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SBC Act 425 Agreement o

You have requested my advrce Whether an mcorporatlon pet1t10n under the' State Boundary
Commission Act is a transfer prohibited under MCL 124, 29 of the Intergovernrnental
Condmonal Transfer of Property by Contract Act (the “495 Aet”) in regards to Whether areas
currently tnder the prov1s1ons ofa 425 agreement can be ncluded for the purposes of

incorporating a village as a Home Rule City.

To fully understand the issue, a general review of the 425 Act is provided. As stated i m The
Conditional Land Transfer Act: Research, Reflections and Policy Recommerdations,’

As the name implies, the “Conditional Land Transfer Act” permits two of more
local units of government to enter into a written agreement to “condltlonally
fransfer” property from one local unit to another. Local units are defined as cities,

townships and villages.

What does it mean to condltlonaﬂy n‘ansfer” Iand under a PA 425 agreement7
When land is conditionally fransferred to another i, for ; ample from
township to a city, it is assumed that “for all purposes™ the fransferted property
comes under the jurisdiction of the local unit to which the property is. transferred.
(PA 1984 No., 425 § 8). ThlS means that the, property becomes subject to the o
property tax levy of the recelvmg unlt the re31dents hvmg in the nansferred area
and non~re31dents Workrng i, the transferred area.are subject to mcome tax, if the
recewmg umit Tevies an income tax (Op Atty Geri. 1994 No. 6826), the’ property
is afforded access to the full scope of services provided by the receiving unit; the
property assessment records and voting records of residents will be transferred to
the recelvrng unit; and the transferred land becomes subject to the planning and
zoning controls of the receiving unit. In short, the transferted area comes under

' The Condltlonal Land Transfer Act: Research, Reflections and Policy Recommendations,
Taylor, Harvey, and Shields (2005) ,
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the complete control and Junsdlctron of the umt to which the land has been
transferred.

At issue is MCL 124.29, which states, in pertinent part:

While a contract under this act is in effect, another method of annexation or '
transfer shall not take place for any portion of an area transferred under the .

contract.

In this matter, there are three 425 agreements in place involving land con‘tiguou‘s:'to‘ the Villa:g:e':_of' '

Dexter (the “Village™) conditionally transferring these specific parcels from Webster Township
(the “Township”) to the Village. An incorporation petition has been submitted to the State
Boundary Commission. The petition seeks the establishment of a new city which includes the
area where the Village is situated, and the area covered by these 425 agreements. The isste
presented ig the effeet of these 425 agreements in relatlon to this .erty meorporahon pet_mon

In the event that the area becomes mcorporated as a 01ty under the Home Rule Clty Act MCL
117.1 et seg, at the time of the meorporanon, the Vﬂlage would no Ionger exrst 'Thus, 1t is’
axiomatic that the 425 agreements would be extmgulshed ds one of the partres to the agreements
(the Village) has ceased to exist, as there can’t be a contract with only one party

Based on the above, it is my conclusion that at the time of the meorpo'ration ofa eity there would
not be any current 425 agreements in place, and thus there could not be a transfer that would be
contrary to the requirements of MCL 124.29. e =t e e e i

I am mindful that MCL 117.14 provides:

117.14 Incorporation or annexation. e

Sec. 14. Whenever, an incorporated village is incorporated as a.city, without change ( of
boundaries, sueh 01ty shall succet to the ownershlp of a11 the p perty of such Vﬂlag and shall

(
village). Id addition, the’ Standard language found m 01ty charters ‘thatthe s elty mtends to
acquire the contractual nghts of the vﬂlage and assume ‘its eontractual hab111t1es Would appear fo

Vlllage Imght seek mcorporatlon asa cﬂ:y in the future and pxrowded some language t6 that effect |

in the Agreement However once the Village is dlssolved at the time of the mcorporatron of the

still exist.

t
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have no application in this sifuation in the absence of authorization by Act 425 for substitution of
contacting parties in an Act 425 agreement.

This memorandum constitutes advice at the Division level and is not the formal opinion of the
Attorney General.

SMR/sh
c: Molly Jason
Gearge Elworth
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