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TO: Frank A. Nastasi, City Manager

FROM: Robert J. Bruner, Deputy City Manager
Robert C. Maleszyk, Chief Financial Officer
Kelly M. Timm, City Assessor

SUBJECT: Agenda Item — 2025 Poverty Exemption Guidelines (changes from
previous year)

History:

MCL 211.7u, provides for a property tax exemption, in whole or part, for the principal residence
of a person who, by reason of poverty, is unable to contribute to the public charges.

MCL 211u requires local governing bodies to adopt guidelines that must include the specific
income and asset levels of the applicant and the total household income and assets. Local units
must adopt guidelines which specify the total household income which will be used to approve
or deny poverty exemptions. The adopted income levels shall not be set lower than the federal
poverty guidelines. These federal poverty guidelines are updated annually by the United States
Department of Health and Human Services. This means, for example, that the income level for a
household of 3 persons shall not be set lower than $25,820 which is the amount shown on the
following chart for a family of 3 persons. Following are the federal poverty guidelines for use in
setting poverty exemption income guidelines for the 2025 assessments:

Size of Family Unit Poverty Guidelines
$15,060

$20,440

$25,820

$31,200

$36,580

$41,960

S47,340

$52,720

For each additional person S5,380
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RESOLUTION FOR POVERTY EXEMPTION

 INCOME GUIDELINES AND ASSET TEST 

WHEREAS, the adoption of guidelines for poverty exemptions is required of the City Council; and

WHEREAS, the principal residence of persons, who the Assessor and Board of Review determines by reason of poverty to be unable to contribute to the public charge, is eligible for exemption in whole or in part from taxation under Public Act 253 of 2020 (MCL 211.7u); and

WHEREAS, pursuant to PA 253 of 2020, the City of Troy, Oakland County adopts the following guidelines for the Board of Review to follow. The guidelines shall include but not be limited to the specific income and asset levels of the claimant and all persons residing in the household, including any property tax credit returns, filed in the current or immediately preceding year;

To be eligible, a person shall do all the following on an annual basis:

1) Own and occupy the property as a principal residence.

2) File Form 5737 Application for MCL 211.7u Poverty Exemption with the Assessor/Board of Review, accompanied by federal and state income tax returns for the current or immediately preceding year, including any property tax credits, for all persons residing in the principal residence (disclosure of the income of an owner who is not residing in the principal residence is not required). Federal and state income tax returns are not required for a person residing in the principal residence if that person was not required to file a federal or state income tax return.  Instead, Form 4988, Poverty Exemption Affidavit may be filed for all persons residing in the residence who were not required to file federal or state income tax returns in the current or immediately preceding year.

3) Produce a valid driver’s license or other form of identification, if requested.

4) Produce a deed, land contract, or other evidence of ownership of the property, if requested.

5) Meet the federal poverty income guidelines published in the prior calendar year in the Federal Register by the United States Department of Health and Human Services or alternative guidelines adopted by the local assessing unit.  The Alternative guidelines cannot provide income eligibility requirements less than the federal guidelines.

6) Meet the asset level test adopted by the local assessing unit.

Local units are required to adopt guidelines that set income levels for their poverty exemption guidelines and those income levels shall not be set lower by a city than the federal poverty guidelines updated annually by the U.S. Department of Health and Human Services.  Following are the federal poverty guidelines for use in setting poverty exemption guidelines for 2025 assessments:

		Size of Family Unit

		Poverty Guidelines



		1

		$15,060



		2

		$20,440



		3

		$25,820



		4

		$31,200



		5

		$36,580



		6

		$41,960



		7

		$47,340



		8

		$52,720



		For each additional person

		$5,380







According to the United States Census Bureau “income” includes, but is not limited to:

· Money, wages, salaries before deductions, regular contributions from persons not living in the residence

· Net receipts from non-farm or farm self-employment (receipts from a person’s own business, professional enterprise, or partnership, after business expense deductions)

· Regular payments from social security, railroad retirement, unemployment, worker’s compensation, veteran’s payments, public assistance, supplemental security income (SSI)

· Alimony, child support, military family allotments

· Private and governmental retirement and disability pensions, regular insurance, annuity payments

· College or university scholarships, grants, fellowships, assistantships

· Dividends, interest, and net income from rentals, royalties, estates, trusts, gambling or lottery winnings

The Michigan homestead property tax credit cannot be considered as income for purposes of the poverty exemption.

Asset Test Guidelines

[bookmark: _GoBack]Used in the Determination of Poverty Exemptions for 2025

As required by PA 253 of 2020, all guidelines for poverty exemptions established by the governing body of the local assessing unit must include an asset level test. This asset test must clearly state the maximum value of all assets allowable to be eligible for the poverty exemption.  This means that the guidelines must state a total dollar amount and the value of all assets cannot exceed the total dollar amount. 

The purpose of an asset test is to determine the resources available: cash, fixed assets or other property that could be converted to cash and used to pay property taxes in the year the poverty exemption is filed.  The local unit asset test cannot include the value of the principal residence.

The following asset test shall apply to all applications for poverty exemption:

• The applicant(s) shall not have assets exceeding the amount shown in the chart below based on the size of the family unit. 

• The asset Guideline (test) shall exclude the value of the principal residence subject to the poverty exemption request and exclude the value of one automobile. If multiple automobiles are owned, then the least valuable automobile will be excluded from the asset guideline.

• The applicant(s) shall not have total assets (excluding the value of the principal residence subject to the exemption request and excluding the value of one automobile) more than the guidelines set below.  Assets exceeding the amounts stated below will result in a denial of the poverty exemption.

		Size of Family Unit

		Asset Guidelines



		1

		$5,000



		2

		$10,000



		3

		$15,000



		4

		$20,000



		5

		$20,000



		6

		$20,000



		7

		$20,000



		8

		$20,000



		For each additional person

		N/A







All asset information, as requested in the Application for Poverty Exemption, must be completed in total. The Board of Review may request additional information and verification of assets, if the Board of Review determines it to be necessary and may deny an application if the assets are not properly identified.

The following is a list of assets that are included in the asset test:

· A second home, property, vacant land, vehicles

· Recreational vehicles such as campers, motor-homes, boats and ATV’s

· Buildings other than the residence

· Jewelry, antiques, artworks

· Equipment, other personal property of value

· Bank accounts (over a specified amount), stocks

· Money received from the sale of property, such as, stocks, bonds, a house or car (unless a person is in the specific business of selling such property)

· Withdrawals of bank deposits and borrowed money

· Gifts, loans, lump-sum inheritances and one-time insurance payments

· Food or housing received in lieu of wages and the value of food and fuel produced and consumed on farms

· Federal non-cash benefits programs such as Medicare, Medicaid, food stamps and school lunches

NOW, THEREFORE, BE IT HEREBY RESOLVED that the Board of Review shall follow the above stated policy, federal guidelines, and asset test in granting or denying an exemption. The Board of Review is not permitted to deviate from the adopted policy and guidelines.

The foregoing resolution offered by City Council Member

____________________________and supported by City Council Member

Member _________________________________________________.

Upon roll call vote, the following voted:

“Aye”: ____________________________________________________________________________

“Nay”: ____________________________________________________________________________

The City Clerk declared the resolution_________________.

___________________________________________

XXX, Clerk Date
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MCL 211u (1) states “The principal residence of a person who, in the judgment of the supervisor
and board of review, by reason of poverty, is unable to contribute toward the public charges is
eligible for exemption in whole or in part from the collection of taxes under this act. This section
does not apply to the property of a corporation.”
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MCL 211u (4) states “The governing body of the local assessing unit shall determine and make
available to the public the policy and guidelines used for the granting of exemptions under this
section. If the local assessing unit maintains a website, the local assessing unit shall make the
policy and guidelines, and the form described in subsection (2)(b), available to the public on the
website. The guidelines must include, but are not limited to, the specificincome and asset levels
of the claimant and total household income and assets.”

The Board of Review shall approve or deny the request for the poverty exemption. The Board of
Review is required to follow the policy, income guidelines and asset guidelines adopted by the
governing body of the local assessing unit in granting or denying a poverty exemption. The Board
of Review shall follow the adopted policy and guidelines and are not permitted to deviate from
the adopted policy and guidelines.

In order to grant a Poverty Exemption, each governing body must develop a set of guidelines to
determine whether the applicant qualifies for a one (1) year exemption from property taxes. (The
exemption may be re-applied for each year)

The applicant(s) shall not have total assets (excluding the value of the principal residence subject
to the exemption request and excluding the value of one automobile) more than the guidelines
set below. Assets exceeding the amounts stated below will result in a denial of the poverty
exemption.

Size of Family Unit Asset Guidelines
$5,000

$10,000

$15,000

$20,000

$20,000

$20,000

$20,000

$20,000

For each additional person N/A
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As the guidelines include a Total Asset limit, and changes to the Federal Poverty Income
Guidelines, Council is presented with updated guidelines each year for their approval.



Financial Considerations:
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e There were thirteen (13) poverty exemptions applied for in 2024 at the March Board of
Review. Eight (8) exemptions were granted, totaling $970,140 in Taxable Value. This
amounts to $9,569.46 in exempted City taxes.

e This year, there were eight (8) exemptions applied for at the 2024 July Board of Review.
There were three (3) exemptions that were granted at the July Board of Review totaling
$416,520 in Taxable Value. This amounts to $4,108.55 in exempted City taxes.

e The 2024 December Board of Review had one (1) exemptions granted (of the two (2) that
applied). The 2024 Taxable Value was $103,780, which equaled $1,023.68 in exempted
City taxes.

e The total loss of City taxes for Poverty Exemptions in 2024 was $14,701.69 (compared to

$17,150.51 in 2023). This is a 14.28% reduction in City property tax loss compared to
2023.

Legal Considerations:

e The federal poverty guidelines and asset test are required by the State Tax Commission.
The guidelines and asset test meet the requirements of these rulings.

Policy Considerations:

e The guidelines are a State mandated requirement. They do not conform to current
Council goals.

Options:

e Council must adopt Poverty Guidelines and an Asset Test. Council may adopt the
guidelines as presented, or modify them.
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City of Troy — Assessing Department
POVERTY EXEMPTION GUIDELINES
INCOME STANDARDS 2025

The following are the Poverty thresholds as of 12/31/24 for use in setting Poverty
Exemption Guidelines for 2025 assessments:

Number of People Poverty
Residing in Homestead Guidelines
1 Person $15,060
2 People $20,440
3 People $25,820
4 People $31,200
5 People $36,580
6 People $41,960
7 People S47,340
8 People $52,720

9 People (or more) add $5,380 for each additional person



500 West Big Beaver

II =1 I N CITY COUNCIL AGENDA ITEM
CITY OF TROY

POVERTY EXEMPTION GUIDELINES - 2025

MCL 211.7u, provides for a property tax exemption, in whole or part, for the principal residence
of persons who, by reason of poverty, are unable to contribute to the public charges.

The City of Troy’s standard for approving an exemption under the statute is based on an
individual determination of hardship.

This is an exemption from taxes. If you claim poverty under the statute, you must file your claim
with an Application for MCL 211.7u Poverty Exemption. This exemption is good for one year.

STANDARD #1 Applicants must file a claim with the Board of Review for Poverty
Exemption on Form 5737 in order to be considered for any exemption. Per MCL
211.7u(2)(b), federal and state income tax returns for the current or immediately
preceding year for all persons residing in the principal residence, including any property
tax credit returns. Additional documentation such as W-2 Forms, Deeds or Land Contracts
and personal identification is mandatory, and must be attached to the Affidavit.

STANDARD #2 A Poverty Exemption will not be granted if the household income is
greater than the Poverty Guidelines adopted by the City Council.

STANDARD #3 Applicants total assets cannot exceed the Asset Limit Test adopted by the
City Council.

*The Board of Review may require a home audit and inspection, done by the Assessing
Department, as part of the exemption process.

* The income of every person residing at the home must be reported.
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