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THE APPARENT PROBLEM: 

The Department of Treasury bas requested amendmenrs 
to several aclS that will allow them to implement a 
program under which the department will administer the 
city income tax for any city that enters into an agreement 
with the department. At least one city, the city of 
Albion, is reported to be interested in such an 
arrangement. 

THE CONTENT OF THE BIUS: 

The three bills would, generally speaking, provide 
amendmenlS that would allow, beginning with the 1996 
tax year, the Michigan Department of Treasury to 
administer, enforce, and collect the city income tax on 
behalf of a city, and that would make the administration 
of the city income tax, regardless of whether 
administered at the state or local level, more like the 
administration of the state income tax. 

House Bill 6232 would amend the State Tax Lien 
Registration Act (MCL 211.681 et al.) and rename it the 
State and City Tax Lien Registration Act. The bill would 
make the act's provisions regarding liens placed upon real 
and personal property for taxes payable to the state apply 
also to taxes payable to a city. T.be bill specifies that a 
lien could not be filed under the act against real or 
personal property for real or personal property taxes. 

House Bj!l 6233 would amend the revenue act (MCL 
205.13 et al.) to specify that the Department of Treasury 
would be vested with all the powers, duties, functions, 
responsibilities, and jurisdiction to administer, collect 
under, and enforce the City Income Tax Act for cities 
that enter into an agreement with the department under 
that act for the state to administer, enforce, and collect 
the city income tax on behalf of a city. The bill also 
would provide that, for tax years after the 1995 tax year, 
if a taxpayer pays with his or her annual relUCil an amount 
less than the sum of the declared tax liability under the 
state and city income tax aclS, then the amount paid 
would be proportionately applied against the amounrs 
declared under each act. 

CITY INCOME TAX COLLECTION 

House Bill 6232 (Substitute H-1) 
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House Bill 6235 would amend the City Income Tax Act 
(MCL 141.505) to allow a city that imposes a tax under 
the act to enter into an agreement with the Department of 
Treasury under which the department would administer, 
enforce, and collect the income tax on behalf of the city. 
{That provision would be effective January 1, 1996.) The 
bill would create a city income tax trust fund within the 
department. Taxes collected would go into that fund and 
be paid out to participating cities, except that an amount 
could be retained to cover the cost of collection and 
administration with that amount to be deposited into the 
state's general fund. Refunds to taxpayers would also be 
paid from the fund. The bill contains a great many 
changes to the act regarding the assessment process (for 
cities with agreements); the appeal process (for aJI cities); 
the recovery process (for all cities); the statute of 
limitations (for aJI cities), which is extended from three 
years to four; due dates for withholding and annual 
returns (for cities with agreemenlS); discretionary 
penalties (for all cities); jeopardy assessmenlS (for aJI 
cities); interest on deficiencies (for all cities); refunds of 
nonobligated spouses (all cities); personal liability of 
corporate officers (all cities); and the cessation of 
businesses (all cities). 

Under the bills, the Department of Treasury could not 
assess any surcharge to a taxpayer for collection of the 
city income tax under an agreement with a city. 

BACKGROUND INFORMATION: 

The House earlier this session passed House Bill 4588, 
which also amended the City Income Tax Act to permit 
a city to enter an agreement with the Department of 
Treasury for the collection of the tax. 

FISCAL IMPLICATIONS: 

Preliminary analyses by the House Fiscal Agency indicate 
that there will be no cost to the state from these bills and 
that the implications for local unilS are indeterminate. 
(Fiscal notes dated 12·3·96) 
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ARGUMENTS: 

For: 
The bills represent enabling and implementing legislation 
for a program under which the Department of Treasury 
will administer the city income tax for willing cities. The 
amendments to the City Income Tax Act have been 
described generally as making the city tax more like the 
state income tax as regards administration, enforcement, 
and collection. They modernize and make more effective 
the administration of the city income laX. 

POSITIONS: 

The Michigan Department of Treasury supports the bills. 
(12-5-96) 

The Michigan Municipal League supports the bills. (12-
5-96) 

Analyst: C. Couch 

•This analysis wu pRpored by nonpanisan House s1alT ror use by House members in 
lhcu deliberations, and does not constitute an officiallllltanent orlqislativc intent. 
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