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SENATE BILL No. 1322

SENATE BILL No. 1322

May 9, 2002, Introduced by Senators EMMONS, STILLE, STEIL and HAMMERSTROM and
referred to the Committee on Finance.

A bill to anmend 1975 PA 228,

"Si ngl e business tax act,”

(MCL 208.1 to 208.145) by adding section 39e.

entitled

THE PEOPLE OF THE STATE OF M CH GAN ENACT:

SEC. 39E. (1) A TAXPAYER OR
UNDER SUBSECTI ON (11) OR (14) MAY
| MPOSED BY THI'S ACT FOR 1 OR MORE

APPLI CABLE:

(A)
(B)
(O
(D
(2)

TAXPAYER MAY CLAIM A NONREFUNDABLE CREDI T FOR THAT PORTI ON OF THE

THE CREDI T ALLOANED UNDER
THE CREDI T ALLONED UNDER
THE CREDI T ALLONED UNDER
THE CREDI T ALLONED UNDER
FOR TAX YEARS THAT BEG N

A TRANSFEREE OF A TAXPAYER
CLAIM A CREDI T AGAI NST THE TAX
OF THE FOLLOW NG AS

SUBSECTI ON (2) .
SUBSECTI ON (3) .
SUBSECTI ON (5) .
SUBSECTI ON (12) .
AFTER DECEMBER 31, 2002, A

TAXPAYER S TAX LI ABI LI TY ATTRI BUTABLE TO THE RESEARCH,
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2
DEVELOPMENT, OR MANUFACTURI NG OF AN ALTERNATI VE ENERGY MARI NE
PROPULSI ON SYSTEM AN ALTERNATI VE ENERGY SYSTEM AN ALTERNATI VE
ENERGY VEHI CLE, OR ALTERNATI VE ENERGY TECHNCOLOGY FOR THE TAX
YEAR.

(3) FOR TAX YEARS THAT BEG N AFTER DECEMBER 31, 2002, A TAX-
PAYER THAT 1S A QUALI FI ED ALTERNATI VE ENERGY ENTITY MAY CLAIM A
CREDI T FOR THE TAXPAYER S QUALI FI ED W THHOLDI NG AMOUNT. A TAX-
PAYER SHALL CLAIM THE CREDI T UNDER THI S SUBSECTI ON AFTER ALL
ALLOMBLE NONREFUNDABLE CREDI TS UNDER THI S ACT.

(4) IF THE CREDI T ALLOVNED UNDER SUBSECTI ON (3) EXCEEDS THE
TAX LI ABILITY OF THE TAXPAYER FOR THE TAX YEAR, THAT PORTI ON OF
THE CREDI T THAT EXCEEDS THE TAX LI ABILITY SHALL BE REFUNDED.

(5) FOR TAX YEARS THAT BEG N AFTER DECEMBER 31, 2002 AND
BEFORE JANUARY 1, 2013, AN ELI G BLE TAXPAYER MAY CLAIM A CREDI T
FOR QUALI FI ED | NVESTMENT FOR RESEARCH EXPERI MENTAL ACTI VI TI ES
CONDUCTED IN THE TAX YEAR AS APPROVED BY THE M CH GAN ECONOM C
GROWH AUTHORI TY PURSUANT TO SUBSECTI ON (6) FOR THE AMOUNT DETER-
M NED UNDER SUBSECTI ON (7).

(6) THE M CHI GAN ECONOM C GCROWMH AUTHORI TY SHALL APPROVE OR
DENY A CREDI T UNDER SUBSECTI ON (5) TO TAXPAYERS THAT APPLY FOR
THE CREDIT. THE M CH GAN ECONOM C GROMH AUTHORI TY SHALL NOT
APPROVE MORE THAN 50 TAXPAYERS AS ELI G BLE TAXPAYERS EACH STATE
FI SCAL YEAR. THE M CH GAN ECONOM C GROWH AUTHORI TY SHALL | SSUE
A LETTER AS PROVI DED UNDER SUBSECTI ON (8) AUTHORI ZI NG THE CREDI T
TO EACH ELI G BLE TAXPAYER APPROVED FOR THE CREDI T UNDER SUBSEC-
TION (5) THAT STATES THE AMOUNT OF THE CREDI T THAT THE ELI G BLE
TAXPAYER MAY CLAI M EACH TAX YEAR AS DETERM NED UNDER SUBSECTI ON
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3
(7) AND THE TAX YEAR IN WHI CH THE ELI G BLE TAXPAYER MAY CLAI M
THAT CREDI T.

(7) THE M CHI GAN ECONOM C GCROWMH AUTHORI TY SHALL DETERM NE
THE PERCENTAGE, WH CH SHALL NOT EXCEED 25% OF THE TAXPAYER S
QUALI FI ED | NVESTMENT FOR RESEARCH EXPERI MENTAL ACTI VI TI ES THAT
THE ELI G BLE TAXPAYER MAY CLAIM AS A CREDI T UNDER SUBSECTI ON
(5). THE MAXIMUM CREDI T THAT THE M CH GAN ECONOM C GROWTH
AUTHORI TY MAY APPROVE FOR EACH ELI G BLE TAXPAYER SHALL NOT EXCEED
$1, 000, 000. 00 PER TAXPAYER PER TAX YEAR

(8) THE M CHI GAN ECONOM C GCROWMH AUTHORI TY SHALL DETERM NE
ELI G BLE TAXPAYERS AND | SSUE THE LETTER UNDER SUBSECTI ON (6) TO
ELI G BLE TAXPAYERS | F THE QUALI FI ED | NVESTMENT OF THE ELI G BLE
TAXPAYER MEETS AT LEAST 1 OF THE FOLLOW NG CRI TERI A:

(A) THE ACTIVITY ON WH CH THE QUALI FI ED | NVESTMENT | S BASED
'S CONDUCTED IN A CERTI FI ED TECHNOLOGY PARK.

(B) THE QUALI FI ED I NVESTMENT IS I N A BUSI NESS SECTOR TAR-
GETED BY THE M CH GAN ECONOM C DEVELOPMENT CORPORATI ON FOR
| NCREASED ECONOM C DEVELOPMENT W THIN THI S STATE.

(C) THE QUALI FI ED I NVESTMVENT | S DI RECTLY RELATED TO AN
AGREEMENT BETWEEN AN | NSTI TUTI ON OF Hl GHER EDUCATION I N THI S
STATE AND A BUSI NESS FOR A PRODUCT OR TECHNOLOGY BASED ON
ADVANCED TECHNOLOGY RESEARCH AND DEVELOPMENT CONDUCTED BY THE
I NSTI TUTI ON OF H GHER EDUCATI ON.

(9) AN ELI G BLE TAXPAYER SHALL ATTACH THE LETTER | SSUED
UNDER SUBSECTI ON (6) TO THE ANNUAL RETURN ON VWHI CH A CREDI T UNDER
SUBSECTI ON (5) 1S CLAI MED.
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(10) I'F THE CREDI T ALLONED UNDER SUBSECTI ON (5) FOR THE TAX
YEAR AND ANY UNUSED CARRYFORWARD OF THE CREDI T ALLOWED UNDER
SUBSECTI ON (5) EXCEED THE TAX LI ABILITY OF THE TAXPAYER FOR THE
TAX YEAR, THE EXCESS SHALL NOT BE REFUNDED, BUT MAY BE CARRI ED
FORWARD AS AN OFFSET TO THE TAX LIABILITY I N SUBSEQUENT TAX YEARS
FOR 5 TAX YEARS OR UNTIL THE EXCESS CREDI T | S USED UP, WH CHEVER
OCCURS FI RST.

(11) A TAXPAYER MAY TRANSFER ALL OR A PORTI ON OF THE TAX
CREDI T ALLOVWED UNDER SUBSECTION (5). A TAX CREDI T TRANSFER UNDER
THI'S SUBSECTI ON IS | RREVOCABLE AND SHALL BE MADE I N THE TAX YEAR
IN WHI CH THE LETTER UNDER SUBSECTI ON (6) IS | SSUED. A TAXPAYER
MAY CLAIM A PORTION OF A CREDIT AND TRANSFER THE REMAI NI NG TAX
CREDI T AMOUNT. EXCEPT AS OTHERW SE PROVIDED IN THI S SUBSECTI ON,
| F THE TAXPAYER BOTH CLAI M5 AND TRANSFERS PORTI ONS OF THE TAX
CREDI T, THE TAXPAYER SHALL CLAIM THE PORTION I T CLAIMS I N THE TAX
YEAR I N WHI CH THE LETTER UNDER SUBSECTION (6) IS ISSUED. IF A
TAXPAYER TRANSFERS ALL OR A PORTION OF THE TAX CREDIT TO MORE
THAN 1 TAXPAYER, THE TAXPAYER SHALL ALLOCATE THE TAX CREDIT TO
EACH TRANSFEREE. A TRANSFEREE SHALL NOT SUBSEQUENTLY TRANSFER A
TAX CREDI T OR ANY PORTI ON OF A TAX CREDI T TRANSFERRED UNDER THI S
SUBSECTI ON. THE TAX CREDI T TRANSFER UNDER THI S SUBSECTI ON SHALL
BE MADE ON A FORM PRESCRI BED BY THE DEPARTMENT OF TREASURY. THE
TAXPAYER SHALL SEND A COPY OF THE COVPLETED TRANSFER FORM TO THE
M CH GAN ECONOM C GROWIH AUTHORI TY AND THE DEPARTMENT NOT MORE
THAN 30 DAYS AFTER THE TRANSFER IS MADE. THE TRANSFEREE SHALL
ATTACH A COPY OF THE COVPLETED TRANSFER FORM TO | TS ANNUAL RETURN
REQUI RED TO BE FI LED UNDER THE SI NGLE BUSI NESS TAX ACT, 1975
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PA 228, MCL 208.1 TO 208. 145, FOR THE TAX YEAR IN VWH CH THE
TRANSFER | S MADE AND THE TRANSFEREE FI RST CLAIM5S A CREDIT, WHI CH
SHALL BE THE SAME TAX YEAR. THE TAXPAYER SHALL NOT TRANSFER MORE
THAN THE ANNUAL CREDI T AMOUNT FOR EACH TAX YEAR

(12) FOR TAX YEARS THAT BEG N AFTER DECEMBER 31, 2002 AND
BEFORE JANUARY 1, 2013, A QUALI FI ED TAXPAYER MAY CLAIM A TAX
CREDI T FOR THE AMOUNT AUTHORI ZED AND FOR VWHI CH A CERTI FI CATE | S
| SSUED UNDER SECTI ON 11 OF THE M CHl GAN EARLY STAGE VENTURE CAPI -
TAL | NVESTMENT ACT.

(13) IF THE CREDI T ALLOWED UNDER SUBSECTI ON (12) FOR THE TAX
YEAR AND ANY UNUSED CARRYFORWARD OF THE CREDI T EXCEED THE
TAXPAYER S TAX LI ABILITY FOR THE TAX YEAR, THAT PORTI ON OF THE
TAX LI ABI LI TY THAT EXCEEDS THE TAX LI ABILITY FOR THE TAX YEAR
SHALL NOT BE REFUNDED BUT MAY BE CARRI ED FORWARD FOR 5 YEARS OR
UNTI L USED UP, WH CHEVER OCCURS FI RST. FOR TAX YEARS THAT BEG N
AFTER DECEMBER 31, 2013, |F THE TAXPAYER HAS UNUSED CARRYFORWARD,
THE TAXPAYER MAY CONTI NUE TO USE THAT CARRYFORWARD FOR THE
REMAI NDER OF THE 5- YEAR PERIOD OR UNTIL I T I'S USED UP, WH CHEVER
OCCURS FI RST.

(14) A CERTIFIED I NVESTOR MAY TRANSFER ALL OR A PORTI ON OF
THE TAX CREDI T ALLOAED UNDER SUBSECTI ON (12). A TAX CREDI T
TRANSFER UNDER THI S SUBSECTI ON | S | RREVOCABLE AND SHALL BE MADE
IN THE TAX YEAR I N VWH CH THE CERTI FI CATE UNDER SECTI ON 11 OF THE
M CHI GAN EARLY STAGE VENTURE CAPI TAL | NVESTMENT ACT IS I SSUED. A
CERTI FI ED | NVESTOR MAY CLAIM A PORTION OF A CREDI T AND TRANSFER
THE REMAI NI NG TAX CREDI T AMOUNT. EXCEPT AS OTHERW SE PROVI DED I N
TH' S SUBSECTI ON, | F THE CERTI FI ED | NVESTOR BOTH CLAI MS AND
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TRANSFERS PORTI ONS OF THE TAX CREDI T, THE CERTI FI ED | NVESTOR
SHALL CLAIM THE PORTION I'T CLAIM5S I N THE TAX YEAR I N WHI CH THE
CERTI FI CATE UNDER SECTION 11 OF THE M CH GAN EARLY STAGE VENTURE
CAPI TAL | NVESTMENT ACT IS ISSUED. I F A CERTIFIED | NVESTOR TRANS-
FERS ALL OR A PORTION OF THE TAX CREDIT TO MORE THAN 1 TAXPAYER,
THE CERTI FI ED | NVESTOR SHALL ALLOCATE THE TAX CREDI T TO EACH
TRANSFEREE. A TRANSFEREE SHALL NOT SUBSEQUENTLY TRANSFER A TAX
CREDI T OR ANY PORTI ON OF A TAX CREDI T TRANSFERRED UNDER THI S
SECTI ON. THE TAX CREDI T TRANSFER UNDER THI S SUBSECTI ON SHALL BE
MADE ON A FORM PRESCRI BED BY THE DEPARTMENT. THE CERTI FI ED
I NVESTOR SHALL SEND A COPY OF THE COVPLETED TRANSFER FORM TO THE
DEPARTMENT I N THE TAX YEAR IN WHI CH THE TRANSFER IS MADE. THE
TRANSFEREE SHALL ATTACH A COPY OF THE COVPLETED TRANSFER FORM TO
I TS ANNUAL RETURN REQUI RED TO BE FI LED UNDER THI S ACT FOR THE TAX
YEAR I N WHI CH THE TRANSFER | S MADE AND THE TRANSFEREE FI RST
CLAIMS A CREDI T, WH CH SHALL BE THE SAME TAX YEAR. A CERTI FI ED
| NVESTOR SHALL NOT TRANSFER MORE THAN THE ANNUAL CREDI T AMOUNT
AUTHORI ZED FOR THAT CERTI FI ED | NVESTOR FOR EACH TAX YEAR

(15) AS USED IN THI S SECTI ON:

(A) "ALTERNATI VE ENERGY MARI NE PROPULSI ON SYSTEM',
"ALTERNATI VE ENERGY SYSTEM', "ALTERNATI VE ENERGY VEH CLE", AND
"ALTERNATI VE ENERGY TECHNOLOGY" MEAN THOSE TERMS AS DEFI NED | N
SECTI ON 91 OF THE CGENERAL PROPERTY TAX ACT, 1893 PA 206,

MCL 211. 91.

(B) "ALTERNATI VE ENERGY ZONE" MEANS A RENAI SSANCE ZONE DES-

| GNATED AS AN ALTERNATI VE ENERGY ZONE BY THE BOARD OF THE
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M CHI GAN STRATEG C FUND UNDER SECTI ON 8A OF THE M CHI GAN
RENAI SSANCE ZONE ACT, 1996 PA 376, MCL 125. 2688A.

(C) "CERTI FIED | NVESTOR' MEANS THAT TERM AS DEFI NED | N THE
M CHI GAN EARLY STAGE VENTURE CAPI TAL | NVESTMENT ACT.

(D) "CERTI FI ED TECHNOLOGY PARK" MEANS THAT TERM AS DEFI NED
I N SECTION 2 OF THE LOCAL DEVELOPMENT FI NANCI NG ACT, 1986 PA 281,
MCL 125. 2152.

(E) "ELI G BLE TAXPAYER' MEANS A TAXPAYER THAT WAS APPROVED
AND | SSUED A LETTER BY THE M CHI GAN ECONOM C GROMH AUTHORI TY
UNDER SUBSECTI ON (6) .

(F) "1NSTI TUTI ON OF Hl GHER EDUCATI ON' MEANS A COLLEGE OR
UNI VERSI TY DESCRI BED IN SECTION 4, 5, OR 6 OF ARTICLE VIl OF THE
STATE CONSTI TUTI ON OF 1963; A COMMUNI TY COLLEGE OR JUNI OR COLLEGE
ESTABLI SHED UNDER SECTION 7 OF ARTICLE VI1| OF THE STATE CONSTI -
TUTI ON OF 1963; OR A PRI VATE COLLEGE OR UNIVERSITY IN THI S
STATE.

(G "M CH GAN ECONOM C GROATH AUTHORI TY" MEANS THE M CHI GAN
ECONOM C GROWTH AUTHORI TY CREATED | N THE M CHI GAN ECONOM C GROWTH
AUTHORI TY ACT, 1995 PA 24, MCL 207.801 TO 207. 810.

(H "QUALI FI ED ALTERNATI VE ENERGY ENTI TY" MEANS A TAXPAYER
LOCATED AND CONDUCTI NG A QUALI FI ED BUSI NESS ACTI VI TY W THI N AN
ALTERNATI VE ENERGY ZONE.

(1) "QUALI FI ED BUSI NESS ACTI VI TY" MEANS RESEARCH, DEVELOP-
MENT, ENHANCEMENT, OR MANUFACTURI NG OF ALTERNATI VE ENERGY TECH-
NOLOGY OR ANY BUSI NESS ACTI VI TY THAT SUPPORTS THE RESEARCH,
DEVELOPMENT, ENHANCEMENT, OR MANUFACTURI NG OF ALTERNATI VE ENERGY
TECHNOLOGY.
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(J) "QUALI FI ED EMPLOYEE" MEANS AN | NDI VI DUAL WHO | S EMPLOYED
BY A QUALI FI ED ALTERNATI VE ENERGY ENTI TY, WHOSE JOB RESPONSI Bl LI -
TI ES ARE RELATED TO THE RESEARCH, DEVELOPMENT, OR MANUFACTURI NG
ACTI VI TIES OF THE QUALI FI ED ALTERNATI VE ENERGY ENTI TY, AND WHOSE
REGULAR PLACE OF EMPLOYMENT IS W THI N AN ALTERNATI VE ENERGY
ZONE.

(K) "QUALI FI ED | NVESTMENT" MEANS THE | NCREASE | N EXPENDI -
TURES FOR RESEARCH EXPERI MENTAL ACTI VI TIES I N THE TAX YEAR BY THE
ELI G BLE TAXPAYER AS COVPARED TO THE AVERAGE EXPENDI TURES FOR
RESEARCH EXPERI MENTAL ACTI VI TI ES BY THE ELI G BLE TAXPAYER OVER
THE 4 TAX YEARS | MVEDI ATELY PRECEDI NG THE TAX YEAR I N WH CH THE
CREDIT IS CLAIMED. |F AN ELI G BLE TAXPAYER S EXPENDI TURES FOR
RESEARCH EXPERI MENTAL ACTI VI TI ES FOR THE TAX YEAR ARE NOT MORE
THAN THE AVERAGE EXPENDI TURES FOR RESEARCH EXPERI MENTAL ACTI VI -
TIES OVER THE 4 TAX YEARS | MVEDI ATELY PRECEDI NG THE TAX YEAR I N
WH CH THE CREDI T IS CLAI MED, THE ELI G BLE TAXPAYER SHALL NOT
CLAIM A CREDI T FOR THAT TAX YEAR AN AFFI LI ATED GROUP AS DEFI NED
IN TH'S ACT, A CONTROLLED GROUP OF CORPORATI ONS AS DEFI NED I N
SECTI ON 1563 OF THE | NTERNAL REVENUE CODE AND FURTHER DESCRI BED
IN 26 C.F.R 1.414(b)-1 AND 1.414(c)-1 TO 1.414(c)-5, OR AN
ENTI TY UNDER COMMON CONTROL AS DEFI NED BY THE | NTERNAL REVENUE
CODE SHALL NOT TAKE THE CREDI T ALLOAED BY THI'S SECTI ON UNLESS THE
BUSI NESS ACTI VI TIES OF THE ENTI TI ES ARE CONSOLI DATED. | F THE
ELI G BLE TAXPAYER HAS EXPENDI TURES FOR RESEARCH EXPERI MENTAL
ACTI VI TIES FOR LESS THAN 4 YEARS, THE AVERAGE EXPENDI TURES FOR
RESEARCH EXPERI MENTAL ACTI VI TI ES FOR PURPOSES OF THI'S SUBDI VI SI ON
| S THE AVERAGE OF EXPENDI TURES FOR RESEARCH EXPERI MENTAL
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ACTI VI TIES FOR THE NUMBER OF YEARS IN VWH CH THE ELI G BLE TAXPAYER
HAD EXPENDI TURES FOR RESEARCH EXPERI MENTAL ACTI VI Tl ES.

(1) "QUALI FI ED TAXPAYER' MEANS A TAXPAYER THAT HAS A CERTI F-
| CATE | SSUED UNDER SECTION 11 OF THE M CH GAN EARLY STAGE VENTURE
CAPI TAL | NVESTMENT ACT OR A TAXPAYER THAT IS A TRANSFEREE UNDER
SECTI ON 13 OF THE M CH GAN EARLY STAGE VENTURE CAPI TAL | NVESTMENT
ACT.

(M "QUALI FI ED W THHOLDI NG AMOUNT" MEANS AN AMOUNT EQUAL TO
THE AMOUNT OF TAX THAT WOULD HAVE BEEN W THHELD PURSUANT TO THE
I NCOVE TAX ACT OF 1967, 1967 PA 281, MCL 206.1 TO 206. 532, BY THE
QUALI FI ED ALTERNATI VE ENERGY ENTI TY FOR ALL QUALI FI ED EMPLOYEES
I N THE CALENDAR YEAR | MVEDI ATELY PRECEDI NG THE CLOSE OF THE QUAL-
| FI ED ALTERNATI VE ENERGY ENTI TY FI SCAL YEAR FOR WHI CH THE CREDI T
UNDER SUBSECTI ON (4) IS BEING CLAI MED, |F THOSE QUALI FI ED EMPLOY-
EES HAD CLAI MED THE SAME NUMBER OF PERSONAL AND DEPENDENCY EXEMP-
TI ONS THAT THEY ARE ALLOWNED TO CLAI M ON THEI R ANNUAL RETURN UNDER
SECTI ON 30(2) OF THE I NCOVE TAX ACT OF 1967, 1967 PA 281,
MCL 206. 30.

(N) "RENAI SSANCE ZONE" MEANS A RENAI SSANCE ZONE DESI GNATED
UNDER THE M CH GAN RENAI SSANCE ZONE ACT, 1996 PA 376,
MCL 125. 2681 TO 125. 2696.

(O "RESEARCH EXPERI MENTAL ACTI VI TI ES" MEANS RESEARCH AND
EXPERI MENTAL EXPENDI TURES AS DESCRI BED I N SECTION 174 OF THE
| NTERNAL REVENUE CODE.

(P) "TAX LI ABI LI TY ATTRI BUTABLE TO RESEARCH, DEVELOPMENT,
AND MANUFACTURI NG OF AN ALTERNATI VE ENERGY MARI NE PROPULSI ON
SYSTEM AN ALTERNATI VE ENERGY SYSTEM AN ALTERNATI VE ENERGY
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VEHI CLE, OR ALTERNATI VE ENERGY TECHNOLOGY" MEANS THE TAXPAYER S
TAX LI ABI LI TY MJLTI PLI ED BY A FRACTI ON THE NUMERATOR OF VHICH | S
THE RATI O OF THE AVERAGE VALUE OF THE TAXPAYER S PROPERTY IN THI S
STATE NOT I N A RENAI SSANCE ZONE USED FOR THE RESEARCH, DEVELOP-
MENT, AND MANUFACTURI NG OF AN ALTERNATI VE ENERGY MARI NE PROPUL-
SI ON SYSTEM AN ALTERNATI VE ENERGY SYSTEM AN ALTERNATI VE ENERGY
VEHI CLE, OR ALTERNATI VE ENERGY TECHNOLOGY TO THE AVERAGE VALUE OF
ALL OF THE TAXPAYER S PROPERTY IN TH S STATE PLUS THE RATI O OF
THE TAXPAYER S PAYRCOLL IN THI'S STATE NOT I N A RENAI SSANCE ZONE
FOR RESEARCH, DEVELOPMENT, AND MANUFACTURI NG OF AN ALTERNATI VE
ENERGY MARI NE PROPULSI ON SYSTEM AN ALTERNATI VE ENERGY SYSTEM AN
ALTERNATI VE ENERGY VEHI CLE, OR ALTERNATI VE ENERGY TECHNOLOGY TO
ALL OF THE TAXPAYER S PAYRCOLL IN THI S STATE AND THE DENOM NATOR
OF WHICH I S 2.
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