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Appellee.

9
The State Board of Tax Appeals, having considered all evidence and arguments presented, and

10
having taken the matter under advisement, finds and concludes as follows:

11
FINDINGS OF FACT

12
Since 2002, Sedona Internet Services, LLC, dba eSedona Wireless Internet ("Appellant"), has

13
provided high-speed internet service to the Sedona, Arizona area. Due to the mountainous terrain and

14
the lack of cabled network systems in the area, Appellant provides its internet services through a wireless

15
network of radio communications using repeater towers on which the wireless radio communications

16
equipment is installed. Appellant also installs wireless radio communications equipment on customers'

17
homes. This equipment is connected to the customer's computer via a cable. Appellant then transfers

18
signals to its microwave repeater towers, which route the signals through fiber optic cables to telephone

19
lines.

20
The Arizona Department of Revenue ("Department") audited Appellant for the period of June 1,

2002 through August 31, 2004 ("Audit Period") and determined that Appellant had purchased equipment

used in its business from out-of-state vendors in Colorado, Illinois, Pennsylvania, Texas, California, and

Virginia but had not reported or paid use tax on the purchases.1 Subsequently, the Department issued an

1 The Department also discovered that Appellant, which was licensed and remitted Arizona transaction privilege tax retums under
the retail classification, was reporting income from its Installation services under that classification then deducting 100% of the
income. The Department reclassified the retail installation as prime contracting activity. A.R.S. § 42-5075.

21

22

23

24

..--
25




