
In Toll Northville Ltd et al v Township of Northville, the
Michigan Supreme Court found unconstitutional the
statute allowing municipalities to add to taxable value for
the installation of public utility service in a public right of
way, but the Court also held that it was appropriate to
include into the value of a home at the time it is built or
sold the value added as a result of access to utility service.  

In Michigan, property taxes are based upon a property’s
taxable value.  Generally speaking, taxable value may not
be increased beyond the property’s assessed value, and on a
yearly basis the taxable value may not be increased by more
than the rate of inflation unless there is a transfer of
ownership of the property, or an addition to the property.
In these situations, and respectively, the taxable value may
be increased to one half the property’s market value (the
assessed value), or by one half the value of the addition to
the property.  The statute at issue in this case, MCL
211.34d(1)(b)(viii), is the statute specifically allowing for
an addition to taxable value for the installation of public
utility services, e.g. a water line is extended down the street
so a property may have access to municipal water.   

The Plaintiffs, who were residential property developers,
had installed infrastructure into a subdivision as required
by the municipality in order to obtain final plat approval.
The municipality then increased the taxable value of the
lots in the subdivision by the value attributable to the
existence of the infrastructure in the right of way.  The
Plaintiffs appealed the taxable value increase to the
Michigan Tax Tribunal, and then had the Tax Tribunal
proceedings held in abeyance while a constitutional
challenge to MCL 211.34d(1)(b)(viii) was surmounted in
Circuit Court.

Eventually the case found its way to the Court of Appeals,
where the Court upheld the Circuit Court’s finding that
MCL 211.34d(1)(b)(viii) was unconstitutional, and that
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The Supreme Court’s decision provides that a
municipality may not increase taxable value due
to the installation of public service
improvements in a public right of way.
However, the Court also makes clear that
including the value added to the parcel due to
the existence and availability of public service
utilities is acceptable, if the value is included at
the time of the assessment of new construction
or when the property’s ownership transfers.
Furthermore, the Court held that including
value for the public service improvements did
not amount to double taxation where the utility
company was already being assessed for the
improvement.



taxing the individual properties based upon the availability of public services and taxing utility lines as personal
property to the utility companies was double taxation.  The Supreme Court upheld the finding that MCL
211.34d(1)(b)(viii) was unconstitutional, but vacated the double taxation ruling.

The Supreme Court reasoned that the installation of public service improvements on public property or in utility
easements was not a physical addition to the lot itself, and that the Court of Appeals was correct in upholding
the Circuit Court’s opinion that the term “additions” as found in the State of Michigan Constitution referred to
improvements that became part of the real property, such as fixtures or structures, and did not refer to public
service improvements in the right of way.  

In reversing the part of the Court of Appeals decision as it pertained to double taxation, the Supreme Court
wrote:

.  .  .  the value of physical lines, i.e., wires, pipes, etc., as tangible personal property is distinguishable 
from the market value added by the availability of utility services.  The distinction is important because 
value added from access to services is taxable to the extent that such services increase market value.  
Although installation of a public utility line may not be taxed as an addition in a case such as this, the 
value of such services will be incorporated into the value of each individual home at the time it is built or
sold.  Opinion of the Supreme Court, footnote 2.

As a result, municipalities should feel comfortable adding to taxable value for the existence of public utility
service at the time the home is built or sold.  

The Secrest Wardle Municipal Law Group is made up of attorneys who have extensive experience in defending
litigation against governmental agencies, such as municipalities, counties, school districts, universities, and state
agencies, in both the state and federal courts, and the Michigan Tax Tribunal.  The members of these Practice
Groups have successfully represented governmental agencies in a wide range of civil litigation matters, such as
governmental immunity, property taxation, sewer liability, public roadway & sidewalks, and public buildings.  
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