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PULLING THE CAP OFF OF UNCAPPING EVENTS 

By:  Andrew M. Harris, JD, LLM 

I. PROPOSAL A  

A. Background 

1. March, 1994 voter-approved change to Michigan’s Constitution (meant to 

address school funding inequities).  

2. Growth is limited to the lower of 5% or inflation. “The property’s taxable 

value in the immediately preceding year minus any losses, multiplied by the 

lesser of 1.05 or the inflation rate, plus all additions.”  MCL 211.27a(2)(a).   

3. When property is sold or transferred, it resets to State Equalized Value 

(“SEV”).  

B. Definitions & Examples 

1. Taxable Value (“TV”):  The value of real property considering the 

protections of Proposal A. 

2. SEV:  One half of a property’s fair market value.  

3. Example #1:  Property purchased in 2022 and worth $1,000,000.  In 2023, 

the SEV and TV are likely to be the same.  In 2023, valuation increases 

10%, but inflation increases 3%, so SEV is $550,000 but TV is only 

$515,000.  With a millage rate of 50 mills, Proposal A results in a tax savings 

of $1,250 in 2024.   

4. Addition:   An increase in value caused by new construction, a physical 

addition of equipment or furnishings.  Article 9, Section 3 of Michigan’s 

Constitution.   
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5. Example #2:  If the same property increases by $20,000 in 2023 due to an 

addition, the TV increases to $535,000.   

C. Transfer of Ownership Defined.   

1. Upon a “transfer of ownership” the property’s TV for the calendar year 

following the year of the transfer is the property’s SEV for the calendar year.  

MCL 211.27a(3).   

2. Transfer of ownership means the conveyance of title or a present interest 

in property, including the beneficial use of the property, the value of which 

is substantially equal to the value of the fee interest.  MCL 211.27a(6).   

II. UNCAPPING EVENTS  

A. Conveyance to a Trust  

1. Exception:  When the sole beneficiary of the trust is the transferor or the 

transferor’s spouse.  MCL 211.27a(6)(c)(i) 

2. Exception:  When the beneficiary is the settlor/transferor’s (or 

settlor/transferor’s spouse’s) mother, father, brother, sister, son, daughter, 

adopted son/daughter, grandson/granddaughter and the property is not 

used for a commercial purpose.  MCL 211.27a(6)(c)(ii).  
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B. Distribution from a Trust: 

1. Exception:  When the distributee is the sole beneficiary of the transferor or 

the transferor’s spouse or both.  MCL 211.27a(6)(d)(i).   

2. Exception:  The distribution of residential real property if the distributee is 

the settlor’s or the settlor’s spouse’s mother, father, brother, sister, son, 

daughter, adopted son, adopted daughter, grandson or granddaughter and 

the residential property is not used for commercial purposes.  MCL 

211.27a(6)(d)(ii). 

C. Change in Trust Beneficiary. 

1. Exception:  A change that adds or substitutes the spouse as the present 

beneficiary.  MCL 211.27a(6)(e)(i).   

2. Exception:  When the change is made which adds the settlor/transferor (or 

settlor/transferor’s spouse’s) mother, father, brother, sister, son, daughter, 

adopted son/daughter, grandson/granddaughter and the property is not 

used for a commercial purpose.  MCL 211.27a(6)(e)(ii). 

D. Business Ownership:  A conveyance of an ownership interest in a corporation, 

partnership, sole proprietorship, limited liability company, limited liability 

partnership or other legal entity if the ownership interest conveyed is more than 

50% of the entity.  MCL 211.27a(6)(h).   

E. Simple Transfer:  A transfer from an individual to a business as part of an effort to 

shield the individual from liability is an uncapping event.  Oftentimes, transfers from 

one business to another are also uncapping events.   

  



 

 

 

 

   

- 4 - 

 

28400 Northwestern Hwy., Southfield, MI 48034 

p (248) 354-4030 | f (248) 354-1422  | maddinhauser.com 

 

III. EVENTS WHICH ARE NOT TRANSFERS  

A. Transfers from one spouse to another or from a decent to a surviving spouse.  MCL 

211.27a(7)(a). 

B. Since December 31, 2014, a transfer of residential property if the transferee is the 

transferor’s or the transferor’s spouse’s mother, father, brother, sister, son, 

daughter, adopted son, adopted daughter, grandson, or granddaughter and the 

property is not used for a commercial purpose.  MCL 211.27a(7)(u). 

C. A transfer of real property or other ownership interests among members of an 

“affiliated group,” 1 or more corporations connected by stock ownership to a 

common parent corporation.  MCL 211.27a(7)(a). 

D. A transfer or real property or other ownership interests among corporations, 

partnerships, limited liability companies, limited liability partnerships or other legal 

entities if the entities are commonly controlled.  MCL 211.27a(7)(m). 

Attachments: 

MCL 211.27a 

TRJ & E Properties v City of Lansing 
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