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LEGAL CITATION: M.C.L 324.82101-324.82111; 1995 PA 58; Sec. 40, Art. IX, state Constitution.

YEAR ADOPTED: 1995.  The former statute (1968 PA 74) was repealed and replaced by 1995 PA 58.

BASIS OF TAX: Required registration by owner of each snowmobile in state.

MEASURE OF TAX (BASE): Each snowmobile considered a separate unit subject to registration.

RATE: Registration for 3-year period, rate is $22.00.

ADMINISTRATION: Collection: Michigan Department of State.  Enforcement: Department of Natural Resources,
county sheriffs.

REPORT AND PAYMENT: Due by October 1 every three years.

DISPOSITION: Michigan Conservation and Legacy Fund, Snowmobile Account distributed as follows:
Department of Natural Resources: Revenue from $14.00 of fee;
Department of State: Revenue from not more than $3.00 of fee;
Snowmobile Trail Improvement Subaccount: Revenue from $5.00 of fee.

2006-07 COLLECTIONS: $1,476,000

SNOWMOBILE REGISTRATION

LEGAL CITATION: M.C.L. 259.77; 1945 PA 327; Sec. 9, Art. IX, state Constitution.

YEAR ADOPTED: 1923

BASIS OF TAX: In lieu of all other general property taxes on aircraft.

MEASURE OF TAX (BASE): The greater of maximum gross weight or maximum takeoff weight.  Many exemptions exist.

RATE: 1 cent per pound.

ADMINISTRATION: Michigan Department of Transportation, Aeronautics Commission.

REPORT AND PAYMENT: Due by each December 31.

DISPOSITION: State Aeronautics Fund.

2006-07 COLLECTIONS: $316,000

AIRCRAFT WEIGHT
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Tax Administration

2006 PA 5-11: Requires the Department of Treasury to allow
for an informal conference on certain tax mat-
ters, to notify a taxpayer of potential refunds
during an audit, and to allow a taxpayer to claim
credits to offset against debits determined dur-
ing an audit.

PA 12: Amends the General Property Tax Act to allow
certain property tax assessments to be corrected
during the July or December Board of Review.

PA 174: Allows business property tax disputes to be ap-
pealed directly to the Michigan Tax Tribunal and
bypass the March Board of Review beginning
with the 2007 tax year.  Modifies filing dead-
lines.

PA 624: Amends the State Education Tax Act to require
all cities and townships to begin collecting the
Tax in Summer 2007.

PA 626: Amends the General Property Tax Act to require
that $5 of the $10 fee on tax-delinquent prop-
erty, and the property tax administration fee paid
to the State, be deposited in the Land
Reutilization Fund rather than the Delinquent
Property Tax Administration Fund.

PA 646: Amends the General Property Tax Act to require
assessors to place property eligible for state pay-
ment in lieu of taxes (PILT) on a separate assess-
ment roll.

2007 PA 31: Allows a local tax collecting unit to treat a solid
waste fee as delinquent if the fee is included in
a tax statement.

2008 PA 122: Amends the General Property Tax Act to allow
local boards of review to meet at alternative times
to resolve technical errors in the assessment of
property.

PA125-29: Amends the Tax Tribunal Act to provide for the
mediation of disputes before the Tribunal; allow
appeals directly to the Tribunal; allow telecon-
ferencing of hearings.

Income Taxes

Personal Income Tax
2006 PA 52: Expands the historic preservation credit for the

rehabilitation of certain historic buildings, struc-
tures, and objects outside of local historic dis-
tricts.

PA 319: Allows a taxpayer to claim a refundable credit,
equal to 4.5% of the personal exemption, in the
tax year for which he or she had a certificate of
stillbirth from the Department of Community
Health.

PA 372: Allows a taxpayer to claim a refundable credit
equal to 10% of the Federal Earned Income Tax
Credit.

PA 514: Allows a taxpayer to claim a non-refundable
credit equal to 75% of the contribution to a re-
serve fund associated with an Individual or Fam-
ily Development Account.

2007 PA 94: Raises the rate to 4.35% effective October 1, 2007
to September 30, 2011; 4.25% from October 1,
2011 to September 30, 2012; 4.15% from October
1, 2012 to September 30, 2013; 4.05% from Octo-
ber 1, 2013 to September 30, 2014; 3.95% from
October 1, 2014 to September 30, 2015; and 3.9%
on and after October 1, 2015.

PA 132: Creates four new Income Tax check-offs (mini-
mum of $5) prostate cancer research, breast
cancer research, animal welfare, and Michigan
housing and community development beginning
in the 2008 tax year.

2008 PA 79: Allows an eligible motion picture production
company to claim a credit equal to up to 42% of
the direct production expenditure.

PA 143: Creates a new Income Tax check-off (minimum
of $5) for the Military Family Relief Fund.

PA 162: Creates a new Income Tax check-off (minimum
of $5) for the Michigan Law Enforcement Me-
morial Monument Fund.

Uniform City Income Tax
2007 PA 209: Requires that the city income tax rates (resident

and non-resident) for Detroit in 2008 and 2009
shall be the same as they were in 2007, 2.5%
(resident) and 1.25% (non-resident).

Business Privilege Taxes

Single Business Tax
2006 PA 53: Expands the historic preservation credit for the re-

habilitation of certain historic buildings, structures,
and objects outside of local historic districts.

PA 111-113: Creates a category for brownfield property tax
credits equal to $200,000 or less and provides a
separate approval process for such credits.  Al-
lows unused credits to be carried forward into
the next year.  Allows a taxpayer to assign all or
a portion of a brownfield property tax credit to
another taxpayer.

PA 224: Repeals 2006 PA 113, which allows a taxpayer to
assign all or a portion of a brownfield property
tax credit to another taxpayer.  PA 113 was not
given immediate effect and therefore would not
take effect until 2007.   PA 224 is identical to PA
113; however, it was granted immediate effect
with a retroactive effective date of January 2006.

PA 325: Proposed by initiative petition.  Repeals tax ef-
fective January 1, 2008.

PA 472: Refundable credit equal to 3.9% of the compen-
sation paid to employees at a facility in Troy
engaged in research and development of a two-
mode hybrid car engine.

Michigan Business Tax
2007 PA 36: Creates the Michigan Business Tax, as a replace-

ment to the Single Business Tax, which was
scheduled to expire on January 1, 2008.  The
new tax is a combination of a business income
tax (rate of 4.95%) and a modified gross receipts
tax (rate of 0.8%) and contains a number of cred-
its (new and existing).  Raises the tax rate on
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CHANGES IN MICHIGAN TAX LAWS, 2006 THROUGH JUNE 30, 2008
insurance companies from 1.0735% of adjusted
receipts to 1.25% of gross premiums.  Removes
the exemption from sales and use taxes pro-
vided to insurance companies under the SBT.

PA 145: Enacts a surcharge to the Michigan Business Tax
equal to 21.99% for taxpayers other than finan-
cial institutions (27.7% in 2008 and 23.4% after
2008); reduces certain credits; increases certain
credits; expands eligibility for certain credits;
and creates new credits.  Increases amount of
revenue deposited in the School Aid Fund; modi-
fies and makes permanent the refund provisions
pertaining to excess tax revenues.

PA 170-195:Various technical changes, non-substantive
dealing with references to the new tax in other
tax laws.

PA 205: Specifies the apportionment of media receipts
to Michigan for radio and television program-
ming business activity.

PA 206: Provides a tax credit to private equity funds, equal
to the taxpayers’ tax liability after other credits
are taken.

PA 207: Provides exceptions to the definition of “gross
receipts” for a sales finance company owned by
a motor vehicle manufacturer.

PA208 and 214: Continues a SBT tax credit under the
MBT for certain hybrid vehicle research and de-
velopment.

PA215-16:Continues two SBT tax credits (historic preser-
vation and renaissance zone) under the MBT for
insurance companies and banks.

2008 PA 30: Exempts captive insurance companies from the
tax imposed on insurance companies (1.25% on
gross premiums).

PA 74: Allows the Michigan Film Office, with the ap-
proval of the State Treasurer, to grant a job train-
ing credit equal to 50% of the qualified job train-
ing expenditures to an eligible motion picture
production company.  Credit available until Sep-
tember 30, 2015.

PA  77: Allows the Michigan Film Office, with the ap-
proval of the State Treasurer, to grant a refund-
able production expenditure credit equal to up
to 42% of the direct production expenditures to
an eligible motion picture production company.

PA 86: Allows the Michigan Film Office, with the ap-
proval of the State Treasurer, to grant a credit
equal to 25% of the investment in a film  or digi-
tal media infrastructure project.

PA88 and 92: Creates a new “anchor company” tax
credit available to the Michigan Economic
Growth Authority to grant to eligible taxpayers.

PA 89: Modifies the maximum amount of brownfield
tax credits issued each year; increases the size
of the credits; allows for partial refund of un-
used credits.

PA 109: Creates a new tax credit available to the Michi-
gan Economic Growth Authority to grant to eli-
gible taxpayers based on the number of jobs
created as a result of winning procurement con-

tracts with certain agencies of the federal gov-
ernment.

PA114 -15: Modifies the eligibility criteria to claim the sta-
dium credit.

PA 168: Modifies the business income and modified gross
receipts taxes to allow for the reduction in the
tax bases for any gain (income tax base) and
gross receipts (modified gross receipts tax base)
associated with the sale of qualified affordable
housing projects.

Quality Assurance Assessment Fees
2007 PA 85: Extends the sunset for the nursing home/hospi-

tal long-term care unit assessment fee from Oc-
tober 1, 2007, to October 1, 2011.

PA 88: Extends the sunset for the Medicaid managed care
health maintenance organization assessment fee
from October 1, 2007, to October 1, 2008.

9-1-1 Service Tax
2006 PA 74: Provides a payment of $15 million from the CMRS

Fund to the State Building Authority to cover
debt service in FY06.

PA 249: Extends the sunset from December 31, 2006, to
December 31, 2007.

2007 PA164,165: Eliminates the existing 29-cent Commercial
Mobile Radio Service Tax (cell phones) and re-
places it with a new 19-cent State 9-1-1 Tax ef-
fective January 1, 2008, on all 9-1-1 service us-
ers (cell phones and land lines) and provides
for the disposition of the revenue collected.  The
state tax and the distribution of the proceeds
can be adjusted on January 1, 2009, and Janu-
ary 1, 2010 by the Michigan Public Service Com-
mission.  The tax sunsets December 31, 2011.
Allows a county board of commissioners, sub-
ject to voter approval, to assess a county 9-1-1
tax in an amount sufficient to implement, main-
tain, and operate the 9-1-1 system in a county.

Captive Insurance Company Tax
2008 PA 29: Creates a new tax for captive insurance compa-

nies based on the volume of insurance and re-
insurance premiums written.

Sales-Related Taxes

Sales Tax
2006 PA 17: Exempts certain aircraft and aircraft parts tem-

porarily located in Michigan.
PA 69: Reduces the amount of auto-related sales tax

revenue deposited into the Comprehensive
Transportation Fund by $11.1 million for FY06
and increases the amount of revenue deposited
into the General Fund by the same amount.

PA 577: Amends the Streamlined Sales and Use Tax Rev-
enue Equalization Act to allow a nonprofit or-
ganization that sold an item at a charitable auc-
tion to claim a tax refund of 6% of the proceeds
over the item’s fair market value.

PA 590: Exempts the sale of taxable personal property
by the organizing entities of certain sporting
events (PGA Championship, NCAA Men’s Bas-
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ketball Championship, and NCAA Men’s Ice
Hockey Championship).

PA 657: Allows the State Treasurer to enter into an agree-
ment with a motion picture production com-
pany to provide tax credits based on the level of
spending in Michigan.  Limits the total amount
of credits to $7 million in any one year and holds
the School Aid Fund harmless.

PA 665: Exempts additions made to county long-term
medical care facilities.

PA 669: Maintains the exemptions for certain telecom-
munications machinery and equipment.

2007 PA 69: Reduces the amount of auto-related sales tax
revenue deposited into the Comprehensive
Transportation Fund by $5 million for FY07 and
increases the amount of revenue deposited into
the General Fund by the same amount.

PA 105: Clarifies who may claim a bad debt allowance.
2008 PA 78: Limits the tax credit for production expenditures

by eligible motion picture production compa-
nies to agreements entered into before February
29, 2008, (from December 31, 2010).

Use Tax
2006 PA 18: Exempts certain aircraft and aircraft parts tem-

porarily located in Michigan.
PA 666: Exempts additions made to county long-term

medical care facilities.
PA 670: Maintains the exemptions for certain telecom-

munications machinery and equipment.
PA 673: Exempts the sale of taxable property and ser-

vices by the organizing entities of certain sport-
ing events (PGA Championship, NCAA Men’s
Basketball Championship, and NCAA Men’s Ice
Hockey Championship).

2007 PA 93: Extends the tax to the use or consumption of a
number of services and provides exemptions for
services sold to certain entities.  PA 93 took ef-
fect December 1, 2007.

PA 103: Clarifies when property that is converted from
an exempt to a nonexempt use is subject to the
Use Tax.  Applies this clarification retroactively
beginning September 30, 2002.

PA 104: Clarifies who may claim a bad debt allowance.
PA 145: Repeals PA 93 (Use Tax on services) effective

December 1, 2007.
PA 148: Prohibits a taxpayer from collecting the tax au-

thorized under PA 93 (Use Tax on services) and
requires the taxpayer to refund to the purchaser
the tax proceeds if the tax is collected before
the effective date of PA 93.  Prohibits the Depart-
ment of Treasury from collecting the tax autho-
rized under PA 93; however, if a taxpayer col-
lects the tax from a purchaser, it must be remit-
ted to the Department.  The Department is then
required to refund to the purchaser the tax col-
lected by the taxpayer.

Accommodations (Hotel-Motel) Tax
2006 PA 609: Increases the minimum population, from

600,000 to 750,000, of a county in which the
accommodations tax under PA of 1985 is col-
lected.

2007 PA 72: Transfers the year-end balance in the Conven-
tion Facility Development Fund, after distribu-
tions for debt service and allocations among
counties, to the General Fund for FY07 only.

Convention and Tourism Marketing Fees
2007 PA 25: Creates a new Convention and Tourism Promo-

tion Act, under which an existing convention
bureau could levy an assessment of up to 2% of
hotel/motel room charges to support market-
ing and promotion efforts.

Property Taxes

State Education Tax
2007 PA 38: Exempts industrial personal property.

General Property Tax
2006 PA 114: Allows a totally and permanently disabled sole

beneficiary of a trust to receive a principal resi-
dence or qualified agricultural exemption.

PA 143: Allows townships to appoint two alternate
members to the Board of Review.

PA 214: Includes farming operations that harvest
cervidae on-site in the definition of “agricultural
operations” and makes such property eligible
for the qualified agricultural property exemp-
tion.

PA 278: Includes game bird hunting preserve in the defi-
nition of “agricultural operations” and makes
such property eligible for the qualified agricul-
tural property exemption.

PA 326: Exempts federally-qualified health centers from
real and personal property taxes effective with
taxes levied in December 2004.

PA 376: Includes raising, breeding, training, leasing and
boarding horse in the definition of “agricultural
operations” and makes such property eligible for
the qualified agricultural property exemption.

PA378 & 380:  Exempts a limited amount of qualified for-
est property from local school operating taxes.
Allows the transfer of qualified forest property
from one owner to another owner without the
property being reassessed, contingent upon the
property remaining as qualified forest property.

PA 446: Amends the definition of “transfer of ownership”
to exclude the transfer of land, not buildings, if
the land is under a conservation easement or if
the land qualifies for a deduction as a conserva-
tion contribution under federal tax laws.

PA 550: Exempts from the tax biomass gasification sys-
tems, thermal depolymerization systems, and
methane digesters.

PA 612: Allows local units of government to exempt cer-
tain nonprofit-owned single family dwellings
from the tax for a maximum of two years.

PA 624: Requires that in each city or township where
the State Treasurer collected the State Educa-
tion Tax in the summer of 2005, the city or town-
ship will have to collect the Tax beginning in
the summer of 2006.
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PA 633: Includes “wind energy system” in the definition of

personal property, thereby making such a system
eligible for an alternative energy tax exemption.

PA 664: Provides a formula for calculating the portion
of the taxable value of a bed and breakfast that
is eligible for the principal residence exemption.

PA 681: Exempts property owned and occupied by cer-
tain nonprofit nursing homes and adult foster
care facilities.

2007 PA 37: Amends the Revised School Code (Public Act
451 of 1976) to exempt industrial personal prop-
erty from local school operating taxes (18 mills)
and to exempt commercial personal property
from 12 mills of the local school operating taxes.

PA 40: Incorporates the personal property tax exemp-
tions contained in Public Acts 37, 38, and 39
into the General Property Tax Act.

PA115,116: Extends the exemption applied to new personal
property, when the property is sold or leased by
one eligible business to another eligible busi-
ness.

2008 PA 96: Allows homeowners to claim a second princi-
pal residence exemption, for up to three years,
if a property is unoccupied.

Commercial Forest Tax
2006 PA381,382,383: Creates a separate tax rate, equal to

15 cents per acre less than the standard tax rate
for commercial forestland, for land that is sub-
ject to a sustainable forest conservation ease-
ment.  Increases the tax on commercial forest-
land from $1.10 per acre to $1.20 per acre begin-
ning January 1, 2007, until December 31, 2011,
and by five cents per acre on January 1, 2012 and
every five years after.  Establishes a minimum
size of 40 contiguous acres to be considered
commercial forestland.

Private Forest Tax
2006 PA 378: Repeals the tax effective September 1, 2007.

Industrial Facilities Tax
2006 PA 22: Allows a facility in Port Huron to be granted an

industrial facilities exemption retroactively to
October 2001.

PA 436: Allows a facility in Livonia to be granted an in-
dustrial facilities exemption retroactively to Sep-
tember 2005.

PA 483: Modifies the definition of “qualified commercial
activity” to include certain warehousing, distri-
bution, logistics, and communication facilities.

2007 PA 12,13: Modifies the definition of “industrial property”
to include a “strategic response center” and a
“motorsports entertainment complex”.

PA 39: Exempts industrial personal property from that
portion of the tax attributable to the 6-mill State
Education Tax and the 18-mill local school op-
erating tax.

PA 146: Provides exceptions to the procedural require-
ments for approving a certificate for two specific
projects, and reinstating a certificate for one
project.

Obsolete Properties Tax
2006 PA 70: Modifies the definition of “rehabilitation” to in-

clude adding additional stories to a facility or
adding additional space to an existing level.

PA 667: Allows facilities in the cities of Bay City and
Adrian to be eligible for the tax abatement ret-
roactively.

Neighborhood Enterprise Zone Facilities Tax
2006 PA 349: Allows a facility in the city of Ecorse to obtain

the tax abatement despite the fact that it ob-
tained a building permit before it applied for the
abatement.

PA 661: Increases the share, from 10% to 15%, of a local
unit’s total acreage that can be composed of a
neighborhood enterprise zone containing only
homestead facilities.

2008 PA 4: Allows a facility in the city of Wyandotte to ob-
tain the tax abatement despite the fact that it
obtained a building  permit before it applied for
the abatement.

Commercial Rehabilitation Tax
2006 PA 554: Extends the tax to multi-family residential prop-

erty located in a commercial rehabilitation dis-
trict, reduces the minimum size of a district from
75 acres to 3 acres, deletes the size and vacancy
requirement for a qualified facility, and includes
facilities that are allocated a new markets credit
by the Internal Revenue Code.

2008 PA 3: Eliminates the requirement that the property
being rehabilitated is “obsolete”.

Transportation Taxes

Gasoline Tax
2006 PA 268: Reduces rate for gasoline that contains at least

70% ethanol to 12 cents per gallon.

Diesel Fuel Tax
2006 PA 268: Reduces rate for diesel fuel that contains at least

5% biodiesel to 12 cents per gallon.

Motor Carrier Fuel Tax
2006 PA 346: Reduces rate for diesel fuel that contains at least

5% biodiesel to 12 cents per gallon.

Watercraft Registration Tax
Prop.  2006-01: Creates, within Section 40 of Article 9 of the

state Constitution, the Waterways Account
within the Michigan Conservation and Recre-
ation Legacy Fund to receive watercraft regis-
tration revenue.

Aviation Gasoline Tax
2008 PA25,26: Exempts from the tax, fuel sold solely for the

purpose of reformulating leaded racing fuel.

Snowmobile Registration Tax
Prop.  2006-01: Creates, within Section 40 of Article 9 of the

state Constitution, the Snowmobile Account
within the Michigan Conservation and Recre-
ation Legacy Fund to receive snowmobile regis-
tration revenue.
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Ad Valorem Tax:  A tax computed from the value of a property.  Property taxes and part of the Michigan vehicle weight tax are
levied based on the value of the property or automobile.  Contrasted with these taxes are most special assessments,
which are levied based on a measure of how the property is benefited by a capital improvement such as frontage, or
the prior method of taxing vehicle registrations, which was the weight of the automobile.

Captive Insurance Company:  An insurance a company that insures risks of its parent, affiliated companies,
controlled unaffiliated business, or a combination of its parent, affiliated companies, and controlled unaffiliated
business.

Carryback:  A loss sustained or a portion of a credit not used in a given period that may be deducted from taxable
income for a prior period.

Collateral Heirs:  Persons who receive the assets of an individual who has died.

Earmarked:  The dedication or setting aside of assets or revenues for a specific use.

Excise Tax:  A tax levied on the purchase of individual products and services.  Taxes levied on tobacco products,
alcohol, beer and wine, gasoline are examples of excise taxes.  Contrasted with these are general sales and use taxes
that are levied because a retail sale has occurred rather than because of the product purchased.

Fiscal Year:  An accounting period of twelve months at the end of which a government determines its financial
condition and the results of its operations and closes its books.  The state fiscal year runs from October 1 through
September 30 of the following year.  Many Michigan local governments have fiscal years that run quarterly: January
1 to December 31, April 1 to March 31, July 1 to June 30, or October 1 to September 30.

Grantor Trusts:  Trusts where the income is taxed to the party placing the money into the trust or some other
person under subpart E of subchapter J of the federal internal revenue code.

Gross Receipts:  Entire amount received by a taxpayer from any business activity for direct or indirect gain, benefit
or advantage to the taxpayer.

Mill:  One one-thousandth of a dollar of assessed value, meaning that one mill is worth $1 of tax per $1,000 of
assessed value.

Nexus:  The amount or level of presence in a state that is required before a company is subject to taxation by that
state.

Par Value:  The face value of a security.

Pari-Mutuel:  A system of betting in which the amounts wagered are placed in a pool to be shared by those who
bet on the winners minus a percentage for the management.

Personal Property:  Generally considered things movable.  Personal property includes tangible property, other
than real property,  intangible property, and inventory.

Real Property: Land, buildings and fixtures on the land, and appurtenances to the land.

Severance Tax:  A tax imposed distinctively on removal of natural products such as oil, gas, other minerals, timber, or fish
and measured by value or quantity of products removed or sold.
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GLOSSARY OF TERMS (continued)

Situs:  The place where something exists or originates.  For tax purposes, examples of situs might include the
location of a residence or business, the place of work, and the origination of an estate or trust.

Specific Tax:  Article IX, Section 3, of the Michigan Constitution provides for the uniform general ad valorem
taxation of real and tangible personal property not exempt by law.  The Constitution permits the legislature to
provide for alternative means of taxation of designated real and tangible personal property in lieu of general ad
valorem taxation.  These taxes levied in lieu of ad valorem taxes are specific taxes.

Stumpage Value:  Values determined from log grade value tables.

Subchapter S Corporation:  A small business corporation limited to no more than 15 shareholders.  Statutorily, it
is defined as a corporation electing taxation under subchapter S of chapter 1 of subtitle A of the Internal Revenue
Code, sections 1361 to 1379 of the Internal Revenue Code.

Tangible Assets:  An item that is capable of being perceived especially by the sense of touch.  Contrasted with
tangible assets are intangible assets, which include items such as stocks, bonds, and bank holdings.  Intangible assets
were taxed under the property tax in Michigan until 1939, when the state began collecting the Intangibles Tax.  The
Intangibles Tax was phased out as of January 1, 1998.

Transient Guest:  A person staying less than 30 consecutive days at a particular establishment.

True Cash Value:  A cash value of property determined by finding out what one could reasonably expect to get in
an “arms length” transaction.

Value Added:  Microeconomics explains that for a business endeavor to be successful, revenues will be equal to
the cost of labor, the cost of materials, depreciation, and interest as well as allowing some profit for the owners or
investors.  The “value added” is simply the difference between these revenues and the value of the cost of materials
purchased from other firms to produce the product.

Value Added Tax:  A broad-based tax levied on that portion the “value added” of the final product of a business
that is over and above the value of the materials it purchased.  Each business is taxed on the addition to value it
contributes to the final product or service.  By applying the tax against the added value, multiple taxation of the
same business activity is avoided and transactions between business are treated the same as those between inter-
nally integrated operations within a single firm.

There are two methods of arriving at this tax base for a value-added tax: the deduction method and the addition
method.  Under the deduction method, the value added by any individual firm is equivalent to its total sales receipts
less its costs for materials.  Michigan utilized the deduction method when it levied the Business Activities Tax from
1953 to 1967.  The addition method bases the tax on the total of the firm’s profits, that is federal taxable income, with
the addition of items that reflect the value added by the business that are excluded from federal taxation.  These
include the cost of labor, depreciation, and interest.  This method is used in computing the Single Business Tax.
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7 Omits collections from certain minor taxes.

(In Millions)

Data
State Taxes 2004 2005 2006 2007 Sources

Income Taxes Personal Income $5,912 $6,039 $6,243 $6,442 A

Business Privilege Single Business $1,860 $1,937 $2,008 $1,869 A
Unemployment Insurance 1,082 1,360 1,513 1,610  B
Oil & Gas Severance 49 55 88 68  A
Insurance Company Retaliatory 234 241 226 218 A
Horse Race Wagering 12 11 10 9 A
Corporate Organization 20 20 20 20 A
State Casino Gaming 100 146 155 159 A
Airport Parking Excise 14 15 18 20 A
Quality Assurance Assessment Fees    325    510     677      828 G

  Subtotal7 $4,778 $4,295 $4,715 $4,801

Sales-Related Sales $6,458 $6,610 $6,589 $6,564 A
Use 1,317 1,396 1,391 1,383 A
Tobacco Products 956 1,186 1,139 1,132 A
Beer and Wine 52 52 51 51 A
Liquor Excise 110 112 117 121 A
Liquor Markup 182     186      193     200 E

  Subtotal7 $9,075 $9,541 $9,480 $9,451

Property Utility Property $   115 $   100 $     92 $   88 A
Estate 81 107 1 1 A
State Real Estate Transfer 318 320 312 240 A
State Education 1,542 1,794   1,900   2,075 A

  Subtotal7 $2,056 $2,320 $2,305 $2,404

Transportation Gasoline $   927 $   930    $  908 $  887 A
Diesel Fuel 137 146 163 145 A
Motor Vehicle Registration 935 867 870 880 A
Other 27       24       24      19 A

  Subtotal7 $2,026 $1,966 $1,965 $1,931 A

Total State Taxes7 $22,399 $23,043 $24,317 $25,029

Local Taxes

Income City Income $   480 $   461 $   458 $   473 C

Business Privilege Casino Gaming $   116 $   138 $   155 $   157 F

Sales-Related Utility Users $    50 $    53 $    60 $    50 F

Property General Property7 $10,369 $10,906 $11,565 $12,119 D

Total Local Taxes7 $11,015 $11,558 $12,238 $12,799

Total State and Local Taxes7 $32,849 $34,058 $35,875 $37,828

Data Sources: A Annual Report of the State Treasurer (state fiscal year basis).
B Michigan Unemployment Insurance Agency (state fiscal year basis).
C State Tax Commission (calendar year basis).
D State Tax Commission (local fiscal year basis).
E Michigan Department of Labor and Economic Growth, Liquor Control Commission (state fiscal year basis).
F Detroit Comprehensive Annual Financial Report (local fiscal year basis).
G  Michigan Comprehensive Annual Financial Report.

COLLECTIONS FROM MAJOR MICHIGAN TAXES, 2004-2007
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APPENDIX - SINGLE BUSINESS TAX
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LEGAL CITATION: M.C.L. 208.1 et seq.; 1975 PA 228.

YEAR ADOPTED: 1975

BASIS OF TAX: Privilege of doing business in Michigan.  Tax applies to corporations and unincorporated busi-
nesses with gross receipts exceeding $350,000.

Elimination of the Single Business Tax (SBT)

Public Act 115 of 1999 provided for the reduction of the Single Business Tax (SBT) rate by one-tenth of a
percentage point per year from its 1998 rate of 2.3% until the tax is eliminated.  This process was accelerated
through the initiative process.  On August 9, 2006, the Michigan Legislature approved voter-initiated legislation
(Public Act 325 of 2006) to repeal the SBT effective for tax years beginning after December 31, 2007.  The revenue
effect of the repeal of the SBT was approximately $1.9 billion on a full-year basis and fell entirely on the General
Fund, with some of the loss affecting FY2008 and the remainder FY09.

MEASURE OF TAX (BASE): A value-added type tax imposed basically on business income plus compensation paid, interest
paid, and depreciation, with major deductions for new capital investments and labor intensity.
Compensation excludes social security and Medicare contributions, unemployment insurance
and workers’ compensation payments, and a portion of health and welfare payments for Michigan
residents. Effective after December 31, 1999, the deduction for capital investments was replaced
by an investment tax credit.  Business conducted in the state is subject to the tax even if the
business does not have a physical presence in the state.

Adjustments to Base:
Base begins with federal taxable income of business entity, adjusted to:
(1) add back certain federal tax deductions (e.g. Single Business Tax paid; income taxes; compen-

sation paid; depreciation; loss carryback/forward; interest; dividends; dividend income from
Michigan bonds and certain Michigan obligations; partnership losses; royalties paid (except
system software); certain capital gains);

(2) deduct certain items included in federal taxable income (dividends, interest, partnership in-
come, royalties received, excluding certain royalties paid by television broadcasters and by
theaters to film distributors, oil and gas royalties, cable franchise fees paid to units of govern-
ment and computer software royalties (except system software); certain capital losses); in-
come due to grants received from certain funds established to aid the development of a
small business involved in technology industries; payments or credits made to or on behalf of
a taxpayer to defray the taxpayer’s floor plan interest;

(3) add the loss or deduct the gain attributable to another taxable business, to the extent in-
cluded in federal taxable income;

(4) add rent paid or deduct rent received if attributable to a sale/lease-back arrangement for
federal income tax purposes only.

Apportionment:
Entire tax base is allocated to Michigan if business activity is confined to the state.  For businesses
with multi-state activity, the apportionment formula is: sales 92.5%, property 3.75%, and payroll
3.75%, with exceptions for certain types of businesses.

SINGLE BUSINESS5

5 The Single Business Tax replaced eight previous taxes including an income tax on corporations and financial institutions, an
annual corporation franchise fee, the business portion of the intangibles tax, the property tax on inventories, and various
privilege taxes on savings and loans and domestic insurance companies.
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Adjustments to Apportioned Tax Base:
Thereafter, base is adjusted by an addition for proceeds from the disposition of tangible assets for
which a deduction for capital expenditures (“capital acquisition deduction”) has previously been
taken.  Previously unused capital acquisition deductions may be carried forward up to 10 years
after year in which originally claimed to offset future tax bases (business loss deductions).

Exemptions are allowed for:
(1) first $45,000 of tax base, plus up to $48,000 for partnerships and small corporations, with

reductions as income rises; exemption phased out as modified business income rises;
(2) governmental agencies;
(3) most “persons” exempt from federal income taxes;
(4) nonprofit cooperative housing corporations;
(5) portion of disability insurance premiums of insurers;
(6) agricultural producers;
(7) sales of nursery stock (trees, shrubs, plants) grown by the seller to a nursery dealer;
(8) certain revenues and expenses of farmers’ cooperatives;
 (9) expenses attributable to multiple employer arrangements to fund dental benefits;

Exclusions are allowed:
(1) if adjusted base exceeds 50% of gross receipts plus certain adjustments;
(2) if compensation paid exceeds 63% of tax base;
(3) if royalties are paid to a franchisor for out of state use of trade names, trademarks, or

similar intangible property.

Credits are allowed for:
(1) up to 100% of tax liability for small businesses with low profits;
(2) up to 20% of tax liability for “Subchapter S” corporations and unincorporated businesses;
(3) 5% of state property taxes on state assessed utilities;
(4) 50% of certain contributions up to a limit;
(5) federal unemployment penalty taxes paid by new Michigan employers;
(6) amounts paid for worker’s compensation supplemental cost of living payments;
(7) business activity in certain areas related to high technology, or in an enterprise zone or

renaissance zone;
(8) 50% of investments in certain minority venture capital companies;
(9) investment and job creation as determined by Michigan economic growth authority.  This

credit expires December 31, 2009;
(10) apprenticeship training between $1,000 and $4,000 per apprentice;
(11) 10% of investments in brownfield redevelopment zones, up to $30 million;
(12) 25% of qualified expenditures made for rehabilitation of certain historic resources;
(13) 0.85% to 2.30% (depending upon size) of the capital expenditures physically located in the

state adjusted down by the proportion of the SBT rate in effect in the year of the capital
expenditure divided by the pre-1999 rate of 2.3%;

(14) $1 per long ton of low-grade hematite consumed in industrial or manufacturing process;
(15) 6.5% of increased qualified research related to an eligible taxpayer’s pharmaceutical based

business activity above;
(16) SBT liability of the start up business in tax years that the qualified business has no business

income;
(17) Percentage of compensation paid to employees in “created jobs” in technology and manu-

facturing industries;

SINGLE BUSINESS (CONTINUED)
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(18) 50% credit for donations of certain automobile donations to qualified organizations, up
to $100 per vehicle donated;

(19) Difference between the negotiated rate of return on an original investment in the Michi-
gan Early Stage Venture Capital Investment Fund and the actual repayment.  This differ-
ence is issued in the form of a tax voucher that may be used to pay any tax liability.  Any
amount of a voucher not used in one year may be used in subsequent years to satisfy any
tax liability.  The vouchers are available after 2008 and before 2020;

(20) Research, development, or manufacturing of an alternative energy system, alternative
energy vehicle, alternative energy technology, or renewable fuel based.  One credit based
on qualified business activity; another credit based on qualified payroll amount;

(21) 15% of industrial personal property taxes paid.  This credit expires December 31, 2009;
(22) 100% of personal property taxes associated with high-tech or manufacturing jobs trans-

ferred to Michigan from outside the state.  This credit expires December 31, 2009;
(23) 3.9% of the compensation paid to employees at a facility in Troy that is engaged in research

and development of a two-mode hybrid car engine.  The maximum credit in a single year
is $3 million and is refundable.  The credit is available for tax years 2006 through 2015.

RATE: 1.9% for 2005; alternative tax of 2% of adjusted business income for eligible small businesses;
insurance companies are subject to a tax of 1.0735% of adjusted receipts.

ADMINISTRATION: Michigan Department of Treasury.

REPORT AND PAYMENT: Due April 30.  Estimated quarterly returns and payments due last day of April, July, October, and
January if estimated liability for year is over $600 or if expected adjustments for capital acquisi-
tions or dispositions exceed $100,000; due dates adjusted for taxpayers with fiscal year other than
calendar year.  A taxpayer with annualized apportioned gross receipts of less than $350,000 need
not file a return.

DISPOSITION: 100% to General Fund.

2006-07 COLLECTIONS: $1,868,953,000  Excludes tax paid by insurance companies.

2006-07 COLLECTIONS/UNIT: $984 million per 1%.

SINGLE BUSINESS (CONTINUED)


