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SB- 0570, As Passed House, February 16, 2006

SUBSTI TUTE FOR
SENATE BILL NO. 570

A bill to anmend 1975 PA 228, entitled
"Si ngl e business tax act,"
by amendi ng section 39¢c (MCL 208.39c), as amended by 2001 PA 69.

THE PECPLE OF THE STATE OF M CHI GAN ENACT:

Sec. 39c. (1) A qualified taxpayer with a rehabilitation plan
certified after Decenber 31, 1998 may credit against the tax
i nposed by this act the anount determ ned pursuant to subsection
(2) for the qualified expenditures for the rehabilitation of a
hi storic resource pursuant to the rehabilitation plan in the year
in which the certification of conpleted rehabilitation of the
historic resource is issued provided that the certification of
conpl eted rehabilitation was issued not nore than 5 years after the
rehabilitation plan was certified by the M chigan historica

center.
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(2) The credit allowed under this section shall be 25% of the
gual i fied expenditures that are eligible for the credit under
section 47(a)(2) of the internal revenue code if the taxpayer is
eligible for the credit under section 47(a)(2) of the internal
revenue code or, if the taxpayer is not eligible for the credit
under section 47(a)(2) of the internal revenue code, 25% of the
qual i fied expenditures that would qualify under section 47(a)(2) of
the internal revenue code except that the expenditures are nade to
a historic resource that is not eligible for the credit under
section 47(a)(2) of the internal revenue code, subject to both of
t he foll ow ng:

(a) A taxpayer with qualified expenditures that are eligible
for the credit under section 47(a)(2) of the internal revenue code
may not claima credit under this section for those qualified
expendi tures unl ess the taxpayer has cl ainmed and received a credit
for those qualified expenditures under section 47(a)(2) of the
i nternal revenue code.

(b) A credit under this section shall be reduced by the anmount
of a credit received by the taxpayer for the same qualified
expendi tures under section 47(a)(2) of the internal revenue code.

(3) To be eligible for the credit under this section, the
t axpayer shall apply to and receive fromthe M chigan historica
center certification that the historic significance, the
rehabilitation plan, and the conpleted rehabilitation of the
hi storic resource neet the criteria under subsection (6) and either
of the foll ow ng:

(a) All of the followng criteria:
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(i) The historic resource contributes to the significance of
the historic district in which it is |ocated.

(ii)) Both the rehabilitation plan and conpl eted rehabilitation
of the historic resource neet the federal secretary of the
interior's standards for rehabilitation and guidelines for
rehabilitating historic buildings, 36 -GFR— CFR part 67.

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

(b) The taxpayer has received certification fromthe nationa
park service that the historic resource's significance, the
rehabilitation plan, and the conpleted rehabilitation qualify for
the credit all owed under section 47(a)(2) of the internal revenue
code.

(4) If a qualified taxpayer is eligible for the credit allowed
under section 47(a)(2) of the internal revenue code, the qualified
t axpayer shall file for certification with the center to qualify
for the credit allowed under section 47(a)(2) of the interna
revenue code. If the qualified taxpayer has previously filed for
certification with the center to qualify for the credit all owed
under section 47(a)(2) of the internal revenue code, additiona
filing for the credit allowed under this section is not required.

(5) The center may inspect a historic resource at any tine
during the rehabilitation process and nay revoke certification of
conpleted rehabilitation if the rehabilitation was not undertaken

as represented in the rehabilitation plan or if unapproved
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alterations to the conpleted rehabilitation are made during the 5
years after the tax year in which the credit was clained. The
center shall pronptly notify the departnent of a revocation.

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

(a) The resource is 1 of the following during the tax year in
which a credit under this section is clained for those qualified
expendi t ures:

(i) Individually listed on the national register of historic
pl aces or state register of historic sites.

(i) A contributing resource located within a historic district
listed on the national register of historic places or the state
regi ster of historic sites.

(iii) A contributing resource located within a historic district
designated by a local unit pursuant to an ordi nance adopt ed under
the local historic districts act, 1970 PA 169, MCL 399.201 to
399. 215.

(b) The resource neets 1 of the following criteria during the
tax year in which a credit under this section is clained for those
qual i fied expenditures:

(i) The historic resource is located in a designated historic
district in a local unit of government with an existing ordi nance
under the local historic districts act, 1970 PA 169, MCL 399.201 to
399. 215.

(1i)) The historic resource is located in an incorporated | ocal
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Senate Bill No. 570 (S-1) as anended February 15, 2006
unit of government that does not have an ordi nance under the |ocal

historic districts act, 1970 PA 169, MCL 399.201 to 399. 215, and
has a popul ati on of |ess than 5, 000.

(1it) The historic resource is |located in an unincorporated
| ocal unit of governnent.

(iv) THE HI STORI C RESOURCE | S LOCATED I N AN | NCORPORATED LOCAL
UNI T OF GOVERNVENT THAT DOES NOT HAVE AN ORDI NANCE UNDER THE LOCAL
H STORI C DI STRICTS ACT, 1970 PA 169, MCL 399.201 TO 399.215, AND [IS
LOCATED W THI N THE BOUNDARI ES OF AN ASSOCI ATI ON THAT]
HAS BEEN CHARTERED UNDER 1889 PA 39, MCL 455.51 TO 455. 72.

(7) If a qualified taxpayer is a partnership, limted
[iability conmpany, or subchapter S corporation, the qualified
t axpayer may assign all or any portion of a credit allowed under
this section to its partners, nenbers, or sharehol ders, based on
the partner's, nmenber's, or sharehol der's proportionate share of
ownership or based on an alternative nmethod approved by the
departnment. A credit assignment under this subsection is
irrevocabl e and shall be nade in the tax year in which a
certificate of conpleted rehabilitation is issued. A qualified
t axpayer may claima portion of a credit and assign the remaining
credit anmount. A partner, nenber, or shareholder that is an
assi gnee shall not subsequently assign a credit or any portion of a
credit assigned to the partner, nenber, or sharehol der under this
subsection. A credit anount assigned under this subsection may be
cl ai ned agai nst the partner's, nmenber's, or sharehol der's tax
l[iability under this act or under the incone tax act of 1967, 1967
PA 281, MCL 206.1 to 206.532. A credit assignnent under this

subsection shall be made on a form prescribed by the departnent.
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The qualified taxpayer and assi gnees shall send a copy of the
conpl eted assignment formto the departnment in the tax year in
whi ch the assignnent is nmade and attach a copy of the conpl eted
assignment formto the annual return required to be filed under
this act for that tax year

(8) If the credit allowed under this section for the tax year
and any unused carryforward of the credit allowed by this section
exceed the taxpayer's tax liability for the tax year, that portion
that exceeds the tax liability for the tax year shall not be
refunded but may be carried forward to offset tax liability in
subsequent tax years for 10 years or until used up, whichever
occurs first.

(9) If the taxpayer sells a historic resource for which a
credit under this section was clainmed |less than 5 years after the
year in which the credit was clained, the foll ow ng percentage of
the credit anount previously clainmed relative to that historic
resource shall be added back to the tax liability of the taxpayer
in the year of the sale:

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

(b) If the sale is at least 1 year but less than 2 years after
the year in which the credit was cl ai ned, 80%

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

(d) If the sale is at least 3 years but |less than 4 years
after the year in which the credit was clainmed, 40%

(e) If the sale is at |least 4 years but |less than 5 years

S02164' 05 * (S-1) RIA



© 00 N o o0~ W N P

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

after the year in which the credit was clai nmed, 20%

(f) If the sale is 5 years or nore after the year in which the
credit was clained, an addback to the taxpayer's tax liability
shal | not be made.

(10) If a certification of conpleted rehabilitation is revoked
under subsection (5) less than 5 years after the year in which a
credit was clained, the follow ng percentage of the credit anopunt
previously clained relative to that historic resource shall be
added back to the tax liability of the taxpayer in the year of the
revocati on:

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

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

n which the credit was cl ai med, 80%

after the year

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

(d) If the revocation is at least 3 years but |less than 4
years after the year in which the credit was clained, 40%

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

(f) If the revocation is 5 years or nore after the year in
which the credit was clai ned, an addback to the taxpayer's tax
l[iability shall not be nade.

(11) The departnent of history, arts, and libraries through
the M chigan historical center may i npose a fee to cover the
adm ni strative cost of inplenenting the program under this section.

(12) The qualified taxpayer shall attach all of the follow ng
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to the qualified taxpayer's annual return required under this act
or under the incone tax act of 1967, 1967 PA 281, MCL 206.1 to
206.532, if applicable, on which the credit is clained:

(a) Certification of conpleted rehabilitation

(b) Certification of historic significance related to the
hi storic resource and the qualified expenditures used to claima
credit under this section.

(c) A conpleted assignnment formif the qualified taxpayer has
assigned any portion of a credit allowed under this section to a
partner, nenber, or shareholder, or if the taxpayer is an assignee
of any portion of a credit allowed under this section.

(13) The departnent of history, arts, and libraries shal
promul gate rules to inplenent this section pursuant to the
adm ni strative procedures act of 1969, 1969 PA 306, MCL 24.201 to
24. 328.

(14) The total of the credits claimed under this section and
section 266 of the inconme tax act of 1967, 1967 PA 281, MCL
206. 266, for a rehabilitation project shall not exceed 25% of the
total qualified expenditures eligible for the credit under this
section for that rehabilitation project.

(15) The departnent of history, arts, and libraries through
the M chigan historical center shall report all of the following to
the legislature annually for the inmediately preceding state fisca
year:

(a) The fee schedul e used by the center and the total anount
of fees collected.

(b) A description of each rehabilitation project certified.
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(c) The location of each new and ongoi ng rehabilitation
proj ect.

(16) As used in this section:

(a) "Contributing resource" means a historic resource that
contributes to the significance of the historic district in which
it is |ocated.

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

(c) "Historic resource" nmeans a publicly or privately owned
hi storic building, structure, site, object, feature, or open space
| ocated within a historic district designated by the national
regi ster of historic places, the state register of historic sites,
or a local unit acting under the local historic districts act, 1970
PA 169, MCL 399.201 to 399.215; or that is individually listed on
the state register of historic sites or national register of
hi storic places and includes all of the foll ow ng:

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

(1i) An income-produci ng conmercial, industrial, or residential
resource or a historic resource located within the property
boundari es of that resource.

(iit) A resource owned by a governnental body, nonprofit
organi zation, or tax-exenpt entity that is used primarily by a
t axpayer |l essee in a trade or business unrelated to the

governnment al body, nonprofit organi zation, or tax-exenpt entity and

S02164' 05 * (S-1) RIA



© 00 N o o0 B~ wWw N P

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

10

that is subject to tax under this act.

(iv) A resource that is occupied or utilized by a governnenta
body, nonprofit organization, or tax-exenpt entity pursuant to a
| ong-term | ease or |ease with option to buy agreenent.

(v) Any other resource that could benefit fromrehabilitation

(d) "Local unit" neans a county, city, village, or township.

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

(f) "Mchigan historical center"” or "center" nmeans the state
historic preservation office of the Mchigan historical center of
the departnent of history, arts, and libraries or its successor
agency.

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

(h) "Person" neans an individual, partnership, corporation,
associ ation, governnmental entity, or other |egal entity.

(i) "Qualified expenditures" means capital expenditures that
qualify for a rehabilitation credit under section 47(a)(2) of the
internal revenue code if the taxpayer is eligible for the credit
under section 47(a)(2) of the internal revenue code or, if the
taxpayer is not eligible for the credit under section 47(a)(2) of
the internal revenue code, the qualified expenditures that would
qgual i fy under section 47(a)(2) of the internal revenue code except
that the expenditures are nade to a historic resource that is not

eligible for the credit under section 47(a)(2) of the internal
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revenue code that were paid not nore than 5 years after the
certification of the rehabilitation plan that included those
expendi tures was approved by the center, and that were paid after
Decenber 31, 1998 for the rehabilitation of a historic resource.
Qual i fied expenditures do not include capital expenditures for
nonhi storic additions to a historic resource except an addition
that is required by state or federal regulations that relate to
hi storic preservation, safety, or accessibility.

(j) "Qualified taxpayer” neans a person that is an assi gnee
under subsection (7) or either owns the resource to be
rehabilitated or has a long-term | ease agreenent with the owner of
the historic resource and that has qualified expenditures for the
rehabilitation of the historic resource equal to or greater than
10% of the state equalized valuation of the property. |If the
historic resource to be rehabilitated is a portion of a historic or
nonhi storic resource, the state equalized valuation of only that
portion of the property shall be used for purposes of this
subdivision. If the assessor for the local tax collecting unit in
which the historic resource is |located determines the state
equal i zed valuation of that portion, that assessor's determnination
shal | be used for purposes of this subdivision. If the assessor
does not determ ne that state equalized valuation of that portion,
gual i fied expenditures, for purposes of this subdivision, shall be
equal to or greater than 5% of the appraised val ue as determ ned by
a certified appraiser. If the historic resource to be rehabilitated
does not have a state equalized valuation, qualified expenditures

for purposes of this subdivision shall be equal to or greater than
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5% of the appraised value of the resource as determ ned by a
certified appraiser.

(k) "Rehabilitation plan" neans a plan for the rehabilitation
of a historic resource that neets the federal secretary of the
interior's standards for rehabilitation and guidelines for
rehabilitation of historic buildings under 36 -GFR— CFR part 67.

Enacting section 1. This anendatory act takes effect for tax

years that begin after Decenber 31, 2004.
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