SB- 1274, As Passed House, July 6, 2004

HOUSE SUBSTI TUTE FOR
SENATE BILL NO 1274

A Dbill to amend 1975 PA 228, entitled
"Si ngl e business tax act,"
(MCL 208.1 to 208.145) by adding section 37f.

THE PECPLE OF THE STATE OF M CHI GAN ENACT:

Sec. 37f. (1) For tax years that begin after Decenber 31,
2004 and before January 1, 2006, a taxpayer with gross receipts
of $10, 000, 000.00 or less for a tax year may claima credit
agai nst the tax inposed by this act equal to the follow ng
per cent ages of conpensation paid by the taxpayer to enpl oyees who
perform created jobs, as determ ned under subsection (2), for
that tax year in the follow ng circunstances:

(a) If the taxpayer nmakes capital investnent in this state of
| ess than $150,000.00 in the tax year, 0.50%

(b) If the taxpayer nmakes capital investnent in this state of

$150, 000. 00 or nore but |ess than $750, 000. 00, 1.5%
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(c) If the taxpayer makes capital investnent in this state of
$750, 000.00 or nore in the tax year, 2.0%

(2) Conmpensation paid to enpl oyees who performcreated jobs
for purposes of subsection (1) is determ ned as foll ows:

(a) For tax years that begin in 2004 and 2005, determ ne for
each tax year the full-time equivalent job for each enpl oyee,
whi ch shall be the | esser of the follow ng:

(i) An enploynent period ratio, which is equal to the
enpl oyee's weeks worked in the tax year divided by 52.

(ii)) An hours worked ratio, which is equal to the enpl oyee's
hours worked during the tax year divided by the full-tine
equi val ent annual hours of work set by the taxpayer. Each
t axpayer shall set a full-tine equival ent annual hours of work
standard whi ch shall be not |ess than 1,750 hours and not nore
t han 2,080 hours.

(b) For the tax year that begins in 2005, determ ne the
average compensation for full-tinme equival ent new jobs that
perform hi gh-technol ogy activity or manufacturing jobs as
foll ows:

(i) For the tax year that begins in 2005, calculate the sum
of full-time equivalent jobs cal culated in subdivision (a) for
enpl oyees who perform hi gh-technol ogy activity or manufacturing
jobs and who were hired in the tax year

(ii)) Determ ne the total conpensation, not to exceed
$85, 000. 00 per enpl oyee, paid for all jobs under subparagraph
(i).

(iit) Divide the anpbunt determ ned under subparagraph (ii) by
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t he nunber determ ned under subparagraph (i).

(c) Determ ne the nunber of created jobs, which shall be
determ ned as foll ows:

(i) For the tax year that begins in 2004, calculate the sum
of the nunber of full-tinme equival ent jobs cal cul ated under
subdivision (a) for all enployees.

(i) For the tax year that begins in 2005, calculate the sum
of the nunber of full-tinme equival ent jobs cal cul ated under
subdivision (a) for all enployees.

(iii) Subtract the nunber under subparagraph (i) fromthe
nunber under subparagraph (ii).

(iv) Determ ne the lesser of (b)(i) and (c) (iii).

(d) Multiply the nunber under subdivision (c)(iv) by the 2005
aver age conpensation under subdivision (b)(iii).

(3) If the credit allowed under this section for the tax year
and any unused carryforward of the credit allowed under this
section exceed the tax liability of the taxpayer for the tax
year, the excess shall not be refunded, but rmay be carried
forward as an offset to the tax liability in subsequent tax years
for 10 tax years or until the excess credit is used up, whichever
occurs first.

(4) A nmenber of 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 CFR
1.414(b)-1 and 1.414(c)-1 to 1.414(c)-5, or an entity under
common control as defined by the internal revenue code shal

determ ne gross receipts for purposes of this section on a
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consol i dat ed basi s.

(5) For purposes of determ ning conpensation paid to
enpl oyees, the taxpayer shall not include conpensation paid to a
spouse, parent, sibling, child, stepchild, adopted child, or
st epparent of an active sharehol der or officer, a sharehol der of
an S corporation, a partner of a partnership, a nenber of a
l[imted liability conpany, or an individual who is a sole
proprietor.

(6) The capital investnment threshold for purposes of
subsection (1) nust be nmet at the principal place of enploynent
of any enpl oyee of the taxpayer who perforns a created job.

(7) For purposes of the credit under this section, |eased
enpl oyees are consi dered enpl oyees of the entity whose enpl oynent
operations are nmanaged by a professional enployer organization.

(8) As used in this section:

(a) "Active shareholder” and "officer" nean those terns as
defined in section 36.

(b) "Capital investnent" neans investnment that can be used to

calculate a credit under section 35a.

(c) "Created jobs" neans jobs that neet all of the follow ng
criteria:

(i) Are jobs that perform hi gh-technology activity or
manuf act uring j obs.

(ii)) Did not exist in this state in the imediately preceding
tax year.

(iii) Represent an overall increase in full-tine equival ent
jobs of the taxpayer in this state for the tax year above the
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total nunber of full-time equival ent jobs of the taxpayer in the
i mredi ately precedi ng tax year

(iv) I's not a job into which an enpl oyee transfers if the
enpl oyee worked in this state for the taxpayer, a related entity
of the taxpayer, or an entity with which the taxpayer files a
consol idated return under section 77 in another job prior to
begi nning the created job.

(v) The benefits for the enployee in the created job include
coverage under health and wel fare and noni nsured benefit plans,
i ncluding, but not limted to, prescription coverage, primary
heal th care coverage, and hospitalization that is not limted to
energency room services or subject to dollar limts, deductibles,

and coi nsurance provisions that are not |ess favorable than those

for physical illness generally.
(vi) I's not a qualified new job used to calculate a credit
under section 37c or 37d.

(d) "High-technol ogy activity" neans that termas defined in
section 3 of the M chigan econom c growh authority act, 1995 PA
24, MCL 207. 803.

(e) "Manufacturing jobs" are jobs for a conpany that has a
cl assification under sector 33, subsector 321, or subsector 322
of the North Anerican industrial classification system (NAICS).

(f) "Related entity" neans an entity that neets any of the
following criteria:

(i) More than 1%is owned by 1 of the follow ng:

(A) Another entity.

(B) An entity that owns nore than 1% of another entity.
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(i) It owns nore than 1% of another entity.
(iii) 1t markets itself under a conmon nane or trademark wth
any other entity or receives payroll, human resources,
adm nistrative, or other simlar services froma conpany that

provi des those services to another entity.
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