HOUSE BILL No. 4135

February 6, 2001, Introduced by Reps. Cassis, Sanborn, Scranton, Jelinek, Pumford, Cameron Brown,
Birkholz, Toy, Voorhees, DeVuyst, Middaugh, Mead, Gosselin, Tabor, Richardville, Stamas, Ruth Johnson,
Hager, Kowall, Gilbert, Kooiman, Meyer, Sheltrown, Faunce, Bradstreet, Stewart, Van Woerkom, Garcia,
Richner, Bishop, Shackleton, Patterson, Allen, Bisbee, Vander Veen, Mortimer, Howell, Caul, Julian, Newell,

G€ly 'ON 1119 3SNOH

Rocca, Kuipers, Lockwood, Ehardt, Raczkowski, Vear, Pappageorge, DeRossett and Neumann and referred to the

Committee on Tax Policy.
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HOUSE BILL No. 4135

A bill to amend 1975 PA 228, entitled
"Si ngl e business tax act,”
by amendi ng section 31 (MCL 208.31), as anended by 1999 PA 115.

THE PEOPLE OF THE STATE OF M CHI GAN ENACT:

Sec. 31. (1) Except as provided in subsections (5) and (6),
there is levied and i nposed a specific tax upon the adjusted tax
base of every person with business activity in this state that is
al l ocated or apportioned to this state at the following rates for
t he specified periods:

(a) Before Cctober 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).
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(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) to (g), apportioned or allocated
to Mchigan wth 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 is upon
the privilege of doing business and not upon incone.

(4) In lieu of the reduction provided in subsection (2), a
person nmay el ect 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
i ncl ude anpbunts 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,
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reports an endi ng bal ance of nore than $250, 000, 000.00 in the
countercyclical 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 —byo6—21t—percentage—pornt— AS FOLLOAS on
the January 1 following the end of the state fiscal year for
whi ch the report was issued: —

(A) ON EACH OF THE FI RST AND SECOND JANUARY 1'S FOLLOW NG
DECEMBER 31, 2001 FOR VWHI CH THE CONDI TI ONS UNDER THI S SUBSECTI ON
ARE MET, THE RATE SHALL BE REDUCED BY 0.2 PERCENTAGE PO NTS.

(B) ON EACH JANUARY 1 AFTER THE REDUCTI ONS UNDER
SUBDI VI SION (A) FOR WHI CH THE CONDI TI ONS UNDER THI S SUBSECTI ON
ARE MET, THE RATE SHALL BE REDUCED AS PROVI DED I N SECTI ONS 31B TO
31E

(6) The departnent shall annualize the rate under this sec-
tion as necessary, and the applicable annualized rate shall be
i mposed.

Enacting section 1. This anendatory act does not take
effect unless all of the followng bills of the 91st Legislature
are enacted into | aw

(a) Senate Bill No. or House Bill No. 4139 (request
no. 00058' 01 *).

(b) Senate Bill No. or House Bill No. 4137 (request
no. 00088' 01 *).

(c) Senate Bill No. or House Bill No. 4136 (request

no. 00098' 01 *).
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1 (d) Senate Bill No. or House Bill No. 4138 (request

2 no. 00327' 01 *).
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