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SUMMARY

The Michigan Supreme Court held that “services rendered in the city” under MCL 141.623 of the
Uniform City Income Tax Ordinance refers to services performed within the city, regardless of where
the client is located or where the services are delivered. The Court reversed the Court of Appeals and
remanded for further proceedings concerning Detroit’s income-tax assessment against Honigman
Miller Schwartz and Cohn LLP for tax years 2010 through 2014.
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PROCEDURAL POSTURE The City of Detroit appealed a Michigan Court of Appeals decision
reversing the Michigan Tax Tribunal's partial summary disposition in
the City's favor. The Michigan Supreme Court granted the City's
application for leave to appeal and reviewed the statutory
interpretation issue de novo.

STANDARD OF REVIEW De novo review applies to statutory interpretation and to summary
disposition under MCR 2.116(C)(10). When facts are undisputed and
fraud is not alleged, review of the Tax Tribunal is limited to whether it
made an error of law or adopted a wrong legal principle.

PRECEDENTIAL VALUE Published and precedential Michigan Supreme Court decision
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QUESTIONS PRESENTED

1. Whether the phrase "services rendered in the city" in MCL 141.623 requires revenue from legal services
to be apportioned according to where the services were performed or where they were delivered to the
client.

2. Whether the use of the terms "performed" in MCL 141.622 and "rendered" in MCL 141.623 requires the
terms to have different meanings under the Uniform City Income Tax Ordinance.

3. Whether the Michigan Tax Tribunal properly granted partial summary disposition to the City of Detroit.

HOLDINGS

1. Under MCL 141.623, "rendered" means to do a service for another. Revenue from services rendered in
Detroit is therefore sourced to the location where the services were performed, not where they were
delivered or where the client was located.

2. Although "performed" and "rendered" have distinctive contextual connotations in the UCITO, they have
essentially the same operative meaning for apportionment purposes: both focus on where the service was
done or carried out.

KEY QUOTATIONS

“Thus, the Legislature adopted an “origin test,” rather than a destination or market-based test, for the
calculation of revenue from “services” under the revenue factor. Section 23 encompasses all legal services
performed, i.e., done or carried out, within the city without regard to where those services are delivered.” (at
32-33)

“The term “render,” in our judgment, most precisely means “to do (a service) for another,” Merriam-
Webster’s Collegiate Dictionary (11th ed), and thus the revenue factor does not focus upon where the services
are delivered but where they are done or carried out.” (at 18-19)

FACTUAL BACKGROUND

Honigman operated law offices inside and outside Detroit and apportioned its business income under the
Uniform City Income Tax Ordinance's three-factor formula. For tax years 2010 through 2014, Honigman treated
approximately 11% of its gross revenue as in-city revenue, excluding legal work performed in Detroit for clients
outside the city. Detroit determined that approximately 50% of the firm's gross revenue should be included and
imposed an additional assessment of approximately $1.1 million. The dispute concerned whether revenue from
legal services was sourced to the place where the work was performed or to the location where the client
received the services.



PROCEDURAL HISTORY

Honigman challenged Detroit income-tax assessments for tax years 2010 through 2014 in the Michigan Tax
Tribunal. The Tribunal granted the City's motion for partial summary disposition, concluding that revenue from
services rendered in Detroit was determined by where the services were performed. The Court of Appeals
reversed, holding that the relevant location was where the services were delivered to the client. The Supreme
Court reversed the Court of Appeals and remanded to the Tribunal.

DISPOSITION

reversed_and_remanded

REMAND INSTRUCTIONS

The case was remanded to the Michigan Tax Tribunal for further proceedings and entry of an order granting
partial summary disposition in favor of the City of Detroit.
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