SB 888, As Passed Senate, December 1, 1999

SUBSTITUTE FOR
SENATE BILL NO. 888

A bill to amend 1975 PA 228, entitled
"Singl e business tax act,"
by anmendi ng section 39c (MCL 208.39c), as added by 1998 PA 534.
THE PEOPLE OF THE STATE OF MICHIGAN ENACT:

Sec. 39c. (1) —For—tax—years—thatbeginafterbecenber—31;-

1998—and—betoreJantary—1,—2603—a— A qualified taxpayer WTH A
REHABI LI TATI ON PLAN CERTI FI ED AFTER DECEMBER 31, 1998 AND BEFORE

JANUARY 1, 2003 may credit against the tax inposed by this act

t he amount determ ned pursuant to subsection (2) for the quali-
fied expenditures for the rehabilitation of a historic resource
pursuant to —a— THE rehabilitati on plan fer—3t—-oef—thefotHowng
t+mre—pert+ods— IN THE YEAR I N WH CH THE CERTI FI CATI ON OF COM
PLETED REHABI LI TATI ON OF THE HI STORI C RESOURCE | S | SSUED PROVI DED
THAT THE CERTI FI CATI ON OF COVPLETED REHABI LI TATI ON WAS | SSUED NOT
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Senate Bill No. 888 2
MORE THAN 5 YEARS AFTER THE REHABI LI TATI ON PLAN WAS CERTI FI ED BY
THE M CHI GAN HI STORI CAL CENTER

o)y . et habi e .
. I o e

oy . el TN : Ltied ’

. o it t] . . I I . I .
ts—ptanned—For—2to5years—

(2) The credit allowed under this section shall be 25% of
the qualified expenditures that are eligible for the credit under
section 47(a)(2) of the internal revenue code if the taxpayer is
eligible for the credit under section 47(a)(2) of the internal
revenue code or, |F THE TAXPAYER IS NOT ELI G BLE FOR THE CREDI T
UNDER 47(a)(2) OF THE | NTERNAL REVENUE CODE, 25% of the qualified
expendi tures that —are—eHgtblefor—theecredit—under—thts—act—
WOULD QUALI FY UNDER SECTION 47(a) (2) OF THE | NTERNAL REVENUE CODE
EXCEPT THAT THE EXPENDI TURES ARE MADE TO A HI STORI C RESOURCE THAT
| S NOT ELI G BLE FOR THE CREDI T UNDER SECTION 47(a)(2) OF THE
| NTERNAL REVENUE CCDE if the taxpayer is not eligible for the
credit under section 47(a)(2) of the internal revenue code,
subj ect to both of the foll ow ng:

(a) A taxpayer with qualified expenditures that are eligible
for the credit under section 47(a)(2) of the internal revenue
code may not claima credit under this section for those quali -
fied expenditures unless the taxpayer has clainmed and received a
credit for those qualified expenditures under section 47(a)(2) of

the internal revenue code.
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(b) A credit under this section shall be reduced by the
anount of a credit received by the taxpayer for the sane
qual i fied expendi tures under section 47(a)(2) of the internal
revenue code.

(3) To be eligible for the credit under this section, the
t axpayer shall apply to and receive fromthe M chigan historica
center certification that the historic significance, the rehabil -
itation plan, and the conpleted rehabilitation of the historic

resource neet the criteria under subsection (6) and either of the

fol | ow ng:

(a) Al of the followng criteria:

(1) The historic resource contributes to the significance of
the historic district in which it is |ocated.

(11) Both the rehabilitation plan and conpleted rehabilita-
tion of the historic resource neet the federal secretary of the
interior's standards for rehabilitation and gui delines for reha-
bilitating historic buildings, 36 CF. R 67.

(11m) Al rehabilitation work has been done to or wthin the
wal | s, boundaries, or structures of the historic resource or to
historic resources |ocated within the property boundaries of the
property.

(b) The taxpayer has received certification fromthe
national park service that the historic resource's significance,
the rehabilitation plan, and the conpleted rehabilitation qualify
for the credit allowed under section 47(a)(2) of the interna

revenue code.
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(4) If aqualified taxpayer is eligible for the credit
al |l oned under section 47(a)(2) of the internal revenue code, the
qualified taxpayer shall file for certification with the center
to qualify for the credit allowed under section 47(a)(2) of the
internal revenue code. If the qualified taxpayer has previously
filed for certification with the center to qualify for the credit
al l oned under section 47(a)(2) of the internal revenue code,
additional filing for the credit allowed under this section is
not required.

(5) The center may inspect a historic resource at any tinme
during the rehabilitation process and may revoke certification OF
COVPLETED REHABI LI TATION i f the rehabilitation was not undertaken
as represented in the rehabilitation plan or if unapproved alter-
ations to the conpleted rehabilitation are made during the 5
years after the tax year in which the credit was clainmed. The
center shall pronptly notify the departnent of a revocation.

(6) Qualified expenditures for the rehabilitation of a his-
toric resource may be used to calculate the credit under this
section if the historic resource neets 1 of the criteria listed
in subdivision (a) and 1 of the criteria listed in subdivision
(b):

(a) The resource is 1 of the followi ng during the tax year
in which a credit under this section is clainmed for those quali -
fied expenditures:

(1) Individually listed on the national register of historic
pl aces or state register of historic sites.
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(11) A contributing resource |ocated wwthin a historic
district listed on the national register of historic places or
the state register of historic sites.

(11m) A contributing resource located within a historic dis-
trict designated by a local unit pursuant to an ordi nance adopted
under the local historic districts act, 1970 PA 169, MCL 399. 201
to 399. 215.

(b) The resource neets 1 of the following criteria during
the tax year in which a credit under this section is clainmed for

t hose qualified expenditures:

(1) The historic resource is located in a designated his-
toric district in a local unit of government with an existing
ordi nance under the local historic districts act, 1970 PA 169,
MCL 399. 201 to 399.215.

(11) The historic resource is located in an incorporated
| ocal unit of governnent that does not have an ordi nance under
the local historic districts act, 1970 PA 169, MCL 399.201 to
399. 215, and has a popul ation of |ess than 5, 000.

(11m) The historic resource is located in an unincorporated
| ocal unit of governnent.

(7) I'F A QUALI FI ED TAXPAYER | S A PARTNERSHI P, LI M TED
LI ABI LI TY COMPANY, OR SUBCHAPTER S CORPORATI ON, THE QUALI FI ED
TAXPAYER MAY ASSI GN ALL OR ANY PORTION OF A CREDI T ALLONED UNDER
THI'S SECTION TO I TS PARTNERS, MEMBERS, OR SHAREHOLDERS, BASED ON
THE PARTNER' S, MEMBER S, OR SHAREHOLDER S PROPORTI ONATE SHARE OF
OMERSHI P OR BASED ON AN ALTERNATI VE METHOD APPROVED BY THE
DEPARTMENT. A CREDI T ASSI GNMENT UNDER THI'S SUBSECTION | S
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| RREVOCABLE AND SHALL BE MADE IN THE TAX YEAR IN WHI CH A
CERTI FI CATE OF COVPLETED REHABI LI TATION IS | SSUED. A QUALI FI ED
TAXPAYER MAY CLAIM A PORTION OF A CREDIT AND ASSI GN THE REMAI NI NG
CREDI T AMOUNT. A PARTNER, MEMBER, OR SHAREHOLDER THAT | S AN
ASSI GNEE SHALL NOT SUBSEQUENTLY ASSI GN A CREDI T OR ANY PORTI ON OF
A CREDI T ASSI GNED TO THE PARTNER, MEMBER, OR SHAREHOLDER UNDER
THI'S SUBSECTI ON. A CREDI T AMOUNT ASSI GNED UNDER THI S SUBSECTI ON
MAY BE CLAI MED AGAI NST THE PARTNER S, MEMBER S, OR SHAREHCOLDER' S
TAX LI ABI LI TY UNDER THI S ACT OR UNDER THE | NCOME TAX ACT OF 1967,
1967 PA 281, MCL 206.1 TO 206.532. A CREDI T ASSI GNVENT UNDER THI S
SUBSECTI ON SHALL BE MADE ON A FORM PRESCRI BED BY THE DEPARTMENT.
THE QUALI FI ED TAXPAYER AND ASSI GNEES SHALL SEND A COPY OF THE
COVPLETED ASSI GNVENT FORM TO THE DEPARTMENT IN THE TAX YEAR I N
VWH CH THE ASSI GNVENT | S MADE AND ATTACH A COPY OF THE COMPLETED
ASSI GNVENT FORM TO THE ANNUAL RETURN REQUI RED TO BE FI LED UNDER
THI S ACT FOR THAT TAX YEAR

(8 —|AH— If the credit allowed under this section for the
tax year and any unused carryforward of the credit all owed by
this section exceed the taxpayer's tax liability for the tax
year, that portion that exceeds the tax liability for the tax
year shall not be refunded but may be carried forward to of fset
tax liability in subsequent tax years for 10 years or until used
up, whichever occurs first. A CARRYFORWARD UNDER THI S SUBSECTI ON
MAY BE CLAI MED I N TAX YEARS THAT BEGAN AFTER DECEMBER 31, 2002
FOR A CREDI T BASED ON A REHABI LI TATI ON PLAN CERTI FI ED BEFORE
JANUARY 1, 2003.
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(9) 8)— If the taxpayer sells a historic resource for
which a credit under this section was clained |less than 5 years
after the year in which the credit was clained, the foll ow ng
percentage of the credit amount previously clained relative to
that H STORI C resource shall be added back to the tax liability
of the taxpayer in the year of the sale:

(a) If the sale is less than 1 year after the year in which
the credit was clained, 100%

(b) If the sale is at least 1 year but less than 2 years

after the year in which the credit was clai ned, 80%

(c) If the sale is at |least 2 years but |less than 3 years
after the year in which the credit was clained, 60%

(d) If the sale is at |east 3 years but |ess than 4 years
after the year in which the credit was clai ned, 40%

(e) If the sale is at |least 4 years but |less than 5 years
after the year in which the credit was clained, 20%

(f) If the sale is 5 years or nore after the year in which
the credit was clained, an addback to the taxpayer's tax liabil-
ity shall not be nade.

(10) IF A CERTI FI CATI ON OF COWLETED REHABI LI TATION I S
REVOKED UNDER SUBSECTI ON (5) LESS THAN 5 YEARS AFTER THE YEAR I N
VWH CH A CREDIT WAS CLAI MED, THE FOLLOW NG PERCENTAGE OF THE
CREDI T AMOUNT PREVI QUSLY CLAI MED RELATI VE TO THAT H STORI C
RESOURCE SHALL BE ADDED BACK TO THE TAX LI ABILITY OF THE TAXPAYER
I N THE YEAR OF THE REVOCATI ON:

(A) IF THE REVOCATION I S LESS THAN 1 YEAR AFTER THE YEAR I N
VWH CH THE CREDI T WAS CLAI MED, 100%
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(B) IF THE REVOCATION | S AT LEAST 1 YEAR BUT LESS THAN 2
YEARS AFTER THE YEAR IN VWHI CH THE CREDI T WAS CLAI MED, 80%

(© |IF THE REVOCATION I S AT LEAST 2 YEARS BUT LESS THAN 3
YEARS AFTER THE YEAR IN VWHI CH THE CREDI T WAS CLAI MED, 60%

(D) IF THE REVOCATION I S AT LEAST 3 YEARS BUT LESS THAN 4
YEARS AFTER THE YEAR IN VWH CH THE CREDI T WAS CLAI MED, 40%

(E) IF THE REVOCATION I S AT LEAST 4 YEARS BUT LESS THAN 5
YEARS AFTER THE YEAR IN VWH CH THE CREDI T WAS CLAI MED, 20%

(F) I'F THE REVOCATION I S 5 YEARS OR MORE AFTER THE YEAR I N
VWH CH THE CREDI T WAS CLAI MED, AN ADDBACK TO THE TAXPAYER S TAX
LI ABI LI TY SHALL NOT BE MADE.

(11) 99— The departnent of state through the M chigan his-
torical center may inpose a fee to cover the adm nistrative cost
of inplenenting the programunder this section.

(12) —10)—Aperson—that—ctarrsa credit—under—thts—seection
shatH—net—report—the—credit—ampunt—on—thepersoen—Ss—annuat—return
it e I " _ b —elai I ’
formpresertbed—bythe—departrent— The QUALI FI ED t axpayer shall
attach —the—eert+f+ecate— ALL OF THE FOLLOWN NG TO THE QUALI FI ED
TAXPAYER S ANNUAL RETURN REQUI RED UNDER THI S ACT OR UNDER THE
| NCOVE TAX ACT OF 1967, 1967 PA 281, MCL 206.1 TO 206.532, IF
APPLI CABLE, ON WHICH THE CREDI T IS CLAI MED:

(A) CERTI FI CATI ON of conpl et ed —work—and—eert+f+ecate—
REHABI LI TATI ON.

(B) CERTI FI CATION of historic significance related to the

historic resource and the qualified expenditures used to claima

05106' 99 (S-2)
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credit under this section. —totheformon—whiehthe—eretit—+s
etatret—

(C© A COVWPLETED ASSI GNVENT FORM | F THE TAXPAYER HAS ASSI GNED
ANY PORTION OF A CREDI T ALLONED UNDER THI S SECTI ON TO A PARTNER
MEMBER, OR SHAREHOLDER, OR | F THE TAXPAYER IS AN ASSI GNEE OF ANY
PORTION OF A CREDI T ALLOAED UNDER THI S SECTI ON

(13) —D—Wthi I : I o . I . oy
afrendateory—act—that—added—this—seet+on— NOT LATER THAN JULY 19,

1999, the departnent of state shall submt rules to inplenent
this section for public hearing pursuant to the admnistrative
procedures act of 1969, 1969 PA 306, MCL 24.201 to 24. 328.

(14) —*2)— The total of the credits clai mred —byataxpayer—
under this section and section 266 of the income tax act of 1967,
1967 PA 281, MCL 206.266, FOR A REHABI LI TATI ON PRQJIECT shal |l not
exceed 25% OF the total qualified expenditures eligible for the
credit under this section —ef—thetaxpayer— FOR THAT REHABI LI TA-
TI ON PRQJECT.

(15) —(33)— The departnent of state through the M chi gan
hi storical center shall report all of the following to the |egis-
| ature annually for the imredi ately preceding state fiscal year:

(a) The fee schedule used by the center and the total anopunt
of fees coll ected.

(b) A description of each REHABI LI TATI ON project certified.

(c) The location of each new and ongoi ng REHABI LI TATI ON
proj ect .

(16) —*4)— As used in this section:

05106' 99 (S-2)
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(a) "Contributing resource" neans a historic resource that
contributes to the significance of the historic district in which
it i1s |located.

(b) "Historic district" means an area, or group of areas not
necessarily having contiguous boundaries, that contains 1
resource or a group of resources that are related by history,
architecture, archaeol ogy, engineering, or culture.

(c) "Historic resource" nmeans a publicly or privately owned
historic building, structure, site, object, feature, or open
space located within a historic district designated by the
national register of historic places, the state register of his-
toric sites, or a local unit acting under the local historic dis-
tricts act, 1970 PA 169, MCL 399. 201 to 399.215; or that is indi-
vidually listed on the state register of historic sites or
national register of historic places and includes all of the
fol |l ow ng:

(1) An owner-occupi ed personal residence or a historic
resource |ocated wthin the property boundaries of that personal
resi dence.

(1) An incone-producing comercial, industrial, or residen-
tial resource or a historic resource |ocated within the property
boundari es of that resource.

(1m1) A resource owned by a governnental body, nonprofit
organi zation, or tax-exenpt entity that is used primarily by a
t axpayer lessee in a trade or business unrelated to the govern-
ment al body, nonprofit organization, or tax-exenpt entity and

that is subject to tax under this act.

05106' 99 (S-2)
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(1v) A resource that is occupied or utilized by a
government al body, nonprofit organization, or tax-exenpt entity
pursuant to a long-termlease or |ease with option to buy
agr eenent .

(v) Any other resource that could benefit from
rehabilitation.

(d) "Local wunit" nmeans a county, city, village, or
t ownshi p.

(e) "Long-term |l ease" neans a |l ease termof at |east 27.5
years for a residential resource or at least 31.5 years for a
nonr esi denti al resource.

(f) "Mchigan historical center"” or "center" neans the state
hi storic preservation office of the Mchigan historical center of
the departnent of state or its successor agency.

(g) "Open space" neans undevel oped | and, a naturally | and-
scaped area, or a formal or man-nade | andscaped area that pro-
vides a connective link or a buffer between other resources.

(h) "Person" means an individual, partnership, corporation,
associ ation, governnental entity, or other |legal entity.

(1) "Qualified expenditures" neans capital expenditures that
qualify for a rehabilitation credit under section 47(a)(2) of the
internal revenue code if the taxpayer is eligible for the credit
under section 47(a)(2) of the internal revenue code or, |IF THE
TAXPAYER | S NOT ELI G BLE FOR THE CREDI T UNDER SECTI ON 47(a)(2) OF
THE | NTERNAL REVENUE CODE, the qualified expenditures that —are

i aiblb et I : I " P .
b e f I : I . a2} of—the—i I
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revente—code— WOULD QUALI FY UNDER SECTI ON 47(a) (2) OF THE

| NTERNAL REVENUE CODE EXCEPT THAT THE EXPENDI TURES ARE MADE TO A
H STORI C RESOURCE THAT IS NOT ELI A BLE FOR THE CREDI T UNDER SEC-
TION 47(a)(2) OF THE | NTERNAL REVENUE CODE t hat were paid not
nmore than 5 years after the —+ntt+al— certification of the reha-
bilitation plan that included those expenditures was approved by
the center, and that were paid after Decenber 31, 1998 for the
rehabilitation of a historic resource. Qualified expenditures do
not include capital expenditures for nonhistoric additions to a
H STORI C resource except an addition that is required by state or
federal regulations that relate to historic preservation, safety,
or accessibility. EXPEND TURES MADE AFTER DECEMBER 31, 2002 AND
NOTI' MORE THAN 5 YEARS AFTER THE CERTI FI CATI ON OF THE REHABI LI TA-
TI ON PLAN ARE QUALI FI ED EXPENDI TURES ONLY | F THE REHABI LI TATI ON
PLAN RECEI VED CERTI FI CATI ON BY THE M CH GAN HI STORI CAL CENTER
BEFORE JANUARY 1, 2003.

(j) "Qualified taxpayer” neans a person that IS AN ASSI GNEE
UNDER SUBSECTI ON (7) OR ElI THER owns the resource to be rehabili -
tated or —that— has a long-term| ease agreenent with the owner of
the H STORI C resource and that has qualified expenditures for the
rehabilitation of the H STORIC resource equal to or greater than
10% of the state equalized valuation of the property. |If the
hi storic resource to be rehabilitated is a portion of a historic
or nonhistoric resource, the state equalized valuation of only
that portion of the property shall be used for purposes of this
subdivision. |If the assessor for the local tax collecting unit

in which the historic resource is |ocated determ nes the state

05106' 99 (S-2)
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equal i zed val uation of that portion, that assessor's

determ nation shall be used for purposes of this subdivision. |If
t he assessor does not determne that state equalized val uation of
that portion, qualified expenditures, for purposes of this subdi-
vision, shall be equal to or greater than 5% of the appraised
value as determned by a certified appraiser. |IF THE H STORI C
RESOURCE TO BE REHABI LI TATED DOES NOT HAVE A STATE EQUALI ZED VAL-
UATI ON, QUALI FI ED EXPENDI TURES FOR PURPOSES OF THI S SUBDI VI SI ON
SHALL BE EQUAL TO OR GREATER THAN 5% OF THE APPRAI SED VALUE OF
THE RESOURCE AS DETERM NED BY A CERTI FI ED APPRAI SER.

(k) "Rehabilitation plan" nmeans a plan for the rehabilita-
tion of a historic resource that neets the federal secretary of
the interior's standards for rehabilitation and gui delines for
rehabilitation of historic buildings under 36 C.F. R 67.
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