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HOUSE BILL No. 4745

May 27, 1999, Introduced by Rep. Cassis and referred to the Committee on Tax Policy.

A bill to amend 1975 PA 228, entitled
"Si ngl e business tax act,"
by anendi ng sections 4, 5, 6, 37c, 37d, and 49 (MCL 208. 4, 208.5,
208. 6, 208.37c, 208.37d, and 208.49), section 4 as anended by
1995 PA 285, section 5 as anended by 1987 PA 253, and
sections 37c and 37d as anended by 1996 PA 470, and by addi ng
section 19.

THE PEOPLE OF THE STATE OF MICHIGAN ENACT:

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 |ike character, except that a trans-
action nade or engaged in by a person that is incidental to that
person's regul ar business activity is a business activity within

t he neaning of this act.
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(2) "Conmm ssioner"” nmeans 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 fromwth-
hol di ng under chapter 24, sections 3401 to 3406 of the internal
revenue code. Conpensation ALSO includes, on a cash or accrua
basi s consistent wth the taxpayer's nethod of accounting for
federal income tax purposes, paynents to state and federal unem
pl oynment conpensation funds, paynents under the federal insurance
contribution act and sim |l ar social insurance prograns, paynents,
i ncludi ng sel f-insurance, for worker's conpensation insurance,
paynents to individuals not currently working, paynents to depen-
dents and heirs of individuals because of current or forner |abor
services rendered by those individuals, paynents to a pension,
retirement, or profit sharing plan, and paynents for insurance
for which enpl oyees are the beneficiaries, including paynents
under health and wel fare and noni nsured benefit plans and pay-
ments of fees for the admnistration of health and wel fare and
noni nsured benefit plans. Conpensation does not include any of
the fol |l ow ng:

(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 available to other custoners.
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(b) Paynents to an independent contractor.

(c) For tax years beginning after Decenber 31, 1994,
paynents 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 con-
tribution act, the railroad retirenent tax act, chapter 22 of
title 26 of the United States 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 enployers liability act insurance pur-
suant to chapter 149, 35 Stat. 65, 45 U S.C. 51 to 60.

(4) "Departnment" nmeans the revenue —¢ivistoen— 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 wth-
hold for federal inconme 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,
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—39874— 1999 OR, AT THE OPTI ON OF THE TAXPAYER, | N EFFECT FOR THE
TAX YEAR.

Sec. 6. (1) "Person" neans an individual, firm bank,
financial institution, limted partnership, copartnership, part-
nership, joint venture, association, LIMTED LIABILITY COVPANY,
corporation, receiver, estate, trust, BUSINESS TRUST, BUSI NESS
ORGANI ZATI ON, or any other group or conbination acting as a unit,
| NCLUDI NG A PERSON THAT | S FORMED UNDER THE LAWS OF A FOREI GN
COUNTRY OR POLI TI CAL SUBDI VI SI ON THERECF.

(2) "Rent" includes a | ease paynent or other paynent for the
use of any property to which the taxpayer does not have |egal or
equitable title.

SEC. 19. (1) FOR TAX YEARS THAT BEG N AFTER JUNE 1, 1999,
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, WHETHER OR NOT THE
FOREI GN PERSON IS SUBJECT TO TAXATI ON UNDER THE | NTERNAL REVENUE
CODE

(2) A FOREI GN PERSON SHALL ELECT TO CALCULATE BUSI NESS
| NCOVE ElI THER BY COVPLETI NG A PRO FORMA UNI TED STATES | NCOVE TAX
RETURN OR BY A REASONABLE APPROXI MATI ON OF FEDERAL TAXABLE | NCOVE
CALCULATED BY A METHOD APPROVED BY THE COWM SSI ONER

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

(4) AS USED IN THI S SECTI ON:
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(A) "BUSI NESS | NCOVE" MEANS, FOR TAX YEARS THAT BEG N AFTER
JUNE 1, 1999 FOR A FOREI GN PERSON THAT IS A CORPORATI ON, AN
AMOUNT EQUAL TO FEDERAL TAXABLE | NCOVE CALCULATED AS I F THE FOR-
EI GN PERSON | S A UNI TED STATES PERSON. FOR TAX YEARS THAT BEGQ N
AFTER JUNE 1, 1999 FOR A FOREI GN PERSON OTHER THAN A CORPORATI ON,
BUSI NESS | NCOVE MEANS THAT PART OF FEDERAL TAXABLE | NCOVE DERI VED
FROM BUSI NESS ACTI VI TY CALCULATED AS |F THE FOREI GN PERSON IS A
UNI TED STATES PERSON. FOR A FOREI GN PERSON OTHER THAN A CORPORA-
TION, BUSI NESS | NCOVE | NCLUDES PAYMENTS AND | TEMS OF | NCOVE AND
EXPENSE THAT ARE ATTRI BUTABLE TO BUSI NESS ACTIVITY OF THE PART-
NERSHI P AND SEPARATELY REPORTED TO THE PARTNERS OR SI M LAR FOR-
El GN MEMBERS.

(B) "FOREI GN PERSON' MEANS ElI THER OF THE FOLLOW NG

(1) AN I NDIVIDUAL WHO I S NOT A UNI TED STATES RESI DENT,
VWHETHER OR NOT THE I NDI VIDUAL | S SUBJECT TO TAXATI ON UNDER THE
| NTERNAL REVENUE CODE.

(11) A PERSON FORMED UNDER THE LAWS OF A FOREI GN COUNTRY OR
A PCLITI CAL SUBDI VI SI ON OF A FOREI GN COUNTRY, WHETHER OR NOTI' THE
PERSON | S SUBJECT TO TAXATI ON UNDER THE | NTERNAL REVENUE CODE.

(C "UN TED STATES PERSON' MEANS A UNI TED STATES PERSON AS
DEFI NED I N SECTI ON 7701(a) (30) OF THE | NTERNAL REVENUE CCDE.

Sec. 37c. (1) For tax years beginning after Decenber 31,
1994 and for a period of tinme not to exceed 20 years as deter-
m ned by the M chigan economic growth authority, a taxpayer that
is an authorized business may credit agai nst the tax inposed by
section 31 the anount certified each year by the M chigan

econom ¢ growth authority.
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(2) The credit under this section for an authorized business
for the tax year as determ ned under the M chigan econom ¢ growth
authority act shall not exceed the payroll of the authorized
busi ness attri butable to enpl oyees who performqualified new jobs
mul tiplied by the tax rate.

(3) A taxpayer shall not claima credit under this section
unl ess the M chigan economc growh authority has issued a cer-
tificate to the taxpayer. The taxpayer shall attach the certifi-
cate to the return filed under this act on which a credit under
this section is clained.

(4) The certificate required by subsection (3) shall state
all of the follow ng:

(a) The taxpayer is an authorized business.

(b) The ampunt of the credit under this section for the
aut hori zed business for the designated tax year.

(c) The taxpayer's federal enployer identification nunber or
the M chigan treasury nunber assigned TO THE TAXPAYER

(5) If the credit allowed under this section exceeds the tax
ltability of the taxpayer for the tax year, the excess shall be
refunded to the taxpayer

(6) An affiliated group AS DEFINED IN THI S ACT, a controlled
group of corporations as defined —by— I N SECTI ON 1563 OF the
i nternal revenue code AND FURTHER DESCRI BED I N 26
C.F.R 1.414(b)-1 AND 1.414(c)-1 TO 1.414(c)-5, or an entity
under common control as defined by the internal revenue code

shall claimonly 1 credit under this section for each tax year
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for each expansion or |ocation evidenced by a witten agreenent
whet her or not a conbined or consolidated return is fil ed.

(7) Acredit shall not be clainmed by a taxpayer under this
section if the taxpayer's initial certification as required in
subsection (3) is issued after Decenber 31, —1999— 2003.

(8) As used in this section:

(a) "Authority" or "M chigan econom c growh authority"
means the M chigan econom c growth authority created in the
M chi gan econom c grow h authority act, —Aet—No—24—-ofthePubtie
Aets—of—1995—betnrg—secttons 20+ 861+ to 20+ 816—-of—theMechigan
Conpted—taws— 1995 PA 24, MCL 207.801 TO 207. 810.

(b) "Authorized business", "facility", "full-tinme job", and
"witten agreenent” nean those terns as defined in —Aect—No—24—of
the—Pubt-e—Aets—of—1995— THE M CH GAN ECONOM C GROMH AUTHORI TY
ACT, 1995 PA 24, MCL 207.801 TO 207.810.

(c) "Payroll"™ nmeans the total salaries and wages before
deducti ng any personal or dependency exenptions.

(d) "Qualified new jobs" neans the average nunber of
full-time jobs at a facility of an authorized business for a tax
year in excess of the average nunber of full-time jobs the autho-
rized business maintained in this state prior to the expansion or
| ocation as that is determ ned under —Aet—No—24—-of—thePubtte
Acts—of—31995— THE M CH GAN ECONOM C GROMH AUTHORI TY ACT, 1995
PA 24, MCL 207.801 TO 207.810.

(e) "Tax rate" nmeans the rate inposed under —seet+oenr—5{1)—
SECTI ONS 51 AND 51B TO 51E of the incone tax act of 1967, —Act

No—281t—of —thePubHetcAets—of 1967+ —betrng——sect+on—206-51of—the
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M-ehi-gan—Conpited—taws— 1967 PA 281, MCL 206.51 AND 206.51B TO
206.51E, for the tax year in which the tax year of the taxpayer
for which the credit is being conputed begins.

Sec. 37d. (1) For tax years beginning after Decenber 31,
1994, and for a period of tinme not to exceed 20 years as deter-
m ned by the M chigan econom c growh authority plus any carry-
forward years all owed under subsection (5), a taxpayer that is an
aut hori zed business may credit against the tax inposed by section
31 an amount equal to the tax liability attributable to autho-
ri zed business activity.

(2) A taxpayer shall not claima credit under this section
unl ess the M chigan economc growh authority has issued a cer-
tificate to the taxpayer. The taxpayer shall attach the certifi-
cate to the return filed under this act on which a credit under
this section is clained.

(3) The certificate required by subsection (2) shall state
both of the follow ng:

(a) The taxpayer is an authorized business.

(b) The ampunt of the credit under this section for the
aut hori zed business for the designated tax year.

(c) The taxpayer's federal enployer identification nunber or
the M chigan treasury nunber assigned.

(4) The tax liability attributable to authorized business
activity is the tax liability inmposed by this act after the cal -
culation of the credits provided in sections 36, 37, 38, and 39

mul tiplied by either of the followng fractions as appropri ate:
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(a) For an authorized business locating a facility in this
state, a fraction the nunerator of which is the ratio of the
value of the facility to all of the taxpayer's property | ocated
in this state plus the ratio of the taxpayer's payroll attribut-
able to qualified new jobs to all of the taxpayer's payroll in
this state and the denom nator of which is 2.

(b) For an authorized busi ness expandi ng at an exi sting
site, a fraction the nunerator of which is the ratio of the val ue
of the new property added to the site as part of that expansion
to all of the taxpayer's property located in this state plus the
ratio of the taxpayer's payroll attributable to qualified new
jobs to all of the taxpayer's payroll in this state and the
denom nator of which is 2.

(5) If the credit allowed under this section for the tax
year and any unused carryforward of the credit allowed by this
section exceed the taxpayer's tax liability for the tax year,
that portion that exceeds the tax liability for the tax year
shal | not be refunded but may be carried forward to offset tax
l[tability in subsequent tax years for 10 years or until used up
whi chever occurs first.

(6) Acredit shall not be clainmed by a taxpayer under this
section if the taxpayer's initial certification, as required in
subsection (2), is issued after Decenber 31, —1999— 200S3.

(7) As used in this section:

(a) "Authorized business" and "facility" mean those terns as

defined in the Mchigan economc growmh authority act, —Aet
No—24—of —thePubt+e—-Acts—of 1995 —betng——sections—20+861+to
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207-810—ef—theM-echirgan—Conptted—taws— 1995 PA 24, MCL 207.801 TO
207. 810.

(b) "Authorized business activity" nmeans the business activ-
ity of an authorized business certified under —Aet—No—24—of—+the
Pubte—Aets—of—1995— THE M CH GAN ECONOM C GROWH AUTHORI TY ACT
1995 PA 24, MCL 207.801 TO 207.810.

(c) "Mchigan economic growh authority" nmeans the M chi gan
econom c growth authority created i n —Act—No—24—of—thePubtt+e
Acts—of—1995— THE M CH GAN ECONOM C GROMH AUTHORI TY ACT, 1995
PA 24, MCL 207.801 TO 207.810.

(d) "Qualified new jobs" neans that termas defined in
section 37c.

Sec. 49. The payroll factor is a fraction, the nunerator 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
pai d everywhere during the tax year by the taxpayer. For the
purposes of this chapter only, "wages" neans ALL wages, —as
defHned—n—seetion—3461— SALARI ES, FEES, BONUSES, COW SSI ONS, OR
OTHER PAYMENTS MADE 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 FROM W THHOLDI NG UNDER CHAPTER 24,

SECTI ONS 3401 TO 3406 of the internal revenue code.
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