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HOUSE BILL No. 4014
January 31, 1991, Introduced by Rep. Willis Bullard and referred 

to the Committee on Taxation.

A bill to amend section 30 of Act No. 281 of the Public Acts 

of 1967, entitled 

"Income tax act of 1967/"

as amended by Act No. 516 of the Public Acts of 1988, being sec­

tion 206.30 of the Michigan Compiled Laws.

THE PEOPLE OF THE STATE OF MICHIGAN ENACT:

1 Section 1. Section 30 of Act No. 281 of the Public Acts of

2 1967, as amended by Act No. 516 of the Public Acts of 1988, being

3 section 206.30 of the Michigan Compiled Laws, is amended to read

4 as follows:

5 Sec. 30. (1) "Taxable income" MEANS, for a person other

6 than a corporation, estate, or trust, means adjusted gross

7 income as defined in the internal revenue code subject to the

8 following adjustments:
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1 (a) A d d  g r o s s  interest income and d i v i d e n d s  d e r i v e d  f r o m

2 o b l i g a t i o n s  or s e c u r i t i e s  of states other than M i c h i g a n ,  in the

3 same a m o u n t  that has been e x c l u d e d  fr o m  -fed e ral- a d j u s t e d  g r o s s

4 i n c o m e  less r e l a t e d  exp e n s e s  not d e d u c t e d  in c o m p u t i n g  f e d e r a l '

5 a d j u s t e d  g r o s s  income b e c a u s e  of s e c t i o n  265(a)(1) of the int e r -

6 nal r e v e n u e  code.

7 (b) A d d  taxes on or m e a s u r e d  by income to the e x t e n t  the

8 taxes h a v e  b e e n  d e d u c t e d  in a r r i v i n g  at f e d e ral a d j u s t e d  g r o s s

9 income.

10 (c) A d d  lo s s e s  on the sale or e x c h a n g e  of o b l i g a t i o n s  of the

11 U n i t e d  S t a t e s  g o v e r nment, the income of w h i c h  this s t a t e  is p r o -

12 h i b i t e d  f r o m  s u b j e c t i n g  to a net income tax, to the e x t e n t  that

13 the loss has b e e n  d e d u c t e d  in a r r i v i n g  at f ed e r a l  a d j u s t e d

14 g r o s s  income.

15 (d) Deduct, to the extent i n c l u d e d  in - f e deral a d j u s t e d

16 g r o s s  income, i ncome d e r i v e d  from obl i g a t i o n s ,  or the sale or

17 e x c h a n g e  of o b l i g a t i o n s ,  of the U n i t e d  States g o v e r n m e n t  that

18 this s t a t e  is p r o h i b i t e d  by law from s u b j e c t i n g  to a net i n c o m e

19 tax, r e d u c e d  by an y  interest on i n d e b t e d n e s s  i n c u r r e d  in c a r r y i n g

20 the o b l i g a t i o n s  an d  by any e x p e n s e s  in c u r r e d  in the p r o d u c t i o n  of

21 that i n c o m e  to the extent that the expenses, i n c l u d i n g  a m o r t i -

22 z a b l e  b o n d  p r e m i u m s ,  we r e  d e d u c t e d  in a r r i v i n g  at fed e r a -l ■

23 a d j u s t e d  g r o s s  income.

24 (e) Deduct, to the e xtent in c l u d e d  in f ed e ral a d j u s t e d

25 g r o s s  income, c o m p e n s a t i o n ,  i n c luding ret i r e m e n t  b e n e fits,

26 r e c e i v e d  for s e r v i c e s  in the ar m e d  forces of the U n i t e d  States.
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(f) D e d u c t  TH E  F O L L O W I N G  to the extent i n c l u d e d  in a d j u s t e d  

g r o s s  income:

(i) R e t i r e m e n t  or p e n s i o n  b e n e f i t s  r e c e i v e d  fr o m  a p u b l i c  

r e t i r e m e n t  s y s t e m  of or c r e a t e d  by this state or a p o l i t i c a l  s u b ­

d i v i s i o n  of this state.

(ii) h-ny  -r et-irggm e n t -  R E T I R E M E N T  or p e n s i o n  b e n e f i t s  

r e c e i v e d  f r o m  a p u b l i c  r etirement s y s t e m  of or c r e a t e d  by a n o t h e r  

s t a t e  or an y  of its p o l i t i c a l  s u b d i v i s i o n s  if the income tax laws 

of the ot h e r  state p e r m i t  a similar d e d u c t i o n  or e x e m p t i o n  or a 

r e c i p r o c a l  d e d u c t i o n  or e x e m p t i o n  of a r e t i rement or p e n s i o n  b e n ­

efit r e c e i v e d  fr o m  a p u b l i c  retire m e n t  s y s t e m  of or c r e a t e d  by 

this s t a t e  or an y  of the p o l i t i c a l  s u b d i v i s i o n s  of this state.

(iii) S o cial s e c u r i t y  ben e f i t s  as d e f i n e d  in s e c t i o n  86 of 

the i n t e r n a l  revenue code.

(iv) R e t i r e m e n t  or p e n s i o n  b e n e f i t s  from any other r e t i r e ­

m e n t  or p e n s i o n  s y s t e m  as follows:

(A) For a s ingle return, the sum of not more than 

$ 7, 5 0 0 . 0 0 .

(B) For a joint return, the sum of not mo r e  than 

$ 10 , 0 0 0 . 0 0 . ,

(v) The a mount d e t e r m i n e d  to be the se c t i o n  22 am o u n t  e l i g i ­

ble for the e l d e r l y  and p e r m a n e n t l y  and t o tally d i s a b l e d  cr e d i t  

p r o v i d e d  in s e c t i o n  22 of the internal revenue code.

(g) A d j u s t m e n t s  r e s u lting from the a p p l i c a t i o n  of s e c t i o n

271 .

(h) A d j u s t m e n t s  wi t h  respect to est a t e  and trust i ncome as 

p r o v i d e d  in s e c t i o n  36.
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1 (i) A d j u s t m e n t s  re s u l t i n g  f r o m  the a l l o c a t i o n  and

2 a p p o r t i o n m e n t  p r o v i s i o n s  of c h apter 3.

3 (j) D e d u c t  p o l i t i c a l  c o n t r i b u t i o n s  as -d e fi n e d  D E S C R I B E D  in

4 s e c t i o n  4 of A c t  No. 388 of the P u b l i c  A c t s  of 1976, b e i n g  sec-

5 ti o n  169.204 of the M i c h i g a n  C o m p i l e d  Laws, or s e c t i o n  301 of

6 t i t l e  III of the federal e l e c t i o n  c a m p a i g n  act of 1971, P u b l i c

7 L a w  92-225, 2 U.S.C. 431, not in e xcess of $50.00 per annum, or

8 $ 1 0 0 . 0 0  pe r  a n n u m  for a joint return.

9 (k) Deduct, to the e xtent in c l u d e d  in a d j u s t e d  g r o s s  income,

10 w a g e s  not d e d u c t i b l e  under s e c t i o n  280C of the i n ternal r e v e n u e

11 c o d e .

12 (I) D e d u c t  the f o l l owing p a y m e n t s  m a d e  by the t a x p a y e r  in

13 the tax year:

14 (i) T h e  a m o u n t  of p a y m e n t  m a d e  under an a d v a n c e  t u i t i o n  p a y -

15 m e n t  c o n t r a c t  as p r o v i d e d  in the M i c h i g a n  e d u c a t i o n  trust act,

16 A c t  No. 316 of the P u b l i c  Ac t s  of 1986, being s e c t i o n s  390.1421

17 to 3 9 0 . 1 4 4 4  of the M i c h i g a n  C o m p i l e d  Laws.

18 T h e  a m o u n t  of p a y m e n t  m a d e  under a c o n t r a c t  w i t h  a p r i -

19 v a t e  se c t o r  i n v e s t m e n t  m a n a g e r  that m e e t s  all of the f o l l o w i n g

20 c r i t e r i a :

21 (A) Th e  c o n t r a c t  is c e r t i f i e d  and a p p r o v e d  by the b o a r d  of

22 d i r e c t o r s  of the M i c h i g a n  e d u c a t i o n  trust to p r o v i d e  e q u i v a l e n t

23 b e n e f i t s  a n d  r ights to p u r c h a s e r s  and b e n e f i c i a r i e s  as an a d v a n c e

24 t u i t i o n  p a y m e n t  con t r a c t  as d e s c r i b e d  in s u b p a r a g r a p h  (i).

25 (B) T h e  c o n t r a c t  a p p l i e s  only for a state i n s t i t u t i o n  of

26 h i g h e r  e d u c a t i o n  as d e f i n e d  in the M i c h i g a n  e d u c a t i o n  trust act,
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1 A c t  No. 316 of the P u b l i c  Ac t s  of 1986, or a c o m m u n i t y  or junior

2 c o l l e g e  in M i c h igan.

3 (C) T h e  c o n t r a c t  p r o v i d e s  for e n r o l l m e n t  by the c o n t r a c t ' s

4 q u a l i f i e d  b e n e f i c i a r y  in not less than 4 years after the d a t e  on

5 w h i c h  the c o n t r a c t  is e n t e r e d  into.

6 (D) The c o n t r a c t  is e n t e r e d  into A F T E R  either O F  TH E

7 F O L L O W I N G :

8 (I) A f t er t h e T H E  p u r c h a s e r  has had his or her of f e r  to

9 e n t e r  in t o  an a d v a n c e  tu i t i o n  p a y m e n t  c o n t r a c t  r e j e c t e d  by the
\

10 b o a r d  O F  D I R E C T O R S  O F  T H E  M I C H I G A N  E D U C A T I O N  TRUST, if the b o a r d

11 d e t e r m i n e s  that the trust c a nnot a ccept an u n l i m i t e d  n umber of

12 e n r o l l e e s  u p o n  an a c t u a r i a l l y  so u n d  basis.

13 (II) A f t er the T H E  b o a r d  O F  D I R E C T O R S  O F  TH E  M I C H I G A N  E D U -

14 C A T I O N  T R U S T  d e t e r m i n e s  that the trust can a ccept an u n l i m i t e d

15 n u m b e r  of e n r o l l e e s  up o n  an a c t u a r i a l l y  so u n d  basis.

16 (m) If an  a d v a n c e  tui t i o n  pa y m e n t  c o n t r a c t  under the

17 M i c h i g a n  e d u c a t i o n  trust act, Act No. 316 of the P u b l i c  A c t s  of

18 1986, or a n o t h e r  con t r a c t  for w h i c h  the pay m e n t  was d e d u c t i b l e

19 un d e r  s u b d i v i s i o n  (/) is t e r m i n a t e d  and the q u a l i f i e d  b e n e f i c i a r y

20 u n d e r  that c o n t r a c t  does not a t t e n d  a u n iversity, college, junior

21 or c o m m u n i t y  college, or other i n s t i t u t i o n  of higher educat i o n ,

22 a d d  the a m o u n t  of a r e fund rec e i v e d  by the taxpayer as a r esult

23 of that t e r m i n a t i o n  

d or the a mount of the d e d u c t i o n  t aken u n d e r

25 s u b d i v i s i o n  (Z) for p a y m e n t  ma d e  under that contract, W H I C H E V E R

26 IS LESS.
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(n) D e d u c t  fr o m  the t a xable income of a p u r c h a s e r  the a m o u n t  

i n c l u d e d  as in c o m e  to the p u r c h a s e r  under the int e r n a l  r e v e n u e  

co d e  af t e r  the a d v a n c e  t u i t i o n  p a y m e n t  c o n t r a c t  e n t e r e d  into 

u n d e r  the M i c h i g a n  e d u c a t i o n  trust act, Act No. 316 of the P u b l i c  

A c t s  of 1986, is t e r m i n a t e d  b e c a u s e  the q u a l i f i e d  b e n e f i c i a r y  

a t t e n d s  an i n s t i t u t i o n  of p o s t s e c o n d a r y  e d u c a t i o n  o ther than 

e i t h e r  a s t a t e  i n s t i t u t i o n  of higher e d u c a t i o n  or an i n s t i t u t i o n  

of p o s t s e c o n d a r y  e d u c a t i o n  lo c a t e d  o u t s i d e  this st a t e  w i t h  w h i c h  

a s t a t e  i n s t i t u t i o n  of h i gher e d u c a t i o n  has recipro c i t y .

(o) Add, to the extent d e d u c t e d  in d e t e r m i n i n g  -fe deral— 

a d j u s t e d  g r o s s  income, the net o p e r a t i n g  loss d e d u c t i o n  u nder 

s e c t i o n  172 of the internal revenue code.

(p) D e d u c t  a net o p e r a t i n g  loss d e d u c t i o n  for the t a x a b l e  

y e a r  as d e f i n e d  in se c t i o n  172 of the internal rev e n u e  code 

s u b j e c t  to the m o d i f i c a t i o n s  under s e c t i o n  172(b)(2) of the 

i n t e r n a l  r e v e n u e  code and s u bject to the a l l o c a t i o n  a n d  a p p o r ­

t i o n m e n t  p r o v i s i o n s  of c h apter 3 of this act for the t a x a b l e  year 

in w h i c h  the loss was incurred.

(q) For a tax year b e g i n n i n g  after 1986, deduct, to the 

e x t e n t  i n c l u d e d  in a d j u s t e d  gross income, b e n e f i t s  fr o m  a d i s ­

c r i m i n a t o r y  s e l f - i n s u r a n c e  m e d i c a l  exp e n s e  r e i m b u r s e m e n t  plan.

(R) DEDUCT, T O  T H E  E X T E N T  INC L U D E D  IN A D J U S T E D  G R O S S  I N C O M E  

A N D  S U B J E C T  T O  T H E  SAME C O N D I T I O N S  A N D  L I M I T A T I O N S  AS T H E  D E D U C ­

T I O N  A L L O W E D  F O R  F E D E R A L  IN C O M E  TAX PURPOSES, I N V E S T M E N T  I N T E R E S T  

AS  T H A T  T E R M  IS D E F I N E D  A N D  U S E D  U N D E R  S E C T I O N  163 OF  T H E  I N T E R ­

N A L  R E V E N U E  CODE, I N C L U D I N G  THE C A R R Y F O R W A R D  A L L O W E D  U N D E R  

S E C T I O N  163 O F  T H E  INT E R N A L  R E V E N U E  CODE.
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1 ( 2) 

6 THE FOLLOWING PERSONAL EXEMPTIONS MULTIPLIED BY the number of

7 personal or dependency exemptions allowable on the taxpayer's

8 federal income tax return pursuant to the internal revenue code

9 shall be subtracted from taxable income:

10 (A) FOR A TAX YEAR BEGINNING DURING 1987..........  $1,600.00.

11 (B) FOR A TAX YEAR BEGINNING DURING 1988.......... $1,800.00.

12 (C) FOR A TAX YEAR BEGINNING DURING 1989..........  $2,000.00.

13 (D) FOR A TAX YEAR BEGINNING AFTER 1989...... $2,100.00.

14 (3) A single additional exemption of $1,400.00 for a tax

15 year beginning during 1987, $1,200.00 for a tax year beginning

16 during 1988, $1,000.00 for a tax year beginning during 1989, and

17 $900.00 for a tax year beginning after 1989 is allowed for each

18 of the following:

19 (a) The taxpayer is a paraplegic, a quadriplegic, a hemiple-

20 gic, a person who is blind as defined in section 504, or a

21 totally and permanently disabled person as defined in section

22 522.

23 (b) The taxpayer is a deaf person as defined in section 2 of

24 the deaf persons' interpreters act, Act No. 204 of the Public

25 Acts of 1982, being section 393.502 of the Michigan Compiled

26 Laws.
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1 (c) T h e  t a x payer is a p e rso n w h o i s - 65 y ears of age or

2 older.

3 (d) T h e  r e t u r n  includes u n e m p l o y m e n t  c o m p e n s a t i o n  that

4 a m o u n t s  to 50% or m o r e  of a d j u s t e d  g ross income.

5 (4) For a tax year b e g i n n i n g  after 1987, an i n d i v i d u a l  w i t h

6 r e s p e c t  to w h o m  a d e d u c t i o n  under s e c t i o n  151 of the i n t e r n a l

7 r e v e n u e  c o d e  is a l l o w a b l e  to a n other federal t a xpayer d u r i n g  the

8 tax year is not c o n s i d e r e d  to have an a l l o w a b l e  fe d e r a l  e x e m p t i o n

9 for p u r p o s e s  of s u b s e c t i o n  (2), but m a y  d e d u c t  $5 0 0 . 0 0  f r o m  tax-

10 a b l e  i n c o m e  for a tax year b e g i n n i n g  in 1988 and $ 1 , 0 0 0 . 0 0  for a

11 tax year b e g i n n i n g  after 1988.

12 (5) A  n o n r e s i d e n t  or a p a r t - y e a r  resident is a l l o w e d  that

13 p r o p o r t i o n  of an e x e m p t i o n  or d e d u c t i o n  a l l o w e d  under s u b s e c t i o n

14 (2), (3), or (4) that the t a x p a y e r ' s  income fr o m  M i c h i g a n  s o u r c e s

15 b e a r s  to the total income from all sources.

16 (6) For a tax year b e g i n n i n g  after 1987, in c a l c u l a t i n g  tax-

17 a b l e  income, a t a x payer shall not su b t r a c t  fr o m  a d j u s t e d  g r o s s

18 i n c o m e  the a m o u n t  of p r i z e s  wo n  by the taxpayer under the

19 M c C a u l e y - T r a x l e r - L a w - B o w m a n - M c N e e l y  lo t t e r y  act, A c t  No. 239 of

20 the P u b l i c  A c t s  of 1972, be i n g  sec t i o n s  432.1 to 4 32. 47  of the

21 M i c h i g a n  C o m p i l e d  Laws.
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