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HOUSE BILL No. 4476

March 9, 2005, Introduced by Reps. Condino, Vagnozzi, Tobocman, Bieda, Gonzales,
Brown, Whitmer, Byrum, Meisner, Kolb, Lipsey, Polidori, Farrah, Mayes, Alma Smith,
Espinoza, Kathleen Law, Plakas, Gleason, Bennett, Miller, McDowell, Anderson, Dillon,
Angerer, Donigan, Clemente, Accavitti, Wojno, Hunter, Clack, Zelenko, Kehrl, Hopgood,
Gillard, Sak, Byrnes, Sheltrown, Waters, Hood and Phillips and referred to the Committee
on Tax Policy.

A bill to anmend 1975 PA 228, entitled

"Si ngl e business tax act,"
(MCL 208.1 to 208.145) by adding chapter 5A; and to repeal acts and
parts of acts.
THE PECPLE OF THE STATE OF M CHI GAN ENACT:
CHAPTER 5A

SEC. 101. THE AVMENDATORY ACT THAT ADDED THI S CHAPTER SHALL BE
KNOWN AS THE "M CH GAN JOBS AND | NVESTMENT ACT".

SEC. 102. THE LEGQ SLATURE FI NDS THAT REDUCI NG THE TAX RATE AND
BROADENI NG THE TAX BASE THROUGH THE ELI M NATI ON OF CREDI TS AND
DEDUCTI ONS AND | NCREASED RELI ANCE ON POSI TI VE BUSI NESS | NCOVE AS
PROVI DED BY TH S CHAPTER | MPROVE THE MEASUREMENT OF VALUE ADDED
FROM ALL FORMB OF BUSI NESS ACTIVITY WTHIN THE S STATE AND MAI NTAI' N
THE TAX | MPOSED UNDER THI S ACT AS A MODI FI ED VALUE ADDED TAX.
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SEC. 103. AS USED IN THI S ACT:

(A) "ADJUSTED GROSS | NCOVE" MEANS ADJUSTED BUSI NESS | NCOVE AS
DEFI NED I N SECTI ON 108.

(B) "BUSI NESS | NCOVE" MEANS FEDERAL TAXABLE | NCOVE PLUS THE
AMOUNT OF A DEDUCTI ON CLAI MED UNDER SECTI ON 199 OF THE | NTERNAL
REVENUE CODE RELATED TO DQOVESTI C PRODUCTI ON ACTI VI TI ES, EXCEPT THAT
FOR A PERSON OTHER THAN A CORPORATI ON, BUSI NESS | NCOVE MEANS THAT
PART OF FEDERAL TAXABLE | NCOVE DERI VED FROM BUSI NESS ACTI VI TY PLUS
THE AMOUNT OF A DEDUCTI ON CLAI MED UNDER SECTI ON 199 OF THE | NTERNAL
REVENUE CODE RELATED TO DOMESTI C PRODUCTI ON ACTIVITIES. FOR A
PARTNERSHI P, BUSI NESS | NCOVE | NCLUDES PAYMENTS AND | TEMS OF | NCOVE
AND EXPENSE THAT ARE ATTRI BUTABLE TO BUSI NESS ACTIVITY OF THE
PARTNERSH P AND ARE SEPARATELY REPORTED TO THE PARTNERS OF THE
PARTNERSH! P.

(©) "CLIENT" MEANS AN ENTITY WHOSE EMPLOYMENT OPERATI ONS ARE
MANAGED BY A PROFESSI ONAL EMPLOYER ORGANI ZATI ON.

(D) "CORPORATI ON' MEANS A TAXPAYER THAT IS REQUI RED OR HAS
ELECTED TO FI LE AS A CORPORATI ON FOR FEDERAL | NCOVE TAX PURPCSES.

(E) "PROFESSI ONAL EMPLOYER ORGANI ZATI ON' MEANS AN ORGANI ZATI ON
THAT PROVI DES THE MANAGEMENT AND ADM NI STRATI ON OF THE HUVAN
RESOURCES OF ANOTHER ENTI TY BY CONTRACTUALLY ASSUM NG SUBSTANTI AL
EMPLOYER RI GHTS AND RESPONSI Bl LI TI ES THROUGH A PROFESSI ONAL
EMPLOYER AGREEMENT THAT ESTABLI SHES AN EMPLOYER RELATI ONSH P W TH
THE LEASED OFFI CERS OR EMPLOYEES ASSI GNED TO THE OTHER ENTI TY BY
DO NG ALL OF THE FOLLOW NG

(i) MAINTAI NING THE RI GHT OF DI RECTI ON AND CONTROL OF
EMPLOYEES' WORK, ALTHOUGH THI S RESPONSI Bl LI TY MAY BE SHARED W TH
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THE OTHER ENTI TY.

(i) PAYI NG WAGES AND EMPLOYMENT TAXES OF THE EMPLOYEES OUT OF
I TS OAN ACCOUNTS.

(1ii) REPORTI NG, COLLECTI NG, AND DEPOCSI TI NG STATE AND FEDERAL
EMPLOYMENT TAXES FOR THE EMPLOYEES.

(iv) RETAINING THE RI GHT TO H RE AND FI RE EMPLOYEES.

(F) "TEMPORARY EMPLOYEE" MEANS AN EMPLOYEE WHO MEETS BOTH OF
THE FOLLOWN NG CRI TERI A:

(i) THE WAGES AND OTHER COVPENSATI ON OF THE EMPLOYEE ARE
DETERM NED EXCLUSI VELY BY THE ENTITY THAT SUPPLI ES THE TEMPORARY
EMPLOYEE.

(i) THE EMPLOYEE | S EMPLOYED BY AN ENTI TY THAT PROVI DES THE
EMPLOYEE PRI MARI LY FOR THE PURPOSE OF MEETI NG TEMPORARY OR SEASONAL
EMPLOYEE NEEDS OF THE ENTI TY' S CUSTOMVERS.

SEC. 104. FOR TAX YEARS THAT BEG N ON OR AFTER JANUARY 1,

2006, THE TAX RATE UNDER SECTI ON 31 SHALL BE 1. 2%

SEC. 105. FOR TAX YEARS THAT BEG N ON OR AFTER JANUARY 1,
2006, ALL OF THE TAX BASE, OTHER THAN THE TAX BASE DERI VED
PRI NCl PALLY FROM TRANSPORTATI ON, FI NANCI AL, OR | NSURANCE CARRI ER
SERVI CES OR SPECI FI CALLY ALLOCATED SHALL BE APPORTI ONED TO THI S
STATE BY MULTI PLYI NG THE TAX BASE BY THE SALES FACTOR

SEC. 106. (1) FOR TAX YEARS THAT BEG N ON OR AFTER JANUARY 1,
2006, A TAXPAYER THAT IS AN | NDUSTRI AL PROCESSOR OR A RESEARCH AND
DEVELOPMENT COMPANY MAY CLAIM A CREDI T EQUAL TO 35% OF THE PROPERTY
TAXES PAID I N THE TAX YEAR BY THE TAXPAYER ON TANG BLE PERSONAL
PROPERTY USED FOR | NDUSTRI AL PROCESSI NG, | NCLUDI NG RESEARCH OR
EXPERI MENTAL ACTI VI TI ES. EXCEPT AS OTHERW SE PROVI DED | N SUBSECTI ON
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(9) (A), TANG BLE PERSONAL PROPERTY USED BY AN | NDUSTRI AL PROCESSOR
OR RESEARCH AND DEVELOPMENT COMPANY FOR | NDUSTRI AL PROCESSI NG

| NCLUDES PROPERTY DESCRI BED | N SECTI ON 4T(4) OF THE GENERAL SALES
TAX ACT, 1933 PA 167, MCL 205.54T, AND EXCLUDES PROPERTY DESCRI BED
I N SECTI ON 4T(5) OF THE GENERAL SALES TAX ACT, 1933 PA 167, MCL
205. 54T.

(2) PERSONAL PROPERTY TAXES PAI D ON ANY TANG BLE PERSONAL
PROPERTY, | NCLUDI NG PROPERTY USED FOR | NDUSTRI AL PROCESSI NG OR
RESEARCH OR EXPERI MENTAL ACTI VI TI ES, THAT HAS AS | TS PRI MARY
PURPCSE THE SUPPORT OF SALES AT RETAIL OF TANG BLE PERSONAL
PROPERTY, OTHER THAN SALES TO EMPLOYEES, OR OTHER COMVERCI AL
ACTI VI TIES SHALL NOT BE USED | N THE CALCULATI ON OF THE CREDI T UNDER
SUBSECTI ONS (4) TO (6).

(3) TO QUALI FY FOR THE CREDI T UNDER THI S SECTI ON FOR AN | TEM
OF TANG BLE PERSONAL PROPERTY, A TAXPAYER THAT | S OTHERW SE
ELI G BLE TO CLAIM THE CREDI T ALLOAED UNDER THI S SECTI ON SHALL FILE
W THI N THE TI ME REQUI RED THE STATEMENT OF PERSONAL PROPERTY
DESCRI BED | N SECTI ON 19 OF THE GENERAL PROPERTY TAX ACT, 1893 PA
206, MCL 211.19, FOR THAT | TEM OF TANG BLE PERSONAL PROPERTY USED
FOR | NDUSTRI AL PROCESSI NG OR FOR A RESEARCH OR EXPERI MENTAL
ACTI VI TY FOR THE LOCATI ON AT WH CH THE TANG BLE PERSONAL PROPERTY
THAT 1S THE BASI'S OF THE CREDI T ALLOWED UNDER THI S SECTION IS
LOCATED. TAXPAYERS SHALL CLAI M AND CALCULATE THE CREDI T I N THE
MANNER PRESCRI BED | N SUBSECTI ONS (4) TO (6).

(4) FOR A TAXPAYER THAT IS AN | NDUSTRI AL PROCESSOR WHOSE ONLY
SI GNI FI CANT BUSI NESS ACTIVITY |'S | NDUSTRI AL PROCESSI NG AND
ACTI VI TI ES THAT SUPPORT | TS | NDUSTRI AL PROCESSI NG, THE AMOUNT OF
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PERSONAL PROPERTY TAXES USED TO CALCULATE THE CREDI T ALLOWED UNDER
SUBSECTI ON (1) SHALL BE 90% OF THE PERSONAL PROPERTY TAXES PAI D AND
REPORTED ON PERSONAL PROPERTY BY THE | NDUSTRI AL PROCESSCR

(5) A TAXPAYER THAT IS AN | NDUSTRI AL PROCESSOR THAT | S NOT
SUBJECT TO SUBSECTI ON (4) OR (6) SHALL COWPLETE AND FILE WTHI N THE
TI ME REQUI RED BY SECTION 19 OF THE GENERAL PROPERTY TAX ACT, 1893
PA 206, MCL 211.19, STATEMENTS OF PERSONAL PROPERTY SEPARATELY FOR
BOTH THE PROPERTY USED FOR | NDUSTRI AL PROCESSI NG AND PRCPERTY USED
FOR OTHER PURPCSES AND SHALL CLAIM THE CREDI T AS PROVI DED I N
SUBSECTI ON (1) ON PERSONAL PROPERTY USED FOR | NDUSTRI AL PROCESSI NG
AND SEPARATELY REPORTED AS REQUI RED BY THI S SUBSECTI ON.

(6) A TAXPAYER THAT | S A RESEARCH AND DEVELOPMENT COVPANY
SHALL COVPLETE AND FI LE WTH N THE TI ME REQUI RED THE STATEMENT OF
PERSONAL PROPERTY DESCRI BED | N SECTI ON 19 OF THE GENERAL PROPERTY
TAX ACT, 1893 PA 206, MCL 211.19, SEPARATELY FOR THE PROPERTY USED
FOR RESEARCH OR EXPERI MENTAL ACTI VI TI ES AND THE PROPERTY USED FOR
OTHER PURPOSES AND SHALL CALCULATE THE CREDI T ALLOWED UNDER
SUBSECTI ON (1) BASED ON TAXES PAI D FOR RESEARCH OR EXPERI MENTAL
PROPERTY AND SEPARATELY REPORTED AS REQUI RED IN THI S SUBSECTI ON.

(7) IF THE CREDIT ALLOAED UNDER THI S SECTI ON EXCEEDS THE TAX
LI ABI LITY OF THE TAXPAYER FOR THE TAX YEAR, THE EXCESS SHALL BE
REFUNDED TO THE TAXPAYER THE STATE TREASURER SHALL ESTABLI SH A
RESERVE ACCOUNT | N THE DEPARTMENT TO FUND AND PROVI DE FOR PAYMENT
OF THE AMOUNT OF REFUNDS FOR CREDI TS UNDER THI S SECTI ON THAT ARE
ATTRI BUTABLE TO THE FI SCAL YEARS ENDI NG | N THE TAX YEARS FOR VHI CH
CREDI TS ARE CLAI MED.

(8) AN AFFI LI ATED GROUP AS DEFINED IN THI S ACT, A CONTROLLED

01992' 05 RIJA



© 00 N o o0~ W N P

N N N N N N NN P P P P R R R R P
N~ o o M WN P O © 00N OO0~ WDN P O

GROUP OF CORPORATI ONS AS DEFI NED | N SECTI ON 1563 OF THE | NTERNAL
REVENUE CODE AND FURTHER DESCRI BED | N 26 CFR 1.414(B)-1 AND
1.414(C)-1 TO 1.414(C)-5, OR AN ENTI TY UNDER COMMON CONTROL AS

DEFI NED BY THE | NTERNAL REVENUE CODE SHALL NOT CLAI M THE CREDI T
ALLONED BY THI S SECTI ON AS A RESEARCH AND DEVELOPMENT COVPANY
UNLESS THE BUSI NESS ACTI VI TIES OF THE ENTI TI ES ARE CONSOLI DATED FOR
THE PURPOSE OF DETERM NI NG WHETHER THE TAXPAYER | S A RESEARCH AND
DEVELOPMENT COVPANY. FOR PURPOSES OF THI S SUBSECTI ON, BUSI NESS

ACTI VI TIES | NCLUDE ALL ACTIVI TIES WTH N AND OUTSI DE OF TH S STATE.

(9) AS USED IN TH S SECTI ON:

(A) "I NDUSTRI AL PROCESSI NG' MEANS THAT TERM AS DEFI NED I N
SECTI ON 4T(7) (A) OF THE GENERAL SALES TAX ACT, 1933 PA 167, ML
205. 54T, AND DESCRI BED | N SECTI ON 4T(3) OF THE GENERAL SALES TAX
ACT, 1933 PA 167, MCL 205.54T, AND EXCLUDES THOSE ACTI VI TI ES
DESCRI BED | N SECTI ON 4T(6) OF THE GENERAL SALES TAX ACT, 1933 PA
167, MCL 205.54T, EXCEPT THAT FOR PURPCSES OF THI'S SECTI ON,
| NDUSTRI AL PROCESSI NG | NCLUDES TANG BLE PERSONAL PROPERTY USED FOR
THE RECEI VI NG AND STORAGE OF MATERI ALS PURCHASED BY AN | NDUSTRI AL
PROCESSOR OR USED AT A FI XED LOCATI ON FOR THE PRESERVATI ON,

MAI NTENANCE, WAREHOUSI NG, OR SHI PPI NG OF A FI NI SHED GOOD.

(B) "I NDUSTRI AL PROCESSOR' MEANS THAT TERM AS DEFI NED I N
SECTI ON 4T(7)(B) OF THE GENERAL SALES TAX ACT, 1933 PA 167, ML
205. 54T, BUT DOES NOT | NCLUDE A PUBLIC UTI LI TY.

(C) "PROPERTY TAXES'" MEANS A TAX LEVI ED UNDER ANY OF THE
FOLLON NG ACTS:

(i) THE GENERAL PROPERTY TAX ACT, 1893 PA 206, ML 211.1 TO
211. 157.
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(i) 1974 PA 198, MCL 207.551 TO 207.572.

(iii) THE OBSCLETE PROPERTY REHABI LI TATI ON ACT, 2000 PA 146, MCL
125. 2781 TO 125. 2797.

(D) "RESEARCH OR EXPERI MENTAL ACTI VI TI ES" MEANS THAT TERM AS
DEFI NED I N SECTI ON 4T(7) (E) OF THE CGENERAL SALES TAX ACT, 1933 PA
167, MCL 205. 54T.

(E) "RESEARCH AND DEVELOPMENT COVPANY" MEANS A TAXPAYER THAT
I S EXCLUSI VELY PERFORM NG RESEARCH OR EXPERI MENTAL ACTI VI TI ES.

SEC. 107. (1) FOR TAX YEARS THAT BEG N ON OR AFTER JANUARY 1,
2006, A TAXPAYER THAT IS A RESEARCH AND DEVELOPMENT COVPANY MAY
CLAIM A CREDI T AGAI NST THE TAX | MPOSED BY THI S ACT EQUAL TO 1.2% OF
COVPENSATI ON AS DEFINED I N SECTI ON 4 FOR SERVI CES PERFORMED IN THI' S
STATE THAT ARE RESEARCH OR EXPERI MENTAL ACTI VI Tl ES.

(2) AN AFFI LI ATED GROUP AS DEFINED IN THI S ACT, A CONTROLLED
GROUP OF CORPORATI ONS AS DEFINED I N SECTI ON 1563 OF THE | NTERNAL
REVENUE CODE AND FURTHER DESCRIBED IN 26 CFR 1.414(B)-1 AND
1.414(C)-1 TO 1.414(C)-5, OR AN ENTI TY UNDER COVMON CONTRCL AS
DEFI NED BY THE | NTERNAL REVENUE CODE SHALL NOT CLAIM THE CREDI T
ALLONED BY TH S SECTI ON AS A RESEARCH AND DEVELOPMENT COVPANY
UNLESS THE BUSI NESS ACTI VI TIES OF THE ENTI TI ES ARE CONSOLI DATED FOR
THE PURPOSE OF DETERM NI NG WHETHER THE TAXPAYER | S A RESEARCH AND
DEVELOPMENT COWMPANY. FOR PURPOSES OF THI S SUBSECTI ON, BUSI NESS
ACTI VI TIES | NCLUDE ALL ACTIVITIES WTH N AND QUTSI DE OF TH S STATE.

(3) THE CREDI T ALLOWNED UNDER THI S SECTI ON FOR THE TAX YEAR
SHALL NOT BE REFUNDED AND SHALL NOT BE CARRI ED FORWARD AS AN OFFSET
TO THE TAX LIABILITY | N SUBSEQUENT TAX YEARS.

(4) THE CREDI T UNDER THI S SECTI ON SHALL BE CLAI MED AGAI NST THE
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TAXPAYER S TAX LI ABI LI TY AS DETERM NED AFTER THE APPLI CATI ON OF THE
CREDI T ALLOAED UNDER SECTI ON 106.

SEC. 108. (1) AS USED IN THI S CHAPTER

(A) "ACTI VE SHAREHOLDER' MEANS A SHAREHOLDER WHO RECEI VES AT
LEAST $10, 000. 00 | N COMPENSATI ON, DI RECTOR' S FEES, OR DI VI DENDS
FROM THE BUSI NESS, AND WHO OANS AT LEAST 5% OF THE OUTSTANDI NG
STOCK.

(B) "ADJUSTED BUSI NESS | NCOVE" MEANS BUSI NESS | NCOVE AS
DEFI NED | N SECTI ON 103 W TH ALL OF THE FOLLOW NG ADJUSTMENTS:

(i) ADD COMVPENSATI ON AND DI RECTOR S FEES OF ACTI VE SHAREHOLDERS
OF A CORPORATI ON.

(i) MAKE THE ADJUSTMENTS PROVI DED | N SECTI ON 9(4) (A) AND (B).

(iii) ADD COVPENSATI ON AND DI RECTOR S FEES OF OFFI CERS OF A
CORPORATI ON.

(C) "LOSS ADJUSTMENT" MEANS THE AMOUNT BY WHI CH ADJUSTED
BUSI NESS | NCOVE WAS LESS THAN ZERO I N ANY OF THE 5 TAX YEARS
| MVEDI ATELY PRECEDI NG THE TAX YEAR FOR WHI CH ELI G BI LI TY FOR THE
CREDI T PROVI DED BY THI'S SECTI ON |'S BEI NG DETERM NED. | N DETERM NI NG
THE LOSS ADJUSTMENT FOR A TAX YEAR A TAXPAYER |'S NOT REQU RED TO
USE MORE OF THE TAXPAYER S TOTAL NEGATI VE ADJUSTED BUSI NESS | NCOVE
THAN THE AMOUNT NEEDED TO QUALI FY THE TAXPAYER FOR THE CREDI T UNDER
THI'S SECTI ON. A TAXPAYER SHALL NOT BE CONSI DERED TO HAVE USED ANY
PORTI ON OF THE TAXPAYER S NEGATI VE ADJUSTED BUSI NESS | NCOVE AMOUNT
UNLESS THE PORTI ON USED | S NECESSARY TO QUALI FY FOR THE CREDI T
UNDER THI S SECTI ON. A TAXPAYER SHALL NOT REUSE A NEGATI VE ADJUSTED
BUSI NESS | NCOVE AMOUNT USED AS A LOSS ADJUSTMENT I N A PREVI OUS TAX
YEAR OR USE A NEGATI VE ADJUSTED BUSI NESS | NCOVE AMOUNT FROM A YEAR
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IN VH CH THE TAXPAYER DI D NOT RECEI VE THE CREDI T UNDER THI S
SECTI ON.

(D) "OFFI CER' MEANS AN OFFI CER OF A CORPORATI ON OTHER THAN A
SUBCHAPTER S CORPORATI ON | NCLUDI NG THE CHAI RPERSON OF THE BOARD,
PRESI DENT, VI CE PRESI DENT, SECRETARY, AND TREASURER, OR PERSONS
PERFORM NG SI M LAR DUTI ES.

(E) "SHAREHOLDER' MEANS A PERSON WHO OWNS QUTSTANDI NG STOCK | N
THE BUSI NESS OR A MEMBER OF A BUSI NESS ENTITY THAT FILES AS A
CORPORATI ON FOR FEDERAL | NCOVE TAX PURPOSES. AN I NDI VIDUAL | S
CONSI DERED AS THE OMNER OF THE STOCK OMNED, DI RECTLY OR | NDI RECTLY,
BY OR FOR FAM LY MEMBERS AS DEFI NED I N SECTI ON 318(A) (1) OF THE
I NTERNAL REVENUE CODE.

(F) "SUBCHAPTER S CORPORATI ON' MEANS A CORPORATI ON ELECTI NG
TAXATI ON UNDER SUBCHAPTER S OF CHAPTER 1 OF SUBTI TLE A OF THE
I NTERNAL REVENUE CODE, 26 USC 1361 TO 1379.

(2) THE CREDIT PROVIDED IN THI S SECTI ON SHALL BE TAKEN AFTER
THE CREDI T ALLOAED UNDER SECTI ON 35A BUT BEFORE ANY OTHER CREDI T
UNDER THI S ACT, AND IS AVAI LABLE TO ANY PERSON WHOSE GROSS RECEI PTS
DO NOT EXCEED $10, 000, 000. 00 AND WHOSE ADJUSTED BUSI NESS | NCOVE
M NUS THE LOSS ADJUSTMENT DOES NOT EXCEED $475, 000. 00, SUBJECT TO
THE FOLLOW NG

(A) AN I NDI VI DUAL, A PARTNERSHI P, A BUSI NESS ENTI TY THAT FI LES
AS A PARTNERSHI P FOR FEDERAL | NCOVE TAX PURPCSES, OR A SUBCHAPTER S
CORPORATION I'S DI SQUALI FI ED I F THE | NDI VI DUAL, ANY 1 PARTNER OF THE
PARTNERSHI P, ANY 1 MEMBER OF THE BUSI NESS ENTI TY THAT FILES AS A
PARTNERSHI P FOR FEDERAL | NCOVE TAX PURPOSES, OR ANY 1 SHAREHOLDER
OF THE SUBCHAPTER S CORPORATI ON RECEI VES MORE THAN $115, 000. 00 AS A
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DI STRI BUTI VE SHARE OF THE ADJUSTED BUSI NESS | NCOVE M NUS THE LOSS
ADJUSTMENT OF THE | NDI VI DUAL, THE PARTNERSH P, THE BUSI NESS ENTI TY
THAT FILES AS A PARTNERSHI P FOR FEDERAL | NCOME TAX PURPCSES, OR THE
SUBCHAPTER S CORPORATI ON.

(B) A CORPORATI ON OTHER THAN A SUBCHAPTER S CORPORATI ON | S
DI SQUALI FI ED | F El THER OF THE FOLLOW NG OCCUR FOR THE RESPECTI VE
TAX YEAR

(i) COVPENSATI ON AND DI RECTOR S FEES OF A SHAREHOLDER OR
OFFI CER EXCEED $115, 000. 00.

(i) THE SUM OF THE FOLLOW NG AMOUNTS EXCEEDS $115, 000. 00:

(A) COMPENSATI ON AND DI RECTOR S FEES OF A SHAREHOLDER

(B) THE PRODUCT OF THE PERCENTAGE OF OUTSTANDI NG OANERSHI P OR
OF OUTSTANDI NG STOCK OANED BY THAT SHAREHOLDER MULTI PLI ED BY THE
DI FFERENCE BETWEEN THE SUM OF BUSI NESS | NCOVE AND THE ADJUSTMENTS
PROVI DED | N SECTI ON 9(4) (A) AND (B) M NUS THE LOSS ADJUSTMENT.

(C) SUBJECT TO THE PROVI SI ONS FOR DETERM NI NG THE REDUCTI ON
PERCENTAGE UNDER SECTI ON 36D AS | T |'S APPLI ED THROUGH FORMER
SECTI ON 36, THE CREDI T DETERM NED UNDER THI'S SUBSECTI ON SHALL BE
REDUCED BY THE FOLLOW NG PERCENTAGES | N THE FOLLOW NG
Cl RCUMBTANCES:

(i) | F AN I NDI VI DUAL, ANY 1 PARTNER OF THE PARTNERSHI P, ANY 1
MEMBER OF THE BUSI NESS ENTI TY THAT FILES AS A PARTNERSHI P FOR
FEDERAL | NCOVE TAX PURPCSES, OR ANY 1 SHAREHOLDER OF THE SUBCHAPTER
S CORPORATI ON RECEI VES AS A DI STRI BUTI VE SHARE OF ADJUSTED GROSS
| NCOVE M NUS THE LOSS ADJUSTMENT OF THE | NDI VI DUAL, PARTNERSHI P,
BUSI NESS ENTI TY THAT FILES AS A PARTNERSHI P FOR FEDERAL | NCOVE TAX
PURPCSES, OR SUBCHAPTER S CORPORATI ON; | F COVPENSATI ON AND
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DI RECTORS FEES OF A SHAREHOLDER OR OFFI CER OF A CORPORATI ON OTHER
THAN A SUBCHAPTER S CORPORATI ON ARE; OR | F THE SUM OF THE AMOUNTS

I N SUBDI VI SION (B) (ii) (A) AND (B) |'S MORE THAN $95, 000. 00 BUT LESS
THAN $100, 000. 00, THE CREDI T | S REDUCED BY 20%

(i) |F AN I NDIVIDUAL, ANY 1 PARTNER OF THE PARTNERSHI P, ANY 1
MEMBER OF A BUSI NESS ENTI TY THAT FILES AS A PARTNERSHI P FOR FEDERAL
| NCOVE TAX PURPCSES, OR ANY 1 SHAREHOLDER OF THE SUBCHAPTER S
CORPORATI ON RECEI VES AS A DI STRI BUTI VE SHARE OF ADJUSTED GROSS
| NCOVE M NUS THE LOSS ADJUSTMENT OF THE | NDI VI DUAL, PARTNERSHI P,
BUSI NESS ENTI TY THAT FI LES AS A PARTNERSHI P FOR FEDERAL | NCOVE TAX
PURPCSES, OR SUBCHAPTER S CORPORATI ON; | F COVPENSATI ON AND
DI RECTORS FEES OF A SHAREHOLDER OR OFFI CER OF A CORPORATI ON OTHER
THAN A SUBCHAPTER S CORPORATI ON ARE; OR | F THE SUM OF THE AMOUNTS
I N SUBDI VI SION (B) (ii) (A) AND (B) IS $100, 000.00 OR MORE BUT LESS
THAN $105, 000. 00, THE CREDI T |'S REDUCED BY 40%

(iii) | F AN I NDI VI DUAL, ANY 1 PARTNER OF THE PARTNERSHI P, ANY 1
MEMBER OF A BUSI NESS ENTI TY THAT FI LES AS A PARTNERSH P FOR FEDERAL
| NCOVE TAX PURPCSES, OR ANY 1 SHAREHOLDER OF THE SUBCHAPTER S
CORPORATI ON RECEI VES AS A DI STRI BUTI VE SHARE OF ADJUSTED GROSS
| NCOVE M NUS THE LOSS ADJUSTMENT OF THE | NDI VI DUAL, PARTNERSHI P,
BUSI NESS ENTI TY THAT FI LES AS A PARTNERSHI P FOR FEDERAL | NCOVE TAX
PURPCSES, OR SUBCHAPTER S CORPORATI ON; | F COVPENSATI ON AND
DI RECTORS FEES OF A SHAREHOLDER OR OFFI CER OF A CORPORATI ON OTHER
THAN A SUBCHAPTER S CORPORATI ON ARE; OR | F THE SUM OF THE AMOUNTS
I N SUBDI VI SI ON (B) (ii) (A) AND (B) 1S $105,000.00 OR MORE BUT LESS
THAN $110, 000. 00, THE CREDI T | S REDUCED BY 60%

(ivy | F AN I NDI VIDUAL, ANY 1 PARTNER OF THE PARTNERSHI P, ANY 1
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MEMBER OF A BUSI NESS ENTI TY THAT FILES AS A PARTNERSHI P FOR FEDERAL
| NCOVE TAX PURPOSES, OR ANY 1 SHAREHOLDER OF THE SUBCHAPTER S
CORPORATI ON RECEI VES AS A DI STRI BUTI VE SHARE OF ADJUSTED GROSS

| NCOVE M NUS THE LOSS ADJUSTMENT OF THE | NDI VI DUAL, PARTNERSHI P,
BUSI NESS ENTI TY THAT FILES AS A PARTNERSHI P FOR FEDERAL | NCOVE TAX
PURPCSES, OR SUBCHAPTER S CORPORATI ON; | F COVPENSATI ON AND

DI RECTORS' FEES OF A SHAREHOLDER OR OFFI CER OF A CORPORATI ON OTHER
THAN A SUBCHAPTER S CORPORATI ON ARE; OR | F THE SUM OF THE AMOUNTS

I N SUBDI VI SI ON (B) (ii)(A) AND (B) 1S $110,000.00 OR MORE BUT LESS
THAN $115, 000. 00, THE CREDI T | S REDUCED BY 80%

(3) FOR THE PURPOSES OF DETERM NI NG DI SQUALI FI CATI ON UNDER
SUBSECTI ON (2), AN ACTI VE SHAREHOLDER S SHARE OF BUSI NESS | NCOVE
SHALL NOT BE ATTRI BUTED TO ANOTHER ACTI VE SHAREHOLDER.

(4) A PERSON WHO QUALI FI ES PURSUANT TO SUBSECTION (2) IS
ALLOWED A CREDI T AGAI NST THE TAX | MPOSED BY SECTION 31. THE CREDI T
| S THE GREATER OF THE AMOUNT BY WHI CH THE TAX | MPOSED BY SECTI ON 31
EXCEEDS 1.2% OF ADJUSTED BUSI NESS | NCOVE OR A PERCENTAGE REDUCTI ON
IN TAX LI ABI LI TY.

(5) THE PERCENTAGE REDUCTI ON PROVI DED | N SUBSECTI ON (4) 1S
CALCULATED BY SUBTRACTI NG FROM 100% THE PERCENTAGE COMPUTED BY
DI VI DI NG ADJUSTED BUSI NESS | NCOVE BY 45% OF THE TAX BASE.

(6) | F GROSS RECEI PTS EXCEED $9, 000, 000. 00, THE CREDI T SHALL
BE REDUCED BY A FRACTI ON, THE NUMERATOR OF WHI CH | S THE AMOUNT OF
GROSS RECEI PTS OVER $9, 000, 000. 00 AND THE DENOM NATOR OF WHICH IS
$1, 000, 000. 00. THE CREDI T SHALL NOT EXCEED 100% OF THE TAX
LI ABI LI TY | MPOSED BY SECTI ON 31.

(7) AN AFFI LI ATED GROUP AS DEFINED IN THI'S ACT, A CONTROLLED
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GROUP OF CORPORATI ONS AS DEFI NED | N SECTI ON 1563 OF THE | NTERNAL
REVENUE CODE AND FURTHER DESCRI BED | N 26 CFR 1.414(B)-1 AND
1.414(C)-1 TO 1.414(C)-5, OR AN ENTI TY UNDER COMMON CONTROL AS

DEFI NED BY THE | NTERNAL REVENUE CODE SHALL NOT TAKE THE CREDI T
ALLOWED BY THI S SECTI ON UNLESS THE BUSI NESS ACTI VI TI ES OF THE

ENTI TI ES ARE CONSOLI DATED. FOR PURPOSES OF THI'S SUBSECTI ON,

BUSI NESS ACTI VI TIES | NCLUDE ALL ACTI VI TIES W THI N AND OUTSI DE OF

TH S STATE.

(8) THE DEPARTMENT SHALL PERM T A TAXPAYER WHO ELECTS TO CLAI M
THE CREDI T ALLOWED BY THI'S SECTI ON BASED ON THE AMOUNT BY WH CH THE
TAX | MPOSED BY SECTI ON 31 EXCEEDS THE PERCENTAGE OF ADJUSTED
BUSI NESS | NCOVE FOR THE TAX YEAR AS DETERM NED UNDER SUBSECTI ON
(4), AND WHO |'S NOT REQUI RED TO REDUCE THE CREDI T PURSUANT TO
SUBSECTI ON (2) OR (6), TO FILE AND PAY THE TAX | MPOSED BY THI S ACT
W THOUT COMPUTI NG THE TAX | MPOSED UNDER SECTI ON 31.

(9) THI'S SECTI ON SHALL APPLY TO TAX YEARS THAT BEG N ON AND
AFTER JANUARY 1, 2006.

SEC. 109. FOR TAX YEARS THAT BEG N ON OR AFTER JANUARY 1,

2006, THE TAX BASE FOR A CORPORATI ON OTHER THAN AN S CORPORATI ON
SHALL BE DETERM NED BY ADDI NG THE SUM OF THE FOLLOW NG AMOUNTS, | F
THE SUM | S GREATER THAN ZERO, MULTI PLYI NG THAT RESULT BY 2 AND
ADDI NG THE TOTAL TO THE TAX BASE AS CALCULATED UNDER SECTI ON 9:

(A) BUSI NESS | NCOVE AS DEFI NED | N SECTI ON 103, REDUCED BY THE
AMOUNT OF DI VI DENDS DEDUCTED BY THE TAXPAYER FOR THE TAX YEAR UNDER
SECTI ON 9(7).

(B) THE ADJUSTMENT PROVI DED | N SECTI ON 9(4) (A).

SEC. 110. (1) EXCEPT AS PROVI DED | N SUBSECTI ON (2), FOR TAX
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YEARS THAT BEG N ON AND AFTER JANUARY 1, 2006, COVPENSATI ON OF A
CLI ENT | NCLUDES COVPENSATI ON PAI D BY A PROFESSI ONAL EMPLOYER
ORGANI ZATI ON TO THE OFFI CERS OF THE CLI ENT.

(2) FOR TAX YEARS THAT BEG N ON OR AFTER JANUARY 1, 2006 WTH
RESPECT TO A PROFESSI ONAL EMPLOYER ORGANI ZATI ON THAT HAS 1% OR MORE
OF THE COVWON OMNERSHI P W TH A CLI ENT, A PROFESSI ONAL EMPLOYER
ORGANI ZATION I N WHI CH A CLI ENT HAS MORE THAN 1% OWNERSHI P | NTEREST,
OR A PROFESSI ONAL EMPLOYER ORGANI ZATI ON THAT HAS MORE THAN A 1%
OWNERSHI P | NTEREST IN A CLI ENT, COVPENSATI ON OF THE CLI ENT | NCLUDES
COVPENSATI ON PAI D BY THE PROFESSI ONAL EMPLOYER ORGANI ZATI ON TO THE
OFFI CERS OF THE CLI ENT AND TO EMPLOYEES OF THE PROFESSI ONAL
EMPLOYER ORGANI ZATI ON VWHO ARE ASSI GNED TO AND PERFORM SERVI CES FOR
THE CLI ENT. HOWEVER, A PROFESSI ONAL EMPLOYER ORGANI ZATI ON AND | TS
CLI ENT MAY JO NTLY ELECT, IN A MANNER DETERM NED BY THE DEPARTMENT,
NOT TO BE SUBJECT TO THE PROVI SIONS OF TH S SUBSECTI ON AND TO
I NCLUDE COWMPENSATI ON THAT |'S REQUI RED BY THI S SUBSECTI ON TO BE
I NCLUDED | N THE TAX BASE OF THE CLI ENT TO BE | NCLUDED I N THE TAX
BASE OF THE PROFESSI ONAL EMPLOYER ORGANI ZATI ON. TAXPAYERS MAKI NG
TH'S ELECTI ON SHALL NOT CLAIM THE CREDI T UNDER SECTI ON 108.

(3) FOR PURPCSES COF THI S SECTI ON, OFFI CERS AND EMPLOYEES OF
THE CLI ENT ALSO | NCLUDES EMPLOYEES FOR WHOM THE PROFESSI ONAL
EMPLOYER ORGANI ZATI ON | S REQUI RED TO W THHOLD TAXES FOR FEDERAL
I NCOVE TAX PURPOSES. HOWEVER, THI S SUBSECTI ON DOES NOT APPLY TO
COVPENSATI ON PAI D TO A TEMPORARY EMPLOYEE.

(4) A PROFESSI ONAL EMPLOYER ORGANI ZATI ON TO WHI CH SUBSECTI ON
(1) OR (2) APPLIES SHALL, WTH N 30 DAYS AFTER THE END OF EACH
CLIENT’ S TAX YEAR, SUBM T TO THE CLI ENT A STATEMENT REPORTI NG THE
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COVPENSATI ON AS DEFINED | N SECTI ON 4 PAI D TO EMPLOYEES AND OFFI CERS
OF THE CLI ENT THAT WAS REI MBURSED BY THE CLI ENT. | F THE REPORT
REQUI RED BY THI S SUBSECTI ON IS NOT' SUBM TTED, THE AMOUNT OF
COVPENSATI ON SHALL BE CONSI DERED TO BE THE ENTI RE AMOUNT PAI D BY
THE CLIENT TO THE PROFESSI ONAL EMPLOYER ORGANI ZATI ON.

(5) AS USED IN THI S SECTI ON, "OFFI CER'" MEANS THAT TERM AS
DEFI NED I N SECTI ON 108.

SEC. 111. (1) FOR TAX YEARS BEG NNI NG AFTER DECEMBER 31, 2006,
EACH | NSURANCE COVPANY SHALL PAY A TAX DETERM NED UNDER THI S
SECTI ON.

(2) EXCEPT AS OTHERW SE PROVI DED BY THI S SECTI ON, THE TAX
| MPOSED BY THI S ACT ON EACH | NSURANCE COVPANY SHALL BE A TAX EQUAL
TO 2% OF GRCSS DI RECT PREM UMS VWRI TTEN ON PROPERTY OR RI SK LOCATED
OR RESIDING IN TH S STATE. DI RECT PREM UMs DO NOT | NCLUDE ANY OF
THE FOLLOW NG

(A) PREM UMS ON PCLI CI ES NOT TAKEN.

(B) RETURNED PREM UMS ON CANCELED PQOLI Cl ES.

(© RECEI PTS FROM THE SALE OF ANNU TI ES.

(D) RECEI PTS ON REI NSURANCE PREM UMS | F THE TAX HAS BEEN PAID
ON THE ORI G NAL PREM UMS.

(3) AN I NSURANCE COVPANY |'S SUBJECT TO THE TAX UNDER
SUBSECTI ON (2) OR UNDER SECTI ON 476A OF THE | NSURANCE CCDE COF 1956,
1956 PA 218, MCL 500.476A, |F APPLI CABLE, WH CHEVER | S GREATER

(4) THE TAX YEAR FOR AN | NSURANCE COVPANY SHALL BE THE
CALENDAR YEAR.

(5) NOTW THSTANDI NG SECTI ON 73, AN | NSURANCE COVPANY SHALL
FI LE THE ANNUAL RETURN REQUI RED UNDER THI S ACT BEFCORE MARCH 2 AFTER
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THE END OF THE | NSURANCE COVPANY' S TAX YEAR, AND AN AUTOVATI C
EXTENSI ON UNDER SECTI ON 73(3) |'S NOT AVAI LABLE.

(6) FOR THE PURPOSE OF CALCULATI NG AN ESTI MATED PAYNENT
REQUI RED BY SECTI ON 71, THE GREATER OF THE AMOUNT OF TAX | MPOSED ON
AN | NSURANCE COVPANY UNDER THI S ACT OR UNDER SECTI ON 476A OF THE
| NSURANCE CODE OF 1956, 1956 PA 218, MCL 500.476A, SHALL BE
CONSI DERED THE | NSURANCE COVPANY' S TAX LI ABI LI TY FOR THE
| MVEDI ATELY PRECEDI NG TAX YEAR

(7) THE REQUI REMENTS OF SECTI ON 28(1) (F) OF 1941 PA 122, ML
205. 28, THAT PROHI BI T AN EMPLOYEE OR AUTHORI ZED REPRESENTATI VE OF,
A FORVER EMPLOYEE OR AUTHORI ZED REPRESENTATI VE OF, OR ANYONE
CONNECTED W TH THE DEPARTMENT FROM DI VULG NG ANY FACTS OR
| NFORMATI ON OBTAI NED | N CONNECTI ON W TH THE ADM NI STRATI ON OF A TAX
DO NOT APPLY TO DI SCLOSURE OF A TAX RETURN REQUI RED BY THI S
SECTI ON.

(8) THE TAX CALCULATED UNDER THI'S SECTION IS IN LI EU OF ALL
OTHER PRI VI LEGE OR FRANCHI SE FEES OR TAXES | MPOSED BY ANY OTHER LAW
OF THI'S STATE, EXCEPT TAXES ON REAL AND PERSONAL PROPERTY, AND
EXCEPT AS OTHERW SE PROVI DED IN THI'S ACT AND | N THE | NSURANCE CODE
OF 1956, 1956 PA 218, MCL 500.100 TO 500. 8302.

(9) SECTI ON 35A DOES NOT APPLY TO AN | NSURANCE COMVPANY SUBJECT
TO TAX UNDER THI S SECTI ON.

SEC. 112. IF A FINAL ORDER OF A COURT OF COVPETENT
JURI SDI CTI ON FOR WHI CH ALL RI GHTS OF APPEAL HAVE BEEN EXHAUSTED OR
HAVE EXPlI RED DETERM NES THAT ANY PROVI SION OF THI S ACT THAT
PROVI DES A DEDUCTI ON, CREDI T, OR EXEMPTI ON W TH RESPECT TO
EMPLOYMENT, PERSONS, SERVI CES, TAXES, | NVESTMENT, OR ANY OTHER
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ACTIVI TY THAT IS LIM TED ONLY TO THI'S STATE |'S UNCONSTI TUTI ONAL OR
APPLI ES TO EMPLOYMENT, PERSONS, SERVI CES, TAXES, | NVESTMENT, OR ANY
OTHER ACTI VI TY OUTSIDE OF THI'S STATE, THEN THAT DEDUCTI ON, CREDI T,
OR EXEMPTI ON SHALL BE SEVERED FROM THI'S ACT IN I TS ENTI RETY AND
SHALL NOT BE EFFECTI VE FOR ANY TAX YEAR FOR WHI CH THE FI NAL RULI NG
APPLI ES AND THE REMAI NI NG PROVI SI ONS OF THI' S ACT SHALL REMAIN I N
EFFECT.

SEC. 113. IF A FINAL ORDER OF A COURT OF COVPETENT
JURI SDI CTI ON FOR WHI CH ALL RI GHTS OF APPEAL HAVE BEEN EXHAUSTED OR
HAVE EXPl RED DETERM NES THAT ANY PROVI SION OF THI S ACT |'S SUBJECT
TO THE LI M TATIONS OF 15 USC 381(A), THEN ALL OF THE FOLLOW NG
APPLY FOR ANY TAX YEAR FOR WH CH THE RULI NG APPLI ES:

(A) SECTION 109 |'S SEVERED FROM TH S ACT.

(B) ALL OF THE REMAI NI NG PROVI SIONS OF THI'S ACT SHALL REMAI N
| N EFFECT.

(C) AS A REPLACEMENT FOR THE PORTI ON OF THE TAX LEVI ED UNDER
SECTI ON 31 ATTRI BUTABLE TO THE ADDI TI ON REQUI RED UNDER SECTI ON 109,
THERE |'S | MPOSED ON CORPORATI ONS, OTHER THAN S CORPORATI ONS, AND
SUBJECT TO THE PROVI SI ONS OF 15 USC 381(A), FOR THE PRI VI LEGE OF
DO NG BUSI NESS | N TH' S STATE, A SEPARATE LEVY EQUAL TO 2. 4% OF THE
SUM OF THE FOLLOW NG AMOUNTS SUBJECT TO CONSOLI DATI ON AS PROVI DED
IN TH'S ACT AND APPORTI ONED AS PROVI DED | N SECTI ON 105:

(i) BUSI NESS | NCOVE AS DEFI NED | N SECTI ON 103 AND REDUCED BY
THE AMOUNT OF Di VI DENDS DEDUCTED UNDER SECTI ON 9( 7).

(i) THE ADJUSTMENT PROVI DED | N SECTI ON 9(4) (A).

SEC. 114. THE FOLLOW NG PROVI SIONS OF THI'S ACT SHALL NOT BE
EFFECTI VE FOR TAX YEARS THAT BEG N ON OR AFTER JANUARY 1, 2006:
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(A) SECTI ON 4(4).

(B) SECTION 3(3).

(C) SECTIONS 22A TO 22F.

(D) SECTION 31(2), (4), AND (5).

(E) SECTI ON 36.

(F) SECTION 37.

(G SECTION 39.

(H) SECTI ON 45.

(1) SECTI ON 45A.

SEC. 115. FOR PURPOSES COF THI S ACT, A TAXPAYER THAT HAS A 52-
OR 53- WEEK TAX YEAR BEGQ NNI NG NOTT MORE THAN 7 DAYS BEFORE DECEMBER
31 OF ANY YEAR IS CONSI DERED TO HAVE A TAX YEAR THAT BEA NS AFTER
DECEMBER 31 OF THAT YEAR

Enacting section 1. Enacting section 1 of 2002 PA 531 is
r epeal ed.

Enacting section 2. Enacting section 3 of 1999 PA 115 is
r epeal ed.

Enacting section 3. This anendatory act does not take effect
unl ess Senate Bill No. _ or House Bill No. 4477(request no.
01993' 05) of the 93rd Legislature is enacted into | aw.
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