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STATE OF MICHIGAN
88TH LEGISLATURE
REGULAR SESSION OF 1996

Introduced by Reps. Whyman and Bullard

ENROLLED HOUSE BILL No. 4914

AN ACT to amend sections 12, 22, 30, 51a, 110, 255, 256, 260, 261, 264, 274,301, 439, 440, 471, 475, 506, 512, 522, and
527a of Act No. 281 of the Public Acts of 1967, entitled “An act to meet deficiencies in state funds by providing for the
imposition, levy, computation, collection, assessment, and enforcement by lien and otherwise of taxes on or measured
by net income; to prescribe the manner and time of making reports and paying the taxes, and the functions of public
officers and others as to the taxes; to permit the inspection of the records of taxpayers; to provide for interest and
penalties on unpaid taxes; to provide exemptions, credits and refunds of the taxes; to prescribe penalties for the
violation of this act; to provide an appropriation; and to repeal certain acts and parts of acts,” sections 12, 255, and 506
as amended by Act No. 254 of the Public Acts of 1987, section 30 as amended by Act No. 230 of the Public Acts of 1995,
section 51a as added by Act No. 265 of the Public Acts of 1996, section 110 as amended by Act No. 283 of the Public
Acts of 1990, section 260 as amended by Act No. 153 of the Public Acts of 1988, section 261 as amended by Act No. 256
of the Public Acts of 1994, section 264 as added by Act No. 290 of the Public Acts of 1994, section 274 as added by Act
No. 7 of the Public Acts of 1995, section 301 as amended by Act No. 70 of the Public Acts of 1988, sections 439, 471, and
522 as amended by Act No. 55 of the Public Acts of 1996, section 440 as amended by Act No. 156 of the Public Acts of
1985, section 475 as amended by Act No. 82 of the Public Acts of 1991, and sections 512 and 527a as amended by Act
No. 245 of the Public Acts of 1995, being sections 206.12, 206.22, 206.30, 206.51a, 206.110, 206.255, 206.256, 206.260,
206.261, 206.264, 206.274, 206.301, 206.439, 206.440, 206.471, 206.475, 206.506, 206.512, 206.522, and 206.527a of the
Michigan Compiled Laws; and to repeal acts and parts of acts.

The People of the State of Michigan enact:

Section 1 Sections 12, 22, 30, 51a, 110, 255, 256, 260, 261, 264, 274, 301, 439, 440, 471, 475, 506, 512, 522, and 527a of
Act No. 281 of the Public Acts of 1967, sections 12, 255, and 506 as amended by Act No. 254 of the Public Acts of 1987,
section 30 as amended by Act No. 230 of the Public Acts of 1995, section 51a as added by Act No. 265 of the Public Acts
of 1996, section 110 as amended by Act No. 283 of the Public Acts of 1990, section 260 as amended by Act No. 153 of the
Public Acts of 1988, section 261 as amended by Act No. 256 of the Public Acts of 1994, section 264 as added by Act
No. 290 of the Public Acts of 1994, section 274 as added by Act No. 7 of the Public Acts of 1995, section 301 as amended
by Act No. 70 of the Public Acts of 1988, sections 439,471, and 522 as amended by Act No. 55 of the Public Acts of 1996,
section 440 as amended by Act No. 156 of the Public Acts of 1985, section 475 as amended by Act No. 82 of the Public
Acts of 1991, and sections 512 and 527a as amended by Act No. 245 of the Public Acts of 1995, being sections 206.12,
206.22, 206.30, 206.51a, 206.110, 206.255, 206.256, 206.260, 206.261, 206.264, 206.274, 206.301, 206.439, 206.440, 206.471,
206.475, 206.506, 206.512, 206.522, and 206.527a of the Michigan Compiled Laws, are amended to read as follows:

Sec. 12. (1) “Gross income” means gross income as defined in the internal revenue code.

(2) “Internal revenue code” means the United States internal revenue code of 1986 in effect on January 1, 1996 or
at the option of the taxpayer, in effect for the tax year.
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022 1) “Tax” includes interest and penalties and further includes the tax required to be withheld by an employer
on sa aries gr?d wages, unless the intention to give |tamoreﬁm|tedJ meaning is dgclosed gy the contexty Py

AZ) “Taxable value” means taxable value as ¢alculateq under section 27a of the general property tax act, Act No. 206
of the Public Acts of 1893, being section 211.27a of the Michigan Compiled Laws.

ge Er? 1) “Taxable meome” means, for a person otherthftn acorgoratlon estate, or trust adfusted 0ross income
gabsecltrl]gr(tjs (Z)ttt&e( 4|)nterna revenue code subject to the following adjustments and the adjustments”provided in

(sgAdd nt_ltrossmter sti comea \ ends enve from qbligations or secuntles of states other than. Michigan, in
the (e ount that as een excue roma ft gross me me less re étted expenses not deducted in com tlng
adjusted gross Income hecause of section 265(a)(li the'Internal revenue coce

InCOweAdd taxes on or measured by income to the extent the taxes have been deducted in arriving at adjusted gross
0)hAdd (Pses on he sale orexchanﬂe of ohli atlonﬁ ofthe Un ted }S]ta[es ove nmen éhe m(fome of which this state
ibite .

|sr fonibited rom subjecting to a net Mcome tax; to't eextentt at the losshas een ucted In arrving at adjusted
%d) Deduct, t? t]he extent included in adjusted rosamcome income der B trom obllgatbons or the sale qr exchange
lons, of

e United States ggvern entta IS state is H]r0h|B| aw from'su ectln to a net mcometa]
3 Mn%mterest on Indebtédness mch]re in car gllnnq (f Igatl nsal Xan expe ses incurred In
gro yction of that O’ncome 1o the extent that the expenses, Including amortizable bond premiums, were deducted In
rriving at adjusted gross income.

e) Deduct, to the extent included in adjusted gross income, compensation, including retirement benefits, received
forge)rwces In'the arme f[drceso t eUnltJed Stag P y

(f) Deduct the following to the extent included in adjusted gross income:

Re irement or pensjon henefits recejved from a federal public retirement system or from a public retirement
systgn of or created yrttls state orapofltlcafisubdlvmon oftths state. y P

Eu ) Retireme torEenslodbeneflts recelved‘ from ? R}Ubhc retlrementssem of or creg Iyanotherstate or any
of | Olft(f supdivisions If the meome fax awso e other st teg af3|m|ar uction or exemption or a
recipr dc% %uctlon or exemqtlon ofa.re |regtde or Een I0n bengtl trcelvd rom a public retirement system o or
credted Dy this state or any of the political subdivisions of this state.

i) Soual security benefits as defined in section 86 of the internal revenue code.
Iv) Before October 1,194, retirement or pension benefits from any other retirement or pension system as follows:
A) For asingle return, the sum of not mare than $7500.00.

j ) For a joint return, the sum ofnot more than $10,000.00.
i

gAfter Seﬁtember 30 1994, retirement or ensEJn bFnef s not deguctible under subgaragraevm %or subdivision
( Fn ny er retirement or enslons stem or henefits from a retirement anH é B | r1palyments re
orli etoasenlor cmzent amaX| um of 00 orasmgereturn ana $60,000.00 tor a ijI turn. The
maximu unt allowed udert |ss ara rap sh be redu dt e amount of the de uct|8 or retire entor
ensmn alme un rsu V|5|on or ta Xarsatert 96 tax year b
mounto ction ¢ |me un Fortel99 tax ear and each tax ye ter195 the maxi mum

i adgtng s o ;;da
ot bt

Vi) The, mount determmed to be the section 22 amoyint eI|g|bIeforthe elderly and permanently and totally disabled
cre |t provi ed In section 22 of the Internal revenue coge.

E g) Adjustments resulting from the application of section 271,
()

a usteﬂ1 yte efcent mcreasel t}ﬁe United States consumer
%ca en ar ar ed tments? annualize the amounts provided in this
gas ecessargl rtax ear that end after September 30, 19%. As used in this
that term as defined in section 51

) Adjustments with respect to estate and trust income as provided in section 3.
1) Adjustments resulting from the allocation and apportionment provisions of chapter 3,

?Deduct olitical contributions as descrlbed in se%tlon4ofthe Michigan campai nflnanc% act, Act No. 388 of the
Pub Acts 0 1976 beg 8sect| ri 4 of the Michigan Com ted Laws f0£5 ction 301 of title 1] of the federal
?oercaljoor} nctarrTeFt)ﬁlr nact of 1971, Public Law 92-225, 2US A3l no In excess of $50.00 per annum, or $100.00 per annum

o e(lé)ug)gggect to the extent included in adjusted gross income, wages not deductible under section 280C of the internal

(0 Deduct the following payments made by the taxpayer in the tax year:



(t) 1) The amount of payment madeunder an advance turtrong ment contract m)rovrded In the Michigan education
trust'act, Act No. 316 of the Public Acts of 1986, being sections 390.1421 to 390.1444 of the Michigan Compiled Laws.

(ii), The amount of payment made under a contract with a private sector investment manager that meets all of the
following criteria:

A) The con ract IS cer ified and approved by the board of directors of the Michigan education trust to provide
guup&a%tae&rrtagen(e)rts and rig ts 0 purctPaPsers anr? >t)enefn:ranes as an advance tuition pa%ment contract as described in

(B) The contract athe? only for a state institution of higher educatron 85 (efined in the Michigan education trust
act, Act No. 316 of the Public Acts of 198, or a communrty or junior college in Michigan.

) The contract grovrdes for enrollment by the contract’s qualified beneficiary in not less than 4 years after the date
on w |ch the contract IS entered Into.

D) The contract is entered into after either of the following:

|)The putrchaser as had s or her offer to erger mtg an advanc%turthon Pa ment contract re ectedb ebo rd
of directors of the Mic |gane ucation trust, if the board determines that the t tcannotaccepta unlimite num er
of enrollees upon an actuarially sound basis.

%()) he board ofdrrector ofthe Lcm%aneducationtrust determines that the trust can accept an unlimited number
of enrollees upon an actuana y sound bas

%Ifan advance turtrong ent ontractunder th ichjoan ed catrqb nfrust act, Act No, 316 &)fthe Public £ pté
1@ or ano hercontractfr |ch ent was euctr e under subdivision (I |sterr”|nate anﬂthe gua le
?ne rerar un er that 50 tract 06S ot at aunrve college, junior or comm hy college, or other Institution
hrg ducation, add the amount.o ar un recerve the taxpayer as a result of that ter |nat|0n or the amount
of th& deduction taken under su drvrsron ) Tor payment nade und r hat contract, whichever is less.

[) educt from the taxa]ble O’ncome of a purchaser the amount chuded as drnr:ome to the Iﬁ)urchaser under the
|nte a r% gnu oea[)tert ancetur 10 P mymentcontractetere t erteMrchrrra education trust act
Act No. e Public Acts of 1986, Is ternfinated becautet% ua |e ene crar attends an Institution of
Egstsecon ary equcation other than ert1 er a state Insfitution, of h education or anr stitution of postsecondary
ucation located outside this state with which a state mstrtutrono Igher education has reciprocity.

( ?Add to the extent deduated in determining adjusted gross income, the net operating loss deduction under section
172 ot the internal revenue code

(g) Dedyct a neé ?peratrng Ioas dedugtion for the taxahle year as defined in section %172 of the mter]nal revenue codg
subject to the mo tcatron? I}J]n er sectroH 172{b §2) of the mternal reven %code an subhect to the allocation an
apportronment provisions of chapter 3 of this act for the taxable year i which the loss was icurred.

w For a tax %ear be |nn|n aft r 1986, dedtrc% to the ext nt included in adjusted gross income, benefits from a
discriminatory seff-insurance m drca expense reimbursement pan

Aft rS ptem er 30 1994 and before the 1997 tax year, ataxPaey(er wpo IS & Senior Citizen ma gedu 0 the
exte trncue ross Income, mterest and |vdends recg | tets ear nott excee 100 fora
single return or ?(a Joint return owever orta ears hefore t [ tax eart eductron un rthrs
subdrvrsronsalln eta ay ert esa deduction %orrtrrement nenefits under subd |vrsrnn ora
deduction ug rsu division |LP S ortax earsatert r]t year atax ayer who Js en\%)r
Cltizen may ucttoéhe exte t nc de r0SS ome mterest |vrden %dcagrta ains recerv nthe
tax year no to exceed $3,500.00 orasrnqere urnad 7000 07 ora orn return for t year, and $7,500.00

for 4 single return and $15,000.00 for a joint return for tax earsa erte 997t ear Fortax ersaftert 199
tax eargt?re maximym amount Povve zdre ssubd'1 Vi y Farmeg

‘on s ced nt o eductron c

or refiremen benefrts under su sron or a deduction claime un ersu IVISIOﬂ Jv %
tax year, for the 199 tax vear, an orea tax year aftert e1998tax ear, the maxi ts aII ed under t |s
sub |vrsron snallbe adjus edb the ercen ncre ser the United atesc nstherSpnce tn ex forthe | |mme latel
receding calen erTe epar ment annua Ize.the amounts provided In tnis subdivision as necessar

or
geegtr% rt Sgt end a?te September 30, 1994, As used In this su%drvrsron “senior citizen” means t%at term as dgfr ofa

s) Deduct, to the extent included in adjusted gross income, all of the following:
1) The amount of a refund received in the tax year based on taxes paid under this act.

’gn ) The amount faref nd received in the fax Xear based OH taxes paid under ‘h cit |ncome tax act, Act No. 284
oft ePub |cActso 1964 eing sections 141501 t 14178/ of the Michigan Compr

(nR 1) The amougt ofafreftrt reherved in the tax year based nacléxrmfr dedunder sectrons 520 and 522 to the extent
that the taxes used to calculate the credit were nof used to reduce a Auste 0SS Income for a prior year,

sg Ed the amaunt paid by the state on behalf of the taxRayer in the tax Yearto re aX the outstandrng rrnchaI on
a loan taken on which't etaxt;ayerdefaulted that was to fundan advance tuition payment contract entergd into under
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the Michigan education trust act, Act No. 316 of the Public Acts of 1986, if the cost of the advance tuition payment
contract was deducted under subdivision (I) and was financed with a Michigan education trust secured loan.

2 The following personal exemptions multiplied by the number of personal or dependency exemptions allowable on
the taxpayer’s federal income tax return pursuant to the internal revenue code shall be subtracted in the calculation
that determines taxable income:

(a) For a tax year beginning dUFiNgG 1987 .........uuii i iiiie et rte et e e e sae e e et e e s st e e s srtaeeesnsaeassssaeeennsaeeeensenn $1,600.00.
(b) For a tax year beginning dUring L1O88...........ccoiiiieiiiieieiiieeeneee e e e s seeeeessteeeeasteaessseeeessseeesansenesansneesans o $1,800.00.
(c) For atax year beginning during L1989..........coi it e e eee e e ee e s s e e et e e e saaaeessaeeeennaaaaeans o $2,000.00.
(d) For a tax year beginning after 1989 and before 1995 ........cccoociiiiiiiie e i $2,100.00.
(e) For a tax year beginning during 1995 0F 1996.........cccuutiiiiirieiiiieeeiiireeseee e s seeeeeseeeessaeeessrteeeeannseeesnnneneann s $2,400.00.
(f) Except as otherwise provided in subsection (7), for a tax year beginning after 1996 .............ccccceecvveeenn . $2,500.00.

(3) A single additional exemption of $1,400.00 for a tax year beginning during 1987, $1,200.00 for a tax year beginning
during 1988, $1,000.00 for a tax year beginning during 1989, and $900.00 for a tax year beginning after 1989 shall be
subtracted in the calculation that determines taxable income in each of the following circumstances:

(a) The taxpayer is a paraplegic, a quadriplegic, a hemiplegic, a person who is blind as defined in section 504, or a
totally and permanently disabled person as defined in section 522.

(b) The taxpayer is a deaf person as defined in section 2 of the deaf persons’ interpreters act, Act No. 204 of the
Public Acts of 1982, being section 393.502 of the Michigan Compiled Laws.

(c) The taxpayer is 65 years of age or older.
(d) The return includes unemployment compensation that amounts to 50% or more of adjusted gross income.

(4) For a tax year beginning after 1987, an individual with respect to whom a deduction under section 151 of the
internal revenue code is allowable to another federal taxpayer during the tax year is not considered to have an allowable
federal exemption for purposes of subsection (2), but may subtract $500.00 in the calculation that determines taxable
income for a tax year beginning in 1988 and $1,000.00 for a tax year beginning after 1988.

(5) A nonresident or a part-year resident is allowed that proportion of an exemption or deduction allowed under
subsection (2), (3), or (4) that the taxpayer’s portion of adjusted gross income from Michigan sources bears to the
taxpayer’s total adjusted gross income.

(6) For atax year beginning after 1987, in calculating taxable income, a taxpayer shall not subtract from adjusted
gross income the amount of prizes won by the taxpayer under the McCauley-Traxler-Law-Bowman-McNeely lottery
act, Act No. 239 of the Public Acts of 1972, being sections 432.1 to 432.47 of the Michigan Compiled Laws.

(7) For each tax year after the 1997 tax year, the personal exemption allowed under subsection (2) shall be adjusted
by multiplying the exemption for the tax year beginning in 1997 by a fraction, the numerator of which is the United
States consumer price index for the state fiscal year ending in the tax year prior to the tax year for which the
adjustment is being made and the denominator of which is the United States consumer price index for the 1995-96 state
fiscal year. The resultant product shall be rounded to the nearest $100.00 increment which shall be the personal
exemption for the tax year. As used in this section, “United States consumer price index” means the United States
consumer price index for all urban consumers as defined and reported by the United States department of labor, bureau
of labor statistics.

(8) As used in subsection (I)(f), “retirement or pension benefits” means distributions from all of the following:

(a) Except as provided in subdivision (d), qualified pension trusts and annuity plans that qualify under section 401(a)
of the internal revenue code, including all of the following:

(i) Plans for self-employed persons, commonly known as Keogh or HR 10 plans.

(ii) Individual retirement accounts that qualify under section 408 of the internal revenue code if the distributions are
not made until the participant has reached 59-1/2 years of age, except in the case of death, disability, or distributions
described by section 72(t)(2)(w) of the internal revenue code.

(iif) Employee annuities or tax-sheltered annuities purchased under section 403(b) of the internal revenue code by
organizations exempt under section 501(c)(3) of the internal revenue code, or by public school systems.

(iv) Distributions from a 401k plan attributable to employee contributions mandated by the plan or attributable to
employer contributions.

(b) The following retirement and pension plans not qualified under the internal revenue code:

(1) Plans of the United States, state governments other than this state, and political subdivisions, agencies, or
instrumentalities of this state.

(ii) Plans maintained by a church or a convention or association of churches.

(@iii) All other unqualified pension plans that prescribe eligibility for retirement and predetermine contributions and
benefits if the distributions are made from a pension trust.
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(c) Retirement or pension benefits received by a surviving spouse if those benefits qualified for a deduction prior to
the decedent’s death. Benefits received by a surviving child are not deductible.

(d) Retirement and pension benefits do not include:

(1) Amounts received from a plan that allows the employee to set the amount of compensation to be deferred and
does not prescribe retirement age or years of service. These plans include, but are not limited to, all of the following:

(A) Deferred compensation plans under section 457 of the internal revenue code.

(B) Distributions from plans under section 401(k) of the internal revenue code other than plans described in
subdivision (a)(iv).

(C) Distributions from plans under section 403(b) of the internal revenue code other than plans described in
subdivision (a

(ii) Premature distributions paid on separation, withdrawal, or discontinuance of a plan prior to the earliest date the
recipient could have retired under the provisions of the plan.

(iii) Payments received as an incentive to retire early unless the distributions are from a pension trust.

Sec. 5la. (1) Notwithstanding any other provision of this act and for tax years beginning after December 31, 1996,
an eligible taxpayer may elect to pay the tax imposed by this act calculated by multiplying taxable compensation, less
an amount equal to the personal and dependency exemptions allowed as a subtraction under section 30(2), (3), and (4),
by the rate established in section 51.

(2) Except as provided in subsection (1), an eligible taxpayer who elects to pay the tax imposed by this act calculated
under this section shall not claim any exemption, deduction, or credit allowed under this act other than the credits
allowed under all of the following sections:

(a) The credit for taxes withheld under section 251.
(b) The prescription drug credit under section 273.
(c) The home heating credit under section 527a.

(3) An eligible taxpayer who elects to pay the tax imposed by this act calculated under this section is not required
to file an annual return under this act.

(4) An eligible taxpayer who files a withholding exemption certificate to elect to pay the tax imposed by this act
calculated under this section may file an annual return and pay the tax calculated under section 51.

(5) The statute of limitations provided in Act No. 122 of the Public Acts of 1941, being sections 205.1 to 205.31 of the
Michigan Compiled Laws, begins to run on the date that the annual return is due for the tax year for which the taxpayer
has filed an election to pay the tax imposed by this act calculated under this section.

(6) The department may enforce the collection of the tax imposed under this act and calculated under this section to
the extent the tax withheld under section 351 is less than the tax imposed by this act and calculated under this section.

(7) For the 1998 tax year and each year after 1998 that the no-form option allowed under this section is in effect, the
department shall file a report not later than July 1 with the house tax policy committee and the senate finance
committee that contains all of the following information about the taxpayers who elect to pay the tax imposed by this
act pursuant to this section:

(a) The total number of taxpayers.

(b) The number of taxpayers by county and city.

(c) The average income of the taxpayers.

(8) As used in this section:

(a) “Eligible taxpayer” means a resident who meets both of the following criteria:

(i) Has income for the tax year in total or from any 1 source, other than taxable compensation or income described
in subdivision (b), (i), (ii), or (iii), of less than $100.00 for a single return or $200.00 for a joint return.

(ii) Has filed a withholding exemption certificate to elect to pay the tax imposed by this act calculated under this
section for the tax year.

(b) “Taxable compensation” means compensation from which tax has been withheld pursuant to section 351(1) or (7),
except the following:

(i) Compensation described in section 30(l)(e) or 30(I)(f)(i).
(ii) Social security benefits as defined in section 86 of the internal revenue code.

(iii) Retirement benefits, pension benefits, or benefits from a retirement annuity policy in which payments are made
for life to a senior citizen, other than benefits described in section 30(l)(e) or 30(l)(f)(t), or described in section 86 of the
internal revenue code, not to exceed the amounts allowed as a deduction under section 30(1)(f)(v).



Sec. 110. (1) For a resident individual, estate, or trust, all taxable income from any source whatsoever, except that
attributable to'another state under sections 111 to 115 and subject to section 255, is allocated to this state.

(2),For a nonresident inclividual, estate, or trust, all taxable income is allocated to this state to the extent it s
earned received, or acquired in 1 or'more of the foIIowrng Ways.

a) For the rendition of personal services performed in this state.

%/A] s a distri butrve share of the Het ryofrts ofal%usrness rofession, en ern Ise, ndertakrn% or other ﬂctrvrty N
the tofwo done Services rendered, or odt Usiness activities conducted in this state, Except as allocated to
another state pursuant fo sections 111 to 134 and subject to section 256.

or tax earsbe Inning after 1996, as rrzewnb the taxpayer under h Cauley-Traxler-Law-Bow
Mct&lge otte act, AtNo 9ofghe PublracpActso 9%/2 being ge t?ons lto 4 Ythe Merchlr'gan Com%lr?ed

Q 3) The resgectrve shares ofangnresrdent estate or trust and |sb eficiaries, .inclu rnﬁ solely for Eurposes of

allocation, resident and nonre dent enefrcrarrfe% %the income. attrr eto Mch an sha rp rr])ro tlon to the

Lesspectr i@ share o distributa ene Income of the enefrcrar esu rt ernterna revenue code Lt state or frust
‘n Istributable net f]ncom ort eta>fg ear, the shareo eac enefi rary In the i (ncoin ﬁtrr utable to Mrchgﬂan

shall be In proportion to his or her share 0 eestate ortrust rncome ort at'year, under local Jaw or the terms o

Htrume £ that IS reqarred to tie distrip He C rrﬁ% eyﬂt other amounts of the income distributed in the year. Any
alance of the income attributable to Michigan shall be allocated to the estate or trust.

(4L onrestrdent estatﬁ ortrtr)st IS aIIowed ne credit 8rovrded in section 256, except that the limitation shall be
comp ted by reference to the taxable income of the estate or trust

I)Rents and royalties from real rtan%rble ersonal roPert caprtalﬂ“r rnlt]erest dividends, or.patent or
co? q_ht royalties, t0 the extent that they constitlite a nonbusiness income, shall be allocated as provided in sections

Sec. 255, Mresrdent individual orr srdent esta fe or trust Is allowed a credit against the ta due under this ac
for tpe amount qf an Income tax 1mpo tbg N ent individual or resident est ge or trust ort et ear
another state ofthe. United States, a pa trca subdivision ofano heﬁstateoteUnrtF testeDrstncJ %umbr
or a Canadian orovrnce on Income d nve rom so rces out? ide this state that rsaso subject to tax un ert rs act or
the amou“td (e rned Her su sectro _whic ever IS es? Or purposes,.of t g ran rovrncra credit, the
credit 1S allowed for on ggrtrono the provincyal tax not claimed as cr drtfor P era Inco etax ug ses, 1T 1S
resumed. that the Can dranf eral Income ax IS c(Jarmed first. The pr vrncra fax claimed as a carryover geauction as
rovided In the Internal revenue code 15 not allowed as a credit under this section.

(2) The Canadian provincial credit shall be allowed for the 1978 tax year and for each tax year after 1978

e credit under this section shall noteceeda amou determrned dividing.i come that is subject to
taxa(tPon rIn this state anrf In anotﬁer JU IS rctron ytaxa e Income andb ¥hen muﬁrpyrng that resuluo the
taxpayer’s tax iability berore any credits aré deducted.

Sec. 25? For a nonresident rndrvrdual estate, or trust, ifthe laws ofthe state ofresrdence exemgéaresrdent of this
state from liability for the rPaymento rnoome taxes on income earned for persona seryices performeg in that state, the
COMMISSIONer may enter Irit a recl roca rqreementwrth that state to grovr e a similar tax exemption for that state’s
residents on income earned for personal services performed in this stat

A taxpayer may credit against the tax imposed by this act for the tax year, an amount, subject to the
gpp?cab? ?rrgl?atronsB d/vrrdeda tlt crjs se%?ron equaﬁ t0 50% 0 thg aggregate amount ot ¢ ar?tabecontn% tJrons mag
y the taxpayer during the tax year 0 any of the following:

So) a) This state riursuantto the Faxon-McNamee art in public Placeiact Act No. 105 ofthe Public Acts of 1980, berng
B?gée ns 18.71 to 1881 of the Michigan Compiled Laws, 0f an artwork created by the taxpayer, for display in a publ

(b) The state art in public places fund created pursuant to Act No. 105 of the Public Acts of 1980,
- (c) A municipality in this state of an artwork created by the personal effort of the taxpayer for display in a public

_ ﬁa theramunrc alrz/ofthrs tate or a nonprofit %or[ﬁ;] oration affrlrateg wrtﬂ both a unrchalrtY and an art
% ocated In the mupicipality, ofmone o‘art or er ornotcreate by the personal effort of the taxpayer,
I for the purpose of bene trnB anart institute located in that municipality.

(6) A public library.

f)ApubIrc broadcast sﬁa lon as defined by section ?% %sub art d of title 111 of the cgmmunrcatrons act of 1934,
47 U.S.C. 397, that is not affiliate wrt an Institution of higner eaucation and that is located within this state.



(9) An institution of higher learning located within this state.

(h) The Michigan colleges foundation.

(i) The state museum.

(J) The department of state for the purpose of preservation of the state archives.

(k) A nonprofit corporation, fund, foundation, trust, or association organized and operated exclusively for the benefit
of institutions of higher learning located within this state. A tax credit for a contribution described in this subdivision
is permitted only if the donee corporation, fund, foundation, trust, or association is controlled or approved and reviewed
by the governing board of the institution benefiting from the charitable contribution. The nonprofit corporation, fund,
foundation, trust, or association shall provide copies of its annual independently audited financial statements to the
auditor general of this state and chairpersons of the senate and house appropriations committees.

(2) For a taxpayer other than a resident estate or trust, the amount allowable as a credit under this section for a tax
year shall not exceed $100.00, or for a husband and wife filing a joint return as provided in section 311, $200.00.

(3) For aresident estate or trust, the amount allowable as a credit under this section for a tax year shall not exceed
10% of the tax liability for the year as determined without regard to this section or $5,000.00, whichever is less and shall
not have been deducted in arriving at federal taxable income.

(4) As used in this section:

(a) “Institution of higher learning” means only an educational institution located within this state that meets all of
the following requirements:

(i) It maintains a regular faculty and curriculum and has a regularly enrolled body of students in attendance at the
place where its educational activities are carried on.

(ii) It regularly offers education above the twelfth grade.

(iif) 1t awards associate, bachelors, masters, or doctoral degrees or a combination of those degrees or higher
education credits acceptable for those degrees granted by other institutions of higher learning.

(iv) It is recognized by the state board of education as an institution of higher learning and appears as an institution
of higher learning in the annual publication of the department of education entitled “The Directory of Institutions of
Higher Education”.

(b) “Public library” means that term as defined in section 2 of the state aid to public libraries act, Act No. 89 of the
Public Acts of 1977, being section 397.552 of the Michigan Compiled Laws.

(c) “Contributions made by the taxpayer” means, but is not limited to, the fair market value of artwork created by
the personal effort of the taxpayer that is donated to and accepted as a donation by a qualified organization. The fair
market value of a piece of artwork shall be determined at the time of the donation by independent appraisal.

(d) “Artwork” means an original, visual creation of quality executed in any size or shape, in any media, using any
kind or type of materials.

(5) The sum of the credits allowed by section 257 and this section shall not exceed the tax liability of the taxpayer.

Sec. 261. (1) For the 1989 tax year and each tax year after 1989 and subject to the limitations in subsections (2) to
(6), a taxpayer may credit against the tax imposed by this act 50% of the amount the taxpayer contributes during the
tax year to an endowment fund of a community foundation or for the 1992 tax year and each tax year after 1992 and
subject to the limitations in subsections (2), (3), and (5), a taxpayer may credit against the tax imposed by this act 50%
of the cash amount the taxpayer contributes during the tax year to a shelter for homeless persons, food kitchen, food
bank, or other entity located in this state, the primary purpose of which is to provide overnight accommodation, food,
or meals to persons who are indigent if a contribution to that entity is tax deductible for the donor under the internal
revenue code.

(2) For a taxpayer other than a resident estate or trust, the credit allowed by this section for a contribution to a
community foundation shall not exceed $100.00, or $200.00 for a husband and wife filing ajoint return. For the 1992 tax
year and each tax year after 1992, a taxpayer may claim an additional credit under this section not to exceed $100.00,
or $200.00 for a husband and wife filing a joint return, for total cash contributions made in the tax year to shelters for
homeless persons, food kitchens, food banks, and, except for community foundations, other entities allowed under
subsection (1). For a resident estate or trust, the credit allowed by this section for a contribution to a community
foundation shall not exceed 10% of the taxpayer's tax liability for the tax year before claiming any credits allowed by
this act or $5,000.00, whichever is less. For the 1992 tax year and each tax year after 1992, a resident estate or trust
may claim an additional credit under this section not to exceed 10% of the taxpayer's tax liability for the tax year before
claiming any credits allowed by this act or $5,000.00, whichever is less, for total cash contributions made in the tax year
to shelters for homeless persons, food kitchens, food banks, and, except for community foundations, other entities
allowed under subsection (1). For a resident estate or trust, the amount used to calculate the credits under this section
shall not have been deducted in arriving at federal taxable income.



(3) The credits allowed under this section are nonrefundable so that a taxpayer shall not claim under this section a
total credit amount that reduces the taxpayer’s tax liability to less than zero.

(4) As used in this section, “community foundation” means an organization that applies for certification on or before
April 1 of the tax year for which the taxpayer is claiming the credit and that the department certifies for that tax year
as meeting all of the following requirements:

(a) Qualifies for exemption from federal income taxation under section 501(c)(3) of the internal revenue code.

(b) Supports a broad range of charitable activities within the specific geographic area of this state that it serves,
such as a municipality or county.

(c) Maintains an ongoing program to attract new endowment funds by seeking gifts and bequests from a wide range
of potential donors in the community or area served.

(d) Is publicly supported as defined by the regulations of the United States department of treasury, 26 C.F.R.
1.170A-9(e)(10).

(e) Is not a supporting organization as defined under section 509(a)(3) of the internal revenue code and the
regulations of the United States department of treasury, 26 C.F.R. 1.509(a)-4 and 1.509(a)-5.

(f) Meets the requirements for treatment as a single entity contained in the regulations of the United States
department of treasury, 26 C.F.R. 1.170A-9(e)(Il).

(9) Is incorporated or established as a trust before September 1 of the year immediately preceding the tax year for
which the credit is claimed.

(5) An entity other than a community foundation may request that the department determine if a contribution to
that entity qualifies for the credit under this section. The department shall make a determination and respond to a
request no later than 30 days after the department receives the request.

(6) On or before July 1 of each year, the department shall report to the house committee on tax policy and the senate
finance committee the total amount of tax credits claimed under this section and under section 38c of the single business
tax act, Act No. 228 of the Public Acts of 1975, being section 208.38¢c of the Michigan Compiled Laws, for the
immediately preceding tax year.

Sec. 264. (1) For the 1994 tax year and each tax year after 1994, a taxpayer, other than a resident estate or trust,
may credit against the tax imposed by this act an amount equal to 3.3% of the amount contributed in the tax year by
the taxpayer or on behalf of the taxpayer to a medical care savings account to the extent that the contribution is
accepted by an account administrator pursuant to the medical care savings account act.

(2) The credit under this section shall not be taken unless the taxpayer who establishes a medical care savings
account or on whose behalf a medical care savings account is established is not covered by any health coverage policy,
certificate, or contract or self-funded plan other than a qualified higher deductible health plan purchased pursuant to
the medical care savings account act.

(3) If the taxpayer files ajoint return, each joint filer may take the credit under this section if he or she meets the
restriction under subsection (2). If the taxpayer is married and files a single return or is not married, the taxpayer may
take the credit under this section if he or she meets the restriction under subsection (2).

(4) A taxpayer shall deduct from the amount of a contribution used to calculate the credit under this section any
amount that the taxpayer withdraws in the tax year for a purpose other than 1 of the following:

(a) A purpose for which those funds may be utilized as described in section 4(3) of the medical care savings account
act, being section 550.984 of the Michigan Compiled Laws.

(b) A distribution or transfer pursuant to section 5(3) or (5) of the medical care savings act, being section 550.985 of
the Michigan Compiled Laws.

(5) If the amount of the credit exceeds the tax liability of the taxpayer for the tax year, that portion of the credit
that exceeds the tax liability shall not be refunded.

(6) The credit under this section shall not be taken by a taxpayer in the tax year in which a federal income tax
deduction or credit becomes available for contributions to a medical care savings account or any similar federal program
or in any subsequent year.

(7) As used in this section:

(a) “Account administrator” and “medical care savings account” mean those terms as defined in the medical care
savings account act.

(b) “Medical care savings account act” means the medical care savings account act, Act No. 289 of the Public Acts of
1994, being sections 550.981 to 550.988 of the Michigan Compiled Laws.

Sec. 274. (1) For the 1995 tax year and each tax year after the 1995 tax year and subject to the limitations in this
section, a claimant who has household income of $200,000.00 or less and who is a resident of this state may claim a credit
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against the tax due under this act for fees and tuition paid by the claimant on behalf of the claimant or any other student
t0 a qualified institution of higher learning.

5628A claimant may claim a credit under this section equal to 4% of the sum of all fees and tuition paid, not to exceed
$250.00 for each student for each tax year.

(3) A credit shall not be claimed under this section for more than 4 tax years for any 1 student.
(4) The credit under this section may be claimed on a separate form exclusive of any other form required by this act.

(5) The department may require reasonable proof from the claimant in support of the fees and tuition payments
claimed under this section.

The department may promulgate rules pursuant to the administrative procedures act of 1969, Act No. 306 of the
Pubi?g Acts oF 1969, being ge%tions ?4.201 t0 24.328 of the M?chigan CompiledpLaws, 0 ?mp ement this sect?on.

The total amount of credits claimed in a tax year for tujtion and fees paid by or on behalf of any 1 student shall
notg)(ceed tﬁe maximum amount a?lowa ?eunders bsection (2) paIaY Y

8) As used in this section:

)

a) “Fees” means fees required of and uniformly paid by all students and that have been promulgated and published
int?ge2 catafog ofhe qua?ifie%uljns%tution o nlcgher)iéérmng{ ¥ Ve been promulg publi

(0)

(

(

“Qualified institution of higher learning” means an institution that meets all of the following criteria:
1) The institution meets the criteria for an institution of higher learning under section 260.
ii) The institution is located in this state.
(1i1) The instructional programs of the institution are not comprised solely of sectarian instruction or religious

worship.
V) For the 199 tax year and each tax IVSFr after the 1%96 tax year, the institution hfm rovided a letter o

Aot et i
natification to the state treasurer befgre July Lofthe tax year that states that the institution will not increase fees an

tuition rates during the ensying academi _gfefxr bly mg_re than the annual average percentage Increase in the United
States consumer price index In the immedidtely preceding tax year.

(‘\%or ghe 1996 }]ax ear only, tme institution has Provi,ded a Iet}er of notification to the state treagurer on or before
December 31,1996 at%tatest af[t e Institution wil n?t Increase fees and tuition rates during the 199-1997 academic
year by more than 3% above the fees and turtion rates for the 1995-199% academic year.

g% “Tyition” means in-state tuition less any refunds of tuition received by the claimant or student paid for any of
the following:

(1) Credits for an undergraduate degree program.

Si) Credits granted by a community college or a 2-year private college toward a degree program or granted for the
purpose of transferring those credits toward an Undergraduate degree program.

(d) “United States consumer price index” means the United States consumer price index for all urban consumers as
gr%fﬁgégearnd reported by t eUmPed States department ofIaE)or, bureau oflag]or gtatIS'[ICS, and as certlﬁed Byt e State

Sec. 301, (lﬂ EvTry Rerson on a calendar year basis, if the person’s annual tax can reas%nabl be expected to exceed
the amount withheld"under section 351 and d;he credits allowed under this act by more than $500.00, shall pay to the
department installments ofes |me%tﬁ tax under this act on or b foreAﬁrl 15’JUH'15’ EI\Pd Septﬁni rlSoftPe erson’s
tax year and January 15 In the oowmg eq. Subéect_to SH Sectlo 3e) eacn installment sha ee(r]ua to 14 the
taxpayer’s estimated'tax under this act aftér first deducting the amount estimated to be withneld under section 351.

2) For a taxpayer on other than a calendar year basis, there shall e substituted for the due dates provided in
subge)ctlon Fl) %ﬁ(g a%proprlate due aates In tHe ta%payer’s Iscal year that corresponé to tﬁose In tlf'1e calendar year.

I(ISE)Foratax agerthat pays estimated tax for the_taxpayers first tax %/ear of less than 12 months, the amount paid
shall be that fraction of the estimated tax that Is obtained by dividing the total amount of estimated tax by the number
of payments to be made with respect to the tax year.

(4) There shall be allowed as a credit against the tax imposed by this act the amounts paid to the department
purstiant to this section.

5) Instead of quarterly payments, a person subject to this section may pay an estimated annual tax for the
]§u|cléte)ed|ng tax yeag. The p%ygﬂgnt shall bepmage at the same time the personyfljfesy the annual return for the previous
ull tax year.

(6) A farmer or fisherman who elects to file and R]agl his or her federal income tax under an alternative schedule
provided In sectiop 6654 of the Internal revenue codﬁ_ file and pay the tax imposed b?/ this act In the same manner.

A seafarer may file and pay the tax imposed by this dct In the same manner as a farmer or fisherman under this
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subsection. As used in this subsection, “seafarer” means an individual whose wages may not be withheld for taxes b
tlhleS séatle1 1oOr8 a polelgce“ SUB(JSIVIIJSIOH of the state as prov?ded {}1 secttljon 11108 of ﬁtle 46yof the Un’teg States code, 4%

(7) A bank or financial institution that submits quarterly estimated income tax payment information through the
federal tax deposit system on magnetic tape and acts as fiduciary for 200 or more taxatfle trusts shall submit Michigan
quarterly tax payment information on magnetic tape to the depdrtment.

_ (%) A bank or financial institution that acts as fiduciary for more than 49 and fewer than 200 taxable tyusts may enter
{gg)e tg {Hgvdoecgabrltemaegnrteement with the department to submit estimated income tax payment information on magnetic

(92 The payment oftax based on the information required under subsections (7) and (8) shall be made through a wire
transter to the state of Michigan contractual deposit account.

ElO) A payment of estimated tax shall be computed on the basis of the annualized rate established under section 51
for the ap;?roprlate tax year to which the estimated tax payment is applicable.

(12) Except as Provided_in subsection (1), the amount of an estimated tax installment shall be computed, payment of
?ﬁgmteerﬂ atlz;l?(e\s/tg?]luebgocdrgdlted, and a period of underpayment shall be determined in the same manner as provided in

(12%_As used in this section, “taxable trust” means a trust required to make payments of estimated tax pursuant to
subsection (2).

Sec. 439. (%2 Until the state treasurer certifies that the assets in the non?
the nongame ish and wildlite trust fund act exceed FG,OOO,OOO.OOJ a faxpaye

ame fish.and wildlife trust fund cr?ated in
that a contribution of $ é)(% or-mare of his oy her refung tfe credited to (ghe t%te ofMlchi?an nongame fish and Wl|d|if(i

may designate on his or her annual return

2
trust fund created In par 4?9 (nongame IS fan wilalife trust fund) of the natural resourcés and envirgnmenta
rotection act, Act No. 451 of the Public Acts of 1994, being sections 32443901 to 32443907 of the Michigan Compiled
aws, 1T a x#]ayer’s r%fund IS not. sufficient to make?co trldbutlon Hnder this section, t etaxPay&r ma}é Sllemgnate a

fa y e
contribution amount and that contribution amount shall be added to the taxpayer’s tax liability for the tax year.

2) The contribution designation authorized in this section shall be clearly and unambiguously printed on the first
pagg %)fgfstate lnH}v?Huaﬁngcome tax return Forms, ﬁpract?cabpe. Y JUOEYP

ML T R e R e
Implementin tﬁls section, shaﬁ be dey 03|te(§] In the statepg{!\ﬁichlgan nongamepfals% and‘ wﬂtﬁl%trt}/st?ung aﬁg ﬁwﬁ?be
apgroprlate solely for the purposes of the fund.

Sec, 440, (ﬁ_ Effective for the tax year b%mngoJanuary_l, 1982 and until the state treasurer cerfifies that the
assets in the Ciildren’s trust fun%_exce%d $20,000,000:00, ﬂlndIVIﬂU&ﬂ ma de,5|9nate on his or her annugl re%urn that a
confribution of $2.00 or more of his or her refund be credited to the children’s frust fund. 1f 3 taxpayer’s refund s ot
sufficient to make a contribution under this section, the ta,x_[[)a er ma)( designate a contribution”amount and that
contribution amount shall be added to the taxpayer’s tax liability Tor the Tax year.

() . The contribution designation authorized in this section shall be clearly and unambiguously printed on the first
page of the state individual income tax return.

Sec, 471, (@ The tax imposed by this act shall be administered by the department. The department shall prescribe
forms for use by taxpayers and may promulgate rules for all of the following:

(8) The maintenance by taxpayers of records, books, and accounts.
(h) The computation of the tax.

(c) The manner and time of changing or electing accounting methods and of exercising the accounting method
options contained in this act.

(d) The making of returns, the payment of tax due, and the ascertainment, assessment, and collection of the tax.

(2).The rules shall follow the rulings ofthe United States internal revenue service with resPect to the federal income
tax ifthose rulings are not inconsistent with this act, and the department may adopt as a part of the rules any portions
of the internal révenue code or rulings, in whole or in part.

(B%A summary of state exPenditures and revenues by mag'or category, in dollar amounts and ﬁ)ercentage_oftotal, for
the ‘most recent” state fiscal year that the information 15 available; shall be printed in the instruction booklet
accompanying each state inconie tax return.
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(4) Each state income tax return shall contain a space for the taxpayer to indicate the school district in which the
taxpayer resides.

(5) The department may provide information in the instruction booklet about the purchase of an annual state park
motor vehicle permit pursuant to part 741 (state parks system) of the natural resources and environmental protection
act, Act No. 451 of the Public Acts of 1994, being sections 324.74101 to 324.74125 of the Michigan Compiled Laws.

Sec. 475. (1) The tax imposed by this act is in addition to all other taxes for which the taxpayer is liable and the
proceeds derived from the tax shall be credited to the general fund to be allocated and distributed as provided in this act.

2 Each year that the contribution designation program established in section 440 is in effect, an amount equal to
the cumulative designations made under section 440 less the annual amount appropriated to the department of treasury
for the purpose of administering the children’s trust fund and implementing section 440, shall be appropriated from the
general fund to the children’s trust fund in the department of treasury for use solely in support of the purposes provided
in the act that created the children’s trust fund.

Sec. 506. “Eligible serviceperson”, “eligible veteran”, and “eligible widow or widower” means a serviceperson,
veteran, or widow or widower, whose income as defined in this chapter is not more than $7,500.00 per year unless the
serviceperson, veteran, or widow or widower receives compensation paid by the veterans administration or the armed
forces of the United States for service incurred disabilities and who meets the requirements of the following schedule:

Taxable Value

War Person Service in War Disability % Allowance
Indian Veteran or 3 months, or 1 day No $3,500.00
Civil veteran’'s widow with discharge for requirement
Spanish-American or widower service-connected
Mexican disability
World War | Widow or 3 months, or 1 day No $2,500.00
World War 11 widower of with discharge for requirement
Korean nondisabled or service-connected

nonpensioned disability
veteran
All wars or Pensioned veteran Any No $3,500.00
presidential or veteran’s requirement
executive order or widow or widower
presidential
proclamation
All wars or Veteran with Any 10-50 $3,500.00
presidential service-connected
executive order or disability or
presidential veteran’'s widow
proclamation or widower
All wars or Veteran with Any 60-70-80 $4,000.00
presidential service-connected
executive order or disability or
presidential veteran's widow
proclamation or widower
All wars or Veteran with Any 90-100 $4,500.00
presidential service-connected
executive order or disability or
presidential veteran’s widow
proclamation or widower
All wars or Widow or Any No $4,500.00
presidential widower of requirement
executive order or veteran dying in
presidential service
proclamation
Current service Serviceperson or Any No $3,500.00

serviceperson’s
widow or widower

requirement
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Sec. 512. (1) “Paraplegic, hemiplegic, or quadriplegic” means an individual, or either 1 of 2 persons filing a joint tax
return under this act, who is a paraplegic, hemiplegic, or quadriplegic at the end of the tax year.

(2) “Property taxes” means general ad valorem taxes due and payable for periods after December 31, 1972, levied
on a homestead within this state including property tax administration fees, but does not include penalties, interest, or
special assessments unless assessed in the entire city, village, or township, and based on state equalized valuation or
taxable value.

(3) “Qualified person” means a claimant and any person, domiciled in Michigan, who can be claimed as a dependent
under the internal revenue code and who does not file a claim under this act for the same tax year. The term does not
include the additional exemptions allowed for age or blindness.

(4) “Renter” means a person who rents or leases a homestead.

Sec. 522. (1) The amount of a claim made pursuant to this chapter shall be determined as follows:

(a) A claimant is entitled to a credit against the state income tax liability equal to 60% of the amount by which the
property taxes on the homestead, or the credit for rental of the homestead for the tax year, exceeds 3.5% of the
claimant’s household income for that tax year.

(b) A claimant who is a senior citizen or a paraplegic, hemiplegic, or quadriplegic is entitled to a credit against the
state income tax liability for the amount by which the property taxes on the homestead, the credit for rental of the
homestead, or a service charge in lieu of ad valorem taxes as provided by section 15a of the state housing development
authority act of 1966, Act No. 346 of the Public Acts of 1966, being section 125.1415a of the Michigan Compiled Laws,
for the tax year exceeds the percentage of the claimant’s household income for that tax year computed as follows:

Household income Percentage
Not over $3,000.00 .0%
Over $3,000.00 but not over $4,000.00 1.0%
Over $4,000.00 but not over $5,000.00 2.0%
Over $5,000.00 but not over $6,000.00 3.0%
Over $6,000.00 3.5%

(c) A claimant who is totally and permanently disabled is entitled to a credit against the state income tax liability
equal to 60% of the amount by which the property taxes on the homestead, or the credit for rental of the homestead or
for a service charge in lieu of ad valorem taxes as provided in section 15a of Act No. 346 of the Public Acts of 1966, for
the tax year, exceeds the percentage of the claimant’s household income for that tax year based on the schedule in
subdivision (b).

(d) A claimant who is an eligible serviceperson, eligible veteran, or eligible widow or widower is entitled to a credit

against the state income tax liability for a percentage of the property taxes on the homestead for the tax year not in
excess of 100% determined as follows:

(i) Divide the taxable value allowance specified in section 506 by the taxable value of the homestead or, if the eligible
serviceperson, eligible veteran, or eligible widow or widower leases or rents a homestead, divide 17% of the total annual
rent paid for tax years before the 1994 tax year, or 20% of the total annual rent paid for tax years after the 1993 tax
year on the property by the property tax rate on the property.

(i) Multiply the property taxes on the homestead by the percentage computed in subparagraph (i).

(e) A claimant who is blind is entitled to a credit against the state income tax liability for a percentage of the
property taxes on the homestead for the tax year determined as follows:

(i) If the taxable value of the homestead is $3,500.00 or less, 100% of the property taxes.

(i) If the taxable value of the homestead is more than $3,500.00, the percentage that $3,500.00 bears to the taxable
value of the homestead.

(2) A person who is qualified to make a claim under more than 1 classification shall elect the classification under
which the claim is made.

(3) Only 1 claimant per household for a tax year is entitled to the credit, unless both the husband and wife filing a
joint return are blind, then each shall be considered a claimant.

(4) As used in this section, “totally and permanently disabled” means disability as defined in section 216 of title Il
of the social security act, 42 U.S.C. 416.

(5) A senior citizen who has a total household income for the tax year of $6,000.00 or less and who for 1973 received
a senior citizen homestead exemption under former section 7c of the general property tax act, Act No. 206 of the Public
Acts of 1893, may compute the credit against the state income tax liability for a percentage of the property taxes on the
homestead for the tax year determined as follows:

(a) If the taxable value of the homestead is $2,500.00 or less, 100% of the property taxes.



d If the taxable value of the homestead is more than $2,500.00, the percentage that $2,500.00 bears to the taxable
val( of the homestead.
(

6) For a return of less than 12 months, the claim shall be reduced proportionately.
7) The commissioner may prescribe tables that may be used to determine the amount of the claim.
(8) The total credit allowed in this section for each year after December 31,1975 shall not exceed $1,200.00 per year.

9} The total credit aIIowlabIe under this act and (nart 301 (‘farmla dand ope face reservatron% of Ehe natural
reso ces and envjronmental protection act] % he Public Acts of 19% ern sect)o 436101 0]
32430117 ofthe Michigan Co ed Laws, shall not exceedt e total ﬂrogert fa Fuea a(? % rmantn
that nue r. The amount 3/ the creqit exce dsthe o egr)%taxd d paya esha be deducte romt e credt
claimed under part 361 fAct No. 451 ot the Public Acs or 1

Sec. 527a. ih) For fax ears 1985through 1994 acIarmant ma cIarmacredrt agarnstthe state income tax for heatin
fueI c?sts for g }ar ant’s h ? Tstea %nt Is state. For the 1995 ¥ar and ‘subject to su sectron$8) aclarman
clamacre rt or etrn costs ort ecarmantshom ds rh his state Fortaxy%ars 19% th ng gn
su SJeetto subse r| and (20), a claimant may claim a f t for atrng uel costs forthe claimant’s Lnestea
state, A aut ose car ome, nu]rs”rg 8 e, home for %heae or Substance abuse center IS not a homestea
or purposes of this section., T ecredrts etermined in the foflowing manner:

ga) For the 1988 tax year through the 1994tax ear, subject to subsection %18 ?rthe 1995 tax ear and Sél fjeetto
sub ectronsl and (§orte % tax eart ough the 2000 tax year, the following table shall be used for the
computatrono acred scompute un er bdrvrsron (©):

Exemptions ~ Oorl 4 5 6 or more

Credit $212 $326 $379 50 $525 $68% éra §76
exemptron
OVEr b

Forta rs after the 198tax ear, the amounts rnthf table in ubdrvrsron L a ted each year as
nec sary bg ﬁ art nt sot at a clal an wrt1 a household Inco eess than 11 Aro the fe éra noverty rncogre
(strg ards a rne etermrned annually oy the Unite Stateso Ice of management and budget'is not denie

’gc) A claimant shall receive the greater of the credit amount as determined in subparagraph (i) o %)
wit

Subtra%35% of the cIarm J)usehold incom Ifr mtge amount specrfredwsut%drvrsron () that corres 0
the nymner oB Xem troH farme return? naer tis act exce t.that the nu tfg ? e em o
Eur oseso rs Su rvrsr n shall not exceed the actua num er of persons rvrnB int ehouse o Psons L rtrrotnae

living |

ersonal gxen&gtronsa owed under section 30a ng nenc exemt) it rgerso
ouseh un cusﬁ aI arran ement vg rh Xe trons az F ehcarme? or other income tarr rPoss
ed In his orh r rent, multiply the result of the preceding calculation by

For acarmantw 0se heating costs are Inclu
0.
Srr Sub ttos secti nM foraclarmantwhoehous%hold income gloes not exceed the maxr specified n the
foll wrn[g uste or(reapondsurrth tﬁte numpoer of exempti (s%ns clarmed rntthe return H d ﬁnder IS act,
subtr 1Mrofcar antshousehol come Ttot al cost incurrea by a claimang for heating fue oma Tatrng
Fes{rlit){r?d”e(rjnern urlrjt”btgt e 12 consecutive monthly billing periods ending in”QOctober of the tax year, and multiply th

Exemptions Oorl 2 3 4 5 For each ex%mptron OVer 5,

add $2,441.00 to the maximum Income
Maximum Income ~ $7060  $9501  $11943  $14382  $1684

d) For the 8§tax ye rfr 8ur 065 oésubgrvrsron(z ¢), the total ?ost rncurredb acIarmaHtfor heating fuel
fro ahatrn rovr ersa n xceed $1.190.00. For % Zgarsatert e 1988 ear tne maximu cst
Incurred acar at or heati edurrn ata earh rruste lfy utng/rngt maximum_cost Jort
%mr]a rte rece In ax ear erc tae Whic tp]e ave aeg a urban Detrit consumer é)Jrce Index tor

Ugls an rutrIrte or gsstgloft e tax yéar for wnich the credrt scarm ﬁcee ds that

savgra%e ort e 12mont sen r}%onA r%ust 1 ofth egrevrou tax year, but not more t That nroﬂ ft

'1\ to the maxrmu]m cost of the Im edrateerec ding tax era then rounde Jeneares %
ollar. That dollar amount Is the new maximum cost for the currenttax veéar. Ift ecarmirnt received any credits to hig
he treated as'costs Incurred

Br ner heatrn%brll during the tax year, as provided for in subsection (6), the credits shal
y the claimant

“For tax years. afte[]the 1988 tax %ear the maximum income amounts s erafred in subdrvrsron )S (g EaIIR
adr ed by multiplyi g erespe?trve aximum Income amounts for fthe Im atelr{ precedin ﬁ
percentage”by whichf the average all urban Detroit consumer price index for all items tor'the 12 mo hs en rngA gust
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3]f of the tax year for whic the credit is %armed exceeds that index’s avera fortn 1% sendrn]g on Au ustf
the Immediately preceding tax ear uf not nlore than 10%. Thatg h all d erm[]n e
rece In t%tx ear res ect em [nrncome evel and then rounded to the nearestw e dollar. That dollar
mount the riew maximum income level for the then current tax year.

2) An enrolled heating fuel provider shall ng eac ofits_cu tomersn later than Dec mber 15 of each year or,
for(13950nl . not Iaéerth tnld%lacysa?terthe effJ tive aeofsu ctron ;bor or 19960n not trthan)f4d
after the effective date of subsectjon 192 whrc ever IS later, oft e ava llity, upon, req oS oft e ormatr n
ecessayfordetermrnrnd the credit undef this section. Foracla”nét tforwh m, att e ime offrIrng the departmen
0 sooda BIVICes IS odrrect vendor ayment {0 nenro eatin ueI Drovie er the er(r{ lIe he trnd fue
rovider that accepts the d ectgaxmentss mail the in ormatron necessary to determine the credit before Februar
of each ear zénenroTJed eating fuel provider refuses orfarls rovr 04 ustorn rther formation required to
eterm d]t i e creat, or |

the claimant Is not a 5ustomeroLan enro heatrng fue provi er acarmant may determine
ecre vrded In subsection (x).)qi) based on his or her own records.

(3.A cre%t imed on a return that covers a period of less than 12 months shall be calculated based on subsection
1) and sha e reduced proportionately.

54 Ifthe aIIowabIe gmount of the credjt under.this section exceeds the tater co et otherwrs du for the tax
yea theamorfnto credit not used as an offset a arnstthe state rncometaxt atr a eremr(ste tot ecIarmant

other than a claimant whase eatr cstsarer ncluded in his or her rent, in the or o anenergy dr tt atstateste
nam otecarman and 1s.issued By the department. Fora a ant orw om at et eo ng, rtme
socla se vr es rsm Ing irect vend or a t to an epr eating fuel vr r, the depart ent
ener y t0'the claimant’s en etrng ue rovr er, as 1dent the claimant. A er

rm of a neqotia ewar ant Teener tsa be

refu becre I for rior tax year ma
negotre%le onIythroug?t?he clamant’s enr Ier? hpeatrng tIuei provider upor remittance ythecarman

g 5) If, when a claimant remjts an energgdraft 0 the Iarmants roII%d he afing fuel_provider, tt]F gmount ofthe
ene dr trscreater tha tetot utstan In brlsrcurre y the ﬁarm nt wi the enrolle heaPn tﬁe
grov ey, the. claim nt by. chec rngt ea roprrate 0X 10 he #nclu ed onteer]ery t, may request from t
r“ eatn]? th aorovrdera Ipa}/(rnent ual to the amount of the, ener%ydraft es the amount of eoutstandrng
bills. The enrolled heating Tuel provider shall ssue the payment within 14 days arter the claimant’s request.

€signale account yf

gﬁglfatilarman(]whos ene %ydraft (xceedshrs or%feroutstandrn%brlls doe? not re uest ayment fr n] enro Ieg
Pon r cerg {0 the c(rarm nt’ e enerqy draft ma rLe used to ¢ r] stan |stma fhﬁ
armanth Incurre %the ed efatrn fuel rovh rand to ﬂehr ubsequent g ost unf J

whic f? t te tot

eating fuel prov er sunsection (5), an energy araft remitt J an enrolled heatin ovrd eap le

ount 0 A e energy araft IS ¥Se OT until 1 ear d erg date on ? ?X dra Irst a
|mants esignated account. If a credit amourit remains from thjs ener% ?'[Ef el ear errod fl fIOftO

fuel provider, th eatr ovider
rﬁ e otiplt)(fe checkwrt In 119days gftert
14 days after termination of service, whichever IS sooner,
{aresrdent of this state, who s facusto er of an enroll dheﬁtrné; fuel provider
Fsestoaccet energ draftsalreturn eened ttot eart ent and
request the 1ssuanc Pane otrapewarrant aiman a?/ return an ner artm n an re est
ISsuance 0 ane?otr e warrant ITthe ener atrsrm ra%tcalbgfausetec anthsarea urc ased
ener%r suro[prx r] ear and oes not Mave not an mdﬂ Igation tQ an enrol ed eatl fu rovr er T
B a o hat ue |f|tareest at the use of t r]gey ratt 1s impractical. artment sha
IssUe the warra twr |n 14 days ter recevrngt eenergydraftfromt aimant.
8) The enrolled heatjng fuel vrde all bill the de entfo credit amounts that have been applied to claima
y B i R e

% nts pursuant to subsectio eart en pay In 14 days of receipt. The billing sha
eaccomBanre yi eenergy orwhrc erm ursement |sca|me

A claimant whase heating fuel js provided by a utjlity r uIa d by the Mic ublic.service commission is
f%ted a%rnstthe drscontrnugnce ofh@ h hegt f f/s(er Ice rom)fhed e W |n8 a claim for the credit under
? IS Sﬁcthon rou ateo IS5 anc .ofan en ata durin aperro e%rlnnrn December 1 of the tax year
or which the credit |sc @1 the

e an en |n arc QWIn E&T J alm P&{thIp&teIS In the winter
I'OIGC'[IOH 1o rarH '[ OI't In R % €0
claimant’s ene gx raft. The CCG tance 0rd ener

eMrc na ministrative co the utl |t acceotst
ratb a Ul rt IS cons are uestb thec mant for t
winter rtectr grogram T ee ergy draft shall
Pe or older. Ifth [aimant is a clai antwose heatin ?st s Inclyded, in his or her rent] mtgments the amount of the

Fn of the 1-year oenodacarmant IS nQ Ionderacustomer of the he
shal remit the remaip Hg unus% rPort nto ecarntantrnthe form ofa
end of the 1-year period or wit

orwffoseh%'aft%“t Qf’q'?o’f‘tdgr”?

C0ded b? the deéartment 0 t?enote claimants wh o are 6 years of
not used as an offseta ainst the state income tax; after examination and review, shall'be approved for payment,
wrt out Interest, to the claimant.

0) If an enrolled heating fuel provider does nat issue a payment or a negotiable check within 14 days as provided
in su]bgectron F %egngnr g the ?rfteenth day, t eaﬁtgunt U t0 thg [llarmant 1S mcreased1 aydﬁdrn Interest
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com uted on th%basr ofthe rate of interest prescrrbed for delarr%/ed refunds ofexcess tax payments in section 30 32 of
0. 122 rif e Punlic Acts of 1941, bem t]on 205.30 or't eMrchrr%an Comrg ed Laws, The enr%IIed heatin
provrder shall pay the Interest and shall not the Interest to or be reimbursed for the Interest by the departmént.

lbg F Iythe renter or Ie]ssee shall clai acredrt Qn gro erty that is rented or t]easeda a homestead. Only 1 credt
ed for a household Tne cre tt tmder this section1s In addrtron to_other credits tow ich the. carmantré
enttIed under this a gt Agersonw 0 1S a full-time student ata ?choo community college, or col e?e or unrversrtY
who Is clajmed as a gependent by another Person IS notelrgrble or the creit provided nt/thrs?ecton A clagimant who
Et(t)arr]ggteaa(homestead with other“eligible claimants shall prorate the credit by the number of claimants sharing the

$12 A claimant who is elrmble for the credit 1provrde? this section shall be referred by the de artment to the
appropriate, state a glenc tf fermmatron of eligibilit H)home weathetrrthron assistance. and (J ace
at errzatr n assistance if eligigle and It assistance 1S a ailaple. A heatrng roviger t at IS require bg
|cra lic ser |ce commrssron 0 mpartrcre\%e In the residential cons rvatA services home e 88 anal srs
annua 310886%: eac claimant to wham it roer atrn uel. and whose usa e exceeds 2
atura sor 8 owatt holurs ofe(!ectrhcrt nnua cfhl offer fo Provrd Ome energ ganal srs at

no cost fo the th ﬂt eatrn? H proy er that'is not req urre gartrcrpae in the residential”Conservation
services program shall not be required to'conduct a home energy analysis for its customers.

JlBQIfan enrolled heating fuel rovrder IS re uIatethhe Mrchr an ublrcservrce commission, the Michigan é)ublrc
Berh ComMISsion may Use an eH orcem?nt me ho autrorized bzl rruet forcet erequrremenis tpr

this sectron on the“enrolled eatmg el Iprovrder I an enro)led heatm rovr er is not re uae g/
Mrchrgan Eu lic ?ervrce]commrssront E rgo soclal services mag/ ?%n rceptelnt meg autnorized by
aw or rule to enforce the requirements prescribed by this section on the énrolled heating tuel provider

%14& The department shall mail a home heatrneg dp g it.return to ever erson orecelved tard to families with
?? t children, state %rmlyassrstance or stat it ssrstance uantto e social wel []e act, Act No. 280
he Public Acts of 1939, being sections 400.1 to 400119 oft eMrchrg nComprIed Laws, during the tax year.

15),The department shall complete a stug ugust 1 of 1985, nd f each subsequent year, of the actual heatin
cggtr(s erach clgrmantwho recerve%acredrt f%n¥ thb\e epartmentun ert IS Section fo ﬁe |¥nmer? lately preceding tag

Erog@urTegeagte B ACTREB IS P A o el g sochons 24 o 128 afne Mg Corled

M%;;grefrtne PR e e s e

~0r he 1995tax the credrtunder #s ean IS aIIowedqonI fthere has been a federal pp grratro fgs

federa 1SCa arl9€r9 he ota amounto ederal low, income eatrng ne as |stance rant F
OSV wm ome ome eatrnﬂ energy assistance b Hk rant a n?nt of th sstate s at least
etrni 39 t ent fort IS state IS less

te eder wmco eh née ner asshst %an

400 000each mdrvt redit ¢ aqme under tnis section shall be re uce gmthtrﬁ]g/meqt he credit amount
rac lon the Fmeratoro IS Mi % (ﬁ] 995-9 fisca efa ederal low Income heating energy assistarice
loc granta otment minus 0000000a the denominator of which is $75,000,000.00.

9 orthe 1996taxg ear throu th 2|000tax ear, the credit under this section i iallowed onl;/ if th re has been
fe propriation for t ef sca arb gnfn%m the tax ear of the tota amorrhnt of federal. low mcrfme
ome ener srstance ro ram oc rant un sa teamounta able ort ehome eatrnr]; credit IS not less

unt avatlable for the home heatjn chrg ItIs ESﬁt an the full home heaf gcredrt amouH
eac rvru rehdrtcarme under tt] Fectron shﬁll be redyced Xmut %m%t e creait amount py a ractrrm]
umerator hich Is the amount ﬁva e for the home heatr fdrt N enominator of which'is the ful To
eath cre |t amount As used Inthis su sectron amountava ort ehome heatmg credit” means the sumo
ederal’ low Income home edaerﬁ;g/ assrstance raﬁn ranta metfrthrs state for the federal. fi (tor ear
ort

g?nnr}]ngmtetax earan amountas edrctorot amr mdegendenceagf carrie %
rom the Immediatel Pe h fiscal year |come om ener asss%anc PTrogram qanimmus e
Eum of the amount Certifie th% irector of t gfamymde en ence enﬁ d mr?tratro of e low income
ome energcy assistance prog grant and the amoun rtified Irector of the_ family Ind ePen ence
a%;enfay risis as |stanepro rams. eamounts under this dsu se%tron at %urrg certrfrcatronb the director o

mi h/ epen ence agency or e State treasurer an [rector of the department of management an
btrd get sfiall be cert1 led onﬂrbef re ecem er 30 of t etax earforthe 1996% ear, and on or before November 1
&;t e fax vear for the 1997 through 2000 tax years. Aﬁuse In‘this subsection ome heaPn cre rtamount means
“ 00 for the 19%tax ye rand for thie 1997t 8%%“ 2000tab %ars the amount certifie h] y the 5ate reasurer
an Irector of the depart ent of management and bldget to be’tne estimated amount of thie credits that would
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have been provided under this section for the tax year if no reduction as provided in this subsection were made for that
tax year.

(20) For tax years after the 1994 tax year, a claimant who claims a credit under this section shall not report the
credit amount on the claimant’s income tax return filed under this act as an offset against the tax imposed by this act,
but shall claim the credit on a separate form prescribed by the department. For tax years after the 1995 tax year, a
credit claimed under this section shall not be allowed unless the claim for the credit is filed with the department on or
before the September 30 immediately following the tax year for which the credit is claimed.

(21) As used in this section:

(a) “Claimant whose heating costs are included in his or her rent” means a claimant whose rent includes the cost of
heat at the time the claim for the credit under this section is filed.

(b) “Enrolled heating fuel provider” means a heating fuel provider that is enrolled with the department of social
services as a heating fuel provider.

(c) “Heating fuel provider” means an individual or entity that provides a claimant with heating fuel or electricity for
heating purposes.

Section 2. (1) Sections 263, 269, and 411 of Act No. 281 of the Public Acts of 1967, being sections 206.263, 206.269,
and 206.411 of the Michigan Compiled Laws, are repealed effective January 1,1996.

(2) Sections 30a, 30b, 30c, and 262 of Act No. 281 of the Public Acts of 1967, being sections 206.30a, 206.30b, 206.30c,
and 206.262 of the Michigan Compiled Laws, are repealed effective January 1, 1997.

Section 3. (1) Sections 264, 274, 439, 440, 471, 475, 506, 512, 522, and 527a of Act No. 281 of the Public Acts of 1967,
as amended by this amendatory act, are retroactive and effective January 1, 1996.

(2) Sections 12, 30, 51a, 110, 255, 256, 260, and 261 of Act No. 281 of the Public Acts of 1967, as amended by this
amendatory act, shall take effect on January 1,1997.

(3) Section 301 of Act No. 281 of the Public Acts of 1967, as amended by this amendatory act, shall take effect
January 17, 1998.

This act is ordered to take immediate effect.

Clerk of the House of Representatives.

Secretary of the Senate.

Approved

Governor.
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