SB 796, As Passed Senate, May 31, 2000

REPRI NT
HOUSE SUBSTI TUTE FOR
SENATE BILL NO 796
(As passed the House, May 17, 2000)

A bill to amend 1967 PA 281, entitled
"l ncome tax act of 1967,"
by anmendi ng section 261 (MCL 206.261), as anended by 1996 PA
484.

THE PEOPLE OF THE STATE OF M CHI GAN ENACT:

Sec. 261. (1) For the 1989 tax year and each tax year after
1989 and subject to the APPLICABLE Iimtations in
—stbsections(2)y—to(6)— TH S SECTI ON, a taxpayer nmay credit
agai nst the tax inposed by this act 50% of the anpbunt the tax-
payer contributes during the tax year to an endowrent fund of a
community foundation or for the 1992 tax year and each tax year
after 1992 and subject to the APPLICABLE |imtations in
—stbsections—(2)—(3)5—and—(5— TH S SECTI ON, a taxpayer nmay
credit against the tax inposed by this act 50% of the cash anpunt

t he taxpayer contributes during the tax year to a shelter for
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honel ess persons, food kitchen, food bank, or other entity
located in this state, the primary purpose of which is to provide
over ni ght acconmodati on, food, or neals to persons who are indi-
gent if a contribution to that entity is tax deductible for the
donor under the internal revenue code.

(2) For a taxpayer other than a resident estate or trust,
the credit allowed by this section for a contribution to a conmu-
nity foundation shall not exceed $100. 00, or $200.00 for a hus-
PARVERR AN 3100! 08 &R 2580, 06! FOR A RUSBAND AND_ W FE FT LI NG A
gg&N;enggﬁy FOR TAX YEARS AFTER THE 1999 TAX YEAR  For the 1992
each tax year after 1992, a taxpayer may claiman additional
credit under this section not to exceed $100.00, or $200.00 for a
husband and wife filing a joint return, for total cash contri bu-
tions nade in the tax year to shelters for honel ess persons, food
kitchens, food banks, and, except for conmunity foundations,
other entities allowed under subsection (1). For a resident
estate or trust, the credit allowed by this section for a contri -
bution to a community foundation shall not exceed 10% of the
taxpayer’s tax liability for the tax year before claimng any
credits allowed by this act or $5,000.00, whichever is |less. For
the 1992 tax year and each tax year after 1992, a resident estate
or trust may claiman additional credit under this section not to
exceed 10% of the taxpayer’s tax liability for the tax year
before claimng any credits allowed by this act or $5,000. 00,
whi chever is less, for total cash contributions nmade in the tax
year to shelters for honel ess persons, food kitchens, food banks,
and, except for community foundations, other entities all owed
under subsection (1). For a resident estate or trust, the anount
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used to calculate the credits under this section shall not have
been deducted in arriving at federal taxable incone.

(3) The credits all owed under this section are nonrefundabl e
so that a taxpayer shall not claimunder this section a total
credit anount that reduces the taxpayer’s tax liability to |less
t han zero.

(4) As used in this section, "community foundation” nmeans an

ggganization that applies for certification on or before Aprit—% MAY

of the tax year for which the taxpayer is claimng the credit and
that the departnent certifies for that tax year as neeting all of
the foll ow ng requirenents

(a) Qualifies for exenption fromfederal incone taxation
under section 501(c)(3) of the internal revenue code.

(b) Supports a broad range of charitable activities within
t he specific geographic area of this state that it serves, such
as a municipality or county.

(c) Maintains an ongoing programto attract new endownrent
funds by seeking gifts and bequests froma w de range of poten-
tial donors in the conmunity or area served.

(d) I's publicly supported as defined by the regul ations of
the United States departnent of treasury, 26
CF.R 1.170A-9(e)(10). TO MAI NTAI N CERTI FI CATI ON, THE COMMUNI TY
FOUNDATI ON SHALL SUBM T DOCUMENTATI ON TO THE DEPARTMENT ANNUALLY
THAT DEMONSTRATES COWVPLI ANCE W TH THI' S SUBDI VI SI ON.

(e) I's not a supporting organi zation as —defined—under— AN
ORGANI ZATION | S DESCRIBED I N section 509(a)(3) of the internal
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revenue code and the regul ations of the United States departnent
of treasury, 26 CF. R 1.509(a)-4 and 1.509(a)-5.

(f) Meets the requirenents for treatnent as a single entity
contained in the regulations of the United States departnent of
treasury, 26 CF. R 1.170A-9(e)(11).

fg s EXCEPT AS PROVIDED I N SUBSECTION (6), IS incorporated or
established as a trust —before

whi-ch—the—credi-t—s—ctarmed— AT LEAST 6 MONTHS BEFORE THE BEG N-

9 NING OF THE TAX YEAR FOR WHI CH THE CREDI T UNDER THI S SECTION | S
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CLAI MED AND THAT HAS AN ENDOAWENT VALUE OF AT LEAST $100, 000. 00
BEFORE THE EXPI RATI ON OF 18 MONTHS AFTER THE COVMUNI TY FOUNDATI ON
'S | NCORPORATED OR ESTABLI SHED.

(H HAS AN | NDEPENDENT GOVERNI NG BODY REPRESENTI NG THE CEN-
ERAL PUBLIC S | NTEREST AND THAT IS NOT APPO NTED BY A SI NGLE OUT-
SI DE ENTI TY.

(1) PROVI DES EVI DENCE TO THE DEPARTMENT THAT THE COVMUNI TY
FOUNDATI ON HAS, BEFORE THE EXPI RATI ON OF 6 MONTHS AFTER THE COM
MUNI TY FOUNDATI ON |'S | NCORPORATED OR ESTABLI SHED, AND MAI NTAI NS
CONTI NUALLY DURI NG THE TAX YEAR FOR WHI CH THE CREDI T UNDER THI S
SECTION | S CLAI MED, AT LEAST 1 PART-TI ME OR FULL-TI ME EMPLOYEE.

(J) FOR COVMMUNI TY FOUNDATI ONS THAT HAVE AN ENDOAWENT VALUE
OF $1, 000, 000. 00 OR MORE ONLY, THE COVMUNI TY FOUNDATION IS
SUBJECT TO AN ANNUAL | NDEPENDENT FI NANCI AL AUDI T AND PROVI DES
COPI ES OF THAT AUDI T TO THE DEPARTMENT NOT MORE THAN 3 MONTHS
AFTER THE COVMPLETION OF THE AUDI T. FOR COVMUNI TY FOUNDATI ONS
THAT HAVE AN ENDOMWENT VALUE OF LESS THAN $1, 000, 000. 00, THE
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COVMUNI TY FOUNDATI ON |'S SUBJECT TO AN ANNUAL REVI EW AND AN AUDI T
EVERY THI RD YEAR.

(K) I'N ADDI TION TO ALL OTHER CRITERI A LI STED I N TH S SUBSEC-
TION FOR A COVWUNI TY FOUNDATI ON THAT | S | NCORPORATED OR ESTAB-

LI SHED AFTER THE EFFECTI VE DATE OF THE AMENDATORY ACT THAT ADDED
THI'S SUBDI VI SI ON, OPERATES IN A COUNTY OF THI S STATE THAT WAS NOT
SERVED BY A COMWWUNI TY FOUNDATI ON WHEN THE COVMUNI TY FOUNDATI ON
WAS | NCORPORATED OR ESTABLI SHED OR OPERATES AS A GEOGRAPHI C COM
PONENT OF AN EXI STI NG CERTI FI ED COVWUNI TY FOUNDATI ON.

(5) An entity other than a conmunity foundation may request
that the departnent determine if a contribution to that entity
qualifies for the credit under this section. The departnent
shall make a determ nation and respond to a request no |later than
30 days after the departnent receives the request.

f6 A TAXPAYER MAY CLAIM A CREDI T UNDER THI S SECTI ON FOR
CONTRI BUTI ONS TO A COVVUNI TY FOUNDATI ON MADE BEFORE THE EXPI RATI ON
OF THE 18- MONTH PERI QD AFTER A COVMUNI TY FOUNDATI ON WAS | NCORPORATED
OR ESTABLI SHED DURI NG WHI CH THE COVMUNI TY FOUNDATI ON_ MJUST BUI LD AN
ENDOWENT VALUE OF $100, 000. 00 AS PROVI DED | N SUBSECTI ON (4%86&). | F
THE _COVMUNI TY FOUNDATI ON DOES NOT REACH THE REQUI RED $100, 000. 00
ENDOWVENT VALUE DURI NG THAT 18- MONTH PERI QD, RI BUTI ONS TO THE
COVMUNI TY FOUNDATI ON MADE AFTER THE DATE ON WHI CH THE_ 18- MONTH
PERI OD EXPI RES SHALL NOT_BE USED TO CALCULATE A CREDI T UNDER THI S
SECTI ON. AT ANY TI ME AFTER THE EXPI RATI ON OF THE_18- MONTH PERI OD
UNDER SUBSECT| ON O(__425&G THAT THE _COWMUNI TY FOUNDATI ON HAS AN
ENDOWVENT VAL UE 00, 000. 00, _THE COVMUNI TY FOUNDATI ON MAY APPLY
TO THE DEPARTMENT FOR CERTI FI CATI ON UNDER THI'S SECTI ON.

(7) 6y On or before July 1 of each year, the departnent shall
report to the house conmittee on tax policy and the senate
finance conmttee the total anmpbunt of tax credits clained under
this section and under section 38c of the single business tax
act, —Aet—No—228—of thePubliec-Acts—of 1975 —being
sectton—2068-38c—of theMechtgan—Conmptted—tanws— 1975 PA 228, MCL

208.38C, for the inmedi ately precedi ng tax year.
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