
LOCAL FINANCIAL STABILITY AND CHOICE ACT (EXCERPT)
Act 436 of 2012

141.1544 Determination of probable financial stress; preliminary review; conditions; school
district; notification to local government; interim report of findings; final report; finding of
probable financial stress; appointment of review team for municipal government;
appointment of review team for local school district; staff support; duration of
appointment.
Sec. 4. (1) Subject to subsection (2), the state financial authority may conduct a preliminary review to

determine the existence of probable financial stress within a local government if 1 or more of the following
occur:

(a) The governing body or the chief administrative officer of a local government requests a preliminary
review. The request shall be in writing and shall identify the existing or anticipated financial conditions or
events that make the request necessary.

(b) The state financial authority receives a written request from a creditor with an undisputed claim that
remains unpaid 6 months after its due date against the local government that exceeds the greater of
$10,000.00 or 1% of the annual general fund budget of the local government, provided that the creditor
notifies the local government in writing at least 30 days before his or her request to the state financial
authority of his or her intention to submit a written request under this subdivision.

(c) The state financial authority receives a petition containing specific allegations of local government
financial distress signed by a number of registered electors residing within the local government's jurisdiction
equal to not less than 5% of the total vote cast for all candidates for governor within the local government's
jurisdiction at the last preceding election at which a governor was elected. Petitions shall not be filed under
this subdivision within 60 days before any election of the local government.

(d) The state financial authority receives written notification that a local government has not timely
deposited its minimum obligation payment to the local government pension fund as required by law.

(e) The state financial authority receives written notification that the local government has failed for a
period of 7 days or more after the scheduled date of payment to pay wages and salaries or other compensation
owed to employees or benefits owed to retirees.

(f) The state financial authority receives written notification from a trustee, paying agent, bondholder, or
auditor engaged by the local government of a default in a bond or note payment or a violation of 1 or more
bond or note covenants.

(g) The state financial authority of a local government receives a resolution from either the senate or the
house of representatives requesting a preliminary review.

(h) The local government has violated a requirement of, or a condition of an order issued pursuant to,
former 1943 PA 202, the revenue bond act of 1933, 1933 PA 94, MCL 141.101 to 141.140, the revised
municipal finance act, 2001 PA 34, MCL 141.2101 to 141.2821, or any other law governing the issuance of
bonds or notes.

(i) The municipal government has violated the conditions of an order issued by the local emergency
financial assistance loan board pursuant to the emergency municipal loan act, 1980 PA 243, MCL 141.931 to
141.942.

(j) The local government has violated a requirement of sections 17 to 20 of the uniform budgeting and
accounting act, 1968 PA 2, MCL 141.437 to 141.440.

(k) The local government fails to timely file an annual financial report or audit that conforms with the
minimum procedures and standards of the state financial authority and is required for local governments
under the uniform budgeting and accounting act, 1968 PA 2, MCL 141.421 to 141.440a, or 1919 PA 71, MCL
21.41 to 21.55.

(l) If the local government is a school district, the school district fails to provide an annual financial report
or audit that conforms with the minimum procedures and standards of the superintendent of public instruction
and is required under the revised school code, 1976 PA 451, MCL 380.1 to 380.1852, and the state school aid
act of 1979, 1979 PA 94, MCL 388.1601 to 388.1896.

(m) The municipal government is delinquent in the distribution of tax revenues, as required by law, that it
has collected for another taxing jurisdiction, and that taxing jurisdiction requests a preliminary review.

(n) The local government is in breach of its obligations under a deficit elimination plan or an agreement
entered into pursuant to a deficit elimination plan.

(o) A court has ordered an additional tax levy without the prior approval of the governing body of the local
government.

(p) The municipal government has ended a fiscal year in a deficit condition as defined in section 21 of the
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Glenn Steil state revenue sharing act of 1971, 1971 PA 140, MCL 141.921, or has failed to comply with the
requirements of that section for filing or instituting a financial plan to correct the deficit condition.

(q) The school district ended its most recently completed fiscal year with a deficit in 1 or more of its funds
and the school district has not submitted a deficit elimination plan to the state financial authority within 30
days after the district's deadline for submission of its annual financial statement.

(r) The local government has been assigned a long-term debt rating within or below the BBB category or
its equivalent by 1 or more nationally recognized credit rating agencies.

(s) The existence of other facts or circumstances that, in the state treasurer's sole discretion for a municipal
government, are indicative of probable financial stress or that, in the state treasurer's or superintendent of
public instruction's sole discretion for a school district, are indicative of probable financial stress.

(2) If 1 or more of the following occur, the state financial authority of the school district shall conduct a
preliminary review to determine the existence of probable financial stress within the school district:

(a) The school district is subject to a deficit elimination plan under section 1220 of the revised school code,
1976 PA 451, MCL 380.1220, and the state treasurer determines that the school district has failed to submit or
materially comply with the requirements of the deficit elimination plan.

(b) The school district is subject to a deficit elimination plan under section 1220 of the revised school code,
1976 PA 451, MCL 380.1220, that provides for the elimination of deficit over a period exceeding 5 years.

(3) Before commencing the preliminary review under subsection (1) or (2), the state financial authority
shall provide the local government specific written notification that it intends to conduct a preliminary review.
Elected and appointed officials of a local government shall promptly and fully provide the assistance and
information requested by the state financial authority for that local government in conducting the preliminary
review. The state financial authority shall provide an interim report of its findings to the local government
within 20 days following the commencement of the preliminary review. In addition, a copy of the interim
report shall be provided to each state senator and state representative who represents that local government.
The local government may provide comments to the state financial authority concerning the interim report
within 5 days after the interim report is provided to the local government. The state financial authority shall
prepare and provide a final report detailing its preliminary review to the local emergency financial assistance
loan board. In addition, a copy of the final report shall be provided to each state senator and state
representative who represents that local government. The final report shall be posted on the department of
treasury's website within 7 days after the final report is provided to the local emergency financial assistance
loan board. The preliminary review and final report by the state financial authority shall be completed within
30 days following commencement of the preliminary review. For a preliminary review conducted under
subsection (2), if the final report prepared by the state financial authority confirms the existence of any of the
factors provided in subsection (2)(a) or (b), the state financial authority's confirmation is prima facie evidence
that probable financial stress exists for that school district. Within 20 days after receiving the final report from
the state financial authority, the local emergency financial assistance loan board shall determine if probable
financial stress exists for the local government.

(4) If a finding of probable financial stress is made for a municipal government by the local emergency
financial assistance loan board under subsection (3), the governor shall appoint a review team for that
municipal government consisting of the state treasurer or his or her designee, the director of the department of
technology, management, and budget or his or her designee, a nominee of the senate majority leader, and a
nominee of the speaker of the house of representatives. The governor may appoint other state officials or
other persons with relevant professional experience to serve on a review team to undertake a municipal
financial management review.

(5) If a finding of probable financial stress is made for a school district by the local emergency financial
assistance loan board under subsection (3), the governor shall appoint a review team for that school district
consisting of the state treasurer or his or her designee, the superintendent of public instruction or his or her
designee, the director of the department of technology, management, and budget or his or her designee, a
nominee of the senate majority leader, and a nominee of the speaker of the house of representatives. The
governor may appoint other state officials or other persons with relevant professional experience to serve on a
review team to undertake a school district financial management review.

(6) The department of treasury shall provide staff support to each review team appointed under this
section.

(7) A review team appointed under former 1988 PA 101 or former 1990 PA 72 and serving immediately
before March 28, 2013 shall continue under this act to fulfill its powers and duties. All proceedings and
actions taken by the governor, the state treasurer, the superintendent of public instruction, the local emergency
financial assistance loan board, or a review team under former 2011 PA 4, former 1988 PA 101, or former
1990 PA 72 before March 28, 2013 are ratified and are enforceable as if the proceedings and actions were
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taken under this act, and a consent agreement entered into under former 2011 PA 4, former 1988 PA 101, or
former 1990 PA 72 that was in effect immediately before March 28, 2013 is ratified and is binding and
enforceable under this act.

History: 2012, Act 436, Eff. Mar. 28, 2013;Am. 2015, Act 110, Imd. Eff. July 7, 2015.

Compiler's note: Enacting section 2 of Act 436 of 2012 provides:
"Enacting section 2. It is the intent of the legislature that this act function and be interpreted as a successor statute to former 1988 PA

101, former 1990 PA 72, and former 2011 PA 4, and that whenever possible a reference to former 1988 PA 101, former 1990 PA 72, or
former 2011 PA 4, under other laws of this state or to a function or responsibility of an emergency financial manager or emergency
manager under former 1988 PA 101, former 1990 PA 72, or former 2011 PA 4, under other laws of this state shall function and be
interpreted to reference to this act, with the other laws of this state referencing former 1988 PA 101, former 1990 PA 72, or former 2011
PA 4, including, but not limited to, all of the following:

(a) The charter township act, 1947 PA 359, MCL 42.1 to 42.34.
(b) 1966 PA 293, MCL 45.501 to 45.521.
(c) 1851 PA 156, MCL 46.1 to 46.32.
(d) The general law village act, 1895 PA 3, MCL 61.1 to 74.25.
(e) The home rule village act, 1909 PA 278, MCL 78.1 to 78.28.
(f) The fourth class city act, 1895 PA 215, MCL 81.1 to 113.20.
(g) The home rule city act, 1909 PA 279, MCL 117.1 to 117.38.
(h) The metropolitan transportation authorities act of 1967, 1967 PA 204, MCL 124.401 to 124.426.
(i) 1947 PA 336, MCL 423.201 to 423.217."
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