SB- 0334, As Passed House, January 21, 2004

HOUSE SUBSTI TUTE FOR
SENATE BI LL NO 334

A bill to anend 1951 PA 51, entitled

"An act to provide for the classification of all public roads,
streets, and highways in this state, and for the revision of that
classification and for additions to and del etions from each
classification; to set up and establish the M chigan
transportation fund; to provide for the deposits in the M chigan
transportation fund of specific taxes on notor vehicles and notor
vehicle fuels; to provide for the allocation of funds fromthe

M chi gan transportation fund and the use and adm ni strati on of
the fund for transportati on purposes; to set up and establish the
truck safety fund; to provide for the allocation of funds from
the truck safety fund and admi nistration of the fund for truck
safety purposes; to set up and establish the Mchigan truck
safety conmi ssion; to establish certain standards for road
contracts for certain businesses; to provide for the continuing
review of transportation needs within the state; to authorize the
state transportati on conmm ssion, counties, cities, and villages
to borrow noney, issue bonds, and nake pl edges of funds for
transportati on purposes; to authorize counties to advance funds
for the paynment of deficiencies necessary for the paynent of
bonds i ssued under this act; to provide for the limtations,
paynment, retirenent, and security of the bonds and pl edges; to
provide for appropriations and tax |evies by counties and
townshi ps for county roads; to authorize contributions by

t ownshi ps for county roads; to provide for the establishment and
adm ni stration of the state trunk line fund, critical bridge
fund, conprehensive transportation fund, and certain other funds;
to provide for the deposits in the state trunk |ine fund,
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critical bridge fund, conprehensive transportation fund, and
certain other funds of noney raised by specific taxes and fees,;
to provide for definitions of public transportation functions and
criteria; to define the purposes for which M chigan
transportation funds nmay be allocated; to provide for M chigan
transportation fund grants; to provide for review and approval of
transportation prograns; to provide for subm ssion of annua
| egi sl ative requests and reports; to provide for the
establ i shment and functions of certain advisory entities; to
provide for conditions for grants; to provide for the issuance of
bonds and notes for transportation purposes; to provide for the
powers and duties of certain state and | ocal agencies and _
officials; to provide for the nmaking of loans for transportation
purposes by the state transportation department and for the
recei pt and repaynent by local units and agencies of those |oans
fromcertain specified sources; and to repeal acts and parts of
acts, "
by amendi ng section 13 (MCL 247.663), as anended by 1999 PA 54.
THE PEOPLE OF THE STATE OF M CH GAN ENACT:

Sec. 13. (1) The amount distributed to cities and vill ages
shall be returned to the treasurers of the cities and villages in
t he manner, for the purposes, and under the ternms and conditions
specified in this section. As used in this section, "population”
nmeans the popul ation according to the nost recent statew de
federal census as certified at the beginning of the state fisca
year, except that, if a municipality has been newy incorporated
since conpletion of the census, the popul ati on of the
muni ci pality for purposes of the distribution of funds before
conpl etion of the next census shall be the popul ation as
determ ned by special federal census, if there is a special
federal census, and if not, by the popul ation as determn ned by
the official census in connection with the incorporation, if
there is such a census and, if not, by a special state census to
be taken at the expense of the municipality by the secretary of

state pursuant to section 6 of the honme rule city act, 1909 PA
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279, MCL 117.6. The anmount received by the newly incorporated
muni ci pality shall be in place of any other direct distribution
of funds fromthe Mchigan transportation fund. The popul ation
of the newy incorporated nmunicipality as determ ned under this
section shall be added to the total popul ation of al
incorporated cities and villages in the state in conputing the
amounts to be returned under this section to each nunicipality in
the state. Mjor street mleage, |ocal street mleage, and
equi valent major mleage, if applicable, shall be determ ned by
the state transportation departnment before the next nmonth for
which distribution is nade followi ng the effective date of
i ncorporation of a newy incorporated nunicipality.

(2) Fromthe anmount available for distribution to cities and
vill ages during each Decenber, an anmount equal to 0.7% of the
total amount returned to all cities and vill ages under
subsections (3) and (4) during the previous cal endar year shal
be withheld. The anmount wi thheld shall be used to partially
rei mburse those cities and villages |located in those counties
that are eligible for snow renoval funds pursuant to section 12a
and that have costs for wi nter maintenance on major and | oca
streets that are greater than the statew de average. The
di stributions shall be made annually during February and shall be
cal cul ated separately for the major and | ocal street systens but
may be paid in a conbined warrant. The distribution to a city or
village shall be equal to 1/2 of its wi nter naintenance
expenditures after deducting the product of its total earnings

under subsections (3) and (4) nmultiplied by 2 tines the average
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muni ci pal wi nter maintenance factor. Wnter maintenance
expenditures shall be determ ned fromthe street financial
reports for the nost current fiscal years ending before July 1.

A city or village that does not submt a street financial report
for the fiscal year ending before July 1 by the subsequent
Decenber 31 shall be ineligible for the w nter nmaintenance
paynent that is to be based on that street financial report. The
average muni ci pal w nter maintenance factor shall be determ ned
annual ly by the state transportation departnment by dividing the
total expenditures of all cities and villages on w nter

mai nt enance of streets and hi ghways by the total anount earned by
all cities and villages under subsections (3) and (4) during the
12 nonths. |If the sumof the distributions to be made under this
subsection exceeds the anobunt wthheld, the distributions to each
eligible city and village shall be reduced proportionately. |If
the sumis |less than the amount w thheld, the bal ance shall be
added to the anount avail able for distribution under subsections
(3) and (4) during the next nonth. The distributions shall be
for use on the major and |l ocal street systens respectively and
shal | be subject to the sanme provisions as funds returned under
subsections (3) and (4).

(3) Seventy-five percent of the remaining anount to be
returned to the cities and villages, after deducting the anounts
W t hhel d pursuant to subsection (2), shall be returned 60%in the
same proportion that the popul ati on of each bears to the total
popul ation of all cities and villages, and 40%in the sane

proportion that the equivalent major mleage in each bears to the
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2.0 for cities and villages from 160,001 to 320, 000 popul ati on
and for cities over 320,000 popul ation, by a factor of 2.1
i ncreased successively by 0.1 for each 160, 000 popul ati on
i ncrement over 320,000. The anmount returned under this
subsection shall be used by each city and village for the
foll ow ng purposes in the follow ng order of priority:

(a) For the paynent of contributions required to be nade by a
city or village under the provisions of contracts previously
entered into under 1941 PA 205, MCL 252.51 to 252. 64, which
contri butions have been previously pledged for the paynent of the
principal and interest on bonds issued under that act; or for the
paynment of the principal and interest upon bonds issued by a city
or village pursuant to 1952 PA 175, MCL 247.701 to 247.707.

(b) Paynment of obligations of the city or village on hi ghway
proj ects undertaken by the city or village jointly with the state
transportati on departnent.

(c) For the paynent of principal and interest upon |oans
recei ved pursuant to section 11(7), to the extent other funds
have not been nmade avail able for that paynent.

(d) For the —mwaintenance—i+nAprovenent— preservation,
construction, —reeenstruction— acquisition, and extension of the
maj or street system as defined by this act including the
acquisition of a necessary right of way for the system work
incidental to the system and an appurtenant roadside park or
not or parkway, of the city or village and for the paynment of the

principal and interest on that portion of the city's or village's
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general obligation bonds which are attributable to the
construction or reconstruction of the city's or village's ngjor
street system Not nore than 5% per year of the funds returned
to acity or village by this subsection shall be expended for the
—ra-ptenance—Hhrproverent— preservati on or acquisition of
appurtenant roadsi de parks and notor parkways. Surplus funds may
be expended for the devel opnent, construction, or repair of
of f-street parking facilities, and the construction or repair of
street lighting, and transfer to the | ocal street system under
subsection (6).

(4) The remaining amount to be returned to incorporated
cities and villages shall be expended in each city or village for
t he —mai-ntenance—Aprovenent— preservation, construction,
—reconstruetion— acquisition, and extension of the |ocal street
systemof the city or village, as defined by this act, including
the acquisition of a necessary right of way for the system work
incidental to the system and subject to subsection (5), for the
paynment of the principal and interest on that portion of the
city's or village's general obligation bonds which are
attributable to the construction or reconstruction of the city's
or village's local street system The anount returned under this
subsection shall be returned to the cities and villages 60% i n
t he sane proportion that the popul ation of each bears to the
total population of all incorporated cities and villages in the
state, and 40% in the sane proportion that the total mleage of
the | ocal street system of each bears to the total mileage in the

| ocal street systens of all cities and villages of the state.
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The paynment of the principal and interest upon bonds issued by a
city or village pursuant to 1952 PA 175, MCL 247.701 to 247.707,
and after that paynent, the paynment of debt service on |oans
recei ved under section 11(7), shall have priority in the
expendi ture of noney returned under this subsection

(5) Money distributed to each city and village for the
mai nt enance and —iAproverent— preservation of its local street
system under this act represents the total responsibility of the
state for local street systemsupport. Funds distributed from
the M chigan transportation fund shall not be expended for
construction purposes on city and village |ocal streets except to
the extent matched from | ocal revenues including other noney
returned to a city or village by the state under the state
constitution of 1963 and statutes of the state, from funds that
can be raised by taxation in cities and villages for street
purposes within the limtations of the state constitution of 1963
and statutes of the state, from special assessnments, or from any
ot her source. This subsection does not apply to section 11b

(6) —Mbney— Except as provided in subsection (12), noney
returned under this section to a city or village shall be
expended on the major and | ocal street systens of that city or
village. However, the first priority shall be the najor street
system Money returned for expenditure on the major street
system shall be expended in the priority order provided in
subsection (3) except that surplus funds may be —expended—on

transferred for preservation of the local street system —in-an
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thetocal—street—system—theecityor—vitlage shall—adopt— Mj or
street funds transferred for use on the |ocal street system shal
not be used for construction but nay be used for preservation as
defined in section 10c. A city or village shall not transfer
nore than 25% of its annual major street funding for the |ocal
street systemunless it has adopted and is foll ow ng an asset
managenent process for its major and | ocal street systens and
adopts a resolution with a copy to the departnment setting forth
all of the follow ng:

(a) Alist of the major streets in that city or village.

(b) A statement that the city or village is adequately
maintaining its major streets.

(c) The dollar amount of the transfer

(d) The local streets to be funded with the transfer.

(e) A statenent that the city or village is follow ng an
asset managenent process for its major and | ocal street systens.

(7) Not nore than 10% per year of all of the funds returned
to acity or village fromany source for the purposes of this

section may be expended for adm nistrative expenses. As used in
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this subsection, "adm nistrative expenses" nmeans those expenses
that are not assigned including, but not limted to, specific
road construction or maintenance projects and are often referred
to as general or supportive services. Admnistrative expenses
shal | not include net equipnment expense, net capital outlay, debt
service principal and interest, and paynents to other state or
| ocal offices that are assigned, but not I[imted to, specific
road construction projects or maintenance activities. A city or
village which in a year expends nore than 10% for adm nistrative
expenses shall be subject to section 14(5).

(8) In each city and village to which funds are returned
under this section, the responsibility for street —wproverent -
mantenance—and-—trafficoperation—work— preservation and the
devel opnent, construction, or repair of off-street parking
facilities and construction or repair of street lighting shall be
coordi nated by a single adm nistrator to be designated by the
governi ng body who shall be responsible for and shall represent
the nmunicipality in transactions wth the state transportation
departnment pursuant to this act.

(9) Cties and villages may provide for consolidated street
adm nistration. A city or a village may enter into an agreenent
with other cities or villages, the county road conm ssion, or
with the state transportati on comm ssion for the performance of
street or highway work on a road or street within the limts of
the city or village or adjacent to the city or village. The
agreenent may provide for the perfornmance by any of the

contracting parties of the work contenpl ated by the contracts
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i ncludi ng services and acquisition of rights of way, by purchase
or condemation by any of the contracting parties in its own
name. The agreenent nmay provide for joint participation in the
costs if appropriate.

(10) Interest earned on funds returned to a city or a village
for purposes provided in this section shall be credited to the
appropriate street fund.

(11) In addition to the financial conpliance audits required
by |l aw, the departnment of treasury shall conduct perfornmance
audits and nake investigations of the disposition of all state
funds received by cities and villages for transportati on purposes
to determ ne conpliance with the terns and conditions of this
act. Performance audits shall be conducted according to
government auditing standards issued by the United States general
accounting office. The departnent of treasury shall provide
notice to cities and villages of the standards to be used for
audits under this subsection prior to the fiscal year in which
the audit is conducted. The departnent shall notify cities and
vill ages of any subsequent changes to the standards. Cities and
vill ages shall make available to the departnent of treasury the
pertinent records for the audit.

(12) Effective January 1, 2009, noney returned to a city or
village for expenditure on the major street system nay not be
transferred or expended for use on the |ocal street system except
to the extent matched by | ocal revenues expended by the city or
village on the major street systemor state trunk |ine highways.

For purposes of this subsection, |ocal revenue neans revenue
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ot her than M chigan transportation fund revenue and includes, but
isnot limted to, general fund revenue and special assessnents.

(13) On or before Cctober 1, 2008, the departnent shal
prepare a report listing by city and village, and in total, the
foll ow ng information:

(a) Amounts transferred between major street fund and | oca
street fund.

(b) Ampbunts of |ocal revenue as defined in subsection (12)
expended on the major street system The report shall include
fiscal years from January 1, 2002 through June 30, 2008. The
report shall analyze the extent to which the amendatory act that
added this subsection affected city and village transfers from
maj or street funds to local street funds, and the anmount of | oca
revenue expended on city or village major streets and state trunk
lines. The report shall be submtted to the house and senate
appropriations conmttees and to the house and senate fisca

agenci es.
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