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DRAFT 3
HOUSE SUBSTI TUTE FOR
SENATE BI LL NO 94

A bill to provide for the inposition, |evy, conputation
col l ection, assessment, reporting, paynent, and enforcenent of
taxes on certain conmmercial, business, and financial activities; to
prescribe the powers and duties of public officers and state
departnents; to provide for the inspection of certain taxpayer
records; to provide for interest and penalties; to provide
exenptions, credits, and refunds; to provide for the disposition of
funds; to provide for the interrelation of this act with other
acts; and to nmake appropriations.

THE PEOPLE OF THE STATE OF M CH GAN ENACT
CHAPTER 1
Sec. 101. (1) This act shall be known and nmay be cited as the
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"M chi gan business tax act".

(2) It isthe intent of the legislature that the tax |evied
under this act and the various credits avail abl e under this act
will serve to inprove the econom c condition of this state, foster
continued and diverse economic growmh in this state, and enable
this state to conpete fairly and effectively in the world
mar ket pl ace for econom ¢ devel oprment opportunities that wll
provide for and protect the health, safety, and welfare of the
citizens of this state, now and in the future.

Sec. 103. Atermused in this act and not defined differently
shall| have the sanme neani ng as when used in conparable context in
the laws of the United States relating to federal income taxes in
effect for the tax year unless a different nmeaning is clearly
required. A reference in this act to the internal revenue code
i ncl udes other provisions of the aws of the United States relating
to federal incone taxes.

Sec. 105. (1) "Business activity" neans a transfer of |egal or
equitable title to or rental of property, whether real, personal,
or m xed, tangible or intangible, or the performance of services,
or a conbination thereof, nade or engaged in, or caused to be nmade
or engaged in, whether in intrastate, interstate, or foreign
commerce, with the object of gain, benefit, or advantage, whether
direct or indirect, to the taxpayer or to others, but does not
i nclude the services rendered by an enpl oyee to his or her enployer
or services as a director of a corporation. Although an activity of
a taxpayer may be incidental to another or to other of his or her

busitness activities, each activity shall be considered to be
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busi ness engaged in within the neaning of this act.

(2) "Business income" nmeans that part of federal taxable
i ncome derived from business activity. For a partnership or S
cor poration, business incone includes paynments and itens of income
and expense that are attributable to business activity of the
partnership or S corporation and separately reported to the
partners or sharehol ders. For an organi zation that is a nutual or
cooperative electric conmpany exenpt under section 501(c)(12) of the
i nternal revenue code, business income equals what that
organi zation's federal taxable incone would be if that organization
was not exenpt under the internal revenue code, |ess capital
credits paid to nenbers of that organization, and | ess incone
resulting froma charge approved by a state or federal regulatory
agency that is restricted for a specified purpose and refunded by
the state or regulatory agency if it is not used for the specified
pur pose. For a tax-exenpt person, business inconme neans only that
part of federal taxable inconme derived fromunrel ated busi ness
activity.

Sec. 107. (1) "dient" means an entity whose enpl oynent
operations are nmanaged by a professional enployer organization

(2) "Conpensation" neans all wages, salaries, fees, bonuses,
comm ssions, other paynents nade in the tax year on behalf of or
for the benefit of enployees, officers, or directors of the
t axpayers, and any earnings that are net earnings fromself-
enpl oynent as defined under section 1402 of the internal revenue
code of the taxpayer or a partner or limted liability conmpany

er of the taxpayer. Conpensation includes, but is not limted
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to, paynents that are subject to or specifically exenpt or excepted
from w t hhol di ng under sections 3401 to 3406 of the interna

revenue code. Conpensation also includes, on a cash or accrua

basi s consistent with the taxpayer's method of accounting for
federal income tax purposes, paynents to a pension, retirement, or
profit sharing plan other than those paynents attributable to
unfunded accrued actuarial liabilities, and paynents for insurance
for which enpl oyees are the beneficiaries, including paynents under
heal th and wel fare and noni nsured benefit plans and paynment of fees
for the adm nistration of health and wel fare and noni nsured benefit
pl ans. Conpensation for a taxpayer |icensed under article 25 or 26
of the occupational code, 1980 PA 299, MCL 339. 2501 to 339. 2518 and
339. 2601 to 339.2637, includes paynents to an independent
contractor |licensed under article 25 or 26 of the occupationa

code, 1980 PA 299, MCL 339.2501 to 339.2518 and 339.2601 to

339. 2637. Conpensati on does not include any of the follow ng:

(a) Discounts on the price of the taxpayer's nerchandi se or
services sold to the taxpayer's enpl oyees, officers, or directors
that are not available to other custoners.

(b) Except as otherwi se provided in this subsection, paynents
to an i ndependent contractor.

(c) Paynents to state and federal unenpl oynent conpensation
f unds.

(d) The enployer's portion of paynents under the federa
i nsurance contributions act, chapter 21 of subtitle C of the
i nternal revenue code, 26 USC 3101 to 3128, the railroad retirenent

tax fact, chapter 22 of subtitle C of the internal revenue code, 26
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USC 3201 to 3233, and simlar social insurance prograns.

(e) Paynents, including self-insurance paynents, for worker's
conpensation insurance or federal enployers' liability act
i nsurance pursuant to 45 USC 51 to 60.

(3) "Corporation" neans a taxpayer that is required or has
elected to file as a corporation under the internal revenue code.

(4) "Departnent" neans the departnent of treasury.

Sec. 109. (1) "Enpl oyee" means an enpl oyee as defined in
section 3401(c) of the internal revenue code. A person from whom an
enpl oyer is required to withhold for federal income tax purposes is
prima facie considered an enpl oyee.

(2) "Enpl oyer" neans an enployer as defined in section 3401(d)
of the internal revenue code. A person required to withhold for
federal incone tax purposes is prinma facie considered an enpl oyer.

(3) "Federal taxable incone" means taxable inconme as defined
in section 63 of the internal revenue code.

(4) "Financial institution" nmeans that term as defined under
chapter 2B.

(5) "Foreign operating entity" neans a United States person
that satisfies each of the foll ow ng:

(a) Would otherwi se be a part of a unitary business group that
has at |east 1 person included in the unitary business group that
is taxable in this state.

(b) Has substantial operations outside the United States, the
District of Colunbia, the Coomonwealth of Puerto Rico, any
territory or possession of the United States, or a political

subdi vi sion of any of the foregoing.

801325' O7ngHid) Draft 3 KAO



© 00 N o o0 A~ W N PP

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27

(c) At least 80%of its inconme is active foreign business
i ncome as defined in section 861(c)(1)(B) of the internal revenue
code.

Sec. 111. (1) "Gross receipts" nmeans the entire amount
recei ved by the taxpayer fromany activity whether in intrastate,
interstate, or foreign commerce carried on for direct or indirect
gain, benefit, or advantage to the taxpayer or to others except for
the foll ow ng:

(a) Proceeds fromsales by a principal that the taxpayer
collects in an agency capacity solely on behalf of the principa
and delivers to the principal.

(b) Anpunts received by the taxpayer as an agent solely on
behal f of the principal that are expended by the taxpayer for any
of the follow ng:

(1) The performance of a service by a third party for the
benefit of the principal that is required by law to be performnmed by
a |licensed person.

(i) The performance of a service by a third party for the
benefit of the principal that the taxpayer has not undertaken a
contractual duty to perform

(1ii) Principal and interest under a nortgage | oan or |and
contract, |lease or rental paynents, or taxes, utilities, or
i nsurance premuns relating to real or personal property owned or
| eased by the principal.

(iv) A capital asset of a type that is, or under the interna
revenue code will becone, eligible for depreciation, anortization,

or accelerated cost recovery by the principal for federal incone
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tax purposes, or for real property owned or |eased by the
princi pal .

(v) Property not described under subparagraph (iv) that is
purchased by the taxpayer on behalf of the principal and that the
t axpayer does not take title to or use in the course of performng
its contractual business activities.

(vi) Fees, taxes, assessnents, levies, fines, penalties, or
ot her paynents established by law that are paid to a governnent al
entity and that are the legal obligation of the principal

(c) Anpbunts that are excluded fromgross incone of a foreign
corporation engaged in the international operation of aircraft
under section 883(a) of the internal revenue code.

(d) Anopunts received by an advertising agency used to acquire
advertising nedia tinme, space, production, or talent on behal f of
anot her person.

(e) Notwi thstanding any ot her provision of this section,
anounts received by a taxpayer that manages real property owned by
athird party that are deposited into a separate account kept in
the nane of that third party and that are not reinbursenents to the
t axpayer and are not indirect paynents for managenent services that
t he taxpayer provides to that third party.

(f) Proceeds fromthe taxpayer's transfer of an account
receivable if the sale that generated the account receivable was
included in gross receipts for federal incone tax purposes. This
subdi vi si on does not apply to a taxpayer that during the tax year
bot h buys and sells any receivabl es.

(g) Proceeds fromany of the follow ng:
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(i) The original issue of stock or equity instruments.

(ii) The original issue of debt instrunents.

(h) Refunds fromreturned merchandi se.

(i) Cash and in-kind discounts.

(j) Trade discounts.

(k) Federal, state, or local tax refunds.

() Security deposits.

(m Paynent of the principal portion of |oans.

(n) Value of property received in a |like-kind exchange.

(o) Proceeds froma sale, transaction, exchange, involuntary
conversion, or other disposition of tangible, intangible, or real
property that is a capital asset as defined in section 1221(a) of
the internal revenue code or land that qualifies as property used
in the trade or business as defined in section 1231(b) of the
internal revenue code, less any gain fromthe disposition to the
extent that gain is included in federal taxable incone.

(p) The proceeds froma policy of insurance, a settlenent of a
claim or a judgnment in a civil action |l ess any proceeds under this
subdi vision that are included in federal taxable incone.

(gq) For a sales finance conpany, as defined in section 2 of
the nmotor vehicles sales finance act, 1950 (Ex Sess) PA 27, MCL
492.102, and directly or indirectly owed in whole or in part by a
not or vehi cl e manufacturer as of January 1, 2008, anounts realized
fromthe repaynent, maturity, sale, or redenption of the principa
of a | oan, bond, or nutual fund, certificate of deposit, or simlar
mar ket abl e i nstrunent.

(r) For a sales finance conpany, as defined in section 2 of
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t he notor vehicles sales finance act, 1950 (Ex Sess) PA 27, MCL
492.102, and directly or indirectly owned in whole or in part by a
not or vehicl e manufacturer as of January 1, 2008, the principa
amount recei ved under a repurchase agreenent or other transaction
properly characterized as a | oan

(s) For a nortgage conpany, proceeds representing the
princi pal bal ance of |oans transferred or sold in the tax year. For
pur poses of this subdivision, "nortgage conpany” nmeans a person
that is |licensed under the nortgage brokers, |enders, and servicers
licensing act, 1987 PA 173, MCL 445.1651 to 445.1684, or the
secondary nortgage | oan act, 1981 PA 125, MCL 493.51 to 493.81, and
has greater than 90% of its revenues, in the ordinary course of
busi ness, fromthe origination, sale, or servicing of residential
nort gage | oans.

(2) "Insurance conpany” mnmeans an authorized insurer as defined
in section 106 of the insurance code of 1956, 1956 PA 218, MCL
500. 106.

(3) "Internal revenue code" neans the United States interna
revenue code of 1986 in effect on January 1, 2008 or, at the option
of the taxpayer, in effect for the tax year

(4) "Inventory" nmeans, except as provided in subdivision (d),
all of the follow ng:

(a) The stock of goods held for resale in the regular course
of trade of a retail or whol esal e business, including electricity
or natural gas purchased for resale.

(b) Finished goods, goods in process, and raw materials of a

manuf act uri ng busi ness purchased from anot her person.
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(c) For a person that is a new notor vehicle dealer |icensed
under the M chigan vehicle code, 1949 PA 300, MCL 257.1 to 257.923,
floor plan interest expenses for new notor vehicles. For purposes
of this subdivision, "floor plan interest” means interest paid that
finances any part of the person's purchase of new notor vehicle
inventory froma manufacturer, distributor, or supplier. However,
anounts attributable to any invoiced itens used to provide nore
favorabl e fl oor plan assistance to a person subject to the tax
i nposed under this act than to a person not subject to this tax is
considered interest paid by a manufacturer, distributor, or
supplier.

(d) I'nventory does not include either of the follow ng:

(i) Personal property under |ease or principally intended for
| ease rather than sale.

(i) Property allowed a deduction or allowance for depreciation
or depletion under the internal revenue code.

(5) "Oficer" means an officer of a corporation other than a
subchapter S corporation, including all of the foll ow ng:

(a) The chairperson of the board.

(b) The president, vice president, secretary, or treasurer of
the corporation or board.

(c) Persons performng simlar duties to persons described in
subdi vi sions (a) and (b).

Sec. 113. (1) "Partner" neans a partner or nenber of a
partnership

(2) "Partnership" nmeans a taxpayer that is required to or has

elegted to file as a partnership for federal inconme tax purposes.
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(3) "Person" neans an individual, firm bank, financia
institution, insurance conpany, limted partnership, limted
liability partnership, copartnership, partnership, joint venture,
associ ation, corporation, subchapter S corporation, limted
l[iability conpany, receiver, estate, trust, or any other group or
conbi nation of groups acting as a unit.

(4) "Professional enployer organization"” neans an organi zation
t hat provi des the nanagenent and adm ni stration of the human
resources of another entity by contractually assum ng substanti al
enpl oyer rights and responsibilities through a professional
enpl oyer agreenent that establishes an enployer relationship with
the | eased officers or enployees assigned to the other entity by
doing all of the follow ng:

(a) Maintaining a right of direction and control of enployees’
wor k, although this responsibility may be shared with the other
entity.

(b) Paying wages and enpl oynent taxes of the enployees out of
its own accounts.

(c) Reporting, collecting, and depositing state and federal
enpl oynent taxes for the enpl oyees.

(d) Retaining a right to hire and fire enpl oyees.

(5) Professional enployer organization is not a staffing
conpany as that termis defined in subsection (6).

(6) "Purchases fromother firns" nmeans all of the follow ng:

(a) Inventory acquired during the tax year, including freight,
shi ppi ng, delivery, or engineering charges included in the original

contyract price.
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(b) Assets, including the costs of fabrication and installation,
acquired during the tax year of a type that are, or under the interna
revenue code will becone, eligible for depreciation, anortization, or
accel erated capital cost recovery for federal income tax purposes.

(c) To the extent not included in inventory or depreciable
property, materials and supplies, including repair parts and fuel.

(d) For a staffing conmpany, conpensation of personnel supplied to
custoners of staffing conpanies. As used in this subdivision:

(i) "Conpensation" neans that term as defined under section 107
plus all payroll tax and worker's compensation costs.

(ii) "Staffing conmpany” neans a taxpayer whose business activities
are included in industry group 736 under the standard industrial
classification code as conpiled by the United States departnent of
| abor.

(e) For a person included in major group 15 under the standard
i ndustrial classification code as conpiled by the United States
departnent of | abor that does not qualify for a credit under section
417, services purchased for a construction project under a contract
specific to that project. Services do not include materials purchased
for or by the subcontractor for a contract.

(7) "Revenue m|e" neans the transportation for a
consideration of 1 net ton in weight or 1 passenger the distance of
1 mle.

Sec. 115. (1) "Sale" or "sal es" neans, except as provided in
subdi vision (d), the anobunts received by the taxpayer as
consideration fromthe foll ow ng:

(a) The transfer of title to, or possession of, property that
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is stock in trade or other property of a kind that would properly
be included in the inventory of the taxpayer if on hand at the
close of the tax period or property held by the taxpayer primarily
for sale to custonmers in the ordinary course of the taxpayer's
trade or business. For intangible property, the anpunts received
shall be limted to any gain received fromthe disposition of that
property.

(b) The performance of services that constitute business
activities.

(c) The rental, lease, |licensing, or use of tangible or
i ntangi bl e property, including interest, that constitutes business
activity.

(d) Any conbination of business activities described in
subdi visions (a), (b), and (c).

(e) For taxpayers not engaged in any other business
activities, sales include interest, dividends, and other incone
frominvestnment assets and activities and fromtradi ng assets and
activities.

(2) "Sharehol der” means a person who owns outstanding stock in
a business or is a nmenber of a business entity that files as a
corporation for federal incone tax purposes. An individual is
considered as the owner of the stock owned, directly or indirectly,
by or for famly nenbers as defined by section 318(a)(1) of the
i nternal revenue code.

(3) "State" nmeans any state of the United States, the District
of Col unbia, the Commonwealth of Puerto Rico, any territory or

posgession of the United States, and any foreign country, or a
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political subdivision of any of the foregoing.

(4) "Subchapter S corporation” nmeans a corporation electing
t axation under subchapter S or chapter 1 of subtitle A of the
i nternal revenue code, sections 1361 to 1379 of the interna
revenue code.

Sec. 117. (1) "Tangi bl e personal property"” means that term as
defined in section 2 of the use tax act, 1937 PA 94, MCL 205.92.

(2) "Tax" means the tax inposed under this act, including
interest and penalties under this act, unless the termis given a
nore limted neaning in the context of this act or a provision of
this act.

(3) "Tax-exenpt person” means an organi zation that is exenpt
fromfederal income tax under section 501(a) of the interna
revenue code, and a partnership, limted liability conmpany, joint
vent ure, unincorporated association, or other group or conbination
of organizations acting as a unit if all such organizations are
exenpt from federal incone tax under section 501(a) of the interna
revenue code and if all activities of the unit are exclusively
related to the charitable, educational, or other purposes or
functions that are the basis for the exenption of such
organi zations from federal income tax, except the follow ng:

(a) An organi zation exenpt under section 501(c)(12) or (16) of
the internal revenue code.

(b) An organi zati on exenpt under section 501(c)(4) of the
i nternal revenue code that woul d be exenpt under section 501(c)(12)
of the internal revenue code but for its failure to neet the

requi renent in section 501(c)(12) that 85% or nore of its incone
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must consi st of anounts collected from nmenbers.

(4) "Tax year" neans the cal endar year, or the fiscal year
endi ng during the cal endar year, upon the basis of which the tax
base of a taxpayer is conputed under this act. If a return is nade
for a fractional part of a year, tax year neans the period for
which the return is nade. Except for the first return required by
this act, a taxpayer's tax year is for the sanme period as is
covered by its federal income tax return. A taxpayer that has a 52-
or 53-week tax year begi nning not nore than 7 days before Decenber
31 of any year is considered to have a tax year begi nning after
Decenber of that tax year.

(5) "Taxpayer" neans a person or a unitary business group
liable for a tax, interest, or penalty under this act.

(6) "Unitary business group” neans a group of United States
persons, other than a foreign operating entity, 1 of which ows or
controls, directly or indirectly, nore than 50% of the ownership
interest with voting rights or ownership interests that confer
conparable rights to voting rights of the other United States
persons, and that has business activities or operations which
result in a flow of value between or anong persons included in the
uni tary business group or has business activities or operations
that are integrated with, are dependent upon, or contribute to each
ot her. For purposes of this subsection, flow of value is determ ned
by reviewing the totality of facts and circunstances of business
activities and operations.

(7) "United States person” neans that termas defined in

secttion 7701(a)(30) of the internal revenue code.
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(8) "Unrel ated business activity" nmeans, for a tax-exenpt
person, business activity directly connected with an unrel ated
trade or business as defined in section 513 of the internal revenue
code.

CHAPTER 2

Sec. 200. (1) Except as otherw se provided in this act or
under subsection (2), a taxpayer has substantial nexus in this
state and is subject to the tax inposed under this act if the
t axpayer has a physical presence in this state for a period of nore
than 1 day during the tax year or if the taxpayer actively solicits
sales in this state and has gross recei pts of $350,000. 00 or nore
sourced to this state.

(2) As used in this section, "physical presence" neans any
activity conducted by the taxpayer or on behalf of the taxpayer by
t he taxpayer's enpl oyee, agent, or independent contractor acting in
a representative capacity. Physical presence does not include the
activities of professionals providing services in a professional
capacity or other service providers if the activity is not
significantly associated with the taxpayer's ability to establish
and maintain a market in this state.

Sec. 201. (1) Except as otherw se provided in this act, there
is levied and i nposed a business incone tax on every taxpayer wth
busi ness activity within this state unless prohibited by 15 USC 381
to 384. The business inconme tax is inposed on the business incone
tax base, after allocation or apportionnment to this state, at the
rate of 4.95%

(2) The business incone tax base means a taxpayer's busi ness
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i ncome subject to the follow ng adjustnments, before allocation or
apportionnent, and the adjustnents in subsections (3) and (4) after
al l ocation or apportionment:

(a) Add interest income and dividends derived from obligations
or securities of states other than this state, in the sanme anount
t hat was excluded from federal taxable inconme, |less the related
portion of expenses not deducted in conputing federal taxable
i ncone because of sections 265 and 291 of the internal revenue
code.

(b) Add all taxes on or neasured by net inconme and the tax
i nposed under this act to the extent the taxes were deducted in
arriving at federal taxable incone.

(c) Add any carryback or carryover of a net operating |oss
incurred after Decenber 31, 2007 to the extent deducted in arriving
at federal taxable incone.

(d) To the extent included in federal taxable incone, deduct
di vi dends and royalties received from persons other than United
St at es persons, including, but not [imted to, anounts determ ned
under section 78 of the internal revenue code or sections 951 to
964 of the internal revenue code.

(e) To the extent included in federal taxable inconme, add the
| oss or subtract the incone fromthe business incone tax base that
is attributable to another entity whose business activities are
t axabl e under this section or would be subject to the tax under
this section if the business activities were in this state.

(f) Except as otherw se provided under this subdivision, to

t het extent deducted arriving at federal taxable inconme, add any
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royalty, interest, or other expense paid to a person related to the
t axpayer by ownership or control for the use of an intangible asset
if the person is not included in the taxpayer's unitary busi ness
group. Any royalty, interest, or other expense described under this
subdi vi sion shall not be added if the taxpayer can denonstrate that
the transacti on has a nontax business purpose, is conducted with
arm s-length pricing and rates as described in 26 USC 482, and
satisfies 1 of the follow ng:

(i) I's a pass through of another transaction between a third
party.

(i) Results in double taxation. For purposes of this
subpar agr aph, doubl e taxation exists if the taxpayer is subject to
tax in another jurisdiction.

(1ii) I's unreasonable as determ ned by the treasurer and the
t axpayer.

(g) To the extent included in federal taxable incone, for a
noncorporate entity deduct interest income derived from United
St at es obligations.

(h) For the 2008 tax year, if the book-tax difference results
in a deferred liability, account for the book-tax difference as an
asset on the taxpayer's books and records. For each tax year after
the 2008 tax year, adjust to the extent necessary to reflect a 10-
year anortization of the book-tax difference for each qualifying
asset on the taxpayer's books and records, in equal installnments
over each of the 10 tax years beginning with the 2013 tax year. |If
t he adj ustnent under this subdivision is greater than the

t axpayer's busi ness incone tax base, any adjustnent that is unused
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may be carried forward and applied as an adjustnent to the
t axpayer's busi ness incone before apportionnment in future years. As
used in this subdivision:

(i) "Book-tax difference" neans the difference, if any, between
t he taxpayer's qualifying asset's net book val ue shown on the
t axpayer's books and records on Decenber 31, 2007, and the
qgual i fying asset's adjusted federal tax basis on Decenber 31, 2007.

(i) "Qualifying asset” nmeans any asset shown on the taxpayer's
books and records on Decenber 31, 2007, in accordance with
general ly accepted accounting principles.

(i) To the extent included in federal taxable incone, deduct
80% of any earnings that are net earnings from self-enploynent as
defi ned under section 1402 of the internal revenue code of the
t axpayer or a partner or limted liability conpany nenber of the
t axpayer.

(3) Deduct any avail abl e business loss. As used in this
subsection, "business |oss" neans a negative business incomne
t axabl e amount after allocation or apportionnment. The business | oss
shall be carried forward to the year inmediately succeeding the
| oss year as an offset to the allocated or apportioned business
i ncome tax base, then successively to the next 9 taxable years
following the |l oss year or until the loss is used up, whichever
occurs first, but for not nore than 10 taxable years after the |oss
year.

(4) The business incone tax base of a unitary business group
is the sumof the business incone tax base of each person, other

thah a foreign operating entity or a person subject to the tax
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under chapter 2A or 2B, included in the unitary business group |ess
any itenms of incone and rel ated deductions arising from
transactions including dividends between persons included in the
unitary busi ness group.

Sec. 203. (1) Except as otherwi se provided in this act, there
is levied and i nposed a nodified gross receipts tax on every
t axpayer with nexus as determ ned under section 200. The nodified
gross receipts tax is inposed on the nodified gross receipts tax
base, after allocation or apportionnent to this state at a rate of
0. 80%

(2) The tax levied and i nposed under this section is upon the
privilege of doing business and not upon incone or property.

(3) The nodified gross receipts tax base neans a taxpayer's
gross receipts | ess purchases fromother firns before apportionnment
under this act.

(4) For the 2008 tax year, deduct 65% of any renaining
busi ness | oss carryforward cal cul ated under section 23b(h) of
former 1975 PA 228 that was actually incurred in the 2006 or 2007
tax year to the extent not deducted in tax years begi nning before
January 1, 2008. A deduction under this subsection shall not
i ncl ude any business | oss carryforward that was incurred before
January 1, 2006. If the taxpayer is a unitary business group, the
busi ness | oss carryforward under this subsection may only be
deduct ed agai nst the nodified gross receipts tax base of that
person included in the unitary business group calculated as if the
person was not included in the unitary business group

Sec. 207. (1) Except as otherw se provided in this section,
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the followi ng are exenpt fromthe tax inposed by this act:

(a) The United States, this state, other states, and the
agenci es, political subdivisions, and enterprises of the United
States, this state, and other states.

(b) A person who is exenpt fromfederal income tax under the
internal revenue code, and a partnership, limted liability
conmpany, joint venture, general partnership, limted partnershinp,
uni ncor por ated associ ation, or other group or conbination of
entities acting as a unit if the activities of the entity are
exclusively related to the charitable, educational, or other
purpose or function that is the basis for the exenption under the
i nternal revenue code from federal incone taxation of the partners
or nmenbers and if all of the partners or nenbers of the entity are
exenpt from federal inconme tax under the internal revenue code,
except the follow ng:

(1) An organi zation included under section 501(c)(12) or
501(c)(16) of the internal revenue code.

(1) An organi zation exenpt under section 501(c)(4) of the
i nternal revenue code that woul d be exenpt under section 501(c)(12)
of the internal revenue code except that it failed to neet the
requi renents in section 501(c)(12) that 85% or nore of its incone
consi st of anmobunts collected from nenbers.

(iii) The tax base attributable to the activities giving rise to
t he unrel ated taxabl e busi ness i nconme of an exenpt person.

(c) A nonprofit cooperative housing corporation. As used in
this subdivision, "nonprofit cooperative housing corporation” mnmeans

a cqgoperative housing corporation that is engaged in providing
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housi ng services to its stockhol ders and nenbers and that does not
pay dividends or interest on stock or menbership investnment but
that does distribute all earnings to its stockhol ders or nenbers.
The exenption under this subdivision does not apply to a business
activity of a nonprofit cooperative housing corporation other than
provi di ng housing services to its stockhol ders and nenbers.

(d) That portion of the tax base attributable to the
production of agricultural goods by a person whose primary activity
is the production of agricultural goods. "Production of
agricultural goods" neans conmmercial farm ng, including, but not
limted to, cultivation of the soil; growing and harvesting of an
agricultural, horticultural, or floricultural comodity; dairying;
rai sing of |ivestock, bees, fish, fur-bearing animals, or poultry;
or turf or tree farm ng, but does not include the nmarketing at
retail of agricultural goods except for sales of nursery stock
grown by the seller and sold to a nursery deal er |icensed under
section 9 of the insect pest and plant disease act, 1931 PA 189,
MCL 286. 209.

(e) Except as provided in subsection (2), a farners
cooperative corporation organized within the limtations of section
98 of 1931 PA 327, MCL 450.98, that was at any tinme exenpt under
subdi vi sion (b) because the corporation was exenpt from federal
i ncone taxes under section 521 of the internal revenue code and
that woul d continue to be exenpt under section 521 of the interna
revenue code except for either of the followi ng activities:

(i) The corporation's repurchase from nonproducer custoners of

portti ons or conponents of comodities the corporation markets to
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t hose nonproducer customers and the corporation's subsequent
manuf acturing or marketing of the repurchased portions or
conmponents of the commodities.

(ii) The corporation's incidental or energency purchases of
commodi ties from nonproducers to facilitate the manufacturing or
mar ket i ng of conmodities purchased from producers.

(f) That portion of the tax base attributable to the direct
and indirect marketing activities of a farners' cooperative
corporation organized within the limtations of section 98 of 1931
PA 327, MCL 450.98, if those marketing activities are provided on
behal f of the nmenbers of that corporation and are related to the
menbers' direct sales of their products to third parties or, for
livestock, are related to the nenbers' direct or indirect sales of
that product to third parties. Marketing activities for a product
that is not |ivestock are not exenpt under this subdivision if the
farmers' cooperative corporation takes physical possession of the
product. As used in this subdivision, "marketing activities" neans
activities that include, but are not limted to, all of the
fol | ow ng:

(1) Activities under the agricultural commodities marketing
act, 1965 PA 232, MCL 290.651 to 290.674, and the agricul tural
mar ket i ng and bargai ning act, 1972 PA 344, MCL 290. 701 to 290. 726.

(i) Di ssem nation of market information.

(i) Establishment of price and other terns of trade.

(iv) Pronoti on.

(v) Research relating to nmenbers' products.

(g) That portion of the tax base attributable to the services
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provi ded by an attorney-in-fact to a reciprocal insurer pursuant to
chapter 72 of the insurance code of 1956, 1956 PA 218, MCL 500. 7200
to 500. 7234.

(h) That portion of the tax base attributable to a nultiple
enpl oyer wel fare arrangenent that provides dental benefits only and
that has a certificate of authority under chapter 70 of the
i nsurance code of 1956, 1956 PA 218, MCL 500. 7001 to 500. 7090.

(2) Subsection (1)(e) does not exenpt a farners' cooperative
corporation if the total dollar value of the farners' cooperative
corporation's incidental and energency purchases described in
subsection (1)(e)(ii) are equal to or greater than 5% of the
corporation's total purchases.

(3) Except as otherwi se provided in this section, a farners
cooperative corporation that is structured to allocate net earnings
in the formof patronage dividends as defined in section 1388 of
the internal revenue code to its farner or farner cooperative
corporation patrons shall exclude fromits adjusted tax base the
revenue and expenses attributable to business transacted with its
farmer or farmer cooperative corporation patrons.

(4) As used in subsection (1)(b), "exclusively" neans that
termas applied for purposes of section 501(c)(3) of the internal
revenue code.

CHAPTER 2A

Sec. 235. (1) Each insurance conpany shall pay a tax
determ ned under this chapter.

(2) The tax inposed by this chapter on each insurance conpany

shalfl be a tax equal to 1.25% of gross direct premuns witten on
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property or risk located or residing in this state. Direct prem ums
do not include any of the follow ng:

(a) Prem uns on policies not taken.

(b) Returned prem unms on cancel ed policies.

(c) Receipts fromthe sale of annuities.

(d) Receipts on reinsurance premuns if the tax has been paid
on the original premuns.

(e) The first $190, 000, 000.00 of disability insurance prem uns
witten in this state, other than credit insurance and disability
i ncome insurance prem uns, of each insurance conpany subject to tax
under this chapter. This exenption shall be reduced by $2.00 for
each $1.00 by which the insurance conpany's gross direct prem uns
frominsurance carrier services in this state and outside this
state exceed $280, 000, 000. 00.

(3) The tax cal cul ated under this chapter is in lieu of all
other privilege or franchise fees or taxes inposed by this act or
any other law of this state, except taxes on real and personal
property, taxes collected under the general sales tax act, 1933 PA
167, MCL 205.1 to 205.78, and taxes collected under the use tax
act, 1937 PA 94, MCL 205.91 to 205.111, and except as otherw se
provided in the insurance code of 1956, 1956 PA 218, MCL 500.100 to
500. 8302.

Sec. 237. (1) An insurance conpany may claima credit against
the tax inposed under this chapter in the follow ng anounts:

(a) Anpunts paid to the Mchigan worker's conpensati on
pl acenent facility pursuant to chapter 23 of the insurance code of

, 1956 PA 218, MCL 500. 2301 to 500. 2352.
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(b) Anpunts paid to the Mchigan basic property insurance
associ ation pursuant to chapter 29 of the insurance code of 1956,
1956 PA 218, MCL 500. 2901 to 500. 2954.

(c) Anpunts paid to the M chigan autonobile insurance
pl acement facility pursuant to chapter 33 of the insurance code of
1956, 1956 PA 218, MCL 500.3301 to 500. 3390.

(d) Anpunts paid to the property and casualty guaranty
associ ation pursuant to chapter 79 of the insurance code of 1956,
1956 PA 218, MCL 500. 7901 to 500. 7949.

(e) Anpunts paid to the Mchigan Iife and heal th guaranty
associ ation pursuant to chapter 77 of the insurance code of 1956,
1956 PA 218, MCL 500. 7701 to 500. 7780.

(2) The assessnents of an insurance conpany fromthe
i mredi ately preceding tax year shall be used in calculating the
credits allowed under this section for each tax year

Sec. 239. (1) An insurance conpany shall be allowed a credit
agai nst the tax inposed under this chapter in an anount equal to
50% of the exam nation fees paid by the insurance conpany during
the tax year pursuant to section 224 of the insurance code of 1956,
1956 PA 218, MCL 500. 224.

(2) An insurance conpany that does not make any of the
paynments descri bed under section 237(1)(a) through (d) may claima
credit against the tax inposed under this act as provi ded under
section 403(2), not to exceed 65% of the insurance conpany's tax
liability for the tax year after claimng the other credits all owed
by this chapter.

Sec. 241. (1) For anmpbunts paid pursuant to section 352 of the
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worker's disability conpensation act of 1969, 1969 PA 317, MCL

418. 352, an insurance conpany subject to the worker's disability
conpensation act of 1969, 1969 PA 317, MCL 418.101 to 418.941, may
claima credit against the tax inposed under this chapter for the
tax year in an anount equal to the anount paid during that tax year
by the insurance conpany pursuant to section 352 of the worker's

di sability conmpensation act of 1969, 1969 PA 317, MCL 418. 352, as
certified by the director of the bureau of worker's disability
conmpensati on pursuant to section 391(6) of the worker's disability
conpensation act of 1969, 1969 PA 317, MCL 418. 391.

(2) An insurance conpany claimng a credit under this section
may claima portion of the credit all owed under this section equal
to the paynents nade during a cal endar quarter pursuant to section
352 of the worker's disability conpensation act of 1969, 1969 PA
317, MCL 418. 352, against the estinmated tax paynments made under
section 501. Any credit in excess of an estinmated paynent shall be
refunded to the insurance conpany on a quarterly basis within 60
cal endar days after receipt of a properly conpleted estinmated tax
return. Any subsequent increase or decrease in the anount clained
for paynments nmade by the insurance conpany shall be reflected in
the amount of the credit taken for the cal endar quarter in which
t he anmount of the adjustnent is finalized.

(3) The credit under this section is in addition to any other
credits the insurance conpany is eligible for under this act.

(4) Any anount of the credit under this section that is in

excess of the tax liability of the insurance conpany for the tax

be refunded, wi thout interest, by the departnment to the
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i nsurance conpany within 60 cal endar days of receipt of a properly
conpl eted annual return required under this act.

Sec. 243. (1) An insurance conpany is subject to the tax
i nposed by this chapter or by section 476a of the insurance code of
1956, 1956 PA 218, MCL 500.476a, if applicable, whichever is
greater.

(2) The tax year of an insurance conpany is the cal endar year.

(3) Notwi t hstandi ng section 505, an insurance conpany shal
file the annual return required under this act before March 2 after
the end of the tax year, and an automatic extension under section
505(4) is not avail abl e.

(4) For the purpose of calculating an estimted paynent
required by section 501, the greater of the amount of tax inposed
on an insurance conpany under this chapter or under section 476a of
t he i nsurance code of 1956, 1956 PA 218, MCL 500.476a, shall be
considered the insurance conpany's tax liability for the
i mredi ately preceding tax year

(5) The requirenents of section 28(1)(f) of 1941 PA 122, MCL
205. 28, that prohibit an enployee or authorized representative of,
a former enployee or authorized representative of, or anyone
connected with the department fromdivul ging any facts or
i nformati on obtained in connection with the adm nistration of a
tax, do not apply to disclosure of a tax return required by this
secti on.

CHAPTER 2B

Sec. 261. As used in this chapter:

(a) "Billing address” neans the location indicated in the
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books and records of the financial institution on the first day of
the tax year or on a |later date in the tax year when the custoner
rel ati onshi p began as the address where any notice, statenent, or
bill relating to a custonmer's account is mail ed.

(b) "Borrower is located in this state" or "credit card hol der
is located in this state" means a borrower, other than a credit
card holder, that is engaged in a trade or business which naintains
its coomercial domicile in this state, or a borrower that is not
engaged in a trade or business or a credit card hol der whose
billing address is in this state.

(c) "Conmercial domcile" nmeans the headquarters of the trade
or business, that is the place fromwhich the trade or business is
principally managed and directed, or if a financial institution is
organi zed under the laws of a foreign country, of the conmmonweal th
of Puerto Rico, or any territory or possession of the United
States, such financial institution's commercial domcile shall be
deened for the purposes of this chapter to be the state of the
United States or the District of Colunbia fromwhich such financial
institution's trade or business in the United States is principally
managed and directed. It shall be presuned, subject to rebuttal,
that the location fromwhich the financial institution's trade or
business is principally managed and directed is the state of the
United States or the District of Colunbia to which the greatest
nunber of enployees are regularly connected or out of which they
are working, irrespective of where the services of such enpl oyees
are perfornmed, as of the last day of the tax year.

(d) "Credit card" nmeans a credit, travel, or entertainnent
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card.

(e) "Credit card issuer's reinbursenent fee" neans the fee a
financial institution receives froma nmerchant's bank because 1 of
the persons to whomthe financial institution has issued a credit
card has charged nerchandi se or services to the credit card.

(f) "Financial institution” means any of the follow ng:

(1) A bank hol ding conpany, a national bank, a state chartered
bank, an office of thrift supervision chartered bank or thrift
institution, or a savings and | oan hol di ng conpany.

(i) Any subsidiary, other than an insurance conpany subject to
the tax inmposed under chapter 2A, of an entity described in
subpar agr aph (i).

(iii) A unitary business group of entities described in
subpar agraph (i) or (ii), or both.

(g) "Gross business" neans the sumof the follow ng | ess
transacti ons between those entities included in a unitary business
group:

(1) Fees, conm ssions, or other conpensation for financi al
servi ces.

(i) Net gains, not less than zero, fromthe sale of |oans and
ot her intangi bl es.

(iii) Net gains, not less than zero, fromtrading in stocks,
bonds, or other securities.

(iv) Interest charged to customers for carrying debit bal ances
of margi n accounts.

(v) Interest and dividends received.

(vi) Any other gross proceeds resulting fromthe operation as a
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financial institution.

(h) "Loan" nmeans any extension of credit resulting fromdirect
negoti ati ons between the financial institution and its custoner, or
t he purchase, in whole or in part, of such extension of credit from
anot her. Loans include participations, syndications, and | eases
treated as | oans for federal inconme tax purposes. Loans shall not
i nclude properties treated as | oans under section 595 of the
internal revenue code, futures or forward contracts, options,
notional principal contracts such as swaps, credit card
recei vabl es, including purchased credit card rel ati onshi ps, non-

i nt erest-bearing bal ances due fromdepository institutions, cash
items in the process of collection, federal funds sold, securities
purchased under agreenents to resell, assets held in a trading
account, securities, interests in a real estate nortgage investnent
conduit, or other nortgage-backed or asset-backed security, and
other simlar itens.

(i) "Loan secured by real property" nmeans that 50% or nore of
t he aggregate value of the collateral used to secure a | oan or
ot her obligation, when valued at fair market value as of the tine
the original |oan or obligation was incurred, was real property.
(j) "Merchant discount” nmeans the fee or negotiated di scount
charged to a nmerchant by the financial institution for the
privilege of participating in a programwhereby a credit card is
accepted in paynent for nerchandi se or services sold to the credit
card hol der.

(k) "M chigan obligations" neans a bond, note, or other

obl itgati on i ssued by a governnmental unit described in section 3 of
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the shared credit rating act, 1985 PA 227, MCL 141.1053.

() "Participation” means an extension of credit in which an
undi vi ded ownership interest is held on a pro rata basis in a
single loan or pool of loans and related collateral. In a |oan
participation, the credit originator initially nmakes the | oan and
t hen subsequently resells all or a portion of it to other |enders.
The participation nmay or may not be known to the borrower.

(m "Principal base of operation”, with respect to
transportation property, nmeans the place of nore or |ess pernmanent
nature fromwhich said property is regularly directed or
controlled. Wth respect to an enpl oyee, the principal base of
operations nmeans the place of nore or | ess pernmanent nature from
whi ch the enpl oyee regularly does any of the follow ng:

(i) Starts his or her work and to which he or she customarily
returns in order to receive instructions fromhis or her enployer

(i) Communi cates with his or her custoners or other persons.

(1ii) Perforns any other functions necessary to the exercise of
his or her trade or profession at some other point or points.

(n) "Real property owned" and "tangi bl e personal property
owned" nean real and tangi bl e personal property respectively on
which the financial institution may clai mdepreciation for federal
i ncome tax purposes or to which the financial institution holds
legal title and on which no other person may cl ai mdepreciation for
federal incone tax purposes or could claimdepreciation if subject
to federal income tax. Real and tangi bl e personal properties do not
i nclude coin, currency, or property acquired in lieu of or pursuant

to f or ecl osure.
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(o) "Regul ar pl ace of business” nmeans an office at which the
financial institution carries on its business in a regular and
systemati ¢ manner and which is continuously naintained, occupied,
and used by enpl oyees of the financial institution. The financial
institution shall have the burden of proving that an investnent
asset or activity or trading asset or activity was properly
assigned to a regular place of business outside of this state by
denonstrating that the day-to-day decisions regarding the asset or
activity occurred at a regul ar place of business outside this
state. Wiere the day-to-day decisions regarding an investnent asset
or activity or trading asset or activity occur at nore than 1
regul ar place of business and 1 such regul ar place of business is
in this state and 1 such regul ar place of business is outside this
state, such asset or activity shall be considered to be | ocated at
the regul ar place of business of the financial institution where
the investnent or trading policies or guidelines with respect to
the asset or activity are established. Unless the financi al
institution denonstrates to the contrary, such policies and
gui delines shall be presuned to be established at the conmerci al
dom cile of the financial institution.

(p) "Rolling stock”™ nmeans railroad frei ght or passenger cars,
| oconotives, or other rail cars.

(g) "Syndication" nmeans an extension of credit in which 2 or
nore persons finance the credit and each person is at risk only up
to a specified percentage of the total extension of the credit or
up to a specified dollar amount.

(r) "Transportation property"” means vehicles and vessels
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capabl e of noving under their own power, such as aircraft, trains,
wat er vessels, and notor vehicles, as well as any equi pment or
containers attached to such property, such as rolling stock
barges, or trailers.

(s) "United States obligations" neans all obligations of the
United States exenpt fromtaxation under 31 USC 3124(a) or exenpt
under the United States constitution or any federal statute,

i ncluding the obligations of any instrunentality or agency of the
United States that are exenpt fromstate or |ocal taxation under
the United States constitution or any statute of the United States.

Sec. 263. (1) Every financial institution with nexus in this
state as determ ned under section 200 is subject to a franchise
tax. The franchise tax is inposed upon the tax base of the
financial institution as determ ned under section 265 after
al l ocation or apportionnment to this state, at the rate of 0.235%

(2) The tax under this chapter is in lieu of the tax |evied
and i nposed under chapter 2 of this act.

Sec. 265. (1) For a financial institution, tax base neans the
financial institution's net capital. Net capital nmeans equity
capi tal as computed in accordance with generally accepted
accounting principles |l ess goodw Il arising from purchase
accounting adjustnents for transactions that occurred after
Decenber 31, 2007, and the book value of United States obligations
and M chigan obligations. If the financial institution does not
mai ntain its books and records in accordance with generally
accepted accounting principles, net capital shall be conmputed in

accagrdance with the books and records used by the financi al

801325 O7n¢Hid) Draft 3 KAO



© 00 N o o0 A~ W N PP

N NN N N N NN R P P R R P P R Rk R
N~ o o0 A WO N P O ©O 0N OO 0o~ WOWDN O

35

institution, so long as the method fairly reflects the financial
institution's net capital for purposes of the tax levied by this
chapter. Net capital does not include up to 110% of the m ni mum
regul atory capitalization requirenents of a person subject to the
tax i nmposed under chapter 2A

(2) Net capital shall be determ ned by adding the financia
institution's net capital for the current tax year and preceding 4
cal endar years and dividing the resulting sumby 5. If a financial
institution has not been in existence for a period of 5 cal endar
years, net capital shall be determ ned by adding together the
financial institution's net capital for the nunber of cal endar
years the financial institution has been in existence and dividing
the resulting sumby the nunber of years the financial institution
has been in existence. For purposes of this section, a partial year
shall be treated as a full year.

(3) For purposes of this section, each of the foll ow ng
appl i es:

(a) A change in identity, form or place of organization of 1
financial institution shall be treated as if a single financial
institution had been in existence for the entire tax year in which
t he change occurred and each tax year after the change.

(b) The conbination of 2 or nore financial institutions into 1
shall be treated as if the constituent financial institutions had
been a single financial institution in existence for the entire tax
year in which the conbination occurred and each tax year after the
conbi nation, and the book val ues and deductions for United States

obl itgati ons and M chi gan obligations of the constituent
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institutions shall be conbined. A conbination shall include any
acquisition required to be accounted for by the surviving financi al
institution in accordance with generally accepted accounting
principles or a statutory nmerger or consolidation.

Sec. 267. (1) Except as otherw se provided under this chapter,
the tax base of a financial institution whose business activities
are confined solely to this state shall be allocated to this state.
The tax base of a financial institution whose business activities
are subject to tax both within and outside this state shall be
apportioned to this state by multiplying the tax base by the gross
busi ness factor.

(2) Afinancial institution whose business activities are
subject to tax both within and outside of this state is subject to
tax in another state in either of the follow ng circunstances:

(a) The financial institution is subject to a business
privilege tax, a net incone tax, a franchise tax nmeasured by net
income, a franchise tax for the privilege of doing business, or a
corporate stock tax or a tax of the type inposed under this act in
t hat state.

(b) That state has jurisdiction to subject the financial
institution to 1 or nore of the taxes listed in subdivision (a)
regardl ess of whether that state does or does not subject the
financial institution to that tax.

(3) Except as otherw se provided in subsection (4), the gross
busi ness factor is a fraction, the nunmerator of which is the total
gross business of the financial institution in this state during

t he it ax year and the denom nator of which is the total gross
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busi ness of the financial institution everywhere during the tax
year.

(4) Except as otherw se provided under this subsection, for a
financial institution that is included in a unitary business group,
gross business includes gross business in this state of every
financial institution included in the unitary business group
wi thout regard to whether the financial institution has nexus in
this state. Gross business between financial institutions included
in aunitary business group nust be elimnated in calculating the
gross busi ness factor.

Sec. 269. Goss business in this state of the financial
institution is determ ned as foll ows:

(a) Receipts fromcredit card receivabl es including wthout
[imtation interest and fees or penalties in the nature of interest
fromcredit card receivables and receipts fromfees charged to
credit card holders such as annual fees are in this state if the
billing address of the credit card holder is located in this state.

(b) Credit card issuer's reinbursenment fees are in this state
if the billing address of the credit card holder is located in this
state.

(c) Receipts frommerchant discounts are in this state if the
conmmercial domcile of the nerchant is in this state.

(d) Loan servicing fees are in this state under any of the
foll owi ng circunstances:

(1) For a loan secured by real property, if the real property
for which the loan is secured is in this state.

(i) For a loan secured by real property, if the real property
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for which the loan is secured is located both within and w thout
this state and 1 or nore other states and nore than 50% of the fair
mar ket val ue of the real property is located in this state.

(iii) For a loan secured by real property, if nmore than 50% of
the fair market value of the real property for which the loan is
secured is not located within any 1 state but the borrower is
| ocated in this state.

(iv) For a loan not secured by real property, the borrower is
| ocated in this state.

(e) Receipts fromservices are in this state if the recipient
of the services receives all of the benefit of the services in this
state. If the recipient of the services receives sone of the
benefit of the services in this state, the receipts are included in
t he nunerator of the apportionnent factor in proportion to the
extent that the recipient receives benefit of the services in this
state.

(f) Receipts frominvestnent assets and activities and trading
assets and activities, including interest and dividends, are in
this state if the financial institution's custoner is in this
state. If the location of the financial institution's custoner
cannot be determ ned, both of the foll ow ng:

(1) Interest, dividends, and other inconme frominvestnent
assets and activities and fromtradi ng assets and activities,
including, but not limted to, investnent securities; trading
account assets; federal funds; securities purchased and sol d under
agreenents to resell or repurchase; options; futures contracts;

rd contracts; notional principal contracts such as swaps;
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equities; and foreign currency transactions are in this state if

t he average val ue of the assets is assigned to a regular place of
busi ness of the taxpayer within this state. Interest from federal
funds sold and purchased and from securities purchased under resale
agreenments and securities sold under repurchase agreenents are in
this state if the average val ue of the assets is assigned to a
regul ar place of business of the taxpayer within this state. The
anount of receipts and other income frominvestnent assets and
activities is inthis state if assets are assigned to a regul ar

pl ace of business of the taxpayer within this state.

(i) The amount of receipts fromtrading assets and activities,
including, but not limted to, assets and activities in the matched
book, in the arbitrage book, and foreign currency transactions, but
excl udi ng anmobunts otherwi se sourced in this section, are in this
state if the assets are assigned to a regular place of business of
the taxpayer within this state.

(g) Interest charged to custoners for carrying debit bal ances
on margi n accounts w thout deduction of any costs incurred in
carrying the accounts is in this state if the custonmer is |ocated
inthis state.

(h) Interest fromloans secured by real property is in this
state if the property is located in this state, if the property is
| ocated both within this state and 1 or nore other states and nore
than 50% of the fair market value of the real property is |ocated
inthis state, and if nore than 50% of the fair market val ue of the
real property is not located within any 1 state but the borrower is

located in this state.
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(i) Interest fromloans not secured by real property is in
this state if the borrower is located in this state.

(j) Interest fromfederal funds sold and purchased and from
securities purchased under resale agreenents and securities sold
under repurchase agreenents is in this state if the agreements are
assigned to a regular place of business of the financia
institution within this state.

(k) Gross proceeds fromthe sale of |oans secured by real
property or nortgage service rights relating to real property are
inthis state if the property is in this state, if the property is
| ocated both within this state and 1 or nore other states and nore
than 50% of the fair market value of the real property is |ocated
within this state, or if nore than 50% of the fair market val ue of
the real property is not located in any 1 state, but the borrower
is located in this state.

() Gross proceeds fromthe sale of |oans not secured by rea
property or any other intangible assets are in this state if the
borrower or depositor is located in this state.

(m Receipts fromthe | ease of real property are in this state
if the property is located in this state.

(n) Receipts fromthe | ease of tangi bl e personal property are
inthis state if the property is located in this state when it is
first placed in service by the |essee.

(0) Receipts fromthe | ease of transportation tangible
personal property are in this state if the property is used in this
state or if the extent of use of the property within this state

cannot be determ ned but the property has its principal base of
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operations within this state.
CHAPTER 3

Sec. 301. (1) Except as otherw se provided in this act, each
t ax base established under this act shall be apportioned in
accordance with this chapter.

(2) Each tax base of a taxpayer whose business activities are
confined solely to this state shall be allocated to this state.
Each tax base of a taxpayer whose business activities are subject
to tax both within and outside of this state shall be apportioned
to this state by multiplying each tax base by the sales factor
cal cul ated under section 303.

(3) A taxpayer whose business activities are subject to tax
both within and outside of this state is subject to tax in another
state in either of the foll ow ng circunstances:

(a) The taxpayer is subject to a business privilege tax, a net
income tax, a franchise tax nmeasured by net incone, a franchise tax
for the privilege of doing business, or a corporate stock tax or a
tax of the type inposed under this act in that state.

(b) That state has jurisdiction to subject the taxpayer to 1
or nore of the taxes listed in subdivision (a) regardl ess of
whet her that state does or does not subject the taxpayer to that
t ax.

Sec. 303. (1) Except as otherw se provided in subsection (2)
and section 311, the sales factor is a fraction, the nunerator of
which is the total sales of the taxpayer in this state during the
tax year and the denom nator of which is the total sales of the

t axgayer everywhere during the tax year.
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(2) Except as otherw se provided under this subsection, for a
taxpayer that is a unitary business group, sales include sales in
this state of every person included in the unitary business group
wi t hout regard to whether the person has nexus in this state. Sales
bet ween persons included in a unitary business group nust be
elimnated in calculating the sales factor.

Sec. 305. (1) Sales of the taxpayer in this state are
determ ned as foll ows:

(a) Sales of tangible personal property are in this state if
the property is shipped or delivered, or, in the case of
electricity and gas, the contract requires the property to be
shi pped or delivered, to any purchaser within this state based on
the ultimte destination at the point that the property comes to
rest regardl ess of the free on board point or other conditions of
t he sal es.

(b) Receipts fromthe sale, |ease, rental, or |icensing of
real property are in this state if that property is located in this
state.

(c) Receipts fromthe | ease or rental of tangible personal
property are sales in this state to the extent that the property is
utilized in this state. The extent of utilization of tangible
personal property in this state is determ ned by nmultiplying the
recei pts by a fraction, the nunerator of which is the nunber of
days of physical |ocation of the property in this state during the
| ease or rental period in the tax year and the denom nator of which
is the nunber of days of physical |ocation of the property

evef ywhere during all |lease or rental periods in the tax year. If
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t he physical |ocation of the property during the | ease or rental
peri od is unknown or cannot be determ ned, the tangible personal
property is utilized in the state in which the property was | ocated
at the tine the | ease or rental payer obtained possession

(d) Receipts fromthe |lease or rental of nobile transportation
property owned by the taxpayer are in this state to the extent that
the property is used in this state. The extent an aircraft will be
deened to be used in this state and the anmount of receipts that is
to be included in the nunerator of this state's sales factor is
determned by multiplying all the receipts fromthe | ease or rental
of the aircraft by a fraction, the nunerator of the fraction is the
nunber of landings of the aircraft in this state and the
denom nator of the fraction is the total nunmber of |andings of the
aircraft. If the extent of the use of any transportation property
within this state cannot be determined, then the receipts are in
this state if the property has its principal base of operations in
this state.

(e) Royalties and other inconme received for the use of or for
the privilege of using intangible property, including patents,
know- how, fornul as, designs, processes, patterns, copyrights, trade
nanes, service nanes, franchises, |icenses, contracts, custoner
lists, conputer software, or simlar itens, are attributed to the
state in which the property is used by the purchaser. |If the
property is used in nore than 1 state, the royalties or other
i ncome shall be apportioned to this state pro rata according to the
portion of use in this state. If the portion of use in this state

cannot be determ ned, the royalties or other incone shall be
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excl uded from both the numerator and the denom nator. |ntangible
property is used in this state if the purchaser uses the intangible
property or the rights to the intangible property in the regul ar
course of its business operations in this state, regardl ess of the
| ocation of the purchaser's custoners.

(2) Sales fromthe performance of services are in this state
and attributable to this state as foll ows:

(a) Except as otherwise provided in this section, all receipts
fromthe performance of services are included in the nunerator of
t he apportionnment factor if the recipient of the services receives
all of the benefit of the services in this state. If the recipient
of the services receives sone of the benefit of the services in
this state, the receipts are included in the nunerator of the
apportionnment factor in proportion to the extent that the recipient
recei ves benefit of the services in this state.

(b) Sales derived fromsecurities brokerage services
attributable to this state are determ ned by multiplying the total
dol | ar amount of receipts fromsecurities brokerage services by a
fraction, the nunerator of which is the sales of securities
br okerage services to custoners within this state, and the
denom nator of which is the sales of securities brokerage services
to all custoners. Receipts fromsecurities brokerage services
i ncl ude comm ssions on transactions, the spread earned on principa
transactions in which the broker buys or sells fromits account,
total margin interest paid on behalf of brokerage accounts owned by
the broker's custoners, and fees and receipts of all kinds fromthe

underwriting of securities. If receipts from brokerage services can
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be associated with a particular customer, but it is inpractical to
associate the receipts with the address of the custoner, then the
address of the custoner shall be presumed to be the address of the
branch office that generates the transactions for the custoner.

(c) Sales of services that are derived directly or indirectly
fromthe sale of managenent, distribution, admnistration, or
securities brokerage services to, or on behalf of, a regul ated
i nvest ment conpany or its beneficial owners, including receipts
derived directly or indirectly fromtrustees, sponsors, or
partici pants of enployee benefit plans that have accounts in a
regul ated i nvest ment conpany, shall be attributable to this state
to the extent that the sharehol ders of the regul ated investnent
conmpany are domiciled within this state. For purposes of this
subdi vi sion, "dom cile" neans the shareholder's mailing address on
the records of the regulated investnment conpany. |If the regul ated
i nvest ment conpany or the person providi ng managenent services to
the regul ated i nvestnent conpany has actual know edge that the
sharehol der's primary residence or principal place of business is
different than the shareholder's mailing address, then the
sharehol der's primary residence or principal place of business is
t he shareholder's domcile. A separate conputation shall be nmade
with respect to the receipts derived fromeach regul ated i nvest nent
conmpany. The total anount of sales attributable to this state shall
be equal to the total receipts received by each regul ated
i nvestment conpany nultiplied by a fraction determ ned as foll ows:

(1) The nunerator of the fraction is the average of the sum of

t het begi nni ng- of -year and end- of -year nunber of shares owned by the
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regul ated i nvest ment conpany sharehol ders who have their domicile
inthis state.

(ii) The denom nator of the fraction is the average of the sum
of the begi nni ng-of-year and end-of -year nunber of shares owned by
al I sharehol ders.

(1ii) For purposes of the fraction, the year shall be the tax
year of the regul ated i nvestnment conpany that ends with or within
the tax year of the taxpayer.

(3) Receipts fromthe origination of a |oan or gains fromthe
sale of a |oan secured by residential real property is deened a
sale in this state only if 1 or nore of the follow ng apply:

(a) The real property is located in this state.

(b) The real property is located both within this state and 1
or nore other states and nore than 50% of the fair market val ue of
the real property is located within this state.

(c) Mre than 50% of the real property is not located in any 1
state and the borrower is located in this state.

(4) Interest fromloans secured by real property is in this
state if the property is located within this state or if the
property is located both within this state and 1 or nore other
states, if nore than 50% of the fair market value of the rea
property is located within this state, or if nore than 50% of the
fair market value of the real property is not |located within any 1
state, if the borrower is located in this state. The determ nation
of whether the real property securing a loan is located within this
state shall be made as of the tinme the original agreenent was nade

andt any and all subsequent substitutions of collateral shall be
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di sregar ded.

(5) Interest froma |oan not secured by real property is in
this state if the borrower is located in this state.

(6) Gains fromthe sale of a |loan not secured by real
property, including inconme recorded under the coupon stripping
rul es of section 1286 of the internal revenue code, are in this
state if the borrower is in this state.

(7) Receipts fromcredit card receivabl es, including interest,
fees, and penalties fromcredit card receivables and receipts from
fees charged to cardhol ders, such as annual fees, are in this state
if the billing address of the card holder is in this state.

(8) Receipts fromthe sale of credit card or other receivables
isinthis state if the billing address of the custoner is in this
state. Credit card issuer's reinbursenents fees are in this state
if the billing address of the cardholder is in this state. Receipts
from merchant di scounts, conputed net of any cardhol der
char gebacks, but not reduced by any interchange transaction fees or
by any issuer's reinbursenent fees paid to another for charges nmade
by its cardholders, are in this state if the conmercial domcile of
the merchant is in this state.

(9) Loan servicing fees derived froml oans of another secured
by real property are in this state if the real property is |ocated
inthis state, or the real property is |ocated both within and
outside of this state and 1 or nore states if nore than 50% of the
fair market value of the real property is located in this state, or
nore than 50% of the fair market value of the real property is not

| ocated in any 1 state, and the borrower is located in this state.
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Loan servicing fees derived fromloans of another not secured by
real property are in this state if the borrower is located in this
state. If the location of the security cannot be determ ned, then
| oan servicing fees for servicing either the secured or the
unsecured | oans of another are in this state if the | ender to whom
the | oan servicing service is provided is located in this state.

(10) Receipts fromthe sale of securities and other assets
frominvestnment and trading activities, including, but not limted
to, interest, dividends, and gains are in this state in either of
the foll ow ng circunstances:

(a) The person's customer is in this state.

(b) If the location of the person's custoner cannot be
determ ned, both of the follow ng:

(1) Interest, dividends, and other inconme frominvestnent
assets and activities and fromtradi ng assets and activities,
including, but not limted to, investnent securities; trading
account assets; federal funds; securities purchased and sol d under
agreenents to resell or repurchase; options; futures contracts;
forward contracts; notional principal contracts such as swaps;
equities; and foreign currency transactions are in this state if
t he average val ue of the assets is assigned to a regular place of
busi ness of the taxpayer within this state. Interest from federal
funds sold and purchased and from securities purchased under resale
agreenents and securities sold under repurchase agreenents are in
this state if the average val ue of the assets is assigned to a
regul ar place of business of the taxpayer within this state. The

recei pts and other incone frominvestnent assets and
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activities is inthis state if assets are assigned to a regul ar
pl ace of business of the taxpayer within this state.

(i) The ampbunt of receipts fromtrading assets and activities,
including, but not limted to, assets and activities in the matched
book, in the arbitrage book, and foreign currency transactions, but
excl udi ng anmobunts otherwi se sourced in this section, are in this
state if the assets are assigned to a regular place of business of
the taxpayer within this state.

(11) Receipts fromtransportation services rendered by a
person subject to tax in another state are in this state and shal
be attributable to this state as foll ows:

(a) Except as otherw se provided in subdivisions (b) through
(e), receipts shall be proportioned based on the ratio that revenue
mles of the person in this state bear to the revenue mles of the
person everywhere.

(b) Receipts frommaritinme transportation services shall be
attributable to this state as foll ows:

(1) 50% of those receipts that either originate or termnate in
this state.

(1) 100% of those receipts that both originate and term nate
inthis state.

(c) Receipts attributable to this state of a person whose
busi ness activity consists of the transportation both of property
and of individuals shall be proportioned based on the total gross
recei pts for passenger mles and ton nmle fractions, separately
conmput ed and individually weighted by the ratio of gross receipts

from passenger transportation to total gross receipts fromall
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transportation, and by the ratio of gross receipts fromfreight
transportation to total gross receipts fromall transportation
respectively.

(d) Receipts attributable to this state of a person whose
busi ness activity consists of the transportation of oil by pipeline
shal | be proportioned based on the ratio that the gross receipts
for the barrel mles transported in this state bear to the gross
receipts for the barrel mles transported by the person everywhere.

(e) Receipts attributable to this state of a person whose
busi ness activities consist of the transportation of gas by
pi peline shall be proportioned based on the ratio that the gross
recei pts for the 1,000 cubic feet mles transported in this state
bear to the gross receipts for the 1,000 cubic feet mles
transported by the person everywhere.

(12) For purposes of subsection (11), if a taxpayer can show
that revenue mle information is not avail able or cannot be
obt ai ned wi t hout unreasonabl e expense to the taxpayer, receipts
attributable to this state shall be that portion of the revenue
derived fromtransportati on services everywhere perforned that the
mles of transportation services perforned in this state bears to
the mles of transportation services perfornmed everywhere. If the
departnment determines that the information required for the
cal cul ati ons under subsection (11) are not avail able or cannot be
obt ai ned wi t hout unreasonabl e expense to the taxpayer, the
departnment may use other available information that in the opinion
of the department will result in an equitable allocation of the

taxgayer's receipts to this state.
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(13) Except as provided in subsections (14) through (19),
receipts fromthe sale of tel ecomunications service or nobile
t el econmuni cations service are in this state if the custoner’s
pl ace of primary use of the service is in this state. As used in
this subsection, "place of primary use" nmeans the custoner's
residential street address or prinmary business street address where
the customer’s use of the tel econmunications service primarily
occurs. For nobile tel econmuni cations service, the custoner's
residential street address or primary business street address is
the place of primary use only if it is within the licensed service
area of the custoner’s home service provider

(14) Receipts fromthe sale of tel econmunications service sold
on an individual call-by-call basis are in this state if either of
the foll ow ng applies:

(a) The call both originates and termnates in this state.

(b) The call either originates or termnates in this state and
the service address is located in this state.

(15) Receipts fromthe sale of postpaid tel ecomruni cations
service are in this state if the origination point of the
t el ecommuni cation signal, as first identified by the service
provi der’s tel econmuni cation systemor as identified by information
received by the seller fromits service provider if the system used
to transport telecomunication signals is not the seller's, is
| ocated in this state.

(16) Receipts fromthe sale of prepaid tel ecommuni cations
service or prepaid nobile tel econmuni cations service are in this

stafe if the purchaser obtains the prepaid card or simlar nmeans of
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conveyance at a location in this state. Receipts fromrecharging a
prepai d tel ecommuni cati ons service or nobile tel econmunications
service is in this state if the purchaser’s billing information
indicates a location in this state.

(17) Receipts fromthe sale of private conmunication services
are in this state as foll ows:

(a) 100% of the receipts fromthe sale of each channe
termnation point within this state.

(b) 100% of the receipts fromthe sale of the total channe
m | eage between each term nation point within this state.

(c) 50% of the receipts fromthe sale of service segnents for
a channel between 2 customer channel term nation points, 1 of which
is located in this state and the other is |ocated outside of this
state, which segnents are separately charged.

(d) The receipts fromthe sale of service for segnents with a
channel termnation point located in this state and in 2 or nore
ot her states or equivalent jurisdictions, and which segnents are
not separately billed, are in this state based on a percentage
determ ned by dividing the nunber of custoner channel term nation
points in this state by the total nunmber of customer channe
term nati on points.

(18) Receipts fromthe sale of billing services and ancillary
services for tel econmunications service are in this state based on
the location of the purchaser’s custonmers. If the location of the
purchaser's custoners is not known or cannot be determ ned, the
sale of billing services and ancillary services for

t el ecommuni cati ons service are in this state based on the | ocation
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of the purchaser.

(19) Receipts to access a carrier's network or fromthe sale
of tel ecommunication services for resale are in this state as
foll ows:

(a) 100% of the receipts fromaccess fees attributable to
intrastate tel econmunications service that both originates and
termnates in this state.

(b) 50% of the receipts fromaccess fees attributable to
interstate tel econmuni cations service if the interstate call either
originates or termnates in this state.

(c) 100% of the receipts frominterstate end user access |ine
charges, if the custoner’s service address is in this state. As
used in this subdivision, "interstate end user access |ine charges”
includes, but is not limted to, the surcharge approved by the
federal conmunications comm ssion and | evied pursuant to 47 CFR 69.

(d) Goss receipts fromsales of tel econmunication services to
ot her telecomunication service providers for resale shall be
sourced to this state using the apporti onment concepts used for
non-resal e recei pts of tel econmunications services if the
information is readily available to make that determ nation. If the
information is not readily available, then the taxpayer may use any
ot her reasonabl e and consi stent nethod.

(20) Terms used in subsections (13) through (19) have the sane
nmeani ng as those terns defined in the streanlined sal es and use tax
agreenent adm ni stered under the stream ined sal es and use tax
adm ni stration act, 2004 PA 174, MCL 205.801 to 205. 833.

(21) For purposes of this section, a borrower is considered
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| ocated in this state if the borrower's billing address is in this
st at e.

Sec. 307. (1) Notwi thstanding sections 303 and 305, a spun off
corporation that qualified to calculate its sales factor for 7
years under section 54 of former 1975 PA 228 may elect to calculate
its sales factor under this section for an additional 4 years
foll owing those 7 years or 3 years if a taxpayer had an el ection
approved under section 54(1)(e) of former 1975 PA 228. Prior to the
end of the first year following the 7 years for which the taxpayer
qual i fied under section 54 of former 1975 PA 228 and if the spun
of f corporation is not required to file amended returns under
section 54(5) of fornmer 1975 PA 228, the spun off corporation may
request, in witing, approval fromthe state treasurer for the
el ection of the 4 additional years under this section. If the
t axpayer had an el ection approved under section 54(1)(e) of fornmer
1975 PA 228, the taxpayer is not required to seek approval under
this section. The departnent shall approve the election under this
subsection if the requirenents of this section are net. The request
shall include all of the follow ng:

(a) A statenent that the spun off corporation qualifies for
the el ection under this section.

(b) Alist of all corporations, limted liability conpanies,
and any ot her business entities that the spun off corporation
controlled at the tine of the restructuring transaction.

(c) Acommtment by the spun off corporation to invest at
| east an additional $200, 000, 000.00 of capital investrment in this

stafe within the additional 4 years and maintain at |east 80% of
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the nunber of full-tinme equivalent enployees in this state based on
t he nunber of full-tinme equival ent enployees in this state at the
begi nning of the additional 4-year period for all of the additional
4 years; a commitment by the spun off corporation to invest an
addi ti onal $400, 000, 000.00 in this state within the additional 4
years; or a conmtnent by the spun off corporation to invest a
total of $1,300,000,000.00 in this state within the 11-year period
begi nning with the year in which the restructuring transaction
under which a spun off corporation qualified under this subsection
was conpl eted. The 4-year period under this subdivision begins with
the eighth year following the tax year in which the restructuring
transacti on under which a spun off corporation qualified under this
subsecti on was conpl eted. For purposes of this subdivision, the
nunber of full-tinme equival ent enpl oyees includes enpl oyees in all
of the follow ng circunstances:

(i) On tenporary |ayoff.

(i) On strike.

(iii) On a type of tenporary |l eave other than the type under
subpar agraphs (i) and (ii).

(iv) Transferred by the spun off corporation to a rel ated
entity or to its imrediately preceding fornmer parent corporation

(v) Transferred by the spun off corporation to another
enpl oyer because of the sale of the spun off corporation's |ocation
inthis state that was the work site of the enpl oyees

(2) Prior to the end of the eleventh year follow ng the
restructuring transaction under which a spun off corporation

quat i fied under subsection (1), a taxpayer that is a buyer of a
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plant |l ocated in this state that was included in the initial
restructuring transacti on under subsection (1) nmay elect to
calculate its sales factor under subsection (3) and disregard sal es
by the taxpayer attributable to that plant to a forner parent of a
spun of f corporation and the sales attributable to the plant shal
be treated as sales by a spun off corporation. This el ection shal
extend for a period of 4 years following the date that the plant
was purchased reduced by the nunber of years for which the taxpayer
calculated its sales factor pursuant to section 54(2) of forner
1975 PA 228. On or before the due date for filing the buyer's first
annual return under this act follow ng the purchase of the plant,
t he buyer shall request, in witing, approval fromthe departnent
for the election provided under this section and shall attach a
statenment that the buyer qualifies for the election under this
secti on.

(3) A spun off corporation qualified under subsection (1) or
(2) that nakes an election and is approved under subsection (1) or
(2) calculates its sales factor under section 54 of former 1975 PA
228 subject to both of the foll ow ng:

(a) A purchaser in this state under section 52 of former 1975
PA 228 does not include a person that purchases froma seller that
was i ncluded in the purchaser's conbi ned or consolidated annua
return under this act but, as a result of the restructuring
transaction, ceased to be included in the purchaser's conbi ned or
consol i dated annual return under this act. This subdivision applies
only to sales that originate froma plant |ocated in this state.

(b) Total sales under section 51 of fornmer 1975 PA 228 do not

801325 O7n¢Hid) Draft 3 KAO



© 00 N oo o0 A~ wWw N PP

N NN N NN NN R P R P R P P PR R
N~ o o0 A WON P O ©O 0N OO 0o~ WDN O

57

i nclude sales to a purchaser that was a nenber of a M chigan
affiliated business group that had included the seller in the
filing of a conmbined annual return under this act but, as a result
of the restructuring transaction, ceased to include the seller.
Thi s subdivision applies only to sales that originate froma plant
| ocated in this state to a location in this state.

(4) At the end of the fourth tax year follow ng an el ection
under this section, if the spun off corporation that elected to
calculate its sales factor under this section for the additional 4
years all owed under subsection (1) has failed to maintain the
requi red nunber of enployees or failed to pay or accrue the capital
i nvest ment required under subsection (1)(c), the spun off
corporation shall file anended annual returns under this act for
the first through fourth tax years follow ng the el ection under
this section, regardless of the statute of limtations under
section 27a of 1941 PA 122, MCL 205.27a, and pay any additional tax
plus interest based on the sales factor as cal cul ated under section
303. Interest shall be calculated fromthe due date of the annua
return under this act or former 1975 PA 228 on which an exenption
under this section was first clained.

(5) The anount of the spun off corporation's investnent
commtrents required under this section shall not be reduced by the
anount of any qualifying investnments in Mchigan plants that are
sol d.

(6) A taxpayer whose assets were wholly owned either directly
or indirectly by a taxpayer fromwhom a spun off corporation

quajifies to apportion its tax base under this section and that
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ceased to be wholly owned on Novenber 30, 2006 may annual ly el ect
on its originally filed tax return to apportion its tax base to
this state using the sanme receipts factor reported on the conbi ned
tax return filed by its former parent conpany for the sanme taxable
year.

(7) As used in this section

(a) "Restructuring transaction"” nmeans a tax free distribution
under section 355 of the internal revenue code and includes tax
free transactions under section 355 of the internal revenue code
that are coomonly referred to as spin offs, split ups, split offs,
or type D reorganizations.

(b) "Spun off corporation"” neans an entity treated as a
controll ed corporation under section 355 of the internal revenue
code. Controlled corporation includes a corporate subsidiary
created for the purpose of a restructuring transaction, a limted
liability conmpany, or an operational unit or division with business
activities that were previously carried out as a part of the
di stributing corporation.

Sec. 309. (1) If the apportionnent provisions of this act do
not fairly represent the extent of the taxpayer's business activity
in this state, the taxpayer may petition for or the treasurer may
require the following, with respect to all or a portion of the
t axpayer's business activity, if reasonable:

(a) Separate accounting.

(b) The inclusion of 1 or nore additional or alternative
factors that will fairly represent the taxpayer's business activity

inthis state.

801325 O7n¢Hid) Draft 3 KAO



© 00 N oo o0 A~ wWw N PP

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27

59

(c) The use of any other nethod to effectuate an equitable
al l ocation and apportionnent of the taxpayer's tax base.

(2) An alternate nethod may be used only if it is approved by
t he departnent.

(3) The apportionnent provisions of this act shall be
rebuttably presuned to fairly represent the business activity
attributed to the taxpayer in this state, taken as a whol e and
wi thout a separate exam nation of the specific elenments of either
tax base unless it can be denonstrated that the business activity
attributed to the taxpayer in this state is out of all appropriate
proportion to the actual business activity transacted in this state
and leads to a grossly distorted result or would operate
unconstitutionally to tax the extraterritorial activity of the
t axpayer

(4) The filing of a return or an anmended return is not
considered a petition for the purposes of subsection (1).

Sec. 311. Al other receipts not otherw se sourced under this
act shall be sourced based on where the benefit to the custoner is
received or, if where the benefit to the custoner is received
cannot be determ ned, to the custoner's location

CHAPTER 4

Sec. 400. For purposes of this chapter, taxpayer does not
i nclude a person subject to the tax inposed under chapter 2a or 2b
unl ess specifically included in the section

Sec. 401. Except as otherw se provided under this act, any
unused carryforward for any credit under fornmer 1975 PA 228 may be

appltied for the 2008 and 2009 tax years and any unused carryforward
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after 2009 shall be extingui shed.

Sec. 403. (1) Notwi thstanding any other provision in this act,
the credits provided in this section shall be taken before any
other credit under this act. The total conbined credit allowed
under this section shall not exceed 65% of the total tax liability
i nposed under this act.

(2) Subject tothe |imtation in subsection (1), a taxpayer
may claima credit against the tax inmposed by this act equal to
0.370% of the taxpayer's conpensation in this state. For purposes
of this subsection, a taxpayer includes a person described in
section 239(2) and subject to the tax inmposed under chapter 2A. A
pr of essi onal enpl oyer organi zation shall not include paynents by
t he professional enployer organization to the officers and
enpl oyees of a client of the professional enployer organization
whose enpl oynent operations are managed by the professional
enpl oyer organi zation. A client may include paynents by the
pr of essi onal enpl oyer organi zation to the officers and enpl oyees of
the client whose enpl oynent operations are managed by the
pr of essi onal enpl oyer organi zati on.

(3) Subject tothe limtation in subsection (1), a taxpayer
may claima credit against the tax inmposed by this act equal to
2.9% multiplied by the result of subtracting the sumof the anmounts
cal cul at ed under subdivisions (d), (e), and (f) fromthe sum of the
anounts cal cul at ed under subdivisions (a), (b), and (c):

(a) Calculate the cost, including fabrication and
installation, paid or accrued in the taxable year of tangible

assats of a type that are, or under the internal revenue code wl|l
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becone, eligible for depreciation, anortization, or accel erated
capi tal cost recovery for federal income tax purposes, provided
that the assets are physically located in this state for use in a
busi ness activity in this state and are not nobile tangi bl e assets.

(b) Calculate the cost, including fabrication and
installation, paid or accrued in the taxable year of nobile
tangi bl e assets of a type that are, or under the internal revenue
code will becone, eligible for depreciation, anortization, or
accel erated capital cost recovery for federal incone tax purposes.
This anount shall be nmultiplied by the apportionnment factor for the
tax year as prescribed in chapter 3.

(c) For tangible assets, other than nobile tangible assets,
purchased or acquired for use outside of this state in a tax year
begi nni ng after Decenber 31, 2007 and subsequently transferred into
this state and purchased or acquired for use in a business
activity, calculate the federal basis used for determ ning gain or
| oss as of the date the tangi ble assets were physically located in
this state for use in a business activity plus the cost of
fabrication and installation of the tangible assets in this state.

(d) If the cost of tangible assets described in subdivision
(a) was paid or accrued in a tax year beginning after Decenber 31
2007, or before Decenber 31, 2007 to the extent the credit is used
under fornmer 1975 PA 228 or this act, calculate the gross proceeds
or benefit derived fromthe sale or other disposition of the
tangi bl e assets minus the gain, nultiplied by the apporti onnent
factor for the taxable year as prescribed in chapter 3, and plus

the fl oss, nultiplied by the apportionnment factor for the taxable
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year as prescribed in chapter 3 fromthe sale or other disposition
refl ected in federal taxable incone and minus the gain fromthe
sale or other disposition added to the business inconme tax base in
section 201.

(e) If the cost of tangible assets described in subdivision
(b) was paid or accrued in a tax year beginning after Decenber 31
2007, or before Decenber 31, 2007 to the extent the credit is used
under fornmer 1975 PA 228 or this act, calculate the gross proceeds
or benefit derived fromthe sale or other disposition of the
tangi bl e assets mnus the gain and plus the loss fromthe sale or
ot her disposition reflected in federal taxable income and m nus the
gain fromthe sale or other disposition added to the business
income tax base in section 201. This anmount shall be nultiplied by
t he apportionment factor for the tax year as prescribed in chapter
3.

(f) For assets purchased or acquired in a tax year begi nning
after Decenber 31, 2007, or before Decenber 31, 2007 to the extent
the credit is used under former 1975 PA 228 or this act, that were
eligible for a credit under subdivision (a) or (c) and that were
transferred out of this state, calculate the federal basis used for
determning gain or loss as of the date of the transfer.

(4) For a tax year in which the anmount of the credit
cal cul at ed under subsection (3) is negative, the absol ute val ue of
that anmount is added to the taxpayer's tax liability for the tax
year.

(5) A taxpayer that clainms a credit under this section is not

prohti bited fromclaimng a credit under section 405. However, the
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t axpayer shall not claima credit under this section and section
405 based on the sane costs and expenses.

Sec. 405. A taxpayer may claima credit against the tax
i nposed by this act equal to 1.90% of the taxpayer's research and
devel opment expenses in this state in the tax year. The credit
under this section conbined with the total conbined credit all owed
under section 403 shall not exceed 75% of the total tax liability
i nposed under this act. As used in this section, "research and
devel opnent expenses" neans that termas defined in section 41(b)
of the internal revenue code.

Sec. 407. (1) For the 2008, 2009, and 2010 tax years, a
gual i fied taxpayer that nmakes an eligible contribution in an
eligible business may claima credit against the tax inposed by the
act equal to 30% of the taxpayer's eligible contribution, not to
exceed $300, 000. 00.

(2) Prior to nmaking an eligible contribution, a qualified
t axpayer shall submt an application to the authority for approva
of the credit. The application shall include all of the follow ng:

(a) An econom c inpact analysis, including all of the
fol |l ow ng:

(1) The inmpact on both the qualified taxpayer and eligible
busi ness.

(1)) The nunber of jobs created.

(b) A project and col |l aboration structure that includes:

(1) The structure of investnment between the qualified taxpayer
and eligi bl e business.

(i) Technol ogy devel opnent roles and responsibilities.
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(iii) A commercialization plan, including intellectual property
structure.

(c) A technol ogy summary, including a due diligence review by
the qualified taxpayer.

(d) A financial sumary.

(3) The authority shall develop criteria to conpetitively
review applications, including criteria related to both of the
fol | ow ng:

(a) Total cash investnent by the qualified taxpayer.

(b) Total in-kind services provided by the qualified taxpayer.

(4) A qualified taxpayer shall not claima credit under this
section unless the Mchigan economc growh authority has issued a
certificate to the taxpayer. The taxpayer shall attach the
certificate to the annual return filed under this act on which a
credit under this section is clained.

(5) The certificate required by subsection (4) shall state al
of the follow ng:

(a) The taxpayer is an eligible business.

(b) The anount of the credit under this section for the
eligible business for the designated tax year, which shall be the
year in which contribution is made.

(c) The taxpayer's federal enployer identification nunber or
the M chigan departnent of treasury nunber assigned to the
t axpayer.

(6) The authority shall not grant nore than 20 credits under
this section for any 1 year, based on an application and a

etitive review criteria.
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(7) A qualified taxpayer that receives a credit under this
section and the eligible business to which a contribution is nade
shall enter into an agreenment with the authority that requires the
qual ified taxpayer and the eligible business to conply with the
rel evant provisions of the application as determ ned by the
authority for a period of 5 years. If the authority determ nes that
t here has not been conpliance with the requirenents of the terns of
the agreenment, the qualified taxpayer shall be liable for an anmount
equal to 125% of the total of all credits received under this
section for all tax years.

(8) As used in this section

(a) "Authority" means the M chigan economc growh authority
created in the M chigan economc growh authority act, 1995 PA 24,
MCL 207.801 to 207.810.

(b) "Eligible contribution" nmeans the transfer of pecuniary
interest in the formof cash of not |ess than $350,000.00, for the
pur poses of research and devel opment and technol ogy innovation. An
eligible contribution does not include contract research.

(c) "Eligible business" neans a taxpayer engaged in research
and devel opnent that together with any affiliates enpl oys fewer
than 50 full-time enpl oyees or has gross receipts of |ess than
$10, 000, 000. 00 and has no prior financial interest in the qualified
taxpayer and in which the qualified taxpayer has no prior financial
i nterest.

(d) "Qualified taxpayer” neans a taxpayer that neets all of
the followng criteria:

(1) Proposes to fund, support, and collaborate in the research

801325 O7n¢Hid) Draft 3 KAO



© 00 N o o0 ~A wWw N PP

N NN NN R B R R R R R R R
A W N P O ©O 0O N OO O B WO N +—» O

25
26
27

66

and devel opnent and technol ogy i nnovation with an eligible business
located in this state.

(ii) Has not received a credit under this section in the past
cal endar year.

(e) "Research and devel opnent” means 1 of the follow ng:

(i) Translational research conducted with the objective of
attaining a specific benefit or to solve a practical problem

(i) Activity that seeks to utilize, synthesize, or apply
exi sting know edge, information, or resources to the resolution of
a specified problem question, or issue, with high potential for
commercial application to create jobs in this state.

Sec. 409. (1) For tax years that begin on or after January 1,
2008 and end before January 1, 2013, an eligible taxpayer may claim
a credit against the tax inposed by this act equal to the
fol | ow ng:

(a) For the 2008 through 2010 tax years, 65% of the eligible
taxpayer's total tax liability inposed under this act not to exceed
$1, 700, 000. 00.

(b) For the 2011 tax year, 45%of the eligible taxpayer's
total tax liability inmposed under this act not to exceed
$1, 180, 000. 00.

(c) For the 2012 tax year, 25% of the eligible taxpayer's
total tax liability inmposed under this act not to exceed
$650, 000. 00.

(2) As used in this section

(a) "Eligible taxpayer"” nmeans any of the follow ng:

(1) A person who owns and operates a notorsports entertai nment
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conpl ex and has at |east 2 days of notor sports events each
cal endar year which shall be conparable to NASCAR Nextel cup events
held in 2007 or their successor events.

(ii) A person who is the | essee and operator of a notorsports
entertai nnent conplex or the | essee of the I and on which a
not orsports entertai nment conplex is |ocated and operates that
not orsports entertai nnent conpl ex.

(iii) A person who operates and nmintains a notorsports
entertai nment conpl ex under an operation and rmanagenent agreenent.

(b) "Mdtorsports entertai nment conpl ex" nmeans a cl osed-course
notorsports facility, and its ancillary grounds and facilities,
that satisfies all of the follow ng:

(i) Has at least 70,000 fixed seats for race patrons.

(i) Has at | east 6 schedul ed days of notorsports events each
cal endar year.

(iii) Serves food and beverages at the notorsports entertai nment
conpl ex during notorsports events each cal endar year through
concession outlets, which are staffed by individuals who represent
or are nenbers of 1 or nore nonprofit civic or charitable
organi zations that directly benefit fromthe concession outlets’
sal es.

(iv) Engages in tourism pronotion.

(v) Has permanent exhi bitions of notorsports history, events,
or vehicles within the notorsports entertainnent conpl ex.

(c) "Mdtorsports event” nmeans a notorsports race and its

ancillary activities that have been sanctioned by a sanctioning
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(d) "Sanctioning body" neans the American notorcycle
association (AMA); auto racing club of Anerica (ARCA); chanpionship
auto racing teans (CART); grand American road raci ng association
(GRAND AM; Indy racing |l eague (IRL); national association for
stock car auto racing (NASCAR); national hot rod association
(NHRA) ; professional sports car racing (PSR); sports car club of
America (SCCA); United States auto club (USAC); M chigan state
pronoters associ ation; or any successor organi zation or any other
nationally or internationally recognized governi ng body of
not orsports that establishes an annual schedul e of notorsports
events and grants rights to conduct the events, that has
established and adm nisters rules and regul ati ons governi ng al
participants involved in the events and all persons conducting the
events, and that requires certain liability assurances, including
i nsur ance.

Sec. 410. (1) For tax years that begin on or after January 1,
2008 and end before January 1, 2013, an eligible taxpayer may claim
a credit against the tax inposed by this act equal to the
fol | ow ng:

(a) For the 2008 through 2010 tax years, 65%of the eligible
taxpayer's total tax liability inposed under this act not to exceed
$1, 300, 000. 00.

(b) For the 2011 tax year, 45%of the eligible taxpayer's
total tax liability inmposed under this act not to exceed
$910, 000. 00.

(c) For the 2012 tax year, 25%of the eligible taxpayer's

t ot tax liability inposed under this act not to exceed
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$520, 000. 00.

(2) As used in this section, "eligible taxpayer" neans an
owner of a facility or stadium including grounds and ancillary
facilities, that has a capacity of at |east 14,000 patrons and is
primarily used for professional sporting events or other
entertai nnent and that has not received proceeds froma state
appropriation, a public bond issue froma local unit of governnent
or public authority, or a state or local tax or fee to assist in
the construction or debt retirenment of the facility other than a
state or local tax or fee froma public entity for road or
i nfrastructure assi stance.

Sec. 411. A taxpayer whose gross receipts allocated or
apportioned to this state are greater than $350, 000. 00 but |ess
t han $700, 000.00, may claima credit against the tax inposed under
this act equal to the tax liability after the credit under section
417 and before all other credits multiplied by a fraction the
nunerator of which is the difference between the person's all ocated
or apportioned gross receipts and $700, 000. 00 and the denomi nat or
of which is $350, 000. 00.

Sec. 413. (1) Subject to subsection (2), a taxpayer may claim
a credit against the tax inposed by this act equal to the
fol | ow ng:

(a) Thirty-five percent of the anmount paid for property taxes
I evied on eligible personal property in the tax year

(b) Twenty-three percent of the amount paid for property taxes
| evied on eligible tel ephone personal property in the 2008 tax year

and 16. 7% of the amount paid for property taxes levied on eligible
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t el ephone personal property in subsequent tax years.

(c) Ten percent of the amount paid for property taxes |evied
on eligible natural gas pipeline property in the tax year

(2) To qualify for the credit under subsection (1), the
t axpayer shall file, if applicable, within the time prescribed each
of the follow ng:

(a) The statenent of assessable personal property prepared
pursuant to section 19 of the general property tax act, 1893 PA
206, MCL 211.19, identifying the eligible personal property or
eligible natural gas pipeline property, or both, for which the
credit under subsection (1) is clained.

(b) The annual report filed under section 6 of 1905 PA 282,
MCL 207.6, identifying the eligible tel ephone personal property for
which the credit under subsection (1) is clained.

(c) The assessnent or bill issued to and paid by the taxpayer
for the eligible personal property, eligible natural gas pipeline
property, or eligible telephone property for which the credit under
subsection (1) is clained.

(3) If the amount of the credit allowed under this section
exceeds the tax liability of the taxpayer for the tax year, that
excess shall be refunded.

(4) As used in this section:

(a) "Eligible natural gas pipeline property” nmeans property
that is classified as utility personal property under section 34c
of the general property tax act, 1893 PA 206, MCL 211.34c, and is

subj ect to regul ation under the natural gas act, 15 USC 717 to
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(b) "Eligible personal property" means personal property that
is classified as industrial personal property under section 34c of
t he general property tax act, 1893 PA 206, MCL 211.34c, and in the
case of personal property that is subject to 1974 PA 198, ML
207.551 to 207.572, is situated on |land classified as industri al
real property under section 34c of the general property tax act,
1893 PA 206, MCL 211. 34c.

(c) "Eligible tel ephone personal property" neans personal
property of a tel ephone conpany subject to the tax |evied under
1905 PA 282, MCL 207.1 to 207.21

(d) "Property taxes" neans any of the follow ng:

(i) Taxes collected under the general property tax act, 1893 PA
206, MCL 211.1 to 211.157.

(i) Taxes l|evied under 1974 PA 198, MCL 207.551 to 207.572.

(1ii) Taxes | evied under the obsolete property rehabilitation
act, 2000 PA 146, MCL 125.2781 to 125.2797.

Sec. 415. (1) A taxpayer that neets the criteria under
subsection (4) and that is a qualified start-up business that does
not have business inconme for 2 consecutive tax years may claima
credit against the tax inposed under this act for the second of
those 2 consecutive tax years and each inmmediately foll ow ng
consecutive tax year in which the taxpayer does not have busi ness
income equal to the taxpayer's tax liability for the tax year in
whi ch the taxpayer has no business incone. If the taxpayer has
busi ness incone in any tax year after the credit under this section
is clained, the taxpayer shall claimthe credit under this section

for fany followi ng tax year only if the taxpayer subsequently has no
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busi ness income for 2 consecutive tax years. The taxpayer may claim
the credit for the second of those 2 consecutive tax years and each
i medi ately followi ng consecutive tax year in which the taxpayer
does not have busi ness incone.

(2) Acredit under this section shall not be clainmed for nore
than a total of 5 tax years.

(3) A taxpayer that qualified to claimthe credit under
section 31la of forner 1975 PA 228 may claimthe credit under this
section for a total of 5 years, reduced by the nunber of years the
t axpayer was eligible to claimthe credit under section 3la of
former 1975 PA 228.

(4) If a taxpayer that took the credit under this section has
no business activity in this state and has any business activity
outside of this state for any of the first 3 tax years after the
| ast tax year for which it took the credit under this section, the
t axpayer shall add to its tax liability the follow ng anmounts:

(a) If the taxpayer has no business activity in this state for
the first tax year after the last tax year for which a credit under
this section is clainmed, 100%of the total of all credits clained
under this section.

(b) If the taxpayer has no business activity in this state for
the second tax year after the last tax year for which a credit
under this section is clainmed, 67%of the total of all credits
cl ai med under this section.

(c) If the taxpayer has no business activity for the third tax
year after the last tax year for which a credit under this section

is gl ained, 33%of the total of all credits clainmed under this
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secti on.

(5) For the tax year for which a credit under this section is
cl ai med, conpensation, directors' fees, or distributive shares paid
by the taxpayer to any 1 of the follow ng shall not exceed
$135, 000. 00:

(a) A sharehol der or officer of a corporation other than an S
cor poration.

(b) A partner of a partnership or limted liability
partnership

(c) A sharehol der of an S corporation

(d) A nmenber of alimted liability corporation

(e) An individual who is an owner.

(6) As used in this section

(a) "Business income" nmeans business incone as defined in
section 105 excluding funds received fromsmall business innovation
research grants and small busi ness technol ogy transfer prograns
establ i shed under the small business innovation devel opment act of
1982, Public Law 97-219, reauthorized under the small business
research and devel opnent enhancenent act, Public Law 102-564, and
subsequent |y reauthorized under the small business reauthorization
act of 2000, Public Law 106-554.

(b) "M chi gan econoni ¢ devel opnent corporation” neans the
publ i ¢ body corporate created under section 28 of article VII of
the state constitution of 1963 and the urban cooperation act of
1967, 1967 (Ex Sess) PA 7, MCL 124.501 to 124.512, by a contractual
interlocal agreenment effective April 5, 1999, as anended, between

| ocal participating econom c devel opment corporations fornmed under
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t he econom c devel opnent corporations act, 1974 PA 338, MCL
125. 1601 to 125.1636, and the M chigan strategic fund.

(c) "Qualified start-up business" means a business that neets
all of the following criteria as certified annually by the M chigan
econom ¢ devel opnment cor poration:

(i) Has fewer than 25 full-tinme equival ent enpl oyees.

(i) Has sales of less than $1,000,000.00 in the tax year for
which the credit under this section is clained.

(1ii) Research and devel opnent expenses nake up at |east 15% of
its expenses in the tax year for which the credit under this
section is clained.

(iv) I's not publicly traded.

(vy Met 1 of the following criteria during 1 of the initial 2
consecutive tax years in which the qualified start-up busi ness had
no busi ness i ncone:

(A) During the i mediately preceding 7 years was in 1 of the
first 2 years of contribution liability under section 19 of the
M chi gan enpl oynment security act, 1936 (Ex Sess) PA 1, MCL 421. 19.

(B) During the i mediately preceding 7 years woul d have been
in 1l of the first 2 years of contribution liability under section
19 of the M chigan enpl oynent security act, 1936 (Ex Sess) PA 1
MCL 421.19, if the qualified start-up business had enpl oyees and
was | iable under the M chigan enpl oynent security act, 1936 (Ex
Sess) PA 1, MCL 421.1 to 421.75.

(C During the i mediately preceding 7 years woul d have been
in 1l of the first 2 years of contribution liability under section

19 af the M chigan enpl oynent security act, 1936 (Ex Sess) PA 1
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MCL 421.19, if the qualified start-up business had not assuned
successor liability under section 15(g) of the M chi gan enpl oynent
security act, 1936 (Ex Sess) PA 1, MCL 421.15.

(d) "Research and devel opnent” means qualified research as
that termis defined in section 41(d) of the internal revenue code.

Sec. 417. (1) The credit provided in this section shall be
taken after the credits under sections 403 and 405 and before any
other credit under this act and is available to any taxpayer with
gross receipts that do not exceed $20, 000, 000. 00 and with adjusted
busi ness incone mnus the | oss adjustnent that does not exceed
$1, 300, 000. 00 as adjusted annually for inflation using the Detroit
consuner price index and subject to the foll ow ng:

(a) An individual, a partnership, alimted liability conpany,
or a subchapter S corporation is disqualified if the individual,
any 1 partner of the partnership, any 1 nenber of the limted
liability conpany, or any 1 sharehol der of the subchapter S
corporation receives nore than $180,000.00 as a distributive share
of the adjusted business income mnus the | oss adjustnment of the
i ndi vidual, the partnership, the [imted liability conmpany, or the
subchapter S corporation.

(b) A corporation other than a subchapter S corporation is
disqualified if either of the follow ng occur for the respective
tax year:

(i) Conpensation and directors' fees of a sharehol der or
of fi cer exceed $180, 000. 00.

(ii) The sum of the foll owi ng anounts exceeds $180, 000. 00:

(A) Conpensation and directors' fees of a sharehol der
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(B) The product of the percentage of outstandi ng ownership or

of outstandi ng stock owned by that sharehol der multiplied by the

di fference between the sum of business income and, to the extent

deducted in determ ning federal taxable income, a carry back or a

carry over of a net operating |loss or capital |oss, mnus the |oss

adj ust nent .

(c) Subject to the reduction percentage detern ned under

subsection (3), the credit determ ned under this subsection shal

be reduced by the follow ng percentages in the follow ng

ci rcunst ances:

(1) I'f an individual, any 1 partner of the partnership, any 1

menber of the limted liability conpany, or any 1 sharehol der of

t he subchapter S corporation receives as a distributive share of

adj ust ed business incone mnus the | oss adjustnent of the

i ndi vidual, partnership, Iimted liability conpany, or subchapter S

corporation; if conpensation and directors

fees of a sharehol der

or officer of a corporation other than a subchapter S corporation

are; or if the sumof the amounts in subdivision (b)(ii)(A) and (B)

is nore than $160, 000. 00 but |ess than $165, 000. 00, the credit is

reduced by 20%

(i) I'f an individual, any 1 partner of the partnership, any 1

menber of the limted liability conpany, or any 1 sharehol der of

t he subchapter S corporation receives as a distributive share of

adj ust ed business incone mnus the | oss adjustnent of the

i ndi vidual, partnership, Iimted liability conpany, or subchapter S

corporation; if conpensation and directors

fees of a sharehol der

or afficer of a corporation other than a subchapter S corporation
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are; or if the sumof the anobunts in subdivision (b)(ii)(A) and (B)
is $165,000.00 or nore but |less than $170,000.00, the credit is
reduced by 40%

(ii) I'f an individual, any 1 partner of the partnership, any 1
menber of the limted liability conpany, or any 1 sharehol der of
t he subchapter S corporation receives as a distributive share of
adj ust ed business incone mnus the | oss adjustnent of the
i ndi vidual, partnership, Iimted liability conpany, or subchapter S
corporation; if conpensation and directors' fees of a sharehol der
or officer of a corporation other than a subchapter S corporation
are; or if the sumof the amounts in subdivision (b)(ii)(A) and (B)
is $170,000.00 or nore but |ess than $175,000.00, the credit is
reduced by 60%

(iv) If an individual, any 1 partner of the partnership, any 1
menber of the limted liability conpany, or any 1 sharehol der of
t he subchapter S corporation receives as a distributive share of
adj ust ed business incone mnus the | oss adjustnent of the
i ndi vidual, partnership, Iimted liability conpany, or subchapter S
corporation; if conpensation and directors' fees of a sharehol der
or officer of a corporation other than a subchapter S corporation
are; or if the sumof the amounts in subdivision (b)(ii)(A) and (B)
is $175,000.00 or nore but not in excess of $180,000.00, the credit
is reduced by 80%

(2) For the purposes of determ ning disqualification under
subsection (1), an active sharehol der's share of business incone
shall not be attributed to another active sharehol der.

(3) To determ ne the reduction percentage under subsection
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(1)(c), the follow ng apply:

(a) The reduction percentage for a partnership, limted
liability conpany, or subchapter S corporation is based on the
di stributive share of adjusted business inconme mnus |oss
adj ustnent of the partner, nenber, or shareholder with the greatest
di stributive share of adjusted business incone mnus |oss
adj ust nent .

(b) The reduction percentage for a corporation other than a
subchapter S corporation is the greater of the foll ow ng:

(1) The reduction percentage based on the conpensation and
directors' fees of the sharehol der or officer with the greatest
anount of conpensation and directors' fees.

(i) The reduction percentage based on the sum of the anounts
in subsection (1)(b)(ii))(A and (B) for the sharehol der or officer
with the greatest sum of the amounts in subsection (1) (b)(ii)(A) and
(B)

(4) A taxpayer that qualifies under subsection (1) is allowed
a credit against the tax inposed under this act. The credit under
this subsection is the anbunt by which the tax inposed under this
act exceeds 1.8% of adjusted business incone.

(5) If gross receipts exceed $19, 000, 000. 00, the credit shal
be reduced by a fraction, the nunerator of which is the anmount of
gross receipts over $19, 000, 000.00 and the denomi nator of which is
$1, 000, 000. 00. The credit shall not exceed 100% of the tax
liability inposed under this act.

(6) For a taxpayer that reports for a tax year |less than 12

the anpbunts specified in this section for gross receipts,
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adj ust ed busi ness incone, and share of business incone shall be
multiplied by a fraction, the nunmerator of which is the nunber of
nmonths in the tax year and the denom nator of which is 12.

(7) The departnment shall permt a taxpayer that elects to
claimthe credit allowed under this section based on the anount by
whi ch the tax inposed under this act exceeds the percentage of
adj ust ed business incone for the tax year as determ ned under
subsection (4), and that is not required to reduce the credit
pursuant to subsection (1) or (5), to file and pay the tax inposed
by this act w thout conputing the tax inposed under section 20.

(8) Conpensation paid by the professional enployer
organi zation to the officers of the client and to enpl oyees of the
pr of essi onal enpl oyer organi zati on who are assigned or |eased to
and performservices for the client shall be included in
determning eligibility under this section.

(9) As used in this section

(a) "Active sharehol der" nmeans a sharehol der who receives at
| east $10, 000.00 in conpensation, directors' fees, or dividends
fromthe business, and who owns at |east 5% of the outstanding
stock or other ownership interest.

(b) "Adjusted business incone" neans business inconme as
defined in section 3 with all of the follow ng adjustnents:

(1) Add conpensation and directors' fees of active sharehol ders
of a corporation.

(i) Add, to the extent deducted in determ ning federal taxable
income, a carry back or a carry over of a net operating |oss.

(iii) Add, to the extent deducted in determ ning federal taxable
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income, a capital | oss.

(iv) Add conpensation and directors' fees of officers of a
cor porati on.

(c) "Detroit consumer price index" neans the nost
conpr ehensi ve i ndex of consumer prices available for the Detroit
area fromthe United States departnent of |abor, bureau of |abor
statistics.

(d) "Loss adjustnent” neans the amount by which adj usted
busi ness incone was |l ess than zero in any of the 5 tax years
i mredi ately preceding the tax year for which eligibility for the
credit under this section is being determ ned. In determning the
| oss adjustnent for a tax year, a taxpayer is not required to use
nore of the taxpayer's total negative adjusted business incone than
t he anmount needed to qualify the taxpayer for the credit under this
section. A taxpayer shall not be considered to have used any
portion of the taxpayer's negative adjusted busi ness inconme anmount
unl ess the portion used is necessary to qualify for the credit
under this section. A taxpayer shall not reuse a negative adjusted
busi ness incone anobunt used as a |oss adjustnment in a previous tax
year or use a negative adjusted business incone anount froma year
in which the taxpayer did not receive the credit under this
secti on.

Sec. 419. (1) For tax years that begin after Decenber 31
2008, a taxpayer that has been issued a tax voucher certificate
under section 23 of the Mchigan early stage venture investnent act
of 2003, 2003 PA 296, MCL 125.2253, or any taxpayer to which all or

a partion of a tax voucher is transferred pursuant to the M chigan
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early stage venture investnent act of 2003, 2003 PA 296, MCL
125. 2231 to 125.2263, may use the tax voucher to pay a liability of
t he t axpayer due under this act.

(2) The total anpbunt of all tax voucher certificates that
shal | be approved under this section, section 37e of former 1975 PA
228, and the Mchigan early stage venture investnent act of 2003,
2003 PA 296, MCL 125.2231 to 125.2263, shall not exceed an anount
sufficient to allow the Mchigan early stage venture investnent
corporation to raise $450, 000, 000. 00 for the purposes authorized
under the M chigan early stage venture investnment act of 2003, 2003
PA 296, MCL 125.2231 to 125.2263. The total anmount of all tax
voucher certificates under this section and section 37e of forner
1975 PA 228 shall not exceed $600, 000, 000. 00.

(3) The departnment shall not approve a tax voucher certificate
under section 23(2) of the Mchigan early stage venture investnent
act of 2003, 2003 PA 296, MCL 125.2253, after Decenber 31, 2015.

(4) For tax voucher certificates approved under subsection
(2), the amount of tax voucher certificates approved by the
departnment for use in any tax year shall not exceed 25% of the
total amount of all tax voucher certificates approved by the
depart nent.

(5) Investors shall apply to the Mchigan early stage venture
i nvest ment corporation for approval of tax voucher certificates at
the tinme and in the manner required under the Mchigan early stage
venture investnment act of 2003, 2003 PA 296, MCL 125.2231 to
125. 2263.

(6) The M chigan early stage venture investnent corporation
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shal | determ ne which investors are eligible for tax vouchers and
t he amount of the tax vouchers allowed to each investor as provided
in the Mchigan early stage venture investnment act of 2003, 2003 PA
296, MCL 125.2231 to 125.2263.

(7) The tax voucher certificate, and any conpleted transfer
formthat was issued pursuant to the M chigan early stage venture
i nvestment act of 2003, 2003 PA 296, MCL 125.2231 to 125. 2263,
shall be attached to the taxpayer's annual return under this act.
The departnent may prescribe and inplenent alternative nethods of
reporting and recordi ng ownership, transfer, and utilization of tax
voucher certificates that are not inconsistent with this act.

(8) A tax voucher shall be used to pay a liability of the
t axpayer due under this act only in a tax year that begins after
Decenber 31, 2008. The ampunt of the tax voucher that may be used
to pay a liability of the taxpayer due under this act in any tax
year shall not exceed the | esser of the follow ng:

(a) The anount of the tax voucher stated on the tax voucher
certificate held by the taxpayer.

(b) The anopunt authorized to be used in the tax year under the
terms of the tax voucher certificate.

(c) The taxpayer's liability due under this act for the tax
year for which the tax voucher is to be applied.

(9) The departnment shall adm nister transfers of tax voucher
certificates or the transfer of the right to be issued and receive
a tax voucher certificate as provided in the Mchigan early stage

venture investnent act of 2003, 2003 PA 296, MCL 125.2231 to

and shall take any action necessary to enforce and
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ef fectuate the perm ssible issuance and use of tax voucher
certificates in a manner authorized under this section and the

M chigan early stage venture investnment act of 2003, 2003 PA 296,
MCL 125.2231 to 125. 2263.

(10) If the amount of a tax voucher certificate held by a
t axpayer or transferee exceeds the anpbunt the taxpayer or
transferee may use under subsection (8)(b) or (c) in a tax year,

t hat excess may be used by the taxpayer or transferee to pay,
subject to the limtations of subsection (8), any future liability
of the taxpayer or transferee under this act.

(11) If a taxpayer requests, the departnment shall issue
separate repl acenent tax voucher certificates, or replacenent
approval letters, evidencing the right of the holder to be issued
and receive a tax voucher certificate in an aggregate anount equa
to the anount of a tax voucher certificate or an approval letter
presented by a taxpayer. Replacenent tax voucher certificates nmay
be used, and repl acenment approval letters may be issued, to
evidence the right to be issued and receive a tax voucher
certificate that will be used for 1 or nore of the follow ng
pur poses:

(a) To pay any liability of the taxpayer under this act to the
extent permitted in any tax year by subsection (8).

(b) To pay any liability of the taxpayer under and to the
extent allowed under section 270 of the inconme tax act of 1967,
1967 PA 281, MCL 206. 270.

(c) To be transferred to a taxpayer that nay use the

repltacenent tax voucher certificate to pay any liability under this
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act to the extent all owed under subsection (8).

(d) To be transferred to a taxpayer that nmay use the tax
voucher certificate to pay any liability under and to the extent
al  owed under section 270 of the inconme tax act of 1967, 1967 PA
281, MCL 206. 270.

(12) As used in this section:

(a) "Investor" neans that termas defined in the M chigan
early stage venture investnent act of 2003, 2003 PA 296, MCL
125. 2231 to 125.2263.

(b) "Certificate" nmeans the certificate issued under section
23 of the Mchigan early stage venture investnent act of 2003, 2003
PA 296, MCL 125.2253.

(c) "Transferee" neans a taxpayer to whom a tax voucher
certificate has been transferred under section 23 of the M chigan
early stage venture investnent act of 2003, 2003 PA 296, MCL
125. 2253, and this section.

Sec. 421. (1) A taxpayer that is not subject to the incone tax
act of 1967, 1967 PA 281, MCL 206.1 to 206.532, may claima credit
agai nst the tax inposed by this act, subject to the applicable
[imtations under this section, equal to 50% of the aggregate
anount of charitable contributions nmade by the taxpayer during the
tax year to all of the follow ng:

(a) A public broadcast station as defined by 47 USC 397 that
is not affiliated with an institution of higher education.

(b) A public library.

(c) An institution of higher learning located in this state or

a nanprofit corporation, fund, foundation, trust, or association
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organi zed and operated exclusively for the benefit of an
institution of higher |earning.

(d) The M chigan coll eges foundati on.

(e) Amunicipality or a nonprofit corporation affiliated with
an art, historical, or zoological institute for the purpose of
benefiting the art, historical, or zool ogical institute.

(f) An institution devoted to the procurenent, care, study,
and display of objects of lasting interest or val ue.

(g) The M chi gan housi ng and conmunity devel opnent fund
created in section 3 of the M chigan housi ng and comunity
devel opnent fund act, 2004 PA 479, MCL 125.2823.

(2) The tax credit allowed under this section for a donation
under subsection (1)(c) is allowed only if the donee corporation,
fund, foundation, trust, or association is controlled or approved
and reviewed by the governing board of the institution of higher
| earni ng that benefits fromthe charitable contributions. The
nonprofit corporation, fund, foundation, trust, or association
shal | provide copies of its annual independently audited financi al
statenments to the auditor general of this state and chairpersons of
the appropriation conmttees of the senate and house or
representatives.

(3) The credit allowed under this section for any tax year
shall not exceed 5% of the tax liability of the taxpayer for that
tax year as determned without regard to this section or
$10, 000. 00, whi chever is |ess.

(4) If the anmount of the credit allowed under this section

excageds the tax liability of the taxpayer for the tax year, that
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portion of the credit that exceeds the tax liability shall not be
r ef unded.

(5) As used in this section

(a) "Institution of higher |earning" neans an educati onal
institution located within this state neeting all of the foll ow ng
requi renents:

(i) Maintains a regular faculty and curriculumand has a
regularly enrolled body of students in attendance at the pl ace
where its educational activities are carried on.

(i) Regularly offers education above the twelfth grade.

(iii) Awards associ ate, bachelor's, nmaster's, or doctora
degrees or any conbi nati on of those degrees or higher education
credits acceptable for those degrees granted by other institutions
of hi gher | earning.

(iv) I's recogni zed by the state board of education as an
institution of higher |earning and appears as an institution of
hi gher learning in the annual publication of the departnent of
education entitled "the directory of institutions of higher
educati on".

(b) "Public library" neans a public library as defined in
section 2 of 1977 PA 89, MCL 397.552.

Sec. 423. (1) A taxpayer that is an enployer that is subject
to the worker's disability conpensation act of 1969, 1969 PA 317,
MCL 418.101 to 418.941, may claima credit against the tax inposed
by this act an anmobunt equal to the anmount paid during that tax year
by the taxpayer pursuant to section 352 of the worker's disability

ensation act of 1969, 1969 PA 317, MCL 418.352, as certified by
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the director of the bureau of worker's disability conpensation
pursuant to section 391(6) of the worker's disability conpensation
act of 1969, 1969 PA 317, MCL 418. 391.

(2) A taxpayer that clains a credit under this section shal
claima portion of the credit allowed by this section equal to the
payments nade during a cal endar quarter pursuant to section 352 of
the worker's disability conpensation act of 1969, 1969 PA 317, MCL
418. 352, against the estimted tax paynents nmade under section 501.
Any subsequent increase or decrease in the amount claimed for
paynments nade by the insurer or self-insurer shall be reflected in
the amount of the credit taken for the cal endar quarter in which
t he amount of the adjustnent is finalized.

(3) The credit under this section is in addition to any other
credits the taxpayer is eligible for under this act.

(4) If the amount of the credit allowed under this section
exceeds the tax liability of the taxpayer for the tax year, that
portion of the credit that exceeds the tax liability shall be
ref unded.

Sec. 425. (1) Subject to the applicable limtations in this
section, a taxpayer that does not claima credit under section 261
of the income tax act of 1967, 1967 PA 281, MCL 206.261, may claim
a credit against the tax inposed by this act equal to 50% of the
anount the taxpayer contributed during the tax year to an endowrent
fund of a conmunity foundation or an education foundation

(2) The credit allowed by this section shall not exceed 5% of
the taxpayer's tax liability for the tax year before claimng any

credits allowed by this act or $5,000.00, whichever is |ess.
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(3) If the amount of the credit allowed under this section
exceeds the tax liability of the taxpayer for the tax year, that
portion of the credit that exceeds the tax liability shall not be
r ef unded.

(4) A taxpayer may claima credit under this section for
contributions to a community foundation nade before the expiration
of the 18-nonth period after a community foundation was
i ncorporated or established during which the community foundation
must buil d an endowrent val ue of $100, 000.00 as provided in
subsection (6)(g). If the conmunity foundation does not reach the
requi red $100, 000. 00 endowrent val ue during that 18-nonth peri od,
contributions to the community foundati on nade after the date on
whi ch the 18-nmonth period expires shall not be used to calculate a
credit under this section. At any tinme after the expiration of the
18-nmont h period under subsection (6)(a)(vi) that the conmunity
f oundati on has an endownent val ue of $100, 000. 00, the comunity
foundation may apply to the departnent for certification under this
section.

(5) On or before July 1 of each year, the departnent shal
report to the house of representatives conmttee on tax policy and
the senate finance conmttee the total amount of tax credits
cl ai med under this section and under section 261 of the incone tax
act of 1967, 1967 PA 281, MCL 206.261, for the inmediately
precedi ng tax year.

(6) As used in this section

(a) "Conmunity foundation"” neans an organi zation that applies

for fcertification under subsection (4) on or before May 15 of the

801325 O7n¢Hid) Draft 3 KAO



© 00 N o o A~ W N PP

N NN N N N NN R P P P R P P R R R
N~ o o0 A WO N P O O 0N OO O~ WOWDN P O

89

tax year for which the taxpayer is claimng the credit and that the
departnent certifies for that tax year as neeting all of the
foll owi ng requirenments:

(i) Qualifies for exenption fromfederal income taxation under
section 501(c)(3) of the internal revenue code.

(i) Supports a broad range of charitable activities within the
speci fic geographic area of this state that it serves, such as a
muni ci pality or county.

(iii) Mai ntains an ongoi ng programto attract new endowrent
funds by seeking gifts and bequests froma w de range of potenti al
donors in the community or area served.

(iv) I's publicly supported as defined by the regulations of the
United States departnment of treasury, 26 CFR 1.170A-9(e)(10). To
mai ntain certification, the community foundation shall submt
docunentation to the departnment annually that denonstrates
conpliance with this subparagraph

(v) I's not a supporting organi zation as an organi zation is
described in section 509(a)(3) of the internal revenue code and in
26 CFR 1.509(a)-4 and 1.509(a)-5.

(vi) Meets the requirenments for treatnent as a single entity
contained in 26 CFR 1. 170A-9(e) (11).

(vii) Except as provided in subsection (4), is incorporated or
established as a trust at |east 6 nonths before the begi nning of
the tax year for which the credit under this section is clainmed and
t hat has an endowrent val ue of at |east $100, 000. 00 before the
expiration of 18 nonths after the comrunity foundation is

i ncar porated or established.
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(viii) Has an independent governing body representing the
general public's interest and that is not appointed by a single
outside entity.

(iX) Provides evidence to the departnent that the conmnity
foundati on has, before the expiration of 6 nonths after the
community foundation is incorporated or established, and maintains
continually during the tax year for which the credit under this
section is clainmed, at least 1 part-tinme or full-tinme enployee.

(X) For community foundations that have an endownent val ue of
$1, 000, 000. 00 or nore only, the comunity foundation is subject to
an annual independent financial audit and provi des copies of that
audit to the departnment not nore than 3 nonths after the conpletion
of the audit. For community foundations that have an endownent
val ue of |ess than $1, 000, 000. 00, the comunity foundation is
subj ect to an annual review and an audit every third year.

(xi) I'n addition to all other criteria listed in this
subsection for a coomunity foundation that is incorporated or
established after January 9, 2001, operates in a county of this
state that was not served by a comunity foundati on when the
community foundati on was incorporated or established or operates as
a geographi c conmponent of an existing certified conmunity
f oundat i on.

(b) "Education foundation"” neans an organi zation that applies
for certification on or before April 1 of the tax year for which
the taxpayer is claimng the credit that annually submts
docunentation to the departnent that denonstrates continued

liance with this subdivision, and that the departnent certifies
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for that tax year as neeting all of the follow ng requirenents:

(i) Qualifies for exenption fromfederal income taxation under
section 501(c)(3) of the internal revenue code.

(i) Maintains an ongoing programto attract new funds by
seeking gifts and bequests froma w de range of potential donors in
the community or area served.

(i) AI'l funds, gifts, and bequests are exclusively dedicated
to a school district or public school acadeny or a foundation
described in section 509(a)(1) or 509(a)(3) of the internal revenue
code that is located in the conmunity or area served and that is
| ocated in this state.

(iv) I's publicly supported as defined by the regulations of the
United States departnment of treasury, 26 CFR 1.170A-9(e)(10).

(v) Meets the requirements for treatnent as a single entity
contained in the regulations of the United States departnent of
treasury, 26 CFR 1.170A-9(e)(11).

(vi) I's incorporated or established as a trust at |least 6
nont hs before the beginning of the tax year for which the credit is
cl ai ned.

(vii) Has an i ndependent governi ng body representing the
general public's interest and that is not appointed by a single
outside entity.

(viii) I's subject to a programrevi ew each year and an
i ndependent financial audit every 3 years and provi des copi es of
the reviews and audits to the departnent not nore than 3 nonths
after the review or audit is conpl et ed.

Sec. 427. (1) A taxpayer that does not claima credit under
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section 261 of the incone tax act of 1967, 1967 PA 281, MCL
206. 261, for a contribution to a shelter for honel ess persons, food
kitchen, food bank, or other entity, the primry purpose of which
is to provide overni ght acconmodation, food, or neals to persons
who are indigent, may claima credit against the tax inposed by
this act equal to 50% of the cash amount the taxpayer contri buted
during the tax year to a shelter for honel ess persons, food
kitchen, food bank, or other entity, the primry purpose of which
is to provide overnight accommodation, food, or neals to persons
who are indigent, if a contribution to that entity is tax

deducti ble for the donor under the internal revenue code.

(2) The credit allowed by this section shall not exceed 5% of
the taxpayer's tax liability for the tax year before claimng any
credits allowed by this act or $5,000.00, whichever is |ess.

(3) If the amount of the credit allowed under this section
exceeds the tax liability of the taxpayer for the tax year, that
portion of the credit that exceeds the tax liability shall not be
ref unded.

(4) An entity described in subsection (1) may request that the
department determ ne whether a contribution to that entity
qualifies for the credit under this section. The departnent shal
nmake a determ nation and respond to a request no later than 30 days
after the departnment receives the request.

(5) On or before July 1 of each year, the departnent shal
report to the house of representatives conmttee on tax policy and
the senate commttee on finance the total ampunt of tax credits

cl aifmed under this section, section 425, and section 261 of the

801325 O7n¢Hid) Draft 3 KAO



© 00 N o o0 A~ W N PP

N NN N N N NN R P P R R P P R Rk R
N~ o o0 A WO N P O ©O 0N OO 0o~ WOWDN O

93

incone tax act of 1967, 1967 PA 281, MCL 206. 261, for the
i medi atel y precedi ng tax year

Sec. 429. (1) A taxpayer may claima credit against the tax
i nposed by this act for 1 or nore of the follow ng as applicable:

(a) The credit allowed under subsection (2).

(b) The credit allowed under subsection (6).

(2) 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 amount determ ned under subdivision (a) or (b),
whi chever is |ess:

(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) Ten percent of the anmount by which the taxpayer's adjusted
qgqual i fied business activity perfornmed in this state outside of a
renai ssance zone for the tax year exceeds the taxpayer's adjusted
qgqual i fied business activity perfornmed in this state outside of a
renai ssance zone for the 2001 tax year under section 39e of fornmer
1975 PA 228.

(3) For any tax year in which the eligible taxpayer's tax
liability 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) A taxpayer that clainms a credit under subsection (2) shal
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attach a copy of each of the followi 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
subsection (2):

(a) The proof of certification that the taxpayer is an
eligible 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
liability attributable to qualified business activity.

(5) A taxpayer that is a qualified alternative energy entity
may claima credit for the taxpayer's qualified payroll amunt. A
t axpayer shall claimthe credit under this subsection after al
al | owabl e nonrefundabl e credits under this act.

(6) If the credit all owed under subsection (5) exceeds the tax
liability of the taxpayer for the tax year, that portion of the
credit that exceeds the tax liability shall be refunded.

(7) As used in this section

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

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

(i) For a partnership, limted liability conpany, S
corporation, or individual, the amount determ ned under

subpar agraph (i) plus the product of the following as related to the
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t axpayer

(A) Business incone.

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

(C© The alternative energy business activity factor.

(b) "Alternative energy business activity factor” nmeans a
fraction, the nunerator 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 renaissance 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 renaissance 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" nmeans a renai ssance zone
designated as an alternative energy zone by the board of the
M chi gan strategi c 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
under fornmer 1975 PA 228 nultiplied by the taxpayer's alternative

enertgy business activity factor for the 2001 tax year under fornmer
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1975 PA 228. A taxpayer with a 2001 tax year of less than 12 nonths
under former 1975 PA 228 shall annualize the anmount cal cul ated
under this subdivision as necessary to determ ne baseline tax
l[iability attributable to qualified business activity that reflects
a 12-nonth peri od.

(f) "Eligible taxpayer"” nmeans 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" nmeans a taxpayer
| ocated in an alternative energy zone.

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

(j) "Qualified enpl oyee" nmeans 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 amount"™ nmeans an anount equal to
payroll 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)

eing clainmed, multiplied by the tax rate for that tax year.
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(1) "Renai ssance zone" neans a renai ssance zone designated
under the M chigan renai ssance zone act, 1996 PA 376, MCL 125. 2681
to 125. 2696.

(mM "Renewable fuel" nmeans 1 or nore of the foll ow ng:

(i) Biodiesel or biodiesel blends containing at |east 20%
bi odi esel . As used in this subparagraph, "biodiesel"” neans a diesel
fuel substitute consisting of nethyl or ethyl esters produced from
the transesterification of animal or vegetable fats w th nethanol
or et hanol .

(i) Biomass. As used in this subparagraph, "biomass" 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, mnunicipal waste, or landfills.

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

(o) "Tax rate" neans the rate inposed under section 5le of the
incone tax act of 1967, 1967 PA 281, MCL 206.5l1e, annualized as
necessary, for the tax year in which the qualified alternative
energy entity clainms a credit under subsection (6).

Sec. 431. (1) For a period of tinme not to exceed 20 years as
determ ned by the M chigan economic growth authority, a taxpayer
that is an authorized business or an eligible taxpayer may claima
credit against the tax inposed by this act equal to the anmount

certtified each year by the M chigan econom c growth authority as
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foll ows:

(a) For an authorized business for the tax year, an anmount not
to exceed the payroll of the authorized business attributable to
enpl oyees who performqualified new jobs as determ ned under the
M chi gan economic growh authority act, 1995 PA 24, MCL 207.801 to
207.810, multiplied by the tax rate.

(b) For an eligible business as determ ned under section
8(5)(a) of the M chigan economc growth authority act, 1995 PA 24,
MCL 207.808, an anount not to exceed 50% of the payroll of the
eligible taxpayer attributable to enpl oyees who performretained
j obs as determ ned under the M chigan econom c growth authority
act, 1995 PA 24, MCL 207.801 to 207.810, multiplied by the tax rate
for the tax year.

(c) For an eligible business as determ ned under section
8(5)(b) of the M chigan economc growth authority act, 1995 PA 24,
MCL 207.808, an anount not to exceed the payroll of the eligible
t axpayer attributable to enpl oyees who performretained jobs as
determ ned under the M chigan econom c growth authority act, 1995
PA 24, MCL 207.801 to 207.810, nultiplied by the tax rate for the
tax year.

(2) A taxpayer shall not claima credit under this section
unl ess the M chigan econom c growmh authority has issued a
certificate to the taxpayer. The taxpayer shall attach the
certificate to the annual return filed under this act on which a
credit under this section is clained.

(3) The certificate required by subsection (2) shall state al

of tthe foll ow ng:
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(a) The taxpayer is an authorized business or an eligible
t axpayer

(b) The anpunt of the credit under this section for the
aut hori zed business or eligible taxpayer for the designated tax
year.

(c) The taxpayer's federal enployer identification nunber or
the M chi gan departnment of treasury nunber assigned to the
t axpayer

(4) The M chigan economic growh authority may certify a
credit under this section based on an agreenent entered into prior
to January 1, 2008 pursuant to section 37c of former 1975 PA 228.
The nunber of years for which the credit may be clainmed under this
section shall equal the maxi num nunber of years designated in the
resol ution reduced by the nunber of years for which a credit has
been cl ai med or coul d have been cl ai ned under section 37c of forner
1975 PA 228.

(5) If the credit allowed under this section exceeds the tax
liability of the taxpayer for the tax year, that portion of the
credit that exceeds the tax liability of the taxpayer shall be
ref unded.

(6) A taxpayer that clainms a credit under subsection (1) or
section 37c or 37d of former 1975 PA 228, that has an agreenent
with the M chigan economi c gromh authority based on qualified new
jobs as defined in section 3(n)(ii) of the M chigan econom c growth
authority act, 1995 PA 24, MCL 207.803, and that renoves fromthis
state 51% or nore of those qualified new jobs within 3 years after

thetfirst year in which the taxpayer clains a credit described in
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this subsection shall pay to the departnent no later than 12 nonths
after those qualified new jobs are renoved fromthe state an anopunt
equal to the total of all credits described in this subsection that
were claimed by the taxpayer.

(7) I'f the Mchigan economic gromh authority or a designee of
the M chigan economic growmh authority requests that a taxpayer
that clainms the credit under this section get a statenent prepared
by a certified public accountant verifying that the actual nunber
of new jobs created is the same nunber of new jobs used to
calculate the credit under this section, the taxpayer shall get the
statenment and attach that statenent to its annual return under this
act on which the credit under this section is clained.

(8) Acredit shall not be clainmed by a taxpayer under this
section if the taxpayer's initial certification as required in
subsection (3) is issued after Decenmber 31, 2013.

(9) For purposes of this section, taxpayer includes a person
subject to the tax inposed under chapter 2B

(10) As used in this section:

(a) "Authorized business", "facility", "full-tinme job",
"qualified high-technol ogy business", and "witten agreenent” nean
those terns as defined in the M chigan econom c growmh authority
act, 1995 PA 24, MCL 207.801 to 207.810.

(b) "Eligible taxpayer” nmeans an aut hori zed busi ness that
neets the criteria under section 8(5) of the M chigan economc
growt h authority act, 1995 PA 24, MCL 207. 808.

(c) "M chigan econom c growh authority" nmeans the M chi gan

econfom ¢ growth authority created in the M chigan econom c growth
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authority act, 1995 PA 24, MCL 207.801 to 207.810.

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

(e) "Qualified new jobs" neans 1 or nore of the follow ng:

(i) The average nunber of full-tinme jobs at a facility of an
aut hori zed business for a tax year in excess of the average nunber
of full-time jobs the authorized business naintained in this state
prior to the expansion or location as that is determ ned under the
M chi gan econom c growth authority act, 1995 PA 24, MCL 207.801 to
207. 810.

(i) The average nunber of full-tinme jobs at a facility created
by an eligible business within 120 days before becom ng an
aut hori zed business that is in excess of the average nunber of
full -time jobs that the business maintained in this state 120 days
bef ore becom ng an authorized busi ness, as determ ned under the
M chi gan econom c growth authority act, 1995 PA 24, MCL 207.801 to
207. 810.

(f) "Tax rate" neans the rate inposed under section 5le of the
income tax act of 1967, 1967 PA 281, MCL 206.51e, for the tax year
in which the tax year of the taxpayer for which the credit is being
conmput ed begi ns.

Sec. 433. (1) A taxpayer that is a business |ocated and
conducting business activity within a renai ssance zone may claima
credit against the tax inposed by this act for the tax year to the
extent and for the duration provided pursuant to the M chigan
renai ssance zone act, 1996 PA 376, MCL 125.2681 to 125.2696, equa

to tthe |l esser of the follow ng:
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(a) The tax liability attributable to business activity
conducted within a renai ssance zone in the tax year

(b) Ten percent of adjusted services perforned in a designated
renai ssance zone.

(c) For a taxpayer |ocated and conducting business activity in
a renai ssance zone before January 1, 2008, the product of the
fol | ow ng:

(1) The credit clainmed under section 39b of forner 1975 PA 228
for the tax year ending in 2007.

(i) The ratio of the taxpayer's payroll in this state in the
tax year divided by the taxpayer's payroll in this state in its tax
year ending in 2007 under former 1975 PA 228.

(iii) The ratio of the taxpayer's renai ssance zone busi ness
activity factor for the tax year divided by the taxpayer's
renai ssance zone business activity factor for its tax year ending
in 2007 under section 39b of former 1975 PA 228.

(2) Any portion of the taxpayer's tax liability that is
attributable to illegal activity conducted in the renai ssance zone
shall not be used to calculate a credit under this section.

(3) The credit allowed under this section continues through
the tax year in which the renai ssance zone desi gnati on expires.

(4) If the amount of the credit allowed under this section
exceeds the tax liability of the taxpayer for the tax year, that
portion of the credit that exceeds the tax liability shall not be
ref unded.

(5) A taxpayer that clainms a credit under this section shal

not tenpl oy, pay a speaker fee to, or provide any renuneration,
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conpensation, or consideration to any person enployed by the state,
the state adm nistrative board created in 1921 PA 2, MCL 17.1 to
17.3, or the renai ssance zone review board created in 1996 PA 376,
MCL 125.2681 to 125.2696, whose enploynent relates or related in
any way to the authorization or enforcenent of the credit all owed
under this section for any year in which the taxpayer clains a
credit under this section and for the 3 years after the |ast year
that a credit is clained.

(6) To be eligible for the credit all owed under this section,
an otherw se qualified taxpayer shall file an annual return under
this act in a format determ ned by the departnent.

(7) Any portion of the taxpayer's tax liability that is
attributable to business activity related to the operation of a
casi no, and business activity that is associated or affiliated with
t he operation of a casino, including, but not limted to, the
operation of a parking lot, hotel, notel, or retail store, shal
not be used to calculate a credit under this section.

(8) As used in this section

(a) "Adjusted services perforned in a designated renai ssance
zone" neans either of the foll ow ng:

(1) Except as provided in subparagraph (ii), the sum of the
t axpayer's payroll for services perforned in a designated
renai ssance zone plus an anount equal to the anobunt deducted in
arriving at federal taxable incone for the tax year for
depreciation, anortization, or inmrediate or accelerated wite-off
for tangi bl e property exenpt under section 7ff of the general

progerty tax act, 1893 PA 206, MCL 211.7ff, in the tax year or, for
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new property, in the immediately followi ng tax year.

(i) For a partnership, limted liability conpany, S
corporation, or individual, the amount determ ned under
subparagraph (i) plus the product of the following as related to the
t axpayer if greater than zero:

(A) Business incone.

(B) The ratio of the taxpayer's total sales in this state
during the tax year divided by the taxpayer's total sales
everywhere during the tax year

(© The renai ssance zone business activity factor.

(b) "Casino" neans a casino regulated by this state pursuant
to the Mchigan gam ng control and revenue act, the Initiated Law
of 1996, MCL 432.201 to 432.226.

(c) "New property"” neans property that has not been subject
to, or exenpt from the collection of taxes under the general
property tax act, 1893 PA 206, MCL 211.1 to 211.157, and has not
been subject to, or exenpt from ad valorem property taxes |evied
in another state, except that receiving an exenption as inventory
property does not disqualify property.

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

(e) "Renai ssance zone" neans that termas defined in the
M chi gan renai ssance zone act, 1996 PA 376, MCL 125.2681 to
125. 2696.

(f) "Renai ssance zone business activity factor" neans a
fraction, the nunerator of which is the ratio of the average val ue

of tthe taxpayer's property located in a designated renai ssance zone
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to the average value of the taxpayer's property in this state plus
the ratio of the taxpayer's payroll for services perforned in a
desi gnat ed renai ssance zone to all of the taxpayer's payroll in
this state and the denom nator of which is 2.

(g) "Tax liability attributable to business activity conducted
wi thin a renai ssance zone" neans the taxpayer's tax liability
nmul tiplied by the renai ssance zone business activity factor.

Sec. 435. (1) A qualified taxpayer with a rehabilitation plan
certified after Decenber 31, 2007 or a qualified taxpayer that has
a rehabilitation plan certified before January 1, 2008 under
section 39c of former 1975 PA 228 for the rehabilitation of a
hi storic resource for which a certification of conpleted
rehabilitation has been issued after the end of the taxpayer's | ast
tax year may credit against the tax inposed by this act the anount
determ ned pursuant to subsection (2) for the qualified
expenditures for the rehabilitation of a historic resource pursuant
to the rehabilitation plan in the year in which the certification
of conpleted rehabilitation of the historic resource is issued
provi ded that the certification of conpleted rehabilitati on was
i ssued not nore than 5 years after the rehabilitation plan was
certified by the Mchigan historical center.

(2) The credit allowed under this section shall be 25% of the
qgqual i fied expenditures that are eligible for the credit under
section 47(a)(2) of the internal revenue code if the taxpayer is
eligible for the credit under section 47(a)(2) of the internal
revenue code or, if the taxpayer is not eligible for the credit

undar section 47(a)(2) of the internal revenue code, 25% of the
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qual i fied expenditures that would qualify under section 47(a)(2) of
the internal revenue code except that the expenditures are nade to
a historic resource that is not eligible for the credit under
section 47(a)(2) of the internal revenue code, subject to both of
the foll ow ng:

(a) A taxpayer with qualified expenditures that are eligible
for the credit under section 47(a)(2) of the internal revenue code
may not claima credit under this section for those qualified
expenditures unless the taxpayer has clainmed and received a credit
for those qualified expenditures under section 47(a)(2) of the
i nternal revenue code.

(b) A credit under this section shall be reduced by the amount
of a credit received by the taxpayer for the same qualified
expendi tures under section 47(a)(2) of the internal revenue code.

(3) To be eligible for the credit under this section, the
t axpayer shall apply to and receive fromthe M chigan historica
center certification that the historic significance, the
rehabilitation plan, and the conpleted rehabilitation of the
historic resource neet the criteria under subsection (6) and either
of the follow ng:

(a) All of the following criteria:

(1) The historic resource contributes to the significance of
the historic district in which it is |ocated.

(i) Both the rehabilitation plan and conpl eted rehabilitation
of the historic resource nmeet the federal secretary of the
interior's standards for rehabilitation and gui delines for

rehgbilitating historic buildings, 36 CFR part 67.
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(iii) Al rehabilitation work has been done to or within the
wal | s, boundaries, or structures of the historic resource or to
hi storic resources |ocated within the property boundaries of the
property.

(b) The taxpayer has received certification fromthe nationa
park service that the historic resource's significance, the
rehabilitation plan, and the conpleted rehabilitation qualify for
the credit allowed under section 47(a)(2) of the internal revenue
code.

(4) If a qualified taxpayer is eligible for the credit all owed
under section 47(a)(2) of the internal revenue code, the qualified
t axpayer shall file for certification with the center to qualify
for the credit allowed under section 47(a)(2) of the internal
revenue code. If the qualified taxpayer has previously filed for
certification with the center to qualify for the credit all owed
under section 47(a)(2) of the internal revenue code, additional
filing for the credit allowed under this section is not required.

(5) The center may inspect a historic resource at any tine
during the rehabilitation process and may revoke certification of
conpleted rehabilitation if the rehabilitati on was not undertaken
as represented in the rehabilitation plan or if unapproved
alterations to the conpleted rehabilitation are nade during the 5
years after the tax year in which the credit was clained. The
center shall pronptly notify the departnment of a revocation.

(6) Qualified expenditures for the rehabilitation of a
hi storic resource may be used to calculate the credit under this

secttion if the historic resource neets 1 of the criteria listed in
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subdivision (a) and 1 of the criteria listed in subdivision (b):

(a) The resource is 1 of the following during the tax year in
which a credit under this section is clained for those qualified
expendi t ures:

(i) Individually listed on the national register of historic
pl aces or state register of historic sites.

(i) A contributing resource located within a historic district
listed on the national register of historic places or the state
regi ster of historic sites.

(iii) A contributing resource located within a historic district
designated by a local unit pursuant to an ordi nance adopted under
the | ocal historic districts act, 1970 PA 169, MCL 399.201 to
399. 215.

(b) The resource neets 1 of the following criteria during the
tax year in which a credit under this section is clainmed for those
qgual i fied expenditures:

(1) The historic resource is located in a designated historic
district in a local unit of governnent with an existing ordi nance
under the local historic districts act, 1970 PA 169, MCL 399.201 to
399. 215.

(i) The historic resource is located in an incorporated |oca
unit of government that does not have an ordi nance under the | ocal
historic districts act, 1970 PA 169, MCL 399.201 to 399. 215, and
has a popul ation of |ess than 5, 000.

(1ii) The historic resource is located in an unincorporated
| ocal unit of governnent.

(iv) The historic resource is located in an incorporated | oca
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unit of governnent that does not have an ordi nance under the | ocal
historic districts act, 1970 PA 169, MCL 399. 201 to 399.215, and is
| ocated within the boundaries of an association that has been
chartered under 1889 PA 39, MCL 455.51 to 455.72.

(7) I'f aqualified taxpayer is a partnership, limted
liability conpany, or subchapter S corporation, the qualified
t axpayer may assign all or any portion of a credit allowed under
this section to its partners, nenbers, or sharehol ders, based on
the partner's, nmenber's, or sharehol der's proportionate share of
ownership or based on an alternative nethod approved by the
departnment. A credit assignment under this subsection is
irrevocabl e and shall be nade in the tax year in which a
certificate of conpleted rehabilitation is issued. A qualified
t axpayer may claima portion of a credit and assign the remaining
credit amount. A partner, nenber, or shareholder that is an
assi gnee shall not subsequently assign a credit or any portion of a
credit assigned to the partner, nenber, or sharehol der under this
subsection. A credit anount assigned under this subsection may be
cl ai med agai nst the partner's, menber's, or sharehol der's tax
l[iability under this act or under the inconme tax act of 1967, 1967
PA 281, MCL 206.1 to 206.532. A credit assignnent under this
subsection shall be nade on a formprescribed by the departnent.
The qualified taxpayer and assi gnees shall send a copy of the
conpl eted assignment formto the departnment in the tax year in
whi ch the assignnent is nmade and attach a copy of the conpleted
assignment formto the annual return required to be filed under

thig act for that tax year
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(8) If the credit allowed under this section for the tax year
and any unused carryforward of the credit allowed by this section
exceed the taxpayer's tax liability for the tax year, that portion
t hat exceeds the tax liability for the tax year shall not be
refunded but may be carried forward to offset tax liability in
subsequent tax years for 10 years or until used up, whichever
occurs first. An unused carryforward of a credit under section 39c
of former 1975 PA 228 that was unused at the end of the last tax
year for which fornmer 1975 PA 228 was in effect may be cl ai ned
agai nst the tax inposed under this act for the years the
carryforward woul d have been avail abl e under section 39c of fornmer
1975 PA 228.

(9) If the taxpayer sells a historic resource for which a
credit was clainmed under this section or under section 39c of
former 1975 PA 228 less than 5 years after the year in which the
credit was clainmed, the foll owi ng percentage of the credit amount
previously clained relative to that historic resource shall be
added back to the tax liability of the taxpayer in the year of the
sal e:

(a) If the sale is less than 1 year after the year in which
the credit was clained, 100%

(b) If the sale is at least 1 year but less than 2 years after
the year in which the credit was clainmed, 80%

(c) If the sale is at least 2 years but less than 3 years
after the year in which the credit was cl ai ned, 60%

(d) If the sale is at |least 3 years but |less than 4 years

aftar the year in which the credit was clai ned, 40%
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(e) If the sale is at |least 4 years but less than 5 years

after the year in which the credit was clai nmed, 20%

(f) If the sale is 5 years or nore after the year in which the

credit was clainmed, an addback to the taxpayer's tax liability

shal |l not be nade

(10) If a certification of conpleted rehabilitation is revoked

under subsection (5) less than 5 years after the year in which a
credit was clainmed under this section or under section 39c of
former 1975 PA 228, the foll ow ng percentage of the credit amount
previously clained relative to that historic resource shall be
added back to the tax liability of the taxpayer in the year of the
revocati on:

(a) If the revocation is less than 1 year after the year in

which the credit was cl ai ned, 100%

(b) If the revocation is at least 1 year but less than 2 years

n which the credit was cl ai ned, 80%

after the year

(c) If the revocation is at least 2 years but less than 3
years after the year in which the credit was clained, 60%

(d) If the revocation is at least 3 years but |less than 4
years after the year in which the credit was clained, 40%

(e) If the revocation is at |least 4 years but less than 5
years after the year in which the credit was clained, 20%

(f) If the revocation is 5 years or nore after the year in
which the credit was claimed, an addback to the taxpayer's tax
liability shall not be nade.

(11) The departnent of history, arts, and libraries through

t he fM chi gan hi storical center may i npose a fee to cover the
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adm ni strative cost of inplementing the program under this section.

(12) The qualified taxpayer shall attach all of the foll ow ng
to the qualified taxpayer's annual return required under this act
or under the income tax act of 1967, 1967 PA 281, MCL 206.1 to
206.532, if applicable, on which the credit is clained:

(a) Certification of conpleted rehabilitation

(b) Certification of historic significance related to the
hi storic resource and the qualified expenditures used to claima
credit under this section.

(c) A conmpleted assignment formif the qualified taxpayer has
assigned any portion of a credit all owed under this section to a
partner, nenber, or shareholder or if the taxpayer is an assignee
of any portion of a credit all owed under this section.

(13) The departnent of history, arts, and libraries shal
promul gate rules to inplenent this section pursuant to the
adm ni strative procedures act of 1969, 1969 PA 306, MCL 24.201 to
24. 328.

(14) The total of the credits clainmed under this section and
section 266 of the inconme tax act of 1967, 1967 PA 281, MCL
206. 266, for a rehabilitation project shall not exceed 25% of the
total qualified expenditures eligible for the credit under this
section for that rehabilitation project.

(15) The departnent of history, arts, and libraries through
the M chigan historical center shall report all of the followng to
the legislature annually for the imredi ately preceding state fiscal
year:

(a) The fee schedule used by the center and the total anount
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of fees collected.

(b) A description of each rehabilitation project certified.

(c) The location of each new and ongoi ng rehabilitation
proj ect .

(16) For purposes of this section, taxpayer includes a person
subject to the tax inposed under chapter 2B

(17) As used in this section:

(a) "Contributing resource" nmeans a historic resource that
contributes to the significance of the historic district in which
it is |located.

(b) "Historic district" nmeans an area, or group of areas not
necessarily having contiguous boundaries, that contains 1 resource
or a group of resources that are related by history, architecture,
ar chaeol ogy, engineering, or culture.

(c) "Historic resource" neans a publicly or privately owned
historic building, structure, site, object, feature, or open space
| ocated within a historic district designated by the nationa
regi ster of historic places, the state register of historic sites,
or a local unit acting under the local historic districts act, 1970
PA 169, MCL 399.201 to 399.215, or that is individually listed on
the state register of historic sites or national register of
hi storic places, and includes all of the follow ng:

(1) An owner-occupi ed personal residence or a historic resource
| ocated within the property boundaries of that personal residence.

(1) An income-producing conmercial, industrial, or residential
resource or a historic resource located within the property

bountdari es of that resource.
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(iii) A resource owned by a governnental body, nonprofit
organi zation, or tax-exenpt entity that is used primarily by a
t axpayer lessee in a trade or business unrelated to the
gover nnental body, nonprofit organization, or tax-exenpt entity and
that is subject to tax under this act.

(iv) A resource that is occupied or utilized by a governnental
body, nonprofit organization, or tax-exenpt entity pursuant to a
|l ong-term | ease or |ease with option to buy agreenent.

(v) Any other resource that could benefit fromrehabilitation.

(d) "Last tax year" neans the taxpayer's tax year under fornmner
1975 PA 228 that begins after Decenber 31, 2006 and before January
1, 2008.

(e) "Local unit" neans a county, city, village, or township.

(f) "Long-term | ease" neans a |lease termof at |east 27.5
years for a residential resource or at |least 31.5 years for a
nonr esi denti al resource.

(g) "Mchigan historical center"” or "center" neans the state
hi storic preservation office of the Mchigan historical center of
the departnent of history, arts, and libraries or its successor
agency.

(h) "Open space" neans undevel oped | and, a naturally
| andscaped area, or a formal or man-nmade | andscaped area that
provi des a connective link or a buffer between other resources.

(i) "Person" neans an individual, partnership, corporation
associ ation, governnmental entity, or other legal entity.

(j) "Qualified expenditures"” neans capital expenditures that

qualtify for a rehabilitation credit under section 47(a)(2) of the
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internal revenue code if the taxpayer is eligible for the credit
under section 47(a)(2) of the internal revenue code or, if the
taxpayer is not eligible for the credit under section 47(a)(2) of
the internal revenue code, the qualified expenditures that would
qual i fy under section 47(a)(2) of the internal revenue code except
that the expenditures are nade to a historic resource that is not
eligible for the credit under section 47(a)(2) of the internal
revenue code that were paid not nore than 5 years after the
certification of the rehabilitation plan that included those
expendi tures was approved by the center, and that were paid after
Decenber 31, 1998 for the rehabilitation of a historic resource.
Qual i fied expenditures do not include capital expenditures for
nonhi storic additions to a historic resource except an addition
that is required by state or federal regulations that relate to
historic preservation, safety, or accessibility.

(k) "Qualified taxpayer” neans a person that is an assignee
under subsection (7) or either owns the resource to be
rehabilitated or has a long-term | ease agreenent with the owner of
the historic resource and that has qualified expenditures for the
rehabilitation of the historic resource equal to or greater than
10% of the state equalized valuation of the property. If the
historic resource to be rehabilitated is a portion of a historic or
nonhi storic resource, the state equalized valuation of only that
portion of the property shall be used for purposes of this
subdi vision. |If the assessor for the local tax collecting unit in
which the historic resource is |ocated determ nes the state

equal i zed valuation of that portion, that assessor's determ nation
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shall be used for purposes of this subdivision. If the assessor
does not determ ne that state equalized valuation of that portion
qgual i fied expenditures, for purposes of this subdivision, shall be
equal to or greater than 5% of the appraised value as determ ned by
a certified appraiser. If the historic resource to be rehabilitated
does not have a state equalized valuation, qualified expenditures
for purposes of this subdivision shall be equal to or greater than
5% of the appraised value of the resource as determ ned by a
certified appraiser

() "Rehabilitation plan” neans a plan for the rehabilitation
of a historic resource that neets the federal secretary of the
interior's standards for rehabilitation and guidelines for
rehabilitation of historic buildings under 36 CFR part 67.

Sec. 437. (1) Subject to the criteria under this section, a
qgual i fied taxpayer that has unused credits or has a preapprova
letter issued after Decenber 31, 2007 and before January 1, 2013,
or a taxpayer that received a preapproval letter prior to January
1, 2008 under section 38g of former 1975 PA 228 and has not
received a certificate of conpletion prior to the taxpayer's | ast
tax year, provided that the project is conpleted not nore than 5
years after the preapproval letter for the project is issued, or an
assi gnee under subsection (20), (21), or (22) may claima credit
t hat has been approved under section 38g of former 1975 PA 228 or
under subsection (2), (3), or (4) against the tax inposed by this
act equal to either of the foll ow ng:

(a) If the total of all credits for a project is $1, 000, 000.00
10% of the cost of the qualified taxpayer's eligible
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i nvestment paid or accrued by the qualified taxpayer on an eligible
property provided that the project does not exceed the anount
stated in the preapproval letter. If eligible investnent exceeds

t he amount of eligible investnent in the preapproval letter for
that project, the total of all credits for the project shall not
exceed the total of all credits on the certificate of conpletion

(b) If the total of all credits for a project is nore than
$1, 000, 000. 00 but $30, 000, 000. 00 or |ess and, except as provided in
subsection (6)(b), the project is located in a qualified |oca
governnmental unit, a percentage as determ ned by the M chi gan
econom ¢ growm h authority not to exceed 10% of the cost of the
qgual i fied taxpayer's eligible investnment as determ ned under
subsection (9) paid or accrued by the qualified taxpayer on an
eligible property. If eligible investnent exceeds the anmount of
eligible investnent in the preapproval letter for that project, the
total of all credits for the project shall not exceed the total of
all credits on the certificate of conpletion.

(2) If the cost of a project will be $2,000,000.00 or less, a
qgqual i fied taxpayer shall apply to the M chigan econom c growth
authority for approval of the project under this subsection. An
appl i cation under this subsection shall state whether the project
is a nultiphase project. The chairperson of the M chigan econom c
growth authority or his or her designee is authorized to approve an
appl ication or project under this subsection. Only the chairperson
of the M chigan economc growth authority is authorized to deny an
application or project under this subsection. A project shall be

apprtoved or denied not nore than 45 days after receipt of the
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application. If the chairperson of the M chigan econonmi c growth
authority or his or her designee does not approve or deny the
application within 45 days after the application is received by the
M chi gan economic growh authority, the application is considered
approved as witten. The total of all credits for all projects
approved under this subsection shall not exceed $10, 000, 000.00 in
any cal endar year. If the chairperson of the M chigan economc
growth authority or his or her designee approves a project under
this subsection, the chairperson of the M chigan econom c growth
authority or his or her designee shall issue a preapproval letter
that states that the taxpayer is a qualified taxpayer; the maximm
total eligible investnment for the project on which credits may be
claimed and the maximumtotal of all credits for the project when
the project is conpleted and a certificate of conpletion is issued,
and the project nunber assigned by the M chigan econom c growth
authority. If a project is denied under this subsection, a taxpayer
is not prohibited from subsequently applying under this subsection
for the sane project or for another project. If the authority
approves a total of all credits for all projects under this
subsection of |ess than $10,000,000.00 in a cal endar year, the
authority may carry forward for 1 year only the difference between
$10, 000, 000. 00 and the total of all credits for all projects under
this subsection approved in the i medi ately precedi ng cal endar
year. The M chigan econom c growth authority shall devel op and

i npl enent the use of the application formto be used for projects
under this subsection. Before the M chigan econom c growth

authority substantially changes the form the M chigan econom c
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grom h authority shall adopt the changes by resolution and give
noti ce of the proposed resolution to the secretary of the senate,
to the clerk of the house of representatives, and to each person
who requested fromthe M chigan econonm c growh authority in
witing or electronically to be notified regarding proposed
resol utions. The notice and proposed resolution and all attachnents
shal |l be published on the M chigan econom c growth authority's
internet website. The M chigan economc growh authority shall hold
a public hearing not sooner than 14 days and not | ater than 30 days
after the date notice of a proposed resolution is given and offer
an opportunity for persons to present data, views, questions, and
argunments. The M chigan econom c growm h authority board nenbers or
1 or nore persons designated by the M chigan economc growth
authority who have know edge of the subject matter of the proposed
resolution shall be present at the public hearing and shall
participate in the discussion of the proposed resolution. The
M chi gan econom ¢ growth authority may act on the proposed
resol uti on no sooner than 14 days after the public hearing. The
M chi gan econom c growth authority shall produce a final decision
docunent that describes the basis for its decision. The fina
resolution and all attachnents and the decisi on docunent shall be
provided to the secretary of the senate and to the clerk of the
house of representatives and shall be published on the M chigan
econom c growmh authority's internet website. The notice shal
include all of the follow ng:

(a) A copy of the proposed resolution and all attachnents.

(b) A statenent that any person may express any data, Views,
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or argunents regardi ng the proposed resol ution.

(c) The address to which witten coments may be sent and the
date by which coments nust be mailed or electronically
transmtted, which date shall not be restricted to only before the
date of the public hearing.

(d) The date, time, and place of the public hearing.

(3) If the cost of a project will be for nore than
$2, 000, 000. 00 but $10, 000, 000.00 or less, a qualified taxpayer
shall apply to the M chigan economic growh authority for approval
of the project under this subsection. An application under this
subsection shall state whether the project is a nmultiphase project.
The chai rperson of the M chigan econom ¢ growh authority or his or
her designee is authorized to approve an application or project
under this subsection. Only the chairperson of the M chigan
econom c growh authority is authorized to deny an application or
project under this subsection. A project shall be approved or
deni ed not nore than 45 days after receipt of the application. If
t he chairperson of the M chigan econom c growh authority or his or
her desi gnee does not approve or deny an application within 45 days
after the application is received by the M chigan econom c growth
authority, the application is considered approved as witten. The
total of all credits for all projects approved under this
subsection shall not exceed $30, 000,000.00 in any cal endar year. If
the authority approves a total of all credits for all projects
under this subsection of |ess than $30, 000, 000.00 in a cal endar
year, the authority may carry forward for 1 year only the

di f fter ence between $30, 000, 000.00 and the total of all credits for
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all projects approved under this subsection in the inmediately
precedi ng cal endar year. The criteria in subsection (7) shall be
used when approving projects under this subsection. When approving
projects under this subsection, priority shall be given to projects
on a facility. The total of all credits for an approved project
under this subsection shall not exceed $1, 000, 000. 00. A taxpayer
may apply under this subsection instead of subsection (4) for
approval of a project that will be for nore than $10, 000, 000. 00,
but the total of all credits for that project shall not exceed

$1, 000, 000. 00. If the chairperson of the M chigan econom c growh
authority or his or her designee approves a project under this
subsection, the chairperson of the M chigan econom c growh
authority or his or her designee shall issue a preapproval letter
that states that the taxpayer is a qualified taxpayer; the maximm
total eligible investnment for the project on which credits may be
claimed and the maximumtotal of all credits for the project when
the project is conpleted and a certificate of conpletion is issued,
and the project nunber assigned by the M chigan econom c growth
authority. If a project is denied under this subsection, a taxpayer
is not prohibited from subsequently applying under this subsection
or subsection (4) for the sane project or for another project.

(4) If the cost of a project will be for nore than
$10, 000, 000. 00 and, except as provided in subsection (6)(b), the
project is located in a qualified local governnental unit, a
qual i fied taxpayer shall apply to the M chigan econom c growth
authority for approval of the project. An application under this

subgection shall state whether the project is a multiphase project.
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The M chi gan econom c grow h authority shall approve or deny the
project not nore than 65 days after receipt of the application. A
proj ect under this subsection shall not be approved w thout the
concurrence of the state treasurer. If the M chigan econom c growth
aut hority does not approve or deny the application within 65 days
after it receives the application, the M chigan econom c growth
authority shall send the application to the state treasurer. The
state treasurer shall approve or deny the application within 5 days
after receipt of the application. If the state treasurer does not
deny the application within 5 days after recei pt of the
application, the application is considered approved. The M chigan
econom ¢ grow h authority shall approve a |limted nunber of

proj ects under this subsection during each cal endar year as

provi ded in subsection (6). The M chigan economc growh authority
shall use the criteria in subsection (7) when approving projects
under this subsection, when determi ning the total amount of
eligible investnent, and when determ ni ng the percentage of
eligible investnent for the project to be used to calculate a
credit. The total of all credits for an approved project under this
subsection shall not exceed the anpbunt designated in the
preapproval letter for that project. If the M chigan econom c
growt h authority approves a project under this subsection, the

M chi gan econom c growth authority shall issue a preapproval letter
that states that the taxpayer is a qualified taxpayer; the
percentage of eligible investnent for the project determ ned by the
M chi gan econom ¢ growth authority for purposes of subsection

(1) (tb); the maxi mumtotal eligible investnent for the project on
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which credits may be clainmed and the maxinumtotal of all credits
for the project when the project is conpleted and a certificate of
conpletion is issued; and the project nunber assigned by the

M chi gan economic growh authority. The M chigan econom c grow h
authority shall send a copy of the preapproval letter to the
departnment. |f a project is denied under this subsection, a

t axpayer is not prohibited from subsequently applying under this
subsection or subsection (3) for the same project or for another
proj ect .

(5) If the project is on property that is functionally
obsol ete, the taxpayer shall include with the application an
affidavit signed by a level 3 or level 4 assessor, that states that
it is the assessor's expert opinion that the property is
functionally obsol ete and the underlying basis for that opinion

(6) The M chigan economic growth authority may approve not
nore than 17 projects each cal endar year under subsection (4), and
the following limtations apply:

(a) O the 17 projects allowed under this subsection, the
total of all credits for each project nmay be nore than
$10, 000, 000. 00 but $30, 000, 000.00 or less for up to 2 projects.

(b) O the 17 projects allowed under this subsection, up to 3
projects nmay be approved for projects that are not in a qualified
| ocal governmental unit if the property is a facility for which
eligible activities are identified in a browmfield plan or, for 1
of the 3 projects, if the property is not a facility but is
functionally obsolete or blighted, property identified in a

field plan. For purposes of this subdivision, a facility
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i ncludes a building or conplex of buildings that was used by a
state or federal agency and that is no | onger being used for the
purpose for which it was used by the state or federal agency.

(c) O the 2 projects allowed under subdivision (a), 1 may be
a project that also qualifies under subdivision (b).

(7) The M chigan economc growh authority shall review all
appl ications for projects under subsection (4) and, if an
application is approved, shall determ ne the maxi numtotal of al
credits for that project. Before approving a project for which the
total of all credits will be nmore than $10, 000, 000. 00 but
$30, 000, 000.00 or less only, the Mchigan econom c growh authority
shall determne that the project would not occur in this state
wi thout the tax credit offered under subsection (4). The M chi gan
econom ¢ growth authority shall consider the followng criteria to
t he extent reasonably applicable to the type of project proposed
when approving a project under subsection (4), and the chairperson
of the M chigan economc growth authority or his or her designee
shall consider the following criteria to the extent reasonably
applicable to the type of project proposed when approving a project
under subsection (2) or (3) or when considering an anendnent to a
proj ect under subsection (9):

(a) The overall benefit to the public.

(b) The extent of reuse of vacant buil di ngs and redevel opnment
of blighted property.

(c) Creation of jobs.

(d) Whether the eligible property is in an area of high
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(e) The level and extent of contam nation alleviated by the
qual i fied taxpayer's eligible activities to the extent known to the
qual i fied taxpayer.

(f) The level of private sector contribution.

(g) The cost gap that exists between the site and a sim|ar
greenfield site as determ ned by the M chi gan econom c growth
authority.

(h) If the qualified taxpayer is noving from another |ocation
in this state, whether the nove will create a brownfield.

(i) Whether the financial statenents of the qualified taxpayer
indicate that it is financially sound and that the project is
econom cal |y sound.

(j) Any other criteria that the M chigan econom c growh
authority or the chairperson of the M chigan econom c growh
authority, as applicable, considers appropriate for the
determ nation of eligibility under subsection (3) or (4).

(8) A qualified taxpayer may apply for projects under this
section for eligible investnment on nore than 1 eligible property in
a tax year. Each project approved and each project for which a
certificate of conpletion is issued under this section shall be for
eligible investnent on 1 eligible property.

(9) If, after a taxpayer's project has been approved and the
t axpayer has received a preapproval letter but before the project
is conpleted, the taxpayer determ nes that the project cannot be
conpl eted as preapproved, the taxpayer may petition the M chigan
econom c growm h authority to amend the project. The total of

eligible investnent for the project as anended shall not exceed the
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anount allowed in the preapproval letter for that project.

(10) A project may be a nultiphase project. If a project is a
mul ti phase project, when each conponent of the multiphase project
is conpl eted, the taxpayer shall submt docunentation that the
conponent is conplete, an accounting of the cost of the conponent,
and the eligible investnent for the conponent of each taxpayer
eligible for a credit for the project of which the conponent is a
part to the Mchigan econom c growh authority or the designee of
the M chi gan econom c growh authority, who shall verify that the
conmponent is conplete. Wien the conpletion of the conponent is
verified, a conponent conpletion certificate shall be issued to the
qual i fied taxpayer which shall state that the taxpayer is a
qual i fied taxpayer, the credit anount for the conponent, the
qgual i fied taxpayer's federal enployer identification nunber or the
M chi gan treasury nunber assigned to the taxpayer, and the project
nunber. The taxpayer may assign all or part of the credit for a
mul ti phase project as provided in this section after a conmponent
conpletion certificate for a conponent is issued. The qualified
t axpayer may transfer ownership of or |ease the conpl eted conmponent
and assign a proportionate share of the credit for the entire
project to the qualified taxpayer that is the new owner or |essee.
A nul ti phase project shall not be divided into nore than 20
conmponents. A conponent is considered to be conpl eted when a
certificate of occupancy has been issued by the |ocal nunicipality
in which the project is located for all of the buildings or
facilities that conprise the conpleted conponent and a conponent

letion certificate is issued. A credit assigned based on a
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mul ti phase project shall be clainmed by the assignee in the tax year
in which the assignnment is nade. The total of all credits for a
mul ti phase project shall not exceed the anpbunt stated in the
preapproval letter for the project under subsection (1). If al
conponents of a multiphase project are not conpleted by 10 years
after the date on which the preapproval letter for the project was
i ssued, the qualified taxpayer that received the preapproval letter
for the project shall pay to the state treasurer, as a penalty, an
anount equal to the sumof all credits claimed and assigned for all
conmponents of the multiphase project and no credits based on that
mul ti phase project shall be clainmed after that date by the
qgqual i fied taxpayer or any assignee of the qualified taxpayer. The
penalty under this subsection is subject to interest on the anmount
of the credit clained or assigned determ ned individually for each
conmponent at the rate in section 23(2) of 1941 PA 122, MCL 205. 23,
begi nning on the date that the credit for that conponent was
clai med or assigned. As used in this subsection, "proportionate
share"” means the same percentage of the total of all credits for
the project that the qualified investnment for the conpleted
component is of the total qualified investnent stated in the
preapproval letter for the entire project.

(11) Wen a project under this section is conpleted, the
t axpayer shall submt docunentation that the project is conpleted,
an accounting of the cost of the project, the eligible investnent
of each taxpayer if there is nore than 1 taxpayer eligible for a
credit for the project, and, if the taxpayer is not the owner or

| esgee of the eligible property on which the eligible investnent
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was made at the tine the project is conpleted, that the taxpayer
was the owner or |essee of that eligible property when all eligible
i nvestment of the taxpayer was made. The chai rperson of the
M chi gan economic growh authority or his or her designee, for
proj ects approved under subsection (2) or (3), or the M chigan
econom ¢ growm h authority, for projects approved under subsection
(4), shall verify that the project is conpleted. The M chi gan
econom ¢ grow h authority shall conduct an on-site inspection as
part of the verification process for projects approved under
subsection (4). Wen the conpletion of the project is verified, a
certificate of conpletion shall be issued to each qualified
t axpayer that has nade eligible investnent on that eligible
property. The certificate of conpletion shall state the total
anount of all credits for the project and that total shall not
exceed the maximumtotal of all credits listed in the preapproval
letter for the project under subsection (2), (3), or (4) as
appl i cabl e and shall state all of the foll ow ng:

(a) That the taxpayer is a qualified taxpayer.

(b) The total cost of the project and the eligible investnent
of each qualified taxpayer

(c) Each qualified taxpayer's credit anount.

(d) The qualified taxpayer's federal enployer identification
nunber or the M chigan treasury nunber assigned to the taxpayer.

(e) The project nunber.

(f) For a project approved under subsection (4) for which the
total of all credits is nore than $10, 000, 000. 00 but $30, 000, 000. 00

the total of all credits and the schedul e on which the
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annual credit anmount shall be clainmed by the qualified taxpayer

(g) For a multiphase project under subsection (10), the ampunt
of each credit assigned and the amount of all credits clained in
each tax year before the year in which the project is conpleted.

(12) Except as otherwi se provided in this section, qualified
t axpayers shall claimcredits under this section in the tax year in
which the certificate of conpletion is issued. For a project
approved under subsection (4) for which the total of all credits is
nore than $10, 000, 000. 00 but $30, 000, 000. 00 or less, the qualified
t axpayer shall claim 10% of its approved credit each year for 10
years. A credit assigned based on a multiphase project shall be
claimed in the year in which the credit is assigned.

(13) The cost of eligible investnment for | eased nachinery,
equi pnent, or fixtures is the cost of that property had the
property been purchased mnus the lessor's estinate, nade at the
time the lease is entered into, of the market value the property
will have at the end of the lease. A credit for property described
in this subsection is allowed only if the cost of that property had
the property been purchased and the | essor's estimte of the nmarket
value at the end of the | ease are provided to the M chigan econom c
growt h authority.

(14) Cedits clained by a | essee of eligible property are
subject to the total of all credits |limtation under this section

(15) Each qualified taxpayer and assi gnee under subsection
(20), (21), or (22) that clainms a credit under this section shal
attach a copy of the certificate of conpletion and, if the credit

was tassi gned, a copy of the assignment form provided for under this
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section to the annual return filed under this act on which the
credit under this section is claimed. An assignee of a credit based
on a multiphase project shall attach a copy of the assignment form
provided for under this section and the conponent conpletion
certificate provided for in subsection (10) to the annual return
filed under this act on which the credit is clainmed but is not
required to file a copy of a certificate of conpletion

(16) Except as otherw se provided in this subsection or
subsection (10), (18), (20), (21), or (22), a credit under this
section shall be clainmed in the tax year in which the certificate
of conpletion is issued to the qualified taxpayer. For a project
described in subsection (11)(f) for which a schedule for claimng
annual credit anmounts is designated on the certificate of
conpl etion by the M chigan economic gromh authority, the annua
credit amount shall be clainmed in the tax year specified on the
certificate of conpletion.

(17) The credits approved under this section shall be
cal cul ated after application of all other credits allowed under
this act. The credits under this section shall be cal cul ated before
the cal cul ation of the credit under section 431.

(18) If the credit allowed under this section for the tax year
and any unused carryforward of the credit allowed under this
section exceed the qualified taxpayer's or assignee's tax liability
for the tax year, that portion that exceeds the tax liability for
the tax year shall not be refunded but may be carried forward to
offset tax liability in subsequent tax years for 10 years or until

up, whichever occurs first. Except as otherw se provided in

801325' O7ngHid) Draft 3 KAO



© 00 N o o0 A~ W N PP

N NN N N N NN R P P R R P P Rk R
N~ o o0 A WO N P O ©O 0N OO 0o~ WDN O

131

this subsection, the maximumtinme all owed under the carryforward
provi sions under this subsection begins with the tax year in which
the certificate of conpletion is issued to the qualified taxpayer.
If the qualified taxpayer assigns all or any portion of its credit
approved under this section, the maximumtine all owed under the
carryforward provisions for an assignee begins to run with the tax
year in which the assignnment is made and the assignee first clains
a credit, which shall be the sanme tax year. The nmaxi numtine
al | owed under the carryforward provisions for an annual credit
anount for a credit allowed under subsection (4) begins to run in
the tax year for which the annual credit anobunt is designated on
the certificate of conpletion issued under this section. A credit
carryforward avail abl e under section 38g of former 1975 PA 228 that
is unused at the end of the last tax year may be cl ai ned agai nst
the tax inmposed under act for the years the carryforward woul d have
been avail abl e under former 1975 PA 228.

(19) If a project or credit under this section is for the
addi ti on of personal property, if the cost of that persona
property is used to calculate a credit under this section, and if
t he personal property is sold to a purchaser other than an assignee
under subsection (20) or disposed of or transferred fromeligible
property to any other location, the qualified taxpayer that sold,
di sposed of, or transferred the personal property shall add the
same percentage as determ ned under subsection (1) of the federa
basi s of the personal property used for determ ning gain or |oss as
of the date of the sale, disposition, or transfer to the qualified

taxgayer's tax liability under this act after application of all
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credits under this act for the tax year in which the sale,

di sposition, or transfer occurs. If a qualified taxpayer has an
unused carryforward of a credit under this section, the anount

ot herwi se added under this subsection to the qualified taxpayer's
tax liability may instead be used to reduce the qualified

t axpayer's carryforward under subsection (18).

(20) For credits under this section for projects for which a
certificate of conpletion is issued before January 1, 2006 and
except as otherwi se provided in this subsection, if a qualified
t axpayer pays or accrues eligible investnment on or to an eligible
property that is |eased for a mnimumtermof 10 years or sold to
anot her taxpayer for use in a business activity, the qualified
t axpayer may assign all or a portion of the credit under this
section based on that eligible investnment to the | essee or
purchaser of that eligible property. A credit assignment under this
subsection shall only be nmade to a taxpayer that when the
assignment is conplete will be a qualified taxpayer. Al credit
assi gnments under this subsection are irrevocabl e and, except for a
credit based on a multiphase project, shall be nmade in the tax year
in which the certificate of conpletion is issued, unless the
assignee is an unknown | essee. If a qualified taxpayer wi shes to
assign all or a portion of its credit to a | essee but the |essee is
unknown in the tax year in which the certificate of conpletion is
i ssued, the qualified taxpayer may del ay cl ai mng and assigning the
credit until the first tax year in which the | essee is known. A
qual i fied taxpayer may claima portion of a credit and assign the

ining credit amount. Except as otherw se provided in this
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subsection, if the qualified taxpayer both clains and assigns
portions of the credit, the qualified taxpayer shall claimthe
portion it clainms in the tax year in which the certificate of
conpletion is issued or, for a credit assigned and clainmed for a
mul ti phase project before a certificate of conpletion is issued,
t he taxpayer shall claimthe credit in the year in which the credit
is assigned. If a qualified taxpayer assigns all or a portion of
the credit and the eligible property is |eased to nore than 1
t axpayer, the qualified taxpayer shall determ ne the amount of
credit assigned to each | essee. A |essee shall not subsequently
assign a credit or any portion of a credit assigned under this
subsection. A purchaser nmay subsequently assign a credit or any
portion of a credit assigned to the purchaser under this subsection
to a | essee of the eligible property. The credit assignnment under
this subsection shall be made on a form prescribed by the M chigan
econom ¢ grow h authority. The qualified taxpayer shall send a copy
of the conpleted assignnent formto the M chigan econom c growh
authority in the tax year in which the assignnment is nmade. The
assi gnee shall attach a copy of the conpleted assignnent formto
its annual return required to be filed under this act, for the tax
year in which the assignnment is made and the assignee first clains
a credit, which shall be the sanme tax year. In addition to all
ot her procedures under this subsection, the followi ng apply if the
total of all credits for a project is nore than $10, 000, 000. 00 but
$30, 000, 000. 00 or | ess:

(a) The credit shall be assigned based on the schedul e

conttai ned in the certificate of conpletion
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(b) If the qualified taxpayer assigns all or a portion of the
credit amount, the qualified taxpayer shall assign the annua
credit amount for each tax year separately.

(c) Mre than 1 annual credit amount nmay be assigned to any 1
assignee and the qualified taxpayer may assign all or a portion of
each annual credit anpbunt to any assignee.

(d) The qualified taxpayer shall not assign nore than the
annual credit amount for each tax year

(21) Except as otherw se provided in this subsection, for
projects for which a certificate of conpletion is issued before
January 1, 2006, and except as otherwi se provided in this
subsection, if a qualified taxpayer is a partnership, limted
liability conmpany, or subchapter S corporation, the qualified
t axpayer may assign all or a portion of a credit under this section
to its partners, nmenbers, or sharehol ders, based on their
proportionate share of ownership of the partnership, limted
liability conpany, or subchapter S corporation or based on an
alternative nethod approved by the M chigan econom ¢ growth
authority. A credit assignnent under this subsection is irrevocable
and, except for a credit assignment based on a multiphase project,
shall be made in the tax year in which a certificate of conpletion
is issued. A qualified taxpayer may claima portion of a credit and
assign the remai ning credit amount. Except as otherw se provided in
this subsection, if the qualified taxpayer both clains and assigns
portions of the credit, the qualified taxpayer shall claimthe
portion it clains in the tax year in which a certificate of

letion is issued or for a credit assigned and clained for a

801325' O7ngHid) Draft 3 KAO



© 00 N o o0 A~ W N PP

N NN N N N NN R P P R R P P Rk R
N~ o o0 A WO N P O ©O 0N OO 0o~ WDN O

135

mul ti phase project, before the conponent conpletion certificate is
i ssued, the taxpayer shall claimthe credit in the year in which
the credit is assigned. A partner, nenber, or shareholder that is
an assignee shall not subsequently assign a credit or any portion
of a credit assigned under this subsection. The credit assignnent
under this subsection shall be nade on a form prescribed by the
M chi gan econom c growth authority. The qualified taxpayer shal
send a copy of the conpleted assignment formto the M chigan
econom c growmh authority in the tax year in which the assignment
is made. A partner, nenber, or sharehol der who is an assignee shal
attach a copy of the conpleted assignnment formto its annual return
required under this act, for the tax year in which the assignnment
is made and the assignee first clains a credit, which shall be the
same tax year. A credit assignnent based on a credit for a
conmponent of a multiphase project that is conpleted before January
1, 2006 shall be made under this subsection. In addition to all
ot her procedures under this subsection, the followi ng apply if the
total of all credits for a project is nore than $10, 000, 000. 00 but
$30, 000, 000. 00 or | ess:

(a) The credit shall be assigned based on the schedul e
contained in the certificate of conpletion

(b) If the qualified taxpayer assigns all or a portion of the
credit anmount, the qualified taxpayer shall assign the annua
credit amount for each tax year separately.

(c) More than 1 annual credit anobunt nay be assigned to any 1
assignee and the qualified taxpayer may assign all or a portion of

eacht annual credit anobunt to any assignee.
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(d) The qualified taxpayer shall not assign nore than the
annual credit amount for each tax year

(22) For projects approved under section 38g of forner 1975 PA
228 for which a certificate of conpletion is issued on and after
January 1, 2006, a qualified taxpayer may assign all or a portion
of a credit allowed under section 38g(2), (3), or (33) of forner
1975 PA 228 under this subsection. A credit assignment under this
subsection is irrevocabl e and, except for a credit assignnment based
on a nulti phase project, shall be nade in the tax year in which a
certificate of conpletion is issued unless the assignee is an
unknown | essee. If a qualified taxpayer wi shes to assign all or a
portion of its credit to a | essee but the | essee is unknown in the
tax year in which the certificate of conpletion is issued, the
qgual i fied taxpayer may delay claimng and assigning the credit
until the first tax year in which the | essee is known. A qualified
t axpayer may claima portion of a credit and assign the remaining
credit amount. If the qualified taxpayer both clains and assigns
portions of the credit, the qualified taxpayer shall claimthe
portion it clains in the tax year in which a certificate of
conpletion is issued pursuant to section 38g of former 1975 PA 228.
An assi gnee nmay subsequently assign a credit or any portion of a
credit assigned under this subsection to 1 or nore assignees. An
assi gnment under this subsection of a credit all owed under section
38g(2), (3), or (33) of former 1975 PA 228 shall not be nade after
10 years after the first tax year in which that credit under
section 38g(2), (3), or (33) of former 1975 PA 228 may be cl ai ned.

The fcredit assi gnment or a subsequent reassignnent under this
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subsection shall be made on a form prescribed by the M chigan
econom c grow h authority. The qualified taxpayer shall send a copy
of the conpleted assignment formto the M chigan econom ¢ growth
authority in the tax year in which an assignment or reassignnent is
made. An assi gnee or subsequent reassignee shall attach a copy of
the conpl eted assignnent formto its annual return required under
this act, for the tax year in which the assignnment or reassignment
is made and the assignee or reassignee first clains a credit, which
shall be the same tax year. A credit assignnment based on a credit
for a conponent of a multiphase project that is conpleted before
January 1, 2006 shall be made under section 38g(18) of forner 1975
PA 228. A credit assignnent based on a credit for a conponent of a
mul ti phase project that is conpleted on or after January 1, 2006
may be nmade under this section. In addition to all other procedures
and requirenents under this section, the following apply if the
total of all credits for a project is nore than $10, 000, 000. 00 but
$30, 000, 000. 00 or | ess:

(a) The credit shall be assigned based on the schedul e
contained in the certificate of conpletion

(b) If the qualified taxpayer assigns all or a portion of the
credit anount, the qualified taxpayer shall assign the annua
credit amount for each tax year separately.

(c) More than 1 annual credit anount nay be assigned to any 1
assignee, and the qualified taxpayer nay assign all or a portion of
each annual credit anobunt to any assignee.

(23) A qualified taxpayer or assignee under subsection (20),

(21)t, or (22) shall not claima credit under subsection (1)(a) or
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(b) based on eligible investnment on which a credit clained under
section 38d of fornmer 1975 PA 228 was based.

(24) The M chigan econonmic growth authority may certify a
credit under this section based on an agreenent entered into prior
to January 1, 2008 pursuant to section 38g of former 1975 PA 228.
The nunber of years for which the credit under this subsection may
be clai ned under this act shall equal the maxi num nunber of years
designated in the agreenment reduced by the nunber of years for
which a credit had been clained or could have been cl ai ned under
section 38g of forner 1975 PA 228.

(25) An eligible taxpayer that clains a credit under this
section is not prohibited fromclaimng a credit under section 431.
However, the eligible taxpayer shall not claima credit under this
section and section 431 based on the sane costs.

(26) Eligible investnment attributable or related to the
operation of a professional sports stadium and eligible investnent
that is associated or affiliated with the operation of a
prof essi onal sports stadium including, but not limted to, the
operation of a parking lot or retail store, shall not be used as a
basis for a credit under this section. Professional sports stadi um
does not include a professional sports stadiumthat will no | onger
be used by a professional sports teamon and after the date that an
application related to that professional sports stadiumis filed
under this section.

(27) Eligible investnment attributable or related to the
operation of a casino, and eligible investnent that is associated

or affiliated with the operation of a casino, including, but not
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l[imted to, the operation of a parking lot, hotel, notel, or retai
store, shall not be used as a basis for a credit under this
section. As used in this subsection, "casino" neans a casino

regul ated by this state pursuant to the M chigan gam ng control and
revenue act, the Initiated Law of 1996, MCL 432.201 to 432. 226.

(28) Eligible investnment attributable or related to the
construction of a new landfill or the expansion of an existing
landfill regul ated under part 115 of the natural resources and
envi ronnental protection act, 1994 PA 451, MCL 324.11501 to
324. 11550, shall not be used as a basis for a credit under this
secti on.

(29) The M chigan economic growmh authority annually shal
prepare and submt to the house of representatives and senate
comm ttees responsible for tax policy and econom c devel opnent
i ssues a report on the credits under subsection (3). The report
shall include, but is not limted to, all of the follow ng:

(a) Alisting of the projects under subsection (3) that were
approved in the cal endar year.

(b) The total anount of eligible investnent for projects
approved under subsection (3) in the cal endar year.

(30) For purposes of this section, taxpayer includes a person
subject to the tax inposed under chapter 2B

(31) As used in this section:

(a) "Annual credit anmount" neans the maxi num anmount that a
qual i fied taxpayer is eligible to claimeach tax year for a project
for which the total of all credits is nore than $10, 000, 000. 00 but
$30,1000, 000. 00 or |ess, which shall be 10% of the qualified
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t axpayer's credit anmount approved under subsection (3).

(b) "Authority" means a brownfield redevel opment authority
created under the brownfield redevel opnent financing act, 1996 PA
381, MCL 125.2651 to 125.2672.

(c) "Authorized business", "full-tinme job", "new capita
i nvestnment”, "qualified high-technol ogy business", "retained jobs",
and "written agreenent” nean those ternms as defined in the M chigan
econom ¢ grow h authority act, 1995 PA 24, MCL 207.801 to 207.810.

(d) "Blighted", "brownfield plan", "eligible activities",
"facility", "functionally obsolete”, "qualified |ocal governnental
unit", and "response activity" nean those terns as defined in the
brownfield redevel opment financing act, 1996 PA 381, MCL 125. 2651
to 125.2672.

(e) "Eligible investnment” nmeans denolition, construction
restoration, alteration, renovation, or inprovenent of buildings or
site inprovenents on eligible property and the addition of
machi nery, equi prment, and fixtures to eligible property after the
date that eligible activities on that eligible property have
started pursuant to a brownfield plan under the brownfield
redevel opnent financing act, 1996 PA 381, MCL 125.2651 to 125.2672,
and after the date that the preapproval letter is issued, if the
costs of the eligible investnent are not otherw se reinbursed to
t he taxpayer or paid for on behalf of the taxpayer from any source
ot her than the taxpayer. The addition of |eased machinery,
equi pnent, or fixtures to eligible property by a | essee of the
machi nery, equi prment, or fixtures is eligible investnent if the

| eage of the nmachinery, equipnent, or fixtures has a mninumterm
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of 10 years or is for the expected useful |ife of the nachinery,
equi prent, or fixtures, and if the owner of the machinery,

equi prent, or fixtures is not the qualified taxpayer with regard to
t hat machi nery, equi pnent, or fixtures.

(f) "Eligible property" nmeans that termas defined in the
brownfi el d redevel opnent financing act, 1996 PA 381, MCL 125. 2651
to 125.2672, except that, for purposes of subsection (2), all of
the foll ow ng apply:

(1) Eligible property neans property identified under a
brownfield plan that was used or is currently used for comerci al,
i ndustrial, or residential purposes and that is 1 of the follow ng:

(A) Property for which eligible activities are identified
under the brownfield plan, is in a qualified | ocal governnental
unit, and is a facility, functionally obsolete, or blighted.

(B) Property that is not in a qualified |ocal governnental
unit but is within a downtown devel opnent district established
under 1975 PA 197, MCL 125.1651 to 125.1681, and is functionally
obsol ete or blighted, and a conponent of the project on that
eligible property is 1 or nore of the follow ng:

(1) I'nfrastructure inprovenents that directly benefit the
eligible property.

(I'l) Denolition of structures that is not response activity
under section 20101 of the natural resources and environnental
protection act, 1994 PA 451, MCL 324.20101.

(I''l) Lead or asbestos abatenent.

(I'V) Site preparation that is not response activity under

sectti on 20101 of the natural resources and environmental protection
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act, 1994 PA 451, MCL 324.20101.

(C) Property for which eligible activities are identified
under the brownfield plan, is not in a qualified | ocal governnental
unit, and is a facility.

(i) Eligible property includes parcels that are adjacent or
contiguous to the eligible property if the devel opnent of the
adj acent or contiguous parcels is estimted to increase the
captured taxabl e value of the property or tax reverted property
owned or under the control of a |and bank fast track authority
pursuant to the |land bank fast track authority act, 2003 PA 258,
MCL 124.751 to 124.774.

(iii) El'igible property includes, to the extent included in the
brownfield plan, personal property |ocated on the eligible
property.

(iv) Eligible property does not include qualified agricultura
property exenpt under section 7ee of the general property tax act,
1893 PA 206, MCL 211.7ee, fromthe tax levied by a | ocal schoo
district for school operating purposes to the extent provided under
section 1211 of the revised school code, 1976 PA 451, MCL 380.1211

(g) "Last tax year" nmeans the taxpayer's tax year under fornmer
1975 PA 228 that begins after Decenber 31, 2006 and before January
1, 2008.

(h) "M chigan econom c growh authority"” nmeans the M chi gan
econom ¢ growth authority created in the M chigan econom c growth
authority act, 1995 PA 24, MCL 207.801 to 207.810.

(1) "Multiphase project” nmeans a project approved under this

secttion that has nore than 1 conponent, each of which can be

801325' O7ngHid) Draft 3 KAO



© 00 N oo o b~ wWw N PP

N NN N N N NN R P P R R P P Rk
N~ o o0 A WON P O O 0N OO 0o~ WOWDN P O

143

conpl eted separately.

(j) "Personal property"” nmeans that termas defined in section
8 of the general property tax act, 1893 PA 206, MCL 211.8, except
t hat personal property does not include either of the follow ng:

(i) Personal property described in section 8(h), (i), or (j) of
t he general property tax act, 1893 PA 206, MCL 211. 8.

(1) Buildings described in section 14(6) of the genera
property tax act, 1893 PA 206, MCL 211. 14.

(k) "Project"” means the total of all eligible investnment on an
eligible property or, for purposes of subsection (6)(b), 1 of the
fol | ow ng:

(1) Al eligible investnment on property not in a qualified
| ocal governnmental unit that is a facility.

(i) Al eligible investnment on property that is not a facility
but is functionally obsolete or blighted.

() "Qualified |local governnmental unit" means that term as
defined in the obsolete property rehabilitation act, 2000 PA 146,
MCL 125.2781 to 125.2797.

(m "Qualified taxpayer" neans a taxpayer that neets both of
the follow ng criteria:

(i) Oms or |eases eligible property.

(i) Certifies that, except as otherwi se provided in this
subpar agr aph, the departnent of environnental quality has not sued
or issued a unilateral order to the taxpayer pursuant to part 201
of the natural resources and environnmental protection act, 1994 PA
451, MCL 324.20101 to 324.20142, to conpel response activity on or

to tthe eligible property, or expended any state funds for response
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activity on or to the eligible property and demanded rei nbur senent
for those expenditures fromthe qualified taxpayer. However, if the
t axpayer has conpleted all response activity required by part 201
of the natural resources and environnental protection act, 1994 PA
451, MCL 324.20101 to 324.20142, is in conpliance with any deed
restriction or admnistrative or judicial order related to the
required response activity, and has reinbursed the state for al
costs incurred by the state related to the required response
activity, the taxpayer neets the criteria under this subparagraph

Sec. 439. (1) A taxpayer may claima credit against the tax
i mposed by this act equal to $1.00 per long ton of qualified | ow
grade hematite consuned in an industrial or manufacturing process
that is the business activity of the taxpayer.

(2) 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
t he excess shall not be refunded, but nay be carried forward as an
offset to the tax liability in subsequent tax years for 5 tax years
or until the excess credit is used up, whichever occurs first.

(3) The credit under this section shall be based on | ow grade
hematite consunmed on and after January 1, 2000.

(4) As used in this section:

(a) "Consuned in an industrial or manufacturing process"” neans
a process in which | owgrade hematite is used as a raw material in
t he production of pig iron or steel.

(b) "Low grade henmatite" means any hematitic iron formation

thatt is not of sufficient quality in its original mneral state to
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be m ned and shi pped for the production of pig iron or steel

wi thout first being drilled, blasted, crushed, and ground very fine
to liberate the iron mnerals and for which additional

benefi ciati on and aggl oneration are required to produce a product
of sufficient quality to be used in the production of pig iron or
steel .

(c) "Qualified | owgrade hematite" neans pellets produced from
| ow- grade hematitic iron ore mined in the United States.

Sec. 441. (1) For the 2008, 2009, and 2010 tax years, except
as ot herw se provi ded under subsection (2), a taxpayer may claim
the M chigan entrepreneurial credit equal to 100% of the eligible
taxpayer's tax liability inposed by this act if the taxpayer neets
all of the follow ng conditions:

(a) Had | ess than $25,000,000.00 in gross receipts in the
i mredi ately preceding tax year. The $25, 000, 000. 00 anpbunt shal |l be
annual |y adjusted for inflation using the Detroit consumer price
i ndex.

(b) For the first tax year in which the credit under this
section is clainmed, has created in this state or transferred into
this state not fewer than 20 new jobs in the imediately preceding
tax year. For each subsequent tax year that the taxpayer clains a
credit under this section, has increased the nunber of new jobs in
this state by at |least 20%fromthe i medi ately preceding tax year.

(c) For the first tax year in which the credit under this
section is clainmed, has nade a capital investnent in this state of
not | ess than $1, 250,000.00 in the i mediately preceding tax year.

For teach subsequent tax year that the taxpayer clains a credit
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under this section, has made a capital investnment in this state of
not | ess than $600,000.00 in the inmredi ately preceding tax year.

For purposes of determning eligibility under this subdivision, the
capital investnent shall not include the purchase of an existing

pl ant or the purchase of existing equipment.

(d) I's not a retail establishnent.

(2) A taxpayer that is an eligible business as defined in
section 407 and that received an eligible contribution as defined
in section 407 for which a credit was cl ai med by anot her taxpayer
may claimthe M chigan entrepreneurial credit equal to 100% of the
taxpayer's tax liability inposed by this act if the taxpayer neets
all of the follow ng conditions:

(a) Had | ess than $25,000,000.00 in gross receipts in the
i mredi ately preceding tax year. The $25, 000, 000. 00 anpbunt shal |l be
annual ly adjusted for inflation using the Detroit consumer price
i ndex.

(b) Has increased the nunber of new jobs in this state by at
| east 20% fromthe i medi ately preceding tax year

(c) I's not a retail establishnent.

(3) An eligible taxpayer may claimthe credit under this
section on a formprescribed by the departnent.

(4) If the new jobs for which the taxpayer qualifies for this
credit are relocated outside of this state within 5 years after
claimng the Mchigan entrepreneurial credit under this section, that
taxpayer is liable in an anount equal to the total of all credits
recei ved under this section. Any liability under this subsection shal

|l ected under 1941 PA 122, MCL 205.1 to 205. 31.
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(5) As used in this section

(a) "Detroit consumer price index" neans the nost
conpr ehensi ve i ndex of consumer prices available for the Detroit
area fromthe United States departnment of |abor, bureau of |abor
statistics.

(b) "New jobs" neans jobs that nmeet all of the follow ng
criteria:

(i) Did not exist in this state in the i mediately preceding
tax year.

(i) Represent an overall increase in full-tinme equival ent jobs
of the taxpayer in this state in the i mredi ately precedi ng tax
year.

(iii) Are not jobs into which enployees transfer if the
enpl oyees worked in this state for the taxpayer in other jobs prior
to begi nning the new jobs.

Sec. 445. (1) A taxpayer that is a new notor vehicle dealer
i censed under the M chigan vehicle code, 1949 PA 300, MCL 257.1 to
257.923, may claima credit against the tax inposed by this act
equal to 2% of the anpbunt paid by the taxpayer to acquire new notor
vehicle inventory in the tax year, not to exceed $7,500. 00.

(2) If the amount of the credit allowed under this section
exceeds the tax liability of the taxpayer for the tax year, that
excess shall not be refunded and shall not be carried forward as an
offset to the tax liability in subsequent tax years.

(3) As used in this section, "new notor vehicle inventory"”
means new notor vehicles or notor vehicle parts.

Sec. 447. (1) An eligible taxpayer nmay claima credit agai nst
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the tax inposed by this act equal to 0.125% of the taxpayer's
conpensation in this state, not to exceed $3, 000, 000. 00.

(2) I'f the anpbunt of the credit allowed under this section
exceeds the tax liability of the taxpayer for the tax year, that
excess shall not be refunded and shall not be carried forward as an
offset to the tax liability in subsequent tax years.

(3) A taxpayer that clainms a credit under this section shal
not claima credit under section 449.

(4) As used in this section, "eligible taxpayer" neans a
t axpayer that neets all of the follow ng conditions:

(a) Operates at least 17,000,000 square feet of encl osed
retail space and 2,000,000 square feet of enclosed warehouse space
inthis state.

(b) Sells all of the following at retail:

(i) Fresh, frozen, or processed food, food products, or
consumabl e necessities:

(1) Prescriptions and over-the-counter nedications.

(i) Health and beauty care products.

(iv) Cosneti cs.

(v) Pet products.

(vi) Carbonated beverages.

(vii) Beer, wine, or liquor.

(c) Sales of the itens listed in subdivision (b) represent
nore than 35% of the taxpayer's total sales in the tax year.

(d) Maintains its headquarters operation in this state.

Sec. 449. (1) An eligible taxpayer nmay claima credit agai nst
the {t ax i nposed by this act equal to 0.125% of the taxpayer's
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conpensation in this state, not to exceed $200, 000. 00.

(2) If the anpbunt of the credit allowed under this section
exceeds the tax liability of the taxpayer for the tax year, that
excess shall not be refunded and shall not be carried forward as an
offset to the tax liability in subsequent tax years.

(3) As used in this section, "eligible taxpayer"” neans a
t axpayer that neets all of the follow ng:

(a) Operates at |east 2,500,000 square feet of enclosed retai
space and 1, 400, 000 square feet of encl osed warehouse,
headquarters, and transportation services in this state.

(b) Sells all of the following at retail:

(i) Fresh, frozen, or processed food, food products, or
consumabl e necessities.

(i) Prescriptions and over-the-counter nedications.

(iii) Health and beauty care products.

(iv) Cosneti cs.

(v) Pet products.

(vi) Carbonated beverages.

(vii) Beer, wine, or |iquor.

(c) Sales of the itens |isted in subdivision (b) represent
nore than 35% of the taxpayer's total sales in the tax year.

(d) The taxpayer maintains its headquarters operation in this
st at e.

CHAPTER 5

Sec. 501. (1) A taxpayer that reasonably expects liability for

the tax year to exceed $800.00 shall file an estinmated return and

pay tan estimated tax for each quarter of the taxpayer's tax year.
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(2) For taxpayers on a cal endar year basis, the quarterly
returns and estimated paynents shall be made by April 15, July 15,
Cct ober 15, and January 15. Taxpayers not on a cal endar year basis
shall file quarterly returns and nmake estimated paynments on the
appropriate due date which in the taxpayer's fiscal year
corresponds to the cal endar year.

(3) The estimated paynent nmade with each quarterly return of
each tax year shall be for the estinmated business incone tax base
and nodified gross receipts tax base for the quarter or 25% of the
esti mated annual liability. The second, third, and fourth estinated
paynments in each tax year shall include adjustnents, if necessary,
to correct underpaynments or overpaynments from previous quarterly
payments in the tax year to a revised estimte of the annual tax
liability.

(4) The interest provided by this act shall not be assessed if
any of the follow ng occur:

(a) If the sumof the estimted paynents equals at | east 85%
of the liability and the anobunt of each estimted paynent
reasonably approximates the tax liability incurred during the
guarter for which the estimted paynent was nade.

(b) For the 2009 tax year and each subsequent tax year, if the
preceding year's tax liability under this act was $20, 000. 00 or
less and if the taxpayer submitted 4 equal installnents the sum of
whi ch equals the inmediately preceding tax year's tax liability.

(5) Each estimated return shall be nade on a form prescribed
by the departnent and shall include an estinmate of the annual tax

liakility and other information required by the state treasurer.
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The form prescribed under this subsection may be conbi ned with any
ot her tax reporting form prescribed by the departnent.

(6) Wth respect to a taxpayer filing an estimated tax return
for the taxpayer's first tax year of |less than 12 nonths, the
amounts paid with each return shall be proportional to the nunber
of paynments made in the first tax year

(7) Paynents nmade under this section shall be a credit against
the paynment required with the annual tax return required in section
505.

(8) If the departnent considers it necessary to insure paynent
of the tax or to provide a nore efficient adm nistration of the
tax, the departnment may require filing of the returns and paynent
of the tax for other than quarterly or annual peri ods.

(9) A taxpayer that elects under the internal revenue code to
file an annual federal inconme tax return by March 1 in the year
foll owi ng the taxpayer's tax year and does not make a quarterly
estimate or paynment, or does not nmake a quarterly estinmate or
payment and files a tentative annual return with a tentative
paynment by January 15 in the year follow ng the taxpayer's tax year
and a final return by April 15 in the year follow ng the taxpayer's
tax year, has the sane option in filing the estimated and annua
returns required by this act.

Sec. 503. If a taxpayer's tax year to which this act applies
ends before Decenber 31, 2008 or if a taxpayer's first tax year is
| ess than 12 nonths then a taxpayer subject to this act may el ect
to conpute the tax inposed by this act for the portion of that tax

yeart to which this act applies or that first tax year in accordance
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with 1 of the follow ng nethods:

(a) The tax may be conputed as if this act were effective on
the first day of the taxpayer's annual accounting period and the
amount conputed shall be multiplied by a fraction, the numerator of
which is the nunber of nonths in the taxpayer's first tax year and
t he denom nator of which is 12.

(b) The tax may be conputed by determ ning the business incone
tax base and nodified gross receipts tax base in the first tax year
in accordance with an accounting nethod satisfactory to the
departnent that reflects the actual business inconme tax base and
nodi fied gross receipts tax base attributable to the period.

Sec. 505. (1) An annual or final return shall be filed with
the departnent in the formand content prescribed by the departnent
by the |ast day of the fourth nonth after the end of the taxpayer's
tax year. Any final liability shall be remitted with this return. A
t axpayer, other than a taxpayer subject to the tax inposed under
chapter 2A or 2B, whose apportioned or allocated gross receipts are
| ess than $350, 000. 00 does not need to file a return or pay the tax
i nposed under this act.

(2) If a taxpayer has apportioned or allocated gross receipts
for a tax year of less than 12 nonths, the amount in subsection (1)
shall be multiplied by a fraction, the nunerator of which is the
nunber of nmonths in the tax year and the denom nator of which is
12.

(3) The departnent, upon application of the taxpayer and for
good cause shown, may extend the date for filing the annual return.

Integrest at the rate under section 23(2) of 1941 PA 122, MCL
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205. 23, shall be added to the amobunt of the tax unpaid for the
peri od of the extension. The treasurer shall require with the
application paynment of the estimated tax liability unpaid for the
tax period covered by the extension.

(4) If a taxpayer is granted an extension of time wthin which
to file the federal incone tax return for any tax year, the filing
of a copy of the request for extension together with a tentative
return and paynment of an estinmated tax with the departnent by the
due date provided in subsection (1) shall automatically extend the
due date for the filing of an annual or final return under this act
until the last day of the eighth nonth follow ng the original due
date of the return. Interest at the rate under section 23(2) of
1941 PA 122, MCL 205.23, shall be added to the ampbunt of the tax
unpaid for the period of the extension

Sec. 507. (1) A taxpayer required to file a return under this
act may be required to furnish a true and correct copy of any
return or portion of any return filed under the provisions of the
i nternal revenue code.

(2) A taxpayer shall file an anmended return with the
departnment showi ng any alteration in or nodification of a federal
incone tax return that affects its business incone tax base or
nodi fied gross recei pts tax base under this act. The anended return
shall be filed within 120 days after the final determ nation by the
i nternal revenue service.

Sec. 509. (1) At the request of the departnent, a taxpayer
required by the internal revenue code to file or submt an

infarmation return of inconme paid to others shall, to the extent
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the information is applicable to residents of this state, at the
same time file or submt the information in the formand content
prescribed to the departnent.

(2) At the request of the departnent, a voluntary association
joint venture, partnership, estate, or trust shall file a copy of
any tax return or portion of any tax return that was filed under
the provisions of the internal revenue code. The departnment may
prescribe alternate forns of returns.

Sec. 511. A unitary business group shall file a conbined
return that includes each United States person, other than a
foreign operating entity, that is included in the unitary business
group. Each United States person included in a unitary business
group or included in a conbined return shall be treated as a single
person and all transactions between those persons included in the
unitary business group shall be elimnated fromthe business incone
tax base, nodified gross receipts tax base, and the apportionment
formula under this act. If a United States person included in a
unitary business group or included in a conbined return is subject
to the tax under chapter 2A or 2B, any business incone attributable
to that person shall be elimnated fromthe business incone tax
base, any nodified gross receipts attri butable to that person shal
be elimnated fromthe nodified gross receipts tax base, and any
sales attributable to that person shall be elimnated fromthe
apportionnment formula under this act.

Sec. 513. (1) The tax inposed by this act shall be
adm ni stered by the departnment of treasury pursuant to 1941 PA 122,
MCL $205.1 to 205.31, and this act. If a conflict exists between
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1941 PA 122, MCL 205.1 to 205.31, and this act, the provisions of
this act apply.

(2) The departnent shall pronulgate rules to inplenment this
act pursuant to the adm nistrative procedures act of 1969, 1969 PA
306, MCL 24.201 to 24.328.

(3) The departnent shall prescribe forms for use by taxpayers
and may promulgate rules in conformty with this act for the
mai nt enance by taxpayers of records, books, and accounts, and for
the conputation of the tax, the manner and tinme of changing or
el ecting accounting nethods and of exercising the various options
contained in this act, the making of returns, and the
ascertai nnment, assessnment, and collection of the tax inposed under
this act.

(4) The tax inposed by this act is in addition to all other
taxes for which the taxpayer may be |iable.

(5) The departnent shall prepare and publish statistics from
the records kept to admi nister the tax inposed by this act that
detail the distribution of tax receipts by type of business, |ega
form of organi zation, sources of tax base, timng of tax receipts,
and types of deductions. The statistics shall not result in the
di scl osure of information regarding any specific taxpayer.

Sec. 515. (1) In fiscal year 2007-2008, $203, 700, 000.00 of the
revenue coll ected under this act shall be distributed to the school
aid fund and the bal ance shall be deposited into the general fund.
In fiscal year 2008-2009, $613, 700, 000. 00 of the revenue coll ected
under this act shall be distributed to the school aid fund and the

bal

nce shall be deposited into the general fund. For each fisca
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year after the 2008-2009 fiscal year, that anount fromthe
i medi ately preceding fiscal year as annually adjusted for
inflation using the Detroit consuner price index shall be
distributed to the school aid fund and the bal ance shall be
deposited into the general fund.

(2) As used in this section, "Detroit consunmer price index"
nmeans the nost conprehensive i ndex of consumer prices avail able for
the Detroit area fromthe United States departnent of |abor, bureau
of labor statistics.

Sec. 517. There is appropriated to the departnment for the
2006- 2007 state fiscal year the sumof $1,000,000.00 to begin
i npl enenting the requirenments of this act. Any portion of this
anount under this section that is not expended in the 2006-2007
state fiscal year shall not |apse to the general fund but shall be
carried forward in a work project account that is in conpliance
wi th section 45l1a of the managenent and budget act, 1984 PA 431,
MCL 18.1451a, for the followi ng state fiscal year

Sec. 519. If a final order of a court of conpetent
jurisdiction for which all rights of appeal have been exhausted or
have expired determ nes that any provision of this act that
provi des a deduction, credit, or exenption with respect to
enpl oynent, persons, services, investnent, or any other activity
that is limted only to this state is unconstitutional or applies
to enpl oynment, persons, services, investnent, or any other activity
outside of this state, that credit, deduction, or exenption shal
be severed and shall not be in effect for any other tax year for

order shall apply, and the renaining provisions of
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this act shall remain in effect.

Sec. 601. (1) For the 2008 tax year, except as otherw se
provi ded under subsection (4), if the total revenue collected from
the tax inposed under this act, excluding any revenue coll ected
pursuant to chapter 2A, exceeds $2, 398, 000. 00, 50% of that excess
shall be applied as a credit in the i mediately succeedi ng tax
years provided in subsection (3) and the remai ning 50% shall be
deposited into the countercyclical budget and economc
stabilization fund pursuant to section 353 of the managenent and
budget act, 1984 PA 431, MCL 18.1352.

(2) For the 2009 tax year, except as otherw se provi ded under
subsection (4), if the total revenue collected fromthe tax inposed
under this act, excluding any revenue coll ected pursuant to chapter
2A, exceeds $2, 398, 000. 00 as adjusted annually by an anpbunt equa
to the growh in the Detroit consuner price index for the
i medi ately preceding fiscal year plus 1% after application of al
credits under this act, 50% of that excess shall be applied as a
rebate in the inmedi ately succeeding tax year as provided in
subsection (5) and the remaining 50% shall be deposited into the
countercyclical budget and econom c stabilization fund pursuant to
section 353 of the managenent and budget act, 1984 PA 431, MCL
18. 1352.

(3) For the 2010 tax year, except as otherw se provi ded under
subsection (4), if the total revenue collected fromthe tax inposed
under this act, excluding any revenue coll ected pursuant to chapter
2A, exceeds the base anpbunt determ ned under subsection (2) for

fisgal year 2009 as adjusted annually by an anmount equal to the
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gromh in the Detroit consuner price index for the i mediately
precedi ng fiscal year plus 1% after application of all credits
under this act, 50% of that excess shall be applied as a rebate in
the i medi ately succeeding tax year as provided in subsection (5)
and the remai ning 50% shall be deposited into the countercyclica
budget and economi c stabilization fund pursuant to section 353 of
t he managenent and budget act, 1984 PA 431, MCL 18. 1353.

(4) 1f the amount by which the total revenue collected from
the tax inmposed under this act, excluding any revenue coll ected
pursuant to chapter 2A, exceeds the anobunt described in each
appl i cabl e subsection by |ess than $1, 000, 000. 00, then all of that
excess shall be deposited into the countercyclical budget and
econom ¢ stabilization fund pursuant to section 353 of the
managenment and budget act, 1984 PA 431, MCL 18. 1353.

(5) The rebate avail abl e under subsection (1), (2), or (3)
shall be applied pro rata to the taxpayers that made positive net
cash paynents during the fiscal year. The taxpayer's pro rata share
shall be the total rebate avail able under subsection (1), (2), or
(3) multiplied by a fraction the nunerator of which is the positive
net paynents nade by the taxpayer during the fiscal year and the
denom nator of which is the sumof the positive net cash paynents
made by all taxpayers during the fiscal year. For purposes of this
subsection, "fiscal year" neans the state fiscal year that
commences Cctober 1 and continues through Septenber 30.

(6) For purposes of this section, "Detroit consuner price
i ndex" neans the nobst conprehensive i ndex of consuner prices

avaitl abl e for the Detroit area fromthe United States departnent of
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| abor, bureau of |abor statistics.
Enacting section 1. This act takes effect January 1, 2008 and
applies to all business activity occurring after Decenber 31, 2007.
Enacting section 2. This act does not take effect unless all

of the following bills of the 94th Legislature are enacted into

I aw:
(a) House Bill No. 4369.
(b) House Bill No. 4370.
(c) House Bill No. 4371
(d) House Bill No. 4372.
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