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Michigan Business Tax Administrative Provisions
Penalty, Interest, Information Returns, Rules, Short Period
Returns, Amended Returns and Federal Adjustments

GRAND RAPIDS, Ml - Tuesday, September 18, 2007 - The
administrative provisions of the Michigan Business Tax (MBT) are
contained in Chapter V of the Michigan Business Tax Act (PA 36 of
2007). The following discusses the administrative provisions which
will govern the MBT.

Penalty, Interest, Information Returns and Administrative Rules

The Michigan Business Tax (MBT) will be administered by the
Department of Treasury (Department) under the provisions of the
Revenue Act. [MCL 208.1513] The Revenue Act penalty and
interest provision will apply. Specifically these penalty provisions
apply for failure to file, filing late and failure to pay. The penalty is
equal to 5% per month up to a 25% maximum. Interest is applied at
the rate of 1% over Michigan prime for non payment, insufficient
payment or late payment of tax due on an estimated return or an
annual return.

However, the MBT also includes administrative provisions which may
require a taxpayer to file informational returns and it also mandates
that the Department to promulgate rules. The following is a summary
of the relevant provisions in the MBT requiring informational returns
and promulgating administrative rules.

Informational Returns

At the request of the Department, a taxpayer required by the internal
revenue code to file or submit an information return of income paid to
others must, to the extent the information is applicable to residents of
Michigan, at the same time file or submit the information in the form
and content prescribed to the Department of Treasury. [MCL
208.1509(1)]

At the request of the Department, a voluntary association, joint
venture, partnership, estate, or trust must file a copy of any tax return
or portion of any tax return that was filed under the provisions of the
internal revenue code. The Department may prescribe alternate forms
of the returns. [MCL 208.1509(2)]

Administrative Rules

The MBTA mandates that the Department must promulgate rules to
implement the MBT. The rules must be promulgated pursuant to the
administrative procedures act. [MCL 208.1513(2)]
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The MBTA gives the Department of Treasury authority to prescribe
forms for use by taxpayers and may promulgate rules in conformity with
the MBTA for the maintenance by taxpayers of records, books, and
accounts, and for the computation of the tax, the manner and time of
changing or electing accounting methods and of exercising the various
options contained in this act, the making of returns, and the
ascertainment, assessment, and collection of the tax imposed by the
MBTA. [MCL 208.1513(3)]

Short Period Returns, Federal Returns and Amended Returns

The effective date for the Michigan Business Tax (MBT) is January 1,
2008. Therefore all taxpayers with a tax year other than a calendar year
ending on December 31 will have to file a short period MBT return
covering the period January 1, 2008 to the end of their fiscal year. The
MBTA provides the taxpayer options on calculating the MBT for the
short period. Following is a summary of the MBT provisions covering
short period returns and amended returns.

Short Period Returns

If a taxpayer's tax year ends before December 31, 2008 or if a
taxpayer's first tax year is less than 12 months, then the taxpayer may
elect to compute the tax for the portion of that tax year to which the MBT
applies or that first tax year of the MBT in accordance with 1 of two
acceptable methods:

Apportionment: The tax may be computed as if the MBT were effective
on the first day of the taxpayer's annual accounting period and the
amount computed shall be multiplied by a fraction, the numerator of
which is the number of months in the taxpayer's first tax year and the
denominator of which is 12.

[MCL 208.1503(a)]

Separate Accounting: The tax may be computed by determining the
business income tax base and modified gross receipts tax base in the
first tax year in accordance with an accounting method satisfactory to
the Department of Treasury that reflects the actual business income tax
base and modified gross receipts tax base attributable to the period.
[MCL 208.1(503(b)]

Federal Income Tax Returns

A taxpayer required to file a MBT return may be required to furnish a
true and correct copy of any return or portion of any return filed under
the provisions of the internal revenue code. [MCL 208.1507(1)]

Amended Returns

A taxpayer shall file an amended return with the department showing
any alteration in or modification of a federal income tax return that
affects its business income tax base or modified gross receipts tax base
under the MBT. The amended return must be filed within 120 days after
the final determination by the internal revenue service.

[MCL 208.1507(2)]
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Our firm provides the information in this e-newsletter for general guidance only, and does not constitute the provision of legal advice, tax
advice, accounting services, investment advice, or professional consulting of any kind. The information provided herein should not be used as
a substitute for consultation with professional tax, accounting, legal, or other competent advisers. Before making any decision or taking any
action, you should consult a professional adviser who has been provided with all pertinent facts relevant to your particular situation. Tax
articles in this e-newsletter are not intended to be used, and cannot be used by any taxpayer, for the purpose of avoiding accuracy-related
penalties that may be imposed on the taxpayer. The information is provided "as is,"” with no assurance or guarantee of completeness,
accuracy, or timeliness of the information, and without warranty of any kind, express or implied, including but not limited to warranties of
performance, merchantability, and fitness for a particular purpose.



