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SB 959, As Passed Senate, September 28, 2000

SUBSTI TUTE FOR
SENATE BI LL NO. 959

A bill to amend 1985 PA 227, entitled
"Shared credit rating act,”
by anmending the title and sections 1, 3, 5, 6, 7, 8, 16, and 20
(MCL 141.1051, 141.1053, 141.1055, 141.1056, 141.1057, 141.1058,
141. 1066, and 141.1070), the title and sections 3 and 8 as
anended by 1997 PA 27, section 7 as anended by 2000 PA 118, and
section 20 as anended by 1988 PA 316; and to repeal acts and
parts of acts.

THE PEOPLE OF THE STATE OF M CHI GAN ENACT:
TI TLE

An act to create the M chigan nunicipal bond authority and
to prescribe its powers and duties; to provide for the issuance
of, and ternms and conditions for, notes and bonds of the
authority; to authorize certain forms of assistance to
governnmental units including the creation and managenent of
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Senate Bill No. 959 2
i nvestnments; to inpose conditions on, grant certain powers to
political subdivisions of the state and water suppliers regard-
ing, and allow certain agreenents regardi ng obligations of polit-
i cal subdivisions of the— THI S state and water suppliers pur-
chased by the authority; to exenpt the property, inconme, and
operation of the authority, its bonds and notes, and the interest
on its bonds and notes fromcertain taxes; —and— to grant powers
and i npose duties on officers and agencies of the state, politi-
cal subdivisions of the— TH S state, and water suppliers; TO
ACCEPT AND EXPEND CERTAI N APPROPRI ATI ONS; AND TO REPEAL ACTS AND
PARTS OF ACTS.

Sec. 1. The legislature finds and declares the foll ow ng:

(a) It isin the public interest and it is the policy of the

state to foster and pronote borrow ng of noney by governnenta
units within the state for financing public inprovenents, for

fi nanci ng community water supplies and noncommunity water sup-
plies, and for financing other nunicipal purposes from proceeds
of bonds or notes issued by those governnmental units; to assi st

t hose governnental units in fulfilling their needs for those pur-
poses by creation of indebtedness; to provide for the orderly

mar ket i ng of nunici pal obligations; and to the extent possible,
to encourage continued investor interest in the bonds or notes of
t hose governnental units as sound and preferred securities for
i nvest nent .

(b) It isin the public interest and it is the policy of
—the— THI S state to encourage governnmental units within —the—
TH S state to continue their independent undertakings of public
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i nprovenents, community water supplies and nonconmunity water
suppl i es, and new muni ci pal purposes and the financing for them
and to assist the governnmental units by maki ng noney avail abl e
for orderly financing of public inprovenents, comrunity water
suppl i es and noncommunity water supplies, and other nunicipal AND
GOVERNMENTAL pur poses.

(c) Credit and municipal bond market conditions require the
exerci se of the powers of the— THI S state in the interest of its
governnmental units to further and inplenent such policies by
aut hori zing the M chigan nunicipal bond authority to have ful
powers to borrow noney and to issue its bonds and notes to nake
noney avail abl e through the M chi gan munici pal bond authority at
reduced rates or on nore favorable terns for borrow ng by the
state’s governnental units through the purchase of the obliga-
tions of the governnental units in fully nmarketable form and by
granting broad powers to the M chigan mnunicipal bond authority to
acconplish and to carry out these policies of the— TH S state
—whteh— THAT are in the public interest of the— TH S state and
of its taxpayers and residents.

Sec. 3. As used in this act:

(a) "Authority"” neans the M chigan municipal bond authority
created in section 4.

(b) "Board" neans the board of trustees of the authority
est ablished in section 5.

(c) "Bonds" neans bonds of the authority issued under this
act with a maturity greater than 3 years. -—Bonds—dornot—tnctude
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Senate Bill No. 959 4

(d) "Capitalization grant” neans the federal grant nade to
this state by the United States environnental protection agency
for either of the follow ng purposes:

(i) For the purpose of establishing a state water pollution
control revolving fund, as provided in title VI of the federal
wat er pol lution control act, chapter 758, 101 Stat. 22, 33
U S C 1381 to 1387.

(ii) For the purpose of establishing a state drinking water
revol ving fund, as provided in section 1452 of part E of TITLE
XIV OF the —federat——safe—-drinking—water— PUBLI C HEALTH SERVI CE
act, 42 U S.C. 300j-12.

(e) "Conmunity water supply" neans a comrunity water supply
as defined in part 54 —(safe-drinking—water—asststance)— of the
nat ural resources and environnental protection act, 1994 PA 451,
MCL 324.5401 to 324.5418.

(f) "Federal safe drinking water act” neans title XIV of the
public health service act, chapter 373, 88 Stat. 1660.

(g) "Federal water pollution control act" neans chapter 758,
86 Stat. 816, 33 U.S.C. 1251 to 1252, 1253 to 1254, 1255 to 1257,
1258 to 1263, 1265 TO 1270, 1281, 1282 to 1293, 1294 to 1299,
1311 to 1313, 1314 to 1330, 1341 to 1345, 1361 to 1377, and 1381
to 1387.

(h) "Fully marketable forni nmeans a nunicipal obligation
duly executed and acconpani ed by all of the follow ng:
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(i) An approving | egal opinion of a bond counsel approved by
the authority and of nationally recognized standing in the field
of munici pal |aw.

(ii) C osing docunents in a form and substance satisfactory
to the authority. The mnunicipal obligation so executed need not
be printed or |ithographed nor be in nore than 1 denom nati on.

(iii) Evi dence that the pledge for paynent of the nunicipal
obligation will be sufficient to pay the principal of and inter-
est on the rmunicipal obligation when due.

(iv) —¥— For purposes of a project funded under

section 16a, an order of approval issued by the departnent of

environnmental quality under part 53 —(ctean—water—asststance)— of

the natural resources and environnental protection act, 1994 PA
451, MCL 324.5301 to 324.5316. The order shall state that the
proj ect proposed by the governnmental unit has been approved for
assi stance by the departnent of environnmental quality.

(v) —tvi)— For purposes of a community water supply or a

noncomruni ty wat er supply funded under section 16b, an order of
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approval issued by the departnent of environmental quality under
part 54 —(safe—-drinking—water—asststance)— of the natural
resources and environnental protection act, 1994 PA 451, MCL
324.5401 to 324.5418. The order shall state that the conmunity
wat er supply or the noncommunity water supply proposed by the
governnmental unit has been approved for assistance by the depart-
ment of environnmental quality.

(i) "Governnmental unit" means a county, city, township, vil-
| age, school district, intermedi ate school district, conmunity
col l ege, public university, authority, district, any other body
corporate and politic or other political subdivision, any agency
or instrunmentality of the foregoing, or any group self-insurance
pool formed pursuant to 1951 PA 35, MCL 124.1 to 124.13. For
pur poses of a project funded under section 16a, governnmental unit
i ncludes an Indian tribe that has jurisdiction over construction
and operation of a project qualifying under SECTION 319 of
title I'll of the federal water pollution control act, —chapter
758,101 Stat—52,— 33 U.S.C. 1329. For purposes of a conmunity
wat er supply or a noncomunity water supply funded under section

16b, governnental unit includes a community water supplier. —A

MEE—125-1601to0125-1636— A governnental unit does not include a
sel f-insurance pool unless the self-insurance pool has filed a
certification by an i ndependent actuary that the reserves set
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asi de under section 7a of 1951 PA 35, MCL 124.7a, are adequate
for the paynment of clains. A school district shall include a
publ i ¢ school acadeny established under the revised school code,
1976 PA 451, MCL 380.1 to 380.1852. Funds |loaned to a public
school acadeny or a school district nay not be used to finance
t he purchase, construction, |ease, or renovation of property
owned, directly or indirectly, by any officer, board nmenber, or
enpl oyee of that public school.

(j) "Municipal obligation" neans a bond or note or evidence

of debt issued by a governnental unit for a purpose authorized by
| aw. . : : : :

(k) "Noncomrunity water supply” nmeans a noncomrunity water

supply as defined in part 54 —(safe-drinking—water—assistance)—

of the natural resources and environnental protection act, 1994
PA 451, MCL 324.5401 to 324.5418.

(1) "Notes" means an obligation of the authority issued as

provided in this act, including comercial paper, with a maturity
of 3 years or |ess.

(m "Project” neans a sewage treatnent works project or a
nonpoi nt source project, or both, as defined in the state cl ean
wat er assi stance act.

02835’ 99 (S-1)
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(n) "Reserve fund" nmeans a bond reserve fund or note reserve
fund created and established under section 16.
(o) "Revenues" neans all fees, charges, noney, profits, pay-
ments of principal of or interest on nunicipal obligations and
ot her investnents, gifts, grants, contributions, and all other
i nconme derived or to be derived by the authority under this act.
(p) "Water supplier"” nmeans a water supplier as defined in
part 54 —(safe—-drinking—water—asststance)— of the natural
resources and environnmental protection act, 1994 PA 451, MCL

324.5401 to 324.5418.

Sec. 5. (1) The authority shall be governed by a board of
trustees consisting of the state treasurer, 2 appoi ntees of the
governor to serve at the pleasure of the governor who shall be
public officials or enployees with expertise in the state’s
infrastructure needs, and THROUGH DECEMBER 31, 2000, 5 residents
of the— THI S state to be appointed by the governor with the
advi ce and consent of the senate. BEG NNI NG JANUARY 1, 2001, THE
BOARD SHALL HAVE 4 RESI DENTS OF THI S STATE APPO NTED BY THE GOV-
ERNOR W TH THE ADVI CE AND CONSENT OF THE SENATE. O the —5— resi-
dents appoi nted by the governor, 1 shall be appointed from1 or
nore nom nees of the speaker of the house of representatives and
1 shall be appointed from1l or nore nom nees of the majority
| eader of the senate. A trustee shall serve a termof 3 years.
In appointing the initial —5— resident nenbers of the board, the
governor shall designate 1 to serve for 3 years, —2— 1 to serve
for 2 years, and 2 to serve for 1 year
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(2) Upon appoi ntnent, a nmenber of the board shall enter
of fice and exercise the duties of office. A nenber of the board
shall qualify by taking and filing the constitutional oath of
of fice.

(3) Regardless of the cause of a vacancy, the governor shal
fill a vacancy in the office of a nenber of the board by appoint-
ment with the advice and consent of the senate. A nenber of the
board shall hold office until a successor has been appoi nted and
has qualifi ed.

(4) The board shall organize and nmake its own rul es of
procedure. The board shall conduct all business at public neet-
ings held in conpliance with the open neetings act, —Act—No—267
of —thePublHecActsof 1976, —being—sections—15- 261 to 15275 of
the—M-echigan—Conmpited—taws— 1976 PA 267, MCL 15.261 TO 15.275.
Public notice of the tinme, date, and place of each neeting shal
be given in the manner required by —Act—No—267-of thePublic
Acts—of—1976— THE OPEN MEETI NGS ACT, 1976 PA 267, MCL 15.261 TO
15.275. —Firve— A MAJORITY OF THE nenbers of the board APPO NTED
AND SERVI NG shal | constitute a quorum for the transaction of
busi ness. An action of the board shall require a concurring vote
by a mpjority of the —beard— MEMBERS PRESENT AT THE MEETING A
state officer who is a nenber of the board may designate a repre-
sentative fromhis or her departnent to serve instead of that
state officer as a nenber of the board for 1 or nore neetings.

Sec. 6. (1) The —authority —shalt—eteect—a— STATE TREASURER
I S THE chai rperson —and—vtrece-chatrrperson— OF THE BOARD. The

authority nmay enploy an executive director, |egal and technical
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experts, and other officers, agents, or enployees, pernanent or
tenporary. The authority shall determ ne the qualifications,

duties, and conpensation of those it enpl oys. ——but—an—enployee
i i The

authority nmay delegate to 1 or nore agents or enpl oyees any

powers or duties as the authority considers proper.

(2) The authority shall be within the departnent of treasury
and shall exercise the authority’s prescribed statutory powers,
duties, and functions independently of the state treasurer.
However, the budgeting, procurenent, and related functions of the
authority shall be perforned under the direction and supervision
of the state treasurer. The costs of providing these and any
ot her departnental services shall be paid for fromauthority rev-
enues to the extent these services are not otherw se authorized
by | aw.

(3) The authority shall annually make a witten report —to
the—+tegistature— AVAI LABLE TO THE PUBLIC on its activities. —n
thetast—year— This report shall specify obligations of nunici-
palities it has purchased, the anmount of authority obligations
out standi ng, the ampunt of authority obligations issued, —n—the
tast—year-— and a description of each issuance specifying the
rate, term and an anal ysis of market perfornance.

(4) The accounts of the authority shall be subject to annual
audits by the state auditor general or a certified public accoun-
tant appointed by the auditor general.

Sec. 7. The board has all of the follow ng powers:
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(a) To adopt bylaws for the regulation of its affairs.

(b) To adopt an official seal.

(c) To maintain a principal office at a place within this
state.

(d) To sue and be sued in its own nane and to plead and be
i npl eaded.

(e) To loan noney to a governnental unit, OR TO A CORPORA-
TION, PARTNERSHI P, LI M TED LI ABI LI TY COVPANY, TRUST, OR SIM LAR
ENTITY FOR THE BENEFI T OF A PUBLI C SCHOOL ACADEMY, at a rate or
rates as the authority determ nes and to purchase and sell, and
to coormit to purchase and sell, nunicipal obligations pursuant to
this act.

(f) To borrow noney and issue negoti abl e revenue bonds and
notes pursuant to this act.

(g) To nake and enter into contracts and other instrunents
necessary or incidental to the performance of its duties and the
exercise of its powers. By rotating the services of |egal coun-
sel, the authority shall seek to increase the pool of nationally
recogni zed bond counsel .

(h) To receive and accept from any source grants or contri-
butions of noney, property, or other things of value, excluding
appropriations fromthe general fund of this state EXCEPT FOR
APPROPRI ATI ONS TO BE USED FOR THE BENEFI T OF PUBLI C SCHOOLS,
EXCEPT FOR APPROPRI ATI ONS TO A RESERVE FUND ESTABLI SHED UNDER
SECTI ON 16, except for appropriations to the state water poll u-
tion control revolving fund established under section 16a and
except for appropriations to the state drinking water revol ving
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fund established under section 16b, to be used, held, and applied
only for the purposes for which the grants and contri butions were
made.

(i) To do all acts necessary or convenient to carry out the
powers expressly granted.

(j) To require that final actions of the board are entered
in the journal for the board and that all witings prepared,
owned, used, in the possession of, or retained by the board in
the performance of an official function be nade available to the

public in conpliance with the freedom of information act, 1976
PA 442, MCL 15.231 to 15. 246.

(k) To engage the services of private consultants on a con-
tract basis for rendering professional and technical assistance
and advi ce.

() To investigate and assess the infrastructure needs of
this state, current nmethods of financing infrastructure rehabili -
tation and inprovenents, and resources and financi ng options cur-
rently avail able and potentially useful to inprove this state’s
infrastructure and | ower the costs of those inprovenents.

(m To indemify and procure insurance i ndemifying nmenbers
of the board from personal |oss or accountability fromliability
asserted by a person on bonds or notes of the authority or from
any personal liability or accountability by reason of the issu-
ance of the bonds or notes, or by reason of any other action
taken or the failure to act by the authority.
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(n) To investigate and assess short-termand | ong-term
borrowi ng requirenments for operating, capital inprovenents, and
del i nquent taxes.

(o) To provide assistance, as that termis defined in sec-
tion 5301 of the natural resources and environnmental protection
act, 1994 PA 451, MCL 324.5301, to any nunicipality for a revol v-
ing fund project and to performall functions necessary or inci-
dent to providing that assistance and to the operation of the
state water pollution control revolving fund established under
section 16a.

(p) To enter into agreenents with the federal governnent to
i mpl enment the establishnment and operation of the state water pol -
lution control revolving fund established under section 16a pur-
suant to the provisions of the federal water pollution control
act and the rules and regul ati ons pronul gated under that act.

(q) To provide assistance, as that termis defined in part
54 of the natural resources and environnental protection act,
1994 PA 451, MCL 324.5401 to 324.5418, to any governnental unit
for a revolving fund community water supply or nonconmunity water
supply and to performall functions necessary or incident to pro-
viding that assistance and to the operation of the state drinking
wat er revolving fund established under section 16b, including,
but not limted to, using funding allocated in the federal safe
drinking water act for any of the purposes authorized in
section 5417(c) of the natural resources and environnental pro-
tection act, 1994 PA 451, MCL 324.5417.
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(r) To enter into agreenents with the federal governnent to
establish and operate the state drinking water revolving fund
under section 16b pursuant to the provisions of the federal safe
drinking water act and the rul es and regul ati ons pronul gat ed
under that act.

Sec. 8. (1) The authority nmay | end noney to a governnent al
unit through the purchase by the authority of nunicipal obliga-
tions of the governnental unit in fully marketable form The
authority may authorize and issue its bonds or notes payabl e
solely fromthe revenues or funds available to the authority, and
to otherw se assist governnental units.

(2) Bonds and notes of the authority shall not be in any way
a debt or liability of t+he— THI S state and shall not create or
constitute any indebtedness, liability, or obligations of —the—
THI' S state or be or constitute a pledge of the faith and credit
of the— THI S state but all authority bonds and notes, unless
funded or refunded by bonds or notes of the authority, shall be
payabl e solely fromrevenues or funds pl edged or avail able for
their paynent as authorized in this act. Each bond and note
shall contain on its face a statenment to the effect that the
authority is obligated to pay the principal of and the interest
on the bond or note only fromrevenues or funds of the authority
and that the— THI S state is not obligated to pay the principal
or interest and that neither the faith and credit nor the taxing
power of —the— THI S state is pledged to the paynent of the prin-
cipal of or the interest on the bond or note.
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(3) Al expenses incurred in carrying out the provisions of
this act shall be payable solely fromrevenues or funds provided
or to be provided under the provisions of this act, and nothing
in this act shall be construed to authorize the authority to
i ncur any indebtedness or liability on behalf of or payable by
—the— TH S state.

(4) Unless approved by a concurrent resolution of the |egis-
| ature and except as permtted by section 16a or 16b, the author-
ity shall not provide preferential treatnent in the rate of
interest for a particular mnunicipal obligation purchased by the
authority that is based upon other than financial and credit con-
siderations and shall not forgive or relinquish all or part of
the interest or principal of a particular nunicipal obligation or
of munici pal obligations of a particul ar purpose.

(5) THE AUTHORI TY MAY PURCHASE BONDS | SSUED BY SCHOOL DI S-
TRI CTS THAT ARE QUALI FI ED BONDS UNDER 1961 PA 108, MCL 388.951 TO
388.963. THE PRI NCl PAL AMOUNT OF THE QUALI FI ED BONDS PURCHASED
BY THE AUTHORI TY I N ANY CALENDAR YEAR SHALL NOT EXCEED 7.5% OF
THE PRI NCl PAL AMOUNT OF QUALI FI ED BONDS | SSUED BY SCHOOL DI S-
TRICTS I N THE | MMEDI ATELY PRECEDI NG CALENDAR YEAR

Sec. 16. (1) The authority may create and establish 1 or
nore special funds as reserve funds. The authority shall pay
into each reserve fund noney appropriated and nade avail abl e by
—the— THI S state for the purpose of that reserve fund, proceeds
of the sale of bonds or notes to the extent provided in the reso-
lution or resolutions of the authority authorizing the issuance
of the bonds or notes, and any ot her noney —whieh— THAT nay be
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available to the authority for the purpose of the reserve fund
fromany ot her source. Except as provided in the resol ution
aut hori zing the issuance of the bonds or notes, noney held in a
reserve fund is pledged to, and charged with, the paynent of the
principal of and the interest on those bonds or notes with
respect to which that reserve fund is established, as the princi-
pal and interest becones due, and the redenption price or the
purchase price of bonds retired by call or purchase as provided
in the resolution. Except as nmay ot herw se be provided in the
resol uti on authorizing the bonds or notes, the reserve fund shal
be a fund for all the bonds and notes issued pursuant to a par-
ticular resolution without distinction or priority of any bond or
not e over anot her.

(2) Except as provided in the resolution authorizing the
i ssuance of the bonds or notes, noney in a reserve fund shall not
be withdrawn fromthe reserve fund in an anount —whieh— THAT
woul d reduce the amount of that reserve fund to | ess than the
requi renent established for that reserve fund, except for the
pur pose of nmaking, with respect to the bonds or notes secured in
whole or in part by that reserve fund, paynent when due of prin-
cipal, interest, redenption prem uns, and the sinking fund or
mandat ory redenption paynents, if any, with respect to those
bonds or notes for the paynent of which other noney of the
authority is not available. Except as provided in the resol ution
aut hori zing the issuance of the bonds or notes, incone or inter-
est earned by a reserve fund resulting fromthe investnent of
that reserve fund or any other noney in the reserve fund may be
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transferred by the authority to other funds or accounts of the
authority to the extent the transfer does not reduce the anpunt
of that reserve fund below the requirenents for that reserve
fund.

(3) Money in a reserve fund may be invested in the sane
manner as permitted for investnment of funds bel onging to —the—
THI'S state or held in the state treasury or as provided in the
resol uti on authorizing the bonds or notes for which the reserve
fund is established.

(4) AN AMOUNT APPROPRI ATED TO THE AUTHORI TY MAY BE ACCEPTED
OBLI GATED, AND USED BY THE AUTHORI TY TO FUND 1 OR MORE RESERVE
FUNDS TO SECURE BONDS OR NOTES | SSUED BY THE AUTHORI TY TO PROVI DE
FUNDS TO MAKE LOANS AUTHORI ZED BY THI S ACT OR TO PURCHASE MUNI CI -
PAL OBLI GATI ONS | SSUED BY SCHOOL DI STRICTS, PURSUANT TO 1 OR MORE
RESOLUTI ONS OF THE AUTHORI TY THAT SHALL | DENTI FY THE RESERVE FUND
OR FUNDS AS BEI NG FUNDED, I N WHOLE OR I N PART, W TH APPROPRI ATED
AMOUNTS ACCEPTED AND OBLI GATED UNDER THI S SUBSECTI ON. BY RESOLU-
TION, THE AUTHORI TY SHALL ESTABLI SH A RESERVE FUND REQUI REMENT
W TH RESPECT TO EACH RESERVE FUND ESTABLI SHED UNDER THI S
SUBSECTI ON. | F AT ANY TI ME A RESERVE FUND REQUI REMENT ESTAB-

LI SHED UNDER THI S SUBSECTI ON EXCEEDS THE AMOUNT | N THE RESERVE
FUND, AN OFFI CER OF THE AUTHORI TY DESI GNATED I N THE RESOLUTI ON OF
THE AUTHORI TY ESTABLI SHI NG THE RESERVE FUND SHALL CERTIFY TO THE
STATE TREASURER THE AMOUNT, |F ANY, NECESSARY TO RESTORE THE
RESERVE FUND TO THE RESERVE FUND REQUI REMENT. THE STATE TREA-
SURER SHALL | NFORM THE STATE BUDGET DI RECTOR OF THE AMOUNT, |F
ANY, NECESSARY TO RESTORE THE RESERVE FUND TO THE CERTI FI ED

02835’ 99 (S-1)
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RESERVE FUND REQUI REMENT. THE AUTHORI TY SHALL | NCLUDE I N THE
RESOLUTI ONS AUTHORI ZI NG THE | SSUANCE OF BONDS OR NOTES SECURED BY
A RESERVE FUND ESTABLI SHED BY THE AUTHORI TY UNDER THI S SUBSEC-
TION, ORI N A SEPARATE AGREEMENT, PROVI SI ONS DETERM NED BY THE
AUTHORI TY TO BE NECESSARY OR APPROPRI ATE TO | MPLEMENT THI S
SUBSECTI ON.

Sec. 20. —Fhe— THI S state pledges to and agrees with the
hol ders of bonds or notes issued under this act that ——execept—as
otherwiseprovided—under—sect+on—27—the— TH S state shall not
limt or restrict the rights vested in the authority by this act
to do any 1 or nore of the follow ng:

(a) Purchase, acquire, hold, sell, or dispose of nunicipa
obl i gati ons or other investnents.

(b) Make loans to a governnmental unit.

(c) Establish and collect fees or other charges as are con-
veni ent or necessary to produce sufficient revenues to neet the
expenses of operation of the authority.

(d) Fulfill the terms of an agreenent nade with the hol ders
of authority bonds or notes, or in any way inpair the rights or
renedi es of the holders of authority bonds or notes until the
bonds and notes, together with interest on the bonds or notes and
i nterest on any unpaid installnments of interest, and all costs
and expenses in connection with an action or proceedi ngs by or on
behal f of those holders are fully nmet, paid, and di scharged.

Enacting section 1. Section 27 of the shared credit rating
act, 1985 PA 227, MCL 141.1077, is repeal ed.
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