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	Michigan
Business Tax


	As of January 1, 2008 Michigan’s Single Business Tax (“SBT”) has been replaced with the Michigan Business Tax (“MBT”). The MBT represents a fundamental change in Michigan business taxation.

Basic Facts
· For taxpayers other than financial institutions and insurance companies, the MBT imposes two taxes:

· Business Income Tax (“BIT”), imposed at a rate of 4.95% on a tax base based on federal taxable income related to business activity and subject to adjustments

· Modified Gross Receipts Tax (“MGRT”), imposed at 0.8% on a tax base composed of gross receipts less purchases from other firms

· Financial institutions pay alternate tax capital stock (net worth at a rate of 0.235%)

· For insurance companies, the tax rate has increased from 1.07% to 1.25% with current credits retained

How is the tax apportioned?
The MBT is apportioned based on a 100% sales factor. For sales of tangible personal property, the MBT sources sales using “ultimate destination,” which is similar to sourcing used under the SBT. However, for sales of services and intangible income, the MBT shifts to a market-based sourcing methodology, which is very different from the “costs of performance” method used under the SBT.

What about tax credits?

A significant portion of the MBT is dedicated to tax credits. There are some entirely new tax credits and some tax credits that generally are carried over from the SBT. 

__________________________________

The information provided in this Client Alert is general in nature. Since every circumstance is unique, we recommend that you contact us to discuss how the MBT may directly impact you and your business.
	
	What about personal property tax relief?
Two forms of personal property tax relief are included in Michigan’s tax restructuring: 

· Personal property tax credits. The MBT includes credit for personal property taxes levied after December 31, 2007, on the following types of property:

· Industrial personal property: 35% credit

· Qualified telephone company personal property: 23% credit

· Natural gas pipeline personal property: 10% credit

· No credit for tax paid on more general “commercial property”

· Personal property tax exemptions (amendments to the Michigan General Property Tax Act). In connection with the enactment of the MBT, four related changes in the law were also enacted:

· Enrolled Bill 4369 – exempts industrial personal property from the 18-mill local school property tax and commercial personal property from 12 mills of the 18-mill local school property tax

· Enrolled Bill 4370 – exempts industrial personal property from the 6-mill state education tax

· Enrolled Bill 4371 – exempts personal property taxed under the industrial facilities tax from the 6-mill state education tax and the 18-mill local school property tax

· Enrolled Bill 4372 – amends the General property Tax Act to exempt commercial and industrial personal property from the local school property tax and the state education property tax consistent with the exemptions contained in HB 4369, 4370, and 4371
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