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HB 4745, As Passed Senate, June 10, 1999

SENATE SUBSTITUTE FOR
HOUSE BILL NO. 4745

A bill to amend 1975 PA 228, entitled
"Singl e business tax act,"
by anmendi ng sections 3, 4, 5, 23, 23b, 31, 45a, 46, 49, 51, 71
77, and 78 (MCL 208.3, 208.4, 208.5, 208.23, 208.23b, 208. 31,

208. 45a, 208.46, 208.49, 208.51, 208.71, 208.77, and 208.78),
section 4 as anended by 1995 PA 285, section 5 as anmended by 1987
PA 253, sections 23 and 23b as anended by 1998 PA 504, section 31
as anmended by 1994 PA 247, section 45a as added by 1995 PA 282,
and section 71 as anended by 1984 PA 281, and by adding sections
19, 35a, and 54; and to repeal acts and parts of acts.

THE PEOPLE OF THE STATE OF MICHIGAN ENACT:

Sec. 3. (1) "Affiliated group” neans 2 or nore UNI TED
STATES corporations, 1 of which owms or controls, directly or
indirectly, 80%or nore of the capital stock with voting rights
of the other UNI TED STATES corporation or UNI TED STATES
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HB 4745, As Passed Senate, June 10, 1999

House Bill No. 4745 2

corporations. AS USED IN THI S SUBSECTI ON, "UNI TED STATES
CORPORATI ON' MEANS A DOVESTI C CORPORATI ON AS THOSE TERMS ARE
DEFI NED | N SECTI ON 7701(a)(3) AND (4) OF THE | NTERNAL REVENUE
CODE

(2) "Business activity" means a transfer of legal or equita-
ble title to or rental of property, whether real, personal, or
m xed, tangible or intangible, or the performance of services, or
a conbi nation thereof, nmade or engaged in, or caused to be made
or engaged in, within this state, whether in intrastate, inter-
state, or foreign commerce, with the object of gain, benefit, or
advant age, whether direct or indirect, to the taxpayer or to
ot hers, but shall not include the services rendered by an
enpl oyee to his enployer, services as a director of a corpora-
tion, or a casual transaction. Although an activity of a tax-
payer may be incidental to another or other of his business
activities, each activity shall be considered to be business
engaged in within the neaning of this act.

(3) "Business incone" neans federal taxable inconme, except
that for a person other than a corporation it neans that part of
federal taxable inconme derived from business activity. For a
partnershi p, business incone includes paynents and itens of
i ncome and expense which are attributable to business activity of
the partnership and separately reported to the partners.

Sec. 4. (1) "Casual transaction" neans a transaction nmade
or engaged in other than in the ordinary course of repeated and
successive transactions of a like character, except that a

transacti on made or engaged in by a person that is incidental to
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HB 4745, As Passed Senate, June 10, 1999
House Bill No. 4745 3

that person's regul ar business activity is a business activity
wi thin the neaning of this act.

(2) "Conmm ssioner"” means the state comm ssioner of revenue.

(3) Except as otherwi se provided in this section,
"conpensation" neans all wages, salaries, fees, bonuses, comm s-
sions, or other paynents nade in the taxable year on behal f of or
for the benefit of enployees, officers, or directors of the
t axpayers. —ant— COMPENSATI ON | NCLUDES, BUT IS NOT LIM TED TGO
PAYMENTS THAT ARE subject to or specifically exenpt OR EXCEPTED
fromw t hhol di ng under —chapter—24,— sections 3401 to 3406 of the
i nternal revenue code. Conpensation ALSO includes, on a cash or
accrual basis consistent with the taxpayer's nethod of accounting
for federal inconme tax purposes, paynents to state and federal
unenpl oynment conpensation funds, paynents under the federa
i nsurance contribution act and simlar social insurance prograns,
paynments, including self-insurance, for worker's conpensation
i nsurance, paynments to individuals not currently working, pay-
ments to dependents and heirs of individuals because of current
or former |abor services rendered by those individuals, paynents
to a pension, retirenent, or profit sharing plan, and paynents
for insurance for which enpl oyees are the beneficiaries, includ-
i ng paynents under health and wel fare and noni nsured benefit
pl ans and paynents of fees for the adm nistration of health and
wel fare and noni nsured benefit plans. Conpensation does not

i nclude any of the follow ng:
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© 00 N o 0o b~ W DN P

N N NN NNDNRRRRRR R R R R
o 00~ WON P O © 0N O O W N P O

HB 4745, As Passed Senate, June 10, 1999

House Bill No. 4745 4

(a) Discounts on the price of the taxpayer's nerchandi se or
services sold to the taxpayer's enpl oyees, officers, or directors
that are not avail able to other custoners.

(b) Paynents to an independent contractor.

(c) For tax years beginning after Decenber 31, 1994, pay-
ments to state and federal unenpl oynent conpensation funds.

(d) For tax years beginning after Decenber 31, 1994, the
enpl oyer's portion of paynents under the federal insurance
—eontr+but+oen— CONTRI BUTI ONS act, CHAPTER 21 OF SUBTI TLE C OF THE

| NTERNAL REVENUE CODE, 26 U.S.C. 3101 TO 3128, the railroad
retirement tax act, chapter 22 of —t+tte26—ofthe UnttedStates
Code— SUBTI TLE C OF THE | NTERNAL REVENUE CODE, 26 U.S.C. 3201 to
3233, and simlar social insurance prograns.

(e) For tax years beginning after Decenber 31, 1994, pay-
ments, including self-insurance paynents, for worker's conpensa-
tion insurance or federal —enmptoyers— EMPLOYERS liability act
i nsurance pursuant to chapter 149, 35 Stat. 65, 45 U.S.C. 51 to
60.

(4) "Departnment" nmeans the revenue —¢iviston— BUREAU of the
departnment of treasury.

Sec. 5. (1) "Enployee" neans an enpl oyee as defined in sec-
tion 3401(c) of the internal revenue code. A person from whom an
enployer is required to wthhold for federal incone tax purposes
shall prima facie be deened an enpl oyee.

(2) "Enployer" means an enpl oyer as defined in section

3401(d) of the internal revenue code. A person required to
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HB 4745, As Passed Senate, June 10, 1999
House Bill No. 4745 5

wi thhold for federal income tax purposes shall prima facie be
deened an enpl oyer

(3) "Federal taxable incone" neans taxable inconme as defined
in section 63 of the internal revenue code.

(4) "Internal revenue code" neans the United States internal
revenue code of 1986 ——as—anended,—and— in effect on January 1,
—39874— 1999 OR, AT THE OPTI ON OF THE TAXPAYER, | N EFFECT FOR THE
TAX YEAR.

SEC. 19. (1) FOR TAX YEARS THAT BEG N ON OR AFTER JANUARY
1, 2000, EXCEPT FOR A TAXPAYER THAT CALCULATES TAX BASE UNDER
SECTI ON 22A, THE TAX BASE OF A FOREI GN PERSON | NCLUDES THE SUM OF
BUSI NESS | NCOVE AND THE ADJUSTMENTS UNDER SECTI ON 9 THAT ARE
RELATED TO UNI TED STATES BUSI NESS ACTIVITY, WHETHER OR NOT THE
FOREI GN PERSON IS SUBJECT TO TAXATI ON UNDER THE | NTERNAL REVENUE
CODE

(2) A FOREI GN PERSON SHALL CALCULATE BUSI NESS | NCOVE UNDER
THI S SECTI ON.

(3) A FOREI GN PERSON SHALL CALCULATE COMPENSATI ON BY REPORT-
| NG TOTAL COMPENSATI ON PAI D TO EMPLOYEES, OFFI CERS, AND DI RECTORS
OF THE FOREI GN PERSON FOR SERVI CES PERFORMED IN THE UNI TED
STATES.

(4) EXCEPT AS OTHERW SE PROVIDED IN THI'S SECTI QN, THE TAX
BASE OF A FOREI GN PERSON | S SUBJECT TO ALL ADJUSTMENTS AND OTHER
PROVI SI ONS OF THI S ACT.

(5) AS USED IN TH S SECTI ON

(A) "BUSI NESS | NCOVE" MEANS, FOR A FOREI GN PERSQON, GROSS
| NCOVE ATTRI BUTABLE TO THE TAXPAYER S UNI TED STATES BUSI NESS

03636' 99 (S-3)
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House Bill No. 4745 as anended June 10, 1999 6
ACTIVITY AND GROSS | NCOVE DERI VED FROM SOURCES W THIN THE UNI TED
STATES M NUS THE DEDUCTI ONS ALLOWED UNDER THE | NTERNAL REVENUE
CODE THAT ARE RELATED TO THAT GROSS | NCOVE. GROSS | NCOVE

| NCLUDES THE PROCEEDS FROM SALES SHI PPED OR DELI VERED TO ANY PUR-
CHASER W THI N THE UNI TED STATES AND FOR WHI CH Tl TLE TRANSFERS

W TH N THE UNI TED STATES; PROCEEDS FROM SERVI CES PERFORMED W THI N
THE UNI TED STATES; AND A PRO RATA PROPORTI ON OF THE PROCEEDS FROM
SERVI CES PERFORMED BOTH | NSI DE AND QUTSI DE THE UNI TED STATES,
BASED ON COST OF PERFORMANCE.

(B) " COVPENSATI ON' MEANS, FOR A FOREI GN PERSON, THE DAILY
COVPENSATI ON PAI D TO EACH EMPLOYEE, OFFI CER, AND DI RECTOR OF THE
FOREI GN PERSON MULTI PLI ED BY THE NUMBER OF DAYS THAT THE EMPLOY-
EE, OFFI CER, OR DI RECTOR HAS PHYSI CAL CONTACT W TH THE UNI TED
STATES I N THE TAX YEAR  PHYSI CAL CONTACT W TH THE UNI TED STATES
FOR PART OF A DAY EQUALS 1 DAY.

(C) "UNI TED STATES PERSON' MEANS THAT TERM AS DEFI NED | N
SECTI ON 7701(a) (30) OF THE | NTERNAL REVENUE CODE

(6) AS USED IN THI S SECTI ON AND SECTI ONS 46, 49, AND 51,

" FOREI GN PERSON' MEANS EI THER OF THE FOLLOW NG:

(A) AN | NDI VIDUAL WHO I'S NOT A UNI TED STATES RESI DENT,
WHETHER OR NOT THE | NDI VI DUAL | S SUBJECT TO TAXATI ON UNDER THE
| NTERNAL REVENUE CODE

(B) A PERSON FORMVED UNDER THE LAWS OF A FOREI GN COUNTRY OR A
POLI TI CAL SUBDI VI SI ON OF A FOREI GN COUNTRY, WHETHER OR NOT THE
PERSON | S SUBJECT TO TAXATI ON UNDER THE | NTERNAL REVENUE CODE.
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Sec. 23. After allocation as provided in section 40 or
apportionnment as provided in section 41, the tax base shall be
adj usted by the foll ow ng:

(a) For a tax year ending before March 31, 1991 for which
subdivision (c) is not in effect, deduct the cost, including fab-
rication and installation, paid or accrued in the taxable year of
tangi bl e assets of a type that are, or under the internal revenue
code wll becone, eligible for depreciation, anortization, or
accel erated capital cost recovery for federal incone tax purposes

excl uding costs of assets that are defined in section 1250 of the
i nternal revenue code. However, for tangible assets that are
subject to a | ease back agreenent under the fornmer provisions of
section 168(f)(8) of the internal revenue code as that section
provi ded i medi ately before the tax reformact of 1986, Public
Law 99-514, becane effective or to a | ease back of property to
whi ch the anendnents made by the tax reformact of 1986 do not
apply as provided in section 204 of the tax reformact of 1986,

t he deduction shall be allowed only to the | essee or subl essee
under the 168(f)(8) agreenent. This deduction shall be multi-
plied by a fraction, the nunerator of which is the payroll factor
plus the property factor and the denom nator of which is 2.

(b) For a tax year ending before March 31, 1991 for which
subdivision (c) is not in effect, deduct the cost including fab-
rication and installation, excluding the cost deducted under sub-
division (a) paid or accrued in the taxable year of tangible
assets of a type that are, or under the internal revenue code

wi |l becone eligible for depreciation, anortization, or
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HB 4745, As Passed Senate, June 10, 1999
House Bill No. 4745 8

accel erated capital cost recovery for federal incone tax
pur poses, provided that the assets are physically located in
M chi gan.

(c) For a tax year beginning after Septenber 30, 1989 but
before January 1, 1997 and for tax years beginning after
Decenber 31, 1996 AND BEFORE JANUARY 1, 2000 as provided in
subdi vi sion (h), deduct the cost, including fabrication and
installation, paid or accrued in the taxable year of tangible
assets of a type that are, or under the internal revenue code
wi |l becone, eligible for depreciation, anortization, or acceler-
ated capital cost recovery for federal incone tax purposes. This
deduction shall be multiplied by the apportionnment factor for the
taxabl e year as defined in chapter 3. This subdivision does not
apply to a taxpayer's first tax year ending after Septenber 29,
1991.

(d) For a taxpayer's first tax year ending after Septenber
29, 1991, the adjustnment provided by this section shall be cal cu-
| ated by conputing the sumof the product of the cost, including
fabrication and installation, paid or accrued in the inmediately
precedi ng tax year of tangi ble assets of a type that are, or
under the internal revenue code will becone, eligible for depre-
ciation, anortization, or accelerated capital cost recovery for
federal income tax purposes nultiplied by the apportionnent
factor as defined in chapter 3 for that inmmediately preceding tax
year, plus the product of the cost, including fabrication and
installation, paid or accrued in the taxpayer's first tax year

endi ng after Septenmber 29, 1991 of tangi ble assets of a type that
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HB 4745, As Passed Senate, June 10, 1999
House Bill No. 4745 9

are, or under the internal revenue code wll becone, eligible for
depreciation, anortization, or accelerated capital cost recovery
for federal income tax purposes nultiplied by the apportionnent
factor as defined in chapter 3 for that tax year, and reducing
that sum by the adjustnment for the cost, including fabrication
and installation, paid or accrued in the imedi ately precedi ng
tax year of tangible assets of a type that were, or under the
internal revenue code will becone, eligible for depreciation,
anortization, or accelerated capital cost recovery for federal
i ncone tax purposes clainmed by the taxpayer or allowed to the
t axpayer under this act in the inmediately preceding tax year.
| f the adjustnent cal culated pursuant to this subdivision is a
positive anount, it shall be deducted fromthe tax base after
all ocation or apportionnent, and if the adjustnent cal cul ated
pursuant to this subdivision is a negative amount, it shall,
w thout reference to the negative sign, be added to the tax base
after allocation and apportionnment. |f any portion of this sub-
division is determned to be invalid pursuant to a final appel-
| ate court decision, this subdivision shall be severed fromthis
section.

(e) Except as provided in subdivisions (g),(h), and (i), for
a tax year beginning after Decenber 31, 1996 AND BEFORE JANUARY
1, 2000, deduct the cost, including fabrication and installation,
paid or accrued in the taxable year of tangible assets of a type
that are, or under the internal revenue code will becone, eligi-
ble for depreciation, anortization, or accelerated capital cost

recovery for federal incone tax purposes, provided that the
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HB 4745, As Passed Senate, June 10, 1999

House Bill No. 4745 10
assets are physically located in this state for use in a business
activity in this state and are not nobile tangi ble assets. This
deduction shall be multiplied by the apportionnment factor for the
tax year as prescribed in chapter 3.

(f) Except as provided in subdivision (h) and if subdivision
(e) is in effect, for a tax year beginning after Decenber 31,
1996 AND BEFORE JANUARY 1, 2000, deduct the cost, including fab-
rication and installation, paid or accrued in the taxable year of
nmobi | e tangi bl e assets of a type that are, or under the internal

revenue code will becone, eligible for depreciation, anortiza-
tion, or accelerated capital cost recovery for federal incone tax
pur poses. This deduction shall be multiplied by the apportion-
ment factor for the tax year as prescribed in chapter 3. As used
in this section and section 23b, "nobile tangi ble assets" neans
all of the follow ng:

(1) Motor vehicles that have a gross vehicle weight rating
of 10,000 pounds or nore and are used to transport persons for
conpensati on or property.

(11) Rolling stock, aircraft, and watercraft used by the
owner to transport persons or property for conpensation or used
by the owner to transport the owner's property for sale, rental,
or further processing.

(m1m) Equi prent used directly in conpletion of or in con-
struction contracts for the construction, alteration, repair, or
i nprovenent of property.

(g) Except as provided in subdivision (h) and if subdivision

(e) is in effect, for tangi ble assets, other than nobile tangible

03636' 99 (S-3)



© 00 N o 0o b~ W DN P

NN N NDNNNNRRRRRR R R R R
N o o b~ WN PP O O 00N o0 hd DN PO

HB 4745, As Passed Senate, June 10, 1999
House Bill No. 4745 11

assets, purchased or acquired for use outside of this state in a
tax year beginning after Decenber 31, 1996 AND BEFORE JANUARY 1,
2000 and physically located in this state after the assets are
purchased or acquired for use in a business activity, deduct the
federal basis used for determning gain or |oss as of the date
the tangi bl e assets were physically located in this state for use
in a business activity plus the cost of fabrication and install a-
tion of the tangible assets in this state. This deduction shal
be multiplied by the apportionnment factor for the tax year as
prescribed in chapter 3.

(h) For tax years beginning after Decenber 31, 1996 AND
BEFORE JANUARY 1, 2000 and if subdivision (e) is in effect, sub-
divisions (e), (f), and (g) do not apply and subdivision (c) does
apply to a taxpayer that neets all of the following criteri a:

(1) The taxpayer has its headquarters in this state.

(11) The taxpayer's date of incorporation, as filed with the
corporate division of the corporation, securities, and | and
devel opnent bureau of the departnent of consunmer and industry
services, is on or before January 9, 1996.

(11m) The taxpayer's sales at retail of prescriptions are
nmore than 2% and | ess than 10% of the taxpayer's total sales at
retail.

(1v) The taxpayer sells at retail all of the foll ow ng and,
for tax years that begin before January 1, 1998, nore than 50%
or, for tax years that begin on and after January 1, 1998, nore
than 20% of the taxpayer's total sales is conprised of the retai

sal es of the follow ng:
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(A) Fresh, frozen, or processed food, food products, or
consunabl e necessiti es.

(B) Househol d products.

(C) Prescriptions.

(D) Health and beauty care products.

(E) Cosneti cs.

(F) Pet products.

(G Carbonated beverages.

(H Beer, wne, or liquor.

(i) For a tax year beginning after Decenber 31, 1996 AND
BEFORE JANUARY 1, 2000 if subdivision (e) is not in effect,
deduct the cost, including fabrication and installation, paid or
accrued in the taxable year of tangi ble assets of a type that
are, or under the internal revenue code wll becone, eligible for
depreciation, anortization, or accelerated capital cost recovery
for federal inconme tax purposes. This deduction shall be multi-
plied by the apportionment factor for the tax year as prescribed
in chapter 3.

Sec. 23b. After allocation as provided in section 40 or
apportionnment as provided in section 41, the tax base shall be
adj usted by the foll ow ng:

(a) If the cost of an asset was paid or accrued in a tax
year endi ng before March 31, 1991 for which a deduction under
section 23(c) is not in effect, add the gross proceeds or benefit
derived fromthe sale or other disposition of the tangi ble assets
described in section 23(a) mnus the gain and plus the |l oss from

the sale reflected in federal taxable income and m nus the gain
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fromthe sale or other disposition added to the tax base in
section 9(6). This addition shall be nultiplied by a fraction,
the nunerator of which is the payroll factor plus the property
factor and the denom nator of which is 2. As used in this subdi-
vision, "sale or other disposition" does not include the transfer
of tangible assets that are | eased back to the transferor under
the former provisions of section 168(f)(8) of the internal reve-
nue code as that section provided i mediately before the tax
reformact of 1986, Public Law 99-514, becane effective or to a

| ease back of property to which the anendnents nmade by the tax
reformact of 1986 do not apply as provided in section 204 of the
tax reformact of 1986.

(b) I'f the cost of an asset was paid or accrued in a tax
year endi ng before March 31, 1991 for which a deduction under
section 23(c) is not in effect, add the gross proceeds or benefit
derived fromthe sale or other disposition of the tangi ble assets
described in section 23(b) for a tax year begi nning before
January 1, 1991 mnus the gain, nultiplied by the apportionnent
factor for the taxable year as prescribed in chapter 3, and plus
the loss, multiplied by the apportionnment factor as prescribed in
chapter 3, fromthe sale or other disposition reflected in fed-
eral taxable inconme and mnus the gain fromthe sale or other
di sposition added to the tax base in section 9(6).

(c) If the cost of an asset was paid or accrued in a tax
year begi nning after Septenber 30, 1989 but before January 1,
1997 or paid or accrued in a tax year beginning after
Decenber 31, 1996 AND BEFORE JANUARY 1, 2000 as provided in

03636' 99 (S-3)
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subdi vision (f), add the gross proceeds or benefit derived from
the sale or other disposition of the tangible assets described in
section 23(c) mnus the gain and plus the loss fromthe sale
reflected in federal taxable income and mnus the gain fromthe
sale or other disposition added to the tax base in section 9(6).
This addition shall be nmultiplied by the apportionnent factor for
the tax year as prescribed by chapter 3.

(d) Except as provided in subdivisions (f) and (g) and if
the cost of tangi ble assets described in section 23(e), (f), or
(g) was paid or accrued in a tax year beginning after
Decenber 31, 1996 AND BEFORE JANUARY 1, 2000, add the gross pro-
ceeds or benefit derived fromthe sale or other disposition of
the tangi bl e assets mnus the gain and plus the loss fromthe
sale or other disposition reflected in federal taxable incone and
m nus the gain fromthe sale or other disposition added to the
tax base in section 9(6). This addition shall be multiplied by
t he apportionnment factor for the tax year as prescribed in
chapter 3.

(e) Except as provided in subdivision (f) and if section
23(e) is in effect, for assets other than nobile tangible assets
purchased or acquired in a tax year beginning after Decenber 31,
1996 AND BEFORE JANUARY 1, 2000 that were eligible for a deduc-
tion under section 23(e) or (g) and that were transferred out of
this state, add the federal basis used for determ ning gain or
| oss as of the date of the transfer. This addition shall be
mul tiplied by the apportionnent factor for the tax year as

prescri bed in chapter 3.
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(f) For tax years beginning after Decenber 31, 1996 and if
section 23(e) is in effect, subdivisions (d) and (e) do not apply
and subdivision (c) does apply to a taxpayer that neets all of
the followng criteria:

(1) The taxpayer has its headquarters in this state.

(11) The taxpayer's date of incorporation, as filed with the
corporate division of the corporation, securities, and | and
devel opnent bureau of the departnent of consunmer and industry
services, is on or before January 9, 1996.

(11m) The taxpayer's sales at retail of prescriptions are
nmore than 2% and | ess than 10% of the taxpayer's total sales at
retail.

(1v) The taxpayer sells at retail all of the foll ow ng and,
for tax years that begin before January 1, 1998, nore than 50%
or, for tax years that begin on and after January 1, 1998, nore
than 20% of the taxpayer's total sales is conprised of the retai
sal es of the follow ng:

(A) Fresh, frozen, or processed food, food products, or con-
sumabl e necessities.

(B) Househol d products.

(C) Prescriptions.

(D) Health and beauty care products.

(E) Cosneti cs.

(F) Pet products.

(G Carbonated beverages.

(H Beer, wne, or liquor.
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(g) If section 23(e) is not in effect and if the cost of
tangi bl e assets described in section 23(i) was paid or accrued in
a tax year beginning after Decenber 31, 1996 AND BEFORE JANUARY
1, 2000, add the gross proceeds or benefit derived fromthe sale
or other disposition of the tangible assets m nus the gain and
plus the loss fromthe sale or other disposition reflected in
federal taxable incone and mnus the gain fromthe sale or other
di sposition added to the tax base in section 9(6). This addition
shall be multiplied by the apportionnent factor for the tax year
as prescribed in chapter 3.

(h) Deduct any avail abl e business loss. As used in this
subdi vi si on, "business | oss" neans a negative anount after allo-
cation or apportionnent as provided in chapter 3 and after
adj ustnents as provided in section 23 and subdivisions (a) to (Qg)
w thout regard to the deduction under this subdivision. The
busi ness | oss shall be carried forward to the year next follow ng
the |l oss year as an offset to the all ocated or apportioned tax
base including the adjustnents provided in subdivisions (a) to
(g), then successively to the next 9 taxable years follow ng the
| oss year or until the loss is used up, whichever occurs first,
but for not nore than 10 taxable years after the | oss year.

Sec. 31. (1) —Fhere— EXCEPT AS PROVI DED I N SUBSECTI ONS (5)
AND (6), THERE is levied and inposed a specific tax —ef—2-35%
befoere—Cetober—1,—199%4—and—2-30%after—Septenber—306—199%4—calct—
Fated—as—provided—+n—seet+on—3+a— upon the adjusted tax base of

every person with business activity in this state that is
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all ocated or apportioned to this state — AT THE FOLLON NG RATES
FOR THE SPECI FI ED PERI ODS:

(A) BEFORE OCTOBER 1, 1994, 2.35%

(B) AFTER SEPTEMBER 30, 1994 AND BEFORE JANUARY 1, 1999,
2.30%

(C BEG NNI NG JANUARY 1, 1999 AND EACH JANUARY 1 AFTER 1999,
THE RATE UNDER THI S SUBSECTI ON SHALL BE REDUCED AS PROVI DED I N
SUBSECTI ON (5) .

(2) As used in this section, "adjusted tax base" neans the
tax base allocated or apportioned to this state pursuant to chap-
ter 3 with the adjustnents prescribed by sections 23 and 23b and
t he exenptions prescribed by section 35. |If the adjusted tax
base exceeds 50% of the sum of gross receipts plus the adjust-
ments provided in section 23b(a) —f(b)—and—+(ec)— TO (G, appor-
tioned or allocated to Mchigan with the apportionnent fraction
cal cul ated pursuant to chapter 3, the adjusted tax base may, at
the option of the taxpayer, be reduced by that excess. |If a tax-
payer reduces the adjusted tax base under this subsection, the
taxpayer is not entitled to the adjustnment provided in subsection
(4) for the sane taxable year. This subsection does not apply to
an adjusted tax base under section 22a.

(3) The tax levied under this section and inposed i s upon
the privilege of doing business and not upon incone.

(4) Inlieu of the reduction provided in subsection (2), a
person may elect to reduce the adjusted tax base by the percen-
tage that the conpensation divided by the tax base exceeds 63%

The deduction shall not exceed 37% of the adjusted tax base. For
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pur poses of conputing the deduction allowed by this subsection,
as effective for the respective tax year, conpensation does not

i ncl ude anobunts of conpensation exenpt fromtax under section
35(1)(e). This subsection does not apply to an adjusted tax base
under section 22a.

(5) |I'F THE COVPREHENSI VE ANNUAL FI NANCI AL REPORT OF THI S
STATE FOR A STATE FI SCAL YEAR, PUBLI SHED PURSUANT TO SECTI ON 494
OF THE MANAGEMENT AND BUDGET ACT, 1984 PA 431, MCL 18. 1494,
REPORTS AN ENDI NG BALANCE OF MORE THAN $250, 000, 000. 00 I N THE
COUNTERCYCLI CAL BUDGET AND ECONOM C STABI LI ZATI ON FUND CREATED
UNDER SECTI ON 351 OF THE MANAGEMENT AND BUDGET ACT, 1984 PA 431,
MCL 18. 1351, FOR THAT STATE FI SCAL YEAR, THE TAX RATE UNDER THI S
SECTI ON SHALL BE REDUCED BY 0.1 PERCENTAGE PO NT ON THE JANUARY 1
FOLLOWN NG THE END OF THE STATE FI SCAL YEAR FOR VWH CH THE REPORT
WAS | SSUED.

(6) THE DEPARTMENT SHALL ANNUALI ZE THE RATE UNDER THI S SEC-
TI ON AS NECESSARY, AND THE APPLI CABLE ANNUALI ZED RATE SHALL BE
| MPOSED.

SEC. 35A. (1) FOR A TAX YEAR BEG NNI NG AFTER DECEMBER 31,
1999, A TAXPAYER MAY CLAIM A CREDI T AGAI NST THE TAX | MPOSED BY
THI S ACT OF EQUAL TO THE PERCENTAGE DETERM NED UNDER SUBSECTI ON
(2) MUILTIPLI ED BY THE RESULT OF SUBTRACTI NG THE SUM OF THE
AMOUNTS CALCULATED UNDER SUBDI VI SIONS (D), (E), AND (F) FROM THE
SUM OF THE AMOUNTS CALCULATED UNDER SUBDI VI SIONS (A), (B), AND
(O:

(A) CALCULATE THE COST, | NCLUDI NG FABRI CATI ON AND
| NSTALLATI ON, PAID OR ACCRUED I N THE TAXABLE YEAR OF TANG BLE
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ASSETS OF A TYPE THAT ARE, OR UNDER THE | NTERNAL REVENUE CODE

W LL BECOVE, ELI G BLE FOR DEPRECI ATI ON, AMORTI ZATI ON, OR ACCELER-
ATED CAPI TAL COST RECOVERY FOR FEDERAL | NCOVE TAX PURPOSES, PRO-
VI DED THAT THE ASSETS ARE PHYSI CALLY LOCATED IN THI S STATE FOR
USE I N A BUSI NESS ACTIVITY IN THIS STATE AND ARE NOT MOBI LE TAN-
d BLE ASSETS.

(B) CALCULATE THE COST, | NCLUDI NG FABRI CATI ON AND | NSTALLA-
TION, PAID OR ACCRUED I N THE TAXABLE YEAR OF MOBI LE TANG BLE
ASSETS OF A TYPE THAT ARE, OR UNDER THE | NTERNAL REVENUE CODE
W LL BECOVE, ELI G BLE FOR DEPRECI ATI ON, AMORTI ZATI ON, OR ACCELER-
ATED CAPI TAL COST RECOVERY FOR FEDERAL | NCOVE TAX PURPOSES. THI' S
AMOUNT SHALL BE MULTI PLI ED BY THE APPORTI ONMENT FACTOR FOR THE
TAX YEAR AS PRESCRI BED | N CHAPTER 3.

(© FOR TANG BLE ASSETS, OTHER THAN MOBI LE TANG BLE ASSETS,
PURCHASED OR ACQUI RED FOR USE QUTSIDE OF THI S STATE IN A TAX YEAR
BEG NNI NG AFTER DECEMBER 31, 1996 AND PHYSI CALLY LOCATED IN THI S

STATE I N A TAX YEAR BEG NNI NG AFTER DECEMBER 31, 1999 AND AFTER THE

ASSETS ARE
PURCHASED OR ACQUI RED FOR USE I N A BUSI NESS ACTI VI TY, CALCULATE

THE FEDERAL BASI S USED FOR DETERM NI NG GAIN OR LOSS AS OF THE
DATE THE TANG BLE ASSETS WERE PHYSI CALLY LOCATED IN THI S STATE
FOR USE I N A BUSI NESS ACTI VITY PLUS THE COST OF FABRI CATI ON AND
| NSTALLATI ON OF THE TANG BLE ASSETS I N TH S STATE.

(D IF THE COST OF TANG BLE ASSETS DESCRI BED | N SuBDI VI SI ON
(A) WAS PAID OR ACCRUED I N A TAX YEAR BEG NNI NG AFTER DECEMBER
31, 1999, CALCULATE THE CGROSS PROCEEDS OR BENEFI T DERI VED FROM
THE SALE OR OTHER DI SPOSI TI ON OF THE TANG BLE ASSETS M NUS THE
GAI'N, MJULTI PLI ED BY THE APPORTI ONMENT FACTOR FOR THE TAXABLE YEAR
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AS PRESCRI BED | N CHAPTER 3, AND PLUS THE LOSS, MULTI PLI ED BY THE
APPORTI ONMVENT FACTOR FOR THE TAXABLE YEAR AS PRESCRI BED | N CHAP-
TER 3 FROM THE SALE OR OTHER DI SPOSI TI ON REFLECTED | N FEDERAL
TAXABLE | NCOVE AND M NUS THE GAI N FROM THE SALE OR OTHER DI SPOSI -
TI ON ADDED TO THE TAX BASE | N SECTI ON 9(6).

(E) 1 F THE COST OF TANG BLE ASSETS DESCRI BED | N SUBDI VI SI ON
(B) WAS PAID OR ACCRUED I N A TAX YEAR BEG NNI NG AFTER DECEMBER
31, 1999, CALCULATE THE GROSS PROCEEDS OR BENEFI T DERI VED FROM
THE SALE OR OTHER DI SPCS| TI ON OF THE TANG BLE ASSETS M NUS THE
GAIN AND PLUS THE LOSS FROM THE SALE OR OTHER DI SPCSI TI ON
REFLECTED | N FEDERAL TAXABLE | NCOVE AND M NUS THE GAI N FROM THE
SALE OR OTHER DI SPCSI TI ON ADDED TO THE TAX BASE I N SECTI ON 9(6).
TH S AMOUNT SHALL BE MULTI PLI ED BY THE APPORTI ONVENT FACTOR FOR
THE TAX YEAR AS PRESCRI BED | N CHAPTER 3.

(F) FOR ASSETS PURCHASED OR ACQUI RED I N A TAX YEAR BEG NNI NG
AFTER DECEMBER 31, 1996 THAT WERE ELI G BLE FOR A DEDUCTI ON UNDER
SUBDI VI SION (A) OR (C) AND THAT WERE TRANSFERRED OUT OF THI S
STATE, CALCULATE THE FEDERAL BASI S USED FOR DETERM NI NG GAI N OR
LOSS AS OF THE DATE OF THE TRANSFER

(2) THE AVOUNT CALCULATED UNDER SUBSECTI ON (1) SHALL BE
MULTI PLI ED BY A PERCENTAGE DETERM NED BY DI VI DI NG THE TAX RATE
FOR THE TAX YEAR I N WHI CH THE CREDI T |'S CLAI MED BY 2. 3% AND
MULTI PLYI NG THAT RESULT BY 0. 85%

(3) FOR A TAX YEAR I N WHI CH THE AMOUNT CALCULATED UNDER SUB-
SECTI ON (1) AND MULTI PLI ED BY THE PERCENTAGE DETERM NED UNDER
SUBSECTI ON (2) |'S NEGATIVE, THE ABSOLUTE VALUE OF THAT AMOUNT IS
ADDED TO THE TAXPAYER S TAX LI ABILITY FOR THE TAX YEAR
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(4) IF THE CREDI T ALLONED UNDER THI S SECTI ON FOR THE TAX
YEAR AND ANY UNUSED CARRYFORWARD OF THE CREDI T ALLOWED UNDER THI S
SECTI ON EXCEED THE TAX LI ABILITY OF THE TAXPAYER FOR THE TAX
YEAR, THE EXCESS SHALL NOT BE REFUNDED, BUT MAY BE CARRI ED FOR-
WARD AS AN OFFSET TO THE TAX LI ABILITY I N SUBSEQUENT TAX YEARS
FOR 9 TAXABLE YEARS OR UNTIL THE EXCESS CREDI T IS USED UP, WH CH
EVER OCCURS FI RST.

(5) NOTW THSTANDI NG ANY OTHER PROVI SION OF THI S ACT, THE
CREDI T PROVIDED IN THI S SECTI ON SHALL BE TAKEN BEFORE ANY OTHER
CREDI T UNDER THI S ACT AND THE CREDI TS UNDER OTHER SECTI ONS OF
THI S ACT SHALL BE CALCULATED USI NG THE TAX LI ABI LI TY AFTER THE
CALCULATION OF THE CREDI T UNDER THI S SECTI ON AND, TO THE EXTENT
PROVI DED BY LAW AFTER THE CALCULATI ON OF CREDI TS UNDER OTHER
SECTI ONS OF THI S ACT.

(6) A TAXPAYER THAT REDUCES THE ADJUSTED TAX BASE UNDER SEC-
TION 31(2) SHALL NOT CLAIM A CREDI T UNDER THI S SECTI ON.

(7) A TAXPAYER THAT REDUCES THE ADJUSTED TAX BASE UNDER SEC-
TION 31(4) SHALL REDUCE THE CREDI T UNDER THI S SECTI ON BY A PER-
%_II\_IEASF\IDENSTS'Eg EXCEED 100% DETERM NED BY DI VI DI NG THE APPLI CABLE TAX
TION 31(1) BY THE PERCENTAGE DETERM NED UNDER SUBSECTI ON ( 2)

AND MULTI PLYI NG THE RESULT BY THE PERCENTAGE REDUCTI ON TO THE
ADJUSTED TAX BASE CLAI MED BY THE TAXPAYER FOR THE TAX YEAR UNDER
SECTI ON 31(4).

Sec. 45a. (1) Except as provided in subsection (2) and
for tax years beginning after Decenber 31, 1998, all of the
tax base, other than the tax base derived principally from

transportation, financial, or insurance carrier services or
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specifically allocated, shall be apportioned to this state by
mul ti plying the tax base by a percentage, which is the sumof al
of the foll ow ng percentages:

(a) The property factor multiplied by 5%

(b) The payroll factor nmultiplied by 5%

(c) The sales factor multiplied by 90%

(2) For tax years beginning after Decenber 31, 1998 AND
BEFORE JANUARY 1, 2000 if section 23(e) is not in effect, all of
the tax base, other than the tax base derived principally from
transportation, financial, or insurance carrier services or spe-
cifically allocated, shall be apportioned to this state by nmulti-
plying the tax base by a percentage, which is the sumof all of
the foll ow ng percentages:

(a) The property factor multiplied by 15%

(b) The payroll factor nmultiplied by 15%

(c) The sales factor nmultiplied by 70%

(3) For purposes of this section, a taxpayer that has a 52-
or 53-week tax year beginning not nore than 7 days before
Decenber 31 of any year is considered to have a tax year begin-
ning after Decenber 31 of that year.

Sec. 46. (1) The property factor is a fraction, the nunera-
tor of which is the average value of the taxpayer's real and tan-
gi bl e personal property owned or rented in this state during the
tax year and the denom nator of which is the average val ue of al
the taxpayer's real and tangi bl e personal property owned or

rented during the tax year.
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(2) FOR A FOREI GN PERSQON, THE PROPERTY FACTOR IS A FRACTI QN,
THE NUMERATOR OF WVHICH | S THE AVERACGE VALUE OF THE TAXPAYER S
REAL AND TANG BLE PERSONAL PROPERTY OAMNED OR RENTED IN THI S STATE
DURI NG THE TAX YEAR BY THE TAXPAYER AND THE DENOM NATOR OF WHI CH
| S THE AVERACE VALUE OF ALL THE TAXPAYER S REAL AND TANG BLE PER-
SONAL PROPERTY OAMNED OR RENTED IN THE UNI TED STATES DURI NG THE
TAX YEAR.

Sec. 49. (1) The payroll factor is a fraction, the nunera-
tor of which is the total wages paid in this state during the tax
year by the taxpayer and the denom nator of which is the total
wages paid everywhere during the tax year by the taxpayer. For
t he purposes of this chapter only, "wages" neans ALL wages, —&as
defnred—n—seetion—3461— SALARI ES, FEES, BONUSES, COWM SSI ONS,
PAI D I N THE TAXABLE YEAR ON BEHALF OF OR FOR THE BENEFI T OF
EMPLOYEES, OFFI CERS, OR DI RECTORS OF THE TAXPAYER AND | NCLUDES,
BUT IS NOT LIMTED TO PAYMENTS THAT ARE SUBJECT TO OR SPECI FI -
CALLY EXEMPT OR EXCEPTED FROM W THHOLDI NG UNDER SECTI ONS 3401 TO
3406 of the internal revenue code.

(2) FOR A FOREI GN PERSQN, THE PAYROLL FACTOR IS A FRACTI ON,
THE NUMERATOR OF WVHICH IS THE TOTAL WAGES PAI D FOR SERVI CES PER-
FORMED I N THI S STATE DURI NG THE TAX YEAR BY THE TAXPAYER AND THE
DENOM NATOR OF WHICH | S THE TOTAL WAGES PAI D FOR SERVI CES PER-
FORMED I N THE UNI TED STATES DURI NG THE TAX YEAR BY THE TAXPAYER.

Sec. 51. (1) The sales factor is a fraction, the nunerator
of which is the total sales of the taxpayer in this state during
the tax year, and the denom nator of which is the total sales of

t he taxpayer everywhere during the tax year.
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(2) FOR A FOREI GN PERSQN, THE SALES FACTOR | S A FRACTI QN,
THE NUMERATOR OF WVHICH IS THE TOTAL SALES OF THE TAXPAYER IN THI S
STATE DURI NG THE TAX YEAR, AND THE DENOM NATOR OF WVHICH | S THE
TOTAL SALES OF THE TAXPAYER IN THE UNI TED STATES DURI NG THE TAX
YEAR.

SEC. 54. (1) NOTW THSTANDI NG SECTI ONS 51 AND 52, A SPUN OFF
CORPORATI ON MAY ELECT TO CALCULATE I TS SALES FACTOR UNDER THI S
SECTION FOR A PERIOD OF 5 YEARS | F THE FOLLOW NG CRI TERI A UNDER
SUBDI VI SIONS (A), (B), AND (C) ARE MET AND FOR AN ADDI TI ONAL 2
YEARS FOLLON NG THE 5 YEARS | F ALL OF THE FOLLOW NG CRI TERI A
UNDER THI S SUBSECTI ON ARE WMET:

(A) THE SPUN OFF CORPORATI ON WAS | NCLUDED IN A COVBI NED OR
CONSOLI DATED RETURN UNDER THI' S ACT FOR THE TAX YEAR | MMVEDI ATELY
PRECEDI NG THE RESTRUCTURI NG TRANSACTI ON.

(B) AS A RESULT OF THE RESTRUCTURI NG TRANSACTI ON THAT
OCCURRED ON OR AFTER JANUARY 1, 1999, BOTH OF THE FOLLOW NG
APPLY:

(1) THE SPUN OFF CORPORATI ON CEASED TO BE I NCLUDED I N THE
COVBI NED OR CONSOLI DATED ANNUAL RETURN UNDER THI S ACT DESCRI BED
| N SUBSECTI ON (1) (A).

(11) WTHOUT REGARD TO THI S SECTI ON, THE SPUN OFF CORPORA-

TI ON WOULD HAVE HAD AN | NCREASED TAX LI ABILITY UNDER THI S ACT FOR
THE TAX YEAR I N VWH CH THE ELECTI ON UNDER THI S SECTI ON | S MADE.

(C ON OR BEFORE THE DUE DATE FOR FI LI NG THE SPUN OFF
CORPORATI ON' S FI RST ANNUAL RETURN UNDER THI S ACT FOLLOW NG THE
RESTRUCTURI NG TRANSACTI ON, THE SPUN OFF CORPORATI ON SHALL
REQUEST, I N WRI TI NG APPROVAL FROM
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THE
STATE TREASURER FOR THE ELECTI ON PROVI DED UNDER THI S SECTI ON.

THE STATE TREASURER MUST APPROVE THE
REQUEST UNDER THI S SUBDI VI SI ON BY THE SPUN OFF CORPORATI ON. THE
REQUEST SHALL | NCLUDE ALL OF THE FOLLOW NG

(1) A STATEMENT THAT THE SPUN OFF CORPORATI ON QUALI FI ES FOR
THE ELECTI ON UNDER THI S SECTI ON.

(11) A LIST OF ALL CORPORATIONS, LIMTED LIABILITY COV
PANI ES, AND ANY OTHER BUSI NESS ENTI TI ES THAT THE SPUN OFF CORPO-
RATI ON CONTRCLLED AT THE TI ME OF THE RESTRUCTURI NG TRANSACTI ON.

(mir) A COW TMENT BY THE SPUN OFF CORPORATI ON TO | NVEST AT
LEAST $500, 000, 000. 00 OF CAPI TAL I NVESTMENT I N THI S STATE WTHI N
5 YEARS. THE 5 YEARS UNDER TH S SUBPARAGRAPH SHALL COVMENCE W TH
THE FI RST TAX YEAR FOLLOW NG THE TAX YEAR I N WH CH THE RESTRUC-
TURI NG TRANSACTI ON WAS COMPLETED.

(D) PRIOR TO THE END OF THE SI XTH YEAR FOLLOW NG THE
RESTRUCTURI NG TRANSACTI ON AND | F THE SPUN OFF CORPORATI ON |'S NOT
REQUI RED TO FI LE AMENDED RETURNS UNDER SUBSECTI ON (3), THE SPUN
OFF CORPORATI ON SHALL REQUEST, I N WRI TI NG APPROVAL FROM

THE STATE TREASURER FOR THE ELECTI ON PROVI DED
UNDER THI S SECTI ON.
THE STATE TREASURER
MUST APPROVE THE REQUEST UNDER THI S SUBDI VI SI ON BY THE SPUN OFF
CORPORATI ON.  THE REQUEST SHALL | NCLUDE ALL OF THE FOLLOW NG
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(i) A STATEMENT THAT THE SPUN OFF CORPORATI ON QUALI FI ES FOR
THE ELECTI ON UNDER THI S SECTI ON

(ii) A LIST OF ALL CORPORATIONS, LIM TED LI ABI LI TY COM
PANI ES, AND ANY OTHER BUSI NESS ENTI TI ES THAT THE SPUN OFF CORPO-
RATI ON CONTROLLED AT THE TI ME OF THE RESTRUCTURI NG TRANSACTI ON.

(iii) A COW TMENT BY THE SPUN OFF CORPORATI ON TO | NVEST AT
LEAST $200, 000, 000. 00 OF CAPI TAL | NVESTMENT IN THI'S STATE W THI N
THE NEXT 2 YEARS. THE 2 YEARS UNDER THI S SUBPARAGRAPH SHALL COM
MENCE W TH THE SI XTH TAX YEAR FOLLOW NG THE TAX YEAR | N WHI CH THE
RESTRUCTURI NG TRANSACTI ON WAS COMVPLETED,

(2) A SPUN OFF CORPORATI ON QUALI FI ED UNDER SUBSECTI ON (1)
AND THAT MAKES AN ELECTI ON AND |'S APPROVED UNDER SUBSECTI ON ( 1)
CALCULATES | TS SALES FACTOR UNDER SECTI ONS 51 AND 52 SUBJECT TO
BOTH OF THE FOLLOW NG

(A) A PURCHASER I N THI' S STATE UNDER SECTI ON 52 DOES NOT
| NCLUDE A PERSON WHO PURCHASES FROM A SELLER THAT WAS | NCLUDED | N
THE PURCHASER S COVBI NED OR CONSOLI DATED ANNUAL RETURN UNDER THI S
ACT BUT, AS A RESULT OF THE RESTRUCTURI NG TRANSACTI ON, CEASED TO
BE | NCLUDED | N THE PURCHASER S COVBI NED OR CONSOLI DATED ANNUAL
RETURN UNDER THI S ACT.

(B) TOTAL SALES UNDER SECTI ON 51 DO NOT | NCLUDE SALES TO A
PURCHASER THAT WAS A MEMBER OF A M CHI GAN AFFI LI ATED GROUP THAT
HAD | NCLUDED THE SELLER I N THE FI LI NG OF A COVBI NED OR CONSOLI -
DATED ANNUAL RETURN UNDER THI S ACT BUT, AS A RESULT OF THE
RESTRUCTURI NG TRANSACTI ON, CEASED TO | NCLUDE THE SELLER

(3) AT THE END OF THE FI FTH YEAR FOLLOW NG THE RESTRUCTURI NG
TRANSACTI ON, | F A SPUN OFF CORPORATI ON THAT ELECTED TO CALCULATE
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| TS SALES FACTOR UNDER THI'S SECTI ON HAS FAI LED TO PAY OR ACCRUE
THE AMOUNT OF CAPI TAL | NVESTMENT REQUI RED UNDER SUBSECTI ON

(1) (C), THE SPUN OFF CORPORATI ON SHALL BE REQUI RED TO FI LE
AVENDED ANNUAL RETURNS UNDER THI'S ACT FOR EACH OF THE YEARS THE
SPUN OFF CORPORATI ON CALCULATED | TS SALES FACTOR UNDER THI S SEC-
TI ON REGARDLESS OF THE APPLI CABLE STATUTE OF LI M TATI ONS UNDER
SECTI ON 27A OF 1941 PA 122, MCL 205.27A, AND PAY ANY ADDI Tl ONAL
TAX PLUS | NTEREST BASED ON THE SALES FACTOR AS CALCULATED UNDER
SECTI ONS 51 AND 52. | NTEREST SHALL BE CALCULATED FROM THE DUE
DATE OF THE ORI G NAL RETURN.

(4) AT THE END OF THE SEVENTH TAX YEAR FOLLOW NG THE
RESTRUCTURI NG TRANSACTI ON, | F A SPUN OFF CORPORATI ON THAT ELECTED
TO CALCULATE | TS SALES FACTOR UNDER THI S SECTI ON HAS FAI LED TO
PAY OR ACCRUE THE CAPI TAL | NVESTMENT REQUI RED UNDER SUBSECTI ON
(1) (D), THE SPUN OFF CORPORATI ON SHALL BE REQUI RED TO FI LE
AVENDED ANNUAL RETURNS UNDER THI'S ACT FOR THE SI XTH AND SEVENTH
TAX YEARS FOLLOW NG THE RESTRUCTURI NG TRANSACTI ON AND PAY ANY
ADDI TI ONAL TAX PLUS | NTEREST BASED ON THE SALES FACTOR AS CALCU-
LATED UNDER SECTI ONS 51 AND 52. | NTEREST SHALL BE CALCULATED
FROM THE DUE DATE OF THE ORI Gl NAL RETURN.

(5) AS USED IN THI S SECTI ON

(A) "SPUN OFF CORPORATI ON' MEANS AN ENTI TY TREATED AS A CON-
TROLLED CORPORATI ON UNDER SECTI ON 355 OF THE | NTERNAL REVENUE
CODE. CONTROLLED CORPORATI ON | NCLUDES A CORPORATE SUBSI DI ARY
CREATED FOR THE PURPOSE OF A RESTRUCTURI NG TRANSACTI ON, A LI M TED
LI ABI LI TY COMPANY, OR AN OPERATI ONAL UNIT OR DI VI SION W TH
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BUSI NESS ACTI VI TI ES THAT WERE PREVI QUSLY CARRI ED OQUT AS A PART OF
THE DI STRI BUTI NG CORPCORATI ON.

(B) "RESTRUCTURI NG TRANSACTI ON' MEANS A TAX FREE DI STRI BU-
TI ON UNDER SECTI ON 355 OF THE | NTERNAL REVENUE CODE AND | NCLUDES
TAX FREE TRANSACTI ONS UNDER SECTI ON 355 THAT ARE COMMONLY
REFERRED TO AS SPIN OFFS, SPLIT UPS, SPLIT OFFS, OR TYPE D
REORGANI ZATI ONS.

Sec. 71. (1) A taxpayer —who— THAT reasonably expects
liability for the tax year to exceed $600. 00 or adjustments under
section 23 to exceed $100,000.00 shall file an estimted return
and pay an estimated tax for each quarter of the taxpayer's tax
year.

(2) For taxpayers on a cal endar year basis the quarterly
returns and estimted paynents shall be nmade by April 30,

July 31, Cctober 31, and January 31. Taxpayers not on a cal endar
year basis shall file quarterly returns and nmake estimated pay-
ments on the appropriate due date which in the taxpayer's fisca
year corresponds to the cal endar year

(3) The estimated paynent made with each quarterly return of
each tax year shall be for the estimated tax base for the quarter
or 25% of the estimated annual liability. The second, third, and
fourth estimted paynents in each tax year shall include adjust-
ments, if necessary, to correct underpaynents or overpaynments
fromprevious quarterly paynents in the tax year to a revised
estimate of the annual tax liability.

(4) The interest provided by this act shall not be assessed

if any of the follow ng occur:
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(a) If the sumof the estimted paynents equals at | east 85%
of the liability or 1% of the gross receipts for the tax year and
t he amount of each estimated paynent reasonably approximtes the
tax liability incurred during the quarter for which the estinmated
paynment was nade.

(b) If the preceding year's tax liability was $20, 000. 00 or
less and if the taxpayer submitted 4 equal installnments the sum
of which equals the previous year's tax liability.

(5) Each estimated return shall be nmade on a form prescribed
by the departnent and shall include an estimte of the annual tax
liability and other information required by the comm ssioner.
This form may be conbined with any other tax reporting form pre-
scribed by the departnent.

(6) Wth respect to a taxpayer filing an estimted tax
return for the taxpayer's first tax year of |ess than 12 nonths,
the amounts paid with each return shall be proportional to the
nunber of paynments made in the first tax year.

(7) Paynments nmade under this section shall be a credit
agai nst the paynent required with the annual tax return required
in section 73.

(8) When the comm ssioner considers it necessary to insure
paynment of the tax or to provide a nore efficient admnistration
of the tax, the comm ssioner may require filing of the returns
and paynment of the tax for other than quarterly or annual
peri ods.

(9) A taxpayer —who— THAT el ects under the internal revenue

code to file an annual federal inconme tax return by March 1 in
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the year followi ng the taxpayer's tax year and does not make a
quarterly estimte or paynent, or does not nake a quarterly esti-
mate or paynment and files a tentative annual return with a tenta-
tive paynent by January 15, in the year follow ng the taxpayer's
tax year and a final return by April 15 in the year follow ng the
taxpayer's tax year, shall have the sane option in filing the
estimated and annual returns required by this act.

(10) Instead of the quarterly return prescribed in subsec-
tions (1) and (2) the taxpayer may elect either of the follow ng
opti ons:

(a) To file and pay before the sixteenth day of each nonth
an estimated return conputed at the rate of 1% of the gross
recei pts for the precedi ng nonth.

(b) To file and pay before the sixteenth day of the nonths
specified in subsection (2) an estimated return conputed at the
rate of 1% of the gross receipts for the preceding quarter.

(11) A PENALTY FOR UNDERPAYMENT OF AN ESTI MATED TAX UNDER
THI S ACT SHALL NOT BE ASSESSED FOR THE TAXPAYER S FI RST TAX YEAR
BEG NNI NG AFTER DECEMBER 31, 1999 |IF THE TAXPAYER CLAI MED A
CREDI T UNDER SECTI ON 35A FOR THE FI RST TI ME ON THE TAXPAYER S
ANNUAL RETURN FOR THAT TAX YEAR AND A PENALTY WOULD NOT HAVE
APPLI ED | F THE TAXPAYER HAD MADE ADJUSTMENTS UNDER SECTI ON 23 OR
23B ON THAT RETURN

Sec. 77. (1) The comm ssioner may require or permt the
filing of a consolidated or conbined return by an affiliated

group of UNI TED STATES cor por ati ons —whieh—are—M-echigan
taxpayers— if all of the follow ng conditions exist:
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(a) All nmenbers of the affiliated group are M chi gan
t axpayers.

(b) Each nenber of the affiliated group maintains a rela-
tionship with 1 or nore nenbers of the group which includes
intercorporate transactions of a substantial nature other than
control, ownership, or financing arrangenents, or any conbination
t her eof .

(c) The business activities of each nenber of the affiliated
group are subject to apportionnment by a specific apportionnent
formula contained in this act which specific formula also is
applicable to all other nmenbers of the affiliated group, and
woul d be so applicable to each nenber even if it were not a
menber of the affiliated group

(2) AS USED IN THI'S SECTI ON, "UNI TED STATES CORPORATI ON'
MEANS A DOVESTI C CORPORATI ON AS THOSE TERMS ARE DEFI NED I N
SECTI ON 7701(a)(3) AND (4) OF THE | NTERNAL REVENUE CODE

Sec. 78. (1) Except as expressly provided in section 77, a
provision of this act shall not be construed to permt or require
the filing of a consolidated or conbined return or a consolida-
tion or conbination of the tax base or apportionnment factors of 2
or nore UNI TED STATES cor por ati ons.

(2) AS USED IN THI'S SECTI ON, "UNI TED STATES CORPORATI ON'
MEANS A DOVESTI C CORPORATI ON AS THOSE TERMS ARE DEFI NED I N
SECTI ON 7701(a)(3) AND (4) OF THE | NTERNAL REVENUE CODE

Enacting section 1. Section 3la of the single business tax
act, 1975 PA 228, MCL 208. 31a, is repeal ed.
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Enacting section 2. This anendatory act does not take
effect unless all of the following bills of the 90th Legislature
are enacted into | aw

(a) Senate Bill No. 544.

(b) House Bill No. 4744.

Enacting section 3. The single business tax act, 1975 PA
228, MCL 208.1 to 208.145, is repealed effective on the January 1
of the year in which the rate under section 31 is reduced to
0.0% and is not effective for tax years that begin on or after
t hat date.
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