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CONTENT

The bill would amend the Tax Tribunal Act to provide for interest on judgments of the Tax
Tribunal to accrue at one percentage point above the adjusted prime rate, instead of the
rate currently prescribed.

Under the Act, if the Tax Tribunal determines that an amount was unlawfully paid or
underpaid, that amount bears interest from the date of payment to the date of judgment,
and the judgment bears interest to the date it is paid. Interest accrues at a rate set each
year based on the average auction rate of 91-day discount Treasury bills in the prior State
fiscal year, as certified by the Department of Treasury, plus 1%. Under the bill, this rate
would apply before July 1, 2012.

After June 30, 2012, interest would accrue at one percentage point above the adjusted
prime rate. "Adjusted prime rate" would mean the average predominant prime rate quoted
by at least three commercial banks to large businesses, as determined by the Department.
The adjusted prime rate would be based on the average prime rate charged by at least
three commercial banks during the six-month periods ending on March 31 and September
30. One percentage point would have to be added to the adjusted prime rate and the
resulting sum would have to be divided by 12 to establish the current monthly interest rate.
The resulting current monthly interest rate based on the six-month period ending March 31
would become effective on the following July 1, and the resulting current monthly interest
rate based on the six-month period ending September 30 would become effective on
January 1 of the following year.

MCL 205.737 Legislative Analyst: Suzanne Lowe
FISCAL IMPACT

The interest rate in effect for 2012 tax underpayments or overpayments determined by Tax
Tribunal decisions is 1.09%. Under the bill, this interest rate would increase to the prime
rate (currently 3.25%) plus 1.0% or 4.25% beginning July 1, 2012. The rate would be
determined twice a year. The rate change would increase the costs to the State or local
governments that owe refunds of overpayments and would increase the revenue from
interest payments on underpayments. The amount of revenue change is not known and
would depend on individual decisions by the Tax Tribunal.
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