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HOUSE BILL No. 4951

June 16, 2005, Introduced by Reps. Gonzales and Meisner and referred to the Committee on
Tax Policy.

A bill to anend 1967 PA 281, entitled
"l ncome tax act of 1967,"
by amendi ng section 36 (MCL 206. 36).

THE PECPLE OF THE STATE OF M CHI GAN ENACT:

Sec. 36. (1) "Taxable inconme" in the case of a resident estate
or trust neans federal taxable inconme as defined in the interna
revenue code subject to the foll ow ng adjustnents:

(a) Add gross interest incone and dividends derived from
obligations or securities of states other than Mchigan, in the
sane anount whi ch has been excluded from federal taxable income
| ess rel ated expenses not deducted in conputing federal taxable
i ncone because of section 265 of the internal revenue code.

(b) Add taxes on or neasured by inconme to the extent the taxes
have been deducted in arriving at federal taxable incone.

(c) Add | osses on the sale or exchange of obligations of the

02574' 05 RIA

TS61 "ON 1119 ASNOH



© 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

United States governnent, the inconme of which this state is
prohi bited fromsubjecting to a net incone tax, to the extent that
the | oss has been deducted in arriving at federal taxable incone.

(d) Deduct, to the extent included in federal taxable incone,
i ncome derived fromobligations, or the sale or exchange of
obligations, of the United States governnent which this state is
prohi bited by |law from subjecting to a net inconme tax, reduced by
any interest on indebtedness incurred in carrying the obligations,
and by any expenses incurred in the production of such incone to
the extent that the expenses, including anortizable bond prem uns,
were deducted in arriving at federal taxable incone.

(e) Adjustments resulting fromthe application of section 271

(f) Deduct an adjustnent resulting fromthe allocation and
apportionnent provisions of chapter 3.

(G FOR TAX YEARS THAT BEG N AFTER DECEMBER 31, 2005, ADD, TO
THE EXTENT DEDUCTED I N THE TAX YEAR TO ARRI VE AT FEDERAL TAXABLE
I NCOMVE, EXPENSES | NCURRED I N THE PRODUCTI ON OF | NCOVE THAT IS NOT
TAXABLE UNDER THI S ACT.

(2) The respective shares of an estate or trust and its
beneficiaries, including, solely for the purpose of this
al l ocation, nonresident beneficiaries, in the additions and
subtractions to taxable income shall be in proportion to their
respecti ve shares of distributable net incone of the estate or
trust as defined in the internal revenue code. If the estate or
trust has no distributable net income for the taxable year, the
share of each beneficiary in the additions and subtractions shal

be in proportion to his share of the estate or trust incone for the
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year, under local law or the terns of the instrument, which is
required to be distributed currently and any ot her anounts of such
inconme distributed in the year. Any bal ance of the additions and
subtractions shall be allocated to the estate or trust. If capital
gains and | osses are distributed or distributable to a beneficiary
or beneficiaries under the internal revenue code, the fiduciary
shal | advi se each beneficiary of his share of the adjustnent under
section 271. The election or failure to el ect under section 271
Wi th respect to capital gains and | osses taxable to the estate or
trust shall not affect the beneficiary's right to elect or not to
el ect under section 271

(3) An addition or subtraction shall not be nade under this
section which has the effect of duplicating an item of incone or
deduction if the taxpayer establishes to the satisfaction of the
conmi ssioner that the itemis already reflected in federal taxable
inconme. If an addition or subtraction with respect to the sale or
exchange of obligations of the United States government proper
adj ustnment, in accordance with rules pronul gated by the
commi ssioner, of the deduction for excess of capital gains over

capital |osses shall be made.
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