s | N
L egisative Analysis Fl.h;mAL

Mary Ann Cleary, Director

NO POP-UP FOR TRANSFER OF PROPERTY Phone: (517) 373-8080
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House Bill 4515

Sponsor: Rep. Ray A. Franz
Committee: Tax Policy

Completeto 1-31-12
A SUMMARY OF HOUSE BILL 4515 ASINTRODUCED 4-12-11

The bill would specify that when real property is transferred to a person related by blood
or affinity to the third degree, and the use of the property does not change following the
transfer, the transfer would not constitute a transfer of ownership for purposes of the
recal culation of taxable value (or assessment cap "pop-up”). The bill is an amendment to
the General Property Tax Act (MCL 211.27a). As written, it applies to transfers
beginning December 31, 2011.

If, however, the real property is subsequently transferred to a person not so related within
seven years, a transfer for recalculation purposes would be considered to have occurred
as of the date of the original transfer and a corrected tax bill would be issued for each tax
year being adjusted.

If the owner pays the corrected tax bill within 30 days after it is issued, then the owner
would not be liable for any penalty or interest on the additional tax. If payment is made
later than 30 days, the owner would be liable for penalties and interest from the date the
taxes were originally levied.

The term "transfer of ownership” is a relevant term under the General Property Tax Act
because of its application to the cap, or limit, on property assessments. Under Michigan
law, the taxable value of aparcel of property cannot increase from one year to the next by
more than the rate of inflation or five percent, whichever isless. However, when thereis
a transfer of ownership, the assessment of a parcel "pops up" to 50% of market value.
That is, the taxable value is "uncapped" and the cumulative benefit of the cap falls away.
(In other words, new owners pay more in property taxes than longtime owners for
equivalent property.) The act defines when a transfer of ownership has occurred for the
purpose of re-setting the assessment based on market value.

The act aready exempts from the definition of transfer of ownership, the transfer of
property from one spouse to another or from a decedent to a surviving spouse. Under
House Bill 4515, the exemption would apply to any transfer of real property to a person
related by blood or affinity to the third degree, as long as the use of the property does not
change following the transfer.
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[Note: A third degree blood relation would include: spouse, children, parents; brothers,
sisters, half-brothers, half-sisters, grandchildren, grandparents; uncles, aunts, nephews,
nieces, great grandparents, great grandchildren. A third degree affinity relation would
include: stepchildren, stepparents, mother-in-law, father-in-law; stepbrothers, stepsisters,
brothers-in-law, sisters-in-law, step grandchildren, stepgrandparents; step uncles and
aunts, step nephews and nieces, step great grandparents, and step grandchildren.]

FISCAL IMPACT:

As written, the bill would result in an indeterminate loss of revenue to state and local
government. Because the number of affected properties, the respective taxable values,
and the corresponding millage rates are not known, afiscal impact cannot be determined.

Legidlative Analyst: Chris Couch
Fiscal Anayst: Jim Stansell

m This analysis was prepared by nonpartisan House staff for use by House members in their deliberations, and does
not constitute an official statement of legislative intent.
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