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Background Information

Note: The Property Tax Division of the
Michigan Department of Treasury and the
State Tax Commission are not authorized to
issue legal opinions. Therefore, the comments
in this publication are not to be considered as
such, but rather as statements of fact as the
State Tax Commission and the Property Tax
Division believe them to be.

Note: The State Tax Commission has issued
several bulletins pertaining to transfer of
ownership and taxable value uncapping
issues. The reader is directed to these
bulletins for additional information
regarding

transfer of ownership and taxable value

uncapping matters:
Bulletin No. 16 of 1995

Bulletin No. 8 of 1996
Bulletin No. 3 of 1997
Bulletin No. 10 of 2000

Bulletin No. 16 of 1995 addresses the
implementation of the uncapping of an
individual property's taxable value for a
transfer of ownership when the assessor is
aware of the transfer prior to the
adjournment of the March Board of Review.
Bulletin No. 8 of 1996 addresses procedures
to

use when a transfer of ownership is
discovered after the close of the March Board
of Review. A portion of Bulletin No. 3 of 1997
constitutes a supplement to Bulletin No. 16
of

1995. Another portion of Bulletin No. 3 of
1997 covers changes to the prescribed
treatment of delayed uncapping situations
and constitutes a supplement to Bulletin No. 8
of 1996. Bulletin No. 10 of 2000 (issued in
preliminary draft form) addresses the
transfer of ownership exemption for
qualified

agricultural property allowed by Public Act
260 of 2000. Bulletin No. 10 of 2000
constitutes another supplement to Bulletin

No.
16/8¥h1 993001

Why is a transfer of ownership important
with regard to property taxes?

A transfer of ownership is important with
regard

to property taxes since, in accordance with the
Michigan Constitution as amended by Proposal
A of 1994 and Michigan statutes, a transfer of
ownership as defined by law results in the
taxable value of the transferred property being
uncapped in the year following the transfer of
ownership.

What is meant by "taxable value"?

Taxable value is the value used to calculate the
property taxes for a property. In general, the
taxable value multiplied by the appropriate
millage rate yields the property taxes for a

property.

What is meant by “"taxable value
uncapping"?

Except for additions and losses to a property,
annual increases in the property's taxable value
are limited to 5 percent or the rate of inflation,
whichever is less. However, in the year
following a statutory transfer of ownership, this
limitation is eliminated and the property's
taxable value is set at 50 percent of the
property's true cash value (i.e, the state
equalized value). This is what is meant by
"taxable value uncapping".

Note: A property's true cash value may not be
the same as its sale price for a variety of
reasons. An assessor must determine the true
cash value of a property which has sold in the
same manner that the assessor determines the
true cash values of properties which have not
sold. Therefore, an assessor may not
automatically set an assessed value or a
taxable value at half of a property's selling
price. "Following sales" as discussed in State
Tax Commission Bulletin No. 19 of 1997 is
illegal and unconstitutional.
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« Can an assessor disregard a statutory
transfer of ownership (i.e., can an assessor
decide not to uncap a property's taxable
value in the year following a transfer of
ownership)?

No. By statute an assessor must uncap a
property's taxable value in the year
following

a transfer of ownership of that property.

- When did transfers of ownership start?

Statutory transfers of ownership started
January 1, 1995. Prior to that day no
transfers of ownership were possible for
purposes of taxable value uncapping.

Transfer of Ownership Definitions

- Whatis a transfer of ownership?

Michigan statute provides a general
definition of what constitutes a transfer of
ownership for taxable value uncapping
purposes. Michigan law also defines by
example (with exceptions) what a transfer of
ownership is. If a transfer of property (or
ownership interest) meets one of these
definitions and does not fall under one of
the

exceptions or exemptions noted in the law,
that transfer is a transfer of ownership.
Transfer of ownership definitions and
transfer of ownership exceptions are
contained in Michigan Compiled Laws
(MCL)  211.27a.(6)(a)-()). Transfer of
ownership exemptions are contained in MCL

AbtE277HE)@EABYal definition of transfer of

ownership states that a conveyance of title to,
or a present interest in, a property-
including beneficial use of the property-is
a transfer of ownership.

Note: It is possible for a transfer of property
not to be a transfer of ownership under
statute. It is also possible for transactions or

March 31, 2001

circumstances to occur which do not transfer a
property but which are a transfer of ownership
for taxable value uncapping purposes.

Deeds

Is a conveyance of a property by deed a
transfer of ownership?

Provided no statutory exception or exemption
applies, a transfer of property by deed is a
transfer of ownership.

Land Contracts

Is a sale by land contract a transfer of
ownership?

Provided no statutory exception or exemption
applies, a transfer of property by land contract
is

a transfer of ownership.

If a property is sold by land contract, when
does the transfer of ownership occur?

The transfer of ownership occurs on the date
the

land contract is entered into-not the date the
land contract is completed (paid in full) and not
the date of a deed in fulfillment of the land
contract.

Does a second transfer of ownership occur
when a land contract is paid in full and a
deed in fulfillment of the land contract is
given?

No. The law specifically states that a property's
taxable value is not to be uncapped when a
deed

conveying title to the property is subsequently
recorded with the register of deeds.
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« Is the assignment of a seller's interest in a
land contract a transfer of ownership?

No, this is considered a transfer of a security
interest and is exempt by law from being a
transfer of ownership.

Note: See also the information regarding
security interests contained in this
publication, starting on page 18.

« Is the assignment of a buyer's interest in a
land contract a transfer of ownership?

Yes, provided that no lawful exception or
exemption applies. The assignment of a
land

contract buyer's interest in a property
conveys equitable title to the property and a
change in the beneficial use of the property
occurs.

Trusts

. Is a conveyance of property to a trust a
transfer of ownership?

Yes, provided no statutory exception or
exemption applies. However, if the grantor
stated on the deed is the settlor (creator) of
the trust or the settlor's spouse or both and
the sole present beneficiary of the trust is
the

settlor of the trust or the settlor's spouse or
both, the conveyance is not a transfer of
ownership.

«  Whatis a beneficiary of a trust?
A beneficiary of a trust is the person who has

the enjoyment and beneficial use of the
property during the life of the trust.

March 31, 2001

What is a trustee of a trust?

A trustee of a trust is the person or agent who
is

appointed to administer the trust. Note that
banks are often trustees.

Is a transfer of property by a husband and
wife to a trust with the husband and wife
and

their child as present beneficiaries a transfer

of ownership?
Yes, provided no statutory exception or

exemption applies. The child, a present
beneficiary, is not the settlor of the trust or the
settlor's spouse.

Is a transfer of property by a husband and
wife to a trust with the husband and wife as
present beneficiaries and their child as a
contingent beneficiary a transfer of
ownership?

No. The child is not a present beneficiary. The
only present beneficiaries are the settlor of the
trust and the settlor's spouse.

Is the trustee (or successor trustee) of a trust
the same as the beneficiary of that trust?

Not necessarily. The trustee (or successor
trustee) of a trust can be, and often is, a
completely different individual than the trust's
beneficiary. The beneficiary of a trust is best
determined from an examination of the trust
instrument.

John Doe and Jane Doe are married. A
transfer of property occurred from John Doe
and Jane Doe to John Doe and Jane Doe as
trustees of the Doe Family Trust. Was this
property transfer a transfer of ownership?

It cannot be determined from this information
whether the property transfer was a transfer of
ownership. Information regarding the
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beneficiary or beneficiaries of the Doe
Family Trust is required to make a decision
whether a transfer of ownership occurred.
This information is best obtained from the
trust instrument. If the sole present
beneficiary or beneficiaries were John Doe
or

Jane Doe or both John and Jane Doe, this
was not a transfer of ownership. If, however,
someone other than John Doe or Jane Doe
was a present beneficiary of the trust, a
transfer of ownership occurred (provided no
statutory exception or exemption applies).

Is a conveyance of property which
constitutes a distribution from a trust a
transfer of ownership?

Yes, provided no statutory exception or
exemption applies. However, a conveyance
of property which is a distribution from a
trust is not a transfer of ownership if the
distributee is also the sole present
beneficiary

of the trust or the spouse of the sole present

beneficiary or both.
Note: Not all transfers of property from

trusts are distributions from the trusts. A
transfer of property from a trust to someone
other than a beneficiary (or contingent
beneficiary) of that trust is not a distribution
from that trust. It is simply a transfer of
property from a legal entity (the trust) to a
person and the transfer should be considered
in that context.

What happens if the sole present
beneficiary of a trust changes?

A change in the sole present beneficiary of a
trust is a transfer of ownership, unless the
change merely adds or substitutes the
spouse

of the sole present beneficiary (and
provided

that no statutory exception or exemption

applies).

March 31, 2001

Distributions Under Wills or By Courts

Is a conveyance of a deceased person's
property as directed by a will or as directed
by a court (when there is no will) a transfer
of ownership?

Yes, provided no statutory exception or
exemption applies. However, if the person
receiving the property is the deceased person's
spouse, the conveyance is not a transfer of
ownership.

Note: A transfer of ownership exemption exists
which states that a transfer due to a judgment or
order of a court of record (without specific
monetary consideration for the transfer) is not a
transfer of ownership. However, the transfer of
ownership definition regarding distributions
under a will or by intestate succession is
considered more specific than-and therefore
overrides-this transfer of ownership exemption
(even though both statutory provisions may

apply).

In the case of a distribution of a property
under a will or by a court, when does the
transfer of ownership (if any) occur? (Does
the transfer of ownership occur upon the
death of the individual involved, upon the
distribution of the property, or at some other
time?)

The transfer of ownership, if any, typically
occurs when the property is distributed to the
heir(s) which is usually different from the day
the person dies.

Note: However, it is possible for a significant
amount of time to pass between an individual's
death and the distribution of that person's
property under a will or by a probate court. If
the distribution process has not proceeded in a
typically timely manner and, after a person's
death but before the distribution of that
person's

property, the person's heir exercises dominion
over the property, a transfer of ownership to
the Page 4 of 33
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to have occurred when dominion was first
exercised by the heir. Dominion in this
context means control or beneficial use of a
property-including occupancy, receipt of
rents, etc.

Example: Individual A owned and occupied
a residential property as his homestead.
Individual A died intestate (without a will) in
1996. As of 2001, the property of individual
A had not yet been distributed. However, the
child of individual A began living at the
property in 1996 (or began renting the
property to someone else in 1996 and
receiving rents). Under such circumstances,
a transfer of ownership is considered to have
occurred in 1996 even though the property
has not been distributed. This example is
not to be construed to mean that a five-
year

period needs to pass without a distribution
for a transfer of ownership to occur. The
relevant considerations are whether the
distribution process has advanced in a
typically timely manner and whether/when
the heir had dominion over the property.

Leases

« Can the execution of a lease be a transfer
of ownership?

Yes. A lease of real property, entered into
after December 31, 1994, is a transfer of
ownership if one or both of the following
conditions exists:

1. The lease term exceeds 35 years,
including all options to renew the

lease. or
2. The lessee has a bargain purchase
option.

Note: A bargain purchase option in such
matters is defined by law as the right to
purchase the leased property at the end of
the lease for 80 percent or less of what the
property will be worth at the end of the
lease.

March 31, 2001

Can the leasing of personal property be a
transfer of ownership?

Generally no. However, the leasing of personal
property that is a building on leased land, a
leasehold improvement, or a leasehold estate
can be a transfer of ownership.

When a lease is initiated covering only a
portion of a real property parcel, and the
lease is for more than 35 years (or contains a
bargain purchase option), does a transfer of
ownership occur?

Yes, provided no statutory exception or
exemption applies. However, only the taxable
value for that part of the property subject to
the

lease is uncapped in the year following the
transfer of ownership. In other words, a partial
uncapping of the parcel's taxable value occurs.

If a lessee assigns the lessee's interest in a
lease which had an original term of more
than 35 years and which has a remaining
term of more than 35 years at the time of the
lease assignment, does a transfer of
ownership occur?

Yes, provided no statutory exception or
exemption applies. This is a conveyance by
lease of a property with a lease term of more
than 35 years and is a transfer of ownership.

If a lessee assigns the lessee's interest in a
lease which had an original term of more
than 35 years and which has a remaining
term of 35 years or less at the time of the
lease assignment, does a transfer of
ownership occur?

No, since the remaining term of the lease is not
more than 35 years.
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Ownership Changes of Legal Entities
(Corporations, Partnerships, Limited
Liability Companies, etc.)

. Can the conveyance of an ownership
interest of a legal entity (such as a
corporation, a partnership, etc.) which
owns property be a transfer of
ownership-even though title to the
property remains unchanged?

Yes, a conveyance of an ownership interest
in a legal entity (such as a corporation, a
partnership, etc.) which owns property is a
transfer of ownership of that property
provided that the ownership interest
conveyed is more than 50 percent of the
total

ownership interest (and provided that no

statutory exception or exemptlon applies).
Note: e law states that a transfer of

ownership occurs when more than 50 percent
of the ownership interest of a corporation
changes. This law, however, is not
applicable to cooperative housing
corporations. Cooperative housing
corporations are discussed separately in this
publication, starting on page 7.

« A conveyance of 25.0 percent of the
ownership interest in a limited liability
company was completed in 1999. In
January of 2000, a conveyance of 25.1
percent of the ownership interest of the
limited liability company occurred. The
limited liability company owns real
property. Did a transfer of ownership of
the real property occur? If so, when?

Provided no statutory exception or
exemption applies, a transfer of ownership
of

the property owned by the limited liability
company occurred in January of 2000 since,
at that point, more than 50.0 percent of the
ownership interest in the limited liability
company had been conveyed. The
property's

miaxableyalue is to be uncapped for 2001.

Note: These circumstances are to result in the
total (100 percent) uncapping of the property's
taxable value for 2001. A partial (less than 100
percent) uncapping is not authorized in this
situation.

As of January of 2000, 50.1 percent of the
ownership interest of a limited liability
company had been conveyed and the taxable
value of the property owned by the limited
liability company was uncapped for 2001. If,
in March of 2002, 50.0 percent of the
ownership interest in the limited liability
company is conveyed, does another transfer
of ownership occur?

No. The percentage of ownership interest
conveyed is cumulative from the date of the
last

transfer of ownership. Between January of
2001

and March of 2002, not more than 50.0 percent
of the ownership interest is conveyed.
Therefore, no transfer of ownership occurs as of
March of 2002.

Tenancies in Common

What is a tenancy in common?

A tenancy in common is a form of property co-
ownership in which the co-owners own a
partial

interest in an entire property. When a tenant in
common dies, the ownership interest of that
tenant in common goes into the estate of that
tenant in common, not automatically to the
surviving tenant(s) in common.

Does a tenancy in common require that the
tenants in common have equal ownership
shares of the property involved?

No. A tenancy in common does not require
equal shares. A different, unequal percentage
of

ownership interest may be established for each
tenant in common under a tenancy in
common.
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Is a conveyance of an ownership interest
of property held as a tenancy in common a
transfer of ownership?

Yes, provided no statutory exception or
exemption applies. However, the transfer of
ownership is only for that portion of the
property ownership which is conveyed.
Therefore, a partial uncapping of the
property's taxable value in the year
following

the transfer of ownership is possible with

tenancies in commo
Example: Ind:wduals A, B, and C owned a

property as tenants in common. Individual A
had a 50 percent undivided interest in the
property and individuals B and C each had a
25 percent undivided interest. In 2000,
individual A conveyed his/her interest to
individual B (and this conveyance was a
transfer of ownership). Under these
circumstances, a partial, 50 percent
uncapping of the property's taxable value
occurs for 2001.

Note: The calculations involved in a partial
uncapping situation involving a tenancy in
common have been established by the State
Tax Commission. See also the example of
these calculations contained in the partial
uncapping situations section of this
publication, on page 29.

How is a tenancy in common established?

A tenancy in common is generally
established by means of a deed or land
contract conveyance. The language relating
to the grantees of the deed or land contract
establishes the tenancy in common.

Examples: If John Doe conveys property to
John Doe and Jim Smith "as tenants in
common" a tenancy in common is created
and Mr. Doe and Mr. Smith are the tenants
in common. Likewise, if John Doe conveys
property to John Doe and Jim Smith and no
language is provided regarding the nature

m&Eh 31,2001

their ownership, a tenancy in common is
created

between Mr. Doe and Mr. Smith.
Note: If a property is conveyed to a man and a

woman and no information is provided
regarding the nature of their ownership, a
tenancy in common is formed, unless the man
and the woman are married at that time, in
which case a tenancy by the entireties is
created.

How can the percentages of undivided
ownership interest of the tenants in common
be determined?

Often the deed or land contract establishing
the

tenancy in  common will specify the
percentages

of undivided ownership interest of the tenants
in

common. Sometimes the percentages are not
included on the deed or land contract. In the
absence of language on the deed or land
contract

eC|f| the percentages of ownershi
RP y en ow ersch ercentages are ncﬁ

tfat ? p deed or land_ _contract
e fenants in  common, assSessors are

edta |ah|ng
%‘ot%‘é"l? fdpmc e cIt C%Bg eI nks in
assume equa%s ares o Swhersht R0 nterest.
eterminé various
CodpIRR@¥Susing Corporations

What is a cooperative housing corporation?

A cooperative housing corporation is a type of
property ownership in which the corporation
holds title to a housing complex and individual
stock holders in the corporation have the right
to

occupy an individual dwelling in that housing
complex.
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. Is a conveyance of an ownership interest
in a cooperative housing corporation a
transfer of ownership?

Yes, provided no statutory exception or
exemption applies. However, the taxable
value of that portion of the property not
subject to the ownership interest conveyed
is

not uncapped in the year following the
conveyance. In other words, a partial
taxable

value uncapping can occur for a cooperative

Ngagin%'%gp@r\élﬂgmtes that a transfer of

ownership ‘occurs when more than 50
percent

of the ownership interest of a corporation
changes. However, starting in 1997, this law
is no longer applicable to cooperative
housing corporations.

- What happens if a cooperative housing
corporation has 100 shares of stock and,
during 2001, 15 of the shares are conveyed
(and no statutory exception or exemption
applies)?

A transfer of ownership occurs and the
taxable value of the cooperative housing
corporation property is to be partially
uncapped for 2002. Since 15 of 100 shares
transferred in 2001, 15 percent of the
taxable

value of the cooperative housing
corporation

is to be uncapped for 2002,
Transfer of Ownership Exemptions

- What is a transfer of ownership
exemption?

Michigan law specifies that certain transfers
of property and ownership interests are not
transfers of ownership for taxable value
uncapping purposes. These types of
transfers

are known as exempt transfers and the
statutes that provide for these exempt
transfers are known as transfer of ownership

Mm&xamIptans. Transfer of ownership

exemptions are  contained in MCL
211.27a.(7)(a)-(n).

Note: It is a solidly established principal that
property tax "exemption statutes are to be
strictly construed in favor of the taxing unit
and against the exemption claimant."
Michigan Baptist Homes & Development
Company v City of Ann Arbor, 396 Mich 660,
669-700; 242 NWa2d 749 (1976); Ladies
Literary Club v Grand Rapids, 409 Mich 748,
753; 298 NW2d 422 (1980). It is also well
established that a person or entity seeking a
property tax exemption must demonstrate
entitlement to the exemption by a
preponderance of the evidence and that a
property tax exemption cannot be inferred or
implied. Holland Home v City of Grand
Rapids, 2719 Mich App 384, 394; 557 NW2d
118 (1996); Michigan United Conservation
Clubs v Lansing Township, 729 Mich App 1,
11 (1983). It is the opinion of the State Tax
Commission that these principals which apply
to general property tax exemptions also apply
to transfer of ownership exemptions since a
transfer of ownership exemption is simply a
form of property tax exemption. Therefore,
transfer of ownership exemption statutes
must

be strictly interpreted against the person or
entity claiming the exemption and in favor of
the local taxing unit. Assessors must not infer
a transfer of ownership exemption or grant a
transfer of ownership exemption based on

implication.
What happens if a transfer of ownership

definition applies to a property transfer
situation and a transfer of ownership
exemption also applies to the situation?

It is possible for a property transfer situation to
be a transfer of ownership as defined by law
and

to meet the requirements of a statutory
transfer

of ownership exemption. In such instances,
whichever section of the law is most specific is
to be followed.
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Example: A property was conveyed to a
man's son by an order of a probate court
because the man died intestate (without a
will). A transfer of ownership exemption
states, in part, that a transfer of property is
not a transfer of ownership if the transfer
was pursuant to an order of a court of
record. However, a transfer of ownership
definition says, in part, that a transfer of
property includes a distribution by intestate
succession. Both the transfer of ownership
definition and the transfer of ownership
exemption apply to the circumstances of the
situation.  Since the transfer of ownership
definition is more specific than the transfer
of ownership exemption, a transfer of
ownership occurred.

Spouses

« Is a transfer of property from one spouse
to the other spouse a transfer of
ownership?

As a general rule, a transfer of property from
one spouse to another spouse is not a
transfer

of ownership.

. Is a transfer of property from a deceased
spouse to a surviving spouse a transfer of
ownership?

As a general rule, a transfer of property from
a deceased spouse to a surviving spouse is
not a transfer of ownership.

« Is a transfer of property between former
(divorced) spouses a transfer  of
ownership?

Yes, provided no statutory exception or
exemption applies. No transfer of
ownership

exemption exists for property transfers
between divorced spouses. Therefore, a
transfer of property between divorced
msRAYsesig1generally a transfer of ownership.

Note: Oftentimes recently divorced spouses
must convey property to one another as part of
the divorce proceedings. Such transfers of
property may be exempt transfers (i.e., not
subject to taxable value uncapping) if the
conveyances are solely to terminate a tenancy
by the entireties (tenancies by the entireties are
discussed in the following section).

Note: See also the transfer of ownership
exemption information under court orders
contained in this publication, starting on page
15.

Is a transfer of property a transfer between
spouses if the property is transferred from
one spouse to a limited liability company with
the other spouse as the only member of that
limited liability company?

No. Even though the second spouse
completely

controls the limited liability company, the
limited liability company is not the second
spouse. A limited liability company is a
separate and distinct legal entity, different from
a person. Therefore, such a situation is not a

transfer between spouses.
Note: This situation may be a transfer of

ownership (if no statutory exception or
exemption applies).

Tenancies by the Entireties

What is a tenancy by the entireties?

A tenancy by the entireties is a form of joint
ownership where the co-owners are husband
and
wife. When the husband or wife dies, the
surviving spouse automatically becomes the
sole owner of the property. In a tenancy by the
entireties, neither the husband nor the wife
may
sell the property unless the other consents to
the
sale.
Page 9 of 33
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How is a tenancy by the entireties formed?

A tenancy by the entireties is established by
means of a deed or land contract
conveyance.

The language relating to the grantees on the
deed or land contract establishes the

tenanc
Bmé'ﬁirgti&hn Doe conveys property to
John Doe and Jane Doe "his wife", a

tenancy by the entireties is created.
Likewise, if Jane Doe conveys property to
John Doe and Jane Doe "husband and wife"
or "as tenants by the entireties", a tenancy
by the entireties is created. Similarly, if John
Doe conveys property to John Doe and Jane
Doe and no language is provided regarding
the nature of their ownership, a tenancy by
the entireties is formed-provided that John
Doe and Jane Doe are, in fact, husband and
wife. In these examples, Mr. and Mrs. Doe
are the tenants by the entireties.

Is a property conveyance completed solely
to create or end a tenancy by the entireties
a transfer of ownership?

No. A transfer from a husband, a wife, or
both whose sole purpose is to create or
disjoin (terminate) a tenancy by the
entireties

is not a transfer of ownership.

John Doe and Jane Doe are married.
They acquire property from a third party,
creating a tenancy by the entireties. Is this
acquisition of property a transfer of
ownership?

Yes, provided no statutory exception or
exemption applies. Although a tenancy by
the entireties is created by the Does when
they acquire the property, the creation of
the
tenancy by the entireties is not the sole
purpose of the transaction (the main
purpose
of the transaction is for the Does to acquire
Mike reparty) and a transfer of ownership
occurs.

John Doe and Jane Doe were married and
owned property as husband and wife. They
become divorced and (directly associated
with the divorce) they deed the property
from themselves as husband and wife to Jane
Doe, a single woman. Is this conveyance a
transfer of ownership?

No, since its purpose was solely to terminate
the

tenancy by the entireties.
Note: See also the transfer of ownership

exemption information under court orders
contained in this publication, starting on page
15.

John Doe owns a parcel and then marries
Jane Smith who decides to take the surname
"Doe". John Doe then conveys the parcel to
John Doe and Jane Doe, as husband and
wife.  Is this conveyance a transfer of
ownership?

No, since its purpose is solely to create a
tenancy by the entireties in the Does.

John Doe and Jane Doe are married and own
a property as husband and wife. They sell
the property to a third party. Is this sale a
transfer of ownership?

Yes, provided no statutory exception or
exemption applies. The purpose of the
conveyance is not solely to end the tenancy by
the entireties. (Instead, the primary purpose of
the conveyance is to sell the property.)

If a divorce occurs in a tenancy by the
entireties situation, does the form of
ownership change?

Yes. If two people own property as husband
and wife, become divorced, and continue to
own

the property, the form of ownership is
converted

to a tenancy in commonpage 10 of 33
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Note: A conveyance from a former spouse
to
a former spouse may then be a transfer of

ownership.
Example: John Doe and Jane Doe owned a

lakefront cottage property as husband and
wife. They then divorced, but both John Doe
and Jane Doe continued to own the lakefront
cottage property for several years after the
divorce. The nature of their ownership was
changed from a tenancy by the entireties to a
tenancy in common by the fact of their
divorce. Under these circumstances, a
transfer of John Doe's undivided (tenant in
common) interest to Jane Doe would be a
transfer of ownership, provided no statutory
exception or exemption applies, and a partial
uncapping of the lakefront cottage property's
taxable value would result.

« If a man and woman who are not married
own property and subsequently become
married, is the nature of their ownership
of the property automatically converted to
a tenancy by the entireties?

No. Based on court decisions and a
Michigan Land Title Standard, a tenancy by
the entireties cannot be created by a
conveyance to two people who later marry.

Life Leases/Life Estates

«  What is a life lease?

A life lease generally occurs when an owner
transfers ownership of his/her property to
someone else but keeps the right to use,
occupy, and control the property during
his/her lifetime.

Note: A life lease must be in writing.

March 31, 2001

What is a life estate?

A life estate is the same as a life lease
(described above) for taxable value uncapping
purposes.

Note: A life estate must be in
writing.

Is a conveyance of a property with the
grantor retaining a life lease a transfer of
ownership?

Generally, a conveyance of a property subject
to

a life lease retained by the grantor is not a
transfer of ownership. This transfer of
ownership exemption only applies, however, to
that portion of the property conveyed that is
subject to the life lease. Any portion of the
property conveyed that is not subject to the life
lease does experience a transfer of ownership
(provided no statutory exception or exemption
applies) upon the conveyance of the property.
A partial uncapping can, therefore, occur with
conveyances involving life leases.

In 2001 Jane Doe conveys her residential
property to her son, retaining a life estate on
the entire parcel. Is this a transfer of
ownership?

No. A life estate was retained by the grantor,
Jane Doe, and this life estate covers the entire

property.

In 2001 Jane Doe conveys her residential
property to her son, retaining a life estate on
the entire parcel. In 2003, Jane Doe dies.
Does the death of Jane Doe result in a
transfer of ownership?

Yes, provided no statutory exception or
exemption applies. A transfer of ownership
occurs upon the death of Jane Doe since her
death terminated the life estate. The taxable
value of the property must be uncapped for the
2004 tax year.

Page 11 of 33
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In 1983 (before passage of Proposal A)
Jane Doe conveyed her residential
property to her son, retaining a life estate
on the entire parcel. In 2001 Jane Doe
dies. Does the death of Jane Doe result in
a transfer of ownership?

Yes, provided no statutory exception or
exemption applies. A transfer of ownership
occurs upon the death of Jane Doe since her
death terminated the life estate. The fact
that

the life estate was established prior to
Proposal A is not relevant. Beneficial
ownership of the property changed to Jane
Doe's son upon her death. The taxable value
of the property must be uncapped for the
2002 tax year.

In 2001 Jane Doe conveys 80 acres to her
son, retaining a life estate on 2 of the 80
acres and a house located on the 2 acres.
Is this conveyance a transfer of
ownership?

Yes and no. A transfer of ownership occurs
with regard to the 78 acres which are not
subject to the life estate (provided no
statutory exception or exemption applies).
No transfer of ownership occurs, however,
with regard to the 2 acres and the house
which are subject to the life estate (until
termination of the life estate). Therefore, a
partial transfer of ownership occurs and a
partial uncapping must occur for tax year
2002.

John and Sally Smith own property and
grant John Smith's mother a life estate for
this property. Is the conveyance of the
life

estate to John Smith's mother a transfer

of ownership?
Yes, provided no statutory exception or

exemption applies. In this case, the life
estate was not retained by the grantors as
required by the law. Beneficial use of the
property changed from John and Sally Smith

March 31, 2001

to John Smith's mother and a transfer of
ownership occurred.

Can an individual who has retained a life
estate convey that life estate to someone else?

Yes. All privileges granted by the life estate
will transfer to the new holder of the life estate.
This is not a transfer of ownership. The life
estate remains in effect until mutually
terminated by the owner of the property and
the

new life estate holder or until the death of the
individual who had originally retained the life
estate-not the death of the new life estate
holder.

Can a life estate be retained for other than
residential purposes? If so, does a life estate
retained by the grantor for other than
residential purposes result in a taxable value
uncapping?

A life estate can be retained for a specific
purpose other than a residential purpose. The
types of specific purposes (other than
residential

purposes) are almost limitless. A life estate
retained by the grantor for other than
residential

purposes does not result in a taxable value
uncapping for the portion of the property
covered by the life estate, until termination of
the life estate-or until use of the property for
the stated purpose of the life estate is not
possible. Any portion of the property not
covered by the life estate is subject to taxable

MK UPAPRIRG ISRl il SERRE
B8 of a property for the purpose of a life estate
RVREIP REERTIONR) SHRMRER BRRHED be
disregarded by a local assessor when
considering transfer of ownership issues-
even though the life estate may legally be in
effect.

Example: John Doe conveys an unimproved 80
acre parcel in the northern Lower Peninsula to
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his son, Joe Doe, and retains a life estate
over half of the parcel for the stated purpose
of grazing cattle. Under these
circumstances, a partial transfer of
ownership occurs upon the conveyance,
with
the taxable value of the portion of the
property covered by the life estate
remaining
capped and the taxable value of the portion
of the property not subject to the life estate
being uncapped (provided no statutory
exception or exemption applies). This is the
same treatment the property would receive
if
the life estate were for residential purposes.
If two years later the son, Joe Doe,
constructs a convenience store on 2 acres of
the 40 acres covered by the life estate, a
transfer of ownership occurs for those 2
acres (provided no statutory exception or
exemption applies). The reason for this is
that the construction of the convenience
store
precludes the use of that portion of the
property by the father, John Doe, for grazing
cattle (the specified purpose of the life
estate). Therefore, the life estate no longer
applies to this portion of the property with
Foreglosiy s apshERIfitB@Rmership issues (even
though it may still legally be in effect) and

* Bhothelt3asisl tr st ORSHNer K6 odQurs?

foreclosure or a forfeiture a transfer of
ownership?

Generally, no. It is not a transfer of
ownership when a financial institution or a
land contract seller takes a property back
through foreclosure or forfeiture of a
mortgage or land contract.

Note: This response applies to foreclosures
of mortgages and land contracts through
circuit court proceedings, the foreclosure of
mortgages by advertisement, and the
forfeiture ~ of  property by  summary
proceedings.
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Note: A Sheriff's Deed is frequently utilized in
foreclosure matters.

Is a transfer of property through a deed or a
conveyance in lieu of foreclosure or forfeiture
a transfer of ownership?

No. Such transfers and conveyances are to be
treated in the same way as a foreclosure or a
forfeiture.

When the entity or person (bank, land
contract seller, etc.) that has taken a property
back through foreclosure or forfeiture later
transfers the property, is that transfer a
transfer of ownership?

Yes, provided no statutory exception or
exe