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The bill would amend the City Income Tax Act to increase the personal and dependency
exemptions a taxpayer is allowed to claim against a city income tax; and allow a taxpayer to
claim a partial credit against the tax (similar to that allowed against the State income tax or the
single business tax) for donations to homeless shelters and food banks.

Currently, under the Act, a taxpayer may claim personal and dependency exemptions equal in
number to those the taxpayer is allowed to claim on his or her Federal tax return. Each exemption
is equal to at least $600. The bill provides that, for the 1997 tax year and thereafter, each exemption
would be equal to the amount a taxpayer could claim for a personal exemption against the State
income tax (which is $2,500 per exemption for the 1997 tax year).

The bill provides that for the 1997 tax year and thereafter, a taxpayer could claim a credit against a
city income tax for a donation to a shelter for the homeless, a food bank, a food kitchen, or other
entity whose primary purpose is to provide overnight accommodations or food to indigent persons.
The credit for an individual would be equal to 50% of the amount the taxpayer contributed, up to
$100/$200 for a single/joint return. For a taxpayer other than an individual, the credit could not
exceed the lesser of $5,000 or 10% of the taxpayer’s tax liability for the tax year.

The credit would be nonrefundable, so that a taxpayer could not claim a total credit amount that
reduced the taxpayer’s tax liability to less than zero.

An entity to which a contribution was made, to qualify for a credit under the bill, could request that
the Department of Treasury determine if a contribution to that entity qualified for the credit. The
Department would have to make a determination and respond to a request within 30 days after it
received the request.

MCL 141.631 et al. Legislative Analyst: G. Towne

FISCAL IMPACT

This bill would have an impact on the cities that have an income tax, and also State government,
as explained below and as summarized in the following table.

Impact on Cities with an Income Tax

Personal Exemption Increase. Increasing the personal exemption to the same level as the State
income tax personal exemption ($2,500 in 1997 and $2,800 in 1998) would reduce city income tax
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collections by an estimated $55 million, or approximately 12%, for the 1997 tax year.

Homeless Shelter Contribution Credit. The credit for contributions to homeless shelters and food
banks that cities would have to provide as part of their income tax, would reduce their income tax
revenue by an additional $2.8 million for the 1997 tax year. This credit would be identical to the
current State income tax credit for homeless shelters and food bank contributions, and as a result,
city income tax payers could receive 100% of their contribution, up to $200 for a single filer and $400
for joint filers, because the State credit provides a credit of 50% of their contribution and the city
income tax credit would also provide a credit of 50% of their contribution. As a result it is assumed
that the number of city income tax payers who make contributions to homeless shelters and food
banks would double by instituting a credit against city income taxes.

Impact on State Government.

Homeless Shelter Contribution Credit. Because it is assumed that more city income tax payers
would make contributions to homeless shelters and food banks, due to the 100% credit that would
be available through the combined credits on the State and city income taxes, the cost of the State
credit would increase by an estimated $1.5 million in FY 1997-98.

City Income Tax Credit. The State income tax provides a credit to taxpayers who pay a city income
tax. Under this bill, city income tax liabilities would decline and so the cost of the State city income
tax credit would also decline. Based on the estimated reduction in city income tax payments for the
1997 tax year, it is estimated that the cost of the State city income tax credit would decline by $2.6
million in FY 1997-98.

Estimated Fiscal Impact of S.B. 710
(dollars in millions)

Impact on Cities with Income Tax: 1997
Personal Exemption Increase $(55.1)
Homeless Shelter Credit (2.8)

Total Impact on Cities $(57.9)

Impact on State Government: FY 98
Homeless Shelter Credit $(1.5)
City Income Tax Credit 2.6

Total Impact on State Government $1.1

Fiscal Analyst: J. Wortley
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