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ARGUMENT

L MCL § 205.93(2) and MCL § 205.94(2) establish that not all vehicles that are
eventually resold are exempt under MCL § 205.94(1)(c).

The crucial issue in this case is whether all vehicles held by a dealer that are eventually
resold are exempt under the resale exemption, regardless of any intervening use to which the
dealer puts the vehicle.! Three statutes affect the analysis of this question — MCL § 205.94(1)(c),
MCL § 205.93(2), and MCL § 205.94(2). When understood according to the applicable rules of
statutory construction, these statutes clarify the fact that vehicles are not necessarily wholly
exempt merely because they are eventually resold.

A. Rules of statutory construction require that the Court give effect to the
Legislature's intent and avoid rendering statutory provisions surplusage.

As this Court established in a plethora of cases, it is a cardinal rule of statutory
construction that courts must give effect to the Legislature's intent.” Consistent with this rule, the
Court has also established that courts cannot render words of a statute surplusage or nugatory.’
In Reed v Yackell, this Court explained that "[W]e are bound by oath to give meaning to every
word, phrase, and clause in a statute."*

This Court has asked the parties to brief the interplay between three statutes — MCL §

205.94(1)(c), MCL § 205.93(2), and MCL § 205.94(2). The first of these three — MCL §

205.94(1)(c) — provides a use tax exemption for resale. The statute reads as follows™:

! Motor vehicles are the property at issue in this case. Two of the statutory provisions about
which this Court has questioned the parties — MCL § 205.94(1)(c) and MCL § 205.94(2) - apply
to all tangible personal property. The third, MCL § 205.93(2) applies specifically to motor
vehicles.

2 Burton v Reed City Hosp Corp, 471 Mich 745, 751; 691 NW2d 424 (2005); Woodard v Custer,
476 Mich 545, 598; 719 NW2d 842 (2006).

3 Reed v Yackell, 473 Mich 520, 537; 703 NW2d 58 (2005).

* Reed v Yackell, 473 Mich at 537.

> MCL § 205.94(1)(c).



The following are exempt from the tax levied under this act, subject to subsection

2):

&Kk

(c) Property purchased for resale, demonstration purposes . . . . For a dealer
selling a new car or truck, exemption for demonstration purposes shall be
determined by the number of new cars and trucks sold during the current calendar
year or the immediately preceding year without regard to specific make or style
according to the following schedule of 0 to 25, 2 units; 26 to 100, 7 units; 101 to
500, 20 units; 501 or more, 25 units; but not to exceed 25 cars and trucks in 1
calendar year for demonstration purposes.

Therefore, on its face, the resale exemption refers to MCL § 205.94(2). That statutory
subsection provides®:

The property or services under subsection (1) are exempt only to the extent that

the property or services are used for the exempt purposes if one is stated in

subsection (1). The exemption is limited to the percentage of exempt use to total

use determined by a reasonable formula or method approved by the department.
By the statute's own terms, MCL § 205.94(2) limits the application of the exemptions provided
for in MCL § 205.94(1)(c), necessarily including the MCL § 205.94(1)(c) resale exemption.

The Legislature similarly showed its intent that the resale exemption should not be
applied in a blanket fashion to any vehicle that is eventually resold when it amended MCL §
205.93 in 2002.7 As amended, MCL § 205.93 provides, in pertinent partgz

The price tax base of a new or previously owned car or truck held for resale by a

dealer and that is not exempt under section 4(1)(c) is the purchase price of the car

or truck multiplied by 2.5% plus $30.00 per month beginning with the month that

the dealer uses the car or truck in a nonexempt manner.
Thus, the Legislature again indicated that a vehicle can be held for resale and still not be exempt
from use tax.

The Legislature's intent that not all vehicles that are eventually resold are exempt from

use tax is clear from the language of MCL § 205.94(2) and MCL § 205.93(2). Application of the

S MCL § 205.94(2).
72002 PA 110.
¥ MCL § 205.93(2).



resale exemption in a blanket fashion to any vehicle that is eventually resold would render these
provisions nugatory and surplusage. Consequently, only a finding that not all resold vehicles are
exempt under MCL § 205.94(1)(c) comports with the language df the applicable statutes and
well-established rules of statutory construction.

The Department of Treasury's interpretation of the statutes is consistent with both the
language of the applicable statutes and rules of statutory construction. The Department agrees
that vehicles that are solely held for resale and used for that purpose are exempt, if resold.
However, consistent with the statutory language, the Department argues that use tax is due on the
use of vehicles that are not exempt under the demonstrator exemption’ and are used for purposes
other than just being held for resale — such as for the personal benefit of dealership employees.
The Department submits that property that was purchased with the intent to resell loses its
exempt status at such time as it is used in a manner that is inconsistent with merely holding the

property for resale. The language of all of the statutes at issue supports this interpretation.

? The demonstrator exemption is also provided by MCL § 205.94(1)(c) and is subject to statutory
limits.



CONCLUSION AND RELIEF SOUGHT
WHEREFORE, the Defendant-Appellant requests this Honorable Court grant the
Department leave to appeal the Court of Appeals decision, or issue a peremptory order pursuant
to MCR 7.302(G)(1) reversing the decision of the Court of Appeals.
Respectfully submitted,

Michael A. Cox
Attorney General

Thomas L. Casey (P24215)
Solicitor General
Counsel of Record
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Heidi L. Johnson-Mehne
Assistant Attorney General
Attorneys for Defendant-Appellant
525 W. Ottawa Street, 2" Floor
P.O. Box 30754
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(517) 373-3203
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