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HOUSE BILL No. 5244

November 4, 2003, Introduced by Reps. Middaugh, Woronchak, Nofs, Huizenga, Hune,
Caswell, Bisbee, Nitz, Gaffney, Shulman, Wenke, Laloy, Milosch, Vander Veen, Shaffer,
Tabor, Shackleton, Palmer, Ehardt, Sheen, Kooiman, Stahl, Hoogendyk, Casperson,
Richardville, Julian, Palsrok, VVoorhees, Newell, Farhat, Pastor and Steil and referred to the
Committee on Commerce.

A bill to anend 1893 PA 206, entitled
"The general property tax act,"
by amendi ng section 9b and 27 (MCL 211.9b and 211.27), section 9b
as anmended by 1994 PA 189 and section 27 as anended by 2002 PA
744,

THE PECPLE OF THE STATE OF M CHI GAN ENACT:

Sec. 9b. (1) -AH—speecialtools—are— Except as ot herw se

provi ded in subsection (2), a special tool is exenpt from

—taxationh— the collection of taxes under this act.

(2) 3)—Speecialtools—are— A special tool is not exenpt from

04759' 03 FDD

¢S "ON 111d 4SNOH



1

© 00 N o o0~ W DN

N NN N N N NN R R RP R R B R B R
N~ o OO~ W N P O © 0 N oo 00~ W N B O

2
—taxat+en— the collection of taxes under this act if the value of
t he special —teels— tool is included in the valuation of
i nventory produced for sale.

(3) As used in this section:

(a) "Special tool" neans a finished or unfinished device that
is used or is being prepared for use to produce a product or
nodel for which that device is designed, and that is of such a
speci alized nature that the device's utility will cease to the
owner or user if the product or nodel is discontinued. Wether
or not a device is a special tool shall be determ ned w thout
regard to the device's actual economc life or useful life or the
product's or nodel's life in the marketplace. Special too
includes, but is not limted to, a die, jig, fixture, nold,
pattern, or special gauge. Special tool does not include a
standard t ool

(b) "Standard tool" nmeans a die, jig, fixture, nold, pattern
gauge, or other tool that is not a special tool.

(c) "Uility will cease" neans that if a product or nodel is
di sconti nued, a special tool cannot be used wi thout nodification
to produce a different product or nodel, notw thstanding any
benefit fromincidental use, such as the production of
repl acenent parts for the original product or nodel.

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 tine of assessnent, being the price
that could be obtained for the property at private sale, and not

at auction sale except as otherwi se provided in this section, or

04759' 03 FDD



© 00 N o o0~ W N PP

N NN N N N NN R R P R R B R B R
N~ o 00 A W N RBP O © 0 N O O~ W N RB O

3
at forced sale. The usual selling price may include sal es at
public auction held by a nongovernnmental agency or person if
t hose sal es have becone a conmon nethod of acquisition in the
jurisdiction for the class of property being valued. The usua
selling price does not include sales at public auction if the
sale is part of a liquidation of the seller's assets in a
bankruptcy proceeding or if the seller is unable to use conmon
mar ket i ng techniques to obtain the usual selling price for the
property. A sale or other disposition by this state or an agency
or political subdivision of this state of |and acquired for
del i nquent taxes or an apprai sal made in connection with the sale
or other disposition or the value attributed to the property of
regulated public utilities by a governnental regulatory agency
for rate-making purposes is not controlling evidence of true cash
val ue for assessnent purposes. In determning the true cash
val ue, the assessor shall also consider the advantages and
di sadvant ages of | ocation; quality of soil; zoning; existing use;
present econom c incone of structures, including farm structures;
present econom c income of land if the land is being farned or
ot herwi se put to income producing use; quantity and val ue of
standi ng tinber; water power and privileges; and mnes, mnerals,
guarries, or other valuable deposits known to be available in the
land and their value. 1In determning the true cash val ue of
personal property owned by an electric utility cooperative, the
assessor shall consider the nunmber of kilowatt hours of
electricity sold per mle of distribution |ine conpared to the

average nunber of kilowatt hours of electricity sold per mle of

04759' 03 FDD



© 00 N o o0~ W N PP

N NN NN R P R R R R R R R R
A W N P O © 0O N o 00 M W N B O

25
26
27

4
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 maintenance in determning the true cash val ue
of property for assessnent purposes until the property is sold.
For the purpose of inplenmenting this subsection, the assessor
shall not increase the construction quality classification or
reduce the effective age for depreciation purposes, except if the
apprai sal of the property was erroneous before nonconsideration
of the normal repair, replacenent, or naintenance, and shall not
assign an econonic condition factor to the property that differs
fromthe economc condition factor assigned to simlar properties
as defined by appraisal procedures applied in the jurisdiction.
The increase in value attributable to the itens included in
subdivisions (a) to (o) that is known to the assessor and
excluded fromtrue cash value shall be indicated on the
assessnent roll. This subsection applies only to residentia
property. The follow ng repairs are consi dered normal
mai ntenance if they are not part of a structural addition or
conpl eti on:

(a) Qutside 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.
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(g) Insulating or weatherstripping.

(h) Conplete rew ring.

(i) Replacing plunbing and Iight fixtures.

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

(k) Repairing plaster, inside painting, or other
redecorati ng.

() New ceiling, wall, or floor surfacing.

(m Renoving partitions to enlarge roons.

(n) Replacing an automatic hot water heater

(o) Replacing dated interior woodworKk.

(3) Acity or township assessor, a county equalization
departnent, or the state tax conmm ssion before utilizing rea
estate sales data on real property purchases, including purchases
by |l and contract, to determ ne assessnments or in making sal es
ratio studies to assess property or equalize assessnents shal
exclude fromthe sales data the foll owi ng amounts al |l owed by
subdivisions (a), (b), and (c) to the extent that the anobunts 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 subdivision (d):

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

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

(c) Amobunts paid for surveying the property pursuant to the
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| ast conveyance of the property. The legislature nay require
| ocal units of governnment, including school districts, to submt
reports of revenue |ost under subdivisions (a) and (b) and this
subdi vision 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 |ocated 2 copies of the purchase
agreenent or of an affidavit that identifies the amount, if any,
for each itemlisted in subdivisions (a) to (c). One copy shal
be forwarded by the assessor to the county equalization
departnment. The affidavit shall be prescribed by the state tax
conmi ssi on.

(4) As used in subsection (1), "present econom c incomnme"
means for |eased or rented property the ordinary, general, and
usual economc return realized fromthe | ease or rental of
property negotiated under current, contenporary conditions
bet ween parties equally know edgeable and famliar with rea
estate values. The actual inconme generated by the | ease or
rental of property is not the controlling indicator of its true
cash value in all cases. This 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 renegotiated after Decenmber 31, 1983.
Thi s subsection does not apply to a nonprofit housing cooperative
subj ect to regul atory agreenents between the state or federal

governnment entered into before January 1, 1984. As used in this
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subsection, "nonprofit cooperative housing corporation” nmeans a
nonprofit cooperative housing corporation that is engaged in
provi di ng housing services to its stockhol ders and nmenbers and
t hat does not pay dividends or interest upon stock or menbership
i nvestment but that does distribute all earnings to its
st ockhol ders or nenbers.

(5) Begi nning 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 same val uation method used to value all other
property of that sane classification in the assessing
jurisdiction. As used in this subsection, "purchase price" neans
the total consideration agreed to in an arns-length transaction
and not at a forced sale paid by the purchaser of the property,
stated in dollars, whether or not paid in dollars.

(6) For purposes of a statenent submtted 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 using generally accepted accounting principles in a
manner consi stent with the established depreciation nethod used
by the person submitting that statenent. The net book val ue of a
standard tool for federal incone tax purposes is not the
presunptive true cash value of that standard tool. As used in
t his subsection, "standard tool"™ means that termas defined in

section 9b.

04759' 03 Fi nal Page FDD



