HOUSE BILL No. 4123

HOUSE BILL No. 4123

January 30, 2003, Introduced by Reps. Sak, Spade, Vagnozzi, Gleason, O'Neil and Paletko
and referred to the Committee on Tax Policy.

A Dbill to amend 1976 PA 225, entitled

"An act to defer the collection of special assessnments on

honmest ead properties; to provide for conditions of eligibility
for such a defernent; to prescribe the powers and duties of the
departnent of treasury, |ocal assessing officers, and | oca
collecting officers; to provide for the advancenent of noneys by
the state to indennifY speci al assessnent districts for | osses
fromdefernent of collections; to provide for the advancenent of
noney by the state to an owner for the repaynent of |oans used by
the owner to pay special assessnents; to provide for the

coll ection of deferred special assessnents and interest thereon,
and the disposition of these collections; to nmake an
appropriation; and to prescribe penalties,”

by amending the title and sections 1, 2, 3, 4, 5, 6, 7, 8, 8a, 9,
and 10 (MCL 211.761, 211.762, 211.763, 211.764, 211.765, 211.766,
211. 767, 211.768, 211.768a, 211.769, and 211.770), the title and
sections 2, 3, 4, and 10 as anmended by 1980 PA 403 and section 8a
as anended by 1981 PA 59, and by addi ng section 4a.
THE PECPLE OF THE STATE OF M CHI GAN ENACT:
TI TLE

An act to defer the collection of special assessnments and
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property taxes on honestead properties; to provide for conditions
of eligibility for such a defernment; to prescribe the powers and
duties of the departnent of treasury, |ocal assessing officers,
and local collecting officers; to provide for the advancenent of
—pnReys— nmoney by the state to indemify special assessnent
districts and local tax collecting units for |osses from
deferment of collections; to provide for the advancenent of noney
by the state to an owner for the repaynent of |oans used by the
owner to pay special assessnments and property taxes; to provide
for the collection of deferred special assessnents and property
taxes and interest thereon, and the disposition of these
collections; to make an appropriation; and to prescribe
penal ti es.

Sec. 1. As used in this act:

(a) "Departnent” neans the departnent of treasury.

(b) "Equity" neans the difference between twice the state
equal i zed val uation of a honmestead and any out standi ng nortgage,
| and contract, lien, or other encunbrance, including a lien
i nposed under this act.

(c) —b)— "Totally and permanently di sabl ed" means a person
—as—defined— described in 42-U-S-C—seetion416— section 216(i)
of title Il of the social security act, chapter 531, 49
Stat. 620, 42 U.S.C. 416.

(d) —€)— "Honestead" neans a dwelling or a unit in a
mul tiple-unit dwelling, owned and occupied as a hone by —the— an
owner, —thereefs— including all contiguous unoccupied real

property owned by the —persen— owner. Honestead includes a
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dwel I'i ng and an outbuil ding used in connection with a dwelling,
situated on the —t‘ands— property of another

(e) 6H— "Omer" includes a person eligible for the
exenption specified in this act, who is purchasing a honestead
under a nortgage or |land contract, —er— who owns a dwelling
situated on the | eased | ands of another, or who is a
t enant - st ockhol der of a cooperative housi ng corporation.

(f) —e)— "Special assessnent" neans an assessnent agai nst
real property calculated on a benefit or ad val orem basis for
curb and gutter, sidewal k, sewer, water, or street paving; a
drain; a connection fee or simlar charge for a sewer or water
system or the land contract on a parcel of property acquired
under the circunstances set forth in section —3(2— 3(3).

Speci al assessment does not include charges for current service.

Sec. 2. (1) The paynent of special assessnents —assessed
and property taxes |levied and due and payabl e on a honmestead in
any year in which the ower neets all of the ternms and conditions
of this act shall be deferred until 1 year after the owner's
death, subject to further order by the probate court or until the
honmest ead or any part of the honestead is conveyed or transferred
to another or a contract to sell the honestead is entered into.
The death of a spouse —shall— does not term nate the defernent of
speci al assessnments or property taxes for a honestead owned by
husband and wi fe under tenancy by the entireties as |long as the
surviving spouse does not remarry. Special assessnents and
property taxes deferred under this act nmay be paid in full at any

tine.
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(2) If the collecting officer or the departnent determ nes
that legal or equitable title to a honmestead or any part of a
homest ead for which special assessnents or property taxes are
deferred under this act is conveyed or transferred or a contract
to sell the honestead or part of a honestead is entered into, and
the defernment is not term nated, the owner or owner's estate
—shall—be— is subject to an interest rate of 1% per nonth or
fraction of a nonth, on the anmount deferred, conputed fromthe
date of conveyance, transfer, or contractual agreenment. The
anount of interest shall be payable to the collecting officer and
transmtted by that office pursuant to section 9.

(3) The departnent shall notify each owner whose speci al
assessments or property taxes are authorized to be deferred under
this act that if legal or equitable title to the honestead or any
part of the homestead is conveyed or transferred or a contract to
sell the honestead or part of the honestead is entered into, the
deferment is terminated and the amount deferred is i mediately
due and payable, plus interest as provided in subsection (2).

Sec. 3. (1) An owner of a honestead who is 65 years of age
or older, —e+— who is totally and permanently di sabl ed, who
cl ai rs a dependency exenption under section 30(2) of the incone
tax act of 1967, 1967 PA 281, MCL 206.30, for a child who is |less
than 18 years old, or who is an adult in need of protective
services as defined in section 11 of the social welfare act, 1939
PA 280, MCL 400.11, and who is a citizen of the United States, a
resident of this state for 5 or nore years, and the sol e owner of

the honestead for —-5— 3 or nore years is eligible for the
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defernent of special assessnments and property taxes |evied on
t hat homestead pursuant to this act, if the equity in that
owner's honestead is not |ess than 25% of twice the state
equal i zed val uation of that honestead. The owner and the owner's
spouse shall not have received during the |ast cal endar year
househol d i ncone as defined in section 508 of —Aet—No—281-o6fthe
Public Acts of 1967, as anended, being section 206.508 of the
M-chi-gan—Conpited—Laws,— the incone tax act of 1967, 1967 PA 281,
MCL 206.508, in excess of —$8-000-00;—this—ampunt—shat—be
increased to  $10,000.00. for the determnation of eligibility
for—a—deferment—after DPecenrber—31—1982— The gross anount of
—the— a special assessnment deferred under this act, exclusive of
interest, shall not be | ess than $300. 00.

(2) The maxi mum dol | ar anmount of househol d i nconme required by
subsection (1) to be eligible for the defernment of special
assessments or property taxes under this act shall be adjusted
each year, beginning on January 1, 1984, pursuant to the annua
aver age percentage increase or decrease in the Detroit consuner

price i ndex —al—tenms— as defined and reported by the United

St at es departnent of |abor, bureau of |abor statistics. —Fhe
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(3) -Arter—Januvary—1—1975—a— A person —65—years—ofageor
older— who —etherwise— qualifies under this section for deferra

of special assessnents or property taxes who —faits— failed to
pay a prior delinquent special assessnent or property tax
assessnment and —thereby— | ost —theproperty— his or her honestead
to the local unit of governnent —whepurchasedthe property

through —t+ax— forfeiture, foreclosure, and sale may reacquire the
property fromthe local unit of governnent through a |and
contract. —Fhe— A land contract for a —parecel—of property

homest ead reacqui red under —the—ei+reunstances—set—forth+n— this
subsection shall be treated as a special assessnment for purposes

of this act.

(4)

spectal—assessnent—was—tevied—and— A person who qualifies under

this section for deferral of special assessments or property

t axes who has borrowed noney froma lending institution to pay a
speci al assessnent or property taxes before —theeffective date
of thissubseetion—shall—be— January 8, 1981 is eligible to
receive noney fromthe special revolving fund created in section
10, to be used —for—the purpose—ofrepaying— to repay the | ending
institution the principal anount used by the person to pay the

speci al assessnent or property taxes. The departnent shall cause
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a lien on the honestead in favor of the state to be recorded with
the appropriate register of deeds, indicating the anount of the
nmoney paid and identifying the honestead. Money paid fromthe
fund under this subsection shall be treated as if the noney had
been paid as deferred property taxes or special assessnent.

Sec. 4. An owner may apply to the | ocal assessing officer
for deferment of the paynent of special assessnments on the
owner's homestead. An owner may apply to the departnment for
defernent of the paynent of property taxes |levied on the owner's
honmest ead. The application shall be made upon an affidavit form
to be furnished and nade avail abl e by the departnent at
conveni ent |ocations throughout the state. The affidavit form
shall contain the follow ng statement in 10-poi nt —beldface
bol df aced type | ocated i medi ately above the affiant's
signature: "If this defernent is authorized the state will place
a lien on your property.” The affidavit shall contain a
statenent that the owner applying for the defernment of special
assessnments or property taxes under this act has received or has
applied for all credits available to that owner under sections
520 and 522 of the income tax act of 1967, 1967 PA 281,

MCL 206. 520 and 206.522. A person meking a false affidavit for

t he purpose of obtaining deferment of special assessnents or
property taxes under this act is guilty of perjury. If the
honmestead is owed jointly by husband and wi fe, each spouse shal
sign and file the affidavit. |If the honmestead is encunbered by a
nort gage or an unpaid bal ance on a | and contract, a defernment of

speci al assessnents or property taxes shall not be made w t hout
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the witten consent of the nortgagee or the |and contract vendor
which shall be filed with the affidavit. The affidavit shall be
filed with the | ocal assessing officer for the defernment of
speci al assessnments and with the departnment for the defernment of
property taxes at |east 30 days —after— before the due date of a
speci al assessnent or installnment of a special assessnent or
property tax bill for which defernment is requested.

Sec. 4a. The application provided for in section 4 shal
contain both of the foll ow ng:

(a) A statenent that the owner applying for the defernment has
property and casualty insurance on that owner's honestead in an
anount not |ess than the anmpbunt of all special assessnents and
property taxes deferred.

(b) An assignnent to the state of the owner's interest in the
property and casualty insurance on that owner's honestead in an
anount equal to the total ampunt of all special assessnents and
property taxes deferred.

Sec. 5. (1) Upon receipt of the affidavit, the |ocal
assessing officer for the defernment of a special assessnment and
the departnent for the defernent of property taxes shall pronptly
examne it to determne if the applicant neets the requirenments
of this act and shall make an inspection of the property and
property records and conduct an investigation and survey as —t+
deens— necessary. An applicant shall not be conpelled to supply
i nformati on not reasonably essential to a proper determ nation of
the eligibility of the owner and the honestead for the relief

provi ded under this act. The |ocal assessing officer for the
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defernent of a special assessment and the departnent for the
defernent of property taxes shall pronptly make —ts— a deci sion
Wi th respect to an application under this section and shal
notify the applicant of —ts— that decision not |later than the
due date for a special assessment or for the property taxes
involved in the application. A decision of the |ocal assessing
of ficer —shalkl—be— is final except as otherw se provided
—pursuant—to— under the state constitution of 1963.

(2) The departnent shall annually do all of the foll ow ng for
t he deferment of property taxes under this act:

(a) Determine that the person on whose behal f property taxes

are deferred is eligible for the deferral of property taxes under

section 3.
(b) Secure an assignnment to this state of any credit all owed
under sections 520 or 522 of the incone tax act of 1967, 1967

PA 281, MCL 206.520 and 206. 522, payable to the person on whose
behal f the property taxes are deferred during the period in which
property taxes are deferred on that person's homestead, which
credit shall be applied to any lien inposed on that honestead
under this act.

(c) Determ ne that the person on whose behal f property taxes
are deferred has property and casualty insurance on his or her
honestead in an anobunt not |ess than the anmobunt of all special
assessnments and property taxes deferred and that the person on
whose behal f property taxes are deferred has assigned to the
state his or her interest in that property and casualty insurance

in an anount equal to the total amount of all special assessnents
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and property taxes deferred.

Sec. 6. The departnent shall pay the entire bal ance ow ng,
i ncl udi ng delinquent anmounts, of the special assessnment or
property tax of an applicant who qualifies under this act. The
departnent shall transmit to the collecting officer the sum of
nmoney required to indemify the | ocal special assessnent district
or local tax collecting unit for a revenue loss resulting from
the defernment of the special assessnent or property tax. At the
sanme tinme, the departnment shall —eausethe recording—of— record a
lien in favor of the state with the register of deeds of the
county in which the honestead is | ocated and notify the county
treasurer of the county in which the honestead is |ocated of the
speci al assessment or property taxes deferred, indicating the
anount deferred for property taxes and for each specia
assessnment and identifying the honmestead. —Fhe— If paynent is
made as required by this section, the county treasurer shall keep
a record of the notice and shall require that the honestead be
i ncluded in the subsequent return of delinquent taxes by each
collecting officer, that the property is identified on the
delinquent roll as provided in this act, and that the anount of
speci al assessnent or property taxes shown on the roll as due and
unpai d are the sane as the anmount approved by the departnent for

deferment. The sumreceived by the collecting officer fromthe

departnent shall be distributed —totheseveral—speectal
i . . i . hei .
shares—ofthetotal of special—assessrents—deferred— in the sane

manner that distribution would be nade had the sane anpunt been
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11
received fromthe paynment of the special assessnments or property
taxes. —TFhe— If paynent is nade as required by this section, the
collecting officer shall enter on the current tax roll opposite
each homestead for which defernent is allowed a notation that
paynent is deferred pursuant to this act.

Sec. 7. The treasurer of —any— a city, township, or
village, required by —Aet—No—206o6f the PubliecActsof 1893,—as
amended.—being-sections 2111 to0 211157 of the Mchigan Conpiled
Laws— the general property tax act, 1893 PA 206, MCL 211.1 to
211. 157, to make a return of delinquent taxes to the county
treasurer, shall include in the delinquent tax roll al
honmest eads for which defernent of special assessnents —are— or
property taxes is approved, and shall enter on the delinquent tax

roll opposite each —sueh—item- special assessment or property tax

Il evy a notation that paynent is deferred —pursuant—to— under this
act. In acity collecting its own delinquent taxes, the
treasurer —simtarby— shall note on the city tax record of each

—sueh— property for which special assessments or property taxes
are deferred that paynment is deferred —pursuant—toe— under this
act. The collection of special assessnments or property taxes
deferred —for—alH—suechhonresteads— under this act shall be nade
—thereafter—only— in accordance with this act, any |aw,

ordi nance, or charter to the contrary notw thstanding.

Sec. 8. Upon term nation of the defernent of special
assessments or property taxes under this act, the collection
procedures of —Aet—No—206of the PubliecActsof 1893, —as
arended— t he general property tax act, 1893 PA 206, MCL 211.1 to
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211. 157, and any provisions of any |aw, ordinance, or charter
applicable to the collection of delinguent taxes in a city
collecting its own delinquent taxes, suspended —bytheterrs—of
under this act during the period of defernment, shall again apply
to the deferred special assessnents —-the-samwe—asthey—would-have

apptted—had—noe— or property taxes as if a defernent had not been
aut horized and all of the special assessnents or property taxes

had been levied initially in the —third- year preceding the

cal endar year in which the defernent was term nated, except that
t he provisions of those | aws, ordinances, and charters wth
respect to collection fees, interest, penalties, and other
charges shall not be applicable to the collection of, or
foreclosure of the lien for special assessnents or property taxes
deferred. —hereunder— The lien for deferred special assessnents
or property taxes shall be for the anount of the special
assessnments or property taxes only and shall not have any
additional fee, penalty, or interest added except as provided in
this act.

Sec. 8a. (1) Except for an owner or owner's estate
qual i fying for defernment of special assessnents under this act
before January 8, 1981, the paynent of special assessnents or
property taxes deferred under this act nmade by the owner or
owner's estate shall include interest conputed for periods after
January 8, 1981, at a rate of 1/2 of 1% per nmonth or fraction of
a nont h.

(2) The departnment shall notify each owner whose speci al

assessnments or property taxes are authorized to be deferred under
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this act of the interest rate provided in this section.

(3) The lien created in section 6 for special assessnents or
property taxes deferred under this act shall include —anr—-arpunt
of— interest as provided in this section.

(4) The departnment of treasury shall refund to each owner
who, before —theeffeective dateof this subseetion— January 8,
1981, paid their special assessnent or property taxes and was
subject to the interest paynment of subsection (1), an anount
equal to the difference between the interest paid and the
i nterest —whieh— that would have been due at a rate of 1/2 of 1%
per nmonth or fraction of a nonth.

(5) If a defernment of a special assessnent was term nated by
an owner solely by paynent of the deferred special assessnent
after January 8, 1981, and before —theeffective dateof this
subseetion— June 4, 1981, the owner may reapply within 60 days of
the effective date of this subsection to the | ocal assessing
officer for reinstitution of the previously deferred special
assessnment and the departnment of treasury shall refund the anpunt
of the special assessnment paid and redeferred to the owner.

Sec. 9. Upon receipt of paynment of special assessnents or
property taxes deferred under this act, the collecting officer

shal | —ferthwith— transmt the anount received to the departnent

as rei nbursenent for the suns —theretofore— advanced — to
indemnify the | ocal special assessnment districts or |ocal tax
collecting unit.

Sec. 10. (1) There is created a special revol ving fund

Wi thin the departnment to pay special assessnents and property
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taxes under this act and the sum of $3, 000, 000.00 of the
principal of the Mchigan veterans' trust fund shall be used for
this i nvestnment purpose.

(2) An amount —whieh— that is paid by the departnent to a
| ocal assessnent district or local tax collecting unit for a
deferred special assessnment or deferred property taxes shall be
paid fromthe special revolving fund created in subsection (1).

(3) Fromthe anmounts received by the departnent as paynent
for deferred special assessnents or property taxes under this
act, the departnent shall credit, on a quarterly basis, 1/2 of
the total ampunt received to the special revolving fund created
in this section, and shall transmt the remainder of this
quarterly paynent to the M chigan veterans' trust fund until the
initial $3,000,000.00 set forth in subsection (1) is repaid to
the M chigan veterans' trust fund.

(4) After the initial $3,000,000.00 set forth in
subsection (1) is repaid to the Mchigan veterans' trust fund,
the departnent shall credit, on a quarterly basis, the total

amount received to the special revolving fund created in this

section.
(5) —4)— Interest received pursuant to section 8a, and civil
penal ties received pursuant to section 2, shall be credited in

full to the special revolving fund created in this section.

(6) 5)— Anmpunts required to be transmtted to the M chigan
veterans' trust fund under subsection (3) shall be reduced by the
anount of principal and earni ngs —which—was— returned to the
M chi gan veterans' trust fund before —theeffectivedateof this
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