HB 4481, As Passed Senate, November 7, 2001

SENATE SUBSTI TUTE FOR
HOUSE BI LL NO. 4481

A bill to amend 1967 PA 281, entitled
“Incone tax act of 1967,"
by anendi ng section 527a (MCL 206.527a), as anmended by 1996
PA 484.

THE PEOPLE OF THE STATE OF M CH GAN ENACT:

Sec. 527a. (1) For tax years 1985 through 1994, a cl ai mant
may claima credit against the state incone tax for heating fuel
costs for the claimant's honestead in this state. For the 1995
tax year and subject to subsection (18), a claimant may claima
credit for heating fuel costs for the claimant's honmestead in
this state. For —tax—years—1996through—2666— THE 1996 TAX YEAR
AND EACH TAX YEAR AFTER THE 1996 TAX YEAR and subject to
subsections (19), —ant— (20), AND (21), a claimant may claima
credit for heating fuel costs for the claimant's honmestead in
this state. An adult foster care honme, nursing home, honme for
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t he aged, or substance abuse center is not a honestead for

pur poses of this section. The credit shall be determined in the
fol | ow ng manner:

(a) For the 1988 tax year through the 1994 tax year; subject
to subsection (18), for the 1995 tax year; and subject to
subsections (19), —and— (20), AND (21) for the 1996 tax year
—through—tHe—26060— AND EACH TAX YEAR AFTER THE 1996 tax year, the
followi ng table shall be used for the conputation of a credit as
comput ed under subdivision (c):

Exemptions 0 or 1 2 3 4 5 6 or nore
Credit $272  $326 $379 $450 $525 $601 + $76
for each
exenption
over 6
(b) For tax years after the 1988 tax year, the anounts in
the table in subdivision (a) shall be adjusted each year as nec-

essary by the departnent so that a claimant with a househol d
I ncome | ess than 110% of the federal poverty incone standards as
defi ned and determ ned annually by the United States office of
managenment and budget is not denied a credit.

(c) Aclaimant shall receive the greater of the credit
anount as determ ned in subparagraph (i) or (ii):

(i) Subtract 3.5% of the claimant's household i nconme from
t he anobunt specified in subdivision (a) that corresponds with the
nunber of exenptions claimed in the return filed under this act,
except that the nunber of exenptions for purposes of this
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subdi vi si on shall not exceed the actual nunber of persons |iving
in the household plus the additional personal exenptions all owed
under section 30, and any dependency exenptions for a person or
persons living in the househol d under a custodial arrangenent,
even if the exenptions may not be clainmed for other incone tax
purposes. For a clai mant whose heating costs are included in his
or her rent, multiply the result of the preceding cal cul ati on by
50%

(ii) Subject to subsection (2), for a clai mant whose house-
hol d i ncome does not exceed the maxi mum specified in the foll ow
ing table, as adjusted, that corresponds with the nunber of
exenptions clained in the return filed under this act, subtract
11% of cl aimant's household i ncone fromthe total cost incurred
by a claimant for heating fuel froma heating fuel provider
during the 12 consecutive nonthly billing periods ending in
October of the tax year, and nultiply the resulting anount by
70%

H03309' 01 (S-2)
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Exenptions 0 or 1 2 3 4 5 For each
exenption
over 5,
add
$2, 441. 00
to the
maxi mum
i nconme
Maxi mum
| ncomre $7,060 $9,501 $11,943 $14, 382 $16, 824

(d) For the 1988 tax year for the purposes of subdivision
(c), the total cost incurred by a claimant for heating fuel from
a heating fuel provider shall not exceed $1,190.00. For tax
years after the 1988 tax year, the maxi mum cost incurred by a
claimant for heating fuel during a tax year shall be adjusted by
mul ti plying the maxi num cost for the imredi ately preceding tax
year by the percentage by which the average all urban Detroit
consuner price index for fuels and other utilities for the 12
nont hs endi ng August 31 of the tax year for which the credit is
cl ai mred exceeds that index's average for the 12 nonths endi ng on
August 31 of the previous tax year, but not nore than 10% That
product shall be added to the maxi num cost of the imediately
precedi ng tax year and then rounded to the nearest whole dollar.
That dollar anount is the new maxi num cost for the current tax
year. |If the claimnt received any credits to his or her heating
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bill during the tax year, as provided for in subsection (6), the
credits shall be treated as costs incurred by the claimnt.

(e) For tax years after the 1988 tax year, the maxi num
I ncome anounts specified in subdivision (c)(ii) shall be adjusted
by multiplying the respective maxi numincone anmounts for the
| mredi ately preceding tax year by the percentage by which the
average all urban Detroit consunmer price index for all itens for
the 12 nonths endi ng August 31 of the tax year for which the
credit is clained exceeds that index's average for the 12 nonths
endi ng on August 31 of the imrediately precedi ng tax year, but
not nore than 10% That product shall be added to the i medi-
ately preceding tax year's respective maxi numincone | evel and
then rounded to the nearest whole dollar. That dollar anmpbunt is
t he new maxi mum i ncone |evel for the then current tax year

(2) An enrolled heating fuel provider shall notify each of
Its custoners, not |ater than Decenber 15 of each year or, for

1995 only, not |ater than —It4—days—after—the—effectivedate—of-
' JANUARY 10, 1996 or for 1996 only, not |ater

t han
ever—s—tater— JANUARY 15, 1996, of the availability, upon
request, of the information necessary for determ ning the credit

under this section. For a claimant for whom at the tinme of
filing, the —departrent—of——soctal——servieces— FAM LY | NDEPENDENCE
AGENCY is making direct vendor paynents to an enrolled heating
fuel provider, the enrolled heating fuel provider that accepts
the direct paynents shall mail the information necessary to
determ ne the credit before February 1 of each year. If an

H03309' 01 (S-2)
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enrol |l ed heating fuel provider refuses or fails to provide to a
customer the information required to determne the credit, or if
the claimant is not a custonmer of an enrolled heating fuel pro-
vider, a claimnt nmay determne the credit provided in subsection
(1) (c)(ii) based on his or her own records.

(3) Acredit clainmed on a return that covers a period of
| ess than 12 nonths shall be cal cul ated based on subsecti on
(1) (c)(i) and shall be reduced proportionately.

(4) If the all owable anount of the credit under this section

exceeds the state income tax otherw se due for the tax year, the
anount of credit not used as an offset against the state incone
tax that is due shall be remtted to the claimant, other than a
cl ai mant whose heating costs are included in his or her rent, in
the formof an energy draft that states the name of the clai mant
and is issued by the departnent. For a claimant for whom at the
time of filing, the —departrent—of—soctal——services— FAMLY | NDE-
PENDENCE AGENCY is making direct vendor paynents to an enrolled
heati ng fuel provider, the departnment shall send the energy draft
directly to the claimant's enrol |l ed heating fuel provider, as
identified by the claimant. After July 31, a refundable credit
for a prior tax year may be paid in the formof a negotiable
warrant. The energy draft shall be negotiable only through the

claimant's enrolled heating fuel provider upon remttance by the
cl ai mant .

(5) If, when a claimant renmits an energy draft to the
claimant's enrolled heating fuel provider, the anount of the

energy draft is greater than the total of outstanding bills

H03309' 01 (S-2)
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incurred by the claimant with the enroll ed heating fuel provider,
the claimant, by checking the appropriate box to be included on
the energy draft, may request fromthe enrolled heating fuel pro-
vi der a paynent equal to the amobunt of the energy draft |ess the
amount of the outstanding bills. The enrolled heating fuel pro-
vi der shall issue the paynent within 14 days after the claimant's
request.

(6) If a claimant whose energy draft exceeds his or her out-
standing bills does not request a paynent froman enroll ed heat-
i ng fuel provider under subsection (5), an energy draft remtted
to an enrolled heating fuel provider shall be applied upon
receipt to the claimnt's designated account. The energy draft
may be used to cover outstanding bills that the clai mant has
incurred with the enrolled heating fuel provider and to cover
subsequent heating costs until the full anmount of the energy
draft is used or until 1 year after the date on which the energy
draft is first applied to the clainmant's designated account. If
a credit amount remains fromthis energy draft after the 1-year
period, or if prior to the end of the 1-year period a claimant is
no | onger a custoner of the heating fuel provider, the heating
fuel provider shall remt the remai ning unused portion to the
claimant in the formof a fully negotiable check within 14 days
after the end of the 1l-year period or within 14 days after term -
nati on of service, whichever is sooner

(7) Aclaimant who is no |longer a resident of this state,
who is not a custoner of an enrolled heating fuel provider, or
whose heating fuel provider refuses to accept an energy draft

H03309' 01 (S-2)
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shall return the energy draft to the departnent and request the

i ssuance of a negotiable warrant. A clainmant nay return an
energy draft to the departnent and request issuance of a negoti a-
ble warrant if the energy draft is inpractical because the claim
ant has al ready purchased his or her energy supply for the year
and does not have an outstanding obligation to an enroll ed heat-
ing fuel provider. The departnment may honor that request if it
agrees that the use of the energy draft is inpractical. The
departnment shall issue the warrant within 14 days after receiving
the energy draft fromthe clai mant.

(8) The enrolled heating fuel provider shall bill the
departnent for credit anounts that have been applied to clai mant
accounts pursuant to subsection (6), and the departnent shall pay
the bills within 14 days of receipt. The billing shall be accom
pani ed by the energy drafts for which reinbursenent is claimned.

(9) A claimant whose heating fuel is provided by a utility
regul ated by the M chigan public service comm ssion is protected
agai nst the discontinuance of his or her heating fuel service
fromthe date of filing a claimfor the credit under this section
t hrough the date of issuance of an energy draft and during a
period begi nning Decenber 1 of the tax year for which the credit
is claimed and ending March 31 of the followi ng year if the
claimant participates in the winter protection programset forth
in R 460.2162(2) to (6) of the Mchigan adm nistrative code or if
the utility accepts the claimant's energy draft. The acceptance
of an energy draft by a utility is considered a request by the
claimant for the winter protection program The energy draft

H03309' 01 (S-2)
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shall be coded by the departnent to denote claimants who are 65
years of age or older. |If the claimant is a cl ai mant whose heat -
ing cost is included in his or her rent paynents, the anount of
the clai mnot used as an offset against the state incone tax,
after exam nation and review, shall be approved for paynent,

wi thout interest, to the claimnt.

(10) If an enrolled heating fuel provider does not issue a
paynent or a negotiable check within 14 days as provided in sub-
section (5) or (6), beginning on the fifteenth day, the anount
due to the claimant is increased by adding interest conputed on
the basis of the rate of interest prescribed for del ayed refunds
of excess tax paynents in section 30(3) of —Act—No—122of—the

Dy = Ao o A O-4 a = = A a a A N o A~ ~

Corpited—taws— 1941 PA 122, MCL 205.30. The enrolled heating
fuel provider shall pay the interest and shall not bill the
interest to or be reinbursed for the interest by the departnent.

(11) Only the renter or |essee shall claima credit on prop-
erty that is rented or |eased as a honestead. Only 1 credit may
be clainmed for a household. The credit under this section is in
addition to other credits to which the claimant is entitled under
this act. A person who is a full-time student at a school, com
munity college, or college or university and who is clained as a
dependent by another person is not eligible for the credit pro-
vided by this section. A clainmant who shares a honmestead with
other eligible claimants shall prorate the credit by the nunber
of claimnts sharing the honestead.

H03309' 01 (S-2)
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(12) A claimant who is eligible for the credit provided by
this section shall be referred by the departnent to the
appropriate state agency for determnation of eligibility for
home weat heri zati on assi stance and shall accept weatherization
assistance if eligible and if assistance is available. A heating
fuel provider that is required by the M chigan public service
comm ssion to participate in the residential conservation serv-
i ces home energy anal ysis program shall annually contact each
claimant to whomit provides heating fuel, and whose usage
exceeds 200, 000 cubic feet of natural gas or 18,000 kil owatt
hours of electricity annually, and shall offer to provide a hone
energy analysis at no cost to the claimant. A heating fuel pro-
vider that is not required to participate in the residential con-
servation services programshall not be required to conduct a

home energy analysis for its custoners.

(13) If an enrolled heating fuel provider is regulated by
the M chigan public service comm ssion, the M chigan public serv-
i ce comm ssion nmay use an enforcenent nethod authorized by | aw or
rule to enforce the requirenents prescribed by this section on
the enrolled heating fuel provider. If an enrolled heating fuel
provider is not regulated by the M chigan public service comm s-

sion, the —departrent—of—soctal—servieces— FAM LY | NDEPENDENCE

AGENCY may use an enforcenent nethod authorized by law or rule to
enforce the requirenents prescribed by this section on the
enrol | ed heating fuel provider.

(14) The departnment shall nmail a honme heating credit return

to every person who received —ard—tofamties—wthdependent

H03309' 01 (S-2)
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bt d ’ ¢ et . 1 e et
assi stance THROUGH FAM LY | NDEPENDENCE PROGRAMS pursuant to the
social welfare act, —Aet—No—280—0ofthePublHHcActs—of—1939-
1939 PA 280, MCL 400.1 TO 400.119B, during the tax year.
(15) The departnment shall conplete a study by August 1 of

1985, and of each subsequent year, of the actual heating costs of
each clai mant who received a credit fromthe departnent under
this section for the imediately preceding tax year.

(16) The departnent may promrul gate rul es necessary to adm n-
Ister this section pursuant to the adm nistrative procedures act
of 1969, ot F ' i
24 20tto024-328—oof theMchigan—Conptted—taws— 1969 PA 306,

MCL 24.201 TO 24. 328.
(17) The departnment shall provide a sinplified procedure for

claimng the credit under this section for clainmnts for whom at
the time of filing, the —departrent—of—social—services— FAMLY

| NDEPENDENCE AGENCY is naking direct vendor paynents to an
enrol | ed heating fuel provider.

(18) For the 1995 tax year, the credit under this section is
allowed only if there has been a federal appropriation for fed-
eral fiscal year 1995-96 of the total ampunt of federal |ow
I ncome honme heating energy assistance block grant funds and if
the federal |ow incone hone heating energy assistance bl ock grant
allotment for this state is at |east $25,400,000.00. |If the fed-
eral low income honme heating energy assistance bl ock grant
allotment for this state is |less than $75, 400, 000. 00, each

H03309' 01 (S-2)
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I ndi vidual credit clainmed under this section shall be reduced by
mul tiplying the credit anmount by a fraction the nunerator of
which is Mchigan's 1995-96 fiscal year federal |ow inconme hone
heati ng energy assi stance bl ock grant allotnent m nus $400, 000. 00
and the denom nator of which is $75, 000, 000. 00.

(19) For the 1996 tax year through the 2000 tax year, the
credit under this section is allowed only if there has been a
federal appropriation for the federal fiscal year beginning in
the tax year of the total amount of federal |ow inconme hone
ener gy assi stance program bl ock grant funds and if the anount
avai l able for the hone heating credit is not |ess than
$20, 000, 000.00. If the anpbunt available for the honme heating
credit is less than the full honme heating credit anount, each
i ndi vidual credit clainmed under this section shall be reduced by
mul tiplying the credit anobunt by a fraction, the nunerator of
which is the anmount available for the honme heating credit and the
denom nator of which is the full hone heating credit anmount. As
used in this subsection, "anobunt avail able for the hone heating
credit"” means the sum of the federal |ow income hone energy
assi stance program block grant allotnment for this state for the
federal fiscal year beginning in the tax year and the anmount as
certified by the director of the famly independence agency car-
ried forward fromthe i mediately preceding fiscal year for the
| ow i ncone hone energy assi stance program bl ock grant mnus the
sum of the anount certified by the director of the famly inde-
pendence agency for adm nistration of the | ow i nconme hone energy
assi stance program bl ock grant and the anount certified by the

H03309' 01 (S-2)
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director of the famly independence agency for crisis assistance
prograns. The anpbunts under this subsection that require certi-
fication by the director of the famly i ndependence agency or by
the state treasurer and the director of the departnent of manage-
ment and budget shall be certified on or before Decenber 30 of
the tax year for the 1996 tax year, and on or before Novenber 1
of the tax year for the 1997 through 2000 tax years. As used in
this subsection, "full hone heating credit anmount” neans
$62, 000, 000. 00 for the 1996 tax year and for the 1997 through
2000 tax years the amount certified by the state treasurer and
the director of the departnent of managenent and budget to be the
esti mated anount of the credits that woul d have been provided
under this section for the tax year if no reduction as provided
in this subsection were made for that tax year

(20) FOR THE 2001 TAX YEAR AND EACH TAX YEAR AFTER THE 2001
TAX YEAR, THE CREDIT UNDER THI S SECTION IS ALLONED ONLY | F THERE
HAS BEEN A FEDERAL APPROPRI ATI ON FOR THE FEDERAL FI SCAL YEAR
BEA NNI NG I N THE TAX YEAR OF FEDERAL LOW I NCOVE HOVE ENERGY
ASSI STANCE PROGRAM BLOCK GRANT FUNDS OF ANY AMOUNT. | F THE
AMOUNT OF FEDERAL LOW | NCOVE HOVE ENERGY ASSI STANCE PROGRAM BLOCK
GRANT FUNDS AVAI LABLE FOR THE HOVE HEATI NG CREDI T IS LESS THAN
THE FULL HOVE HEATI NG CREDI T AMOUNT, EACH | NDI VI DUAL CREDI T
CLAI MED UNDER THI S SECTI ON SHALL BE REDUCED BY MULTI PLYI NG THE
CREDI T AMOUNT BY A FRACTI ON, THE NUMERATOR OF WHICH | S THE AMOUNT
AVAI LABLE FOR THE HOVE HEATI NG CREDI T AND THE DENOM NATOR OF
VWH CH IS THE FULL HOVE HEATI NG CREDIT AMOUNT. AS USED IN THI' S
SUBSECTI ON, " AMOUNT AVAI LABLE FOR THE HOVE HEATI NG CREDI T" MEANS

H03309' 01 (S-2)
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THE SUM OF THE FEDERAL LOW I NCOVE HOVE ENERGY ASSI STANCE PROGRAM
BLOCK GRANT ALLOTMENT FOR THI S STATE FOR THE FEDERAL FI SCAL YEAR
BEG NNI NG | N THE TAX YEAR AND THE AMOUNT AS CERTI FI ED BY THE

DI RECTOR OF THE FAM LY | NDEPENDENCE AGENCY CARRI ED FORWARD FROM
THE | MVEDI ATELY PRECEDI NG FI SCAL YEAR FOR THE LOW | NCOVE HOMVE
ENERGY ASSI STANCE PROGRAM BLOCK GRANT M NUS THE SUM OF THE AMOUNT
CERTI FI ED BY THE DI RECTOR OF THE FAM LY | NDEPENDENCE AGENCY FOR
ADM NI STRATI ON OF THE LOW | NCOVE HOVE ENERGY ASSI STANCE PROGRAM
BLOCK GRANT AND THE AMOUNT CERTI FI ED BY THE DI RECTOR OF THE

FAM LY | NDEPENDENCE ACGENCY FOR CRI SI S ASSI STANCE PROGRAMS. THE
AMOUNTS UNDER THI S SUBSECTI ON THAT REQUI RE CERTI FI CATI ON BY THE
DI RECTOR OF THE FAM LY | NDEPENDENCE AGENCY OR BY THE STATE TREA-
SURER AND THE DI RECTOR OF THE DEPARTMENT OF MANAGEMENT AND BUDGET
SHALL BE CERTI FI ED ON OR BEFORE DECEMBER 30 OF THE TAX YEAR FOR
THE 1996 TAX YEAR, AND ON OR BEFORE NOVEMBER 1 OF THE TAX YEAR
FOR THE 1997 TAX YEAR AND EACH TAX YEAR AFTER THE 1997 TAX YEAR
AS USED I N THI S SUBSECTI ON, "FULL HOVE HEATI NG CREDI T AMOUNT"
MEANS THE AMOUNT CERTI FI ED BY THE STATE TREASURER AND THE DI REC-
TOR OF THE DEPARTMENT OF MANAGEMENT AND BUDGET TO BE THE ESTI -
MATED AMOUNT OF THE CREDI TS THAT WOULD HAVE BEEN PROVI DED UNDER
THI'S SECTI ON FOR THE TAX YEAR | F NO REDUCTI ON AS PROVIDED IN TH S
SUBSECTI ON WERE MADE FOR THAT TAX YEAR.

(21) (26)— For tax years after the 1994 tax year, a claim
ant who clains a credit under this section shall not report the
credit anmount on the claimant's inconme tax return filed under
this act as an offset against the tax inposed by this act, but
shall claimthe credit on a separate form prescribed by the

H03309' 01 (S-2)
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departnment. For tax years after the 1995 tax year, a credit

cl ai med under this section shall not be allowed unless the claim
for the credit is filed wwth the departnent on or before the
Sept enber 30 imrediately followi ng the tax year for which the
credit is clained.

(22) NOTW THSTANDI NG SECTI ON 30A OF 1941 PA 122, MCL
205. 30A, THE CREDIT ALLOAED UNDER THI S SECTI ON | S EXEMPT FROM
| NTERCEPTI ON, EXECUTI ON, LEVY, ATTACHVENT, GARNI SHVENT, OR OTHER
LEGAL PROCESS TO COLLECT A DEBT. NO PORTION OF THE CREDI T
ALLONED OR ANY RI GHTS EXI STI NG UNDER THI S SECTI ON SHALL BE
APPLI ED AS AN OFFSET TO ANY LI ABILITY OF THE CLAI MANT UNDER SEC-
TION 30A OF 1941 PA 122, MCL 205. 30A, OR ANY ARREARAGE OR OTHER
DEBT OF THE CLAI MANT.

(23) 23— As used in this section:

(a) "d ai mant whose heating costs are included in his or her
rent” neans a clai mant whose rent includes the cost of heat at
the time the claimfor the credit under this section is filed.

(b) "Enrolled heating fuel provider" neans a heating fuel
provider that is enrolled with the —departrent—of——soctal-
services— FAM LY | NDEPENDENCE AGENCY as a heating fuel provider

(c) "Heating fuel provider" means an individual or entity
that provides a claimant with heating fuel or electricity for
heati ng pur poses.
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