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SENATE BILL NO. 118

January 27, 1999, Introduced by Senators STElIL, ROGERS,
MC COTTER, BULLARD, GOSCHKA, S| KKEMA, SHUGARS, GOUGEON
MC MANUS, SCHUETTE, BENNETT and HAMVERSTROM and referred
to the Commttee on Fi nance.

A bill to amend 1975 PA 228, entitled
"Singl e business tax act,"
by anendi ng sections 4 and 49 (MCL 208.4 and 208.49), section 4
as anended by 1995 PA 285.

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 nmade 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.

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

(3) Except as otherwi se provided in this section,
"conpensation"” neans all wages, salaries, fees, bonuses,

comm ssions, or other paynents nade in the taxable year on behalf
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of or for the benefit of enployees, officers, or directors of the
taxpayers and subject to or specifically exenpt fromw t hhol di ng
under —chapter—24— sections 3401 to 3406 of the internal revenue
code. Conpensation includes, on a cash or accrual basis consis-
tent wwth the taxpayer's nmethod of accounting for federal incone
tax purposes, paynents to state and federal unenpl oynent conpen-
sation funds, paynents under the federal insurance contribution
act and simlar social insurance progranms, paynents, including
sel f-insurance, for worker's conpensation insurance, paynents to
i ndi viduals not currently working, paynents 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, including paynents under health
and wel fare and noni nsured benefit plans and paynents of fees for
the adm ni stration of health and wel fare and noni nsured benefit
pl ans. Conpensati on does not include any of the foll 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 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
CHAPTER 1 OF THE | NTERNAL REVENUE CODE OF 1986, 26 U. S.C. 3101 TO
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3128, the railroad retirenent tax act, chapter 22 of title 26 of
the United States Code, 26 U S.C. 3201 to 3233, and simlar
soci al 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.

(F) FRINGE BENEFITS. AS USED IN THI S SUBDI VI SI ON, " FRI NGE
BENEFI TS" MEANS MONEY USED BY THE TAXPAYER TO PURCHASE OR FUND
HEALTH COVERAGE AND COVPENSATI ON DUE AND PAI D TO AN EMPLOYEE
UNDER A VWRI TTEN CONTRACT OR WRI TTEN POLI CY FOR ANY OF THE

FOLLOW NG

(i) A PAI D HOLI DAY.

(1) TIME OFF FOR SI CKNESS OR | NJURY.

(11m) TIME OFF FOR PERSONAL REASONS OR VACATI ON.

(iv) A BONUS.

(v) AUTHORI ZED EXPENSES | NCURRED DURI NG THE COURSE OF
EMPLOYMENT.

(vi) CONTRI BUTI ONS MADE ON BEHALF OF AN EMPLOYEE.

(4) "Departnment” nmeans the revenue division of the depart-
ment of treasury.

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 —wages— THAT TERM as
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defined in section 3401 of the internal revenue code — BUT DOES
NOT | NCLUDE ANY OF THE FOLLOW NG

(A) FRINGE BENEFI TS AS DEFI NED | N SECTI ON 4.

(B) PAYMENTS TO STATE AND FEDERAL UNEMPLOYMENT COVPENSATI ON
FUNDS.

(© EMPLOYER S PORTI ON OF PAYMENTS UNDER THE FEDERAL | NSUR-
ANCE CONTRI BUTI ONS ACT, CHAPTER 21 OF SUBTI TLE C OF CHAPTER 1 OF
THE | NTERNAL REVENUE CODE OF 1986, 26 U.S.C. 3101 TO 3128, THE
RAI LROAD RETI REMENT TAX ACT, CHAPTER 22 OF TITLE 26 OF THE UNI TED
STATES CODE, 26 U.S.C. 3201 TO 3233, AND SI M LAR SOCI AL | NSURANCE

PROGRAMS.
(D) PAYMENTS, | NCLUDI NG SELF-1 NSURANCE PAYMENTS, FOR
WORKER' S COVPENSATI ON | NSURANCE OR FEDERAL EMPLOYERS LI ABI LI TY

ACT | NSURANCE PURSUANT TO CHAPTER 149, 35 STAT. 65, 45 U.S. C. 51
TO 60.
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