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HOUSE BILL No. 5072
August 1, 1991, Introduced by Reps. Jondahl, O'Neill, Brown, Scott, 

DeMars and Perry Bullard and referred to the Committee on Taxation.

A  bill to a m e n d  s e c t i o n  27 of Act No. 206 of the P u b l i c  A c t s  

of 1893, e n t i t l e d  as a m e n d e d  

"The g e n e r a l  p r o p e r t y  tax act,"

as a m e n d e d  by Ac t  No. 283 of the P u b l i c  Ac t s  of 1989, b e i n g  s e c ­

t i o n  211.27  of the M i c h i g a n  C o m p i l e d  Laws.

T H E  P E O P L E  O F  T H E  S T A T E  O F  M I C H I G A N  ENACT:

1 S e c t i o n  1. S e c t i o n  27 of Ac t  No. 206 of the P u b l i c  A c t s  of

2 1893, as a m e n d e d  by Act No. 283 of the P u b l i c  A c t s  of 1989, b e i n g

3 s e c t i o n  211.27 of the M i c h i g a n  C o m p i l e d  Laws, is a m e n d e d  to. read

4 as follows:

5 ,Sec. 27. (1) As used in this act, "cash value" m e a n s  the

6 u s u a l  s e l l i n g  pr i c e  at the pl a c e  w h e r e  the p r o p e r t y  to w h i c h  the

7 t e r m  is a p p l i e d  is at the time of a ssessment, be i n g  the p r i c e  -

8 that co u l d  be o b t a i n e d  for the p r o p e r t y  at p r i v a t e  sale, an d  not 

9. at .auction Sale except as o t h e r w i s e  p r o v i d e d  in this section, or
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1 at, f o r c e d  sale. The usual s e lling p r i c e  m a y  i n clude s ales at

2 p u b l i c  a u c t i o n  h e l d  by a n o n g o v e r n m e n t a l  a g e n c y  or p e r s o n  w h e n

3 t h o s e  s ales h a v e  be c o m e  a c o m m o n  m e t h o d  of a c q u i s i t i o n  in the

4 j u r i s d i c t i o n  for the class of p r o p e r t y  be i n g  valued. The us u a l

5 s e l l i n g  p r i c e  does not i n clude sales at p u b l i c  a u c t i o n  w h e r e  the

6 sa l e  is part of a l i q u i d a t i o n  of the s e l l e r ' s  a s s e t s  in a b a n k -

7 r u p t c y  p r o c e e d i n g  or w h e r e  the seller is u n a b l e  to use c o m m o n

8 m a r k e t i n g  t e c h n i q u e s  to o b t a i n  the usual s e l l i n g  p r i c e  for the

9 p r o p e r t y .  A  sale or other d i s p o s i t i o n  by the st a t e  or an a g e n c y

10 or p o l i t i c a l  s u b d i v i s i o n  of the state of land a c q u i r e d  for d e l i n -

11 q u e n t  taxes or an a p p r a i s a l  m a d e  in c o n n e c t i o n  w i t h  the sa l e  or

12 o t h e r  d i s p o s i t i o n  O F  TH E  L A N D  or the va l u e  a t t r i b u t e d  to the

13 p r o p e r t y  of r e g u l a t e d  p u b l i c  u t i l i t i e s  by a g o v e r n m e n t a l  r e g u l a -

14 tory a g e n c y  for r a t e - m a k i n g  p u r p o s e s  shall not be c o n s i d e r e d  c o n -  

15- t r o l l i n g  e v i d e n c e  of true cash v alue for a s s e s s m e n t  p u r p o s e s .  In

16 d e t e r m i n i n g  the value, the ass e s s o r  shall al s o  c o n s i d e r  the

17 a d v a n t a g e s  an d  d i s a d v a n t a g e s  of location; q u a l i t y  of soil;

18 zoning; e x i s t i n g  use; p r e s e n t  e c o n o m i c  income of s t r u c t u r e s ,

19 i n c l u d i n g  f a r m  structures; p r e s e n t  e c o n o m i c  income of land if the

20 land is b e i n g  f a r m e d  or o t h e r w i s e  put to income p r o d u c i n g  use;

21 q u a n t i t y  a n d  va l u e  of s t a n d i n g  timber; water po w e r  and p r i v i -

22 leges; a n d  mines, minerals, quarries, or other v a l u a b l e  d e p o s i t s  

2 3’ k n o w n  to be a v a i l a b l e  in the land and their value.

24 (2) IN D E T E R M I N I N G  TH E  T R U E  C A S H  V A L U E  OF I M P R O V E D  O C C U P I E D

25 R E A L  P R O P E R T Y  T H A T  IS C L A S S I F I E D  AS I N D U S T R I A L  U N D E R  S E C T I O N  34C,

26 IF, D U E  T O  T H E  L A R G E  SIZE OR  S P E C I A L I Z E D  OR  S P E C I A L  P U R P O S E

27 N A T U R E  O F  T H E  IMPROVEMENTS, T H E R E  A R E  F E W  C O M P A R A B L E  P R O P E R T I E S

2
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1 O C C U P I E D  A T  T H E  T I M E  O F  P U R C H A S E  OR I N T E N D E D  TO  B E  O C C U P I E D  F O R f

2 T H E  S A M E  U S E  AS' THE C U R R E N T  US E  OF THE S U B J E C T  -PROPERTY- T H A T  -WERE

3 P U R C H A S E D  IN A N  A R M ' S  L E N G T H  T R A N S A C T I O N  F O R  TH E  SA M E  U S E  A S ; T H E !

4 C U R R E N T  U S E  O F  TH E  S U B J E C T  P R O P E R T Y  OR  FOR A N  E Q U I V A L E N T  US E

5 O P E R A T I N G  IN A C C O R D A N C E  W I T H  TH E  S U B J E C T  PROPERTY' S FULL' G A P A B I L -

6 ITIES A N D  F U L L Y  U T I L I Z I N G  A L L  O F  T H E  SALE PROPERTY, T H E N  T H E  -

7 P R O P E R T Y  S H A L L  BE V A L U E D  AS IF SU I T E D  FOR T H E  C O N T I N U A T I O N  OF  T H E

8 C U R R E N T  U S E  O F  T H E  P R O P E R T Y  OR  A  H I G H E R  US E  A N D  AS IF T H E  P R O P -  .

9 E R T Y  W O U L D  BE P U R C H A S E D  BY A  H Y P O T H E T I C A L  B U Y E R  W H O  W O U L D  U S E  IT

10 F O R  T H E  C U R R E N T  U S E  OR  A H I G H E R  USE. IN A P P L Y I N G  T H I S  S U B S E C -

11 TION, A L L  OF  TH E  F O L L O W I N G  APPLY:

12 (A) IN A P P L Y I N G  T H E  SALES C O M P A R I S O N  A P P R O A C H  T O  V ALUE, A*

13 S A L E  IS N O T  C O N S I D E R E D  C O M P A R A B L E  U N L E S S  T H E  SALE O C C U R R E D  F O R

14 T H E  C O N T I N U A T I O N  OF TH E  SAME US E  AS THE C U R R E N T  U S E  O F  T H E

15 S U B J E C T  PROPERTY, FOR A N  E Q U I V A L E N T  U S E  O P E R A T I N G  IN A C C O R D A N C E

16 W I T H  T H E  S U B J E C T  P R O P E R T Y ' S  FULL C A P A B I L I T I E S  A N D  F U L L Y  U T I L I Z I N G

17 A L L  O F  T H E  SALE PROPERTY, O R  FOR A  H I G H E R  USE, A N D  1 OF  T H E  FO L -

18 L O W I N G  APPLIES:

19 (i ) T H E  SALE IN V O L V E D  A  P R O P E R T Y  O C C U P I E D  AT  T H E  T I M E  OF

20 P U R C H A S E  F O R  T H E  SAME U S E  AS T H E  C U R R E N T  U S E  OF^ T H E  S U B J E C T

21 P R O PERTY.

22 (ii) A F T E R  THE SALE, TH E  P R O P E R T Y  IS O C C U P I E D  A N D  O P E R A T E D

23 F O R  A  U S E  T H A T  IS R E Q U I R E D  FOR A  SALE TO BE C O N S I D E R E D 1 C O M P A R A B L E

24 U N D E R  T H I S  S U B D I V I S I O N  A N D  TH E  SALE IS F U L L Y  ADJUSTED* F O R  A L L

25 C O S T S  A N D  E X P E N S E S  N E C E S S A R Y  TO B R I N G  TH E  P R O P E R T Y  T O  F U L L  A N D  "

26 A C T U A L  O P E R A T I N G  USE. - . ,
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1 (B) ,IN A P P L Y I N G  TH E  C O S T  APPROACH., TO  V A L U E , THE' R E A L

2 P R O P E R T Y , U S E D  OR  A V A I L A B L E  FOR US E  BY, TH E  C U R R E N T  O C C U P A N T  SHALL, :

3 BE  P R E S U M E D  T O  H A V E  V A L U E  TO A  P R O S P E C T I V E  P U R C H A S E R  A T  L E A S T

4 E Q U A L  T O  T H E  V A L U E  TO  T H E  S E L L E R  OR  OCCUPANT.

5 (C) AS U S E D  IN THIS SUBSECTION: ;

6 (i) " H I G H E R  USE" M E A N S  A  U S E  T H A T  W O U L D  P R O D U C E  A  H I G H E R

7 V A L U E  T H A N  T H E  V A L U E  O F  T H E  S U B J E C T  P R O P E R T Y  FOR ITS C U R R E N T

8 USE.

9 (i i ) " A RM'S L E N G T H  T R A N S A C T I O N "  M E A N S  A  T R A N S A C T I O N  F R E E L Y

10 A R R I V E D  A T  IN T H E  O P E N  MARKET, U N A F F E C T E D  BY A B N O R M A L  P R E S S U R E  O R

11 BY T H E  A B S E N C E  OF  N O R M A L  C O M P E T I T I V E  NEGOTIA T I O N .

12 (3) - (3-)- The assessor, b e g i n n i n g  D e c e m b e r  31, 1976, sh a l l

13 not c o n s i d e r  the i n crease in true cash va l u e  that is a re s u l t  of

14 e x p e n d i t u r e s  for n ormal repairs, replacement, a n d  m a i n t e n a n c e

15 m a d e  or c o m p l e t e d  after D e c e m b e r  30, 1976 in d e t e r m i n i n g  the true

16 c a s h  v a l u e  of p r o p e r t y  for a s s e s s m e n t  p u r p o s e s  u n t i l  the p r o p e r t y

17 is sold. For the p u r p o s e  of i m p l e m e n t i n g  this s u b s e c t i o n ,  the

18 a s s e s s o r  s hall not i n c rease the c o n s t r u c t i o n  q u a l i t y  c l a s s i f i c a -

19 ti o n  or re d u c e  the e f f e c t i v e  age for d e p r e c i a t i o n  p u r p o s e s ,

20 e x c e p t  if the a p p r a i s a l  of the p r o p e r t y  was e r r o n e o u s  b e f o r e  n o n -

21 c o n s i d e r a t i o n  of the n o rmal repair, replacement, or m a i n t e n a n c e ,

22 a n d  sh a l l  not a s s i g n  an e c o n o m i c  c o n d i t i o n  factor to the p r o p e r t y

23 that -differs f r o m  the e c o n o m i c  c o n d i t i o n  factor a s s i g n e d  to .sirni-

24 lar properties' as d e f i n e d  by a p p r a i s a l  .procedures a p p l i e d  in r.the; i

25 j u r i s d i c t i o n ;  The i n c rease in va l u e  a t t r i b u t a b l e  <to .the it;ems;;, v

26 i n c l u d e d  in s u b d i v i s i o n s  (a) /to (o) that; is; k n o w n  t o . the . a s s e s s o r  -v~

27 a n d  excluded, f r o m  true cash v a l u e  shall be i n d i c a t e d  on the

4 t
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1 a s s e s s m e n t  roll-. This s u b s e c t i o n  shall a p p l y  o h l y  to r e s i d e n t i a l

2 p r o p e r t y .  T h e f o l l o w i n g  irepairs shall be c o n s i d e r e d  n o r m a l  ;m a i h - : ^

3 t e n a n c e  if they are not part of a s t r u c t u r a l  a d d i t i o n  or V;

4 c o m p l e t i o n :

5 (a) O u t s i d e  painting. I

6 (b) R e p a i r i n g  or r e p l acing siding, roof, porches, steps,

7 sid e w a l k s ,  and drives.

8 (c) R e p a i n t i n g ,  repairing, or r e p l a c i n g  e x i s t i n g  ma s o n r y .

9 (d) R e p l a c e m e n t  of awnings.

10 (e) A d d i n g  or r e p l a c i n g  g u t t e r s  and downsp o u t s .

11 (f) R e p l a c i n g  st o r m  w i n d o w s  or doors.

12 (g) I n s u l a t i o n  or w e a t h e r s t r i p p i n g .

13 (h) C o m p l e t e  rewiring.

14 (i) R e p l a c i n g  p l u m b i n g  and light fixtures.

15 (j) N e w  f u rnace rep l a c i n g  a f u rnace of the same type or

16 r e p l a c i n g  oil or gas burner.

17 (k) P l a s t e r  repairs, inside painting, or other

18 r e d e c o r a t i n g .

19 {1) N e w  ceiling, wall, or floor surfacing. ' '

20 (m) R e m o v i n g  p a r t i t i o n s  to e n l a r g e  rooms.

21 (n) R e p l a c i n g  a u t o m a t i c  hot water heater.

22 (o) R e p l a c i n g  d ated interior woodwork. "

23 .(4 ) ?.(3), ■ Be g i n n i n g  Dec e m b e r  31, 1978, a city ar t o w n s h i p

24 a s s e s s o r ,  -a c o u n t y  e q u a l i z a t i o n  d epartment, or t h e  s t a t e  tax co m -

25 m i s s i o n  -before u t i l i z i n g  real es t a t e  sales data oil real p r o p erty'

26 p u r c h a s e s ^ i n c l u d i n g  p u r c h a s e s  by land contract, for the p u r p o s e ,

27 of d e t e r m i n i n g  a s s e s s m e n t s  ior:in m a k i n g  sales ratio s t u d i e s  for  ̂ V

5
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1 the p u r p o s e  of .assessing or e q u a l i z i n g  a s s e s s m e n t s  shall e x c l u d e

2 f r o m  t h e . s a l e s .da t a  the f o l l o w i n g  a m o u n t s  a l l o w e d  by s u b d i v i s i o n s

3 (a), (b), an d  (c) to the extent that the a m o u n t s  are i n c l u d e d  in

4 the real p r o p e r t y  p u r c h a s e  p r i c e  and are so i d e n t i f i e d  in the

5 real e s t a t e  sales data or c e r t i f i e d  to the a s s e s s o r  as p r o v i d e d  

. 6 in s u b d i v i s i o n  (d):

,7 (a) A m o u n t s  p a i d  for o b t a i n i n g  f i n a n c i n g  of the p u r c h a s e

8 p r i c e  of the p r o p e r t y  or the last c o n v e y a n c e  of the p r o p e r t y .

' 9 (b) A m o u n t s  a t t r i b u t a b l e  to p e r s o n a l  p r o p e r t y  w h i c h T H A T

10 w e r e  i n c l u d e d  in the p u r c h a s e  p r i c e  of the p r o p e r t y  in the last

11 c o n v e y a n c e  of the property.

12 t - (c) A m o u n t s  p a i d  for s u r v e y i n g  the p r o p e r t y  p u r s u a n t  to the

13 last c o n v e y a n c e  of the property. The l e g i s l a t u r e  m a y  r e q u i r e

14 lo c a l  u n i t s  of gov e r n m e n t ,  i n c l u d i n g  school d i s t r i c t s ,  to s u b m i t

15 r e p o r t s  of r e v e n u e  lost under s u b d i v i s i o n s  (a) and (b) a n d  this

16 s u b d i v i s i o n  so that the state m a y  r e i m b u r s e  those u n i t s  for that

17 lost revenue.

18 (d) T h e  p u r c h a s e r  of real property, i n c l u d i n g  a p u r c h a s e r  by 

1,9 la n d  c o n tract, m a y  file wi t h  the a s s e s s o r  of the ci t y  or t o w n s h i p

20 in w h i c h  the p r o p e r t y  is loc a t e d  2 c opies of the p u r c h a s e  a g r e e -

21 m e n t  or of an a f f i d a v i t  w h i c h T H A T  shall i d e n t i f y  the amount,

22 if any, for ea c h  item l isted in s u b d i v i s i o n s  (a) to (c). On e

23 c o p y  s hall be f o r w a r d e d  by the ass e s s o r  to the c o u n t y  e q u a l i z a -

24 ti o n  d e p a r t m e n t .  The a f f i d a v i t  shall be p r e s c r i b e d  by the s t a t e

25 tax c o m m i s s i o n .

26 (5) f-4-)- As used in s u b s e c t i o n  (1), "present e c o n o m i c

27 income" m e a n s  in the case of l eased or rented p r o p e r t y  the

6
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1 o r d i n a r y ,  general, and usual e c o n o m i c  r eturn r e a l i z e d  f r o m  the :

2 l e a s e  or rental of p r o p e r t y  n e g o t i a t e d  under current, c o n t e m p o -

3 rary c o n d i t i o n s  b e t w e e n  p a r t i e s  e q u a l l y  knowledgeable: a n d ,f a m i l -  :

4 iar w i t h  real e s t a t e  values. The a c t u a l  i n c o m e . g e n e r a t e d  by.the:

5 l e a s e  or r ental of p r o p e r t y  shall not be the c o n t r o l l i n g  indi-  ̂ *. ^

6 ca t o r  of its ca s h  value in all cases. T h i s  s u b s e c t i o n  shall

7 D O E S  not a p p l y  to p r o p e r t y  -wh en- s u bject to a l ease e n t e r e d  into

8 p r io r to B E F O R E  J a n u a r y  1, 1984 for w h i c h  the terms of the

9 l e a s e  g o v e r n i n g  the rental rate or tax l i a b i l i t y  h a v e  not b e e n

10 r e n e g o t i a t e d  after Dec e m b e r  31, 1983. This s u b s e c t i o n  sha 1-1-

11 D O E S  not a p p l y  to a n o n p r o f i t  h o u s i n g  c o o p e r a t i v e  w h e n subject:

12 to r e g u l a t o r y  a g r e e m e n t s  b e t w e e n  the state or f e d e r a l  g o v e r n m e n t

13 e n t e r e d  into p r ior -to B E F O R E  J a n u a r y  1, 1984. As u s e d  in this

14 sub s e c t i o n ,  " nonprofit c o o p e r a t i v e  h o u s i n g  c o r p o r a t i o n "  m e a n s  a

15 n o n p r o f i t  c o o p e r a t i v e  h o u s i n g  c o r p o r a t i o n  w h i ch T H A T  is e n g a g e d

16 in p r o v i d i n g  h o u s i n g  s e r v i c e s  to its s t o c k h o l d e r s  a n d  m e m b e r s  a n d

17 w h i ch  ■ T H A T  does not p a y  d i v i d e n d s  or i n terest up o n  st o c k  or

18 m e m b e r s h i p  i n v e s t m e n t  but w h i c h  does d i s t r i b u t e  all e a r n i n g s  to

19 its s t o c k h o l d e r s  or members.

20 (6) IN E S T A B L I S H I N G  TH E  T R U E  C A S H  V A L U E  O F  P R O P E R T Y  C L A S S I -

21 F I E D  A S  I N D U S T R I A L  U N D E R  S E C T I O N  34C, A  M O D E L  O R  S I M I L A R  T Y P E

22 R E P L A C E M E N T  F A C I L I T Y  U S E D  IN W H O L E  OR  IN P A R T  T O  E S T A B L I S H  F U N C -  >

23 T I O N A L  O B S O L E S C E N C E  SHALL INCLUDE, BUT NO T  BE L I M I T E D  TO, A L L  O F

24 T H E  F OLLOWING:

25 (A) T H E  C O S T S  OF, I N C L U D I N G  BUT N O T  L I M I T E D  TO, A L L  I N V O L V E D

26 LAND, L A N D  IMPROVEMENTS, A N D  R E A L  P R O P E R T Y  I M P R OVEMENTS,

27 I N C L U D I N G  P R O C E S S  P O W E R  A N D  WIRING.
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1 ( B ) : A -DESCRIPTION OF THE, PRODUCTIVE ; PROCES S. INVOLVED,/< .
2 INCLINING THE;. CAPACITY.
3 -(.C) THE. TIME. INVOLVED TO; BRING; THE-.MODEIi- TQ: ACXUAL. .OPERATING
4 COMPLETION.
5 (D) IP NOT LOCATED ON THE REAL PROPERTY PARCEL UNDER APPEAL,
6 INFORMATION THAT ESTABLISHES WHERE ALL OF THE SPECIFIC REQUIRE-
7 MENTS OF THE REPLACEMENT MODEL OR FACILITY COULD BE ACCOMMODATED
8 ON A SINGLE SITE.
9 (E) THE CLAIMED OPERATING EXPENSE ADVANTAGES AND THE OPERAT-
10 ING EXPENSE DISADVANTAGES, WHEN COMPARED WITH THE SUBJECT
11 PROPERTY.
12 (F) ANY OTHER DETAIL THAT PERMITS ALL OF THE FOLLOWING:
13 (i) INDEPENDENT ANALYSIS AND CONCLUSIONS CONCERNING THE COST
14 OF CONSTRUCTION, TIME NECESSARY FOR COMPLETION, AND COST, IN
15 LIGHT OF AVAILABILITY AND OTHER FACTORS, OF EQUIPMENT, LABOR, AND
16 OTHER REQUISITES TO OPERATION AND USE.
17 (ii) EVALUATION OF THE MODEL, GIVEN ITS COSTS AND OTHER FAC-
18 TORS, AS A REALISTIC SUBSTITUTE FOR THE PROPERTY UNDER APPEAL.
19 (Hi) INDEPENDENT ANALYSIS AND CONCLUSIONS CONCERNING THE
20 CLAIMED LOCATIONAL, OPERATING, AND OTHER COMPARATIVE ADVANTAGES
21 AND DISADVANTAGES.
22 (7) IF A TAXPAYER CHALLENGES THE TRUE CASH VALUE OF REAL
23 PROPERTY CLASSIFIED AS INDUSTRIAL UNDER SECTION 34C AND INTENDS 
24- TO RELY IN WHOLE OR.IN PART UPON A MODEL OR SIMILAR TYPE REPLACE-
25 MENT FACILITY TO ESTABLISH FUNCTIONAL OBSOLESCENCE, IN ESTABLISH-
26 ING THE TRUE CASH VALUE OF PERSONAL PROPERTY LOCATED ON OR USED
27 IN CONJUNCTION WITH THE REAL PROPERTY SUBJECT TO APPEAL, THE
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1 ASSESSOR SHALL CONSIDER THE COST OF ACQUIRING f INSTALLING, AND
2 MAKING OPERATIVE THE PERSONAL PROPERTY IN THE MODEL FACILITY NEC-
3 ESSARY TO REPLACE THE PERSONAL PROPERTY IN THE SUBJECT FACILITY
4 TO BRING THE MODEL TO ACTUAL OPERATING COMPLETION.
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