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STATE OF MICHIGAN

Journal of the Senate

94th Legislature
REGULAR SESSION OF 2007

Senate Chamber, Lansing, Thursday, June 28, 2007.

10:00 a.m.

The Senate was called to order by the President, Lieutenant Governor John D. Cherry, Jr.

The roll was called by the Secretary of the Senate, who announced that a quorum was present.

Allen—present
Anderson—present
Barcia—present
Basham—present
Birkholz—present
Bishop—present
Brater—present
Brown—present
Cassis—present
Cherry—present
Clark-Coleman—present
Clarke—present
Cropsey—excused

Garcia—present
George—present
Gilbert—present
Gleason—present
Hardiman—present
Hunter—present
Jacobs—present

Jansen—present
Jelinek—present
Kahn—present
Kuipers—present
McManus—present
Olshove—present

Pappageorge—excused
Patterson—present
Prusi—present
Richardville—present
Sanborn—present
Schauer—present
Scott—present
Stamas—present
Switalski—present
Thomas—ypresent
Van Woerkom—present
Whitmer—present
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Father Brad Forintos of St. Mary Mystical Rose Parish of Armada offered the following invocation:

I would like to begin our time of prayer by sharing with you first a passage from Hebrew scripture from the
beginning of the 3rd chapter of the Book of Ecclesiastes.

“There is a time for everything, and a season for every activity under heaven: a time to be born and a time to die, a
time to plant and a time to uproot, a time to kill and a time to heal, a time to tear down and a time to build, a time to
mourn and a time to dance, a time to scatter stones and a time to gather them, a time to embrace and a time to refrair
a time to search and a time to give up, a time to keep and a time to throw away, a time to tear and a time to mend, a
time to be silent and a time to speak, a time to love and a time to hate, a time for war and a time for peace.

What does the worker gain from his toil? | have seen the burden laid on men. God has made everything beautiful in
its time. He has also set eternity in the hearts of men; yet they cannot fathom what God has done from beginning to
end. | know that there is nothing better for men than to be happy and do good while they live. That everyone may eat
and drink, and find satisfaction in all his toil—this is the gift of God.”

Almighty God, we gather here mindful of the challenges our state faces at this time. We appeal to You for Your
assistance because, as the Book of Ecclesiastes reminds us, You are our God at all times and for all time.

We pray that we can put aside our differences, be they personal or political, and work together for the common good
of all people of our great state. We each pray to You as did King Solomon of old who said, “Give your servant a
discerning heart to govern your people and to distinguish between right and wrong.”

Fill us with Your goodness and grace, O God, that through Your guidance and with Your wisdom we may do what
is good and right at this time.

I invite You now to bow Your heads as | pray for God’s blessing upon you:

May the Lord bless and keep you, may He let His face shine upon you and be gracious to you, and give you His
peace. Amen.

The President, Lieutenant Governor Cherry, led the members of the Senate in recitdPlefighef Allegiance.

Motions and Communications

Senators Hunter, Garcia and Van Woerkom entered the Senate Chamber.

Senators Brown moved that Senators Pappageorge and Cropsey be excused from today’s session.
The motion prevailed.

Senator Anderson moved that Senator Thomas be temporarily excused from today’s session.
The motion prevailed.

Recess

Senator Brown moved that the Senate recess subject to the call of the Chair.
The motion prevailed, the time being 10:08 a.m.

10:58 a.m.

The Senate was called to order by the President pro tempore, Senator Richardville.

The following communication was received:

Office of the State Budget
June 19, 2007

Transmitted under this cover is a schedule entitled “Statement of Revenue Subject to Constitutional Limitation -
Legal Basis.” The statement is submitted pursuant to Sections 18.1350(a) through 18.1350(e) of the Michigan Compiled
Laws for the purpose of demonstrating compliance with Article 9, Section 26 of the Michigan Constitution for the
fiscal year 2006.

The statement has been reviewed by the Office of the Auditor General and a copy of the independent accountant’s
review is enclosed.
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If you have questions regarding this report, please contact Mr. Michael J. Moody, Director, Office of Financial
Management, at 373-1010.
Sincerely,
Robert L. Emerson
State Budget Director
The communication was referred to the Secretary for record.

The following communication was received:
Department of State

Administrative Rules
Notice of Filing

June 25, 2007
In accordance with the provisions of Section 46(1) of Act 306, Public Acts of 1969, as amended, and Executive
Order 1995-6, this is to advise you that the Michigan Department of Labor & Economic Growth, State Office of
Administrative Hearings and Rules filed at 4:38 p.m. this date, administrative rule (07-06-02) for the Department of
Environmental Quality, Air Quality Division, entitledPart 8. Emission of Oxides of Nitrogen from Stationary
Sources.” These rules become effective immediately upon filing with the Secretary of State unless adopted under
sections 33, 44, or 45a (6) of 1969 PA 306. Rules adopted under these sections become effective 7 days after filing
with the Secretary of State.
Sincerely,
Terri Lynn Land
Secretary of State
Robin Houston, Office Supervisor
Office of the Great Seal
The communication was referred to the Secretary for record.

The Secretary announced that the following House bills were received in the Senate and filed on Wednesday, June 27:
House Bill Nos. 4463 4464 4536 4537 4538 4939

The Secretary announced that the following official bills were printed on Wednesday, June 27, and are available at
the legislative website:
Senate Bill Nos. 606 607 608

Senator Brown moved that the Committee on Government Operations and Reform be discharged from further
consideration of the following appointments:

Michigan Liquor Control Commission

Mr. Donald B. Weatherspoon, an Independent, of 8942 East Saginaw, Haslett, Michigan 48480, county of Ingham,
succeeding James M. Storey, whose term has expired, appointed for a term commencing May 5, 2007 and expiring
June 12, 2010.

Oakland University Board of Control

Ms. Monica E. Emerson of 1295 Creek Pointe Drive, Rochester, Michigan 48307, county of Oakland, succeeding
Rex E. Schlaybaugh, Jr., whose term has expired, representing the general public, for a term commencing May 15,
2007 and expiring August 11, 2014.

Mr. Ganesh V. Reddy of 3614 Ponderosa Drive, Okemos, Michigan 48864, county of Ingham, succeeding David
Doyle, whose term has expired, representing the general public, for a term commencing May 15, 2007 and expiring
August 11, 2014.

The motion prevailed, a majority of the members serving voting therefor, and the appointments were placed on the
order of Messages from the Governor.



992 JOURNAL OF THE SENATE [June 28, 2007]

[No. 66

Senator Brown moved that the rules be suspended and that the following bills, now on Committee Reports, be placed

on the General Orders calendar for consideration today:
Senate Bill No. 559
Senate Bill No. 513
Senate Bill No. 523

The motion prevailed, a majority of the members serving voting therefor.

Messages from the Governor

Senator Brown moved that consideration of the following bill be postponed for today:

Senate Bill No. 436
The motion prevailed.

The President, Lieutenant Governor Cherry, resumed the Chair.

Michigan Liquor Control Commission

Mr. Donald B. Weatherspoon, an Independent, of 8942 East Saginaw, Haslett, Michigan 48480, county of Ingham,
succeeding James M. Storey, whose term has expired, appointed for a term commencing May 5, 2007 and expiring

June 12, 2010.

Senator Brown moved that the Senate advise and consent to the appointment.
The question being on advising and consenting to the said appointment to office,

The Senate advised and consented to the appointment, a majority of the members serving voting therefor, as follows:

Roll Call No. 211 Yeas—35
Allen Cherry Jacobs
Anderson Clark-Coleman Jansen
Barcia Clarke Jelinek
Basham Garcia Kahn
Birkholz George Kuipers
Bishop Gilbert McManus
Brater Gleason Olshove
Brown Hardiman Patterson
Cassis Hunter Prusi
Nays—O0
Excused—3

Cropsey Pappageorge Thomas

Not Voting—0

In The Chair: President

Richardville
Sanborn

Schauer

Scott

Stamas

Switalski

Van Woerkom

Whitmer

Senator Whitmer asked and was granted unanimous consent to make a statement and moved that the statement

printed in the Journal.
The motion prevailed.
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Senator Whitmer’s statement is as follows:

| rise today in support of the appointment of Donald B. Weatherspoon to the Michigan Liquor Control Commission.
The commission’s purpose is to regulate the sale and distribution of alcoholic beverages through selective licensing and
strict enforcement of our state laws and rules. Mr. Weatherspoon’s background and varied experience make him well-
gualified to serve on the commission.

Prior to this appointment, Mr. Weatherspoon served as an adjunct associate professor at the School of Criminal
Justice at Michigan State University. He also has extensive experience in state government, overseeing staffs that
numbered in the tens of thousands and managing budgets ranging from hundreds of thousands to several billion dollars

As deputy director for Administration and Regulatory Affairs of the Department of Commerce in the '80s,
Mr. Weatherspoon was responsible for all of the regulatory bureaus and commissions. This included working with the
Liguor Control Commission on issues relating to enforcement, licensing, warehousing, and tax collection.

Donald Weatherspoon has always performed his duties with integrity, balanced judgment, and without bias. |
commend him for accepting this appointment and feel confident that he will excel in this position.

Oakland University Board of Control

Ms. Monica E. Emerson of 1295 Creek Pointe Drive, Rochester, Michigan 48307, county of Oakland, succeeding
Rex E. Schlaybaugh, Jr., whose term has expired, representing the general public, for a term commencing May 15,
2007 and expiring August 11, 2014.

Senator Brown moved that the Senate advise and consent to the appointment.

The question being on advising and consenting to the said appointment to office,

The Senate advised and consented to the appointment, a majority of the members serving voting therefor, as follows:

Roll Call No. 212 Yeas—35
Allen Cherry Jacobs Richardville
Anderson Clark-Coleman Jansen Sanborn
Barcia Clarke Jelinek Schauer
Basham Garcia Kahn Scott
Birkholz George Kuipers Stamas
Bishop Gilbert McManus Switalski
Brater Gleason Olshove Van Woerkom
Brown Hardiman Patterson Whitmer
Cassis Hunter Prusi
Nays—O0
Excused—3
Cropsey Pappageorge Thomas
Not Voting—O0

In The Chair: President

Senator Scott asked and was granted unanimous consent to make a statement and moved that the statement be print
in the Journal.

The motion prevailed.

Senator Scott’s statement is as follows:

| rise to speak on the appointment of Monica E. Emerson, whom | have known for many years. Her husband was my
police chief when | was mayor of Highland Park. Mrs. Emerson has been just an outstanding person. | rise to support
the appointment of her to the Oakland University Board of Control.
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Monica Emerson has had a distinguished professional career in the field of human resources, which gives her an
understanding of the skills that our students need to compete in the global marketplace. She also has degrees from thre
of Michigan’s public institutions of higher education, which underscores her commitment to our state-supported
university system, as well as her understanding of the enormous benefits of undergraduate and graduate-level education

During her advice and consent hearing, she highlighted her belief that education is a critical tool to help bridge
economic and social gaps. | believe that her background and her qualifications will allow her to work to fulfill this
mission of Oakland University.

Just on another personal note, she has two sons who have done very well educationally and are doing a great job
She has worked, as you know, for Chrysler Corporation, and her job has taken her overseas.

She just has a great understanding of education. | know she’ll do an excellent job. | encourage all of my colleagues
to support this fantastic lady.

Oakland University Board of Control

Mr. Ganesh V. Reddy of 3614 Ponderosa Drive, Okemos, Michigan 48864, county of Ingham, succeeding David
Doyle, whose term has expired, representing the general public, for a term commencing May 15, 2007 and expiring
August 11, 2014.

Senator Brown moved that the Senate advise and consent to the appointment.

The question being on advising and consenting to the said appointment to office,

The Senate advised and consented to the appointment, a majority of the members serving voting therefor, as follows:

Roll Call No. 213 Yeas—35
Allen Cherry Jacobs Richardville
Anderson Clark-Coleman Jansen Sanborn
Barcia Clarke Jelinek Schauer
Basham Garcia Kahn Scott
Birkholz George Kuipers Stamas
Bishop Gilbert McManus Switalski
Brater Gleason Olshove Van Woerkom
Brown Hardiman Patterson Whitmer
Cassis Hunter Prusi
Nays—O0
Excused—3
Cropsey Pappageorge Thomas
Not Voting—0

In The Chair: President

Senator Whitmer asked and was granted unanimous consent to make a statement and moved that the statement
printed in the Journal.

The motion prevailed.

Senator Whitmer’s statement is as follows:

| rise today to support the appointment of Ganesh Reddy to the Oakland University Board of Control. Ganesh is a
good friend of mine, and he also has had a successful career in both academic and business environments and will bring
this experience with him during his time assisting the direction of Oakland University.
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He has international experience in higher education, having held positions at universities in India and Australia, as
well as having taught right here at Michigan State University. Mr. Reddy’s international perspective, his transition from
academic to commercial success, as well as his commitment to further implementation of information technology in
the university setting, make him a well-qualified candidate for the Oakland University board.

| urge my colleagues to join me in supporting Ganesh’s appointment.

Messages from the House

Senator Brown moved that consideration of the following bills be postponed for today:
Senate Bill No. 354

Senate Bill No. 134

The motion prevailed.

Senate Bill No. 561, entitled

A bill to amend 1971 PA 140, entitled “Glenn Steil state revenue sharing act of 1971,” by amending section 12a
(MCL 141.912a), as amended by 1998 PA 532.

The House of Representatives has passed the bill, ordered that it be given immediate effect and pursuant to Joint
Rule 20, inserted the full title.

The question being on concurring in the committee recommendation to give the bill immediate effect,

The recommendation was concurred in, 2/3 of the members serving voting therefor.

The Senate agreed to the full title.

The bill was referred to the Secretary for enrollment printing and presentation to the Governor.

By unanimous consent the Senate proceeded to the order of
General Orders

Senator Brown moved that the Senate resolve itself into the Committee of the Whole for consideration of the General
Orders calendar.

The motion prevailed, and the President, Lieutenant Governor Cherry, designated Senator Brater as Chairperson.

After some time spent therein, the Committee arose; and, the President, Lieutenant Governor Cherry, having resumed
the Chair, the Committee reported back to the Senate, favorably and with a substitute therefor, the following bill:

Senate Bill No. 559, entitled

A bill to amend 1969 PA 306, entitled “Administrative procedures act of 1969,” by amending section 39 (MCL 24.239),
as amended by 2004 PA 23.

Substitute (S-1).

The following is the amendment to the substitute recommended by the Committee of the Whole:

1. Amend page 2, following line 21, by inserting:

“(ix) WHETHER THE RULE INTENDS OR WILL LIKELY EXCEED AN EXISTING OR PROPOSED

FEDERAL STANDARD.".

The Senate agreed to the substitute, as amended, recommended by the Committee of the Whole, and the bill a:
substituted was placed on the order of Third Reading of Bills.

The Committee of the Whole reported back to the Senate, favorably and with a substitute therefor, the following bill:

Senate Bill No. 513, entitled

A bill to amend 1994 PA 451, entitled “Natural resources and environmental protection act,” by amending
sections 11502, 11504, 11505, and 11506 (MCL 324.11502, 324.11504, 324.11505, and 324.11506), section 11502 as
amended by 2004 PA 35, section 11504 as amended by 1996 PA 359, and section 11506 as amended by 1998 PA 46t

Substitute (S-3).

The Senate agreed to the substitute recommended by the Committee of the Whole, and the bill as substituted was
placed on the order of Third Reading of Bills.

The Committee of the Whole reported back to the Senate, favorably and with a substitute therefor, the following bill:

Senate Bill No. 523, entitled

A bill to authorize the state administrative board to convey certain state owned property in Lapeer county; to prescribe
certain conditions for the conveyance; and to provide for the disposition of the revenue derived from the conveyance.



996 JOURNAL OF THE SENATE [June 28, 2007] [No. 66

Substitute (S-3).
The Senate agreed to the substitute recommended by the Committee of the Whole, and the bill as substituted was
placed on the order of Third Reading of Bills.

By unanimous consent the Senate returned to the order of
Third Reading of Bills

Senator Brown moved that the rules be suspended and that the following bills, now on the order of Third Reading
of Bills, be placed on their immediate passage:

Senate Bill No. 513

Senate Bill No. 523

The motion prevailed, a majority of the members serving voting therefor.

Senator Brown moved that the following bills be placed at the head of the Third Reading of Bills calendar:
Senate Bill No. 570

Senate Bill No. 600

Senate Bill No. 513

Senate Bill No. 523

The motion prevailed.

The following bill was read a third time:

Senate Bill No. 570, entitled

A bill to amend 2006 PA 479, entitled “Michigan promise grant act,” by amending section 2 (MCL 390.1622).
The question being on the passage of the bhill,

The bill was passed, a majority of the members serving voting therefor, as follows:

Roll Call No. 214 Yeas—35
Allen Cherry Jacobs Richardville
Anderson Clark-Coleman Jansen Sanborn
Barcia Clarke Jelinek Schauer
Basham Garcia Kahn Scott
Birkholz George Kuipers Stamas
Bishop Gilbert McManus Switalski
Brater Gleason Olshove Van Woerkom
Brown Hardiman Patterson Whitmer
Cassis Hunter Prusi
Nays—O0
Excused—3
Cropsey Pappageorge Thomas
Not Voting—0

In The Chair: President

The Senate agreed to the title of the bill.
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The following bill was read a third time:

Senate Bill No. 600, entitled

A bill to amend 2006 PA 479, entitled “Michigan promise grant act,” by amending sections 4 and 8 (MCL 390.1624
and 390.1628).

The question being on the passage of the bill,

The bill was passed, a majority of the members serving voting therefor, as follows:

Roll Call No. 215 Yeas—35
Allen Cherry Jacobs Richardville
Anderson Clark-Coleman Jansen Sanborn
Barcia Clarke Jelinek Schauer
Basham Garcia Kahn Scott
Birkholz George Kuipers Stamas
Bishop Gilbert McManus Switalski
Brater Gleason Olshove Van Woerkom
Brown Hardiman Patterson Whitmer
Cassis Hunter Prusi
Nays—O0
Excused—3

Cropsey Pappageorge Thomas

Not Voting—0

In The Chair: President

The Senate agreed to the title of the bill.

The following bill was read a third time:

Senate Bill No. 513, entitled

A bill to amend 1994 PA 451, entitled “Natural resources and environmental protection act,” by amending
sections 11503, 11505, 11506, and 11514 (MCL 324.11503, 324.11505, 324.11506, and 324.11514), sections 11503
and 11506 as amended by 1998 PA 466 and section 11514 as amended by 2005 PA 243, and by adding section 1152:

The question being on the passage of the bill,

The bill was passed, a majority of the members serving voting therefor, as follows:

Roll Call No. 216 Yeas—35

Allen Cherry Jacobs Richardville
Anderson Clark-Coleman Jansen Sanborn
Barcia Clarke Jelinek Schauer
Basham Garcia Kahn Scott
Birkholz George Kuipers Stamas
Bishop Gilbert McManus Switalski
Brater Gleason Olshove Van Woerkom
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Brown Hardiman Patterson Whitmer
Cassis Hunter Prusi
Nays—O0
Excused—3
Cropsey Pappageorge Thomas
Not Voting—0

In The Chair: President
The Senate agreed to the title of the bill.

The following bill was read a third time:

Senate Bill No. 523, entitled

A bill to authorize the state administrative board to convey certain state owned property in Lapeer county; to prescribe
certain conditions for the conveyance; to prescribe certain powers and duties of the department of management and
budget; and to provide for the disposition of the revenue derived from the conveyance.

The guestion being on the passage of the bill,

The bill was passed, a majority of the members serving voting therefor, as follows:

Roll Call No. 217 Yeas—35
Allen Cherry Jacobs Richardville
Anderson Clark-Coleman Jansen Sanborn
Barcia Clarke Jelinek Schauer
Basham Garcia Kahn Scott
Birkholz George Kuipers Stamas
Bishop Gilbert McManus Switalski
Brater Gleason Olshove Van Woerkom
Brown Hardiman Patterson Whitmer
Cassis Hunter Prusi
Nays—O0
Excused—3

Cropsey Pappageorge Thomas

Not Voting—O0

In The Chair: President

The Senate agreed to the title of the bill.
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By unanimous consent the Senate proceeded to the order of
Resolutions

The question was placed on the adoption of the following resolution consent calendar:
Senate Resolution No. 82
The resolution consent calendar was adopted.

Senator Clark-Coleman offered the following resolution:

Senate Resolution No. 82.

A resolution commemorating the 25th Annual Metro Detroit Youth Day.

Whereas, The 25th Annual Metro Detroit Youth Day, sponsored by General Motors, Spartan Stor&stroit.,
Free Press, Pepsi-Cola Company, Ford Motor Company, Toyota USA, AT&T, McDonald’s, Sam’s Club, Greektown
Casino, The RARE Foundation, Big Boy Restaurants, Kroger Food Stores, MGM Grand Casino, Michigan Food &
Beverage Association, Compuware, Detroit Lions, Detroit Pistons, Detroit Tigers, DTE Energy, Detroit Recreation
Department, Blue Cross and Blue Shield of Michigan, Wayne County Park Systems, Fairlane Town Center, The Skillman
Foundation, WDIV-TV, WWJ Newsradio 950, Penske Corporation, Charity Motors, LaSalle Bank, Archdiocese of
Detroit, University of Michigan-Dearborn, Davenport University, Target Stores, and many other sponsors including
food and beverage firms and over 214 community and youth organizations that recognize that leisure and recreation
are basic human needs and that youth must use this time wisely to improve the quality of their life and life's
disciplines, will be held July 11, 2007, at Belle Isle’s Athletic Field in Detroit; and

Whereas, Metro Detroit Youth Day, the largest youth event in Michigan, emphasizes the need for physical education
facilities and fitness with the need for good sportsmanship, college scholarships, and community service; and

Whereas, It is acknowledged that the youth are a valuable asset to our communities and the foundation of our future; anc

Whereas, Metro Detroit Youth Day is intended to bring together the community and the private sector to enhance
relationships and improve cooperation and harmony in our communities; and

Whereas, Metro Detroit Youth Day provides an opportunity for youth to participate in constructive activities outside
their immediate home areas, working with other youngsters and numerous volunteers; and

Whereas, Community groups such as the NAACP, Detroit Urban League, Salvation Army, Boys and Girls Clubs, Boy
Scouts, Girl Scouts, YMCA, YWCA, Focus: HOPE, United Way for SE Michigan, Detroit Police Cadets, New Detroit, Inc.,
Goodwill Industries, and many others are participating as co-sponsors; and

Whereas, Outstanding and dedicated community leaders, including Ed Deeb of the Michigan Food & Beverage
Association; Dr. Tom Moss, retired former Detroit police chief; Keith Bennett of Goodwill Industries; Loren Jackson
of Detroit Recreation Department; Sergeant Curtis Perry of the Detroit Police Cadets; and Dr. Lynne Boyle of the
Kiwanis Club, are co-chairing this event along with more than 1,000 volunteers supervising the 30,000 youths expected
to attend; now, therefore, be it

Resolved by the Senate, That we hereby proclaim Wednesday, July 11, 2007, as Metro Detroit Youth Day in the state
of Michigan; and be it further

Resolved, That a copy of this resolution be transmitted to the organizers of this event as evidence of our esteem for
their dedication and commitment to the youth of Metro Detroit.

Senators Anderson, Basham, Brater, Clarke, Gleason, Hunter, Jacobs, Schauer, Scott and Switalski were namec
co-sponsors of the resolution.

Senators Kuipers, Pappageorge, Stamas, Cassis, Jansen and Van Woerkom offered the following resolution:

Senate Resolution No. 83.

A resolution to urge the Honorable John Conyers, Jr., chairman of the Committee on the Judiciary in the United States
House of Representatives, to conduct hearings on the fitness of United States District Court Judge Richard Enslen to
serve.

Whereas, As the elected representatives of the people of Michigan, the Senators of the Michigan State Senate are
responsible for overseeing, regulating, and funding the activities of a large and diverse state. We take our responsibilities
entrusted to us by the people of Michigan seriously and endeavor to balance the competing needs that come before us
Public safety and the wise stewardship of tax revenue are just two of the many areas our legislation touches; and

Whereas, The federal courts have imposed their policy preferences for the operations and staffing of the Michigan
prison system in a manner that undermines the Governor’s ability to effectively carry out the management of the
Michigan Department of Corrections to safeguard our citizens. In contravention of Governor Granholm’s prison plans,
United States District Court Judge Richard Enslen has once again issued a series of court orders that unduly interfere
with and hamper the operations of our prison system. These activist judicial orders impose unreasonable standards or
our Department of Corrections at the whim of the judge and compel needless excessive spending on the prison systen
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by diverting precious scarce resources away from the real critical priorities of the state. Judge Enslen’s persistent attemptec
micromanagement of the Michigan Department of Corrections and his efforts to improperly extend his jurisdiction
beyond the scope of the pending litigation in his court to the entire prison system have consistently been rebuked by
several United States Court of Appeals decisions which have tried to rein in this out-of-control judge. Judge Enslen’s
continued unprecedented and imprudent interference in and micromanagement of the Michigan Department of
Corrections is unacceptable; and

Whereas, Richard Enslen is a federal judge whose fithess to serve is a proper subject of congressional interest. The
Committee on the Judiciary of the United States House of Representatives should investigate the record of the
Honorable Richard Enslen of the United States District Court to determine if he is fit to serve in our federal judiciary;
now, therefore, be it

Resolved by the Senate, That we urge the Honorable John Conyers, Jr., chairman of the Committee on the Judiciary
in the United States House of Representatives, to conduct hearings on the fitness of United States District Court Judge
Richard Enslen to serve; and be it further

Resolved, That copies of this resolution be transmitted to the Honorable John Conyers, Jr., chairman of the Committee
on the Judiciary in the United States House of Representatives, and the members of the Michigan congressional delegation

Pending the order that, under rule 3.204, the resolution be referred to the Committee on Government Operations and
Reform,

Senator Brown moved that the rule be suspended.

The motion prevailed, a majority of the members serving voting therefor.

The question being on the adoption of the resolution,

Senator Brown moved that the resolution be referred to the Committee on Judiciary.

The motion prevailed.

Senators Kuipers, Pappageorge, Stamas, Cassis, Jansen and Van Woerkom offered the following concurrent resolution

Senate Concurrent Resolution No. 16.

A concurrent resolution to urge the Honorable John Conyers, Jr., chairman of the Committee on the Judiciary in the
United States House of Representatives, to conduct hearings on the fitness of United States District Court Judge Richarc
Enslen to serve.

Whereas, As the elected representatives of the people of Michigan, the Senators and representatives of the Michigar
State Legislature are responsible for overseeing, regulating, and funding the activities of a large and diverse state. We
take our responsibilities entrusted to us by the people of Michigan seriously and endeavor to balance the competing
needs that come before us. Public safety and the wise stewardship of tax revenue are just two of the many areas ou
legislation touches; and

Whereas, The federal courts have imposed their policy preferences for the operations and staffing of the Michigan
prison system in a manner that undermines the Governor’s ability to effectively carry out the management of the
Michigan Department of Corrections to safeguard our citizens. In contravention of Governor Granholm’s prison plans,
United States District Court Judge Richard Enslen has once again issued a series of court orders that unduly interfere
with and hamper the operations of our prison system. These activist judicial orders impose unreasonable standards or
our Department of Corrections at the whim of the judge and compel needless excessive spending on the prison systen
by diverting precious scarce resources away from the real critical priorities of the state. Judge Enslen’s persistent
attempted micromanagement of the Michigan Department of Corrections and his efforts to improperly extend his
jurisdiction beyond the scope of the pending litigation in his court to the entire prison system have consistently been
rebuked by several United States Court of Appeals decisions which have tried to rein in this out-of-control judge.
Judge Enslen’s continued unprecedented and imprudent interference in and micromanagement of the Michigan
Department of Corrections is unacceptable; and

Whereas, Richard Enslen is a federal judge whose fithess to serve is a proper subject of congressional interest. The
Committee on the Judiciary of the United States House of Representatives should investigate the record of the
Honorable Richard Enslen of the United States District Court to determine if he is fit to serve in our federal judiciary;
now, therefore, be it

Resolved by the Senate (the House of Representatives concurring), That we urge the Honorable John Conyers, Jr.
chairman of the Committee on the Judiciary in the United States House of Representatives, to conduct hearings on the
fitness of United States District Court Judge Richard Enslen to serve; and be it further

Resolved, That copies of this resolution be transmitted to the Honorable John Conyers, Jr., chairman of the Committee
on the Judiciary in the United States House of Representatives, and the members of the Michigan congressional
delegation.

Pending the order that, under rule 3.204, the concurrent resolution be referred to the Committee on Government
Operations and Reform,

Senator Brown moved that the rule be suspended.

The motion prevailed, a majority of the members serving voting therefor.
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The question being on the adoption of the concurrent resolution,
Senator Brown moved that the concurrent resolution be referred to the Committee on Judiciary.
The motion prevailed.

House Concurrent Resolution No. 38.

A concurrent resolution to urge the Michigan Strategic Fund to reject the Ambassador Bridge’'s application for
United States Department of Transportation private activity bonds for the construction of a new privately owned
international crossing of the Detroit River.

Whereas, The international border crossing at Detroit is a critical juncture in the economic partnership that exists
between the United States and Canada. This relationship, the largest bilateral trading partnership in the world, is
strongly dependent upon the efficiency and safety of the border crossing infrastructure, as well as strong relationships
among Michigan, the United States, Ontario, and the federal government of Canada. With projections of future growth
in the volume of trade between our nations that will exceed our current infrastructure’s capacity, steps are being taken
to add crossings at the Detroit River; and

Whereas, The Detroit River International Crossing study represents the first coordinated and comprehensive effort
to ensure safe and efficient borders between Southeastern Michigan and Southwestern Ontario, the hemisphere’s mos
valuable trade route. The study has rejected a new privately owned international crossing of the Detroit River
immediately adjacent to the existing Ambassador Bridge, which is the proposal before the Michigan Strategic Fund,
on grounds that it would have unacceptable negative environmental and community impacts, that the road network at
the foot of the bridge would be inadequate to meet future truck volumes, and that such a crossing would provide
virtually no system redundancy for homeland security purposes; and

Whereas, The Michigan Strategic Fund was created by 1984 PA 270 with broad authority to promote economic
development and to create jobs. Its 11-member board, appointed by the Governor, has the responsibility to promote the
economic well-being of the Detroit metropolitan region, the state, and our country by ensuring solid trade routes; now,
therefore, be it

Resolved by the House of Representatives (the Senate concurring), That we urge the Michigan Strategic Fund to
reject the Ambassador Bridge’s application for United States Department of Transportation private activity bonds for
the construction of a new privately owned international crossing of the Detroit River; and be it further

Resolved, That copies of this resolution be transmitted to the Michigan Strategic Fund Board and the Office of the
Governor.

The House of Representatives has adopted the concurrent resolution.

Pursuant to rule 3.204, the concurrent resolution was referred to the Committee on Government Operations and
Reform.

Senators Barcia, Basham, Brater, Clark-Coleman, Clarke, Gleason, Jacobs, Schauer, Scott and Switalski were name
co-sponsors of the concurrent resolution.

By unanimous consent the Senate proceeded to the order of
Statements

Senators Scott, Allen, Bishop and McManus asked and were granted unanimous consent to make statements ant
moved that the statements be printed in the Journal.

The motion prevailed.

Senator Scott's statement is as follows:

If any of you decided to take a trip back in time to Michigan in the 1950s, you would have faced many serious issues:
the Cold War, the Korean Conflict, polio epidemic, the launching of Sputnik by the Soviet Union, and redlining. At
that time, attention was focused on redlining in home sales, the practice of steering buyers to certain areas determinec
by the color of their skin. Today Detroit has some of the highest auto and homeowners insurance rates in the country.
In fact, a study done by former Attorney General Jennifer Granholm showed disparities in auto rates of some 17 percent
in cities with similar-sized populations and theft rates, but different racial make-ups. But you folks don’'t need a study
to tell you how outrageous these premiums have become.

Auto insurance rate increases have outpaced inflation by more than a 2-to-1 ratio in Michigan. In Detroit, insurance
rates have outpaced inflation by more than 4-to-1. These high rates have resulted in over a million uninsured motorists
in Michigan. In Detroit, nearly half of the drivers are uninsured. Homeowners rates are escalating as well, with
Michigan homeowners experiencing rates nearly double those in other states. Meanwhile, underlying the problem of
skyrocketing premiums is an even more evil and distressing problem—redlining.
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As all of you know, redlining is the practice of refusing to write insurance or providing an inferior product to folks
who live in certain areas of the state. In 1978, the Michigan Supreme Court found that auto and homeowners insurance
are essential products for consumers and that the state has a duty to guarantee that insurance is available to everyor
at a fair and equitable price. Yet 28 years later, Detroit residents are paying two, three, and even four times more for
the same coverage in comparison to other areas of the state. Has the state failed in their promise? You bet. Have
insurance companies continued to exploit residents of Detroit and other urban areas to fatten their profits? You bet. Is
redlining still an issue over 50 years after it surfaced in Detroit? You bet.

Shortly after Governor Granholm assumed office, a House bill was introduced that would reimburse folks cited for
driving without their proof of insurance certificate if they could produce it after the fact. When that bill came to the
Senate, | amended the bill to require insurance rates to be based on the distance one drives, the type of car, and drivin
record. The bill was soundly defeated. That day, | will tell you, was my worst day in the Legislature. That's when |
stood on the Senate floor and made a promise that | would speak for fair insurance rates at every session until the
problem was resolved. So here it is more than three years later and | am still making those statements, and in every
statement | tell you that you must address the rising costs of insurance in Michigan. | tell you how unfair it is that
Detroit drivers must pay the highest rates in the state and country when they are the group that can least afford it. | tell
you how unjust it is that regardless of their claim histories, regardless of their driving records, they are mandated to
pay these exorbitant rates. | read you e-mail after e-mail from folks who can no longer afford to insure their cars or
their homes.

Today | stand before you simply to remind you of this history and to tell you that | plan on continuing my statements
until insurance is available to everyone at a fair and equitable price.

Senator Allen’s statement is as follow:

Today we are here to wish well one of our great staff people in the Allen office. Team Allen has had a great legacy
of individuals, and one of our friends, employees, and colleagues, Erin Meteer, is heading over to work at the Michigan
State Republican Party. She’s a Traverse City native and has been involved in campaigns and political policy for a long
time. A graduate of Grand Valley State University, we're very proud of her new position and wish her well in her future
endeavors.

Senator Bishop’s statement is as follow:

| rise today for a special tribute for one of our family members who has decided to move on to bigger and better
things, someone who has been with us for a long time here in the Legislature. Since 1990, Jon William Robinson has
been a part of our family and has assumed so many different roles. | actually can personally remember working with
him with the state committee back in the early '90s. | enjoyed working with him then. He’s done so many other things
for this state, for our caucus, in particular, and so many things that are too numerous to mention. | know that he has
Stacy, his wife, in the Gallery today. His daughter Sophie and son Maxwell would be awfully proud of their father
today as he stands before you in recognition of so many years of great service to our caucus and to this state.

It's my great pleasure to have this opportunity, at the very least, to offer Jon a special tribute from the Michigan
Senate for all of his years of service and to thank him for so many things that he’s done for this caucus, for this
Legislature, and wish him all the best in the future.

Senator McManus’ statement is as follow:

Senate colleagues, | rise today with a very heavy heart to honor the passing of Guy Vander Jagt, a former State
Senator and a 12-term congressman from Wexford County. Guy Vander Jagt will be remembered for his ease, his wit
behind the podium, for his generosity, his intelligence, his compassion, and his dedication as a legislator.

A graduate of Cadillac High School, Hope College, and Yale, Guy Vander Jagt actually set out to be a minister
before deciding to pursue a career in politics. In 1964, he was elected to the Michigan Senate and served one term
before running for Congress in 1966. He went on to serve 13 terms in the U.S. House, during which he worked to
establish the Sleepy Bear Dunes National Lakeshore.

Now | was born in 1966, so my real first memory of Guy was 25 years later when | was running for Representative
in Leelanau County. He came to Northport, at the end of the peninsula, for Lincoln Day in his RV, as he normally
traveled around his district. Everyone knew him in the room, but the more important thing was that he knew everyone
in the room and what they did and their background and their family. Not even my good friends Bill Schuette or Mike
Goschka could do that. He had a way about himself and connecting with people. He always tried to understand and
work with them on a lot of variety of different issues.

My Uncle George McManus said Guy was the most powerful speaker and debater that either party had ever seen. In
fact, even Ronald Reagan was once quoted saying, “Some call me the ‘Great Communicator,’ but if there is one thing
that | dreaded in the eight years that | served in Washington was having to follow Guy Vander Jagt to the podium.”

Guy Vander Jagt was a true patriot who believed in America and all that makes us great. May his legacy live on, and
may his family know our deepest condolences at the time of his passing.
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By unanimous consent the Senate returned to the order of
Introduction and Referral of Bills

Senators Cherry, Jansen, Olshove, Prusi, Switalski and Whitmer introduced

Senate Bill No. 627, entitled

A bill to amend 1977 PA 135, entitled “An act to prohibit certain mortgage lending practices by a credit granting
institution; to prescribe the powers and duties of the commissioner of the financial institutions bureau in relation to
those practices; to permit the establishment of local mortgage review boards; and to provide remedies and penalties,
(MCL 445.1601 to 445.1614) by amending the title, as amended by 1993 PA 43, and by adding sections 2b, 2c, and 2d.

The bill was read a first and second time by title and referred to the Committee on Appropriations.

Senators Jelinek, Kuipers, Richardville, Allen and Jansen introduced

Senate Bill No. 628, entitled

A bill to amend 1978 PA 368, entitled “Public health code,” by amending section 12542 (MCL 333.12542).

The bill was read a first and second time by title and referred to the Committee on Natural Resources and
Environmental Affairs.

Senators Jelinek and Kuipers introduced

Senate Bill No. 629, entitled

A bill to amend 1994 PA 451, entitled “Natural resources and environmental protection act,” by amending section 80105
(MCL 324.80105), as added by 1995 PA 58, and by adding section 80155a.

The bill was read a first and second time by title and referred to the Committee on Natural Resources and
Environmental Affairs.

Senator Jelinek introduced

Senate Bill No. 630, entitled

A bill to amend 2001 PA 142, entitled “Michigan memorial highway act,” (MCL 250.1001 to 250.2080) by adding
section 93.

The bill was read a first and second time by title and referred to the Committee on Transportation.

Senator Kahn introduced

Senate Bill No. 631, entitled

A bill to amend 1976 PA 331, entitled “Michigan consumer protection act,” by amending section 5 (MCL 445.905),
as amended by 2006 PA 508.

The bill was read a first and second time by title and referred to the Committee on Transportation.

Senators Allen, Kuipers, Kahn, Jelinek and Pappageorge introduced

Senate Bill No. 632, entitled

A bill to amend 1968 PA 15, entitled “Correctional industries act,” by amending section 6 (MCL 800.326), as
amended by 1996 PA 537.

The bill was read a first and second time by title and referred to the Committee on Judiciary.

House Bill No. 4463, entitled

A bill to amend 1994 PA 451, entitled “Natural resources and environmental protection act,” by amending section 30106
(MCL 324.30106), as added by 1995 PA 59, and by adding section 30106a.

The House of Representatives has passed the bill and ordered that it be given immediate effect.

The bill was read a first and second time by title and referred to the Committee on Government Operations and Reform.

House Bill No. 4464, entitled

A bill to amend 1967 PA 288, entitled “Land division act,” by amending section 253 (MCL 560.253).

The House of Representatives has passed the bill and ordered that it be given immediate effect.

The bill was read a first and second time by title and referred to the Committee on Government Operations and Reform.
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House Bill No. 4536, entitled

A bill to amend 1949 PA 300, entitled “Michigan vehicle code,” by amending section 710e (MCL 257.710e), as
amended by 1999 PA 29.

The House of Representatives has passed the bill and ordered that it be given immediate effect.
The bill was read a first and second time by title and referred to the Committee on Transportation.

House Bill No. 4537, entitled

A bill to amend 1949 PA 300, entitled “Michigan vehicle code,” (MCL 257.1 to 257.923) by adding section 710h.
The House of Representatives has passed the bill and ordered that it be given immediate effect.

The bill was read a first and second time by title and referred to the Committee on Transportation.

House Bill No. 4538, entitled

A bill to amend 1949 PA 300, entitled “Michigan vehicle code,” by amending section 907 (MCL 257.907), as
amended by 2006 PA 298.

The House of Representatives has passed the bill and ordered that it be given immediate effect.

The bill was read a first and second time by title and referred to the Committee on Transportation.

House Bill No. 4939, entitled

A bill to amend 1949 PA 300, entitled “Michigan vehicle code,” by amending section 710d (MCL 257.710d), as
amended by 1999 PA 29.

The House of Representatives has passed the bill and ordered that it be given immediate effect.

The bill was read a first and second time by title and referred to the Committee on Transportation.

Recess

Senator Brown moved that the Senate recess until 2:30 p.m.
The motion prevailed, the time being 11:52 a.m.

The Senate reconvened at the expiration of the recess and was called to order by the President, Lieutenant Gov-
ernor Cherry.

Senator Brown moved that rule 2.106 be suspended to allow committees to meet during Senate session.
The motion prevailed, a majority of the members serving voting therefor.

Recess
Senator Brown moved that the Senate recess subject to the call of the Chair.
The motion prevailed, the time being 2:32 p.m.
6:30 p.m.
The Senate was called to order by the President, Lieutenant Governor Cherry.
During the recess, Senator Thomas entered the Senate Chamber.
By unanimous consent the Senate returned to the order of

Conference Reports

Senator Brown moved that joint rule 9 be suspended to permit immediate consideration of the conference report
relative to the following bill:

Senate Bill No. 94

The motion prevailed, a majority of the members serving voting therefor.
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Senator Bishop submitted the following:
FIRST CONFERENCE REPORT

The Committee of Conference on the matters of difference between the two Houses concerning

Senate Bill No. 94, entitled

A bill to provide for the imposition, levy, computation, collection, assessment, reporting, payment, and enforcement
of taxes on certain commercial, business, and financial activities; to prescribe the powers and duties of public officers
and state departments; to provide for the inspection of certain taxpayer records; to provide for interest and penalties;
to provide exemptions, credits, and refunds; to provide for the disposition of funds; to provide for the interrelation of
this act with other acts; and to repeal acts and parts of acts.

Recommends:

First: That the Senate recede from the Senate Substitute for the House Substitute as passed by the Senate.

Second: That the Senate and House agree to the Substitute of the House as passed by the House, amended to re
as follows:

A bill to provide for the imposition, levy, computation, collection, assessment, reporting, payment, and enforcement
of taxes on certain commercial, business, and financial activities; to prescribe the powers and duties of public officers
and state departments; to provide for the inspection of certain taxpayer records; to provide for interest and penalties;
to provide exemptions, credits, and refunds; to provide for the disposition of funds; to provide for the interrelation of
this act with other acts; and to make appropriations.

THE PEOPLE OF THE STATE OF MICHIGAN ENACT:
CHAPTER 1

Sec. 101. (1) This act shall be known and may be cited as the “Michigan business tax act”.

(2) It is the intent of the legislature that the tax levied under this act and the various credits available under this act
will serve to improve the economic condition of this state, foster continued and diverse economic growth in this state,
and enable this state to compete fairly and effectively in the world marketplace for economic development opportunities
that will provide for and protect the health, safety, and welfare of the citizens of this state, now and in the future.

Sec. 103. A term used in this act and not defined differently shall have the same meaning as when used in comparable
context in the laws of the United States relating to federal income taxes in effect for the tax year unless a different
meaning is clearly required. A reference in this act to the internal revenue code includes other provisions of the laws
of the United States relating to federal income taxes.

Sec. 105. (1) “Business activity” means a transfer of legal or equitable title to or rental of property, whether real,
personal, or mixed, tangible or intangible, or the performance of services, or a combination thereof, made or engaged
in, or caused to be made 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 include the services renderec
by an employee to his or her employer 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 business activities, each activity shall be considered to be business
engaged in within the meaning of this act.

(2) “Business income” means that part of federal taxable income derived from business activity. For a partnership or
S corporation, business income includes payments and items of income and expense that are attributable to busines
activity of the partnership or S corporation and separately reported to the partners or shareholders. For an organization
that is a mutual or cooperative electric company exempt under section 501(c)(12) of the internal revenue code, business
income equals the organization’s excess or deficiency of revenues over expenses as reported to the federal governmer
by those organizations exempt from the federal income tax under the internal revenue code, less capital credits paid to
members of that organization, less income attributed to equity in another organization’s net income, and less income
resulting from a charge approved by a state or federal regulatory agency that is restricted for a specified purpose and
refundable if it is not used for the specified purpose. For a tax-exempt person, business income means only that part
of federal taxable income derived from unrelated business activity.

Sec. 107. (1) “Client” means an entity whose employment operations are managed by a professional employer
organization.

(2) “Compensation” means all wages, salaries, fees, bonuses, commissions, other payments made in the tax year ol
behalf of or for the benefit of employees, officers, or directors of the taxpayers, and any earnings that are net earnings
from self-employment as defined under section 1402 of the internal revenue code of the taxpayer or a partner or limited
liability company member of the taxpayer. Compensation includes, but is not limited to, payments that are subject to or
specifically exempt or excepted from withholding under sections 3401 to 3406 of the internal revenue code. Compensation
also includes, on a cash or accrual basis consistent with the taxpayer’s method of accounting for federal income tax
purposes, payments to a pension, retirement, or profit sharing plan other than those payments attributable to unfundec
accrued actuarial liabilities, and payments for insurance for which employees are the beneficiaries, including payments
under health and welfare and noninsured benefit plans and payment of fees for the administration of health and welfare
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and noninsured benefit plans. Compensation for a taxpayer licensed 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 payments to an independent contractor
licensed under article 25 or 26 of the occupational code, 1980 PA 299, MCL 339.2501 to 339.2518 and 339.2601 to
339.2637. Compensation does not include any of the following:

(a) Discounts on the price of the taxpayer’s merchandise or services sold to the taxpayer's employees, officers, or
directors that are not available to other customers.

(b) Except as otherwise provided in this subsection, payments to an independent contractor.

(c) Payments to state and federal unemployment compensation funds.

(d) The employer’s portion of payments under the federal insurance contributions act, chapter 21 of subtitle C of the
internal revenue code, 26 USC 3101 to 3128, the railroad retirement tax act, chapter 22 of subtitle C of the internal
revenue code, 26 USC 3201 to 3233, and similar social insurance programs.

(e) Payments, including self-insurance payments, for worker's compensation insurance or federal employers’
liability act insurance pursuant to 45 USC 51 to 60.

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

(4) “Department” means the department of treasury.

Sec. 109. (1) “Employee” means an employee as defined in section 3401(c) of the internal revenue code. A person
from whom an employer is required to withhold for federal income tax purposes is prima facie considered an employee.

(2) “Employer” means an employer as defined in section 3401(d) of the internal revenue code. A person required to
withhold for federal income tax purposes is prima facie considered an employer.

(3) “Federal taxable income” means taxable income as defined in section 63 of the internal revenue code.

(4) “Financial institution” means that term as defined under chapter 2B.

(5) “Foreign operating entity” means a United States person that satisfies each of the following:

(a) Would otherwise be a part of a unitary business group that has at least 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 Columbia, the Commonwealth of Puerto Rico,
any territory or possession of the United States, or a political subdivision of any of the foregoing.

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

Sec. 111. (1)Gross receipts” means the entire amount received by the taxpayer from any 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 following:

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

(b) Amounts received by the taxpayer as an agent solely on behalf of the principal that are expended by the taxpayer
for any of the following:

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

(ii) 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.

(iii) Principal and interest under a mortgage loan or land contract, lease or rental payments, or taxes, utilities, or
insurance premiums relating to real or personal property owned or leased by the principal.

(iv) A capital asset of a type that is, or under the internal revenue code will become, eligible for depreciation,
amortization, or accelerated cost recovery by the principal for federal income tax purposes, or for real property owned
or leased by the principal.

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

(vi) Fees, taxes, assessments, levies, fines, penalties, or other payments established by law that are paid to
governmental entity and that are the legal obligation of the principal.

(c) Amounts that are excluded from gross income of a foreign corporation engaged in the international operation of
aircraft under section 883(a) of the internal revenue code.

(d) Amounts received by an advertising agency used to acquire advertising media time, space, production, or talent
on behalf of another person.

(e) Notwithstanding any other provision of this section, amounts received by a taxpayer that manages real property
owned by a third party that are deposited into a separate account kept in the name of that third party and that are not
reimbursements to the taxpayer and are not indirect payments for management services that the taxpayer provides tc
that third party.

(f) Proceeds from the taxpayer’s transfer of an account receivable if the sale that generated the account receivable
was included in gross receipts for federal income tax purposes. This subdivision does not apply to a taxpayer that during
the tax year both buys and sells any receivables.
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(g) Proceeds from any of the following:

(i) The original issue of stock or equity instruments.

(i) The original issue of debt instruments.

(h) Refunds from returned merchandise.

(i) Cash and in-kind discounts.

(j) Trade discounts.

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

(I) Security deposits.

(m) Payment of the principal portion of loans.

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

(o) Proceeds from a 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 fron
the disposition to the extent that gain is included in federal taxable income.

(p) The proceeds from a policy of insurance, a settlement of a claim, or a judgment in a civil action less any proceeds
under this subdivision that are included in federal taxable income.

(g) For a sales finance company, as defined in section 2 of the motor vehicles sales finance act, 1950 (Ex Sess) PA 27
MCL 492.102, and directly or indirectly owned in whole or in part by a motor vehicle manufacturer as of January 1,
2008, amounts realized from the repayment, maturity, sale, or redemption of the principal of a loan, bond, or mutual
fund, certificate of deposit, or similar marketable instrument.

(r) For a sales finance company, as defined in section 2 of the motor vehicles sales finance act, 1950 (Ex Sess) PA 27
MCL 492.102, and directly or indirectly owned in whole or in part by a motor vehicle manufacturer as of January 1,
2008, the principal amount received under a repurchase agreement or other transaction properly characterized as a loar

(s) For a mortgage company, proceeds representing the principal balance of loans transferred or sold in the tax year
For purposes of this subdivision, “mortgage company” means a person that is licensed under the mortgage brokers,
lenders, and servicers licensing act, 1987 PA 173, MCL 445.1651 to 445.1684, or the secondary mortgage loan act,
1981 PA 125, MCL 493.51 to 493.81, and has greater than 90% of its revenues, in the ordinary course of business, from
the origination, sale, or servicing of residential mortgage loans.

(t) For a professional employer organization, any amount charged by a professional employer organization that
represents the actual cost of wages and salaries, benefits, worker’s compensation, payroll taxes, withholding, or other
assessments paid to or on behalf of a covered employee by the professional employer organization under a professiong
employer arrangement.

(u) Any invoiced items used to provide more favorable floor plan assistance to a person subject to the tax imposed
under this act than to a person not subject to this tax and paid by a manufacturer, distributor, or supplier.

(2) “Insurance company” means an authorized insurer as defined in section 106 of the insurance code of 1956, 1956
PA 218, MCL 500.106.

(3) “Internal revenue code” means the United States internal 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” means, except as provided in subdivision (d), all of the following:

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

(b) Finished goods, goods in process, and raw materials of a manufacturing business purchased from another person

(c) For a person that is a new motor vehicle dealer licensed under the Michigan vehicle code, 1949 PA 300, MCL 257.1
to 257.923, floor plan interest expenses for new motor vehicles. For purposes of this subdivision, “floor plan interest”
means interest paid that finances any part of the person’s purchase of new motor vehicle inventory from a manufacturer,
distributor, or supplier. However, amounts attributable to any invoiced items used to provide more favorable floor plan
assistance to a person subject to the tax imposed under this act than to a person not subject to this tax is considere
interest paid by a manufacturer, distributor, or supplier.

(d) Inventory does not include either of the following:

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

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

(5) “Officer” means an officer of a corporation other than a subchapter S corporation, including all of the following:

(a) The chairperson of the board.

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

(c) Persons performing similar duties to persons described in subdivisions (a) and (b).

Sec. 113. (1) “Partner” means a partner or member of a partnership.

(2) “Partnership” means a taxpayer that is required to or has elected to file as a partnership for federal income tax
purposes.
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(3) “Person” means an individual, firm, bank, financial institution, insurance company, limited partnership, limited
liability partnership, copartnership, partnership, joint venture, association, corporation, subchapter S corporation, limited
liability company, receiver, estate, trust, or any other group or combination of groups acting as a unit.

(4) “Professional employer organization” means an organization that provides the management and administration
of the human resources of another entity by contractually assuming substantial employer rights and responsibilities
through a professional employer agreement that establishes an employer relationship with the leased officers or employee:
assigned to the other entity by doing all of the following:

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

(b) Paying wages and employment taxes of the employees out of its own accounts.

(c) Reporting, collecting, and depositing state and federal employment taxes for the employees.

(d) Retaining a right to hire and fire employees.

(5) Professional employer organization is not a staffing company as that term is defined in subsection (6).

(6) “Purchases from other firms” means all of the following:

(a) Inventory acquired during the tax year, including freight, shipping, delivery, or engineering charges included in
the original contract price for that inventory.

(b) Assets, including the costs of fabrication and installation, acquired during the tax year of a type that are, or under
the internal revenue code will become, eligible for depreciation, amortization, or accelerated 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 company, compensation of personnel supplied to customers of staffing companies. As used in this
subdivision:

(i) “Compensation” means that term as defined under section 107 plus all payroll tax and worker’s compensation
costs.

(ii) “Staffing company” means a taxpayer whose business activities are included in industry group 736 under the
standard industrial classification code as compiled by the United States department of labor.

(e) For a person included in major groups 15, 16, and 17 under the standard industrial classification code as compiled
by the United States department of labor that does not qualify for a credit under section 417, payments to subcontractors
for a construction project under a contract specific to that project.

(7) “Revenue mile” means the transportation for a consideration of 1 net ton in weight or 1 passenger the distance
of 1 mile.

Sec. 115. (1) “Sale” or “sales” means, except as provided in subdivision (e), the amounts received by the taxpayer
as consideration from the following:

(a) The transfer of title to, or possession of, property that 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 customers in the ordinary course of the taxpayer’s trade or business. For intangible
property, the amounts received shall be limited to any gain received from the disposition of that property.

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

(c) The rental, lease, licensing, or use of tangible or intangible property, including interest, that constitutes business
activity.

(d) Any combination of business activities described in subdivisions (a), (b), and (c).

(e) For taxpayers not engaged in any other business activities, sales include interest, dividends, and other income
from investment assets and activities and from trading assets and activities.

(2) “Shareholder” means a person who owns outstanding stock in a business or is a member of a business entity tha
files as a corporation for federal income tax purposes. An individual is considered as the owner of the stock owned,
directly or indirectly, by or for family members as defined by section 318(a)(1) of the internal revenue code.

(3) “State” means any state of the United States, the District of Columbia, the Commonwealth of Puerto Rico, any
territory or possession of the United States, and any foreign country, or a political subdivision of any of the foregoing.

(4) “Subchapter S corporation” means a corporation electing taxation under subchapter S or chapter 1 of subtitle A
of the internal revenue code, sections 1361 to 1379 of the internal revenue code.

Sec. 117. (1) “Tangible 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 imposed under this act, including interest and penalties under this act, unless the term is
given a more limited meaning in the context of this act or a provision of this act.

(3) “Tax-exempt person” means an organization that is exempt from federal income tax under section 501(a) of the
internal revenue code, and a partnership, limited liability company, joint venture, unincorporated association, or other
group or combination of organizations acting as a unit if all such organizations are exempt from federal income tax
under section 501(a) of the internal revenue code and if all activities of the unit are exclusively related to the charitable,
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educational, or other purposes or functions that are the basis for the exemption of such organizations from federal
income tax, except the following:

(a) An organization exempt under section 501(c)(12) or (16) of the internal revenue code.

(b) An organization exempt under section 501(c)(4) of the internal revenue code that would be exempt under
section 501(c)(12) of the internal revenue code but for its failure to meet the requirement in section 501(c)(12) that
85% or more of its income must consist of amounts collected from members.

(4) “Tax year” means the calendar year, or the fiscal year ending during the calendar year, upon the basis of which
the tax base of a taxpayer is computed under this act. If a return is made for a fractional part of a year, tax year means
the period for which the return is made. Except for the first return required by this act, a taxpayer’s tax year is for the
same period as is covered by its federal income tax return. A taxpayer that has a 52- or 53-week tax year beginning
not more than 7 days before December 31 of any year is considered to have a tax year beginning after December of
that tax year.

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

(6) “Unitary business group” means a group of United States persons, other than a foreign operating entity, 1 of
which owns or controls, directly or indirectly, more than 50% of the ownership interest with voting rights or ownership
interests that confer comparable 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 among persons included in the unitary business
group or has business activities or operations that are integrated with, are dependent upon, or contribute to each othet
For purposes of this subsection, flow of value is determined by reviewing the totality of facts and circumstances of
business activities and operations.

(7) “United States person” means that term as defined in section 7701(a)(30) of the internal revenue code.

(8) “Unrelated business activity” means, for a tax-exempt person, business activity directly connected with an
unrelated trade or business as defined in section 513 of the internal revenue code.

CHAPTER 2

Sec. 200. (1) Except as otherwise provided in this act or under subsection (2), a taxpayer has substantial nexus in
this state and is subject to the tax imposed under this act if the taxpayer has a physical presence in this state for a perio
of more than 1 day during the tax year or if the taxpayer actively solicits sales in this state and has gross receipts of
$350,000.00 or more sourced to this state.

(2) For purposes of this section, “actively solicits” shall be defined by the department through written guidance that
shall be applied prospectively.

(3) As used in this section, “physical presence” means any activity conducted by the taxpayer or on behalf of the
taxpayer by the taxpayer's employee, 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 otherwise provided in this act, there is levied and imposed a business income tax on every
taxpayer with business activity within this state unless prohibited by 15 USC 381 to 384. The business income tax is
imposed on the business income tax base, after allocation or apportionment to this state, at the rate of 4.95%.

(2) The business income tax base means a taxpayer’s business income subject to the following adjustments, before
allocation or apportionment, and the adjustment in subsection (4) after allocation or apportionment:

(a) Add interest income and dividends derived from obligations or securities of states other than this state, in the
same amount that was excluded from federal taxable income, less the related portion of expenses not deducted ir
computing federal taxable income because of sections 265 and 291 of the internal revenue code.

(b) Add all taxes on or measured by net income and the tax imposed under this act to the extent the taxes were
deducted in arriving at federal taxable income.

(c) Add any carryback or carryover of a net operating loss to the extent deducted in arriving at federal taxable
income.

(d) To the extent included in federal taxable income, deduct dividends and royalties received from persons other than
United States persons and foreign operating entities, including, but not limited to, amounts determined 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 income, add the loss or subtract the income from the business income
tax base that is attributable to another entity whose business activities are taxable under this section or would be subjec
to the tax under this section if the business activities were in this state.

(f) Except as otherwise provided under this subdivision, to the extent deducted in arriving at federal taxable income,
add any royalty, interest, or other expense paid to a person related to the taxpayer by ownership or control for the use
of an intangible asset if the person is not included in the taxpayer’s unitary business group. The addition of any royalty,
interest, or other expense described under this subdivision is not required to be added if the taxpayer can demonstrate
that the transaction has a nontax business purpose other than avoidance of this tax, is conducted with arm’s-length
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pricing and rates and terms as applied in accordance with sections 482 and 1274(d) of the internal revenue code, anc
satisfies 1 of the following:

(i) Is a pass through of another transaction between a third party and the related person with comparable rates anc
terms.

(i) Results in double taxation. For purposes of this subparagraph, double taxation exists if the transaction is subject
to tax in another jurisdiction.

(ii1) Is unreasonable as determined by the treasurer, and the taxpayer agrees that the addition would be unreasonabl
based on the taxpayer’s facts and circumstances.

(g) To the extent included in federal taxable income, deduct interest income derived from United States obligations.

(h) To the extent included in federal taxable income, deduct any earnings that are net earnings from self-employment
as defined under section 1402 of the internal revenue code of the taxpayer or a partner or limited liability company
member of the taxpayer except to the extent that those net earnings represent a reasonable return on capital.

(3) For purposes of subsection (2), the business income of a unitary business group is the sum of the business incom:
of each person, other than a foreign operating entity or a person subject to the tax imposed under chapter 2A or 2B,
included in the unitary business group less any items of income and related deductions arising from transactions including
dividends between persons included in the unitary business group.

(4) Deduct any available business loss incurred after December 31, 2007. As used in this subsection, “business loss”
means a negative business income taxable amount after allocation or apportionment. The business loss shall be carrie
forward to the year immediately succeeding the loss year as an offset to the allocated or apportioned business income
tax base, then successively to the next 9 taxable years following the loss year or until the loss is used up, whichever
occurs first, but for not more than 10 taxable years after the loss year.

Sec. 203. (1) Except as otherwise provided in this act, there is levied and imposed a modified gross receipts tax on
every taxpayer with nexus as determined under section 200. The modified gross receipts tax is imposed on the modified
gross receipts tax base, after allocation or apportionment to this state at a rate of 0.80%.

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

(3) The modified gross receipts tax base means a taxpayer’s gross receipts less purchases from other firms before
apportionment under this act. The modified gross receipts of a unitary business group is the sum of modified gross
receipts of each person, other than a foreign operating entity or a person subject to the tax imposed under chapter 2A
or 2B, included in the unitary business group less any modified gross receipts arising from transactions between
persons included in the unitary business group.

(4) For the 2008 tax year, deduct 65% of any remaining business loss carryforward calculated 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
beginning before January 1, 2008. A deduction under this subsection shall not include any business loss carryforward
that was incurred before January 1, 2006. If the taxpayer is a unitary business group, the business loss carryforward
under this subsection may only be deducted against the modified 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.

(5) Nothing in this act shall prohibit a taxpayer who qualifies for the credit under section 445 or a taxpayer who is
a dealer of new or used personal watercraft from collecting the tax imposed under this section in addition to the sales
price. The amount remitted to the department for the tax under this section shall not be less than the stated and collecte«
amount.

Sec. 207. (1) Except as otherwise provided in this section, the following are exempt from the tax imposed by this act:

(a) The United States, this state, other states, and the agencies, political subdivisions, and enterprises of the United State:
this state, and other states, including any grantor trust established by a municipality with the municipality as the grantor
and exempt from federal income tax under the internal revenue code.

(b) A person who is exempt from federal income tax under the internal revenue code, and a partnership, limited liability
company, joint venture, general partnership, limited partnership, unincorporated association, or other group or combination
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 exemption under the internal revenue code from federal income taxation of
the partners or members and if all of the partners or members of the entity are exempt from federal income tax under
the internal revenue code, except the following:

(i) An organization included under section 501(c)(12) or 501(c)(16) of the internal revenue code.

(ii) An organization exempt under section 501(c)(4) of the internal revenue code that would be exempt under
section 501(c)(12) of the internal revenue code except that it failed to meet the requirements in section 501(c)(12) that
85% or more of its income consist of amounts collected from members.

(iii) The tax base attributable to the activities giving rise to the unrelated taxable business income of an exempt
person.

(c) A nonprofit cooperative housing corporation. As used in this subdivision, “nonprofit cooperative housing corporation”
means a cooperative housing corporation that is engaged in providing housing services to its stockholders and member:
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and that does not pay dividends or interest on stock or membership investment but that does distribute all earnings to
its stockholders or members. The exemption under this subdivision does not apply to a business activity of a nonprofit
cooperative housing corporation other than providing housing services to its stockholders and members.

(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” means commercial farming, including, but not
limited to, cultivation of the soil; growing and harvesting of an agricultural, horticultural, or floricultural commodity;
dairying; raising of livestock, bees, fish, fur-bearing animals, or poultry; or turf or tree farming, but does not include
the marketing at retail of agricultural goods except for sales of nursery stock grown by the seller and sold to a nursery
dealer licensed 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 farmers’ cooperative corporation organized within the limitations of
section 98 of 1931 PA 327, MCL 450.98, that was at any time exempt under subdivision (b) because the corporation
was exempt from federal income taxes under section 521 of the internal revenue code and that would continue to be
exempt under section 521 of the internal revenue code except for either of the following activities:

(i) The corporation’s repurchase from nonproducer customers of portions or components of commaodities the corporation
markets to those nonproducer customers and the corporation’s subsequent manufacturing or marketing of the
repurchased portions or components of the commodities.

(i) The corporation’s incidental or emergency purchases of commodities from nonproducers to facilitate the manu-
facturing or marketing of commodities purchased from producers.

(f) That portion of the tax base attributable to the direct and indirect marketing activities of a farmers’ cooperative
corporation organized within the limitations of section 98 of 1931 PA 327, MCL 450.98, if those marketing activities
are provided on behalf of the members of that corporation and are related to the members’ direct sales of their products
to third parties or, for livestock, are related to the members’ direct or indirect sales of that product to third parties.
Marketing activities for a product that is not livestock are not exempt under this subdivision if the farmers’ cooperative
corporation takes physical possession of the product. As used in this subdivision, “marketing activities” means
activities that include, but are not limited to, all of the following:

(i) Activities under the agricultural commodities marketing act, 1965 PA 232, MCL 290.651 to 290.674, and the agri-
cultural marketing and bargaining act, 1972 PA 344, MCL 290.701 to 290.726.

(ii) Dissemination of market information.

(iii) Establishment of price and other terms of trade.

(iv) Promotion.

(v) Research relating to members’ products.

(g) That portion of the tax base attributable to the services provided 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 multiple employer welfare arrangement that provides dental benefits
only and that has a certificate of authority under chapter 70 of the insurance code of 1956, 1956 PA 218, MCL 500.7001
to 500.7090.

(2) Subsection (1)(e) does not exempt a farmers’ cooperative corporation if the total dollar value of the farmers’
cooperative corporation’s incidental and emergency purchases described in subsectidi) @gedqual to or greater
than 5% of the corporation’s total purchases.

(3) Except as otherwise provided in this section, a farmers’ cooperative corporation that is structured to allocate net
earnings in the form of patronage dividends as defined in section 1388 of the internal revenue code to its farmer or
farmer cooperative corporation patrons shall exclude from its adjusted tax base the revenue and expenses attributabl
to business transacted with its farmer or farmer cooperative corporation patrons.

(4) As used in subsection (1)(b), “exclusively” means that term as applied for purposes of section 501(c)(3) of the
internal revenue code.

CHAPTER 2A

Sec. 235. (1) Each insurance company shall pay a tax determined under this chapter.

(2) The tax imposed by this chapter on each insurance company shall be a tax equal to 1.25% of gross direct premiums
written on property or risk located or residing in this state. Direct premiums do not include any of the following:

(a) Premiums on policies not taken.

(b) Returned premiums on canceled policies.

(c) Receipts from the sale of annuities.

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

(e) The first $190,000,000.00 of disability insurance premiums written in this state, other than credit insurance and
disability income insurance premiums, of each insurance company subject to tax under this chapter. This exemption shall
be reduced by $2.00 for each $1.00 by which the insurance company’s gross direct premiums from insurance carrier
services in this state and outside this state exceed $280,000,000.00.

(3) The tax calculated under this chapter is in lieu of all other privilege or franchise fees or taxes imposed by this
act or any other law of this state, except taxes on real and personal property, taxes collected under the general sales tax ac
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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 otherwise provided in the insurance code of 1956, 1956 PA 218, MCL 500.100 to 500.8302.

Sec. 237. (1) An insurance company may claim a credit against the tax imposed under this chapter in the following
amounts:

(a) Amounts paid to the Michigan worker’'s compensation placement facility pursuant to chapter 23 of the insurance
code of 1956, 1956 PA 218, MCL 500.2301 to 500.2352.

(b) Amounts paid to the Michigan basic property insurance association pursuant to chapter 29 of the insurance code
of 1956, 1956 PA 218, MCL 500.2901 to 500.2954.

(c) Amounts paid to the Michigan automobile insurance placement facility pursuant to chapter 33 of the insurance
code of 1956, 1956 PA 218, MCL 500.3301 to 500.3390.

(d) Amounts paid to the property and casualty guaranty association pursuant to chapter 79 of the insurance code of
1956, 1956 PA 218, MCL 500.7901 to 500.7949.

(e) Amounts paid to the Michigan life and health guaranty association pursuant to chapter 77 of the insurance code
of 1956, 1956 PA 218, MCL 500.7701 to 500.7780.

(2) The assessments of an insurance company from the immediately preceding tax year shall be used in calculating
the credits allowed under this section for each tax year.

Sec. 239. (1) An insurance company shall be allowed a credit against the tax imposed under this chapter in an amoun
equal to 50% of the examination fees paid by the insurance company during the tax year pursuant to section 224 of the
insurance code of 1956, 1956 PA 218, MCL 500.224.

(2) An insurance company that does not make any of the payments described under section 237(1)(a) through (d)
may claim a credit against the tax imposed under this act as provided under section 403(2), not to exceed 65% of the
insurance company'’s tax liability for the tax year after claiming the other credits allowed by this chapter.

Sec. 241. (1) For amounts paid pursuant to section 352 of the worker’s disability compensation act of 1969, 1969
PA 317, MCL 418.352, an insurance company subject to the worker’s disability compensation act of 1969, 1969 PA 317,
MCL 418.101 to 418.941, may claim a credit against the tax imposed under this chapter for the tax year in an amount
equal to the amount paid during that tax year by the insurance company pursuant to section 352 of the worker’s
disability compensation act of 1969, 1969 PA 317, MCL 418.352, as certified by the director of the bureau of worker’s
disability compensation pursuant to section 391(6) of the worker’s disability compensation act of 1969, 1969 PA 317,
MCL 418.391.

(2) An insurance company claiming a credit under this section may claim a portion of the credit allowed under this
section equal to the payments made during a calendar quarter pursuant to section 352 of the worker’s disability compen-
sation act of 1969, 1969 PA 317, MCL 418.352, against the estimated tax payments made under section 501. Any credit
in excess of an estimated payment shall be refunded to the insurance company on a quarterly basis within 60 calenda
days after receipt of a properly completed estimated tax return. Any subsequent increase or decrease in the amoun
claimed for payments made by the insurance company shall be reflected in the amount of the credit taken for the calendai
qguarter in which the amount of the adjustment is finalized.

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

(4) Any amount of the credit under this section that is in excess of the tax liability of the insurance company for the
tax year shall be refunded, without interest, by the department to the insurance company within 60 calendar days of
receipt of a properly completed annual return required under this act.

Sec. 243. (1) An insurance company is subject to the tax imposed by this chapter or by section 476a of the insurance
code of 1956, 1956 PA 218, MCL 500.4764a, if applicable, whichever is greater.

(2) The tax year of an insurance company is the calendar year.

(3) Notwithstanding section 505, an insurance company shall 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 available.

(4) For the purpose of calculating an estimated payment required by section 501, the greater of the amount of tax
imposed on an insurance company under this chapter or under section 476a of the insurance code of 1956, 1956 PA 21¢
MCL 500.476a, shall be considered the insurance company’s tax liability for the immediately preceding tax year.

(5) The requirements of section 28(1)(f) of 1941 PA 122, MCL 205.28, that prohibit an employee or authorized
representative of, a former employee or authorized representative of, or anyone connected with the department from
divulging any facts or information obtained in connection with the administration of a tax, do not apply to disclosure
of a tax return required by this section.

CHAPTER 2B

Sec. 261. As used in this chapter:

(a) “Billing address” means the location indicated in the 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 customer relationship began as the address where an
notice, statement, or bill relating to a customer’s account is mailed.
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(b) “Borrower is located in this state” or “credit card holder is located in this state” means a borrower, other than a
credit card holder, that is engaged in a trade or business which maintains its commercial domicile in this state, or a
borrower that is not engaged in a trade or business or a credit card holder whose billing address is in this state.

(c) “Commercial domicile” means the headquarters of the trade or business, that is the place from which the trade
or business is principally managed and directed, or if a financial institution is organized under the laws of a foreign
country, of the commonwealth of Puerto Rico, or any territory or possession of the United States, such financial institution’s
commercial domicile shall be deemed for the purposes of this chapter to be the state of the United States or the District of
Columbia from which such financial institution’s trade or business in the United States is principally managed and
directed. It shall be presumed, subject to rebuttal, that the location from which the financial institution’s trade or business
is principally managed and directed is the state of the United States or the District of Columbia to which the greatest
number of employees are regularly connected or out of which they are working, irrespective of where the services of
such employees are performed, as of the last day of the tax year.

(d) “Credit card” means a credit, travel, or entertainment card.

(e) “Credit card issuer’s reimbursement fee” means the fee a financial institution receives from a merchant’s bank
because 1 of the persons to whom the financial institution has issued a credit card has charged merchandise or service
to the credit card.

(f) “Financial institution” means any of the following:

(i) A bank holding company, a national bank, a state chartered bank, an office of thrift supervision chartered bank
or thrift institution, or a savings and loan holding company other than a diversified savings and loan holding company
as defined in 12 USC 1467a(a)(F).

(i) Any person, other than a person subject to the tax imposed under chapter 2A, who is directly or indirectly owned
by an entity described in subparagraphand is a member of the unitary business group.

(i) A unitary business group of entities described in subparagiaph (i), or both.

(9) “Gross business” means the sum of the following less transactions between those entities included in a unitary
business group:

(i) Fees, commissions, or other compensation for financial services.

(i) Net gains, not less than zero, from the sale of loans and other intangibles.

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

(iv) Interest charged to customers for carrying debit balances of margin accounts.

(v) Interest and dividends received.

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

(h) “Loan” means any extension of credit resulting from direct negotiations between the financial institution and its
customer, or the purchase, in whole or in part, of such extension of credit from another. Loans include participations,
syndications, and leases treated as loans for federal income tax purposes. Loans shall not include properties treated &
loans under section 595 of the internal revenue code, futures or forward contracts, options, notional principal contracts
such as swaps, credit card receivables, including purchased credit card relationships, non-interest-bearing balances du
from depository institutions, cash items in the process of collection, federal funds sold, securities purchased under
agreements to resell, assets held in a trading account, securities, interests in a real estate mortgage investment condu
or other mortgage-backed or asset-backed security, and other similar items.

(i) “Loan secured by real property” means that 50% or more of the aggregate value of the collateral used to secure
a loan or other obligation, when valued at fair market value as of the time the original loan or obligation was incurred,
was real property.

(j) “Merchant discount” means the fee or negotiated discount charged to a merchant by the financial institution for
the privilege of participating in a program whereby a credit card is accepted in payment for merchandise or services
sold to the credit card holder.

(k) “Michigan obligations” means a bond, note, or other obligation issued by a governmental unit described in section 3
of the shared credit rating act, 1985 PA 227, MCL 141.1053.

(I “Participation” means an extension of credit in which an undivided ownership interest is held on a pro rata basis
in a single loan or pool of loans and related collateral. In a loan participation, the credit originator initially makes the
loan and then subsequently resells all or a portion of it to other lenders. The participation may or may not be known
to the borrower.

(m) “Principal base of operation”, with respect to transportation property, means the place of more or less permanent
nature from which said property is regularly directed or controlled. With respect to an employee, the principal base of
operations means the place of more or less permanent nature from which the employee regularly does any of the
following:

(i) Starts his or her work and to which he or she customarily returns in order to receive instructions from his or her
employer.

(ii) Communicates with his or her customers or other persons.

(i) Performs any other functions necessary to the exercise of his or her trade or profession at some other point or
points.
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(n) “Real property owned” and “tangible personal property owned” mean real and tangible personal property respectively
on which the financial institution may claim depreciation for federal income tax purposes or to which the financial
institution holds legal title and on which no other person may claim depreciation for federal income tax purposes or
could claim depreciation if subject to federal income tax. Real and tangible personal properties do not include coin,
currency, or property acquired in lieu of or pursuant to a foreclosure.

(o) “Regular place of business” means an office at which the financial institution carries on its business in a regular and
systematic manner and which is continuously maintained, occupied, and used by employees of the financial institution.
The financial institution shall have the burden of proving that an investment asset or activity or trading asset or activity
was properly assigned to a regular place of business outside of this state by demonstrating that the day-to-day decision:
regarding the asset or activity occurred at a regular place of business outside this state. Where the day-to-day decision:
regarding an investment asset or activity or trading asset or activity occur at more than 1 regular place of business and
1 such regular place of business is in this state and 1 such regular place of business is outside this state, such asset
activity shall be considered to be located at the regular place of business of the financial institution where the
investment or trading policies or guidelines with respect to the asset or activity are established. Unless the financial
institution demonstrates to the contrary, such policies and guidelines shall be presumed to be established at the
commercial domicile of the financial institution.

(p) “Rolling stock” means railroad freight or passenger cars, locomotives, or other rail cars.

(9) “Syndication” means an extension of credit in which 2 or more 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 capable of moving under their own power, such as aircraft,
trains, water vessels, and motor vehicles, as well as any equipment or containers attached to such property, such a
rolling stock, barges, or trailers.

(s) “United States obligations” means all obligations of the United States exempt from taxation under 31 USC 3124(a)
or exempt under the United States constitution or any federal statute, including the obligations of any instrumentality
or agency of the United States that are exempt from state or local 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 determined under section 200 is subject to a
franchise tax. The franchise tax is imposed upon the tax base of the financial institution as determined under section 265
after allocation or apportionment to this state, at the rate of 0.235%.

(2) The tax under this chapter is in lieu of the tax levied and imposed under chapter 2 of this act.

Sec. 265. (1) For a financial institution, tax base means the financial institution’s net capital. Net capital means
equity capital as computed in accordance with generally accepted accounting principles less goodwill arising from
purchase accounting adjustments for transactions that occurred after July 1, 2007, and the book value of United States
obligations and Michigan obligations. If the financial institution does not maintain its books and records in accordance
with generally accepted accounting principles, net capital shall be computed in accordance with the books and records
used by the financial institution, so long as the method fairly reflects the financial institution’s net capital for purposes o
the tax levied by this chapter. Net capital does not include up to 125% of the minimum regulatory capitalization require-
ments of a person subject to the tax imposed under chapter 2A.

(2) Net capital shall be determined by adding the financial institution’s net capital as of the close of the current tax
year and preceding 4 tax years and dividing the resulting sum by 5. If a financial institution has not been in existence
for a period of 5 tax years, net capital shall be determined by adding together the financial institution’s net capital for
the number of tax years the financial institution has been in existence and dividing the resulting sum by the number 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 following applies:

(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 the change occurred and each tax year after
the change.

(b) The combination of 2 or more 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 combination occurred and each tax
year after the combination, and the book values and deductions for United States obligations and Michigan obligations
of the constituent institutions shall be combined. A combination shall include any acquisition required to be accounted
for by the surviving financial institution in accordance with generally accepted accounting principles or a statutory
merger or consolidation.

Sec. 267. (1) Except as otherwise 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 business factor.
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(2) A financial 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 following circumstances:

(a) The financial institution is subject to a business privilege tax, a net income tax, a franchise tax measured by net
income, a franchise tax for the privilege of doing business, or a corporate stock tax or a tax of the type imposed under
this act in that state.

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

(3) Except as otherwise provided in subsection (4), the gross business factor is a fraction, the numerator of which is
the total gross business of the financial institution in this state during the tax year and the denominator of which is the
total gross business of the financial institution everywhere during the tax year.

(4) Except as otherwise 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 buginess gro
without regard to whether the financial institution has nexus in this state. Gross business between financial institutions
included in a unitary business group must be eliminated in calculating the gross business factor.

Sec. 269. Gross business in this state of the financial institution is determined as follows:

(a) Receipts from credit card receivables including without limitation interest and fees or penalties in the nature of
interest from credit card receivables and receipts from fees charged to credit card holders such as annual fees are it
this state if the billing address of the credit card holder is located in this state.

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

(c) Receipts from merchant discounts are in this state if the commercial domicile of the merchant is in this state.

(d) Loan servicing fees are in this state under any of the following circumstances:

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

(ii) For a loan secured by real property, if the real property for which the loan is secured is located both within and
without this state and 1 or more other states and more than 50% of the fair market value of the real property is located
in this state.

(iii) For a loan secured by real property, if more 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 located in this state.

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

(e) Receipts from services 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 some of the benefit of the services in this state, the receipts are
included in the numerator of the apportionment factor in proportion to the extent that the recipient receives benefit of
the services in this state.

(f) Receipts from investment assets and activities and trading assets and activities, including interest and dividends,
are in this state if the financial institution’s customer is in this state. If the location of the financial institutioorserust
cannot be determined, both of the following:

(i) Interest, dividends, and other income from investment assets and activities and from trading assets and activities,
including, but not limited to, investment securities; trading account assets; federal funds; securities purchased and sold
under agreements 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 the average value of the assets is assigne
to a regular place of business of the taxpayer within this state. Interest from federal funds sold and purchased and from
securities purchased under resale agreements and securities sold under repurchase agreements are in this state if t
average value of the assets is assigned to a regular place of business of the taxpayer within this state. The amount o
receipts and other income from investment assets and activities is in this state if assets are assigned to a regular plac
of business of the taxpayer within this state.

(ii) The amount of receipts from trading assets and activities, including, but not limited to, assets and activities in
the matched book, in the arbitrage book, and foreign currency transactions, but excluding amounts otherwise 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

(9) Interest charged to customers for carrying debit balances on margin accounts without deduction of any costs
incurred in carrying the accounts is in this state if the customer is located in this state.

(h) Interest from loans secured by real property is in this state if the property is located in this state, if the property
is located both within this state and 1 or more other states and more than 50% of the fair market value of the real
property is located in this state, and if more than 50% of the fair market value of the real property is not located within
any 1 state but the borrower is located in this state.

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

(i) Net gains from the sale of loans secured by real property or mortgage service rights relating to real property are
in this state if the property is in this state, if the property is located both within this state and 1 or more other states
and more than 50% of the fair market value of the real property is located within this state, or if more than 50% of the
fair market value of the real property is not located in any 1 state, but the borrower is located in this state.
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(k) Net gains from the sale of loans not secured by real property or any other intangible assets are in this state if the
depositor or borrower is located in this state.

(I) Receipts from the lease of real property are in this state if the property is located in this state.

(m) Receipts from the lease of tangible personal property are in this state if the property is located in this state when
it is first placed in service by the lessee.

(n) Receipts from the lease 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 determined but the property has its principal base
of operations within this state.

CHAPTER 3

Sec. 301. (1) Except as otherwise provided in this act, each tax base established under this act shall be apportionet
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 shal
be apportioned to this state by multiplying each tax base by the sales factor calculated 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 following circumstances:

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

(b) That state has jurisdiction to subject the taxpayer to 1 or more of the taxes listed in subdivision (a) regardless of
whether that state does or does not subject the taxpayer to that tax.

Sec. 303. (1) Except as otherwise provided in subsection (2) and section 311, the sales factor is a fraction, the numerato
of which is the total sales of the taxpayer in this state during the tax year and the denominator of which is the total sales
of the taxpayer everywhere during the tax year.

(2) Except as otherwise 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 without regard to whether the person has nexu:
in this state. Sales between persons included in a unitary business group must be eliminated in calculating the sales
factor.

Sec. 305. (1) Sales of the taxpayer in this state are determined as follows:

(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 shipped or delivered, to any purchaser within this state
based on the ultimate destination at the point that the property comes to rest regardless of the free on board point o1
other conditions of the sales.

(b) Receipts from the sale, lease, rental, or licensing of real property are in this state if that property is located in
this state.

(c) Receipts from the lease 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 determined by multiplying
the receipts by a fraction, the numerator of which is the number of days of physical location of the property in this
state during the lease or rental period in the tax year and the denominator of which is the number of days of physical
location of the property everywhere during all lease or rental periods in the tax year. If the physical location of the
property during the lease or rental period is unknown or cannot be determined, the tangible personal property is utilized
in the state in which the property was located at the time the lease or rental payer obtained possession.

(d) Receipts from the lease or rental of mobile 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 deemed to be used in this state and the
amount of receipts that is to be included in the numerator of this state’s sales factor is determined by multiplying all
the receipts from the lease or rental of the aircraft by a fraction, the numerator of the fraction is the number of landings
of the aircraft in this state and the denominator of the fraction is the total number of landings 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 income received for the use of or for the privilege of using intangible property, including
patents, know-how, formulas, designs, processes, patterns, copyrights, trade names, service names, franchises, license
contracts, customer lists, computer software, or similar items, are attributed to the state in which the property is used
by the purchaser. If the property is used in more than 1 state, the royalties or other income 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 determined, the
royalties or other income shall be excluded from both the numerator and the denominator. Intangible property is used
in this state if the purchaser uses the intangible property or the rights to the intangible property in the regular course
of its business operations in this state, regardless of the location of the purchaser’s customers.

(2) Sales from the performance of services are in this state and attributable to this state as follows:

(a) Except as otherwise provided in this section, all receipts from the performance of services are included in the
numerator of the apportionment factor if the recipient of the services receives all of the benefit of the services in this
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state. If the recipient of the services receives some of the benefit of the services in this state, the receipts are includec
in the numerator of the apportionment factor in proportion to the extent that the recipient receives benefit of the
services in this state.

(b) Sales derived from securities brokerage services attributable to this state are determined by multiplying the total
dollar amount of receipts from securities brokerage services by a fraction, the numerator of which is the sales of securities
brokerage services to customers within this state, and the denominator of which is the sales of securities brokerage
services to all customers. Receipts from securities brokerage services include commissions on transactions, the sprea
earned on principal transactions in which the broker buys or sells from its account, total margin interest paid on behalf
of brokerage accounts owned by the broker’s customers, and fees and receipts of all kinds from the underwriting of
securities. If receipts from brokerage services can be associated with a particular customer, but it is impracticaléo associat
the receipts with the address of the customer, then the address of the customer shall be presumed to be the address
the branch office that generates the transactions for the customer.

(c) Sales of services that are derived directly or indirectly from the sale of management, distribution, administration,
or securities brokerage services to, or on behalf of, a regulated investment company or its beneficial owners, including
receipts derived directly or indirectly from trustees, sponsors, or participants of employee benefit plans that have
accounts in a regulated investment company, shall be attributable to this state to the extent that the shareholders of the
regulated investment company are domiciled within this state. For purposes of this subdivision, “domicile” means the
shareholder’s mailing address on the records of the regulated investment company. If the regulated investment company
or the person providing management services to the regulated investment company has actual knowledge that the
shareholder’s primary residence or principal place of business is different than the shareholder’s mailing address, then
the shareholder’s primary residence or principal place of business is the shareholder’s domicile. A separate computation
shall be made with respect to the receipts derived from each regulated investment company. The total amount of sales
attributable to this state shall be equal to the total receipts received by each regulated investment company multiplied
by a fraction determined as follows:

(i) The numerator of the fraction is the average of the sum of the beginning-of-year and end-of-year number of shares
owned by the regulated investment company shareholders who have their domicile in this state.

(i) The denominator of the fraction is the average of the sum of the beginning-of-year and end-of-year number of
shares owned by all shareholders.

(iii) For purposes of the fraction, the year shall be the tax year of the regulated investment company that ends with
or within the tax year of the taxpayer.

(3) Receipts from the origination of a loan or gains from the sale of a loan secured by residential real property is
deemed a sale in this state only if 1 or more of the following apply:

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

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

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

(4) Interest from loans 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 more other states, if more than 50% of the fair market value of the
real property is located within this state, or if more 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 determination of whether the real property securing a
loan is located within this state shall be made as of the time the original agreement was made and any and all subsequer
substitutions of collateral shall be disregarded.

(5) Interest from a loan not secured by real property is in this state if the borrower is located in this state.

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

(7) Receipts from credit card receivables, including interest, fees, and penalties from credit card receivables and
receipts from fees charged to cardholders, such as annual fees, are in this state if the billing address of the card holde
is in this state.

(8) Receipts from the sale of credit card or other receivables is in this state if the billing address of the customer is
in this state. Credit card issuer’s reimbursements fees are in this state if the billing address of the cardholdetagen this s
Receipts from merchant discounts, computed net of any cardholder chargebacks, but not reduced by any interchange
transaction fees or by any issuer’s reimbursement fees paid to another for charges made by its cardholders, are in thit
state if the commercial domicile of the merchant is in this state.

(9) Loan servicing fees derived from loans of another secured by real property are in this state if the real property
is located in this state, or the real property is located both within and outside of this state and 1 or more states if more
than 50% of the fair market value of the real property is located in this state, or more than 50% of the fair market value
of the real property is not located in any 1 state, and the borrower is located in this state. Loan servicing fees derived
from loans 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 determined, then loan servicing fees for servicing either the secured or the unsecured loans
of another are in this state if the lender to whom the loan servicing service is provided is located in this state.



1018 JOURNAL OF THE SENATE [June 28, 2007] [No. 66

(10) Receipts from the sale of securities and other assets from investment and trading activities, including, but not
limited to, interest, dividends, and gains are in this state in either of the following circumstances:

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

(b) If the location of the person’s customer cannot be determined, both of the following:

(i) Interest, dividends, and other income from investment assets and activities and from trading assets and activities,
including, but not limited to, investment securities; trading account assets; federal funds; securities purchased and sold
under agreements 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 the average value of the assets is assigne
to a regular place of business of the taxpayer within this state. Interest from federal funds sold and purchased and from
securities purchased under resale agreements and securities sold under repurchase agreements are in this state if t
average value of the assets is assigned to a regular place of business of the taxpayer within this state. The amount o
receipts and other income from investment assets and activities is in this state if assets are assigned to a regular plac
of business of the taxpayer within this state.

(i) The amount of receipts from trading assets and activities, including, but not limited to, assets and activities in
the matched book, in the arbitrage book, and foreign currency transactions, but excluding amounts otherwise 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 from transportation services rendered by a person subject to tax in another state are in this state anc
shall be attributable to this state as follows:

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

(b) Receipts from maritime transportation services shall be attributable to this state as follows:

(i) 50% of those receipts that either originate or terminate in this state.

(i) 100% of those receipts that both originate and terminate in this state.

(c) Receipts attributable to this state of a person whose business activity consists of the transportation both of property
and of individuals shall be proportioned based on the total gross receipts for passenger miles and ton mile fractions,
separately computed and individually weighted by the ratio of gross receipts from passenger transportation to total gross
receipts from all transportation, and by the ratio of gross receipts from freight transportation to total gross receipts
from all transportation, respectively.

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

(e) Receipts attributable to this state of a person whose business activities consist of the transportation of gas by
pipeline shall be proportioned based on the ratio that the gross receipts for the 1,000 cubic feet miles transported in
this state bear to the gross receipts for the 1,000 cubic feet miles transported by the person everywhere.

(12) For purposes of subsection (11), if a taxpayer can show that revenue mile information is not available or cannot
be obtained without unreasonable expense to the taxpayer, receipts attributable to this state shall be that portion of the
revenue derived from transportation services everywhere performed that the miles of transportation services performed
in this state bears to the miles of transportation services performed everywhere. If the department determines that the
information required for the calculations under subsection (11) are not available or cannot be obtained without
unreasonable expense to the taxpayer, the department may use other available information that in the opinion of the
department will result in an equitable allocation of the taxpayer’s receipts to this state.

(13) Except as provided in subsections (14) through (19), receipts from the sale of telecommunications service or
mobile telecommunications service are in this state if the customer’s place of primary use of the service is in this state. As
used in this subsection, “place of primary use” means the customer’s residential street address or primary business stree
address where the customer’s use of the telecommunications service primarily occurs. For mobile telecommunications
service, the customer’s residential street address or primary business street address is the place of primary use only i
it is within the licensed service area of the customer’s home service provider.

(14) Receipts from the sale of telecommunications service sold on an individual call-by-call basis are in this state if
either of the following applies:

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

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

(15) Receipts from the sale of postpaid telecommunications service are in this state if the origination point of the telecom
munication signal, as first identified by the service provider’s telecommunication system or as identified by information
received by the seller from its service provider if the system used to transport telecommunication signals is not the seller’s,
is located in this state.

(16) Receipts from the sale of prepaid telecommunications service or prepaid mobile telecommunications service are
in this state if the purchaser obtains the prepaid card or similar means of conveyance at a location in this state. Receipts
from recharging a prepaid telecommunications service or mobile telecommunications service is in this state if the
purchaser’s billing information indicates a location in this state.
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(17) Receipts from the sale of private communication services are in this state as follows:

(a) 100% of the receipts from the sale of each channel termination point within this state.

(b) 100% of the receipts from the sale of the total channel mileage between each termination point within this state.

(c) 50% of the receipts from the sale of service segments for a channel between 2 customer channel termination
points, 1 of which is located in this state and the other is located outside of this state, which segments are separately
charged.

(d) The receipts from the sale of service for segments with a channel termination point located in this state and in 2 or
more other states or equivalent jurisdictions, and which segments are not separately billed, are in this state based on
percentage determined by dividing the number of customer channel termination points in this state by the total number
of customer channel termination points.

(18) Receipts from the sale of billing services and ancillary services for telecommunications service are in this state
based on the location of the purchaser’s customers. If the location of the purchaser’s customers is not known or cannot
be determined, the sale of billing services and ancillary services for telecommunications service are in this state based
on the location of the purchaser.

(19) Receipts to access a carrier’s network or from the sale of telecommunication services for resale are in this state
as follows:

(a) 100% of the receipts from access fees attributable to intrastate telecommunications service that both originates
and terminates in this state.

(b) 50% of the receipts from access fees attributable to interstate telecommunications service if the interstate call
either originates or terminates in this state.

(c) 100% of the receipts from interstate end user access line charges, if the customer’s service address is in this state
As used in this subdivision, “interstate end user access line charges” includes, but is not limited to, the surcharge
approved by the federal communications commission and levied pursuant to 47 CFR 69.

(d) Gross receipts from sales of telecommunication services to other telecommunication service providers for resale
shall be sourced to this state using the apportionment concepts used for non-resale receipts of telecommunications
services if the information is readily available to make that determination. If the information is not readily available,
then the taxpayer may use any other reasonable and consistent method.

(20) Terms used in subsections (13) through (19) have the same meaning as those terms defined in the streamlinet
sales and use tax agreement administered under the streamlined sales and use tax administration act, 2004 PA 17:
MCL 205.801 to 205.833.

(21) For purposes of this section, a borrower is considered located in this state if the borrower’s billing address is in
this state.

Sec. 307. (1) Notwithstanding 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 following those 7 years or 3 years if a taxpayer had an election 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 qualified under
section 54 of former 1975 PA 228 and if the spun off corporation is not required to file amended returns under section 54(5)
of former 1975 PA 228, the spun off corporation may request, in writing, approval from the state treasurer for the
election of the 4 additional years under this section. If the taxpayer had an election approved under section 54(1)(e) of
former 1975 PA 228, the taxpayer is not required to seek approval under this section. The department shall approve the
election under this subsection if the requirements of this section are met. The request shall include all of the following:

(a) A statement that the spun off corporation qualifies for the election under this section.

(b) A list of all corporations, limited liability companies, and any other business entities that the spun off corporation
controlled at the time of the restructuring transaction.

(c) A commitment by the spun off corporation to invest at least an additional $200,000,000.00 of capital investment
in this state within the additional 4 years and maintain at least 80% of the number of full-time equivalent employees
in this state based on the number of full-time equivalent employees in this state at the beginning of the additional
4-year period for all of the additional 4 years; a commitment by the spun off corporation to invest an additional
$400,000,000.00 in this state within the additional 4 years; or a commitment by the spun off corporation to invest a
total of $1,300,000,000.00 in this state within the 11-year period beginning with the year in which the restructuring
transaction under which a spun off corporation qualified under this subsection was completed. The 4-year period under
this subdivision begins with the eighth year following the tax year in which the restructuring transaction under which
a spun off corporation qualified under this subsection was completed. For purposes of this subdivision, the nhumber of
full-time equivalent employees includes employees in all of the following circumstances:

(i) On temporary layoff.

(ii) On strike.

(iii) On a type of temporary leave other than the type under subparagraphd (i).

(iv) Transferred by the spun off corporation to a related entity or to its immediately preceding former parent corporation.

(v) Transferred by the spun off corporation to another employer because of the sale of the spun off corporation’s location
in this state that was the work site of the employees.
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(2) Prior to the end of the eleventh year following the restructuring transaction under which a spun off corporation
gualified under subsection (1), a taxpayer that is a buyer of a plant located in this state that was included in the initial
restructuring transaction under subsection (1) may elect to calculate its sales factor under subsection (3) and disregarc
sales by the taxpayer attributable to that plant to a former parent of a spun off corporation and the sales attributable to
the plant shall be treated as sales by a spun off corporation. This election shall extend for a period of 4 years following
the date that the plant was purchased reduced by the number of years for which the taxpayer calculated its sales facto
pursuant to section 54(2) of former 1975 PA 228. On or before the due date for filing the buyer’s first annual return
under this act following the purchase of the plant, the buyer shall request, in writing, approval from the department for
the election provided under this section and shall attach a statement that the buyer qualifies for the election under this
section.

(3) A spun off corporation qualified under subsection (1) or (2) that makes 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 following:

(a) A purchaser in this state under section 52 of former 1975 PA 228 does not include a person that purchases from
a seller that was included in the purchaser’s combined or consolidated annual return under this act but, as a result of
the restructuring transaction, ceased to be included in the purchaser’s combined or consolidated annual return undel
this act. This subdivision applies only to sales that originate from a plant located in this state.

(b) Total sales under section 51 of former 1975 PA 228 do not include sales to a purchaser that was a member of a
Michigan affiliated business group that had included the seller in the filing of a combined annual return under this act
but, as a result of the restructuring transaction, ceased to include the seller. This subdivision applies only to sales that
originate from a plant located in this state to a location in this state.

(4) At the end of the fourth tax year following an election under this section, if the spun off corporation that elected to
calculate its sales factor under this section for the additional 4 years allowed under subsection (1) has failed to maintain
the required number of employees or failed to pay or accrue the capital investment required under subsection (1)(c),
the spun off corporation shall file amended annual returns under this act for the first through fourth tax years following
the election under this section, regardless of the statute of limitations under section 27a of 1941 PA 122, MCL 205.27a,
and pay any additional tax plus interest based on the sales factor as calculated under section 303. Interest shall b
calculated from the due date of the annual return under this act or former 1975 PA 228 on which an exemption under
this section was first claimed.

(5) The amount of the spun off corporation’s investment commitments required under this section shall not be reduced
by the amount of any qualifying investments in Michigan plants that are sold.

(6) A taxpayer whose assets were wholly owned either directly or indirectly by a taxpayer from whom a spun off
corporation qualifies to apportion its tax base under this section and that ceased to be wholly owned on November 30,
2006 may annually elect on its originally filed tax return to apportion its tax base to this state using the same receipts
factor reported on the combined tax return filed by its former parent company for the same taxable year.

(7) As used in this section:

(a) “Restructuring transaction” means 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 commonly referred to as spin offs
split ups, split offs, or type D reorganizations.

(b) “Spun off corporation” means an entity treated as a controlled corporation under section 355 of the internal revenue
code. Controlled corporation includes a corporate subsidiary created for the purpose of a restructuring transaction, a
limited liability company, or an operational unit or division with business activities that were previously carried out as
a part of the distributing corporation.

Sec. 309. (1) If the apportionment 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 taxpayer’s business activity, if reasonable:

(a) Separate accounting.

(b) The inclusion of 1 or more additional or alternative factors that will fairly represent the taxpayer’s business activity
in this state.

(c) The use of any other method to effectuate an equitable allocation and apportionment of the taxpayer’s tax base.

(2) An alternate method may be used only if it is approved by the department.

(3) The apportionment provisions of this act shall be rebuttably presumed to fairly represent the business activity
attributed to the taxpayer in this state, taken as a whole and without a separate examination of the specific elements ol
either tax base unless it can be demonstrated that the business activity attributed to the taxpayer in this state is out o
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 taxpayer.

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

Sec. 311. All other receipts not otherwise sourced under this act shall be sourced based on where the benefit to the
customer is received or, if where the benefit to the customer is received cannot be determined, to the customer’s location.
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CHAPTER 4

Sec. 400. For purposes of this chapter, taxpayer does not include a person subject to the tax imposed under chapter 2,
or 2B unless specifically included in the section.

Sec. 401. Except as otherwise provided under this act, any unused carryforward for any credit under former 1975 PA 228
may be applied for the 2008 and 2009 tax years and any unused carryforward after 2009 shall be extinguished.

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

(2) Subject to the limitation in subsection (1), a taxpayer may claim a credit against the tax imposed by this act equal
to 0.370% of the taxpayer’'s compensation in this state. For purposes of this subsection, a taxpayer includes a persor
described in section 239(2) and subject to the tax imposed under chapter 2A. A professional employer organization
shall not include payments by the professional employer organization to the officers and employees of a client of the
professional employer organization whose employment operations are managed by the professional employer organization
A client may include payments by the professional employer organization to the officers and employees of the client
whose employment operations are managed by the professional employer organization.

(3) Subject to the limitation in subsection (1), a taxpayer may claim a credit against the tax imposed by this act equal
to 2.9% multiplied by the result of subtracting the sum of the amounts calculated under subdivisions (d), (e), and (f)
from the sum of the amounts calculated under subdivisions (a), (b), and (c):

(a) Calculate the cost, including fabrication and installation, paid or accrued in the taxable year of tangible assets of
a type that are, or under the internal revenue code will become, eligible for depreciation, amortization, or accelerated
capital cost recovery for federal income tax purposes, provided that the assets are physically located in this state for
use in a business activity in this state and are not mobile tangible assets.

(b) Calculate the cost, including fabrication and installation, paid or accrued in the taxable year of mobile tangible
assets of a type that are, or under the internal revenue code will become, eligible for depreciation, amortization, or
accelerated capital cost recovery for federal income tax purposes. This amount shall be multiplied by the apportionment
factor for the tax year as prescribed in chapter 3.

(c) For tangible assets, other than mobile tangible assets, purchased or acquired for use outside of this state in a ta:
year beginning after December 31, 2007 and subsequently transferred into this state and purchased or acquired for us
in a business activity, calculate the federal basis used for determining gain or loss as of the date the tangible asset:
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
December 31, 2007, or before December 31, 2007 to the extent the credit is used and at the rate at which the credi
was used under former 1975 PA 228 or this act, calculate the gross proceeds or benefit derived from the sale or othel
disposition of the tangible assets minus the gain, multiplied by the apportionment factor for the taxable year as
prescribed in chapter 3, and plus the loss, multiplied by the apportionment factor for the taxable year as prescribed in
chapter 3 from the sale or other disposition reflected in federal taxable income and minus the gain from the sale or
other disposition added to the business income 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
December 31, 2007, or before December 31, 2007 to the extent the credit is used and at the rate at which the credi
was used under former 1975 PA 228 or this act, calculate the gross proceeds or benefit derived from the sale or othel
disposition of the tangible assets minus the gain and plus the loss from the sale or other disposition reflected in federal
taxable income and minus the gain from the sale or other disposition added to the business income tax base in section 201
This amount shall be multiplied by the apportionment factor for the tax year as prescribed in chapter 3.

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

(4) For a tax year in which the amount of the credit calculated under subsection (3) is negative, the absolute value
of that amount is added to the taxpayer’s tax liability for the tax year.

(5) A taxpayer that claims a credit under this section is not prohibited from claiming a credit under section 405.
However, the taxpayer shall not claim a credit under this section and section 405 ba