INCOME TAX ACT OF 1967
Act 281 of 1967

AN ACT to meet deficiencies in state funds by providing for the imposition, levy, computation, collection,
assessment, reporting, payment, and enforcement by lien and otherwise of taxes on or measured by net
income and on certain commercial, business, and financial activities; to prescribe the manner and time of
making reports and paying the taxes, and the functions of public officers and others as to the taxes; to permit
the inspection of the records of taxpayers; to provide for interest and penalties on unpaid taxes; to provide
exemptions, credits, rebates, and refunds of the taxes; to create certain funds; to provide for the expenditure of
certain funds; to impose certain duties and requirements on certain officials, departments, and authorities of
this state; to prescribe penalties for the violation of this act; to provide an appropriation; and to repeal acts and
parts of acts.

History: 1967, Act 281, Eff. Oct. 1, 1967;0 Am. 2011, Act 38, Eff. Jan. 1, 2012;00 Am. 2023, Act 4, Eff. Feb. 13, 2024.

The People of the Sate of Michigan enact:

PART 1
CHAPTER 1

206.1 Income tax act of 1967; short title.
Sec. 1. This act is for the purpose of meeting deficiencies in state funds and shall be known and may be
cited as the "income tax act of 1967".

History: 1967, Act 281, Eff. Oct. 1, 1967.

206.2 Income tax act; rules of construction; internal revenue code, applicability.

Sec. 2. (1) For the purposes of this part, the words, terms and phrases set forth in this chapter and their
derivations have the meaning given therein. When not inconsistent with the context, words used in the present
tense include the future, words in the plural number include the singular number, and in the singular number
include the plural. "Shall" is aways mandatory and "may" is always discretionary.

(2) Any term used in this part shall have the same meaning as when used in comparable context in the laws
of the United States relating to federal income taxes unless a different meaning is clearly required. Any
reference in this part to the internal revenue code shall include other provisions of the laws of the United
States relating to federal income taxes.

(3) It is the intention of this part that the income subject to tax be the same as taxable income as defined
and applicable to the subject taxpayer in the internal revenue code, except as otherwise provided in this act.

History: 1967, Act 281, Eff. Oct. 1, 1967;0 Am. 2011, Act 38, Eff. Jan. 1, 2012.

206.4 "Business income” defined.

Sec. 4. "Business income" means all income arising from transactions, activities, and sources in the regular
course of the taxpayer's trade or business and includes the following:

(& All income from tangible and intangible property if the acquisition, rental, management, or disposition
of the property constitutesintegral parts of the taxpayer's regular trade or business operations.

(b) Gains or losses from stock and securities of any foreign or domestic corporation and dividend and
interest income.

(c) Income derived from isolated sales, leases, assignment, licenses, divisions, or other infrequently
occurring dispositions, transfers, or transactions involving property if the property is or was used in the
taxpayer's trade or business operation.

(d) Income derived from the sale of a business.

History: 1967, Act 281, Eff. Oct. 1, 1967;00 Am. 2003, Act 52, Imd. Eff. July 14, 2003;0 Am. 2011, Act 38, Eff. Jan. 1, 2012.

206.6 “Commercial domicile,” “compensation,” and “corporation” defined.

Sec. 6. (1) "Commercia domicile" means the principal place from which the trade or business of the
taxpayer is directed or managed.

(2) "Compensation" means wages as defined in section 3401 and other payments as provided in section
3402 of the internal revenue code.

(3) "Corporation" means, in addition to an incorporated entity, an association, trust or any unincorporated
organization which is defined as a corporation in the internal revenue code.

History: 1967, Act 281, Eff. Oct. 1, 1967;0 Am. 1969, Act 332, Imd. Eff. Nov. 4, 1969;0 Am. 1971, Act 16, Imd. Eff. Apr. 28, 1971
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;80 Am. 2011, Act 38, Eff. Jan. 1, 2012.

206.8 Definitions; D, E.

Sec. 8. (1) "Department” means the revenue division of the department of treasury.

(2) "Dependent” means a dependent as defined in section 152 of the internal revenue code.

(3) "Employee" means an employee as defined in section 3401(c) of the internal revenue code. Any person
from whom an employer is required to withhold for federal income tax purposes shall prima facie be deemed
an employee.

(4) "Employer" means an employer as defined in section 3401(d) of the internal revenue code. Any person
required to withhold for federal income tax purposes shall primafacie be deemed an employer.

History: 1967, Act 281, Eff. Oct. 1, 1967;00 Am. 1975, Act 233, Imd. Eff. Aug. 27, 1975;0 Am. 2018, Act 38, Imd. Eff. Feb. 28,
2018.

206.10 “Fiduciary” defined.

Sec. 10. "Fiduciary" means a guardian, trustee, executor, administrator, executrix, administratrix, receiver,
conservator, or any person acting in any fiduciary capacity, whether or not aresident of this state.

History: 1967, Act 281, Eff. Oct. 1, 1967;0 Am. 1971, Act 76, Imd. Eff. July 30, 1971;0 Am. 1972, Act 181, Imd. Eff. Aug. 1, 1972
;0 Am. 1974, Act 33, Imd. Eff. Mar. 8, 1974;00 Am. 1975, Act 233, Imd. Eff. Aug. 27, 1975.

Compiler'snote: Section 4 of Act 76 of 1971 provides:

“Expiration of act; conditions.

“Section 4. The provisions of this amendatory act shall expire August 1, 1972 unless prior thereto the legislature has submitted to the
electors constitutional amendments which shall (a) grant property tax relief by limiting of levying of more than 10 mills on property for
school operational purposes, (b) permit the legislature to enact taxes on income graduated either as to rate or base or both, or (c) a
combination of (a) and (b) as one amendment and (a) as a separate amendment and which said amendments shall be voted upon at a
special election to be held on November 2, 1971 or at the general election to be held November 1972.”

The legidature did not submit to the electors at a November 2, 1971 specia election or at the November, 1972 general election
proposed constitutional anendment(s) to effect the purposes enumerated in Section 4 of Act 76 of 1971.

206.12 Definitions; F to N.

Sec. 12. (1) "Flow-through entity" means an S corporation, partnership, limited partnership, limited
liahility partnership, or limited liability company. Flow-through entity does not include a publicly traded
partnership as that term is defined in section 7704 of the internal revenue code that has equity securities
registered with the securities and exchange commission under section 12 of title | of the securities exchange
act of 1934, 15 USC 78l.

(2) "Grossincome" means gross income as defined in the internal revenue code.

(3) "Internal revenue code" means the United States internal revenue code of 1986 in effect on January 1,
2018 or at the option of the taxpayer, in effect for the tax year.

(4) "Member of aflow-through entity" means a shareholder of an S corporation; a partner in a partnership
or limited partnership; or amember of alimited liability company.

(5) "Nonresident member" means any of the following that is a member of aflow-through entity:

(a) Anindividual who is not domiciled in this state.

(b) A nonresident estate or trust.

(c) A flow-through entity with a nonresident member.

History: 1967, Act 281, Eff. Oct. 1, 1967;0 Am. 1969, Act 332, Imd. Eff. Nov. 4, 1969;0 Am. 1970, Act 140, Imd. Eff. Aug. 1,
1970;0 Am. 1971, Act 16, Imd. Eff. Apr. 28, 1971;00 Am. 1976, Act 434, Imd. Eff. Jan. 11, 1977;0 Am. 1980, Act 250, Imd. Eff. July
28, 1980;00 Am. 1982, Act 387, Imd. Eff. Dec. 28, 1982;0] Am. 1984, Act 283, Imd. Eff. Dec. 20, 1984;00 Am. 1987, Act 254, Imd. Eff.

Dec. 28, 1987;00 Am. 1996, Act 484, Eff. Jan. 1, 1997;0 Am. 2003, Act 45, Eff. Oct. 1, 2003;0 Am. 2018, Act 38, Imd. Eff. Feb. 28,
2018.

206.14 Nonbusiness income, nonresident and nonresident estate or trust; definitions.

Sec. 14. (1) "Nonbusiness income" means all income other than business income.

(2) "Nonresident" means any individual who is not aresident.

(3) "Nonresident estate or trust" means any estate or trust not included in the definition of aresident estate
or trust.

History: 1967, Act 281, Eff. Oct. 1, 1967.

206.16 Person; definition.
Sec. 16. "Person” includes any individual, firm, association, corporation, receiver, estate, trust or any other
group or combination acting as a unit, and the plural as well as the singular number.

History: 1967, Act 281, Eff. Oct. 1, 1967.
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206.18 Resident and domicile; definitions.

Sec. 18. (1) "Resident” means:

(&) Anindividual domiciled in the state. "Domicil€" means a place where a person has his true, fixed and
permanent home and principal establishment to which, whenever absent therefrom he intends to return, and
domicile continues until another permanent establishment is established. If an individual during the taxable
year being a resident becomes a nonresident or vice versa, taxable income shall be determined separately for
income in each status. If an individual livesin this state at least 183 days during the tax year or more than 1/2
the days during a taxable year of less than 12 months he shall be deemed a resident individual domiciled in
this state.

(b) The estate of a decedent who at his death was domiciled in this state.

(c) Any trust created by will of a decedent who at his death was domiciled in this state and any trust
created by, or consisting of property of, a person domiciled in this state, at the time the trust becomes
irrevocable.

(2) For the purpose of the definition of "resident", a taxable year shall be deemed to be terminated at the
date of death.

(3) The term "resident" when referring to a corporation means a corporation organized under the laws of
this state.

History: 1967, Act 281, Eff. Oct. 1, 1967.

206.20 Sales and state; definitions.

Sec. 20. (1) "Sales’ means all gross receipts of the taxpayer not allocated under sections 110 to 114.

(2) "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 political subdivision,
thereof.

History: 1967, Act 281, Eff. Oct. 1, 1967;0 Am. 1969, Act 332, Imd. Eff. Nov. 4, 19609.

206.22 “Tax” and “taxable value” defined.

Sec. 22. (1) "Tax" includes interest and penalties and further includes the tax required to be withheld on
income under part 3, unless the intention to give it amore limited meaning is disclosed by the context.

(2) "Taxable value" means taxable value as calculated under section 27a of the general property tax act,
1893 PA 206, MCL 211.27a.

History: 1967, Act 281, Eff. Oct. 1, 1967;,0 Am. 1996, Act 484, Imd. Eff. Dec. 27, 1996;00 Am. 2003, Act 51, Eff. Oct. 1, 2003;0
Am. 2016, Act 158, Eff. July 1, 2016.

206.24 "Tax year" or "taxable year" defined.

Sec. 24. "Tax year" or "taxable year" means the calendar year, or the fiscal year ending during such
calendar year, upon the basis of which taxable income is computed under this part. In the case of a return
made for afractiona part of ayear, the term shall mean the period for which such return is made. Except for
the first return required by this part, any taxpayer's tax year shall be for the same period as is covered by his
federal income tax return.

History: 1967, Act 281, Eff. Oct. 1, 1967;0 Am. 2011, Act 38, Eff. Jan. 1, 2012.

206.26 “Taxpayer” defined.
Sec. 26. "Taxpayer" means any person subject to the taxes imposed by this part or subject to the
withholding requirements under part 3.

History: 1967, Act 281, Eff. Oct. 1, 1967;00 Am. 2003, Act 50, Eff. Oct. 1, 2003;00 Am. 2011, Act 38, Eff. Jan. 1, 2012;0 Am. 2016,
Act 158, Eff. July 1, 2016.

206.28 Repealed. 2011, Act 38, Eff. Jan. 1, 2012.

Compiler'snote: The repealed section pertained to definition of "taxable income" or "net income".

206.30 "Taxable income" defined; personal exemption; single additional exemption;
deduction not considered allowable federal exemption for purposes of subsection (2);
allowable exemption or deduction for nonresident or part-year resident; subtraction of
prizes under MCL 432.1 to 432.47 from adjusted gross income prohibited; adjusted
personal exemption; "retirement or pension benefits" defined; limitations, restrictions, and
options; treatment of surviving spouses; definitions.

Sec. 30. (1) "Taxable income" means, for a person other than a corporation, estate, or trust, adjusted gross
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income as defined in the internal revenue code subject to the following adjustments under this section:

(8) Add gross interest income and dividends derived from obligations or securities of states other than
Michigan, in the same amount that has been excluded from adjusted gross income less related expenses not
deducted in computing adjusted gross income because of section 265(a)(1) of the internal revenue code.

(b) Add taxes on or measured by income to the extent the taxes have been deducted in arriving at adjusted
gross income including any direct or indirect allocated share of taxes paid by a flow-through entity under part
4,

(c) Add losses on the sale or exchange of obligations of the United States government, the income of
which this state is prohibited from subjecting to a net income tax, to the extent that the loss has been deducted
in arriving at adjusted grossincome.

(d) Deduct, to the extent included in adjusted gross income, income derived from obligations, or the sale or
exchange of obligations, of the United States government that this state is prohibited by law from subjecting
to a net income tax, reduced by any interest on indebtedness incurred in carrying the obligations and by any
expenses incurred in the production of that income to the extent that the expenses, including amortizable bond
premiums, were deducted in arriving at adjusted gross income.

(e) Deduct, to the extent included in adjusted gross income, the following:

(i) Compensation, including retirement or pension benefits, received for services in the Armed Forces of
the United States.

(i) Retirement or pension benefits under the railroad retirement act of 1974, 45 USC 231 to 231v.

(iif) Beginning January 1, 2012, retirement or pension benefits received for services in the Michigan
National Guard.

(f) Deduct the following to the extent included in adjusted gross income subject to the limitations and
restrictions set forth in subsection (9), (10), or (11), as applicable:

(i) Retirement or pension benefits received from a federal public retirement system or from a public
retirement system of or created by this state or a political subdivision of this state.

(if) Retirement or pension benefits received from a public retirement system of or created by another state
or any of its political subdivisions if the income tax laws of the other state permit a similar deduction or
exemption or a reciprocal deduction or exemption of a retirement or pension benefit received from a public
retirement system of or created by this state or any of the political subdivisions of this state.

(iii) Social Security benefits as defined in section 86 of the internal revenue code.

(iv) Beginning on and after January 1, 2007, retirement or pension benefits not deductible under
subparagraph (i) or subdivision (€) from any other retirement or pension system or benefits from a retirement
annuity policy in which payments are made for life to a senior citizen, to a maximum of $42,240.00 for a
single return and $84,480.00 for ajoint return. The maximum amounts allowed under this subparagraph shall
be reduced by the amount of the deduction for retirement or pension benefits claimed under subparagraph (i)
or subdivision (€) and by the amount of a deduction claimed under subdivision (p). For the 2008 tax year and
each tax year after 2008, the maximum amounts allowed under this subparagraph shall be adjusted by the
percentage increase in the United States Consumer Price Index for the immediately preceding calendar year.
The department shall annualize the amounts provided in this subparagraph as necessary.

(V) The amount determined to be the section 22 amount eligible for the elderly and the permanently and
totally disabled credit provided in section 22 of the internal revenue code.

(g) Adjustments resulting from the application of section 271.

(h) Adjustments with respect to estate and trust income as provided in section 36.

(i) Adjustments resulting from the allocation and apportionment provisions of chapter 3.

(1) Deduct the following payments made by the taxpayer in the tax year:

(i) The amount of a charitable contribution made to the advance tuition payment fund created under section
9 of the Michigan education trust act, 1986 PA 316, MCL 390.1429.

(if) The amount of payment made under an advance tuition payment contract as provided in the Michigan
education trust act, 1986 PA 316, MCL 390.1421 to 390.1442.

(iif) The amount of payment made under a contract with a private sector investment manager that meets all
of the following criteria:

(A) The contract is certified and approved by the board of directors of the Michigan education trust to
provide equivalent benefits and rights to purchasers and beneficiaries as an advance tuition payment contract
as described in subparagraph (ii).

(B) The contract applies only for a state ingtitution of higher education as defined in the Michigan
education trust act, 1986 PA 316, MCL 390.1421 to 390.1442, or acommunity or junior college in Michigan.

(C) The contract provides for enrollment by the contract's qualified beneficiary in not less than 4 years
after the date on which the contract is entered into.
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(D) The contract is entered into after either of the following:

(I) The purchaser has had the purchaser's offer to enter into an advance tuition payment contract rejected
by the board of directors of the Michigan education trust, if the board determines that the trust cannot accept
an unlimited number of enrollees upon an actuarially sound basis.

(I1) The board of directors of the Michigan education trust determines that the trust can accept an unlimited
number of enrollees upon an actuarially sound basis.

(k) If an advance tuition payment contract under the Michigan education trust act, 1986 PA 316, MCL
390.1421 to 390.1442, or another contract for which the payment was deductible under subdivision (j) is
terminated and the qualified beneficiary under that contract does not attend a university, college, junior or
community college, or other ingtitution of higher education, add the amount of a refund received by the
taxpayer as aresult of that termination or the amount of the deduction taken under subdivision (j) for payment
made under that contract, whichever isless.

() Deduct from the taxable income of a purchaser the amount included as income to the purchaser under
the internal revenue code after the advance tuition payment contract entered into under the Michigan
education trust act, 1986 PA 316, MCL 390.1421 to 390.1442, is terminated because the qualified beneficiary
attends an institution of postsecondary education other than either a state institution of higher education or an
institution of postsecondary education located outside this state with which a state institution of higher
education has reciprocity.

(m) Add, to the extent deducted in determining adjusted gross income, the net operating loss deduction
under section 172 of the internal revenue code.

(n) Deduct a net operating loss deduction for the taxable year as determined under section 172 of the
interna revenue code subject to the modifications under section 172(b)(2) of the internal revenue code and
subject to the alocation and apportionment provisions of chapter 3 for the taxable year in which the loss was
incurred.

(o) Deduct, to the extent included in adjusted gross income, benefits from a discriminatory self-insurance
medical expense reimbursement plan.

(p) Beginning on and after January 1, 2007, subject to any limitation provided in this subdivision, a
taxpayer who is a senior citizen may deduct to the extent included in adjusted gross income, interest,
dividends, and capital gains received in the tax year not to exceed $9,420.00 for a single return and
$18,840.00 for ajoint return. The maximum amounts allowed under this subdivision shall be reduced by the
amount of a deduction claimed for retirement or pension benefits under subdivision (€) or a deduction claimed
under subdivision (f)(i), (ii), (iv), or (v). For the 2008 tax year and each tax year after 2008, the maximum
amounts allowed under this subdivision shall be adjusted by the percentage increase in the United States
Consumer Price Index for the immediately preceding calendar year. The department shall annualize the
amounts provided in this subdivision as necessary. Beginning January 1, 2012, the deduction under this
subdivision is not available to a senior citizen born after 1945.

(q) Deduct, to the extent included in adjusted gross income, al of the following:

(i) The amount of arefund received in the tax year based on taxes paid under this part and any direct or
indirect allocated share of arefund received by aflow-through entity under part 4.

(if) The amount of arefund received in the tax year based on taxes paid under the city income tax act, 1964
PA 284, MCL 141.501 to 141.787.

(iif) The amount of a credit received in the tax year based on a claim filed under sections 520 and 522 to
the extent that the taxes used to calculate the credit were not used to reduce adjusted gross income for a prior
year.
(r) Add the amount paid by the state on behalf of the taxpayer in the tax year to repay the outstanding
principal on a loan taken on which the taxpayer defaulted that was to fund an advance tuition payment
contract entered into under the Michigan education trust act, 1986 PA 316, MCL 390.1421 to 390.1442, if the
cost of the advance tuition payment contract was deducted under subdivision (j) and was financed with a
Michigan education trust secured loan.

(s) Deduct, to the extent included in adjusted gross income, any amount, and any interest earned on that
amount, received in the tax year by ataxpayer who is a Holocaust victim as a result of a settlement of claims
against any entity or individual for any recovered asset pursuant to the German act regulating unresolved
property claims, also known as Gesetz zur Regelung offener Vermogensfragen, as aresult of the settlement of
the action entitled In re: Holocaust victim assets litigation, CV-96-4849, CV-96-5161, and CV-97-0461 (E.D.
NY), or as aresult of any similar action if the income and interest are not commingled in any way with and
are kept separate from all other funds and assets of the taxpayer. Asused in this subdivision:

(i) "Holocaust victim" means a person, or the heir or beneficiary of that person, who was persecuted by
Nazi Germany or any Axisregime during any period from 1933 to 1945.
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(i) "Recovered asset" means any asset of any type and any interest earned on that asset, including, but not
limited to, bank deposits, insurance proceeds, or artwork owned by a Holocaust victim during the period from
1920 to 1945, withheld from that Holocaust victim from and after 1945, and not recovered, returned, or
otherwise compensated to the Holocaust victim until after 1993.

(t) Deduct all of the following:

(i) To the extent not deducted in determining adjusted gross income, contributions made by the taxpayer in
the tax year less qualified withdrawals made in the tax year from education savings accounts, calculated on a
per education savings account basis, pursuant to the Michigan education savings program act, 2000 PA 161,
MCL 390.1471 to 390.1486, not to exceed atotal deduction of $5,000.00 for a single return or $10,000.00 for
ajoint return per tax year. The amount calculated under this subparagraph for each education savings account
shall not be less than zero.

(i) To the extent included in adjusted gross income, interest earned in the tax year on the contributions to
the taxpayer's education savings accounts if the contributions were deductible under subparagraph (i).

(iif) To the extent included in adjusted gross income, distributions that are qualified withdrawals from an
education savings account to the designated beneficiary of that education savings account.

(u) Add, to the extent not included in adjusted gross income, the amount of money withdrawn by the
taxpayer in the tax year from education savings accounts, not to exceed the total amount deducted under
subdivision (t) in the tax year and al previous tax years, if the withdrawal was not a qualified withdrawal as
provided in the Michigan education savings program act, 2000 PA 161, MCL 390.1471 to 390.1486. This
subdivision does not apply to withdrawals that are less than the sum of all contributions made to an education
savings account in al previous tax years for which no deduction was claimed under subdivision (t), less any
contributions for which no deduction was claimed under subdivision (t) that were withdrawn in al previous
tax years.

(v) A taxpayer who is a resident tribal member may deduct, to the extent included in adjusted gross
income, all nonbusiness income earned or received in the tax year and during the period in which an
agreement entered into between the taxpayer's tribe and this state pursuant to section 30c of 1941 PA 122,
MCL 205.30c, isin full force and effect. As used in this subdivision:

(i) "Business income" means business income as defined in section 4 and apportioned under chapter 3.

(if) "Nonbusiness income" means nonbusiness income as defined in section 14 and, to the extent not
included in business income, all of the following:

(A) All income derived from wages whether the wages are earned within the agreement area or outside of
the agreement area.

(B) All interest and passive dividends.

(C) All rents and royalties derived from real property located within the agreement area.

(D) All rents and royalties derived from tangible personal property, to the extent the personal property is
utilized within the agreement area.

(E) Capital gains from the sale or exchange of real property located within the agreement area.

(F) Capital gains from the sale or exchange of tangible personal property located within the agreement area
at the time of sale.

(G) Capital gains from the sale or exchange of intangible personal property.

(H) All pension income and benefits, including, but not limited to, distributions from a 401(k) plan,
individual retirement accounts under section 408 of the internal revenue code, or a defined contribution plan,
or payments from a defined benefit plan.

() All per capita payments by the tribe to resident tribal members, without regard to the source of
payment.

(J) All gaming winnings.

(iii) "Resident tribal member" means an individual who meets all of the following criteria

(A) Isan enrolled member of afederally recognized tribe.

(B) The individual's tribe has an agreement with this state pursuant to section 30c of 1941 PA 122, MCL
205.30c, that isin full force and effect.

(C) The individua's principal place of residence is located within the agreement area as designated in the
agreement under sub-subparagraph (B).

(w) Eliminate all of the following:

(i) Income from producing oil and gas to the extent included in adjusted gross income.

(i) Expenses of producing oil and gas to the extent deducted in arriving at adjusted grossincome.

(x) Deduct all of the following:

(i) To the extent not deducted in determining adjusted gross income, contributions made by the taxpayer in
the tax year less qualified withdrawals made in the tax year from an ABLE savings account, pursuant to the
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Michigan achieving a better life experience (ABLE) program act, 2015 PA 160, MCL 206.981 to 206.997, not
to exceed atotal deduction of $5,000.00 for a single return or $10,000.00 for ajoint return per tax year. The
amount calculated under this subparagraph for an ABLE savings account shall not be less than zero.

(i) To the extent included in adjusted gross income, interest earned in the tax year on the contributions to
the taxpayer's ABLE savings account if the contributions were deductible under subparagraph (i).

(iif) To the extent included in adjusted gross income, distributions that are qualified withdrawals from an
ABLE savings account to the designated beneficiary of that ABLE savings account.

(y) Add, to the extent not included in adjusted gross income, the amount of money withdrawn by the
taxpayer in the tax year from an ABLE savings account, not to exceed the total amount deducted under
subdivision (x) in the tax year and all previous tax years, if the withdrawal was not a qualified withdrawal as
provided in the Michigan achieving a better life experience (ABLE) program act, 2015 PA 160, MCL 206.981
to 206.997. This subdivision does not apply to withdrawals that are less than the sum of all contributions
made to an ABLE savings account in all previous tax years for which no deduction was claimed under
subdivision (x), less any contributions for which no deduction was claimed under subdivision (x) that were
withdrawn in al previous tax years.

(2) For tax years that begin after December 31, 2018, deduct, to the extent included in adjusted gross
income, compensation received in the tax year pursuant to the wrongful imprisonment compensation act,
2016 PA 343, MCL 691.1751 to 691.1757.

(aa) For the 2016, 2017, 2018, and 2019 tax years and for each tax year that begins on and after January 1,
2025, a taxpayer who is a disabled veteran may deduct, to the extent included in adjusted gross income,
income reported on a federal income tax form 1099-C that is attributable to the cancellation or discharge of a
student loan by the United States Department of Education pursuant to the total and permanent disability
discharge program, 34 CFR 685.213. As used in this subdivision, "disabled veteran" means an individual who
meets either of the following criteria:

(i) Has been determined by the United States Department of Veterans Affairs to be permanently and totally
disabled as aresult of military service and entitled to veterans benefits at the 100% rate.

(i) Has been rated by the United States Department of Veterans Affairs asindividually unemployable.

(bb) For tax years that begin on and after January 1, 2021, and subject to the limitation under this
subdivision, deduct, to the extent not deducted in determining adjusted gross income, wagering losses
deducted under section 165(d) of the internal revenue code on the taxpayer's federal income tax return for the
same tax year. For a nonresident, only wagering losses that are attributable to wagering transactions placed at
or through a casino or licensed race meeting located in this state may be deducted and must not exceed the
gains on wagering transactions allocated to this state under section 110(2)(d). As used in this subdivision,
"casino” and "licensed race meeting" mean those terms as defined in section 110.

(cc) Except as otherwise provided under subparagraph (i), for tax years that begin on and after January 1,
2022, deduct al of the following:

(i) To the extent not deducted in determining adjusted gross income, contributions made by the taxpayer in
the tax year less qualified withdrawals made in the tax year from a first-time home buyer savings account,
pursuant to the Michigan first-time home buyer savings program act, 2022 PA 6, MCL 565.1001 to 565.1013,
not to exceed a total deduction of $5,000.00 for a single return or $10,000.00 for ajoint return per tax year.
The amount calculated under this subparagraph for a first-time home buyer savings account shall not be less
than zero. The deduction under this subparagraph does not apply for tax years that begin after December 31,
2026.

(i) To the extent not deducted in determining adjusted gross income, interest earned in the tax year on the
contributions to the taxpayer's first-time home buyer savings account.

(iii) To the extent included in adjusted gross income, distributions that are qualified withdrawals from a
first-time home buyer savings account to the qualified beneficiary of that savings account.

(dd) For tax years that begin on and after January 1, 2022, add, to the extent not included in adjusted gross
income, the amount of money withdrawn by the taxpayer in the tax year from afirst-time home buyer savings
account, not to exceed the total amount deducted under subdivision (cc) in the tax year and all previous tax
years, if the withdrawal was not a qualified withdrawal as provided in the Michigan first-time home buyer
savings program act, 2022 PA 6, MCL 565.1001 to 565.1013. This subdivision does not apply to withdrawals
that are less than the sum of all contributions made to a first-time home buyer savings account in all previous
tax years for which no deduction was claimed under subdivision (cc), less any contributions for which no
deduction was claimed under subdivision (cc) that were withdrawn in all previoustax years.

(2) Except as otherwise provided in subsection (7), and section 30a, a persona exemption of $3,700.00
multiplied by the number of personal and dependency exemptions shall be subtracted in the calculation that
determines taxable income. The number of personal and dependency exemptions allowed shall be determined
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asfollows:

(a) Each taxpayer may claim 1 personal exemption. However, if ajoint return is not made by the taxpayer
and the taxpayer's spouse, the taxpayer may claim a personal exemption for the spouse if the spouse, for the
calendar year in which the taxable year of the taxpayer begins, does not have any gross income and is not the
dependent of another taxpayer.

(b) A taxpayer may claim a dependency exemption for each individual who is a dependent of the taxpayer
for the tax year.

(c) For tax years beginning on and after January 1, 2019, a taxpayer may claim an additional exemption
under this subsection in the tax year for which the taxpayer has a certificate of stillbirth from the department
of health and human services as provided under section 2834 of the public health code, 1978 PA 368, MCL
333.2834.

(3) Except as otherwise provided in subsection (7), a single additional exemption determined as follows
shall be subtracted in the cal culation that determines taxable income in each of the following circumstances:

() $1,800.00 for each taxpayer and every dependent of the taxpayer who is a deaf person as defined in
section 2 of the deaf persons interpreters act, 1982 PA 204, MCL 393.502; a paraplegic, a quadriplegic, or a
hemiplegic; a person who is blind as defined in section 504; or a person who is totally and permanently
disabled as defined in section 522. When a dependent of a taxpayer files an annual return under this part, the
taxpayer or dependent of the taxpayer, but not both, may claim the additional exemption allowed under this
subdivision.

(b) For tax years beginning after 2007, $250.00 for each taxpayer and every dependent of the taxpayer who
is a qualified disabled veteran. When a dependent of a taxpayer files an annual return under this part, the
taxpayer or dependent of the taxpayer, but not both, may claim the additional exemption allowed under this
subdivision. As used in this subdivision:

(i) "Qualified disabled veteran" means a veteran with a service-connected disability.

(i) "Service-connected disability" means a disability incurred or aggravated in the line of duty in the active
military, naval, or air service as described in 38 USC 101(16).

(iii) "Veteran" means an individual who served in the active military, naval, marine, coast guard, or ar
service and who was discharged or released from the individua's service with an honorable or genera
discharge.

(4) An individual with respect to whom a deduction under subsection (2) is allowable to another taxpayer
during the tax year is not entitled to an exemption for purposes of subsection (2), but may subtract $1,500.00
in the calculation that determines taxable income for atax year.

(5) A nonresident or a part-year resident is allowed that proportion of an exemption or deduction allowed
under subsection (2), (3), or (4) that the taxpayer's portion of adjusted gross income from Michigan sources
bears to the taxpayer's total adjusted gross income.

(6) In calculating taxable income, a taxpayer shall not subtract from adjusted gross income the amount of
prizes won by the taxpayer under the McCauley-Traxler-Law-Bowman-McNeely lottery act, 1972 PA 239,
MCL 432.1t0 432.47.

(7) For each tax year beginning on and after January 1, 2013, the personal exemption alowed under
subsection (2) shall be adjusted by multiplying the exemption for the tax year beginning in 2012 by a fraction,
the numerator of which is the United States Consumer Price Index for the state fiscal year ending in the tax
year prior to the tax year for which the adjustment is being made and the denominator of which is the United
States Consumer Price Index for the 2010-2011 state fiscal year. For the 2022 tax year and each tax year after
2022, the adjusted amount determined under this subsection shall be increased by an additional $600.00. The
resultant product shall be rounded to the nearest $100.00 increment. For each tax year, the exemptions
allowed under subsection (3) shall be adjusted by multiplying the exemption amount under subsection (3) for
the tax year by a fraction, the numerator of which is the United States Consumer Price Index for the state
fisca year ending the tax year prior to the tax year for which the adjustment is being made and the
denominator of which is the United States Consumer Price Index for the 1998-1999 state fiscal year. The
resultant product shall be rounded to the nearest $100.00 increment.

(8) Asused in this section, "retirement or pension benefits' means distributions from al of the following:

(a) Except as provided in subdivision (d), qualified pension trusts and annuity plans that qualify under
section 401(a) of theinternal revenue code, including al of the following:

(i) Plansfor self-employed persons, commonly known as Keogh or HR10 plans.

(i) Individua retirement accounts that qualify under section 408 of the interna revenue code if the
distributions are not made until the participant has reached 59-1/2 years of age, except in the case of death,
disability, or distributions described by section 72(t)(2)(A)(iv) of the internal revenue code.

(iif) Employee annuities or tax-sheltered annuities purchased under section 403(b) of the internal revenue
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code by organizations exempt under section 501(c)(3) of the internal revenue code, or by public school
systems.

(iv) Distributions from a 401(k) plan attributable to employee contributions mandated by the plan or
attributable to employer contributions.

(b) The following retirement and pension plans not qualified under the internal revenue code:

(i) Plans of the United States, state governments other than this state, and political subdivisions, agencies,
or instrumentalities of this state.

(if) Plans maintained by a church or a convention or association of churches.

(iii) All other unqualified pension plans that prescribe eligibility for retirement and predetermine
contributions and benefits if the distributions are made from a pension trust.

(c) Retirement or pension benefits received by a surviving spouse if those benefits qualified for a deduction
prior to the decedent's death. Benefits received by a surviving child are not deductible.

(d) Retirement and pension benefits do not include:

(i) Amounts received from a plan that allows the employee to set the amount of compensation to be
deferred and does not prescribe retirement age or years of service. These plans include, but are not limited to,
all of the following:

(A) Deferred compensation plans under section 457 of the internal revenue code.

(B) Distributions from plans under section 401(k) of the internal revenue code other than plans described
in subdivision (a)(iv).

(C) Distributions from plans under section 403(b) of the internal revenue code other than plans described
in subdivision (a)(iii).

(i) Premature distributions paid on separation, withdrawal, or discontinuance of a plan prior to the earliest
date the recipient could have retired under the provisions of the plan.

(iif) Payments received as an incentive to retire early unless the distributions are from a pension trust.

(9) Except as otherwise provided in subsection (10) or (11), in determining taxable income under this
section, the following limitations and restrictions apply:

(a) For a person born before 1946, this subsection provides no additional restrictions or limitations under
subsection (2)(f).

(b) Except as otherwise provided in subdivision (c), for aperson born in 1946 through 1952, the sum of the
deductions under subsection (1)(f)(i), (ii), and (iv) is limited to $20,000.00 for a single return and $40,000.00
for ajoint return. After that person reaches the age of 67, the deductions under subsection (1)(f)(i), (ii), and (iv
) do not apply and that person is eligible for a deduction of $20,000.00 for a single return and $40,000.00 for a
joint return, which deduction is available against all types of income and is not restricted to income from
retirement or pension benefits. A person who takes the deduction under subsection (1)(e) is not eligible for the
unrestricted deduction of $20,000.00 for a single return and $40,000.00 for a joint return under this
subdivision.

(c) Beginning January 1, 2013 for a person born in 1946 through 1952 and beginning January 1, 2018 for a
person born after 1945 who has retired as of January 1, 2013, if that person receives retirement or pension
benefits from employment with a governmental agency that was not covered by the federal social security act,
chapter 531, 49 Stat 620, the sum of the deductions under subsection (1)(f)(i), (ii), and (iv) is limited to
$35,000.00 for a single return and, except as otherwise provided under this subdivision, $55,000.00 for ajoint
return. If both spouses filing a joint return receive retirement or pension benefits from employment with a
governmental agency that was not covered by the federal social security act, chapter 531, 49 Stat 620, the sum
of the deductions under subsection (1)(f)(i), (ii), and (iv) is limited to $70,000.00 for ajoint return. After that
person reaches the age of 67, the deductions under subsection (21)(f)(i), (ii), and (iv) do not apply and that
person is eligible for a deduction of $35,000.00 for a single return and $55,000.00 for a joint return, or
$70,000.00 for ajoint return if applicable, which deduction is available against all types of income and is not
restricted to income from retirement or pension benefits. A person who takes the deduction under subsection
(2)(e) is not eligible for the unrestricted deduction of $35,000.00 for a single return and $55,000.00 for ajoint
return, or $70,000.00 for ajoint return if applicable, under this subdivision.

(d) Except as otherwise provided under subdivision (c) for a person who was retired as of January 1, 2013,
for a person born after 1952 who has reached the age of 62 through 66 years of age and who receives
retirement or pension benefits from employment with a governmental agency that was not covered by the
federal social security act, chapter 531, 49 Stat 620, the sum of the deductions under subsection (1)(f)(i), (ii),
and (iv) is limited to $15,000.00 for a single return and, except as otherwise provided under this subdivision,
$15,000.00 for ajoint return. If both spouses filing a joint return receive retirement or pension benefits from
employment with a governmental agency that was not covered by the federal social security act, chapter 531,
49 Stat 620, the sum of the deductions under subsection (2)(f)(i), (ii), and (iv) is limited to $30,000.00 for a
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joint return.

(e) Except as otherwise provided under subdivision (c) or (d), for a person born after 1952, the deduction
under subsection (1)(f)(i), (ii), or (iv) does not apply. When that person reaches the age of 67, that person is
eligible for a deduction of $20,000.00 for a single return and $40,000.00 for ajoint return, which deduction is
available against all types of income and is not restricted to income from retirement or pension benefits. If a
person takes the deduction of $20,000.00 for asingle return and $40,000.00 for ajoint return, that person shall
not take the deduction under subsection (1)(f)(iii) and shall not take the personal exemption under subsection
(2). That person may elect not to take the deduction of $20,000.00 for a single return and $40,000.00 for a
joint return and elect to take the deduction under subsection (1)(f)(iii) and the persona exemption under
subsection (2) if that election would reduce that person's tax liability. A person who takes the deduction under
subsection (1)(e) is not eligible for the unrestricted deduction of $20,000.00 for a single return and $40,000.00
for ajoint return under this subdivision.

(f) For ajoint return, the limitations and restrictionsin this subsection shall be applied based on the date of
birth of the older spouse filing the joint return. If a deduction under subsection (1)(f) was claimed on a joint
return for atax year in which a spouse died and the surviving spouse has not remarried since the death of that
spouse, the surviving spouse is entitled to claim the deduction under subsection (1)(f) in subsequent tax years
subject to the same restrictions and limitations, for a single return, that would have applied based on the date
of birth of the older of the 2 spouses. For tax years beginning after December 31, 2019, a surviving spouse
born after 1945 who has reached the age of 67 and has not remarried since the death of that spouse may elect
to take the deduction that is available against all types of income subject to the same limitations and
restrictions as provided under this subsection based on the surviving spouse's date of birth instead of taking
the deduction allowed under subsection (1)(f), for a single return, based on the date of birth of the older
Spouse.

(20) In determining taxable income under this section, ataxpayer may elect to deduct retirement or pension
benefits as provided under subsection (1)(f) with the following limitations and restrictions or elect to apply
the limitations and restrictions in subsection (9), or subsection (11) if applicable:

(a) For the 2023 tax year, a taxpayer who was born after 1945 and before 1959 may deduct an amount of
retirement or pension benefits not to exceed 25% of the maximum amount of retirement or pension benefits
that the taxpayer would be alowed to deduct for the tax year under subsection (1)(f)(iv) if the taxpayer's
retirement or pension benefits were subject to the limitations of that subsection only.

(b) For the 2024 tax year, a taxpayer who was born after 1945 and before 1963 may deduct an amount of
retirement or pension benefits not to exceed 50% of the maximum amount of retirement or pension benefits
that the taxpayer would be alowed to deduct for the tax year under subsection (1)(f)(iv) if the taxpayer's
retirement or pension benefits were subject to the limitations of that subsection only.

(c) For the 2025 tax year, a taxpayer who was born after 1945 and before 1967 may deduct an amount of
retirement or pension benefits not to exceed 75% of the maximum amount of retirement or pension benefits
that the taxpayer would be alowed to deduct for the tax year under subsection (1)(f)(iv) if the taxpayer's
retirement or pension benefits were subject to the limitations of that subsection only.

(d) For the 2026 tax year and each tax year after 2026, a taxpayer may deduct retirement or pension
benefits as provided under subsection (1)(f), except that the amounts deductible under subsection (1)(f)(i) and
(if) combined are subject to the same maximum amounts allowed under subsection (1)(f)(iv) for a single
return and ajoint return for that same tax year.

(e) For ajaint return, the limitations and restrictions in this subsection shall be applied based on the date of
birth of the older spouse filing the joint return. If a deduction under subsection (1)(f) was claimed on a joint
return for atax year in which a spouse died and the surviving spouse has not remarried since the death of that
spouse, the surviving spouse is entitled to claim the deduction under subsection (1)(f) in subsequent tax years
subject to the same restrictions and limitations under this subsection, for a single return, that would have
applied based on the date of birth of the older of the 2 spouses.

(11) For tax years beginning on and after January 1, 2023, in determining taxable income under this
section, a taxpayer with retirement or pension benefits received for services as a public police or fire
department employee subject to 1969 PA 312, MCL 423.231 to 423.247, a state police trooper or state police
sergeant subject to 1980 PA 17, MCL 423.271 to 423.287, or a corrections officer employed by a county
sheriff in a county jail, work camp, or other facility maintained by a county that houses adult prisoners may
elect to deduct retirement or pension benefits as provided under subsection (1)(f) without any additional
limitations or restrictions or elect to apply the limitations and restrictions in subsection (9) or (10).

(12) Asused in this section:

(a) "Oil and gas' means oil and gas subject to severance tax under 1929 PA 48, MCL 205.301 to 205.317.

(b) "Senior citizen" means that term as defined in section 514.
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(c) "United States Consumer Price Index" means the United States Consumer Price Index for al urban
consumers as defined and reported by the United States Department of Labor, Bureau of Labor Statistics.

History: 1967, Act 281, Eff. Oct. 1, 1967;00 Am. 1969, Act 332, Imd. Eff. Nov. 4, 1969;0 Am. 1970, Act 140, Imd. Eff. Aug. 1,
1970;0 Am. 1971, Act 150, Imd. Eff. Nov. 22, 1971;00 Am. 1973, Act 20, Imd. Eff. May 16, 1973;00 Am. 1974, Act 12, Imd. Eff. Feb.
15, 1974;0 Am. 1974, Act 217, Imd. Eff. July 21, 1974;0 Am. 1975, Act 233, Imd. Eff. Aug. 27, 1975;00 Am. 1976, Act 435, Imd. Eff.
Jan. 11, 1977;00 Am. 1978, Act 554, Imd. Eff. Dec. 22, 1978;0 Am. 1980, Act 250, Imd. Eff. July 28, 1980;0 Am. 1980, Act 517, Imd.
Eff. Jan. 26, 1981;00 Am. 1981, Act 135, Imd. Eff. Oct. 21, 1981;00 Am. 1982, Act 240, Imd. Eff. Sept. 23, 1982;00 Am. 1984, Act 284,
Imd. Eff. Dec. 20, 1984;00 Am. 1984, Act 415, Imd. Eff. Dec. 28, 1984;00 Am. 1986, Act 315, Imd. Eff. Dec. 23, 1986;00 Am. 1987, Act
254, Imd. Eff. Dec. 28, 1987;00 Am. 1988, Act 516, Imd. Eff. Dec. 30, 1988;00 Am. 1993, Act 328, Eff. Apr. 1, 1994;0 Am. 1994, Act
268, Eff. July 7, 1994;00 Am. 1995, Act 2, Imd. Eff. Mar. 8, 1995;00 Am. 1995, Act 230, Eff. Jan. 9, 1996;1 Am. 1996, Act 484, Eff. Jan.
1, 1997;0 Am. 1997, Act 86, Imd. Eff. July 28, 1997;0 Am. 1999, Act 181, Imd. Eff. Nov. 16, 1999;00 Am. 2000, Act 162, Imd. Eff.
June 16, 2000;00 Am. 2000, Act 301, Imd. Eff. Oct. 11, 2000;00 Am. 2000, Act 400, Imd. Eff. Jan. 8, 2001;0 Am. 2002, Act 615, Imd.
Eff. Dec. 20, 2002;C1 Am. 2004, Act 394, Imd. Eff. Oct. 15, 2004; Am. 2005, Act 214, Imd. Eff. Nov. 21, 2005;0] Am. 2007, Act 94,
Imd. Eff. Oct. 1, 2007;00 Am. 2007, Act 154, Imd. Eff. Dec. 20, 2007;00 Am. 2009, Act 134, Imd. Eff. Nov. 4, 2009;(J Am. 2011, Act 38,
Eff. Jan. 1, 2012;0 Am. 2012, Act 597, Imd. Eff. Jan. 9, 2013;(1 Am. 2015, Act 161, Imd. Eff. Oct. 28, 2015;00 Am. 2017, Act 149, Eff.
(sine die);d Am. 2018, Act 38, Imd. Eff. Feb. 28, 2018;0 Am. 2018, Act 588, Imd. Eff. Dec. 28, 2018;00 Am. 2018, Act 589, Eff. Mar.
29, 2019;00 Am. 2020, Act 65, Imd. Eff. Mar. 27, 2020;0 Am. 2021, Act 120, Imd. Eff. Dec. 7, 2021;0 Am. 2021, Act 135, Imd. Eff.
Dec. 21, 2021;0 Am. 2021, Act 168, Imd. Eff. Dec. 27, 2021;00 Am. 2022, Act 5, Imd. Eff. Feb. 9, 2022;00 Am. 2023, Act 4, Eff. Feb.
13, 2024.

Constitutionality: The Michigan Income Tax Act violates principles of intergovernmental immunity by favoring retired state and
local government employees over retired federal employees. Davisv. Michigan Dept. of Treasury, 109 S.Ct. 1500 (1989).

Compiler's note: Act 253 of 1980, purporting to amend MCL 206.30, 206.512, 206.520, and 206.522 and to add a MCL 206.261
could not take effect until Senate Joint Resolution X became effective as part of the constitution. Senate Joint Resolution X was
submitted to and disapproved by the people at the general election held on November 4, 1980.

Enacting section 1 of Act 181 of 1999 provides:

"Enacting section 1. Notwithstanding any other provision of law, this amendatory act is intended to be retroactive and effective for
tax years that begin on and after January 1, 1994."

Enacting section 1 of Act 597 of 2012 provides:

"Enacting section 1. This amendatory act takes effect January 1, 2012."

Enacting section 1 of Act 120 of 2021 provides:

"Enacting section 1. This amendatory act is intended to be retroactive and the deduction under section 30(1)(aa) as added by this
amendatory act applies retroactively effective for the 2016, 2017, 2018, and 2019 tax years."

Enacting section 1 of Act 135 of 2021 provides:

"Enacting section 1. This amendatory act is retroactive and intended to apply retroactively effective for tax years beginning on and
after January 1, 2021."

Enacting section 1 of Act 168 of 2021 provides:

"Enacting section 1. This amendatory act is intended to be retroactive and applies to tax years beginning on and after January 1,
2021."

206.30a Taxable income; adjustment.

Sec. 30a Notwithstanding any other provision of this part, for the 2012 tax year and each tax year after
2012 through the 2021 tax year, taxable income for purposes of this part means taxable income as determined
under section 30 with the following adjustment. For the 2012 tax year and each tax year after 2012 through
the 2021 tax year, to determine taxable income, a taxpayer shall claim a personal exemption deduction equal
to the amount cal culated pursuant to section 30(2) or egqual to the following amounts multiplied by the number
of personal and dependency exemptions allowable under section 30(2), whichever calculation is greater:

(a) Beginning on and after October 1, 2012 and before January 1, 2014, $3,950.00. The department shall
annualize the personal exemption deduction for the 2012 tax year, rounded to the nearest $1.00.

(b) Beginning on and after January 1, 2014 and before January 1, 2018, $4,000.00.

(c) For the 2018 tax year, $4,050.00.

(d) For the 2019 tax year, $4,400.00.

(e) For the 2020 tax year, $4,750.00.

(f) For the 2021 tax year, $4,900.00.

History: Add. 2012, Act 224, Imd. Eff. June 29, 2012;0] Am. 2018, Act 38, Imd. Eff. Feb. 28, 2018.

Compiler's note: Former MCL 206.30a, which pertained to certain allowable deductions, was repealed by Act 484 of 1996, Eff. Jan.
1, 1997.

206.30b-206.30c Repealed. 1996, Act 484, Eff. Jan. 1, 1997.
Compiler's note: The repealed sections pertained to certain allowable deductions.

206.30d Repealed. 2011, Act 38, Eff. Jan. 1, 2012.
Compiler'snote: The repealed section pertained to short title of amendatory act and dependent child exemption.
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206.30e Repealed. 2018, Act 38, Imd. Eff. Feb. 28, 2018.
Compiler'snote: The repealed section pertained to "dependent"” defined.

206.30f Repealed. 2018, Act 38, Imd. Eff. Feb. 28, 2018.

Compiler'snote: The repealed section pertained to taxable income adjustment for educational savings accounts.

206.31 Repealed. 2011, Act 38, Eff. Jan. 1, 2012.

Compiler'snote: The repealed section pertained to taxpayers residing in renaissance zone.

206.31a Taxable income; determination; deduction; eligibility; filing annual return;
withholding form; filing claim to which not entitled; penalty and interest; taxable income
derived from illegal activity; calculation of net operating loss deduction; change in status;
definitions.

Sec. 31a. (1) Notwithstanding any other provision of this act and for the 2012 tax year and each tax year
after 2012, "taxable income" means taxable income as determined under section 30 and, except as otherwise
provided, subsequently adjusted under this section.

(2) For the 2012 tax year and each tax year after 2012 and to the extent and for the duration provided in the
Michigan renaissance zone act, 1996 PA 376, MCL 125.2681 to 125.2696, to determine taxable income, a
qualified taxpayer may deduct, to the extent included in adjusted gross income, an amount equal to the sum of
all of the following:

(a) Except as provided in subdivisions (b), (c), and (d), income earned or received during the period of
time that the qualified taxpayer was aresident of a qualified renai ssance zone.

(b) Interest and dividends received in the tax year during the period that the qualified taxpayer was a
resident of aqualified renaissance zone.

(c) Capital gains received in the tax year prorated based on the percentage of time that the asset was held
by the qualified taxpayer while the qualified taxpayer was a resident of the qualified renaissance zone.

(d) Income received by the qualified taxpayer from winning an on-line lottery game sponsored by this state
only if the date on which the drawing for that game was held was after the taxpayer became a resident of a
qualified renaissance zone and income received by the qualified taxpayer from winning an instant lottery
game sponsored by this state only if the taxpayer was a resident of a qualified renaissance zone on the
validation date of the lottery ticket for that game.

(3) Income used to calculate a deduction under any other section of this act shall not be used to calculate a
deduction under this section.

(4) If aquaified taxpayer completes the residency requirements under subsection (11)(e), the qualified
taxpayer may claim the deduction allowed under this section.

(5) To be eligible for the deduction under this section, ataxpayer shall file an annual return under this act.

(6) A qualified taxpayer shall file a withholding form prescribed by the department with his or her
employer within 10 days after the date the taxpayer completes the requirements under subsection (11)(e).

(7) If the department finds that a taxpayer has claimed a deduction under this section to which he or sheis
not entitled, the taxpayer is subject to the interest and penalty provisions under 1941 PA 122, MCL 205.1 to
205.31.

(8) Any portion of taxable income derived from illegal activity conducted anywhere shall not be used to
calculate a deduction under this section.

(9) The net operating loss deduction allowed under section 30(1)(n) shall be calculated without regard to
the deductions alowed under this section.

(10) If ataxpayer who was a qualified taxpayer during the tax year changes status and is not a qualified
taxpayer or vice versa, income subject to tax under this act shall be determined separately for income in each
status.

(11) Asused in this section:

(a) "Domicile" means a place where a person has his or her true, fixed, and permanent home and principal
establishment to which, whenever absent, he or she intends to return, and domicile continues until another
permanent establishment is established.

(b) "Qualified renaissance zone" means those geographic areas in a renaissance zone that were designated
as a renaissance zone under the Michigan renaissance zone act, 1996 PA 376, MCL 125.2681 to 125.2696,
before January 1, 2012 and, except for an extension or renewal granted under section 4(8) of the Michigan
renaissance zone act, 1996 PA 376, MCL 125.2684, does not include any portion of a renaissance zone for
which an extension or renewal is approved after December 31, 2011.
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(c) "Qualified taxpayer" means a taxpayer that is a resident of a qualified renaissance zone and that has
gross income not exceeding $1,000,000.00 for any tax year for which the taxpayer claims a credit under this
section.

(d) "Renaissance zone" means that term as defined in section 3 of the Michigan renaissance zone act, 1996
PA 376, MCL 125.2683.

(e) "Resident" means an individual domiciled in an area that is a qualified renaissance zone for a period of
183 consecutive days. A taxpayer may begin calculating the 183-day period during the 183 days immediately
preceding the designation of the area as a qualified renaissance zone. Resident includes the estate of an
individual who was a resident of a qualified renaissance zone at the time of death. After a taxpayer has
completed the 183-day residency requirement under this subdivision, the taxpayer is considered to have been
a resident of that qualified renaissance zone beginning from the first day used to determine if the 183-day
residency requirement has been met.

History: Add. 2011, Act 314, Eff. Jan. 1, 2012;0 Am. 2018, Act 103, Imd. Eff. Apr. 5, 2018.

206.31b Adjustment; "mineral" and "qualified taxpayer" defined.

Sec. 31b. (1) Notwithstanding any other provision of this part, for the 2013 tax year and each tax year after
2013, taxable income for purposes of this part means taxable income as determined under section 30 with the
following adjustment. For the 2013 tax year and each tax year after 2013, eliminate all of the following:

(a) Income derived from a mineral to the extent included in adjusted gross income.

(b) Expenses related to the income deductible under subdivision (a) to the extent deducted in arriving at
adjusted gross income.

(2) Asused in this act:

(@) "Mineral" means that term as defined in section 2 of the nonferrous metallic minerals extraction
severance tax act.

(b) "Qualified taxpayer" means a taxpayer subject to the minerals severance tax levied under the
nonferrous metallic minerals extraction severance tax act.

History: Add. 2012, Act 414, Imd. Eff. Dec. 20, 2012.

206.32, 206.34 Repealed. 1975, Act 233, Imd. Eff. Aug. 27, 1975.

Compiler's note: The repealed sections defined taxable income of corporations and financia institutions.

206.36 “Taxable income” of resident estate or trust defined; "oil and gas" defined.

Sec. 36. (1) "Taxable income" in the case of a resident estate or trust means federal taxable income as
defined in the internal revenue code subject to the following adjustments:

(8) Add gross interest income and dividends derived from obligations or securities of states other than
Michigan, in the same amount which has been excluded from federal taxable income less related expenses not
deducted in computing federal taxable income because of section 265 of the internal revenue code.

(b) Add taxes on or measured by income to the extent the taxes have been deducted in arriving at federal
taxable income.

(c) Add losses on the sale or exchange of obligations of the United States government, the income of
which this state is prohibited from subjecting to a net income tax, to the extent that the loss has been deducted
in arriving at federal taxable income.

(d) Deduct, to the extent included in federal taxable income, income derived from obligations, or the sale
or exchange of obligations, of the United States government which this state is prohibited by law from
subjecting to a net income tax, reduced by any interest on indebtedness incurred in carrying the obligations,
and by any expenses incurred in the production of such income to the extent that the expenses, including
amortizable bond premiums, were deducted in arriving at federal taxable income.

(e) Adjustments resulting from the application of section 271.

(f) Deduct an adjustment resulting from the allocation and apportionment provisions of chapter 3.

(g) For tax years beginning after December 31, 2011, eliminate al of the following:

(i) Income from producing oil and gas to the extent included in federal taxable income.

(i) Expenses of producing oil and gas to the extent deducted in arriving at federal taxable income.

(2) The respective shares of an estate or trust and its beneficiaries, including, solely for the purpose of this
allocation, nonresident beneficiaries, in the additions and subtractions to taxable income shall be in proportion
to their respective shares of distributable net income of the estate or trust as defined in the internal revenue
code. If the estate or trust has no distributable net income for the taxable year, the share of each beneficiary in
the additions and subtractions shall be in proportion to his or her share of the estate or trust income for the
year, under local law or the terms of the instrument, which is required to be distributed currently and any
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other amounts of such income distributed in the year. Any balance of the additions and subtractions shall be
allocated to the estate or trust. If capital gains and losses are distributed or distributable to a beneficiary or
beneficiaries under the internal revenue code, the fiduciary shall advise each beneficiary of his or her share of
the adjustment under section 271. The election or failure to elect under section 271 with respect to capital
gains and losses taxable to the estate or trust shall not affect the beneficiary's right to elect or not to elect
under section 271.

(3) An addition or subtraction shall not be made under this section which has the effect of duplicating an
item of income or deduction if the taxpayer establishes to the satisfaction of the commissioner that the item is
already reflected in federal taxable income. If an addition or subtraction with respect to the sale or exchange
of obligations of the United States government proper adjustment, in accordance with rules promulgated by
the department, of the deduction for excess of capital gains over capital losses shall be made.

(4) As used in this section, "oil and gas' means oil and gas that is subject to severance tax under 1929 PA
48, MCL 205.301 to 205.317.

History: 1967, Act 281, Eff. Oct. 1, 1967;00 Am. 1969, Act 332, Imd. Eff. Nov. 4, 1969;00 Am. 1970, Act 140, Imd. Eff. Aug. 1,
1970;0 Am. 1975, Act 233, Imd. Eff. Aug. 27, 1975;00 Am. 2011, Act 38, Eff. Jan. 1, 2012.

CHAPTER 2

206.51 Tax rate on taxable income of person other than corporation; percentages of
collections deposited in state school aid fund; farmland credits; renew Michigan fund;
imposition of annualized rate; computation of taxable income of nonresident; resident
beneficiary of trust; tax credit; including items of income and deductions from trust in
taxable income; intent of section; definitions.

Sec. 51. (1) For receiving, earning, or otherwise acquiring income from any source whatsoever, there is
levied and imposed under this part upon the taxable income of every person other than a corporation a tax at
the following rates in the following circumstances:

(a) On and after October 1, 2007 and before October 1, 2012, 4.35%.

(b) Except as otherwise provided under subdivision (c), on and after October 1, 2012, 4.25%.

(c) For each tax year beginning on and after January 1, 2023, if the percentage increase in the total general
fund/general purpose revenue from the immediately preceding fiscal year is greater than the inflation rate for
the same period and the inflation rate is positive, then the current rate shall be reduced by an amount
determined by multiplying that rate by a fraction, the numerator of which is the difference between the total
general fund/genera purpose revenue from the immediately preceding state fiscal year and the capped general
fund/general purpose revenue and the denominator of which isthe total revenue collected from this part in the
immediately preceding state fiscal year. For purposes of this subdivision only, the state treasurer, the director
of the senate fiscal agency, and the director of the house fiscal agency shall determine whether the total
revenue distributed to general fund/general purpose revenue has increased as required under this subdivision
based on the comprehensive annual financial report prepared and published by the department of technology,
management, and budget in accordance with section 23 of article IX of the state constitution of 1963. The
state treasurer, the director of the senate fiscal agency, and the director of the house fiscal agency shall make
the determination under this subdivision no later than the date of the January 2023 revenue estimating
conference conducted pursuant to sections 367a through 367f of the management and budget act, 1984 PA
431, MCL 18.1367ato 18.1367f, and the date of each January revenue estimating conference conducted each
year thereafter. As used in this subdivision:

(i) "Capped general fund/genera purpose revenue" means the total general fund/general purpose revenue
from the 2020-2021 state fiscal year multiplied by the sum of 1 plus the product of 1.425 times the difference
between a fraction, the numerator of which isthe Consumer Price Index for the state fiscal year ending in the
tax year prior to the tax year for which the adjustment is being made and the denominator of which is the
Consumer Price Index for the 2020-2021 state fiscal year, and 1.

(if) "Total general fund/general purpose revenue' means the total general fund/general purpose revenue
and other financing sources as published in the comprehensive annual financial report schedule of revenue
and other financing sources — general fund for that fiscal year plus any distribution made pursuant to section
51d.

(2) Except as otherwise provided for December 1, 2018 through September 30, 2019, beginning January 1,
2000 through September 30, 2023, that percentage of the gross collections before refunds from the tax levied
under this section that is equal to 1.012% divided by the income tax rate levied under this section shall be
deposited in the state school aid fund created in section 11 of article IX of the state constitution of 1963. For
December 1, 2018 through September 30, 2019 only, that percentage of the gross collections before refunds
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from the tax levied under this section that is equal to 0.954% divided by the income tax rate levied under this
section shall be deposited in the state school aid fund created in section 11 of article IX of the state
congtitution of 1963. For October 1, 2023 through September 30, 2024 only, that percentage of the gross
collections before refunds from the tax levied under this section that is equal to 1.015% divided by the income
tax rate levied under this section shall be deposited in the state school aid fund created in section 11 of article
IX of the state constitution of 1963. For October 1, 2024 through September 30, 2025 only, that percentage of
the gross collections before refunds from the tax levied under this section that is equal to 1.023% divided by
the income tax rate levied under this section shall be deposited in the state school aid fund created in section
11 of article IX of the state constitution of 1963. For October 1, 2025 through September 30, 2026 only, that
percentage of the gross collections before refunds from the tax levied under this section that is equal to
1.033% divided by the income tax rate levied under this section shall be deposited in the state school aid fund
created in section 11 of article IX of the state constitution of 1963. Beginning October 1, 2026, that
percentage of the gross collections before refunds from the tax levied under this section that is equal to
1.040% divided by the income tax rate levied under this section shall be deposited in the state school aid fund
created in section 11 of article IX of the state congtitution of 1963.

(3) In addition to the distributions under subsections (2) and (4) and sections 51d, 51e, and 51f, beginning
October 1, 2016, from the revenue collected under this section an amount equa to 3.5% of the average
amount of farmland tax credits claimed under section 36109 of the natural resources and environmental
protection act, 1994 PA 451, MCL 324.36109, for the immediately preceding 3 state fiscal years shall be
deposited into the agricultural preservation fund created in section 36202 of the natural resources and
environmental protection act, 1994 PA 451, MCL 324.36202.

(4) In addition to the distributions under subsections (2) and (3) and sections 51d, 51e, and 51f, and subject
to the limitation under this subsection, beginning with the 2018-2019 state fiscal year and each fiscal year
thereafter, from the revenue collected under this section $69,000,000.00 shall be deposited into the renew
Michigan fund created in section 51g. However, if, in any 1 of the 2018-2019 through the 2021-2022 state
fiscal years, the minimum foundation allowance falls below the 2017-2018 minimum foundation allowance
established under section 20 of the state school aid act of 1979, 1979 PA 94, MCL 388.1620, as amended by
2017 PA 108, then no money shall be deposited into the renew Michigan fund pursuant to this subsection for
that fiscal year.

(5) The department shall annualize rates provided in subsection (1) as necessary. The applicable
annualized rate shall be imposed upon the taxable income of every person other than a corporation for those
tax years.

(6) The taxable income of a nonresident shall be computed in the same manner that the taxable income of a
resident is computed, subject to the allocation and apportionment provisions of this part.

(7) A resident beneficiary of a trust whose taxable income includes al or part of an accumulation
distribution by atrust, as defined in section 665 of the internal revenue code, shall be allowed a credit against
the tax otherwise due under this part. The credit shall be all or a proportionate part of any tax paid by the trust
under this part for any preceding taxable year that would not have been payable if the trust had in fact made
distribution to its beneficiaries at the times and in the amounts specified in section 666 of the internal revenue
cade. The credit shall not reduce the tax otherwise due from the beneficiary to an amount less than would
have been due if the accumulation distribution were excluded from taxable income.

(8) The taxable income of aresident who is required to include income from atrust in the resident's federal
income tax return under the provisions of 26 USC 671 to 679, shall include items of income and deductions
from the trust in taxable income to the extent required by this part with respect to property owned outright.

(9) It isthe intention of this section that the income subject to tax of every person other than corporations
shall be computed in like manner and be the same as provided in the internal revenue code subject to
adjustments specifically provided for in this part.

(10) Asused in this section:

(a) "Consumer Price Index" means the United States Consumer Price Index for all urban consumers as
defined and reported by the United States Department of Labor, Bureau of Labor Statistics.

(b) "Inflation rate" means the annual percentage change in the Consumer Price Index, as determined by the
department, comparing the 2 most recent completed state fiscal years.

(c) "Person other than a corporation" means aresident or nonresident individual or any of the following:

(i) A partner in a partnership as defined in the internal revenue code.

(i) A beneficiary of an estate or atrust as defined in the interna revenue code.

(iif) An estate or trust as defined in the internal revenue code.

(d) "Taxable income" means taxable income as defined in this part subject to the applicable source and
attribution rules contained in this part.
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History: 1967, Act 281, Eff. Oct. 1, 1967;0 Am. 1971, Act 76, Eff. Aug. 1, 1971;0 Am. 1972, Act 181, Eff. Aug. 1, 1972;0 Am.
1975, Act 19, Eff. May 1, 1975;0 Am. 1977, Act 44, Imd. Eff. June 30, 1977;0 Am. 1982, Act 155, Imd. Eff. May 17, 1982;0 Am.
1983, Act 15, Imd. Eff. Mar. 29, 1983;00 Am. 1984, Act 221, Imd. Eff. July 26, 1984;(01 Am. 1986, Act 16, Eff. Mar. 26, 1986;01 Am.
1990, Act 283, Imd. Eff. Dec. 14, 1990;00 Am. 1993, Act 328, Eff. Apr. 1, 1994;0 Am. 1995, Act 194, Imd. Eff. Nov. 7, 1995;00 Am.
1999, Act 1, Imd. Eff. Feb. 25, 1999;00 Am. 1999, Act 6, Imd. Eff. Feb. 25, 1999;00 Am. 2007, Act 94, Imd. Eff. Oct. 1, 2007;0 Am.
2011, Act 38, Eff. Oct. 1, 2011;0 Am. 2012, Act 223, Imd. Eff. June 29, 2012;0 Am. 2015, Act 180, Imd. Eff. Nov. 10, 2015;00 Am.
2016, Act 266, Imd. Eff. June 28, 2016;] Am. 2018, Act 588, Imd. Eff. Dec. 28, 2018;00 Am. 2020, Act 75, Imd. Eff. Apr. 2, 2020;00
Am. 2023, Act 4, Eff. Feb. 13, 2024.

Compiler'snote: Section 4 of Act 76 of 1971 provides:

" Expiration of act; conditions.

"Section 4. The provisions of this amendatory act shall expire August 1, 1972 unless prior thereto the legislature has submitted to the
electors constitutional amendments which shall (a) grant property tax relief by limiting of levying of more than 10 mills on property for
school operational purposes, (b) permit the legislature to enact taxes on income graduated either as to rate or base or both, or (c) a
combination of (a) and (b) as one amendment and (a) as a separate amendment and which said amendments shall be voted upon at a
special election to be held on November 2, 1971 or at the genera election to be held November 1972."

The legislature did not submit to the electors at a November 2, 1971 special election or at the November, 1972 genera election
proposed constitutional amendment(s) to effect the purposes enumerated in Section 4 of Act 76 of 1971.

Section 51 of Act 250 of 1978, purporting to amend this section, was submitted to and disapproved by the people as part of Proposal
E at the general election held on November 4, 1980.

Section 2 of Act 15 of 1983 provides:

" Legidative finding and purpose.

"Section 2. Because a severe economic recession has caused an actual deficit in state funds, the legislature finds that this amendatory
act is necessary to, and it is the purpose of this amendatory act to, meet the actual deficiencies existing in state funds at the time of this
enactment.”

Enacting section 1 of Act 588 of 2018 provides:

"Enacting section 1. Section 51 of the income tax act of 1967, 1967 PA 281, MCL 206.51, as amended by this amendatory act, is
retroactive and effective beginning December 1, 2018."

206.51a Repealed. 2011, Act 38 Eff. Jan. 1, 2012.

Compiler's note: The repealed section pertained to calculation of tax, filing annual return, statute of limitations, and enforcement.

206.51b Repealed. 2000, Act 40, Imd. Eff. Mar. 27, 2000.
Compiler'snote: The repealed section pertained to income tax rate other than corporation and its levy and imposition.

206.51c Repealed. 2007, Act 94, Imd. Eff. Oct. 1, 2007.

Compiler'snote: The repealed section pertained to income tax rates other than for corporations.

206.51d Additional distribution; credit to Michigan transportation fund; disbursements;
amounts; dates.

Sec. 51d. In addition to the distributions under sections 51, 51e, and 51f, the following amounts of revenue
collected from the tax levied under section 51 shall be deposited into the state treasury to the credit of the
Michigan transportation fund created in section 10 of 1951 PA 51, MCL 247.660, and disbursed as provided
in section 10(1)(1) of 1951 PA 51, MCL 247.660:

(8 Beginning October 1, 2018 through September 30, 2019, $264,000,000.00 unless the minimum
foundation allowance falls below the 2017-2018 minimum foundation allowance established under section 20
of the state school aid act of 1979, 1979 PA 94, MCL 388.1620, as amended by 2017 PA 108, then
$150,000,000.00.

(b) Beginning October 1, 2019 through September 30, 2020, $468,000,000.00 unless the minimum
foundation allowance falls below the 2017-2018 minimum foundation allowance established under section 20
of the state school aid act of 1979, 1979 PA 94, MCL 388.1620, as amended by 2017 PA 108, then
$325,000,000.00.

(c) Beginning October 1, 2020 and each October 1 thereafter, $600,000,000.00.

History: Add. 2015, Act 179, Eff. Mar. 18, 2016;00 Am. 2018, Act 588, Imd. Eff. Dec. 28, 2018;(] Am. 2020, Act 75, Imd. Eff. Apr.
2, 2020.

Compiler's note: Former MCL 206.51d, which pertained to income tax rates other than for corporations, was repealed by Act 94 of
2007, Imd. Eff. Oct. 1, 2007.

206.51e Deposit of revenue into state brownfield redevelopment fund; definitions.

Sec. 5le. In addition to the distribution under sections 51 and 51d, from the revenue collected from the tax
levied under section 51 an amount equal to the construction period tax capture revenues, withholding tax
capture revenues, and income tax capture revenues due to be transmitted under all transformational
brownfield plans adopted under the brownfield redevel opment financing act, 1996 PA 381, MCL 125.2651 to
125.2672, shall be deposited each state fiscal year into the state brownfield redevelopment fund created in
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section 8a of the brownfield redevelopment financing act, 1996 PA 381, MCL 125.2658a. As used in this
section, "construction period tax capture revenues', “income tax capture revenues', and "withholding tax
capture revenues' mean those terms as defined in section 2 of the brownfield redevelopment financing act,
1996 PA 381, MCL 125.2652.

History: Add. 2017, Act 47, Eff. July 24, 2017.

Compiler's note: Former MCL 206.51e, which pertained to income tax rates other than for corporations, was repealed by Act 94 of
2007, Imd. Eff. Oct. 1, 2007.

206.51f Payment under MCL 125.2090g to 125.2090j; deposit into good jobs for Michigan
fund; definitions.

Sec. 51f. (1) In addition to the distributions under sections 51 and 51d, from the revenue collected from the
tax levied under section 51 an amount equal to that portion of the withholding tax capture revenues
attributable to certified new jobs and due to be paid to an authorized business pursuant to a written agreement
entered into under chapter 8D of the Michigan strategic fund act, 1984 PA 270, MCL 125.2090g to
125.2090j, shall be deposited each state fiscal year into the good jobs for Michigan fund created in section 90j
of the Michigan strategic fund act, 1984 PA 270, MCL 125.2090;.

(2) Asused in this section, "authorized business', "certified new jobs’, "withholding tax capture revenues',
and "written agreement” mean those terms as defined in section 90g of the Michigan strategic fund act, 1984
PA 270, MCL 125.2090g.

History: Add. 2017, Act 110, Eff. Aug. 25, 2017.

206.51g Renew Michigan fund; department of environmental quality administrator; use of
funds disbursement percentages; annual report.

Sec. 51¢g. (1) The renew Michigan fund is created within the state treasury. The state treasurer may receive
money or other assets from any source for deposit into the renew Michigan fund. The state treasurer shall
direct the investment of the fund. The state treasurer shall credit to the fund interest and earnings from fund
investments.

(2) Money in the renew Michigan fund at the close of the fiscal year shall remain in the fund and shall not
lapse to the general fund.

(3) The department of environmental quality shall be the administrator of the renew Michigan fund for
auditing purposes.

(4) Beginning with the 2018-2019 state fiscal year and each fiscal year thereafter, the department shall
expend money from the renew Michigan fund, upon appropriation, only for the following purposes:

(a) 65% of the revenue shall be used for environmental cleanup and redevelopment, including, but not
limited to, addressing contaminated sites and emerging issues that have known or suspected potential to cause
adverse environmental or human health effects. Criteria to determine which sites will be addressed each year
may include, but are not limited to, the following:

(i) Population risk, such as the number of people exposed, whether sensitive populations are exposed, and
whether the exposure occurs in aresidential setting.

(if) Chemical risk, including the type and concentration of chemicals and the public health risk associated
with the chemicals.

(iii) Economic development potential, including the number of jobs, the amount of investment, or the
amount of increase in the property's value.

(b) 13% of the revenue shall be used for waste management, including, but not limited to, oversight of
active landfills, asbestos landfill gas monitoring, and department of environmental quality expenditures for
closure, postclosure monitoring or maintenance, or corrective action for disposal areas that have been licensed
under this part.

(c) 22% of the revenue shall be used for recycling, including, but not limited to, the following:

(i) Materials management planning, including grants to counties, regional planning agencies,
municipalities, and other entities responsible for preparing, implementing, and maintaining materials
management plans.

(i) Local recycling programs, including grants to local units of government and nonprofit and for-profit
entities for recycling infrastructure, local recycling outreach campaigns, and other costs necessary to support
increased recycling.

(iii) Market development, including grants to local units of government and nonprofit and for-profit
entities for purchasing equipment, research and development, or associated activities to provide new or
increased use of recycled materials to support the development of recycling markets.

(5) By December 31 annualy, the department shall prepare and submit to the senate and house
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appropriations committees a report detailing the amount of revenue received by and expenditures from the
renew Michigan fund during the prior fiscal year and the fund balance at the end of the prior fiscal year.

History: Add. 2018, Act 588, Imd. Eff. Dec. 28, 2018.

206.51h Michigan taxpayer rebate fund.

Sec. 51h. (1) The Michigan taxpayer rebate fund is created within the state treasury. The state treasurer
may receive money or other assets from any source for deposit into the Michigan taxpayer rebate fund. The
state treasurer shall direct the investment of the Michigan taxpayer rebate fund. The state treasurer shall credit
to the Michigan taxpayer rebate fund interest and earnings from those fund investments.

(2) Money in the Michigan taxpayer rebate fund at the close of the fiscal year shall remain in that fund and
shall not lapse to the general fund. However, any money in the Michigan taxpayer rebate fund after all rebates
have been issued in accordance with section 476 shall lapse to the general fund at the close of that fiscal year.

(3) The department shall be the administrator of the Michigan taxpayer rebate fund.

(4) Except as otherwise provided under this subsection, if the amendatory act that added this section takes
effect before April 18, 2023, the department shall, upon appropriation as provided in section 695, expend
money from the Michigan taxpayer rebate fund to issue the advance refund payments in accordance with the
rebate and credit authorized under section 476. The department shall not issue any advance refund payments
after December 31, 2023.

History: Add. 2023, Act 4, Eff. Feb. 13, 2024.

206.52 Exemption.

Sec. 52. A person with respect to whom a deduction is allowable to another taxpayer during the tax year is
not considered to have an allowable exemption for purposes of section 30(2) and, notwithstanding sections 51
and 315, if that person has an adjusted gross income for that tax year of $1,500.00 or less, is exempt from the
tax levied and imposed in section 51 and is not required to file areturn under this part.

History: Add. 1988, Act 1, Imd. Eff. Jan. 22, 1988;0 Am. 2011, Act 38, Eff. Jan. 1, 2012;0 Am. 2018, Act 38, Imd. Eff. Feb. 28,
2018.

206.61-206.81 Repealed. 1975, Act 233, Imd. Eff. Aug. 27, 1975.

Compiler's note: The repealed sections pertained to taxes imposed on corporations, financia institutions, and unincorporated
organizations.

206.91 Common trust funds and participants; taxable status.

Sec. 91. (1) A common trust fund meeting the requirements of section 584 of the internal revenue code,
shall not be subject to tax under this part.

(2) Each participant in the common trust fund shall, under rules prescribed by the department, include its
proportionate share of the taxable income whether or not distributed and whether or not distributable.

History: 1967, Act 281, Eff. Oct. 1, 1967;00 Am. 1969, Act 332, Imd. Eff. Nov. 4, 1969;00 Am. 2011, Act 38, Eff. Jan. 1, 2012.
CHAPTER 3

206.101 Repealed. 1970, Act 140, Imd. Eff. Aug. 1, 1970.
Compiler'snote: The repealed section pertained to taxable income attributable to Michigan.

206.102 Income producing activities solely in state.

Sec. 102. In the case of taxable income of a taxpayer whose income-producing activities are confined
solely to this state, the entire taxable income of such taxpayer shall be alocated to this state, except as
otherwise expressly provided in this part.

History: 1967, Act 281, Eff. Oct. 1, 1967;0 Am. 2011, Act 38, Eff. Jan. 1, 2012.

206.103 Taxable income partly attributable to state.

Sec. 103. Any taxpayer having income from business activity which is taxable both within and without this
state, other than the rendering of purely personal services by an individual, shall alocate and apportion his net
income as provided in this part.

History: 1967, Act 281, Eff. Oct. 1, 1967;00 Am. 1970, Act 140, Imd. Eff. Aug. 1, 1970;00 Am. 2011, Act 38, Eff. Jan. 1, 2012.

206.105 Allocation and apportionment of business income taxable in another state.

Sec. 105. For purposes of allocation and apportionment of income from business activity under this part, a
taxpayer is taxable in another state if (a) in that state he is subject to 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 (b) that
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state has jurisdiction to subject the taxpayer to a net income tax regardless of whether, in fact, the state does
or does not.

History: 1967, Act 281, Eff. Oct. 1, 1967;,0 Am. 2011, Act 38, Eff. Jan. 1, 2012.

206.110 Taxable income of individuals, estates, or trusts; definitions; allocation; rents and
royalties.

Sec. 110. (1) For a resident individual, estate, or trust, al taxable income from any source whatsoever,
except that attributable to another state under sections 111 to 115 and subject to section 255, is allocated to
this state.

(2) For anonresident individual, estate, or trust, al taxable income is allocated to this state to the extent it
is earned, received, or acquired in 1 or more of the following ways:

(a) For the rendition of persona services performed in this state.

(b) As a distributive share of the net profits of a business, profession, enterprise, undertaking, or other
activity as the result of work done, services rendered, or other business activities conducted in this state,
except as allocated to another state pursuant to sections 111 to 114 and subject to section 256.

(c) For tax vyears beginning after 1996, as a prize won by the taxpayer under the
McCauley-Traxler-Law-Bowman-McNegly lottery act, 1972 PA 239, MCL 432.1 to 432.47.

(d) Aswinnings that are proceeds of awagering transaction paid on or after October 1, 2003 by a casino or
as a payoff price on awinning ticket that is the result of pari-mutuel wagering at a licensed race meeting if the
casino or licensed race meeting islocated in this state. As used in this subdivision:

(i) "Casino" means a casino regulated by this state under the Michigan gaming control and revenue act,
1996 IL 1, MCL 432.201 to 432.226, or a building on Native American land or land held in trust by the
United States for a federally recognized Indian tribe on which gaming is conducted under the Indian gaming
regulatory act, Public Law 100-497, 102 Stat 2467.

(i) "Pari-mutuel wagering" and "licensed race meeting" mean those terms as used in the horse racing law
of 1995, 1995 PA 279, MCL 431.301 to 431.336.

(3) The respective shares of a nonresident estate or trust and its beneficiaries, including, solely for purposes
of alocation, resident and nonresident beneficiaries, in the income attributable to this state shall be in
proportion to the respective shares of distributable net income of the beneficiaries under the internal revenue
code. If the estate or trust has no distributable net income for the tax year, the share of each beneficiary in the
income attributable to this state shall be in proportion to his or her share of the estate or trust income for that
year, under local law or the terms of the instrument, that is required to be distributed currently and other
amounts of the income distributed in the year. Any balance of the income attributable to this state shall be
allocated to the estate or trust.

(4) Rents and royalties from real or tangible personal property, capital gains, interest, dividends, or patent
or copyright royalties, to the extent that they constitute a nonbusiness income, shall be alocated as provided
in sections 111 to 114.

History: 1967, Act 281, Eff. Oct. 1, 1967;00 Am. 1969, Act 332, Imd. Eff. Nov. 4, 1969;01 Am. 1990, Act 283, Imd. Eff. Dec. 14,
1990;00 Am. 1996, Act 484, Eff. Jan. 1, 1997;0 Am. 2003, Act 21, Imd. Eff. June 24, 2003;00 Am. 2011, Act 38, Eff. Jan. 1, 2012.

206.111 Rents and royalties; allocation.

Sec. 111. (1) Net rents and royalties from real property located in this state are allocable to this state.

(2) Net rents and royalties from tangible personal property are allocable to this state:

(a) If and to the extent that the property is utilized in this state; or

(b) Intheir entirety if the taxpayer is aresident partnership, estate or trust or individual of this state or has a
commercial domicile in this state and the taxpayer is not organized under the laws of or taxable in the state in
which the property is utilized.

(3) The extent of utilization of tangible personal property in a state is determined by multiplying the rents
and royalties by a fraction, the numerator of which is the number of days of physical location of the property
in the state during the rental or royalty period in the taxable year and the denominator of which is the number
of days of physical location of the property everywhere during all rental or royalty periodsin the taxable year.
If the physical location of the property during the rental or royalty period is unknown or unascertainable by
the taxpayer, tangible personal property is utilized in the state in which the property was located at the time
the rental or royalty payer obtained possession.

History: 1967, Act 281, Eff. Oct. 1, 1967;0 Am. 1969, Act 332, Imd. Eff. Nov. 4, 19609.

206.112 Capital gains and losses.
Sec. 112. (1) Capital gains and losses from sales or exchanges of real property located in this state are
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allocable to this state.
(2) Capital gains and losses from sales or exchanges of tangible personal property are allocable to this state
if:
(a) The property had a situsin this state at the time of the sale; or
(b) The taxpayer is a resident partnership, estate or trust or individual of this state or has a commercial
domicilein this state and the taxpayer is not taxable in the state in which the property had a situs.
(3) Capital gains and losses from sales or exchanges of intangible personal property are allocable to this
state if the taxpayer is a resident partnership, estate or trust or individual of this state or has a commercial
domicilein this state.

History: 1967, Act 281, Eff. Oct. 1, 1967;0 Am. 1969, Act 332, Imd. Eff. Nov. 4, 19609.

206.113 Interest and dividends; allocation.
Sec. 113. Interest and dividends are allocable to this state if the taxpayer is aresident partnership, estate or
trust or individual of this state or has acommercial domicile in this state.

History: 1967, Act 281, Eff. Oct. 1, 1967;0 Am. 1969, Act 332, Imd. Eff. Nov. 4, 1969.

206.114 Patent and copyright royalties; allocation.

Sec. 114. (1) Patent and copyright royalties are allocable to this state:

(a) If and to the extent that the patent or copyright is utilized by the payer in this state; or

(b) If and to the extent that the patent or copyright is utilized by the payer in a state in which the taxpayer
is not taxable and the taxpayer is a resident partnership, estate or trust or individual of this state or has a
commercia domicilein this state.

(2) A patent is utilized in a state to the extent that it is employed in production, fabrication, manufacturing
or other processing in the state or to the extent that a patented product is produced in the state. If the basis of
receipts from patent royalties does not permit allocation to states or if the accounting procedures do not reflect
states of utilization, the patent is utilized in this state if the taxpayer is a resident partnership, estate or trust or
individual or has acommercial domicile in this state.

(3) A copyright is utilized in a state to the extent that printing or other publication originates in the state. If
the basis of receipts from copyright royalties does not permit alocation to states or if the accounting
procedures do not reflect states of utilization, the copyright is utilized in this state if the taxpayer is a resident
partnership, estate or trust or individual or has a commercial domicile in this state.

History: 1967, Act 281, Eff. Oct. 1, 1967;0 Am. 1969, Act 332, Imd. Eff. Nov. 4, 1969.

206.115 Apportionment of business income; exception; calculation.

Sec. 115. (1) Before January 1, 2012, all business income, other than income from transportation services,
shall be apportioned to this state by multiplying the income by a fraction, the numerator of which is the
property factor plus the payroll factor plus the sales factor, and the denominator of which is 3.

(2) After December 31, 2011, all business income, other than income from transportation services, shall be
apportioned to this state by multiplying the income by the sales factor calculated under section 121.

History: 1967, Act 281, Eff. Oct. 1, 1967;,0 Am. 1975, Act 233, Imd. Eff. Aug. 27, 1975;0 Am. 2011, Act 38, Eff. Jan. 1, 2012;0
Am. 2011, Act 178, Eff. Jan. 1, 2012.

206.116-206.120 Repealed. 2011, Act 38, Eff. Jan. 1, 2012.

Compiler's note: The repealed sections pertained to property factor, rental rate, average property value, determination of payroll
factor, and determination of compensation paid in state.

206.121 Sales factor; determination.

Sec. 121. The sales factor is a fraction, the numerator of which is the total sales of the taxpayer in this state
during the tax period, and the denominator of which is the total sales of the taxpayer everywhere during the
tax period.

History: 1967, Act 281, Eff. Oct. 1, 1967.

206.122 Sales of tangible personalty within Michigan.

Sec. 122. Sales of tangible personal property arein this state if:

(a) The property is delivered or shipped to a purchaser, other than the United States government, within
this state regardless of the f.0.b. point or other conditions of the sale; or

(b) The property is shipped from an office, store, warehouse, factory or other place of storage in this state
and (i) the purchaser is the United States government or (ii) the taxpayer is not taxable in the state of the
purchaser.
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History: 1967, Act 281, Eff. Oct. 1, 1967.

206.123 Sales other than sales of tangible personalty within state.
Sec. 123. Sales, other than sales of tangible personal property, arein this state if;
(8) The income-producing activity is performed in this state; or
(b) The income-producing activity is performed both in and outside this state and a greater proportion of
the income-producing activity is performed in this state than outside this state, based on costs of performance.
History: 1967, Act 281, Eff. Oct. 1, 1967.

206.125 Repealed. 1975, Act 233, Imd. Eff. Aug. 27, 1975.

Compiler'snote: The repealed section pertained to taxable income of domestic insurers.

206.131 Transportation services; sections applicable.

Sec. 131. The taxable income of a taxpayer whose income-producing activities consist of transportation
services rendered partly within and partly without the state shall be determined under the provisions of
sections 132 to 134.

History: 1967, Act 281, Eff. Oct. 1, 1967.

206.132 Transportation other than of oil or gas by pipeline; revenue mile; taxable income.

Sec. 132. In the case of taxable income other than that derived from the transportation of oil or gas by
pipeling, that portion of the net income of the taxpayer derived from transportation services wherever
performed that the revenue miles of the taxpayer in Michigan bear to the revenue miles of the taxpayer
everywhere. A revenue mile means the transportation for a consideration or 1 net ton in weight or 1 passenger
the distance of 1 mile. The taxable income attributable to Michigan sources in the case of ataxpayer engaged
in the transportation both of property and of individuals shall be that portion of the entire net income of the
taxpayer which is equal to the average of his 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. If it is shown to the satisfaction of the department that the foregoing information
is not available or cannot be obtained without unreasonable expense to the taxpayer, the commissioner may
use such other data which may be available and which in the opinion of the department will result in an
equitable allocation of such receiptsto this state.

History: 1967, Act 281, Eff. Oct. 1, 1967;0 Am. 2011, Act 38, Eff. Jan. 1, 2012.

206.133 Transportation of oil by pipeline; taxable income.

Sec. 133. In the case of taxable income derived from the transportation of oil by pipeline, that portion of
the net income of the taxpayer derived from the pipeline transportation of oil everywhere that the barrel miles
transported in Michigan bear to the barrel miles transported by the taxpayer everywhere.

History: 1967, Act 281, Eff. Oct. 1, 1967.

206.134 Transportation of gas by pipeline; taxable income.

Sec. 134. In the case of taxable income derived from the transportation of gas by pipeline, net income
attributable to Michigan shall be that portion of the taxable income of the taxpayer derived from the pipeline
transportation of gas everywhere that the thousand cubic feet miles transported in Michigan bear to the
thousand cubic feet miles transported by the taxpayer everywhere.

History: 1967, Act 281, Eff. Oct. 1, 1967.

206.151 Repealed. 1975, Act 233, Imd. Eff. Aug. 27, 1975.
Compiler'snote: The repealed section pertained to taxable income of financial organizations.

206.191 Sales not exceeding $100,000; taxable income.

Sec. 191. (1) If the taxpayer's only activities within this state consist of sales and do not include owning or
renting real estate or tangible persona property and whose dollar volume of gross sales made during the tax
year within the state is not in excess of $100,000.00 the taxpayer may elect for that year:

(a) To report and pay atax on net income arrived at by multiplying total sales in this state for the taxable
year by the ratio of net income from operations to total sales as reported on his federal income tax return for
the same taxable year; or

(b) Report and pay atax of 2/5 of 1% on total salesin this state, whichever method reflects the lesser tax
liahility.
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(2) The election is not available for any taxable year for which a consolidated return is required.
History: 1967, Act 281, Eff. Oct. 1, 1967.

206.195 Alternative methods of allocation and apportionment; approval.

Sec. 195. (1) If the allocation and apportionment provisions of this part do not fairly represent the extent of
the taxpayer's business activity in this state, the taxpayer may petition for or the department may require, in
respect to al or any part of the taxpayer's business activity, if reasonable:

(a) Separate accounting;

(b) Theinclusion of 1 or more additional factors which will fairly represent the taxpayer's business activity
in this state.

(c) The employment of any other method to effectuate an equitable allocation and apportionment of the
taxpayer's taxable income.

(2) An aternative method will be effective only with approval by the department.

History: 1967, Act 281, Eff. Oct. 1, 1967;0 Am. 2011, Act 38, Eff. Jan. 1, 2012.
CHAPTER 4

206.201 Exemption of persons exempt from federal income tax; exceptions.

Sec. 201. (1) A person who is exempt from federal income tax pursuant to the provisions of the internal
revenue code shall be exempt from the tax imposed by this part except the unrelated taxable business income
of an exempt person as determined under the internal revenue code.

(2) Nothing in this section shall exempt a person from the withholding and information return provisions of
this part.

History: 1967, Act 281, Eff. Oct. 1, 1967;0 Am. 1969, Act 332, Imd. Eff. Nov. 4, 1969;00 Am. 1975, Act 233, Imd. Eff. Aug. 27,
1975;0 Am. 2011, Act 38, Eff. Jan. 1, 2012.

206.211, 206.221 Repealed. 1975, Act 233, Imd. Eff. Aug. 27, 1975.

Compiler's note: The repealed sections pertained to exemptions for foreign or aien insurers and for nonresident financial
institutions.

CHAPTER 5

206.251 Credit for taxes withheld; election to treat as total tax.

Sec. 251. (1) The amount withheld under section 703 shall be allowed to the recipient of the compensation
as a credit against the tax imposed on him or her by this part.

(2) The amount so withheld during any calendar year shall be allowed as a credit for the taxable year
beginning in such calendar year. If more than 1 taxable year begins in a calendar year, such amount shall be
allowed as a credit for the last taxable year so beginning.

History: 1967, Act 281, Eff. Oct. 1, 1967;0 Am. 1969, Act 332, Imd. Eff. Nov. 4, 1969;00 Am. 2011, Act 38, Eff. Jan. 1, 2012;00
Am. 2011, Act 174, Eff. Jan. 1, 2012.

206.252, 206.253 Repealed. 2011, Act 38, Eff. Jan. 1, 2012.

Compiler'snote: The repealed sections pertained to Headlee amendment refund and tax credit relating to purchase and installation of
qualified home improvement.

206.254 Flow-through entity members; tax credit for tax paid by the flow-through entity;

refundable.

Sec. 254. (1) Except as otherwise provided under this section, for tax years beginning on and after January
1, 2021, ataxpayer who is either a member of a flow-through entity that elects to file a return and pay the tax
imposed under part 4 or adirect or indirect member of another flow-through entity that elects to file areturn
and pay the tax imposed under part 4 may claim a credit against the tax imposed under this part in an amount
equal to the member's allocated share of the tax as reported to the member by the flow-through entity pursuant
to section 839(1)(d) for the tax year ending on or within the taxpayer's same tax year. A nonresident estate or
trust may claim a credit against the tax imposed under this part in an amount equal to the nonresident estate's
or trust's allocated share of the tax as reported to the nonresident estate or trust pursuant to section 839(1)(d)
for the tax year ending on or within the taxpayer's same tax year multiplied by a percentage equa to a
fraction, the numerator of which is 100 minus the rate imposed under section 51, and the denominator of
which is 100.

(2) For ataxpayer that is an estate or trust, the amount of the credit allowed under this section shall be
determined by multiplying the amount calculated under subsection (1) by a percentage equal to a fraction, the
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numerator of which is the flow-through entity business income tax base that is retained by the estate or trust
and the denominator of which is the total flow-through entity business income tax base that is included in
distributable net income.

(3) For ataxpayer who is a beneficiary of an estate or trust that is either a member of a flow-through entity
that elects to file a return and pay the tax imposed under part 4 or a direct or indirect member of another
flow-through entity that elects to file a return and pay the tax imposed under part 4, the amount of the credit
allowed under this section is equal to the allocable share of the tax imposed under part 4 for the year ending
on or within the taxpayer's same tax year as reported to the beneficiary in accordance with section 839(2).

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

(5) For tax years ending in 2021 only, if the taxpayer claims a credit under this section and the annual
return filed under this part on which the credit under this section is claimed results in a refund, any portion of
that refund that is attributable to the credit claimed under this section is not subject to added interest under
section 30(3), (4), and (5) of 1941 PA 122, MCL 205.30.

History: Add. 2021, Act 135, Imd. Eff. Dec. 21, 2021.

Compiler'snote: Enacting section 1 of Act 135 of 2021 provides:
"Enacting section 1. This amendatory act is retroactive and intended to apply retroactively effective for tax years beginning on and
after January 1, 2021."

206.255 Credit for tax imposed by another state, District of Columbia, or Canadian province;
allowance of Canadian provincial credit; maximum credit.

Sec. 255. (1) A resident individual or resident estate or trust is allowed a credit against the tax due under
this part for the amount of an income tax imposed on the resident individual or resident estate or trust for the
tax year by another state of the United States, a political subdivision of another state of the United States, the
District of Columbia, or a Canadian province, on income derived from sources outside this state that is also
subject to tax under this part or the amount determined under subsection (3), whichever is less. For purposes
of the Canadian provincial credit, the credit is allowed for only that portion of the provincial tax not claimed
as a credit for federal income tax purposes. It is presumed that the Canadian federal income tax is claimed
first. The provincial tax claimed as a carryover deduction as provided in the internal revenue code is not
allowed as a credit under this section.

(2) The Canadian provincial credit shall be allowed for the 1978 tax year and for each tax year after 1978.

(3) The credit under this section shall not exceed an amount determined by dividing income that is subject
to taxation both in this state and in another jurisdiction by taxable income and then multiplying that result by
the taxpayer's tax liability before any credits are deducted.

History: 1967, Act 281, Eff. Oct. 1, 1967;00 Am. 1969, Act 332, Imd. Eff. Nov. 4, 1969;01 Am. 1978, Act 589, Imd. Eff. Jan. 4, 1979
;0 Am. 1979, Act 30, Imd. Eff. June 14, 1979;0 Am. 1982, Act 515, Imd. Eff. Dec. 31, 1982;00 Am. 1987, Act 254, Imd. Eff. Dec. 28,
1987;0 Am. 1996, Act 484, Eff. Jan. 1, 1997;0 Am. 2011, Act 38, Eff. Jan. 1, 2012.

Compiler's note: Section 2 of Act 515 of 1982 provides: “(1) Section 255 of this amendatory act shall be effective for the 1979 tax
year and each tax year thereafter.

(2) Section 301 of this amendatory act shall take effect for tax years beginning on or after January 1, 1983.
(3) Section 520 of this amendatory act shall take effect for tax years beginning on or after January 1, 1981.”

206.256 Tax exemption in other states by nonresidents; reciprocal agreement.

Sec. 256. For a nonresident individual, estate, or trust, if the laws of the state of residence exempt a
resident of this state from liability for the payment of income taxes on income earned for persona services
performed in that state, the department may enter into a reciprocal agreement with that state to provide a
similar tax exemption for that state's residents on income earned for personal services performed in this state.

History: 1967, Act 281, Eff. Oct. 1, 1967;,0 Am. 1969, Act 332, Imd. Eff. Nov. 4, 1969;00 Am. 1996, Act 484, Eff. Jan. 1, 1997;0
Am. 2011, Act 38, Eff. Jan. 1, 2012.

206.257 Repealed. 2011, Act 38, Eff. Jan. 1, 2012.

Compiler'snote: The repealed section pertained to tax credit for city income taxes.

206.258 Repealed. 1975, Act 233, Imd. Eff. Aug. 27, 1975.
Compiler'snote: The repealed section pertained to credit for personal property taxes paid on inventories.

206.260, 206.261 Repealed. 2011, Act 38, Eff. Jan. 1, 2012.

Compiler's note: The repealed sections pertained to tax credit for certain charitable contributions and to certain community
foundations.
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206.262 Repealed. 1996, Act 484, Eff. Jan. 1, 1997.
Compiler'snote: The repealed section pertained to tax credits for solar, wind, or water energy conversion devices.

206.263 Repealed. 1996, Act 484, Eff. Jan. 1, 1996.
Compiler'snote: The repealed section pertained to agricultural products gleaned from agricultural property.

206.264 Repealed. 2011, Act 38, Eff. Jan. 1, 2012.

Compiler'snote: The repealed section pertained to tax credit for contribution to medical care savings account.

206.265 Credit against tax; determining amount; eligibility; limitation; refund.

Sec. 265. (1) For the 1989 tax year and each tax year after 1989, a taxpayer may credit against the tax
imposed by this part for the tax year an amount equal to the tax paid in any prior tax year attributable to
income received by the taxpayer in any prior tax year and repaid by the taxpayer during the tax year if the
taxpayer is eligible for a deduction or credit against his or her federal tax liability pursuant to section 1341 of
the internal revenue code based on the repayment for the tax year. A credit under this section for atax year is
allowed only if the repayment for which a deduction or credit was taken pursuant to section 1341 of the
internal revenue code is not deducted in calculating the taxpayer's adjusted gross income for the tax year.

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

History: Add. 1993, Act 128, Imd. Eff. July 22, 1993;0] Am. 1998, Act 19, Imd. Eff. Mar. 12, 1998;00 Am. 2011, Act 38, Eff. Jan. 1,
2012,

Compiler'snote: Enacting section 1 of Act 19 of 1998 provides:
“This amendatory act is effective for tax years beginning after 1988.”

206.266 Rehabilitation of historic resource; tax credit; plan; certification; revocation of
certificate or sale of historic resource; rules; report; definitions.

Sec. 266. (1) A quaified taxpayer with a rehabilitation plan certified after December 31, 1998 and before
January 1, 2012 may credit against the tax imposed by this part the amount determined pursuant to subsection
(2) for the qualified expenditures for the rehabilitation of a historic resource pursuant to the rehabilitation plan
in the year in which the certification of completed rehabilitation of the historic resource is issued. Only those
expenditures that are paid or incurred during the time periods prescribed for the credit under section 47(a)(2)
of the internal revenue code and any related treasury regulations shall be considered qualified expenditures.

(2) The credit allowed under this section shall be 25% of the qualified expenditures that are €igible, or
would have been eligible except that the taxpayer elected to transfer the credit under subsection (12), for the
credit under section 47(a)(2) of the internal revenue code if the taxpayer is eligible for the credit under section
47(a)(2) of the interna revenue code or, if the taxpayer is not eligible for the credit under section 47(a)(2) of
the internal revenue code, 25% of the qualified expenditures that would qualify under section 47(a)(2) of the
internal revenue code except that the expenditures are made to a historic resource that is not eligible for the
credit under section 47(a)(2) of theinternal revenue code, subject to both of the following:

(a) A taxpayer with qualified expenditures that are eligible for the credit under section 47(a)(2) of the
internal revenue code may not claim a credit under this section for those qualified expenditures unless the
taxpayer has claimed and received a credit for those qualified expenditures under section 47(a)(2) of the
internal revenue code or the taxpayer has elected to transfer the credit under subsection (12).

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

(3) To be digible for the credit under this section, the taxpayer shall apply to and receive from the
Michigan state housing development authority that the historic significance, the rehabilitation plan, and the
completed rehabilitation of the historic resource meet the criteria under subsection (6) and either of the
following:

(a) All of the following criteria:

(i) The historic resource contributes to the significance of the historic district in which it islocated.

(if) Both the rehabilitation plan and completed rehabilitation of the historic resource meet the federa
secretary of the interior's standards for rehabilitation and guidelines for rehabilitating historic buildings, 36
CFR part 67.

(iii) All rehabilitation work has been done to or within the walls, boundaries, or structures of the historic
resource or to historic resources located within the property boundaries of the resource.

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

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

(5) The authority may inspect a historic resource at any time during the rehabilitation process and may
revoke certification of completed rehabilitation if the rehabilitation was not undertaken as represented in the
rehabilitation plan or if unapproved aterations to the completed rehabilitation are made during the 5 years
after the tax year in which the credit was claimed. The authority shall promptly notify the department of a
revocation.

(6) Qualified expenditures for the rehabilitation of a historic resource may be used to calculate the credit
under this section if the historic resource meets 1 of the criteria listed in subdivision (a) and 1 of the criteria
listed in subdivision (b):

(a) Theresourceis 1 of the following during the tax year in which a credit under this section is claimed for
those qualified expenditures:

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

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

(iif) A contributing resource located within a historic district designated by a local unit pursuant to an
ordinance adopted under the local historic districts act, 1970 PA 169, MCL 399.201 to 399.215.

(b) The resource meets 1 of the following criteria during the tax year in which a credit under this section is
claimed for those qualified expenditures:

(i) The historic resource is located in a designated historic district in a local unit of government with an
existing ordinance under the local historic districts act, 1970 PA 169, MCL 399.201 to 399.215.

(if) The historic resource is located in an incorporated local unit of government that does not have an
ordinance under the local historic districts act, 1970 PA 169, MCL 399.201 to 399.215, and has a population
of less than 5,000.

(iii) The historic resourceis located in an unincorporated local unit of government.

(iv) The historic resource is located in an incorporated local unit of government that does not have an
ordinance under the loca historic districts act, 1970 PA 169, MCL 399.201 to 399.215, and is located within
the boundaries of an association that has been chartered under 1889 PA 39, MCL 455.51 to 455.72.

(v) The historic resource is subject to a historic preservation easement.

(7) A credit amount assigned under section 39c(7) of former 1975 PA 228 or section 435 of the Michigan
business tax act, 2007 PA 36, MCL 208.1435, may be clamed against the partner's, member's, or
shareholder's tax liability under this part as provided in section 39c(7) of former 1975 PA 228 or section 435
of the Michigan business tax act, 2007 PA 36, MCL 208.1435.

(8) If the credit allowed under this section for the tax year and any unused carryforward of the credit
allowed by this section exceed the taxpayer's tax liability for the tax year, that portion that exceeds the tax
liahility for the tax year shall not be refunded but may be carried forward to offset tax liability in subsequent
tax years for 10 years or until used up, whichever occurs first. For projects for which a certificate of
completed rehabilitation is issued for atax year beginning after December 31, 2008 and for which the credit
amount allowed is less than $250,000.00, a qualified taxpayer may elect to forgo the carryover period and
receive a refund of the amount of the credit that exceeds the qualified taxpayer's tax liability. The amount of
the refund shall be equal to 90% of the amount of the credit that exceeds the qualified taxpayer's tax liability.
An election under this subsection shall be made in the year that a certificate of completed rehabilitation is
issued and shall be irrevocable.

(9) For tax years beginning before January 1, 2009, if ataxpayer sells a historic resource for which a credit
under this section was claimed less than 5 years after the year in which the credit was claimed, the following
percentage of the credit amount previously claimed relative to that historic resource shall be added back to the
tax liability of the taxpayer in the year of the sale:

(a) If the saleislessthan 1 year after the year in which the credit was claimed, 100%.

(b) If the saleisat least 1 year but less than 2 years after the year in which the credit was claimed, 80%.

(c) If thesaleis at least 2 years but less than 3 years after the year in which the credit was claimed, 60%.

(d) If the saleis at |least 3 years but less than 4 years after the year in which the credit was claimed, 40%.

(e) If thesaleis at least 4 years but less than 5 years after the year in which the credit was claimed, 20%.

(f) If the saleis 5 years or more after the year in which the credit was claimed, an addback to the taxpayer's
tax liability shall not be made.
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(10) For tax years beginning before January 1, 2009, if a certification of completed rehabilitation is
revoked under subsection (5) less than 5 years after the year in which a credit was claimed, the following
percentage of the credit amount previously claimed relative to that historic resource shall be added back to the
tax liability of the taxpayer in the year of the revocation:

(a) If therevocation islessthan 1 year after the year in which the credit was claimed, 100%.

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

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

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

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

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

(11) For tax years beginning after December 31, 2008, if a certificate of completed rehabilitation is
revoked under subsection (5) or if the historic resource is sold or disposed of less than 5 years after being
placed in service as defined in section 47(b)(1) of the internal revenue code and related treasury regulations,
the following percentage of the credit amount previoudly claimed relative to that historic resource shall be
added back to the tax liability of the qualified taxpayer that received the certificate of completed rehabilitation
and not the assignee in the year of the revocation:

(a) If the revocation islessthan 1 year after the historic resourceis placed in service, 100%.

(b) If the revocation is at least 1 year but less than 2 years after the historic resource is placed in service,
80%.

(c) If the revocation is at least 2 years but less than 3 years after the historic resource is placed in service,
60%.

(d) If the revocation is at least 3 years but less than 4 years after the historic resource is placed in service,
40%.

(e) If the revocation is at least 4 years but less than 5 years after the historic resource is placed in service,
20%.

(f) If the revocation is at least 5 years or more after the historic resource is placed in service, an addback to
the qualified taxpayer tax liability shall not be required.

(12) A qualified taxpayer who receives a certificate of completed rehabilitation after December 31, 2008
may elect to forgo claiming the credit and transfer the credit along with the ownership of the property for
which the credit may be claimed to a new owner. The new owner shall be treated as the qualified taxpayer
having incurred the rehabilitation costs and shall be subject to the recapture provisions under subsection (11)
if the new owner sells or disposes of the property within 5 years after the new owner acquired the property.
For purposes of this subsection and subsection (11), the placed in service date for a new owner is the date the
new owner acquired the property for which the credit is claimed.

(13) The authority may impose a fee to cover the administrative cost of implementing the program under
this section.

(14) The qualified taxpayer shall attach all of the following to the qualified taxpayer's annual return under
this part:

(a) Certification of completed rehabilitation.

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

(c) A completed assignment form if the qualified taxpayer is an assignee under section 39c of former 1975
PA 228 or section 435 of the Michigan business tax act, 2007 PA 36, MCL 208.1435, of any portion of a
credit allowed under that section.

(15) The authority may promulgate rules to implement this section pursuant to the administrative
procedures act of 1969, 1969 PA 306, MCL 24.201 to 24.328.

(16) The total of the credits claimed under this section and section 39c of former 1975 PA 228 or section
435 of the Michigan business tax act, 2007 PA 36, MCL 208.1435, for a rehabilitation project shall not
exceed 25% of the total qualified expenditures eligible for the credit under this section for that rehabilitation
project.

(17) The authority shall report al of the following to the legislature annually for the immediately preceding
state fiscal year:

(a) The fee schedule used by the center and the total amount of fees collected.
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(b) A description of each rehabilitation project certified.

(c) Thelocation of each new and ongoing rehabilitation project.

(18) Asused in this section:

(a) "Contributing resource” means a historic resource that contributes to the significance of the historic
districtin which it is located.

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

(c) "Historic resource" means a publicly or privately owned historic building, structure, site, object,
feature, or open space located within a historic district designated by the national register of historic places,
the state register of historic sites, or a local unit acting under the local historic districts act, 1970 PA 169,
MCL 399.201 to 399.215; or that isindividually listed on the state register of historic sites or national register
of historic places and includes all of the following:

(i) An owner-occupied personal residence or a historic resource located within the property boundaries of
that personal residence.

(i) An income-producing commercial, industrial, or residential resource or a historic resource located
within the property boundaries of that resource.

(iif) A resource owned by a governmental body, nonprofit organization, or tax-exempt entity that is used
primarily by a taxpayer lessee in a trade or business unrelated to the governmental body, nonprofit
organization, or tax-exempt entity and that is subject to tax under this part.

(iv) A resource that is occupied or utilized by a governmental body, nonprofit organization, or tax-exempt
entity pursuant to along-term lease or |ease with option to buy agreement.

(V) Any other resource that could benefit from rehabilitation.

(d) "Local unit" means a county, city, village, or township.

(e) "Long-term lease" means a lease term of at least 27.5 years for a residential resource or at least 31.5
years for anonresidential resource.

(f) "Michigan state housing development authority” or "authority” means the public body corporate and
politic created by section 21 of the state housing development authority act of 1966, 1966 PA 346, MCL
125.1421.

(g) "Open space" means undeveloped land, a naturally landscaped area, or a forma or man-made
landscaped areathat provides a connective link or a buffer between other resources.

(h) "Person” means an individual, partnership, corporation, association, governmental entity, or other legal
entity.

(i) "Qualified expenditures’ means capital expenditures that qualify, or would qualify except that the
taxpayer elected to transfer the credit under subsection (12), for a rehabilitation credit under section 47(a)(2)
of the internal revenue code if the taxpayer is eligible for the credit under section 47(a)(2) of the interna
revenue code or, if the taxpayer is not eligible for the credit under section 47(a)(2) of the internal revenue
code, the qualified expenditures that would qualify under section 47(a)(2) of the internal revenue code except
that the expenditures are made to a historic resource that is not eligible for the credit under section 47(a)(2) of
the internal revenue code, that were paid. Qualified expenditures do not include capital expenditures for
nonhistoric additions to a historic resource except an addition that is required by state or federal regulations
that relate to historic preservation, safety, or accessibility.

()) "Qualified taxpayer" means a person that is an assignee under section 39c of former 1975 PA 228 or
section 435 of the Michigan business tax act, 2007 PA 36, MCL 208.1435, or either owns the resource to be
rehabilitated or has a long-term lease agreement with the owner of the historic resource and that has qualified
expenditures for the rehabilitation of the historic resource equal to or greater than 10% of the state equalized
valuation of the property. If the historic resource to be rehabilitated is a portion of a historic or nonhistoric
resource, the state equalized valuation of only that portion of the property shall be used for purposes of this
subdivision. If the assessor for the local tax collecting unit in which the historic resource is located determines
the state equalized valuation of that portion, that assessor's determination shall be used for purposes of this
subdivision. If the assessor does not determine that state equalized valuation of that portion, qualified
expenditures, for purposes of this subdivision, shall be equal to or greater than 5% of the appraised value as
determined by a certified appraiser. If the historic resource to be rehabilitated does not have a state equalized
valuation, qualified expenditures for purposes of this subdivision shall be equal to or greater than 5% of the
appraised value of the resource as determined by a certified appraiser.

(k) "Rehabilitation plan™ means a plan for the rehabilitation of a historic resource that meets the federal
secretary of the interior's standards for rehabilitation and guidelines for rehabilitation of historic buildings
under 36 CFR part 67.
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History: Add. 1998, Act 535, Imd. Eff. Jan. 19, 1999;0 Am. 1999, Act 214, Imd. Eff. Dec. 28, 1999;00 Am. 2001, Act 70, Imd. Eff.
July 24, 2001;0 Am. 2006, Act 52, Imd. Eff. Mar. 9, 2006;00 Am. 2007, Act 94, Imd. Eff. Oct. 1, 2007;0 Am. 2008, Act 447, Imd. Eff.
Jan. 9, 2009;00 Am. 2011, Act 38, Eff. Jan. 1, 2012.

Compiler'snote: Enacting section 1 of Act 52 of 2006 provides:

"Enacting section 1. This amendatory act is effective for tax years that begin after December 31, 2004."

For transfer of powers and duties of department of history, arts, and libraries or the Michigan historical center relating to the
identification, certification, and preservation of historical sites to the Michigan state housing development authority, see E.R.O. No.
2009-26, compiled at MCL 399.752.

For transfer of powers and duties of the state historic preservation office relating to the identification, certification, and preservation
of historical sites from the Michigan state housing development authority to the Michigan strategic fund, see E.R.O. No. 2019-3,
compiled at MCL 125.1998.

Administrativerules: R 206.151 et seg. of the Michigan Administrative Code.

206.266a Rehabilitation of historic resource; tax credit; plan; certification; revocation of
certificate or sale of historic resource; rules; report; definitions.

Sec. 266a. (1) Subject to the limitations under this section, a qualified taxpayer with a certificate of
completed rehabilitation issued pursuant to subsection (4) after December 31, 2020 and before January 1,
2031 may credit against the tax imposed by this part the amount determined pursuant to subsection (2) for the
qualified expenditures for the rehabilitation of a historic resource pursuant to the rehabilitation plan in the
year in which the certificate of completed rehabilitation of the historic resource is issued. The qualified
taxpayer shall initially claim a credit under this section within 5 years after the certificate of completed
rehabilitation is issued pursuant to subsection (4). If the credit is not initially claimed within 5 years after the
certificate is issued, the certificate is no longer valid and the qualified taxpayer is no longer eligible to claim a
credit under this section for that rehabilitation plan. Only those expenditures that are paid or incurred during
the time periods prescribed for the credit under section 47(a)(2) of the internal revenue code and any related
treasury regulations shall be considered qualified expenditures.

(2) Subject to the limitations under this section, a qualified taxpayer that has claimed and received a credit
for qualified expenditures under section 47(a)(2) of theinterna revenue code or has entered into an agreement
under subsection (10) may claim a credit under this section equal to 25% of the qualified expenditures that are
eligible, or would have been eligible except that the qualified taxpayer entered into an agreement under
subsection (10), for the credit under section 47(a)(2) of the internal revenue code or, if the qualified taxpayer
is not eligible for the credit under section 47(a)(2) of the internal revenue code, 25% of the qualified
expenditures that would qualify under section 47(a)(2) of the internal revenue code except that the
expenditures are made to a historic resource that is not eligible for the credit under section 47(a)(2) of the
internal revenue code.

(3) To be eligible for the credit under this section, a person shall submit an application and a rehabilitation
plan to the state historic preservation office. Completed applications must be considered in the order in which
the office received the completed applications and approved or denied within 120 days of receipt of the
completed applications. If the office determines that the application is complete and the rehabilitation plan
meets the criteria for a credit under this section, the office shall issue a preapproval letter to the applicant that
states that the rehabilitation plan qualifies for the credit under this section and the maximum total amount of
the credit reserved for which a credit may be claimed when the project is complete and a certificate of
completed rehabilitation is issued for qualified expenditures pursuant to that rehabilitation plan. If an
application is denied under this subsection, the applicant may file an appeal in a form and manner as
prescribed by the office or subsequently reapply for the same rehabilitation plan or for another rehabilitation
plan, or both. Subject to the limitations under this section, the total of all credits reserved under preapproval
letters for rehabilitation plans approved under this section and section 676 shall not exceed $5,000,000.00 per
calendar year. To the extent the office receives applications for the rehabilitation of small nonresidential
historic resources for credits in excess of $2,000,000.00, not less than $2,000,000.00 of the $5,000,000.00
each calendar year shall be approved for small nonresidential historic resources. To the extent the office
receives applications for the rehabilitation of large nonresidential historic resources for credits in excess of
$2,000,000.00, not less than $2,000,000.00 of the $5,000,000.00 each calendar year shall be approved for
large nonresidential historic resources. To the extent the office receives applications for the rehabilitation of
residential historic resources for credits in excess of $1,000,000.00, not less than $1,000,000.00 of the
$5,000,000.00 each calendar year shall be approved for residential historic resources. The office shall not
issue a preapproval letter or certificate of completed rehabilitation that authorizes a qualified taxpayer to
claim a credit of more than $2,000,000.00 in a single tax year for the same historic resource. If, for any
calendar year, the office issues preapproval letters and reserves the maximum amount of tax credits allowed
under this section for that calendar year, the office shall notify all applicants who have submitted completed

Rendered Tuesday, April 9, 2024 Page 28 Michigan Compiled Laws Complete Through PA 28 of 2024
O Courtesy of www.legislature.mi.gov



applications and rehabilitation plans then awaiting approval or submitted for approval after the calculation is
made that no additional preapproval letters for rehabilitation plans will be issued during that calendar year.
The office shall aso notify those applicants of the priority number given to the applicant's application and
rehabilitation plan awaiting approval. The applications and plans will remain in priority status for 2 years
from the date of the original application and plan and will be considered for approval and reservation of tax
creditsin the priority order established in this subsection in the event that additional credits become available
resulting from the rescission of approvals under this subsection or subsection (5) and at the beginning of the
next calendar year. An applicant that has received a preapproval letter shall commence rehabilitation, if it has
not previously begun, within 1 year after the issuance of the preapproval letter and compl ete the rehabilitation
plan within 8 years after the issuance of the preapproval letter or the office will rescind the preapproval letter
and redlocate the amount of the credit reserved for that rehabilitation plan. Upon completion of a
rehabilitation plan for which a preapproval letter was issued, the applicant shall submit to the office
documentation that the rehabilitation is complete and the completed rehabilitation of the historic resource
meets the criteria under subsection (6) and either of the following:

(& All of the following criteria

(i) The historic resource contributes to the significance of the historic district in which it is located or is
individually listed on the National Register of Historic Places or state register of historic sites.

(if) Both the rehabilitation plan and completed rehabilitation of the historic resource meet the federa
secretary of the interior's standards for rehabilitation and guidelines for rehabilitating historic buildings, 36
CFR part 67.

(iii) All rehabilitation work has been done to or within the walls, boundaries, or structures of the historic
resource or to historic resources located within the property boundaries of the resource.

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

(4) The office shall verify that the rehabilitation is complete and meets the criteria under subsection (3).
However, if the applicant is eligible for the credit allowed under section 47(a)(2) of the internal revenue code,
additional documentation that the rehabilitation is complete for the credit allowed under this section is not
required. Within 120 days after receiving verification, in a form and manner as prescribed by the office, that
the rehabilitation is complete and meets the requirements of subsection (3), the office shall issue a certificate
of completed rehabilitation to the applicant that states the rehabilitation plan submitted by the applicant has
been completed, the amount of qualified expenditures, and the total amount of the credit allowed to be
claimed by a qualified taxpayer under this section. If the amount of qualified expenditures incurred exceeds
the amount of the tax credits reserved by the preapproval letter issued under subsection (3), the applicant may
submit a request to the office, in aform and manner as prescribed by the office, for the issuance and approval
of a certificate of completed rehabilitation in excess of the amount initially authorized in the preapproval
letter. If the office determines that less than $5,000,000.00 has been reserved under preapproval letters issued
for the calendar year, after priority has been given to those notified under subsection (3), then the office may
issue a certificate of completed rehabilitation in excess of the amount included in the preapproval |etter.

(5) The office may inspect a historic resource at any time during the rehabilitation process and may revoke
the preapprova letter or the certificate of completed rehabilitation if the rehabilitation was not undertaken as
represented in the rehabilitation plan or if unapproved alterations to the completed rehabilitation are made
within 5 years after the tax year in which the certificate of completed rehabilitation was issued. The office
shall promptly notify the department of a revocation.

(6) Qualified expenditures for the rehabilitation of a historic resource may be used to calculate the credit
under this section if the historic resource is 1 of the following during the tax year in which a credit under this
section is claimed for those qualified expenditures:

(a) Individually listed on the National Register of Historic Places or state register of historic sites.

(b) A contributing resource located within a historic district listed on the National Register of Historic
Places or the state register of historic sites.

(c) A contributing resource located within a historic district designated by a local unit pursuant to an
ordinance adopted under the local historic districts act, 1970 PA 169, MCL 399.201 to 399.215.

(7) A person that has been issued a certificate of completed rehabilitation under subsection (4) may assign
al or any portion of the credit allowed under this section. A credit assignment under this subsection is
irrevocable and shall be made in the tax year in which a certificate of completed rehabilitation is issued. A
qualified taxpayer may claim a portion of a credit and assign the remaining amount. If the qualified taxpayer
both claims and assigns portions of the credit, the qualified taxpayer shall claim the portion it claimsin the tax
year in which a certificate of completed rehabilitation is issued pursuant to this section. Except as otherwise
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provided under this subsection, an assignee may subsequently assign the credit or any portion of the credit
assigned under this subsection to 1 or more assignees. An assignment or subsequent reassignment of a credit
shall be made in the year the certificate of completed rehabilitation is issued. A credit assignment or
subsequent reassignment under this section shall be made on a form prescribed by the office. The office shall
review and issue a completed assignment or reassignment certificate to the assignee or reassignee. A credit
amount assigned under this subsection may be claimed against the assignee's tax liability under this part or
part 2. A credit amount authorized or assigned to a partnership, limited liability company, or subchapter S
corporation under this section or section 676 may be claimed against the partner's, member's, or shareholder's
tax liability under this part based on the partner's, member's, or shareholder's proportionate share of ownership
or an alternative method approved by the office. An assignee or subsequent reassignee shall attach a copy of
the completed assignment certificate to the annual return required to be filed under this part for the tax year in
which the assignment or reassignment is made and the assignee or reassignee first claims the credit, which
shall be the same tax year.

(8) If the credit allowed under this section for the tax year and any unused carryforward of the credit
allowed by this section exceed the qualified taxpayer's tax liability for the tax year, that portion that exceeds
the tax liability for the tax year shall not be refunded but may be carried forward to offset tax liability in
subsequent tax years for 10 years or until used up, whichever occurs first. If a quaified taxpayer has an
unused carryforward of a credit under this section, the amount otherwise added under subsection (9) to the
qualified taxpayer's tax liability may instead be used to reduce the qualified taxpayer's carryforward under this
section.

(9) Except as otherwise provided under subsection (10), if a certificate of completed rehabilitation is
revoked under subsection (5) or if the historic resource is sold or disposed of less than 5 years after the
certificate of completed rehabilitation is issued, the following percentage of the credit amount previously
claimed relative to that historic resource shall be added back to the tax liability of the qualified taxpayer that
received the certificate of completed rehabilitation and not the assignee in the year of the revocation:

(a) If therevocation islessthan 1 year after the certificate of completed rehabilitation is issued, 100%.

(b) If therevocation is at least 1 year but less than 2 years after the certificate of completed rehabilitation is
issued, 80%.

(c) If the revocation is at least 2 years but less than 3 years after the certificate of completed rehabilitation
isissued, 60%.

(d) If the revocation is at least 3 years but less than 4 years after the certificate of completed rehabilitation
isissued, 40%.

(e) If the revocation is at least 4 years but less than 5 years after the certificate of completed rehabilitation
isissued, 20%.

(f) If the revocation is at least 5 years or more after the certificate of completed rehabilitation is issued, an
addback to the qualified taxpayer tax liability is not required.

(10) Subsection (9) shall not apply if the qualified taxpayer enters into a written agreement with the office
that will allow for the transfer or sale of the historic resource and provides the following:

(a) Reasonable assurance that subsequent to the transfer the property will remain a historic resource during
the 5-year period after the certificate of completed rehabilitation isissued.

(b) A method that the department can recover an amount from the qualified taxpayer equal to the
appropriate percentage of credit added back as described under subsection (9).

(c) An encumbrance on the title to the historic resource being sold or transferred, stating that the property
must remain a historic resource throughout the 5-year period after the certificate of completed rehabilitation is
issued.

(d) A provision for the payment by the qualified taxpayer of all legal and professional fees associated with
the drafting, review, and recording of the written agreement required under this subsection.

(11) The office may impose a fee to cover the administrative cost of implementing the program under this
section.

(12) The qualified taxpayer shall attach all of the following to the qualified taxpayer's annual return under
this part:

(a) Certificate of completed rehabilitation.

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

(c) A completed assignment form if the qualified taxpayer is an assignee under this section or section 676
of any portion of acredit allowed under that section.

(13) The office may promulgate rules to implement this section pursuant to the administrative procedures
act of 1969, 1969 PA 306, MCL 24.201 to 24.328.
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(14) The total of the credits claimed under this section and section 676 for a rehabilitation project shall not
exceed 25% of the total qualified expenditures eligible for the credit under this section for that rehabilitation
project.

(15) The office shall submit an economic impact report that includes, to the extent available, all of the
following to the legislature annually for the immediately preceding state fiscal year:

(a) The fee schedule used by the office and the total amount of fees collected.

(b) A description of each rehabilitation project for which a preapproval letter was issued and for each
certificate of completed rehabilitation issued. The description must include the total rehabilitation costs, labor
hours generated, jobs added, payroll added, total capital investments, gain in property value after
rehabilitation, and the amount of income tax and sales tax generated by the rehabilitation project.

(c) The location of each new and ongoing rehabilitation project.

(16) Asused in this section:

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

(b) "Detroit Consumer Price Index" means the most comprehensive index of consumer prices available for
the Detroit area from the United States Department of Labor, Bureau of Labor Statistics.

(c) "Historic district" means an area, or group of areas not necessarily having contiguous boundaries, that
contains 1 resource or a group of resources that are related by history, architecture, archaeology, engineering,
or culture.

(d) "Historic resource” means a publicly or privately owned historic building, structure, site, object,
feature, or open space located within a historic district designated by the National Register of Historic Places,
the state register of historic sites, or a local unit acting under the local historic districts act, 1970 PA 169,
MCL 399.201 to 399.215; or that is individually listed on the state register of historic sites or National
Register of Historic Places.

(e) "Large nonresidential historic resource” means a nonowner-occupied, income producing historic
resource that has a rehabilitation plan with qualified expenditures of $2,000,000.00 or more.

(f) "Local unit" means a county, city, village, or township.

(g) "Long-term lease” means a lease term of at least 27.5 years for a residential resource or at least 31.5
years for anonresidential resource.

(h) "Open space" means undeveloped land, a naturally landscaped area, or a forma or man-made
landscaped areathat provides a connective link or a buffer between other resources.

(i) "Qualified expenditures’ means capital expenditures that qualify, or would qualify except that the
qualified taxpayer entered into an agreement under subsection (10), for a rehabilitation credit under section
47(a)(2) of the internal revenue code if the qualified taxpayer is eligible for the credit under section 47(a)(2)
of the internal revenue code or, if the applicant is not eligible for the credit under section 47(a)(2) of the
interna revenue code, the qualified expenditures that would qualify under section 47(a)(2) of the internal
revenue code except that the expenditures are made to a historic resource that is not eligible for the credit
under section 47(a)(2) of the internal revenue code, that were paid. Qualified expenditures do not include
capital expenditures for nonhistoric additions to a historic resource except an addition that is required by state
or federal regulationsthat relate to historic preservation, safety, or accessihility.

() "Qualified taxpayer" means a person that is an assignee under this section or section 676 or that either
owns the resource to be rehabilitated or has a long-term lease agreement with the owner of the historic
resource and that has qualified expenditures for the rehabilitation of the historic resource that satisfies either
of the following:

(i) For the rehabilitation of a residential historic resource, qualified expenditures equal to or greater than
$1,000.00. The $1,000.00 amount must be annually adjusted for inflation using the Detroit Consumer Price
Index.

(if) For the rehabilitation of a historic resource that is not a residential historic resource, qualified
expenditures equal to or greater than 10% of the state equalized vauation of the property. If the historic
resource to be rehabilitated is a portion of a historic or nonhistoric resource, the state equalized valuation of
only that portion of the property shall be used for purposes of this subparagraph. If the assessor for the loca
tax collecting unit in which the historic resource is located determines the state equalized valuation of that
portion, that assessor's determination shall be used for purposes of this subparagraph. If the assessor does not
determine that state equalized valuation of that portion, qualified expenditures, for purposes of this
subparagraph, shall be equal to or greater than 5% of the appraised value as determined by a certified
appraiser. If the historic resource to be rehabilitated does not have a state equalized valuation, qualified
expenditures for purposes of this subparagraph shall be equal to or greater than 5% of the appraised value of
the resource as determined by a certified appraiser.
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(k) "Rehabilitation plan" means a plan for the rehabilitation of a historic resource that meets the federal
Secretary of the Interior's standards for rehabilitation and guidelines for rehabilitation of historic buildings
under 36 CFR part 67.

() "Residential historic resource” means a non-income producing historic resource that is an
owner-occupied dwelling.

(m) "Small nonresidential historic resource” means a nonowner-occupied, income producing historic
resource that has a rehabilitation plan with qualified expenditures of less than $2,000,000.00.

(n) "State historic preservation office” or "office” means the state historic preservation office created by
Executive Order No. 2007-53 and transferred to the Michigan strategic fund by Executive Reorganization
Order No. 2019-3, MCL 125.1998.

History: Add. 2020, Act 343, Imd. Eff. Dec. 30, 2020.

206.267-206.269 Repealed. 2011, Act 38, Eff. Jan. 1, 2012.

Compiler's note: The repealed sections pertained to tax credit after December 31, 2000, tax exemption for qualified adoption
expenses, and tax credit for donated automobiles.

206.270 Tax voucher certificate; definitions.

Sec. 270. (1) For tax years that begin after December 31, 2008, a taxpayer to whom a tax voucher
certificate is issued under an agreement entered into before January 1, 2012 or ataxpayer that is the transferee
of atax voucher certificate that is issued under an agreement entered into before January 1, 2012 may use the
tax voucher certificate to pay any liability of the taxpayer under section 51 or to pay any amount owed by the
taxpayer under section 351.

(2) A tax voucher certificate shall be used for the purposes allowed under subsection (1) and only in atax
year that begins after December 31, 2008.

(3) The amount of the tax voucher that may be used to pay a liability due under this part in any tax year
shall not exceed the lesser of the following:

(a) The amount of the tax voucher stated in the tax voucher certificate held by the taxpayer.

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

(c) The taxpayer's liability under this part for the tax year for which the tax voucher is used.

(4) If the amount of any tax voucher certificate held by a taxpayer or transferee exceeds the amount the
taxpayer may use under subsection (3)(b) or (C) in atax year, that excess may be used by the taxpayer or
transferee to pay, subject to the limitations of subsection (3), any future liability of the taxpayer or transferee
under this part.

(5) The tax voucher certificate, and any completed transfer form that was issued pursuant to the Michigan
early stage venture investment act of 2003, 2003 PA 296, MCL 125.2231 to 125.2263, shall be attached to the
annual return under this part. The department may prescribe and implement aternative methods of reporting
and recording ownership, transfer, and utilization of tax voucher certificates that are not inconsistent with the
provisions of this act. The department shall administer this section to assure that any amount of a tax voucher
certificate used to pay any liability under this part shall not also be applied to pay any liability of the taxpayer
or any other person under the Michigan business tax act, 2007 PA 36, MCL 208.1101 to 208.1601. The
department shall take any action necessary to enforce and effectuate the permissible issuance and use of tax
voucher certificates in a manner authorized under this section and the Michigan early stage venture
investment act of 2003, 2003 PA 296, MCL 125.2231 to 125.2263.

(6) Asused in this section:

(a) "Certificate" or "tax voucher certificate” means the tax voucher certificate issued under section 23 of
the Michigan early stage venture capital investment act of 2003, 2003 PA 296, MCL 125.2253, or any
replacement tax voucher certificate issued under former section 37e(9)(b) or (d) of the single business tax act,
1975 PA 228, or section 419 of the Michigan business tax act, 2007 PA 36, MCL 208.1419.

(b) "Transferee" means a taxpayer to whom atax voucher certificate has been transferred under section 23
of the Michigan early stage venture investment act of 2003, 2003 PA 296, MCL 125.2253, and former section
37e of the single business tax act, 1975 PA 228, or section 419 of the Michigan business tax act, 2007 PA 36,
MCL 208.1419.

History: Add. 2003, Act 295, Imd. Eff. Jan. 8, 2004;0 Am. 2005, Act 234, Imd. Eff. Nov. 21, 2005;0 Am. 2007, Act 94, Imd. Eff.
Oct. 1, 2007;0 Am. 2011, Act 38, Eff. Jan. 1, 2012.

Compiler's note: In subsection (6)(a), the reference to the “Michigan early stage venture capital investment act of 2003 evidently
should read “Michigan early stage venture investment act of 2003.”

206.271 Recomputation of taxable income by excluding proportional gain or loss on
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disposition of property.

Sec. 271. (1) A taxpayer subject to the tax levied by section 51 and whose income received after
September 30, 1967 is increased or diminished by the disposition of property acquired before October 1,
1967, which is described in and subject to subchapter P of the internal revenue code, may elect to recompute
taxable income by excluding therefrom the proportional gain or loss incurred before October 1, 1967.
Taxpayers so electing shall be subject to atax on taxable income thus recomputed at the rates imposed by this
part. An election so made shall include al items of gains or losses realized during the taxable year.

(2) The proportion of gain or loss occurring after September 30, 1967, to total gain or loss is equal to the
proportion the number of months after September 30, 1967, to date of disposition bears to the number of
months from date of acquisition to date of disposition.

History: 1967, Act 281, Eff. Oct. 1, 1967;0 Am. 1969, Act 332, Imd. Eff. Nov. 4, 1969;(0 Am. 1975, Act 233, Imd. Eff. Aug. 27,
1975;00 Am. 2011, Act 38, Eff. Jan. 1, 2012.

206.272 Earned income tax credit; amount equal to federal credit; refund.

Sec. 272. (1) A taxpayer may credit against the tax imposed by this act an amount equal to the specified
percentages of the credit the taxpayer is allowed to claim as a credit under section 32 of the internal revenue
code for atax year on areturn filed under this act for the same tax year:

(a) For tax years that begin after December 31, 2007 and before January 1, 2009, 10%.

(b) For tax years that begin after December 31, 2008 and before January 1, 2012, 20%.

(c) For tax years that begin after December 31, 2011 and before January 1, 2023, 6%.

(d) For tax years that begin after December 31, 2022, 30%.

(2) For the 2022 tax year only, a taxpayer that claims a credit under this section on the taxpayer's return
filed under this part for the 2022 tax year is entitled to an additional credit in an amount equal to 24% of the
credit the taxpayer is allowed to claim as a credit under section 32 of the internal revenue code for the 2022
tax year. A taxpayer shall not claim this additional credit on the taxpayer's return filed under this part for the
2022 tax year or file an amended return for the 2022 tax year to claim this additional credit. In a form and
manner as determined by the department, the department shall calculate the amount of the additional credit
that each taxpayer is entitled to receive under this subsection. The amount of the additional credit calculated
under this subsection must be refunded as soon as practical as provided in section 30 of 1941 PA 122, MCL
205.30. Notwithstanding section 352, the department shall issue any refund under this subsection to the
taxpayer in the form of afully negotiable check.

(3) If the credit allowed by this section exceeds the tax liability of the taxpayer for the tax year, the state
treasurer shall refund the excess to the taxpayer without interest, except as provided in section 30 of 1941 PA
122, MCL 205.30.

History: Add. 2006, Act 372, Imd. Eff. Sept. 22, 2006;0 Am. 2011, Act 38, Eff. Jan. 1, 2012;0 Am. 2023, Act 4, Eff. Feb. 13, 2024.

Compiler'snote: Enacting section 1 of Act 469 of 2014 provides:

"Enacting section 1. This amendatory act does not take effect unless House Joint Resolution UU of the 97th Legislature becomes a
part of the state constitution of 1963 as provided in section 1 of article X1 of the state constitution of 1963."

House Joint Resolution UU was presented to the electors as Proposal 15-1 at the May 5, 2015 special election. The proposal to amend
the constitution was not approved by the voters and Act 469 of 2014 does not go into effect.

206.273 Repealed. 2000, Act 499, Eff. Dec. 31, 2001.
Compiler'snote: The repealed section pertained to credit for prescription drugs.

206.274-206.276 Repealed. 2011, Act 38, Eff. Jan. 1, 2012.

Compiler's note: The repealed sections pertained to tax credit claimed for student fees and tuition, certificate of stillbirth, and
contributions to individual or family development account program.

206.278 Qualified investment in qualified business; tax credit; definitions.

Sec. 278. (1) Subject to the limitations provided under this section, a taxpayer that makes a qualified
investment after December 31, 2010 and before January 1, 2012 in a qualified business may claim a credit
against the tax imposed by this act equal to 25% of the qualified investment made during the tax year.

(2) To qualify for the credit under this section, the taxpayer shall request certification from the Michigan
strategic fund within 60 days of making the investment. A taxpayer shall not claim a credit under this section
unless the Michigan strategic fund has issued a certificate to the taxpayer. The board shall not approve a credit
under this section for a taxpayer who has been convicted of a felony involving a fiduciary obligation or the
conversion or misappropriation of funds or insurance accounts, theft, deceit, fraud, misrepresentation, or
corruption. The Michigan strategic fund shall forward a copy of each certificate received pursuant to this
subsection to the governor, the president of the Michigan strategic fund, the chairperson of the senate finance
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committee, the chairperson of the house tax policy committee, the director of the senate fiscal agency, and the
director of the house fiscal agency. The requirements of section 28(1)(f) of 1941 PA 122, MCL 205.28, do not
apply to the disclosure required by this subsection. The Michigan strategic fund shall not certify more than
$1,000,000.00 in qualified investments in any 1 qualified business. The taxpayer shall attach the certificate to
the annua return filed under this act on which a credit under this section is claimed. The certificate required
under this subsection shall specify all of the following:

(a) Thetotal amount of investment made during the tax year by the taxpayer in each qualified business.

(b) The total amount of qualified investments made in each qualified business if different from the
previous amount.

(c) Thetotal amount of the credit under this section that the taxpayer is allowed to claim for the designated
tax year.

(3) A taxpayer shall not claim a credit of more than $250,000.00 based on an investment in any 1 qualified
business and shall not claim a credit of more than $250,000.00 for qualified investments in al quaified
businesses in any 1 year. The credit allowed under this section shall be taken by the taxpayer in equal
installments over 2 years beginning with the tax year in which the certification was issued.

(4) The total amount of credits that the Michigan strategic fund may certify under this section shall not
exceed $9,000,000.00.

(5) If the amount of the credit allowed under this section exceeds the tax liability of the taxpayer for the tax
year, that portion of the credit that exceeds the tax liability of the taxpayer for the tax year shall not be
refunded but may be carried forward to offset tax liability under this act in subsequent tax years for a period
not to exceed 5 tax years or until used up, whichever occursfirst.

(6) The board shall develop an application and approval process in order to certify investments under this
section and adopt a program describing parameters and criteria to be used for approving investments. As part
of that program adoption, the board may determine and describe the conditions to be met to be considered an
investment alongside or through an approved angel group, seed capital firm, or venture capital firm.

(7) A taxpayer who has not paid or entered into an installment agreement regarding a final assessment of
an unpaid liability for a state tax for which al rights of appeal have been exhausted or who is currently in a
bankruptcy proceeding is not eligible to claim a credit under this section.

(8) Asused in this section:

(a) "Board" means the board of directors of the Michigan strategic fund.

(b) "Michigan strategic fund" means the Michigan strategic fund as described in the Michigan strategic
fund act, 1984 PA 270, MCL 125.2001 to 125.2094.

(c) "Qualified business' means a business that the board certifies asin compliance with al of the following
at the time of the investment:

(i) The business is a seed or early stage business as defined in section 3 of the Michigan early stage venture
investment act of 2003, 2003 PA 296, MCL 125.2233.

(if) The business has its headquarters in this state, is domiciled in this state, and has a majority of its
employees working in this state.

(iii) The business has a preinvestment valuation of less than $10,000,000.00 and has fewer than 100
full-time equivalent employees.

(iv) Except as otherwise provided under this subparagraph, the business has been in existence less than 5
years; or, for a business in which the business activity is derived from research at an institution of higher
education located within this state or an organization exempt from federal taxation under section 501(c)(3) of
the internal revenue code and that is located within this state, the business has been in existence less than 10
years. As used in this subparagraph, a public or private college or university that awards a bachelor's degree
or other degreesis an institution of higher education.

(V) The business is not a retail establishment as described in section 44-45 — retail trade, of the North
American industry classification system, United States, 1997, published by the office of management and
budget.

(vi) The business has not claimed a credit under section 431, 455, 457, or 459 of the Michigan business tax
act, 2007 PA 36, MCL 208.1431, 208.1455, 208.1457, and 208.1459.

(d) "Qualified investment" means, except as otherwise provided under this subdivision, an investment of at
least $20,000.00 certified by the Michigan strategic fund that is made alongside of, or through, a seed venture
capital or angel investor group that is registered with the Michigan strategic fund and is not in a business in
which any member of the investor's family is an employee or owner of the business or in which the investor
or any member of the investor's family has a preexisting fiduciary relationship with the business. Qualified
investment does not include an investment in a business that engages in life sciences technology unless those
activities are included in the definition of life sciences as that term is defined under section 88a of the
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Michigan strategic fund act, 1984 PA 270, MCL 125.2088a.
History: Add. 2010, Act 235, Imd. Eff. Dec. 14, 2010;00 Am. 2011, Act 38, Eff. Jan. 1, 2012.

Compiler'snote: Enacting section 1 of Act 235 of 2010 provides:
"Enacting section 1. This amendatory act shall be known as the "venture investment credit"."

CHAPTER 6

206.301 Estimated tax; installment payments; due dates; amount; credit; payment of
estimated annual tax instead of quarterly payments; filing and payment by farmer,
fisherman, or seafarer; information submitted by bank or financial institution;
computations; “taxable trust” defined.

Sec. 301. (1) Every person on a calendar year basis, if the person's annual tax can reasonably be expected
to exceed the amount withheld under section 351 and the credits allowed under this part by more than
$500.00, shall pay to the department installments of estimated tax under this part on or before April 15, June
15, and September 15 of the person's tax year and January 15 in the following year. Subject to subsection (3),
each installment shall be equal to 1/4 the taxpayer's estimated tax under this part after first deducting the
amount estimated to be withheld under section 351.

(2) For ataxpayer on other than a calendar year basis, there shall be substituted for the due dates provided
in subsection (1) the appropriate due dates in the taxpayer's fiscal year that correspond to those in the calendar
year.
(3) For a taxpayer that pays estimated tax for the taxpayer's first tax year of less than 12 months, the
amount paid shall be that fraction of the estimated tax that is obtained by dividing the total amount of
estimated tax by the number of payments to be made with respect to the tax year.

(4) There shall be alowed as a credit against the tax imposed by this part the amounts paid to the
department pursuant to this section.

(5) Instead of quarterly payments, a person subject to this section may pay an estimated annual tax for the
succeeding tax year. The payment shall be made at the same time the person files the annual return for the
previous full tax year.

(6) A farmer or fisherman who elects to file and pay his or her federal income tax under an alternative
schedule provided in section 6654 of the internal revenue code may file and pay the tax imposed by this part
in the same manner. A seafarer may file and pay the tax imposed by this part in the same manner as a farmer
or fisherman under this subsection. As used in this subsection, "seafarer" means an individual whose wages
may not be withheld for taxes by the state or a political subdivision of the state as provided in section 11108
of title 46 of the United States code, 46 USC 11108.

(7) A bank or financial institution that submi