SB- 0672, As Passed House, Decenber 18, 2003

HOUSE SUBSTI TUTE FOR
SENATE BILL NO 672

A Dbill to amend 1975 PA 228, entitled
"Si ngl e business tax act,"
by amendi ng section 4 (MCL 208.4), as anmended by 2002 PA 603.

THE PECPLE OF THE STATE OF M CHI GAN ENACT:

Sec. 4. (1) "Casual transaction” neans a transaction nade
or engaged in other than in the ordinary course of repeated and
successive transactions of a like character, except that a
transacti on nmade or engaged in by a person that is incidental to
that person's regul ar business activity is a business activity
within the nmeaning of this act.

(2) "Comm ssioner"” neans the —statecomm-ssioner—of+revende

depart nent.
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(3) Except as otherw se provided in subsection (4),
10 "conpensation” neans all wages, salaries, fees, bonuses,

11 comm ssions, or other paynents nmade in the taxable year on behal f
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of or for the benefit of enployees, officers, or directors of the
t axpayers. Conpensation includes, but is not limted to,
paynents that are subject to or specifically exenpt or excepted
from w t hhol di ng under sections 3401 to 3406 of the interna
revenue code. Conpensation also includes, on a cash or accrua
basis consistent with the taxpayer's nethod of accounting for
federal incone tax purposes, paynents to state and federal
unenpl oynment conpensation funds, paynents under the federa
i nsurance contribution act and simlar social insurance prograns,
paynents, including self-insurance, for worker's conpensation
i nsurance, payments to individuals not currently working,
paynents to dependents and heirs of individuals because of
current or former |abor services rendered by those individuals,
paynments to a pension, retirenment, or profit sharing plan, and
paynments for insurance for which enpl oyees are the beneficiaries,
i ncl udi ng paynments under health and wel fare and noni nsured
benefit plans and paynents of fees for the administration of
health and wel fare and noni nsured benefit plans. Conpensation
does not include any of the follow ng:

(a) Discounts on the price of the taxpayer's nerchandi se or
services sold to the taxpayer's enpl oyees, officers, or directors
that are not available to other custoners.

(b) Paynents to an independent contractor.

(c) For tax years beginning after Decenber 31, 1994, paynents
to state and federal unenploynment conpensation funds.

(d) For tax years beginning after Decenber 31, 1994, the

enpl oyer's portion of paynments under the federal insurance
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contributions act, chapter 21 of subtitle C of the interna
revenue code, 26 -U-S—&— USC 3101 to 3128, the railroad
retirement tax act, chapter 22 of subtitle C of the interna
revenue code, 26 -U-S—&— USC 3201 to 3233, and simlar social
i nsurance prograns.

(e) For tax years beginning after Decenber 31, 1994,
paynents, including self-insurance paynents, for worker's
conpensation insurance or federal enployers' liability act
i nsurance pursuant to chapter 149, 35 Stat. 65, 45 U-S-G— USC
51 to 60.

(f) For tax years beginning after Decenber 31, 2003, the
foll ow ng paynments under health and wel fare and noni nsured

benefit plans for the benefit of persons who are residents of
this state and paynents of fees for the adm nistration of health
and wel fare and noni nsured benefit plans for the benefit of
persons who are residents of this state for the specified years:

(i) For tax years that begin after Decenber 31, 2003 and
before January 1, 2005, 5%

(i) For tax years that begin after Decenber 31, 2004 and
before January 1, 2006, 20%

(1if) For tax years that begin after Decenber 31, 2005 and
before January 1, 2007, 40%

(iv) For tax years that begin after Decenber 31, 2006, the
percent age of paynents as provi ded under section 4a.

(4) For tax years that begin after Decenber 31, 2003, for
pur poses of determ ning conpensation of a professional enployer

or gani zati on, conpensation includes paynents by the professiona
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enpl oyer organization to the officers and enpl oyees of an entity
whose enpl oynent operations are nmanaged by the professiona
enpl oyer organi zation. Conpensation of the entity whose
enpl oynment operations are managed by a professional enployer
or gani zati on does not include conpensation paid by the
pr of essi onal enpl oyer organization to the officers and enpl oyees
of the entity whose enpl oynent operations are nanaged by the
pr of essi onal enpl oyer organization. As used in this subsection,
"professional enployer organi zati on" nmeans an organi zati on that
provi des the managenent and adm nistrati on of the human resources
and enpl oyer risk of another entity by contractually assum ng
substantial enployer rights, responsibilities, and risk through a
pr of essi onal enpl oyer agreenent that establishes an enpl oyer
relationship with the | eased officers or enployees assigned to
the other entity by doing all of the follow ng:

(a) Maintaining the right of direction and control of
enpl oyees' work, although this responsibility nay be shared with
the other entity.

(b) Payi ng wages and enpl oynent taxes of the enpl oyees out of
its own accounts.

(c) Reporting, collecting, and depositing state and federal
enpl oynent taxes for the enpl oyees.

(d) Retaining the right to hire and fire enpl oyees.

(5) "Departnent" neans the —+evenue—bureav—ofthe— depart nent
of treasury.

Enacting section 1. This anendatory act does not take

effect unless Senate Bill No. 673 of the 92nd Legislature is
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