HOUSE BILL No. 4003
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HOUSE BILL No. 4003

January 27, 2005, Introduced by Rep. Caswell and referred to the Committee on Tax Policy.

A bill to anend 1893 PA 206, entitled
"The general property tax act,"”
by amendi ng sections 8 and 27 (MCL 211.8 and 211.27), section 8 as
amended by 2002 PA 620 and section 27 as anended by 2003 PA 274.

THE PECPLE OF THE STATE OF M CHI GAN ENACT:

Sec. 8. For the purposes of taxation, personal property
i ncludes all of the follow ng:

(a) Al goods, chattels, and effects within this state.

(b) Al goods, chattels, and effects belonging to inhabitants
of this state, |ocated —wthout— OQUTSIDE OF this state, except that
property actually and permanently invested in business in another
state shall not be incl uded.

(c) Al interests owned by individuals in real property, the
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fee title to which is in this state or the United States, except as
ot herwi se provided in this act.

(d) For taxes levied before January 1, 2003, buil dings and
i nprovenents | ocated upon | eased real property, except if the val ue
of the real property is also assessed to the | essee or owner of
t hose buil dings and i nprovenents. For taxes |levied after Decenber
31, 2002, buildings and inprovenents | ocated upon | eased rea
property, except buildings and inprovenents exenpt under section 9f
or inprovenents assessabl e under section 8(h), shall be assessed as
real property under section 2 to the owner of the buildings or
i nprovenents in the local tax collecting unit in which the
bui l dings or inprovenents are |located if the value of the buildings
or inprovenents is not otherw se included in the assessnent of the
real property. For taxes levied after Decenber 31, 2001, buil di ngs
and i nprovenents exenpt under section 9f or inprovenents assessable
under section 8(h) and |ocated on | eased real property shall be
assessed as personal property.

(e) Tombs or vaults built within any burial grounds and kept
for hire or rent, in whole or in part, and the stock of a
corporation or association owning the tonbs, vaults, or burial
gr ounds.

(f) Al other personal property not enunmerated in this section
and not especially exenpted by |aw

(g) The personal property of gas and coke conpani es, natural
gas conpanies, electric |light conpanies, waterworks conpani es,
hydraul i c conpani es, and pi pe |line conpanies transporting oil or

gas as public or common carriers, to be assessed in the |ocal tax
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collecting unit in which the personal property is |ocated. The

mai ns, pipes, supports, and wires of these companies, including the
supports and wire or other line used for comunication purposes in
the operation of those facilities, and the rights of way and the
easenents or other interests in real property by virtue of which
the mains, pipes, supports, and wires are erected and nmi nt ai ned,
shal | be assessed as personal property in the local tax collecting
unit where laid, placed, or located. Interests in underground rock
strata used for gas storage purposes, whether by |ease or ownership
separate fromthe surface of real property, shall be separately

val ued and assessed as personal property in the |ocal tax
collecting unit in which it is located to the person who holds the
interest. Interests in underground rock strata shall be reported as
personal property to the appropriate assessing officer for al
property descriptions included in the storage field in the |oca

tax collecting unit and a separate valuation shall be assessed for
each school district. The personal property of street railroad,

pl ank road, cable or electric railroad or transportation conpanies,
bri dge conpani es, and all other conpanies not required to pay a
specific tax to this state in lieu of all other taxes, shall

except as otherwise provided in this section, be assessed in the

| ocal tax collecting unit in which the property is |ocated, used,

or laid, and the track, road, or bridge of a conpany is considered
personal property. None of the property assessabl e as personal
property under this subdivision shall be affected by any assessnent
or tax levied on the real property through or over which the

personal property is laid, placed, or |ocated, nor shall any right

00034’ 05 FDD



© 00 N o o B~ wWw N P

N NN N N N NN PR P P P R R P R Rk
N~ o o0 A WN P O ©O 00N O O~ WDN P O

4

of way, easenent, or other interest in real property, assessable as
personal property under this subdivision, be extinguished or
otherwi se affected in case the real property subject to assessnent
is sold in the exercise of the taxing power.

(h) During the tenancy of a | essee, |easehold inprovenents and
structures installed and constructed on real property by the
| essee, provided and to the extent the inprovenents or structures
add to the true cash taxable value of the real property
notw t hstandi ng that the real property is encunbered by a | ease
agreenent, and the val ue added by the inprovenents or structures is
not ot herw se included in the assessnent of the real property or
not ot herw se assessabl e under subdivision (j). The cost of
| easehol d i nprovenents and structures on real property shall not be
the sole indicator of value. Leasehold inprovenents and structures
assessed under this subdivision shall be assessed to the | essee.

(1) Aleasehold estate received by a sublessor from which the
subl essor receives net rentals in excess of net rentals required to
be paid by the subl essor except to the extent that the excess
rentals are attributable to the installation and construction of
i nprovenents and structures assessed under subdivision (h) or (j)
or included in the assessnment of the real property. For purposes of
this act, a |leasehold estate is considered to be owned by the
| essee receiving additional net rentals. A lessee in possession is
required to provide the assessor with the nane and address of its
| essor. Taxes coll ected under this act on | easehol d estates shall
beconme a lien against the rentals paid by the subl essee to the

subl essor.
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(j) To the extent not assessed as real property, a | easehold
estate of a |lessee created by the difference between the incone
that woul d be received by the | essor fromthe | essee on the basis
of the present econom c incone of the property as defined and
al l oned by section 244y — 27(5), mnus the actual value to the
| essor under the | ease. This subdivision does not apply to property
if subject to a |lease entered into before January 1, 1984 for which
the terns of the | ease governing the rental rate or the tax
l[iability have not been renegotiated after Decenber 31, 1983. This
subdi vi sion does not apply to a nonprofit housing cooperative. As
used in this subdivision, "nonprofit cooperative housing
corporation” nmeans a nonprofit cooperative housing corporation that
i s engaged in providing housing services to its stockhol ders and
nmenbers and that does not pay dividends or interest upon stock or
menber ship i nvestnment but that does distribute all earnings to its
st ockhol ders or nenbers.

(k) For taxes levied after Decenmber 31, 2002, a trade fixture.

Sec. 27. (1) As used in this act, "true cash val ue" neans the
usual selling price at the place where the property to which the
termis applied is at the time of assessnment, being the price that
coul d be obtained for the property at private sale, and not at
auction sale except as otherwi se provided in this section, or at
forced sale. The usual selling price may include sales at public
auction held by a nongovernnental agency or person if those sales
have becone a common net hod of acquisition in the jurisdiction for
the class of property being valued. The usual selling price does

not include sales at public auction if the sale is part of a
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liquidation of the seller's assets in a bankruptcy proceeding or if
the seller is unable to use common marketing techniques to obtain
the usual selling price for the property. A sale or other
di sposition by this state or an agency or political subdivision of
this state of land acquired for delinquent taxes or an appraisal
made in connection with the sale or other disposition or the val ue
attributed to the property of regulated public utilities by a
government al regul atory agency for rate-naking purposes is not
controlling evidence of true cash value for assessnent purposes. In
determining the true cash value, the assessor shall also consider
t he advant ages and di sadvantages of |ocation; quality of soil;
zoni ng; existing use; present econom c inconme of structures,
including farmstructures; present economc incone of land if the
land is being farned or otherwi se put to income produci ng use;
guantity and val ue of standing tinber; water power and privil eges;
and mnes, mnerals, quarries, or other valuable deposits known to
be available in the land and their value. In determ ning the true
cash val ue of personal property owed by an electric utility
cooperative, the assessor shall consider the nunber of kil owatt
hours of electricity sold per mle of distribution line conpared to
t he average nunber of kilowatt hours of electricity sold per mle
of distribution line for all electric utilities.

(2) The assessor shall not consider the increase in true cash
value that is a result of expenditures for normal repairs,
repl acenent, and mai ntenance in determning the true cash val ue of
property for assessnent purposes until the property is sold. For

t he purpose of inplenenting this subsection, the assessor shall not
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i ncrease the construction quality classification or reduce the
ef fective age for depreciation purposes, except if the appraisal of
the property was erroneous before nonconsideration of the nornal
repair, replacenent, or maintenance, and shall not assign an
econonic condition factor to the property that differs fromthe
econonmic condition factor assigned to simlar properties as defined
by apprai sal procedures applied in the jurisdiction. The increase
in value attributable to the itenms included in subdivisions (a) to
(o) that is known to the assessor and excluded fromtrue cash val ue
shall be indicated on the assessnent roll. This subsection applies
only to residential property. The followi ng repairs are considered
normal mai ntenance if they are not part of a structural addition or
conpl eti on:

(a) CQutside painting.

(b) Repairing or replacing siding, roof, porches, steps,
si dewal ks, or drives.

(c) Repainting, repairing, or replacing existing masonry.

(d) Repl aci ng awni ngs.

(e) Adding or replacing gutters and downspouts.

(f) Replacing stormw ndows or doors.

(g) Insulating or weatherstripping.

(h) Conplete rew ring.

(1) Replacing plunbing and |ight fixtures.

(j) Replacing a furnace with a new furnace of the sane type or
repl acing an oil or gas burner

(k) Repairing plaster, inside painting, or other redecorating.

() New ceiling, wall, or floor surfacing.
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(m Renoving partitions to enlarge roons.

(n) Replacing an automatic hot water heater.

(o) Replacing dated interior woodworKk.

(3) Acity or towship assessor, a county equalization
departnment, or the state tax comm ssion before utilizing rea
estate sales data on real property purchases, including purchases
by |l and contract, to determ ne assessnents or in making sales ratio
studies to assess property or equalize assessnents shall exclude
fromthe sales data the follow ng amounts all owed by subdi vi si ons
(a), (b), and (c) to the extent that the anmpbunts are included in
the real property purchase price and are so identified in the real
estate sales data or certified to the assessor as provided in
subdi vision (d):

(a) Amounts paid for obtaining financing of the purchase price
of the property or the | ast conveyance of the property.

(b) Amobunts attributable to personal property that were
i ncluded in the purchase price of the property in the | ast
conveyance of the property.

(c) Amounts paid for surveying the property pursuant to the
| ast conveyance of the property. The |l egislature may require | ocal
units of governnent, including school districts, to submt reports
of revenue | ost under subdivisions (a) and (b) and this subdivision
so that the state may rei nburse those units for that |ost revenue.

(d) The purchaser of real property, including a purchaser by
| and contract, may file with the assessor of the city or township
in which the property is |located 2 copies of the purchase agreenent

or of an affidavit that identifies the anount, if any, for each
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itemlisted in subdivisions (a) to (c). One copy shall be forwarded
by the assessor to the county equalization departnent. The
affidavit shall be prescribed by the state tax conm ssion.

(4) EXCEPT AS OTHERW SE PROVI DED IN THI' S SUBSECTI ON, PRI OR TO
UTI LI ZI NG SALES DATA ON REAL PROPERTY PURCHASES, | NCLUDI NG
PURCHASES BY LAND CONTRACT, | N MAKI NG SALES RATI O STUDI ES AND
APPRAI SALS TO ASSESS REAL PROPERTY CLASSI FI ED AS AGRI CULTURAL REAL
PROPERTY UNDER SECTION 34C, A CITY OR TOMSHI P ASSESSOR, A COUNTY
EQUALI ZATI ON DEPARTMENT, AND THE STATE TAX COW SSI ON SHALL EXCLUDE
FROM THE SALES DATA ALL SALES OF REAL PROPERTY CLASSI FI ED AS
AGRI CULTURAL REAL PROPERTY UNDER SECTI ON 34C FOR WHI CH AN AFFI DAVI T
HAS NOT BEEN FI LED UNDER SECTI ON 27A(7) (N) AND THE SALE IS NOT
REPRESENTATI VE OF THE CLASS.

(5) —4)— As used in subsection (1), "present econom c
i ncome"” neans for |eased or rented property the ordi nary, general,
and usual economc return realized fromthe | ease or rental of
property negotiated under current, contenporary conditions between
parties equally know edgeable and famliar with real estate val ues.
The actual income generated by the | ease or rental of property is
not the controlling indicator of its true cash value in all cases.
Thi s subsection does not apply to property subject to a | ease
entered into before January 1, 1984 for which the terns of the
| ease governing the rental rate or tax liability have not been
renegoti ated after Decenber 31, 1983. This subsection does not
apply to a nonprofit housing cooperative subject to regulatory
agreenents between the state or federal governnent entered into

before January 1, 1984. As used in this subsection, "nonprofit
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cooperative housing corporation” nmeans a nonprofit cooperative
housi ng corporation that is engaged in providi ng housi ng services
to its stockhol ders and nenbers and that does not pay dividends or
i nterest upon stock or nenbership investnent but that does
distribute all earnings to its stockhol ders or mnenbers.

(6) —5)— Beginning Decenber 31, 1994, the purchase price
paid in a transfer of property is not the presunptive true cash
val ue of the property transferred. In determning the true cash
val ue of transferred property, an assessing officer shall assess
that property using the sane valuation nethod used to val ue al
ot her property of that same classification in the assessing
jurisdiction. As used in this subsection, "purchase price" neans
the total consideration agreed to in an arns-length transacti on and
not at a forced sale paid by the purchaser of the property, stated
in dollars, whether or not paid in dollars.

(7) —6)— For purposes of a statenment subm tted under section
19, the true cash value of a standard tool is the net book val ue of
that standard tool as of Decenber 31 in each tax year as determ ned
usi ng generally accepted accounting principles in a manner
consistent with the established depreciation nmethod used by the
person submtting that statenent. The net book val ue of a standard
tool for federal inconme tax purposes is not the presunptive true
cash value of that standard tool. As used in this subsection

"standard tool" nmeans that termas defined in section 9b
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