HOUSE BILL No. 5559

December 21, 2001, Introduced by Reps. Ehardt, Hummel, Meyer, Pappageorge, Pestka, Bernero,

Kowall, Koetje, Bisbee, Drolet and Richner and referred to the Committee on Tax Policy.

HOUSE BILL No. 5559
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A bill to anmend 1893 PA 206, entitled
"The general property tax act,"”

by anmendi ng section 7cc (MCL 211.7cc), as anmended by 1996 PA

476.
THE PEOPLE OF THE STATE OF M CHI GAN ENACT:

Sec. 7cc. (1) A honestead is exenpt fromthe tax |evied by
a local school district for school operating purposes to the
extent provided under section 1211 of the revised school code,
—Act—No—45t—-of—thePubHecActs—of—1976—betng—seetion—386—121t
of—the—M-ehi-gan—Conptted—taws— 1976 PA 451, MCL 380.1211, if an
owner of that homestead clains an exenption as provided in this
section. Notw thstanding the tax day provided in section 2, the
status of property as a honestead shall be determ ned on the date
an affidavit claimng an exenption is filed under subsection

(2).
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(2) An owner of property may claiman exenption under this
section by filing an affidavit on or before May 1 with the | ocal
tax collecting unit in which the property is |ocated. The affi-
davit shall state that the property is owned and occupied as a
honest ead by that owner of the property on the date that the
affidavit is signed. The affidavit shall be on a form prescribed
by the departnent of treasury. Beginning in 1995, 1 copy of the
affidavit shall be retained by the owner, 1 copy shall be
retained by the local tax collecting unit until any appeal or
audit period under this act has expired, and 1 copy shall be for-
warded to the department of treasury pursuant to subsection (4),
together with all information submtted under subsection (22) for
a cooperative housing corporation. Beginning in 1995, the affi-
davit shall require the owner claimng the exenption to indicate
if that owner has cl ai med another exenption on property in this
state that is not rescinded. |If the affidavit requires an owner
to include a social security nunber, that owner's nunber is
subject to the disclosure restrictions in —Aet—No—3122of—the
PubH-ec—Aets—of—1941—being—sections—205-1to0205-31tofthe
M-ehigan—Conpited—taws— 1941 PA 122, MCL 205.1 TO 205. 31.

(3) A husband and wife who are required to file or who do
file a joint Mchigan incone tax return are entitled to not nore
than 1 honestead exenption

(4) Upon receipt of an affidavit filed under subsection (2)
and unl ess the claimis denied under subsection (6), the assessor
shal | exenpt the property fromthe collection of the tax |evied

by a | ocal school district for school operating purposes to the
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extent provided under section 1211 of —-Act—No—45tofthePubte
Aets—ef—1976— THE REVI SED SCHOOL CODE, 1976 PA 451, MCL 380. 1211
as provided in subsection (1) until Decenber 31 of the year in
whi ch the property is transferred or is no | onger a honmestead as
defined in section 7dd. The local tax collecting unit shall for-
ward copies of affidavits to the departnment of treasury according
to a schedul e prescribed by the department of treasury.

(5) Not nore than 90 days after exenpted property is no
| onger used as a honestead by the owner claimng an exenption,

t hat owner shall rescind the claimof exenption by filing with
the local tax collecting unit a rescission formprescribed by the
departnment of treasury. Beginning October 1, 1994, an owner who
fails to file a rescission as required by this subsection is
subject to a penalty of $5.00 per day for each separate failure
begi nning after the 90 days have el apsed, up to a maxi mnum of
$200.00. This penalty shall be collected under —Act—No—122—of
the—PubHHec—-Aets—of—31941— 1941 PA 122, MCL 205.1 TO 205.31, and
shall be deposited in the state school aid fund established in
section 11 of article I X of the state constitution of 1963. This
penalty may be wai ved by the departnent of treasury.

(6) If the assessor of the local tax collecting unit
believes that the property for which an exenption is clainmed is
not the honestead of the owner claimng the exenption, effective
for taxes levied after 1994 the assessor may deny a new or exist-
ing claimby notifying the owner and the departnent of treasury
in witing of the reason for the denial and advising the owner

that the denial may be appealed to the departnent of treasury
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within 35 days after the date of the notice. The denial shall be
made on a form prescribed by the departnment of treasury. |If the
assessor of the local tax collecting unit believes that the prop-
erty for which the exenption is clained is not the honmestead of
the owner claimng the exenption, for taxes levied in 1994 the
assessor may send a reconmendation for denial for any affidavit
that is forwarded to the departnment of treasury stating the rea-
sons for the recommendation. |f the assessor of the |ocal tax
collecting unit believes that the property for which the exenp-
tion is claimed is not the honestead of the owner clainmng the
exenption and has not denied the claim for taxes |levied after
1994 the assessor shall include a recomendation for denial with
any affidavit that is forwarded to the departnent of treasury or,
for an existing claim shall send a recommendation for denial to
the departnment of treasury, stating the reasons for the
recommendat i on.

(7) The department of treasury shall determne if the prop-
erty is the honmestead of the owner claimng the exenption. The
departnment of treasury may review the validity of exenptions for
the current cal endar year and for the 3 inmmediately precedi ng
cal endar years. |If the department of treasury determ nes that
the property is not the homestead of the owner claimng the
exenption, the departnent shall send a notice of that determ na-
tion to the local tax collecting unit and to the owner of the
property claimng the exenption, indicating that the claimfor
exenption is denied, stating the reason for the denial, and

advi sing the owner claimng the exenption of the right to appeal
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the determination to the department of treasury and what those
rights of appeal are. The departnment of treasury may issue a
notice denying a claimif an owner fails to respond within 30
days of receipt of a request for information fromthat
departnent. An owner nay appeal the denial of a claimof exenp-
tion to the departnent of treasury within 35 days of receipt of
the notice of denial. An appeal to the departnent of treasury
shall be conducted according to the provisions for an informal
conference in section 21 of —Aet—No—122ofthePubt+ec—-Aets—of
194 —bheing—sectton—205—2tof theMechirgan—Conmpttetd—taws— 1941 PA
122, MCL 205.21. Wthin 10 days after acknow edgi ng an appeal of
a denial of a claimof exenption, the departnment of treasury
shall notify the assessor and the treasurer for the county in
which the property is located that an appeal has been filed.
Upon receipt of a notice that the departnent of treasury has
denied a claimfor exenption, the assessor shall renove the
exenption of the property and, if the tax roll is in the |ocal
tax collecting unit's possession, anmend the tax roll to reflect
the denial and the |ocal treasurer shall issue a corrected tax
bill for previously unpaid taxes with interest and penalties com
put ed based on the interest and penalties that would have accrued
fromthe date the taxes were originally levied if there had not
been an exenption. |If the tax roll is in the county treasurer's
possession, the tax roll shall be anended to reflect the deni al
and the county treasurer shall prepare and submit a suppl enenta
tax bill for any additional taxes, together with any interest and

penalties. For taxes levied in 1994 only, the county treasurer

04249' 01



© 00 N oo o~ wWw N PP

N RN N NN N NN P P P P R R R R R R
N~ o o0~ W N B O © 0 N o 00 A W N P O

6
shal | waive any interest and penalties due if the owner pays the
suppl enental tax bill not nore than 30 days after the owner
recei ves the supplenental tax bill. Interest and penalties shal
not be assessed for any period before February 14, 1995.
However, if the property has been transferred to a bona fide pur-
chaser before additional taxes were billed to the seller as a
result of the denial of a claimfor exenption, the taxes, inter-
est, and penalties shall not be billed to the bona fide purchas-
er, and the local tax collecting unit if the |local tax collecting
unit has possession of the tax roll or the county treasurer if
the county has possession of the tax roll shall notify the
departnment of treasury of the anpunt of tax due and interest
t hrough the date of that notification. The departnent of trea-
sury shall then assess the owner who cl ainmed the homest ead prop-
erty tax exenption for the tax and interest plus penalty accruing
as a result of the denial of the claimfor exenption, if any, as
for unpaid taxes provided under —Act—No—122—of—thePubtiec—-Aects
of —1941— 1941 PA 122, MCL 205.1 TO 205.31, and shall deposit any
tax, interest, or penalty collected into the state school aid
fund.

(8) An owner may appeal a final decision of the departnent
of treasury to the residential and small clains division of the
M chigan tax tribunal wthin 35 days of that decision. An asses-
sor may appeal a final decision of the departnent of treasury to
the residential and small clains division of the M chigan tax
tribunal within 35 days of that decision if the assessor denied

t he exenption under subsection (6), or, for taxes levied in 1994
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;
only, the assessor forwarded a recommendation for denial to the
departnent of treasury under subsection (6). An owner is not
required to pay the anount of tax in dispute in order to appeal a
denial of a claimof exenption to the departnment of treasury or
to receive a final determ nation of the residential and snal
clains division of the Mchigan tax tribunal. However, interest
and penalties except as provided in subsection (7), if any, shal
accrue and be conputed based on the interest and penalties that
woul d have accrued fromthe date the taxes were originally |evied
as if there had not been an exenpti on.

(9) An affidavit filed by an owner for a honestead rescinds
all previous exenptions filed by that owner for any other
homest ead. The departnment of treasury shall notify the assessor
of the local tax collecting unit in which the property for which
a previous exenption was clained is |ocated that the previous
exenption is rescinded by the subsequent affidavit. Upon receipt
of notice that an exenption is rescinded, the assessor of the
| ocal tax collecting unit shall renpve the exenption effective
Decenber 31 of the year in which the property is transferred or
is no longer a honestead as defined in section 7dd. The assessor
of the local tax collecting unit in which that property is
| ocated shall notify the treasurer in possession of the tax rol
for a year for which the exenption is rescinded. |If the tax rol
isin the local tax collecting unit's possession, the tax rol
shall be anended to reflect the rescission and the |ocal trea-
surer shall prepare and issue a corrected tax bill for previously

unpaid taxes with interest and penalties conputed based on the
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interest and penalties that would have accrued fromthe date the
taxes were originally levied if there had not been an exenption
for that year. |If the tax roll is in the county treasurer's pos-
session, the tax roll shall be anmended to reflect the rescission
and the county treasurer shall prepare and submit a suppl enenta
tax bill for any additional taxes, together with any interest and
penalties. However, if the property has been transferred to a
bona fide purchaser, the taxes, interest, and penalties shall not
be billed to the bona fide purchaser, and the | ocal tax collect-
ing unit if the local tax collecting unit has possession of the
tax roll or the county treasurer if the county has possession of
the tax roll shall notify the departnent of treasury of the
amount of tax due and interest through the date of that
notification. The department of treasury shall then assess the
owner who received the honestead property tax exenption when the
property was not a honestead as defined in section 7dd for the
tax and interest plus penalty accruing, if any, as for unpaid
t axes provi ded under —Aet—No—3122—of—thePubHcAets—of—194%t
1941 PA 122, MCL 205.1 TO 205.31, and shall deposit any tax,
interest, or penalty collected into the state school aid fund.

(10) An owner of property for which a claimof exenption is
resci nded may appeal that rescission with either the July or
Decenber board of review in either the year for which the exenp-
tion is rescinded or in the inmediately succeeding year. |f an
appeal of a rescission of a claimfor exenption is received not
| ater than 5 days prior to the date of the Decenber board of

review, the local tax collecting unit shall convene a Decenber
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board of review and consi der the appeal pursuant to this section
and section 53b. An owner of property for which a claimof
exenption is rescinded may appeal the decision of the board of
reviewto the residential and small clains division of the
M chigan tax tribunal within 35 days of that deci sion.

(11) If the homestead is part of a unit in a nultiple-unit
dwelling or a dwelling unit in a nultiple-purpose structure, an
owner shall claiman exenption for only that portion of the total
t axabl e val ue of the property used as the honmestead of that owner
in a manner prescribed by the departnment of treasury. |If a por-
tion of a parcel for which the owner clains an exenption is used
for a purpose other than as a honestead, the owner shall claiman
exenption for only that portion of the taxable value of the prop-
erty used as the honestead of that owner in a manner prescribed
by the departnent of treasury.

(12) When a county register of deeds records a transfer of
ownership of a property, he or she shall notify the |ocal tax
collecting unit in which the property is located of the
transfer.

(13) The departnent of treasury shall make avail able the
affidavit fornms and the forms to rescind an exenption, which my
be on the same form to all city and townshi p assessors, county
equal i zation officers, county registers of deeds, and cl osing
agents. A person who prepares a closing statenent for the sale
of property shall provide affidavit and rescission forns to the
buyer and seller at the closing and, if requested by the buyer or

seller after execution by the buyer or seller, shall file the
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forms with the local tax collecting unit in which the property is
| ocated. If a closing statenent preparer fails to provide home-
stead exenption affidavit and rescission fornms to the buyer and
seller, or fails to file the affidavit and rescission fornms with
the local tax collecting unit if requested by the buyer or
seller, the buyer may appeal to the departnent of treasury within
30 days of notice to the buyer that an exenpti on was not
recorded. |If the departnent of treasury determ nes that the
buyer qualifies for the exenption, the departnent of treasury
shall notify the assessor of the local tax collecting unit that
the exenption is granted and the assessor of the local tax col-
lecting unit or, if the tax roll is in the possession of the
county treasurer, the county treasurer shall correct the tax rol
to reflect the exenption. This subsection does not create a
cause of action at law or in equity against a closing statenent
preparer who fails to provide honestead exenption affidavit and
rescission forns to a buyer and seller or who fails to file the
affidavit and rescission forns with the [ocal tax collecting unit
when requested to do so by the buyer or seller.

(14) An owner who owned and occupi ed a honmestead on May 1
for which the exenption was not on the tax roll may file an
appeal with the Jutyboeard—oef—review ASSESSOR in the year for
whi ch the exenption was clainmed or the i medi ately succeedi ng
year. | F THE ASSESSOR GRANTS THE APPEAL AND THE EXEMPTI ON RESULTS
I N AN OVERPAYMENT, THE REBATE, | NCLUDI NG ANY | NTEREST PAI D, SHALL
BE MADE TO THE TAXPAYER OR THE TAXPAYER SHALL BE NOTI FI ED AND
PAYMENT MADE W THI N 30 DAYS OF THE NOTICE. A REBATE SHALL BE
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W THOUT | NTEREST. THE COUNTY TREASURER MAY DEDUCT THE REBATE
FROM THE LOCAL TAX COLLECTI NG UNI T'S SUBSEQUENT DI STRI BUTI ON OF
TAXES. THE COUNTY TREASURER SHALL BILL TO THE LOCAL TAX COLLECT-
NG UNI T THE LOCAL TAX COLLECTI NG UNI T'S SHARE OF TAXES REBATED.
| F THE ASSESSOR GRANTS AN EXEMPTI ON UNDER THI S SUBSECTI ON, THE
ASSESSOR SHALL REQUI RE THE OMNER TO EXECUTE THE AFFI DAVI T PRO-
VI DED FOR | N SUBSECTI ON (2) AND SHALL FORWARD A COPY OF THAT
AFFI DAVI T TO THE DEPARTMENT OF TREASURY. | F THE ASSESSOR DEN ES
THE APPEAL, THE OWNER CLAI M NG THE EXEMPTI ON MAY FI LE AN APPEAL
WTH THE JULY BOARD OF REVIEW I N THE YEAR FOR WHI CH THE EXEMPTI ON
WAS CLAI MED OR THE | MVEDI ATELY SUCCEEDI NG YEAR or with the
Decenber board of review in the year for which the exenption was
claimed or the i mediately succeeding year. |f an appeal of a
claimfor exenption that was not on the tax roll is received not
|ater than 5 days prior to the date of the Decenber board of
review, the local tax collecting unit shall convene a Decenber
board of review and consi der the appeal pursuant to this section
and section 53b.

(15) In 1994 only, an owner who owns and occupi es a hone-
stead after May 1 and before COctober 3 for which an affidavit was
not filed in 1994 may file an affidavit as provided in subsection
(2) not later than Cctober 3, 1994. Upon receipt, the assessor
shal | exenpt the property from50% of the nunmber of mlls |evied
in 1994 under section 1211 of —Aet—No—451+of—thePublHecActs—of
+946— THE REVI SED SCHOOL CODE, 1976 PA 451, MCL 380. 1211, from
whi ch homest eads are exenpt, not to exceed 50% of the total

nunber of mlls from which honesteads are exenpt in 1994, on the
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Decenber tax roll. |If there is not a Decenber |evy of the tax
under section 1211 of —Aet—No—45tof thePubl+ec-Aets—of—19+6
THE REVI SED SCHOOL CCDE, 1976 PA 451, MCL 380.1211, the owner may
appear in person or by mail before the Decenber board of review
and obtain a rebate as provided in section 53b of 50% of the
nunber of mlls levied in 1994 under section 1211 of —-Aet—No—45%
of—the—PubH-e—Acts—of—1976— THE REVI SED SCHOOL CODE, 1976 PA 451,
MCL 380. 1211, from which honesteads are exenpt, not to exceed 50%
of the total nunber of mlls fromwhich honesteads are exenpt in
1994. If an affidavit is not filed as provided in this subsec-
tion, the owner may appear in person or by mail before the July
or Decenber board of review in 1994 or the July or Decenber board
of review in 1995 and obtain a rebate of 50% of the nunber of
mlls levied in 1994 under section 1211 of —Aet—Ne—45tof—the
PubHe—Aets—ef—1976— THE REVI SED SCHOOL CODE, 1976 PA 451, MCL
380. 1211, from which honesteads are exenpt, not to exceed 50% of
the total nunber of mlls fromwhich honesteads are exenpt in
1994. This subsection does not apply unless the 1994 assessnent
of the property is based on the valuation of a honestead or a
portion of a structure that has becone a honestead. An affidavit
filed under this subsection is subject to all the provisions of
this section.

(16) An owner who owns and occupi es a honestead for which
the exenption was on the tax roll in 1995 and each year after
1995 and for which an exenption was not on the tax roll in 1994

may appeal to the departnent of treasury before Decenber 31, 1997
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to have an exenption placed on the 1994 tax roll if all of the
followi ng conditions are satisfied:

(a) The owner owned and occupi ed that honestead on May 1,
1994 or the owner owned and occupi ed that honestead after May 1,
1994 but before Cctober 3, 1994.

(b) I'f a claimof exenption was denied in 1994, the owner
did not tinely appeal that denial as provided in this section.

(c) The owner has owned and occupi ed that honestead since
1994.

(17) 1If the departnent of treasury grants a claimof exenp-
tion for 1994 under subsection (16), the county treasurer with
possession of the tax roll being adjusted shall anend the 1994
tax roll to reflect the exenption and shall issue a corrected tax
bill as foll ows:

(a) I'f the owner owned and occupi ed that honestead on May 1,
1994, that homestead is exenpt fromthe tax levied in 1994 for
school operating purposes to the extent provided under
section 1211 of —Aet—No—451tofthePubHecActs—of—1976— THE
REVI SED SCHOOL CODE, 1976 PA 451, MCL 380.1211, pursuant to
subsection (1).

(b) I'f the owner owned and occupi ed that homestead after My
1, 1994 but before Cctober 3, 1994, that honestead is exenpt from
50% of the nunber of mlls levied in 1994 under section 1211 of
—Act—No—451t—of thePubte—Aets—of—19+6pursuant—to
stbseetion—(14— THE REVI SED SCHOOL CODE, 1976 PA 451, MCL
380. 1211.
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(18) If the departnment of treasury denies a claimof
exenption for 1994 under subsection (16), an owner nay appeal
that denial to the residential and snmall clains division of the
M chigan tax tribunal wthin 35 days of that denial.

(19) If the assessor or treasurer of the |local tax collect-
ing unit believes that the departnment of treasury erroneously
denied a claimfor exenption, the assessor or treasurer nmay
submt witten information supporting the owner's claimfor
exenption to the departnment of treasury within 35 days of the
owner's recei pt of the notice denying the claimfor exenption.

If, after reviewing the information provided, the departnent of
treasury determ nes that the claimfor exenption was erroneously
deni ed, the department of treasury shall grant the exenption and
the tax roll shall be anmended to reflect the exenption.

(20) If granting the exenption under this section results in
an overpaynent of the tax, a rebate, including any interest paid,
shal |l be made to the taxpayer by the local tax collecting unit if
the |l ocal tax collecting unit has possession of the tax roll or
by the county treasurer if the county has possession of the tax
roll within 30 days of the date the exenption is granted. The
rebate shall be w thout interest.

(21) If an exenption under this section is erroneously
granted, an owner may request in witing that the departnent of
treasury withdraw the exenption. |If an owner requests that an
exenption be wi thdrawn, the departnent of treasury shall issue an
order notifying the | ocal assessor that the exenption issued

under this section has been denied based on the owner's request.
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| f an exenption is withdrawn, the property that had been subject
to that exenption shall be inmedi ately placed on the tax roll by
the local tax collecting unit if the local tax collecting unit
has possession of the tax roll or by the county treasurer if the
county has possession of the tax roll as though the exenption had
not been granted. A corrected tax bill shall be issued for the
tax year being adjusted by the local tax collecting unit if the
| ocal tax collecting unit has possession of the tax roll or by
the county treasurer if the county has possession of the tax
roll. If an owner requests that an exenption under this section
be wit hdrawn before that owner is contacted in witing by either
the | ocal assessor or the departnent of treasury regarding that
owner's eligibility for the exenption and that owner pays the
corrected tax bill issued under this subsection within 30 days
after the corrected tax bill is issued, that owner is not |iable
for any penalty or interest on the additional tax. An owner who
pays a corrected tax bill issued under this subsection nore than
30 days after the corrected tax bill is issued is liable for the
penalties and interest that woul d have accrued if the exenption
had not been granted fromthe date the taxes were originally
| evi ed.

(22) For tax years beginning on and after January 1, 1994, a
cooperative housing corporation is entitled to a full or partial
exenption under this section for the tax year in which the coop-
erative housing corporation files all of the following with the
| ocal tax collecting unit in which the cooperative housing

corporation is located if filed on or before May 1 of the tax
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year, or for the tax year following the year in which all of the
following are filed if filed after May 1 of the tax year:

(a) An affidavit form

(b) A statenment of the total nunber of units owned by the
cooper ati ve housing corporation and occupi ed as the princi pal
resi dence of a tenant stockholder as of the date of the filing
under this subsection.

(c) Alist that includes the nane, address, and soci al
security nunmber of each tenant stockhol der of the cooperative
housi ng corporation occupying a unit in the cooperative housing
corporation as his or her principal residence as of the date of
the filing under this subsection.

(d) A statenment of the total nunber of units of the coopera-
tive housing corporation on which an exenption under this section
was clainmed and that were transferred in the tax year inmediately
preceding the tax year in which the filing under this section was

made.
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