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Municipal Finance Systems Review Section 
  
SUBJECT: Public Comment Period for Proposed Bulletin regarding whether a public school 

academy’s authority, with regards to a mortgage, is limited to acquiring property subject 
to a mortgage? 

 
I. Notice of 30-Day Public Comment Period for Proposed Bulletin 
 

As provided by Section 307 of the Revised Municipal Finance Act (Public Act 34 of 2001), 
before any bulletin issued by the Department that addresses filings or approvals can take effect, 
there must be no less than a 30-day public comment period. The proposed bulletin is being 
distributed in fulfillment of that requirement. Additional copies may be obtained through the 
Department’s website at www.michigan.gov/treasury by selecting “Local Government” then 
“Municipal Finance” and finally, reviewing the “What’s New” section. 

 
II. Proposed Bulletin 
 

The bulletin provides clarification as to the Department’s policy with regards to mortgages and 
the public school academy. 

 
Public School Academies and Mortgages: The Department has recognized for a number of 
years, based on interpretation of the Revised School Code with regards to a mortgage, the public 
school academy’s power is limited to acquiring a subject to mortgage. However, it is evident that 
numerous public school academies have interpreted the language to additionally include the 
power to grant a mortgage as to their property and have done so. The Department, concerned 
with this strong variance of interpretation, has sought internal clarification for an accurate 
position on this issue. 

 
III. Written Comments to Proposed Bulletin 
 

A. All comments in response to this proposed bulletin must be received by the Department, in 
writing, on or before May 29, 2006, your written comments may be sent to the Department 
through any of the following means: 

 
1. U.S. Postal Service: Local Audit and Finance Division, Attention Kevin G. Bonds, 

Michigan Department of Treasury, P.O. Box 30728, Lansing, Michigan, 48909-8228 
2. Facsimile: (517) 373-0633, Attention Kevin G. Bonds 
3. E-mail:  Treas_MunicipalFinance@michigan.gov 
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Bulletin 4 for the Revised Municipal Finance Act 
 

Authority of Public School Academies  
To Grant Mortgages As To Their Property 

 
Section 303(2) of Public Act 34 of 2001, the Revised Municipal Finance Act, requires each 
municipality to file an annual qualifying statement with the Department of Treasury within six 
months of the end of its fiscal year, or as otherwise provided by law. The Department is required 
to determine, within 30 business days of receiving a qualifying statement, whether the 
municipality should be granted or denied qualifying status. If the Department grants qualified 
status, or fails to notify the municipality of its determination within 30 business days, the 
municipality then is authorized to issue municipal securities under the Act without further 
approval from the Department until 30 business days after the next qualifying statement is due, 
or until a new determination is made by the Department, whichever occurs first. 
 
The term “security,” as defined by Section 102(n) of the Revised Municipal Finance Act, means 
“an evidence of debt” such as “a bond, note, contract, obligation, refunding obligation, certificate 
of indebtedness, or other similar instrument issued by a municipality which pledges payment of 
the debt by the municipality from an identified source of revenue.” 
 
The term “municipality,” as defined by Section 102(j) of the Revised Municipal Finance Act, 
encompasses a public school academy. 
 
For a public school academy to receive qualified status to issue a municipal security without 
further review by the Department, the public school academy must meet all the requirements 
contained in Section 303(3) of the Revised Municipal Finance Act, including subdivision (g) 
which provides that “[t]he municipality has no outstanding securities that were not authorized by 
statute.” 
 
The authority of a public school academy to borrow pursuant to the Revised School Code is 
subject to the Revised Municipal Finance Act except to the extent excluded by Section 105 of the 
Revised Municipal Finance Act. 
 
The Department informally has expressed the view that Sections 503(9), 504a, and 523(6) of the 
Revised School Code authorized a public school academy to acquire property subject to a 
mortgage, but did not authorize a public school academy to grant a mortgage as to its property. 
 
Upon further consideration of the foregoing statutory provisions, and in light of enactment by the 
Legislature of Public Act 179 of 2003, which added Section 503(b) to the Revised School Code, 
it shall be the position of the Department that a public school academy is authorized to grant 
mortgages and other security on its property. 
 
This bulletin is issued pursuant to Section 201(b) of the Revised Municipal Finance Act which 
authorizes the Department to issue bulletins or adopt rules to carry out the purposes of the Act. 


