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THE APPARENT PROBLEM: 
Seafarers, the men and women who sail on Great Lakes 
freighters, tugs, and dredges, are required by the state's 
Income Tax Act to file quarterly returns because state taxes 
are not withheld f rom their wages. Federal shipping law 
prohibits states and local units from withholding taxes f rom 
the wages of seafarers. Federal taxes, however, are 
withheld. Michigan seafarers say the quarterly reporting 
requirement was inadver tent ly imposed on them by 
changes to tax laws in the past few years, and is 
unreasonable because seafarers spend much of their t ime 
aboard ship on the Great Lakes, on duty and off, and in 
ports away from home. The nature of their work and of 
their schedules make compl iance imprac t i ca l . As a 
representative of the Seafarers International Union has 
said, "The last thing that a sailor would like to do at the 
end of his or her watch is to f igure out their quarterly 
es t imated tax r e t u r n . " The union says tha t some 
consc ient ious s e a f a r e r s have been f o r c e d to h i re 
accoun tan ts , others have resor ted to es tab l i sh ing 
residences in states without income taxes, still others simply 
don't file returns. The state income tax law allows farmers 
and commercial f ishermen, who also do not have taxes 
withheld, the option of fi l ing their state taxes annually 
ra ther t han q u a r t e r l y . Sea fa re rs deserve this same 
opportunity. 

THE CONTENT OF THE BILL: 
The bill would amend the Income Tax Act to al low 
individuals classified under federal law as "seafarers " to 
file and pay their income taxes " in the same manner as a 
farmer or f isherman. " The act permits farmers and 
fishermen who file and pay their federal income tax 
annually (under an alternative schedule provided in section 
6654 of the federal tax code) to file and pay their state 
income tax in the same manner. The bill would also update 
the reference to the federal Internal Revenue Code. 

MCL 206.301 

BACKGROUND: 
Public Act 515 of 1982 amended the state's Income Tax 
Act to require individuals who expect that their taxes wil l 
exceed the amounts withheld by more than $100 to file 
quarterly returns. Farmers and commercial fishermen were 
specifically exempted from this requirement. Public Act 515 
rep laced l a n g u a g e tha t r equ i red peop le w h o f i l e d 
quarterly returns for federal taxes to file state taxes 
quarterly if net Michigan taxes would exceed withholding 
by more than $100. The justification for the change given 
at the time was that it would close a loophole that al lowed 
Michigan residents who worked out of state (and thus did 
not have Michigan taxes withheld) and did not fi le quarterly 
federal returns to avoid quarterly fi l ing of state taxes. 

FISCAL IMPLICATIONS: 
There is no fiscal information at present. Proponents of the 
bill argue that annual fi l ing of tax returns by seafarers wil l 
increase compliance with the income tax law; others have 
expressed doubt. 
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For: 
Michigan men and women who work on Great Lakes' ships 
should not have the burden of fi l ing quarterly income tax 
returns, but should be allowed to file annually like other 
workers. They file federal tax returns annually and until a 
few years ago f i led state taxes annually as wel l , before 
becoming subject to new state quarterly fi l ing mandates. 
Although state taxes are not withheld f rom their wages 
(federal law prohibits it), seafareis are not self-employed 
as most quarterly filers are, and two other occupational 
g roups whose income is not w i t h h e l d , f a r m e r s and 
fishermen, are specifically al lowed to make annual fi l ings. 
The extraordinary nature of sealarers' work, which can 
require them to spend months at a time away from home 
(and sometimes from mailboxes), makes complying with 
the quarterly fi l ing obligation diff icult. As a result, some 
seafarers do not comply. Annual f i l ing of state returns will 
improve compliance and , as a result, increase state 
revenues. 

Against: 
It might be just as easy, perhaps easier, to " forget " to 
file one tax return as four. 

POSITIONS: 
The Seafarers In ternat ional Union supports the b i l l . 
(5-27-87) 

I 
co 

00 


	1987-HLA-4474-A

