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STATE OF MICHIGAN

Journal of the Senate

94th Legislature
REGULAR SESSION OF 2007

Senate Chamber, Lansing, Thursday, May 3, 2007.

10:00 a.m.

The Senate was called to order by the President, Lieutenant Governor John D. Cherry, Jr.

The roll was called by the Secretary of the Senate, who announced that a quorum was present.

Allen—present
Anderson—present
Barcia—present
Basham—present
Birkholz—present
Bishop—present
Brater—present
Brown—present
Cassis—present
Cherry—present
Clark-Coleman—present
Clarke—present
Cropsey—present

Garcia—present
George—present
Gilbert—present
Gleason—present
Hardiman—present
Hunter—present
Jacobs—present

Jansen—present
Jelinek—present
Kahn—present
Kuipers—present
McManus—present
Olshove—present

Pappageorge—present
Patterson—present
Prusi—present
Richardville—present
Sanborn—present
Schauer—present
Scott—present
Stamas—present
Switalski—present
Thomas—ypresent
Van Woerkom—present
Whitmer—present
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Senator James A. Barcia of the 31st District offered the following invocation:

Dear God, please look down on us with grace, and grant us the wisdom and compassion to do what is right and just
for the people of Michigan. We have been entrusted with the responsibility to lead. We ask that You guide us in all of
our actions.

The challenges we face are daunting and we must make difficult decisions as legislators. Please give us the strengtt
to fulfill our duties honestly and fairly. Let us always remember that we are here to serve Your will and the public good.
Amen.

The President, Lieutenant Governor Cherry, led the members of the Senate in recitdPlefighef Allegiance.
Motions and Communications
Senator Cherry entered the Senate Chamber.

The Secretary announced that the following House bill was received in the Senate and filed on Wednesday, May 2:
House Bill No. 4367

The Secretary announced that the following official bills were printed on Wednesday, May 2, and are available at the
legislative website:
Senate Bill Nos. 467 468
House Bill Nos. 4682 4683 4684 4685 4686 4687 4688 4689 4690 4691 4692 4693 4694 4695
4696 4697 4698 4699

By unanimous consent the Senate proceeded to the order of
Messages from the House

Senator Anderson moved that Senators Brater and Hunter be temporarily excused from today’s session.
The motion prevailed.

Senator Anderson moved that Senator Thomas be excused from the balance of today’s session.
The motion prevailed.

Senators Brater and Hunter entered the Senate Chamber.

Senate Bill No. 404, entitled

A bill to make, supplement, and adjust appropriations for various state departments and agencies and for capital
outlay for the fiscal year ending September 30, 2007; to provide for the expenditure of the appropriations; and to repeal
acts and parts of acts.

(For text of amendments, see Senate Journal No. 40, p. 540.)

The question being on concurring in the amendments made to the bill by the House,

The amendments were concurred in, a majority of the members serving voting therefor, as follows:

Roll Call No. 83 Yeas—37

Allen Clark-Coleman Jacobs Prusi
Anderson Clarke Jansen Richardville
Barcia Cropsey Jelinek Sanborn
Basham Garcia Kahn Schauer
Birkholz George Kuipers Scott

Bishop Gilbert McManus Stamas

Brater Gleason Olshove Switalski
Brown Hardiman Pappageorge Van Woerkom
Cassis Hunter Patterson Whitmer

Cherry
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Nays—O0
Excused—1
Thomas
Not Voting—O0

In The Chair: President

The question being on concurring in the committee recommendation to give the bill immediate effect,
The recommendation was concurred in, 2/3 of the members serving voting therefor.
The bill was referred to the Secretary for enrollment printing and presentation to the Governor.

Third Reading of Bills

Senator Cropsey moved that the following bill be placed at the head of the Third Reading of Bills calendar:
Senate Bill No. 94
The motion prevailed.

The following bill was read a third time:

Senate Bill No. 94, entitled

A bill to provide for the imposition, levy, computation, collection, assessment, reporting, payment, and enforcement
of taxes on certain commercial, business, and financial activities; to prescribe the powers and duties of public officers
and state departments; to provide for the inspection of certain taxpayer records; to provide for interest and penalties;
to provide exemptions, credits, and refunds; to provide for the disposition of funds; and to provide for the interrelation
of this act with other acts.

The question being on the passage of the bill,

Senator Cassis offered the following substitute:

Substitute (S-8).

The question being on the adoption of the substitute,

Senator Pappageorge offered the following amendment to the substitute:

1. Amend page 92, line 26, after “of” by striking out “0.45%” and inserting “0.225%".

The amendment to the substitute was adopted.

Senator Prusi offered the following amendments to the substitute:

1. Amend page 12, line 19, after “of” by striking out “.54%” and inserting “.70%".

2. Amend page 109, line 3, by striking out all of section 91.

The amendments to the substitute were not adopted.

Senator Anderson requested the yeas and nays.

The yeas and nays were ordered, 1/5 of the members present voting therefor.

The amendments to the substitute were not adopted, a majority of the members not voting therefor, as follows:

Roll Call No. 84 Yeas—17

Anderson Clark-Coleman Hunter Schauer
Barcia Clarke Jacobs Scott
Basham Garcia Olshove Switalski
Brater Gleason Prusi Whitmer

Cherry
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Nays—20
Allen Cropsey Jelinek Patterson
Birkholz George Kahn Richardville
Bishop Gilbert Kuipers Sanborn
Brown Hardiman McManus Stamas
Cassis Jansen Pappageorge Van Woerkom

Excused—1
Thomas

Not Voting—O0

In The Chair: President

Senator Richardville offered the following amendment to the substitute:

1. Amend page 75, following line 15, by inserting:

“Sec. 34. (1) For tax years that begin on or after January 1, 2008 and end before January 1, 2018, an eligible taxpaye!
may claim a credit against the tax imposed by this act equal to the amount of the capital expenditures during the tax
year for which the credit under this section is claimed, not to exceed $1.00.

(2) If the credit allowed under this section for the tax year exceeds the taxpayer’s tax liability for the tax year,dhat porti
which exceeds the tax liability for the tax year shall not be refunded and may not be carried forward to offset tax liability
in subsequent years.

(3) As used in this section:

(a) “Eligible taxpayer” means any of the following:

(i) A person who owns and operates a motorsports entertainment complex.

(ii) A person who is the lessee and operator of a motorsports entertainment complex or the lessee of the land on which
a motorsports entertainment complex is located and operates that motorsports entertainment complex.

(iii) A person who operates and maintains a motorsports entertainment complex under an operation and managemen
agreement.

(b) “Motorsports entertainment complex” means a closed-course motorsports facility, and its ancillary grounds and
facilities, that satisfies all of the following:

(i) Has at least 70,000 fixed seats for race patrons.

(i) Has at least 6 scheduled days of motorsports events each calendar year.

(iii) Serves food and beverages at the motorsports entertainment complex during motorsports events each calendar yee
through concession outlets, which are staffed by individuals who represent or are members of 1 or more nonprofit civic
or charitable organizations that directly benefit from the concession outlets’ sales.

(iv) Engages in tourism promotion.

(v) Has permanent exhibitions of motorsports history, events, or vehicles within the motorsports entertainment complex.

(c) “Motorsports event” means a motorsports race and its ancillary activities that have been sanctioned by a sanctioning
body.

(d) “Sanctioning body” means the American motorcycle association (AMA); auto racing club of America (ARCA);
championship auto racing teams (CART); grand American road racing association (GRAND AM); Indy racing league
(IRL); national association for stock car auto racing (NASCAR); national hot rod association (NHRA); professional
sportscar racing (PSR); sports car club of America (SCCA); United States auto club (USAC); Michigan state promoters
association; or any successor organization or any other nationally or internationally recognized governing body of
motorsports that establishes an annual schedule of motorsports events and grants rights to conduct the events, that h¢
established and administers rules and regulations governing all participants involved in the events and all persons
conducting the events, and that requires certain liability assurances, including insurance.”.

The amendment to the substitute was adopted.
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Senator Richardville offered the following amendment to the substitute:

1. Amend page 75, following line 15, by inserting:

“Sec. 35. (1) Except as otherwise limited in this section, a taxpayer not subject to the income tax act of 1967,
1967 PA 281, MCL 206.1 to 206.532, may claim a credit against the tax imposed under this act for the tax year equal
to 50% of the aggregate amount of charitable contributions made by the taxpayer during the tax year to a public broadcast
station as defined by 47 USC 397 that is not affiliated with an institution of higher education, a public library, ammstituti
of higher learning located within this state, or the Michigan colleges foundation or of charitable contributions made to
a nonprofit corporation, fund, foundation, trust, or association organized and operated exclusively for the benefit of an
institution of higher learning. If an institution of higher learning receives the contributions through a nonprofit corporation
fund, foundation, trust, or association organized and operated exclusively for the benefit of the institution of higher
learning, the tax credit shall be permitted only if the donee nonprofit corporation, fund, foundation, trust, or association
is controlled or approved and reviewed by the governing boards of the institutions benefiting from the charitable
contributions. The nonprofit corporation, fund, foundation, trust, or association shall provide copies of its annual
independently audited financial statements to the auditor general and to the chairpersons of the senate and houst
appropriations committees.

(2) The amount allowable as a credit under this section for any tax year shall not exceed 5% of the tax liability for
that year as determined without regard to this section or $5,000.00, whichever is less.

(3) As used in this section, “institution of higher learning” means an educational institution located within this state
meeting all of the following requirements:

(a) It maintains a regular faculty and curriculum and has a regularly enrolled body of students in attendance at the
place where its educational activities are carried on.

(b) It regularly offers education above the twelfth grade.

(c) It awards associate, bachelors, masters, or doctoral degrees or any combination of those degrees or highel
education credits acceptable for those degrees granted by other institutions of higher learning.

(d) It is recognized by the state board of education as an institution of higher learning and appears as an institution
of higher learning in the annual publication of the department of education entitled “the directory of institutions of
higher education”.

(4) As used in this section, “public library” means that term as defined in section 2 of the state aid to public libraries
act, 1977 PA 89, MCL 397.552.

(5) The credit allowed under this section shall not exceed the tax liability of the taxpayer.

Sec. 36. (1) A qualified taxpayer with a rehabilitation plan certified after December 31, 2007 or a qualified taxpayer
that has a rehabilitation plan certified before January 1, 2008 under section 39c of former 1975 PA 228 for the rehabilitation
of a historic resource for which a certification of completed rehabilitation has been issued after the end of the taxpayer’s
last tax year may credit against the tax imposed by this act the amount determined pursuant to subsection (2) for the
qualified expenditures for the rehabilitation of a historic resource pursuant to the rehabilitation plan in the year in which
the certification of completed rehabilitation of the historic resource is issued provided that the certification of completed
rehabilitation was issued not more than 5 years after the rehabilitation plan was certified by the Michigan historical center.

(2) The credit allowed under this section shall be 25% of the qualified 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 qualified expenditures that would qualify under section 47(a)(2) of the internal revenue code except
that the expenditures are made 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 the following:

(a) A taxpayer with qualified expenditures that are eligible for the credit under section 47(a)(2) of the internal
revenue code may not claim a credit under this section for those qualified expenditures unless the taxpayer has claimec
and received a credit for those qualified expenditures under section 47(a)(2) of the internal revenue code.

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

(3) To be eligible for the credit under this section, the taxpayer shall apply to and receive from the Michigan
historical center certification that the historic significance, the rehabilitation plan, and the completed rehabilitation of
the historic resource meet the criteria under subsection (6) and either of the following:

(a) All of the following criteria:

(i) The historic resource contributes to the significance of the historic district in which it is located.

(i) Both the rehabilitation plan and completed rehabilitation of the historic resource meet the federal secretary of
the interior’'s standards for rehabilitation and guidelines for rehabilitating historic buildings, 36 CFR part 67.

(iit) All rehabilitation work has been done to or within the walls, boundaries, or structures of the historic resource
or to historic resources located within the property boundaries of the property.

(b) The taxpayer has received certification from the national park service that the historic resource’s significance,
the rehabilitation plan, and the completed rehabilitation qualify for the credit allowed under section 47(a)(2) of the
internal revenue code.
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(4) If a qualified taxpayer is eligible for the credit allowed under section 47(a)(2) of the internal revenue code, the
qualified taxpayer shall file for certification with the center to qualify for the credit allowed under section 47(a)(2) of
the internal revenue code. If the qualified taxpayer has previously filed for certification with the center to qualify for
the credit allowed under section 47(a)(2) of the internal revenue code, additional filing for the credit allowed under this
section is not required.

(5) The center may inspect a historic resource at any time during the rehabilitation process and may revoke certification
of completed rehabilitation if the rehabilitation was not undertaken as represented in the rehabilitation plan or if
unapproved alterations to the completed rehabilitation are made during the 5 years after the tax year in which the credit
was claimed. The center shall promptly notify the department of a revocation.

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

(a) The resource is 1 of the following during the tax year in which a credit under this section is claimed for those
gualified expenditures:

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

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

(iii) A contributing resource located within a historic district designated by a local unit pursuant to an ordinance
adopted under the local historic districts act, 1970 PA 169, MCL 399.201 to 399.215.

(b) The resource meets 1 of the following criteria during the tax year in which a credit under this section is claimed
for those qualified expenditures:

(i) The historic resource is located in a designated historic district in a local unit of government with an existing
ordinance under the local historic districts act, 1970 PA 169, MCL 399.201 to 399.215.

(i) The historic resource is located in an incorporated local unit of government that does not have an ordinance
under the local historic districts act, 1970 PA 169, MCL 399.201 to 399.215, and has a population of less than 5,000.

(iii) The historic resource is located in an unincorporated local unit of government.

(iv) The historic resource is located in an incorporated local unit of government that does not have an ordinance
under the local historic districts act, 1970 PA 169, MCL 399.201 to 399.215, and is located within the boundaries of
an association that has been chartered under 1889 PA 39, MCL 455.51 to 455.72.

(7) If a qualified taxpayer is a partnership, limited liability company, or subchapter S corporation, the qualified
taxpayer may assign all or any portion of a credit allowed under this section to its partners, members, or shareholders,
based on the partner’'s, member’s, or shareholder’s proportionate share of ownership or based on an alternative methot
approved by the department. A credit assignment under this subsection is irrevocable and shall be made in the tax yea
in which a certificate of completed rehabilitation is issued. A qualified taxpayer may claim a portion of a credit and
assign the remaining credit amount. A partner, member, or shareholder that is an assignee shall not subsequently assig
a credit or any portion of a credit assigned to the partner, member, or shareholder under this subsection. A credit amount
assigned under this subsection may be claimed against the panmeriber’s, or shareholdertax liability under this
act or under the income tax act of 1967, 1967 PA 281, MCL 20@08(b32. A credit asgnment undethis subsection
shall be made on a form prescribed by the department. The qualified taxpayer and assignees shall send a copy of thi
completed assignment form to the department in the tax year in which the assignment is made and attach a copy of the
completed assignment form to 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. An unused carryforward of a credit under section 39c of former 1975 PA 228 that was
unused at the end of the last tax year for which former 1975 PA 228 was in effect may be claimed against the tax
imposed under this act for the years the carryforward would have been available under section 39c¢ of former 1975 PA 228.

(9) If the taxpayer sells a historic resource for which a credit was claimed under this section or under section 39c of
former 1975 PA 228 less than 5 years after the year in which the credit was claimed, the following percentage of the
credit amount previously claimed 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 claimed, 100%.

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

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

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

(e) If the sale is at least 4 years but less than 5 years after the year in which the credit was claimed, 20%.

(f) If the sale is 5 years or more after the year in which the credit was claimed, an addback to the taxpayer’'s tax
liability shall not be made.

(10) If a certification of completed rehabilitation is revoked under subsection (5) less than 5 years after the year in
which a credit was claimed under this section or under section 39c of former 1975 PA 228, the following percentage
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of the credit amount previously claimed relative to that historic resource shall be added back to the tax liability of the
taxpayer in the year of the revocation:

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

(b) If the revocation is at least 1 year but less than 2 years after the year in which the credit was claimed, 80%.

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

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

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

(f) If the revocation is 5 years or more after the year in which the credit was claimed, an addback to the taxpayer’s
tax liability shall not be made.

(11) The department of history, arts, and libraries through the Michigan historical center may impose a fee to cover
the administrative cost of implementing the program under this section.

(12) The qualified taxpayer shall attach all of the following to the qualified taxpayer’s annual return required under
this act or under the income tax act of 1967, 1967 PA 281, MCL 206.1 to 206.532, if applicable, on which the credit
is claimed:

(a) Certification of completed rehabilitation.

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

(c) A completed assignment form if the qualified taxpayer has assigned any portion of a credit allowed under this
section to a partner, member, or shareholder or if the taxpayer is an assignee of any portion of a credit allowed under
this section.

(13) The department of history, arts, and libraries shall promulgate rules to implement this section pursuant to the
administrative 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 income 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 department of history, arts, and libraries through the Michigan historical center shall report all of the
following to the legislature annually for the immediately preceding state fiscal year:

(a) The fee schedule used by the center and the total amount of fees collected.

(b) A description of each rehabilitation project certified.

(c) The location of each new and ongoing rehabilitation project.

(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 located.

(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, archaeology, engineering, or culture.

(c) “Historic resource” means a publicly or privately owned historic building, structure, site, object, feature, or open
space located within a historic district designated by the national register 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 historic places, and includes all of the
following:

(i) An owner-occupied personal residence or a historic resource located within the property boundaries of that
personal residence.

(if) An income-producing commercial, industrial, or residential resource or a historic resource located within the
property boundaries of that resource.

(iii) A resource owned by a governmental body, nonprofit organization, or tax-exempt entity that is used primarily
by a taxpayer lessee in a trade or business unrelated to the governmental body, nonprofit organization, or tax-exempt
entity and that is subject to tax under this act.

(iv) A resource that is occupied or utilized by a governmental body, nonprofit organization, or tax-exempt entity
pursuant to a long-term lease or lease with option to buy agreement.

(v) Any other resource that could benefit from rehabilitation.

(d) “Last tax year” means the taxpayer’s tax year under former 1975 PA 228 that begins after December 31, 2006
and before January 1, 2008.

(e) “Local unit” means a county, city, village, or township.

(f) “Long-term lease” means a lease term of at least 27.5 years for a residential resource or at least 31.5 years for a
nonresidential resource.

(9) “Michigan historical center” or “center” means the state historic preservation office of the Michigan historical
center of the department of history, arts, and libraries or its successor agency.

(h) “Open space” means undeveloped land, a naturally landscaped area, or a formal or man-made landscaped are
that provides a connective link or a buffer between other resources.
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(i) “Person” means an individual, partnership, corporation, association, governmental entity, or other legal entity.

() “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 qualify under section 47(a)(2) of the internal revenue code except that the expenditures are
made to a historic resource that is not eligible for the credit under section 47(a)(2) of the internal revenue code that
were paid not more than 5 years after the certification of the rehabilitation plan that included those expenditures was
approved by the center, and that were paid after December 31, 1998 for the rehabilitation of a historic resource.
Qualified expenditures do not include capital expenditures for nonhistoric additions to a historic resource except an
addition that is required by state or federal regulations that relate to historic preservation, safety, or accessibility.

(k) “Qualified taxpayer” means a person that is an assignee under subsection (7) or either owns the resource to be
rehabilitated or has a long-term lease agreement 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 nonhistoric 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 equalized valuation of that
portion, that assessor’s determination shall be used for purposes of this subdivision. If the assessor does not determin:
that state equalized valuation of that portion, qualified expenditures, for purposes of this subdivision, shall be equal to
or greater than 5% of the appraised value as determined 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 5% of the appraised value of the resource as determined by a certified appraiser.

(I “Rehabilitation plan” means a plan for the rehabilitation of a historic resource that meets the federal secretary of
the interior’'s standards for rehabilitation and guidelines for rehabilitation of historic buildings under 36 CFR part 67.".

The amendment to the substitute was adopted.

Senator Richardville offered the following amendment to the substitute:

1. Amend page 75, following line 15, by inserting:

“Sec. 37. (1) Subject to the applicable limitations in this section, a taxpayer who does not claim a credit under
section 261 of the income tax act of 1967, 1967 PA 281, MCL 206.261, may credit against the tax imposed by this act
50% of the amount the taxpayer contributes during the taxable year to an endowment fund of a community foundation
or a school foundation.

(2) The credit allowed by this section shall not exceed 5% of the taxpayer’s tax liability for the tax year before
claiming any credits allowed by this act or $5,000.00, whichever is less.

(3) The credit allowed by this section is nonrefundable so that a taxpayer shall not claim under this section a total
credit amount that reduces the taxpayer’s tax liability to less than zero.

(4) As used in this section, “community foundation” means an organization that applies for certification on or before
May 15 of the tax year for which the taxpayer is claiming the credit and that the department certifies for that tax year
as meeting all of the following requirements:

(a) Qualifies for exemption from federal income taxation under section 501(c)(3) of the internal revenue code.

(b) Supports a broad range of charitable activities within the specific geographic area of this state that it serves, such
as a municipality or county.

(c) Maintains an ongoing program to attract new endowment funds by seeking gifts and bequests from a wide range
of potential donors in the community or area served.

(d) Is publicly supported as defined by the regulations of the United States department of treasury,
26 CFR 1.170A-9(e)(10). To maintain certification, the community foundation shall submit documentation to the
department annually that demonstrates compliance with this subdivision.

(e) Is not a supporting organization as an organization is described in section 509(a)(3) of the internal revenue code
and the regulations of the United States department of treasury, 26 CFR 1.509(a)-4 and 1.509(a)-5.

(f) Meets the requirements for treatment as a single entity contained in the regulations of the United States department
of treasury, 26 CFR 1.170A-9(e)(11).

(g) Except as provided in subsection (6), is incorporated or established as a trust at least 6 months before the
beginning of the tax year for which the credit under this section is claimed and that has an endowment value of at least
$100,000.00 before the expiration of 18 months after the community foundation is incorporated or established.

(h) Has an independent governing body representing the general public’'s interest and that is not appointed by a
single outside entity.

(i) Provides evidence to the department that the community foundation has, before the expiration of 6 months after
the community foundation is incorporated or established, and maintains continually during the tax year for which the
credit under this section is claimed, at least 1 part-time or full-time employee.
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(j) For community foundations that have an endowment value of $1,000,000.00 or more only, the community
foundation is subject to an annual independent financial audit and provides copies of that audit to the department not
more than 3 months after the completion of the audit. For community foundations that have an endowment value of
less than $1,000,000.00, the community foundation is subject to an annual review and an audit every third year.

(k) In addition to all other criteria listed in this subsection for a community foundation that is incorporated or
established after the effective date of the amendatory act that added this subdivision, operates in a county of this state
that was not served by a community foundation when the community foundation was incorporated or established or
operates as a geographic component of an existing certified community foundation.

(5) On or before July 1 of each year, the department shall report to the house of representatives committee on
taxation and the senate committee on finance the total amount of tax credits claimed under this section and under
section 261 of the income tax act of 1967, 1967 PA 281, MCL 206.261, for the immediately preceding tax year.

(6) A taxpayer may claim a credit under this section for contributions to a community foundation made before the
expiration of the 18-month period after a community foundation was incorporated or established during which the
community foundation must build an endowment value of $100,000.00 as provided in subsection (4)(g). If the
community foundation does not reach the required $100,000.00 endowment value during that 18-month period,
contributions to the community foundation made after the date on which the 18-month period expires shall not be used
to calculate a credit under this section. At any time after the expiration of the 18-month period under subsection (4)(g)
that the community foundation has an endowment value of $100,000.00, the community foundation may apply to the
department for certification under this section.”.

The qu