SENATE BILL No. 965
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SENATE BILL No. 965

December 13, 2001, Introduced by Senator EMMONS and referred to the Committee on
Finance.

A bill to amend 1933 PA 94, entitled
"The revenue bond act of 1933,"
by amendi ng sections 3, 12, 16, 22, 24, 26, 27, 28, and 30 (MCL
141. 103, 141.112, 141.116, 141.122, 141.124, 141.126, 141.127,
141.128, and 141.130), section 3 as anended by 1992 PA 305, sec-
tions 12 and 27 as anended by 1985 PA 26, sections 16, 28, and 30
as anmended by 1983 PA 76, and section 24 as anended by 1988 PA
228.

THE PEOPLE OF THE STATE OF M CHI GAN ENACT:

Sec. 3. As used in this act:

(a) "Public corporation” neans a county, city, village,
townshi p, school district, port district, or netropolitan dis-
trict of the state or a conbinati on —thereof— OF THESE i f
authorized by law to act jointly; an authority created by or

under an act of the legislature; or a nmunicipal health facilities
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corporation or subsidiary nmunicipal health facilities corporation

I ncorporated as provided in the nunicipal health facilities cor-

porations act, —Act—No—230of thePublHcActs—of 1987 being

sect+ons—3311101—t03311507of theM-chigan—Conpited—tanws— 1987
PA 230, MCL 331.1101 TO 331.1507.

(b) "Public inmprovenents” nmeans only the follow ng
I nprovenents: housing facilities; garbage disposal plants; rub-
bi sh di sposal plants; incinerators; transportation systens,
i ncluding plants, works, instrumentalities, and properties used
or useful in connection with those systens; sewage di sposal sys-
tens, including sanitary sewers, conbined sanitary and storm
sewers, plants, works, instrunmentalities, and properties used or
useful in connection with the collection, treatnent, or disposal
of sewage or industrial wastes; stormwater systens, including
storm sewers, plants, works, instrunentalities, and properties
used or useful in connection wth the collection, treatnent, or
di sposal of stormwater; water supply systens, including plants,
wor ks, instrunentalities, and properties used or useful in con-
nection wth obtaining a water supply, the treatnment of water, or
the distribution of water; utility systens for supplying Iight,
heat, or power, including plants, works, instrunentalities, and
properties used or useful in connection with those systens;
approved cabl e tel evision systens, approved cabl e conmunication
systens, or telephone systens, including plants, works, instru-
mentalities, and properties used or useful in connection with
those systens; autonobile parking facilities, including within or

as part of the facilities areas or buildings that my be rented
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or leased to private enterprises serving the public; yacht
basi ns; harbors; docks; wharves; termnal facilities; elevated
hi ghways; bridges over, tunnels under, and ferries across bodies
of water; conmmunity buildings; public whol esale markets for farm
and food products; stadiuns; convention halls; auditoriuns; dor-
mtories; hospitals and other health care facilities; buildings
devoted to public use; nuseuns; parks; recreational facilities;
reforestation projects; aeronautical facilities; and marine rail -
ways; or any right or interest in or equipnent for these
I nprovenents. The term "public inprovenent” neans the whole or a
part of any of these inprovenents or of any conbination of these
| nprovenents or any interest or participation in these inprove-
ments, as determ ned by the governing body. The definition con-
tained in this subdivision does not broaden or enlarge the extent
of a particular public inprovenent made by a public corporation.

(c) "Borrower"™ means a public corporation exercising the
power to issue bonds as provided in this act.

(d) "Governing body" neans for a county, the board of com
m ssioners; for a city, the body having | egislative powers; for a
vill age, the body having | egislative powers; for a township, the
townshi p board; for a school district, the board of education;
for a port district, the port conm ssion; for a netropolitan dis-
trict, the legislative body of the district; for a mnunicipal
health facilities corporation, the board of trustees; for a non-
profit subsidiary nunicipal health facilities corporation, the
nonprofit subsidiary board; and for an authority, the body in

which is | odged general governing powers. |f the charter of a
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public corporation or applicable | aw provides that a separate
board has general nmanagenent over a public inprovenent,
"governi ng body" nmeans, wth respect to that public inprovenent,
the separate board, subject to review by the | egislative body of
the public corporation as the charter or |aw may provide. Unless
the charter or |aw specifically provides otherw se, the separate
board shal |l adopt the bond authorizing ordi nance, but shall not

pl edge full faith and credit.

(e) "Rates" neans the charges, fees, rentals, and rates that
may be fixed and inposed for the services, facilities, and com
nodities furnished by a public inprovenent.

(f) "Revenues" neans the incone derived fromthe rates
charged for the services, facilities, and commodities furnished
by a public inprovenent. Revenues include, to the extent pro-
vided in the authorizing ordi nance, earnings on investnent of
funds of the public inprovenent and ot her revenues derived from
or pledged to operation of the public inprovenent.

(g) "Net revenues" neans the revenues of a public inprove-
ment remai ning after deducting the reasonabl e expenses of adm n-

I stration, operation, and mai ntenance of the public inprovenent.

(h) "Project cost" or "costs" neans the costs of purchasing,
acquiring, constructing, inproving, enlarging, extending, or
repairing a public inprovenent, including any engi neering, archi-
tectural, legal, accounting, financial, and other expenses inci-
dent to the public inprovenent. Project costs include interest
on the bonds, and other obligations of the borrower issued to pay

project costs, during the period of construction and until ful
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revenues are devel oped. Project costs include a reserve or
addition to a reserve for paynment of principal and interest on
t he bonds and the anount required for operation and nai ntenance
until sufficient revenues have devel oped.
(i) "Odinance" neans an ordi nance, resolution, or other
appropriate | egislative enactnment of the governing body of a

public corporation.

(J) —k)— "Approved cable television systent or "approved

cabl e communi cati on systent neans a cable television or conmuni -
cation systemto which 1 of the foll ow ng applies:

(1) A municipality acquires or establishes the systemeither
bef ore January 1, 1987 or before a systemis established in that
muni cipality by a private person.

(i) A municipality acquires or establishes the system after
a systemis established in that nunicipality by a private person
and after approval by a majority of the electors in the affected
area of that nmunicipality voting on the question of the sale of
revenue bonds to finance the acquisition or establishnent of the
muni ci pal system

Sec. 12. (1) Bonds issued under this act may be sold at a
di scount but may not be sold at a price —whieh— THAT woul d nake
the interest cost on the noney borrowed after deducting any

prem um or addi ng any di scount exceed 10% per annum or the
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maxi mumrate permtted by the REVI SED nunici pal finance act, —Act

1311+t o 1393 of theM-chigan—Conpited—taws;— 2001 PA 34, MCL
141. 2101 TO 141. 2821, whichever is greater, and nmay bear a stated

rate of interest or no rate of interest.
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(2) A PUBLI C CORPCRATI ON MAY SELL BONDS AT A COWPETI TI VE
SALE OR A NEGOTI ATED SALE AS DETERM NED I N THE AUTHORI ZI NG
ORDI NANCE. | F A PUBLI C CORPORATI ON DETERM NES TO SELL A BOND AT
A NEGOTI ATED SALE, THE GOVERNI NG BODY SHALL EXPRESSLY STATE THE
METHOD AND REASONS FOR CHOOSI NG A NEGOTI ATED SALE | NSTEAD OF A
COMPETI TI VE SALE | N THE RESOLUTI ON OR ORDI NANCE AUTHORI ZI NG THE
| SSUANCE OR SALE OF THE BONDS

(3) BONDS SOLD AT PUBLI C SALE SHALL NOT BE SOLD UNTI L NOTI CE
BY PUBLI CATI ON AT LEAST 7 DAYS BEFORE THE SALE | N A PUBLI CATI ON
PRI NTED | N THE ENGLI SH LANGUAGE AND Cl RCULATED IN THI S STATE THAT
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CARRI ES AS A PART OF I TS REGULAR SERVI CE NOTI CES OF THE SALE OF
MUNI CIl PAL BONDS AND THAT HAS BEEN APPROVED BY THE DEPARTMENT OF
TREASURY AS A PUBLI CATI ON COMPLYI NG W TH THESE QUALI FI CATI ONS.
APPROVAL OF THE PUBLI CATI ON BY THE DEPARTMENT OF TREASURY | S CON
CLUSI VE OF THE QUALI FI CATI ONS OF THE PUBLI CATI ON FOR THE | NSER-
TI ON OF THE NOTI CE.

Sec. 16. Mdney received fromthe sale of bonds shall be
used solely for the paynent of project costs. An unexpended bal -
ance of the proceeds of the sale of any bonds remaining after the
conpl etion of the project for which issued, may be used for the
| mprovenent, enlargenent, or extension of the public inprovenent,
If the use is approved by the departnent of treasury. Any
remai ni ng bal ance shall be paid imediately into the bond and
I nterest redenpti on —fund— ACCOUNT for the bonds, and the noney
shall be used only for neeting bond reserve requirenents or for
the redenption or purchase, at not nore than the fair market
val ue, of outstandi ng bonds of the issue fromwhich the proceeds
were derived. Bonds acquired by purchase shall be cancel ed and
shall not be reissued. Each ordinance shall state the period for
which interest is to be capitalized, and the anobunt of reserves
to be funded fromthe bonds. Upon receipt of the proceeds of the
bonds, there shall be set aside, in the bond and interest redenp-
tion —fund— ACCOUNT, the anmpunt of interest —whiech— THAT w ||
accrue during the period at the interest rate specified in the
bonds and the amount required to be —deposited— SET ASIDE in the

reserve account. Mney set aside shall be used solely for the
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paynment of the capitalized interest or credited to the reserve
account.
Sec. 22. (1) In the authorizing ordi nance the governing
body of the borrower shall —pltedge— PROVI DE THAT the revenues of

fot-ows— BE ACCOUNTED FOR SEPARATELY FROM THE OTHER FUNDS AND
ACCOUNTS OF THE BORROVER | N THE FOLLOW NG ORDER OF RECORDED

PRI ORI TY:
(a) —€ oy : I . ot b
be—fi+rst—set—astde—a—sum—sufficrent—to—provide— AFTER PROVI SI ON

for the paynment for the next succeeding period of all current

expenses of admi nistration —— AND operati on —— and —such— THE
current expenses for —stuech— THAT period for maintenance as may be
necessary to preserve the public inprovenent in good repair and
wor ki ng order. —This—fund—shal-t—be—designated—operation—and
marntenance—fund——

(b)
there— THERE shall be next set aside a sumsufficient to provide

for the paynent of the principal of and the interest upon al
bonds payabl e —therefrom- FROM THOSE REVENUES, as and when the
—safre— BONDS becone due and payable. This —fund— ACCOUNT shal
be designated "bond and interest redenpti on —fund—— ACCOUNT".
In the event that the revenues of any operating year over and

above those necessary for the operation and nmai ntenance —fund,—
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EXPENSES shal|l be insufficient to pay the principal of and
I nterest on the bonds maturing in any —sueh— operating year, then
an addi tional anount sufficient to pay —sueh— THE princi pal and
I nterest shall be set aside out of the revenues of the next suc-
ceedi ng operating year, after —the—settingastde—of—the—-operation
and—rraintenance—fund— PROVI SI ON FOR THE EXPENSES OF OPERATI ON AND
MAI NTENANCE. I n respect to the allocation and use of —moneys—
MONEY i n —satd— THE bond and interest redenption —fund— ACCOUNT
due recognition shall be given as to priority rights, if any,
between different issues or series of outstanding bonds. The
public corporation may provide by ordi nance that a reasonabl e
excess anmount shall be set aside in the bond and interest redenp-
tion —fund— ACCOUNT fromtinme to tine so as —thereby— to produce

and provide a reserve to neet any possible future deficiencies.

(c)
NEXT there shall be —mext— set aside, in the manner and priority

provi ded by the ordi nance, the sumor suns necessary for —such—
THE addi ti onal
fray—estabtHsh— ACCOUNTS AS MAY BE REQUI RED.

(2) Revenues remaining in the receiving fund, after satis-
faction of —the—above— SUBSECTION (1), at the end of any operat-
I ng year shall be —deered—to—be— CONSI DERED surplus and shall be
di sposed of by the governing body as —hereirnafter— provided IN
TH S ACT.

Sec. 24. (1) Mney in the several —funds— ACCOUNTS of the
public inprovenent shall be deposited —wth—t—or—rorebanks;,
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savings—and—toan—associations,—or—credit—unitons— AS desi gnated by
t he governing body of the borrower. —Mney—+n—thebond—and

provide—that—money— MONEY in the several —funds— ACCOUNTS of the
public inprovenent, except noney in the bond and interest redenp-
ti on —fund— ACCOUNT and noney derived fromthe proceeds of sale

of the bonds, may be kept in 1 DEPOSIT account. —at—abank;—sav—

ngs—and—toan—associatiom—or—credi-t—unton— I n that case the
nmoney in the —account— COVBI NED DEPOSI T ACCOUNTS shall be all o-

cated on the books and records of the borrower to the —funds—
VARI QUS ACCOUNTS in the manner provided in the authorizing
ordi nance. The governing body of the borrower may provide that
the noney in the several —funds— ACCOUNTS of the public inprove-
ment may be kept in separate depository accounts. The noney in
the bond and interest redenpti on —fund— ACCOUNT shall be —kept—mn
a—separate—depository—account— ACCOUNTED FOR SEPARATELY.

(2) Subject to the limtations and conditions provided in
t he aut hori zing ordi nance, noney in the several —funds— ACCOUNTS
of the public inprovenent may be invested i n —+—or—rore—of—the
fottowing:— ACCORDANCE W TH THE PUBLI C CORPORATI ON' S | NVESTMENT
POLI CY ADOPTED BY THE LEGQ SLATI VE BODY OR GOVERNI NG BODY OF THE
PUBLI C CORPCRATI ON UNDER 1943 PA 20, MCL 129.91 TO 129. 96.
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Sec. 26. Any —noneys— MONEY renmining in the —recerving
fund— ACCOUNTS OF THE PUBLI C | MPROVEMENT at the end of any oper-

ating year, which under the provisions of section 22 shall be
—deerred—to—be— CONSI DERED surplus, may be transferred to ot her
—funds— ACCOUNTS of the public inprovenent or nmay be used for

02265’ 01



© 00 N O 0o A W N P

N N NN N N NNERP P P P P P P PP e
N~ O 00~ W N P O © 0 N O 0o M wWw N P O

14
—steh— THE pur pose or purposes as the governing body may
determne to be for the best interests of the borrower, unless
sone ot her disposition shall have been made —therefor— in the
ordi nance aut horizing the issuance of bonds —heretunder— UNDER
THI'S ACT. In the event that —foneys—in—therecervingfund—are—
MONEY OF THE PUBLI C | MPROVEMENT | S insufficient to provide for
t he current -—reguirerments— EXPENSES of the operation and mainte-
nance —fufd— ACCOUNT or the bond and interest redenption —fund—
ACCOUNT, any —troneys—andfor— MONEY OR securities in other —funds—
ACCOUNTS of the public inprovenent shall be transferred first to
t he operation and mai nt enance —fund— ACCOUNT and second to the

bond and interest redenption —fund— ACCOUNT to the extent of any
deficits —therein— | N THOSE ACCOUNTS.

Sec. 27. —(I)ybntess—an—excepttonfromprior—approva—+s
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fotHowing—into—consideration:— A PUBLI C CORPORATI ON MAY | SSUE
BONDS UNDER THI S ACT, ONLY | F THAT PUBLI C CORPORATION I'S A MUNI C

| PALI' TY QUALI FI ED OR APPROVED TO | SSUE OBLI GATI ONS UNDER THE
REVI SED MUNI Cl PAL FI NANCE ACT, 2001 PA 34, MCL 141.2101 TO
141. 2821.
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Sec. 28. —Noorder—ofthenunrecipal—finance—comission—or

rts—successor—agency permtting— QUALI FI CATI ON OR APPROVAL TO
| SSUE OBLI GATI ONS UNDER THE REVI SED MUNI Cl PAL FI NANCE ACT, 2001

PA 34, MCL 141.2101 TO 141.2821, THAT PERM TS t he i ssuance of
bonds under this act shall NOT be —deered— CONSI DERED an approval
of the legality —thereof— OF | SSU NG BONDS UNDER THI S ACT. —Fhe

Sec. 30. Any borrower issuing revenue bonds under this act
shall install, maintain, and keep proper books of record and
account, separate entirely fromother records and accounts of

such borrower, in which full and correct entries shall be nade of
all dealings or transactions of or in relation to the properties,

busi ness, and affairs of the public inprovenent. The governing
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body of —suech— A borrower, not |later than 6 nonths after the
cl ose of any operating year, shall cause to be prepared, on forns
furni shed by the departnment of treasury, a statenent in reason-
able detail, sworn to by its chief accounting officer, show ng
t he cash inconme and di sbursenents of the public inprovenent
during —sueh— THE operating year, and the assets and liabilities
of the same at the close of —such— THAT OPERATI NG year. —Such—
THAT statenent, at all reasonable tinmes during usual business
hours, shall be open to exam nation and inspection by any taxpay-
er, user of the services furnished by the public inprovenent, or
any hol der or owner of bonds issued under this act, or anyone
acting for or on behalf of —suech— A taxpayer, user of the serv-
i ces of the public inprovenent, or bondhol der. ——and—a—certified

of record and account pertaining to the public inprovenent are

audited annually by a certified public accountant, the audit
report of the annual audit, for the purposes of this section and
at the option of the governing body of the borrower, may be used
in place of the statenent to be prepared on forns furnished by

the departnent of treasury and all of the provisions of this
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1 section pertaining to the statenent shall apply to the annual

2 audit report.
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