HOUSE BILL No. 5444

HOUSE BILL No. 5444

February 24, 2000, Introduced by Reps. Cameron Brown, Raczkowski, LaSata, Kukuk,
Hager, Kowall, Voorhees, Hart, Van Woerkom, Richardville, DeRossett, Shackleton, Julian,
Bishop, Faunce, Middaugh, Gilbert, Garcia, Sanborn, Ruth Johnson, Rocca, Caul, Howell,
Birkholz, Vander Roest, Bisbee and Pappageorge and referred to the Committee on Economic
Development.

A bill to provide for the establishnment of obsolete property
rehabilitation districts in |ocal governnental units; to provide
for the exenption fromcertain taxes; to |levy and collect a spe-
cific tax upon the owners of certain facilities; 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 certain | ocal governnent officials; and to provide
penal ti es.

THE PEOPLE OF THE STATE OF M CHI GAN ENACT:

Sec. 1. This act shall be known and may be cited as the

"obsol ete property rehabilitation act".

Sec. 2. As used in this act:
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(a) "Blighted" nmeans that termas defined in section 2 of
the brownfield redevel opnent financing act, 1996 PA 381, MCL
125. 2652.

(b) "Conmmercial property"” nmeans |and i nprovenents classified
by law for general ad val oremtax purposes as real property
including real property assessable as personal property pursuant
to sections 8(d) and 14(6) of the general property tax act, 1893
PA 206, MCL 211.8 and 211.14, the primary purpose and use of
which is the operation of a comercial business enterprise.
Commercial property shall also include facilities related to a
commer ci al busi ness enterprise under the sanme ownership, includ-
ing, but not Iimted to, office, engineering, research and devel -
opnment, warehousing, parts distribution, retail sales, and other
commercial activities. Comercial property may be owned or
| eased, but only the owner of the commercial property is eligible
for an exenption certificate issued pursuant to section 6.
Commerci al property does not include any of the follow ng:

(i) Land.

(ii) Property of a public utility.

(c) "Commercial housing property” nmeans that portion of real
property not occupied by an owner of that real property that is
classified as residential real property under section 34c of the
general property tax act, 1893 PA 206, MCL 211.34c, is a
mul tiple-unit dwelling, or is a dwelling unit in a
mul ti pl e- purpose structure, used for residential purposes.

Commerci al housing property may be owned or |eased, but only the
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owner of the commercial housing property is eligible for an
exenption certificate issued pursuant to section 6.

(d) "Conm ssion" nmeans the state tax conmm ssion created by
1927 PA 360, MCL 209.101 to 209. 107.

(e) "Departnent” nmeans the departnent of treasury.

(f) "Facility", except as otherw se provided in this act,
means a building or group of contiguous buildings built for com
nmercial, conmmercial housing, or industrial purposes.

(g) "Functionally obsolete” nmeans that termas defined in
section 2 of the brownfield redevel opnment financing act, 1996 PA
381, MCL 125. 2652.

(h) "Local governmental unit" neans a city.

(i) "QObsol ete properties tax" neans the specific tax |evied
under this act.

(j) "Obsolete property" means commercial property or conmer-
cial housing property, that is 1 or nore of the follow ng:

(i) Blighted.

(ii) Afacility as that termis defined under section 20101
of the natural resources and environnental protection act, 1994
PA 451, MCL 324.20101.

(iii1) Functionally obsol ete.

(k) "Qbsolete property rehabilitation district" nmeans an
area of a qualified | ocal governnental unit established as pro-
vided in section 3. Only those properties within the district
meeting the definition of "obsolete property” are eligible for an

exenption certificate issued pursuant to section 6.
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(1) "Qbsol ete property rehabilitation exenption certificate"
or "certificate" nmeans the certificate issued pursuant to section
6.

(m "Qualified | ocal governnental unit" neans a city with a
medi an fam |y incone of 150% or | ess of the statew de nedi an
famly inconme as reported in the 1990 federal decennial census
that neets 1 or nore of the following criteria

(i) Contains or has within its borders an eligible dis-
tressed area as that termis defined in section 1411(u)(ii) of
the state housi ng devel opnent authority act of 1966, 1966 PA 346,
MCL 125. 1411.

(ii) I's contiguous to a city with a popul ati on of 500, 000 or

(iii) Has a popul ation of 10,000 or nore that is |ocated
out si de of an urbanized area as delineated by the United States
bureau of the census.

(iv) Is the central city of a netropolitan area desi gnated
by the United States office of managenment and budget.

(n) "Rehabilitation" nmeans changes to obsol ete property
ot her than replacenent that are required to restore or nodify the
property, together with all appurtenances, to an economcally
efficient condition. Rehabilitation includes nmajor renovation
and nodification including, but not necessarily limted to, the
i mprovenent of floor |oads, correction of deficient or excessive
hei ght, new or inproved fixed buil ding equi prent, including heat-
ing, ventilation, and lighting, reducing nultistory facilities to

1 or 2 stories, inproved structural support including
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foundations, inproved roof structure and cover, floor
repl acenent, inproved wall placenent, inproved exterior and
interior appearance of buildings, and other physical changes
required to restore or change the obsol ete property to an econom
ically efficient condition. Rehabilitation shall not include
i nprovenents aggregating |less than 10% of the true cash val ue of
the property at comencenent of the rehabilitation of the obso-
| ete property.

(0) "Rehabilitated facility" means a commercial property or
commerci al housing property that has undergone rehabilitation,
including rehabilitation that changes the intended use of the
bui | di ng.

(p) "Taxabl e val ue" neans the val ue determ ned under section
27a of the general property tax act, 1893 PA 206, MCL 211. 27a.

Sec. 3. (1) Aqualified |ocal governnmental unit, by resolu-
tion of its legislative body, nmay establish 1 or nore obsolete
property rehabilitation districts that may consist of 1 or nore
parcels or tracts of land or a portion of a parcel or tract of
land, if at the tine the resolution is adopted, the parcel or
tract of land or portion of a parcel or tract of land within the
district is either of the foll ow ng:

(a) Qosolete property in an area characterized by obsol ete
conmerci al property or conmercial housing property.

(b) Commercial property that is obsolete property that was
owned by a qualified |local governnmental unit on the effective

date of this act, and subsequently conveyed to a private owner.
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(2) The legislative body of a qualified | ocal governnental
unit may establish an obsolete property rehabilitation district
onits own initiative or upon a witten request filed by the
owner or owners of property conprising at |east 50% of all tax-
abl e value of the property located within a proposed obsol ete
property rehabilitation district. The witten request nust be
filed wwth the clerk of the qualified |ocal governnental unit.

(3) Before adopting a resolution establishing an obsol ete
property rehabilitation district, the |legislative body shall give
witten notice by certified mil to the owners of all real prop-
erty wthin the proposed obsolete property rehabilitation dis-
trict and shall afford an opportunity for a hearing on the estab-
i shment of the obsolete property rehabilitation district at
whi ch any of those owners and any other resident or taxpayer of
the qualified | ocal governnental unit may appear and be heard.

The | egislative body shall give public notice of the hearing not

| ess than 10 days or nore than 30 days before the date of the
heari ng.

(4) The legislative body of the qualified | ocal governnental
unit, in its resolution establishing an obsolete property reha-

bilitation district, shall set forth a finding and determ nation
that the district neets the requirenents set forth in subsection
(1).

Sec. 4. (1) If an obsolete property rehabilitation district
i s established under section 3, the owner or |essee of obsolete
property may file an application for an obsol ete property

rehabilitation exenption certificate with the clerk of the
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qual i fied local governnmental unit that established the obsolete
property rehabilitation district. The application shall be filed
in the manner and form prescri bed by the comm ssion. The appli -
cation shall contain or be acconpani ed by a general description
of the obsolete facility and a general description of the pro-
posed use of the rehabilitated facility, the general nature and
extent of the rehabilitation to be undertaken, a descriptive |ist
of the fixed building equipnent that will be a part of the reha-
bilitated facility, a time schedule for undertaking and conpl et -
ing the rehabilitation of the facility, a statement of the eco-
nom ¢ advant ages expected fromthe exenption, including the
nunber of jobs to be retained or created as a result of rehabili-
tating the facility, including expected construction enpl oynent,
and information relating to the requirenents in section 8.

(2) Upon receipt of an application for an obsolete property
rehabilitation exenption certificate, the clerk of the qualified
| ocal governnmental unit shall notify in witing the assessor of
the local tax collecting unit in which the obsolete facility is
| ocated, and the |l egislative body of each taxing unit that |evies
ad val orem property taxes in the qualified |ocal governnental
unit in which the obsolete facility is |located. Before acting
upon the application, the legislative body of the qualified |ocal
governnental unit shall hold a public hearing on the application
and give public notice to the applicant, the assessor, a repre-
sentative of the affected taxing units, and the general public.

The hearing on each application shall be held separately fromthe
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hearing on the establishnment of the obsol ete property
rehabilitation district.

(3) Upon receipt of an application for an obsol ete property
rehabilitation exenption certificate for a facility | ocated on
property that was owned by a qualified | ocal governnental unit on
the effective date of this act, and subsequently conveyed to a
private owner, the clerk of the qualified | ocal governnental
unit, in addition to the other requirenents of this section,
shal | request the assessor of the local tax collecting unit in
which the facility is located to determ ne the taxable val ue of
the property. This determnation shall be nade prior to the
hearing on the application for an obsol ete property rehabilita-
tion exenption certificate held pursuant to subsection (2).

Sec. 5. The legislative body of the qualified |ocal govern-
mental unit, not nore than 60 days after receipt of the applica-
tion by the clerk, shall by resolution either approve or disap-
prove the application for an obsol ete property rehabilitation
exenption certificate in accordance with section 8 and the other
provisions of this act. The clerk shall retain the original of
the application and resolution. |[If approved, the clerk shal
forward a copy of the application and resolution to the
comm ssion. |f disapproved, the reasons shall be set forth in
witing in the resolution, and the clerk shall send, by certified
mail, a copy of the resolution to the applicant and to the
assessor. A resolution is not effective unless approved by the

conmmi ssion as provided in section 6.
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Sec. 6. (1) Not nore than 60 days after receipt of a copy
of the application and resol ution adopted under section 5, the
conm ssion shall approve or disapprove the resolution. The state
treasurer, with the witten concurrence of the president of the
M chigan strategic fund, shall advise the comm ssion as to
whet her approving the application for the obsol ete property reha-
bilitation exenption certificate is necessary to reduce unenpl oy-
ment, pronote econom c growh, and increase capital investnent in
this state.

(2) Follow ng approval of the application by the |egislative
body of the qualified |ocal governnental unit and the comm ssion,
the conmi ssion shall issue to the applicant an obsol ete property
rehabilitation exenption certificate in the formthe conmm ssion
determ nes, which shall contain all of the follow ng:

(a) A legal description of the real property on which the
obsolete facility is |ocated.

(b) A statenent that unless revoked as provided in this act
the certificate shall remain in force for the period stated in
the certificate.

(c) A statenent of the taxable value of the obsol ete proper-
ty, separately stated for real and personal property, for the tax
year inmediately preceding the effective date of the certificate
after deducting the taxable value of the |land and personal prop-
erty other than personal property assessed pursuant to section

14(6) of the general property tax act, 1893 PA 206, MCL 211.14.
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(d) A statenent of the period of tine authorized by the
| egi sl ati ve body of the qualified |local governnmental unit within
whi ch the rehabilitation shall be conpl eted.

(e) If the period of tine authorized by the |egislative body
of the qualified |local governmental unit pursuant to subdivision
(d) is less than 12 years, the exenption certificate shall con-
tain the factors, criteria, and objectives, as determ ned by the
resolution of the qualified |ocal governnental unit, necessary
for extending the period of tinme, if any.

(3) The effective date of the certificate is the Decenber 31
i medi ately follow ng the date of issuance of the certificate.

(4) The commi ssion shall file with the clerk of the quali -
fied |l ocal governnental unit a copy of the obsolete property
rehabilitation exenption certificate, and the comm ssion shal
mai ntain a record of all certificates filed. The conmm ssion
shall also send, by certified mail, a copy of the obsol ete prop-
erty rehabilitation exenption certificate to the applicant and
the assessor of the local tax collecting unit in which the obso-
| ete property is |ocated.

(5) The commi ssion shall not approve the issuance of nore
than 25 new obsol ete property rehabilitation exenption certifi-
cates each year.

Sec. 7. (1) Arehabilitated facility for which an obsol ete
property rehabilitation exenption certificate is in effect, but
not the land on which the rehabilitated facility is |ocated, or
personal property other than personal property assessed pursuant

to section 14(6) of the general property tax act, 1893 PA 206,
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MCL 211.14, for the period on and after the effective date of the
certificate and continuing so long as the obsol ete property reha-
bilitation exenption certificate is in force, is exenpt from ad
val orem property taxes coll ected under the general property tax
act, 1893 PA 206, MCL 211.1 to 211.157.

(2) Unless earlier revoked as provided in section 12, an
obsol ete property rehabilitation exenption certificate shal
remain in force and effect for a period to be determ ned by the
| egi sl ati ve body of the qualified |ocal governmental unit. The
certificate may be issued for a period of at |east 1 year, but
not to exceed 12 years. |If the nunber of years determned is
| ess than 12, the certificate may be subject to review by the
| egi sl ati ve body of the qualified |local governnental unit and the
certificate may be extended. The total amount of tinme determ ned
for the certificate including any extensions shall not exceed 12
years after the conpletion of the rehabilitated facility. The
certificate shall comence with its effective date and end on the
Decenber 31 immediately following the |last day of the nunber of
years determ ned. The date of issuance of a certificate of occu-
pancy, if required by appropriate authority, shall be the date of
conpletion of the rehabilitated facility.

(3) If the nunber of years determ ned by the |egislative
body of the qualified |ocal governnmental unit for the period a
certificate remains in force is less than 12 years, the review of
the certificate for the purpose of determ ning an extension shal
be based upon factors, criteria, and objectives that shall be

placed in witing, determ ned and approved at the tinme the

05512’ 99 *



© 0 N oo o B~ wWw N PP

N NN NN N NN R R R R R B R R R R
N~ o 0 M W N R O © 0 N O 0~ W DN BRLr O

12
certificate is approved by resolution of the |egislative body of
the | ocal governnmental unit and sent, by certified mail, to the
applicant, the assessor of the local tax collecting unit in which
the obsolete property is | ocated, and the comm ssion.

Sec. 8. (1) If the taxable value of the property proposed
to be exenpt pursuant to an application under consideration, con-
sidered together with the aggregate taxable value of property
exenpt under certificates previously granted and currently in
force under this act or under 1974 PA 198, MCL 207.551 to
207.572, exceeds 5% of the taxable value of the qualified | ocal
governnental unit, the legislative body of the qualified |ocal
governnmental unit shall make a separate finding and shall include
a statenent in its resolution approving the application that
exceedi ng that anount shall not have the effect of substantially
i npedi ng the operation of the qualified |ocal governnmental unit
or inpairing the financial soundness of an affected taxing unit.

(2) The legislative body of the qualified | ocal governnental
unit shall not approve an application for an obsol ete property
exenption certificate unless the applicant conplies with all of
the follow ng requirenents:

(a) The commencenent of the rehabilitation of the facility
does not occur before the establishnment of the obsol ete property
rehabilitation district.

(b) The application relates to a rehabilitation programthat
when conpl eted constitutes a rehabilitated facility within the
meani ng of this act and that shall be situated within an obsol ete

property rehabilitation district established in a qualified |ocal
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governnental unit eligible under this act to establish such a
di strict.

(c) Conpletion of the rehabilitated facility is cal cul ated
to, and will at the tine of issuance of the certificate have the
reasonabl e |ikelihood to, increase commercial activity, create
enpl oynent, retain enploynent, prevent a |oss of enploynent, or
i ncrease the nunber of residents in the community in which the
facility is situated.

(d) The applicant states, in witing, that the rehabilita-

tion of the facility would not be undertaken w thout the
applicant’s receipt of the exenption certificate.

(e) The applicant is not delinquent in the paynent of al
taxes related to the facility.

Sec. 9. The assessor of each city in which there is a reha-
bilitated facility with respect to which 1 or nore obsol ete prop-
erty rehabilitation exenption certificates have been issued and
are in force shall determ ne annually as of Decenber 31 the val ue
and taxabl e value, both for real and personal property, of each
rehabilitated facility separately, having the benefit of a cer-
tificate and upon receipt of notice of the filing of an applica-
tion for the issuance of a certificate, shall determne and fur-
nish to the local |egislative body the value and the taxable
val ue of the property to which the application pertains and ot her
informati on as may be necessary to permt the local |egislative
body to nmake the determ nations required by section 8(2).

Sec. 10. (1) There is levied upon every owner of a

rehabilitated facility to which an obsol ete property
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rehabilitation exenption certificate is issued a specific tax to
be known as the obsol ete properties tax.

(2) The anpbunt of the obsolete properties tax, in each year,
shal |l be determned by nmultiplying the total mlls levied as ad
val oremtaxes for that year by all taxing units within which the
rehabilitated facility is | ocated by the taxable value of the
real and personal property of the obsolete property for the tax
year inmmediately preceding the effective date of the obsol ete
property rehabilitation exenption certificate after deducting the
taxabl e valuation of the |Iand and of personal property other than
personal property assessed pursuant to section 14(6) of the gen-
eral property tax act, 1893 PA 206, MCL 211. 14.

(3) The obsol ete properties tax shall be collected, dis-
bursed, and assessed in accordance with this act.

(4) The obsolete properties tax is an annual tax, payable at
the same tines, in the sane installnents, and to the same officer
or officers as taxes inposed under the general property tax act,
1893 PA 206, MCL 211.1 to 211.157, are payable. Except as other-
wi se provided in this section, the officer or officers shall dis-
burse the obsol ete properties tax paynents received by the offi-
cer or officers each year to and anong this state, cities, school
districts, counties, and authorities, at the sanme tinmes and in
the sane proportions as required by |law for the di sbursenment of
taxes collected under the general property tax act, 1893 PA 206,
MCL 211.1 to 211. 157.

(5) For intermedi ate school districts receiving state aid

under sections 56, 62, and 81 of the state school aid act of
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1979, 1979 PA 94, MCL 388. 1656, 388.1662, and 388.1681, of the
anmount of obsolete property tax that woul d ot herw se be disbursed
to an internedi ate school district, all or a portion, to be
determ ned on the basis of the tax rates being utilized to com
pute the amount of state aid, shall be paid to the state treasury
to the credit of the state school aid fund established by section
11 of article I X of the state constitution of 1963.

(6) The anobunt of obsolete property tax that woul d ot herw se
be di sbursed to a | ocal school district for school operating pur-
poses shall be paid instead to the state treasury and credited to
the state school aid fund established by section 11 of article IX
of the state constitution of 1963.

(7) The officer or officers shall send a copy of the anount
of di sbursenent nmade to each unit under this section to the com
m ssion on a form provided by the conmm ssion.

(8) Arehabilitated facility located in a renai ssance zone
under the M chigan renai ssance zone act, 1996 PA 376, MCL
125. 2681 to 125.2696, is exenpt fromthe obsol ete properties tax
| evied under this act to the extent and for the duration provided
pursuant to the M chigan renai ssance zone act, 1996 PA 376, MCL
125. 2681 to 125. 2696, except for that portion of the obsolete
properties tax attributable to a special assessnent or a tax
described in section 7ff(2) of the general property tax act, 1893
PA 206, MCL 211.7ff. The obsolete properties tax cal cul ated
under this subsection shall be disbursed proportionately to the

taxing unit or units that |evied the special assessnment or the
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tax described in section 7ff(2) of the general property tax act,
1893 PA 206, MCL 211. 7ff.

Sec. 11. The anmount of the tax applicable to real property,
until paid, is a lien upon the real property to which the certif-
icate is applicable. Proceedings upon the lien as provided by
law for the foreclosure in the circuit court of nortgage |iens
upon real property may commence only upon the filing by the
appropriate collecting officer of a certificate of nonpaynent of
the obsolete properties tax applicable to real property, together
with an affidavit of proof of service of the certificate of non-
paynment upon the owner of the facility by certified mail, wth

the register of deeds of the county in which the property is

si tuat ed.
Sec. 12. The legislative body of the qualified |ocal gov-
ernnmental unit may, by resolution, revoke the obsol ete property

rehabilitation exenption certificate of a facility if it finds
that the conpletion of rehabilitation of the facility has not
occurred within the tinme authorized by the |egislative body in
the exenption certificate or a duly authorized extension of that
time, or that the holder of the obsolete property exenption cer-
tificate has not proceeded in good faith with the operation of
the rehabilitated facility in a manner consistent with the pur-
poses of this act and in the absence of circunstances that are
beyond the control of the holder of the exenption certificate.
Sec. 13. An obsolete property rehabilitati on exenption cer-
tificate may be transferred and assi gned by the hol der of the

certificate to a new owner of the rehabilitated facility if the
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qual i fied |l ocal governnmental unit approves the transfer after
application by the new owner.

Sec. 14. Not later than Cctober 15 each year, each quali -
fied |l ocal governnental unit granting an obsol ete property reha-
bilitation exenption shall report to the conmm ssion on the status
of each exenption. The report nust include the current val ue of
the property to which the exenption pertains, the value on which
the obsolete property rehabilitation tax is based, a current
estimate of the nunber of jobs retained or created by the exenp-
tion, and a current estimate of the nunber of new residents occu-
pyi ng commerci al housing property units covered by the
exenption.

Sec. 15. (1) The departnent annually shall prepare and
submt to the commttees of the house of representatives and
senate responsible for tax policy and econom c devel opnent issues
a report on the utilization of obsolete property rehabilitation
districts, based on the information filed with the conm ssion.

(2) After this act has been in effect for 3 years, the
departnment shall prepare and submt to the conmttees of the
house of representatives and senate responsible for tax policy
and econom ¢ devel opnent issues an econonm ¢ analysis of the costs
and benefits of this act in the 3 |ocal governnental units in
which it has been nost heavily utilized.

Sec. 16. A new exenption shall not be granted under this
act after Decenber 31, 2015, but an exenption then in effect
shal |l continue until the expiration of the exenption

certificate.
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Enacting section 1. This act does not take effect unless
all of the followng bills of the 90th Legislature are enacted
into | aw
(a) Senate Bill No. 269.
(b) House Bill No. 4400.

(c) Senate Bill No. or House Bill No. 5443 (request
no. 05139’ 99).
(d) Senate Bill No. or House Bill No. 5445 (request

no. 05822’ 00).
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