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HOUSE BILL No. 6008

April 27, 2006, Introduced by Rep. Moolenaar and referred to the Committee on Tax Policy.

A Dbill to amend 1975 PA 228, entitled
"Si ngl e business tax act,"
by amendi ng sections 39e and 73 (MCL 208.39e and 208. 73), section
39e as anended by 2002 PA 622 and section 73 as anended by 1995 PA
80.

THE PECPLE OF THE STATE OF M CHI GAN ENACT

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 applicabl e:

(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
taxpayer 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

anount determ ned under subdivision (a) or (b), whichever is |ess:
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(a) The anount by which the taxpayer's tax liability
attributable to qualified business activity for the tax year
exceeds the taxpayer's baseline tax liability attributable to
qual i fied business activity.

(b) For tax years that begin after Decenber 31, 2002, 10% of
t he amobunt by which the taxpayer's adjusted qualified business
activity perforned in this state outside of a renai ssance zone for
the tax year exceeds the taxpayer's adjusted qualified business
activity perforned in this state outside of a renai ssance zone for
t he 2001 tax year.

(3) For any tax year in which the eligible taxpayer's tax
l[iability 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 taxpayer
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 interna
revenue code and further described in 26 G ~R— 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 shall not take the credit
al l oned under subsection (2) unless the qualified business activity
of the group or entities is consolidated.

(5) A taxpayer that clainms a credit under subsection (2) shal
attach a copy of each of the follow ng as issued pursuant to the
M chi gan 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 allowed under

05649' 06 * RIJA



© 00 N o o0~ W N P

N N NN N N N NN P P R R R R R R P
N~ o o M WON P O © 0N OO0~ WDN P O

subsection (2):

(a) The proof of certification that the taxpayer is an
el i gible taxpayer for the tax year

(b) The proof of certification of the taxpayer's tax liability
attributable to qualified business activity for the tax year

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

(6) For tax years that begin after Decenber 31, 2002, a
taxpayer 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) I'f 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) 99— As used in this section

(a) "Adjusted qualified business activity perforned in this
state outside of a renaissance zone" neans either of the foll ow ng:

(1) Except as provided in subparagraph (ii), the taxpayer's
payroll for qualified business activity perfornmed in this state
outsi de of a renai ssance zone.

(ii)) For a partnership, limted liability conpany, S
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corporation, or individual, the amount determ ned under
subpar agraph (i) plus the product of the following as related to the
t axpayer:

(A) Business incone.

(B) The apportionment factor as determ ned under chapter 3.

(C The alternative energy business activity factor.

(b) "Alternative energy business activity factor” neans a
fraction the numerator of which is the ratio of the value of the
t axpayer's property used for qualified business activity and
| ocated in this state outside of a renai ssance zone for the year
for which the factor is being calculated to the value of all of the
taxpayer's property located in this state for that year plus the
ratio of the taxpayer's payroll for qualified business activity
performed in this state outside of a renai ssance zone for that year
to all of the taxpayer's payroll in this state for that year and
t he denom nator of which is 2.

(c) "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 chi gan next energy authority act, 2002 PA 593, MCL 207.821 to
207. 827.

(d) "Alternative energy zone" means a renai ssance zone
designated as an alternative energy zone by the board of the
M chigan strategic fund under section 8a of the M chigan
renai ssance zone act, 1996 PA 376, MCL 125. 2688a.

(e) "Baseline tax liability attributable to qualified business

activity" nmeans the taxpayer's tax liability for the 2001 tax year
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mul tiplied by the taxpayer's alternative energy business activity
factor for the 2001 tax year. A taxpayer with a 2001 tax year of

| ess than 12 nonths shall annualize the anmount cal cul ated under

t hi s subdivision as necessary to determ ne baseline tax liability
attributable to qualified business activity that reflects a 12-
nont h peri od.

(f) "Eligible taxpayer"” mnmeans a taxpayer that has proof of
certification of qualified business activity under the M chigan
next energy authority act, 2002 PA 593, MCL 207.821 to 207.827.

(g) "Payroll"™ means total salaries and wages before deducting
any personal or dependency exenptions.

(h) "Qualified alternative energy entity" neans a taxpayer
| ocated in an alternative energy zone.

(i) "Qualified business activity" nmeans research, devel opnent,
or manufacturing of an alternative energy mari ne propul sion system
an alternative energy system an alternative energy vehicle,
alternative energy technol ogy, or renewabl e fuel.

(j) "Qualified enpl oyee" neans an individual who is enpl oyed
by a qualified alternative energy entity, whose job
responsibilities are related to the research, devel opnent, or
manufacturing activities of the qualified alternative energy
entity, and whose regul ar place of enploynment is within an
alternative energy zone.

(k) "Qualified payroll anmount" neans an anount equal to
payrol|l of the qualified alternative energy entity attributable to
all qualified enployees in the tax year of the qualified

alternative energy entity for which the credit under subsection (6)
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is being clained, multiplied by the tax rate for that tax year.

() "Renai ssance zone" nmeans a renai ssance zone designat ed
under the M chigan renai ssance zone act, 1996 PA 376, MCL 125. 2681
to 125.2696.

(m "Renewabl e fuel" neans 1 or nore of the foll ow ng:

(1) Biodiesel or biodiesel blends containing at |east 20%
bi odi esel. As used in this subparagraph, "biodiesel"” nmeans a diesel
fuel substitute consisting of nethyl or ethyl esters produced from
the transesterification of aninmal or vegetable fats wi th nethano
or ethanol .

(ii) Biomass. As used in this subparagraph, "biomss" neans
resi dues fromthe wood and paper products industries, residues from
food production and processing, trees and grasses grown
specifically to be used as energy crops, and gaseous fuels produced
fromsolid biomass, animal wastes, nunicipal waste, or landfills.

(n) "Tax liability attributable to qualified business
activity" means the taxpayer's tax liability nultiplied by the
taxpayer's alternative energy business activity factor for the tax
year.

(o) "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 clainms a credit under
subsection (6).

Sec. 73. (1) An annual or final return shall be filed with the
department in the formand content prescribed by the departnent by

the last day of the fourth nonth after the end of the taxpayer's
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tax year. Any final liability shall be remtted with this return. A
person whose apportioned or allocated gross receipts plus the

adj ustnments provided in section 23b(a), (b), and (c) are |less than
the foll ow ng anount for the appropriate year need not file a
return or pay the tax provided under this act:

(a) $40,000.00 for tax years beginning before January 1, 1991

(b) $60,000.00 for tax years beginning after Decenber 31, 1990
and before January 1, 1992.

(c) $100,000.00 for tax years begi nning after Decenber 31,
1991 and before January 1, 1994.

(d) $137,500.00 for tax years beginning after Decenber 31,
1993 and before January 1, 1995.

(e) $250,000.00 for tax years beginning after Decenber 31,
1994 AND BEFORE JANUARY 1, 2003.

(F) $350, 000.00 FOR TAX YEARS BEGQ NNI NG AFTER DECEMBER 31,
2002 AND BEFORE JANUARY 1, 2006.

(G $1, 000, 000.00 FOR TAX YEARS BEG NNI NG AFTER DECEMBER 31
2005.

(2) For a person whose apportioned or allocated gross receipts
pl us the adjustnents provided in section 23b(a), (b), and (c), are
for a tax year less than 12 nonths, the anmount in subsection (1)
shall be multiplied by a fraction, the nunerator of which is the
nunber of nmonths in the tax year and the denomi nator of which is
12.

(3) The comm ssi oner upon application of the taxpayer and for
good cause shown nay extend the date for filing the annual return.

Interest at the rate of 9% per annum shall be added to the anount
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of the tax unpaid for the period of the extension. The comm ssi oner
shall require a tentative return and paynent of an estinmted tax.

(4) If a taxpayer is granted an extension of time w thin which
to file the federal incone tax return for any taxable year, the
filing of a copy of the request for extension together with a
tentative return and paynent of an estimated tax with the
conmi ssi oner by the due date provided in subsection (1) shal
automatically extend the due date for the filing of a final return
under this act for an equival ent period plus 60 days. Interest at
the rate of 9% per annum shall be added to the amount of the tax
unpaid for the period of the extension.

(5) For tax years that end after July 6, 1994, 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 - GFR— CFR 1.414(b)-1 and 1.414(c)-1 to 1.414(c)-
5, or an entity under common control as defined in the interna
revenue code shall consolidate the gross receipts of the nmenbers of
the affiliated group, nenber corporations of the controlled group,
or entities under common control that have apportioned or all ocated
gross receipts, plus the adjustments provided in section 23b(a),
(b), and (c), of $100,000.00 or nore to deternmine if the group or
entity shall pay a tax or file a return as provi ded under
subsection (1). An individual menber of an affiliated group or
controll ed group of corporations or an entity under conmon control
is not required to file a return or pay the tax under this act if
that menber or entity has apportioned or allocated gross receipts,

pl us the adjustnents provided in section 23b(a), (b), and (c), of
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