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HB5403, As Passed House, May 2, 2002

SUBSTI TUTE FOR
HOUSE BI LL NO. 5403

A bill to amend 1975 PA 228, entitled
"Si ngl e business tax act,”
by anmendi ng section 4 (MCL 208.4), as anended by 1999 PA 115.
THE PEOPLE OF THE STATE OF M CHI GAN ENACT:

Sec. 4. (1) "Casual transaction"” means a transacti on nmade
or engaged in other than in the ordinary course of repeated and
successive transactions of a |like character, except that a trans-
action made or engaged in by a person that is incidental to that
person's regular business activity is a business activity within
t he neaning of this act.

(2) "Comm ssioner” nmeans the state comm ssioner of revenue.

(3) Except as otherw se provided in —this—seetion
SUBSECTI ON (4), "conpensation" neans all wages, salaries, fees,
bonuses, comm ssions, or other paynents nmade in the taxable year

on behalf of or for the benefit of enployees, officers, or
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directors of the taxpayers. Conpensation includes, but is not
limted to, paynents that are subject to or specifically exenpt
or excepted from w t hhol di ng under sections 3401 to 3406 of the
internal revenue code. Conpensation also includes, on a cash or
accrual basis consistent with the taxpayer's method of accounting
for federal inconme tax purposes, paynents to state and federal
unenpl oynent conpensation funds, paynents under the federal
i nsurance contribution act and sim |l ar social insurance prograns,
paynments, including self-insurance, for worker's conpensation
i nsurance, paynents to individuals not currently working, pay-
ments to dependents and heirs of individuals because of current
or former |abor services rendered by those individuals, paynents
to a pension, retirement, or profit sharing plan, and paynents
for insurance for which enployees are the beneficiaries, includ-
i ng paynents under health and wel fare and noni nsured benefit
pl ans and paynents of fees for the adm nistration of health and
wel fare and noni nsured benefit plans. Conpensation does not
i nclude any of the foll ow ng:

(a) Discounts on the price of the taxpayer's nerchandi se or
services sold to the taxpayer's enpl oyees, officers, or directors
that are not available to other custoners.

(b) Paynents to an i ndependent contractor.

(c) For tax years beginning after Decenber 31, 1994, pay-
ments to state and federal unenpl oynent conpensation funds.

(d) For tax years beginning after Decenber 31, 1994, the
enpl oyer's portion of paynments under the federal insurance

contributions act, chapter 21 of subtitle C of the internal
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revenue code, 26 U.S.C. 3101 to 3128, the railroad retirenment tax
act, chapter 22 of subtitle C of the internal revenue code, 26
U S C 3201 to 3233, and simlar social insurance prograns.

(e) For tax years beginning after Decenber 31, 1994, pay-
ments, including self-insurance paynents, for worker's conpensa-
tion insurance or federal enployers' liability act insurance pur-
suant to chapter 149, 35 Stat. 65, 45 U . S.C. 51 to 60.

(4) FOR TAX YEARS THAT BEG N AFTER DECEMBER 31, 2001, FOR
PURPOSES OF DETERM NI NG COVPENSATI ON OF A PROFESSI ONAL EMPLOYER
ORGANI ZATI ON, COVPENSATI ON | NCLUDES PAYMENTS BY THE PROFESSI ONAL
EMPLOYER ORGANI ZATI ON TO THE OFFI CERS AND EMPLOYEES OF AN ENTI TY
WHOSE EMPLOYMENT OPERATI ONS ARE MANAGED BY THE PROFESSI ONAL
EMPLOYER ORGANI ZATI ON. COVPENSATI ON OF THE ENTI TY WHOSE EMPLOY-
MENT OPERATI ONS ARE MANAGED BY A PROFESSI ONAL EMPLOYER ORGANI ZA-
TI ON DCES NOT | NCLUDE COVPENSATI ON PAI D BY THE PROFESSI ONAL
EMPLOYER ORGANI ZATI ON TO THE OFFI CERS AND EMPLOYEES OF THE ENTI TY
VWHOSE EMPLOYMENT OPERATI ONS ARE MANAGED BY THE PROFESSI ONAL
EMPLOYER ORGANI ZATI ON.  AS USED IN THI' S SUBSECTI ON, " PROFESSI ONAL
EMPLOYER ORGANI ZATI ON' MEANS AN ORGANI ZATI ON THAT PROVI DES THE
MANAGEMENT AND ADM NI STRATI ON OF THE HUMAN RESOURCES AND EMPLOYER
Rl SK OF ANOTHER ENTI TY BY CONTRACTUALLY ASSUM NG SUBSTANTI AL
EMPLOYER RI GHTS, RESPONSI BI LI TI ES, AND RI SK THROUGH A PROFES-

S| ONAL EMPLOYER AGREEMENT THAT ESTABLI SHES AN EMPLOYER RELATI ON-
SH P WTH THE LEASED OFFI CERS OR EMPLOYEES ASSI GNED TO THE OTHER
ENTITY BY DO NG ALL OF THE FOLLOW NG
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(A) MAI NTAI NI NG THE RI GHT OF DI RECTI ON AND CONTRCL OF
EMPLOYEES' WORK, ALTHOUGH THI S RESPONSI BI LI TY MAY BE SHARED W TH
THE OTHER ENTI TY.
(B) PAYI NG WAGES AND EMPLOYMENT TAXES OF THE EMPLOYEES OUT
OF I TS OAN ACCOUNTS.
(C REPORTI NG, COLLECTI NG, AND DEPCSI TI NG STATE AND FEDERAL
EMPLOYMENT TAXES FOR THE EMPLOYEES.
(D) RETAINING THE RI GHT TO H RE AND FI RE EMPLOYEES.
(5) —4)— "Departnent” neans the revenue bureau of the

departnent of treasury.
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