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Income/Franchise:
Michigan Department of Treasury Explains New Passthrough Entity Tax Election

Notice: Instructions for Electing Into & Paying the Flow-Through Entity Tax, Mich. Dept. of Treas. (12/22/21).
The Michigan Department of Treasury (Department) issued instructions and guidance pursuant to legislation
enacted in 2021 [see H.B. 5376 (Public Act 135 (2021)) and previously issued Multistate Tax Alert for more
details on this new law] that provides a passthrough entity tax on certain electing flow-through entities with
business activity in Michigan. Such passthrough entities may make a three-year binding election to file a return
and pay the new passthrough entity tax on behalf of their members; this election applies retroactively to tax
years beginning on or after January 1, 2021. According to the Department, “the flow-through entity tax allows
certain flow-through entities to elect to file a return and pay tax on income in Michigan and allows members or
owners of that entity to claim a refundable tax credit equal to the tax previously paid on that income.” The
Department provides that all payments under this new flow-through entity tax must be submitted through
Michigan Treasury Online (MTO), and that a payment submitted timely through MTO “will be deemed to be a
valid election for the tax year specified on that payment.” The Department also states that it “will be issuing
additional and more detailed guidance about the flow-through entity tax and its impact on members,” which is
“expected to be published in early January 2022.” Please contact us with any questions.

URL: https://www.michigan.gov/taxes/0,4676,7-238-43976-574512--,00.html

URL: http://legislature.mi.gov/doc.aspx?2021-HB-5376

URL: https://www?2.deloitte.com/content/dam/Deloitte/us/Documents/Tax/us-tax-michigan-enacts-flow-through-
entity-tax-election.pdf

—  Pat Fitzgerald (Detroit) Stephanie LaFave (Detroit)
Managing Director Senior Manager
Deloitte Tax LLP Deloitte Tax LLP
pfitzgerald@deloitte.com slafave@deloitte.com

Melanie Hamilton (Detroit)
Senior Manager
Deloitte Tax LLP
melhamilton@deloitte.com

State Tax Matters Page 1 of 2 Copyright © 2022 Deloitte Development LLC
January 7, 2022 All rights reserved.


https://www.michigan.gov/taxes/0,4676,7-238-43976-574512--,00.html
http://legislature.mi.gov/doc.aspx?2021-HB-5376
https://www2.deloitte.com/content/dam/Deloitte/us/Documents/Tax/us-tax-michigan-enacts-flow-through-entity-tax-election.pdf

This document contains general information only and Deloitte is not, by means of this
document, rendering accounting, business, financial, investment, legal, tax, or other
professional advice or services. This document is not a substitute for such professional
advice or services, nor should it be used as a basis for any decision or action that may
affect your business. Before making any decision or taking any action that may affect
your business, you should consult a qualified professional advisor. Deloitte shall not be
responsible for any loss sustained by any person who relies on this document.

About Deloitte

Deloitte refers to one or more of Deloitte Touche Tohmatsu Limited (“DTTL”), its global
network of member firms, and their related entities (collectively, the “Deloitte
organization”). DTTL (also referred to as “Deloitte Global”) and each of its member firms
and related entities are legally separate and independent entities, which cannot obligate
or bind each other in respect of third parties. DTTL and each DTTL member firm and
related entity is liable only for its own acts and omissions, and not those of each other.
DTTL does not provide services to clients. Please see www.deloitte.com/about to learn
more.

State Tax Matters Page 2 of 2
January 7, 2022

Copyright © 2022 Deloitte Development LLC
All rights reserved.



