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POVERTY EXEMPTIONS UNDER MCL 211.7U, NEW REQUIREMENTS

Public Act (PA) 390 of 1994wassiqmdbytbecwaunrmnacatber29, 1994
and was ordered to take immediate effect. PA 390 of 1994 makes significant
chmgastothepovartyemmptimfanﬂineecﬁmznﬂuofthemchiqan
Campiled Laws (MCL). Attached is a copy of the Act.

Poverty Ex=mptions for Homesteads and Qualified Agricultural Property

in 1995, PA 390 of 1994 states that poverty exemptions may be
grmtedbyﬂenoaxﬂofmiewtoclaimmﬂmtaneownersof
homesteads only. Inthepast,povartymtialswexeavailable for any
real and personal property. :

According to PA 390 homestead means homestead or qualified agricultural
pu:opertyastmsetemsamdaﬁmdm!mznﬂdd. The following are
those definitions: ‘
W‘mﬂntportjmofadsumgormﬁtinamldple-mit
dnallmgﬂatiasubjecttoadvalmumsandisomedaxdoccupied
as a midavatyanmofﬂadwallhgormit. Homestead
also includes all of an owner's unoccupied property classified as
resi@tialﬂutisadjoj:ﬂngorcamimtothadnllingsubjectto
advalmtanasarﬂth&tismuedm\docwpieduapﬁmipalmaideme
by the owner. Oattiquityismtb:dmbyamadoraright—of—way.
runasteada]sohcludeaanyportimofapﬁxcipalmidaneofanmmer
thatis:emedorleasedtoamtherpemonasamsmaneaslongas
ﬂmtportimofthepri:cipalrasiden:ethatisrentedorleasedisless
umsotofﬂamlsquootaqeofuvjxgspwemﬂutprhr:ipal
residence. Homestead also includes a life care facility registered
under the living care disclosure act, Act No. 440 of the Public Acts of
1976, being sections 554.801 to 554.844 of the Michigan Caompiled Laws.
}hnesteuialsoimlmlespmpertymadbyacooperativem\mmg
corporatimmﬂoccupiedasaprimipalmsidabebytemnt
stockholders.

"Qualified agricultural property" means unoccupied property and related
buildings classified as agricultural, or other unoccupied property and
related buildings located on that property devoted primarily to
agriaﬂmraluseasdeﬁnedinsectimZOfthefannhndmﬂopenspace

&
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B)

C)

. preservation act, Act No. 116 of the Public Acts of 1974, being section

554.702 of the Michigan Compiled Laws. Related buildings include a
residence occupied by a person employed in or actively involved in the
agricultural use and who has not claimed a homestead exemption on other
property. Property used for commercial storage, cammercial processing,
camercial distribution, cammercial marketing, or cammercial shipping
operations or other cammercial or industrial purposes is not qualified
agricultural property. A parcel of property is devoted primarily to
agricultural use only if more than 50% of the parcel's acreage is
devoted to agricultural use. An owner shall not receive an exemption
for that portion of the total state equalized valuation of the property
that is used for a cammercial or industrial purpose or that is a
residence that is not a related building.

PA 390 of 1994 states that the poverty examption shall not be granted to
property owned by a corporation. This means that no property owned by a
corporation may receive the poverty examption even if it meets the

definition of a homestead or of qualified agricultural property.

Partial Poverty Exemption

Starting in 1995, PA 390 of 1994 authorizes partial poverty exemptions.
A partial poverty exemption is an exemption of only a part of the
taxable value of the property rather than the entire taxable value.

Poverty Exemption Guidelines

Starting in 1995, PA 390 of 1994 states that the governing body of the
local assessing unit shall detemmine the policies and guidelines which
the local assessing unit will use when deciding whether to grant poverty

exemptions.

These guidelines shall include but are not limited to the specific
income and asset levels for the person claiming the exemption and also
anyone else who is a part of the household. The income levels cannot be
set lower than the federal poverty income standards as defined and
determined anmually by the United States Office of Management and
Budget. (These federal income standards will be discussed later in this
bulletin under the heading "Federal Poverty Income Standards®) Income
levels higher than the federal poverty income standards may be set by
the governing body of the local assessing unit.

PA 390 requires that the poverty exemption guidelines include the asset
levels of the entire household. The detemination of the amount of the
asset levels is left to the discretion of the local governing body.

Local governing bodies are required by the Act to set incame and asset
levels for their poverty exemption guidelines. They may also require
additional tests that they feel are appropriate. For more information,
please refer to the next section of this bulletin labeled "Options

Available to the Governing Body."




D)

E)

In order to qualify for the poverty exemption, the claimant must meet
g_l_lofthetestssetbythelocalgoverningbody. For example, it is
possible that a claimant might meet the income test for the poverty
e:oatptionmtnotneettheassetleveltestorsateothertestsetby
the local governing body. In this situation the claimant would not
qua.lifyfortheexatptioneventhoughthejncanet&stwasmet.

PA 390 requires that local assessing units make available to the public
their policies and guidelines for the granting of poverty exemptions.

‘The Board of Review shall follow the policies and guidelines of the

local assessing unit when granting or denying a poverty exemption. The
smestarﬂaxtbs}mllapplytoeachclajmntjnﬂemitforthe
assesmxtyear‘mﬂessttebmdofmiwdaminasﬂmeam
mwmialmﬂompellingmuhythamalnﬂdbeadevintimﬁan
mmmmmmmmmmm
commmicated in writing to the claimant.®

(ptianmjlabhmﬂammaody
PA390:equirestlntthepovertyemarptimwidelhlessetbythe
governing body of the local assessing unit include incaome and asset
levels. ﬂektfurﬂarzequhesﬂntﬂnhmlevelsﬂbeset
lower than the federal poverty income standards.

Hc;wever,theActdoesallwthegovemjngbodysatediscretion. The
following are same examples:

1) 'nemmtoftheassetleveltestisaetbyﬂ\egovenumbody.

2) 'megovenm\gbodyuayestablishitsownrequjmmsmaddition
to the mandated income and asset level tests.

3) th:epartialpovartyexalpdmsamallwad,agwenmlgbody

cwldlimititspovertym:ptiaxstopartialexatptionsorto
minimum or maximum exemptions of their chooeing.

Filing for the Poverty Examption

In order to be eligible for the poverty exemption, the claimant must do
all of the following on an annual basis:

1) Onnandoccupyasalmiesteadthepxopertyforwhichtheexetption
is requested. Homestead is defined in part A of this bulletin.

2) File a claim with the supervisor or the board of review after
JanuarylMtbeforethedaypriortothelastdayoftheboardof
reviewmafompmvi:bdbyﬂ\elocalassessingunit.

Note: The filing of this claim constitutes an appearance before
themmhboudofreviewforthepnposeofpreservingtheright
toappealtothem.chigan'rax'rrjhxul.



F)

G)

3) Provide federal and state incame tax returns for all persons
residing in the homestead including any property tax credit
returns. These incame tax returns may be those filed in the
current year or in the immediately preceding year.

4) Produce a valid driver's license or other form of identification
if requested by the supervisor or board of review.

5) Produce a deed, land contract, or other evidence of ownership of

the property for which an exemption is being requested if required

6) a) Meet the federal poverty income standards as defined and
determined annually by the United States Office of Management
and Budget which will be discussed later in this bulletin
under the heading "Federal Poverty Incame Standards” OR

b) Meet alternative incame standards adopted by the governing
body of the local assessing unit. IMPORTANT: ALTERNATIVE

7) Meet the asset levels set by the governing body of the local
assessing unit.

8) Meetanyotherteststhatmaybesetbythegovenﬁ.ngbody.

AClaimmxtlhy!bqaestaPovertyExmptimarﬂAmealthequpetty's
Assessment to the March Board of Review

PA 390 of 1994 states that a person who files a claim to the Board of
Review for a poverty exemption may also appeal the assessment of the
property to the board of review in the same year.

Federal Poverty Income Standards

The following are the federal poverty income standards which the United
States Office of Management and Budget recommends that federal
departmtsandagem:iesuse_.

ﬁestandaxdsareachmllyoawiledamimblis}edbythe&meauofthe
Census which refers to them as "Poverty Thresholds."

The following are the Poverty Thresholds as of 12-31-94 for use in
setting poverty exemption guidelines for 1995 assessments:

No. of Persons

Residing in Homestead Poverty Threshold
1 person (if age not considered) . . . . . . o« o e s $ 7,363
1 person Under 65 years 7,518
lperson 65 years andover . . . . . . . . . 6,930




2persons(ifagemtoonsidered) $ 9,414

2 persons with householder being under 65 years . . 9,728
2personswith}nuse}nlderbei.ng 65 years and over . 8,740
3PEIBONS .« « ¢ o o o o o o o o s o o s e .o 00 $11,522
4 PEISONS . « « « o o o o o o o o o = ot e s e 0w 14,763
Spersons . . . . o R . o 17,449
6 persons . « . . o o o o e e s e e e s e e e 19,718
7persons . . . .+ o o e e e e e s e e e e e e e 22,383
BPEIBONS .« « o « « o o o o o o s s o o o o @20 24,838
9 persons Or MOre . « « » « e e e e s s e s e e e 29,529

‘l‘hegovexnh\gbodyofthelocalasseesﬁgunithasﬂxeoptionof
considering the age of the resident(s) when establishing their

. 'm.i.sp:ovisi.monlyappliesw}mlor2personsmidein
thelmesteadbecmsetlmammagerelatedﬂxmstnldsfoerersons
or more in the hamestead.

Intheabovetable,thatem'lu:selblder“isusedwtmtlmarez
persons residing in the homestead. If a house is owned jointly by a
husband and wife, either the husband or wife may be listed as the
householder.

The Bureau of the Census defines incame to include the following:
1) Money wages and salaries before any deductions.
2) Net receipts from nonfamm self-employment. These are receipts

from a person's own business, professional :
enterprise, or partnership, after deductions for business
expenses.

3) Net receipts from farm self-employment. These are receipts from a
farm which one oparates as an owner, renter, or sharecropper,
after deductions for farm operating expenses.

4) Regular payments from social security, railroad retirement,
unemployment compensation, strike benefits from union funds,
workers' compensation, veterans' payments, public assistance
(including Aid to Families with Dependent Children, Supplemental
Security Incame, Emergency Assistance money payments, and non-
Federally-funded General Assistance or General Relief money
payments) .

5) Alimony, child support, and military family allotments or other
regular support from an absent family member or someone not living
in the household.

6) Private pensions, government employee pensions ( including
military retirement pay), and regular insurance or annuity
. payments.

7) College or university scholarships, grants, fellowships, and
assistantships.



H)

I)

8) Dividends, interest, net rental incame, net royalties,
periodic receipts from estates or trusts, and net gambling or
lottery winnings.

Income does nmot include the following:

1) Money received from the sale of property such as stocks, bonds, a
house, or a car unless a person is in the business of selling such

property.
2) Withdrawals of bank deposits and borrowed money.

3) Tax refunds, gifts, loans, lump-sum inheritances, one-time
insurance payments.

4) Food or housing received in lieu of wages and the value of food
and fuel produced and consumed on farms.

5) Federal noncash benefit programs such as Medicare, Medicaid, food
stamps, school lunches.

Appeal of Poverty Exemptions to the Michigan Tax Tribunal

A property owner may appeal the March Board of Review's decision on a
poverty exemption to the Michigan Tax Tribunal. This appeal must be
made by June 30. An assessor may also appeal the March Board of
Review's decision on a poverty exemption to the Michigan Tax Tribunal.

Camments by the State Tax Commission

The State Tax Commission is concerned regarding the apparent trend
toward abuse of the poverty ewamption. The rules and guidelines that
this new Act provides will enable local units to more fairly and
consistently exampt qualifying property owners, and will provide better
audit tools to local units and the State Tax Commission to prevent abuse
of the examption. Recently, in some units, there was a growing trend
toward the wholesale granting of poverty exemptions for "political®
purposes. Assessors, Boards of Review and Supervisors should all be
aware that the 1963 Michigan Constitution still provides a narrow
construction of what is, and what is not exempt. Only those poverty
exemptions where the claimant meets the requirements of the Act should

be granted.




Act No. 390
Public Acts of 1994
Approved by the Governor
December 29, 1994
Filed with Secretary of State
December 29, 1994

STATE OF MICHIGAN
87TH LEGISLATURE
REGULAR SESSION OF 1994

Introduced by Reps. Bullard, Dobb, Kukuk and Galloway

ENROLLED HOUSE BILL No. 5019

AN ACT to amend section 7u of Act No. 206 of the Public Acts of 1893, entitled as amended “An act to provide for
the assessment of rights and interests, including leasehold interests, in property and the levy and collection of taxes
thereon, and for the collection of taxes levied; making such taxes a lien on the property taxed, establishing and
continuing the lien, providing for the sale 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 therewith; to imit 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
ineumedbyunitsofloalgovemment;toprovidepenalﬁesfortheviohtionofﬂﬁsaa;andtorepedeeruinactsand
parts of acts in anywise contravening any of the provisions of this act,” as amended by Act No. 313 of the Public Acts
of 1998, being section 211.7u of the Michigan Compiled Laws.

The People of the State of Michigan enact:

Section 1. Section 7u of Act No. 206 of the Public Acts of 1893, as amended by Act No. 313 of the Public Acts of 1993,
being section 211.7u of the Michigan Compiled Laws, is amended to read as follows:

Sec. 7u. (1) The homestead of persons who, in the judgment of the supervisor and board of review, by reason of
poverty, are unable to contribute toward the public charges is eligible for exemption in whole or in part from taxation
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 do all of the following on an annual basis::
(2) Be an owner of and occupy as a homestead the property for which an exemption is requested.

(b) File a claim with the supervisor or board of review on a form provided by the local assessing unit, accompanied
by federal and state income tax returns for all persons residing in the homestead, including any property tax credit
returns, filed in the immediately preceding year or in the current year. 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.

(¢) Produce a valid driver’s license or other form of identification if requested by the supervisor or board 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.

(253)



. (e) Meet the federal poverty income standards as defined and determined annually by the United States office of
management and budget 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 shall be filed after January 1 but before 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 the local assessing unit uses for the granting of exemptions under this section. The guidelines shall include
but not be limited to the specific income and asset levels of the claimant and total household income and assets.

(5) The board of review shall follow the policy and guidelines of the local assessing unit in granting or denying an
exemption under this section unless the board of review determines there are substantial and compelling reasons why
there should be a deviation from the policy and guidelines and the substantial and compelling reasons are communicated
in writing to the claimant.

(6) A person who files a claim under this section is not prohibited from also appealing the assessment on the property
for which that claim is made before the board of review in the same year. .

(D) As used in this section, “homestead” means homestead or qualified agricultural property as those terms are
defined in section 7dd.

This act is ordered to take immediate effect.

Co-Clerk of the House of Representatives.

— e eSS

Secretary of the Senate.
Approved
Governor.
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