HOUSE BILL No. 5840
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HOUSE BILL No. 5840

April 9, 2002, Introduced by Rep. Shulman and referred to the Committee on Tax Policy.

A bill to amend 1952 PA 175, entitled
"An act to authorize incorporated cities and villages to borrow
noney and i ssue bonds in anticipation of future paynents fromthe
not or vehi cl e highway fund, for any purpose or purposes for which
said funds may be used and for the purpose of refundi ng such
bonds; authorizing the pledging of the faith and credit of the
issuing city or village, upon proper resolution of its governing
body, as additional security for the paynent of said bonds; and
to prescribe procedures and conditions relative to the issuance
of such bonds, "
by anendi ng sections 1 and 3 (MCL 247.701 and 247.703), section 1
as anended by 1998 PA 506 and section 3 as anmended by 1988 PA
152; and to repeal acts and parts of acts.

THE PEOPLE OF THE STATE OF M CH GAN ENACT:

Sec. 1. (1) Subject to subsections (3)— (2) and (4)— (3),
any incorporated city or village in this state is authorized to
borrow noney and issue its bonds for the purposes enunerated in
section 13 of 1951 PA 51, MCL 247.663, and to refund bonds issued

under this act or in part to refund bonds issued under this act
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and in part for the purposes enunerated in section 13 of 1951 PA

51, MCL 247.663, without a vote of the el ectors. ——=stbjeet

thrtess—an—exceptton—f+omprtor—approval—+s—avartabte—unrder—sub—
secttor—{(2—tothe prior—permsston—of—thermuntctrpat—Ftnance
eofm-sston—or—+ts—sueeessor—ageney— Any bonds issued under this

act are subject to the requirenments of the —mmnteipat—Finance
act—1943—PA202—McE—131+-—1t6—139-—3— REVI SED MUNI Cl PAL FI NANCE

ACT, 2001 PA 34, MCL 141.2101 TO 141.2821, and all procedures for
i ssui ng —stteh— bonds UNDER THI S ACT shall conformto the
—mhtetpat—fhance—act—1943—PA202—ME—131+1++6—139-3— REVI SED
MUNI Cl PAL FI NANCE ACT, 2001 PA 34, MCL 141.2101 TO 141.2821. Any
refundi ng bonds issued under this act may include the amount of
any premumto be paid upon the calling of the bonds to be
refunded or, if the bonds are not callable, any prem um necessary
to be paid in order to secure the surrender of the bonds to be
refunded, but, in either case, the anmount of the prem um i ncl uded
shal | not exceed 3% of the principal amount of the bonds to be
refunded. Nothing in this section shall be construed to provide
for the refunding of noncal |l abl e unmatured bonds w t hout the con-
sent of the holder or holders of those bonds. Refunding bonds

may be sold at any tinme to refund any outstandi ng bonds.
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(2) 3)y— Acity or village shall not issue or refund a bond

under this act if the bond or authorizing resolution does 1 or
nore of the foll ow ng

(a) Provides that the proceeds of the bond are used for
operational expenses of the city or village, other than engineer-
ing or design expenses related to the project for which the bond
was i ssued.

(b) Provides that the weighted average maturity of the bond
exceeds the useful life of the asset.

(c) Provides that the bond, in whole or in part, appreciates

in principal anbunt or is sold at a discount in an anmount greater

t han 10%
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(1) —2y— The principal of and interest upon the bonds shal

be payable primarily fromthe proceeds of revenues derived from
state collected taxes returned to the city or village for road
pur poses pursuant to law. As additional security for the paynent
of the bonds, a city or village, upon proper resolution of its
governi ng body, is authorized to pledge its full faith and credit
for the paynent of the bonds. |If a pledge of its full faith and
credit is made and the revenues pledged to the paynent of the
bonds are at any tinme insufficient for the paynent, the city or
village shall be obligated to pay the bonds and coupons to the
sanme extent as other general obligation bonds of the city or vil-
| age, and shall be reinbursed from subsequent revenues received
by the city or village fromthe state collected taxes returned to

the city or village for road purposes pursuant to | aw.
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(2) —3)— Nothing contained in this act shall be construed
to violate or inpair contract rights existing in the hol ders of
out st andi ng bonds issued under the provisions of —Aet—Noe—265——o6f
the—PubtHecAets—of 1941 —as—arended,—betng—seet+ons—2525tto
252 -64—ofthe—Mehi-gan—Conpited—taws— 1941 PA 205, MCL 252.51 TO
252. 64, but pledges of the revenues or taxes made by a city or
vill age under the provisions of that act shall retain their pri-
ority of lien or charge against the revenues as contenpl ated by
t he provisions of that act and as provided in the contract or

resol ution authorizing the issuance of bonds under that act.

Enacting section 1. Sections 5 and 6 of 1952 PA 175, MCL

247.705 and 247.706, are repeal ed.
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