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HOUSE BILL No. 4744

May 27, 1999, Introduced by Rep. Cassis and referred to the Committee on Tax Policy.

A bill to anmend 1937 PA 94, entitled
"Use tax act,"
by anendi ng sections 3, 4, and 4h (MCL 205.93, 205.94, and
205.94h), section 3 as anmended by 1995 PA 67, section 4 as
amended by 1998 PA 491, and section 4h as added by 1986 PA 13,
and by addi ng sections 40, 4p, 4q, 4r, 8, and 9a.

THE PEOPLE OF THE STATE OF MICHIGAN ENACT:

Sec. 3. (1) There is |levied upon and there shall be col -
|l ected fromevery person in this state a specific tax for the
privilege of using, storing, or consum ng tangi bl e personal prop-
erty in this state at a rate equal to 6% of the price of the
property or services specified in section 3a. Penalties and
interest shall be added to the tax if applicable as provided in
this act. For the purpose of the proper adm nistration of this

act and to prevent the evasion of the tax, it is presuned that
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t angi bl e personal property purchased is subject to the tax if
brought into the state within 90 days of the purchase date and is
considered as acquired for storage, use, or other consunption in
this state.

(2) The tax inposed by this section for the privil ege of
using, storing, or consumng a vehicle, ORV, nobile hone, air-
craft, snowrobile, or watercraft shall be collected before the
transfer of the vehicle, ORV, nobile hone, aircraft, snownobile,
or watercraft, except a transfer to a |licensed dealer or retailer
for purposes of resale that arises by reason of a transaction
made by a person who does not transfer vehicles, ORV's, nobile
homes, aircraft, snowmbiles, or watercraft in the ordinary
course of his or her business done in this state. The tax on a
vehi cle, ORV, snowmbile, and watercraft shall be collected by
the secretary of state before the transfer of the vehicle, ORV,
snowmobi l e, or watercraft registration. The tax on a nobile hone
shal |l be collected by the departnent of —eemreree— CONSUVER AND
| NDUSTRY SERVI CES, nobil e honme comm ssion, or its agent before
the transfer of the certificate of title. The tax on an aircraft
shal|l be collected by the departnent of treasury.

Notw t hstanding any limtation contained in section 2, the price
tax base of any vehicle, ORV, nobile hone, aircraft, snownobil e,
or watercraft subject to taxation under this act shall be not
less than its retail dollar value at the tine of acquisition as
fi xed pursuant to rules pronul gated by the departnent.

(3) The following transfers or purchases are not subject to

use tax:
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(a) —When— A TRANSACTI ON OR A PORTION OF A TRANSACTION I F
the transferee or purchaser is the spouse, nother, father, broth-
er, sister, child, stepparent, stepchild, stepbrother, stepsis-
ter, grandparent, grandchild, legal ward, or a |egally appointed
guardian with a certified letter of guardi anship, of the
transferor.

(b) —hen— A TRANSACTI ON OR A PORTION OF A TRANSACTION I F
the transfer is a gift to a beneficiary in the adm nistration of
an estate.

(c) —V¥When— IF a vehicle, ORV, nobile hone, aircraft, snownp-
bile, or watercraft that has once been subjected to the M chigan
sales or use tax is transferred in connection wth the organi za-
tion, reorganization, dissolution, or partial |iquidation of an
i ncor porated or unincorporated business and the beneficial owner-
ship is not changed.

(d) —When— |IF an insurance conpany |licensed to conduct busi -
ness in this state acquires ownership of a |late nodel distressed
vehicle as defined in section 12a of the M chigan vehicl e code,
—Act—No—306—of —thePubl+eActs—of 1949, —beirng—sect+ron—25+~12a—-of
the—M-chi-gan—Conpited—taws— 1949 PA 300, MCL 257.12A, through
paynment of danmages in response to a claimor when the person who
owned the vehicle before the insurance conpany reacquires owner-
ship fromthe conpany as part of the settlenent of a claim

(4) The departnment may utilize the services, information, or
records of any other departnent or agency of state governnment in
the performance of its duties under this act, and other

departnments or agencies of state governnment are required to
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furnish those services, information, or records upon the request
of the departnent.

Sec. 4. (1) The tax levied UNDER THI S ACT does not apply to
the foll owm ng, SUBJECT TO SUBSECTI ON (2):

(a) Property sold in this state on which transaction a tax
is paid under the general sales tax act, 1933 PA 167, MCL 205.51
to 205.78, if the tax was due and paid on the retail sale to a
consuner.

(b) Property, the storage, use, or other consunption of
which this state is prohibited fromtaxing under the constitution
or laws of the United States, or under the constitution of this
state.

(c) Property purchased for resale, denonstration purposes,
or lending or leasing to a public or parochial school offering a
course in autonobile driving except that a vehicle purchased by
t he school shall be certified for driving education and shall not
be reassigned for personal use by the school's adm nistrative
personnel. For a dealer selling a new car or truck, exenption
for denonstration purposes shall be determ ned by the nunber of
new cars and trucks sold during the current cal endar year or the
i mredi ately preceding year without regard to specific make or
style according to the follow ng schedule of O to 25, 2 units; 26
to 100, 7 units; 101 to 500, 20 units; 501 or nore, 25 units; but
not to exceed 25 cars and trucks in 1 cal endar year for denon-
stration purposes. Property purchased for resale includes prono-
tional nerchandi se transferred pursuant to a redenption offer to

a person |located outside this state or any packagi ng nmateri al,
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ot her than pronotional nerchandi se, acquired for use in
fulfilling a redenption offer or rebate to a person | ocated out-
side this state.

(d) Property that is brought into this state by a nonresi-
dent person for storage, use, or consunption while tenporarily
within this state, except if the property is used in this state
in a nontransitory business activity for a period exceeding 15
days.

(e) Property the sale or use of which was al ready subjected
to a sales tax or use tax equal to, or in excess of, that inposed
by this act under the | aw of any other state or a |ocal govern-
mental unit within a state if the tax was due and paid on the
retail sale to the consunmer and the state or |ocal governnental
unit within a state in which the tax was i nposed accords |ike or
conpl ete exenption on property the sale or use of which was sub-
jected to the sales or use tax of this state. |If the sale or use
of property was already subjected to a tax under the | aw of any
other state or local governnmental unit within a state in an
anount | ess than the tax inposed by this act, this act shal
apply, but at a rate neasured by the difference between the rate
provided in this act and the rate by which the previous tax was
conput ed.

(f) Property sold to a person engaged in a business enter-
prise and using and consum ng the property in the tilling, plant-
ing, caring for, or harvesting of the things of the soil or in
the breeding, raising, or caring for |livestock, poultry, or

horticul tural products, including transfers of |ivestock,
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poultry, or horticultural products for further gromh. At the
time of the transfer of that tangi bl e personal property, the
transferee shall sign a statenent, in a form approved by the
departnent, stating that the property is to be used or consuned
in connection with the production of horticultural or agricul-
tural products as a business enterprise. The statenent shall be
accepted by the courts as prima facie evidence of the exenption.
This exenption includes agricultural land tile, which neans fired
clay or perforated plastic tubing used as part of a subsurface
dr ai nage system for |land used in the production of agricultural
products as a business enterprise and includes a portable grain
bin, which neans a structure that is used or is to be used to
shelter grain and that is designed to be disassenbl ed w thout
significant danage to its conponent parts. This exenption does
not include transfers of food, fuel, clothing, or simlar tangi-
bl e personal property for personal living or human consunpti on.

Thi s exenption does not include tangi ble personal property per-

manently affixed and becom ng a structural part of real estate.
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(G —h)— Property or services sold to the United States, an
uni ncor porated agency or instrunentality of the United States, an
i ncor porated agency or instrunentality of the United States
whol |y owned by the United States or by a corporation wholly
owned by the United States, the American red cross and its chap-
ters or branches, this state, a department or institution of this
state, or a political subdivision of this state.

(H —)— Property or services sold to a school, hospital,
or hone for the care and nmi ntenance of children or aged persons,
operated by an entity of governnent, a regularly organi zed
church, religious, or fraternal organization, a veterans' organi-
zation, or a corporation incorporated under the laws of this
state, if not operated for profit, and if the income or benefit
fromthe operation does not inure, in whole or in part, to an
i ndi vidual or private shareholder, directly or indirectly, and if
the activities of the entity or agency are carried on exclusively
for the benefit of the public at large and are not limted to the
advant age, interests, and benefits of its menbers or a restricted
group. The tax |evied does not apply to property or services
sold to a parent cooperative preschool. As used in this subdivi-
sion, "parent cooperative preschool"” neans a nonprofit, nondis-
crimnatory educational institution, maintained as a community
service and adm ni stered by parents of children currently
enrolled in the preschool that provides an educational and devel -
opnental program for children younger than conpul sory school age,
t hat provides an educational programfor parents, including

active participation with children in preschool activities, that
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is directed by qualified preschool personnel, and that is
Iicensed by the departnment of consumer and industry services pur-
suant to 1973 PA 116, MCL 722.111 to 722.128.

(') 64— Property or services sold to a regularly organi zed
church or house of religious worship except the foll ow ng:

(1) Sales in which the property is used in activities that
are mainly commercial enterprises.

(11) Sales of vehicles licensed for use on the public high-
ways ot her than a passenger van or bus with a manufacturer's
rated seating capacity of 10 or nore that is used primarily for
the transportation of persons for religious purposes.

(J) —)— A vessel designed for commercial use of registered
tonnage of 500 tons or nore, if produced upon special order of
t he purchaser, and bunker and galley fuel, provisions, supplies,
mai nt enance, and repairs for the exclusive use of a vessel of 500
tons or nore engaged in interstate conmmerce.

(Ky —8H— Property purchased by a person engaged in the
busi ness of constructing, altering, repairing, or inproving real
estate for others to the extent the property is affixed to and
made a structural part of the real estate of a nonprofit hospital
or a nonprofit housing entity qualified as exenpt pursuant to
section 15a of the state housing devel opnent authority act of
1966, 1966 PA 346, MCL 125.1415a. A nonprofit hospital or non-
profit housing includes only the property of a nonprofit hospital
or the homes or dwelling places constructed by a nonprofit hous-
ing entity, the inconme or property of which does not directly or

indirectly inure to the benefit of an individual, private
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st ockhol der, or other private person. For taxes assessed after
Decenber 31, 1990 and before January 1, 1996, as used in this
subdi vi sion, "hospital" includes, but is not limted to, an
entity that neets all of the follow ng qualifications:

(1) I's a separately organi zed entity, or a group of entities
sufficiently related to be considered a single enployer for pur-
poses of section 414 of the internal revenue code of 1986, the
primary purpose of which is to provide nedical, obstetrical, psy-
chiatric, or surgical care or nursing. Nursing includes care

provided by skilled nurses in a long-termcare facility.

(11) —Pr+er—to— BEFORE January 1, 1996, initiated an appea
of taxes assessed under this act on tangible personal property
used to construct a facility after Decenber 31, 1990 and before
January 1, 1996, the primary purpose of which is to provide nedi-
cal, obstetrical, psychiatric, or surgical care or nursing.
Nursing includes a long-termcare facility.

() —m— Property purchased for use in this state where
actual personal possession is obtained outside this state, the
purchase price or actual value of which does not exceed $10. 00
during 1 cal endar nonth.

(M —m)— A newspaper or periodical classified under federa
postal |aws and regul ations effective Septenber 1, 1985 as
second-class mail matter or as a controlled circulation publica-
tion or qualified to accept |legal notices for publication in this
state, as defined by |law, or any other newspaper or periodical of
general circulation, established at |east 2 years, and published

at | east once a week, and a copyrighted notion picture film
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Tangi bl e personal property used or consuned in producing a
copyrighted notion picture film a newspaper published nore than
14 tinmes per year, or a periodical published nore than 14 tines
per year, and not becom ng a conponent part of that film newspa-
per, or periodical is subject to the tax. After Decenber 31,
1993, tangi bl e personal property used or consunmed in producing a
newspaper published 14 tines or |ess per year or a periodical
published 14 times or | ess per year and that portion or percen-
tage of tangi bl e personal property used or consumed in produci ng
—and— AN adverti sing suppl enent that beconmes a conponent part of
a newspaper or periodical is exenpt fromthe tax under this
subdivision. A claimfor a refund for taxes paid before January
1, 1999 under this subdivision shall be made before June 30,
1999. For purposes of this subdivision, tangible personal prop-
erty that becones a conponent part of a newspaper or periodical
and consequently not subject to tax, includes an advertising sup-
pl ement inserted into and circulated with a newspaper or periodi-
cal that is otherwi se exenpt fromtax under this subdivision, if
the advertising supplenent is delivered directly to the newspaper
or periodical by a person other than the advertiser, or the
advertising supplenent is printed by the newspaper or
peri odi cal .

(N) —te)— Property purchased by persons |icensed to operate
a commercial radio or television station if the property is used
in the origination or integration of the various sources of pro-
grammaterial for commercial radio or television transm ssion.

Thi s subdi vi si on does not include a vehicle licensed and titl ed

03502' 99 *



© 00 N o 0o b~ W N P

NN N NDNNNDNRRRRR R R R R R
N o o b NP O O 0N oA WDN PP O

12
for use on public highways or property used in the transmtting
to or receiving froman artificial satellite.

(O —{p)— A person who is a resident of this state who pur-
chases an autonobile in another state while in the mlitary serv-
ice of the United States and who pays a sales tax in the state
where the autonobile is purchased.

(P) te)— A vehicle for which a special registration is
secured in accordance with section 226(12) of the M chigan vehi -
cl e code, 1949 PA 300, MCL 257. 226.

(Q —fr)— A hearing aid, contact lenses if prescribed for a
specific disease that precludes the use of eyegl asses, or any
ot her apparatus, device, or equipnment used to replace or substi-
tute for any part of the human body, or used to assist the dis-
abl ed person to | ead a reasonably normal |ife when the tangible
personal property is purchased on a witten prescription or order
i ssued by a health professional as defined by section 4 of forner
1974 PA 264, or section 21005 of the public health code, 1978 PA
368, MCL 333. 21005, or eyegl asses prescribed or dispensed to cor-

rect the person's vision by an ophthal nol ogi st, optonetrist, or

opti ci an.
(R —€s)— Water when delivered through water mains or in
bul k tanks in quantities of not |ess than 500 gall ons.

ey T I : " I . :
on it e : et : . 4
. ek o I . o o
I " on et rited I " I
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(S) —w)— A vehicle not for resale used by a nonprofit cor-

poration organi zed exclusively to provide a community w th anbu-
| ance or fire departnent services.

(T) —w)— Tangi bl e personal property purchased and installed
as a conponent part of a water pollution control facility for
which a tax exenption certificate is issued pursuant to part 37
of the natural resources and environnental protection act, 1994
PA 451, MCL 324.3701 to 324.3708, or an air pollution control
facility for which a tax exenption certificate is issued pursuant
to part 59 of the natural resources and environmental protection
act, 1994 PA 451, MCL 324.5901 to 324.5908.

(U) —w— Tangi bl e real or personal property donated by a
manuf act urer, whol esaler, or retailer to an organi zation or
entity exenpt pursuant to subdivision (H OR (i) —er—j)— or sec-
tion 4a(a) or (b) of the general sales tax act, 1933 PA 167,

MCL 205. 54a.

(V) —9— The storage, use, or consunption by a donestic air
carrier of an aircraft purchased after Decenber 31, 1992 for use
solely in the transport of air cargo that has a maxi numcertifi-
cated takeoff weight of at |east 12,500 pounds. For purposes of

this subdivision, the term"donestic air carrier" is limted to

03502' 99 *



© 00 N o 0o b~ W N P

NN N NDNNNDNRRRRR R R R R R
N o o b W NP O O 0N 0o WDN PP O

14
entities engaged in the commercial transport for hire of cargo or
entities engaged in the comercial transport of passengers as a
busi ness activity.

(W —y)— The storage, use, or consunption by a donestic air
carrier of an aircraft purchased after June 30, 1994 that is used
solely in the regularly schedul ed transport of passengers. For
pur poses of this subdivision, the term"donestic air carrier" is
limted to entities engaged in the commercial transport for hire
of cargo or entities engaged in the commercial transport of pas-
sengers as a business activity.

(X) —2)— The storage, use, or consunption by a donestic air
carrier of an aircraft, other than an aircraft described under
subdi vi sion {— (W, purchased after Decenber 31, 1994, that
has a maximum certificated takeoff weight of at |east 12,500
pounds and that is designed to have a maxi num passenger seating
configuration of nore than 30 seats and used solely in the trans-
port of passengers. For purposes of this subdivision, the term
"donestic air carrier”" is limted to entities engaged in the com
mercial transport for hire of cargo or entities engaged in the
commercial transport of passengers as a business activity.

(Y) taa)— Property or services sold to an organi zati on not
operated for profit and exenpt fromfederal inconme tax under sec-
tion 501(c)(3) or 501(c)(4) of the internal revenue code of 1986,
26 U S.C. 501; or to a health, welfare, educational, cultural
arts, charitable, or benevol ent organization not operated for
profit that has been issued before June 13, 1994 an exenption

ruling letter to purchase itens exenpt fromtax signed by the
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adm ni strator of the sales, use, and w thhol di ng taxes division
of the departnent. The departnent shall reissue an exenption
letter after June 13, 1994 to each of those organi zations that
had an exenption letter that shall remain in effect unless the
organi zation fails to neet the requirenents that originally enti-
tled it to this exenption. The exenption does not apply to sales
of tangi bl e personal property and sales of vehicles |licensed for
use on public highways, that are not used primarily to carry out
t he purposes of the organization as stated in the bylaws or arti-
cles of incorporation of the exenpt organization.

(Z2) —bb)— The use or consunption of services described in
section 3a(a) or (c) by neans of a prepaid tel ephone calling
card, a prepaid authorization nunber for tel ephone use, or a
charge for internet access.

(AA) —€ee)— The purchase, |ease, use, or consunption of the
follow ng by an industrial laundry after Decenber 31, 1997:

(1) Textiles and di sposabl e products including, but not
limted to, soap, paper, chem cals, tissues, deodorizers and dis-
pensers, and all related itens such as packagi ng, supplies, hang-
ers, name tags, and identification tags.

(11) Equi prent, whether owned or |eased, used to repair and
di spense textiles including, but not limted to, roll towel cabi-
nets, slings, hardware, |ockers, nop handles and franmes, and
carts.

(11m) Machinery, equipnent, parts, lubricants, and repair
services used to clean, process, and package textiles and rel ated
itens, whether owned or | eased.
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(mv) Uilities such as electric, gas, water, or oil.

(v) Production washroom equi prrent and nendi ng and packagi ng
suppl i es and equi pnent .

(vi) Material handling equipnent including, but not limted
to, conveyors, racks, and elevators and rel ated control
equi pnent .

(vii) Wastewater pretreatnent equipnment and supplies and
rel ated mai nt enance and repair services.

(2) THE PROPERTY OR SERVI CES UNDER SUBSECTI ON (1) ARE EXEMPT
ONLY TO THE EXTENT THAT THE PROPERTY OR SERVI CES ARE USED FOR THE
EXEMPT PURPOSES | F ONE | S STATED I N SUBSECTION (1). THE EXEMP-
TION IS LIMTED TO THE PERCENTAGE OF EXEMPT USE TO TOTAL USE
DETERM NED BY A FORMULA OR METHOD APPROVED BY THE DEPARTMENT.

Sec. 4h. The tax |l evied —shat+— UNDER THI S ACT DOES not
apply to tangible real or personal property —for—use— TO THE
EXTENT THE TANG BLE REAL OR PERSONAL PROPERTY IS USED in a quali -
fied business activity of the purchaser. As used in this sec-
tion, "qualified business activity" means that termas defined in
the enterprise zone act, 1985 PA 224, MCL 125.2101 TO 125.2123.

SEC. 40. (1) THE TAX LEVI ED UNDER THI S ACT DCES NOT APPLY
TO PROPERTY SOLD TO THE FOLLOW NG AFTER MARCH 30, 1999, SUBJECT
TO SUBSECTI ON (2):

(A) AN | NDUSTRI AL PROCESSOR FOR USE OR CONSUMPTI ON I N | NDUS-
TRI AL PROCESSI NG

(B) A PERSON, WHETHER OR NOT THE PERSON | S AN | NDUSTRI AL
PROCESSOR, | F THE TANG BLE PERSONAL PROPERTY | S | NTENDED FOR
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ULTI MATE USE IN AND |'S USED | N | NDUSTRI AL PROCESSI NG BY AN
| NDUSTRI AL PROCESSOR.

(C) A PERSON, WHETHER OR NOT THE PERSON |'S AN | NDUSTRI AL
PROCESSOR, | F THE TANG BLE PERSONAL PROPERTY |'S USED BY THAT
PERSON TO PERFORM AN | NDUSTRI AL PROCESSI NG ACTI VI TY FOR OR ON
BEHALF OF AN | NDUSTRI AL PROCESSOR.

(D) A PERSON, WHETHER OR NOT THE PERSON |'S AN | NDUSTRI AL
PROCESSOR, | F THE TANG BLE PERSONAL PROPERTY IS 1 OF THE
FOLLON NG

(i) A COVPUTER USED | N OPERATI NG | NDUSTRI AL PROCESSI NG
EQUI PMVENT.

(ii) EQUI PVMENT USED I N A COVPUTER ASSI STED MANUFACTURI NG
SYSTEM

(iii) EQU PMENT USED IN A COMPUTER ASSI STED DES|I GN OR ENG -
NEERI NG SYSTEM | NTEGRAL TO AN | NDUSTRI AL PROCESS.

(iv) A SUBUNIT OR ELECTRONI C ASSEMBLY COWPRI SI NG A COVPONENT
IN A COVPUTER | NTEGRATED | NDUSTRI AL PROCESSI NG SYSTEM

(v) COVPUTER EQUI PMENT USED | N CONNECTI ON W TH THE COMVPUTER
ASS| STED PRODUCTI ON, STORAGE, AND TRANSM SSI ON OF DATA | F THE
EQUI PMENT WOULD HAVE BEEN EXEMPT HAD THE DATA TRANSFER BEEN MADE
USI NG TAPES, DI SKS, CD-ROMS, OR SIM LAR MEDI A BY A COVPANY \\HOSE
BUSI NESS | NCLUDES PUBLI SHI NG DOCTORAL DI SSERTATI ONS AND | NFORMA-
TI ON ARCH VI NG, AND THAT SELLS THE MAJORI TY OF THE COVPANY' S PRO-
DUCTS TO NONPROFI T ORGANI ZATI ONS EXEMPT UNDER SECTI ON 4(1)(Y).

(vi) EQUI PMENT USED | N THE PRODUCTI ON OF COMPUTER SOFTWARE
THAT |'S OFFERED FOR GENERAL SALE TO THE PUBLI C OR SOFTWARE
MODI FI ED OR ADAPTED TO THE USER S NEEDS OR EQUI PMENT BY THE
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SELLER, ONLY |F THE SOFTWARE |'S AVAI LABLE FOR SALE FROM A SELLER
OF SOFTWARE ON AN AS-1S BASI'S OR AS AN END PRODUCT W THOUT MODI -
FI CATI ON OR ADAPTI ON.

(2) THE PROPERTY UNDER SUBSECTI ON (1) IS EXEMPT ONLY TO THE
EXTENT THAT THE PROPERTY | S USED FOR THE EXEMPT PURPCSE STATED | N
TH' S SECTION. THE EXEMPTION IS LI M TED TO THE PERCENTAGE OF
EXEMPT USE TO TOTAL USE DETERM NED BY A FORMULA OR METHOD
APPROVED BY THE DEPARTMENT.

(3) | NDUSTRI AL PROCESSI NG | NCLUDES THE FOLLOW NG
ACTI VI TI ES:

(A) PRODUCTI ON OR ASSEMBLY.

(B) RESEARCH OR EXPERI MENTAL ACTI VI TI ES.

(C) ENG NEERI NG RELATED TO | NDUSTRI AL PROCESSI NG

(D) I NSPECTI ON, QUALI TY CONTROL, OR TESTI NG TO DETERM NE
WHETHER PARTI CULAR UNI TS OF MATERI ALS OR PRODUCTS OR PROCESSES
CONFORM TO SPECI FI ED PARAVETERS AT ANY TI ME BEFORE MATERI ALS OR
PRODUCTS FI RST COMVE TO REST | N FI Nl SHED GOODS | NVENTORY STORAGE.

(E) PLANNING SCHEDULI NG, SUPERVI SI ON, OR CONTROL OF PRODUC-
TI ON OR OTHER EXEMPT ACTI VI Tl ES.

(F) DESI GN, CONSTRUCTI ON, OR MAI NTENANCE OF PRODUCTI ON OR
OTHER EXEMPT MACHI NERY, EQUI PMENT, AND TOOLI NG

(G REMANUFACTURI NG

(H PROCESSI NG OF PRODUCTI ON SCRAP AND WASTE UP TO THE POl NT
| T I'S STORED FOR REMOVAL FROM THE PLANT OF ORI G N.

(1) RECYCLI NG OF USED MATERI ALS FOR ULTI MATE SALE AT RETAIL
OR REUSE.
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(J) PRODUCTI ON MATERI AL HANDLI NG,

(K) STORAGE OF | N- PROCESS MATERI ALS.

(4) PROPERTY THAT IS ELI G BLE FOR AN | NDUSTRI AL PROCESSI NG
EXEMPTI ON | NCLUDES THE FOLLOW NG

(A) PROPERTY THAT BECOMES AN | NGREDI ENT OR COMPONENT PART OF
THE FI Nl SHED PRODUCT TO BE SOLD ULTI MATELY AT RETAI L.

(B) MACHI NERY, EQUI PMENT, TOOLS, DI ES, PATTERNS, FOUNDATI ONS
FOR MACHI NERY OR EQUI PMENT, OR OTHER PROCESSI NG EQUI PMENT USED I N
AN | NDUSTRI AL PROCESSI NG ACTI VI TY AND | N THEI R REPAI R AND
MAI NTENANCE.

(C) PROPERTY THAT |'S CONSUMED OR DESTROYED OR THAT LOSES I TS
| DENTI TY | N AN | NDUSTRI AL PROCESSI NG ACTI VI TY.

(D) TANG BLE PERSONAL PROPERTY, NOT PERMANENTLY AFFI XED AND
NOT BECOM NG A STRUCTURAL PART OF REAL ESTATE, THAT BECOMES A
PART OF, OR |'S USED AND CONSUMED | N | NSTALLATI ON AND MAI NTENANCE
OF, SYSTEMS USED FOR AN | NDUSTRI AL PROCESSI NG ACTI VI TY.

(E) FUEL OR ENERGY USED OR CONSUMED FOR AN | NDUSTRI AL PRO
CESSI NG ACTI VI TY.

(F) MACHI NERY, EQUI PMENT, AND MATERI ALS USED W THI N A PLANT
SI TE OR BETVEEN PLANT S| TES OPERATED BY THE SAME PERSON FOR MOVE-
MENT OF TANG BLE PERSONAL PROPERTY | N THE PROCESS OF PRODUCTI ON.

(G OFFI CE EQUI PVMENT, | NCLUDI NG DATA PROCESSI NG EQUI PMENT,
USED FOR AN | NDUSTRI AL PROCESSI NG ACTI VI TY.

(5) PROPERTY THAT 1S NOT ELI G BLE FOR AN | NDUSTRI AL PROCESS-
| NG EXEMPTI ON | NCLUDES THE FOLLOW NG

(A) TANG BLE PERSONAL PROPERTY PERVANENTLY AFFI XED AND
BECOM NG A STRUCTURAL PART OF REAL ESTATE | NCLUDI NG BUI LDI NG
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UTI LI TY SYSTEMS SUCH AS HEATI NG Al R CONDI TI ONI NG VENTI LATI NG
PLUMBI NG, LI GHTI NG AND ELECTRI CAL DI STRI BUTI ON, TO THE PO NT OF
THE LAST TRANSFORMVER, SW TCH, VALVE, OR OTHER DEVI CE AT VWH CH
PO NT USABLE PONER, WATER, GAS, STEAM OR AIR IS DI VERTED FROM
DI STRIBUTION Cl RCUI TS FOR USE | N | NDUSTRI AL PROCESSI NG

(B) OFFI CE EQUI PVENT, | NCLUDI NG DATA PROCESSI NG EQUI PMVENT
USED FOR NONI NDUSTRI AL PROCESSI NG PURPOSES.

(© OFFI CE FURNI TURE OR OFFI CE SUPPLI ES.

(D) AN I NDUSTRI AL PROCESSOR S OAN PRODUCT OR FI NI SHED GOOD
THAT I T USES OR CONSUMES FOR PURPOSES OTHER THAN | NDUSTRI AL
PROCESSI NG,

(E) TANG BLE PERSONAL PROPERTY USED FOR RECEI VI NG AND STOR-
AGE OF MATERI ALS, SUPPLIES, PARTS, OR COVPONENTS PURCHASED BY THE
USER OR CONSUMER

(F) TANG BLE PERSONAL PROPERTY USED FOR RECEI VI NG AND STOR-
AGE OF NATURAL RESOURCES EXTRACTED BY THE USER OR CONSUMER

(G VEH CLES, | NCLUDI NG SPECI AL BODI ES OR ATTACHMENTS,
REQUI RED TO DI SPLAY A VEHI CLE PERM T OR LI CENSE PLATE TO OPERATE
ON PUBLI C H GHWAYS, EXCEPT FOR A SPECI ALLY DESI GNED VEHI CLE,
TOGETHER W TH PARTS, USED TO M X AND AG TATE MATERI ALS AT A PLANT
OR JOB SITE IN THE CONCRETE MANUFACTURI NG PRCCESS.

(H TANG BLE PERSONAL PROPERTY USED FOR THE PREPARATI ON OF
FOOD OR BEVERAGES BY A RETAILER FOR ULTI MATE SALE AT RETAIL
THROUGH I TS OAN LOCATI ONS.

(1) TANG BLE PERSONAL PROPERTY USED OR CONSUMED FOR THE PRE-
SERVATI ON OR MAI NTENANCE OF A FI NI SHED GOOD ONCE I T FI RST COMVES
TO REST I'N FI NIl SHED GOCODS | NVENTORY STORAGE.
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(J) RETURNABLE SHI PPl NG CONTAI NERS OR MATERI ALS, EXCEPT AS
PROVI DED | N SUBDI VI SI ON (4) (F).

(K) TANG BLE PERSONAL PROPERTY USED I N THE PRODUCTI ON OF
COVPUTER SOFTWARE ORI G NALLY DESI GNED FOR THE EXCLUSI VE USE AND
SPECI AL NEEDS OF THE PURCHASER.

(6) 1 NDUSTRI AL PROCESSI NG DOES NOT | NCLUDE THE FOLLOW NG
ACTI VI TI ES:

(A) PURCHASI NG RECEI VI NG, OR STORAGE OF RAW MATERI ALS.

(B) SALES, DI STRI BUTI ON, WAREHOUSI NG, SHI PPI NG, OR ADVERTI S-
| NG ACTI VI TI ES.

(C) ADM NI STRATI VE, ACCOUNTI NG, OR PERSONNEL SERVI CES.

(D) DESIGN, ENG NEERI NG, CONSTRUCTI ON, OR MAI NTENANCE OF
REAL PROPERTY AND NONPROCESSI NG EQUI PMVENT.

(E) PLANT SECURI TY, FIRE PREVENTI ON, OR MEDI CAL OR HOSPI TAL
SERVI CES.

(7) AS USED IN THI S SECTI ON:

(A) "1 NDUSTRI AL PROCESSI NG' MEANS THE ACTI VI TY OF CONVERTI NG
OR CONDI TI ONI NG TANG BLE PERSONAL PROPERTY BY CHANG NG THE FORM
COVPOSI TI ON, QUALI TY, COMBI NATI ON, OR CHARACTER OF THE PROPERTY
FOR ULTI MATE SALE AT RETAIL OR FOR USE | N THE MANUFACTURI NG OF A
PRODUCT TO BE ULTI MATELY SOLD AT RETAIL. | NDUSTRI AL PROCESSI NG
BEG NS WHEN TANG BLE PERSONAL PROPERTY BEG NS MOVEMENT FROM RAW
MATERI ALS STORAGE TO BEG N | NDUSTRI AL PROCESSI NG AND ENDS WHEN
FI Nl SHED GOODS FI RST COME TO REST I N FI NI SHED GOODS | NVENTORY
STORAGE.

(B) "1NDUSTRI AL PROCESSOR' MEANS A PERSON WHO PERFORMS THE
ACTI VI TY OF CONVERTI NG OR CONDI TI ONI NG TANG BLE PERSONAL PROPERTY
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FOR ULTI MATE SALE AT RETAIL OR USE | N THE MANUFACTURI NG OF A
PRODUCT TO BE ULTI MATELY SOLD AT RETAI L.

(C) "PRODUCT", AS USED I N SUBDI VI SION (E), | NCLUDES BUT IS
NOT LIM TED TO A PROTOTYPE, PILOT MODEL, PROCESS, FORMULA, | NVEN
TION, TECHNI QUE, PATENT, OR SIM LAR PROPERTY, WHETHER | NTENDED TO
BE USED | N A TRADE OR BUSI NESS OR TO BE SOLD, TRANSFERRED,
LEASED, OR LI CENSED.

(D) "REMANUFACTURI NG' MEANS THE ACTI VI TY OF OVERHAULI NG,
RETROFI TTI NG, FABRI CATI NG, OR REPAI RING A PRODUCT OR | TS COVPO-
NENT PARTS FOR ULTI MATE SALE AT RETAI L.

(E) "RESEARCH OR EXPERI MENTAL ACTI VI TY" MEANS ACTI VI TY | NC -
DENT TO THE DEVELOPMENT, DI SCOVERY, OR MODI FI CATI ON OF A PRODUCT
OR A PRODUCT RELATED PROCESS. RESEARCH OR EXPERI MENTAL ACTI VI TY
ALSO | NCLUDES ACTI VI TY NECESSARY FOR A PRODUCT TO SATI SFY A GOV-
ERNVENT STANDARD OR TO RECEI VE GOVERNMVENT APPROVAL. RESEARCH OR
EXPERI MENTAL ACTI VI TY DOES NOT | NCLUDE THE FOLLOW NG

(i) ORDI NARY TESTI NG OR | NSPECTI ON OF MATERI ALS OR PRODUCTS
FOR QUALI TY CONTROL PURPOSES.

(ii) EFFI Cl ENCY SURVEYS.

(iii) MANAGEMENT SURVEYS.

(iv) MARKET OR CONSUMER SURVEYS.

(v) ADVERTI SI NG OR PROVOTI ONS.

(vi) RESEARCH | N CONNECTI ON W TH LI TERACY, HI STORI CAL, OR
SI' M LAR PRQJECTS.

SEC. 4P. (1) THE TAX UNDER THI S ACT DOES NOT APPLY TO PROP-
ERTY SOLD TO AN EXTRACTI VE OPERATOR FOR USE OR CONSUMPTI ON | N
EXTRACTI VE OPERATI ONS.

03502' 99 *



© 00 N o 0o b~ W N P

NN N NDNNNDNRRRRRR R R R R
N o o b~ NP O O 0N oA WDN PP O

23

(2) THE PROPERTY UNDER SUBSECTI ON (1) IS EXEMPT ONLY TO THE
EXTENT THAT THE PROPERTY |'S USED FOR THE EXEMPT PURPOSES STATED
IN THIS SECTION. THE EXEMPTION IS LI M TED TO THE PERCENTAGE OF
EXEMPT USE TO TOTAL USE DETERM NED BY A FORMULA OR METHOD
APPROVED BY THE DEPARTMENT.

(3) EXTRACTI VE OPERATI ONS | NCLUDE THE ACTUAL PRODUCTI ON OF
O L, GAS, BRINE, OR OTHER NATURAL RESOURCES. PROPERTY EL| G BLE
FOR THE EXEMPTI ON | NCLUDES THE FOLLOW NG

(A) CASI NG Pl PE OR DRI VE Pl PE.

(B) TUBI NG

(C) WELL- PUMPI NG EQUI PMENT.

(D) CHEM CALS.

(E) EXPLOSI VES OR ACI DS USED I N FRACTURI NG, ACI DI ZI NG OR
SHOOTI NG WELLS.

(F) CHRI STMAS TREES, DERRI CKS, OR OTHER WELLHEAD EQUI PMENT.

(G TREATMENT TANKS.

(H PIPING VALVES, OR PUMPS USED BEFORE MOVEMENT OR TRANS-
PORTATI ON OF THE NATURAL RESOURCE FROM THE PRODUCTI ON AREA.

(1) CHEM CALS OR ACI DS USED | N THE TREATMENT OF CRUDE O L,
GAS, BRI NE, OR OTHER NATURAL RESOURCES.

(J) TANG BLE PERSONAL PROPERTY CONSUMED OR USED | N DEPCSI T-
| NG TAI LI NGS FROM HARD ROCK M NI NG PROCESSI NG.

(4) THE EXTRACTI VE OPERATI ON EXEMPTI ON DOES NOT | NCLUDE THE
FOLLON NG

(A) TANG BLE PERSONAL PROPERTY CONSUMED OR USED | N THE COM
STRUCTI ON, ALTERATI ON, | MPROVEMENT, OR REPAI R OF BUI LDI NGS,
STORAGE TANKS, AND STORAGE AND HOUSI NG FACI LI Tl ES.
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(B) TANG BLE PERSONAL PROPERTY CONSUMED OR USED I N
TRANSPORTI NG THE PRODUCT FROM THE PLACE OF EXTRACTI ON, EXCEPT FOR
TANG BLE PERSONAL PROPERTY CONSUMED OR USED | N TRANSPORTI NG
EXTRACTED MATERI ALS FROM THE EXTRACTI ON SI TE TO THE PLACE WHERE
THE EXTRACTED MATERI ALS FI RST COMVE TO REST I N FI NI SHED GOODS
| NVENTORY STORAGE.

(C) TANG BLE PERSONAL PROPERTY THAT IS A PRODUCT THE EXTRAC-
TI VE OPERATOR PRODUCES AND THAT |'S CONSUMED OR USED BY THE
EXTRACTI VE OPERATOR FOR A PURPOSE OTHER THAN THE MANUFACTURI NG OR
PRODUCI NG OF A PRODUCT FOR ULTI MATE SALE. THE EXTRACTOR SHALL
ACCOUNT FOR AND REM T THE TAX TO THE STATE BASED UPON THE
PRODUCT' S FAI R MARKET VALUE.

(D) EQUI PVMENT, MATERI ALS, AND SUPPLI ES USED | N EXPLORI NG,
PROSPECTI NG, OR DRILLING FOR O L, GAS, BRI NE, OR OTHER NATURAL
RESOURCES.

(E) EQUI PMENT, MATERI ALS, AND SUPPLI ES USED I N THE STORI NG
W THDRAW NG, OR DI STRIBUTION OF O L, GAS, OR BRI NE FROM A STORAGE
FACI LI TY.

(F) VEHI CLES, | NCLUDI NG SPECI AL BODI ES OR ATTACHVENTS,

REQUI RED TO DI SPLAY A VEHI CLE PERM T OR LI CENSE PLATE TO OPERATE
ON PUBLI C HI GHWAYS.

(5) AS USED IN THI S SECTI ON:

(A) "EXTRACTI VE OPERATI ONS" MEANS THE ACTI VI TY OF TAKI NG OR
EXTRACTI NG FOR RESALE ORE, O L, GAS, COAL, TIMBER STONE, GRAVEL,
CLAY, M NERALS, OR OTHER NATURAL RESOURCE MATERIAL. AN EXTRAC-

TI VE OPERATI ON BEG NS WHEN CONTACT |'S MADE W TH THE ACTUAL TYPE
OF NATURAL RAW PRODUCT BEI NG RECOVERED. EXTRACTI VE OPERATI ON
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| NCLUDES ALL NECESSARY PROCESSI NG OPERATI ONS BEFORE SHI PMENT FROM
THE PLACE OF EXTRACTI ON. EXTRACTI VE OPERATI ONS | NCLUDES ALL NEC-
ESSARY PROCESS| NG OPERATI ONS AND MOVEMENT OF THE NATURAL RESOURCE
MATERI AL UNTIL THE PO NT AT WHI CH THE NATURAL RAW PRODUCT BEI NG
RECOVERED FI RST COVES TO REST I N FI NI SHED GOODS | NVENTORY STORAGE
AT THE EXTRACTI ON SI TE.

(B) AN EXTRACTI VE OPERATOR |'S A PERSON WHO, EI THER DI RECTLY
OR BY CONTRACT, PERFORMS EXTRACTI VE OPERATI ONS.

SEC. 4Q (1) THE TAX LEVI ED UNDER THI S ACT DOES NOT APPLY
TO THE PURCHASE OF MACHI NERY AND EQUI PMENT FOR USE OR CONSUMPTI ON
I N THE RENDI TI ON OF ANY COMBI NATI ON OF SERVI CES, THE USE OR CON-
SUVPTI ON OF WHI CH | S TAXABLE UNDER SECTI ON 3A(A) OR (C) EXCEPT
THAT THI'S EXEMPTION |'S LI M TED TO THE TANG BLE PERSONAL PROPERTY
LOCATED ON THE PREM SES OF THE SUBSCRI BER AND TO CENTRAL OFFI CE
EQUI PMENT OR W RELESS EQUI PMENT, DI RECTLY USED OR CONSUMED I N
TRANSM TTI NG, RECEI VING, OR SWTCHI NG OR IN THE MONI TORI NG OF
SW TCHI NG OF A 2-WAY | NTERACTI VE COMMUNI CATION.  AS USED IN THI S
SUBSECTI ON, CENTRAL OFFI CE EQUI PMENT OR W RELESS EQUI PMENT DOES
NOT | NCLUDE DI STRI BUTI ON EQUI PMENT | NCLUDI NG CABLE OR W RE
FACI LI TI ES.

(2) BEG NNING APRIL 1, 1999, THE PROPERTY UNDER SUBSECTI ON
(1) 1S EXEMPT ONLY TO THE EXTENT THAT THE PROPERTY |'S USED FOR
THE EXEMPT PURPOSES STATED IN TH' S SECTION. THE EXEMPTION | S
LI M TED TO THE PERCENTAGE OF EXEMPT USE TO TOTAL USE DETERM NED
BY A FORMULA OR METHOD APPROVED BY THE DEPARTMENT.
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SEC. 4R (1) SUBJECT TO SUBSECTION (2), THE TAX LEVI ED
UNDER THI S ACT DOES NOT APPLY TO PROPERTY SOLD TO THE FOLLOW NG
AFTER MARCH 30, 1995 BUT BEFORE MARCH 31, 1999:

(A) AN I NDUSTRI AL PROCESSOR FOR USE OR CONSUMPTI ON | N | NDUS-
TRI AL PROCESSI NG PROPERTY USED OR CONSUMED I N | NDUSTRI AL PRO-
CESSI NG DOES NOT | NCLUDE TANG BLE PERSONAL PROPERTY PERMANENTLY
AFFI XED AND BECOM NG A STRUCTURAL PART OF REAL ESTATE; OFFI CE
FURNI TURE, OFFI CE SUPPLI ES, AND ADM NI STRATI VE OFFI CE EQUI PMENT,;
OR VEHI CLES LI CENSED AND Tl TLED FOR USE ON PUBLI C H GHWAYS OTHER
THAN A SPECI ALLY DESI GNED VEHI CLE, TOGETHER W TH PARTS, USED TO
M X AND AG TATE MATERI ALS ADDED AT A PLANT OR JOBSITE I N THE CON-
CRETE MANUFACTURI NG PROCESS. | NDUSTRI AL PROCESSI NG DOES NOT
| NCLUDE RECEI PT AND STORAGE OF RAW MATERI ALS PURCHASED OR
EXTRACTED BY THE USER OR CONSUMER, OR THE PREPARATI ON OF FOOD AND
BEVERAGES BY A RETAI LER FOR RETAIL SALE. AS USED IN TH S SUBDI -
VI SION, "1 NDUSTRI AL PROCESSOR' MEANS A PERSON WHO TRANSFORMS,
ALTERS, OR MODI FI ES TANG BLE PERSONAL PROPERTY BY CHANG NG THE
FORM COWMPCSI Tl ON, OR CHARACTER OF THE PROPERTY FOR ULTI MATE SALE
AT RETAIL OR SALE TO ANOTHER | NDUSTRI AL PROCESSOR TO BE FURTHER
PROCESSED FOR ULTI MATE SALE AT RETAIL. SALES TO A PERSON PER-
FORM NG A SERVI CE WHO DOES NOT ACT AS AN | NDUSTRI AL PROCESSOR
VWH LE PERFORM NG THE SERVI CE MAY NOT BE EXCLUDED UNDER THI S SUB-
Dl VI SI ON, EXCEPT AS PROVI DED I N SUBDI VI SI ON (B).

(B) A PERSON, WHETHER OR NOT THE PERSON | S AN | NDUSTRI AL
PROCESSOR, WHEN THE PROPERTY |S A COVPUTER USED | N OPERATI NG
| NDUSTRI AL PROCESSI NG EQUI PMENT; EQUI PMENT USED I N A COVWPUTER
ASSI STED MANUFACTURI NG SYSTEM EQUI PMENT USED IN A COWPUTER
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ASSI STED DESI GN OR ENG NEERI NG SYSTEM | NTEGRAL TO AN | NDUSTRI AL
PROCESS; OR A SUBUNI T OR ELECTRONI C ASSEMBLY COMPRI SI NG A COVPO-
NENT I N A COMPUTER | NTEGRATED | NDUSTRI AL PROCESSI NG SYSTEM OR
COVPUTER EQUI PMENT USED | N CONNECTI ON W TH THE COVPUTER ASSI STED
PRODUCTI ON, STORAGE, AND TRANSM SSI ON OF DATA | F THE EQUI PVENT
WOULD HAVE BEEN EXEMPT HAD THE DATA TRANSFER BEEN MADE USI NG
TAPES, DI SKS, CD-ROMB, OR SIM LAR MEDI A BY A COVPANY WHOSE BUSI -
NESS | NCLUDES PUBLI SH NG DOCTORAL DI SSERTATI ONS AND | NFORVATI ON
ARCHI VI NG, AND THAT SELLS THE MAJORI TY OF THE COVPANY' S PRODUCTS
TO NONPROFI T ORGANI ZATI ONS EXEMPT UNDER SECTI ON 4( 1) (V).

(2) THE PROPERTY UNDER SUBSECTI ON (1) IS EXEMPT ONLY TO THE
EXTENT THAT THE PROPERTY |'S USED FOR THE EXEMPT PURPOSES STATED
IN THIS SECTION. THE EXEMPTION IS LI M TED TO THE PERCENTAGE OF
EXEMPT USE TO TOTAL USE DETERM NED BY A FORMULA OR METHOD
APPROVED BY THE DEPARTMENT.

SEC. 8. (1) THE COW SSIONER, IN HI'S OR HER DI SCRETI ON, MAY
AUTHORI ZE A PERSON TO ASSUME THE OBLI GATI ON OF SELF- ACCRUI NG AND
REM TTI NG USE TAX DUE ON PURCHASES OR LEASES DI RECTLY TO THE
DEPARTMENT UNDER A DI RECT PAYMENT AUTHORI ZATION, | F THE FOLLOW NG
CONDI TI ONS ARE MET:

(A) THE AUTHORI ZATION |'S TO BE USED FOR THE PURCHASE OR
LEASE OF TANG BLE PERSONAL PROPERTY OR SERVI CES.

(B) THE AUTHORI ZATI ON | S NECESSARY BECAUSE I T IS El THER
| MPRACTI CAL AT THE TI ME OF ACQUI SI TI ON TO DETERM NE THE MANNER | N
WH CH THE TANG BLE PERSONAL PROPERTY OR SERVI CES WLL BE USED OR
| T WLL FACI LI TATE | MPROVED COVPLI ANCE W TH THE TAX LAWS OF THI S
STATE.
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(© THE PERSON REQUESTI NG AUTHORI ZATI ON FOR DI RECT PAYMENT
MAI NTAI NS ACCURATE AND COVPLETE RECORDS OF ALL PURCHASES OR
LEASES AND USES OF TANG BLE PERSONAL PROPERTY OR SERVI CES PUR-
CHASED PURSUANT TO THE DI RECT PAYMENT AUTHORI ZATION I N A FORM
ACCEPTABLE TO THE DEPARTMENT.

(2) THE COMM SSI ONER HAS THE AUTHORI TY TO | DENTI FY | TEMS
THAT ARE NOT ELI G BLE FOR A DI RECT PAYMENT AUTHORI ZATI ON.

SEC. 9A. (1) BEG NNI NG MARCH 30, 1995, I N COWUTI NG THE
AMOUNT OF TAX LEVI ED UNDER THI S ACT FOR ANY MONTH, A SELLER MAY
DEDUCT THE AMOUNT OF BAD DEBTS FROM HI' S OR HER GROSS SALES,
RENTALS, OR SERVI CES USED FOR THE COWPUTATI ON OF THE TAX. THE
AMOUNT OF GRCOSS SALES, RENTALS, OR SERVI CES DEDUCTED MUST BE
CHARGED OFF AS UNCOLLECTI BLE ON THE BOOKS OF THE SELLER. | F THE
BUSI NESS CONSI STS OF TAXABLE AND NONTAXABLE TRANSACTI ONS, THE
DEDUCTI ON EQUALS THE FULL AMOUNT OF THE BAD DEBT | F THE BAD DEBT
| S DOCUMENTED AS A TAXABLE TRANSACTION IN THE SELLER S RECORDS.
| F DOCUMENTATI ON IS NOT AVAI LABLE, THE MAXI MUM DEDUCTI ON FROM
GRCSS SALES, RENTALS, OR SERVI CES FOR ANY BAD DEBTS EQUALS THE
AMOUNT OF THE BAD DEBT MULTI PLI ED BY THE QUOTI ENT RESULTI NG FROM
Dl VI DI NG THE SALES, RENTALS, OR SERVI CES TAXED UNDER THI S ACT
DURI NG THE PRECEDI NG CALENDAR YEAR BY ALL SALES, RENTALS, OR
SERVI CES DURI NG THE PRECEDI NG CALENDAR YEAR, WHETHER OR NOT TAXED
UNDER THI S ACT. | F A CONSUMER OR OTHER PERSON PAYS ALL OR PART
OF A BAD DEBT W TH RESPECT TO WHI CH A SELLER CLAI MED A DEDUCTI ON
UNDER THI S SECTI ON, THE SELLER I'S LI ABLE FOR THE AMOUNT COF TAXES
DEDUCTED | N CONNECTI ON W TH THAT PORTI ON OF THE DEBT FOR WH CH
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PAYMENT | S RECEI VED AND SHALL REM T THESE TAXES IN H S OR HER
NEXT PAYMENT TO THE DEPARTMENT.

(2) ANY CLAIM FOR A BAD DEBT DEDUCTI ON UNDER THI' S SECTI ON
SHALL BE SUPPCRTED BY THAT EVI DENCE REQUI RED BY THE DEPARTMENT.
THE DEPARTMENT SHALL REVI EW ANY CHANGE | N THE RATE OF TAXATI ON
APPLI CABLE TO ANY TAXABLE SALES, RENTALS, OR SERVI CES BY A SELLER
CLAI M NG A DEDUCTI ON PURSUANT TO THI S SECTI ON AND SHALL ENSURE
THAT THE DEDUCTI ON ON ANY BAD DEBT DOES NOT RESULT I N THE SELLER
CLAI M NG THE DEDUCTI ON RECOVERI NG ANY MORE OR LESS THAN THE TAXES
| MPCSED ON THE SALE, RENTAL, OR SERVI CE THAT CONSTI TUTES THE BAD
DEBT.

(3) AS USED IN THI S SECTI ON, "BAD DEBT" MEANS ANY PORTI ON OF
A DEBT RESULTI NG FROM A SELLER S COLLECTI ON OF THE USE TAX ON THE
PURCHASE OF TANG BLE PERSONAL PROPERTY OR SERVI CES THAT IS NOT
OTHERW SE DEDUCTI BLE OR EXCLUDABLE, THAT HAS BECOMVE WORTHLESS OR
UNCCLLECTI BLE I N THE TI ME PERI GD BETWEEN THE DATE WHEN TAXES
ACCRUE TO THE STATE FOR THE SELLER S PRECEDI NG USE TAX RETURN AND
THE DATE WHEN TAXES ACCRUE TO THE STATE FOR THE PRESENT RETURN,
AND THAT IS ELI G BLE TO BE CLAI MED, OR COULD BE ELI G BLE TO BE
CLAI MED | F THE SELLER KEPT ACCOUNTS ON AN ACCRUAL BASIS, AS A
DEDUCTI ON PURSUANT TO SECTI ON 166 OF THE | NTERNAL REVENUE CODE.

A BAD DEBT DCES NOT | NCLUDE ANY OF THE FOLLOW NG

(A) INTEREST OR USE TAX ON THE PURCHASE PRI CE.

(B) UNCOLLECTI BLE AMOUNTS ON PROPERTY THAT REMAINS I N THE
POSSESSI ON OF THE SELLER UNTIL THE FULL PURCHASE PRI CE IS PAID.

(© EXPENSES | NCURRED | N ATTEMPTI NG TO COLLECT ANY ACCOUNT
RECEI VABLE OR ANY PORTI ON OF THE DEBT RECOVERED.
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(D) ANY ACCOUNTS RECEI VABLE THAT HAVE BEEN SOLD TO A THI RD
PARTY FOR COLLECTI ON.

(E) REPOSSESSED PROPERTY.

Enacting section 1. This anendatory act is intended to cor-
rect any msinterpretation of the application of this act to
property used only partially for exenpt purposes as determ ned by
the M chigan court of appeals in Mchigan Bell Tel ephone Conpany
v Dep't of Treasury, 229 Mch App 200 (1998). This anendatory

act clarifies that, with the exception of telecomunications

equi pnrent taxed under section 3a of the use tax act, 1937 PA 94,
MCL 205.93a, the tax | evied does not apply to the price of prop-
erty or services except to the extent that the property or serv-
ices are stored, used, or consuned for exenpt purposes. For

t el ecomuni cati ons equi pnment taxed under section 3a of the use
tax act, 1937 PA 94, MCL 205.93a, this anmendatory act clarifies
that for periods before April 1, 1999, the tax shall not be

apportioned and for periods beginning April 1, 1999, the tax
shal | be apportioned. This anendatory act is curative, express-
ing the original intent of the legislature. This anendatory act
takes effect for all periods beginning March 31, 1995 and all tax
years that are open under the statute of limtations provided in
section 27a of 1941 PA 122, MCL 205.27a. This anendatory act
clarifies that existing |law and procedures provide a prorated
exenption, as evidenced by rule 40 of the specific sales and use
tax rul es.
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