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1. APPLICATION




MICHIGAN DEPARTMENT OF TREASURY
Bureau of Local Government Services
PO Box 30728
Lansing, Michigan 48309
EMERGENCY MUNICIPAL LOAN APPLICATION

Applicant:

County/Counties of:
Mailing Address:

Chief Financial Officer:

Contact Person:

Loan Amount Requested:
1. Projected General Fund deficit for the current fiscal year:

2. Date of last Tax Anticlpation Note or

date of last application made to Depariment ofTreasurytb issue a Tax Anticipation Note:

For school districts, date of last State Aid Note:
3. Income Tax Revenue Growth Rate
A. Calendar year preceding application:

B. Calendar year preceding above year:

4, Local and State Tax Base Growth Rates

C. Taxyear of most recent municlpal State Equalized Value:

D. Taxyear five years preceding above year:

E. Tax year of most raecent statewlde State Equalized Value:

F. Taxyear five years preceding above year:

5. Decrease In State Equalized Value
G, Tax year of most recent municipal SEV:
H. Taxvyear preceding above year:

6. Ad valorem operating tax millage
1. Maximum levy per charter;
). Maximum levy authorized as approved by voters:
K. Current levy:

7. Does the municipality have one or more delinquent speclal assessments? Yes or No,

2007
2012
2007

2012
2011

Income tax revenue: b
Income tax ravenue:;
A/B #ov/ol

Municipal SEV (real and personal)-:{ ‘
Municlpal SEV (real and personal)
Statewlde SEV (real and personal)
Statewlde SEV (real and personal):i
c/D #DIv/0!

E/F #DIV/D!

{C/DV/(E/F) #DIV/0!

Municipal SEV {real and personal)
mMuntcipal SEV (real and personal}

If yes, provide explanation:

8. Does the municipality have oustanding bonds, notes, or other evidences of indebtedness
that were issued In anticlpation of a contract obiligation with, or an assessment obligation

against, another municipality that has one or more delinquent special assessments
that were levied to satisfy, In whole or in part, the contract or assessment obligatlon? Yes or No.

If yes, provide explanation:

9, School district enroliment
L. Current fiscal year:
M. Three years preceding above year:

10. Is the municipality in receivership or subject to a consent agreement under the
Local Government and School District Fiscal Accountability Act, Public Act 4 of 20117 Yes or No,

ADDITIONAL REQUIRED INFORMATION

2010
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STATE OF MICHIGAN
DEPARTMENT OF EDUCATION

RICK SNYDER . LLANSING MICHAEL P. FLANAGAN
GOVERNOR STATE SUPERINTENDENT

January 14,-2013

Dr. Donald Weatherspoon, Emergency Manager
Muskegon Heights School District

2603 Leahy Street

Muskegon, MI 49444

Dear Dr. Weatherspoon:

As a condition In the Deflcit Elimination Plan (DEP) approval letter dated August 7,
2012, the district was required to submit to the Michigan Department of Education
(MDE) an operating budget and financial detail to the DEP. This letter will serve to
confirm that the district has complied with that requirement.

Thank you.

Sincerely,

ity DN —

Danlel M. Hanrahan, Director
Office of State Ald and School Finance

cc:  Carol Wolenberg, Deputy Superintendent
Jeff Kolb, Financial Analyst, Office of State Aid and Schooi Finance
Tom Saxton, Deputy State Treasurer
Local Audits Unit
David Sipka, Superintendent, Muskegon Area Intermediate School District
(1sD)
Marios Demetriou, Deputy Superintendent, Muskegon Area ISD

STATE BOARD OF EDUCATION

JOHN C. AUSTIN - PRESIDENT » CASANDRA E, ULBRICH - VICE PRESIDENT
RICHARD ZEILE — NASBE DELEGATE « MICHELLE FECTEAU
LUPE RAMOS-MONTIGNY « KATHLEEN N, STRAUS
DANIEL VARNER » EILEEN LAPPIN WEISER

608 WEST ALLEGAN STREET + P.O. BOX 30008 + LANSING, MICHIGAN 48909
wenwrichigan.govimde -« (597) 373-3324




RICK SNYDER STATE OF MICHIGAN MICHAEL P. FLANAGAN

. SUPERINTENDENT OF
GOVERNGR DEPARTM Eg;gSGEDUCATION PUBLIC INSTRUCTION

August 7, 2012

Dr. Donald Weatherspoon, Emergency Manager
Muskegon Heights School District

2603 Leahy Street '

Muskegon, MI 49444

Dear Dr. Weatherspoon:

As the State Financlal Authority under Section 18(3) of the Local Government and School

District Flscal Accountability Act (P.A. 4 of 2011), I am approving the Financial and Operating

Plan as submitted on August 6, 2012 to serve as the Deficit Elimination Plan (DEP) for Muskegon

Heights School District. MCL 388.1702 requires that I, as Superintendent of Public Instruction,

approve a district’s Deficit Elimination Plan (DEP). Therefore, I am granting contingent approval

of the district’s DEP with the following contingencies:

"« For as long as the dlstrict is In deficit, the district must submit to MDE no fess than

annually an operating budget In accordance with the Uniform Budgeting and Accounting
Act (MCL 141.434-141.438). The first operating budget must be submitted to MDE
within thirty (30) days of the date of this letter.

» For as long as the district is in deficit, the district must submlt to MDE no less than
annually the financial detail to the DEP. The financial detail shall be In a form prescribed
by MDE (attached as Schedule A). The first financlal detail must be submitted to MDE
within thirty (30) days of the date of this letter. :

«  The district is required to submit Monthly Budgetary Control Reports to MDE (attached as

Schedule B). : | ST UOPRRN

Please notify us if significant changes occur which would invalidate the DEP as approved. The .
contingency requirements should be submitted to Dan Hanrahan, State Aid and School Finance
Director, at hanrahand@rmichigan.gov. Dan can also be reached at 517-335-0521.

STATE BOARD OF EDUCATION

JOHN . AUSTIN — PRESIDENT » CASANDRA E, ULBRICH ~ VICE PRESIDENT
NANCY DANHOF — SECRETARY « MARIANNE YARED MCGUIRE - TREASURER
RICHARD ZEILE ~ NASBE DELEGATE » KATHLEEN N, STRAUS
DAMIEL VARNER « EILEEN LAPPIN WEISER

508 WEST ALLEGAN STREET « P.O, BOX 30008 » LANSING, MICHIGAN 48909
veww.michlgan.govimde « (517) 373-3324



Donald Weatherspoon -
Page 2
August 7, 2012

1 look forward to your submissions and continued cooperation.
Sincerely,

Mike Flanagan
Superintendent of Public

struction

Attachments

cc: Carol Wolenberg, Deputy Superintendent
Dan Hanrahan, Director, Office of State Aid and School Finance
Jeff Kolb, Financial Analyst, Office of State Ald and School Finance
Tom Saxton, Deputy State Treasurer
Local Audits Unit '
Davld Sipka, Superintendent, Muskegon Area Intermediate School District (ISD)
Marios Demetriou, Deputy Superintendent, Muskegen Area ISD
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3961 (Rev, 01-11)

STATE OF MICHIGAN

RICK SNYDER DEPARTMENT OF TREASURY ANDY DILLON
GOVERNOR LLANSING STATE TREASURER

August 7, 2012

Donald B. Weatherspoon, Ph.D.,

Emergency Manager for the School District
of the City of Muskegon Heights

2603 Leahy Street

Muskegon Heights, MI 49444

Dear Manager Weatherspoon:

On behalf of the State Treasurér, I have approved the financial and operating plan for the School
District of the City of Muskegon Heights that you submitted on August 7, 2012 under Section 18
of the Local Government and School District Accountability Act, 2011 PA 4, MCL 141,1518,

Sincerely,

‘Kmas F. Saxton

Deputy State Treasurer

cc: Andy Dillon, State Treasurer

MICHIGAN DEPARTMENT OF TREASURY « LANSING, MICHIGAN 48922
www.mlchigan.govitreasury « (517) 373-3200



SCHOOL DISTRICT OF THE CITY OF MUSKEGON HEIGHTS

Office of the Emérgency Manager
Donald B. Weatherspoon

Order 2012-12

BY THE POWER AND AUTHORITY VESTED IN THE EMERGENCY MANAGER
FOR THE SCHOOL DISTRICT OF THE CITY OF MUSKEGON HEIGHTS,
MICHIGAN ("EMERGENCY MANAGER”) UNDER THE LOCAL GOVERNMENT
AND SCHOOL DISTRICT FISCAL ACCOUNTABILITY ACT, 2011 PA 4, MCL

141.1501 to 141.1531 '

THE EMERGENCY MANAGER, DONALD B. WEATHERSPOON, ISSUES THE
FOLLOWING:

ORDER APPROVING AND ADOPTING A FINANCIAL AND OPERATING PLAN FOR
THE SCHOOL DISTRICT OF THE CITY OF MUSKEGON HEIGHTS

WHEREAS, the School District for the City of Muskegon Heights (“District”) is
currently in receivership and under the supervision of an Emergency Manager appointed by the
Governor (“Emergency Manager”) under the Local Government and School District Fiscal
Accountability Act, 2011 PA 4, MCL 141.1501 to 1411531 ( “Act”);

WHEREAS, the Emergency Manager has broad powers under the Act to rectify the
District’s financial emergency and to assure the District’s fiscal accountability and capacity to
provide or cause to be provided necessary governmental services essential to the public health,
safety and welfare;

WHEREAS, under Section 18 of the Act, the Emergency Manager must develop and
may amend a written financial and operating plan for the District with the objectives of assuring
that the District is able to provide or cause to be provided public educational services to residents
of the District and assuring the fiscal accountability of the District (“Plan”);

WHEREAS, as part of the Plan and consistent with the Code, the Emergency Manager
has determined that the issuance of a public school academy contract to an applicant to organize
and operate the Muskegon Heights Public School Academy System (“System”) is a viable option
that will allow the Emergency Manager to provide for the delivery of public education services
to residents of the District and also allow for the repayment of existing District debt obligations;

WHEREAS, the Emergency Manager now desires to submit the Plan to the State
Treasurer for approval, as provided under the Act; and

NOW, THEREFORE, IT IS ORDERED THAT, the attached Plan is approved and
adopted by the Emergency Manager as the financial and operating plan for the District; and



IT IS FURTHER ORDERED THAT, the Plan shall be submitted to the State Treasury
for approval and a copy shall be provided to the Superintendent of Public Instruction.

Dated: August 6, 2012

Bw&&h&%
Donald B. Weatherspoon,

Emergency Manager
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2. EFM ORDER AUTHORIZING LOAN APPLICATION




SCHOOL DISTRICT OF THE CITY OF MUSKEGON HEIGHTS

O AT ) L A A T e e e e ey

Office of the Emergency Manager
Donald B. Weatherspoon

Order 2012-11

BY THE POWER AND AUTHORITY VESTED IN THE EMERGENCY MANAGER
FOR THE SCHOOL DISTRICT OF THE CITY OF MUSKEGON HEIGHTS,
MICHIGAN (“EMERGENCY MANAGER”) UNDER THE LOCAL GOVERNMENT
AND SCHOOL DISTRICT FISCAL ACCOUNTABILITY ACT, 2011 PA 4, MCL
141.1501 to 141.1531,

THE EMERGENCY MANAGER, DONALD B. WEATHERSPOON, ISSUES THE
FOLLOWING:

ORDER APPROVING SUBMISSION OF THE APPLICATION TO THE LOCAL
EMERGENCY FINANCIAL ASSISTANCE LOAN BOARD (“BOARD”) CREATED BY
THE EMERGENCY MUNICIPAL LOAN ACT, 1980 PA 243, MCL 141.931 to 141.942,
REQUESTING EMERGENCY LOANS ENABLING THE SCHOOL DISTRICT OF THE
CITY OF MUSKEGON HEIGHTS (“DISTRICT*) TO MEET ITS FINANCIAL
OBLIGATIONS; ASSURING THE FISCAL ACCOUNTABILITY OF THE DISTRICT;
APPROVING ISSUANCE OF DISTRICT LOAN NOTES TO THE BOARD;,
PRESCRIBING THE FORM OF THE NOTES; PROVIDING FOR THE RIGHTS OF
NOTE HOLDERS AND ENFORCEMENT OF THE RIGHTS; DETERMINING LOAN
TERMS, DETERMINING OTHER RELATED MATTERS; AND DELEGATING
AUTHORITY TO MAKE DETERMINATIONS RELATING TO THE NOTES AND
ASSOCIATED DOCUMENTS.

WHEREAS, the School District of the City of Muskegon Heights ( *School District”) is
a general powers school district under The Revised School Code, 1976 PA 451, MCL 380.1
380.1852, (“Act 451”), and has the power conferred upon the School District by Act 451, the
State Constitution of 1963 ( *Constitution”), and other applicable law;,

WHEREAS, the Emergency Municipal Loan Act, 1980 PA 243, MCL 1980 PA 243,
MCL 141.931 to 141.942, authorizes municipalities, including school districts, to borrow money
and the State of Michigan (“State™) to issue debt and securities as emergency loans;

WHEREAS, the School District is a municipality under Act 243 with the power 10
borrow money and issue evidences of indebtedness for repayment of obligations, including, but
not limited to, money advanced or previously advanced approved or previously approved for
advancement under Section The State School Aid Act of 1979, 1979 PA 94, MCL 388.1601 to
388.1896 (“Act 94”), or money borrowed under Section 1225 of Act451;



WHEREAS, the Revised Municipal Finance Act, 2001 PA 34, MCL 141.2101 to
141.2821 (*Act 34™), authorizing the borrowing of money and the issuance of certain debt and
securities, providing for tax levies, authorizing the issuance of debt and securities, and generally
governing municipal finance practices in the State;

WHEREAS, the School District is a municipality under Act 34 with the power to issue a
security such as bonds, notes, contracts, obligations or other similar instruments;

WHEREAS, Section 11 of Act 451 allows school districts to levy taxes and use the
proceeds to repay an emergency loan under Act 243;

WHEREAS, the School District is currently in receivership and under the supervision of
an Emergency Manager appointed by the Governor (*Emergency Manager”) under the Local
Government and School District Fiscal Accountability Act, 2011 PA 4, MCL 141.1501 to

1411531 (“Act 47);

WHEREAS, the Emergency Manager has broad powers under the Act to rectify the
District’s financial emergency and to assure the School District’s fiscal accountability and
capacity to provide or cause to be provided necessaty governmental services essential to the
public health, safety, and welfare and to assure the fiscal accountability of the School District;

WHEREAS, under Section 18 of Act 4, a financial and operating plan adopted by the
Emergency Manager must provide for the payment in full of the scheduled debt service
requirements on all bonds, notes, and municipal secutities of the School District and all other
uncontested legal obligations;

WHEREAS, under Section 19(1)(g) of Act 4, the Emergency Manager may make,
approve, or disapprove of any loan with respect to the School District;

WHEREAS, under Section 19(1)(s) of Act 4, the Emergency Manager may apply fora
loan from the State on behalf of the School District, subject to the conditions of Act 243 ina
sufficient amount to pay the expenses of the emergency manager and for other lawful purposes;

WHEREAS, under Section 19(1)(u) of Act 4, the Emergency Manager may authorize the
borrowing of money by the School District as provided by law;

WHEREAS, under Section 19(1)(v) of Act 4, the Emergency Manager may apptove or
disapprove of the issuance of obligations of the School District on behalf of the School District;

WHEREAS, under Section 19(1)(x) of Act 4, the Emergency Manager may into
agrecments with creditors or other persons or entities to restructure debt on terms, at rates of
interest, and with security as shall be agreed among the parties, subject to approval by the State
Treasurer;

WHEREAS, under Section 20(¢) of Act 4, the Emergency Manager may approve ot
disapprove of the issuance of obligations of the School District;



WHEREAS, under Section 19(1)(dd) of Act 4, the Emergency Manager may exercise
solely, for and on behalf of the School District, alt certain authority and responsibilities of the
chief administrative officer and governing body concerning the adoption, amendment, and
enforcement of ordinances or resolutions of the School District as provided in Act 45] and Act
84,

WHEREAS, under Section 20(f) of Act 4, the Emergency Manager may exercise solely,
for and on behalf of the School District, all other authority and responsibilities affecting the
School District that prescribed by law to the school board and superintendent of the School
District;

WHEREAS, under Section 19(1)(ee) of Act 4, the Emergency Manager may take any
other action or exercise any power or authority of any officer, employee, department, board,
commission, or other similar entity of the School District, whether elected or appointed, relating
to the operation of the School District;

WHEREAS, while the School District is in reccivership, the authority of the chief
administrative officer and governing body to exercise power for and on behalf of the School
District under law, charter, and ordinance is suspended and vested in the Emergency Manager
under Section 19(2) of Act 4;

WHEREAS, the Emergency Manager has broad powers under Act 4 to rectify the
School District’s financial emergency and to assure the District’s fiscal accountability and
capacity to provide or cause to be provided necessary governmental services essential to the
public health, safety, and welfare;

WHEREAS, the Emergency Manager has been granted the authority under Act 4 to act
for and in the place and stead of the school board of the School District (“District Board™), the
Emergency Manager has the power to exercise solely, on behalf of the School District, all other
authority and responsibilities affecting the School District that are prescribed by law to the
District Board and orders of the Emergency Manager constitute resolutions of the District Board
for these purposes; and

WHEREAS, the Emergency Manager, on behalf of the School District, has determined
that there exists or will exist a deficit in the School District’s general fund for the current fiscal
year that could not reasonably have been foreseen and adequately provided for in the current
fiscal year budget;

WHEREAS, the Emergency Manager has further determined that insufficient monies are
available for it to pay an outstanding note, issued within the last 18 months under Section 1225
of Act 451, when it becomes due;

WHEREAS, the School District is in receivership under Act 4 and the loan authorization
requested is necessary to implement a financial and operating plan adopted for the School
District;

WHEREAS, the School District has submitted ot will submit a 5-year plan, approved by
the Emergency Manager, to balance future expenditures with anticipated revenues; and



WHEREAS, as part of the financial and operating plan adopted for the School District,
the Emergency Manager has determined that it is necessary and in the best interest of the Scheol
District to make application to the Local Emergency Financial Assistance Loan Board ( “Board”™)
to borrow a sum not to exceed $20,000,000.00 to be evidenced by notes issued in one or more
series;

WHEREAS, an emergency loan to the School District under Act 243 will enable the
Emergency Manager to cause public educational services to continue to be provided to residents
of the School District, allow for the repayment of existing School District debt obligations, and
assure the fiscal accountability of the School District;

WHEREAS, pursuant to Act 451, Act 243, Act 34 and Act 4, the Emergency Manage,
on behalf of the School District, may borrow money for permitted purposes and may issue notes
or other evidences of indebtedness;

WHEREAS, under Act 451, Act 243, Act 34 and Act 4, the Emergency Manager, on
behalf of the School District, may approve the issnance of municipal securities to finance the
deficit within the Schoo! District and pay necessary expenditures of the School District;

WHEREAS, under Act 451, Act 243, Act 34, Act 4 and Act 94, the Emergency
Manager, on behalf of the School District, may order or resolve the issuance of municipal
securities, the order or resolution may contain an irrevocable provision for the levying of a tax in
order to repay the municipal security from the receipt of the taxes, the order or resolution and
may contain an irrevocable provision authorizing the withholding of all delinquent payments due
on each municipal security from State money appropriated to the School District, including, but
not limited to, money appropriated under Act 94, and the funds may be app]led to the repayment
of principal of or interest on each municipal security;

WHEREAS, the Emergency Manager seeks to make certain determinations for, and on
behalf of and in the best interest of the School District in writing, to be filed and included with
all other documentation of any emergency loan under Act 243; and

NOW, THEREFORE, THE EMERGENCY MANAGER, ON BEHALF OF THE
SCHOOL DISTRICT, ORDERS AND RESOLVES THAT::

Section 1. The School District shall submit an application to the Board requesting a loan
in an amount not to exceed $20,000,000.00 or such part of that amount authorized by the
Michigan Department of Treasury, for which one or more notes of the School District shall be
issued as evidence of the Joan,

Section 2, Donald B. Weatherspoon, the Emergency Manager, any emergency manager
or emergency financial manager that may be appointed for the School District, and any other
official or employee of the School District or other individual authorized by the Board (when
applicable) or the State 10 act on behalf of the School District for this purpose, (each an
“Authorized Officer”) are authorized and ordered to take action or execute documents and
certificates as necessary or desirable and in the best interest of the School District in connection
with the delivery of the notes authorized by this order and resolution and the School District’s
receipt of the proceeds of the loans authorized by this order and resolution.



Section 3.Notes of the School District designated “Emergency Loan Note (General
Obligation Limited Tax), 2012-13 Series _" (each a “Note”) shall be issued in one or more
series, with sequential series references as determined by an Authorized Officer, each in an
amount determined by an Authorized Officet, not to exceed $20,000,000.00 in the aggregate
(each a “Loan” and collectively, the *Loans™). Each Note shall evidence the obligation of the
School District to repay the applicable Loan to the State under Act 243, Each Note shall be
dated as of the date of delivery of the Note to the State, Each Note shall bear interest from the
date of delivery of the Note, and shall be payable as to principal and interest on the dates and in
the amounts, at the rates, and subject to redemption before maturity, as determined by an
Authorized Officer; provided that the final maturity shall not exceed 30 years from the applicable
date of issuance, and the interest rates, or the maximum interest rate if issued on a variable rate
basis, shall not exceed 10 percent. Principal and interest on each Note shall be payable to the
State Treasurer.

Section 4. Each Note shall be a limited tax general obligation of the School District and
the full faith and credit of the School District shall be pledged to the payment of the principal of
and interest on the Note as and when due. The Note shall be payable out of the general funds of
the School District, including collection of ad valorem taxes the School District may levy on
property within the School District under Section 1211 of Act 451, within Constitutional and
statutory limitations, As additional security for the payments due and owing under each Note,
the School District pledges, and acknowledges the State’s statutory right to withhold the amount
of all delinquent payments due on each Note from State money appropriated to the School
District, including, but not limited to, money appropriated under Act 94, and authorizes the State
to withhold the funds and apply the funds to the repayment of principal of or interest on any Note
delinquent according to the terms of the Note.

Section 5. An Authorized Officer shall execute each Note on behalf of the School
District and upon acknowledgment of receipt of the principal amount of the applicable Loan, the
fully executed applicable Note shall be delivered to the Board as agent for the State,

Section 6. Each Note shall be in substantially the form attached to this order and
resolution as Exhibit A with changes as approved by an Authorized Officer not inconsistent with
the terms of this order and resolution.

Section 7. The School District also acknowledges that there will be conditions of the
Loan and agrees to comply with the requirements of the Board's Order of Approval of Loan
(“Board Order”) as approved by an Authorized Officer not inconsistent with this order and
resolution. Once accepted, the terms and conditions of the Board Order shall be binding on the
School District.

Section 8. The proceeds of each Loan shall be disbursed in accordance with a Use of
Proceeds of Emergency Loan Table to be completed by an Authorized Officer at the time of
issuance of the Loan.

Section 9. This Order is effective immediately.



Section 10,  All orders and resolutions and parts of orders or resolutions conflicting
with this order and resolution are rescinded. This order may be amended, modified, repealed, or
terminated by any subsequent order issued by the Emergency Manager.

Dated: August 3, 2012

Emergency Manager



3. EMERGENCY LOAN BOARD ORDER OF APPROVAL




GOVERNOR . LANSING STATE TREASURER

LOCAL EMERGENCY FINANCIAL ASSISTANCE LOAN BOARD
ORDER 2013-4
ORDER OF APPROVAL OF LLOAN

THE LOCAL EMERGENCY FINANCIAL ASSISTANCE LOAN BOARD,
ACTING UPON THE APPLICATION OF-

SCHOOL DISTRICT OF THE CITY OF MUSKEGON HEIGHTS
COUNTY OF MUSKEGON
STATE OF MICHIGAN

For the permission to borrow the principal amount of $3,500,000.00 for the purpose of enabling
the School District to meet its financial obligations as more fully set forth herein, the Board

determines that:

1. A local fisoal emergenoy exists within the School District.
2. The School District has complied with the provisions of Public Act 243 of 1980, the
Emergenoy Municipal Loan Act, as amended, as follows: ‘
(a) The School District has provided by order for, and has applied to, the Board for a loan
pursuant to the Act,
(b) A deficit in the general fund of the School District is projected for the current fiscal yoar
ending June 30, 2013, '
(¢) The School Distriot has issued State aid anticipation notes pursuant to Public Act 451 of
1976, the Revised School Code.

430 WEST ALLEGAN STREET « LANSING, MICHIGAN 48822
www michigan govitressucy » (517) 373-3200



(d) The School District meets the condition set forth in Section 4(1)(c)(v) of Public Act 243
of 1980, the Emergency Municipal Loan Act, as amended, in that the pupil membership
of the School District under Section 6 of Public Act 94 of 1979, the School Aid Act of
1979, at the time the loan application was made had declined over a preceding threc-
State-fiscal-year period by a total of 15 percent or more, as determined by the
Department of Treasury

(¢) The School District meets the condition set forth in Section 4(1)(c)(vii) of Public Act 243
of 1980, the Emergency Municipal Loan Act, as amended, in that the School District is a
unit of local government for which a financial emergency has been conﬁn—ned to exist and
responsibilities for the School Distriot are vested in an Emergency Financial Manager
appointed pursuant to Public Act 72 of 1990, the Local Government Fiscal Responsibility
Act,

(f) The School District submitted its defioit elimination plan on August 6, 2012, and the plan
was approved by the Michigan Department of Education on August 7, 2012, The
Michigan Department of Education subsequently confirmed on January 14, 2013 that the
School District has complied with the conditions set forth in its approved deficit
elimination plan. ,

3. The School District shall submit in a timely manner to the Department of Treasury and the
Michigan Department of Education the dooumentation required by Section 7 of Public Act
243 of 1980, the Emergency Municipal Loan Act, as amended.

NOW, THEREFORE, be it ordered by the Board that the application of the School District for an

emergency loan in the amount of three million, five hundred thousand dolars ($3,500,000) for

the fisoal year of the School District ending June 30, 2013 is hereby approved, subject to the
conditions set forth in-this Order of Approval.

Terms of Emergency Loan

1. The emergency loan shall be evidenced by a note to be designated as the “Emergency Loan
Note (General Obligation Limited Tax) 201213 Series IL” ‘The note shall be for a term not
to exceed 30 years. The prinofpal amount outstanding shall bear interest initially at the rate
of 2.35% percent (2.35%) per annum, but the initial rate of interest may be adjusted
thereafter at such times and by such amount as the Board may determine. Until the

emergency loan is repaid, a payment of interest only then owing shall be remitted cach May



1, beginning in 2013, and a payment of principal and interest then owing shall be remitted

each November 1, beginning in 2013,

Use of Proceeds of Emergency Loan

1. The School District shall use the proceeds of the emergency loan solely to pay critical
vendors as approved by the State Treasurer. -

2. Within not more than 90 days after the emergency loan is disbursed to the School District,
the Emergency Financial Manager for‘ the School District shall file with the Board an
accounting of the use of the emergency loan proceeds. '

Conditions Upon School District

1. As a condition of receiving the emergency loan authorized by this Order of Approval, the
Emergency Financial Manager agrees to perform all of the following:

(a) Execute property tax and delinquent property tax intercept agreements as required by the
State Treasurer.

(b) Exeoute a cognovit related to the emergency loan authorizing the Aftorney General to
confess a judgment against the School District in the event of a default upon the
emergency loan. -

2. As a condiiion of receiving the cmergency loan authorized by' this Order of Approval, the
School District agrees to perform all of the following during the period that any portion of
the cmergency loan remains outstanding:

(a) Not later than six months after the date upon which the emergenoy loan is disbursed to
the School District, ana every six months after that date for the period that the emergency
loan is outstanding, su’bmit to the State Treasurer and Superintendent of Public
Instruction an evaluation of the perfornianoe of the School District against the long-range
plan which was submitted pursuant to this Order of Approval.

(b) Submit to the State Treasurer and Superintendent of Public Instruction on a quarterly
basis boginning April 15, 2013, for the immediately preceding quarter all of the
following:

(1) A statement of actual revenues received by the School District in the last quarter of
the current fisoal year of the School District and in the current fiscal year of the

School District to date..



(2) A statement of total revenues cstimated to be received by the School District in the
current fiscal year of the School District.

(3) A statement of expenditures made and encumbrances entered into by the School
District in the last quarter of the current fiscal year of the School District and in the
current fiscal year of the School District to date.

(4) A statement of revenues which were estimated to be received by the School District
and expenditures which-were estimated to be made by the School District during the
current fiscal year of the School District and through the end of the last quarter of the
current fiscal year of the School District.

(5) A balance sheet indicating whether total estimated expenditures for the current fiscal
year of the School District and for the last quarter exceed the total estimated revenues
for the current fiscal year of the School District and for the last quarter, respectively.

(o) Submit annually by July 1 to the State Treasurer and Superintendent of Public Instruction
the general appropriations act of the School District and submit forthwith any
amendments to the general appropriations act of the School District adopted pursuant to
Public Act 2 of 1968, as amended, the Uniform Budgeting and Accounting Act. An |
annual operating budget of the School District shall not become effective until approved
by the State Treasurer, in consultation with the Superintendent of Public Instruction.

(d) Certify annually by July 1 that the School District has fully complied with all statutory
requirements concerning the use of the uniform chart of accounts and audits as
promulgated by the Michigan Department of Education.

(e) To the extent applicable, comply with the requirements of both of the following:

(1) Section 3 or 4 of Public Act 152 of 2011, the Publicly Funded Health Insurance
Contributions Act.

(2) Section 5 of Public Act 152 of 2011, the Publicly Funded Health Insurance
Contributions Act.

. Compliance with the conditions imposed upon the School District by this Order of Approval

shall be the responsibility of the Emergenoy Financial Manager appointed pursuant to Public

Act 72 of 1990, the Local Government Fiscal Responsibility Act, and shall continue under

Public Act 436 of 2012, the Local Financial Stability and Choice Act, or any future successor

act unless modified by the Board.



Conditions not Discharged by Contingencies
The conditions imposed upon the School District by this Order of Approval are not subject to
release or discharge due to any contingencics, including, but not limited to, olerical errors,
computer failures, late mailings, or the failure to comply with reporting due dates or other -
scheduled due dates due to adverse weather, acts of God, acts of third parties, or compliance
with court orders.

Due Dates
A provision of this Order of Approval which requires the School District to submit to the -
Board, the State Treasurer, or the Superintendent of Public Instruction a report, listing, or
other document by a speoific due date shall not be deemed complied with unless the report,
listing, or other document is received by the Board, the Michigan Department of Treasury, or
the Michigan Department of Education by the due date specified. If the due date for a report,
‘listing, or other documents falls on a weekend or legal holiday, then the report, listing, or
other document shall be due on the first day thereafter which is not a weekend or legal
holiday.

Waiver of Provisions
To the extent permitted by Public Act 243 of 1980, the Emergency Municipal Loan Act, as
amended, the Board may waive or modify a provision of this Order of Approval if; in its sole
discretion, the Board coﬁb’ludes that the School District has demonstrated good cause shown
for the waiver. However, the lack of a specific action by the Board shall not be construed as
a waiver or modification of a proviéion of this Order of Approval.

Delegation of Ongoing Supervision
The Board delegates to the State Treasurer responsibility for the day to day supervision of the
compliance by the School Distriot with this Order of Approval.

Delegation of Supervision of Disbursement of Loan Proceeds
The Board delegates to the State Treasurer the authority to require that the proceeds from the
emergency loan authorized by this Order of Approval be drawn upon by School District
officials in one or more installments upon such dates and subject to the satisfaction of such

conditions as the State Treasurer may establish.



IN WITNESS WHEREOF, the members of the Board, or their designees, have signed and
exeouted this Order of Approval.

LOCAL EMERGENCY FINANCIAL ASSISTANCE
LOAN BOARD

Hows T 552

Thomas F, Saxton, Deputy State Treasurer
As Designee for Andy Dillon, State Treasurer

MJQMW%

Michael I. Moody, Chief Fmanclal Officer

As Designee for John E. Nixon, Director
Department of Technology, Management and Budget

KD O

Steve Arwood, Acting Director

Department of Licensing and Regulatory Affairs

Date: |~ \8_ | 4

Lansing, Michigan




Bond Debt Service

Muskegon Heights Public Schoofs, Michigan
Emergency Lean #2
$3,500,000 Par Amount | Dated: January 18, 2013

Annual Debt
Period Ending Princlpal Coupon interest Delt Service Service

5/1/2013 23,532.64 23,532,64
6/30/2013 23,532.64
11/1/2013 65,000 2,350% 41,125.00 106,125.00

5/1/2014 40,361.25 40,361.25
6/30/2014 146,486.25
11/1/2014 65,000 2,350% 40,361.,25 105,361.25

5/1/2015 39,597.50 39,597.50
6/30/2015 144,858,75
11/1/2015 65,000 2.350% 39,5972.50 104,597.50

5/1/2016 38,833.75 38,833.75
6/30/2016 143,431.25
11/3/2016 70,000 2.350% 38,833.75 108,833.75

5/1/2017 38,011.25 38,011.25
6/30/2017 146,845.00
11/1/2017 70,000 2.350% 38,011.25 108,011.25

5/1/2018 37,188.75 37,188.75 )
6/30/2018 ’ 145,200.00
11/1/2018 75,0600 2.350% 37,188.75 112,188.75

5/1/2019 36,307.50 36,307.50
6/30/2019 148,496.25
11/1/2019 75,000 2.3502% 36,307.50 111,307.50

5/1/2020 35,426.25 3542625
6/30/2020 146,733.75
11/1/2020 75,000 2.350% - 35,426.,25 110,426.25

5/1/2021 34,545,00 34,545.00
6/30/2021 144,971.25
117172021 80,000 2.350% 34,545.00 114,545.00

5/1/2022 33,605.00 33,605.00
6/30/2022 148,150.00
11/1/2022 80,000 2.350% 33,605.00 113,605.00

5/1/2023 32,665.00 32,665.00
6/30/2023 146,270.00
11/1/2023 120,600 2.350% 32,665.00 152,665.00

5/1/2024 31,255.00 31,255.00
6/30/2024 . 183,920.00
11/1/2024 120,000 2.350% 31,255.00 151,255.00

5/1/2025 29,845.00 29,845.00
6/30/2025 181,100.00
11/1/2025 125,000 2.350% 29,845.00 154,845.00

5/1/2026 ’ 28,376.25 28,376.25
6/30/2026 183,221.25
11/1/2026 125,600 2.350% 28,376.25 153,376.25

5/1/2027 26,907.50 26,902.50
6/30/2027 180,283.75
11/1/2027 130,000 2.350% 26,907.50 156,907.50

5/1/2028 25,380.00 25,380.00
6/30/2028 182,287.50
11/1/2028 130,000 2.350% 25,380.00 155,380.00

5/1/2029 23,852.50 23,852.50
6/30/2029 179,232.50

Pagel



Bond Debt Service

Muskegon Helghts Public Schools, Michigan
Emergency Loan #2
43,500,000 Par Amount | Dated: January 18, 2013

Annual Debt
Perled Ending Principal Coupon Interest  DebtService Service
11/1/2029 135,000 2.350% 23,852.50 158,852.50
5/1/2030 22,266.25 22,266.25
6/30/2030 181,118.75
11/1/2030 140,000 2.350% 22,266.25 162,266.25
5/1/2031 20,621.25 20,621.25
6/30/2031 182,887.50
11/1/2031 140,000 2.350% 20,621.25 160,621.25
5/1/2032 18,976.25 18,976.25
6/30/2032 179,597.50
11/1/2032 145,000 2.350% 18,976.25 163,976.25
5/1/2033 17,272.50 17,272.50
6/30/2033 181,24875
11/1/2033 150,000 2.350% 17,272.50 167,272.50
5/1/2034 15,510.00 15,510.00
6/30/2034 182,782.50
11/1/2024 150,000 2.350%% 15,510.00 - 165,510.00
5/1/2035 13,747.50 13,747.50
6/30/2035 ’ 179,257.50
11/1/2035 155,000 2.350% 13,747.50 168,747.50
5/1/2036 11,926.25 11,926.25
6/30/2036 180,673.75
11/1/2036 160,000 2.350% 11,926.25 171,926.25
5/1/2037 10,046.25 10,046.25
6/30/2037 181,972.50
11/1/2037 160,000 2.350% 10,046.25 170,046.25
5/1/2038 8,166.25 8,166.25
6/30/2038 178,212.50
11/1/2038 © 170,000 2.350% 8,166.25 - 178,166.25
5/1/2039 6,168.75 6,168.75
6/30/2039 184,335.00
11/1/2039 170,000 2.350% 6,168.75 176,168.75
5/1/2040 4,171.25 4,171.25
6/30/2040 180,340.00
11/1/2040 175,000 2.350% 4,171.25 179,171.25
5/1/2041 2,115.60 2,115.00
6/30/2041 181,286.25
11/1/2041 180,000 2.350% 2,115.00 182,115.00
6/30/2042 132,115.00
3,500,000 1,430,847.64  4,930,947.64  4,930,947.64

Page 2



4. APPOINTMENT DOCUMENTATION
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_ STATE oF MICHIGAN FOAR 3 g o
RICK SNYDER EXECUTIVE OFFICE ceer g DM ST 5 <L~ BRIAN CALLEY
GOVERNOR LANSING aFFTE U e LT. GOVERNOR

August 8, 2012

The Honorable Ruth Johnson
Secretary of State

Office of the Great Seal :
Michigan Department of State
Lansing, Michigan 48908

Dear Secretary Johnson:

Please be advised of the following appointment to office:

Emergency Financial Manager - Muskegon Heights Schoo! District

Donald B. Weatherspoon of 8942 East Saginaw, Haslett, Michigan 48840, county of
Clinton, is appointed to serve effective August 8, 2012.

Sincerely,

Rick Snyder
Governor

GECRGE W. ROMNEY BUILDING « 111 SOLUTH GAPITOL AVENUE = LANSING, MICHIGAN 48209
wwhwv.michigan.gov



SERE
P_. =, 4 ‘.

il

OATH OF OFFICE, . ...

-:f] LE Uy

STATE OF MICHIGAN } -
County of Ing ham

I do solemnly swear that I will support the Constitution of the United States and the

Constitution of this State, and that I'will faithfully discharge the duties of the office of

Emergency Financial Manager - Muskegon Heights School District

according to the best of my ability.

e B L o hen e e "

Signaturel

Donald B. Weatherspoon

Name Printed or Typed

Sworn to and subscribed before me t )is % /A/ day of f/o&% , 20 /Q
2y %&//m -

Signature

ﬂ%@@{ bré
[ Lot %//%ﬂm -

Nargé Printed or Typed

Notary Public, State of'Mlchlgan Cotnty o j / /74///’/; P77

My Comimission ExXpires 772@ ‘%:’? - et i et e e e
Acting in the County of g 2

**When filing with the Secretary of State, original signatures are required.



RICK SNYDER

MICHAEL P. FLANAGAN

(GGOVERNOR DEPARTMENT OF EDUCATION SUPERINTENDENT OF

LANSING

August 8, 2012

The Honorable Rick Snyder
Governor of Michigan
Romney Building, 2™ Floor
P.O, Box 30013

lansing, MI 48909

Dear Governor Snyder:

In an April 19, 2012 letter to Interim Superintendent David Sipka and the Board of Education at
the Muskegon Heights School District you confitmed, pursuant to Section 15(2) of Public Act 4 of
2011, that a local government financial emergency existed In the Muskegon Heights School
District. Pursuant to Section 15(4) of the Act, you notlfied the district that you were naming a
Financial Manager “to act for and In the place and stead of the governing body and the office
of chief administrative officer” of the Muskegon Heights School District. These actions were
based -on the findings of a Review Team that was convened under P.A. 4. Those findings
confirmed a level of financlal stress at the district that warranted further action under P.A. 4
and resulted in the naming of an Emergency Manager. The criteria considered for
confirmation of a financial emergency under P.A. 4 are substantially similar to the criteria
for a serlous financial problem outlined In Sec. 34(1) of Public Act 72 of 1990. The following
facts outlined In your April 19, 2012 letter exlst today as confirmed by Donald
Weatherspoon, the current district Emergency Manager.

These facts included the following:

» According to the School District's 2011 flscal year financial audit, the School District’s
cumulative general fund deficit increased by 102 percent, from $4,195,864 (as restated) as
of June 30, 2010 to $8,472,543 as of June 30, 2011. The one-year increase in the School
District’s cumulative general fund deficit resulted from general fund expenditures and
transfers out exceeding general fund revenues by %4,276,679.

« Since at least the 2006 fiscal year, the School District has not had a posltive year-end fund
balance in Its general fund. Based upon information on file with the Michigan Department of
Education, the negative year-end general fund balance during these years has ranged from
$900,378 for the 2006 fiscal year to a projected $9,442,788 for the current fiscal year which
ends on June 30, 2012,

e Financial audit reports for the School District for its IaSt three fiscal years reflacted the
following variances between general fund revenues and expenditures, as initially budgeted
and as amended, versus general fund revenues and expenditures actually realized:

STATE BOARD OF EDUCATION

JOHN C. AUSTIN — PRESIDENT « CASANDRA E. ULBRICH —~ VICE PRESIDENT
NANGY DANHOF - SECRETARY « MARIANNE YARED MCGUIRE — TREASURER
RICHARD ZEILE — NASBE DELEGATE + KATHLEEN N, STRAUS

DANIEL VARNER » EILEEN LAPPIN WEISER

808 WEST ALLEGAN STREET « P.O. BOX 30008 » LANSING, MICHIGAN 48909
www.michigan.gov/mde « (517) 373-3324

PUBLIC INSTRUCTION



Governor Snyder

August 8, 2012

Page 2
2008-09 % 2009-10 % 2010-11 %
Revenues
Original $22,481,370 $21,964,880 $19,743,100
Final $22,481,370 $21,048,383 $20,007,464
Actual $22,770,560 $20,437,910 $17,784,569
Varfance  $289,190 1.29 ($610,473) (2.9) ($2,222,895) {11.1)
Expenditures
Original $22,481,370 $21,949,880 $23,230,460
Final 422,481,370 $23,781,642 $21,950,437
Actual $23.608,408 $23,032.858 $22,061,248
Variance ($1,127,038) (5.01) $748,784 3.15 ($110,811) {0.50)

The School District’s pupil enrollment decreased by 34.3 percent, from 2,142 pupils for the
2006 fiscal year to 1,408 pupils for the 2012 fiscal year. The decline in the number of
pupils In the School District had a corresponding impact upon the general fund revenues
avallable as schoo! funding continues to be based upon the number of pupils.

Fiscal Year Pupil Count General Fund Revenue
2006 2,142 $24,224,178
2007 2,046 $22,032,907
2008 1,909 $21,701,821
2009 1,820 $22,033,838
2010 1,599 $19,894,627
2011 1,537 $17,784,577
2012 1,408 $17,600,387

Pursuant to documents School District officials signed on August 1, 2011, related to a $7.9
million State ald note for the School District, the Department of Treasury was required to
intercept a portion of the School District’s State aid payments beginning in February 2012
in order to help ensure the timely repayment by the School District of that State aid note,
The Intercepts are a direct result of the School District’s loss of students and associated
State ald. These intercepts will continue through July of 2012, in the amount of
$113,678.46 (approximately 12 percent) from each State ald payment, These partial
Intercepts will be In addition to a 100 percent intercept of the Schoot District’s August 2012

State ald payment, which also is required pursuant to the August 1, 2011 documents. Even-

after the intercepts, the School District still will owe approximately $6.3 million on its State
ald note which is due August 20, 2012, .

(NOTE: The Emergency Manager appointed under P.A, 4 of 2011 has submitted a
Financial and Operating Plan that has been accepted as a Deficit Elimination Plan by the
State Superintendent of Public Instruction. It was approved with contingencles on
August 7, 2012) '

L



Governor Snyder
August 8, 2012
Page 3

The Michigan Attorney General, in Opinion 7267, has advised that Public Act 72 of 1990 (the
Local Government Fiscal Responsibility Act) Is in effect with the suspension of Public Act 4 of
2011. The determination of a financial emergency in the Muskegon Heights School District
remains legally valid and has not been revoked by me or by any court. For those reasons, a
financlal emergency continues to exist at this time. Pursuant to Sec. 38(1) of Pubic Act 72, 1
submit the Following nominee for your consideration for appointment to the position of
Emergency Financial Manager for the Muskegon Heights School District.

Donald B, Weatherspoon
Lansing, MI

“Gincerdly,

Michael P. Flanagan
Superintendent of Public I

cc: State Bbard of Education
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STATE OF MICHIGAN
RICK SNYDER DEPARTMENT OF TREASURY ANDY DILLON
GOVERNOR LANSING STATE TREASURER

CONTRACT FOR EMERGENCY FINANCIAL MANAGER SERVICES

RICK SNYDER, Governor of the State of Michigan (Governor), and the Department of
Treasury retain and appoint Donald B. Weatherspoon as the Emergency Financial Manager for
the Muskegon Heights School District (School District) under Public Act 72 of 1990, the Local
Government Fiscal Responsibility Act, MCL 141.1201 ef seq, (the Act).

The Emergency Financial Manager will provide services to the School District pursuant
to the terms and conditions set forth in this Contract and the Act.

Students being educated within the School District are entitled to an education that enables
them to learn at high levels and, upon graduation, be fully prepared to enter the work force or
attend college. This cannot happen when there is uncertainty about schools being able to stay
open, or about their ability to maintain an environment that is conducive to teaching and learn-
ing.

The Emergency Financial Manager's role is to remedy the distress of the Schoel District
by requiring prudent fiscal management and efficient provision of services by exercising the
necessary authority confetred by the State to take appropriate action on behaif of the District and
its students. The result for students should be an education that allows them to think and act in-
novatively, demonstrate high performance, and meet the highest expectations. In accepting this
appointment, the Emergency Financial Manager agrees to leverage all his skills and abilities to
accomplish these objectives on behalf of our students, parents, and citizens.

1. PARTIES, PURPOSE, DUTIES, AND REPORTS

1.1 Parties. The parties to this Contract are the State of Michigan by the Department of
Treasury and Donald B. Weatherspoon.

1.2 Purpose. The parties to this Contract agree that Donald B. Weatherspoon will act as
the Emergency Financial Manager for the School District. The Emergency Financial Manager's
duties and responsibilities are delineated in the Act and include conducting all aspects of the op-
erations of the School District and establishing and implementing a written financial plan as re-
quired by Section 40 of the Act.

1.3 Duties. The Emergency Financial Manager shall possess all the powers and duties au-
thorized under the Act, including those specifically related to school districts. In addition, the
Emergency Financial Manager shall work cooperatively with the Office of the Governor, the
State Treasurer, and the Superintendent of Public Instruction as part of an education reform lead-
ership team. The Emergency Financial Manager agrees to inform these officials of major initia-

P.O. BOX 30716 « LANSING, MICHIGAN 48909
vrenw, michigan.govitreasury « (§17) 373-3200



tives to be undertaken in furtherance of this Contract before their public amouncement. The
Emergency Financial Manager shall seek the approval of the State Treasurer before entering info
a new collective bargaining agreement.

1.4 Bankruptey Proceedings. The Emergency Financial Manager shall not institute pro-
ceedings under Section 41(3) of the Act to authorize the School District to proceed as a debtor
under the federal bankruptey code without the express prior written approval of the Governor.

1.5 Reports. The Emergency Financial Manager shall file quarterly reports with the De-
partment of Treasury beginning on October 15, 2012, for the immediately preceding quatter and
shall file the first report required by Section 41a of the Act within six months of his appoiniment
and every six months thereafter.

2. TERM OF CONTRACT

2.1 The Emergency Financial Manager shall serve at the pleasme of the Governor as pro-
vided in Section 38 of the Act.

2.2 Effective Date. This contract is effective on Thursday August 9, 2012, The term of
the contract shall be from August 9, 2012 to August 9, 2013, and may be renewed at the option
of the State upon 30 calendar days written notice and with the written consent of the Emergency
Financial Manager.

2.3 Qath of Office. The Emergency Financial Manager shall take and subscribe an oath of
office administered by an official authorized to administer oaths under the laws of Michigan and
file such oath with the Office of the Great Seal.

3, COMPENSATION FOR SERVICES PROVIDED

~ 3.1 Salary. The Emergency Financial Manager's salary for services rendered under this
Contract shall be $125,000.00 per year, paid by the School District. If this Contract is terminated
after the Emergency Manager has provided services for a portion of the month, the Emergency
Manager shall be entitled, for that portion of that month, to $10,416.66 multiplied by the propor-
tion that the number of days of the month for which services were provided bears to the number
of days of the whole month. . i '

3.2 Payment for Services. The Emergency Financial Manager will be paid in equal bi-
weekly installments consistent with the established written policies and procedures of School
Disfrict. Additional information for services performed shall be provided if requested by the
State.

3.3 Reimbursement for Actual and Necessary Expenses. The Emergency Financial Man-
ager's actual and necessary expenses will be reimbursed, including customary expenses related
to travel, meals, and lodging, incurred and connected to services for the School District. The
Emergency Financial Manager must provide original copies of all receipts for meals, lodging,
and travel reimbursement with his billings.




3.4 Source of Payment. The School District is required to pay the Emergency Financial
Manager's compensation for all services rendered and for all expenses incurred under this Con-
tract.

4, ADDITIONAL STAFF AND CONSULTANT FEES

4.1 Staff. The Emergency Financial Manager may appoint additional staff as necessary to
fulfill the obligations of his appointment and duties under this Contract. Payment of compensa-
tion for additional staff will be the obligation of the School District. While authority to hire addi-
tional staff rests with the Emergency Financial Manager, the Emergency Financial Manager
agrees to consult with the Treasurer or the Treasurer's designee at least 24 hours before extend-
ing offers of employment for positions paying $100,000.00, or more, annually.

4.2 Professional Assistance. The Emergency Financial Manager may secure professional
assistance as necessary to fulfill the obligations of his appointment and duties under this Con-
tract. Payment of compensation for additional professional assistance will be the obligation of
the School District. The Emergency Financial Manager agrees to consult with the Treasurer or
the Treasurer's designee at least 24 hours before authorizing professional services contracts of
$100,000.00 or more per engagement or project.

4.3 Security. The Emergency Financial Manager will be entitled to receive security pro-
tection in connection with his duties under this Contract. Security personnel will be retained only
upon the approval of the State Treasurer or the designee of the State Treasurer and only after
consultation with the Director of the Michigan State Police or her designee. Payment of compen-
sation for security personnel will be the obligation of the School District.

5. REPRESENTATIONS

5.1 Qualifications. The Emergency Financial Manager, by signing this Contract, repre-
sents that he meets the minimum qualifications for appointment set forth in the Act.

5.2 Conflict of Interest. The Emergency Financial Manager represents and warrants that,
to his knowledge, he has no personal or financial interest, and will not acquire any such interest,
that would conflict in any manner or degree with the performance of this Contract.

5.3 Non-competition. The Emergency Financial Manager warrants that he is not subject
to any non-disclosure, non-competition, or similar clause with current or prior clients or em-
ployers that will interfere with the performance of this Contract. The State will not be subject to
any liability for any such claim.

5.4 Facilities and Personnel. The School District will provide the Emergency Financial
Manager with proper facilities and personnel to perform the services and work required to be
performed pursuant to this Contract.

5.5 Records. The Emergency Financial Manager shall maintain complete records in ac-
cordance with generally accepted accounting practices and sound business practices. This re-



quirement applies to all information maintained or stored in the Emergency Financial Manager's
computer system and in the School District's computer system. The State and its designees shall
have the right to inspect all records related 1o this Contract,

5.6 Non-Discrimination.

a) The Emergency Financial Manager shall comply with the Persons with Disabilities
Civil Rights Act, MCL 37.1101 ef seq., and all applicable federal, State and local fair employ-
ment practices and equal opportunity laws. The Emergency Financial Manager covenants that
he will not discriminate against any employee or applicant for employment with respect to hire,
tenure, terms, conditions, or privileges of employment, or a matter directly or indirectly related
to employment, because of a disability that is unrelated to the individual's ability to perform the
duties of a particular job or position. The Emergency Financial Manager must impose this cove-
nant upon every subcontractor that enters into an agreement for the performance of any obliga-
tion imposed by this Contract. A breach of this covenant is a material breach of this Contract.
MCL 37.1209.

b) The Emergency Financial Manager shall comply with the Elliott-Larsen Civil Rights
Act, MCL 37.2101 et seq., and all applicable federal, State and local fair employment practices
and equal opportunity laws. The Emergency Financial Manager covenants that he will not dis-
criminate against an employee or applicant for employment with respect to hire, tenure, terms,
conditions, or privileges of employment, or a matter directly or indirectly related to employment,
because of race, color, religion, national origin, age, sex, height, weight, or marital status. The
Emergency Financial Manager must impose this covenant upon every subcontractor that enters
into an agreement for the performance of any obligation imposed by this Contract. A breach of
this covenant may be considered a material breach of this Coniract.

5.7 Unfair Labor Practices. The Emergency Financial Manager must not enter into a con-
tract for the performance of any obligation imposed by this Contract with a subcontractor, man-
ufacturer, or supplier whose name appears in the register prepared pursuant to MCL 423.322 of
employers found in contempt of court for failure to correct unfair labor practices. MCL 423,323,
The State may void this Contract if the Emergency Financial Manager or.any subcontractor,
manufacturer, or supplier of the Emergency Financial Manager that is a paty to a contract for
the performance of any obligation imposed by this Contract, appears in the above register.

5.8 Independent Contractor. The relationship of the Emergency Financial Manager to the
State and the School District in this Contract is that of an independent conftractor.. Except as spe-
cifically provided in the Act, no liability or benefits, such as workers conipensation rights or lia-
bilities, insurance rights or liabilities, or any other provisions or liabilities, arising out of or
related to a contract for hire or employer-employee relationship, shall arise, accrue or be implied
to either party or either party's agent, subcontractor or employee as a result of the performance of
this Contract.

6. NOTICES

6.1 The State Treasurer is the designee of the State for this Contract unless notice of an-



other designation is provided by the Governor. All notices, correspondence, requests, inquiries,
billing statements and other documents mentioned in this Contract shall be directed to the atten-
tion of the State Treasurer, Andy Dillon, and to the following: '

For the State:

Thomas F, Saxton, Deputy Treasurer
Richard H. Austin Building

430 W. Allegan Street

Lansing, Michigan 48909

Phone: (517) 373-3223

Frederick Headen

Director, Bureau of Local Government Services
Richard H. Austin Building, 430 West Allegan Street
Lansing, Michigan 48922

Phone: (517) 373-3305

For the Emergency Financial Manager:

Donald B. Weatherspoon
8942 East Saginaw
Haslett, MT 48840

7. LIMITATION UPON LIABILITY

7.1 The State. The State, the Governor, the Treasurer, and all other state officials are not
liable for any obligation of or claim against the School District resulting from actions taken in
accordance with the Act or the Contract.

7.2 The Emergency Financial Manager. The Emergency Financial Manager is engaging
in a governmental function and is immune from liability for any action taken which he reasona-
bly believes to be within the scope of his authority granted by the Contract or the Act.

8. INSURANCE

8.1 General. The Emergency Financial Manager may procure and maintain, at the ex-
pense of the School District, worker's compensation, general liability, professional liability, and
motor vehicle insurance for himself and any employee, agent, appointee, or contractor of the
Emergency Financial Manager as may be provided to elected officials, appointed officials, or
employees of the School District. The insurance procured and maintained by the Emergency Fi-
nancial Manager may extend to any claim, demand, or lawsuit asserted or costs recovered against -
the Emergency Financial Manager and any employee, agent, appointee, or contractor of the
Emergency Financial Manager as provided in the Act.

8.2 Post-Contract, If, after the date that the service of the Emergency Financial Manager



is concluded, the Emergency Financial Manager or any employee, agent, appointee, or contractor
of the Emergency Financial Manager is subject to & claim, demand, or lawsuit arising from an
action taken during the service of the Emergency Financial Manager, and not covered by a pro-
cured insurance policy, litigation expenses, including but not limited to attorney fees and pay-
ments made in settlement as specified pursuant to the Act, shall be paid by the School District. If
such expenses are not paid by the School District they shall be treated as a debt owed to the State
as set forth in the Act.

8.3 Additional Insurance. If the School District has purchased or otherwise obtained an
errors and omissions policy, then, as provided in the Act, the Emergency Financial Manager may
choose to be covered under such policy at the expense of the School District.

8.4 Payment by School District. All insurance required under this Contract shall be ac-
quired at the expense of the School District under valid and enforceable policies, issued by insur-
ers of recognized responsibility. The State reserves the right to reject as unacceptable any
insurer.

9. TERMINATION OF CONTRACT AND APPOINTMENT

9.1 Termination by the State.

a) GOVERNOR. The Emergency Financial Manager serves at the pleasure of the Gover-
nor, who has the power to rescind the appointment and terminate this Contract at any time and
without cause, by issuing a Notice of Termination to the Emergency Financial Manager.

9.2 Termination Process. Upon. receipt of a Notice of Termination, and except as other-
wise directed by the Governor or his designee, the Emergency Financial Manager shall:

a) Cease work under the Contract on the date and to the extent specified in the Notice of
Termination;

b} Incur no costs beyond the date specified by the Notice of Termination;

¢) Submit to this State on the date the termination is effective all records, reports and
documents as the state shall specify and carry out such directives as the state may issue concern-
ing the safeguarding and disposition of files and property; and -

d) Submit within thirty (30) calendar days a closing memorandum and final billing, which
shall be paid within thirty (30) days.

9.3 Termination by Emergency Financial Manager. The Emergency Financial Manager

may terminate this Contract at any time, with or without cause, with thirty (30) days written no-
tice to the Treasurer, Within 30 days of his final day of service, the Emergency Financial Man-
ager shall submit a closing memorandum and final billing, which shall be paid within thirty (30)
calendar days.



10. GENERAL PROVISIONS

10.1 Governing Law and Jurisdiction. This Contract shall be subject to and construed ac-
cording to the laws of the State of Michigan, and no action shall be commenced against the state,
its agents, or employees for any matter whatsoever arising out of this Contract, in any court other
than a Michigan state court,

10.2 No Waiver. A party's failure to insist on the strict performance of this Contract shall
not constitute waiver of any breach of the Contract.

10.3 Other Debts. The Emergency Financial Manager agrees that he is not, and will not
become, in arrears on any contract, debt, or other obligation to the State of Michigan, mcludlng
taxes.

10.4 Severability. If any provision of this Contract or its application to any persons or
circumstances shall, to any extent, be judicially determined to be invalid or unenforceable, the
remainder of this Contract shall not be affected thereby, and each provision of the Contract shall
be valid and enforceable to the fullest extent permitted by law.

10.5 Invalidity of Act. If the Act is repealed, or otherwise rendered ineffective, this Con-
tract shall continue in full force and effect under any prior or successor statute providing for
emergency manager contracts, emergency financial manager contracts, or similar forms of agree-
ment.

10.6 Headings. Contract section headings are for convenience only and shall not be used
to interpret the scope or intent of this Contract.

10.7 Entire Apgreement. This Contract represents the entire and exclusive agreement be-
tween the parties and supersedes all proposals or other prior agreements, oral or written, and all
other communications between the parties.

10.8 Amendment. No Contract amendment will be effective and binding upon the parties
unless it expressly makes reference to this Contract, is in writing, and is signed by duly author-
ized representatives of all parties and all the requisite state approvals are obtained.

10.9 Order of Priority. This Contract and the Act shall be read to be consistent with one
another. However, if there is a conflict between the terms of the Contract and the Act, the Act
shall supersede the terms of the Contract.




IN WITNESS WHEREOF, the Governor and the Emergency Financial Manager have signed and
executed this Contract.

STATE OF MICHIGAN

Dated: Q{/ ?/ (e W

Rick Snyder, Gov

Dated: % - g“’ 2019 w‘?% l\f\) pmm%’%‘x

Donald B. Weatherspoon, Emergéncy Financial
Manager




5. EFM ORDER AUTHORIZING ISSUANCE OF NOTES




SCHOOL DISTRICT OF THE CITY OF MUSKEGON HEIGHTS

Office of the Emergency Financial Manager
Donald B. Weatherspoon

Order 2012-1

BY THE POWER AND AUTHORITY VESTED IN THE EMERGENCY FINANCIAL
MANAGER FOR THE SCHOOL DISTRICT OF THE CITY OF MUSKEGON
HEIGHTS, COUNTY OF MUSKEGON, STATE OF MICHIGAN (“EMERGENCY
FINANCIAL MANAGER”) UNDER THE LOCAL GOVERNMENT AND FISCAL
RESPONSIBILITY ACT, 1990 PA 72, AS AMENDED, MCL: 141.1201 to 141.1244,

- THE EMERGENCY FINANCIAL MANAGER, DONALD B. WEATHERSFPOON,
ISSUES THE FOLLOWING:

ORDER RATIFYING ORDER 2012-11 ISSUED BY THE THEN EMERGENCY
MANAGER OF THE SCHOOL DISTRICT OF THE CITY OF MUSKEGON HEIGHTS
(“DISTRICT”), APPROVING ISSUANCE OF EMERGENCY LOAN NOTES OF THE
DISTRICT TO THE STATE OF MICHIGAN TO EVIDENCE THE OBLIGATION OF
THE DISTRICT TO REPAY EMERGENCY LOANS FROM THE STATE OF
MICHIGAN UNDER THE EMERGENCY MUNICIPAL LOAN ACT FOR THE
PURPOSE OF ENABLING THE DISTRICT TO MEET ITS FINANCIAL
OBLIGATIONS,

AND RATIFYING THE TERMS OF THE LOANS,

WHEREAS, the Emergency Municipal Loan Act, 1980 PA 243, as amended, MCL
141.931 to 141.942 (“Aet 243™), authorizes munieipalities, including school districts, to borrow
money and the State of Michigan (“State”) to make emergency loans to school districts;

WHEREAS, on August 3, 2012, while the School District was in receivership and under
the supervision of an Emergency Manager appointed by the Michigan Govemor (“Emergency
Manager?) under the Local Government and School District Fiscal Accountability Act, 2011 PA
4, as amended, MCL. 141.1501 10 141.1531 (“Act 47), the then Emergency Manager, Donald B.
Weathcrspoon, issued his Order 2012-11 (the "Authorizing Order"), which remains in full force
and effect, resolving that it was necessary and in the best interest of the School District to request
a loan from the Michigan Local Emergency Financial Assistance Loan Board (the "Board") and
authorizing the issuance of certain notes of the School District to evidence certain emergency
loans from the State under Act 243 and approving the loans and other malters related thereto;

WHEREAS, Section 2 of the Authorizing Order authorized and ordered not only the
Emergency Manager but also "any emergency manager or cmiergency financial manager that
may be appointed for the School District . . . to take action or execute documents and certificates
as necessary or desirable and in the best interest of the School District in connection with the



delivery of the notes authorized by this order and resolution and the School District’s receipt of
the proceeds of the loans authorized by this order and resolution”;

WHEREAS, as a result of the subsequent suspension of Act 4 and the revival of a
predecessor statute, the Local Government and Fiscal Responsibility Act, 1990 PA 72, as
amended, MCL 141.1201 to 141.1244 (“Aet 727), as described in the following recitals, the
notes of the School District that have been validly authorized by the Authorizing Order to
evidence such emergency loans from the State will be issued while Act 72, not Act 4, is in effect;

WHEREAS, on March 16, 201 1, the Governor signed Act 4 into law with immediate
effect, including Act 4's repeal of the predecessor statute, Act 72,

WHEREAS, pursuant to an Order of the Michigan Supreme Court entered on August 3,
2012, the Board of State Canvassers on August 8, 2012, certified a referendum petition with
respect to Act 4 for inclusion on the November 6, 2012 general election ballot;

WHEREAS, the Attorney General of the State of Michigan has issued his Opinion No.
7267 dated August 6, 2012, declaring, among other things, that;

) such action of the Board of State Canvassers would result in Act 4
ceasing to be effective and becoming suspended as a matter of law untif the
outcome of the November 6, 2012 general election;

(ii)  Act4 "is not rendered 'void' by the Board of State Canvassers'
certification of referendum. Rather, its effect is 'stayed' until the results of the
election are certified”; and

(iii)  upon Act 4 becoming suspended as a matter of law, "the prior
repealed law, [Act 72], is revived until certification of the November 6, 2012
general election results. Depending on the vote of the electorate, the temporary
revival of [Act 72] will either cease with the approval of [Act 4], or become
permanent with [Act 4's] disapproval®;

WHEREAS, after the Board of State Canvassers' certification of referendum with
respect to Act 4 on August 8, 2012, the Governor appointed Donald B, Weatherspoon as the
Emergency Financial Manager of the School District (“Emergency Financial Manager”)
pursuant to the revived Act 72, and the School District now is under the supervision of the
Emergency Financial Manager under Act 72;

WHEREAS, under Section 41(2)(p) of Act 72, the Emergency Financial Manager may
borrow money on behalf of the School District, including pursuant to Section 7(a) of Act 243;

WHEREAS, under Section 41(2)(q) of Act 72, the Emergency Financial Manager may
approve or disapprove of the issuance of obligations of the School District, including pursuant to
Sections 7(a) and 7(c) of Act 243;



WHEREAS, the Board, at a meeting held on August 16, 2012, approved a loan to the
School District in the principal amount of Seven Million Six Hundred Fifty Thousand Dollars
($7,650,000.00) together with other matters related thereto;

WHEREAS, under Scction 41(2)(t) of Act 72, the Emergency Financial Manager may
exercise the authority and responsibilities affecting the financial condition of the School District
that prescribed by law to the scheol board and superintendent of the School Disttict;

WHEREAS, pursuant to Act 451, Act 243, Act 34 and Act 72, the Emergency Financial
Manager, on behalf of the School District, may borrow money for permitted purposes and may
issue notes or other evidences of indebtedness; and

WHEREAS, the purpose of this Order is o ratily and approve the terms and conditions
of the Loan (as defined below), which were not yet known when the Authorizing Order was
issued, and, although unnecessary, to use this opportunity to ratify the Authorizing Order as
provided in Section 1 below;

NOW, THEREFORE, THE EMERGENCY FINANCIAL MANAGER ORDERS
AND RESOLVES THAT:

Secetion 1. The Authorizing Order issued by the then Emergency Manager on August 3,
2012, is ratified and confirmed, except as expressly provided otherwise below; and all actions
taken by that Emergency Manager pursuant to the Authorizing Order are ratified and confirmed.

Scetion 2. Donald B. Weatherspoon, as the Emergency Financial Manager, and any
other official or employee of the School District or other individual who may be duly authorized
by law to act on behalf of the School District for this purpose (each an “Auathorized Officer”),
jointly and severally, are authorized and ordered to: (i) execute and deliver an initial Note (as
defined below), and similarly any subsequent Note, to the appropriate agent of the State in
exchange for the advancement by the State of the full principal amount of the Note to the
Emergency Financial Manager or a depositary acceptable to the Emergency Financial Manager
and either the Michigan Local Emergency Financial Assistance Loan Board (the “Board”)
established pursuant to Act 243 or the State Treasurer or, under his authorization, a Deputy State
Treasurer, a Bureau Director within the State Treasury Department or another appropriate
official of that Department as the State Treasurer may direct in writing; (i) in connection with
the initial Note, execute and deliver a Funding Conditions Memorandum, a Cognovit instrument,
a Tax Intercept Agreement and a State Aid and Tax Pledge Agreement in substantially the forms
of such documents filed with the Emergency Financial Manager at the time of the issuance of
this Order, with changes as approved by an Authorized Officer not inconsistent with the terms of
this Order; (iii) in connection with any subsequent Note, execute and deliver a similar Cognovit
instrument; and (iv) take any other action or execute and deliver any other documents and
certificates as the Authorized Officer deems necessary or desirable and in the best intcrest of the
Schoo! District in connection with the delivery of the Notes authorized by this Order and the
School District’s receipt of the proceeds of the loans authorized by this Order.

Scetion 3. Notes of the School District designated “Emergency Loan Note (General
Obligation Limited Tax), 2012-13 Series _” {each a “Nofe™) shall be issued in one or more



seties, with sequential series references as determined by an Authorized Officer, each in an
amount determined by an Authorized Officer, not ta exceed $20,000,000.00 in the aggregaie
(each a “Loan’ and collectively, the “Loans”). Each Note shall evidence the obligation of the
School District to repay the applicable Loan to the State under Act 243. Each Note shall be
dated as of the date of delivery of the Note to the State. Each Note shall bear interest from the
date of delivery of the Note, and shall be payable as to principal and interest on the dates and in
the amounts, at the rates, and subject to prepayment before maturity, as detcrmined by an
Authorized Officer; provided, that the final maturity shall not exceed 30 years from the
applicable date of issuance, and the interest rates, or the maximum interest rate it issued on a
variable rate basis, shall not exceed 10 percent per annum. Principal and interest on each Note
shall be payablc to the State Treasurer on behalf of the State.

Section 4. Each Note shall be in substantially the form attached to this Order as
Exhibit A with changes as approved by an Authorized Officer not inconsistent with the tenms of
this Order.

Section 5. The School District acknowledges the conditions of the Loan and agrees
to comply with the requirements of the Board’s Order of Approval of Loan (“Board Order”). A
copy of the Board Order is attached to this Order as Exhibit B.

Section 6. The terms of the initial Loan as set forth in Exhibit B and in Exhibit A
are approved and ratitied.

Section 7. This Order is effective immediately.

Section 8. All orders and resolutions, and parts of orders or resolutions, of the
Emergency Financial Manager or the predecessor Emergency Manager of the School District
conflicting with this Order are rescinded. This Order may be amended, modified, repealed, or
terminated by any subsequent order issued by the Emergency Financial Manager.

BMA@W@&
Donald B. Weatherspoon,

Emergency Financial Manager

Dated: August 16, 2012



EXHIBIT A
TO EMERGENCY FINANCIAL MANAGER ORDER 2012-1

NOTE FORM



AG Draft 08/15/2012
NOTE FORM

UNITED STATES OF AMERICA
STATE OF MICHBIGAN
COUNTY OF

SCHOOL DISTRICT OF THE CITY OF
EMERGENCY LOAN NOTE

(General Obligation Limited Tax)
2012-13 Sexies [

Registered Owner: State of Michigan
Principal Amount: 3
Date of Original Iesue: Aungust 16,2012
The SCHOOIL DISTRICT OF THE CITY OF , County of , State of

Michigan {the “Issuer), acknowledges itself to owe and for value received hereby promises to
pay to the Statc of Michigan the Principal Amount spezified above, in lawful money of the
United Statss of America, in 30 consecutive annual installments as set forth on the aitached
Exhibit A, incorporated herein by reference, unless modified by written agreement of the State
'Freasurer)é.peﬁ on November 1 in each of the years 2013 to 2042, inclusive, uniess prepaid in
whole or in part prior thereto as herejpafter provided, with interest on the unpaid principal
balance hereof from (he Date of Original Issue specified above or such later date to which
interest has been paid, until paid, at the rates per annum determined as set forth herein, payable

hed N5

first on May 1, 2013 and semi-anuually on each May ! and November 1 thereafter. Both the

1,

principal of and imerest on this note are payable at the Office of the State . reasurer in Lansing,
Michigan, or such other place as may be designated in writing to the Issuer by the State

reasurer,

From the Date of Original Issue specified above , this note shall bear interest at the rate
of [2.45%][2.35%Iper annum.  Interest on this note shail be somputed on the hasis of a 365 day
year and the actual number of days elapsed.

By accepting this note on behalf of the State of Michigan, the Stale ireasurer agrees {1 to
dstermine the interest rate on each Interest Determination Date in accordance with the preceding
paragraph and (ii) within two business days thereafier to give to the Issuer written notice of such
interést rate and the period for which it applies.

This note is issued on the Date of Original Issue specified above in the name of the Issuer
by ths duly appointed and qualified Emergency Financial Manager of the Issuer under Act No.
72 of the Public Acts of 1990, as amended {"def 72"), pursnant 1o an order issued by such
Fmergency Financial Manager under Act 72 on August 16, 2012 confirming and approving the
serms and conditions of this loan, and an ozder issued by the predecessor Zmergency Manager of



the Issuer undsr Act No. 4, Public Acts of 2011, on Auvgust 3, 2012, and under and in fuil
compliance with the Constitution and statutes of the State of Michigan, including specifically
Act No., 243, Public Acts of 1980, as amended (“Acf 243”), to evidence the obligation of the
lssuer to repay an emergency loan made to it by the State of Michigan for the purpose of
enabling the Issuer to meet its financial obligatiors.

The Issuer shall have the right to pay at any time or times prior to maturity, without
penalty or premium, all or any portion of this note. Prepayments shall be credited to principal

payments in direct order of maturity.

Tn addition, on each November 1, commencing November 1, 2013, the Issuer shail have

the obligation to prepay, without penalty or premium, an aggregafe principal amount equal to'the

et amount on deposit in the Account (as defined in the Tax Intercept Agreement described

below) as of the preceding business day, less an amount equal to the operating expenses retajned

by the School District as approved from time to time by the State Treasurer. Prepayments shall
be credited to principal payments in inverse order of matusity.

"This note and the interest hereon are payable, as a first budget obligation, from any funds
of the Issuer available therefor, including but not limited to any delinguent taxes payable to the
Issuer from the County of . State of Michigan’s delinquent tax revolving fund, or from
general ad valorem taxes imposed on all taxable property in the Issuer, and the Issuer is required,
if necessary, to levy ad valorem faxes on all taxable property in the Issuer for the payment
thereof, subject to applicable constitutional, charter and statutory ax rate limitations.

The maturity of principal of and accrued and unpaid interest on this nole may be
accelerated by the State Treasurer on behalf of the State of Michigan npon the occurrence and
during the continuance of any Event of Defauit under this nole. Each of the following shall
constitate an "Event of Default” under this note: {A) non-payment of any principal of or interest
on this note, when due; and (B3) failure of the Issuer to comply with the terms of paragraph 2 of
the Funding Conditions Memorandum dated the date hereof between the Issuer and the State of

Michigan.

The Issuer shall pledge to the State Treasurer iac procoeds of 100% of the operating taxes

Javied, for the Issuer and the delinquencies thereon for application to pay the principa, of and
interest on this note, when due. The lssuer shall enter into a Tax intercept Agreement with The
Qank of New York Mzllon Trest Company, N.A., located in Deiroit, Michigan, as depositary
(the “Depositery™), the City of and the County Treasurer of the County of to
provide for the payment to the Depositary by such City and County Tréasurer of such operating
taxes and the delinquencies thereon collected by them on behalf of the Issuer after the date of
such agreement. As additiona. security for payment of this note and in the cvent of the
delinquency of the Issuer in paying required principal of or interest on this note, the State
Treasurer is authorized to intercept up to dut not more than all delinquent amounts of principal
and interest due on this note rom state school aid payments to the Issuer otherwise required 10
be made to the Issuer pursuant to the provisions of the State School Ald Act, Act No. 94, Public
cts of 1979, as amended, and said intercepted state school aid payments shal! be applied by the

State Trzasurer against said delinguent payreents.

™



The Issuer shall enter imto a Depositary Agreement related to the Tax Intercept
Agreement with the Depositary lo provide for the manner in which the revenue from taxss
collected will be deposited for use to repay the principal and interest due on this note.

While this note is outstanding, the Issuer has the right to issue additional notes only to ths
State of Michigan in order to obtain additional emergency loans for the purpose of enabling the
Issuer to meet its financial obligations.

The Issuer covenants that it shall perform and meet all requircments inmposed upon the
Tssuer as 4 result of receiving this loan pursuant to Act 243 until this note is paid in full.

The Issuer waives presentment, dersand, notice of diskonor, protest and notice of non-
payment with respect to this note.

The Principal Amount of this Note has been disbursed for the benefit of the Issuer by
deposit into an account established in its name (the “Disbursement Account”) at The Bank of
New York Mellon Trust Company, N.A., (the “Dishursement Depositary”) established pursuant
to a Disbursement Depositary Agreement between the Issuer and the Disbursement Depositary
dated the date hercof (the “Disbursentent Depositary Agreement”). Moneys in the
Disburserent Account shall be the property of the Issuer. Unless the Disbursement Depositary
has been advised that an Event of Default has occurred and is continuing, the Disbursement
Depositary shall disburse to the Issuer out of the Disbursement Account the amount requisitioned
from time to time by the Issuer and approved by the State Treasurer, until the full Principal
Amount shall have been disbursed to the Issuer. Such disbursements shall be made from time 1o
time upon presentation of, and pursuant ‘o, a requisition certificate executed by the Issuer in the
form shown on Exhibit B attached hereto or in a form approved by the State Treasurer.
Disbursements from the Disbursement Account shall be made upon the Disbursement
Depositary’s receipt of an executed requisition certificate in the described form, which
requisition certificate may be submitted elecironically or by facsimile. The Disbursement
Depositary shall be eniitled to rely on the on the truthfulness of each executed requisition
certificate in the prescribed form and shail have no dufy to inquire into or investigate the truzth

thereol,

1t is hereby certified and recited *hat 2ll acts, concitions and things required by law to be
done, pracedent to and in the issuance of this note, exist and have been done and perforined in
regular and dve form and time as rscuired by law, and that the tofal indebiedness of the Issuez,
including this note, does not exceed any constitutiona., charter or statutory debt fimitation.

[Signature Page To Foilow]

(8%



IN WITNESS WHEREOF, the Issuer has caused this note to be signed in the name of the
lssuer by the manual signature of its Emergency Financial Manager, as of the Date of Original

Issue,
SCHOOL DISTRICT QF TEE CITY OF

County of
State of Michigan

By .

T's Emergency Financial Manager



EXHIBIT B
TO EMERGENCY FINANCIAL MANAGER ORDER 2012-1

COPY OF BOARD’S ORDER OF APPROVAL OF LOAN
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GOVERNOR LANSING STATE TREASURER

LOCAL EMERGENCY FINANCIAL ASSISTANCE LOAN BOARD

ORDER 2012-8

ORDER OF APPROVAL OF L.OAN

THE LOCAL EMERGENCY FINANCIAL ASSISTANCE LOAN BOARD,
ACTING UPON THE APPLICATION OF

SCHOOL DISTRICT OF THE CITY OF MUSKEGON HEIGHTS
COUNTY OF MUSKEGON
STATE OF MICHIGAN

For the permission to borrow the principal amount of $7,650,000.00 for the purpose of enabling
the School District to meet its financial obligations as more fully set forth herein, the Board de-
termines that:
1. A local fiscal emergency exists within the School District.
2. The Schoo} District he}s.complie_d with the provisions of Public Act 243 of 1980, the Bmer-
gency Municipal Loan Act, as amended, as follows:
(a) The School District has provided by order for, and has applied to, the Board for a loan
pursuant to the Act,
(b) A deficit in the géneral fund of the School District is projected for the current fiscal year
ending June 30, 2013,
{c) The School District has issued State aid anticipation notes pursuant to Public Act 451 of

‘% 1976, the Revised School Code.

420 WEST ALLEGAN STREET » LANSING, MICHIGAN 48922
waew. michigan govitreasury » (§17) 373-3220
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(d) The School District meets the condition set forth in Section 4(1)}(c)(v) of Public Act 243
of 1980, the Emergency Municipal Loan Act, as amended, in that the pupil membership
of the School District under Section 6 of Public Act 94 of 1979, the School Aid Act of
1979, at the time the loan application was made had declined over a preceding three-
State-fiscal-year period by a total of 15 percent or more, as determined by the Depart-
ment of Treasury.

(e) The School District meets the condition set forth in Section 4(1){c)(vii) of Public Act 243
of 1980, the Emergency Municipal Loan Act, as amended, in that the School District is a
unit of local government for which a financial emergency has been confirmed to exist and
responsibilities for the School District are vested in an Emergency Financial Manager ap-
pointed pursuant to Public Act 72 of 1990, the Local Government Fiscal Responsibility Act.

6)) T};e School District submitted its financial and operating plan on August 6, 2012, and the
plan was approved by the Michigan Department of Education on August 7, 2012, and by
the State Treasurer on August 7, 26 12. | h

3. The School District shall submit in a timely manner to the Department of Treasury and the

Michigan Department of Education the documentation required by Section 7 of Public Act 243

of 1980, the Emergency Municipal Loan Act, as amended.

NOW, THEREFORE, be it ordered by the Board that the application of the School District for an
emergency Joan in the amount of seven million, six hundred fifty thousand dollars ($7,650,000.00)
for the fiscal year of the School District ending June 30, 2013 is hereby approved, subject to the
conditions set forth in this Order of Approval.

Terms of Emergency Loan

1. The emergency loan shall be evidenced by a note to be designated as the “Fmergency Loan



@ Note (General Obligation Limited Tax) 2012-13 Series [.” The note shall be for a term not to
exceed 30 years, The principal amount outstanding shall bear interest initially at the rate of 2.45
percent (2.45%) per annum, but the initial rate of interest may be adjusted thereafter at such
times and by such amount as the Board may determine. Until the emergency loan is repaid, a
payment of interest only then owing shall be remitted each May 1, beginning in 2013, and a
payment of principal and interest then owing shall be remitted each November 1, beginning
in2013.

Use of Proceeds of Emergency Loan
1. The School District shall use the proceeds of the emergency loan solely to pay the following

expenses in the following amounts:

Table |

Pltis Amount
® At
Repayment of August 2011 State Aid Note $6,394,429.38

Current Operating Expenses 392,570.62

August 17, 2012 Payroll 283,452.00

MESSA (Healthcare) 250,000.00

Retirement Payouts 243,000.00

Summer School Payroll 81,548.00

Legal Expenses 5,000.00

77T 7T Grand Total o $7,650,000.00

2. Withiﬁ not more than 90 days after the emergency loan is disbursed to the School District, the
Emergency Financial Manager for the School District shall file with the Board an accounting of
the use of the emergency loan proceeds.

Conditions Upon School District

{. As a condition of receiving the emergency loan authorized by this Order of Approval, the Emer-

‘% gency Financial Manager agrees to perform all of the following:



(a) Execute property tax and delinquent property tax intercept agreements as required by the

State Treasurer.

(b) Execute a cognovit related to the emergency loan authorizing the Attorney General to cor-

fessa judgfnent against the School District in the event of a default upon the emergency loan.

2, As a condition of receiving the emergency loan authorized by this Order of Approvai, the School
District agrees to perform all of the following during the period that any portion of the emer-
. geney loan remains outstanding:

(a) Not later than six months after the date upon which the emergency loan is disbursed 10
the School District, and every six months after that date for the period that the emergen-
cy loan is outstanding, submit to the State Treasurer and Superintendent of Public In-
struction an evaluation of the performance of the School District against the long-range

plan which was submitted pursuant to this Order of Approval.

(b} Submit to the State Treasurer and Superintendent of Public Instruction on a quarterly ba-
sis beginning October 15, 2012, for the immediately preceding quarter all of the following:
(1) A statement of actual revenues received by the School District in the last quarter of

the current fiscal year of the School District and in the current fiscal year of the

) " School District to date.

(2) A statement of total revenues estimated to be received by the School District in the
current fiscal year of the School District.

(3) A statement of expenditures made and encumbrances entered into by the School Dis-

trict in the last quarter of the current fiscal year of the School District and in the cur-

rent fiscal year of the School District to date.



(4) A statement of revenues which were estimated to be received by the School District

and expenditures which were estimated to be made by the School District during the
current fiscal year of the School District and through the end of the last quarter of the
current fiscal year of the School District.

(5) A balance sheet indicating whether total estimated expenditures for the current fiscal
year of the School District and for the last quarter exceed the total estimated revenues
for the current fiscal year of the School District and for the last quarter, respectively.

(¢) Submit annually by July 1 to the State Treasurer and Superintendent of Public Instruction
the gencral appropriations act of the School District and submit forthwith any amend-
ments to the general appropriations act of the School District adopted pursuant to Public
Act 2 of 1968, as amended, the Uniform Budgeting and Accounting Act, An annual op-

@ erating budget of the School District shall not become effective until approved by the
State Treasurer, in consultation with the Superintendent of Public Instruction.

(d) Certify annually by July 1 that the School District has fully complied with all statutory re-

quirements concerning the use of the uniform chart of accounts and audits as promulgat-

ed by the Michigan Department of Education.

"7 7 T (e) Tothe extent applicabic, comply with the requirements of both of the following;
(i) Section 3 or 4 of Publi¢c Act 152 of 2011, the Publicly Funded Health Insurance Con-
tributions Act.
(ii) Section 5 of Public Act 152 of 2011, the Publicly Funded Health Insurance Contribu-
tions Act.
3. Compliance with the conditions imposed upon the School District by this Order of Approval

@ shall be the responsibility of the Emergency Financial Manager appointed pursuant to Public



G% Act 72 of 1990, the Local Government Fiscal Responsibility Act, or an individual appointed
under a successor statute. As used in this Order of Approval, successor statute includes the
former Public Act 4 of 2011, the Local Government and Schoo! District Fiscal Accountabil-
ity Act, if that Act is approved by electors at the November 2012 general election.

Conditions not Discharged by Contingencies
The conditions imposed upon the School District by this Order of Approval are not subject to
release or discharge due to any contingencies, including, but not limited to, ¢lerical errors,
computer failures, late mailings, or the failure to comply with reporting due dates or other
scheduled due dates due to adverse weather, acts of God, acts of third parties, or compliance
with court orders.

Due Dates

A provision of this Order of Approval which requires the School District t¢ submit to the

Board, the State Treasurer, or the Superintendent of Public Instruction a report, listing, or
other document by a specific due date shall not be deemed complied with unless the report,
listing, or other document is received by the Board, the Michigan Department of Treasury, or

. the Michigan Department of Education by the due date specified. If the due date for a report,

"Tisting, or other document falls on a weekend or legal haliday, then the report, listing, or oth-
er document shall be due on the first day thereafter which is not a weekend or legal holiday.
‘Waiver of Provisions
To the extent permitted by Public Act 243 of 1980, the Emergency Municipal Loan Act, as
amended, the Board may waive or modify a provision of this Order of Approval if, in its sole

discretion, the Board concludes that the School District has demonstrated good cause shown



for the waiver. However, the lack of a specific action by the Board shall not be construed as

a waiver or modification of a provision of this Order of Approval.

Delegation of Ongoing Supervision
The Board delegates to the State Treasurer responsibility for the day to day supervision of the
compliance by the School District with this Order of Approval.

Delegation of Supervision of Dishursement of Loan Proceeds
The Board delegates to the State Treasurer the authority to require that the proceeds from the
emergency loan authorized by this Order of Approval be drawn upon by School District offi-
cials in one or more installments upon such dates and subject to the satisfaction of such con-

ditions as the State Treasurer may establish.




@ IN WITNESS WHEREOF, the members of the Board, or their designees, have signed and exe-

cuted this Order of Approval.

LOCAL EMERGENCY FINANCIAL ASSISTANCE
LOAN BOARD

By
‘Thomas F. Saxton, Deputy State Treasurer
As Designee for Andy Dillon, State Treasurer

By
John E. Nixon, Director .
Department of Technology, Management and Budget

By,
Steven H. Hilfinger, Director
Department of Licensing and Regulatory Affairs

Date:

Lansing, Michigan




@ IN WITNESS WHEREOF, the members of the Board, or their designees, have signed and exe-

cuted this Order of Approval.

N )
i

Date:

Lansing, Michigan

LOCAL EMERGENCY FINANCIAL ASSISTANCE
LOAN BOARD

By
Thomas F, Saxton, Deputy State Treasurer
As Designee for Andy Dillon, State Treasurer

By

John E. Nixon, Director
Department of Technology, Management and Budget

By
Shelly Edgerton, Deputy Director

As Designee for Steven H. Hilfinger, Director
Department of Licensing and Regulatory Affairs



/ Boend Debt Service
ta Muskeeon Heights Public Schools
EL #

Fmergency Loan #1 - $7,650,000 .
Annual Debt

Period Buding Poncipal Coupon Interest  Debt Servica Service
3172013 132,25938 132,759.38
6102013 132.759.38
14142013 125,000 2.430% 93,112.50 218,712.50
NR014 92,181.23 92,181.25
6/30/2014 310,893.75
§1/12014 (25,000 2.430% 92,13125 2718125
SAN2015 90,630.00 90,650.00
6/342015 307,831 25
11172015 135,000 2,450% $0,650.00 225,650,00
32018 38,996 25 83,996.25
6072016 314,646,253
L1/1/2016 135,000 2.450% 88,996.25 22199625
501 §7,342.50 87,342,50
63012017 ' 311,338.75
L2017 140,000 2.450% §7,342,50 221,342,350
$/12018 85,627.50 85,627.50
61012018 312,970.00
117172018 140,000 2.450% 33,627.50 223,627.50
5n7201% 33,912.50 83912.50
61012019 30%,540.00
14/1/2019 143,000 2.430% §3,912.50 228,912,350
51172020 §2,136.25 §2,136.25
o 6/30/2020 311,048.75
*@ 114142020 145,000 2430% 82,136.25 227,136.25
12021 80,360.00 80,360.00
673012021 - 307,496.235
111172021 130,000 2.450% 80,360.00 230,360.00
sna02 13,522.30 78,522.50
6/30/2022 308,382.50
114172022 155,000 2450% 78,522.50 233,522,50
51172023 76,623.75 76,623.75
643072023 310,14625
117172023 260,000 2.450%% 76,623,735 336,623.75
5172024 73,438.75 73,438.75
- ——— T P— B rn 4 e -_ - - ———— — GB.DQOZ-L . b m— — P et e———a U e . —— et e ll.ta;os?sc—.— — 4 —— A —— T
V14172024 265,000 2.450% 73,438.75 338,438.73
5172025 70,192.50 70,192.50
6/30/2025 408,631.25
11172025 275,000 2.450% 70,192,350 345,192.50
51112026 66,823,715 66,823,735
673012026 412,016.25
117172026 280,000 2450% 66,823.75 346,823.75
51172027 63,393.75 63,393.75
6/30/2027 410,217,530
114142027 290,000 2450% 63,393.75 353,393.75
5/1/2028 59,841.25 59,841.25
6/30/2028 413,235.00
11/1/2028 295,000 2.450% 59,841.25 354,84125
5/1/2029 56.227.50 56,227,350
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Bond Debt Service
Muskegon Hefghts Public Schools
EL #1
Emergenicy Loan #1 — $7,650,000

- Annua) Debt
Peried Ending Principal Colipan Interest  Debt Service Service
613012009 411,068.75
[H/172029 305,000 2.450% 56,227.50 361,227.50
5/1/2030 52,491.25 52,491,258
6/36/2030 413,718.75
117172030 310,000 2.450% 5249125 352,491.2%
5712031 48,693.75 48,691.75
611042031 $11,185.00
11232031 320,060 2.450% 48,693.75 368,691.75
51472002 44,773.75 44,771.75
6730420632 413,467,350
11/172032 325,000 2450% 4477375 36977375
5172033 40,792.50 40,792.50
613002033 410,566.25
11/1/2033 335,000 2450%  40,792.50  375,792.50
NP0 36,688.75 15,682.75
§10/2014 412,481.25
111172034 345,000 2.450% 36,628,153 381,688,75
51172035 32,462.50 32,462.50
6/30/2035 414,151.25
117172035 355,000 2.450% 32,462.50 387,462.50
51112036 28,113.75 28,113.75
673012036 415,576,25
(}:’% 11112035 360,000 2.450% 28,113.75 388,113.75
k SN2637 2370375 23,701.75
61302037 411,817.50
111142037 370,600 2450% 2370375 393,703.75
5112038 19,171.25 19,171.25
6/30/2038 412,875.00
11/1/2038 375,600 2.450% 19,17125 3947125
200 14,577.50 14,577.50
6730/203% 408,248.75
11172039 385,000 2.450% 14,577.50  399,577.50
5/172040 9,861,235 9,861,25
L 6BOROAL. L e e e e dOSAART
11172040 400,000 2A450% 9,861.2% 409,861.25
512041 4,961.25 4,961.25
6/30£2041 414,322,50
11112041 405,000 2.450% 496125  a09,961.25
613072042 ) 409,961.25
7,650,000 3,411,394.38 11,061,394.38 11,061,594.38

®



SCHOOL DISTRICT OF THE CITY OF MUSKEGON HEIGHTS

Office of the Emergency Financial Manager
Donald B. Weatherspoon

Ovrder 2013-1

BY THE POWER AND AUTHORITY VESTED IN THE EMERGENCY FINANCIAL
MANAGER FOR THE SCHOOL DISTRICT OF THE CITY OF MUSKEGON
HEIGHTS, COUNTY OF MUSKEGON , STATE OF MICHIGAN (“EMERGENCY
FINANCIAL MANAGER”) UNDER THE ILOCAL GOVERNMENT AND FISCAL
RESPONSIBILITY ACT, 1990 PA 72, AS AMENDED, MCL 141.1201 to 141.1244,

THE EMERGENCY FINANCIAL MANAGER, DONALD B. WEATHERSPOON,
ISSUES THE FOLLOWING:

SUPPLEMENTAL ORDER APPROVING TERMS OF SECOND EMERGENCY LOAN
TO THE SCHOOL DISTRICT OF THE CITY OF MUSKEGON HEIGHTS
(“SCHOOL DISTRICT*) BY THE STATE OF MICHIGAN

WHEREAS, the Emergency Municipal Loan Act, 1980 PA 243, as amended, MCL
141.931 to 141.942 (“Act 243™), authorizes municipalities, including school districts, to borrow
money and the State of Michigan (“State”) to make emergency loans to school districts;

WHEREAS, on August 16, 2012, the Emergency Financial Manager for the School
District issued his Order 2012-1 (the "Authorizing Order"), which remains in full force and
effect, authorizing the issuance of certain notes of the School District to evidence certain
emergency loans from the State under Act 243 and approving the loans and other matters related
thereto;

WHEREAS, the Michigan Local Emergency Financial Assistance Loan Board (the
"Board"), at a meeting held on January 18, 2013, approved a second emergency loan to the
School District in the principal amount of Three Million Five Hundred Thousand Dollats
($3,500,000.00) together with other matters refated thereto; and

WHEREAS, the purpose of this Order is to supplement the Authorizing Otder by
approving the terms and conditions of the second Loan (as defined in the Authorizing Order),
which were not yet known when the Authorizing Order was issued;

NOW, THEREFORE, THE EMERGENCY FINANCIAL MANAGER ORDERS
AND RESOLVES THAT THE AUTHORIZING ORDER IS SUPPLEMENTED AS
FOLLOWS:

School District of the City of Muskegon Heights



Section 1.  The School District acknowledges the conditions of the second Loan and
agrees to comply with the requirements of the Board’s Order of Approval of Loan pertaining to
the second Loan (“Board Order”). A copy of the Board Order is attached to this Order as
Exhibit B.

Section 2. The terms of the second Loan as set forth in attached Exhibit B and in
Exhibit A to the Authorizing Order are approved and ratified.

Section 3.  This Order is effective immediately.

Section 4. All orders and resolutions and parts of orders or resolutions, other than the
Authorizing Resolution, of the Emergency Financial Manager or the predecessor Emergency
Manager of the School District conflicting with this Order are rescinded. This Order may be
amended, modified, repealed, or terminated by any subsequent order issued by the Emergency
Financial Manager.

Dated: January 18, 2013

PRI B Weilhanogeoes

Donald B. Weatherspoon,
Emergency Financial Manager

School District of the City of Muskegon Heights
2



EXHIBIT B
TO EMERGENCY FINANCIAL MANAGER ORDER 2013-1

COPY OF BOARD’S ORDER OF APPROVAL OF THE SECOND LOAN

[ TO BE INSERTED WHEN AVAILABLE ]

54772:00001:1531134-1

School District of the City of Muskegon Heights
3



RICK SNYDER DEPARTMENT OF TREASURY ANDY DILLON
GOVERNOR . LANSING : STATE TREASURER

LOCAL EMERGENCY FINAN CIAL ASSISTANCE LOAN BOARD
ORDER 2013-4
ORDER OF APPROVAL OF LOAN

THE LOCAL EMERGENCY FINANCIAL ASSISTANCE LOAN BOARD,
ACTING UPON THE APPLICATION OF

SCHOOL DISTRICT OF THE CITY OF MUSKEGON HEIGHTS
COUNTY OF MUSKEGON
STATE OF MICHIGAN

For the permission to borrow the principal amount of $3,500,000.00 for the purpose of enabling
the School District to meet its financial obligations as more fully set forth herein, the Board

determines that: |

1. A local fiscal emergency exists within the School District.
2. The School District has complied with the provisions of Public Act 243 of 1980, the
Emergency Municipal Loan Adt, as amended, as follows: ’
(a) The School District has provided by order for, and has applied to, the Board for a loan
pursuant to the Act.
(b) A deficit in the general fund of the School District is projected for the current fiscal year
ending June 30, 2013. ‘
(¢) The School District has issued State aid anticipation notes pursuant to Public Act 451 of
1976, the Revised School Code.

430 WEST ALLEGAN STREET » LANSING, MICHIGAN 48922
www michigan.goviiransury » (617} 373-3200



(d) The School District meets the condition set forth in Section 4(1)(c)(v) of Public Act 243
of 1980, the Emergency Municipal Loan Act, as amended, in that the pupil membership
of the School District under Section 6 of Public Act 94 of 1979, the School Aid Act of
1979, at the time the loan application was made had declined over a preceding three-
Statc-fiscal-year period by a total of 15 percent or more, as determined by the
Department of Treasury _ '

(e) The School District meets the condition set forth in Section 4(1)(c)(vii) of Public Act 243
of 1980, the Emergency Municipal Loan Act, as amended, in that the Schoeol District is a
unit of local government for which a financial emérgency has been conﬁn'ned to exist and
responsibilitics for the School District are vested in an Emergency Financial Manager
appointed pursuant to Publio Act 72 of 1990, the Local Government Fiscal Responsibility
Act.

(© The School District submitted its deficit elimination plan on August 6, 2012, and the pla'n
was approved by the Michigan Department of Education on August 7, 2012. The
Michigan Department of Education subsequently confirmed on January 14, 2013 that the
School District has complied withl‘ the conditions set forth in its approved deficit
elimination plan. _

3. The School District shall submit in a timely manner to the Department of Treasury and the

- Michigan Department of Education the documentation required by Section 7 of Public Act
243 of 1980, the Emergency Municipal Loan Act, as amended.

NOW, THEREFORE, be it ordered by the Board that the application of the School District for an

emergenoy loan in the amount of three million, five hundred thousand dollars ($3,500,000) for

the fiscal year of the School District ending June 30, 2013 is hereby approved, subject to the
conditions set forth in this Order of Approval. | |

Terms of Emergency Loan

1. The emergency loan shall be évidenced by a note to be designated as the “Emergency Loan
Note (General Obligation Limited Tax) 2012-13 Series IL” ‘The note shall be for a term not
to exceed 30 years. The prhofpal amount outstanding shall bear interest initially at the rate
of 2.35% percent (2.35%) per annum, but the initial rate of interest may be adjusted
thereafter at such times and by such amount as the Board may determine. Until the

emergency loan is repaid, a payment of interest only then owing shall be remifted each May



1, beginning in 2013, and a payment of principal and .intcrest then owing shall be remitted

each November 1, beginning in 2013.

Use of Proceeds of Emergency Loan |

1. The School District shall use the proceeds of the emergency loan solely to pay critical
vendors as approved by the State Treasurer.

2. Within not more than 90 days after the emergency loan is dlsbursed to the School District,
the Emergenoy Financial Manager for the Sohool District shall file with the Board an
accounting of the use of the emergency loan proceeds. -

Conditions Upon School District

1. As a condition of receiving the emergency loan authorized by this Order of Approval, the
Emergency Financial Manager agrees to perform all of the following:

(a) Execute property tax and delinquent property tax intercept agreements as required by the
State Treasurer.

(b) Execute a cognovit related to the emergency loan authorizing the Attorney General to
confess a judgment against the School District in the cvent of a default upon the
emergency loan. |

5 As a condition of receiving the emergenoy loan authorized by this Order of Approval, the
School District agrees to perform all of the following during the period that any portion of
the emergency loan remains outstanding:

(a) Not later than six months after the date upon which the emergency loan is disbursed to
the School District, and every six months after that date for the period that the emergency
loan is outstanding, submit to fhe State Treasurer and Superintendent of Publio
Instruction an evaluation of the perfonﬁance of the School District against the long-range
plan whié:h was submitted pursuant to this Order of Approval.

(b) Submit to the State Treasurer and Superintendent of Public Instruction on a quarterly
basis beginning April 15, 2013, for the immediately preceding quarter all of the
following:

(1) A statement of actual revenues received by the School District in the last quarter of
the ourrent fiscal year of the School Distriot and in the current fiscal year of the

School District to date..



(2) A statement of total revenues estimated to be received by the School District in the
current fiscal year of the School District. '

(3) A statement of expenditures made and encumbrances entered into by the School
District in the last quaiter of the current fiscal year of the School District and in the
current fiscal year of the School District to date. |

(4) A statement of revenues which were estimated to be received by the School District
and expenditures which were estimated to be made by the Sohool District during the
current fiscal year of the School District and through the end of the last quarter of the
current fiscal year of the School District.

(5) A balance sheet indicating whether total estimated expenditures for the current fisoal
year of the School District and for the last quarter exoced the total estimated revenues
for the current fiscal year of the School District and for the last quarter, respectively.

(c) Submit annually by July 1 to the State Treasurer and Superintendent of Public Insﬁ*uotion
the general appropriations act of the School District and submit forthwith any
amendments to the general appropriations ‘act of the School District adopted pursuant to
Public Act 2 of 1968, as amended, the Uniform Budgeting and Accounting Act. An |
annual operating budget of the School District shall not become effective until approved
by the State Treasurer, in consultation with the Superintendent of Public Instruction.

(d) Certify annually by July 1 that the School District has fully complied with all statutory
requirements conceming the use of the uniform chart of accounts and audits as
promulgated by the Michigan Department of Education.

(e) To the extent applicable, comply with the requirements of both of the following:

(1) Section 3 or 4 of Public Act 152 of 2011, the Publicly Funded Health Insurance
Contributions Act. o

(2) Section 5 of Public Act 152 of 2011, the Publicly Funded Health Insurance
Contributions Act. |

. Compliance with the conditions imposed upon the School District by this Order of Approval

shall be the responsibility of the Emergency Financial Manager appointed pursuant to Public

Act 72 of 1990, the Local Government Fiscal Responsibility Act, and shall continue under

Public Act 436 of 2012, the Local Financial Stability and Choice Act, or any future successor

act unless modified by the Board.



Conditions not Discharged by Contingencies
The conditions imposed upon the School District by this Order of Approval are not subject to
release or discharge due to any 6ontingenoies, including, but not limited to, clerical errors,
computer failures, late mailings, or the failure to comply with reporting due dates or other -
scheduled due dates due to adverse weather, acts of God, acts of third parties, or compliance
with court orders.

Due Dates
A provision of this Order of Approval which requires the School District to submit to the

Board, the State Treasurer, or the Superintendent of Publio Instruction a report, listing, or
other document by a specific due date shall not be deemed complied with uniess the report,
listing, or other document is received by the Board, the Michigan Department of Treasury, or
the Michigan Department of Education by the due date specified. If the duc date for a report,
Tisting, or other documents falls on a weckend or legal holiday, then the report, listing, or
other document shall be due on the first day thereafter which is not a weekend or legal
holiday.

Waiver of Provisions
To the extent permitted by Public Act 243 of 1980, the Emergency Municipal Loan Act, as
amended, the Board may waive or modify a provision of this Order of Approval if, in its sole
discretion, the Board 6oﬁ'c'1udes that the School District has demonstrated good cause shown
for the waiver. However, the lack of a speoific action by the Board shall not be construed as
a waiver or modification of a provis;ion of this Order of Approval.

Delegation of Ongoing Supervision
The Board delegates to the State Treasurer responsibility for the day to day supervision of the
compliance by the School District with this Order of Approval.

Delegation of Supervision of Disbursement of Loan Proceeds -
The Board delegates to the State Treasurer the authority to require that the proceeds from the
emergency loan authorized by‘ tlus Order of Approval be drawn upon by School District
officials in one or more installments upon such dates and subject to the satisfaction of such

conditions as the State Treasurer may establish.



IN WITNESS WHERECF, the members of the Board, or their designees, have signed and
excouted this Order of Approval.

LOCAL EMERGENCY FINANCIAL ASSISTANCE
LOANBOARD

Hlows 7 572

Thomas F. Saxton, Deputy State Treasurer
As Designee for Andy Dillon, State Treasurer

MJQW\W%

Michael J. Moody, Chief Fmanmal Officer .
As Designee for John E. Nixon, Director
Department of Technology, Management and Budget

S O

Steve Arwood, Acting Director

Department of Licensing and Regulatory Affairs

Date: l“\ﬁ‘ l?)

Lansing, Michigan




Bond Debt Service

Muskegon Heights Public Schools, Michigan
Emergency Loan #2
$3,500,000 Par Amount | Dated: January 18, 2013

Annual Debt
Perlod Ending Principal Coupon Interest Debt Senvice Service

5/1/2013 23,532.64 23,532.64

6/30/2013 23,532.64
11/1/2013 65,000 2.350% 41,125.00 106,125.00

5/1/2014 40,361,25 40,361.25

6/30/2014 146,486,25
11/1/2014 65,000 2.350% 40,361.25 105,361.25

5/1/2015 39,597.50 39,597.50

6/30/2015 _ 144,958,753
11/1/2015 65,000 2.350% 39,597.50 104,597.50

5/1/2016 - 38,833.75 38,833,753

6/30/2016 143,431,25
11/1/2016 70,000 2.350% 38,833.75 108,833.75

5/1/2017 38,011.25 38,011.25

6/30/2017 146,845.00
11/1/2017 70,000 2.350% 38,011.25 108,011.25

5/1/2018 37,188.75 37,188.75

6/30/2018 : 145,200,00
11/1/2018 75,000 2.350% 37,188.75 112,188.75

5/1/2019 36,307.50 36,307.50

6/30/2019 148,496.25
11/1/2019 75,000 2.350% 36,307.50 111,3072.50

5/1/2020 35,426.25 3542625
6/30/2020 146,733.75
11/1/2020 75,000 2.350% - 35,426.25 110,426,25

5/1/2021 . 34,545.00 34,545,00

6/30/2021 144,971.25
11/1/2021 20,000 2.350% 34,545.00 114,545.00

5/1/2022 33,605.00 33,605.00

6/30/2022 148,150.00
11/1/2022 80,000 235084 33,605.00 113,605.00

5/1/2023 : 32,665.00 32,665.00

6/30/2023 146,270.00
11/1/2023 120,000 2,350% 32,665.00 152,665,00

5/1/2024 31,255.00 31,255.00 )
6/30/2024 : 183,920.00
11/1/2024 120,000 2,350% 31,255.00 151,255.00

5/1/2025 29,845.00 29,845.00

6/30/2025 181,100.00
11/1/2025 125,000 2.350% 29,845.00 154,845.00

5/1/2026 ' 28,376.25 28,376.25

6/30/2026 183,221.25
11/1/2026 125,000 2.3508% 28,376.25  '153,376.25

5/1/2027 26,907.50 26,907.50

6/30/2027 180,283.75
11/1/2027 130,000 2.350% 26,907.50 156,907.50

5/1/2028 25,380.00 25,380.00

6/30/2028 182,287.50
11/1/2m8 130,000 2.350% 25,380.00 155,380.00

5/1/2029 23,852.50 23,852.50
 6/30/2029 179,232.50

Page 1



Bond Debt Service

Muskegon Helghts Fublic Schools, Michigan
Emergency Loan #2
43,500,000 Par Amount | Dated: January 18, 2013

Annual Debt
Perlod Ending Principal Coupen interest  DebtService Service
11/1/2029 135,000 2.350% 23,852.50 158,852.50
5/1/2030 . ‘ 22,266.25 22,266.25
6/30/2030 . 181,118.75
11/1/2030 140,000 2.350% 22,266.25 162,266.25
5/1/2031 20,621.25 20,621.25
6/30/2031 182,887.50
11/1/2031 140,000 2.350% 20,621.25 160,621.25
5/1/2032 _ 18,976.25 18,976.25
6/30/2032 ' 179,597.50
11/1/2032 145,000 2.350% 18,976.25 163,976.25
5/1/2033 17,272.50 17,272.50
6/30/2033 ' 181,248.75
11/1/2033 150,000 2.250% 17,272.50 167,272.50
5/1/2034 15,510.00 15,510.00
6/30/2034 182,782.50
11/1/2034 150,000 2.350% 15,510,060 - 16551000
5/1/2035 13,747.50 13,747.50
6/30/2035 ' 179,257.50
11/1/2035 155,000 2.350% 13,747.50 168,747.50
5/1/2036 11,926.25 11,926.25
6/30/2036 180,673.75
11/1/2036 160,000 2.350% 11,926.25 171,926.25
5/1/2037 10,046.25 10,046.25
6/30/2037 181,972.50
11/1/2037 160,000 2.350% 10,046.25 170,046.25
5/1/2038 8,166.25 8,166.25
6/30/2038 178,212.50
11/1/2038 " 170,000 2.350% 8,166.25 178,166.25
5/1/2039 6,16875 6,168.75
6/30/2039 184,335.00
11/1/2039 170,000 2.350% 6,168.75 176,168.75
5/1/2040 4,171.25 4,171.25
6/30/2040 ) 180,240.00
11/1/2040 175,000 2.350% 417125 17917125
5/1/2041 2,115.00 2,115,00
6/30/2041 181,286.25
11/1/2041 180,000 2.350% 2,115.00 182,115.00
6/30/2042 182,115.00
3,500,000 1,430,947.64  4,930,947.64 _ 4,930,947.64
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6. CERTIFICATION OF STATUTORY COMPLIANCE




STATE OF MICHIGAN

DEPARTMENT OF TREASURY ANDY DILLON

RICK SNYDER
STATE TREASURER

GOVERNOR LANSING

CERTIFICATION OF STATUTORY COMPLIANCE

I, Andy Dillon, State Treasurer, hereby certify in conjunction with the School District of
the City of Muskegon Heights "Emergency Loan Note (General Obligation Limited Tax) 2012-
13 Series IL," in the principal amount of three million, five hundred thousand dollars ($3,500,000)
made under the authority of Public Act 243 of 1980, the Emergency Municipal Loan Act, as
amended, that the total of emergency loans made to all municipalities that are school districts

does not exceed the amount authorized by Section 3 of the Act.

e

Andy Dillon /

Date: 5’/; 7//5 S

Lansing, Michigan




"7 . CERTIFICATION OF FINAL TRANSCRIPT




STATE OF MICHIGAN
RICK SNYDER DEPARTMENT OF TREASURY ANDY DILLON
GOVERNOR LANSING STATE TREASURER

CERTIFICATION OF FINAL TRANSCRIPT

I, Harlan Goodrich, Secretary to the Local Emergency Financial Assistance Loan Board,
Bureau of Local Government Services, Michigan Department of Treasury, do hereby certify as

follows:

1. That the foregoing is a complete and correct transcript of all relevant proceedings and
records on file in the Bureau of Local Government Services relating to the issuance by the School
District of the City of Muskegon Heights, Muskegon County, Michigan, of its “Emergency Loan
Note (General Obligation Limited Tax) 2012-13 Series I1," in the principal amount of three mil-
lion, five hundred thousand dollars ($3,500,000.00), dated January 18, 2013, the same having

been compared by me with the originals on file in the Bureau of Local Government Services.

2. That the Local Emergency Financial Assistance Loan Board proceedings of January
18, 2013, have not been vetoed, rescinded, or amended in any manner whatsoever, but are in full

force and effect,

3. That, at the time of the taking of the proceedings of the Local Emergency Financial
Assistance Loan Board of January 18, 2013, the persons named in the proceedings were the duly

qualified and acting members of the Board, and that the persons who acted for, or as designees

430 WEST ALLEGAN STREET « LANSING, MICHIGAN 48922
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of, any members at the meeting at which the proceedings were taken were duly qualified and au-

thorized to act.

4. That public notice of the meeting of the Local Emergency Financial Assistance Loan
Board of January 18, 2013, was given pursuant to and in compliance with Public Act 267 of
1976, the Open Meetings Act, as amended, including in the case of a special meeting or a meet-
ing recessed for more than 36 hours, notice by posting at least 18 hours prior to the time set for

the meeting,

IN WITNESS WIHEREOF, I have hereunto affixed my signature on the date indicated

below.

o e 0 Ll 2

Harlan Goodrich

Date: 1-*« x%*‘"‘ L?j

Lansing, Michigan



8. CERTIFIED CoPY OF EMERGENCY MUNICIPAL LOAN ACT




EGISLATIVE

ERVICE .
UREAU Legal Division

Since 1941

John C, Bollman, Director

January 10, 2013

Mr. Harlan Goodrich

Local Emergency Financial Assistance Loan Board
430 W. Allegan Street

Lansing, M1 48922

Dear Mr Goodrich:
Attached please find two copies of the following act:
Act 243 of 1980, as amended, being § 141.931 et seq. of the Michigan Compiled Laws,

The attached copies of this act were generated from MichLaw, the computerized database of the Michigan Compiled
Laws, which database is maintained by the Legislative Service Bureau, a nonpartisan agency of the Michigan
Legislature, pursuant to its duty to maintain the official text of the statutes of Michigan. See Act 268 of 1986, being
§ 4.1101 et seq. of the Michigan Compiled Laws, and Const 1963, art 4, sec 36.

The text of the above described act, as set forth in the attached copies, has been verified against the official copy of
the act and all amendments thereto as filed with the Secretary of State.

Materials in boldface type on the attached copies, particularly the act heading, M. C. L. numbers, catchlines, history
notes, compilet’s notes, and related annotations are not part of the statutes as enacted by the Michigan Legislature,

Sincerely, »
,V)L#/uéﬂ— Hand

Marge Martin, Legal Counsel

Legal Division, Statutory Compiling and
Law Publications Unit

Legislative Service Burean

Is
Enclosure

Michigan Legislature
124 W, Allegan Street, 3" Floor » P.O. Box 30036 e Lansing, MI 48909-7536 e (517) 373-9425 e Fax: (517) 373-5642



EMERGENCY MUNICIPAL LOAN ACT
Act 243 of 1980

AN ACT to provide emergency financial assistance for certain political subdivisions of this state; to create
a local emergency financial assistance loan board and to preseribe the powers and duties of this board; to
prescribe conditions for granting and receiving loans, to prescribe terms and conditions for the repayment of
loans, and to allow the limiting of repayment by a county from specified revenue sources; to impose certain
requirements and duties on certain state departments, political subdivisions of this state, and officials of this
state and political subdivisions of this state; and to prescribe remedies and penalties.

History: 1980, Act 243, Imd. Eff. July 24, 1980;—Am. 1980, Act 324, Imd. Eff. Dec. 15, 1980;—Am. (988, Act 198, Imd. Eff. Junc
27, 1988;-—Am. 2012, Act 284, Imd. Eff. Aug. 1,2012.

The People of the State of Michigan enact:

141.931 Definitions.

Sec. L. As used in this act:

(a) "Board" means the local emergency financial assistance loan board created under section 2.

(b) "Fiscal year" means, unless otherwise provided in this act, the fiscal year of the municipality applying
for a loan under this act.

(¢) "Income tax collections" means the total collection of a municipality under the city income fax act,
1964 PA 284, MCL 141.501 to 141,787, in any calendar year,

(d) "Income tax revenue growth rate" means the quotient of the following:

(/) The numerator is the income tax collections of the municipality for the calendar year immediately
preceding the municipality's application for a loan under this act.

(ii) The denominator is the income tax collections for the municipality for the calendar vear preceding the
calendar year used in determining the numerator.

() "Municipality" means a county, city, village, or township in this state. For the period beginning on
October 1, 2011 and ending on September 30, 2018, municipality also includes a school district in this state.

(f) "Local tax base growth rate" for a municipality means the state equalized valuation of the real and
personal property of the municipality for the most recent year for which data is available divided by the state
equalized valuation of real and personal property of the municipality for the fifth year preceding the most
recent year for which data is available. _

(g) "Statewide tax base growth rate" means the total state equalized valuation for real and personal
property for the most recent year for which data is available divided by the total state equalized valuation for
the fifth year preceding the most recent year for which data is available,

(h) "State equalized valuation of real and personal property of the municipality” means the valuation
determined under 1911 PA 44, MCL 209.1 to 209.8, of real and personal property within the municipality
plus an amount equal to the state equalized valuation equivalent of certain revenues of the municipality as
determined under this subdivision. The state equalized valuation equivalent shall be calculated by dividing the
sum of the following amounts by the municipality's millage rate for the fiscal year:

() The amount levied by the municipality for its own use during the municipality's fiscal year from the
specific tax levied under 1974 PA 198, MCL 207.551 to 207.572.

(/f} The amount levied by the municipality for its own use during the municipality's fiscal year from the
specific tax levied under the commercial redevelopment act, 1978 PA 255, MCL 2017.651 to 207.668,

History: 1980, Act 243, Tmd. Eff, July 24, 1980;—Am. 1987, Act 282, EfT. Apr. 11, 1988;—Am. 2007, Act 178, Imd, Eff. Dec. 21,
2007:—Am. 2012, Act 284, Imd, Eff. Aug. 1, 2012,

141.932 Local emergency financial assistance loan bhoard; creation; membership; powers
and duties; approval of actions; conducting business at public meeting; staff services,

Sec. 2. (1) There is created a local emergency financial assistance loan board within the department of
treasury. This board shall consist of the state treasurer, the director of the department of licensing and
regulatory affairs, and the director of the department of technology, management, and budget. Except for
budgeting, procurement, and related functions of the board that shall be performed under the direction and
supervision of the state treasurer, the board shall exercise its prescribed statutory powers, duties, and
functions independently of the department of treasury,

(2) The board has the powers necessary to carry out and effectuate the purposes and provisions of this act,
and powers vested in the board under other laws of this state, including, but not limited to, all of the following
powers: :
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(a) To act by an order issued in the name of the board and signed by the members of the board, The
signature of the designee of a member, when the designee is acting for his or her principal, has the same force
and effect as the signature of the member,

(b) To authorize and make loans; to renegotiate the terms of outstanding loans; and to make, execute, and
deliver contracts and other instruments necessary or convenient to the exercise of its powers,

(¢) To aid, advise, and consult with a municipality with respect to fiscal questions arising from and relating
to its proposed or outstanding loans.

(d) To promulgate rules under the administrative procedures act of 1969, 1969 PA 306, MCL 24.201 to
24.328, that it considers necessary.

{e) To examine the books and records of a municipality applying for or receiving a loan under this act for
the purpose of ascertaining if the municipality is complying, in relation to a loan under this act, with the
requirements of the board, the laws of this state, and the charter, ordinances, and resolutions of the
municipality. Additionally, for effectuating this purpose, the board may require sworn statements from any
officer or employee of the municipality and may require the municipality to furnish a statement of its financial
condition. The board has full power, in furtherance of its investigations, to examine witnesses on oath, to
compel the attendance of witnesses, to compel the giving of testimony, and to compel the production of
books, papers, and records. Witnesses may be summoned by the board by its process upon the payment of the
same fees as are allowed to witnesses attending in the circuit court for the county in which a hearing is held.
A person duly subpoenaed under this section who fails to attend or testify at the place named in the subpoena
served for that purpose is guilty of a misdemeanor,

(f) To serve notice upon a municipality of an order relating to the municipality issued by the board. A
municipality has prima facie notice of and is bound by an order of the board if notice has been served upon it
by registered mail addressed to any officer of the municipality upon whom legal process may be served.

(g) To enforce compliance with its orders; with the terms of outstanding loans; with any provision of this
act: or, in relation to a loan under this act, with any law of this state or with the charter, ordinances, or
resolutions of a municipality that received a loan under this act. As 1 method to enforce compliance, the board
may institute appropriate proceedings in the courts of this state, including proceedings for writs of mandamus
and injunctions. :

(h) To subject a loan to the terms and conditions the board considers necessary to ensure compliance with
the uniform budgeting and accounting act, 1968 PA 2, MCL 141.421 to 141.440a, and to ensure timely
repayment of the loan, including, but not limited to, requiring the direct assignment for repayment of a loan of
any state money appropriated to the municipality or, for a municipatity that is a school district, other revenue
or money that may be pledged by a school district under section 1211 of the revised school code, 1976 PA
451, MCL 380.1211, or other law,

(i) To provide loan terms specifying conditions and events of default and remedies available upon default
by a municipality.

(i) To impose loan terms upon the disbursement of a loan authorized to be made under section 32}b) or
(3).
(3) The board shall review each application for a loan from a municipality to determine if the municipality
satisfies the requirements of this act. Except for loans authorized under section 3(2) or (3), upon determining
those applications that satisfy the application eligibility requirements of section 4 and, for subsequent annual
loatts, section 8, the board may authorize an annual loan fo 1 or more of those eligible applicants upon
declaring that a local fiscal emergency exists in the municipatity. For loans authorized under section 3(2) or
(3), the board may authorize a loan upon determining that the municipality has satisfied the requirements of
this act applicable to loans under section 3(2) or (3).

{4) All actions of the board shail be approved by all members of the board. All meetings of the board shall
be conducted at a public meeting held in compliance with the open meetings act, 1976 PA 267, MCL 15.261
to 15.275.

(5) Subject to the requirements of this act, the board has the sole authority to determine all of the
following;

(a) The amount of a loan,

(b) The rate or rates of inter¢st on a loan.

(¢) Any other condition related to a loan including, but not limited to, requiring that the proceeds of a loan
be used for specified purposes.

(6) The department of treasury shall provide staff services to the board to carry out this act.

{7} A municipality may do 1 or more of the following:

(a) Borrow money under this act, and issue evidences of indebtedness for repayment of obligations,

including, but not limited to, money advanced or previously advanced to a school district or approved or
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previously approved for advancement to a school district under section 15(2) of the state school aid act of
1979, 1979 PA 94, MCL 388.1615, or money borrowed by the school district under section 1225 of the
revised school code, 1976 PA 451, MCL 380.1225,

{b) Enter into a loan agreement with the board.

(c) Issue its notes evidencing the loan.

{d) Assign and convey any revenues allocated to it for repayment of the loan.

(e) Take any other action necessary to receive, secure, or repay a loan under this act.

History: 1980, Act 243, Tmd. Eff, July 24, 1980;—aAm. 1980, Act 324, Imd. Eff. Dec. 15, 1980;—Am. 1986, Act 6, Imd. Eff. Feb.

21, 1986;—Am. 1987, Act 282, Eff. Apr. 11, 1988:—Am. 1998, Act 528, Imd. Eff. Jan. 12, 199%,—Am. 2012, Act 284, Imd. Eff. Aug.
1,2012,

141,933 Maximum amount of loans in fiscal year; limitations; conditions; revenue for loans;
restructuring payments; “county juvenile agency” defined.

Sec. 3. (1) For state fiscal years ending before October 1, 2011, the board may authorize loans under this
act to municipalities that total up to $5,000,000.00 in a state fiscal year. For state fiscal years beginning after
September 30, 2018, the board may authorize loans under this act to municipalities that total up to
$10,000,000.00 in a state fiscal year, but a loan to a single municipality shall not exceed $4,000,000.00 in a
state fiscal year. For the period beginning on October 1, 2011 and ending on September 30, 2018, the board
may do all of the following: .

{a) Authorize loans to municipalities other than school districts that total up to $35,000,000.00 during the
period. Loans to a single municipality under this subdivision shall not total more than $20,000,000.00. The
board shall not authorize a loan to a municipality under this subdivision until 30 days after the effective date
of the amendatory act that added this subdivision.

(b) Authorize loans to municipalities that are school districts that total up to $50,000,000.00 during the
period. Loans to a single school district under this subdivision shall not total more than $20,000,000.00.

(2) The board may authorize loans under this act to a county within the following limitations:

(a) In the 1998-99 state fiscal year, the board may authorize loans under this act to a county with a
population greater than 1,500,000.

{b) For a state fiscal year in which the block grant appropriated to a county with a population of more than
1,500,000 that is organized under 1966 PA 293, MCL 45.501 to 45.521, and that is a county juvenile agency
is less than the amount required to be distributed to that county in that year under the social welfare act, 1939
PA 280, MCL 400.1 to 400.119b, the board may authorize a loan to that county in an amount not greater than
the difference between the amount of the block grant and the amount required to be distributed to that county
for that fiscal year under the social welfare act, 1939 PA 280, MCL 400.1 to 400.119b. The board is not
required to authorize loans under this subdivision to a county for more than 1 state fiscal year,

(3) If in a state fiscal year the block grant appropriated to a county other than a county described in
subsection (2) that is a county juvenile agency is less than the amount required to be distributed to that county
in that year under the social welfare act, 1939 PA 280, MCL 400.1 to 400.119b, the board may authorize a
loan to that county in an amount not greater than the difference between the amount of the block grant and the
amount required to be distributed fo that county under the social welfare act, 1939 PA 280, MCL 400.1 to
400.119b, in that state fiscal year.

(4) Sections G(2), 7, and 8 and the conditions listed in section 4(1) do not apply to 4 loan authorized under
subsection (2) or (3).

(5) The proceeds of a loan made under subsection (2) or (3) shall be maintained in a separate account and
shall not be commingled with the county's general fund or any other special fund or account.

(6) The state treasurer or his or her designee shall monitor the expenditure of the proceeds of any loan
made under subsection (2) or (3).

(7) The proceeds of a loan made under subsection (2) or (3) are subject to the requirements of the county
juvenile agency act, 1998 PA 518, MCL 45.621 to 45.631.

{8) Except as otherwise provided in this subsection, revenue for loans made under this act shall be
provided from the surplus funds of this state under authorization granted under section 1 of 1855 PA 1035,
MCL 21.141. Alternatively, for a school district, revenue for a loan made under this act may be provided from
money advanced to the school district by this state from money appropriated from the state schoot aid fund
established under section 11 of article [X of the state constitution of 1963 and payable to the school district
under the state school aid act of 1979, 1979 PA 94, MCL 388.1601 to 388.1896.

(9) After September 30, 2012, the board may restructure payments, but not the outstanding principal
balance or interest, on a loan to a municipality under subsection (1) if all of the following apply:

(a) For a municipality that is a school district, in a state fiscal year after the state fiscal year in which the
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loan to the school district was authorized by the board, the foundation allowance for the school district under
the state schoo!l aid act of 1979, 1979 PA 94, MCL 388.1601 to 388.1896, is less than the foundation
allowance for the school district in the state fiscal year in which the loan was authorized.

(b) For a municipality other than a school district, in a state fiscal year after the state fiscal year in which
the loan to the municipality was authorized by the board, statutory revenue sharing for the municipality under
the Glenn Steil state revenue sharing act of 1971, 1971 PA 140, MCL 141,901 to 141,921, combined with any
economic vitality incentive program money payable to the municipality is less than the statutory revenue
sharing for the municipality combined with any economic vitality incentive program money payable to the
municipality in the state fiscal year in which the [oan was authorized.

(¢) The municipality is in compliance with the terms of the loan and any other requirements applicable to
the municipality under this act,

(d) The municipality is in compliance with any requirements relating to a deficit elimination plan under
state law,

(€) The municipality is in compliance with any applicable consent agreement or order of an emergency
manager under the local government and school district fiscal accountability act, 2011 PA 4, MCL 141.1501
to 141.1531. o

(f) For a municipality that is a school district, the school district is in compliance with all requirements for
receipt of the foundation allowance and any other requirements applicable to the school district under the state
school aid act of 1979, 1979 PA 94, MCL 388.1601 to 388.1896.

(g) For a municipality other than a school district, the municipality is in compliance with all conditions for
economic vitality incentive program money or statutory revenue sharing or other requirements applicable to
the municipality under the Glenn Steil state revenue sharing act of 1971, 1971 PA 140, MCL 141.901 to
141.921, '

(h) The restructuring of payments complies with applicable law.

(i) The loan has not been sold or transferred under section 6a,

(10) As used in this section, "county juvenile agency" means that terin as defined in section 2 of the county
juvenile agency act, 1998 PA 518, MCL 45.622.

History: 1980, Act 243, Imd. Eff. July 24, 1980,—Am. 1980, Act 324, Imd. Eff, Dec. 15, 1980;—Am. 1987, Act 282, Eff. Apr. 11,
1988;—Am. 1998, Act 528, Imd. Eff. Jan. 12, 1999;:—Am. 2012, Act 284, Imd, Eff. Aug. 1,2012.

141.933a Proceeds of a loan; special assessment.

Sec. 3a. The proceeds of a loan issued under this act to a municipality shall not be used by the municipality
to finance any costs associated with a special assessment or special assessment district established after the
effective date of the amendatory act that added this section.

History: Add. 2012, Act 284, Imd. Eff. Aug. 1, 2012.

141.934 Application for loan; resolution; certification of information and conditions;

inspection, copying, or auditing of books and records; applicability of subsection {1

Sec. 4. (1) If the governing body of a municipality desires to request a loan, it shall provide by resolution
for the submission of an application to the board for a loan made under this act. The municipality shall certify
and substantiate all of the following information and conditions to be eligible for consideration for a loan
authorization by the board:

(a) A deficit for the municipality’s general fund is projected for the current fiscal year.

{b) That 1 or both of the following have occurred within the 18 months immediately preceding the loan
request:

(i) The municipality has issued tax anticipation notes or revenue sharing notes under the revised municipal
finance act, 2001 PA 34, MCL 141.2101 to 141.2821, or for a school district, issued notes under section 1225
of the revised school code, 1976 PA 451, MCL, 380.1225.

(i) The department of treasury has acted upon a request by the municipality to issue tax anticipation notes
or revenue sharing notes under the revised municipal finance act, 2001 PA 34, MCL 141.2101 to 141.2821.

(¢} The municipality meets 1 or more of the following conditions:

(i) Its income tax revenue growth rate is .90 or less, or the municipality has 2 or more emergency loans
outstanding at the time its application is submitted and its income tax revenue growth rate is 1.3 or less.

(i) Its local tax base growth rate is 75% or less of the statewide tax base growth rate.

(ii7) The state equalized valuation of real and personal property within the municipality at the time the loan
application is made is less than the state equalized valuation of real and personal property within the
municipality in the immediately preceding year.

(iv) The municipality is tevying the maximum number of mills it is authorized to levy as approved by the
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voters and has either of the following:

{A) One or more delinquent special assessments.

(B) Outstanding bonds, notes, or other evidences of indebtedness that were issued in anticipation of a
contract obligation with, or an assessment obligation against, another municipality that has 1 or more
delinquent special assessments that were levied to satisfy, in whole or in part, the contract or assessment
obligation.

(v} For a school district, the school district's membership under section 6 of the state school aid act of
1979, 1979 PA 94, MCL 388.1606, at the time the loan application is made has declined over a preceding
3-state-fiscal-year period by a total of 15% or more, as determined by the department of treasury.

(vi) The municipality is in receivership or is subject to a consent agreement under the local government
and school district fiscal accountability act, 2011 PA 4, MCL 141.1501 to 141.1531, or a successor statute,
and loan authorization by the board is necessary to implement a financial and operating plan, a consent
agreement, or a continuing operations plan or recovery plan for the municipality under the local government
and school district fiscal accountability act, 2011 PA 4, MCL 141.1501 to 141.1531, or a successor statute.

(vif) The municipality is a municipality for which a financial emergency has been confirmed to exist and
responsibilities for the municipality are vested in an emergency financial manager under former 1990 PA 72
or is a municipality for which a consent agreement, including a plan to address a serious financial problem, is
in place for the municipality under former 1990 PA 72. This subparagraph applies only if the local
government and school district fiscal accountability act, 2011 PA 4, MCL 141.1501 to 141.1331, is repealed
ot otherwise not effective and former 1990 PA 72 is again in effect or applicable.

(d) The municipality submits a S-year plan, that has been approved by the governing body of the
municipality, and that will balance future expenditures with anticipated revenues.

(2) If the board determines it necessary, the board may inspect, copy, or audit the books and records of a
municipality,

(3) Subsection (1) does not apply to a loan authorized under section 3(2) or (3).

History: 1980, Act 243, Imd. Eff. July 24, 1980;,—Am. 1980, Act 324, Imd. Eff. Dec. 15, 1980;—Am. 1983, Act 67, Imd. Eff. May
31, 1983:—Am, 1986, Act 6, imd. Eff. Feb. 21, 1986;—Am'. 1998, Act 528, Imd. Eff, Jan. 12, 1999:—Am. 2002, Act 405, Imd. Eff. June
3, 2002:—Am, 2007, Act 198, Tind. Eff. Dec. 21, 2007,—Am. 2012, Act 284, Imd. Eff. Aug. 1,2012.

141.935 Maximum amount of loans; eligibility.

Sec. 5. Except for a county subject to section 3(2), until September 30, 2011, the board may authorize
loans to any 1 municipality in an amount not to exceed $3,000,000.00 in any 1 fiscal year of the municipality,
Except for a county subject to section 3(2), a municipality is not eligible to receive loans in more than 5 fiscal
years in any 10-year period,

History: 1980, Act 243, Imd. EfI. July 24, 1980;—Am. 1980, Act 324, Iind. Eff. Dec. 15, 1980,—Am, 1987, Act 282, Eff. Apr. 11,
1988;—Am. 2007, Act 198, Imd. Eff. Dee. 21, 2007,—Am. 2012, Act 284, Imd. Eff. Aug. 1,2012,

144.936 Annual rate or rates of interest; fixed rate; rate caiculated upon formula; limitation;
payment of interest and principal; delinquency; repayment at earlier date or in fewer
installments; prohibited conditions; effect of failure to make repayments; loan as general
obligation of munlcipality; exception.

Sec. 6. (1) A loan made under this act shall bear an annual rate or rates of interes, if any, as established by
the board under section 2(5). The board may establish interest for a loan under this act either af a rate or rates
that are fixed for the term of the loan or, if the formula is approved by the board at the time the loan is made
or renegotiated as authorized in section 2, at a rate calculated upon a formula that varies the rate annually. The
board may provide that the interest rate or rates for a loan under this act may adjust to an interest rate or rates
determined at the time of the sale or transfer by the state treasurer to be sufficient to facilitate the sale of the
loans under section 6a. Except for loans sold or transferred under section 6a, if the interest rate for a loan
under this act is a single fixed rate, the annual rate of interest for the term of a loan shali not be less than the
municipal 10-year rate as determined by the state treasurer. The board may consider a higher interest rate
based on both the market interest rates and the risk of the municipality requesting the loan.

(2) Interest payments are due and payable as determined by the board or the state treasurer nnder section
6a. Repayment of all of the principal shall be made not more than 30 years from the date of issuance
determined by the board or state treasurer under section 6a, except as provided in subsection (5). This
subsection, sections 7 and 8, and the conditions listed in section 4(1) do not apply to a loan authorized under
section 3(2) or (3).

(3} The loan agreement between the board and a county for a loan authorized under section 3(2) or (3)
shall establish the schedule for payment of the principal of and interest on the loan, the nature of the
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obligation of the county to repay a loan made under this act, and any security for that loan. Payments of
principal and interest for a loan authorized by section 3(2) shall be limited to revenues allocated to the county
under the health and safety fund act, 1987 PA 264, MCL 141.471 to 141479, minus those revenues
authorized by the board in the loan agreement for use in the payment of other county obligations.

(4) Unless other state appropriations to a municipality are pledged or assigned in an amount sufficient for
the municipality to make a required principal or interest payment, if the municipality's payment of required
principal or interest is delinquent, the state treasurer may withhold the amount of all delinquent payments that
are due on a loan issued under this act from state payments to the municipality under the Glenn Steil state
revenue sharing act of 1971, 1971 PA 140, MCL 141.901 to 141.921. ,

(5) Except for loans sold or transferred under section 6a or as otherwise determined by the board, .
notwithstanding the payment schedules and methods established by this section or by the terms of a loan
agreement, a municipality may initiate repayment of all or part of a loan made under this act at an carlier date
or may make repayment in fewer installment payments, or both. The board shall not condition cither
eligibility for consideration for a loan or the grant of a loan under this act on repayment schedules and terms
other than those required by subsections (1), (2), (3), and (4). In addition, failure of a municipality to make
repayments under terms or a schedule it has instituted under this subsection does not disqualify the
municipality from eligibility for consideration for loans in subsequent fiscal years,

(6) A loan issued under this act shall be a general obligation of the municipality except that a loan issued
under section 3(2) shall not be a general obligation of the municipality and shall be repaid solely from specific
revenues pledged for repayment of the loan,

History: 1980, Act 243, Iind. EfT. July 24, 1980;—Am, 1980, Act 324, Imd. Eff. Dec, 15, 1980;—Am. 1986, Act 6, Imd. Eff. Feb.
21, 1986;—Am. 1987, Act 282, Eff. Apr. 11, 1988;—Am. 1988, Act 98, Imd. Eff. June 27, 1988;—Am. 1998, Act 528, Imd. Eff. Jan.
12, 1999, —Am. 2012, Act 284, Iind. Eff. Aug. I, 2012,

141.936a State treasurer selling or transferring loan; security; interest rate; terms; notice.

Sec. 6a, (1) The state treasurer may sell or transfer a loan under this act and enter into an agreement related
to the sale or transfer of the loan. The state treasurer also may assign to the purchaser or transferee of a loan
under this act all security pledged for the loan by a municipality. A loan sold or transferred under this section
shall be secured in the same manner as a foan under this act not sold or transferred, including, but not limited
to, benefiting from the security provided by section 6(4).

(2) The state treasurer may enter into an agreement with the purchaser or transferee of a loan under this act
to repurchase the oan at a price and time or upon the occurrence of an event provided in the agreement.

(3) Except as otherwise provided in this subsection, at the time a loan is sold or transferred under this
section, the state treasurer may set the interest rate, or method of determining the interest rate, on the loan
being sold or transferred, including, but not limited to, a loan made before the effective date of the
amendatory act that added this section, at a rate the state treasurer determines necessary and advisable to
accomplish the sale or transfer. A rate determined by the state treasurer shall not exceed the maximum rate
otherwise authorized by law.

(4) When a loan is sold or transferred under this section, the state treasurer may make changes to the ferms
of the loan, including a loan made before the effective date of the amendatory act that added this section, as
the state treasurer determines necessary and advisable to permit a purchaser or transferee to sell obligations
secured by the loans as tax-exempt under federal law, including, but not limited to, modifying redemption
provisions, principal amortization, and interest and principal payment dates of the loan. The state treasurer
also may require a municipalify to make certain covenants the state treasurer detérmines necessary or
advisable relating to the tax-exempt status of the obligations of a purchaser or transferce.

(5) At any time, the state treasurer may require a municipality to enter into an agreement with a purchaser
or transferee of a loan regarding continuing disclosure obligations under federal law or any other maters the
state treasurer determines are necessary and advisable. The state treasurer may require entry into an
agreement with a recipient of a loan issued before the effective date of the amendatory act that added this
section.

(6) If a loan is sold or transferred under this section, the state treasurer shall notify all of the following that
the loan was sold or transferred:

(a) Governor.,

{b) Senate majority leader.

{¢) Senate minority leader,

(d) Speaker of the house of representatives,

(e} House minority leader.

(f) Senate fiscal agency.
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(g) House fiscal agency.
History: Add. 2012, Act 284, Imd, Eft. Avg. 1, 2012.

141.937 Duties of municipality receiving loan; definitions; exception.

Sec. 7. (1) A municipality that receives a loan under this act shall perform all of the following:

(a) Except as otherwise provided in this subdivision, employ a full-time professional administrator or
contract with a person with expertise in municipal finance and administration to direct or participate directly
in the management of the municipality's operations until otherwise ordered by the board. If the municipality is
in receivership under the local government and school district fiscal accountability act, 2011 PA 4, MCL
141.1501 to 141.1531, or a successor statute, compensate the emergency manager for the municipality and
reimburse the emergency manager's actual and necessary expenses as provided under section 15(5)(e) of the
local government and school district fiscal accountability act, 2011 PA 4, MCL 141.1515, or a successor
statute. If the municipality is under a consent agreement as provided under the local government and school
district fiscal accountability act, 2011 PA 4, MCL 141.1501 to 141.1531, or a successor statute, compensate
those officials who are required to be compensated under the consent agreement with the municipality and
reimburse those officials' actual and necessary expenses as provided under the consent agresment,

(b) If the local government and school district fiscal accountability act, 2011 PA 4, MCL 141,1501 to
141.1531, is repealed or otherwise not effective and former 1990 PA 72 is again in effect or applicable and an
emergency financial manager is in place for the municipality under former 1990 PA 72, compensate the
emergency financial manager and reimburse the emergency financial manager's actual and necessary
expenses. If the local government and school district fiscal accountability act, 2011 PA 4, MCL 141.1501 to
141.1531, is repealed or otherwise not effective and former 1990 PA 72 is again in effect or applicable and a
consent agreement is in place for the municipality under former 1990 PA 72, compensate those officials who
are required to be compensated under the consent agreement with the municipality and reimburse those
officials' actual and necessary expenses as provided under the consent agreement.

{¢) Not more than 6 months after receiving a loan and semiannually after that date for the period the loan is
outstanding, submit to the board an evaluation of the performance of the municipality against the 5-year plan
submitted under section 4(1).

(d) Submit all of the following to the board on a quarterly basis:

(i) A statement of actual revenues received in the last quarter and in the current fiscal year to date.

(if) A statement of total revenues estimated to be received by the municipality in the current fiscal year.

(i) A statement of expenditures made and encumbrances entered into by the municipality in the last
quarter and in the current fiscal year to date. '

(i) A statement of revenues that were estimated to be received and expenditures that were estimated to be
made during the current fiscal year and through the end of the last quarter.

(v) A balance sheet indicating whether total estimated expenditures for the current fiscal year and for the
last quarter exceed the total estimated revenues for the current fiscal year and for the last quarter, respectively.

() Submit the general appropriations act of the municipality, and any amendments to that act, adopted
under the uniform budgeting and accounting act, 1968 PA 2, MCL 141.421 to 141.440a, or any equivalent
report as may be required by the board if the municipality is not required to adopt a general appropriations
act,

() Submit any budget change in the current fiscal year or any amendment to the general appropriations act
of the municipality for the current fiscal year to the board before adoption.

(g) Submit any budget for the ensuing fiscal year or the general appropriations act of the municipality for
the ensuing fiscal year to the board before adoption. :

(h) Certify that the municipality has fully complied with all statutory requirements concerning use of the
uniform chart of accounts and audits,

(2) If the state treasurer determines that a municipality is not in compliance with all of the requirements
under subsection (1) and with the 5-year plan submitted under section 4(1), the state treasurer may modify the
terrs of the loan to require a higher interest rate or fo accelerate the repayment of the loan.

(3) As used in this section, "expenditure" and "revenue" mean those terms as defined in sections 2¢ and 2d
of the uniform budgeting and accounting act, 1968 PA 2, MCL 141.422¢ and 141.422d.

(4) Subsection (1) does not apply to a loan authorized under section 3(2) or (3).

History: 1980, Act 243, Iind. EfI. July 24, 1980;—Am. 1980, Act 324, Imd. Eff. Dec. 15, 1980:—Am. £986, Act 6, Imd, Bff. Feb.
21, 1986;—Am, 1998, Act 528, Imd. Eff. Jan, 12, 1999;—Am. 2012, Act 284, Imd. Eff. Aug. 1,2012.

141.938 Additional eligibiiity requirements; exception.
Sec. 8. (1) In addition to the requirements of section 4, to be eligible for consideration for a fiscal year loan
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under this act after having qualified for and received the first or any subsequent fiscal year loan under this act,
a municipality shall satisfy all of the following requirements:

(a) Fulfilled the requirements of section 7.

(b) Submitted a progress report to the boatd detailing the steps that have been taken to achieve the
long-range plan submitted pursuant to section 4(1) and the management measures that have been taken to
improve fiscal management of the municipality. :

(c) Satisfy the board that reasonable progress has been made to resolve any federal discrimination suit
pending against the municipality.

{2) Subsection (1) does not apply to a loan authorized under section 3(2) or (3).

History: 1980, Act 243, Imd. Eff. July 24, 1980;—Am. 1980, Act 324, Imd. Eff, Dee. 15, 1980;,—Am. 1986, Act 6, Imd, Eff. Feb.
21, 1986;:—Am. 1998, Act 528, Imd. Eff. Jan. 12, 1999,

141.939 Annual report; evaluation of loan program; recommendations.

Sec. 9. The board shall report annually to the governor and the legislature on which municipalities have
applied for loans under the program, which municipalities have received loans, the amount of each loan, and
the conditions under which each loan was made. Five years after the effective date of this act, the board shall
submit to the governor and the legislature an evaluation of the loan program with recommendations for its
continuance or discontinuance.

History: 1980, Act 243, Imd. Eft. July 24, 1980,
141.940 Repealed. 1980, Act 324, Imd. Eff. Dec. 15, 1980.

Compiler's note: The repealed section pertained to Jocal emergency financial assistance loan fund.

141,941 Short title.
Sec. 11. This act may be known and may be cited as the “emergency municipal loan act”.
History: 1980, Act 243, Imd. Eff. July 24, 1980.

141.942 Conditional effective date.

Sec. 12. This act shall not take effect unless the following Senate Bills of the 1980 regular session of the
legislature are enacted into law:

(a) Senate Bill No. 1192,

(b) Senate Bill No. 1193.

History: 1980, Act 243, Imd. EfT. July 24, 1980,

Compiter's note: Senate Bill No, 1§92, referred to in this section, was approved by the Governor on Ju!y 24, 1980, and became P.A.
1980, No. 242, Imd., Eff, July 24, 1980. Senate Bill No. 1193, also referred to in this section, was approved by the Govemnor on July 24,
1980, and became P.A. 1980, No. 241, Imd. Eff. July 24, 1980,
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UNITED STATES OF AMERICA
STATE OF MICHIGAN
COUNTY OF MUSKEGON

SCHOOL DISTRICT OF THE CITY OF MUSKEGON HEIGHTS

EMERGENCY LOAN NOTE
(General Obligation Limited Tax)
2012-13 Series IT

Registered Owner; State of Michigan
Prineipal Amount: $3,500,000.00

Date of Original Issue: January 18,20

The SCHOOI. DISTRICTROF T TY OF MUSKEGON HEIGHTS,
County of Muskegon, State of (the @lssuer”), acknowledges itself to owe and
for value received hereby to the State of Michigan the Principal
Amount specified above, oney of the United States of America, in 30
consecutive annual in - forth on the attached Exhibit A, incorporated
by written agreement of the State Treasurer, on

ears 2013 to 2041, inclusive, unless prepaid in whole or in
after provided, with interest on the unpaid principal balance

Wriginal Issue specified above or such later date to which,

interest has be til paid, at the rates per annum determined as set forth herein,
payable first on » 2013 and semi-annually on each May 1 and November 1
thereafter, Both the principal of and interest on this note are payable at the Office of the
State Treasurer in Lansing, Michigan, or such other place as may be designated in
writing to the Issuer by the State Treasurer.

From the Date of Original Issue specified above, this note shall bear interest at
the rate of 2.35% per annum, unless modified by written agreement of the State
Treasurer, Interest on this note shall be computed on the basis of a 365 or 366 day year
and the actual number of days elapsed. ‘

This note is issued on the Date of Original Issue specified above in the name of
the Issuer by the duly appointed and qualified Emergency Financial Manager

R N AT
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of the Issuer under Act No. 72 of the Public Acts of 1990, as amended (“dct 72”),
pursuant to an order issued by such Emergency Financial Manager under Act 72 on
August 16, 2012, as supplemented by an order issued by the duly appointed and
qualified Emergency Financial Manager under Act 72 on January 18, 2013, confirming
and approving the terms and conditions of the Loan (as defined below), and an order
issued by the predecessor Emergency Manager of the Issuer under Act No. 4, Public
Acts of 2011, on August3, 2012, and under and in full compliance with the
Constitution and statutes of the State of Michigan, including specifically Act No. 243,
Public Acts of 1980, as amended (“Aet 243”), to evidence the obligation of the Issuer to
repay an emergency loan made to it by the State of Michigan on the Date of Original
Issue specified above for the purpose of enabling the Issuer to meet its financial
obligations (the “Loan™),

The Issuer shail have the right to pay at any time or pio maturity,
without penalty or premium, all or any portion of thisgfbte. ayments shall be
credited to principal payments in direct order of maturi

In addition, on each November 1, commen er 1, 2013, the Issuer
shall have the obligation to prepay, without p iumn, an aggregate principal
amount equal to the net amount on depogit cotint (as defined in the Tax
Intercept Agreement described below) as o p business day, less an amount
equal to the operating expenses to be ed chool District, as approved from
fime to time by the State Treasuflr, Pregay®nts shall be credited to principal

payments in inverse order of ma

This note and the i
any funds of the Issuer gmal r, including but not limited to any delinquent
¢ County of Muskegon, State of Michigan’s
delinquent tax revol , or from general ad valorem taxes imposed on all taxable
property in the ¢ Issuer is required, if necessary, to levy ad valorem taxes
on all taxabl inWhe Issuer for the payment thereof, subject to applicable
constitutional, statutory tax rate limitations. This note is issued on a pari
passu basis with t er’s note dated August 16, 2012 designated as School District
of the City of Muskegon Heights Emergency Loan Note (General Obligation Limited
Tax) 2012-13 Series L

The maturity of principal of and accrued and unpaid interest on this note may be
accelerated by the State Treasurer on behalf of the State of Michigan upon the
oceurrence and during the continuance of any Event of Default under this note. Each of
the following shall constitute an “Event of Default” under this note: (A) non-payment
of any principal of or interest on this note, when due; and (B) failure of the Issuer to
comply with the terms of paragraph 2 of the Funding Conditions Memorandum dated
the date hereof between the Issuer and the State of Michigan,
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The Issuer shall pledge to the State Treasurer the proceeds of 100% of the
operating taxes levied for the Issuer and the delinquencies thereon for application to pay
the principal of and interest on this note, when due. The Issuer has entered into a Tax
Intercept Agreement with The Bank of New York Mellon Tiust Company, N.A.,
located in Detroit, Michigan, as depositary (the “Depasitary™), the City of Muskegon
Heights and the County Treasurer of the County of Muskegon to provide for the
payment to the Depositary by such City and County Treasurer of such operating taxes
and the delinquencies thereon collected by them on behalf of the Issuer after the date of
such agreement. As additional security for payment of this note and in the event of the
delinquency of the Issuer in paying required principal of or interest on this note, the
State Treasurer is authorized to intercept up to but not more than all delinquent amounts
of principal and interest due on this note from state school aid pa
otherwise required to be made to the Issuer pursuant to th

payments.

The Issuer has entered into a Depositary Ag
Agreement with the Depositary to provide fi
taxes collected will be deposited for use tgre
note,

While this note is outstandirnff, the Issger Was the right to issue additional notes
only to the State of Michigan j
purpose of enabling the Issue

The Issuer cove i | perform and meet all requirements imposed
upon the Issuer as a g the Loan pursuant to Act 243 until this note is
paid in full.

The Isfer s Mesentment, demand, notice of dishonor, protest and notice
of non-payme regpect to this note.

The Principal Amount of this note has been disbursed for the benefit of the
Issuer by deposit into an account established in its name (the “Disbursement Account™)
at The Bank of New York Mellon Trust Company, N.A., (the “Disbursement
Depositary”) established pursuant to a Disbursement Depositary Agreement between
the Issuer and the Disbursement Depositary dated as of August 16, 2012, as
supplemented by the First Supplemental Agreement dated as of the date hereof (the
“Disbursement Depositary Agreement”), Moneys in the Disbursement Account shall
be the property of the Issuer. Unless the Disbursement Depositary has been advised
that an Event of Default has occurred and is continuing, the Disbursement Depositary
shall disburse to the Issuer out of the Disbursement Account the amount requisitioned
from time to time by the Issuer and approved by the State Treasurer, until the full
Principal Amount shall have been disbursed to the Issuer. Such disbursements shall be
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made from time to time upon presentation of, and pursuant to, a requisition certificate
executed by the Issuer in the form shown on Exhibit A attached to the Disbursement
Depositary Agreement or in a form approved by the State Treasurer. Disbursements
from the Disbursement Account shall be made upon the Disbursement Depositary’s
receipt of an executed requisition certificate in the described form, which requisition
certificate may be submitted electronically or by facsimile. The Disbursement
Depositary shall be entitled to rely on the on the truthfulness of each executed
requisition certificate in the prescribed form and shall have no duty to inquire into or
investigate the truth thereof, ’

It is hereby certified and recited that all acts, conditions and things required by
law to be done, precedent to and in the issuance of this note, exist have been done
and performed in regular and due form and time as required by law, that the total
indebtedness of the Issuer, including this note, does not gx stitutional,
charter or statutory debt limitation,

[Signature Page To Fojdaw
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IN WITNESS WHEREOF, the Issuer has caused this note to be signed in the
name of the Issuer by the manual signature of its Emergency Financial Manager, as of
the Date of Original Issue.

SCHOOL DISTRICT OF THE CITY
OF MUSKEGON HEIGHTS

County of Muskegon

State of Michigan

By

Donald B. Weatherspoon
Its: Emergency Financial el

54772:00001:1530875-1
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EXHIBIT A (Page 1 of Two)

Period
Ending

Prncipal

BOND DEBT SBRVICE

Muskegon Heights Public Schools

Bmergency Loan #2

Emergency Loan #2 — $3,500,000

Coupon

Tnterest

Debt Service

Annusl
Debt Service

05/ 172013
063072013
[1/0172013
050112014
05/3072014
110112044
050172015
063072015
L1/01R045
05/0172016
0513072016
1170112016
05/0122017
05/3012017
110172017
0540172018
063072018
114012018
05012019
0673072019
HAH09
05/01/2020
0673002020
1170172020
0501021
061307202
1170172021
03012022
037302022
1120172022
052082023
063012023
11012023
050112024
06/30/2024
110172024
05/0172025
0673022025
1012025

Um12027
03701721
0673000
110112028
057012020
064302029
117012029
05012030
0673042030
11012030
030172031
0643012031
118172031
050172032
06/3022032
110172032
05012033
0673072033
1170172033
050172034
%/30/2034
110172034
0500173035
0673042035

65,000

55,000

65,000

70,800

70,000

75,000

75,000

73,000

80,000

80,000

2,350%

2350%

2.350%

2.350%

2.350%

21,532.64

41,125.00
40,361.25

40,361.25
39,597.50

39,597.50
I8,813.75

38,833.75
BMIL25

33,011.25
37,188,715

37,188.75
36,307.50

665,00
31.255.00

31,255,00
20,845.00

29,.845.00
18,3625

18,375.25
26,907.5¢

26,907.50
25,380.00

25,380.00
23,852,350

13,852.50
22266.25

22266.25
20,621.28

2062125
18,97625

1897625
17,2725

17272.50
15,510.00

15.510.00
13,747.50

23,532.64

106,125,00
4636135

105,361.25
19,507.50

104,567.50
IRRINTS

108,833.75
3801125

33,605.00

113,605.00
32,665,00

152,665.00
31,255.00

151,255.00
29,845.00

154.245.00
28,376.25

153,376.25
26,907.50

156,907.50
25,380.00

155,380.00
23,852.50

158,852.50
2226625

162,26625
20,62125

160,621.25
18,976.25

163,97625
17,2720

167,272,530
15,510.00

16551000
13,747.30

23,532.64

146,436,25

144,958,

146,731.75

144,971.25

148, 150,00

146,270.60

1£3,920.00

18,100.00

18322125

180,283.75

182,287.50

179.232.50

181,118.75

182,887.50

179,591.50

18124875

182,782,50

179.257.50




BOND DEBT SERVICE

Muskegon Heighis Public Schools
Emergency Loan #2
Bmergency Loan #2 -- $3,500,000

Perlod
Ending Principat Caupart Inferest  Debt Servico

1170172035 155,000 2.350% 13,747.50 168,747.30

0570172036 11,926.25 1192625

063072036 18067375
1112036 160,000 2350% 11,926.25 171,92625

05/0172037 10,046,258 10,06.25

057302037 181,972.50
11/0172037 160,000 2.350% 10,046,25 170,046.25

05/0172038 8,166.23 8,166.25

0673072038 178,212.
1170172038 170,000 2350% 8,166.25 178,16625

05/01/2039 6,163.75 6,168.75

0573072039

{1A01/2039 170,000 2350% 6,168,73

0510172040 4,17.25

063072040

110172040 175,000 2.350% 4,171.25

050172041 2,115.00

063072041

112041 180,000 1350% 2,115.00

05/30/2042

3,500,000
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FUNDING CONDITIONS MEMORANDUM

THIS FUNDING CONDITIONS MEMORANDUM (“Memorandum”) dated January
18, 2013, is hereby made a part of and incorporated into that certain Emergency Loan Note
(General Obligation Limited Tax) 2012-13 Series I (the “Note™) dated the date hereof and
issued by the School District of the City of Muskegon Heights, County of Muskegon, State of
Michigan (the “Issuer”), to the State of Michigan (the “Lender”).

1. Terms. All capitalized terms contained in this Memorandum, unless otherwise
defined herein, shall have the meanings ascribed to such terms in the Note and all documents
executed pursuant thereto or in connection therewith.

2. Issuer’s Agreement. FEach of the following conditions shall be satisfied,
including that all documents shall be in form and substance satisfactory to the State Treasurer on
behalf of the Lender, in the sole discretion of the State Treasurer, unless waived by the State
Treasurer in writing:

(a) Issuer has entered into a Tax Intercept Agreement dated as of November 2,
2012 among the Issuer, The Bank of New York Mellon Trust Company, N.A., as depositary
(the “Depositary”), the City of Muskegon Heights, and the County Treasurer of the County
of Muskegon (the “Tax Intercept Agreement’). The executed agreement is attached hereto

as Exhibit A.

(b)  Issuer has entered into a Depositary Agreement dated as of November 2, 2012
(related to the Tax Intercept Agreement} between the Issuer and the Depositary. The
executed agreement is attached hereto as Exhibit B. .

(¢} Issuer has entered into a State Aid and Tax Pledge Agreement dated as of
August 16, 2012 among the Issuer, the Lender, and the State Treasurer. The executed
agreement is attached hereto as Exhibit C.

(d)  lssuer shall, not later than six (6) months after the date upon which the
emergency loan is disbursed to the Issuer, and every six (6) months after that date for the
period that the emergency loan is outstanding, submit to the State Treasurer and
Superintendent of Public Instruction an evaluation of the performance of the Issuer against
the long-range plan which was submitted pursuant to the Emergency Loan Board’s Order

2013-4.

(e) Issuer shall submit to the State Treasurer and Superintendent of Public
Instruction on a quarterty basis beginning April 15, 2013, for the immediately preceding
quarter all of the following:

i. A statement of actual revenues received by the Issuer in the last quarter of
the current fiscal year of the Issuer and in the current fiscal year of the
Issuer to date.



ii. A statement of total revenues estimated to be received by the Issuer in the
current fiscal year of the Issuer,

iii. A statement of expenditures made and encumbrances entered into by the
Issuer in the last quarter of the current fiscal year of the Issuer and in the
current fiscal year of the Issuer to date.

iv. A statement of revenues which were estimated to be received by the Issuer
and expenditures which were estimated to be made by the Issuer during
the current fiscal year of the Issuer and through the end of the last quarter
of the current fiscal year of the Issuer.

v. A balance sheet indicating whether total estimated expenditures for the
current fiscal year of the Issuer and for the last quarter exceed the total
estimated revenues for the current fiscal year of the Issuer and for the last
quarter, respectively. '

() Issuer shall submit annually by July 1 to the State Treasurer and
Superintendent of Public Instruction the general appropriations act of the Issuer and any
amendments to the general appropriations act of the Issuer adopted pursuant to Public Act 2
of 1968, as amended, the Uniform Budgeting and Accounting Act. An annual operating
budget of the School District shall not become effective until approved by the State
Treasurer, in consultation with the Superintendent of Public Instruction.

{g) Issuer shall certify annually by July 1 that it has fully complied with all
statutory requirements concerning the use of the uniform chart of accounts and audits as
promulgated by the Michigan Department of Education. '

(h)  Issuer shall, to the extent applicable, comply with the requirements of both of
the following:

1. Section 3 or 4 of Public Act 152 of 2011, the Publicly Funded Health
Insurance Contributions Act.

ii. Section 5 of Public Act 152 of 2011, the Publicly Funded Health
Insurance Contributions Act.

3. Default. Failure of the Issuer to comply with the terms of paragraph 2 above
shall constitute an Event of Default under the Note and the terms and conditions of this
Memorandum are incorporated in and made a part of the Note.

4. Waiver. It has been determined that the Issuer is not in compliance with the
requirements of paragraph 2(d) of the Funding Conditions Memorandum dated August 16, 2012
(the “2012 Memorandunt™) with respect to its Emergency Loan Note (General Obligation
Limited Tax) 2012-13 Series I (the “2012 Neote™) with respect to the filing of certain information
for the quarter ended September 30, 2012, for the reasons articulated by the Issuer to the Lender.
The Issuer issued the 2012 Note to evidence its obligation to repay an emergency loan made to it
by the Lender on August 16, 2012 for the purpose of enabling the Issuer to meet its financial



obligations (the “Loan”). The Lender has determined not to modify the terms of the Loan in
accordance with the authority of Section 7(2) of the Emergency Municipal Loan Act, but rather
has determined to waive, and hereby waives, compliance with the requirements of paragraph
2(d) of the 2012 Memorandum until April 15, 2013. This waiver shall not extend to or affect any
other existing or any subsequent need for approval or waiver, or impair any rights or remedies
consequent thereto. It shall not be deemed to be a waiver of any other rights, remedies or
privileges of the Lender under the 2012 Memorandum or the 2012 Note. The Issuer hereby
acknowledges and agrees that all terms, conditions and provisions of the 2012 Memorandum and
the 2012 Note, other than as specifically waived above, continue in full force and effect and

remain unaffected and unchanged.

[Signature Page to Follow]



SCHOOL DISTRICT OF THE
CITY OF MUSKEGON HEIGHTS

County of Muskegon
State of Michigan

k)w&/u\ % %\)W/%P\D'\Qm»\w\
Donald B. Weathmspoon
Emergency Financial Manager

STATE OF MICHIGAN

%@74;;/

Th/omas F. Saxton
Deputy State Treasurer
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: NON-LITIGATION AND
SIGNATURE IDENTIFICATION CERTIFICATE

STATE OF MICHIGAN
COUNTY OF MUSKEGON

I hereby certify that I am the duly qualified and appointed Emergency Financial
Manager of the School District of the City of Muskegon Heights, in the County and State
aforesaid (the “Issuer”), as herein indicated, and that I did officially sign the $3,500,000
School District of the City of Muskegon Heights Emergency Loan Note (General
Obligation Limited Tax), 2012-13 Series II, dated January 18, 2013, and delivered
herewith (the “Note”); that T am on the date hereof the Emergency Financial Manager
having authority to execuie and deliver the Note; that to the best of my knowledge after.
due inquiry of the Issuer's litigation attorney, there is no litigation of any nature pending
against the Issuer for the purpose of restraining or enjoining the issuance of the Note, nor
directly affecting the proceedings or authority by which the Note is issued, the legality of
the purpose for which the Note is issued, or the validity of the Note; that neither the
existence of the Issuer nor the title of the present officers of the Issuer to their respective
offices is being contested to the best of my knowledge and information; that to the best of
my knowledge there is no litigation pending against the Issuer that indirectly or
collaterally affects any of the foregoing; and that none of the proceedings heretofore
taken to authorize the issuance of the Note and to provide security therefor has been
repealed, revoked or rescinded.

Dated: January 18, 2013

SIGNATURE TITLE

\\ MJ\ _Q’)\A Q,o\i?{w m@mq\ Emergency Financial Manager

Donald B. Weather spoon

STATE OF MICHIGAN )

) ss.
COUNTY OF Y A/ v )

On this /¥  day of Qﬁmaﬁu{, , 20 /3 before me appeared the
Emergency Financial Manager of the School TSistri 1ct of the City of Muskegon Heights,

County of Muskegon, Michigan, to me personally known, who, by me duly sworn, did
say he has executed the Certificate, and I acknowledge his signature as true and genuine.

@&Wf ?( Qéﬁkaz/”/

Notary Public (ﬁtate of MlC %an County of (ot 79—
My Commission Expires: B AT
Acting in the County of«
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CERTIFICATE OF RECEIPT OF LOAN

I hereby certify that I am the duly qualified and appointed Emergency Financial
Manager of the School District of the City of Muskegon Heights (the “School District”),
County of Muskegon, Michigan, and I further certify and acknowledge tha£ the proceeds
of the Emerlgency Loan Note (General Obligation Limited Tax) 2012-13 Series II in the
amount of $3,500,000 have been deposited with the Bank of New York Mellon Trust
Company, N.A. (the “Depositary”) pursuant to the Disbursement Depositary Agreement
between the School District and the Depositary dated as of August 16, 2012, as

supplemented by the First Supplemental Agreement dated as of the date hereof.

School District of the City of Muskegon Heights

County of Muskegon
State of Michigan

\\
\’QWF@ ﬁ)j \IQDX?& Q\RJ\.«\@/Q\M
Donatd B. Weatherspoon
Its: Emergency Financial Manager

Dated: January 18, 2013
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UNITED STATES OF AMERICA
STATE OF MICHIGAN
COUNTY OF MUSKEGON

SCHOOL DISTRICT OF THE CITY OF MUSKEGON HEIGHTS

COGNOVIT
Relating To
EMERGENCY LOAN NOTE
(General Obligation Limited Tax)
2012-13 Series 1T

The SCHOOL DISTRICT OF THE CITY OF MUSKEGON HEIGHTS, County of
Muskegon, State of Michigan (the “Issuer”), has issued its Emergency Loan Note (General
Obligation Limited Tax), 2012-13 Series II, dated January 18, 2013, in the face principal amount
of $3,500,000 (the “Neote”), acknowledging itself to owe and for value received promising to
pay to the State of Michigan (the “State™) the amounts, at the times and with interest thereon as
specified in the Note. In the event of any non-payment of principal of or interest on the Note
when due, the State has the right to declare all amounts under the Note to be immediately due
and payable, without notice or demand. The Issuer waives presentment, demand notice of
dishonor, protest and notice of non-payment with respect to the Note.

In connection with the Note and to secure repayment of the Note, the Issuer hereby
irrevocably and unconditionally authorizes the Attorney General of the State of Michigan,
including any licensed attorney who is a member of the State of Michigan Department of
Attorney General, to appear in any court of record of the State of Michigan at any time after
amounts under the Note have become due and remain unpaid, whether by acceleration or
otherwise, (a) based on this cognovit instrument and in accordance with Section 2096 of the
Revised Judicature Act, Act No. 236 of the Michigan Public Acts of 1961, as amended (the
“RJA”) (MCL 600.2906), to confess a judgment against the Issuer in favor of the State for the
principal amount of the Note then due and with the interest thereon then due as specified in the
Note (collectively, the “Amounts Due and Unpaid”), (b)to consent to the State bringing an
action to obtain a judgment against the Issuer for the Amounts Due and Unpaid based on this
cognovit instrument and an attorney’s confession of judgment and (c) to waive prior notice of the
judgment, the right to a trial on the indebtedness, and the right to an appeal from such judgment.

The Issuer acknowledges that if it does not pay any Amounts Due and Unpaid under
the Note on time, by signing this cognovit instrument: it gives up its right to netice and
court trial with respect thereto, a court judgment may be taken against it for the Amounts
Due and Unpaid in accordance with such Section 2096 without its prior knowledge, and the
powers of a court can be used to collect the Amounts Due and Unpaid from it, including the
power to enter a judgment which could be satisfied against the Issuer in accordance with
Section 6094 of the Revised Judicature Act, Public Act 236 of 1961, as amended or any

other applicable law.



IN WITNESS WHEREOF, the Issuer, by Order 2013-1, has caused this cognovit
instrument to be signed in the name of the Issuer by the manual signature of its Emergency
Financial Manager, as of January 18, 2013, the Date of Original Issue of the Note.

Dated: January 18, 2013 -

SCHOOL DISTRICT OF THE CITY OF
MUSKEGON HEIGHTS

County of Muskegon
State of Michigan

N

Donald B. Weatherspoon
Its: Emergency Financial Manager
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FOSTER SWIFT COLLINS & SMITH PC |} ATTORNEYS Lansing | Farmington Hills [ Grand Rapids | Detroit | Marquette | Holland

January 18, 2013

School District of the City of Muskegon Heights
County of Muskegon
State of Michigan

Ladies and Gentlemen:

We have acted as counsel to the School District of the City of Muskegon Heights, County
of Muskegon, State of Michigan (the "District"), in connection with the issuance of its note in
the principal amount of $3,500,000, designated Emergency Loan Note (General Obligation
Limited Tax), 2012-13 Series II (the "Note"), for the purpose described in the Note. This
opinion is being rendered at the request of the District and the State Treasurer of the State of
Michigan.

We have examined the transcript of proceedings relating to the issuance by the District of
the Note. The Note was signed and delivered by the Emergency Financial Manager of the
District on its Date of Original Issue, January 18, 2013, and is payable as to principal and
interest, and is subject to payment prior to maturity, in the manner and at the times specified in
the Note. The Note was authorized by (i) the Emergency Manager of the District pursuant to an
order issued by him on August 3, 2012 (the "Authorizing Order") under the authority granted to
the Emergency Manager under Act No. 4, Public Acts of Michigan, 2011 ("Acf 4"}, and (ii) the
Emergency Financial Manager of the District pursuant to a ratifying order issued by him on
August 16, 2012, as supplemented by an order of the Emergency Financial Manager issued on
the date hereof, under the authority granted to the Emergency Financial Manager under Act No.
72, Public Acts of Michigan, 1990, as amended ("Acf 72").

In providing these opinions, we have examined the following documents:
(A)  the Note as executed,

~(B) the Funding Conditions Memorandum dated the date hereof between the District
and the State of Michigan (the "Funding Conditions Memorandum"),

(C)  the Cognovit instrument dated as of the date hereof of the District relating to the
Note (the "Cognovit'"),

(D)  State Aid and Tax Pledge Agreement dated as of August 16, 2012 among the

District, the State of Michigan and the State Treasurer of the State of Michigan (the "Pledge
Agreement"},

fosterswift.com
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January 18, 2013
School District of the City of Muskegon Heights
Page 2

(E)  Tax Intercept Agreement (the "Tax Intercept Agreement”) dated as of
November 2, 2012 among the District, the City of Muskegon Heights, the County Treasurer of
the County of Muskegon and The Bank of New York Mellon Trust Company, N.A.; and

(F)  Depositary Agreement dated as of November 2, 2012 between the District and
The Bank of New York Mellon Trust Company, N.A. (the "Depositary Agreement"),

Tn rendering the opinions set forth paragraph 1 and 2 below, we have relied upon the
assumptions (which we have independently investigated or verified) that: (i) Donald B.
Weatherspoon currently is and since August 8, 2012 has been the duly appointed and qualified
Emergency Financial Manager of the District pursuant to Act 72, and (ii) Donald B.
Weatherspoon was the duly appointed and qualified Emergency Manager of the District pursuant
to Act 4 during the period beginning immediately before he issued the Authorizing Order and
ending at the time of the suspension of the effectivencss of Act 4 as a matter of law on August 8,
2012, As to questions of fact material to our opinion, we have relied on the certified proceedings
and other certifications of public officials and others furnished to us.

Based upon the foregoing, we are of the opinion that, under existing law:

1. The Note has been duly authorized and executed by the District and is a legal,
valid and binding general obligation of the District.

2, The Funding Conditions Memorandum, the Cognovit, the Pledge Agreement, the
Tax Intercept Agreement and the Depositary Agreement (the "Financing Documents") have
been duly authorized and executed by the District and each is a legal, valid and binding
obligation of the District in accordance with its terms.

3. All taxable propetty within the boundaries of the District is subject to taxation for
payment of the Note, subject to applicable constitutional, statutory and charter tax rate
limitations.

The rights and remedies of the registered noteholder with respect to the Note, the
Funding Conditions Memorandum and the Cognovit may be affected by bankruptcy, insolvency,
fraudulent conveyance or other laws affecting creditors’ rights generally, now existing or
hereafter enacted, and by and to the application of general principles of equity, including those
relating to equitable subordination,

These opinions are given only as of the date hereof and do not contemplate, and no opinion
is given with respect to, future events or subsequent changes in law or fact.
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School District of the City of Muskegon Heights
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This opinion letter is being furnished only to the addressee hereof and is solely for its
benefit in connection with the transactions contemplated by the Note and the Financing
Documents. In addition, the State of Michigan may rely on this opinion letter in making the Loan
(as defined in the Note). This 0p1n1011 letter may not be relied upon for any other purpose, or
relied upon by any other person, firm or corporation for any purpose, and may not be quoted,
published or otherwise disseminated, in each case without our prior written consent.

Very truly yours,

s o ﬁ;f,-«;:fr/ (s & Shpethe, /C

Foster, Swift, Collins & Smith, P.C.

54772:00001:1505799-4
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STATE OF MICHIGAN
DEPARTMENT OF ATTORNEY GENERAL

40

P.O. Box 30754
F =2

LANSNG, MICHIGAN 48909

BILYL SCHUETTE
ATTORNEY GENERAL

January 18, 2013

Mr. Andy J. Dillon, State Treasurer
Austin Building _

430 West Allegan St.

Lansing, MI 48922

Dear Mr. Dillon:

Re:  School District of the City of Muskegon Heights, Muskegon County, Michigan,
Emergency Loan Note (General Obligation Limited Tax) 2012-13 Series Il

I have caused to be examined certified copies of the proceedings (the “Closing
Transcript™) and other documents relating to the issuance by the School District of the City of
Muskegon Heights, Muskegon County, Michigan, of its note designated “Emergency Loan Note
(General Obligation Limited Tax) 2012-13 Series I1.” Said note is in the denomination of Three
Million Five Hundred Thousand Dollars ($3,500,000), dated January 18, 2013, bearing interest
at the initial rate of 2.35% per annum, and thereafter the interest rate may be adjusted at such
times and by such amount as the Local Emergency Financial Assistance Loan Board (the “ELB
Board”) may determine. The accrued interest on the note shall be paid first on May 1, 2013 and
semi-annually on each May 1 and November 1 thereafter. The principal balance on the note shall
be repaid in 30 consecutive annual installments each on November 1% of the year 2013 through
2041. The School District has the right to pay all or part of the principal and accrued interest on
‘the note at any time prior to maturity without penalty or premium. Prepayments shall be credited
to principal payments in direct order of maturity.

The documentation for this loan is consistent with and demonstrates compliance with the
statutory authority for the making of this loan by the EILB Board pursuant to the Emergency
Municipal Loan Act, 1980 PA 243, as amended, MCL 141.931 ef seq. When you are satisfied
with the documents in the Closing Transcript, the loan proceeds can be transmitted by the
Department of Treasury into an account established for the benefit of the School District at
The Bank of New York Mellon Trust Company, N.A., (the “Disbursement Depositary”) pursuant
to the Disbursement Depositary Agreement dated as of August 16, 2012, as supplemented by the



Mzr. Andy F. Dillon
Page 2
January 18,2013

First Supplemental Agreement dated as of the date hereof, between the School District and the
Disbursement Depositary to complete the closing of this loan.

Sincerely‘yours,
Bill Schustte
Attorney General

%Mﬁ%;g MV

Shenique A. Moss
Assistant Attorney General
Finance Division :
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FINAL TRANSCRIPT CERTIFICATE OF SCHOOL DISTRICT

The undersigned, being the duly qualified and appointed Emergency Financial
Manager of the School District of the City of Muskegon Heights, Muskegon County,
Michigan, hereby certifies that:

1. The documents described and contained in the foregoing transcript
relating to the issuance by the School District of the City of Muskegon Heights
Emergency Loan Note (General Obligation Limited Tax) 2012-13 Series II, dated as of
the date of delivery thereof, in the principal amount of $3,500,000, insofar as the same
constitute proceedings, records and other documents of the School District, are true
copies of the originals or certified copies thereof and have not been amended, modified or
supplemented except as therein permitted and as set forth in the foregoing transcript, and
remain in full force and effect without change as of the date hereof.

2. At the times of the taking of the various proceedings and execution of the
various records and documents by the School District, which are contained in the
foregoing transcript, the person named therein as being the Emergency Manager or
Emergency Financial Manager of the School District was such duly designated, qualified
and acting official of the School District in such capacity.

School District of the City of Muskegon Heights

Donald B. Weatherspoon 0
Its; Emergency Financial Manager

Dated: January 18,2013
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DISBURSEMENT DEPOSITARY AGREEMENT

Betweéei
The School District of the City of Muskegon Heights

and

The Bank of New York Mellon Trust Company, N.A.,
as Depositary

Dated as of August 16, 2012



Disbursement Depositary Agreement

This Disbursement Depositary Agreement is dated as of August 16, 2012 (this
“Agrecment”) and is between the School District of the City of Muskegon Heights,
County of Muskegon, State of Michigan (the “School District”), and The Bank of New
York Mellon Trust Company, N.A., a national banking association duly established and
validly existing under and by virtue of the laws of the United States, with its corporate
trust office located in Detroit, Michigan, as Depositary (the “Depositary”).

WITNESSETH:

WHEREAS, the School District has determined that it is desirable and in the best
interests of the School District to provide for the deposit of $7,650,000 from Emergency
Loan with the Depositary, to be held on behalf of the School District and to be invested
solely in investments authorized under applicable law, as determined by the School
District; and

WHEREAS, the Depositary has determined that it is willing to enter into this
Agreement and to carry out the duties set forth herein.

NOW, THEREFORE, in consideration of the covenants and agreements herein
contained, and for other good, fair and valuable considerations and reasonably equivalent
value, the receipt and sufficiency of which are hereby acknowledged by the parties
hereto, the Depositary and the School District do agree as follows, intending to be legally
bound:

Section 1. Establishment of Account

The School District hereby deposits with the Depositary the sum of $7,650,000 to
be held by the Depositary. The Depositary accepts said sum and agrees to establish and
maintain a separate account {the “Account”) therefore in its capacity as Depositary,
acting as a custodian for the benefit of the School District, pursuant to the terms of this
Agreement. The Account established hereby shall remain the property of the School
District. Subaccounts may be established within the Account when deemed necessary or
convenient by the School District or the Depositary. The Depositary shall have custody
of the Account, which shall be held on behalf of the School District and kept separate
from the other assets of the Depositary, and the money on deposit in the Account shall be
held, invested and disbursed as directed by the School District pursuant to this
Agreement. '

Section 2. . Investments

(2) The Depositary agrees to invest and reinvest funds in the Account as-
directed by the Emergency Financial Manager of the School District or his/her successor



as the chief executive officer of the School District (together with any authorized agent of
the School District so designated in writing by such Emergency Financial Manager or
such successor chief executive officer of the School District, the “Authorized Officer”)
in writing in a Permitted Investment (as defined below). The Authorized Officer of the
School District shall be authorized to give the Depositary investment instructions.

“Permitted Investments” shall mean securities in which a School District may .
invest under the Public Act 451 of 1976, as amended, The Revised School Code, and
subject to the limitations and procedures set forth therein. '

(b) The School District recognizes and agrees that the Depositary will not
provide supervision, recommendations or advice relating to either the investment of
moneys held in the Account or the purchase, sale, retention or other disposition of any
Permitted Investment. The School District shall be solely responsible for complying with
the provisions of any law, rule or regulation concerning the investment of public funds.
Famings on Permitted Investments shall be added to the Account. Absent directions
from the School District, funds are to be invested in Dreyfus Treasury and Agency Cash
Management Money Market Fund. The Depositary shall be under no obligation to invest
moneys in the Account other than as directed by the School District. Any loss or expense
incurred as a result of an invesiment will be borne by the Account.

(c) The Depositary is hereby authorized to trade with itself and any affiliated
entity in the purchase and sale of securities for investment, and is authorized to execute
purchases and sales of Permitted Investments through the facilities of its own trading or
capital markets operations or those of any affiliated entity. The Depositary shall send
statements to the School District on a monthly basis reflecting activity in the Account for
the preceding month. Although the School District recognizes that it may obtain a broker
confirmation or written statement containing comparable information at no additional
cost, the School District hereby agrees that confirmations of Permitted Investments are
not required to be issued by the Depositary for each month in which a monthly statement
is rendered.

(d) The School District acknowledges and agrees that the delivery of the
funds held hereunder is subject to the sale and final settlement of Permitted Investments.
Proceeds of a sale of Permitted Investments will be delivered on the business day on
which the appropriate instructions are delivered to the Depositary if received prior to the
deadline for same day sale of such Permitted Investments. If such instructions are
received after the applicable deadline, proceeds will be delivered on the next succeeding
business day. '

Section 3. Disbursement of Account

Moneys deposited in the Account shall be paid out from time to time by the
Depositary within two business days after receipt by the Depositary of a direction of the
School District, properly completed and executed in substantially the form of Exhibit A
attached hereto or in a letter or memo form acceptable to the Depositary. .



Section 4, Concerning the Depositary

Notwithstanding any provision contained herein to the contrary, the Depositary,
including its officers, directors, employees and agents, shall:

(a) not be liable for any action taken or omitted under this Agreement so long
as it shall have acted in good faith and without gross negligence;

) have no responsibility to inquire into or determine the genuineness,
authenticity, or sufficiency of any securities, checks, or other documents or instruments
submitted to it in connection with its duties hereunder; '

(c) be entitled to deem the signatories of any documents or instruments
submitted to it hereunder as being those purported to be authorized to sign such
documents or instruments on behalf of the School District, and shall be entitled to rely
upon the genuineness of the signatures of such signatories, if as shown in the School
District provided Incumbency Certificate, without inquiry and without requiring
substantiating evidence of any kind;

(d) have no responsibility or liability for any diminution in value of any assets
held hereunder which may result from any investments or reinvestment made in
accordance with any provision which may be contained herein;

(e} be entitled to compensation for its services hercunder as per Exhibit B
attached hereto, which is made a part hereof, and for reimbursement of its out-of-pocket
expenses including, but not by way of limitation, the fees and costs of attorneys or agents
which it may find necessary to engage in performance of its duties hereunder, all to be
paid by the School District, and the Depositary shall have, and is hereby granted, a prior
lien upon any property, cash, or assets of the Account, with respect to its unpaid fees and
nonreimbursed expenses, superior to the interests of any other persons or entities;

63 be entitled and is hereby granted the right to set off and deduct any unpaid
fees and/or nonreimbursed expenses from amounts on deposit in the Account;

(8) be, and hereby is indemnified and saved harmless, to the extent permitted
by law, by the School District from all losses, liabilities, costs and expenses, including
attorney fces and expenses, which may be incurred by it as a result of its acceptance of
the Account or arising from the performance of its duties hereunder, unless such losses,
liabilities, costs and expenses shall have been finally adjudicated to have resulted from
the bad faith or gross negligence of the Depositary, and such indemnification shall
survive its resignation or removal, or the termination of this Agreement;

(h) be under no obligation to institute any suit or action or other proceeding
under this Agreement or to enter any appearance in- any suit, action or proceeding in
which it may be a defendant or to take any steps in the enforcement of its rights and
powers hereunder, nor shall be deemed to have failed to take any such action, unless and



until it shall have been indemnified by the School District to its satisfaction against any
and all costs and expenses, outlays, counsel fees and expenses, and other disbursements,
including its own reasonable fees, and if any judgment, decree or recovery be obtained by
the Depositaty, payment of all sums due it, as aforesaid, shall be a first charge against the
amount of any such judgment, decree or recovery;

(1) have only those duties as are specifically provided herein and shall neither
be responsible for, nor chargeable with, knowledge of the terms and conditions of any
other agreement, instrument or document between the other parties hereto, in connection
herewith, This Agreement sets forth all matters pertinent to the Account, and no
additional obligations of the Depositary shall be inferred from the terms of this
Agreement or any other agreement. IN NO EVENT SHALL THE DEPOSITARY BE
LIABLE, DIRECTLY OR INDIRECTLY, FOR ANY (i) DAMAGES OR EXPENSES
ARISING QOUT OF THE SERVICES PROVIDED HEREUNDER, OTHER THAN
DAMAGES WHICH RESULT FROM THE DEPOSITARY'S FAILURE TO ACT IN
ACCORDANCE WITH THE STANDARDS SET FORTH IN THIS AGREEMENT, OR
(i) SPECIAL, PUNITIVE OR CONSEQUENTIAL DAMAGES, EVEN IF THE
DEPOSITARY HAS BEEN ADVISED OF THE POSSIBILITY OF SUCH DAMAGES;

() have the right, but not the obligation, to consult with counsel of choice and
shall not be liable for action taken or omitted to be taken by Depositary either in
accordance with the advice of such counsel or in accordance with any opinion of counsel
to the School District addressed and delivered to the Depositary;

(k) not have any liability or obligation with respect to any failure or delay in
the performance of its obligations under this Agreement arising out of or caused, directly
or indirectly, by circumstances beyond its reasonable control, including, without
limitation, acts of God; earthquakes; fires; floods; wars; civil or military disturbances;
sabotage; epidemics; riots; interruptions, loss or malfunctions of utilities, computer
(hardware or software) or communications services; accidents; labor disputes; acts of
civil or military authority or governmental actions; it being understood that the
Depository shall use reasonable efforts which are consistent with accepted practices in
the banking industry to resume performance as soon as practicable under the
circumstances; and

(D have the right to perform any of its duties hereunder through agents,
attorneys, custodians or nominees, and shall not be responsible for the misconduct or
negligence of such agents, attorneys, custodians and nominees appointed by it with due
care.

The Depositary agrees to accept and act upon instructions or directions pursuant to
this Agreement sent by unsecured e-mail, facsimile transmission or other similar
unsecured electronic methods, provided, however, that the School District shall provide
to the Depositary an incumbency certificate listing designated persons with the authority
to provide such instructions, which incumbency certificate shall be amended whenever a
person is to be added or deleted from the listing, If the School District elects to give the



Depositary e-mail or facsimile instructions (or instructions by a similar electronic
method) and the Depositary in its discretion elects to act upon such instructions, the
Depositary’s understanding of such instructions shall be deemed controlling. The
Depositary shall not be liable for any losses, costs or expenses arising directly or
indirectly from the Depositary’s reliance upon and compliance with such instructions
notwithstanding such instructions conflict or are inconsistent with a subsequent written
instruction. The School District agrees: (i) to assume all risks arising out of the use of
such electronic methods to submit instructions and directions to the Depositary, including
without limitation the risk of the Depositary acting on unauthorized instructions, and the
risk of interception and misuse by third parties; (ii) that it is fully informed of the
protections and risks associated with the various methods of {rarismitting instructions to
the Depositary and that there may be more secure methods of transmitting instructions
than the method(s) selected by the School District; and (iii) that the security procedures
(if any) to be followed in connection with its transmission of instructions provide to it'a
commercially reasonable degree of protection in light of its particular needs* and
circumstances,

. Any banking association or corporation into which the Depositary may be merged,
converted or with which the Depositary may be consolidated, or any corporation resulting
from any merger, conversion or consolidation to which the Depositary shall be a party, or
any banking association or corporation to which all or substantially all of the corporate
trust business of the Depositary shall be transferred, shall succeed to all the Depositary's
rights, obligations and immunities hereunder without the execution or filing of any paper
or any further act on the part of any of the parties hereto, anything herein to the contrary
notwithstanding.

Section 5. Resignation or Removal of Depositary

The School District or the Depositary may terminate this Agreement by giving
thirty (30) days prior written notice to the other party. The School District shall require
prior consent of the Michigan Department of Treasury to terminate this Agreement or
substantially change EXHIBIT A. In such event, the duties of the Depositary shall
terminate (30) days after receipt of such notice (or as of such earlier date as may be
mutually agreeable) and the Depositary shall then deliver the balance of the moneys or
assets then in its possession to the School District or as the School District shall direct.

Section 6. Notices

Any notice or request to be given in connection with any of the terms or provisions
of this Agreement shall be in writing and be given in person, by facsimile transmission,
courier delivery service or by mail, and shall become effective (a) on delivery if given in
person, (b) on the date of delivery if sent by unsecured e-mail, facsimile transmission or
other similar unsecured electronic methods or by courier delivery service, or (c) four
business days after being deposited in the mails, with proper postage for first-class
registered or certified mail, prepaid. A copy of any notice shall be sent to the Michigan
Department of Treasury.



Until notified in writing by the appropriate party of a change to a different address,
notices shall be addressed as follows: :

(1) if to the School District:
School District of Muskegon Heights
2603 Leahy St. :
Muskegon Heights, Michigan 49444
Attention: Donald Weatherspoon

Fax Number: (231) 830-3560 .

(1)  ifto the Depositary:

The Bank of New York Mellon Trust Company, N.A.
719 Griswold Street, Suite 930

Detroit, Michigan 48226

Attention: Corporate Trust Division

Fax Number: (313) 967-5190

With a copy fo:

Michigan Department of Treasury’
430 W. Allegan Street

Lansing, MI 48922

Attention: Bureau of State and Authority Finance

Fax Number: (517) 241-9509

Section 7. Governing Law, Counterparts

This Agreement shall be construed in accordance with the laws of the State of
Michigan. It may be executed in several counterparts, each one of which shall constitute
an original and all collectively shall constitute but one instrument.

Section §. Amendment, Modification or Waiver



This Agreement may be amended or modified and any term of this Agréement may
be waived if such amendment, modification or waiver is in writing and signed by all
parties.

Section 9. Assignments of Interests

No assignment of the interest of either of the parties hereto shall be binding in the
absence of the written consent of the other party.

Section 10.  Waiver of Trial by Jury

Each party hereto hereby agrees not to elect a trial by jury of any jssue triable of
right by jury, and waives any right to trial by jury fully to the extent that any such right
shall now or hereafter exist with regard to this Agreement, or any claim, counterclaim or
other action arising in connection herewith. This waiver of right to trial by jury is given
knowingly and voluntarily by each party, and is intended to encompass individually each
instance and each issue as to which the right to a trial by jury would otherwise accrue.

Section 11.  Governing Law

This agreement shall be governed by and construed and interpreted in accordance
with the laws of the State of Michigan, notwithstanding its conflict of laws principles or
any other rule, regulation or principle that would result in the application of any other
state’s law. '



IN WITNESS WHEREOF, the parties have been duly executed this Depositary
Agreement as of the date first above written.

School District of the City of Muskegon
Heights, County of Wayne
State of Michigan

%m\rw\ B q!\)oﬁ@\afﬁm\

Name:
Its Emergency Financial Manager

The Bank of New York Mellon Trust
Company, N.A., as Depositary

By .
Name: Allen L. Golson
Its Vice President

Agreement Approved by:

MICHIGAN DEPARTMENT OF TREASURY

By: | 2%& Z S;ﬂﬁs‘

Name: ‘
Title: ]>~a.bv.:'|’:.. .( ‘et mugm
| p—.




IN WITNESS WHEREOQF, the parties have been duly‘ executed this Depositary
Agreement as of the date first above Writtgn. , '

Agréement Approved by: .

School Distriet of the City of Muskegon
Heights, County of Wayne :
State of Michigan

By
Name: _
Its Emergency Financial Manager

The Bank of New York Mellon Trust
Company, N.A., as Depositary

By _ Nedard
Name: Nan L. Packard
Its Vice P_resident' '

MICHIGAN DEPART_MENT OF TREASURY

By:

Name:
Title:




EXHIBIT A

REQUISITION CERTIFICATE
TO: The Baﬁk of New York Mellon Trust Company, N.A., as Depository
() (fag
CC: Michigan Department of Treasury (“Treasury”)
FROM School District of the City of Muskegon Heights (the “School District™)

SUBJECT:  Depository Account Requisitioﬁ Certificate

This represents the School District’s Requisition Certificate No. ____ in the total amount
of § to pay certain expenses of the School District.

The School District certifies to the Trustee:

1. No funds are expected to be available to the School District to pay such expenses,
other than the proceeds requested in this Requisition Certificate.
2. Such expenses have not been inchided in any previous Requisition Certificate to
‘the Depository.
3. The School District’s receipt and expenditures of the monies requested in this

Requisition Certificate will be properly recorded in accordance with state and
federal law and generally accepted accounting principles for municipalities.

4. The monies requested herein are necessary to pay the following categories of
current expenses of the School District expected to be paid within the next fifieen
(15) days (complete for all that apply):
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The undersigned further certifies that the School District has spent or reasonably
expects to spend within the next thirty (30) days, all monies it received pursuant
to any previous Requisition Certificate.

Signed on August 16, 2012 THE SCHOOL DISTRICT OF THE CITY
OF MUSKEGON HEIGHTS

By:

Name:

Its Emergency Financial Manager

MICHIGAN DEPARTMENT OF TREASURY

By:

Name:

Title:

School District of the City of Muskegon Heights

Wire Instructions
As of August 16,2012

Bank Name:

Bank/Branch Location:

ABA/ Routing #: ' _

Name of Account School District of the City of Muskegon Heights General

Checking Acct#: B

Bank Contact .
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EXHIBITB
Fee Schedule

See Attached
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THE BANK OF NEW YORK MELLON

The Bank of New York Meilen Trust Company, NA,
The Bank of New York Mellon Trust Company, N.A.
Depositary Account for

Muskegon Heights Public Schools
Fee Schedule

i

The Bank of New York Mellon Trust Company, N.A. (BNYMTC) as Depositary Agent shall be
entitled to payment of the fees, expenses and charges as set forth in this Fee Schedule.

ANNUAL ADMINISTRATIVE FEE $600
The Annual Administrative fee covers the duties and responsibilities related to account administration,

which may include maintenance of accounts on various systems, collection, investment, and payment
of funds, and the monitoring of document compliance.

ACCEPTANCE & LEGAL FEES Waived

We intend to review the contracts and all supporting documentation internally. There is no additional
amount charged for the ordinary services we provide in conducting the initial legal review of the
confracts and supporting documentation.

INVESTMENT COMPENSATION

With respect to investments in money market mutual funds for which BNYMTC provides shareholder
services, BNYMTC (or its affiliates) may receive and retain fees from the mutual funds (or their
affiliates) for shareholder services as set forth in the Autborization and Direction to BNYMTC to
Invest Cash Balances in Money Market Mutual Funds.

MISCELLANEOQOUS FEES / OUT-OF-POCKET EXPENSES

The annual administration fees quoted above are anticipated to cover all normal miscellaneous fees
and out of pocket expenses. However, the fees for performing extraordinary or other services not
contemplated at the time of the execution of the transaction or not specifically covered elsewhers in
this schedule will be commensurate with the service to be provided and may be charged in
BNYMTC’s sole discretion. These extraordinary services may include, but are not limited to,
supplemental agreements, sinking fund redemptions, the preparation of special or interim reports,
custody of collateral, termination of an engagement, statutory filing charges, UCC amendments,
continuations, and termination fees; and expenses of BNYMTC’s representative(s) and Counsel for
attending special meetings. Counsel, accountants, special agents and others will be charged at the
actual amount of fees and expenses billed. Out-of-pocket expenses may include, but are not limited to,
telephone; facsimile; courier; copying; postage and supplies.
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THE BANKOF NEW YORK MELLON

- The Bank of New York Mellon Trust Company, N.A.
The Bank of New York Mellon Trust Company, N.A.

TERMS AND DISCLOSURES

TERMS OF PROPOSAL

Final acceptance of the appointment as trustee under the Indenture is subject to approval of authorized
officers of BNYMTC and full review and execution of all documentation related hereto. Please-note
that if this transaction does not close, you will be responsible for paying any expenses incurred,
including Counsel fees. We reserve the right to terminate this offer if we do not enter into final
written documents within three months from the date this document is first transmitted to you. Fees
are guaranteed for the life of the engagement,

MISCELLANEOUS

The terms of this Fee Schedule shall govern the matters set forth herein and shall not be superseded or
modified by the terms of the Indenture. This Fee Schedule shall be governed by the laws of the State _
of Michigan without reference to laws governing conflicts, BNYMTC and the undersigned agree to :
jurisdiction of the federal and state courts located in the City of Detroit, State of Michigan.

CUSTOMER NOTICE REQUIRED BY THE USA PATRIOT ACT

To help the US government fight the funding of terrorism and money laundering activities, US
Federal law requires all financial institutions to obtain, verify, and record information that identifies
each person (whether an individual or organization) for which a relationship is established.

What this means to you: When you establish a relationship with BNYMTC we will ask you to
provide certain information (and documents) that will help us to identify you. We will ask for your
organization’s name, physical address, tax identification or other government registration number and
other information that will help us to identify you. We may also ask for a Certificate of Incorporation
or similar document or other pertinent identifying documentation for your type of organization,

PUBLIC USE



First Supplemental Agreement

This First Supplemental Agreement is dated as of January 18, 2013 (this “First
Supplemental Agreement”) and is entered into between the School District of the City of
Muskegon Heights, County of Muskegon, State of Michigan (the “School District”), and
The Bank of New York Mellon Trust Company, N.A., a national banking association
duly established and validly existing under and by virtue of the laws of the United States,
with its corporate trust office located in Detroit, Michigan, as Depositary (the
“Depositary”). This First Supplemental Agreement supplements the Disbursement
Depositary Agreement dated as of August 16, 2012 between the School District and the

Depositary (the “Original Agreement”).
WITNESSETH:

WHEREAS, the School District has determined that it is desirable and in the best
interests of the School District to provide for the deposit of $3,500,000 from its
Emergency Loan Note (General Obligation Limited Tax), 2012-13 Series II (the “Note™)
with the Depositary; and

WHEREAS, the School District and the Depositary have agreed to enter into this
First Supplemental Agreement to supplement the Original Agreement and the Depositary
has agreed to carry out the duties set forth in the Original Agreement and herein. -

NOW, THEREFORE, in consideration of the compensation outlined in Exhibit
B of the Original Agreement, the School District and the Depositary hereby agree as
follows;

Section 1. Capitalized terms used in this First Supplemental Agreement and not
defined herein shall have the respective meanings given such terms in the Original
Agreement,

Section 2. The School District hereby deposits with the Depositary the sum of
$3,500,000 to be held by the Depositary. The Depositary accepts said sum and agrees to
deposit said amount in the Account established pursuant to the Original Agreement.

Section 3. All sums deposited in the Account pursuant to this First Supplemental
Agreement shall be invested and disbursed in accordance with Sections 2 and 3 of the
Original Agreement, respectively.

Section 4. This First Supplemental Agreement shall be governed by and
construed in accordance with the laws of the State of Michigan, notwithstanding its
conflict of laws principles or any other rule, regulation or principle that would result in
the application of any other state’s law.



Section 5. This First Supplemental Agreement may be executed in several
counterparts, each one of which shall constitute an original and all collectively shall
constitute but one instrument.

[Signature Page to Follow]



IN WITNESS WHEREOF, the parties have caused this First Supplemental
Agreement to be executed by their duly authorized representative as of the date first

writtent above.

SCHOOL DISTRICT OF THE CITY OF
MUSKEGON HEIGHTS

County of Muskegon
State of Michigan

By:

Donald B. Weatherspoon
Emergency Financial Manager

THE BANK OF NEW YORK MELLON
TRUST COMPANY, N.A., as Depositary

By:
Nan L. Packard
Vice President

Agreement Approved by:

MICHIGAN DEPARTMENT OF TREASURY

By:

‘Thomas F. Saxton
Deputy State Treasurer



IN WITNESS WHEREOVF, the parties have caused this First Supplemental
Agreement to be executed by their duly authorized representative as of the date first
written above.

SCHOOL DISTRICT OF THE CITY OIf
MUSKEGON HEIGHTS

County of Muskegon
State of Michigan

Donald B. Weathelspoon
Emergency Financial Manager

THE BANK OF NEW YORK MELLON
TRUST COMPANY, N.A., as Depositary

. )
Nan L. Packard
Vice President

Agreement Approved by:
MICHIGAN DEPARTMENT OF TREASURY

s 7S5

Thomas F. Saxton
Deputy State Treasurer
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STATE AID AND TAX PLEDGE AGREEMENT

This Agreement, dated as of August 16, 2012, is made by and among the SCHOOL
DISTRICT OF THE CITY OF MUSKEGON HEIGHTS, COUNTY OF MUSKEGON,
STATE OF MICHIGAN (the “Issuer”), the STATE OF MICHIGAN (the “Stafe”) and the
STATE TREASURER OF THE STATE OF MICHIGAN (the “State Treasurer”).

RECITALS:

WHEREAS, the State, acting through its Michigan Local Emergency Financial
Assistance Loan Board (the “Board”), has issued an order dated August 16, 2012 (the “Order”)
approving the acquisition of an Emergency Loan Note (General Obligation Limited Tax) 2012~
13 Series I (the “Initial Note” and collectively with any additional emergency loan note, or other
future parity debt, of the Issuer to the State, the “Note) of the Issuer, subject to the terms and
conditions of the Order; and

WHEREAS, pursuant to the Initial Note, the Issuer has pledged certain state school aid
payments and certain tax monies to be received by the Issuer for the payment of the principal of,
and interest on, the Note;

AGREEMENT:

NOW, THEREFORE, IN CONSIDERATION OF THE FOREGOING AND THE
MUTUAL COVENANTS SET FORTH IN THIS AGREEMENT, AND OTHER VALUABLE
CONSIDERATION, THE RECEIPT OF WHICH IS ACKNOWLEDGED, AND IN
ACCORDANCE WITH THE ORDER AND THE INITIAL NOTE, THE PARTIES TO THIS
AGREEMENT AGREE AS FOLLOWS:

Section 1 Intercept of Pledged Operating Tax Revenues.

. Section1.1  Pledge and Authorization for Intercept. In accordance with the Order
and the Initial Note, the Issuer hereby pledges to repayment of the Note, and authorizes the direct
deposit by third-parties of the proceeds of 100% of the operating taxes levied for the Issuer (the
“Operating Tax Revenues”) and the delinquencies thereon (the “Delinquent Operating Tax
Revenues” and collectively with the Operating Tax Revenues, the “Pledged Operating Tax
Revenues™), for application to the Note in accordance with its terms.




Section 1.2 The Depositary Agreement. In accordance with the Order and the Initial
Note, the Issuer hereby authorizes the State to enter into an account control agreement with a
depositary to be designated by the State (the “Depositary”) for the purpose of .establishing a
“lockbox” account (the “Account?) subject to control by the State, to receive the Pledged
Operating Tax Revenues, which agreement may designate and establish the duties of the
Depositary for the purpose of receiving and processing the Pledged Operating Tax Revenues in
the Account and for the purpose of providing sole and exclusive authority to the State to control
and to direct the processing and deposit of the Pledged Operating Tax Revenues received by the
Depositary directly to the State for payment of debt service on the Note in accordance with its

terms.

Section 1.3  The Tax Intercept Agreement. In accordance with the Order and the
Initial Note, the Issuer hercby agrees to enier info a Tax Intercept Agreement with the
Depositary, the City of Muskegon Heights, County of Muskegon, State of Michigan (the “City™)
and the County Treasurer (the “County Treasurer”) of the County of Muskegon, Michigan (the
“County”), to provide for the payment by the City of 100% of the Operating Tax Revenues that
the Issuer is entitled to receive from time to time from the City, and by the County Treasurer of
100% of the Delinquent Operating Tax Revenues that the Issuer is entitled to receive from time
to time from the County Treasurer, directly to the Depositary, for payment of debt service on the
Note in accordance with its terms.

Section2  -State Aid Intercept and Advance.

Section2.1  Pledge and Authorization for Intercept. In accordance with the Order
and the Initial Note, the Issuer hereby pledges to repayment of the Note, and authorizes the State
Treasurer to intercept, state school aid dedicated for distribution to the Issuer for the fiscal years
ending June 30, 2013 and thereafter, and for which the appropriation authorizing payment has
been made under the State School Aid Act of 1979, Act 94, Public Acts of 1980, as amended
(the “State School Aid Act”), for application to the Note in accordance with its terms.

Section 2.2  Direction to the State Treasurer. In accordance with the Order and the
Initial Note, the Issuer hereby requests and directs the State Treasurer to pay to or at direction of
the State, such portion of state school aid dedicated for distribution to the Issuer for the fiscal
years ending June 30, 2013 and thereafter, and for which the appropriation authorizing payment
has been made under the State School Aid Act, as necessary for payment of the Note, as from
time to time scheduled to be paid from such sources under the terms of the Note (“Direct

Payments”).

Section 2.3  Transfer by State Treasurer. On the date the State Treasurer pays state
school aid installments to local school districts and intermediate school districts for the fiscal
years ending June 30, 2013 and thereafter, as applicable, the State Treasurer shall, upon direction
from the State and as directed by the State, transfer pursuant to Section 2.4 all of the applicable
month’s Direct Payment otherwise to be received by the Issuer, notwithstanding any notice or
other communication of any kind to the contrary that he might receive from the Issuer.

STATE AID AND TAX PLEDGE AGREEMENT
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‘Section 2.4  Application of Direct Payments. The State shall apply each Direct
Payment that it receives from the State Treasurer pursuant to Section 2.3 as payment on the Note,
in accordance with its terms.

Section2.5  Authorization for Intercept and Advance. If on any due date for the
Note, amounts on the Note are due and unpaid, the State Treasurer is authorized to intercept
and/or advance all state school aid payments which are dedicated for distribution to the Issuer or
for which the appropriation authorizing payment has been made under the State School Aid Act.

Section 3 Application of Intercepted and Advanced Funds. The State shall apply
any intercepted or advanced funds that it receives under this Agreement to payment of the Note,
in accordance with its terms. '

Section 4 Irrevocable Agreement; Termination, This Agreement shall be
irrevocable. This Agreement shall terminate upon payment in full of the Note,

Section 5 Agreement Not Appropriation or Indebtedness. This Agreement shall
not require the State to make an appropriation to any school district or other governmental unit
and shall not be construed as creating an indebtedness of the State of Michigan. The Issuer has
no authority to extend the full faith and credit of the State or to create any obligation, direct or
indirect, general, special or moral, on the part of the State. None of the documents executed in
connection with the Note and the transactions to which this Agreement relates, creates any
pecuniary obligation or liability, direct or indirect, ‘general, special or motal, on the part of the
State. -

Section 6 Governing Law. This Agreement shall be governed by and construed in
accordance with the laws of the State of Michigan.

Section 7 Amendments. This Agreement may only be amended or revised in
writing executed by the parties to this Agreement.

Section 8 Counterparts Originals. This Agreement may be executed in one or
more counterpatts, all of which shall be deemed to be one and the same document. When all
parties to this Agreement have executed at least one counterpart, this Agreement shall be binding
on all the parties to this Agreement.

Section 9 Successors and Assigns. This Agreement shall be binding upon the
parties to this Agreement and upon their respective successors. No party to this Agreement may
assign this Agreement without the prior written consent of the other parties to this Agreement.

Section 10 General. The Issuer represents and warrants that it has issued its Initial

'Note in accordance with applicable law and in substantial compliance with the legal requirements

governing it, that it has received substantial consideration for the purchase of its Initial Note, and

that the purpose for which the Initial Note is issued is one for which it has power to issue the Initial
Note.

STATE AID AND TAX PLEDGE AGREEMENT
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IN WITNESS WI—IEREOF, the parties hereto have executed this Agreement in the spaces

set forth below.

[ 3

SCHOOL DISTRICT OF THE CITY OF
MUSKEGON HEIGHTS

ByEMS} &’; L} ig'égkmg%&mﬁ
Donald B. Weatherspoon :

Emergency Financial Manager

STATE OF MICHIGAN

v Do Bt

Thomas f. Saxton, Députy State Treasurer for
Andy Dilion, State Treasurer

STATE TREASURER OF THE
STATE OF MICHIGAN

Thomas F. Saxton, Dei)uty State Treasurer for
Andy Dillon, State Treasurer

STATE AID AND TAX PLEDGE AGREEMENT
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TAX INTERCEPT AGREEMENT

This Tax Intercept Agreement (the “Agreement”) dated as of November 2, 2012, is made
by and among the SCHOOL DISTRICT OF THE CITY OF MUSKEGON HEIGHTS, County of
Muskegon, State of Michigan (the “Sehool District”), the CITY OF MUSKEGON HEIGHTS,
County of Muskegon, State of Michigan (the “Cify”), the COUNTY TREASURER of the County
of Muskegon (the “County Treasurer” and together with the City, the “Local Governments”),
and THE BANK OF NEW YORK MELLON TRUST COMPANY, N.A., as depositary (the
. “Depositury™).

WHEREAS, pursuant to an order dated -August 16, 2012 (the “District Order”), the
Emergency Financial Manager of the School District authorized the execution of an Emergency
Loan Note (General Obligation Limited Tax) 2012-13 Series I dated August 16, 2012, in the
aggregate principal amount of $7,650,000 (the “Initial Nofe™) pursuant to the Emergency
Municipal Loan Act, Act 243, Public Acts of 1980, as amended (“Aer 243%);

WHEREAS, the Initial Note and the interest ‘thereon are payable, as a first budget
obligation, from any funds of the School District available therefor, including Pledged Operating
Tax Revenues (as defined below);

WHEREAS, in connection with the issuance of the Initial-Note, the School District has
authorized the direct deposit by third-parties of the proceeds of 100% of the operatiug taxes levied
for the School District (the “Operating Tax Revenues”) and the delinquencies thereon (the
“Delinquent Operating Tax Revenues” and collectively with the Operating Tax Revenues, the
“Pledged Operating Tax Revenues”) with the Depositary;

WHEREAS, the School District has entered into an agreement with the Depositary (the
“Depositary Agreement”) for the purpose of establishing an account (the “Account”) to be held
by the Depositary, which Depositary Agreement establishes the duties of the Depositary in regard
to depositing the Pledged Operating Tax Revenmues received by the Depositary into the Account
and (ransferring moneys from the Account directly to the State of Michigan (the “State”) for
payment of debt service on the Note (as defined in Section 7 below);

WHEREAS, it is necessary for the School District and the Depositary to enter into this
Agreement with the City to provide for the payment by the City directly to the Depositary of
100% of the Operating Tax Revenues that the School District is entitled to receive from time to
time from the City in order that the Operating Tax Revenues may be transforred by the Depositary
directly to the State for payment of debt service on the Note; and

WHEREAS, it is necessary for the School District and the Depositary (o enler info this
Agreement with the County Treasurer to provide for the payment by the County Troasurer dircotly
to the Depositary of 100% of the Delinquent Operating Tax Revenues that the School District is
entitled to receive from time to time from the County Treasurer in order that the Dealinquent Tax
Revenues may be transferred by the Depositary directly to the State in accordance with the Initial
Note. : ‘
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NOW, THEREFORE, in consideration of the foregoing and the mutual covenants set forth
below, the parties hereto agree as follows:

Section 1. School District’s Directions to City, With respect to the School District’s
Operating Tax Revenues collected by the City on behalf of the School District afier the date of

this Agreement (the “Collected Taxes”), the School District hereby irrevocably authorizes and
directs the City to transfer all of the Collected Taxes directly to the Depositary. The City shall
make those transfers at the times and in the manner set forth in Section 2 below.

Section 2. City’s_Initercept and Transfer of Collected Taxes. The City agrees that,
pursuant to the irrevocable directions of the School District in Section 1 above, the City shall
intercept all of the Collccted Taxes and shall, beginning not later than November 15, 2012 and at
monthly intervals thereafter (but never later than 33 calendar days afler the preceding ransfer
from the City to the Depositary under this Scction 2), wire the entire amount of Collected Taxes
not previously transferred under this Agreement to the special fund held therefor by the
Depositary pursuant to Section 5 below (in accordance with wire instructions provided by the
Depositary and attached as Exhibit A), norwithstanding any notice or other communication of any

kind to the contrary that the City or any of its officials, employces or agents might reccive from
the School District.

Section 3. School District’s Directions to County Treasurer. With respect to the
Delinquent Operating Tax Revenues collected by the County Treasurer on behalf of the School
District after the datc of this Agreoment (the “Collected Delinquent Taxes™), the School District
hereby irrevocably authorizes and directs the County Treasurer to transfer all of the Collected
Delinquent Taxes directly to the Depositary. The County Treasurer shall make those transfers at
the times and in the manner set forth in Section 4 below.

Section 4. County Treasurer’s Intercept and Transfer of Collected Delinquent Taxes.
The County Treasurer agrees that, pursuant to the irrevocable directions of the School District in
Section 3 above, the County Treasurer shall intercept all of the Collected Delinquent Taxes and
shall, beginning not later than November 15, 2012 and at monthly intervals thereafler (but never
later than 33 calendar days after the preceding transfer from the County Treasurer to the
Depositary under this Section 4), wire the entire amount of Collected Delinquent Taxes not
previously transferred under this Agreement to the special fund held therefor by the Depositary
pursuant to Section 5 below (in accordance with wire instructions provided by the Depositary and
attached as ExhibitB), notwithstanding any notice or other communication of any kind to the
contrary that the County Treasurer or any of the other officials, employees or agents of the County
(as defined below) might receive from the School District. i

Section 3. Disposition of Transferred Tax Receipts. The Depositary agrees to deposit
all Collected Taxes and Collected Delinquent Taxes that it receives from the respective Local
Governments pursuant to this Agreement on behalf of the School District (the “Transferred Tax
Receipts™) immediately upon receipt into the Account to be established by the Depositary under
the Depositary Agreement, which will be retained and used by the Depositary pursuant to the
terms of the Depositary Agreement. The Account is established pursuant to applicable law and
shall be in compliance with Section 411 of the Revised Mumnicipal Finance Act (MCL 141.2411)
unless otherwise approved by the State,

Tax Intercept A greement
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Scction 6. Asreement Not Indebtedness of the City or the County. This Agreement
shall not require the City or the County of Muskegon (the “County”) to make an appropriation to
the School District and shall not be construed as creating an indebtedness of the City or the
County.

Section 7. Certain Definitions. In addition to the terms defined elsewhere in this
Agreement, the following terms as used in this Agreement shall have the following meanings unless
the context indicates a different meaning or intent;

“4dditional Emergency Loan Note” means any emergency loan note issued and
delivered by the School District to the State (other than the Initial Note) if and only if the
Depositary has received a written notice addressed to the Depositary, signed by both an
anthorized official of the School District and the State Treasurer, which notice expressly
(i) identifies a particular emergency loan note of the Schaol District as constituting an
“Additional Emergency Loan Note” for the purposes of this Agreement and (ii) at a
minimum states the name, face principal amount and date of such particular emergency
loan note. _ :

“Note” means, collcetively, the Initial Note and any Additional Emergency Loan
Note or Other Future Parity Debt.

“Other Fulure Parity Debt” means any debt obligation of the School District to the
State (other than the Initial Note and any Additional Bmergency Loan Note) if and only if
the Depositary has received a written notice addressed to the Depositary, signed by both an

authorized official of the School District and the State Treasurer, which notice expressly .

(i) identifies a particular debt obligation of the School District to the State as constituting
“Other Future Parity Debt” for (he purposes of this Agreement and (ii) al a mimimurn stales
the name, face principal amount and date of such pasticular debt obligation.

“State Treasurer” means the State Treasurer or, under his authorization, a Deputy
State Treasurer, a Bureau Director within the Michigan Department of 'Ireasury or other
appropriate official of the Department as the State Treasurer may direct in writing.

The Depositary agrees to promptly acknowledge in writing to the School District and the
State Treasurer the Depositary’s receipt of each notice referred to in the above definitions of the
terms Additional Emergency Loan Note and Other Future Parity Debt, but no delay or failure of
the Depositary to give such acknowledgement shall invalidate or impair the status of any
Additional Emergency Loan Note or Other Future Parity Debt.

, Section 8, School District’s Representations and Warranties, The School District
hereby represents and warrants that this Agreement has been duly authorized, executed and
delivered by the School District and is the valid and legally binding agreement and obligation of
the School District enforceable against the School District in accordance with its ferms. The
School District hereby further warrants and represents that it has not pledged its current or future
Pledged Operating Tax Revenues for the payment of any obligation other than the Note, -

Section 9. School District’s Acknowledgements. The School District expressly
acknowledges that all moneys which are paid directly by the Local Governments to the
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Depositary pursuant to this Agreement shall be deemed to have been received by the School
District in full satisfaction of the Local Governments’ obligation to remit those taxes, and that
the Local Governments’ agreement herein to transfer all Pledged Operating Tax Revenues to

the Depositary is being done as an accommodation to, and pursuant to the irrevocable -

directions of, the School District.

Section 10.  Termination. The School District shall, with the prior written consent of the
State Treasurer, notify the Local Governments and the Depositary in writing when the full
principal of and all interest due on the Note have been paid in full. This Agreement shall
terminate upon the Local Governments’ and the Depositary's receipt of that written notice
from School District. '

Section 11.  The Depositary. The Depositary shall be entitled to the same protections,
immunities and indemnities in so acting under this Agreement as it has in acting as Depositary
under the Depositary Agreement. Subject to Section 16 below, the Depositary shall assign this
Agreement to any successor Depositary appointed pursuant to the terms of the Depositary
Agreement. ’ :

Scetion 12. Notices. Any potice fo be given in connection with any of the terms or
provisions of this Agreement shall be in writing and be given in person, by facsimile transmission,
courier delivery service or by mail, and shall become effective (2} on delivery if given in person,
(b) on the date of delivery if sent by unsecured e-mail, facsimile transmission or other similar
unsecured electronic methods or by courier delivery service, or (c) four business days after being
deposited in the mails, with proper postage for first-class registered or certified mail, prepaid.

Until notified in writing by the appropriate party of a change to a different address, notices
shall be addressed as {ollows:

@) if to the School District:

School District of Muskegon Heights

2603 Leahy Street

Muskegon Heights, Michigan 49444

Attention: Donald B. Weatherspoon, Emergency Financial Manager
Fax Number: (231) 830-3560

()  ifto the City:

Muskegon Heights City Hall

2724 Peck Street

Muskegon Heights, Michigan 49444

Attention: Loxi Doody, Finance Director

Fax Number: (231) 733-522¢9

Tax Intercept Agrecment
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(itiy  if to the County Treasurer:
Muskegon County Treasurer
173 E. Apple Ave Suite 104
- Muskegon, Michigan 49442
Attention: Tony Moulatsiotis, County Treasurer
Fax Number: (231) 724-6549
@iv) ifto the Depositary:
The Bank of New York Mellon Trust Company, N.A.
719 Griswold Street, Suite 930
Detroit, Michigan 48226
Attention: Corporate Trust Division

Fax Number: (313) 967-5190

Section 13. __ Governing Law, This Agreement shall be governed by and construed in
accordancc with the laws of the State of Michigan.

Section 14.  Amendments, "I'his Agreement may be amended or revised only in a writing
signed by the School District, the Local Governments and the Depositary, and with the prior
written consent of the State Treasurer on behalf of the State.

Section 15.  Counterparts. This Agrecement may be executed in one or more
countetparts, all of which shall be deemed to be one and the same document. When all parties
hereto hdve executed at least one counterpart, this Agreement shall be binding on all the
parties hereto,

Section 16.  Rinding Effect; Assionment. This Agreement shall be binding upon the
parties to this Agreement and upon their respective successors. No party to this Agreement may
assign this Agreement without the prior written consent of the other parties to this Agreement.

(Remainder of Page Intentionally Left Blank)
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Tax Intercept Agreement

IN WITNESS WHEREOF, the parties hereto have executed this Agreement in the
spaces set forth below.

School District of the City of Muskegon Heights
County of Muskegon
State of Michigan, as School District

Name: Doga].d B. Hgﬂﬁhgrapnnn
Its:  Emergency Financial Manager

- County of Muskegon
By:

Name;
Its;

City of Muskegon Heights

By:
Name:
Its:

The Bank of New York Mellon Trust Company,
N.A.,
as Depositary

By:
Name:
Tts: Vice President




IN WITNESS WHEREOQF, the parties hereto have cxecuted this Agrcemont in the spaces
set forth below.

School District of the City of Muskegon Heights
County of Muskegon
State of Michigan, as School District

By:
Name:
Its:  Bmergency Financial Manager

County of Muskegon

33/7%

Name: _ T 7gy  Aoired Tl amTis
Its: o wps T f LTI NTCFL

City of Muskegon Heights

By:
Name:
Tts:

The Bank of New York Mellon Trust Company, N.A.,

as Depositary

By:
Name:
lts: Vice President

Tax [ntercept Agreement
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IN WITNESS WHEREOF, the parties hereto have executed this Agreement in the spaces

set forth below,

School District of the City of Muskegon Heights
County of Muskegon
State of Michigan, as School District

By:
Name: : :
Its:  Emergency Financial Manager

County of M_u_s'ke‘gon

By:
. Name:
Its:

" City of Muskegon Heights

The Bank of New York Mellon Trust Cumpany, N.A.,

as Depositary

By

Name: -

Iis: Vice President

Tax Intercept Agreement
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IN WITNESS WHREREOF, the parties hereto have executed this Agreement in the spaces
set forth below. '

School District of the City of Muskegon Heights
County of Muskegon
State of Michigan, as School District

By:
Name:
Its:  Emergency Financial Manager

County of Muskegon

By:
Name:
Its: -

City of Muskegon Heights

By:
Name:
Its:

The Bank of New York Mellon Trust Company, N,A.,
as Depositary

By: N i bnnd

Name: N £, oo Land
Tts: Viee President

Tax Intercept Agreement
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EXHIBIT A

WIRE INSTRUCTIONS FOR THE CITY

The Bank of New York Trust Company, N.A.
ABA 021 000 018
Credit GLA #211065
Further Credit TAS #562009
Name: Muskegon Heights SD Tax Revenues
Attn: Allen Golson /313-967-4345



EXHIEIT B

WIRE INSTRUCTIONS FOR THE COUNTY

The Bank of New York Trust Company, N.A.
ABA 021 000 018
Credit GLA #211065
Further Credit TAS #562000
Name: Muskegon Heights SD Tax Revenues
Attn: Allen Golson /313-967-4345
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DEPOSITARY AGREEMENT

Between
The School District of the City of Muskegon Heights

and

as Depositary

The Bank of New York Mellon Trust Company, N.A.,

" Dated as of November 2, 2012



" Depositary Agreement

This Depositary Agreement is dated as of November 2, 2012 (this “Agreement™)
and is between the School District of the City of Muskegon Heights, County of
Muskegon, State of Michigan (the “School District”), and 'The Bank of New York Mellon
Trust Company, N.A., a national banking association duly established and validly
existing under and by virtue of the laws of the United States, with its corporate trust
 office located in Detroit, Michigan, as Depositary (the “Depositary”).

WITNESSETH:

WIIEREAS, pursuant to an order dated August 16, 2012, the Bmergency
Financial Manager of the School District authorized the execution of an Emergency Loan
Note (General Obligation Limited Tax) 2012-13 Series 1, dated August 16, 2012, in the
ageregate principal amount of $7,650,000 (the “Initial Note” and collectively with any
additional emergency loan notes, or other future parity debt, of the School District to the
State of Michigan, the “Note™), bearing interest and being payable in accordance with the
terms and conditions therein set forth;

WHEREAS, pursuant to two tax intercept agreements dated as of November 2,
2012 among the School District, the Depositary, and in onc agrccment the City of
Muskegon Heights and in the other the County Treasurer of the County of Muskegon
(cach the “Tax Intercept Agreement”; and such City and County Treasurer each called
the “Local Government” below), the School District desires to establish an account with
-the Deposilary to receive and process the Pledged Operating Tax Revenues (as defined in
the Tax Intercept Agreement);

WHEREAS, pursuant to the Tax Intercept Agreement, upon. receipt of the
Pledged Operating Tax Revenues, the Depositary will deposit said monjes mto the
Account (as defined below), to be retained and used by the Depositary pursuant to the
terms of this Agreement for payment of debt service on the Note:

WHEREAS, the Depositary has determined that it is willing to enter into this
Agreement and to carry oul the duties set forth herein. '

NOW, THEREFORE, in consideration of the covenants and agreements herein
contained, and far other goad, fair and valuable consideration and reasonably equivalent
value, the receipt and sufficiency of which are hereby acknowledged by the parties
hereto, the Depositary and the School District agree as follows, intending to be legally
bound:

Section 1.  Kstablishment of Account

The School District, pursuant to the Tax Intercept Agrcoments, has authorized and
directed the transfer by the Local Governments of the proceeds of 100% of the operating



taxes levied for the School District and the delinquencies thereon (collectively, the
“Pledged Operating Tax Revenues™) directly to the Depositary. The Depositary will
accepl said deposits and agrees to establish and maintain a separate account (the
“Account”) therefor in its capacity as Depositary, acting as a custodian for the benefit of
the State of Michigan (the “State”), pursuant to the terms of this Agreement. The
Depositary shall have custody of the Account, which shall be held on behalf of the
School District and kept separate from the other assets of the Depositary, and the money
on deposit in the Account shall be transferred directly to the State for payment of debt
service on the Note pursuant to this Agreement. The money on deposit in the Account
shail be uninvested. - -

Section 2. Disbursement of Account

Monies deposited in the Account shall be paid out to the State by the Depositary in
accordance with the Debt Service Schedule in Exhibit A, unless the Depositary is
otherwise notified in writing by the School District with the prior writien consent of the
State.

Section 3.  Concerning the Depositary

Notwithstanding any provision contained herein to the contrary, the Depositary,
including its officers, directors, employees and agents, shall:

(a) not be liable for any action taken or omitted under this Agreement 50 long
as it shall have acted in good faith and without gross negligence; '

(b) have no respbnsibility to inquire into or determine the genuineness,
authenticity, or sufficiency of any securities, checks, or other documents or instruments
submitted to it in connection with its duties hereunder;

(c) bo entitled to deem the signatories of any documenfs or instruments
submitted to it hereunder as being those purported to be authorized to sign such
documents or instruments on behalf of the School District and the State, and shall be
entitled to rely upon the genuineness of the signatures of such signatories, if as shown in
the School District and State provided Incumbency Certificates, without inquiry and
without requiring substantiating evidence of any kind; ‘

(d) be entitled to compensation for its services hereunder as per Exhibit B
attached hereto, which is made a part hereof, and for reimbursement of its out-of-pocket
expenses including, but not by way of limitation, the fees and costs of attorneys or agents
which it may find necessary to engage in performance of its duties hereunder, all to be
paid by the School District, and the Depositary shall have, and is hereby granted, a prior
lien upon any property, cash, or assets of the Account, with respect to its unpaid fees and
nonreimbursed expenses, superior to the interests of any other persons or entities;

Deposilary Agreement
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(e be entitled and is hereby granted the right to set off and deduct any unpaid
fees and/or nonreimbursed expenses from amounts on-deposit in the Account;

& be under no obligation to institute any suit or action or other proceeding
under this Agreement or to enter any appearance in any suit, action or proceeding in
- which it may be a defendant or to take any steps in the enforcement of its rights and
powers hereunder, nor shall be deemed to have failed to take any such action, unless and
until it shall have been indemnified by the School District to its satisfaction against any
and all costs and expenses, outlays, counsel fees and expenses, and other disbursements,
including its own reasonable fees, and if any judgment, decree or recovery be obtained by
the Depositary, payment of all sums due it, as aforesaid, shall be a first charge against the
amount of any such judgment, decree or recovery;

(g) be paid for any extraordinary fees and expenses it incurs due to any
governmental agency or court proceeding initiated by a third party, provided that (1) it
provides prompt notice of such extraordinary fees and expenses to the School District and
(i) the School District obtains approval to pay such extraordinary fees and expenses from
the Michigan Department of Treasury; :

(h) have only those duties as are specifically provided herein and shall neither
be responsible for, nor chargeable with, knowledge of the terms and conditions of any
other agreement, instrument or document between the other parties hereto, in connection
herewith. This Agreement sets forth all matters pertinent to the Account, and no
additional obligations of the Depositary shall be inferred from the terms of this
Agreement or any other agreement. IN NO EVENT SHALL THE DEPOSITARY BE
LIABLE, DIRECTLY OR INDIRECTLY, FOR ANY (i) DAMAGES OR EXPENSES
ARISING OUT OF THE SERVICES PROVIDED HEREUNDER, OTHER THAN
DAMAGES WHICH RESULT FROM THE DEPOSITARY'S FAILURE TO ACT IN
ACCORDANCE WITH THE STANDARDS SET FORTH IN THIS AGREEMENT, OR
(i) SPECIAL, PUNITIVE OR CONSBQUENTIAL DAMAGES, EVEN IF THE
DEPOSITARY IIAS BEEN ADVISED OF THE POSSIBILITY OF SUCH DAMAGES;

(i) have the right, but not the obligation, to consult with counsel of its choice
and shall not be liable for action taken or omitted to be taken by Depositary either in .
accordance with the advice of such counsel or in accordance with any opinion of counsel
to the School District addressed and delivered fo the Depositary;

G4) not have any liability or obligation with respect to any failure or delay in
the performance of its obligations under this Agreerent arising out of or caused, directly
or indirectly, by circumstances beyond its reasomable comtrol, including, without
limitation, acts of God; earthquakes; fires; floods; wars; civil or military disturbances;
sabotage; epidemics; riots; interruptions, loss or malfunctions of utilities, computer
(hardware or software) or communications services; accidents; labor disputes; acts of
civil or military authority or governmental actions; it being understood that the
Depository shall use reasonable cfforts which are consistent with accepted practices in
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the banking industry to resume performance as soon as practicable under the
circumstances;

) have the right to perform any of its duties hereunder through agents,
attorneys, custodians or nominees, and shall not be responsible for the misconduct or
negligence of such agents, attorneys, custodians and nominees appointed by it with due
care; and

)] shall not be required to use or advance its own funds in the pexformance of
any of its duiies or the exercise of any of its rights or powers hereunder.

The Depositary agrees to accept and act upon instructions or directions pursuant to
this Agrcoment sent by unsccured e-mail, facsimile transmission or other similar
unsecured electronic methods, provided, however, that the School District shall provide
to the Depositary an incumbency certificate listing designated persons with the authority
to provide such instructions, which incumbency certificate shall be amended whenever a
petson is to be added or deleted from the listing. If the School District elects to give the
Depositary e-mail or facsimile instructions (or instructions by a similar electronic
method) and the Depositary in its discretion elects to act upon such instructions, the
Depositary’s understanding of such instructions shall be deemed controlling. The
Depositary shall not be lisble for any losses, costs or expenses arising directly or
indirectly from the Depositary’s rcliance upon and compliance with such instructions
notwithstanding such instructions conflict or are inconsistent with a subsequent written
instruction. The Schoo} District agrees: (i) to assume all risks arising out of the use of
such electronic methods to submit instructions and directions to the Depositary, including
without limitation the risk of the Depositary acting on unauthorized instructions, and the
risk of interception and misuse by third parties; (i) that it is fully informed of the
protections and risks associated with the variovs methods of transmitting instructions to
the Depositary and that there may be more secure methods of transmitting instructions
than the method(s) selected by the School District; and (iii) thal the security procedures
(if any) to be followed in connection with its transmission of instructions provide to ita
comnercially reasonable degree of protection in light of ifs particular needs and
circumstances.

Any banking association or corporation into which the Depositary may be merged,
converted or with which the Depositary may be consolidated, or any corporation resulting
from any merger, conversion or consolidation to which the Depositary shall be a party, or
any banking association or corporation to which all or substantially all of the corporate
trust business of the Depositary shall be transferred, shall succeed Lo all the Depositary's
rights, obligations and immunities hereunder without the cxccution or filing of any paper
or any fucther act on the part of any of the parties hereto, anything herein to the contrary
notwithstanding.

Depositary Agreement
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Section 4. Resignation or Removal of Depositary

The School District or the Deposilary may terminate this Agreement by giving
thirty (30) days prior written notice to the other party. The School District shall require
prior written consent of the Michigan Department of Treasury to terminate this
Agreement. In such event, the duties of the Depositary shall terminate (30) days after
receipt of such notice (or as of such earlier date as may be mutually agreeable) and the
Depositary shall then deliver the balance of the moneys or assets then in its possession to
the School District or as the School District shall direct,

Section S. Termination

This Agreement shall terminate upon receipt by the Depositary of written notice
from the School District that the School District has paid all of the outstanding principal
and interest due on the Note (i.e., at the earliest time when no note or debt of the
. School District to the State that constitutes the “Note™ as defined in this Agreement
remains outstanding) (the “Termination Notice™) and when all authorized fees and
expenses of the Depository under Section 3(d) above have been paid. The School
District shall receive prior written consent of the Michigan Department of Treasury
before providing the Termination Notice.

Section 6. Return of Excess Funds

The Depositary shall, as soon as practicable, retumn to the School District any
excess funds remaining in the Account following receipt of the Termination Notice,
minus any fees and expenses still owed to it by the School District under this Agreement.

Seetion 7. Notices

_ Any notice or request to be given in connection with any of the terms or provisions
of this Agreement shall be in writing and be given in person, by facsimile transmission,
courier delivery service or by mail, and shall become effective (a) on delivery if given in
person, (b) on the date of delivery if sent by upsecured e-mail, facsimile transmission or
other similar unsecured electronic methods or by courier delivery service, or (¢) four
business days after being deposited in the mails, with proper postage for first-class
registered or certified mail, prepaid. A copy of any notice shall be sent to the Michigan
Department of Treasury.

Until notified in writing by the appropriate party of a change to a different address,
notices shall be addressed as follows: '

() if to the School District:

School District of Muskegon Heights
2603 Leahy Street
Muskegon Heights, Michigan 49444

Depositary Agreement
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Attention: Donald B. Weatherspoon

Fax Number; (231) 830-3560

(i)  ifto the Depositary:

The Bank of New York Mellon Trust Company, N.A.
719 Griswold Street, Suite 930 .

Detroit, Michigan 48226

Attention: Corporate Trust Division

Fax Number: (313) 967-5190

With a copy to:
Michigan Department of Treasury.
430 W. Allegan Sireet
. Lansing, M1 48922
Attention: Bureau of State and Authority Finance

Fax Number: (517) 241-9509

Section &. Counteyparts

This Agreement may be executed in several counterparts, cach onc of which shall
constitute an original and all collectively shall constitute but one instrument.

Section 9. Amendment, Modification or Waiver

This Agreement may be amended or modified and any term of this Agreement may
be waived if such amendment, modification or waiver is in writing and signed by all
parties. The School District shall require prior written consent of the Michigan
Department of Treasury to amend, modify, or waive any provision of this Agreement.

Section 10,  Assignments of Interests

No assignment of the interest of either of the parties hereto shall be binding in the
absence of the wrilien consent of (he other party.

Depositary Agreement
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Section 11,  Waiver of Trial by Jury

Each party hereto hereby agrees not (o elect a trial by jury of any issue triable of
right by jury, and waives any tight to trial by jury fully to the extent that any such right
shall now or hereafter exist with regard to this Agreement, or any claim, counterclaim or
other action arising in connection herewith. ‘This waiver of right to trial by jury is given
knowingly and voluntarily by each party, and is intended to encompass individually each
instance and each issue as to which the right to a trial by jury would otherwise accrue,

Section 12.  Governing Law
This Agreement shall be governed by and construed and interpreted in accordance
with the laws of the State of Michigan, notwithstanding its conflict of laws principles or

any other rule, regulation or principle that would result in the application of any other
state’s law.

(Remainder of Puge Intentionally Left Blonk)
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Depositary Agreement

IN WITNESS WHEREOE, the partics have been duly cxceuted this Depositary
Agreement as of the date first above written.

School District of the City of Muskegon
Heights

County of Muskegon
State of Michigan

Name: B, Weatherspoon
Its: Emergency Financial Manager

The Bank of New York Mellon Trust
Company, N.A., as Depositary

By
Name:
Hs: Vice President

Agreement Approved by:
MICHIGAN DEPARTMENT OF TREASURY
By:

Name:
- Title:




IN WITNESS WHEREOQF, the parties have been duly executed this Depositary
Agreement as of the date first above written.

School District of the City of ¥Muskegon
Heights '

County of Muskegon

State of Michigan

By
Name:
Its: Emergency Financial Manager

The Bank of New York Mellon Trust .
Company, N,A., as Depositary

Name:  #us . Py o Ka ol
Its: Vice President

Agreement Approvéd by:
MICHIGAN DEPARTMENT OF TREASURY

By:
Name:
Title:

Depositary Agreement ' }
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‘IN WITNESS WHEREOQF, the parties have been duly executed this Depositary
Agreement as of the date first above written. -

School District of the City of Muskegon
Heights

County of Muskegon

State of Michigan

By
Name:
Its: Emergency Financial Manager

The Bank of New York Mellou Trust
Company, N.A., as Depositary

By
Name:
Its: Vice President

‘Agreement Approved by:

MICHIGAN DEPARTMENT OF TREASURY

By: %’WA f{df\ﬁ

Name: Thomas F.' Saxton
Title:

Depositary Agreement
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EXHIBIT A
Debt Service Schedule

See Attached
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Band Debt Scrvice
Muskegon Heights Publiz Schools
EL#1
Emergency Loan #1 —~ 51,650,600

Annuel Debt
eried Ending Principal Coupon mterest  Debt Service Service
51102013 132,759.38 132,759.38
aROAN13 132,759.38
11/5/2013 125,000 2.450% 93,712,350 21871250
502014 92,181,25 82,181.25
613012054 110,893,75
11/172014 125,00 240% 92,181.25 217,181.23
SNR2015 90,650.00 90,650.00
63062015 307,431.25
11142015 135,000 2450% 40,550.00 225 650.00
sn2ole 88,996.25 84,996.25
6302016 . 314,646,285
1H3R2016 135,000 2.450% 88,994 25 23199625
5172017 $7,342.50 87,342.50
6302017 311,338.75
i1/102017 140,000 2450% £7,342.50 227,342,50
5/112018 £5,627.50 85,627.50
673012018 312,970.00
111722018 140,000 2450% 85,621.50 225,627.50
51112019 83.912.50 8391250
613072019 309,544,00
117142016 145,000 2.450% 83,912.50 228,9.2.50
54142020 82,13635 8213625
6/30/202G 311,048.75
11172620 145,000 2450% 82,136.23 227,13625
si621 §0,360.00 80,360.00
6/30i2G2) 307,456.25
11/1/2021 159,000 2.450% 80,360.00 230,360.00
5172022 - ‘18,522.50 78,522.50
SI02002 308,882.50
Y2022 ' 155,000 2450% 78,522.50 233,522,50
SIR2023 . 76,623.75 76,620.75
6302023 - 310,146.25
11/142023 260,000 2450% 76,623.75 336623.75
51172624 73,438.75 73,438.75
673012024 410,062.50
117172024 265,000 2450% | 7343873 338,438.75
s/1R2028 70,192.50 70,192.50
61302025 408,631.25
111142025 275,000 2.450% 70,192,50 345,162,50
5172026 55,823.75 66,823.75
3012026 41201625
117142020 280,000 2.450% 65,823,75 346,823.75
51172027 63,393.73 63,393,715
63072027 410,21 7.5C
11172027 290,000 2.450% 63,393,75 353,393.75
$1R028 59,841,258 $9,841.25
5/30r2028 . 413,235.00
117172028 295,000 2.450% 59,841,285 35424125
512029 56,227.50 5622150
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Bond Debt Service
Muskegon Heights Punlis Schadls
FL#

Emesoency Loan #1 — $7,650,000

Annuzl Debt
Period Ending _ Principal Conpon Interest  Dizht Service Service
63072029 41106875
117112029 305,000 2.450% 56,227.50 361,227.50
52030 52,491.25 52,491.25
63072030 413,114.75
1171/2030 310,000 2450% 52,491.25 362,4%125
5/112031 48,693,715 4§,693.75
6/30/2031 . 411,185.00
11712031 320,000 2.450% 4869375 368,693,785
57112032 ’ 4,713,715 44,7713.15
673012032 413,467.50
11/142032 325,000 2450% 44,773.75 369,773.75
$/172033 40,792.50 4,792 50
673012033 ) 410,566.25
11172033 335,000 2A450% 40,792.50 375,792.50
SHR34 36,688.75 36,638.75
6/30/2034 412,481.23
[14112034 345,000 2.450% 34,688.75 381,688.75
57172035 32,462.50 32,462,50
630/2035 414,151.25
117872035 355,000 2450% 32,462.50 387,462.50
512036 28,113.75 28,113.75
630;2036 4]15,576.25
11172036 360,008 2.450% 28,113.75 388,113.75
SH2037 23,703.75 23,703.75 ]
6302037 . 411,817.50
11172037 370,000 2450% Z3.703.75 393,703.75
5172038 1417125 19,171.25
6/30/2038 412,875.00
114142038 375,000 2450% 15,:7125 394,171.25
/172039 14,577.50 14,577.50
6/3072039 . 408,748.75
1117/2039 385,000 2.450% 14,577.50 399,577.50
51172040 9,861.25 9,861.25
613072040 409,438,175
11/1/2040 400,000 2.450% 0,$61.25 400, 86125 :
S0 4,961.25 4961.25
673072041 414,822,538
11172041 405,000 24350% 4,961.25 409,961.25
6/30/2042 409,961.25
7,650,000 3,411,594.38 11,061,504.38 11,06.,594.38
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EXHIBIT B
Fee Schedule

Sece Attached
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THE BANK OF NEW YORK MELLON

The Bank of New York Matlon Trust Company, NA
The Bank of New York Mallon Trust Company, N.A.

Depositary Account for
Muskegon Heights Public Schools
Fee Schedule

The Bank of New Yotk Melion Trust Company, N.A. (BNYMTC) as Depositary Agent shail be
entitled to payment of the fees, expenses and charges as set forth in this Fee Schedule.

ANNUAL ADMINISTRATIVE FEE $600

The Annual Administrative fee covers the duties and responsibilities related to account administration,
which may include maintenance of accounts on various systems, collcction, investment, and payment
of funds, and the monitoring of document compliance.

ACCEPTANCE & LEGAL FEES . Waived

We intend to teview the confracts and all supporting documentation intemally. There is no additionat
amount charged for the ordinary services we provide in conducting the initial legal review of the
contracts and supporting docwmentation. '

INVESTMENT COMPENSATION

With respect to investments in money matket mutual funds for which BNYMTC provides shareholder
sexrvices, BNYMTC (or its affiliates) may receive and retain fees from the mutual funds (or their
affiliates) for shareholder services as set forth in the' Authorization and Direction to BNYMTC to
Invest Cash Balances in Monoy Market Mutual Funds.

MISCELLANEOUS FEES / OUT-OF-POCKET EXPENSES

The annual administration fees quoted above are anticipated to cover all normal miscellaneous fees
and out of pocket cxpenses. However, the fees for performing extraordinary or other services not
contemplated at the time of the exccution of the transaction or not specifically covered elsewhere in
this schedule will be commensurate with the service 10 be provided and may be charged in
BNYMTC's sole discretion. These extraordinary services may include, but are not limited to,
supplemental agreements, sinking fund redemptiops, the preparation of special or interim reports,
custody of collateral, termination of an engagement, statutory filing charges, UCC amendments,
continuations, and termination fees; and expenses of BNYMTC’s representative(s) and Counsel for
attending special meetings. Counsel, accountants, special agents and others will be charged at the
actyal amount of fees and expenses billed. Out-of-pocket expenses may include, but are not limited to,
telephone; facsimile; courier; copying; postage and supplies.

PUBLIC USE
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THE BANK OF NEW YORK MELLON

The Bank of New York Mellen Trust Comparny, N.A.
The Bank o New York Mellon Trust Company, N.A.

TERMS AND DISCL.OSURES

TERMS OF PROPOSAL

Final acceptance of the appointment as trustee under the Indenture is subject to approval of authorized
officers of BNYMTC and full review and execution of all documentation related hereto. Pleasc note
that if this transaction does not close, you will be responsible for paying any expenses incurred,
including Counsel fees. We resexve the right to terminate this offer if we do not enter into final
written documents within three months from the date this document is first transmitted to you. Fees
are guaranteed for the life of the engagement.

MISCELLANEOUS

The terms of this Fee Schedule shall govern the matters set forth herein and shall not be superseded or
modified by the terms of the Indenture. This Fee Schedule shall be governed by the laws of the State
of Michigan without reference to laws governing conflicts. BNYMTC and the undersigned agtee to
jurisdiction of the federal and state courts located in the City of Detroit, State of Michigan.

CUSTOMER NOTICE REQUIRED BY THE USA PATRIOT ACT

To help the US government fight the funding of terrorism and money lasndering activities, US
Federal law requires all financial institutions to obtain, verify, and record information that identifies
each person (whether an individual or organization) for which a relationship is established.

What this means to you: When you establish a relationship with BNYMTC we will ask you to
provide certain information (and documents) that will help us to identify you. We will ask for your
organization’s name, physical address, tax identification or other government registration number and
other information that will help us to identify you. We may also ask for a Ceniificate of Ineorporation
or similar document or other pertinent identifying documentation for your type of organization.
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