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MICHIGAN SALES AND USE TAX
Year End Review

GRAND RAPIDS, Ml — Wednesday, December 27, 2006 — The

big sales and use tax news in 2006 came from the courts as
two Court of Appeals decisions were rendered. Several
decisions will provide future guidance. However, audit activity
is up, creating issues that may be the subject of litigation in the
future. The attached PowerPoint presentation provides more

details.

Michigan Sales and Use Tax — 2006 In Review

1. PA 17 and PA 18 of 2006 provide exemptions in two
cases pertaining to a domestic air carrier.

2. PA 428 and PA 434 of 2006 eliminate delivery charges
for delivery of direct mail from both the sales tax and the
use tax base.

3. Internal Policy Directive 2005-3 Real Property
Contractors Acting as Retailers

4. Internal Policy Directive 2006-2 Taxability of over-the-
counter medications dispensed pursuant to a

prescription and paid for as provided by existing

Medicaid arrangements.

5. Daimler Chrysler Services of North America, LLC
Michigan Court of Appeals; July 25, 2006

6. Betten Auto Center, Inc.
Michigan Court of Appeals; August 1, 2006
Longranger Il Corp
Michigan Tax Tribunal; March 30, 2005

7. Continental Rentals, Inc.
Michigan Tax Tribunal; January 28, 2005

8. Florida Leasco, LLC
Michigan Tax Tribunal; August 23, 2005

9. Audit Issues
a. Real v Tangible Personal Property

b.
c.

Service v Tangible Personal Property

Certified Pollution Control Facility
i. Repair parts and maintenance supplies
ii. Consumable supplies

Sourcing Rules
i. Direct malil

Incidence of tax
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