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December 3, 2007

SERVICE TAX REPEALED

Saturday evening, December 1, Governor Granholm signed House Bill 5408, which repealed the much-maligned tax on services and replaced it with a surcharge on the Michigan Business Tax (MBT).  The surcharge takes effect concurrently with the January 1, 2008 effective date of the MBT.

The surcharge rate is 21.99 percent and the cap on any one company’s liability for the surcharge is $6 million.  The Legislature will review the surcharge in 2017 to determine whether the previous three fiscal years showed a growth in personal income.  The surcharge will then sunset if that is the case.  Also included in the legislation is a provision that provides rebates against the surcharge if certain economic triggers are met in years prior to 2017.  

The leadership in both Houses indicated that legislation would be passed this week that will grant amnesty to businesses currently liable for the now repealed service tax.  They have also indicated they will be working on certain provisions that need correction in the new law.

The House approved House Bill 5408 by a vote of 66-42 and the Senate with a vote of 33-4.  

2007 REVENUE ABOVE PROJECTIONS

State revenue collections for Fiscal Year (FY) 2007 appear to be up between $100 million and $120 million according to the House and Senate fiscal agencies.  Led by a 3.9 percent increase in the amount of income tax collected over last year, the state’s General Fund may bring in $60 million more than expected and the School Aid Fund another $60 million over projections.  Tax collections for the fiscal quarter of FY 2007 were up 3.1 percent, .6 percent for the entire fiscal year.  The University of Michigan recently forecasted an economic turnaround in 2009.  

ONE-PAGE MORTGAGE FORM EXPLORED

In their continued fight against Michigan's record high mortgage foreclosures, the Senate Banking and Financial Institutions Committee last week considered a proposal to require mortgage lenders to provide consumers with a single form disclosure that contains all of the most pertinent information about their mortgage.  The form would include specific loan information such as the amount of loan, the name of the lender, the introductory and potential maximum interest rate and whether the loan has a prepayment penalty or a balloon payment.

Alex Pollock, a former banker and fellow at the American Enterprise Institute in Washington D.C., said he designed the form after learning just how few people actually retain or comprehend the information contained in the stacks of average loan disclosures.  Quoting a recent Federal Trade Commission study, he said that half of the people shown the standard loan disclosures couldn't correctly identify the loan amount, nearly nine-tenths could not identify the total amount of up front charges and a third didn't know the interest rate.  A similar document is required by local ordinance in the District of Columbia and is being considered by both houses in U.S. Congress.  However, if Michigan passes the bill, it would be the first state in the country to require the one page disclosure.
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