HOUSE BILL No. 4856

May 30, 2001, Introduced by Reps. Richner, Lemmons, Richardville, Meyer, Stewart, Schauer, Jacobs,
Ehardt, Hager, Van Woerkom, DeVuyst, Bovin, Ruth Johnson, Cassis, Rocca, Pappageorge and Bernero and
referred to the Committee on Tax Policy.

A bill to anmend 1967 PA 281, entitled
"I ncome tax act of 1967,"
by anmendi ng sections 506 and 520 (MCL 206.506 and 206.520), sec-
tion 506 as amended by 1996 PA 484 and section 520 as anended by
1995 PA 245,

THE PEOPLE OF THE STATE OF M CHI GAN ENACT:

Sec. 506. (1) "Eligible serviceperson”, "eligible veteran",
and "eligible widow or widower"” means a serviceperson, veteran,
or widow or wi dower, whose incone as defined in this chapter is
not nore than $7,500.00 per year unless the serviceperson, veter-
an, or w dow or w dower receives conpensation paid by the veter-
ans adm nistration or the arned forces of the United States for

service incurred disabilities and who neets the requirenents of
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the foll owi ng schedul e:
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War

| ndi an
Civil
Spani sh-
Aneri can
Mexi can

VWrld War |
VWrld War 11
Kor ean

Al wars or
presi denti al
executive
order or
presi denti al
procl amati on

Al wars or
presi denti al
executive
order or
presi denti al
procl amati on

Al wars or
presi denti al
executive
order or
presi denti al
procl amati on

Al wars or
presi denti al
executive
order or
presi denti al
procl amati on

Al wars or
presi denti al
executi ve
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Per son

Vet er an or
veteran's
wi dow or
wi dower

W dow or

wi dower of
nondi sabl ed
or nonpen-
si oned

vet eran

Pensi oned
veteran or
veteran's
wi dow or
wi dower

Veteran with
servi ce-con-
nected dis-
ability or
veteran's

wi dow or

wi dower

Veteran with
servi ce-con-
nected dis-
ability or
veteran's

wi dow or

wi dower

Veteran with
servi ce-con-
nected dis-
ability or
veteran's

wi dow or

wi dower

W dow or
wi dower of
vet eran dyi ng

Service in War

3 months, or 1
day with dis-
charge for serv-
i ce-connect ed
disability

3 months, or 1
day with dis-
charge for serv-
i ce-connect ed
disability

Any

Any

Any

Any

Any

Disability %

No
requi r enent

No

requi r enent

No
requi r enent

10- 50

60- 70- 80

90- 100

No
requi r enent

Taxabl e
Val ue
Al | owance

$3, 500.

$2, 500.

$3, 500.

$3, 500.

$4, 000.

$4, 500.

$4, 500.

00

00

00

00

00

00

00
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order or in service
presi denti al
procl amati on

Current Ser vi ceper son Any No $3, 500. 00
service or requi r ement

servi ceperson's

wi dow or

wi dower

(2) FOR TAX YEARS THAT BEG N AFTER DECEMBER 31, 2000, THE
TAXABLE VALUE AMOUNTS AND THE MAXI MUM | NCOVE AMOUNT UNDER SUBSEC-
TION (1) SHALL BE ADJUSTED ANNUALLY TO REFLECT ANY | NCREASE | N
THE UNI TED STATES CONSUMER PRI CE | NDEX FOR THE | MVEDI ATELY PRE-
CEDI NG CALENDAR YEAR. AS USED I N THI S SUBSECTI ON, "UNI TED STATES
CONSUMER PRI CE | NDEX" MEANS THE UNI TED STATES CONSUMER PRI CE
| NDEX FOR ALL URBAN CONSUMERS AS DEFI NED AND REPORTED BY THE
UNI TED STATES DEPARTMENT OF LABOR, BUREAU OF LABOR STATI STI CS
AND AS CERTI FI ED BY THE STATE TREASURER

Sec. 520. (1) Subject to the limtations and the defini-
tions in this chapter, a clainmant may cl ai magainst the tax due
under this act for the tax year a credit for the property taxes
on the taxpayer's honestead deductible for federal inconme tax
pur poses pursuant to section 164 of the internal revenue code, or
t hat woul d have been deductible if the claimnt had not el ected
the zero bracket anmount or if the clainmnt had been subject to
the federal inconme tax. The property taxes used for the credit
conmput ati on shall not be greater than the amount levied for 1 tax
year.

(2) A person who rents or |eases a honestead may claima
simlar credit conputed under this section and section 522 based

upon 17% of the gross rent paid for tax years before the 1994 tax
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year, or 20% of the gross rent paid for tax years after the 1993
tax year. A person who rents or |eases a honestead subject to a
service charge in lieu of ad valoremtaxes as provided by

section 15a of the state housing devel opnent authority act of
1966, —Aect—No—346—of thePubtiecActs—of—1966—being
sectton—125—141t5a—-of—theMehigan—Conptted—taws— 1966 PA 346, MCL
125. 1415A, may claima simlar credit conputed under this section
and section 522 based upon 10% of the gross rent paid.

(3) If the credit clainmed under this section and section 522
exceeds the tax liability for the tax year or if there is no tax
liability for the tax year, the anpunt of the claimnot used as
an of fset against the tax liability shall, after exam nation and
review, be approved for paynent, w thout interest, to the
claimant. In determning the anbunt of the paynent under this
subsection, w thholdings and other credits shall be used first to
offset any tax liabilities.

(4) If the honestead is an integral part of a mnultipurpose
or nultidwelling building that is federally aided housing or
state aided housing, a claimant who is a senior citizen entitled
to a paynent under subsection (2) may assign the right to that
paynent to a nortgagor if the nortgagor reduces the rent charged
and collected on the claimant's honmestead in an anount equal to
the tax credit paynent provided in this chapter. The assignnent
of the claimis valid only if the Mchigan state housi ng devel op-
ment authority, by affidavit, verifies that the claimnt's rent

has been so reduced.
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(5) Only the renter or lessee shall claima credit on
property that is rented or | eased as a homestead.

(6) A person who discrimnates in the charging or collection
of rent on a honestead by increasing the rent charged or col -
| ected because the renter or |essee clains and receives a credit
or paynent under this chapter is guilty of a m sdeneanor.
Di scrim nation against a renter who cl ains and receives the
credit under this section and section 522 by a reduction of the
rent on the honestead of a person who does not claimand receive
the credit is a msdeneanor. |f discrimnatory rents are charged
or collected, each charge or collection of the higher or |ower
paynment is a separate offense. Each acceptance of a paynent of
rent is a separate offense.

(7) A person who received —atd—tofamtes—wth-dependent
eht+daren— state fam |y | NDEPENDENCE assi stance, —o+— state dis-
ability assistance, OR OTHER ASSI STANCE THROUGH FAM LY | NDEPEN-

DENCE PROGRAMS pursuant to the social welfare act, —Act—No—286

19
20
21
22
23
24
25
26
27

400—119b—of theMehigan—Conpited—taws— 1939 PA 280, MCL 400.1 TO
400. 119B, in the tax year for which the person is filing a return

shall have a credit that is authorized and conputed under this
section and section 522 reduced by an anmpbunt equal to the product
of the claimant's credit nultiplied by the quotient of the sum of
the clai mant's —atrd—to—famt+es—wth—dependent—ehitdren— state
fam |y | NDEPENDENCE assi stance, —ant— state disability

assi stance, OR OTHER ASSI STANCE THROUGH FAM LY | NDEPENDENCE
PROGRAMS PURSUANT TO THE SOCI AL WELFARE ACT, 1939 PA 280, MCL
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400.1 TO 400. 119B, for the tax year divided by the clainmant's
househol d i ncome. The reduction of credit shall not exceed the
sum of the —atrd—tofamttes—wthdependent—chttdren,— state
fam |y | NDEPENDENCE assi stance, —ant— state disability
assi stance, AND OTHER ASSI STANCE THROUGH FAM LY | NDEPENDENCE PRO
GRAMS PURSUANT TO THE SOCI AL WELFARE ACT, 1939 PA 280, MCL 400.1
TO 400. 119B, for the tax year. For the purposes of this subsec-
tion, —ate—tofanmtres—wth—dependent—echit+edren— ANY ASSI STANCE
THROUGH FAM LY | NDEPENDENCE PROGRAMS does not include child sup-
port paynments that offset or reduce paynments nade to the
cl ai mant .

(8) A credit under subsection (1) or (2) shall be reduced by
10% f or each cl ai mant whose househol d i ncone exceeds $73, 650. 00
and by an additional 10% for each increnent of $1,000.00 of
househol d i ncone in excess of $73,650.00. FOR TAX YEARS THAT
BEG N AFTER DECEMBER 31, 2000, THE MAXI MUM HOUSEHOLD | NCOVE
AMOUNT UNDER THI S SUBSECTI ON SHALL BE ADJUSTED TO REFLECT THE
ANNUAL AVERAGE PERCENTAGE | NCREASE | N THE CONSUMER PRI CE | NDEX | N
THE | MVEDI ATELY PRECEDI NG TAX YEAR. AS USED IN THI S SUBSECTI ON
" CONSUMER PRI CE | NDEX" MEANS THE UNI TED STATES CONSUMER PRI CE
| NDEX FOR ALL URBAN CONSUMERS AS DEFI NED AND REPORTED BY THE
UNI TED STATES DEPARTMENT OF LABOR, BUREAU OF LABOR STATI STI CS.

(9) If the credit authorized and cal cul ated under this sec-
tion and section 522 and adj usted under subsection (7) or (8)
does not provide to a senior citizen who rents or | eases a hone-
stead that anmount attributable to rent that constitutes nore than

40% of the household inconme of the senior citizen, the senior
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citizen may claima credit based upon the anmount of househol d
incone attributable to rent as provided by this section.

(10) A senior citizen whose gross rent paid for the tax year
is nore than the percentage of househol d i ncone specified in sub-
section (9) for the respective tax year nmay claima credit for
t he amount of rent paid that constitutes nore than the percentage
of the household inconme of the senior citizen specified in sub-
section (9) and that was not provided to the senior citizen by
the credit conputed pursuant to this section and section 522 and
adj usted pursuant to subsection (7) or (8).

(11) The departnent may pronulgate rules to inplenent sub-
sections (9) to 36— (14) and may prescribe a table to allow a
claimant to determine the credit provided under this section and
section 522 in the instruction booklet that acconpanies the
respective inconme tax or property tax credit fornms used by
cl ai mants.

(12) A senior citizen may claimthe credit under subsections
(9) to (16— (14) on the sane formas the property tax credit
permtted by subsection (2). The departnent shall adjust the
fornms accordingly.

(13) A senior citizen who noves to a different rented or
| eased honestead shall determine, for 2 tax years after the nove,
both his or her qualification to claima credit under subsections
(9) to (16— (14) and the anobunt of a credit under subsections
(9) to (16— (14) on the basis of the annualized final nonthly

rental paynment at his or her previous honestead, if this
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annual i zed rental is less than the senior citizen's actual annual
rental paynents.

(14) For a return of less than 12 nonths, the claimfor a
credit under subsections (9) to 36— (13) shall be reduced
proportionately.

(15) The M chigan state housi ng devel opnent authority shal
report on the effect of the credit provided by subsections (9) to
—16)— (14) on the price of rented and | eased honesteads. |If the
authority determines that the price of rented and | eased hone-
steads has increased as a result of the credit provided by sub-
sections (9) to 36— (14), the authority shall nake recommenda-
tions to the legislature to renedy this situation. The report
shall be made to the chairpersons of the house and senate commt -
tees that have primary responsibility for taxation legislation 2
years after the credit provided by subsections (9) to 36— (14)
is in effect.

(16) The total credit allowed by this section and section

522 shall not exceed $1, 200.00 per year.
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