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A SUMMARY OF HOUSE BILL 4856 ASINTRODUCED 5-30-01

The bill would amend the Income Tax Act to adjust annually the household income limits
that determine eligibility for homestead property tax credits. This would apply to tax years
beginning after December 31, 2000. The adjustment would reflect the annual average
percentage increase in the U.S. consumer price index for al urban consumers in the immediately
preceding tax year.

The Income Tax Act alows taxpayers to clam credits if their property taxes exceed a
certain percentage of income. The basic credit allows a taxpayer a credit for 60 percent of the
amount by which property taxes exceed 3.5 percent of household income. More generous credits
exist for taxpayers in special categories, such as senior citizens and people classified as
paraplegic, hemiplegic, and quadriplegic or totally and permanently disabled. Thereis aso an
aternate credit available to eligible armed forces veterans, widows and widowers of eligible
veterans, and active military personnel that is calculated based on the ratio of a statutorily
specified taxable value allowance and the taxable value of the homestead. For al credits, renters
can use 20 percent of rent as a stand-in for property taxes. The act contains income limits that
apply to a taxpayer’s eligibility for the credits. For the alternate veteran’s credit, the annual
income limit is $7,500, unless the taxpayer has a service-incurred disability, is a spouse of a
person with a service-incurred disability, or is a surviving spouse of a veteran who died in
service. For all other credits, the credit begins to be phased out at $73,650 and phases out
completely at $82,650. The inflation-based adjustment would be applied annually to the $7,500
figure and the $73,650 figure.

MCL 206.506

Anayst: C. Couch

MThis analysis was prepared by nonpartisan House staff for use by House members in their deliberations, and does not constitute an officia
statement of legislative intent.

Analysis available @ http://www.michiganlegislature.org Page 1 of 1 Page

(T0-9T-8) 9S8V 1119 SNOH



