Resolutiont#f 2019-01-08-06 . January 8, 2019

GERRISH TOWNSHIP
ROSCOMON COUNTY, MICHIGAN

RESOLUTIONTO ADOPT PROCEDURES FOR GRANTING AND REMOVING REAL

PROPERTY EXEMPTTONS
To adopt procedures for granting and removing real property exempiions as described m Chapter
6: Property Tax Exemptions, Abatements and Tax Capture Authorities of the State Tax
Commission Manual, Bulletin 7 of 2016 {Senior Citizen & Disabled Family Flousing Excraplion),
Bulletin 26 of 2017 (Charitable Exenption), The Michigan Strategic Fund Board designates Fool
and Die Renaissance Recovery Zones pursuant to MCL 125.2688d & Nonlerrous Metallic
Minerals Extraction Severance Tax Ac({Act 410 ol 2019), as attached hereto making them part of
the resolution.
The foregoing resolution ollered by Board Member Tulgetske and supported by Board Member
Udy
Upon roll call vote, the [ollowing voled:

Aye: Udy, Patchin, Tulgetske, Link, Lippert

Nay: None

THE SUPERVISOR DECLARED THE RESOLUTION ADOPTED.

1, Kathileen Patchin, the duly elected and acting Clerk of Gerrish "Fownship, hereby certily that the loregoing
resolution was adopted by the township board ol said towuship at the regular meeting of said board held on Tuesday,
January 8, 2019, at which meeting a quorum was present by a roll.call vote of said members as hereinbelore set [orth;
that said resolution was ordered Lo take imnediate cllect, .

Iémﬂ L&(//L,p&‘uft/ o

Kathleen Patchin
Township Clerk




Procedures for Granting and Removing Real Property
Exemptions

Gerrish Township, Roscommon County is abiding by the recommendations made by the State

- Tax Commission in Bulletin 26 of 2017 when granting and removing real property exemptions.
Taxpayers wishing to apply for an exemption of real property shall complete and submit the
exemption application adopted by the Township. Records of the application and all supporting
documentation will be kept on file with the parcel being applied for.

Existing exemptions will be reviewed annually and if the continued exemption status is
questionable, the Assessor may request additional information. If the Assessor has sufficient
evidence the exemption should be removed from the parcel, the exemption will be removed as of
December 3 1% of the year in question. The taxpayer will be notified of the removal along with

their appeal rights.

Assessors do not have the authotity to grant/approve exemptions that are not complete.

Approved January 8, 2019




Gerrish Township

Application for General Property Tax Exemption

Parcel #: Date:

Parcel Classification Code:

Property Address:

Name of Organization:

Address:

Officers: Title:
Title:
Title:
Title:

The above-named organization is a nonprofit organization incorporated under the statutes of
the State of Michigan for the purpose(s} check below:

1 Religious [1 Education 1 Other (Specify)
] Charitable {1 Library
[ Scientific £ Memorial Home

Describe the use of the described above by your organization:

List the following if the property is being rented, leased or made available to others:
Building(s)  Total Sq. Ft.

% of Total Time
Use Area Period Occupant Rental




Land Total Sq. Ft. {or) Acres

% of Total Time
Use Area Period Occupant Rental

Under what Section(s) of the Michigan General Property Tax Law are you seeking this
exemption?

Are you currently receiving a property tax exemption in another Michigan Community?

Yes No If yes, where?

For what purpose?

Please enclose the following documents with this application:

1. Articles of Incorporation 4, Copy of last Federal Income Tax Return
2. Bylaws 5. Statement from IRS indication status

3. Balance Sheet

Date Phone Number

Signature Title

For Office Use Only

Exemption Approved: Yes No Date:

Signature Title




Chapter 6: Property Tax Exemptions, Abatements and Tax
Capture Authorities

In Michigan, two guiding principles have developed to address taxation in general, and
exemptions, from the ad valorem tax: (1) “In general, tax laws are construed against the

government,” and (2) tax exemption sfatutes are strictly construed i favor of the
government.

What is the definition of an exemption versus abatement?
e Exemptions reduce the property tax burden of a taxpayer for every year in which

they are granted
o Abaiements either, preserve the tax base or increase the tax base, while providing

a reduced future tax burden on new invesiments

The mechanism of an exemption is simple: it reduces a property’s tax obligation and
provides immediate property tax relief, Unlike exemptions, abatements reduce the
maximum future tax burden on investments by a taxpayer. Abatements modify either the
millage rate or taxable value used to calculate taxes, if an investor improves either real

of personal property.

As a general rule, abatement legislation is structured so that if no improvement is made,
then there is no benefit to the taxpayer and no financial loss to the taxing jurisdictions. All
abatement laws create a “specific tax” roll. Land remains taxed on the ad valorem roll;
improvements are taxed as a specific tax on a specific tax roll. Some abatements freeze
the taxable value of an improvement, others lower the millage rate applied for taxation.

Additional information on each exemption and abatement is found at
www.Michigan.gov/treasury under Taxes, Property Tax.

Exemption Programs
Disabled Veterans Exemption: MCL 211.7b (P.A. 161 of 2013)

The Disabled Veterans Exemption provides a 100% property tax exemption for disabled
veterans or their unremarried surviving spouse. In order to be eligible the disabled
veteran must own the home, use the home as their homestead and meet one of the

following three criteria;

(a) Has been determined by the United States department of veterans affairs to be
permanently and totally disabled as a result of military service and entitled to

veterans’ benefits at the 100% rate.
(b) Has a certificate from the United States veterans’ administration, or its

" successors, certifying that he or she is receiving or has received pecuniary
assistance due to disability for specially adapted housing.
(c) Has been rated by the United States department of veterans affairs as individually

unemployable.
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Unremarried surviving spouses eligibility is based upon the eligibility of the disabled
veteran prior to their death. The State Tax Commission has issued considerable
guidance on this exemption primarily in Bulletin 22 of 2013 and in FAQ's issued in August
2014 both are available on the STC website.

Principal Residence Exemption (PRE): MCL 211.7¢c

A principal residence is exermpt from the tax levied by a local school district for school
operating purposes up to 18 mills if an owner of that principal residence claims an
exemption as provided in MCL 211.7cc. A person must own and occupy the property as
his or her principal residence on or before June 1st tg claim the exemption for the summer
tax levy or November 1%t for the winter tax levy. The June 1 and November 1 dates also
apply to the Conditional Rescission and Foreclosure Entity Conditional Rescissions.

To claim a PRE, the owner must file a Principal Residence Exemption Affidavit, Form
2368, (Affidavit) with the assessor for the City or Township where the property is located.
The Affidavit is a sworn statement attesting that they are an owner who occupies the
property as his or her principal residence. Normally, when a home is purchased, the
Affidavit and other relevant PRE forms are provided by the closing agents. |fthe assessor
believes an Affidavit is not valid, they should deny the claim and provide the taxpayer with
their appeal rights. As with any tax exemption, the burden is on the taxpayer to show that
they are entitled to a PRE.

When an Affidavit is filed, it is important to verify the person submitting the Affidavit meets
the definitions of an “owner.” MCL 211.7dd(a) defines an "owner” as:

e A person who owns property or who is purchasing property under a land contract.
A person who is a partial owner of property.

e A person who owns property as a result of being the beneficiary of a will, frust or
intestate succession. (The beneficiary is considered the owner for PRE purposes
upon the death of the grantor).

A person who owns or is purchasing a dwelling on leased land.
A person holding a life lease in property previously sold or transferred to another.
(The life lease holder must have been a previous owner).

o A grantor who has placed property in a revocable trust or a qualified personal
residence frust. (A qualified personal residence trust may be irrevocable. All other
irrevocable trusts do not qualify).

e The sole present beneficiary of a trust if the trust purchased or acquired the
property for a beneficiary who is totally and permanently disabled.

e A cooperative housing corporation.

e A facility registered under the Living Care Disclosure Act.

It is important to note that a “person” as used in the above definitions means an individual
and does not include a partnership, corporation, limited liability company, association, or
other legal entity. The percentage of ownership a person has in property is generally not
relevant as long as that person meets the definition of an owner and occupies that
property as a principal residence. In other words, a person that is a 1% owner of a
property and occupies that entire property as a principal residence may qualify for a 100%
PRE.
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The following factors must aiso be considered when evaluating an owner’s eligibility for a
PRE:

o A husband and wife who file, or are required to file, a joint Michigan income tax
return are entitled to only one PRE. ‘
o _If a person claims a substantially similar exemption in another state which has not

been rescinded, they do not qualify for a PRE in Michigan. ’
o Ifa person files an income tax return as a resident of another state, (active military
personnel excluded), they do not qualify for a PRE in Michigan.

. o If a person-files a non-resident Michigan income tax return, (active military
personnel with his or her principal residence in this state excluded), they do not
qualify for a PRE in Michigan.

o -1f & person or their spouse owns property in another state for which either person
claims an exemption similar to the PRE, they do not qualify for a PRE in Michigan,
unless they file separate income tax returns.

Definition of Principal Residence: MCL 211.7dd(c) defines a principal residence as
the “... [one] place where an owner of the property has his or her true, fixed, and
permanent home io which, whenever absent, they intend to return and that shall continue
as a principal residence until another principal residence is established.” Although this
is not an all-inclusive list and no one factor is controlling, the following is a list of iterns to
consider: :

Location of a persan’s most important possessions.

Where the family is housed.

Voting location.

Where church, club and lodge memberships are maintained.
Where a person buys automobile licenses.

Mailing address and banking location.

Operation of a business.

e @ © & & © @

A principal residence also includes the owner's unoccupied property classified as
residential or timber-cutover that is adjoining or contiguous to the dwelling owned and
occupied by the owner. The property is generally considered unoccupied if it does not
contain a habitable dwelling. Properties containing a garage, storage building and other
similar structures normally are considered unoccupied unless they contain living quarters.
Contiguity is not broken by a road or a right-of-way. An adjoining or contiguous property
classified as agricultural, developmental, industrial or commercial does not qualify for a
PRE. '

Determining PRE Eligibility: Determining whether a person occupies a property as a
principal residence can be very challenging. There are a number of ways to verify
occupancy. The foilowing occupancy verification list is not an all-inclusive list and no one
factor is controlling:

« Both sides of a driver's license with the property address listed.
e Voter registration record.
o Cancelled checks showing the property address,
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Bank/charge accounts showing purchases within the vicinity of the property.
Medical billings from physicians within the vicinity of the property.

Income tax returns showing the mailing address.

Insurance policies.

& 8 & o

Because of the definition of a principal residence, temporary absences are allowed in
some circumstances which can make verifying occupancy even more difficult. Some
examples of temporary absences include: prisoners with a less-than-life sentence, a
person in a nursing home or assisted living facility, missionaries, a person on an extended
work assignment, a person renting an apartment while renovating a home, or military
personnel. With any temporary absence, the owner must have the intent to return to the
property to occupy it as a principal residence.

Determining “intent to return” can be very difficult. If a person changes a driver’s license
address or registers to vote at a new location, his or her intent to return to the property
may be in question. If the property is rented or is listed for sale, a reasonable person may
conclude that there is no intent to return to the property. When an owner’s personal
possessions are removed from the property, it is hard to argue that they intend to return
to that property. The length of absence or the reason for the absence may also raise
questions as to the owner’s intent to return to the property. Ultimately, the taxpayer has
the burden to show that they are eligible for the PRE.

Partial PRE Exemptions: If a property is used for multiple purposes, only the percentage
of the property occupied by the owner as a principal residence qualifies for a PRE. When
a person opetrates a business out of the property, rents a portion of the home to a tenant
or owns multi-dwellings such as duplexes, the owner may be eligible to claim a portion of
the property occupied as the owner's principal residence (MCL 211.7cc(16)). If the
property contains one building, the PRE is reduced by the proportion of the square
footage not used as the owner's principal residence. If the property contains two or more
buildings, the PRE is reduced by the proportion of the taxable value of the building not
used as the owner's principal residence.

For owners who rent a portion of their home to a tenant, the owner is entitled to a 100%
PRE if less than 50% of the square footage is rented (MCL 211.7dd(c)). If an owner rents
his entire property for more than 14 days in a year, they are not entitled to a PRE on that
property (IRS Publication 527, Chapter 5, Page 21). A portion of a bed and breakfast
may also qualify as a principal residence, MCL 211.7cc(30).

Military Personnel Considerations: Military personnel are given special consideration
for evaluating principal residence. When military personnel are required to leave
Michigan while on active duty, they may continue to qualify for a PRE in Michigan. In
order to qualify, they must be an owner of the property as defined by MCL 211.7dd. In
addifion, they must have occupied the property as a principal residence prior to
deployment and have the intent to return to the property after the active duty commitment
is complete. To continue to receive the PRE in Michigan, military personnel cannot
receive an exemption, deduction or credit similar to the Michigan PRE in another state.
If someone wishes to rent out his or her property during an absence while on active
military duty, they may file an Active Duty Military Affidavit, Form 4660, on or before May
1st with the local assessor where the property Is located.
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Rescinding PRE Exemptions: When a person no longer owns of occupies the property
as a principal residence, they must file a Request to Rescind Homeowner's Principal
Residence Exemption (PRE), Form 2602, (Rescission) with the assessor for the city or
township in which the property is located to remove the PRE. The PRE will be removed
from the local property tax roll by the assessor beginning with the next tax year.

A-PREon a-foreclosed property should beremoved-on December-31%+-in-the-year-ofthe
foreclosure or Sheriff's sale. If the property is redeemed, the PRE may be reinstated
upon filing of the Affidavit and, if needed, brought before the Board of Review so there is
no break in the exemption.

Under certain circumstances a person may qualify for a conditional rescission which
allows an owner to receive a PRE on his or her current Michigan property and on
previously exempted property simultaneously for up fo three years. To initially qualify for
a conditional rescission, the owner must submit a Conditional Rescission of Principal
Residence Exemption, Form 4640, to the assessor for the city or township in which the
property is located on or before June 1 for the summer tax levy or November 1 for the
winter tax levy. A Conditional Rescission must be submitted to the assessor annually on
or before December 31 to verify the property still complies with the conditional rescission
requirements in order to receive the exemption for the following year.

In order to qualify for a conditional rescission, the owner must have purchased a second
property in Michigan which is occupied as his or her principal residence. Additionally, the
previous principal residence must not be accupied, must be for sale, must not be leased,
and must not be used for any business or commercial purposes in order for the owner to
qualify for a conditional rescission.

Foreclosure Entity Conditional PRE Rescission: A land contract vendor, bank, credit
union, or other lending institution (foreclosing entity) can retain a PRE on foreclosed
property by filing a foreclosure entity conditional rescission with the local tax collecting
unit on ar before June 1 or November 1 provided the property meets other statutory
requirements. If a foreclosure entity conditional rescission is fimely filed and accepted for
the first year, the foreclosing entity must annually verify to the assessor of the local fax
collecting unit on or before December 31 that the property continues to qualify for the
foreclosure entity conditional rescission. This new “foreclosure entity conditional
rescission” has separate and distinct requirements and should not be confused with the
current “owner’s conditional rescission”.

in order to qualify fbr a foreclosure entity conditional rescission, the following
requirements must be met:

s The foreclosing entity must submit a Foreclosure Entity Conditional Rescission of
Principal Residence Exemption by June 1 or November 1 of the first year of the

claim.
o The foreclosure entity must be a land contract vendor, bank, credit union, or other

lending institution. :
= The foreclosure entity must own the property as a result of a foreclosure.
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o The property musi have been subject to a PRE immediately preceding the
foreclosure.
The property cannot be occupied.
The property must be for sale.

e The property cannot be leased to any person other than the person who claimed
the PRE immaediately preceding the foreclosure.

e The property must not be used for any business or commercial purpose.

e The foreclosure entity must pay to the tax-collecting unit an amount equal fo the
amount of taxes that the foreclosing entity would have paid if the property were not
subject to a PRE and must pay an administration fee equal to the property tax
administration fee imposed under Section 44 of the General Property Tax Act.

o The foreclosure entity must annually verify the foreclosure entity conditional
rescission by December 31,

o The foreclosure entity must rescind the exemption upon a transfer of ownership.

The payment required of the foreclosure entity is to be collected by the local tax collecting
unit at the same time and in the same manner as taxes that would have been collected
were the property not subject to a PRE. The payment must be distributed fo the
Department of Treasury for deposit into the state school aid fund. The administration fee
is to be retained by the local tax collecting unit. If the foreclosure entity fails to make the
required payment, the local tax collecting unit must deny the foreclosure entity conditional
rescission, retroactively, effective on December 31 of the immediately preceding year. If
the foreclosure entity’s conditional rescission is denied, the local tax collecting unit must
remove the PRE and any additional taxes, penalties, and interest must be collected from
the foreclosing entity.

Denial of a PRE: Subsections 6, 8 and 11 of MCL 211.7cc allow the assessor,
Department of Treasury (Department), and in cerfain circumstances, the County
Treasurer or Equalization Director, to deny PRE claims for the current and three prior
years.

If an assessor believes that a property is not the principal residence of the owner claiming
the exemption or that the owner failed to properly rescind the PRE, the assessor may
deny the new or existing claim by notifying the owner using a Notice of Denial of Principal

Residence Exemption, Form 2742. The Assessor’s Denial provides the owner with his or .

her appeal rights to the Michigan Tax Tribunal (MTT) within 35 days from the date of the
notice. The assessor does not heed to seek the approval of the Board of Review when
issuing a PRE denial.

MCL 211.7cc(i1) gives the County Treasurer or County Equalization Director the
authority to issue a denial notice. In order for the County to maintain the authority to deny
a PRE claim, the County must eiect to audit PRE claims in accordance with MCL
211.7¢cc(10). This election is made every five years. Notice of Denial of Principal
Residence Exemption, Form 4075, is issued by the County and provides the owner with
his or her appeal rights to the MTT within 35 days from the date of the nofice.

Under MC1. 211.7cc(8), the Department is given the authority to deny PRE claims in any
County in Michigan. The Department generally issues PRE denial notices by letter to the
owner with a copy of the leiter or list of denied parcels provided to the Assessor, County
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Treasurer and the County Equalization Director. The owner has 35 days from the date
the denial notice to appeal the denial fo the Hearings Division of the Department. If the
owner is not satisfied with the decision of the informal conference, they may then appeal
the decision to the MTT.

The following guide outlines the appeal authority related to PRE:

Type of Appeal Review Dept. of Treasury Tribunal
Denial by Assessor ORj No Review No Review Within 35 days after
Auditing County of Authority Authority date of notice of

PRE for current and 3 : denial
prior years
PRE which was NOT July or Within 35 Days of | Within 35 days of
on the current and 3 | December for{ Board of Review decision by the
prior year's Tax Roll { current and 3 Action Department of
prior year's Treasury
Department of No Review | Hearings Division [Within 35 days of the
Treasury Denial of Authority  [within 35 days after] final decision by the
PRE date of notice of Department of
denial Treasury

The entity that issues the denial notice becomes the “Respondent” in any MTT related
hearing. Therefore, it is important fo remember that any assessor who receives
correspondence from the MTT when the PRE was denied by the Department or a County
official shall immediately inform the MTT and the appropriate entity.

Regardless what entity issues the denial notice, the assessor shall remove the PRE
exemption for the denied fax years and the tax collecting unit in possession of the tax roll
shall issue a corrected tax bill for any additional taxes due with interest at the rate of
1.25% per month or fraction of a month and penalties computed from the date the taxes
were last payable without interest or penalty. Interest must be charged for the use of the
money but should not be considered punitive. The collected or delinguent interest is
distributed to the local unit, County and the Department in accordance with MCL

211.7¢c(25).

Interest resulting from a denied PRE cannot be waived by County officials, local unit
officials, Board of Review or the MTT. However, MCL 211.7cc(8) gives the Department
the exclusive authority to consider waiving the interest under certain circumstances. The
Department may waive interest for the current tax year and the immediately preceding 3
tax years if the PRE was on the property because of an assessor’s classification error, an
assessor's failure to rescind the exemption after the owner requested in writing that the
exemption be rescinded and other assessor errors.

PRE Audits: There are many Counties that have extensive PRE audit programs and
work closely with assessors when conducting these audits. The Department also has an
extensive PRE audit program in Counties that does not elect to audit in accordance with
MCL 211.7cc(10). The Department also may elect to audit PRE claims in Counties that
do elect to audit PRE claims. Audit tools that are used by the Department, and County
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and local officials include: sending an audit letter and questionnaire to any person
claiming a questionable PRE; sending a questionnaire to the assessor; entering into a
disclosure agreement (Request for Michigan Principal Residence Information Form 4169)
with the Department to obtain income tax information.

The following audit sources can help when monitoring and auditing PRE claims:

Compare mailing address against property address.

Look for multiple properties owned by the same person.

Check list or database of rental properties to see whether any are receiving a PRE.
Check to see if property owners are registered to vote at the property address.
Review death notices.

Check for properties owned 100% by companies or businesses.

If there is a DBA for a property, check to see if they are receiving a PRE at 100%.
Classification of property — adjacent or contiguous property must be unoccupied
and classified as residential or timber-cutover.

Review returned mail when sent to the property address.

Compare against addresses listed on dog licenses.

» Check water/sewer (utility) databases for properties that say to bill “tenant’.
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Boards of Review may only review PRE claims that are not on the tax roll and have not
been previously denied for the current and three immediately preceding years (MCL
211.7(19). The BOR does not have the authority fo deny an existing PRE claim, review
an appeal of a denial issued by the assessor, County or Department, grant a conditional
rescission, review an appeal involving a late filing of a conditional rescission, or waive
interest. An assessor does not need approval from the BOR to accept an Affidavit, deny
a PRE claim; accept or deny a Conditional Rescission; or complete and submit an
Assessor's Affidavit.

The one situation when the PRE is not removed from the tax roll by the assessor following
a denial is when the property is sold to a bona fide purchaser before the additional taxes
are billed to the seller. In this situation, the taxes, interest and penalties shall not be a
lien on the property and shall not be billed to the bona fide purchaser in accordance with
Subsections 6, 8 and 11 of MCL 211.7cc. A bona fide purchaser is one who purchases
in good faith for valuable consideration. If there is a bona fide purchaser before the
additional taxes are billed, the tax collecting unit in possession of the tax roll notifies the
Department of the bona fide purchaser providing the Deparfment with required
information in order to appropriately bill the seller.

Qualified Agricultural Exemption MCL 211.7ee

The-Qualified Agricultural Property exemption is an exemption from 18 mills of local
school operating millages for parcels that meet the Qualified Agricultural Property
definition (MCL 211.7ee). Additionally a transfer of Qualified Agricultural Property is not
considered a transfer of ownership if both of the following are true: The property remains
Qualified Agricultural Property after the transfer and the new owner files Form 3676 with
the assessor and the register of deeds.

A parcel that is classified agricultural normally receives the Qualified Agricultural
Exemption automatically and the owner does not usually have to file Form 2599, Claim
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for Farmland Exemption from Some School Operating Taxes. However, the assessor
can request the form to determine, for example, if the parcel contains structures that are
not entitled fo the exemption.

Owners of property not classified as agriculture must file form 2599 to receive the
exemption. All owners must file form 2743, Request o Rescind Qualified Agricultural
Property Exemption, to rescind the exemption within 90 days of a change that would
calise rescission (e.g. change in use, change in ownership etc.). The req lirement applies
whether only a part, or all of the property, is affected. The penalty for not filing a rescission
form is a maximum fine of $200.

Exemption status is determined as of May 18t of the year of the exemption. Unlike the
Principle Residence Exemption, property owned by a legal entity (such as a parinership,
corporation, limited liability company, association, etc.) may receive the exemption. in
some situations, land may not be actively farmed on May 1, yet the parcel containing the
land may still be eligible for the exemption. For example, the land may be intentionally left
fallow; the growing season for a crop in some parts of the state may begin after May 1,
etc. .

Eligibility: To be eligible for the exemption, a parcel has to be Qualified Agricultural
Property. A parcel can become a Qualified Agricultural Property in two ways:

1. Classification of the parcel as agricultural on the current assessment roll or
2 Devotion of more than 50% of the acreage of the parcel to agricultural use as
defined by law (MCL 324.36101).

The percentage of a parcel that is devoted to agricultural use is calculated based on the
parcel’s total acreage. Total acreage includes any area within the parcels ownership
including any area(s) covered by an easement or right-of-way for road or drain purposes,
even though the area under a public road right-of-way or a public (surface) drain right-of-
way is exempt from taxation. Parcels classified agricultural do not have fo have more
than 50% devoted to agricultural use.

The fact that farmland is rented by the owner is generally not a consideration in
determining a parcel's eligibility. Example: renting a house on a parcel to a farmhand is
not a consideration in determining the parcel’s eligibility for the exemption. Under the
law, for a residence to be Qualified Agricultural Property, the residence must be occupied
by somecne who is either employed in or actively involved in the agricultural use on the
property and who has not claimed a homeowner's principal residence exemption on other
property. A house that is rented to a farmhand is considered to be a ‘refated building.’

Sometimes a commercial operation can co-exist on the otherwise qualified property
without negating the entire exemption. The parcel would receive a partial exemption.
The portion of the parcel’s total state equalized valuation (SEV) related to the property
that is used for the commercial marketing operation or the barn used for commercial
storage is not entitled to the exemption. In these situations the partial exemption
percentage is determined based on the SEV of the portion of the parcel entitled to the
exemption in relation to the SEV of the entire parcel. The percentage of the exemption is
not based on the size (i.e., area) of the portion of the parcel entitled to the exemption; it
is based on value.
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Assessors must establish the classification of parcels in accordance with MCL 211.34c.
When determining the classification of a parcel, assessors must not consider the effect
of the classification on the parcel's eligibility for the Qualified Agricultural Property
exemption.

Definition of Agricultural Use: The definition of “agriculiural use” is contained in MCL
324.36101:

“Agriculiural use’ means the production of plants and animals useful to humans,
including forages and sod crops; grains, feed crops, and field crops; dairy and dairy
products; poultry and poultry products; livestock, including breeding and grazing of
cattle, swine, captive cervidae, and similar animals; berries; herbs; flowers; seeds;
grasses; nursery stock; fruits; vegetables; Christmas trees; and other similar uses and

activities. Agricultural use includes use in a federal acreage set-aside program or a

federal conservation reserve program. Agricultural use does not include the
management and harvesting of a woodlot.”

This definition of “agricultural use” differs from the definitions used to determine a parcel’'s
classification and should not be used in determining a parcel’s classification. There is no
minimum parcel size and no minimum income from agricultural production needed to
qualify. Circumstances when the land may qualify even though |t is not actively farmed
are discussed above.

Denial of a Qualified Agricultural Exempfion: An assessor may deny

e A new exemption, if the property or part of the property does not qualify

s An exemption continued from a prior year, at the time of preparation of the annual tax
roll, if the property is no longer qualified

e An existing exemption after the close of the local Board of Review and up to the status
day if the property is no longer qualified for the exemption, and

o When the propetty owner has requested a withdrawal of the exemption for the current
year, even if the request occurs after May 1st

If the assessor discovers a situation where it is clear that a parcel is incorrectly receiving

the Qualified Agricultural Property exemption for the current year, after May 1, the

assessor has no power to deny the exemption. The assessor may deny the exemption

for the next year. Similarly, the assessor may not deny a Qualified Agricultural Property
exemption for a prior year.

Appeal of a Qualified Agricultural Denial: For new Qualified Agricultural Property
exemptions, appeals are to the July or December Board of Review and Board of Review
denials are appealed to the Michigan Tax Tribunal within 35 days of the Board’s action,

For a continuation of an exemption from the prior year the appeal is to the March Board
of Review and Board of Review denials are appealed to the Tribunal by July 31 of the tax
year involved.

Qualified Agricultural Property and the Recapture Tax: Qualified agricultural property
that was exempt from uncapping and later ceases to be qualified agricultural property is
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subject to a recapture tax. The recapture tax is imposed when all of the following
conditions are met:
1, Property was transferred after December 31, 1999
2. The taxable value of the property was not uncapped in the year following the
transfer because it qualified for the exemption.
3. The qualified agricultural property is covered by a change in use. A change in use
is when the assessor determines the property is no longer qualified agricultural or
a purchase is about to occur and the future purchaser files to rescind the qualified
agriculiural property exemption.

The recapture tax is calculated on the benefit period, up to 7 years of tax savings that had
been enjoyed by the person to whom the property was fransferred and remained capped.
When a change in use occurs, the tax benefit that occurred during that period, up to 7
years, is recaptured (exclusive of the year the property is converted by a change in use).

While it is the responsibility of the County Treasurer to calculate and collect the recapture
tayx, the local assessor must notify the County Treasurer of the date on which the property
is converted by a change in use. The assessor must also assist the County Treasurer
with the calculation of the recapture tax by providing the true cash taxable value as
described in the recapture tax formula. The recapture tax is discussed in detail in Bulletin
7 of 2006.

Other Exemption Programs:

Qualified Forest Exemption: Public Acts 378, 379 and 380 of 2006: The Qualified
Forest Program created an opportunity for owners of smaller forestland parcels in
Michigan, which are not classified as agricultural land or do not receive a PRE, to pay
reduced property taxes on land in productive, managed forests. The Qualified Forest
Program is administered by the Michigan Department of Agriculture and Rural
Development. More information regarding the program can be found on their website.

Air Pollution Control: Public Act 451 of 1994, Part 59 and Water Poliution Control:
Public Act 451 of 1994, Part 37: The Air Pollution Control exemption provides a 100%
property and sales tax exemption fo facilities that are designed and operated primarily for
" the purpose of controlling or disposing of air pollution that, if released, would render the
air harmful or inimical to the public health or property within this state.

The Water Pollution Control exemption affords a 100% property and sales tax exemption
to facilities that are designed and operated primarily for the control, capture and removal
of industrial waste from water. The exemption applies to property not previously certified
as pollution conirol; even if the property is currently assessed on the ad valorem roil.

The State Tax Commission is responsible for final approval and issuance of air pollution
control certificates. Exemptions are not effective until approved by the STC.
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Abatements

The common legislative element in abatements is a “specific tax” which replaces the ad
valorem tax. Characteristics of abatemenis that distinguish them from ad valorem
taxation include: creation of the “specific tax” roll for improvements; leaving land fo be
assessed on the ad valorem tax roll and alteration of either a millage rate or a taxable
value.

Industrial Facilities Exemption: Public Act 198 of 1974

The Plant Rehabilitation and Industrial Development Districts Act, (IFT) provides a fax
incentive to manufacturers for: renovation and expansion of aging facilities, to assist in
the building of new facilities, and to promote the establishment of high tech facilities. An
industrial Development District (IDD) or a Plant Rehabilitation District (PRD) must be
created prior to initiating a project. An IFT Certificate entitles ihe facility to exemption
from ad valorem real and/or personal property taxes for a term of 1-12 years as
determined by the local unit of governmenti. Applications are filed, reviewed and
approved by the local unit of government, but are also subject to review af the State level
by the Property Services Division and the Michigan Economic Development Corporation.
The State Tax Commission is ultimately responsible for final approval and issuance of
certificates. Exemptions are not effective until approved by the STC.

IFT Applications and Qualifications: Applications and all required attachments are to
be filed with the clerk of the local unit where the facility is located. The applicant must
meet the following:

a. The facility must be located within an established 1DD or PRD;

b. The applicant must be a qualifying business as outlined ih MCL 207.552; and

c. The application for the exemption can be pre-filed, but must be filed within six
months of the commencement of the improvements.

IDDs cover only new facility projects and PRDs are designed primarily for rehabilitation
projects and require a finding that 50%.or more of the industrial property within the district
is obsolete (MCL 207.554(5)). The 50% obsolescence is measured by dividing the State
Equalized Value (SEV) of the obsolete property by the SEV of all of the properties in the
district.

In order to qualify for an IFT, a property must meet the definition of industrial property as
described in MCL 207.552(7): “Industrial property” means land improvements, buildings,
structures, and other real property and machinery, equipment, furniture, and fixtures or
any part or accessory whether completed or under construction comprising an integrated
whole.

Industrial property does not include any of the following: land, property of a public utility
other than an electric generating plant that is not owned by a local unit of government for
which an application was approved by the legislative body of a local governmental unit
between June 30, 1999 and December 31, 2007 or inventory.
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Industrial property may be owned or leased. In the case of leased property, the lessee
must be liable for payment of ad valorem property taxes and must provide proof of the

liability.

Plant Rehabilitation Districts and Obsolescence: The assessor must make a
recommendation to the local governing unit that 50% or more of the property to be
contained in a PRD is obsolete. “Obsolete industrial property” is defined in MCL
207.552(8).”  “Economically efficient functional -condition” - is- further- defined -in—MGL.
207.552(9).

Definition of “New” Industrial Property: The State Tax Commission has interpreted
the term “new industrial property” to mean new to the tax base in Michigan. The following
would be considered new industrial property:

a. New equipment purchased from an equipment manufacturer.

b. Used equipment never before located in Michigan.

c. Used equipment purchased from a broker of used equipment. Because the prior
owner is a broker, the equipment has lost its status as existing equipment in
Michigan and has become inventory.

The following would not qualify as new industrial property:

a. Existing equipment already in the possession of the applicant.
b. Existing equipment in the possession of another Michigan company.

Definition of Speculative Buildings: MCL 207.553(8) defines a “speculative building”
as a new building that meets criteria defined in this section and the machinery, equipment,
furniture, and fixtures located in the new building.

Subsection 8(a) requires that a speculative building be constructed before a specific user
is identified. This law does not require that a building be approved by the local
governmental unit before identification of the specific user.

The following are additional requirements specific to speculative buildings:

a. The speculative building must have been constructed less than 9 years before
the filing of the exemption certificate.

b. The speculative building must not have been occupied for at least 4 years
immediately preceding the date the certificate is issue.

IFT Transfers: MCL 207.571 states that an IFT certificate may be transferred and
assigned by the holder of the certificate to a new owner or lessee of the facility but only
with the approval of the local governmental unit and the Commission and after application
by the new owner or lessee and notice and hearing in the same manner as provided for

the application for a certificate.

Once the application for transfer has been presented to the local unit, they must review
the application and issue a decision based on the qualifications coptained in MCL
207.559. If the local unit denies the application, the applicant may appeal to the State
Tax Commission within 10 days of the denial. The State Tax Commission will review the
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facility to determine if it meets the qualifications in MCL 207.559. If the State Tax
Commission denies the approval, the applicant may appeal pursuant to the Administrative
Procedures Act (APA). If the local unit approves the application, the State Tax
Commission must make a final determination.

IFT Revocations: MCL 207.565(1) addresses requests for revocations initiated by the
holder of the certificate. MCL 207.565(2) addresses requests for revocation initiated by
the local governmental unit and includes specific reasons why a certificate may be
revoked. In either case, only the State Tax Commission has the authority to revoke a
certificate.

Appeal of a revocation by the State Tax Commission is made under the APA and provides
that a request for a rehearing of a State Tax Commission decision should be filed, in
writing, within 60 days from the date the State Tax Commission mailed the notice of
revocation.

MCL 207.563(2) provides for and outlines the procedures for automatic termination of an
IFT when the Industrial Facility Tax on real property has not been paid.

IFT Tax: A parcel of property holding an IFT will have two assessments: the land will be

assessed on the ad valorem assessment roll; the building, land improvements and

personal property (pertaining to the same certificate) will have an assessment on the

~ Industrial Facility Tax (IFT) tax roll. The taxes on properties holding a certificate will be
levied against Taxable Value.

Other Abatement Programs:

Commercial Rehabilitation Act: Public Act 210 of 2005: The Commercial
Rehabilitation Act provides a tax incentive for the rehabilitation of commercial property for
the primary purpose and use of a commercial business or multi-family residential facility.
The property must be located within an established Commercial Rehabilitation District.
Exemptions are approved for a term between 1-10 years, as determined by the local unit
of government. The property taxes are based upon the previous year's (prior to
rehabilitation) taxable value. The taxable value is frozen for the duration of the certificate.
Applications are filed, reviewed and approved by the local unit of government, but are
also subject to review at the State level by the Property Services Division. The State Tax
Commission is responsible for final approval and issuance of certificates. Exemptiions
are not effective until approved by the STC.

Commercial Facilities Exemption: Public Act 255 of 1978: The Commercial
Redevelopment Act, (known as the Commercial Facilities Exemption), provides a-fax
incentive for the redevelopment of commercial property for the primary purpose and use
of a commercial business enterprise. The property must be located within an established
Commercial Redevelopment District, Exemptions are approved for a term between 1-12
years as determined by the local unit of government.  The faxable value is frozen for
* the duration of the certificate. For restored facilities, the property taxes are based upon
the previous year's {prior to restoration) taxable value and 100% of the mills levied. For
new or replacement facilities, the property taxes are based upon the current year's taxable
value and 50% of the mills levied. Applications are filed, reviewed, approved, and
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certificates are issued, by the local unit of government. Certificates are also filed with the
State Tax Commission. '

Obsolete Property Rehabilitation Exemption: Public Act 146 of 2000: The Obsolete
Property Rehabilitation Act (OPRA) provides property tax exemptions for commetrcial and
commercial housing properties that are rehabilitated and meet the requirements of the
Act. Properties must meet eligibility requirements including a statement of obsolescence
by the local assessor.

The property must be located in an established Obsolete Property Rehabilitation District.
Exemptions are approved for a term between 1 and 12 years as determined by the local
unit of government. Property tax for the rehabilitated propetty is based on the previous
year's (prior 1o rehabilitation) taxable value. Taxable value is frozen for the exemption’s

duration.

The State Treasurer may also approve reductions of half of the school operating and state
education taxes for a period not to exceed 6 years for 25 applications annually.
Applications are filed, reviewed and approved by the local unit of government, but are
also subject fo review at the State level. The State Tax Commission is responsible for
final approval and issuance of OPRA cerfificates. Exemptions are not effective until
approved by the STC. '

Neighborhood Enterprise Zone Act: Public Act 147 of 1992: The Neighborhood
Enterprise Zone Act provides for the development and rehabilitation of residential housing
located within eligible distressed communities. NEZs are established by a local unit
meeting the qualifications of an “Eligible Distressed Community” and desiring to provide
for the development and rehabilitation of residential housing. The local unit determines
the areas to be established as an NEZ. Each NEZ must contain not less than 10 platted
parcels of land which are compact and configuous, or if located in a downfown
revitalization district may contain less than 10 platted parcels if the plaited parcels
together contain 10 or more faciliies. NEZs containing new facilities, rehabilitated
facilities, or a combination of both shall not exceed 15% of the total acreage contained
with the boundaries of the local unit. An NEZ containing only homestead facilities shall
not exceed 10% of the total acreage contained within the boundaries of the local unit. If
approved by the County Board of Commissioners or a County Executive, if the County
has an elected or appointed County Executive, the homestead facility NEZ can contain
up to 15% of the total acreage of the [ocal unit.

Applications are filed, reviewed and approved by the local unit, but are also subject to
review at the State level by the Property Services Division. The State Tax Commission
is responsible for final approval and issuance of new and rehabilitated facility certificates.
NEZ Homestead applications are filed, reviewed and approved by the local unit of

government.

Tax Capture Authorities

" “Tax Increment Financing Authorities” or “Authorities” include: Downtown Development
Authority (DDA) PA 197 of 1975; Tax Increment Financing Authority Act (TIFA) PA 450
of 1980; Local Development Financing Act (LDFA) PA 281 of 1986; Brownfield
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Redevelopment Financing Act (BRFA) PA 381 of 1996; Historical Neighborhood Tax
Increment Finance Act (HNTIFA) PA 530 of 2004; Corridor Improvement Authority Act
(CIA) PA 280 of 2005; Neighborhood Improvement Authority Act (NIA) PA 61 of 2007,
and Water Resource Improvement Tax Increment Finance Authority Act (WITIFA) PA 94
of 2008. Their common element of these programs is the capturing of tax revenue.

Tax capturing authorities are designed to capture new property tax revenue generated
from both inflation and from rising property values within specific geographic areas. A tax
capturing authority attempts to (1) preserve an existing tax base and (2} foster growth to
finance public projects. - All tax capturing authorities have a requirement for a financing
and development plan. Some plans have unlimited duration, others are limited by the
enabling statute.

Tax capturing authorities do not reduce ad valorem millage rates generated by taxing
jurisdictions or reduce a tax burden. In fact, a Downtown Development Authority may
even add a new millage rate to the existing ad valorem rates. Tax capturing authorities
are geographic areas in which special law permits certain taxes to be retained as revenue
for exclusive use by the tax capturing authority. Tax capturing authorities have one
function, to capture certain taxes from an ad valorem (and in some cases a “specific tax”)
levy.

Creating an Authority:

A tax capturing authority is created by a local unit of government as authorized by law.
The authority must create a tax increment financing plan and a prOJect plan. There is ho
specific template for the plans. Once an authority has been created, a 'tax increment plan
and a project plan have been formulated.and time for public hearings and comments has
expired; continuing oversight is limited to audits by the State of Michigan to assure
compliance with school tax distributions and oversight by the creating entity.

Public Purpose:

It is critical for the authority to document the “public purposes” which justifies the tax
increment financing plan and its subsequent “capture” of taxes. Each statute has slightly
different requirements; but all are often to foster a betterment of the community at-large,
economic development and specifically publicly owned property.

Examples of the requirement for a public purpose include:

LDFA: “the governing body shall determine whether the development plan or
tax increment financing plan, or both, constitutes a public purpose.”

DDA: "When the governing body of a municipality defermines that it is
necessary for the best interests of the public to halt property value deterioration
and increase property tax valuation where possible in its business district, fo
eliminate the causes of that deterioration, and to promote economic growth, the
governing body may, by resolution, declare its intention to create and provide
for the operation of an authority.”
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Calculations and What Capturing Taxes Means:

With the exception of the added millage available to a DDA, the process by which taxes
are created and computed is not changed in any way by a tax capturing authority.
Taxpayers receive tax bills identical to what they would have received if the tax capturing
authority had not been created and the treasurer collects tax paymenis in the normal
fashion. The unique operation of a tax capturing authority is how the collection is
distributed. ‘

At the time of creation of an authority, a measure of total property vaiue within the
geographic area (district) is made. This is the “base value,” also known as the initial
taxable value. Taxes generated from the base value may never be captured. Only taxes
generated from property values which exceed the base value may be captured. The base
value continues within the tax capturing district for as long as the authority exists or until
a permitted modification of the district enables a re-determination of a base value.

With the exception of Brownfields, tax capturing authorities examine value in the entire
geographic area instead of individual properties (Brownfields are determined individually
for each parcel of property MCL 125.2657 and MCL 125.2663). The amount of non-
captured taxes always depends upon the “base” value or initial value. It is established as
an “aggregate” for the entire geographic area in which taxes may be captured. This base
is by law, the “initial taxable value” existing as of final equalization for the year when the
tax capturing authority was created and the base value remains a fixed value.

Captured taxes are computed by multiplying the total captured value by an appropriate
millage rate. The capturing process depends on the "total” value of all properties within
the district and by total values for individual tax rolls. The autharity does use the captured
taxable value of each parcel fo arrive at a total "value.”

The process requires identifying each property currently existing within the district and
comparing that list with properties existing at the inception of the district. A comparison is
made based upon each property’s identification and based upon each property’s “initial
taxable value.” In some cases, structures may have been demolished, personal property
may have been removed, and an appeal may have changed a property value. it is critical
to maintain accurate records of each property for the initial year and the current year. The
total amount of “initial taxable value” must be exceeded by current taxable value or there

is no capture.

A spreadsheet with columns identifying: each property, each current property’s initial
value, the initial value of any property removed from, or exempted from taxation within
the district and the class of each original property is a good way to keep track of the
information. Once the total value of the existing district exceeds the total initial value of
the district, a computation of the tax capture can proceed.

Next, individual values of existing property within the district are assigned to their
appropriate tax roll. Examples are: ad valorem, real or personal; IFE or NEZ. Finally, the
initial value of the district should be subtracted from the current year district total.

The aggregated captured value exceeding the base (initial value) is apportioried to the
tax roll or rolls from which the total value was derived. The total of the captured value for
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each roll is multiplied by the millage rate appropriate for that tax roll. The amount of
captured tax is the sum of the captured taxes from a roll-by-roli series of calculations.
This amount is distributed to the TIF authority.

Reporting Requirements:

In order to properly capiure taxes certain procedures must be followed: an accounting of
the tax capture must be made, the assessor's worksheet must be maintained and an
annual report or reports must be filed with the State of Michigan (forms 2604/2967). The
tax capturing authority is technically required to file these forms but the “assessor,
treasurer and other officials may be called upon to assist.”

Opting Out:

In 1993, the legislature amended Michigan's various tax capturing laws to permit an
objecting jurisdiction to formally “opt out” of the proposed tax capturing area. A jurisdiction
not wishing to lose future tax revenue could pass a resolution within a sixty-day window
of opportunity created by the 1993 modifications, and its tax revenue could not he
captured by the tax capturing authority. The “opt out” provision was predicated on certain
public hearings and timetables.

Ad valorem millage rates may be limited by agreement between jurisdictions levying
property faxes within a tax capturing authority. For example, the authority may make an
agreement to capture only a limited amount of a specific taxing authority’s levy. It may
be based upon a specific millage rate say two mills out of five being levied or a percentage
split of the computed fax, 40% to the authority and 60% is not captured.. However, the
plan may not capture a greater proportion of school operating taxes than the proportion
of municipal operating or County operating taxes captured.

Authorities which enter into an agreement to limit collections must have uniform
arrangements with all jurisdictions that have not opted out. Therefore, if the authority only
captures 40% of the available tax for one taxing entity, it must only capture 40% with each
of the other taxing units.
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: STATE OF MICHIGAN
RICK SNYDER DEPARTMENT OF TREASURY NICK A. KHOUR]
GOVERNOR LANBING STATE TREASURER
Bulletin No. 7 of 2016
Senior Citizen & Disabled Family
Housing Exemption
June 7, 2016
TO: Assessing Officers and County Equalization Directors
FROM: Michigan State Tax Commission

" SUBJECT: Senior and Disabled Family Housing }Exempfion (MCL 211.7d)

Bulletin 6 of 2010 is hereby rescinded.

Public Act 78 of 2016 was signed by the Governor on April 12, 2016 with an effective date of July
11, 2016 and replaces Public Act 66 of 2012. The purpose of this Bulletin is to explain the changes
mandated by the passage of Public Act 78 of 2016 to clajm an exemption under MCL 211.7d.

Qualifications for Senior Citizen & Disabled Family Housing Exemption:

o The housing must be owned and operated by a non-profit corporation or association, or by a
Jimited dividend housing corporation, not otherwise tax-exenipt.

o The housing must be occupied solely (with the exception of service personnel, such as a
custodian or nurse) by the elderly 62 years of age, as defined in section 202 of the title I1 of
the housing act of 1959, or the disabled, as defined in section 811 of subtitle B of title VIII
of the Cranston-Gonzalez national affordable housing act.

o The housing must consist of 8 or more residential units in 1 or more structures,

o The housing must have been qualified, built or financed under section 202, 236 or 811 of the
national housing act.

o "Housing" means new or rehabilitated structures with 8 or more residential units in 1 or
more structures,

Claiming the Exemption:

The property owner may claim the exemption by filing Form 4719, Request for Senior and/or
Disabled Housing Tax Exemption, with the assessor of the local unit of government where the
property is located and the Department of Treasury no later than October 31 in the year the facility
is fully and finally completed. To determine qualification, the assessor will need the following

documentation to assist in a proper review:
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s A copy of the ownet's articles of incorporation, showing nonprofit status or limited dividend
housing corporation,

o A copy of the HUD mortgage, or other documentation, showing that the facility was, built,
financed, or qualified for financing under Section 202, 236 or 811,

e Documentation showing that the facility contains at least eight units,

o A copy of the occupancy permit, along with documentation (copy of lease) showing the date
the first resident actually moved into the facility,

o Documentation showing new or rehabilitated structures, and

o General information regarding the facility, including its name, address and phone number
and the name, address and phone number of its management company.

Assessor Responsibilities:

Upon receipt, the assessor will review the claim in accordance with the requirements identified in
MCL 211.7d. The assessor shall apprave or disapprove the request within 60 days of receipt and
shall notify in writing the property owner and the Department of Treasury of the assessor’s decision
no later than December 31 immediately following the initial filing of the claim. If approved, the
assessor will submit to the Department of Treasury all documentation utilized to determine
eligibility. All exemptions granted under MCL 211.7d begin on December 31 of the year the
facility is fully and finally completed and the exemption is approved and continue until the property
is no longer occupied or used solely by elderly or disabled families. A completed Form 4736,
Payment in Lieu of Tax for Senior Citizen and/or Disabled Housing, along with copies of current
tax bills for the vear, is due from the local taxing collecting unit by December 1 of the year
following the initial submission of the approved application to Treasury.

Assessed and Taxable Value:
According to Public Act 78 of 2016, the assessed value for senior citizen and disabled housing

property exempt under MCL 211.7d is calculated in the same manner as the assessed value is
calculated for all ad valorem property. The taxable value for exempt property is to remain at the
2008 taxable value or the taxable value for the first year the exemption is valid. The property
remains on the ad valorem assessment roll,

Calculation of Payment in Lieu of Tax:

Public Act 78 of 2016 requires that the amount of payment in lieu of tax for property that was
exempt under MCL 211.7d prior to January 1, 2009 shall be in the amount of taxes paid on that
property in the 2008 tax year and will remain frozen during the duration of the exemption. Per
section 3(a), millage rates of up to 18 mills for school operating, hold harmless rates and 6 milis for
state education tax are excluded from billing and are not included in the payment in lien of tax.

For property that becomes exempt under MCL 211.7d after January 1, 2009, the exemption will be
based on the tax liability in the first year that the exemption is approved. The annual amount of
payment in lieu of tax is determined in the first year and will remain frozen for the duration of the
exemption, Per section 3(a), millage rates of up to 18 mills for school operating, hold harmless
rates and 6 mills for state education tax are excluded from billing and are not included in the
payment in lien of tax.
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Submitting and Requesting the Payment In Licu of Tax:

Upon verification of the exemption, the Department of Treasury will issue the payment in lieu of
tax allowable under this act for qualified and approved facilities to the appropriate local tax
collecting units by December 15 each year. In order to process the payment by December 15, Form
4736, Payment in Lieu of Taxes for Senior Citizen and/or Disabled Housing and copies of current
tax bills for the year are due from the local taxing collecting unit by December 1 of the year in
which the first payment in lieu of tax is to be made. The Department of Treasury will only pay the
real and personal property taxes, not administrative fees, special assessments, penalties or interest
fees. The local tax collecting unit is required to distribute the amount received in the same manner
and in the same proportions as general ad valorem taxes collected under the general property tax

act.

Reporting of Exempt Property on the Tax Roll:

MCL 211.7d, as amended by PA 78 of 2016, states that the property is exempt from the collection
of property taxes, and that the Department of Treasury’s payment in lieu of tax excludes the state
education tax and mills levied under MCL 380.1211; all local school distriot operating millage, both
the standard 18 mills and any supplemental (hold-harmless) mills.

The State Tax Commission instructs assessors to report the taxable value of all senior citizen and
disabled housing properties exempt under MCL 211.7d as 100% principal residence exemption
(PRE) on the tax roll.

Forfeiture, Foreclosure and Sale for Delinquent Taxes: :
Property that is used for occupancy or used solely by elderly or disabled families and is eligible for
exemption under section 211.7d is not subject to forfeiture, foreclosure, and delinquent taxes under

the act for any year in which the propetty is exempt.

Revoeations:
Revocations of existing senior citizen and disabled housing facility exemptions are not allowed

under MCL 211.7d. Once an exemption is approved, it remains exempt until the facility is no
longer used solely as elderly or disabled non-profit housing as defined by MCL 211.7d.

Property Tax Credit for Residence:
Due to the State of Michigan making payments in lieu of tax on MCL 211.7d exempt facilities,
residents of those facilities are not eligible for a property tax credit when filing their state income

tax return.

Millage Rollback Calculations:
The taxable value of parcels that are exempt under MCL 211.7d should be excluded from the

taxable value of each taxing jurisdiction before calculating millage rollbacks. Since school
operating millage is not levied against these parcels, it is clear that the taxable value of these exempt
parcels should be eliminated from school rollback calculations. Since for all other taxing
jurisdictions, the payment for this exempt property is no longer based on the taxable value, but on a
frozen payment, the taxable value of these exempt parcels should be eliminated from their rollback
calculations.
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Definitions:
Disabled Person is defined as a person with disabilities. MCL 211.7d(9)(a)

Elderly or Disabled Families is defined as families consisting of 2 or more persons if the head of
the household, or his or her spouse, is 62 years of age or over or is a disabled person, and includes a
single person who is 62 years of age or over or is a disabled person. MCL 211.7d(9)(b)

Elderly Person is defined in section 202 of title Il of the housing act of 1959, Public Law 86-372,
specifically “a household composed of one or more person at least one of whom is 62 years of age
or more at the time of initial occupancy.” MCL 211.7d(9)(c)

Housing is defined as new or rehabilitated (see rehabilitation definition that follows) structures with
8 or more residential umits in 1 or more of the structures for occupancy and use by elderly or
disabled persons, including essential contiguous land and related facilities as well as all personal
property of the corporation, association, or limited dividend housing corporation used in connection
with the facilities. MCL 211.7d(%)(d)

Limited Dividend Housing Corporation is defined as a corporation incorporated or qualified
under the laws of this state and chapter 6 of the state housing development authority act of 1966,
1966 PA 346, MCL 125.1481 to 125.1486 (see attached excerpt), or a limited dividend housing

association organized and qualified under chapter 7 of the state housing development authority act -

of 1966, 1966 PA 346, MCL 125.1491 to 125.1496 (see attached excerpt), that will rehabilitate and
own a housing facility or project previously qualified, built, or financed under section 202 of title II
of the housing act of 1959, Public Law 86-372, , section 236 of title Il of the national housing act,
chapter 847, 82 Stat. 498, , or section 811 of subtitle B of title VIII of the Cranston-Gonzalez
national affordable housing act, Public Law 101-625, MCL 211.7d(9)(e)

New Construction is defined in MCL 211.34d(b)(iii). as "property not in existence on the
immediately preceding tax day and not replacement construction. New construction includes the
physical addition of equipment or furnishings, subject to the provisions set forth in Section 27(2)(a)
to (0) [commonly known as residential non-consideration]. For purposes of determining the taxable
value of property under Section 27a, the value of new construction is the true cash value of the new
construction multiplied by 0.50.” MCL 211.7d(9)(f)

Nonprofit Corporation or Association is defined as a nonprofit corporation or association
incorporated under the laws of this state not otherwise exempt from the collection of taxes under
this act, operating a housing facility or project qualified, built, or financed under section 236 of title
{1 of the national housing act, chapter 847, 82 Stat. 498, or section 811 of subtitle B of title VIII of
the Cranston-Gonzalez national affordable housing act, Public Law 101-625. MCL 211.7d(9)(g)

Persons with Disabilities is defined in section 811 of subtitle B of title VIII of the Cranston-
Gonzalez national affordable housing act, Public Law 101-625. MCL 211.7d(9)(h)
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Rehabilitation is defined as “changes to property other than replacement that are required to restore
or modify the property, together with all appurtenances, to an economically efficient condition.
Rehabilitation includes major renovation and modification including, but not necessarily limited to,
the improvement of floor loads, correction of deficient or excessive height, new or improved fixed
building equipment, including heating, ventilation, and lighting, reducing multistory facilities to 1
or 2 stories, adding additional stories to a facility or adding additional space on the same flooy level
not to exceed 100% of the existing floor space on that floor level, improved structural support
including foundations, improved roof structure and cover, floor replacement, improved wall
placement, improved exterior and interior appearance of buildings, and other physical changes
required to restore or change the property to an economically efficient condition. Rehabilitation
shall not include improvements aggregating less than 10% of the true cash value of the property at
commencement of the rehabilitation of the obsolete property.” MCL 125.2782

Residential Units is defined to include 1-bedroom units licensed under the adult foster care facility
licensing act, 1979 PA 218, MCL 400.701 to 400.737, for persons who share dining, living, and
bathroom facilities and who have a mental illness, developmental disability, or a physical disability,
as those terms are defined in the adult foster care facility licensing act, 1979 PA 218, MCL 400.701
to 400.737, or individual self-contained dwellings and 1-bedroom units must be financed either
under section 202 of title 11 of the Lousing act of 1959, Public Law 86-372, or under section 811 of
subtitle B of title VIIT of the Cranston-Gonzalez national affordable housing act, Public Taw 101-

625. MCL 211.7d4(9)(1)

Contact Information
Questions regarding the implementation of this Bulletin can be directed to:

Michigan Department of Treasury

State Tax Cormmission

430 W, Allegan Street

Lansing, M1 48922

(517) 335-3429 Phone
www.michigan,gov/statetaxcommission

Questions regarding payments or specific exempt facilities can be directed to:

Michigan Department of Treasury
Office of Accounting Services
P.O. Box 30722

Lansing, M1 48909

(517) 373-3165 Phone
www.mnichigan.gov/taxes
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MCL 211.70 Charitable Exemption
TO: Assessors, Equalization Directors and Interested Parties
FROM: State Tax Commission

SUBJECT: MCL 211.70 Charitable Exemption

This Bulletin provides an overview of the charitable exemption provided in MCL 211.70 and the
applicable cowt cases that need to be considered in determining whether or not a claimant is
eligihle to receive the cxemption, While this Bulletin provides general information related to the
charitable exemption, individuals may wish to seek legal counsel if they have questions regarding
their specific situation.

A. STATUTORY PROVISION AND THREE-PART TEST

MCL 211.70 of the General Property Tax Act provides an exemption for “[r]eal or personal
property owned and occupied by a nonprofit charitable institution while occupied by that . . .
institution solely for the purposes for which that . . . institution was incorporated.” In
determining whether a taxpayer is qualified for the exemption, a threc-part test is applied:

1. Ts the real estate owned and occupied by the exemption claimant?

2, Isthe exemption claimant a nonprofit charitable institution?

3, Is the buildings and other property thereon occupied by the claimant solely for the
purposes for which the claimant was incorporated?

If all three prongs of the test are met, then a claimant qualifies for a charitable institution
exemption.

To meet the first prong, the mere right to occupy a property is insufficient, as is the mere
planning and preparation to occupy a property; rather, a claimant must maintain a regular
physical presence on the property to satisfy this requirement. See Liberty Hill Housing Corp v
City of Livonia, 480 Mich 44 (2008).

To meet the second prong, all six Wexford factors must be met, The Wexford factors are
discussed below in Section B.
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With regard to the third prong, property may be apportioned for purposes of this exemption. In
such instances, the exemption is granted only for that portion of the premises used for the
purpose for which the claimant was incorporated. See McFarlan Home v City of Flint, 105 Mich
App 728 (1981). Apportionment is only permitted in the case of real property and that the
apportionment must be based on an allocation that grants the exempt status only to the portion
of the premises which is physically occupied “solely” for the exempt charitable purpose.

B. WEXFORD FACTORS

In Wexford Medical Group v Cadillac, 474 Mich 192; 713 NW2d 734 (2006) the Michigan
Supreme Court set forth the following six requirements that must be met for a claimant to be a
nonprofit charitable institution:

1. The claimant must be a nonprofit institution;

2. The claimant must be organized chiefly, if not solely for charity;

3. The clatmant must not offer its charity on a discriminatory basis by choosing who
among the group it purports to serve deserves its services, but rather must serve any
person who needs the particular type of charity being offered; .

4, The claimant must bring people’s minds or hearts under the influence of education or
religion; relieve people’s bodies from disease, suffering, or constraint; assist people to
establish themselves for life; erect or maintain public buildings or works; or otherwise
lessen the burdens of government;

5. The claimant may charge for its services as long as its charges are not more than what is
needed for its successful maintenance; and

6. The claimant need not meet any monetary threshold of charity; rather, if the overall
nature of the claimant is charitable, it is a charitable institution.

C. BARUCH SUPREME COURT DECISION

Wexford factor three was recently defined by the Michigan Supreme Coust in Baruch SLS, Inc v
Tittabawassee Twp, 500 Mich 345; 901 NW2d 843 (2017), The Supreme Court created a new
“reasonable relationship” test to be applied when evaluating factor three; “whether the restrictions
or conditions the institution imposes on its charity bear a reasonable relationship to a permissible
charitable goal.” The Supreme Couut instructed that this “reasonable relationship” test is to be
construed “quite broadly to prevent unnecessarily limiting the restrictions a charity may choose to
place on its services” noting that other states have employed similar tests. The Supreme Court
finther advised “the relationship between the institution’s restriction and its charitable goal need not
be the most direct or obvious. Any reasonable restriction that is implemented to further a charitable
goal that passes factor four is acceptable.” The Supreme Court also stated that the analysis of a
charitable institution’s fees should be considered under factor five, not factor three.

Following the Baruch decision, the Court of Appeals issued a decision in Chelsea Health &
Wellness Foundation v Scio Twp, et al finding that the facility under appeal was entitled to the
charitable exemption and remanding to the Tribunal for entry of the order granting the exemption
for the 2014-2015 tax years. The Court of Appeals, in granting the exemption, found that the
evidence satisfied Wexford factor three as recently interpreted in the Baruch decision. The Court
also found Chelsea Health lessened a burden of government “by undertaking measures designed to
improve the health of the population within its service area.”
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D. PROCEDURES FOR GRANTING OR REMOVING THE EXEMPTION

When granting the exemption, the State Tax Commission recommends that assessors should begin
with the development of a form to apply for the exemption that provides all of the information
necessary for the assessor to approve the exemption, specifically to indicate that the taxpayer meets
the requirements as outlined in statute and as further defined by the Michigan Supreme Court. This
form should require attachments as necessary to support that an organization meets the requirements
for the exemption. A sample form is provided at the end of this Bulletin.

Best practice includes setting up a file for each of the properties that are granted the exemption and
include the form and any documents submitted to support the exemption. The record card for the
property should also be included in this folder. Assessors should annually review these exemptions
to determine if any changes have been made which would change the status of the exemption.
Assessors can request additional information from the organization to support the continued exempt

status.

If an assessor has evidence that the property no longer qualifies for the exemption, they should
remove the exemption, notify the taxpayer and provide them with documentation of their appeal
rights. The same is true in the absence of supporting documentation from the taxpayer that the
exemption should be continued. '
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Sample Application for Property Tax Exemption

Property Tax ID (Parcel Number):

Street Address of Properiy,

Name of Organization;

Mailing Address:

Officers: Title:

Under what section(s) of the Michigan General Property Tax Act are you requesting exemption?

Please state the reason you are applying for this exemption:

Are you currently receiving a property tax exemption in another Michigan city or township?
Yes No

[f Yes, where and what type of exemption is being received?

Please enclose the following documents with this application: (All information is required)

1. Adricles of Incorporation 2. LR.S. Statement Indicating status
3. Proof of Ownership 4, By Laws
Signature/Title Phone # Date

For Office Use Only:

Approved: Yes No

Assessor Date




MICHIGAN RENAJISSANCE ZONE ACT (EXCERFT)
Act 376 of 1996

125.2688d Tool and die renalssance recovery zones; definitions.

Sec. 8d. (1) The board of the Michigan strategic fund described in section 4 of the Michigan strategic fund
act, 1984 PA 270, MCL 125.2004, may designate not more than 35 tool and die renaissance recovery zones
within this state in 1 or more cities, villages, or townships if that city, village, or fownship or combination of
cities, villages, or townships consents to the creation of a recovery zone within their boundaries. A recovery
zone shall have a duration of renaissance zone status for a period of not less than 3 years and not more than 15
years as determined by the board of the Michigan strategic fund. If the Michigan strategic fund defermines
that the duration of renaissance zome status for a recovery zone is less than 15 years, then the Michigan
strategic fund, with the consent of the city, village, or township or combination of cities, villages, or
townships in which the qualified tool and die business is located, may extend the duration of renaissance zone
status for the recovery zone for 1 or more periods that when combined do not exceed 15 years. Not less than 1
of the recovery zones shall consist of 1 or more qualified tool and die businesses that have a North American
industrial classification system (NAICS) of 332997.

(2) The board of the Michigan strategic fund may designate a recovery zone within this state if the
recovery zone consists of not less than 4 and not more than 20 qualified tool and die businesses at the time of
designation. If the board of the Michigan strategic fund designated 1 or more recovery zones that contain less
than 20 qualified tool and die businesses before December 19, 2005, the board of the Michigan strategic fund
Inay add additional qualified tool and die businesses to that recovery zone subject to the limitations contained
in this subsection. A recovery zone shall consist of only qualified tool and die business property. The board of
the Michigan sirategic find may combine exisiing recovery zones that are comprised solely of tool and die
businesses that are parties to the same qualified collaborative agreement. Where 2 or more recovery zones
have been combined, the board of the Michigan strategic fund may continue to designate additional recovery
zones, provided that no more than 35 tool and die recovery zones exist at 1 time.

(3) The board of the Michigan strategic fund may revole the designation of all or a portion of a recovery
zone with respect to 1 or more qualified tool and die businesses if those qualified tool and die businesses fail
or cease to participate in or comply with a qualified collaborative agreement. A qualified tool and die business
may enter Into another qualified collaborative agreement once it is designated part of a recovery zone.

(4) One or more qualified tool and die busmesses subject to a qualified collaborative agrecment may merge
into another group of qualified tool and die businesses subject to a different qualified collaborative agreement
upon application to and approval by the Michigan strategic fund.

(5) A qualified tool and die business in a recovery zone may have a different period of renaissance zone
status than other qualified tool and die businesses in the same recovery zone.

(6) The board of the Michigan strategic fund may modify an existing recovery zone to add 1 or more
qualified tcol and die businesses with the consent of all other gnalified tool and die businesses that are
participating in the recovery zone.

(7) The board of the Michigan strategic fund may modify an existing recovery zone to add additional
property under the same terms and conditions as the existing recovery zone if all of the following are met:

(a) The additional real property is contiguous to existing qualified ool and die business propesty and will
become qualified tool and die business property once it is brought into operation as determined by ths board
of the Michigan strategic fund.

(b) The city, village, or T:OWIlShlp in which the qualified tool and die business is located consents to the
mocdification,

(8) Beginning on January 13, 2009, a recovery zone may include a qualified tool and die business that has
75 or mere full-time employees if that qualified tool and die business has entered into a written agreement
with the board of the Michigan siraiegic fund and the city, village, or township, or a combination of cities,
villages, or townships, in which the qualified tool and die business is located.

(9) As used in this section:

(2) "Qualified collaborative agreement” means an agreement that demonstrates synexgwtm opportunities,
including, but not limited to, all of the following:

(7} Sales and marketing efforts.

(i) Development of standardized processes.

(##i) Development of tooling standards.

(#v) Standardized project management methods.

{(v) Improved ability for specialized or small niche shops to develop expertise and compete successfully on
larger programs.
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(b) "Qualified tool and die business” means a business entity that meets all of the following:

(7) Has a North American industrial classification system (NAICS) of 332997, 333511, 333512, 333513,
333514, or 333515; or has a North American industrial classification system (NAICS) of 337215 and operates
a facility within an existing renaissance zone, which facility is adjacent to real property not located in a
renaissance zone and is located within 1/4 mile of a Michigan technical education center.

(i) Has entered into a qualified collaboration agreement as approved by the Michigan strategic fund
consisting of not fewer than 4 or more than 20 other business entities at the time of designation that have a
North American industrial classification system (NATICS) of 332997, 333511, 333512, 333513, 3335 14, or
333515.

(iif) Bxcept as otherwise provided by the board of the Michigen strategic fund, has fewer than 75 full-time
employees.

(¢) "Qualified tool and die business property” means 1 or more of the following:

() Property owned by 1 or more qualified tool and die businesses and used by those qualified tool and die
businesses primarily for tool and die business operations. Qualified tool and die business property Is used
primarily for tool and die business operations if the qualified tool and die businesses that own the qualified
tool and die business property generate 75% or more of the qualified tool and die businesses' gross revenue
from tool and die operations. that take place on the quatified tool and die business property at the time of
designation.

(#i) Property leased by I or more qualified tool and die business for which the qualified tool and die
business is liable for ad valorem property taxes and which is used by those qualified tocl and die businesses
primarily for tool and die business operations. Qualified tool and die business property is wsed primarily for
tool and die business operations if the qualified tool and die businesses that lease the qualified tool and die
business property generate 75% or more of the qualified tool and die businesses’ gross revenue from fool and
die operations that take place on the qualified tool and die business property at the time of designation. The
qualified tool and die business shall furnish proof of its ad valorem property tax lizbility to the department of
treasury.

History: Add, 2003, Act 266, Imd. Eff, Jan, 5, 2004;—Am. 2004, Act 202, Imd. Bff. Jly 13, 2004;—Am. 2005, Act 276, Imd, Eff.
Dec. 19, 2005—Am. 2006, Act 93, Imd. Eff. Apr. 4, 2006;,—Am. 2008, Act 117, Tmd. Eff, Apr. 29, 2008;—Am. 2008, Act 495, Imd.
Bff. Jan. 13, 2008:~-Am. 2010, Act 368, Imd. EfE. Dec. 22, 2010,

Compiler's note: For transfer of Michigan strategic fund from department of management and budget o department of labor and
economic growth, see ER.O, No. 2003-1, compiled at MCL 445.2011,
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NONFERROUS METALLIC MINERALS EXTRACTION SEVERANCE TAX ACT
Act 410 of 2012

AN ACT to levy specific taxes on certain nonferrous metallic minerals on certain taxpayers in this state; to
provide for the levy, collection, and administration of the specific tax; to provide certain reporting
requirements; to provide for certain penalties; to provide certain exemptions, credits, and refunds; and to
provide for the distribution of the specific tax.

History: 2012, Act 410, Imd. Eff. Dec. 20, 2012.

The People of the State of Michigan enact:

211.781 Short title.

Sec. 1. This act shall be known and may be cited as the "nonferrous metalhc minerals exiraction severance
tax act".

History: 2012, Act 410, Imd. Eff. Dee, 20, 2012,

211.782 Definitions.

Sec, 2. As used in this act;

(a) "Beneficiation” means milling, processing, grinding, separating, concentrating, pelletizing, and other
processes necessary to prepate nonferrous metallic mineral ore for sale or transfer.

(b) "Department” means the department of treasury.

(c) "Mineral” means a naturally occurring solid substance that is extracted from the earth in this staie
primarily for its nonferrous metallic mineral content for commercial, industrial, or construction purposes.
Mineral does not include gypsum, lime, limestone, salt, dolomite, basalt, granite, sandstone, shale, clay, stone,
gravel, marl, peat, sand, gemstones, coal, substances extracted from potable water or brine, substances
extracted from oil or natural gas, low-grade iron ore that is defined and taxed under 1951 PA 77, MCL
211.621 to 211.626, any property that is defined and taxed under 1963 PA 68, MCL 207.271 to 207.279, or
any other substance not extracted primarily for its nonferrovs metallic mineral content.

(d) "Miineral-producing property" means real and personal property in this state that is part of a producing
mtine or utilized directly in association with a producing mine on a parcel on which the shaft, incline, or adit is
located, or a parcel contiguous or appurtenant o a parcel on which the shaft, incline, or adit is located. As
used in this section, contiguity is not broken by a road, an easement, a right-of-way, or property occupied by
power transmission lines or buffer zones. Mineral-producing property also includes all the following within
this state:

(i} Mineral rights in mineral-producing property.

(i) Mineral leases, options, and mining rights on or in mineral-producing property.

(i) Mineral stockpiles and mineral inventories that are owned, leased, or controlled by a taxpayer.

(#v) Leach pads, waste rock repositories, and tailings impounds that are owned, leased, or controlled by a
taxpayer.

(v) Buffer lands that are owned, leased, or controfled by a taxpayer and are appurtenant to
mineral-producing propeity, For purposes of determining appurtenance fo mineral-producing property for
buffer lands owned, leased, or controlled by a taxpayer, there is a rebuftable presumption that all of the
following apply:

(A) Land that is no more than 1/4 mile from nonbuffer land mineral-producing property, is held by the
taxpayer for use as buffer land.

(B) Land that is more than 1/4 mile from nonbuffer land mineral-producing property and that a taxpayer is

" required to own, lease, or control due to requirements imposed by federal, state, or local law, is held by the
taxpayer for use as buffer land.

(vi) Buildings, improvements, fixtures, and nonmobile equipment located upon, beneath, or appurtenant to
a mine, including administrative and support facilities appurtenant to a mine provided that such property is
located upon, beneath, or on a parcel that is a mineral-producing property.

(vif) Property owned and primarily used by the taxpayer in the transportation of minerals from a producing
mine to the point where beneficiation activities begin.

(viii) Property used for beneficiation of extracted minerals if the person that owns or controls the property
is a taxpayer.

() "Mineral-producing property" does not include real and personal property that is used for iransportation
of minerals between any locations, uniess it is specifically described in subdivision (d). Also,
mineral-producing property does not include real property owned, leased, or controlled by a taxpayer that is
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used as residential real property.

(f) "Minerals severance tax" or "severance tax" means the specific tax levied under section 4.

(g) "Open mine" means a mine at which a shaft, incline, or adit has been started or overburden has been
stripped. :

(h) "Person” means an individual, firm, limited parinership, limited Tiability patinership, copartnership,
partnership, joint venture, corporation, association, subchapter S corporation, limited ljability company,
receiver, estate, trust, or any other legal entity or combination of legal entities acting as a unit.

(i) "Producing mine" means a mineral mine in this state at which a taxpayer is producing 1 or more
minerals. Producing mine does not include a mine operated primarily for tourism purposes or a mine in which
the minerals produced are used for artistic purposes and are incidental to the business operation of the owner.

(G} "Rural development fund” means the rural development fund created in section 5 of the rural
development fund act.

(k) "Taxable mineral" means the first marketable mineral or mineral product sold or transferred by the
taxpayer that is taxable under this act. Taxable mineral also includes & mineral which has been sold or
transferred by a taxpayer following beneficiation in this state and a mineral which is otherwise taxable under
this act. .

(1) "Taxable mineral value” means the total value received by a taxpayer for the sale or transfer of taxable
minerals, whether or not in a beneficiated state, including premiums, bonuses, subsidies, or noncash
consideration, with no deductions. There is a rebuttable presumption that the purchase price of a taxable
mineraf under a bona fide ayrm's-length contract of sale or transfer between nrelated persons reflects the
taxable mineral value. In determining the taxable mineral value of a taxable mineral for contracts of sale or
iransfer between related persons, there is a rebuttable presumption that taxable mineral value for related party
sales or transfers shall be based on the average daily price of the mineral as quoted on published market
indices as of the date of sale or transfer. The taxable mineral value of taxable minerals sold or transferred by a
taxpayer following beneficiation shall refiect the total value of the taxable mineral in its beneficiated state.
For taxable minerals which are to be shipped or transported outside this state for beneficiation outside this
state or otherwise removed by a taxpayer from this state and which are considered to have been sold as
provided in section 4(1), the taxable mineral value shall reflect the total value of the minerals immediately
prior to the shipment or removal based on the average daily price of the mineral as quoted on published
market indices as determined by the department.

(m) "Taxpayer” means a person subject toa specific tax levied under this aci.

(1) “Transfer" means an in-lind exchange or other disposition of an interest in minerals, whether or not
beneficiated, other than through a sale.

History: 2012, Act 410, Imd. E£f Dec. 20, 2012,

211.783 Mineral and right, claim, lease, or option; tax exemption; shaft, incline, adit, or value
of overburden stripping at open mine; tax exemption.

Sec. 3. Beginning December 31, 2012, any mineral and any right, claim, lease, or option in or of any
mineral is exempt and any shaft, incline, adit, or value of overburden stripping located at an open mine is
exempt under section 7pp of the general property tax act, 1893 PA 206, MCL 211.7pp.

History: 2012, Act 410, Yind. Eff. Dec. 20, 2012.

211.784 Minerals severance tax; levy; other tax exemptions; rate; computation of taxable
mineral value; payment; transfer or purchase of mineral; tax credit for open mines opened
between January 1, 2011 and June 30, 2013; first year of tax levy.

Sec. 4. (1) The minerals severance tax is levied on taxable minerals that a taxpayer extracts from the earth

in this state or that a taxpayer beneficiates in this state. A mineral extracted from the earth in this state by a

taxpayer which is shipped outside this state for beneficiation outside this state or otherwise removed from this

state prior to actual sale or fransfer is considered to have been sold by the taxpayer immediately prior to the
shipment or removal and is subject to the minerals severance tax levied under this section. A taxpayer subject
to the minerals severance tax is exempt from all of the following as provided in this act:

(a) The collection of taxes under the general property tax act, 1893 PA 206, MCL 2111 fo 211.155, as
provided in section 7qq of the general property tax act, 1893 PA 206, MCL 211.7qq.

(b) The tax levied under part 2 of the income tax act of 1967, 1967 PA 281, MCL 206.601 to 206.699, as

provided in sections 31b and 623 of the income tax act of 1967, 1967 PA 281, MCL 206.31b and 206,623,

(c) The tax levied under the general sales tax act, 1933 PA 167, MCIL, 205.51 to 205.78, as provided in
section 4dd of the general sales tax act, 1933 PA 167, MCL 205.54dd.
(d) The tax levied under the use tax act, 1937 PA 94, MCL 205.91 10 205.111, as provided in section 4aa
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of the use tax act, 1937 PA 94, MCL 205.94aa.

(2} The minerals severance tax required to be paid by each taxpayer each year shall be 2,75% of the
taxable mineral value.

(3) The taxable mineral value of all minerals shall be computed as of the time of sale or transfor. Each
taxpayer shall pay the minerals severance tax to the local tax collecting unit on or before February 15
beginning on February 15 in the calendar year immediately following the year in which the depariment
declares the property to be mineral-producing property under section 6.

{4) If a taxpayer sells or transfers the minerals to another taxpayer, the seller or transferor shall add to the
sales price, or to the value of the consideration with respect to a transfer, any minerals severance tax the seller
or transferor paid under this act for those minerals and Htemize the minerals severance tax paid under this act
on the invoice, )

(53) A taxpayer that purchases taxable minerals from another taxpayer may claim a credit against the
minerals severance tax imposed under this act for the minerals severance tax paid under this act by the seller
or transferor for those minerals that is itemized on the invoice, '

(6) For open mines opened at any time between January 1, 2017 and Fene 30, 2013, for the first 5 years in
which that open mine is a producing mine and is subject to the minerals severance tax, the taxpayer may
claim a credit of not more than 20% of the amonnt of the ad valorem property tax levied on that open mine in
2012 attributable to those minerals valued by the state geologist under section 24(2) of the general property
tax act, 1893 PA 206, MCL 211.24, in 2012, _

(7) In the first year that a minerals severance tax is levied on a taxpayer under this act, the minerals
severance tax for that year is equal fo the greater of the following:

(a) The minerals severance tax caleulated under subsection (2).

{(b) The amount of general ad valorem property tax that was paid on the mineral-producing property for
that year.

History: 2012, Act 410, Fmd. Eff. Dee. 20, 2012,

211.785 Preparation and submission of report hy taxpayer.

Sec. 5. Each year, a taxpayer shall prepare and submit to the depariment and to the local tax collecting unit
a report in the time, form, and manner required by the department, showing the total amount of minerals sold,
transferred, or beneficiated during the preceding year, the faxable mineral value of the minerals sold,
transferred, or beneficiated, and any other information required by the department for valuation purposes.

History: 2012, Act 410, Imd. Eff. Dec, 20, 2012,

211.786 Mineral-producing property; determination by depariment; notification that property
no fonger mineral-producing property; notification; list to be provided by state geologisi;
nofice of ceased operations.

Sec. 6. (1) The department shall determine when property is classified under this act as mineral-producing
property. A taxpayer shall notify the department within 30 days of beginning operation of a producing mine.
Upon making this determination, the deparfment shall notify a1l local assessing authorities of those properties
that are classified ag a mineral-producing property and are subject to the minerals severance tax under this act.
Beginning on December 31 in the calendar year in which property is determined by the department to be
mineral-producing property, that property is exempt from taxes collected under the general property tax act,
1893 PA 206, MCL 211.1 to 211.155. The property shall be subject to the minerals severance tax when the
property is determined to be mineral-producing property by the department. Beginning on the date an open
mine becomes a producing mine, the mineral-producing property is exempt from fhe taxes set forth in section
4(1)(b), (c), and (d) as provided in this act.

(2) If the depariment determines that property previously determined to be a mineral-producing property is
no longer mineral-producing property, the department shall notify the taxpayer and the local assessing
authorities that the property is no longer subject to the minerals severance tax under this act begiming
December 31 in the year that determination is made and that property shall be subject to the collection of
taxes under the general property tax act, 1893 PA 206, MCL 211.1 10 211.155. The local tax collecting unit in
which the property is located is responsible for assessment of that property as of the date of the department's
notification to the local assessing authority. Ten days affer the date of the department's notification to the
taxpayer shall be the date on which the minerals severance tax shall cease and all related tax exemptions
described in section 4(1)(b), (), and {d) shal} cease,

(3) On or before February 1{ of each year, the stafe geologist shall provide a list of all mineral-producing
properties as of the end of the previous calendar yeat to the department.

(4) If a taxpayer ceases operation of a producing mine for 30 or more consecutive days, the taxpayer shall
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notify the department, in writing, that it has ceased operations within 7 business days.
History: 2012, Act 410, Iimd. Eff. Dec, 20, 2012,

214.787 Record to be prepared, kept, and preserved by taxpayer; inspection; publication of
value of all minerals.

Sec. 7. (1) Each taxpayer shall prepare, keep, and preserve a fisll and complete record for each tax year of
all minerals extracted from the earfh in this state or beneficiated in this state, and that record shall be open at
all times to the inspection of the department.

(2) Annually, the department shall publish the value of all minerals reported under this act.

History: 2012, Act 410, Imd. E{f. Dee, 20, 2012

211.788 Rules.
Sec. 8. The department may promulgate rules to implement this act pursuani to the administrative
procedures act of 1969, 1969 PA 306, MCL 24,201 to 24.328.

Histary: 2012, Act410, Iind. E£f Dec, 20, 2012,

211.788 Minerals severance tax; allocation by depariment; collection by local tax collecting
unit; distribution; report of collections and distributions; remittance of portion io
department for deposit in rural development fund; modificdtion so that distributions fo
school districts, this state, and local governmental units not reduced; provisions
applicable to open mines opened between January 1, 2011 and June 30, 2013.

Sec. 9. (1) The department shall allocate the minerals severance tax and the local tax collecting unit shall
collect the minerals severance tax as provided in this act and collect the same collection charges as general
property taxes under the general property tax act, 1893 PA 206, MCL 211.1 to 211.155. Property listed and
taxed under this act shall be subject to return and sale for nonpayment of taxes in the same manner, at the
same time, and under the same penalties as property returned and sold for nonpayment of taxes levied under
the general property tax act, 1893 PA 206, MCL 2il.110 211.155.

(2) If mineral-producing property is located in move than 1 local tax collecting unit, the department, or a
person designated by the department, shall determine the portion attributable to each local tax collecting unit.

(3) Except as provided in subsection (5), the minerals severance tax collected under this act shall be
distributed as follows: 1

(a) 65% by the local tax collecting unit to school districts, this state, and Iocal governmental units in the
same proportion as the general ad valorem propeity taxes are distributed. The amounis distributed may be
used by the receiving entities for any use for which such entity is permitted to use general ad valorem
property tax revenues.

(b) 35% to the department for deposit into the rural development fund.

(4) The local tax collecting unit shall report all collections and distributions under this act to and remit the
portion of the minerals severance tax described in subsection (3)(b) to the department for deposit in the rural
development fund no later than 30 days after a payment is received from the taxpayer. If a local tax collecting
unit fails to make any distribution or remittance required under this act to another entity, the department shall
deduct an equivalent amount from any revenues the local tax collecting unit would ctherwise be entitled to
receive under the Glenn Steil state revenue sharing act of 1971, 1971 PA 140, MCL 141.901 to 141,921, and
distribute the amount deducted to those entities entitled to receive that distribution undex this act.

(5) In determining the distribution under subsection (3), the department shall modify the distributions so all
minerals severance fax revenue lost due to the credit described in section 4(6)} does not reduce the
distributions to school districts, this state, and local governmental units under subsection (3)(a).

(6) For open mines opened at any time between January 1, 2011 and Fune 30, 2013, all of the following
apply:

(a) For the first 5 years in which that open mine is a producing mine and is subject to the minerals
severance {ax, if the amount distributed under subsection (3)(a) is less than $3,500,000.00, the taxpayer shall,
in addition to the amount distributed under subsection (3)(a), pay the difference between $3,500,00.00 and the
amount distributed under subsection (3)(2), which additional amount shall be distributed to the school
districts, this state, and local governmental unifs in the proportion provided in subsection (3)(a).

(b) For the sixth and seventh years in which that open mine is a producing mine and is subject fo the
minerals severance tax, if the amount distributed under subsection (3)(a) is less than $1,600,000.00, the
taxpayer shall, in addition to the amount distributed under subsection (3)(a), pay the difference between
$1,600,000,00 and the amount distributed under subsection (3)(a), which additional amount shall be
distributed to the school districts, this state, and local governmental units in the manner provided in
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subsection (3)(a).
(c) If the taxpayer makes any additional payments as provided under this subsection in addition to the
amount distributed under subsection (3)(a), the amount of that additional payment shall be recovered as a

credit, without interest, by the taxpayer against subsequent payments made under this act and distributed .

under subsection (3)(a) wtil the taxpayer has been reimbursed in full, provided that in no case shali this credit
cause the distribution made under subsection (3)(a) in that year to fall below the minimum amounts provided
in subdivision (a) or (b} for that year. The credit shall be cumulative and shall not expire until the taxpayer has
been fully reimbursed under this act.

History: 2012, Act410, Iimd. Eff, Dec, 20, 2012.

211,720 Restraining order.

See. 10. Unless tho minerals severance tax is being contested ag provided by law, upon an action being
filed under the direction of the attorney general in the circuit cowrt for the county of Ingham, that court shall
have power to restrain by injunction any taxpayer or person that has failed to comply with this act and in the
same manmner to restrain any taxpayer or person fiom continuing to extract minerals while delinquent in the
filing of any report or the paying of any tax, penalty, or cost required under this act.

History: 2012, Act 410, Imd, Eff. Dec, 20, 2012.

211.791 Administration of tax by department.
Sec. 11. The minerals severance tax levied under this act shall be administered by the department.
History: 2012, Act 410, Imd. Eff. Dec, 20, 2012,
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