HOUSE STANDING COMMITTEE ON
TAX POLICY

Room 519 House Office Building Wednesday 10:30 a.m. December 7, 2011

Representative Jud Gilbert, Chair, called the meeting to order.

Representative Gilbert requested attendance be called to establish a quorum of the appointed
committee members:

Present: Representatives Gilbert, Walsh, Horn, Farrington, Foster, Lyons, Nesbitt, O'Brien,
Olson, Ouimet, Constan, Barnett, Kandrevas, Townsend, Cavanagh and Hobbs.

Absent/Excused: Representative Meadows.
Representative Constan moved to approve the minutes of the meeting held on November 30, 2011.
There being no objection, the motion prevailed by unanimous consent.
Representative Constan moved to excuse the absent member from the meeting.

There being no objection, the motion prevailed by unanimous consent.

TriciaKinley, representing the Michigan Chamber of Commerce, submitted a testimony card
indicating support for al of the bills and substitutes before the committee at this meeting.

The Chair laid HB 4940, SB 653, SB 666, SB 673, SB 678 and SB 807 before the committee.

HB 4940 Gilbert Income tax; administration; definition of partnership and publicly
traded partnership; include.process; revise.

SB 653  Brandenburg Income tax; administration; definition of foreign operating entity and
member; clean up.

SB 666  Pappageorge Income tax; other; definition of corporation; clarify.

SB 673  Robertson Income tax; other; references to each tax base; eliminate to reflect

single tax base.
SB 678  Proos Income tax; administration; treatment of disregarded entities; clarify.

SB 807  Hildenbrand Income tax; administration; apportionment of the tax base for a flow-
through entity and certain unitary business groups, clarify.



Howard Ryan, representing the Michigan Department of Treasury, testified on the above hills.
Questions and discussion followed.

The Chair placed the committee at ease, the time being 11:05 am.
The Chair called the meeting back to order, thetime being 11:15 am.

Representative Farrington moved to report with recommendation SB 653.
The motion prevailed by avote of 9-0-6.
FAVORABLE ROLL CALL:
Yeas. Representatives Gilbert, Horn, Farrington, Foster, Lyons, Nesbitt, O'Brien, Olson,
Ouimet,
Nays: None,
Pass. Representatives Constan, Barnett, Kandrevas, Townsend, Cavanagh and Hobbs.
SB 653 reported with recommendation
Representative Lyons moved to report with recommendation SB 666.
The motion prevailed by avote of 9-0-6.
FAVORABLE ROLL CALL:
Yeas. Representatives Gilbert, Horn, Farrington, Foster, Lyons, Nesbitt, O'Brien, Olson,
Ouimet,
Nays: None,
Pass. Representatives Constan, Barnett, Kandrevas, Townsend, Cavanagh and Hobbs.
SB 666 reported with recommendation.
Representative Horn moved to report with recommendation SB 678

The motion prevailed by a vote of 9-0-6.

FAVORABLE ROLL CALL:

Yeas. Representatives Gilbert, Horn, Farrington, Foster, Lyons, Nesbhitt, O'Brien, Olson,
Ouimet,

Nays: None,

Pass. Representatives Constan, Barnett, Kandrevas, Townsend, Cavanagh and Hobbs.

SB 678 reported with recommendation
Representative Farrington moved to adopt substitute (H-1) for HB 4940.
The motion prevailed by avote of 9-0-6.
FAVORABLE ROLL CALL:

Yeas. Representatives Gilbert, Horn, Farrington, Foster, Lyons, Nesbhitt, O'Brien, Olson,
Ouimet,



Nays: None,
Pass. Representatives Constan, Barnett, Kandrevas, Townsend, Cavanagh and Hobbs.

Representative Foster moved to report with recommendation HB 4940 as substitute (H-1).
The motion prevailed by avote of 10-0-6.
FAVORABLE ROLL CALL:

Yeas. Representatives Gilbert, Walsh, Horn, Farrington, Foster, Lyons, Nesbitt, O'Brien,
Olson, Ouimet,

Nays: None,

Pass. Representatives Constan, Barnett, Kandrevas, Townsend, Cavanagh and Hobbs.

HB 4940 reported with recommendation as substitute (H-1)

Representative Walsh moved to report with recommendation SB 673.
The motion prevailed by avote of 10-0-6.
FAVORABLE ROLL CALL:

Yeas. Representatives Gilbert, Walsh, Horn, Farrington, Foster, Lyons, Nesbitt, O'Brien,
Olson, Ouimet,

Nays: None,

Pass. Representatives Constan, Barnett, Kandrevas, Townsend, Cavanagh and Hobbs.

SB 673 reported with recommendation

Representative Lyons moved to report with recommendation SB 807.
The motion prevailed by avote of 10-0-6.
FAVORABLE ROLL CALL:

Yeas. Representatives Gilbert, Walsh, Horn, Farrington, Foster, Lyons, Nesbitt, O'Brien,
Olson, Ouimet,

Nays: None,

Pass. Representatives Constan, Barnett, Kandrevas, Townsend, Cavanagh and Hobbs.

SB 807 reported with recommendation

The Chair laid SB 368 and SB 369 before the committee.

SB 368  Brandenburg Taxation; administration; treatment of personal investment income
under the former single business tax act; clarify.

SB 369  Brandenburg Michigan business tax; tax base; treatment of personal investment
income; clarify.

The following testified indicating support for SB 368 and SB 369.



Howard Ryan, representing the Michigan Department of Treasury
John Lindley and Greg Nowak, representing the MACPA
Tim Sanford, Paul Valacak and Bob Brownlee, representing MFO Management Company

The following submitted testimony cards indicating support for SB 369 but did not wish to speak.

Charlie Pryde, representing Fort Motor Company
Mike Johnston, representing the Michigan Manufacturers Association

Representative Barnett moved to adopt the following amendments to SB 368.

1. Amend page 7, line 24, after "INDIVIDUAL" by striking out "OR A PERSON
RELATED TO THAT INDIVIDUAL" and inserting "OR A GROUP OF INDIVIDUALS".

2. Amend page 7, line 27, after "555.113." by striking out the balance of the subsection.

The motion did not prevail by avote of 6-6-3.

UNFAVORABLE ROLL CALL:
Y eas. Representatives Constan, Barnett, Kandrevas, Townsend, Cavanagh and Hobbs,
Nays. Representatives Gilbert, Walsh, Lyons, Nesbitt, Olson and Ouimet,
Pass. Representatives Horn, Farrington and O'Brien.

Representative Lyons moved to report with recommendation SB 368.
The motion prevailed by avote of 13-0-2.

FAVORABLE ROLL CALL:

Yeas. Representatives Gilbert, Walsh, Horn, Farrington, Lyons, Nesbhitt, O'Brien, Olson,
Ouimet, Barnett, Kandrevas, Townsend and Hobbs,

Nays: None,

Pass. Representatives Constan and Cavanagh.

SB 368 reported with recommendation

Representative Gilbert moved to adopt the following amendments to SB 369.

1. Amend page 20, following line 9, by inserting:

"SEC. 512. (1) NOTWITHSTANDING ANY OTHER PROVISION OF THISACT
EXCEPT ASPROVIDED UNDER SUBSECTIONS (2) AND (3), A PERSON THAT ISA
DISREGARDED ENTITY FOR FEDERAL INCOME TAX PURPOSES UNDER THE
INTERNAL REVENUE CODE SHALL BE CLASSIFIED ASA DISREGARDED ENTITY
FOR PURPOSESOF THISACT.

(2) NOTWITHSTANDING SUBSECTION (1), A PERSON THAT ISA
DISREGARDED ENTITY FOR FEDERAL INCOME TAX PURPOSES UNDER THE
INTERNAL REVENUE CODE THAT PRIOR TO JANUARY 1, 2012 FILED A RETURN,
OR PRIOR TO DECEMBER 1, 2011 FILED AN AMENDED RETURN, SEPARATE FROM
ITSOWNER UNDER THISACT FOR A TAX YEAR THAT BEGINSAFTER DECEMBER
31,2007, ISNOT REQUIRED TO FILE AN AMENDED RETURN WITH ITSOWNER ASA
DISREGARDED ENTITY.

(3) NOTWITHSTANDING SUBSECTION (1), A PERSON THAT ISA
DISREGARDED ENTITY FOR FEDERAL INCOME TAX PURPOSES UNDER THE



INTERNAL REVENUE CODE THAT PRIOR TO JANUARY 1, 2012 FILED A RETURN,
OR PRIOR TO DECEMBER 1, 2011 FILED AN AMENDED RETURN, SEPARATE FROM
ITSOWNER UNDER THISACT FOR ITSFIRST TAX YEAR THAT BEGINSAFTER
DECEMBER 31, 2009, MAY FILE A RETURN SEPARATE FROM ITSOWNER UNDER
THISACT FORITSTAX YEAR THAT BEGINSAFTER DECEMBER 31, 2010 AND ENDS
BEFORE JANUARY 1, 2012.".

The motion prevailed by avote of 13-0-3.

FAVORABLE ROLL CALL:

Yeas. Representatives Gilbert, Walsh, Horn, Farrington, Foster, Lyons, Neshitt, O'Brien,
Olson, Ouimet, Constan, Kandrevas and Hobbs,

Nays: None,

Pass: Representatives Barnett, Townsend and Cavanagh.

Representative Walsh moved to report with recommendation SB 369 as substitute (H-2).
The motion prevailed by avote of 12-0-4.
FAVORABLE ROLL CALL:

Yeas. Representatives Gilbert, Walsh, Horn, Farrington, Foster, Lyons, Neshitt, O'Brien,
Olson, Ouimet, Kandrevas and Hobbs,

Nays: None,

Pass. Representatives Constan, Barnett, Townsend and Cavanagh.

SB 369 reported with recommendation as substitute (H-2)

The Chair laid HB 4668 and HB 4669 before the committee.

HB 4668 Foster Property tax; assessments, assessment of real property; revise for
certain summer resort and assembly corporations.

HB 4669 Foster Property tax; assessments, sale of shares in certain summer park and
resort associations; revise definition of transfer of ownership to
exclude.

Howard Ryan, representing the Michigan Department of Treasury, testified indicating support for
HB 4668 and HB 4669. Questions and discussion followed.

Mickey Knight, representing the Michigan Assessors Association, submitted a testimony card
indicating support for HB 4668 and HB 4669 but did not wish to speak.

Representative Walsh moved to adopt substitute (H-1) for HB 4668.
The motion prevailed by avote of 12-0-4.
FAVORABLE ROLL CALL:

Yeas. Representatives Gilbert, Walsh, Horn, Farrington, Foster, Lyons, Nesbitt, O'Brien,
Olson, Ouimet, Kandrevas and Hobbs,



Nays: None,
Pass. Representatives Constan, Barnett, Townsend and Cavanagh.

Representative Gilbert moved to adopt the following amendments to HB 4668 substitute (H-1).

1. Amend page 1, line 6, by striking out "RATABLY".

2. Amend page 2, line 6, after "LESSEES" by inserting acomma and "INCLUDING
GUESTSOF THE STOCKHOLDER LESSEES".

3. Amend page 3, line 13, after "LESSEE." by inserting" THE PURCHASE PRICE
PAID FOR AN ASSIGNMENT AND TRANSFER ASDESCRIBED UNDER THIS
SUBDIVISION ISNOT THE PRESUMPTIVE TRUE CASH VALUE OF THE PROPERTY
TRANSFERRED ASPROVIDED IN SECTION 27(5) OF THE GENERAL PROPERTY TAX
ACT, 1893 PA 206, MCL 211.27.".

The motion prevailed by avote of 16-0-0.
FAVORABLE ROLL CALL:

Yeas. Representatives Gilbert, Walsh, Horn, Farrington, Foster, Lyons, Neshitt, O'Brien,
Olson, Ouimet, Constan, Barnett, Kandrevas, Townsend, Cavanagh and Hobbs,

Nays: None,
Pass. None.

Representative Horn moved to report with recommendation HB 4668 as substitute (H-2).
The motion prevailed by avote of 15-0-1.
FAVORABLE ROLL CALL:

Yeas. Representatives Gilbert, Walsh, Horn, Farrington, Foster, Lyons, Neshitt, O'Brien,
Olson, Ouimet, Barnett, Kandrevas, Townsend, Cavanagh and Hobbs,

Nays: None,

Pass. Representative Constan.

HB 4668 reported with recommendation as substitute (H-2)

Representative Lyons moved to adopt substitute (H-1) for HB 4669.
The motion prevailed by avote of 15-0-1.
FAVORABLE ROLL CALL:

Yeas. Representatives Gilbert, Walsh, Horn, Farrington, Foster, Lyons, Nesbitt, O'Brien,
Olson, Ouimet, Barnett, Kandrevas, Townsend, Cavanagh and Hobbs,

Nays: None,

Pass. Representative Constan.
Representative Foster moved to report with recommendation HB 4669 as substitute (H-1).
The motion prevailed by avote of 16-0-0.

FAVORABLE ROLL CALL:



Yeas. Representatives Gilbert, Walsh, Horn, Farrington, Foster, Lyons, Nesbitt, O'Brien,
Olson, Ouimet, Constan, Barnett, Kandrevas, Townsend, Cavanagh and Hobbs,

Nays: None,

Pass: None.

HB 4669 reported with recommendation as substitute (H-1)
The Chair laid HB 4949 and HB 4950 before the committee.
HB 4949 Gilbert Income tax; income; certain adjustments to tax base; clarify.

HB 4950 Lyons Income tax; credit; loophole for unitary business groups under the
small business credit; eliminate.

Howard Ryan, representing the Michigan Department of Treasury, testified on the above hills.
Questions and discussion followed.

Representative Neshitt moved to report with recommendation HB 4949.
The motion prevailed by avote of 10-0-6.

FAVORABLE ROLL CALL:

Yeas. Representatives Gilbert, Walsh, Horn, Farrington, Foster, Lyons, Neshitt, O'Brien,
Olson, Ouimet,

Nays: None,

Pass. Representatives Constan, Barnett, Kandrevas, Townsend, Cavanagh and Hobbs.

HB 4949 reported with recommendation
Representative Lyons moved to adopt substitute (H-1) for HB 4950.
The motion prevailed by avote of 10-0-6.

FAVORABLE ROLL CALL:

Yeas. Representatives Gilbert, Walsh, Horn, Farrington, Foster, Lyons, Neshitt, O'Brien,
Olson, Ouimet,

Nays: None,

Pass. Representatives Constan, Barnett, Kandrevas, Townsend, Cavanagh and Hobbs.

Representative O'Brien moved to report with recommendation HB 4950 as substitute (H-1).
The motion prevailed by avote of 10-0-6.

FAVORABLE ROLL CALL:

Yeas. Representatives Gilbert, Walsh, Horn, Farrington, Foster, Lyons, Neshitt, O'Brien,
Olson, Ouimet,

Nays: None,

Pass. Representatives Constan, Barnett, Kandrevas, Townsend, Cavanagh and Hobbs.



HB 4950 reported with recommendation as substitute (H-1)
The Chair laid HB 5193 before the committee.
HB 5193 Franz Income tax; deductions; certain pension income; provide for.

Representative Foster offered the following amendments to HB 5193.

1. Amend page 2, line 19, after "States" by striking out "OR FOR SERVICESIN
THE MICHIGAN NATIONAL GUARD".

2. Amend page 2, following line 22, by inserting:

“(iii) RETIREMENT OR PENSION BENEFITSRECEIVED FOR SERVICESIN THE
MICHIGAN NATIONAL GUARD.".

Representative Foster withdrew his amendments.
Representative Cavanagh moved to adopt the following amendmentsto HB 5193.
1. Amend page 2, line 24, after "income" by striking out the balance of the line through
"subsection (9)" on line 25.
2. Amend page 16, line 6, by striking out al of subsection (9) and renumbering the
remaining subsection.
The motion did not prevail by avote of 6-6-3.
UNFAVORABLE ROLL CALL:
Y eas. Representatives Constan, Barnett, Kandrevas, Townsend, Cavanagh and Hobbs,
Nays. Representatives Gilbert, Walsh, Lyons, Nesbitt, Olson and Ouimet,
Pass: Representatives Horn, Farrington and O'Brien.
No further action was taken on HB 5193.
The Chair laid SB 453 before the committee.

SB 453  Johnson Property tax; payment and collection; delinquent tax collection
process; revise.

Paul Connors, representing the Michigan Department of Treasury, testified indicating a neutral
position on SB 453.

Lucius Vassar, representing the George Washington Carver Academy, testified in support of
SB 453.

Steven Liedel, representing the Michigan Association of County Treasurers, submitted a testimony
card indicating a neutral position on bill as drafted, but would support a substitute, and did not wish
to speak.

Representative Lyons moved to adopt substitute (H-1) for SB 453

The motion prevailed by avote of 16-0-0.



FAVORABLE ROLL CALL:

Yeas. Representatives Gilbert, Walsh, Horn, Farrington, Foster, Lyons, Nesbitt, O'Brien,
Olson, Ouimet, Constan, Barnett, Kandrevas, Townsend, Cavanagh and Hobbs,

Nays: None,

Pass: None.

Representative Walsh moved to report with recommendation SB 453 as substitute (H-1).
The motion prevailed by avote of 16-0-0.

FAVORABLE ROLL CALL:

Yeas. Representatives Gilbert, Walsh, Horn, Farrington, Foster, Lyons, Nesbitt, O'Brien,
Olson, Ouimet, Constan, Barnett, Kandrevas, Townsend, Cavanagh and Hobbs,

Nays: None,

Pass: None.

SB 453 reported with recommendation as substitute (H-1)

There being no further business to come before the committee, the Chair adjourned the meeting, the
time being 11:55 am.

Representative Jud Gilbert, Chair David C. Mead
Committee Clerk
December 7, 2011
85 minutes

Date Approved and Signed
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