HB 4215, As Passed Senate, December 10, 1997

SENATE SUBSTITUTE FOR
HOUSE BILL NO. 4215

A bill to anmend 1993 PA 327, entitled
"Tobacco products tax act,"”
by anending the title and sections 2, 3, 5, 6, 7, 8, 9, and 12
(MCL 205. 422, 205.423, 205.425, 205.426, 205.427, 205.428,
205. 429, and 205.432), section 9 as anended by 1995 PA 118, and
by addi ng sections 5a, 5b, 6a, 6b, and 7a.

THE PEOPLE OF THE STATE OF MICHIGAN ENACT:
TI TLE

An act to provide for a tax upon the sale and distribution
of tobacco products; to regulate and |icense manufacturers,
whol esal ers, secondary whol esal ers, vendi ng machi ne operators,
uncl assified acquirers, transportation conpani es, transporters,
and retailers of tobacco products; to prescribe the powers and
duties of the revenue division and the departnent of treasury in
regard to tobacco products; to provide for the ADM N STRATI ON,
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collection, and disposition of the tax; to provide for the
enforcenent of this act; to provide for the appointnent of spe-
cial investigators as peace officers for the enforcenent of this
act; to prescribe penalties and provide renedies for the viola-
tion of this act; and to repeal —eertatn— acts and parts of acts.
—of—a——spectHecdate—

Sec. 2. As used in this act:

(a) "G garette" neans a roll for snoking made wholly or in
part of tobacco, irrespective of size or shape and irrespective
of the tobacco being flavored, adulterated, or m xed with any
ot her ingredient, which roll has a wapper or cover nade of paper
or any other material. G garette does not include cigars.

(b) "Conm ssioner” neans the revenue conm ssi oner.

(C) "COUNTERFEI T STAMP" MEANS ANY STAMP, LABEL, OR PRI NT,
| NDI Cl UM OR CHARACTER, THAT EVI DENCES, OR PURPORTS TO EVI DENCE,
THE PAYMENT OF ANY TAX LEVI ED UNDER THI S ACT AND THAT HAS NOT
BEEN PRI NTED, MANUFACTURED, OR MADE BY AUTHORI TY OF THE DEPART-
MENT AS PROVIDED IN THIS ACT AND HAS NOT BEEN | SSUED, SOLD, OR
Cl RCULATED BY THE DEPARTMENT.

(D) —€e)y— "Departnent” neans the departnment of treasury.

(E) "FINANCI ALLY SOUND' MEANS A DETERM NATI ON BY THE DEPART-
MENT THAT THE WHOLESALER OR UNCLASSI FI ED ACQUI RER | S ABLE TO PAY
FOR I TS STAMPS I N THE ORDI NARY COURSE OF BUSI NESS BASED ON CRI -
TERI A | NCLUDI NG, BUT NOT LIMTED TO, ALL OF THE FOLLOW NG

(1) PAST FI LI NG AND PAYMENT HI STORY W TH THE DEPARTMENT.

(11) QUTSTANDI NG LI ABI LI TI ES.
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(111) REVI EW OF CURRENT FI NANCI AL STATEMENTS | NCLUDI NG, BUT
NOT LIM TED TO, BALANCE SHEETS AND | NCOVE STATEMENTS.

(1v) DURATI ON THAT THE WHOLESALER OR UNCLASSI FI ED ACQUI RER
HAS BEEN LI CENSED UNDER THI S ACT.

(F) "I ND VI DUAL PACKAGE" MEANS AN | NDI VI DUAL PACKET OR PACK
USED TO CONTAIN OR TO CONVEY Cl GARETTES TO THE CONSUMER
| NDI VI DUAL PACKAGE DOES NOT | NCLUDE CARTONS, CASES, OR SHI PPI NG
OR STORAGE CONTAI NERS THAT CONTAI N SMALLER PACKAGQ NG UNI TS OF
Cl GARETTES.

(G —&)— "Licensee" neans a person |licensed under this
act .

(H —e)— "Manufacturer” neans a person who manufactures or
produces a tobacco product.

(I') H— "Noncigarette snoki ng tobacco" neans tobacco sold
in loose or bulk formthat is intended for consunption by snoking
AND | NCLUDES ROLL- YOUR- OAWN Cl GARETTE TOBACCO.

(J) —€e)— "Person"” nmeans an individual, partnership, fidu-
ciary, association, LIMTED LIABILITY CO/PANY, corporation, or
other legal entity.

(K) —h)— "Place of business" neans a pl ace where a tobacco
product is sold or where a tobacco product is brought or kept for
t he purpose of sale or consunption, including a vessel, airplane,
train, or vending nmachi ne.

() )— "Retailer"” neans a person other than a transporta-
tion conpany who operates a place of business for the purpose of

maki ng sal es of a tobacco product at retail.
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(M —)— "Sale" neans a transaction by which the ownership
of tangible personal property is transferred for consideration
and applies also to use, gifts, exchanges, barter, and theft.

(N) —)— "Secondary whol esal er” neans a person who sells a
t obacco product for resale, who purchases a tobacco product from
a whol esal er OR UNCLASSI FI ED ACQUI RER | i censed under this act,
and who mai ntains an established place of business in this state
VWHERE A SUBSTANTI AL PORTI ON OF THE BUSI NESS | S THE SALE OF
TOBACCO PRODUCTS AND RELATED MERCHANDI SE AT WHOLESALE, AND WHERE
AT ALL TIMES A SUBSTANTI AL STOCK OF TOBACCO PRCODUCTS AND RELATED
MERCHANDI SE | S AVAI LABLE TO RETAI LERS FOR RESALE.

(O —B— "Snokel ess tobacco" neans snuff, chew ng tobacco,
and any ot her tobacco that is intended to be consuned by neans
ot her than snoki ng.

(P) "STAMP'" MEANS A DI STI NCTI VE CHARACTER, | NDI CATI ON, OR
MARK, AS DETERM NED BY THE DEPARTMENT, ATTACHED OR AFFI XED TO AN
| NDI VI DUAL PACKAGE OF Cl GARETTES BY MECHANI CAL DEVI CE OR OTHER
MEANS AUTHORI ZED BY THE DEPARTNMENT TO | NDI CATE THAT THE TAX
| MPOSED UNDER THI S ACT HAS BEEN PAI D.

(Q "STAMPI NG AGENT" MEANS A WHOLESALER OR UNCLASSI FI ED
ACQUI RER OTHER THAN A MANUFACTURER WHO IS LI CENSED AND AUTHORI ZED
BY THE DEPARTMENT TO AFFI X STAMPS TO | NDI VI DUAL PACKAGES OF Cl GA-
RETTES ON BEHALF OF THEMSELVES AND OTHER WHOLESALERS OR UNCLASSI -
FI ED ACQUI RERS OTHER THAN MANUFACTURERS.

(R) —m— "Tobacco product” neans cigarettes, cigars, non-

ci garette snoking tobacco, or snokel ess tobacco.
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(S) —rm)— "Transportation conpany” nmeans a person operating,
or supplying to common carriers, cars, boats, or other vehicles
for the transportation or accommodati on of passengers and engaged
in the sale of a tobacco product at retail.

(T) €e)— "Transporter"™ means a person inporting or trans-
porting into this state, or transporting in this state, a tobacco
product obtained froma source |ocated outside this state, or
fromany person not duly licensed under this act. Transporter
does not include an interstate commerce carrier licensed by the
interstate comerce conm ssion to carry commodities in interstate
commerce, or a licensee maintaining a warehouse or place of busi-
ness outside of this state if the warehouse or place of business
is licensed under this act.

(U —p)— "Unclassified acquirer” neans a person, except a
transportation conpany or a purchaser at retail froma retailer
licensed under the general sales tax act, —Aet—No—167+of—the
PubtHe—Acts—of—1933,—beirng—sect+ons—205-51+to0205-+8of—+the
M-ehi-gan—Conpited—taws— 1933 PA 167, MCL 205.51 TO 205.78, who
inports or acquires a tobacco product froma source other than a
whol esal er or secondary whol esal er |icensed under this act for
use, sale, or distribution. UNCLASSIFIED ACQUI RER ALSO MEANS A
PERSON WHO RECEI VES Cl GARS, NONCI GARETTE SMOKI NG TOBACCO, OR
SMOKELESS TOBACCO DI RECTLY FROM A MANUFACTURER LI CENSED UNDER
TH S ACT OR FROM ANOTHER SOURCE QUTSI DE THI S STATE, WH CH SOURCE
'S NOT LI CENSED UNDER THI' S ACT. AN UNCLASSI FI ED ACQUI RER DOES
NOT | NCLUDE A WHOLESALER.
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(V) —€e— "Vendi ng machi ne operator” nmeans a person who
operates 1 or nore vending machi nes for the sale of a tobacco
product and who purchases a tobacco product from a manufacturer,
I i censed whol esal er, or secondary whol esal er.

(W —r)— "Wholesale price" neans the actual price paid for
a tobacco product, including any tax, by a whol esal er OR UNCLAS-
SI FI ED ACQUI RER t o a manufacturer, excluding any di scounts or
reducti ons.

(X) —€s)— "Wol esal er” neans a person who purchases all or
part of his or her tobacco products froma manufacturer, who
sells 75% or nore of those tobacco products to others for resale,
and who mai ntai ns an established business where substantially al
of the business is the sale of tobacco products or cigarettes and
rel ated nmerchandi se at whol esal e and where at all tinmes a sub-
stantial stock of tobacco products and rel ated nerchandi se is
available to retailers for resale. Wolesaler includes a chain
of stores retailing a tobacco product to the consuner if 75% of
its stock of tobacco products is purchased directly fromthe
manuf act ur er.

Sec. 3. (1) Beginning May 1, 1994, a person shall not pur-
chase, possess, acquire for resale, or sell a tobacco product as
a manufacturer, whol esal er, secondary whol esal er, vendi ng machi ne
operator, unclassified acquirer, transportation conpany, or
transporter in this state unless licensed to do so. A LICENSE
GRANTED UNDER THI S ACT | S NOT ASSI GNABLE.

(2) Upon proper application and the paynment of the
applicable fee, AND SUBJECT TO SUBSECTI ON (6), the departnent
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shall issue a license to each manufacturer, whol esal er, secondary
whol esal er, vendi ng machi ne operator, unclassified acquirer,
transportati on conpany, or transporter. The application shall be
on a formprescribed by the departnent and si gned under penalty
of perjury. Except for transportation conpanies, each place of
busi ness shall be separately licensed. |If a person acts in nore
than 1 capacity at any 1 place of business, a license shall be
procured for each capacity. Each machine for vendi ng tobacco
products shall be considered a place of retail business. Each
|icense or a duplicate copy shall be prom nently displayed on the
prem ses covered by the license. 1In the case of vending
machi nes, a disc or marker furnished by the departnent showing it
to be licensed shall be attached to the FRONT OF THE machine IN A
PLACE CLEARLY VI SI BLE TO THE PUBLI C.

(3) The fees for licenses shall be the foll ow ng:

—{ta—Amanufacturer—s—t+Hcense—$166-06—

(A) —b)y— A wholesaler's license, $100. 00.

(B) —te)— A secondary whol esaler's |icense, $25.00.

(C© —eh— A license for vending machi ne operators, $25.00.
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(D) —h)— An unclassified acquirer's license, —a—stm

FOLLOWNS

(i) STATE OF M CHI GAN, NO FEE.

(11) RETAIL I MPORTER OF TOBACCO PRODUCTS OTHER THAN ClI GA-
RETTES, $10. 00.

(1i1) RETAIL I MPORTER OF Cl GARETTES, $100. 00.

(1v) VENDI NG MACHI NE OPERATOR BUYI NG DI RECT FROM A MANUFAC-
TURER, $100. 00.

(v) MANUFACTURER, $100. 00.

(vi) ANY OTHER | MPORTER, $100. 00.

(E) ()— A transportation conpany's |icense, $5.00.

(F) (— A transporter's license, $50.00.

(4) I'f a manufacturer, whol esal er, secondary whol esal er, or
vendi ng machi ne operator maintains nore than 1 place of business,
the fee for each additional place of business shall be 1/4 of the
fee otherw se prescribed in subsection (3). A fee, or a part of
a fee, shall not be refunded by reason of relinquishnent, suspen-
sion, or revocation of the license, or, except under order of a
court of conpetent jurisdiction, for any other reason or cause.

(5) A person shall not possess a machine for vendi ng tobacco
products for a period in excess of 72 hours unless there is a
di sc or marker attached as provided by this section. This
requi renent does not apply to a machine not containing a tobacco
product. |[If a person possesses a vending machi ne containing a
t obacco product that is not properly licensed or identified as

required by this section, the departnent may seal or seize the
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machi ne, together with the tobacco products contained in the
machi ne. The provisions of section 9 govern the seizure and sub-
sequent disposition of a machine or tobacco product seized.

(6) APPLI CATI ONS FROM PERSONS APPLYI NG FOR AN | NI Tl AL
LI CENSE UNDER THI S ACT SHALL BE
é:CCgIYII:_)A'I}IhEDFCB]YLaA/\}r ,\E;‘FACT ORY PROOF, AS DETERM NED BY THE DEPARTMENT,

(A) THE APPLI CANT' S FI NANCI AL RESPONSI BI LI TY, | NCLUDI NG BUT
NOT LIM TED TGO, SATI SFACTORY PROOF OF A M NI MUM NET WORTH OF
$25, 000. 00.

(B) THAT THE APPLI CANT OWNS, OR HAS AN EXECUTED LEASE FOR, A
SECURE NONRESI DENTI AL FACI LI TY FOR THE PURPOSE OF RECEI VI NG AND
B RERTLAC,S! SEETIES MBCONUT NG LT3, 8U5 1SS | £ T APeL canT
APPLI CANT CARRI ES ON ANOTHER BUSI NESS | N CONJUNCTI ON W TH THE
SECURE NONRESI DENTI AL FACI LI TY, THE OTHER BUSI NESS SHALL ALSO BE
| DENTI FI ED.

(© UNI TED STATES CITI ZENSH P OR ELIG BILITY TO OBTAI N
EMPLOYMENT W THI N THE UNI TED STATES |F NOT A CITIZEN. | F THE
APPLI CANT |'S NOT AN | NDI VI DUAL, THE CONTROLLI NG SHAREHOLDERS,
PARTNERS, DI RECTORS, AND PRI NCI PAL OFFI CERS SHALL BE UNI TED
STATES CI TI ZENS OR ELI G BLE TO OBTAIN EMPLOYMENT W THI N THE
UNI TED STATES | F NOT A CI Tl ZEN.

(7) —6)— THE DEPARTMENT MAY REQUI RE AN APPLI CANT WHO I S
PURCHASI NG THE BUSI NESS OF A LI CENSEE TO FILE A COPY OF THE CON-
TRACT OF SALE AND ANY RELATED DOCUMENTS W TH | TS APPLI CATI ON. The
departnent may require a |licensee under this section to furnish a
surety bond with a surety conpany authorized to do business in

this state in an anmount the departnment may fix, conditioned upon
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t he paynent of the tax provided by this act. The departnent may
al so require a licensee under this section to file a financial
statenent with the departnent show ng all assets and liabilities
and any other information the departnent may prescribe, to be
filed within 30 days after the date requested. |IF THERE IS A
CHANGE OF MORE THAN 50% OF OAMNERSHI P OR CONTROL OR A CHANGE I N
THE GENERAL PARTNERSHI P OF A LI CENSEE, THE DEPARTMENT MAY REQUI RE
THAT LI CENSEE TO FI LE A NEW APPLI CATI ON FOR A LI CENSE OR AN
UPDATED FI NANCI AL STATEMENT.

Sec. 5. (1) The departnent nmay suspend, revoke, or refuse
to issue or renew a license issued under this act for failure to
conply with this act or for any other good cause. A person whose
license is suspended, revoked, or not renewed shall not ACT AS A
STAMPI NG AGENT OR ACQUI RE A STAMP FROM THE DEPARTMENT OR ANY
OTHER PERSQN, OR sell a tobacco product during the period of sus-
pensi on or revocation, or until the |license is renewed.

(2) IF A PERSON WHO | S A MANUFACTURER, WHOLESALER, OR
UNCLASSI FI ED ACQUI RER LI CENSED UNDER THI' S ACT IS CONVI CTED OF A
FELONY UNDER ANY PROVI SION OF THI S ACT, THE DEPARTMENT SHALL
REVOKE ANY LI CENSE | SSUED UNDER THI S ACT TO THAT PERSON.

(3) BEFORE THE DEPARTMENT SUSPENDS, REVOKES, OR REFUSES TO
RENEW A LI CENSE UNDER THI S ACT, THE DEPARTMENT SHALL NOTI FY THE
PERSON OF I TS I NTENT TO HOLD A HEARI NG BEFORE A REPRESENTATI VE OF
THE COWM SSI ONER FOR PURPOSES OF DETERM NI NG WHETHER TO SUSPEND,
REVOKE, OR REFUSE TO RENEW A LI CENSE AT LEAST 14 DAYS BEFORE THE
SCHEDULED HEARI NG DATE.
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(4) A person aggrieved by the suspension, revocation, or
refusal to issue or renew a |icense may apply to the revenue
division of the departnent for a hearing within 20 days after
notice of the suspension, revocation, or refusal to issue or
renew the license. A hearing —ant—deetston— shall be had in the
sanme manner provided in section —9— 21 OF 1941 PA 122, MCL
205.21. THE DECI SION I N CASE OF SUSPENSI ON, REVOCATI ON, OR
REFUSAL TO RENEW SHALL BE | SSUED W THI N 45 DAYS OF RECEI PT OF THE
REQUEST FOR HEARI NG

SEC. 5A. THE DEPARTMENT SHALL PROCURE STAMPS AS NEEDED | N
THE VARI OQUS DESI GNS, DENOM NATI ONS, AND FORVMS NECESSARY AS DETER-
M NED BY THE DEPARTMENT. THE DEPARTMENT SHALL PAY FOR THE STAMPS.

SEC. 5B. THE DEPARTMENT SHALL ADVI SE ALL STAMPI NG AGENTS OF
ALL PERSONS LI CENSED UNDER THI S ACT AND ANY MANUFACTURER, WHOLE-
SALER, SECONDARY WHOLESALER, UNCLASSI FI ED ACQUI RER, OR OTHER
PERSON WHOSE LI CENSE | S SUSPENDED, REVCOKED, OR NOT RENEWED UNDER
THI S ACT. THE DEPARTMENT SHALL ADVI SE ALL STAMPI NG AGENTS OF ANY
PERSON WHOSE LI CENSE | S REI NSTATED. A STAMPI NG AGENT SHALL NOT
DI SCLOSE LI CENSI NG | NFORMATI ON PROVI DED TO THE AGENT BY THE
DEPARTMENT. THE DEPARTMENT MAY DI SCLOSE WHETHER A PERSON HOLDS A
LI CENSE UNDER THI S ACT.

Sec. 6. (1) —BegnanngMay—31—31994—a— A manufacturer,
whol esal er, secondary whol esal er, vendi ng machi ne operator,
transportation conpany, unclassified acquirer, or retailer shal
keep a conplete and accurate record of each tobacco product

manuf act ured, purchased, or otherw se acquired. Except for a
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manuf acturer, the records shall include a witten statenent
cont ai ning the nane and address of both the seller and the pur-
chaser, the date of delivery, the quantity, the trade nane or
brand, and the price paid for each tobacco product purchased. A
| i censee shal | keep as part of the records a true
copy of all purchase orders, invoices, bills of |ading, and other
witten matter substantiating the purchase or acquisition of each
t obacco product AT THE LOCATI ON WHERE THE TOBACCO PRODUCT | S
STORED OR OFFERED FOR SALE. A RETAILER SHALL KEEP AS PART OF THE
RECORDS A TRUE COPY OF ALL PURCHASE ORDERS, | NvVA CES, BILLS OF
LADI NG AND OTHER WRI TTEN MATTER SUBSTANTI ATI NG THE PURCHASE OR
ACQUI SI TI ON OF EACH TOBACCO PRODUCT AT THE LOCATI ON WHERE THE
TOBACCO PRODUCT |'S OFFERED FOR SALE FOR A PERI CD OF 4 MONTHS FROM
THE DATE OF PURCHASE OR ACQUI SI TI ON. THE DEPARTMENT MAY, BY

A VI NG PRI OR WRI TTEN APPROVAL, AUTHORI ZE A PERSON LI CENSED UNDER
THI'S ACT OR A RETAI LER TO MAI NTAIN RECORDS | N A MANNER OTHER THAN
THAT REQUI RED BY THI S SUBSECTION. O her records shall be kept by
t hese persons as the departnent reasonably prescribes.

(2) —Begihantng—ivay—1—1994—a— A manufacturer, whol esal er,
UNCLASSI FI ED ACQUI RER, and secondary whol esal er shall deliver
with each sal e or consignnment of a tobacco product a witten
statenent containing the nane or trade nane and address of both
the seller and the purchaser, the date of delivery, the quantity,
and the trade nane or brand of the tobacco product, correctly
itemzing the prices paid for each brand purchased, and shal

retain a duplicate of each statenent.
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(3) —Beginantng—vay—31—1994—a— A vendi ng nmachi ne oper at or
shal |l keep a detailed record of each vendi ng machi ne owned for
the sale of tobacco products showi ng the | ocation of the nmachine,
the date of placing the machine on the |ocation, the quantity of
each tobacco product placed in the machine, the date when pl aced
there, and the anmount of the comm ssion paid or earned on sal es
t hrough the vendi ng machine. Wen filling or refilling the vend-
i ng machi ne, the operator shall deliver to the owner or tenant
occupyi ng the prem ses where the machine is |located a witten
statenment containing his or her owmm nane and address, the nane
and address of the owner or the tenant, the date when the nmachi ne
was filled, and the quantity of each brand of tobacco product
sold fromthe machi ne since the date when tobacco products were
| ast placed in the nmachine. A person in possession of prem ses
where a vending machine is |ocated shall keep a record of each
t obacco product sold through the vendi ng nachine | ocated on the
prem ses and the anount of conm ssion paid by the person operat-
ing the vending machine. The records shall consist of witten
statenents required to be given by each person operating a vend-
ing machine for the sale of tobacco products as provided in this
section.

(4) —Beginanng—May—31—3994—a— A |licensee under this act
shall not issue or accept a witten statenent or invoice that is
known to the licensee to contain a statenent or om ssion that
falsely indicates the nanme of the custoner, the type, TRADE NAME,
OR BRAND of nerchandi se, THE QUANTI TY OF EACH TYPE, TRADE NAME
OR BRAND OF MERCHANDI SE, the prices, the discounts, THE DATE OF

01962' 97 (S-1)
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THE TRANSACTI ON, or the ternms of sale. A person shall not use a
devi ce or gane of chance to aid, pronote, or induce sales or pur-
chases of a tobacco product, or give a tobacco product in connec-
tion with a device or gane of chance.

(5) -Beginantng—ivay—1—1994—aH— ALL statenents and ot her
records required by this section shall be in a formprescribed by
the departnent and shall be preserved for a period of 4 years and
offered for inspection at any tinme upon oral or witten demand by
the departnent or its authorized agent BY EVERY WHOLESALER, SEC
ONDARY WHOLESALER, VENDI NG MACHI NE OPERATOR, UNCLASSI FI ED ACQUI R-
ER, AND RETAI LER

(6) —Begihantng—vay—1—31994,—++— |F a tobacco product OTHER
THAN Cl GARETTES is received or acquired wwthin this state by a
whol esal er, secondary whol esal er, vendi ng machi ne operator,
uncl assified acquirer, or retailer, each original manufacturer's
shi ppi ng case shall bear the name and address of the person
maki ng the first purchase or any other markings the departnent
prescribes. |If a tobacco product OTHER THAN Cl GARETTES i s found
in a place of business or otherwise in the possession of a whol e-
sal er, secondary whol esal er, vendi ng nachi ne operator, uncl assi-
fied acquirer, transporter, or retailer w thout proper markings
on the shipping case, box, or container of the tobacco product
—ant— OR | F AN | NDI VI DUAL PACKAGE OF Cl GARETTES IS FOUND W THOUT
A STAMP AFFI XED AS PROVI DED UNDER THI'S ACT OR | F A TOBACCO PRO-
DUCT | S FOUND wi t hout proper substantiation by invoices or other
records as required by this section, the presunption shall be

that the tobacco product is kept in violation of this act. If a
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t obacco product is shipped outside the state, the |icensee
shi ppi ng the tobacco product shall cause to be placed on every
shi ppi ng case or other container in which the tobacco product is
shi pped the nane and address of the consignee OR PURCHASER t o
whom t he shi pnent is made outside of the state. The departnent
may require reports froma conmon carrier who transports a
tobacco product to a point within this state from anot her person
who, under contract, transports a tobacco product, or froma
bonded war ehouseperson or bailee who has in his or her possession
a tobacco product. A carrier, bailee, warehouseperson, or other
person shall permt the I NSPECTI ON OF THE TOBACCO PRODUCTS AND
exam nation by the departnment or its duly authorized agent of any
records relating to the shipnent of a tobacco product into, from
or within the state.

(7) —BegrrantngMay—31—1994,—a— A transporter OR OTHER
LI CENSEE transporting, possessing, or acquiring for the purpose
of transporting a tobacco product upon a public highway, road, or
street of this state shall have in his or her actual possession
invoices or bills of |ading containing the name and address of
both the seller and the purchaser, the date of delivery, the nane
and address of the transporter, the quantity and trade name or
brand of each tobacco product, the price paid for each trade nane
or brand in the transporter's possession or custody, and the
license as prescribed under this act.

(8) —Begrrantng—May—31—1994,—a— A transporter desiring to
possess or acquire for transportation or transport a tobacco

product upon a hi ghway, road, or street of this state shal
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obtain a permt fromthe departnment authorizing the transporter
to possess or acquire for transportation or transport tobacco
products and shall have the permit in his or her possession while
the tobacco product is in his or her possession. This permt
shal |l be obtained for each | oad being transported and shall con-
tain a statenent setting forth the nane and address of the pur-
chaser, seller, and transporter, the |license nunber of the pur-
chaser, the date of the delivery of the tobacco product or date
of inportation into this state, the route to be followed if a
t obacco product is being transported froman out-of-state source,
and any other information the departnent requires. The depart-
ment shall provide a permt on a formprescribed by it upon the
application of a transporter with the remttance of a fee of
$1.00. |If a transporter transports a tobacco product into this
state, the transporter shall stop at the nearest state police
post within this state on the route authorized by the permt and
di scl ose the tobacco products in his or her possession and the
papers required by this section to be in his or her possession.
SEC. 6A. (1) BEG NNI NG APRIL 15, 1998, A WHOLESALER OR
UNCLASSI FI ED ACQUI RER OTHER THAN A MANUFACTURER MAY APPLY TO THE
DEPARTMENT FOR STAMPS TO AFFI X AS PROVIDED IN TH S ACT. THE
DEPARTMENT MAY PRESCRI BE THE METHOD OF SHI PMENT OF THE STAMPS.
THE DEPARTMENT SHALL KEEP A RECORD OF ALL STAMPS DI SBURSED, NAME
OF WHOLESALER OR UNCLASSI FI ED ACQUI RER, AND DATE OF
DI SBURSEMENT. THE DEPARTMENT MAY RELEASE THE | DENTITY OF THE
VWHOLESALER OR UNCLASSI FI ED ACQUI RER TO WHOM SPECI FI C STAMPS WERE
DI SBURSED TO STATE OR LOCAL POLI CE AGENCI ES.
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(2) BEG NNI NG MAY 1, 1998, BEFORE DELI VERY, SALE, OR
TRANSFER TO ANY PERSON IN THI S STATE, A WHOLESALER OR AN UNCLAS-
SI FI ED ACQUI RER SHALL PLACE OR CAUSE TO BE PLACED ON THE BOTTOM
OF EACH | NDI VI DUAL PACKACE OF Cl GARETTES TO BE SOLD WTHI N TH' S
STATE A STAMP PROVI DED BY THE DEPARTMENT. STAMPS SHALL BE FI RMLY
AFFI XED I N SUCH A MANNER THAT THE STAMPS CANNOT BE REMOVED W TH-
QUT BEI NG MUTI LATED OR DESTROYED. A STAMP SHALL BE AFFI XED TO
EACH | NDI VI DUAL PACKAGE | N AN AGGREGATE DENOM NATI ON EQUAL TO THE
AMOUNT OF THE TAX UPON THE CONTENTS OF THE | NDI VI DUAL PACKAGE OF
Cl GARETTES. A STAWP | S CONSI DERED AFFI XED | F MORE THAN 50% OF
THE STAMP IS AFFI XED TO THE | NDI VI DUAL PACKAGE, AS DETERM NED BY
THE DEPARTMENT.

(3) BEG NNI NG MAY 1, 1998, A RETAILER OR PERSON LI CENSED
UNDER THI S ACT, OTHER THAN A WHOLESALER OR UNCLASSI FI ED ACQUI RER
OR A PERSON ACTI NG AS A TRANSPORTER FOR A WHOLESALER OR UNCLASSI -
FI ED ACQUI RER, SHALL NOT ACQUI RE FOR RESALE AN | NDI VI DUAL PACKAGE
OF Cl GARETTES OR A Cl GARETTE FROM AN | NDI VI DUAL PACKAGE UNLESS
THAT | NDI VI DUAL PACKAGE OF Cl GARETTES HAS AFFI XED TO I T A STAWP
AS PROVIDED IN TH S ACT.

(4) BEG NNI NG SEPTEMBER 1, 1998, A RETAILER OR VENDI NG
MACHI NE OPERATOR SHALL NOT SELL OR OFFER FOR SALE AN | NDI VI DUAL
PACKAGE OF Cl GARETTES TO THE GENERAL PUBLI C THAT DCES NOT HAVE
AFFI XED THE STAWMP REQUI RED BY THI S ACT. BEG NNI NG SEPTEMBER 1,
1998, Cl GARETTES W THOUT STAMPS MAY NOT BE PLACED OR STORED IN A
VENDI NG MACHI NE.

(5) THE DEPARTMENT OR | TS AUTHORI ZED AGENTS MAY | NSPECT OR
CONDUCT AN | NVENTORY OF A WHOLESALER S OR UNCLASSI FI ED ACQUI RER' S
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STOCK OF Cl GARETTES, TOBACCO PRODUCTS OTHER THAN Cl GARETTES, AND
STAVPS DURI NG REGULAR BUSI NESS HOURS AND | NSPECT THE RELATED
STATEMENTS AND OTHER RECORDS REQUI RED I N SECTI ON 6.

(6) THE DEPARTMENT OR | TS AUTHORI ZED AGENTS MAY | NSPECT THE
OPERATI ONS OF A SECONDARY WHOLESALER, VENDI NG MACHI NE OPERATOR,
OR RETAI LER, OR THE CONTENTS OF A SPECI FI C VENDI NG MACHI NE,

DURI NG REGULAR BUSI NESS HOURS. THI' S | NSPECTI ON SHALL | NCLUDE

| NSPECTI ON OF ALL STATEMENTS AND OTHER RECORDS REQUI RED BY
SECTION 6 OF TH S ACT, OF PACKACES OF Cl GARETTES AND TOBACCO PRO-
DUCTS OTHER THAN Cl GARETTES, AND OF THE CONTENTS OF CARTONS AND
SHI PPI NG OR STORAGE CONTAI NERS TO ASCERTAI N THAT ALL | NDI VI DUAL
PACKAGES OF Cl GARETTES HAVE AN AFFI XED STAVP OF PROPER DENOM NA-
TION AS REQUI RED BY THIS ACT. TH' S | NSPECTI ON MAY ALSO VERI FY
THAT ALL THE STAMPS WERE PRODUCED UNDER THE AUTHORI TY OF THE
DEPARTMENT.

(7) A PERSON SHALL NOT PREVENT OR HI NDER THE DEPARTMENT OR
| TS AUTHORI ZED AGENTS FROM MAKI NG A FULL | NSPECTI ON OF ANY PLACE
OR VENDI NG MACHI NE WHERE Cl GARETTES OR TOBACCO PRODUCTS OTHER
THAN Cl GARETTES SUBJECT TO THE TAX UNDER THI S ACT ARE SCLD OR
STORED, OR PREVENT OR HI NDER THE FULL | NSPECTI ON OF | NvVO CES,
BOOKS, RECCRDS, OR OTHER PAPERS REQUI RED TO BE KEPT BY THI S ACT.

(8) THE DEPARTMENT MAY REQUI RE WHOLESALERS AND UNCLASSI FI ED
ACQUI RERS TO EXCHANGE UNAFFI XED STAMPS W TH THE DEPARTMENT AS THE
DEPARTMENT CONSI DERS NECESSARY. THE DEPARTMENT MAY REQUI RE
WHOLESALERS, UNCLASSI FI ED ACQUI RERS, SECONDARY VWHOLESALERS, VEND-
| NG MACHI NE OPERATORS AND RETAI LERS TO DI SCONTI NUE OFFERI NG FOR
SALE ANY UNSOLD | NDI VI DUAL PACKAGES OF Cl GARETTES BEARI NG A PRI OR
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VERSI ON OF THE STAMP THAT THE DEPARTMENT HAS W THDRAWN FROM

Cl RCULATI ON. THE DEPARTMENT MAY SET A REASONABLE TI MELI NE AFTER
VWH CH THE PRI OR VERSI ON OF THE STAMP MAY NO LONCGER BE OFFERED FOR
SALE AND THE NEW VERSI ON OF THE STAMP | S REQUI RED. A SECONDARY
WHOLESALER, RETAI LER, OR VENDI NG MACH NE OPERATOR MAY RETURN Cl G
ARETTE PACKAGES BEARI NG DI SCONTI NUED STAMPS TO A VWHOLESALER FOR
CREDI T. A WHOLESALER OR UNCLASSI FI ED ACQUI RER MAY TAKE CREDI T ON
| TS TAX RETURNS FOR | NDI VI DUAL PACKAGES OF Cl GARETTES BEARI NG

DI SCONTI NUED STAMPS THAT ARE RETURNED TO THE MANUFACTURER FOR
CREDI T LESS THE APPROPRI ATE DI SCOUNT PAI D.

(9) EXCEPT AS PROVI DED I N SUBSECTI ON (10), A WHOLESALER OR
UNCLASSI FI ED ACQUI RER SHALL NOT G VE, SELL, OR LEND ANY UNAFFI XED
STAMPS TO ANOTHER PERSON AND EXCEPT AS OTHERW SE PROVIDED IN TH' S
ACT, A PERSON SHALL NOT ACCEPT, PURCHASE, OR BORROW ANY UNAFFI XED
STAMPS FROM ANOTHER PERSON.

(10) UPON WRI TTEN AUTHCRI ZATI ON OF THE DEPARTMENT, A WHOLE-
SALER OR UNCLASSI FI ED ACQUI RER LI CENSED UNDER THI S ACT MNAY
APPO NT A STAVPI NG AGENT TO AFFI X STAMPS TO | NDI VI DUAL PACKACES
OF Cl GARETTES.

SEC. 6B. (1) BEG NNING APRI L 15, 1998, A WHOLESALER OR
UNCLASSI FI ED ACQUI RER MAY OBTAI N STAMPS FROM THE DEPARTMENT AND
SHALL REM T THE UNPAI D BALANCE OF THE TAX AT THE TI ME OF FI LI NG
THE RETURN PROVI DED I N SECTI ON 7 AT A DI SCOUNT FROM THE FACE
AMOUNT OF THE STAMPS AS PROVIDED IN SECTION 7(3). | F THE DEPART-
VENT DETERM NES THAT A VWHOLESALER OR UNCLASSI FI ED ACQUI RER IS NOT
FI NANCI ALLY SOUND, THE DEPARTMENT SHALL | SSUE STAMPS ONLY IF 1 OF
THE FOLLOW NG | S MET:
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(A) ON THE FI LI NG WTH THE DEPARTMENT OF A BOND OR OTHER
SECURI TY AS DETERM NED BY THE DEPARTMENT IN AN AMOUNT TO BE
DETERM NED BY THE DEPARTIMENT.

(B) THE DEPARTMENT REQUI RES RETURNS AND PAYMENTS TO BE MADE
MORE FREQUENTLY THAN PROVI DED I N SECTI ON 7.

(C THE DEPARTMENT REQUI RES THE WHOLESALER OR UNCLASSI FI ED
ACQUI RER TO PAY FOR THE STAMPS AT THE TI ME OF OBTAI NI NG THEM
LESS A DI SCOUNT FROM THE FACE AMOUNT OF THE STAMPS EQUAL TO THE
DI SCOUNT PROVI DED | N SECTI ON 7(3).

(2) THE DEPARTMENT SHALL NOT | SSUE ANY STAMPS TO A VWHOLE-
SALER OR UNCLASSI FI ED ACQUI RER WHO | S DELI NQUENT I N PAYI NG THE
TAX UNDER THI S ACT.

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

(a) For cigars, noncigarette snoking tobacco, and snokel ess
t obacco, 16% of the whol esal e pri ce.

(b) For cigarettes, —+fthe—satestax—+steviedat—arate—of
4%6-under—the—general—sales—tax—act—Act—No—1674of —the Pubtte
Aets—of—1933,—betnrg—secttons—205- 51t 205-+8-of—theMechigan
Cotrptted—taws,—26— 37.5 mlls per cigarette.

o . T I e 1 evied :

(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, UNCLASSI FI ED ACQUI RER LI CENSED AS A MANUFACTURER, or
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vendi ng machi ne operator shall file a return with the departnent
stating the —amount— WHOLESALE PRI CE of each tobacco product
—sotd—and—speetfying— OTHER THAN Cl GARETTES PURCHASED, THE QUAN-
TITY OF Cl GARETTES PURCHASED, the whol esal e price charged for al
t obacco products OTHER THAN Cl GARETTES SOLD, THE NUMBER OF | NDI -
VI DUAL PACKAGES OF Cl GARETTES AND THE NUMBER OF Cl GARETTES I N
THOSE | NDI VI DUAL PACKAGES, AND THE NUMBER AND DENOM NATI ONS OF
STAMPS AFFI XED TO | NDI VI DUAL PACKAGES OF Cl GARETTES sol d by the
i censee for each place of business in the precedi ng cal endar
month. THE RETURN SHALL ALSO | NCLUDE THE NUVMBER AND DENOM NATI ON
OF UNAFFI XED STAMPS I N THE POSSESSI ON OF THE LI CENSEE AT THE END
OF THE PRECEDI NG CALENDAR MONTH. WHOLESALERS SHALL ALSO REPORT
ACCURATE | NVENTORI ES OF Cl GARETTES, BOTH STAMPED AND UNSTAMPED AT
THE END OF THE PRECEDI NG CALENDAR MONTH. WHOLESALERS AND UNCLAS-
SI FI ED ACQUI RERS SHALL ALSO REPORT ACCURATE | NVENTORI ES OF
AFFI XED AND UNAFFI XED STAMPS BY DENOM NATI ON AT THE BEG NNI NG AND
END OF EACH CALENDAR MONTH AND ALL STAMPS ACQUI RED DURI NG THE
PRECEDI NG CALENDAR MONTH. The return shall be signed under pen-
alty of perjury. The return shall be on a form prescribed by the
departnent and shall contain or be acconpani ed by any further
informati on the departnent requires.

(3) —At— TO COVER THE COST OF EXPENSES | NCURRED I N THE
ADM NI STRATION OF THIS ACT, AT the time 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
mont h covered by the return, |ess conpensation equal to —1% BOTH
OF THE FOLLOW NG
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(A) ONE PERCENT of the total anmount of the tax due —te—cover
the—eost—of—expenses—ineurred—+n—the—admnrstrat+on—of—thirs—aet—
ON TOBACCO PRODUCTS SOLD OTHER THAN ClI GARETTES.

(B) ONE AND ONE- FOURTH PERCENT OF THE TOTAL AMOUNT OF THE
TAX DUE ON Cl GARETTES SOLD.

(4) Every licensee and retailer who, on May 1, 1994, has on
hand for sale any cigarettes acquired after February 1, 1994 upon
whi ch a tax has been paid pursuant to —Aet—No—265—©of—thePubH<¢

: e . . . . oy ki
Cotrptted—taws,— FORMER 1947 PA 265 shall file a conplete inven-
tory of those cigarettes before June 1, 1994 and shall pay to the
departnment at the time of filing this inventory a tax equal to
the difference between the tax inposed in subsection (1) and the
tax that has been paid pursuant to —Aet—No—265—ofthePubtie
Aets—of—1947— FORMER 1947 PA 265.

(5) The departnent may 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
i's not subject upon a subsequent sale to the tax inposed by this
act .

(6) An abatenent or refund of the tax provided by this act
may be made by the departnent for causes the departnent considers
expedient. The departnent shall certify the amount and the state

treasurer shall pay that anpunt out of the proceeds of the tax.

01962' 97 (S-1)



© 00 N o 0o b~ W DN P

NN N NDNNNDNRRRRR R R R B R
N o o b~ WON P O O 0N oA WDN PP O

HB 4215, As Passed Senate, December 10, 1997
House Bill No. 4215 23

(7) A person liable for the tax may rei nburse itself by
adding to the price of the tobacco products an anmount equal to
the tax |l evied under this act.

(8) A WHOLESALER, UNCLASSI FI ED ACQUI RER, OR OTHER PERSON
SHALL NOT SELL OR TRANSFER ANY UNAFFI XED STAMPS ACQUI RED BY THE
VWHOLESALER OR UNCLASSI FI ED ACQUI RER FROM THE DEPARTMENT. A
VWHOLESALER OR UNCLASSI FI ED ACQUI RER WHO HAS ANY UNAFFI XED STAMPS
ON HAND AT THE TIME I TS LICENSE | S REVOKED OR EXPI RES, OR AT THE
TIME | T DI SCONTI NUES THE BUSI NESS OF SELLI NG Cl GARETTES, SHALL
RETURN THOSE STAMPS TO THE DEPARTMENT. THE DEPARTMENT SHALL
REFUND THE VALUE OF THE STAMPS, LESS THE APPROPRI ATE DI SCOUNT
PAI D.

(9) I'F THE WHOLESALER OR UNCLASSI FI ED ACQUI RER HAS UNSALABLE
PACKS RETURNED FROM A RETAI LER, SECONDARY WHOLESALER, VENDI NG
MACHI NE OPERATOR, WHOLESALER, OR UNCLASSI FI ED ACQUI RER W TH
STAMPS AFFI XED, THE DEPARTMENT SHALL REFUND THE AMOUNT OF THE TAX
LESS THE APPROPRI ATE DI SCOUNT PAID. | F THE WHOLESALER OR UNCLAS-
SI FI ED ACQUI RER HAS UNAFFI XED UNSALABLE STAMPS, THE DEPARTMENT
SHALL EXCHANGE W TH THE WHOLESALER OR UNCLASSI FI ED ACQUI RER NEW
STAMPS | N THE SAME QUANTI TY AS THE UNAFFI XED UNSALABLE STAMPS.

AN APPLI CATI ON FOR REFUND OF THE TAX SHALL BE FILED ON A FORM
PRESCRI BED BY THE DEPARTMENT FOR THAT PURPOSE, W THI N 4 YEARS
FROM THE DATE THE STAMPS WERE ORI G NALLY ACQUI RED FROM THE
DEPARTMENT. A WHOLESALER OR UNCLASSI FI ED ACQUI RER SHALL MAKE
AVAI LABLE FOR | NSPECTI ON BY THE DEPARTMENT THE UNUSED OR SPO LED
STAMPS AND THE STAMPS AFFI XED TO UNSALABLE | NDI VI DUAL PACKAGES OF
Cl GARETTES. THE DEPARTMENT MAY, AT ITS OMN DI SCRETI ON, W TNESS
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AND CERTI FY THE DESTRUCTI ON OF THE UNUSED OR SPO LED STAMPS AND
UNSALABLE | NDI VI DUAL PACKAGES OF Cl GARETTES THAT ARE NOT RETURN-
ABLE TO THE MANUFACTURER. THE WHOLESALER OR UNCLASSI FI ED

ACQUI RER SHALL PROVI DE CERTI FI CATI ON FROM THE MANUFACTURER FOR
ANY UNSALABLE | NDI VI DUAL PACKAGES OF Cl GARETTES THAT ARE RETURNED
TO THE MANUFACTURER.

(10) ON OR BEFORE THE TVEENTI ETH OF EACH MONTH, EACH MANUFAC-
TURER SHALL FILE A REPORT W TH THE DEPARTMENT LI STI NG ALL SALES
OF TOBACCO PRODUCTS TO WHOLESALERS AND UNCLASSI FI ED ACQUI RERS
DURI NG THE PRECEDI NG CALENDAR MONTH AND ANY OTHER | NFORVATI ON THE
DEPARTMENT FI NDS NECESSARY FOR THE ADM NI STRATION OF THI S ACT.

THI S REPORT SHALL BE IN THE FORM AND MANNER SPECI FI ED BY THE
DEPARTIMENT.

(11) EACH WHOLESALER OR UNCLASSI FI ED ACQUI RER SHALL SUBM T
TO THE DEPARTMENT AN UNSTAMPED Cl GARETTE SALES REPORT ON OR
BEFORE THE TVEENTI ETH DAY OF EACH MONTH COVERI NG THE SALE, DELI V-
ERY, OR DI STRI BUTI ON OF UNSTAMPED Cl GARETTES DURI NG THE PRECEDI NG
CALENDAR MONTH TO PO NTS QUTSI DE OF M CH GAN. A SEPARATE SCHED-
ULE SHALL BE FI LED FOR EACH STATE, COUNTRY, OR PROVI NCE | NTO
VWH CH SHI PMENTS ARE MADE. FOR PURPOSES OF THE REPORT DESCRI BED
IN THI S SUBSECTI ON, " UNSTAMPED Cl GARETTES" MEANS | NDI VI DUAL PACK-
AGES OF Cl GARETTES THAT DO NOT' BEAR A M CHI GAN STAMP. THE
DEPARTIMENT NMAY PROVI DE THE | NFORMATI ON CONTAI NED I N THI S REPORT
TO A PROPER OFFI CER OF ANOTHER STATE, COUNTRY, OR PROVI NCE RECI P-
ROCATING IN TH S PRI VI LEGE.
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SEC. 7A. I T IS THE INTENT OF TH S ACT TO | MPCSE THE TAX
LEVI ED UNDER THI S ACT UPON THE CONSUMER OF THE TOBACCO PRODUCTS
BY REQUI RI NG THE CONSUMER TO PAY THE TAX AT THE SPECI FI ED RATE.

Sec. 8. (1) —BeginaningMay—31—1994—a— A person, other than
a licensee, who is in control or in possession of a tobacco pro-
duct contrary to this act, WHO AFTER AUGUST 31, 1998 IS I N CO\N
TRCOL OR I N POSSESSI ON OF AN | NDI VI DUAL PACKAGE OF Cl GARETTES
W THOUT A STAMP I N VIOLATION OF THIS ACT, or who offers to sell
or does sell a tobacco product to another for purposes of resale
w t hout being licensed to do so under this act, —shatHt—be—econstd—
eret—to—havepossesston—of—that—tobaceoproduct—as—an—unctassi—
Hed—acgurrer—and— shall be personally liable for the tax inposed
by this act, plus a penalty of 100% of the ampunt of tax due
under this act.

(2) THE COWM SSI ONER OF REVENUE MAY PERM T A REPRESENTATI VE
OF A LI CENSED MANUFACTURER OF TOBACCO PRODUCTS WHOSE DUTI ES
REQUI RE TRAVEL IN THI S STATE TO TRANSPORT UP TO 138, 000 Cl GA-
RETTES, OF WHI CH NOT MORE THAN 36, 000 Cl GARETTES MAY BEAR NO TAX
INDICI A OR THE TAX I NDI CI A OF ANOTHER STATE. ALL 138, 000 Cl GA-
RETTES MUST BEAR THE STAMP APPROVED BY THE DEPARTMENT OR THE TAX
| NDI CIl A OF ANOTHER STATE, | F ANY. THE TOTAL VALUE OF TOBACCO
PRODUCTS, EXCLUDI NG Cl GARETTES, CARRI ED BY A REPRESENTATI VE SHALL
NOT EXCEED A WHOLESALE VALUE OF $5, 000.00. A MANUFACTURER SHALL
NOTI FY THE DEPARTMENT OF THE MANUFACTURER S REPRESENTATI VES THAT
| T CURRENTLY EMPLOYS WHO CARRY Cl GARETTES OR TOBACCO PRODUCTS
OTHER THAN Cl GARETTES | N PERFORM NG WORK DUTIES IN THI S STATE.
THE MANUFACTURER SHALL MAI NTAI N A RECORD OF EACH TRANSACTI ON BY
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THE MANUFACTURER S REPRESENTATI VE FOR A PERI OD OF 4 YEARS

| MMEDI ATELY FOLLOW NG THE TRANSACTI ON AND SHALL PRODUCE THE
RECORDS UPON REQUEST OF THE COWM SSI ONER OR THE COWM SSI ONER' S
AUTHORI ZED AGENT. EACH RECORD SHALL | DENTI FY THE QUANTI TY AND

| DENTI TY OF THE TOBACCO PRODUCTS, DETAIL WHETHER EXCHANGED,

RECEI VED, REMOVED, OR OTHERW SE DI SPOSED OF AND THE | DENTI TY OF
THE RETAI LER, WHOLESALER, SECONDARY WHOLESALER, VENDI NG MACHI NE
OPERATOR, OR UNCLASSI FI ED ACQUI RER | NVOLVED. THE REPRESENTATI VE
OF THE MANUFACTURER SHALL PROVI DE A COPY OF THE RECORD TO THE
RETAI LER, WHOLESALER, SECONDARY WHOLESALER, VENDI NG MACHI NE OPER-
ATOR, OR UNCLASSI FI ED ACQUI RER AT THE TI ME OF THE EXCHANGE OR

DI SPCSAL. THE RETAI LER, WHOLESALER, SECONDARY WHOLESALER, VEND-
| NG MACHI NE OPERATOR, OR UNCLASSI FI ED ACQUI RER SHALL RETAI N THE
COPY OF THE RECORD I N THE SAME PLACE AND FOR THE SAME TI ME PERI CD
AS OTHER RECORDS REQUI RED BY THI S SECTI ON. A REPRESENTATI VE
SHALL NOT EXCHANGE, OR OTHERW SE DI SPOSE OF, WTHIN THI S STATE
TOBACCO PRODUCTS BEARI NG THE TAX | NDI CIl A OF ANOTHER STATE OR
RECEI VE TOBACCO PRCODUCTS BEARI NG THE TAX I NDI CI A OF ANOTHER STATE
FROM RETAI LERS LOCATED WTHIN THI S STATE. A REPRESENTATI VE WHO
SELLS, EXCHANGES, OR OTHERW SE DI SPOSES OF Cl GARETTES OR TOBACCO
PRODUCTS OTHER THAN Cl GARETTES THAT DO NOT BEAR THE STAMP OR
OTHER MARKI NG REQUI RED BY THE DEPARTMENT OR SELLS, EXCHANGES, OR
OTHERW SE DI SPOSES OF Cl GARETTES OR TOBACCO PRODUCTS OTHER THAN
Cl GARETTES BEARI NG THE TAX | NDI Cl A OF ANOTHER STATE IS GUILTY OF
A FELONY, PUNI SHABLE BY A FINE OF NOT MORE THAN $5, 000. 00 OR

| MPRI SONMENT FOR NOT' MORE THAN 5 YEARS, OR BOTH.
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(3) 2)— A person who possesses, acquires, transports, or
offers for sale contrary to this act 3,000 OR MORE Cl GARETTES OR
t obacco products —whese— OTHER THAN Cl GARETTES W TH AN AGGREGATE
whol esal e price —+s5—$56-66— OF $250.00 or nore is guilty of a
fel ony, punishable by a fine of not nore than —$5-6066-066—
$50, 000. 00 or inprisonnent for not nore than 5 years, or both.

(4) A PERSON WHO POSSESSES, ACQUI RES, TRANSPORTS, OR OFFERS
FOR SALE CONTRARY TO THI S ACT 1,200 OR MORE, BUT NOT MORE THAN
2,999, Cl GARETTES OR TOBACCO PRODUCTS OTHER THAN Cl GARETTES W TH
AN AGCGREGATE WHOLESALE VALUE OF $100. 00 OR MORE BUT LESS THAN
$250. 00, IS GULTY OF A M SDEMEANCOR PUNI SHABLE BY A FI NE OF NOT
MORE THAN $5, 000. 00 OR | MPRI SONVENT OF NOT MORE THAN 1 YEAR, OR
BOTH.

(5) —3)Begtmming—May—31—31994,—a— A person who violates a
provision of this act for which a crimnal punishnment is not oth-
erwi se provided is guilty of a m sdeneanor, punishable by a fine
of not nore than $1, 000.00 or inprisonnment for not nore than 1
year, or both.

(6) A PERSON WHO MANUFACTURES, POSSESSES, OR USES A STAMP OR
MANUFACTURES, POSSESSES, OR USES A COUNTERFEI T STAMP OR WRI TI NG
OR DEVI CE | NTENDED TO REPLI CATE A STAMP W THOUT AUTHORI ZATI ON OF
THE DEPARTMENT, OR A LI CENSEE WHO PURCHASES OR OBTAINS A STAMP
FROM ANY PERSON OTHER THAN THE DEPARTMENT, IS GUILTY OF A FELONY
AND SHALL BE PUNI SHED BY | MPRI SONMENT FOR NOT LESS THAN 1 YEAR OR
MORE THAN 10 YEARS AND MAY BE PUNI SHED BY A FI NE OF NOT MORE THAN
$50, 000. 00.
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(7) A PERSON WHO FALSELY MAKES, COUNTERFEI TS, OR ALTERS A
LI CENSE, VENDI NG MACHI NE DI SC, OR MARKER, OR WHO PURCHASES OR
RECEI VES A FALSE OR ALTERED LI CENSE, VENDI NG MACHI NE DI SC, OR
MARKER, OR WHO ASSI STS I N OR CAUSES TO BE MADE A FALSE OR ALTERED
LI CENSE, VENDI NG MACHI NE DI SC, OR MARKER, OR WHO POSSESSES A
DEVI CE USED TO FORCGE, ALTER, OR COUNTERFEI T A LI CENSE, VENDI NG
MACHI NE DI SC, OR MARKER IS GUILTY OF A FELONY PUNI SHABLE BY A
FI NE OF NOT MORE THAN $5, 000. 00 OR | MPRI SONMENT FOR NOT MORE THAN
5 YEARS, OR BOTH. A PERSON WHO ALTERS OR FALSI FI ES RECORDS OR
MARKI NGS REQUI RED UNDER THI' S ACT IS GUILTY OF A FELONY PUN SHABLE
BY A FINE OF NOT MORE THAN $5, 000. 00 OR | MPRI SONMENT FOR NOT MORE
THAN 5 YEARS, OR BOTH

(8) —(4)— The attorney general has concurrent power with the

prosecuting attorneys of the state to enforce this act.

(9) —5— At the request of the departnment or its duly
aut hori zed agent, the state police and all |ocal police authori-
ties shall enforce the provisions of this act.

Sec. 9. (1) A tobacco product held, owned, possessed,
transported, or in control of a person in violation of this act,
and a vendi ng machi ne, vehicle, and other tangible personal prop-
erty containing a tobacco product in violation of this act AND
ANY RELATED BOOKS AND RECORDS are contraband and may be sei zed
and confiscated by the departnent as provided in this section.

(2) If an authorized inspector of the departnment or a police
of ficer has reasonabl e cause to believe and does believe that a
t obacco product is being acquired, possessed, transported, kept,

sold, or offered for sale in violation of this act for which the
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penalty is a felony, the inspector or police officer may

i nvestigate or search the vehicle of transportation in which the
t obacco product is believed to be located. |If a tobacco product
is found in —the— A vehicle SEARCHED UNDER THI S SUBSECTION OR I N
A PLACE OF BUSI NESS | NSPECTED UNDER THI S ACT, the tobacco pro-
duct, vendi ng machi ne, vehicle, or other tangi ble personal prop-
erty containing those tobacco products and any books and records
i n possession of the person in control or possession of the

t obacco product may be seized by the inspector or police officer
and are subject to forfeiture as contraband as provided in this
section.

(3) As soon as possible, but not nore than 5 busi ness days
after seizure of any alleged contraband, the person nmaking the
sei zure shall deliver personally or by registered mail to the
| ast known address of the person fromwhomthe seizure was nade,
if known, an inventory statenent of the property seized. A copy
of the inventory statenment shall also be filed with the
comm ssioner. The inventory statenent shall also contain a
notice to the effect that unless demand for hearing as provided
inthis section is made within 10 busi ness days, the designated
property is forfeited to the state. |If the person fromwhomthe
sei zure was made is not known, the person making the seizure
shal | cause a copy of the inventory statenent, together with the
notice provided for in this subsection, to be published at |east
3 times in a newspaper of general circulation in the county where
the seizure was made. Wthin 10 business days after the date of

service of the inventory statenent, or in the case of
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publication, within 10 busi ness days after the date of | ast
publication, the person fromwhomthe property was seized or any
person claimng an interest in the property may by registered
mai |, facsimle transm ssion, or personal service file with the
comm ssioner a demand for a hearing before the conmm ssioner or a
person designated by the comm ssioner for a determnation as to
whet her the property was |lawfully subject to seizure and
forfeiture. The person shall verify a request for hearing filed
by facsimle transm ssion by also providing a copy of the origi-
nal request for hearing by registered mail or personal service.
The person or persons are entitled to appear before the depart-
ment, to be represented by counsel, and to present testinony and
argunent. Upon receipt of a request for hearing, the departnent
shall hold the hearing within 15 business days. The hearing is
not a contested case proceeding and is not subject to the adm n-
istrative procedures act of 1969, —-Act—No—306—o6f—thePublie-~Aets

avade In o ala o O 1N Vi ) P /] O P N o \ A a O -

taws— 1969 PA 306, MCL 24.201 TO 24.328. After the hearing, the
departnent shall render its decision in witing within 10 busi -
ness days of the hearing and, by order, shall either declare the
sei zed property subject to seizure and forfeiture, or declare the
property returnable in whole or in part to the person entitled to
possession. If, wthin 10 business days after the date of serv-
ice of the inventory statenment, the person from whomthe property
was seized or any person claimng an interest in the property
does not file with the conm ssioner a demand for a hearing before

the departnent, the property seized shall be considered forfeited
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to the state by operation of |aw and may be di sposed of by the
departnent as provided in this section. |[If, after a hearing
before the conm ssioner or person designated by the conm ssi oner,
the departnent determ nes that the property is lawfully subject
to seizure and forfeiture and the person from whomthe property
was seized or any persons claimng an interest in the property do
not take an appeal to the circuit court of the county in which
the seizure was made within the tine prescribed in this section
the property seized shall be considered forfeited to the state by
operation of |aw and may be di sposed of by the departnent as pro-
vided in this section.

(4) If a person is aggrieved by the decision of the depart-
ment, that person may appeal to the circuit court of the county
where the seizure was made to obtain a judicial determ nation of
the | awful ness of the seizure and forfeiture. The action shal
be comenced within 20 days after notice of the departnent's
determ nation is sent to the person or persons claimng an inter-
est in the seized property. The court shall hear the action and
determ ne the issues of fact and | aw i nvolved in accordance with
rul es of practice and procedure as in other in rem proceedi ngs.
If a judicial determ nation of the | awful ness of the seizure and
forfeiture cannot be nade before deterioration of any of the
property seized, the court shall order the sale of the property
with public notice as determined by the court and require the
proceeds to be deposited with the court until the | awful ness of

the seizure and forfeiture is finally adjudicated.
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(5) The departnment may sell a tobacco product or other
property forfeited pursuant to this section at public sale.
Public notice of the sale shall be given at |east 5 days before
the day of sale. THE DEPARTMENT NMAY PAY AN AMOUNT NOT TO EXCEED
25% OF THE PROCEEDS OF THE SALE TO THE LOCAL GOVERNVENTAL UNI T
VWHOSE LAW ENFORCEMENT AGENCY PERFORMED THE SEI ZURE. The BALANCE
OF THE proceeds derived fromthe sale by the departnent shall be
credited to the general fund of the state.

(6) The seizure and sal e of a tobacco product or other prop-

erty under this section does not relieve a person froma fine,
i nprisonnment, or other penalty for violation of this act.

(7) A person who is not an enpl oyee or officer of this state
or a political subdivision of this state who furnishes to the
departnment or to any | aw enforcenent agency original information
concerning a violation of this act, which information results in
the collection and recovery of any tax or penalty or |eads to the
forfeiture of any cigarettes, or other property, may be awarded
and paid by the state treasurer upon the certification of the
comm ssi oner, conpensation of not nore than 10% of the net anount
received fromthe sale of any forfeited cigarettes or other prop-
erty, but not to exceed $5,000.00 which shall be paid out of the
receipts fromthe sale of the property. |F ANY AMOUNT | S | SSUED
TO THE LOCAL GOVERNMENTAL UNI T UNDER SUBSECTI ON (5), THE AMOUNT
AWARDED UNDER THI S SUBSECTI ON TO A PERSON WHO PROVI DES ORI G NAL
| NFORVATI ON THAT RESULTS I N A SEI ZURE OF Cl GARETTES OR OTHER
PROPERTY BY A LOCAL LAW ENFORCEMENT ACGENCY SHALL BE PAI D FROM
THAT AMOUNT | SSUED UNDER SUBSECTION (5). If in the opinion of the

01962' 97 (S-1)



© 00 N o 0o b~ W DN P

N N NN NNDNRRERRRR R R R R
o 00~ WON P O © 0N O O WN L O

HB 4215, As Passed Senate, December 10, 1997
House Bill No. 4215 33

attorney general, the comm ssioner, and the director of the
departnent of state police it is deened necessary to preserve the
identity of the person furnishing the information, the attorney
general, the comm ssioner, and the director of the departnent of
state police shall file with the state treasurer an affidavit
setting forth that necessity and a warrant may be issued jointly
to the attorney general, the comm ssioner, and the director of
the departnent of state police. Upon paynent to the person fur-
ni shing that information, the attorney general, the conm ssioner,
and the director of the departnent of state police shall file
wWth the state treasurer an affidavit that the noney has been by

thempaid to the person entitled to the noney under this

secti on.
(8) BEG NNI NG SEPTEMBER 1, 1998, |IF A RETAI LER POSSESSES OR
SELLS Cl GARETTES ON WHI CH THE TAX | MPOSED UNDER THI S ACT HAS NOT

BEEN PAI D OR ACCRUED TO A WHOLESALER, SECONDARY WHOLESALER, OR
UNCLASSI FI ED ACQUI RER LI CENSED UNDER THI S ACT, THE RETAI LER SHALL
BE PROHI BI TED FROM PURCHASI NG POSSESSI NG OR SELLI NG ANY Cl GA-
RETTES OR OTHER TOBACCO PRODUCTS AS FOLLOWSE:

(A) FOR A FIRST VI OLATI ON, FOR A PERI OD OF NOT MORE THAN 6
MONTHS.

(B) FOR A SECOND VI OLATION WTHIN A PERIOD OF 5 YEARS, FOR A
PERI CD OF AT LEAST 6 MONTHS AND NOT MORE THAN 36 MONTHS.

(O FOR A THI RD OR SUBSEQUENT VI OLATION WTHI N A PERI OD OF 5
YEARS, FOR A PERI OD OF AT LEAST 1 YEAR AND NOT' MORE THAN 5
YEARS.

01962' 97 (S-1)



© 00 N o 0o b~ W DN P

NN N NDNNNDNRRRRR R R R B R
N o o b~ WON P O O 0N oA WDN PP O

HB 4215, As Passed Senate, December 10, 1997

House Bill No. 4215 34

(9) THE PROCHI BI TI ON DESCRI BED | N SUBSECTI ON (8) SHALL BE
EFFECTI VE UPON SERVI CE BY CERTI FI ED MAI L OR PERSONAL SERVI CE ON
THE RETAI LER OF NOTI CE | SSUED BY THE DEPARTMENT ORDERI NG THE
RETAI LER TO CEASE ALL SALES AND PURCHASES OF Cl GARETTES AND OTHER
TOBACCO PRODUCTS. UPON RECEI PT OF THI' S NOTI CE, THE RETAI LER NMAY
RETURN ANY TOBACCO PRODUCTS I N THE POSSESSI ON OF THE RETAI LER
UPON WH CH THE TAX | MPOSED BY THI S ACT HAS BEEN PAI D OR ACCRUED
TO A VWHOLESALER, SECONDARY VWHCOLESALER, OR UNCLASSI FI ED ACQUI RER
LI CENSED UNDER THI S ACT. THE DEPARTMENT SHALL NOTI FY ALL
LI CENSED WHOLESALERS, MANUFACTURERS, SECONDARY WHOLESALERS, VEND-
| NG MACHI NE OPERATCORS, AND UNCLASSI FI ED ACQUI RERS OF ANY RETAI LER
WHO HAS BEEN PROHI Bl TED FROM PURCHASI NG Cl GARETTES OR OTHER
TOBACCO PRODUCTS AND THE DURATI ON OF THE PROHI BI TION. A WHOLE-
SALER, SECONDARY WHOLESALER, OR UNCLASSI FI ED ACQUI RER SHALL NOT
SELL Cl GARETTES OR OTHER TOBACCO PRCDUCTS TO A RETAI LER AFTER
RECEI PT OF NOTlI CE FROM THE DEPARTMENT THAT THE RETAILER | S PRO
H Bl TED FROM PURCHASI NG TOBACCO PRCDUCTS. ANY Cl GARETTES OR
OTHER TOBACCO PRODUCTS FOUND ON THE PREM SES OF THE RETAI LER
DURI NG THE PERI GD OF PRCHI Bl TI ON SHALL BE CONSI DERED CONTRABAND
AND SUBJECT TO SEI ZURE UNDER THI' S SECTI QN, AND SHALL CONSTI TUTE
AN ADDI TI ONAL | MPROPER POSSESSI ON UNDER THI S SUBSECTI ON.  THE
RETAI LER MAY CONTEST THE ORDER PROHI Bl TI NG PURCHASE, POSSESSI ON,
OR SALE OF TOBACCO PRODUCTS | N ACCORDANCE W TH THE APPEAL PROCE-
DURES AND TI ME LIM TS PROVI DED I N SUBSECTION (3) OF TH S
SECTI ON. AFTER COWPLETI ON OF THE APPEALS PROVI DED OR UPON EXPI -
RATI ON OF THE PERI OD TO REQUEST SUCH APPEAL, THE DEPARTMENT SHALL
| SSUE A FI NAL ORDER AND MAKE SERVI CE UPON THE RETAI LER OF AN
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ORDER TO CEASE ALL PURCHASES, POSSESSI ON, AND SALE OF ALL

Cl GARETTES AND OTHER TOBACCO PRODUCTS FOR A SPECI FI ED PERI CD AS
APPROPRI ATE. THI S ORDER DOES NOT RELI EVE THE RETAI LER FROM SEI -
ZURE AND SALE OF A TOBACCO PRODUCT OR OTHER PROPERTY UNDER THI S
SECTI ON, OR RELI EVE THE RETAI LER FROM A FI NE, | MPRI SONMENT, OR
OTHER PENALTY FOR VI OLATION OF THI S ACT.

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

(2) The —proceeds—of—the— tax inposed under section 7 (1)(a)
shal | be DI SBURSED AS FOLLOWS:

(A 94% 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% OF THE PROCEEDS SHALL BE CREDI TED TO THE HEALTHY
M CH GAN FUND CREATED UNDER SECTI ON 5953 OF THE PUBLI C HEALTH
CODE, 1978 PA 368, MCL 333.5953.

—(3)—+—the—sales—tax—istevietdat—arate—of4%under—the
generat—sates—tax—act;—Act—No—167of —the PubtHeActs—of—1933+
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I I : 1y et ’ I I
general—fund—of —this—state-
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taws—the— THE tax inposed on cigarettes pursuant to section

21 +HhHtey— 7(1)(B) shall be disbursed as foll ows:
22 (a) 4% BEG NNI NG MAY 1, 1994, 5.3%of the proceeds shall
23 be credited to the health and safety fund created in the health

N
N

and safety fund act, —Aect—No—264—-ofthePubtic—-Acts—of—19874-

N
al

N
(o2}

1987 PA 264, MCL 141.471 TO 141.479.
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(b) 25.3% of the proceeds shall be credited to the general
fund of this state.

(c) 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.

ment—for—any—other—state—paynrents—to—thesetocat—heatth
departrents—
(D) —e)y— 6% of the proceeds shall be —dedicated—to—+nprov—

rrg—the—heatth—care—of therestdents—of—+this—state— CRED TED TO
THE HEALTHY M CHI GAN FUND CREATED UNDER SECTI ON 5953 OF THE

PUBLI C HEALTH CODE, 1978 PA 368, MCL 333. 5953.

(4) —5)— The proceeds of the fees and penalties provided
for in this act shall be used for the admnistration of this
act .

Enacting section 1. (1) Sections 6, 7, and 8 of the tobacco
products tax act, 1993 PA 327, MCL 205. 426, 205.427, and 205. 428,
as anended by this anendatory act, take effect April 15, 1998.
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1 (2) Section 6b of the tobacco products tax act, 1993 PA 327,
2 as added by this anendatory act, takes effect April 15, 1998.
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