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SENATE BILL No. 802
J a n u a r y  1 0 ,  1 9 9 6 ,  I n t r o d u c e d  b y  S e n a t o r  SCHUETTE a n d  

r e f e r r e d  t o  t h e  Co m m i t t e e  o n  F i n a n c e .

A b i l l  t o  a m e n d  s e c t i o n 3 1 o f  A c t  Mo,  2 2 8  o f  t h e  P u b l i c  A c t s  

o f  1 9 7 5 ,  e n t i t l e d  

" S i n g l e  b u s i n e s s  t a x  a c t , "

a s  a m e n d e d  b y  A c t  N o . 2 4 7  o f  t h e  P u b l i c  A c t s  o f  1 9 9 4 ,  b e i n g  s e c 

t i o n  2 0 8 . 3 1 o f  t h e  M i c h i g a n  Co m p i l e d  L a v / s ;  a n d  t o  r e p e a l  a c t s  a n d  

p a r t s  o f  a c t s .

THE PEOPLE OF THE S TATE OF MI C H I GAN  ENACT:

1 S e c t i o n  1 .  S e c t i o n  31  o f  A c t  N o .  2 2 8  o f  t h e  P u b l i c  A c t s  o f

2 1 9 7 5 ,  a s  a m e n d e d  b y  A c t  N o .  2 4 7  o f  t h e  P u b l i c  A c t s  o f  1 9 9 4 ,  b e i n g

3 s e c t i o n  2 0 8 . 3 1  o f  t h e  M i c h i g a n  C o m p i l e d  L a w s ,  i s  a m e n d e d  t o  r e a d

4 a s  f o l l o w s :

5 S e c ,  3 1 .  ( 1 )  EXCEPT AS PROVIDED I N  SUBSECTION ( 5 ) ,

6 T HER E i s  l e v i e d  a n d  i m p o s e d  a  s p e c i f i c  t a x  o f  2 . 3 5 %  b e f o r e

7 O c t o b e r  1 ,  1 9 9 4  a n d  2 . 3 0 %  a f t e r  S e p t e m b e r  3 0 ,  1 9 9 4  c a l c u l a t e d  a s

8 p r o v i d e d  i n  s e c t i o n  3 1 a  u p o n  t h e  a d j u s t e d  t a x  b a s e  o f  e v e r y
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p e r s o n  w i t h  b u s i n e s s  a c t i v i t y  i n  t h i s  s t a t e  t h a t  i s  a l l o c a t e d  o r  

a p p o r t i o n e d  t o  t h i s  s t a t e .

( 2 )  A s  u s e d  i n  t h i s  s e c t i o n ,  " a d j u s t e d  t a x  b a s e "  m e a n s  t h e  

t a x  b a s e  a l l o c a t e d  o r  a p p o r t i o n e d  t o  t h i s  s t a t e  p u r s u a n t  t o  c h a p 

t e r  3 w i t h  t h e  a d j u s t m e n t s  p r e s c r i b e d  b y  s e c t i o n s  2 3  a n d  2 3 b  a n d  

t h e  e x e m p t i o n s  p r e s c r i b e d  b y  s e c t i o n  3 5 .  I f  t h e  a d j u s t e d  t a x  

b a s e  e x c e e d s  50% o f  t h e  s u m  o f  g r o s s  r e c e i p t s  p l u s  t h e  a d j u s t 

m e n t s  p r o v i d e d  i n  s e c t i o n  2 3 b ( a ) ,  ( b ) , a n d  ( c ) , a p p o r t i o n e d  o r  

a l l o c a t e d  t o  M i c h i g a n  w i t h  t h e  a p p o r t i o n m e n t  f r a c t i o n  c a l c u l a t e d  

p u r s u a n t  t o  c h a p t e r  3 ,  t h e  a d j u s t e d  t a x  b a s e  m a y ,  a t  t h e  o p t i o n  

o f  t h e  t a x p a y e r ,  b e  r e d u c e d  b y  t h a t  e x c e s s .  I f  a  t a x p a y e r  

r e d u c e s  t h e  a d j u s t e d  t a x  b a s e  u n d e r  t h i s  s u b s e c t i o n ,  t h e  t a x p a y e r  

i s  n o t  e n t i t l e d  t o  t h e  a d j u s t m e n t  p r o v i d e d  i n  s u b s e c t i o n  ( 4 )  f o r  

t h e  s a m e  t a x a b l e  y e a r .  T h i s  s u b s e c t i o n  d o e s  n o t  a p p l y  t o  a n  

a d j u s t e d  t a x  b a s e  u n d e r  s e c t i o n  2 2 a .

( 3 )  T h e  t a x  l e v i e d  u n d e r  t h i s  s e c t i o n  a n d  i m p o s e d  i s  u p o n  

t h e  p r i v i l e g e  o f  d o i n g  b u s i n e s s  a n d  n o t  u p o n  i n c o m e .

( 4 )  I n  l i e u  o f  t h e  r e d u c t i o n  p r o v i d e d  i n  s u b s e c t i o n  ( 2 ) ,  a  

p e r s o n  m a y  e l e c t  t o  r e d u c e  t h e  a d j u s t e d  t a x  b a s e  b y  t h e  p e r c e n 

t a g e  t h a t  t h e  c o m p e n s a t i o n  d i v i d e d  b y  t h e  t a x  b a s e  e x c e e d s  63% .  

T h e  d e d u c t i o n  s h a l l  n o t  e x c e e d  37% o f  t h e  a d j u s t e d  t a x  b a s e .  F o r  

p u r p o s e s  o f  c o m p u t i n g  t h e  d e d u c t i o n  a l l o w e d  b y  t h i s  s u b s e c t i o n ,  

a s  e f f e c t i v e  f o r  t h e  r e s p e c t i v e  t a x  y e a r ,  c o m p e n s a t i o n  d o e s  n o t  

i n c l u d e  a m o u n t s  o f  c o m p e n s a t i o n  e x e m p t  f r o m  t a x  u n d e r  s e c t i o n  

3 5 ( 1 ) ( e ) . T h i s  s u b s e c t i o n  d o e s  n o t  a p p l y  t o  a n  a d j u s t e d  t a x  b a s e  

u n d e r  s e c t i o n  2 2 a .
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( 5 )  FOR TAX YEARS THAT BEGIN AFTER DECEMBER 3 1 ,  2 0 0 4 ,  A TAX 

I S  NOT LEVIE D OR IMPOSED UNDER T H I S  ACT. FOR TAX YEARS THAT 

BEGIN AFTER DECEMBER 3 1 ,  1 9 9 5  AND BEFORE JANUARY 1 ,  2 0 0 5 ,  EACH 

TAXPA YER'S  TAX L I A B I L I T Y  SHALL BE REDUCED BY THE FOLLOWING P E R 

CENTAGES FOR THE FOLLOWING TAX YEARS:

(A) FOR TAX YEARS THAT BEGIN AFTER DECEMBER 3 1 ,  1 9 9  5 AND 

BEFORE JANUARY 1 ,  1 9 9 7 ,  10%.

(B) FOR TAX YEARS THAT BEGIN AFTER DECEMBER 3 1 ,  19 9 6 AND 

BEFORE JANUARY 1 ,  1 9 9 8 ,  2 0%.

(C) FOR TAX YEARS THAT BEGIN AFTER DECEMBER 3 1 ,  1 9 9 7  AND 

BEFORE JANUARY 1 ,  1 9 9 9 ,  30%.

(D) FOR TAX YEARS THAT BEGIN AFTER DECEMBER 3 1 ,  1 9 9 8  AND 

BEFORE JANUARY 1 ,  2 0 0 0 ,  40%.

( E)  FOR TAX YEARS THAT BEGIN AFTER DECEMBER 3 1 ,  1 9 9 9  AND 

BEFORE JANUARY 1 ,  2 0 0 1 ,  50% .

( F )  FOR TAX YEARS THAT BEGIN AFTER DECEMBER 3 1 ,  2 0 0 0  AND 

BEFORE JANUARY 1 ,  2 0 0 2 ,  60%.

(G) FOR TAX YEARS THAT BEGIN AFTER DECEMBER 3 1 ,  2 0 0 1  AND 

BEFORE JANUARY 1 ,  2 0 0 3 ,  70%.

(H) FOR TAX YEARS THAT BEGIN AFTER DECEMBER 3 1 ,  2 0 0 2  AND 

BEFORE JANUARY 1 ,  2 0 0 4 ,  80%.

( I )  FOR TAX YEARS THAT BEGIN AFTER DECEMBER 3 1 ,  2 0 0 3  AND 

BEFORE JANUARY 1 ,  2 0 0 5 ,  9 0%.

S e c t i o n  2 .  A c t  N o .  2 2 8  o f  t h e  P u b l i c  A c t s  o f  1 9 7 5 ,  b e i n g  

s e c t i o n s  2 0 8 . 1  t o  2 0 8 . 1 4 5  o f  t h e  M i c h i g a n  C o m p i l e d  L a w s ,  i s  

r e p e a l e d  e f f e c t i v e  J a n u a r y  1 ,  2 0 0 5 .
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