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SB 1302, As Passed Senate, May 15, 2002

SENATE BILL No. 1302

May 7, 2002, Introduced by Senator EMMONS and referred to the Committee on Finance.

A bill to anmend 2001 PA 34, entitled
"Revi sed rmuni ci pal finance act,"
by anmendi ng sections 105, 303, 319, 517, 701, and 809
(MCL 141. 2105, 141.2303, 141.2319, 141.2517, 141.2701, and
141. 2809) and by addi ng sections 304 and 802; and to repeal acts
and parts of acts.

THE PEOPLE OF THE STATE OF M CHI GAN ENACT:

Sec. 105. A rmnunicipal security does not include any of the
fol | owi ng:

(a) A contract for the purchase of real or persona
property.

(b) A contract for the | ease of real or personal property
with or without an option to purchase.

(c) A contract, |lease, note, or other security given in

connection with a contract described in subdivision (a) or (b).
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(d) A security that is evidence of an energency | oan under
section 1 of 1855 PA 105, MCL 21.141, in conjunction with the
enmergency nuni ci pal |loan act, 1980 PA 243, MCL 141.931 to
141.942, or qualified agricultural |oans under section 2a of 1855
PA 105, MCL 21. 142a.

(e) A nortgage secured by real property and its correspond-
ing security to the extent secured by the nortgage.

(F) A CONTRACT BETWEEN 1 OR MORE MUNI Cl PALI TI ES UNDER WHOSE
TERMS 1 OR MORE MUNI ClI PALI TI ES PLEDGE THEI R REVENUES OR FULL
FAI TH AND CREDI T TO SECURE PAYMENT OF A PROPOSED MUNI Cl PAL SECUR-
| TY | SSUED BY 1 OF THE MUNI ClI PALI Tl ES.

Sec. 303. (1) Each nmunicipality shall file an audit report
annually with the departnent within 6 nonths fromthe end of its
fiscal year or as otherw se provided in the uniform budgeting and
accounting act, 1968 PA 2, MCL 141.421 to 141. 440a.

(2) Acconpanying the audit report described in subsection
(1), a municipality shall file a qualifying statenent, on a form
and in the manner provided by the departnent, which shall be cer-
tified by the chief adm nistrative officer. Wthin 30 business
days of the receipt of the qualifying statenent, the departnent
shal |l determne if the nmunicipality conplies with the require-
ments of subsection (3). |If the departnment deternines that the
muni ci pality conplies with the provisions of subsection (3) or if
the departnment fails to notify the nmunicipality of its determ na-
tion under this subsection within 30 business days of receipt of
the qualifying statenent, the nmunicipality nay proceed to issue

muni ci pal securities under this act w thout further approval from
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t he departnent until 30 business days after the next qualifying
statenment is due or a new determ nation is nmade by the depart -
ment, whi chever occurs first.

(3) To qualify to issue nunicipal securities w thout further
approval fromthe departnent, the nunicipality shall be in nate-
rial conpliance with all of the follow ng requirenents, as deter-
m ned by the departnent:

(a) The municipality is not operating under the provisions
of the local governnment fiscal responsibility act, 1990 PA 72,
MCL 141.1201 to 141.1291.

(b) The municipality did not issue securities in the imredi-
ately preceding 5 fiscal years or current fiscal year that were
aut hori zed by either the enmergency municipal |oan act, 1980
PA 243, MCL 141.931 to 141.942, other than a security issued for
a |l oan authorized under section 3(2)(a) of the energency nunici-
pal |oan act, 1980 PA 243, MCL 141.933, or the fiscal stabiliza-
tion act, 1981 PA 80, MCL 141.1001 to 141.1011.

(c) The nmunicipality was not required by the terns of a
court order or judgnent to levy a tax in the preceding fiscal
year. For purposes of this subdivision, the departnment may
determne that a court order or judgnent to levy a tax is not
material if it did not have an adverse financial inpact on the
muni ci pality.

(d) The nobst recent audit report, as required by the uniform
—budget— BUDGETI NG and accounting act, 1968 PA 2, MCL 141.421 to
141.440a, was filed with the department within 6 nonths fromthe

end of the fiscal year of the nunicipality.
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(e) The debt retirenment fund bal ance for any nunici pal
security that is funded froman unlimted tax | evy does not
exceed 150% of the anount required for principal and interest
paynments due for that nunicipal security in the next fiscal
year.

(f) The municipality is not currently exceeding its statu-
tory or constitutional debt limts.

(g) The municipality has no outstanding securities that were
not authorized by statute.

(h) The municipality is not currently and during the preced-
ing fiscal year was not in violation of any provisions in the
covenants for an outstanding security.

(i) The municipality was not delingquent nore than 1 tinme in
the preceding fiscal year in transferring enpl oyee taxes w thheld
to the appropriate agency, transferring taxes collected as agent
for another taxing entity to that taxing unit, or naking al
requi red pension, retirenent, or benefit plan contributions.

(j) The nost recent delinquent property taxes of the nunici-
pality, without regard to paynents received fromthe county under
the general property tax act, 1893 PA 206, MCL 211.1 to 211.157,
did not exceed 18% of the anount | evied.

(k) The municipality did not submt a qualifying statenent
or an application for any other nunicipal security in the preced-
ing 12 nonths that was materially false or incorrect.

() The municipality is not in default on the paynent of any
debt, excluding industrial devel opnment revenue bonds issued under

the industrial devel opnent revenue bond act of 1963, 1963 PA 62,
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MCL 125.1251 to 125.1267, econom ¢ devel opnment corporation bonds
i ssued under the econom c devel opnent corporations act, 1974

PA 338, MCL 125.1601 to 125.1636, bonds issued by a | ocal hospi-
tal finance authority for a private hospital under the hospital
finance authority act, 1969 PA 38, MCL 331.31 to 331.84, or any
ot her debt for which the municipality is not financially liable.

(m The nmunicipality did not end the i medi ately preceding
fiscal year wwth a deficit in any fund, unless the nmunicipality
has filed a financial plan to correct that deficit condition
—under—secton—2t—of—theGenn—StetH+——staterevenve——shartng—act—of
19— PA 46— MEE—141+921— that is acceptable to the
depart nent.

(n) The nmunicipality has not been found by a court of conpe-
tent jurisdiction to be in violation of any finance or
tax-related state or federal statutes during the preceding fiscal
year.

(o) The municipality has not been determ ned by the depart-
ment to be in violation of this act during the preceding fiscal
year.

(p) The nmunicipality did not issue a refunding security in
the preceding fiscal year to avoid a potential default on an out-
standi ng security.

(4) I'f a municipality is notified within 30 business days of
the filing of the qualifying statenent that it does not conply
with 1 or nore of the requirenents of subsection (3), the nunici-

pality may correct the nonconpliant requirenments and request a
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reconsi deration of the determ nation fromthe departnent as
provi ded in subsection (5).

(5 A nmunicipality may request a reconsideration of the
determ nation fromthe departnent. That request shall indicate
the requirenents that the departnent determ ned the nunicipality
to be not in conpliance with and the action taken by the nunici-
pality to correct the nonconpliance. Wthin 30 business days of
the receipt of the request for reconsideration, the departnent
shall determne if the nmunicipality conplies with the require-
ments of subsection (3) or, if the departnment fails to notify the
muni ci pality of its determ nation under this subsection within 30
busi ness days of receipt of the request for reconsideration, the
muni ci pality will be granted qualified status.

(6) If a municipality is notified within 30 business days
after filing a request for reconsideration that it does not
conply with the requirenments of subsection (3), the nmunicipality
shall not issue municipal securities under this act w thout the
prior witten approval of the departnment to i ssue a mnunici pal
security as provided in subsections (7) and (8).

(7) I'f a municipality has not been granted qualified status,
the municipality nust obtain, for each nunicipal security, the
prior witten approval of the departnment to i ssue a mnunici pal
security. To request prior witten approval to issue a nunicipal
security, the municipality shall submt an application and sup-
porting docunentation to the departnent on a formand in a manner
prescri bed by the departnent, which shall be certified by the

chief adm nistrative officer. A filing fee equal to 0.03% of the
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princi pal anpunt of the nunicipal security to be issued, but not
| ess than $800. 00 and not greater than $2,000.00 as determ ned by
t he department, shall acconpany each application. |If the quali-
fying statenent required by —seet+on—363(2— SUBSECTI ON (2) was
recei ved by the departnment nore than 6 nonths after the end of
the nunicipality's fiscal year, a |ate fee of $100.00 shal
acconpany the first application filed after that date. Wthin 30
busi ness days of receiving an application, the fee, and support-

i ng docunentation froma municipality, the departnent shall nake
a determ nation whether the nmunicipality has met all of the fol-

| ow ng requirenents:

(a) Has indicated the authority to issue the nunicipal
security request ed.

(b) I's projected to be able to repay the municipal security
when due.

(c) Has filed information with the departnent indicating
conpliance with the requirenments of subsection (3) or adequately
addressed any nonconpliance with subsection (3) as deternm ned by
t he departnent.

(d) If required by the departnent, has obtained an invest-
nment grade rating for the nunicipal security or has purchased
i nsurance for paynment of the principal and interest on the munic-
i pal security to the holders of the nunicipal security, or has
ot herwi se enhanced the creditworthiness of the nunici pal
security.

(8) If the departnent determ nes that the requirenents in

subsection (7) have been net, the departnent shall approve the
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i ssuance of the proposed municipal security. |If the departnent
determ nes that the requirements in subsection (7) have not been
met, the departnent shall issue a notice of deficiency to the
muni ci pality that prevents the issuance of the proposed nunici pal
security. The notice of deficiency shall state the specific
deficiencies and problens with the proposed issuance. After the
deficiencies and probl ens have been addressed as determ ned by
the departnment, the departnent shall approve the issuance of the

proposed muni ci pal security.
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(9) (3bH— A determnation by the departnent that a
muni ci pality has been granted qualified status constitutes an
order granting exception from prior approval under —the—+funretpat
Hrance—acts—1943—PA202—ME—131+-—1++t6—139-3— FORVER 1943 PA 202,
of that nunicipality's securities.

SEC. 304. |IF A MUNICIPALITY | SSUES A MUNI CI PAL SECURI TY
SUBJECT TO THI S ACT AND THE PRI NCI PAL AND | NTEREST FOR THAT
MUNI Cl PAL SECURI TY WLL BE PAID BY 1 OR MORE MUNI Cl PALI TI ES NOT
I SSUI NG THE MUNI CI PAL SECURI TY UNDER A CONTRACT, AND 1 OR MORE OF
THE MUNI Cl PALI TI ES HAVE NOT BEEN GRANTED QUALI FI ED STATUS, THEN
THE MUNI Cl PAL SECURI TY | S SUBJECT TO SECTI ON 303(7).

Sec. 319. (1) Wthin 15 business days of conpleting the
i ssuance of any municipal security qualified under section
303(3), the municipality ——ether—than—astate—atuthority—or
ageney;— shall file a copy of all of the followng with the
departnment in a form and manner prescribed by the departnent:

(a) A copy of the rmunicipal security.

(b) A proof of publication of the notice of sale, if
appl i cabl e.

(c) A copy of the award resolution or certificate of award
including a detail of the annual interest rate and call features
on the municipal security.

(d) A copy of the legal opinion regarding the legality and
tax status of the nunicipal security.

(e) A copy of the notice of rating of the nunicipal security

received froma recogni zed rating agency, if any.
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(f) A copy of the resolution or ordinance authorizing the
i ssuance of the municipal security.

(g) A copy of the official statement, if any.

(h) For a refunding security, docunentation indicating com
pliance with section 611.

(i) Afiling fee equaling 0.02% of the principal anmount of
the nunicipal security issued, but in an anmount not |ess than
$100. 00 and not greater than $1,000.00, as determ ned by the
depart nent.

(j) I'f the qualifying statenent required by section 303(2)
was received by the departnent nore than 6 nonths after the end
of the municipality's fiscal year, a late fee of $100.00 with the
first filing thereafter.

(k) For a nunicipal security issued under section 305(2),
docunentation indicating conpliance with section 305(2).

(2) Wthin 15 business days of conpleting the issuance of
any muni ci pal security approved under section 303(7), the nunici-
pality shall file all of the followwng with the departnent in a
form and manner prescribed by the departnent:

(a) A copy of the rmunicipal security.

(b) A proof of publication of the notice of sale, if
appl i cabl e.

(c) A copy of the award resolution including a detail of the
annual interest rate and call features on the mnunici pal
security.

(d) A copy of the legal opinion regarding the legality and

tax status of the nunicipal security.
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(e) A copy of the notice of rating of the nunicipal security
received froma recogni zed rating agency, if any.

(f) A copy of the resolution or ordinance authorizing the
i ssuance of the municipal security.

(g) A copy of the official statement, if any.

(h) For a refunding security, documentation indicating com
pliance with section 611.

(i) For a nunicipal security issued under section 305(2),

© 00 N oo o M~ wWw N P

docunentation indicating conpliance with section 305(2).
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f : ey . N .
corpHance—wth——sect+on—6+1—

(3) 4)— The failure to conply with subsection (1) — OR
(2) —o+—3)— does not invalidate any of the securities issued
or reported under this act.

Sec. 517. (1) A county, city, village, or township may by
resolution of its governing body, and without a vote of its el ec-
tors, issue a nunicipal security UNDER THI S SECTION to pay the
cost of any capital inprovenent itens, provided that the anpunt
of taxes necessary to pay the principal and interest on that
muni ci pal security, together with the taxes levied for the sane
year, shall not exceed the |imt authorized by |aw.

(2) If a county, city, village, or township issues a nunici-
pal security under this section, before issuance, the county,
city, village, or township shall publish a notice of intent to
i ssue the nunicipal security. The notice of intent shall be
directed to the electors of the county, city, village, or town-
ship, shall be published in a newspaper that has general circula-
tion in the county, city, village, or township, and shall state
t he maxi mnum anount of nunicipal securities to be issued, the pur-
pose of the municipal securities, the source of paynent, the
right of referendum on the issuance of the nunicipal securities,
and any other information the county, city, village, or township
determ nes necessary to adequately informthe electors of the
nature of the issue. The notice of intent shall not be |less than
1/4 page in size in the newspaper. |If, within 45 days after the

publication of the notice of intent, a petition, signed by not
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| ess than 10% or 15,000 of the registered electors, whichever is
| ess, residing within the county, city, village, or township, is
filed with the governing body of the county, city, village, or
townshi p, requesting a referendum upon the question of the issu-
ance of the municipal securities, then the municipality shall not
i ssue the nunicipal securities until authorized by the vote of a
majority of the electors of the county, city, village, or town-
ship qualified to vote and voting on the question at a general or
special election. A special election called for this purpose
shall not be included in a statutory or charter limtation as to
t he nunber of special elections to be called within a period of
time. Signatures on the petition shall be verified by a person
under oath as the actual signatures of the persons whose nanes
are signed to the petition, and the governing body of the county,
city, village, or township shall have the same power to reject
signatures and petitions as city clerks under section 25 of the
hone rule city act, 1909 PA 279, MCL 117.25. The nunber of reg-
istered electors in the county, city, village, or township shal
be determ ned by the governing body of the county, city, village,
or township.

(3) Municipal securities issued under subsection (1) by a
county, city, village, or township shall not exceed 5% of the
state equalized valuation of the property assessed in that
county, city, village, or township.

Sec. 701. (1) Subject to subsection (3), if a nunicipality
has rmuni ci pal securities outstanding, or with the approval of its

el ectors has authorized the issuance of nunicipal securities to
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be paid fromcollections of its next tax |levy, an officer or
of ficial body charged with a duty in connection with the determ -
nati on of the anmpbunt of the next taxes to be raised or with the
| evying of the next taxes, shall include all of the following in
t he anbunt of taxes |evied each year:

(a) An anmount such that the estinmated collections will be
sufficient to pronptly pay, when due, the interest on all munici-
pal securities and the portion of the principal falling due
whet her by maturity or by mandatory redenption before the tine of
the followi ng year's tax collection.

(b) An amount, if there are outstanding nandatory redenption
refunding securities, sufficient to provide the sumrequired to
be deposited, by the ordi nance or resol ution authorizing the
i ssue, into the sinking fund for that purpose before the tinme of
the followi ng year's tax collection.

(c) An amount, if there are outstanding nmandatory redenption
muni ci pal securities other than refunding securities not required
to be redeened in annual amounts before the maturity of the out-
st andi ng mandat ory redenption municipal securities, that if
deposited annually into a sinking fund will, with the existing
sinking fund pertaining to the nunicipal securities and the
i ncrenent of the nunicipal securities, be sufficient to pay the
muni ci pal securities at maturity.

(2) Subsection (1) does not |imt the amobunt required to be
levied in a year for the purposes prescribed in that subsection,
by the terms of an ordinance or resolution authorizing the

i ssuance of the municipal securities.
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(3) If the municipal securities were authorized or issued
bef ore Decenber 23, 1978, or were approved by the electors of a
muni ci pality, the municipality shall levy the full anmount of
taxes required by this section for the paynment of the nunicipal
securities without limtation as to rate or anobunt and in addi -
tion to other taxes that the nunicipality may be authorized to
levy. If the municipal securities were authorized or issued by a
muni ci pality after Decenber 22, 1978, and were not approved by
the electors of the nunicipality, the municipality shall set
asi de each year fromthe levy and collection of ad val oremtaxes
as required by this section as a first budget obligation for the
paynment of the nunicipal securities. However, the ad val orem
taxes shall be subject to applicable charter, statutory, or con-
stitutional rate limtations.

(4) If there is surplus noney on hand for the paynent of
principal or interest at the tinme of making an annual tax |evy,
and provision has not been made in the authorizing resolution for
t he di sposition of that noney, the annual |evy for principal or
interest shall be adjusted to reflect avail abl e funds.

(5) Money remaining in a debt retirenment fund fromthe | evy
of a tax or an account within a debt retirement fund fromthe
levy of a tax after the retirement of all nunicipal securities

payable fromthat fund shall be used in the follow ng order of

priority:
(a) To pay other outstanding unlimted tax full faith and
credit municipal securities.

05188' 01



SB 1302, As Passed Senate, May 15, 2002
16

(b) To pay other outstanding limted tax full faith and
credit rmunicipal securities.

(c) To be deposited in the general fund of the
muni ci pality.

(6) As taxes are collected, there shall be set aside that
portion of the collections that is allocable to the paynent of
the principal and interest on the nunicipal securities. The por-
tion set aside shall be divided pro rata anong the various sink-
ing funds and debt retirenment funds in accordance with the anmount
| evied for that purpose. Tax collections paid into a debt
retirement fund, if the fund is for the paynent of nore than 1
i ssue of municipal securities, shall be allocated on the books
and records of the nmunicipality between the various issues in
accordance with the amounts |evied for that purpose.

(7) An officer who willfully fails to performduties
required by this section is personally liable to the nunicipality
or to a holder of a municipal security for |oss or damage ari sing
fromhis or her failure.

(8) AS USED IN THI S SECTI ON, "TAX LEVY" | NCLUDES SPECI AL
ASSESSMENTS.

SEC. 802. (1) IF A MUNICIPALITY FAILS TO PAY ANY | NSTALL-
MENT OF PRI NCI PAL OR | NTEREST ON AN OUTSTANDI NG MUNI Cl PAL SECUR-
I TY ON OR BEFORE | TS DUE DATE, THE STATE TREASURER, FOR A MUNI Cl -
PALI TY OTHER THAN A SCHOOL DI STRI CT, OR THE SUPERI NTENDENT OF
PUBLI C | NSTRUCTI ON, FOR A SCHOOL DI STRI CT, MAY TAKE THAT ACTI ON
| T CONSI DERS ADVI SABLE TO | NVESTI GATE THE MUNI Cl PALI TY' S FI SCAL
AFFAI RS, MAY CONSULT W TH THE GOVERNI NG BCODY OF THE MUNI Cl PALI TY,
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AND MAY NEGOTI ATE WTH THE MUNI Cl PALI TY' S CREDI TORS | N ORDER TO
ASSI ST THE MUNI Cl PALI TY | N DEVELOPI NG A PLAN FOR FI NANCI NG
ADJUSTI NG OR COVPROM SI NG THE OUTSTANDI NG MUNI Cl PAL SECURI TY FOR
VWH CH A PAYMENT OF AN | NSTALLMENT OF PRI NCI PAL OR | NTEREST HAD
NOT BEEN PAID. AS A COMPONENT OF A PLAN FOR FI NANCI NG THE OUT-
STANDI NG MUNI CI PAL SECURI TY THAT HAS BEEN DEFAULTED UPON, THE
DEPARTMENT MAY AGREE AND SHALL HAVE THE PONER TO W THHOLD ALL OR
PART COF STATE PAYMENTS UNDER AN APPROPRI ATI ON MADE TO THE MJNI CI -
PALI TY, THE GLENN STEI L STATE REVENUE SHARI NG ACT OF 1971, 1971
PA 140, MCL 141.901 TO 141.921, OR THE STATE SCHOOL Al D ACT OF
1979, 1979 PA 94, MCL 388.1601 TO 388. 1772, THAT THE MJNI Cl PALI TY
IS ENTI TLED TO RECEI VE AND TO USE THESE W THHELD AMOUNTS TO PAY
UNPAI D AMOUNTS OR SUBSEQUENTLY DUE AMOUNTS, OR BOTH, OF PRI NCl PAL
AND | NTEREST ON THE OUTSTANDI NG MUNI Cl PAL SECURI TY.

(2) WHEN A PLAN | S DEVELOPED THAT THE DEPARTMENT FI NDS TO BE
FAI R AND EQUI TABLE AND REASONABLY WTHIN THE ABI LI TY OF THE
MUNI Cl PALI TY TO MEET, THE DEPARTMENT SHALL ENTER AN ORDER FI NDI NG
THAT IT IS FAIR, EQU TABLE, AND WTHI N THE ABILITY OF THE MJUN Cl -
PALI TY TO MEET. THE DEPARTMENT SHALL THEN ADVI SE THE GOVERNI NG
BODY TO TAKE THE NECESSARY STEPS TO | MPLEMENT THE PLAN. | F THE
GOVERNI NG BODY DECLI NES OR REFUSES TO DO SO W THI N 90 DAYS AFTER
RECEI VI NG THE DEPARTMENT' S ADVI CE, THE DEPARTMENT SHALL BE VESTED
WTH ALL PONERS OF THE MUNI ClI PALITY, I TS GOVERNI NG BODY, AND I TS
OFFI CERS THAT ARE NECESSARY TO | MPLEMENT THE PLAN. WHEN THE
DEPARTMENT |'S VESTED WTH THE AUTHORI TY TO | MPLEMENT THE PLAN
THE MEMBERS OF THE GOVERNI NG BODY AND ALL OFFI CERS AND EMPLOYEES
OF THE MUNI Cl PALI TY SHALL BE UNDER AN AFFI RVMATI VE DUTY TO DO ALL
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THI NGS THE DEPARTMENT DETERM NES TO BE NECESSARY TO | MPLEMENT THE
PLAN. THE DEPARTMENT MAY | NSTI TUTE APPROPRI ATE PROCEEDI NGS | N
THE COURTS OF THI S STATE, | NCLUDI NG THOSE FOR WRI TS OF MANDAMUS
AND | NJUNCTI ONS, TO ENFORCE THE DEPARTMENT' S | MPLEMENTATI ON OF
THE PLAN AND COMPLI ANCE W TH THE PLAN BY THE GOVERNI NG BODY AND
OTHER OFFI CERS AND EMPLOYEES OF THE MUNI Cl PALI TY.

Sec. 809. All orders approving the issuance of securities
i ssued by the departnent shall continue in force and effect until
Cctober 31, 2002. The terns of —the—rmuntetpat—Ftinance—act—
FORMER 1943 PA 202 —ME—3131+1++6—139-—3— AND THE ADM NI STRATI VE
RULES OF THE MUNI Cl PAL FI NANCE DI VI SI ON shal | apply with respect
to any security issued pursuant to an order of the departnent
that was issued before May 1, 2002.

Enacting section 1. Section 815 of the revised munici pal

finance act, 2001 PA 34, MCL 141.2815, is repeal ed.
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