REVISED MUNICIPAL FINANCE ACT (EXCERPT)
Act 34 of 2001

141.2403 Resolution authorizing municipal security; tax levy provision; operating
expenditures; limitation; set aside of taxes collected; tax installments; capital
improvements; debt service charges.

Sec. 403. (1) If amunicipality issues a municipal security in anticipation of the collection of the taxes for
the next succeeding fiscal year, the resolution authorizing a municipal security shall contain an irrevocable
provision for the levying of atax in the next succeeding fiscal year for the purpose for which the municipal
security is to be made and the repayment of the municipal security from the receipt of taxes.

(2) A municipality may issue the short-term municipal security described in subsection (1) to pay for
operating expenditures. As used in this section, "operating expenditures’ means 1 or more of the following:

(a) Necessary operating expenditures of the municipality that could not reasonably have been foreseen and
adequately provided for in the tax levy for the then current fiscal year.

(b) Payment of an expenditure in the then current fiscal year that cannot be funded because of adelay in or
failure of receipt of budgeted revenue.

(c) Payment of budgeted expendituresin the then current fiscal year that precede budgeted revenues.

(3) The amount of the municipal securities issued under this section to pay operating expenditures shall not
exceed 50% of the operating tax levy for the current fiscal year, or if the operating tax levy for the next
succeeding fiscal year is determined, then 50% of the levy for the next succeeding fiscal year. The authorizing
resolution shall provide that from the first collections of the operating taxes for the next succeeding fiscal
year, there shall be set aside in a special fund to be used for the payment of principal and interest on the tax
anticipation municipal security, a portion of each dollar that is not less than 125% of the percentage that the
principal amount of the municipal security bears to the amount of the operating taxes until the amount set
aside is sufficient for the payment. If a municipality collects its taxes in installments and issues a municipal
security in anticipation of more than 1 installment, the requirements of the preceding sentence shall apply to
each installment of taxes. The collection of the taxes to be set aside shall not be used for any other purpose. If
the municipality determines that issuing municipal securities for this purpose will result in a deficiency in the
funds available to pay the necessary operating expenditures of the next succeeding fiscal year, the
municipality shall levy additional taxes in the future from within constitutional, charter, and statutory limitsto
prevent a continuation of the deficiency from year to year.

(4) A municipality may issue a short-term municipal security described in subsection (1) to pay for 1 or
more capital improvements that can be legally and properly provided for in the budget of the municipality for
the fiscal year in which the municipality issues the short-term municipal security. The principal amount of the
municipal security issued for this purpose shall not exceed the sum set forth in the authorizing resolution to be
levied for the improvement. The authorizing resolution shall provide that from the first collection of taxes for
the next succeeding fiscal year, there shall be set aside in a special fund to be used for the payment of
principal and interest on the short-term municipal security that percentage of the collection that the tax levied
for capital outlay bears to the total levy, and until the amount set aside is sufficient for the payment, collection
of the taxesto be set aside shall not be used for any other purpose.

(5) A municipality may issue the short-term municipal security described in subsection (1) to pay debt
service charges or obligations on municipal securities or agreements described in section 317(5).

History: 2001, Act 34, Eff. Mar. 1, 2002;0 Am. 2002, Act 500, Imd. Eff. July 3, 2002.
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