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SB 824, As Passed Senate, April 30, 2002

SUBSTI TUTE FOR
SENATE BI LL NO. 824

A bill to anmend 1937 PA 94, entitled
"Use tax act,"”
by amendi ng sections 3, 4, and 4q (MCL 205.93, 205.94, and
205.94q), section 3 as anended by 2002 PA 110, section 4 as
anended by 2001 PA 39, and section 4q as added by 1999 PA 117,
and by addi ng section 3b.
THE PEOPLE OF THE STATE OF M CHI GAN 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 OR 3B. Penalties
and interest shall be added to the tax if applicable as provided
in this act. For the purpose of the proper admnistration of

this act and to prevent the evasion of the tax, it is presuned
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that tangi 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
inthis state.

(2) The tax inposed by this section for the privil ege of
usi ng, storing, or consumng a vehicle, ORV, nobile hone, air-
craft, snowmobile, or watercraft shall be collected before the
transfer of the vehicle, ORV, nobile hone, aircraft, snownobil e,
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, ORVs, npobile
homes, aircraft, snownobiles, or watercraft in the ordinary
course of his or her business done in this state. The tax on a
vehi cle, ORV, snownobile, and watercraft shall be collected by
the secretary of state before the transfer of the vehicle, ORV
snowmbi |l e, or watercraft registration. The tax on a nobile hone
shall be collected by the departnment of consuner and industry
services, nobile home conm ssion, or its agent before the trans-
fer of the certificate of title. The tax on an aircraft shall be
coll ected by the departnment of treasury. Notw thstanding any
limtation contained in section 2 and except as provided in this
subsection, the price tax base of any vehicle, ORV, nobile hone,
aircraft, snowrobile, or watercraft subject to taxation under
this act shall be not less than its retail dollar value at the
time of acquisition as fixed pursuant to rules pronul gated by the
departnent. The price tax base of a new or previously owned car

or truck held for resale by a dealer and that is not exenpt under
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section 4(1)(c) is the purchase price of the car or truck
mul tiplied by 2.5% plus $30.00 per nonth beginning with the nonth
that the deal er uses the car or truck in a nonexenpt manner.

(3) The followi ng transfers or purchases are not subject to
use tax:

(a) A transaction or a portion of a transaction if the
transferee or purchaser is the spouse, nother, father, brother,
sister, child, stepparent, stepchild, stepbrother, stepsister,
grandparent, grandchild, legal ward, or a |legally appointed
guardian with a certified |etter of guardianship, of the
transferor.

(b) A transaction or a portion of a transaction if the
transfer is a gift to a beneficiary in the adm nistration of an
est ate.

(c) If a vehicle, ORV, nobile honme, aircraft, snowrpbile, or
wat ercraft that has once been subjected to the M chigan sales or
use tax is transferred in connection with the organization, reor-
gani zation, dissolution, or partial liquidation of an incorpo-
rated or uni ncorporated business and the beneficial ownership is
not changed.

(d) If an insurance conpany |icensed to conduct business in
this state acquires ownership of a |late nodel distressed vehicle
as defined in section 12a of the M chigan vehicle code, 1949
PA 300, MCL 257.12a, through paynent of damages in response to a
cl ai mor when the person who owned the vehicle before the insur-
ance conpany reacquires ownership fromthe conpany as part of the

settlenent of a claim

S04180' 01 (S-1)
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(4) The departnent 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 depart-
ments or agencies of state governnent are required to furnish
those services, information, or records upon the request of the
depart nment.

SEC. 3B. (1) THE USE OR CONSUMPTI ON OF MOBI LE TELECOVMUNI -
CATI ONS SERVI CES IS SUBJECT TO THE TAX LEVI ED UNDER THI S ACT I N
THE SAME MANNER AS TANG BLE PERSONAL PROPERTY REGARDLESS OF WHERE
THE MOBI LE TELECOVMUNI CATI ONS SERVI CES ORI G NATE, TERM NATE, OR
PASS THROUGH, SUBJECT TO ALL OF THE FOLLOW NG

(A) MOBI LE TELECOVMUNI CATI ONS SERVI CES PROVI DED TO A CUSTOW
ER, THE CHARGES FOR WHI CH ARE BI LLED BY OR FOR THE CUSTOVER S
HOMVE SERVI CE PROVI DER, ARE CONSI DERED TO BE PROVI DED BY THE
CUSTOVER S HOME SERVI CE PROVI DER | F THE CUSTOMER S PLACE OF PRI -
MARY USE FOR THE MOBI LE TELECOVMUNI CATIONS SERVICES IS IN THI' S
STATE. | F THE CUSTOMER S PLACE OF PRI MARY USE FOR MOBI LE TELE-
COVMUNI CATI ONS SERVICES IS QUTSI DE OF THI S STATE, THE MOBI LE
TELECOVMUNI CATI ONS SERVI CES ARE NOT SUBJECT TO THE TAX LEVI ED
UNDER THI S ACT.

(B) A HOVE SERVI CE PROVI DER I S RESPONSI BLE FOR OBTAI Nl NG AND
MAI NTAI NIl NG A RECORD OF THE CUSTOVER S PLACE OF PRI MARY USE.
SUBJECT TO SUBSECTI ON (2), | N OBTAI NI NG AND MAI NTAI NI NG A RECORD
OF THE CUSTOVER S PLACE OF PRI MARY USE, A HOVE SERVI CE PROVI DER
MAY DO ALL OF THE FOLLOW NG

(1) RELY I'N GOOD FAI TH ON | NFORMATI ON PROVI DED BY A CUSTOVER
AS TO THE CUSTOMER S PLACE OF PRI MARY USE.

S04180' 01 (S-1)
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(ii) TREAT THE ADDRESS USED FOR A CUSTOMER UNDER A SERVI CE
CONTRACT OR AGREEMENT | N EFFECT ON AUGUST 1, 2002 AS THAT
CUSTOMER S PLACE OF PRI MARY USE FOR THE REMAI NI NG TERM OF THE
SERVI CE CONTRACT OR AGREEMENT, EXCLUDI NG ANY EXTENSI ON OR RENEWAL
OF THE SERVI CE CONTRACT OR AGREEMENT.

(C) NOTW THSTANDI NG SECTI ON 9 AND SUBJECT TO SUBSECTI ON (5),
| F THE DEPARTMENT CHOOSES TO CREATE OR PROVI DE A DATABASE THAT
COWPLI ES W TH THE PROVISIONS OF 4 U.S.C. 119, A HOVE SERVI CE PRO
VI DER SHALL USE THAT DATABASE TO DETERM NE THE ASSI GNVENT OF THE
CUSTOMER S PLACE OF PRI MARY USE TO THI'S STATE. |F A DATABASE IS
NOT PROVI DED BY THE DEPARTMENT, A HOVE SERVI CE PROVI DER MAY USE
AN ENHANCED ZI P CODE TO DETERM NE THE ASSI GNVENT OF THE
CUSTOMER S PLACE OF PRI MARY USE TO THI S STATE. A HOMVE SERVI CE
PROVI DER THAT USES A DATABASE PROVI DED BY THE DEPARTMENT |'S NOT
LI ABLE FOR ANY TAX THAT OTHERW SE WOULD BE DUE SOLELY AS A RESULT
OF AN ERROR OR OM SSI ON | N THAT DATABASE. A HOVE SERVI CE PRO-

VI DER THAT USES AN ENHANCED ZI P CODE |'S NOT LI ABLE FOR ANY TAX
THAT OTHERW SE WOULD BE DUE SOLELY AS A RESULT OF AN ASS| GNVENT
OF A STREET ADDRESS TO ANOTHER STATE | F THE HOVE PROVI DER EXER-
Cl SED DUE DI LI GENCE TO ENSURE THAT THE APPROPRI ATE STREET
ADDRESSES ARE ASSI GNED TO THI S STATE.

(D) |F A CUSTOMER BELI EVES THAT THE AMOUNT OF THE TAX LEVI ED
UNDER THI S ACT OR THAT THE HOVE SERVI CE PROVI DER S RECORD OF THE
CUSTOMER S PLACE OF PRI MARY USE IS | NCORRECT, THE CUSTOMER SHALL
NOTI FY THE HOME SERVI CE PROVI DER | N WRI TI NG AND PROVI DE ALL OF
THE FOLLOW NG | NFORMATI ON

S04180' 01 (S-1)
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(i) THE STREET ADDRESS OF THE CUSTOVER S PLACE OF PRI MARY
USE.

(1i)) THE ACCOUNT NAME AND NUMBER FOR WHI CH THE CUSTOVER
REQUESTS THE CORRECTI ON.

(iii) A DESCRI PTI ON OF THE ERROR ASSERTED BY THE CUSTOMER.

(iv) ANY OTHER | NFORMATI ON THAT THE HOVE SERVI CE PROVI DER
REASONABLY REQUI RES TO PROCESS THE REQUEST.

(E) NOT LATER THAN 60 DAYS AFTER THE HOME SERVI CE PROVI DER
RECEI VES A REQUEST UNDER SUBDI VI SI ON (D) OR SUBSECTI ON (5) ( B)
THE HOVE SERVI CE PROVI DER SHALL REVI EW I TS RECORD OF THE
CUSTOVER S PLACE OF PRI MARY USE AND THE CUSTOMER S ENHANCED ZI P
CODE TO DETERM NE THE CORRECT AMOUNT OF THE TAX LEVI ED UNDER THI S
ACT. | F THE HOMVE SERVI CE PROVI DER DETERM NES THAT THE TAX LEVI ED
UNDER THI'S ACT OR I TS RECORD OF THE CUSTOMER S PLACE OF PRI MARY
USE | S | NCORRECT, THE HOVE SERVI CE PROVI DER SHALL CORRECT THE
ERROR AND REFUND OR CREDI T ANY TAX ERRONEOCUSLY COLLECTED FROM THE
CUSTOVER. A REFUND UNDER THI' S SUBDI VI SI ON SHALL NOT EXCEED A
PERIOD OF 4 YEARS. | F THE HOMVE SERVI CE PROVI DER DETERM NES THAT
THE TAX LEVI ED UNDER THI S ACT AND THE CUSTOMER S PLACE OF PRI MARY
USE ARE CORRECT, THE HOVE SERVI CE PROVI DER SHALL PROVI DE A WRI T-
TEN EXPLANATI ON OF THAT DETERM NATI ON TO THE CUSTOMER. THE PRO-
CEDURES PRESCRI BED IN THI'S SUBDI VI SION AND I N SUBDI VI SI ON (D) ARE
THE FI RST COURSE OF REMEDY AVAI LABLE TO A CUSTOMER REQUESTI NG A
CORRECTI ON OF THE PROVI DER' S RECORD OF PLACE OF PRI MARY USE OR A
REFUND OF TAXES ERRONEOUSLY COLLECTED BY THE HOVE SERVI CE
PROVI DER.

S04180' 01 (S-1)
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(2) I'F THE DEPARTMENT MAKES A FI NAL DETERM NATI ON THAT THE
HOMVE SERVI CE PROVI DER' S RECORD OF A CUSTOMER S PLACE OF PRI MARY
USE | S | NCORRECT, THE HOVE SERVI CE PROVI DER SHALL CHANCE I TS
RECORDS TO REFLECT THAT FI NAL DETERM NATI ON. THE CORRECTED
RECORD OF A CUSTOVER S PLACE OF PRI MARY USE SHALL BE USED TO CAL-
CULATE THE TAX LEVI ED UNDER THI S ACT PROSPECTI VELY, FROM THE DATE
OF THE DEPARTMENT' S FI NAL DETERM NATI ON. THE DEPARTMENT SHALL
NOT MAKE A FI NAL DETERM NATI ON UNDER THI S SUBSECTI ON BEFORE THE
DEPARTMENT HAS NOTI FI ED THE CUSTOVER THAT THE DEPARTMENT HAS
FOUND THAT THE HOVE SERVI CE PROVI DER S RECORD OF THE CUSTOMER S
PLACE OF PRI MARY USE | S | NCORRECT AND THE CUSTOVER HAS BEEN
AFFORDED AN OPPORTUNI TY TO APPEAL THAT FI NDI NG AN APPEAL TO THE
DEPARTMENT SHALL BE CONDUCTED ACCORDI NG TO THE PROVI SI ON OF SEC-
TION 22 OF 1941 PA 122, MCL 205. 22.

(3) NOTW THSTANDI NG SECTI ON 8 AND SUBJECT TO SECTION 5, IF
THE DEPARTMENT MAKES A FI NAL DETERM NATI ON UNDER SUBSECTI ON ( 2)
THAT A CUSTOVER S PLACE OF PRI MARY USE | S | NCORRECT, A HOVE SERV-
| CE PROVIDER IS NOT LI ABLE FOR ANY TAXES THAT WOULD HAVE BEEN
LEVI ED UNDER THI S ACT I F THE CUSTOVMER S PLACE OF PRI MARY USE HAD
BEEN CORRECT.

(4) I'F CHARGES FOR MOBI LE TELECOMMUNI CATI ONS SERVI CES AND
OTHER BI LLED SERVI CES NOT SUBJECT TO THE TAX LEVI ED UNDER THI S
ACT ARE AGGREGATED W TH AND NOT SEPARATELY STATED FROM CHARCES
FOR MOBI LE TELECOVMUNI CATI ONS SERVI CES THAT ARE SUBJECT TO THE
TAX LEVI ED UNDER THI S ACT, THE NONTAXABLE MOBI LE TELECOVMUNI CA-
TI ONS SERVI CES AND OTHER BI LLED SERVI CES ARE SUBJECT TO THE TAX
LEVI ED UNDER THI S ACT UNLESS THE HOME SERVI CE PROVI DER CAN

S04180' 01 (S-1)
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REASONABLY | DENTI FY Bl LLI NGS FOR SERVI CES NOT SUBJECT TO THE TAX
LEVI ED UNDER THI S ACT FROM | TS BOOKS AND RECCRDS KEPT I N THE REG
ULAR COURSE OF BUSI NESS.

(5) I'F CHARGES FOR MOBI LE TELECOMMUNI CATI ONS SERVI CES AND
OTHER BI LLED SERVI CES NOT SUBJECT TO THE TAX LEVI ED UNDER THI S
ACT ARE AGGREGATED W TH AND NOT SEPARATELY STATED FROM CHARCGES
FOR MOBI LE TELECOVMUNI CATI ONS SERVI CES THAT ARE SUBJECT TO THE
TAX LEVI ED UNDER THI S ACT, A CUSTOMER MAY NOT RELY UPON THE
EXEMPT STATUS FOR THOSE MOBI LE TELECOVMUNI CATI ONS SERVI CES AND
OTHER BI LLED SERVI CES UNLESS 1 OR MORE OF THE FOLLOW NG CONDI -

TI ONS ARE SATI SFI ED:

(A) THE CUSTOVER S HOVE SERVI CE PROVI DER SEPARATELY STATES
THE CHARGES FOR MOBI LE TELECOVMUNI CATI ONS SERVI CES THAT ARE
EXEMPT AND OTHER EXEMPT BI LLED SERVI CES FROM TAXABLE MOBI LE TELE-
COMMUNI CATI ONS SERVI CES.

(B) THE HOVE SERVI CE PROVI DER ELECTS, AFTER RECEI VI NG A
VWRI TTEN REQUEST FROM THE CUSTOMER I N THE FORM REQUI RED BY THE
HOMVE SERVI CE PROVI DER, TO | DENTI FY THE EXEMPT MOBI LE TELECOVMUNI -
CATI ONS SERVI CES AND OTHER EXEMPT BI LLED SERVI CES BY REFERENCE TO
THE HOVE SERVI CE PROVI DER S BOOKS AND RECORDS KEPT IN THE REGULAR
COURSE OF BUSI NESS.

(6) THIS SECTION | S REPEALED AS OF THE DATE OF ENTRY OF A
FI NAL JUDGVENT BY A COURT OF COMPETENT JURI SDI CTI ON THAT SUBSTAN-
TIALLY LIMTS OR | MPAI RS THE ESSENTI AL ELEMENTS OF SECTI ONS 116
TO 126 OF TITLE 4 OF THE UNI TED STATES CCDE, 4 U.S.C. 116 TO 126,
AND THAT FI NAL JUDGVENT IS NO LONGER SUBJECT TO APPEAL.

S04180' 01 (S-1)
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(7) FOR AN Al R- GROUND RADI OTELEPHONE SERVI CE, THE TAX UNDER
TH S ACT IS | MPOSED AT THE LOCATI ON OF THE ORI G NATI ON OF THE
Al R- GROUND RADI OTELEPHONE SERVI CE I N THI' S STATE AS | DENTI FI ED BY
THE HOVE SERVI CE PROVI DER OR | NFORMATI ON RECEI VED BY THE HOVE
SERVI CE PROVI DER FROM | TS SERVI CI NG CARRI ER.

(8) AS USED IN THI S SECTI ON:

(A) "Al R GROUND RADI OTELEPHONE SERVI CE" MEANS THAT TERM AS
DEFINED IN 47 C. F. R PART 22.

(B) "COMVERCI AL MOBI LE RADI O SERVI CE" MEANS THAT TERM AS
DEFINED IN 47 C F. R 20. 3.

(O "CHARGE", "CHARGES', OR "CHARGE FOR MOBI LE TELECOVMUNI -
CATI ONS SERVI CES" MEANS ANY CHARCE FOR, OR ASSOCI ATED W TH, THE
PROVI SI ON OF COMVERCI AL MOBI LE RADI O SERVI CE, OR ANY CHARCGE FOR,
OR ASSOCI ATED W TH, A SERVI CE PROVI DED AS AN ADJUNCT TO A COMVER-
Cl AL MOBI LE RADI O SERVI CE, THAT IS BILLED TO A CUSTOMER BY OR FOR
THE CUSTOVER S HOVE SERVI CE PROVI DER REGARDLESS OF WHETHER | NDI -
VI DUAL TRANSM SSI ONS ORI G NATE OR TERM NATE W THI N THE LI CENSED
SERVI CE AREA OF THE HOVE SERVI CE PROVI DER

(D) "CUSTOVER' MEANS 1 OF THE FOLLOW NG, BUT DOES NOT
| NCLUDE A RESELLER OR A SERVI NG CARRI ER:

(1) THE PERSON WHO CONTRACTS W TH THE HOME SERVI CE PROVI DER
FOR MOBI LE TELECOWMUNI CATI ONS SERVI CES.

(ii)) I'F THE END USER OF MOBI LE TELECOMMUNI CATI ONS SERVI CES
'S NOT THE CONTRACTI NG PARTY, THEN THE END USER OF THE MOBI LE
TELECOVMUNI CATI ONS SERVI CE. THI' S SUBPARAGRAPH APPLI ES ONLY FOR
THE PURPOSE OF DETERM NI NG THE PLACE OF PRI MARY USE.

S04180' 01 (S-1)
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(E) "ENHANCED ZI P CODE" MEANS A UNI TED STATES POSTAL ZIP
CCDE OF 9 OR MORE DG TS.

(F) "HOVE SERVI CE PROVI DER' MEANS THE FACI LI TI ES- BASED CAR-
RI ER OR RESELLER THAT ENTERS | NTO A CONTRACT WTH A CUSTOMER FOR
MOBI LE TELECOVMUNI CATI ONS SERVI CES.

(G "LICENSED SERVI CE AREA" MEANS THE GEOGRAPHI C AREA I N
VH CH A HOVE SERVI CE PROVI DER IS AUTHORI ZED BY LAW OR CONTRACT TO
PROVI DE COMVERCI AL MOBI LE RADI O SERVI CES TO | TS CUSTOMERS.

(H "MOBI LE TELECOVMUNI CATI ONS SERVI CES" MEANS COMMERCI AL
MOBI LE RADI O SERVI CES THAT ORI G NATE AND TERM NATE | N THE SAME
STATE OR ORI G NATE I N 1 STATE AND TERM NATE | N ANOTHER STATE.
MOBI LE TELECOVMUNI CATI ONS SERVI CES DO NOT | NCLUDE PREPAI D MOBI LE
TELECOMMUNI CATI ONS SERVI CES OR Al R- GROUND RADI OTELEPHONE
SERVI CE.

(1) "PLACE OF PRI MARY USE" MEANS THE RESI DENTI AL STREET
ADDRESS OR THE PRI MARY BUSI NESS STREET ADDRESS W THI N THE
LI CENSED SERVI CE AREA OF THE HOVE SERVI CE PROVI DER AT WHI CH A
CUSTOMER PRI MARI LY USES MOBI LE TELECOMMUNI CATI ONS SERVI CES.

(J) "PREPAI D MOBI LE TELECOMMUNI CATI ONS SERVI CE" MEANS THE
ADVANCE PURCHASE OF EXCLUSI VE MOBI LE TELECOVMUNI CATI ONS SERVI CES,
VH CH ENABLES THE ORI G NATI ON OF CALLS USI NG AN ACCESS NUMBER OR
AUTHORI ZATI ON CODE, WHETHER MANUALLY OR ELECTRONI CALLY DI ALED, |F
THE REMAI NI NG UNI TS OF SERVI CE ARE KNOWN BY THE PROVI DER OF THE
SERVI CE ON A CONTI NUOUS BASI S.

(K) "RESELLER' MEANS A TELECOVMUNI CATI ONS SERVI CES PROVI DER
VHO PURCHASES TELECOMMUNI CATI ONS SERVI CES FROM ANOTHER
TELECOMMUNI CATI ONS SERVI CES PROVI DER AND THEN RESELLS THE

S04180' 01 (S-1)
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TELECOVMUNI CATI ON SERVI CES, USES THE TELECOMMUNI CATI ON SERVI CES
AS A COVWPONENT PART OF A MOBI LE TELECOMMUNI CATI ONS SERVI CE, OR
| NTEGRATES THE TELECOMMUNI CATI ON SERVI CES | NTO A MOBI LE TELECOW
MUNI CATI ONS SERVI CE. RESELLER DOES NOT | NCLUDE A SERVI NG
CARRI ER

(1) "SERVI NG CARRI ER' MEANS A FACI LI Tl ES- BASED TELECOVMUNI -
CATI ONS SERVI CES PROVI DER THAT CONTRACTS W TH A HOVE SERVI CE PRO
VI DER FOR MOBI LE TELECOVMUNI CATI ONS SERVI CES TO A CUSTOVER QOUT-
SIDE OF THE HOVE SERVI CE PROVIDER S OR RESELLER S LI CENSED SERV-
| CE AREA.

Sec. 4. (1) The tax levied under this act does not apply to
the follow ng, subject to subsection (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, denobnstration purposes,
or lending or leasing to a public or parochial school offering a
course in autonobile driving except that a vehicle purchased by
the 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

S04180' 01 (S-1)
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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 followi ng schedule of 0 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 nerchandise transferred pursuant to a redenption offer to
a person |located outside this state or any packagi ng materi al,

ot her than pronotional nerchandi se, acquired for use in fulfill-
ing a redenption offer or rebate to a person |located outside this
state.

(d) Property that is brought into this state by a nonresi -
dent person for storage, use, or consunption while tenporarily
wWithin 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 already subjected
to a sales tax or use tax equal to, or in excess of, that inposed
by this act under the |law 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 consuner 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 |ocal governnental unit within a state in an

anount |l ess than the tax inposed by this act, this act shall

S04180' 01 (S-1)
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apply, but at a rate nmeasured by the difference between the rate
provided in this act and the rate by which the previous tax was
comput 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, poul-
try, or horticultural products for further growth. At the tine
of the transfer of that tangible personal property, the trans-
feree shall sign a statement, in a form approved by the depart-
ment, stating that the property is to be used or consuned in con-
nection with the production of horticultural or agricultural pro-
ducts as a business enterprise. The statenent shall be accepted
by the courts as prinma 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 drain-
age systemfor |and used in the production of agricultural pro-
ducts as a business enterprise and includes a portable grain bin,
whi ch means a structure that is used or is to be used to shelter
grain and that is designed to be disassenbl ed w thout significant
damage to its conmponent parts. This exenption does not include
transfers of food, fuel, clothing, or simlar tangible personal
property for personal living or human consunption. This exenp-
tion does not include tangi ble personal property permanently

af fi xed and becom ng a structural part of real estate.

S04180' 01 (S-1)
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(g) Property or services sold to the United States, an
uni ncor porated agency or instrunentality of the United States, an
i ncorporated 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 departnment 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 mai ntenance of children or aged persons, oper-
ated by an entity of governnent, a regularly organi zed church,
religious, or fraternal organization, a veterans' organization,
or a corporation incorporated under the laws of this state, if
not operated for profit, and if the incone or benefit fromthe
operation does not inure, in whole or in part, to an individual
or private shareholder, directly or indirectly, and if the activ-
ities of the entity or agency are carried on exclusively for the
benefit of the public at large and are not limted to the advan-
tage, interests, and benefits of its nenbers or a restricted
group. The tax levied does not apply to property or services
sold to a parent cooperative preschool. As used in this subdivi-
sion, "parent cooperative preschool"™ means a nonprofit, nondis-
crimnatory educational institution, nmaintained as a comunity
service and adm nistered 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,
that 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
licensed by the departnent of consuner and industry services pur-
suant to 1973 PA 116, MCL 722.111 to 722.128.

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

(i) Sales in which the property is used in activities that
are mainly conmercial enterprises.

(ii)) Sal es 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 conmercial use of registered ton-
nage of 500 tons or nore, if produced upon special order of the
pur chaser, 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 comrerce.

(k) Property purchased for use in this state where actua
personal possession is obtained outside this state, the purchase
price or actual value of which does not exceed $10.00 during 1
cal endar nont h.

() A newspaper or periodical classified under federal
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 consumed 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 ble personal property used or consuned in producing a
newspaper published 14 tinmes or | ess per year or a periodical
published 14 tines or |ess per year and that portion or percen-
tage of tangi ble personal property used or consuned in producing
an advertising supplenment 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 rmade before June 30,

1999. For purposes of this subdivision, tangi ble personal prop-
erty that beconmes 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 peri odi-
cal that is otherw 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 .

(m Property purchased by persons licensed to operate a com
mercial radio or television station if the property is used in
the origination or integration of the various sources of program
material for comrercial radio or television transm ssion. This

subdi vi si on does not include a vehicle licensed and titled for
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use on public highways or property used in the transmtting to or
receiving froman artificial satellite.

(n) A person who is a resident of this state who purchases
an autonobile in another state while in the mlitary service of
the United States and who pays a sales tax in the state where the
aut onobi |l e i s purchased.

(o) A vehicle for which a special registration is secured in
accordance with section 226(12) of the M chigan vehicle code,
1949 PA 300, MCL 257.226.

(p) A hearing aid, contact lenses if prescribed for a spe-
cific disease that precludes the use of eyegl asses, or any other
apparatus, device, or equipnent used to replace or substitute for
any part of the human body, or used to assist the disabled person
to lead a reasonably normal |ife when the tangi ble personal prop-
erty is purchased on a witten prescription or order issued by a
heal t h professional as defined by section 4 of fornmer 1974
PA 264, or section 3501 of the insurance code of 1956, 1956
PA 218, MCL 500. 3501, or eyegl asses prescribed or dispensed to
correct the person's vision by an ophthal nol ogi st, optonetri st,
or optician.

(q) Water when delivered through water mains or in bulk
tanks in quantities of not |ess than 500 gall ons.

(r) Avehicle not for resale used by a nonprofit corporation
organi zed exclusively to provide a community with anmbul ance or
fire departnent services.

(s) Tangi bl e personal property purchased and installed as a

conponent part of a water pollution control facility for which a
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tax exenption certificate is issued pursuant to part 37 of the
nat ural resources and environnmental 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 environnmental protection act,
1994 PA 451, MCL 324.5901 to 324.5908.

(t) Tangible real or personal property donated by a manufac-
turer, wholesaler, or retailer to an organization or entity
exenpt pursuant to subdivision (h) or (i) or section 4a(a) or (b)
of the general sales tax act, 1933 PA 167, MCL 205. 54a.

(u) The storage, use, or consunption by a donestic air car-
rier of an aircraft purchased after Decenber 31, 1992 but before
Cctober 1, 1996 for use solely in the transport of air cargo that
has a maxi numcertificated takeoff weight of at |east 12,500
pounds. For purposes of this subdivision, the term"donmestic air
carrier” is limted to entities engaged in the commercial trans-
port for hire of cargo or entities engaged in the comrerci al
transport of passengers as a business activity.

(v) The storage, use, or consunption by a donestic air car-
rier of an aircraft purchased after June 30, 1994 but before
Cctober 1, 1996 that is used solely in the regularly schedul ed
transport of passengers. For purposes of this subdivision, the
term"donestic air carrier” is limted to entities engaged in the
comercial transport for hire of cargo or entities engaged in the
comerci al transport of passengers as a business activity.

(w) The storage, use, or consunption by a donmestic air

carrier of an aircraft, other than an aircraft descri bed under
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subdivision (v), purchased after Decenber 31, 1994 but before
Cctober 1, 1996, that has a maximum certificated takeoff weight
of at least 12,500 pounds and that is designed to have a maxi mum
passenger seating configuration of nore than 30 seats and used
solely in the transport of passengers. For purposes of this sub-
division, the term"donestic air carrier" is limted to entities
engaged in the conmercial transport for hire of cargo or entities
engaged in the conmmercial transport of passengers as a business
activity.

(x) The storage, use, or consunption of an aircraft by a
donmestic air carrier after Septenber 30, 1996 for use solely in
the transport of air cargo, passengers, or a conbination of air
cargo and passengers, that has a maximumcertificated takeoff
wei ght of at |east 6,000 pounds. For purposes of this subdivi-
sion, the term"donestic air carrier” is limted to a person
engaged primarily in the comrercial transport for hire of air
cargo, passengers, or a conbination of air cargo and passengers
as a business activity. The state treasurer shall estimte on
January 1 each year the revenue lost by this act fromthe school
aid fund and deposit that anmpbunt into the school aid fund from
t he general fund.

(y) The storage, use, or consunption of an aircraft by a
person who purchases the aircraft for subsequent |ease to a
donmestic air carrier operating under a certificate issued by the
federal aviation adm nistration under 14 C. F. R PART 121, for use

solely in the regularly schedul ed transport of passengers.
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(z) Property or services sold to an organi zati on not
operated for profit and exenpt fromfederal inconme tax under
section 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, cul-
tural arts, charitable, or benevol ent organi zati on not operated
for profit that has been issued before June 13, 1994 an exenption
ruling letter to purchase itens exenpt fromtax signed by the
adm ni strator of the sales, use, and w thhol di ng taxes division
of the departnment. 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 ble personal property and sales of vehicles |icensed 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.

(aa) The use or consunption of services described in
section 3a(a) or (c) OR 3B by neans of a prepaid tel ephone call -
ing card, a prepaid authorization nunber for tel ephone use, or a
charge for internet access.

(bb) The purchase, |ease, use, or consunption of the foll ow
ing by an industrial laundry after Decenber 31, 1997:

(i) 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,

hangers, nanme tags, and identification tags.
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(i) Equi prent, whet her 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 frames, and
carts.

(iii) Machi nery, equi pnrent, parts, lubricants, and repair
services used to clean, process, and package textiles and rel ated
items, whether owned or | eased.

(iv) Utilities such as electric, gas, water, or oil.

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

(vi) Material handling equi pment including, but not limted
to, conveyors, racks, and elevators and related control
equi pnent .

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

(2) The property or services under subsection (1) are exenpt
only to the extent that the property or services are used for the
exenpt purposes if one is stated in subsection (1). The exenp-
tionis limted to the percentage of exenpt use to total use
determ ned by a reasonable formula or nethod approved by the
depart nment.

Sec. 49. (1) The tax levied under this act does not apply
to the purchase of machinery and equi pnment for use or consunption
in the rendition of any conbination of services, the use or con-
sunption of which is taxable under section 3a(a) or (c) OR 3B
except that this exenption is limted to the tangible personal

property | ocated on the prem ses of the subscriber and to central
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of fi ce equi pment or wireless equi pnent, directly used or consuned
in transmtting, receiving, or swtching, or in the nonitoring of
switching of a 2-way interactive communication. As used in this
subsection, central office equi pnment or wirel ess equi pnent does
not include distribution equipnent including cable or wire
facilities.

(2) Beginning April 1, 1999, the property under subsection
(1) is exenpt only to the extent that the property is used for
t he exenpt purposes stated in this section. There is an irrebut-
tabl e presunption that 90% of total use is for exenpt purposes.
This presunption is in effect until April 1, 2006, at which tine
the presunption shall be reviewed and redeterm ned by the depart-
ment of treasury using nonexenpt and exenpt user information for
the previous 12-nonth period. That redeterm ned irrebuttable
presunption shall be in effect for the followng 7 years. The
irrebuttabl e presunption shall be reviewed and redeterm ned every
7 years after April 1, 2006 and applied to the following 7
years.

Enacting section 1. This amendatory act does not take
effect unless all of the following bills of the 91st Legislature
are enacted into | aw

(a) Senate Bill No. 477.

(b) Senate Bill No. or House Bill No. (request
no. 06065' 01 *).
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