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HB-4716, As Passed House, June 23, 2011

HOUSE BILL No. 4716

June 9, 2011, Introduced by Rep. Olumba and referred to the Committee on Local,
Intergovernmental, and Regional Affairs.

A bill to amend 1909 PA 279, entitled
"The home rule city act,"
by amending section 36a (MCL 117.36a), as amended by 2011 PA 36.

THE PEOPLE OF THE STATE OF MICHIGAN ENACT:

Sec. 36a. (1) Except as otherwise provided under this section,
if a financial emergency exists under the local government and
school district fiscal accountability act, 2011 PA 4, MCL 141.1501
to 141.1531, a city may issue financial recovery bonds in amounts
greater than the limitations established by the city charter or
this act.

(2) Any financial recovery bonds issued under this section are
subject to the terms and conditions approved by the local emergency
financial assistance loan board created under the emergency
municipal loan act, 1980 PA 243, MCL 141.931 to 141.942.

(3) Any financial recovery bonds issued under this section are
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not subject to section 5(g).

(4) Notwithstanding subsection (1), the net indebtedness of a
city, reduced by any amounts excluded under section 4a(4), shall
not exceed 20% of the assessed value of the city.

(5) Notwithstanding subsection (4), the net indebtedness of a
city that issues financial recovery bonds under subsection (6),
reduced by any amounts excluded under section 4a(4), shall not
exceed 12% of the assessed value of the city, adjusted for
additions as provided under section 4a(9).

(6) If financial recovery bonds are issued under this
subsection by a city with a population of less than 10,000
according to the latest federal decennial census and located in a
county organized under 1966 PA 293, MCL 45.501 to 45.521, the city
may provide in the order authorizing the issuance of the bonds for
the deposit of revenues generated from taxes levied by the city,
including a tax levied by the city to pay a judgment or comply with
a court order, into an escrow account to be used for the purpose of
paying principal of and interest on the bonds and the
administrative costs associated with issuing the bonds, and the tax
revenues may be pledged by the city for the payment of the bonds
issued under this section. Bonds issued under this subsection shall
be limited in amount to that necessary to pay court-ordered
judgments against the city existing on the effeetive dateof the
amerndateory—act—that oddedthis subsectieon—MAY 25, 2011 and
administrative costs associated with issuing the bonds. If the city
enters into an agreement with a third-party tax collector pursuant

to which the third-party tax collector has the duty to collect
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taxes that otherwise would be collected by the city treasurer, the
agreement shall also provide for the direct payment of all tax
revenues pledged for payment of bonds issued pursuant to this
section collected by the third-party tax collector to a trustee to
be deposited into an escrow account and used for the sole purpose
of paying principal of and interest on the bonds. If the city and a
third-party tax collector enter into an agreement providing for the
direct payment of taxes to a trustee, a statutory lien and trust is
created applicable to those tax revenues received or to be received
from the third-party tax collector by the trustee. The tax revenues
paid or to be paid to a trustee for the purpose of paying the
principal of and interest on the bonds issued pursuant to this
section shall be subject to a lien and trust, which is a statutory
lien and trust paramount and superior to all other liens and
interests of any kind, for the sole purpose of paying the principal
of and interest on bonds issued pursuant to this section and any
other bonds subsequently issued by the city sharing a parity or
subordinate pledge of those tax revenues. The lien and trust
created under this subsection for the benefit of bondholders or
others is perfected without delivery, recording, or notice. The tax
revenues held or to be held by a trustee shall be held in trust for
the sole benefit of the holders of the bonds issued pursuant to
this section and are exempt from being levied upon, taken,
sequestered, or applied toward paying the debts or liabilities of
the city other than for payment of debt service on the bonds to
which the lien applies. As used in this subsection, "third-party

tax collector" means a party that is not the city treasurer or
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other elected or appointed city official with whom the city has
entered into a contractual agreement pursuant to which the third-
party tax collector agrees to collect taxes that otherwise would be
collected by the city treasurer.

(7) A CITY THAT ISSUES FINANCIAL RECOVERY BONDS UNDER THIS
SECTION SUBSEQUENTLY MAY REFUND ALL OR A PORTION OF THOSE BONDS
SUBJECT TO THE TERMS AND CONDITIONS APPROVED BY THE LOCAL EMERGENCY
FINANCIAL ASSISTANCE LOAN BOARD. HOWEVER, THE LOCAL EMERGENCY
FINANCIAL ASSISTANCE LOAN BOARD SHALL NOT APPROVE ANY TERM OR
CONDITION UNDER THIS SUBSECTION THAT MATERIALLY ALTERS ANY EXISTING
TERM, CONDITION, LIEN, OR PRIORITY THAT APPLIED TO THE BONDS BEFORE
THE REFUNDING IF THE APPROVAL WOULD CONSTITUTE AN IMPERMISSIBLE
CONTRACT IMPAIRMENT. IF FINANCIAL RECOVERY BONDS ARE OR HAVE BEEN
ISSUED BY A CITY UNDER THIS SECTION, THE CITY MAY PROVIDE
ADDITIONAL SECURITY FOR THE PRIOR BONDS PURSUANT TO THIS SUBSECTION
AND MAY ISSUE FINANCIAL RECOVERY BONDS PURSUANT TO THIS SUBSECTION
TO BE SOLD TO THE MICHIGAN FINANCE AUTHORITY FOR THE PURPOSE OF
REFUNDING ALL OR A PORTION OF THE PRIOR BONDS, OR OTHER OBLIGATIONS
OF THE CITY, AND FOR SUCH OTHER PURPOSES AS APPROVED BY THE LOCAL
EMERGENCY FINANCIAL ASSISTANCE LOAN BOARD. A CITY MAY BY RESOLUTION
OR ORDER PROVIDE FOR THE DEPOSIT OF REVENUES PLEDGED FOR THE
PAYMENT OF PRIOR BONDS OR BONDS ISSUED PURSUANT TO THIS SUBSECTION
INTO A SEPARATE ACCOUNT FOR THE PURPOSE OF PAYING PRINCIPAL AND
INTEREST ON THOSE OBLIGATIONS, THE ADMINISTRATIVE COSTS ASSOCIATED
WITH THOSE OBLIGATIONS, AND ANY OTHER OBLIGATIONS ISSUED BY THE
CITY THAT ARE SECURED BY THOSE REVENUES. FOR PURPOSES OF THIS

SUBSECTION, PRINCIPAL AND INTEREST MAY INCLUDE TERMINATION FEES AND
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CREDIT ENHANCEMENT FEES, IF ANY. IF THE CITY ENTERS INTO AN
AGREEMENT WITH A THIRD PARTY THAT HAS A DUTY OR OBLIGATION UNDER
THE AGREEMENT OR UNDER STATE LAW TO COLLECT FOR, PAY, REMIT,
DISBURSE, OR DISTRIBUTE TO THE CITY ALL OR A PORTION OF THE
REVENUES PLEDGED BY THE CITY FOR THE PAYMENT OF PRINCIPAL AND
INTEREST ON PRIOR BONDS OR BONDS ISSUED PURSUANT TO THIS
SUBSECTION, THE AGREEMENT SHALL ALSO PROVIDE FOR THE DIRECT PAYMENT
OF THE REVENUES THAT THE THIRD PARTY HAS A DUTY OR OBLIGATION TO
COLLECT FOR, PAY, REMIT, DISBURSE, OR DISTRIBUTE TO THE CITY, AND
THAT THE CITY HAS PLEDGED FOR PAYMENT OF THE PRIOR BONDS OR BONDS
ISSUED PURSUANT TO THIS SUBSECTION, TO A TRUSTEE TO BE DEPOSITED
INTO AN ESCROW ACCOUNT AND USED FOR THE SOLE PURPOSE OF PAYING
PRINCIPAL OF AND INTEREST ON THE PRIOR BONDS OR BONDS ISSUED
PURSUANT TO THIS SUBSECTION AND RELATED ADMINISTRATIVE COSTS AND
ANY OTHER OBLIGATIONS ISSUED BY THE CITY THAT ARE SECURED BY THOSE
REVENUES. THE AGREEMENT SHALL BE AUTHORIZED BY RESOLUTION OR ORDER
OF THE CITY AND APPROVED BY THE LOCAL EMERGENCY FINANCIAL
ASSISTANCE LOAN BOARD. IF THE CITY AND A THIRD PARTY ENTER INTO AN
AGREEMENT PROVIDING FOR THE DIRECT PAYMENT OF THE REVENUES PLEDGED
BY THE CITY FOR THE PAYMENT OF PRIOR BONDS OR BONDS ISSUED PURSUANT
TO THIS SUBSECTION TO A TRUSTEE, A STATUTORY LIEN AND TRUST IS
CREATED APPLICABLE TO THOSE REVENUES RECEIVED OR TO BE RECEIVED
FROM THE THIRD PARTY BY THE TRUSTEE, AND THE REVENUES PAID OR TO BE
PAID TO A TRUSTEE FOR THE PURPOSE OF PAYING THE PRINCIPAL AND
INTEREST ON PRIOR BONDS OR BONDS ISSUED PURSUANT TO THIS SUBSECTION
SHALL BE SUBJECT TO A LIEN AND TRUST THAT IS A STATUTORY LIEN AND

TRUST PARAMOUNT AND SUPERIOR TO ALL OTHER LIENS AND INTERESTS OF
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ANY KIND, FOR THE SOLE PURPOSE OF PAYING THE PRINCIPAL AND INTEREST
ON THE PRIOR BONDS OF THE CITY OR BONDS OF THE CITY ISSUED PURSUANT
TO THIS SUBSECTION AND RELATED ADMINISTRATIVE COSTS AND ANY OTHER
OBLIGATIONS ISSUED BY THE CITY THAT ARE SECURED BY THOSE REVENUES.
THE LIEN AND TRUST CREATED UNDER THIS SUBSECTION IS PERFECTED
WITHOUT DELIVERY, RECORDING, OR NOTICE. THE REVENUES HELD OR TO BE
HELD BY A TRUSTEE PURSUANT TO AN AGREEMENT SHALL BE HELD IN TRUST
PURSUANT TO THIS SUBSECTION AND ARE EXEMPT FROM BEING LEVIED UPON,
TAKEN, SEQUESTERED, OR APPLIED TOWARD PAYING THE DEBTS OR
LIABILITIES OF THE CITY OTHER THAN FOR PAYMENT OF DEBT SERVICE ON
THE OBLIGATIONS AND RELATED ADMINISTRATIVE COSTS TO WHICH THE LIEN
APPLIES. A STATUTORY LIEN AND TRUST CREATED BY THIS SUBSECTION
APPLICABLE TO DISTRIBUTABLE AID RECEIVED OR TO BE RECEIVED FROM THE
STATE TREASURER BY A PAYING AGENT, ESCROW AGENT, OR TRUSTEE, SHALL
APPLY ONLY TO THE DISTRIBUTABLE AID, AS THAT TERM IS DEFINED IN
SECTION 9 OF THE FISCAL STABILIZATION ACT, 1981 PA 80, MCL
141.1009, AFTER IT HAS BEEN APPROPRIATED AND SHALL BE SUBJECT TO
ANY SUBSEQUENT REDUCTION OF THAT APPROPRIATION BY OPERATION OF LAW
OR EXECUTIVE ORDER. NOTHING IN THIS SUBSECTION SHALL ABRIDGE OR
REDUCE THE ABILITY OF THE STATE TREASURER TO WITHHOLD DISTRIBUTABLE
AID FROM A CITY AS PROVIDED BY THE GLENN STEIL STATE REVENUE
SHARING ACT OF 1971, 1971 PA 140, MCL 141.901 TO 141.921. FINANCIAL
RECOVERY BONDS ISSUED PURSUANT TO THIS SUBSECTION ARE NOT SUBJECT
TO SUBSECTION (4). THIS SUBSECTION SHALL NOT BE CONSTRUED TO DO ANY
OF THE FOLLOWING:

(A) CREATE OR CONSTITUTE STATE INDEBTEDNESS.

(B) REQUIRE THE STATE TO CONTINUE TO IMPOSE AND COLLECT TAXES
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FROM WHICH DISTRIBUTABLE AID IS PAID OR TO MAKE PAYMENTS OF
DISTRIBUTABLE AID.

(C) LIMIT OR PROHIBIT THE STATE FROM REPEALING OR AMENDING A
LAW ENACTED FOR THE DISTRIBUTABLE AID, OR FOR THE MANNER, TIME, OR
AMOUNT OF DISTRIBUTABLE AID.

(8) +4H—Financial recovery bonds issued under this section are
not subject to the revised municipal finance act, 2001 PA 34, MCL

141.2101 to 141.2821.
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