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Mecosta County Equalization Director

24 years of Assessment Administration 
Experience

Implemented a successful PRE audit program 
in Mecosta County

Under the provisions of the General Property 
tax act, Public Act 206 of 1893, as amended, 
County Equalization Directors and County 
Treasurers are given the opportunity to audit 
and deny principal residence exemptions

An amendment to section 10 of MCL 211.7cc 
requires an election to audit exemptions be 
made every five years beginning in 2009, with 
five annual audit periods.
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Proposal A significantly changed the
administration process for assessments while
preserving the traditional method of
calculating assessed values.

One result of Proposal A is the Homeowners
PPPPrincipal RRRResidence EEEExemption (formally
known as the Homestead Exemption).

The PRE exempts a property owner from up
to 18 mills of school operating tax on their
principal residence.

Although there have been legislation changes
to Proposal A along with updated
interpretations of how to implement the PRE
program, it has ALWAYS been the local
assessors responsibility to administer the
Principal Residence Exemption program for
property at the local level as required by state
law.
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General Property Tax Act, Public Act 206 of
1893, as amended.

Local assessors have the same authority as
Treasury. Both can deny exemptions for the
current year and three prior years.

County Equalization Directors and/or County
Treasurers can opt-in to audit PREs and issue
Denials.

Property owner applies at the local unit by
filing a PRE affidavit.

Assessors can approve or deny for the
current year affidavit is received on or before
May 1st.

Board of Review can approve or deny for the
current year and up to three prior years.

Local Assessor and Department of Treasury
have authority to deny any existing PRE.

County Equalization or Treasurer have
authority to deny if they are an opt in county.

Whoever issues the denial defends it at the
MTT.
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Administrative Rule 205.28

“…facts or information obtained in 
connection with the administration of a tax…”

“anyone connected with the Department”

Anti-Browsing Rule R205.1003

MCL 211.7cc describes the power a PRE
auditor has regarding taxes, penalties and
interest.

Auditors have the same responsibility to
apply Michigan State Tax Law consistently,
considering valid and reliable information
throughout the process.

Uniformity Uniformity Uniformity Uniformity – the process 

(following procedures)

ConsistencyConsistencyConsistencyConsistency – the decision 

(getting it right)

EquityEquityEquityEquity – the implementation 

(applying the law)
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BestBestBestBest PracticesPracticesPracticesPractices are generally-accepted,
informally-standardized techniques, methods
or processes that have proven themselves
over time to accomplish given tasks.

In order to implement a successful PRE Audit
program, the auditor must be knowledgeable
of the Statutes regarding the program.

Active Duty Military
Bona Fide Purchaser
Board of Review Authority
Classification
Conditional Rescission
Contiguous/Adjoining Unoccupied Property
Occupancy
Ownership
Partial Exemptions
Qualified Agricultural Property
Stipulations
Tax – Interest and Penalties
Waiver of Interest
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Administering the PRE Audit program 
includes:

◦ Thorough understanding of the PRE program

◦ Competent and Trained Staff

◦ Filing System for Forms

All forms related to the PRE program are 
available on the Department of Treasury 
website.

www.michigan.gov/treasury     

Before starting a PRE audit there needs to be 
a plan.

What is your Goal?

How are your going to get there?
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It is necessary to have procedures that
provide clearly defined routine tasks that are
executed for each file. This is important for
even the most basic of tasks

An effective way to manage a PRE audit is to 
use available resources to narrow PREs down 
to a manageable number. 

PRE audits can be broken down in to phases.  
This allows the auditor to analyze a specific 
group of PREs.

Audit files should have enough information
collected to defend a denial at the MTT
before a denial Is sent to the property owner.

One of the most important PRE audit
procedures is collecting and processing
information before determining eligibility.
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Auditors must be aware of the vast resources 
available to find pertinent information. 

If you have collected enough information to 
deny a parcel then you should have enough 
information to defend the denial at an MTT 
appeal hearing.

“The weight of poor perceptions of
government, whether justified or not, is on
the shoulders of the average employee who
deals daily with the public and who is no
different from the average employee in any
other sector. That's what makes customer
service jobs in government so difficult.”

Robert Bacal, customerservicezone.com
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When it comes to public relations, use
everyone you can to your advantage,
elected officials, tax payers, the newspaper
etc…

Shila Kiander MAAOShila Kiander MAAOShila Kiander MAAOShila Kiander MAAO

Mecosta County Equalization Director

skiander@co.mecosta.mi.us

231.592.0108

Principal Residence Exemption UnitPrincipal Residence Exemption UnitPrincipal Residence Exemption UnitPrincipal Residence Exemption Unit

517.373.1950



 

PRE AUDIT 

For OPT IN Counties 
MACT Conference, February 10, 2014 

 

Shila Kiander MAAO 
 

 

 

 

 

 

 

  

 

 

 

 

 

Practical ideas of how to implement a successful PRE audit.  Highlighting basic information about the 

PRE program, while concentrating on how to plan and execute a PRE audit program. 
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PROPOSAL A - HISTORY 

For years, Michigan residents [had] wanted property tax relief along with more equal 

educational funding across the state’s local school districts. Michigan property taxes 

were above the national average. Funding inequities among school districts continued to 

grow plus an increasing number of millage elections were being defeated due to voter 

discontent with high property taxes. 

 

Frustration with these issues peaked in August 1993 when the Michigan Legislature 

repealed property taxes as the primary funding source for K-12 education. 

 

In response to the elimination of property taxes for school funding, Governor Engler 

proposed a new funding approach to be placed on the ballot for voter approval. On 

March 15, 1994, Michigan voters approved Proposal A, which revamped how schools 

would be funded and also provided educational reforms. Proposal A promised a 

minimum per pupil foundation allowance, more equity among local school districts, 

lower property taxes, and more school accountability. 

 

Before Proposal A, Michigan’s property tax burden was more than 33 percent above the 

national average with the sales tax 32 percent below the national average. Both are now 

near the national average. 

 

Proposal A dramatically decreased the amount of property taxes paid by Michigan 

residents and limited future increases. Starting in calendar year 1995, property taxes 

have been levied on taxable value instead of state equalized value. Taxable value 

increases are constitutionally limited to 5 percent or the rate of inflation, whichever is 

less. When a property is sold, the tax base reverts to state equalized value and annual 

taxable values are then capped once again. 

 

Proposal A significantly changed the administration process for assessments while 

preserving the traditional method of calculating assessed values. 

 

Proposal A separated property into homestead and non-homestead property for tax 

purposes. Homestead property is property that a taxpayer declares as his or her primary 

residence. Qualified agricultural property is taxed like homestead property. All other 

property such as business property, rental housing, or vacation homes are considered 

non-homestead property. Following school finance reform, non-homestead property is 
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assessed up to 18 additional mills for local K-12 school operating purposes, subject to 

voter approval.
1
 

 

On February 10, 1994, Volume 1 of the Homestead Property Tax Exemption Affidavit 

Questions and Answers was published.  This was the first of several guidelines that the 

Department of Treasury published to help the assessor implement the new legislation at 

the local level. 

 

Since the inception of Proposal A, the guidelines have been updated to reflect changes 

in legislation including PA 105 of 2003 that changed the name of the exemption from 

Homestead Exemption to Homeowner’s Principal Residence Exemption.   

 

Before PA 105 of 2003, an assessor could deny a new or existing Homestead exemption 

for the current year only and an owner could appeal the denial within 35 days to the 

Michigan Department of Treasury. Starting July 24, 2003, an assessor may deny a 

Homestead (Homeowner’s Principal Residence) Exemption for the current year and for 

the 3 immediately preceding calendar years. An owner may appeal a denial to the Small 

Claims Division of the Michigan Tax Tribunal, NOT the Department of Treasury, within 35 

days after the date of the notice of denial.
2
 

 

Although there have been legislation changes to Proposal A along with updated 

interpretations of how to implement the PRE program, it has ALWAYS been the local 

assessors responsibility to administer the Principal Residence Exemption program for 

property at the local level as required by state law. 

 

 

 

 

 

 

 

 

 

 

 

 

 

                                                           
1 SCHOOL FINANCE REFORM IN MICHIGAN PROPOSAL A: RETROSPECTIVE, Office of Revenue and Tax Analysis 

Michigan Department of Treasury, December 2002 
2
 STC Bulletin 9 of 2003 
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PRE AUDIT AUTHORITY 

Under the provisions of the General Property Tax Act, Public Act 206 of 1893, as 

amended, County Equalization Directors and County Treasurers are given the 

opportunity to audit and deny principal residence exemptions.  Counties can accept 

this audit responsibility by “opting in” to the program.  By “opting in”, counties elect to 

audit exemptions claimed in all local tax collecting units within that county as require by 

MCL 211.7cc.   

 

In order for a county to OPT IN and accept the responsibility to audit and deny principal 

residence exemptions, either the county Equalization Director or county Treasurer must 

complete form 4063 and file it with the Department of Treasury along with a copy of the 

concurrence by resolution of the County Board of Commissioners.   Section 10 of MCL 

211.7cc requires an election to audit exemptions be made every five years beginning in 

2009 with five annual audit periods.  If a county does NOT OPT IN, they do NOT have the 

authority to deny Principal Residence Exemptions.   

 

Weather a County “opts in” or not, local assessors have the same authority as 

Treasury to deny exemptions for the current year and three prior years. 
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Principal Residence Exemption that was NOT on 

the tax roll or has NOT previously been denied 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Assessor – can grant PRE for 

current year, affidavit filed on 

or before June 1st/November 1st 

of year exemption is being 

claimed 

July or December Board of 

Review – can grant PRE for 

current year and up to three 

prior years if own and occupy 

by June 1/November 1.   

Assessor – can choose to deny 

an affidavit filed for a PRE that 

was not on the tax roll (must be 

in writing to preserve right to 

appeal) Assessor (filed timely) 

or BOR (late filing) 

determines if Property 

owner qualifies for 

PRE 

Property Owner/Taxpayer 
Applies for PRE by filing an  

affidavit with the local unit 

 

Deny 

Approve 

Property owner can appeal PRE 

denial to the MTT (must appeal 

in writing within 35 days of 

written decision) 

July or December Board of 

Review – can choose to deny 

an affidavit filed for a PRE that 

was not on the tax roll (must be 

in writing to preserve right to 

appeal) 

Property owner can appeal PRE 

denial to the MTT (must appeal 

in writing within 35 days of 

written decision) 

Property owner can appeal PRE 

denial to the Department of 

Treasury (must appeal in 

writing within 35 days of 

written decision) 
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Existing Principal Residence Exemption  

Denial of EXISTING PRE 

 

 

 
 

 

 

 

 

 

 

 

 

 

 

 

 

  

 

 

 

 

 

 

 

 

 

 

* The local Board of Review may NOT deny an existing Principal Residence Exemption 

 

 

Existing PRE  

Local Unit Denial* 

(Assessor) 

County Denial 

(OPT IN 

Counties) 

State Denial 

(MI Dept of Treasury) 

Taxpayer can appeal denial within 35 days to MTT 
(Denials are defended by the jurisdiction that issued them) 

Taxpayer can appeal 

denial within 35 days to 

Office of Hearings  

(Dept of Treasury) 

 

Adverse Decision 



9 

 

CONFIDENTIALITY 

Within any audit file there will be information that is confidential.  It is important to 

have policies regarding how confidential information will be managed.  In order to 

receive income tax information from the Department of Treasury, the requesting party 

must have a signed exchange agreement.  The exchange agreement includes how 

records are accessed and stored.  

 

The state has clear rules regarding collecting and using confidential information. 
 

Administrative Rule 205.28 

Confidential information includes: 

“…information or parameters that would enable a person to ascertain the 

audit selection or processing criteria of the department…” 
  

“…facts or information obtained in connection with the administration of a 

tax…” 
  

Persons covered by 205.28(1)(f): 

  Employees 

  Authorized Representatives of the Department 

  Former Employees 

  Former Authorized Representative of the Department 

  Anyone Connected with the Department 
 

Penalties for Violation 205.28(1)(f): 

“…felony, punishable by a fine of not more than $5,000 or imprisonment 

for not more than 5 years…or both.” 
 

“…the person shall be dismissed from office or discharged from 

employment upon conviction.” 
 

Anti-Browsing Rule: R205.1003 

You shall not look at information not related to your duties “Browsing” has 

been prohibited by administrative rule even before the recent statutory 

amendment. 
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POWER and RESPONSIBILITY 

As auditors of the Principal Residence Exemption program, we have been entrusted with 

great power.  Power to impose back taxes, as well as penalties and interest.  That power 

involves great responsibility.  As PRE auditors, our responsibility is consistency in 

implementing property state tax law. 
 

Power 

MCL 211.7cc describes the power the PRE auditor has regarding taxes, penalties and 

interest.  Wikipedia defines Audit as “an evaluation of a person, organization, system, 

process, enterprise, project or product”.  If we translate this definition for the PRE Audit 

it could sound like this; an evaluation of the PRE process/program.   

 

Wikipedia goes on to say, “Audits are preformed to ascertain the validity and reliability 

of information; also to provide an assessment of a system's internal control. The goal of 

an audit is to express an opinion on the person/organization/system (etc.) in question, 

under evaluation based on work done on a test basis.” 

 

During a PRE audit, the auditor collects and reviews the documentation and expresses 

and opinion regarding the validity of the exemption.  The audit is a pass/fail analysis; 

either the property owner can supply accurate and reliable documentation to prove 

they are eligible to receive the exemption, or they can’t.   

 

Regarding internal control; for PRE audit purposes, as auditors we only have the power 

to suggest.  During the course of an audit, auditors may find inconsistencies at the local 

level as far as documentation and implementation of the PRE program.  This can range 

from non-existent affidavits to inaccurate data entry in the assessing software.  It is 

important to have policies regarding how this information will be communicated back to 

the local assessor.   

 

Responsibility 

In the State of Michigan, our entire property tax system is based on uniformity, 

consistency and equity.  Assessors are required to adhere to the Uniform Standards of 

Professional Appraisal Practice also known as USPAP.  The Ethics Rule in USPAP states, 

“To promote and preserve the public trust inherent in professional appraisal practice, an 

appraiser must observe the highest standards of professional ethics.”  The comment 

about this rule states that “This Rule specifies the personal obligations and 

responsibilities of the individual appraiser.  However, it should also be noted that groups 

and organizations engaged in appraisal practice share the same ethical obligations.”  
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Auditors of the PRE program are obligated to follow the same Ethics Rule as assessors.  

Impartiality and objectivity of auditors are basic prerequisites for an effective and 

consistent audit
3
.  The same uniformity, consistency and equity that is mandated by 

the Michigan State Constitution applies to all facets of assessment administration, 

including the implementation and auditing of the PRE program.    

 

Basically, the great responsibility that PRE auditors have is to apply Michigan State Tax 

Law consistently, considering valid and reliable information throughout the process.   In 

the business and management world, the process is called best practices.   

 

Best Practices are generally-accepted, informally-standardized techniques, methods or 

processes that have proven themselves over time to accomplish given tasks. Often 

based upon common sense, these practices are commonly used where no specific 

formal methodology is in place or the existing methodology does not sufficiently 

address the issue. The idea is that with proper processes, checks and testing, a desired 

outcome can be delivered more effectively with fewer problems and unforeseen 

complications. In addition, a "best" practice can evolve to become better as 

improvements are discovered. 

 

Best practices should be used when establishing policies and procedures for any PRE 

audit.   

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

                                                           
3
 International Register of Certified Auditors, www.irca.org 
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PRINCIPAL RESIDENCE EXEMPTION PROGRAM 

This class material was NOT created as advice or counsel for the local assessor or PRE 

auditor in determining PRE eligibility.  The Department of Treasury has resources 

available to assist assessors and auditors in approving or denying exemptions. 

 

This class material was created by the Mecosta County Equalization Department after 

becoming an OPT IN county for PRE audits.  It was designed to be used as a tool to help 

other auditors in creating and implementing best practices when establishing policies 

and procedures for PRE audits. 

 

There is no written manual or handbook for PRE auditors to use as a guide of how to 

begin and execute a PRE audit.   

  

In order to implement the PRE program or a PRE audit, one must be knowledgeable of 

the Statutes regarding that program.  Michigan’s assessment administration education 

system requires continuing education.  However, there is no mandate requiring 

education or training in the PRE program.  Therefore, it is the assessor or PRE auditor’s 

responsibility to educate themselves regarding the PRE program through either 

extensive self study or classes sponsored by the MAA, STC or Department of Treasury.   

 

• MCL 211.7cc Homestead exemption from tax levied by local school district for 

school operating purposes; procedures; definitions. 

• MCL 211.7dd Definitions 

• MCL 211.120 Claim for exemption; prohibited conduct; violations; penalties; 

enforcement; applicability of penalty provisions.  

• MCL 168.11 Residence: defined. 

• Income Tax Rule 206.5 

 

The Department of Treasury has produced guidelines for the Michigan PRE program.  

These guidelines are to be used when determining the eligibility of a parcel.  In the 

Guidelines there are many different scenarios that give clear answers as to if a parcel 

qualifies for the PRE program. 

 

Many people who help administer the PRE program are not required to be certified and 

therefore have no formal training in assessment administration.  Clerical staff assisting 

the assessor at the local level, county treasurer staff and equalization staff who 

administer the PRE program and audit need to be educated in order to perform their 

duties accurately. 
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Understanding the PRE program is a vital part in a successful audit at both the local 

level and county level.  It is the responsibility of assessors to seek education and 

training in order to properly administer the PRE program.  It is the responsibility of 

PRE auditors to seek education and training in order to properly audit Principal 

Resident Exemptions. 
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PRE PROGRAM BASICS 

Auditors must have a grasp on the common yet complicated terms and phrases that are 

used in the PRE program.   

  

ACTIVE DUTY MILITARY  

An Active Duty Military Exemption enables a person with an established Principal 

Residence Exemption to retain that PRE while on active duty in the United States armed 

forces if the principal residence is rented or leased.   Property that currently qualifies as 

a principal residence continues to qualify for three years after any portion of the 

dwelling or unit included in, or constituting the principal residence, is rented or leased 

to another person and is used as a residence. (MCL211.7dd(c)(iii)) 

   

BONA FIDE PURCHASER  

A bona fide purchaser is someone who purchases a property in good faith for a valuable 

consideration.  If a denial is issued after a BONA FIDE sale it is handled differently than a 

regular denial.  The main difference is the seller is denied by the auditor and is billed by 

the Department of Treasury.  The Assessor or Auditor who issues the denial must submit 

a completed form 4816 to the Department of Treasury with the required 

documentation. (MCL211.7cc(6)) 

 

BONA FIDE sales are not; quit claim deeds without valuable consideration, property 

transferred through an inheritance or foreclosure. 

   

BOARD OF REVIEW AUTHORITY  

The March Board of Review has no authority to consider or act upon protests or appeals 

of Homeowner’s Principal Residence Exemptions. If the assessor denies a homeowner’s 

principal residence exemption, the owner may appeal to the Michigan Tax Tribunal 

within 35 days after the notice of denial, NOT to the March Board of Review.  

 

The July and December Boards of Review do have authority to grant a principal 

residence exemption for the current year (If own and occupy by May 1) and up to three 

prior years. Appeals from these decisions are also made within 35 days to the Michigan 

Tax Tribunal. (STC Boards of Review Q&A) 
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CLASSIFICATION 

To qualify for a PRE, a home can be any classification as long as the taxpayer owns and 

occupies it as their principal residence. (Treasury PRE Guidelines) 

 

If a property owner’s principal residence is located on property classified as commercial, 

they may claim a partial exemption on the portion that is owned and occupied as their 

principal residence. (Treasury PRE Guidelines) 

 

Principal residence also includes all of an owner's unoccupied property classified as 

residential that is adjoining or contiguous to the dwelling subject to ad valorem taxes 

and that is owned and occupied by the owner. (MCL211.7dd) 

 

Vacant property classified as commercial does NOT qualify for a PRE. (Treasury PRE 

Guidelines) 

 

CONDITIONAL RESCISSION 

A conditional rescission allows an owner to receive a PRE on his or her current property 

and on previously exempted property simultaneously if the previous principal residence 

(all must apply) 1) is not occupied, 2) is for sale, 3) is not leased, and 4) is not used for 

any business or commercial purpose.  In addition, the property owner must claim a new 

principal residence exemption in Michigan.  

 

To receive a conditional rescission, a property owner must file form 4640 by May 1
st

 of 

the first year the exemption is claimed.  The property owner would have to submit 

another form 4640 by December 31
st

 of the 1
st

 year that the exemption was claimed to 

receive the conditional rescission for the 2
nd

 year and then again by December 31
st

 of 

the 2
nd

 year to receive the conditional rescission for the 3
rd

 year. 

 

If the deadlines for filing forms for the conditional rescission are missed the Board of 

Review has no authority to hear an appeal or grant a PRE. (Conditional Rescission of PRE 

FAQ) 

 

CONTIGUOUS/ADJOINING UNOCCUPIED PROPERTY 

The adjoining parcel is eligible only if it is vacant or has a garage or other structures that 

are part of your home. An adjoining parcel is not considered to be vacant if there is a 

dwelling on the lot. The dwelling need not be occupied. (Treasury PRE Guidelines) 

 

If a structure/building is being assessed as a dwelling then it is a dwelling for PRE 

purposes. (Treasury PRE Guidelines) 
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OCCUPANCY 

When a property is one’s principal residence, there should be significant evidence 

available for that person to use in demonstrating that the property in question is in fact 

that person’s principal residence.   

 

The property owner must prove, by a preponderance of the evidence, that they are 

entitled to an exemption. 

 

Treasury will accept various documents that, taken together, establish that the person 

or persons filing the claim occupy the property as a principal residence. Examples 

include driver’s license, voter registration card, cancelled checks listing the property 

address, statements such as medical, bank or charge accounts, income tax records 

indicating the mailing address and insurance policies. No one of these factors taken 

alone is controlling over any other factor. Documentation needs to verify occupancy [on 

or before June 1/November 1 of each year]. (Treasury PRE Guidelines) 

 

OWNERSHIP 

Acceptable verification of ownership may include warranty deeds; quit claim deeds; 

land contracts; life estates; life leases (holder of the life lease must have been the prior 

owner); beneficiary of a will or trust; or a grantor who has placed the property in a 

revocable trust or a qualified personal residence trust. All documents verifying 

ownership must either be notarized (at the time of transfer) and/or recorded.  

Documents that are NOT notarized require further scrutiny.   (Treasury PRE Guidelines) 

 

PARTIAL EXEMPTIONS 

Under MCL 211.7dd, apportionment [of a PRE] is applicable only to dwellings that are 

owned and occupied by an individual as their principal residence when 50% or more of 

the total square footage of that dwelling is rented or leased to another person, or when 

a single parcel contains multiple dwellings.  It is not applicable to adjoining or 

contiguous parcels. (POJ MTT Docket No. 0382966) 
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QUALIFIED AGRICULTURAL PROPERTY 

Qualified Agricultural Property is exempt from up to 18 mills of school operating tax and 

is defined as property that meets either of the following requirements: a) classification 

of a parcel as agricultural by the local assessor on the assessment roll; or b) devotion of 

more than 50 percent of the acreage of the parcel to agricultural use as defined by law 

  

Property classified as agricultural is automatically exempt and the property owner is not 

required to file a claim/affidavit to receive the exemption.  The Qualified Agricultural 

program is administered by the local assessor.  Neither the Department of Treasury nor 

a county PRE auditor has the authority to deny or audit qualified agricultural property.  

Qualified Agricultural property breaks the contiguity property.   

 

The State Tax Commission (STC) has directed that property which is receiving the 

homeowner’s principal residence exemption cannot also be qualified agricultural 

property. In the opinion of the STC, the homeowner’s principal residence exemption 

takes priority over the qualified agricultural property exemption. (STC Property 

Classification Guidelines) 

 

STIPULATIONS 

If relevant documentation is discovered, that had it been received before the denial was 

issued, proves eligibility for a PRE, a stipulation is warranted.  The taxpayer must appeal 

to the MTT within the 35 day deadline for a stipulation agreement to be considered.  

Stipulations may be submitted to the Tribunal at any time during the appeal process. 

 

TAX – INTEREST AND PENALTIES 

When a Principal Residence Exemption (PRE) denial notice is issued by the county, local 

unit assessor or the Department of Treasury, the assessor shall remove the exemption 

for the denied tax years and the tax collecting unit (county or local unit) in possession of 

the tax roll shall issue a corrected tax bill (except when there has been a bona fide 

purchaser) for any additional taxes, plus interest at the rate of 1.25% per month or 

fraction of a month and penalties computed from the date the taxes were last payable 

without interest or penalty. Interest must be charged for the use of the money but 

should not be considered punitive.  The treasure shall bill within 30 days of the date of 

the denial.  Interest on any tax in a corrected or supplemental tax bill shall again being 

to accrue 60 days after the date the corrected or supplemental tax bill is issued. 

(MCL.211.7cc) 

 

 

 

 



18 

 

WAIVER OF INTEREST 

Interest resulting from a denied PRE cannot be waived by county officials, local unit 

officials, Boards of Review or the Michigan Tax Tribunal. However, MCL 211.7cc(8) 

gives the Department the exclusive authority to consider waiving the interest under 

certain circumstances. The Department may waive interest for the current tax year and 

the immediately preceding 3 tax years if the PRE was on the property because of an 

assessor's classification error, an assessor's failure to rescind the exemption after the 

owner requested in writing that the exemption be rescinded and other assessor's error. 
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ADMINISTERING THE PRE AUDIT PROGRAM  

Administering the PRE audit program includes; 1) a thorough understanding of the PRE 

program, 2) competent and trained staff, 3) a filing system for forms, and 4) 

comprehensive knowledge of assessing software. 

 

Thorough Understanding of the PRE Program 

Administering a successful PRE program requires auditors to interpret and apply state 

tax law by following the guidelines produced by the Department of Treasury.  A 

thorough understanding of the program includes knowledge of all applicable statutes.  

Anyone who in anyway helps in administering the PRE program needs to grasp the 

entire program from what is required on a PRE affidavit to how a PRE affects a tax bill.  

PRE auditors who keep themselves abreast of changes and new legislation to Property 

Tax Law as it relates to the PRE program have the best chance of administering a 

successful PRE audit. 

 

Competent and Trained Staff  

Most all county departments/offices have clerical staff who help in the day to day 

operations of the office.  Staff that is involved at any stage of the PRE audit process 

should be able to answer questions and provide guidance to tax payers about the PRE 

program.  Supplying incorrect information to taxpayers is a mistake that PRE auditors 

cannot afford to make.   

 

Filing System for Forms 

Each department/office that opts in to perform a PRE audit has the freedom to create or 

establish a filing system for forms and affidavits that are required and needed for the 

audit.  All documents can be scanned and saved digitally or filed as a hard copy in a 

binder or in individual record folders.  One of the most important components to a PRE 

audit filing system is the ability to produce a document promptly and with confidence. 

 

In order to administer a successful PRE audit program, auditors need to be educated 

about the PRE program and the state statutes that apply; trained to answer questions 

and provide guidance to tax payers and have the ability to produce a filed document 

promptly and with confidence.  
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PRE FORMS 

Familiarity with PRE related forms is essential in administering the PRE program.  The 

following is a list of PRE related forms.   

  
2368  Principal Residence Exemption Affidavit 

2602 Request to Rescind Principal Residence Exemption 

2742  Notice of Denial of Principal Residence Exemption (Local (City/Township)) 

2753 Batch Cover Sheet for Principal Residence Exemption Forms 

2856 Guidelines for the Michigan Principal Residence Exemption 

4075 Notice of Denial of Principal Residence Exemption (County) 

4142 Principal Residence Denial Interest Summary 

4169 Request for Michigan Principal Residence Information 

4640  Conditional Rescission of Principal Residence Exemption (PRE) 

4660 Principal Residence Exemption Active Military Affidavit 

4813 Assessor's Affidavit to Waive Principal Residence Exemption (PRE) Denial Interest 

4816 Request to Bill Seller Following a Principal Residence Exemption (PRE) Denial 

4983 Foreclosure Entity Conditional Rescission of a PRE 

5005 Foreclosure Entity Payment Form (PRE) 

5101 Request for Principal Residence Exemption – Qualified Error 

 

These forms are available on the Michigan Department of Treasury Website. 

 

 

 

 

 

 

 

 

 

 

 

 

 

On the Department of Treasury’s website, they have the audit forms that they use; PRE 

Audit Letter, PRE Audit Questionnaire and FAQ regarding PRE Denials by the 

Department of Treasury.   

 

You can use Treasury forms to create your own forms for a PRE audit, but make sure 

and use your own letterhead and contact information.   

 

To find PRE information on the Michigan Department of Treasury Website 
 

Go to www.michigan.gov/treasury 
 

on the navigation tree click on  Taxes , 
 

then  Property Tax , then  Principal Residence Exemption . 
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BEFORE YOU BEGIN AN AUDIT  

Before starting a PRE audit, the Treasurer or Director should at the very least create a 

plan. The plan could be as simple as answering these two questions; 1) what is your 

goal? 2) How are you going to achieve it?   

 

What is your goal? 

Audit all of the PRE’s in each local unit, making sure that the PRE program is executed 

fairly, accurately and according to State Tax Law. 

 

• Other County PRE Audit Goals (answers the question “during the audit we want 

to…”) 

o Communicate with the local assessor during the audit 

o Handle customer service/public relations in a non-biased manner 

o Treat all taxpayers fairly 

o Be consistent with PRE decisions 

o Take opportunities to educated the general public on state tax law 

 

How are you going to achieve your goal? 

Any PRE audit plan should include basic procedures and best practices.  As PRE audits 

are performed, procedures should evolve and become better as improvements are 

discovered. 

 

Procedures should be specific enough to allow for all data that needs to be collected 

and how that data will be processed. 

 

It is important to set up these procedures early and make sure they are followed for 

consistently. 

 

• Educate and train staff in PRE program (even certified assessors need training) 

o MAA classes 

o Department of Treasury  class  

o MTT Appeal class 

o Software class 

• Create policies & procedures using best practices 

• Visit a township/county who has an audit program and learn from their 

experiences (good and bad) 
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AUDIT PROCEDURES 

There are many factors to be considered when procedures are being created for a PRE 

audit.  It is necessary to have procedures that provide clearly defined routine tasks that 

are executed for each file. This is important for even the most basic of tasks.   

• How will taxpayers be notified that their PRE is being audited? 

• How will information be received and processed? 

• Who makes the final decision? 

 

Notifying the taxpayer that their PRE is being audited 

When an audit is opened for a parcel, contacting the property owner is the first thing 

that needs to be done.  Sending out an informational letter with a questionnaire is the 

process used by the Department of Treasury and many OPT IN counties.   A copy of the 

letter used by the state can be found on the Department of Treasury website (see page 

32).    

 

Receiving and processing information 

During the course of a PRE audit, information and documentation is being sent and 

received.  For example; date stamp EVERYTHING that is received, completely fill out the 

PRE audit form in the file, have a system for all returned mail and where it was resent, 

etc…  This is important because auditors need to be able to support the decision that 

was made with documentation.  Even after an audit file is closed, questions are asked 

from property owners, assessors and treasurers.  All of the documentation can be used 

for support in an MTT appeal. 

 

Making Final Decisions 

In any PRE audit, someone has to make a decision on whether or not the property 

receiving a PRE meets the requirements under law to receive the PRE.  When a property 

is one’s principal residence, there should be significant evidence available for that 

person to use in demonstrating that the property in question is in fact that person’s 

principal residence.  Auditors are required to use all relevant facts to make a 

determination of eligibility for a PRE.  Decisions are based on facts not feelings. 

 

Following the procedures must be a priority for all those involved in the PRE audit.  

This provides consistency and confidence to auditors and property owners. 

 

The person(s) making final decisions regarding a parcel’s PRE eligibility must have a 

complete understanding of property tax law as it relates to the PRE program. 
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AUDIT PHASES 

An effective way to manage a PRE audit is to use available resources to narrow PREs 

down to a manageable number.  Even though it is necessary to audit every PRE, it would 

be not effective to send a questionnaire to every parcel receiving a PRE in any given 

unit.   

 

One way to manage the PRE audit is to break down the audit into phases.  Each phase 

analyzes a specific group of PREs.  The group in each phase is audited completely before 

the next phase is started, which allows a sense of closure as the next phase begins. 

 

Possible Audit Phases 

• Compare property addresses and mailing addresses 

• Parcels with multiple dwellings 

• Vacant property 

• Ownership of multiple parcels 

• Classification of property – if it is vacant it must be classed residential to Qualify 

for PRE 

• Property owned by DBAs, LLCs and Corporations 

• Rental property database 

• Buildings on Leased Land 

 

Pass/Fail 

If it is not effective to send a questionnaire to every parcel receiving a PRE, how do you 

decide who to send a questionnaire to?   

 

During each phase in a PRE audit, parcels are chosen that DO NOT meet specific criteria.  

For example, if the phase is to find parcels with different property and mailing 

addresses, then parcels with the same property and mailing address pass that phase of 

the audit.  However parcels with different property and mailing addresses require 

further scrutiny.  A file should be opened on any parcel that fails any phase of the audit. 
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AUDIT FILES 

When it comes to PRE audit files, more is better, but sometimes more is not possible. 

 

In the best case scenario, an audit file should have enough information collected to 

defend a denial at the MTT before a denial is sent to the property owner.  Therefore, 

one of the most important PRE audit procedures is collecting and processing 

information before determining eligibility. 

 

Audit files are open for every parcel that does not pass an audit phase.  Each audit file is 

unique.  The following is a list of documents that could be found in audit files. 

 

• Cover sheet (track information within the file) 

• Documentation of why and when audit was opened 

• Voter registration  

• Public record documentation of last known mailing address 

• Deed of record (ownership, address, legal description, life lease, life estate) 

• Driver license (front and back) 

• Audit questionnaire completed by the property owner 

• Property owner’s personal documents (bills, statements, policies, canceled 

checks, etc…) 

• PRE affidavit 

• Department of Treasury information from Disclosure Unit (address verification, 

income tax records, filing status, residency) 

• Map (contiguity) 

• Death certificate (deceased persons are not eligible to receive a PRE) 

• Obituary 

• Income tax returns (filing status, address verification) 

• Divorce record 

• Marriage record 

• Correspondence with tax payer 

• Correspondence with assessor 

• Notes from phone calls/visit to office 

• Public record from other jurisdictions 

• Property record card (2 homes/assessed as dwelling) 

• Information from online searches  

• Pictures of property/dwellings  

• Proof of certified mail receipt 

• Certificate of occupancy 
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“Michigan law defines principal residence as the one place where a person has his or her 

true, fixed, and permanent home to which, whenever absent he or she intends to return 

and that shall continue as a principal residence until another principal residence is 

established. In order to verify a person’s claim that a particular property is a principal 

residence, Treasury will accept various documents that, taken together, establish that 

the person or persons filing the claim occupy the property as a principal residence. 

Examples include driver license, voter registration card, cancelled checks listing the 

property address, statements such as medical, bank or charge accounts, income tax 

records indicating the mailing address and insurance policies. No one of these factors 

taken alone is controlling over any other factor. Documentation needs to verify 

occupancy on or before June 1/November 1 of each year.”
4
 

 

What if the property owner does not respond to a questionnaire? 

Questionnaires are sent out to notify the property owner that the PRE on their property 

is being audited and as a request for information.   

 

It should not surprise the auditor that property owners do not respond to a PRE 

questionnaire.  For that reason, the auditor needs to become a sleuth.  Some audits will 

require in depth investigations.  Auditors should use any and all means legally available 

to them to uncover as much information as possible to make a decision on the eligibility 

of a PRE.   

 

The Smell Test 

Have you ever heard the saying, “It doesn’t pass the smell test”?  This saying refers to an 

informal method for determining whether something is authentic, credible, or ethical, 

by using one’s common sense or sense of propriety
5
.   

 

During a PRE audit there are parcels that simply “don’t pass the smell test”.  You might 

not be able to put your finger on it right away but if there is anything that causes you to 

pause, send a questionnaire.   

 

 

 

 

 

 

 

 

                                                           
4
 Department of Treasury, Guidelines for the Michigan Principal Residence Exemption Program 

5
 www.wiktionary.org 
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AUDIT RESOURCES 

Because of the amount of information needed to determine PRE eligibility, auditors 

must be aware of the vast resources available to find pertinent information.  The 

following is a list of possible resources an auditor can use to verify information received 

from tax payers and/or find other relevant information. 

 

• Department of Treasury website (forms, guidelines, any and all tools to help 

perform a PRE audit) 

• Department of Treasury PRE database (must request user ID before accessing) 

• Department of Treasury Principal Residence Information – income tax 

information (must have an exchange agreement between the Michigan 

Department of Treasury and auditing unit) 

• Township/County Voter’s Registration Records 

• Local Assessors (from Michigan and other states) 

• County Equalization Departments 

• County Register of Deeds 

• County Clerk’s Office 

• County Treasurer’s Office 

• Building Department 

• Death Records 

• Divorce Records 

• Post Offices  

• Free online people search (example: www.whitepages.com) 

• Subscription online people search  

• Website listing voter’s registration verification by state 

http://www.longdistancevoter.org/verify_voter_registration 

• Title company 

• 411.com 
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MTT APPEALS 

An owner that receives a PRE denial notice from a local assessor or the OPT IN County 

may appeal in writing to the Michigan Tax Tribunal within 35 days of the date on the 

denial notice.  Therefore, one of the most important PRE audit procedure is collecting 

and processing information.  If you have collected enough information to deny a parcel 

then you should have enough information to defend the denial at an MTT appeal 

hearing. 

 

In some instances, property owners don’t respond until they see a denial and a 

subsequent tax bill with interest.  If relevant documentation is discovered, that had it 

been received before the denial was issued, proves eligibility for a PRE, a stipulation is 

warranted.  

 

Every MTT appeal will be unique and therefore require different responses.  The 

following are some tips when defending a PRE denial at the MTT: 

 

• Always respond in a timely matter to the MTT and provide all attachments 

required 

• Keep records of all correspondence 

• Use statutes to support the decision to deny 

• Don’t make it personal 
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CUSTOMER SERVICE 

During the course of a PRE audit, face to face communication is inevitable.  Some 

taxpayers will be cordial and helpful, while others will be angry and abusive.   

 

Handling taxpayers is an art not a science.  Because of the extreme emotions that are 

sometimes displayed by property owners, it is important to have a procedure in place in 

case a situation gets out of control.   

 

The IAAO (International Association of Assessing Officers) has a Standard on Public 

Relations that was designed to make assessing officers aware of the benefit of good 

public relations and to promote effective communications between the assessment 

office and the public.  Both assessors and PRE auditors would benefit from adopting this 

standard as part of their best practices. (www.iaao.org) 

 

The following is an excerpt from an article “Toughest Customer Service Jobs? 

Government. Here’s Why”.
 6

 

 

The weight of poor perceptions of government, whether justified or not, is on the 

shoulders of the average employee who deals daily with the public and who is no 

different from the average employee in any other sector.  That's what makes 

customer service jobs in government so difficult. 

 

• Remember that average citizens don't have the information they need about WHY 

you have to do what you do. Make it a priority to explain, in simple language, the 

reasons for the policies and procedures you must enforce. 

• Remember that many citizens are fearful of dealing with government. It's a 

reality, and requires you to be a personal and effective helper, even in situations 

where you are applying regulations. You may not be able to change the 

regulations, but you can help citizens navigate a system that is overwhelming to 

many. 

• Keep in mind that while it's not "fair" for citizens to take out their anger on you, 

it's still a reality you cannot change. Often angry people are crying out to be 

helped. Doing so will make your job more satisfying. 

• Don't engage in direct argument with citizens about the "ills of government". 

Listen and empathize instead. You will never change their opinions through 

argument. 

• Take the time to learn defusing skills so you can deal with frustrated citizens 

professionally. 

                                                           
6
 expert.customerservicezone.com 



THE GENERAL PROPERTY TAX ACT (EXCERPT)
Act 206 of 1893

211.7cc Principal residence; exemption from tax levied by local school district for school
operating purposes; procedures; definitions.
Sec. 7cc. (1) A principal residence is exempt from the tax levied by a local school district for school

operating purposes to the extent provided under section 1211 of the revised school code, 1976 PA 451, MCL
380.1211, if an owner of that principal residence claims an exemption as provided in this section.
Notwithstanding the tax day provided in section 2, the status of property as a principal residence shall be
determined on the date an affidavit claiming an exemption is filed under subsection (2).

(2) Except as otherwise provided in subsection (5), an owner of property may claim 1 exemption under this
section by filing an affidavit on or before May 1 for taxes levied before January 1, 2012 or, for taxes levied
after December 31, 2011, on or before June 1 for the immediately succeeding summer tax levy and all
subsequent tax levies or on or before November 1 for the immediately succeeding winter tax levy and all
subsequent tax levies with the local tax collecting unit in which the property is located. The affidavit shall
state that the property is owned and occupied as a principal residence by that owner of the property on the
date that the affidavit is signed. The affidavit shall be on a form prescribed by the department of treasury. One
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 forwarded to the department of
treasury pursuant to subsection (4), together with all information submitted under subsection (28) for a
cooperative housing corporation. The affidavit shall require the owner claiming the exemption to indicate if
that owner or that owner's spouse has claimed another exemption on property in this state that is not rescinded
or a substantially similar exemption, deduction, or credit on property in another state that is not rescinded. If
the affidavit requires an owner to include a social security number, that owner's number is subject to the
disclosure restrictions in 1941 PA 122, MCL 205.1 to 205.31. If an owner of property filed an affidavit for an
exemption under this section before January 1, 2004, that affidavit shall be considered the affidavit required
under this subsection for a principal residence exemption and that exemption shall remain in effect until
rescinded as provided in this section.

(3) Except as otherwise provided in subsection (5), a husband and wife who are required to file or who do
file a joint Michigan income tax return are entitled to not more than 1 exemption under this section. For taxes
levied after December 31, 2002, a person is not entitled to an exemption under this section if any of the
following conditions occur:

(a) That person has claimed a substantially similar exemption, deduction, or credit on property in another
state that is not rescinded.

(b) Subject to subdivision (a), that person or his or her spouse owns property in a state other than this state
for which that person or his or her spouse claims an exemption, deduction, or credit substantially similar to
the exemption provided under this section, unless that person and his or her spouse file separate income tax
returns.

(c) That person has filed a nonresident Michigan income tax return, except active duty military personnel
stationed in this state with his or her principal residence in this state.

(d) That person has filed an income tax return in a state other than this state as a resident, except active
duty military personnel stationed in this state with his or her principal residence in this state.

(e) That person has previously rescinded an exemption under this section for the same property for which
an exemption is now claimed and there has not been a transfer of ownership of that property after the previous
exemption was rescinded, if either of the following conditions is satisfied:

(i) That person has claimed an exemption under this section for any other property for that tax year.
(ii) That person has rescinded an exemption under this section on other property, which exemption remains

in effect for that tax year, and there has not been a transfer of ownership of that property.
(4) Upon receipt of an affidavit filed under subsection (2) and unless the claim is denied under this section,

the assessor shall exempt the property from the collection of the tax levied by a local school district for school
operating purposes to the extent provided under section 1211 of the revised school code, 1976 PA 451, MCL
380.1211, as provided in subsection (1) until December 31 of the year in which the property is transferred or,
except as otherwise provided in subsection (5), is no longer a principal residence as defined in section 7dd.
The local tax collecting unit shall forward copies of affidavits to the department of treasury according to a
schedule prescribed by the department of treasury.

(5) Except as otherwise provided in this subsection, not more than 90 days after exempted property is no
longer used as a principal residence by the owner claiming an exemption, that owner shall rescind the claim of
exemption by filing with the local tax collecting unit a rescission form prescribed by the department of
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treasury. If an owner is eligible for and claims an exemption for that owner's current principal residence, that
owner may retain an exemption for not more than 3 tax years on property previously exempt as his or her
principal residence if that property is not occupied, is for sale, is not leased, and is not used for any business
or commercial purpose by filing a conditional rescission form prescribed by the department of treasury with
the local tax collecting unit within the time period prescribed in subsection (2). Beginning in the 2012 tax
year, subject to the payment requirement set forth in this subsection, if a land contract vendor, bank, credit
union, or other lending institution owns property as a result of a foreclosure or forfeiture of a recorded
instrument under chapter 31, 32, or 57 of the revised judicature act of 1961, 1961 PA 236, MCL 600.3101 to
600.3285 and MCL 600.5701 to 600.5759, or through deed or conveyance in lieu of a foreclosure or forfeiture
on that property and that property had been exempt under this section immediately preceding the foreclosure,
that land contract vendor, bank, credit union, or other lending institution may retain an exemption on that
property at the same percentage of exemption that the property previously had under this section if that
property is not occupied other than by the person who claimed the exemption under this section immediately
preceding the foreclosure or forfeiture, is for sale, is not leased to any person other than the person who
claimed the exemption under this section immediately preceding the foreclosure, and is not used for any
business or commercial purpose. A land contract vendor, bank, credit union, or other lending institution may
claim an exemption under this subsection by filing a conditional rescission form prescribed by the department
of treasury with the local tax collecting unit within the time period prescribed in subsection (2). Property is
eligible for a conditional rescission if that property is available for lease and all other conditions under this
subsection are met. A copy of a conditional rescission form shall be forwarded to the department of treasury
according to a schedule prescribed by the department of treasury. An owner or a land contract vendor, bank,
credit union, or other lending institution that files a conditional rescission form shall annually verify to the
assessor of the local tax collecting unit on or before December 31 that the property for which the principal
residence exemption is retained is not occupied other than by the person who claimed the exemption under
this section immediately preceding the foreclosure or forfeiture, is for sale, is not leased except as otherwise
provided in this section, and is not used for any business or commercial purpose. The land contract vendor,
bank, credit union, or other lending institution may retain the exemption authorized under this section for not
more than 3 tax years. If an owner or a land contract vendor, bank, credit union, or other lending institution
does not annually verify by December 31 that the property for which the principal residence exemption is
retained is not occupied other than by the person who claimed the exemption under this section immediately
preceding the foreclosure or forfeiture, is for sale, is not leased except as otherwise provided in this section,
and is not used for any business or commercial purpose, the assessor of the local tax collecting unit shall deny
the principal residence exemption on that property. Except as otherwise provided in this section, if property
subject to a conditional rescission is leased, the local tax collecting unit shall deny that conditional rescission
and that denial is retroactive and is effective on December 31 of the year immediately preceding the year in
which the property subject to the conditional rescission is leased. 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 beginning after the
90 days have elapsed, up to a maximum of $200.00. This penalty shall be collected under 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 IX of
the state constitution of 1963. This penalty may be waived by the department of treasury. If a land contract
vendor, bank, credit union, or other lending institution retains an exemption on property under this subsection,
that land contract vendor, bank, credit union, or other lending institution shall pay an amount equal to the
additional amount that land contract vendor, bank, credit union, or other lending institution would have paid
under section 1211 of the revised school code, 1976 PA 451, MCL 380.1211, if an exemption had not been
retained on that property, together with an administration fee equal to the property tax administration fee
imposed under section 44. The payment required under this subsection shall be collected by the local tax
collecting unit at the same time and in the same manner as taxes collected under this act. The administration
fee shall be retained by the local tax collecting unit. The amount collected that the land contract vendor, bank,
credit union, or other lending institution would have paid under section 1211 of the revised school code, 1976
PA 451, MCL 380.1211, if an exemption had not been retained on that property is an amount that is not
captured by any authority as tax increment revenues and shall be distributed to the department of treasury
monthly for deposit into the state school aid fund established in section 11 of article IX of the state
constitution of 1963. If a land contract vendor, bank, credit union, or other lending institution transfers
ownership of property for which an exemption is retained under this subsection, that land contract vendor,
bank, credit union, or other lending institution shall rescind the exemption as provided in this section and shall
notify the treasurer of the local tax collecting unit of that transfer of ownership. If a land contract vendor,
bank, credit union, or other lending institution fails to make the payment required under this subsection for
any property within the period for which property taxes are due and payable without penalty, the local tax
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collecting unit shall deny that conditional rescission and that denial is retroactive and is effective on
December 31 of the immediately preceding year. If the local tax collecting unit denies a conditional
rescission, the local tax collecting unit shall remove the exemption of the property and the amount due from
the land contract vendor, bank, credit union, or other lending institution shall be a tax so that the additional
taxes, penalties, and interest shall be collected as provided for in this section. If payment of the tax under this
subsection is not made by the March 1 following the levy of the tax, the tax shall be turned over to the county
treasurer and collected in the same manner as delinquent taxes under this act. A person who previously
occupied property as his or her principal residence but now resides in a nursing home or assisted living
facility may retain an exemption on that property if the owner manifests an intent to return to that property by
satisfying all of the following conditions:

(a) The owner continues to own that property while residing in the nursing home or assisted living facility.
(b) The owner has not established a new principal residence.
(c) The owner maintains or provides for the maintenance of that property while residing in the nursing

home or assisted living facility.
(d) That property is not occupied, is not for sale, is not leased, and is not used for any business or

commercial purpose.
(6) Except as otherwise provided in subsection (5), if the assessor of the local tax collecting unit believes

that the property for which an exemption is claimed is not the principal residence of the owner claiming the
exemption, the assessor may deny a new or existing claim by notifying the owner and the department of
treasury in writing of the reason for the denial and advising the owner that the denial may be appealed to the
residential and small claims division of the Michigan tax tribunal within 35 days after the date of the notice.
The assessor may deny a claim for exemption for the current year and for the 3 immediately preceding
calendar years. If the assessor denies an existing claim for exemption, the assessor shall remove the
exemption of the property and, if the tax roll is in the local tax collecting unit's possession, amend the tax roll
to reflect the denial and the local treasurer shall within 30 days of the date of the denial issue a corrected tax
bill for any additional taxes with interest at the rate of 1.25% per month or fraction of a month and penalties
computed from the date the taxes were last payable without interest or penalty. If the tax roll is in the county
treasurer's possession, the tax roll shall be amended to reflect the denial and the county treasurer shall within
30 days of the date of the denial prepare and submit a supplemental tax bill for any additional taxes, together
with interest at the rate of 1.25% per month or fraction of a month and penalties computed from the date the
taxes were last payable without interest or penalty. Interest on any tax set forth in a corrected or supplemental
tax bill shall again begin to accrue 60 days after the date the corrected or supplemental tax bill is issued at the
rate of 1.25% per month or fraction of a month. Taxes levied in a corrected or supplemental tax bill shall be
returned as delinquent on the March 1 in the year immediately succeeding the year in which the corrected or
supplemental tax bill is issued. If the assessor denies an existing claim for exemption, the interest due shall be
distributed as provided in subsection (25). However, if the property has been transferred to a bona fide
purchaser before additional taxes were billed to the seller as a result of the denial of a claim for exemption,
the taxes, interest, and penalties shall not be a lien on the property and shall not be billed to the bona fide
purchaser, 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 department of treasury of the
amount of tax due, interest, and penalties through the date of that notification. The department of treasury
shall then assess the owner who claimed the exemption under this section for the tax, interest, and penalties
accruing as a result of the denial of the claim for exemption, if any, as for unpaid taxes provided under 1941
PA 122, MCL 205.1 to 205.31, and shall deposit any tax or penalty collected into the state school aid fund
and shall distribute any interest collected as provided in subsection (25). The denial shall be made on a form
prescribed by the department of treasury. If the property for which the assessor has denied a claim for
exemption under this subsection is located in a county in which the county treasurer or the county
equalization director have elected to audit exemptions under subsection (10), the assessor shall notify the
county treasurer or the county equalization director of the denial under this subsection.

(7) If the assessor of the local tax collecting unit believes that the property for which the exemption is
claimed is not the principal residence of the owner claiming the exemption and has not denied the claim, the
assessor shall include a recommendation for denial with any affidavit that is forwarded to the department of
treasury or, for an existing claim, shall send a recommendation for denial to the department of treasury,
stating the reasons for the recommendation.

(8) The department of treasury shall determine if the property is the principal residence of the owner
claiming the exemption. Except as otherwise provided in subsection (21), the department of treasury may
review the validity of exemptions for the current calendar year and for the 3 immediately preceding calendar
years. Except as otherwise provided in subsection (5), if the department of treasury determines that the
Rendered Thursday, January 16, 2014 Page 3 Michigan Compiled Laws Complete Through PA 267 & includes

269-277 of 2013

 Legislative Council, State of Michigan Courtesy of www.legislature.mi.gov



property is not the principal residence of the owner claiming the exemption, the department shall send a
notice of that determination to the local tax collecting unit and to the owner of the property claiming the
exemption, indicating that the claim for exemption is denied, stating the reason for the denial, and advising
the owner claiming the exemption of the right to appeal the determination to the department of treasury and
what those rights of appeal are. The department of treasury may issue a notice denying a claim if an owner
fails to respond within 30 days of receipt of a request for information from that department. An owner may
appeal the denial of a claim of exemption to the department of treasury within 35 days of receipt of the notice
of denial. An appeal to the department of treasury shall be conducted according to the provisions for an
informal conference in section 21 of 1941 PA 122, MCL 205.21. Within 10 days after acknowledging an
appeal of a denial of a claim of exemption, the department 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 department of treasury has denied a claim for exemption, the assessor shall remove the exemption of
the property and, if the tax roll is in the local tax collecting unit's possession, amend the tax roll to reflect the
denial and the local treasurer shall within 30 days of the date of the denial issue a corrected tax bill for any
additional taxes with interest at the rate of 1.25% per month or fraction of a month and penalties computed
from the date the taxes were last payable without interest and penalty. If the tax roll is in the county treasurer's
possession, the tax roll shall be amended to reflect the denial and the county treasurer shall within 30 days of
the date of the denial prepare and submit a supplemental tax bill for any additional taxes, together with
interest at the rate of 1.25% per month or fraction of a month and penalties computed from the date the taxes
were last payable without interest or penalty. Interest on any tax set forth in a corrected or supplemental tax
bill shall again begin to accrue 60 days after the date the corrected or supplemental tax bill is issued at the rate
of 1.25% per month or fraction of a month. The department of treasury may waive interest on any tax set forth
in a corrected or supplemental tax bill for the current tax year and the immediately preceding 3 tax years if the
assessor of the local tax collecting unit files with the department of treasury a sworn affidavit in a form
prescribed by the department of treasury stating that the tax set forth in the corrected or supplemental tax bill
is a result of the assessor's classification error or other error or the assessor's failure to rescind the exemption
after the owner requested in writing that the exemption be rescinded. Taxes levied in a corrected or
supplemental tax bill shall be returned as delinquent on the March 1 in the year immediately succeeding the
year in which the corrected or supplemental tax bill is issued. If the department of treasury denies an existing
claim for exemption, the interest due shall be distributed as provided in subsection (25). However, if the
property has been transferred to a bona fide purchaser before additional taxes were billed to the seller as a
result of the denial of a claim for exemption, the taxes, interest, and penalties shall not be a lien on the
property and shall not be billed to the bona fide purchaser, 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 department 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 claimed the exemption under this
section for the tax and interest plus penalty accruing as a result of the denial of the claim for exemption, if
any, as for unpaid taxes provided under 1941 PA 122, MCL 205.1 to 205.31, and shall deposit any tax or
penalty collected into the state school aid fund and shall distribute any interest collected as provided in
subsection (25).

(9) The department of treasury may enter into an agreement regarding the implementation or
administration of subsection (8) with the assessor of any local tax collecting unit in a county that has not
elected to audit exemptions claimed under this section as provided in subsection (10). The agreement may
specify that for a period of time, not to exceed 120 days, the department of treasury will not deny an
exemption identified by the department of treasury in the list provided under subsection (11).

(10) A county may elect to audit the exemptions claimed under this section in all local tax collecting units
located in that county as provided in this subsection. The election to audit exemptions shall be made by the
county treasurer, or by the county equalization director with the concurrence by resolution of the county board
of commissioners. The initial election to audit exemptions shall require an audit period of 2 years. Before
2009, subsequent elections to audit exemptions shall be made every 2 years and shall require 2 annual audit
periods. Beginning in 2009, an election to audit exemptions shall be made every 5 years and shall require 5
annual audit periods. An election to audit exemptions shall be made by submitting an election to audit form to
the assessor of each local tax collecting unit in that county and to the department of treasury not later than
April 1 preceding the October 1 in the year in which an election to audit is made. The election to audit form
required under this subsection shall be in a form prescribed by the department of treasury. If a county elects to
audit the exemptions claimed under this section, the department of treasury may continue to review the
validity of exemptions as provided in subsection (8). If a county does not elect to audit the exemptions
claimed under this section as provided in this subsection, the department of treasury shall conduct an audit of
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exemptions claimed under this section in the initial 2-year audit period for each local tax collecting unit in
that county unless the department of treasury has entered into an agreement with the assessor for that local tax
collecting unit under subsection (9).

(11) If a county elects to audit the exemptions claimed under this section as provided in subsection (10)
and the county treasurer or his or her designee or the county equalization director or his or her designee
believes that the property for which an exemption is claimed is not the principal residence of the owner
claiming the exemption, the county treasurer or his or her designee or the county equalization director or his
or her designee may, except as otherwise provided in subsection (5), deny an existing claim by notifying the
owner, the assessor of the local tax collecting unit, and the department of treasury in writing of the reason for
the denial and advising the owner that the denial may be appealed to the residential and small claims division
of the Michigan tax tribunal within 35 days after the date of the notice. The county treasurer or his or her
designee or the county equalization director or his or her designee may deny a claim for exemption for the
current year and for the 3 immediately preceding calendar years. If the county treasurer or his or her designee
or the county equalization director or his or her designee denies an existing claim for exemption, the county
treasurer or his or her designee or the county equalization director or his or her designee shall direct the
assessor of the local tax collecting unit in which the property is located to remove the exemption of the
property from the assessment roll and, if the tax roll is in the local tax collecting unit's possession, direct the
assessor of the local tax collecting unit to amend the tax roll to reflect the denial and the treasurer of the local
tax collecting unit shall within 30 days of the date of the denial issue a corrected tax bill for any additional
taxes with interest at the rate of 1.25% per month or fraction of a month and penalties computed from the date
the taxes were last payable without interest and penalty. If the tax roll is in the county treasurer's possession,
the tax roll shall be amended to reflect the denial and the county treasurer shall within 30 days of the date of
the denial prepare and submit a supplemental tax bill for any additional taxes, together with interest at the rate
of 1.25% per month or fraction of a month and penalties computed from the date the taxes were last payable
without interest or penalty. Interest on any tax set forth in a corrected or supplemental tax bill shall again
begin to accrue 60 days after the date the corrected or supplemental tax bill is issued at the rate of 1.25% per
month or fraction of a month. Taxes levied in a corrected or supplemental tax bill shall be returned as
delinquent on the March 1 in the year immediately succeeding the year in which the corrected or
supplemental tax bill is issued. If the county treasurer or his or her designee or the county equalization
director or his or her designee denies an existing claim for exemption, the interest due shall be distributed as
provided in subsection (25). However, if the property has been transferred to a bona fide purchaser before
additional taxes were billed to the seller as a result of the denial of a claim for exemption, the taxes, interest,
and penalties shall not be a lien on the property and shall not be billed to the bona fide purchaser, 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 department 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
claimed the exemption under this section for the tax and interest plus penalty accruing as a result of the denial
of the claim for exemption, if any, as for unpaid taxes provided under 1941 PA 122, MCL 205.1 to 205.31,
and shall deposit any tax or penalty collected into the state school aid fund and shall distribute any interest
collected as provided in subsection (25). The department of treasury shall annually provide the county
treasurer or his or her designee or the county equalization director or his or her designee a list of parcels of
property located in that county for which an exemption may be erroneously claimed. The county treasurer or
his or her designee or the county equalization director or his or her designee shall forward copies of the list
provided by the department of treasury to each assessor in each local tax collecting unit in that county within
10 days of receiving the list.

(12) If a county elects to audit exemptions claimed under this section as provided in subsection (10), the
county treasurer or the county equalization director may enter into an agreement with the assessor of a local
tax collecting unit in that county regarding the implementation or administration of this section. The
agreement may specify that for a period of time, not to exceed 120 days, the county will not deny an
exemption identified by the department of treasury in the list provided under subsection (11).

(13) An owner may appeal a denial by the assessor of the local tax collecting unit under subsection (6), a
final decision of the department of treasury under subsection (8), or a denial by the county treasurer or his or
her designee or the county equalization director or his or her designee under subsection (11) to the residential
and small claims division of the Michigan tax tribunal within 35 days of that decision. An owner is not
required to pay the amount of tax in dispute in order to appeal a denial of a claim of exemption to the
department of treasury or to receive a final determination of the residential and small claims division of the
Michigan tax tribunal. However, interest at the rate of 1.25% per month or fraction of a month and penalties
shall accrue and be computed from the date the taxes were last payable without interest and penalty. If the
Rendered Thursday, January 16, 2014 Page 5 Michigan Compiled Laws Complete Through PA 267 & includes

269-277 of 2013

 Legislative Council, State of Michigan Courtesy of www.legislature.mi.gov



residential and small claims division of the Michigan tax tribunal grants an owner's appeal of a denial and that
owner has paid the interest due as a result of a denial under subsection (6), (8), or (11), the interest received
after a distribution was made under subsection (25) shall be refunded.

(14) For taxes levied after December 31, 2005, for each county in which the county treasurer or the county
equalization director does not elect to audit the exemptions claimed under this section as provided in
subsection (10), the department of treasury shall conduct an annual audit of exemptions claimed under this
section for the current calendar year.

(15) Except as otherwise provided in subsection (5), an affidavit filed by an owner for the exemption under
this section rescinds all previous exemptions filed by that owner for any other property. The department of
treasury shall notify the assessor of the local tax collecting unit in which the property for which a previous
exemption was claimed is located if the previous exemption is rescinded by the subsequent affidavit. When an
exemption is rescinded, the assessor of the local tax collecting unit shall remove the exemption effective
December 31 of the year in which the affidavit was filed that rescinded the exemption. For any year for which
the rescinded exemption has not been removed from the tax roll, the exemption shall be denied as provided in
this section. However, interest and penalty shall not be imposed for a year for which a rescission form has
been timely filed under subsection (5).

(16) Except as otherwise provided in subsection (30), if the principal residence is part of a unit in a
multiple-unit dwelling or a dwelling unit in a multiple-purpose structure, an owner shall claim an exemption
for only that portion of the total taxable value of the property used as the principal residence of that owner in a
manner prescribed by the department of treasury. If a portion of a parcel for which the owner claims an
exemption is used for a purpose other than as a principal residence, the owner shall claim an exemption for
only that portion of the taxable value of the property used as the principal residence of that owner in a manner
prescribed by the department of treasury.

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

(18) The department of treasury shall make available the affidavit forms and the forms to rescind an
exemption, which may be on the same form, to all city and township assessors, county equalization officers,
county registers of deeds, and closing agents. A person who prepares a closing statement for the sale of
property shall provide affidavit and rescission forms 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 forms with the local tax collecting unit
in which the property is located. If a closing statement preparer fails to provide exemption affidavit and
rescission forms to the buyer and seller, or fails to file the affidavit and rescission forms with the local tax
collecting unit if requested by the buyer or seller, the buyer may appeal to the department of treasury within
30 days of notice to the buyer that an exemption was not recorded. If the department of treasury determines
that the buyer qualifies for the exemption, the department of treasury shall notify the assessor of the local tax
collecting unit that the exemption is granted and the assessor of the local tax collecting unit or, if the tax roll
is in the possession of the county treasurer, the county treasurer shall correct the tax roll to reflect the
exemption. This subsection does not create a cause of action at law or in equity against a closing statement
preparer who fails to provide exemption affidavit and rescission forms to a buyer and seller or who fails to file
the affidavit and rescission forms with the local tax collecting unit when requested to do so by the buyer or
seller.

(19) An owner who owned and occupied a principal residence on May 1 for taxes levied before January 1,
2012 for which the exemption was not on the tax roll may file an appeal with the July board of review or
December board of review in the year for which the exemption was claimed or the immediately succeeding 3
years. For taxes levied after December 31, 2011, an owner who owned and occupied a principal residence on
June 1 or November 1 for which the exemption was not on the tax roll may file an appeal with the July board
of review or December board of review in the year for which the exemption was claimed or the immediately
succeeding 3 years. If an appeal of a claim for exemption that was not on the tax roll is received not later than
5 days prior to the date of the December board of review, the local tax collecting unit shall convene a
December board of review and consider the appeal pursuant to this section and section 53b.

(20) An owner who owned and occupied a principal residence within the time period prescribed in
subsection (2) in any year before the 3 immediately preceding tax years for which the exemption was not on
the tax roll as a result of a qualified error on the part of the local tax collecting unit may file a request for the
exemption for those tax years with the department of treasury. The request for the exemption shall be in a
form prescribed by the department of treasury and shall include all documentation the department of treasury
considers necessary to consider the request and to correct any affected official records if a qualified error on
the part of the local tax collecting unit is recognized and an exemption is granted. If the department of
treasury denies a request for the exemption under this subsection, the owner is responsible for all costs related
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to the request as determined by the department of treasury. If the department of treasury grants a request for
the exemption under this subsection and the exemption results in an overpayment of the tax in the years under
consideration, the department of treasury shall notify the treasurer of the local tax collecting unit, the county
treasurer, and other affected officials of the error and the granting of the request for the exemption and all
affected official records shall be corrected consistent with guidance provided by the department of treasury. If
granting the request for the exemption results in an overpayment, a rebate, including any interest paid by the
owner, shall be paid to the owner within 30 days of the receipt of the notice. A rebate shall be without
interest. The treasurer in possession of the appropriate tax roll may deduct the rebate from the appropriate tax
collecting unit's subsequent distribution of taxes. The treasurer in possession of the appropriate tax roll shall
bill to the appropriate tax collecting unit the tax collecting unit's share of taxes rebated. A local tax collecting
unit responsible for a qualified error under this subsection shall reimburse each county treasurer and other
affected local official required to correct official records under this subsection for the costs incurred in
complying with this subsection.

(21) If an owner of property received a principal residence exemption to which that owner was not entitled
in any year before the 3 immediately preceding tax years, as a result of a qualified error on the part of the
local tax collecting unit, the department of treasury may deny the principal residence exemption as provided
in subsection (8). If the department of treasury denies an exemption under this subsection, the owner shall be
issued a corrected or supplemental tax bill as provided in subsection (8), except interest shall not accrue until
60 days after the date the corrected or supplemental tax bill is issued. A local tax collecting unit responsible
for a qualified error under this subsection shall reimburse each county treasurer and other affected local
official required to correct official records under this subsection for the costs incurred in complying with this
subsection.

(22) If the assessor or treasurer of the local tax collecting unit believes that the department of treasury
erroneously denied a claim for exemption, the assessor or treasurer may submit written information
supporting the owner's claim for exemption to the department of treasury within 35 days of the owner's
receipt of the notice denying the claim for exemption. If, after reviewing the information provided, the
department of treasury determines that the claim for exemption was erroneously denied, the department of
treasury shall grant the exemption and the tax roll shall be amended to reflect the exemption.

(23) If granting the exemption under this section results in an overpayment of the tax, a rebate, including
any interest paid, shall be made to the taxpayer 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 within 30
days of the date the exemption is granted. The rebate shall be without interest. If an exemption for property
classified as timber-cutover real property is granted under this section for the 2008 or 2009 tax year, the tax
roll shall be corrected and any delinquent and unpaid penalty, interest, and tax resulting from that property not
having been exempt under this section for the 2008 or 2009 tax year shall be waived.

(24) If an exemption under this section is erroneously granted for an affidavit filed before October 1, 2003,
an owner may request in writing that the department of treasury withdraw the exemption. The request to
withdraw the exemption shall be received not later than November 1, 2003. If an owner requests that an
exemption be withdrawn, the department of treasury shall issue an order notifying the local assessor that the
exemption issued under this section has been denied based on the owner's request. If an exemption is
withdrawn, the property that had been subject to that exemption shall be immediately 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 exemption 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 local tax
collecting unit has possession of the tax roll or by the county treasurer if the county has possession of the tax
roll. Unless a denial has been issued prior to July 1, 2003, if an owner requests that an exemption under this
section be withdrawn 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 liable for any penalty or interest on the additional tax.
An owner who pays a corrected tax bill issued under this subsection more than 30 days after the corrected tax
bill is issued is liable for the penalties and interest that would have accrued if the exemption had not been
granted from the date the taxes were originally levied.

(25) Subject to subsection (26), interest at the rate of 1.25% per month or fraction of a month collected
under subsection (6), (8), or (11) shall be distributed as follows:

(a) If the assessor of the local tax collecting unit denies the exemption under this section, as follows:
(i) To the local tax collecting unit, 70%.
(ii) To the department of treasury, 10%.
(iii) To the county in which the property is located, 20%.
(b) If the department of treasury denies the exemption under this section, as follows:
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(i) To the local tax collecting unit, 20%.
(ii) To the department of treasury, 70%.
(iii) To the county in which the property is located, 10%.
(c) If the county treasurer or his or her designee or the county equalization director or his or her designee

denies the exemption under this section, as follows:
(i) To the local tax collecting unit, 20%.
(ii) To the department of treasury, 10%.
(iii) To the county in which the property is located, 70%.
(26) Interest distributed under subsection (25) is subject to the following conditions:
(a) Interest distributed to a county shall be deposited into a restricted fund to be used solely for the

administration of exemptions under this section. Money in that restricted fund shall lapse to the county
general fund on the December 31 in the year 3 years after the first distribution of interest to the county under
subsection (25) and on each succeeding December 31 thereafter.

(b) Interest distributed to the department of treasury shall be deposited into the principal residence property
tax exemption audit fund, which is created within the state treasury. The state treasurer may receive money or
other assets from any source for deposit into the fund. The state treasurer shall direct the investment of the
fund. The state treasurer shall credit to the fund interest and earnings from fund investments. Money in the
fund shall be considered a work project account and at the close of the fiscal year shall remain in the fund and
shall not lapse to the general fund. Money from the fund shall be expended, upon appropriation, only for the
purpose of auditing exemption affidavits.

(27) Interest distributed under subsection (25) is in addition to and shall not affect the levy or collection of
the county property tax administration fee established under this act.

(28) A cooperative housing corporation is entitled to a full or partial exemption under this section for the
tax year in which the cooperative housing corporation files all of the following with the local tax collecting
unit in which the cooperative housing corporation is located if filed within the time period prescribed in
subsection (2):

(a) An affidavit form.
(b) A statement of the total number of units owned by the cooperative housing corporation and occupied as

the principal residence of a tenant stockholder as of the date of the filing under this subsection.
(c) A list that includes the name, address, and social security number of each tenant stockholder of the

cooperative housing 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 statement of the total number of units of the cooperative housing corporation on which an exemption
under this section was claimed and that were transferred in the tax year immediately preceding the tax year in
which the filing under this section was made.

(29) Before May 1, 2004 and before May 1, 2005, the treasurer of each county shall forward to the
department of education a statement of the taxable value of each school district and fraction of a school
district within the county for the preceding 4 calendar years. This requirement is in addition to the
requirement set forth in section 151 of the state school aid act of 1979, 1979 PA 94, MCL 388.1751.

(30) For a parcel of property open and available for use as a bed and breakfast, the portion of the taxable
value of the property used as a principal residence under subsection (16) shall be calculated in the following
manner:

(a) Add all of the following:
(i) The square footage of the property used exclusively as that owner's principal residence.
(ii) 50% of the square footage of the property's common area.
(iii) If the property was not open and available for use as a bed and breakfast for 90 or more consecutive

days in the immediately preceding 12-month period, the result of the following calculation:
(A) Add the square footage of the property that is open and available regularly and exclusively as a bed

and breakfast, and 50% of the square footage of the property's common area.
(B) Multiply the result of the calculation in sub-subparagraph (A) by a fraction, the numerator of which is

the number of consecutive days in the immediately preceding 12-month period that the property was not open
and available for use as a bed and breakfast and the denominator of which is 365.

(b) Divide the result of the calculation in subdivision (a) by the total square footage of the property.
(31) The owner claiming an exemption under this section for property open and available as a bed and

breakfast shall file an affidavit claiming the exemption within the time period prescribed in subsection (2)
with the local tax collecting unit in which the property is located. The affidavit shall be in a form prescribed
by the department of treasury.

(32) As used in this section:
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(a) "Bed and breakfast" means property classified as residential real property under section 34c that meets
all of the following criteria:

(i) Has 10 or fewer sleeping rooms, including sleeping rooms occupied by the owner of the property, 1 or
more of which are available for rent to transient tenants.

(ii) Serves meals at no extra cost to its transient tenants.
(iii) Has a smoke detector in proper working order in each sleeping room and a fire extinguisher in proper

working order on each floor.
(b) "Common area" includes, but is not limited to, a kitchen, dining room, living room, fitness room,

porch, hallway, laundry room, or bathroom that is available for use by guests of a bed and breakfast or, unless
guests are specifically prohibited from access to the area, an area that is used to provide a service to guests of
a bed and breakfast.

(c) "Qualified error" means that term as defined in section 53b.
History: Add. 1994, Act 237, Imd. Eff. June 30, 1994;Am. 1994, Act 415, Imd. Eff. Dec. 29, 1994;Am. 1995, Act 74, Eff. Dec.

31, 1994;Am. 1996, Act 476, Imd. Eff. Dec. 26, 1996;Am. 2002, Act 624, Imd. Eff. Dec. 23, 2002;Am. 2003, Act 105, Imd. Eff.
July 24, 2003;Am. 2003, Act 140, Eff. Jan. 1, 2004;Am. 2003, Act 247, Imd. Eff. Dec. 29, 2003;Am. 2006, Act 664, Imd. Eff.
Jan. 10, 2007;Am. 2008, Act 96, Imd. Eff. Apr. 8, 2008;Am. 2008, Act 198, Imd. Eff. July 11, 2008;Am. 2010, Act 17, Eff. Dec.
31, 2007;Am. 2012, Act 114, Imd. Eff. May 1, 2012;Am. 2012, Act 324, Imd. Eff. Oct. 9, 2012;Am. 2012, Act 524, Imd. Eff.
Dec. 28, 2012;Am. 2013, Act 140, Imd. Eff. Oct. 22, 2013.

Compiler's note: Section 2 of Act 74 of 1995 provides:
"This amendatory act is retroactive and shall take effect December 31, 1994."
Enacting section 1 of Act 17 of 2010 provides:
"Enacting section 1. This amendatory act is retroactive and is effective for the 2008 tax year."

Popular name: Act 206

Popular name: Homestead
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THE GENERAL PROPERTY TAX ACT (EXCERPT)
Act 206 of 1893

211.7dd Definitions.
Sec. 7dd. As used in sections 7cc and 7ee:
(a) "Owner" means any of the following:
(i) A person who owns property or who is purchasing property under a land contract.
(ii) A person who is a partial owner of property.
(iii) A person who owns property as a result of being a beneficiary of a will or trust or as a result of

intestate succession.
(iv) A person who owns or is purchasing a dwelling on leased land.
(v) A person holding a life lease in property previously sold or transferred to another.
(vi) A grantor who has placed the property in a revocable trust or a qualified personal residence trust.
(vii) The sole present beneficiary of a trust if the trust purchased or acquired the property as a principal

residence for the sole present beneficiary of the trust, and the sole present beneficiary of the trust is totally and
permanently disabled. As used in this subparagraph, "totally and permanently disabled" means disability as
defined in section 216 of title II of the social security act, 42 USC 416, without regard as to whether the sole
present beneficiary of the trust has reached the age of retirement.

(viii) A cooperative housing corporation.
(ix) A facility registered under the living care disclosure act, 1976 PA 440, MCL 554.801 to 554.844.
(b) "Person", for purposes of defining owner as used in section 7cc, means an individual and for purposes

of defining owner as used in section 7ee means an individual, partnership, corporation, limited liability
company, association, or other legal entity.

(c) "Principal residence" means the 1 place where an owner of the property has his or her true, fixed, and
permanent home to which, whenever absent, he or she intends to return and that shall continue as a principal
residence until another principal residence is established. Except as otherwise provided in this subdivision,
principal residence includes only that portion of a dwelling or unit in a multiple-unit dwelling that is subject
to ad valorem taxes and that is owned and occupied by an owner of the dwelling or unit. Principal residence
also includes all of an owner's unoccupied property classified as residential that is adjoining or contiguous to
the dwelling subject to ad valorem taxes and that is owned and occupied by the owner. Beginning December
31, 2007, principal residence also includes all of an owner's unoccupied property classified as timber-cutover
real property under section 34c that is adjoining or contiguous to the dwelling subject to ad valorem taxes and
that is owned and occupied by the owner. Contiguity is not broken by boundary between local tax collecting
units, a road, a right-of-way, or property purchased or taken under condemnation proceedings by a public
utility for power transmission lines if the 2 parcels separated by the purchased or condemned property were a
single parcel prior to the sale or condemnation. Except as otherwise provided in this subdivision, principal
residence also includes any portion of a dwelling or unit of an owner that is rented or leased to another person
as a residence as long as that portion of the dwelling or unit that is rented or leased is less than 50% of the
total square footage of living space in that dwelling or unit. Principal residence also includes a life care
facility registered under the living care disclosure act, 1976 PA 440, MCL 554.801 to 554.844. Principal
residence also includes property owned by a cooperative housing corporation and occupied by tenant
stockholders. Property that qualified as a principal residence shall continue to qualify as a principal residence
for 3 years after all or any portion of the dwelling or unit included in or constituting the principal residence is
rented or leased to another person as a residence if all of the following conditions are satisfied:

(i) The owner of the dwelling or unit is absent while on active duty in the armed forces of the United
States.

(ii) The dwelling or unit would otherwise qualify as the owner's principal residence.
(iii) Except as otherwise provided in this subparagraph, the owner files an affidavit with the assessor of the

local tax collecting unit on or before May 1 attesting that it is his or her intent to occupy the dwelling or unit
as a principal residence upon completion of active duty in the armed forces of the United States. In 2008 only,
the owner may file an affidavit under this subparagraph on or before December 31. A copy of an affidavit
filed under this subparagraph shall be forwarded to the department of treasury pursuant to a schedule
prescribed by the department of treasury.

(d) "Qualified agricultural property" means unoccupied property and related buildings classified as
agricultural, or other unoccupied property and related buildings located on that property devoted primarily to
agricultural use as defined in section 36101 of the natural resources and environmental protection act, 1994
PA 451, MCL 324.36101. Related buildings include a residence occupied by a person employed in or actively
involved in the agricultural use and who has not claimed a principal residence exemption on other property.
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For taxes levied after December 31, 2008, property shall not lose its status as qualified agricultural property as
a result of an owner or lessee of that property implementing a wildlife risk mitigation action plan.
Notwithstanding any other provision of this act to the contrary, if after December 31, 2008 the classification
of property was changed as a result of the implementation of a wildlife risk mitigation action plan, the owner
of that property may appeal that change in classification to the board of review under section 30 in the year in
which the amendatory act that added this sentence takes effect or in the 3 immediately succeeding years.
Within 30 days of the effective date of the amendatory act that added the immediately preceding sentence, the
department of treasury shall update its publication entitled "Qualified Agricultural Property Exemption
Guidelines" and shall post that updated publication on the department of treasury website. Property used for
commercial storage, commercial processing, commercial distribution, commercial marketing, or commercial
shipping operations or other commercial or industrial purposes is not qualified agricultural property. A parcel
of property is devoted primarily to agricultural use only if more than 50% of the parcel's acreage is devoted to
agricultural use or if more than 50% of the parcel's acreage is devoted to a combination of agricultural use and
is exempt under section 7jj[1] as qualified forest property. An owner shall not receive an exemption for that
portion of the total state equalized valuation of the property that is used for a commercial or industrial purpose
or that is a residence that is not a related building. As used in this subdivision:

(i) "Project" means certain risk mitigating measures, which may include, but are not limited to, the
following:

(A) Making it difficult for wildlife to access feed by storing livestock feed securely, restricting wildlife
access to feeding and watering areas, and deterring or reducing wildlife presence around livestock feed by
storing feed in an enclosed barn, wrapping bales or covering stacks with tarps, closing ends of bags, storing
grains in animal-proof containers or bins, maintaining fences, practicing small mammal and rodent control, or
feeding away from wildlife cover.

(B) Minimizing wildlife access to livestock feed and water by feeding livestock in an enclosed area,
feeding in open areas near buildings and human activity, removing extra or waste feed when livestock are
moved, using hay feeders to reduce waste, using artificial water systems to help keep livestock from sharing
water sources with wildlife, fencing off stagnant ponds, wetlands, or areas of wildlife habitats that pose a
disease risk, and keeping mineral feeders near buildings and human activity or using devices that restrict
wildlife usage.

(ii) "Wildlife risk mitigation action plan" means a written plan consisting of 1 or more projects to help
reduce the risks of a communicable disease spreading between wildlife and livestock that is approved by the
department of agriculture under the animal industry act, 1988 PA 466, MCL 287.701 to 287.746.

History: Add. 1994, Act 237, Imd. Eff. June 30, 1994;Am. 1996, Act 57, Imd. Eff. Feb. 26, 1996;Am. 1996, Act 476, Imd. Eff.
Dec. 26, 1996;Am. 2003, Act 140, Eff. Jan. 1, 2004;Am. 2006, Act 114, Imd. Eff. Apr. 10, 2006;Am. 2008, Act 243, Imd. Eff.
July 17, 2008;Am. 2010, Act 17, Eff. Dec. 31, 2007;Am. 2011, Act 320, Imd. Eff. Dec. 27, 2011;Am. 2012, Act 324, Imd. Eff.
Oct. 9, 2012;Am. 2013, Act 44, Imd. Eff. June 6, 2013.

Compiler's note: Enacting section 1 of Act 17 of 2010 provides:
"Enacting section 1. This amendatory act is retroactive and is effective for the 2008 tax year."

Popular name: Act 206
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THE GENERAL PROPERTY TAX ACT (EXCERPT)
Act 206 of 1893

211.120 Claim for exemption; prohibited conduct; violations; penalties; enforcement;
applicability of penalty provisions.
Sec. 120. (1) A person claiming an exemption under section 7cc shall not do any of the following:
(a) Make a false or fraudulent affidavit claiming an exemption or a false statement on an affidavit claiming

an exemption.
(b) Aid, abet, or assist another in an attempt to wrongfully obtain an exemption.
(c) Make or permit to be made for himself or herself or for any other person a false affidavit claiming an

exemption or a false statement on an affidavit claiming an exemption, either in whole or in part.
(d) Fail to rescind an exemption after the property subject to that exemption is no longer a principal

residence as defined in section 7dd.
(2) A person who violates a provision of subsection (1) with the intent to wrongfully obtain or attempt to

obtain an exemption under section 7cc is guilty of a misdemeanor punishable by imprisonment of not more
than 1 year and punishable by a fine of not more than $5,000.00 or public service of not more than 1,500
hours, or both.

(3) In addition to the penalties provided in subsection (2), a person who knowingly swears to or verifies an
affidavit claiming an exemption under section 7cc, or an affidavit claiming any exemption under section 7cc
that contains a false or fraudulent statement, with the intent to aid, abet, or assist in defrauding this state or a
political subdivision of this state, is guilty of perjury, a misdemeanor punishable by imprisonment of not more
than 1 year and punishable by a fine of not more than $5,000.00 or public service of not more than 1,500
hours, or both.

(4) A person who does not violate a provision of subsection (1), but who knowingly violates any other
provision of this act with the intent to defraud this state or a political subdivision of this state, is guilty of a
misdemeanor punishable by a fine of not more than $1,000.00 or public service of not more than 500 hours,
or both.

(5) The attorney general and the prosecuting attorney of each county of this state have concurrent power to
enforce this act.

(6) The penalty provisions set forth in subsections (2), (3), and (4) do not apply to a violation of subsection
(1) or any other provision of this act occurring before December 31, 1995.

History: Add. 1995, Act 74, Eff. Dec. 31, 1994;Am. 2003, Act 140, Eff. Jan. 1, 2004.

Compiler's note: Former MCL 211.120, which required banks and other financial institutions to file annual stockholder statements,
was repealed by Act 215 of 1970, Imd. Eff. Oct. 4, 1970.

Section 2 of Act 74 of 1995 provides:
“This amendatory act is retroactive and shall take effect December 31, 1994.”

Rendered Thursday, January 16, 2014 Page 1 Michigan Compiled Laws Complete Through PA 267 & includes
269-277 of 2013

 Legislative Council, State of Michigan Courtesy of www.legislature.mi.gov



Michigan Department of Treasury 
2856 (Rev. 03-13) 

        

 
 
 
 
 
 

 

Guidelines 
for the Michigan Principal 

Residence Exemption Program 



Guidelines for the Michigan Principal Residence Exemption Program 
 
These guidelines are compiled questions and answers from the previous four volumes published. It amends 
outdated information and includes new information. 
 

TABLE OF CONTENTS 
 

Chapter Page 
Chapter 1: Filing Deadlines ........................................................................................................................... 1 
Chapter 2: Residency  .................................................................................................................................... 2 
Chapter 3: Ownership  ................................................................................................................................... 3 
Chapter 4: Qualified Principal Residence Property  ...................................................................................... 4 
Chapter 5: Multi-Purpose Property  ............................................................................................................... 7 
Chapter 6: Cooperative Housing Corporations .............................................................................................. 8 
Chapter 7: Estates and Trusts  ........................................................................................................................ 8 
Chapter 8: Social Security Numbers  ............................................................................................................. 10 
Chapter 9: Rescinding an Exemption  ........................................................................................................... 10 
Chapter 10: Denials ....................................................................................................................................... 11 
Chapter 11: Denial Appeals  .......................................................................................................................... 12 
Chapter 12: Board of Review  ....................................................................................................................... 12 
Chapter 13: Corrective Billing Procedures  ................................................................................................... 13 
Chapter 14: Administrative Issues ................................................................................................................. 15 
Chapter 15: Other Questions..……………………………………………………………………………...   16 



(Revised March 2013)                                                           1

Chapter 1. Filing Deadlines 
 
1. Is there a filing deadline to request a principal 
residence exemption? 
 
Yes. There are two deadlines by which a Principal 
Residence Exemption may be filed. The deadlines 
for a property owner to file a “Principal Residence 
Exemption (PRE) Affidavit” (Form 2368) for taxes 
are on or before June 1 or on or before November 1. 
 
2. Where can I get a Principal Residence 
Exemption (PRE) Affidavit, Form 2368? 
 
The Principal Residence Exemption (PRE) 
Affidavit, Form 2368, and other principal residence 
exemption forms should be available from your 
local assessor or at www.michigan.gov/PRE. 
 
3. What year’s taxes are affected by the principal 
residence exemption? 
 
A valid PRE Affidavit, Form 2368, submitted to the 
local tax collecting unit on or before June 1 will 
reduce that year's summer and winter taxes and 
future years taxes as long as the property is owned 
and occupied as your principal residence. A valid 
PRE Affidavit, Form 2368, submitted after June 1 
but on or before November 1 will reduce that year's 
winter taxes and future year's taxes as long as the 
property is owned and occupied as your principal 
residence. 
 
4. If I was eligible for the exemption on May 1st, 
but did not file timely, may I still file my claim? 
 
An owner who owned and occupied a principal 
residence on May 1 for taxes levied before January 
1, 2012 for which the exemption was not on the tax 
roll may file an appeal with the July board of 
review or December board of review in the year for 
which the exemption was claimed or the 
immediately succeeding 3 years. For taxes levied 
after December 31, 2011, an owner who owned and 
occupied a principal residence on June 1 or 
November 1 for which the exemption was not on 
the tax roll may file an appeal with the July board of 
review or December board of review in the year for 
which the exemption was claimed or the 
immediately succeeding 3 years. 

5. May an assessor deny an erroneous claim for a 
principal residence exemption? 
 
Yes. MCL 211.7cc(6) allows an assessor to deny a 
new or existing claim for a principal residence 
exemption if the assessor believes that the property 
for which an exemption is claimed is not owned or 
occupied as a principal residence of the person 
claiming the exemption. An assessor may deny a 
claim for a principal residence exemption for the 
current and three immediately preceding calendar 
years. An assessor should use the Notice of Denial 
of Principal Residence Exemption (Local 
(City/Township)), Form 2742, to deny a principal 
residence exemption. The principal residence 
exemption is removed by the assessor from the tax 
roll at the time the notice of denial is issued. 
  
6. May a closing agent be held liable by a buyer 
or seller if the buyer is not granted a principal 
residence exemption because the closing agent 
did not provide the appropriate forms at closing, 
or did not submit their forms timely? 
 
No. Closing agents are required to provide an 
affidavit and rescind form at closing. However, 
MCL 211.7cc(18) provides that there is no legal 
course of action against the closing agent, by the 
buyer or the seller, if the agent fails to provide a 
Principal Residence Exemption (PRE) Affidavit, 
Form 2368, or fails to file the form with the local 
tax-collecting unit when requested to do so by the 
buyer or seller. Therefore, it is important for the 
seller and buyer to confirm that the appropriate 
forms have been received and acted upon by the 
assessor. 
 
7. What are the qualifications to be able to 
appeal under MCL 211.7cc(18)?  
 
The sale must have taken place after December 31, 
closing statement preparer did not properly present 
a Principal Residence Exemption (PRE) Affidavit, 
Form 2368 or did not file the form with the local tax 
collecting unit if requested to do so. The buyers 
may appeal to the Department of Treasury within 
30 days of their first notification that an exemption 
was not recorded. 
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8. What information must be submitted with a 
MCL 211.7cc(18) appeal? 
 
A. Copy of warranty deed or land contract to verify 

ownership. 
B. Copy of driver license, voter registration, or 

other documents to verify occupancy.  
C. Completed Principal Residence Exemption 

(PRE) Affidavit, Form 2368. 
D. A letter indicating what years you are appealing. 
 
Mail the information to the Principal Residence  
Exemption Unit, P.O. Box 30440, Lansing, MI  
48909. 
 
Chapter 2. Residency 
 
1. Who is a Michigan resident? 
 
You are a Michigan resident if Michigan is your 
permanent home. Your permanent home is the place 
you intend to return to whenever you go away. A 
temporary absence from Michigan, such as 
spending the winter in another state, does not make 
you a part-year resident. 
 
2. What determines principal residence? 
 
Michigan law defines principal residence as the one 
place where a person has his or her true, fixed, and 
permanent home to which, whenever absent he or 
she intends to return and that shall continue as a 
principal residence until another principal residence 
is established. In order to verify a person’s claim 
that a particular property is a principal residence, 
the Department of Treasury will accept various 
documents that, taken together, establish that the 
person or persons filing the claim occupy the 
property as a principal residence. Examples include 
driver’s license, voter registration card, cancelled 
checks listing the property address, statements such 
as medical, bank or charge accounts, income tax 
records indicating the mailing address and 
insurance policies. No one of these factors taken 
alone is controlling over any other factor.  
 
3. I own two homes in Michigan. For which 
home do I claim exemption? 
 
Claim the exemption for the home you occupy as 

your principal residence (see the tests in #2 of this 
section). 
 
4. I have a home in Michigan and one in another 
state. May I claim an exemption on my Michigan 
home? 
 
You may claim the principal residence exemption if 
you meet all of the criteria below: 
 
A. You are a resident of the State of Michigan (see 

#1of this section). 
B. You own and occupy the home as your principal 

residence (see #2 of this section). 
C. Neither you, nor your spouse if you file a joint 

income tax return, receive an exemption, 
deduction, or credit substantially similar to the 
Michigan principal residence exemption on 
property you own in another state.  

D. You have not filed a non-resident Michigan 
income tax return. 

E. You have not filed a tax return as a resident of 
another state.  

 
5. I own property in Michigan, but moved to 
another state and have established residency 
there. May I still claim my Michigan home? 
 
No. Only Michigan residents are eligible for this 
exemption. If you wish to re-establish Michigan 
residency in order to claim this exemption, you 
must do so before the filing deadlines. Re-
establishing your residency would include such 
things as registering to vote in the township or city 
where your home is located; registering your 
vehicle in Michigan; and getting a Michigan 
driver’s license or a Michigan personal 
identification card. As a Michigan resident you may 
be liable for Michigan income taxes. 
 
6. I temporarily work and live outside Michigan 
(e.g. teaching sabbatical, military assignment), 
but remain a Michigan resident and own a home 
in Michigan. May I claim an exemption on my 
Michigan home? 
 
Yes, if you intend to return to the property as a 
principal residence and do not rent the home to 
another person. 
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Chapter 3. Ownership 
 
1. May renters file for this exemption? 
 
No. You must own your principal residence to 
claim an exemption on it. 
 
2. My children co-own my home. Do they also 
have to sign the affidavit even though they don’t 
live with me? 
 
No. Only co-owners who occupy the home as their 
principal residence should be listed on the affidavit 
and sign it. If your children also own and occupy 
their own home they may file a claim for their 
principal residence, not yours. 
 
3. My children own my home, but I hold a life 
estate. May I claim the exemption?  
 
Yes. Complete a Principal Residence Exemption 
(PRE) Affidavit, Form 2368 using your name, 
address, social security number and signature. Your 
children should not sign the Principal Residence 
Exemption (PRE) Affidavit, Form 2368.  
 
4. I own my home but rent an apartment closer 
to my work. My apartment address is where I’m 
registered to vote and is the address on my 
driver’s license. May I still claim my home? 
 
No. Your apartment is considered your principal 
residence, because you vote in the township where 
the apartment is located and the apartment is the 
address on your driver’s license. 
 
5. I purchased my principal residence on a land 
contract. May I claim the exemption? 
 
Yes. Complete a Principal Residence Exemption 
(PRE) Affidavit, Form 2368 using your name, 
address, social security number and signature, not 
the information of the land contract holder. 
 
6. I am leasing my home with an option to buy. 
May I claim my home? 
 
No. Leasing with an option to buy is considered a 
rental agreement so the home is ineligible. Once 
you 

 
exercise the option to buy, you may claim an 
exemption. 
 
7. I am a senior citizen living in my home. I sold 
my home to my daughter and did not keep a life 
estate, but we have a verbal agreement that I 
may remain here until I die or choose to leave. 
May I claim my home? 
 
No. Any ownership interest must be in writing to be 
valid. For principal residence exemption purposes, a 
notarized or recorded agreement helps ensure that 
the ownership interest was timely created and not 
predated following an audit of a person’s principal 
residence exemption. However, by law, the 
agreement does not need to be notarized or 
recorded. 
 
8. My sister and I each own and occupy a 
separate home on the same parcel of property, 
which we co-own. May we claim an exemption 
for both homes?  
 
Yes. If the values of the homes are equal, you 
would each be entitled to a 50% exemption. 
 
9. The owners of a property deeded their home 
to an LLC that they own. They still occupy the 
home. Are they entitled to a principal residence 
exemption? 
 
No. MCL 211.7cc states that the owner of property 
may be entitled to a principal residence exemption. 
MCL 211.7dd defines an owner as a “person” 
except in specifically identified exceptions. It 
further defines person as an individual for purposes 
of MCL 211.7cc. The LLC owns the home, the 
individual owns the LLC, and therefore the property 
does not qualify for a principal residence 
exemption. 
 
10. I am building a home on property I lease. Am 
I entitled to a principal residence exemption? 
 
Yes, once the house is completed and you move in. 
You are only entitled to a principal residence 
exemption on the house; the value of the land must 
be computed separately from the house. 
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Chapter 4. Qualified Principal Residence 
Property 
 
1. I have moved several times in the last year. 
Which home do I claim? 
 
You should claim the exemption on the property 
you own and occupy as your principal residence on 
the date you file the affidavit. 
 
2. My home is on a 40-acre parcel classified as 
residential. Are all 40 acres eligible for 
exemption? 
 
Yes. Your principal residence includes the entire 
parcel that your home sits on, unless you rent part 
of the land to another person or it is used for 
business purposes. 
 
3. I have a rural home on a 20-acre parcel. My 
home is classified as residential property. I also 
own the adjoining 80-acre residential parcel that 
is unoccupied. What may I claim? 
 
You may claim an exemption on both parcels. The 
80-acre parcel is unoccupied, classified as 
residential, and is contiguous to the parcel that is 
your principal residence, so you are eligible for the 
exemption on both properties. 
 
4. Is it possible to receive an exemption on more 
than one home? 
 
Yes, but only for a limited period of time. If you 
owned and occupied a new principal residence on 
or before June 1 or November 1 and timely filed a 
PRE Affidavit, Form 2368, you are entitled to a 
PRE for that year's summer and/or winter taxes. 
When you timely rescind the exemption on your old 
property, it will not take effect until December 31st 
of the year the rescind is filed. In addition, MCL 
211.7cc(5), allows an owner to retain a principal 
residence exemption on property previously exempt 
as that owner’s principal residence for up to three 
years if that property is not occupied, is for sale, is 
not leased, and is not used for any business or 
commercial purpose by filing a Conditional 
Rescission of a Principal Residence Exemption, 
Form 4640. 
 

5. I own the lot adjoining and contiguous to my 
home. It has a different property identification 
number than the parcel on which my principal 
residence is located. May I also claim an 
exemption on this property? 
 
You may claim an exemption on this property as 
long as the property claimed is adjoining or 
contiguous to your home. It must also be classified 
residential or timber cutover and be unoccupied. A 
road does not break contiguity. File a Principal 
Residence Exemption (PRE) Affidavit, Form 2368 
for each parcel. 
 
6. I own two adjoining parcels and my house is 
built on both parcels. May I claim both parcels? 
 
Yes. 
 
7. I own the parcel adjoining to my home. There 
is a home on the adjoining parcel that I rent out. 
May I claim an exemption on this parcel? 
 
No. The property does not qualify for a principal 
residence exemption because it is not unoccupied. 
A property is not unoccupied if it contains a 
habitable dwelling. 
 
8. A taxpayer owns a residential lot next to a 
principal residence. The lot has garage and 
guesthouse. The guesthouse is only used by his 
family. What percent exemption would that 
parcel qualify for, and why? 
 
0%. A guesthouse is a habitable dwelling. 
Therefore, the property is not considered 
unoccupied. 
 
9. I own and occupy my home and I am filing an 
exemption claim for that home. I also own a 
contiguous piece of property with a home on it 
that my children occupy. May I also claim that 
home? 
 
No. Only your principal residence may be claimed, 
even if your children do not pay rent. 
 
10. What must be the classification of an 
unoccupied, contiguous or adjacent property to 
my principal residence that I own in order to 
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qualify for a principal residence exemption? 
 
It must be classified as either residential or timber 
cutover. 
 
11. My spouse and I each own and occupy 
separate homes. We file our Federal and State 
tax returns as married filing separately. May we 
each claim our home? 
 
Yes. Spouses who maintain separate principal 
residences may each claim his or her principal 
residence unless they file a joint Federal and State 
income tax return. 
 
12. My home is in a licensed trailer park. My 
garage and shed are taxable. May I claim this 
exemption for the garage and shed? 
 
Yes. 
 
13. How must a taxpayer’s home be classified to 
qualify for exemption? 
 
A home can be any classification as long as the 
taxpayer owns and occupies it as their principal 
residence. 
 
14. I live in a nursing home or an assisted living 
facility but still maintain a home. May I claim an 
exemption on the home I own? 
 
In accordance with MCL 211.7cc(5), an owner who 
previously occupied the property as his or her 
principal residence but presently resides in a 
nursing home or assisted living facility may retain 
the exemption if he or she manifested an intent to 
return to the property by satisfying all of the 
following conditions: 
 

a). The owner continues to own the property 
while residing in the nursing home or assisted 
living facility, 
b). The owner has not established a new 
principal residence. 
c). The owner maintains or provides for the 
maintenance of the property while residing in 
the nursing home or assisted living facility, and 
d). The property is not occupied, is not for sale,  
 

is not leased, and is not used for any business or 
commercial purpose. 

 
15. I live in a nursing home or an assisted living 
facility and still maintain a home which is not 
rented. I do not expect to return to the home. 
Am I still entitled to a principal residence 
exemption on my home? 
 
No, because there is no expectation to return to your 
former residence. 
 
16. I own a condominium and a boat slip, which 
have separate property identification numbers. 
The common area for my condo adjoins the 
common area of my boat slip. May I claim an 
exemption for the boat slip? 
 
No. You do not own and occupy the common areas 
of your condominium. Therefore the boat slip 
would not qualify. 
 
17. If a person is in a nursing home and claims a 
property tax credit on the nursing home, are 
they still entitled to claim a principal residence 
exemption? 
 
No. A person may have only one principal 
residence. Both the income tax credit and the 
property tax exemption are based on the taxpayer’s 
principal residence. Therefore if the taxpayer claims 
one the other cannot be claimed. 
 
18. A person owns a property with two dwellings 
on it; the second dwelling has water service but 
no kitchen or bathroom. Should the exemption 
be prorated? 
 
Yes. If both structures are assessed as dwellings, the 
exemption must be prorated based on the portion of 
the taxable value of the property used as the 
principal residence. 
 
19. An owner has an attached garage with an 
upper level that was used for storage. The owner 
converted the storage space to an apartment. Is 
the owner still entitled to an exemption? 
 
Yes, but not a 100% exemption. The owner is only  
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entitled to that portion of the taxable value of the 
property used as the principal residence of that 
owner.  
 
20. An owner owns property in a resort/lake 
area. The owner occupies the home the majority 
of the year but rents it out during the summer 
and takes an apartment in town. Is the owner 
entitled to a 100% principal residence 
exemption, a reduced exemption, or no 
exemption? 
 
Michigan law does not make any provision for 
granting a partial exemption based on the 
percentage of the year that the owner occupied the 
home as a principal residence. Federal law allows 
an owner to rent their principal residence for less 
than 15 days during a calendar year without 
declaring it as a rental property on their tax return. 
An owner that would be required to declare rental 
income on their home is not entitled to a principal 
residence exemption on that property. Therefore, if 
an owner rents his property for more than 14 days a 
year, the property is not entitled to a principal 
residence exemption. 
 
21. Does contiguous mean that there must be a 
common boundary, or can contiguous touch 
contiguous? 
 
A. Contiguous may touch contiguous. In the 

diagram below, if the owner of Lot A owns both 
Lot B and Lot C, and Lot A is qualified for a 
principal residence exemption, and both lots B 
and C are classified residential or timber cutover 
and unoccupied (unoccupied means no habitable 
dwelling) then Lot C is contiguous to Lot A 
through Lot B. 

 
Diagram I 
       
 
 
 
 
 
B. If Lot B is not classified as residential or timber 
cutover, or if B has a habitable dwelling, then Lot B 
does not qualify and Lot C would no longer be 
contiguous and would not qualify. 

 
22. In the diagram below, Lot A is a qualified 
principal residence exemption property. Lot B is 
owned by the owner of Lot A and is classified 
residential, and the building is assessed as a 
garage. Is Lot B eligible for an exemption under 
the rules of contiguity? 
 
Yes. Contiguity is not broken by a road, a right of 
way, or property purchased or taken under 
condemnation proceedings by a public utility for 
power transmission lines if the two parcels 
separated by the purchased or condemned property 
were a single parcel prior to the sale or 
condemnation. See example below. 
 
Diagram II 
 
 
 
 
 
 
 
 
 
23. In Diagram II, Lot B be is contiguous to Lot 
A. Would the owner qualify for exemption if 
there were an apartment in the garage? 
 
No. The property would not be considered 
unoccupied. 
 
24. Is a contiguous parcel considered eligible for 
a principal residence exemption if it has a 
residence on it that is only being used for 
storage? 
 
If the only use of the structure on the property is for 
storage purposes and the structure is not habitable, 
the taxpayer may qualify for a principal residence 
exemption. The taxpayer has the burden to show 
that the property is unoccupied.  
 
25. My wife and I own two homes in Michigan; 
our main home in southeastern Michigan and a 
cottage up north. In March 2004, we decided to 
put the southeastern Michigan home up for sale 
and live at our cottage up north. We listed the 
house with a realtor, rescinded the principal 

Lot A Lot B Lot C 

Home 

Lot A Lot B  
 
 
R 
O 
A 
D 
 

Home Garage 
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residence exemption on the house, and moved to 
our cottage. We requested, and received, a 
principal residence exemption on our cottage. 
We have not been able to sell our other home 
and plan to move back there in March of 2005. 
Can we rescind the exemption on our cottage, 
and reclaim the exemption on our other home in 
2005? 
 
No. MCL 211.7cc(2)(e) prohibits the reclaiming of 
rescinded exemptions when property ownership has 
not changed, and either of the following conditions 
are met: 
 
A. That person has claimed an exemption under 

this section for any other property for that tax 
year.  

B. That person has rescinded an exemption under 
this section on other property, which exemption 
remains in effect for that tax year, and there has 
not been a transfer of ownership of that 
property. 

  
Therefore you are not eligible for a principal 
residence exemption on your southeastern Michigan 
home in 2005 since the principal residence 
exemption you were granted on your cottage 
remains in effect until December 31, 2005. 
 
26. My wife and I own our home in southern 
Michigan and we own a cottage up north. 
Because of the high price of lake front property, 
our cottage is now worth more than our home. 
Can we transfer our principal residence 
exemption to the cottage? We would still only be 
claiming one exemption. 
 
No. The principal residence exemption only applies 
to the property you own and occupy as your 
principal residence.  
 
Chapter 5. Multi-Purpose Property 
 
1. I live in part of my home and operate a 
business in another part. May I claim an 
exemption? 
 
Yes, you may claim a partial exemption even if the 
property is classified commercial, but only on the 
portion that is owned and occupied as your 

principal residence. Complete line 12 of the 
Principal Residence Exemption (PRE) Affidavit, 
Form 2368. 
 
2. I provide childcare in my home. Do I need to 
complete line 12 of the Principal Residence 
Exemption (PRE) Affidavit, Form 2368? 
 
No. You may claim your entire home as a principal 
residence. This also applies to owners that provide 
care to foster children. 
 
3. I rent a room in my home to a boarder. May I 
still claim an exemption? 
 
Yes. If more that 50 % of your home is used as your 
principal residence, you may claim an exemption 
for your entire home. If you use 50 percent or less 
of your home as a principal residence, enter the 
percentage of your home that you occupy on line 
number 12 of the Principal Residence Exemption 
(PRE) Affidavit, Form 2368. 
 
4. My mother lives in my home in a separate 
area, but does not pay rent. Is her living area 
part of my principal residence? 
 
If your mother’s area has a separate entrance and 
does not have an adjoining entrance to your living 
area, then her living area is not part of your 
principal residence and is not eligible for this 
exemption. If there is a common entrance, question 
3 applies. 
 
5. I own a duplex and live in one unit. My father 
lives in the other unit, but does not pay rent. 
May I claim an exemption on both units? 
 
No. You may claim an exemption only on the unit 
you occupy as your principal residence even if there 
is an adjoining entrance between the units. 
Complete number 12 of the Principal Residence 
Exemption (PRE) Affidavit, Form 2368. 
 
6. I own a duplex and occupy both halves; can I 
get a 100% principal residence exemption? 
 
No. A duplex is assessed as a multiple unit 
dwelling. An owner may occupy part or the entire 
dwelling but is only entitled to an exemption on one 
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unit. A duplex, or any other multiple-unit dwelling, 
is assumed to have the additional units for the 
purpose of renting or leasing them out. It is a 
business property. Because one unit of the duplex, 
or one or more units in a multiple unit dwelling is 
unoccupied, does not change the essential nature of 
the dwelling. If an owner is using both units of a 
duplex as a personal principal residence, then the 
owner needs to get the dwelling reclassified as a 
single family dwelling in order to be eligible for a 
100% principal residence exemption. 
 
7. If there are two separately owned homes on 
the same parcel, not split, which gets the 
exemption?  
 
If one of the owners was also the owner of the 
parcel, that owner would be entitled to a partial 
exemption based on the portion of the property he 
or she occupied as their principal residence. The 
owner of the other home would not be entitled to an 
exemption. If both owners were on the deed, then 
each would be entitled to partial exemption, based 
on the relative values of the dwellings. The 
combined exemption should total 100%. 
 
8. If a house is 60% owner occupied, and 40% 
tenant occupied, what percentage is allowed? 
 
A single family dwelling used as the principal 
residence of the owner, where less than 50% of the 
total square footage is rented as the principal 
residence of the tenant, is entitled to a 100% 
exemption. 
 
9. I own an 8-unit apartment building classified 
as commercial property and one unit is my 
principal residence. May I claim an exemption 
on my unit? 
 
Yes. Complete number 12 on the Principal 
Residence Exemption (PRE) Affidavit, Form 2368. 
 
10. I operate a bed and breakfast. May I claim a 
principal residence exemption? 
 
The owner is entitled to a portion of the principal 
residence exemption based upon the square footage 
of the property used exclusively as that owner’s  
 

principal residence and 50% of the square footage 
of the property’s common areas. 
 
Chapter 6. Cooperative Housing Corporations 
 
1. I am a shareholder in a cooperative housing 
corporation. May I claim the exemption? 
 
Shareholders in a cooperative housing corporation 
may qualify for the principal residence exemption. 
Your claim should be filed with the cooperative. 
The cooperative must then compile information and 
file an affidavit with the local assessing unit. 
 
2. Is a cooperative housing corporation eligible 
for the principal residence exemption? What 
must be filed? 
 
A cooperative housing corporation is entitled to a 
full or partial exemption. They must file the 
following: 
 
A.  Principal Residence Exemption (PRE) Affidavit, 

Form 2368. 
B.  A statement of the total number of units owned 

by the cooperative housing corporation and 
occupied as the principal residence of a tenant 
stockholder. 

C. A list that includes the name, address, and social 
security number of each tenant stockholder of 
the cooperative housing corporation occupying 
a unit in the cooperative housing corporation as 
his or her principal residence. 

D. A statement of the total number of units of the 
cooperative housing corporation on which an 
exemption under this section was claimed and 
that were transferred in the tax year immediately 
preceding the tax year in which the filing under 
this section was made. 

 
Chapter 7. Estates and Trusts 
 
1. If a home has been placed in a grantor trust, 
who should sign the Principal Residence 
Exemption (PRE) Affidavit, Form 2368? 
 
The grantor is considered the owner and should sign 
the Principal Residence Exemption (PRE) 
Affidavit, Form 2368. 
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2. What if the grantor is unable to sign the 
Principal Residence Exemption (PRE) Affidavit, 
Form 2368? 
 
The trustee may sign on the grantor’s behalf. 
Complete the form using the grantor’s name and 
social security number. 
 
3. As the beneficiary of a trust, when are you 
considered eligible for a principal residence 
exemption? 
 
Upon the death of the grantor of the trust, provided 
you occupy the property as your principal 
residence. 
 
4. The deceased owner of the principal residence 
had a will specifying that the person who was 
occupying the principal residence was to inherit 
it. May the beneficiary claim an exemption? 
 
Yes, the beneficiary must file a Principal Residence 
Exemption (PRE) Affidavit, Form 2368. For 
purposes of the exemption, the beneficiary is 
considered the owner upon the death of previous 
owner.  
 
5. The owner of the principal residence died 
before the filing date without a will, but had only 
one heir who occupies the home as his/her 
principal residence. May the beneficiary claim 
an exemption? 
 
Yes, see question 4 of this section. 
 
6. The owner of the principal residence died. 
Before his/her death, the owner placed the 
property in a revocable trust that specified that 
the surviving spouse was a life beneficiary. The 
surviving spouse occupies the home as a 
principal residence. Can he/she claim the 
exemption? 
 
Yes. Upon the death of the grantor of the trust, the 
life beneficiary is considered the owner of the home 
and may claim a principal residence exemption on 
the property. 
 
7. The surviving spouse is the life beneficiary of a 
decedent who died. The decedent transferred the 

home to the trust before death. The surviving 
spouse lives in another state and one of the adult 
children of the decedent who lived with the 
decedent continues to occupy the home. May the 
occupant claim the exemption? 
 
No. Since the owner of the home, the life 
beneficiary, does not occupy the home as a 
principal residence, neither the owner nor the 
occupant may claim an exemption. 
 
8. A trust agreement gives the trustee discretion 
to distribute the home to any of the beneficiaries 
or to sell the home and distribute the proceeds to 
the beneficiaries. One of the beneficiaries 
occupies the home as a principal residence and 
continues to live there while the home is being 
sold by the trust. May the beneficiary/occupant 
claim an exemption? 
 
Yes, see question 3 of this section. 
 
9. The decedent co-owned the home, but the 
decedent’s interest was placed in a revocable 
trust, which is now irrevocable. The surviving 
joint owner continues to occupy the home, but is 
not one of the decedent’s beneficiaries. May the 
surviving joint owner file an exemption? 
 
Yes. Since the surviving joint owner co-owns and 
occupies the property, he or she may claim an 
exemption. 
 
10. A trust was created by a decedent’s death 
before the filing deadline. Three properties were 
transferred to the trust. Two of the children are 
life beneficiaries and occupy the homes they 
inherited. The third home is unoccupied and is 
being sold. May the trustee file a claim for the 
home, which is for sale, on behalf of the trust? 
 
No. The trust cannot occupy the home as a principal 
residence. The life beneficiaries may claim their 
respective home, which they occupy as their 
principal residences. 
 
11. I have placed property in an irrevocable, 
qualified personal residence trust. The property 
will be my children’s in 20 years. The property is 
my principal residence. May I claim a principal 
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residence exemption on this property? 
 
Yes. The Internal Revenue Service allows 
individuals to place their personal residences in a 
qualified personal residence trust. The individual 
(grantor) must continue to occupy the property as a 
personal residence. 
 
As long as the home is the grantor’s principal 
residence on the date the Principal Residence 
Exemption (PRE) Affidavit, Form 2368 is filed, the 
grantor may claim an exemption. 
 
12. A person that qualified for a principal 
residence exemption, but did not file, dies. Can 
the estate file on the owner’s behalf to recoup 
taxes for prior years? 
 
Yes. 
 
Chapter 8. Social Security Numbers 
 
1. Can the State of Michigan require my social 
security number? Will it be kept confidential? 
 
The Department of Treasury has the legal authority 
to use social security numbers for tax purposes. 
Federal law prohibits the state or local 
governmental units from releasing a social security 
number to unauthorized persons. Local 
governmental units may not use social security 
numbers for any purpose other than to administer 
the principal residence exemption. 
 
2. Will I receive the principal residence 
exemption if I do not enter my social security 
number? 
 
The Department of Treasury may deny a claim if an 
owner refuses to provide his or her social security 
number on written request from the Department of 
Treasury. 
 
Chapter 9. Rescinding an Exemption. 
 
1. What is a rescission? When is the exemption 
removed from the tax roll? 
 
The parcel qualified for exemption but has now 
been sold or the use of the property has changed. 

The exemption is removed from the tax roll on 
December 31 of the year in which the change or 
sale took place. 
 
2. When I file an exemption on my new 
residence, what happens to the exemption on the 
residence I sold? 
 
The exemption remains in effect until December 31 
of the year you no longer own or occupy as a 
principal residence. You must rescind your 
exemption within 90 days of the date you no longer 
either own or occupy the property as your principal 
residence, whichever comes first. 
 
3. Treasury notified the assessor to deny an 
exemption because a rescind was not filed; 
however, a Principal Residence Exemption 
(PRE) Affidavit, Form 2368 is on file for the 
purchaser. Does the assessor have to deny the 
exemption? 
 
No. If a valid affidavit is on file from the current 
owner, do not deny the exemption. 
 
4. What happens if a lender foreclosed on a 
mortgage? 
 
Although the owner/mortgagor is considered an 
owner through the redemption period, the PRE does 
not automatically remain on the property until the 
redemption period ends. The owner/mortgagor must 
continue to occupy the property as a principal 
residence during the redemption period to continue 
to qualify for the PRE. If the owner/mortgagor no 
longer occupies the property as a principal 
residence during the redemption period, a Request 
to Rescind Principal Residence Exemption, Form 
2602, must be filed and the PRE would be removed 
on the December 31st in the year in which the 
property is no longer occupied by the 
owner/mortgagor as a principal residence.  
 
5. I am moving into a new home and converting 
my current home to a rental property in 
November. Do I have to rescind the exemption 
on my current home? 
 
Yes, within 90 days of moving. The exemption will 
remain in place until December 31st of the year that 
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the use was changed from your principal residence 
to a rental property. 
 
6. Treasury may assess a $5.00 per day penalty  
 
for failure to rescind an exemption. Is this 
penalty optional and who will enforce it? 
 
Under MCL 211.7cc(5), as amended, the 
Department of Treasury may assess $5.00 per day 
penalty up to $200.00. This penalty applies to 
transfers or changes of use that occurred on or after 
October 1, 1994. The Department of Treasury may 
waive the penalty under certain circumstances. 
 
7. When a divorce occurs, do new principal 
residence exemption forms have to be filed? 
 
As long as one of the owners still occupies the 
home as their principal residence, and the original 
affidavit was filed jointly, the property will still 
qualify. The owner who no longer owns the 
property should file a rescission form using their 
information.  
 
Chapter 10. Denials 
 
1. What years may be denied using a Notice of 
Denial (Form 2742 or 4075)?  
 
Counties that have opted-in with the Department of 
Treasury and local units may issue denials for the 
current year and three immediately preceding years.  
 
2. Is the exemption removed from the tax roll at 
the time the notice of denial is done? 
 
Yes. 
 
3. Does the July or December Board of Review 
have the authority to issue a Notice of Denial or 
a rescission? 
 
The Board of Review may deny claims for a 
principal residence exemption that are not on the 
tax roll (new claims) and have not been previously 
denied. The Board of Review may not deny an 
existing principal residence exemption or issue a 
rescission. 
 

4. What should be done when an exemption is 
still on the tax rolls because it was not rescinded 
by a taxpayer?  
 
For any year that an exemption should have been 
rescinded and was not, the exemption should be 
denied. 
 
5. Can an appeal be made to the Board of 
Review to overturn a denial? 
 
No. The Board of Review has no authority to 
overturn a denial. An appeal of denial of a principal 
residence exemption issued by a county or a local 
unit must be made to the Residential/Small Claims 
Division of the Michigan Tax Tribunal. An appeal 
of a denial issued by the Department of Treasury 
must be made to the Department of Treasury, 
Hearings Division. 
 
6. If an assessor does a local unit denial, can 
he/she withdraw the denial? 
 
No. Once a denial has been sent to the taxpayer, the 
only way to overturn the denial is through the 
appeals process with the Michigan Tax Tribunal. 
The local unit may appeal to the Michigan Tax 
Tribunal on the taxpayer’s behalf. 
 
7. What action should be taken when an assessor 
discovers an exemption has been carried 
forward for several years without a Principal 
Residence Exemption (PRE) Affidavit, Form 
2368 having been filed? 
 
The assessor should deny the current year and up to 
three prior years. 
 
8. Do denials occur only if a Principal Residence 
Exemption (PRE) Affidavit, Form 2368 has been 
filed? Can you deny a carryover? 
 
If an exemption is on the tax roll, then a denial can 
be done to remove it from the tax roll. 
 
9. If a local unit or an opt-in county has doubts 
about the legitimacy of a claim for a principal 
residence exemption and the Department of 
Treasury is unable to supply information  
 



(Revised March 2013)                                                           12

because of privacy considerations, should we 
deny the exemption? 
 
If you are unable to verify that the property being 
claimed qualifies for a principal residence 
exemption; you should deny the claim. The 
taxpayer may appeal to the Residential/Small 
Claims Division of the Michigan Tax Tribunal. 
 
Chapter 11. Denial Appeals 
 
1. If my exemption is denied, may I appeal the 
decision? 
 
Yes. If the Department of Treasury denies your 
principal residence exemption, you may request an 
informal hearing with the Department of Treasury, 
Hearings Division within 35 days of the denial. If 
the Hearings Division upholds the denial, you may 
appeal to the Residential/Small Claims Division of 
the Michigan Tax Tribunal within 35 days of 
Treasury’s Final Decision. If the county or local 
unit denies your principal residence exemption, you 
may appeal to the Residential/Small Claims 
Division of the Michigan Tax Tribunal within 35 
days of the denial. 
 
2. May a local unit assessor or treasurer, or a 
county treasurer appeal a denial issued by the 
Department of Treasury on the taxpayer’s 
behalf? 
 
No. They may, however, submit written information 
supporting the claim on the owner’s behalf within 
35 calendar days of the date the denial is issued. 
The Department of Treasury will consider the 
submitted information, but it is not treated as an 
appeal. 
 
3. If an owner’s exemption is reinstated as the 
result of an appeal of a denial, how are refunds 
issued? 
 
The local or county treasurer in possession of the 
tax roll issues the refund. The refund will include 
any interest or penalty the owner paid on non-
principal residence taxes and is issued within 30 
days of the date notice is received. Refunds will not 
accrue interest. 
 

4. If I request a hearing from the Department of 
Treasury or the Michigan Tax Tribunal, does 
that extend the period of time in which I may 
pay my corrected tax bill with no penalty or 
interest? 
 
No. A request for hearing does not extend your 
payment period for any supplemental taxes. In 
addition, interest continues to accrue during the 
appeal process. 
 
5. What happens with land divisions that create 
parcels that end up with prior taxes due because 
of principal residence exemption errors? 
 
The owners should be re-billed using appropriate 
parcel identification numbers. 
 
Chapter 12. Board of Review 
 
1. What may be appealed to the Board of Review 
(BOR)? 
 
An owner who owned and occupied a principal 
residence on May 1 for taxes levied before January 
1, 2012 for which the exemption was not on the tax 
roll may file an appeal with the July board of 
review or December board of review in the year for 
which the exemption was claimed or the 
immediately succeeding 3 years. For taxes levied 
after December 31, 2011, an owner who owned and 
occupied a principal residence on June 1 or 
November 1 for which the exemption was not on 
the tax roll may file an appeal with the July board of 
review or December board of review in the year for 
which the exemption was claimed or the 
immediately succeeding 3 years. 
 
2. If I filed my affidavit timely, but my local 
government misplaced my form, may I appeal? 
 
Yes. You may appeal to the local Board of Review 
during the year of the claim or the next succeeding 
3 years. You may appeal by mail or in person by 
submitting a claim for exemption. (Example: A 
claim for exemption in 2010 may be appealed to the 
July or December Board of Review in any year 
from 2010 to 2013.) 
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3. If a property owner wishes to appeal to the 
December Board of Review, by what date must 
the local assessor’s office receive the appeal? 
 
The appeal must be received at least 5 days prior to 
the date the Board of Review is set to convene.  
 
Contact the local assessor’s office for date and 
times. 
 
4. May a township convene a Board of Review in 
July to consider principal residence exemption 
appeals when no summer tax is levied? 
 
In STC bulletin #15 of 1997, the State Tax 
Commission gave the following answer: At the July 
board of review, a local unit may consider appeals 
of principal residence exemptions and qualified 
agricultural property exemptions, which were not 
on the tax roll even if the unit does not have a 
summer tax. The State Tax Commission 
recommends that all assessing units hold a July 
board of review, even if there is no summer levy of 
local school operating taxes, if there is principal 
residence or qualified agricultural property 
exemption business. 
 
5. May the local assessor or Board of Review 
deny an existing principal residence exemption? 
 
Starting in 1995, if the local assessor has reason to 
believe that a principal residence exemption should 
not be granted, the assessor must either deny the 
exemption for the current year or provide the 
Department of Treasury with the reasons for denial 
so the Department of Treasury may formally deny 
the exemption. The Board of Review may not 
deny an existing principal residence exemption. 
However, claims for principal residence exemption 
that are not on the tax roll (new claims) and have 
not previously been denied may be appealed to the 
Board of Review. 
 
6. May the assessor appeal to the July or 
December Board of Review without an affidavit 
from the owner? 
 
An appeal to the July or December Board of 
Review may be done in person or in writing. 
However, to appeal to the board for a principal 

residence exemption, the owner must complete and 
submit Form 2368, Principal Residence Exemption 
Affidavit. If the assessor has an affidavit which was 
not posted to the tax roll in either the current year or 
3 preceding years, it may be presented to the July or 
December Board of Review as a written appeal. 
 
7. A taxpayer inquires at the local assessor’s 
office as to why they did not receive their 2000 
principal residence exemption. Upon 
researching, the assessor finds out that he was 
supposed to take the request to the December 
2003 Board of Review, but did not. What can the 
local assessor do to correct the error or 
omission? 
 
There is no legislation that would allow anything to 
be done for the 2000 tax year. Principal residence 
exemptions may not be taken to the Board of 
Review as an error or omission. 
 
8. Can principal residence exemption issues be 
addressed at the March Board of Review? 
 
No. Principal residence exemption issues can only 
be addressed at the July and December Boards of 
Review. 
 
9. If the owner disagrees with the decision of the 
Board of Review to deny a principal residence 
exemption claim that was not on the tax roll, 
does the owner have any further avenues for 
appeal? 
 
The owner has the right to appeal the decision of 
the Board of Review to the Department of Treasury 
within 35 days of the board’s decision. 
 
Chapter 13. Corrective Billing Procedures 
 
1. How can the county treasurer prove the 
taxpayer received the supplemental tax bill to 
start counting the 60 days in which the taxpayer 
may pay with no additional interest? 
 
There is a premise that if a bill is placed in the 
United States Postal System, the bill was received. 
If the supplemental tax bill was mailed to the last 
known address used to mail the taxpayer’s property 
tax bills, then the burden of proof is on the taxpayer 
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to prove that the supplemental tax bill was not 
received. Generally, the Department of Treasury 
will allow a reasonable amount of time for delivery 
by mail. The 35 days to request an informal 
conference will begin on that date. Delays in United 
States mail delivery that is not the fault of a  
 
taxpayer will be allowed if substantiated by the 
taxpayer. Acceptable proof includes the date of the 
postmark on the envelope or proof that the denial 
notice was mailed to an address other than the last 
known address of the taxpayer at the time the denial 
notice was mailed. 
 
2. I purchased my home on May 16, 2011 and the 
Department of Treasury denied the seller’s 
exemption for 2010 and 2011 on June 13, 2011. 
Am I responsible for the additional taxes on my 
home? 
 
No. Under MCL 211.7cc, if the property has been 
transferred to a bona fide purchaser before 
additional taxes were billed to the seller as a result 
of the denial of a claim for exemption, the taxes, 
interest, and penalties shall not be a lien on the 
property and shall not be billed to the bona fide 
purchaser The local tax collecting unit in possession 
of the tax roll notifies the Department of Treasury 
who then assesses the owner who claimed the 
exemption for the tax, interest, and penalties 
accruing as a result of the denial of the claim for 
exemption In other words, the seller is responsible 
for all additional taxes, interest and penalties due 
for years up to and including the year of the sale if 
the purchaser is a bona fide purchaser. 
 
In order for the Department to bill the seller, the tax 
collecting unit in possession of the tax roll must 
submit a Request to Bill Seller Following a PRE 
Denial, Form 4816, which can be found at 
www.michigan.gov/PRE. 
 
3. Would a denial call for an immediate change 
of the tax roll, just as a Michigan Tax Tribunal 
order does? 
 
Yes. When a denial is issued, the assessor must 
immediately change the tax roll, unless the assessor 
is in possession of a valid claim filed by a 
subsequent owner. The local or county treasurer, 

depending on who has possession of the roll, must 
issue either a corrected or supplemental tax bill for 
the additional non-principal residence taxes within 
thirty days. See question #4 in this section for 
additional information. 
 
4. As the county treasurer, we were advised not 
to bill taxpayers based on the Department of 
Treasury’s denial listing without checking with 
the local assessor first. How do we know when to 
issue a supplemental tax bill? 
 
There are four instances where the tax should not be 
billed based on a Department of Treasury denial. 
This information should come from the local 
assessor or county equalization director. The four 
instances are: 
 
A. The assessor has received a timely filed claim 

for exemption from the buyer and the 
Department of Treasury is denying the seller. Or 
the assessor has received a timely filed claim 
from the seller and the Department of Treasury 
is denying the buyer. 

B. The name on the denial notice does not match 
the name on record for the owner indicating that 
the parcel number or revenue share code could 
be wrong. 

C. The principal residence exemption is being 
denied for property classified as agricultural and 
an exemption for qualified agricultural property 
has been claimed. 

D. The property has been transferred to a bona fide 
purchaser. 

 
There has to be communication between the local 
assessor, local treasurer, and county treasurer. The 
treasurers should verify information with the local 
assessor before issuing a corrected or supplemental 
tax bill as a result of a denial notice. If the 
Department of Treasury issued the denial notice, the 
county treasurer should submit a summary of the 
action taken (i.e.: date billed, amount billed, reasons 
for not billing, etc.) 
 
5. What information must be submitted to the 
Department of Treasury with a bona fide 
purchase? 
 
In order for the Department of Treasury to bill, 
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please submit a completed Request to Bill Seller 
Following a PRE Denial, Form 4816 and provide 
the relevant deeds and information requested on the 
Form 4816. The form can be found at 
www.michigan.gov/PRE. 
 
6. Would a Quit Claim Deed with a good sales 
price qualify as a bona fide purchase? 
 
Yes. The sale must be an arms length transaction 
for fair market value. 
 
7. The Department of Treasury has stated in the 
past that a quit claim deed did not qualify as a 
bona fide purchase. However, other state 
information said the criterion was “valuable 
consideration.” If a Quit Claim Deed included 
“valuable consideration”, or a considerable 
dollar amount, would that be considered a bona 
fide purchase? 
 
Yes, as long as the “valuable consideration” was 
equal to the fair market value of the property. 
 
8. How far back can a bona fide purchase be 
billed for non-principal residence exemption 
taxes? 
 
For all years denied. 
 
9. When the assessor notifies the county 
treasurer to bill the non-principal residence 
exemption tax, should the assessor provide the 
treasurer with the name of the purchaser? 
 

Assessors should notify the county treasurer to bill 
and give the applicable treasurer all available 
information. If it is a bona fide purchase, the 
required information should be included. 
 
10. When billings are issued, does each tax year 
need to stand alone or can the denial be in 2003 
and the tax bill be a combination of 2001, 2002 
and 2003? 
 
Taxes can be billed on the same bill, but they must 
be itemized. The taxpayer has the right to pay each 
year separately. 
 
 

Chapter 14. Administrative Issues 
 
1. Can counties that have opted to audit their 
own principal residence exemptions under MCL 
211.7cc(10) operate only from the leads provided 
by the Department of Treasury, or can they do 
their own research and investigations? 
 
Counties may use their own resources to investigate 
principal residence exemptions. 
 
2. Where do I find principal residence exemption 
forms? 
 
They are available at www.michigan.gov/PRE. 
 
3. Do county treasurers or county equalization 
directors have the authority to deny principal 
residence exemptions? 
 
Yes. Counties that have opted to audit their own 
principal residence exemptions have the authority to 
deny principal residence exemption claims for the 
current year and the three immediately preceding 
years. 
 
4. What action should be taken if an assessor 
discovers that a property was sold several years 
earlier and the exemption was erroneously 
carried forward? 
 
Deny the exemption if a valid affidavit is not on 
file. An exemption may be denied for the current 
year and up to three years prior. 
 
5. If a 2001 tax year is denied and billed in 2004, 
and the taxpayer does not remit payment prior 
to the March 1, 2005, when does it become 
delinquent? 
 
The tax bill becomes delinquent on March 1, 2005, 
the year after the tax bill was issued. 
 
6. When billing denials, should we also bill for 
the 1% local administration fee that would have 
been on the original tax bill? 
 
Yes. MCL 211.7cc does not effect the way other 
fees or penalties are billed. 
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7. If a county opted-in, do the local units within 
the county lose their ability to deny principal 
residence exemptions? 
 
No. Local units have the ability to deny principal 
residence exemptions whether or not their county 
opted-in. 
8. Can a county that has opted-in deny 
information regarding principal residence 
exemptions to local units? 
 
When counties elected to opt-in, they took on 
leadership in auditing principal residence 
exemptions in that county. Best results would be 
achieved with county and local officials working 
together. 
 
9. When a county opts-in, will the procedure for 
local units to gain confidential information be to 
contact the county? 
 
Yes. However, before the county can disclose 
confidential information, the Department of 
Treasury must have approved signed disclosure 
form(s) on file for the person making the request. 
 
10. If my county decides not to opt-in, how does 
that affect me as the local assessor? 
 
You will continue to audit the exemptions as before. 
 
11. Define confidential information, be specific. 
 
All information gained from income tax records, 
(e.g., mailing address, filing status, residence status, 
social security numbers, etc.). 
 
12. What is browsing? 
 
Browsing means to inspect confidential information 
obtained from tax records for purposes other than 
the administration of the principal residence 
exemption. 
 
13. Can principal residence exemption 
information be used to process other work 
within the office? 
 
No. 
 

14. Is there a procedure for notifying the 
Department of Treasury of employees that no 
longer need access to confidential information 
because of a change in duties, or because they 
are no longer employed by the local unit or 
county government? 
 
Provide a written statement to the Department of 
Treasury, Disclosure Officer, that the person is no 
longer an employee, or that the employee’s duties 
no longer include the need to access confidential 
information is sufficient. 
 
15. Would password protection for files be a 
sufficient safeguard in lieu of signed 
agreements? 
 
No. 
 
16. If an assessor calls the county treasurer’s 
office for information, how will the treasurer 
know if the assessor has signed the disclosure 
form? 
 
The State will maintain a database of signed 
disclosure agreements. 
 
Chapter 15. Other Questions 
 
1. How will the principal residence exemption 
affect my homestead property tax credit claim? 
 
This program is separate from the Homestead 
property tax credit claim (Form MI-1040CR or MI-
1040CR-2) filed with your state income tax return. 
Do not file the Principal Residence Exemption 
(PRE) Affidavit, Form 2368 with your state income 
tax return. The exemption affidavit must be filed 
with your township or city assessor so the property 
tax rolls can be adjusted properly. 
 
2. Is there an income limit for this exemption? 
 
No. 
 
3. On the bottom of the Principal Residence 
Exemption (PRE) Affidavit, Form 2368, and the 
Request to Rescind Principal Residence 
Exemption, Form 2602, is a question for the local  
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governments, “What is the first year you will 
post this exemption to the tax roll?” Do I enter 
the first year an exemption was claimed on that 
parcel of property by anyone, or the first year 
that particular taxpayer claimed an exemption 
for that property? 
 
Enter the first year an exemption was claimed for 
that parcel of property by the owner identified by 
the social security number on the form. 
 
4. If I file the Property Transfer Affidavit, Form 
2766 upon purchase of my home, must I also file 
Principal Residence Exemption (PRE) Affidavit, 
Form 2368? 
 
Yes, if it is your principal residence file both forms. 
If the Principal Residence Exemption (PRE) 
Affidavit, Form 2368 is not filed, you will not 
receive the exemption. Failure to file the transfer 
affidavit can result in a penalty of $5.00 a day up to 
$200.00, plus any additional delinquent tax due. 
 
5. May I list more than one parcel number on a 
Principal Residence Exemption (PRE) Affidavit, 
Form 2368? 
 
No. A separate form is required for each property. 
 
6. When a parcel is split, do taxpayers have to 
file a new Principal Residence Exemption (PRE) 
Affidavit, Form 2368? 
 
Yes. New property numbers are assigned when a 
parcel is split, or when a combination is done. If the 
parcel still qualifies as a principal residence, a new 
affidavit must be filed. If the old parcel number had 
a principal residence exemption, it must be 
rescinded. 
 
7. Does the Department of Treasury manually 
review all Principal Residence Exemption 
Affidavits received? 
 
No. The Department of Treasury mailroom staff 
receives the forms and forwards them to be data 
entered and then sent for storage. Principal 
Residence Exemption Unit personnel review only 
those forms that do not meet the audit criteria when 
data processed. 

How to contact the Principal Residence 
Exemption Unit: 
 
Michigan Department of Treasury 
Principal Residence Exemption Unit 
P.O. Box 30440 
Lansing, MI 48909 
(517) 373-1950 
 

www.michigan.gov/PRE 
 

These guidelines are published under Public Act 
237 of 1994, P.A. 105 and P.A. 247 of 2003. 
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