HOUSE BILL No. 4942
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HOUSE BILL No. 4942

July 2, 2003, Introduced by Reps. Tobocman, Hunter, Kooiman, Dennis, Gillard and
Woronchak and referred to the Committee on Tax Policy.

A bill to amend 1893 PA 206, entitled
"The general property tax act,"
by amendi ng sections 27a and 34d (MCL 211.27a and 211. 34d),
section 27a as anmended by 2000 PA 260 and section 34d as anended
by 1996 PA 476.

THE PECPLE OF THE STATE OF M CHI GAN ENACT:

Sec. 27a. (1) Except as otherwi se provided in this section,

property shall be assessed at 50% of its true cash val ue under

section 3 of article I X of the state constitution of 1963.

(2) Except as otherw se provided in subsection (3), for taxes

levied in 1995 and for each year after 1995, the taxable val ue of

each parcel of property is the |esser of the follow ng:

(a) The property's taxable value in the imedi ately preceding

year mnus any |losses, nmultiplied by the | esser of 1.05 or the

inflation rate, plus all additions. For taxes levied in 1995,
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the property's taxable value in the inmredi ately preceding year is
the property's state equalized valuation in 1994.

(b) The property's current state equalized val uation.

(3) Upon a transfer of ownership of property after 1994, the
property's taxable value for the cal endar year follow ng the year
of the transfer is the property's state equalized valuation for
t he cal endar year follow ng the transfer

(4) 1If the taxable value of property is adjusted under
subsection (3), a subsequent increase in the property's taxable
value is subject to the |imtation set forth in subsection (2)
until a subsequent transfer of ownership occurs.

(5) Assessnent of property, as required in this section and
section 27, is inapplicable to the assessnment of property subject
to the levy of ad valoremtaxes within voted tax limtation
increases to pay principal and interest on limted tax bonds
i ssued by any governnental unit, including a county, township,
comunity college district, or school district, before January 1,
1964, if the assessnent required to be nade under this act woul d
be | ess than the assessnent as state equalized prevailing on the
property at the time of the issuance of the bonds. This
i napplicability shall continue until levy of taxes to pay
principal and interest on the bonds is no |longer required. The
assessment of property required by this act shall be applicable
for all other purposes.

(6) As used in this act, "transfer of ownership" neans the
conveyance of title to or a present interest in property,

i ncludi ng the beneficial use of the property, the value of which
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3
is substantially equal to the value of the fee interest.
Transfer of ownership of property includes, but is not limted
to, the foll ow ng:

(a) A conveyance by deed.

(b) A conveyance by |l and contract. The taxable val ue of
property conveyed by a | and contract executed after Decenber 31,
1994 shall be adjusted under subsection (3) for the cal endar year
followi ng the year in which the contract is entered into and
shal | not be subsequently adjusted under subsection (3) when the
deed conveying title to the property is recorded in the office of
the regi ster of deeds in the county in which the property is
| ocat ed.

(c) A conveyance to a trust after Decenber 31, 1994, except
if the settlor or the settlor's spouse, or both, conveys the
property to the trust and the sol e present beneficiary or
beneficiaries are the settlor or the settlor's spouse, or both.

(d) A conveyance by distribution froma trust, except if the
distributee is the sole present beneficiary or the spouse of the
sol e present beneficiary, or both.

(e) A change in the sole present beneficiary or beneficiaries
of a trust, except a change that adds or substitutes the spouse
of the sole present beneficiary.

(f) A conveyance by distribution under a will or by intestate
succession, except if the distributee is the decedent's spouse.

(g) A conveyance by lease if the total duration of the |ease,
including the initial termand all options for renewal, is nore

than 35 years or the |ease grants the | essee a bargai n purchase
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option. As used in this subdivision, "bargain purchase option"”
nmeans the right to purchase the property at the term nation of
the | ease for not nore than 80% of the property's projected true
cash value at the termnation of the |ease. After Decenber 31,
1994, the taxable value of property conveyed by a |lease with a
total duration of nore than 35 years or with a bargai n purchase
option shall be adjusted under subsection (3) for the cal endar
year following the year in which the lease is entered into. This
subdi vi sion does not apply to personal property except buil dings
described in section 14(6) and personal property described in
section 8(h), (i), and (j). This subdivision does not apply to
that portion of the property not subject to the | easehold
i nterest conveyed.

(h) A conveyance of an ownership interest in a corporation,
partnership, sole proprietorship, limted liability conpany,
limted liability partnership, or other legal entity if the

ownership interest conveyed is nore than 50% of the corporation

partnership, sole proprietorship, limted liability conpany,
l[imted liability partnership, or other legal entity. Unless
notification is provided under subsection (10), the corporation,

partnership, sole proprietorship, limted liability conpany,
limted liability partnership, or other legal entity shall notify
t he assessing officer on a formprovided by the state tax

commi ssion not nore than 45 days after a conveyance of an
ownership interest that constitutes a transfer of ownership under
t hi s subdi vi si on.

(i) Atransfer of property held as a tenancy in conmon,
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except that portion of the property not subject to the ownership
i nterest conveyed.

(j) A conveyance of an ownership interest in a cooperative
housi ng corporation, except that portion of the property not
subj ect to the ownership interest conveyed.

(7) Transfer of ownership does not include the follow ng:

(a) The transfer of property from1 spouse to the other
spouse or froma decedent to a surviving spouse.

(b) Atransfer froma husband, a wife, or a husband and wife
creating or disjoining a tenancy by the entireties in the
grantors or the grantor and his or her spouse.

(c) Atransfer of that portion of property subject to alife
estate or life |l ease retained by the transferor, until expiration
or termnation of the |life estate or life |ease. That portion of
property transferred that is not subject to a life | ease shall be
adj usted under subsection (3).

(d) A transfer through foreclosure or forfeiture of a
recorded instrunent under chapter 31, 32, or 57 of the revised
judicature act of 1961, 1961 PA 236, MCL 600.3101 to 600.3280 and
MCL 600. 5701 to 600.5785, or through deed or conveyance in |lieu
of a foreclosure or forfeiture, until the nortgagee or |and
contract vendor subsequently transfers the property. If a
nort gagee does not transfer the property within 1 year of the
expiration of any applicable redenption period, the property
shal | be adjusted under subsection (3).

(e) Atransfer by redenption by the person to whomtaxes are

assessed of property previously sold for delinquent taxes.
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(f) A conveyance to a trust if the settlor or the settlor's
spouse, or both, conveys the property to the trust and the sole
present beneficiary of the trust is the settlor or the settlor's
spouse, or both.

(g) A transfer pursuant to a judgnent or order of a court of
record maki ng or ordering a transfer, unless a specific nonetary
consideration is specified or ordered by the court for the
transfer.

(h) Atransfer creating or termnating a joint tenancy
between 2 or nore persons if at least 1 of the persons was an
original owner of the property before the joint tenancy was
initially created and, if the property is held as a joint tenancy
at the tine of conveyance, at |least 1 of the persons was a joint
tenant when the joint tenancy was initially created and that
person has remained a joint tenant since the joint tenancy was
initially created. A joint ower at the tine of the |ast
transfer of ownership of the property is an original owner of the
property. For purposes of this subdivision, a person is an
original owner of property owned by that person's spouse

(i) Atransfer for security or an assignnent or discharge of
a security interest.

(j) Atransfer of real property or other ownership interests
anong nmenbers of an affiliated group. As used in this
subsection, "affiliated group” nmeans 1 or nobre corporations
connected by stock ownership to a common parent corporation.

Upon request by the state tax comm ssion, a corporation shal

furnish proof within 45 days that a transfer neets the
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requirenents of this subdivision. A corporation that fails to
conply with a request by the state tax comm ssion under this
subdivision is subject to a fine of $200. 00.

(k) Normal public trading of shares of stock or other
ownership interests that, over any period of time, cumrulatively
represent nore than 50% of the total ownership interest in a
corporation or other legal entity and are traded in nmultiple
transactions involving unrelated individuals, institutions, or
ot her legal entities.

() Atransfer of real property or other ownership interests
anong corporations, partnerships, limted liability conpani es,
limted liability partnerships, or other legal entities if the
entities involved are comonly controlled. Upon request by the
state tax comm ssion, a corporation, partnership, limted
l[iability conmpany, limted liability partnership, or other |ega
entity shall furnish proof within 45 days that a transfer neets
the requirenents of this subdivision. A corporation,
partnership, limted liability conpany, limted liability
partnership, or other legal entity that fails to conply with a
request by the state tax conmm ssion under this subdivision is
subject to a fine of $200. 00.

(m Adirect or indirect transfer of real property or other
ownership interests resulting froma transaction that qualifies
as a tax-free reorgani zati on under section 368 of the internal
revenue code of 1986. Upon request by the state tax comm ssion,
a property owner shall furnish proof within 45 days that a

transfer nmeets the requirenents of this subdivision. A property
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owner who fails to conply with a request by the state tax
commi ssion under this subdivision is subject to a fine of
$200. 00.

(n) Atransfer of qualified agricultural property, if the
person to whomthe qualified agricultural property is transferred
files an affidavit wth the assessor of the local tax collecting
unit in which the qualified agricultural property is |ocated and
with the register of deeds for the county in which the qualified
agricultural property is located attesting that the qualified
agricultural property shall remain qualified agricultura
property. The affidavit under this subdivision shall be in a
formprescri bed by the departnment of treasury. An owner of
qualified agricultural property shall informa prospective buyer
of that qualified agricultural property that the qualified
agricultural property is subject to the recapture tax provided in
the agricultural property recapture act, 2000 PA 261, MCL
211.1001 to 211.1007, if the qualified agricultural property is
converted by a change in use. |If property ceases to be qualified
agricultural property at any tinme after being transferred, all of
the foll owi ng shall occur:

(i) The taxabl e value of that property shall be adjusted
under subsection (3) as of the Decenber 31 in the year that the
property ceases to be qualified agricultural property.

(ii)) The property is subject to the recapture tax provided
for under the agricultural property recapture act, 2000 PA 261
MCL 211.1001 to 211.1007.

(o) Atransfer of real property classified as residenti al
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real property under section 34c to a charitabl e housing
or gani zati on.

(p) Atransfer of real property classified as residenti al
real property under section 34c froma charitabl e housing
organi zation to a | ow i ncome person.

(q) Atransfer of real property classified as residenti al
real property under section 34c froma | ow income person who
received that real property in a conveyance froma charitable
housi ng organi zati on to anot her |ow i ncone person.

(8) If all of the following conditions are satisfied, the
| ocal tax collecting unit shall revise the taxable val ue of
qualified agricultural property taxable on the tax roll in the
possession of that local tax collecting unit to the taxable val ue
that qualified agricultural property would have had if there had
been no transfer of ownership of that qualified agricultura
property since Decenber 31, 1999 and there had been no adjust nent
of that qualified agricultural property's taxable val ue under
subsection (3) since Decenmber 31, 1999:

(a) The qualified agricultural property was qualified

agricultural property for taxes levied in 1999 and each year

after 1999.
(b) The owner of the qualified agricultural property files an
affidavit with the assessor of the local tax collecting unit

under subsection (7)(n).
(9) If the taxable value of qualified agricultural property
i s adj usted under subsection (8), the owner of that qualified

agricultural property shall not be entitled to a refund for any
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property taxes collected under this act on that qualified
agricultural property before the adjustnment under subsection
(8).

(10) The register of deeds of the county where deeds or other
title docunents are recorded shall notify the assessing officer
of the appropriate local taxing unit not |ess than once each
nont h of any recorded transaction involving the ownership of
property and shall make any recorded deeds or other title
docunents available to that county's tax or equalization
department. Unless notification is provided under subsection
(6), the buyer, grantee, or other transferee of the property
shall notify the appropriate assessing office in the local unit
of governnent in which the property is |located of the transfer of
ownership of the property within 45 days of the transfer of
ownership, on a formprescribed by the state tax conmm ssion that
states the parties to the transfer, the date of the transfer, the
actual consideration for the transfer, and the property's parce
identification nunber or |egal description. Forns filed in the
assessing office of a local unit of governnent under this
subsection shall be nmade available to the county tax or
equal i zati on department for the county in which that |ocal unit
of governnent is |ocated. This subsection does not apply to
personal property except buil dings described in section 14(6) and
personal property described in section 8(h), (i), and (j).

(11) As used in this section:

(a) "Additions" means that termas defined in section 34d.

(b) "Beneficial use" neans the right to possession, use, and
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enjoynment of property, limted only by encunbrances, easenents,
and restrictions of record.

(c) "Charitabl e housing organi zation" neans a nonprofit
charitable organization the primary purpose of which is the
construction or renovation of residential housing for conveyance
to a | ow income person

(d) —e)— "Converted by a change in use" neans that term as
defined in the agricultural property recapture act, 2000 PA 261,
MCL 211.1001 to 211.1007.

(e) "Fam ly income" and "statew de nedian gross incone" nean
those terns as defined in section 11 of the state housing
devel opnent authority act of 1966, 1966 PA 346, MCL 125. 1411

(f) &h— "Inflation rate" neans that termas defined in

section 34d.

(g) —e)— "Losses" neans that termas defined in section
34d.

(h) "Low i ncome person” nmeans a person with a famly incone
of not nore than 60% of the statew de nedi an gross incone and who

is eligible to participate in the charitable housing
organi zation's program based on criteria established by the
charitabl e housi ng organi zati on.
(1) 89— "Qualified agricultural property" neans that term
as defined in section 7dd.
Sec. 34d. (1) As used in this section or section 27a, or
section 3 or 31 of article I X of the state constitution of 1963:
(a) For taxes levied before 1995, "additions" neans al

i ncreases in value caused by new construction or a physical
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addi ti on of equi pnent or furnishings, and the val ue of property
t hat was exenpt fromtaxes or not included on the assessnent
unit's imedi ately preceding year's assessnent roll.

(b) For taxes levied after 1994, "additions" means, except as
provided in subdivision (c), all of the foll ow ng:

(i) Omtted real property. As used in this subparagraph,
"omtted real property" nmeans previously existing tangible rea
property not included in the assessnent. Onmtted real property
shal | not increase taxable value as an addition unless the
assessing jurisdiction has a property record card or other
docunent ati on showing that the onmtted real property was not
previously included in the assessnment. The assessing
jurisdiction has the burden of proof in establishing whether the
omtted real property is included in the assessnment. Omtted
real property for the current and the 2 imedi ately preceding
years, discovered after the assessnent roll has been conpl et ed,
shall be added to the tax roll pursuant to the procedures
established in section 154. For purposes of determ ning the
t axabl e val ue of real property under section 27a, the val ue of
omtted real property is based on the value and the ratio of
taxabl e value to true cash value the omtted real property would
have had if the property had not been onmitted.

(i) Omtted personal property. As used in this
subpar agraph, "omtted personal property" neans previously
exi sting tangi bl e personal property not included in the
assessnment. Qmitted personal property shall be added to the tax

roll pursuant to section 154,
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(iii) New construction. As used in this subparagraph and
subdi vision (c)(iv), "new construction" means property not in
exi stence on the imredi ately precedi ng tax day and not
repl acenent construction. New construction includes the physical
addi ti on of equi pnent or furnishings, subject to the provisions
set forth in section 27(2)(a) to (0). For purposes of
deternmi ning the taxabl e val ue of property under section 27a, the
val ue of new construction is the true cash value of the new
construction nultiplied by 0.50.

(iv) Previously exenpt property. As used in this
subpar agraph, "previously exenpt property" means property that
was exenpt from ad val orem taxation under this act on the
i mredi ately preceding tax day but is subject to ad val orem
taxation on the current tax day under this act. For purposes of
determ ning the taxable value of real property under section
27a:

(A) The value of property previously exenpt under section 7u
is the taxable value the entire parcel of property woul d have had
if that property had not been exenpt, m nus the product of the
entire parcel's taxable value in the inmediately precedi ng year
and the lesser of 1.05 or the inflation rate.

(B) The taxabl e value of property that is a facility as that
termis defined in section 2 of —Act—Ne—2198 of the PublHeActs

: _ bei . . C 4 | hi 1 ed
1974 PA 198, MCL 207.552, that was previously exenpt under
section 7k is the taxable value that property woul d have had

under this act if it had not been exenpt.
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(C The value of property previously exenpt under any other
section of lawis the true cash value of the previously exenpt
property nmultiplied by 0.50.

(v) Replacenent construction. As used in this subparagraph,
"repl acement construction"” neans construction that replaced
property damaged or destroyed by accident or act of God and that
occurred after the imredi ately preceding tax day to the extent
t he construction's true cash value does not exceed the true cash
val ue of property that was damaged or destroyed by acci dent or
act of God in the immediately preceding 3 years. For purposes of
determ ning the taxabl e val ue of property under section 27a, the
val ue of the replacenent construction is the true cash val ue of
the repl acenent construction rmultiplied by a fraction the
nunerator of which is the taxable value of the property to which
the construction was added in the i medi ately precedi ng year and
t he denom nator of which is the true cash value of the property
to which the construction was added in the inredi ately precedi ng
year, and then multiplied by the lesser of 1.05 or the inflation
rate.

(vi) An increase in taxable value attributable to the
conplete or partial renediation of environnental contam nation
existing on the inmediately preceding tax day. The departnent of
environnental quality shall determ ne the degree of renediation
based on informati on avail able in existing departnent of
environnental quality records or information nade available to
t he departnent of environmental quality if the appropriate

assessing officer for a local tax collecting unit requests that
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determination. The increase in taxable value attributable to the
remedi ation is the increase in true cash value attributable to
the renediation nultiplied by a fraction the nunerator of which
is the taxable value of the property had it not been contani nated
and the denom nator of which is the true cash value of the
property had it not been contam nated.

(vii) An increase in the value attributable to the property's
occupancy rate if either a loss, as that termis defined in this
section, had been previously allowed because of a decrease in the
property's occupancy rate or if the value of new construction was
reduced because of a bel ow nmarket occupancy rate. For purposes
of determning the taxable value of property under section 27a,
the value of an addition for the increased occupancy rate is the
product of the increase in the true cash value of the property
attributable to the increased occupancy rate nmultiplied by a
fraction the numerator of which is the taxable value of the
property in the i mredi ately precedi ng year and t he denom nat or of
which is the true cash value of the property in the inmediately
preceding year, and then nultiplied by the | esser of 1.05 or the
inflation rate.

(wviii) Public services. As used in this subparagraph,

"public services" means water service, sewer service, a primry
access road, natural gas service, electrical service, tel ephone
service, sidewal ks, or street lighting. For purposes of

determ ning the taxabl e value of real property under section 27a,
the value of public services is the anbunt of increase in true

cash value of the property attributable to the available public
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services nultiplied by 0.50 and shall be added in the cal endar
year follow ng the cal endar year when those public services are
initially avail able.

(c) For taxes levied after 1994, additions do not include
i ncreased value attributable to any of the follow ng:

(i) Platting, splits, or combinations of property.

(i) A change in the zoning of property.

(iii) For the purposes of the calculation of the m |l age
reduction fraction under subsection (7) only, increased taxable

val ue under section 27a(3) after a transfer of ownership of

property.
(iv) New construction on real property classified as
residential real property under section 34c that is owed by a

charitabl e housing organi zation. As used in this subdivision:

(A) "Charitabl e housing organi zation" neans a nonprofit
charitable organization the primary purpose of which is the
construction or renovation of residential housing for conveyance
to a | ow income person

(B) "Fam ly inconme" and "statew de nedi an gross incone" nean
those terns as defined in section 11 of the state housing
devel opnent authority act of 1966, 1966 PA 346, MCL 125. 1411

(C "Low incone person” nmeans a person with a famly incomne
of not nore than 60% of the statew de nedi an gross incone.

(d) "Assessed valuation of property as finally equalized"
means taxabl e val ue under section 27a.

(e) "Financial officer" means the officer responsible for

preparing the budget of a unit of |ocal governnent.
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(f) "General price level"” means the annual average of the 12
nmonthly values for the United States consuner price index for al
ur ban consuners as defined and officially reported by the United
St ates departnent of |abor, bureau of |abor statistics.

(g) For taxes levied before 1995, "l osses" neans a decrease
in value caused by the renpval or destruction of real or persona
property and the value of property taxed in the i mediately
precedi ng year that has been exenpted or renoved fromthe
assessnent unit's assessnent roll

(h) For taxes levied after 1994, "l osses" neans, except as
provided in subdivision (i), all of the foll ow ng:

(1) Property that has been destroyed or renoved. For
pur poses of determ ning the taxable value of property under
section 27a, the value of property destroyed or renoved is the
product of the true cash value of that property nultiplied by a
fraction the numerator of which is the taxable val ue of that
property in the i mrediately precedi ng year and t he denom nat or of
which is the true cash value of that property in the imredi ately
precedi ng year.

(i) Property that was subject to ad val orem taxati on under
this act in the i mediately preceding year that is now exenpt
fromad val oremtaxation under this act. For purposes of
determi ning the taxabl e value of property under section 27a, the
val ue of property exenpted from ad val oremtaxati on under this
act is the anmount exenpt ed.

(iii) An adjustnent in value, if any, because of a decrease

in the property's occupancy rate, to the extent provided by |aw
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For purposes of determ ning the taxable value of real property
under section 27a, the value of a loss for a decrease in the
property's occupancy rate is the product of the decrease in the
true cash value of the property attributable to the decreased
occupancy rate nultiplied by a fraction the nunerator of which is
the taxabl e value of the property in the imediately preceding
year and the denom nator of which is the true cash value of the
property in the inmediately precedi ng year.

(iv) A decrease in taxable value attributable to
envi ronnent al contam nation existing on the inmedi ately precedi ng
tax day. The departnment of environmental quality shall determ ne
the degree to which environnmental contam nation limts the use of
property based on information available in existing departnent of
environnental quality records or information nade available to
the departnent of environnmental quality if the appropriate
assessing officer for a local tax collecting unit requests that
determi nation. The departnent of environmental quality's
determ nation of the degree to which environnental contam nation
limts the use of property shall be based on the criteria
established for the —elassitications— categories set forth in
section 20120a(1l) of part 201 —(envi+ronrentalrenrediation)— of
the natural resources and environmental protection act, —Aet
No-—451 of the Puble—-Acts—of 1994, being-seecti-on—324-20120aof
the—M-echi-gan—ConpiledLaws— 1994 PA 451, MCL 324.20120a. The
decrease in taxable value attributable to the contam nation is
t he decrease in true cash value attributable to the contam nation

multiplied by a fraction the nunerator of which is the taxable
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val ue of the property had it not been contam nated and the
denom nator of which is the true cash value of the property had
it not been contam nated.

(i) For taxes levied after 1994, |osses do not include
decreased value attributable to either of the follow ng:

(i) Platting, splits, or combinations of property.

(i) A change in the zoning of property.

(j) "New construction and inprovenents” neans additions |ess
| osses.

(k) "Current year" means the year for which the mll age
l[imtation is being cal cul at ed.

() "Inflation rate” nmeans the ratio of the general price
| evel for the state fiscal year ending in the cal endar year
i mredi ately preceding the current year divided by the genera
price level for the state fiscal year ending in the cal endar year
before the year inmediately preceding the current year.

(2) On or before the first Monday in May of each year, the
assessing officer of each township or city shall tabulate the
tentative taxabl e val ue as approved by the | ocal board of review
and as nodified by county equalization for each classification of
property that is separately equalized for each unit of |oca
governnent and provide the tabul ated tentative taxable values to
the county equalization director. The tabulation by the
assessing officer shall contain additions and | osses for each
classification of property that is separately equalized for each
unit of local government or part of a unit of |ocal governnent in

the township or city. |If as a result of state equalization the
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t axabl e val ue of property changes, the assessing officer of each
township or city shall revise the calculations required by this
subsection on or before the Friday following the fourth Monday in
May. The county equalization director shall conpute these
amounts and the current and i medi ately preceding year's taxable
val ues for each classification of property that is separately
equal i zed for each unit of |ocal government that |evies taxes
under this act within the boundary of the county. The county
equal i zation director shall cooperate with equalization directors
of nei ghboring counties, as necessary, to nake the conputation
for units of local governnment |ocated in nore than 1 county. The
county equalization director shall calculate the mllage
reduction fraction for each unit of |ocal governnent in the
county for the current year. The financial officer for each
taxing jurisdiction shall calculate the conmpounded m || age
reduction fractions beginning in 1980 resulting fromthe
mul tiplication of successive mllage reduction fractions and
shall recognize a local voter action to increase the conpounded
m |l age reduction fraction to a maxi mum of 1 as a new begi nni ng
fraction. Upon request of the superintendent of the internediate
school district, the county equalization director shall transmt
t he conpl ete conmputations of the taxable values to the
superintendent of the internmedi ate school district within that
county. At the request of the presidents of community coll eges,
the county equalization director shall transmt the conplete
conmput ations of the taxable values to the presidents of comunity

coll eges within the county.
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(3) On or before the first Monday in June of each year, the
county equalization director shall deliver the statenent of the
conput ations signed by the county equalization director to the
county treasurer

(4) On or before the second Monday in June of each year, the
treasurer of each county shall certify the imediately preceding
year's taxable val ues, the current year's taxable val ues, the
amount of additions and | osses for the current year, and the
current year's mllage reduction fraction for each unit of |oca
government that levies a property tax in the county.

(5) The financial officer of each unit of |ocal governnent
shal |l make the conputation of the tax rate using the data
certified by the county treasurer and the state tax conm ssion.
At the annual session in Cctober, the county board of
commi ssioners shall not authorize the levy of a tax unless the
governi ng body of the taxing jurisdiction has certified that the
requested mll age has been reduced, if necessary, in conpliance
with section 31 of article | X of the state constitution of 1963.

(6) The number of mlls permtted to be levied in a tax year
islimted as provided in this section pursuant to section 31 of
article I X of the state constitution of 1963. A unit of |ocal
government shall not levy a tax rate greater than the rate
determined by reducing its maximumrate or rates authorized by
| aw or charter by a mllage reduction fraction as provided in
this section without voter approval.

(7) A mllage reduction fraction shall be determ ned for each

year for each |local unit of governnent. For ad val orem property
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taxes that becanme a |ien before January 1, 1983, the nunerator of
the fraction shall be the total state equalized valuation for the
i mredi ately preceding year nultiplied by the inflation rate and
t he denomi nator of the fraction shall be the total state
equal i zed valuation for the current year mnus new construction
and i nprovenents. For ad valorem property taxes that becone a
lien after Decenber 31, 1982 and through Decenber 31, 1994, the
nurerator of the fraction shall be the product of the difference
between the total state equalized valuation for the i mediately
preceding year mnus |losses nultiplied by the inflation rate and
t he denom nator of the fraction shall be the total state
equal i zed valuation for the current year mnus additions. For ad
val orem property taxes that are levied after Decenber 31, 1994,
the nunerator of the fraction shall be the product of the
di fference between the total taxable value for the inmediately
preceding year mnus |losses nultiplied by the inflation rate and
t he denomi nator of the fraction shall be the total taxable value
for the current year mnus additions. For each year after 1993,
a mllage reduction fraction shall not exceed 1

(8) The compounded nillage reduction fraction for each year
after 1980 shall be calculated by nultiplying the local unit's
previ ous year's compounded nillage reduction fraction by the
current year's mllage reduction fraction. Beginning with 1980
tax levies, the conpounded m |l age reduction fraction for the
year shall be nmultiplied by the maximum m || age rate authorized
by law or charter for the unit of |ocal governnent for the year,

except as provided by subsection (9). A conpounded m || age
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reduction fraction shall not exceed 1

(9) The m 1l age reduction shall be determ ned separately for
authorized m || age approved by the voters. The I[imtation on
m |l age authorized by the voters on or before May 31 of a year
shal | be cal cul ated beginning with the mllage reduction fraction
for that year. M/ Ilage authorized by the voters after May 31
shall not be subject to a mllage reduction until the year
foll owi ng the voter authorization which shall be cal cul at ed
beginning with the mllage reduction fraction for the year
followi ng the authorization. The first mllage reduction
fraction used in calculating the limtation on mllage approved
by the voters after January 1, 1979 shall not exceed 1

(10) A mllage reduction fraction shall be applied separately
to the aggregate maximum m |l age rate authorized by a charter and
to each maximumm ||l age rate authorized by state law for a
speci fic purpose.

(11) A unit of local government may submit to the voters for
their approval the levy in that year of a tax rate in excess of
the limt set by this section. The ballot question shall ask the
voters to approve the levy of a specific nunmber of mlls in
excess of the limt. The provisions of this section do not allow
the levy of a nmllage rate in excess of the maxi mumrate
aut horized by law or charter. |If the authorization to |evy
mllage expires after 1993 and a | ocal governnmental unit is
asking voters to renew the authorization to levy the mllage, the
bal | ot question shall ask for renewed authorization for the

nunber of expiring mlls as reduced by the m Il age reduction
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required by this section. |If the election occurs before June 1
of a year, the mllage reduction is based on the inmediately
preceding year's m |l age reduction applicable to that m || age.
If the election occurs after May 31 of a year, the m |l age
reduction shall be based on that year's m |l age reduction
applicable to that mllage had it not expired.

(12) A reduction or limtation under this section shall not
be applied to taxes inposed for the paynent of principal and
i nterest on bonds or other evidence of indebtedness or for the
paynment of assessnents or contract obligations in anticipation of
whi ch bonds are issued that were authorized before Decenber 23,
1978, as provided by former section 4 of chapter | of the
muni ci pal finance act, —-Aet—No—202of the PublieActsof 1943
1943 PA 202, or to taxes inposed for the paynent of principal and
i nterest on bonds or other evidence of indebtedness or for the
paynent of assessnents or contract obligations in anticipation of
whi ch bonds are issued that are approved by the voters after
Decenber 22, 1978.

(13) If it is determ ned subsequent to the levy of a tax that
an incorrect mllage reduction fraction has been applied, the
anount of additional tax revenue or the shortage of tax revenue
shal | be deducted fromor added to the next regular tax levy for
that unit of | ocal government after the determ nation of the
authorized rate pursuant to this section.

(14) If as a result of an appeal of county equalization or
state equalization the taxable value of a unit of |oca

government changes, the mllage reduction fraction for the year
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shall be recal culated. The financial officer shall effectuate an
addition or reduction of tax revenue in the sane nmanner as
prescribed in subsection (13).

(15) The fractions cal cul ated pursuant to this section shal
be rounded to 4 deci mal places, except that the inflation rate
shal |l be conputed by the state tax comm ssion and shall be
rounded to 3 decinmal places. The state tax conm ssion shal
publish the inflation rate before March 1 of each year.

(16) Beginning with taxes levied in 1994, the m |l age
reduction required by section 31 of article I X of the state
constitution of 1963 shall permanently reduce the maxi numrate or
rates authorized by law or charter. The reduced maxi mum
authorized rate or rates for 1994 shall equal the product of the
maxi mumrate or rates authorized by |aw or charter before
application of this section nmultiplied by the —coenrpound
conmpounded mi | | age reduction applicable to that mllage in 1994
pursuant to subsections (8) to (12). The reduced nmaxi num
authorized rate or rates for 1995 and each year after 1995 shal
equal the product of the imredi ately preceding year's reduced
maxi mum aut hori zed rate or rates nultiplied by the current year's
m || age reduction fraction and shall be adjusted for mllage for
whi ch aut horization has expired and new aut horized m | age

approved by the voters pursuant to subsections (8) to (12).
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