HOUSE BILL No. 4369
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HOUSE BILL No. 4369

February 22, 2005, Introduced by Reps. Amos, Taub and Garfield and referred to the

Committee on Commerce.

A bill to provide for the establishnent of comercia

rehabilitation districts in certain |ocal governnental units; to

provide for the exenption fromcertain taxes;

to levy and collect a

specific tax upon the owners of certain qualified facilities; to

provide for the disposition of the tax; to reinburse certain

expenses; to provide for the obtaining and transferring of an

exenption certificate and to prescri be the contents of those

certificates; to prescribe the powers and duties of certain | oca

governnental officials; and to provide penalties.

THE PEOPLE OF THE STATE OF M CH GAN ENACT

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

"commercial rehabilitation act".

Sec. 2. As used in this act:

(a) "Commercial property"” nmeans |and inprovenents classified
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by law for general ad val oremtax purposes as real property
i ncluding real property assessable as personal property pursuant to
sections 8(d) and 14(6) of the general property tax act, 1893 PA
206, MCL 211.8 and 211.14, the primary purpose and use of which is
t he operation of a comercial business enterprise. Commercia
property shall also include facilities related to a conmerci a

busi ness enterprise under the same ownership at that |ocation,

i ncluding, but not limted to, office, engineering, research and
devel opnent, warehousing, parts distribution, retail sales, and

ot her comercial activities. Commercial property also includes a
bui l ding or group of contiguous buil dings previously used for

i ndustrial purposes that will be converted to the operation of a
commer ci al business enterprise. Comercial property does not

i ncl ude any of the foll ow ng:

(1) Land.

(i) Property of a public utility.

(b) "Commrercial rehabilitation district” or "district" means
an area not less than 75 acres in size of a qualified | ocal
governnmental unit established as provided in section 3.

(c) "Commrercial rehabilitation exenption certificate" or
"certificate" neans the certificate issued under section 6.

(d) "Commrercial rehabilitation tax" nmeans the specific tax
| evied under this act.

(e) "Comm ssion" neans the state tax comm ssion created by
1927 PA 360, MCL 209.101 to 209.107.

(f) "Departnent” neans the departnent of treasury.

(g) "Qualified facility" neans a building or group of
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contiguous buildings of comrercial property consisting of 1,000,000
or nore square feet of space which is 30% or nore vacant. A
qualified facility does not include property that is to be used as
a professional sports stadium A qualified facility does not
i nclude property that is to be used as a casino. As used in this
subdi vi si on, "casino" neans a casino or a parking lot, hotel,
notel, or retail store owned or operated by a casino, an affiliate,
or an affiliated conmpany, regulated by this state pursuant to the
M chi gan gam ng control and revenue act, the Initiated Law of 1996,
MCL 432.201 to 432. 226.

(h) "Qualified facility expenses" neans roof repair and
repl acenent, HVAC repair and replacenent, including boilers and
chillers, and facade repairs and i nprovenents. Qualified facility
expenses do not include construction of newwalls or facilities or
the roof and operating systens required to service new facilities.

(1) "Qualified infrastructure expenses" neans roads,
utilities, parking lot repair and repl acenent, |andscaping,
exterior lighting, irrigation, sidewal ks, traffic signals, curbs
and gutters, stormdrain systens, signage, and simlar itens.

(j) "Qualified l|local governnental unit" neans a city, village,
or township.

(k) "Rehabilitation" neans changes to obsol ete property other
t han replacenent that are required to restore or nodify the
property, together with all appurtenances, to an economcally
efficient condition. Rehabilitation includes major renovation and
nodi fication including, but not necessarily limted to, the

i nprovenent of floor |oads, correction of deficient or excessive
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hei ght, new or inproved fixed buil ding equi pment, including
heating, ventilation, and lighting, reducing multistory facilities
to 1 or 2 stories, inproved structural support including

foundati ons, inproved roof structure and cover, floor replacenent,
i mproved wal | placenent, inproved exterior and interior appearance
of buildings, and other physical changes required to restore or
change the obsol ete property to an economcally efficient
condition. Rehabilitation shall not include inprovenents
aggregating less than 10% of the true cash value of the property at
commencenent of the rehabilitation of the obsol ete property.

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

Sec. 3. (1) A qualified local governnental unit, by resolution
of its legislative body, may establish 1 or nore qualified
rehabilitation districts that may consist of 1 or nore parcels or
tracts of land or a portion of a parcel or tract of land, if at the
time the resolution is adopted, the parcel or tract of |and or
portion of a parcel or tract of land within the district is a
qualified facility:

(2) The legislative body of a qualified |ocal governnental
unit may establish a conmercial rehabilitation district on its own
initiative or upon a witten request filed by the owner or owners
of property conprising at |east 50% of all taxable value of the
property located within a proposed conmercial rehabilitation
district. The witten request nust be filed with the clerk of the
qualified |l ocal governnental unit.

(3) Before adopting a resolution establishing a conrerci al
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rehabilitation district, the legislative body shall give witten
notice by certified mail to the county in which the proposed
district is to be located and the owners of all real property
within the proposed commercial rehabilitation district and shal
afford an opportunity for a hearing on the establishnment of the
commercial rehabilitation district at which any of those owners and
any ot her resident or taxpayer of the qualified |ocal governnental
unit may appear and be heard. The | egislative body shall give
public notice of the hearing not |ess than 10 days or nore than 30
days before the date of the hearing.

(4) The legislative body of the qualified |ocal governmental
unit, in its resolution establishing a commercial rehabilitation
district, shall set forth a finding and determ nation that the
district neets the requirenents set forth in subsection (1) and
shal |l provide a copy of the resolution by certified nmail to the
county in which the district is |ocated.

(5) Wthin 28 days after receiving a copy of the resolution
establishing a commercial rehabilitation district, the county may
reject the establishnent or the district by 1 of the foll ow ng:

(a) If the county has an el ected county executive, by witten
notification to the qualified | ocal governnental unit.

(b) If the county does not have an el ected county executi ve,
by a resolution of the county board of conm ssioners provided to
the qualified |ocal governnental unit.

Sec. 4. (1) If a commercial rehabilitation district is
establ i shed under section 3, the owner of a qualified facility may

file an application for a conmercial rehabilitation exenption
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certificate with the clerk of the qualified |ocal governmental unit
t hat established the commercial rehabilitation district. The
application shall be filed in the manner and form prescribed by the
conmmi ssion. The application shall contain or be acconpani ed by a
general description of the qualified facility and a genera
description of the proposed use of the qualified facility, the
general nature and extent of the rehabilitation to be undertaken, a
descriptive list of the fixed building equipnent that will be a
part of the qualified facility, a tinme schedule for undertaking and
conpleting the rehabilitation of the qualified facility, a
stat enment of the econonic advantages expected fromthe exenption
i ncludi ng the nunber of jobs to be retained or created as a result
of rehabilitating the qualified facility, including expected
construction enploynment, and information relating to the
requirenents in section 8.

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

public. The hearing on each application shall be held separately
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fromthe hearing on the establishnment of the commrercia
rehabilitation district.

Sec. 5. The legislative body of the qualified |ocal
governnmental unit, not nore than 60 days after recei pt of the
application by the clerk, shall by resolution either approve or
di sapprove the application for a commercial rehabilitation
exenption certificate in accordance with section 8 and the ot her
provisions of this act. The clerk shall retain the original of the
application and resolution. If approved, the clerk shall forward a
copy of the application and resolution to the conm ssion. |If
di sapproved, the reasons shall be set forth in witing in the
resolution, and the clerk shall send, by certified nmail, a copy of
the resolution to the applicant and to the assessor. A resolution
is not effective unless approved by the comm ssion as provided in
section 6.

Sec. 6. (1) Not nore than 60 days after receipt of a copy of
the application and resol uti on adopted under section 5, the
conmm ssion shall approve or disapprove the resol ution.

(2) Follow ng approval of the application by the legislative
body of the qualified | ocal governnmental unit and the comm ssion
the comm ssion shall issue to the applicant a commercia
rehabilitati on exenption certificate in the formthe com ssion
det erm nes, which shall contain all of the follow ng:

(a) Alegal description of the real property on which the
qualified facility is |ocated.

(b) A statenent that unless revoked as provided in this act

the certificate shall remain in force for the period stated in the
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certificate.

(c) A statenent of the taxable value of the qualified
facility, separately stated for real and personal property, for the
tax year imediately preceding the effective date of the
certificate after deducting the taxable value of the |and and
personal property other than personal property assessed pursuant to
sections 8(d) and 14(6) of the general property tax act, 1893 PA
206, MCL 211.8 and 211. 14.

(d) A statenent of the period of tinme authorized by the
| egi slative body of the qualified |ocal governnmental unit within
which the rehabilitation shall be conpleted.

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

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

(4) The comm ssion shall file with the clerk of the qualified
| ocal governmental unit a copy of the comrercial rehabilitation
exenption certificate, and the comm ssion shall maintain a record
of all certificates filed. The comm ssion shall also send, by
certified mail, a copy of the comrercial rehabilitation exenption
certificate to the applicant and the assessor of the |ocal tax
collecting unit in which the qualified facility is |ocated.

Sec. 7. (1) Aqualified facility for which a commerci a
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rehabilitation exenption certificate is in effect, but not the |and
on which the rehabilitated facility is | ocated, or persona

property other than personal property assessed pursuant to sections
8(d) and 14(6) of the general property tax act, 1893 PA 206, MCL
211.8 and 211.14, for the period on and after the effective date of
the certificate and continuing so |ong as the comercia
rehabilitation exenption certificate is in force, is exenpt from ad
val orem property taxes coll ected under the general property tax
act, 1893 PA 206, MCL 211.1 to 211.157.

(2) Unless earlier revoked as provided in section 12, a
commercial rehabilitation exenption certificate shall remain in
force and effect for a period to be determned by the |egislative
body of the qualified |Iocal governmental unit. The certificate my
be issued for a period of at least 1 year, but not to exceed 10
years. |If the nunber of years determned is |less than 10, the
certificate may be subject to review by the |egislative body of the
gualified local governnmental unit and the certificate nmay be
extended. The total anmount of tine determ ned for the certificate
i ncl udi ng any extensions shall not exceed 10 years after the
conpletion of the qualified facility. The certificate shal
commence with its effective date and end on the Decenber 31
i medi ately following the |ast day of the nunber of years
determ ned. The date of issuance of a certificate of occupancy, if
required by appropriate authority, shall be the date of conpletion
of the qualified facility.

(3) If the nunber of years determ ned by the |egislative body

of the qualified | ocal governnmental unit for the period a
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certificate remains in force is |l ess than 10 years, the review of
the certificate for the purpose of determ ning an extension shal
be based upon factors, criteria, and objectives that shall be
placed in witing, determ ned and approved at the time the
certificate is approved by resolution of the |egislative body of
the qualified |ocal governnental unit and sent, by certified mail,
to the applicant, the assessor of the local tax collecting unit in
which the qualified facility is | ocated, and the commi ssion.

Sec. 8. (1) If the taxable value of the property proposed to
be exenpt pursuant to an application under consideration
consi dered together with the aggregate taxable value of property
exenpt under certificates previously granted and currently in force
under this act or under 1974 PA 198, MCL 207.551 to 207.572,
exceeds 5% of the taxable value of the qualified |ocal governmental
unit, the legislative body of the qualified |ocal governnental unit
shal |l nake a separate finding and shall include a statenent in its
resol uti on approving the application that exceeding that anount
shal | not have the effect of substantially inpeding the operation
of the qualified | ocal governnental unit or inpairing the financial
soundness of an affected taxing unit.

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

(a) The commencenent of the rehabilitation of the qualified
facility does not occur before the establishnment of the commerci al

rehabilitation district.
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(b) The application relates to a rehabilitation programt hat
when conpl eted constitutes a qualified facility within the neaning
of this act and that shall be situated within a comercia
rehabilitation district established in a qualified | oca
governnmental unit eligible under this act.

(c) Completion of the qualified facility is calculated to, and
will at the tinme of issuance of the certificate have the reasonable
i kelihood to, increase commercial activity, create enpl oynent,
retain enpl oynent, prevent a |oss of enploynment, revitalize urban
areas, or increase the nunber of residents in the community in
which the qualified facility is situated.

(d) The applicant states, in witing, that the rehabilitation
of the qualified facility would not be undertaken wi thout the
applicant's receipt of the exenption certificate.

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

Sec. 9. The assessor of each qualified |ocal governmental unit
in which there is a qualified facility with respect to which 1 or
nore comrercial rehabilitation exenption certificates have been
issued and are in force shall determ ne annually as of Decenber 31
t he val ue and taxabl e value, both for real and personal property,
of each qualified facility separately, having the benefit of a
certificate and upon receipt of notice of the filing of an
application for the issuance of a certificate, shall determ ne and
furnish to the | ocal |egislative body the value and the taxable
val ue of the property to which the application pertains and ot her

informati on as may be necessary to permt the local |egislative
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body to nmake the determ nations required by section 8(2).

Sec. 10. (1) There is levied upon every owner of a qualified
facility to which a conmmercial rehabilitation exenption certificate
is issued a specific tax to be known as the conmerci al
rehabilitation tax.

(2) The anmount of the commercial rehabilitation tax, in each
year, shall be determ ned by multiplying the total mlIls levied as
ad valoremtaxes for that year by all taxing units wi thin which the
qualified facility is located by the taxable value of the real and
personal property of the qualified facility after deducting the
t axabl e valuation of the |Iand and of personal property other than
personal property assessed pursuant to sections 8(d) and 14(6) of
t he general property tax act, 1893 PA 206, MCL 211.8 and 211. 14.

(3) The commercial rehabilitation tax is an annual tax,
payabl e at the sane tinmes, in the sane installnents, and to the
same officer or officers as taxes inposed under the genera
property tax act, 1893 PA 206, MCL 211.1 to 211.157, are payable.
Except as otherw se provided in this section, the officer or
of ficers shall disburse the comrercial rehabilitation tax paynents
received by the officer or officers each year as foll ows:

(a) Fifty percent to and anong this state, cities, schoo
districts, counties, and authorities, at the sane tinmes and in the
sanme proportions as required by |aw for the di sbursenment of taxes
col |l ected under the general property tax act, 1893 PA 206, MCL
211.1 to 211.157.

(b) Fifty percent to the qualified | ocal governmental unit in

which a qualified facility is located to rei nburse qualified
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infrastructure expenses and qualified facility expenses.

(4) For intermediate school districts receiving state aid
under sections 56, 62, and 81 of the state school aid act of 1979,
1979 PA 94, MCL 388. 1656, 388.1662, and 388.1681, of the anpunt of
obsol ete property tax that woul d ot herwi se be disbursed to an
i nternmedi ate school district, all or a portion, to be determ ned on
the basis of the tax rates being utilized to conpute the anmount of
state aid, shall be paid to the state treasury to the credit of the
state school aid fund established by section 11 of article |IX of
the state constitution of 1963.

(5) The anount of commercial rehabilitation tax described in
subsection (2) that would otherw se be disbursed to a | ocal school
district for school operating purposes shall be paid instead to the
state treasury and credited to the state school aid fund
established by section 11 of article | X of the state constitution
of 1963.

(6) The officer or officers shall send a copy of the ampount of
di sbhursenment nmade to each unit under this section to the conm ssion
on a form provided by the comm ssion.

(7) Aqualified facility located in a renai ssance zone under
the M chi gan renai ssance zone act, 1996 PA 376, MCL 125.2681 to
125. 2696, is exenpt fromthe conmercial rehabilitation tax |evied
under this act to the extent and for the duration provided pursuant
to the M chigan renai ssance zone act, 1996 PA 376, MCL 125.2681 to
125. 2696, except for that portion of the conmercial rehabilitation
tax attributable to a special assessnent or a tax described in

section 7ff(2) of the general property tax act, 1893 PA 206, MCL
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211.7ff. The commercial rehabilitation tax cal cul ated under this
subsection shall be disbursed proportionately to the taxing unit or
units that |evied the special assessnent or the tax described in
section 7ff(2) of the general property tax act, 1893 PA 206, MCL
211. 7f .

Sec. 11. The anmount of the tax applicable to real property,
until paid, is a lien upon the real property to which the
certificate is applicable. Proceedings upon the lien as provided by
law for the foreclosure in the circuit court of nortgage |iens upon
real property may commence only upon the filing by the appropriate
collecting officer of a certificate of nonpaynent of the comrercia
rehabilitation tax applicable to real property, together with an
affidavit of proof of service of the certificate of nonpaynent upon
the owner of the qualified facility by certified mail, with the
regi ster of deeds of the county in which the qualified facility is
si tuat ed.

Sec. 12. The legislative body of the qualified |ocal
governnental unit may, by resolution, revoke the commercia
rehabilitati on exenption certificate of a facility if it finds that
t he conpletion of rehabilitation of the qualified facility has not
occurred within the tinme authorized by the |egislative body in the
exenption certificate or a duly authorized extension of that tine,
or that the hol der of the commercial rehabilitation exenption
certificate has not proceeded in good faith with the operation of
the qualified facility in a manner consistent with the purposes of
this act and in the absence of circunstances that are beyond the

control of the holder of the exenption certificate.
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Sec. 13. A conmercial rehabilitation exenption certificate my
be transferred and assigned by the holder of the certificate to a
new owner of the qualified facility if the qualified |ocal
governnmental unit approves the transfer after application by the
new owner.

Sec. 14. Not |ater than Cctober 15 each year, each qualified
| ocal governmental unit granting a conmercial rehabilitation
exenption shall report to the comm ssion on the status of each
exenption. The report nust include the current value of the
property to which the exenption pertains, the value on which the
commercial rehabilitation tax is based, and a current estimte of
t he nunber of jobs retained or created by the exenption.

Sec. 15. (1) The department annually shall prepare and submnit
to the commttees of the house of representatives and senate
responsi ble for tax policy and econom c devel opment issues a report
on the utilization of commercial rehabilitation districts, based on
the information filed with the conmm ssion

(2) After this act has been in effect for 3 years, the
departnment shall prepare and submt to the commttees of the house
of representatives and senate responsible for tax policy and
econonmi ¢ devel opnent issues an econom c anal ysis of the costs and
benefits of this act in the 3 qualified |ocal governmental units in
which it has been nobst heavily utilized.

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

Sec. 17. (1) Wthin 60 days after the granting of a comerci al
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rehabilitation exenption certificate under section 6 for a
qualified facility, the state treasurer nay, for a period not to
exceed 6 years, exclude up to 1/2 of the nunmber of mlls levied for
school operating purposes under the revised school code, 1976 PA
451, MCL 380.1 to 380.1852, and under the state education tax act,
1993 PA 331, MCL 211.901 to 211.906, fromthe specific tax
calculation on the qualified facility under section 10(2)(b) if the
state treasurer determ nes that reducing the nunber of mlls used
to calculate the specific tax under section 10(2)(b) is necessary
to reduce unenpl oynent, pronote econom c growh, and increase
capital investnment in qualified |ocal governnental units.

(2) The state treasurer shall not grant nore than 25

excl usions under this section each year
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