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HOUSE BILL No. 4844

September 22, 1999, Introduced by Reps. Faunce, Price, Gosselin, Rick Johnson, Wojno,
Woronchak, Thomas, Garcia and Middaugh and referred to the Committee on Tax Policy.

A bill to amend 1974 PA 198, entitl ed

"An act to provide for the establishnent of plant rehabilitation
districts and industrial devel opnent districts in |ocal govern-
mental units; to provide for the exenption fromcertain taxes; to
levy and collect a specific tax upon the owners of certain facil-
ities; to provide for the disposition of the tax; to provide for
the obtaining and transferring of an exenption certificate and to
prescribe the contents of those certificates; to prescribe the
powers and duties of the state tax conm ssion and certain offi-
cers of local governmental units; and to provide penalties,"”

by anendi ng sections 2, 4, and 9 (MCL 207.552, 207.554, and
207.559), section 2 as anmended by 1986 PA 66, section 4 as
anmended by 1995 PA 218, and section 9 as anmended by 1996 PA 513.
THE PEOPLE OF THE STATE OF MICHIGAN ENACT:
Sec. 2. (1) "Comm ssion" neans the state tax comm ssion
creat ed by —Act—No—360—-o6f—thePubtie—-Aets—of 19274 —as—arended;-

1927 PA 360, MCL 209.101 TO 209. 107
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(2) "Facility" means either a replacenent facility, a new
facility, or, if applicable by its usage, a specul ative
bui | di ng.

(3) "Replacenent facility" nmeans 1 OF THE FOLLOW NG

(a) In the case of a replacenent or restoration —whieh— THAT
occurs on the sane or contiguous |land as that which is repl aced
or restored, industrial property —whteh— THAT is or is to be
acquired, constructed, altered, or installed for the purpose of
repl acenent or restoration of obsolete industrial property
together with any part of the old altered property —whteh— THAT
remains for use as industrial property after the replacenent,
restoration, or alteration.

(b) I'n the case of construction on vacant nonconti guous
| and, property —whieh— THAT is or will be used as industrial
property —whieh— THAT is or is to be acquired, constructed,
transferred, or installed for the purpose of being substituted
for obsolete industrial property if the obsolete industrial prop-
erty is situated in a plant rehabilitation district in the sane
city, village, or township as the |land on which the facility is
or is to be constructed and includes the obsolete industrial
property itself until —stueh— THE tinme as the substituted facility
is conpl eted.

(4) "New facility" nmeans new industrial property other than
a replacenment facility to be built in a plant rehabilitation dis-
trict or industrial devel opnent district.

(5) "Local governnental unit" means a city, village, or

t ownshi p.
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(6) "lIndustrial property" neans |and inprovenents,
bui |l di ngs, structures, and other real property, and machinery,
equi prent, furniture, and fixtures or any part or accessory
—thereof— whether conpleted or in the process of construction
conprising an integrated whole, the primary purpose and use of
which is the manufacture of goods or materials or the processing
of goods and materials by physical or chem cal change; —the—eper—
atton—of—athenre—and—recreaton—parktocated+n—an—industr+al

park—distr+et— property acquired, constructed, altered, or
install ed due to the passage of proposal A in 1976; the operation

of a hydro-electric damby a private conpany other than a public
utility; or agricultural processing facilities. -—For—eertiit—

18
19
20
21
22
23
24
25
26
27

| ndustri al
property —shatH—netude— | NCLUDES facilities related to a manu-
facturing operation under the sane ownership, including but not
limted to office, engineering, research and devel opnent, ware-
housi ng, or parts distribution facilities. Industrial property
—shatH— al so —+netude— | NCLUDES research and devel opnent | abor a-
tories of conpanies other than those conpani es —whieh— THAT manu-
facture the products devel oped fromtheir research activities and
research devel opnent | aboratories of a manufacturing conpany that
are unrelated to the products of the conpany. | NDUSTRI AL
PROPERTY ALSO | NCLUDES AN ELECTRI C GENERATI NG PLANT THAT IS NOT
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OMED BY A LOCAL UNI' T OF GOVERNVENT. | NDUSTRI AL PROPERTY ALSO
| NCLUDES CONVENTI ON AND TRADE CENTERS OVER 250, 000 SQUARE FEET I N
SI ZE. | NDUSTRI AL PROPERTY MAY BE OMNED OR LEASED. HOWNEVER, | N
THE CASE OF LEASED PROPERTY, THE LESSEE IS LI ABLE FOR PAYMENT OF
AD VALOREM PROPERTY TAXES AND SHALL FURNI SH PROOF OF THAT
LI ABI LI TY. Industrial property —sthatt— DOES not include any of
the fol |l ow ng:
(a) Land.
(b) Property of a public utility other than a nonprofit
cooperative power corporation as described in this section.
(c) Inventory.
I ol I I I WP I
e | I i het e i ablet . o
I w o ot t4 et

(7) "Obsolete industrial property" means industrial property
the condition of which is substantially |less than an econom cally
efficient functional condition.

(8) "Economcally efficient functional condition"” neans a
state or condition of property the desirability and useful ness of
which is not inpaired due to changes in design, construction,

t echnol ogy, or inproved production processes, or from external
i nfl uencing factors which make the property | ess desirable and
val uabl e for continued use.

(9) "Research and devel opnent | aboratories” nmeans buil ding
and structures, including the machinery, equipnent, furniture,
and fixtures | ocated —theretn— | N THE BU LDI NG OR STRUCTURE, used

or to be used for research or experinental purposes that would be
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considered qualified research as that termis used in section 30
of the internal revenue code, except that qualified research
—shat+—+netude— ALSO | NCLUDES qual i fied research funded by grant,
contract, or otherw se by another person or governnental entity.

(10) "Manufacture of goods or materials" or "processing of
goods or material s" neans THE OPERATI ON OF AN ELECTRI C GENERATI NG
PLANT THAT IS NOT OMNED BY A LOCAL UNIT OF GOVERNVMENT OR any type
of operation that woul d be conducted by an entity included in the
classifications provided by —divistenDb—rmanufacturing—of—the

el e . L of , o shedt I . I
States— SECTOR 31-33 -- MANUFACTURI NG, OF THE NORTH AMERI CAN
| NDUSTRY CLASSI FI CATI ON SYSTEM -- UNI TED STATES, 1997, PUBLI SHED
BY THE office of managenent and budget, regardless of whether the
entity conducting —steh—an— THAT operation is included —theretrn—
I N THAT MANUAL.

(11) For purposes of this act, "nonprofit power corporation”
means a nonprofit power corporation as described in section
261(4) of —Act—No—162of—the PubtteActs—of 1982 —betrng—sect+on
4562261 of the—Mechigan—Conptted—taws— THE NONPROFI T CORPCORATI ON
ACT, 1982 PA 162, MCL 450. 2261, whose primary business is the
sale of electric power to other nonprofit electric corporations
in this state.

Sec. 4. (1) Alocal governnmental unit, by resolution of its
| egi sl ati ve body, may establish plant rehabilitation districts
and industrial developnent districts that consist of 1 or nore
parcels or tracts of land or a portion of a parcel or tract of

| and.
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(2) The legislative body of a |ocal governnental unit may
establish a plant rehabilitation district or an industrial devel -
opnment district onits own initiative or upon a witten request
filed by the owner or owners of 75% of the state equalized val ue
of the industrial property |ocated wthin a proposed plant reha-
bilitation district or industrial developnent district. This
request shall be filed with the clerk of the |ocal governnental
unit.

(3) Except as provided in section 92— 9(2)(H), after
Decenber 31, 1983, a request for the establishnment of a proposed
pl ant rehabilitation district or industrial devel opnent district
shall be filed only in connection with a proposed repl acenent
facility or new facility, the construction, acquisition, alter-
ation, or installation of or for which has not commenced at the
time of the filing of the request. The legislative body of a
| ocal governnental unit shall not establish a plant rehabilita-
tion district or an industrial devel opment district pursuant to
subsection (2) if it finds that the request for the district was
filed after the commencenent of construction, alteration, or
installation of, or of an acquisition related to, the proposed
repl acenent facility or new facility. This subsection shall not
apply to a specul ative buil di ng.

(4) Before adopting a resolution establishing a plant reha-
bilitation district or industrial developnent district, the |eg-
islative body shall give witten notice by certified mail to the
owners of all real property within the proposed pl ant

rehabilitation district or industrial devel opnent district and
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shall hold a public hearing on the establishnment of the plant
rehabilitation district or industrial devel opnent district at
whi ch those owners and ot her residents or taxpayers of the | ocal
governnental unit shall have a right to appear and be heard.

(5) The legislative body of the |ocal governnmental unit, in
its resolution establishing a plant rehabilitation district,
shall set forth a finding and determ nation that property com
prising not |less than 50% of the state equalized valuation of the
industrial property within the district is obsolete.

(6) A plant rehabilitation district or industrial devel op-
ment district established by a township shall be only within the
uni ncorporated territory of the township and shall not be within
a village.

(7) I'ndustrial property that is part of an industrial devel-
opnment district or a plant rehabilitation district may al so be
part of a tax increnment district established under the tax incre-
ment finance authority act, —Aet—No—450—ofthePubt+e—-Acts—of
1986,—betng—seet+ons—125-1861+to125-1836+oftheMechigan
Corpted—taws— 1980 PA 450, MCL 125. 1801 TO 125. 1830.

Sec. 9. (1) The legislative body of the |ocal governnental
unit, in its resolution approving an application, shall set forth
a finding and determ nation that the granting of the industrial
facilities exenption certificate, considered together with the
aggregate anount of industrial facilities exenption certificates
previously granted and currently in force, shall not have the
effect of substantially inpeding the operation of the |ocal

governmental unit or inpairing the financial soundness of a
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taxing unit that levies an ad val orem property tax in the | ocal
governmental unit in which the facility is located or to be
|l ocated. If the state equalized valuation of property proposed
to be exenpt pursuant to an application under consideration, con-
sidered together with the aggregate state equalized val uati on of
property exenpt under certificates previously granted and cur-
rently in force, exceeds 5% of the state equalized val uation of
the |l ocal governmental unit, the comm ssion, with the approval of
the state treasurer, shall make a separate finding and shal
include a statenment in the order approving the industrial facili-
ties exenption certificate that exceeding that anmount shall not
have the effect of substantially inpeding the operation of the
| ocal governnental unit or inpairing the financial soundness of
an affected taxing unit.

(2) Except for an application for a specul ative buil ding,
whi ch is governed by subsection (4), the legislative body of the
| ocal governnental unit shall not approve an application and the
comm ssion shall not grant an industrial facilities exenption
certificate unless the applicant conplies with all of the foll ow
i ng requirenents:

(a) The commencenent of the restoration, replacenent, or
construction of the facility occurred not earlier than 12 nonths
before the filing of the application for the industrial facili-
ties exenption certificate. |If the application is not filed
wWithin the 12-nonth period, the application may be filed within
t he succeeding 12-nonth period and the industrial facilities

exenption certificate shall in this case expire 1 year earlier
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than it would have expired if the application had been tinely
filed. This subdivision does not apply for applications filed
with the | ocal governnmental unit after Decenber 31, 1983.

(b) For applications nmade after Decenber 31, 1983, the pro-
posed facility shall be located within a plant rehabilitation
district or industrial devel opnent district that was duly estab-
lished in a |local governmental unit eligible under this act to
establish a district and that was established upon a request
filed or by the |l ocal governnental unit's own initiative taken
before the commencenent of the restoration, replacenent, or con-
struction of the facility.

(c) For applications nmade after Decenber 31, 1983, the com
mencenent of the restoration, replacenent, or construction of the
facility occurred not earlier than 6 nonths before the filing of
the application for the industrial facilities exenption
certificate.

(d) The application relates to a construction, restoration,
or replacenent programthat when conpleted constitutes a new or
repl acenent facility within the nmeaning of this act and that
shall be situated within a plant rehabilitation district or
i ndustrial devel opnent district duly established in a | ocal gov-
ernnmental unit eligible under this act to establish the
district.

(e) Conpletion of the facility is calculated to, and will at
the tinme of issuance of the certificate have the reasonable |ike-

lihood to create enploynent, retain enploynent, prevent a | oss of
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enpl oynment, or produce energy in the community in which the

facility is situated.

(F) tg)— Conpletion of the facility does not constitute

nmerely the addition of machinery and equi pnent for the purpose of
i ncreasi ng productive capacity but rather is primarily for the
purpose and will primarily have the effect of restoration,

repl acenent, or updating the technol ogy of obsolete industrial
property. An increase in productive capacity, even though sig-
nificant, is not an inpedinent to the issuance of an industri al
facilities exenption certificate if other criteria in this sec-

tion and act are net. This subdivision does not apply to a new

facility.
(G —h)— The provisions of subdivision (c) do not apply to
a new facility located in an existing industrial devel opnent dis-

trict owmed by a person who filed an application for an

industrial facilities exenption certificate in April of 1992 if
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t he application was approved by the | ocal governing body and was
denied by the state tax comm ssion in April of 1993.

(H —+)— The provisions of subdivisions (b) and (c) and
section 4(3) do not apply to 1 or nore of the foll ow ng:

(1) Afacility located in an industrial devel opnent district
owned by a person who filed an application for an industrial
facilities exenption certificate in October 1995 for construction
that was comenced in July 1992 in a district that was estab-
lished by the | egislative body of the |ocal governnmental unit in
July 1994. An industrial facilities exenption certificate
described in this subparagraph shall expire as provided in sec-
tion 16(3).

(1) Afacility located in an industrial devel opment dis-
trict that was established in January 1994 and was owned by a
person who filed an application for an industrial facilities
exenption certificate in February 1994 if the personal property
and real property portions of the application were approved by
the |l egislative body of the |ocal governnental unit and the per-
sonal property portion of the application was approved by the
state tax conm ssion in Decenber 1994 and the real property por-
tion of the application was denied by the state tax conm ssion in
Decenber 1994. An industrial facilities exenption certificate
described in this subparagraph shall expire as provided in sec-
tion 16(3).

(nim) Afacility located in an industrial devel opnent dis-
trict that was established in Decenber 1995 and was owned by a

person who filed an application for an industrial facilities
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exenptions certificate in Novenber or Decenber 1995 for
construction that was commenced i n Septenber 1995.

(I') —)— The provisions of subdivision (c) do not apply to
any of the follow ng:

(1) Anewfacility located in an existing industrial devel -
opnent district owned by a person who filed an application for an
industrial facilities exenption certificate in COctober 1993 if
t he application was approved by the | egislative body of the |ocal
governnental unit and the real property portion of the applica-
tion was denied by the state tax comm ssion in Decenber 1993.

(1) Anewfacility located in an existing industrial devel-
opnent district owned by a person who filed an application for an
industrial facilities exenption certificate in Septenber 1993 if
t he personal property portion of the application was approved by
the |l egislative body of the |ocal governnmental unit and the real
property portion of the application was denied by the |egislative
body of the |ocal governmental unit in October 1993 and subse-
quently approved by the |l egislative body of the | ocal governnen-
tal unit in Septenber 1994.

(i1m) Afacility located in an existing industrial devel op-
ment district owed by a person who filed an application for an
industrial facilities exenption certificate in August 1993 if the
application was approved by the | ocal governnental unit in
Septenber 1993 and the application was denied by the state tax
conm ssion in Decenber 1993.

(iv) Afacility located in an existing industrial

devel opnment district occupied by a person who filed an
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application for an industrial facilities exenption certificate in
June of 1995 if the application was approved by the |egislative
body of the |ocal governmental unit in Cctober of 1995 for con-
struction that was commenced i n Novenber or Decenber of 1994.

(v) Afacility located in an existing industrial devel opnent
district owned by a person who filed an application for an indus-
trial facilities exenption certificate in June of 1995 if the
application was approved by the | egislative body of the |ocal
governnmental unit in July of 1995 and the personal property por-
tion of the application was approved by the state tax conm ssion
i n Novenber of 1995.

(3) If the replacenent facility when conpleted will not be
| ocated on the sanme prem ses or contiguous prenm ses as the obso-
| ete industrial property, then the applicant shall nmake provision
for the obsolete industrial property by denolition, sale, or
transfer to another person with the effect that the obsolete
i ndustrial property shall within a reasonable tinme again be
subj ect to assessnment and taxation under the general property tax
act, —Act—No—206—6f—thePubtie—-Aets—of—1893—betng——seet+ons
2+ t++to 21115+ of theMchigan—GConmpitted—+taws— 1893 PA 206, MCL
211.1 TO 211. 157, or be used in a manner consistent with the gen-
eral purposes of this act, subject to approval of the
commi ssi on.

(4) The legislative body of the |local governnmental unit
shal | not approve an application and the comm ssion shall not
grant an industrial facilities exenption certificate that applies

to a specul ative building unless the speculative building is or
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is to be located in a plant rehabilitation district or industrial
devel opnment district duly established by a | ocal governnental
unit eligible under this act to establish a district; the specu-
| ative building was constructed |less than 9 years before the
filing of the application for the industrial facilities exenption
certificate; the specul ative building has not been occupied since
conpl etion of construction; and the specul ative buil di ng ot her-
w se qualifies under subsection (2)(e) —anrd—(H— for an indus-
trial facilities exenption certificate. An industrial facilities
exenption certificate granted under this subsection shall expire
as provided in section 16(3).

(5) Not later than Septenmber 1, 1989, the conm ssion shal
provide to all |ocal assessing units the nane, address, and tele-
phone nunber of the person on the conmm ssion staff responsible
for providing procedural information concerning this act. After
Cctober 1, 1989, a local unit of governnment shall notify each
prospective applicant of this information in witing.

(6) Notwi t hstanding any other provision of this act, if on
Decenber 29, 1986 a | ocal governnmental unit passed a resol ution
approving an exenption certificate for 10 years for real and per-
sonal property but the conmm ssion did not receive the application
until 1992 and the application was not nmade conplete until 1995,
then the conm ssion shall issue, for that property, an industrial
facilities exenption certificate that begi ns Decenber 30, 1987
and ends Decenber 30, 1997. The facility described in this sub-

section shall be taxed under this act as if it was granted an
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industrial facilities exenption certificate on Decenber 30,
1987.

(7) Notwi thstanding any other provision of this act, if a
| ocal governnental unit passed a resol ution approving an indus-
trial facilities exenption certificate for a new facility on July
8, 1991 but rescinded that resolution and passed a resol ution
approving an industrial facilities exenption certificate for that
sane facility as a replacenent facility on October 21, 1996, the
commi ssion shall issue for that property an industrial facilities
exenption certificate that begins Decenber 30, 1991 and ends
Decenber 2003. The replacenent facility described in this sub-
section shall be taxed under this act as if it was granted an
industrial facilities exenption certificate on Decenber 30,
1991.
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