HOUSE BILL No. 4009
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HOUSE BILL No. 4009

January 25, 2001, Introduced by Rep. Jelinek and referred to the Committee on Appropriations.

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

THE PEOPLE OF THE STATE OF M CH GAN ENACT:

Sec. 2a. (1) The state treasurer may invest surplus funds
under the state treasurer's control in certificates of deposit or
other instruments of a financial institution qualified under this
act to receive deposits or investnents of surplus funds. In
addition to terns that may be prescribed in the investnment agree-

ment by the state treasurer, an investnent under this section
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shal | be subject to all of the follow ng conditions and
restrictions:

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

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

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

(d) To the extent the financial institution has not nmade
qualified agricultural |oans as defined by subsection (9)(a)(i)
in an ampunt at |east equal to the anpbunt of the investnent
within 90 days after the investnent, the rate of interest payable
on that portion of the outstanding investnent shall be increased
to a rate of interest provided in the investnment agreenent, wth
the increase in the rate of interest applied retroactively to the
date on which the state treasurer invested the surplus funds.

(e) For a qualified agricultural |oan as defined by subsec-
tion (9)(a)(ii), the investnent agreenent shall provide that the
financial institution does not have to repay any principal within

the first 3 years after which the investnment is made unl ess the
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3
investnment is no |longer being used to nake a qualified
agricultural |oan as defined by subsection (9)(a)(ii), or to the
extent the qualified agricultural |oan has been repaid.

(f) For a qualified agricultural |oan as defined by subsec-

tion (9)(a)(ii), —eof—f+++)5— the investnent agreement may i ncl ude
incentives for the early repaynment of the investnment and for the
accel eration of paynents in the event of a state cash shortfal
as prescribed by the investnent agreenent.

(2) An investnent nmade under this section is found and
decl ared to be —for— a valid public purpose.

(3) The attorney general shall approve docunentation for an
i nvestment pursuant to this section as to |egal form

(4) Until June 30, 1988, the aggregate anount of investnents
made pursuant to this section shall not exceed $349, 000, 000. 00.
Begi nning July 1, 1988, the aggregate anopunt of investnents nade
and outstanding pursuant to this section shall not exceed
$210, 000, 000. 00, except that not nore than $10, 000, 000. 00 of that
aggregate amount shall be all ocated under FORVER subsection
(9)(a)(iii). NOTW THSTANDI NG ANY OTHER PROVI SION OF THI S SECTI ON
AND BEG NNI NG ON THE EFFECTI VE DATE OF THE AMENDATORY ACT THAT
ADDED THI S SENTENCE AND UNTI L DECEMBER 31, 2007, THE AGGREGATE
AMOUNT OF ANY ADDI TI ONAL | NVESTMENTS MADE BY THI S SECTI ON SHALL
NOT EXCEED $25, 000, 000. 00.

(5) Earnings from an investnent nmade pursuant to this sec-
tion which are in excess of the average rate of interest earned
during the sane period on other surplus funds, other than surplus

funds invested pursuant to section 1 or 2, shall be credited to
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the general fund of the state. |If interest from an investnent
made pursuant to this section is below the average rate of inter-
est earned during the sane period on other surplus funds, other
than surplus funds invested pursuant to section 1 or 2, the gen-
eral fund shall be reduced by the anobunt of the deficiency on an
anortized basis over the remaining termof the investnent. A
| oss of principal froman investnment nmade pursuant to this sec-
tion shall reduce the earnings of the general fund by the anpunt
of that loss on an anortized basis over the remaining termof the
i nvest nent .

(6) A newinvestnment to which a qualified agricultural |oan
as defined by subsection (9)(a)(ii) is attributed shall not be

made pursuant to this section after —Junre—36,—31987— OCTOBER 1,

2007, and shall not be nmade with a term which extends beyond

January 1, —3997+ 2012. -Antnvestrent—towhitch—aguat+ited

Jure—28—31992— THE TERVS OF THE QUALI FI ED AGRI CULTURAL LOAN AS
DEFI NED BY SUBSECTI ON (9) (A)(ii) SHALL PROVI DE THAT LOW | NTEREST
LOANS UNDER THI S SECTI ON BE ACCOMPANI ED BY A PROOF OF LOSS, BE
FOR A TERM NOT LESS THAN 5 YEARS BUT NOT MORE THAN 10 YEARS
COVER NOT MORE THAN 65% OF THE PROVEN LOSS, AND BE ACCOMPANI ED BY
PROOF OF INELIG BILITY FOR FEDERAL AID. An investnent to which a
qualified agricultural |oan as defined by subsection (9)(a)(i) is
attributed shall not be nade with a term extendi ng beyond

—Jufe—268,—1988— OCTOBER 1, 2012
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(7) The conm ssioner shall nonitor the conpliance of a
financial institution in which the state treasurer has nmade an
i nvestment pursuant to this section with the terns of the invest-
ment agreenent and this act. For each investnent, the comm s-
sioner shall certify the extent of conpliance with subsection
(1) (b) for the purpose of subsection (1)(d) and subsection
(9)(a)(ii) and —+++)— FORMER SUBSECTION (9) (A)(iii) and shal
periodically report those and other findings to the state
treasurer.

(8) Before October 1, —3987 2004, the state treasurer shal
prepare separate reports to the |egislature regarding the dispo-
sition of noney invested for purposes of qualified agricultural
| oans as defined by subsection (9)(a)(i) and for qualified agri-
cultural |oans as defined by subsection (9)(a)(ii) and —++)r
FORMVER SUBSECTION (9)(A)(iii). The reports for each type of |oan
shall include all of the follow ng information:

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

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

(c) The nane of each financial institution participating in
the | oan program and the anmount invested in each financial insti-
tution for purposes of such | oan program

(d) The inforrmation reported to the state treasurer by the
conmm ssi oner under subsection (7).

(9) As used in this section:

(a) "Qualified agricultural |oan" nmeans 1 or nore of the

foll ow ng types of |oans, as applicable:
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(i) Until —Jure—36,—1988— OCTOBER 1, 2007, a loan to a
natural or corporate person who is engaged as an owner - oper at or
of a farmin the production of agricultural goods as defined by
section 35(1)(h) of the single business tax act, —Act—No—228—of

I o : e . . ol b
Corptted—taws— 1975 PA 228, MCL 208. 35, who is experiencing
financial stress and difficulty in nmeeting existing or projected
debt obligations owed to financial institutions DUE TO AN AGRI -
CULTURAL DI SASTER AS DECLARED BY THE GOVERNOR at rates comensu-
rate with rates charged by financial institutions for |oans of
conparable type and terns at the tinme the loan is to be nade, and
who certifies to the financial institution that the
owner -operator will not have nore than $100, 000. 00 i n outstandi ng
| oans ot herw se considered qualified agricultural |oans under
t hi s subparagraph, including the loan for which the
owner-operator is applying. A qualified agricultural |oan under
t hi s subparagraph may be made for 1 or nore of the follow ng
pur poses:

(A) If necessary for the continuance of the operation of the
farm through the crop year during which the loan is nade, repair
of agricultural equipnment or machinery.

(B) If necessary for the continuance of the operation of the
farm through the crop year during which the loan is nade, the
purchase of used repl acenent equi pnment or nmachinery to the extent
the person is not eligible for a loan for this purpose fromthe
M chigan fam ly farm devel opment authority created under the

M chigan fam |y farm devel opnent act, —Aet—No—220—of—thePubt+e
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;
Acts—of—1982,—being——sections—285251+to0285-279%—of theMechtgan
Conptted—taws— 1982 PA 220, MCL 285.251 TO 285. 279.

(C) Operating capital FOR A DAI RY OPERATI ON i ncl udi ng, but
not limted to, capital necessary for the rental of equipnment or
machi nery and the purchase of seed, feed, |ivestock, breeding
stock, fertilizer, fuel, and chem cals.

(D) Refinancing all or a portion of a |loan entered into
bef ore —Juty—316—23985— OCTOBER 1, 2007 for a purpose identified
i n SUB- SUBPARAGRAPHS (A) to (C) . —-ef—thts—stubparagraph—

(ii) Aloan to an individual, sole proprietorship, partner-
ship, corporation, or other legal entity that is engaged and
intends to remain engaged as an owner-operator of a farmin the
production of agricultural goods as defined by section 35(1)(h)
of the single business tax act, —Aet—No—228—o6f—thePubtieActs
of—31945—betrnrg—seetion—268-35—of—theMechtgan—Corptted—taws— 1975
PA 228, MCL 208. 35, who has suffered a 25% or nore | oss in mgjor
enterprises or a 50% or nore production loss in any 1 crop DUE TO
AN ACRI CULTURAL DI SASTER on a farmlocated in this state, as
DECLARED BY THE GOVERNOR AND AS certified by the —agrieutturat
stabtH—zat+on—antd—conservati-on—Sserviee—or—the—departrent—of
treastry— M CH GAN DEPARTMENT OF AGRI CULTURE BASED UPON PROOF
PRESENTED BY THE OANER- OPERATOR. If eligible for a grant under

the federal -—payrent—t+a—kintd—asststance—+aw— EMERGENCY LOAN

PROGRAM t he owner - oper at or —shatH+—FH++st—appty— | S | NELI G BLE f or

a grant —iA—the—faxi-rtm-afreun ot h—the—owrer—operator—ray
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have—recetrved—adetermnation—as—to—the—grant— UNDER TH S
SECTI ON.

(b) "Surplus funds" nmeans, at any given date, the excess of

cash and ot her recogni zed assets that are expected to be resol ved
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into cash or its equivalent in the natural course of events and
with a reasonable certainty, over the liabilities and necessary
reserves at the sanme date.

(c) "Financial institution” includes, but is not limted to,
ENTI TIES OF THE FARM CREDI T SYSTEM a production credit associ a-
tion, a federal |and bank association, or a bank for
cooperatives. For purposes of this section, ENTITIES OF THE FARM
CREDI T SYSTEM a production credit association, or a bank for
cooperatives may be qualified as a financial institution eligible
to receive an investnment under this section notw thstandi ng that
its principal office is not located in this state if the proceeds
of the investnment will be commtted to qualified agricultural

loans in this state.
(d) "Corporate person"” or "corporation" neans ——except—n

I Lt el Ly I b
tA)t+++)— a corporation in which a mgjority of the corporate

stock is owned by persons operating the farmapplying for a

| oan.
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(10) A qualified agricultural |oan as defined by subsection

(9)(a)(ii) shall be equal to NOT MORE THAN 65% OF t he val ue of

the crop loss as certified by the —agreutturat——stabitization—and
conservatt+on—serviee— M CH GAN DEPARTMENT OF AGRI CULTURE but

crop | oss. —mnaus—the—anrpunt—of—any— A PERSON RECEI VI NG A gr ant

under the federal -—payrent—tn—kine—asststancetawor—+nstrance

1
2
3
4
5 shall not exceed the |esser of $200,000.00 or the value of the
6
7
8
9

erop—+oss— EMERCENCY LOAN PROGRAM IS | NELI G BLE FOR A LOAN UNDER
10 TH'S SECTI ON

22 (11) 32— The financial institutions participating in the
23 | oan program pursuant to subsection (9)(a)(i) — OR (ii) —ot
24 ++i+)— shall have the option of making state subsidized |oans to
25 farmers before —June—36,—1988—or—tobusthesses—deseritbed—+a——Sub—

26 seetien—{9{ar{i—beforeJure—36—1987— OCTOBER 1, 2007, with

27 terms approved by the state treasurer by using their existing
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deposits for the |oans and receiving fromthe state treasurer an
amount not to exceed the |esser of the follow ng:

(a) The interest that would be charged by a financial insti-
tution on an anmount equal to 100% or nore of the qualified agri-
cultural loan as determ ned by the departnment of treasury if the
distribution provided by this subsection is not appropriated.

(b) The interest that would have been earned on an anount
equal to 100% or nore of the qualified agricultural |oan as
determ ned by the departnent of treasury if the rate charged for
each quarter the loan is outstanding were equal to the average
rate earned by the state during that quarter on surplus funds
ot her than those invested pursuant to sections 1 and 2 and this
section.

(12) —13)— There is hereby appropriated an anount suffi-
cient to nmake the distributions required under subsection —(32)y
(11) in the —3986-874 2001-02 fiscal year for not to exceed
—$216,-666-060-0606— $25, 000, 000.00 in qualified agricultural
| oans. For each qualified agricultural loan for which a distri-
bution is made pursuant to subsection —(2— (11), the maxi mum
anount of investnents authorized by subsection (4) shall be
reduced by an anmpbunt equal to 100% or nore of the qualified agri-
cultural loan, as determ ned by the departnent of treasury, for
which a distribution is made pursuant to subsection (32— (11).

(13) 14— Any noney for purposes of qualified agricultural
| oans as defined by subsection (9)(a)(ii) that has not been
invested by the state treasurer by —Jtne—36—31987+ OCTOBER 1,

2007, shall increase the maxi mum anount avail abl e under this
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section for qualified agricultural |oans as defined by subsection
(9)(a)(i).
(14) (15— The state treasurer nmay take any necessary
action to ensure the successful operation of this section,
i ncludi ng making investnments with financial institutions to cover
the adm nistrative and risk-related costs associated with a qual -

ified agricultural | oan.

(15) AFTER AN AGRI CULTURAL DI SASTER IS DECLARED BY THE GOV-
ERNOR, THE DEPARTMENT OF AGRI CULTURE SHALL ESTABLISH A TI ME
PERI OD DURING WHICH I T WLL CONSI DER AND CERTI FY LOSSES FOR LOANS
UNDER THI S SECTI ON. THE FUNDS SHALL BE DI SBURSED NOT LATER THAN
6 WEEKS AFTER THE CERTI FI CATI ON DEADLI NE HAS PASSED
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