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Fiscal Note

Current law has provided a refundable tax credit against state income and franchise taxes for local property taxes paid on
inventory since 1992. Act 357 of 2007 provided a refundable tax credit against income and corporate franchise taxes to
taxpayers (with gross receipts from business of $500,000 or less) who failed to claim the inventory tax credit available to
them for income tax years 1999 - 2002 and franchise tax years 2000 - 2003. The credits not previously claimed for these tax
years may be claimed on amended returns until December 31, 2007. The credit is limited to $10,000 per taxpayer, with a
$500,000 total tax credit limit.

Proposed law eliminates the various qualifying conditions for recouping missed inventory tax credits required by Act 357, and
replaces them with a general refundable credit to recoup any missed inventory tax credit for tax years 1999 through 2003.
No interest is to paid by the state, and all such claims must be filed no later than December 31, 2011.

There is no anticipated direct material effect on governmental expenditures as a result of this measure. So long as only one
taxpayer is involved (or a small number of taxpayers) the Department of Revenue is likely to require the applicants for this
refund to submit the appropriate documentation evidencing entitlement to the refund, and is not likely to incur significant
administrative costs.

Testimony in Senate committee regarding Act 357 in 2007 indicated that the recoupment provisions in current law were
proposed on behalf of one taxpayer that, through a tax preparer, failed to claim the inventory credit, available during the
enumerated prescribed years. The Department of Revenue indicated that the particular taxpayer’s inventory tax credit
involved was between $25,000 and $35,000 per year for the three to four years enumerated. Apparently, the qualifying
conditions contained in Act 357 prevented the taxpayer from recouping these monies, or the limitations to recoupment were
unsatisfactory. Regardless, those provisions expired December 31, 2007. This bill removes those provisions entirely, and
explicitly allows recoupment of such monies, for tax years 1999 - 2003, through a refundable tax credit but without interest.

The inventory credit has actually been available since the early 1990s, so it is unlikely that there are a large number of
taxpayers who were unaware of the credit and, other than this single case, the Department is unaware of any other similar
situations. However, the bill essentially removes prescription for taxpayers who may discover a similar situation, at least for
tax years 1999 - 2003. Thus, some additional unknown exposure is possible.
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