Summary of Changes to MCL 211.7u Poverty Exemption in Public Act 253 of 2020

Public Act 253 of 2020 was signed into law on December 23, 2020. The Act made several changes
to the poverty exemption statute (MCL 211.7u) that will impact how local units, assessors, and boards
of review handle the exemption starting with the 2021 tax year:

e Removes the word “supervisor” from statute, making it clear that only the Board of Review
can grant/deny poverty exemption

e Clarifies that the federal income levels used are those adopted in the prior tax year (2020
federal levels are used for 2021 exemptions)

» Requires the local unit to make the policy, guidelines and application form available on their
website

¢ Removes the ability for Boards of Review to deviate from the adopted policy/guidelines for
“substantial and compelling reasons”

* Local units can adopt a resolution that allows an exemption granted in 2019 or 2020 to carry
forward to 2021, 2022 and 2023 for those persons who receive a fixed income solely from
public assistance that is not subject to significant annual increases (Federal Supplemental
Security Income, Social Security disability or retirement benefits). Local units can also adopt
a resolution for any new exemptions in 2021, 2022 or 2023 to remain exempt for up to 3 years
for persons who receive a fixed income (MCL 211.7u(6))

* Local units can carry a poverty exemption forward that was granted in 2019 or 2020 for the
2021 tax year, without an application or protest to the Board of Review. Local units must
adopt a resolution by February 15, 2021 to carry the exemption forward (MCL211.7u(8))

s If a person meets all eligibility requirements in statute, the Board of Review must grant a full
exemption equal to a 100% reduction in taxable value OR a partial exemption equal to a 25%
or 50% reduction in taxable value OR any other percentage reduction in taxable value
approved by the STC

A person receiving the extended exemption in MCL 211.7u{6) for up to 3 years due to receiving a
fixed income is required to file an affidavit rescinding the exemption within 45 days of no longer
being eligible for the exemption.

Local units that adopt a resolution to extend the poverty exemption for up to 3 years for those persons
who receive a fixed income solely from public assistance or local units that carry the 2019/2020
granted poverty exemptions forward to 2021 must implement an audit program and if found ineligible,
the person is subject to repayment of the taxes plus interest.

Local units may need to revise their guidelines, policies, etc to implement the changes in statute. This
includes revised guidelines that remove any other calculation of the taxable value for approved
poverty exemptions, i.e. formulas that take into consideration the homestead tax credit to calculate
the property tax liability and revised TV based on that calculated tax liability. The guidelines may
only provide for a full exemption equal to a 100% reduction in taxable value (TV of Q) or a partial
exemption equal to a 25% reduction or 50% reduction in taxable value, or any other percentage
reduction approved by the State Tax Commission.

PA 253 requires the State Tax Commission to issue a bulletin on how to develop and implement the
audit program for the extended poverty exemption provisions in MCL 211.7u{6) and (8). The State
Tax Commission will also be working to create the statutorily required poverty application form and
other necessary forms and guidance.

Provided by State Tax Commission January 8, 2021
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Introduced by Senators Runestad and Chang

ENROLLED SENATE BILL No. 1234

AN ACT to amend 1893 PA 206, entitled “An act to provide for the assessment of rights and interests, including
leasehold interests, in property and the levy and collection of taxes on property, and for the collection of taxes
levied; making those taxes a lien on the property taxed, establishing and continuing the lien, providing for the
sale or forfeiture and conveyance of property delinquent for taxes, and for the inspection and disposition of lands
bid off to the state and not redeemed or purchased; to provide for the establishment of a delinquent tax revolving
fund and the borrowing of money by counties and the issuance of notes; to define and limit the jurisdiction of the
courts in proceedings in connection with property delinquent for taxes; to limit the time within which actions may
be brought; to prescribe certain limitations with respect to rates of taxation; to prescribe certain powers and duties
of certain officers, departments, agencies, and political subdivisions of this state; to provide for certain
reimbursements of certain expenses incurred by units of local government,; to provide penalties for the violation

of this act; and to repeal acts and parts of acts,” by amending section 7Tu (MCL 211.7u), as amended by 2012
PA 135.

The People of the State of Michigan enact:

See. 7u. (1) The principal residence of a persan whe, in the judgment of the supervisor and board of review, by
reason of poverty, is unable to contribute toward the public charges is eligible for exemption in whole or in part
from the collection of taxes under this act. This section does not apply to the property of a corporation.

(2) To be eligible for exemption under this section, a person shall, subject to subsections (6) and (8), do all of
the following on an annual basis:

(a) Own and occupy as a principal residence the property for which an exemption is requested. The person
shall affirm this ownership and occupaney status in writing by filing a form preseribed by the state tax commigsion
with the local assessing unit.

(b) File a claim with the board of review on a form prescribed by the state tax commission and provided by the
local assessing unit, accompanied by federal and state income tax returns for all persons residing in the principal
residence, including any property tax credit returns, filed in the immediately preceding year or in the current
yvear. Federal and state income tax returns are not required for a person residing in the principal residence if that
person was not required to file a federal or state income tax return in the tax year in which the exemption under
this section is claimed or in the immediately preceding tax year. If a person was not required to file a federal or
state income tax return in the tax year in which the exemption under this section is claimed or in the immediately
preceding tax year, an affidavit in a form prescribed by the state tax commission may be accepted in place of the
federal or state income tax return. The filing of a claim under this subsection constitutes an appearance before
the board of review for the purpose of preserving the claimant’s right to appeal the decision of the board of review
regarding the claim.
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(c) Produce a valid driver license or other form of identification if requested by the supervisor or baard of
review.

(d) Produce a deed, land contract, or other evidence of ownership of the property for which an exemption is
requested if required by the supervisor or board of review.

(2) Meet the federal poverty guidelines published in the prior calendar year in the Federal Register by the
United States Department of Health and Human Services under its authority to revise the poverty line under
42 USC 9902, or alternative guidelines adopted by the governing body of the local assessing unit provided the
alternative guidelines do not provide income eligibility requirements less than the federal guidelines.

(3) The application for an exemption under this section must be filed after January I but hafore the day prior
to the last day of the board of review.

{4) The governing body of the local assessing unit shall determine and make available to the public the policy
and guidelines used for the granting of exemptions under this section, If the local assessing unit maintains a
website, the local assessing unit shall make the policy and guidelines, and the form described in subsection (2)(b),
available to the public on the webaite. The guidelines must include, but are not limited to, the specific income and
azaet levels of the ¢laimant and total household income and assets.

(6) The board of review shall follow the policy and guidelines of the local assessing unit in granting or denying
an exemption under this section. If a person claiming an exemption under this section is qualified under the

eligibility requirements in subsection (2}, the board of review shall grant the exemption in whele or in part, as
follows:

(@) A full exemption equal to a 100% reduction in taxable value for the tax year in which the exemption is
granted.

(b) A partial exemption equal to 1 of the following:
(i) A B0% or 26% reduction in tazable value for the tax year in which the exemption is granted.

(if) As approved by the state tax commission, any other percentage reduction in taxable value for the tax year
in which the exemption is granted, applied in a form and manner prescribed by the state tax commission,

(6) Notwithstanding any provision of this section to the contrary, a local assessing unit may permit by
resolution a principal residence exempt from the collection of taxes under this section in tax year 2019 or 2020,
or hoth, to remain exempt under this section in tax years 2021, 2022, and 2028 without subsequent reapplication
for the exemption, provided there has not been a change in ownership or occupancy status of the person sligible
for exemption under subsection (2}, and may permit a principal residence exempt for the first time from the
collection of taxes under this section in tax year 2021, 2022, or 2023 to remsain exempt under this section for up
to 3 additional years after its initial year of exempt status without subsequent reapplication for the exemption,
provided there has not been a change in ownership or occupancy status of the person eligible for exemption under
subsection (2), if the person who establishes initial eligibility under suzbsection (2) receives & fixed income solely
from public assistance that is not subject to significant annual increases beyond the rate of inflation, such as
federal Supplemental Security Income or Social Security disability or retirement benefits. Both of the following
apply to & person who obtains an extended exemption under this subsection:

(a) The person shall file with the local assessing unit, in a form and manner prescribed by the state tax
commiagion, an affidavit rescinding the exemption as extended under this subsection within 45 days after either
of the following, if applicable:

(©) The person caases to own or occupy the principal residence for which the exemption was extended.

(i1} The perscn experiences a change in household assets or income that defeats eligibility for the exemption
under subsection (2},

(b) If the person fails to file a rescission as required under subdivision (a) and the property is later determined
to be ineligible for the exemption under this section, the person is subject to repayment of any additional taxes
with interest as deseribed in this subdivision. Upon discovery that the property is no longer eligible for the
exemption under this section, the assessor shall remove the exemption of that property and, if the tax roll is in
the local tax collecting unit’s possession, amend the tax roll to reflect the removal of the exemption, and the local
treasurer shall, within 30 days of the date of the discovery, issue a corrected tax bill for any additional taxes with
interest at the rate of 1% per month or fraction of a month computed from the date the taxes were last payable
without interest. If the tax roll is in the county treasurer’s possession, the tax roll must be amended to reflect the
removal of the exemption and the county treasurer ghall, within 30 days of the date of the removal, prepare and
submit a supplemental tax bill for any additional taxes, together with intereat at the rate of 1% per month or
fraction of a month computed from the date the taxes were last payable without interest. Interest on any tax set
forth in a corrected or supplemental tax bill again begina to acerue 60 days after the date the corrected or
supplemental tax bill is issued at the rate of 1% per month or fraction of a month. Taxes levied in a corrected or
supplemental tax hill must be returned as delinquent on tha March 1 in the year immediately succeeding the year
in which the corrected or supplemental tax bill is issued.
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(7) A person who files a claim under this section is not prohibited from also appealing the assessment an the
property for which that claim is made before the board of review in the same year.

(8) Notwithstanding any provision of this section to the contrary, if the assessor determines that a principal
residence of a person by reason of poverty is still eligible for this exemption and the property was exempt from
the collection of taxes under this section in tax year 2019 or 2020, or both, the property shall remain exempt from
the collection of taxes under this section through tax vear 2021 if, on or before February 15, 2021, the governing
body of the local assessing unit in which the principal residence is located adopts a resolution that continues the
exemption through tax year 2021 for all principal residences within the local assessing unit that were exempt
from the collection of taxes under this section in tax year 2019 or 2020, or both. The local assessing unit may
require the owner of a principal residence exempt from the collection of taxes under this subsection to affirm
cwnership, poverty, and occupancy status in writing by filing with the local assessing unit the form preseribed by
the state tax commission under subsection (2){a).

(9) A local assessing unit that adopts a resolution under subsection (6) or (8) must develop and implement an
audit program that includes, but is not limited to, the audit of all information filed under subsection (2). If property
is determined to be ineligible for exemption as a result of an audit, the person who filed for the exemption under
subsection (2) is subject to repayment of additional taxes including interest to be paid as provided in
subsection (6)(b). The state tax commission shall issue a bulletin providing further guidance to local assessing
units on the development and implementation of an audit program under this subsection.

(10} As used in this section, “principal residence” means principal residence or qualified agricultural property
as those terms are defined in gection 7dd.

This act is ordered to take immediate effect.
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