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PA 116 Farmland Preservation: Considerations for the General Practitioner 

By D. Raghav Shan 

 

What is Farmland Preservation all about? 

The Michigan Department of Agriculture and Rural Development (MDARD) oversees the 
administration of the Farmland and Open Space Preservation Program. The Farmland 
Development Rights Agreement (commonly known as PA 116), is a reciprocal negative 
easement that puts a “temporary restriction on the land between the State and a 
landowner, voluntarily entered into by a landowner, preserving their land for agriculture 
in exchange for certain tax benefits and exemptions for various special assessments.”1  

 
The Michigan legislature established PA 116 in 1975, in response to the loss of farmland 
associated with high property taxes.2 Michigan is one of the few states in the nation 
with market-value based property [taxation].3 Agricultural lands near developing urban 
areas were being taxed based on what their land would sell for if converted into 
housing developments or strip malls.4 As a result, Michigan was losing cropland at an 
average rate of six percent a year, so PA 116 was established to curb that loss. 5 
 
According to MDARD, PA 116’s benefits include: 

1. Tax Credits: The benefits under a Farmland Agreement will depend upon the 
property tax assessed against the property and the income of the landowner. 
For example, if the owner has an income of $20,000 and property taxes on the 
farm total $2,000, he/she would subtract $700 (3.5% of $20,000) from the 
$2,000 property tax for an income tax credit of $1,300.  This tax credit is in 
addition to the Homestead Property Tax Credit, for which the landowner may 
already be qualified [but the combination of credits cannot exceed the 
taxpayer’s total tax obligation.] 
 

2. Special Assessments: Lands that qualify and are enrolled in the program are 
exempted from special assessments for sanitary sewers, water, lights, or non-
farm drainage unless the assessments were imposed prior to the recording of 
the Farmland Agreement. Land which is exempted from the special assessment 
will be denied use of the improvement unless and until that portion of the 
special assessment directly attributable to the actual use of the improvement is 
paid. When the Farmland Agreement is terminated, the local government may 

                                                           
1 MDARD, Farmland and Open Space Preservation Program, (accessed July 31, 2017)  
2 MDARD, Farmland Preservation--2016, (accessed June 12, 2017) 
3 Id. 
4 Id. 
5 Id. 

http://www.michigan.gov/mdard/0,4610,7-125-1599_2558-10301--,00.html
http://www.michigan.gov/documents/mdard/FY16_MDARD_ESD_FLP_PA116_560725_7.pdf
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require payment of the special assessment, however, the amount of the 
assessment shall not exceed the amount the assessment would have been at 
the time of the exemption and shall not include any interest or penalty.6 

So, why should the general practitioner care? 

First, as of July 2016, there are approximately 44,200 active PA 116 agreements, with 
that number steadily increasing.7 Eligible landowners have enrolled 3.3 million acres of 
Michigan’s 10 million acres of farmland, for farmland preservation.8 The program helps 
stabilize the agricultural infrastructure and stimulates economic development associated 
with food and agriculture, as that sector contributes $102 billion to Michigan’s 
economy.9 According to the graphic below, enrolled farmland is located all over the 
state, therefore, the breadth of this program, makes it likely that the general 
practitioner will encounter a client who has a PA 116 issue. 
 

                                                           
6 MDARD, Farmland and Open Space Preservation FAQ, (accessed June 14, 2017). 
7 Farmland Preservation--2016, supra. 
8 Id. 
9 Id. 

http://www.michigan.gov/mdard/0,4610,7-125-1599_2558-10312--,00.html
http://www.michigan.gov/documents/mdard/FY16_MDARD_ESD_FLP_PA116_560725_7.pdf
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10 MDARD, PA 116 Acres Enrolled in Program, (accessed June 12, 2017). 

http://www.michigan.gov/documents/mdard/PA116_Enrollment_Map_531166_7.pdf
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Second, preparing, administering, and executing deeds, wills, and trusts are 
commonplace for the general practitioner, making knowledge and awareness of the 
program necessary to render the most complete services to clients. With original 
enrollees passing away and transferring the land to descendants, or selling their land 
while still enrolled in the program, the question of what implications enrolled land has 
for the subsequent owner or descendants is one that the general practitioner should be 
able to adequately answer and convey to their client. 

 
For example, what are the steps a landowner needs to take to enroll in the program to 
begin with? Or, how does the landowner or subsequent owner extend the agreement 
for a longer lease period? Or, what happens if the subsequent owner no longer wants 
to be part of the program? The following addresses common considerations for clients 
that are eligible landowners who want to enroll in PA 116, change their existing 
agreement, or terminate the agreement prior to the end of the lease period. 
 
Enrolling in the Program 

To be part of the program, a landowner must enroll a minimum of five acres to the 
program.11 Parcels between five and 39.9 acres must be at least 51 percent in 
agricultural production and must produce a gross annual income from farming of $200 
or more per farmed acre.12 After establishing the landowner is eligible, the landowner 
applies for local government approval.13  
 
Then, the local government has 45 days to approve or reject the application after 
seeking comments from the county or regional planning commission, the soil 
conservation district, a city if the land is within three miles of a city or a village if the 
land is within one mile of the village.14 
 
If approved, the application is forwarded to the Michigan Department of Agriculture, 
Farmland, and Open Space Preservation Office,15 for a ten-year period. If the 
application is rejected, or if no action is taken by the local governing body, the applicant 
may appeal directly to [MDARD].16 
 
Transferring an Agreement 

To convey enrolled land to another person or party, the Farmland Preservation office 
must receive a copy of the deed or land contract which was used to convey the land to 
the new owner and a copy of the completed transfer form.17 If the transfer is due to 

                                                           
11 Farmland Preservation--2016, supra; Application for Farmland Agreement 
12 Id. 
13 Id.  
14 MDARD, Enrolling in the Farmland Preservation Program, (accessed June 14, 2017).  
15 Id. 
16 Id.  
17 Farmland and Open Space Preservation FAQ, supra. 

http://www.michigan.gov/documents/PA_116_Application_Form_36531_7.pdf
http://www.michigan.gov/mdard/0,4610,7-125-1599_2558-11739--,00.html
http://www.michigan.gov/mdard/0,4610,7-125-1599_2558-10312--,00.html
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death, then a copy of the death certificate must be sent in addition to the deed and 
transfer form.18 
 
 

Common Issues with Transfers 

According to Richard Harlow, the program manager of the Farmland Preservation 
program, the following are common issues his department comes across when 
processing transfers: 
 

1. Incomplete chain of title 
2. Incomplete conveyance (e.g. missing legal description, notary and signature 

page cut off, etc.) 
3. No death certificate included 
4. No listing of LLC members when businesses involved in transfers 
5. Legal description has additional exclusions not in the deed 
6. Agreement is not being extended when it needs to be for continual participation 

in the program  
 

Therefore, attorneys assisting clients with PA 116 transfers will be well-served to ensure 
accuracy of the documents being submitted by not only referencing MDARD materials 
about the program, but carefully examining the documents being sent as well. 
 
Early Termination of All or Part of a PA 116 Agreement  

The Michigan legislature has allowed for the termination of all land in, or the release of 
a parcel from, PA 116 before the agreement’s expiration when:  
 

• Death or disability of an Agreement holder or a person essential to the farm 
operation [occurs]. 

• A parcel up to two acres with a structure on it that pre-dates the Agreement. 
• A parcel of up to two acres for construction of a residence for a person essential 

to the farm [is needed]. 
• The farmland is economically inviable. 
• Surrounding land usage restricts farming. 
• Natural irreversible change occurs to the land, which restricts farming. 
• A court order restricts farming. 
• Public interest is served by the release.19 

 

                                                           
18 MDARD, Transfer Request Form, (accessed June 14, 2017)  
19 MDARD, Early Termination of All or Part of a Farmland Development Rights Agreement, (accessed June 
14, 2017). 

http://www.michigan.gov/documents/MDA_TRANSFER_PROCEDURE_FARMLAND_132449_7.pdf
http://www.michigan.gov/mdard/0,4610,7-125-1599_2558-362297--,00.html
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In addition to the request, other items may be necessary for submission, depending on 
the request’s nature, and whether the request for termination is for all or some of the 
agreement, including, but not limited to: 
 

• Copy of the death certificate (request must be within 3 years of date of death). 
• A resolution of approval from the zoning authority (usually the township board) 

that indicates the release is for someone essential to the farm according to the 
definition in the law governing the program. 

• Signed statement from the tax assessor that indicates at least one structure on 
the parcel to be removed predates the Farmland Agreement. 

• Documentation of public interest.20 
 
Lastly, it is important to note that there is a repayment for release of land, which is 
typically tax credits received during the last seven years, and in some cases with an 
added interest penalty. 
 
Implications Upon Expiration of the Agreement 
 
During the last year of a PA 116 agreement, the landowner can choose to extend the 
agreement or let it expire.21 
 
Extension: After the initial 10-year agreement term, the agreement may be extended 
for up to 90 years total, with a minimum of 7 years at a time.22 
 
Expiration: If the agreement holder chooses to let the agreement expire, then 
repayment of tax credits received during the last seven years under the agreement is 
required.23 The Michigan Department of Treasury will determine the amount of tax 
credits received during the last seven years [and] the landowner will be notified of the 
amount.24 If it is not paid within 30 days, a lien will be placed against the property, 
[but], if credits were not taken during the last seven years, then no lien will be placed 
[on the property].25 
 
Where can the general practitioner find more information? 
 
PA 116 is a symbiotic program between landowners and the state, helping to prevent 
landowners from being taxed out of their farmland operations, while also allowing the 
state to sustain and grow its multi-billion dollar agriculture industry. With increasing 
participation in the program, the general practitioner should be familiar with PA 116’s 

                                                           
20 MDARD, Request for Release of Part of an Agreement Prior to Expiration, (accessed June 14, 2017). 
21 Farmland and Open Space Preservation FAQ, supra. 
22 Id. 
23 Id. 
24 Id. 
25 Id. 

http://www.michigan.gov/documents/MDA_rlease_part_agrmnt_154771_7.pdf
http://www.michigan.gov/mdard/0,4610,7-125-1599_2558-10312--,00.html
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ins and outs. For more information, please visit the Farmland Preservation section of 
the MDARD website, where you can find detailed information about the intricacies of 
the program as well as the forms, discussed above, for PA 116 enrollment, transfers, 
terminations, etc.  The Farmland Preservation division of MDARD can also be contacted, 
by phone at (517) 284-5663, or by e-mail at PA116@michigan.gov. 
 

D. Raghav Shan is an extern for the Michigan Department of Agriculture and Rural 
Development and third-year law student at WMU-Thomas M. Cooley Law School.    
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mailto:PA116@michigan.gov

