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May 5, 2008

MICHIGAN BUSINESS TAX (MBT) ITEMS

Mid-sized businesses would get some relief from the new Michigan Business Tax under a bill approved last week by the Senate.  The bill increases credits available for owners’ compensation and expands entrepreneurship credits.  According to supporters of the legislation, the new MBT benefits the smallest companies…those who don’t have receipts of more than $350,000…and benefits Michigan’s largest manufacturers.  But those in the middle are significantly impacted.  The legislation now goes to the House for its review.

Business groups are watching eagerly to see how much money the new MBT raises in the first quarter of 2008.  If the tax collects more than projected, the organizations hope that will push a movement to end the surcharge on the MBT.  However, House Fiscal Agency Director Mitch Bean recently told the House Tax Policy Committee that accuracy of the initial revenue estimates for the MBT won’t be determined until the end of 2009.  He said annual returns for the 2008 tax year won’t be filed until April 2009, and with some taxpayers filing for extensions, complete data won’t come in until December 2009.  Mr. Bean also stated that there are many factors contributing to why the first quarter MBT collections can’t provide lawmakers with a future revenue picture, including the main issue that the tax is simply too new and firms are adjusting to a new tax base, a new system of credits and they man overpay or underpay initially.  

ROAD DETERIORATION REPORT

A recent report developed by the Transportation Asset Council emphasized the extent of the state’s deteriorating roads by saying they are getting worse – rapidly.  Forecasts show that at current funding levels, the number of lane miles in poor condition will steadily increase over the next 10 years.  Given current trends, nearly, 45 percent of all lane miles in Michigan will be in poor condition by 2018.

According to the report, 16.7 percent of total land miles improved in condition since 2004, while 35 percent of lane miles declined in condition.  Because of unchecked deterioration and increased costs, what would have cost $3.6 billion in the past to bring all poor and fair federal – aid roads in the state up to a good rating, would have cost $6.6 billion in 2007.
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