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PARTICIPANTS

PLAINTIFF 1 TOMRA OF NORTH AMERICA, INC. FILED: 5/8/14

ATTY: JUNE S. HAAS  # 59009  PRIMARY RETAINED

DEFENDANT 1 DEPARTMENT OF TREASURY FILED: 5/8/14

ATTY: SCOTT LAWRENCE DAMICH  # 74126  PRIMARY RETAINED

CASE                                             

Judicial Officer Date Filed Adjudication Status

O'BRIEN, COLLEEN 5/8/14 SUMMARY DISPOSITION  6/12/15 ADJUDICATED

CHRONOLOGICAL LIST OF ACTIVITIES                    

Activity Date Activity User Entry Date

5/8/14 SUMMONS AND COMPLAINT $150.00 amd
amd

5/8/14
9/5/14

PTF 1

DEF 1

5/8/14 JUDICIAL OFFICER ASSIGNED TO TALBOT, MICHAEL   21245 amd 8/29/18

5/8/14 RECEIVABLE  FILING FEE $150.00 amd 5/8/14

5/8/14 PAYMENT  $150.00 amd 5/8/14

RECEIPT NUMBER: COC-LAN.0000120

METHOD: CHECK  $150.00

5/14/14 RETURN OF SERVICE - PERSONAL amd
amd

5/14/14
9/5/14

PTF 1

5/20/14 APPEARANCE AND NOTICE OF APPEARANCE jms
amd

5/21/14
9/5/14

DEF 1

6/9/14 ANSWER, CIVIL TO COMPLAINT jms
amd

6/10/14
9/5/14

DEF 1

6/13/14 SCHEDULING CONFERENCE ORDER can
amd

6/13/14
9/5/14

TALBOT, MICHAEL 21245

PTF 1

DEF 1

6/13/14 SCHEDULING CONFERENCE CANCELLED 7/14/14  11:00 A can 6/13/14

RECEIVABLES/PAYMENTS

PTF 1 TOMRA OF NORTH AMERICA, INC.

Assessed Paid/Adjusted Balance

$280.00 $280.00 $0.00

DEF 1 DEPARTMENT OF TREASURY

Assessed Paid/Adjusted Balance

$60.00 $60.00 $0.00

RELATED CASES

Case ID Entitlement Primary/Secondary

14-000185-MT TOMRA OF NORTH AMERICA, INC. V DEPARTMENT OF TREASURY Primary

STATE OF MICHIGAN

COURT OF CLAIMS

REGISTER 
OF

ACTIONS

 CASE ID
14-000091-MT

  C/COC/MI 

Public
 5/13/2019

 10:01:01 AM
Page: 1 of 8

COC Docket Entries

001a
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Activity Date Activity User Entry Date

BEFORE: TALBOT, MICHAEL   LOC: VIA TELEPHONE

7/7/14 PROPOSED STIPULATED SCHEDULING ORDER jms
amd

7/7/14
9/5/14

PTF 1

DEF 1

7/11/14 SCHEDULING CONFERENCE   7/14/14 11:00 AM bbw 7/11/14

CANCELLED    

OTHER

Stipulated scheduling order entered 7/11/14.

7/11/14 STIPULATED SCHEDULING ORDER can
amd

7/11/14
9/5/14

TALBOT, MICHAEL 21245

PTF 1

DEF 1

9/5/14 MOTION TO CONSOLIDATE CASES $20.00 amd
amd

9/5/14
9/5/14

PTF 1

DEF 1

9/5/14 RECEIVABLE  MOTION FEE $20.00 amd 9/5/14

9/5/14 PAYMENT  $20.00 amd 9/5/14

RECEIPT NUMBER: COC-LAN.0000286

METHOD: CHECK  $20.00

9/10/14 ORDER FOR CONSOLIDATION can 9/10/14

TALBOT, MICHAEL 21245

PTF 1

DEF 1

9/10/14 ORDER can
mmla

9/10/14
11/8/16

TALBOT, MICHAEL 21245

PTF 1

DEF 1

9/18/14 FIRST DISCOVERY REQUESTS TO PLAINTIFF amd
amd

9/18/14
9/18/14

DEF 1

10/7/14 MOTION TO AMEND STIPULATED SCHEDULING ORDER $20.00 amd
amd

10/7/14
10/7/14

PTF 1

10/7/14 RECEIVABLE  MOTION FEE $20.00 amd 10/7/14

10/7/14 PAYMENT  $20.00 amd 10/7/14

RECEIPT NUMBER: COC-LAN.0000340

METHOD: CHECK  $20.00

10/7/14 MOTION FOR IMMEDIATE CONSIDERATION amd 10/7/14

PTF 1

10/10/14 WITNESS LIST (PLAINTIFF) amd
amd

10/10/14
10/13/14

PTF 1

10/10/14 WITNESS LIST DEFENDANT amd 10/13/14

STATE OF MICHIGAN

COURT OF CLAIMS

REGISTER 
OF

ACTIONS

 CASE ID
14-000091-MT

  C/COC/MI 

Public
 5/13/2019

 10:01:01 AM
Page: 2 of 8

COC Docket Entries
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Activity Date Activity User Entry Date

DEF 1

10/14/14 ORDER can 10/14/14

TALBOT, MICHAEL 21245

PTF 1

DEF 1

10/16/14 PROOF OF SERVICE OF A COPY FOR THE PLAINTIFF'S FIRST REQUEST 
FOR PRODUCTION OF DOCUMENTS

amd 10/16/14

PTF 1

10/17/14 PROOF OF SERVICE OF FIRST SET OF INTERROGATORIES AND 
SECOND REQUEST FOR PRODUCTION OF DOCUMENTS

amd 10/17/14

PTF 1

11/24/14 SECOND DISCOVERY REQUEST mmla 11/25/14

DEF 1

11/25/14 RESPONSE TO DEFENDANT'S FIRST REQUESTS TO ADMIT mmla 11/25/14

PTF 1

12/5/14 PROOF OF SERVICE OF RESPONSE TO FIRST REQUEST FOR 
PRODUCTION OF DOCUMENTS, FIRST SET OF INTERROGATORIES, 
AND SECOND REQUEST FOR PRODUCTION OF DOCUMENTS

mmla
mmla

12/5/14
12/5/14

DEF 1

12/12/14 PROOF OF SERVICE SECOND SET OF INTERROGATORIES AND THIRD 
REQUEST FOR PRODUCTION OF DOCUMENTS

mmla 12/12/14

PTF 1

12/17/14 THIRD DISCOVERY REQUESTS TO PLAINTIFF mmla
amd

12/18/14
12/30/15

DEF 1

12/18/14 PROOF OF SERVICE mmla 12/18/14

PTF 1

12/19/14 PROOF OF SERVICE OF DEFENDANT'S NOTICE OF TAKING 
DEPOSITIONS 

mmla 12/22/14

DEF 1

12/22/14 RESPONSE TO DEFENDANT'S SECOND REQUESTS TO ADMIT mmla 12/23/14

PTF 1

12/23/14 MOTION FOR ENTRY OF PROTECTIVE ORDER $20.00 mmla 12/23/14

DEF 1

12/23/14 RECEIVABLE  MOTION FEE $20.00 mmla 12/23/14

12/23/14 BRIEF FILED IN SUPPORT OF ITS MOTION FOR ENTRY OF A 
PROTECTIVE ORDER

mmla 12/23/14

DEF 1

12/23/14 PROPOSED ORDER GRANTING TREASURY'S MOTION FOR ENTRY OF A 
PROTECTIVE ORDER

mmla 12/23/14

DEF 1

12/26/14 SUA SPONTE ORDER FOR THE FILING OF BRIEFS can 12/26/14

TALBOT, MICHAEL 21245

PTF 1

DEF 1

1/2/15 BRIEF FILED IN RESPONSE TO THE DEPARTMENT'S 12/23/14 MOTION 
FOR ENTRY OF PROTECTIVE ORDER

mmla 1/2/15

PTF 1

STATE OF MICHIGAN

COURT OF CLAIMS

REGISTER 
OF

ACTIONS

 CASE ID
14-000091-MT

  C/COC/MI 

Public
 5/13/2019

 10:01:01 AM
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Activity Date Activity User Entry Date

1/5/15 RESPONSE TO PLAINTIFF'S REQUEST TO INSPECT DOCUMENTS 
REGARDING THE NOTICE OF TAKING DEPOSITION DUCES TECUM OF 
PATRICIA CALORE

mmla 1/5/15

DEF 1

1/5/15 RESPONSE TO PLAINTIFF'S REQUEST TO INSPECT DOCUMENTS 
REGARDING THE NOTICE OF TAKING DEPOSITION DUCES TECUM OF 
LANCE WILKINSON

mmla
mmla

1/5/15
1/5/15

DEF 1

1/5/15 RESPONSE TO PLAINTIFF'S REQUEST TO INSPECT DOCUMENTS 
REGARDING THE NOTICE OF TAKING DEPOSITION DUCES TECUM OF 
RONALD L. KOLBIG

mmla 1/5/15

DEF 1

1/5/15 RESPONSE TO PLAINTIFF'S REQUEST TO INSPECT DOCUMENTS 
REGARDING THE NOTICE OF TAKING DEPOSITION DUCES TECUM OF 
KIMBERLLY F. KNOLL

mmla 1/5/15

DEF 1

1/6/15 ORDER can 1/6/15

TALBOT, MICHAEL 21245

PTF 1

DEF 1

1/6/15 PROOF OF SERVICE DEFENDANT'S SUPPLEMENTAL RESPONSE TO 
PLAINTIFF'S REQUEST FOR PRODUCTION OF DOCUMENTS

mmla 1/6/15

DEF 1

1/7/15 PROOF OF SERVICE RESPONSE TO PLAINTIFF'S SECOND SET OF 
INTERROGATORIES AND THIRD REQUEST FOR DOCUMENTS

mmla 1/7/15

DEF 1

1/9/15 PROOF OF SERVICE PLAINTIFF'S RESPONSE TO DEFENDANT'S 
SECOND DISCOVERY REQUESTS

mmla 1/9/15

PTF 1

1/14/15 RESPONSE TO DEFENDANT'S THIRD REQUESTS TO ADMIT mmla 1/15/15

PTF 1

1/16/15 PROOF OF SERVICE PLAINTIFF'S SUPPLEMENTAL RESPONSE TO 
DEFENDANT'S FIRST AND SECOND DISCOVERY REQUESTS

mmla 1/16/15

PTF 1

1/22/15 PROOF OF SERVICE PLAINTIFF'S RESPONSE TO DEFENDANT'S THIRD 
DISCOVERY REQUESTS

mmla 1/22/15

PTF 1

1/23/15 ORDER FOR DISMISSAL amd 12/30/15

1/28/15 PROOF OF SERVICE FOR BATES-STAPMED DOCUMENT PRODUCTION 
TOMRA011963-012117 PERTAINING TO LAURA MAILLOUX'S 
DEPOSITION

mmla 1/28/15

PTF 1

1/28/15 PROOF OF SERVICE SUPPLEMENTAL ANSWERS TO PLAINTIFF'S FIRST 
INTERROGATORIES AND REQUEST FOR PRODUCTION OF 
DOCUMENTS

mmla 1/28/15

DEF 1

2/3/15 PAYMENT  $20.00 mlh 2/3/15

RECEIPT NUMBER: COC-LAN.0000541

METHOD: ELECTRONIC FUND TRANSFER  $20.00

2/10/15 PROOF OF SERVICE OF BATES-STAMPED DOCUMENT PERTAINING TO 
ANDY HOLLYER'S DEPOSITION

mmla 2/10/15

PTF 1

STATE OF MICHIGAN

COURT OF CLAIMS

REGISTER 
OF

ACTIONS

 CASE ID
14-000091-MT

  C/COC/MI 

Public
 5/13/2019

 10:01:01 AM
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Activity Date Activity User Entry Date

2/18/15 MOTION FOR SUMMARY DISPOSITION AND BRIEF IN SUPPORT (ORAL 
ARGUMENT REQUESTED)

$20.00 mmla
mmla

2/18/15
2/19/15

PTF 1

2/18/15 RECEIVABLE  MOTION FEE $20.00 mmla 2/18/15

2/18/15 PAYMENT  $20.00 mmla 2/18/15

RECEIPT NUMBER: COC-LAN.0000568

METHOD: CHECK  $20.00

2/18/15 UNABRIDGED EXHIBITS TO BRIEF IN SUPPORT OF MOTION FOR 
SUMMARY DISPOSITION

mmla
mmla

2/18/15
2/19/15

PTF 1

2/18/15 MOTION FOR SUMMARY DISPOSITION AND BRIEF IN SUPPORT $20.00 mmla
mmla

2/18/15
2/18/15

DEF 1

2/18/15 RECEIVABLE  MOTION FEE $20.00 mmla 2/18/15

2/20/15 SUA SPONTE ORDER FOR THE FILING OF BRIEFS can 2/20/15

TALBOT, MICHAEL 21245

PTF 1

DEF 1

2/20/15 SUA SPONTE ORDER FOR THE FILING OF BRIEFS can 2/20/15

TALBOT, MICHAEL 21245

PTF 1

DEF 1

3/13/15 BRIEF FILED IN OPPOSITION TO DEFENDANT'S 2/18/15 MOTION FOR 
SUMMARY DISPOSITION

mmla 3/13/15

PTF 1

3/13/15 RESPONSE TO PLAINTIFF'S 2/18/15 MOTION FOR SUMMARY 
DISPOSITION AND BRIEF IN SUPPORT

mmla
mmla

3/13/15
3/16/15

DEF 1

3/13/15 MOTION FOR SUMMARY DISPOSITION AND BRIEF IN SUPPORT $20.00 mmla 3/13/15

DEF 1

3/13/15 RECEIVABLE  MOTION FEE $20.00 mmla 3/13/15

3/19/15 SUA SPONTE ORDER FOR THE FILING OF BREIFS can 3/19/15

TALBOT, MICHAEL 21245

PTF 1

DEF 1

3/20/15 BRIEF FILED IN REPLY TO DEFENDANT'S 3/13/15 BRIEF IN OPPOSITION 
TO MOTION FOR SUMMARY DISPOSITION

mmla 3/20/15

PTF 1

3/20/15 SUPPLEMENT TO DEFENDANT'S 3/13/15 MOTION FOR SUMMARY 
DISPOSITION

mmla 3/20/15

DEF 1

3/20/15 RESPONSE TO PLAINTIFF'S 3/13/15 BRIEF IN OPPOSITION TO 
DEFENDANT'S 2/18/15 MOTION FOR SUMMARY DISPOSITION

mmla 3/20/15

DEF 1

4/7/15 PAYMENT  $20.00 mlh 4/7/15

RECEIPT NUMBER: COC-LAN.0000644

METHOD: ELECTRONIC FUND TRANSFER  $20.00

STATE OF MICHIGAN

COURT OF CLAIMS

REGISTER 
OF

ACTIONS

 CASE ID
14-000091-MT

  C/COC/MI 

Public
 5/13/2019

 10:01:01 AM
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Activity Date Activity User Entry Date

4/9/15 BRIEF FILED IN OPPOSITION TO DEFENDANT'S MOTION FOR SUMMARY 
DISPOSITION UNDER MCL 2.116(C)(4) (ORAL ARGUMENT REQUESTED)

mmla 4/10/15

PTF 1

4/16/15 REPLY TO PLAINTIFF'S 4-9-15 RESPONSE AND BRIEF IN OPPOSITION 
TO ITS 3/13/15 MOTION FOR SUMMARY DISPOSITION

mmla 4/16/15

DEF 1

5/7/15 PAYMENT  $20.00 mlh 5/7/15

RECEIPT NUMBER: COC-LAN.0000683

METHOD: ELECTRONIC FUND TRANSFER  $20.00

6/4/15 REVIEW CANCELLED 9/4/15  8:00 A bbw 7/11/14

BEFORE: TALBOT, MICHAEL   

6/12/15 REVIEW   9/4/15 8:00 AM can 6/12/15

CANCELLED    

CASE ADJUDICATED

6/12/15 OPINION AND ORDER can 6/12/15

TALBOT, MICHAEL 21245

DEF 1

6/12/15 CLOSE CASE STATUS   mmla 6/15/15

TALBOT, MICHAEL 21245  

7/2/15 MOTION FOR RECONSIDERATION AND BRIEF IN SUPPORT $20.00 mmla
mmla

7/2/15
7/2/15

PTF 1

7/2/15 RECEIVABLE  MOTION FEE $20.00 mmla 7/2/15

7/2/15 PAYMENT  $20.00 mmla 7/2/15

RECEIPT NUMBER: COC-LAN.0000777

METHOD: CHECK  $20.00

7/8/15 ORDER can 7/8/15

TALBOT, MICHAEL 21245

PTF 1

DEF 1

7/28/15 CLAIM OF APPEAL $25.00 mmla
mmla

7/28/15
7/28/15

PTF 1

7/28/15 RECEIVABLE  APPEALS FEE $25.00 mmla 7/28/15

7/28/15 PAYMENT  $25.00 mmla 7/28/15

RECEIPT NUMBER: COC-LAN.0000813

METHOD: CHECK  $25.00

7/29/15 COPY OF APPEARANCE FILED IN THE COURT OF APPEALS mmla 7/29/15

DEF 1

12/30/15 COMMENT   amd 12/30/15

Case prepared and sent to the Court of Appeals electronically.

11/17/16 ORDER OF THE COURT OF APPEALS amd 11/18/16

1/13/17 ORDER FROM THE COURT OF APPEALS DENYING MOTION FOR 
RECONSIDERATION

amd 1/18/17

3/2/17 SUA SPONTE ORDER FOR THE FILING OF BRIEFS can 3/2/17

TALBOT, MICHAEL 21245

STATE OF MICHIGAN

COURT OF CLAIMS

REGISTER 
OF

ACTIONS

 CASE ID
14-000091-MT

  C/COC/MI 

Public
 5/13/2019
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Activity Date Activity User Entry Date

PTF 1

DEF 1

3/15/17 RETURN OF RECORD TO THE TRIAL COURT OR TRIBUNAL amd 3/27/17

3/16/17 BRIEF FILED IN RESPONSE TO THE COURT'S 3/2/17 SUA SPONTE 
ORDER FOR THE FILING OF BRIEFS

mmla 3/17/17

DEF 1

3/16/17 BRIEF FILED IN SUPPORT OF MOTION FOR SUMMARY DISPOSITION mmla 3/17/17

PTF 1

3/17/17 ORDER OF DISMISSAL can 3/17/17

TALBOT, MICHAEL 21245

PTF 1

DEF 1

3/29/17 CLAIM OF APPEAL $25.00 mmla
mmla

3/29/17
3/29/17

PTF 1

3/29/17 RECEIVABLE  APPEALS FEE $25.00 mmla 3/29/17

3/29/17 PAYMENT  $25.00 mmla 3/29/17

RECEIPT NUMBER: COC-LAN.0001854

METHOD: CHECK  $25.00

4/4/17 COPY OF APPEARANCE AND NOTICE OF APPEARANCE IN THE COURT 
OF APPEALS

mmla 4/5/17

DEF 1

7/31/17 COMMENT   amd 8/1/17

Notification from Court of Appeals requesting file within 21 days.

8/24/17 COMMENT   amd 8/24/17

Notification from the Court of Appeals advising the record for this case is overdue and this Court has 
14 days to provide the record to the Court of Appeals.

8/24/17 COMMENT   amd 8/24/17

File prepared and sent to the Court of Appeals.

7/17/18 OPINION AND ORDER (FROM APPELLATE COURT) REVERSE AND 
REMAND

amd 7/17/18

8/29/18 JUDICIAL OFFICER REASSIGNED FROM TALBOT, MICHAEL   21245 amd 8/29/18

8/29/18 OPEN CASE STATUS   amd 8/29/18

PTF 1 TOMRA OF NORTH AMERICA, INC.

DEF 1 DEPARTMENT OF TREASURY

8/29/18 JUDICIAL OFFICER ASSIGNED TO O'BRIEN, COLLEEN A.  33095 amd 8/29/18

8/30/18 TELEPHONE CONFERENCE - COURT TO INITATE THE 
CALL

CANCELLED 9/24/18  11:00 A amd 8/30/18

8/30/18 SUA SPONTE ORDER REGARDING STATUS CONFERENCE amd
mmla

8/30/18
12/12/18

9/12/18 COPY OF NOTICE OF FILING AN APPLICATION FOR LEAVE TO APPEAL 
IN THE MICHIGAN SUPREME COURT

amd 9/14/18

9/17/18 SUA SPONTE ORDER REGARDING CANCELLING STATUS CONFERENCE mmla 9/17/18

9/17/18 TELEPHONE CONFERENCE   9/24/18 11:00 AM mmla 9/17/18

CANCELLED    

OTHER

Sua Sponte Order Regarding Cancelling Status Conference

STATE OF MICHIGAN

COURT OF CLAIMS

REGISTER 
OF

ACTIONS

 CASE ID
14-000091-MT

  C/COC/MI 

Public
 5/13/2019

 10:01:01 AM
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Activity Date Activity User Entry Date

9/17/18 REVIEW FOR OUTCOME OF APPLICATION FOR LEAVE 
TO APPEAL

SET 5/31/19  8:00 A mmla 9/17/18

STATE OF MICHIGAN

COURT OF CLAIMS

REGISTER 
OF

ACTIONS

 CASE ID
14-000091-MT

  C/COC/MI 
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PARTICIPANTS

PLAINTIFF 1 TOMRA OF NORTH AMERICA, INC. FILED: 7/29/14

ATTY: JUNE S. HAAS  # 59009  PRIMARY RETAINED

DEFENDANT 1 DEPARTMENT OF TREASURY FILED: 7/29/14

ATTY: SCOTT LAWRENCE DAMICH  # 74126  PRIMARY RETAINED

CASE                                             

Judicial Officer Date Filed Adjudication Status

TALBOT, MICHAEL 7/29/14 ORDER ENTERED  9/15/14 CLOSED  9/15/14

CHRONOLOGICAL LIST OF ACTIVITIES                    

Activity Date Activity User Entry Date

7/29/14 SUMMONS AND COMPLAINT $150.00 jms
jms

7/29/14
7/29/14

PTF 1

DEF 1

7/29/14 JUDICIAL OFFICER ASSIGNED TO TALBOT, MICHAEL   21245 jms 7/29/14

7/29/14 RECEIVABLE  FILING FEE $150.00 jms 7/29/14

7/29/14 PAYMENT  $150.00 jms 7/29/14

RECEIPT NUMBER: COC-LAN.0000191

METHOD: CHECK  $150.00

8/6/14 RETURN OF SERVICE - PERSONAL jms
jms

8/6/14
8/6/14

DEF 1

8/6/14 RETURN OF SERVICE - NONPERSONAL jms 8/6/14

DEF 1

8/6/14 APPEARANCE AND NOTICE OF APPEARANCE jms 8/7/14

DEF 1

9/4/14 ANSWER, CIVIL TO COMPLAINT jms 9/5/14

DEF 1

9/5/14 MOTION TO CONSOLIDATE CASES FILED IN 14-91-MT amd 9/8/14

PTF 1

9/10/14 ORDER FOR CONSOLIDATION can 9/10/14

PTF 1

DEF 1

9/15/14 CLOSE CASE STATUS   amd 10/4/14

DEF 1 DEPARTMENT OF TREASURY

RECEIVABLES/PAYMENTS

PTF 1 TOMRA OF NORTH AMERICA, INC.

Assessed Paid/Adjusted Balance

$150.00 $150.00 $0.00

RELATED CASES

Case ID Entitlement Primary/Secondary

14-000091-MT TOMRA OF NORTH AMERICA, INC. V DEPARTMENT OF TREASURY Secondary

STATE OF MICHIGAN

COURT OF CLAIMS

REGISTER 
OF

ACTIONS

 CASE ID
14-000185-MT

  C/COC/MI 

Public
 5/13/2019

 10:01:46 AM
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Activity Date Activity User Entry Date

DISPOSITION: ORDER ENTERED

STATE OF MICHIGAN

COURT OF CLAIMS

REGISTER 
OF

ACTIONS

 CASE ID
14-000185-MT
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 5/13/2019
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PARTICIPANTS

PLAINTIFF 1 TOMRA OF NORTH AMERICA, INC. FILED: 5/25/16

ATTY: JUNE S. HAAS  # 59009  PRIMARY RETAINED

DEFENDANT 1 DEPARTMENT OF TREASURY FILED: 5/25/16

ATTY: SCOTT LAWRENCE DAMICH  # 74126  PRIMARY RETAINED

CASE                                             

Judicial Officer Date Filed Adjudication Status

O'BRIEN, COLLEEN 5/25/16 SUMMARY DISPOSITION  1/19/17 ADJUDICATED

CHRONOLOGICAL LIST OF ACTIVITIES                    

Activity Date Activity User Entry Date

5/25/16 SUMMONS AND COMPLAINT $175.00 mmla
mmla

5/25/16
5/25/16

PTF 1

DEF 1

5/25/16 JUDICIAL OFFICER ASSIGNED TO TALBOT, MICHAEL   21245 mmla 8/29/18

5/25/16 RECEIVABLE  ELECTRONIC FILING SYSTEM FEE $25.00 mmla 5/25/16

5/25/16 RECEIVABLE  FILING FEE $150.00 mmla 5/25/16

5/25/16 PAYMENT  $175.00 mmla 5/25/16

RECEIPT NUMBER: COC-LAN.0001259

METHOD: CHECK  $175.00

6/1/16 APPEARANCE AND NOTICE OF APPEARANCE mmla 6/1/16

DEF 1

6/8/16 RETURN OF SERVICE - NONPERSONAL mmla 6/9/16

DEF 1

6/16/16 ANSWER, CIVIL TO COMPLAINT mmla 6/16/16

DEF 1

6/17/16 SCHEDULING CONFERENCE CANCELLED 8/1/16  10:30 A can 6/17/16

BEFORE: TALBOT, MICHAEL   LOC: VIA TELEPHONE

6/17/16 SCHEDULING CONFERENCE ORDER can 6/17/16

TALBOT, MICHAEL 21245

PTF 1

DEF 1

7/13/16 PROPOSED STIPULATED SCHEDULING ORDER mmla 7/14/16

PTF 1

DEF 1

7/18/16 STIPULATED SCHEDULING ORDER can 7/18/16

TALBOT, MICHAEL 21245

PTF 1

RECEIVABLES/PAYMENTS

PTF 1 TOMRA OF NORTH AMERICA, INC.

Assessed Paid/Adjusted Balance

$220.00 $220.00 $0.00

STATE OF MICHIGAN

COURT OF CLAIMS

REGISTER 
OF

ACTIONS

 CASE ID
16-000118-MT

  C/COC/MI 

Public
 5/13/2019

 10:02:23 AM
Page: 1 of 4
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Activity Date Activity User Entry Date

DEF 1

7/18/16 SCHEDULING CONFERENCE   8/1/16 10:30 AM can 7/18/16

CANCELLED    

OTHER

Stipulated scheduling order issued.

7/18/16 REVIEW CANCELLED 6/6/17  8:00 A can 7/18/16

BEFORE: TALBOT, MICHAEL   

7/25/16 PROOF OF SERVICE STIPULATED SCHEDULING ORDER mmla 7/26/16

PTF 1

8/11/16 FIRST DISCOVERY REQUEST TO PLAINTIFF amd 8/11/16

DEF 1

9/8/16 RESPONSE TO REQUESTS FOR ADMISSION CONTAINED IN 
DEFENDANT MICHIGAN DEPARTMENT OF TREASURY'S FIRST 
DISCOVERY REQUESTS

amd 9/8/16

9/13/16 CORRECTED PROOF OF SERVICE amd 9/13/16

9/27/16 PROOF OF SERVICE RESPONSE TO INTERROGATORIES AND 
REQUESTS FOR PRODUCTION

mmla 9/27/16

PTF 1

10/17/16 MOTION FOR PARTIAL SUMMARY DISPOSITION AND DECLARATORY 
JUDGMENT AND BRIEF IN SUPPORT

$20.00 mmla
amd

10/17/16
5/10/17

PTF 1

10/17/16 RECEIVABLE  MOTION FEE $20.00 mmla 10/17/16

10/17/16 PAYMENT  $20.00 mmla 10/17/16

RECEIPT NUMBER: COC-LAN.0001554

METHOD: CHECK  $20.00

11/7/16 RESPONSE TO PLAINTIFF'S 10/17/16 MOTION FOR SUMMARY 
DISPOSITION

mmla 11/8/16

DEF 1

11/14/16 REPLY TO THE 11/7/16 DEFENDANT MICHIGAN DEPARTMENT OF 
TREASURY'S RESPONSE TO 10/17/16 PLAINTIFF'S MOTION FOR 
PARTIAL SUMMARY DISPOSITION AND DECLARATORY JUDGMENT

mmla
mmla

11/14/16
11/30/16

PTF 1

11/17/16 WITNESS LIST AND EXPERT WITNESS LIST mmla 11/17/16

DEF 1

11/21/16 WITNESS LIST amd 11/21/16

PTF 1

1/13/17 STIPULATION REQUESTING CONFERENCE mmla 1/13/17

PTF 1

DEF 1

1/17/17 STATUS CONFERENCE SET 1/18/17  11:00 A can 1/17/17

BEFORE: TALBOT, MICHAEL   LOC: VIA TELEPHONE

1/17/17 NOTICE OF STATUS CONFERENCE can 1/17/17

TALBOT, MICHAEL 21245

PTF 1

DEF 1

1/18/17 STATUS CONFERENCE   1/18/17 11:00 AM can 1/19/17

TALBOT, MICHAEL 21245  VIA TELEPHONE

STATE OF MICHIGAN

COURT OF CLAIMS

REGISTER 
OF

ACTIONS

 CASE ID
16-000118-MT

  C/COC/MI 

Public
 5/13/2019

 10:02:23 AM
Page: 2 of 4
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Activity Date Activity User Entry Date

PTF 1 TOMRA OF NORTH AMERICA, INC.

DEF 1 DEPARTMENT OF TREASURY

HELD    

1/19/17 OPINION AND ORDER can 1/19/17

TALBOT, MICHAEL 21245

DEF 1

1/19/17 REVIEW   6/6/17 8:00 AM can 1/19/17

CANCELLED    

CASE ADJUDICATED

1/19/17 CLOSE CASE STATUS   amd 1/24/17

1/19/17 ORDER FOR SUMMARY DISPOSITION amd 5/10/17

TALBOT, MICHAEL 21245

PTF 1

DEF 1

2/8/17 CLAIM OF APPEAL $25.00 mmla
mmla

2/8/17
2/8/17

PTF 1

2/8/17 RECEIVABLE  APPEALS FEE $25.00 mmla 2/8/17

2/8/17 PAYMENT  $25.00 mmla 2/8/17

RECEIPT NUMBER: COC-LAN.0001743

METHOD: CHECK  $25.00

2/16/17 COPY OF APPEARANCE AND NOTICE OF APPEARANCE IN THE COURT 
OF APPEALS

mmla 2/17/17

DEF 1

5/5/17 COMMENT   amd 5/9/17

Notification from the Court of Appeals requesting file within 21 days.

5/10/17 COMMENT   amd 5/10/17

File prepared and sent to the Court of Appeals electronically.

7/17/18 OPINION AND ORDER (FROM APPELLATE COURT) REVERSE AND 
REMAND

amd 7/17/18

8/29/18 JUDICIAL OFFICER REASSIGNED FROM TALBOT, MICHAEL   21245 amd 8/29/18

8/29/18 OPEN CASE STATUS   amd 8/29/18

PTF 1 TOMRA OF NORTH AMERICA, INC.

DEF 1 DEPARTMENT OF TREASURY

8/29/18 JUDICIAL OFFICER ASSIGNED TO O'BRIEN, COLLEEN A.  33095 amd 8/29/18

8/30/18 TELEPHONE CONFERENCE - COURT TO INITIATE THE 
CALL

CANCELLED 9/24/18  11:00 A amd 8/30/18

8/30/18 SUA SPONTE ORDER REGARDING STATUS CONFERENCE amd 8/30/18

9/12/18 NOTICE OF FILING AN APPLICATION FOR LEAVE TO APPEAL IN THE 
MICHIGAN SUPREME COURT

amd
amd

9/14/18
9/20/18

9/17/18 SUA SPONTE ORDER REGARDING CANCELLING STATUS CONFERENCE mmla 9/17/18

9/17/18 TELEPHONE CONFERENCE   9/24/18 11:00 AM mmla 9/17/18

CANCELLED    

OTHER

Sua Sponte Order Regarding Cancelling Status Conference

9/17/18 REVIEW FOR OUTCOME OF APPLICATION FOR LEAVE 
TO APPEAL

SET 5/31/19  8:00 A mmla 9/17/18

STATE OF MICHIGAN

COURT OF CLAIMS

REGISTER 
OF

ACTIONS

 CASE ID
16-000118-MT

  C/COC/MI 

Public
 5/13/2019

 10:02:23 AM
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5/13/2019 Case Search

https://courts.michigan.gov/opinions_orders/case_search/Pages/default.aspx?SearchType=1&CaseNumber=337663&CourtType_CaseNumber=2 1/3

Home Cases, Opinions & Orders

Case Search

03/29/2017 1 Claim of Appeal - Civil

03/17/2017 2 Order Appealed From

03/29/2017 3 No Transcript Will Be Filed

03/30/2017 4 Docketing Statement MCR 7.204H

04/04/2017 5 Submitted on Administrative Motion Docket

04/04/2017 6 Appearance - Appellee

04/07/2017 7 Order: Consolidate - Administrative

05/24/2017 8 Brief: Appellant

COA Case Number: 337663
MSC Case Number: 158335
TOMRA OF NORTH AMERICA INC V DEPARTMENT OF TREASURY

1 TOMRA OF NORTH AMERICA INC
Oral Argument: Y Timely: Y

PL-AT RET (59009) HAAS JUNE SUMMERS

2 TREASURY DEPARTMENT OF
Oral Argument: Y Timely: Y

DF-AE AG (74126) DAMICH SCOTT L

COA Status: Case Concluded; File Open MSC Status: Pending on Application
Case Flags: Electronic Record

336871 TOMRA OF NORTH AMERICA INC V DEPARTMENT OF TREASURY (Case Concluded; File Open)
Consolidations:

Appellate Docket Sheet

Case Docket Number Search Results - 337663

Fee Code: EPAY
Attorney: 59009 - HAAS JUNE SUMMERS

From: COURT OF CLAIMS
Case Number: 14-000091-MT
Trial Court Judge: 21245 TALBOT MICHAEL J
Nature of Case:

Summary Disposition Granted 

Date: 03/29/2017
Filed By Attorney: 59009 - HAAS JUNE SUMMERS
Comments: Per AT"s statement, linked to evt #1

For Party: 1 TOMRA OF NORTH AMERICA INC PL-AT
Proof of Service Date: 03/30/2017
Filed By Attorney: 59009 - HAAS JUNE SUMMERS

District: L
Item #: 11

Date: 04/04/2017
For Party: 2 TREASURY DEPARTMENT OF DF-AE
Attorney: 74126 - DAMICH SCOTT L

View document in PDF format
Panel: MFG
Comments: Consl: 336871, 337663

COA Docket Entries
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https://courts.michigan.gov/pages/default.aspx
https://courts.michigan.gov/opinions_orders/pages/default.aspx
http://publicdocs.courts.mi.gov/coa/public/orders/2017/336871_9_order.pdf


5/13/2019 Case Search
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06/27/2017 9 Stips: Extend Time - AE Brief

07/26/2017 10 Brief: Appellee

07/28/2017 11 Noticed

08/16/2017 12 Brief: Reply

08/22/2017 13 Record Request

04/04/2018 23 Submitted on Case Call

04/04/2018 24 Oral Argument Audio

07/17/2018 25 Opinion - Authored - Published

07/17/2018 26 Opinion - Dissent

08/28/2018 27 SCt: Application for Leave to SCt

08/28/2017 14 Electronic Record Filed

Proof of Service Date: 05/24/2017
Oral Argument Requested: Y
Timely Filed: Y
Filed By Attorney: 59009 - HAAS JUNE SUMMERS
For Party: 1 TOMRA OF NORTH AMERICA INC PL-AT
Comments: Exhib's efiled, not printed for file

Extend Until: 07/28/2017
Filed By Attorney: 74126 - DAMICH SCOTT L
For Party: 2 TREASURY DEPARTMENT OF DF-AE
P/S Date: 06/27/2017

Proof of Service Date: 07/26/2017
Oral Argument Requested: Y
Timely Filed: Y
Filed By Attorney: 74126 - DAMICH SCOTT L
For Party: 2 TREASURY DEPARTMENT OF DF-AE
Comments: Exhib's efiled, not printed for file

Record: REQST
Mail Date: 07/31/2017

Proof of Service Date: 08/16/2017
Oral Argument Requested: 
Timely Filed: Y
Filed By Attorney: 59009 - HAAS JUNE SUMMERS
For Party: 1 TOMRA OF NORTH AMERICA INC PL-AT
Comments: Filed in 336871

Mail Date: 08/22/2017
Agency: COURT OF CLAIMS

District: L
Item #: 7
Panel: MFG,KFK,MJR

View document in PDF format
Pages: 8
Panel: MFG,KFK,MJR
Author: MFG
Result: Reversed and Remanded

View document in PDF format
Pages: 3
Author: KFK

Supreme Court No: 158335
Answer Due: 09/25/2018
Fee: AG E-Transfer
For Party: 2
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http://publicdocs.courts.mi.gov/opinions/final/coa/20180717_c336871(29)_rptr_103o-336871-final-i.pdf
http://publicdocs.courts.mi.gov/opinions/final/coa/20180717_c336871(30)_rptr_103d-336871-final-i.pdf
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08/29/2018 28 SCt Case Caption

03/01/2019 29 Michigan Appeals Reports Publication

03/27/2019 30 SCt Order: Application - Grant

Case Listing Complete

Attorney: 74126 - DAMICH SCOTT L

Proof Of Service Date: 08/29/2018

325 Mich App 289

View document in PDF format
Comments: To be argued with MSC No. 158333, Tomra of NA v Dept of Treasury. 20-min OA per side.
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5/13/2019 Case Search

https://courts.michigan.gov/opinions_orders/case_search/Pages/default.aspx?SearchType=1&CaseNumber=336871&CourtType_CaseNumber=2 1/3

Home Cases, Opinions & Orders

Case Search

02/08/2017 1 Claim of Appeal - Civil

01/19/2017 2 Order Appealed From

02/08/2017 3 No Transcript Will Be Filed

02/16/2017 4 Appearance - Appellee

03/08/2017 5 Docketing Statement MCR 7.204H

03/28/2017 6 Stips: Extend Time - AT Brief

COA Case Number: 336871
MSC Case Number: 158333
TOMRA OF NORTH AMERICA INC V DEPARTMENT OF TREASURY

1 TOMRA OF NORTH AMERICA INC
Oral Argument: Y Timely: Y

PL-AT RET (59009) HAAS JUNE SUMMERS

2 TREASURY DEPARTMENT OF
Oral Argument: Y Timely: Y

DF-AE AG (74126) DAMICH SCOTT L

COA Status: Case Concluded; File Open MSC Status: Pending on Application
Case Flags: Electronic Record

337663 TOMRA OF NORTH AMERICA INC V DEPARTMENT OF TREASURY (Case Concluded; File Open)
Consolidations:

Appellate Docket Sheet

Case Docket Number Search Results - 336871

Proof of Service Date: 02/08/2017
Jurisdictional Checklist: Y
Register of Actions: Y
Fee Code: EPAY
Attorney: 59009 - HAAS JUNE SUMMERS

From: COURT OF CLAIMS
Case Number: 16-000118-MT
Trial Court Judge: 21245 TALBOT MICHAEL J
Nature of Case:

Summary Disposition Granted 

Date: 02/08/2017
Filed By Attorney: 59009 - HAAS JUNE SUMMERS
Comments: Per AT's stmt, linked to evt #1

Date: 02/16/2017
For Party: 2 TREASURY DEPARTMENT OF DF-AE
Attorney: 74126 - DAMICH SCOTT L

For Party: 1 TOMRA OF NORTH AMERICA INC PL-AT
Proof of Service Date: 03/08/2017
Filed By Attorney: 59009 - HAAS JUNE SUMMERS

Extend Until: 05/03/2017
Filed By Attorney: 59009 - HAAS JUNE SUMMERS
For Party: 1 TOMRA OF NORTH AMERICA INC PL-AT
P/S Date: 03/28/2017

COA Docket Entries
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5/13/2019 Case Search
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03/28/2017 7 Correspondence Sent

04/04/2017 8 Submitted on Administrative Motion Docket

04/07/2017 9 Order: Consolidate - Administrative

05/03/2017 10 Brief: Appellant

05/04/2017 11 Noticed

06/01/2017 14 Stips: Extend Time - AE Brief

06/29/2017 15 Motion: Extend Time - Appellee

07/11/2017 16 Submitted on Administrative Motion Docket

07/12/2017 17 Order: Extend Time - Appellee Brief - Grant

07/26/2017 18 Brief: Appellee

05/11/2017 12 Electronic Record Filed

Date: 03/28/2017
For Party: 1 TOMRA OF NORTH AMERICA INC PL-AT
Attorney: 59009 - HAAS JUNE SUMMERS
Comments: Stip letter to parties advising of due date for appellant's brief;stip miscalculated

District: L
Item #: 9

View document in PDF format
Panel: MFG
Comments: Consl: 336871, 337663

Proof of Service Date: 05/03/2014
Oral Argument Requested: Y
Timely Filed: Y
Filed By Attorney: 59009 - HAAS JUNE SUMMERS
For Party: 1 TOMRA OF NORTH AMERICA INC PL-AT
Comments: Exhib's efiled, not printed for file

Record: REQST
Mail Date: 05/05/2017

Extend Until: 07/05/2017
Filed By Attorney: 74126 - DAMICH SCOTT L
For Party: 2 TREASURY DEPARTMENT OF DF-AE
P/S Date: 06/01/2017

Proof of Service Date: 06/29/2017
Filed By Attorney: 74126 - DAMICH SCOTT L
For Party: 2 TREASURY DEPARTMENT OF DF-AE
Fee Code: STATE
Requested Extension: 07/26/2017
Answer Due: 07/06/2017

Event: 15 Extend Time - Appellee
District: L
Item #: 11

View document in PDF format
Event: 15 Extend Time - Appellee
Panel: MFG
Attorney: 74126 - DAMICH SCOTT L
Extension Date: 07/26/2017

Proof of Service Date: 07/26/2017
Oral Argument Requested: Y
Timely Filed: Y
Filed By Attorney: 74126 - DAMICH SCOTT L
For Party: 2 TREASURY DEPARTMENT OF DF-AE
Comments: Exhib's efiled, not printed for file
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08/16/2017 19 Brief: Reply

04/04/2018 27 Submitted on Case Call

04/04/2018 28 Oral Argument Audio

07/17/2018 29 Opinion - Authored - Published

07/17/2018 30 Opinion - Dissent

08/28/2018 31 SCt: Application for Leave to SCt

08/29/2018 32 SCt Case Caption

09/25/2018 33 SCt: Answer - SCt Application/Complaint

10/16/2018 34 SCt: Reply - SCt Application/Complaint

03/01/2019 35 Michigan Appeals Reports Publication

03/27/2019 36 SCt Order: Application - Grant

Case Listing Complete

Proof of Service Date: 08/16/2017
Oral Argument Requested: 
Timely Filed: Y
Filed By Attorney: 59009 - HAAS JUNE SUMMERS
For Party: 1 TOMRA OF NORTH AMERICA INC PL-AT

District: L
Item #: 7
Panel: MFG,KFK,MJR

View document in PDF format
Pages: 8
Panel: MFG,KFK,MJR
Author: MFG
Result: Reversed and Remanded

View document in PDF format
Pages: 3
Author: KFK

Supreme Court No: 158333
Answer Due: 09/25/2018
Fee: AG E-Transfer
For Party: 2
Attorney: 74126 - DAMICH SCOTT L

Proof Of Service Date: 08/29/2018

Filing Date: 09/25/2018
For Party: 1 TOMRA OF NORTH AMERICA INC PL-AT
Filed By Attorney: 59009 - HAAS JUNE SUMMERS
Timely: Y

Filing Date: 10/16/2018
For Party: 2 TREASURY DEPARTMENT OF DF-AE
Filed By Attorney: 74126 - DAMICH SCOTT L
Timely: Y

325 Mich App 289

View document in PDF format
Comments: To be argued with MSC No. 158335, Tomra of NA v Dept of Treasury. 20-min OA per side.
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http://publicdocs.courts.mi.gov/opinions/final/coa/20180717_c336871(30)_rptr_103d-336871-final-i.pdf
http://publicdocs.courts.mi.gov/sct/public/orders/158333_36_01.pdf
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STA TE OF MICHIGAN 

COURT OF CLAIMS 

TOMRA OF NORTH AMERICA v DEPARTMENT OF TREASURY, 

Case No. 14-000091-MT 

ORDER 

At a session of said Court held, 
Detroit, Wayne, Michigan, on 

June 12, 2015. 

Hon. Michael J. Talbot 

Defendant having filed a motion for summary disposition pursuant to MCR 2. l l 6(C)( 4); 

TT IS HEREBY ORDERED that Defendant's motion for summary disposition is GRANTED, 
and the matter is DISMISSED for lack of subject-matter jurisdiction. The parties' pending motions for 
summary disposition pursuant to MCR 2.116(C)(l 0) are denied as MOOT. 

This order resolves the last pending claim and closes the case. 

Hon. Michael J. Talbot 
Court of Claims Judge 

A true copy entered and certified by Jerome W. Zimmer Jr., Clerk, on 

JUN 1 2 2015 
Date 
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TOMRA OF NORTH AMERICA 

Plaintiff, 

V 

DEPARTMENT OF TREASURY, 

Defendant. 

ST ATE OF MICHIGAN 

COURT OF CLAIMS 

OPINION 

Case No. 14-000091-MT 

Hon. Judge Michael J. Talbot 

Before the Comi is the Department's motion for summary disposition pursuant to MCR 

2.116(C)(4). Because the Court lacks subject matter jurisdiction over Plaintiffs claims, the 

Department's motion is GRANTED, and the matter is DISMISSED. 

The relevant facts are undisputed. The Department audited Plaintiff's payments of sales 

tax and use tax for the period October I, 2003, through December 31 , 2008. Through this audit 

the Department determined that Plaintiff underpaid sales tax and use tax during this period. A 

bill for unpaid sales ta"< first issued from the Depaiiment on October 3 2011 . Plaintiff requested 

an informal conference to appeal this bill, and also fi led a claim for a refund of over $2M in sales 

tax it paid to the Department, but that Plaintiff now believed it was not required to pay. On 

February 7, 2014 the Department issued a decision upholding the final bill. On May 8 2014, 

Plaintiff filed its first complaint in the Court of Claims which became case number 14-000091-

MT. This complaint identified the "tax in controversy' as "Michigan sales tax ' for the years at 

issue. 

-I-
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On May 9, 2014, the Department issued two separate Final Assessments for the period at 

issue, one for unpaid sales tax and another for unpaid use tax . The sales tax assessment was for 

$829 114.15 while the use tax assessment was for $353,826.28. On June 19, 2014, Plaintiff 

mailed a letter and check to the Depaitment. The subject line of the letter states that it is in 

regard to: 

Use Tax for Tax Period: October I, 2003 to December 31 , 2008 
Final Bill for Taxes Due (Final Assessment) 
Issued: May 9, 2014 

In the body of the letter Plaintiff stated, "In connection with the above-referenced Final 

Bill for Taxes Due (Final Assessment), the Taxpayer is making a payment UNDER PROTEST 

in the amount of $829,114.15 . This payment should be applied first to outstanding tax due 

and then to interest due.' A check in the amount of $829,114.15 accompanied the letter. 

Following the explicit terms of the letter, the Department applied the payment first to the 

$353,826.28 due under the use tax assessment. The remainder was applied to the sales tax 

assessment. This, of course, left over $350,000 of the sales tax assessment unpaid. On July 29, 

2014 Plaintiff filed a second complaint in the Court of Claims. In this complaint, Plaintiff 

challenged only the sales tax assessment issued on May 9 2014. This Court subsequently 

consolidated the two cases into Docket No. 14-000091-MT. 

A motion for summary disposition brought under MCR 2. I l 6(C)( 4) tests a trial court s 

subject matier jurisdiction. "[S]ubject-matter jurisdiction is a courts right to exercise judicial 

power over a class of cases." 1 If a court lacks subject matter jurisdiction over a case, any action 

1 Harris v Vernier 242 Mich App 306, 319; 617 NW2d 764 (2000). 
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taken by the court other than to dismiss the case, is void.2 The Court must consider both the 

pleadings and the documentary evidence submitted by the parties when deciding a motion 

brought under MCR 2. I l 6(C)( 4 ). 3 

As it pertains to review of the Depariment's tax determinations, this Court' s jurisdiction 

is conferred by MCL 205.22.4 Under this statute, a taxpayer may elect to pursue an appeal either 

in the tax tribunal or in the Court of Claims.5 In either case "The uncontested portion of an 

assessment, order, or decision" must be paid "as a prerequisite to appeal.' 6 However, to invoke 

the jurisdiction of the Court of Claims, the taxpayer must also pay the disputed portion of the 

assessment, "including any applicable penalties and interest, under protest and claim a refund as 

part of the appeal."7 

In both of Plaintiff's complaints, the only tax contested is the sales tax. Thus, to invoke 

this Court's jurisdiction, Plaintiff was required to pay the full amount of the sales tax assessment 

and then claim a refund. Although Plaintiff tendered a check to the Department that was for the 

exact amount of the sales tax assessment, Plaintiff specifically directed the Department to credit 

this payment to its use tax assessment. The Department followed these directions to the letter 

2 Moody v Home Owners Ins Co, 304 Mich App 415, 427 n 3 · 849 NW2d 31 (2014 ). 

3 MCR 2. l l 6(G)(5). See also Moody, 304 Mich App at 426-428 (nothing in the jurisdictional 
statutes at issue required a court to limit its jurisdictional query to the allegations stated in the 
pleadings; thus, it was appropriate to consider discovery responses and other evidence to 
determine whether subject matter jurisdiction existed). 

4 See Toaz v Dep 't ofTreasu;y, 280 Mich App 457, 459-460; 760 NW2d 325 (2008) . 

5 MCL 205 .22(1 ). 

6 MCL 205.22(1 ). 

7 MCL 205.22(2). 
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and applied the remaining po1iion of the payment to Plaintifrs sales tax liability. The result of 

Plaintiffs direction to the Department was that the tax assessment Plaintiff now disputes, the 

sa1es tax assessment, was only partially paid. A partial payment is insufficient to invoke this 

Court's jurisdiction.8 Accordingly this Court lacks subject matter jurisdiction over Plaintiff's 

claims. 

Plaintiff first argues that this Court has jurisdiction because Plaintiff paid the entire sales 

tax assessment, and it was the Department that mistakenly credited the payment to Plaintiffs use 

tax assessment. However, the mistake here belongs to Plaintiff. Having tendered a check for the 

exact amount of the sales tax assessment, it would seem fairly obvious that Plaintiff intended to 

pay the sales tax assessment. This intent, however, went unrealized, due to what is likely a 

typographical error. Plaintiff's letter specifically directed the Department to apply this payment 

first to its use tax assessment, and the Department did precisely what Plaintiff asked. Plaintiff 

offers no authority that wou1d permit this Court to overlook or correct Plaintiff's error. 

Plaintiff next argues that the Department was required by MCL 205.24(1) to notify 

Plaintiff of the outstanding sales tax liability that sti ll existed after the payment was received. 

Pursuant to MCL 205.24(1), "lf a taxpayer fails or refuses to file a return or pay a tax 

administered under this act within the time specified the department, as soon as possible, shall 

assess the tax against the taxpayer and notify the taxpayer of the amount of the tax." The 

Department did precisely what is called for under the statute, notifying Plaintiff of the unpaid tax 

amounts in two separate assessments. Nothing in this statute requires the Depattment to provide 

8 Toaz 280 Mich App at 462 ("A pa1iial payment does not satisfy the statute ... . '). 
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another notice to Plaintiff after Plaintiff has paid all or prui of the assessment provided by the 

Department. 9 

Plaintiff next argues that the Department should be bound to its answer to Plaintiff's 

second complaint, which admitted as true Plaintiffs allegation that it had paid the entire sales tax 

assessment. It is true that, as a general matter, parties are bound by their pleadings.10 However, 

'defects in subject-matter jurisdiction cannot be waived . . . .' 11 Nor may subject-matter 

jurisdiction "be granted by implied or express stipulation of the litigants.' 12 In light of the 

undisputed facts , holding the Department to its answer would be akin to allowing the pruties to 

stipulate to this Court's jurisdiction. The Court cannot allow the parties to do so. 

For similar reasons the Court rejects Plaintiff's argument that based on its admission, the 

Department should be equitably estopped from asserting a lack of subject-matter jurisdiction. As 

Plaintiff acknowledges, 'subject-matter jurisdiction cannot be acquired by estoppel." 13 Plaintiff 

argues that it is not attempting to invoke estoppel to prevent the Department from arguing a lack 

of subject-matter jurisdiction, but rather, from arguing the factual matter of whether the sales tax 

assessment was paid in ful I. This is a distinction without a difference, as it is the very fact of full 

payment that confers jurisdiction on this Court. 

9 It is worth noting that in its letter, Plaintiff asked the Department to acknowledge receipt of the 
check by signing a copy of the letter and rehtrning it to Plaintiff. There is no evidence, however, 
that Plaintiff asked for confirmation that the sales tax assessment was paid in full until long after 
the time period for challenging the assessment had passed. 

10 Anaott v Chubb Group Ins, 270 Mich App 465,470; 717 NW2d 341 (2006). 

11 Moody , 304 Mich App at 439. 

12 Harris , 242 Mich App at 316. 

13 Bandfield v Wood, I 04 Mich App 279, 282; 304 NW2d 551 (1981 ). 
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Plaintiff next argue that an affidavit provided by the Department mu t be ignored 

because it contradicts the admission contained in the Department s answer. ln the affidavit at 

is u , Michael A. Eschelbach explains that the Department received Plaintiffs check. followed 

the instrnctions in Plaintiff's letter and applied the payment first to the use tax assessment, and 

then to the sales tax assessment. The cases relied on by Plaintiff hold that parties may not avoid 

summary disposition on a motion brought pursuant to MCR 2. I I 6(C)(l 0) by making factual 

a sertions that contradict prior deposition testimony, 14 a prior affidavit, 1- the party's own prior 

conduct 16 or prior testimony. 17 Thes cases are distinguishable both becau e none involves an 

affidavit that contradicts the pleading , and because all involve motions brought under MCR 

2.116(C)( I 0) not motions brought under M R 2.116(C)( 4). Nor is this a case where the 

Department is attempting to contrive a factua l issue. There is no dispute that Plaintiff asked the 

Department to apply its payment to the use tax assessment, and that the Depa1tment did precisely 

that. 

Finally Plaintiff argues that this is not a case of partial payment. Plaintiff s argument i 

based on its belief that it was the Department that mistakenJy applied Plaintiff's payment to the 

u e tax assessment. As has been discussed, it was Plaintiff that directed the Department to apply 

the payment to the use tax assessment, and the Department dutifully fo llowed that direction. 

14 Kaufman & Payton, PC v Nikki/a, 200 Mich pp 250, 256-257· 503 NW2d 728 (1993). 

15 Progressh e Timberlands, Inc v R & R Heavy Haulers, Inc 24 3 Mich App 404, 411 · 622 
W2d 533 (2000). 

16 Bergen v Baker, 264 Mich App 376, 389~ 691 NW2d 770 (2004). 

17 Palazzola v Karmaz;n Prods Corp 223 Mich App 141 , 155· 565 NW2d 868 (1997). 
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Thu , lhi is a case of partial payment, one which renders this Court without subj ct matter 

juri di tion. 

Dated : June 12, 2015 

Chief Judge Court of Claims 
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STATE OF MicmGAN 

COURT OF CLAIMS 

TOMRA OF NORTH AMERICA, INC v DEPT OF TREASURY 

Case No. 14-000091-MT 

ORDER 

At a session of said Court held in, 
Detroit, Wayne, Michigan, on 

July 8, 2015. 

Hon. Michael J. Talbot 

1T IS HEREBY ORDERED that Plaintiff's Motion for Reconsideration of this Court's 
June 12, 2015 Opinion and Order is DENTED. ''Ordinarily, a trial court has discretion on a motion for 
reconsideration to decline to consider new legal theories or evidence that could have been presented 
when the motion was initially decided." Yoast v Caspari, 295 Mich App 209, 220; 813 NW2d 783 
(2012). The legal theories presented by Plaintiff could have been, but were not, presented by Plaintiff in 
response to Defendant's motion. The Court also concludes that Plaintiffs new theories lack merit. 
Because Plaintiff did not fully pay the contested portion of sales tax, penalties, and interest before filing 
either of its complaints, the Court lacks subject matter jurisdiction over both complaints. MCL 205.22; 
Toaz 11 Dep '! o.f Treas111y, 280 Mich App 457; 760 NW2d 325 (2008). 

Michael J. Talbot, Chief Judge 

A true copy entered and certified by Jerome W. Zimmer Jr. , Clerk, on 

JUL - 8 2015 
Date 
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STATE OF MICHIGAN 

COURT OF CLAIMS 

TOMRA OF NORTH AMERICA INC V DEPT OF TREASURY 

CASE NO.16-00011 8-MT 

ORDER 

At a session of said Court held in, 
Detroit, Wayne, Michigan, on 

January 19, 2017. 

HON. Michael J. Talbot 

Plaintiff having fi led a motion for partial summary disposition and declaratory judgment, 
and Defendant having filed a response seeking summary judgment pursuant to MCR 2.1 16(1)(2); 

fT IS HEREBY ORDERED that Plaintiffs motion is DENTED. Summary disposition is 
GRANTED in favor of Defendant pursuant to MCR 2. l l 6(1)(2). 

This order resolves the last pending claim and closes the case. 

Michael J. Talbot, Chief Judge 

A true copy entered and certified by Jerome W. Zimmer Jr., Clerk, on 

JAN 1 9 2017 
Date 
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STATE OF MICHIGAN 

COURT OF CLAIMS 

TOM RA OF NORTH AMERICA, INC. , 

Plaintiff: 

V 

DEPARTMENT OF TREASURY, 

Defendant. 

OPINION 

Case No. 16-000118-MT 

Hon. Michael J. Talbot 

Before the Court is Plaintiff's motion for partial summary disposition and declaratory 

judgment. For the reasons discussed below, Plaintifrs motion is DENIED. Because Plaintiff is 

not entitled to the exemption at issue in this matter, the Department is entitled to summary 

disposition pursuant to MCR 2. 11 6(1)(2). 

At issue is Plaintiffs tax liability under the General Sales Tax Act (GSTA)
1 

and Use Tax 

Act (UTA/ for the period of March 1, 2011 , through December 31, 2011. Plaintiff sells and 

leases container recycling machines,3 and sells repair parts for the machines, to customers in 

Michigan.4 These machines are commonly used in grocery stores to accept aluminum cans, glass 

1 MCL 205.51 et seq. 
2 MCL 205.91 et seq. 
3 These machines are also refened to as "reverse vending machines." 
4 The machines and parts are manufactured by TOMRA Systems ASA, who sells the machjnes 
and parts to Plaintiff. Plaintiff also provided repair services to its customers under separate 
service contracts. The Department asserts that a factual question exists regarding whether 

-1-
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bottles, and plastic bottles for recycl ing. Some machines accept only one type of container; 

some accept both plastic and aluminum containers. After reading a can or bottle's universal 

product code (UPC) to determine whether it may be accepted, the machines sort the cans and 

bottles by type. Aluminum cans are crushed and placed in a bin for collection. Plastic bottles 

are sorted by color, punctured, compacted, and moved to a collection bin. Glass bottles are 

sorted by color and moved to collection bins. 

The bottles are then transported to Schupan Recycling (Schupan). Transportation from 

the site of collection (i.e., the grocery store) to Schupan's facil ities is primarily provided by 

UBCR, LLC, which is a joint venture formed between Plainti ff and Schupan. At Schupan's 

fac ilities, the cans and bottles are dumped from collection bins on to conveyor belts. Aluminum 

cans are compacted into bales, as are plastic bottles; glass bottles are stored. Schupan markets 

these materials to other companies, who purchase and remanufacture the materials into other 

products. 

For the tax period at issue in this rnatter, when Plaintiff sold or leased a recycling 

machine, Plaintiff collected sales tax from the customer. Plaintiff would then remit the collected 

sales tax to the Department. In total, Plaintiff remitted $673,5 11 .65 in sales tax to the 

Department. During this same period, Plaintiff remitted $24,992.95 in use tax related to parts 

used to repair the recycling machines sold or leased by Plaintiff. Plaintiff later sought a refund 

of these amounts, believing that its sales of recycling machines and repair parts were exempt 

Plaintiff or UBCR, LLC performed maintenance and repair work on the recyc ling machines, and 
that fmiher discovery is necessary to resolve this issue. While the Court agrees that fmiher 
discovery appears necessary to resolve the question, ultimately , this question is not relevant to 
resolving the dispute. 
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from taxation under the GST A and UT A. After the Department failed to respond to the refund 

request, Plaintiff filed the instant suit. 

As Plaintiff explains in its motion, it "seeks a ruling solely on the legal question, for 

which the facts are not in dispute, of whether the Container Recycling Machines and repair parts 

at issue in this case perform or are used in an indust1ial processing activity under MCL 205.54t 

and 205.940." In relevant pm1, MCL 205.54t, which creates the GSTA's industrial processing 

exemption, provides: 

(3) Industrial processing includes the following activities: 

* * * 

(d) Inspection, quality control, or testing to determine whether particular units of 
materials or products or processes conform to specified parameters at any time 
before materials or products first come to rest in finished goods inventory storage. 

* * * 

(g) Remanufacniring. 

* * * 

(i) Recycling of used materials for ultimate sale at retail or reuse. 

U) Production material handling. 

* * * 

(4) Property that is eligible for an industrial processing exemption includes the 
fo llowing: 

* * * 

(b) Machinery, equipment, tool s, dies, patterns, foundations for machinery or 
equipment, or other processing equipment used in an industrial processing activity 
and in their repair and maintenance. 

The statute defines " industrial processing" as: 

-3-
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the activity of converting or conditioning tangible personal property by changing 
the form, composition , quality, combination, or character of the property for 
ultimate sale at retai l or for use in the manufacturing of a product to be ultimately 
sold at retail. Industrial processing begins when tangible personal property begins 
movement from raw materials storage to begin industrial processing and ends 
when finished goods first come to rest in finished goods inventory storage.1

5
1 

The UTA contains identical language in MCL 205.940, with the exception that MCL 

205. 940(1) identifies the UT A, rather than the GSTA, as the tax to which the exemption applies. 

Thus, whether addressing the GST A or the UTA, the analysis of the question presented by 

Plaintiff is the same. 

Plaintiff argues that its recycl ing machines perform activities falling within MCL 

205.54t(3)(d), (3)(g), (3)(i), and (3)U), and the parallel provisions of the UTA's industrial 

processing exemption, MCL 205.94o(3)(d), (3)(g), (3)(i), and (3)U). The Depaiiment contends 

that Plaintiffs recycl ing machines are not a part of the industrial process described by MCL 

205 .54t(7)(a) and MCL 205.94o(7)(a), and thus, not entitled to the exemption. In its reply, 

Plaintiff argues that the Department 1s attempting to use MCL 205.54t(7)(a) and MCL 

205.94o(7)(a) to improperly restrict the scope of MCL 205.54t(3) and MCL 205.940(3). 

Reading the relevant statutory provisions together, the Court concludes that Plaintiff is not 

entitl ed to the industrial process ing exemption under the GSTA and UT A. 

Resolution of the question presented to this Court hinges on a proper understanding of 

when industri al processing begins and ends. Pursuant to MCL 205.54t(7)(a) and MCL 

205.94o(7)(a), industrial processing " begins when tangible personal property begins movement 

from raw materials storage to begin industrial processing and ends when finished goods fust 

5 MCL 205.54t(7)(a). 
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come to rest in finished goods inventory storage." Fu1ther defining the start of the process, MCL 

205.54t(6)(a) and MCL 205.94o(6)(a) provide that the " receiving" and "storage of raw 

materials" are activities not included in the industrial process.6 Under the plain language of these 

statutory provisions, industrial processing begins when stored raw materials begin the process of 

being altered into a finished good. 

Plaintiff's machines do not take raw materials from storage to begin the journey to 

becoming a fini shed good. Rather, Plaintiffs machines take a finished good and place it into 

storage. The recycling machines collect cans and bottles from consumers and place them in 

collection bins. These stored materials are then transferred on to others who transform the cans 

and bottles into fi nished goods. At best, the machines are the means ofreceiving and storing raw 

materials, an activity that is plainly not part of the industrial process.7 Thus, Plaintiff's recycling 

machines are not themselves pa1i of the industrial process. Indeed, and as the Department aptly 

points out, if Plaintiff' s machines were to be considered part of the industrial process, the bottles 

and cans that these machines col lect would have to be in " raw materials storage" before the 

bottles and cans are deposited in Plaintiffs machines. 8 For that to be true, this Court would have 

to conclude that the cans and bottles are in "raw materials storage" when the empty bottles and 

cans are in the possession of the individual who consumed the beverage formerly found within 

the can or bottle . Such a result is simply irrational. 

6 MCL 205.54t(6)(b) and MCL 205.94o(6)(b) state that industrial processing does not include 
"[s]ales, distribution , warehousing, shipping, or advertising activities[,]" further demarcating the 
end of the industrial process. However, it is the start of the process, not the end, that is in dispute 
in this matter. 
7 MCL 205.54t(6)(a); MCL 205.94o(6)(a). 
8 MCL 205.54t(7)(a); MCL 205.94o(7)(a). 
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Plaintiff relies on four specific provisions of MCL 205.54t(3) and MCL 205.940(3) that 

identify specific activities that arc considered industrial processing. And if one were to read 

these provisions in isolation, one might conclude that Plaintiffs recycling machines are engaged 

in industrial processing. 9 However, statutes must be read as a whole. 10 " Individual words and 

phrases, while important, should be read in the context of the entire legislative scheme." 11 Here, 

the legislative scheme is clear from a plain reading of the relevant statutes in their entirety. The 

start and end of the industrial process is defined by the second sentence of MCL 205.54t(7)(a) 

and MCL 205.94o(7)(a). MCL 205.54t(3) and MCL 205.940(3) do not alter when the process 

begins and ends. Rather, these latter statutes enumerate specific activities that, when they occur 

between the start and end point of the industrial process, are industrial processing activities. 12 

Plaintiffs suggested reading of the relevant statutes also creates a potential conflict 

among the statutory provisions. If Plaintiff is correct, its machines are engaged in the industrial 

process at a point before raw materials are placed in storage. This confli cts with the definition of 

industrial processing stated in MCL 205.54t(7)(a) and MCL 205.94o(7)(a) . Plaintiff would also 

be engaged in industrial processing when it is receiving and storing raw materials, activities that 

9 See, e.g., MCL 205.54t(3)(d) ("Inspection, quality control, or testing to determine whether 
particular units of materials or products or processes conform to specified parameters at any time; 
before materials or products first come to rest in fini shed goods inventory storage."). At least 
arguably, Plaintifrs m achines inspect the cans and bottles, by scanning UPC codes, to determine 
whether the can or bottle meets specified parameters. 
10 Porter v McClea,y, 484 Mich 397, 411 ; 774 NW2d l (2009). 

11 Id. 

12 See Detroit Edison Co v Dep 't of Treaswy, 498 Mich 28, 39; 869 NW2d 810 (2015) 
("Because ' industTial processing' is defined by MCL 205.94o(7)(a), the analysis begins there. If 
' industrial processing' activity is not occurring under either MCL 205.94o(7)(a) or MCL 
205.940(3), the latter of which enumerates certain activities that constitute (industrial 
processing,' the analysis is complete and the taxpayer is entitled to no exemption."). 
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are plainly excluded as industrial processmg activities by MCL 205.54t(6)(a) and MCL 

205. 94(6)(b ). One of the ·'most basic principles of statutory construction" is that "provisions of a 

statute that could be in conflict must, if possible, read harmoniously." 13 Harmonizing these 

provisions is a fairly simple exercise: those activities defined by MCL 205.54t(3) and MCL 

205.940(3) that occur during the industrial process - i.e., between the time when "tangible 

personal prope1iy begins movement from raw material s storage to begin industrial processing 

and ends when finished goods first come to rest in finished goods inventory storage[,]" 14 are part 

of the industrial process. Thus, regardless of whether Plaintiff's recycling machines perform 

tasks that might fit within any specific provision of MCL 205.54t(3) or MCL 205.940(3), 

because those activities occur before the industrial process begins, the exemptions found in MCL 

205.54t and MCL 205.940 do not apply. 

The claims raised in Plaintiffs complaint all hinge on its ability to utilize the exemptions 

found in MCL 205.54t and MCL 205.940. Because these exemptions do not apply, the 

Department is entitled to summary disposition pursuant to MCR 2.1 l 6(1)(2). 

Dated: January 19, 2017. 
Michael J. Talbot 
Court of Claims Judge 

13 Nowell v Titan ins Co, 466 Mich 478,482; 648 NW2d 157 (2002). 
14 MCL 205.54t(7)(a); MCL 205.94a(7)(a) . 
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Before:  GADOLA, P.J., and K. F. KELLY and RIORDAN, JJ. 
 
GADOLA, P.J. 

 In these consolidated cases, plaintiff, Tomra of North America, Inc., appeals as of right 
the orders of the Court of Claims granting summary disposition to defendant, the Department of 
Treasury.  In its opinion, the Court of Claims concluded that plaintiff’s beverage-container-
recycling machines did not qualify for the industrial-processing exemption to tax liability as set 
forth in the General Sales Tax Act (GSTA), MCL 205.51 et seq., and the Use Tax Act (UTA), 
MCL 205.91 et seq.  We reverse and remand.   

I.  FACTS 

 The facts relevant to this appeal are largely undisputed.  Plaintiff sells and leases the 
container-recycling machines commonly found in grocery stores and also sells repair parts for 
those machines.  These machines accept aluminum cans, glass bottles, and plastic bottles for 
recycling.  When a can or bottle is placed in the machine, the machine reads the universal 
product code (UPC) and then sorts the accepted cans and bottles.  Aluminum cans are crushed; 
plastic bottles are sorted by color, punctured, and compacted; and glass bottles are sorted by 
color.  All containers are then moved to collection bins and thereafter transported to a recycling 
facility.  At the recycling facility, the containers are dumped onto conveyor belts.  Glass bottles 
are stored, while aluminum cans and plastic bottles are compacted into bales.  The recycling 
facility sells the cans and bottles to manufacturers who remanufacture the materials into other 
products. 

 In this case, the parties dispute plaintiff’s obligation to pay sales and use tax with respect 
to the container-recycling machines for the period of March 1, 2011 through December 31, 2011.  
During that tax period, plaintiff collected sales tax from customers to whom they sold or leased 
container-recycling machines, and plaintiff paid the sales tax collected to defendant.  Similarly, 
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during that tax period, plaintiff paid use tax to defendant related to parts used in repairing the 
container-recycling machines sold or leased by plaintiff.1   

 Plaintiff thereafter sought a refund of these amounts on the basis that its sales of 
recycling machines and repair parts were exempt from taxation under the GSTA and UTA.  After 
defendant failed to respond to the refund request, plaintiff filed this action in the Court of 
Claims.  Plaintiff thereafter moved for summary disposition pursuant to MCR 2.116(C)(10), 
seeking a ruling on the question whether plaintiff’s container-recycling machines and repair parts 
perform, or are used in, an industrial-processing activity under the GSTA and UTA.  The Court 
of Claims denied plaintiff’s motion, and pursuant to MCR 2.116(I)(2), instead granted defendant 
summary disposition, holding that plaintiff’s container-recycling machines and repair parts are 
not used in an industrial-processing activity under the GSTA and the UTA and that plaintiff 
therefore is not entitled to exemption from sales and use tax for the sale and lease of the 
machines and their repair parts.  Plaintiff now appeals. 

II.  DISCUSSION 

 Plaintiff contends that the Court of Claims erred by holding that plaintiff’s container-
recycling machines and repair parts are not used in an industrial-processing activity under the 
GSTA and the UTA, and therefore erred by granting summary disposition to defendant.  We 
agree.   

 We review de novo a trial court’s grant or denial of summary disposition.  Hoffner v 
Lanctoe, 492 Mich 450, 459; 821 NW2d 88 (2012).  In reviewing a decision on a motion for 
summary disposition under MCR 2.116(C)(10), we review the record in the same manner as the 
trial court, considering the pleadings, affidavits, depositions, admissions, and any other evidence 
in favor of the party opposing the motion.  Maiden v Rozwood, 461 Mich 109, 120; 597 NW2d 
817 (1999).  A motion for summary disposition under MCR 2.116(C)(10) tests the factual 
sufficiency of a claim and is appropriately granted when, except as to the amount of damages, 
there is no genuine issue as to any material fact and the moving party is entitled to judgment as a 
matter of law.  Joseph v Auto Club Ins Ass’n, 491 Mich 200, 206; 815 NW2d 412 (2012).  We 
also review de novo the proper interpretation of statutes such as the GSTA and the UTA.  See 
Fradco, Inc v Dep’t of Treasury, 495 Mich 104, 112; 845 NW2d 81 (2014); see also Granger 
Land Dev Co v Dep’t of Treasury, 286 Mich App 601, 608; 780 NW2d 611 (2009).   

 Section 4t of the GSTA, MCL 205.54t, sets forth the industrial-processing exemption 
from the sales tax.2  The statute provides, in relevant part: 

 
                                                 
1 During this tax period, plaintiff remitted $673,511.65 in sales tax and $24,992.95 in use tax to 
defendant.   
2 The UTA sets forth parallel provisions in MCL 205.94o such that, as the Court of Claims 
noted, “whether addressing the GSTA or the UTA, the analysis of the question presented by 
Plaintiff is the same.” 
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 (1) The sale of tangible personal property to the following . . . is exempt 
from the tax under this act: 

 (a) An industrial processor for use or consumption in industrial 
processing. 

 (b) A person, whether or not the person is an industrial processor, if the 
tangible personal property is intended for ultimate use in and is used in industrial 
processing by an industrial processor. 

 (c) A person, whether or not the person is an industrial processor, if the 
tangible personal property is used by that person to perform an industrial 
processing activity for or on behalf of an industrial processor. 

*   *   * 

 (3) Industrial processing includes the following activities: 

*   *   * 

 (d) Inspection, quality control, or testing to determine whether particular 
units of materials or products or processes conform to specified parameters at any 
time before materials or products first come to rest in finished goods inventory 
storage. 

*   *   * 

 (g) Remanufacturing. 

*   *   * 

 (i) Recycling of used materials for ultimate sale at retail or reuse. 

 (j) Production material handling. 

 (k) Storage of in-process materials. 

 (4) Property that is eligible for an industrial processing exemption includes 
the following: 

*   *   * 

 (b) Machinery, equipment, tools, dies, patterns, foundations for machinery 
or equipment, or other processing equipment used in an industrial processing 
activity and in their repair and maintenance. 

*   *   * 

 (6) Industrial processing does not include the following activities: 
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 (a) Purchasing, receiving, or storage of raw materials. 

 (b) Sales, distribution, warehousing, shipping, or advertising activities. 

*   *   * 

 (7) As used in this section: 

 (a) “Industrial processing” means the activity of converting or 
conditioning tangible personal property by changing the form, composition, 
quality, combination, or character of the property for ultimate sale at retail or for 
use in the manufacturing of a product to be ultimately sold at retail.  Industrial 
processing begins when tangible personal property begins movement from raw 
materials storage to begin industrial processing and ends when finished goods 
first come to rest in finished goods inventory storage. 

 (b) “Industrial processor” means a person who performs the activity of 
converting or conditioning tangible personal property for ultimate sale at retail or 
use in the manufacturing of a product to be ultimately sold at retail. 

 Entitlement to an exemption under the GSTA is determined by what use the customer 
makes of the product sold by the taxpayer.  Elias Bros Restaurants, Inc v Treasury Dep’t, 452 
Mich 144, 154, 156; 549 NW2d 837 (1996); accord Detroit Edison Co v Dep’t of Treasury, 498 
Mich 28, 37; 869 NW2d 810 (2015).  Tax exemptions are disfavored, and the burden of proving 
entitlement to a tax exemption is upon the party asserting the right to the exemption.  Elias Bros, 
452 Mich at 150.  Further, tax exemptions are strictly construed against the taxpayer and in favor 
of the taxing unit.  Ladies Literary Club v Grand Rapids, 409 Mich 748, 753; 298 NW2d 422 
(1980) (citation omitted).   

 As set forth under MCL 205.54t(1)(c), the sale of tangible personal property is exempt 
from sales tax if the tangible personal property is used by the buyer to perform an industrial-
processing activity for or on behalf of an industrial processor.  Under MCL 205.54t(4)(b), 
property that is eligible for an industrial-processing exemption includes “[m]achinery, 
equipment, tools, dies, patterns, foundations for machinery or equipment, or other processing 
equipment used in an industrial processing activity and in their repair and maintenance.”  In this 
appeal, the question is whether the container-recycling machines plaintiff sells and leases are 
machinery used by plaintiff’s customers in an “industrial processing activity” within the meaning 
of the statute.   

 An “industrial processing activity” is not defined by the statute, but the statute does 
define “industrial processing” as “the activity of converting or conditioning tangible personal 
property by changing the form, composition, quality, combination, or character of the property 
for ultimate sale at retail or for use in the manufacturing of a product to be ultimately sold at 
retail.”  MCL 205.54t(7)(a).  MCL 205.54t also specifies activities that are considered to be 
industrial processing, including, under Subsection (3)(d), the “[i]nspection, quality control, or 
testing to determine whether particular units of materials or products or processes conform to 
specified parameters at any time before materials or products first come to rest in finished goods 
inventory storage”; under Subsection (3)(g), remanufacturing; under Subsection (3)(i), recycling 
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of used materials for ultimate sale at retail or reuse; under Subsection (3)(j), production material 
handling; and under Subsection (3)(k), storage of in-process materials.  The statute also specifies 
activities that are not included in industrial processing, including, under Subsection (6)(a), the 
purchasing, receiving, or storage of raw materials, and under Subsection (6)(b), sales, 
distribution, warehousing, shipping, or advertising activities.   

 Subsection (7)(a), in addition to defining industrial processing, also provides that 
“[i]ndustrial processing begins when tangible personal property begins movement from raw 
materials storage to begin industrial processing and ends when finished goods first come to rest 
in finished goods inventory storage.”  In light of this provision, the Court of Claims in this case 
concluded that plaintiff’s container-recycling machines could not be engaged in an industrial-
processing activity because the machines do not perform their task after tangible personal 
property begins movement from raw-materials storage to begin industrial processing.  That is, 
the tangible personal property in this case that is to be converted or conditioned through 
industrial processing is the cans and bottles that consumers commonly return to a grocery store.  
Generally, these cans and bottles are not first placed in “raw materials storage” before the 
consumer places them in the machines.3  The Court of Claims concluded that because the cans 
and bottles were not first placed in raw-materials storage before being placed in the machines, 
whatever function the machines performed could never be considered an industrial-processing 
activity.  The Court of Claims stated: 

[R]egardless of whether Plaintiff’s recycling machines perform tasks that might 
fit within any specific provision of MCL 205.54t(3) or MCL 205.94o(3), because 
those activities occur before the industrial process begins, the exemptions found 
in MCL 205.54t and MCL 205.94o do not apply.   

 The Court of Claims construed this provision as meaning precisely what it says—that 
industrial processing begins when tangible personal property begins movement from raw-
materials storage to begin industrial processing.  We agree.  However, the Court of Claims also 
construed this sentence to mean that industrial processing can never occur unless, first, tangible 
personal property begins movement from raw-materials storage.4  The statute does not so 
provide, and we think it unlikely that the Legislature intended that interpretation.   

 A court’s primary task when interpreting a statute is to discern and give effect to the 
intent of the Legislature.  Ford Motor Co v Dep’t of Treasury, 496 Mich 382, 389; 852 NW2d 
786 (2014).  In doing so, we first consider the statutory language itself; if the language is 

 
                                                 
3 One can envision exceptions, such as when the cans and bottles are first collected at some other 
point, such as at a retailer that does not have a container-recycling machine, before being 
transported to a location that does have a container-recycling machine.   
4 An apt analogy is the statement “The movie starts at 9:00.”  The statement means what it 
says—that the movie starts at 9:00.  But shall we read into the statement the additional meaning 
that “the movie starts at no other time than 9:00”?  There may, perhaps, also be a 7:00 showing, 
and another at 11:00.   
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unambiguous, we conclude that the Legislature must have intended the clearly expressed 
meaning and we enforce the statute as written.  Id.  A statute is not ambiguous merely because a 
term is undefined or has more than one definition, but ambiguity exists when statutory language 
“is equally susceptible to more than a single meaning.”  Klida v Braman, 278 Mich App 60, 65; 
748 NW2d 244 (2008); see also Marcelle v Taubman, 224 Mich App 215, 219; 568 NW2d 393 
(1997).   

 Moreover, “what is plain and unambiguous often depends on one’s frame of reference,” 
US Fidelity & Guaranty Co v Mich Catastrophic Claims Ass’n (On Rehearing), 484 Mich 1, 13; 
795 NW2d 101 (2009) (quotation marks and citation omitted); to determine that frame of 
reference, one must consider the context of the passage by reading it “in relation to the statute as 
a whole and [to] work in mutual agreement” with the remainder of the statute.  Id.  We therefore 
read a statute “ ‘as a whole and in its grammatical context, giving each and every word its plain 
and ordinary meaning unless otherwise defined.’ ”  Book-Gilbert v Greenleaf, 302 Mich App 
538, 541; 840 NW2d 743 (2013), quoting In re Receivership of 11910 South Francis Rd, 492 
Mich 208, 222; 821 NW2d 503 (2012).  In so doing, we “avoid a construction that would render 
any part of a statute surplusage or nugatory, and ‘[w]e must consider both the plain meaning of 
the critical words or phrases as well as their placement and purpose in the statutory scheme.’ ”  
People v Redden, 290 Mich App 65, 76-77; 799 NW2d 184 (2010) (citation omitted).  We also 
note that, although tax exemptions are construed strictly against the taxpayer, Ladies Literary 
Club, 409 Mich at 753, any ambiguity found in a tax statute is construed in favor of the taxpayer, 
Signature Villas, LLC v Ann Arbor, 269 Mich App 694, 702; 714 NW2d 392 (2006).   

 As noted, MCL 205.54t provides for an industrial-processing exemption for the tax 
imposed by the GSTA.  The statute therefore focuses, of necessity, on which activities fall within 
the purview of “industrial processing.”  Indeed, the statute is devoted almost entirely to 
describing the activities that constitute, or do not constitute, industrial processing.   

 Among the activities that are specified by the statute as falling within the definition of 
industrial processing are activities that are unlikely to begin with “tangible personal property 
begin[ning] movement from raw materials storage to begin industrial processing . . . .”  MCL 
205.54t(7)(a).  Subsection (3)(e) provides that industrial processing includes “[p]lanning, 
scheduling, supervision, or control of production or other exempt activities.”  Subsection (3)(f) 
provides that industrial processing includes “[d]esign, construction, or maintenance of 
production or other exempt machinery, equipment, and tooling.”  Clearly, the activities of 
planning, scheduling, and designing are likely to predate tangible personal property beginning 
movement from raw-materials storage to begin industrial processing.  Nonetheless, our 
Legislature clearly intended, as evidenced by the language of these statutory provisions, to 
include these activities within the definition of industrial processing.  We will not, therefore, read 
the language of Subsection (7)(a)—that “[i]ndustrial processing begins when tangible personal 
property begins movement from raw materials storage to begin industrial processing”—as a 
temporal requirement that would render these portions of the statute meaningless.  That is, we 
will not read into the plain language of the statute the stricture that no activity qualifies as 
industrial processing unless it is predated by tangible personal property leaving raw-materials 
storage.  The statute does not state that industrial processing must begin this way but rather states 
that when tangible personal property begins movement from raw-materials storage to begin 
industrial processing, one can rest assured that industrial processing has begun.   
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 To discern the intention of the Legislature, statutory provisions should not be read in 
isolation, which can lead to a distortion of legislative intent.  Robinson v Lansing, 486 Mich 1, 
15; 782 NW2d 171 (2010).  “A provision that may seem ambiguous in isolation often is clarified 
by the remainder of the statutory scheme.”  MidAmerican Energy Co v Dep’t of Treasury, 308 
Mich App 362, 370; 863 NW2d 387 (2014) (citation and quotation marks omitted).  In this case, 
we observe that Subsection (6) of the statute specifies activities that are not considered industrial 
processing.  Among the activities not considered to be industrial processing is the “storage of 
raw materials.”  MCL 205.54t(6)(a).  Having made clear that the storage of raw materials is not 
industrial processing, Subsection (7)(a) then makes clear that once “tangible personal property 
begins movement from raw materials storage to begin industrial processing,” the activity does 
qualify as industrial processing.  Our Legislature thus articulated exactly which activities related 
to the storage of raw materials are and are not included in industrial processing, thereby 
providing guidance for determining exactly when in the continuum tangible personal property 
makes the transition from storage (not exempt) to activities of industrial processing (exempt).  
This provision does not attempt to foreclose the possibility that industrial processing could occur 
without the initial step of moving raw materials from storage,5 or when tangible items are never 
in raw-materials storage, and we decline to so expand the provision.   

 In construing the statute, and in keeping with the statute’s intent, our Supreme Court has 
emphasized that entitlement to an exemption under the GSTA is determined by what use the 
customer makes of the product sold by the taxpayer.  Elias Bros, 452 Mich at 154, 156.  In 
reaching its conclusion in this case, the Court of Claims found determinative not the use to which 
the container-recycling machines were put, but rather when, and perhaps where,6 the equipment 
 
                                                 
5 We note that our Supreme Court in Detroit Edison Co, 498 Mich at 42, reached an analogous 
conclusion that industrial processing had occurred despite the inability to meet the industrial-
processing continuum described in MCL 205.54t.  In that case, because the property involved 
was electricity, our Supreme Court determined that industrial processing was complete when the 
electricity reached the consumer, despite the fact that “there is simply no point within the electric 
system at which ‘finished goods first come to rest in finished goods inventory storage’ before 
[reaching the consumer].”  Id.  The failure of electricity to come to rest as a finished good in 
inventory storage did not disqualify the transmission of electricity to consumers from the 
exemption.  Similarly in this case, because of the nature of deposit-return recycling, there is 
simply no point at which (other than in the hands of the consumer) the cans and bottles are in 
raw-materials storage.  But as in Detroit Edison Co, that fact does not create a statutory barrier to 
entitlement to the exemption for qualifying activities that happen to take place at the beginning 
of the process rather than the end.   
6 If the container-recycling machines were located somewhere less convenient to consumers than 
grocery stores, such as at a distant recycling facility, the cans and bottles would presumably need 
to be collected and stored before reaching the machines.  Assuming for the sake of argument that 
the machines are performing tasks that otherwise would be considered an industrial-processing 
activity, under the Court of Claims’ analysis the location of the machines becomes determinative 
of whether an exemption is warranted, which is contrary to the Supreme Court’s determination in 
Elias Brothers. 
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was used in relation to raw-materials storage.  In light of our Supreme Court’s directive, we 
remand to the Court of Claims for reconsideration of whether plaintiff is entitled to a tax 
exemption under the GSTA and UTA.   

 Reversed and remanded for further proceedings consistent with this opinion.  We do not 
retain jurisdiction.  

/s/ Michael F. Gadola 
/s/ Michael J. Riordan 
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Before:  GADOLA, P.J., and K. F. KELLY and RIORDAN, JJ. 
 
K. F. KELLY, J. (dissenting). 

 I respectfully dissent.  Because the machines are not involved in “industrial processing” 
as that term is defined in MCL 205.54t(7)(a), I would affirm the Court of Claims’ well-reasoned 
decision.   

 The analysis in this case should begin and end with the statutory definition of “industrial 
processing” as set forth in Subsection (7)(a), which provides:  

 “Industrial processing” means the activity of converting or conditioning 
tangible personal property by changing the form, composition, quality, 
combination, or character of the property for ultimate sale at retail or for use in 
the manufacturing of a product to be ultimately sold at retail.  Industrial 
processing begins when tangible personal property begins movement from raw 
materials storage to begin industrial processing and ends when finished goods 
first come to rest in finished goods inventory storage.  [Emphasis added.] 

“When a statute specifically defines a given term, that definition alone controls.”  Haynes v 
Neshewat, 477 Mich 29, 35; 729 NW2d 488 (2007).  However, rather than focusing on the 
Legislature’s definition of “industrial processing” in Subsection (7)(a), the majority mistakenly 
looks to those activities specifically enumerated in MCL 205.54t(3).  Contrary to the 
majority’s conclusion, Subsection (3) does not expand the definition specifically set forth in 
Subsection (7)(a).  Rather, as the Court of Claims aptly noted, Subsection (7)(a) has a temporal 
requirement that must be met before the activities in Subsection (3) are even considered.  That 
is, only after the definition in Subsection (7)(a) is met do the activities set forth in Subsection 
(3) have any relevance.  Those activities must occur within the statutorily defined period in 
Subsection (7)(a). 
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 The Court of Claims correctly recognized that the machines perform activities before 
the industrial process begins.  The machines may sort, separate, and compress items and, in 
that regard, some processing necessarily occurs.  However, while some processing may occur, 
the machines do not perform “industrial processing” as statutorily defined.  Instead, the 
machines simply facilitate the collection of raw materials.  In order to be exempt, the machines 
must perform an activity at some point after tangible personal property begins movement from 
raw-materials storage and before the finished goods first come to rest in inventory.  The 
machines in this case are used before the start of the industrial process and, therefore, the 
equipment is not exempt.  Thus, any inspection, quality control, and recycling that the 
machines perform is irrelevant because those activities take place before the industrial process 
begins.1 

 The majority erroneously concludes that the Court of Claims made its decision contingent 
on the existence of raw materials.  However, it is clear that the Court of Claims made no such 
finding.  Instead, the Court of Claims appropriately recognized that where, as here, there is raw 
material, then the industrial process begins when tangible personal property begins movement 
from raw-materials storage to begin industrial processing.  In so doing, the Court of Claims was 
faithful to the definition as set forth by our Legislature.   

 I find plaintiff’s reliance on Detroit Edison Co v Dep’t of Treasury, 498 Mich 28; 869 
NW2d 810 (2015), unavailing.  The focus in the Detroit Edison case involved electricity.  The 
issue was not whether there was raw storage, but whether electricity ever “came to rest” in 
inventory storage.  Our Supreme Court concluded that “industrial processing of electricity does 
not become complete until final distribution to the consumer because there is simply no point 
within the electric system at which ‘finished goods first come to rest in finished goods inventory 
storage’ before that point.”  Id. at 42.  Our Supreme Court further concluded that “the nonexempt 
activities in MCL 205.94o(6)(b) are in no way within the scope of MCL 205.94o(7)(a), and the 
exempt activity in MCL 205.94o(7)(a) is in no way within the scope of MCL 205.94o(6)(b).”  Id. 
at 45.  Therefore, as applied to the statutes at issue here, once there is industrial processing as 
defined in Subsection (7)(a), the exclusions set forth in Subsection (6) no longer apply.  The only 
premise that Detroit Edison confirmed was that Subsection (6) does not modify the definition in 
Subsection (7)(a).  Again, the Court of Claims did not rely on Subsection (6), which excluded 
storage of raw materials as an industrial activity; rather, the Court of Claims relied exclusively 
on the statutory definition of “industrial processing” in Subsection (7)(a). 

 
                                                 
1 The record does not reflect whether any of these raw materials are ever, in fact, recycled into a 
finished product.  It is just as likely that they will come to rest in a landfill in the United States or 
abroad.  For example, see Albeck-Ripka, Your Recycling Gets Recycled, Right?  Maybe, or 
Maybe Not, New York Times (May 29, 2018), available at <https://www.nytimes.com/2018/05/29/ 
climate/recycling-landfills-plastic-papers.html> [https://perma.cc/28SN-GUTG]; Watson, China 
Has Refused to Recycle The West’s Plastics.  What Now?, NPR (June 28, 2018), available at 
<https://www.npr.org/sections/goatsandsoda/2018/06/28/623972937/china-has-refused-to-recycle- 
the-wests-plastics-what-now> [https://perma.cc/37QC-ZVU3].   
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 Because the machines perform activities that occur before an industrial process begins, I 
would affirm. 

/s/ Kirsten Frank Kelly  
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t. of Treasury, 165, (Rev. 9103) 

I Return for Sales, Use and Withholding Taxes ~-----------------~ Lab,el from our Coupon Book Here or Enter Taxpayer. Name 

TOMRA of NORTH AMERICA, INC. 
Date Due 

File this return 
by February 28 480 LORDSHIP BLVD 

STRATFORD, CT 06615 AMENDED ANNUAL RETURN 

Do not use this form to replace a monthly or quarterly return. 

Sales and Use Tax 
1. Gross sales (Including sales by out-of-state 

vendors subject to use tax) • • • • . . . • • . • • • • 1. 

2. Rentals of tangible property and accommodations • • 2. 

3. Communication se,vices . • • . • • • • • • 3. 

4 . Addlines1 , 2, and3,. , ,.,. . . .4. 

ALLOWABLE DEDUCTIONS 
5a. Resale . • . • , • • • • • • • . . • • • Sa. 
b. Industrial processing or agricultural producing • b. 

c. Interstate commerce • , • • • , , • • • • • • • • • c. 

d. Exempt serllices • • • • • • • • • • • • • • • • , • d, 

e. Sales on which tax was paid to Secretary of State • • e. 
f. Food for human/home consumption • • • • f. 

g. Bad debts • • • • • • • • • • • • . • • g, 

h. Michigan motor fuel or diesel fuel tax • . • h. 

i. Other - Identify: • • I. 

j. Tax included in gross saes (line 1) • • • • J. 
k. Total allowable deductions. Add fines 5a-5j , •• k. 

6. Taxable balance. Subtract line 5k from line 4 • 

7. TaxRate • • .•• • ••.••.•• 

B. ·Gross tax due. Multiply line 6 by line 7 

9. Tax collected in excess ct line 8 . • . 

1 0. Add lines 8 and 9 . . • • . . • . . • 
1. TOTAL discount allowed (aee Instructions) • 

12. Total tax due. Subtract line 11 from line 10 •• 
13. Tax payments in current year (after discounts). 

. •. 6. 

• 7. 

.. 8. 

. . 9. 
, 10. 

, 11 , 

• 12. 

• 13. 

A. Use Tax: Sales & Rentals 

6~o 4'/o 

... ... 

... ... 

... ... 

... ... 
x.06 ... ... 

... ... 

... ... 

... ... 

x .04 

Use Tax on Items Purchased for Business or Personal Use (see back) .. 

B. Sales Tax 

6% 4% 

1. 5,683,951 

2 . 

3. 

4. ... 5,683,951 ... 
5a. 

b. 

C. 

d. 

e . 

f. ... ... 
g. 

h, 

I. 

J . 

k. ... ... 
6. ... 5,683,951 ... 
7, x .06 x .04 

8 . ... 341 , 037 . 06 ... 
9. ... 0 ... 

10 . 341,037.06 

11. ... ... 
12. 341,037.06 

13. ... 341,037 . 08 ... 

14. Enter your purchases ta,cable at the 6% rate • • • • • • , , IJII,, 14a. __________ 0_ X .06 : 14b. _________ _ 

15. Tax payments made in the current year • • • •••• , • . • ... 15. -----=-65::....!...., 4..:..4..:..6::....:..... 7_8.:.... 

Withholding Tax ' 
16. Gross Michigan payroll and other taxable compensation ror the year • 

17. Number ofW-2s enclosed •••• • • . .•.•. •. •• • ••• 

18. Total Michigan income tax withheld per W-2s .•. • .•. •• •• 

19. Total Michigan income tax withholding paid during current tax year 

Summary 
20. Total sales, use and withholding laxes due. Add lines 12A and B (both rate columns), 14b and 18 . 

21 . Total sales, use and withholding taxes paid. Add lines 13A and B (both rate columns), 15 and 19 • 
22 .. lf fine 21 is greater than line 20, enter overpayment . . ..... . .... . ... 22. ______ 6_5..:..1 _4_4_6_._8_0_ 
23. Amount of line 22 lo be croditod to your account. 

We will notify you when your credit is verified and available ... 23. ----------
24. Amount of fine 22 to be refunded to you . , . . • . • • • .... 24. _ ____ 6_5_,,c....4_4_6_. 8_0_ 
25. If line 21 is less than line 20, enter balance due ••.. .. 

26. If this return is filed late. enter penalty and interest (See instruclions.). 

27. TOTAL PAYMENT DUE. Add lines 25 and 26. Make checks payable lo "State of Michigan." • 

..,,. ,s. _________ o.:.... 

..,,.1s. ---------­

..,,.19. ---------

20. ____ 3_4_1.:...., 0_3_7_. 0_6 
21 . ____ 4_0..:..6..:...:..., 4..:..8..:..3::....:..... 8..:..6.:.... 

....25. ---------

... 26. ---------­

... 27. 

Complete and sign the back of this return. 

3 www .mlchigan.gov/treasury 
4U250 A 2.000 
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check one onl 

§ Individual 

Husband - Wire 

Partnership 

D Registered Partnership, Agreement Date: 
D Limited Partnership 

D Limited Liability Company 

§ Domestic (Michigan) 

Professiaial 

Foreign (non-Michigan) 

SI nature 
I declare, under penalty of perjury, that this return is true and canplete to 
the best of my knONledga. 

D Michigan Corporation 

D Subchapter S 

D Professional 

[]J Non-Mich. Corporation 

0 Subchapter S 

~

Trust or Estate (Fiduciary) 

Joint Stock Club o, ln\ll!Slment Comp~­

Social Club or Fraternal Organization 

Other (Eliplain) 

I declare, under penalty cl perjury, that this return is based 
on all information of which I have any knON/edge. 

_1 a_u_t_ho_r_iz_e_T_re_a_s_u_ry_1_o_d_is_cu_ss_m_y_r_e1,..,u,...m_wi_·_1h_my_p,_epa_re_r_. _IKl __ v_es _ _ o __ N_o-1 Pz;w~,,oe;# 
----+-~---""'""'--- -~"--------------1 Capossela, Cohen, LLC 

---------,1--'-'-....:....:.--'-4-'-S;..;s~--s_o_o_o_~ 203 254-7000 
Ta,cpayefs Tille 

V.P. FINANCE 
Dale 

AUGUST 3, 2004 

If you are enclosing payment with your return: 

MAIL TO: Michigan Department of Treasury 
Department 78172 
P.O. Box 78000 
Detroit, Ml 48278-0172 

If you are not enclosing payment: 

MAIL TO: Michigan Department of Treasury 
Lansing, Ml 48930 

•use Tax on Items Purchased for Business or Personal Use 
Use lines 14 and 15 to report purchases made for use in your 
business or for items removed from your inventory for personal use. 
Do not repeat the amounts from Column A, lines 1 - 4 here. 

23 

4U25DN 2,000 

368 Cen~er Street 
Southport, CT 06890 
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Michigan Dept. of Treasury, 165, (Rev. 9-03) 

Annual Return for Sales, Use and Withholding Taxes 
Pl•ce Lllbel from Your Coupon Boole Here or Enter T.xpayer Name 

Tomra of North America 
480 Lordship Boulevard 
Stratford. CT 06615 

Do not use this form to replace a monthly or quarterly return. 

Date Due 

A Use Tax· Sales & Rentals 

6% 4% 

Sales and Use Tax 

I I 
1. Gross sales (including sales by out-of-state 

vendors subject to use tax) ............. .......... ....... ........ 1. 
2. Rentals of tangible property and accommodations 2. I I 
3. Communication services ......................................... 3. I I 
4. Add lines 1. 2 and 3 ........... .. ....... ...... ,. ....................... 4. • I • I 

I I 
I I 

ALLOWABLE DEDUCTIONS 
5a. Resale ........ ................ .............................................. 5a. 
b. Industrial processing or agricultural producing ...... b. 

I 

c. Interstate commerce .......... .. .. .................................. c. ' I 

d. !::xempt services ...... ...................... ........................... d. I I 

I I I 

• I • I 
e. Sales on which tax was paid to Secretary of State... e. 
f. Food for human/home consumption ............. .......... f. 

I I 
I . . I . I 

g. Bad debts . .. .......... .. ...................................... ............ g. 
h. Michigan motor fuel or diesel fuel tax .............. .. ...... h. 
I. Other. Identify: 1. I I 
J. Tax Included in gross sales (line 1) ......................... J. I . ' ' -:: '. !11·· ,.-;'/!!: :•:- - ', = I 
k. Total al lowable deductions. Add lines Sa - SJ .......... k. • I • I 
6. Taxable balance. Subtract line 5k from line 4 .......... 6. • I • I 

1. 
2. 
3. 
4. 

5a. 
b. 
c. 
d. 
e. 
f. 
g. 
h . 
i. 
j . 

k. 
6. 

File this return 
by February 28. 

B Sales Tax 

6% 4% 

7,998,399133 I 
I I 
I I 

• 7,998,399t33 • I 

I I 
I I 
I 
I 

I I 

I I 

I I 

• I • I 
I I 
I I 
I I 
I I 

• I • I 

• 7,998,399,33 • I 

7. Tax Rate............................................... ................... .. 7. X :. 06 X:, 04 7. X: . 06 X :. 04 
B. Gross tax due. Multiply line 6 by line 7 ... .. ................ 8. • I • I 

B. • 479,903196 • I 

• I • I 9. • I • I 

I I 10. 479,903196 I 

• I • I 11 . • I • I 

9. Tax collected In excess of line 8 ............................... 9. 
10. Add lines 8 and 9 ......... ............................................. 10. 
11. TOTAL discount allowed (see Instructions) .......... 11. 
12. Total tax due. Subtract line 11 from line 10 .............. 12. I I 12. 479,903196 I 
13. Tax payments in current year (after discounts) ........ 13. • I • I 13. • 479,903196 • I 

Use Tax on Items Purchased for Business or Personal Use (see back)* 
14. Enter your purchases taxable at the 6% rate ..... ................................. ... .. . • 14a. 329,299.34 x . o 6• 14b. ___ 19~,_75_7~!9_6 _ _ 
15. Tax payments made in the current year ....... ... .. .................. .. ....................... .. ........................... .............. ................ • 15. ___ 44~,_18_5~j2_1 __ 

Withholding Tax 
16. Gross Michigan payroll and other taxable compensation for the year ......... .. ............. ................. .............. ............ • 16. ____ .....,_ __ 
17. Number of W-2s enclosed .. .................................................. .................... 17. ________ _ 
18. Total Michigan Income tax withheld per W-2s ........................................................... ............................................. • 18.-----,---
19. Total Michigan Income tax withholding paid during current tax year ............................................. .. ....................... • 19.-----L---

Summary 
20. Total sales. use and withholding taxes due. Add lines 12A and B (both rate columns). 14b and 18 .................... 20. ___ 49_9_.6_6_1_19_2_ 
21. Total sales, use and withholding taxes paid. Add lines 13A and B (both rate columns), 15 and 19 ..................... 21 ___ 5_2_4_,0_89 .... 1_17_ 
22. If line 21 is greater than line 20, enter overpayment .............................. • 22. 24,427125 
23. Amount of line 22 to be credited to your account. I 

We will notify you when your credit is verified and available ................. • 23. 0.00 
24. Amount of line 22 to be refunded to you ................................................... • 24. 24,427125 
25. If line 21 is less than line 20, enter balance due ........ .... .. .. .......... ..... .......... ......... .. .. .. . .......... ....................... .......... • 25. -----.---
26. If this return Is flied late, enter penalty and interest. (See instructions.)......... .................................................... ... • 2s.-----.· 
27. TOTAL PAYMENT DUE. Add lines 25 and 26. Make checks payable to "State of Michigan.".... .............................. • 27.-----'---

www.michigan.gov/treasury 
Complete and sign the back of this return. 

I 
I 
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~ 

165, Paga 2 

Type of Bustness Ownership (check one only) 

D Individual D Michigan Corporation 
0 Husband - Wife O Subchapter S 
D Partnership O Professional 

0 Registered Partnership, Agreement Date:.!!. 
D Limited Partnership l:il Non-Mich. Corporation 

D Subchapter S 
D Limited Llablllty Company 

0 DomesUc (Michigan) 
0 Professional 
D Foreign (Non-Michigan) 

Signature 

D Trust or Estate (Fiduciary) 
0 Joint Stock Club or Investment Company 
0 Social Club or Fraternal Organization 

0 Other (Explain) 

/ declare under penalty of pe,jury that this return Is trva and comp/sis to I declare under penalty of perjury that this return Is based 
the best of my knowledge. on all lnformstlon of which I have sny knowledge, 

I authorize Treasury to discuss my return with my preparer. D Yes D No Prepare(s Signature, Address and Phone and ID Number 

Telephone Number 

( 203 ) 455-5000 
Date 

If you are enclosing payment with your return: 
MAIL TO: Michigan DepartmentofTreasury 

Department 76172 
P.O. Box 78000 
Detroit, Ml 48278-0172 

If you are not enclosing payment: 

MAIL TO: Michigan Department ofTreasury 
Lansing, Ml 48930 

*Use Tax on Items Purchased for Buslne99 or Personal Use 
Use lines 14 and 15 to report purchases made for use in your 
business or for items removed from your inventory for personal use. 
Do not repeat the amounts from Column A, lines 1 - 4 here. 
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Michigan Dept. of Treasury, 165, (Rev 7-06) 

Annual Return for Sales, Use and Withholding Taxes 
Pl11ee Labo/ From Your Coupon Boolr Hore or Enter Taxpayer Name 

/Qf'11~ I+- 6t Nol"/./.. l'Fmu-,CA.; ..:zic... 
_.1- u,,-~,-,k.. J)('.1,j ·v; ..J.,.,h_;. 710 

-:," " 
Do not use this form to replace a monthly or quarterly return. 

A. Use Tax: Sales & Rentals 

6% 4% 

Sales and Use Tax 

I I 
1. Gross sales (including sales by out-of-state 

vendors subject lo use tax) .. .... .. .. .. .... .......... .. .. .. ...... 1. 

2. Rentals of tangible property and accommodations 2. I 
3. Communication services .......................... ............... 3. I I 
4. Add lines 1, 2 and 3 .............. .. ....... ... .. .......... ... ......... 4. • I • I 

ALLOWABLE DEDUCTIONS I I 
I I 

I 
I 

I I 

5a. Resa le ................................................ ...................... Sa. 
b. Industrial processing or agricultural producing ...... b. 
c. Interstate commerce ................................................ c. 

I I 

fil1-i\r , .1. •. I I J 1·· y( .. :;:;~ ;':=;, :,· .. f~·.; ; _!j i: 

• I • 
I 

I' · . I i ', .t .' H ' .. ' 

d. Exempt services .... .... ............ ........................... ........ d. 

e. Sales on which tax was paid to Secretary of State ... e. 
f. Food for human/home consumption ....................... f. 

g. Bad debts .... .. .. ...... .. . ............. .......... .. .... ................... g, 
h. Michigan motor fuel or diesel fuel tax .............. ..... .. . h. 

I I ,~. ' I .: ,t I 
i. Other. Identify: i. 
j. Tax included in gross sales (line 1) . ..... .. ... .... .......... j . 

k. Total allowable deductions. Add lines Sa - 5j .......... k. • I • I 

6. Taxable balance. Subtract line 5k from line 4 .......... 6. • I • I 

7. Tax Rate ..... ................... .............. .. ... .. ....... .. .. .. .......... 7. X :.06 X: . 04 

• I • I 

• I • I 
8. Gross tax due. Multiply line 6 by line 7 ....... ...... ........ B. 
9. Tax collected in excess of line 8 ............................... 9. 

I I 

• I • 
I 

10. Add lines 8 and 9 ................................. .............. ....... 1 o. 
11 . TOTAL discount allowed (see Instructions) .......... 11. 
12. Total tax due. Subtract line 11 from line 10 ..... ......... 12. 
13. Tax payments In current year (after discounts) ........ 13. • I • 

B. Sales Tax 

6% 4% 

1. 7 rn<7J/d oo I 
~- I . i1fi: !,11-:J;~\ii;1/ I .. I 2. ;-•-, 

3. i,,. ·'!'/· ·;, :•, I 
4. • I • I 

I I 
5a. I I 

I I 
b . I I 

I I 
c. 
d. I I 

e. I I 

f. • . I • I 
g. I I 
h. I I 
i. I I 
j. I I 
k. • I • I 

6. •710S. -:Wa ~ • I . 
.06 .04 7. X X 

8. • "·L1 cJJIJ./1 JJ,-, • I 

• , 
I • I 9. 

10. I,./..:> 1_ < J./'II Y- I 

11. • , 
I • I 

12. 'll.:J ; ?.LIi/ 14/#'. I 
• I I - • I 13. 

Use Tax on Items Purchased for Business or Personal Use (see back)" 

14. Enteryour purchasestaxableatthe6%rate .................... ......................... 14a. /iSd..,f,l.l,..~ t;7 X .06c 14b. Jz;;;_;I !t'A 
15. Tax payments made in the current year ....... .. ................................................ ......................................................... • 15. I ~ ~ 

Withholding Tax 
16. Gross Michigan payroll and other taxable compensation for the year ............................ .. ............... ..................... . • 16. -----'---
17. Number ofW-2s, 1099s, and/or MI-NRK1s enclosed .............................. 17. ________ _ 
18. Total Michigan income tax withheld per W-2s, 1099s and MI-NR-K1s ............................................ .................... .. • 18. -------
19. Total Michigan income tax withholding paid during current tax year ................. .. ............................ ...................... . • 19. ____ __._ __ 

Summary 
20. Total sales. use and withholding taxes due. Add lines 12A and B (both rate columns), 14b and 18 .... ......... ..... .. 

21. Total sales. use and withholding taxes paid. Add lines 13A and B (both rate columns}, 15 and 19 ... .... ........... .. . 
22. If line 21 is greater than line 20, enter overpayment .............................. • 22. .,,,-
23. Amount of line 22 to be credited to your account. I 

We will notify you when your credit is verified and available .............. ... • 23. _...-
24. Amount of line 22 to be refunded to you ................................................... • 24. 
25. If line 21 is less than line 20, enter balance due ................................................................................................... . • 25.-----,---
26. tf this return is filed late. enter penalty and interest. (See instructions.) ... ................ ........... .. .. ...................... .. .... .. • 26.-----.· 
27. TOTAL PAYMENT DUE. Add lines 25 and 26. Make checJ< payable to "State of Michigan." ................................ . • 27.- ---~--

www.michigan.gov/treasury 
Complete and sign the back of this return. 

I 
I 
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165. Page 2 

Type of Business Ownership (check one only) 

0 Individual D Michigan Corporation 
D Husband • Wife D Subchapter S 

D Partnership D Professional 
0 Registered Partnership, Agreement Date: .._j ____ ! 
D Limited Partnership Ji] Non-Mich. Corporation 

0 Subchapter S 

D Limited Liability Company 

D Domestic (Michigan) 

D Professional 
0 Foreign (Non-Michigan) 

Signature (you are required to complete all information requested below) 

D Trust or Estate (Fiduciary) 
D Joint Stock Club or Investment Company 

D Social Club or Fraternal Organization 
D other !Exclainl 

/ declare under penally of perjury that this re/um is true and complete to I declare under penalty of perjury that this return is based 
the best of my knowledge. on all information of which I have any knowledge. 

iscu s y return with my preparer. D Yes O No Preparers Signature. Address, Phone and ID Number 

Taxpayer's Social Security Number Telephone Number 

Taxpayer's TIiie (Owner/Officer/Momber/Manager/Partner) Date 

Telephone Number 

If this is an amended return, include a letter of explanation and be sure to include your account number in the letter. 

If you are enclosing payment with your return: 

MAIL TO: Michigan Department of Treasury 
Department 78172 
P.O. Box 78000 
Detroit, Ml 48278-0172 

If you are om enclosing payment: 
MAIL TO: Michigan Department of Treasury 

Lansing, Ml 48930 

*Use Tax on Items Purchased for Business or Personal Use 
Use lines 14 and 15 to report purchases made for use in your 
business or for items removed from your inventory for personal use. 
Do not repeat the amounts from Column A, lines 1 - 4 here. 

To check your Sales, Use and Withholding transactions and ask questions 
about your account on-line, visit www.michigan.gov/bustax 



Annual Returns 
2003-2006

055a

R
E

C
E

IV
E

D
 by M

SC
 6/12/2019 3:38:23 PM

----------------------------------

Michigan Dept. of Treasury, 165, (Rev. 7·04) 

Annual Return for Sales, Use and Withholding Taxes 

~ ~-1~-Pface Label frOm Your Coupon Book Here or Enter Tsrpayer Name 

-f'otY1~/r o.(- A)or-J-1.,, ~~ :;r::;c--
~ Uf'/'oN"-+-~ ~f'/v(,.,.,., Sv. , k.. "710 Date Due 

S4//-,. ., (..,-r" ob 

File this return 
by February 28. 

Do not use this form to replace a monthly or quarterlly return. 
---r;;,,,, II 4- r,~ e-/.~,.. "1 

C/ A. Use Tax: Sales & Rentals 

6% 4% 

Sales and Use Tax 
1. Gross sales (including sales by out-of-state 

vendors subject to use tax)..... ........... .. .................... 1. ·-------+------'---, 
2. Rentals of tangible property and accommodations 2. _____ ..,___.._ ___ ...,_~ 

3. Communication services ................. ........... .. .......... 3. ·-----'----+-------'--, 
4. Add lines 1, 2 and 3 ............... .... .............................. 4 . .. -'-•----i.--+'------4---' 

ALLOWABLE DEDUCTIONS 

B. Sales Tax 

6% 4% 

1. i-u.i=.~..L,.J.-'-,;~4,-,----...---, 

2. H,,i!l~~~~~~;,;,:.;:.---1.--l 
3. ~ ........ =:.:....:.= .......... -+-----4----' 

5a. Resale ................................. ................... .. .. ............. 5a. -----!--+-----+----15a. 1------+--+---- -+--
b. Industrial processing or agricultural producing ... ... b. b. 1------+--+-----+--
c. Interstate commerce ................... .... .. ...................... c.1-----+--+---- -+--
d. Exempt services ........................... .. ............... ... ....... d. 1------+--+-----+---
e. Sales on which tax was paid to Secretary of State .. ,Pt Jll!:Hf:tti'::<n e. 1-----....--+-----.---
f. Food for human/home consumption.. ...... .. .. ......... • f. i.c•-----;..--1-..:...•------
g. Bad debts ...... ............... ...................... ............. ........ g. 1------'-----1----~-
h. Michigan motor fuel or diesel fuel tax ................. .. ... ':i:);;i'.~:r;::. ,,· h . .._ ___ ....__-+-------'---

i. Other. Identify: i. i. 1------+---+------'---

j. Tax included in gross sales (line 1) .................... .. .. j. ·.c·':f:::~l'-'' i, 1----+---+-----+--
k. Total allowable deductions. Add lines 5a - 5j .......... k. • k. 1-.'.----+--+:-•----+---
6. Taxable balance. Subtract line 5k from line 4 .......... 6 ... .:...•----+--+-.:....•----1---1 
7, Tax Rate ....................... .. .. ..................... :......... .... . .... 7. ----=='-f-'-=+------=-::.+'..::....:--1 7. f---,---'-+--'-+------=-::..+-=--=-
8. Gross tax due. Multiply line 6 by line 7 ......... ............ 8 . . .:...•--'----'---+--+.:....• ----1----1 8. 1-.'.-..1..J.J.,M'-"'"-+..=:....i...+:-•---+.--
9. Tax collected in excess of line 8 .................... .......... 9 . .c...•-----+---1--•----+---i 9. 1-'------+--+-•----+---

10. Add lines 8 and 9 .......... ......... ...... ..... .. .. ...... .. .. .. .. .... . 1 O, ------,--+-----..---110. l-'.l[:.l..4-4.l4L--"1.0---l--------

11. TOTAL discount allowed (see instructions) .......... 11 . -•---~--1-----....----1 
12. Total tax due. Subtract line 11 from line 10 ... ... ........ 12. ------'--+----~--1 
13. Tax payments in current year (after discounts) ........ 13. -•+·/_..,_ __ .....__....__ ___ _.__~ 

Use Tax on Items Purchased for Business or Personal Use (see backt 
14. Enter your purchases taxable at the6% rate .... .......... ... ................... ........ •14a. ·7J.J1 80 \?. $0 x . 06= 
15. Tax payments made in the current year ................................. ........... ..................... .......... ............ .. ................ .. ...... . 

14b. ~31~~1 s-, 
• 15. :9:/.we1 .r1 

Withholding Tax 
16. Gross Michigan payroll and other taxable compensation for the year ........... .. .............. .................. .. ....... ............ . • 16. 
17. Number of W-2s and/or 1099s enclosed ..................................... ............ 17. ---------
18. Total Michigan income tax withheld per W-2s ........................... .................. ........................................ .. ..... ... ....... .. • 18. 
19. Total Michigan income tax withholding paid during current tax year ............... .............. ...................... ..... ............. . • 19. 

Summary 
20. Total sales, use and withholding taxes due. Add lines 12A and B (both rate columns), 14b and 18 ................... . 
21. Total sales, use and withholding taxes paid. Add lines 1~1A and B (both rate columns), 15 and 19 .................... . 
22. lf line21 isgreaterthanline20, enteroverpayment. ................. ............ • 22. 0 I 

20. ~2210& 1-S:::1 
21 . '/..21

1

~ofl ~ , 

23. Amount of line 22 to be credited to your account. I 
We will notify you when your credit is verified and available ...... .......... • 23. 0 

24. Amount of line 22 to be refunded to you ............................. .. ... .. .... ........... • 24. 0 
25. If line 21 Is less than line 20, enter balance due ..... ................... .......... .......................................................... ...... • 25 .-----,---
26. If this return is filed late, enter penalty and interest. (See instructions.) ........... ........................ ....................... .. .... • 26.----- : 
27. TOTAL PAYMENT DUE. Add lines 25 and 26. Make checks payable to "State of Michigan.".... ........... ...... ............. • 27 .-------'---

www.~ichiga,1.gov/treasury 
Complete and sign the back of this return. 
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2005 MUNICIPAL RECYCLING SUPPLEMENT 

OPEN TO -r 
CONTAINERS J 

---~-,.---

Strap recycler Schupan & S01is has established itself 

as an important part of fvlichigan'scontainer deposit 

and return system. 

BY BRIAN TAYLOR 

SB RECYCLING \ODAY - MUN\C~PAl RECYCLING. 5.l)PPLEMENT MARCH 2005 

P 
rov_kHilg etficirnt and rE!li~ 

.able . .serVice can be .a rnan.~ 
agement challenge for any 

- recycling company. When t_hrl"t 
service. is being provid(,:'d to a set Qf c~s~ 
tomers that has unwillingly had recycling 
obligations placed upon it, rhe challenge 
can be even m9re formidable. 

In states where bever,age_ container 
deppslh::ind-return laws are en.acted, sod~ 
bo\tlers and beer distributors olte11 !ind 
then1s1c1-tves in.ihe po.sition of being deep!y 
involved in recycling because of a siat0 
mandate-not because they have chosen 
to rnake it a priority, 

Suc:h a sitLmtion can -easi[y lea_d_ to­
lensionc hut Schupan. & Sons, ·Kalamazoo, 
Mich., has entered what could lheoreli, 
caUy be an acdmonious setting_ and cre­
ated an opportunity for itself to as.sisl \11,, 
bottlers and distributors while gaining 
access to considerable numbers of alumi­
nl)m, plastic and ·glas~ containers, 

MANDATED OPPORTUNITY 
Beverage distributors, regio1ial bottling 
firms a/\d retail grocers have all tradition• 
ally lobbied against mandatory container 
deposit and return systems. Their opposi­
tlori is b-a-sed on sever,;1l foe.tors, induding 
that recycling is a far cry from iheir core 
business and that thelr facilities are not. 
-designed to act as repositories of unsani­
tary, potentiolly pest-attrac;ting materials. 

Oe.splte the opposition of these lndm­
tries, 1 i states have enacted systems thot 
require distributors and reblfers to be iri 
some way responsible for ihe return and 
recycling of aluminum, plastic and glass 
beverage containers. 

In most of these states, traditional 
re,:ycung firms have found roles to play as 
collectors; processors or marketers of these 
c:.ontainers -once they are ready to enter 
the recydfng stream. 

Sch,,piln & Sons certainly fits the mold 

www.Re-cycllngTod:i!.Y.com 
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2005 MUNICIPAL RECYCLING SUPPLEMENT 

of a tradrtional recycling firm, with a back­
ground providing nonferrous ond ferrous 
scrap recycling seNices· to Industrial ac­
CoL1nts since 1968. 

Dealing in aluminum scrap has been a 
part of the Schupan & Sons l:iusiness since 
it'.> inception, So gaining access to afuflli­
nurrt used beverage containers (UBCs) 
through the Michigan deposit-and-return 
system made sense for the compan,,. 

Ton, Emmerich, president oi the 
Schupan Recycling division of $chupan & 
Sons, says the Kalamazoo company has 
been involved with the state's container 
deposit system since 1985, when the 
Scbupan Recycling division was created, 

Twelv,, years later, Schupan Recycling 
a.nd al,urnJnum r~cler and reverse vend­
ing r'riachlr\e manuf acturer.T omra of ~Jorth 
America created a joint venture business 
called UBCI\ (Used Beverage Container 
Recovery) LLC, based in Howell, Mich .. 

UllCR, using reverse vending machine 
placements. and a fteet of trucks,. has 
become a _dominant collector and prcices­
sor in. the- Wolverine Stote's c011t-aine( 
recycling system and markets i(self as "the 
exclusive pick'.up agent for \he Michigan 
Soft Drin~ Association and the Michigan 
Se~r and \i\llne Wholesalers Associatlon, 11 

The .UBCR third-party pick-up method 
has b?~orne a pre'ferred way for b~erage 
distributors to man.age their role ill the 
deposit-·and"retum system. 

Soys Emmerich, "The UBCR venture 
has been a good source of material for us,. 
Containers. are now more than 50 percent 
of the overall compony's business." 

Although S<:hupan & Sons has a met­
als background, the company has built its 
depth of knowledge of the plastics and 
gla» markets. ''PET markets are now more 
sophisticated than. they were 12 years 
agD, but the longer you do anything the 
better you get at it: says Emmerich. 

MATTER OF TRUST 
It has taken more than market knowl€dge 
and gooQ. processing operation.s. for 
Schupan & Sons and its UB(R joint ven­
ture. to succeed so vi,1ell. 

While eadh of tl1ose qualities helps, 
Emmerich says that providing market 
knowledge.and reliable and helpful ser­
vice has been the key. 

"We've provided a lot of education to 
ourcustomers," says Emmerich.who notes 

A BETTER WAY 

The Schupan RecycLlng subsidia,y of Schupan & Sons, Kalamazoo, Mich., 

· 1ormed the UBCR (Used Beverage Container Recovery) LLC joint venture vJth 

Tornra North Amerk~, Stratford, Cc;m11,, in 1997. 

Ac.co-rdir1g to the UBCR Web sl\0, U1e company vJas_ forrned ;'to be. an 

industry solution ·for (·he collectior'l. transportation ,3nd processing of en1pty 

beverage containers ln liw state of M!-c.hlgiJn..." 

The company started wilh one: driver, one tractor antj six trailers, handl\rtg 

+ewer than 1 O mnlion ca~r?s _of boitles and cans tron1 13 store3 for 1 0 cHstribu~ 

tors in its first v0.ar. 
('-low, UB"CR ha~ more ,ha11 40 drivers, 40 tractors and 1401ratters and 

handles rn.orr,,; th~-r1100 mrnion i::ase5 <;Innua\ly,_ serving some 540 rc~ta.11 loca-

\ions 3nd 140 dlStributors- or wholes,;i!ers, 11 
A{Ung as th~ ~xdusive pick·up qg1;nt for the Mtd1i~an Soft Drink-.~!ioda-

1 tlo11 and the Mlthigan Bee.r Cirid \!Vine Who!esal~rs A~sod<ltion, u·scR ha::; 

ccinc:entrc1ted on 'keepir,9 bock.room ;t_orage imd -col!ection area$ clec;n·,;md in \ 

efflc\i:'nt1( tncl)nttiin\ng TCY(?J'S~ vending machines_. ] 

On its Web site, UBCR remarks that it ''.operate,-; oround lhe dock (e,cept \[l, 

l'hanksgiving and Chri.strnas Day).'( llte company's operations a.re based in 

Howell and Grand Rapids, lvlich. 

that the company O\·vns the alwrninum, 
l)fastic .and_ glass containers. after state 
residents return them. In its- role as a third 
pii:rl)'; V8CR to.!1ects, processes and rn,.:ir·~ 
kets the materials. 

UBCR has earned 1hetrust of ill whole­
sali1,g and distrib~tion customers, "The 
number one key is trUst, '' Emmerich Says. 
'We ha\!e done what we said we were 
going to do and we have earned their 
trust Now Schupan & Sons has seen this 
become a very good business venture;"~ 

That trust is necessary because UBCR 
handles several steps in the process. "They 
trust that we are going to be able to 
perform and deliver on wha\ we say we 
are going to do and that we are not going 
\o steal from them," says Emmerich, 

Beyond the trust pertaining to fiscal 
responsibsity, the distributors must also 
trust that Schupan Recycling, Tomra of 
North America and their UBCR joint ven­
ture will continue to provide reliable col­
lection ond processin'g servlces. 

For UBCR1 this means maintalri)ng and 
servidn.g a. grOWing number of. reverse 
vending machines and keeping trucks and 

_____________ _____J 

drive-rs un the road. 
The processing facilities must also be 

equipped to handle the relentless swam 
of containers generated everydc1y a1 hun-· 
dreds ot collection points, such as grocery 
stores that are open 24 hours a day. "The 
<::ontainers never stop coming," says 
Emmerich, "You have to design systems 
that allow for back-up- capaciiy and that 
cat1 con.tinue to operate even in the event 
of an equipmentbreakdown." 

Thethird-party pick-up anq processing 
system offered by U8CR has helped put in 
place a deposit-and-return system that 
minimizes the obligations of the beverage 
and grocery industries. 

For Schupan & Sons, a firn1 with tradi­
tional scrap recycling root;, the involve 
ment in th-e state system has been a net 
positive, says ,mmerich. "It has been a 
very successful venture, as we have been 
able to grow throughout the years and 
provide a number of diffeteni services to 
bottlers and distributors." Ill 

The author is editor of Rec:yding Today 
and can be c-ontacted at btay/or@gie. n<,t. 

S10 RE.CY-CUNG TODA.Y- MU~ICIPAL Rl;.OYCUNG $LIPPLEMENT MARCH 2005 WWW,RElcyi;:UnQTod~y.com 

' I 
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RICK SNYDER 
GOVERNOR 

STATE OF MICHIGAN 
DEPARTMENT OF TREASURY 

New York 

Notice of Preliminary Audit Determination 

Taxpayer Name: TOMRA OF NORTH AMERICA INC 
Account No.~ 

Notice Date: 8/23/2011 
Tax Type: Sales Tax 

Aud]t Review Period: 10/01/2003 to 12/31/2008 

Tax Amount (Credit Amount) 
Penalty 
Interest 

Total Liabilfty_(Net Credit) 
Other Adjustments 

Balance Due After Adjustments 

$ 516,562 
58,502 

194,955 
$ -----..,...-77_0~,_01_,9_ 

0 

$ -~----··-7_70...a,_0_19_ 

ANDY DILLON 
STATE TREASURER 

This is a preliminary determination of the Sales Tax deficiency (credit) determined during the audit of your 
company for the aw;:lit review period identified above. If not prevlousfy provided, copies of the audit work papers 
and schedules that support the tax deficiency (credit) are also attached. 

This determination is subject to final review and approval by the Michigan Department of Treasury. A final audit 
determination will be issued after the review is completed. The final audit determination also will advise you of 
your appeal rights if you disagree with the determination. 

This audit was conducted by Ronald Kolbig, Auditor, Tax Compllance Bureau, Field Audit Division 2. You may 
contact the auditor's supervisor, Joyce McCain, at (216) 573-0500 EXT. 211 or the Area Manager, Christopher 
Potts, at (517) 636·0114 If you have any questions regarding this determination. 

As a representative of the above taxpayer, please acknowledge receipt of this audit determination and audit work 
papers, and indicate whether or not you are in agreement with this determination. Please return a signed copy of 
this determination within 1 O days from the date of this notice. 

D Agrees with this preliminary determination 

D Does not agree with this preliminary determination 

Taxpayer has not responded to this letter. It appears that the taxpayer is not in agreement with audit results, 

Signature/Title (Taxpayer Representative) Date 

_8/23/2011 _______ _ 
Signature (Dept. of Treasury Representative)· Date 

2975 WESTCHESTER AVENUE, SUll"E 404 - PURCHASE, NEW YORK 10sn 
www.michigan.govnrea~ury • (914) 253-8686 
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3961 (Rev. 01 -11) 

RICK SNYDER 
GOV ERNOR 

STATE OF MICHIGAN 

DEPARTMENT OF TREASURY 
LANSING 

Final Audit Determination Letter 

ANDY DILLON 
STATE TREASURER 

TOMRA OF NORTH AMERICA INC 
1 CORPORATE DR STE 710 
SHELTON, CT 06484 

Tax Type: Sales Tax 
Account Number: -

Date of Notification and Audit Completion: September 27, 2011 

This is not· a bill for taxes due. This is the final audit determination letter prepared by the Tax 
Compliance Bureau in accordance with Section 205.21 of the Revenue Act (P .A 1941 , No. 122). 

The audit results are summarized as follows: 

Audit Review Period: 10/01/2003 to 12/31/2008 

Tax Amount $ 516,562 
Penalty 58,502 
Interest 194,955 

Total Liability $ 770,019 ---~----==---

Shortly, you will receive Form 168 Notice of Intent to Assess (Bill for Taxes Due) for the liability amount 
due. 

If you disagree with the audit determination, you may contest all or part of the liability amount by 
requesting an informal conference, after you receive the Notice of Intent to Assess. The uncontested 
portion must be paid immediately. The Notice o~ Intent to Assess will explain how to request an Informal 
Conference by sending a written request to the Office of Hearings, 430 West Allegan Street, Lansing, Ml 
48922 within 60 days of the date of the Notice of Intent to Assess. If you have any questions rE)garding 
the appeal process, you may contact the Office of Hearings at (517) 636-4117. 

Kimberly F. Knoll, State Administrative Manager 
Tax Compliance Bureau 
Phone: (517) 636-4200 
Fax: (517) 636-4201 

September 27, 2011 

Date 

MICHIGAN DEPARTMENT OF TREASURY • LANSING, M ICHIGAN 48922 
www.michigan.gov/treasurv • (517) 373-3200 
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December 2, 2011 

KPMG LLP 
One Financial Plaza 
755 Main Street 
Hartford, CT 06103 

Via Certified Mail (7000 0520 0025 2488 2092) 

Office of Hearings 
Michigan Department of Treasury 
Austin Building 
Lansing, MI 48922 

RE: TOMRA of North America, Inc. 
Acct#: __ 

Audit Review Period: 10/1/2003 - 12-31/2008 
Assessments: TH82977 and TH82978 
Notice Date: Octo_ber 3, 2011 

Dear Sir or Madam: 

Telephone + 1 860 522 3200 
Fax + 1 860 297 5555 
Internet www.us.kpmg.com 

The Michigan Department of Treasury ("MDOT") sent two Bills for Taxes Due (Intent to Assess) 
dated October 3, 2011 to TOMRA of North America, Inc. ("TOMRA"). The first such notice 
(Assessment Number TH82977) assesses unpaid sales tax, penalty and interest due of 
$772,665.50. The second such notice (Assessment Number TH82978) assesses unpaid use tax, 
penalty and interest due of $2,245,863.23 (see copies of notices, attached). For reasons set forth 
below, TOMRA protests both of these assessments· in their entirety and hereby requests an 
informal conference to further explain why the assessments are erroneous as a matter of law and 
should be expunged. 

Further, TOMRA is claiming a refund of all Michigan sales taxes collected from TOMRA' S 
customers and paid during the audit periods ofOctob~r 1, 2003 through December 31, 2008 in the 
amount of $2,458,452. These taxes were erroneously collected because the equipment sales to 
TOMRA's customers qualified for the Michigan industrial processing exemptio!J. The basis for 
TOMRA's refund claims is also explained below. TOMRA understands its duty to return the 
sales tax refund to its customers. 

TOMRA'S BUSINESS OPERATIONS 

TOMRA sells and leases " reverse vending machines" that convert de .posited used beverage 
containers into recycled materials including plastics, metals, and glass. These reverse vending 
machines convert the consumer-generated raw materials and begin the process that culminates in 
recycled prod.ucts reentering the market for consumer reuse. TOMRA's largest customers 
typically include supermarkets and liquor stores in states that have consumer beverage container 
deposit laws. In t~ese states, consumers pay a cash deposit on each beverage container purchased 
full at retail, typically 5 cents or 10 cents. Consumers may recover these deposits by returning 

KPMG LLP is a Delaware limited liability partnership, 
!~~ ... ~·~..:. ~ ?mb~~ fi~.?f ~~G lnte~national Cooperative 
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Office of Hearings 
Michigan Department of Treasury 
December 2, 2011 
Page 2 · 

the empty beverage containers to the retail stores that sell beverages. To facilitate fast, .automated 
empty beverage container refund processes, beverage retailers can purchase reverse vending . 
machines from TOMRA. Consumers may insert empty beverage containers into the reverse 
vending machines on site at the beverage retailers, and receive a printed receipt from the 
machines denoting how many refundable containers were deposited and the corresponding 
amount of cash refund to which the consumer is entitled. The consumer may then redeem this · 
receipt inside the store at which the reverse vending machines are situated. 

TOMRA has three primary lines of business: (1) TOMRA sells reverse vending machines to its 
customers, (2) TOMRA leases reverse vending machines to its customers, and (3) TOMRA earns 
service revenue repairing the reverse vending machines it has sold or leased. Service revenue is 
earned according one of two variations: (i) warranty contracts - fixed price periodic contracts for 
any and all repairs required during the tenure of the contract; and (ii) "time and materials" 
contracts where TOMRA bills incrementally for the time incurred and materials transferred in 
servicing the equipment. TOMRA has self assessed use tax for parts consumed in order to fulfill 
warranty contracts sold to Michigan customers. 

TOMRA provides to its customers one of two different types of storage units, depending on the 
type of reverse vending machine purchased: (1) small storage bins/tubs which hold a small 
amount of converted beverage container material and (2) large "Gaylord Housing Units" which 
hold large storage units called "Gaylord Bins". When a customer purchases a TOMRA reverse 
vending machine that uses small bins, the customer receives a negotiated number of storage bins 
as part of the sales contract. 1 These storage bins are sometimes referred to as "tubs." The storage 
bins are manufactured to be integrated with the reverse vending machines. Empty storage bins 
are inserted into the reverse vending machine in the location designed for this purpose. As the 
machine is operated, the converted beverage container material is processed by the machine and 
inserted into the storage bin. In the event that these small storage bins wear out or break, Tomra 
provides additional bins as replacement for the original storage bins. The beverage container 
material is then transported to materials processing facilities to be recycled. 

When TOMRA leases its vending machines to customers, the lease may take the form of either a 
capital or operating lease.2 When TOMRA leases a machine to its customers, it retains title to the 
bins that are provided with the initial transaction. The lease agreement includes provisions 
governing the lease of the bins as well as the equipment. 

TOMRA purchases all of the reverse vending machines that it sells from a foreign parent 
corporation. The foreign parent owns 100% of the stock in TOMRA. The storage bins procured 
by TOMRA for resale to its customers are manufactured and sold by unrelated parties. 

1 See TOMRA Reverse Vending Equipment Master Lease 
2 For financial accounting purposes, the difference between a capital or operating lease only impacts the 
accounting treatment of the lease from the lessee's perspective. See FAS 13. 
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The general ledger accounting for TOMRA's machine and storage bin purchases and sales is 
relevant to a significant portion of the errors in the use tax assessment. When TOMRA purchases 
reverse vending machines from its foreign parent, it debits machine inventory and credits cash. 
When TOMRA purchases storage bins from its supplier , it debits tub inventory and credits cash. 
When TOMRA sells a reverse vending machine and related tubs to a customer, it debits accounts 
receivable and credits machine revenue. TOMRA also credits machine inventory and tub 
inventory and debits cost of goods sold ("COGS"). When TOMRA ships replacement tubs for 
tubs that have worn out through repeated use, TOMRA does not charge its machine sale 
customers for these tubs. Under TOMRA's agreements with its customers, the customers have 
the right to receive additional tubs at no incremental cost. Thus, when TOMRA ships 
replacement tubs, it does not issue an additional invoice or charge the customer more sales tax. 
The inventory withdrawal increases TOMRA's COGS, but does not increase the sale price of the 
machines and tubs sold. When a tubs inventory withdrawal is undertaken to replace worn tubs, 
TOMRA debits COGS and credits tubs inventory. There is no corresponding credit to sales 
revenue, no sales·invoice, no incremental charge to the customer, and no sales tax coUected. 

The MDOT asserted in the audit workpapers that 445 inventory withdrawals with account 
descriptions of "COGS-TUB" were untaxed errors included in the overall taxable exception 
population of $2,477,712.40.3 The dollar magnitude_ of these COGS-TUB items was 
$473,449.86. Because of en-ors in compiling the total taxable exceptions, the con-ect balance of 
taxable exceptions should have been $825,217.05 (this error is described more fully below). 
Thus, the COGS-TUB exceptions comprised more than 57% of the overall asserted taxable 
exceptions consisted of inventory withdrawals of storage bins. 

During the audit period, when TOMRA sold or leased reverse vending machines to its customers, 
TOMRA collected and remitted sales tax on the total purchase price invoiced to the customer, 
including the price allocable to the bins which was not separately stated. 

TOMRA's customer_s utilize reverse vending machines to collect used bottles and cans to begin 
the industrialized process of conversion to reusable retail material. The first step in the overall -
process of recycling a used aluminum beverage can or glass/plastic bottle begins when the 
TOMRA machine receives the can or bottle which is passed through its sensors to determine if 
there is excess liquid remaining in the can or bottle. If there is excess liquid remaining in the can 
or bottle at its point of entry into the TOMRA machine, the machine will reject the can or bottle. 
The TOMRA machine further has the capacity to distinguish the color of the bottles ( clear, 
amber, green, etc.) for glass sorting purposes into separate Gaylord storage bins. The aluminum · 
cans and plastic bottles are not sorted by color, however the coverted returns are placed in their 
own separate Gaylord storage bins. Additionally, the TOMRA machine sensors have the capacity 
to determine the type of plastic that is acceptable in the machine such as pqlyethylene 

3 This amount is net of an immaterial amount of exceptions for promotion items that were separately 
accounted for by MDOT on the workpapers. 
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terephthalate ("PET") or to determine high-density polyethylene (HOPE) which is not acceptable·. 
The sensors fulfill a critical part of the process in that they ensure the quality of the returns and 
also that they are sorted in the proper bin which determines it use for recycling. Once the bottle or 
can has been accepted by the TOMRA machine, the machine then converts the bottles and cans as 
they are inserted into the machine. 

When a can or bottle is processed by a TOMRA machine, ownership of the underlying beverage 
container material transfers at the point of destruction from the consumer to various beverage 
distributors such as Coke or Pepsi. UBCR, LLC ("UBCR") is responsible for picking up the full 
Gaylord bins, and then resupplying empty bins. UBCR brings the contents to its recycling 
distribution center, where the raw materials are sorted and processed further, and where recycling 
fees are billed to the relevant distributors. UBCR is paid by the distributors for its recycling 
services. The processed materials are sold to additional industrial consumers for consumption. 
Ownership of the small bins does not transfer to UBCR. However, UBCR provides empty 
Gaylord bins from an inventory pool it manages. 

In August 2011, the MDOT completed an audit of TOMRA for sales and use tax for periods 
October 1, 2003 through December 31, 2008. The MDOT provided TOMRA with detailed audit 
workpapers (see copy attached) to support the assessments noted above in the Billing Notices. 

ISSUES 

With respect to the taxes assessed in the two Bills for Taxes Due (Intent to Assess), TOMRA 
protests the assessments for the following reasons: 

1. The workpapers provided by the Department contain mathematical errors 

The MDOT' s use tax workpapers report total taxable adjustments of $26,178,591 on Schedule B 
page 2 of 2. Upon applying the 6% tax rate to this sum, tax of $1,570,716 is computed on 
Schedule A 1. This amount of use tax is subsequently reported on the Final Audit Determination 
Letter dated September 27, 2011 and assessed on the Bill f~r Taxes Due (Intent to Assess) dated 
October 3, 201 1. 

The single largest component of the use ·tax assessment is the "Expenses - Projected" amount 
reported on Schedule B of $26,119,929. This expense projection comprises 99.8% of the total 
use tax adjustments claimed by the MDOT. 
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The detailed computation of the expense projection is reported by the MDOT on a workpaper 
entitled "Projected Exceptions." The MDOT tested TOMRA's expenses for proper use tax 
compliance for six sampl~ months in the sixty-three month audit period. In the six months tested 
and included in this report, "Total Exceptions" of $2,487,612 are reported out of a "Test Period 
Base" of $3,097,085. By dividing the exceptions by the base, the MDOT determined that 
80.3211 % of TOMRA's purchases were taxable within the six month test period, as reflected by 
the 80.3211 % "Projection Multiplier." 

On the Projected Exceptions workpaper, the total six-month Test Period Base of $3,097,085 was 
divided by six to compute a monthly base of $516,181. For the five full-year tax periods within 
the audit of 2004- 2008, this $516,181 amount was multiplied by twelve to calculate a Projection 
Base of $6,194,169 for each of these five years. For the three-month tax period within the audit 
of October 1, 2003 - December 31, 2003, the $6,194,169 annual amount was multiplied by 1/4 to 
calculate a Projection Base of $1 ,546,542. The sum of Projection Bases for the five full years and 
three-month period was $32,519,387. By period, these Projection Bases were multiplied by the 
Projection Multiplier of 80.3211 % to produce Projected Exceptions of $26,119,929 in total. 

The MDOT workpapers include a 19 page Microsoft Excel spreadsheet entitled "expense 
exceptions" to support the computation of the $3,087,184.66 and $2,477,712.40 of total test 
period base and total exceptions for the 6 month sample examined. In the spreadsheet, cells 
I1726 and J1726 contain the sums that respectively report the $3,087,184.66 and $2,477,712.40 
of total test period base and exceptions. Cells I1726 and J1 726 each contain a formula that sums 
every line item in the particular column from row 7 through row 1725. In rev1ewing the 
composition of the computed exception amounts on the worksheet it is evident that monthly 
subtotals are being captured in six rows, including rows 218,305,431, 761, 1123, and 1470 (this 
subtotal is labeled "2008 expenses", but appears to subtotal transaction; only from September 
2008). Also, there is a "Total Expenses" subtotal that sums the subtotals from rows 218, 305, 
43 1, 761, 1123, and 1470 on i:ow 1471. These subtotal amounts are then again included within 
the columnar total amount in row 1726 in addition to the amounts from each individual line item . 

. Accordingly, the amount of total exceptions and the test period base as reported by MDOT were 
erroneously overstated by a factor of three due to this triple-counting of items and subtotals. 

When the subtotals are deleted from the column totals so that exceptions and base items within 
the six· month test period are each counted only once, then $1,038,274.47 and $835,117.05 of 
total test period base items and total exceptions are computed for the 6 month sample period.4 

4 These sums each include the $9,900 in promotional expense exceptions included by MDOT in the 
spreadsheet below the columnar totals. 
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If the Projected Exceptions workpaper is recalculated to include test period base items and 
exception items only once, the total six-month Test Period Base of $1,038,274.47 would be 
divided by six to compute a monthly base of $173,047. For the five full-year tax periods within 
the audit of 2004 - 2008, this $173,047 amount would be multiplied by twelve to calculate a 
Projection Base of $2,076,548 for each of these five years. For the three-month tax period within 
the audit of October 1, 2003 - December 31, 2003, the $2,076,548 annual amount would be 
multiplied by V4 to calculate a Projection Base of $519,137. The sum of Projection Bases for the 
five full years and three-month period would be $8,825,329. By period, these Projection Bases 
would be multiplied by the Projection Multiplier of 80.4332% to produce Projected Expense 
Exceptions of $7,098,492 in total. 

Thus, the MDOT's math errors produced an overstatement of projected expense exceptions of 
$19,021,437 (or $26,119,919 as reported minus the $7,098,492 properly reported if the triple­
counted items are only counted once). Carrying through the corrected expense exception to 
Schedule B, Total Purchases as reported of $30,345,664 must be reduced to $11,324,227. 
Determined Tax computed on Schedule Al must be reduced from $1 ,820,741 (6% of 
$30,345,664) down to $679,453 (6% of $11,324,227). Net of the Reported Tax of $250,024, the 
corrected Tax Due on Schedule Al (assuming but not conceding that the identified errors are 
indeed errors) should be $429,429 and not the $1,570,716 erroneously reported by the MOOT. 
The corrected Penalty on Schedule Al should be $42,943 and not the $157,073 erroneously 
computed by the MDOT. An estimate of the interest due on schedule Al should be $139,436, 
and not the $510,027 erroneously computed by the MDOT. 

In summary, the MDOT's math error caused an overstatement of use tax, penalty and interest of 
approximately $1,626,008 as computed on Schedule A 1. Even if TOMRA agreed with 100% of 
the exceptions noted in the MDOT's expense projection, only $611,808 would be due and owing 
with respect to use tax in the audit, and not the $2,237,816 computed erroneously by the MDOT. 
The taxpayer protests all portions of the assessment, and associated penalty and interest that 
resulted from these computational errors. However, for reasons set forth below, TOMRA also 
protests other elements of the use tax assessment. 

2. TOMRA's inyentory withdrawals of storage bins does not represent a taxable use of 
tangible property by TOMRA in Michigan 

As described in detail in Section 1 above, the MDOT's audit w_orkpapers include a use tax 
expe-nse projection of $26,119,929 reported on Schedule B. Once the triple-counting of items is 
eliminated, the total expense exceptions for the six month test period would be $835,117.05, and 
the test period base would qe $ 1,038,274.47. 
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Of the total exceptions of $835,117.05, the single largest component consists of 445 items 
reported by MDOT as inventory withdrawals having account descriptions of "COGS-TUB" 
$473,449.86. 

The delivery of the Gaylord housing units and small storage bins to customers in Michigan is a 
contractual obligation of TOMRA that is part of a fully-taxed transaction. Clearly, the Gaylord 
housing units, which are shipped in conjunction with the reverse vending machine are an integral 
part of the machine sale. TOMRA charges a fixed price for an amount of equipment that may 
vary depending upon each customer's individual circumstances. The additional delivery of small 
storage bins increases TOMRA's costs to generate machine sale revenue, Since the cost of 
continued support through provision of these small bins has already been factored into TOMRA's 
pricing which they have already collected and remitted sales tax, consistent with a Michigan 
Supreme Court ruling, these transactions are not subject to use tax.5 

As a result, all transactions related to inventory withdrawals labeled "COGS-TUBS" consist of 
shipments of tangible personal property that was part of a transaction with a fixed price for which 
tax had already been collected by TOMRA. The reporting of these inventory withdrawals by the 
MDOT as taxable uses of this property in Michigan by TOMRA was thus erroneous. 

Net of the $473,449.86 in COGS-TUB exceptions, the remaining expense exceptions in the test 
period would be $361,667.19. Recomputing the expense projection across the full sixty-three 
month audit period, the Projected Expense Exceptions of $7,098,492 would be reduced to 
$3,074,170. This correction would cause a further reduction in tax base of $4,024,322, and a 
reduction in tax of $241,459. The corresponding reduction in penalty would be $24,146. The 
corresponding reduction in interest would be $78,402. The reduction in tax, penalty and interest 
related to this issue is $344,007. 

Considering the aggregate of the math error in section 1 above and the COGS-TUB error in this 
section, the remaining use tax assessment of tax, penalty, and interest following the correction of 
these two items would be $267,001. However, TOMRA protests other elements of the 
assessment as set forth below. 

3. TOMRA's sales and leases of reverse vending machines in Michigan are exempt 
pursuant to the industrial processing exemption 

The MDOT sales tax ·workpapers assert a sales tax deficiency on Schedule Al of $770,019 
(including penalty and interest). This deficiency is based upon audited gross sales of 
$52,558,564, less total deductions of $2,975,007 for a taxable balance of $49,583,557 across the 
sixty-three month audit period. The tax computed on this balance is $2,975,014. The Reported 
Tax on Schedule Al is $2,458,452, resulting in a net tax deficiency of $516,562. For reasons set 
forth below, TOMRA not .only protests the $770,019 in sales tax, penalty and _interest assessed by 
the MDOT, but it also claims. a refund of the tax collected of $2,458,452 plus applicable interest. 

5 See General Motors Corp. v. Dept. of Treasury, 644 N.W.2d 734 (Mich. 2002). 
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TOMRA sells or leases tangible personal property to Michigan customers that is eligible for an 
industrial processing exemption pursuant to Michigan law.6 

TOMRA's customers utilize reverse vending machines to collect used bottles and cans to begin 
the industrialized process of conversion to reusable retail material. The first step in the overall 
process of recycling a used aluminum beverage can or glass/plastic bottle begins when the 
TOMRA machine receives the can or bottle which is passed through its sensors to determine if 
there is excess liquid remaining in the can or bottle. If there is excess liquid remaining in the can 
or bottle at its point of entry into the TOMRA machine, the machine will reject the can or bottle. 
The TOMRA machine further has the capacity to distinguish the color of the bottles ( clear, 
amber, green, etc.) for glass sorting purposes into separate Gaylord storage bins. The aluminum 
cans and plastic bottles are not sorted by color, however the coverted returns are placed in their 
own separate Gaylord storage bins. Additionally, the TOMRA machine sensors have the capacity 
to determine the type of plastic that is acceptable in the machine such as polyethylene 
terephthalate ("PET") or to determine high-density polyethylene (HDPE) which is not acceptable. 
The sensors fulfill a critical part of the process in that they ensure the quality of the returns and 
also that they are sorted in the proper bin which determines it use for recycling. Once the bottle or 
can has been accepted by the TOMRA machine, the machine then converts the bottles and cans as 
they are inserted into the machine. The machine then feeds the converted glass or plastic into 
internal bins that are an integral part of the machine. The internal bins store the materials within 
the machine until such time as the materials are collected for transport to a processi~g plant. This 
process converts the form, composition, quality, combination, and character of the materials to 
the point where they are no longer recognizable or functional for their former use. As discussed 
above, the sensors at the beginning of the process ensure the converted material is contaminant 
free in accordance with recycling standards in order for it to be of a composition and character 
suitable for manufacture into new products. The materials collected and converted by TOMRA 
machines are used for a variety of uses in producing new products ultimately sold at retail or for 
reuse. For example, one of the most common uses of PET is in the manufacture of new carpet. 

According to Michigan statute, 

The sale of tangible personal property to the following ·after March 30, 1999, subject to 
subsection (2) is exempt from the tax under this act: 
An industrial processor for use or consumption in industrial processing [or] 
A person, whether or not the person is an industrial processor, if the tangible personal 
property is used by that person to perform an industrial processing activity for or on 
behalf of an industrial processor.7 

6 See Mich. Comp. Laws Ann. § 205.54t, generally. 
7 See Mich. Comp. Laws Ann. § 205.54t(l), ( l )(a) and (l)(c). 
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According to Michigan statute, 

Industrial processing includes the following activities: . .. Recycling of used materials for 
ultimate sale at retail or reuse.8 

There can be no reasonable disagreement with the conclusion that the sole purpose of TOMRA's 
machines is to recycle used plastic, glass, and aluminum to produce products for ultimate sale at 
retail or for reuse. Therefore, the act of u·sing a TOMRA machine unquestionably fits the 
Michigan statutory definition of "industrial processing" activity. 

According to Michigan statute, property that is eligible for an industrial processing exemption 
includes the following: 

Machinery, equipment, tools, dies, patterns, foundations for machinery or equipment or 
other processing equipment used in an industrial processing activity and in their repair 
and maintenance.9 

The Legislature thus envisioned a very inclusive and broad definition of equipment qualifying for 
the industrial processing exemption. Any machinery used in an industrial processing activity 
qualifies for the exemption. TOMRA's reverse vending machines are clearly machinery used in 
an industrial processing activity under this provision, and qualify as property eligible for an 
industrial processing exemption for this reason. 

According to the defin_itional section of the Michigan industrial processing statute, 

"Industrial processor" means a person who performs the activity of converting or 
conditioning tangible personal property for ultimate sale at retail or use in the 
manufacturing of a product to be ultimately sold at retail.10 

A grocery store or a liquor store that has purchased a TOMRA reverse vending machine and uses 
that machine on its premises very squarely fits within the definition of industrial processor. 
Operating the machine that converts the glass, aluminum and plastic which is ultimately 
manufactured into a product to be sold at retail is the predicate act that qualifies the grocery store 
as an industrial processor. Note that the d~fmition does NOT require that the industrial processor 
itself be the party that manufactures that product ultimately sold at retail. Nor does the definition 
require that the industrial processor undertake as its main or primary function the act of industrial 
processing. It is perfectly consistent with the statutory defmition that a taxpayer such as a retail 
establishment that uses equipment in industrial processing as only a small or tangential part of its 
operations is nonetheless an industrial processor for those relevant operations. 

8 Mich. Comp. Laws Ann. § 205.54t(3) and (3)(i). 
9 Mich. Comp. Laws Ann. § 205.54t(4)(b). 
10 Mich. Comp. Laws Ann. § 205.54t(7)(b). 
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Considering the industrial processing statutory provisions together, it does not matter ·whether the 
stores that TOMRA sells or leases the reverse vending machines to is or is not an industrial 
processor, because under subsection § 205.54t(l)(c), any person is entitled to the benefit of the 
exemption so long as they use purchased equipment to engage in an industrial processing activity 
for or on behalf of an industrial processor. 

With respect to storage bins sold and leased as part of the reverse vending machine transactions, 
TOMRA finds further support for this position in Administrative Bulletin RAB 2000-4, in which 
the Department enumerates the type of tangible personal property that qualifies for the industrial 
processing exemption through the application of several examples. Examples 13 and 14 are the 
most applicable to the processing of industrial and commercial waste. 11 Example 13 presents a 
company that collects production waste into small containers and then consolidates those small 
containers into one large container for ease of collection by a recycling company. Under tliis 
hypothetical example, the small collection containers qualify for exemption, but the large 
container, which is removed from the processing activitie~ ar:id serves only a storage purpose, 
does not qualify.12 Example 14 presents a company that collects and bales production waste into 
bundles, which are then stored in containers until they are collected by a recycling company. The 
example provides that the containers and the baling equipment qualify for exemption given that 
the materials collected do not come to rest until they are bundled in a storage area. 13 For these 
reasons, the storage bins sold and leased by TOMRA to its customers also qualify as exempt 
industrial processing equipment. 

In summary, because TOMRA sells and leases reverse vending machines and bins to customers, 
and because this equipment clearly qualifies for the Michigan industrial processing exemption in 
the hands of TOMRA's customers, any sales tax collected from Michigan customers during the 
audit period was collected in error. Accordingly, TOMRA protests the sales tax assessment of 
$772,665.50 (inclusive of penalties and interest). Additionally, TOMRA will seek a refund of all 
of its .sales tax collected and remitted during the audit period in the amount of $2,458,452 plus 
applicable refund interest. TOMRA understands its obligation to return the refund of sales tax to 
its customers .. 

4. The Department has not given TO:MRA an adequate opportunity to provide 
support for workpaper entries described as "no invoice" 

TOMRA has not been given a chance by the Department to provide additional information for a 
significant number of transactions in the use tax "Expense Exceptions" worksheet that are marked 
as taxable due to "no invoice." Although the ability of the Department to assume a transaction is 
tax.able in the event the taxpayer is unable to produce documentation that provides otherwise is 
not in question, TOMRA has not been afforded an opportunity to provide invoices to rebut the 

11 RAB 2000-4, supra note 9, at Examples 13 and 14. 
12 Id. atExample 13. 
13 Id. at Example 14. 
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Department's presumption. The "no invoice" transactions that are detailed, to the extent that 
TOMRA is unable to present documentation to demonstrate either that tax was collected and 
remitted or that the transactions were exempt from taxation, operate to overstate the error ratio 
asserted by the Department. These items represent approximately a taxable base of $293,752. 
TOMRA requests relief of time to respond appropriately to the items that were identified as"no 
invoice' in the audit workpapers. 

5. The Department has not given TOMRA an adequate opportunity to provide 
support for capital expenditures 

TOMRA has not been provided with the opportunity by the Department to provide support for 
any of its capital expenditures. Although the ability of the Department to assume a transaction is 
taxable in the event the taxpayer is unable to produce documentation that provides otherwise is 
not in question, TOMRA has not been afforded an adequate opportunity to provide invoices to 
rebut the Department's presumption. The "no invoice" transactions that are detailed, to the extent 
that TOMRA is unable to present documentation to demonstrate either that tax was collected and 
remitted or that the transactions were exempt from taxation, operate to overstate the tax liability 
asserted by the Department. These items represent approximately a taxable base of $788,288. 
TOMRA requests relief of time to respond appropriately to the items that were identified as "no 
invoice' in the audit workpapers. 

6. The Department has not given TOMRA an opportunity to provide support for 
workpaper entries described as "National Promo Accounts" 

The department has calculated an estimate of taxable advertising by multiplying TOMRA's 
federal Form 1120 Line 25 amount by the respective Michigan Single Business Tax sales 
apportionment percentage for each year, resulting in a projected taxable base of $498,884 in the 
use tax audit on Schedule B. TOMRA does not perform national advertising. There is no clear 
ratable amount of federal Line 25 expenses that are taxable in Michigan. Media advertising is 
exempt pursuant to Mich. Comp.Laws Ann. §205.54d(h). Advertising services are not taxable 
in Michigan because they are not among the enumerated services found in Mich. Comp. Laws 
Ann. §205.93a. For these reasons, it is likely that almost no portion of the amount estimated by 
the auditor is taxable. For this reason, TOMRA protests the assessment of tax of $29,933 by 
MDOT asserted as the Michigan portion of national advertising. 
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In light of the above, TOMRA respectfully requests an informal conference in contesting the 
Intent to Assess letters issued by the Department. If you have any questions, -please feel free to 
contact me at (860) 297-5033. 

Very truly yours, 

KPMGLLP 

tkl.fk~ 
Andrew Koutroumanis 
Manager, State & Local Tax 

Enclosures 

cc: Geoffrey Knotwell 
Robin Hettrick 
Rick Hill - KPMG 
Michael Duffy - KPMG 
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December 14, 2011 

VIA CERTIFIED MAIL 

Office of Hearings 

KPMG LLP 
One Financial Plaza 
755 Main Street 
Hartford, CT 06 l 03 

Michigan Department of Treasury 
Austin Building 
Lansing, MI 48922 

RE: TOMRA of North America, Inc. 
Acct#: 
Audit Review Period: 10/1/2003 -12/31/2008 
Request for Claim of Refund 

Dear Sir or Madam: 

Telephone + 1 860 522 3200 
Fax + 1 860 297 5555 · 
Internet www.us.kpmg.com 

Enclosed are amended returns for sales and use tax on behalf of TOMRA of North America, Inc. 
("TOMRA"), in connection with assessments TH82977 and TH82978, and the protest letter sent 
by TOMRA to the Michigan Department of Treasury ("MOOT"), dated December 2, 2011. A 
copy of the submitted protest letter has been provided for your convenience. The amended returns 
cover the audit periods I O/ l/2003-12/31/2003, and tax years ended 12/31/2004 -12/31/2008. The 
amended returns reflect the claim for refund for all Michigan sales tax collected from TOMRA's 
customers and paid during the relevant periods in the amount of $2,258,229.1 These periods 
remain open pursuant to a waiver of the statute of limitations period signed by TOMRA in 
connection with a related audit with the MDOT.2 

As noted in the December 2, 2011 protest letter filed by K.PMG on behalf of TOMRA, the basis 
for the claim for refund is that sales tax collected from TO:MRA's customers during the period 
was collected in error. TOMRA's equipment sales fall under the exemption that is provided to 
equipment used in industrial processing. Therefore, TO:MRA should not have collected sales tax 
from its customers. TOMRA understands that all proceeds resulting from the refund claim must 
be refunded to the relevant customers. 

TOMR.A's reverse vending machines are used to collect and then crush used beverage bottles and 
cans and reconstitute them into raw materials that are used by manufacturers to create a variety of 
recycled products. Sale of these machines are exempt based on the industrial processing 
exemption. Michigan provides an exemption from sales tax for certain items sold that are used in 

1 Note that refund claims have not been submitted for monthly periods where the taxpayer could not locate 
copies of the originally filed returns. These periods are April 2004, June 2005, January 2006, September 
2007, and January 2008. 
2 See enclosed copy of the TOMRA 's signed Consent to The Suspension of the Running of the Statute of 
Limitations, dated 3/24/2011. 

KPMG LLP Is a Delawere limited liability partnership, 
!~.~~-~~ '."ember fi~ol KPMG lnternalional Cooperative 
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industrial processing, including machines and equipment used in industrial processing activities,3 
where "industrial processing'' expressly encompasses the "[r]ecyclying of used materials for 
ultimate sale at retail or reuse."4 As described in the previous protest letter, the reverse vending 
machines sold by TOMRA fit the machinery definition provided in the industrial processing 
exemption statute squarely, as the m achines are used in the recycling of used materials for 
ultimate sale or reuse. TOMRA's customers additionally fit the "industrial processor"5 

description, because they convert and condition the cans and bottles placed into their machines for 
resale to end-line manufacturers producing products from recycled materials. 

In addition to the amended returns, we have included copies of the originally filed sales and use 
tax returns documenting the withholding and remittance of the sales tax at issue for relevant 
periods. Please note that this refund claim is being filed in duplicate both with the Michigan 
Department of Treasury Office of Hearings as well as the Michigan Department of Treasury 
refund section. If you have any questions regarding the content or methodology used in computing 
the amounts presented on the returns, please call me at (860) 297-5033. 

Very truly yours, 

KPMG,LLP 

~~ 
Andrew Koutroumanis 
Manager, Sta{e and Local Tax 

AK:emd 
Enclosures 

cc: Michigan Department of Treasury 
Geoffrey Knotwell, TO.MR.A of North America, Inc. 
Robin Hettrick, TOMRA of North America, Inc. 
Rick Hill, KPMG LLP 
Steve Kralik, KPMG LLP 
Michael Duffy, KPMG LLP 

3 
Mich. Comp. Laws Ann. § 205.54t(4)(b) (where exempt equipment includes "[mJachinery, equipment, 

tools, dies, patterns, foundations for machinery or equipment or other processing equipment used in an 
industrial processing activity and in their repair and maintenance). 
4 Mich. Comp. Laws Ann. § 205.54t(3) and (3)(i). 
5 

Mich. Comp. Laws Ann. § 205.54t(7)(b) ("'Industrial processor' means a person who perfonns the activity 
of converting or conditioning tangible personal property for ultimate sale at retail or use in the 
manufacturing of a product to be ultimately sold at retail."). 
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TOMRA of North. America, Inc. 
Total Refund Due 

' 
Years 2003 through 2008 

Year Refund bue 
2003 $ 91 ,901.88 

2004 $ 454,076.33 

2005 $ 388,165.05 

2006 $ 400,338.07 

2007 $ 545,504.34 

2008 $ 378,243.30 

Total Refund Due: $ 2,258,228.97 
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\lfichigan Department cfTn,asury 
IBS (Rev. OB-\~ 

A.nnual Return for Sales, Use and Withholding Taxes 
Taxpayer Name Account Number 

·.~~ : 
TOMRA of North America, Inc. 
o~e Corporate Drive, Suite 710 

llhe , C'l' 06484 

Date Due 

F}ie ... is return by Febru.ary 28. Do not i.Jse this form to replace a monthly or quarterly return. 
~ !" •• 

Check box if this is an 
amended return. 

x Amended Return · 
Amendment Dale 

12/7/2011 

A. Use Tax: Sales & Rentals 8. Sales Tax 
Sales and Use Tax 
fnt;: .. : 
e.;\J3ross sales "(including sales by out-of-state 

:::'.vendors subject to Use !ax} . , . -. . , • • 

!, Rentals of tangible property and accommodations, • , , • -: • , • , 

I. Telecommunications services, • 

1. Add lines 1, 2, and 3, •• , , • 

ALLOWABLE DEDUCTIONS 

I. Resale •••••• , •••• , •• , • , , •••••••• , ••• 

,.- · JridustrlaJ_ processing or agricultural producing , • , , •• 

{-;!_nterstate commerce • • • • • • • • • • • • • • • • • • 

i~.- Exempt services • • • • • • • • • • • • • , • .- •••• , 

-. · Sales on which tax was paid to Secretary of Stale ••••• , • 

6% 

•••••••••••••• 1. ,_ ______ ____. 

.............. ~-----------< 
• •• 3. ----------! 

• 4.~ .. ~~~~~-----1 

• • • • • • • • 5a. i----------1 

b. ,_ ______ _ 

. ,_.Fpod for h uman/~ome consumption , • • , , , •• , , • , , , f, ,_._ _______ _, 

. Bad debts • , • , , • • • • • • • • • • • •••• , , , , ••• ,' , , • , , , , , , , , • , , , , g, 1,--,,· ~~--~~~-,-1 

·, !_Michig_an motor fuel o~ d·iesel fuel tax, , • • , •• , , , , , , , , , , , , , • , • , • , •• , • , h. '..tI'?aJ)f.i%"i'~~¥.\~fttif~ 
_-. .-~!her - Identify: • , , • , , , , . • • • , , , , , , , • , , , , , i. tc:-:--,..,,.,.,.---=-----,..--c-c-,,.,,-,.,-,,-i 

:··:.Tax included in gruss sales (line 1) •••• _ ••••••.•••••••••• , •••••••••• J. t1;:':l01i1t.;f!lJ?..>,1~W;i;j.i,f.lt-: 
}'°'Total allowable deductions. Add lines 5a - 5j , , , •• , , , , , , • , , , , , , ; , k, 1-Jp,,-'-----------1 

;;.Taxable balance. Subtract llne 5k from line 4 , , ·, , , , , , • , , • , , , • , , , , , • 6.1-Jp,,-'----------l 

;1;rax Rate , , , • • • • • , • • • • , , • • • • • • , • • • • • • • • • • , • , , , ••••• 7. x .D6 

• Gr<""" tax due. Multiply Hne 6 by line 7 • , , , , , , , , • , • , • , , , , , , • , , , , , , , , B. i-"'"--------; 
: ·Ta, ,cted In excess of line B • • • • • • , ••••• , , • • • • • , •••• , , , , 9. ,_,.: ______ __, 

.: _Add lioes 8 and 9 , , • , , • , , , • , , , , , , • , •• , • , • , , , , • , 1 a.,...... ______ __, 
•• "ft?:AL discount allowed (see Instructions), , , , • , , •• , , , , • , , , , , , , , , , , , , 11. 1-'---i,,. ______ ......., 

}fSr~I tax due. Subtract llne 11 from line 1 D • , • , •• , , • , , , , , , , , , , , •• , , , • • 12. ,_ ______ _ 

L't~x payments In current year (after discounts) , , • , • , • • • , • , , • , , , • • • • • 13, ._ti--'-----'------' 

~-;trax on Items Purchased for Business or Personal Use* 

6% 

. 
1. s,6a3,9Sl,33 

2. ~if~~}fi!~'f:fit~~,;-=:;,:;1}~;& 
3. ~t~t1}~~~1~~~tf~J~~ 
4. .. 5 683 951. 33 

5a. 

b. 1,531,698.00 

C. 

d. 
e . 

f. .... 
g. 

h. 
i. 

J. 
k. ~ 1 531.698.00 

6, ~ 4,152 253.33 

7 . x.06 

B. .... 249 135.20 

9, .. 
10. 249 135.20 

11. .... 
12. 249,135.20 

13. II>- 341,037.08 

• Enter your t~ble purchases • • , • • , • )i>-14a, 1, o9 o, 779 • 67 x .as "' 14b. ______ G_s""', .... 4_4_6_._7'-B-

• Tax payments made in the current year • • , , , , , • , , , , , , ai,- 15. ______ 6_5~,~4_4_6_._?_B_ 

'ithholding Tax 
._ Gross Michigan payroll and other taxable compensation for the year , , , , , • , . , , , , , , , , , • , , , • , , , , ,-. 16. ---------­

: · Nbmber of W-2, 1099, and/or 4119 forms enclosed .•• , • , , •••••• , , , 17. ----------
. Total Michigan income tax withheld per W-2, 1088 and 4118 forms , • , • , , , , , , , , , , , , , , , , , , , , , .,_ 18. ----------. · 't' cit a I Michigan Income tax withholding paid during current tax year , , • , , , , , , • , , ••• , , •• , , • , ai,-19. ----------

~mmary 
Total sales, use and wlthhold1ng taxes due. Add fines 12A, 12B, 14b and 18 . . 

, Total sales, use and withholding taxes paid. Add lines 13A, 13B, 15 and 18 , 

:;j\Hine 21 is great~r than 11ne 20, enter overpayment •• ; , .• , 

;~mount of line 22 to be credited to your account. 

: We will notify you when your credit Is verified and available • , , • • , • 

'Amount of line 22 to be refunded to you 
t . •a•••'" .II•'"• 'II• a• 

20. ______ 3"'1""4"','""'S'""'B'""'l"'.'""'9'""'8'"' 

21, ______ 4"'0:..;6:...,r...c4:..:B:..:3:...:•:...:B:..:5:.. 

._ 22. _______ 9_1~, 9_0_1_. a_s 

)I,, 23. ---------
.... 24. -------'-9_1-'--, 9:...:0_1..c.·:...:B:...:_B 

_ if l_ine 21 is less than line 20, enter balance due • , , , ; , , , • , •••• , .". , ••• , • • • • • , , , •••• ._ 25. ---------­

)f"·this return i~ filed late, enter penalty and interest (See instructions.) , , , • , , •• , •••• , • , • , , • • • • • Ji.. 26. ---------­

,'fqTAL PAYMENT DUE. Add lines 25 and 26. Makecheckpayableto"State Df Mi&higan." , , , , • , • , , • , • , , )I,, 27. ----------

1lf~.: :.'1 Items Pun:hased for Business or Personal Use: Use lines 14 and 15 to report purchases made for use in your business 

qfij amovecl from your inventory for personal or business use. Do not repeat the amounts from Column A. llnes 1 - 4 here. 
·i:·;· 
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Form 165, Page 2 Account N,ime · 

.'.: TOMRA of North America, Inc. 

·· . . ·, '. 
·t. ·. t:~ 

r · e of Business Owners hi check one· onJ 

~ Individual 

_Husband~ Wife · 

Partnership · 

~-:,. ~ Registered Partnership, Agreement Date: 

1c·,D Limited Partnership 

:j·Umited Liability Company 

-'.i § Domestic (Michigan) 

:.i•,. •· Professional 

{ ·"" Foreign (Non-Michigan) 
i.+,:.· 
~alson for amending return. Include your account numbervfnot !isled abo\'E) In the explanatlon. 
t,!":;'~).. •! ,: . 
SEE'·ATTACHMENT 
~-;?:\<. 

D Michigan Corporation 

EJ Su bchapter S 

Professional 

W Non-Mich. Corporation 

D Subchapter S 

,ighature (you are required to complete all information requested below) 

nTrust or Estate (Fiduciary) 

Joint Stock Club or Investment Company 

S oclal Club or Fraternal Organization 

other (Explain) 

:de~fara under penalty of perjury that this retum is true and complete lo / declare under penally of perjury that this re/um is based 
1i(fesl of my knowledge, on all fnfarma!ian af which I have ·any knowledge. 

autt1Drize Treasury to discu~s my return with my preparer. GJ Yes D No Preparers Slgnalute, Address, Telephone and ID Number 

------------------tthk1JJ~4'Wlt~ 
KPMG, LLP 

~x:/layer FEIN or Social Security Number Telephone Number 

lllllll~c--c-~~.,...,...--=-~~_j~I_Q__'.3_~~~~~~~~_jone Financial Plaza 203 447-9738 

(:;,"l,ibr:'i!~J~~:b~~M~;:~~;i/trt~~~ Date 7 5 5 Ma in St re et 
·:-c: ·;.,::,'." .. L..!.:::s"-"'-',,..___,..__,_._'=""-'--"u.rt..r='----+-,--~J-=-:Z...:./_tS_/_11'-------t Hartford, CT D 610 3 
'.~· -o~ Co!Jlorala Ortloar ~••p~n,iblo for Return Telephone Number B 6 O _ 2 g 7 _ S S S S 
; __ , _: Db n 1-\-d-\nclG ~~.. ' 

if·'Aware of Postal Regulations When Mailing Your Tax Return: The U.S. Post Office calculates postage based on the weight, 
,ti{·and thickness of an envelope. Consult wlth the Post Office before mailing to avoid delays in delivery; items with insufficient postage 
$ • 

!L be returned to the sender by the Post Office. 

ailing Instructions: 

enclosing payment with your Annual Return; mail to: 
chlgan Department of Treasury 
,partment 7B172 
::>: Box 78000 
!lroit, Ml 48278-01·72 
~ ~ . 
~ Jt~ 
firctuesting a Credit to your account (amount on line 23) or a Refund (amol:Jnt on line 24), mail to: 
;:hJgan Department of Treasury 
). Box 30779 
nsing, Ml 489Q9 

! other Annual Returns without payment, mail to: 
:h[gan Department of Treasury 
r}Jng, Ml 48930 

'-"-· Go to www.michigan.gov/taxes to check your Sales, Use and Withholding 
l transactions and ask questions about your account on-line. 
2so·N 2.0oa 

.- : 
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;):c.· ,. ,, 

~t•{. 

I :• 

·,,. 
"<"; : 

Month 
January 

February 

March 

April 

May 
June 

July 

August 

September 

October 

November 

December 

$ 
$ 
$ 

$ 
$ 
$ 
$ 

$ 

$ 

$ 

$ 
$ 

Sales Tax 
Originally 
Remitted 

17,865.98 

19,773.14 

18,710.06 

23,778.14 

27,584.20 

27,501.15 

42,051.94 

31,361.18 

40,509.41 

31,754.37 

32,743.92 

27,403.59 

TOMRA of North America, Inc. 
Refund Calculation Summary 

Year Ending 12/31/2003 

$ 

$ 

$ 

$ 

$ 

$ 
$ 
$ 
$ 
$ 

$ 

$ 

Use Tax 
Originally 
Remitted 

11,399.28 

3,993.64 

10,518.34 

6,612.29 

4,011.34 

6,033.75 

4,148.28 

6,947.27 

3,606.21 

4,450.27 

2,300.55 

1,425.56 

$ 
$ 

$ 
$ 

$ 

$ 

$ 
$ 

$ 

$ 

$ 

$ 

Total Tax 
Originally 
Remitted 

29,265.26 

23,766.78 

29,228.44 

30,390.43 

31,595.54 

33,534.90 

46,200.22 

38,308.45 

44,115.62 

36,204.64 

35,044.47 

·28,829.15 

Amoun.tDue 
Per Amended 

Return 
$ 29,265.26 

$ 23,766.78 

$ 29,228.44 

$ 30,390.43 

$ 31,595.54 

$ 33,534.90 

$ 46,200.22 

$ 38,308.45 

$ 44,115.62 

$ 4,450.27 

$ 2,300.55 

$ 1,425.56 

Total Refund Due: 

Refund Due 

$ -
$ -
$ -
$ -
$ -
$ -
$ -
$ -
$ -
$31,754.37 

$32,743.92 

$ 27,403,59 

$91,901.88 
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. ·:. ·-. . . ·.; .. r·}? .. .-:r;·.,·::':,.. .. ·,'.; .uKH.:111~~.~ > .. · ·I?!::,.::.:_.·-. •~:,•~,~r,•·_:.i,','.'.~.'.:;r:·,··, "1~ •• ••.r•;, •• " .• T· ~ : ':,-•:r~ .,.t~ .. !:: '' 
. - .··:··.•:··:# •. t.·.·.· .· 

·:·- ":! ••••• 

Michigan Dap1.-· . e.!!l.l.ry-SUW 
. ; . '. •• t,. 

Please print your mimbers /Ike this. Usa blue or black ink. I 2 3 1t 5 6 7 8 .9· O·· 1SD, #ormer C- ,(Adv. M>ll) .. .. -. :., .· 
Combined RETURN 
for Michig~n Taxes • ·_..,/ w·-,J~. 7· ssr 

Sales Tax 01 ::),,I , t !;J,,tf_ v. Estimatas 07 

Sales Tax - Voucher 
Discount 02 Payment• 

Da nqt make changsil on this farm. 
Us-s farlf.1 C-3419 far alt cbang,s. 

Account 
Nutnbar 

Dffic:&Use 

22 
Use Tax 
{~) Lt :4sa~;i,- Penalty & 

03 Interest 

Return Period 

9CT08ER 2003 
Dus Data 

NOV15, 2003 Use Tax 
Oisccunt 04 

Use Tax 
(Pllthases) 05 

Company Name 
Michigan 

f=--T_O_M_,RA...,.,...._0-:-f_.N_R_O_T_H_A_M_E_R-.IC .... A..,.l_N_c_-t -Wrthholding • 06 

'Enter the wnount paid with a. Discount 
~~:.;1!,:~dd~~:::::_--,;::;;:,c:-:--~~W~ Vcuch_e:· This is not a subtotal line. 

• · Make- checks payable to: State cf Michigan. 
• 

Total Payment 

22 2 

98 

99 

97 

97 

97 

. , . 

' ... ·. 

o.1 '_ .... , 

FiESEflVED · 
l ... 

RESERVED . ·.~ . 

RESE;RVED· ·. 
. ' 

9 0310 0 4 
' I,' 

,, 

·, 
J.. 
j -

.~. 

i 
i 

. t 
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-~ : · .. ~ .. · 

· Mic:higM Dept_ of Treasury • ·suw 
160, ronner t-3200 (Rev. 9/00) 

Combined 'RETURN 
. for Michigan Taxes 
. Do not make changes on this farm. 
Use form C-3479 tar all changes. 

Account I Office Vs_e 

NI.IITlber - 22 
Return Period · .I Due Dam 
. NOVEMBER 2003 _ DEC 15, 2003 

Company Name 

· TOMRA OF NROTH AMERICA INC 

UKlblNAL c• .. ~ r ! l, :• •;,; '• 
.. i .-

Pleaseprlntyournumb~ll~eth/s,Usabluaorblackfnk. ,I 2 g 4 96 7 if~ 0 

j ;)/ t-j # J tj j).- SBT ':'::1·'.' 

Sales Tax 01 Estimates 07 
J • • • 

Sales Ta:< Voucher 
Discount 02 Paymenr 9ij. 

Use Tax ·:;;.. ~·'@O. ~:s Penalty & ,:: ~ 

(Saes!Renta!s) 03 Interest 99 
.. 

I 

U~Tax .. ,·"::· .. t.-:.:::: 
<. -\ ·.~Ef:i~ ._: Discount 04 97 

Use Tax .-j;_: . . : RESERVED (Purchases) 05 ,:·.~·=1-.~ 
97 .,, 

Michigan 
06 Fi.ESEA.Vi;iD. Wrthho!ding 97 

' • *Enter the amount paid with a Discount 
Voucher. This is not a subtotal line. 

Make checks payable to: State of Michigan.· Total Pay~ent /:: ;,- · : i f3.6 0 .. {.</ {. o/ 
. - s l • / •' 

22 2 9 0311 7 4 

• • •• :-'}' • 1 • ::~ ••• 
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__ : :'~• (UCJJlM Li•320q}~t~1\:~~~i"\\T• ;•~. 
. ' .. : :· ~ ;,, 1: Please print yoiir n'ubiJi.iis'llh lhfs. Uieb/ue ~ ~l~ lli.Ay". 2--'.~ \ \;t·~· 7 a· q :·~·, { :t·:: J:i (. _ 

$. :·: ,, .Sales1at ~~ . iZ 7 : 4 tJ 3.. ~ t:, :~Trnal~ . 01 Comb1ned RETURN .. 
for Michigan Taxes · 
Do nut mab change: an f!Jhr /tJnn. 
Usi: turm C-3479 for all changu. 

Acoounl 
Nwrbcr 

DueO,ite 

Office Viio 

. 2:Z 

RtrJL.m Pe.forl 

DECEMBER JAN 15, 2004 

Company Nama · 

TOMRA OF NROTH AMERICA JNC 

Mic gan epl. of Tiea.ury 
Dept. 17CXX3 
Oelroil, Ml 4a2n-r.:coo 

Sales Tax VoL1Cher 
Dill~ounl 02 Payment" 98 

Use1ax I .1-~ _ti(p 
Penafty & 

(~iR.enl.1$) 03 lr!lerH.i. 99 

Use Tax 
Disco uni 04 97 RESERVED 

U11eTax 
{Pl.mlaresl 05 RESE°r4VED 97 

Michigan 
aiding 06 97 RESE~VED 

·Enter lhe amount paid with a Discount @ 
Voucher. This is nol a subtotal line. 

Told Payment 

22 2 9 0312 1l 4 
•" :, •" • •• I • j 'I, : 

····,"' . . . .. ~' · .. · 

\. 
A 

(>) 

\ll 

.... 
Ul 

LJ1 
1---' 
-..I 
U1 
U1 
l'J 
CS! 
-..l 
.p. 
en 
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I ' 

....... 
... ~;~ 
;J Mhahlgan J;'epl. a[Tres,.ury, 155, (ReY, 9/03) . 

}: Annuaf ~etum for Sales, Use and Withholdln 
;; · . PlaC!' Lflbdfrorn Your Coupon Book Hera er, Enter Taxpayer Namr1 _ 

.. mll OF NORTH AMERICA INC 

ORIGINAL 

4BO LOli!DSHIP BOULEVARD . 
Date Due 

~c· STRATFORD CT 06615 ~2=0=0=3~~~--'-~~~~~~~~---' 

File this return 
by February 28 

.., 
} · Do not use this form to replace a monthly or quarterly return. 
=y-:t:· 

~ :~. 

A. Use Tax: Sales & Rentals B. Sales Tax 

:: .":~ales and Use Tax 6% 4% 6% 4% ,,-;. j -

:: ' 1. GroH 1,aJ~ Qm:ludlng sales by out-of-stale 

~-:J.'. -- . vendor& &Ubjeet lo use lax) • , •• , , , , • • • • , 1, -------+----------1 1. 5 683 9 

l?~)! .. Re(lt<il& of tangible property and accommcdalk1ns , • , 2. 2. i::MM~~\Wl~E'i:~_ 
~~';3." Communication &ervlces • • ; , , , • • , , , • , ; , 3. 3. S,~~;;;;;,.,~,i,~i;,.: 
~~=,·4· Add 1· d 4 .,._ ""° ,..-1,: • me• 1, 2, an 3, , , • , • , •• , • •·, , , , , , ,:...._------+-'----------1 
~~'. · ALL:OWABL.E DEDUqTIONS . 
·' 5a. Resale; , ••• , •.• ·• , , ••• , • , , , , , , 5a. -------+----------1 
· .. b. Industrial processing or aQ'rlcultural producing· •• , , b. -------+----------1 

c, Interstate comrnarc:e • , , •••• , ; ••••• , •• e:. -------+----------1 
d. Exempt services • • , , , , • , , , , , , , , • • •• d. ,,,...,==""""=,..,...,,.=*",,,..,..~"""'"""'"""''=":=1 
e. Sales on which tax was paid to Secretary of Stale , • , e, ::;,lf;'.t\t'. .. :·;;;:.· .~.,;:,.;·i'l:· }·'~~i,!.iS;.-iJi,S,:t-:,Ai:.,,,:~:;,1;;: 

'':,:;. f, Food for human/home consumption • • • , • • • •• f. t,,, ii,: 

4. ,S 683 951. 33 ~ 

5a. 

b. 
C, 

d. 

a. 
f, Ii>-

·~:. g, Bad delrts , ••• , , , , , , , , , , , •• , •••• Q'. · · g.t-------+-------

. \~}: ~:~:~g-a:;::r fuel or dleael fuel tax , , •••• : : : ~: .1:~r:~::·~:\='.::·:·::·'.'I'.'.L::i,'.'.''.:\·'.~'.: ·~f:.frE':;[1,tt'.\.(~)l~ffiti) ~:-------+-------
j, Tax Included lngrosuale5 (line 1) ••• , • , , •• , J • .. ',:,,::·,, • .. ,,,. ·-::;, .. ·,;, '"'.·t ,.-,:!'i-:-::,'\:1{'\:i;·~:,:::·:)'::•i !--------+-------

. It Total allowable deductions. Add Jines 511,-5j • , , • , , k. ~ ~ le. II>- .,. 
.. 6, Tanble balance, Subtract l\ne5kfrom Tine4 • , •• ,6. ~ .,_ 6, ~ li83 951. 33 .,_ 

.... ; 7 . - . Rate •••••••••••• ' • ' • ' ••••• 7. X .06 X .04 7. X .oa 
, _ · B. ,.Jes tax due, Multlplv llne a by lfne 7 , ••• , , • , B. Jl>- Ii-- B. ... 341. 037. OB )!,, 

X .04' 

: : ·s. Tax collected_ In excess of line a . . . . . . . . . , . 9. lio- P" 9. .,_ ... 

; .. 10.AddllnesBand·g,, •• , •• ·,,., •• , •• , 10. 10. 341 037.08 

· \1. TOTAL dl,,r:aunt 111iowed {.s:eeinstructians) •••• 11. "',-. __ ------+"'-ti,,, ______ -i11, ... 

f.:i1. Total tax due. Subtract line 11from llne 10 , , • , • 12. 12. 341. 037. 08 ,i.--.:"; •• 

~.)1.i Tax payments in current year (after discounts), , • , 13, .,_ J:i.- 13, ~ 341 037, 08 )i,, 
. ;·~:. 

!1· ; . :·.~:· 
.,-1•.• 

;~._'::,.~'"·. ·. ·.:;; 

tJJ.Jse Tax on Items Purchased for Business or Personal Use (see backr 
::..r~-"• 

2,14: Enter yourpurchasestaxableatthe 6% rate • , , •••• ·, , • , , • , .,_14a. 1,090,779.67 x .08 = 14b. ____ ....=65"'-L,..,,_44=6..,_,.,_7=-B 

·-:::::: ~:, .. ., __ ...... (FD·@·· . &: 1 ....... ~ ............ 15. 65,446. 78 

16. Gn>n MC~,..,"""'"""' ,o,., ..,.b~m~ 0 ... , , , , , , , .. , . , . , , , , . ,,_ 16, -· ---------
. 17. Number ofW-2& enclosed , ••• , , , • , • , , •• , , , • • , • , • , 7. ---------
:· 1a. Total Michigan Income tax wlthheld perW-2&. , ••• , • , • , , •••. , • , • , •• , • , •• , • , , , , • J:1,, 1a. ---------
~-1 s. Tola.I Michigan income tax withholdlng paid during' cu~nt lax year , , • , ••• , , •• , , , , , , , , • , ti-, 1 e, :-:~-:;. . ---------
::~:ummary 

·~o. Tolal Bales, use and wl!hholdlng- taxeB due. Add. linea 12A and B (both rate columns), 14b and 18 •• - •• , 

21". Total sales, use and wlthholdlng tiaxia:B paid. Add lines 13A and B (both rate columns), 15 and 1~ •• , • '. 

22. It line 21 Is gr1111ter than line 20, enter cvarpayment •. , , • • , • , • liJ,, 22. , O O 

. :?.J; Amount of line 22 fo ·be er~dited to your account. · 

!\. \·We will notify you when_your credit J15 verified and available , • • • • • ... 23, ----------

;24. ·Amount of llne 22to be refunded to you • , • • • • , •• , • , • • • liJ,, 24, · , 0 0 

··2s. Ir line 21 I& less 1/ian line 20, enter balanca due • • , , , , , • • •· , , , , • • • • , , • • • 

· 2 6, ' '1. return Is filed late, enter penalty and intel'e$!: (See lnstructlcns.), . • • • • , , , • , • • • , , • • , • • , , • • 

. ~~; .AL PAYMENT CUE. Add lines 25 and 28. Make checka payable le "Stale of Michigan.• , , , , • , • , • • • , , • 

20, -----=4::..:0c..,6::.J''-'4°"B:..::3,..,..::B:..::6c.. 
21. ___ ......:,4.,.0.,,,6.Lr~48,e,3,.__,_,, 8""'6::... 

,- 25, _______ ....... =-0=-0 
~ 26. ________ .:.; 

li--21. ,00 .. 
Complete and sign the bacJ<"afthili n,turrv;: . 

www.mlchlgan.gov/treasury 
.-;·~·~!··. 

:• 
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ORIGINAL 

, . 
.:..:•·- _2.-.r, 

--~~:1iype of Business Ownership (check one only) .·'---~{ 
~-

!f ta"·~.' lndlvldual . . . 
~i- f ~ 
_.,,. · Hu&band-Wlre 

Partnership 
D Registered Partnen:hlp, Agreement Date: 
D Limited Partnership 

D Limited L(abil!ty Company § Domestic: (Michigan) . 

. . - ProfeJ3,8ional 
_" ; ·; · Foreign (ncn:.Michigan) 

D Mich!g,m Corporation 
[l Subchapl.er S 

D Professicn::d 

[iJ Non-Mh:h. Corporation 
D Subchapter S 

mTrust er Elrlata (Flduclary) ·· 

Joint Stock Clwb or Investment Company 

Soc la I Club er Fndamal Oiganizalion 

other (Explltin) · 

- .~-.-"'~: .. ~. ----------,----------------------------------------

:si nature 
-1 dBr:/are, under penalty of perjury, thin this retum ls true and r:ompfBte to / rie~/afe, undar pBnelfy af peijUTJ, ti11,t this return is bB.sed 

:.~: th_r, be.st r;f my know/edga. . on 11Jf Information afwhkh I hava any knowledge • 

.' < 1i~uthorli:e Trea15UJ1' to dfsc;U66 my return with my preparer. [iJ Yes D No Pre p~rer• Sfgt111lure, AddfBS6 end Phcna and ID Number 

.. . Taxpeyefs Slgnatul"ll 

,,.: Cohen, LLC 
_ :! Taxpa~an. Soo!al Security Number Telaphcn" Number 

;:;.: Ja:,:payen; l1!1Q 
L-..-------~=----'-)--'4""""5"'5'---"'50!<0:,.0.:,:.0 __ ___, 2 03 254-7 o o o· 

Dete 

t~//p. Finance 
368 Centex Street 
South rt CT 068 0 

.{t:, >, 

~Wyou are enclosing payment with your return:© (Q) 
MAJL TO: Michigan Department_ofTreasury o ~· w 

· Departmenf78172 
P.O. Bax 78000 
Detroit, Ml 48278-0172 

~f.you are not enclosing payment: 

·MAIL TO: Michigan Department of Treasury 
··,:·· Lansing, Ml 48930 

+· . 
'Use Tax on Items Purchased for BuslneH or PersQnar Use 
Jse llnes 14. and 15 to report purchases made for use In your 
iuslness or for items remo.ved from your inventory for personal use. 
),o not repeat the amounts from Column A, llnas 1 • 4 here. 

•'·:·· 
;;./ 
~ .:;{· 
/'.· 
: ... 

ii.soN 2.000 

:ff. . '· . 
.. -~ · .. 

i·: 
. j· 

' . ' 
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IJ1f r::. 
't"~f T~asul)' . 

;-2;fi>r sales, Us~:and Withholding Taxes 

y J~b;bary 28. o~;,~ot use this form to· replace a monthly or quarterly return. 

jf1,c'·.. .r:· . 
··-; 

Ch eek box if this is an 
amended return. 

x Amended Return 
Amendment Dale 

1'2/7 /2011 

A. Use Tax: Sales & Rentals B. Sales.Tax 

6% 6% 

1.r-,cc-c,-,--,7-,c,,..,9_9,-8,.,,~3~9,....9_._3--l.3 

2. :·: -~~:::.;/:'•:~-~~.\:.~:.u;,;;;:;··;t ::y 
3. :' :::;_::'i:'~-.:<~·<·~.,_,:::~i;~:;~ :~·t,<~. 

1. 

• 2. 

3. 

. _, .. • 4 . 11>' 4. I> 7 998 399.33 

.· .. Sa.~--------, 
b. ~--------, 

Sa. 

b. 7,567,938.83 

C, 1-----------t C, 

d .. 

e . 

f. ... 
g. 

h. 
• •• I< ' 

""ii~'"saies (line 1) 

\cti~·~s. Add Jines 5a- 5j 

jfobliact iirie 5k from line 4 

• -:'.1 : : : : •• •• •• •• ; :. :. : •• •• : •• : •• :·: : : : : : ;: ~ft1{f~r.ifJii};~i{IrtwJJ;. 
!. 

j. 
7 567 938 .·8'3 j.J 

•'. • k. ;:,. 

:' -~• ··;·: . 6. ~ 

~-'·\~":;.·. ~ .:~ .•. ~ ,; ~ .. • • • 7. 
i"~i'tipf{l!ne s by line '7 

. ~J~_:i:·,~,-·:< • • ' ·• 
·.excess of line 8 . 

y;:}:(;\< : .- ~ .: : ~ : : : : : : 
.. allowed {see Instructions). \: 

t'kJbb1ii'e 11 from lin~ 1 a . . ! • • .=:. 
. . . .. :i y~~r (after d)scoun!~) : .: }!: : ·' ' 

· tt·~-~·~6haiect for Bu.iiness or P.ersona·I Use * 
${2)r(:·· .. \·; ~ ,, I • 

urchases · ., · .:_~ 14a. 
r· . .'•~ . • •. • - •. " 

• • • B . ~ 

9. ~ 

10, 

11. ~ 

12 . 

1 J, ~ 

- - 329,299.34 x.05"' 
·a 

th;:~. . . ;.. . : ,, 
.. all and other taxable compensa~on for the year ' 

k. ~ 

6. )I,, 

x.06 7 . 
B • .,: 
9. 

.,. 
10. 

11. t>-

12. 

13. 
.,. 

. 430,460~50 ! ·,,, 
L x-:os~: l, 4 

25827.6-i:' 
L 

2s a2;·.~:·o· 
- 1· ,·~ 

25,82·'7;1.·ff~ ·. 
.. ':,.. 

·.-.479,803 .96 

. -· ,-..\ . 
14 b. ______ ..:1:.::9..,_,-'7-=Scc7ccc,'93-fi J 

~15. l9,7i{:ia-'"''• 
_ _.I n •L 

. 1, '''·; ·,., . .· . • ' • ~ 

.i!.?cl099, and/or'411 S forms enclosed 
Sf'i>i,"Q:~~·-1,. •· .'· . ·. • · , "' • ~ ~ • • ' ' 

P!,~ tax.withheld 1:er W-2, 109s' arid 4119 forms· • • • 

),, 16. --------,--,,=-;-

H. -------~ i ·'.' 
.... 18. ---------,­

);,, 19. ---------:-<=·-;C""· me tax withholdin'g paid during cu;renttax year .. • ••••• ··:·r ,., .. ·. . . ·. ~ . . ~ ... 
,-1_ ... /~· •• : • 

.' )t~::.:~:. . . . . . 
'ii ·withholdll')g faxes· due. Add lines 12A 128 14b and 1 a 
'f~ithhcii~lng tax~~ paid, Add lines 13;, 13~: 15 and 19 • ' : : :. : , ••• , , , , 

:ih~itline 20, enter~verpayr]'lenl ,' , • • , •, , ~ 22. ______ ..:.4..:.5..:.4..,_,..:.D-'-7..:.6..:.';::.3=.3 

"~""MO~~ credited 10 your account. 

;.:x.~'tfhi~ ~oll~ credit is verified and avallable 

:f,i,fto.be 're'fµnded to you · 
I,, ;,.:,,,t•.-,., . • '1. • I • ' • • I • " a • • aL • ' ~ • -. 

'~~'~)him l!ne 20, enter balance due 

']~::1~·~:1~1~ .. enter penalty and inler:st\s~e in~t~~l~n~.} •••••••••••••• 

Mi~~J,P,~E.'. Add lines 25 and 26, Make ~heck payable to "State of Michigan." 

.,. 23. 
II>- 24, _______ 4_5_4_,_0_7_6 ___ 3_3 

20. --------'4.C.S"--,~ sa_· s_._s-r? • 
21. _____ __;4:..:~c:c9..,_,~"-6..clc..c.-'.~-,-2 

•,:' 

)I,- 25. ----------­

... 26. ---------~~ 

)I,- 27. ----------
~--1~L ''•',".,fi:·: ' _ • ~ 

.,,.,~,e,tin:h·ased for Business or Personal Use: ·use l!nes 14 and 15 !o report purchases made for use In your business 

Jt!~ '.~om your_ inventory for personal or business use. Do not repeat the amounts from Column A, lines 1 - 4 here. 

!tti/.·· 
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f'._brrti ·165, Page 2 Account Name 

\}: t:i-. :_ ' 
TOMRA of North America, Inc. 

-· t~/-: 

.... f.~ .of Business Ownershi check one on! 

-::· J11divldual 
- · · Husband - Wife 

Partnership 

·.. [] R.~~isti,ired Partnership, Agreement Date: 

. D L1m1ted Partner;ship 

· :f.c, Lim l!ed Li~bility Company 

J:is;-.':. ,Domestic (Michigan) 
. . }'. ::·. frofesslonal . 

~· r .,; 
, i · ;f:iare!gn, (Non-Michigan) 

~. ,·· ; 

· ~e_as~n, F9r amend!ng return. Include your account number (lf not listed above) In lhe eiq,lanation . 

. SJ:!.~ ~T:J'ACHMENT . 

D Michigan Corporation 

[J Subchap!er S 

D Professional 

W Non-Mich. CofPoraUon 

[] Subchapter S 

}·t/ : ti::: \ . . 
·:3ighat4m;· (you: are requ:ired to complete all information requested below) · 
.,T• ·~,.: . ,f"1 J,~ • 

HTrust or Estate (Flduciary) 

Joint S lock Club or Investment Company 

Socia! Club or Fraternal Organizallon 

Other (Explain) · 

j[f:Ii,.r;{;;ur. !)ljfier penalty of perjury that this return is tme and complete lo I declare under penally of perjury that this refum is based 
:0i!l}~'st.of my 'knowledge. an all information ofwhic~ I have any knowledge, 

·,(;.a .. ;. '~r~~as~ry to discuss my return with rny preparer. GJ Yes D No Preparers Signature, Add.IBSs, Telephone and ID Number 

,·.'; ~·~~ . a;J~~~-
KPMG, ~LP . 

Telephone Number 
One Financial Plaza 

20~ 447-9738 

B:~-Aware of Postal Regulations When Mailing Your Tax Return: The U.S. Post Office calculates postage based on the weight, 
;it~· and thickness of an envelope. Consult with the Post Office before malling to avoid delays in delivery; items with insufficient postage 
vlu _.be ret1,1rned .to- the sender by the Post Office. C ' 

~~'iii~g instructions; 

f enclosing payment with your Ann_ual Retum 1 mail to: 
1ii;;higan Department of Treasury 
)ep·artment 78172 
'~q;.J1ox ?BODO 
'.etr,.0.1,t; Ml 48278-0172 
:!,:i!)\ .. •;:····! . 

~Ji'.q'uesting a Credit to your account (amount on line 23) or a Refund (amount on.line 24), mail to: 
lp~j~·an Department of Treasury . . 
:O.-Box 30779 
H\sing, Ml 48909 
·~···:.: . . 

i_f-other Annual Returns without payment, mail to: 
chfgan Department of Treasury · 
nsinp, Ml 46930 

Go to www.michigan.gov/taxes to check your Sales, Use and Withholding 
transactions and ask questions about your account on-Hne. 
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Month 
January 

February 

March 

April 

May 

June 

July 

August 

September 

October 

November· 

December 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

Sales Tax 
· Originally 
Remitted 

44,675.58 

31,682.13 

96,804.45 

25,827.63 

32,972.01 

45,741.83 

28,216.83 

44,405.25 

23,734.96 

34,358.87 

43,459.08 

28,025.34 

TOMRA of North America, Inc. 
Refund Calculation Summary 

Year Ending 12/3112004 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

Use Tax 
Originally 
Remitted 

3,919.76 

2,588.18 

5,731.97 

3,749.77 

5,034.31 

14,676.42 

1,182.58 

1,882.11 

1,563.46 

1,378.05 

1,456.15 

1,022.45 

$ 

$ 

$ 
$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

Total Tax 
Originally 
Remitted 

48,595.34 

34,270.31 

102,536.42 

29,577.40 

38,006.32 

60,418.25 

29,399.41 

46,287.36 

25,298.42 

35,736.92 

44,915.23 

29,047.79 

Amount Due 
Per Amended 

Return· 

$ 3,919,76 

$ 2,588.18 

$ 5,731.97 

$ 29,577.40 

$ 5,034.31 

$ 14,676.42 

$ 1,182.58 

$ 1,882.11 

$ 1,563.46 

$ 1,378.05 

$ 1,456.15 

$ 1,022.45 

Total Refund Due: 

Refund Due 

$ 44,675.58 

$ 31,682.13 

$ 96,804.45 

$ -
$ 32,972.01 

$ 45,741.83 

$ 28,216.83 

$ 44,405.25 

$ 23,734.96 

$ 34,358.87 

$ 43,459.08 

$ 28,025.34 

$454,076.33 
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ORIGINAL 
;c.-:-~\ ••. 

~::·r:~ ~: 
~p:r.~·\ v .. ~ • 

.. :· >::·,'Mldll11an Dept. ofTrussllY, 165, {RBY.~) 

Annual Return for Sales, Use and Withholdlng Taxes 
;~-. ·r,,r:s ube/ (/tllll Y~11tG011p1>11 lkJgk Hsrs or Enter T&XP;iysr Nam, r.k.ctl==un:.;t Ni'r.'.u=m""be=r------------', 

'·1:· ., .cimra of North Amsrlca -,:\'i i}, 460 Lordship Boulevard F.Rc=etu;'=m=a:i'Yaa=r===--...,.1-=011-:-to-:D~u-e-------l 

l'X.·· Stratford, CT 06615 2004 if.ilk.__ __________________ _. t_ _____ __. ________ ___J 

--- · Do not use this form to replace a monthly or quarterly return. 
(:(. 

A. Use Tax: Sales & Rentals 

ff~\-.'. 
;.:.':-;;: Sales and Use Tax 
:;;.{;{ : :I. Gros; sales (including sales by out.,of-state 
\ }~~:; vandora subiec! to use lax) ...................... -.............. 1 ----_;..---l------'!..__---1 ~~ ' , .. 
U?··'i: 2. Rentals of tang!bla property and accommodations 2; ____ ..,__~:.i------'---1 

6% 4% 

,:~:';::· · 3. Communlcatlon services ...................... ;, ............... .. 
: 4. Add l!nes 1, 2 and 3 ................................................. . 

'.: ALLOWABLE DEDUCTIONS 
Sa. Resale ................................................................ · ..... Sa. ----+--+-----!-~ 

), 

I· 

3. -----'---+------J-----l 
4 . ..:.. .. ___ --l----+-!-..----1---1 

b. lndustrlal ·processing or agr1cultural producing .....• b. ----+--+-----f---l 
c. Interstate commerce .......................................... _ .... ·C?-c,-:----+---l-------'e---< 

i:.,_- d. Exempt services ................................ ,...................... d . .' . 
,,_~:. e, Sales on which tax was pafd to Secrets!)' of state... a. 

::·. }-: 9hf:: :~I .~hd d::i:~.~t .• ~~fu .. ~::~.d-~l •• :~.,~~:.l~~t:~.~::::::::::::::::::::'.:. ::: -~ 
· . M c lgan mo or al or ess fue · ax ...................... h. 

· · · I. Oiher. Jde!ltlfy: · (,":. · 
J, Tax Included in gross sales Olna 1) ....... ~ ............. ,.. · r-

), 

6% 

5a. 
b. 
C. 

d, 

e. 
f. ), 

g, 

h. 
1. 
j. 
k. ), 

File this return 
by February 28. 

B. Sales. Tax 

4% 

, 
f,. • k. Total allcwabla deducilons. Add lines 5a - 5j .......... k:"-'----+---1-.:.__----1---1 
; )·, ·. 6. Taxable balance. Subtract lrne 5k frurn llmi 4 .......... 6. -..c'----+"-----+-'-----~--1 ; 6, ; 7,998,399 33 ), 

Tax Rate .......... " ...................................................... ; .. 7. "----=+:-:=-=-+----.....:::..i-:-~ 7. X .06' 
), iJr: · Gross tax due. Multiply line 6 by !Ina 7 ..................... 8 . .:..•----+---1-;.......----ie-----1 ,ll. ; 479,903 96 > 
), :: ,. 9. Tax collected In excaes ofltne 8 ............................... e, .:..),----+---1-:.......-----1-----! 9, • ), 

, ... 10. Add lines a and 9 ....................................... .., ............ 10. ----...---+----..;....--i 
;;, ·. 11. TOTALdlscountallowsd (seelnstructlom;) ......... : 11 . ..:..> ___ _;,._-J...;__ __ -..;_---1 

\.(,'.·•. 12. Total tax due. Subtract llne 11 from fine 10 .............. 12, ·'--·---+--+------!--l 
';;\: 13: Ta"-. payments In current year (after discounts) ... : ... : 13 . ..:..), ___ _,_ _ _L.;;__ __ _..i _ __i 

·' .. 

10. 
> 11. > ), 

12, 
), 13, ), ~ 

{~~ U~e Tax on Items Pu~chased forBuslnasa or P~.rs9n~J Usa (see back}" 
;;(}. 1~. • Entaryourpurcliasestexable attlla 6% rate ......... : ........... ;;: ..• : .......... - ... H4a. 329,299,34 ;x: • o 6.. 14b. __ ...:.1.c:.i9,.:..75::.:7-!'l9::.:6;.....___ 
·:,::~:-. 15. Tax payments made In the curre.nt y~ar •• ., ............ • ..................... : ............ .,., •. _ . ., ...................................................... > 15, __ -'44-"''-'-1B=.:5:,:J2::.;1:....___ 

· Withholding Tax . 
. 16, Gn:iss Michigan payroll and other taxable oompensatlon for the yeer .................................................................. . > 16. ___ __,_I' __ 

17. Nun:iber c;if W-2s enclosed ...................................... , ................................. 17. ---------
18, Total Michigan income 'laX withheld per W-2s .......................................................... : ............................................ . 

I 
; 18,-------

19. Total Michigan Income tax withholding paid during current tax yeEI!" ......................... ; .......................................... .. ~ 19.----..L-~ 

1•' 

···~1 Summary 
f,-._20. Total sales, use and withholding taxes due.Add [ii,es 12Aand B (both rate cohJ~ns), 14b and 16 .................... · 499,661!92 . 20.--.....:...:.:..:..:c.:.:...=__ 
.··.· 21_. Total sales, use and withholding truces paid. Add Jines 13A arid 8 (both rate columns), j5 and 19 •. _................. 21. ___ 52_4_,_,o_a_9,L.j1-'-7-

. 22: lfllns 21 Is greater than line 20, enter overpayment .............................. • 22. ,24,421/25 
23. Amount of.line 21 to be credited to your acoount. ·. l 

·· We wlll notify ycu when your credit Is verified and available ................. > 23. 0.00 
. ·,, 24. Amount of line 22 to be refunded to you ............... -... ·-····~·-·, ................... i,, 24. 24,427j25 
.. 25. lf line 21 Is less than fine 20-, enter balance due ....................................................................... ,. ......................... .. 

i: · 26. If this return Is 'filed late, enter penalty and lntarast (See inafructions.) ............................................................... . 
. 27. TOTAL PAYMENT DUE. Add lines 25 and 26. Make checks payable to "State of Mlchlgan." ••• : ............................. . 

> 25.----~--
> ZB.----.....!..-­
), 27,----..1.......:-

. wir1,r1.ri1ichigan.9ov/trco.si.try · 
Complete and sign the beck of this return . 

., ' .,. 
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.. - .. 

; ';:••i .• 
···: _.:. 

E' /:,. 

;~:/ .. 

~'';; I • 

•• !·, 

... 
~ : 

ORIGINAL. 

Type of Business Ownership {check ane only} 

0 Individual O Michigan Corpora!ion 
D Hu9band - Wife D Subchapter S 

D Partne~hlp D Ptofa1111icnal 
0 Reglstemd Partnership, Agreement Da!e:L.j ___ __,! 
D Limited Partnership. 'r5il Non-Mich, Corporation 

0 SubchepterS, 

D Uml18d Uabl!!ty Company 
0 Domes_!li: (Michigan) 
0 Prcf~sslonal 
D Follllgn (Ncn-Mi~hlgan) 

Signature 

· D Tnm. or Estate {Fiduciary) 
D Join! Slack Club or Investment Company 
0 Social Club or Fratsmel Organization 
D Olher (Explain) · 

I dee/ere und9r ~na/ty af patjury that this retum Is true and c:amp/ara lo . 

ths best of my kncwfsdga. 

I declare under pe·nafty of perjury that this return Is. based 
on a// lnrormafi?n of which I hevs any knowledge, 

I ~utlioriza Traegury !~ discuss my return with my preparer. 0Yae 0No 

Taxpayer'11lU~ 

V.P. Flni1nce 

Te)ephon~ Number 

( 203 } 455-5000 
Data 

'*'you are en"closlng payment with your mtum: 

.1,.IL TD: Michigan DepartmentafTreasury 
Department 7B172 · 
P.O. Box 78000 
Detroit, Ml 48278-0172 

· If you are not enclosing payment: 
MAIL TO: Michigan DepartmentafTreasury 

Lansing,'MJ 48930 

•-use Tax on Items Puri;ha~ad fer Buelnes\S or Perscmtl Use 
Usa fines 14 and 15 to report purchases made for use In your 

Prap,1rer. Slgnatur,,, Addr,,,io and Phcria and ID Number 

_.;; · business or for items removed from your lnvenlory fur personal use. 
! .'. 
: · : ·. Do not repeat the amounts from Column A, llnes 1 • 4 here. 

·-:. .~ . ·.: .. 

; . 
·.,i 
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~chlgan Department ofTreaswy 
155 (Re~: os:10) 
~nnual Return for Sales, Use and Withholding Taxes 
Taxpayer Name Account Number 

~QMRA of North America, Inc. 
One corporate Drive, suite 710 
She' 1, CT 06484 

Date Due 

F"II& .s return by February 28. Do not use this form to replace a monthly or quarterly return. 
·r!.r;:-;;, 

Check box If this is an 
amended r-eturn. 
x Amended Return 
Amendment Dale 

12/7/2011 

A. Use Tax: Sales & Rentals 8. Sales Tax 

:f~les and Use Tax 
(~ .. /.•., . 
[;" :c;ross sales (including sales by out-of-state 

,; · .~endo~s ~ubject to use tax) • • • • • • • • • • •• 

C·R~~tals of tangible property and accommodations 
' ' . 
i:rfelecommunications services ••••••••••• 

c-_::Ai:ld lines 1, 2, and 3 • • • • • • , , ••••••• 

. ALLOWABLE DEDUCTIONS 

1. Resale •••• , • , •••••• , ••••••• 
,. Industrial processing or agricultural producing • 

6% 

......... ,. f----------1 
••••••••• 2. f-----------1 

. ....... af---------
• •••••• ' 4.1-'--.... --------l 

, • • • • 5a. 1----------l 

• b.1----------l 

: .. Interstate commerce • , • • • • , • • ••• , • • c. 1----------l 
I. Exempt services • ·• • • , • • , • • • , • , , • ; d. ,___ _______ _, 

~.: Sales on which tax was paid to Secretary of State • • e. c;';':Jf;~'.·~.i'f~~:f.,~;i'J.~;}:.::';,.,;:::~~,;~\ 

~:, f.P.~d for hum an/liome consumption . , • , • • • • • • •••• f, i-:-..,_--------l 

atli~if debts • • • • • • • • • • • • • • • • • • • • ·• • • • • • • • • • • • • • • • • • . • • • • •• g. 1--=~-------l 

i:::\Mlch°igan motor fuel or dlesel fuel tax, , • • • • , ••• , • • , , • • , .- • , ••• , , h. \Wf/!1\;~tF.!/t$1~t~f;)('~f~) 
. '>dtfier:~ Identify: • , , ••• , , •• , •• , • , ••• , [. ,__ _______ .., 

· .. :rax included in gross sales (line 1) • • • • • • • • • • • • • • •••• J. rtJtj,;J~;ii;i!:\,?1~~~~~'.iB: 
:, : Total allowable deductions. Add lines·5a - 5j , k.1--' .... '---------l 

:t'faxable balance. Subtract line 5k from line 4 • • , . ,, , • • 6.1--' .... --------l 

~"J:r)x Rate .•••••• , , •• , •• , , •• , ••••.•.•.. , ••• ·'·- •• .' •••• , •• 7. ,_ _____ x~.o_a_, 

·_.:-Gross lax due. Multiply line· 6 by line 7 • , , • • , • • •• , , • , • • • • , • • • • • • • , •• ; 8. ,..:.....,_ _______ ..j 

}·r, acted in excess of line B , , • , 9. ,.. .... '----------& 

):.' Ad .... .ies 8 and 9 • , • ,'. • • • • • • • • • , 1 0. f----------1 
l,,TOTAL discount allowed (see instructions) ••••• , • • • • • 11. e..: .... '--------...1 

{?t£t'al tax due. Subtract line 11 from line 1 D , , • • • • • • , • • • , , • • • , , • , • • 12, 1------------1 

i::'f~ payments in current year (after discounts), ••••• , ••••••• , ••• , , • , 13. ~..,_'--______ ....., 
• 1,,"\'.:'., ~. • ' 

se...Jax on Items Purchased for Business or Personal Use* 
~·· ...:.: ·-·· 

6% 

1. 7,0Bl,395.33 

!:ff~=-
4. .... 7 081 3 95. 3 3 

5a. 

b. 6,469,417.50 

c. 

d. 

e, 

f. .... 
g. 

h . 

I. 
j. 

k. II-- 6 469 417.50 

6, .... 611,977 •. 83 

7. x.06 

a. .... 36 7lB. 67 

9. 
,.. 

10. 36 718. 67 

11. a,,. 

12. 36,718.67 

13. 
,.. 

424 883. 72 

i:'.Eriter your taxable purchases 

~>r'ilx payments mad a in the cu~r~ni y~a~ : 

a,,.14a. ______ 2_7_7,_,1_6"_9--'._3_3 x.06 = 14b . ......., _____ =-=.i..::..,:c:::...,~ 16,630.16 

.............. 15. ------=~..::.::..:.=:::.. 16,630.16 
• ,•,1 

/ithholding Tax 
i. Gross Michigan payroll and other taxable compensation for the year , • • • , , , • • • • • .- • ll--1 a. ----------
•. NumberofW-2, 1099, and/or4119formsenclosed: ••••••••• ·• 17. _________ _ 

I· •• Total Michigan income tax withheld per W·2, 1099 and 4119 forms •• , • • , • • , ; • • • ••• , • • • , • • • • ..,_ 18. 
!- Jotal Michigan income tax withholding paid during current lax year ••••• , •• , ••••••• , •• , • • • • • ..,_ 19. ----------

t~~f :~V ' 
ummary 
:,{~q ~ l. 
1;:_.Jpfalsales, use and withholding taxes due. Add lines 12A, 12B, 14b and 18 ••• , , , , •• , , •••• , , •• , ., •:,; .. ,~.~.. .. . 
. i;ofal sales, use and withholding taxes paid. Add lines 13A, 13B, 15 and HI 
:. i'F line 21 Is greater th al) line 20, enter overpayment , , , • • • , • , • • • 

.-:' Amount of [ine 22 to be credited lo your account. 

.... Z2. -------'3:::.:B:::.:8::..L:, 1::.:6::.:5cc·:..:0=5 

{We will notify you when your credit Is verified and available • • • • • , , • , • ~ 23. ----------

20, ______ 5:::..3=....c.;, 3c.;4::.:8:..:·c.:8c:..3 

21. _____ -=.44-=.l::.r..,, 5::.:. lc:3c...,·c::Bc::...B 

:,~ti,ount of line 22 to be refunded lo you . . . .... 24. 3S B, 165. 05 

;'.,' ff'line 21 is less than line 20, enter balanc~ du~ • • • • ' · • • ' • • • • • ' ' ------~'--~- ..,_ Z:5. ----------

{ir !his return is filed late, enter penalty.and Inter~!: (S;e 
0

in~t~~H~n~.) :-: : : : •••• : : : : : • • ~ 2 6. ----------
'.'TOTAL PAYMENT DUE. Add lines 25 and 26. Make check payable to "St.ate of Michigan_." ••• , , •••• , ••• , II-- 27. ---------~ 

i~J.~x on Items Purchased for Business or Personal Use: Use lines 14 and 16 to report· purchases made for use In your business 
"fo(' removed from your inventory for personal or bUsiness use. Do not repeat the amounts from Column A, lines 1 - 4 here. 

f~~- . . 
~~R..;,..·PP~ 
:•.l:p-..-··' • 

i~:.!:!r~ . 
: .'!.'i:'·· 
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'• 
I""; i:,. ~ 

;~~i, .. '· 
I; :r: ; ... 
! • 1 ~I I • • 

:~rri\' 165, Page 2 Aa;ount Name 

TOMRA of North America, Inc. 

Il' f Business Owners hi check one on! 
~~ ,;,..,._ 

.ii;· ··Individual · 
f:i (iju~band - Wife 
•.:.':.-, 

. \·. P.artnership . · .. · : n Registered Partner~hip, Agreement Date: 

,. D Limited Partnership 

J Limited Liability Company 

)~''· Domestic (Michigan) · 
:· .. :, :,... Professional 

:•: .. ; ,. Foreign (Non-Michigan) 

:eason for amending return. Include your account number (If not listed above) in the explanation. 

IEif ATTACHMENT 

;;.~:;> ... 
,, 
~._~_/ ..... 
~:.::~. _.: 

D Michigan Corporation 

D Subchap!er S 

D Professional 

GJ Non-Mich. Corporation 

D Subchapter S 

iignature (you are required to complete all information requested below) 

AGGount Number 

§Trust or Eslate (Fiducial)') 

;Joint StoGk Club or Investment Company 

Social Club or Fraternal Organization 

O!her (Explain) 

declare under penalty of perjury that this return is true and complete to 
,e;best of my knowledge. 

~Jih~r;ze Treasury to discuss my return with my preparer. GJ Yes 

I declare under penalty of pe,jury that this return is based 
on all information of which I have any knowledge. 

=~t:~"t . 
\tJ1\ tni :~uthoriz.ed Representative Signature 

~· t1v~·; .... 
~ ' ~ 

)Xfl•yer FE!N or Social Seellrity Number 

~:·Aware of Postal Regulations When Mailing Your Tax Return: The U.S. Post Office calculates postage based on the weight, 

ti.~nd thickness of an envelope. Cons11lt with the Post Office before maiiing to avoid delays in delivery; items with insufficient postage 
)'"'b"~·returned to the sender by the Post Office. 

ili'·ing Instructions: 

~nclosing payment with your Annual Return, mail to: 
;bigan ·Department of Treasury 
partment 78172 
). Box 78000 
trait, Ml 48278-0172 

1· 

r.equesting a Credit to your account (amount on line 23) or a Refund (amount on line 24), mail to: 
:higan."Department of Treasury · 
), Box 30779 
ri.~ing, Ml 48909 

(1:bther Annual Returns without payment, mail to: ·~~.,~l.!j··· . 
:~!gan Department of Treasury 
isTng, Ml 48930 

1'·i:. 

Go to www.michigan.gov/taxes to check your Sales, Use and Withholding 
3. transactions and ask questions ~bout your account on-line. 
25DN 2.u .... u 
:y},. 
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Month 

· January 

February 

March 

April 

May 

June 

July 

August 

September 

October 

November 

December 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

Sales Tax 
Originally 
Remitted 

20,225.12 

35,404.11 

57,487.56 

32,892.62 

47,334.08 

36,718.67 

28,992.32 

52,016.25 

39,955.02 

20,140.69 

10,045.85 

43,671.43 

TOMRA of North America, Inc. 
Refund Calculation Summary 

Year Ending 12/31/2005 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

Use Tax 
Originally 
Remitted 

1,899.04 

1,177.49 

1,460.68 

1,640.32 

1,807.74 

-
1,944.~7 

1,547.05 

1,072.16 

1,505.17 

1,637.52 

938.12 

$ 

$ 

$ 

$ 

$ 
$ 

$ 

$ 

$ 

$ 

$ 

$ 

Total Tax 
Originally 
Remitted 

. 22,124.16 

36,581.60 

. 58,948.24 

34,532.94 

49,141.82 

36,718.67 

30,937.19 

53,563.30 

41,027.18 

21,645.86 

11,683.37 

44,609.55 

Amount Due 
Per Amended 

Return 

$ 1,899.04 

$ 1,177.49 

$ 1,460.68 

$ 1,640.32 

$ 1,807.74 

$ 36,718.67 

$ 1,944.87 

$ 1,547.05 

$ 1,072.16 

$ 1,505.17 

$ 1,637.52 

$ 938.12 

Total Refund Due: 

Refund Due 

$ 20,225.12 

$ 35,404.11 

$ 57,487.56 

$ 32,892.62 

$ 47,334.08 

$ -

$ 28,992.32 

$ 52,016.25 

$ 39,955.02 

$ 20,140.69 

$ 10,045.85 

$ 43,671.43 

$388,165.05 
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,1lc;hlga~pe()_artmenl ofTreasuty 
155 (Re~: os-10) 
ti.hnual Return for Sales, Use and Withholding Taxes 
T~xj:,ayer Name Accounl Number 

T.<;JViRA o f North America, l'.nc . 
One Corporate Drive, Suite 710 

She" ,, CT 06484 

. '.•.· 

Date Due 

Ftlr. .s r eturn by February 28. Do not use this form to replace a monthly or quarterly return. 
·~.:·/-::·· 

Check box If this is an 
amended r-eturn. 
x Amended Return 
Arnendmenl Dale 

12/7/2011 

A. Use Tax: Safes & Rentals 8. Sales Tax 

f~les and Use Tax 
tlr·oss sales (including sales by out-of-state 

(- · }endo;s fobjecl lo use lax) , • • • • • • • • • • • 

F -R~~lals of tanl)ible property and accommodations . 

1\7~1~commun)calions services •• 

r.' Add Jines 1, 2, and 3 , • , • • . 

ALLOWABLE DEDUCTIONS 

1. Resale • ••• • • •• •••• • • ••• • •• • 

l, )ndustrial processing or agrlcultural producing 

Interstate commerce • • ••• •••••••• 

I. Exem pl services • ·• • • , • • • • , • • • • , 

i_.; Sales on which tax was paid to Secretary of State • 

;;Lf,,<?_~d for human/name consumption . • • 

~:.:a·~a· debts • • • • • • • • • • • • • • • 

i'.·.1.M1d1igan motor fuel or diesel fu el tax. • . • • • • • . •• •• • 

. ; ht~ei~ Identify: -----------
\ :r~x included in gross sales (line 1) 

:,:Total allowable deductions. Add iines·5a • 5j 

:J.'faxable balance. Subtract line 5k from line 4 
"i' -
~/f.ax Rate •••••• •• •••••• 
. :·Gross tax due. Multiply line 6 by line 7 
:/Ti ected in excess of line 8 

>:'Adt..,.,1es8and9 ••• • • •••••• 

. • "·~ .. . 

i.,. TOT AL discount allowed (see instructions). 

~['.'t'Jt'al tax due. Subtract line 11 from llne 1 o •• 
,:;j\J payments In current year (after discounts). 

_;if a·x on Items Purchased for Business or Personal Use * 

6% 

. ~-,---------! 
• 2, I----------< 

• 3. f------ - --~ 
. 4. t-'1,,,-~~~~~---i 

Sa. 1-------- --1 

b. i-----------1 

c. f---------~ 

• f. ,_,... _______ -< 

• k. ,... 

6. 
,... 

• •. 7. x,os 

• : 8 • 
,... 

9, )>-

10. 

11. 
,... 

12. 

13. 
,... 

6% 

1. 7, 081,395.33 

2.1t,;~~i~:~~~t~~:~t~lt 
3 . fi=:;t{fi~attf."':;$1tiftA!;,u~: 
4 . )I,- 7 081 395.33 

Sa. 

b. 6,469,417 . 50 

c. 

d. 

e. 

f. 
,... 

g. 

h . 

I. 
j, 

k. )>- 6 469 417.SO 

6 , 
,... 

611 977 . B3 

7 . x.06 

8 . 
,... 

36 71B. 67 

9 . 
,... 

10. 36 718. 67 

11. 
,... 

12. 36,718 .67 

1 J . ~ 421,883.72 

/.J~.riter your taxable purchases • • • • • • 

tr~ payments made In the current year • 

,...14a. ______ 2_7_7...,,c..1_6_9_._3_3 X .06 = 14b,--:,-------1_6_,c..6_3_0_._1_6_ 

, • , • , , , • , , , , )I,- 15, _____ __ lc..6:..•c..ficc3cc0:..·ccl::c6:.. 

. •',' . 

/ithholding Tax 
;_ Gross Michigan payroll and other taxable compensation for the year 

•. Number of W- 2, 1099, and/or 4119 forms enclosed : • . •• • .• 

f. Total Michigan income tax withheld per W-2, 1099 and 4119 forms • , 

,.· '.fatal Michigan income tax withholding paid during current tax year 

t~·~f ~r 
,~mn,,.ary 
1.-.fifa!_'saies, use and withholding taxes due. Add lines 12.A, 12B, Hb and 18 

'. ftial sales, use and withholding taxes paid. Add Jines 13A, 138, 15 and 19 

\. lfline 21 is grea!ertha,:i line 20, enter overpayment • , , •••• • •••• 

( Amount of \lne 22 to be credited lo your account. 

17. 

,._. 22. 

:;._we will notify you when your credit is verified and available ""' 23. 

~16. 

...1 8. 

,...19. 

20. 53, 348.83 

21. 441,513.88 

388 ,165. 0 5 

=5\ti,~unt of line 22 to ba refunded to you . . ""' 24. ______ 3_8_8_,_1_6_5 ___ 0_5 

t /{1ine 21 Is less than line 20, enter balan~ du~ • • • • • • • • • ,.._ ;zs. --------- - -
{ it this return Is filed late, enter penalty.and )nter~t: (~;e ·ln~l~~tt~n~.) • · • )I- 2 6. - --------- -

,_- ~~TAL PAYMENT DUE. Add lines25 and 26. Make check payable to "St.ate of Michigan:.'' •••• , • •• , • I>-- 27. -------- - --

_;,;;_ Tax on Items Purchased for Business or Personal Use: Use lines 14 and 16 to report purchases made for use In your business .... ,, ... 
'f'![~ remoyed from your lnventofY for personal or business use. Do not repeat.the amounts from Column A. lines 1 - 4 here. 

3"" 
2s6:.·.2.ooo 
-~f-··; :· 

}t'.:· 



092a

Am Annual Returns 
2003-2006

R
E

C
E

IV
E

D
 by M

SC
 6/12/2019 3:38:23 PM

'· , . 
, - . C. ~ 

i~"":i.~ :~ 

}/fr.- · 
;~rfii·165, Page 2 Account Name 

TOMRA of North America, Inc. 

:YE ""Business Ownershi check one onl 
t _ ~-,. 

,\: • lhdividual 

-f:J:fu~band - Wife 
.. , .l: .. , 

. ~-. P.artnership 

· .: ' · Registered Partne';'.hlp, A9reement Dale: 

·• · Limited Partnership 

J Limited Liability Company · 

::~~,··. Domestic (Michigan) · 
'.~'.- '.j,, Professional 

t.: ,.. Foreign (Non-Michigan) 

!eason for amending return. Include ycur accwnl number (If not listed above) in the explanation. 

:Eif-ATTACHMENT 

f~}-· 
•' 
~'-··.'f- ,' • 
~~f-,.:: 

D Michigan Corporation 

D Subchap!er S 

D Professional 

GJ Non-Mich. Corporation 

D Subchap1er S 

iig naturf:! (you are required to complete all information requested below) 

nTrust or Estate (Fiduciary) 

:Joint SlocK Club or Investment Company 

Social Club or Fraternal Organization 

Other (Explain) 

declare under penally of perjury Iha/ this return Is true and complete to 
!.!§best of my knowledge. 

aJlh~r;ze Treasury lo discuss my return With my preparer. GJ Yes D No 
:ffu.·; -

I declara under penalty of pedury that this return Is based 
on al/ information of which I have any knowledge, 

;~~I \uthorlzed Representative Slgnalure 

c~a&J 
1Xpayer FEIN or Social Security Number 
'. 

Telephone Number One Financial Plaza 
203 447-9738 

"'P.•r•rorAu!horfad Rop..,s•n•.•IIVol-.ii• Date 755 Main St reet 
:_;~;!~~~ALr.c~~~rll~~~!L~~·11_Mµ•Jn•Jg,~rl~Pc•rt~n~·~~~-·+-~~~'~a=-)~1S'.,,,__,.~//,_~~~-----1Hartford, CT 061 03 
1ni·Namo of Corporal• Offieor .Rosporulbl, (or Return Telephone Numl>er 
:: ::'r{cb;n · 860 - 297-5555 

;:Aware of Postal Regulations When Mailing Your Tax Return: The U.S. Post Office ca lculates postage based on the weight, 

~(~nd lhickness of an envelope. Cons.LIit with t he Post Office before mailing to avoid delays in delivery; i tems with Insufficient postage 
(i-;;·retumed to the sender by the Post Offi~. 

ifong Instructions: 

~nclosing payment with yoµr Annual Return, mail to: 
:fiigan ·o.epartment ofTreasury 
·partment 78172 
). Box 78000 
troit, Ml 48278-0172 
I' 

r.equesting a Credit to your account (amount on line 23) or a Refund (amount on line 24), mail to: 
:/)igan·o epartment of Treasury 
:>. Box 3 0779 
1.~ing, Ml 48909 
•;J.. 

lt~ther Annual Returns without payment, milil to: 
:nfgan Department of Treasury 
i~Tng, Ml 48930 

l ·: ~ 

Go to www.michigan.gov/taxes to check your Sales, Use and Withholding 
3 transactions and ask que~tions pbout your account on-line. 
ISDN 2.uau 
:.:r!.-.,.,· ... , 
:r,,.:~ 
.J.t':. 
,!··. 

l 



093a

Am Annual Returns 
2003-2006

R
E

C
E

IV
E

D
 by M

SC
 6/12/2019 3:38:23 PM

liitch(gan lllepartment crTreasuJY 
165 {Rev. DB-10) . · 
l.fnriual Return for Sales, Use and Withholding Taxes 
Taxpayer Name Account Number 

TOMlll\. of North America, Inc. 
One -porate Drive, suite 710 

Date Due 

She_ .~, CT 06484 2006 

F:.i_le thfs return by February 28. Do not use this form to replace a monthly or quarterly return. 

Check box if this is an 
amen d-ed return. 
x. Amended Return 
Amendment Dale 

12/7/2011 

A. Use Tax: Sales & Rentals B. Sales Tax 

Sales and Use Tax 6% 

I, .Gross sales (Including sales by out-of-state 

-:. _vendors subject to use taic) • • • • • • • • 
2~ .Re,,tals of tangible property and accommodations, • • • , 

i:/t-ei~cominunlc~tions servtces, •• , • , , , • , • , ••• 

a• I WI•••.,; II I .. I I• 1 11; . • 1.1----------1 
• 2. 1---------'---l 

. .. 3.1--------......1 

tr,a;,c1a lines 1, 2, and 3 • • • • • • • • • • ,4 .... 

;::ALLOWABLE DEDUCTIONS. 
•t.~i:5ale •• , , ••• , • • • • , • • • • • , • , •• , , • • • , , • , • , • • • • • • • • 5a. 1-------------1 

ff1n·dustrial processing or agrlcultural producing ••• , • , , , b. 1----------1 

l_iJft;;-~state commerce • • , • • • • • • • • , • : : : : : • • • , , , , •• , c. 1---------......1 

iif~~~ pt seNices . d 
·'\ .. ~,-·,,, • • • 1 1 1 .. 1 1 1 .- ••• .. •I I I I 11 .. fl• II: I I Ir I 1 "' 1 .. •i,..,.,~--~--_,-l 
i1:.i.SaJes on which tax was paid to Secretary of Slate , • • , , , , , • • e. i~ritl.,~~$i'IT~t;Wt:!f~ 
~;f;,~o~ for human/home cons.umption ; , , , , , , , • , •• , , , , f.1--... :......-------I 

,Ma·~d debts • • • • • • g t,.1,.l ,., ....................... w • • • • • 

~.Michigan motor fuel or diesel fuel tax. • , ••• , • • • , , , , , ••••• , • , , • , , • • , • h. 

. ; 'other - Identify: • • , , , , , ••• , , , , • • • • • • • I. 

. · T!I)( included in gross sales (line 1) •• J. 
:.' Total allowable deductions. Add line_s 5a - 5j_ •••• , , , • • , , k. i--::-11----------1 

1.;.taxable balance. Subtract line 5k from line 4 ••• , , • • , • , • , • , •• , , • , , , •• , • 6, ;..:...,._ ______ --1 

~ir-axR,,!e .• , • , , . ·. , ... , .. , , , ... , ••..... , . , . , .....• , . , , 7,1--_____ .:.x:..:·-=-06::... 

:/ Gr 1x due. Multiply line 6 by line 7 •• , , ••••••• , , , , ••••• , ••• , , •••• 8.1--... :......--------I 

i)T,~ cu1iected in excess oflin~· 8 • , •••• , , •• , , , , , • , • , •• , • , • 9.1--11>-'------------I 

l. ·'"Add llnes 8 and 9 • • • • • • , • , • , , ••• , • • • •. , • , , ••• , ••• , , 1 o. 1----------1 

(=·:'r'~TAL discount allowed (see instructions), • , , , • , ~ •••• , , , , • , , , , • , ; ••• 11. i-.c... ... --------1 
r;i¥~t~I tax due. Subtract line 11 from line 10 • , • , ••• , • , • , , •••• , •••••• , • , 12.1---------l 

I. ,'ex payments in current year (after discounts) •• , , •••••••• , , • , , , , • , • 13. c..: ... :.__._ _____ .., 

~ : . 
. ~.~.,!ax on Items Purchased for Business or Per:sonal Use* 

6% 

7,23·1,Jj4.fi7 

4 . .... 7 231 334.fi7 

5a. 

b. fi,6:72,301.17 

C. 

d. 

e. 

f. ... 
g. 

h . 

i • 

J. 
k. .... 6 672 3 01.17 

6. .... 559,033.50 

7. X.06 

8, ... 33 542.01 

9, ... 
10. 33 542. Cl 

11. .... 
12. 33,542.01 

13. .... 433,880.0B 

(Enter your taxable purchases , , • • , , ••• , , • • • ),,, 14a "723,BDB.50 X,06 e: 14b. ______ .::;43::..,._,4;:.;2;:.;B::.;.:..:5=1 

it·'fax payments made in the current year , •••• , , •• , • , • • , , , , , , . , , , ... 15. ______ ..:.4=.3,._, -=-42=-=-B '-'' 5=1 

Li'.J .•• -

f_ittJholding· Tax _ 
i~[t:ifos.s Michigan payroll and other taxable co~pensaticn for the year • • • • , , • , • , P-1 s. ----------
~-Nbinber of W-2, 1099, and/or 4119 forms enclosed, , , ••••• , , , , ••• , 17. ----------

~}?f~I Michigan income tax withheld per W-21 109~ and 4119 forms • , •• , , • • • • • • , • , •• , • • • , • , • ...1 B. ----------

1j/Fcital "Michigan income tax withholding paid during current tax year , • , , , . , •••• , , • • , , • , • , • , , , • .,._ 19. ----------
r h: { f.: ~; 
i:frrimary 
:~·4-~!; 
t!i:ital sales, use and withholding taxes dua. Add lines 12A, 12B, 14b and 18 • , • , • ,. , 

. Total sales, use and wlthholding taxes paid. Add lines 13A, 13B, 15 and 19 • , 

20, ______ .::.7.=.6,._, 9::..7.c..:O:..,.,Sc=...2 

21. ------=4.:.77-'-'-', 3=-0:;.:B;:..•:.;5;.::...!i 

• If line 21 is greater than line 20, enter overpayment • , • • , , • , , ••• , , ~ 22. _____ ___c4c..co..co_._,.3=3-=-B.c... "-07.:. 

. Amount of line 22 to be credited to your accounl 

;- We wlll notify you when your credit Is verified and available , , , , , , •••• ~ 23. -----------

')A.mount ofllne 22 to be refunded to you· ••• , , , • , • • , • , • ~ 24. 400, 33 B. 07 

i · If line 21 is less than line 20, enter balance due ,._ 25. ------~---

~J,!flis return is filed late, enter penalty and lnter~t'. (S~e in~t~~tl~n~.j : : : : : : : : : : : : : : : : : : : : : : : .: .,._ 211, 
i)'d1AL PAYMENT DUE Add lines 25 and 26, Make check pay;,ible to "State cf Michigan." • • , • • • • • • • • • • • ,.._ 27. ---------­
.- .-~r, · 
se T:, Items Purchased for Business or Personal Use: Use lines 14 and 15 to report purchases made for use in your business 
'f~!- ite1,,.,; removed from your Inventory for personal or business use, Do not repeat the amounts from Column A, lines 1 - 4 here. 

3 
!SOA2.0DD 
SJ;.i:. : 
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t!~_ .. ..,_f1(f. 

a~g~·;·65, Page 2 Aci:ount Name 

TOMRA of North America, Inc . .. ~ 

;··:· e of Business Ownershi check one onl 
L·. 

~-~- -~:usband - Wife . ~
·,1: •lttdtvidua[ 

f. l1iirtnership 

~\{~\J Fl.eg!stered P~rtnerahip, Agreement Date: 

:!(;-fEJ Limited Partnership 

gfiintted Liability Company 

i~!;~r: Domes:ic (Michtgan) 
!; ·c • Prof~s1onal . 

. Foreign (Non-Michigan) 

leas on· for amen ding nolu m. Include your account number (If nol llsted abow) In !he exp tan afio11. 

•_Ef ATTACHMENT 

f~j,;Y· 
.:.,:'•:?-1,•: 
,·;·.·:.:. 

D Michigan Corporation 

D SubchapterS 

D Professional 

' 

. GJ Non-Mich. Corporation 

D Subchaplers 

\:i~n.ature (you are required to complete all information requested below) 

~

Trust or Estate (Fiduciary) 

Joint Stock Club or lnwstmenl Company 

Social Club or Fraternal Organization 

Other (Explain) 

i:iiiciare under penalty of perjury that this return is true and comp{eta le J dec/ara under penalty ofpe,jury that this re/um is based 
H(iiest of my knowledge. on all information of which I have any knowledge. 

~~thorize Treasury to discuss my return with my preparer.~ Yes D No Preparer's Signature, Address, Te/ephC/le and ID Number 

'.-'-c--J,:·~--· ---lkJ~%'t~ 
KPMG, LLP 

Telophone Number 
One Financial Plaza 

203 447-9738 

Dale 7 55 Main Street 
'-'-'---'--'==>::i.:__..!..LL.......,.......,=--~~-1--~-'-'~~l~15=-Ji~1~~~---1Hartford, CT 06103 
In\ tl•m• of Corporal• OflicarR••ponsiblo lorR•tum Telephone Number 

. '°Kob11' \-k+\ncle._ B.60-297-5555 

~ ·Aware of Postal Regulations When Mailing Your Tax Return:. The U.S. Post Office calculates postage based on the weight, 
e; and thickness of an envelope. Consult wit~ the Post Office before mailing to avoid delays ln delivery; Items with insufficient postage 
I }e returned to the sender by the Post Office. · 

iiling Instructions: 
.,1,,·... . 
enclosing payment with your Annual Return, mail to: 
:~fgan ·oepartment of Treasury 
partrnent 78172 
).·Box 78000 
trait, Ml 48278-0172 
ift~ .. 
r:Jt;questing a Credit to your account (amount on line 23) or a Refund (amount on line 24}, mail to: 
:higan Department of Treasury 
): Box:30779 
-~.s,ing, Ml 48909 

i(~th~r Annual Returns without payment, mail to: 
nt!f.a~"Department of Treasury . 
1slng; Ml 48930 
~i~~~··- ~l-' 

Go to www.michigan.gov/taxes to check your Sales, Use and Withholding 
transactions and ask questions about your accmmt on-line. 
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Month 

January 

February 

March 

April 

May 

June 

July 

August 

September 

· October . 

November 

December 

$ 
$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 
$ 

$ 

$ 

·sales Tax 
Originally 
Remitted 

33,542.01 

9,988.59 

22,152.1 B 

25,666.33 

18,146.30 

12,493.85 

92,746.02 

48,803.94 

31,992.34 

43,163.80 

53,895.80 

41,288.92 

TOMRA of North America, Inc. 
Refund Calculation Summary 

Year Ending 12/31/2006 

$ 
$ 

$ 

$ 

$ 

$ 
$ 
$ 

$ 

$ 

$ 
$ 

Use Tax 
Originally 
Remitted 

-
19,271.45 

1,100.00 

1,895.99 

1,196.72 

1,707.51 

2,170.62 

2,941.74 

2,705.24 

3,521.14 

2,692.80 

4,225.30 

$ 

$ 

$ 
$ 

$ 
$ 

$ 
$ 
$ 

$ 
$ 

$ 

Total Tax 
Originally 
Remitted 

33,542.01 

29,260.04 

23,252.18 

27,562.32 

19,343.02 

14,201.36 

94,916.64 

51,745,68 

34,697.58 

46,684.94 

56,588.60 

45,514.22 

Amount Due 
Per Amended 

Return 

$ 33,542.01 

$ 19,271.45 

$. 1,100.00 

$ 1,895.99 

$ 1,196.72 

$ 1,707.51 

$ 2,170.62 

$ 2,941.74 

$ 2,705.24 

$ 3,521.14 

$ 2,692.80 

$ 4,225.30 

Total Refund Due: 

Refund Due 

$ -
$ 9,988.59 

$ 22,152.18 

$ 25,666.33 

$ 1 B, 146.30 

$ 12,493.85 

$ 92,746.02 

$ 48,803.94 

$ 31,992.34 

$ 43,163.80 

$ 53,895.80 

$ 41,288.92 

$400,338.07 
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er:;::"{ ... · 
·,:;_,:, r•. 

ORIGINAL 

MlchiGBn Dept of T~U/Y, 165, (Rav, 7--04) _ 

Annual Return for Sales, Use and Withholding Taxes 
Pl~~ Label from Your Coupon Scok Ht>l'e or &.tar T..,...payw Nama ,..,.---..,.,.,-....,,,-----------..--, 

-r'6tn~lr- o+- /v,H-·/.-J... ~,:;..,:;_ ::cic.­
: \}_:: · ..1- G,,t-far......+-e- )rl•N..-1 s ..... , k 710 .. 

::/L;·· ..SW/.."t 01 o C 

.: : ' ... File this return 
by February 28. 

Do not use this form to replace a monthly or qnarterly return. 
·'.:'t . · -ram fl 4- j.,:?., 0 ::-r--..... "7 
ti::'-: 1• ~ A .. Use Tax: Sales & Rentals B. Sales Tax ;·,1?r!:;.· ---'-''"'-"=~:,,...,:r==-'-'-""-l!!:=--.--.--------=:'.~~~~----
1.':"'~ .. ~ 

~rri: 6% 4% 6% 4% 

Sales and Use Tax 
:}f:· ·. 
- ,,.. . 1. Gros.s sales (including sales by out~f-state 
.ftk, . vendors subject to use tax)...................................... 1, ----...;...--+-----f---l 

~:,.:.~:,_~'.,.-~:_: .. :.,r.S!a:. 5~5~=2:?::':;=~::~~~'.:'.'.: ! .:...~ -'-. ·---+--+-'-> ----+----, 
_ Resale : .................................................................... 5a. ----+--+-----+---! 
;··;.~ b. Industrial processing or agricultural producJng ...... b. -----+--+-----+----1 

1. 
.2. 
3: 
4. 

5a. 
b. 

c. lnterafate commerce ................................ .,............. c. -----+---+-----+----1 C. 

d, Exempt services ...................................................... d. . ... , d . 
e, Sales on whic~ tax was paid to Secretary of State .. e. 
f. Foad for human/home consumption ............... : ..... , f . .:. .. -------.--+-=------;.---1 

e. 
f. .. 

g. Bad debts ................................................................ g, g. 
h. Michigan motor fuel or diesel fuel tax...................... h, ~ .. h. 
i. Other. Identify: I. 

J.Ei\ j. Tax included in gross sales (line 1) ........................ J. 
·:.,:. ,· ·k. Total allowable deductions. Add lines 5a - SJ ...... :... k . .:.•-----f---1--'------f---1 

.. _;·,. 6. Taxable balance. Subtract line 5k from line 4.......... 6, ..;;.•-----+---+-=------f---1 
7. Tax Rate ................................................ : ................. , 7. ----=-+:--::-....::..+-----=+:-:~ 

I. 

~ 
) 

X .06 

·~~: . .. 8. Gross tax due. Multiply llne 6 by line 7 ..................... B -'-~------'--+--+-'-----+---I e. r---......,_'9'--=-+-=--"-+-'•;...._ __ --i. __ 

t ,: · · 9. Tax collected in exces~ of line 8 ..... ......................... 9, .:.>-----+--+-=------+---I 9. r'------t----+-'>;...._ __ ~--
/;_\~(_· %. Add 1· 8 d 9 

.. 
10. mes an .......... , .......................................... 1D. 10. r-"c.-<....'7""'....._.U-.ll--t-----,--,. ;;i7\:., 11, TOTAL dlscountallowed (see lmstructlons) .......... 11. > 11. r.:;:;:---::-:--i--:,:-t-'----+--

f · 12. Total tax due. Subtract line 11 from line 10 .............. 12. 12. !--''-=-'f-J.l.-!-'-"-U,.,..-1-----~-., '". · . 13. Tax payments in current year (after discounts) ........ 13. )., 13. c.:._~H--f.-6-.J.U...<-"...i;l-.J..;;;...._ __ --'--1_ __ 

if/.. . .-. Use Tax on Items Purchased for Business or Personal Use (see back)* 
.q;i,:;. 14. Enferyourpurchases taxable at!he 6% rate ........................................... )· 14a. 7,;2J t go I? t :5° X • 0 6= 
,-,.r: .·. -P I ·.'.<)·: · 15. Ta>e· payments made in the current year. ................................................................................................................. . 
-; ·,t"1-:-" . ~~.r~··: .. . ,, Withholding Tax 
[.1!_;_·.;;···:, 11i. Gross Mic}:iiga11 payroll and other taxable compensation for the year ................................................................. .. 

17. Number of W-2s and/or 1099s enclosed ............ , ................................... -17. ________ _ 
1B. Total Michigan income tax withheld per W-2s ............................................................. ., ........................................ . 
1S. Total Mk:higan Income tax withholding paid during current tax year ........................................ : ........................... .. 

14b. 
> 15. 

J.f3i-/"J/3) ~I .. 
f3 £'481 .::i-l. 

H6. ____ _,__ __ 

~ 18.------­
~ 19.-----'---

Summary . . . . . 7 I 
20. Total sales, use and withholding taxes due. Add fines 12A and 13 (both rate columns), 14b and 18 .................... 20. f/ 2 2 )DE n 

'1. 21. Total sales, use and withholding tai,:e::i paid. Add fines 13A and B (both rate columns), 15 and 19 ... , ... _............ 21, "7'771
1 ? t'J ?! S:j 

22. lfline 21 is greaterthan-Jine 20, enter overpaymBnt.. ............................ ~ 22. 0 I 
~J}:: 23: Amount of line 22 to be credtled ~_Your .account. . I 

We wtll notify you When your credit IS verified and available ... : ............. >- 23. 0 
i:; ':: · 24. 'Amount afline 22 to be refunded to yau .............. , .................................... >- 24. 0 ' I 

25. If line 21 Is less then line 201 enter balam;e due ................................................. :.................................................. ~ 26 .. -------.-'---
26. If this return is flied late, enter penalty and in!Brest. (See ins!ruc!ions.) ................................................................ ~ 26,,------,---

, · 27. TOTAL PAYMENT DUE. Add lines 25 and 26. Make checks payable to "State of.Michigan.'' ............................. :.... • 27 .-----L...-
~ .J. • 
' .:~ . 

(\:·: 

r· CMA%,l@lffi@i&fUU¥Viitb Complete and sign the beck of this return. 
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t\.', ......... ::, 

ORIGINAL 

1es, Paga :1. 

Type of Business Ownership (check one only) 

0 Individual O Michigan Corporation 
0 Husband -Vllfe O SubdiapterS 
D Partnership · 0 Professional 

D Registered Partnerahlp, Agreement Date:_j j 
D Ltmtted Partnerahip . [}fNon-Mldi. Corporation 

D Limited Llabf[ily Company 
D ·ocmestic(Mlchlgan) 

D Professional 
0 Foreign (Non-Michl11an) 

D Subchapter s 

Signature (you are required to complete all Information requested below) 

0 Trust or Eslate (Aduciary) 

0 Joint Shlclc Cl!Jb or Investment Company 
D Sac:!al Club or Fraternal Organization 
D other {Explain) 

I dec/&,a under penalty of perjury that this mtum I~ lrus and complete to 
tl,a best of my knoWledge, 

I dec(a,a under penalty of perjury that this return is based 
on s/1 lnformi.tion of which I have any know/adga, 

If you are enclosing payment with your return: 

MAIL TO: Michigan Department of Treasury 
Department 78172 
P. 0. Box 78000 
Detroit, Ml 48278-0172 

,If you are .[!!!t enclosing payment: 

MAIL TD: Michigan Department of Treasury 
Lansing, Ml 48930 

-.Use Tax on Items Purchased for Business or Personal Use 
Use lrnes 14 and 15 tc report purchases made for use In your 

Prepar,,r'a Slgnetum, Add~, Phon,, and ID Number 

· business or for items r:emoved from your inventory fer personal use. 

f:· 

Do not repeat the amounts from Column A, nnes 1 - 4 here, 

To che·ck your Sales, Use and Withholdlng transactions and ask 
questions about your account on~line, visit the Treasury Web site ... 

www.michigan.gov/treasury · 
Click on the Business Self-Service button and followthe instructions. 
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~\e°hlg~·Department of Treasury 
'55·(Rev. DB-10) • 
\.nnual Return for Sales, Use and Withholdmg Taxes 
Taxpayer Name Account Number 
. : .-~ . 
'·.i ' •. ~ . 
roMRA of North America, Inc. 
~ne· Corporate Drive, Suite 710 

lheJ\.~n, CT 06484 2007 

Date Due 

Check box if this is an 
amended return. -
x Amended Return 
Amendrnent'Dale 

12/7/2011 

~!I( ; return by February 28. Do not use this form to replace a monthly or quarterly return. 

~~:~{!_: 

\ales and Use Tax 
.>:.iGross sales (including sales by out-of-stale 

:;;·,l~t1dors subject to use lax) •••••••• , 

(,: Rentals of tangible property and accommodations, • 

ifrijl19comrnunications services. • · 

)}Nici lines 1, 2, and 3 , , , • • • 

;;#LOWABLE DEDUCTIONS 
:·::i:tE!:Sale •••••• , • , •••••• , •••• 
. : Industrial processing or agricultural producing 

_;:;-interstate commerce 
f~..;.r; • . • • • • .- .a • II 11 • a a a • 

.~ ,Exern pt services • • • • • • • • • , • • , • • • • 

~,;.safes on which tax was paid ta Secretary of State • 

(?~.C??d. far human/home consumption • 

1lBad debts , •• , , • • , • • • , • • 

~/M1thigan motor fuel or diesel fuel tax , • • • , , • , • • • • • • • • • • • • • • 

. ).'other- Identify: ------------ , • , • , •••••••• , •••••• 
;•;;'rax included in gross sales (llne 1) • , , , , • 
.,.. ·-·· . 
;.,,Toial allowable deductions. Add lines Sa- 5j 

(if a:~able balance. Subtract line 5k from line 4 

)¥ID/ Rate • • • , • • • • • • • • • • , • , 

\~·ross tax due. Multiply Hne 6 by line 7 .• 

:· TaY - ''ected in excess of line a 
. Ad, · s a and 9 • • • • • • • 

·. '.OTAL discount allowed (see instructions) ••••••••• 

·.1btal tax due, Subtract line 11 from line 1 o , , 
;,Jax payments in current year (after discounts}, • • • • ~ , • 

~tTax on Items Purchase·d for Business or Personal Use* 
Ir!""' . 

A. Use Tax: Sales & Rentals B. Sales Tax 
6% 6% 

. 1.1---------J 
• 2. ,_ _______ _. 

. 3.1---------J 
• 4 .... 4. ... 9 799 366.67 

Sa.,____ _______ __, Sa . 
b. ,____ _______ __, b, !:!, 091,739. 00 

C. ~--------! C. 

d. 1-,-,,-------.....1 
• • e. ftlf.~~~i.if f[~.ff~:~t\;~~f~·~ 

d. 

e. 
• f. ,._,.,.:__ _____ ____; f, 

,.. 
•••• g, 1--,. _______ __. 

• • • • h. lftKt;~.~i~illN~7f~-~~I 
g, 

h . 

i. 

j . 

•• k. ... k. ... 9 091 739.00 

•. 6. ... 6. ... 701 627-67 

• 7. x.06 7 . x.06 

• 8, ... 8. ... 42 457,66 

. 9, ... 9, ... 
10, 10. 42 457.66 

11. ... 11. 
,.. 

12. 12. 42,45.7.65 

13. 
,.. 

13. 
,.. 

587,961.99 

'••=1-'·•· 
-~,Etiter your t=ble purchases 

(M'i~'fiayments made in the cu~r;nt y~a~ : 

so, 241.12 ... 14a. _____ ___c8:..c3c...:7...:.,~3~5.::.2..:..·.::.0.:..D X .06 ~ 14b·------~.!..::..=.:-=:~ 

• • . • • • • • • • • • • ,i.. 15. ------=..::..L..=..:..:::..,c::;:;:.. 50,241.12 

:;.;~):,h~ : 
1ithholding Tax 
i gri:iss Michigan payroll and other taxable compensation for the year , 

i!~'.u'mber of W-2, 1 099, andto/ 4119 forms enclosed • • • • • , • .'. 

!::rotaJ Michigan lnc~me tax withheld per W-2, 1099 and 4119 forms • 
• 17. ----------

i-ri:ftal Michigan income tax withholding paid during current tax year •••••• , •. , , , 

f~J"(' 
ihlmary 
ir ... 1,.. . 
~·-'fblal sales, use and withholding·taxes due. Add lines 12A, 128, 14b and 18 : ·.i;.,r ·~ • . . • 
,.'F-iifal !>al~s, use and withholding taxes paid. Add lines 13A, 13B, 15 and 19 • 

;z1f1ih a· 21 Is g reata r th an Ii ne 2 o, enter overpayment • • • • 

(°~ttlount of line 22-to be credited t~ your account. 
·~ ~ .. l' 
·-wetwiJI notify you when your credit is verified and available 
·~Ii.<'' 
,:,ll;maunt of line 22 to be refunded to you 

"11"' II II• lo II• 

:·:r; lihe 21 is less than line 20, enter balance due ••• , • 

'. irlhls return Is filed late, enter penalty and loter~st: (S;e in~tructicns.) 

... 22. ______ .::.5..:c4.::.5.L,.::.5..:c0..:c4..:.,=.3=.3 

,...23. --------­
... 24. -------=5-=4c::5_,_,.=5c:Oc.:4c.! • .=3.::;3 

... "·". 
; 'fOTAL PAYMENT DUE. Add Jines 25 and 26. Make check payable to "State of Michigan." 

,..1,6. ----------

...18. --------­

... 19. ---------

20. -------'9"-'2,,_,...:6:.:9::..:B:.:·:...7=8 

21, _____ ___.:6:.:3::..:B:.:,~2~0:.:3:.:,~l~l 

... 25. --------­

... 26. ----:--------

... 27. ________ _ 

;e Ta-x on Items Purchased for Business or Personal Use: Use lines 14 and 15 to report purchases made for use In your business 
Fo'r 111;1,... ~ removed from your inventory for personal or business use. De not repeat the amounts from Column A. lines 1 • 4 here. 
j ... ···; 

.5°DA2,b-~ 
i{, 
= ·_:. 

·•·":, ... • 
~.;?\·'~: 

S!~;.,: 
'', 

', 

-,. 

,j, 

I 
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.. 

-. 1! tr!:.=f ~; 
~{;t/·~~ l!" •• 

.... ., . 
Fotm·:1·es, Page 2 
. ;ti;_·, 

.. 
·\_· 

;_;~~f~;:.;i '. 
f,'·--<~ bf Business Ownershi 

~
:~?1-_' 
, ·~·: ;t,n:~1v1dual 
'.'·'t. -:1-Jtisband- Wife 
;~ f· fr•,;\· ·' 
·; ::- ,Piirtnership 

Account Name 

TOMRA of North America, Inc . 

check one on! 

D Michig.an Corporation 

D Subchapter S 

· D Professional .,,.,. '.... . 
~-':.'. · ··: Registered Partnership, Agreement Date: 
~'!:J~··. ,P.•t • • . ::>- . , - Limited Partnership 

]'. 1tfrnited Llability Company 

·•
1····a·,i ·D t" (M"h" ) -'~}: ~-.:. omes 1c Jc 1gan 

... ·· Professlonal 
·:/ . · ·· Foreign (Non-Michig~n) 

- Q Non-Mich, Corporation 
D Subchapter S · 

R.~ason for amending return. Include your account number rit not listed above) in the explanation. 

SEE ATTACHMENT 

:13.: 

........ 
':~f: ,-:~ : . 

... . ...,,. 
~lg.nature (you are required to complete all information requested below) 
1-.··;~ ..... '. 

~

Trust or Estate (Fiduciary) 

Joint Stock Club or Investment Company 

Social Club or Fraternal Organization 

Other (Explain) 

(aiiiciare under penalty of perjury that this return is true and complsle lo / declare under penalty of peljury that this return is based 
1L -~''iJ· 
'.fii!:.~~st ofmy knowledge. on all information ofwhiah I have any knowledge, 

i~t.horiza Treasury to discuss my return with my preparer. W Yes D No Prepare(s Signature, Address, Telephone and ID Number 

;.;~;~/:· . . tlroJwl.f l/i;:t;;~wtovia-
KPMG,' LLP 

Telephone Number 

:e'Aware of Post.al Regulations When Mailing Your Tax Return: The U.S. Post Office calculates postage based on the weight, 
;e and thickness of an envelope. Consult with the Post Office before mailing to avoid delays in delivery; items with insufficient postage 
ill;be returned to the sender by the Post Office. · 

;~;ilinq Instructions: 

-~nciosing payment with your Annual Return, mail to: 
i~h'ig'an Department of Treasury 
epartment 78172 
0, Box78000 
[;~roit, Ml 48276-0172 
~-~ . . 

;i:£guestinq a Credit to your account (amount on line 23) or a Refund (amount on line 24), mail to: 
ifb_Jgan ·Department of Treasury 
:e·; ·sax 30779 
rh~-ing,_MI 48909 

ifg'ther Annual Returns without payment, mail to: 
l~NJ:t'fu:n. D'epartment of Treasury . . 
m~fng 1·.M148930 

·,J;:;:::~ 
1~~2.000 
~~~\i;~_.. 
__ }_ ., 
:".:. :·. 

. Go to www.michigan.gov/taxes to check your Sales, Use and Withholding 
transactions and ask questions about your account on-line. 
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,, 

Month 
January 

Febnuary 

March 

. April 

May 
Ju.ne 

July 

August 

September 

October 

November 

December 

$ 

$ 

$ 

$ 

$ 

$ 
$ 

$ 

$ 

$ 

$ 
$ 

Sales Tax 
Originally 
Remitted 

16,680.86 

50,880.22 

41,974.86 

38,270.97 

33,327.58 

80,674.95 

32,452.97 

64,737.07 

42,457.65 

40,640.23 

44,732.82 

101,131.81 

TOMRA of North America, Inc. 
Refund Calculation Summary 

Year Ending 12/31/2007 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

Use Tax 
Originally 
Remitted 

4,777.18 

1,918.40 

1,498.51 

1,215.90 

1,105.94 

2,458.65. 

1,337.16 

1,337.16 

10,351.17 

8,856.33 

8,575.12 

6,809.60 

$ 

$ 
$ 

$ 

$ 

$ 
$ 

$ 

$ 
$ 

$ 
$ 

Total Tax 
Originally 
Remitted 

21,458.04 

52,798.62 

43,473.37 

39,486.87 

34,433.52 

83,133.60 

33,790.13 

66,074.23 

52,808.82 

49,496.56 

53,307.94 

107,941.41 

Amount Due 
Per Amended 

Return 

$ 4,777.18 

$ 1,918.40 

$ 1,498.51 

$ 1,215.90 

$ 1,105.94 

$ 2,458.65 

$ 1,337.16 

$ 1,337.16 

$ 52,808.82 

$ 8,856.33 

$ 8,575.12 

$ 6,809.60 

Total Refund Due: 

Refund Due 

$ 16,680.86 

$ 50,880.22 

$ 41,974.86 

$ 38,270.97 

$ 33,327.58 

$ 80,674.95 

$ 32,452.97 

$ 64,737.07 

$ -
$ 40,640.23 

$ 44,732.82 

$101,131.81 

$545,504.34 
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,{J.t?.~·.· 
ifr~\Z\:; 
.. ,,;;~:.~~.:: 

.;(~ .. ' l 

tfit.\- . 

ORIGINAL 

i} Michigan Dept. ofTn,asury 
(it,',~· (Rev. B--06} 

Please prlnt your numbers like this. Use blue or black ink. I 2 3 Y: 5 6 7 8 9 0 

·;ft~9mbined RETURN . 
\~gt:.Michigan Taxes • 
tf tf e';this mtum even If ito tax is due. 
ill.so. Form 163 for address changes. 
f2ii;,.:,c, --~-
!A'ccount 
,.:Number 
}.'f':~,.-

Office Use 

22 

.:ompany arna 
TOMRA OF NORTH AMERICA INC 

Sales Tax 01 

. Sa!esTax 
Discount 02 

Use Tax• 
(Sales/Rentals) o J 

Use Tax 
Discount 04 

Use Tax 
(P\Jn:hases) 0 5 

-,----,;f-,o-=--,-------,~-------1 

Michigan 
~~~.,.flf-::ic,;Flf:.tc="r=:'::~ck::~~--1 Wl!hho!dlng 0.6 

i(, h 0 o g,c;. 
. i V . 

SBT 
Estimates 07 

Voucher 
· Payment" 98 

1,777.I''? 
Penalty&· 
Interest 99 

97 RESERVED 

97 RESERVED 

97 RESERVED 

• 
Maka check payable to: "state of Michigan" 
and Include your account number on your 
check. 

Total Paym~nt J.._ I . tj S" 9 _ O tf. 

··,· . 

... 
·r 

l:}i~l.' 
~~(>-
r.{J., '. 

22 2 ~ 9 0701 8 2 
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ORIGINAL 

~.(ct,i~~n Depl, c!Traasury 
60 (Rev, B-06) Please.print your numbers like this, UsEJ blue or black ink. I 2 3 4 5 6 7 8 9 0 
• •; :· :T ~ • 

:!ombined RETURN 
br Michigan Taxes 
1le.thls mtum even if no iBx Is du11. 
"4{Fonn 163 for address changes. 

".u" ·~ .. • 

~i::~'ount 
(~_limber 

•• 
Office Use 

2.2 

Sales Tax 01 

Sales Tax 
Discount 02 

Use Tax• 
(Sales/Rentals) 0 3 

<9(1]p_aflY Name Use Tax 
?ciJ.9vq_p. OF l'!JORTH AMERICA INC (Purchases) os 

==----==------------1 
Michigan 

f./;~~~~~~d~=::----~ Withholding 06 

so 8'80 
SBT 

Z- '2- Es~mates 
J • 

Voucher 
Payment" 

°t I f.lfO 
Penalty & 
Interest 

• 
Make check payable !o: "State of Michigan" Total Payment 
Bild lm:lude your account number on your 

01 

98 

99 

97 

97 

97 

RESERVED 

RESERVED 

RESERVED 

sz. 79 f G:2..-. . . 
check.. 

22 2 - 9 IJ702 5 2 

~~i~~:?n 
Jf!~iFi: · · 
!11.~. :,: ~. . ! 

': . 
..;,+ -~.- . 
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Michigan Dept. of 'Traasu ry 
160 (Rev, B-06) 

Combined RETURN 
for Michigan Taxes 
Flis this return evsn if na tu Is due. 
Ilsa Form 163 far address changes. 

Account 
Number 

Return Period -
• 

! Df!lce )Jae 

22 

MARCH 2007 I Due Date 

APR 20, 2007 , 

omp1my ama 

TOMRA OF NORTH AMERICA INC 

! t t:· .J: .. : ~··!·i: ST O ••• 

: ~- • .. ~- ,· 

Please print your numbers like this, Use blue or black ink. · I 2 3 4 5 6 7 8 CJ 0 

Sales Tax 01 

Sales Tax. 
l:liscount 02 

Use Tax• 
(SaleSIRenta!s) o 3 

Use Tax 
Discount 04 

Use Tax 
(PUrcha&.SJ. 05 

' ~ 

Michigan 
Wrthholdin11 ,06 

* These are not sulltcta! lines. 

Make check payable to: "state of Michigan'' 
and Include your account number on your 
check. 

SBT 
Estimates 07 

Voucher 
Payment• 98 

Penalty & 
Interest 99 

97 RESERVED 

97 RESERVED 

97 RESERVED 

• 
Total Payment 

22 2 -· 9 D7D3 2 2 
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·c.~lg.'!ln Dept. ofTrsasury 
a (Rev. B-OB) 

ORIGINAL 
Please print your numbers flke this. Use bfue or b/ar:k ink. 1234567890 

·;:~· .. : ·. ~ • SalesTax 01 
:ombined RETURN 
fr Michigan Taxes 
;et Wm even if nu tax is due. Sales Tax 
r~ 1-...... , 163 for address changes. Discount 02 
7",,.-, -. -----------.-,,o=ffi,...ca""""u,.,_s--,a 
/;fount - Use Tax* 
·lumber · 2 2 (Sal ...... 1 ) J t:'c: eSIRe111ms 0 
leturn Period Due Date 

;_A.PRIL 2007 MAY20, 2007 Use Tax 
Discount 04 

.ornpany Nams · Use Tax 
::·XOMRA OF NORTH AMERICA lNC (Pur'cllasas) 05 
c"~>':J}.~·=·~··"'-.,' .-,,:T:'C"".=-----,rn::,:---,---0-----i 

Michigan 
~~'----"--~-'-'--=-c--,--'-.,.,.--f----'----_.__.,., 'Nilhholdlng o 6 

3i J1o 97 

J-O ": These are not subtotal lines. 

SBT 
· Estimates 

Voucher 
Payment* 

Pen~lty & 
Interest 

• 
Make check payab!e to; "State of Michigan" Total Payment 
and Include your account number on your 
check. 

22 2 

,: .. 
:, 

07 

98 

99 

97 RESERVED 

97 RESERVED 

97 RESERVED 

9 0704 9 2 

r 
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' I ORIGINAL 

Jan DepL of Treasury 
~~, B-06) Please print your numbers like this. l/se blue or black Ink. I 2 3 4 S 6 7 8 9 O 

~bined RETURN 
M,ichigan Taxes 

this return 8Vfm if no tax is due. 
Ftimi 163 for address r:flangus. 

ount 
1ber .u - Dua Date · 

• 
Office Use 

22 

)UN 20, 2001 
1 ·~~ • 

1paey ama . 
'dMRA OF NORTH AMERICA INC -;:··. 

Salas Tax 01 

Sales Tax 
Discount 02 

Use Tax* 
(saJe~antals) o 3 

Use Tax 
Discount 04 

Use Tax 
(Purchases) o 5 

SBT 
Estimates 

Voucher 
Payment* 

Penalty& 
Interest 

Michigan 
cg~11ee...,~-¥'=-~==-;;r.;!=;--..---'-; Withholding 06 

11,Tci:·:. Michigan Dept. ofTreasury 
·. l· Dept. noo3 
'(-: · · · Detroit, Ml 48277-0003 
··,t ~: 

.m:.i .. 

'··"'· ·., 
A 

1 • 

iftr;·:· · . 
.... ~·~:-.l~·; ·. 
;-;i,' ,71• 

.· ... : 

1;!' ~ I 

~~!~~{(: ~ . . 
. :i};~ ;.t; • .. , . '• ·r:···· 

" These are not sublotaJ lines. • 
Make check payable to: "State of Michigan" Total Payment 
and Include your &ccount number on your 
check. 

22 2 

07 

98 

99 

97 RESERVED 

97 RESERVED 

97 RESERVED 

9 0705 6 2 
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.-;;-!,,,, 

,;~·( .. ·. 
~\;;: '. 

·)~?~ ... ORIGINAL 
:~Jgan Dept. of Treasury 
f;\Rav, 8-06) ' Please prfnt yo11r m1mbers /fke this, Use blue or bla~k Ink., I 2 3 1+ 5 6 7 8 9 0 . 

5mb,ined RETURN 
f{i.;fichigan Taxes · 
ii'itr · 'urn BVM if na tax fs duu. 
~-.f..'-. 163 for address changes. -1turn Period Dus Date 

• 
Office Use 

22 

JUNE 2007 JUL20, 2007 

mpany ame · 
TOMRA OF NORTH AMERICA INC 
--.--~....:.....,-=-----n=:--------i 

Sales Tax 01 . 

Sales Tax 
Discount 02 

Use Tax* 
(SaJes/Aerrtals) 03 

Use Tax 
Discount 

Use Tax 

04 

· (PurrJlases} o 5 

Michigan 
:2'....u:::.!=....-;:;.=:_~;;-,--.:..,...,-:c1:,==----1 Wllhholding a 6 

jiJo:'. · Michigan Dept • .pf Treasury 
Dapl 77DD3 

· Detruit, Ml 48277·0003 

~fj:\. 
(,:_\•. 

~-:.'.:("it" 

t~~ . 

\~·~·;' :· 
-,· 
.:~~>~ 

6 • These are not sublalal llnes. 

Make check payable to: "State cf Michigan" 
and include your account number on your 
check. 

SST 
Estimates 07 

Voucher 
Payment .. 98 

Penalty & 
Interns! 99 

97 RESERVED 

97 RESERVED 

97 RESERVED 

•• 
Total Payment 

22 2 9 0706 3 2 
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,-!..' 
.:,: . 

. ::;.:_}/.' 
,;'Jii~;f be,:!. of i'reaauiy 
:a (Rev. s-06) .. 
:ombined RETURN 
,i Michigan Taxes 
riithls return sven If no tax Is due. 
fdtonn 163 for address chr1nges. 

o2:ount 
~ryi~sr 

• 
Office Use 

22 
~turn Period 
"J,ULY 2007 ··:~r ~ .·..; 

Due Date 
AUG20, 2007 

•mAAny Name 
'TGMRA OF NORTH AMERICA INC 
,::, ;.,./•: I 

iii To:. Michigan Dept. ~f "J!aasury 
Dept 77003 
Detrcit, Ml 48277-0003 · 

:,, 

!~;;f~.: 

.,.:·.: 

L ~ • ~: • 

~~~( 
;i~~~~J ··-"5~,':.. ... 

hf J.. ~·. ; 

... , 

".,,,. 

i 
;;_,(:,~:. 
~tl~.~. 
·:~ ... ~ 
:i..:. .. .. 

. :: ':).' 

ORIGINAL 
Ple,ma print your numbers Ilk& this, Use blue or bl11ck ink. I 2 3 4 5 6 7 8 Cj O 

2 ~ 'f 9 
SBT 

SalesT~ 01 ., ~ ;i... 7 EsOma!es 

SalesT~ Voucher 
Discount 02 .3 1 7 I i:.. Payment" 

Use Tax* Penalty& 
(Safesffl&lltlls) 0 3 Interest 

Use Tax 
Discount 04 

Use Tax 
(Pmdiases) 05 

Michigan .... «d • ~ • Withholding 06 

* These are not subtotal lines. ·• 
Maka check payable to: "State of Michigan" Total Payment 
and Include your account number on your 
check. 

22 2 

01 

98 

99. 

97 RESERVED 

97 RESERVED 

97 RESERVED 

3 3 7 9 c 3 

9 a7a7 a 2 

l 
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>>::?{bv/;·~r.t~-.??; ,;1·"::-:··-, : .. _./§ 
r •• •: ~ 

:,, UK!01NAL 
~ .. ~ . . 

~lQan Dept. ofTreai.urJ 
J (Rev. 6-06) 

;ombined RETURN 
10-r Michigan Taxes 
1/e thlr relutn even If no Jax ls due. 
Jse Farm 163 far address changes. 

Account 
Number 

Return Period - Dua Date 

• 
Office Use 

22 

AUGUST 2007 SEP20, 2007 

M. lgan Dept. of Treasury 
Dept. noos 
Detroit, Ml 4a2n-0ooa 

Please print your numbers like this. Use blue or black ink, I 2 3 4 5 6 7 8 CJ 0 

Sales Tax 

Sales Tax 
DiscoUllt 

01 

02 

Use Tax* 
(Sales'Rentals) 03 

Use Tax 
Discount 04 

G l( 7.17 
I • 

" These are not subtotal lines. 

SBT 
Eslimatas 

Voucher 
. Payment"' 

Penalty & 
Interest 

• 
Make check payable to; "State of Michigan" Total Payment 
and incluc!e ycur account number on your 
check. 

22 2 

07 

98 

99 

97 

97 

91 

RESERVED 

RESERVED 

RESERVED 

G~ ,0··2y2-.3 

9 0708 7 2 

. : ,·': t (\(/f?J 
.-.·. :·,: . 

I . 
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ORIGINAL 
:nfgan Dept, Uf Treasury 
i-:{f,'liw. &-06) Please print your numbers f/ke this. Use bfue or black ink. I 2 3 Lf 5 6 7 8 9 O 

6:fubined RETURN 
{Michigan Taxe~ 
rli' this rstum sven If na tax Is dus. 
g_;fr,rm 163 fur addroSJ changes. -~turn Rerlod Due Data 

• 
Office Use 

22 

SalasTax 01 

Sales Tai{ 
Discount 02 

Use Tax* 
(SaJe.vRentals) _o3 

A~f.TEMBER 2007 OCT 20, 2007 gfu~J!t 04 

---.~-.,-------.=c---,-----1 

Use Tax 
(Purchases) o 5 

Michigan 
,..:-..:...:::..--:=--,,?---r-.,-,---.--:,:":-rr=c:=::--------1 Withholding O 6 

: : ~ : 

,"-;-· 

rJ f,.;:· 

.~i15} _: 1.:·· .• ,1. 
:.{[J<.·•• .. 
. \~~-,j~r:: . 

!~;~}; 
11.1.,::-;,;: •/ 
1·:.: . .. 

. ; ... 

-~~~J('·~· . 
i>!.~!.t.·· 
,+ , ••• 

-:-~:;:: ';-?.~ h • 

:~iVr 
!It·:·'..~'. 
!'"/>-!}.•·' • • 

Michigan Dept. 'of 1'i'easu ry 
Dept. noo3 
Detroit, Ml 4B2n-DOD3 

• These are not subtotal lines. 

Make check peyabla to: "State at Michigan" 
and Include your account number on your 
check. 

SBT 
Estimates 07 

Voucher 
Payment* 98 

Penalty & 
Interest 99 

.97 RESERVED 

97 RESERVED 

97 RESERVED 

• 
Total Payment 4 q 

22 2 9 0709 4 2 
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•\•. -:. . 
•, 

:tilgan Dept. cie"f,1.,/suiy ', 
l"(Aev. B-06) 
\:.•.'• •. C, V 

cimbined RETURN 
;f._~~i~higan Taxes 
'e"tl. .. ' !urn even If no tax is due. 
:~:-Par,,, 163 for addrsss change,. 

ccount 
Umber 

aturn Period Due Date 

• 
Office Use 

22 

NOVEMBER 2007 DEC20, 2007 

:·~ ·-

'·· 

...... 
;;:}. 

=}.~~ I 

~ ....... 
;fk=1~:,:-... ~ ./' 

·/-~ .... 
. I•~ . 

;· 
'I ',• 

:T' 

.: ... ~::~; .. 
'· 

:~i.r~.~; . 
. i: .. :.·,.~ .. 
.f:-... _ ., 

ORIGINAL 
Please print your numbers like this. Use blue or bfack Ink. I 2 3 4 5 6 7 8 9 Q 

J./~, 73:J.. 
r7 ., SBT 

Sales Tax 01 l, .- Estimates 

Sales Tax Voucher 
Discount 02 Payment* 

Use Tax* Penalty & 
{Sa!es/Ren!a\s) o 3 '8 S-7 S- I 2-- Interest 

' . 
Use Tax 
Discount 04 

Use Tax 
(l'Uichases) 05 

Michigan 
Withhold Ing 06 

" These are not subtotal !Ines. • 
Make chock payable to; "State of Michigan" Total Payment 
and Include your account number on your 
check. · 

22 2 

07 

98 

99 

97 

97 

97 

RESERVED 

RESERVED 

Rl;SERVEO 

l 

1 
. i 

S-J J::.; 7ai.£ 
. I I 

"""( 

9 0711 9 .a; 

l,1;. 

j. 

I 
~ -: 
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lcbl!i11~.0apt af Tl'easury 
!D' {RB\I, B..C,6) • f 

-~~.-:,! .... ~ .~ 

:ambihed RETURN 
->r' Michigan Taxes 
i/e this return even if no tax Is due. 
.11 NJntl 163 for addm9S changes. 

1ccEunt 
lumbar 

ietum Period Dua·oate 

•• 
Office Use 

22 

. l;)ECEMBER 2007 JAN 20, 2008 

)J:llpany ama 
;'TOMRA OF NORTI-1 AMERICA INC ·Jr· t,', O T • 

ail To:. Mlc:hlga:n Dept, of l}'ea.sury 
Dept 77003 
DEJl:rol~ Ml 4B277-0003 

1'\rr.· · 
.... ·i,, 
~ • > • 

)-';f,:l ... ·.: 

•, I 

~}\:;:: 
.~ .. ~ ..... 
-.~;~·· t' 

:;.., ...... . 

:.:· ... : 
:~·;··;)~ 

! ._-. 

1:.1,: 

t}. 

ORIGINAL 
Please print your numbers like this. UsaJiffttuir bftd lift. t 2 3 ~ S ·· 6 7 8 9 O 

I o I 3 J . 3 I 
SBT 

Safes Tax 01 I Es!imatas 

Sa!esTax VouGher 
Discount 02 Payment .. 

Use Tax• ' i O 9, G6 
Penalty & 

JSaleSlf1 enta/s) 03 b Interest 

Use Tax 
Disro1.mt 04 

Use Tax 
(Purchases} 05 

Michigan 
Withholding 06 

• There are no! subtotal lines. • 
Make check payable to: "Staie of Michigan" Total Payment 
and lnc;lude your account number on your 
check. 

22 2 

07 

98 

99 

97 

97 

97 

R~SERVED 

~ESERVED 

RESERVED 

/o 7,9 '/I .1(. 

9 0712 6 D 

t., 
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ichlgan Department ofTreasury 
,s (Rev. 08-10) 
lnnual Return for Sales, Use and Withholding Taxes 
raxpayer Name 

'OMRA of North America, :rnc. 
1ne Corporate Drive, Suite 710 
thei.'·--,, CT 06484 

Date Due 

return by February 28. Do not use this form to replace a monthly or quarterly ~turn •. 

Check box if this is an 
amended return. 

x Amended Return 
Amendment Dale 

12 /7 /2 D l.l. 

A. Use Tax: Sales & Rentals B, Sales Tax 

ales and Use Tax 
, Gross sales (including sales by out-of-state 

vendors subject to use tax) . . . • , • .- ••••• 
. Rentals of tangible property and accommodations. 

, Telecommunications services. , 

, Add lines 1, 2, and 3. • . • , • 

ALLOWABLE "DEDUCTIONS 

Resale, •• , , , • , • , • , , , , , •••• , , , 

Industrial processing or agricultural producing •• , 

Interstate commerce • • , , • , • , • • • • • , • 

Exempt services • • , • , , , , • , • • , • • •• 

Sales on which tax was paid to Secretary of Stale • 
1'• I 

6% 

• ••• 1, --------< 

• ••• 2. !---'--------< 

•• 3, --------< 
,4 .... 

5a. 1-----------1 

b. ,__ ______ __, 

c. 1----------1 

"'E;-~od for human/home consumption , , •••• , • f. ,__ ... ~-------' 

l:~~d debts , •• , •••• , •• , , , •••••••••• , •• , , •• , •• , •• , • , ••• g, 1----------.-.-1 
~Mich[gan motor fuel or diesel fuel tax.. • • • • • . • • • • . • • . • • • . • . • • • . • • h, '~Wl,({~tiw:if%,~i~t,:1{~ 
· if,1Wer - Identify: • • • • •••• , • • • • , • • • • • , • • • • • I, .__ ______ __, 
·,:'Tax Included fn gross sales (llne 1) • , • , • , • j. ~;~:.tc@,ri~:f~~~i~'V.}~?i:'.:'{(~;,:, 
,:Total allowable deductions. Add lines 5a - 5) 

iTaxable balance. Subtract line 5k from line 4 

ilisaxRate 
.- • I ~ 11 lo I N ii I "'· I • .. • 

Gross tax due. Multiply line 6 by lfn~ 7 

• • • • • .. .. lo • ~ • 

Tar 1cted in excess of line B • , , , , , , , , • • • • 

, AdL .s B and 9 , • • • , , , , , • • , • , • • • • • • • • • • 

· TOTAL discount allowed (seec instructions) •••••• , •• , •• , •••••• , ••• 

. "Total tax duec. Subtract line 11 from line 10 • • , , • • , • , , , , , • , , ·• , , • • • , 

. ifax payments in current year (after discounts). • • • • • , , , ••• , • • • • , • • , • 
v:.n·: ",.t 

s¢,Jax on Items Purchased for Business or Personal Use* 

• k. ... 
.• 6. .... 

•••• 7. X,06 

. . •• 8, .... 
• ••• 9, .... 

10. 

11. .... 
12. 

13. ... 

6% 

4, IJ>- 6 968 478.50 

5a. 

b, 6,304,055.00 

C, 

d. 

e . 

f. ... 
g. 

h. 
i. 
j . 

k. ... 6 304 055.00 

6. ... 664,423.50 

7 . x.os 

8 . .... 39.865.41 

9. ... 
10 . 39 865 .41 

11 . .... 
12 . 39,865.41 

13. .... 418,108.71 

. Enil:!r'your taJ<able purchases • , , , • • 

, fax; payments_ made in the current year • 
,(\'' 

J11,-14a. ______ 7_4_1~,_B_l_l_._67""" x ,06 = 14b·-------=-=.<..::.=..:....:..:::.. 44,508.70 

• •• , •• , , ••• , , .... 15. _____ ....;;..::..<..=.::..::..::..:..:c. 44,508.70 

r.~-• , 

ithholding Tax 
i::rfoss Michigan payroll and other taxable compensation for the year ,. , • 

Number of W-2, 1099, and/or 4119 forms enclosed ••• , •••••• ·• 
•• '"'· II: • ll>-1&. ---------

17. _________ _...:, 

Total Michigan income tax withheld per W-2, 1099 and 411'9 forms •• , , • • , ••••• , ••• , •• aa,.1 B. ----------­

Total Michigan Income taxwithholdlng paid during current tax year •••••••••••• ; , , • , • , • , • ; , , Jll,-19, -----------

J,, 
tm!"llary . ,a . . 
:-,J~lel sales, use and withholding taxes due. Add Jines 12A, 12B, 14b and 16 ••••• , , , , , , , , 

%iaJ sales, use and withholding taxes paid. Add llnes 13A, 136, 15 and 19 

•Wllne 21 is g0reater than line 20, enter overpayment , •• , , , • , • , •• 

'Aiii~Lint of line 22 to be credited to your account 

IJ>- 22, -----~3_7~8_,_, "'-24.::.3~. 3=c0::, 

>Ne will notify you when your credit is verified and available ••• , , • • • • • II>- 23, -----------

2~. _____ __:Bc;.4;:.L;, 3::..7!.:4.:..·c.:l::.:l:. 

21. ______ 4.:..6:::;2::_!;, 6::.;1::..7:...·:.:;4~1:.. 

:l'iimount of line 22 to be refunded to you II>- 24. 378,243.30 

ff-line 21 Is less than line 20, enter bal~nc~ du~ • • • ' • • • • ' • • ' • • • ' JII,- 25. 

ilfithis return is filed late, enter penalty and lnter;st: (S~ ln;t~~ti~n~.j : : : : : : : : : : : : : : : : : : : : : : : : .... 211. ----------

lfOTAL PAY~ENT DUE. Add lines 25 and 26, Make check payable '.o "State of Michigan." • , , ••• , , • , , , , • .... 27. ----------·,. 
i.t.ax on Items Purchased for Business or Personal Use: Use llnes 14 and 15 to report purchases made for use In your business 
C?/itr •emoved from your inventory for personal or business use. Do not· repeat the amounts from Column A, lines 1 - 4 here. 

l~'ti" 
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.~t t\~·. ~ 

.... ~ ~ :f~.~:;-~ . . • . 

F.'o.rin:i:1B5, Page2 Account Name 

, ~ r • 

··.' .· TOMRA of North America, Inc. 

'· r .e of Business Owners hi check one on/ 

~ -·;.~\~·;.ividual 

';l:liJsband - Wife . 

,f' a.rtnersh ip p Reo•to,ed P,rtn,,,.,le """""'"' D .. 
· : · Limited Partnership 

,i." limited Liability Company 

'.&·. i:· .- Domestic (Michigt;1n) 
!·. •t':i' Professional . 

?: ~: Foreign (Non-Michigan) 

iJ(ilon for amending return. lnc:lude yourac,;ount number(ifnot listed ebove) In the e,cplanation. 
L 1.;,;.,·. • 
S.EE): ATTACHMENT 

r;iif'.f.:.· 

H" .. 

D Michigan Corporation 

0 Subchapter s 
D Professional 

GJ Non-Mich. Corporation 

D Subchapter S 

Hgn.ature (you are required to complete all information requ':sted below) 

~

Trust or Estate (Fiduciary) 

Join! Stock Club or Investment Company 

Soclal Club or Fralemal Organization 

Other (Explain) . 

·declare under penalty of perjury that this refum is true and complete to I dee/are under penalty of perjury that this re/um is based 
'1-e.f:best ofmy knowledge. on all information of which I have anykno.w/edge. 

lfrthorize Treasury to discuss my return with my preparer.~ Yes D No Prepare(• Signature, Address, Telephone and ID Number 

"'-i;:~.:....ilr~,;,.;~::_··_.,...=,._on-·z-ed-R~.e-p-re-se-n-la-fiv_e_S-ig-na-tu_re _______ · ------{t2'~ ~~~ · 
KPMG, LLP 

Telep hon" Number 

rlwa,..:• I 

~iAWare of Postal Regulations When Mailing Your Tax Return: The U.S. Post Office calculates postage based on the wei_ght, 

~i:!.,arid thickness of an envelope. Consult with the Post Office before mailing to avoid delays in delivery; items with insufficient postage 
lt'o~ireturned to the sender by the Post Office. 

ai.ling Instructions: 

~B·61osing payment with your Annual Return, mail to: 
~J;,lgan Department of Treasury 
1pa.rtment 78172 
J. Box 78000 
1troit, Ml 48278-0172 
i:-:., 

~~questing a Credit to your account (amount on line 23) or a Refund (amount on line 24), mail to: 
~ijjgan Department of Treasury 
~,.Box 30779 
IJS,i[lg, Ml 48909 

![~j~~j. Annual Returns without payment, mail to: 
;11[9.an Department of Treasury 
~·sing; Ml 45930 

3··''.- Go to www.michigan.gov/taxes to check your Sales, Use and Withholding 
3' ' transactions and ask questions about your account on-line. 
2tDNMDO ~,ri;~;l.~ . 

~1:~.! 
~:[i~ 
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~ 'I·. 

Month 
Ja'nuary 

February 

March 

April 

May 

June 

July 

August 

September 

October 

November 

December 

$ 
$ 

$ 
$ 

$ 

$ 
$ 

$ 
$ 
$ 

$ 
$ 

Sales Tax 
Originally 
Remitted 

39,865.41 

8,426.22 

29,718.03 

41,978, 10 

40,755,06 · 

42,268.03 

37,447.26 

30,566.44 

48,170.25 

35,618.63 

23,298,89 

39,996.39 

TOMRA of North America, Inc. 
Refund Calculation Summary 

Year Ending 12/31/2008 

$ 
$ 

$ 

$ 

$ 
$ 
$ 

$ 

$ 

$ 
$ 
$ 

Use Tax 
Originally 
Remitted 

11,264.30 

2,933.69 

2,361.87 

2,210.85 

4,246.56 

2,880,96 

3,451.62 

4,085,62 

2,455.85 

1,963.88 

4,642.52 

2,010.98 

$ 

$ 

$ 

$ 

$ 
$ 

$ 
$ 

$ 

$ 
$ 

$ 

Total Tax 
Originally 
Remitted 

51,129,71 

11,359:91 

32,079.90 

44,188.95 

45,001.62 

45,148.99 

40,898.88 

34,652.06 

50,626.10 

37,582.51 

27,941.41 

42,007.37 

Amount Due 
Per Amended 

Return 

$ 51,129.71 

$ 2,933.69 

$ 2,361.87 

$ 2,210.85 

$ 4,246.56 

$ 2,880.96 

$ 3,451.62 

$ 4,085.62 

$ 2,455.85 

$ 1,963.88 

$ 4,642.52 

$ 2,010.98 

Total Refund Due: 

Refund Due 

$ . 
$ 8,426.22 

$ 29,718,03 

$ 41,978.10 

$ 40,755.06 

$ 42,268,03 

$ 37,447.26 

$ 30,566.44 

$ 48,170.25 

$ 35,618.63 

$ 23,298,89 

$ 39,996.39 

$378,243.30 
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.:'.t{. 
: i_6)ijgan Dapt. cf TraEISUI)' 

-~;_(~!lY· 8-08) 

-~dffibined RETURN 
~ftMi~hlgan Taxes 
ifii this rstum evon If no tax ts due. 
s~ Farm 163 tor address changes. 
~~;,cunt 
~umber 
"':"!r";,. -

• 
Office Usa 

22 
ietum Period 
"FEBRUARY 200a 

Dua Date 

MARZ0, 2008 

iaHo: Michigan Dept. of Treasury 
ii1P.•l· • · Dept. noo3 
-f,,:;: Detroit, Ml 4B277-000:3 

.::.;'_·= 

·:ai~./· 
,• t' .. •,:,.,,..• 
;-· ... ~f· .. 

t!;jL:. 

f .. · 

~_,,J .. ~ 

:;~·:\;~~- •·. 

ORIGINAL 

. Please print your numbers like this. Use blue or black ink. I 2 3 lf S 6 7 8 9 O 

Sales Tax 01 

Safes Tax 
Discount 02 

Use Tax .. 
(Safes/Renlals) 03 

Use Tax 
Discount 04 

.. These are mil sublolal llne·s. 

SBT 
Es!imales 

Voucher 
Payment* 

Penalty & 
Interest 

• 
Make cllac!c payable to: "State of Michigan" Total Payment 
and Include your account number on your 
check. 

22 2 

\ 

07 

98 

99 

97 

97 

97 

., 

RESERVED 

RESERVED . ' 

RES~VED 
' 

1s·9 9-( 

9 D8D2 8 6 

.·:. 
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ri:/. 
~r,~t; .. : · ... · .. 
:~\~)}: :. 
t+·.r:.-'.. • . 
ihfgan·p,.pt. of Treasury 
;t (Reil. B-D6) 

d1~bined RETURN 
if:nr· 'ligan Taxes 
•e· tfl. .urn even If na tax/,; due. 
'B Form ·163 fur addreu ch11ng11s. 

:count 
Jmber .. 

• 
Office Use 

22 
Due Data • ~tum Period 

MARCH APR 20, 2008 ~:·. ~ .. 2008 
;::; .... 
impany Ne.me 
td.MRA OF NORTH AMERICA INC ': >1·.... ~ 

.~;r_.:./-
\-f\;,;=:.. 

iry~t--
;, . 

. 6ihi . 
;i__ t,.~ . 

•,• : i -~ 

.-:'r 
,ti, • 

.. 1, .· 
'·-

;i/ .. ."-

'.•. 
:i,. .· 

.·· :. 

\~L., 
........ '1'; 

)i:;.t: . .. 
1~~i?\~ .. 
·._\_. 

ORIGINAL 

Please print your numbers like thfs. Us11 blue or black fnk. I 2 3 lf 5 6 7 8 9 O 

'9 q SBT ·, 
Salas Tax 01 , I g ;) 1 Estimates 

Sales Tax Voucher 
Discount 02 Payment• 

Usa Tax" 
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Discount 04 

Use Tax 
(Purt:hases) 05 

Mi~higan 
Withholding 06 
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Make check payable to: "State of Michigan'' Total Payment 
and Include your account number an yaur 
check. 
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Combined RETURN 
for Michigan Truces 
File lh/1 rstum svsn II no tax Ii due. 
Uss Form 163 loraddress changes. 

Account 
Number -· 

• 
l Office Use 

22 
Return Period 

APRIL 2008 
-, Due Date 

I MAY20, 2008 

Company Name 

TOMRA OF NORTH AMERICA INC ""'-==P±....-c:=..,._ ____ ,...,..._-,-__ --l 

SalesTax 01 

Safes Tax 
Discount 02 

Use Tax• 
(Sakwlenlals) 03 

Use Tax 
Discount 04 

Use Tax 
(Purt!.ises) 05 

,9- {}._ 
' 

MIChlgan 
!4'!5:~-?£.~t.J,.,,:;:;:::.,..,,,-1.,;::._t:_~:Ql::_i Withholding 06 

.. TIIBH are not subtotlil !Ines. 

Make check payable to: "State of Michigan" 
and Include your account number on your 
ch~k. 

SBT 
Estimates 07 

Voucher 
Payment* ss 

-. .-- . Penalty & 
~ ,:j Interest 99 

97 

97 

97 

• 
Total Payment . 

2'2 2 

RESERVED 

RESERVED 

RESERVED 

.!/ '{, i :y r . e; r 
9 0804 2 6 
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;·, .. ·. 
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1 th 1rn ,wen II no tax Is due. Sales Tax 
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tumPariod Due Date 
tit/( . 2008. JUN 20, 2008. 
•,_"· 

npany Name · 
~OMRA OF NORTr! AMERICA INC 
~-~-----~.-,----,-----; 

Use Tax 
Discount 

UseTax-

04 

(Purchases) O 5 

Michigan 
=~!,<C___,i'::J1--L~,......,,--1-=±-='+-=--"-----l Withholding 06 

: •. (,; 
.. :~:. 
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•··. ~ ~ 
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Michigan Dept. of Treasury 
Dept. 77003 
Detro!!, Ml 48277--0003 

" These are not subtotal lines. 

Make check payable !o: "State of Michigan" 
and include your account number on your 
check. 

SBT 
Estimates 

Voucher. 
Payment* 

P.enalty & 
Interest 

• 
Total Payment 

22 2 

07 

98 

99 

97 

97 

97 

RESERVED 

RESERVED 

RESERVED 

t/f 00( ft,;;i,. 

9 0805 9 6 
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or. Michigan Taxes 
fie iliis return even If no tar Is due. 
-~e Farm 163 far address changes. -'lall.JmPerlod Dua Date 

•• 
Office Use 

22 

·--JUNE 2008 JUL20, 2008 

Sales Tax 01 . 

Sales Tax 
Discount 02 

Use Tax* 
(Sale,gfAen!als) 03 

Use Tax 
Discount 04 

:Ompany ams Use Tax 
.TC~MRA OF NORTli AMERICA INC (Puichases) 05 

,.;._....::,....=--...-,-....,-:-:,::------'--,-;c..:11:r.:ia=---.----:------1 

Michigan 
~~=-~"---,A-,=-,-...,.-,,:L-..:':=fr=-''---"---1 Wilhhol\ling 06 

,·~l[,t.q: . Michigan 'Dept. of Treasury 
::: .. Dept nooa 

.::;- > Detroit, Ml 4B2n-oooa 

;~,:{~~~ 

~·~~-:/ 

;.~t\: 
J ·~ 

::-t:,t.·-,·. 
c:)~:r.:.ti.~ · 
ite· Ih·(, t. 
·~:t! ;-..iii" .•. 
. =:·· . ..... 

itt~-.~-
ft?~~~'t;. 
(.'!:aft;_: .. ; 

fi.1;..-

if· 

-~";.- .' . 

• 1· , .• · ·,· 

..... ·. 

i.:. 
{ 
,-:;_ .. 

• These are not subtotal lines. 

Make check payable to: uState of Michigan" 
!Ind Include your account number on your 
check. · · 

SBT 
Estimates 

Voucher 
Payment" 

Penalty& 
Interest· 

• 
Total Payment 
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97 
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Michigan Dept. of Treasury 
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Combined RETURN 
tor Michigan Taxes • Sales Tax 01 1 7 ' 'f '--/ ! . ~c. 

SBT 
..,. Estimates 

File this relum even II no tax is due. Sales Tax 
Use Farm 163 fllr address c/ranges. .Discount 02 .----------...C:....---,-=,,,...-....,.,......., 
Account 
Number 

Relurn Period 

JULY 2008 

l Oflic:e_Use 
Usa Tax .. 

22 (Sale~enlals) O 3 

I Due Da1e 

AUG 20, 2008 g~~!t 04 

ompany Name Use Tax 
TOMRA OF NORTH AMERICA INC (Purchases) 05 

"'11~ax-pa_ye_~.,..s-..,,.lg-n-,a1-ura----~-------1 
Mlchigan 

1,;T""u-0 ------.-.---.--'-c-,---,------1 Withholding. 06 

J, 

3 
·, 

.4". 'S-"i ' . -

.. These are not sublola! lines. 

.0 

Mall To: Michigan Dept. of Treasury 
Dept. 77003 
De1rolt, Ml 46277-0003 Make check payable to: "State of Michigan" 

and Include your account number on your 
check. 

Voucher 
Payment"' 

2--
Penalty & 
lnlerest 

• 
Total Payment 

22 2 

07 

98 

99 

97 

97 

97 

RESERVED 
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RESEAVED 
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Michigan Depl ofTrnMUI)' 
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·Combined RETURN 
for Michigan Taxes 
· Fils lhis rerum even ./! no laz is due. 
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Number 

Return Period 

• 
l Office Use 

22 

AUGUST 200B 
I Due Date 

SEP 20, 2008 

Campany Name 

· TOMRA OF NORTH AMERICA INC 
Ta:,payer"e :,1gnatura juaw 
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Mall To; Michigan Dept. of Treasury 
Dept. noo3 
Detroit, Ml 482n-0003 

Please print your numbBJ'S fika this, Use blue or black ink. I 2 3 4- 5 6 7 8 q O · 

Sales Tax 

Sales Tax 
Discount 

01 

02 

Use Tax ... 
(Sales/Rentals) 03 

Use Tax 
Discount 04 

Use Tax 
(Purchases) 0 5 

Michigan 
Wllhholding 06 

,. These are not subtotal lines. 

Make check ps:yable 1o: ~State of Michigan" 
and Include your account number on your 
check. 

SBT 
Estimates 07 

Vouchar 
Payment* 98 

Penalty & 
Interest 

• 
Total Payment 

22 2 

99 

97 

97 

97 

RESERVED 

-RESERVED 

RESERVED 

34 6 ...r'ot Ob 
f ' • 

9 0808 0 6 
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Combined RETURN 
for Michigan Taxes SalesTax 01 

, • SBT 
if' B , / ·7 0 . .2.,.S- Estimates 07 

File this relum ev,m if no fax is due. 
Use Fonn 183 far address ch;mges. 

Sales Tax 
Discount 02 

Voucher 
Payment'" 98 

Account 
Number - I Office Use 

22 
Use Tax* 
(Sales/Rfint!ls} o 3 

· Penalty & 
.2. i .$'::(' R .,r- . Interest . . 99 

Use Tax 
Discount 0'4 

Return Period l Due Date 
SEPTEMB!=R 2008 OCT 20, 2008 

ompanyName Use Tax 
TOMRA OF NORTH AMERICA INC (Purchases) O 5 

l=:=::6::-..r::=-::1:--------..=------l 
Michigan 

1.,.t'.;#::::~4~~~=-~::.t.J.':....L..[.!::J.L----l '.Mthholdlng o 6 

'J'?. * These are not sublolaI lines. 
<'-",..<.G'""""J~l,J..,;.<,:q,;11--L"'-_..:.::._..L..!.......L.__!L...L..S=.....:...J 

Make check payable ·lo: "State of Michigan" 
and Include your account number on your 
check. 

• 
Total Payment 

22 2 

97 

97 

RESERVED 

RESE~VED 

RESERVED· 

9 []8[]9 7 6 
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nr Michigan Taxes 
1/iJ this rstum even If no tax 11 due. 
fse Form 163 lor address cban11:...e_r._~~~-. 

Office \Jae 
l\ccount 
>lumber .. f: 22 
letum Period 
OCTOBER 2008 

Due Date 
NOV20, 2008 

,mpany Name 
T0"'1RA OF NORTH AMERICA INC 
iq,ayar's gnatum 

. ~ .: .. 
~~ .... 

. fio: Michigan Dept ofTreasury 
Dept. n003 
Detro!~ Ml 482n.ooos 

fhi .~:l .. ~ 
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3.5 t, !·5'.t'J 
·SBT 

Sales Tax 01 Estimates 
' 

Sales Tax Voucher 
Discount 02 '•,;; Payment* 

Use Tax• 
I, 1·' J. f 8 

Penalty& 
(Sales/Rentals) O 3 lnlerest 

Use Tax 
Discount 04 

Use Tax 
(Purmases} 05 

Michigan 
Withholding 06 

... These are not subtotal lines. • 
Make check payable to: "State of Michigan" Total Payment 
and Include your account number an yaur 
check. 

22 2 

07 

98 · 

99 'I 

97 RESERVED 

97 RESERVED 

97 RESERVED 

,. ' ,.· ~~ . 
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chigan Dept o!Treaaury 
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:oinbined RETURN 
if.Michigan Taxes • Sales Tax Ol 

r,rthls return even if no tax Is due. Sales Tax 
,e Form 163 for address changes. D!srount 02 ..:.__ ________ ..:.__.....:::.. __ .--Offl==-c-e---c-U,----se---, 

;count Use Tax* 
1mbar 2 2 {SaleS/RenraJs) 03 

iturn Period Due Date 
!-IOVEMBER 2008 

C. 
DEC 20, 2008. 

rop~ny ame 
WMRA OF NORTH AMERICA INC 
·::.f.J-_.Y_...:.~r-s=s~gn_a_tu_re ____ =o-at-e-------1 

Use Tax. 
Discount 

Usa Tax 

04 

(Pu!Chases) 0 5 

Michigan 
""'t;~-,...-.·:'..:... --------'---------1 Withholding 06 

Te ephone Number 

\lI~i Michigan Dept. ofTraasury 
1,.;,;-. Dept. noo3 

Detroit, Ml4B2n--0003 

:~: .... 
;u 6 . 

. -.,, 
•.•;•.·· 

~~:·:_~·: .. . , ..... 
Wi11~T-

£.1[~~. 
~i;/r:· ·:."~, . 
jj~~ .. ;:.:: .. 

* These are not subtotal lines. 

Maks check payable ta: "Sta.ta of Michigan" 
and include your account number en your 
check. 

SBT 
Estimates 

Voucher 
Payment* 

Penalty & 
Interest 

• 
Total Payment 

22 2 

07 

98 

99 

91 

97 

97 

RESERVED 

RESERVED 

RESERVED 

;i..7 '·" u,, .L,; / , If { • • ,: I 
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125a

Monthly Returns 
2007-2008

R
E

C
E

IV
E

D
 by M

SC
 6/12/2019 3:38:23 PM

... ·~ ~~- ·: 

~ .. 

:~:n: :· .. 
!!J;~: t :,: 
·~.i,-;!., .: .. 

l!~]~: ... _: .. 
:~:.::,.-·;·.: - . 

ORIGINAL 

c:ljlg,E111 Dept, ofTre1111ury 
O,(Rav. B-06) Please print your numbers like this. Use bfue or black ink. I 2 3 4 5 6 7 8 9 0 
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'e th/1 mturn even If no tax is dus. Sales Tax Voucher 
c::'l·_Fo_rm_1_6,_'8 _fo_r_ad._'d._rs_i_s_c_ha_n..::g_er_._.-=~.,.,--..., Discount 02 

Office Use 
Use Tax". 

2 2 (Sa/esffisnta/s) O 3 P-D/O'J'r 
" I 

Payment* 

Penally& 
Interest 

Use Tax 
Discount 04 

,tum;Perfod Dua Data 

:iECEMBER 2008 JAN 20, 2009 
,.:,;.ta,. : · 

~;ny Name Use Tax 
"OMRA OF NORTH AMERICA INC (Purctu~ses) 05 
---'--+.-...,..,..=--A-----=r::----:-----1 

;.: Michigan 
~~~~qq,.;:=c-=1:-n:i:::r=r"-'f~--1 Wllhholding 06 

• These are nol subtolal line1. • 
Make check payable to: "state of Michigan" Total p 
and Include your account number an your . ayment 

·.:::. 
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1;.:.­
j~.:~·-.... 
~rr· 
"i'".·'· 
:•~,;i.f.,la • I ' 

check. 
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STATE OF MICHIGAN 

COURT OF CLAIMS 

TOMRA OF NORTH AMERICA, INC., 
) 
) 
) 

Plaintiff, 

-vs-

) Docket No. 
) 14-91-MT 
) Judge Talbot 
) 

DEPARTMENT OF TREASURY, 
STATE OF MICHIGAN, 

) 
)Consolidated 

Defendant. 
I with Docket 
)No. 14-185-MT 

D E P O S I T I O N 

of RONALD C. KOLBIG, a witness ca1led by 

Plaintiff, taken before Tamara Staley Heckaman, 

Certified Shorthand Reporter and Notary Public, at 

525 West Ottawa, Lansing, Michigan, on Wednesday, 

January 7, 2014, noticed for the hour of 9:30 a.m. 

HECKAMAN & NARDONE, INC. 
Certified .shorthand Reporters 

P.O. Box 27603 
Lansing, Michigan 48909 

(517) 349-0847 
theckaman@live.com 

Page 1 
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Page 21 

Q. 

A. 

of the 

What's the difference? 

One is basically a financial lease. 

in one case there's a -- I believe 

there's a at the end of the lease term it's 

Some 

there's a dollar valuation given and -- usually 

one dollar and then title passes. 

Q. In which type of lease arrangement 

A. I don't recall the difference -- I can't 

recall that at this point. 

Q. Okay. Do you know if TOMRA used both 

operating leases? 

A. Don't know that. 

Q. You don't know? Do you know if TOMRA did 

capital leases? 

A. I can't tell which -- they -- basically 

all I know is they sold and leased their products. 

Q. Okay. 

A. 

Q. 

That's all I know. 

So during the course of your audit you 

never differentiated between the operating lease 

and the capital lease? 

A. They couldn't. TOMRA could not 

differentiate between any sort of -- because of 

their -- really the records that they maintained. 

They weren'~ even able to separate the sales and 

8188b888-fdad-4a48-8739-4db33f124849 
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Q. 

Page 23 

And for those invoices did you see the 

tax was 

A. Yeah, you saw that there was sales tax. 

Actually I had Mary check that and she reported to 

me 

the 

that she had tax those ' ' seen on invoices. 

Q. Okay. 

A. I did not see it. 

Q. So is it a correct statement to say of 

' ' did invoices you review 

Tax was on the invoices, correct. A. 

Q. Tax was on the invoices. So explain this 

12 to me, when you saw the sales tax on the invoices 

d what does that mean? 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

25 

A. Well, they couldn't produce them during 

the course of the audit, so that's number one. 

They only could produce those invoices at a much 

later period once you went to hearing, so during 

the course of the audit I saw no -- I saw nothing. 

Records were extremely poor. We could not 

differentiate between sales and rentals so -- and 

we could not -- I can't even tell you beyond that. 

You're asking about capital versus -- I couldn't 

answer that question. 

Q. So even later, you know --

A. Later. 

8188 b888-fdad-4a48-8739-4db33f124849 
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Page 44 

again, I don't know the full extent of -- it can 

include machine -- the answer is it can include 

machinery. 

BY MR. QUINN: 

Q. 

A. 

Q. 

A. 

I am going to refer you to tab J. 

Okay. 

Can you identify that document for me? 

Yeah, that's the sales tax audit report 

of findings. 

Q. 

A. 

Q. 

And did you author this report? 

Yes, I did. 

And if you want can you take a look at 

the pages included in tab J and let me know if 

this is a complete and accurate copy of your audit 

report of findings? 

A. Yeah, it appears to be, yes. 

Q. And all the accompanying schedules are 

there? 

A. Well, 

looks like it. 

assume so. 

let's see what's there. Yup, it 

T~ble of contents. Yeah, I would 

Q. Under the section that's labeled internal 

controls, do you see that section? 

A. Yup. 

Q. The first sentence, can you read that to 

8188b888~fdad4a4B~87394db33f124849 
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Page 48 

At least if they did they sure as heck 

did not give any to me. 

Q. Okay, we'll come back to that. Do you 

see the section in Exhibit Jon the first page 

where it talks about tax reporting reconciliation? 

A. Um-hum. 

Q. Can you read that first sentence for me? 

Just the first --

A. The auditor determined that the tax 

reporting procedures for the sales tax consisted 

merely of reporting the amounts collected from the 

Michigan sales tax liability account. It was not 

possible for the auditors to tie to the sales tax 

payable account. Taxpayer was unable to provide 

the requisite reconciliation. 

Q. Now, not being an accountant guy, can you 

explain to me what that means? 

A. Well, basically what they did was 

whatever they -- the tax that was collected was 

remitted to the State, however -- again, they 

could not -- so basically all I knew is that in 

any given month they collected X amount of 

dollars. I did not have necessarily any support 

that told me beyond who those customers were. All 

I knew was that they collected X amount of dollars 

8188b888-fdad-4a48~8739-4db33f124849 
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Page 49 

1 and remitted that amount to the State. That's 

2 
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9 

10 
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12 
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17 

18 

19 

20 

21 

22 

23 

25 

about what it would be in summation what that's 

saying. 

Q. And then did the amount that they 

purportedly collected and remitted to the State, 

did that match with their monthly~-

A. With what they had collected, yeah. 

That's basically what it ... 

Q. And so what beyond that did you want to 

see? 

A. I wanted to see when -- because I 

could -- t,hey -- I wanted to see whether or not 

why there were exempt sales, and there obviously 

were -- the total amounts, the gross sales, are 

far greater than what was collected so obviously 

they are exemptions by logical inference from 

that. And so they did not report on 100 -- they 

did not pay tax on 100 percent of their sales. 

Q. 

TOMRA? 

A. 

Q. 

A. 

And did you bring that -- your concern to 

Oh, yeah. 

And what was their response? 

That's as best they could do with the 

records they had. 

Q. Thank you. If you could can you flip to 

B1BBbBBB-fdad-4a48-B739-4db331124849 
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Page 52 

the gross -- that should have been -- like, if I 

had that then I would know. And then I would 

need to -- then if they had exemption certificates 

those particular customers could have been 

eliminated in theory from -- you know, from -- and 

there would have been no -- they would have been 

allowed -- their sales would have been allowed as 

deductions. 

Q. Okay. So if TOMRA had a blanket 

exemption certificate from Meijer, for example 

A. Okay. 

Q. and was able to tie back its sales to 

Meijer 

A. 

Q. 

invoices, 

A. 

Q. 

A. 

Correct. 

-- you wouldn't really need to see the 

correct? 

No. 

Just every --

Because it's -- and they took it in good 

faith so the answer is, yeah, that's an exempt 

sale. 

Q. Okay. So in that situation because we 

have the blanket exemption certificate from Meijer 

all sales to Meijer are exempt? 

A. Yes. 

81 88b888-fdad-4a48-8739-4db33f124849 
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Page 72 

anything? I have a couple questions for follow 

up. Do you need a break or anything? 

THE WITNESS: Yeah, let me grab 

something to drink. 

(A break was taken.) 

MR. DAMICH: Back on the record. 

EXAMINATION 

BY MR. DAMICH: 

Q. Mr. Kolbig, Mr. Quinn and you had 

discussed during the course of the -- that during 

the course of the audit that you had reviewed 

certain documents and general ledgers of the sort 

during this audit, correct? 

A. Correct. 

Q. And after your review of these documents 

you determined that the taxpayer had, in fact, 

reported and recorded exempt sales, correct? 

That's correct. A. 

Q. Now, did the taxpayer identify why they 

believed the sale was exempt? 

A. No, they did not, no. 

Q. So they never said this sale is exempt 

based off of industrial processing? 

A. No. 

Q. Never based off an exemption for sale for 

8188 bB 8 B~fd a d--4a48-873 94d b3 3f1 24849 



Ronald Kolbig 
Dep Tr 

134a

R
E

C
E

IV
E

D
 by M

SC
 6/12/2019 3:38:23 PM

Page 73 

1 resale? 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 . 

3 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

25 

A. 

Q. 

No. 

For no type of exemption. It was just 

listed as exempt sales, correct? 

A. Right. They actually they only give 

me the gross amount that I can get from the 

Michigan subledgers and the amount of tax that was 

collected, which divided -- when you take that 

amount for any given month, you divide by .06, 

that backs you into a taxable amount. So now we 

have a discrepancy between the gross per the 

ledger and the taxable amount and so there are 

exemptions because there is this gap, so it's 

so exempt sales are backed in -- and this is 

pretty standard in the industry, they back -- but 

under -- normally they can tell me what these 

exemptions are for. They could not. 

Q. Certainly they couldn't -- so they 

couldn't tell you what they were for, correct? 

A. 

Q. 

Correct. 

And they could not tell you for sales to 

whom they were for, correct? 

A. That's correct, they could not tell me 

that either. 

Q. At that point did they say they were 

81BBb888-fdad4a48-87394db33f124849 
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Q. Okay. 

Page 78 

Now we're going to go back to 

these exempt sales that you identified during the 

audit period. 

A. Correct. 

Q. Now, you had made mention that there is a 

six month sample period done, correct? 

A. Correct. 

Q. Did the taxpayer agree with that sample 

period? 

A. Yes, it was agreed. The taxpayer agreed 

that we would use a six month. 

Q. And for this six month sample period what 

did you ask? 

A. Well, we asked them basically to provide 

us with the gross sales, which would be from the 

Michigan ledgers, subledgers, and we needed -- we 

asked for any exemption certificates and, of 

course, none were forthcoming at that time. And 

it was very difficult to reconcile numbers because 

basically all I could get was what sales tax was 

paid from their monthly returns, and, you know, I 

knew the gross, I knew the sales -- the taxable 

sales are backing into it. That's all I could 

tell. 

Q. Now, you made mention about Michigan 

8188 b888-fdad-4a48-8739-4db33f124849 
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Page 89 
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A. Even here Spartan is -- they're looking 

for 402 and yet Spartan was 418. 

Even that doesn't match up. 

I don' t know. 

Q. 

A. 

Q. 

Right. 

So I'm having a problem with that. 

So would the next step be from here to 

maybe ask for source documentation that would 

maybe reconcile with their general ledger to just 

try to fix this issue and the numbers? 

A. Yeah. I mean, somebody needs to 

reconcile the general ledger versus the sales tax 

' ' why there discrepancy. invoices., is a 

Q. And would looking at specific ' ' be invoices 

a way to fix that discrepancy? 

A. It might help but I don't know if we're 

going to come to -- without looking at everybody. 

Right. Q. 

A. -- I don't know if we could do that. 

That's going to take an awful lot of time. I 

mean, there may be a reason. TOMRA may be aware 

of why there is this discrepancy, but I can't tell 

you what the discrepancy is. 

Q. And was that document given to you during 

audit, during the actual audit time? 

818Bb888-fdad-4a48-8739-4db33f124849 
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Q. 

A. 

That's it for me. 

Okay. 

Page 94 

MR. DAMICH: Just give me a second 

real quick. 

THE WITNESS: Sure. 

RE-EXAMINATION 

BY MR. DAMICH: 

Q. You said that that would -- that this 

would be fine for this specific month for Walmart 

and Meijer, right? 

A. 

Q. 

One second. 

Just yes or no, would it be fine for this 

specific month? 

A. No, because I'd need a rec- -- no, I need 

the reconciliation of the gross. There's 

discrepancies between the total sales and what's 

in the ledger. 

Q. For that specific month? 

There is, yeah. 

From March 2008? 

A. 

Q. 

A. Yeah. Right here the amount supposedly 

in the sales general ledger is a million one 

one -- let's try that again, 1,169,888. When the 

KPMG did their listing they came up with a greater 

amount of 1,248,024. I don't know what that is. 

8188b888-fdad-4a48-8739-4db33f124849 
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Michigan Department of Treasury 
169 (Rev. 04-13) 

Final Bill for Taxes Due 
Final Assessment 
Issued under P.A. 122 of 1941, as emended. 

• For monthly PENALTY/INTEREST provisions, 
correspondence, and appeal information, see page 2. 

TOMRA OF NORTH AMERICA INC 
ATTN KATHY LOMBARDO 
ONE CORPORATE DR STE 710 
SHELTON CT 06484 

Detail of Tax Liability 

Type of Tax 

SALES TAX 
10/1/03-12/31/08 
INTEREST ONLY 
LATE PA YMENT OF TAX 

Reason for Tax Bill 

Taxable Period 

12/08 

Tax Division Tax Division Telephone Number 

DISCOVERY-TAX 517-636-4120 
Assessment Number Dale Issued 

TH82977 05 /09/14 
Social Security/Account Number 

Office of Collections Telephone Number 

517-636-5265 

Tax Due 

51 6 , 562 . 00 

BILL SUMMARY 

Tax Due 

Penalty 

Interest 

Total Due 

$ 

$ 

$ 

* $ 

Penalty 

0.00 
58,502. 00 

516,562.00 

58,502.00 

2 54,080 .15 

829,144 . 15 

Interest 

59,125.15 
194,955.00 

THE DEFICIENCY IS BASED ON AN AUDIT CONDUCTED BY THE MICHI GAN DEPARTMENT 
OF TREASURY. 
10/1/03-12/31/08 

~ . 

~----------------------------------------------------------------------------------------------------------------
169 (Rev. 04-13) Detach and mail the payment voucher with your payment. Do not staple. 

Final Bill for Taxes Due 
Payment due within 35 days (see penalty and interest provisions on page 2). Make 
your check payable lo "State of Michigan-QC." Write your Social Security/Account 
No. and Assessment No. on all checks and correspondence. Allow up to 14 days for 
mailing and processing. A return envelope is enclosed for your convenience. Mall 
payment and this voucher to: 

*489097699002* 

,-------------.----- - -------, 
Assessment Number Dale Issued 

TH829 7 7 05/09/14 
Taxpayer Name 

TOMRA OF NORTH AMERICA INC 
Social Security/Account Number 

Write Payment ~ 

MICHIGAN DEPARTMENT OF TREASURY ~A-mo_u_nt_He_r0 
__ '-.,S' _____________ ___. 

OFFICE OF COLLECTIONS Notify the Office of Collections in writing if your address above is incorrect. 

PO BOX 30199 
LANSING Ml 48909-7699 T DO NOT WRITE IN THIS SPACE 

000829144151 437829772 000000000009 09 8 
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Michigan Department of Treas­
TOMRA OF NORTH AMERICA INC/ 

Audit Report of Fintjings 

Introduction 

A SAL audit was conducted and completed on the above listed taxpayer far the period 
10/01/2003 to 12/31/2008, The audit resulted.in a determined amount of $516,562. 

Audit Objectives 

" Determine any differences between the correct tax and the reported tax liability. 
,. Affect the collection or refund of those taxes determined reported in error. 

Cause of Adjustment 
Primary: ST - other Deductions 
Secondary: 
Third: 

Audit Procedures and Steps Performed 

Sates Tax Audit Program 

Internal Controls 

The taxpayer is a major distributor in the United States, and its general accounting 
procedures are excellent. Its CPA firm conducts an independent annual financial audit 
and prepares the Annual Report for the shareholders. The taxpayer employs KPMG, 
one of the largest CPA firms in the worlc;:!, to oversee their accouriting procedures. 

Tax Regorting Reconciliation. 

The auditor determined that the tax reporting procedures for sales tax consisted merely 
of reporting the amounts collected from the Michigan sales tax liability .account. It was 
not possible for the auditors to tie to the sales tax payable account. Taxpayer was 
unable to provide the requisite reconciliation. 

Sales Reporting Pr-ocedures 

The taxpayer does not report any gross sales or deductions. The only amounts that 
the taxpayer reports are taxable sales which are grqssed up per the Michigan sales 
tax payable account and reported on a monthly basis. 
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Sales Tax Accrual Procedures 

The taxpayer reports the monthly amount in its Michigan sales tax payable subledger 
account. 

Detail Sample Procedure· 

Orfginally, the auditor and taxpayer had selected a six month block sample for testing 
the accuracy of taxpayer's exempt sales. The taxpayer had downloaded its annual and 
period sales tax Michigan population from the general ledger but is unable to identify 
specifically which invoices are being taxed. Therefore, the taxpayer is unable to 
separate taxable from exempt sales. It was determined that the taxpayer is reporting 
taxable sales based on the gross up of its sales tax liability as determined per its sales 
tax payable account is not reporting gross sales or deductions on either the backup to 
the monthly returns or on its Annual Returns for Sales, Use & Withholding Tax. The 
taxpayer filed Annual Returns for years 2003-2006. It did not file 2007 or 2008 Annual 
Returns. Thus, since an audit of sample deductions could not be verified, the auditors 
obtained the amount of gross sales from the gross sales of the Michigan sub-ledger for 
each audit period and subt~acted the amount of the taxable sales as reported by the 
taxpayer using the gross up of s·ales tax liability methodology. The auditors then 
separated the income by income type (installation income, parts income, service 
income, sales of equipment and products, leased equipment, freight revenue and 
Canadian income. Thereafter, the auditors separated the incpme by determined taxable 
and non-taxable income, allowing installation income, freight income, service income 
and Canadian income as deductions. Only, parts income, sales of equipment and 
products and.leased income equipment were determined to be taxable income in 
Michigan. These non-taxable items were subtracted from previously determined gross 
income to arrive atthe balance of the taxable receipts for each audit period. The 
adjustments to taxable sales in all audit periods were as follows: 2003-$181,156, 2004-
$1,277,328, 2005-$8:49,746, 2006- 8 027 182, ,2007-$(744,995), and 2008-
$(464,511 ).Sales Tax Workbook ls.B Determined Gross Sales$C$11 

The auditor had requested the data from the taxpayer on numerous occasions to obtain 
the exempt sales; however, on each occasion the taxpayer's representative, Robin 
Hettrick, was unable to comply with the request. See the original IDR request dated 
5/17/2011, item #5 which was requested and never complied with and in which the 
auditor stated, "In connection with the sales tax audit I will need the detail of the total 
sales population from 10/1/2003-12/31/2008 by month. I need the monthly amount of 
exempt sales for each month during the audit period.'' 

Thus, the auditors were directed to use the best available information, and the 
methodology in paragraph one was followed. 

Verify Gross Sales 

The auditor verified the gross sales by obtaining the period Michigan sales per the 
. Michigan sub-ledger accounts for sales. The amount was obtained for each audit 
period per the info1Tnation as supplied by the taxpayer. 

TOMRA OF NORJH A.>.:IERlCA. J'N C SAL 
5/271,014 
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Deductrons of Saies/Rentals 

As the taxpayer does not report the amount of gross sales nor deductions on its 
monthly or annual returns, it was not know what the taxpayer was exempting. On 
audit, the auditors allowed the following types of income as deductions: installation 
income, service income, freight revenue and Canadian income. 

Verify Inclusion of Proper Figures 

The auditors verified the latest transcripts, which were used for the reported 
amounts. Tax calculations were additionally verified and deemed to be correct. 

Compute Interest/Penalty 

Interest was computed through August 20, 2011. A negligence penalty is 
recommended as the taxpayer has no corrected its reporting methodology. The 
taxpayer is unable to determine ·which invoices it was taxing and which were exempt. 
Therefore, Tamra was unable to identify and support any deductions. As a result, 
the auditors were unable to Verify whether the taxpayer is properly reporting its sales 
tax liability. 

Records Examined 

Records examined lnduded the following: CRT printouts, Annual Sales, Use & 
Withholding returns, monthly returns, general ledger sales accounts, and sales tax 
payable account information, 

Primary Cause of Adjustment 

The primary cause of the adjustment was due to the understatement of sales and 
denial of all deductions. The taxpayer reported only the taxable sales as the amount 
of gross sales by dividing the sales tax reported by the 6% tax rate. Taxpayer was 
unable to support any deductions other than tax in gross because it does notknow 
which invoices are taxable versus nontaxable. 

Closing Conference 

A closing conference was held at the Tamra location in Shelton, Connectjcut The 
meeting was attended by auditors Mary Connolly, Ron Kolbig, Supervisor Joyce 
McCain and the taxpayer's representative, Robin Hettrick on August 17, 2011. 

TOMRA OfNOR.TI!.AMERICA INC -Pago3 ofS 
SAL 

5/2712014 
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Contested Issues 

Tcr date, it is not known whether the taxpayer will be contesting the audit results or 
not. 

Other Taxes/Spe~ial Circumstances 

Auditor Ron Kol big completed an SBT audit In October 2008_ Withholding taxes were 
reviewed and taxes calculated were found to have been paid: A use tax audit 

· · accompanies this sales tax audit. 

Audit Completion 

The auditor completed the notes that were needed to complete the Audit Report of 
Findings as well as the Auditor Evaluation. 

Scanned Documents 

Scanned documents include the following: Prior audit report of findings, waiver 
through 12/20/2011, power of attorney and IDR request dated 5/17/2011. 

Conclusion 

As this taxpayer is unable to determine what its deductions are since it cannot 
distinguish between taxable sales and exempt ones, the auditors were forced to use 
the methodology which entailed constructing the gross receipts from the Michigan 
sub-ledger for sales. The auditors were able to discern the types.of income that 
comprised the gross amount. Accordingly, various types of income were allowed as 
deductions, on audit, from gross sales for installation income, service income, freight 
revenue and Canadian revenue. These types of income were subtracted from the 
gross revenue to arrive at the audit amount of taxable sales. The taxable sales per 
the audit were found to be greater than amounts reported by the taxpayer as taxable 
sales based on grosslng up the sales tax payable by 6%. Said period differences 
are being taxed in this audit. As the reporting procedures are no different from the 
prior period, the auditors have imposed a negligence penalty of 10% because the 
auditors are unable to review the exemptions based on the taxpayer's reporting 
methodology or choose a sample-for review. The taxpayer was unable to comply 
with requests for information regarding its exempt sales in the various verbal and 
written IDR requests. 

TOMl!A 0.F NORTHAMEJUCAJNC 
Pag,,4of5 

SAL 
5/27/l014 

•',. 
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Audit Instruction Findf119s 

No specific audit instructions were presented to the auditors for response. 

Audit-Prepayment 

To date no audit prepayments have been made. 

Additional Auditors 

Auditor Mary Connolly a~sisted in the review of the audit data as submitted by the 
taxpayer. 

Audit Results 

Net Tax Due/(Net Credit)/Other adjustment $ 
Penalty $ 
Interest $ 

Amount Due/(Net Refund or Credit)/other $ 
adjustment 

Primary Auditor. Ronald Kolbig 

TOMRA OF NORTH AMEIUCA lNC 
Page 5" ofS 

516,562 
. 58,502 
194,955 
770,019 

SAL 
5127/2014 
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StatL i11chigan - Department of Treasury 
Taxpayer Name: TOMRA OF NORTH AMERICA INC 

Forthe Period 

\Audit Summary Ref 10/0~ /2:003 01(01/2004 01101/2005 
12131/2003 1.:YM/2004 12/31/2005 

Determined Tax Due A1 ·10,254 72,302 48,099 

Less Credit Offsets: 
Use Tax Audit 0 0 0 
SST Audit 0 0 0 
OtherTax Audits 0 0 0 

Prepaymentll D D D 

Total Credit Offsets 0 0 0 

Tax After Credits 10,254· 72,302 18,099 

Interest Due A2 2,470 21,830 19,337 
Penalty Due A2 . 1,025 7,230 4,810 

Net Payment Due 13,749 101,36.2 72,246 

·Sales Tax Audit Summary 

01/01/2.006 
12/31[2006 

454,369 

. 0 

0 
0 

0 

0 

454,369 

151,318 
45,437 

651,124 

D~te: 8/~ J11 
Accotmt Ng: 

01 (01/2007 I 
12131/20.07 

(421169) 

0 
0 
0 

0 

0 

(42,169) 

.o· 
0 

(42,169} 

01/01/200& 
121:miooa 

"-' .. · 

(26,293) 

0 
D 
0 

0 

0 

(26,293) 

0 
0 

{26,293) 

Schedule A 
Page 1 of2. 
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Statt Aichigan • Department ofTreasury 
Taxpayer Narne: TOMRA OF NORTH AMERICA INC 

For the Period 

·\Audit Summary Ref 

Determined Tax Due A1 

L.ess Credit Offsets: 
Use Tax Audit 
SBT Audit 
Other Tax Audits 

Prepayments 

Total Credit Offsets 

Tax After Credits 

Interest Due Iv. 

Penalty Dae M. 

Net Pavment Due 

Sales Tax Audit Summary 

Tot.al 

5i 6,562. 

0 
0 
0 

0 

0 

516,562 

194,955 
58,502 

.770,019 

Date; 8/;_ 111 
Account No:~ 

Schedule A 
Page Z of2 
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State lchlgan - Department ofTreasury 
Taxpay"r Name: TOMRA OF NORTH AME:RICA lNC 

For the Period 

10/01/2003 01/01/2004 01/01/2005 

I Determination of Ref 
12/31(2003 121S1/2004 · 12/31/2005 

Defldencv 6% 6% 6% 

Gross Sales B 1,804}58 9,755,631 8,381,831 
Total Deductions C '102,156 552,204 474,442 
Taxable Sales 1,702,602 9,203,427 7,907,389 

Taxable Balance 1,702,602 9,203,427 7,907,389 

Tax On Balance 102,156 552,206 474,443 

Tax !n Excess· Total w 0 0 0 

Detennined Tax 102;156 552,206 474,443 
Reported Tax X 91,902 479,904 426344 
Tax Due 10,254 72,302 48,099 

other Adjustments 
Net Tax Due 10,254 72,302 48,099 

License Fee 
Interest A2. 2,470 21,830 iS,337 
Penalty A2 1,025 7,230 4,810 

Total Amount Due 13,749. 101,362 72,246 

Explanation of Tax Deficiency 

Sales 
Sales Adjustments B 181,156 1,277,328 849,746 

Deduction Exceptrons C 0 0 0 

Tax In Gross AdJ C (10,254) (72,300) (48,097) 

Taxable Adjustments 170,902 1,205,028 801,549 · 

Tax · 10,254 72,302 48,099 
Errors &Adj 
Total 10,254 72,302 48,099 

Tax tn Excess-Unreported 0 0 D 
Other Adjustments 0 0 D 

NG!tTax Due 10,254 72,302 48,099 

Sales Tax Determination 

01/01/2006 
12/3i/2006 

6% 

15,669,064 
898 247 

14,970,617 

14,970,817 

898,249 

D 

B98,249 
443 880 

454,389 

454,369 

151,318 
45,437 

651,124 

8,027,i82 

0 
(454,366) 

7,572,616 

454,369 

454,369 

0 
D 

454,369 

· Date: Bt., ,11 
Ac,;;;ount No; 

Oi/01/2007 01/01/2008 
12(31(2007 121~1{2008 

6% 6% 

9,825,205 6,922,075 
556,143 391,8'\5 

9,269,062 .6,530,260 

9,2.69,062 6,530,260 

556,144 391,816 

0 D 

556,144 391,816 
598 313 418,109 

(42,169) (26,293) 

(42,169} (26,293) 

D 0 
0 0 

(42,169' (.1.G,293] 

lanatlori of Tax Defici~ 

' (744,995) 

0 

42,171 

(702,824} 

(42,169) 

(42,169) 

0 
0 

{42,169) 

(464,510i 

o· \ 
) { 

26,292; i 
;.: 

(436,218) 

(26,293) 

(26,293) 

a 
0 

(26,293) 

Schedule A1 
Page 1 of2 



Audit Report 
of Findings

147a

R
E

C
E

IV
E

D
 by M

SC
 6/12/2019 3:38:23 PM

State ·ohigan - Department ofTreasury 
Taxpa, .. 1'lame: TOM RA OF NORTH AMERICA !NC 

For the Period 

\ 
Determination of 

Deficiencv ... R,ef 

Gross Sales B 

Total Deductions G 

Taxable Sales 

Taxable Balance 

Tax On Balance 

Tax 111 Excess - Total w 

Detennined Tax 
Reported Tax X 

Tax Due 

Other Adjustments 
Net Tax Due 

License Fee 
Interest /,.1 

Penalty Al 

Total Amount Due 

Sales 
Bales Adjustments a 

Deduction Exoepti ons C 

Tax rn Gross Adj C 

Taxable Adjustrmmts 

T?X 
Errors &Adj 
Tota! 

Tax lfl Excess-Unreported 
Other Adjustments 

Net Tax Due 

Sales Tax Detennination 

Total 

6% 

52,558;564 
2 S75,007 

49,583,557 

4S,683,557 

. 2,975,014 

0 

2,975,014 
2,458,452 

5iG,5S2. 

0 
516,562 

0 
194,.955 

58,SDZ 

770,019 

S,125,S07 

0 

(5'l6,5S4) 

B,EiOS,353 

516,662 
0 

516,562 

0 
0 

516,562 

Date: 8/t;c ;\ 1 
Account No: 

Schedule Ai 
Page 2 of2 
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Slat• of/Jioliill•n -0.parlln""l of Treasury 
To,:payerNama: TOMRA OF NORTHAJI.ERICAINC 

lPe)Jartv & ln\ero~C,iJou)allof1 1t.'vlltf-l~nn111:1.> 
OueDa\& 12116/03 

TaxBofora Carr)'fOrv/;Jrd or Carryt,,,ok 10~ 
Less: Credit c,,nyrorward 0 
T a>I Bef0/8 Caovbac)( 10.254 

lot•rm D~Uy\{ot~ #of !Jays Tax fn~rest 
1:'.211Ml3 12131/03 0.01.19% 16 10,254 24 
01/01/114 te3®l D.01356';,, 182 255 

D7/01/04 OMlW4 0.01366% 34 "8 

WM/04 12131/04 0.01366% !60 10,254 210 
01/01/05 [)!i/>.1}'[JS 1101•28% 1Bj 265 

01/Dllll5 lll!,W\)S C:t,1~, 'bi ~ 

OB/07/0ci 1:it31/0S 0.01699% 147 ID,254 256 
Dl,'VVli& £1'l(3.!l00 l!.D-1973% fBI = 07.Al1/ffi 08/08/00 D.02245% 37 B5 

O&'OlKI& 12Il1JOB 0.il22A5% ~41 10.254 333 
01/01/07 CX5f3C,'07 0,02493% 18i 41>3 
D7/01/07 00/00l07 0.D2534% 'Sf 96 

a&07/07 12/3.1itI7 0.02534% 147 0 0 
01/01/03 OSW-\1)8 0.02514% 182 0 
07/01/0/< OM>5/08 0.02151% 37 0 
OB/06/0S 12/a1/08 0.02151~ 146 0 a 
01/01/09 00/30ICl9 0,016'14% 181 0 
07/01/W 1.2131XIS 0.01288% 18'1 0 

· Dr,0!/10 05131¥f0 O.OH64% 18f 0 
07/0!/10 1:it31/IO 0.01154% 18<1 0 
01101/11 1.',6131l/11 0.0!164% 181 D 

WMI"\'> oomm \).t:J'l\1\-1,"/o "~ \) 

Interest C.lculaled 'JM.i: 08/2()/11 2470 
T al'.' S(1b,'oot(c1 f\,rn,lty ro,,;;.1 
P~naltyRalo 10% 
Panilltv 1025 
,r=n l)oo l',o!o,oC,wi,, <:.,,rrf?,,,d< \'b,1~ 

_sssCfeditC.rryt,.iok i3,749c 
13•1•••~ alter Appl ic-at{nn of Credit . 
Ta>{ D 
Int,,rest a 
Penalty 0 
TD!al Amcunl.Due 0 

f"orl'.l\a per,:x/ 

t,\linlll'l\\o ~~lic,.I ~tt,\x:.6\'n:.-\21~'1105 
DaJrul04 06/05/05 

72.= 4S,099 
0 0 

72,302 4B.099 
Tax rntor..-t Tax lnl•resl 

72,?JJ2 1,.\81 
l,1!69 

1fJ;, 

72,302 1,806 ~B,099 1,201 
2,5!l2 i,n& 

601 400 

72;l02. 2._3BS 48,1)99 1#11 
3,263 i,170 

fr/6 451 

43,81!2 1,635 48,099 1,782 
2,009 i,201 

345 378 
17,589 5SS 48,099 1,528 

m 1,431 
417 1,14() 
37f i,013 
377 1,030 
371. l,013 
\I>\ m 

21830 19337 
72,$(12 48/Sf; 

10% 10% 
7W 4(!10 

illl,;\81 72..'llfi', 
~.713 0 

17..689 48,£199 
21,830 19,337 

7,7.30 4,sio 
46-iµ!l 12246 

lnloraslCalculanorr 

i)'ill)',/00~01:imioo 
OSIOOIOO 

454;369 
o· 

454.369 
. Tax tnf•r•~l 

~~.369 14,9,}S 
20.SCG 

4,260 

45-l,359 1e,925 
20,790 

3,5S7 
454,369 14,41S 

13,520 
10,768 
9,573 
9,731 
9;573 
'l,ID1 

15! 31B 
451,$9 

10% 
45437 

1'151;1?.~ 
a ~.-

151,318 
45,437 

651124 

tnlt>\)1)1 \\o1"';J.,\fil, 1'!\lM~\ 
OS/OOJ07 

[42,189) 
0 

M2.1E.9l 
Tax 

o 

0 

OM}5/0,II 

Jn1erest 

a 
0 
0 
0 
0 
a 
a 
0 
0 
II 

0 
-42, /69 

0% 
0 

-1,,_, "\\'a 
s>l:2,169 

D 
0 
0 
0 

SchedUleA2 
Pago 1of:'.1 

{26,29'3) 
0 

(26293) 

Tax 

0 
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S1ale of f,iit:liigan "DaparlnlentofT<•asUrf 
Ta:,paye, N•m~: TOMRA OF t«.lfUH AMERICA !NC 

f"ortlie f'etfod" 

IFenallvo, lno,rest talw!af>of) 
Dile Dale 

Tax Before Cruryforn>ard oreanyt,aok 
L=: Geed'~ O.rryfo,ward 
Tax Before Carrvhack 
Jtrferest Dall)' Rat• 1fof D.ys 

12116/03 12131/03 0.0141S% 16 
01/0IJ0,1 Cl&'30/0,I D.0136SiG 1132 
07/01/04 D8/03J~ O.Q13B6')(, 34 

Olll!W04 11/31/04 Q013W'A, 150 
01/0i/05 P6/30/0S 0.01428% 181 
D}.llli/05 ~'o5 ll.ll~fEB~ ":>1 

. aB/07105 121.l!/05 0.0\699% 147 
oWI/D5 1)1;10006 0.0/97.J% 1B1 
07/01/06 f)8lOO/OO O.OZ245% 37 

IJB/07/DS 1'Y.31JQ6 Q.022.45% 147 
01/01/07 D6/3l)/(I{ 0.02493% 181 
(J]J0!/07 OB/06/07 D.02634% 37 

DIJ/07/07 12131/07 0.02534% 147 
01/01/08 06/30/08 0.02514-% 182 
07/01.00 OB/05/08 0,02151% 37 
OIJ/06/08 11J31Jre 0'°2151% 148 
0!/01/09 D8/30/(J9 D.01&H% 181 
07/01.00 12/31.m · 0.01288% 184 
Of/lJ!/fO 00/30/10 o.OH64% Ta! 
07/01/10 11131/lO 0.01164% 184 
01/0f/11 06/30/11 0.01164% 181 
07MM ~1 ~.~1V.';b '5~ 

JnlerestCale<Jla1ed Thnr. OS/2Cl1l 
Ta>' Subject ro f'<lff<ll<)' 
Penalty Ra!• 
Pe;,altv 
~~'o,oti,aC,..i'I,.~ 
Le,;s Qea,lC,,n)'t,aok 
B.;,lance "fter Appllcatlnn <>f Credit 
T..:t 
fnlerest 
Penally 
Tobi Arnounl.Oua 

lnte<esl Ca!ou!atiao 

\oW~1/@ 

Jnftr~d 

·O 
0 
0 
D 
0 

D 
ll 

0 

-J:'6,.:SS 
0% 

0 

-'Tct.m 
-26,283 

D 

0 
0 
0 

Da!e; !!12-l/2011 
Acrounlflo: 
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State. ,chlgan ~· Department of Treasury 
Taxpayer Name: TOMRA OF NORTH AMERICA !NC 

10/0112003 
\Sales Tax Gross Raf 12/31/2003 
Sales Summary 6% 

Gross Sales 
1,623,602 

Addltlonal taxable sales•per audit 181,156 

Daterminad Gross Sales 1.804,758 

Conte~tad Gross Sales B;;: 0 

Net Detarm!ned Sales 1,804,758 

Reported Gross Sales ), 1,623,602 

Adjustment 181,156 

Sales Tax 

For the Period 

01/01/2004 01/01/2005 
12131/2004 12/31/2005 

6% 6% 

8.478,303 .7,532,085 
1,277,328 849,746 

9,755,631 8,381,831 

0 0 

9,755,631 8,381,631 

8,478,303 7,532,085 

1,277,328 84S,746 

Determfned 
Gross Sales 

01/01/2006 
12131/ZDOG 

6% 

7,841,882 
8,027,182 

15,869,064 

0 

15,869,064 

7,841,882 

B,027,182 

Oat~ 
Account No; --

01/01/2097 
12/31/201}7 

6% 

' 
10,570,200 · 

(744,995) 

9,825,205 

0-

9,825,205 

10,570,200 

[744,9S5) 

01/01/2008 
12/31/2008 

6% 

7,386,586 
(464,511) 

6,922,075 

0 

6,922,075 

7,386,586 

(464,510) 

Schedule B 
Page i of 2 
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State .,chigan - Department ofTreo:isury 
Taxpayer Name'. TOMRA OF NORTH AMERICA !NC 

Sales Tax 

. For-ti1e Period 

\Sales Tax Gross 
Sales Summary 

Ref 

Gross Sales 

Addltlonal taxable sales-per audit 

Oetei:mined Gross Sales 

Contested Gross Sales 

Net 01.'termlnecl Sales 

Reported Gross Sales 

Actiustment 

B2 

X 

Determined 
Gross Sales 

; 
Total r5:l 6% # 

43,432,658 
9,125,907 1 

0 
0 
0 
0 

i 0 ' 0 
0 
0 
0 

52,558,564 

0 

5,2,558,564 

43,432,B58 

9,125,907 

Dat~ 
. Account No;~ 

Schedule B 
Page 2 of2 

i .. 
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~pj)f L 1flxA-Bt.£ f(f.ctf_J-f'JS ____ .....:....--~ 

Income Tvo.a 
lntaJlatkm Income 
Servfr:a Income 

Paris income 
Sales. of Eaulo & Product 

Leased eouio 
freioht revenue 

· Canada 
Jolal Income 

tolal aross receints renor1ed on Annual returns 
Difference in aross taxable income 

8% Tax rate 
Tax Liabllitv 

1otals 
$60,116.85 

$S8,517,963.32 
$4S3,093.24 
$737,487.81 
$574,177.03 

taxable 

$4fl3,093.24 
$737,487.81 
$574,177.03 

$6,211.50 
. $392;000.00 

$100,781,049.7!3 $1,804,758.08 
. m.s23,so2_.oo) 

'i/Cc \$7&1 i1,56;~,.;1 

$10,8?9.36 

non taxable 
$60,116.85 

$98,517,963.32 

-$6,211.50 
$392,000.00 

$98,976,291.67 
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Revenue type 
lntal!ation income 
Servfce lncome 
Parts income 
sales ofequip & products 
Leased equipt 
Freight revent.ie 
Canada 

tDfa/ 
367,487.14 

10,159,320,64 
403,678.27 

7,174,614.57 
2,177,338.22 

30,069.96 
63,435.06 

taxable 

403,$78.27 
7,174,614.57 
2,177,338.22 

non- iaxab!e 
367,487.14 

10,159,320.64 

30,069.96 
63,435.06 

Total income 
20,375,943.86 9,755,631.06 1-0,620,312.80 

Reported taxable income on annual return 
difference in taxable income 

fax rate 
JiabiHlY 

0.06 
76,639.68 

fr(fr;c//j. 
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Income Type 
!n!al!ation lncome 
service Jncome 
Parts lncbme 
Safes of Equip & Product 
Leased equip 
Freight Revenue 
Canada 
Total Income 
Reported income on A!inUal Ret~rn 
Difference in reported income 

6% Tax rate 
Tax Liability 

lotal 
$140,914.35 

$5,142,274.19 
$194,147.96 

$6,653,489.08 
$1,534,194.16 

$30,329.55 
$0.00 

$13,695,349.29 

Taxable non-Taxable 
$140,914.35 
~ 

$194,147.96 
$6,653,489.06 
$1,534,194.16 

$30,329.55 
$0.00 

$8,381,BM.20 1#/#ii#illl/JN##. 
($7 532,085.00) 

'·\':·1::r $13®;-l ?tB-/ZO !! 

6.00% 
$50,984.77 
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Income Type 
ln[~l!~fion Income 
Service Income 
Parts Income 
Safes of equip & Prodyuct 
Leased Equip 
Freight Revune 
C:3:nada 
T oi:3-! Income 
Reported inCm:ne on Annual Return 
Difference in taxable income 

Tax LiaSIUTY 

6% 

Total 
$251,424.79 

$5,142,867.95 
$221,424.86 

$14,405,235.53 
$1,242,403.66 

$47,870.14 

ta6'.abl~ 

$221,424.86 
$14,405,235.53 
$1,242,4D3JIB 

$0.0D ~=~~=-
$21,311,226.93 $15,869,064.05 

($7,841,882.DD) 
;,:,,4a,02/Ja2;0E>'! 

6.00% 
$48(630.92 

non taxable 
$251,424.79 

$5,142,867.95 

$47,870.14 
$0.DD 

$5,442,162.88 
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I/ICDlllaTypa 
lnlaJ/;l.tiOf'l lnoorna 
SeMCll lrio:ima 
Parll"Jncooii!.; 
Sa!esnfEqufp & PtodlK.t 
Leaa'ldeqUip 
fielgl11111ven,-'r, 
Canada 

lola)irlcoma . E.d on.Annua! ielu/11$ Jolalgross /eM,pls:11<portl.<i lncoma 
DirrereTIW VI gro~s la.1:Bb. 
6~ Tex ra!P 
T.ixltabii,ty 

ID!els . 
· 5247.135.8) 

fS,1~,82!1.64 
S269,738-20 

$6,627,659.01 

s 

S\Y.!7,808.08 
$67,763.40 

so.oo 

faxabla 

S269,7~.20 
~.627,659,01 

$927,808.08 

r,onla>:ab!a 
li2.47,i35,83 

J,;5,153,829.54 
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$0.00 
$4,483,334.75 
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State of Michigan - Department of Treasury 
Taxpayer Name: TOMRA OF NORTH AMERICA INC 

Cite References 

Reference Number Cite 
SAL Gross Sales Adjustment, MCL 20551(i)(b)(c)(d)(e)(t) 

1---------1-· . 

Oat~ 
AccountNo; 1111111111111 

V 

'----------,~-~---.. --~---·----------- ---~---~- -~----;-, 

. ...,. 1------------~-------~--,-~~---~----------~·'--...,. 

!--------------~-----~-------~--~-·------·----+--=! 

'q7 

1----------l-------~-----·-·-·--·-·~-,-----------..,. 
..,. 

!---------+---·-------------------~-·---------~-,..;._,....... 
'I" 1------------1--~---~-------------------------1----< 

' "' 1----------1--~~~~-~~~~---~-~~.~~~~~~-~--...,_..~~~-:--
y 

1----------------------------------~~----l--=l 

Sales Tax 

...,. 

ScheduJeZ 
Page 1 of 1 
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STATE OF MICHIGAN 

IN THE COURT OF CLAIMS 

TOMRA OF NORTH AMERICA, 
) 
) 
) 
) 
) 

Plaintiff, 

-vs-

DEPARTMENT OF TREASURY , 
STATE OF MI CHIGAN, 

) File Nos. 
)14 - 91 - MT 
)14 - 185-MT 
)JUDGE TALBOT 
) 

Defendant. ) 

D E P O S I T I O N 

of CHU CK RIEGLE , a witness called by Defendant, 

taken before Me l inda S . Nardone, Certified Shorthand 

Reporter and Notary Public , at 222 North Washington 

Square, Lansing, Michigan , on Wednesday , January 14, 

2015 , noticed for the hour of 10:00 a . m. 

HECKAMAN & NARDONE, INC . 
Certified Shorthand Reporters 

P . O. Box 27603 
Lansing , Michigan 48909 

(517) 349-0847 
Fax: (517) 244-0805 

msnardone5@gmai l. com 

Page 1 
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1 APPEARANCES: 

2 HONIGMAN, MILLER, SCHWARTZ and COHN , LLP 
222 North Washington Square , Suite 400 

3 Lansing , Michigan 48933 
By 

4 JUNE SUMMERS HAAS, J.D. 

5 On behalf of Plaintiff. 

6 MICHIGAN DEPARTMENT OF ATTORNEY GENERAL 
PEET Division 

7 P.O. Box 30736 
Lansing, Michigan 48909 

8 By 
SCOTT L . DAMICH , J.D. 

9 

On behalf of Defendant. 
10 

11 EXAMINATION INDEX 

12 ATTORNEY'S NAME EXAMINATION 

13 BY MR. DAMICH: 

14 BY MS. HAAS: 

15 

3 

47 

RE-EXAMINATION 

47 

16 

17 

18 

19 EXHIBIT 

* * * 

INDEX OF EXHIBITS 

20 No exhibits marked. 

21 

22 

23 

24 

25 

* * * 

MARKED 

Page 2 
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1 Lansing , Michigan 

2 Wednesday, January 14, 2015 

3 10:00 a.m. 

4 RECORD 

5 CHUCK RIEGLE , 

6 having been first duly sworn, testified as follows: 

7 EXAMINATION 

B BY MR . DAMICH: 

9 Q. Can you please state your name for t he record, 

10 sir? 

11 A. It's Charles William Riegle, Junior . 

12 Q. Could you spell your last name? 

13 A. R-i-e- g-1-e. 

14 Q. The transcript should reflect that this is the 

15 discovery deposition of Charles Riegl e taken pursuant to 

16 a notice and can be used for a ny and a l l reasons under 

17 the Michigan Court Rules and Michigan Rules of Evidence. 

18 Mr . Riegle , my name is Scott Dami ch, I am an 

19 assistant attorney a n d I represent the State of 

20 Michigan . The specific entity or agency that I 

21 represent is the Michigan Department of Treasury. And 

22 the r eason I asked you to come here today is that you 

23 were l isted as a witness in a case where my client , 

24 Michigan Department of Treasury , was sued and you 're 

25 identified as someone who might have some knowledge 

Page 3 
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1 about the factual issues in the case so I asked you here 

2 for a deposition . Have you ever had your deposition 

3 taken before? 

4 A . No . 

s Q. Yo u have not. Okay , so I ' m just going to go over 

6 a couple ground rules . First of all , the deposition is 

7 simply going to be a conversa tion between me and you. 

8 Of course it ' s going to be driven by questions from me 

9 to you, but the way I look at it is simply a 

10 conversation . 

11 Now, during this conversation I might ask 

12 you some questions that you don ' t understand , and if you 

13 don ' t understand don ' t guess that that's what I meant , 

14 say, Scott , I don ' t understand. Also , for purposes of 

15 the cou r t repor ter we need to do verbal responses . So 

16 if I ask you a yes or no question , we can ' t do a nod of 

17 the head yes or no or even an uh - huh , huh- uh, we need to 

18 go ahead and verbalize yes or no. 

19 Also , there's going to be times where I 

20 might ask you questions that your representative here , 

21 Ms . June Haas , will object to it , be it for relevancy, 

22 be it for privileges . If it's fo r relevancy objection, 

23 I ask that you still a nswer the request . But if it ' s 

24 for a specific privilege , Michigan Court Rules do not 

25 require you t o answer and I will not push the issue on 

Page 4 
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1 that. 

2 Al so, like any other conversation, if you 

3 need to stop and go to the bathroom, please do so. 

4 We're not going to try to do -- try to go through a 

5 marathon here and see how long you can hold it and all 

6 that kind of stuff. If you need to go to the bathroom 

7 let me know . The only caveat to that is if I do ask you 

8 a question and that question is still on the table and 

9 not answered yet just please answer the question. 

10 Other than that do you understand a l l the 

11 rules , any questions asked, you answer them, and all 

12 that f u n stuff. Do you have any questions to me about 

13 this process. 

14 A . No , I understand. 

15 Q. Perfect . So like you said before , you were never 

16 deposed before , correct? 

17 A. Correct . 

18 Q. Who is your current employer? 

19 A. Tomra North America . 

20 Q. Okay . And how long have you worked for Tomra? 

21 A. Almost 15 years. 

22 Q. Almost 15 years. Before you worked for Tomra of 

23 North America did you work for anyon e before that? 

24 A. Yup. 

25 Q. Who is t hat? 

Page 5 
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Page 6 

1 A. City of Norwa l k , Connecticu t . 

2 Q. What did you do f o r the Ci t y of Norwalk? 

3 A. I worked there for about ten years as the c i ty's 

4 recycl ing a nd solid waste manager . 

5 Q. Okay. And before that , before that job, did 

6 you - -

7 A . I wa s i n c ollege . 

8 Q. You were i n col lege? 

9 A. Yeah . 

10 Q. Where did you go to college? 

11 A. Vanderbil t Univers ity. 

12 Q. Very n i ce . Did you receive a degree from 

13 Vanderbilt? 

14 A. Yes. 

15 Q. What was your degree in? 

16 A . Bachelor of Arts. I ma j ored in history and 

1 7 psychology. 

18 Q. Very nice. Did yo u go on to any fu r ther 

19 educat i on? 

20 A. Yes . 

21 Q. What did you do? 

22 A . I have a master's in science degree from Southern 

23 Connecti cut State University in environmental science. 

24 Q. Okay . 

25 A . Environmental studies. 
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1 Q. Fair enough. And any further edu cation from 

2 that? 

3 A . No. 

4 Q. Okay. Do you have any certifications of any 

5 sort? 

6 A. Nothing recent . 

7 Q. We ' re going to go back to your current employer, 

8 Tomra of North America . Is there -- is Tomra owned by 

9 any other entity? 

10 A. Well , Tomra North America is a wholly owned 

11 subsidiary of Tomra Systems ASA . 

12 Q. Okay . And Tomra Systems ASA, where are t hey 

13 locat ed? 

14 A . That's headquartered i n Asker, A-s- k- e-r , Norway . 

15 Q. Did you ever get to go t here? 

16 A. Yes . 

17 Q. Nice? 

18 A . Yeah , beautiful country. 

19 Q. Now , does Tamra of North America have any brother 

20 or sis t er entities? 

21 MS. HAAS: Could I ask you to define ·what 

22 you mean by brother or sister entities, understanding 

23 that Mr. Riegle is not an attorney and may not be 

24 familiar with those terms? 

25 MR. DAMICH : Certainly. 
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1 BY MR . DAMICH: 

2 Q. So you previously had sa id that Tamra, the Tamra 

3 located out of the country, owns Tamra of North America . 

4 Does the Tamra located out of the country also own any 

5 other entities? 

6 A . Tomra North America we have partnerships, yes. 

7 Do you want me to list them? 

8 Q. Are there a lot of them? 

9 

10 

A . 

Q. 

There are -- I don't know the exact number. 

Is it more than five? 

11 A. I'd say it ' s about five. 

12 Q. So I don 't want you to list them off right now, 

13 we might get into that a little later into my 

1 4 q uestioning . Okay , Tamra of North America, where are 

15 t hey located? 

16 A. Headquartered in Shelton, Connecticut. 

17 Q. And what is your posit i on with Tamra of North 

18 America? 

19 A. I'm the senior vice- president for government 

20 affairs . 

21 Q. And do you supervise anybody? 

22 A. Not in the employment of Tomra North America. I 

2 3 have -- most of my people that work for me are 

24 contractors. 

25 Q. Who do you report t o? 
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1 

2 

A. 

Q. 

The p r esi dent/CEO Har a l d He nriksen . 

What are your job dut ies? 

3 A. I ' m responsible for the i mplementation of the 

4 government affai rs and state hol de r rel ations strategy 

5 for Tomr a North America in all states and Canadian 

6 prov inces and Mex ico that concern our business . 

7 

8 

Q. 

A. 

Now, Tamra North America , what do they do? 

So - - all right. We're a -- I'll say, I don' t 

9 know, we wor k in the bottle or used beverage 

10 cont ainer recy c l ing space . Predominantly we p r ovide 

11 technol ogies and services t hat f a c i l itate t he r e cycling 

12 o f used beverage container s . Our core customer groups 

13 are the beverage retailers and the beverage wholesaler s , 

14 distributors in vari ous markets . 

15 Q. Do you have any customers in the State of 

16 Mich igan? 

17 A. Yes. 

18 Q. What type of customers do you have in the State 

19 of Mi chigan? 

20 A . Those that I mentioned, beverage retailer s and 

21 beverage wholesaler s and distributors . 

22 

23 

Q. 

A. 

Does Tamra manufactur e any product? 

Yes. Tomra manufactures the container recycling 

24 machines technology , we invented that technology over 40 

25 years ago and have producti on faciliti es in Europe . 
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1 Q. Now , does Tomr a of North America make these 

2 products or is it another entity that makes these 

3 products? 

4 A . I t's Tomra Systems ASA. 

5 Q. So just to clarify, it ' s not actua l ly Tamra of 

6 North America t hat makes what yo u have label ed as 

7 contai ner recycling machines? 

B A . Cor rect . 

9 Q. Just for clarificati on purposes, container 

1 0 recycling mach ines , is it also proper t o call t hem 

11 reverse vendi ng machines? 

1 2 A. Yes. 

1 3 Q. Now , what does Tomra of North America do for 

1 4 distribut i on who l esale -- fo r beverage wholesaler s and 

1 5 distribution companies? 

1 6 A. So in Michigan Tamra has a couple services . 

17 First of all , with regards to the machines, recycling 

18 machines at the beverage retailers, we coordinate the, 

19 I'll say, the r egistration of their universal product 

20 codes. So in easier terms we make sure that their 

21 brands are accepted or programmed into the machines and 

22 accepted for the purposes of recycling, accounting, et 

23 cetera, and there's a billing function that's provided. 

24 Tomra also has a joint venture with Schupan 

25 Recycling and a company called UBCR , Used Beverage 
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1 Container Recycling . And those services i n clude 

2 the -- or those services are contracted specifically 

3 with the Michigan Soft Drink Association and the 

4 Michigan Beer and Wi ne Wholesalers Associ ation to 

5 provide pick up and billing services for those parties . 

6 Q. Now , you had tal ked about billing servi ces for 

7 your beverage retailers. 

B A. Yup. 

9 Q. First of all , could yo u identify a common 

10 beverage retailer? 

11 A . Sure. Meijer, Kroger . 

12 Q. So supermarkets? 

13 A. Yes . 

14 Q. Now , you had sai d that you provide a t ype of 

15 b i lling service for t h em ; is that correct? 

16 A . Well , we're providi ng a -- the accounting. So as 

17 each beverage container is redeemed we're accounting for 

18 its transaction at both the point of redemption, the 

19 retailer. And at that point we have to assign certain 

20 fees and costs that are outlined in the -- or framed in 

21 the law so that each party is making its appropriate 

22 payment and each party receives its appropriate payment . 

23 Q. They would receive the appropriate payment from 

24 whom? 

25 A . So the way the process works is the -- as a 
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1 contai ner i s a c cepted by the machine t he r etailer - - I 'm 

2 sorry, the consumer is owed the deposit, in this case in 

3 Michigan it's ten cents. The retailer is going t o pay 

4 that t ransacti on at t hat -- at that property but the 

5 retailer is now owed that deposit value . And we need to 

6 keep track of how much they are o wed as well as who 

7 specifically from . So we need -- the machines are 

8 rec ognizing each container by brand and those brands are 

9 assigned to a distributor, wholesaler. That dime -- and 

10 then when I r efer to bil ling is the ret ailer has an 

1 1 understanding of how much t hey are owed t hrough reports 

12 and the b o ttler distribut or or deposit initiator is 

13 given billing documentation e xplaining how much they owe 

1 4 to the ret ai l e r. 

15 Q. 

16 law? 

17 

18 

A . 

Q. 

Okay. Are you familiar with Michigan' s bottl e 

Yes . 

Do you know whe t her or no t a supermarket that 

19 collected a deposit from a cons umer , are they requi red 

20 t o refund that deposit t o a consumer i f the consumer 

21 brings t he c an back? 

22 A. Yes. 

23 Q. Now , wou ld the retailer -- the supermarket in 

24 this example , would t hey be able to do so without the 

25 use of Tomra? 
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1 A . Yeah. The old system which -- I should say the 

2 original system based on -- let's step back. Refundable 

3 

4 

5 

6 

7 

8 

9 

10 

11 

1 2 

containers have been in t he marketplace for 1 00 years. 

And retailers have a history of -- before the technology 

was invented of manually accepting these containers and 

then having to do the presorting at that point. The 

technology allows -- allowed for the - - was an 

innovation in that process allowing both the 

retailer -- allowing the process to be hands free or 

more direct at fir,st by the consumer and taking care of 

that account ing as well as initiating the recycling 

process. 

13 Q. So Tomra has replaced t he manual labor involved 

14 with deposit returns? 

15 A . Yup. 

16 Q. I 'm going to walk through -- I think what I ' d 

17 like to do is do individua l cans, glass bottles, and 

18 plastic bottles , okay. And we're going to pretend that 

19 I ' m the consumer, okay, I wen t -- for exampl e, I go to 

20 Meijer's last nigh t and I buy a six pack of Pepsi. When 

21 I take that Pepsi to the register at Meijer what happens 

22 for deposit purposes? 

23 MS. HAAS: Okay , I'm just going to as k for 

2 4 clarification here because thi s lawsui t deal s with 2003 

25 to 2008 . I assume you 're asking for , you know , t he time 
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1 peri ods at issue, correct? 

2 

3 

MR. DAMICH : Certainl y. 

MS . HAAS: So that it 1 s relevant. 

4 BY MR. DAMICH : 

5 Q. Certain ly , yes , I 1 m asking for t h e time periods 

6 at issue and a l so jus t the general process of the bottle 

7 deposit, bottle return situation. 

8 A. Okay . 

9 Q. So back to the proposed hypothet i ca l . I buy - - I 

10 take a six pack of Pepsi to the register at Meijer. 

11 What happens? 

12 A. So you'll pay the purchase price plus the depos i t 

13 value. 

14 Q. Okay. At that point who does the deposit go to? 

15 A . The retailer had alr eady paid a deposit , been 

16 charged a deposi t by the deposi t i nitiator or the 

17 beverage wholesaler d i stributor, so the r etailer is now 

18 made whole . 

19 Q. Okay . So the retai l er pays a bu l k deposit to the 

20 person , to the actual wholes aler who buys bulk Pepsi? 

21 A. 

22 Q. 

23 can? 

24 A. 

25 Q. 

Right. Every time it ' s delivered , y up. 

Okay. At that point do I now own t hat individual 

You as an individual? 

Yes. 
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1 MS. HAAS: I'm goi ng to obj ect only to the 

2 extent that it calls for a legal concl usion because 

3 Mr. Riegle is not an at t orney. If you 'd like to ask 

4 his common understanding he can give that to you. 

5 MR. DAMICH: Certainly. 

6 THE WITNESS: I ' d say you possess it. 

7 BY MR. DAMICH: 

8 Q. Does Tomra own the can? 

9 A. No . 

10 Q. Does Meijer own the can? 

11 A . No . 

12 Q. Does the wholesaler own the can? 

13 A. No . 

14 Q. So now I take the can home with me. The can's 

15 home with me and I manage to drink six Pepsis in one 

16 n i ght. 

17 A . All right . 

18 Q. I wake up the next morning and I want to take 

19 that back to Meijer. How do I go about getting my 

20 deposit back? 

21 A. At the Meijer stores you'd have the option of 

22 using the reverse vending machines or the container 

23 recycling machines that are located in their bottle 

24 rooms . They have designated bottle rooms for this 

25 purpose. 

for 
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1 Q. Oka y . 

2 A. And you'd simply identify -- well, wi th the cans 

3 that you've got you'd go to the machines that are mar ked 

4 for can or there may be a combination machine of can and 

5 plastic bottle machine . And you'd i nsert the container 

6 into the machine and after the process is performed 

7 you'll receive a receipt. 

8 Q. Okay . You sai d a can and bott l e combined 

9 machine -- I ' m sorry , a can and plast i c bottle combined 

10 machine . Is t h ere a separat e machine for glass bottl es? 

11 A . It depends on the customer and i t depends on the 

12 set up . We have in our portfoli o we have machines 

13 that are capable of handling one, two, o r three mat erial 

14 types . 

15 Q. For t h e period between 2003 and 2008 , i s that 

16 also true, that yo u had techn ology 

17 A. Yes, that technology existed. 

18 Q . So t here were separate machines? 

19 A. It ' s a design - - it depends on the design and 

20 volume . So, for example, if a store has enough -- our 

21 salespeople when they lay out the designs in the bottle 

22 room with the retailers they consider certain things 

23 such as the container types that are sold and, 

24 thereforer we expect to be redeemed, the volumes, 

25 historical volumes, and, therefore, you know, latest 
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1 technology, et cetera , so what makes f o r a convenient 

2 r edemption process for t he consumer. 

3 Q. Okay . So for Michigan customers , and by Michigan 

4 c u s tomers I ' m ta l king abou t the supermarkets , for the 

5 period 2003 to 2008 there were multiple versions of 

6 products you could have sold to Michigan customers, 

7 right? 

8 A . Yup. 

9 Q. Oka y . Now, back to my six pack of Pepsi. 

10 A. Pepsi? 

11 Q. Okay, yes. So I take -- I as an individual take 

12 the can , right? 

13 A. Yup. 

14 Q. And put it into the machine . At t h e moment tha t 

15 the can is in my han d would you con sider that a raw 

16 material? 

17 A . We tal ked - - we refer to them as used beverage 

18 containers. I don't know. We don't we don't 

19 typically use that term calling it a raw material. 

20 Q. Okay. At the moment that i t ' s in my hand as a 

21 consumer a nd the can in it s current shape , assuming it ' s 

22 not crushed. 

23 A. Right. 

24 Q. Cou ld that can in its current form become a 

25 component part in another product that Tomra woul d sell? 
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1 A. Oh, it would be -- yeah, absolutely, it would 

2 become a -- it has the opportunity to become a c omponent 

3 part for a new product. 

4 Q. So how would a can become -- how would a can be a 

5 component part of a new product? I'm not ta l k i ng about 

6 a can that 's been processed , I'm talking about a can in 

7 its current s ha pe. 

8 A. Right. So it has to go through a recycling 

9 process to become available or usable by a manufacturer 

10 of a new product, a new beverage container. 

11 Q. And the can when it ' s in my hand as a consumer 

12 before I put i t in the machine, does Tamra own that can? 

13 A. No . 

14 Q. Do I own that can ? 

15 MS . HAAS: Again , I'm just going to object 

16 t o the extent that you ' re asking for questions about 

17 legal title, as Mr. Riegle is not an attorney and is not 

18 in charge of interpreting the law. General 

19 understanding . 

20 THE WITNESS: There's nothing that states 

21 that you own it or don ' t own it. You have control over 

22 it . 

23 BY MR. DAMICH: 

24 Q. What about the wholesalers? 

25 A. No. 
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1 Q. Okay. I put the can into the machine , what 

2 happens? 

3 A. So you put the can i n the machine wi th the intent 

4 of redeeming it and recycling it. And it's -- the 

5 machine's going to first look for an identification mark 

6 on the can, and that identification mark is going to 

7 provide us information that will allow us to do multiple 

8 functions . One of them is to identify whether it's an 

9 acceptable or non-acceptable container under the 

10 Michigan deposit law . 

11 Q. Okay . If it ' s not an acceptable container what 

12 happens? 

13 A. Then it would be rejected or basically reconveyed 

14 out to you. 

15 Q. So Tamra would never take possession of it - - or 

16 the machine would never accept it and take it to the 

17 back side of it? 

18 A. Right . 

19 Q. It would come back into my possessi on? 

20 A . Right, basically handed back to you. And it 

2 1 could be handed back to you for other reasons such as 

22 the inability to read the marking. I'd mentioned before 

23 that if the marking is not preprogramed into the machine 

24 or the container itself has been destroyed and, again, 

25 we can't recognize the mark or another subtle part of 
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1 not recognizing the mark is that it's another material 

2 type, meaning you -- for example, you've put a glass or 

3 plastic contai ner into a can machine and because of 

4 material quali t y controls the machines provide for the 

5 purpose of recycling that's an essential function. 

6 Q . Now, you said material quality control for 

7 recycling purposes . Is it a l so true that it 's material 

8 control to make sure that the bottle, in fact , can be 

9 refunded upon? 

10 A . Right , so that's -- that's sort of the other part 

11 there . So as we recognize the container to see whether 

12 it's covered by the law and has been -- we've been 

13 granted authorization by the deposit initiators for it 

14 to be included in through the machines, that's what it's 

15 doing is determining, in simple terms, whether it I s an 

16 acceptable container for refund . 

17 Q. So it helps modern facilitate its bottle deposit 

18 return obl igations? 

19 A . Yes. 

20 Q. Oka y. Assuming that the c an is accepted, what 

21 happens next? 

22 A . So now the can is accepted and information is 

23 collected from because we've recognized, again, the 

24 UPC we're able to assign that container , its deposit 

25 value, to a deposit initiator. 
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1 

2 

Q. 

A. 

Now, a deposit i nitiator , what is that? 

Okay. A deposit initiator is another term. It's 

3 probably a more specific term referring to the beverage 

4 wholesalers, distributors, bottlers that have sold a 

5 product, container, a beverage that's mandated by the 

6 law. We call them deposit initiators just because in 

7 some cases they may be -- the product may be warehoused 

8 and may come in from outside the state. 

9 Q. So would Coca- Cola be considered a deposit 

1 0 initiator? 

11 A. Yes. 

12 Q. An d Pepsi? 

1 3 A. And Pepsi is a deposit initiator. 

1 4 Q. And all of t he energy drinks now? 

15 A. Exactly. 

16 Q. Beer companies? 

17 A. You've got private label as well so if -- Meijer 

18 has its own cola. 

19 Q. Okay. 

20 A. For example, then they would be a deposit 

21 initiator as well even though they are selling their own 

22 product. So it helps define it . So for the purposes of 

23 that billing function we now can assign it. The UPC --

24 the information that's already also preprogrammed when 

25 we program the UPC is information relevant to the 
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1 recycling of the container. 

2 Q. How? 

3 A . Well, we now register the -- we've a l so put i n 

4 information that says, for e x ample, it's a twelve ounce 

5 aluminum can . We understand how much an aluminum can 

6 weighs on average, so we're able to track commodity 

7 weight and value going through the system. And because 

8 we've identified that it's an aluminum can in a can 

9 machine we're able to now start the recycling process. 

10 So we 're - - we compact the container, destroy it -- or 

11 compact it for the purposes of consolidation. 

12 Q. Consolidation for what? 

13 A . Well, consolidati on to save storage space, 

14 consolidation to reduce trucking costs, consolidation 

15 for the purposes of material controls as it feeds into 

16 the next steps. 

17 Q. So is the consol idation, is that the same thing 

18 as converting the cans now? 

19 MS. HAAS : I ' m j ust going to object to t he 

20 exten t that you're aski ng him by using the word 

21 converting to opine on whether or not it constitutes 

22 industrial processing . That ' s , of course, the legal 

23 issue in this case and he i s not going to opine 

24 necessarily on the l egal issues and so you can still 

25 answer. 
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1 THE WITNESS: I think too you ' ve got -- I ' m 

2 sorry , you asked the questio n about converting. 

3 It ' s -- we ' re changing the -- compaction is a part of 

4 most recycling processes , it just -- it ' s part of the 

5 ability to more easily transport materi al from one point 

6 t o the other. But i t ' s not - - well, I don ' t know what 

7 you mean exactly by conversion so . . .. 

8 BY MR. DAMICH : 

9 Q. Certainly. Now , at the point that it's compacted 

10 could I go back behind the scenes , wherever it's 

11 compacted , and pull apart the individual cans still? 

12 A . Yeah, they are - - in the Meijer, for example , 

13 we're consolidating, I use the word consolidate, we're 

14 storing the containers, the compacted beverage 

15 containers , in what we call a Michigan Gaylord, which is 

16 a large -- in this case a corrugated plastic bin that 

17 can store 15,000 containers , compacted containers . Yes, 

18 if you went behind the machines you could grab one as a 

19 s i ngle item. 

20 Q. So you ' d still be able to i dentify it as a can, 

21 correct , as an aluminum can? 

22 A. Sure . 

23 Q. Now, after the -- now, imagine one of these bins 

24 that you ' ve said you didn ' t know the exact amount , bu t 

25 you said that you could fil l it up with can s , what do 
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1 you do ; what happens next wi t h t hese cans? 

2 A . So the cans are -- and like I said , they process 

3 through the machines and, like I said, we have some 

4 machines that they could be aluminum and some that could 

5 be PET, and so once the machine has identified what 

6 material type it is and it goes through the appropriate 

7 compactor and then sorted into those bins, the -- once 

8 the bins are full, the Gaylords are moved i n to storage 

9 a n d then picked up by e i the r UBCR or the bever age 

10 wholesalers . 

11 Q. Now , when they are in storage , is t hat Meijer ' s 

12 storage? 

1 3 A. Yes . 

14 Q. When UBCR or the other beverage wholesaler comes 

15 to Meijer ' s , do they pay Meijer f o r t hose Gaylor d bins 

16 o f cans? 

17 A. No, not in that sense . They pay them -- well, 

18 let me think about that. They are not paying them for 

19 those cans. The information that's included that we 

20 collected at the -- at that i nitial phase we talked 

21 about, the information about one twelve ounce Pepsi can, 

22 that information goes to billing and then that is dealt 

23 with off site . 

24 Q. So t h ey make them whole for t he deposit stuff? 

25 A . Right . 
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1 Q. So t hey don ' t buy t h em as a corrunodity? 

2 A. Correct. 

3 Q. Does anybody -- does Meijer offer for sal e these 

4 Gayl ord bins to another third part y for the sale of a 

5 conunodity? 

6 A. Not in Michigan. And the Michigan law requires 

7 the deposit i nitiator to remove the containers off 

8 s i ght. 

9 Q. So now the containers are -- does Tamra ever p i ck 

10 up these cont aine r s? 

11 A . Well, through our joint venture so Tomra has the 

12 joint venture with Schupan Recycl i ng in the form of 

13 UBCR , LLC . 

14 Q. Now , where do these cans go now? 

15 A. So in Michigan there are two primary options . 

16 One is Wixom, Michigan, UBCR has a facility -- UBCR and 

17 Schupan Recycling have a facility there. Tomra is also 

18 located there and there 's a facility in Grand Rapids. 

19 Q . The facility in Gran d Rapids , whose f a ci l ity is 

20 that? 

21 A. I want to say I think both properties are 

22 actually owned by Schupan, but the UBCR operations are 

23 performed there . 

24 Q. Are there any locations within Michigan tha t are 

25 whol l y owned by Tamra? 
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1 A. No. 

2 Q. What happens at these locations? 

3 A. I have to I want to make a point. 

4 Q. Uh-huh. 

5 A . What is the time period we're referring to? 

6 MS . HAAS: 2003 through 2 008. 

7 THE WITNESS: So to be -- on your last 

8 question . 

9 BY MR. DAMICH: 

10 Q. Sure. 

11 A. We owned a facility in Howell, Michigan, and it 

12 might have been during that time period . 

13 Q. Okay. Now, let ' s focus on that facility in 

14 Howell, Mi chigan. 

15 A. The same operations happened in Howell, and then 

16 simply we moved out, Schupan bought their own building, 

17 we moved the operations there. 

18 Q. So the joint ven t u re came into play after --

19 A. The joint venture actually has been in play since 

20 the mid 1 90s. 

21 Q. Oh , okay. Now what happens a t these facilities? 

22 A . So the one example we're going to talk about here 

23 with Meijer, Meijer qualifies for third party pick up, 

24 that's probably what I'm describing. There are some 

25 other activities or ways of doing this but I'll describe 
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1 the third party e xample that we've got with Meijer . 

2 Q. Sure . 

3 A . Tractor- trailers are loaded up at the grocer with 

4 the Michigan Gaylords, all the material types sorted 

5 into each of the Gaylords . Tractor-trailers deliver the 

6 Gaylords to one of those two facilities . Gaylords 

7 are -- had been, prior to loading the truck, been marked 

8 with a bar code to -- for tracking purposes . So when 

9 the tractor-trailer arrives at the UBCR facility that 

10 tracking code is read on each Gaylord so we can identify 

11 where the containers are corning from. So, again, for 

12 the purposes of billing, we're able to have another 

13 measurement of validation of the containers that were 

14 collected. 

15 Q. Now , is this billing for deposit return purposes? 

16 A. Deposit return purposes, fraud c ontrols, 

17 accounting, basically like that. 

18 Q. It sounds like the Sienfi eld situation where i f 

19 you're familiar with that episode of Sienfield? 

20 A. I am , but n o t that so much. 

21 Q. Not that , okay. 

22 A. Those fraud controls are actually performed by 

23 the machine at the retailer. 

24 Q. Okay . Now while these Gaylord bins are in 

25 transit can I sti ll separate the cans out as indi vidual 
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1 cans? 

2 A. Yes . 

3 Q. All right. So i f you can contin ue . 

4 A . So upon -- I explained what happened upon a rrival 

5 at the UBCR fac i lity. The Gaylords are t hen tipped or 

6 dumped, the conte nts a r e dumped and put o n to a c onveyor 

7 bel t and t ransferr ed into a - - i n the case of cans, 

8 transferred into a baler . 

9 

10 

Q. 

A. 

What is a baler? 

So a baler is going to do the same - - t he baler 

11 is going to compact mat erial . So you could use a 

12 baler -- it's a large compression chamber that is able 

13 to take loose materi al and consolidate i t fur t her f or 

14 the purposes of another step of transportation . 

15 Q. Okay . Now , after i t' s compacted further, do the 

16 can s -- does i t form l i ke a cube o f can s in a sense? 

17 A . Yes. 

18 Q. And does that cube of cans sit in storage 

19 anywhere? 

20 A . It will sit in the warehouse or faci l ity until 

21 enough of the bales -- we call them bales, are avail able 

22 to load up another tract or- trailer . 

23 Q. At that point t h ird part ies come in and buy a 

24 bale of a l uminum cans? 

25 A . Not a bale. The way the activity -- not a single 
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1 bale. Our operations, let's say Schupan Recycling's 

2 operations have contracts with beneficiaters or the end 

3 users directly for the purpose of using that material in 

4 their remanufacturing process. So in the -- with the 

5 example of aluminum cans and t hese contracts, it should 

6 be known, are typically -- well, could be spot or they 

7 could be long- term agreements, annual agreements. So 

8 you've got a major aluminum manufacturer like Novelis or 

9 Alcoa and they will buy the bales f or the conversion 

10 into their rolled sheet or other ingot production? 

11 Q. Do t hey buy these ba l es from Ta mra? 

12 A. In Michigan they are buying them from in 

13 Michigan in this example they are buying them from 

14 Schupan Recycling. And Schupan Recycling is acting as 

15 the marketing agent for the deposit initiators. 

16 Q. Okay . 

17 A . So that's clear? 

18 Q. Yeah. 

19 A . Okay. 

20 Q. So correct me if I ' m wrong on this , but it sounds 

21 like what Tomr a does for its Michigan c u stomers is not 

22 onl y facilitates, they refund the b ottle deposits to 

23 consumers like me, but it a lso facilitates the 

24 transpor tation of cans to people like Schupan, right? 

25 MS. HAAS: Well , I ' m going t o object because 
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1 I believe that misstates his testimony because I think 

2 you're confus ing Tomra with a joint venture and I 

3 believe they are different entities , but, Mr. Riegle , 

4 you can clarify. 

5 THE WITNESS: Right. June makes a good 

6 point about the transportation. The reverse or the 

7 container recycling machine is -- the beauty of it or 

8 the purpose of it is that, and the reason we ' ve been 

9 able to place it in the marketplace , is that it actually 

10 has value to the beverage retailers and t he deposit 

11 initiators . 

1 2 So I want to make a note here. Remember 

13 this is a -- we have to get authorization from the 

14 deposit initiators to put their products - - to register 

15 th~ir products into the machines. So for us to be able 

16 to do that before you show up with your container we 

17 actually have to get their permission. 

18 So they ' ve got to see a value in 

19 participating in this versus another method of 

20 redemption. The value that they receive from it, and, 

21 therefore, I think to answer your question more 

22 specifically about what Tomra provides through this 

23 technology is there's the redemption function but it ' s 

24 initiating the recycling process. To go through quality 

25 control , material separation and compaction for those 
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1 materials on- site reduces costs and ensures 100 percent 

2 recycla bility through the process . 

3 Q. Now , you said that - - you talked about 

4 inspection . And you previously testified that it 

5 inspects UPC codes to see if there ' s , in fact , a can 

6 that can ' t be returned. 

7 A. Right . 

8 Q. Now, imagine that I bring a can that is the same 

9 material but does not have a UPC code , it has the same 

10 materia l as a can does , is it true that Tomra won ' t 

11 accept that can because it doesn ' t have a UPC code 

12 despite the fact that it ' s t h e same material? 

13 A. By law the retailers are not allowed to redeem 

14 containers that are not mandated by the law. 

1 5 Q. So Tomra ' s machine would rej ect it, r ight? 

16 A. And what I mean by containers I sort of mean 

17 little C, it's the brand, so it's not that we really 

18 have a choice, first, of identifying it by material 

19 type - - or, sorry, as to whether or not it's a deposit 

20 container, it has to be a carbonated soft drink or a 

21 beer or malt beverage. 

22 Q. So kind of the gatekeeper is the UPC code? 

23 A . The UPC code is an identifier that's used by the 

24 beverage and retail trade for a lot of purposes. We 

25 have technology in the machines that can -- it's the 
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1 same technology you might see at a grocery scanner . 

2 Q. Right. 

3 A. So linki ng in on that common feature we use --

4 when we program the UPCs into the machines we' r e adding 

5 additional information, information such like I said of 

6 the brand owner and who that is locally, the material 

7 t ype, and the weight of the product . And those last t wo 

8 parts are there strictly for recycling purposes. 

9 Q. And the last two being? 

10 A. So the depos - -- understanding the brand owner, 

11 the deposit initiator clarifies the redemption 

12 responsibility fees, it's covered by the program, it's 

13 been -- and that there ' s a - - the deposit initiator will 

14 authorize the payment, the exchange of deposit funds for 

15 it, but the material type and the weight information is 

16 essential to the first par t of the recycling process 

17 which the machines perform . 

18 Q. Okay. The first part of the recycling process 

19 the machines perform . Are you saying the crushing of 

20 the cans is the recycl i ng process? 

2 1 A. Yeah. What you see and I explained that there 

22 are different -- there's a point of collection and 

23 there ' s a point -- that consolidation point at the UBCR 

24 facility . With the deposit system the RBMs play the 

25 role of -- the reason the RBMs are key to it is not just 
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1 because of the identification, we're able to help reduce 

2 the cost of r ecycl ing because that recycling function is 

3 actually happeni ng at that point of collection so that 

4 t he functions of compaction and sorting - - let's reverse 

5 that order, sorting of the material and then compaction 

6 are key components to any recycling process, and the 

7 machines are perf orming that functi on at the point of 

8 collection . 

9 Q. Doesn' t the sorting kind of begi n from the 

10 consumer ' s end too , t hough? For example , you identify 

11 that t h ere ' s d ifferent machines that accept , for 

12 example , cans or glass bottles. So don't I as a 

13 consumer begin the sorting process? 

14 A. In that case the consumer will identify the 

15 container and mark it up -- or line it up with the right 

16 machine . With the combination machines they'll 

17 identify -- they'll identify the container, like I 

18 explained, and compact it and sort it specifically . 

19 But the machine when it recognizes the UPC 

20 is actually making a determination as to whether it's an 

21 acceptable container or not. You don't have that in a 

22 blue bin, for example, where you simply throw everything 

23 i n mixed. The machine is determining what is 

24 acceptable, not just from a deposit return function but 

25 from a recycling perspective . You put a coffee cup in 
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1 the machine it's not going to accept it. 

2 Q. Now I want to turn over to glass bottles. Say I 

3 buy a six pac k of bottled beer one n ight and I drink it 

4 t hat night and I bring the bottles back the next day . 

5 When I put the bottles into the machine , in a Tomra 

6 machine , what happens? 

7 A . So the same process as before . It's going to 

8 first focus in on the UPC and identify whether it's an 

9 acceptable container for that machine, so it ' s now said, 

10 okay, this is a twelve ounce glass bottle. It's going 

11 to determine that the deposit - - that the brand owner, 

12 the deposit initiator, has given us permission to 

13 further process it. 

14 It's also going to identify - - where, as I 

15 said before, on the aluminum can, it would say that it's 

16 a twelve ounce aluminum can, in this case it's going to 

17 say it's a twelve ounce brown glass bottle . You 've got 

18 green glass, you've got clear glass, you've got blue 

19 glass. So once it's identified that color, it will then 

20 make a determination on where the bottles are sorted to. 

21 Q. Now , sorted to as far as bins on the back end of 

22 the machine or sorted after the bins are possibly picked 

23 up by 

24 A. Bins at the back of the machine. So there , 

25 agai n, this is essential to the end users as having 
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1 material not only designated as glass only but sorting 

2 it by color because the end users, the bottle 

3 manufacturers of which glass in Michigan is being used 

4 by, companies like Owens-Illinois or Ardaugh, they 

5 can - - their factory or their production facilities can 

6 only use color sorted glass . Clear bottles go back into 

7 clear bottles, brown bottles go back into brown bottles. 

8 Q. That makes sense . Now , do the r everse vending 

9 machines , do they crush glass bot tles? 

1 0 A . In Michigan , no. We're not -- that service is 

11 not being provided. 

12 Q. Just by chance sometimes i f I put a bottle in the 

13 machine, for example , I hear it shatter . 

14 A. They can break, right. 

15 Q. But that ' s after it ' s been sorted into a specific 

16 glass colored bin? 

17 A. Correct. 

18 Q. Now, let ' s move over to plast i c bottles, the 

19 Aquafina bottles or bottled water . 

20 A. Yeah. 

21 Q. What happens if the machine accept s a plastic 

22 bottle? 

23 A. All right. So I'm going to answer your question 

24 and then you'll see why. With an Aquafina bottle the 

25 machines would actually reject it because it's not 
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1 covered by the law, okay. So a Pepsi or Coke bottle. 

2 Q. Okay , got you . 

3 A. The same process, we 're going to identify the bar 

4 code for t hat information as far as acceptable container 

5 so the consumer can have the redemption transaction, we 

6 can assign the bil ling for those purposes, and then 

7 we ' re going to look at that as -- plastic uses colors as 

B well . So there could be clear plastic and green is the 

9 other popular one, so think of Mountai n Dew , 7- Up , those 

10 colors need to be separated as well . So the machine 

11 will make the determination again of what b r and it i s 

12 and then sort it out into the appropriate Gaylord bin . 

13 

14 

Q. 

A . 

Okay . 

I think I probably missed a step before 

15 the - - once it's identified the container f or that 

16 purpose it will compact it and then put it into the 

17 appropriate bin. 

18 Q. For the same reasons as the cans , is it for like 

19 efficiency in transportation reasons? 

20 

21 

22 

A . 

Q. 

A . 

Yes. 

Is there any shredding of p l as t ic bottles? 

I don't believe there ' s shredding in Michigan, 

23 not at the point of collection . 

24 Q. Do you know if the re was shredding in Mich i gan 

25 between the tax year s -- tax years , sor ry , between 2003 
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1 and 20 08? 

2 A. I don't believe there was . The only reason you 

3 would need shredding is to facilitate the storage or the 

4 compaction of the containers. The machines in Michigan 

5 have always been the -- to use a bad phrase, top of the 

6 line, we've always had more of the technology . And the 

7 focus because of the high volume of containers in 

8 Michigan, because of the high deposit, is we've focused 

9 a lot on compaction . So the compactors, the ability to 

10 flatten the containers the way we have hasn't 

11 necessitated shredding. 

12 Q. And that's for cost saving r easons, correct, for 

13 compacting for s t o rage and transportation? 

14 A . Yeah . 

15 Q. The same cou l d be said for the cans as well, 

16 right? 

17 A. Yes. Right. I mean the cost saving reasons are 

18 storage compaction, but I was going to say the other 

19 part is the fact that we don't need to then do it at 

20 another facility . 

21 Q. Now, when you say we do it, you say Tamra do it 

22 or another company do it? 

23 A. Sorry, I meant 

24 Q. That ' s okay . 

25 A . -- the material doesn't require that further 
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1 sorting, it 's ready to go right into a baler f or 

2 basically again for consolidation purposes for 

3 transportation. In a typical curbside recycling 

4 operation you would have those functions performed there 

5 because you're delivering mixed material to a curbside 

6 facility, it has to be sorted and t hen consolidated . In 

7 this case we 1 re doing all that on- site at the point of 

8 collection. 

9 Q. Let ' s go back to the point in the process when we 

10 were talking about the balers . And c orrect me if I'm 

11 wrong , the ba l ers receive cans or plastic bottles after 

12 the Gaylord bins are dumped , right? 

13 A. Right . 

14 Q . And then the balers create big aluminum can 

15 cubes? 

16 A . Yup. 

17 Q. Is it at that point that you can sell a luminum as 

1 8 a commodity? 

19 A. Well, you could sell aluminum as a commodity 

20 hypothetically anywhere, so it 1 s an open ended question. 

21 But in that case the material that is prepared for sale. 

22 Q. So for purposes of our discussion today 

23 A. Yes. 

24 Q. -- and in the entiti es that not only you work for 

2 5 but also deal with , and be it a joint venture or not , do 
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1 you know whether or not you sell or the other entities 

2 sell aluminum as a commodity when i t ' s in that c ube? 

3 A . Yes. Once the containers are baled then the 

4 deposit initiators want to move those containers out of 

5 the market and selling is t he prefer red option . 

6 Q. Who would they -- and selling is the preferred 

7 option for the beverage distributors? 

B A . Yes, because they are goi ng to -- right, that's 

9 the point when they can now move it on to another 

10 interested party . 

11 Q. Okay. And then would you say at that point it's 

12 raw mate r ial? 

13 MS . HAAS : I ' m going to object to the extent 

14 that you ' re calling for a l egal conclusion or an opinion 

15 that relates to t h e definition of industrial processing . 

16 THE WITNESS: Yeah, again, we don't use that 

17 term raw material so I don ' t really understand . 

18 BY MR. DAMICH : 

19 Q. Okay . Is it --

20 A. We started referring to it as a commodity for 

21 sale . 

22 Q. That ' s the first point you considered it a 

23 commodity for sale? 

24 A. Right. That's the f i rst -- typically with any 

25 recycling, that's the point where you would -- any 
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1 

2 

3 

recycling process, that's the point where you would 

consider it available prepared for sale. 

Q. It ' s not avai l able for sale while sitting in the 

4 Gaylord bins in Meijer? 

5 A. No. 

6 Q. Let's go back to the glass bottles . Where do 

7 they go after the Gay- -- after they are 

8 collected -- they are collected by Gaylord bins , right? 

9 A . The glass bottles? 

10 Q . Yes . 

11 A. Yup. 

12 Q. And after they are collected what happens next? 

13 A. They are brought to -- so a similar process, they 

14 are brought to the UBCR facility, the Gaylords 

15 are -- have been premarked, bar coded themselves for 

16 tracking purposes, they are redeemed, registered , at the 

17 UBCR facility the Gaylords are tipped onto a conveyor 

18 belt . Because the material is the glass bottles are 

19 sorted by color, they can -- they are simply conveyed 

20 into storage pits. 

21 Q. Where are t hese storage pits located? 

22 A. At those facilities. 

23 Q . Okay . 

24 A. And then they are picked up by the company that 

25 has bought the material . 

Page 40 



Chuck Riegle 
Dep Tr

199a

R
E

C
E

IV
E

D
 by M

SC
 6/12/2019 3:38:23 PM

1 Q. Okay. So the company that has bought -- the 

2 company that bought the material is a glass commodity? 

3 A . I want t o give you -- yes. 

4 Q. And then what do those companies usually do with 

5 t hat glass? 

6 A. Glass requires another step, it ' s called 

7 beneficiating, and t hat's where the -- we mentioned 

B before where we've got whole bottles or bottles by now 

9 which are broken into shards, have to be further reduced 

10 to a conunon size or let 's say a consistent size . And 

11 then there's another -- another step of including 

12 de'labeli ng or removing of caps, and then that material 

13 is mill ready and goes right into the furnaces for glass 

14 manufacturing -- glass bottle manufacturing. 

15 Q. As a con sumer where could I go and buy certain 

16 units of glass after it ' s been crushed? 

17 A. As a consumer? 

18 Q. Yes. 

19 A. As a consumer who drank those three bottles of 

20 beer? 

21 Q. Just a general consumer, I' m interested in buying 

22 some shards o f glass. 

23 

24 

25 

A. 

Q. 

A. 

Shards of glass? 

Yes . 

I don't know if that exists in Michigan. 
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1 Q. How about if I ' m a consumer int erested in buying 

2 a certain amount of units o f aluminum? 

3 A. If you wanted to act like any of the other 

4 commodity brokers or buyers, there is a process -- let's 

5 say this again. In Michigan Schupan Recycling controls 

6 the -- or provides the service of marketing on behalf of 

7 deposit initiators , or you could speak directly with the 

8 deposit initiators about buying their material. 

9 Q. Do you know if deposit initiators carry an 

10 invent ory of aluminum cans? 

11 A. The purpose of the third party system is that 

12 they've outsourced that service to Schupan Recycling. 

13 Q . Okay. 

14 A. So the inventory -- from a practical prospective 

1 5 the inventory is what's currently on a warehouse floor 

16 at any time. 

17 Q. Does Tomra carry an inventory of alumi num cans? 

18 A. In Michigan Tamra doesn't do commodity brokerage. 

19 Q. And Tomra doesn't buy aluminum cans either in 

20 Mich igan, right? 

21 A . Correct. 

22 Q. And is the same true for glass and glass bottl es? 

23 A. Correct . 

24 Q. And plastic as well? 

25 A. Yes. 
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1 Q. Thank you for explaining that process to me. 

2 Anyways , moving on. Are you familiar - - do you know 

3 that Tamra has sued the State of Michigan , specifically 

4 the Department of Treasury? 

5 A. Yes. 

6 Q . And do you know why? 

7 MS. HAAS: Could we take a five minute 

8 b r eak? 

9 

10 

11 

MR. DAMICH: Certainly. 

(A recess was taken.) 

MR. DAMICH: Back on the record. 

12 BY MR. DAMICH: 

13 Q. I don ' t anticipate this taking too much longer . 

14 Before we took a break I'd asked you whether you were 

15 aware that your cl i ent has sued my client, the Michigan 

16 Department of Treasury ; is that true? 

17 A . Yes . 

18 Q. You also 

19 A. I think it's my employer. 

20 Q. Your empl oyer, I said your client, I ' m sorry . 

21 Are you also aware that you were named as a witness in 

22 the lawsuit? 

23 A. Yes. 

24 Q. Do you know why you were named a s a witness? 

25 A . Expertise on the subject. 
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1 Q. Have you reviewed a n y discovery requests from the 

2 Michigan Department of Treasury? 

3 A. No. 

4 Q. Have you revi ewed the Michigan Department of 

5 Treasury ' s responses to any of plaintiff 's discovery 

6 requests , p l aintiff being Tomra of North America? 

7 A . No . 

8 Q. What's your familiarity wi t h the case? 

9 A. I don't know. I was going to say it's probably 

10 general in the sense of the discussions I had with June 

11 and her team explaining 

12 MS. HAAS: So we 'll j u st stop at this point 

13 because any conversat i ons you had with me are 

14 attorney-client privileged. 

1 5 

16 

17 answer. 

18 

19 

THE WITNESS : Okay. 

MS. HAAS: And so that is an appropriate 

THE WITNESS: Okay. 

MR. DAMICH: Got it. 

20 BY MR. DAM I CH : 

21 Q. Outside of your conversations with Ms . Haas and 

22 he~ legal team or any of your legal representation in 

23 t his case , do you understand the claims t ha t have been 

24 made a gainst the Michigan Depar tment of Treasury? 

25 A . No . 
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1 Q. Do you know that there has been a sales tax 

2 refund claim made in this case? 

3 A . I haven't had any conversations with anyone 

4 outsi de of June or her team . 

5 Q. Do you know whether or not your employer, Tomra 

6 of North Ameri ca , collected sales tax for sales made to 

7 Michigan customers? 

B A . I don't know . 

9 Q. Are you aware that your employer, Tomra of North 

10 America, remitted sales tax to the State of Michigan for 

11 sales made to Michigan customers? 

12 A . I don't know . 

13 Q . You don ' t know? 

14 A. I haven't had those discussions . 

15 Q. Are you aware that the Michigan Department of 

16 Treasury audited Tomra of North America? 

1 7 A. No . 

18 Q. Are you familiar at all with an informal 

19 conference recommendat ion in this case; does that sound 

20 familiar? 

21 A. No. 

22 Q. Have you reviewed the complaint filed in this 

23 case? 

24 A. No. 

25 Q. Have you reviewed any pleadings in this case? 
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1 A . No. 

2 Q. Do you kn ow if Tomra has the abi l ity to track 

3 each individual sa l e made to Michigan customers? 

4 A. I'm trying to think. I know that when Tomra 

5 sells or finances or puts together some transaction 

6 instrument with its customers that there is 

7 documentation . 

8 Q. Do you kn ow whether there would be doc umentation 

9 for how much was charged fo r each indi vidua l sa l e? 

1 0 A. There would be documentation for each 

11 transaction, whether it was a sale, financial lease . 

12 Q. Do you kn ow whether there wou l d be documentation 

13 to show if , in fact , sal es -- Michigan sales tax was 

14 c ha rged? 

15 

16 

A. 

Q. 

I don't kno w. 

Would you have do you know if there would be 

17 d eta i l as far as whether Michigan sales tax was 

18 col lected? 

1 9 A . I don't know . 

20 Q. Do you know who would know? 

21 A. I'm assuming it's somebody in our finance 

22 department . 

23 Q. Yo u don't have any specific names? 

24 A. No. 

25 MR. DAMICH: I d on 't have any further 
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1 questions. 

2 THE WITNESS: Okay . 

3 EXAMINATION 

4 BY MS. HAAS: 

5 Q. I j ust had one follow up . You had said Schupan 

6 acts as the marke t er on behalf of the deposit initiator 

7 and you named some end users for a l uminum and glass , but 

8 what abou t for plastic, do yo u know who Schupan sells 

9 plastic to? 

10 A . Specifically during that time period I don't 

11 know, there are any number of user s of the materi al, but 

12 I do know the nature of those users is to purchase it 

13 for the purpose of use in the remanuf- or in the 

14 manufacturing of either bottles, carpeting, automotive 

15 plastics, higher end uses because of the material 

16 quality that's preserved through the process. 

17 MS. HAAS : Okay , thank you. No further 

18 questions. 

1 9 MR. DAMICH: Give me a second to think about 

20 this . 

21 RE-EXAMINATION 

22 BY MR . DAMICH: 

23 Q. Ms. Hass had asked you about the purchasers o f 

24 p l astic. In what form do these purc hasers buy the 

25 p l astic? 
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1 A. In Michigan they are buying i t baled. 

2 Q. Baled? 

3 A. Yup. 

4 Q. When the p l ast i c -- when plas tic is baled , can 

5 you still separate o ut indi vidual plast ic bottles? 

6 A. Yeah . What happens is they -- so we've t aken the 

7 bottles that are s orted by color and they are just P- E- T 

8 plastic bottles , so that's a - - there ' s at least seven 

9 grades of plastics. P- E- T b ott le refers to the soft 

10 dri nk bottle that' s pretty common . So we 're looking at 

11 the plast ics buyers , in that case we're going to call 

12 them reclaimers, will buy the material and they'll 

13 convert it i nto a granule and solid stat e it. 

14 Q. When they are buying 

15 A . When they are buying it, yes, they take the bale 

16 

17 

18 

19 

20 

and they break the bales apart, so having again the 

flattened bottles sor ted by color is important to t heir 

process. 

Q. So you can still separate out each individual 

bottle? 

21 A. Yes . 

22 

23 

MR. DAMICH : I have no f u rthe r questions. 

MS. HAAS : We 're done. 

24 (Whereupon Deposition concluded at 10 : 45 a.m.) 

25 
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1 STATE OF MICHIGAN 

2 COUNTY OF INGHAM 
ss 

3 I, Melinda Nardone, Certified Shorthand 

4 Reporter and Notary Public in and for the County of 

5 Ingham, State of Michigan, do hereby certify that the 

6 foregoing Deposition was taken before me at the time and 

7 place hereinbefore set forth. 

8 I further certify that sa i d witness was 

9 by me du l y sworn in said cause; that the testimony then 

10 g i ven was reported by me stenographically; subsequently 

11 with computer-aided transcription , produced under my 

12 direction and supervision; and that the foregoing is a 

13 full, true, and correct transcript of my original 

14 shorthand notes. 

15 IN WITNESS WHEREOF, I have hereunto set 

16 my hand and seal this 22nd day of January , 2015 . 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Melinda Sue Nardone, CSR- 1311 , 
Certified Shorthand Reporter, 
Registered Professional Reporter, 
Certified Proficient, 
and Notary Public, 
County of Ingham, State of 
Michigan. 
My Commission Expires : 10-24 - 18 
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STATE OF MICHIGAN 
IN THE COURT OF CLAIMS 

Docket Nos. : 14 - 91 - MT cons w/14 - 185-MT 

- - - - - - - - - - - - - - - - - - x 
TOMRA OF NORTH AMERICA , 

Pl aint i f f 

vs 

DEPARTMENT OF TREASURY , 
STATE OF MICH I GAN , 

Defendant 
- - - - - - - - - - - - - - - - - - x 

Deposition of JEFFREY MATTO taken at the 
off i ces of Tomra of North America , One Corporate 
Dr i ve , Sh elton, Connecticut , before Cl ifford 
Edwards , LSR , Connecticut License No . SHR.407 , a 
Professional Shorthand Reporter and Notary Public , 
in and for t h e State o f Connecticut on January 21 , 
2015 , at 9 : 02 a.m . 

DEL VECCHIO REPORTING SE RVICES , LLC 
PROFESSIONAL SHORTHAND REPORTERS 

117 RA NDI DRIVE 
MADISON , CT 06443 

HARTFORD NEW HAVEN STAMFORD 
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68 

1 dol l ar value , you kn ow , factor to it that more clear 

2 glass is worth more than more colored glass , b u t in 

3 general , weight is going to drive -- you know , 

4 aluminum is wort h more than PET , but the weight is 

5 the unit o f measure . 

6 Q Okay . An d it ' s usually done by 

7 ind i v i dua l cans . 

8 

9 

10 

11 

12 

13 

14 

A 

Q 

A 

through 

Q 

A 

the 

Right? 

Yeah . 

Or indiv idua l plastic bottles? 

The individual item that you are putt i ng 

machine. 

Okay . Could you read the last sentence? 

" In addition, the container recycli ng 

15 machine counts the number of containers of each 

16 color and the raw material amo u nt in value of the 

1 7 con t ainers within each bi n . " 

1 8 Q Okay . Now , i t speaks of a raw material 

1 9 a mou nt, and then i t says " and value ." What ' s the 

20 difference between raw material amount and the raw 

21 materia l value? 

22 A I mean - - yeah -- to me , that ' s -- the 

23 sentence is saying that i t ' s going to give you a 

24 count of the con t ainers that went through of each 

25 co l or , a n d then it ' s going to tell you the deposit . 

www.DelVecchi oReporting.com 
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1 You know , it will ask you for the deposit value as 

2 well of the amount of raw material that would be 

3 going through the machine. 

4 Q So is it true to say that it ' s just a 

5 tracking device? 

6 A It ' s going to keep track -- yeah -- of 

7 the number and weight of when -- what went through 

8 the machine . 

9 

10 

11 

12 

13 

14 

15 

16 

like 

have 

that 

the 

17 owe 

Q Are those numbers important for people 

Schupan? 

A Well , they are also important to - - we 

for t he billing mechanism o f the deposit 

was paid back to you now has to get billed to 

distr i butor . 

Okay . Q 

A And so we need to say , hey , you know , you 

Kroeger or Meijer or whoever -- this deposit 

18 that they paid to the customers on your behalf . 

19 That ' s got to be tracked , so all that ' s important 

20 for the billing . 

21 For the Schupan part or the material 

22 processing part , you would -- yeah , to know the 

23 the weight , how much glass did you -- did you 

2 4 take did you collect , I mean. 

25 Q Okay. Now , before these reverse vending 

www.De l VecchioReporting . com 
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STATE OF MICHIGAN 
COURT OF CLAIMS 

TOMRA OF NORTH AMERJCA, INC., 

Plaintiff, 

V 

DEPARTMENT OF TREASURY, 
STATE OF MICHIGAN, 

Defendant. 

TOMRA OF NORTH AMERJCA~ INC., 

Plaintiff, 

V 

DBP ARTMENT OF TREASURY, 
STATE OF MICHIGAN, 

Defendant. 

JUNE SUMMERS HAAS (P59009) 
BR1AN T. QUJNN (P66272) 
Honigman Miller Schwartz and Cohn LLP 
Attorneys for Plaintiff 
222 North Washington Square, Suite 400 
Lansing, Michigan 48933 
(517) 377-0734 

SCOTT L. DAMICH (P74126) 
Assistant Attomeys General 
Michigan Department of Attorney General 
Revenue & Collections Division 
Attorneys for Defendant 
P.O. Box 30754 
Lansing, Michigan 48909 
(517) 373-3203 

Docket No. 14-91-MT 
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AFFIDAVIT OF CHARLES W. RIEGLE, JR. 

STATE OF VIRGINIA ) 
)ss. 

COUNTY OF ALBEMARLE ) 

I, Charles W. Riegle, Jr. being duly sworn, depose and make this Affidavit upon personal 

]mow ledge of the matters contained herein. 

1. If called upon, I can competently testify to the facts of this Affidavit. 

2. I am currently employed as the Senior Vice President of Government Affairs for 

TOMRA of North America ("TOMRA") and have been in this position since 2005. I have been 

employed by TOMRA since 2000. I was previously employed as the Director of Business 

Improvement for TOMRA. My duties and responsibilities include responsibility for government 

and industry affairs and corporate responsibility. I work on identifying new markets through 

public policy and stakeholder initiatives. I am a key spokesperson for the company. 

3. I was previously employed as Director of Solid Waste & Recycling for the City of 

Norwalk, CT from 1990 through 2000. 

4. In the course of performing my duties and responsibilities, I am familiar with 

TOMRA's business activities in the State of Michigan, the system used within Michigan for 

bottle deposit redemption and container recycling and the companies that are involved in each of 

these activities. The statements below are true for all of the tax periods in issue October 1, 2003 

through December 31, 2008. 

5. TOMRA provides technologies and services that facilitate the recycling of used 

beverage containers. 
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6. TOMRA sells container recycling machines, also known as reverse vending 

machines, and paiis thereto, to customers in Michigan. TOMRA Systems ASA manufactures the 

container recycling machines and parts resells those machines and paiis to TOMRA and 

TOMRA sel1s those machines and parts to customers in Michigan. 

7. During the tax periods in issue, the only products that TOMRA sold to its 

customers in Michigan were container recycling machines and related parts. TOMRA did not 

sell any other items of tangible personal property. 

8. The Container Recycling Machines are the first step in recycling almninum, 

plastic and glass containers into new aluminum, plastic and glass containers for reuse and resale. 

9. An overview of Michigan beverage container recycling is provided by the video 

at www.growmirecy_f1ing .com. 

10. The used beverage container recycling industry has studied the effectiveness and 

costs of recycling beverage containers and bas detenn.ined that use of container recycling 

machines in a deposit system me a highly efficient method of recycling used beverage containers 

with a net cost of 1.13 cents per container in 1999. If umedeemed bottle deposition revenue is 

counted as a cost factor, use of container recycling machines shows a net surplus of .28 cents per 

container. Understanding Beverage Container Recycling, Resource Recycling Februai·y 2002, a 

true and conect: copy is attached as Exhibit A hereto. 

11 . Container Recycling Machines receive, sort, inspect, perfo1111 quality control, 

production material handling, and otherwise engage in activities that are steps in the recycling 

process. 

12. During the tax periods at issue, the Container·Recyclh1g Machines sold or leased 

to customers in Michigan accepted glass, aluminum or plastic containers, the combination of 

3 
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aluminum and plastic containers or all three container types. 

13. The Container Recycling Machine inputs the containers performs inspection, 

quality control and testing on the container to determine whether the container conforms to 

specific parameters. 

14. The process begins by placement of a used beverage container on conveyer belt 

that moves the container into the machine and triggers the advanced sorting technology to 

process the containers. The machine rotates the container and scans the universal product code 

(UPC) triggering material recognition. The machine is preprogramed to read the UPC code and 

determine if the container is an acceptable returnable container in accordance with the Michigan 

Bottle Deposit Law and the parameters of the TOMRA customer. 

15. The Container Recycling Machines determine acceptability of a container for the 

deposit system and also for recycling purposes. 

16. TOMRA's container recycling machines sold or leased to customers in Michigan 

are programed to ensure that the containers accepted by the machine are only those allowed and 

required to be accepted under the Michigan Beverage Containers, Initiated Law 1 of 1976, MCL 

445.571 et seq. (hereinafter the "Bottle Bill"). 

17. In the course of executing my duties and responsibilities I have become familiar 

with the requirements of the Michigan Bottle Bill and other Michigan law related to bottle 

deposit and recycling requirements. 

18. Under the Michigan law, a TOMRA customer that is a retailer or grocer is only 

required to accept for recycling and deposit refund, those brands that the customers sells. 

19. After the Container Recycling Machine scans the UPC code, if a container is not 

an acceptable refundable container because the retailer or grocer does not sell that type of 

4 



Charles Riegle 
Aff

222a

R
E

C
E

IV
E

D
 by M

SC
 6/12/2019 3:38:23 PM

container, the container is rejected. 

20. If a container is not an acceptable refundable container because the container is 

not a refundable container under the Michigan Bottle Bill, the container is rejected. 

21. The Container Recycling Machine will also reject and return a container if it is 

not an acceptable material. For example, steel cans will be rejected by all container recycling 

machines as steel is not an acceptable material for recycling through the container recycling 

machine. Containers will also be rejected if they are fed into an incorrect machine. Aluminum 

cans will be rejected by a glass container recycling machine. 

22. The person putting the containers into the machine will receive a receipt 

indicating the number of containers accepted for processing and a statement of the bottle deposit 

due to the person. 

23. Once the containers have been analyzed and found acceptable, the Container 

Recycling Machines use the information from the UPC code and the information programed into 

the machine to determine the material content of the container, the amount of material content, 

the weight of the container and the color of the container. This information assists in proper 

sorting of the containers by material and color. In addition, the machine records the infonnation 

to keep track of the number of containers accepted, the material content of containers, the weight 

of each material type and to colors of each container type accepted. For example, a Container 

Recycling Machine that accepts aluminum, glass and plastic will keep a total of the number of 

each t ype of container accepted, the material weight and colors. 

24. The Container Recycling Machine captures information that enables TOMRA to 

attribute a raw material value to the container as well as a deposit return. 

25. The Container Recycling Machine also processes and maintains UPC infomiation 
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which is used to identify the deposit originator, typica11y a beverage wholesaler, distributor or 

bottler, for each type of container. 

26. After the Container Recycling Machine has collected this information, the 

containers are sorted by material content into aluminum, plastic and glass for machines that 

accept all three types of containers. If the machine only accepts plastic and aluminum, the 

containers are separated between these two content types. If the machine only accepts one type 

of container type, the machine conducts the processing and sorting for that material type as 

discussed below. 

27. Glass containers are separated by glass color into clear, green and amber (brown). 

28. Aluminum cans are crushed and moved to an in-process bin within the Container 

Recycling Machine. The bins are referred to as Gaylord bins. A Gaylord bin can store 15,000 

compacted aluminum containers. 

29. Plastic bottles are sorted by color, and then punctured in a waffle pattern and 

compacted. 

30. The so1ied and compacted materials are then moved to an in-process bin for each 

type of sorted material. 

31. Glass containers are sorted by color and moved to separate Gaylord in-process 

bins. 

32. The smied and processed containers are then transported by to a processing plant 

where each type of container is fwiher processed. 

33. Under Michigan Bottle Law, the deposit initiator is required to transport the 

containers from the initial processing retailer site. Transportation is typically provided by UBCR 

or the deposit initiator. 
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34. The primary transporter is UBCR, LLC, a joint venture formed in 1997 between 

Schupan Recycling and TOMRA, as an industry solution for improving container recycling 

processing and handling. UBCR services all Container Recycling Machine manufacturers in at 

least 600 Michigan stores. 

35. UBCR is Michigan's exclusive tbird-paity pick~up and processing agent for the 

Michigan Soft Drink Association and the Michigan Beer and Wine Wholesalers Association. 

36. UBCR picks up the sorted and processed containers in Gaylord bins and transport 

and unloads those materials and transfers them to Schupan Recycling. 

37. During the tax periods at issue, Schupan Recycling was the largest independent 

processor and broker of used beverage containers in the U.S. with a brokerage office in Chicago. 

38. Schupan Recycling had facilities in Milford, Ml and Wyoming, MI where further 

processing occurred. The Gaylord bins are tipped or dumped onto a conveyor belt. The 

compacted aluminum cans are transferred into a baler to further compact the aluminum. The 

baler is a large compression chamber that further compacts the aluminum into a bale. 

39. In Michigan during the tax periods in issue, Schupan Recycling acted as the 

marketer on behalf of the deposit originators for sale of container materials to 

beneficiators/reclaimers and end users who turned the container materials into remanufactured 

products. 

40. During the tax periods in issue Schupan Recycling had contracts with companies 

like Novelis, Alcoa and Coca-Cola Recycling for purchase of aluminum from returnable 

aluminum containers; Glass Recyclers, a glass beneficiator who in-tum sold to Owens Illinois 

and Veralia for purchase of sorted glass from returnable glass containers and a variety of plastic 

reclaimers who conve1ted plastics into solid state pellets for use to manufacture bottles, 
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carpeting, automotive parts, and higher end uses for purchases of plastic by color for returnable 

plastic containers. 

41. Container recycling machines initiate the recycling process by conducting quality 

control, material separation and compaction. These processing steps reduce subsequent 

recycling costs and ensure 100% recyclability of the containers through the process. Material 

s01iing is a key component of recycling process that effects the profitability of recycling process 

and the useability of the resulting materials because it preserves the quality of the material and 

allows the materials to be used for higher end re-uses. 

42. There is national demand for aluminum, glass and plastic that results from used 

container recycling. 

43. The used beverage containers that enter the Container Recycling Machines sold or 

leased by TOMRA during the tax periods in issue were recycled through a process that ends up 

with the plastic, aluminum or glass sold to companies that use these materials to produce new 

containers or other products for sale. 

[Remainder of page is intentionally l eft blank.] 
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Further, Affiant sayeth not. 

Dated: February U_, 2015 

Subscribed and sworn to before me 

this jJ_ d,~Y of Febv:u,."l~' 2015 
/! 

eiu-;I, jl ~'fl""'~ 
Notmy Public 
Eac c-P..eM County, _ ______;,s~h_,_,.e="./'--"b'"""'-nL-
My Commission Expires: :-It )VJ-f. 3 0 rt:0/5-, 

CHl=ff Vl &... GIANGRl:GORl«:8 
lfflTARV JPWBLlC 

MY COMMISSION EXPJAF.S JUNE 30, 2015 

16062258.2 
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Understanding 
beverage container 

, .. -
l 

Stre1.ii:1ously debated for30years, the effectiveness 

and costs· of i"ecycling beverage containers -

in deposit and nondeposft systems -

are illuminated in a landmark repo1t. recycling 

~ . 

5 
0 
en 

Th~ di:;biit~o_ver_ bottle ·bills and.other beverage contamer. recy­
ch ng policies JS among the oldest aud hardest fought m the 

recycUng arena. For more than 30 years, e1wimnmei1talists and bev­
erage industry representatives have batt]ed.in stnte 1egis1atures and 
through campaigns, designed to influence the publ.ic ai1d clecision­
makers. Since 197 l , 10 states and one city have adopted some type 
of deposit legislati'on, and each year oo·zens of bills are introduced to 
est11blisb new programs or to expand, repeal or adjust existing.sys­
tems. This debate has become increasingly polarized in recent yem:s 
as growth in municipal recycling services has Stalled, recycL{1)g rates 
have begun tofall and interest in producer.responsibility has grown. 

From May to December 200 I·, representatives of l 3 organizations 
L:epresenting different sides of this issue worked closely in an effort 
to ~gree on tbe facts and to identify appl'opriate solutions· to the bev­
ei'age container recycling dilemma. TI1e effort, the Multi- Stakeholder 
Rec?very Proj~a. Stage One, was.spearheaded by Businesses and 
Environmentalists Allied for Recycling (Atlanta), a project of Qlob­
al Green USA (Santa Moi1ica, California). Althm1gh the group has 
yet to agree on a pruticular policy, Stage One resulted Ln n report doc­
umenting the costs, .benefits and effectiveness of U.S. recovery pro­
grams in the 1,tudy year 1999. This ai·ticle presents a synopsis oftne 
report findings. 

Who participated in the project? . 
The task fo1'ce .includes .13 companies, environmental organizations 
1111d gove111me11t agenci~s .. Each representative agreed in advance to 
abide by the project charter, including a set of 11 principles laying 

by Edward Boisson, et al. 

out the projecfs fact-b;ised approach. Among other things., the prin­
ciples called qn participants to look at the widest possible range of 
policies and practices fo.ai1 effoLt to achieve tbe projectobjective­
identifying a recovery program that ultimately could double the nation­
al beverage container recycling rate. Task force members iiiclude: 
Beaulieu of America (Dalton, Georgia); CocasCola Noi:th America 
(Atlanta); Container.Recycling Illstitute (Adington, Virginia); EvCo 
Research, LCC (Atlanta:); Global Green USA; GrassRoots Recycling 
Network (Athens, Georghi); .Minnesota Office of Environmental 
Assistance (St. Paul); New Value Pmtners (Atlanta); PureTech Plas­
tics (East Fai'mingdale, New Ym'k); Southeastern Container, Tnc. 
(E"nk11, North Carolina); Tonm1 North America (Su·atforcl, Connecti­
cut}; Waste Management, Inc. (Houston); and the Westchester (New 
York) County Departrpent ofEiwironmental Facilities. A broader 
24,member adv.isory committee also was formed to review interim 
draft reports and increase awareness of the study approach. 

Scope of the report 
The study pwvides a snapshot of U.S. bevernge container recovery 
programs in.1999, docume1Jting.generntion and recovery trends, envi-

This aJticle was prepared by.Edwai'd Boisson, p1focipnl, Boisson &Associ­
ate.~ (Pittsboro, Nonll Carolina), Chuck McLendo11 of R.W. Beck (Orlm1do, 
FJoricla), Bill Fra11klin of Fran!<lin Associa1es,.Lrd, (Prnide Village, Knnsa~). 
Joh11 Stutz of the Tell us Institute (Bo:ston) and JeffM011:is of Sound Resource 
Manage1nent Group, Inc. (Se.attle). The authors muy be reached. through 
Boisson at (9 19) 968-4077 or eboisson@att.net. 

Resource Ret:ycling Febrnary 2002 m 
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ronmental and social benefits of recycling, and l'ecovery prngram 
costs and effectiveness. Beverage containers are defined broadly as 
the p1imary container types used to package beverages for shipment 
to consumers. Aluminum, glass, PET and HDPE plastic containers 
are specifically covered. The repo11 is a firs t step towards a collabo­
rative understanding of the beverage container recycling issue. It is 
important to note that, although discussed at length during the proj­
ect, the report does not recommend any pai1icular program, analyze 
end-use markets, project the costs and impacts of replicating or expand­
ing existing programs, nor address program implementation con­
cerns. Also, the report focuses on recycling, rather than use of refill­
ables or other su·ategies. 

Generation and recovery trends 
The l'epol't documents what both industl'y and environmental sources 
already have acknowledged- beverage container recycling rates are 
declining. In 1999, approximately 192 billion beverages were sold 
in the U.S. , with about 78 billion beverage containers recycled, for a 
41 percent recycling rate (or about 30 percent measured in tons). 
Rates for each material type have been slipping in recent yeai·s. 

Benefits of recycling 
Using statistics from the U.S. Environmental Protection Agency (Wash­
ington), the team estimated environmental benefits associated with 
overall beverage container recycling in 1999. Fol' example, recycling 
saved 147 trillion Bru of energy (equivalent to over 32 million bauels 
of oil) and avoided over four million meuic tons carbon equivalent in 
greenhouse gas emissions. Reduced air and water emissions also were 
documented, based on the Municipal Solid Waste Decision Support 
Tool developed by Research Triangleinstitutefor EPA. The study also 
eslimated litter reduction (at nearly 800 million containers litter avoid­
ed) and noted impmtant economic benefits associated with recycling. 

The BULLSEYE1
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Basis for comparing effectiveness and cost 
Much of the report compares recovery programs in terms of costs 
and effectiveness. Compai'ing effectiveness is complicated because 
of significant differences in programs, such as the types of contain­
ers accepted, the impact of deposit programs in reducing the number 
of containers available, pa11icipation rates, and the yield loss during 
collection and intermediate processing. The srudy accounts for these 
factors by using a single measure, the overall recovery rate typically 
achieved by each program. The overall recovery rate, as presented 
in Figure 1, measures the percentage of all containers generated in a 
given ai·ea that typically are recovered by a pl'ogram, allowing for 
apples-to-apples compadsons. 

Figw-e 2 shows tluee disti11ct measures fol' comparing costs, each 
pl'esented in cents per container l'ecovered. Gross cost refers to the 
total operational costs associated with collecting, processing and 
shipping containers to market. (Consumers' costs to deliver con­
tainers lo drop-off or redemption centel's are not included.) Net cost 
refers to gross cost minus revenue from material sales, using two­
yeal' average values. And, finally, net cost min.us funds from wire­
deemed deposits is calculated for deposit systems (using typical 
deposit amounts and redemption rates representative of existing 
deposit systems). Transfer payments, such as th.e handling and proc­
essing fees assessed in some deposit states, are discussed in the 
repol't but do not affect bottom-line operational costs used to com­
pare programs, since they are a cost to one party and a benefit to 
another. 

Although recovery programs can vary tremendously from one 
location to anofrler, the consulting team dete1mined the results repo1t­
ed are representative and typical and can l'easonably be used to com­
pare prngrams. It is important to note that participants did not reach 
consensus on the most appropriate basis for comparing programs. 
Some argued su·ongly for or against using gross, net or net-minus­
unredeemed-funds in cost compadsons. And, some al'gued that the 
most appropriate measure would incorporate the monetary value of 
social and environmental benefits, or the costs of not recycling, nei­
ther of which was calculated in the rep01t. 

Traditional deposit systems 
Traditional deposit systems ai·e the "bottle bills" adopted in nine states 
that rely primaii ly on return-to-retail and require sorting containers 
by brand. Traditional deposit systems resu lt in the highest overall 
recovery rate. In 1999, they typicaUy targeted beer and carbonated 
soft diinks (about 79 percent of all beverage containers) and achieved 
an average redemption rate of 78 percent fol' these containel' types, 
resulting in an overall recovery rate of 61.6 percent. 

On average, traditional deposit systems have the highest gross and 
net costs at 3.61 and 2.21 cents per container, respectively. How­
ever, in 1999, about 30 percent of all containers redeemed through 
traditional deposit systems involved use of reverse vending machines, 
with the remaining 70 percent involving "manual" systems operated 
by staff at retail stores or redemption centers. Reverse vending 
machines, with gross costs of 2.53 cents and net costs of 1.13 cents 
per container, are less expensive than manual systems, with gross and 
net costs per container of 4.07 and 2.67 cents, respectively. 

Some argue that deposit systems should be evaluated based on 
net costs mfous funds from unredeemed containers, since these 
funds are an inherent by-product of any deposit system. Others 
argue that this is an unfai r compai·ison since uru·edeemed deposits 
l'epresent payments from consumers and are therefore a form of 
transfer payment. If unredeemed deposit revenue is "counted," the 
hierarchy of costs changes with traditional deposit systems' cost 
!'educed to 0.80 cents, lower than the net costs for curbside recy­
cling. On average, deposit systems based on reverse vending 
machines show a net surplus when unredeemed deposit revenue is 
counted. Deposit systems typically yield the highest material qual­
ity, with con·espondingly high value. 
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California's redemption system 
Adopted in 1986, the California redemption system is a unique deposit 
program in which return to retail is de-emphasized in favor of exist­
ing buy-backs and "convenience zone" recycling centers established 
near retail stoi"es. Unl ike traditional deposit systems, the California 
program is administered-by a state agency and does not require s01t­
ing by brand orretum lo beverage distributors. In 1999, the Califor, 
nia program targeted approximately 79 percent of all container types 
and achieved a redemption rate of 69 percent of these container types, 
for an overall recovery rate of 54.5 percent. Gross unit costs were 
1.62 cents and net costs were 0.55 cents per container recovered. If 
unredeemed deposit revenue is included, California shows a net sur­
plus of 0.42 cents per container recovered. 

Project pruticipants scmtinized the smp1isingly low California sys­
tem costs. Reasons for the low cost include the reliance on so called 
"old-line recyclers" (buy-back centers that existed prior to the 1987 
redemption law) and other independent recycling collectors estab­
lished since the program's inception. These facilities, presumably 
profitable before the Jaw, have extremely low operating costs. Fur­
thermore, unlike traditional deposit systems, the program does not 
require s011ing by brand or distributor. 

The California cost results indicate some possible avenues for sig­
nificantly reducing the costs of deposit systems. However, anticipat­
ing that some will respond to the reported low California costs by 
advocating for adopting the California system in other states, critics 
have cautioned strongly that three impo1tant facts about the Califor­
nia system mnst be considered. First, many businesses in California 
have voiced concern about the program's complexity and fairness, as 
reflected in a constant stream of litigation and legislation since the 
program's founding. Second, some believe no other state has an exist­
ing network of buy-back centers as California does (though this is 
undocumented). Finally, the California system was expanded sig­
nificantly in 2000 to include virtually all beverage containers, and 
this has caused a reduction in the percentage of containers redeemed 
and an increase in unit costs. Since the study year is 1999, these fac­
tors are not captured in the rep01t's program comparisons (although 
they are discussed). 

c 

Curbside programs 
Curbside programs often accept nea.t'ly all beverage container types, 
but are limited almost entirely to containers generated in residences 
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(esfopate.d·at 15.7._pe_i:ceot of all conta'ii1ers'in 
tliis :$t_udy), :r'i1e ee(cent pf p@»lat.io n ·Mth 
acces~ ta cutbside recyclingco1le.cliOn varies 
:liom. 76 percentilrthedeposit·states to 61:per-· 
c~n.f'..i.(1 nona~p.osit.stift~5, i!oc:l the 'typlcal par­
ffcipaflqn ~lid ca:p.rnr~ t'i{te is <JbQift 50 pe1:­
centi Yieldfoss d~uing intef·1nediate process-.. 
ingJs :assumed to· be .ll 2ercenrac1:oss the 
b¢~).'.d for .-$.everage,cJ>ilt~iners; tn· deposft 
siates, Cirl avei·!)ge, ol ... 6 perceritofco.ntainers 
aretmaVjlifa.bfo ·to curbsic(e prog!'lU:rlS becanse 
they already have been .redeemed. Adjusting 
for th«';Se v(!riub1es, curbside progrnms have 
llll OYerall tecqvefy rate of 9.5 pel"ce11t in 
deposit states Md t8.:5 petcenHii nondeposit 
slates .. '1y_p.lcaf curbside programs coilecting 
coinming\ed bevern·ge,coot~iners have a gross 
cost'<:if'.l.48'cen1s, and a ne.l cpst.of 1. 72 cents 
per container. Curbside costs were calculat­
ed for nondeposit.states, and the re.p?rt does 
not ihclude separate cost ~ti mates in.dicating. 
the ih1.P-actof deposfrsystems oi1 curbside 
op.erations. 

Drop-off programs 
Residential drop-off programs result in the 
third.,highest level ·of recovery, though far 
less than deposit and curbside programs. 
L ike cui·uside, drop-off p;:o·gra_1ps typically 
accept all types ·of plastics, glass and alu­
m'inum beverage containers and ai:e li1uited 
aln10~t.e11tii·tily to containers- generated in 
res'idences·. About 60: percent of the popu. 
lation,it1 deposit states and nearly 65 percent 
in nondeposit states have access to residen­
tiaf qrop-off programs. They i-ecover 5 to 
10 percent of the beverag_e containers gen­
erated:in .targeted residences. The y.ield loss 
ass.urned in this study fs:S percent during 
intenuediate p·r0Ge~si11g, And, in i;leposit 
states, approxima.tely61.6 percent of altcon­
tai.oers aitrunavmlable because they·already 
ha',/e been .redeenied . . Adj1i,sting for these 
factor.<;, drqp-Qff progt'arrrs i\Chieve overall 
recovery rates bfl .6 percent i.11 deposit states 
and 4.5 percent in noncleposit states. Resl­
dentif!I drop-off p_rograriis typically bave the 
lowest gros-s ·co:~t at 1.10 cents-per contain­
er, and the net costs including material sales 
reven.ue are about 0.3 cents per container. 
The net cost of drop-off prognuns is pa1tic­
ularly sensitive to the quality ofinaterials, 
whichjs extremely variable. 

Ot~ertypes of recovery progn1ms 
All other programs not covered above com­
bine to recoyer sligl1tly more containers than 
residential. cfrop~off programs. Qther pro­
gran1~ hiclpde n.onresidi!ntial and buy-backs. 
Nonresidential is a ca!cha.11 category for-recov­
ery programs operated :in commercial busi­
nesses, schools, univers1ties, work places and 
public venues, B.uy-back centers typically 
are privately operated facilities that pass on a 
porilon of a niaterial's market va'!t1e to U1ose 
tilki1jg i:nate1ials to tbei.t•facility.- (Mnny buJ0 

m Resource 'Recycli11g February 2002 

back centei:s in California operate as certified 
redemption centers and are covered in ·this 
report und.er that progrnm.).. Due to a lack of 
data and high·vruiabllity, these programs could 
not be comp_ared based on costs or on many 
o(the ettectiveness-variables. 

Observations-on deposit and 
rtondeposit·b~sed systems 
Many participants noted that recovery pro­
grnms do not operate in isolation. Rather, 
they combine to form a system in any given 
geographic al'ea. The most important dis­
tinction in syste1i1s is between deposit states 
and nondeposit states, si11ce deposit systems 
have a high overall recovery rate tbat reduces 
th!! ay~ilability of c911Jai11ers to _other recy­
cUng, progra!Jls (seeF.igure l). In 1999, 
deposit states, With about29 percent of U.S. 
popC1lation, had a combined overall recovery 
tateo.i'aoout 7 l.6 percent, compared to 27.9 
percent in not)deposit states, which have ?J 
pei:cent of U.S. population. Another impor­
tantbb~ervation is th,it funding responsibili­
ty-varies §ignificantly; Funding for deposit. 
sys~ms come~ la!'gely ti.um industry (through 
handling fees, processing·fees or direct oper­
atio1Js), cunsumers (through unredeemed 
deposits). or retailers (thro'Ugh operations). 
Cur:bside and .tlrop-off prngram fonding is 
.largely from tax assessments, solid waste and 

recycUng fees, and other local government 
funding mechanisms. 

Next steps - need for 
continued dialogue 
Project pa1Jicip,arrts .view the report as an 
impmt.ant first step., but.not the last ~tep, in 
the effort to collaboratively identify an "opti­
mal'·' beverage container recycling policy. 
Interest in continuing discussions remains 
strong, and the report can serve-as an effec­
tive stinti11g po.int. Fottll'e effmts will need to 
.address, markets, ·concerns over implementa­
tion and the projected costs and impacts of 
new or e)\panded fotm:~ programs. Perhaps 
most fundumentaUy, the question of how to 
nllocatefonding and othel' responsibility must 
be solved, ensuring. that future dialogues will 
remain lively an<l vigorous. 

The project has shown that Lf stakehold­
ers agre.e to work through issues in good faith, 
they can -agree on the facts. The challenge is 
in conve1:ting fac.ts i1)to ·actio11, and in over­
coming the ine11ia of 30 years of hard battle. 

RR 

U11der.rrc111ding }Je1•ernge Contcriner Recydi11g: A 
Value Chai11 Asst!ssmei11 Prept1red for the Multi­
Stakeholde1' Recove1)' .Project, Stage One, is av nil· 
able. on the Gfolrnl Green USA Web site nt 
www.globalgreen.org/bein: 
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KPMG LLP 
One Financial Plaza 
755 Mein Street 
Hartford, CT 06103 

April 13, 2015 

VIA CERTIFIED MAIL 

Customer Contact Division 
Michigan Department of Treasury 
Lansing, MI 48930 

RE: TOM~erica, Inc. 
Acct#: ..... 
Tax Period: March 2011-Decemher 2011 
Request for Claim of Refund of Michigan Sales and Um Taxes 

Dear Sir or Madam: 

Telephone + 1 860 522 3200 
Fax + 1 860 297 5555 
Internet www.us.kpmg.com 

TOMRA of North America, Inc. (''TOMRA") hereby requests a refund of sales tax paid in the 
amount of $673,511.65 and use tax in the amount of $24,992.95 for a total refund of $698,504.60 
for the periods of March 2011 through December 2011. This refund request includes all sales and 
use taxes reported and paid to the Michigan Department of the Treasury on TOMRA's monthly 
return filed for the period of March 2011 through December 2011. 

TOMRA Aclmowledges Its Duty to Repay Erroneously Collected Sales Tax to Its Customers 
As explained comprehensively below, sales tax collected from TOMRA's customers during the 
period was collected in error because TOMRA's sales of Container Recycling Machines in 
Michigan are exempt pursuant to the industrial processing exemption. Therefore, TOMRA should 
not have collected sales tax from its Michigan customers. TOMRA acknowledges that all Michigan 
sales taxes refunded by the Department must be paid to the relevant customers from whom the tax 
was collected. TOMRA will provide documentary evidence to the Department within 30 days of 
receh·ing the refunds from the Department proving that 100% of the sales tax refund received by 
TOMRA was in tum refunded to TOMRA's customers. 

TOMRA's Container Recycling Machines Are Exempt Under Michigan Tax Law 
TOMRA's Container Recycling Machines are used to collect and then crush used beverage bottles 
and cans and reconstitute them into raw materials that are used by manufacturers to create a variety 
of recycled products. Sales and leases of these machines in Michigan are exempt based on the 
industrial processing exemption. Michigan proyides an exemption from sales tax for certain items 
sold that are used in industrial processing, including machines and equipment used in industrial 
processing activities, 1 where "industrial processing" expressly encompasses the "[r]ecycling of used 
materials for ultimate sale at retail or reuse."2 The Container Recycling Machines sold by TOMRA 
fit the machinery definition provided in the industrial processing exemption statute squarely, as the 

1 Mich. Comp. Laws Ann. § 205.54t(4)(b) (where exempt equipment includes "[m]achinery, equipment, 
tools, dies, patterns, foundations for machinery or equipment or other processing equipment used in an 
industrial processing activity and in their repair and maintenance). 
2 Mich. Comp. Laws Ann. § 205.54t(3) and (3)(i). 

~P1~1G LLP is f! Dela:i.c. are nmr1ed liabrlit~: part1'*''- hip, 
\ho U.S. r-rieMbE:r firm of KPf,fG !ntarrrntbnal Com,m.;&1i · !I 
i"KPMG lnlemRtlonai" ~' n f. dn eriUtr, 
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Customer Contact Division 
Michigan Department of Treasury 
April 13, 2015 
Page 2 

machines are used in the recycling of used materials for ultimate sale or reuse. TOMRA' s customers 
additionally fit the "industrial processor"' description, because they convert and condition the cans 
and bottles placed in their machines into the processed material sold to manufacturers producing 
new products from the recycled materials. The spare parts on which TOMRA self-assessed and 
reported use tax in March 2011 through December 2011 are also exempt pursuant to the Michigan 
industrial processing exemption. These parts are only used for the repair and maintenance of the 
exempt machines, therefore the use of these parts in Michigan is also exempt. 

Enclosed is a copy of each monthly Michigan sales and use tax return for the periods March 2011 
through December 2011 along with supporting documentation. Also enclosed are copies of checks 
in which the remittance was made by TOMRA to the Michigan Department of the Treasury for ten 
months. 

In addition, enclosed arc copies of our power of attorney should further discussion be required. 

If you have any questions regarding the content or methodology used in computing the amounts 
presented on the returns, please call me at (860) 297-5033. 

Very truly yours, 

KPMG,LLP 

Andrew Koutroumanis 
Manager, State and Local Tax 

AK:emd 
Enclosures 

cc: Andy Hollyer, TOMRA of North America, Inc. 
Jeff Matto, TOMRA of North America, Inc. 
Rick Hill, KPMG LLP 

3 Mich. Comp. Laws Ann. § 205.54t(7)(b) ("'Industrial processor' means a person who performs the activity 
of converting or conditioning tangible personal propelt!' for ultimates.ale at retail or use in the 
manufacturing of a product to be ultimately sold at retail."). 
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Tomra North America, Inc. 
Michigan Sales and Use Tax Refund Claim 

Periods: March • December, 2011 

Period Sales Tax Paid Use Tax Paid 
March 71,390.14 2,172.16 
April 84,640.51 1,849.43 
May 54,195.85 2,534.27 
June 43,182.56 3,126.43 
July 45,440.41 2,897.86 

August 151,170.61 3,243.29 
September 128,051.01 2,359.44 

October 30,196.40 1,482.33 

November 30,596.53 2,618.81 

December 34,647.63 2,708.93 

Total 673,511.65 24,992.95 

Sales Tax Refund Use Tax Refund 

Claimed Claimed Refund Amount 

71,390.14 2,172.16 73,562.30 
84,640.51 1,849.43 86,489.94 
54,195.85 2,534.27 56,730.12 
43,182.56 3,126.43 46,308.99 
45,440.41 2,897.86 48,338.27 

151,170.61 3,243.29 154,413.90 
128,051.01 2,359.44 130,410.45 

30,196.40 1,482.33 31,678.73 
30,596.53 2,618.81 33,215.34 
34,647.63 2,708.93 37,356.56 

673,511.65 24,992.95 698,504.60 
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1117/2016 UBCR I Driving the Successful Michigan Deposit System I Retailers 

II Driving the Successful Michigan Deposit System !;n}QJ9YJTHH1! ! Contac_t uecR 

Home How 1he System V\/orl,s 

Video: The UBCR Advantage 

See why the UBCR system is the superior 

method of handling used beverage containers. 

Request parts or service here. 

Video: Handling Deposit Containers 

The video ls intended to help retallers maxfmize 

their storage space- and handle deposit material 
in the most efficient way possible. 

Beverage Distributors Retallers Help & Supp<:>rt. 

Cleaner. Safer. Simpler. 
There are many benefits of the Third-party Pickup Program to retailers: 

• Simplify the storage of use:d beverage containers in your retail back room by 
using large-volume, stackable gaylord bins, provided FREE by UBCR. 

• Create a safer work environment by eliminating glass sorting. 

• Regularly scheduled pickup of full gaylords by UBCR trucks means that stores 
need only devote c1 minimum of back room space for UBC storage. 

The program was designed by a collaboratlon of retailers, whol~alers and 

recycling processors In the 1930s to Improve efficiency of pickup, material 
processing and accounting, Today, almost30 years later, the program is 

working successfu11y for more than 600 Michigan retailers. 

To qualify for the Third-Party pickup program, retail stores must: 

1. Have RVM redemption technology capable of providing UPC detail on afl 
containers serviced by the program for downloading into the UBCR accounting 
and information system. 

2. Redeem over 750,000 containers annually. 

3, Be located within 200 miles of the UBCR Wixom or Grand Rapids processing 
facilities, 

4, Have secure Inside storage space capable of storing a minimum of 20 Gaylord 
bins, 

5. Provide a dock or receiving door access during schc.du!ed pickup times. 

6. Provide a dedlcated data line (or make arran,gements for weekly elearonic 

transfer of necessary data) to the accounting system. 

7, Have sfgned acceptance of these guidellnes, 

For more Information, cont:;1ct Nick Kronsbein, General Manager at 
248-529-2600 or send Nick ah email. Thank you. 

http://ubcrHc.com/retailers 1/2 
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11/712016 UBCR I Drivlng the Successful Michigan Deposit System I RetaJlers 

copyright 2014, UBCR, LLC 4820 Holtz Drive I Wixom Ml 48393 ! Office: 248-529"2600 I Dispatch & Customer Se:-vke: 838-422-7404 
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BUSINESS TAXES: GOV.’S PROPOSAL

House Bills 4744 and 4745 as enrolled
Public Acts 117 and 115 of 1999
Sponsor: Rep. Nancy Cassis

Senate Bill 544 as enrolled
Public Act 116 of 1999
Sponsor: Sen. Mike Rogers

House Committee: Tax Policy
Senate Committee: Finance
First Analysis (7-16-99)

THE APPARENT PROBLEM:

Single Business Tax.  Governor Engler has proposed Apportionment/Industrial Processing.  In Michigan
a 23-year phase-out of the state’s single business tax Bell v Department of Treasury, a 1998 Michigan Court
(SBT), along with a number of related business tax of Appeals case, the court ruled that the treasury
proposals.  The SBT, in effect since 1975, is a unique department had no statutory authority for its practice of
value-added tax based on business activity rather than, apportioning the exemption for telecommunications
say, corporate income (profits) or gross receipts. equipment based on exempt and non-exempt uses of
Reportedly, no other state has a tax like it.  (See the equipment.  It supported the reasoning of the
Background Information.)  It brings in about two-and- Michigan Tax Tribunal, which had said the equipment
one-half billion dollars in revenue each year from some should be entirely exempt because "the equipment is
90,000 taxpayers (out of an estimated 250,000 used from the very outset and constantly thereafter for
businesses in the state).  Critics charge that it is a exempt purposes and the exempt use is substantial."
complicated, confusing, onerous, anticompetitive, State tax officials have expressed concern about the
burdensome tax that penalizes job creation and effect of this reasoning, especially if it is applied
discourages economic development.  Business beyond telecommunications equipment to the industrial
representatives are offended that companies must pay processing exemption generally.  Equipment used in
taxes even when they do not make a profit; owners of industrial processing is exempt from the sales and use
smaller businesses complain that compliance costs, taxes.  Some equipment is used for both exempt and
including accounting fees, can outstrip tax liability. non-exempt purposes, and the Department of
Some others, including defenders of the tax, say that Treasury’s longstanding practice has been to apportion
the SBT has been amended too often in ways that the exemption for that equipment based on its use.
contradict its underlying theories, in particular by The state could be faced not only with a significant loss
narrowing the base of the tax and reducing the number of future revenue from this decision, but also would
of businesses with tax liability.  Critics also point out have to pay large amounts of refunds immediately for
that it has been subject to a great deal of litigation  -- the years covered by the decision.  Further, the
"a lawsuit magnet", one business spokesman has called industrial processing exemption provisions in the two
it -- and some people fear that the current capital acts are themselves in need of revision.
acquisition deduction (CAD) in the SBT act will not
stand up to a constitutional challenge.  In announcing Bad Debts.  The same appeals court decision said that
his proposal to phase out the SBT, Governor Engler the Use Tax Act should be read to include a bad debt
said, "This will be a major new incentive for deduction just like the one found in the General Sales
investment.  We will make Michigan more competitive Tax Act, which does not require taxes to be paid by
and attract thousands of new, high paying jobs to businesses when bills are uncollectible.  That issue
Michigan instead of other states or countries." needs to be addressed statutorily.
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Business Restructuring. Tax specialists say that ** Beginning on January 1, 2000, apply the SBT to
businesses that restructure or spin off part of the firm certain "foreign persons" based on business activity in
in order to compete more effectively sometimes face the United States, including sales and services in the
higher SBT liabilities as a result.  The governor’s tax country and compensation paid to employees, officers,
proposal addresses that problem. and directors for services performed in the United

Rolling Stock Exemptions.  Amendments to both the was subject to taxation under the federal Internal
sales tax and use tax in 1996 provided exemptions to Revenue Code.
interstate truckers for purchases of "rolling stock"
(i.e., large trucks, trailers and parts).  The exemptions ** Reduce the tax base of "spun off" companies by
carried a sunset date of May 1, 1999.  Legislation was excluding sales for five or seven years between
subsequently introduced to remove that sunset, companies that had been members of an affiliated
extending the exemptions indefinitely and expanding group until a restructuring, in cases where such a
them somewhat.  A discussion of this issue can be restructuring would otherwise result in an increased tax
found in the analysis of House Bill 4586 (dated 5-12- liability.
99), and an earlier discussion of the same topic can be
found in the analysis of House Bill 5506 of the 1995- House Bill 4744 and Senate Bill 544 would amend the
96 session (dated 2-3-97). Use Tax Act and the General Sales Tax Act,

Hospital Construction Exemption.  Typically,
nonprofit entities enjoy exemptions from the sales and ** Place into statute the Department of Treasury’s
use taxes when making purchases but contractors practice (following a rule) of apportioning industrial
carrying out construction work for nonprofits have not processing exemptions based on exempt and non-
been exempt since 1970, with the exception of exempt uses of equipment, with the provision to apply
contractors working on nonprofit hospitals and certain retroactively.  However, such apportionment would be
nonprofit housing.  There was no statutory definition only prospective for certain specified
of the term "hospital" for many years, with the telecommunications equipment.  
department depending on a promulgated rule.  This led
to disputes, and legislation enacted in 1998 put a ** Provide an "irrebuttable presumption" that for the
definition in statute that only applied for exemptions abovementioned telecommunications equipment, 90
after 1990 and before 1996.  This issue needs to be percent of the total use is provided for exempt
addressed again to clarify the institutions that qualify purposes.  The presumption would be in effect until
for the contractor exemption. April 1, 2006, at which time it would be reviewed and

THE CONTENT OF THE BILLS:

House Bill 4745 would amend the Single Business Tax
Act (MCL 208.3 et al.) in order to:

** Phase out the SBT by reducing the rate from the
current 2.3 percent by one-tenth of one percent per
year.  The rate would be reduced to 2.2 percent
effective January 1, 1999.  The rate would reach zero
on January 1, 2021 and the act would be repealed.
However, the rate reduction would be halted in any
year in which the amount in the counter cyclical budget
and economic stabilization fund (rainy day fund) was
at $250 million or less.

** Replace the apportioned capital acquisition
deduction with an unapportioned investment tax credit,
effective after December 31, 1999.

States, whether or not the individual or business entity

respectively, to:

redetermined by the Department of Treasury.  The
department would use non-exempt and exempt user
information for the previous 12-month period in
making the redetermination, which would be in effect
for seven years.  The irrebuttable presumption would
be reviewed and redetermined every seven years
thereafter.

[The telecommunications equipment is that already
specified in the act as exempt: machinery and
equipment for use or consumption in the rendition of
services taxable under the Use Tax Act, but limited to
property located on the premises of the subscriber and
to central office equipment or wireless equipment,
directly used or consumed in transmitting, receiving,
or switching, or in the monitoring of switching of a
two-way interactive communication.  The equipment
does not include distribution equipment including cable
or wire facilities.]
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** Rewrite, in order to clarify and expand, the apportionment  in the same manner as the tax base; and
industrial processing exemptions in each act. for assets purchased or acquired for use outside the

** Allow a bad debt deduction for the use tax parallel have been calculated, they would be multiplied by a
to that which exists for the sales tax. percentage determined by dividing the tax rate for the

** Rewrite the exemption for property purchased by a and multiplying that result by 0.85.  
person engaged in constructing, altering, repairing, or
improving real estate for others when the property was If the credit for a tax year and any unused carry
affixed to and made a structural part of a nonprofit forward exceeded the taxpayer’s tax liability, the
hospital. excess would not be refunded but would be carried

** Exempt "rolling stock" (certain large trucks, years or until used up, whichever occurred first.  The
trailers, and parts) from the sales tax when purchased credit would have to be taken before any other credit
by an interstate motor carrier or for rental or lease to under the act.  For a year in which the amount
an interstate motor carrier and used in interstate calculated by using the formula and multiplying by the
commerce.  (A similar use tax provision is found in appropriate percentage was negative, the absolute value
House Bill 4586.) of that amount would be added to the taxpayer’s

The three bills are tie-barred to one another.  They are gross receipts deduction to calculate its tax base could
described in more detail separately below. not claim the investment tax credit.  A taxpayer that

Single Business Tax (House Bill 4745) compensation deduction would reduce the investment

SBT Rate Reduction.  The bill would provide that SBT rate by the ITC rate.
beginning January 1, 1999 and each January  1
thereafter, the SBT tax rate would be reduced by one- [The current CAD is a deduction from the tax base and
tenth of one percent if the comprehensive annual is subject to the same apportionment formula as the
financial report of the state published under the SBT tax base; that is,  5 percent payroll, 5 percent
Management and Budget Act reported an ending property, and 90 percent sales.  The new ITC would
balance of more than $250 million in the counter not be apportioned; it would be a credit subtracted
cyclical budget and economic stabilization fund.  The from tax liability.]
Department of Treasury would annualize the rate as
necessary.  The SBT act would be repealed on the Foreign Taxpayers.  The bill would provide that for
January 1 of the year in which the rate was reduced to tax years beginning January 1, 2000, the tax base of a
zero percent. "foreign person" would include the sum of business

Investment Tax Credit/Capital Acquisition Deduction. U.S. business activity, whether or not the foreign
The bill would provide a new investment tax credit person was subject to taxation under the federal
(ITC) against the SBT for tax years beginning after Internal Revenue Code.  (This section would not apply
December 31, 1999.  The current capital acquisition to insurance companies.)   A foreign person would
deduction (CAD) would apply for tax years before have to calculate compensation by reporting total
January 1, 2000.  The bill contains a formula for compensation paid to employees, officers, and
determining the allowable costs of tangible assets to be directors for services performed in the U.S.
used in calculating the credit, and requires that the
assets be physically located in the state for use in a The term "foreign person" would mean either 1) an
business activity in this state.  It refers to the cost, individual who was not a U.S. resident, whether or not
including fabrication and installation, paid or accrued the individual was subject to taxation under the federal
in the taxable year of tangible assets of a type that are, Internal Revenue Code; or 2) a person formed under
or under the federal Internal Revenue Code will the laws of a foreign country or a political subdivision
become, eligible for depreciation, amortization, or of a foreign country, whether or not the person was
accelerated capital cost recovery for federal income tax subject to taxation under the federal Internal Revenue
purposes.  (There are separate provisions for mobile Code.  The term "business income" would refer to
tangible assets, which would be subject to gross income attributable to the

state and then moved into the state.)  Once the costs

tax year in which the credit was being claimed by 2.3

forward as an offset to tax liability for nine taxable

liability for the tax year.  A taxpayer that used the

reduced its adjusted tax base using the excess

tax credit by a percentage determined by dividing the

income and certain specified adjustments related to
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taxpayer’s U.S. business activity and gross income companies, and any other business entities that the
derived from sources within the U.S. minus the spun off corporation controlled at the time of the
deductions allowed under the federal Internal Revenue restructuring transaction.
Code related to that gross income.  Gross income
includes the proceeds from sales shipped or delivered The term "spun off corporation" would be defined in
to any purchaser within the U.S. and for which title the bill as an entity treated as a controlled corporation
transfers within the U.S.; proceeds from services under Section 355 of the federal Internal Revenue
performed within the U.S.; and a pro rata proportion Code.  A controlled corporation includes a corporate
of the proceeds from services performed both inside subsidy created for the purpose of a restructuring
and outside the U.S. based on cost of performance. transaction, a limited liability company, or an
The terms "United States corporation" and "United operational unit or division with business activities that
States person" are found in the federal Internal were previously carried out as a part of the distributing
Revenue Code. corporation.  The term "restructuring transaction"

Industrial Restructuring Deduction.  The bill would including transactions commonly referred to as spin
allow certain taxpayers to exclude certain sales when offs, split ups, split offs, or type D reorganizations.
calculating the sales factor that is used to determine the
SBT base for either five or seven years.  The provision Sales and Use Taxes 
would apply to a "spun off corporation" that had been (Senate Bill 544/House Bill 4744)
included in  a combined or consolidated return in the
immediately preceding tax year; ceased to be included Apportionment.  The bills would specify that property
in the combined or consolidated return as a result of a granted an exemption in either the sales tax or the use
restructuring transaction that occurred after January 1, tax statute is exempt only to the extent that the property
1999; and whose SBT liability would otherwise have was used for exempt purposes.  The bills also would
been increased as a result of the restructuring specify that they intended to clarify that existing law as
transaction.  Such companies could exclude sales to a originally intended provides a prorated exemption.
purchaser that had been a member of the same However, in the case of the exemption for certain
affiliated group that had included the seller in the filing telecommunications equipment (that taxed under
of a combined or consolidated annual return but ceased Section 3a of the Use Tax Act), the provision that
to include the seller as a result of a restructuring property would be exempt only to the extent it was
transaction.  (This means sales by a spun off used for exempt purposes would be effective beginning
corporation to an entity that had been a member of the April 1, 1999.  Prior to that there would be no
same affiliated group until a restructuring would be apportionment.
excluded from the tax base.)

To qualify for this deduction for five years, the spun exemption would be rewritten and expanded for
off corporation would have to request approval in property sold after March 30, 1999.  The bills would
writing from the state treasurer and commit to an provide a definition of the term "industrial processing"
investment of at least $500 million of capital and a new definition of "industrial processor".
investment within the state within five years.  The five- Industrial processing would refer to the activity of
year period would begin with the first tax year converting or conditioning tangible personal property
following the tax year in which the restructuring was by changing the form, composition, quality,
completed.  The deduction would be available for an combination, or character of the property for ultimate
additional two years if the corporation made a similar sale at retail or for use in the manufacturing of a
request prior to the end of the sixth year following the product to be ultimately sold at retail.  The bill would
restructuring committing to invest at least $200 million specify that industrial processing begins when tangible
of capital investment during the next two years.  If a personal property begins movement from raw materials
corporation failed to make the required capital storage to begin industrial processing and ends when
investment (in either case), it would be required to file finished goods first come to rest in finished goods
amended returns, regardless of the expiration of the inventory storage.  The term "industrial processor"
four-year statute of limitations, and pay any additional would refer to a person who performs the activity of
tax due, plus interest.  With each request, the spun off converting or conditioning tangible personal property
corporation would have to provide the state treasurer for ultimate sale at retail or use in the
with a list of all corporations, limited liability

would mean a tax free distribution under Section 355,

Industrial Processing.  The industrial processing

1999 HLA 4744

239a

R
E

C
E

IV
E

D
 by M

SC
 6/12/2019 3:38:23 PM



H
ouse B

ills 4744 and 4745 and Senate B
ill 544 (7-16-99)

Analysis available @ http://www.michiganlegislature.org Page 5 of 12 Pages

manufacturing of a product to be ultimately sold at adapted to the user’s needs or equipment by the seller,
retail. only if the software is available for sale from a seller of

The bills would exempt sales of tangible personal modification or adaption.  (Only the last item is not
property not only to an industrial processor but also to found in current statutes.)
a person, whether or not an industrial processor, if the  
property was intended for ultimate use in and was used Industrial processing would not include purchasing,
in industrial processing by an industrial processor and receiving, or storage of raw materials; sales,
to a person  who used the property to perform an distribution, warehousing, shipping, or advertising
industrial processing activity for or on behalf of an activities; administrative, accounting or personnel
industrial processor. services; design, engineering, construction, or

The bill would specify that industrial processing would equipment; and plant security, fire prevention, or
include production or assembly; research or medical or hospital services.
experimental activities; engineering related to industrial
processing; inspection, quality control, or testing at Property eligible for an industrial processing
any time before materials or products first come to rest exemption would include property that becomes an
in finished goods inventory storage; planning, ingredient or component part of the finished product to
scheduling, supervision, or control of production or be sold ultimately at retail; machinery, equipment,
other exempt activities; design, construction, or tools, dies, patterns, foundations for machinery or
maintenance of production or other exempt machinery, equipment, or other processing equipment used in an
equipment and tooling; remanufacturing (overhauling, industrial processing activity and in their repair and
retrofitting, fabricating, or repairing a product or its maintenance; property  consumed or destroyed or that
component parts for ultimate sale at retail); processing loses its identity in an industrial processing activity;
of production scrap and waste up to the point it is tangible personal property, not permanently affixed
stored for removal of the plant of origin; recycling of and not becoming a structural part of real estate, that
used materials for ultimate sale at retail or reuse; becomes part of, or is used and consumed in
production material handling; and storage of in-process installation and maintenance of, systems used for an
materials.  Research or experimental activities would industrial processing activity; fuel or energy used or
not include ordinary testing or inspection of materials consumed for an industrial processing activity;
or products for quality control; efficiency surveys; machinery, equipment, or materials used within a plant
management surveys; market or consumer surveys; site or between plant sites operated by the same person
advertising or promotions; and research in connection for movement of tangible personal property in the
with literacy, historical, or similar projects. process of production; and office equipment, including

Also exempt would be a computer used in operating processing activity.
industrial processing equipment; equipment used in a
computer-assisted manufacturing system; equipment Property not eligible for an industrial processing
used in a computer-assisted design or engineering exemption includes tangible personal property
system integral to an industrial process; a subunit or permanently affixed and becoming a structural part of
electronic assembly constituting a component in a real estate including building utility systems such as
computer-integrated industrial processing system; heating, air conditioning, ventilating, plumbing,
computer equipment used in connection with the lighting, and electrical distribution, to the point of the
computer-assisted production, storage, and last transformer, switch, valve, or other device at
transmission of data if the equipment would have been which point usable power, water, gas, steam, or air is
exempt had the data transfer been made using tapes, diverted from distribution circuits for use in industrial
disks, CD-ROMS, or similar media by a company processing; office equipment, including data
whose business includes publishing doctoral processing equipment used for nonindustrial processing
dissertations and information archiving, and that sells purposes; office furniture or office supplies; and the
the majority of the company’s products to exempt industrial processor’s own product or finished good
nonprofit organizations; and equipment used in the that it uses or consumes for purposes other than
production of computer software that is offered for industrial processing; tangible personal property used
general sale to the public or software modified or for receiving and storage of materials, supplies, parts,

software on an as-is basis or as an end product without

maintenance of real property and nonprocessing

data processing equipment used for an industrial

or components purchased by the user
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or consumer; tangible personal property used for oil, gas, brine, or other natural resources; equipment,
receiving or storage of natural resources extracted by materials, and supplies used in the storing,
the user or consumer; vehicles, including special withdrawing, or distribution of oil, gas, or brine from
bodies or attachments, required to display a vehicle a storage facility; and vehicles required to display a
permit or license plate to operate on public highways, vehicle permit or license plate to operate on public
except for a vehicle bearing a manufacturer’s plate or highways.
a specially designed vehicle, together with parts, used
to mix and agitate materials at a plant or job site in the The term "extractive operations" would refer to the
concrete manufacturing process; tangible personal activity of taking or extracting for resale ore, oil, gas,
property used for the preparation of food or beverages coal, timber, stone, gravel, clay, minerals, or other
by a retailer for ultimate sale at retail through its own natural resource material.  An extractive operation
locations; tangible personal property used or consumed begins when contact is made with the actual type of
for the preservation or maintenance of a finished good natural raw product being recovered.  Extractive
once it first comes to rest in finished goods inventory operation includes all necessary processing operations
storage; returnable shipping containers or materials before shipment from the place of extraction.
(with some exceptions); and tangible personal property Extractive operations includes all necessary processing
used in the production of computer software originally operations and movement of the natural resource
designed for the exclusive use and special needs of the material until the point at which the natural raw
purchaser. product being recovered first comes to rest in finished

Extractive Operation Exemption.  The bills would
provide an exemption for the sale of tangible personal Rolling Stock.  Senate Bill 544 would exempt a sale of
property to an extractive operator for use or rolling stock purchased by an interstate motor carrier
consumption in extractive operations.  Extractive or for rental or lease to an interstate motor carrier and
operations would include the actual production of oil, used in interstate commerce.  Until May 1, 1999, the
gas, brine, or other natural resources.  Eligible General Sales Tax Act contained a partial exemption
property would include casing pipe or drive pipe; based on the amount of out-of-state usage of the rolling
tubing; well-pumping equipment; chemicals; stock.  The new exemption would be effective April
explosives or acids used in fracturing, acidizing, or 30, 1999.  The term "rolling stock" refers to a
shooting wells; Christmas trees, derricks, or other qualified truck, a trailer designed to be drawn behind
wellhead equipment; treatment tanks; piping, valves, a qualified truck, and parts affixed to either a qualified
or pumps used before movement or transportation of truck or a trailer designed to be drawn behind a
the natural resource from the production area; qualified truck.  A "qualified truck" means a
chemicals or acids used in the treatment of crude oil, commercial motor vehicle power unit that has two
gas, brine, or other natural resources; and tangible axles and a gross vehicle weight rating in excess of
personal property used or consumed in extracting the 10,000 pounds or a commercial motor vehicle power
lithologic units necessary to process iron ore. unit that has three or more axles.

Property not eligible for an exemption would include Bad Debt Deduction.  House Bill 4744 would place a
tangible personal property consumed or used in the bad debt deduction into the Use Tax Act similar to that
construction, alteration, improvement, or repair of which already exists for the sales tax.  (A recent court
buildings, storage tanks, and storage and housing decision has already put such a bad debt deduction into
facilities; tangible personal property consumed or used the statute.)  The bad debt deduction would be
in transporting the product from the place of effective beginning March 30, 1995.
extraction, except for tangible personal property
consumed or used in transporting extracted materials Hospital Property.  Both bills would rewrite an
from the extraction site to the place where the extracted exemption for contractors working on nonprofit
materials first come to rest in finished goods inventory hospitals for taxes levied after June 30, 1999.  A
storage; tangible personal property that is a product the longstanding exemption applies to the sale of tangible
extractive operator produces and that is consumed or personal property to a person directly engaged in the
used by the extractive operator for a purpose other business of constructing, altering, repairing, or
than the manufacturing or producing of a product for improving real estate for others to the extent that the
ultimate sale; equipment, materials, and supplies used property is affixed to and made a structural part of a
in exploring, prospecting, or drilling for nonprofit hospital or a nonprofit housing entity

goods inventory storage at the extraction site.
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qualified as exempt under Section 15a of the State
Housing Development Authority Act of 1966.  The
bills provide a new definition of "nonprofit hospital".
It would refer to that portion of a building owned or
operated by an entity licensed as a hospital under Part
215 of the Public Health Code and exempt under
Section 501(c)(3) of the federal Internal Revenue
Code; owned or operated by a governmental unit in
which medical attention is provided; or owned or
operated by an entity or entities exempt under Section
501(c)(2) or 501(c)(3) of the Internal Revenue Code in
which medical attention is provided.  The term would
also apply to that portion of real property necessary
and related to a building described above in which
medical attention is provided and a county long-term
medical care facility built after December 31, 1995.
The term "nonprofit hospital" does not include a
freestanding building or other real property of a
nursing home or skilled nursing facility; a hospice; or
a home for the aged.  The term "medical attention"
means that level of medical care in which a physician
provides acute care or active treatment of medical,
surgical, obstetrical, psychiatric, chronic, or
rehabilitative conditions that require observation,
diagnosis, and daily treatment by a physician.

For taxes levied after December 31, 1990 and before
July 1, 1999, the sales and use taxes would not apply
to a claimed exemption of tangible personal property
used in the construction, alteration, repair, or
improvement of the real estate for others to the extent
the property was affixed to and made a structural part
of a building of a nonprofit hospital, provided the
facility in question was a portion of a building that was
licensed under the health code and exempt under
Section 501(c)(3) of the Internal Revenue Code; was
owned or operated by a governmental unit and in
which medical attention was provided; or was owned
or operated by an entity or entities exempt under
Section 501(c)(2) or (3) of the Internal Revenue Code
and in which medical attention was provided.  Other
criteria would also have to be met.  The claimed
exemption would have to have been made in good
faith; a binding contract would have to have been
entered into for the construction, alteration, repair, or
improvement of the real estate or the affixation to the
building before July 1, 1999; and a claim for a refund
would have to be filed no later than July 15, 1999.
Also, the new provisions could not be applied to affect
any final decision of a court.

BACKGROUND INFORMATION:

SBT Origins and Theory.  The Single Business Tax
Act was adopted as Public Act 228 of 1975 and took
effect January 1, 1976.  The SBT replaced the
corporate income tax, the local property tax on
business inventory, the corporate franchise tax, and
several other smaller taxes, including the business
intangibles tax and separate privilege fees on financial
institutions, savings and loan companies, and domestic
insurance companies.  The new tax was proposed and
enacted while the state was, according to one observer,
"in the throes of one of its periodic fiscal crises, and .
. . desperately in need of additional revenue."  It was
intended to be revenue neutral, except that the
transition from the old set of taxes to a new single tax
was scheduled so as to produce a one-time $180
million windfall to the state treasury for 1975-76.   The
SBT was also expected to be a more stable source of
revenue than the corporate income tax.   Although
intended to be revenue neutral overall, the  change to
the tax system was expected to distribute the tax
burden differently among different kinds of businesses.
A November 1975 booklet from what was then the
Michigan Department of Commerce said, "Utilities and
other capital intensive firms and highly profitable
businesses will generally have a lighter tax burden
under the new law while professionals, less profitable
firms and unincorporated businesses may find their tax
burden somewhat increased."  In the years since then,
however, the tax has been greatly modified, often in
response to complaints from those claiming to be
disadvantaged or unduly burdened by the SBT.

(It should be noted that Michigan had another form of
value-added tax, called the business activities tax or
BAT from 1953 to 1967.  It was repealed and replaced
by the corporate income tax at about the same time the
state’s personal income tax was adopted.)

The single business tax was designed to be a value-
added tax or business activity tax, and  its architects
described it as a tax paid by businesses for "benefits
received" from government services rather than a tax
based mainly on "ability to pay" like the corporate
income tax.  A value-added tax is typically described
as a levy on the value a firm adds to goods and
services purchased from other firms, with the value
added by the handling or processing of the purchases
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through the use of labor, machinery, buildings, and the tax base.  Special provisions for certain retailers
capital.  A recent Department of Treasury publication (notably the Michigan-based Meijer and K-Mart
notes that value added can be measured in two ways: companies) allow them to use the CAD in effect prior
1) by measuring the difference between a firm’s sales to 1996, which permitted the deduction of investments
receipts and its purchases of materials and supplies made in any state multiplied by the apportionment
from other firms, called the subtraction method; or 2) factor.
by adding together profits, compensation costs, interest
paid, and depreciation, including direct taxes levied on In addition, the Single Business Tax Act has a number
these costs, referred to as the addition method.  The of exemptions, exclusions, credits, and alternative
Michigan SBT uses the second method.  The SBT is calculations.  These include the following.  
also typically described as being a consumption-type
value-added tax because it permits the cost of capital -- Farms are exempt from the tax.
expenditures to be deducted from the tax base in the
year that they are made.  It is termed a "modified" -- Insurance companies use a tax base that is 25 percent
consumption tax because it contains many variations of "adjusted receipts" as that term is defined in the act.
from a pure consumption value-added tax, including
exemptions, credits, and alternative methods of -- Firms with adjusted gross receipts below $250,000
calculation.  Some of these offer eligible firms the do not have to file a return or pay the tax.
ability to pay taxes based on profits or on gross
receipts (contrary to the theory of the value-added tax). -- The statutory exemption permits the deduction of

According to commentaries at the time and since, per shareholder available (up to $48,000).  The
advocates emphasized the following advantages of the exemption is reduced by $2 for each $1 of modified
SBT over the old system: revenue stability, compared business income over $45,000.  Modified business
with the erratic corporate income tax; the promotion of income is adjusted business income plus compensation
capital investment and creation of new jobs; the and director fees of shareholders, plus any loss
simplification of administration; the fairer, more equal carryovers.  (This is also explained as allowing the
treatment of businesses; and the improved image of the deduction to any firm whose total of business income
state with multinational corporations.  [These and shareholder compensation is below $67,500.)
"advantages" appear somewhat ironic given that today,
critics of the SBT indict the tax for lacking all of these -- The small business credit is available, up to 100
qualities, except revenue stability.] percent of tax liability, to firms whose gross receipts

Computing the Tax.  The SBT rate was lowered from income does not exceed $475,000, as long as no
the original 2.35 percent to 2.30 percent by Public Act officer or owner receives more than $115,000 as
247 of 1994.  The tax rate is applied to a firm’s tax compensation or as a share of business income.
base, which generally speaking is composed of labor Businesses that qualify can use one of two methods of
and other compensation costs, profits, depreciation, computing their SBT liability: 1) by claiming a credit
and interest paid.  For multi-state firms, the tax base is derived by dividing adjusted business income by 45
apportioned using a three-factor formula, involving the percent of the tax base; or 2) by using as their tax
proportion of payroll in the state to total payroll, the liability 2 percent of adjusted business income.
proportion of property in the state to total property,
and the proportion of sales in the state to total sales. -- An excess compensation deduction allows businesses
When the SBT was first enacted, each factor was whose compensation or labor costs are a high
treated equally.  Over time, the sales factor increased proportion of their tax base (in excess of 63 percent)
to 40 percent for 1991 and 1992; 50 percent for 1993- reduce their tax base by up to 37 percent.  For
1996; 80 percent for 1997 and 1998; and sales are example, a firm whose compensation costs constituted
currently weighted 90 percent with property and 80 percent of the SBT base could reduce the base by
payroll weighted 5 percent each.  Obviously, the 17 percent (80 minus 63).
increased reliance on sales provides an advantage to
firms that sell outside of Michigan. -- The gross receipts reduction specifies that the tax

A deduction from the tax base, known as the capital (Firms can calculate their tax based on 1.15 percent of
acquisition deduction or CAD, is allowed for 100 gross receipts.)
percent of capital investments made in Michigan.  For
multi-state companies, the CAD is apportioned using -- Unincorporated businesses can claim a credit varying
the same formula (now 5-5-90) used in apportioning from 10 percent to 20 percent of SBT liability based on

$45,000 from the tax base with an additional $12,000

do not exceed $10 million and whose adjusted business

base cannot exceed 50 percent of gross receipts.
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business income:  20 percent if business income is by Robert Kleine of Public Sector Consultants;
$20,000 or less; 15 percent if business income is Howard Heideman of the Office of Revenue and Tax
between $20,000 and $40,000; and 10 percent if Analysis in the Department of Treasury; and James H.
business income is over $40,000. Novis of Honigman Miller Schwartz and Cohn.  There

-- A number of other credits are available, including chapter by Robin Barlow and Jack S. Connell, Jr. in
credits granted by the Michigan Economic Growth Michigan’s Fiscal and Economic Structure, edited by
Authority (MEGA), credits for firms in enterprise Harvey Brazer and published in 1982; a 1978 report
zones and similar programs, as well as credits for by Kleine from the Advisory Commission on
certain specified charitable contributions and for Intergovernmental Relations; and 1984 report to the
historical preservation expenditures. House of Representatives by Douglas Drake.

Tax Payments.  SBT revenues for fiscal year 1999-
2000 were estimated at $2.48 billion.   (Another $202
million is anticipated from insurance company
retaliatory taxes and those revenues are sometimes
added to the SBT, producing a business tax total of
$2.682 billion.)  All SBT revenue goes to the general
fund.  SBT revenues are expected to constitute 11.66
percent of all state taxes and account for about 27.4
percent of general fund revenues.  The SBT
contributes about 7.5 percent of total state revenues
from all sources, including federal aid.  (See the
booklet State of Michigan Revenue Source and
Distribution issued March 1999 by the House Fiscal
Agency.)  These estimates precede the enactment of the
rate cut and other changes.

The Department of Treasury estimates that of the
approximately 250,000 businesses in Michigan, fewer
than 160,000 must file SBT returns and of those only
90,000 have any SBT liability.   Figures from 1994-95
indicate that nearly 90 percent of total revenues came
from fewer than 12 percent of taxpayers.  In 1996, the
largest 200 or so firms in the state paid over 30 percent
of total SBT revenues.

Useful sources on the Single Business Tax Act include
two booklets analyzing the tax from the Department of
Treasury, dated August 1994 and March 1998; the
Michigan Taxpayer’s Guide, produced by the
Legislative Service Bureau; and three papers produced
for the Fiscal 101 seminars sponsored by the  two
legislative fiscal agencies and Wayne State University

are also many useful older documents, including a

FISCAL IMPLICATIONS:

According to Department of Treasury estimates of 6-3-
99 provided by the House Fiscal Agency, the package
of bills would produce in fiscal year 1998-99 a $49.3
million increase to the general fund and a $94.1
million increase to the school aid fund.  In fiscal year
1999-2000, the bills would result in a reduction in
general fund revenue of $194.6 million and an increase
in school aid fund revenues of $7.4 million.  These
figures represent the effect the bills would have on the
consensus revenue estimates made prior to the tax
package being proposed.  Those estimates anticipated
the state losing revenue as a result of the Michigan Bell
case (described earlier).  The tax proposal would, in a
sense, "fix" the problem resulting from the court
decision and offset the anticipated lost revenues.  This
explains the revenue increases from the package.

The effects of the various tax changes are as follows,
according to information from the Office of Revenue
and Tax Analysis dated 6-3-99.

C 1998-99 General Fund/General Purpose revenues: A
loss of $87.6 million from the SBT rate cut; a loss of
$1.9 million from the change of treatment of rolling
stock in the sale and use taxes; and a gain of $137.9
million from the so-called Michigan Bell fix
(apportionment of the industrial processing
exemption).

C 1999-2000 General Fund/General Purpose revenues:
A loss of $213.8 million from the SBT rate  cut; a loss
of $13.5 million from the expanded industrial
processing exemption in the sales and use tax acts; and
a loss of $2.5 million from the rolling stock
exemptions.

C 1998-99 School Aid Fund revenues: A loss of $3.1
million from rolling stock exemption in the sales tax
and a gain of $97.2 million from the Michigan Bell
fix.
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C 1999-2000 School Aid Fund revenues: A loss of
$9.5 million from industrial processing changes; a loss When businesses are taxed, those taxes either go into
of $7.9 million from rolling stock exemptions; and a the cost of goods and services to consumers, come out
gain of $24.8 million from the Michigan Bell fix. of the wage packets of workers, or reduce profits that

ARGUMENTS:

For:
The gradual phaseout of the SBT promises businesses
their taxes will be reduced year after year.  It promises
that at least some portion of future state revenue
growth will go towards business tax relief.  (Just as
other recently enacted legislation will ensure that some
portion of future revenue growth will go towards
reduced personal income tax rates.)  This will make
Michigan and Michigan businesses more competitive
and will maintain and attract high paying jobs.  Cutting
business taxes means cutting the cost of doing business
and providing jobs.  Phasing out and eventually
eliminating the SBT will reduce a barrier to attracting
new investment in the state.  Michigan is the only state
with this kind of tax.  For years, public policy analysts
thought other states would follow Michigan’s lead and
adopt value-added taxes, but they have not.  Economic
development strategists say the very uniqueness and
unfamiliarity of the tax can be an impediment in selling
the state to new investors.  

The tax has been modified many times since its
introduction, typically in response to requests from
businesses seeking special treatment due to special
circumstances, to complaints from businesses who felt
they were being treated unfairly, or to court decisions
in cases brought by disgruntled businesses. But
changes to the tax have made it more complex.  Some
would say the tax is becoming evermore incoherent In addition to the SBT rate reduction and phaseout, the
and arbitrary as it departs bit by bit from the original package contains a number of other beneficial business
underlying theories.  In announcing the SBT phaseout, tax changes.  These include the following.
Governor Engler said, "We will no longer try to fix
what can’t be fixed."  This proposal ends the tinkering ** The capital acquisition deduction has a checkered,
with an unpopular, unpalatable tax, a tax under litigious history.  Under this proposal, it will be
constant threat of litigation, and simply phases it out replaced by an investment tax credit, similar to the
over time. kind of credit found in many other states.  The credit

The phaseout is a responsible approach that protects specialists doubt the current apportioned CAD can
the state budget from the sudden shock of instant withstand a lawsuit on constitutional grounds because
repeal or the prolonged uncertainty that would of its different treatment of investments inside and
accompany continual debate over how to modify or outside the state by multistate companies.  Rather than
replace the SBT.  Further, it contains a safety valve face the uncertainty and confusion that accompanies the
provision that would halt rate decreases during serious CAD, it is better to replace it with the more
budget difficulties. commonplace investment tax credit.  This will provide

otherwise could be distributed to shareholders or
reinvested, for example in research and development
activities.  This is what is meant by the claim that
"businesses don’t pay taxes but just collect them."
Cutting taxes for businesses that now face SBT liability
will have a positive overall effect on business activity
and the state economy.  As a result, all will eventually
benefit, including consumers, workers, and the smaller
non-SBT paying businesses, whose fortunes are often
tied to those of larger companies.

Moreover, it is not fair to say the proposal will
eliminate business taxes.  Besides the fact that the SBT
is to be phased out over many years (and not
eliminated immediately), businesses in the state pay
substantial amounts in real property taxes (not having
received cuts under Proposal A as large as individuals
received), personal property taxes (which only
businesses pay), and sales and use taxes, as well as a
wide variety of fees.  This will be just one of many tax
cuts initiated  in the 1990's.  Individuals, as opposed
to businesses, have been the beneficiaries of over
three-quarters of the cumulative tax cuts this decade,
according to administration figures.
Response:
If the SBT is such an odious, onerous tax, why leave
it in place for 20-plus years? Why not speed up the
phaseout and/or find some suitable alternative source
of revenue?

For:

will be for investments made in the state.  Some tax

strong incentives for businesses to invest in Michigan
and greater certainty in tax planning.
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** New provisions will make foreign companies doing Sales Tax Act.  House Bill 4744 ratifies that decision
business in Michigan subject to the SBT for some of and puts such a provision in the statute.
their activities even if they do not file a federal
corporate income tax return.  The principle behind this ** Two issues that have previously been part of other
is to prevent foreign firms from enjoying an unfair legislation are incorporated into this package, one that
advantage over Michigan-based or out-of-state U.S. would extend and expand the sales and use tax
firms doing business in the state. exemption for large trucks, trailers, parts (known as

**  Equipment used in industrial processing is exempt would clarify the term "hospital" for purpose of
from the sales and use taxes.  Some equipment is used administering an existing exemption for contractors
both for industrial processing and for other purposes doing construction work for nonprofit hospitals.
and the Department of Treasury’s longstanding
practice has been to apportion the exemption for
equipment used for exempt and non-exempt purposes.
A recent court decision on the treatment of
telecommunications equipment said there was no
statutory basis for the practice of apportioning
exemptions and prohibited it.  Instead, the court
allowed a full exemption when equipment was first
used for a tax-exempt purpose and continued to be
used substantially for tax exempt purposes. The
decision has the potential effect, generally speaking, of
expanding the industrial processing exemption for all
kinds of businesses.  This proposal reinstates the
practice retroactively, thus relieving the state from
having to pay large amounts of sales and use tax
refunds and avoiding the loss of future revenue.  (The
proposal applies only prospectively to
telecommunications companies, however.)

** The proposal would clarify and broaden the
industrial processing exemption.  Proponents of the
package say it would re-define when industrial
processing begins and ends; extend the exemption to
certain third parties working on behalf of industrial
processors, including those engaged in research and
experimental activities and product quality activities;
and expand the kind of waste removal and recycling
activities that qualify for the exemption.

**  The SBT contains a disincentive now for
companies to engage in restructuring or spin-offs
because such organizational changes can result in
higher taxes.  The industrial restructuring deduction
provides for a "hold harmless" period of up to seven
years for such changes by excluding from the tax base
calculation sales by the spun off company to a
company it had previously been affiliated with.  This
deduction will only be available to companies making
sizeable future investments in the state.

**  A recent court decision said the Use Tax Act
should be read as if it contained a bad debt deduction
parallel to that which has long existed in the General

rolling stock) used in interstate commerce; and one that

Against:
This proposal benefits large, wealthy corporations at
the expense of the rest of the state’s taxpayers.  Only
about 35 percent of the state’s businesses pay the SBT.
This means about 65 percent of the state’s businesses
get no direct relief from this proposal.  Critics say that
about 75 percent of SBT revenues come from 5 percent
of the state’s firms.  It is this 5 percent that will gain
the greatest benefit from this proposal.  All businesses
pay the personal property tax, another complicated
onerous tax.  Why not concentrate relief there?  Or,
why not target relief at small business by increasing the
gross receipts threshold to, say, one million dollars, so
that more businesses are exempt from taxation
altogether?  Or, why not remove health care costs from
the compensation portion of the SBT tax base as an
incentive for companies to provide or retain or expand
health care coverage for employees?  There are a
number of proposals preferable to the straight 23-year
phaseout of the SBT.  It is unfortunate that the
legislature did not take the time to evaluate the various
proposals one against another.

Furthermore, it should be noted that the SBT proposal
will actually increase the tax liability of some
companies over the short run because of the switch
from an apportioned capital acquisitions deduction to
a non-apportioned investment tax credit.  This will
work to the disadvantage, generally speaking, of firms
that operate entirely or mostly in the state of Michigan.
The proposal will also increase taxes for large retailers
(notably Meijer and K-Mart) who have only recently
begun to enjoy special treatment under the SBT for
capital investments.  With the switch from a CAD to
an ITC, these special provisions will be lost.
Telecommunications companies have also complained
about their treatment, arguing that their taxes will
increase due to the apportionment of exemptions for
central office equipment and the replacement of the
CAD with the ITC.  Reductions in the SBT rate will
take several years to offset the increases, they say.
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There is also concern about the impact of the What happens when there is an economic downturn,
provisions taxing foreign companies.  The original when tax revenues are not so robust?  Will the state be
proposal outraged Canadian manufacturers, able to meet its obligations and the needs of its
particularly auto parts manufacturers, and some critics residents if it forgoes billions of dollars of revenue
warned of a trade war.  While the provisions relating over the next two decades?  Wouldn’t it be better to
to foreign companies have been modified as a result, give today’s tax cuts a shorter horizon and let future
their effects still will bear watching. legislatures determine how much revenue is needed

Against:
With the large surpluses anticipated for state
government, tax relief should be targeted towards
individuals not businesses.  Michigan’s economic
development record in recent years appears to be This proposal, like the earlier income tax cuts,
outstanding; the state’s tax structure does not appear to represents a statement of priorities and locks in a
be having a negative effect on Michigan’s ability to policy of returning a portion of future revenue growth
compete with other states for new business and job to taxpayers.  It represents a commitment to ongoing
growth.  On the other hand, many of the state’s tax relief.  Nothing in the proposal prevents future
families are financially squeezed.  Eliminating the SBT legislatures from taking the actions they determine
will mean that a disproportionate amount of the tax necessary regarding taxing and spending.
burden will fall on individual taxpayers.  There are
many alternative ways of addressing the current budget
surpluses.  House Democrats, for example, have
proposed a $50 per person rebate, which would benefit
all individuals equally.  Some people advocate the
creation of a state credit to piggyback on the federal
earned income tax credit; that would benefit the
working poor.  But however tax relief is provided, it
should be aimed at working families and not at the
state’s largest and wealthiest corporations.

Against:
Defenders of the SBT would say that the concept of the
value-added tax is a good one and that the tax ought to
be preserved and reformed.  While the tax has become
extremely complicated, that is in part because of the
many changes made in response to its critics.  Many of
these changes (and criticisms) were unwarranted and
based on a misunderstanding of the theory behind the
tax.  It is exasperating that attempts to placate SBT
critics and improve public perceptions of the tax lead
inevitably to complaints that the subsequent
modifications have made the tax too complicated.  A
return to a simpler, widely applied value-added tax
with a low rate and few exceptions and exclusions
would be preferable to a phaseout and repeal.   After
all, businesses ought to help pay for the government
services from which they, along with others, benefit.
Business benefits from spending on transportation,
education, and the legal system, among many other
services, and ought to contribute to their support.

Against:

Is it wise to project tax cuts so far into the future?

based on assessments made at the time?  It is difficult
to imagine that the state can eliminate one of its major
revenue sources, even if gradually, and still be able to
fully fund state government operations.
Response:

Analyst: C. Couch

#This analysis was prepared by nonpartisan House staff for use by
House members in their deliberations, and does not constitute an
official statement of legislative intent.
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Disclosure 
 

This manual is not intended as a statement of law, Department policy, or of the 
Treasurer’s official position.  The information contained in this manual has been 
prepared as instructional text.  The purpose of this manual is to explain key provisions 
of the General Sales Tax Act and Use Tax Act. 
 
Any references in this manual to Rules, Revenue Administrative Bulletins (RABs), 
Internal Policy Directives (IPDs) and Letter Rulings are based on the most recent 
versions available as of the date of this edition.  The materials will be reviewed regularly 
and revised as needed.  Where changes in the law supersede and conflict with anything 
in this document then the new law shall control. 
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Chapter 1 – Introduction and Overview 
 
The State of Michigan allows an industrial processing (IP) exemption from sales and 
use tax.  The industrial processing exemption is limited to specific property and 
activities.  
 
The General Sales Tax Act defines industrial processing as “the activity of converting 
or conditioning tangible personal property by changing the form, composition, quality, 
combination, or character of the property for ultimate sale at retail or for use in the 
manufacturing of a product to be ultimately sold at retail.  Industrial processing begins 
when tangible personal property begins movement from raw materials storage to begin 
industrial processing and ends when finished goods first come to rest in finished goods 
inventory storage.”  The General Sales Tax Act defines industrial processor as “a 
person who performs the activity of converting or conditioning tangible personal 
property for ultimate sale at retail or use in the manufacturing of a product to be 
ultimately sold at retail.”  
 
The Use Tax Act’s definition of both industrial processing and industrial processor 
is more expansive than the General Sales Tax Act definition by including property that is 
“affixed to and made a structural part of real estate located in another state.”   
 
Additionally, “the consumption or use of the tangible personal property rather than the 
kind or character of the property sold is the determining factor as to whether or not such 
a sale is taxable.”  
 
The exemption applies to sales to: 
 

• An industrial processor for use in industrial processing 
 

• A person, even if the person is not an industrial processor, if the tangible 
personal property is used in industrial processing  

 
Example 1:  

 
 Parent Corp. is a California-based distributor of automobiles.  It does no actual 

manufacturing itself as all production is farmed out to Subsidiary Corp., a wholly 
owned subsidiary located in Detroit, Michigan.  Parent Corp. has purchased dies 
for $10,000,000 that will be used by Subsidiary Corp. in the actual manufacturing 
of automobiles.  Is Parent Corp. liable for sales or use tax on the purchase of the 
dies delivered to it in Michigan? 

 
Answer:  

 
 No.  The dies are exempt because they are used by an industrial processor 

(Subsidiary Corp.) in an industrial processing activity. 
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• A person, even if the person is not an industrial processor, if the tangible 

personal property is used by that person to perform an industrial processing 
activity for or on behalf of an industrial processor 
 

• A person, even if the person is not an industrial processor, if the tangible 
personal property is one of the following: 
 

• A computer used in operating industrial processing equipment  
 
• Equipment used in a computer assisted manufacturing system 
 
• Equipment used in a computer assisted design or engineering system 

integral to an industrial process. 
 
• A subunit or electronic assembly comprising a component in a computer 

integrated industrial processing system 
 
• Computer equipment used in connection with the computer assisted 

production, storage, and transmission of data if the equipment would have 
been exempt had the data transfer been made using tapes, disks, CD-
ROMs, or similar media by a company whose business includes 
publishing doctoral dissertations and information archiving, and that sells 
the majority of the company’s products to nonprofit organizations exempt 
under section 4(1)(w) of the Use Tax Act 

 
• Equipment used in the production of prewritten computer software  

 
Common and statutory meaning of certain industrial processing terms: 

 
• Convert or Condition: To change the form, composition, quality, combination, 

or character of property  
 
• Quality: The essential character of something 
 
• Combination: Something resulting from the combining of two or more things 
 
• Form: The contour and structure of something as distinguished from its 

substance  
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• Composition: A putting together of parts or elements to form a whole; a 
combining; the manner in which such parts are combined or related; constitution 
or make-up; the result or product of composing or mixture; compound 
 

• Character: The combination of qualities or features that distinguishes one thing 
from another  

 
• Product: As used in the context of research or experimental activity, means 

prototype, pilot model, process, formula, invention, technique, patent, or similar 
property, whether intended to be used in a business or to be sold, transferred, 
leased or licensed   

 
• Remanufacturing: The activity of overhauling, retrofitting, fabricating, or 

repairing a product or its component parts for ultimate sale at retail  
 

• Research or experimental activity: Activity incident to the development, 
discovery, or modification of a product or a product related process.  Research or 
experimental activity also includes activity necessary for a product to satisfy a 
government standard or to receive government approval.  Research or 
experimental activity does not include the following: 

 
• Ordinary testing or inspection of materials or products for quality control 

purposes 
 
• Efficiency surveys 
 
• Management surveys 
 
• Market or consumer surveys 
 
• Advertising or promotions 
 
• Research in connection with literacy, historical, or similar projects 

 
Industrial processing includes the following activities: 
  

• Production or assembly 
 

• Remanufacturing 
 
• Recycling of used material for ultimate sale at retail 

 
• Research or experimental activities 
 
• Engineering related to industrial processing 
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• Inspection, quality control or testing to determine whether the materials, products 
or processes conform to specified parameters at any time before the materials or 
products first come to rest in finished goods inventory storage 
 

• Planning, scheduling, supervision or control of production or other exempt 
activities 

 
• Design, construction, or maintenance of production or other exempt machinery, 

equipment and tooling 
 

• Processing of production scrap and waste up to the point it is stored for removal 
from the plant of origin 

 
• Production material handling 

 
• Storage of in-process materials 

 
Property that qualifies for the industrial processing exemption includes: 

 
• Property that becomes an ingredient or component part of the finished product 

that is ultimately sold at retail or affixed to real estate located in another state 
 

• Machinery, equipment, tools, dies, patterns, foundations for machinery or 
equipment, or other processing equipment used in an industrial processing 
activity and in their repair and maintenance 

 
• Property that is consumed, destroyed or loses its identity in an industrial 

processing activity 
 

• Tangible personal property, not permanently affixed and not becoming a 
structural part of realty that becomes a part of, or is used and consumed in  
installation and maintenance of systems used for an industrial processing activity 

 
• Fuel or energy used or consumed for an industrial process  

 
• Machinery, equipment and materials used within a plant site or between plant 

sites (of the same entity) for movement of tangible personal property in the 
process of production  This includes front end loaders, forklifts, pettibone lifts, 
skidsters, multipurpose loaders, knuckle-boom log loaders, tractors, and log 
loaders used to unload logs from trucks at a saw mill site for the purpose of 
processing at the site and to load lumber onto trucks at a saw mill site for 
purposes of transportation from the site 

 
• Office equipment or data processing equipment used for industrial processing 

activities 
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• Vehicles bearing a manufacturer’s plate or vehicles specifically designed, 
together with parts, used to mix and agitate materials at a plant or job site in the 
concrete manufacturing process 

 
The following activities are not exempt:  
 

• Purchasing, receiving or storage of raw materials 
 

• Sales, distribution, warehousing, shipping or advertising activities 
 
• Administrative, accounting or personnel services 

 
• Design, engineering, construction or maintenance of real property and non-

processing equipment 
 
• Plant security, fire prevention, medical or hospital services 

 
The following types of property do not qualify for the industrial processing exemption: 
  

• Tangible personal property permanently affixed and becoming a structural part of 
real estate including building utility systems to the point of the last transformer, 
switch, valve, or other device at which point usable power, water, gas, steam, or 
air is diverted from distribution circuits for use in industrial processing 
  

• Office equipment, including data processing equipment not used for industrial 
processing purposes 

 
• All office furniture or office supplies, regardless of use 

 
• Inventory withdrawals that the manufacturer uses or consumes for purposes 

other than industrial processing 
 
• Tangible personal property used for receiving and storage of materials, supplies, 

parts, or components purchased by the user or consumer, or natural resources 
extracted by the user or consumer  
 

• Vehicles, including special bodies or attachments, required to display a vehicle 
permit or license plate to operate on public highways (except for vehicles bearing 
a manufacturer’s plate or vehicles used in the concrete manufacturing process as 
noted above) 

 
• Tangible personal property used for the preparation of food or beverages by a 

retailer for ultimate sale at retail through its own locations 
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• Tangible personal property used for the preservation or maintenance of a 
finished good once it first comes to rest in finished goods storage.  Returnable 
shipping containers or materials, except those used within a plant site or between 
plant sites operated by the same entity for movement of in-process materials 

 
• Tangible personal property used in the production of custom software 

 
References pertaining to this information can be found in the index under Chapter 1 
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Chapter 2 – Activities of Processors that May Not Qualify for Exemption 
 
A person may be engaged in non-industrial processing activities in addition to its 
industrial processing activities.  Many services, such as engineering, inspection, design, 
planning, scheduling, material handling, and research, constitute industrial processing.  
However, if those same services are sold or used separately from the industrial 
processing activity that portion of the service is subject to tax.  
 
The taxability of selected activities is listed below.   
 

 
No. 

 
Activity 

 
Taxability 

1 A printer prints on stock furnished by the customer.  
See the “Printers” section of this text for exceptions Taxable 

2 A printer binds books furnished by another printer.  See 
the “Printers” section of this text for exceptions Exempt 

3 A printer binds books furnished by a non-processor.  
See the “Printers” section of this text for exceptions Taxable 

4 
Photographs are returned to a photographer to color or 
tint the photographs and the coloring or tinting is 
included in a quoted price.   

Taxable 

5 A sign manufacturer paints signs owned by an 
advertising agency   Taxable 

6 
A tire company purchases old tires and retreads them 
for sale to others.  See the “Reconditioning/ 
Remanufacturing” section of this text   

Exempt 

7 A tire company retreads or vulcanizes tires supplied by 
a trucking company 

Taxable (materials 
sold only, labor 
charges billed 

separately are not 
taxable) 

8 
A pallet manufacturer repairs pallets owned by a soap 
manufacturer that used the pallets in their in-process 
storage area 

Exempt 

9 A heat-treat company hardens steel to be used by an 
automobile manufacturer as parts for an automobile Exempt 

10 
A heat-treat company heat-treats dies owned by an 
automobile manufacturer that are used in an industrial 
processing activity 
 

Exempt 
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11 

A gravel mining and crushing operation has portable 
equipment that crushes and refines product under 
four scenarios: 

• For other mining operations 
• At its own pits  (for resale) 
• For contractors (not for resale) 
• For county road commissions (not for resale) 

 
 
 

Exempt 
Exempt 
Taxable 
Taxable 

12 

A company manufactures spiral stairways and 
handrails.  The stairways, etc. are custom made to 
specific customer requirements and affixed to realty.  
The company does not maintain an inventory or 
price list or make sales at retail.   

Taxable 

13 
A company manufactures spiral stairways and 
handrails.  The stairways, etc. are custom made to 
specific customer requirements and sold at retail. 

Exempt 

14 
A conveyor manufacturer has employees fabricate, 
assemble and install the conveyor parts at the 
customer’s (an industrial processor’s) plant for use 
in industrial processing 

Exempt 
 

15 
A window manufacturer maintains a price list.  The 
manufacturer used tools at the job site to install the 
windows.  

Taxable 

 
 
References pertaining to this information can be found in the index under Chapter 2 
 
  

IP Manual

260a

R
E

C
E

IV
E

D
 by M

SC
 6/12/2019 3:38:23 PM



Michigan Department of Treasury 
Tax Compliance Bureau 

June 2015 
Page 14 of 96 

Chapter 3 – Industrial Processing Beginning and End 
 
For determining where the industrial processing exemption begins and ends we need to 
look at the statute, supporting rules and binding case law.  
 
The language in the General Sales Tax Act and in the Use Tax Act provides that 
“industrial processing begins when tangible personal property begins movement from 
raw materials storage to begin industrial processing and ends when finished goods first 
come to rest in finished goods inventory.” 
 
Therefore, any property used to receive raw materials, prior to being placed in raw 
materials storage, is subject to tax.  Likewise, any property used to move materials after 
they have come to rest in finished goods inventory is taxable.  The movement of raw 
material from raw materials inventory is exempt whether it goes directly to the 
production machinery or to a staging area near the production process.  The movement 
of the material is exempt if the production process drives the movement of the material 
from raw materials storage. 
 
The exemption ends when the manufactured goods come to rest in finished goods 
inventory.  The movement to or from boxing, bagging, shrink-wrapping or other 
packaging operations is exempt if it is done before the finished goods come to rest in 
finished goods inventory. 
 
References pertaining to this information can be found in the index under Chapter 3 
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Chapter 4 – Cement Trucks 
 
A specially designed vehicle used to mix cement and agitate materials is eligible for an 
industrial processing exemption.  The material may be added at a plant or job site.  The 
truck, tires and repair parts attached to the cement delivery truck body or to the mixer 
are exempt.  This exemption is available only for a concrete manufacturer.  Consumable 
supplies such as gasoline, oil, antifreeze, windshield washer solvent, transmission fluid, 
brake fluid, etc. are subject to tax.  
 

Note: Global Positioning Systems (GPS) and after-market communication 
equipment are subject to tax. 

 
Note:  Boom trucks, conveyors, gravel trains and trailers, and other types 

of apparatus at the job site owned by a separate company or 
contractor that do not mix or agitate the product are subject to tax. 

 
If a concrete manufacturer does not make retail sales but instead consumes all the 
concrete on its own jobs, it would not be entitled to an exemption for its cement trucks, 
equipment or supplies.  If the concrete manufacturer makes retail sales in addition to 
consuming concrete on its own jobs, the exemption should be apportioned. 
 

Note: Tires and repair parts used on gravel trains, trailers, etc. are not 
eligible for the industrial processing exemption.  A repair facility 
usually does work on cement trucks, loaders, highway tractors and 
trailers.  Invoices must show that repair parts were attached to a 
cement mixer or truck. 

 
  References pertaining to this information can be found in the index under Chapter 4 
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Chapter 5 – Computer Software Manufacturing 
 
The classification of computer software as “prewritten” or “custom” determines whether 
the act of producing the software qualifies as industrial processing.   
 
Definitions: 
 

1. Computer software means a set of coded instructions designed to cause a 
computer or automatic data processing equipment to perform a task  

 
2. Prewritten computer software means computer software, including prewritten 

upgrades, that is delivered by any means and that is not designed and developed 
by the author or other creator to the specifications of a specific purchaser [e.g. 
custom software]   

 
3. Custom Software is designed for the exclusive use and special needs of a 

customer 
 
Prewritten Computer Software: Equipment, supplies, utilities, etc. used to produce 
prewritten computer software are eligible for the industrial processing exemption.  
 
Equipment, supplies, utilities, etc. used to modify prewritten computer software, whether 
separately itemized for sales tax purposes or not, are also eligible for the industrial 
processing exemption.  
 
An industrial processor cannot claim the exemption for equipment used to modify a 
prewritten accounting software package for its own use because the software will not be 
used in industrial processing and there is no ultimate sale at retail.  However, equipment 
used in the production of prewritten computer software that is available for ultimate sale 
at retail on an as-is basis without modification or adaptation qualifies for the industrial 
processing exemption. 
 
Custom Software: The sale of custom software is a tax-exempt retail sale, but the 
equipment, supplies, and utilities used are not eligible for the industrial processing 
exemption. 
 
References pertaining to this information can be found in the index under Chapter 5 
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Chapter 6 – Computer Studies 
 
Computers purchased or leased by industrial processors can be used in both taxable 
and exempt functions.  The property is exempt only to the extent that it is used for the 
purpose stated in the applicable sales or use tax act.  The exemption is limited to the 
percentage of exempt use to total use determined by a reasonable formula or method 
approved by the Department. 
 
Computers and equipment used in CAD/CAM may not be used only to design or 
develop products and parts.  Care should be taken when reviewing both servicers and 
industrial processors to determine if the equipment is used in a taxable function. 
 
Example 1: 
 
A computer program used to design real property floor plans is taxable, but the same 
computer program used to design a floor plan for an industrial processor's exempt 
machinery is exempt. 
 
Example 2: 
 
A computer program used in a post-production function is not exempt.  A post 
production function is any function performed after the product first comes to rest in 
finished goods inventory storage. 
 
Prewritten computer software may be taxable at a different percentage than the 
computer equipment it is used on.  If the usage of the software can be specifically 
identified, tax should be applied on that basis.  Otherwise, perform a computer study.  It 
does not matter if the software is purchased, leased, or downloaded.  
 
Computers or computer servers located in Michigan that perform industrial processing 
functions for both in-state and out-of-state manufacturing divisions are exempt to the 
extent used in performing industrial processing functions. 
 
Computer cables, servers, printers and monitors used in inter-plant or intra-plant 
transmissions within the same legal entity are taxed on the determined computer 
equipment percentages, not as communication devices.  Routers, and network 
hookups, etc. are not just communications devices and thus would not always be 100% 
taxable.  A separate study for routers, switches, and network hookups should be 
performed if the amounts are material. 
 
In general, the following functions would be considered taxable: 
 

• Billing 
 

• Order entry 
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• Communication including plant to plant (within the same entity), plant to 
customer; plant to vendor, EDI, e-mail, etc. 
 

• Payroll 
 
• Accounting 

 
• Sales/Marketing 
 
• Shipping   

 
• Raw material receiving and finished goods inventory control 

 
The following computer activities would generally be considered exempt: 
 

• Order summary by product (for production scheduling) 
 

• Production control forecasting 
 
• In-process product testing 

 
• Product design 
 
• Production machinery operation 
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Taxability Chart - Computer Functions for Industrial Processors 
 

No. Description of Function Tax 
Status Reason 

1 Accounts payable Taxable Accounting 
2 Capital asset system Taxable Accounting 

3 Computers used to operate exempt 
machines Exempt Machinery used in 

IP 

4 Computers used to operate taxable 
machines Taxable Operates taxable 

equipment 

5 Daily production report for production 
scheduling Exempt Production 

scheduling 

6 Daily production report for raw material 
ordering Taxable Purchasing 

7 Daily production report used for cost 
accounting Taxable Accounting 

8 Defective work-in-process inventory 
exception report used to improve process Exempt Quality control 

9 Design of manufacturing machine layout Exempt Production control 
10 Design of real property floor plan Taxable Administrative 

11 Direct computer ordering from mfg. to 
supplier (EDI ordering) Taxable Purchasing 

12 Direct labor variance report Taxable Accounting 
13 EDAP auditing Taxable Accounting 
14 Financial analysis & forecasting Taxable Accounting 
15 General ledger Taxable Accounting 

16 In-state production scheduling for outstate 
division Exempt Production 

scheduling 

17 
 

Inventory exception report for defective 
raw material used to adjust payment to 
vendor (if necessary) 

Taxable Administrative 

18 Inventory management for finished goods Taxable Accounting/ admin. 
19 Inventory management for raw material Taxable Receiving 

20 Inventory management for work in process 
for cost accounting Taxable Accounting 

21 Inventory management for work in process 
for production scheduling Exempt Production 

scheduling 
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No. Description of Function Tax 
Status Reason 

22 

Labels directly placed on the final product 
or product container before it is placed in 
finished goods inventory 
(bar code labels, UPC labels, 
mailing/shipping labels, advertising labels) 

Exempt Resale 

23 Order report printed by product and 
customer for production scheduling Exempt Production 

scheduling 
24 Personnel/admin/payroll Taxable Accounting/admin. 

25 
Printed materials-bills of lading, packing 
slips, product surveys, advertising 
brochures, product catalogs, etc. 

Taxable Administrative/ 
shipping 

26 Forecast of orders by product for 
production scheduling Exempt Production 

scheduling 
27 Forecast of potential sales by product Taxable Sales 

28 Production personnel scheduling-overtime 
for non-production activities Taxable Administrative 

29 Production personnel scheduling-overtime 
-to track overtime hours Taxable Administrative 

30 
Production personnel scheduling-overtime-
-to determine manpower requirements for 
continued production 

Exempt Production 
scheduling 

31 Production personnel scheduling-vacation  
to track overtime hours Taxable Administrative 

32 
Production personnel scheduling-vacation-
-to determine manpower requirements for 
continued production 

Exempt Production 
scheduling 

33 
Production report detailing causes of work 
stoppages used to improve the production 
process 

Exempt Production 
scheduling 

34 
Production report detailing frequency of 
defective in-process material used to 
improve production process 

Exempt 
Production 

scheduling/ quality 
control 

35 Production scheduling Exempt Prod. Scheduling 
36 Purchase order entry Taxable Purchasing 
37 Purchasing Taxable Purchasing 

38 Quality control inspection report of raw 
materials 

Taxable 
 

Administrative 
 

39 Quality control of in-process material Exempt Inspection/ quality 
control 

40 Raw material usage report Taxable Purchasing 
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No. Description of Function Tax 
Status Reason 

41 
Raw materials report used to determine 
amount to pay vendor or to decide to keep 
or replace vendor 

Taxable Accounting 

42 
Rescheduling ongoing production to 
accommodate installation of production 
equipment 

Exempt Production 
scheduling 

43 Safety manual Taxable Safety and training 
44 Sales analysis Taxable Sales 
45 Sales history report Taxable Sales 
46 Sales invoice generation Taxable Accounting 
47 Sales order entry Taxable Sales 
48 Sales report printed by product & customer Taxable Accounting/ sales 

49 
Scheduling of employees involved in 
installation of production equipment 
(not to be misinterpreted as production 
scheduling) 

Taxable Administrative 

50 Scheduling of production machine 
maintenance or repair Exempt 

Processing 
machine 

maintenance 

51 Scheduling removal of existing production 
equipment Taxable Production ceased 

52 Scrap report Taxable Cost accounting 
53 Summary of completed orders by product Taxable Sales 

54 Summary of pending orders for production 
scheduling Exempt Production 

scheduling 
55 Warranty information & administration Taxable Administrative 

 
 
References pertaining to this information can be found in the index under Chapter 6 
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Chapter 7 – Computers Used in Industrial Processing by Servicers 
 
A servicer is a person who is regularly and exclusively engaged in the business of 
repairing, improving, or altering tangible personal property owned by others when the 
value of the material used is incidental or negligible.  Sales of equipment, materials, and 
supplies to such persons are generally taxable unless the servicer is performing 
industrial processing services.  
 
Both the General Sales Tax Act and Use Tax Act grant the exemption to servicers who 
purchase or lease: 
 

1. Computers used in operating industrial processing equipment 
 

2. Equipment used in a computer assisted manufacturing system 
 

3. Equipment used in a computer assisted design or engineering system integral to 
an industrial process 

 
4. A subunit or electronic assembly comprising a component in a computer 

integrated industrial processing system 
 

5. Computer equipment used in connection with the computer assisted production, 
storage, and transmission of data if the equipment would have been exempt had 
the data transfer been made using tapes, disks, CD-ROMs, or similar media by a 
company whose business includes publishing doctoral dissertations and 
information archiving, and that sells the majority of the company's products to 
nonprofit organizations exempt under MCL 205.94q 

 
6.  Equipment used in the production of prewritten computer software 

 
The above exemptions are based on the use of the equipment rather than the nature 
of the purchaser’s business. 
 
Computers or computer main frames owned by servicers and located in Michigan that 
perform any of the above activities for an out-of-state company are exempt or partially 
exempt from tax, based on the amount of time used in the above activities.  
 
Examples of exemptions are: 
 

• Computers programmed to operate robotics on an assembly line 
 

• Robotics on the assembly line owned by the servicer operating the equipment 
 
• Computers that design the final product and/or any component part of the final 

manufactured product 
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• Servicer-owned circuit boards in computers used to operate paint application 
systems 
 

• Experimental research (R & D) 
 
• Research and development for or on behalf of an industrial processor 

 
• Items used or consumed in the CAD/CAM process that would be exempt for the 

industrial processor 
 
Examples of taxable usage of computers and CAD software: 

 
• Designing buildings by engineering firms 

 
• Designing the layout of a home or kitchen by lumber yard companies or 

specialized kitchen designers 
 
• Determining the stress loads for floor joists on load-bearing walls by lumber 

wholesalers or lumber yard companies 
 

• A finished goods inventory retrieval system or stores account 
 
• Engineering design and development not directly related to the manufacturing 

design process including any post-finished goods inventory storage activities 
 

• Testing products for defects for an industrial processor (exempt if performed prior 
to the product coming to rest in finished goods inventory storage) 

 
References pertaining to this information can be found in the index under Chapter 7 
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Chapter 8 – Conversion of Tangible Personal Property from an Exempt Use to a 
Taxable Use 
 
Beginning 10/02/2007, the Use Tax Act defines convert to mean putting a service or 
tangible personal property acquired for a use exempt from the tax levied under this act 
at the time of acquisition to a use that is not exempt from the tax levied under this act, 
whether the use is in whole or in part, or permanent or not permanent.  A motor vehicle 
purchased for resale by a new vehicle dealer licensed under section 248(8)(a) of the 
Michigan vehicle code, and not titled in the name of the dealer shall not be considered 
to be converted prior to sale or lease by that dealer.  This act is retroactive and is 
effective beginning September 20, 2002, and also applies for all tax years (even for 
periods prior to September 20, 2002) that are open under the Revenue Act’s Statute of 
Limitations.  
 
In addition, the definition of purchase under the Use Tax Act includes converting 
tangible personal property acquired for a use exempt from the tax levied under this act 
to a use not exempt from the tax levied under this act.  The Use Tax Act also states, as 
part of the definition of use, that converting tangible personal property acquired for a 
use exempt from the tax levied under this act to a use not exempt from the tax levied 
under this act is a taxable use.   
 
Application for all Taxpayer and Business Types 
 
The following items should be considered in relation to the definition of convert: 
 

1. With the exception of certain motor vehicles (discussed below) all tangible 
personal property and all services can be converted from an exempt use to a 
taxable use 

 
2. Conversion under the statute is a 1-way scenario and will only result in a tax.  No 

credits or refunds are available when tangible personal property or services are 
converted from a taxable use to an exempt use 

 
3. With the exception of new vehicle dealers, the act does not specify a different tax 

base upon which use tax is calculated when property or services are converted; 
therefore, the tax base is the original purchase price 

 
4. Strict and rigid application of the conversion language should not be used for 

industrial processing 
 

a. Items that are obsolete or whose useful life has been exhausted for their 
intended purpose may have only immaterial or salvage value.  Such items are 
not converted when used for other purposes and may be disregarded in the 
course of an IP audit 
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b. Items that are not obsolete but instead have been converted to another use 
because of a change in business operations should not be disregarded by 
auditors 

 
References pertaining to this information can be found in the index under Chapter 8  
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Chapter 9 – Delivery – Just in Time 
 
The just in time delivery system is a highly interactive system of delivering products to 
the customer based on the customer’s production requirements.  The system usually 
involves the exchange of electronic data between the customer and the supplier. 
 
No matter how coordinated the activities of the supplier’s production and the customer’s 
manufacturing schedule, the industrial processing activities of the supplier and the 
customer stand on their own separate merits. 
 
From the delivery standpoint, there is a completed product that needs to be shipped to 
the customer.  There is still a point where the product is complete prior to the shipping 
activity.  The accumulation point or short term holding area would be considered 
finished goods inventory, therefore the shipping functions are taxable. 
 
From the receiving standpoint, there is still a receiving function even though the product 
may go to a production staging area or directly into the production area to start the 
production process.  The receiving functions are taxable when the items are received 
from an outside supplier (not part of the same legal entity).  The movement of the 
purchased products to a raw material inventory location is a taxable use of equipment.  
The exempt uses of automated equipment begin when raw materials are removed from 
storage.  
 
Automated equipment used for shipping or receiving is often the same equipment used 
to take the products to, from, or through the production areas. 
 
Several uses for the same automated equipment will create the need to compute 
taxable and nontaxable percentages for the equipment.  This can be accomplished by 
measuring the time spent on each activity or by counting the taxable and nontaxable 
movements or using some other method of generating a reasonable taxable 
percentage. 
 
Industrial processing begins when eligible property is removed from raw materials 
storage.  This is easily identified when there is clear and identifiable raw material 
storage, but it becomes more difficult to identify receiving from exempt material handling 
activities when the purchaser’s operations are highly automated. 
  
The taxable and nontaxable areas of just in time inventory scheduling can be 
demonstrated with examples.  The following examples assume the customer uses just 
in time delivery scheduling with its suppliers.  The examples start with a low degree of 
automation and progress to a higher level of automation.  
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Example 1: 
 
The purchased parts are received at the receiving dock via truck.  A forklift unloads the 
parts and puts them in a raw material inventory to be taken to the production area later.  
All equipment used to unload and handle raw material is taxable. 
 
Example 2: 
 
The purchased parts are received at the receiving dock via truck.  A forklift unloads the 
parts and puts them in an open area in the receiving department.  After the truck is 
unloaded, the parts are taken to the production area.  The equipment used to unload 
the truck is taxable.  The equipment used to move the parts to the production area is 
exempt. 
 
Example 3: 
 
The purchased parts are received at the receiving dock via truck.  A visual inspection 
and manual inventory count are performed on the truck.  The receiving area uses a 
conveyor to unload the truck.  The parts are put in an open area in the receiving 
department.  The parts are immediately taken to the production area by a different 
conveyor.  The equipment used to unload the truck is taxable.  The equipment used to 
move the parts to the production area is exempt. 
 
Example 4: 
 
The purchased parts are received at the receiving dock via truck.  On the truck a visual 
inspection and manual inventory count is performed.  The trucks are designed with a 
track that allows the parts to roll out of the truck.  The truck receiving area is designed 
with a slope toward the building.  The parts are unloaded directly onto a conveyor via 
use of the track and gravity.  After leaving the truck, the parts are moved by conveyor to 
the production area.  In this example, there is no taxable material handling activity as 
the movement of the purchased parts is to the production area, being driven by the 
production process.  There is a receiving activity, but no equipment is used for that 
purpose.   
 
Example 5: 
 
The purchased parts are received at the receiving dock via truck.  The trucks are 
designed with a track that allows the parts to roll out of the truck.  The truck receiving 
area is designed with a slope toward the building.  The parts are unloaded directly onto 
a conveyor via use of the track and gravity.  At the midpoint of this conveyor a visual 
inspection and manual inventory count is performed.  The conveyor then moves the 
parts to the production area.  In this example, the conveyor is 50% taxable as a 
receiving function occurs at the mid-point of the conveyor system. 
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Example 6: 
 
The purchased parts are received at the receiving dock via truck.  The trucks are 
designed with a track that allows the parts to roll out of the truck.  The truck receiving 
area is designed with a slope toward the building.  The parts are unloaded directly onto 
a conveyor via use of the track and gravity.  As parts move on a conveyor through the 
receiving area, electronic equipment reads UPC bar codes or Radio Frequency 
Identifications (RFID’s) to record the type and amount of items received.  The parts 
continue to move via conveyor to an auxiliary feed line to the production area.  The 
parts will be used in production in 12 hours.  In this example, the conveyor is taxable up 
to the point of the bar code equipment or RFIDs, as this is a taxable receiving function.  
The fact that the parts will not be used in production for 12 hours does not impact the 
decision.  The electronic equipment used to read the bar codes or RFIDs are 
taxable for accounting and inventory control purposes.  
 
The above examples demonstrate that the first event that takes place is receipt of the 
purchased material.  The next event may be to raw material storage, even though this 
phase may be brief.  The examples also show that the material may move directly to the 
production area.  Review the receiving area carefully in your plant tour to determine if 
there is a change in activity with a 12 hour delay between the receipt of the purchased 
material and the movement to the production area. 
 
References pertaining to this information can be found in the index under Chapter 9  
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Chapter 10 – Direct Pay 
 
Direct pay is a process whereby the Michigan Department of Treasury authorizes 
taxpayers to assume the obligation to self-accrue and remit their sales and use tax 
liability directly to the Department.   
 
Direct pay authorization is limited to the purchase or lease of tangible personal property 
or services for which the purchaser or lessee cannot practicably determine, at the time 
of acquisition, the manner in which the property or services will be used.  The 
authorization must also facilitate improved tax compliance.  The Department has the 
authority to determine which items are not eligible for direct pay. 
 
The direct pay authorization does not include the following transactions: 
 

• Materials furnished by, or supplied to, construction contractors in the 
performance of a contract to construct, alter, repair or improve real estate 
 

• Vehicles purchased, leased or rented for highway use and requiring a license 
and title 

 
• Aircraft 

 
• Watercraft 
 
• Services subject to use tax including communication services and motel rentals 

 
• Petty cash purchases made by company employees on behalf of the company 
 
• Prepayment of sales tax on gasoline 

 
• Tangible personal property consumed by a person performing any service 

activity for your company 
 
Some contractors have a limited direct pay account.  These usually cover specific 
construction projects.  The limited permits pertain only to materials and equipment 
directly incorporated into the project.  They do not include consumable materials and 
equipment used by the contractor (tools, torches, gases, cleaning solvents, etc.).  
 
For an industrial processor, the direct pay permit or the limited direct pay permit covers 
the purchases of tangible personal property only, not materials attached to real estate 
by a contractor. 
 
Corporate purchasing cards, procurement cards, or credit cards are covered under the 
direct pay permit. 
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Auditors should review current direct pay listings as taxpayers are added and removed 
periodically.  A copy of a standard direct pay permit is shown on the next page. 
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RICK SNYDER 
GOVERNOR  

 
STATE OF MICHIGAN 

DEPARTMENT OF TREASURY 
LANSING   

 
Date 

 
Taxpayer Name and Title 
Business Name 
Address 
City, State Zip 
 
Dear Taxpayer: 
 
This is in response to your request for a direct pay letter.  The Michigan Department of Treasury 
(“Department”) hereby authorizes “Business Name” to operate under a direct pay permit for Michigan 
sales and use taxes.  Your effective date is “Month/Day/Year”. 
 
This letter is your "direct pay" permit.  This represents your authority to report sales and use tax liabilities 
directly to the Department and is limited to purchases of tangible personal property.  In addition, the 
following are excluded from your direct pay authorization: 

 
1. Materials furnished by, or supplied to, construction contractors in the performance of a contract to 

construct, alter, repair or improve real estate. 
2. Vehicles purchased, leased or rented for highway use and requiring a license and title. 
3. Aircraft. 
4. Watercraft. 
5. Services subject to use tax including communication services and hotel rentals. 
6. Petty cash purchases made by company employees on behalf of the company. 
7. Prepayment of sales tax on gasoline. 
8. Tangible personal property consumed by a person performing any service activity for your company. 

 
The purchase of power, steam, gas, etc. and capital appropriation items may be included under your 
direct pay procedure. 
 
When claiming exemption from sales and use taxes on purchases of tangible personal property, other 
than those transactions stated above, on Box 10, Other (explain) of form 3372, Michigan Sales and Use 
Tax Certificate of Exemption, available on the Department’s Web site, www.michigan.gov/treasury, you 
should state this notation: “Authorized to pay sales or use taxes on purchases of tangible personal 
property directly to the State of Michigan under Account Number “Taxpayer FEIN.”   
 
In addition, a copy of this letter must be furnished to the vendor when claiming direct pay authority. 
 
If you have any questions, please contact the Technical Services Section at the address or telephone 
number below. 
 

Sincerely, 
       Tax Policy Division 
 
References pertaining to this information can be found in the index under Chapter 10 
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Chapter 11 – Electrical Distribution Systems 
 
This section discusses the industrial processing exemption as it applies to tangible 
personal property used in electrical distribution systems.  The following examples are 
based on the assumption that the property is not permanently affixed to real estate. 
 
 

Example 1 
 
                     POWER INPUT FROM 
                                                                 COMMERCIAL SUPPLIER 
                                                                 SUBSTATION (taxable) 
  
  

PRIMARY SWITCHGEAR 
(100% exempt) 

 
 
 

SECONDARY SUBSTATION # 1 (100% exempt) 
(This transformer converts from 13,800 to 480 volts) 

 
               

    FIRST SWITCHGEAR                 SECOND SWITCHGEAR 
           (part of substation)                (part of substation) 

 
 
          
 
         
 
 
                    
       

       
 
 
 
 
 
Based on the Court of Appeals holding in Detroit Edison Co v Dep’t of Treasury, 303 
Mich App 612 (2014), equipment not permanently affixed and becoming a structural part 
of real estate that changes the voltage level of electricity prior to use is exempt under 
the industrial processing exemption.   
 
  

TRANSFORMER #1 
(100% exempt) 

(Converts from 480 volts 
 to 220 volts) 

TRANSFORMER #2 
(100% exempt) 

(Converts from 480 volts to 
220 volts) 

PRESS #1 
(IP) 

PRESS #2 
(IP) 

PRESS #3 
(IP) 

POST PRODUCTION 
SHRINK WRAP MACHINE 

(taxable) 
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Example 2 
 

 
 
                                                           POWER INPUT FROM  
                                                              COMMERCIAL SUPPLIER 
                                                                 SUBSTATION (taxable) 
 

  PRIMARY SWITCHGEAR 
                                                     (100% exempt) 
 
 
 
 

            SECONDARY SUBSTATION # 2 (100% exempt) 
        (This transformer converts from 13,800 to 480 volts) 
                   
             

                  FIRST SWITCHGEAR              SECOND SWITCHGEAR 
       (part of substation)                  (part of substation)                                                      
 
                                                              
       
    TRANSFORMER # 1               BUS DUCT (a device)   
         (100% exempt)       (100% taxable) 
     (converts from 480 

                    volts to 220 volts) 
 
 
 
        
           PRESS #1          OFFICE                     PRESS #2             PRESS #3 
                 (IP)               (taxable)                         (IP)                         (IP) 
 
 
Based on the Court of Appeals holding in Detroit Edison Co v Dep’t of Treasury, 303 
Mich App 612 (2014), equipment not permanently affixed and becoming a structural part 
of real estate that changes the voltage level of electricity prior to use is exempt under 
the industrial processing exemption.  The bus duct is 100% taxable because it is used 
for distribution after industrial processing of the electricity has ended according to 
Detroit Edison Company. 
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Example 3 
 
 
                                                               POWER INPUT FROM  
                                                              COMMERCIAL SUPPLIER 
                                                                 SUBSTATION (taxable) 
 

                               PRIMARY SWITCHGEAR 
                                      (100% exempt) 
 
 
 
 
            SECONDARY SUBSTATION # 3 (100% exempt) 
       (This transformer converts from 13,800 to 480 volts) 
 
                
    FIRST SWITCHGEAR              SECOND SWITCHGEAR 
      (part of substation)                   (part of substation)                                                      

 
              
        
              BUS DUCT (a device) (100% taxable)      
           
                                                                                  GENERAL 
                                                                                          OFFICE 

POST PRODUCTION      AREA 
  PRESS #1           PRESS #2          SHRINKWRAP                  (taxable) 
      (IP)                    (IP)                 MACH. (taxable)          
 
 
Based on the Court of Appeals holding in Detroit Edison Co v Dep’t of Treasury, 303 
Mich App 612 (2014), equipment not permanently affixed and becoming a structural part 
of real estate that changes the voltage level of electricity prior to use is exempt under 
the industrial processing exemption.  The bus duct is 100% taxable because it is used 
for distribution after industrial processing of the electricity has ended according to 
Detroit Edison Company. 
 
References pertaining to this information can be found in the index under Chapter 11 
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Chapter 12 – Grain Elevators 
 
Equipment used to dry grain for or by a manufacturer may qualify for an industrial 
processing exemption.  The following drawing shows a typical grain elevator and the 
areas that are normally taxable (T) or exempt (E). 
 

 
Notes: 
   

1. The electrical wiring of equipment is personal property and is taxable or 
exempt depending on where used 

2. The actual silo is real property and is taxable 
3. IP would not be allowed when drying is performed for farmers, as 

farmers are not manufacturers  
4. Cleaning equipment used to remove clay from grain is exempt industrial 

processing equipment.  This is also true if this equipment is located at a 
secondary location (not in close proximity to the primary elevator site) 

 
References pertaining to this information can be found in the index under Chapter 12 
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Chapter 13 – Inventory Withdrawals/Consumed Goods 
 
The use tax base of self-produced or purchased products placed into an 
inventory to be withdrawn for internal use or to be given away at no cost to an 
outside party is material cost.  See the “Samples” section of this text. 
 
Michigan Withdrawals 
 
The below items withdrawn from a Michigan inventory are taxable on material cost 
regardless of where the item is shipped (see exceptions below).  The items are 
considered to be used or consumed in Michigan.  If the taxpayer erroneously remits 
tax to another state, a refund must be requested from the other state. 
 

• Items consumed in the performance of optional maintenance contracts or service 
agreements are considered to be used internally and subject to use tax on 
material cost 
 

• If an item is given away with a minimal charge that is designated as a shipping 
charge, tax is due on material cost.  A shipping charge on a giveaway is not 
considered to be a sale at retail 
 

• If an item is sold to a customer for a nominal charge that may be less than cost 
and does not represent a shipping charge, no use tax is due.  The nominal 
charge is considered to be gross proceeds of a sale at retail with sales tax due 

 
Example 1: 
 
A company purchases a catalog and charges $5.00 to its customers for the catalog.  
The $5.00 charge is less than the cost of a catalog.  Any catalogs shipped out-of-state 
are in interstate commerce and exempt from tax under the Commerce Clause.  Sales 
tax is due on the $5.00 charge for any catalogs shipped to Michigan customers. 
 
If a company sells 1,000 items of its product to a customer and gives the customer an 
additional 10 items of the product free, the additional 10 items are not considered 
taxable giveaway items.  There is one gross selling price on the 1,010 items.  The gross 
proceeds would be the amount charged for the 1,000 items. 
 
A tie-in sale requires someone to first buy tangible personal property in order to receive 
a different item free.  There is an advertisement that an item will be received free at the 
time of purchase.  The advertised item given away with the tie-in sale is not subject to 
use tax.  A portion of the gross proceeds received from the sale is attributed to the free 
item. 
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Example 2: 
 
A gas station advertises in the newspaper or at the pump island that a customer 
receives a free glass if they purchase 8 gallons of gas.  The glass would not be subject 
to use tax by the gas station owner, since this is an exempt tie-in sale. 
 
If a customer purchases a product and receives a free item without expecting to receive 
a free item, the person giving away the free item must pay use tax on the material cost 
of the free item.  This is not considered a tie-in sale. 
 
Example 3: 
 
A furniture manufacturer with a retail outlet sells a coffee table.  The customer is given a 
can of furniture polish when they buy the coffee table.  There was no advertisement that 
the furniture polish would be given to the customer.  The customer was not expecting to 
receive anything when purchasing the coffee table.  The seller owes use tax on the 
furniture polish given away on the taxable cost. 
 
Exceptions 
 

• Inventory withdrawals for the fulfillment of a contract affixing to realty by a 
manufacturer/contractor are taxable on finished goods inventory value  

 
• Items that remain under control or possession of an owner of Michigan inventory, 

when transferred to out-of-state inventory to give away or for promotional 
purposes are not taxable because use does not occur in Michigan  

 
• Rebate checks issued to promotional program recipients are taxable at cost.  The 

checks do not meet the definition of promotional materials.  The envelope used 
to mail the check would be exempt if mailed to a person out-of-state, since the 
envelope meets the packaging material definition 

 
 

Note: Since the tax base of inventory withdrawals is material cost, the 
percentage of equipment (with materiality considered) used to 
produce inventory items that are withdrawn would also be taxable. 

 
Non-Michigan Withdrawals 
 
Items withdrawn from an inventory not located in Michigan and shipped into Michigan 
may be taxable on material cost with an appropriate credit for any sales or use tax, 
including local taxes, which had been legally due and paid in another state.  If the tax 
paid was less than the tax imposed by Michigan, the difference in the tax is due. 
 

IP Manual

284a

R
E

C
E

IV
E

D
 by M

SC
 6/12/2019 3:38:23 PM



Michigan Department of Treasury 
Tax Compliance Bureau 

June 2015 
Page 38 of 96 

The following conditions must be met for an inventory withdrawal outside of Michigan to 
be exempt from tax 
 

• The distribution is made by mail or common carrier 
 

• The distribution originated from out-of-state 
 
• The taxpayer has no control in Michigan over the distributed items.  Control can 

be actual physical possession or other control as noted in Examples 2-4 below 
 
This exemption would extend beyond catalogs to include promotional literature, 
samples, giveaways, etc. 
 
Example 1: 
 
ABC Company gives away brochures to its customers in Michigan.  An out-of-state 
company prints the brochures.  The out-of-state printer ships the brochures by mail to 
ABC Company’s customers in Michigan.  ABC Company never received physical 
possession of or title to the brochures nor did it have any control over the brochures in 
Michigan.  The brochures are not subject to tax. 
 
Example 2: 
 
ABC Company gives away brochures to its customers in Michigan.  An out-of-state 
company prints the brochures.  The out-of-state printer ships the brochures by mail to 
ABC Company’s customers in Michigan.  The mailing package is marked “return to 
sender.”  ABC Company never received physical possession of or title to the brochures.  
Specific mailing instructions, (e.g., “return to sender” or “address correction requested”), 
do not constitute control over the brochures in Michigan.  The brochures are not subject 
to tax. 
 
Example 3: 
 
ABC Company hires an out-of-state printer to print advertising supplements.  The out-
of-state printer ships the supplements to a distributor located in Michigan for further 
distribution based on guidelines or instructions provided by ABC Company (number of 
inserts to be distributed at any given time, date of distribution, etc.).  ABC Company has 
sufficient control over the supplements in Michigan.  Therefore, the supplements are 
taxable on material cost. 
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Example 4: 
 
National Corporation, an out-of-state corporation, has nexus in Michigan through 
various distributors.  The distributors give away products of National Corporation as 
promotional material.  National Corporation gives specific instructions to the distributor 
as to where the product is to be located and what records to maintain relative to the 
distribution.  The distributor has to sign a distribution agreement with National 
Corporation.  National Corporation is subject to use tax on the material cost of the items 
given away in Michigan since it has sufficient control over the distributed product (this 
example assumes there is no sale of products between National Corporation and the 
distributors). 
 
References pertaining to this information can be found in the index under Chapter 13 
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Chapter 14 – Material Handling 
 
The beginning of the industrial process is when the tangible personal property begins 
movement from raw material storage to begin the industrial process.  The end is when 
the finished goods first come to rest in finished goods inventory.  
 
Material handling equipment used by an industrial processor to move the production 
material from one process to the next process is exempt, within the same facility or 
same legal entity.  This includes the material handling equipment used in shipping and 
receiving in-process material to a separate location of the same legal entity for sub-
processing.  Subsidiaries are considered unrelated entities when evaluating the tax 
status of material handling equipment.  There is also a specific exemption available for 
front end loaders, forklifts, pettibone lifts, skidsters, multipurpose loaders, knuckle-boom 
log loaders, tractors, and log loaders used to unload logs from trucks at a saw mill site 
for the purpose of processing at the site and to load lumber onto trucks at a saw mill site 
for purposes of transportation from the site.  Vehicles required to be licensed and titled 
for use on public highways are not eligible for the industrial processing exemption. 
 
Receiving departments are taxable areas when receiving purchased materials.  The 
shipping and receiving activity for in-process materials would be an exempt activity 
when conducted within the same legal entity.  The in-process materials may come from 
another plant location or division of the taxpayer.  The same shipping and receiving 
activity conducted with a different legal entity is considered taxable.  This dual shipping 
and receiving activity will require treating the same equipment as partially taxable and 
partially nontaxable. 
 
The movements from raw material inventory to a staging area or an area adjacent to the 
processing equipment would be an exempt movement of the material.   
 
Types of material handling equipment and parts: 
 

• Fork lift trucks 
 

• Overhead cranes 
 
• Low boy skid trucks 

 
• Conveyors 
 
• Electronic guided tracking systems 

 
• Pallet jacks 
 
• Tuggers 

 
• Repairs (parts) and maintenance 
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• Batteries, battery chargers, charger stands  
 

• Utilities 
 
General types of material handling movements: 
 

• Receiving purchased raw materials is taxable 
   

• Movement of the purchased raw materials to raw materials inventory storage is 
taxable 

 
• Movement of the raw materials to an area adjacent to the production machinery 

is exempt 
 

• Movement of the raw materials from an area adjacent to the production 
machinery, or from inventory, to the production machinery is exempt 

 
• Movement of in-process materials from one machine or production process to 

another machine or process is exempt 
 

• Movement of the completed product to finished goods inventory is exempt 
 
• Movement of the completed product from finished goods inventory to the 

shipping area is taxable 
 

• Material handling equipment used in the shipping functions of finished goods is 
taxable 

 
• Within the same legal entity, the material handling equipment used by a 

manufacturer in the shipping and receiving functions of in-process 
materials/goods is exempt when the materials are sent out and returned for sub-
processing 
 

• Between different legal entities, subsidiaries or unrelated companies, the material 
handling equipment used by a manufacturer in the shipping and receiving 
functions of in-process materials/goods is taxable when the materials are sent 
out and returned for sub-processing   

 
• The shipping and receiving functions of the different legal entity sub-processor 

are taxable, as these functions are not considered exempt in-process material 
handling movements.  It is raw material when received by the sub-processor and 
a finished product of the sub-processor when shipped out 
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• Material handling equipment used for shipping from one plant (division) to a 
second manufacturing facility (division) of the same company (legal entity) is 
considered exempt as long as the product is still going through the process of 
production and has not reached the completed product that is marketed by the 
company 

 
Usually, in industrial processing audits the material handling equipment will be used in 
both the taxable and nontaxable areas.  The audit solution is to determine a 
taxable/nontaxable percentage of use. 
 
Methods that can be employed to determine the taxable/nontaxable percentages: 
 

• Number of taxable movements compared to the total number of movements 
 

• Amount of time used in the taxable movements to the total time for all 
movements 

 
• Specific allocation - number of pieces of equipment in the taxable areas 

compared to the total number of pieces of equipment 
 
• Specific identification with a taxable area or department 

 
• Any other reasonable method as discussed  

 
Actual costs associated with taxable and/or exempt areas or activities are quite often 
available through cost accounting records.  If available, the actual costs should be used 
for audit purposes. 
 
References pertaining to this information can be found in the index under Chapter 14 
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Chapter 15 – Miscellaneous 
 
Situations may occur during audits where the availability of an industrial processing 
exemption may be in question.  Below are some examples: 

 
• A road builder entered into a contract to build an asphalt highway.  The 

contractor sets up a batch plant at the job site to manufacture the asphalt.  The 
batch plant is taxable.  The form, composition, quality, combination, or character 
of the tangible personal property is being changed or converted in this instance.  
However, there is no ultimate sale at retail.  The contractor is the consumer of 
the material. 
 

• A magazine distributor picks up, shreds, and bales unsold magazines.  The 
shredded magazines are sold to a paper mill.  There is a sale at retail that takes 
place here, and the shredding machine is exempt for industrial processing.  See 
“Scrap Dealers and Recyclers” Section of this text. 

 
In the following examples, a roto mill is used to break up existing road surface, so it 
can be removed from the site.  The site is then prepared for a new road surface.   

 
• A road contractor is hired to replace a section of a highway.  The contractor sells 

the crushed road surface material to a purchaser who will use it to make new 
road surface material 
 

• An asphalt manufacturer/contractor uses a roto mill at the job site to crush the 
asphalt.  The crushed asphalt is taken to their manufacturing plant and recycled 
into new asphalt that is to be used for a future contract job 

 
• An asphalt manufacturer/contractor uses a roto mill at the job site to crush the 

asphalt.  The crushed asphalt is taken to their manufacturing plant and recycled 
into new asphalt to be resold to a road contractor 
 

• ABC Company is hired by an asphalt manufacturer to remove asphalt from the 
highway.  The asphalt manufacturer provides the company with a roto mill that 
crushes the asphalt so it can be recycled 

 
• An asphalt manufacturer-contractor removes asphalt from a highway and uses a 

roto mill at the job site to crush the asphalt.  The crushed asphalt is taken to their 
manufacturing plant and recycled into new asphalt 

 
In the above situations the roto mill is taxable.  The companies are using the roto mill to 
alter real property and the crushing of the asphalt facilitates transportation of the 
product.  The fact that the form, composition, or character is changed is incidental to the 
service of removing the asphalt from the existing road surface. 

 
An entity can get the IP exemption if the property is intended for and actually used by an 
industrial processor in industrial processing.  This effectively gives an exemption for 
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those who purchase tooling and other similar property that is subsequently given to 
another entity for actual use in industrial processing activities. 
 
The following examples illustrate this concept: 
 
Example 1:  
 
ABC Corporation is a book publisher located in Michigan.  It performs composition work, 
artwork, and graphics in conjunction with the books it sells.  However, all the actual 
printing of the books is done by a printer located in Ohio.  Is ABC Corp. liable for sales 
or use tax on equipment or supplies used in performing the artwork, graphics, and 
composition? 
 
Answer:  
 
No, these items would be exempt for IP.  ABC Corp. is an industrial processor as its 
activities are part of transforming, altering or modifying the form, composition, or 
character of property that will ultimately be sold at retail. 
 
Example 2:  
 
XYZ Corporation is a distributor of kitchen cabinets located in Michigan.  It does no 
actual manufacturing itself as all production is farmed out to a separate controlled group 
member, ZYX Corporation, also located in Michigan.  XYZ Corp. has employees 
(engineers) permanently on site at ZYX Corporation performing quality control functions 
and product inspection.  Is XYZ Corp. liable for sales and use tax on the tools and 
supplies purchased for its engineers? 
 
Answer:  
 
The tools and supplies purchased for this engineering function would be exempt.  Any 
entity is entitled to the industrial processing exemption if the property is used to perform 
an industrial processing activity for or on behalf of an industrial processor. 
 
References pertaining to this information can be found in the index under Chapter 15  
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Chapter 16 – Packaging Equipment 
 
Packaging equipment used before the product first comes to rest in finished goods 
inventory is exempt.  Packaging equipment used after the product comes to rest in 
finished goods inventory is taxable.  The following are examples of packaging 
equipment: 
 

• Staple guns 
 

• Tape dispensers 
 
• Equipment for boxing completed products 

 
• Shrink wrappers 
 
• Palletizers 

 
• Banding machines 

 
Industrial processing ends “when finished goods first come to rest in finished goods 
inventory storage.”  This means that all the equipment the processor uses for the 
preservation or maintenance of a finished good before it first comes to rest in finished 
goods inventory storage will be exempt. 
 
Example 1: 
 
A sale of paper towels to a drug store will involve the packaging of the towels in 
individual rolls.  If the towels are shrink-wrapped and boxed before placement in 
finished goods storage, the equipment will be exempt.   
 
Any equipment used to further package or move the product after it is placed in finished 
goods inventory is taxable.  If the paper towels are taken from finished goods storage 
and shrink wrapped or boxed prior to shipment, that equipment is taxable.  
 
Example 2: 
 
A manufacturer of tulip bulbs sells its product in small plastic bags at retail outlets.  It is 
also engaged in mail order sales where it is required that these plastic bags of tulip 
bulbs be boxed for further shipment.  The equipment that moves the plastic bags of tulip 
bulbs from the finished goods storage to the boxing process would be taxable. 
 
The above examples illustrate that the same equipment may be used in both taxable 
and exempt packaging operations.  Methods to determine taxable/nontaxable 
percentages of use are discussed in the “Materials Handling” and “Percentage 
Application" sections of this text and can also be applied to determine the taxable 
portion of packaging equipment.   
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The packaging function is illustrated in the “Packaging Function” section of this text. 
 
References pertaining to this information can be found in the index under Chapter 16 
 
 
 
  

IP Manual

293a

R
E

C
E

IV
E

D
 by M

SC
 6/12/2019 3:38:23 PM



Michigan Department of Treasury 
Tax Compliance Bureau 

June 2015 
Page 47 of 96 

Chapter 17 – Packaging Function 
 
Depending on when packaging occurs, an industrial processor’s packaging activities 
may be taxable or may qualify for exemption as part of the industrial process.  This 
example uses a baseball card manufacturer and outlines the activities that are normally 
taxable (T) or exempt (E), but the general principles would be applicable to any 
manufacturer.  
 
 

 
 
 
 
 
 
                          (E)       
 
 
 
 
 
 
 
  

                                                 (E)    (Movement to Finished Goods Storage) 
 
 
 
 
 
 
 
 
 
 
 
References pertaining to this information can be found in the index under Chapter 17 
 

(E) (E) 

STEP A 
 

WRAPPING 
 

12 baseball 
cards in a 

packet 
(E) 

 
 

STEP B 
 

PACKAGING 
 

30 packets in a box 
(E) 

STEP C 
 

CASING OR 
BOXING 

 
of 27 display boxes 

(E) 

STEP D 
 

Palletizing and/or shrink wrapping 
prior to finished goods storage 

 
(E) 

STEP E 
 

Any additional rewrapping, repackaging, recasing, 
breakdown, reboxing 

 
(T) 

 
NOTE: The movement for repackaging would be taxable 

(E) (E) 
 

IP Manual

294a

R
E

C
E

IV
E

D
 by M

SC
 6/12/2019 3:38:23 PM



Michigan Department of Treasury 
Tax Compliance Bureau 

June 2015 
Page 48 of 96 

Chapter 18 – Packaging Materials 
 
Non-returnable containers used to ship and deliver manufactured products are exempt.  
One-time-use shipping containers, packaging materials, shrink wrap, bags, tags, labels, 
tape, staples, steel banding and similar shipping materials are exempt from tax for 
resale, as they accompany the item manufactured and sold.  However, any shipping 
products used after the property has come to rest in finished goods inventory is taxable. 
 
Returnable containers are taxable unless they are used for: 

 
• In-process storage 

 
• In-process movement within the plant 
 
• In-process movement between divisions (of the same legal entity) 

 
Non-returnable containers and other shipping supplies used to ship and deliver products 
to a sub-processor that is a separate legal entity are taxable.  Machinery and equipment 
used for this function are also taxable.  

 
Non-returnable containers and other shipping supplies used to ship and deliver products 
to a sub-processor that is the same legal entity (e.g. division) are nontaxable because 
they are in-process material handling.  Machinery and equipment used for this function 
are also exempt. 

 
If the same containers are used in both taxable and exempt movements, an evaluation 
should be made based on any of the methods described in the “Materials Handling” and 
“Percentage Application” sections of this text. 
 
Dunnage 

 
Materials used to aid the shipping or transportation function are taxable.  Any materials 
used to prevent containers from slipping or shifting during transportation such as 
bracing, padding or wedges (also known as dunnage) which are thrown away when the 
containers reach their destination are taxable.  Dunnage is normally used in railcars and 
the trucking industry.   
 
The word dunnage is also used to describe shipping containers and racks in the 
automotive industry.  These would only be exempt for movement within the same legal 
entity. 

 
Dunnage is taxable if used exclusively on trucks or railcars transporting in-process 
materials to a sub-processor that is a separate legal entity.  Dunnage is exempt if used 
for in-process storage or movement within or between plants operated by the same 
legal entity. 
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Caution:  One time use of packaging material (e.g., popcorn, Styrofoam, peanuts) 
is not considered dunnage.   

 
See the “Packaging Equipment” section of this text for taxability of packaging 
equipment. 
 
References pertaining to this information can be found in the index under Chapter 18 
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Chapter 19 – Percentage Application  
 
There are many instances where an industrial processor uses equipment, fuel, repair 
parts or utilities in both a taxable and non-taxable manner. 
 
The industrial processing exemption is only available to the extent that the property is 
used for the exempt purpose stated in the exemption.  The exemption is limited to the 
percentage of exempt use to total use determined by a reasonable formula or method 
approved by the department.   
 
Some of the areas that are commonly apportioned between taxable and exempt 
consumption are: 
 

• Material Handling - Forklifts, Cranes, Pallet Jacks, Conveyors, etc., including 
Propane and Repair Parts 

 
• Utilities – Gas, Electricity, Steam and Propane 

 
• Computer Usage – Administrative, CAM, Design, Engineering, Communication, 

etc. 
 
Methods that can be employed to determine the taxable/nontaxable percentages: 
 

• Number of taxable movements compared to the total number of movements 
 

• Amount of time used in the taxable movements to the total time for all 
movements 

 
• Specific allocation - number of pieces of equipment in the taxable areas 

compared to the total number of pieces of equipment 
 

• Specific identification with a taxable area or department.  If specific use can be 
determined, it would not be allocated 

 
• Square/Cubic footage – Taxable area to total area.  Applicable to Heat (Propane, 

Gas, Steam) 
 

• Head count – Taxable users to total users 
 

• Any other reasonable method as discussed and approved by the Department 
 
References pertaining to this information can be found in the index under Chapter 19 
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Chapter 20 – Policy (Or Goodwill) Adjustment 
 
A policy (or goodwill) adjustment is usually performed by a manufacturer to maintain 
customer satisfaction and market share.  These adjustments may also be known as 
goodwill service or a secret warranty.   
 
Description 
 
A policy adjustment occurs when a manufacturer (or its third party representative) 
repairs or replaces tangible personal property for a customer under the following 
conditions: 
 

• The repair is free of charge to the customer 
 

• The repair is made after the original manufacturer warranty period has 
expired 

 
Taxability of Parts Replaced Under Policy Adjustment 
 
This type of adjustment is part of the original selling price of the vehicle and its original 
warranty.  Therefore, parts provided to customers under a policy (or goodwill) 
adjustment are not subject to additional sales or use tax. 
 
References pertaining to this information can be found in the index under Chapter 20 
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Chapter 21 – Printers 
 
A printer qualifies as an industrial processor when printing most products sold (books, 
advertising supplements, business cards, invitations, brochures, etc.).  However, there 
are exceptions to this general rule listed below. 
 
Newspapers and Periodicals Published More Than 14 Times Per Year 
 
The production of a newspaper or periodical that is published more than 14 times per 
year is an activity that does not qualify for the industrial processing exemption.  For a 
printer of newspapers and periodicals published more than 14 times per year, items that 
become a component part of the newspaper or periodical are exempt, but the capital 
assets, utilities, and other consumable supplies used to produce the newspapers or 
periodicals are taxable. 

 
Example:  
 
A printer printing a daily newspaper or a weekly magazine 
 
Exempt: 
 

• Paper 
 

• Ink 
 

• Tangible personal property becoming a component part of the newspaper 
or periodical  

 
Taxable: 
 

• Capital assets 
 

• Utilities 
 

• Other consumable supplies 
 

• Tangible personal property not becoming a component part of the 
newspaper or periodical 

 
Personal Use of Manufactured Products  
 
Many printers print letterhead, envelopes, business cards, calendars, promotional 
materials, etc., for their own use.  The use tax base for these items is raw material cost.  
No industrial processing exemption would exist for utilities, capital assets, etc., used to 
manufacture these self-consumed items. 
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See the “Inventory Withdrawals/Consumed Goods” section of this text for further 
discussion.   
 
Printing Service 
 
When a customer provides their own paper/stock, the printer is providing a service.  
Thus, the industrial processing exemption is not available to the printer.  When “a 
customer furnishes his own printing stock which was acquired from another source and 
the printer imprints thereon the name, address and telephone number, this constitutes 
the rendition of a service.”  Therefore, there is no ultimate sale at retail and the 
purchase of ink, paper, capital assets, utilities, consumable supplies, and any other 
items used by the printer to provide the service are taxable. 
 
References pertaining to this information can be found in the index under Chapter 21 
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Chapter 22 – Prototypes 
 
A prototype is an original model on which something is patterned.  Product as defined 
in the industrial processing exemption, when referring to research and experimental 
activities, “includes, but… is not limited to a prototype, pilot model, process, formula, 
invention, technique, patent, or similar property, whether intended to be used in a trade 
or business or to be sold, transferred, leased, or licensed.” 
 
The development, design and manufacture of a prototype by an industrial processor is 
exempt.  For example, if one of the automotive companies developed their own auto-
related prototype, this activity would be industrial processing. 
 
This exemption also applies to a person who will use the property to perform an 
industrial processing activity for or on behalf of an industrial processor.  For example, a 
servicer builds a prototype for a manufacturer, who will use the prototype to test, design 
and develop his or her own product. 
 
References pertaining to this information can be found in the index under Chapter 22 
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Chapter 23 – Quality Control / Research or Experimental / Engineering 
 
Industrial processing includes the following activities: 
 

• Research or experimental activities 
 

• Engineering related to industrial processing 
 

• Inspection, quality control or testing to determine whether particular units 
of materials or products or processes conform to specified parameters at 
any time  before materials or products first come to rest in finished goods 
inventory storage 

 
If the taxpayer is an industrial processor engaged in industrial processing, as those 
terms are statutorily defined, equipment and supplies used directly for any of the above 
activities are exempt. 
 
Example 1:    
 
An industrial processor receives notice from its customers that unacceptable levels of its 
finished goods inventory have burrs on them that prevent the inventory from being used 
in the machinery being built for resale.  The taxpayer hires an outside firm to come in 
and sort through the inventory in finished goods storage.  This outside servicer would 
not qualify as an industrial processor in this instance and any equipment or supplies 
they use to do the sorting would be taxable. 
 
If this same servicer were to sort all of the inventory that are in in-process storage they 
would qualify as an industrial processor, as they are performing quality control work, 
and all of their equipment and supplies used in this sorting would be exempt.   
 
Research or Experimental 
 
Research or experimental activities are defined, for purposes of the industrial 
processing exemption, as “activity incident to the development, discovery, or 
modification of a product or a product related process.”  It also includes activity 
necessary for a product to satisfy a government standard or receive governmental 
approval.   
 
Some examples of activities that are not research or experimental activities: 
 

• Efficiency surveys 
 

• Ordinary testing or inspection of materials or products for quality control 
purposes 
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• Management surveys 
 

• Market or consumer surveys 
 

• Advertising or promotions 
 

• Research in connection with  literacy, historical, or similar projects 
 

• Supplies and equipment used in research and development not by or for 
an industrial processor (may be prorated if at least one of the customers is 
an industrial processor). 

 
• Qualification for ISO9000 Certification is not exempt as Research and 

Experimental Activity 
 
Quality Control 
 
All equipment and supplies used in the testing of raw materials and the inspection of the 
product or the process at any point are exempt up to the time the product is put into 
finished goods inventory storage, whether the testing or inspection is done by the 
processor or a third party servicer.  Once the product is placed in finished goods 
storage any quality control testing functions are taxable.  By definition, industrial 
processing begins when tangible personal property begins movement from raw 
materials storage, and ends when the tangible personal property is placed in finished 
goods inventory storage. 
 
Storage facilities are taxable if used to store raw materials or finished goods inventory; 
they are exempt if used for in-process storage.  Racks used to store test tubes, dies or 
any other equipment/material would be taxable unless it is in-process storage.  
Refrigerators in the quality control department used to store raw material testing 
compounds are taxable, but not if they are in-process storage.  
 
Engineering 
 
Engineering activities related to industrial processing are exempt. 
 
CAUTION: Not all engineering costs are related to industrial processing; for 

example, building maintenance, receiving, equipment removal, etc., 
are not eligible for the exemption. 

 
Blueprint storage cabinets (file cabinets or on-line storage cabinets) are taxable. 
 
References pertaining to this information can be found in the index under Chapter 23 
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Chapter 24 – Real vs. Personal Property 
 
Real property is generally not eligible for the industrial processing exemption.  To 
determine whether property remains tangible or is made a structural part of realty, we 
look to three general tests: 
  

• Annexation to realty, either actual or constructive 
 

• Adaptation or application to the use or purpose to which that part of the realty to 
which it is connected is appropriated  
 

• Intention to make the article a permanent accession to the freehold 
 
Annexation to Realty, either Actual or Constructive 
 
If property is actually or constructively annexed to the realty it is real property.  If the 
item is attached in such a manner that its removal would destroy the building, do 
substantial injury to the building or impairs the property’s value or the value of the realty, 
the item is usually held to be real property.   
 
The doctrine of constructive annexation has frequently been applied in the case of 
property which is not itself actually or directly annexed to the realty, but is part of, or 
accessory to, property which is annexed.  The property, if removed, would leave the 
property to which it is annexed unfit for use and the part or accessory is not capable of 
general use elsewhere.   
 
Certain equipment remains personal property even though it may appear to be part of 
real property.  Since some items can have the appearance of being real property, it is 
important to ascertain all the facts before making a final decision. 
 
If the object is not attached to the land or to some structure or appliance which is 
attached to the land, it will retain its character or personality even though intended for 
permanent use on the premises.  
 
Generally, if property depends on a building’s utility for operation and use, and it is 
connected to a building’s utilities (e.g., gas, electric, plumbing), it would be deemed to 
be affixed to realty.   
 
Adaptation or Application to the Use or Purpose to which that Part of the Realty 
to which it is Connected is Appropriated 
 
If property functions as part of a particular building, or if it carries out part of a function of 
the real property, that item is likely real property.  An example of this type of real 
property would be screens which are built to fit the windows of a particular building.   
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Another indicator property is real property is that it cannot be used unless affixed to the 
building or land.  
 
In simple terms, if the tangible personal property serves a function of realty or the 
building and it is attached and permanently affixed to realty, it is likely that it is real 
property.   
 
Intention to make the Article a Permanent Accession to the Freehold  
  
Objective visible facts are used to determine whether intention to make the property a 
permanent accession to the realty exists.  
 
The permanence required is not equated with perpetuity.  It is sufficient if the item is 
intended to remain where affixed until worn out, until the purpose to which the realty is 
devoted is accomplished, or until the item is superseded by another item more suitable 
for the purpose. 
 
Intent may be inferred from the nature of the article affixed, the purpose for which it was 
affixed, and the manner of annexation.  Whatever is affixed to a building by an owner in 
complement, to facilitate its use and occupation in general, becomes a part of realty, 
though capable of removal without injury to the building.  
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Taxability Chart – Real vs. Personal Property Tax Status for Industrial Processors 
 

No. Description Real or Personal 
for Sales/Use 

Sales & Use Tax 
Status for IP 

1  
Acoustical ceilings: 
• Building ceiling construction 
• IP equipment sound attenuation 

Real 
Personal 

Taxable 
Exempt 

2  
Air compressor:  
• For specific IP machinery 
• Part of central system 

 
Personal 

Real 

 
Exempt 

% Based on Use 

3  Air conditioning systems for general 
building 

Real Taxable 

4  

Air conditioning units: 
• Window type units 
• Floor or cabinet type – no          

ductwork 
• Process – central system 
• Evaporators 

 
Personal 

 
Personal 

Real 
Real 

 
T or E * 

 
T or E * 
Taxable 
Taxable 

5  
Air makeup unit: 
• For specific IP function 
• For general building 

 
Personal 

Real 

 
Exempt 
Taxable 

6  

Alarm/security systems: 
• Built-in components  
• Free-standing or wall-mounted 

components 

 
Real 

 
Personal 

 

 
Taxable 

 
Taxable 

 

7  Annealing furnaces  
(small furnace to heat up parts) 

Personal Exempt 

8  Awnings – canopies/marquees Real Taxable 
9  Berms Real Taxable 

10  
Bins: 
• Portable 
• Built-in 

 
Personal 

Real 

 
T or E * 
T or E * 

11  

Boilers:  
• One boiler (bldg function) 
• Replacement boiler (bldg 

function) 
• Boiler for specific IP machine 
• Multiple boilers 

 
Real 

 
Real 

Personal 
R or P* 

Taxable 
 

Taxable 
Exempt 

% Based on Use 
12  

 
 

Booths: 
• IP equipment type 
• Building type - room like 

 
Personal 

Real 

 
Exempt 
Taxable 

13  
Bridges: 
• Specific to IP equipment 
• Specific to building 

 
Personal 

Real 

 
Exempt 
Taxable 
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No. Description Real or Personal 
for Sales/Use 

Sales & Use Tax 
Status for IP 

14  Bunkers and silos Real Taxable 

15  

Bus ducts (also see “electrical 
distribution systems” section of this 
text): 
• For general electrical 

distribution  
• For specific IP equipment 

 
 
 
 

Real 
Personal 

 
 
 
 

Taxable 
Taxable 

16  
Catwalks: 
• Attached to IP equipment 
• Attached to building  

 
Personal 

Real 

 
Exempt 
Taxable 

17  

Central control systems:  
• Direct control for specific IP 

equip 
• General control power wiring    
• Control building 

 
 

Personal 
Real 
Real 

 
 

Exempt 
Taxable 
Taxable 

18  Clocks:  
• Payroll and watchman clocks 

 
Personal 

 
Taxable 

19  
Communications systems -- 
permanent: 
• Phone 
• Pneumatic tubes 

 
 

Personal 
Personal 

 
 

Taxable 
Taxable 

20  Compressor for general building air 
conditioners 

Real Taxable 

21  Conveyor or carrier enclosures (see 
enclosures below) 

Personal Exempt 

22  Conveyors Personal % Based on Use 
23  Cooling towers Real Taxable 

24  Crane tracking or rails (craneways) Personal % Based on 
Use (1) 

25  Cranes Personal % Based on 
Use (1) 

26  Decks and drains (process) Real Taxable 

27  
Dehumidifiers: 
• Portable 
• Part of heating/air conditioning 

 
Personal 

Real 

 
% Based on Use 

Taxable 

28  
Dikes or levees: 
• Surrounding storage tanks 
• River or lake control 

 
Real 
Real 

 
Taxable 
Taxable 

29  Dock bumpers and seals Real Taxable 
30  Dock levelers Real Taxable 
31  Docks, ramps (built-in) Real Taxable 
32  Door operators Real Taxable 
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No. Description Real or Personal 
for Sales/Use 

Sales & Use Tax 
Status for IP 

33  
Doors (garage and pass doors) 
(plastic strips that separate rooms, 
though not real property, would be 
taxable.)  

Real Taxable 
 

34  Dryers - processing Personal Exempt 

35  
Ductwork: 
•  Building 
•  For IP equipment 

 
Real 

Personal 

 
Taxable 
Exempt 

36  Dumbwaiters Real Taxable 
37  Dust collectors Personal T or E * 

38  Dust or spray collection equipment 
for specific IP machines 

Personal Exempt 

39  Dynamometer testing cells (bldg 
function) 

Real Taxable 

40  

Electrical distribution materials & 
equipment: 
• Up to last transformer & up to 

the secondary substation (this 
does not apply to a 
manufacturer of electricity.) 

• Electrical distribution materials 
& equipment installed after 
usable power is provided to be 
used for IP functions 

 

Real 

 

Personal 

 

Taxable (2) 

 

Exempt (2) 

41  Electrical substation enclosures Real Taxable 
42  Elevators Real Taxable 
43  Emergency lights Real Taxable 

44  
Enclosures: 
• Building 
• Freestanding for IP equipment 

 
Real 

Personal 

 
Taxable 
Exempt 

45  
Energy monitors: 
• General building 
• For specific IP equipment 

 
Real 

Personal 

 
Taxable 
Exempt 

46  Escalators – building Real Taxable 

47  
Exhaust systems: 
• Ducted from IP equipment 
• Building ventilation 

 
Personal 

Real 

 
Exempt 
Taxable 

48  
Fans: 
• Freestanding, for employee 

comfort in IP area 
• Building ventilation -  built-in 

 
 

Personal 
Real 

 
 

Taxable 
Taxable 

49  Fencing Real Taxable 
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No. Description Real or Personal 
for Sales/Use 

Sales & Use Tax 
Status for IP 

50  

Fire protection systems: 
• Building sprinklers 
• Building CO2, halon, hi-ex foam 

systems 
• CO2, halon, hi-ex foam system 

for equipment only 
• Supplemental water system to 

assist bldg. 
• Supplemental water system for 

equipment only 
• Fire extinguisher cabinets, 

reels, valves 
• Fire extinguishers (canister or  

tanks) 
• Fire escapes 

 
Real 
Real 

 
Personal 

 
Real 

 
Personal 

 
Real 

 
Personal 

 
Real 

 
Taxable 
Taxable 

 
Taxable 

 
Taxable 

 
Taxable 

 
Taxable 

 
Taxable 

 
Taxable 

51  Flag poles, in-ground or on building Real Taxable 

52  

Floor finishes: 
• Special coverings (wood block, 

steel tile) 
• Standard coverings (carpet,  

linoleum, tile) 

 
 

Real 
 

Real 

 
 

Taxable 
 

Taxable 

53  
Floor grates:  
• Not adjacent to machinery 
• Adjacent to machinery 

(both are a function of realty) 

 
Real 

 
Real 

 
Taxable 

 
Taxable 

54  Flooring, raised or computer room Personal Taxable 

55  Foundations for specific IP 
equipment Personal Exempt 

56  

Freezers: 
• Building type construction-  

walk-in 
• Portable – freestanding 

 
 

Real 
Personal 

 
 

Taxable 
% Based on Use 
(e.g., In Process 

Storage) 

57  

Furnaces: 
• One – new 
• One – replacement 
• For IP use – replacement 
• Multiple 

 
Real 
Real 

Personal 
R or P* 

 
Taxable 
Taxable 
Exempt 

% Based on Use 

58  
Gas distributions systems: 
• Gas lines to process system 
• Gas lines to building systems 

 
Personal 

Real 

 
Exempt (2) 

Taxable 
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No. Description Real or Personal 
for Sales/Use 

Sales & Use Tax 
Status for IP 

59  
Gate operators: 
• Part of fence - land 

improvements 

 
 

Real 

 
 

Taxable 

60  
Generator: 
• One which services the facility 

(bldg function) 
• Used for specific IP machine 

 
 

Real 
Personal 

 
 

Taxable 
Exempt 

61  

Guard rails and posts: 
• Protect IP equipment  

(attached to building) 
• Protect IP equipment  

(attached to equipment)  
• Protect inventory 
• Roads, parking, building 

 
 

Real 
 

Personal 
Real 
Real 

 
 

Taxable 
 

Exempt 
Taxable 
Taxable 

62  
Heaters: 
• Unit heaters - hanging 
• Manufacturing process 
• Portable (employee comfort) 

 
Real 

Personal 
Personal 

 
Taxable 
Exempt 
Taxable 

63  Heating & venting systems (general 
building type) 

Real Taxable 

64  
Hoists: 
• Built-in 
• Portable 

 
Real 

Personal 

 
Taxable 

% Based on Use 

65  
Humidifiers: 
• Portable, IP functions 
• Built-in 

 
Personal 

Real 

 
Exempt 
Taxable 

66  Incinerators Real Taxable 

67  Insulation & piping in wall for 
refrigerated rooms 

Real Taxable 

68  
Kilns, ceramic and lumber: 
• Freestanding, for IP functions 
• Built-in 

 
Personal 

Real 

 
Exempt 
Taxable 

69  

Landfill cells - layers of waste 
separated from land by an 
impermeable barrier:  
• Piping/horizontal wells (in 

landfill cells) 
• Tire chips (over piping in landfill 

cells) 

 
 
 
 

Personal 
 

Personal 

 
 
 
 

Exempt (3) 
 

Exempt (3) 
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No. Description Real or Personal 
for Sales/Use 

Sales & Use Tax 
Status for IP 

70  

Lighting - electrical: 
• General building  
• Land improvements 
• Supplemental – building system 

(fixtures extended down from 
general building) 

• Supplemental - equipment 
(fixtures hard-wired and 
extended down to a specific IP 
machine) 

 
Real 
Real 
Real 

 
 

Personal 

 
Taxable 
Taxable 
Taxable 

 
 

Exempt 

71  Lightning arresters Real Taxable 
72  Loading dock Real Taxable 

73  

Locker room facilities: 
• Plumbing fixtures - showers 
• Permanent partitions 
• Toilet partitions 
• Lockers, freestanding 
• Lockers, recessed into wall 

 
Real 
Real 
Real 

Personal 
Real 

 
Taxable 
Taxable 
Taxable 
Taxable 
Taxable 

74  Office – portable foreman’s Personal Taxable 
75  Operators, doors & windows Real Taxable 
76  Parking control systems Real Taxable 

77  
Partitions: 
• Portable, in manufacturing area 

(bldg function) 
• Permanently attached   

 
 

Personal 
Real 

 
 

Taxable 
Taxable 

78  Pipe rack supports Real Taxable 

79  
Piping: 
• From wall to specific IP 

machinery 
• Utility piping, gas, water, etc. 

 
 

Personal 
Real 

 
 

Exempt 
Taxable 

80  Plastic door strips (air guard strips) to 
separate areas (general building) 

Real Taxable 

81  
Plumbing: 
• General building 
• To specific IP equipment 

 
Real 

Personal 

 
Taxable 
Exempt 

82  Press pit (machine foundation) Personal Exempt 
83  Pump houses Real Taxable 

84  
Ramps: 
• Portable 
• Built-in 

 
Personal 

Real 

 
Taxable 
Taxable 
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No. Description Real or Personal 
for Sales/Use 

Sales & Use Tax 
Status for IP 

85  

Rooms within a plant, not a structural 
part of realty and used for IP 
functions (includes clean rooms and 
quality labs, but does not include a 
foreman’s office) 

Personal Exempt (4) 

86  Scale houses Real Taxable 

87  
Scales: 
• Portable  
• Built-in 
• Truck, built-in 

 
Personal 

Real 
Real 

 
T or E * 
Taxable 
Taxable 

88  
Sheds: 
• Bolted to concrete slab 
• Portable for storage 

 
Real 

Personal 

 
Taxable (5) 

Taxable 

89  
Signs: 
• Affixed to building/real property 
• Integral part of IP equipment 
• Non-equipment related 

 
Real 

Personal 
Personal 

 
Taxable 
Exempt 
Taxable 

90  Silo – raw material storage Real Taxable (5) 

91  

Spray booths: 
• Permanently attached to 

building  
• Freestanding, for welding, 

painting, etc. 

 
 

Real 
 

Personal 

 
 

Taxable 
 

Exempt 

92  Stainless steel wall panels for food 
industry 

Real Taxable 

93  

Tanks: 
• Portable – in-process storage 
• Portable – mixing IP material 
• Portable – raw material storage 
• Built-in (attached to a building or 

foundation), raw material and in-
process storage 

 
Personal 
Personal 
Personal 

 
 

Real 

 
Exempt 
Exempt 
Taxable 

 
 

Taxable 
94  Telephone wiring in wall Real Taxable 

95  
Toilet facilities: 
• Plumbing fixtures, showers 
• Partitions  
• Portable 

 
Real 
Real 

Personal 

 
Taxable 
Taxable 
Taxable 

96  Vats for mixing (manufacturing 
process) 

Personal Exempt 

97  Wash fountains and drinking 
fountains 

Real Taxable 

98  Welding booth - portable Personal Exempt 
99  Wood blocking for floor in press room Real Taxable (6) 
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*Depending on Use 
 

1. Considered personal property for sales/use tax purposes 
 

2. Per 1979, AC, R 205.90 (Rule 40), Industrial Processing and RAB 2000-4, Sales 
and Use Tax - Industrial Processing 
 

3. In Granger Land Development Company and Granger Waste Management 
Company v Dep’t of Treasury, 286 Mich App 601 (2009), the court determined 
that property situated on real estate is not necessarily considered attached to 
land.  In this case, the equipment and materials within the impermeable barrier 
(cell) were separated from the underlying real property.  Therefore, the landfill 
cell and its contents were not considered to be affixed to the land.  Additionally, 
the court found that the landfill cells were not erected to facilitate the use of the 
land.  Rather, the land was adapted to facilitate the erection of the landfill cells. 
The lone fact that an article may remain in place indefinitely and beyond its 
commercial life is not adequate evidence that it is intended to be a permanent 
accession to the real estate.  

 
4. Rooms within a plant usually represent rooms assembled by portable partitions 

(panels).  The partitions can extend from floor to ceiling and, in most instances, 
are not bolted to the floor or attached in any other way.  The partitions do not 
support any part of the realty, nor are they weight bearing.  The partitions are for 
interior wall use within the facility.  The rooms are used for sanitation purposes 
or other similar functions related to the processing function. 

 
5. RAB 1990-2, Sales and Use Taxes - Storage Facilities 

 
6. Wood blocking usually covers a large area.  It absorbs oil and provides a non-

slippery surface. 
 
References pertaining to this information can be found in the index under Chapter 24 
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Chapter 25 – Reconditioning / Remanufacturing 
 
A reconditioner/remanufacturer is a company that purchases used products (e.g., 
engines, carburetors, batteries, furniture), reconditions the product by repairing, re-
machining, or reshaping it and sells the reconditioned product.  
 
Remanufacturing is an exempt activity under the industrial processing exemption.  It is 
defined as “overhauling, retrofitting, fabricating, or repairing a product or its component 
parts for ultimate sale at retail.” 
  
Disassembly, inspecting, sorting, cleaning and reassembly are exempt.  Disassembly 
and subsequent reassembly merely to clean are not exempt.  
 
The following examples illustrate this concept: 
 
Example 1: 
 
A company purchases used car hoods, doors and fenders to be sold to automobile body 
shops.  The company only cleans these used car parts and then sells them.  Would the 
equipment and supplies consumed in the cleaning of these used car parts qualify for the 
industrial processing exemption?  

 
Answer:  
 
No.  Cleaning of purchased inventory without modifying or repairing does not meet the 
definition of industrial processing. 
  
Example 2: 

 
A company purchases used car hoods, doors and fenders to be sold to automobile body 
shops.  Not only are the used car parts cleaned, but they are also disassembled, 
repaired, painted and reassembled.  Would the company qualify for industrial 
processing on all of the equipment and supplies used to restore the used car parts? 
 
Answer:  
 
Yes.  All of the equipment and supplies would be exempt for IP.  Remanufacturing 
includes the activities of disassembly and reassembly as well as repairing and painting.  
IP starts when property is removed from raw material storage to begin processing. 
Therefore, the washing equipment and supplies would be exempt. 
 
Equipment can be partially taxable depending on its taxable and exempt uses. 
 
References pertaining to this information can be found in the index under Chapter 25 
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Chapter 26 – Refrigeration & Freezers 
 
Product preservation and storage do not qualify for the industrial processing exemption 
if they are functions of raw materials or finished goods inventory storage.  In-process 
product preservation and storage are exempt. 
 
Tangible personal property acquired for storing and delivery of ice is taxable. 
 
References pertaining to this information can be found in the index under Chapter 26 
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Chapter 27 – Repackaging 
 
The following examples illustrate the concept of repackaging and the industrial 
processing treatment of the packaging equipment. 
 
Example 1:  
 
A nail manufacturer places nails in a 2-pound box prior to placing the product in finished 
goods inventory; the product will ultimately be sold at retail or affixed to real estate 
located in another state.  The product is ultimately purchased at the retail level in this 
same 2-pound box. 
 
Answer:  
 
The packaging operation of putting the nails in the 2-pound boxes is exempt. 
 
Example 2:  
 
The same nail manufacturer contracts with a separate company to package certain 
types of nails in 2-pound boxes before they are placed in finished goods inventory.  
Again, the product is purchased at the retail level in the same 2-pound box. 
 
Answer:   
 
This packaging servicer would be entitled to the IP exemption, even if the nail 
manufacturer provided the 2-pound boxes. 
 
Example 3:  
 
A wholesale distributor of nails inserts the nails into 2-pound boxes prior to placing the 
product in finished goods inventory; the product will ultimately be sold at retail or affixed 
to real estate located in another state. 
 
Answer:  
 
The wholesaler would be entitled to the IP exemption on the packaging equipment. 
 
 
References pertaining to this information can be found in the index under Chapter 27 
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Chapter 28 – Retail Preparation of Food 
 
The industrial processing exemption excludes tangible personal property used for the 
preparation of food and beverages by a retailer for ultimate sale at retail through its own 
locations.  
 
Therefore, kitchen equipment used in restaurants and similar facilities is not exempt as 
industrial processing. 
 
Equipment may be taxable or exempt as illustrated in the following examples. 
 

• A wholesale distributor of produce has a banana ripening room that hastens the 
ripening of bananas.  The banana room and equipment, if not considered real 
property, would qualify for the industrial processing exemption. 
 

• A chain of grocery stores has a produce warehouse used only for distribution to 
its own stores.  The warehouse has a banana ripening room.  The banana 
ripening room and equipment would not qualify for the industrial processing 
exemption because it is a retailer that is preparing food for ultimate sale through 
its own retail locations. 
 

• A bakery sells its products to wholesalers in addition to making retail sales at its 
own location.  Property and equipment used to prepare products for sale to the 
wholesaler are exempt; the property and equipment used to prepare products for 
sale at its own retail location are taxable.  Equipment used for both purposes 
would have to be allocated. 

 
References pertaining to this information can be found in the index under Chapter 28 
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Chapter 29 – Retailers and the Industrial Processing Exemption 
 
Occasionally, industrial processing may take place in a retail setting.   
 
Examples of exempt activities: 
 

• The local hardware store sells duplicate keys.  The key grinder would qualify for 
the exemption. 
 

• The local auto parts store sells custom hoses that are produced by buying bulk 
rubber hose and using on-site equipment to pressure fit metal ends onto the 
rubber hose.  The equipment and supplies would qualify for the industrial 
processing exemption. 
 

• A local jewelry store makes custom jewelry it sells at retail in its own store.  The 
equipment/tools/supplies used would qualify for the industrial processing 
exemption. 
 

• The local optician buys eyeglass frames and uncut lenses.  The lenses are 
ground to fit the frames and are ultimately sold at retail.  The 
equipment/tools/supplies used to grind the lens and insert them into the frames 
qualify for the industrial processing exemption. 
 

• The local paint or hardware store customizes paint colors for its customers.  The 
paint mixing machines would qualify for the industrial processing exemption. 
 

• The local trophy store uses engraving machines to engrave trophies prior to the 
time of sale.  The machines used to engrave the trophies would qualify for the 
industrial processing exemption. 
 

• Used vehicle/heavy equipment dealers recondition the vehicles/heavy equipment 
prior to selling their products.  The tools, equipment and utilities used for this 
portion of their business operation are exempt to the extent the items are used to 
repair and recondition the items prior to sale.  This includes automobiles, farm 
equipment, snowmobiles, ATVs and boats. 
 

• A prosthetic clinic uses equipment to make artificial limbs; the equipment 
qualifies for the industrial processing exemption. 
 

 
 
  

IP Manual

318a

R
E

C
E

IV
E

D
 by M

SC
 6/12/2019 3:38:23 PM



Michigan Department of Treasury 
Tax Compliance Bureau 

June 2015 
Page 72 of 96 

Examples of some taxable activities: 
 

• A lumberyard cuts a sheet of plywood to a size requested by its customer.  No 
exemption is allowed for the cutting equipment because the lumberyard is cutting 
the plywood to size for its customer.  If the customer is charged for this service, it 
would be part of the gross proceeds subject to sales tax.  If the lumberyard was 
cutting plywood on a repeated basis and putting it into inventory for subsequent 
sale, the lumberyard would be entitled to the IP exemption for the saw on a 
percentage basis. 
 

• A steel wholesaler used a saw to cut a special order for a specific customer.  No 
other processing functions were done to the steel such as boring or grooving.  
The saw is 100% taxable.  Banding the cut steel would not make the saw 
exempt.  If the saw was used to cut inventory to stockpile for future sales in 
addition to special orders, the exemption would be prorated.   

 
• Machines used to collect and sort glass bottles returned to a supermarket or 

other retail establishment on which a deposit was originally collected  
 

• Tools, supplies and equipment used by dental labs to make dentures prescribed 
by a dentist 
 

• Coin operated coffee and soft drink vending machines  
 
References pertaining to this information can be found in the index under Chapter 29 
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Chapter 30 – Scrap Dealers & Recyclers 
 
A variety of factors determine whether equipment used for managing or processing 
scrap material is exempt for industrial processing.  The following equipment (or areas 
when conducting a utility study) is generally treated as outlined below. 
 
Roll-offs (Dumpsters) 
 

• A scrap dealer places its roll-offs on the site of an industrial processor.  The 
industrial processor stores its production waste in these containers for removal 
by the scrap dealer.  

 
Tax Treatment:  These containers are taxable to the scrap dealer.  The purpose 
for the scrap dealer is receiving, collection, and transportation of raw materials 
prior to be placed in raw materials storage.  It is taxable to the industrial 
processor because processing of scrap is not exempt after it has come to rest in 
storage for removal from the plant of origin.   

 
• A recycler has roll-offs at its location to receive recyclable materials (plastic 

bottles, aluminum cans, newspapers, etc.).  Individuals trying to conserve 
resources place their recyclable materials into these containers. 

 
Tax Treatment: These containers are taxable to the recycler.  The purpose for 
the recycler is receipt and storage of raw materials. 

 
Hoppers 
 

• A scrap dealer provides self-dumping portable hoppers to an industrial processor 
to aid in its movement of production scrap.  Scrap from the line is put into these 
hoppers and subsequently transported to the dumpsters for removal from the 
plant site. 

 
Tax Treatment: Containers used to accumulate production waste are exempt if 
they are not the final container used to store production waste for removal from 
the plant.  Use of the container in processing (not ownership) determines the 
exemption. 

 
Freon Recovery Machines  
 

• These machines extract cooling gases from air conditioners, freezers, etc., 
before the actual shredding of the appliance.  These gases are then usually sold. 

 
Tax Treatment: The recovery equipment is exempt as industrial processing.  
Recycling of used materials for ultimate sale at retail is a valid industrial 
processing activity. 
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Loading and Unloading Equipment   
 

Tax Treatment: Loading and unloading equipment is exempt if it is moving in-
process materials within a plant site or between plant sites operated by the same 
legal entity.   

 
Sorting Equipment Such as Cranes, Loaders, and Lift Trucks 
 

Tax Treatment: Sorting equipment is exempt if it is removing materials from raw 
material storage, or at any point after processing has begun.  For example, the 
trash heap located at the recycler’s site is considered the recycler’s raw 
materials; therefore its sorting equipment is exempt.  However, sorting equipment 
used after the materials have come to rest in finished goods inventory is taxable 
on an apportioned basis if it is also used for an exempt purpose.  

 
Equipment Used to Cut, Break, and Crush (After Disassembly) 
 

Tax Treatment: Recycling equipment used in industrial processing is exempt if 
the recycled materials will eventually be sold at retail.  Conveyers connected to 
this type of machinery are also exempt unless they are used to receive raw 
materials. 

 
Paper Shredding Equipment 
 

Tax Treatment: This type of equipment is exempt for IP if the shredded property 
is eventually sold at retail. 

   
 Banding and Baling Equipment  
 

Tax Treatment: If the banding and baling process takes place prior to the 
product coming to rest in finished goods inventory storage, the equipment is 
exempt.  However, if this process takes place after removal from finished goods 
inventories it is taxable. 

 
References pertaining to this information can be found in the index under Chapter 30 
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Chapter 31 – Servicers 
 
There are two basic types of servicers; those that act as industrial processors and those 
that do not.  The servicers that act as industrial processors (heat treating, plating, 
machinery repair, engineering and design, CAD/CAM, etc.) are allowed the industrial 
processing exemption as it pertains to their operations.  Servicers that do not act as an 
industrial processor (landscapers, exterminators, security guards, etc.) do not qualify for 
the industrial processing exemption.  
 
Servicers are eligible for the industrial processing exemption for equipment, tools and 
supplies used in a repair or service activity when providing the service or repair to an 
industrial processor if the property being repaired or serviced qualifies for the industrial 
processing exemption.   
 
This exemption would include tools, equipment and supplies used by a repair company 
on exempt machinery or equipment used by a manufacturer.   
 
Example 1:    
 
An electrical contractor repairing controls or wiring of a piece of industrial processing 
equipment is eligible for the exemption for tangible personal property used in making 
the repair.  Material consumed by the same contractor in repairing the shipping office air 
conditioning unit would be taxable. 
 
Example 2:   
 
A mechanical contractor repairing the chillers for an injection molding machine can 
claim an industrial processing exemption on the material it consumes in making the 
repair.  Material consumed by that same repairer in servicing the HVAC unit for the 
plant would be taxable. 
 
References pertaining to this information can be found in the index under Chapter 31 
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Chapter 32 –Storage Tanks and Mixing Tanks 
 
All storage is taxable except for in-process storage.  If a storage tank or mixing tank is 
determined to be real property rather than tangible personal property, it is taxable to the 
contractor and not subject to any type of industrial processing exemption.  Buried or 
built-in tanks are real property.  See the “Real vs. Personal Property” section of this text. 
 
Storage tanks that store in-process materials are exempt.  Storage tanks that store raw 
materials or finished products are taxable.   
 
Grain bins are usually exempt under industrial processing or agricultural producing.  
This is covered under the “Grain Elevators" section of this text. 
 
Gas Cylinders 
 
Steel cylinders used only to distribute gas (there is no mixing system inside the tank) 
are taxable because no industrial processing occurs inside the tanks.  However, the 
tanks can be purchased tax-free for leasing purposes if the tanks are rented and the 
lessor elects to pay use tax on its rental stream rather than sales tax upon the initial 
purchase.  An industrial processor can make a claim of exemption for IP on the rental 
charge gas, but the charge for the cylinder is taxable. 
 
Tanks with a mixing system inside used to mix different gases uniformly and remix the 
gas when released are exempt as industrial processing. 
 
Portable tanks to store gas used to repair exempt equipment are exempt.  
 
Mixing silos and bins where actual mixing occurs are eligible for the industrial 
processing exemption. 
 
References pertaining to this information can be found in the index under Chapter 32 
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Chapter 33 – Stores Accounts (Non-Production Inventory) 
 
Some companies purchase non-production inventory or non-inventory items tax free 
that have an account classification as stores or general supplies.  The end use of 
these items usually is not known until the item is withdrawn from “stores.”  The taxpayer 
incurs use tax on taxable items at the time of withdrawal. 
 
Items that may be included in a stores account include small tools, screws/fasteners, 
belts, maintenance supplies, janitorial supplies, etc.  The taxability of these items is 
determined when they are withdrawn from stores (requisitioned).  At that point the 
expense is booked to an expense account within a specific department or cost center.  
It is at this point that use tax would be due based on the use of the item. 
 
The area where these items are stored is taxable.  It is not considered in-process 
storage.  Utilities, shelving, equipment (including automatic retrieval systems) and 
supplies used in this area are taxable regardless of the tax status of items withdrawn 
from stores. 
 
Some manufacturers have outsourced the stores activity to a third party.  This does not 
change the taxability of the items or of any storage of the items on the manufacturer’s 
premises.  Use tax would be due on the cost of withdrawals used in a taxable manner.  
The area used for storage at any site (manufacturer or outsourced suppliers location) 
does not qualify for exemption on the storage or utilities used. 
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Taxability of Items – When Used in Exempt Production Areas – No Shipping, 
Receiving, etc. 

Item Description of Item Tax 
Status 

1  
Air make-up unit: 

• One unit for general heating/cooling/ventilation purposes 
• To exhaust production fumes 

 
Taxable 
Exempt 

2  Aspirin or salt tablets Taxable 

3  Automatic spooling devices, even though they help eliminate carpal 
tunnel 

Exempt 

4  Ballast for overhead lighting fixtures Taxable 

5  Bins used to collect raw materials packaging scrap next to production 
line 

Exempt 

6  Blueprint storage cabinet Taxable 

7  

Books or manuals: 
• Containing data detailing formulas, etc. for specific production 

requirements 
• Containing general engineering, quality control, etc. information 

for engineering, production, & quality control  

 
Exempt 

 
Taxable 

8  Brochures and posters – OSHA mandated “safety in the workplace” 
brochures and posters 

Taxable 

9  Broom and mops for cleaning floors Taxable 

10  
Cameras & film: 

• Used in R&D to film product or on production line to film parts 
• For security or personnel use 

 
Exempt 
Taxable 

11  Catwalks or platforms around IP machines (attached to machine or 
bolted to floor) 

Exempt 

12  Cleaners and degreasers used to clean IP equipment Exempt 
13  Cleaning tissue for safety glasses Taxable 
14  Computer used to monitor production control Exempt 

15  Computer and software used in engineering department for 
administrative purposes 

Taxable 

16  Containers for the storage of work-in-process materials Exempt 

17  
Copy machine:  

• Used in engineering for development of product 
• Used to exclusively reproduce drafting documents 

 
Exempt 
Exempt 

18  

Coveralls, uniforms, aprons, etc.: 
• For general attire purposes 
• To protect employee clothing 
• For sanitation purposes in food processing plants 
• Protective clothing that enables an employee to perform a 

specific exempt job (welding) 

 
Taxable 
Taxable 
Exempt 
Exempt 

19  
Desk, chair, modular furniture:  

• In engineering department 
• Holding a computer used for IP 

 
Taxable 
Taxable 
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Item Description of Item Tax 
Status 

20  Dust or fume respirator used in paint booth or for machine repair Exempt 

21  E-mail/internet software for communications between production 
departments or between supplier or customer and manufacturer 

Taxable 

22  Ear plugs, hearing protection devices Exempt 

23  
Emergency back-up generator:  

• For general building 
• For specific IP machinery 

 
Taxable 
Exempt 

24  Eye wash and hand washing stations Taxable 

25  
Fans: 

• Portable units 
• Ceiling 

 
Taxable 
Taxable 

26  Fax machine used to transmit production run documents between 
areas 

Taxable 

27  Finger tip pads Exempt 

28  
Fire extinguishers and fire hoses:  

• Attached to the wall or portable 
• Attached to production machine 

 
Taxable 
Exempt 

29  First aid and plant hospital supplies and equipment (bandages, 
ointments, defibrillators, etc.),  

Taxable 

30  Flashlights used by production equipment service workers Exempt 
31  Floor markings (paint or tape) Taxable 

32  

Floor oil absorbent (oil dry):  
• For cleaning floors 
• For spills on floor around specific IP machines 
• Placed in a container on or under a machine to catch oil that 

spills from the machine 

 
Taxable 
Taxable 

 
Exempt 

33  Floor sweeper to clean around machines, clean aisle ways and 
building 

Taxable 

34  Foreman’s desk, chair, file cabinet, etc. Taxable 

35  
Forms:  

• For scheduling employees’ hours 
• For cost control purposes 
• For scheduling production runs 

 
Taxable 
Taxable 
Exempt 

36  
Clothing, gloves, boots, etc.:  

• Used by truck drivers 
• Warehouse and administrative personnel 

 
Taxable 
Taxable 

37  Golf cart (used as a personnel carrier) Taxable 

38  
Guard rail:  

• Around IP machine 
• Attached to IP machine as part of the original purchase 

 
Taxable 
Exempt 

39  Hair nets (for sanitation purposes) in food processing plants Exempt 
40  Hand soap or cream Taxable 
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Item Description of Item Tax 
Status 

41  
Hard hat or helmets: 

• Worn by assembly line workers 
• Worn by warehouse and construction personnel 

 
Exempt 
Taxable 

42  
Headbands or sweatbands: 

• Worn by assembly line workers (product integrity not in 
jeopardy), non-food industry 

• Worn by assembly line workers – food industry 

 
Taxable 

 
Exempt 

43  Height - adjustable platforms Exempt 
44  Lab coats worn by quality control lab technicians (protects clothes) Taxable 
45  Ladder for production machinery repair Exempt 
46  Light fixtures attached to the ceiling Taxable 

47  Lights (fluorescent lamps) for ceiling fixtures for specific IP functions 
(not affixed to real estate) 

Exempt 

48  Literature (promotional) and parts order forms that go with the product Taxable 
49  Loudspeaker systems Taxable 

50  Manuals for operating the taxpayer’s new press (purchased 
separately, not replacement manuals) 

Taxable 

51  Printed material - installation or assembly instructions that go with the 
product, including parts list, operating manuals and safety brochures  

Exempt 

52  
Printed materials-bills of lading, packing slips, product surveys, 
advertising brochures, product catalogs, etc. whether they accompany 
the product or not 

Taxable 

53  
Rags (cloth or paper towel):  

• For removing oil from production machinery 
• To rid oil from workers’ hands (product integrity not in jeopardy) 

 
Exempt 
Taxable 

54  
Safety glasses purchased by the industrial processor:  

• Nonprescription for production employees 
• Nonprescription for visitors 

 
Exempt 
Taxable 

55  Safety shoes:  
• Only worn in IP area (provided by employer) 

 
Exempt 

56  
Shelving:  

• For the tool crib or stores location 
• In quality control department to store raw materials 

 
Taxable 
Taxable 

57  
Shrink wrap material (used before goods come to rest in finished 
goods inventory) 

Exempt 

58  
Signs: 

• OSHA-required signs attached to production machinery when 
not part of the original purchase 

• OSHA-required signs, posters, etc., attached to the wall 

 
Taxable 

 
Taxable 

59  Space heaters, fans, portable air conditioners Taxable 
60  Stool (for the employee to sit at while operating production equipment) Taxable 
61  Table next to machine to hold tools for making machine adjustments Exempt 
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References pertaining to this information can be found in the index under Chapter 33 

Item Description of item Tax 
Status 

62  

Tags: 
• (ok to use) in quality control 
• To indicate the performance of a quality control function 
• To check off production steps in the plant 
• For raw material or finished goods inventory purposes 

 
Exempt 
Exempt 
Exempt 
Taxable 

63  
Tanks:  

• Soft drink mix canisters 
• Cylinders to distribute gases 
• Propane with a mixing system to mix gases 

 
Taxable 
Taxable 
Exempt 

64  

Telephones and 2-way radios: 
• At printing facility, used solely to instruct personnel of machinery 

to immediately start or stop production 
• Used for communication between various production 

departments 

 
Taxable 

 
Taxable 

65  

Tool and die racks: 
• Attached to a machine   
• In a separate storage area 
• Mounted on a wall 
• Next to a machine 

 
Exempt 
Taxable 
Taxable 
Taxable 

66  Portable tool boxes/pouches (for production machine repair workers) Exempt 

67  
Tools  

• Purchased by the manufacturer to perform IP functions  
• Purchased by employees to perform IP functions for or on 

behalf of an industrial processor 

 
Exempt 
Exempt 

68  Trade books or reference material   for engineering or other 
production departments 

Taxable 

69  Training materials whether printed, computer software downloaded, 
textbooks, classroom supplies 

Taxable 

70  
TV, VCR, VCR tapes, cameras, software, film, DVD’s, etc.:  

• Used for security or training, audio visual equipment and 
supplies 

• Used to view product design, R&D 

 
 

Taxable 
Exempt 

71  Warranty statements that go with the manufactured product Exempt 
72  Warranty registration certificate to be returned to the manufacturer  Taxable 

73  
Waste bins:  

• For production scrap 
• For collection of paper to be shredded/recycled, owned by 

manufacturer 

 
Exempt 
Taxable 

74  
Wrist brace:  

• To assist in lifting heavy production materials 
• To prevent carpal tunnel  

 
Exempt 
Taxable 
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Chapter 34 – Taxidermists 
 
Taxidermists mount or reproduce dead animals for display (e.g., as hunting trophies) or 
study.  A taxidermist removes the skin to be tanned and treated for later use.  A 
mannequin is molded from plaster or clay using the remaining muscle fibers and bones, 
measured and posed, or purchased in stock form.  Glass eyes are added, along with 
artificial teeth, feet, etc. depending on the subject's original condition.  The remaining 
carcass is discarded. 
 
A taxidermist converts or conditions tangible personal property for ultimate sale at retail 
and therefore qualifies for exemption as an industrial processor on purchases of 
tangible personal property used or consumed in the process of mounting or reproducing 
their product. 
 
Sales of a taxidermist’s finished products are retail sales and subject to sales tax, 
unless specifically exempted.  
 
References pertaining to this information can be found in the index under Chapter 34 
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Chapter 35 – Utilities 
 
Manufacturers primarily use the following types of utilities: 
 

• Electricity 
 

• Gas 
 

• Steam 
 

• Propane 
 
Electricity, gas, steam and propane used in non-industrial processing functions are 
taxable.  Electricity, gas, steam, and propane used in industrial processing functions or 
to operate industrial processing equipment/machinery are exempt.  A lessor may claim 
partial exemption from the utility company for the portion of the utilities used by a lessee 
industrial processor to perform industrial processing functions. 
 
Heating and Cooling 
 
Electricity, gas, steam, or propane used for heating and cooling is generally taxable; 
however, utilities used to heat or light areas while industrial processing is occurring are 
exempt.  Consumption of a by-product of an industrial processing function (e.g., excess 
heat from an exempt IP operation that is used to heat office space) is not taxable.  
However, if tangible personal property (e.g., steam tunnels, heat ducts, blowers, etc.) is 
used to facilitate the use of the by-product, such materials would be taxable. 
 
Idle Time 
 
The industrial processing exemption for eligible property is limited to the extent that the 
property is used for a valid industrial processing activity.  Utilities consumed by 
industrial processing machinery and equipment are only exempt when the machinery 
and equipment are performing functions that meet the industrial processing exemption.  
Similarly, general lighting and heating of processing areas is only exempt when 
industrial processing is occurring.  Sometimes a manufacturer will reduce operating 
hours or have shifts that the plant is not operating, resulting in idle time.  “Idle” as 
defined by the Merriam-Webster Dictionary means “not working, active, or being used.” 
 
In contrast, maintenance and repairs of machinery and equipment used for exempt IP 
purposes are exempt functions.  RAB 2000-4(v) states that materials used in the repairs 
and maintenance of exempt machinery and equipment qualify for the industrial 
processing exemption.  Therefore, utilities consumed in the repairs and maintenance of 
exempt equipment and machinery and utilities used to heat and light the area while 
repairs are in progress are exempt.   
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Example 1: 
 
ABC Inc. manufactures widgets.  When demand for widgets decreases, ABC cuts one 
of its shifts.  The plant is idle at all times during the cut shift. 
 
Answer: 
 
Utilities consumed by the exempt equipment and machinery during idle time are taxable 
because they are not being used in industrial processing.  Utilities used in 
heating/cooling and lighting the production area are also taxable when industrial 
processing activity is not occurring. 
 
Example 2: 
 
ABC Inc. manufactures custom boats.  ABC’s manufacturing facility has the capacity to 
manufacture 4 boats at one time.  However, business slows and ABC is only producing 
2 boats at a time, leaving two bays of its facility unused for any purpose.   
 
Answer: 
 
The utilities used for heating/cooling and lighting the vacant bays are not eligible for the 
industrial processing exemption because these bays are no longer used for industrial 
processing. 
 
Example 3: 
 
ABC Inc. manufactures automobile parts and operates several production lines.  
Periodically, ABC will shut one line down to conduct routine maintenance on the 
machinery.  These temporary shut-downs generally last for about one week. 
 
Answer: 
 
Utilities consumed by the exempt equipment and machinery that is part of the line 
undergoing maintenance are still exempt.  The utilities used to heat/cool and light the 
area where the line is located will be exempt while maintenance and repair activities are 
occurring, as repair of equipment and machinery qualifies as industrial processing. 
 
Example 4: 
 
ABC Inc. manufactures a variety of very popular widgets and must increase its 
manufacturing capacity.  To accomplish this, production is reduced to a single line for 
two weeks while new machinery is installed, old machinery is replaced, and lines are re-
configured throughout the production area. 
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Answer: 
 
The utilities consumed by the exempt equipment and machinery remain exempt during 
the installation, replacement, and re-configuration process.  Similarly, the utilities used 
to heat/cool and light the production area are exempt while these activities take place 
because installing and moving exempt machinery and equipment qualifies as industrial 
processing. 
 
Example 5: 
 
ABC Inc. manufactures custom boats.  Since business tends to be slow during the 
winter and the employees want to enjoy the holidays, the manufacturing facility is closed 
for two weeks at the end of December. 
 
Answer: 
 
Utilities consumed by equipment and machinery and for heating/cooling and lighting 
during the plant closure will be taxable.  During this time, industrial processing is not 
occurring.  Therefore, no exemption is available. 
 
Example 6: 
 
XYZ Manufacturing is an aluminum extrusion company that uses natural gas in its 
process.  The company utilizes residual heat in its production areas and does not have 
HVAC ductwork in the facility.  The extrusion equipment remains on at all times unless 
maintenance or repair requires that it be shut down.  The extrusion equipment must 
maintain a production-ready temperature including when no production activity is taking 
place. 
 
Answer:   
 
Utilities consumed by manufacturing equipment and machinery are exempt while the 
equipment and machinery are being used for exempt purposes.  Utilities used to 
heat/cool and light the area where the machinery is located are also exempt during the 
time in which the machines are engaged in an exempt function.  Maintenance of 
industrial processing equipment qualifies as an exempt function.  The necessity of 
sustaining a production ready temperature constitutes maintenance of the equipment 
and qualifies as industrial processing.  Therefore, utilities used to sustain this 
temperature are exempt.  Residual heat generated as a by-product of this exempt use 
would be exempt as well.   
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Taxability of Areas for Utility Studies 
 

 
 
References pertaining to this information can be found in the index under Chapter 35 
 
 

No. Description Of Area Tax Status 
1  Administrative Areas Taxable 

2  
Aisles: 

• Between a Taxable Area and an Exempt Area 
• Between Exempt Areas 
• Between Taxable Areas 

 
50% T 
Exempt 
Taxable 

3  
Boiler Room Areas 

• One Boiler 
• Multiple Boilers  (Referring to Area) 

 
% Based on 

Use 
4  Die Storage Areas Taxable 
5  Engineering Areas Exempt 
6  Foreman’s Office Taxable 
7  Inspection Supervisor’s Office Taxable 
8  Machine Shop Repair Area (Exempt Machines) Exempt 
9  Market Research Areas Taxable 

10  Production Areas During Periods of New Machine Installation or 
Machine Repair Exempt 

11  

Production Areas: 
• During Reconfiguration of Production Lines  
• During Plant Vacation Closure Periods 
• During Machine Removal for Conversion to Non-Production 

Use 

 
Exempt 
Taxable 
Taxable 

 
12  Production Areas During Production Period Exempt 
13  Production Areas During Shifts with No Production  Taxable 
14  Purchasing Department Areas Taxable 

15  
Quality Control Areas: 

• In Production Area 
• In Receiving Area 

 
Exempt 
Taxable 

16  Receiving Areas for Raw Materials Taxable 
17  Research and Development Areas Exempt 
18  Restrooms Taxable 
19  Shipping Areas Taxable 
20  “Stores” Areas Taxable 
21  Tool Crib Areas Taxable 
22  Vending Areas, Breakrooms, Lunchrooms Taxable 
23  Warehouse Areas/Non-Production Taxable 
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Chapter 36 – Waste Removal / Pollution Control Facilities 
 
Industrial processing includes the processing of production scrap and waste up to the 
point it is stored for removal from the plant of origin. 
 
The plant of origin includes a contiguous manufacturing complex.  It does not include 
facilities in separate locations.  For example, an entire manufacturing complex, including 
numerous buildings on the same site, is a plant of origin, but separate buildings located 
on different sites are separate locations, even though they are part of the same 
company and/or division. 
 
Piping of Waste to another Location 
 
The same analysis described above would apply to production waste which may be 
piped to another location.  If the waste is piped to a different location or industrial 
complex for treatment or removal, the exemption would not apply to the piping after it 
has left the plant of origin.  However, if it is piped to another location for further 
processing prior to being placed in finished goods inventory it is exempt.  Piping to a 
contiguous location (such as across the street) would meet the plant of origin exemption 
requirement. 
 
Production scrap and/or waste can include: 
 

• Material spoilage 
 

• Damaged material 
 

• Chips 
 

• Shavings 
 

• Sludge 
 

• Residue 
 

• Dust 
 

• Sand 
 

• Grit 
 

• Fly 
 

• Ash 
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• Slag 
 

• It would also include the containers (e.g., cardboard boxes, plastic bags, 
drums) that held processing materials.  

   
Examples of production waste include: 
 

• Cardboard boxes discarded after the removal of production parts in the 
raw materials inventory area 

 
• Cardboard boxes discarded after the removal of production parts in the 

production area 
 

• Materials that are scrapped because they do not pass final inspection, as 
long as they have not already been placed in finished goods inventory 

 
The exemption would be allowable for machinery, equipment and parts used to collect 
and move the production waste to where it is stored for final removal from the plant of 
origin.  This includes: 
 

• The initial collection point 
 

• Any movement to the final resting point prior to removal 
 

• Any processing for further use 
 

• Any processing for sale to another if performed by a servicer or industrial 
processor 

 
Example: 
 
The cardboard boxes discarded after the removal of production parts either in the raw 
materials inventory area or the production area are collected in a bin.  A forklift moves 
the bin to the back of the plant.  The collection bin is dumped into a cardboard 
compactor and compacted.  The exemption is allowed up to the point that the 
compacted cardboard is stored for removal from the plant.  This would include an 
exemption for the compactor. 
 
Shipping costs to dispose of production waste materials off site would not qualify for the 
exemption whether incurred by the industrial processor or servicer. 
 
The exemption would not be available to a servicer providing the waste disposal service 
for the industrial processor, when their activity is hauling the waste.  See the “Servicers” 
section of this text.  
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Some items may be considered by-products of the industrial process.  When by-
products are sold, equipment and supplies used during shipment is taxable.  
 
Disposal of non-production scrap and waste is not eligible for the exemption.  Non-
production waste would include the disposal of accounting or sales records, old 
production reports, and general housekeeping.  
 
The cost of the equipment, materials, supplies and utilities used to neutralize or treat 
waste materials and/or water prior to their disposal are exempt up to the point it is 
stored for removal from the plant of origin.  If the waste is not removed from the plant of 
origin, but disposed of on site, the exemption extends to that point of disposal.  Some 
examples are: 
 

• A heat treat company purchases chemicals to neutralize water 
contaminated in the heat treating process.  The cost of the equipment, 
supplies and utilities qualify for the industrial processing exemption. 

 
• A metal plating company neutralizes production chemicals and scrap at 

the plant of origin prior to disposal off site.  The cost of equipment and 
supplies to analyze and neutralize the liquid and solid waste is not subject 
to tax up to the point it is stored for removal from the plant site.  This 
activity (to analyze and neutralize) is also exempt for a servicer if 
performed at the manufacturer’s plant of origin. 

 
• A metal plating company neutralizes production chemicals and scrap at 

the plant of origin prior to disposal on site.  The cost to process the liquid 
and solid waste is not subject to tax.  This activity is also exempt for a 
servicer if performed at the manufacturer’s plant of origin. 

 
If, in the above metal plating example, the analyzing and neutralizing is not done at the 
plant of origin, the cost of the equipment and supplies used would be taxable to 
whoever performs the service at the offsite location because they have been removed 
from the plant of origin. 
 
Air and Water Pollution Controls 
 
Pollution problems have resulted in the acquisition of elaborate facilities to dispose of 
various wastes.  The General Sales Tax and Use Tax Acts have been amended to 
exempt anything that becomes part of a qualifying air or water pollution control facility, 
regardless of whether it is tangible personal property that may be exempt for industrial 
processing or real property.  These facilities are exempt if the taxpayer obtains the 
proper pollution control certificate through the State Tax Commission.   
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CAUTION: The air and water pollution control certificates issued by the State Tax 
Commission have an itemization of applicable equipment and a stated dollar amount 
being exempted.  The final cost of material in the pollution control facility may exceed 
this amount.  Amounts exceeding this limitation are subject to tax.  Replacement 
equipment and repair parts acquired in subsequent years may be taxable items if their 
additional costs would cause the project to exceed the stated exempt value in the 
original exemption certificate.  The utility costs associated with the operation of these 
facilities do not qualify for the exemption given to the facilities and would be included as 
taxable usage for utility studies. 
 
Environmental Clean Up 
 
Tangible personal property purchased by or sold to an industrial processor and used to 
clean up toxic spills or other environmental contaminants may qualify for exemption 
under the waste removal provisions of MCL 205.54t(3)(h).  If the clean-up is required 
due to contamination by in-process materials or supplies, then the exemption would 
apply.  The exemption would not apply if the contamination is caused by raw materials 
or finished goods generating the need for the environmental clean-up. 
 
Many items are purchased by industry to protect the environment from potential 
environmental hazards.  Purchases used for this purpose are taxable.  For example, a 
pit liner used for a containment area by an oil producing company to protect ground 
water in the event of an oil spill would be taxable.  
 
The exemption would not apply to equipment used by a servicer doing the 
environmental clean-up for the industrial processor. 
 
References pertaining to this information can be found in the index under Chapter 36 
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Index of References 
 
Chapter 1 – Introduction and Overview: 
 

• MCL 205.54t  
• MCL 205.54y 
• MCL 205.94o 
• MCL 205.94(1)(o)  
• MCL 205.54r 
• RAB 2000-4, Sales and Use Tax - Industrial Processing 
• 1979 AC R 205.90 (Rule 40), Industrial Processing 

 
Chapter 2 – Activities of Processors that May Not Qualify for Exemption: 
 

• MCL 205.94o(6)(c) 
• MCL 205.93a(1)(f) and (g) 
• 1979 AC R 205.109 (Rule 59), Photographers and Photo Finishers) 
• 1979 AC R 205.119 (Rule 69), Sign Painting 
• 1979 AC R 205.130 (Rule 80), Tire Retreading and Vulcanizing 
• RAB 1993-05, Use Tax Base of Tangible Personal Property Affixed to Real 

Estate by a Manufacturer/Contractor 
 
Chapter 3 – Industrial Processing Beginning and End: 
 

• MCL 205.54t(7)(a) 
• MCL 205.94o(7)(a) 
• 1979 AC R 205.90 (Rule 40), Industrial Processing 

 
Chapter 4 – Cement Trucks: 
 

• MCL 205.54t(5)(g) 
• MCL 205.94o(5)(g) 

 
Chapter 5 – Computer Software Manufacturing: 
 

• MCL 205.54t(1)(d)(vi) 
• MCL 205.94o(1)(d)(vi) 
• MCL 205.54t(5)(k) 
• MCL 205.94o(5)(k) 
• MCL 205.54d(g) 
• RAB 1999-5, Sales and Use Taxation of Computer Software 
• RAB 2000-4, Sales and Use Tax - Industrial Processing, Conclusion VII (6) 

 
 
 

IP Manual

338a

R
E

C
E

IV
E

D
 by M

SC
 6/12/2019 3:38:23 PM



Michigan Department of Treasury 
Tax Compliance Bureau 

June 2015 
Page 92 of 96 

Chapter 6 – Computer Studies: 
 

• See “Computers Used in Industrial Processing by Servicers” section of this text 
 
Chapter 7 – Computers Used in Industrial Processing by Servicers: 
 

• MCL 205.54t(1)(d) 
• MCL 205.94o(1)(d) 
• 1979 AC R 205.90 (Rule 40), Industrial Processing 
• 1979 AC R 205.117 (Rule 67), Repairs and Servicers 
• RAB 1999-5, Sales and Use Taxation of Computer Software  
• RAB 2000-4, Sales and Use Tax - Industrial Processing      

 
Chapter 8 – Conversion of Tangible Personal Property from an Exempt Use to a 
Taxable Use: 
 

• None 
 
Chapter 9 – Delivery – Just in Time: 
 

• None 
 
Chapter 10 – Direct Pay: 
 

• MCL 205.54a(1)(n) 
• MCL 205.98 
• RAB 2000-3, Sales and Use Tax Direct Payment Requirements 

 
Chapter 11 – Electrical Distribution Systems: 
 

• MCL 205.54t(5)(a) 
• RAB 2000-4, Sales and Use Tax – Industrial Processing, VI (1) Examples 26 & 

27 
• 1979 AC R 205.90(3)(a) (Rule 40), Industrial Processing 
• Detroit Edison Co v Dep’t of Treasury, 303 Mich App 612 (2014) 

 
Chapter 12 – Grain Elevators: 
 

• LR 86-10, Refund Claim- Exempt Fuel Energy Purchases 
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Chapter 13 – Inventory Withdrawals/Consumed Goods: 
 

• MCL 205.94 
• 1979 AC R 205.90 (Rule 40), Industrial Processing 
• 1979 AC R 205.112 (Rule 62), Premiums and Gifts 
• LR 73-7, Reciprocity 

 
Chapter 14 – Material Handling: 
 

• MCL 205.54t(3)(j) 
• MCL 205.94(y)(vi) 
• RAB 2000-4, Sales and Use Tax - Industrial Processing 

 
Chapter 15 – Miscellaneous: 
 

• None 
 
Chapter 16 – Packaging Equipment: 
 

• MCL 205.54t(7)(a) 
• MCL 205.94o(7)(a) 
• 1979 AC R 205.90(6)(b) (Rule 40), Industrial Processing 

 
Chapter 17 – Packaging Function: 
 

• None 
 
Chapter 18 – Packaging Materials: 
 

• 1979 AC R 205.68 (Rule 18), Containers, Cartons, and Wrapping Materials 
• RAB 2000-4, Sales and Use Tax - Industrial Processing, Conclusion VI (10)  
• LR 86-13, Returnable Drum Containers 
• LR 82-3, Shipping Containers 

 
Chapter 19 – Percentage Application: 
 

• MCL 205.54t(2)   
• MCL 205.94o(2)  
• 1979 AC R 205.90 (Rule 40), Industrial Processing 
• RAB 2000-4, Sales and Use Tax – Industrial Processing 

 
Chapter 20 – Policy (or Goodwill) Adjustment: 
 

• None 
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Chapter 21 – Printers: 
 

• MCL 205.54a(1)(f) 
• MCL 205.54t 
• MCL 205.94(1)(l)  
• MCL 205.94o 
• 1979 AC R 205.113 (Rule 63), Printers, Lithographers, Photostaters, 

Typographers, and Blueprinters  
• 1979 AC R 205.90(3)(b) (Rule 40), Industrial Processing 
• RAB 1988-33, Sales and Use Tax - Newspaper Supplements 
• LR 80-6, Newspapers, Magazines, & Other Publications 

 
Chapter 22 – Prototypes: 
 

• MCL 205.54t(7)(c) 
• MCL 205.94o(7)(c) 
• RAB 2000-4, Sales and Use Tax - Industrial Processing, Conclusion III (2) 

 
Chapter 23 – Quality Control/Research or Experimental/Engineering: 
 

• MCL 205.54t(3)(b-d) 
• MCL 205.94o(3)(b-d) 
• 1979 AC R 205.90(5)(b) (Rule 40), Industrial Processing 

 
Chapter 24 – Real vs Personal Property: 
 

• None 
 
Chapter 25 – Reconditioning/Remanufacturing: 
 

• MCL 205.54t(3)(g) & (7)(d) 
• MCL 205.94o(3)(g) & (7)(d) 
• RAB 2000-4, Sales and Use Tax - Industrial Processing 

 
Chapter 26 – Refrigeration & Freezers: 
 

• MCL 205.54t  
• MCL 205.94o 
• 1979 AC R 205.89 (Rule 39), Ice Producing 

 
Chapter 27 – Repackaging: 
 

• None 
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Chapter 28 – Retail Preparation of Food: 
 

• MCL 205.54t(5)(h) 
• MCL 205.94o(5)(h) 
• MCL 205.54t(2) 
• RAB 2000-4, Sales and Use Tax - Industrial Processing 

 
Chapter 29 – Retailers and the Industrial Processing Exemption: 

 
• 1979 AC R 205.104 (Rule 54), Optometrists, Ophthalmologists, Opticians, and 

Optical Supply Houses.   
• LR 85-20, Sale of Dental Ceramics 
• LR 87-52, Medical Equipment and Supplies 

 
Chapter 30 – Scrap Dealers & Recyclers: 
 

• MCL 205.54t(3)(h) 
• MCL 205.54t(3)(i)  
• MCL 205.54t(4)(f) 
• MCL 205.94o(3)(h) 
• MCL 205.94o(3)(i)  
• MCL 205.94o(4)(f) 
• MCL 205.92(1) 
• LR 86-25, Processing and Sales of Shredded Paper 

 
Chapter 31 – Servicers: 
 

• None 
 
Chapter 32 – Storage – Storage Tanks and Mixing Tanks: 
 

• MCL 205.54t 
• MCL 205.94o 
• LR 88-16, Rental of Gas Cylinders 

 
 
Chapter 33 – Store Accounts (Non-Production Inventory): 
 

• MCL 205.54t 
• MCL 205.94o 
• 1979 AC R 205.90 (Rule 40), Industrial Processing   
• RAB 2000-4, Sales and Use Tax - Industrial Processing 
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Chapter 34 – Taxidermists: 
 

• MCL 205.54t 
• MCL 205.94o 
• 1979 AC R 205.90 (Rule 40), Industrial Processing 

 
Chapter 35 – Utilities: 
 

• MCL 205.54t(4)(e) and (5)(a) 
• MCL 205.94o(4)(e) and (5)(a) 
• RAB 2000-4, Sales and Use Tax - Industrial Processing 
• 1979 AC R 205.90(3)(a) (Rule 40), Industrial Processing    
• LR 87-53, Utility Service Charge 
• LR 90-16, Refund on Utilities Used for Industrial Processing 

 
Chapter 36 – Waste Removal/Pollution Control Facilities: 
 

• MCL 205.54t(3)(h) 
• MCL 205.94o(3)(h) 
• MCL 205.54a(1)(l) 
• MCL 205.94(1)(s) 
• 1979 AC R 205.90(5)(e) (Rule 40), Industrial Processing    
• 1979 AC R 205.137 (Rule 87), Air and Water Pollution   
• RAB 1990-2, Sales and Use Taxes - Storage Facilities 
• RAB 2000-4, Sales and Use Tax - Industrial Processing, Examples 12 & 15 
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