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PREFACE

This discussion of the Delinquent Tax Revolving Fund has been prepared by
John R. Axe of the firm of Axe and Eckiund, P.C., Grosse Pointe Farms, Michigan. Mr.
Axe has served as Bond Counsel for the following Counties during the period 1973

through 2012 which Counties currently are (or were) issuing such notes:

Alcona Emmet Lapeer Osceola
Alger Genesee Leelanau Oscoda
Allegan Gladwin Lenawee Otsego
Alpena Gogebic Livingston Ottawa
Arenac Grand Traverse ~ Macomb Roscommon
Bay Hillsdale Manistee Saginaw
Benzie Huron Marquette ‘Sanilac
Berrien Ingham Menominee Schoolcraft
Branch losco Midland Shiawassee
Cass Iron- , Monroe St. Clair

"~ Cheboygan Isabella Montcalm Tuscola
Chippewa Jackson Montmorency Van Buren
Clinton Kalamazoo - Qakland . Washtenaw
- Crawford Kalkaska Oceana | - . Wayne
Delta Lake ~ Ogemaw ‘ Wexford
Eaton i o

While Mr. Axe has represented all of these Counties at some time during this 39-
year period, his actual representation was and is in connection with a particular note
issue or issues. He currently represents approximately 43 Counties many of which do

~ not have to borrow.



L. DELINQUENT TAX REVOLVING FUND
CHAPTER
TAX COLLECTION PROCEDURES AND ESTABLISHMENT

OF A DELINQUENT TAX
REVOLVING FUND UNDER MICHIGAN LAW

A. INTRODUCTION

The purpose of this chapter is to discuss the collection of delinquent taxes, and
how counties have established a delinquent tax revolving fund for the purpose of
obtaining funds to pay to all taxing units within the county the total amount of delinquent,
real property taxes, which have not been collected by the due date pursuant to the
Michigan property tax law, Act 206 of the Public Acts of 1893, as amended, (the "Act").
It also discusses the changes which have been necessitated by the adoption of the

" Headlee Amendment.

B. THE COUNTY AND ITS POWERS

In Michigan, a county is a political subdivision of the state, organized and existing
under the Constitution and statutes of the State. The county is one of the entities in
Michigan, which levies and collects real property taxes. The actual procedures are set

forth below.

Under the Act, ad valorem real property to be taxed by various units is assessed
on an annual basis by the assessing officers of each city or township in the county. In
Michigan, all property within a county is either within the corporate boundaries of a city
or township. Each parcel of property is first listed, then a value assigned to it. The
values assigned are then made available for review by the property owner and the
valuations so assesseéd for each city and township are then equalized at both the county

level and the State level.

C. CITY AND VILLAGE TAX COLLECTIONS

Once the valuation is determined in cities and villages, the city or village tax is
spread on a tax roll and tax statements are prepared and mailed to the property owners.

in general law villages, the tax bills are mailed ih May or June and payment
thereon to the village at the village offices must be made at the latest by the last
Monday in October. Thereafter, the taxes become delinquent and are only payable at
the county treasurer's office. Terms of payment and interest on unpaid taxes prior to

the time of delinquency are established by the village council.



City and home rule village taxes are usually payable on and after July 1 and may
be paid at the city or village offices without interest or any collection fee until a certain
date - usually 30 to 60 days. Thereafter, city and home rule village taxes are payable at
the city or village offices until the last day of the following February, when they are
returned to the county treasurer for collection. Prior to that time, the unpaid taxes bear
interest at a rate specified by charter or statute, generally 1/2% per month.

D. COUNTY, TOWNSHIP, SCHOOL DISTRICTS
AND OTHER UNIT TAX COLLECTIONS

For the county, townships, school districts and other units, once the valuations
are determined, the respective taxing units, other than the county, determine their rate
of taxation, certify the same to the county, which adds the county tax thereto and
spread_s the entire tax roll. Thereafter, the county notifies each city or township

treasurer of the roll as spread and the city or township (where applicable), school” and
other taxing units. County general operating taxes are payable on July 1 while
Township taxes and County extra voted millage taxes are payable on or after December
1 of each year at the city or township offices. Generally, no interest or penalty accrues
(although a collection fee of 1% may be added) until February 15, after which a
collection penalty of 4% is added. Taxes may not be paid at the city or township hall
after the last day of February. Thereafter, they are only payable at the office of the

county treasurer.

E. COLLECTION OF DELINQUENT TAXES

Until- 1968, under procedures dating back to 1827, and which had generally been
unchanged between 1893 and 1968, village, city and township treasurers made a return
of the taxes for the previous year which they had been unable to collect by March 1

-(except for general "law villages, whose treasurers made this return after the fourth
Monday in October) to the county treasurer. Upon verifying the correctness of the
return, the county treasurer discharged the city, village or township treasurer on his
bond, and the tax rolls evidencing the delinquent taxes were deposited with the county
treasurer. The county treasurer was thereafter responsible for the collection of all

unpaid delinquent taxes.

*School districts may elect to have one=half of their tax made payable on July 1, with the
balance due on December 1. Where this occurs, the appropriate treasurer mails the

extra bill in July.



The county treasurer mailed notices of delinquency to the persons shown as
owning the property assessed for the unpaid taxes and was authorized to receive the
amounts of delinquent tax due. to the several taxing units, together with interest,
collection fees and certain other penalties to defray the cost of mailing notices. The
taxes and interest so collected by the county treasurer were paid to the taxing units
(including the county), while the collection fees were retained by the county.

Most taxes were collected and paid to the units without the need of further
proceedings. Lands for which delinquent taxes were not paid, however, were subject to
a lien in favor of the State and were consequently subject to sale for the collection and
enforcement of the lien. At an annual tax sale held by the county treasurer, as agent for
the State, the tax liens on lands delinquent for taxes assessed in the third year
preceding such sale (or in any prior year) were sold for the total of all the unpaid taxes,
for said years, plus the collection fee and interest mentioned above. All monies
received at the tax sale were paid into the State Treasury.

In the event taxes were not recovered at the May tax sale, the State of Michigan,
in whose name the county treasurer conducts the sale, became entitled to claim the
property. Customarily, the State of Michigan permitted such property taxes to be
redeemed for one year thereafter by the payment of additional penalties and interest.
Similarly, a private tax lien buyer could purchase the property from the State after such
sale. In either event, the county ultimately received the unpaid taxes, penalties and
" interest due to the county and local taxing units since periodically the State Treasurer
would make a statement of account between the State and the county to draw warrants
on the State Treasury payable to the county treasurer for all monies in the State

Treasury collected for the county or other taxing units.

" The county treasurer, pursuant to Section 87 of the Act, likewise, periodically
made a statement of account between the county and the several townships or cities
and paid the monies shown by the statement to be due to the various taxing units to the
proper receiving officer of the villages (in the case of village taxes), cities or townships
which served as the original assessing districts. These cities and townships retained
the amounts of their taxes and the interest thereon and, in turn, paid over the taxes and

interest due to other taxing units.

At the election of the State of Michigan, any property on which taxes had not
been paid within one year after the May tax sale could be offered at a "scavenger” sale.
At such sale the buyer, in theory, obtained clear title to the property and, once again,
the proceeds were returned to the county treasurer for disposition after the State
received such statutory amounts as are due it for conducting the sale. In the event such
property was never offered, or was not sold, at scavenger sale, title vested in the State
of Michigan and the delinquent taxes thereon were never collected.











































































