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Proposed Sales Tax on Services
The Legislature is again considering a sales tax on services notwithstanding the failed 
effort to do the same in 2007.  House Bills 5527, 5528 and 5529 have been introduced 
and would impose sales tax on most service activities.  However, these bills do contain 
a business-to-business exemption for the sale of services.  In addition, a separate 2% 
excise tax has been proposed on entertainment services (HB 5604).  The bills are 
considered to be placeholders for more specific legislation.  The 2010 budget will require 
increased revenue, so we anticipate more activity in this area.

Reminder – 90 Day Filing Rule for Constitutional Based Claims
Michigan has a very short statute of limitations period for refunds of taxes governed by 
the Revenue Act, which includes the Michigan Business Tax.  Under this requirement, a 
tax refund claim based on constitutional grounds must be filed within 90 days after the 
date set for filing a return.  Please contact your Honigman SALT attorney for additional 
information.

Michigan Business Tax Draft Rules
The Department of Treasury has released in draft form four Rules applicable to the 
Michigan Business Tax.  The Rules are on the following subjects: Definition of Actively 
Solicits, Industrial Personal Property Tax Credit, Materials and Supplies and Order of 
Credits.  To commence the official rulemaking procedure administered by the State Office 
of Administrative Hearings and Rules, the Department will next initiate the processing 
of the Rules with a submission of language to the Legislative Service Bureau.  There 
will be an opportunity to comment on the Rules as they proceed through the regulatory 
process.  The current draft Rule defining materials and supplies has been criticized as 
limiting statutory benefits provided in a manner not supported by the current statutory 
language.  

Proposed Revenue Administrative Bulletins (RABs)
In November, the Department issued a draft RAB on the Unitary Business Group 
Relationship Tests.  This RAB, together with a draft RAB on the Unitary Business 
Group Control Test, are pending final review.  Both the control test and one of the two 
relationship tests must be satisfied to establish a unitary business group.  The RAB on 
the Unitary Business Group Relationship Tests provides the Department’s interpretation 
on the two tests used to determine whether there is the required relationship among 
persons needed to establish a unitary business group.  The tests are (1) a “flow of 
value” among persons in a unitary business group, or (2) that the group of persons 
are integrated with, dependent upon or contribute to each other.  Concerns have been 
raised regarding the content of both RABs, including the Department’s questionable 
interpretation of applicable case law.  The final versions of the RABs are expected to 
be effective retroactively to January 1, 2008. 
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