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HOUSE BILL No. 4274

¥.Zv 'ON 1119 3SNOH

February 15, 2001, Introduced by Reps. Koetje, Kuipers, Patterson, LaSata, Kowall, Bishop, Lipsey, Ruth
Johnson, Vear, Kooiman, Meyer, Newell and Birkholz and referred to the Committee on Tax Policy.

A bill to amend 1975 PA 228, entitled
"Si ngl e business tax act,”
by amendi ng sections 7 and 31 (MCL 208.7 and 208. 31), section 7
as anended by 2000 PA 477 and section 31 as amended by 1999 PA
115.

THE PEOPLE OF THE STATE OF M CHI GAN ENACT:

Sec. 7. (1) As used in this act:

(a) "Sale" or "sales" neans the anounts received by the tax-
payer as consideration fromthe follow ng:

(i) The transfer of title to, or possession of, property
that is stock in trade or other property of a kind which would
properly be included in the inventory of the taxpayer if on hand
at the close of the tax period or property held by the taxpayer
primarily for sale to custoners in the ordinary course of its

trade or busi ness.

00219' 01 RIA



© 00 N oo o~ wWw N P

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27

2

(ii) The performance of services, which constitute business
activities other than those included in subparagraph (i), or from
any conbi nati on of business activities described in this subpara-
graph and subparagraph (i).

(iii) The rental, lease, licensing, or use of tangible or
i ntangi bl e property which constitutes business activity.

(b) "Sale" or "sales" does not include dividends, interest,
and royalties received by the taxpayer to the extent deducted
fromthe taxpayer's tax base under section 9(7).

(2) "State" means any state of the United States, the
District of Colunbia, the Commonwealth of Puerto Rico, any terri-
tory or possession of the United States, and any foreign country,
or political subdivision of any of the foregoing.

(3) "Goss receipts" neans, EXCEPT AS OTHERW SE PROVI DED | N
SECTI ON 31, the entire anount received by the taxpayer from any
activity whether in intrastate, interstate, or foreign comerce
carried on for direct or indirect gain, benefit, or advantage to
t he taxpayer or to others except for the foll ow ng:

(a) Proceeds fromsales by a principal that the taxpayer
collects in an agency capacity solely on behalf of the principal
and delivers to the principal.

(b) Anpunts received by the taxpayer as an agent solely on
behal f of the principal that are expended by the taxpayer for any
of the follow ng:

(i) The performance of a service by a third party for the
benefit of the principal that is required by law to be perforned

by a |icensed person.
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(ii) The performance of a service by a third party for the
benefit of the principal that the taxpayer has not undertaken a
contractual duty to perform

(tii) Principal and interest under a nortgage |oan or |and
contract, |ease or rental paynents, or taxes, utilities, or
i nsurance premuns relating to real or personal property owned or
| eased by the principal.

(iv) A capital asset of a type that is, or under the inter-
nal revenue code will becone, eligible for depreciation, anorti-
zation, or accelerated cost recovery by the principal for federal
i ncome tax purposes, or for real property owned or |eased by the
pri nci pal .

(v) Property not described under subparagraph (iv) purchased
by the taxpayer on behalf of the principal and that the taxpayer
does not take title to or use in the course of performng its
contractual business activities.

(vi) Fees, taxes, assessnents, levies, fines, penalties, or
ot her paynents established by law that are paid to a governnental
entity and that are the |egal obligation of the principal.

(c) Anpbunts that are excluded fromgross incone of a foreign
corporation engaged in the international operation of aircraft
under section 883(a) of the internal revenue code.

(d) Anpunts received by an advertising agency used to
acquire advertising nedia tinme, space, production, or talent on
behal f of another person.

(e) Notwi thstandi ng any other provision of this section,

anounts received by a taxpayer that nmanages real property owned
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by the taxpayer's client that are deposited into a separate
account kept in the nane of the taxpayer's client and that are
not reinbursenents to the taxpayer and are not indirect paynents
for managenment services that the taxpayer provides to that

client.

Sec. 31. (1) Except as provided in subsections (5), —and
(6), AND (7), there is levied and i nposed a specific tax upon the
adj usted tax base of every person with business activity in this
state that is allocated or apportioned to this state at the fol-
low ng rates for the specified periods:

(a) Before Cctober 1, 1994, 2.35%

(b) After Septenber 30, 1994 and before January 1, 1999,

2. 30%

(c) Beginning January 1, 1999 and each January 1 after 1999,
the rate under this subsection shall be reduced as provided in
subsection (5).

(2) As used in this section, "adjusted tax base" neans the
tax base allocated or apportioned to this state pursuant to chap-
ter 3 with the adjustnents prescribed by sections 23 and 23b and
t he exenptions prescribed by section 35. |If the adjusted tax
base exceeds 50% of the sum of gross receipts plus the adjust-
ments provided in section 23b(a) to (g), apportioned or allocated
to Mchigan wth the apportionnent fraction cal cul ated pursuant
to chapter 3, the adjusted tax base may, at the option of the
t axpayer, be reduced by that excess. |If a taxpayer reduces the
adj usted tax base under this subsection, the taxpayer is not

entitled to the adjustnent provided in subsection (4) for the
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same taxable year. This subsection does not apply to an adjusted
t ax base under section 22a.

(3) The tax levied under this section and inposed is upon
the privilege of doing business and not upon incone.

(4) Inlieu of the reduction provided in subsection (2), a
person nmay el ect to reduce the adjusted tax base by the percen-
tage that the conpensation divided by the tax base exceeds 63%
The deduction shall not exceed 37% of the adjusted tax base. For
pur poses of conputing the deduction allowed by this subsection,
as effective for the respective tax year, conpensation does not
i ncl ude amounts of conpensation exenpt fromtax under section
35(1)(e). This subsection does not apply to an adjusted tax base
under section 22a.

(5) If the conprehensive annual financial report of this
state for a state fiscal year, published pursuant to section 494
of the managenent and budget act, 1984 PA 431, MCL 18. 1494,
reports an endi ng bal ance of nobre than $250, 000, 000.00 in the
countercyclical budget and econom c stabilization fund created
under section 351 of the managenent and budget act, 1984 PA 431,
MCL 18.1351, for that state fiscal year, the tax rate under this
section shall be reduced by 0.1 percentage point on the January 1
following the end of the state fiscal year for which the report
was i ssued.

(6) FOR TAX YEARS THAT BEG N ON AND AFTER JANUARY 1, 2001
TAXPAYERS SHALL CALCULATE GROSS RECEI PTS FOR PURPOSES OF SUBSEC-
TION (2) BY ADDI NG THE TAXPAYER S GROSS RECEI PTS FOR THE TAX YEAR
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AND FOR THE 2 | MVEDI ATELY PRECEDI NG TAX YEARS AND DI VI DI NG THAT
SUM BY 3.
(7) —6)— The departnent shall annualize the rate under this
section as necessary, and the applicable annualized rate shall be

i mposed.
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