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Good afternoon. My name is Donna Murray-Brown and |- am preS|dent and CEO of the
Michigan Nonproflt Assocnatlon Incorporated in 1990, MNA takes great pnde in its 26-year
- historyas a ieader an advocate and a support—system for non profit organizatrons throughout
~ the state

. _ Thank you: Chalrman Brandenburg and members of the committee for this opportunlty to-
. speak to you today in support of Senate bill 960. o

Over the pa_st .2 years MNA has heard from many ‘of our members whose tax exempt status -
has been challenged by local assessors. These are 501¢3 charitable nonprofits. Most have

annual operating budgets less than $500,000. As you said, the organizations involved

represent a wide variety of charitable missions and- are located all over the state.

 There are apprOXImater 2,000 tax assessors in Michigan. There is a lack of cons:stency in
the way the assessors are interpreting the law. There is no guidance on the process. Many
municipalities aren t 'specific when denying an exemptlon making it difficult for a charity to

- - make their case: There are examples of assessors-in two different municipalities treating

' rdentlcal charitable nonproflts drfferently oneis granted an exemptlon the other is not
_ The result is that chant[es are being dragged into lengthy and expensive court cases
This is |mportant '

This is lost time and income that couid be put back into servmg the needs of the oommunlty i
When a charity owns their property, they become part of the fabric of the community - better

able to serve the needs of the citizens,. Qur charitable nonprofits provrde direct services to _

~ Michigan residents. In communities throughout the state, nonprofits are providing food,
~ childcare, healthcare job trainingand othercrltlcalserwces—helplngto close the gap between
the needs of the community and what support is available through local and state
government. Charities lessen the burden on taxpayers and government and are a good

. rnvestment

The Urban Institute, an mdependent research organlzatlon that provides nonpartisan anaIyS|s :
and expertlse to polrcy issues, reports that mvestments in charrtable nonproflts pay high
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drwdends for taxpayers and the economy as a whole. They report that thereisa 3:1 return on
investment for-each dollar spent.

We are grateful that Sen Brandenburg has taken the first step to addressing this issue.

I'dlike to intrd'duce my colleagues Joan Bowman and Doug Mains. Joan is the External Affairs .
Officer at Michigan Nonprofit Association and Doug is our attorney with Dykema. They WIH:
dlscuss the bill in more detail. -

At Senator Brandenburg s request, MNA and Rob Collier, the presrdent and CEOQ of the Council .-
of Michigan Foundations have had dozens of meetings with the Department of Treasury, the
associations that represent local units of government, and the many stakeholders of the
nonprofit community — which is very large and diverse sector of Michigan's economy.’ We
have worked very hard 1o ensure the process is clear and consistent for- everyone -

Since |ts mtroductlon Sen. Brandenburgs bill has changed significantly. As he stated, the
criix of the bill was to codify the Wexford de0|3|on Michigan's landmark Supreme Court
decaS|on that deals with these kinds of cases. In the Wexford decision, 6 factors were

|dent|f|ed that:must be considered when determlnlng if an organization is a charitable

organization that quailfles for tax exemption.

Wexford specn‘lcally states that these factors “come mto play and must be conS|dered " The
6 factors are nota checkllst that must be met in order to qualify as a chanty '

I'd like to direct your attention to page 8 of the bill. This isthe section that defmes a charitable
institution using the Wexford factors. In Wexford, the first factor stated that a charitable
institution must be a nonprofit organizatlon This is very broad term as the federal tax code
specifies 29 different sets of nonprofit classifications. '

In the Senator’s bill, the first requirement to qualify fdr exemption was changed to specify that
a nonprofit must be a 501¢3. This ensures that orgamzatlons that are tax exem pt are indeed’
chantab!e - public charities and pnvate foundatlons : oo

In addltlon to being a 501c3, an orgamza"tlon then must meet at least 2 of the followmg 4
factors stated in Wexford. - ' : : .

This substitute Ianguage alms-toftighten the qualification for exemption and to ensure that
qualifying organizations are truly charitable. It lessens the fiscal impact from Treasury's.
original estlmate to the current estimate. ' o -

| would l;ke to point out that the current cost estimate mcludes sportsmen s elubs ‘Masons
and other fraternal organizations. While some of these groups can be 501¢3s, many are
registered as 501¢7s or 501¢10s and would not qualify for exemption under this’law, thereby
decreasing the fiscal impact of Treasury’s current estimate even more. '

~ Thank you.
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