HB- 5030, As Passed House, June 30, 2004

SUBSTI TUTE FOR
HOUSE BI LL NO. 5030

A Dbill to amend 1994 PA 451, entitled
"Natural resources and environnental protection act,"”
(MCL 324.101 to 324.90106) by anmendi ng the part headi ng of part
361 and by adding part 363.
THE PECPLE OF THE STATE OF M CHI GAN ENACT:
PART 361 FARMLAND AND OPEN SPACE PRESERVATI ON - DEVELOPMENT
Rl GHTS AGREEMENTS AND EASEMENTS
PART 363 FARMLAND PRESERVATI ON - AGRI CULTURAL DI STRI CTS
Sec. 36301. As used in this part:
(a) "Agricultural district" nmeans an area of farm and
designated in an agricultural district contract.
(b) "Agricultural district contract” or "contract"” means a
contract under this part between the state | and use agency and
t he owner of farnl and.

(c) "Agricultural use" neans that termas defined in section
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36101. Agricultural use does not include a residence other than
a residence for agricultural |aborers.

(d) "Conprehensive | and use plan" neans a | and use pl an
adopted by a county that contains an agricultural preservation
conmponent consisting of all of the follow ng:

(1) A future land use map of the county indicating areas
i ntended for agricultural and farm and preservation.

(i) A description of the strategies intended to be used to
preserve the agricultural land and farm and in the county.

(iii) A description of the reasons why agricultural |ands and
farm and shoul d be preserved in the county.

(iv) A description of how and why the specific agricultural
| ands and farm and was sel ected for preservation.

(v) A description of any joint planning plans or agreenents

under the joint municipal planning act, 2003 PA 226, MCL 125.131

to 125. 141.
(e) "Conservation easenment” means either of the foll ow ng:
(1) A permanent agricultural conservation easenent or

devel opnent rights easenent under part 361, as those terns are

defined in section 36101.
(ii)) An agricultural conservation easenent under part 362, as

that termis defined in section 36201.

(f) "Devel opnent” means that termas defined in section
36101.

(g) "Farm and" neans, except as provided in subparagraph (V)
or farm and subject to a devel opnent rights agreenment under part

361, 1 or nore of the follow ng:
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(i) Afarmof 40 or nore acres in 1 ownership, with 51% or
nore of the land area devoted to an agricul tural use.

(i) Afarmof 5 acres or nore in 1 ownership, but [ess than
40 acres, with 51%or nore of the |and area devoted to an
agricultural use, that has produced a gross annual income from
agriculture of $200.00 per year or nore per acre of cleared and
tillable land. A farmdescribed in this subparagraph enrolled in
a federal acreage set aside programor a federal conservation
reserve programis considered to have produced a gross annua
i ncome fromagriculture of $200.00 per year or nore per acre of
cleared and tillable Iand.

(iit) A farm desi gnated by the departnment of agriculture as a
specialty farmin 1 ownership that has produced a gross annual
i ncome froman agricultural use of $2,000.00 or nore. Specialty
farms include, but are not limted to, greenhouses; equine
breedi ng and grazing; the breeding and grazing of cervidae,
pheasants, and other gane aninals; bees and bee products;
nmushr oons; aquacul ture; and other simlar uses and activities.

(iv) Parcels of land in 1 ownership that are not contiguous
but which constitute an integral part of a farm ng operation
bei ng conducted on | and ot herwi se qualifying as farm and.

(v) Farm and does not include property exenpt under section
7cc of the general property tax act, 1893 PA 206, MCL 211. 7cc,

and surrounding property sufficient to equal the mninumlot size

if the | ocal governing body has inplenmented a mninumlot size by
or di nance.
(h) "Ceneral property tax act" neans the general property tax
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4
act, 1893 PA 206, MCL 211.1 to 211.157.

(i) "Local governing body" nmeans the |egislative body of the
qualified local unit.

(j) "Local unit" nmeans 1 of the foll ow ng:

(i) Wth respect to farmand that is located in a city or
village, the city or village.

(i) Wth respect to farmand that is not located in a city
or village, the township where the farm and is | ocat ed.

(k) "Mgratory |aborer” neans that termas defined in section

12401 of the public health code, 1978 PA 368, MCL 333. 12401.

(1) "Owner" neans a person having a freehold estate in real
property coupled with possession and enjoynent. |If real property
is subject to a land contract, owner neans the vendee in
agreenent with the vendor.

(m "Permtted use" nmeans any use expressly authorized within
an agricultural district contract that is consistent with the
farm ng operation. Storage, retail or whol esal e marketing, or
processing of agricultural products is a permtted use in a
farm ng operation if nore than 50% of the stored, processed, or
nmer chandi sed products are produced by the farm operator for at
| east 3 of the i mediately preceding 5 years. The state |and use
agency shall determ ne whether a use is a permtted use pursuant
to section 36104a.

(n) "Person” neans that termas defined in section 36101.

(o) "Prohibited use" neans a use that is not consistent with
an agricultural use for farm and.

(p) "Property taxes" neans that termas defined in section
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36101.

(q) "Qualified agricultural property" neans that term as
defined in section 7dd of the general property tax act, 1893 PA
206, MCL 211. 7dd.

(r) "Qualified local unit" means a local unit that adopts a
resolution to participate under this act and is located in a
county that has inplenented or updated a conprehensive |and use
plan within the inmediately preceding 5 years and is in
conpliance with the conprehensive | and use pl an

(s) "State incone tax act" neans the incone tax act of 1967,
1967 PA 281, MCL 206.1 to 206.532, and in effect during the
particul ar year of the reference to the act.

(t) "State | and use agency" neans the departnent of
agriculture.

(u) "True cash value" neans that termas defined in section
27 of the general property tax act, 1893 PA 206, MCL 211.27.

Sec. 36303. (1) An owner of farm and who desires to
establish an agricultural district consisting of that farm and
may apply by filing a signed application with the qualified | oca
governi ng body in which the farmand is |ocated. The owner shall
apply on a formprescribed by the state | and use agency.

(2) The application shall contain all of the follow ng:

(a) The terms, restrictions, and conditions governing the
agricultural district as set forth in this part.

(b) Information reasonably necessary to classify as farn and
the land to be covered by the agricultural district contract,

i ncludi ng both of the follow ng:
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(i) Aland survey or a legal description of the |and.

(i) A map showi ng the significant natural features and all
structures and physical inprovenments | ocated on the | and.

(c) That the applicant agrees to all of the foll ow ng:

(i) A structure shall not be built on the | and except for use
consistent with farm operations, which includes a residence for
an individual essential to the operation of the farm under
section 36310(5), or lines for utility transm ssion or
di stribution purposes or with the approval of the |ocal governing
body and the state | and use agency.

(i) That land inprovenents shall not be nmade except for use
consistent with farmoperations or with the approval of the | oca
governi ng body and the state | and use agency.

(iii) That public access is not permtted on the | and unl ess
agreed to by the owner.

(iv) That the owner of record at the tinme of early w thdrawal
is responsible for the early w thdrawal assessment.

(v) Any other condition and restriction on the |land as agreed
to by the parties that is considered necessary to preserve the
| and or appropriate portions of it as farm and.

(3) The qualified local unit may charge an applicant a
reasonabl e assessnent not exceedi ng the cost of processing an
application. |If the qualified |local unit charges such an
assessnent, the application is not conplete unless it is
acconpani ed by the assessnent.

(4) The clerk of the Iocal governing body shall record the

date of receipt on the application
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(5) Wthin 42 days after receiving the application, the |oca
governi ng body shall do 1 of the follow ng:

(a) Approve the application if all the | and proposed for
inclusion in the agricultural district is farm and, the | oca
unit in which the land is located is a qualified | ocal unit, and
all of the structures proposed for inclusion are devoted to an
agricultural use. |If action is not taken by the |ocal governing
body by the date required by this subsection, the |ocal governing
body shall be considered to have approved the application on that
date. The clerk of the |ocal governing body shall pronptly
record the | ocal governing body's approval and the date of the
approval on the application, sign the application, and conply
with section 36305.

(b) Reject the application if the |land proposed for inclusion
in the agricultural district is not farm and, the local unit in
which the land is located is not a qualified |ocal unit, or any
of the structures proposed for inclusion are not devoted to an
agricultural use. The clerk of the |ocal governing body shall
pronptly record the | ocal governing body's rejection, the date of
the rejection, and the reasons for the rejection on the
application, sign the application, and return the application to
t he owner.

(6) Wthin 28 days after rejection of an application by the
| ocal governing body, the owner may appeal the rejection by
filing the rejected application with the state | and use agency.
Wthin 42 days after receiving the rejected application, the

state |land use agency shall do 1 of the follow ng:
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(a) Approve the application if all the I and proposed for
inclusion in the agricultural district is farm and, the I oca
unit in which the land is located is a qualified | ocal unit, and
all the structures proposed for inclusion are devoted to an
agricultural use. An authorized enpl oyee of the state |and use
agency shall do all of the foll ow ng:

(1) Record the approval and the date of the approval on the
appl i cation.

(ii)) Sign the application. Wen the application is signed by
t he authori zed enpl oyee, the application constitutes the legally
bi ndi ng agricultural district contract.

(1ii) Return the application to the clerk of the |oca
gover ni ng body.

(b) Reject the application if the |land proposed for inclusion
in the agricultural district is not farm and, the local unit in
which the land is located is not a qualified |ocal unit, or any
of the structures proposed for inclusion are not devoted to an
agricultural use. An authorized enployee of the state |and use
agency shall record its rejection, the date of the rejection, and
the reasons for rejection on the application, sign the
application, and return the application to the owner.

Sec. 36305. Upon approval of an application under section
36303(5) or receiving an application approved by the state |and
use agency under section 36303(6), the state | and use agency
shall record the agricultural district contract with the register
of deeds of the county in which the land is |ocated and shal

notify the applicant, the qualified local unit's assessing
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of fice, and the departnment of treasury. An agricultural district
contract that is approved by Novenber 1 shall take effect on
Decenber 31 of that tax year.

Sec. 36306. (1) The execution and acceptance of an
agricultural district contract by the state | and use agency and
the owner contractually binds the owner to keep the farmand in
an agricultural use for the termspecified in the agricultural
district contract. An agricultural district contract shall be
for an initial termof not |less than 20 years.

(2) Except as otherwi se provided in this part, the state or
| ocal governing body shall not sell, transfer, convey,
relinqui sh, vacate, or otherw se di spose of an agricultural
district contract except with the agreenent of the owner

(3) An agricultural district contract does not supersede any
prior lien, lease, or interest that is properly recorded with the
county register of deeds.

(4) Alien created under this part in favor of the state or a
| ocal governing body is subordinate to a lien of a nortgage that
is recorded in the office of the register of deeds before the
recording of the lien of this state or |ocal governing body.

Sec. 36307. (1) Al participants owning | and under an
agricultural district contract shall notify, on a form provided
by the state | and use agency for informational purposes only, the
state or the |ocal governing body hol ding the agricul tural
district contract, 6 nonths before the natural term nation date
of the agricultural district contract, of the owners' intentions

regardi ng whet her the contract should be extended or allowed to
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House Bill No. 5030 (H 2) as amended June 30, 2004

expire

(2) The state |l and use agency shall notify the | andowner via
first-class mail at |east 10 years before the expiration of an
agricultural district contract that a lien may be placed at the
time of expiration of the agricultural district contract on the
farm and if the | andowner does not extend the agricul tural
district contract and shall indicate to the | andowner the option
of not claimng credits during all or a portion of the next 10
years.

Sec. 36308. Special assessnents on farm and in an
agricultural district are subject to section 36108.

Sec. 36309. (1) For tax years that begin after Decenmber 31,
2005, an owner of farm and subject to an agricultural district
contract who is required or eligible to file a return as an
i ndi vidual or a claimant under the state inconme tax act may claim
a credit against the state inconme tax liability for the anount
that represents the difference between the property taxes on the
farm and [ ] used in the farm ng operation, subject to
the agricultural district contract and $5.00 per acre for each
acre subject to the agricultural district contract. For the
purposes of this section, all of the follow ng apply:

(a) A partner in a partnership is considered an owner of
farm and and rel ated buil di ngs owned by the partnership and
covered by an agricultural district contract. A partner is
considered to pay a proportion of the property taxes on that
property equal to the partner's share of ownership of capital or

di stributive share of ordinary incone as reported by the
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partnership to the internal revenue service or, if the
partnership is not required to report that information to the
internal revenue service, as provided in the partnership
agreenent or, if there is no witten partnership agreenent, a
statenent signed by all the partners. A partner claimng a
credit under this section based upon the partnership agreenment or
a statenent shall file a copy of the agreenent or statement with
his or her incone tax return. |If the agreenent or statenent is
not filed, the departnent of treasury shall deny the credit. All
partners in a partnership claimng the credit allowed under this
section shall conmpute the credit using the same basis for the
apportionnent of the property taxes.

(b) A sharehol der of a corporation that has filed a proper
el ecti on under subchapter S of chapter 1 of subtitle A of the
i nternal revenue code of 1986, 26 USC 1361 to 1379, is considered
an owner of farm and and rel ated buil di ngs covered by an
agricultural district contract that are owned by the
corporation. A shareholder is considered to pay a proportion of
the property taxes on that property equal to the sharehol der's
percent age of stock ownership for the tax year as reported by the
corporation to the internal revenue service.

(c) If an individual in possession of property for |ife under
alife estate with remai nder to anot her person or hol di ng
property under a life |lease enters into a witten agreenment with
t he person holding the remainder interest in that [and and the
witten agreenent apportions the property taxes in the same

manner as revenue and expenses, the life lease or |life estate
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House Bill No. 5030 (H 2) as amended June 30, 2004

hol der and the person holding the remainder interest may claim
the credit under this act as it is apportioned to them under the
witten agreenent upon filing a copy of the witten agreenent
with the return.

(d) If a trust holds farm and | ] covered
by an agricultural district contract and an individual is treated
under subpart E of subchapter J of subchapter A of chapter 1 of
the internal revenue code of 1986, 26 USC 671 to 679, as the
owner of that portion of the trust that includes the farm and and
rel ated buil dings, that individual is considered the owner of
t hat property.

(e) An individual who is the sole beneficiary of a trust that
is the result of the death of that individual's spouse is
considered the owner of farm and | ] covered by
an agricultural district contract and held by the trust if the
trust confornms to all of the foll ow ng:

(1) One hundred percent of the trust incone is distributed to
the beneficiary in the tax year in which the trust receives the
i ncone.

(ii)) The trust ternms do not provide that any portion of the
trust is to be paid, set aside, or otherw se used in a manner
that would qualify for the deduction allowed by section 642(c) of
the internal revenue code of 1986.

(f) Anmenber inalimted liability conpany is considered an
owner of farm and [ ] covered by an
agricultural district contract that are owed by the limted

liability conmpany. A nmenber is considered to pay a proportion of
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House Bill No. 5030 (H 2) as amended June 30, 2004

the property taxes on that property equal to the nenber's share
of ownership or distributive share of ordinary inconme as reported
by the limted liability conpany to the internal revenue

servi ce.

(2) For tax years that begin after Decenber 31, 2005, an
owner of farm and | ] subject to 1 or nore
agricultural district contracts to whom subsection (1) does not
apply may claima credit under the single business tax act, 1975
PA 228, MCL 208.1 to 208. 145, for the anpbunt that represents the
di fference between the property taxes on the land |

] subject to the agricultural district
contract and $5.00 per acre for each acre subject to the
agricultural district contract. A participant is not eligible to
claima credit and refund against the state single business tax
unl ess the partici pant denonstrates that the participant's
agricultural gross receipts of the farm ng operati on exceed 5
times the property taxes on the |l and for each of 3 out of the 5
tax years imedi ately preceding the year in which the credit is
claimed. A participant may conpare, during the contract period,
the average of the nost recent 3 years of agricultural gross
receipts to property taxes in the first year that the owner is
subject to an agricultural district contract in calculating the
gross receipts qualification. Once an election is nmade by the
participant to conpute the benefit in this manner, all future
cal cul ations shall be made in the same nmanner

(3) If the farm and | ] covered by an

agricultural district contract are owned by nore than 1 owner,
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House Bill No. 5030 (H 2) as amended June 30, 2004

each owner is allowed to claima credit under this section based
upon that owner's share of the property tax payable on the

farm and [ ]. The departnent of treasury shal
consider the property tax equally apportioned anong the owners
unless a witten agreenent signed by all the owners is filed with
the return, which agreenent apportions the property taxes in the
same manner as all other items of revenue and expense. |If the
property taxes are considered equally apportioned, a husband and
wi fe shall be considered 1 owner, and a person with respect to
whom a deducti on under section 151 of the internal revenue code
of 1986 is allowable to another owner of the property shall not
be consi dered an owner.

(4) A beneficiary of an estate or trust to which subsection
(1) does not apply is entitled to the sane percentage of the
credit provided in this section as that person's percentage of
all other distributions by the estate or trust.

(5) If the allowable amount of the credit clained exceeds the
state inconme tax or the state single business tax otherw se due
for the tax year or if there is no state incone tax or the state
singl e business tax due for the tax year, the anmount of the claim
not used as an offset against the state incone tax or the state
singl e business tax, after exam nation and review, shall be
approved for paynent to the claimant pursuant to 1941 PA 122, MCL
205.1 to 205.31. The total credit all owable under this part and
chapter 9 of the inconme tax act of 1967, 1967 PA 281, MCL 206. 501
to 206.532, or the single business tax act, 1975 PA 228, ML
208.1 to 208. 145, shall not exceed the total property tax due and
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House Bill No. 5030 (H 2) as amended June 30, 2004

payabl e by the claimant in that year. The anount the credit

exceeds the property tax due and payable shall be deducted fr

the credit clainmed under this part.

(6) For purposes of audit, review, determ nation, appea

om

S,

heari ngs, notices, assessnents, and adm nistration relating to

the credit program provided by this section, the state incone

act or single business tax act, 1975 PA 228, MCL 208.1 to

208. 145, applies according to which tax the credit is clained

against. If an individual is allowed to claima credit under

subsection (1) based upon property

owned or held by a

partnership, S corporation, or trust, the departnent of treas

t ax

ury

may require that the individual furnish to the departnment a copy

of a tax return, or portion of a tax return, and supporting

schedul es that the partnership, S corporation, or trust files

under the internal revenue code.

(7) The department of treasury shall account separately

f or

paynments under this part and not conbine themw th other credit

progranms. A paynment nade to a cla

mant for a credit clainmed

under this part shall be issued by 1 or nore warrants made out to

t he cl ai mant.

[(8) This state shall reinburse the state school
establ i shed by section 11 of article I X of the state constitution of 1963
for all revenues lost as the result of the tax credits paid under this

act . |
Sec. 36310. (1) Land subject

aid fund

to an agricultural district

contract may be sold without penalty under section 36311, if

use of the land by the successor in title conplies with the

provi sions contained in the agricul

tural district contract.

seller shall notify the governnental authority having

jurisdiction over the agricultura

change i n ownershi p.
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(2) If the owner of |and subject to an agricultural district
contract dies or becones totally and pernanently disabl ed or when
an individual essential to the operation of the farmdies or
becones totally and pernmanently disabl ed, the | and may be
relinqui shed fromthe contract under this part and is subject to
a lien pursuant to section 36311(11). A request for
reli nqui shnment under this section shall be nade within 3 years
fromthe date of death or disability. A request for
relinqui shment under this subsection shall be made only by the
owner in case of a disability or, in case of death, the person
who becones the owner through survivorship or inheritance.

(3) If an owner of |and subject to an agricultural district
contract becones totally and permanently disabled or dies, |and
contai ning structures that were present before the recording of
t he devel opnment rights agreenent may be relinquished fromthe
contract, upon request of the disabled contract hol der or upon
request of the person who becones an owner through survivorship
or inheritance, and upon approval of the |ocal governing body and
the state | and use agency. Not nore than 2 acres nmay be
relinqui shed under this subsection unless additional |land area is
needed to enconpass all of the buildings |ocated on the parcel,
in which case not nore than 5 acres may be relinquished. |If the
parcel proposed to be relinquished is less in area than the
m ni mum parcel size required by |ocal zoning, the parcel may not
be relinqui shed unless a variance is obtained fromthe |oca
zoni ng board of appeals to allow for the snaller parcel size.

The portion of the farm and relinqui shed fromthe agricul tural
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di strict contract under this subsection is subject to a lien
pursuant to section 36311(10).

(4) The land described in an agricultural district contract
may be divided into smaller parcels of |and, each of which shall
be covered by a separate agricultural district contract and each
of which shall be eligible for subsequent renewal. The separate
agricultural district contracts shall contain the sane terns and
conditions as the original agricultural district contract. The
smal | er parcels created by the division nust neet the m ninmum
requi renents for being enrolled under this part or be 40 acres or
nore in size. Farm and may be di vided once under this subsection
w thout fee by the state | and use agency. The state |and use
agency nmay charge a reasonable fee not greater than the state
| and use agency's actual cost of dividing the agreenent for all
subsequent divisions of that farmland. Wen a division of an
agricultural district contract is made under this subsection and
is executed and recorded, the state | and use agency shall notify
the applicant, the |ocal governing body and its assessing office,
and the departnent of treasury.

(5) As used in this section, "individual essential to the
operation of the farm means a co-owner, partner, sharehol der,
farm manager, or fam |y nenber, who, to a material extent,
cultivates, operates, or manages farm and under this part. An
i ndi vidual is considered involved to a material extent if that
i ndi vi dual does 1 or nore of the follow ng:

(a) Has a financial interest equal to or greater than 1/2 the

cost of producing the crops, livestock, or products and inspects
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and advi ses and consults with the owner on production
activities.

(b) Works 1,040 hours or nore annually in activities
connected with production of the farm ng operation.

(6) The state | and use agency may charge and collect a fee of
$25.00 to process each change of ownership under subsection (1)
or each division under subsection (4). The fee collected under
this subsection shall be used by the state | and use agency to
adm nister this act.

Sec. 36311. (1) An agricultural district contract expires
at the expiration of the termof the contract unless renewed with
t he consent of the owner of the land. |[If the owner of the |and
has conplied with the requirenments of this part regarding
agricultural district contracts, the owner is entitled to
automatic renewal of the farm and covered by the contract upon
witten request of the owner. An agricultural district contract
may be renewed for a termof not |ess than 10 years. If an
agricultural district contract is renewed, the state |and use
agency shall send a copy of the renewal contract to the |oca
governi ng body of the local unit of governnent in which the
farmand is | ocated.

(2) An agricultural district contract or a portion of the
farm and covered by an agricultural district contract nmay be
relinqui shed as provided in this section and section 36312.

Farm and may be relinquished by this state before a term nation
date contained in the contract under either of the follow ng

ci rcunst ances:
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(a) If approved by the |ocal governing body and the state
| and use agency, |and containing structures that were present
before the recording of the agricultural district contract may be
relinqui shed fromthe contract. Not nore than 2 acres may be
reli nqui shed under this subdivision unless additional |and area
is needed to enconpass all of the buildings and structures
| ocated on the parcel, in which case not nore than 5 acres may be
relinquished. |If the parcel proposed to be relinquished is |ess
in area than the m ni num parcel size required by |ocal zoning,

t he parcel may not be relinquished unless a variance is obtained
fromthe | ocal zoning board of appeals to allow for the snaller
parcel size.

(b) If approved by the |ocal governing body and the state
| and use agency, |and may be relinqui shed fromthe contract for
the construction of a residence by an individual essential to the
operation of the farmas defined in section 36310. Not nore than
2 acres may be relinquished under this subdivision. [If the
parcel proposed to be relinquished is less in area than the
m ni mum parcel size required by |ocal zoning, the parcel may not
be relinqui shed unless a variance is obtained fromthe |oca
zoni ng board of appeals to allow for the smaller parcel size.

(3) If the request for relinquishnent of the agricultura
district contract is approved, the state | and use agency shal
prepare an instrunent, subject to subsections (4), (5), (6), and
(7), and record it with the register of deeds of the county in
which the land is situated.

(4) If an agricultural district contract or a portion of an
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agricultural district contract is to be relinquished pursuant to
subsection (2) or section 36312, the state | and use agency shal
record a lien against the property fornmerly subject to the
agricultural district contract for the total amount of the
allocated tax credit of the last 10 years, including the year of
term nation, received by an owner for that property under the
agreement under section 36309, attributable to the property
formerly subject to the agricultural district contract, plus
interest at the rate of 6% per annum sinple interest fromthe

time the credit was received until the lien is placed on the

property.
(5) If the property being relinquished fromthe agricultura
district contract is less than all of the property subject to

that agricultural district contract, the allocated tax credit for
the agricultural district contract shall be multiplied by the
property's share of the taxable value of the contract. As used
in this subsection:

(a) "The allocated tax credit" nmeans the anount obtai ned by
mul tiplying the owner's total farm and preservation credit
claimed in that year on all contracts by the quotient of the ad
val orem property tax levied in that year on property subject to
the agricultural district contract that included the property
being relinqui shed fromthe contract divided by the total
property taxes |evied on property subject to any contract and
used in determning the farm and preservation credit in that
year.

(b) "The property's share of the taxable val ue of the
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agreenment” means the quotient of the taxable value of the
property being relinquished fromthe contract divided by the
total taxable value of property subject to the agricultura
district contract that included the property being relinquished
fromthe agricultural district contract.

(6) Thirty days before the recording of a lien under this
section, the state | and use agency shall notify the owner of the
farm and subject to the agricultural district contract of the
anount of the lien, including interest, if any. |If the lien
anount is paid before 30 days after the owner is notified, the
lien shall not be recorded. The lien may be paid and di scharged
at any tine and is payable to the state by the owner of record at
the tinme the land or any portion of it is sold by the owner of
record, or if the land is converted to a use prohibited by the
former agricultural district contract. The lien shall be
di scharged upon renewal or reentry in an agricultural district
contract, except that a subsequent lien shall not be |less than
the lien discharged.

(7) Upon the termnation of all or a portion of the
agricultural district contract under subsection (3) or the
expiration of an agricultural district contract under subsection
(1), the state | and use agency shall prepare and record a lien,
if any, against the property formerly subject to the agricultural
district contract for the total amount of the allocated tax
credit of the last 10 years, including the year of term nation,
recei ved by the owner under section 36309, attributable to the

property formerly subject to the agricultural district contract,
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plus interest at the rate of 6% per annumsinple interest from
the tine the credit was received until the lien is placed on the
property.

(8) Upon termnation of an agricultural district contract,
the state | and use agency shall notify the departnent of treasury
for their records.

(9) The unappropriated proceeds fromlien paynents and early
wi t hdrawal assessnments made under this part shall be forwarded to
the state treasurer for deposit in the agricultural preservation
fund created in section 36202.

(10) Upon the relinquishment of all of the farm and under
section 36310(2) or a portion of the farm and under section
36310(3), the state | and use agency shall prepare and record a
lien against the property fornerly subject to an agricultura
district contract in an anount cal cul ated as foll ows:

(a) Establishing a termof years by nmultiplying 10 by a
fraction, the nunerator of which is the nunber of years the
farm and was under the agricultural district contract, including
any extensions, and the denom nator of which is the nunber
representing the termof years of that contract, including any
ext ensi ons.

(b) The lien anmount equals the total amount of the all ocated
tax credit clainmed attributable to that agricultural district
contract in the inmmediately preceding termof years as determ ned
i n subdivision (a).

(11) When a lien is paid under this section, the state |and

use agency shall prepare and record a discharge of lien with the
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regi ster of deeds in the county in which the land is |ocated.
The di scharge of lien shall specifically state that the |ien has
been paid in full, that the lien is discharged, that the
agricultural district contract is termnated, and that the state
has no further interest in the |Iand under that contract.

(12) An owner of farm and subject to an agricultural district
contract, upon witten request to the state |and use agency
between January 1 and April 1, in the tenth and fifteenth years
of the initial termof the contract, nmay elect to termnate the
contract upon paynent of the early w thdrawal assessnment provided
inthis section to the state | and use agency. The early
wi t hdrawal assessnent is as foll ows:

(a) In the tenth year, an anount equal to 7% of the true cash
val ue of the farnm and subject to the contract.

(b) I'n the fifteenth year, an anount equal to 5% of the true
cash val ue of the farm and subject to the contract.

(13) If, upon expiration of the termof an agricultura
district contract, the farm and becones subject to an
agricultural conservation easenent or purchase of devel oprment
rights under section 36111b or 36206 or if an agricul tural
district contract is term nated under subsection (12), the
farm and is not subject to a lien under this section.

Sec. 36312. (1) Upon request froma | andowner and a | ocal
governi ng body, the state | and use agency shall relinquish
farmand fromthe agricultural district contract if 1 or both of
the foll owi ng occur:

(a) The |l ocal governing body determnes 1 or nore of the
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fol | ow ng:

(i) That, because of the quality of the farm and,
agricultural production cannot be made econom cally viable with
general |y accepted agricultural and nmanagenent practices.

(i) That surroundi ng conditions inpose physical obstacles to
the agricultural operation or prohibit essential agricultural
practi ces.

(iii) That significant natural physical changes in the
farm and have occurred that are generally irreversible and
permanently limt the productivity of the farm and.

(iv) That a court order restricts the use of the farm and so
that agricultural production cannot be made econom cally viable.

(b) The | ocal governing body determ nes that the
relinquishnment is in the public interest and that the farm and to
be relinquished neets 1 or nore of the follow ng conditions:

(i) The farmand is to be owned, operated, and maintai ned by
a public body for a public use.

(ii)) The farm and had been zoned for the immed ately

preceding 3 years for a commercial or industrial use.

(iii) The farm and is zoned for conmercial or industrial use
and the relinquishnment of the farmand will be mtigated by 1 of
the foll owi ng neans:

(A) For every 1 acre of farmland to be relinquished, an
agricultural conservation easenent will be acquired over 2 acres
of farm and of conparable or better quality l|located within the

same | ocal unit of government where the farm and to be

relinquished is |located. The agricultural conservation easenent
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shall be held by the lIocal unit of governnment where the farn and
to be relinquished is |located or, if the |ocal governing body
declines to hold the agricultural conservation easenent, by the
state | and use agency.

(B) If an agricultural conservation easenent cannot be
acquired as provided under sub-subparagraph (A), there will be
deposited into the state agricultural preservation fund created
in section 36202 an anount equal to twi ce the value of the
devel opnent rights to the farm and bei ng relinquished, as
determ ned by a certified appraisal.

(iv) The farmand is to be owned, operated, and maintai ned by
an organi zation exenpt fromtaxation under section 501(c)(3) of
the internal revenue code of 1986, 26 USC 501, and the
relinqui shnment will be beneficial to the [ ocal community.

(2) I'n determning public interest under subsection (1)(b),
t he governi ng body shall consider all of the follow ng:

(a) The long-termeffect of the relinquishnment upon the
preservati on and enhancenent of agriculture in the surroundi ng
area, including any nonfarm encroachnment upon other agricultura
operations in the surroundi ng area.

(b) Any other reasonable and prudent site alternatives to the

farm and to be relinquished.

(c) Any infrastructure changes and costs to the | ocal
governnmental unit that will result fromthe devel opnent of the
farm and to be relinquished.

(3) If a landowner's relinqui shnent application under this

section is denied by the | ocal governing body, the |andowner may
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appeal that denial to the state | and use agency. In determ ning
whet her to grant the appeal and approve the relinquishnment, the
state |l and use agency shall follow the criteria established in
subsection (1)(a) or followthe criteria in subsection (1)(b) and
consider the factors described in subsection (2).

(4) The state |l and use agency shall review an application
approved by the | ocal governing body to verify that the criteria
provi ded in subsection (1)(a) were net or the criteria in
subsection (1)(b) were nmet and the factors in subsection (2) were
considered. |If the local governing body did not render a
determ nation in accordance with this subsection, the state | and
use agency shall not relinquish the farm and fromthe devel opnent
ri ghts agreenent.

(5) A local governing body nay elect to waive its right to
make a relinqui shnment determ nation under subsection (1)(a) or
(b) by providing witten notice of that election to the state
| and use agency. The witten notice shall grant the state |and
use agency sole authority to grant or deny the application as
provided in this section.

(6) A decision by the state |and use agency to grant or deny
an application for relinquishnment under this section that
adversely affects a | and owner or a |ocal governing body is
subj ect to a contested case hearing as provided under this act
and the adm nistrative procedures act of 1969, 1969 PA 306, MCL
24.201 to 24. 328.

(7) As used in this section, "econom c viability" neans that

the cash flow returning to the farm ng operation is positive.

HO3047' 03 (H- 2) JLB



© 00 N o o0~ W N P

N N N N N N NN P P R P R R R R P
N~ o o M WON P O © 00N OO0~ WDN P O

27
The | ocal governing body or state | and use agency shall eval uate
an application for relinqui shnment, and determ ne the econonic
viability of the affected farm ng operation, by doing all of the
fol |l ow ng:

(a) Estimating crop, |ivestock, or product val ue of the
farm and using | ocally accepted production nethods and | ocal
United States departnent of agriculture yield capabilities for
the specific soil types and average price for crop, livestock, or
product over the past 5 years.

(b) Addi ng average yearly property tax credits afforded by
the agricultural district contract over the inmedi ately preceding

5-year period.

(c) Subtracting estimated expenses directly attributed to the
production of the crop, livestock, or product, including, but not
limted to, seed, fertilizer, insecticide, building and machi nery
repair, drying, trucking, and property taxes.

(d) Subtracting the estimted cost of the operator's |abor
and managenent tine at rates established by the United States
departrment of agriculture for "all labor", Geat Lakes area, as

published in the United States departnent of agriculture |abor

reports.

(e) Subtracting typical capital replacenment cost per acre of
nonl and assets using a useful life depreciation rate for
conpar abl e farm ng operations.

Sec. 36313. The state | and use agency may pronul gate rul es
to inplenment this part pursuant to the adm nistrative procedures

act of 1969, 1969 PA 306, MCL 24.201 to 24.328.
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