
HOUSE BILL No. 4931
June 6, 1991, Introduced by Rep. Jondahl and referred to the 

Committee on Taxation.

A  b i l l  to a m e n d  s e c t i o n s  23 a n d  31 of A c t  No. 228 of t h e

P u b l i c  A c t s  of 1975, e n t i t l e d

" S i n g l e  b u s i n e s s  tax a c t , "

s e c t i o n  23 as a m e n d e d  by A c t  No. 208 of the P u b l i c  A c t s  of 1981 

a n d  s e c t i o n  31 as a m e n d e d  by A c t  No. 262 of the P u b l i c  A c t s  of 

1987, b e i n g  s e c t i o n s  2 0 8 . 2 3  a n d  208.31 of th e  M i c h i g a n  C o m p i l e d  

L a w s ;  a n d  to a d d  s e c t i o n  23b.

THE PEOPLE OF THE STATE OF MICHIGAN ENACT:
1 S e c t i o n  1. S e c t i o n s  23 a n d  31 of A c t  No. 228 of t h e  P u b l i c

2 A c t s  of 1975,, s e c t i o n  23 as a m e n d e d  by A c t  No. 208 of th e  P u b l i c

3 A c t s  of 1981 a n d  s e c t i o n  31 as a m e n d e d  b y  A c t  No. 262 of the

4 P u b l i c  A c t s  of 1987, b e i n g  s e c t i o n s  2 0 8 . 2 3  a n d  208.31 of the

5 M i c h i g a n  C o m p i l e d  Laws, a r e  a m e n d e d  a n d  s e c t i o n  23 b  is a d d e d  to

6 r e a d  as f o l l o w s :
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1 Sec. 23. A f t e r  a l l o c a t i o n  as p r o v i d e d  in s e c t i o n  40 or

2 a p p o r t i o n m e n t  as p r o v i d e d  in s e c t i o n  41, the tax b a s e  s h a l l  be

3 a d j u s t e d  by th e  f o l l o w i n g :

4 (a) - D e d u c e - F O R  A  T A X  Y E A R  E N D I N G  A F T E R  D E C E M B E R  31, 1991

5 A N D  F O R  A  T A X  Y E A R  E N D I N G  B E F O R E  M A R C H  31, 1991 F O R  W H I C H  S E C T I O N

6 2 3 B  IS N O T  IN E F F E C T ,  D E D U C T  the cost, i n c l u d i n g  f a b r i c a t i o n  a n d

7 i n s t a l l a t i o n ,  p a i d  or a c c r u e d  in the t a x a b l e  y e a r  of t a n g i b l e

8 a s s e t s  of a t y p e  w h i c h  T H A T  are, or u n d e r  t h e  i n t e r n a l  r e v e n u e

9 c o d e  w i l l  b e c o m e ,  e l i g i b l e  for d e p r e c i a t i o n ,  a m o r t i z a t i o n ,  or

10 a c c e l e r a t e d  c a p i t a l  c o s t  r e c o v e r y  for f e d e r a l  i n c o m e  t a x  p u r p o s e s  

1 1 e x c l u d i n g  c o s t s  of a s s e t s  -w h i c h -- T H A T  a r e  d e f i n e d  in s e c t i o n

12 1250 of th e  i n t e r n a l  r e v e n u e  code, e x c e p t  t h a t  for t a n g i b l e

13 a s s e t s  w h i c h  T H A T  a r e  s u b j e c t  to a l e a s e  b a c k  a g r e e m e n t  u n d e r

14 section—160( f ) ( 0 )—of t h e - I n t e rnal re v e r s e -eo d e- T H E  F O R M E R  P R O -

15 V I S I O N S  O F  S E C T I O N  1 6 8 ( F)(8) O F  T H E  I N T E R N A L  R E V E N U E  C O D E  A S  T H A T

16 S E C T I O N  P R O V I D E D  I M M E D I A T E L Y  B E F O R E  T H E  T A X  R E F O R M  A C T  O F  1986,

17 P U B L I C  L A W  9 9 - 5 1 4 ,  B E C A M E  E F F E C T I V E  O R  T O  A  L E A S E  B A C K  O F  P R O P -

18 E R T Y  T O  W H I C H  T H E  A M E N D M E N T S  M A D E  BY T H E  T A X  R E F O R M  A C T  O F  1986

19 D O  N O T  A P P L Y  A S  P R O V I D E D  IN S E C T I O N  204 O F  T H E  T A X  R E F O R M  A C T  O F

20 1986, the d e d u c t i o n  s h a l l  be a l l o w e d  o n l y  to the l e s s e e  or s u b -

21 l e s s e e  as th e  c a s e  m a y  be u n d e r  the 1 6 8 ( f ) ( 8 )  a g r e e m e n t .  T h i s

22 d e d u c t i o n  s h a l l  be m u l t i p l i e d  by a f r a c t i o n ,  the n u m e r a t o r  of

23 w h i c h  is t h e  p a y r o l l  f a c t o r  p l u s  the p r o p e r t y  f a c t o r  a n d  the

24 d e n o m i n a t o r  of w h i c h  is 2.

25 (b) A d d  IF T H E  C O S T  O F  A N  A S S E T  W A S  P A I D  O R  A C C R U E D  IN A

26 T A X  Y E A R  E N D I N G  B E F O R E  M A R C H  31, 1991 F O R  W H I C H  S E C T I O N  23 B  IS

27 N O T  IN E F F E C T  O R  IN A  T A X  Y E A R  E N D I N G  A F T E R  D E C E M B E R  31, 1991,
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1 A D D  t h e  g r o s s  p r o c e e d s  or b e n e f i t  d e r i v e d  f r o m  t h e  s a l e  or o t h e r

2 d i s p o s i t i o n  of t h e  t a n g i b l e  a s s e t s  d e f-i m e d ■■ D E S C R I B E D  in s u b d i -

3 v i s i o n  (a) m i n u s  the g a i n  a n d  p l u s  the l o s s  f r o m  t h e  s a l e

4 r e f l e c t e d  in f e d e r a l  t a x a b l e  i n c o m e  a n d  m i n u s  the g a i n  f r o m  the

5 s a l e  or o t h e r  d i s p o s i t i o n  a d d e d  to the tax b a s e  in s e c t i o n  9(6).

6 T h i s  a d d i t i o n  s h a l l  be m u l t i p l i e d  by a f r a c t i o n ,  t h e  n u m e r a t o r  of

7 w h i c h  is the p a y r o l l  f a c t o r  p l u s  the p r o p e r t y  f a c t o r  a n d  the

8 d e n o m i n a t o r  of w h i c h  is 2. A s  u s e d  in thi s  s u b d i v i s i o n ,  " s a l e  or

9 o t h e r  d i s p o s i t i o n 11 shall— D O E S  not i n c l u d e  th e  t r a n s f e r  of t a n -

1 0 g i b l e  a s s e t s  t h a t  a r e  l e a s e d  b a c k  to the t r a n s f e r o r  u n d e r

1 1 s e c t i o n—f-60 ( f ) (-8-)—of  teh e--i n t e n r a -l -rev e n u e c o d e— T H E  F O R M E R  P R O -

12 V I S I O N S  O F  S E C T I O N  1 6 8 (F)(8)  O F  T H E  I N T E R N A L  R E V E N U E  C O D E  A S  T H A T

13 S E C T I O N  P R O V I D E D  I M M E D I A T E L Y  B E F O R E  T H E  T A X  R E F O R M  A C T  O F  1986,

14 P U B L I C  L A W  9 9 - 5 1 4 ,  B E C A M E  E F F E C T I V E  O R  T O  A  L E A S E  B A C K  O F  P R O P -

15 E R T Y  T O  W H I C H  T H E  A M E N D M E N T S  M A D E  B Y  T H E  T A X  R E F O R M  A C T  O F  1986

16 D O  N O T  A P P L Y  A S  P R O V I D E D  IN S E C T I O N  204 O F  T H E  T A X  R E F O R M  A C T  O F

17 1986.

18 (C) D e d u c t  F O R  A  T A X  Y E A R  E N D I N G  A F T E R  D E C E M B E R  31, 1991

19 A N D  F O R  A  T A X  Y E A R  E N D I N G  B E F O R E  M A R C H  31, 1991 F O R  W H I C H

20 S E C T I O N  2 3 B  IS N O T  IN E F F E C T ,  D E D U C T  the c o s t  i n c l u d i n g  f a b r i c a -

21 t i o n  a n d  i n s t a l l a t i o n ,  e x c l u d i n g  the c o s t  d e d u c t e d  u n d e r  s u b d i v i -

22 s i o n  (a) p a i d  or a c c r u e d  in the t a x a b l e  y e a r  of t a n g i b l e  a s s e t s

23 of a t y p e  -w h i c h -  T H A T  are, or u n d e r  the i n t e r n a l  r e v e n u e  c o d e

24 w i l l  b e c o m e  e l i g i b l e  for d e p r e c i a t i o n ,  a m o r t i z a t i o n ,  or a c c e l e r -

25 a t e d  c a p i t a l  c o s t  r e c o v e r y  for f e d e r a l  i n c o m e  tax p u r p o s e s ,  p r o -

26 v i d e d  t h a t  the a s s e t s  a r e  p h y s i c a l l y  l o c a t e d  in M i c h i g a n .
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1 (d) A d d  IF T H E  C O S T  O F  A N  A S S E T  W A S  P A I D  O R  A C C R U E D  IN A

2 T A X  Y E A R  E N D I N G  B E F O R E  M A R C H  31, 1991 F O R  W H I C H  S E C T I O N  2 3 B  IS

3 N O T  IN E F F E C T  O R  F O R  A  T A X  Y E A R  E N D I N G  A F T E R  D E C E M B E R  31, 1991,

4 A D D  t h e  g r o s s  p r o c e e d s  or b e n e f i t  d e r i v e d  f r o m  th e  s a l e  or o t h e r

5 d i s p o s i t i o n  of the t a n g i b l e  a s s e t s  d e f i n e d in su b s e c t i o n  ■

6 D E S C R I B E D  IN S U B D I V I S I O N  (c), m i n u s  the g ain, m u l t i p l i e d  b y  th e

7 a p p o r t i o n m e n t  f a c t o r  for the t a x a b l e  y e a r  as d e f i n e d P R E S C R I B E D

8 in c h a p t e r  3, a n d  p l u s  the loss, m u l t i p l i e d  b y  th e  a p p o r t i o n m e n t

9 f a c t o r  as d e f i n e d P R E S C R I B E D  in c h a p t e r  3, f r o m  t h e  s a l e  or

10 o t h e r  d i s p o s i t i o n  r e f l e c t e d  in f e d e r a l  t a x a b l e  i n c o m e  a n d  m i n u s

11 t h e  g a i n  f r o m  t h e  s a l e  or o t h e r  d i s p o s i t i o n  a d d e d  to th e  t a x  b a s e

1 2 in s e c t i o n  9(6).

13 (e) D e d u c t  a n y  a v a i l a b l e  b u s i n e s s  loss. " B u s i n e ss A S  U S E D

14 IN T H I S  S U B D I V I S I O N ,  " B U S I N E S S  l o ss" m e a n s  - a n y - A  n e g a t i v e

15 a m o u n t  a f t e r  a l l o c a t i o n  or a p p o r t i o n m e n t  as p r o v i d e d P R E S C R I B E D

16 in c h a p t e r  3, ■ a n d - A F T E R  a d j u s t m e n t s  as p r o v i d e d  in s u b d i v i s i o n s

17 (a) to (d) w i t h o u t  r e g a r d  to the d e d u c t i o n  u n d e r  t h i s

18 s u b d i v i s i o n ,  A N D  A F T E R  A D J U S T M E N T S  A S  P R E S C R I B E D  IN S E C T I O N  23B.

19 T h e  b u s i n e s s  l o s s  s h a l l  be c a r r i e d  f o r w a r d  to the y e a r  n e x t  f o l -

20 l o w i n g  t h e  l o s s  y e a r  as an o f f s e t  to the a l l o c a t e d  or a p p o r t i o n e d

21 t a x  b a s e  i n c l u d i n g  the a d j u s t m e n t s  p r o v i d e d  in s u b d i v i s i o n s  (a)

22 to (d), t h e n  s u c c e s s i v e l y  to the n e x t  9 t a x a b l e  y e a r s  f o l l o w i n g

23 t h e  l o s s  y e a r  or u n t i l  the l o s s  is u s e d  up, w h i c h e v e r  o c c u r s

24 f i r s t ,  b u t  for not m o r e  t h a n  10 t a x a b l e  y e a r s  a f t e r  th e  l o s s

25 y e a r .

26 (f )—B e d u e fc- a n y  u n u s e d n e te o p e r a t i n g  l o s s  c a r r y o v e r  a r i s i n g

27 u n d e r—f o r m e r—se c t i o n s— 3--2 f-3 -)—a n d - 34 (6-)—o f A c t- N o -:—23H—of - -th e
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1 P u b l i e -A g ‘hs--Qf—I-9-6-7-;—p e rtaining, to n e t o p e r a t ing l o s 3 e 3 - of

2 co r  p o r a t  i o n s ' a n d — fi-nanciral—i n s t i t u t i o n s-;---T h i 3 d e d u c t i o n  s h a l -3:

3 n o t  b e m a d e for a 1 tax y e ar - e n d i n g  a f t e r D e c em b e r—3H—7—I 000. -

4 SEC. 2 3 B . (1) A F T E R  A L L O C A T I O N  A S  P R O V I D E D  IN S E C T I O N  40 O R

5 A P P O R T I O N M E N T  A S  P R O V I D E D  IN S E C T I O N  41, T H E  T A X  B A S E  S H A L L  B E

6 A D J U S T E D  B Y  T H E  F O L L O W I N G :

7 (A) F O R  A  T A X  Y E A R  B E G I N N I N G  A F T E R  S E P T E M B E R  30, 1989 A N D

8 E N D I N G  B E F O R E  J A N U A R Y  1, 1992, D E D U C T  T H E  C O ST, I N C L U D I N G  F A B R I -

9 C A T I O N  A N D  I N S T A L L A T I O N ,  P A I D  O R  A C C R U E D  IN T H E  T A X A B L E  Y E A R  O F

10 T A N G I B L E  A S S E T S  O F  A  T Y P E  T H A T  ARE, O R  U N D E R  T H E  I N T E R N A L  R E V E N U E

11 C O D E  W I L L  B E C O M E ,  E L I G I B L E  F O R  D E P R E C I A T I O N ,  A M O R T I Z A T I O N ,  O R

12 A C C E L E R A T E D  C A P I T A L  C O S T  R E C O V E R Y  F O R  F E D E R A L  I N C O M E  T A X

13 P U R P O S E S .  T H I S  D E D U C T I O N  S H A L L  B E  M U L T I P L I E D  BY T H E  A P P O R T I O N -

14 M E N T  F A C T O R  F O R  T H E  T A X A B L E  Y E A R  A S  D E F I N E D  IN C H A P T E R  3.

15 (B) IF T H E  C O S T  O F  A N  A S S E T  W A S  P A I D  O R  A C C R U E D  IN A  T A X

16 Y E A R  B E G I N N I N G  A F T E R  S E P T E M B E R  30, 1989 A N D  E N D I N G  B E F O R E  J A N U A R Y

17 1, 1992, A D D  T H E  G R O S S  P R O C E E D S  O R  B E N E F I T  D E R I V E D  F R O M  T H E  S A L E

18 O R  O T H E R  D I S P O S I T I O N  O F  T H E  T A N G I B L E  A S S E T S  D E S C R I B E D  IN

19 SUBDIVISION (A) MINUS THE GAIN AND PLUS THE LOSS FROM THE SALE

20 R E F L E C T E D  IN F E D E R A L  T A X A B L E  I N C O M E  A N D  M I N U S  T H E  G A I N  F R O M  T H E

21 S A L E  O R  O T H E R  D I S P O S I T I O N  A D D E D  T O  T H E  T A X  B A S E  IN S E C T I O N  9(6).

22 T H I S  A D D I T I O N  S H A L L  B E  M U L T I P L I E D  BY T H E  A P P O R T I O N M E N T  F A C T O R  F O R

23 T H E  T A X A B L E  Y E A R  AS P R E S C R I B E D  IN C H A P T E R  3.

24 (2) S U B S E C T I O N  (1) D O E S  N O T  A P P L Y  T O  A  T A X  B A S E  A N D  A D J U S T E D

25 T A X  B A S E  C A L C U L A T E D  P U R S U A N T  T O  S E C T I O N  22A.

26 (3) S U B S E C T I O N  (1) IS N O T  E F F E C T I V E  F O R  A N Y  T A X  Y E A R  IF,

27 P U R S U A N T  T O  A  C O U R T  R U L I N G ,  A  D E D U C T I O N  U N D E R  S E C T I O N  23 F O R  A
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1 T A X  Y E A R  E N D I N G  B E F O R E  M A R C H  31, 1991, IS A L L O W E D  W I T H O U T

2 A P P O R T I O N M E N T  O R  A L L O C A T I O N .

3 Sec. 31. (1) T h e r e  is -h e r e by- l e v i e d  a n d  i m p o s e d  a s p e -

4 c i f i c  ta x  of 2 . 3 5 %  u p o n  th e  a d j u s t e d  tax b a s e  of e v e r y  p e r s o n

5 w i t h  b u s i n e s s  a c t i v i t y  in thi s  s t a t e  ■■ w h i c h  T H A T  is a l l o c a t e d  or

6 a p p o r t i o n e d  to t h i s  state.

7 (2) As u s e d  in this s e c t i o n ,  " a d j u s t e d  tax b a s e "  m e a n s  the

8 ta x  b a s e  a l l o c a t e d  or a p p o r t i o n e d  to t h i s  s t a t e  p u r s u a n t  to c h a p -

9 ter 3 ■■ a n d  - W I T H  the a d j u s t m e n t s  p e r m i t t ed P R E S C R I B E D  b y

10 s e e t i o n  S E C T I O N S  23 A N D  23B a n d  the e x e m p t i o n s  p e r m i t t e d

11 P R E S C R I B E D  b y  s e c t i o n s  35 a n d  37 S E C T I O N  35. If the a d j u s t e d

12 t a x  b a s e  e x c e e d s  50% of the s u m  of g r o s s  r e c e i p t s  p l u s  th e

13 a d j u s t m e n t s  p r o v i d e d  in s e c t i o n  23(b) a n d  (d) A N D  S E C T I O N  23B,

14 a p p o r t i o n e d  or a l l o c a t e d  to M i c h i g a n  w i t h  t h e  a p p o r t i o n m e n t  f r a c -

15 t i o n  c a l c u l a t e d  p u r s u a n t  to c h a p t e r  3, the a d j u s t e d  t a x  b a s e  m a y ,

16 at t h e  o p t i o n  of the t a x p a y e r ,  be r e d u c e d  by - s u c h  T H A T  e x c e s s .

17 ffhe taxpayer—aha!-*■ note- be- IF A TAXPAYER REDUCES THE ADJUSTED

18 T A X  B A S E  U N D E R  T H I S  S U B S E C T I O N ,  T H E  T A X P A Y E R  IS N O T  e n t i t l e d  to

19 t h e  a d j u s t m e n t  p r o v i d e d  in s u b s e c t i o n  (4) for the s a m e  t a x a b l e

20 y e a r .  T h i s  s u b s e c t i o n  d o e s  not a p p l y  to an a d j u s t e d  t a x  b a s e

21 u n d e r  s e c t i o n  22a.

22 (3) T h e  ta x  -sc ■■ l e v i e d  U N D E R  T H I S  S E C T I O N  a n d  i m p o s e d  is

23 u p o n  t h e  p r i v i l e g e  of d o i n g  b u s i n e s s  a n d  not u p o n  i n c o m e .

24 (4) In l i e u  of the a d ju s tm e n t- R E D U C T I O N  p r o v i d e d  in s u b -

25 s e c t i o n  (2), a p e r s o n  m a y  e l e c t  to r e d u c e  the a d j u s t e d  tax b a s e

26 b y  th e  p e r c e n t a g e  that the c o m p e n s a t i o n  d i v i d e d  by the ta x  b a s e

27 e x c e e d s  63%. T h e  d e d u c t i o n  s h a l l  not e x c e e d  37% of th e  a d j u s t e d
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t a x  b a s e .  F o r  —the—19 7 6 feax y e a r - a n d  ■ e a c h—fc-ax y e a r - fche reaffccr-y 

frgrr p u r p o s e s  of c o m p u t i n g  the d e d u c t i o n  a l l o w e d  b y  t h i s  s u b s e c ­

t ion, as e f f e c t i v e  for the r e s p e c t i v e  tax y ear, c o m p e n s a t i o n  

s h eti-Jr- D O E S  no t  i n c l u d e  a m o u n t s  of c o m p e n s a t i o n  e x e m p t  f r o m  tax 

u n d e r  s e c t i o n  3 5 ( 1 ) ( e ) .  o r (f ).- T h i s  s u b s e c t i o n  d o e s  n o t  a p p l y  

to a n  a d j u s t e d  tax b a s e  u n d e r  s e c t i o n  22a.

S e c t i o n  2. T h e  p r o v i s i o n  of s e c t i o n  23b of t h i s  a m e n d a t o r y  

a c t  is c u r a t i v e  a n d  i n t e n d e d  to c o r r e c t  a n y  m i s i n t e r p r e t a t i o n  of 

l e g i s l a t i v e  i n t e n t  in the M i c h i g a n  c o u r t  of a p p e a l s  d e c i s i o n  in 

C a t e r p i l l a r  v S t a t e  of M i c h i g a n ,  D e p a r t m e n t  of T r e a s u r y , D o c k e t  

No. 119584.  T h e  l e g i s l a t u r e  f i n d s  t h a t  for p e r s o n s  w h o s e  tax 

b a s e  is a p p o r t i o n e d  u n d e r  c h a p t e r  3 of t h e  s i n g l e  b u s i n e s s  tax 

(SBT) act,  an u n a p p o r t i o n e d  c a p i t a l  a c q u i s i t i o n  d e d u c t i o n  is 

i n c o n s i s t e n t  w i t h  the m a n i f e s t  i n t e n t  of th e  l e g i s l a t u r e .  T h i s  

l e g i s l a t i o n  f u r t h e r  e x p r e s s e s  the o r i g i n a l  i n t e n t  of th e  l e g i s l a ­

t u r e  t h a t  if a c a p i t a l  a c q u i s i t i o n  d e d u c t i o n  is a v a i l a b l e ,  for 

p e r s o n s  w h o s e  tax b a s e  is a p p o r t i o n e d  u n d e r  c h a p t e r  3, th e  c a p i ­

t a l  a c q u i s i t i o n  d e d u c t i o n  s h a l l  be a p p o r t i o n e d  or a l l o c a t e d  to 

M i c h i g a n .  C o n s i s t e n t  w i t h  t h e s e  f i n d i n g s ,  it is the i n t e n t i o n  of 

t h e  l e g i s l a t u r e  to f u r t h e r  a m e n d  the s i n g l e  b u s i n e s s  t a x  a c t  for 

t a x  y e a r s  b e g i n n i n g  a f t e r  D e c e m b e r  31, 1991.

S e c t i o n  3. T h i s  a m e n d a t o r y  act s h a l l  not t a k e  e f f e c t  u n l e s s  

t h e  f o l l o w i n g  b i l l s  of the 8 6 t h  L e g i s l a t u r e  a r e  e n a c t e d  i n t o  

law:

(a) H o u s e  B i l l  No. 4572.

(b) H o u s e  B i l l  No. 4573.
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1 (c) H o u s e B i l l No. 4574

2 (d) H o u s e B i l l No. 4575

3 (e) H o u s e B i l l No. 457 9

4 ( f ) H o u s e B i l l No. 4580

5 (g) H o u s e B i l l No. 4582

6 (h) H o u s e B i l l No. 4583

7 (i) H o u s e B i l l No. 4586

8 (j) S e n a t e B i l l No. 212

9 (k) S e n a t e B i l l No. 218

10 (•O S e n a t e Bi l l No. 220

1 1 (m) S e n a t e B i l l No. 221

12 (n) S e n a t e Bil l No. 224
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