municipality deter-
mnes to sell a nmunicipal security at a negotiated sale, the gov-
erning body shall expressly state the nethod and reasons for
choosing a negotiated sale instead of a conpetitive sale in the
resol uti on or ordi nance authorizing the issuance or sale of the
muni ci pal security.

(2) I'f a municipality deternmines to sell a municipal secur-
ity at a conpetitive sale, the nunicipality shall publish a
notice of sale at |east 7 days before the date set for the sale,
in a publication printed in the English | anguage and circul ated
in this state that carries as a part of its regular service the
notices of the sale of nunicipal securities.

(3) A nmunicipality shall award a nunici pal security sold at
a conpetitive sale to the bidder whose bid neets al

S00622’ 01 (S-5)



© 00 N O O A W N P

N NN NNNDNNNRERRERERERPRERPRPR PP
N~ o 00N WN P O © 0N O 0o~ WN P O

SB 29, As Passed Senate, May 16, 2001

Senate Bill No. 29 18
specifications and requirenents and results in the | owest
interest cost to the municipality, unless all bids are rejected.
(4) A nmunicipality may accepts bids for the purchase of a
nmuni ci pal security made in person, by mail, by facsimle, by
el ectroni c nmeans, or by any other neans authorized by the
muni ci pality.
Sec. 311. (1) A nunicipal security nmay be registrable as to
principal alone or as to both principal and interest under terns
and conditions determ ned by the governing body of the issuing

muni ci pality.

(2) A nmunicipality may authorize a trustee or other authen-
ticating agent to authenticate any nunicipal security executed by
the facsimle signatures of the officials of the municipality in
lieu of manual signatures of the officials of the issuing
muni ci pality.

(3) Oficials of a nunicipality may sign and seal a nunici -
pal security in facsimle formif so authorized by the governing
body of the issuing nunicipality.

(4) If authorized by the governing body of the issuing
muni ci pality, ownership of a nunicipal security may be trans-
ferred by neans of a recorded entry in a record maintained by the
i ssuing municipality, trustee, or other agent in lieu of printing
and transferring a new nunicipal security. However, this subsec-
tion does not preclude a municipality fromthe delivery of, and a
muni cipality shall have the authority to deliver, new munici pal
securities as evidence of the originally issued nunici pal
security.
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(5) I'f an individual acting in an official capacity signs or
affi xes his or her signature to a nunicipal security under this
act and that individual ceases to be an officer before delivery
of the municipal security, the municipal security is valid the
same as if the individual had renmained in office until delivery
of that nunicipal security.

Sec. 313. If a nunicipal security has becone mutil ated,
then the governing body of the nmunicipality may by resol ution
provi de for the issuance of a new mnunicipal security with |like
ternms, in exchange for and substitution of the nutilated rnunici-
pal security. 1In all such cases the holder shall pay the reason-
abl e expenses and charges of such an exchange.

Sec. 315. (1) In determning to issue a mnunicipal security,
a nmunicipality may do 1 or nore of the foll ow ng:

(a) Authorize and enter into insurance contracts, agreements
for lines of credit, letters of credit, commtnents to purchase
muni ci pal securities, renmarketing agreenments, reinbursenent
agreenents, and any other transactions to enhance tinely paynent
of any muni ci pal security.

(b) Authorize paynent fromthe proceeds of the nunicipal
security, or fromother funds avail able, of the cost of issuance,

i ncluding, but not limted to, fees for placenent, fees or
charges for insurance, letters of credit, lines of credit, remar-
keting agreenents, reinbursenment agreenents, or purchase or sales

agreenents or conmtments, or agreenents to enhance tinely pay-
ment of municipal securities.
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(c) Authorize principal and interest to be payable from1 or
nore of the follow ng

(i) Taxes or other revenues of the nunicipality.

(ii) Proceeds of the nunicipal security.

(iii) Earnings on proceeds of the municipal security or
ot her funds held for paynent of the nunicipal security.

(iv) Proceeds of any other transaction described in subdivi-
sion (a).

(d) Authorize or provide for an officer of the nunicipality,
but only within limtations that shall be contained in the autho-
rizing resolution of the governing body, to do 1 or nore of the
fol | ow ng:

(i) Sell, deliver, and receive paynent for the munici pal
securities.

(ii)) Refund the nunicipal securities in accordance with part
VI of this act.

(iii) Deliver a rmunicipal security partly to refund anot her
security and partly for any other authorized purposes.

(iv) Buy the nunicipal security so issued at not nore than
the face value of the nunicipal security.

(v) Approve fixed interest rates, variable interest rates,
or nethods for fixing interest rates, prices, discounts, maturi-
ties, principal anobunts, denom nations, dates of issuance, inter-
est paynent date, redenption rights at the option of the rnunici-
pality or the holder, the place of delivery and paynent, and
other matters and procedures necessary to conplete the
transactions authori zed.
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(2) A nmunicipality may provide that a nunicipal security
additionally secured as provided in subsection (1) may be payabl e
on denmand or before maturity at the option of the holder only at
the tine and in the manner determ ned by the governing body as
provided in the resolution authorizing the mnunicipal security.

(3) The authority granted by this section nmay be exercised
not wi t hst andi ng any ordi nance or charter provision to the
contrary.

Sec. 317. (1) For the purpose of nore effectively nmanagi ng

its debt service, a nunicipality nay enter into an interest rate
exchange or swap, hedge, or simlar agreenent or agreenents in
connection with the issuance of nunicipal securities or in con-
nection with its then outstandi ng nmunici pal securities.

(2) I'n connection with entering into an interest rate
exchange or swap, hedge, or simlar agreenent, a nunicipality may
create a reserve fund for the paynment of the exchange or swap
hedge, or simlar agreenent.

(3) An agreenent entered into pursuant to this section shal
not be included within the total debt of a municipality for any
statutory or charter debt limtation purpose and shall be payable
as alimted tax full faith and credit pledge from general funds
of the municipality or, subject to any existing contracts, from
any avail abl e noney or revenue sources, including revenues that
shall be specified by the agreenment, securing the nunici pal
security in connection with which the agreenent is entered into.

Sec. 319. (1) Wthin 15 busi ness days of conpleting the
i ssuance of any nunicipal security qualified under section
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303(3), the nunicipality, other than a state authority or agency,
shall file a copy of all of the following with the departnment in
a formand manner prescribed by the departnent:

(a) A copy of the nunicipal security.

(b) A proof of publication of the notice of sale, if
appl i cabl e.

(c) A copy of the award resolution or certificate of award
including a detail of the annual interest rate and call features
on the municipal security.

(d) A copy of the legal opinion regarding the legality and
tax status of the nunicipal security.

(e) A copy of the notice of rating of the nunicipal security
received froma recogni zed rati ng agency, if any.

(f) A copy of the resolution or ordinance authorizing the
i ssuance of the nunicipal security.

(g) A copy of the official statenent, if any.

(h) For a refunding security, docunentation indicating com
pliance with section 611.

(i) Afiling fee equaling 0.02% of the principal anmount of
the nmunicipal security issued, but in an anmount not |ess than
$100. 00 and not greater than $1, 000.00, as determ ned by the
depart nent.

(j) I'f the qualifying statenent required by section 303(2)
was received by the departnent nore than 6 nonths after the end
of the municipality's fiscal year, a late fee of $100.00 with the
first filing thereafter.

S00622’ 01 (S-5)



© 00 N O O A W N P

N NN NNNMNDNDERRPRPPERERPERPRP PP
o U A W NP O O 0 ~NO b w NPk O

SB 29, As Passed Senate, May 16, 2001

Senate Bill No. 29 23

(k) For a municipal security issued under section 305(2),
docunentation indicating conpliance with section 305(2).

(2) Wthin 15 busi ness days of conpleting the issuance of
any nuni ci pal security approved under section 303(7), the nunici-
pality shall file all of the following with the departnment in a
form and manner prescribed by the departnent:

(a) A copy of the nunicipal security.

(b) A proof of publication of the notice of sale, if
appl i cabl e.

(c) A copy of the award resolution including a detail of the
annual interest rate and call features on the nunici pal
security.

(d) A copy of the legal opinion regarding the legality and
tax status of the nunicipal security.

(e) A copy of the notice of rating of the nunicipal security
received froma recogni zed rati ng agency, if any.

(f) A copy of the resolution or ordinance authorizing the
i ssuance of the nunicipal security.

(g) A copy of the official statenent, if any.

(h) For a refunding security, docunentation indicating com
pliance with section 611.

(i) For a municipal security issued under section 305(2),
docunentation indicating conpliance with section 305(2).

(3) Wthin 15 busi ness days of conpleting the issuance of
any security approved under section 303(10), this state or any
authority, agency, fund, conm ssion, board, or departnment of this
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state shall file all of the following with the departnment in a

f orm and manner

prescri bed by the departnent:

(a) A copy of the security.

(b) A proof of publication of the notice of sale, if

appl i cabl e.

(c) A copy of the award resolution including a detail of the

annual i nterest

rate and call features on the security.

(d) A copy of the legal opinion regarding the legality and

tax status of t

he security.

(e) A copy of the notice of rating of the security received

froma recogni zed rating agency, if any.

(f) A copy of the resolution or ordinance authorizing the

I ssuance of the security.

(g) A copy of the official statenent, if any.

(h) For a

refundi ng security, docunentation indicating com

pliance with section 611.

(4) The failure to conply with subsection (1), (2), or (3)

does not invalidate any of the securities issued or reported

under this act.
Sec. 321.

t he depart nent

The departnent may require that the filings to
required by this act be filed in an electronic

format prescribed by the departnent.

Sec. 323.

Except as provided in section 305(4), arating is

not required for a municipal security that may be issued w thout

approval of the departnment as provided in section 303(3).
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PART |V
SHORT- TERM MUNI Cl PAL SECURI TI ES

Sec. 401. A municipality may, by resolution of its govern-
i ng body, and without a vote of the electors, issue short-term
muni ci pal securities in anticipation of and payable fromtaxes to
be collected by the nunicipality for its then next succeedi ng
fiscal year or the taxes for a current fiscal year, or if the
taxes for the next succeeding fiscal year and the taxes for the
current fiscal year are both levied in the sane cal endar year,
then in anticipation of and payable fromthe collection of both
of the taxes.

Sec. 403. (1) If a nmunicipality issues a nunicipal security
in anticipation of the collection of the taxes for the next suc-
ceeding fiscal year, the resolution authorizing a nunici pal
security shall contain an irrevocable provision for the | evying
of a tax in the next succeeding fiscal year for the purpose for
whi ch the nunicipal security is to be made and the repaynent of
the nmunicipal security fromthe recei pt of taxes.

(2) A nunicipality may issue the short-term munici pal secur-
ity described in subsection (1) to pay for operating
expenditures. As used in this section, "operating expenditures"
nmeans 1 or nore of the foll ow ng:

(a) Necessary operating expenditures of the municipality
that coul d not reasonably have been foreseen and adequately pro-
vided for in the tax levy for the then current fiscal year.
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(b) Paynent of an expenditure in the then current fiscal
year that cannot be funded because of a delay in or failure of
recei pt of budgeted revenue.

(c) Paynent of budgeted expenditures in the then current
fiscal year that precede budgeted revenues.

(3) The anmpunt of the municipal securities issued under this
section to pay operating expenditures shall not exceed 50% of the
operating tax levy for the current fiscal year, or if the operat-
ing tax levy for the next succeeding fiscal year is determ ned,

then 50% of the levy for the next succeeding fiscal year. The
aut hori zing resolution shall provide that fromthe first collec-
tions of the operating taxes for the next succeeding fiscal year,
there shall be set aside in a special fund to be used for the
paynment of principal and interest on the tax anticipation nunici-
pal security, a portion of each dollar that is not |less than 125%
of the percentage that the principal anmount of the municipal
security bears to the anobunt of the operating taxes until the
anount set aside is sufficient for the paynment. If a nunicipal-
ity collects its taxes in installnents and i ssues a muni ci pal
security in anticipation of nore than 1 installnent, the require-
ments of the preceding sentence shall apply to each install nent
of taxes. The collection of the taxes to be set aside shall not
be used for any other purpose. |If the municipality detern nes
that issuing nunicipal securities for this purpose will result in
a deficiency in the funds avail able to pay the necessary operat-

i ng expenditures of the next succeeding fiscal year, the
municipality shall levy additional taxes in the future from
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within constitutional, charter, and statutory linmts to prevent a
continuation of the deficiency fromyear to year

(4) A nmunicipality may issue a short-term nunicipal security
described in subsection (1) to pay for 1 or nore capital inprove-
nments that can be legally and properly provided for in the budget
of the municipality for the fiscal year in which the municipality
i ssues the short-term nunicipal security. The principal anount
of the municipal security issued for this purpose shall not
exceed the sumset forth in the authorizing resolution to be

| evied for the inprovenent. The authorizing resolution shal
provide that fromthe first collection of taxes for the next suc-
ceeding fiscal year, there shall be set aside in a special fund
to be used for the paynent of principal and interest on the

short-term nuni ci pal security that percentage of the collection
that the tax levied for capital outlay bears to the total |evy,
and until the anmount set aside is sufficient for the paynent,
collection of the taxes to be set aside shall not be used for any
ot her purpose.

Sec. 405. (1) A nunicipality may issue short-term nunici pal
securities in anticipation of the collection of the taxes for a
current fiscal year for the paynment of 1 or nore of the
fol | ow ng:

(a) Operating expenditures.

(b) Debt service charges.

(c) Capital inprovenents.

(2) If the municipality issues short-term nunici pal
securities described in subsection (1) to pay operating
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expenditures or debt service charges, the principal anmunt of

t hat municipal security issued under this section shall not
exceed 75% of the anpbunt of the debt service taxes, if the pro-
ceeds of the nunicipal security are to pay debt service charges,
or 75% of the anmount of the operating taxes, if the proceeds of
the nmunicipal security are to pay operating expenditures, as pro-
vided for in the budget of the current fiscal year and that
remain to be collected at the time the authorizing resolution is
passed. However, if the resolution is passed before the day upon
whi ch taxes for the year becone due and payabl e, the principal
anount of the municipal security shall not exceed 50% of the tax
| evy made for debt service or operating expenditures, respective-
ly, for the preceding fiscal year.

(3) The authorizing resolution shall provide that, fromthe
date of the authorizing resolution, fromthe collection of the
taxes remaining to be collected for the current fiscal year there
shall be set aside in a special fund, to be used for the paynent
of principal and interest on the short-term nunicipal security, a
portion of each dollar of taxes remaining to be collected for the
current fiscal year not |less than 125% of the percentage that the
princi pal anount of the municipal security bears to the anmount of
the tax | evied for debt service or operating expenditures,
respectively, that remain to be collected fromthe date of the
authori zing resolution until the anbunt set aside is sufficient
for that paynment. The collection of the taxes to be set aside
shall not be used for any other purpose.

S00622’ 01 (S-5)



© 00 N O O A W N P

N NN NNNMNDNDERRPRPPERERPERPRP PP
o U A W NP O O 0 ~NO b w NPk O

SB 29, As Passed Senate, May 16, 2001

Senate Bill No. 29 29

(4) A nmunicipality may issue short-term nunici pal securities
in anticipation of the collection of taxes for the current fiscal
year for the paynment of 1 or nore capital inprovenents that are
| egally and properly provided for in the tax levy of the current
fiscal year. The principal anmount of the rnunicipal security
i ssued for this purpose shall not exceed the anticipated coll ec-
tion, based on the delinquency in collections of the |levy of the
precedi ng fiscal year, of the sumincluded in the tax levy for
t hat purpose and renmining unpaid at the tine the authorizing
resolution is passed. The authorizing resolution shall provide
that fromthe collections of the taxes for the current fiscal
year there shall be set aside in a special fund to be used for
t he paynment of principal and interest on the nunicipal security
t hat percentage of the collections that the tax |levied for capi-
tal outlay bears to the total |evy, and until the anmount set
aside is sufficient for that paynent, collection of the taxes to
be set aside shall be used for no other purpose.

(5) The principal anmount outstandi ng of any munici pal secur-
ity issued under section 403 shall be deducted fromthe total
princi pal anount of any nunicipal security that nay be issued
under this section.

Sec. 407. (1) A nunicipality my, by resolution of its gov-
erni ng body, and without a vote of the electors, issue short-term
muni ci pal securities in anticipation of revenue sharing paynents
under the G enn Steil state revenue sharing act of 1971, 1971 PA
140, MCL 141.901 to 141.921, for its next succeeding fiscal year,
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or for a current fiscal year, in accordance with the provisions
of this part.

(2) Wien a nunicipality issues nunicipal securities in
anticipation of the receipt of revenue sharing paynents under the
G enn Steil state revenue sharing act of 1971, 1971 PA 140,

MCL 141.901 to 141.921, for the current or next succeeding fiscal
year, the proceeds of the nunicipal securities shall be used only
for the paynent of operating expenditures. The principal anount
of the municipal securities issued in accordance with this sec-
tion shall not exceed 50% of the total paynents received in the

| ast preceding fiscal year of the nmunicipality, as certified by
the departnent. The authorizing resolution shall provide that
fromthe first receipts of the paynents for that fiscal year in
antici pation of which the nmunicipality issued the nunici pal
security, there shall be set aside in a special fund to be used
for the paynent of principal and interest on the municipal secur-
ity a portion of each dollar that is not |ess than 125% of the
percentage that the principal anount of the nunicipal security
bears to the anmount of paynents remaining to be collected, until
the anmount set aside is sufficient for the paynent of principal
and interest on the municipal security. The anount set aside
shall be used only for the paynent of the principal and interest
on the municipal security until the nunicipal security is paid as
to both principal and interest.

Sec. 409. A municipal security issued pursuant to this part
shal |l bear no interest or interest at a rate not to exceed that

provided in part Ill1 and shall be payable not |ater than the
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estimated tinme of collection of an anpbunt sufficient for its
paynment out of the taxes or revenues pl edged for the nunicipal
security, as determ ned by the governing body of the
muni ci pality.

Sec. 411. The noney in each special fund required by this
part shall be deposited in a bank account separate from any ot her
noney of the nunicipality and shall be used for no purpose other
than to retire the nunicipal security for which the special fund
was est abl i shed.

Sec. 413. (1) A nunicipality may by resolution of its gov-
erni ng body, and without a vote of its electors, issue a
short-term nmunici pal security in anticipation of the proceeds of
a long-termnnunicipal security it proposes to issue, or that wll
be issued in its behalf. However, if required by |aw, issuance
of the long-term nmunicipal security has been approved by the
el ectors of the nmunicipality or, if required by law, a notice of
intent to issue the |ong-term municipal security or enter into a
contract has been published and all rights of referendumrelating
to the notice have expired. The nmunicipality shall pledge for
the paynment of the principal, interest, and redenption prem uns,
if any, on the short-term municipal security from1l or nore of
the sources and on the terns described in section 315 and from
any of the additional sources identified in subsection (2).

(2) The municipality, in determning to issue a short-term
muni ci pal security under this section, may authorize principal,
interest, and redenption premuns, if any, on the short-term
muni ci pal security to be payable fromand secured by a pl edge of
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the proceeds of the long-term nunicipal security issued to refund
the short-term nunicipal security.

(3) The principal amount of a short-term nmunicipal security
i ssued in anticipation of the issuance of |ong-term muni ci pal
securities shall not exceed 50% of the principal anount of the
proposed | ong-term munici pal security. The nunicipality shall in
the resol ution authorizing the short-term nunicipal security
decl are the necessity of the short-term nunicipal security and
state its purpose, the principal anount of the short-term nunici-
pal security to be issued, and an estimted principal paynent
schedul e for and an estimated or maxi mum average annual i nterest
rate on the short-term nunicipal security. The issuance and
delivery of the short-term nunicipal security shall be conclusive
as to the existence of the facts entitling the short-term nunici-
pal security to be issued in the principal anpunt of the
short-term munici pal security and shall not be subject to attack
in any proceeding. A short-term nunicipal security shall mature
not nore than the earlier of 3 years fromthe date of issuance or
60 days after the expected date of issuance of the |ong-term
muni ci pal security in anticipation of which it is issued and may
bear no interest or interest at a fixed or variable rate or rates
of interest per annum subject to the Iimtations in section
305.

(4) The proceeds of a short-term municipal security issued
under this section shall be used only for the purpose to which
the proceeds of the long-term nunicipal security may be applied,
the costs of issuance of the short-term municipal security and to
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t he paynment of principal and interest on the short-term muni ci pal
security.

Sec. 415. (1) A nunicipality may by resolution of its gov-
erning body, and without a vote of its electors, issue a
short-term nunici pal security in anticipation of the receipt of
grants fromthe United States, this state, or any agency or
instrunmentality of the United States or this state and shal
pl edge for the paynent of the principal, interest, and redenption
prem uns, if any, on that mnunicipal security from1l or nore of
the sources and on the terns described in section 315 and from
any of the additional sources identified in subsection (2).

(2) The municipality that issues a short-term muni ci pal
security under this section may pl edge the proceeds of federal or
state grants for the paynent of the interest and redenption pre-
munms, if any, on the nunicipal security.

(3) The principal anmount of a nunicipal security issued
under this section shall not exceed 50% of the anpbunt remaining
to be received by the nmunicipality that is not still subject to
an appropriation fromthe granti ng agency under a witten con-
tract fromthat granting agency that has been accepted by resol u-
tion by the municipality. The issuance and delivery of the
muni ci pal security shall be conclusive evidence of the facts
entitling the nmunicipality to issue the municipal security in the
princi pal anount issued and shall not be subject to attack in any
proceedi ng. The pl edge of 100% of the funds the nmunicipality
expects to receive fromthe granting agency may be secured by a
direct transfer of the commtted funds fromthe granti ng agency
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to a trustee or the M chigan nunicipal bond authority, if the
muni ci pal security is sold to the M chigan munici pal bond author-
ity, that is authorized to receive the funds by the authorizing
resol uti on adopted by the nmunicipality. The mnunicipal security

i ssued under this section shall mature not nore than the earlier
of 18 nonths fromthe date of issuance or 6 nonths after the
expected date of receipt of grant proceeds and nay bear no inter-
est or interest at a fixed or variable rate or rates of interest
per annum subject to the Iimtations of section 305.

(4) The proceeds of the municipal security issued under this
section shall be used only for the purpose to which the proceeds
of the grant may be applied, the costs of issuance of the nunici-
pal security, and the paynent of principal and interest on the
muni ci pal security.

PART V
LONG TERM MUNI Cl PAL SECURI Tl ES

Sec. 501. (1) Except as otherw se provided for by law, or
as otherwi se provided in part VI, a nunicipal security issued by
a nmunicipality under this act shall not mature |ater than the
esti mated period of useful ness of the property or inprovenent for
whi ch the nunicipal security is issued.

(2) I'n addition to the requirenents of subsection (1), a

muni ci pal security shall not mature later than the follow ng tine
peri ods:

(a) A mnunicipal security issued in anticipation of special
assessnents shall mature no later than 2 years after the tine
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fixed by law for the paynent of the last installnent of the
assessnents fromwhich the nmunicipal security is payable.

(b) A municipal security issued to neet an energency for
relief fromfire, flood, or other calamty shall mature no | ater
than 5 years after the date of issuance.

(c) A municipal security issued to pay judgnents against the
muni ci pality, except judgnments in condemnation proceedi ngs, and
muni ci pal securities issued for the purchase of personal proper-
ty, other than material for permanent construction, nachinery for

public utilities, or original furnishings and equi pnent of new
bui | di ngs, shall mature no later than 10 years after the date of
I ssuance.

(d) Al other nunicipal securities shall mature no | ater
than 30 years after the date of issuance.

Sec. 503. (1) Municipal securities of a single issue my
mature serially or be subject to nandatory redenptions, or both,
with maturities as fixed by the governing body of the
municipality. 1In any case, the first maturity or mandatory
redenpti on date shall occur not later than 5 years after the date
of issuance, and the total principal anmobunt maturing or subject
to mandatory redenption in any year after 4 years fromthe date
of issuance shall not be less than 1/5 of the total principal
anount maturing or subject to nmandatory redenption in any subse-
quent year.

(2) I'n the resolution authorizing the issuance of a nunici-
pal security, the governing body of the nunicipality nay provide
that the nunicipality may purchase nunicipal securities in the
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open nmarket at a price not greater than that payable on the next
redenption date in order to satisfy all or part of the next suc-
ceedi ng schedul ed mandat ory redenpti on.

(3) The governing body of the nunicipality may provide that
sonme or all of the principal anpbunts maturing in any year nay be
redeened at the option of the municipality at the times, on the
terms and conditions, and at the price as provided by resolution
of the governing body, except that a nmunicipality shall not agree
to pay a prem um exceedi ng 3% of the principal anobunt being
redeened.

(4) Al outstanding and authorized municipal securities of a
school district payable out of taxes may be treated as a single
i ssue for the purpose of fixing maturities. Several series of
muni ci pal securities issued under the sane authorization nay be
treated as a single issue for the purpose of fixing maturities.

Sec. 505. The total ampunt of municipal securities secured
by speci al assessnments and pledging the limted tax full faith
and credit of the municipality shall at no tine by reason of
future issues, other than issues of refunding securities, exceed
12% of the assessed val ue of the taxable property in the
municipality. A municipality shall not issue nunicipal securi-
ties secured by special assessnents in any cal endar year in an
anount greater than 3% of the assessed value of the nmunicipality
unl ess aut horized by majority vote of the electors or by a |arger
vote as nay be provided by statute or charter.

Sec. 507. A municipality issuing a nunicipal security in
antici pati on of special assessnents nay, notw thstandi ng any
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charter or ordinance provisions to the contrary, charge a rate of
i nterest on the unpaid bal ance of the special assessnents in
excess of the charter or ordinance limt on the rnunicipal securi-
ty, but not in excess of a rate of nore than 1% above the average
rate of interest borne by the municipal security.

Sec. 509. A municipality may pay interest that accrues on a
muni ci pal security during the first 3 years after the date of
i ssuance of the nunicipal security fromthe proceeds of the sale
of the municipal security. |In addition, a nunicipality nmay
establish a reserve fund, in an anmount not exceedi ng 15% of the
princi pal anount of the nmunicipal security issued fromthe pro-
ceeds of the sale of the nunicipal security which shall be held
solely for the paynment of principal and interest on the nunicipal
security.

Sec. 511. Any county, township, city, or village, by reso-
lution of its governing body and without a vote of its electors,
may i ssue municipal securities for the purpose of funding any
part or all of a county or intercounty drain special assessnent
made agai nst the county, township, city, or village at |arge
under the provisions of the drain code of 1956, 1956 PA 40,

MCL 280.1 to 280.630. A nunicipal security described in this
section shall mature serially, the first annual maturity of which
shall fall due not nore than 2 years fromthe date of issuance
and the | ast of which shall fall due not nore than 10 years from
the date of issuance or not nore than 1 year after the due date
of the last installnent of the special assessnent, whichever is
later. No maturity shall be less than 1/2 of the anmobunt of any
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subsequent maturity. A mnunicipal security issued in accordance
with this section may be issued in 1 or nore series and nmay fund
1 or nore drain special assessnments. The principal anount of a
muni ci pal security that nay be issued under this section shal

not exceed the principal anmobunt of the special assessnents to be
funded under this section. |If any interest is to mature upon the
muni ci pal security prior to the tinme of the next county, town-
ship, city, or village tax collection, then the governing body of
the county, township, city, or village shall make provision for

t he paynent of that anpunt when due. The debt evidenced by a
muni ci pal security issued under this section shall not be

i ncluded within the debt of a township, city, or village for any
statutory or charter debt limtation purpose. No installment or
install ments of a special assessnent shall be funded under this
section unl ess payabl e in advance of the due date or due dates,
and if the drainage district has issued nunicipal securities, an
equal amount of the principal amount of the rnunicipal securities
nmust be redeenable within 90 days fromthe delivery of the nunic-
i pal securities to the purchaser of those nunicipal securities.
The provisions of this part together with the general provisions
of this act shall govern the issuance of a nunicipal security
authorized in this section except where inapplicable or inconsis-

tent with this section. Al nunicipal securities issued under
this section shall be legal and valid, notwi thstanding any ille-
gality in the special assessnents funded by those nuni ci pal

securities.
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Sec. 513. (1) A nunicipality by resolution of its governing
body or by entry into an intergovernnmental contract pursuant to
section 5 of 1951 PA 35, MCL 124.5, or pursuant to an anmendnent
to a contract adopted and nade effective in accordance with the
terms of the contract, and without a vote of its electors, nay
i ncur debt that shall not be considered debt of the municipality
for statutory, charter, or constitutional debt limts, and nay
i ssue munici pal securities secured by a limted tax full faith
and credit pledge for the purpose of either of the follow ng:

(a) Paying prem uns and ot her charges for coverages provided
by a pool established pursuant to 1951 PA 35, MCL 124.1 to
124. 13, or evidencing fixed paynent securities or securities to
make paymnents under specified contingencies pursuant to an inter-
governnmental sel f-insurance pool contract approved by the state
treasurer, which contract is authorized under 1951 PA 35,

MCL 124.1 to 124.13.

(b) Establishing funds, reserves, or accounts in anmounts
determ ned by the municipality to defray | osses for which insur-
ance coverage could be provided by an insurer pursuant to the
i nsurance code of 1956, 1956 PA 218, MCL 500. 100 to 500. 8302, but
for which the municipality has determ ned to self-insure.

(2) Notwi thstanding any provision of this act to the con-
trary, the nmunicipal security issued under this section shall be
i ssued for the period of tine determ ned by the governing body of
the nmunicipality or pursuant to the contract, but not to exceed
30 years.

S00622’ 01 (S-5)



© 00 N O O A W N P

N NN NNNDNNNRERRERERERPRERPRPR PP
N~ O 00N WN P O © 0N O 0o~ WN P O

SB 29, As Passed Senate, May 16, 2001

Senate Bill No. 29 40

(3) A mnunicipal security authorized under subsection (1)(a),
ot her than a nunicipal security to nmake paynents under specified
contingencies, shall not be of a term exceeding the coverage pro-
vided in consideration for receipt of the proceeds of the mnunici-
pal security. A municipal security, other than a muni ci pal
security issued to make paynents under specified contingencies,
may mature annually or be subject to mandatory redenption
requirenents, with the first annual maturity or nmandatory redenp-
tion requirenment to fall due 10 years or less fromthe date of
i ssuance. Annual maturity or redenption requirenments, or a com
bi nati on of both, of a nunicipal security issued under this sec-
tion other than a nunicipal security issued to make paynents
under specified contingencies, after 10 years fromthe date of
i ssuance shall not be | ess than 1/10 of the anmount of any subse-
guent annual maturity or redenption requirenent, or conbination
of both. A nunicipal security issued pursuant to
subsection (1)(b) shall be subject to the provisions of this act
relating to the nunicipal security. A municipal security issued
or incurred under subsection (1)(a) shall be subject to this sec-
tion only and not to any other section or part of this act. The
sel f-insurance pool shall submt for approval by the state trea-

surer a copy of the intergovernnmental contract pursuant to which
a mnunici pal security is to be issued or incurred under
subsection (1)(a) prior to the effectiveness of the nunici pal
security.

Sec. 515. (1) A nunicipality may deliver a municipa
security to this state or the federal governnment for the purpose
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of defraying the whole or part of the cost of purchasing,
acquiring, constructing, inproving, enlarging, extending, or
repairing any water supply or sewage di sposal system or public
bui | di ng or other public inprovenent.

(2) Parts IV, V, and VI do not apply to any municipal secur-
ity delivered to this state or the federal governnent to the
extent the requirenments of this state or the federal governnent
relating to any of the terns of the debt conflict with the provi-
sions of this act.

(3) As used in this section:

(a) "Federal governnent" neans the federal governnent or any
agency of the federal governnent.

(b) "This state" nmeans this state or any departnent, agency,

board, conm ssion, fund, corporation, or authority of this
state.

Sec. 517. (1) A county, city, village, or township may by
resolution of its governing body, and without a vote of its elec-

tors, issue a municipal security to pay the cost of any capital

i nprovenent itens, provided that the anmpbunt of taxes necessary to
pay the principal and interest on that nunicipal security,
together with the taxes levied for the sane year, shall not
exceed the limt authorized by |aw.

(2) If a county, city, village, or township issues a nunici-
pal security under this section, before issuance, the county,
city, village, or township shall publish a notice of intent to
i ssue the municipal security. The notice of intent shall be
directed to the electors of the county, city, village, or

S00622’ 01 (S-5)



© 00 N O O A W N P

N NN NNNDNNNRERRERERERPRERPRPR PP
N~ o 00N WN P O © 0N O 0o~ WN P O

SB 29, As Passed Senate, May 16, 2001

Senate Bill No. 29 42

townshi p, shall be published in a newspaper that has general
circulation in the county, city, village, or township, and shal
state the nmaxi num anount of nunicipal securities to be issued,

t he purpose of the nunicipal securities, the source of paynent,
the right of referendumon the issuance of the nunicipal securi-
ties, and any other information the county, city, village, or
townshi p determ nes necessary to adequately informthe el ectors
of the nature of the issue. The notice of intent shall not be

|l ess than 1/4 page in size in the newspaper. |If, within 45 days
after the publication of the notice of intent, a petition, signed
by not |ess than 10% or 15,000 of the registered el ectors, which-
ever is less, residing within the county, city, village, or town-
ship, is filed with the governing body of the county, city, vil-
| age, or township, requesting a referendum upon the question of

t he i ssuance of the nunicipal securities, then the municipality
shall not issue the municipal securities until authorized by the
vote of a mpjority of the electors of the county, city, village,
or township qualified to vote and voting on the question at a
general or special election. A special election called for this
pur pose shall not be included in a statutory or charter limta-
tion as to the nunber of special elections to be called within a
period of tinme. Signatures on the petition shall be verified by
a person under oath as the actual signatures of the persons whose
nanes are signed to the petition, and the governing body of the
county, city, village, or township shall have the sanme power to
reject signatures and petitions as city clerks under section 25
of the home rule city act, 1909 PA 279, MCL 117.25. The nunber
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of registered electors in the county, city, village, or township
shall be determ ned by the governing body of the county, city,
village, or township.

(3) Municipal securities issued under subsection (1) by a
county, city, village, or township shall not exceed 5% of the
state equalized valuation of the property assessed in that
county, city, village, or township.

PART VI
REFUNDI NG

Sec. 601. (1) Subject to this act, a nunicipality nmay, by
resol uti on or ordi nance adopted by its governing body and wi t hout
a vote of its electors, refund all or any part of its outstanding

securities by issuing refunding securities as described in this
part.

(2) A nmunicipality may issue a refundi ng security whet her
t he outstanding security to be refunded has or has not matured,

is or is not redeemable on the date of issuance of the refunding
security, exceeds the original estimted period of useful ness but
not to exceed the current period of useful ness as determ ned by
the project engineer or architect, or is or is not subject to
redenpti on before maturity.

(3) Arefunding security may be issued in a principal anmount
greater than the principal anmount of the outstanding securities
to be refunded as necessary to effect the refundi ng under the
ref undi ng pl an.

(4) A nmunicipality may use the proceeds of a refunding
security to pay interest accrued, or to accrue, to the earliest
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or any subsequent date of redenption, purchase, or maturity of
the outstanding security to be refunded, redenption premum if
any, and any comm ssion, service fee, and ot her expense necessary
to be paid in connection with the outstanding security to be
refunded. A nmunicipality may al so use the proceeds of a refund-
ing security to pay part of the cost of issuance of the refunding
security, interest on the refunding security, a reserve for the
paynment of principal, interest, and redenption prem uns on the
refundi ng security, and other necessary incidental expenses,
including, but not limted to, placenent fees and fees or charges
for insurance, letters of credit, lines of credit, or comm tnents
to purchase the outstanding security to be refunded.

(5 A municipality may invest the proceeds of a refunding

security as provided in section 607(2).

(6) To the extent provided by the proceedi ngs authori zi ng
the refunding security, principal, interest, and redenption pre-
m unms on the refunding security shall be secured by and payabl e
fromany or all of the follow ng sources:

(a) Taxes or special assessnents pledged for paynment of a
muni ci pal security being refunded.

(b) The proceeds of the refunding security.

(c) The reserve, if any, established for the paynment of the
principal, interest, and redenption prem uns on, the refunding
security or the outstanding security to be refunded.

(d) The proceeds of any insurance, letter of credit, or line

of credit acquired as security for the refunding security.
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(e) The proceeds of any refunding securities issued to
refund the refundi ng security.

(f) Revenues pl edged for the outstandi ng security being
ref unded.

(g) Investnent earnings or profits on any of the sources
described in subdivisions (a) to (f).

Sec. 603. (1) Any outstanding security of a nmunicipality
t hat has been assuned in part by another nunicipality nay be
refunded by the nunicipalities as to their respective

liabilities.
(2) This act shall not be construed to prohibit a rnunicipal -
ity fromrefunding any of its outstanding securities even though

sonme other municipality may be required to contribute to the pay-

ment of those outstanding securities, and that refunding is
her eby expressly authorized. Refunding authorized under this
subsecti on does not relieve any other nmunicipality froma pledge
to make a contribution to the paynent of an outstanding
security.

Sec. 605. The debt evidenced by a refunding security and
the tax | evies used to repay the refunding security shall not be

deened to be within any statutory or charter limtation of tax
rate or of outstanding debt Iimt, but shall be deened to be
authorized in addition to any statutory or charter limtation of
tax rate or outstanding debt limt.

Sec. 607. (1) Money on hand applicable to the retirenent of
out standi ng securities to be refunded, or from proceeds of
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revenues pl edged for these purposes, or both, shall be applied as
provi ded in the authorizing resolution.

(2) The proceeds of a refunding security and other avail abl e
noney nmay be applied to paynent of the principal, interest, or
redenption premuns, if any, on the refunded outstanding securi -
ties at maturity or on any prior redenption date or nay be depos-
ited in trust for use to purchase and deposit in trust direct
obligations of the United States, direct noncal |l abl e and nonpre-
payabl e obligations that are unconditionally guaranteed by the
United States governnent as to full and tinely paynment of princi-
pal and interest, noncall abl e and nonprepayabl e coupons fromthe
above obligations that are stripped pursuant to United States
treasury prograns, and resolution fundi ng corporation bonds and
strips, the principal and interest on which when due, together
wi th ot her avail able noney, will provide funds sufficient to pay
principal, interest, and redenption premuns, if any, on the
ref unded out standi ng securities as the refunded outstandi ng
securities beconme due, whether by maturity or on a prior redenp-
tion date, as provided in the authorizing resolution.

(3) The pledge and covenants of a nunicipality related to
ref unded out standi ng securities for which the nunicipality has
deposited in trust proceeds of a refunding security and ot her
avai |l abl e noney as described in subsection (2) is considered to
have been fully and | egally perfornmed and def eased.

Sec. 609. A refunding security issued to refund nunici pal
securities issued under the terns of the drain code of 1956, 1956
PA 40, MCL 280.1 to 280.630, shall be of the sane character as
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t he refunded outstandi ng munici pal security and shall be
construed to be a continuation of the refunded outstandi ng nuni c-
i pal security. Also, a refunding security issued to refund an
out standi ng nuni ci pal security secured by an unlimted tax ful
faith and credit pledge shall be secured by an unlimted tax ful
faith and credit pledge. Al other refunding securities issued
under this part shall be secured by a limted tax full faith and
credit pledge of the issuing municipality.

Sec. 611. (1) Except as provided in section 515 or subsec-
tion (2), a municipality shall not refund all or any part of its
out standi ng securities by issuing a refunding security unless the
net present value of the principal and interest to be paid on the
refundi ng security, including the cost of issuance, is |ess than
the net present value of the principal and interest to be paid on
t he outstanding security being refunded as cal cul ated using a
nmet hod approved by the departnent.

(2) A nmunicipality may, under procedures established by the
departnment, obtain an exception fromthe requirenents of
subsection (1) if the departnment deternm nes a reasonabl e basis
for that exception exists. As used in this subsection, reason-
abl e basis nmeans 1 or nore of the follow ng:

(a) The refunding is required by a state or federal agency.

(b) The refunding is necessary to reduce or elimnate
requi renents of ordi nances or covenants applicable to the exist-

i ng outstandi ng security.
(c) The refunding is necessary to avoid a potential default

on an outstandi ng security.
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(d) The refunding of a short-term nunicipal security issued
under section 413.

Sec. 613. Refunding securities are not subject to section
503(1), (2), and (3).

PART VI |
TAX LEVIES, DEBT RETI REMENT, AND S| NKI NG FUND

Sec. 701. (1) Subject to subsection (3), if a nunicipality
has muni ci pal securities outstanding, or with the approval of its
el ectors has authorized the issuance of nunicipal securities to

be paid fromcollections of its next tax levy, an officer or

of ficial body charged with a duty in connection with the determ -
nati on of the amount of the next taxes to be raised or with the

| evyi ng of the next taxes, shall include all of the following in
t he amount of taxes |evied each year

(a) An anmount such that the estimted collections will be
sufficient to pronptly pay, when due, the interest on all nunici-
pal securities and the portion of the principal falling due
whet her by maturity or by mandatory redenption before the tinme of
the follow ng year’s tax collection.

(b) An armount, if there are outstandi ng nandatory redenption
refundi ng securities, sufficient to provide the sumrequired to
be deposited, by the ordinance or resolution authorizing the
i ssue, into the sinking fund for that purpose before the tinme of
the follow ng year’s tax collection.

(c) An armount, if there are outstanding nandatory redenption
muni ci pal securities other than refunding securities not required
to be redeened in annual anounts before the maturity of the
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out standi ng nandatory redenption mnunicipal securities, that if
deposited annually into a sinking fund will, with the existing
sinking fund pertaining to the municipal securities and the

i ncrenment of the municipal securities, be sufficient to pay the
muni ci pal securities at maturity.

(2) Subsection (1) does not limt the anmount required to be
levied in a year for the purposes prescribed in that subsection,
by the ternms of an ordi nance or resolution authorizing the issu-
ance of the nunicipal securities.

(3) If the municipal securities were authorized or issued
bef ore Decenber 23, 1978, or were approved by the electors of a
municipality, the nunicipality shall levy the full amount of

taxes required by this section for the paynent of the nunicipal
securities without limtation as to rate or anmpunt and in addi-
tion to other taxes that the municipality may be authorized to
l evy. |If the nmunicipal securities were authorized or issued by a
municipality after Decenber 22, 1978, and were not approved by
the electors of the nmunicipality, the municipality shall set
asi de each year fromthe levy and collection of ad val oremtaxes
as required by this section as a first budget obligation for the
paynment of the municipal securities. However, the ad val orem
taxes shall be subject to applicable charter, statutory, or con-
stitutional rate limtations.

(4) If there is surplus noney on hand for the paynent of
principal or interest at the tine of making an annual tax |evy,
and provi sion has not been nade in the authorizing resolution for
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the disposition of that noney, the annual |evy for principal or
i nterest shall be adjusted to reflect avail abl e funds.

(5) Money remaining in a debt retirenent fund fromthe |evy
of a tax or an account within a debt retirenent fund fromthe
|l evy of a tax after the retirement of all nunicipal securities
payabl e fromthat fund shall be used to pay any other outstanding
muni ci pal securities of the municipality. After all other out-
st andi ng muni ci pal securities of the nmunicipality are paid, noney
remaining in a retirement fund shall be deposited in the general
fund of the municipality.

(6) As taxes are collected, there shall be set aside that
portion of the collections that is allocable to the paynent of
the principal and interest on the municipal securities. The por-
tion set aside shall be divided pro rata anong the various sink-
ing funds and debt retirenment funds in accordance with the anount
| evied for that purpose. Tax collections paid into a debt
retirement fund, if the fund is for the paynment of nore than 1
i ssue of nunicipal securities, shall be allocated on the books
and records of the nunicipality between the various issues in
accordance with the anounts |evied for that purpose.

(7) An officer who willfully fails to performduties
required by this section is personally liable to the nunicipality
or to a holder of a municipal security for |oss or damage ari sing
fromhis or her failure.

Sec. 705. (1) Debt retirement funds, except in the case of
a comon debt retirement fund maintained by a school district
pursuant to section 1223 of the revised school code, 1976 PA 451,
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MCL 380. 1223, shall be accounted for separately and, debt

retirement funds, except as provided in section 701(5), shall be

used only to retire the nunicipal securities of the municipality

for which the debt retirement fund was created. Debt retirenent

funds created for the foll owi ng categories of debt evidenced by a

muni ci pal security may be pool ed or conbined for deposit or

i nvest ment purposes only with other debt retirenent funds created

for the sane category of debt evidenced by a nunicipal security:
(a) Voted debt.

(b) Nonvoted debt, other than special assessnment debt.

(c) Special assessnent debt.

(2) When any municipality conpletes the retirement of a debt
evi denced by a nunici pal security or accunul ates sufficient funds
in the debt retirenment fund for the retirenent of the debts evi-
denced by a nunicipal security, the governing body of the nunici-
pality shall certify that the debt evidenced by a muni ci pal
security is retired or that the debt retirenent fund is of suffi-
cient ampunt to retire the debt evidenced by a nunicipal security
to the county treasurer of the county in which the municipality
is located, and the county treasurer shall no | onger be required
to recognize a levy for the debt or municipal security issue.

Sec. 707. Any municipality issuing a nandatory redenption
refundi ng security under the provisions of part VI shall provide
a sinking fund or funds for the retirenent of the refunding
security, and there shall be deposited in each sinking fund annu-
ally an amount sufficient to pay the principal of that refunding
security at or before maturity. All sinking fund noney for the
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retirement of a refunding security shall be accounted for
separately and shall be used only for the paynent or purchase of
the refundi ng security.
CHAPTER VI |

Sec. 801. This act takes effect March 1, 2002.

Sec. 803. (1) The following are repeal ed effective March 1,
2002:

(a) Chapters I, IIl, IV, V, VI, VII, VIIl, and | X of the
muni ci pal finance act, 1943 PA 202, MCL 131.1 to 132.4 and 134.1

to 139. 3.

(b) Sections 1 to 9 and sections 12 to 15 of chapter 111 of
t he nunicipal finance act, 1943 PA 202, MCL 133.1 to 133.9 and
133.12 to 133.15.

(2) The rmunicipal finance act, 1943 PA 202, 133.10 to
133. 11, is repealed effective April 30, 2002.

Sec. 805. The administrative rules of the nunicipal finance
division are repeal ed effective March 1, 2002.

Sec. 807. Al orders granting exceptions from prior
approval of debts or securities issued by the departnent shal
continue in force and effect until the expiration date expressly
contained in the order. The terns of the mnunicipal finance act,
1943 PA 202, MCL 131.1 to 139.3, shall apply with respect to any
security issued pursuant to an order of the departnent that was
i ssued before May 1, 2002.

Sec. 809. Al orders approving the issuance of securities
i ssued by the departnent shall continue in force and effect until
Cct ober 31, 2002. The terns of the nunicipal finance act, 1943
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PA 202, MCL 131.1 to 139.3, shall apply with respect to any
security issued pursuant to an order of the departnent that was
i ssued before May 1, 2002.

Sec. 811. Except as provided by sections 807 and 809, sec-
tion 303 replaces and reenacts sections 10 and 11 of chapter 1|1
of the municipal finance act, 1943 PA 202, MCL 133.10 and
133. 11.

Sec. 813. Except as provided by sections 807 and 809, sec-
tion 319 replaces and reenacts section 15 of chapter |11l of the
muni ci pal finance act, 1943 PA 202, MCL 133.15.

Sec. 815. Any security that, by the terns of the act that
authorizes its issuance, is exenpt fromthe terns of the nunici-
pal finance act, 1943 PA 202, MCL 131.1 to 139.3, is exenpt from

the ternms of this act.

Sec. 817. Except as provided by sections 807 and 809, sec-
tion 305 replaces and reenacts section la of chapter |1l of the
muni ci pal finance act, 1943 PA 202, MCL 133. 1la.

Sec. 819. Any securities previously issued under or in
accordance with the authority contained in the nunicipal finance
act, 1943 PA 202, MCL 131.1 to 139.3, are hereby validated.

Sec. 821. (1) Beginning March 1, 2002 and ending April 30,
2002, a nmunicipality planning to i ssue a nunicipal security nmay
do either of the follow ng:

(a) Seek approval or exception from prior approval of the
muni ci pal security fromthe departnent in accordance with sec-
tions 10 and 11 of chapter 111 of the municipal finance act, 1943
PA 202, MCL 133.10 and 133.11.
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(b) Seek qualified status in accordance with section 303, by
filing a qualifying statenment referencing the nost recent audit
report of the nmunicipality previously filed with the departnent
prior to the effective date of this act, or if not previously
tinely filed, by attaching a copy of the audit report for the
nost recently conpleted fiscal year for which an audit has been
conpl et ed.

(2) I'f amunicipality elects to seek qualified status as
described in subsection (1) during the period between March 1,

2002 and May 1, 2002, the departnment shall determne within 30
busi ness days of receipt of the qualifying statenment whether the
municipality conplies with the requirenents of section 303(3).

If the departnent determnes that the municipality conplies with
t he provisions of section 303(3) or if the departnment fails to
notify the nunicipality of its determ nation under this subsec-
tion within 30 busi ness days of receipt of the qualifying state-
ment, the municipality may proceed to issue nunicipal securities
in accordance with this act w thout further approval fromthe
departnment until 30 business days after the next qualifying
statenent is due or received by the departnent, whichever occurs
first.

(3) If amunicipality is not granted qualified status pursu-
ant to subsection (2), or if a municipality does not file a qual-
ifying statenment as described in subsection (1), the nunicipality
shall conply with section 303(7) for each municipal security
i ssued until the municipality obtains qualified status based on
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1 the audit report and qualifying statenment next duly filed by the
2 municipality in accordance with section 3083.
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