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HOUSE BILL No. 4099

January 28, 1997, Introduced by Rep. Curtis and referred to the Committee on Tax Policy.

A bill to anmend 1967 PA 281, entitled
"I nconme tax act of 1967,"
by anendi ng section 30 (MCL 206.30), as anended by 1995 PA 230;
and to repeal acts and parts of acts.
THE PEOPLE OF THE STATE OF MICHIGAN ENACT:

Sec. 30. (1) "Taxable inconme" neans, for a person other
than a corporation, estate, or trust, adjusted gross incone as
defined in the internal revenue code subject to the foll ow ng
adj ust nent s:

(a) Add gross interest inconme and dividends derived from
obligations or securities of states other than M chigan, in the
sanme anmount that has been excluded from adjusted gross incone
| ess rel ated expenses not deducted in conputing adjusted gross
i ncone because of section 265(a)(1l) of the internal revenue
code.
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(b) Add taxes on or neasured by inconme to the extent the
t axes have been deducted in arriving at adjusted gross incone.

(c) Add | osses on the sale or exchange of obligations of the
United States governnent, the inconme of which this state is pro-
hi bited fromsubjecting to a net incone tax, to the extent that
the | oss has been deducted in arriving at adjusted gross incone.

(d) Deduct, to the extent included in adjusted gross incone,
i ncone derived fromobligations, or the sale or exchange of obli-
gations, of the United States governnent that this state is pro-
hibited by aw from subjecting to a net incone tax, reduced by
any interest on indebtedness incurred in carrying the obligations
and by any expenses incurred in the production of that inconme to
the extent that the expenses, including anortizable bond prem -
uns, were deducted in arriving at adjusted gross incone.

(e) Deduct, to the extent included in adjusted gross incone,
conpensation, including retirenent benefits, received for serv-
ices in the arned forces of the United States.

(f) Deduct the followng to the extent included in adjusted
gr oss i ncone:

(1) Retirenent or pension benefits received froma federal
public retirement systemor froma public retirement system of or
created by this state or a political subdivision of this state.

(11) Retirement or pension benefits received froma public
retirement systemof or created by another state or any of its
political subdivisions if the incone tax |laws of the other state
permt a simlar deduction or exenption or a reciprocal deduction

or exenption of a retirenment or pension benefit received froma
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public retirement systemof or created by this state or any of
the political subdivisions of this state.

(11m) Social security benefits as defined in section 86 of
the internal revenue code.

(1v) Before Cctober 1, 1994, retirenment or pension benefits
fromany other retirenent or pension systemas foll ows:

(A) For a single return, the sumof not nore than
$7, 500. 00.

(B) For a joint return, the sumof not nore than
$10, 000. 00.

(v) After Septenber 30, 1994, retirenent or pension benefits
not deducti bl e under subparagraph (1) or subdivision (e) from any
other retirenment or pension systemor benefits froma retirenent
annuity policy in which paynents are made for life to a senior
citizen, to a maxi rum of —the—afeunts—provided—+or—+n——sectton
36a— $30, 000. 00 FOR A SI NGLE RETURN AND $60, 000. 00 FOR A JO NT
RETURN. The maxi mum anmounts al | owed under this subparagraph
shal | be reduced by the anount of the deduction for retirenment or
pensi on benefits cl ai med under subparagraph (1) or subdivision
(e) and for tax years after the 1996 tax year by the amount of a
deduction clai nmed under subdivision (r). For the 1995 tax year
and each tax year after 1995, the maxi num anounts all owed under
t hi s subparagraph shall be adjusted by the percentage increase in
the Detroit consuner price index for the i medi ately preceding
cal endar year. The departnent shall annualize the anobunts pro-
vided in this subparagraph and subparagraph (i1v) as necessary for
tax years that end after Septenber 30, 1994. As used in this
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subpar agraph, "senior citizen" neans that termas defined in
section 514.

(vi) The ampunt determned to be the section 22 anount eli -
gible for the elderly and permanently and totally disabled credit
provided in section 22 of the internal revenue code.

(g) Adjustnments resulting fromthe application of section
271.

(h) Adjustnments with respect to estate and trust incone as
provided in section 36.

(1) Adjustnents resulting fromthe allocation and apportion-
ment provisions of chapter 3.

(j) Deduct political contributions as described in section 4
of the M chigan canpai gn finance act, —Aet—No—388—ofthePublie

taws— 1976 PA 388, MCL 169. 204, or section 301 of title Il of
the federal election canpaign act of 1971, Public Law 92-225, 2
U S.C. 431, not in excess of $50.00 per annum or $100.00 per
annum for a joint return.

(k) Deduct, to the extent included in adjusted gross incone,
wages not deducti bl e under section 280C of the internal revenue
code.

(1) Deduct the foll ow ng paynents nade by the taxpayer in
the tax year:

(1) The ampbunt of paynent made under an advance tuition pay-

ment contract as provided in the M chigan education trust act,

—Act—No—316—of—the PubleActs—of 1986,—being—seect+ons—396142%
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t0—3901444of theMehigan—Conptted—taws— 1986 PA 316, MCL
390. 1421 TO 390. 1444.

(11) The amount of paynent nade under a contract with a pri-
vate sector investnment manager that neets all of the follow ng
criteria:

(A) The contract is certified and approved by the board of
directors of the Mchigan education trust to provide equival ent
benefits and rights to purchasers and beneficiaries as an advance
tuition paynent contract as described in subparagraph (1).

(B) The contract applies only for a state institution of
hi gher education as defined in the M chigan education trust act,
—Aet—No—316—of —thePubtiec—-Aets—of—1986— 1986 PA 316, MCL
390. 1421 TO 390. 1444, or a community or junior college in
M chi gan.

(© The contract provides for enrollnent by the contract's
qualified beneficiary in not less than 4 years after the date on
whi ch the contract is entered into.

(D) The contract is entered into after either of the
fol | ow ng:

(I') The purchaser has had his or her offer to enter into an
advance tuition paynent contract rejected by the board of direc-
tors of the Mchigan education trust, if the board determ nes
that the trust cannot accept an unlimted nunber of enrollees
upon an actuarially sound basis.

(I'l) The board of directors of the M chigan education trust
determ nes that the trust can accept an unlimted nunber of

enrol | ees upon an actuarially sound basis.
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(m If an advance tuition paynent contract under the
M chi gan education trust act, —Aet—No—31t6—ofthePublie-Aets—of
1+986— 1986 PA 316, MCL 390. 1421 TO 390. 1444, or another contract
for which the paynent was deducti bl e under subdivision (I) is
term nated and the qualified beneficiary under that contract does
not attend a university, college, junior or comunity college, or
other institution of higher education, add the anmount of a refund
recei ved by the taxpayer as a result of that termnation or the
anount of the deduction taken under subdivision (1) for paynent
made under that contract, whichever is |ess.

(n) Deduct fromthe taxable inconme of a purchaser the anount
i ncluded as incone to the purchaser under the internal revenue
code after the advance tuition paynent contract entered into
under the M chigan education trust act, —Act—No—316—of—the
Pubte—Aets—of—1986— 1986 PA 316, MCL 390. 1421 TO 390. 1444, is
term nat ed because the qualified beneficiary attends an institu-
tion of postsecondary education other than either a state insti-
tution of higher education or an institution of postsecondary
education |located outside this state with which a state institu-
tion of higher education has reciprocity.

(o) Add, to the extent deducted in determ ning adjusted
gross incone, the net operating | oss deduction under section 172
of the internal revenue code.

(p) Deduct a net operating | oss deduction for the taxable
year as —defi+ned—+n— DETERM NED UNDER section 172 of the inter-
nal revenue code subject to the nodifications under

section 172(b)(2) of the internal revenue code and subject to the
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al l ocati on and apportionnment provisions of chapter 3 of this act
for the taxable year in which the | oss was incurred.

(q) For a tax year beginning after 1986, deduct, to the
extent included in adjusted gross incone, benefits froma dis-
crimnatory self-insurance nedi cal expense rei nbursenent plan.

(r) After Septenber 30, 1994 and before the 1997 tax year, a
taxpayer who is a senior citizen may deduct, to the extent
i ncluded in adjusted gross incone, interest and dividends
received in the tax year not to exceed $1,000.00 for a single
return or $2,000.00 for a joint return. However, for tax years
before the 1997 tax year, the deduction under this subdivision
shall not be taken if the taxpayer takes a deduction for retire-
ment benefits under subdivision (e) or a deduction under
subdivision (f)(1), (11), (iv), or (v). For tax years after the
1996 tax year, a taxpayer who is a senior citizen may deduct to
the extent included in adjusted gross inconme, interest, divi-
dends, and capital gains received in the tax year not to exceed
$3,500.00 for a single return and $7,000.00 for a joint return
for the 1997 tax year, and —the—amrounts—determned—under
seett+oen—30e— $7,500. 00 FOR A SINGLE RETURN AND $15, 000. 00 FOR A
JO NT RETURN for tax years after the 1997 tax year. For tax
years after the 1996 tax year, the maxi num anmounts all owed under
this subdivision shall be reduced by the anmount of a deduction
clainmed for retirenent benefits under subdivision (e) or a deduc-
tion claimed under subdivision (f)(1), (mi), (mv), or (v). For
the 1995 tax year, for the 1996 tax year, and for each tax year

after the 1998 tax year, the maxi mum anounts allowed under this
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subdi vi sion shall be adjusted by the percentage increase in the
Detroit consunmer price index for the imedi ately precedi ng cal en-
dar year. The departnent shall annualize the anpbunts provided in
this subdivision as necessary for tax years that end after
Septenber 30, 1994. As used in this subdivision, "senior
citizen" means that termas defined in section 514.

(S) DEDUCT, TO THE EXTENT | NCLUDED I N ADJUSTED GROSS | NCOVE,
UNEMPLOYMENT BENEFI TS TAXABLE UNDER SECTI ON 85 OF THE | NTERNAL
REVENUE CODE | NCLUDI NG BUT NOT LIM TED TO BENEFI TS PAI D UNDER ALL
OF THE FOLLOW NG

(1) THE M CH GAN EMPLOYMENT SECURI TY ACT, 1936 (EX SESS) PA
1, MCL 421.1 TO 421.75.

(11) THE UNEMPLOYMENT TRUST FUND ESTABLI SHED I N SECTI ON 904
OF TITLE I X OF THE SOCI AL SECURI TY ACT, CHAPTER 531, 49
STAT. 620, 42 U.S. C. 1104.

(mim) TITLE 45 OF THE UNI TED STATES CODE

(1v) THE TRADE ACT OF 1974, PUBLIC LAW 93-618, 88 STAT.
1978.

(v) THE FORMER Al RLI NE DEREGULATI ON ACT OF 1978, PUBLIC LAW
95-504.

(vi) THE DI SASTER RELI EF ACT OF 1974, PUBLIC LAW 93-288, 88
STAT. 143.

(vir) DI SABILITY PAYMENTS FROM A GOVERNVENT PROGRAM PAI D AS
A SUBSTI TUTE FOR UNEMPLOYMENT COMPENSATI ON BUT NOT | NCLUDI NG
AMOUNTS RECEI VED AS WORKER S COVPENSATI ON FOR | NJURI ES OR
| LLNESS.
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(2) The follow ng personal exenptions nultiplied by the
nunber of personal or dependency exenptions all owable on the
taxpayer's federal incone tax return pursuant to the interna

revenue code shall be subtracted fromtaxabl e i ncone:

(a) For a tax year beginning during 1987......... $1, 600. 00.
(b) For a tax year beginning during 1988......... $1, 800. 00.
(c) For a tax year beginning during 1989......... $2, 000. 00.

(d) For a tax year beginning after 1989 and before
100S. e $2, 100. 00.

(e) For a tax year beginning during 1995 or 1996 $2, 400. 00.

(f) Except as otherw se provided in —seet+on—36b—
SUBSECTION (7), for a tax year beginning after 1996... $2,500. 00.

(3) A single additional exenption 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 begi nning during 1989, and
$900.00 for a tax year beginning after 1989 is allowed in each of
the foll ow ng circunstances:

(a) The taxpayer is a paraplegic, a quadriplegic, a hem ple-
gic, a person who is blind as defined in section 504, or a
totally and permanently di sabl ed 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—thePubtie

: e . . . oy ki e

Eaws— 1982 PA 204, MCL 393. 502.

(c) The taxpayer is 65 years of age or ol der.
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(d) The return includes unenpl oynent conpensation that
anmounts to 50% or nore of adjusted gross incone.

(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 all owabl e federal exenption
for purposes of subsection (2), but may deduct $500.00 fromtax-
able 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 exenption or deduction allowed under subsection
(2), (3), or (4) that the taxpayer's portion of adjusted gross
i ncome from M chi gan sources bears to the taxpayer's total
adj usted gross incone.

(6) For a tax year beginning after 1987, in cal cul ating tax-
abl e income, a taxpayer shall not subtract from adjusted gross
i ncone the amount of prizes won by the taxpayer under the
McCaul ey- Tr ax| er - Law- Bowman- McNeel y | ottery act, —Aet—No—239——of
the—PubHtAets—of 1972 —betnrg—sSecttons 4321+ to 4324+ of the
M-ehi-gan—Compited—taws— 1972 PA 239, MCL 432.1 TO 432. 47.

(7) FOR EACH TAX YEAR AFTER THE 1997 TAX YEAR, THE PERSONAL
EXEMPTI ON ALLOVNED UNDER SUBSECTI ON (2) SHALL BE ADJUSTED BY
MULTI PLYI NG THE EXEMPTI ON FOR THE TAX YEAR BEG NNI NG I N 1997 BY A
FRACTI ON, THE NUVERATOR OF WHICH I S THE UNI TED STATES CONSUVMER
PRI CE | NDEX FOR THE STATE FI SCAL YEAR ENDI NG | N THE TAX YEAR FOR
VWH CH THE ADJUSTMENT | S BEI NG MADE AND THE DENOM NATOR OF WHI CH
| S THE UNI TED STATES CONSUMER PRI CE | NDEX FOR THE 1996- 97 STATE
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FI SCAL YEAR. THE RESULTANT PRODUCT SHALL BE ROUNDED TO THE
NEAREST $100. 00 | NCREMENT WHI CH SHALL BE THE PERSONAL EXEMPTI ON
FOR THE TAX YEAR. AS USED IN THI'S SECTI ON, "UN TED STATES CON-
SUMER PRI CE | NDEX" MEANS THE UNI TED STATES 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.

Enacting section 1. Sections 30a, 30b, and 30c of the
income tax act of 1967, 1967 PA 281, MCL 206. 30a, 206.30b, and
206. 30c, are repealed effective January 1, 1997.

Enacting section 2. This anendatory act is effective
January 1, 1997.
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