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SUMMARY

The Michigan Supreme Court held that the State Real Estate Transfer Tax Act exemption for a
principal residence applies when the property's state equalized value at conveyance is no greater than
its value at acquisition and the property was sold in an arm's-length transaction for fair market value.
The Court rejected the Court of Appeals' interpretation requiring the sale price to equal exactly twice
the property's state equalized value, reversed, and remanded the consolidated cases to the Tax

Tribunal.
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QUESTIONS PRESENTED

1. Whether MCL 207.526(u) requires a principal residence to be sold for exactly twice its state equalized

value in order to qualify for the real estate transfer tax exemption.

2. Whether "true cash value" in the penalty clause of MCL 207.526(u) means precisely twice the property's

SEV or instead means fair market value determined by an arm's-length transaction.

3. Whether the petitioners were entitled to refunds of the real estate transfer tax they paid.

HOLDINGS

1. A taxpayer qualifies for the MCL 207.526(u) real estate transfer tax exemption by showing that the
property was the seller's principal residence, that its SEV at conveyance was equal to or less than its
SEV at acquisition, and that the property was sold for its true cash value in an arm's-length transaction.

The statute does not require the sale price to equal exactly twice the property's SEV.

2. The petitioners were entitled to refunds because each satisfied the statutory exemption requirements and

the sales were arm's-length transactions for true cash value.

KEY QUOTATIONS

“To be entitled to the transfer tax exemption under MCL 207.526(u), the petitioning taxpayer need only
demonstrate that the property at issue is the principal residence of the seller or transferor, that it has an SEV
at the time of conveyance that is less than or equal to the SEV at the time of acquisition, and that it was sold
or transferred for a price at which a willing buyer and a willing seller would arrive through arm’s-length
negotiation.” (498 Mich. at 10-11)

“By this definition, then, the only instance in which the penalty clause would apply to preclude an exemption
is when a seller or transferor sold the property for an amount other than an amount at which a willing buyer

and a willing seller would have arrived through arm’s-length negotiation.” (498 Mich. at 9)

FACTUAL BACKGROUND

The petitioners sold their principal residences when each property's state equalized value was lower than it had
been when the property was acquired. They paid Michigan real estate transfer tax and sought refunds under
MCL 207.526(u). The sales were treated as arm's-length transactions, and the Tax Tribunal found that the

properties had been sold for their true cash value.

PROCEDURAL HISTORY

The Department of Treasury denied each petitioner's refund request. The Michigan Tax Tribunal held that the
sales qualified for the exemption under MCL 207.526(u) and awarded refunds. The Court of Appeals



consolidated the appeals and reversed in a split published opinion, holding that the exemption required the sale
price to equal exactly twice the property's SEV. The Supreme Court reversed and remanded for further
proceedings, including reinstatement of the Tax Tribunal's judgments.

DISPOSITION

reversed_and_remanded

REMAND INSTRUCTIONS

Remand to the Michigan Tax Tribunal for further proceedings consistent with the opinion, including
reinstatement of its judgments in favor of petitioners. The Tribunal was directed to revisit the Gardner refund
calculation to ensure that the refund equals the amount of transfer tax initially paid and is calculated on the value

of the property being transferred.
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