SENATE BILL No. 1299
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SENATE BILL No. 1299

May 30, 2000, Introduced by Senators GOUGEON, MC MANUS, STILLE, NORTH,
DE BEAUSSAERT, HAMMERSTROM, VAN REGENMORTER and GAST and
referred to the Committee on Appropriations.

A bill to amend 1855 PA 105, entitled
"An act to regulate the.disPosition of the surplus funds in the
state treasury, to provide for the deposit of surplus funds in
certain financial institutions; to |lend surplus funds pursuant to
| oan agreenents secured by certain conmercial, agricultural, or
i ndustrial real and personal property; to authorize the |oan of
surplus funds to certain nunicipalities; to authorize the partic-
i pation in certain | oan programs; to authorize an appropriation;
and to prescribe the duties of certain state agencies,"”
by anmendi ng sections 2c, 3, and 7 (MCL 21.142c, 21.143, and
21.147), section 2c as added by 1990 PA 360 and sections 3 and 7
as anmended by 1997 PA 32, and by addi ng section 2d.

THE PEOPLE OF THE STATE OF M CHI GAN ENACT:

Sec. 2c. (1) The state treasurer may invest surplus funds
under the control of the state treasurer in undivided participat-
ing interests in |oans the principal of which is in whole or in
part guaranteed or ot herw se considered an evi dence of

i ndebt edness of the United States governnent or its agencies, to
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the extent the investnent in an undivided participating interest
in loans does not exceed that portion of the |oan anbunt guaran-
teed or otherw se considered an evidence of indebtedness of the
United States governnent or its agencies.

(2) An investnment nade under this section is found and
declared to be for a valid public purpose.

(3) Earnings froman investnent made pursuant to this sec-
tion in excess of the average rate of interest earned during the
same period on other surplus funds, other than surplus funds
i nvested pursuant to section 1, 2, 2a, —or— 2b, OR 2C, shall be
credited to the general fund of the state. |If interest froman
i nvest ment nade pursuant to this section is below the average
rate of interest earned during the same period on other surplus
funds, other than surplus funds invested pursuant to section 1,
2, 2a, —of— 2b, OR 2C, the general fund shall be reduced by the
anount of the deficiency on an anortized basis over the renaining
termof the investnment. A loss of principal froman investnent
made pursuant to this section shall reduce the earnings on the
general fund by the anobunt of that |oss on an anortized basis
over the remaining termof the investnent.

(4) Investnents nade pursuant to this section shall not be
outstanding at any 1 tine in an anount in excess of
$100, 000, 000. 00.

SEC. 2D. (1) THE STATE TREASURER MAY | NVEST SURPLUS FUNDS

UNDER THE STATE TREASURER S CONTROL | N CERTI FI CATES OF DEPOSI T OR

OTHER | NSTRUMVENTS OF A FI NANCI AL | NSTI TUTI ON QUALI FI ED UNDER THI S
ACT TO RECEI VE DEPCSI TS OR | NVESTMENTS OF SURPLUS FUNDS FOR THE
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PURPOSE OF FACI LI TATI NG MARI NA DREDGE NG LOANS. THE STATE
TREASURER MAY ENTER | NTO AN | NVESTMENT AGREEMENT W TH A FI NANCI AL
I NSTI TUTI ON TO PROVI DE FOR MARI NA DREDG NG LOANS. | N ADDI TION TO
TERMS THAT MAY BE PRESCRI BED | N THE | NVESTMENT AGREEMENT BY THE
STATE TREASURER, AN | NVESTMENT UNDER THI S SECTI ON SHALL BE
SUBJECT TO ALL OF THE FOLLOW NG CONDI TI ONS AND RESTRI CTI ONS:

(A) THE | NTEREST ACCRUI NG ON THE | NVESTMENT SHALL NOT BE
MORE THAN THE | NTEREST EARNED BY THE FI NANCI AL | NSTI TUTI ON ON
MARI NA DREDG NG LOANS MADE AFTER THE DATE OF THE | NVESTMENT.

(B) THE FI NANCI AL | NSTI TUTI ON SHALL PROVI DE GOCD AND AMPLE
SECURI TY AS THE STATE TREASURER REQUI RES AND SHALL | DENTI FY THE
MARI NA DREDG NG LOANS AND THE TERMS AND CONDI TI ONS OF THOSE LQANS
THAT ARE MADE AFTER THE DATE OF THE | NVESTMENT THAT ARE ATTRI BUT-
ABLE TO THAT | NVESTMENT TOGETHER W TH OTHER | NFORVATI ON REQUI RED
BY TH S ACT.

(C©) AS ESTABLI SHED I N THE | NVESTMENT AGREEMENT BY THE STATE
TREASURER, A MARI NA DREDA NG LOAN SHALL BE MADE AT A RATE OR
RATES OF | NTEREST, |F ANY.

(D) TO THE EXTENT THE FI NANCI AL | NSTI TUTI ON HAS NOT MADE
MARI NA DREDG NG LOANS I N AN AMOUNT AT LEAST EQUAL TO THE AMOUNT
OF THE | NVESTMENT W THI N 90 DAYS AFTER THE | NVESTMENT, THE RATE
OF | NTEREST PAYABLE ON THAT PORTI ON OF THE OUTSTANDI NG | NVESTMENT
SHALL BE | NCREASED TO A RATE OF | NTEREST PROVI DED | N THE | NVEST-
MENT AGREEMENT, W TH THE | NCREASE | N THE RATE OF | NTEREST APPLI ED
RETROACTI VELY TO THE DATE ON WHI CH THE STATE TREASURER | NVESTED
THE SURPLUS FUNDS.
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(E) THE | NVESTMENT AGREEMENT SHALL PROVI DE THAT FOR MARI NA
DREDG NG LOANS THE FI NANCI AL | NSTI TUTI ON DOES NOT HAVE TO REPAY
ANY PRI NCI PAL WTH N THE FI RST 3 YEARS AFTER VWHI CH THE | NVESTMENT
| S MADE UNLESS THE | NVESTMENT |'S NO LONGER BEI NG USED TO MAKE A
MARI NA DREDG NG LOAN, OR TO THE EXTENT THE MARI NA DREDG NG LOAN
HAS BEEN REPAI D.

(F) THE | NVESTMENT AGREEMENT MAY | NCLUDE | NCENTI VES FOR THE
EARLY REPAYMENT OF THE | NVESTMENT AND FOR THE ACCELERATI ON OF
PAYMENTS I N THE EVENT OF A STATE CASH SHORTFALL AS PRESCRI BED BY
THE | NVESTMENT AGREEMENT.

(2) AN I NVESTMENT MADE UNDER THI'S SECTION I S FOUND AND
DECLARED TO BE FOR A VALI D PUBLI C PURPCSE.

(3) THE ATTORNEY GENERAL SHALL APPROVE DOCUMENTATI ON FOR AN
I NVESTMENT PURSUANT TO THI' S SECTI ON AS TO LEGAL FORM

(4) THE AGGREGATE AMOUNT OF | NVESTMENTS MADE PURSUANT TO
THI' S SECTI ON SHALL NOT EXCEED $30, 000, 000. 00.

(5) EARNI NGS FROM AN | NVESTMENT MADE PURSUANT TO THI S SEC-

TI ON THAT ARE | N EXCESS OF THE AVERACGE RATE OF | NTEREST EARNED
DURI NG THE SAME PERI OD ON OTHER SURPLUS FUNDS, OTHER THAN SURPLUS
FUNDS | NVESTED PURSUANT TO SECTION 1 OR 2, SHALL BE CREDI TED TO
THE GENERAL FUND OF THE STATE. | F I NTEREST FROM AN | NVESTMENT
MADE PURSUANT TO THI S SECTION | S BELOW THE AVERAGE RATE OF | NTER-
EST EARNED DURI NG THE SAME PERI OD ON OTHER SURPLUS FUNDS, OTHER
THAN SURPLUS FUNDS | NVESTED PURSUANT TO SECTION 1 OR 2, THE CGEN-
ERAL FUND SHALL BE REDUCED BY THE AMOUNT OF THE DEFI CI ENCY ON AN
AMORTI ZED BASI S OVER THE REMAI NI NG TERM OF THE | NVESTMENT. A
LOSS OF PRI NCI PAL FROM AN | NVESTMENT MADE PURSUANT TO THI S
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SECTI ON SHALL REDUCE THE EARNI NGS OF THE GENERAL FUND BY THE
AMOUNT OF THAT LOSS ON AN AMORTI ZED BASI S OVER THE REMAI NI NG TERM
OF THE | NVESTMENT.

(6) A MARI NA DREDG NG LOAN MADE BY A FI NANCI AL | NSTI TUTI ON
FROM | NVESTMENTS UNDER THI'S SECTI ON SHALL NOT EXCEED $75, 000. 00.

(7) THE STATE TREASURER MAY TAKE ANY NECESSARY ACTI ON TO
ENSURE THE SUCCESSFUL OPERATI ON OF THI'S SECTI ON, | NCLUDI NG MAKI NG
| N\VESTMENTS W TH FI NANCI AL | NSTI TUTI ONS TO COVER THE ADM NI STRA-
TI VE AND RI SK- RELATED COSTS ASSOCI ATED W TH A MARI NA DREDGI NG
LOAN,

(8) THE COVM SSI ONER SHALL MONI TOR THE COMPLI ANCE OF A
FI NANCI AL | NSTI TUTI ON | N WHI CH THE STATE TREASURER HAS MADE AN
| N\VESTVMENT PURSUANT TO THI'S SECTI ON W TH THE TERVB OF THE | NVEST-
MENT AGREEMENT AND THI'S ACT. FOR EACH | NVESTMENT, THE COWM S-
SI ONER SHALL CERTI FY THE EXTENT OF COMPLI ANCE W TH SUBSECTI ON
(1) (B) FOR THE PURPOSE OF SUBSECTI ON (1) (D) AND SHALL PERI CDI -
CALLY REPORT THOSE AND OTHER FI NDI NGS TO THE STATE TREASURER

(9) THE STATE TREASURER SHALL ANNUALLY PREPARE AND SUBM T
REPORTS TO THE LEG SLATURE REGARDI NG THE DI SPCSI TI ON OF MONEY
| N\VESTED FOR PURPOSES OF MARI NA DREDG NG LOANS UNDER THI S
SECTION. THE REPORTS FOR EACH TYPE OF LOAN SHALL | NCLUDE ALL OF
THE FOLLOW NG | NFORVATI ON:

(A) THE TOTAL NUMBER OF MARI NA OANERS WHO HAVE RECEI VED SUCH
A LOAN.

(B) BY COUNTY, THE TOTAL NUMBER AND AMOUNTS OF THE LOANS.
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(©) THE NAME OF EACH FI NANCI AL | NSTI TUTI ON PARTI Cl PATI NG I N
THE LOAN PROGRAM AND THE AMOUNT | NVESTED I N EACH FI NANCI AL
I NSTI TUTI ON FOR PURPOSES OF SUCH LOAN PROGRAM

(D) THE | NFORMATI ON REPORTED TO THE STATE TREASURER BY THE
COW SSI ONER UNDER SUBSECTI ON ( 8) .

(10) AS USED IN THI S SECTI ON:

(A) "BOTTOMLAND' MEANS THE LAND AREA OF A WATER BCDY THAT
LI ES BELOW THE ORDI NARY H G+ WATER MARK AND THAT MAY OR MAY NOT
BE COVERED BY WATER

(B) "DREDA NG' MEANS THE REMOVAL COF SEDI MENTS FROM
BOTTOVLAND.

(C©) "DREDGA NG COSTS" MEANS THE COSTS ASSOCI ATED W TH DREDG
I NG THAT WERE | NCURRED AFTER JANUARY 1, 2000, I NCLUDI NG COSTS OF
REMOVAL, DI SPOSAL, AND TESTI NG OF SEDI MENTS, AND THE COSTS ASSO
Cl ATED W TH OBTAI NI NG NECESSARY PERM TS REQUI RED TO CONDUCT
DREDG NG

(D) "MARI NA" MEANS A NON- PUBLI CLY- OANED COMVERCI AL FACI LI TY
THAT IS LOCATED I N TH S STATE, THAT EXTENDS | NTO OR OVER A WATER
BODY, AND THAT OFFERS SERVI CES TO THE PUBLI C FOR DOCKI NG, LOAD-
I NG OR OTHER SERVI CI NG OF RECREATI ONAL WATERCRAFT.

(E) "MARI NA DREDG NG LOAN' MEANS A LOAN MADE TO THE OMNER OF
A MARI NA FOR DREDG NG COSTS NECESSI TATED BY LOW WATER LEVELS TO
ACCOVMODATE THE USE OF THE MARI NA BY RECREATI ONAL WATERCRAFT.

(F) "ORDI NARY HI G+ WATER MARK" MEANS EI THER OF THE
FOLLOW NG
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(i) FOR AN | NLAND LAKE OR STREAM THAT TERM AS I T | S DEFI NED
I N SECTI ON 30101 OF THE NATURAL RESOURCES AND ENVI RONMENTAL
PROTECTI ON ACT, 1994 PA 451, MCL 324. 30101.

(i) FOR THE GREAT LAKES, THE ORDI NARY H GH WATER MARK AS
DESCRI BED | N SECTI ON 32502 OF THE NATURAL RESOURCES AND ENVI RON-
MENTAL PROTECTI ON ACT, 1994 PA 451, MCL 324. 32502.

(G "SURPLUS FUNDS' MEANS, AT ANY d VEN DATE, THE EXCESS OF
CASH AND OTHER RECOGNI ZED ASSETS THAT ARE EXPECTED TO BE RESCLVED
I NTO CASH OR | TS EQUI VALENT I N THE NATURAL COURSE OF EVENTS AND
W TH A REASONABLE CERTAI NTY, OVER THE LI ABI LI TI ES AND NECESSARY
RESERVES AT THE SAME DATE.

(H "WATER BODY" MEANS THE GREAT LAKES AND THEI R CONNECTI NG
WATERS AND | NLAND LAKES AND STREAMS AS DEFI NED I'N SECTI ON 30101
OF THE NATURAL RESOURCES AND ENVI RONMENTAL PROTECTI ON ACT, 1994
PA 451, MCL 324. 30101.

Sec. 3. (1) Afinancial institution shall not be a deposi-
tory of surplus funds of the state unless the financial institu-
tion conplies with this act. The state treasurer shall require
of a financial institution, before it is made a depository of
surplus funds of the state, good and anple security as approved
by the state treasurer and the attorney general for the safekeep-
i ng and rei nbursenment of the surplus funds and the paynent of the
rate of return as the state treasurer, in the treasurer’s discre-
tion, considers best for the interest of the state.

(2) The state treasurer may invest surplus funds of the
state in the bonds, notes, and other evidences of indebtedness of

the United States governnent and its agencies, in prine
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comerci al paper, and may al so use surplus funds in the nanner
provided in sections 2, 2a, —and— 2b, AND 2D and may use each
fiscal year not nore than that anount of the surplus funds neces-
sary to make |l oans to nunicipalities under section 1.

(3) All earnings fromloans made under section 1 in excess
of the average rate of interest earned on other surplus funds
during the sanme period shall be credited to the general fund of
the state. Any loss of principal or interest sustained from
| oans made under section 1 shall reduce the earnings of the gen-
eral fund on an anortized basis over the renmaining termof the
| oan.

(4) The investnent of surplus state funds in bonds, notes,
and ot her evidences of indebtedness of the United States govern-
ment and its agencies as provided in subsection (1) may include
securities of, or other interests in, a no-load open-end or
cl osed- end managenent type investnent company or investnent trust
regi stered under the investnent conpany act of 1940, TITLE I OF
CHAPTER 686, 54 STAT. 789, 15 U.S.C. 80a-1 to 80a-3 AND 80a-4 TO
80a-64, if both of the follow ng are true:

(a) The portfolio of the investnent conpany or investnent
trust is limted to United States government obligations and
repur chase agreenents fully collateralized by United States gov-
ernnent obligations.

(b) The investnent conpany or investnent trust takes deliv-
ery of the collateral for any repurchase agreenent either

directly or through an authorized custodi an.
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Sec. 7. As used in this act:

(a) "Conm ssioner” nmeans the conm ssioner of the —fnanctal
rAast+tutions—bureat— OFFI CE OF FI NANCI AL AND | NSURANCE SERVI CES
of the departnent of —eomrerece— CONSUVER AND | NDUSTRY SERVI CES.

(b) "Deposit" includes the purchase of, or investnent in,
shares of credit unions.

(c) Except as otherw se provided by this subdivision,
"financial institution”™ means a state or nationally chartered
bank or a state or federally chartered savings and | oan associ a-
tion, savings bank, or credit union whose deposits are insured by
an agency of the United States governnent and which naintains a
principal office or branch office located in this state under the
laws of this state or the United States. For the purpose of
repur chase agreenents, "financial institution" neans a state or
nationally chartered bank or state or federally chartered savi ngs
and | oan associ ation, savings bank, or credit union whose depos-
its are insured by an agency of the United States governnent

under the laws of this state or the United States.
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