HOUSE BILL No. 4808
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HOUSE BILL No. 4808

May 18, 2005, Introduced by Reps. Lemmons, |11, Lemmons, Jr., Cushingberry, Waters,
McConico and Virgil Smith and referred to the Committee on Tax Policy.

A bill to anmend 1964 PA 284, entitled
"City incone tax act,"
by amendi ng section 3 of chapter 1 (MCL 141.503), as anended by
1998 PA 500, and by adding section 3e to chapter 1.

THE PECPLE OF THE STATE OF M CHI GAN ENACT:
CHAPTER 1

Sec. 3. (1) The governing body of a city, by a lawmully
adopt ed ordi nance that incorporates by reference the uniformcity
i ncome tax ordinance set forth in chapter 2, may |evy, assess, and
coll ect an excise tax on inconme as provided in the ordi nance. The
ordi nance shall state the rate of the tax which shall be the rate

aut horized by 1 of the foll ow ng:
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(a) The uniformcity inconme tax ordi nance under section 11 of
chapter 2.

(b) Subsection (2).

(c) Section 3a, 3b, —er— 3c, OR 3E of this chapter

(2) Except as otherw se provided in subsections (3), (4), and
(5), inacity with a population of nore than 750, 000, the
governing body nmay levy and collect a tax at a rate to be
determined fromtime to tinme, that rate to be not nore than 2% on
corporations and the followi ng maxi numtax rates on resident
i ndi vi dual s and nonresident individuals for the foll ow ng years:

(a) Before July 1, 1999, 3.00% on resident individuals and
1.50% on nonresi dent i ndividual s.

(b) Beginning July 1, 1999 and each July 1 after 1999, the
maxi mumtax rate under this subsection on resident individuals
shall be reduced by 0.1 until the rate on resident individuals is
2.0% —Fhe— BEFORE JULY 1, 2005, THE tax rate inposed on
nonr esi dent individuals shall be 50% of the tax rate inposed on
resi dent individuals each year

(3) If any 3 of the following conditions exist in a city with
a popul ation of 750,000 or nore, the city nay apply to the state
adm ni strative board for certification that those conditions exi st
and the maxi mum tax rate under subsection (2)(b) OR (3) shall not
be further reduced as provided in subsections (4) and (5):

(a) Funds have been withdrawn fromthe city's budget
stabilization fund for 2 or nore consecutive city fiscal years or
there is a balance of zero in the city's budget stabilization fund.

(b) The city's incone tax revenue growh rate is 0.95 or |ess.
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(c) The local tax base gromh rate is 80%or |ess of the
statewi de tax base growth rate.

(d) The city's unenpl oynent rate is 10% or higher according to
the nost recent statistics available fromthe M chigan jobs
conmi ssi on.

(4) If the state adm nistrative board certifies within 60 days
of application that any 3 of the conditions set forth under
subsection (3) are net, the maxi numtax rate under subsection (2)
shall not be further reduced fromthe date of the state
adm ni strative board's certification until the July 1 follow ng the
expiration of 1 year after the state administrative board's
certification unless the city applies for certification that the
conditions continue to exist. Before the expiration of the
certification, the city may apply to the state adm nistrative board
to certify that the conditions continue to exist and if the state
adm ni strative board so certifies, the certification may continue
until the July 1 following the expiration of 1 year after the state
adm ni strative board' s certification that the conditions continue
to exist. The city may continue to apply for certification unti
t he conditions under subsection (3) no |onger exist.

(5) Notwi thstandi ng any other provision of this section, if on
July 1 the maximumtax rate on resident individuals is reduced
under subsection (2) after a year or years in which the nmaxi numtax
rate was not reduced because of subsections (3) and (4), the
maxi mumtax rate on resident individuals shall be the maxi num tax
rate in effect on June 30 of that year reduced by 0.1 and the rate

on nonresident individuals shall be 50% of the rate inposed on
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resident individuals. On each subsequent July 1, subsection (2)
applies to the maximumtax rates, subject to subsections (3) and
(4).

(6) The governing body of a city may adopt the uniformcity
income tax ordinance with the alternative sections as set forth in
chapter 3 instead of the simlarly nunbered sections as set forth
in chapter 2. The uniformcity inconme tax ordi nance may be lawfully
adopted or rescinded by the governing body at any tine. The
adoption of an ordinance is effective on and after January 1 or
July 1 follow ng adoption of the ordinance, as specified in the
ordi nance, but an ordinance shall not becone effective earlier than
45 days after adoption or until approved by the electors if a
referendum petition is filed as authorized in this act or a
referendumis otherw se required. The rescission of an ordi nance
shal | becone effective on the foll ow ng Decenber 31. The ordi nance
may be rescinded at any tinme by the governing body in the sane
manner in which it was adopted and with appropriate enforcenent,
collection, and refund provisions with respect to liabilities
incurred prior to the effective date of the rescission of the
ordi nance. The ordi nance shall not be amended except as provi ded by
the legislature. A city may anmend the ordi nance to change the tax
rate to a rate authorized by this act.

(7) Petitions for a referendumelection on the question of
adopti ng an ordi nance adopted by the governing body nay be filed
with the city clerk not later than the sixth Monday follow ng the
adoption of the ordinance. The petitions shall be signed by a

nunber of registered electors of the city equal to at |east 10%
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but not nore than 20% of the registered electors of the city
voting in the |ast general nunicipal election prior to the adoption
of the ordinance by the governing body. If proper petitions are
filed, the question of adopting the ordinance shall be submtted by
t he governing body to the city electors at the next primary or
general election or at a special election called for the purpose,
in any case held not |ess than 45 days nor nore than 90 days after
the clerk has reported the filing of the referendum petition to the
city's governing body. The checking of names on the petitions, the
counting, canvassing, and return of the votes on the question, and
ot her procedures for the election shall be as provided by | aw or
charter. Upon a favorable vote of the city electors, the ordinance
shall be effective as specified in the ordi nance which may be
anended by the governing body of the city following the election to
specify July 1 or January 1 as the effective date of the ordinance,
if the effective date originally specified in the ordinance is
consi dered inpractical or inconvenient for any reason. The
provisions in this section for a referendum el ection, and for

del aying the effective date of the ordinance if petitions for a
referendumare filed, are not applicable to a city that on January
1, 1964 had in effect a valid ordinance |evying and inposing an
excise tax levied on or neasured by incone. Notw thstandi ng any

ot her provision of this act, if an ordinance beconmes effective on
any date other than January 1, each tax year shall end on Decenber
31, and the provisions of the ordinance based on a full tax year
are nodified accordingly to be applicable to the partial tax year.

(8) The city shall annualize the rates under this section as

02159' 05 RIJA



© 00 N o o B~ wWw N P

N NN N N N NN PR P P P R R P R Rk
N~ o o0 A WN P O ©O 00N O O~ WDN P O

necessary.

(9) As used in this section:

(a) "Consumer price index" neans the Detroit consuner price
i ndex for all urban consuners as defined and reported by the United
St at es departnent of |abor, bureau of |abor statistics, and as
certified by the state treasurer

(b) "Incone tax revenue growth rate" neans a nunber the
nunerator of which is the incone tax collections of the city for
the city fiscal year inmediately preceding the city's application
under subsection (3) and the denom nator of which is the product of
the incone tax collections of the city for the city fiscal year
i mredi ately preceding the city fiscal year used to determ ne the
nunmerator multiplied by 1 plus the correspondi ng percentage change
in the average consumer price index for the cal endar year ending in
the city fiscal year used to determ ne the nunerator

(c) "Local tax base growth rate" neans the total taxable value
of real property and personal property in the city for the nost
recent year for which data is avail able divided by the total
t axabl e value of real property and personal property in the city
for the second year i mmedi ately preceding the nost recent year for
which the data is avail able.

(d) "Statew de tax base growth rate" neans the total taxable
val ue of real property and personal property in the state for the
nost recent year for which the data is avail able divided by the
total taxable value of real property and personal property in the
state for the second year i medi ately preceding the nost recent

year for which the data is avail abl e.
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SEC. 3E. BEG NNING JULY 1, 2005, A CITY WTH A POPULATI ON OF
MORE THAN 750, 000 MAY AMEND THE ORDI NANCE TO | NCREASE THE RATE
| MPOSED ON NONRESI DENT | NDI VI DUALS SO THAT THE RATE | MPOSED ON
NONRESI DENT | NDI VI DUALS |'S EQUAL TO THE RATE | MPOSED ON
CORPORATI ONS AND RESI DENT | NDI VI DUALS, WHI CH RATE SHALL NOT EXCEED
THE MAXI MUM ALLOMBLE RATE FOR CORPORATI ONS AND RES| DENT
| NDI VI DUALS UNDER THI'S ACT. AN AVENDMVENT TO THE CI TY | NCOVE TAX
ORDI NANCE UNDER THI'S SECTI ON |'S NOT EFFECTI VE UNLESS THE ANMENDVENT
| S APPROVED BY A MAJORI TY OF THE QUALI FI ED ELECTORS VOTI NG ON THE
QUESTI ON.
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