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SB1500, As Passed House, December 13, 2002

HOUSE SUBSTI TUTE FOR
SENATE BI LL NO. 1500

A bill to anmend 1975 PA 228, entitled
"Si ngl e business tax act,”
by amendi ng sections 39b and 39e (MCL 208. 39b and 208. 39e), sec-
tion 39b as added by 1996 PA 441 and section 39e as added by 2002
PA 531.
THE PEOPLE OF THE STATE OF M CHI GAN ENACT:

Sec. 39b. (1) Except as provided in subsection (2) and for
tax years that begin after Decenber 31, 1996, a taxpayer that is
a business | ocated and conducting business activity within a
renai ssance zone may claima credit against the tax inposed by
this act for the tax year to the extent and for the duration pro-
vi ded pursuant to the M chigan renai ssance zone act, —Aet—Noe—3+6
of —the—Pubte—Aets—of—1996—betng—sect+ons—125- 268+ to125-2696
of —the—M-echirgan—Conmpttetd—taws— 1996 PA 376, MCL 125.2681 TO
125. 2696, equal to the tax liability attributable to business
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Senate Bill No. 1500 2
activity conducted within a renai ssance zone in the tax year OR
FOR TAX YEARS THAT BEA N ON OR AFTER JANUARY 1, 2003, EI THER OF
THE FOLLOW NG

(A) EXCEPT AS PROVIDED I N SUBDI VI SION (B), FOR A BUSI NESS
THAT FI RST LOCATES AND BEG NS CONDUCTI NG BUSI NESS ACTIVITY W THI N
A RENAI SSANCE ZONE AFTER NOVEMBER 30, 2002, THE LESSER OF THE
FOLLOW NG

(7)) THE TAX LI ABI LI TY ATTRI BUTABLE TO BUSI NESS ACTI VITY CON-
DUCTED W THI N A RENAI SSANCE ZONE | N THE TAX YEAR

(i) TEN PERCENT OF ADJUSTED SERVI CES PERFORMED I N A DESI G
NATED RENAI SSANCE ZONE.

(B) FOR A BUSI NESS THAT | S LOCATED AND CONDUCTI NG BUSI NESS
ACTIVITY WTH N A RENAI SSANCE ZONE BEFORE DECEMBER 1, 2002 OR A
BUSI NESS THAT BEFORE DECEMBER 1, 2002 HAS ENTERED | NTO A PURCHASE
AGREEMENT OR LEASE AGREEMENT FOR REAL OR PERSONAL PROPERTY TO BE
USED FOR BUSI NESS ACTIVITY WTH N A RENAI SSANCE ZONE, THE GREATER
OF THE FOLLOW NG

(/) THE AMOUNT CALCULATED UNDER SUBDI VI SI ON (A) (i) OR (ii),

VWHI CHEVER | S LESS.

(i) THE LESSER OF THE FOLLOW NG

(A) THE AMOUNT CALCULATED UNDER SUBDI VI SI ON (A) (7).

(B) THE CREDI T ALLOWNED UNDER THI S SECTI ON FOR THE TAX YEAR
BEG NNI NG I N 2002 PLUS 2% OF THE | NCREASE | N THE AMOUNT CALCU-
LATED UNDER SUBSECTI ON (9) (A) (i) FOR THE TAX YEAR OVER THE AMOUNT
CALCULATED UNDER SUBSECTI ON (9) (A) (i) FOR THE TAX YEAR BEG NNI NG
I N 2002.
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(2) Any portion of the taxpayer's tax liability that is
attributable to illegal activity conducted in the renai ssance
zone shall not be used to calculate a credit under this section.

(3) The credit allowed under this section continues through
the tax year in which the renai ssance zone designati on expires.

(4) The tax liability used to determ ne the credit under
this section is the taxpayer's tax liability before the cal cul a-
tion of credits provided in sections 37c and 38b and after the
cal culation of all other credits under this act.

(5) The credit allowed under this section shall not exceed
the tax liability of the taxpayer for the tax year.

(6) A taxpayer that clains a credit under this section shal
not enpl oy, pay a speaker fee to, or provide any renuneration,
conpensation, or consideration to any person enployed by the
state, the state admnistrative board created in —Act—Ne—2—-o6f
the—Pubte—-Aets—of—1921—betng—sect+ons—t+1+to1+~3ofthe
Mehtgan—Conpttet—taws— 1921 PA 2, MCL 17.1 TO 17.3, or the
renai ssance zone review board created i n —Act—Ne—376—of—the
PubHec—Aets—ef—1996— 1996 PA 376, MCL 125.2681 TO 125.2696, whose
enpl oynent relates or related in any way to the authorization or
enforcement of the credit allowed under this section for any year
in which the taxpayer clainms a credit under this section and for
the 3 years after the last year that a credit is clained.

(7) To be eligible for the credit allowed under this sec-
tion, an otherw se qualified taxpayer shall file an annual return

under this act.

S08078' 02 (H 1)



SB1500, As Passed House, December 13, 2002
Senate Bill No. 1500 4

(8) Any portion of the taxpayer's tax liability that is
attributable to business activity related to the operation of a
casi no, and business activity that is associated or affiliated
wWith the operation of a casino including, but not limted to, the
operation of a parking lot, hotel, notel, or retail store, shall
not be used to calculate a credit under this section. As used in
this subsection, "casino" nmeans a casino regulated by this state

pursuant to the M chigan gam ng control and revenue act,

Initiated Law of 1996, —being—sections 432201 to0432216ofthe
Mehtgan—Conptted—taws— MCL 432. 201 TO 432. 226.

(9) As used in this section:

(A) "ADJUSTED SERVI CES PERFORVED | N A DESI GNATED RENAI SSANCE
ZONE" MEANS ElI THER OF THE FOLLOW NG

(/) EXCEPT AS PROVI DED | N SUBPARAGRAPH (i), THE SUM OF THE
TAXPAYER S PAYROLL FOR SERVI CES PERFORVMED | N A DESI GNATED RENAI S-
SANCE ZONE PLUS AN AMOUNT EQUAL TO THE AMOUNT ADDED PURSUANT TO
SECTION 9(4) (C) FOR THE TAX YEAR FOR PROPERTY EXEMPT UNDER
SECTI ON 7FF OF THE GENERAL PROPERTY TAX ACT, 1893 PA 206,
MCL 211.7FF, IN THE TAX YEAR OR, FOR NEW PROPERTY, I N THE | MVEDI -
ATELY FOLLOW NG TAX YEAR

(i) FOR A PARTNERSHI P, LI M TED LI ABI LI TY COVWANY, S CORPO-
RATI ON, OR | NDI VI DUAL, THE AMOUNT DETERM NED UNDER SUBPARAGRAPH
(/) PLUS THE PRODUCT OF THE FOLLOW NG AS RELATED TO THE TAXPAYER
| F GREATER THAN ZERO

(A) BUSI NESS | NCOVE.

(B) THE APPORTI ONMVENT FACTOR AS DETERM NED UNDER CHAPTER 3.

S08078' 02 (H 1)
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(C) THE RENAI SSANCE ZONE BUSI NESS ACTI VI TY FACTOR.
[ (B) "NEW PROPERTY" MEANS PROPERTY THAT HAS NOT BEEN SUBJECT TO
OR EXEMPT FROM THE COLLECTI ON OF TAXES UNDER THE GENERAL PROPERTY TAX
ACT, 1893 PA 206, MCL 211.1 TO 211.157, AND HAS NOT BEEN SUBJECT TO OR
EXEMPT FROM AD VALOREM PROPERTY TAXES LEVI ED | N ANOTHER STATE, EXCEPT
THAT RECEI VI NG AN EXEMPTI ON AS | NVENTORY PROPERTY DCES NOT DI SQUALI FY
PROPERTY. ]
[(O] —€ft&— "Renaissance zone" neans that termas defined in
—Act—No—376—ofthePubtec—Aets—o+—3996— 1996 PA 376,
MCL 125. 2681 TO 125. 2696.
[(D)] "PAYROLL" MEANS TOTAL SALARI ES AND WAGES BEFORE DEDUCT-
| NG ANY PERSONAL OR DEPENDENCY EXEMPTI ONS.
[ (E)] "RENAI SSANCE ZONE BUSI NESS ACTIVITY FACTOR' MEANS A
FRACTI ON, THE NUVERATOR OF WHICH | S THE RATI O OF THE AVERAGE
VALUE OF THE TAXPAYER S PROPERTY LOCATED I N A DESI GNATED RENAI S-
SANCE ZONE TO THE AVERAGE VALUE OF THE TAXPAYER S PROPERTY | N
TH' S STATE PLUS THE RATI O OF THE TAXPAYER S PAYROLL FOR SERVI CES
PERFORMED | N A DESI GNATED RENAI SSANCE ZONE TO ALL OF THE
TAXPAYER S PAYROLL IN THI S STATE AND THE DENOM NATOR OF WHICH | S
2.
[(F)] tb)y— "Tax liability attributable to business activity
conducted within a renai ssance zone" neans the taxpayer's tax
liability multiplied by —a+f+ractionthenurerator—of—whirech—+s—the
. . ey I . ey , I -
e I . I I ol ot
, . i I I : ol
, Lt . : - esi I .

Lottt , L " ey
gdenomrator—of—which—+s—2— THE RENAI SSANCE ZONE BUSI NESS ACTI VI TY
FACTOR.

Sec. 39e. (1) A taxpayer may claima credit against the tax

i nposed by this act for 1 or nore of the follow ng as
appl i cabl e:
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(a) The credit allowed under subsection (2).

(b) The credit allowed under subsection (6).

(2) For tax years that begin after Decenmber 31, 2002, a tax-
payer that is certified under the M chigan next energy authority
act, 2002 PA 593, MCL 207.821 TO 207.827, as an eligible taxpayer
may claima nonrefundable credit for the tax year equal to the
amount DETERM NED UNDER SUBDI VI SION (A) OR (B), WHICHEVER | S
LESS:

(A) THE AMOUNT by which the taxpayer's tax liability attrib-
utable to qualified business activity for the tax year exceeds
the taxpayer's baseline tax liability attributable to qualified
busi ness activity.

(B) FOR TAX YEARS THAT BEG N AFTER DECEMBER 31, 2002, 10% OF
THE AMOUNT BY VWHI CH THE TAXPAYER S ADJUSTED QUALI FI ED BUSI NESS
ACTIVITY PERFORMED I N THI S STATE OUTSI DE OF A RENAI SSANCE ZONE
FOR THE TAX YEAR EXCEEDS THE TAXPAYER S ADJUSTED QUALI FI ED BUSI -
NESS ACTIVITY PERFORVED I N THI S STATE OUTSI DE OF A RENAI SSANCE
ZONE FOR THE 2001 TAX YEAR

(3) For any tax year in which the eligible taxpayer's tax
liability attributable to qualified business activity for the tax
year does not exceed the taxpayer's baseline tax liability
attributable to qualified business activity, the eligible tax-
payer shall not claimthe credit allowed under subsection (2).

(4) An affiliated group as defined in this act, a controlled
group of corporations as defined in section 1563 of the internal
revenue code and further described in 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

S08078' 02 (H- 1)
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defined by the internal revenue code shall not take the credit
al | oned under subsection (2) unless the qualified business activ-
ity of the group or entities is consolidated.

(5) A taxpayer that clains a credit under subsection (2)
shal |l attach a copy of each of the follow ng as issued pursuant
to the Mchigan next energy authority act, 2002 PA 593,

MCL 207.821 TO 207.827, to the annual return required under this
act for each tax year in which the taxpayer clains the credit
al | oned under subsection (2):

(a) The proof of certification that the taxpayer is an eli-
gi bl e taxpayer for the tax year

(b) The proof of certification of the taxpayer's tax liabil-
ity attributable to qualified business activity for the tax
year.

(c) The proof of certification of the taxpayer's baseline
tax liability attributable to qualified business activity.

(6) For tax years that begin after Decenber 31, 2002, a tax-
payer that is a qualified alternative energy entity may claima
credit for the taxpayer's qualified payroll anobunt. A taxpayer
shall claimthe credit under this subsection after all allowable
nonr ef undabl e credits under this act.

(7) If the credit allowed under subsection (6) exceeds the
tax liability of the taxpayer for the tax year, that portion of
the credit that exceeds the tax liability shall be refunded.

(8) Notwi thstandi ng any other provision of this act and for
tax years that begin after Decenmber 31, 2002, a person whose

apportioned or allocated gross receipts are |ess than $350, 000. 00

S08078' 02 (H- 1)
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for the tax year need not file a return or pay the tax as
provi ded under this act.

(9) As used in this section:

(A) "ADJUSTED QUALI FI ED BUSI NESS ACTI VI TY PERFORMED I N THI S
STATE QUTSI DE OF A RENAI SSANCE ZONE" MEANS EI THER OF THE
FOLLOW NG

(7)) EXCEPT AS PROVI DED | N SUBPARAGRAPH (i), THE TAXPAYER S
PAYROLL FOR QUALI FI ED BUSI NESS ACTI VI TY PERFORMED | N THI S STATE
QUTSI DE OF A RENAI SSANCE ZONE.

(il) FOR A PARTNERSHI P, LIM TED LI ABI LI TY COVPANY,

S CORPORATI ON, OR I NDI VI DUAL, THE AMOUNT DETERM NED UNDER
SUBPARAGRAPH (i) PLUS THE PRODUCT OF THE FOLLOW NG AS RELATED TO
THE TAXPAYER

(A) BUSI NESS | NCOVE.

(B) THE APPORTI ONMVENT FACTOR AS DETERM NED UNDER CHAPTER 3.

(C THE ALTERNATI VE ENERGY BUSI NESS ACTI VI TY FACTOR.

(B) "ALTERNATI VE ENERGY BUSI NESS ACTI VITY FACTOR" MEANS A
FRACTI ON THE NUMERATOR OF WHICH | S THE RATI O OF THE VALUE OF THE
TAXPAYER S PROPERTY USED FOR QUALI FI ED BUSI NESS ACTI VI TY AND
LOCATED IN THI S STATE OUTSI DE OF A RENAI SSANCE ZONE FOR THE YEAR
FOR WHI CH THE FACTOR | S BEI NG CALCULATED TO THE VALUE OF ALL OF
THE TAXPAYER S PROPERTY LOCATED IN THI S STATE FOR THAT YEAR PLUS
THE RATI O OF THE TAXPAYER S PAYROLL FOR QUALI FI ED BUSI NESS ACTI V-
| TY PERFORVED IN THI S STATE OUTSI DE OF A RENAI SSANCE ZONE FOR
THAT YEAR TO ALL OF THE TAXPAYER S PAYROLL IN THI S STATE FOR THAT
YEAR AND THE DENOM NATOR OF WHICH | S 2.

S08078' 02 (H 1)
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(C© —t&)y— "Alternative energy marine propul sion systent,
"alternative energy systent, "alternative energy vehicle", and
"alternative energy technol ogy" nean those terns as defined in
the M chigan next energy authority act, 2002 PA 593, MCL 207.821
TO 207. 827.

(D) —tb)y— "Alternative energy zone" nmeans a renai ssance zone
designated as an alternative energy zone by the board of the
M chi gan strategic fund under section 8a of the M chigan renais-
sance zone act, 1996 PA 376, MCL 125. 2688a.

(E) te)y— "Baseline tax liability attributable to qualified
busi ness activity" neans the taxpayer's tax liability for the

2001 tax year nultiplied by —afract+ron—thenurerator—of—whireh—+s

thts—state—antd—the—denomnateor—of—whieh—+s—2— THE TAXPAYER S
ALTERNATI VE ENERGY BUSI NESS ACTIVITY FACTOR FOR THE 2001 TAX
YEAR. A taxpayer with a 2001 tax year of less than 12 nonths
shal | annualize the anmpunt cal cul ated under this subdivision as
necessary to determ ne baseline tax liability attributable to
qual i fied business activity that reflects a 12-nonth peri od.

(F) —te)— "Eligible taxpayer"” means a taxpayer that has

proof of certification of qualified business activity under the

S08078' 02 (H- 1)
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1 Mchigan next energy authority act, 2002 PA 593, MCL 207.821 TO
207. 827.

[

2
3
4
5
6
7
8 ]

9 [(Q] —fte)y— "Payroll" nmeans total salaries and wages before
10 deducting any personal or dependency exenptions.

11 [(H] H— "Qualified alternative energy entity" nmeans a tax-
12 payer located in an alternative energy zone.

13 [(I)] —€fe&— "Qualified business activity" means research

14 devel opnent, or manufacturing of an alternative energy narine

15 propul sion system an alternative energy system an alternative

16 energy vehicle, alternative energy technol ogy, or renewable

17 fuel.

18 [(J)] €tH)— "Qualified enployee" nmeans an individual who is
19 enployed by a qualified alternative energy entity, whose job

20 responsibilities are related to the research, devel opnent, or

21 manufacturing activities of the qualified alternative energy

22 entity, and whose regul ar place of enploynent is within an alter-
23 native energy zone.

24 [(K)] +H)— "Qualified payroll anmpunt" nmeans an anount equa
25 to payroll of the qualified alternative energy entity attribut-

26 able to all qualified enployees in the tax year of the qualified

27 alternative energy entity for which the credit under

S08078' 02 (H- 1)
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1 subsection (6) is being claimed, nmultiplied by the tax rate for

2 that tax year.

3 [(I)] —€)— "Renai ssance zone" neans a renai ssance zone desi g-
4 nated under the M chigan renai ssance zone act, 1996 PA 376,

5 MCL 125.2681 to 125.2696.

6 [(M] — "Renewable fuel” neans 1 or nore of the

7 follow ng:

8 (7)) Biodiesel or biodiesel blends containing at |east

9 20% biodiesel. As used in this subparagraph, "biodiesel" neans a
10 diesel fuel substitute consisting of nethyl or ethyl esters

11 produced fromthe transesterification of animal or vegetable fats
12 wth nethanol or ethanol.

13 (7)) Biomass. As used in this subparagraph, "bionmass" neans
14 residues fromthe wood and paper products industries, residues

15 fromfood production and processing, trees and grasses grown spe-
16 cifically to be used as energy crops, and gaseous fuels produced
17 fromsolid biomss, aninmal wastes, nunicipal waste, or

18 landfills.

19 [(N] H— "Tax liability attributable to qualified business
20 activity" means the taxpayer's tax liability nultiplied by —=&

21 : I hi-ehi I . ol I ol
29 , w L ed—bsi o I

23 | - " " : . I I

24 eof—aH—ef—thetaxpayer——s—propertytocated—+n—this—stateptus—the
25 : ol , L it edbs] o

26 perforned—outside—of—arenarssance—zone—to—atH—of—thetaxpayer—s
27 payroH—in—this—state—ant—the—denonnater—of—whieh—+s—2— THE

S08078' 02 (H 1)



Sub.

N~ o o0~ WO NP

SB1500, As Passed House, December 13, 2002
SB 1500 (H 1) as anmended Decenber 13, 2002 12
TAXPAYER S ALTERNATI VE ENERGY BUSI NESS ACTI VITY FACTOR FOR THE
TAX YEAR

[(O] tmM— "Tax rate" neans the rate inposed under sections
51, 51d, and 51e of the incone tax act of 1967, 1967 PA 281,
MCL 206. 51, 206.51d, and 206.51e, annualized as necessary, for
the tax year in which the qualified alternative energy entity

clains a credit under subsection (6).
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