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HOUSE BILL No. 4962

October 6, 1999, Introduced by Reps. Koetje, Kowall, Gossdlin, Law, DeVuyst, Garza,
Rick Johnson, Caul, Bishop, Richner, Mead, Hager, Allen, DeWeese, Ehardt, Birkholz and
Raczkowski 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 7 and 31 (MCL 208.7 and 208.31), section 7
as anmended by 1982 PA 376 and section 31 as anended by 1999 PA
115.

THE PEOPLE OF THE STATE OF MICHIGAN ENACT:

Sec. 7. (1) "Sale" or "sales" neans the gross receipts
arising froma transaction or transactions in which gross
recei pts constitute consideration FOR 1 OR MORE OF THE
FOLLOW NG

(a) —+foer—the— THE transfer of title to, or possession of,
property that is stock in trade or other property of a kind
—whi-eh— THAT woul d properly be included in the inventory of the

taxpayer if on hand at the close of the tax period or property
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held by the taxpayer primarily for sale to custonmers in the
ordinary course of its trade or business. ——eof—

(b) —fer—the— THE performance of services ———whieh— THAT
constitute business activities other than those included in
SUBDI VI SION (a). ——eor—f+omany—conbtrat+on—of(a—or—(b)—

(2) "State" neans any state of the United States, the
District of Colunbia, the Coomonwealth of Puerto Rico, any terri-
tory or possession of the United States, and any foreign country,
or political subdivision of any of the foregoing.

(3) "G oss receipts" nmeans, EXCEPT AS OTHERW SE PROVI DED | N
SECTI ON 31, the sum of sales, as defined in subsection (1), and
rental or |ease receipts. Goss receipts —does— DO not include
the anbunts received in an agency or other representative capac-
ity, solely on behalf of another or others but not including
anounts recei ved by persons having the power or authority to
expend or otherw se appropriate —steh— THOSE anpbunts in paynment
for or in consideration of sales or services made or rendered by
t henmsel ves or by others acting under their direction and control
or by —sueh— fiduciaries as guardi ans, executors, admnistrators,
receivers, conservators, or trustees other than trustees of taxes
received or collected fromothers under direction of the |aws of
the federal governnment or of any state or |ocal governnents.

Sec. 31. (1) Except as provided in subsections (5) and (6),
there is levied and inposed a specific tax upon the adjusted tax
base of every person with business activity in this state that is
all ocated or apportioned to this state at the followng rates for

t he specified periods:
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(a) Before COctober 1, 1994, 2.35%

(b) After Septenber 30, 1994 and before January 1, 1999,
2.30%

(c) Beginning January 1, 1999 and each January 1 after 1999,
the rate under this subsection shall be reduced as provided in
subsection (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. [|f the adjusted tax
base exceeds 50% of the sum of gross receipts plus the adjust-
ments provided in section 23b(a) to (g), apportioned 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
t axpayer, be reduced by that excess. |If a taxpayer reduces the
adj usted tax base under this subsection, the taxpayer is not
entitled to the adjustnent provided in subsection (4) for the
sanme taxable year. This subsection does not apply to an adjusted
t ax 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
pur poses of conputing the deduction allowed by this subsection,

as effective for the respective tax year, conpensation does not
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i ncl ude anmobunts of conpensation exenpt fromtax under section
35(1)(e). This subsection does not apply to an adjusted tax base
under section 22a.

(5) If the conprehensive annual financial report of this
state for a state fiscal year, published pursuant to section 494
of the managenent and budget act, 1984 PA 431, MCL 18. 1494,
reports an endi ng bal ance of nore than $250, 000, 000.00 in the
count ercyclical budget and econom c stabilization fund created
under section 351 of the managenent and budget act, 1984 PA 431,
MCL 18.1351, for that state fiscal year, the tax rate under this
section shall be reduced by 0.1 percentage point on the January 1
followng the end of the state fiscal year for which the report
was i ssued.

(6) FOR TAX YEARS THAT BEG N ON OR AFTER JANUARY 1, 2000, A
TAXPAYER MAY ELECT TO CALCULATE GROSS RECEI PTS FOR PURPCSES OF
SUBSECTI ON (2) BY ADDI NG THE TAXPAYER S GROSS RECEI PTS FOR THE
TAX YEAR AND FOR THE 2 | MMEDI ATELY PRECEDI NG TAX YEARS AND DI VI D
| NG THAT SUM BY 3.

(7) —6)— The departnment shall annualize the rate under this
section as necessary, and the applicable annualized rate shall be

i nposed.
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