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HB- 5048, As Passed House, Septenber 28, 2005

SUBSTI TUTE FOR
HOUSE BI LL NO. 5048

A bill to create the M chigan tobacco settlenent finance
authority; to create funds and accounts; to provide for the sale by
this state and the purchase by the authority of all or a portion of
t obacco settlenent assets; to authorize the issuing of bonds and
notes; to prescribe the powers and duties of the authority, the
state adm ni strative board, the state treasurer, and certain other
state officials and state enpl oyees; and to nake appropriations and
prescribe certain conditions for the appropriations.

THE PECPLE OF THE STATE OF M CHI GAN ENACT

Sec. 1. This act shall be known and nay be cited as the
"M chi gan tobacco settlenent finance authority act".

Sec. 2. The legislature finds and declares the foll ow ng:

(a) This state has entered into a master settl ement agreenent

with 4 maj or tobacco conpanies that should result in the state
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recei ving substantial sunms of nobney in perpetuity assum ng no
adverse changes in cigarette consunption, nmarket share, financia
condition of those tobacco conpanies, and changes in | aw.

(b) The master settlenent agreenent is a binding and
enforceabl e agreenent of this state.

(c) Selling the state’s right to receive tobacco settlenent
paynments for limted periods of years is a prudent method of
managi ng the risks associated with reliance on the receipt of
t obacco settl enent paynents in perpetuity.

(d) Establishing the authority and execution by the authority
of its powers granted under this act fulfill in all respects a
public and governnental purpose for the benefit of the people of
this state.

(e) The exchange of net proceeds received by the authority
fromthe i ssuance of bonds plus residual interests for the right to
recei ve tobacco settlement paynents for a limted period of tine
constitutes a true sale for a fair price.

Sec. 3. As used in this act:

(a) "Ancillary facility" nmeans any revolving credit agreenent,
agreement establishing a line of credit or letter of credit,
rei mbursenent agreenent, interest rate exchange or simlar
agreenent, currency exchange agreenent, interest rate floor or cap,
options, puts or calls to hedge paynent, currency, rate, spread or
simlar exposure, or simlar agreenents, float agreenments, forward
agreenents, insurance contract, surety bond, commitnent to purchase
or sell securities, purchase or sale agreenents or commtnents or

ot her contracts or agreenents and other security agreenents
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approved by the authority, including without limtation any
arrangenents referred to in this act.

(b) "Authority" nmeans the M chigan tobacco settlenment finance
authority created under section 4.

(c) "Benefited parties" means persons, firns, or corporations
that enter into ancillary facilities with the authority accordi ng
to the provisions of this act.

(d) "Board" nmeans the board of directors of the authority.

(e) "Bond" neans a bond, note, or other obligation issued by
the authority under this act.

(f) "Code" nmeans the United States internal revenue code of
1986, as anended, and any successor provision of |aw

(g) "Encunbered tobacco revenues" means that portion of the
TSRs that is pledged by the authority to the repaynment of any bonds
under the terns of the applicable authority resolution, trust
agreenent, or trust indenture.

(h) "Federal bankruptcy code" nmeans the federal bankruptcy
code, 11 USC 101 to 1330.

(i) "Financing costs" neans all capitalized interest,
operating and debt service reserves, costs of issuance, fees for
credit and liquidity enhancenents, any item of expense directly or
indirectly payable or reinbursable by the authority and related to
the authorization, sale, or issuance of bonds, including wthout
[imtation underwiting fees, counsel fees, fees of the attorney
general and fees and expenses of consultants and fiduciaries, and
ot her costs as the authority determnes to be desirable in issuing,

securing, and marketing the bonds.
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(j) "Interest rate exchange or simlar agreement” means a
witten contract with a counterparty to provide for an exchange of
paynments based upon fixed or variable interest rates, or both fixed
and variable interest rates.

(k) "Master settlement agreenent” neans the settl enent
agreenent and rel ated docunents entered into on Novenber 23, 1998,
and incorporated into a consent decree and final judgnment entered

into on Decenber 7, 1998, in Kelley Ex Rel. Mchigan v Phillip

Morris Incorporated, et al., Inghamcounty circuit court, docket

no. 96-84281CZ.

(1) "Net proceeds" neans the anount of proceeds renaining
foll ow ng each sal e of bonds which are not required by the
authority to establish and fund reserve or escrow funds or
term nation or settlenent paynents under ancillary facilities and
to provide the financing costs and ot her expenses and fees directly
related to the authorization and issuance of bonds.

(m "Operating expenses" neans the reasonabl e operating
expenses of the authority, including without limtation the cost of
preparation of accounting and other reports, costs of maintenance
of the ratings on the securities, insurance prem uns, and costs of
authority nmeetings or other required activities of the authority,
counsel fees, including the fees of the attorney general, and fees
and expenses incurred for consultants and fiduciaries.

(n) "CQutstandi ng" neans, when used with respect to bonds, al
bonds ot her than bonds that shall have been paid in full at
maturity or that may be considered not outstandi ng under the

applicable authority resolution, trust indenture or trust agreenent
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authorizing the issuance of the bonds and when used with respect to
ancillary facilities, all ancillary facilities other than ancillary
facilities that have been paid in full or that may be consi dered
not outstandi ng under such ancillary facilities.

(o) "Person" neans an individual, corporation, limted or
general partnership, association, joint venture, limted liability
conpany, or a governmental entity, including this state.

(p) "Qualifying statute" neans that termas defined in the
master settlenment agreenent, which is 1999 PA 244, MCL 445.2051 to
445, 2052.

(q) "Residual interests" neans 1 or nore of the foll ow ng:

(1) The unencunbered tobacco revenues.

(ii) The net proceeds not previously paid to this state.

(iii) The income of the authority that is in excess of the
authority's requirenments to pay its operating expenses, debt
service, sinking fund requirenments, reserve fund or escrow fund
requi renents, and any other contractual obligations to the owners
of the bonds or benefited parties, or that may be incurred in
connection with the issuance of the bonds or the execution of
ancillary facilities.

(iv) Contractual rights, if any, as shall be provided to this
state in accordance with the terns of any sal e agreenents.

(r) "Sal e agreenent” means any agreenent authorized under this
act in which this state provides for the sale of TSRs to the
aut hority.

(s) "State representative" neans the state acting by and

t hrough the state treasurer
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(t) "State treasurer"” nmeans the state treasurer of this state
or his or her designee who shall be designated by a witten
i nstrunment signed by the state treasurer and naintained in a
permanent file and whose signature shall have the same force and
effect as the signature of the state treasurer for all purposes
under this act.

(u) "State's tobacco receipts" neans:

(i) Al tobacco settlement revenue that is received by this
state that is required to be nmade, under the terns of the nmaster
settl enent agreenent, by tobacco manufacturers to this state.

(i) This state's rights to receive the tobacco settlenent
revenue.

(v) "TSRs" neans the portion, which may include any or all, of
this state's tobacco receipts sold to the authority under this act
and any sal e agreenent.

(w) "Unencunbered tobacco revenues" neans that portion of the
TSRs that are not subject to the pledge of the applicable authority
resolution, trust agreenent, or trust indenture by the authority to
t he repaynment of any bonds issued under the ternms of the applicable
authority resolution, trust agreenment, or trust indenture.

(x) "Uniform conmmercial code" neans the uniform conmerci al
code, 1962 PA 174, MCL 440. 1101 to 440.11102.

Sec. 4. (1) The M chigan tobacco settlenment finance authority
is created as a public body corporate and politic within the
departnment of treasury. The authority is a state institution
within the neaning of section 9 of article Il of the state

constitution of 1963 and an instrunentality of this state

H03811' 05 (H- 3) JLB



© 00 N o o0~ W N P

N N N N N N NN P P P P R R R R P
N~ o o M WN P O © 00N OO0~ WDN P O

exerci sing public and essential governnental functions. The
exercise by the authority of the powers conferred by this act is an
essential governnmental function of this state.

(2) Notwi thstanding the existence of common managenent, the
authority shall be treated and accounted for as a separate | ega
entity with its separate corporate purposes as set forth in this
act. The assets, liabilities, and funds of the authority shall not
be consolidated or commingled with those of this state or of any
entity capable of being a debtor in a case commenced under the
f ederal bankruptcy code.

(3) The authority shall have power and is hereby authorized
fromtime to time to issue bonds in the principal anpbunt or anounts
and with the maturities as the authority shall determ ne to be
necessary to provide sufficient funds for achieving its authorized
pur poses, consisting of the purchase of all or a portion of the
state's tobacco receipts under this act and the paynment of or
provi sion for financing costs.

(4) The board of the authority shall authorize the issuance of
bonds by resolution. The authority may issue bonds, including
refundi ng bonds, w thout obtaining the consent of any departnent,

di vi si on, comm ssion, board, bureau, or agency of this state and

wi t hout any ot her proceedings or the occurrence of any other
conditions other than those proceedi ngs, conditions, or things that
are specifically required by this act. Every issue of bonds shal

be speci al revenue obligations payable fromand secured by a pl edge
of encunbered tobacco revenues and other assets, including wthout

[imtation the proceeds of the bonds deposited in a reserve fund
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for the benefit of the owners of the bonds, earnings on funds of
the authority and other funds as may becone avail abl e, upon the
ternms and conditions as specified by the authority in the authority
resol uti on under which the bonds are issued or in a related trust
agreenent or trust indenture.

(5) The authority may issue bonds to refund any bonds by the
i ssuance of new bonds, whenever it considers the refunding
expedi ent, whether the bonds to be refunded have or have not
mat ured, and to issue bonds partly to refund bonds then outstanding
and partly for any of its other authorized purposes. The refunding
bonds may be exchanged for the bonds to be refunded or sold and the
proceeds applied to the purchase, redenption, or paynent of those
bonds.

(6) For each issue of bonds, the authority shall determ ne al
of the follow ng:

(a) The date of issuance.

(b) Wiet her the bonds shall bear interest at fixed or variable
rates, or both fixed and variable rates.

(c) Wiether the bonds shall be payable at or prior to
maturity

(d) Wien the bonds shall mature.

(e) Wiether the authority may redeemthe bond prior to
maturity, at what price, and under what conditions.

(f) The method of paynent of principal of and interest on the
bonds.

(g) The form denom nations, and pl aces of paynent of

principal of and interest on the bonds.
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(h) I'f any officer whose signature or the facsimle of whose
si gnature appears on any bond shall cease to be that officer before
the delivery of the bond, that signature or facsimle shal
nevert hel ess be valid and sufficient for all purposes as if he or
she had remained in office until delivery of the bond.

(i) Any other terns and conditions necessary to issue the
bonds in fully marketable form

(7) The authority may sell the bonds in the manner determ ned
by the authority board, both at public or private sale, and on
either a conpetitive or negotiated basis. The authority shal
di sburse the net proceeds of the bonds to the state treasurer as
provi ded in section 8.

(8) This act shall govern the creation, perfection, priority,
and enforcenent of any pl edge of revenues or other security made by
the authority. Each pl edge nade by the authority shall be valid and
binding at the tine the pledge is made. The encunbered t obacco
revenues, reserves, or earnings pledged or earnings on the
i nvest ment of the encunbered tobacco revenues, reserves, or
ear ni ngs pl edged shall imredi ately be subject to the lien of the
pl edge wi t hout any physical delivery or further act and the lien on
t hat pledge shall be valid and binding as against all parties
having clainms of any kind in tort, contract or otherw se agai nst
the authority, irrespective of whether the parties have notice of
the lien or pledge, and without filing or recording the pledge.

(9) This act shall also govern the negotiability of bonds
i ssued under this act. Any bonds issued under this act shall be

fully negotiable within the neaning and for all purposes of the
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uni form commerci al code. By accepting the bond or obligation, each
owner of a bond or other obligation of the authority shall be
concl usively considered to have agreed that the bond is and shal
be fully negotiable within the neaning and for all purposes of the
uni f orm conmer ci al code.

(10) In the discretion of the authority, any bonds and any
ancillary facilities may be secured by a trust agreenent or trust
i ndenture by and between the authority and a trustee, which nay be
any trust conpany or bank having the powers of a trust conpany,
whet her |ocated within or without this state. A trust agreenent or
trust indenture authorized under this subsection, or an authority
resolution providing for the issuance of bonds may provide for the
creation and mai ntenance of reserves as the authority shal
determine to be proper and may include covenants setting forth the
duties of the authority in relation to the bonds, the ancillary
facilities, the incone to the authority, the sale agreenent, the
encunber ed tobacco revenues and residual interests. A trust
agreenent or trust indenture authorized under this subsection or an
authority resolution nmay contain provisions respecting the cust ody,
saf eguardi ng, and application of all noney and bonds and nmay
contain provisions for protecting and enforcing the rights and
remedi es under the sale agreenent of the owners of the bonds and
benefited parties as nay be reasonable and proper and not in
violation of law. It shall be Iawful for any bank or trust conpany
i ncorporated under the laws of this state that may act as
depository of the proceeds of bonds or of any other funds or

obl i gations received on behalf of the authority to furnish
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i ndemmi fyi ng bonds or to pledge obligations as nmay be required by
the authority. Any trust agreenent or trust indenture authorized
under this subsection or an authority resolution may contain other
provi sions as the authority may consi der reasonabl e and proper for
priorities and subordi nati on anong the owners of bonds and
benefited parties.

(11) The authority may enter into, amend, or term nate, as it
deternmines to be necessary or appropriate, any ancillary facilities
for any of the follow ng purposes:

(a) To facilitate the issuance, sale, resale, purchase,
repurchase, or paynment of bonds, or the naking or performance of
swap contracts, including without limtation bond insurance,
letters of credit, and liquidity facilities.

(b) To attenpt to hedge risk or achieve a desirable effective
interest rate or cash flow

(12) The authority may enter into, amend, or term nate any
ancillary facility as it determ nes to be necessary or appropriate
to place the obligations or investnents of the authority, as
represented by the bonds or the investnment of their proceeds, in
whol e or in part, on the interest rate, cash flow, or other basis
desired by the authority, which facility may include w thout
[imtation contracts conmonly known as interest rate swap
agreenents, and futures or contracts providing for paynents based
on | evels of, or changes in, interest rates. The authority may
enter into these contracts or arrangenments in connection with, or
incidental to, entering into, or nmintaining any agreenent that

secures bonds of the authority or any investnent, or contract
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providing for investnents, of reserves or simlar facility
guaranteeing an investnent rate for a period of years.

(13) The determ nation by the authority that an ancillary
facility or the amendnment or termination of an ancillary facility
i s necessary or appropriate is conclusive. The authority may
determine the terns and conditions of an ancillary facility,
including without limtation provisions as to security, default,
term nation, paynents, remedy, and consent to service of process.

(14) Bonds and ancillary facilities may contain a recital that
they are issued pursuant to this act, which recital is conclusive
evi dence of the validity of the bonds and any ancillary facility
and the regularity of the proceedings relating to the bonds and
ancillary facilities.

(15) A nenber of the board or an officer, appointee, or
enpl oyee of the authority shall not be subject to personal
l[iability when acting in good faith within the scope of his or her
authority or on account of liability of the authority. The board
may defend and i ndemmify a nenber of the board or an officer
appoi ntee, or enployee of the authority against liability arising
out of the discharge of his or her official duties. The authority
may i ndemnify and procure insurance indemifying nmenbers of the
board and ot her officers and enpl oyees of the authority from
personal |oss or accountability for liability asserted by a person
with regard to bonds or other obligations of the authority, or from
any personal liability or accountability by reason of the issuance
of the bonds or other obligations or by reason of any other action

taken or the failure to act by the authority. The authority may
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al so purchase and mai ntain insurance on behalf of any person
against the liability asserted agai nst the person and incurred by
the person in any capacity or arising out of the status of the
person as a nenber of the board or an officer or enployee of the
authority, whether or not the authority woul d have the power to

i ndemni fy the person against that liability under this subsection.

(16) A nenber, officer, enployee or agent of the authority
shall not have an interest, either directly or indirectly, in any
busi ness organi zati on engaged i n any business, contract or
transaction with the authority or in any contract of any other
person engaged in any business with the authority, or in the
purchase, sale, |lease or transfer of any property to or fromthe
aut hority.

(17) Bonds issued under this act are not subject to the
revi sed muni ci pal finance act, 2001 PA 34, MCL 141.2101 to
141. 2821.

(18) The issuance of bonds under this act is subject to the
agency financing reporting act, 2002 PA 470, MCL 129.171 to
129. 177.

(19) A resolution of the authority authorizing bonds, or the
provi sions of a trust agreenent authorized by resolution of the
authority, nmay delegate to an officer or other enployee of the
authority, or an agent designated by the authority, for the period
of tinme as the authority determ nes, the power to cause the issue,
sale, and delivery of the bonds within limts on those bonds
established by the authority as to any of the foll ow ng:

(a) The form

H03811' 05 (H- 3) JLB
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House Bill No. 5048 (H 3) as amended Septenber 28, 2005
(b) The maxi muminterest rate or rates.

(c) The maturity date or dates.

(d) The purchase price.

(e) The denom nati ons.

(f) The redenption prem uns.

(g) The nature of the security.

(h) The selection of an applicable interest rate index.

(1) Oher terns and conditions with respect to the issuance of
t he bonds as the authority shall prescribe.

(20) The board shall rotate bond counsel when issuing bonds
under this act. The board shall authorize and issue bonds in a
manner that provides that not |less than 3 financial institutions or
brokerage firns are involved in marketing and underwiting the
bonds. [Not less than 1 of the 3 financial institutions or brokerage
firnms described in this subsection shall be a M chigan based financia
institution or brokerage firm] A single financial institution or
br okerage firm shall not
mar ket or underwrite nore than 40% of the bonds issued under this
act .

Sec. 5. The authority shall exercise its duties independently
of the state treasurer. The staffing, budgeting, procurenment, and
rel ated adm nistrative functions of the authority shall be
performed under the direction and supervision of the state
treasurer.

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

(2) The board shall be nade up of 7 nenbers as foll ows:

(a) The state treasurer.

(b) The director of the departnment of |abor and econom c

gr owt h.
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(c) Three nmenbers with know edge, skill, or experience in the
busi ness or financial fields appointed by the governor with the
advi ce and consent of the senate.

(d) One nenber appointed by the governor froma list of 2 or
nore individuals selected by the nmagjority |eader of the senate,
wi th know edge, skill, or experience in the business or financia
fields.

(e) One nmenber appointed by the governor froma list of 2 or
nore individuals selected by the speaker of the house of
representatives, with know edge, skill, or experience in the
busi ness or financial fields.

(3) The appointed nmenbers shall serve for terns of 4 years.
O the 3 nenbers first appointed, 1 shall be appointed for an
initial termof 1 year, 1 shall be appointed for an initial term of
2 years, and 1 shall be appointed for an initial termof 3 years.
The appoi nted nenbers shall serve until a successor is appointed.
A vacancy shall be filled for the balance of the unexpired termin
t he sane manner as the original appointnent.

(4) The chief executive officer or director of any state
departnment or agency who is a designated nmenber of the board may
appoint a representative to serve in his or her absence.

(5) Menbers of the board shall serve w thout conpensati on but
may receive reasonabl e rei mbursenment for necessary travel and
expenses incurred in the discharge of their duties.

(6) The state treasurer shall serve as chairperson of the
boar d.

(7) Amjority of the appointed and serving nenbers of the

H03811' 05 (H- 3) JLB
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board shall constitute a quorum of the board for the transaction of
busi ness. A nenber may participate in a neeting by the use of
anplified tel ephonic or video conferencing equi pnent. A nenber
participating by the use of video conferencing equi pment shall be
considered to be present for purposes of a quorum and for purposes
of voting. Actions of the board shall be approved by a majority
vote of the nmenbers present at a neeting.

(8) The authority may enploy or contract for |egal, financial,
and techni cal experts, and other officers, agents, and enpl oyees,
per manent and tenporary, as the authority requires, and shal
determ ne their qualifications, duties, and conpensation. The
board may del egate to 1 or nore agents or enpl oyees those powers or
duties with the limtations as the board consi ders proper.

(9) The nmenbers of the board and officers and enpl oyees of the
authority are subject to 1968 PA 317, MCL 15.321 to 15.330, or 1968
PA 318, MCL 15.301 to 15.310.

(10) A nenber of the board or officer, enployee, or agent of
the authority shall discharge the duties of his or her position in
a nonpartisan manner, with good faith, and with that degree of
diligence, care, and skill that an ordinarily prudent person would
exerci se under simlar circunstances in a |like position. 1In
di scharging the duties, a nenber of the board or an officer,
enpl oyee, or agent, when acting in good faith, may rely upon the
opi nion of counsel for the authority, upon the report of an
i ndependent apprai ser selected with reasonable care by the board,
or upon financial statements of the authority represented to the

menber of the board or officer, enployee, or agent of the authority
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to be correct by the president or the officer of the authority
havi ng charge of its books or account, or stated in a witten
report by a certified public accountant or firmof certified public
accountants fairly to reflect the financial condition of the

aut hority.

Sec. 7. The authority shall have all of the follow ng powers:

(a) To solicit and accept gifts, grants, and | oans from any
per son.

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

(c) To procure insurance against any | oss in connection with
the property, assets, or activities of the authority.

(d) To sue and be sued, to have a seal, and to nmake, execute,
and deliver contracts, conveyances, and other instruments necessary
to the exercise of the authority's powers.

(e) To make and anend byl aws.

(f) To enploy and contract with individuals necessary for the
operation of the authority.

(g) To make and execute contracts including without limtation
sal e agreenents, trust agreenents, trust indentures, bond purchase
agreenents, tax regul atory agreenents, continuing disclosure
agreenments, ancillary facilities, and all other instruments
necessary or convenient for the exercise of its powers and
functions, and commence any action to protect or enforce any right
conferred upon it by any law, contract or other agreenent.

(h) To engage the services of financial advisors and experts,

H03811' 05 (H- 3) JLB
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| egal counsel, placenent agents, underwiters, appraisers and other
advi sors, consultants and fiduciaries as may be necessary to
effectuate the purposes of this act.

(i) To pay its operating expenses and financing costs.

(j) To pledge the TSRs or other assets as security for the
paynment of the principal of and interest on any bonds and for its
obligations under any ancillary facility.

(k) To procure insurance, letters of credit, or other credit
enhancenent with respect to any securities for the paynent of
tenders of bonds, or for the paynent upon maturity of short-term
bonds.

() To enter into any ancillary facility with any person under
the terns and conditions as the authority nmay determ ne and to
provi de insurance, letters of credit, or other credit enhancenent
Wi th respect to any ancillary facility.

(m To nodify, amend, or replace any existing, or enter into a
new, ancillary facility.

(n) To do any and all things necessary or convenient to carry
out its purposes and exerci se the powers expressly given and
granted in this act.

Sec. 8. (1) The state budget director with the approval of the
state adm ni strative board may sell to the authority, and the
authority may purchase, for cash or other consideration and in 1 or
nore installnments, all or a portion of the state's tobacco receipts
pursuant to the terns of 1 or nore sale agreenents. The sale
agreenent or conbi ned sal e agreenents shall provide for the sale of

that portion of the state’'s tobacco receipts sufficient to provide

H03811' 05 (H- 3) JLB



© 00 N o o0~ W N P

N N N N N N NN P P P P R R R R P
N~ o o M WN P O © 00N OO0~ WDN P O

19

net proceeds to the state in the anmount of $1, 000, 000, 000. 00, which
shall be deposited to and held, used, and expended by the state
treasurer in the manner provided for in the Mchigan trust fund
act, 2000 PA 489, MCL 12.251 to 12.256.

(2) Any sale agreenment may al so provide for the additional
sale of a portion of the state’s tobacco receipts to replenish any
reserve fund established by the authority in connection with the
authority’s issuance of bonds to fund the sale agreenent or sale
agreenents described in subsection (1).

(3) Any sale agreenent shall provide that the purchase price
payabl e by the authority to the state for TSRs shall consist of the
net proceeds and the residual interests, if any. In addition, any
sal e shall be pursuant to 1 or nore sale agreenents that nay
contain the terns and conditions consi dered appropriate by the
state representative to carry out and effectuate the purposes of
this section, including without Iimtation covenants binding this
state in favor of the authority and its assignees, including
Wi thout limtation the owners of the bonds and benefited parti es,
including a requirenent that the state enforce the provisions of
the master settlenment agreenment that require the paynent of the
TSRs, a requirenment that the state enforce the provisions of the
qual i fying statute, a provision authorizing inclusion of the
state's pledge and agreenent, as set forth in section 11, in any
agreenent with owners of the bonds or any benefited parties, and
covenants with respect to the application and use of the proceeds
of the sale of the state's tobacco receipts to preserve the tax

exenption of the interest on any bonds, if issued as tax-exenpt.
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The state representative in any sal e agreenent may agree to, and
the authority may provide for, the assignment of the authority's
right, title, and interest under the sale agreenment for the benefit
and security of the owners of bonds and benefited parti es.

(4) The approval of the state adm nistrative board shall be
made by a resolution adopted by the state adm nistrative board and
t hat approval together with the sal e agreenent made pursuant to
t hat approval shall be conclusively presuned to be valid for al
pur poses unl ess challenged in an action brought in the court of
appeals within 30 days after the adoption of the resolution. A
chal I enges shall be heard and determ ned as expeditiously as
possible with | awful precedence over other matters. Consideration
by the court of appeals shall be based solely on the record before
the state administrative board and briefs to the court shall be
[imted to whether the resolution conforns to the constitution and
laws of this state and the United States and is within the
authority of the state admnistrative board under this act.

(5) A sale of all or a portion of the state’'s tobacco receipts
to the authority under a sale agreenment shall be treated as a true
sal e and absolute transfer of the state’s tobacco receipts
transferred and not as a pledge or other security interest for any
borrowi ng. A sal e agreenent that expressly states that the transfer
of the state’s tobacco receipts to the authority is a sale or other
absolute transfer signifies that the transaction is a true sale and
is not a secured transaction and that title, |egal and equitable,
has passed to the authority. The characterization of a sale as an

absolute transfer by the participants shall not be negated or
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adversely affected by the fact that only a portion of the state's
t obacco receipts are transferred, or by the acquisition or
retention by this state of a residual interest, or by the
participation by any state official as a nenber or officer of the
authority, or by whether the state is responsible for collecting
the TSRs or otherw se enforcing the master settlenent agreenent or
retains legal title to the portion of the state's tobacco receipts
for the purposes of these collection activities, or by any
characteri zation of the authority or its obligations for purposes
of accounting, taxation, or securities regulation, or by any other
factor whatsoever. A true sale under this act applies regardl ess of
whet her the authority has any recourse against this state, or any
other termof the sale agreenent, including the fact that this
state acts as a collector of the state's tobacco receipts or the
treatment of the transfer as a financing for any purpose.

(6) On and after the effective date of each sale of TSRs, the
state shall have no right, title, or interest in or to the TSRs
sold, and the TSRs sold shall be property of the authority and not
of this state, and shall be owned, received, held, and di sbursed by
the authority and not this state. On or before the effective date
of a sale described in this subsection, this state through the
state representative shall notify the escrow agent under the naster
settlenent agreenent that this state has sold all or a portion of
the state’s tobacco receipts to the authority, including, if
applicable, a statenent as to the percentage sold and shal
irrevocably instruct the escrow agent that, subsequent to the date

specified in the notice, that portion of the state’'s tobacco
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receipts are to be paid directly to the authority or the trustee
under the applicable authority resolution, trust agreenent, or
trust indenture for the benefit of the owners of the securities and
benefited parties until the authority s bonds and ancillary
facilities are no | onger outstanding. Once the bonds or ancillary
facilities are no | onger outstanding, an officer or agent of this
state who shall receive any encunbered TSRs shall hold themin
trust for the authority or the trustee, as applicable, and shal
pronptly remt the sane to the authority or the trustee, as
appl i cabl e.

(7) The net proceeds and any earnings on the net proceeds
shal | never be pledged to, or nade avail able for, paynent of the
bonds or ancillary facilities or any interest or redenption price
or any other debt or obligation of the authority. The state is
authorized and nmay arrange for the availability of the net proceeds
and residual interests fromthe authority on the ternms and
conditions as the state representative considers appropriate and
may include in the sale agreenent provisions for interfund
transactions with respect to the net proceeds and residual
interests between the state and the authority.

Sec. 9. The issuance of bonds and the execution of any
ancillary facility under the provisions of this act shall not
directly, or indirectly, or contingently obligate the state or any
political subdivision of this state to pay any anounts to the
authority or owner of bonds or benefited parties or |evy or pledge
any form of taxation whatsoever for the bonds or ancillary

facilities. The bonds and any ancillary facility are not a debt or
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liability of this state or any agency or instrunmentality of this
state, other than the authority as set forth in this act, either

| egal, noral, or otherw se, and nothing contained in this act shal
be construed to authorize the authority to i ncur any indebtedness
on behalf of or in any way to obligate this state or any politi cal
subdi vision of this state, and the bonds and any ancillary facility
shall contain on the face of the bond and ancillary facility or

ot her prom nent place on the bond or ancillary facility in bold
typeface a statenent to that effect.

Sec. 10. (1) It is determned that the creation of the
authority and the carrying out of its authorized purposes is in all
respects a public and governnental purpose for the benefit of the
people of this state and for the inprovenent of their health,
safety, welfare, confort, and security, and that these purposes are
public purposes and that the authority will be perform ng an
essential governnmental function in the exercise of the powers
conferred upon it by this act.

(2) The property of the authority and its incone and
operations shall be exenpt fromtaxation by this state and any
political subdivision of this state.

(3) In the case of any bonds, the interest on which is
i ntended to be exenpt fromfederal income tax, the authority shal
prescribe restrictions on the use of the proceeds of those bonds
and related matters as are necessary to assure the exenption, and
the recipients of proceeds of those bonds shall be bound thereby to
the extent the restrictions shall be nade applicable to them Any

reci pient of the proceeds of bonds bearing interest that is
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intended to be exenpt fromfederal inconme tax, including wthout
l[imtation this state or any political subdivision of this state,
is authorized to execute a tax regulatory agreement with the
authority and, as to any political subdivision that is a recipient
of the proceeds of bonds bearing interest that is intended to be
exenpt fromfederal incone, this state. The execution of a tax
regul atory agreenment nay be treated as a condition to receiving any
proceeds of a bond issued under this act.

Sec. 11. (1) This state hereby pl edges and agrees with the
authority, and the owners of the bonds and benefited parties, that
until all bonds and ancillary facilities, together with the
interest on the bonds and ancillary facilities and all costs and
expenses in connection with any action or proceedi ngs by or on
behal f of owners of bonds or benefited parties, are fully paid and
di scharged, that this state will do all of the follow ng

(a) Irrevocably direct the escrow agent under the naster
settlenent agreenent to transfer the TSRs directly to the authority
or its assignee.

(b) Enforce the authority's rights to receive the TSRs to the
full extent permtted by the terns of the master settlenent
agr eenent .

(c) Not anend the master settlenent agreenent in any manner
that would materially inpair the rights of the owners of the bonds
or of the benefited parties.

(d) Not limt or alter the rights of the authority to fulfil
the terms of its agreenments with owners of the bonds or benefited

parti es.
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(e) Not in any way inpair the rights and renedi es of owners of
t he bonds or benefited parties or the security for the bonds or
ancillary facilities, provided, that nothing in this act shall be
construed to preclude the state's regul ation of snoking, and the
taxation and regul ation of the sale of cigarettes or other tobacco
pr oducts.

(f) Not fail to enforce the qualifying statute.

(g) Not anend, supersede, or repeal the qualifying statute in
any way that would materially adversely affect the anpunt of any
paynent to, or materially inpair the rights of, the authority,
owners of the bonds, or the benefited parties.

(2) The state representative is authorized and directed to
i ncl ude the pl edge and agreenent nade under this section in sale
agreements and the authority is authorized and directed to include
t he pl edge and agreenent in any contract with the owners of the
bonds and benefited parti es.

(3) Prior to the date that is 1 year and 1 day after the
authority no | onger has any bonds or ancillary facilities
outstanding, the authority shall have no authority to file a
voluntary petition under chapter 9 of the federal bankruptcy code
or such correspondi ng chapter or sections as may, fromtine to
time, be in effect, and neither any public officer or any
organi zation, entity, or other person shall authorize the authority
to be or become a debtor under chapter 9 of the federal bankruptcy
code or any successor or correspondi ng chapter or sections during
that period. The state hereby covenants with the owners of the

bonds and benefited parties that this state will not Iimt or alter
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the denial of the authority under this subsection during the period
referred to in this subsection. The authority is authorized and
directed to include this covenant as an agreenent of this state in
any contract with the owners of the bonds and benefited parties.

Sec. 12. Notwi thstanding any restriction contained in any
other law, rule, regulation, or order to the contrary, this state
and all political subdivisions of this state, their officers,
boards, comm ssioners, departnents or other agencies, governnental
pensi on funds, all banks, trust conpanies, savings banks and
institutions, building and | oan associ ati ons, savings and | oan
associ ations, investnment conpanies and ot her persons carrying on a
banki ng or investnent business, and all executors, adm nistrators,
guardi ans, trustees and other fiduciaries, and all other persons
what soever who now are or nmay hereafter be authorized to invest in
bonds or other obligations of the state, nmay properly and |l egally
i nvest any sinking funds, nmoney or other funds, including capital,
bel onging to themor within their control, in any bond. Bonds
i ssued by the authority under this act are hereby nade bonds that
may properly and |legally be deposited with, and received by, any
state nunicipal officers or agency of this state, for any purpose
for which the deposit of bonds or other obligations of this state
is now, or may be, authorized by |aw

Sec. 13. The authority may be dissolved by act of the
| egi slature on condition that the authority has no debts or
obl i gati ons outstanding or that provision has been rmade for the
paynment or retirenent of all debts or obligations. Upon any such

di ssolution of the authority, all property, funds, and assets of
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the authority shall be vested in this state.

Sec. 14. This act and all powers granted hereby shall be
liberally construed to effectuate its intent and their purposes,

Wi thout inplied [imtations on the powers of the authority or the
state treasurer. This act shall constitute full, conplete, and
addi tional authority for all things that are contenplated in this
act to be done. Al rights and powers granted in this act shall be
cunul ative with those derived from other sources and shall not,
except as expressly stated in this act, be construed in limtation
of those rights and powers. Insofar as the provisions of this act
are inconsistent with the provisions of any other act, general or
special, the provisions of this act shall be controlling. If any
cl ause, paragraph, section, or part of this act is adjudged by any
court of conpetent jurisdiction to be invalid, that judgment shall
not affect, inpair, or invalidate the remainder of the cl ause,

par agr aph, section, or part but shall be applied in its operation
to the clause, sentence, paragraph, section, or part directly
involved in the controversy in which the judgnent shall have been
render ed.

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

Sec. 16. The authority shall submit an annual report no |later
than March 1 relating to its activities for the precedi ng cal endar
year to the governor, the speaker and mnority | eader of the house
of representatives, and the majority and mnority | eaders of the

senat e.
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Sec. 17. (1) One nmillion dollars is appropriated fromthe
general fund to the authority for the fiscal year endi ng Septenber
30, 2006 for all of the foll ow ng purposes:

(a) Paynent of operating expenses of the authority.

(b) Funding any reserve requirenents.

(2) Money appropriated under this section that is not expended
before the end of the state fiscal year ending Septenber 30, 2006
shall not revert to the general fund and may be retai ned and used
by the authority for the purposes authorized by subsection (1).

Sec. 18. Except as otherwi se provided in this section, any
| egal action against the authority shall be brought in the M chigan
court of appeals, which shall have exclusive jurisdiction. However,
any |l egal actions against the authority seeking noney damages shal
be brought in the Mchigan court of clains, which shall have
exclusive original jurisdiction with respect to actions against the
aut hority seeki ng noney danmages.

Enacting section 1. This act does not take effect unless all
of the following bills of the 93rd Legislature are enacted into
| aw

(a) Senate Bill No. 359.

(b) Senate Bill No. 533.

(c) House Bill No. 4972.
(d) House Bill No. 4973.
(e) House Bill No. 5047.
(f) House Bill No. 5108.
(g) House Bill No. 51009.
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