HB 5391, As Passed Senate, December 10, 1998

SENATE SUBSTITUTE FOR
HOUSE BILL NO. 5391

A bill to anmend 1964 PA 284, entitled

"City incone tax act,"

by anmendi ng sections 3 and 3c of chapter 1 (MCL 141.503 and

141.503c), section 3 of chapter 1 as anended and section 3c of

chapter 1 as added by 1988 PA 520.

THE PEOPLE OF THE STATE OF MICHIGAN ENACT:

1 CHAPTER 1
2 Sec. 3. (1) The governing body of a city, by a lawfully
3 adopted ordi nance that incorporates by reference the uniformcity
4 inconme tax ordinance set forth in chapter 2, may | evy, assess,
5 and coll ect an excise tax on inconme as provided in the
6 ordi nance. The ordinance shall state the rate of the tax which
7 shall be the rate authorized by 1 of the follow ng:
8 (a) The uniformcity incone tax ordinance under section 11

9 of chapter 2.
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(b) Subsection (2).

(c) Section 3a, 3b, or 3c of this chapter.

(2) —+n— EXCEPT AS OTHERW SE PROVI DED | N SUBSECTI ONS (3),
(4), AND (5), INa city with a population of nore than
—1,-6066,0666— 750, 000, the governing body may | evy and collect a

tax at a rate to be determned fromtinme to tinme, that rate to be
not nore than 2% on corporations —net—rore—than—3% on—+estdent

nagdividuals— AND THE FOLLOW NG MAXI MUM TAX RATES ON RESI DENT
| NDI VI DUALS AND NONRESI DENT | NDI VI DUALS FOR THE FOLLOW NG YEARS:

(A) BEFORE JULY 1, 1999, 3.00% ON RESI DENT | NDI VI DUALS AND
1. 50% ON NONRESI DENT | NDI VI DUALS.

(B) BEG NNI NG JULY 1, 1999 AND EACH JULY 1 AFTER 1999, THE
MAXI MUM TAX RATE UNDER THI S SUBSECTI ON ON RESI DENT | NDI VI DUALS
SHALL BE REDUCED BY 0.1 UNTIL THE RATE ON RESI DENT | NDI VI DUALS | S
2.0% THE TAX RATE | MPOSED ON NONRESI DENT | NDI VI DUALS SHALL BE
50% OF THE TAX RATE | MPOSED ON RESI DENT | NDI VI DUALS EACH YEAR

(3) IF ANY 3 OF THE FOLLON NG CONDI TIONS EXIST IN A CTY
WTH A POPULATI ON OF 750,000 OR MORE, THE CI TY MAY APPLY TO THE
STATE ADM NI STRATI VE BOARD FOR CERTI FI CATI ON THAT THOSE CONDI -
TI ONS EXI ST AND THE MAXI MUM TAX RATE UNDER SUBSECTI ON (2) (B)
SHALL NOT BE FURTHER REDUCED AS PROVI DED | N SUBSECTI ONS (4) AND
(5):

(A) FUNDS HAVE BEEN W THDRAWN FROM THE CI TY' S BUDGET STABI -
LI ZATI ON FUND FOR 2 OR MORE CONSECUTI VE CI TY FI SCAL YEARS OR
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THERE |'S A BALANCE OF ZERO IN THE CI TY' S BUDGET STABI LI ZATI ON
FUND.

(B) THE A TY' S I NCOVE TAX REVENUE GROMH RATE IS 0.95 OR
LESS.

(C THE LOCAL TAX BASE GROMH RATE IS 80% OR LESS OF THE
STATEW DE TAX BASE GROMH RATE.

(D) THE A TY' S UNEMPLOYMENT RATE IS 10% OR H GHER ACCORDI NG
TO THE MOST RECENT STATI STI CS AVAI LABLE FROM THE M CHI GAN JOBS
COW SSI ON.

(4) |'F THE STATE ADM NI STRATI VE BOARD CERTI FI ES W THI N 60
DAYS OF APPLI CATI ON THAT ANY 3 OF THE CONDI TI ONS SET FORTH UNDER
SUBSECTI ON (3) ARE MET, THE MAXI MUM TAX RATE UNDER SUBSECTI ON ( 2)
SHALL NOT BE FURTHER REDUCED FROM THE DATE OF THE STATE ADM NI S-
TRATI VE BOARD S CERTI FI CATI ON UNTIL THE JULY 1 FOLLOW NG THE
EXPI RATI ON OF 1 YEAR AFTER THE STATE ADM NI STRATI VE BOARD S CER-
TI FI CATI ON UNLESS THE CI TY APPLI ES FOR CERTI FI CATI ON THAT THE
CONDI TI ONS CONTI NUE TO EXI ST. BEFORE THE EXPI RATI ON OF THE CER-
TIFI CATION, THE C TY MAY APPLY TO THE STATE ADM NI STRATI VE BQOARD
TO CERTI FY THAT THE CONDI TI ONS CONTI NUE TO EXI ST AND | F THE STATE
ADM NI STRATI VE BOARD SO CERTI FI ES, THE CERTI FI CATI ON MAY CONTI NUE
UNTIL THE JULY 1 FOLLOW NG THE EXPI RATI ON OF 1 YEAR AFTER THE
STATE ADM NI STRATI VE BOARD S CERTI FI CATI ON THAT THE CONDI TI ONS
CONTINUE TO EXIST. THE CITY MAY CONTI NUE TO APPLY FOR CERTI FI CA-
TION UNTIL THE CONDI TI ONS UNDER SUBSECTI ON (3) NO LONGER EXI ST.

(5) NOTW THSTANDI NG ANY OTHER PROVI SION OF THI S SECTION, IF
ON JULY 1 THE MAXI MUM TAX RATE ON RESI DENT | NDI VI DUALS | S REDUCED
UNDER SUBSECTI ON (2) AFTER A YEAR OR YEARS I N WHI CH THE MAXI MUM
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TAX RATE WAS NOT REDUCED BECAUSE OF SUBSECTI ONS (3) AND (4), THE
MAXI MUM TAX RATE ON RESI DENT | NDI VI DUALS SHALL BE THE MAXI MUM TAX
RATE I N EFFECT ON JUNE 30 OF THAT YEAR REDUCED BY 0.1 AND THE
RATE ON NONRESI DENT | NDI VI DUALS SHALL BE 50% OF THE RATE | MPOSED
ON RESI DENT | NDI VI DUALS. ON EACH SUBSEQUENT JULY 1, SUBSECTI ON
(2) APPLIES TO THE MAXI MUM TAX RATES, SUBJECT TO SUBSECTI ONS ( 3)
AND (4).

(6) —3)— The governing body of a city may adopt the uniform
city income tax ordinance with the alternative sections as set
forth in chapter 3 instead of the simlarly nunbered sections as
set forth in chapter 2. The uniformcity inconme tax ordinance
may be |awfully adopted or rescinded by the governing body at any
time. The adoption of an ordinance is effective on and after
January 1 or July 1 follow ng adoption of the ordi nance, as spec-
ified in the ordinance, but an ordinance shall not becone effec-
tive earlier than 45 days after adoption or until approved by the
electors if a referendumpetition is filed as authorized in this
act or a referendumis otherwi se required. The rescission of an
ordi nance shall becone effective on the foll ow ng Decenber 31.
The ordi nance nay be rescinded at any tinme by the governi ng body
in the sanme manner in which it was adopted and with appropriate
enforcenent, collection, and refund provisions with respect to
liabilities incurred prior to the effective date of —+ts— THE
resci ssion OF THE ORDI NANCE. The ordi nance shall not be anended
except as provided by the legislature. A city may anend the
ordi nance to change the tax rate to a rate authorized by this

act .
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(7) —4)— Petitions for a referendum el ection on the
question of adopting an ordi nance adopted by the governi ng body
may be filed with the city clerk not later than the sixth Mnday
foll ow ng the adoption of the ordinance. The petitions shall be
signed by a nunber of registered electors of the city equal to at
| east 10% but not nore than 20% of the registered electors of
the city voting in the |ast general municipal election prior to
t he adoption of the ordinance by the governing body. If proper
petitions are filed, the question of adopting the ordi nance shal
be submtted by the governing body to the city electors at the
next primary or general election or at a special election called
for the purpose, in any case held not |ess than 45 days nor nore
than 90 days after the clerk has reported the filing of the ref-
erendum petition to the city's governing body. The checking of
names on the petitions, the counting, canvassing, and return of
the votes on the question, and other procedures for the el ection
shal | be as provided by |law or charter. Upon a favorable vote of
the city electors, the ordinance shall be effective as specified
in the ordi nance which may be anended by the governi ng body of
the city followng the election to specify July 1 or January 1 as
the effective date of the ordinance, if the effective date origi-
nally specified in the ordinance is considered inpractical or
i nconvenient for any reason. The provisions in this section for
a referendum el ection, and for delaying the effective date of the
ordinance if petitions for a referendumare filed, are not appli-
cable to a city that on January 1, 1964 had in effect a valid

ordi nance | evying and inposing an excise tax |levied on or
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measured by incone. Notw thstanding any other provision of this
act, if an ordinance becones effective on any date other than
January 1, each tax year shall end on Decenber 31, and the provi-

sions of the ordinance based on a full tax year are nodified

accordingly to be applicable to the partial tax year.
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(8) THE CI TY SHALL ANNUALI ZE THE RATES UNDER TH S SECTI ON AS
NECESSARY

(9) AS USED IN THI S SECTI ON

(A) "CONSUMER PRI CE | NDEX" MEANS THE DETRO T CONSUMER PRI CE
| NDEX FOR ALL URBAN CONSUMERS AS DEFI NED AND REPORTED BY THE
UNI TED STATES DEPARTMENT OF LABOR, BUREAU OF LABOR STATI STI CS
AND AS CERTI FI ED BY THE STATE TREASURER

(B) "1 NCOVE TAX REVENUE GROMH RATE" MEANS A NUMBER THE
NUMERATOR OF WHI CH | S THE | NCOME TAX COLLECTI ONS OF THE CI TY FOR
THE CI TY FI SCAL YEAR | MVEDI ATELY PRECEDI NG THE CI TY' S APPLI CATI ON
UNDER SUBSECTI ON (3) AND THE DENOM NATOR OF WHI CH |'S THE PRODUCT
OF THE | NCOVE TAX COLLECTI ONS OF THE CI TY FOR THE CI TY FI SCAL
YEAR | MVEDI ATELY PRECEDI NG THE CI TY FI SCAL YEAR USED TO DETERM NE
THE NUMERATOR MULTI PLI ED BY 1 PLUS THE CORRESPONDI NG PERCENTAGE
CHANGE | N THE AVERAGE CONSUMER PRI CE | NDEX FOR THE CALENDAR YEAR
ENDI NG | N THE CI TY FI SCAL YEAR USED TO DETERM NE THE NUVERATOR.
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(C "LOCAL TAX BASE GROMH RATE" MEANS THE TOTAL TAXABLE
VALUE OF REAL PROPERTY AND PERSONAL PROPERTY IN THE CITY FOR THE
MOST RECENT YEAR FOR WHI CH DATA |'S AVAI LABLE DI VI DED BY THE TOTAL
TAXABLE VALUE OF REAL PROPERTY AND PERSONAL PROPERTY IN THE CITY
FOR THE SECOND YEAR | MMVEDI ATELY PRECEDI NG THE MOST RECENT YEAR
FOR WH CH THE DATA IS AVAI LABLE.

(D) "STATEW DE TAX BASE GROMH RATE" MEANS THE TOTAL TAXABLE
VALUE OF REAL PROPERTY AND PERSONAL PROPERTY IN THE STATE FOR THE
MOST RECENT YEAR FOR WHI CH THE DATA | S AVAI LABLE DI VI DED BY THE
TOTAL TAXABLE VALUE OF REAL PROPERTY AND PERSONAL PROPERTY I N THE
STATE FOR THE SECOND YEAR | MVEDI ATELY PRECEDI NG THE MOST RECENT
YEAR FOR WHI CH THE DATA | S AVAI LABLE.

Sec. 3c. Acity that levied the tax authorized by this act
bef or e —the—effecttvedate—of—thts—seet+on— MARCH 30, 1989 may
amend the ordinance to increase the rate to an annual tax of not
nore than 1-1/2% on corporations and resident individuals and not
nore than 3/4% on nonresident individuals, but not nore than 1/2
of the tax rate inposed on resident individuals. An anendnent to
the city income tax ordi nance under this section is not effective
unl ess the anmendnent is approved by a majority of the qualified
el ectors voting on the question. Before Novenber 10, 1989, an
amendnent under this section shall not be placed before the
voters for approval nore than once in any 12-nonth period. This
section applies only to a city with a popul ation of nore than
140, 000 and | ess than —1-666,666— 750,000 or a city wth a popu-
| ation of nore than 65,000 and | ess than 100,000 in a county with
a popul ation | ess than 300, 000.
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1 Enacting section 1.
2 effect unless House Bill

3 enacted into | aw.
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Thi s anmendatory act does not take
No. 5989 of the 89th Legislature is
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