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W etters, L aw , B ullard , B rackenridge, Jersev ic , W alberg , Jam ian , D alm an , R occa, H ill, 
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A b i l l  t o  a m e n d  s e c t i o n  30 o f  A c t  N o . 28 1 o f  t h e  P u b l i c  A c t s  

o f  1 9 6 7 ,  e n t i t l e d  

" I n c o m e  t a x  a c t  o f  1 9 6 7 ,"

a s  a m e n d e d  b y  A c t  N o . 2 6 8  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 6 .3 0  o f  t h e  M ic h i g a n  C o m p i le d  L a w s .

THE PEOPLE OF THE STATE OF MICHIGAN ENACT:

1 S e c t i o n  1 . S e c t i o n  30 o f  A c t  N o. 28 1 o f  t h e  P u b l i c  A c t s  o f

2 1 9 6 7 ,  a s  a m e n d e d  b y  A c t  N o . 268  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 6 .3 0  o f  t h e  M i c h i g a n  C o m p i le 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 0 .  ( 1 )  " T a x a b l e  in c o m e "  m e a n s ,  f o r  a  p e r s o n  o t h e r

6 t h a n  a  c o r p o r a t i o n ,  e s t a t e ,  o r  t r u s t ,  a d j u s t e d  g r o s s  in c o m e  a s

7 d e f i n e d  i n  t h e  i n t e r n a l  r e v e n u e  c o d e  s u b j e c t  t o  t h e  f o l l o w i n g

8 a d j u s t m e n t s :
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1 ( a )  A dd g r o s s  i n t e r e s t  in c o m e  a n d  d i v i d e n d s  d e r i v e d  f r o m

2 o b l i g a t i o n s  o r  s e c u r i t i e s  o f  s t a t e s  o t h e r  t h a n  M i c h i g a n ,  i n  t h e

3 s a m e  a m o u n t  t h a t  h a s  b e e n  e x c l u d e d  f r o m  a d j u s t e d  g r o s s  in c o m e

4 l e s s  r e l a t e d  e x p e n s e s  n o t  d e d u c t e d  i n  c o m p u t i n g  a d j u s t e d  g r o s s

5 in c o m e  b e c a u s e  o f  s e c t i o n  2 6 5 ( a ) ( 1 )  o f  t h e  i n t e r n a l  r e v e n u e

6 c o d e .

7 ( b )  A dd t a x e s  o n  o r  m e a s u r e d  b y  in c o m e  t o  t h e  e x t e n t  t h e

8 t a x e s  h a v e  b e e n  d e d u c t e d  i n  a r r i v i n g  a t  a d j u s t e d  g r o s s  i n c o m e .

9 ( c )  A dd  l o s s e s  o n  t h e  s a l e  o r  e x c h a n g e  o f  o b l i g a t i o n s  o f  t h e

10 U n i t e d  S t a t e s  g o v e r n m e n t ,  t h e  in c o m e  o f  w h ic h  t h i s  s t a t e  i s  p r o -

11 h i b i t e d  f r o m  s u b j e c t i n g  t o  a  n e t  in c o m e  t a x ,  t o  t h e  e x t e n t  t h a t

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

13 ( d )  D e d u c t ,  t o  t h e  e x t e n t  i n c l u d e d  i n  a d j u s t e d  g r o s s  i n c o m e ,

14 in c o m e  d e r i v e d  f r o m  o b l i g a t i o n s ,  o r  t h e  s a l e  o r  e x c h a n g e  o f  o b l i -

15 g a t i o n s ,  o f  t h e  U n i t e d  S t a t e s  g o v e r n m e n t  t h a t  t h i s  s t a t e  i s  p r o -

16 h i b i t e d  b y  la w  f r o m  s u b j e c t i n g  t o  a  n e t  in c o m e  t a x ,  r e d u c e d  b y

17 a n y  i n t e r e s t  o n  i n d e b t e d n e s s  i n c u r r e d  i n  c a r r y i n g  t h e  o b l i g a t i o n s

18 a n d  b y  a n y  e x p e n s e s  i n c u r r e d  i n  t h e  p r o d u c t i o n  o f  t h a t  in c o m e  t o

19 t h e  e x t e n t  t h a t  t h e  e x p e n s e s ,  i n c l u d i n g  a m o r t i z a b l e  b o n d  p r e m i -

2 0  u rn s , w e r e  d e d u c t e d  i n  a r r i v i n g  a t  a d j u s t e d  g r o s s  i n c o m e .

21 ( e )  D e d u c t ,  t o  t h e  e x t e n t  i n c l u d e d  i n  a d j u s t e d  g r o s s  i n c o m e ,

2 2  c o m p e n s a t i o n ,  i n c l u d i n g  r e t i r e m e n t  b e n e f i t s ,  r e c e i v e d  f o r  s e r v -

2 3  i c e s  i n  t h e  a r m e d  f o r c e s  o f  t h e  U n i t e d  S t a t e s .

2 4  ( f )  D e d u c t  t h e  f o l l o w i n g  t o  t h e  e x t e n t  i n c l u d e d  i n  a d j u s t e d

2 5  g r o s s  i n c o m e :
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1 ( i )  R e t i r e m e n t  o r  p e n s i o n  b e n e f i t s  r e c e i v e d  f r o m  a  f e d e r a l

2 p u b l i c  r e t i r e m e n t  s y s t e m  o r  f r o m  a  p u b l i c  r e t i r e m e n t  s y s t e m  o f  o r

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

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

5 r e t i r e m e n t  s y s t e m  o f  o r  c r e a t e d  b y  a n o t h e r  s t a t e  o r  a n y  o f  i t s

6 p o l i t i c a l  s u b d i v i s i o n s  i f  t h e  in c o m e  t a x  l a w s  o f  t h e  o t h e r  s t a t e

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

8 o r  e x e m p t i o n  o f  a  r e t i r e m e n t  o r  p e n s i o n  b e n e f i t  r e c e i v e d  f r o m  a

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

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

11 ( i i i )  S o c i a l  s e c u r i t y  b e n e f i t s  a s  d e f i n e d  i n  s e c t i o n  86  o f

12 t h e  i n t e r n a l  r e v e n u e  c o d e .

13 ( i v )  B e f o r e  O c t o b e r  1 , 1 9 9 4 ,  r e t i r e m e n t  o r  p e n s i o n  b e n e f i t s

14 f r o m  a n y  o t h e r  r e t i r e m e n t  o r  p e n s i o n  s y s t e m  a s  f o l l o w s :

15 (A ) F o r  a  s i n g l e  r e t u r n ,  t h e  sum  o f  n o t  m o re  t h a n

16 $ 7 , 5 0 0 . 0 0 .

17 (B ) F o r  a  j o i n t  r e t u r n ,  t h e  sum  o f  n o t  m o re  t h a n

18 $ 1 0 , 0 0 0 . 0 0 .

19 ( v )  A f t e r  S e p t e m b e r  3 0 ,  1 9 9 4 , r e t i r e m e n t  o r  p e n s i o n  b e n e f i t s

20 n o t  d e d u c t i b l e  u n d e r  - s u b p a r a g r a p h  ( i )  o r  s u b d i v i s i o n  ( e )  f r o m  a n y

21 o t h e r  r e t i r e m e n t  o r  p e n s i o n  s y s t e m  o r  b e n e f i t s  f r o m  a  r e t i r e m e n t

2 2  a n n u i t y  p o l i c y  i n  w h ic h  p a y m e n t s  a r e  m ad e  f o r  l i f e  t o  a  s e n i o r

23. c i t i z e n  o r  a  s u r v i v i n g  s p o u s e  o f  a  s e n i o r  c i t i z e n ,  - a s —d e f i n e d  i n

2 4  s e c t i o n '  - - 1 4 t o  a  m axim um  o f  t h e  a m o u n t s  p r o v i d e d  f o r  i n  s e c t i o n

25 3 0 a .  T h e  m axim um  a m o u n t s  a l l o w e d  u n d e r  t h i s  s u b p a r a g r a p h  s h a l l

26 b e  r e d u c e d  b y  t h e  a m o u n t  o f  t h e  d e d u c t i o n  f o r  r e t i r e m e n t  o r

27 p e n s i o n  b e n e f i t s  a l l o w e d  u n d e r  s u b p a r a g r a p h  ( i )  o r  s u b d i v i s i o n
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1 ( e ) .  F o r  t h e  1 9 9 5  t a x  y e a r  a n d  e a c h  t a x  y e a r  a f t e r  1 9 9 5 ,  t h e

2 m ax im u m  a m o u n t s  a l l o w e d  u n d e r  t h i s  s u b p a r a g r a p h  s h a l l  b e  a d j u s t e d

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

4 f o r  t h e  i m m e d i a t e l y  p r e c e d i n g  c a l e n d a r  y e a r .  T h e  d e p a r t m e n t

5 s h a l l  a n n u a l i z e  t h e  a m o u n t s  p r o v i d e d  i n  t h i s  s u b p a r a g r a p h  a n d

6 s u b p a r a g r a p h  ( i v ) a s  n e c e s s a r y  f o r  t a x  y e a r s  t h a t  e n d  a f t e r

7 S e p t e m b e r  3 0 ,  1 9 9 4 .  AS USED IN  T H IS  SUBPARAGRAPH, "SEN IO R

8 C IT IZ E N "  MEANS THAT TERM AS DEFINED IN SECTION 5 1 4 .

9 ( v i ) T h e  a m o u n t  d e t e r m i n e d  t o  b e  t h e  s e c t i o n  22 a m o u n t  e l i -

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

11 p r o v i d e d  i n  s e c t i o n  22 o f  t h e  i n t e r n a l  r e v e n u e  c o d e .

t 2  ( g )  A d j u s t m e n t s  r e s u l t i n g  f r o m  t h e  a p p l i c a t i o n  o f  s e c t i o n

13 2 7 1 .

14 ( h )  A d j u s t m e n t s  w i t h  r e s p e c t  t o  e s t a t e  a n d  t r u s t  in c o m e  a s

15 p r o v i d e d  i n  s e c t i o n  3 6 .

16 ( i )  A d j u s t m e n t s  r e s u l t i n g  f r o m  t h e  a l l o c a t i o n  a n d  a p p o r t i o n -

17 tn e n t  p r o v i s i o n s  o f  c h a p t e r  3 .

18 ( j )  D e d u c t  p o l i t i c a l  c o n t r i b u t i o n s  a s  d e s c r i b e d  i n  s e c t i o n  4

19 o f  t h e  M i c h i g a n  c a m p a ig n  f i n a n c e  a c t ,  A c t  N o . 3 8 8  o f  t h e  P u b l i c

2 0  A c t s  o f  1 9 7 6 , b e i n g  s e c t i o n  1 6 9 .2 0 4  o f  t h e  M i c h i g a n  C o m p i le d

21 L a w s ,  o r  s e c t i o n  301 o f  t i t l e  I I I  o f  t h e  f e d e r a l  e l e c t i o n  c a m -

2 2  p a i g n  a c t  o f  1 9 7 1 , P u b l i c  Law 9 2 - 2 2 5 ,  2 U .S .C .  4 3 1 ,  n o t  i n  e x c e s s

2 3  o f  $ 5 0 . 0 0  p e r  a n n u m , o r  $ 1 0 0 .0 0  p e r  an n u m  f o r  a  j o i n t  r e t u r n .

2 4  ( k )  D e d u c t ,  t o  t h e  e x t e n t  i n c l u d e d  i n  a d j u s t e d  g r o s s  i n c o m e ,

2 5  w a g e s  n o t  d e d u c t i b l e  u n d e r  s e c t i o n  280C  o f  t h e  i n t e r n a l  r e v e n u e

2 6  c o d e .
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1 { / )  D e d u c t  t h e  f o l l o w i n g  p a y m e n t s  m ad e  b y  t h e  t a x p a y e r  i n

2 t h e  t a x  y e a r :

3 ( i ) T h e  a m o u n t  o f  p a y m e n t  m ad e  u n d e r  a n  a d v a n c e  t u i t i o n  p a y -

4 m e n t  c o n t r a c t  a s  p r o v i d e d  i n  t h e  M ic h i g a n  e d u c a t i o n  t r u s t  a c t ,

5 A c t  N o . 3 1 6  o f  t h e  P u b l i c  A c t s  o f  1 9 8 6 , b e i n g  s e c t i o n s  3 9 0 . 1 4 2 1

6 t o  3 9 0 .1 4 4 4  o f  t h e  M i c h i g a n  C o m p i le d  L a w s .

7 ( i i ) T h e  a m o u n t  o f  p a y m e n t  m ade  u n d e r  a  c o n t r a c t  w i t h  a  p r i -

8 v a t e  s e c t o r  i n v e s t m e n t  m a n a g e r  t h a t  m e e t s  a l l  o f  t h e  f o l l o w i n g

9 c r i t e r i a :

10 (A ) T h e  c o n t r a c t  i s  c e r t i f i e d  a n d  a p p r o v e d  b y  t h e  b o a r d  o f

11 d i r e c t o r s  o f  t h e  M i c h i g a n  e d u c a t i o n  t r u s t  t o  p r o v i d e  e q u i v a l e n t

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

13 t u i t i o n  p a y m e n t  c o n t r a c t  a s  d e s c r i b e d  i n  s u b p a r a g r a p h  ( i ) .

14 (B ) T h e  c o n t r a c t  a p p l i e s  o n l y  f o r  a  s t a t e  i n s t i t u t i o n  o f

15 h i g h e r  e d u c a t i o n  a s  d e f i n e d  i n  t h e  M ic h i g a n  e d u c a t i o n  t r u s t  a c t ,

16 A c t  N o . 3 1 6  o f  t h e  P u b l i c  A c t s  o f  1 9 8 6 , o r  a  c o m m u n ity  o r  j u n i o r

17 c o l l e g e  i n  M i c h i g a n .

18 (C ) T h e  c o n t r a c t  p r o v i d e s  f o r  e n r o l l m e n t  b y  t h e  c o n t r a c t ' s

19 q u a l i f i e d  b e n e f i c i a r y  i n  n o t  l e s s  t h a n  4 y e a r s  a f t e r  t h e  d a t e  o n

20 w h i c h  t h e  c o n t r a c t  i s  e n t e r e d  i n t o .

21 (D ) T h e  c o n t r a c t  i s  e n t e r e d  i n t o  a f t e r  e i t h e r  o f  t h e

22 f o l l o w i n g :

23 ( I )  T h e  p u r c h a s e r  h a s  h a d  h i s  o r  h e r  o f f e r  t o  e n t e r  i n t o  a n

24 a d v a n c e  t u i t i o n  p a y m e n t  c o n t r a c t  r e j e c t e d  b y  t h e  b o a r d  o f  d i r e c -

25 t o r s  o f  t h e  M i c h i g a n  e d u c a t i o n  t r u s t ,  i f  t h e  b o a r d  d e t e r m i n e s

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

27 u p o n  a n  a c t u a r i a l l y  s o u n d  b a s i s .
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1 ( I I )  T h e  b o a r d  o f  d i r e c t o r s  o f  t h e  M i c h i g a n  e d u c a t i o n  t r u s t

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

3 e n r o l l e e s  u p o n  a n  a c t u a r i a l l y  s o u n d  b a s i s .

4 (m ) I f  a n  a d v a n c e  t u i t i o n  p a y m e n t  c o n t r a c t  u n d e r  t h e

5 M i c h i g a n  e d u c a t i o n  t r u s t  a c t ,  A c t  N o . 3 1 6  o f  t h e  P u b l i c  A c t s  o f

6 1 9 8 6 ,  o r  a n o t h e r  c o n t r a c t  f o r  w h ic h  t h e  p a y m e n t  w a s  d e d u c t i b l e

7 u n d e r  s u b d i v i s i o n  ( i )  i s  t e r m i n a t e d  a n d  t h e  q u a l i f i e d  b e n e f i c i a r y

8 u n d e r  t h a t  c o n t r a c t  d o e s  n o t  a t t e n d  a  u n i v e r s i t y ,  c o l l e g e ,  j u n i o r

9 o r  c o m m u n i ty  c o l l e g e ,  o r  o t h e r  i n s t i t u t i o n  o f  h i g h e r  e d u c a t i o n ,

10 a d d  t h e  a m o u n t  o f  a  r e f u n d  r e c e i v e d  b y  t h e  t a x p a y e r  a s  a  r e s u l t

11 o f  t h a t  t e r m i n a t i o n  o r  t h e  a m o u n t  o f  t h e  d e d u c t i o n  t a k e n  u n d e r

12 s u b d i v i s i o n  ( I ) f o r  p a y m e n t  m ad e  u n d e r  t h a t  c o n t r a c t ,  w h i c h e v e r

13 i s  l e s s .

14 ( n )  D e d u c t  f r o m  t h e  t a x a b l e  in c o m e  o f  a  p u r c h a s e r  t h e  a m o u n t

15 i n c l u d e d  a s  in c o m e  t o  t h e  p u r c h a s e r  u n d e r  t h e  i n t e r n a l  r e v e n u e

16 c o d e  a f t e r  t h e  a d v a n c e  t u i t i o n  p a y m e n t  c o n t r a c t  e n t e r e d  i n t o

17 u n d e r  t h e  M i c h i g a n  e d u c a t i o n  t r u s t  a c t ,  A c t  N o . 3 1 6  o f  t h e  P u b l i c

18 A c t s  o f  1 9 8 6 ,  i s  t e r m i n a t e d  b e c a u s e  t h e  q u a l i f i e d  b e n e f i c i a r y

19 a t t e n d s  a n  i n s t i t u t i o n  o f  p o s t s e c o n d a r y  e d u c a t i o n  o t h e r  t h a n

2 0  e i t h e r  a  s t a t e  i n s t i t u t i o n  o f  h i g h e r  e d u c a t i o n  o r  a n  i n s t i t u t i o n

21 o f  p o s t s e c o n d a r y  e d u c a t i o n  l o c a t e d  o u t s i d e  t h i s  s t a t e  w i t h  w h i c h

2 2  a  s t a t e  i n s t i t u t i o n  o f  h i g h e r  e d u c a t i o n  h a s  r e c i p r o c i t y .

2 3  ( o )  A d d , t o  t h e  e x t e n t  d e d u c t e d  i n  d e t e r m i n i n g  a d j u s t e d

2 4  g r o s s  i n c o m e ,  t h e  n e t  o p e r a t i n g  l o s s  d e d u c t i o n  u n d e r  s e c t i o n  172

2 5  o f  t h e  i n t e r n a l  r e v e n u e  c o d e .

26  ( p )  D e d u c t  a  n e t  o p e r a t i n g  l o s s  d e d u c t i o n  f o r  t h e  t a x a b l e

2 7  y e a r  a s  d e f i n e d  i n  s e c t i o n  172 o f  t h e  i n t e r n a l  r e v e n u e  c o d e
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1 subject to the modifications' under section 172(b)(2) of the

2 internal revenue code and subject to the allocation and appor-

3 tionment provisions of chapter 3 of this act for the taxable year

4 in which the loss was incurred.

5 (q) For a tax year beginning after 1986, deduct, to the

6 extent included in adjusted gross income, benefits from a dis-

7 criminatory self-insurance medical expense reimbursement plan.

8 (r) After September 30, 1994, a taxpayer who is a senior

9 citizen as defined in section 514 may deduct, to the extent

10 included in adjusted gross income, interest, and-- dividends, AND

11 CAPITAL GAINS received in the tax year not to exceed $1,000.0-0 •

12 $5,000.00 for a single return or -$ 2 ,QQQ.00 for a joint return.

13 However, the deduction under this subdivision shall not be taken

14 if the taxpayer takes a deduction for retirement benefits under

15 subdivision (e) or a deduction under subdivision (f)(i), (ii),

16 (iv), or (v). For the 1995 tax year and each tax year after

17 1995, the maximum amounts allowed under this subdivision shall be

18 adjusted by the percentage increase in the Detroit consumer price

19 index for the immediately preceding calendar year. The depart-

20 ment shall annualize the amounts provided in this subdivision as

21 necessary for tax years that end after September 30, 1994.

22 (2) The following personal exemptions multiplied by the

23 number of personal or dependency exemptions allowable on the

24 taxpayer's federal income tax return pursuant to the internal

25 revenue code shall be subtracted from taxable income:

7
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1 (a) For a tax year beginning during 1987 .........  $1,600.00.
2 (b) For a tax year beginning during 1988.........  $1,800.00.
3 (c) For a tax year beginning during 1989.........  $2,000.00.

4 (d) For a tax year beginning after 1989........... $2,100.00.
5 (3) A single additional exemption of $1,400.00 for a tax

6 year beginning during 1987, $1,200.00 for a tax year beginning
7 during 1988, $1,000.00 for a tax year beginning during 1989, and
8 $900.00 for a  tax year beginning after 1989 is allowed in each of

9 the following circumstances:
10 (a) The taxpayer is a paraplegic, a quadriplegic, a hemiple-
11 gic, a person who is blind as defined in section 504, or a

12 totally and permanently disabled person as defined in section
i 3 522.

14 (b) The taxpayer is a deaf person as defined in section 2 of

15 the deaf persons' interpreters act, Act No. 204 of the Public
16 Acts of 1982, being section 393.502 of the Michigan Compiled
17 Laws.
18 (c) The taxpayer is 65 years of age or older.
19 (d) The return includes unemployment compensation that
20 amounts to 50% or more of adjusted gross income.
21 (4) For a tax year beginning after 1987, an individual with
22 respect to whom a deduction under section 151 of the internal
23 revenue code is allowable to another federal taxpayer during the

24 tax year is not considered to have an allowable federal exemption
25 for purposes of subsection (2), but may deduct $500.00 from tax-
26 able income for a tax year beginning in 1988 and $1,000.00 for a
27 tax year beginning after 1988.
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1 (5) A nonresident or a part-year resident is allowed that

2 proportion of an exemption or deduction allowed under subsection

3 (2), (3), or (4) that the taxpayer's portion of adjusted gross

4 income from Michigan sources bears to the taxpayer's total

5 adjusted gross income.
6 (6) For a tax year beginning after 1987, in calculating tax-
7 able income, a taxpayer shall not subtract from adjusted gross
8 income the amount of prizes won by the taxpayer under the

9 McCauley-Traxler-Law-Bowman-McNeely lottery act, Act No. 239 of
10 the Public Acts of 1972, being sections 432.1 to 432.47 of the

11 Michigan Compiled Laws.
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