Taxation; tobacco; bad debt allowance by tobacco whol esal ers;
al | ow.

TAXATI ON:  Tobacco; TRADE: Tobacco

A bill to amend 1993 PA 327, entitled
"Tobacco products tax act,"
(MCL 205.421 to 205.436) by adding section 7b.
THE PEOPLE OF THE STATE OF M CHI GAN ENACT:
SEC. 7B. (1) BEG NNI NG JANUARY 1, 2003, A LI CENSEE MAY

DEDUCT THE AMOUNT OF BAD DEBTS FROM THE TAX LEVI ED UNDER
SECTION 7. THE AMOUNT DEDUCTED MUST BE CHARGED OFF AS UNCCLLECT-
| BLE ON THE BOOKS OF THE LI CENSEE. | F A PERSON PAYS ALL OR PART
OF A BAD DEBT W TH RESPECT TO WHI CH A LI CENSEE CLAI MED A DEDUC-
TI ON UNDER THI S SECTI ON, THE LI CENSEE SHALL BE LI ABLE FOR THE
AMOUNT OF TAXES DEDUCTED | N CONNECTI ON W TH THAT PORTI ON OF THE
DEBT FOR VWHI CH PAYMENT | S RECEI VED AND SHALL REM T THESE TAXES I N
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H S OR HER NEXT PAYMENT TO THE DEPARTMENT UNDER SECTI ON 7.
10 (2) ANY CLAIM FOR A BAD DEBT DEDUCTI ON UNDER THI S SECTI ON
11 SHALL BE SUPPORTED BY ALL OF THE FOLLOW NG
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(A) A COPY OF THE ORI G NAL | NvO CE.

(B) EVI DENCE THAT THE TOBACCO PRODUCTS DESCRI BED I N THE
| N\vVO CE WERE DELI VERED TO THE PERSON WHO ORDERED THEM

(© EVIDENCE THAT THE PERSON WHO ORDERED AND RECEI VED THE
TOBACCO PRODUCTS DI D NOT' PAY THE LI CENSEE FOR THE TOBACCO PRO-
DUCTS AND THAT THE LI CENSEE USED REASONABLE COLLECTI ON PRACTI CES
I N ATTEMPTI NG TO COLLECT THE DEBT.

(3) I'F THE LI CENSEE COVPLIES WTH THI S SECTI ON AND THE
DEPARTMENT DOES NOT OBJECT TO THE CLAIM FOR BAD DEBT W THI N 90
DAYS OF SUBM SSI ON, THE CLAIM IS CONSI DERED APPROVED.

(4) AS USED IN THI S SECTI ON, "BAD DEBT" MEANS THE TAXES
ATTRI BUTABLE TO ANY PORTI ON OF A DEBT THAT | S RELATED TO A SALE
OF TOBACCO PRODUCTS SUBJECT TO TAX UNDER SECTION 7 THAT 1S NOT
OTHERW SE DEDUCTI BLE OR EXCLUDABLE, THAT HAS BECOMVE WORTHLESS OR
UNCOLLECTI BLE I N THE TI ME PERI OD BETWEEN THE DATE WHEN TAXES
ACCRUE TO THE STATE FOR THE LI CENSEE' S PRECEDI NG 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 @ BLE TO BE
CLAI MED | F THE LI CENSEE KEPT ACCOUNTS ON AN ACCRUAL BASI S, AS A
DEDUCTI ON PURSUANT TO SECTI ON 166 OF THE | NTERNAL REVENUE CODE.
A BAD DEBT SHALL NOT | NCLUDE ANY | NTEREST ON THE WHOLESALE PRI CE
OF A TOBACCO PRODUCT, UNCCLLECTI BLE AMOUNTS ON PROPERTY THAT
REMAINS | N THE POSSESSI ON OF THE LI CENSEE UNTI L THE FULL PURCHASE
PRI CE | S PAI D, EXPENSES | NCURRED | N ATTEMPTI NG TO COLLECT ANY
ACCOUNT RECEI VABLE OR ANY PORTI ON OF THE DEBT RECOVERED, ANY
ACCOUNTS RECEI VABLE THAT HAVE BEEN SOLD TO A THI RD PARTY FOR
CCLLECTI ON, AND REPCSSESSED PROPERTY.
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