HB- 4027, As Passed House, Novenber 3, 2005

SUBSTI TUTE FOR
HOUSE BI LL NO. 4027

A bill to anend 1974 PA 198, entitl ed

"An act to provide for the establishnent of plant rehabilitation
districts and industrial devel opnent districts in |ocal

governnmental units; to provide for the exenption fromcertain
taxes; to levy and collect a specific tax upon the owners of
certain facilities; to inpose and provide for the disposition of an
adm nistrative fee; to provide for the disposition of the tax; to
provide for the obtaining and transferring of an exenption
certificate and to prescribe the contents of those certificates; to
prescribe the powers and duties of the state tax comm ssion and
certain officers of |ocal governnental units; and to provide

penal ties,"

by amendi ng sections 2 and 7 (MCL 207.552 and 207.557), section 2
as anmended by 2005 PA 118 and section 7 as anended by 1996 PA 513.
THE PECPLE OF THE STATE OF M CHI GAN ENACT:
Sec. 2. (1) "Conmi ssion" nmeans the state tax conmm ssion
created by 1927 PA 360, MCL 209.101 to 209.107.

(2) "Facility" neans either a replacenent facility, a new
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facility, or, if applicable by its usage, a specul ative buil ding.

(3) "Replacenent facility" neans 1 of the foll ow ng:

(a) In the case of a replacenent or restoration that occurs on
t he sane or contiguous |land as that which is replaced or restored,
i ndustrial property that is or is to be acquired, constructed,
altered, or installed for the purpose of replacenent or restoration
of obsolete industrial property together with any part of the old
altered property that remains for use as industrial property after
the repl acenment, restoration, or alteration.

(b) I'n the case of construction on vacant nonconti guous | and,
property that is or will be used as industrial property that is or
is to be acquired, constructed, transferred, or installed for the
pur pose of being substituted for obsolete industrial property if
t he obsolete industrial property is situated in a plant
rehabilitation district in the sane city, village, or township as
the land on which the facility is or is to be constructed and
i ncl udes the obsolete industrial property itself until the tinme as
the substituted facility is conpl et ed.

(4) "New facility" means new industrial property other than a
repl acenent facility to be built in a plant rehabilitation district
or industrial devel opnent district.

(5) "Local governnental unit" nmeans a city, village, or
townshi p LOCATED IN TH S STATE.

(6) "Industrial property” neans |and inprovenents, buil dings,
structures, and other real property, and machi nery, equipnent,
furniture, and fixtures or any part or accessory whet her conpl eted

or in the process of construction conprising an integrated whol e,
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the primary purpose and use of which is the engaging in a high-
technol ogy activity, operation of a logistical optimzation center,
t he manufacture of goods or materials, creation or synthesis of

bi odi esel fuel, or the processing of goods and materials by

physi cal or chem cal change; property acquired, constructed,
altered, or installed due to the passage of proposal A in 1976; the
operation of a hydro-electric damby a private conpany other than a
public utility; or agricultural processing facilities. Industria
property includes facilities related to a manufacturing operation
under the same ownership, including, but not limted to, office,
engi neering, research and devel opnent, warehousi ng, or parts
distribution facilities. Industrial property also includes research
and devel oprment | aboratories of conpanies other than those
conpani es that nmanufacture the products devel oped fromtheir
research activities and research devel opnent | aboratories of a
manuf act uri ng conpany that are unrelated to the products of the
conpany. For applications approved by the legislative body of a

| ocal governnmental unit between June 30, 1999 and Decenber 31,

2007, industrial property also includes an electric generating
plant that is not owned by a local unit of government, including,
but not limted to, an electric generating plant fuel ed by bi omass.
I ndustrial property also includes convention and trade centers over
250, 000 square feet in size. Industrial property also includes a
federal reserve bank operating under 12 USC 341, located in a city
wi th a popul ation of 750,000 or nore. Industrial property may be
owned or | eased. However, in the case of |eased property, the

| essee is liable for paynent of ad val orem property taxes and shal
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furnish proof of that liability. Industrial property does not
i ncl ude any of the foll ow ng:

(a) Land.

(b) Property of a public utility other than an electric
generating plant that is not owned by a local unit of governnent
and for which an application was approved by the |egislative body
of a |l ocal governnental unit between June 30, 1999 and Decenber 31,
2007.

(c) Inventory.

(7) "CObsol ete industrial property" neans industrial property
the condition of which is substantially | ess than an economically
efficient functional condition.

(8) "Economcally efficient functional condition" neans a
state or condition of property the desirability and useful ness of
which is not inpaired due to changes in design, construction
t echnol ogy, or inproved production processes, or from external
i nfluencing factors which nmake the property | ess desirable and
val uabl e for continued use.

(9) "Research and devel opnent | aboratories" neans buil ding and
structures, including the machi nery, equipnent, furniture, and
fixtures located in the building or structure, used or to be used
for research or experinental purposes that would be consi dered
qualified research as that termis used in section 41 of the
i nternal revenue code, 26 USC 41, except that qualified research
al so includes qualified research funded by grant, contract, or
ot herwi se by anot her person or governmental entity.

(10) "Manufacture of goods or materials" or "processing of
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goods or nmaterials" nmeans any type of operation that woul d be
conducted by an entity included in the classifications provided by
sector 31-33 -- manufacturing, of the North American industry
classification system United States, 1997, published by the office
of managenent and budget, regardl ess of whether the entity
conducting that operation is included in that nmanual.

(11) "Hi gh-technology activity" means that termas defined in
section 3 of the M chigan economc growh authority act, 1995 PA
24, MCL 207. 803.

(12) "Logistical optimzation center" neans a sorting and
di stribution center that supports a private passenger notor vehicle
assenbly center and its manufacturing process for the purpose of
optim zing transportation, just-in-time inventory nmanagenent, and
material handling, and to which all of the follow ng apply:

(a) The sorting and distribution center is within 2 mles of a
private passenger nmotor vehicle assenbly center that, together with
supporting facilities, contains at |east 800,000 square feet.

(b) The sorting and distribution center contains at | east
950, 000 square feet.

(c) The sorting and distribution center has applied for an
industrial facilities exenption certificate after June 30, 2005 and
before January 1, 2006.

(d) The private passenger notor vehicle assenbly center is
| ocated on | and conditionally transferred by a towmship with a
popul ati on of nore than 25,000 under 1984 PA 425, MCL 124.21 to
124.30, to a city with a popul ation of nore than 100, 000 t hat

| evies an inconme tax under the city incone tax act, 1964 PA 284,
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MCL 141.501 to 141. 787.

Sec. 7. (1) Wthin 60 days after recei pt of an approved
application or an appeal of a disapproved application that was
submtted to the conm ssion before October 31 of that year, the
commi ssion shall determi ne whether the facility is a specul ative
bui l di ng or designed and acquired primarily for the purpose of
restoration or replacenent of obsolete industrial property or the
construction of new industrial property, and whether the facility
ot herwi se conplies with section 9 and with the other provisions of
this act. If the conmi ssion so finds, it shall issue an industrial
facilities exenption certificate. Before issuing a certificate the
conmmi ssion shall notify the state treasurer of the application and
shall obtain the witten concurrence of the departnent of —censurer
and—industry-—services— LABOR AND ECONOM C GROMH t hat the
application conplies with the requirenents in section 9. Except as
ot herwi se provided in section 7a, the effective date of the
certificate for a replacenent facility or new facility is the
i mredi at el y succeedi ng Decenber 31 followi ng the date the
certificate is issued. For a speculative building or a portion of a
specul ative buil ding, except as otherw se provided in section 7a,
the effective date of the certificate is the imediately succeedi ng
Decenber 31 followi ng the date the specul ative building, or the
portion of a speculative building, is used as a manufacturing
facility.

(2) The conmi ssion shall send an industrial facilities
exenption certificate, when issued, by certified mail to the

applicant, and a certified copy by certified mail to the assessor
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of the assessing unit in which the facility is located or to be

| ocated, and that copy shall be filed in his or her office. Notice
of the conm ssion's refusal to issue a certificate shall be sent by
certified mail to the sane persons.

(3) Notwithstandi ng any other provision of this act, if on
Decenber 29, 1986 a | ocal governmental unit passed a resolution
approvi ng an exenption certificate for 10 years for real and
personal property but the conm ssion did not receive the
application until 1992 and the application was not nmade conpl ete
until 1995, then the conm ssion shall issue, for that property, an
industrial facilities exenption certificate that begi ns Decenber
30, 1987 and ends Decenber 30, 1997.

(4) NOTW THSTANDI NG ANY OTHER PROVI SION OF THI S ACT, IF
PURSUANT TO SECTI ON 16A A LOCAL GOVERNMENTAL UNI' T PASSED A
RESOLUTI ON APPROVI NG AN | NDUSTRI AL FACI LI TI ES EXEMPTI ON CERTI FI CATE
FOR A NEW FACI LI TY ON OCTCBER 14, 2003 FOR A CERTI FI CATE THAT
EXPI RED | N DECEMBER 2002, THE COVM SSI ON SHALL | SSUE FOR THAT
PROPERTY AN | NDUSTRI AL FACI LI TI ES EXEMPTI ON CERTI FI CATE THAT BEGQ NS
ON DECEMBER 30, 2002 AND ENDS DECEMBER 30, 20009.
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