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MCL 211.7u Pov: Exemption

TO: Assessors and Equalization Directors

FROM: Michigan State Tax Commission

SUBJECT: MCL 211.7u Poverty Exemption
Bulletin 3 of 2021 is rescinded.

MCL 211.7u provides for a property tax exemption, in w
residence of persons who, by reason of poverty, ar pute to the public
charges. For purposes of the poverty exemption e” means how principal
residence exemption and qualified agri%ural deflned |n MCL 211.7dd. The
exemption does not apply to property o i

made to MCL 211.7u by Public Act 253 of

Local Unit Responsibilities

MCL 211.7u requires local unj uidelines that must include the specific income
and asset levels of the appli household income and assets. If the local
unit maintains a website, th required under the statute to make the policy,
guidelines, and the poue Form 5737) available to the public on the local
unit’'s website. Additi
statutorily required 3@(which must be filed by the applicant with Form 5737) and

used to approye or deny poverty exemptions. The adopted income levels shall not be set
lower than the federal poverty guidelines published in the prior calendar year in the
Federal Register by the United States Department of Health and Human Services. For
reference, the federal poverty guidelines to be used are published annually by the State
Tax Commission.

P.O. BOX 30471 ¢ LANSING, MICHIGAN 48909
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According to the United States Census Bureau “income” includes, but is not limited to:

e Money, wages, salaries before deductions, regular contributions from persons not
living in the residence

e Net receipts from non-farm or farm self-employment (receipts from a person’s own
business, professional enterprise, or partnership, after business expense
deductions)

e Regular payments from social security, railroad retirement, unemployment, worker’s
compensation, veteran’s payments, public assistance, supplemental8ecurity
income (SSI)

e Alimony, child support, military family allotments

e Private and governmental retirement and disability pensions, regula
annuity payments

e College or university scholarships, grants, fellowships, assi

e Dividends, interest, and net income from rentals, rgyalties,
or lottery winnings

ts, gambling

g as income for
Appeals No. 302221).

The Michigan homestead property tax credit cannot be ¢
purposes of the poverty exemption. (Ferrero v Walton T

Asset Test

The local unit guidelines must include an This aSSet test must clearly state the
maximum value of all assets allowable to be'@ligi the poverty exemption. This means
that the guidelines must state a total the value of all assets cannot
exceed that total dollar amount.

The purpose of an asset testj ' resources available: cash, fixed assets or
and used to pay property taxes in the year
the poverty exemption is fil unit asset test cannot include the value of the
principal residence ( erman Twp, MTT Docket No. 236230).

t applicants provide a list of all assets when applying for a
ax Commission is providing the following list of assets that
nit asset test (this is not an exhaustive list and is provided as
be considered as assets):

Jewelry, antiques, artworks

Equipment, other personal property of value

Bank accounts (over a specified amount), stocks

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

Withdrawals of bank deposits and borrowed money

e Gifts, loans, lump-sum inheritances, and one-time insurance payments
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e Food or housing received in lieu of wages and the value of food and fuel produced
and consumed on farms

e Federal non-cash benefits programs such as Medicare, Medicaid, food stamps and
school lunches

The local unit policy may provide for an applicant to own possessions in addition to the
principal residence and still receive a poverty exemption. Examples may include, but are
not limited to:

e Additional vehicles

e More land than a minimum “footprint” for the home

e Equipment or other personal property of value, including recreation
(campers, motor homes, boats, ATV’s etc.)

e Bank account(s) (a maximum amount should be specified)

Full or Partial Poverty Exemptions

PA 253 of 2020 made changes related to granting full or@artial @@xerty exemptions. MCL
211.7u(5) states that if a person claiming the poverty exé i s all eligibility

requirements, the Board of Review shall grant the
as follows:

1. A full exemption equal to a 100% re IOl taxabl€® value for the year in which the
exemption is granted; or
2. A partial exemption equal to a i axable value for the year in which
the exemption is granted; or
3. A partial exemption equal to 380% redgiction in taxable value for the year in which
the exemption is grant:
4. A partial exemption
the exemption is gra

al t 5 duction in taxable value for the year in which

No other method of e value may be utilized, except for those percentage
reductions specific orized in statute, or any other percentage reduction approved
by the ssiog®lLocal assessing units wishing to use any other percentage

' In MCL 211.7u(5) must obtain permission for use of such
giign(s) by filing Form 5738, Request for Approval of Percentage

PercentagefReductions in Taxable Value For Poverty Exemptions Under MCL 211.7u that
details how tf€Se requests will be processed. The policy and Form 5738 are available on
the State Tax Commission’s website at https://www.michigan.gov/statetaxcommission.

The State Tax Commission recommends that local assessing units include within their
guidelines language and criteria for granting partial exemptions and/or minimum or
maximum exemptions.


https://www.michigan.gov/statetaxcommission

Page 4

Extension Of Poverty Exemptions

PA 253 of 2020, as amended by PA 191 of 2023, adds two provisions in which the local
assessing unit can adopt a resolution that would allow a taxpayer to continue to receive a
poverty exemption without having to file a new Form 5737 and other required documents
each year. Local units must adopt resolutions to utilize these provisions and the
requirements in the statute must be met.

MCL 211.7u(6): Extension for Those Persons Receiving a Fixed Inco rom Public

Assistance

from public assistance that is not subject to significant annual incr
Supplemental Security Income, Social Security disability qf retire

A person that receives an extended exemption u
rescinding the exemption with the local gssessi 45 days after: 1) ceasing to
own and occupy the property as a principalgesi ; change in household assets
or income that defeats eligibility for the pov tion. If the person fails to file the
required rescission and the property i to be ineligible for the exemption,
the person is subject to repayment taxes with interest as provided in MCL
211.7u(6)(b).

MCL 211.7u(8): Extension e 2023 Tax Year Only

is still eligible for the poverty exemption in 2023
mption for the property in tax year 2022, local
overty exemption forward for the 2023 tax year, without an

If the assessor determjge
and the person recei

poverty, an@ligccupancy status in writing by filing Form 5739.

Local Unit Audit Program Requirement

Local units that adopt a resolution to extend the poverty exemption under MCL 211.7u(6)
for up to 3 years for those persons who receive a fixed income solely from public
assistance or local units that carry the 2019 and 2020 granted poverty exemptions forward
to 2021 under MCL 211.7u(8) must implement an audit program. If found ineligible, the
taxpayer is subject to repayment of the taxes plus interest as provided in MCL
211.7u(6)(b). The State Tax Commission’s guidance on the required local unit audit
program will be published in a separate bulletin.
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How To Apply for The Poverty Exemption

To request a poverty exemption, a taxpayer must file:

1. Form 5737 Application for MCL 211.7u Poverty Exemption

2. Form 5739 Affirmation of Ownership and Occupancy to Remain Exempt by Reason
of Poverty

3. All required additional documentation (such as federal/state income tax returns)

the local assessing unit on or after January 1 but before the day prlor to th
December Board of Review during the year in which the exemptio

preceding year, including
the principal residence
residing in the princi
returns are not re
person was not r
Form 4988 Pg

f the income of an owner who is not

ot required). Federal and state income tax
residing in the principal residence if that

a federal or state income tax return. Instead,

n Affidavit may be filed for all persons residing in

. Mée@bthe federal poverty guidelines published in the prior calendar year in the

Federal Register by the United States Department of Health and Human
Services or alternative guidelines adopted by the local assessing unit. The
alternative guidelines cannot provide income eligibility requirements less than
the federal guidelines.

6. Meet the asset level test adopted by the local assessing unit.
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Board of Review Responsibilities

The Board of Review shall approve or deny the request for the poverty exemption. The
Board of Review is required to follow the policy and guidelines adopted by the local
assessing unit in granting or denying a poverty exemption. The Board of Review is not
permitted to deviate from the adopted policy and guidelines.

, or December
Or a specific

Current year poverty exemption applications can be heard at the March, Jul
Board of Review. However, there can only be one Board of Review decisiO

immediately preceding year on the principal residence o
eligibility as required by Section 7u if an exemption was
was not previously denied.

As a reminder, a person who files a clai
also appealing the assessment on the s r ty in th

for over emption is not prohibited from
ame year.

Appeal Rights

An appeal of a decision of the MarchgBoard offReview is made by completing and
submitting a petition to the Mj rip@nal no later than July 31 of the same year. A
decision of the July or Dec d eview may be appealed by completing and
submitting a petition to the Tribunal within 35 days of the July or December
Board of Review’s decisi ation on how to file an appeal is available by
contacting the Michij . Information can also be viewed on the Michigan Tax
Tribunal’s site dli .michigan.gov/taxtribunal.



https://www.michigan.gov/taxtribunal



