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EXHIBIT OO

Letter from Christopher Geiger to Walter Fratzke
regarding use of federal funds for offsets (August 10, 2005)
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de 1" Office of the Tribal Attorney
) Keweenaw Bay Indian Community

107 Beartown Road < Baraga, MI 49908
(906) 3537031 < Fax: (906) 353-7174

OFFICE OF POLICY &
RESEARCH DEVELOPMENT

AUG 13 2005

August 10, 2005

VIA FACSIMILE & U.S. CERTIFIED
MATL-RETURN RECEIPT REQUESTED

Mr. Walter A. Fratzke

Michigan Department of Treasury
430 W, Allegan

Lansing, Michigan 48922

Re:  Offsets - Keweenaw Bay Indian Community
Dear Mr. Fratzke:
1 am writing-on behalf of the Keweenaw Bay Indian Comnmmnity, a federally recognized -

Indian tribe (the “Community”), to follow up on our fax message of May 25, 2005 and letter of

June 15, 2005 regarding the Michigan Department of Treasury’s unlawful offsets of funds
belonging to the Community and its members.

I understand that the Department’s offsets have been made with respect to the following
fund categories in the following amounts:

Fund Category

Offset Amount
Federal Medicaid Program _ _ - § 4,157.61
Federal Women, Infant & Children (“WIC”)

Program : $ 28,670.42
Federal Safe and Stable Families Program - §  410.00
Federal Child Day Cére Program $ 928.28
State Motor Fuel Tax Refunds | §55623.48

Total: $ 89,789.79

L'Anse Federal Indian Reservation
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Mr. Walter A. Fratzke
August 9, 2005
Page 2

Each offset is identified specifically in Attachment A to this letter.

In your letter of June 28, 2005, yoﬁ requested further explanation of the Community’s

position regarding the Department’s offsets. The offsets are unlawful for at least the following,
reasons:

1. There was no basis for the sales tax deficiencies asserted by the Department for
1993 and 1994, because the legal incidence of the Michigan sales tax falls on the seller. Sims v.
Firestone Tire & Rubber Co., 397 Mich. 469, 245 N.W.2d 13 (1976); Federal Reserve Bank of
Chicagp v. Department of Revenue, 339 Mich. 587, 64 N.W.2d 639 (1954); National Bank of
Detroit v. Department of Revenue, , 334 Mich. 132, 54 N.W.2d 278 (1952); Mich. Att’y Gen.
Op. No. 7062 (Oct. 4, 2000). Because the Community is the seller, Michigan sales tax cannot be

imposed on the Community under Oklahoma Tax Commission v. Chickasaw Nation, 515 U.S.
450 (1995).

2. There also was no basis for the use tax deficiencies asserted by the Department
for 1993 and 1994. The Department’s audit reports indicate that the asserted deficiencies arose
from room rentals, bowling shoe rentals, and related charges for services provided by the
Community in its gaming and related enterprises. The Michigan use tax canmot be imposed with
respect to these services under the principles set forth in Chickasaw Nation, White Mountain
Apache Tribe v. Bracker, 448 U.S. 136 (1980), and similar cases, because the federal and tribal
interests against the tax outweigh any legitimate interests of Michigan in imposing the tax and
also becanse imposition of the tax would infringe on the Community’s rights of tribal self-
government and violate its inherent sovereign right to make its own laws and be ruled by them.

3. The Department improperly has included interest and penalties in the sales and
use tax liabilities asserted to be owing for 1993 and 1994, Both the examining agent and the
hearing referee reached the conclusion that interest and penalties could not be imposed with
respect to any sales and use tax liabilities of the Commumity for 1993 and 1994.

4, Regardless of whether there is any legal basis for the sales and use tax liabilities
asserted to be owing for 1993 and 1994, the offsets themselves violate federal Indian law under
balancing of interests and sovereignty infringement principles.

5. Although the Department relies on “the common law right of the State to set off
any liquidated sums which may be due it by a citizen against any refund or income tax which

may be due the citizen,” enunciated in Whispering Pines AFC Home, Inc. v. Department of
Treasury, 212 Mich. App. 545, 553, 538 N.W.2d 452, 456 (1995), to justify the offsets, the sales

and use tax liabilities asserted to be owing for 1993 and 1994 are not “liquidated sums” because
the Community disputes that these liabilities are owing. See County of Wayne v. State

o8 ONNRM1 I
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Treasurer, 105 Mich. App. 249, 254, 306 N.W.2d 468, 471 (1981) (offset improper where county
disputed liability and State Treasurer never sought judicial determination of amount duse).

6. Finally, there are additional reasons why the offsets of the federal program funds
are illegal. Federal appropriations shall be applied only to the objects for which the
appropriations were made, except as otherwise provided by law. 31 U.S.C. § 1301(a). The
federal government itself is forbidden to offset Medicaid, child day care, safe and stable families,
and WIC program funds under the Debt Collection Improvement Act of 1996, Pub. L. 104-134,
110 Stat. 1321 (Apr. 26, 1996) (“DCIA”), codified at 31 U.S.C. § 3716(c)." It is axiomatic under
the Supremacy Clause of the U.S. Constitution, therefore, that state governments also are
forbidden to offset these program funds. In addition, these program funds must be used by the
Commumty for payments or delivery of services to Community members and other third parties.
Even if the common law offsets doctrine could be applied in this situation (which it cannot),
offsets can never be proper under this doctrine with respect to funds earmarked for persons other
than the purported debtor. When the Department attempted similar offsets of the Community’s
federal program funds in late 2002 and the Community protested the offsets, it is my

understanding that the Department agreed with the Community that such offsets should be -
reversed.

The Department’s offsets have caused and will continue to cause irreparable harm to the
Community, because they violate the federal treaty rights of the Community and its members,
constitute an affront to the Community’s sovereignty recognized by longstanding federal law,
threaten the Community’s government operations and continued vitality, and diminish
Community funds and resources available to provide essential governmental services and
employment for Community members.

By this letter, the Community demands that the Department reverse the offsets and pay

over the federal funds and gasoline tax refunds to the Community. The Community expects that
the Department will do so by August 17, 2005.

Tunderstand that the Medicaid, child day care, and safe and stable families programs are
provided for under the Social Security Act, 42 U.S.C. chapter 7. Except in circumstances not
relevant here, amounts payable under the Social Security Act are exempt from federal offset
pursuant to the DCIA. 31 U.S.C. § 3701(d)(2). WIC program payments have been exempted
from offset by the Secretary of the Treasury pursuant to 31 U.S.C. § 3716(c)(3)(B). See
Treasury Offset Program: Payments Exempt from Offset by Disbursing Officials ([Federal]

Nontax Debt Collection), <http://www.fins.treas.gov/debt/dmexmpt.pdf>, a copy of which is
attached as Attachment B.

29
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To the extent that the offsets may be viewed by the Department as payments of
outstanding tax liabilities of the Community, and to the extent that a claim for refund may be
- viewed by the Department as required to preserve the Community’s right to refund of such

payments under applicable law, the Community intends this letter to constitute a claim for refund
of such payments, plus interest under applicable law.

So that there is no question that the Department has been fully apprised of the
Community’s position in this matter, we are directing copies of this letter and Attachments A and

B to Michigan Treasurer Jay B. Rising and Department Collection Division Administrator
Michael Reynolds.

The Community is hopeful that this matter can be resolved promptly on a government to

government basis.
% vy
A

Chnstoph iger, Pepylty Tribal Attorney

Afttachments

cc: State Treasurer Jay B. Rising
Treasury Collection Division Administrator Michael Reynolds

30
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Attachment A

Michigan Department of Treasury
Offsets of Funds
Belonging to Keweenaw Bay Indian Community
and its Members

Michigan
Payment
Date Amount Number Fund Category
05/10/05 $1,293.08 225895907 Federal Medicaid Program
05/10/05 $369.23 225895899 Federal Day Care Program
05/17/05 $445 .47 225938032 Federal Medicaid Program
05/25/05 $935.34 226019727 Federal Medicaid Program
05/25/05 $410.00 226019728 Federal Safe aﬁd Stable Families
Program

05/31/05 $692.28 226057393 Federal Medicaid Program
06/01/05 $403.20 226076967 State Motor Fuel Tax Refunds
06/02/05 $9,316.84 226682286 State Motor Fuel Tax Refunds
06/07/05 $28,670.42 226136237 Federal WIC Program
06/07/05 $791.44 226136236 Federal Medicaid Program
06/07/05 $559.05 226136229 Federal Day Care Program
06/08/05 $45,903.44 226187624 State Motor Fuel Tax Refunds

4815-5451-0336\1 8/9/2005 3:55 PM
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Attachment B
TREASURY OFFSET PROGRAM

Payments Exempt from Offset by Disbursing Officials

(Nontax Debt Collection)

Page 7 of 82

PR P

"~ "PAYMENTS EXEMPT BY. FEDERALLAW =7 -

‘Paymiegt Ageney . © TypeofRaymint o : o0 o | iStatatbry Bemption,
Department of Education Payments under a program administered by the Secretary of Education 31 USC.
under Title IV of the Higher Education Act of 1965 3TL6(c)(1YC) .

Department of Veterans Affairs

Payments of benefits under any law administered by the Secretary of
Veterans Affairs, including:

* Pension programs

* Parents= dependency and indemmity compensation programs -

* Disability and death compensation

* Dependency and indemnity compensation

* Monetary educational assistance

* Monetary benefits under training (including work study allowances)
and rehabilitation programs

* Special monetary benefits

* Life insurance payments

* Funeral and burial expenses

* Financial assistance for adapted housing and automobile equipment
* Minimum incorne widow

* Special allowance under 38 U.8.C. * 1312

* Attorney fees withheld from retroactive benefits for representation at
the Board of Veterans Appeals

"* Clothing allowance

* Apportionment funds
* Accrued benefits
* Child support withholdings

* Reimbursements for travel, medical, rehabilitation, and health care
related needs and activities

38 US.C. ' 5301()

Department of the Treasury

Payments under the tariff laws

31 U.S.C. ' 3701(d)

Department of Labor/Social

Payments under the Black Lung Benefits Act, other than payments under

30 U.S.C. * 932(n)

Security Administration PartB [incorporating

33U.8.C. ' 91§)
Department of Labor Longshore and Worker=s Compensation Act payments 33US.C. ' 916
Railroad Retirement Board Tier 2 Railroad Retirement benefit payments 45US.C. ' 23Im
Departinent of Agriculture Federal Crop Insurance indemnity payments TUS.C. ' 1509
Departiment of Defense Survivors benefits (military retirement) payments 10U.8.C. ' 1450(1)
Department of Defense Medal of Honor pension payments

38 US.C. ' 1562(c)

Social Security
Administration/Department of
Health and Human Services

Payments made under the Social Security Act, except to the extent
provided under 31 U.S.C. ' 3716(c} [Debt Collection Improvement Act]

31 US.C. ' 3701(d)

Federal Emergency
Management Agency

Payments made under the Cerro Grande Fire Assistance Act (covering
claims resulting from the wildfire in New Mexico in May 2000)

Public Law 106-246

-1-

32

rev. March 2005
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. PAYMENTS EXEMPT BY FEDERAL LAW .. e e
FOR COLLECTION OF STATE NONTAX DEBTS AND PAST—DUE SUPPORT OBLIGATIONS A
Payment Agency _ IR . Type of I'ayment . Statutory Exemptwn
ST ey T _ . (US.Code) "~ -
See above All payments listed above as APayments Exempt by Federal Lawa See above
Railroad Retirement Board Railroad Retirement benefit payments 450U8.C. " 231m,

31 US.C. ' 3716(h)

Social Security Administration

Payments made under the Social Security Act 31 0.S.C. ' 3701(d),

31 US.C. ' 3716(h),
42US.C. ' 407 and
42U.8.C.  1383(d)(1)

Department of Labor/Social

Payments under the Black Limg Benefits Act

3LUS.C. ' 3716(h),

Security Administration 30U.5.C, ' 932(a)
[incorporating
3BUSC. 1 916]

-;."' .. PAYMENTS EXEMET BY ACTION OFTHE . '
L ha 'SECRETARY OF THE TREASURY (31 U.5.C.-+ 3716(c)(3)(B))
[ P:i.ymen-t"Agén'cj . . Type of Payment =
All Agencies

Federal Loan payments other than travel advances [see 31 CFR 285.5 (e)(2)(vii)]

Social Security Administration

Social Security Supplemental Security Income (SSI) benefit payments

Federal Old-Age, Survivors, and Disability Insurance (OASDI) benefits being offset internally by
8SSA

Departient of Agriculture

Department of Agriculture, Food and Nutrition Services benefit payments made under the following
programs:

* Food stamp progtam

* Nutfrition assistance program for Puerto Rico

* Special supplemental nutrition program for women, infants, and children (WIC)
* WIC farmer=s market nutrition program

* National school lunch program

* Summer foed service program

* Child and adult care food program

* Special milk program for children

* School breakfast program

Payments made under the following Rural Development programs:
*Multi-Family Rental Assistance program

*Community Facilities direct loans and grants

*Single Family Housing-Homeownership direct loans and grants
*Bingle Family Housing-Technical Assistance granfs
*Multi-Family Housing direct loans and grants

*Multi-Family Housing Preservation grants

*Business and Industry direct loans

*Intermediary Relending direct loans

*Rural Business Opportunity grants

*Rural Business Enterprise grants

*Rural Bconomic Development direct loans

-2- rev. March 2005
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*Water and Waste Disposal direct loans and grants

-3- rev. March 2005
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Federal Emergency Federal Emergency Management Agency payments under the following disaster relief and
Management Agency emergency assistance programs:

* Individual & family grant program

* Digaster housing

* Crisis counseling assistance & training

* Disaster unemployment assistance

* Cora Brown fund (disaster aid)

* Cornmunity disaster loan

* Public assistance to states & local governments
* Fire suppression assistance

* Urban search & rescue

* Assistance to Firefighters Grant Program

Department of Justice Payments to eligible claimants pursuant fo the September 11™ Victims Compensation Fund

Pension Benefit Guaranty Pension Benefit Guaranty payments as follows:

Corporation * Premium refunds to pension plans and plan spensors

* Financial assistance to multiemployer plans

* Contractor bank payments to participants and beneficiaries

Department of Housing and Payments under the following programs:
Urban Development *Annual Contributions for Operation of Low-Income Honsing Projects
* Contributions for Low-Income Housing Projects (Development)
* Public Housing Modemization Program (Modernization)
*Lease Adjustments
*Section 8 Low-Income Housing Assistance (Rental Voucher Program
* Section 8 Counseling; Family Self Sufficiency (excluding payments for administrative costs)
*Revitalization of Severely Distressed Public Housing (Hope VI)
*Public and Assisted Housing Drug Elimination
*Family Investment Centers

*Indian Homeownership Program (Mutual Help Homeownership) grants

*Hope 3 Program (HOPE for Homeownership of Single Family Homes)

*Home Program (HOME Investment Parinerships)

*Section 8 Payment

*Rental Assistance Section 236

*Direct Loans for the Elderly or Handicapped Section 202

*Rental Supplements (Section 101)

*Safe Neighborhood Grants

*Drug Elimination Grants

*Two Homeless Assistance Programs (Supportive Housing, Emergency Shelter Grants, Shelter Plus
Care Program and Section 8 Moderate Rehabilitation Single Room Occupancy Program)

*Home Equity Conversion Mortgage Program

*Flexible Subsidy Program

*Mark-to-Market Portfolio Reengineering Dernonstration Program

*Community Development Block Granis to municipal governments, counties and fownships

*Housing Opportunities for Persons with Acquired Immune Deficiency Syndrome (HOPWA)
*QGrants to Historically Black Colleges and Universities

*Service Coordinator and Congregate Housing Services Programs

rev. March 2005
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Department of Health and
Human Services

Payments under the following:

*Vaccine Injury Compensation Program (other than death benefits)

*Tribal Law 93-638 Contracts/Compacts

*to National Institutes of Health Clinical Center patients

*Ricky Ray Hemophilia Relief Fund Act of 1998 (Ricky Ray Fund)

Payments to small, non-profit organizations and/or Indian Tribes/Tribal organizations serving areas
for which no altemative organization is available to provide the grant-specific services under the
following programs:

*Head Start

*Abandoned Infants

*Native American

*Transitional Living

*Refugee Assistance-Voluntary Agency

* Community Services Block Grant

*Refugee and Entrant Assistance

*Family Support Center and Gateway Demonstration

*Runaway and Homeless Youth

*Drug Education and Prevention for Homeless Youth

*Youth Initiative and Youth Gangs

*Older American Grants for Native Americans

Department of Interior

Payments made to Indian tribes and tribal organizations under the provisions of the Indian Self-
Determination and Education Assistance Act

rev, March 2005
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FROM: Christoph Geiger, Deputy Tribal Attorney

. RE: Offsets — Keweenaw Bay Indian Commnunity

Office of the Tribal Attorney
Keweenaw Bay Indian Community

107 Beartown Road < Baraga, MI 49908
(906) 3537031 < Fax: (906) 3537174

FAX COVER SHEET

TO: Walter Fratzke, Office of Tax Policy
FAX: 517-241-4267

DATE: August 10, 2005

MESSAGE:

Attached is a'letter regarding the Michigan Departrent of Treasury’s unlawful offsets of
funds belonging to the Community and its members, as well as two enclosures. (We are also
sending a hard copy by standard first class mail.)

Number of pages, including this cover page:

11

retransmission.

If there is a problem with transmission or if all pages are not received, please call 906.353,7031 for

- |without making 2 copy. Thank you. .

4

This message is intended only for the use of the individual or entity to which it is addressed, and may contain information
thatis PRIVILEGED, CONFIDENTIAL and exempt from disclosure under applicable law. If the reader of this message is
not. the intended recipient, or the employee or agent résponsible for delivering the message to the intended recipient, you are
hiereby notified that any dissemination, distribution or copying of this communication is strictly prohibited. If you have|

received this communication in error, please notify us immediately by telephone, and return the original to us by mail|-

p.1

L'Anse Federal Indian Reservation

Recelved Time Awe 10 19:19PM - 37
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EXHIBIT PP

Paul Peterson, KBIC voters to determine state tax issue,
The Mining Journal (December 18, 2002)
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Wednesday, December 18, 2002

Marguette, Michigan THE UPPER PENINSULA'S LARGEST DAILY NEWSPAPER.

Online Version

KBIC voters to determine state tax
issue

By PAUL PETERSON

Journal correspondent

BARAGA — Keweenaw Bay Indian Community voters may decide as early as next month whether its businesses -
should collect state taxes from non-Indians making purchases on the reservation.

KBIC Tribal Chairman Bill Cardinal said the council voted Monday to set an election on the matter as soon as possible

“The council felt the people of the community should decide this by referendum,” Cardinal said Monday evening. “I

don’t believe such an election could take place any sooner than January or February.”

The proposed agreement between the KBIC and the state calls for tribal businesses to collect sales taxes on items
purchased by non-Indians and send the taxes to the state.

Under the agreement, the KBIC would receive a certain percent of the tax money collected from non-Indians and
receive other exempuons from the state.

The question of a waiver of immunity in regard to the fribe’s sovereignty was one of the key issues brought up at a
forum held last Friday in Baraga. More than 125 people attended. .

Cardinal, who previously said he believes the agreement would benefit the tribe, added that it was his understanding
Engler administration was hoping to have the property tax agreement signed by Friday.

“That can’t possibly happen,” Cardinal said. “Things like this take time to set up.”

The question of tribal members having to pay property taxes is an entirely different issue. Cardinal said tribal attorney:
are continuing to discuss that matter with state officials.

Back to Top

This site is owned and operated by Ogden News Publishing of Michigan © 2002.
o =

hitp://www miningjournal. net/archive/2002news/12-deceder/12-18 7. html 12099 }i(
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EXHIBIT QQ

Letter from John Baker to Jay Rising regarding claims for
refunds for taxes paid on vehicle transactions

(August 31, 2005)
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Office of the Tribal Attorney
Keweenaw Bay Indian Community

107 Beartown Road < Baraga, MI 49908
(906) 353-7031 4 Fax: (906) 3537174

COPY
August 31, 2005

Jay Rising, State Treasurer
Michigan Department of Treasury
Treasury Building

430 W, Allegan St.

Lansing, MI 48922

via: UPS Overnight

Re:  Sales/Use Tax Refund Request - Kewsenaw Bay Indian Community

Dear Sir or Madam,

By this letter, the Keweenaw Bay Indian Conumunity (the “Community™), on behalf of
members of the Community and/or on behalf of the Commumity itself, files claims for refinds of
Michigan sales and use tax paid by the members for the period Angust 2001 through July 2005
with respect to motor vehicles purchased by them. As explained in more defail below, imposition
of Michigan sales and use tax with respect to this property is invalid as a matter of federal law.

Enclosed with this letter you will find a spreadsheet including the names of the tribal
mernber purchasers of the motor vehicles, the tribal members’ Enroliment Numbers as proof of

their tribal membership, Year and Make of the motor velicles and the amount of taxes pa%d. The
spreadsheet is referred to as “Aftachment A™. Also enclosed you will find a packet including

forms titled “Sales Tax and Use Tax Refund Request” together with documents evide.ncing the
amount of taxes paid by the tribal members. Bach purchase of a motor vehicle by a 11113.211
member is documented by one form and one receipt. The names of the tribal members included

in Aftachment A correspond with the names of the fribal members included on the forms and
documents. As you can see fiom the forms, the individual member purchasers have assigned
theirright for a tax refund to the Community.

A, Factual Backeround

The Community is a federally reco gnized Indian tribe organized and operating under a
Constitution and Bylaws approved by the Secretary of the Interior on December 17, 1936,
pursnant fo the Indian Reorganization Act of 1934, 25 U.S.C. § 476, The Community exercises
powers of self-governance and sovereign jurisdiction over the Reservation, which is located on
both sides of the Keweenaw Bay of Lake Superior in Baraga County, Michigan, as well as over

other lands held in trust for the Community by the United States outside the Reservation. The
Conwunity’s governing body is its Tribal Council, consisting of 12 persons elected by the
enrolled members, six each from the L’

Anse and Baraga Districts on the east and west sides,
respectively, of the Keweenaw Bay. '

L'Anse Federal Indinn Reservation
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Tay Rising 08/31/05

The motor vehicles at issue were sold to members of fhe Community by various car
hips. The car dealerships in Michigan charged the members the Michigan sales tax

ed with respect to the velicles. These members live and garage their vehicles on the
Community’s Reservation.and trust lands.

dealers
Impos

In Apri} 2005, the Michi gan Tax Tribunal, Small Claims Division, held in Todd Chosa v.
Michigan Depariment of Treasury, MTT Docket No. 283437 (2005), that the pefitioner is
entitled 1o a refund of Miichigan use tax paid to gether with interest and filing fees. The case

involved the purchase of an out-of-state vehicle by a Community member and the imposition of
Michigan Use tax on that purchase. The case will be discussed in more detail below.

B. Pertinent Michigan Sales and Use Tax Statutory Provisions and Other Authorities

Mich. Comp. Laws § 205.52 imposes 2 sales tax on all “persons engaged in the
business of making sales at retail”

generally equal to 6% of the gross proceeds of the business
less deductions allowed by the act.

Mich. Comp. Laws § 205.93 imposes a use tax on “every person . . , for the privilege of

using, storing, or consuming tangible personal property in this state” at a rate equal to 6% of the
“price” of the property.

Mich, Comp, Laws § 205.92(g) defines “consumer” for purposes of the use tax fo mean

“the person who has purchased tangible personal property . .. for storage, use or other
consumption in this state”, ‘

Mich. Comp. Laws § 205.92(f) defines “price” for purposes of the use tax to mean “the
aggregate value in money of anything paid or delivered, or promised to be paid or delivered, by a
consumer {o a seller in the consummation and complete performance of the transaction by which

tangible personal property or services are purchased or rented for storage, use, or other
consuwmption in this state.” '

Mich. Comp. Laws § 205.95 provides that ©

[elvery seller shall collect the [use] tax
imposed by this act from the consumer.” .

Mich. Comp. Laws § 205,73(1) provides that “[tIhis act does not prohibit any taxpayer
from reimbursing himself or herself by adding to the sale price any tax levied by this act.”

C. Federal Indian Law Cases and Principles

The United States Supreme Court held in Oklzhoma Tax Commission v. Chickasaw

» 315 U.S. 450 (1995), that if the legal incidence of a state tax falls upon a tribe or a fribal
member, with respect to property located within Indian country, the imposition of the tax is
categorically barred as a matter of federal law (absent explicit Congressional permission to the
confiary). In cases in which the legal incidence of a state tax rests on a non-Indian in similar
circumstances, no categorical bar prevents imposition of the tax, Rather, a preemption analysis

Nation
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Jay Rising 3 08/31/05

balancing federal, tribal, and state inferests is 1
the non-Indian. If the balance of interests tiis
federal law is not to the contrary,
the non-Indian bearing the legal §
1o be categorically preempted un
Comm’n, 448 U.S. 160 (1580);
(1965). “Indian country™ i
mcludes the Community’

sed {o determine whether a state may validly fax
against the state’s interest in imposing its tax, and
the state may not impose its {ax. Id. at 459. In cases in which
ncidence of a state tax is an Indian trader, the tax has been held
der the balancing test, Central Machinery Co. v. Ariz. State Tax
Warren Trading Post Co. v. Arizona Tax Comm’n, 380 U.S. 685

s defined for these purposes as sef forth in 18 U.S.C. § 1151 and
s Reservation and frust lands. ‘

In the following cases, the United States
held state faxes imposed on Indians and non
Indians 1o be invalid under balancin g ofint

Supreme Court or other federal appellate court

-Indians with respect {o fransactions affecting
erests analysis:

» In Bryan v. Itasca County, 426 11.S. 373 (1976), the Supreme Court held
that in the absence of Congressional authorization, the State of Minnesota lacked the power to-
levy a personal property tax on a mobile home which was owned by a tribal member and had its

situs on that tribal member’s reservation; even though the State of Minnesota had been granted
civil jurisdiction under Public Law 280,

* InMoe v. Confederated Salish & Kootena Tribes, 425 U.S. 463 (1976),
the Supreme Court held, among other things, that the State of Montana did not, under the

Supremacy Clause, have the power to impose a personal property tax on motor vehicles located
within the reservation and owned by tribal members.

* In Washington v. Confederated Tribes of Colville Indian Reservation, 447
U.8S. 134 (1980),

the Supreme Court held, among other things, that motor vehicle excise ta?ces
counld not be imposed on vehicles owned by tribal members and used on or off the reservation.

* In Oklahoma Tax Commission v. Sac and Fox Nation, 508 U.S. 114 _
(1993), the Supreme Court held that the State of Oklahoma may not impose vehicle excise taxes
and registration fees upon Indians who live and garage their vehicles in Indian country.

* In United Stafes v. State of Michigan, 851 F.2d 808 (6 Cir. 1988),

rehearing denied (August 1988), the United States Court of Appeals for the Sixth Circuit held
that the legal incidence of the Michigan sales tax is on the retail purchaser, not the retail seller.
1d. at R08. The Court concluded that

state law clearly indicates the state legislature’s intent that
the tax be passed on the purchaser”, Id.

D. State Cases

As already mentioned above, in Todd Chosa v. Michigan Department of Treasury,
MTT Docket No. 283437 (2005), the

Michigan Tax Tribunal, Small Claims Division,
held that the pefitioner, a Community

member, is entitled to a refund of Michigan use tax
paid together with interest and filing fees. 1d. at 4. The case involved the purchase _of an
ouf-of-state vehicle by the petitioner. When the petitioner applied for a Michigan tifle for

the motor vehicle at the Michigan Secretary of State office, he was charged $ 979.26 in

92
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use tax together with a title fee of § 11,

The motor vehicle is used by the petitioner both inside and outside the
Community’s reservation. The vehicle hds been housed within the reservation boundaries since
its purchase. Based upon its findings of fact and the applicable statutory and case Jaw, the
Tribunal concluded that petitioner’s-out—of—state-purchase of the motor vehicle is not subject to
ithout express anthorization by sfatute, it is

Improper to impose the tax in this case as the U.S. Consfitution prohibits such”, 1d.

One of the cases eited b
the State of Washington, 28 W
Court of Appeals held that nej
maotor vehicles owned b
the tribe’s reservation.

y the Chosa Court, is ] K. Wofford v. Department of Revenue of
ash App 68, 622 P2d 1278 (1980). In Wofford, the Washington
ther the state’s retai} sales tax nor its use tax conld be applied to
Y members of an Indian tribe when the vehicles are used both on and off

E. Discussion

Under U.S. v, State of Michigan,
use tax falls upon tribal members with re
imiposition of these taxes is categorically
Congressional permission to the contrary

because the legal incidence of the Michipan sales and
spect to property located within Indian country, the

baired as a matter of federal law. An explicit
does not exist.

Even assuming that the le
taxes also is categorically barred
Trading.

gal incidence of the taxes falls on the retailer, imposition of the
s a matter of federal law under Central Machinery and Warren

In addition, wnder the authority of Chickasaw, Bryan, Moe, Colville, Sac and Fox,

Wofford and Chosa, the imposition of Michigan’s sales and use tax on motor vehicles owned by
members of the Community who live and garage the vehicles on the Reservation is preempted
under the balancing test. The federal and tribal Interests against state taxation derive from the
general federal policies favoring fribal self-government and self-determination that were present
in these and other federal Indian law cases in which state laws were held to be preempted. While
the federal and tribal interests against a fax are strong, Michi gan’s interest in imposing its sales
and use tax is minimal. These taxes serve merely a general revenue raising purpose.

The Chosa decision involves

the imposition of a use tax on 2 motor vehicle purchased out
of state. Since the use tax is a tax co

mplementary and supplementary to the sales tax and is
designed to protect the sales tax bas

€, the decision of the Chosa Court impacts both sales and use
taxes paid by individual members of the Community who live and garage their vehicles on the
reservation,

Section TI{A)(2)

(c) of the tax agreement that Michigan entered into with seven tribes
provides for the same re

sult, consistent with federal law:

¢. Resident Tribal Members are exempt from both the sales tax and

93 2006/114
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use tax on the following items repardless of where purchased or used provided
they are purchased for non-commercial, personal use and principally garaged,
berthed, or stored within the Agreement Area:
i. Passenger vehicles, includin g automobiles, pick-up
trucks, recreational vehicles and motorcycles; ...
This provision of the tax agreement constifutes an admission by the State that
Community members who live.and garage their vehicles on the Community's Reservation and

rust lands are not subject to sales tax and use tax on the vehicles as clearly stated in federal case
law on this subject.

I, Reflund Reguest

By this letter, the Community demands that the State of Michigan refund the sales and

use taxes described in Aftachinent A in the amount of $284,957.07 to the Community, plus
interest as provided for under applicable law.

Please contact me at

(906) 353-7031 if you have any questions in connection with this
claim for refund.

"Thank you for your time and prompt attention to this important issue.

Very truly yours,

Cj/éﬂ/ Btter

John R. Baker
Tribal Attorney

Enclosures

ce: John Wermet, Deputy Legal Counsel, Executive Office of the Governor

Susau LaFemier, Tribal Council President
Jenmifer Misegan, Tribal Couneil Treasurer

g4 2006/11/
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Letter from Jennifer Misegan to Menash Modie regarding
net win payments (December 19, 2005)
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KEWEENAW BAY INDIAN COMMUNITY

Keweenaw Bay Tnbal Center

) . 10? Beartown Road . -
2006 THIBAL COUNCIL. IRED BARTTA
SUBANL. LAPERT;!II;R Peeidens Phone (906) 353~6623 HICE IER, SR,
WARREN C. SWARTZ, IR, Vice-Fresident B G 8
3 DEROMIE 1t Skeretiny -F ax KQQE} 353 7540 . ELIZABETH IR
DEREERG. BLAKER, Asit, Seeiets ry ELJJMSLH‘] D MA‘:‘O
TONIJ. MINTON, Treasurer SHAWARLING

DELIVERY BY MESSENGER SERVICE

Degember 19, 2006

Mr. Menash Modie

Mighigan Economic Development Corporation
Suite 200

300 N, Wishington Square

Lansing, M1-48913

Re; 8% Payments Under Consent Judgment
Keweenaw Bay Indian Cermnunity v. State of Michigan, etal
U8, District Court Case No, 2:94-CV-262

Dear Mr. Modie,

Enclosed herewith is the Ojibwa Casino I ¢heck, dated November 28, 2006, in the
amount 6f $732,507.61, as payment of the Net Win from the Marquefte Casine.

Also, enclosed herewith is the OJ]bwa Casino check, dated November 28, 2006, i1 the
amount of $575,463.93, aspayment of 8% of the “pet win” from the Baraga Casino itt the
amount of $641,489.35, after subtracting there from the sum of §66,025.42 (“OffSets™), which.
amountis-owed by the state of Michigan to the Communilty for metot vehiele sales taxespaid by

imembers of the Coniinunity to the state of Michigan. (S es Attachiiént II for the caleuldtions of
the Offsets,)

The enclogéd cheécks have been made payable to the Michigan. Econpmic Developnient

Corporation as the payee designated by the state of Michigan under the terms of the. Consent
Tudgriient,

The reason tliat the Community has made the Offsets is that the State of Michigan has
continually refused to recognize the tax exempt status of the members of the Comimunity when
purchasiiig motor veliieles in Indian country. (For a detailed discugsion of reasons for the

. _ < . , . . KBIC 203405
LAKE SUPERIOR BAND OF CHIPPEWA INDIANS
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Mr. Menash Modie
November 17, 2006
Page 2

Offgets, please see the Community’s lstter to Governor Gratthelm, dafed September §, 2005, a

copy of which was forwarded to your attention.):

-S“?inc@?_ely, .

Toni I. Minton
Treagurer

ce: wi attaclhments

John Wemet, Deputy Legal Counsel, Office of thg Govermer
Susan J. LaFernier, President

KBIC 203404



Case 2:05-cv-00224-GJQ  Document I04-6

8% Offset for Sales and Use Tax for the Baraga Property

4/01/06-9/30/06

SalesfUse Tax Refunds
Apr-06
May-08
Jun-06
Jul-08
Alig-06
Sep-06

State of M| Total Payment

$641,489.35

<$11,637.84
-$7,931.97
-$9,124.80
-$9,016.65
-$13,684.47
-$14.729.69

-$66,025.42

$575,463.53

Filed 11/01/2007

Page 24 of 82



Page 25 of 82

Filed 11/01/2007

Case 2:05-cv-00224-GJQ Document 104-6

9288

TFET0'99
L0186'08
6E°98€782
160089y

vm vhm )

L9 LG TEL

£6°govisLS

{19'g60"/89)

‘n LB w@@ £9)

SE0/9'6p6")

86'966'¢LE'}
BEELY VLG

V5409 2EL

e mB. 1

mu_..”mmwmww ]

- 06°9Z1'EBE

SE'zL8'09}

S8 ZLETOG)

06:97'28 %

§E'TrE 9L

BT TETLELL

{LzD0s'eg)

_EPEe Loz AL

QY7869
Loasyrse )

.mm.ovm,_.oww

om,mm_@ L _‘
94 6€6°250'8

jerel
Qb/6880
90/Le/en
SO/0S/B0
R

40 dog-go Jdy
9D{0E160

g0 d8grgq Jdy
90/ L0/

9070160
go deg-00. Jdy
90/0£760.
a0 dag-gg-1dy
BOA.0/0

7V 440'810'8 90 des-90 xdy

‘W 0 811G WOl SNp SJUNOLULE

10} 948 ol sUol3NPEd L BIoN

o,g osuejeg Bulpud
| efoN, IW Jostelg-tuay ang -
SN SUNOULY =
paliad Jusing +
aouejeg BuruyBag
%9 91815

9,z dsuejeg buipul
sjuatuAed BN -
ang spunoly =
poLsd wanIng 4
asuejeg BuuLibeg

%¢ 1e207]

UIM 101G D|qeSSOSSY
suelonpag oy 9P -
uIAn 101 passilpy =
sabuey? seddoH )+
UM 1015 S5OID)

UIAK JOIS 8jyessassy

._<._.O._.

Low
150

vovysvg
HI0.

aiva

NOILLANDS3a

Qm_z_ms_ou
WY ££:0b
DHZZILL

S3NEL
Lva

9002/0£/60 HONOWHL 900Z/L0/70 SAOIHId HOd

AMVINNNS % YO0 ONY %8 3LVLS

‘SONISYD ¥YMAIro

ALINNWNOD NVIAN! AVE MYNITIMIN

KBIC 203408



Case 2:05-cv-00224-GJQ Document 104-6  Filed 11/0172007 ~ Page 26 of 82

QJIBWA CASING o o . 62
INVOLICE NUMEER. DATE: AMOUNT DISCOUNT )68 72
MEDE112206 11/22 /2008 575,463.93 - .00 B95,463.93
Message : STATE 8%

Far Reorder €2l $41-446- t'mm

.J]BWACASO o SH?IONT'NAJ = B

S T oy %
T OO PANY BHEY {7
KE%!EENA\N BAY "\DM‘.E‘ COMMUN,W 235 GUIﬁ(‘Y "‘ﬁ‘é HANCOCK, k4983t . 6 6 ' 7 2
ST MICHIGAN AVENDE,

BARAGA, MICHIGAN 48508
VIO AFTER D0 DAMS

o BATE CHECGIK.AMOQUNT -
11/28/2006 &%***575,463.953

pay Five Hundred Seventy-Pive Thousand Four Hundred Sixty-Threg ard 93/100
Dgllars

IomHE  MICHIGAN ECONOMIC DEVELOPMENT
OROSE CORPORATTON

300 NORTH WASHINGTON SQUARE
2ND FLOOR

LANSING MI 48913

KBIC 203409
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QJIBWA GASINO || -
INVOICE NUMBER DRTE
MEDC112206M 11/22/2006
Message : STATE 8%

AMOUNT DISCOUNT NE»{.) 23303
732,507.61 .00 732,507.61

s Reorder Cinl) Hit- 930510

{8 THE FACE OF THIS CHECK HAS A SECURITY YOID BACKGROUND PATTER

N-DO-NOT. CASH IF THE WORD VOID IS VISIBLE 'R ©

oy S TEEREA. 7 A S TRLAY, 1 WELLS FARGO BANK MOV
S ~ OJIBWACASING I ARCUEZIE ot 023303
Pl ; KEWEENAW BAY INDIAR COMMUNITY g
e, ON 787 MICHIGAN AVENUE
BABAGA, MIGHIGAN 49903
VOID AFTER 90.DAYS  DATE CHECK ARMOUNT
11/28/2006 $**%%732,507.61

pay Seven Hundred Thirty-Tweo Thousand Five Hundred Seven and 61/100 Dollars

TOTHE MICHIGAN ECONCMIC DEVELOPMENT
CORPORATION

300 NORTH WASHINGTON SQUARE
2ZND FLOOR

LANSING MI 48913

KBIC 203419
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EXHIBIT SS

Letter from Toni Minton to Menash Modie
regarding net win payments (June 5, 20006)



' BAY INDIAN COMMUNIT

—— BayTnba; coper

- gbosTHINAE SO, 107 Beadown Road

SUSAN S EAFERNIER:: Pms\aqenl

Barags; Mlchlgan 49808
Phdne 906} 353-6823

’*Lj{ggfgggm e iy Fax (806) 8537540
EEX ER A Sy
Tﬁf}l!,j NINTOM, Treaprer-
June 5, 2006
Mr, Meash Modfe
Michipan Heonomie Develonment: Corporaties
Sm 2(10

'O'ﬁ.‘ S;qwm

Re: 8% Paynvents Under Consent Iudgm&nf

Reteenaw Bay Indian Commurity v, State of Michigan, stal
.S, Distrigt Court- Case No. 2: %-CV&Z&Z

Dear M, Mode,

Cotapnmity”s vheck, dated May 24, 2006, s this amiguntof
; ] & “net win'* from fhe-Barusa Casing in the.amount of
. aﬁeiz rsubtracﬁn o th Sy the sum of $66,984.07 (“Offsets”), which.amount is
wed:! state of Michigan Comimunity for mptorvelicls sales *baxes pai uby membcrs
\ofthe Commumity to fhe state of Michipas, (See Aftachment | fai- fiie salonlations g
Offsets) Thesmelosed ek has beey nade payable

Thé reasof that the Comutimity bas made the Offsets is thatthe State of Mishizan has
contisually refused o recognize thetay sxempt status of the menibors of the: Commumty when,

purchasing motor véhiclssin Tudi sunity, (For a detailed discussion of réagsons for the.
Offset, please: seg the Commvinity™s Yetter 0 Governor Granholm, dated Septeinber §, 2005,.2
copy of which was forwarded to your attention.).

KBIC 203400

LAKE SUPERTOR BAND OF CHIPPEWA INDIANS



M. Menash Modie
June 5, 2006
Page 2

655, Adso siidtosed fs the Comthunsty’s check, datedMay 25, 200%, fi the amountof

The enclosed cheok has been made pagable-to th

as the payes desighated by thie state of Michigan nnder theiterms ofthe Consent Fadgment,

Sincerely,

Tom 3. Miiiten,
Treasuer

 eor i aftachmisnts:
Joln Wernet, D
Susan J. LaFemiay;;

ase-2:05-ev-00224-G3Q—Document104=6 ___Filed 11/01/2007. .Page310f82. .. .

91.97, as payment of 8% of the “netwin” froni the Chocolay Casino (Ojibwa Casing 11,
ie Michigan E¢onomic Developrient Corporation

& 3 .
¥ X { B

KBIC 203401
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Attachment I

8% Offsst for Bales and Use Tax for the Bara ga Prope ty

gaiesefélse Tax Reiupd Requests for \fehmfe Purchases

Nov. 05
e, @5

?Fbtai‘:-er:@nﬁ; Requests .35“5 98 A7 07

Stgteof MI Toig) Paymsnt. 5485 808.80.

- KBIC 203402
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SiU“Pﬁ,RT%H RATIOHNL %m
235 omﬂw HANGOBK;, il 49980

I FMICHIGRR AVENIE
‘BARAGA, {1 4d808

VOIDAFTER gaDAYS:

PAY FOUR HUNDREY EIGHTY-FIVE THOUBANR #¥%%%xotmisn s 0w Seisrwes
NINE HUNDRED EIGHT AND 407100 DOLLARS

forfe MICHTGAN ELOMOMIC DEVELOPHMENT
OROER cORPORAT 30N
300 N WASHINGTDN S&, SND. FLODR
LANSTNE! _ M1 48713

s, W 28908

VOB AFTER 90 DAYS o TRTE | CHECK AMOUNT

ELLS By K
!&?h‘HQLJETTE FA9REE
el —

: ; «L» S/R5/06 #EE 58y 051 P
‘Ygzx HUNDRED FLETY~EIBHT THDUSAND %% 00w s 545 5 it e % S i s e
PEY c e Te-OhE AND BT A100 DELLARS

Q g VIICHIGAN ECOMEMIC DEVELOPMENT
n‘g CORPERAT TN
300 N WASHINBTON S&, SND FLOOR
LANBING MI 48913

o iimn..

KBIC 203403
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EXHIBIT TT

Community’s response to Defendants’
Second Set of Interrogatories (May 11, 2007)



L
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UNITED STATES DISTRICT COURT
FOR THE WESTERN DISTRICT OF MICHIGAN

KEWEENAW BAY INDIAN COMMUNITY,
- a federally-recognized Indian tribe, on its own
* behalf and as parens patriae for its members, Hon. Gordon T, Quist

Plaintiff, | Civil Action No. 2:05-CV-0224

V.

ROBERT J. KLEINE, Treasurer of the State of
Michigan; JAY RISING, former Treasurer of
the State of Michigan; MICHAEL
REYNOLDS, Administrator of the Collection
Division of the Michigan Department of
Treasury, WALTER A. FRATZKE, Native
~ American Affairs Specialist of the Michigan

. Department of Treasury; and TERRI LYNN
LAND Secretary of State of M1ch1gan

Defendants,

KEWEENAW BAY INDIAN COMMUNITY’S RESPONSE TO DEFENDANTS’ -
SECOND SET OF INTERROGATORIES, REQUEST FOR PRODUCTION OF
DOCUMENTS AND REQUESTS FOR ADM]SSION 7
TO: DEFENDANTS XLEINE, RISING, REYNOLDS, FRATZK_E AND LAND AND
o THEIR ATTORNEYS MILLER, CANFIELD, PADDOCK AND STONE, P.L.C., ONE
MICHIGAN AVENUE, SUITE 900, LANSING, MI 48933-1609
Plaintiff Keweenaw Bay Indian Community (the “Community””) submits this Response to _.
Defendants’ Second Set of Interro gatories, Request for Production of Documents and Requests
for Admissions to Plaintiff Keweenaw Bay Indian Community (the “Discovery Requests™),
stating as follows:
GENERAL OBJECTIONS

The following objections shall apply to each Discovery Request and are hereby

mcorporated into each response.
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(&) . Tothe Community’s knowledge, the transactions with Ferrellgas and RE involved

sales taxes, and the transaction with BTC involved sales and use taxes.

Document Request No. 6: Please produce all documents consulted for, relied on for
or related to your answer, ‘

OBJECTION: The Community objects to this Document Request on the grounds that it
relates to an Interrogatory that seeks information that is imrelevant and not reasonably calculated
to lead to the discovery of admissible evidence, is vague, is overbroad and unduly burdensome
and secks information that has previously been provided to Defendants. The Community further
objects to_this Document Request on the grounds that it calls for production of documents that
have previously been produced by the Community or by Defendants or that otherwise are in
Defendants’ possession.

RESPONSE: Subject to and without waiving any of the foregoing objections, the
Community states that in preparing the Answer to Interrogatory 6, the Community consulted and
. relied on the Affidavit of Jennifer S. Misegan in Support of Plaintiff’s Motion for Partial

Summary Judgment filed on September 29, 2006 and Exhibits B and F to such Affidavit, which

are already in Defendants’ possession.

1. Has the Community or its members ever claimed or obtained an exemption
from Michigan sales or use tax other than through pre-approval from Defendant Walter
FEratzke? If the answer is in the affirmative, please provide the following;

(a) Describe the transaction, including without limitation the purchaser, the
retailer, whether the retailer was a licensed Indian trader under 25 CFR, part 140, the type
and quantity of goods or services purchased, the transaction date, the specific location
where the transaction occorred, and whether the goods or services were purchased for
individual or Community use. If the goods or services were puxchased for individual use,
‘were they purchased for a commercial purpose? If the goods or services were purchased
for Community use, were they purchased for an essential governmental purpose?

(b)  Identify and describe the basis for the claimed exemption.

(c) Identify any person or entity that bestowed and/or confirmed the exemption.

15
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(d)  Explain how the exemption was obtained, including without limitation the
process for establishing entitlement to the exemption, what means the Community or its
members used to demonstrate to retailers entitlement to an exemption, and whether the
Department of Treasury provided written authorization for use of those means,

OBJECTION: The Community objects to this Interrogatory on the grounds that it seeks
information that is irrelevant and not reasonably calculated to lead to the discovery of admissible
evidence, is vague, overbroad and unduly burdensome, and seeks information that has previously
been produced by the Community or by Defendants or otherwise is in Defendants’ possession.
In addition, the Community objects to Defendants’ use of the term “exemption.” This case
involves tax immunities conferred by federal law, not tax exemptions conferred by the State of
Michigan.

ANSWER: Subject to and without waiving any of the foregoing objections, the:
Community states as follows:

With respebt to the Community’s own purchases, for the period since 1999, the
Community believes that it has not claimed or obtained any “exemption” from Michigan sales or
use tax from any representative of the Department of Treasury or the State of Michigan, other
than through pre-approval from Defendant Walter Fratzke in transactions; involving purchases of
motor vehicles. The Community generally has been able to purchase, lease, or rent goods and
services without being charged Michigan sales and use taxes in transactions not involving motor
vehicles, without involvement by Defendant Fratzke or other representatives of the Department
or the State. In addition, pursuant to Rule 33(d) of the Federal Rules of Civil Procedure, the
Community will produced nonduplicative, nonobjectionable records containing additional

responsive information regarding these transactions at a mutually agreeable time and place.

Since the filing of this action, BTC has begun to impose charges for Michigan sales and use
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RESPONSE: Subject to and without waiving the foregoing objections, the Community
states that it will produce any nonduplicative, nonobjectionable documents responsive to this

request at a mutually agreeable time and place.

14.  With respect to the claims in the Second Amended Complaint brought under
42 U.S.C. §1983, on what legal and factual basis do you contend that Defendant Jay Rising
is personally liable under this statute? Fully describe how Plaintiff would apply that law to
the relevant facts to show that Mr. Rising is personally liable as alleged.

OBJECTION: The Community objects to this Interrogatory on the grounds that it is
unduly burdensorﬁe, calls for a 1ega1 conclusion and is premature, as the Community’s discovery
and investigation are continuing. In particular, the Community has not yet deposed Defendant
Rising.

ANSWER: Subject to and without waiving the foregoing objections, the Commumity
directs defendants to paragraph 7 of the Second Amended Complaint, paragraph 7 of the
Affidavit of Sklp Durocher attached to the Community’s memorandum in response to
Defendants’ motion for summary judgment filed on February 20, 2007, and Exhibit C thereto.
Defendants Rising, Reyﬁolds, and Fratzke were the Department officials responsible for the
making of thé offsets in 2005, the continuation of such offsets after the Community raised an
objection on or about May 25, 2005, and the failure to reverse any. of the offsets. During the
period he served as the Treasurer of the State of Michigan, Defendant had overall responsibility
for the administration of the Department of Treasury’s operations and programs, including its tax
collection and offsets operations and programs. In addition, Defendant Rising’s name appears
on the repeated offset notices sent to the C'ommunity in May and June of 2005, As discussed in
the Answer to Interrogatory 15, at least one other department of the State of Michigan has

objected to offsets of federal program funds and indicated that such offsets are 'impmper. The

Department of Treasury is studying the issue regarding the propriety of the offsets but has
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continued to make offsets of such funds.

Document Request No. 14: Please produce all documents consulted for, relied on
for or related to your answer.

OBJECTION: The Community objects to this Document Request on the grounds that it
relates to an Interrogatory that calls for a legal conclusion and is premature, as the Community’s
discovery and investigation are continuing; The Community further objects. to this Document
Request on the grounds that it calls for production of documents that have previously been
produced by the Community or by Defendants or that otherwise are in Defendants’ possession.

RESPONSE: Subject to and without waiving the foregoing objections, the Community
states that it will produce any nonduplicative, nonobjectionable documents responsive to this
request at a mutually agreeable time and place.

15.  With respect to the claims in the Second Amended Complaint brought under
42 U.8.C. §1983, on what basis do you contend that Defendant Mike Reynolds is persenally

“liable under this statute? Fully describe how Plaintiff would apply that law to the relevant
facts to show that Mr. Reynolds is personally liable as alleged.

OBJECTION: The Community objects to this Interrogatory on the grounds that it
is unduly burdensome, calls for a 1¢ga1 conclusion and is premature, as the Community’s
discovery and investigation are continuing.

ANSWER: Subject to and without waiving the foregoing bbj ections, the Community
directs defendants to paragraph 8 of the Second Amended Complaint, paragraph 7 of the
Affidavit of Skip Durocher attached to the Community’s memorandum in response to
Defendants’ motion for summary judgment filed on February 20, 2007, and Exhibit C thereto.
Defendants Rising, Reyﬁolds, and Fratzke are or were the Department of Treasury officials
responsible for the making of the offsets in 2005, the continuation of the offsets after the

Community raised an objection on or about May 25, 2003, and the failure to reverse any of the
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offsets. As the Adminisfrator of the Departmenf’s Collection Division, Defendant Reynolds is

the official within the Department with specific responsibility for administration of the

Department’s tax collection and offsets operations and programs. Defendant Reynolds’ name

appears on the repeated offsct notices sent to the Community in May and June of 2005. He was

directly involved in the discussions and actions within the Department that resulted in the

| Community’s account being placed in a “bypass™ status in 2002, pursuant to which the 2002 -
Offsets were reversed and ﬁﬁther offsets were not to be made with respect to funds payable to
the Cdmmunity from the State of Michigan. It also appears from the information currently
available to the Commnunity that Defendant Reynolds was directly involved in the discussions
and actions within the Department following the Community’s objection to the offsets iﬁ 2005
that resulted in the failure by the Department to I'GVGI;SB the offsets. Defendant Reynolds
acknowledged in his depositién that the Michigan Department of Human Services has objécted
to offsets of federal child care program funds and indicated that such offsets are improper.

' Défendant Reynolds testified that the Department of Treasury is studying the issue re‘garding the
propristy of offsets of federal child care program funds but nonetheless has continued to make

- offsets of such funds over the objections of the Department of Human Services.

Document Request No. 15: Please produce all documents consulted for, relied on
for or related to your answer.

OBJECTION: The Commumity objects to this Document Request on the grounds that it
relates to an Interrogatory that calls for a legal conclusion and is premature, as the Community’s
‘ diécovery and investigation are continuing. . The Community further objects to this Document
Request on the grounds that it calls for production of documents that have previously been

produced by the Community or by Defendants or that otherwise are in Defendants’ possession.
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RESPONSE: Subject to and without waiving the foregoing objections, the Community
states that it will produce any nonduplicative, nonobjectionable documents responsive to this

request at a mutually agreeable time and place. '

16.  With respect to the claims in the Second Amended Complaint brought under
42 U.S.C. §1983, on what legal and factual basis do you contend that Defendant Walter A.
Fratzke is personally liable under this statute? Fully describe how Plaintiff would apply
that Iaw to the relevant facts to show that Mr. Fratzke is personally liable as alleged.

OBJECTION: The Community objects to this Interrogatory on the grounds that it is
unduly Vburdensoi:ne, calls for a legal conclusion and is premature, as the Community’s discovery
and investigation are continuing.

ANSWER:  Subject to and without waiving the foregoing objections, the Community
directs defendants to paragraph 9 of the Second Ame_nded Complaint, paragraph 8 of the
Afﬁdévit_ of Skip Durocher attgched to the Community’s memorandum in response to
Defendants’ motion. for summary judgment filed on February 20, 2007, and Exhibit D thereto.
Defendanté Rising, Reynolds, and Fratzke are or were the Department of Treasury officials
resp;Jnsible for the making of the offsets in 2003, the continuation of the offséts after the
Community raised an obj ecﬁon on or about May 25, 2005, and the failure to reverse any of the
offsets. Defendant Fratzke is the official within the Department with specific responsibility for
~ administration of the Department’s policies and programs involving Indian tribes and tribal
embers. Defendant Reynolds testified in his deposition that Defendant Fratzke informed
Deféndant Reyﬁolds that if an offset occurs involving and Tndian tribe, Defendant Fratzke

needed to be made aware of it and would provide the Collection Division with direction on
| ‘whether to keep the funds or return the funds to the tribe. Defendant Fratkze was directly

involved in the discussions and actions within the Department that resulted in the Community’s

account being placed in a “bypass™ status in 2002, pursuant to which the 2002 Offsets were
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reversed and further offsets were not to be made with respect to funds payable to the Community
from the State of Michigan. He also was directly involved in the discussions and actions within
the Department following the Community’s objection to the offsets in 2005 that resulted in the

~ failure by the Department to reverse the offsets.

Document Request No. 16: Please produce all documents consulted for, relied on
for or related to your answer.

OBJECTION: The Comfnunity objects to this Document Request on the grounds that it
relates to an Interrogatory that calls for a legal conclusion and is premature, as the Community’s
discovery and investigation are continuing. The Community further objects to this Document
Request on the grounds that it calls for production of documents that have previously been
. produced by the Community or by Defendants or that otherwise are in Defendants’ possession.

RESPONSE: Subject to and wifhout waiﬁng the foregoing objections, the Community
states that it will produce any nonduplicative, nonobjectionable documents responsive to this

request at a muftually agreeable time and place.

17. What is the legal and factual basis for your claim in Count VI of the Second
Amended Complaint that the 2005 Offsets constituted a taking of property without just
compensation in contravention of the Fifth and Fourteenth Amendments of the United
States Constitution? Fully describe how Plaintiff would apply that law to the relevant facts
to show that the 2005 Offsets constituted a taking of property as alleged.

OBJECTION: The Community objects to this Interrogatory on the grounds that it is
unduly burdensome, calls for a legal conclusion and is premature, as the Community’s discovery
and investigation are continuing.

ANSWER: Subject to and without waiving the foregoing objections, the Community
~ dixects Defendants to paragraphs 3245 of the Second Amended Complaint. The Community

states that the offset property constifutes the property of the Community and its members and
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that Defendants are the officials of the State of Michigan who bear responsibility for overseeing
the offset program operated by the Department of Treasury and its Collection Division.

Document Request No. 17: Please produce all documents consulted for, relied on
for or related to your answer.

OBJECTION: The Community objects to this Document Request on the grounds that it
relates to an Interrogatory that is unduly burdensome, calls for a legal conclusion and is
Ppremature, as the Community’s discovery and investigation are continuing. The Community
further objects to this Document Request on the grounds that it calls for production of documents
that have previously been produced by the Community or by Defendants or that otherwise are in
Defendants’ possession.

RESPONSE: Subject to and without waiving the foregoing objections, the Community
states that 1t will produce any nonduplicative, nonobjectionable documents responsive to this

request at a mufually agreeable time and place.

18.  What is the legal and factual basis for your claim in Count VI of the Second
~ Amended Complaint that the 2005 Offscts constituted an unreasonable seizure of property

in contravention of the Fifth and Fourteenth Amendments of the United States
Constitution? Fully describe how Plaintiff would apply that law to the relevant facts to
show that the 2005 Offsets constituted an unreasonable seizure as alleged.

OBJECTION: The Community objects to this Interrogatory on the grounds that it is
unduly burdensome, calls for a legal conclusion and is premature, as the Community’s discovery
and investigation are continuing-.‘

ANSWER:  Subject to and without waiving the foregoing objections, the Community
directs Defendants to paragraphs 32-45 of the Second Amended Complaint. The Community
states that the offset property constitutes the property of the Community and its members and
that Defendants are the officials of the State of Michigan who bear responsibility for overseeing

the offset program operated by the Department of Treasury and its Collection Division.
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Document Request No. 18: Please produce all documents consulted for, relied on
for or related to your answer.

OBJECTION: The Community objects to this Document Request on the grounds that it
relates to an In’tefro gatory that is unduly burdensome, calls for a legal conclusion and is
premature, as the Community’s discovery and investigation are continuing. The Community
further objects to this Document Request on the grounds that it calls for production of documents
that have previously been produced by the Community or by -Defendants or that otherwise are in
Defendants’ possession.

RESPONSE: Subject to and without waiving the foregoing objections, the Community
states that it will produce any nonduplicative, nonobjectionable documents responsive to this

. . request at a mutually agreeable time and place.

19. - Whatis the legal and factual basis for your claim in Count VI of the Second
Amended Complaint that the 2005 Offsets constituted a deprivation of property without
due process in contravention of the Fourteenth Amendment of the United States
Constitution? Fully describe how Plaintiff would apply that law to the relevant facts to
show that the 2005 Offsets constituted a deprivation of property as alleged. 7

OBJECTION: The Community objects to this Interro gatory on the grounds that it is
unduly burdensome, calls for a legal conclusion and is premature, as the Community’s discovery
and investigation are continuing.

ANSWER:  Subject to and without waiving the foregoing objections, the Community
directs Defendants to paragraphs 32-45 of the Second Amended Complaint. The Community
states that the offset property constitutes the property of the Community and its members and
that Defendants are the officials of the State of Michigan who bear responsibility for overseeing
the offset program operated by the Department of Treasury and its Collection Division.

Document Request No. 19: Please produce all documents consulted for, relied on
for or related to your answer.
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OBJECTION: The Community objects to this Document Request on the grounds that it
relates to an Interrogatory that is unduly burdensome, calls for é legal conclusion and is
premature, as the Community’s discovery and investigation are continuing. The Community
further objects to this Document Request on the grounds that it calls for production of documents
that have previously been produced by the Community or by Defendants or that otherwise are in
Defendants’ possession.,

'RESPONSE: Subject to and without waiving the foregoing objections, the Community
states that it will produce any nonduplicative, nonobjectionable documents responsive to this

request at a mutually agreeable time and place.

20.  What is the legal and factual basis for your contention that the State of
Michigan or the individual defendants in this action had no ability to exercise the 2005
Offsets? Please include in your answer the specific legal provisions, other than the
coustitutional provisions cited in Count VI of your Second Amended Complaint, that you
contend were violated by the offsets. Fully describe how Plaintiff would apply that law to

the relevant facts to show that the State of Michigan and the Defendants had no ablllty to
exercise the 2005 Offsets.

- OBJECTION: The Community obj ects to this Interrogatory on the grounds that iﬁ 18
unduly burdensome, calls for a legal conclusion and is premature, as the Cormnunity”s discovery
and investigation are continuing.

ANSWER: Subject to and without waiving the foregoing objections, the Community
states as follows: The 1977 Tax Agreement did not authorize the 1993-94 Tax Assessments or
the 2005 Offsets relating to such assessments. The Community has not waived its sovereign
immunity to permit the 1993-94 Tax Assessments or the 2005 Offsets. A large portion of the -
2005 Offsets were made with respect to federal program funds, as to which offsets such as the

2005 Offsets are invalid as a matter of federal law.

Document Request No. 20: Please produce all documents consulted for, relied on
for or related to your answer.
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and/or Fratzke are individually liable for “making” the 1993-94 tax assessments and it is not the
Community’s position that these Defendants are individually liable for “making” those
assessments, because the Community is unaware of any facts suggesting that these Defendants

were responsible for “making” those assessments.
P

Document Request No. 27: Please produce all documents consulted for, relied on
for or related to your answer,

OBJECTION: The Community objects to this Document Request on the grounds that it
relates to an Interrogatory that is unduly burdensome and calls for a legal conclusion. The
| Cdrmnunity further objects to this Document Request on the grounds that it calls for production
of documents that have previously been produced by the Community or by Defendants or that
. otherwise are in Defendants’ possession.
ﬁESPONSE: _Subject to and without waiviﬁg the foregoing objections, the Community
refers Defendants to the Second Amended Complaint, a copy of which is in Defendants’

possession.

28. Doyou contend that Defendants Rising, Reynolds and/or Fratzke are
individually liable for making the 2005 offsets? What is the legal and factual basis for your
contention (or non-contention) in this regard? If this is your contention, fully describe how
Plaintiff would apply that law to the relevant facts to show such individual lability.

OBJECTION: The Community objects to this Interrogatory on the grounds that it is
vague, repetitious, unduly burdensome, calls for a legal conclusion and is premature, as the
Community’s discovery and investigation are continuing,

ANSWER: Subject to and without waiving the foregoing objections, the Community
refers Defendants to Count VI of the Second Amended Complaint, which sets forth the claim

made against Defendants Rising, Reynolds, and Fratzke in their individual capaciﬁes, as well as

to the Community’s responses to Interrogatories 14 to 23.
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OBJECTION: The Community objects to this Request for Admission on the grounds

that it calls for a legal conclusion.

RESPONSE: Deny, for the reason that Article TI of the 1842 Treaty, which is a part of
federal law applicable to the Ceded Area, provides that the federal Indian trade and intercourse
laws rernain in effect within the Cedéd Area, and thus that the Ceded Area must be treated as if it
were Indian country for purposes of determining federal preemption of state law. Accordingly,

the State of Michigan may not impose a tax on the sale — or the use — of a motor vehicle to a
Community member who principally housed, garaged or stored the vehicle anywhere within the

Ceded Area, unless the tax was apportioned to the actual amount of use of the vehicle outside the

Ceded Area,

4. Admit that the September 2005 letter from La Fernier to Granholm and the
December 2005 letter from Misegan to Modie, attached as Exhibits E and F, respectively,
to Reply Brief in Support of Defendants’ Motion for Summary Judgment, are authentic.

RESPONSE: Admit

Dated: May 11, 2007 DORSEY & TNEY LLP

By /LWLLM

Skip Diifrocher KAN Bar #208966)
Mary § YStreitz (MN Bar #016186X)
Christopher R. Duggan (MN Bar # 0302788)
50 South Sixth Street, Suite 1500
Minneapolis, MN 55402
Telephone: (612) 340-2600

CLARK HILL PLC DR
Stephen D. Tumner (P21636) R
Gregory N. Longworth (P49249) Ll T

300 Ottawa NW, Suite 300 R

Grand Rapids, MI 49503,
Telephone: (616) 608- _1100 '

-Fax: (616) 608 1109 o
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John R. Baker, Esq.

Tribal Attorney’s Office
Keweenaw Bay Indian Community
107 Beartown Road

Baraga, Michigan 49908
Telephone: (906) 458-4106

Fax: (906) 353-7174

Attomeys for Plaintiff Keweenaw Bay Indian
Community | ,
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EXHIBIT UU

Michigan Department of Treasury Memorandum ET-23030,
Offsets Policy (October 1, 2000)
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1 iffcatfo ET-2
TREASURY DOCUMENTATION ontification 123030
T Policy
Subject
Offsets, Policy Effective 10-1-2000
_ Through 10-1-2003
For Also See Page 1 of 1
Collection Division and : BT-23028; PC-49020, — .
teplaces .
Bureau of Revenue - . 22 ET-23030 (6-1-90)

The right of offset (setoff) by the State of Michigan is founded both in common law and in the

statutes:

L.

Article IX, Section 22, of the Constitution of the State of Michigan states: “Procedures

for the examination and adjustment of claims against the state shall be prescribed by
law.”

Section 530(5) of Act 281 of the Public Acts of 1967, as amended, (Income Tax Act)

‘providés that: “The amount of a claim otherwise payable may be applied by the

department against a liability outstanding on the books of the state against the claimant.”

Section 30a of Act 122 of 1941, as amended, (Revenue Act) requires the Michigan
Department of Treasury to intercept and apply individual income tax refinds and credit
payments to the following types of taxpayer debts: (1) past due taxes owed fo the State;
(2) other debts owed to ‘the State, - including ADC/FIP (Aid to. Dependent
Children/Family Independence Program) Child Support; (3) Non-ADC/FIP Child

Support owed to the Friend of the Court; (4) IRS levy; (5) a writ of garishment or
other vali‘d_ court order. '

Offsets are separate from any contractual relationship the state may have with a taxpayer.

Systems exist which match tax refunds, vendor payments and payments to Medicaid providers to

outstanding liabilities in order to intercept the refund or payment.. See Bulletin BT-23028 for a
" description of these processes. '

Offsets are not performed against funds exempt by state or federal statutes, such as payments to

welfare recipients. Bypassing monies which are not exempt from offset must be approved by the
Collection Division Administrator.

End

Initials

Signature
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EXHIBIT VV

Michigan Department of Treasury Memorandum ET-23030,
Offsets Policy (October 1, 2000)
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1836 (Rev. 7-98) IS, Formerly M-1200
TREASURY DOCUMENTATION

Subfect

Offsets of State Payables Agalnst Recewab]es Descrlptron

For R
Collection Division and

Also See

ET-23030; JC-42050,

Page 53 of 82

Identification BT-23028%

Bulletin

Effoctive 10-1-2000
Through ) 10-1-2003
' Page 1 of 5

Individual Taxes Division 46001; PC-49020 ~ Replaces
_ . R BC-49021 (7-1-87)

Collecuon Division administers the offsct of iwo types of payables agalnst the State Account
Receivable (STAR) system:

1. Individual Income Tax refunds
2. Vendor payments.

Each payable has a separate computer program that matches the refund/payment to an
outstanding recervable The match is made by a direct “search” of STAR for the account number
identifying the payment. In addition, income tax refunds are matched against manually placed

. stops on the ITSTOP file, and vendor payments are matched against manually placed stops on

the Garnishment and Levy file (GAL).

Once a refund/payment has been matched to a receivable, a combination of automatic and
manual procedures are used to make the determination to offset the refund/payment and apply
the offset payment to the receivables account.

Individual Income Tax Refund Offset

Before being issued, GVGI‘S( income tax refund is passed by two systems for possible match of '
social security numbers (SSNs):

1. STAR files, mcludmg account numbers and all cross-reference numbers (on XRNUMB
screen)

2. ITSTOP file (in TREAS mode) ‘of stops placed rnanually by Income Tax (IT),
Individual Taxes Division.

The existence of a stop in the ITSTOP file can be determined by entering ITSTOP and SSN.

‘Note: Collection Division no longer enters stops into this file, as the offset programs now search

the XRNUMB screen for related account numbers.

Once an income tax refund has “hit” (matched) on either of the above files, it is diverted from
the normal refund process. Refunds not “hitting” are immediately jssued.

Initials

Signature
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" Subfect ' Identification BT-23028
Offsets of State Payables Against Receivables, Descnptlon Bulletin
Effective 10-1-2000

Through’ 10-1-2003

Page 2 of 5

After a “hit,” the refund may still be bypassed if:

. Entire receivables account” is in- suatus 020 through 023 (hearings) or 030 (Tax
Tribunal), and/or

. All assessments are not vet aged past the appeal period (status codes 005, 010, and
015). -

Aﬂtomatic Offsets

The offset program will aﬁtomatically offset the refund against a receivable if there is:

- No assessment in status code 400 series (bankyuptcy, Attorney General), and

. Responsibility code not bankruptcy, and
Still an outstanding collectible balance due (i.e., the account is not written off), and

No name difference between the refund and the receivable. (See “Non-obligated
Spouse” section below.)

Aeceuﬁts entirely in collectible status are automatically offset. Accounts for which part of the
account is collectible, but part is'not, are offset up to the amount collectible (With theé exception
of bankruptcy). The offset payment is posted specifically to the collectible debts.

Non-obligated Spouse

If a joint refund is eligible for offset, but the name(s) on the refund and the receivable does not
match (e.g., Smith, John and Mary refund does not match Smith, John receivable) the refund is

- held and a non-obligated spouse letter is automatically generated. IT staff review these letters,
discarding ‘any where'they can determine the refund and account do match, Letters are mailed
for refunds payable to husband and wife, but the debt is for only one of the spouses.

The non-obligated spouse lefter requests- taxpayer to indicate what portion of the refund is

attributable to each spouse. The taxpayer is requested to complete a form and return it to IT
within 30 days.

If the taxpayer responds within 30 days, the designated portion of the refund is applied to the
debt. If, after 50 days, the taxpayer has not responded, the entire refund is automatically applied

(up to the amount of debt). Responses received after the refund has been’applied are not
processed.

1209



Case 2:05-qv¥00224-GJQ Document 104-6  Filed 11/01/2007  Page 55 of 82

Subject Identificati BT—23028
Offsets of State Payables Against Receivables, Descnptmn srieation Bulletin
Effective 10-1-2000

Through 10-1-2003

Page3 of 5

Payments created by the automatic and manual offset processes are posted to the STAR account
with the following identification. :

Payment
Source Batch
Code Code
PITA 2499
SITA 2499
PITO 2498
. S1TO 2498
PITM 2450-2497
SITM 2450-2497

Description

Automatic income tax offSet
(refund matched primary account)

Automatic income tax offset _
(refund matched secondary account)

Automatic income tax offset

. after non-obligated spouse letter

(refund matched primary account)

Automatic income tax offset
after non-obligated spouse leiter
(refund matched secondary account)

Manual income tax offset
(refund matched primary account)

Manual income tax offset
(refund matched secondary account)

Refunds pending in the automatic offset routine, whether regular or non—obligated spouse, are

‘shown on the JITPND screen in TREAS. Entering HTPND and the prlmary SSN displays the

screen which shows the status of the refund.
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Subject Identificat BT-23028
Offsets of State Payables Against Receivables, Description ereanon Bulletin
Effective - 10-1-2000

Through 10-1-2003

Page 4 of 5

Manual Review and Offset
If the above automatic offset criteria are not met, the refund is printed as an exception on an
offset list. This list is worked manually in IT and then in Collection Division to determine if the

refund can be offset and, as necessary, to specify the payment to certain debts. IT staff uses the
following criteria to determine how.to apply or bypass payments.

Forward to Collection Division Bypass Payment (Do NOT apply to
“for Determination: o . debts in these codes):
Responsibility - ' Responsibility
Status Code Or. - Code Status Code Or Code
411,412 003-006 005 . 2000
414 1200 010 ' 2100
417 1300 015 2200
- 421,422 . 4000 020-023 2300
424 4100 030 3000
427 4200 050-053
431, 432 120-122
- 434 ' 413
437 423
447 433
499

After both divisions have reviewed the offset list and made determinations, the list is used to

. create payments and/or bypass refunds. Payments posting to STAR after manual review have
source code PITM or SITM (primary or secondary, manual income tax offsets).

IT staff may manually prepare a non-obligated spouse letter as needed for refunds on the offset
list. They follow up in the same manner as the automatic routine.-

If an offset is made, whether through the automatic or manual routine, a letter is sent to the
taxpayer explaining the offset.
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Subject

"L B o {dentification BT-23028
Offsets of State Payables Against Receivables, Description Bulletin
Effective 10-1-2000
Through 10-1-2003 .-
Page 5 of §

Vendor Payment Qffsets

Every vendor payment processed through the State vendor payment system is passed by two
systems for possible match of account numbers:

1. STAR files, including account numbers and all cross-reference numbers (on
XRNUMB screen)

2.  Garnishment/Levy (GAL) file (in TREAS) of stops placed manually by Financial
Operations Division for various agencies of the State and federal government.

If-a vendor account number matches an account number on STAR, the payment is diverted and
determination is made whether to offset using much the same criteria as for income tax refunds
(excluding non-obligated spouse routine). The system.includes parameters that allow vendor
payments to be bypassed automatically, by account number or selected Batch ID and SAI codes.

(which identify the type. of vendor payment). STAR also contains a “suppress table” for
preventing offset of specific STAR accounts.

- Payments matching a GAL stop are processed in Financial Operations Division and are not part
of the offset routine.

Payments meeting the automatic offset criteria are offset and applied to the account with PVDA
or SVDA source code, and a letter to the vendor is generated.

Payments needing manual review before determination are listed on the VENOFF screen. Staff
in'Special Procedures Unit review the accounts on VENOFF screen and indicate how to apply
payment or to bypass payment. Vendor payments on hold in VENOFF screen are cleared daily,
Once released, the system sends letters, releases payments, and/or creates accounts receivable

payments with source codes PYDM or SVDM (primary or secondary account, manual vendor
offset).

End
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1

1836 {Rev. 11-04) ] | identification BT-11011
Treasury Documentation i - Bulletin

Subject:  Warrant Offset Process (Vendor Péyments) Using Effective Date 1-1-2006

. : L. Replaces ' NCW
For:  All State Agencies and Collection Division Also See:

Page 1 0f 20

The purpose of this Bulletin is to assist with understanding the warrant offset process for vendor
payments. Vendor payments are defined as payments issued using @ , from the vendor file-
in Michigan Administrative Information Network (MAIN). Section I is an overview for agency use,
including exhibits of remittance advice details and detailed procedures for agencies. Section II

includes further detailed procedures for the Department of Treasury, Collection Division.

I. AGENCY OVERVIEW AND PROCESS

Warrant Offset Types
There are two types of warrant offsets.

The State Treasury Accounts Receivable (STAR) system offsets outgoing payments for funds
owed to the State of Michigan by the vendor/payee for tax- or agency-related debt. STAR offset is
the process of offsetting a portion or the full amount of an outgoing payment to be applied to a tax
liability or state agency debt. (See Exhibit J for flow chart)

The Garnishment and Levy (GAL) system where outgoing payments from the State of Michigan

. are intercepted or garmished and applied to a defendant’s (payee’s) debt. Garnishments are received -
"from courts and are court ordered. A levy can be owed to the State of Michigan or the Federal
government. There are three types of gamishments/levies: 1) Income Tax, 2) Vendor Payments, and

3) Wage Assignments. As noted above, this Bulletin focuses on vendor payments. (See Exhibit K
for flow chart.)

Note: Wage gamishments occur when an employer withholds the earnings of an individual for the
payment of a debt as the result of a court order or other equitable procedure. The Consumer
Credit Protection Act protects the employee by limiting the amount of gamishments to 25%
of the earnings until the debt is paid in full. A tax levy occurs when the State or Federal
government withholds the earnings or any other income for the payment of a tax debt. There
is no limit on the percentage deducted from the eamings until the debt is paid in full.

STAR offsets have priority over GAL offsets for debt owed to the State.

Electronic Funds Transfer (EFT) and vendor warrants may be offset. ERT payments are converted to

S e i there is a match against the tax identification mumber (TIN). file sent to

MAJIN from Ireasury. EFT payments for school aid, col universities and third-party payroll use
s therefore when converted. to warrants, £§25 & is utilized with the payment.

Approving Signature ~ * -
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The warrant print file, which includes the BFT converted warrants, is sent to Treasury from MAIN in
the early morming: The offset (offset is used by taxpayers or debtors interchangeably to define STAR
and' GAL; technically, STAR offsets payments and GAL intercepts or gamishes payments) process
begins with the STAR and GAL databases reading the warrant print file by vendor ID. Specific
criteria determiine whether a'payment should be offset, Once the warrant offset process is complete, a

. residual warrant is issued if the payment amount is greater than the debt or none of the payment
amount was intercepted. The (HERIR» for a residual warrant is

Remittance advice payment details are generated and sent along with the residual warrant:

1. Cover page: shows the calculation of what the MAIN original payment was, the amount of

the Treasury STAR and/or GAL offset(s), and the net of the residual warrant (see Exhibit
A) _ ’ '

2. Second page: shows the original MAIN warrant data (see Exhibit B)

3. . Third page: if an offset is taken, shows the GAL offset data (see Exhibit C)

4. Fourth page: a letter is also generated if an.offset is taken for STAR (see Exhibit D).
Notes: Ifthe MAIN payment is entirely-intercepted, no residual warrant is created, howe\;er

the remittance advice payment detail pages (items 1 through 4 above} are generated

and sent to the vendor/payee to show how the MAIN warrant payment was applied to
STAR and GAL debts.

There are sitiations where an EFT payment that is “potentially” offsetable may be
converted to a warrant but not offset. This occurs when there is a status change
between when the offset file is sent to MAIN and the EFT is converted to a warrant.
(See Exhibits E.through H, MAIN FACS Self-Study Training Material.)
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Exhibit A
N . T : o 0oL . ) Bdg's':?nfni'z:
. . - T ) - . PAGE 1. OF 4

© 009089
ra

STATE OF MICHIGAN REMITTANCE ADVICE
PLEASE NOTE: Your State‘of Wichigah, payment: has been inferceptedi by tha Michigai
Departmént of Treasity and appliedito your veceivable or- gaFnishrent or ievy. Tha
infgrnation below sinindnizes the Treasury offsets and indfcites the redaining
payment balance. The attachied pages:provide detail informationsan.your payments
and’ 4ffsets. . : T Toa e

Piease rafer to payment numtier § when making am inquify regarding this payment.

© PAYMENT AMOUNT PREOR.TOQ TREASURY OFFSET - : ' $ . 142,00

AMOUNT APPLIED T0, TREASURY ACCOUNTS RECEIVABLE ' 130,80 )
AMOUNT APPLEED TO GARMESHMENT OR LEVY . ‘ (- 77.24)
WARRANT AMOUNT T © . 133.96
£
' ‘%‘ 2
LT H "J

JENNIFER M. GRANHOLM, GOVERNOR 001 D005 KBRS
L g aar 10/14/2004
MC AGENGY
ONE HUND THERTY-THREE & 96/100 ******f**********.***“‘****"DGLLAR_S .$-k~k**.***13.3.96_

009099

aa w - N v ' .
EETRDIT MI 48238 ’

PAY TO THE
ORBER OF:
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Exhibit B
g . . T - gee 22’@4“
—_—— : T PAGE 2 OF 4
) 009089
- STATE OF MICHIGAN REMITTANCE ADVICE
:wn:cs NUMEER. . INVOICE DATE INVOICE DESCRIPTION . " REF. DOC.  CURRENT nm: " AMOUKT
43T 431UNIFIED CHELD DAY CARE SYSTEM:i.a ' L W .
romars . mmwod» L e W . mamem 5. 362,00
CHILD'S rgmz__ . CASEE,  SEWYICE ERIoh ONIFS ol . ' '
PRt oty 03/19/04-10/02/04 075 " 114.00
O - - hIMCEENRS 03/19/04:10/02/04 075 114,00
m W usfiﬂm—m/oam 075 14.00
ek PLEASE KEEP THIS DOCUMENT FOR YOUR X u:cuaus b
4+% THIS TNCOME WILL BE REFORTED T0 THE INTERMAL REVENDE SERVICE. =
+e+TENTATIVE WARRANT DATE: : OCTOBER 13, 2004' :
S WARRANT AMOUNY § 342.00
y 7 -‘2"%'!7%
{ Vo
Exhibit C
o oo1 . 000Skamm 2
.. . - .. . PAGE 3 OF Y
005085 -
MICH TMENT _OF TREASURY
CGAR H ?LEW INFO MATION-

YOUR PAYMENT HAS, BEEN REDUCED SEE THE FOLLOWING LI.ST.
TO THE BEST OF MY KNOHLEDGE THE FOLLOWING IS TRUE.
+ CATHY GILLETT, AUTHORIZED- REPRESENTATIVE 10/13/04’

S IF- YOU. HAVE ANY QUESTIGNS, GALL (517) 636-5333.
INCDME WITHHOLOING ORDER ISSUED 06/10/04 FOR § 77.24

Cﬁ%E NUMBER m .
[
AMQUNT APPLIED FROM ORIGINAL WARRANT NUMBER 22m4. ¥ 77.2a

% VOID
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. ] | rdentification BT-11011T
Subject. Warrant Offset Process (Vendor Payments) Using ¥ 1 Bulletin
’ Effective Date 1-1-2006
Page 5 of 20
Exhibit D
oo STATE OF MICHIGAN Y06t :ocosgma
‘ s o PAGE 4 OF
' DEPARTMENT OF TREASURY
T TREASURY BUILDING
JENNIFER M. GBANHOL!H. Govemar .
: JAY B, RISING, Stals Troastirer - . LANSING, MICHIGAN 48922

. ‘ October-12, 2004 .
DETROET MI 48233

A total of § 130,80 bas,bash taken fror your payment _and appliéd. to your

Spacifically, your payment has heen applied to the debis Tisted below.

accants receivahle with.the Michidan Department of Theasury, Collactiol Division,

Period  Assessment Amoupttﬂpplied
abt T

Typé of Debt ~ End ow: Dabé No, to Deb

IHCOME TAX 12/0  prsmen $ 75.50
LYY/WARRANT: COST07/04  mewmemy . 55,40
Total Offset ; $ 130.80

Your collectible balanée. dia aftep offset.includ{ng
all paynents receipted through 10/12/04: $

Your accounts,.

able accoint nuuber, name and address are as folTows:
| |

DETROIT. M1 48238

Kichae] Reynolds
Collaction Division

1219
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Exhibit E
MAIN FACS
SELF-STUDY
Training Muaterial '

EFT CONVERSION TO WARRANT SITUATIONS
Treasury Offset Definitions

State Treasurer’s Accounts Receivable (STAR)
State Treasurer’s Accounts Receivable are maintained by Treasury and provide for the offset of funds
owed to the State of Michigan by the vendor/payee for tax related or agency related debt. Star Offset

is the process of taking a-portion or full amount of a payment for the application to a tax 11ab111ty or
state agency debt. :

Garnishment and Levy System (GAL)
The Gamishment and Levy System is an automated system whereby outgoing payments from the
- State of Michigan are offset and applied to defendant’s debt. The debt can be owed to the State of

Michigan, the Federal Government, or a third party. STAR has priority over GAL for the division of
debt owed to the State.

Residual Warrant

Funds left after the application of the STAR Offset and/or GAL are xssued to the payee as a warrant
(remaining balatice). :

The primary circumstances that would cause the system to convert an EFT payment into a warrant are:
* Treasury (STAR or GAL) Offset
» Unavailable Vendor Bank Information. Examples are:
* Bank information is missing or invalid

» Payment is made using a Mail Code with an EFT indicator of ‘N’ and a PDT of DA; DD, D2
or D3 -

If an EFT payment is subject to Treasury Offset (STAR or GAL), the MAIN FACS payment
processing subsystem will convert the EFT into a warrant. Treasury cashes the warrant and a
residual warrant is issued if appropriate. ALSO

If an EFT payment cannot find vendor bank information, the MAIN FACS payment processmg
subsystem will convert the EFT into a warrant.
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Exhibit F

MAIN FACS
SELF-STUDY

Training Material

In cases where beth a Treasury offset and missing bank information occur — The missing bank
information causes the conversion to warrant and the Treasury offset occurs afterward.

There are eight system generated PDTs that are used for EFT to warrant conversion situations, When
certain conditions exist, the system will replace the original EFT PDT used on the payment with one
. of the eight PDTs. Identification of these eight ‘change’ PDTs. during payment mqulry in R*STARS
will confirm and provide a reason for the EFT conversion to warrant,

EFT PDT Crosswalk Chart
EFT PDT USED ON NO VENDOR BANK TREASURY STAR/GAL
PAYMENT INFO SYSTEM OFFSET SYSTEM .
DOCUMENT: CHANGES PDT TO; CHANGES PDT TO:
DA Across Documents PA.  Across Documents PX  Across Documents
3 Accounts . Accounts - . Accounts

Receivable Offset Receivable Offset Receivable Offset
Direct Deposit Warrant Written Warrant Written

DD  Across Funds PD  Across Funds PW  Across Funds
Accounts Accounts - Accounts
Receivable Offset Receivable Offset Receivable Offset
Direct Deposit Wairrant Written Warrant Written

D2 Across Documents PB Across Documents PY  Across Documents
No Accounts No Accounts No Accounts
Receivable Offset Receivable Offset Receivable Offset
Direct Deposit Warrant Written Warrant Written

b3 Across Funds PC  Across Funds PZ  Across Funds-
No Accounts No Accounts No Accounts
Receivable Offset Receivable Offset Receivable Offset
Direct Deposit Warrant Written ‘Warrant Written

For Examplé: An EFT Direct Voucher was created with a PDT of DA and R“STARS payment
inquiry revealed the PDT had been changed to PX. The chart shows the reason for the conversion
is Treasu.:y offset. The EFT was converted by the system info a war mm‘ due to STAR or GAL

offset.
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Exhibit G

MAIN FACS
SELF-STUDY
Training Material

Wheve do I look in R*STARS to find out if my PDT has been changed?

If you have... Find the PDT information in R*STARS
Vendor Number : Screen 85

Document Number Screen 86 to screen 84

Warrant Number Screen 44

Payment Inquiry Process When EFT Has Converted To Warrant

An EFT Divect Voucher with a PDT of DA was created in ADPICS for $10,000. The vendor calls
with questions about the payment.

PEILLEOY V8.0 . ADVAREED, PURCHAS ING/ INVENTORY MMALD/NYEY 10238 3
LINE TO0F - TEREST VOUCHER HEADER RWTREY
DIR VOUCHER . IBz LoD TYPE: SR DME o 1W@m/nm
Herren IND J : N PUBEs
ERT - EYMRT R 1.
VEH mvezc'sm “EE bog RE ¥Oy .
.DEPARTMENT. 1 NOTE, 2 W
GONTELT | smm’ss- B
PRLEEHONE CHERDE: MMIDD/¥Y
VOUCHER AMDUNT: USDATED IMAOn/eY
VENDOE 1B ¢ POIT s MH/DO/YY
ADDRESS S 06% ¢ HupE e
.mrf'];z' 10{&3/20@4
oITY: CIRY: USA -
VQUSHER BESE ) . i T HNO ¢
mstra:t‘a METHOD: ] -BEI R qenxf o JERN BNJ.‘E: R si‘&vmﬂ T
S BGY AY INDEX POA. OB AGRT CRNRT PH-PROT B AEl AN PERCENT
B-HELE FR-SELECE  B3DERETE . ES-HEX. el Do
FE-SEE REEMS BE-LINK . F10-8AVE FLLIAT ACCh
‘/

An R*STARS payment inquiry to check the PDT will identify situations where an EFT had been
converted to a warrant and the reason for the conversion.

‘From the Main Menu of R*STARS, press <F10> to access the RFM Reporting/Inquiry Menu
. Then press <F2> to access the DIM Document Inquiry Menu

If the Vendor Number is known, press <F8> for the 85 Vendor Transaction Inquiry. This screen

allows you to 1nqu1re on posted transacuons pertaining to a specific vendor and Document Type for
your a,gency
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Exhibit H
MAIN FACS
SELF-STUDY
Training Material
APPENDIX B

EFT QUICK REFERENCE GUIDE

. EFT CONVERSION TO WARRANT CHART
EXAMPLE OF RETURN EFT PROCESS

EFT Conversion To Warrant Chart

Appendix B should be used as a samiple and is not intended to be all-inclusive. For mote information
about the EFT conversion to warrant process see page 27.

Banking Information (Payee's
' Routing numbeyr, Account
FDT Type number and Account type) Resulis
- Offset Information
MA Mail across .
documents; A/R Not relevant or N/A - DT Typp MA.
Warrant issued,
Offset , )
DA (EFT) . Mail . . '
Across - Bankmg information present. PDT Type DA.
Mail code EFT ready. : .
Documents; A/R No Treasury Offsct -EFT issued.
Offset 28 )
DA (EFT) Mail ‘
Across Banking information absentor | PDT converted to type
Documents; A/R Mail code not EFT ready PA. Warrant issued. |
Offset '
DA. (BFT) Mail Banking Information present. | PDT converted to type
. Across ;
A Mail code EFT ready. PX.
Deocuments; A/R. i ]
Offset : Treasury Qﬁset. ‘Warrant issued.

~ Note:

Look at RSTARS screens, 1.&., 84 Accounting Bvent Record Entry, to see PDT. type as processed. Mail
codes with an assignee or mu1t1ple payee(s) will not be paid via EFT. EFT bank information is not

attached to those Mail codes.

1223
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Ag'encv Process

When an agency receives a phone call from a vendor regarding a payment made by the State of
Michigan, the agency follows these steps to determine if the warrant was offset.

Agency Staff " WHEN: As Requested
1. Verifies caller is an anthorized representative.

2. Accesses MAIN,  R*STARS, accounting screen 47A Warrant Status
- Maintenance.

A. Enters bank ID.
B. Enters original warrant number.

3. Determines what information the vendor is requesting.

A. Reason for payment.
B. Status of payment (to be refunded, being offset, etc.)

4, If Treasury Status on 47A. screen is “S,” “G” or “B” and funds are left to
disburse, a residual warrant will be issued.

A. Sends a caller to the STAR or GAL unit depending on the Treasury
Status code. ' '

S47A VER 2.0 STATE OF MICHIGAN -- ACCEPTAWNCE TEST (TMAIN) 12/01/00 10:45 AM
LINK TO: : WARRANT STATUS MAINTENANCE

BANK ID: 000 WARRANT NUMBER: OXXXXXXXX DOCUMENT NO:
STATUS MAINT: REAS CD:

REQUEST STATUS: REQUEST REAS CD: .
PAID BY: 850000000 CLEARANCE DATE: 10182000

STAT/REQUEST MAINT DATE: 10232000 (MMDDYYYY)
CLEARANCE FISCAT: YR: 01 TRAN GENERA
CURRENT STATUS: P . :
TREASURY STATUS: 8 5 =STAR Offset
CURRENT STATUS DATE: 10182000 G=GAL Offset
ISSUE DATE: 10222000 B = Both Offsets

EXPIRATION DATE: 10222000
VENDOR/MC: 5555555555 001
VENDOR NaME: ANY VENDOR
ADDRESS: 111 ANYWHERE ST

CITY/STATE/ZIP: ANYWHERE MI 44444

ISSUE RISCAL ¥YR: 01 AMOUNT : 10000.00
CROSS REFERENCE NUMBER: STATUS : REPLACEMENT WARR IND:
' MICROFILM -NUMBER: REEL NO=:

Z3& RECORD SUCCESSFULLY' RECALLED

'P1-HELP F2-PMT INQUIRY Fi-REPLACE WARR FS-NEXT F6-VEND TRANS F7-PAY REDEMP
FB-PMT STATUS APPROVAL F9-INT F10-SAVE F11-SAVE/CLEAR ENTER-INQ CLEAR-EXIT
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Agency Staff (cont) 4. B. Ifthe status is “B,” the caller should first be referred to the STAR unit.

Notes: If funds are left after the STAR and/or GAL offset process, 2
residual warrant is issued to the vendor. The original warrant’s
“Current Status” changes to “P” (paid) and a residual warrant
using bank ID 001 is issued by the Department of Treasury. The
balance could be the entire amount of the original warrant or a
reduced amount. Offset payment details (see Exhibits A, B,Cand
D) are mailed to the vendor

The table below shows the information systems utilized by
Treasury, Collection to help resolve vendor offset questions.
Collection staff would utilize a similar process for income tax and
payroll garnishments.

Agencies other than Treasury, Collection may not be able to access
all the screens mentioned below.

Information Sysfems
Utilized for Offset Process

Michigan Azeounts

Michtgan Informallan Processlng Ganlst "" "" "l’;“’r"""‘ ‘“: ﬂx . Recalvabls Exllaciions
[Lt] AN Syctam
(MARCS)
Ll
: TACS | . 4
TREAS B (ToxAudlland it arealefont
= Coliaclion Syalem) h ol
' < iy
- Gaenlshment Stula Trmweury Wﬂlr’:‘n‘li:lulux
WARRANT ond Livy Actounts .
SYSTEM System Rucalyabis w suw Main Case
IGAL) {5TAR}
)
Paymenl Slsius
e Malnk Hisiary st
tof Hisla
fwomant GAL Dwtall Vendott o &4
number} I i
N Vandor -
Trmnsaclon I Ll:t m m
u‘:‘ﬁﬁ:“rﬁq GAL Summary XRalph .\ Inguly “‘
. WAACCT
[payee mecauni GAL Disclozurs Hey Evant
Aumber} Paymanl Plan
WARES|
{reaidual F;_";’";"“
watiant) v
Assamamont
Detal

* May ba avaBabfe ala futwa dats,
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II. COLLECTION DIVISION PROCESS
Collection - WHEN: STAR Offset
Division Staff .
: 1.- Receives call from vendor.
2. Verifies caller is an authorized representative.
3. Determines what information the vendor is requesting;
A. Why has warrant been offset?

(1) Obtains warrant number from vendor.

. (2) If warrant is less than one year old, looks up offset information on
WAWARR, MARCS, or STAR screens. :

(3} If warrant is one year old or greater than one year old, looks up
offset letter on WAWARR fiche by date, then account number,

(4) Provides information about offset letter to vendor.

(5) Directs vendor to appropnate tax area for further details-of tax
liability. :

B. 'What is payment for (residual warrant)?
(1) Obtains warrant number from vendor.

(2) Looks up offset letter on WAWARR fiche by daite, then account
number.

(3) If wamrant is created prior to Qctober 1, 2003,'requests warrant
register from Receipts Processing Division. If warrant is created )
on or after October 1, 2003, Collection Division will have a copy
of the warrant register.

(4) Looks up warrant number on warrant register fiche.

(5) Provides MAIN invoice information to caller.

(6) Directs caller to appropriate- tax area for further details of tax
' liability.
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Collection . - 3. C. Where is my payment?
Division Staff
(cont.) : . (1) Ifecaller does not have warrant number or offset letter and knows a

payment is expected:

(a) Searches MAIN, STAR or WAWARR. screens by vendor
name to determine warrant number.

(b) If warrant is less than one year old, looks up warrant number
on MAIN, STAR or WAWARR screens.

D. If searching through MAIN:
(1) Looks up vendor name on 3A screen (Vendor Alpha Inquiry).

(2) Searches for warrant number on, 85 screen (Vendor Transaction
Inquiry) to determine warrant number..

(3) Looks ‘up warrant information on 47A screen (Warrant Status
Maintenance).

E. Ifsearching through STAR:

(1) Looks up vendor name on XRALPH screen. -
(2) Determines warrant number.
(3) Looks up wamant information on MAIN 47A screen.

F. Ifsearching through WAWARR:
(1) Looks up vendor name on WANAME screen.

(2) Determines warrant number.

(3} Looks up warrant information on MAIN 47A screen.

(4) Provides payment information to caller.

(5) Directs caller to appropriate tax area for further details on tax
liability.

4. If warrant is greater than one year old, looks up warrant number on
WAWARR fiche by date, then account number.

A. Using warrant number, locks up warrant detail on warrant register
fiche..

B. Provides payment information to caller.

C. " Directs cailer to appropriate fax area for further details on tax liability.
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Collection - " WHEN: GAL Offset
Division Staff
{cont.) ' 5. Receives call from vendor.

6. Verifies caller is an authorized representative.
7. Determines what information the vendor is requesting.
A. Why has warrant been offset?

(1) Looks up debt information on GAL summary screen.

(2) If information is less than one year old:

(@) Looks up attorney information on GAL detail screen.
(b) Provides payment information to caller.
(c) Directs caller to garnishee for further details, if necessary.

(3) If information is one year or older:

(a) Looks up ID number on GAL disclosure screen.

(b) Looks up payment information on GAL offset fiche.

(¢) Provides payment information to caller.

(d) Directs caller to garnishee for further details, if necessary.

Note: If warrant is created priox to October 1, 2003, request warrant
register from Receipts Processing Division. If warrant is
created after October 1, 2003, Collection Division will have a
copy of the warrant register.
B. Whatis payﬁlcnt for?
(1) Looks up payment information on WAWARR screen.

@ If information is less than one year old: .

(a) Looks up attorney information on GAL detail screen.
(b) Provides payment information to caller.
(c) Directs ealler to garnishee for further details, if necessary.

(3) If information is one year or older:
- (a) Looks up ID number on GAL disclosure screen.
(b) Looks.up payment information on Garishment offset fiche.

{¢) Provides payment information to caller.
(d) Directs caller to garnishee for further details, if necessary.
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' | Effective Date 1-1-2006
Page 15 of 20
Collection 7. C. Where is my payment?
Division Staff ' :
{cont.) {1} Loocks up ID numbsr on GAL detail screen.

(2) Ifinformation is less than one year old:

(a) Looks up warrant information on MAIN 85 or 47A screen.
(b) Provides payment information to caller.
-(¢) Directs caller fo garnishee for further details, if necessary,

(3) Ifinformation is one year or older:
(a) Looks up ID number on GAL disclosure screen. .
(b) Looks up payment information on Gamishment offset fiche.
(c) Provides payment information to caller.

(d) Directs caller to garnishee for further details, if necessary,

8. Sees attached warrant database purge processing table for more information
on the purge process and the retention process. (See Exhibit L.)
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| rdentification BT-11011
Bulletin
| Eftective Dato 1-1-2006

Subject: Warrant Offset Process (Vendor Payments) Using

Page 16 of 20

Exhibit k

s Warrant foset Procéss-" |
.verv-lew

eridoi'pésiment hreéte N
by agency

{bank 1o ooo:ooa) :

LR, .'
Payment Tileis
nin agalnst -
outstandmg
debt database
tablelf te”

Payment is
pror:assed and
sent to reciplent

Dogs accqaunt
number match to
database?

| ' . . Residual warrant ]
‘ 3 y issued : .
Y;s . Payment is offset (bank id 001), Caver Page - caleulation of offset

with one or both remittance Second Page - orginal waifant dala

& b " “thifd Fage - olfset latter (possibly-
paifyf'rs: [eenTzr?xgﬁ bt inforimation | sne foreach, GAL & STAR)

Is gréater than the % )
. debt _ . N

Vendor is satisfied with
paymeiit

Now

Eléctronlc
payments are
converted to

warrants and run . Gualwarrant | " PaymentlS.
througl offset — — .Rqslciggll;:v;rrgnt At
) ) ] to recipient’,
process . (bank id 001), 5
Payment is not —_ - Femitghgé”
offset inforination_;

creaged cherPage ml:ulaliun ofotfsst .
B SecondPagu onglnal warrant detg

—Yes—¥ I Agency refer-s' ) P
o ; Agency looks up’ : Collection
Does vendor Vendor calls . vendorto | p :
. need additional agency paﬁ;?tsolgd ?iN 7 Cdlfection Divisfon f—i- ° ::::::2?12
information? A sereen (Vender Offset |- " provides
-Unlf) information' / C
. 1. Why is payment offsai?

2. What Is pavment for?

3. Where Is payment?
No h

Vender is satisfied with \
payment
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{ Identification BT-11011
) Bulletin
ve Date 1-1-2006

Page 17 of 20

Exhibit J

A

Vendor Calls
Collection Division

Verifies caller Is
" authorized

r

representative

Vtz_l:léfor_calls agency.',

A

Looks up offset

info on WAWARR

Looks up offset

f:\'{eriﬂe‘s calferis |

" Adencyt refers. .

authorized
presentative

“Whatinto doss
callernead 7

Agency loolgs ol
L warranl nuinberon | . .
R . allerto
., MAIN (478" [ : ¢ .
= sereeny” - : Collectlon Dlvisfon P

Caller has wéfran}ll
nurnber or offset
letter

Y

Caller does ot
have warrant
number of offset

Is warmrant date
less than vne
oar old?

. .| Looksup offset
Yesw Info on WAWARR

MARCS, ar STAR \ "

lefter

No

Locks up' offset'
letter on
WAWARR flche

—

Looks up warrant

Pravicles Involce
information to.

» detall on wacrant

letter an
R WAWARR fiche

Searches MAIN,
STAR or
WAWARR by
vehdor name

regisler fiche

Locks up
warrant number
Is it dal r
ossthenans >——Yes—»{  on MAIN, . M,
ear old? STAR, o ™ '.:
WAWARR:
- ' No )
¥

caller

J\

Looks up date of
warrant on
WAWARR fiche

Leoks up warrant
detail on warrant
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. Identification BT-11011

Subfect: Warrant Offset Process (Vendor Payments) Usin Bulletin
' ) Effective Date 1-1-2006

Page 18 of 20

Exhlblt K

Warrant Offset Process
Collectl 1 - GAL Offset

"\?erlﬁes ;:.a'iler is | Llc?-o_ff_—s._i.lp vqarrérjt-_' ol '_ Agency refers= .
- authorized —b{ on MAIN 47A or *rcaller fo
! representat[va * 47D screen Collechon Divi:

V

Callet has warant
- number or offset
letter

Vendor calls Verifes caller i5

Collection Division

2f infe does
: :aner need ?

+, Callel doqs neol,‘. FA
have warranf
number or offset
letter

Lecks up debt info
B on GAL summary
screen (GLSUMM)

Looks up attorney
Yesk info on GAL detail \

1=
warrant deta loss’
than one yeer
< old?

o ¥

screen {GLDETL)

Prevides payrment
Informaticn to
caller

Calleris directed fo
attornay or coust for
furiher detaits

Looks up ID# on Looks up pmt’
GAL disclosure Info on Gam L
screen (GLDIS) offset fiche

Looks up’ atterney |
~Yes - infa on GAL defail
.screen (GLDETL) \

Looks up pmt Irifa

on WAWARR arrant date less

Ihan éoe yeer
old?

Provides payment |
. Information to -

Calter Is dirdcted to

No attorney or court for
v : caller further details
Lecks up ID# on Looks up prrt /7 -
GAL disclostire --————' " Info on Garn '
screen {GLDIS) ofiset fiche

Lotks up; warrant R
Infarmation o

MAIN (85 & 47A \

" Lgoks up, [D# ori
GAL detall scréen
(GLDETL)

Warcant detd 15s8™,,
than ons year

old? sereen) Provides b ent 7
£ RN : ¥ | Ppees payme Caller is directed fo-
, - [\io callsr atlorney or court for
@.. g - ., further details
' Loaks up [D# on Looks up pmt / :
GAL disclosure »  info on Gam
sereen (GLOIS) oifset fiche
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: ) . Identification BT-11011
Subject:  Warrant Offset Process (Vendor Payments) Using . Bulletin
' Effective Date 1-1-2006
Page 19 0of 20
Exhibit L
- Wirrant Database Purge Processiig
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Identification BT-11011
‘ Bulletin

Subject: ‘Warrant Offset Process (Vendor Payments) Using § }
' ' Effective Date 1-1-2006

) Page 20 of 20

Exhibit L (cont,)
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EXHIBIT XX

Michigan Department of Treasury Job Outline JC-46001,
Vendor Payable/Receivable Match, Determine Offset

(October 1, 2000)
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” 1836 (Rev. 7-98) IS, Formerly M-1200

_ o Identification JC-46001
TREASURY DOCUMENTATION Job Outline
Subject - . .
Vendor Payable/Reccwable Match, Determme Offset - Effective -10-1-2000
Through . 10-1-2003
For ’ : Also See ' : Page 1o0f2
Collection Division BT-23028 — .
Central Office Collection ’ epraces
. » JC-46001 (11-1-82)
Special Procedures Unit JC-45019 (2-1-83)
| . ' . _ PC-49022 (2-1-83)
WHO WHEN ' : ACTION
' Vendor Offset Clerk - Notes: The State Accounts Receivable (STAR) system

matches vendor payables (warrants to be issued) to
accounts receivable and automatically offsets and
applies payments to STAR.

When certain exceptions ex13t the payments cannot be
automatically offset. The VENOFF screen displays
payable/receivable matches with exceptions. Sees
Bulletin BT-23028 for an explanation of the vendor

ofiset process. Also sees system manual for VENOFF
screen.

Daily I. Signs on to VENOFF screen and reviews first vendor
payable match.

2. Determines reason for exception, evaluates account

according to steps 3 through 11 and takes action as
appropriate:

A. Offsets the warrant, or
B. Releases one or all warrants for a vendor.

3. If name mismatch (i.e., account numbers match, but
payable/receivable names associated with that nuimber do
not match), checks AMSHDR, POTLIA. and XRNUMB
screens as necessary to verify identities.

"4, If two-party check and one party is not ]1abIe ‘releases
warrant.

5. If vendor is corporate officer or successor, checks
POTLIA screen for “Y” in Assessed field, and .verifies
secondary assessment on COMENT or SECASM screens.

A. Releases warrant if corporate officer or successor has
not been assessed.

Initials Signature-
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Sub_;ect

Vendor Payable/RecelvabIe Match, Determine Offset

Identification JC-46001
Job Outline

Effective o 10-1-2000
Through 10-1-2003
Page 2 of 2

WHO

Venddr Offset Clerk
(cont.)

WHEN

10.

11.

12.

ACTION

Or

B, . Offsets warrant if officer or successor has been.
assessed and assessment is in collectible status.

If vendor is liable party (responsibility code on POTLIA
screen is other than CRPOF or SUCCR), offsets warrant.

If account number is on suppress table, checks COMENT
screen to determine reason for suppressing offset and
takes action accordingly,

. If assessment status indicates possible bankruptcy, phones

Bankruptcy staff to determine appropriate action.

Note: If appropriate to offset, Bankruptcy staff changes
status to 001 (collectible) to allow offset, -and then
changes status back the next day.

If assessment status indicates Currently Not Collectible
(CNC) or write-off in process or approved, checks
COMENT screen for reason and verifies that Collection
statute expiration dafe (COLSED) has not expired.

If COLSED expired or reason for CNChwrite-off
indicates that offset is inappropriate, releases warrant or
applies payment to portion of account within statute.

OR

If no reason given for CNC or write-off, or ifreason is no

longer applicable, changes status code to 001 (collectible)
and offsets warrant.

Continues reviewing warrants on VENOFF screen until all
have been resolved. .

A. If necessary to be away from computer before all
resolved, enters “U” for action code to “unlock’ the
warrant currently on the screen (so. other staff may -
access the warrant and take action).

Note: All warrants on the VENOFF screen are

cleared each day.
’ -End
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EXHIBIT YY

STAR/GAL SAI Code Bypass

TO BE FILED UNDER SEAL



