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HOUSE BILL No. 5632
o

HOUSE BILL No. 5632

March 10, 2004, Introduced by Rep. Julian and referred to the Committee on Commerce.

A bill to anmend 1993 PA 327, entitled
"Tobacco products tax act,"”
by amendi ng sections 7 and 12 (MCL 205.427 and 205.432), as
anmended by 2002 PA 503.

THE PECPLE OF THE STATE OF M CHI GAN ENACT:

Sec. 7. (1) Beginning May 1, 1994, a tax is levied on the
sal e of tobacco products sold in this state as follows:

(a) Through July 31, 2002, for cigars, noncigarette snoking
t obacco, and snokel ess tobacco, 16% of the whol esale price.

(b) For cigarettes, 37.5 mlls per cigarette.

(c) Begi nning August 1, 2002, for cigarettes, in addition to
the tax levied in subdivision (b), an additional 15 mlls per
cigarette.

(d) Begi nning August 1, 2002, for cigarettes, in addition to

the tax levied in subdivisions (b) and (c), an additional 10
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mlls per cigarette.

(e) Begi nning Cctober 1, 2004, for cigarettes, in addition to
the tax levied in subdivisions (b), (c), and (d), an additional
37.5 mlls per cigarette.

(f) —e)— Begi nning August 1, 2002 and through Septenber 30,
2004, for cigars, noncigarette snoking tobacco, and snokel ess
t obacco, 20% of the whol esale price.

(g) Beginning Cctober 1, 2004, for cigars, noncigarette
snoki ng tobacco, and snokel ess tobacco, 32% of the whol esal e
price.

(2) On or before the twentieth day of each cal endar nonth,
every licensee under section 3 other than a retailer, secondary
whol esal er, unclassified acquirer |icensed as a manufacturer, or
vendi ng nachi ne operator shall file a return with the depart nment
stating the whol esale price of each tobacco product other than
cigarettes purchased, the quantity of cigarettes purchased, the
whol esal e price charged for all tobacco products other than
cigarettes sold, the nunmber of individual packages of cigarettes
and the nunber of cigarettes in those individual packages, and
t he nunber and denom nations of stanps affixed to individua
packages of cigarettes sold by the Iicensee for each place of
busi ness in the precedi ng cal endar nonth. The return shall also
i ncl ude the nunber and denomi nation of unaffixed stanps in the
possession of the licensee at the end of the precedi ng cal endar
nmont h. Whol esal ers shall also report accurate inventories of
cigarettes, both stanped and unstanped at the end of the

precedi ng cal endar nonth. Wol esal ers and uncl assified acquirers
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3
shall al so report accurate inventories of affixed and unaffi xed
stanps by denom nation at the begi nning and end of each cal endar
nmonth and all stanps acquired during the precedi ng cal endar
nonth. The return shall be signed under penalty of perjury. The
return shall be on a form prescri bed by the departnent and shal
contain or be acconpani ed by any further information the
depart ment requires.

(3) To cover the cost of expenses incurred in the
adm nistration of this act, at the tinme of the filing of the
return, the licensee shall pay to the departnent the tax |evied
in subsection (1) for tobacco products sold during the cal endar
nmont h covered by the return, |ess conpensation equal to both of
t he foll ow ng:

(a) One percent of the total amount of the tax due on tobacco
products sold other than cigarettes.

(b) Through July 31, 2002, 1.25%of the total anmpount of the
tax due on cigarettes sold.

(c) Begi nning August 1, 2002, 1.5%of the total amount of the
tax due on cigarettes sold.

(4) Every licensee and retailer who, on August 1, 2002, has
on hand for sale any cigarettes upon which a tax has been paid
pursuant to subsection (1)(b) shall file a conplete inventory of
t hose cigarettes before Septenber 1, 2002 and shall pay to the
departnent at the tinme of filing this inventory a tax equal to
the difference between the tax inposed in subsection (1)(b), (c),
and (d) and the tax that has been paid under subsection (1)(b).

Every licensee and retail er who, on August 1, 2002, has on hand
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4
for sale any cigars, noncigarette snmoking tobacco, or snokel ess

t obacco upon which a tax has been paid pursuant to subsection
(1)(a) shall file a conplete inventory of those cigars,

nonci garette snoki ng tobacco, and snokel ess tobacco before

Sept enber 1, 2002 and shall pay to the departnment at the tinme of
filing this inventory a tax equal to the difference between the
tax inmposed in subsection (BH{e)— (1)(f) and the tax that has
been pai d under subsection (1)(a).

(5) Every licensee and retailer who, on Cctober 1, 2004, has
on hand for sale any cigarettes upon which a tax has been paid
pursuant to subsection (1)(b), (c), and (d) shall file a conplete
inventory of those cigarettes before Novenber 1, 2004 and shal
pay to the departnent at the tine of filing this inventory a tax
equal to the difference between the tax inmposed in subsection
(1)(b), (c), (d), and (e) and the tax that has been paid under
subsection (1)(b), (c), and (d). Every licensee and retailer
who, on Cctober 1, 2004, has on hand for sale any cigars,
nonci garette snoki ng tobacco, or snokel ess tobacco upon which a
tax has been paid pursuant to subsection (1)(f) shall file a
conplete inventory of those cigars, noncigarette snoking tobacco,
and snokel ess tobacco before Novenber 1, 2004 and shall pay to
the departnment at the tine of filing this inventory a tax equa
to the difference between the tax inposed in subsection (1)(Q)
and the tax that has been paid under subsection (1)(f). The
proceeds derived under this subsection shall be credited to the
medi caid benefits trust fund created under section 5 of the

M chigan trust fund act, 2000 PA 489, MCL 12.255.
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(6) 5)— The departnment nmay require the paynent of the tax
i nposed by this act upon the inportation or acquisition of a
t obacco product. A tobacco product for which the tax under this
act has once been inposed and that has not been refunded if paid
is not subject upon a subsequent sale to the tax inposed by this
act .

(7) —6)— An abatenent or refund of the tax provided by this
act may be nade by the departnment for causes the departnent
consi ders expedient. The departnent shall certify the anmount and

the state treasurer shall pay that anount out of the proceeds of

t he tax.
(8) AH— A person liable for the tax may reinburse itself by
adding to the price of the tobacco products an anount equal to

the tax |levied under this act.

(9) —8)— A whol esal er, unclassified acquirer, or other
person shall not sell or transfer any unaffixed stanps acquired
by the whol esal er or unclassified acquirer fromthe departnent.
A whol esal er or unclassified acquirer who has any unaffi xed
stanps on hand at the tine its license is revoked or expires, or
at the tine it discontinues the business of selling cigarettes,
shall return those stanps to the departnment. The depart nent
shall refund the value of the stanps, |ess the appropriate
di scount paid.

(10) (99— If the whol esaler or unclassified acquirer has
unsal abl e packs returned froma retailer, secondary whol esal er,
vendi ng nachi ne operator, wholesaler, or unclassified acquirer

W th stanps affixed, the departnent shall refund the anount of
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6
the tax |l ess the appropriate discount paid. |f the whol esal er or
uncl assi fied acquirer has unaffixed unsal abl e stanps, the
departnent shall exchange with the whol esal er or uncl assified
acquirer new stanps in the same quantity as the unaffixed
unsal abl e stanps. An application for refund of the tax shall be
filed on a form prescribed by the departnment for that purpose,
within 4 years fromthe date the stanps were originally acquired
fromthe department. A whol esaler or unclassified acquirer shal
make avail able for inspection by the departnment the unused or
spoi l ed stanps and the stanps affixed to unsal abl e i ndivi dua
packages of cigarettes. The departnment may, at its own
di scretion, witness and certify the destruction of the unused or
spoi | ed stanps and unsal abl e i ndi vi dual packages of cigarettes
that are not returnable to the manufacturer. The whol esal er or
uncl assified acquirer shall provide certification fromthe
manuf acturer for any unsal abl e indi vidual packages of cigarettes
that are returned to the manufacturer.

(11) —36)— On or before the twentieth of each nonth, each
manuf acturer shall file a report with the departnent |isting al
sal es of tobacco products to whol esal ers and uncl assified
acquirers during the preceding cal endar nonth and any ot her
i nformati on the departnent finds necessary for the adm nistration
of this act. This report shall be in the formand manner
specified by the departnent.

(12) 33— Each whol esal er or unclassified acquirer shall
submt to the departnent an unstanped cigarette sales report on

or before the twentieth day of each nonth covering the sale,
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7
delivery, or distribution of unstanped cigarettes during the
precedi ng cal endar nonth to points outside of Mchigan. A
separate schedule shall be filed for each state, country, or
province into which shipnments are made. For purposes of the
report described in this subsection, "unstanped cigarettes" neans
i ndi vi dual packages of cigarettes that do not bear a M chigan
stanp. The departnment nmay provide the information contained in
this report to a proper officer of another state, country, or
province reciprocating in this privilege.

Sec. 12. (1) The proceeds derived fromthe paynent of
t axes, fees, and penalties provided for under this act and the
license fees received by the departnment shall be deposited with
the state treasurer and di sbursed only as provided in this
section and section 7(5).

(2) The tax inposed under section 7(1)(a) shall be disbursed
as follows:

(a) 94% of the proceeds shall be credited to the state schoo
aid fund established by section 11 of article I X of the state
constitution of 1963.

(b) 6% of the proceeds shall be credited to the healthy
M chi gan fund created under section 5953 of the public health
code, 1978 PA 368, MCL 333.5953.

(3) The tax inposed on cigarettes under section 7(1)(b) shal
be di shursed as foll ows:

(a) Beginning May 1, 1994 and through Septenber 30, 2004,
5.3% of the proceeds shall be credited to the health and safety
fund created in the health and safety fund act, 1987 PA 264,
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MCL 141.471 to 141.479.

(b) Begi nning Cctober 1, 2004, 6.5% of the proceeds shall be
credited to the health and safety fund created in the health and
safety fund act, 1987 PA 264, MCL 141.471 to 141.479.

(c) —b)}— Through Septenber 30, 2004, 25.3% of the proceeds
shall be credited to the general fund of this state.

(d) Begi nning Cctober 1, 2004, 24.1% of the proceeds shall be
credited to the general fund of this state.

(e) e)— 63.4%of the proceeds shall be credited to the
state school aid fund established by section 11 of article I X of
the state constitution of 1963.

(f) 6)— 6% of the proceeds shall be credited to the healthy
M chi gan fund created under section 5953 of the public health
code, 1978 PA 368, MCL 333.5953.

(4) Begi nning August 1, 2002, the tax inposed on cigarettes
under section 7(1)(c) shall be disbursed as foll ows:

(a) Through Septenber 30, 2004, 74.2% and begi nning Cct ober
1, 2004, 9.0% of the proceeds shall be credited to the general

fund of this state. —However—beginning—October—1,—2004and

(b) Through Septenber 30, 2004, 4.6% and begi nning Cctober
1, 2004, 56.3% of the proceeds shall be credited to the state
school aid fund established by section 11 of article I X of the

state constitution of 1963.
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(c) 6.0% of the proceeds shall be credited to the healthy
M chigan fund created under section 5953 of the public health
code, 1978 PA 368, MCL 333.5953.

(d) Through Septenber 30, 2004, 3.0% and begi nni ng Cct ober
1, 2004, 3.7%of the proceeds shall be paid to counties with a
2000 popul ation of nore than 2,000,000, to be used only for
i ndi gent health care.

(e) Through Septenber 30, 2004, 12.2% and begi nni ng Cct ober
1, 2004, 25.0% of the proceeds shall be credited to the nedicaid
benefits trust fund created under section 5 of the M chigan trust
fund act, 2000 PA 489, MCL 12.255.

(5) Begi nning August 1, 2002, the tax imnmposed under section
—HBHey— 7(1)(f) shall be disbursed as foll ows:

(a) 75.6% of the proceeds shall be credited to the state
school aid fund established by section 11 of article I X of the
state constitution of 1963.

(b) 6.0% of the proceeds shall be credited to the healthy
M chi gan fund created under section 5953 of the public health
code, 1978 PA 368, MCL 333.5953.

(c) 18.4% of the proceeds shall be credited to the general

fund of this state. —However—beginnihg—October—1,—2004—and

(6) Begi nning August 1, 2002, the tax inposed on cigarettes

under section 7(1)(d) shall be disbursed as foll ows:
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(a) 94.0% of the proceeds shall be credited to the state
school aid fund established by section 11 of article I X of the
state constitution of 1963.

(b) 6.0% of the proceeds shall be credited to the healthy
M chi gan fund created under section 5953 of the public health
code, 1978 PA 368, MCL 333.5953.

(7) Beginning Cctober 1, 2004, the tax inposed on cigarettes
under section 7(1)(e) shall be disbursed as foll ows:

(a) 9.4% of the proceeds shall be credited to the healthy
M chigan fund created under section 5953 of the public health
code, 1978 PA 368, MCL 333.5953.

(b) 90.6% shall be credited to the nedicaid benefits trust
fund created under section 5 of the Mchigan trust fund act, 2000
PA 489, MCL 12. 255.

(8) Begi nning Cctober 1, 2004, the tax inposed under section
7(1)(g) shall be disbursed as foll ows:

(a) 50.0% of the proceeds shall be credited to the state
school aid fund established by section 11 of article I X of the
state constitution of 1963.

(b) 6.0% of the proceeds shall be credited to the healthy
M chi gan fund created under section 5953 of the public health
code, 1978 PA 368, MCL 333.5953.

(c) 44.0% of the proceeds shall be credited to the general
fund of this state.

(9) A— The proceeds of the fees and penalties provided for

in this act shall be used for the admnistration of this act.
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