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Attached please find an Adobe PDF version of a proposed Arizona Transaction Privilege Tax
Ruling concerning the imposition of transaction privilege tax on the dealership of
manufactured buildings. The ruling supersedes and rescinds Arizona Sales Tax Ruling No.
5-15-79. In an ongoing effort to interact with and inform the public regarding issues relating
to taxation, the Department would appreciate your written comments on this document.

To view the file, you will need to have Adobe Acrobat Reader version 5.0 or higher (the
current version is available for download at
http://www.adobe.com/products/acrobat/readstep2.html). Hard copies of the proposed ruling
are available upon request.

Please be advised that the deadline for comments or a request for extension of time for
review is Wednesday, September 22, 2004. This office will review all comments that are
received through this date and make any appropriate revisions before the Department issues
the final ruling.

Please address your comments to:

Christie Comanita, Manager
Tax Policy & Research Division
Arizona Department of Revenue
1600 W. Monroe
Phoenix, AZ 85007
Fax: (602) 716-6791
E-mail: comanitac@revenue.state.az.us

Thank you for your continuing efforts to establish an ongoing line of communication with the
Department of Revenue.

Sincerely,
/s/ Christie Comanita

Manager
Tax Policy & Research Division
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138 Examples

139 1. Rob, a manufactured building dealer, sells a new manufactured home to
140 Al Retirement Park, a community of manufactured homes and sites. Rob
141 prepares the site, delivers and sets up the home for A1. Rob's invoice
142 separately states the amount attributable to the sale of the manufactured
143 home and the amount attributable to site preparation, delivery and set-up.
144 Al plans to lease the home to Mrs. Grey under an annual lease. Rob is
145 subject to transaction privilege tax under the prime contracting
146 classification for the gross proceeds received from the entire sale.

147 2. Sharon sells new manufactured homes both at retail and wholesale.
148 Included in the price of the homes are furniture and furnishings that are
149 incorporated as component parts in the new manufactured homes.
150 Sharon’s retail sales of manufactured homes are subject to tax under the
151 prime contracting classification. The furniture and furnishings
152 incorporated as component parts in these manufactured homes are
153 included in the tax base for purposes of calculating the tax under the
154 prime contracting classification.

155 3. Bob’s Manufactured Buildings is a licensed dealer of manufactured
156 buildings and usually sells new manufactured buildings at retail. A friend
157 of Bob’s, who also sells manufactured buildings sells a manufactured
158 home to a Mr. and Mrs. Jones but is low on inventory and asks Bob if he
159 can purchase a building for resale to fulfill the Jones’ contract. As a favor
160 to his friend Bob sells him a building. The gross receipts from this sale to
161 another dealer for resale are not includible in Bob’s gross receipts under
162 the prime contracting classification.

163 4. Sid’'s Set-up owns a business that sets up, moves and improves sites for
164 manufactured buildings. Sid is engaged in business under the prime
165 contracting classification as a dealership of manufactured buildings. Once
166 or twice a year, Sid may sell a new manufactured building to be leased by
167 the purchaser to an ultimate user. The occasional sale of a manufactured
168 building is includible in Sid’'s tax base under the prime contracting
169 classification and therefore subject to transaction privilege tax.

170 5. Frank, a manufactured building dealer, sells three manufactured buildings
171 to a lessor of manufactured buildings. Frank contracts to prepare the site,
172 deliver and set up the buildings at a school site for the lessor. Frank's
173 invoice separately states the amount attributable to the sale of the
174 manufactured buildings and the amount attributable to site preparation,
175 delivery and set up. The lessor leases the buildings to ABC School
176 District under a five-year lease. Frank is subject to transaction privilege
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tax under the prime contracting classification for the gross proceeds
received from both the sale of the new manufactured building and the site
preparation, delivery and set up.

Miguel, a manufactured building dealer, sells a used manufactured home
to John for a mountain retreat. Miguel prepares the site, delivers and sets
up the home. Miguel's invoice separately states the amount attributable to
the sale of the manufactured home and the amount attributable to site
preparation, delivery and set up. Miguel is not subject to transaction
privilege tax on the sale of the used manufactured building. Miguel,
however, is subject to tax on the gross proceeds received for the amounts
attributable to the site preparation, delivery and set-up of the home under
the prime contracting classification.

Questions and Answers:

1.

Is the sale of a manufactured building to a contractor responsible for the
completion of a prime contracting contract subject to tax?

No. The purchase of a manufactured building to be incorporated into a prime
contracting project is not subject to tax under the prime contracting classification.

Is the sale of a manufactured building to a contractor who is not
responsible for the completion of a prime contracting contract subject to
tax?

No. The purchase of a manufactured building for resale to a final consumer is
not subject to tax under the prime contracting classification.

How do you source the location of the tax on the sale of a manufactured
building by a dealership of manufactured buildings?

A dealership of manufactured buildings is subject to tax under the prime
contracting classification on the gross proceeds related to the retail sale of the
manufactured building at the location of the vendor. Gross proceeds related to
the supervision, performance or coordination of the excavation and completion of
site improvements, setup or moving of the manufactured building including the
contracting, if any, with any subcontractor or specialty contractor for the
completion of the contract is taxable at the location of the job site under the prime
contracting classification.

Is an out-of-state manufacturer liable for transaction privilege tax on the
sale of a manufactured building delivered to an Arizona location?
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An out-of-state manufacturer is subject to transaction privilege tax if either
it:

€) is licensed pursuant to A.R.S. Title 41, Chapter 16 or sells at retalil
manufactured buildings in the state.

(b)  supervises, performs or coordinates the excavation and completion
of site improvements, setup or moving of a manufactured building
including the contracting, if any, with any subcontractor or specialty
contractor for the completion of the contract.

Use tax is due on the purchase of a manufactured building from an out-of-state
vendor that does not have nexus for transaction privilege tax. A.R.S. § 42-
5159(A)(3) provides a deduction from the use tax for the storage, use or
consumption of tangible personal property which the constitution or laws of the
United States prohibit this state from taxing or to the extent that the rate or
imposition of tax is unconstitutional under the laws of the United States.
Therefore, the use tax is imposed on 65% of the purchase price under such
circumstances. A credit is also allowed when a sales tax has been paid in the
state of purchase.

. Is an Arizona dealership of manufactured building liable for tax on a

manufactured building delivered to an out-of-state location?

A dealership of manufactured buildings is liable for tax under the prime
contracting classification on the gross receipts from the sale at retail of the
manufactured building. Gross receipts from the supervision, performance or
coordination of the excavation and completion of the out-of-state site
improvements, setup or moving of the manufactured building including the
contracting, if any, with any subcontractor or specialty contractor for the
completion of the contract at the out-of-state location is not subject to tax.

. How is the sale of a manufactured building for leasing purposes taxed by a

dealership of manufactured buildings?

A dealership of manufactured buildings that sells new manufactured buildings to
a business intending to lease the manufactured building, whether or not the
lessor is taxable on the lease of the manufactured building as tangible personal
property or real property, is subject to tax under the prime contracting
classification.

A lessor that leases manufactured buildings as tangible personal property is

subject to tax on the rental of tangible personal property under the personal
property rental classification. A lessor that is renting both a manufactured

2004.08.20 draft



ARIZONA TRANSACTION PRIVILEGE TAX RULING

TPRO4-

Page 8

(This Ruling Supersedes and Rescinds Arizona Sales Tax Ruling No. 5-15-79)

247 building and the land on which the building is located is subject to tax on the
248 rental of real property under the commercial lease classification.

249 7. How is a dealership of manufactured buildings taxed for sales of
250 furnishings, fixtures and appliances?

251 A.R.S. 42-5075(B)(3) provides that sales of furniture, furnishings, fixtures,
252 appliances, and attachments that are incorporated as component parts of or
253 attached to a new manufactured building are subject to tax under the prime
254 contracting classification.

255 Sales of furniture, furnishings, fixtures, appliances, and attachments that are
256 incorporated as component parts of or attached to a used manufactured building
257 are not subject to tax under the prime contracting classification or the retail
258 classification. The vendor, however, may be liable for use tax if tax was not paid
259 on the retail purchase of the furnishings and parts incorporated or attached.

260 Sales of furniture, furnishings, fixtures, appliances, and attachments that are not
261 incorporated as component parts of or attached to a new or used manufactured
262 building or the set-up site are subject to tax under the retail classification rather
263 than the prime contracting classification, unless otherwise statutorily exempt.

264 8. How are sales of motor homes, travel trailers or park trailers taxed?

265 Motor homes, travel trailers, and park trailers do not qualify as a “factory-built
266 building” as defined by A.R.S. § 41-2142(14). The sales of such recreational
267 vehicles are taxable under the retail classification.

268 9. Is a trade-in allowed?

269 No, a trade-in is not allowed on the purchase of a new manufactured building
270 under the prime contracting classification.
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