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SENATE BILL No. 877

November 29, 2001, Introduced by Senators HAMMERSTROM, BENNETT, SHUGARS and
SCHUETTE and referred to the Committee on Finance.

A bill to amend 1975 PA 228, entitled
"Singl e business tax act,"”
by anmendi ng section 7 (MCL 208.7), as anmended by 2000 PA 477.

THE PEOPLE OF THE STATE OF M CHI GAN ENACT:

Sec. 7. (1) As used in this act:

(a) "Sale" or "sales" nmeans the amounts received by the tax-
payer as consideration fromthe follow ng:

(i) The transfer of title to, or possession of, property
that is stock in trade or other property of a kind which would
properly be included in the inventory of the taxpayer if on hand
at the close of the tax period or property held by the taxpayer
primarily for sale to custoners in the ordinary course of its
trade or business.

(i) The performance of services, which constitute business

activities other than those included in subparagraph (i), or from
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any conbi nation of business activities described in this
subpar agraph and subparagraph (i).

(i) The rental, |ease, licensing, or use of tangible or
I ntangi bl e property which constitutes business activity.

(b) "Sale" or "sales" does not include dividends, interest,
and royalties received by the taxpayer to the extent deducted
fromthe taxpayer’s tax base under section 9(7) BUT DOES | NCLUDE
ROYALTI ES NOT DEDUCTED FROM TAX BASE UNDER SECTI ON 9(7) EXCEPT
THOSE ROYALTI ES PAI D TO A FRANCH SCR AS CONSI DERATI ON FOR THE USE
OF TRADE NAMES, TRADEMARKS, AND SI M LAR | NTANG BLE PROPERTY.

(2) "State" neans any state of the United States, the
District of Colunbia, the Conmonwealth 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) "Gross receipts" neans the entire anount received by the
taxpayer fromany activity whether in intrastate, interstate, or
foreign comerce carried on for direct or indirect gain, benefit,

or advantage to the taxpayer or to others except for the

fol | ow ng:
(a) Proceeds fromsales by a principal that the taxpayer
collects in an agency capacity solely on behalf of the principal

and delivers to the principal.
(b) Anpunts received by the taxpayer as an agent solely on
behal f of the principal that are expended by the taxpayer for any

of the follow ng:
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(i) The performance of a service by a third party for the
benefit of the principal that is required by |law to be perforned
by a |icensed person.

(ii)) The performance of a service by a third party for the
benefit of the principal that the taxpayer has not undertaken a
contractual duty to perform

(i) Principal and interest under a nortgage |oan or |and
contract, |ease or rental paynments, or taxes, utilities, or
I nsurance premuns relating to real or personal property owned or
| eased by the principal.

(iv) A capital asset of a type that is, or under the inter-
nal revenue code will becone, eligible for depreciation, anorti-
zation, or accelerated cost recovery by the principal for federal
I ncome tax purposes, or for real property owned or |eased by the
princi pal .

(v) Property not described under subparagraph (iv) purchased
by the taxpayer on behalf of the principal and that the taxpayer
does not take title to or use in the course of performng its
contractual business activities.

(vi) Fees, taxes, assessnents, |levies, fines, penalties, or
ot her paynents established by |law that are paid to a governnent al
entity and that are the | egal obligation of the principal.

(c) Anpunts that are excluded fromgross incone of a foreign
corporation engaged in the international operation of aircraft

under section 883(a) of the internal revenue code.
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(d) Anopunts received by an advertising agency used to
acquire advertising nedia tinme, space, production, or talent on

behal f of another person.

(e) Notwi thstandi ng any other provision of this section,
anounts received by a taxpayer that nanages real property owned
by the taxpayer’s client that are deposited into a separate
account kept in the nane of the taxpayer’s client and that are
not reinbursenents to the taxpayer and are not indirect paynents
for managenent services that the taxpayer provides to that

client.
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