
i 

TABLE OF CONTENTS 

Page

Relevant Portions of the Record 

Deposition of Ronald C. Kolbig (relevant pages)    001b-005b 

Decision and Order of Determination      006b-015b 

Deposition of Lance Wilkinson 016b-023b 

Plaintiff’s Response to Defendant’s Third Discovery Requests 024b-042b 

Affidavit of Andrew Koutroumanis 043b-143b 

Department’s Motion for Summary Disposition 144b-163b 

Affidavit of Laura Mailloux 164b-195b 

Reference Materials 

Louis Padnos Iron & Metal Co v Dep’t of Treasury, 10 MTT 462 (Docket No. 
240432), issued March 31, 1999     196b-203b 

Senate Legislative Analysis, SB 544, HB 4744, 4745, and 4586; (July 19, 1999)          204b-215b 

Revenue Admin Bull 2000-4 titled Sales and Use Tax – Industrial Processing, 
June 13, 2000 216b-230b 

Michigan Department of Treasury - Revenue Technical Tax Training, Sales and 
Use Tax: The Industrial Processing Exemption, July 2002 231b-373b 

Rouge Steel Co v Dep’t of Treasury, 17 MTT 521 (Docket No. 315388), issued 
November 30, 2009 374b-383b 

Hunt, The “Just-In-Time-Method” <http://smallbusiness.chron.com/justintime-
method-31185.html> (accessed March 13, 2017) 384b-387b 

Merriam-Webster’s Collegiate Dictionary (11th ed) <https://www.merriam-
webster.com/dictionary/recycling> (accessed August 7, 2017) 388b-391b 

Aluminum Recycling <http://www.conserve-energy-future.com/aluminum-
recycling.php> (accessed August 10, 2017) 392b-400b 

Glass Recycling <http://www.conserve-energy-future.com/recyclingglass.php> 
(accessed August 10, 2017) 401b-404b 

R
E

C
E

IV
E

D
 by M

SC
 7/17/2019 4:29:14 PM



ii 

The Glass Recycling Process <http://www.all-recycling-facts.com/glass-
recycle.html> (accessed August 10, 2017) 405b-407b 

The Ultimate Guide to Plastic Recycling <http://www.conserve-energy-
future.com/recyclingplastic.php> (accessed August 10, 2017) 408b-414b 

Schultz, State Beverage Container Deposit Laws
<http://www.ncsl.org/research/environment-and-natural-resources/state-beverage-
container-laws.aspx> (accessed 8/10/2017) 415b-418b 

R
E

C
E

IV
E

D
 by M

SC
 7/17/2019 4:29:14 PM



Kolbig Deposition

001b

R
E

C
E

IV
E

D
 by M

SC
 7/17/2019 4:29:14 PM

STATE OF MICHIGAN 

COURT OF CLAIMS 

Page 1 

TOMRA OF NORTH AMERICA, INC., 

Plaintiff, 

) 
) 
) 

) Docket No. 
) 14-91-MT 

-vs- ) Judge Talbot 
) 

DEPARTMENT OF TREASURY, 
STATE OF MICHIGAN, 

) 
)Consolidated 
)with Docket 
)No. 14-185-MT Defendant. 

D E P O S I T I O N 

of RONALD C. KOLBIG, a witness called 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 
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1 documents. 

2 

3 

A. 

Q. 

Um-hum. 

Is it your understanding that the 

Page 17 

4 responses thereto are accurate and complete as of 

5 today's deposition date? 

6 A. Yeah, yes. 

7 Q. Again, before we get into the nuts and 

8 bolts of your audit here I just want to talk a 

9 little bit more about TOMRA. Again, their 

10 business is these container recycling machines? 

11 

12 

13 

14 

15 

A. Correct. 

Q. And they don't manufacture them, correct? 

That's your understanding? 

A. 

Q. 

Not TOMRA North America. 

Okay. For TOMRA North America, the 

16 plaintiff in this case, what do they do with these 

17 machines? 

18 A. They basically sell or lease the machines 

19 

20 

to various customers. 

Q. And who are their customers? 

21 A. Well, ther~'s a lengthy list. 

22 Q. In general? 

23 A. There may be Walmart, for example, or 

24 Kroger, et cetera, Meijer, Spartan, et cetera. 

25 Q. And what do these container recycling 
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8 

9 

10 

11 

12 

13 

14 

15 

16 

17 
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machines do? 

A. They take bottles and cans and crush 

and the machines actually crush those bottles and 

cans, and the -- the remains go into the -- after 

the initial crushing they go into bins, which 

TOMRA services and removes the bins and replaces 

them with empties. 

Q. With empty bins? 

A. 

Q. 

Empty bins for further collection. 

Okay. And what does TOMRA do with the 

full bins? 

A. Full bins are taken back to TOMRA's own 

recycling plant where they're further processed, 

that is, crushed, further crushing, sorting takes 

place, and eventually they get crushed or whatever 

happens to them and they use -- the scrap material 

is then subsequently sold. 

18 Q. Do you know who the scrap material is 

19 sold to? 

20 

21 

22 

23 

24 

25 

A. Various customers. That's way beyond the 

scope of the audit so we really don't care at that 

point in time. 

Q. And why don't you care? 

A. Well, because basically that was the -­

that had nothing to do with the sales tax portion 
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1 

2 

3 

4 

5 

6 

of this audit. 

Q. Okay. Were you aware during the course 

of the audit that TOMRA was claiming that these 

machines were exempt under the industrial 

processing exemption? 

A. They didn't make that whole claim on 

7 that, and actually there is no -- let's rephrase 

8 that. No, because this -- under the sales tax the 

9 only thing I was concerned with, whether or not 

10 their customer had any -- a valid exemption 

11 certificate, not whether or not IP -- TOMRA was 

12 claiming an IP exemption. 

13 

14 

15 

16 

17 

18 

19 

20 

Q. So during the course of your audit you 

weren't concerned with whether or not TOMRA itself 

or the machines themselves qualified for the IP 

exemption? 

A. Correct, not in the course of the sales 

tax audit, which is the one under protest. 

Q. Why didn't you consider that? 

A. Because that's beyond the scope of the 

21 audit. TOMRA the question -- all we requested is 

22 that they provide us with valid exemption 

23 certificates that they received from their 

24 clients, and they could do none of that during the 

25 course of the audit. They had zero. 
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Okay. So just to reiterate, and you may 

have already answered this before, during the 

course of your audit you did not consider whether 

TOMRA was an industrial processor or entitled to 

the industrial processing 

A. That's correct. The scope of this audit, 

again the sales tax audit. 

Q. Did you consider the IP exemption in the 

course of any other audits? 

A. The question arose in connection with the 

use tax, which for the most part I did not perform 

so I can't really give you the specifics on that 

audit. 

Q. And who would I ask about the use tax 

15 audit? 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

A. Mary Connolly-Pereira was mostly 

responsible for that. 

Q. You said that TOMRA sold and leased the 

container recycling machines? 

A. That's correct. 

Q. 

A. 

Q. 

What type of leases did they use? 

I don't recall. 

Do you know the difference between a 

capital lease and an operating lease? 

A. Yeah. 
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STATE OF MICIDGAN 

DEPARTMENT OF TREASURY 

Tomra of North America, Inc. 
One Corporate Drive, Suite 710 
Shelton, CT 06484-6243 

Docket No. 20112068 
Sales Tax 
Intent to Assess: TH82977 
Claimed Overpayment 
Audit Period: 10/1/2003-12/3 l/2008 

DECISION AND ORDER OF DETERMINATION 

The Department, having reviewed the recommendation of the Referee in the above captioned 
matter, and having been advised in the premises; and 

It appearing that the recommendation is supported by authority and reasoned opinion, and that 
the same is accepted; 

It appearing that the recommendation contemplates adjustment to Intent to Assess TH82977 to 
allow exemption for sales made to named customers of Tomra of North America, Inc. under 
exemption certificates; 

It appearing that the efforts of the audit staff to determine the dollar amount of exempt sales 
based on the blanket exemption certificates were unsuccessful due to the lack of records 
sufficient to support the claimed entitlement; 

Accordingly, it is ordered and determined that the proposed deficiency covering the period 
appearing on Intent to Assess TH82977 shall be assessed as originally determined for tax in the 
amount of $516,562.00, penalty in the amount of $58,502.00 and interest to be computed in 
accordance with sections 23 and 24 of 1941 PA 122, as amended. 

It is further ordered and determined that the Department shall issue a final assessment against 
you for the tax, penalty and interest due. The tax due on this assessment will be subject to the 
accrual of additional interest as provided by sections 23 and 24 of 1941 PA 122, as amended. 
The final assessment will provide your appeal rights with respect to the tax liability. 
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DocketN"o.20112068 
Decision and Order of Determination 
Page 2 of2 

It is further ordered and determined that your request for a sales tax refund in the amount of 
$2,458,452.00 shall remain denied. The statutory appeal periods set forth at MCL 205.22 for any 
appeal of this refund denial shall be calculated from the date of this Decision and Order of 
Determination. 

If you disagree with all or part of this Decision and Order of Determination as it relates to this 
refund denial, you may file your written appeal to the Michigan Tax Tribunal at P.O. Box 30232, 
Lansing, MI 48909 within 35 days, or to the Michigan Court of Claims at any of its district 
offices, within 90 days of this Decision and Order of Determination as provided at MCL 205.22. 
Contact information for the Court of Claims District Offices is available on their website at 
http://courts.mi.gov/courts/coc. 

DATED: FEB 07 2014 

cc: Andrew Koutroumanis, 20112068 
KMPG,LLP 
One Financial Plaza 
755 Main St 
Hartford, CT 06103 

~.~Sf 
Daniel M. Greenberg, Administrator 
Hearings Division 
On Behalf of State Treasurer 
R. Kevin Clinton 

CERTIFIED MAIL - RETURN RECEIPT REQUESTED 
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STATE OF MICHIGAN 

DEPARTMENT OF TREASURY 

Torma of North America, Inc. 
One Corporate Drive, Suite 710 
Shelton, CT 06484-6243 

Docket No. 20112068 
Sales Tax 
Intent to Assess: TH82977 
Claimed Overpayment 
Audit Period: 1 O/l/2003-12/31/2008 

INFORMAL CONFERENCE RECOMMENDATION 

An informal conference concerning this matter was held on July 25, 2012. Torma of North 
America, Inc. (Petitioner) was represented in person by Rick Hill, Andrew Koutroumanis, and 
Jeff Matto. Geoff Knotwell participated by telephone on behalf of Petitioner. The Michigan 
Department of Treasury (the Department) was represented in person by Lynn Boyes. Also 
representing the Department were Joyce McCain, who appeared by videoconference, as well as 
Mary Connelly and Ron Kolbig, who participated by telephone. 

This docket is related to Docket 20112067, which considers a corresponding use tax audit of 
Petitioner conducted by the Department. A separate recommendation will be issued in that 
matter. 

FACTS 

A sales tax audit of Petitioner was conducted by the Department covering the tax periods from 
October 1, 2003, through December 31, 2008. The Department determined a sales tax adjustment 
of $516,562.00 plus a negligence penalty and statutory, accruing interest was necessary. The 
primary cause of the adjustment was due to an understatement of sales and denial of all 
deductions. The negligence penalty was applied because the auditors were unable to review 
exemptions based on Petitioner's reporting methodology or choose a sample for review because 
Petitioner was unable to determine which invoices were taxed and which were exempt. 

On October 3, 2011, the Department issued Intent to Assess TH82977 to Petitioner for sales tax 
due of$516,562.00, penalty due of $58,502.00 and interest due of $197,601.50, for a total due of 
$772,665.50. 

On December 2, 2011, Petitioner appealed Intent to Assess TH82977 in its entirety. 

Petitioner also indicated that it was claiming a refund of Michigan sales tax collected from 
Petitioner's customers and paid during the audit period from October 1, 2003, through December 
31, 2008, in the amount of $2,458,452.00. Petitioner alleged that it erroneously collected sales 
tax on equipment that qualified for an industrial processing exemption. 
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Docket No. 20112068 
Page 2 of 8 

Petitioner sells, leases and repairs reverse vending machines (RVMs) that convert deposited used 
beverage containers into recycled materials, such as plastic, metal, and glass. Petitioner's largest 
segment of customers includes supermarket and liquor stores in states such as Michigan that 
have consumer beverage container deposit laws. Repairs generate service revenue both through 
warranty contracts and time and materials contracts. 

Petitioner's Position 

Petitioner asserted that its sales and leases of RVMs in Michigan were exempt for industrial 
processing pursuant to MCL 205.54t. Petitioner contests the $770,019.00 in sales tax, penalty 
and interest assessed and claimed a refund of sales tax collected in the amount of $2,458,452.00 
plus applicable interest. 

Petitioner explained that its customers use RVMs to collect bottles and cans to begin the process 
of conversion to reusable retail material. Petitioner's RVMs can receive a can or bottle passed 
through its sensors. The sensors determine if it contains excess liquid and, if so, it will reject the 
item. The RVMs can distinguish the color of bottles for glass sorting purposes and separate 
different colors into different storage bins. Aluminum cans and plastic bottles are not sorted by 
color, but are sorted into their own separate storage bins by type. The sensors determine if plastic 
is acceptable polyethylene terephthalate (PET) or high-density polyethylene (HDPE), which is 
not accepted. Bins internal to the RVMs store accepted bottles and cans until they are collected 
for transportation to a processing plant. 

Petitioner asserts that its RVMs begin the industrial process of recycling when its sensors 
determine whether items are acceptable and contaminant free. The bottles and cans collected by 
Petitioner are recycled into new products ultimately sold at retail or for reuse. A common use of 
PET is in the manufacture of new carpet. 

Petitioner contended that the sole purpose of is RVMs is to recycle used plastic, glass and 
aluminum to produce products for ultimate sale at retail or reuse. Petitioner asserts this fits 
squarely into the statutory definition of "industrial processing." 

Regarding the storage bins sold and leased to customers as part of RVM transactions, Petitioner 
contends that Examples 13 and 14 from Revenue Administrative Bulletin (RAB) 2000-4 support 
its position. 

On September 14, 2012, Petitioner provided additional information showing that it collected 
sales tax on sales of RVMs to larger retailers such as Wal-Mart, Kroger and Meijer. Some tax 
was collected from Spartan Stores, but some machines were sold to Spartan under a resale 
exemption that Spartan sold to affiliate stores (VGs, Glen's, D & W Fresh Markets and Family 
Fare Supermarkets). 

Subsequent to the informal conference, Petitioner provided the following exemption certificates: 
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-a blanket Michigan Sales and Use Tax Certificate of Exemption for industrial processing 
from Wal-Mart Stores, Inc. 

-a blanket Michigan Sales and Use Tax Certificate of Exemption for industrial processing 
from Meijer Inc. 

-a resale exemption claim from Spartan Stores Distribution, LLC 

The Department's Position 

The Department maintains that Intent to Assess TH82977 should be upheld as originally 
determined and that Petitioner's claim for a refund of $2,258,229.00 should be denied. 

Regarding Petitioner's refund request, the Department asserts that it should be denied because 
Petitioner provided no evidence of any customer claims of industrial processing, customer 
requests for refunds, or proof that the sales tax has been refunded to customers. 

Regarding the subject sales tax audit, the Department explained that Petitioner was unable to 
separate taxable from exempt sales based on the gross up of its sales tax liability per its sales tax 
payable account. The Department requested data from the Petitioner on numerous occasions to 
determine exempt sales, but Petitioner's representative failed to comply with each request. 
Petitioner is not reporting gross sales or deductions on either the backup or monthly returns or its 
Annual Sales, Use and Withholding Tax returns. Furthermore, Petitioner did not file Annual 
Returns for 2007 or 2008. The Department explained that based on the lack of information 
received from the taxpayer, it was forced to use the best available information to conduct its 
audit. 

The Department applied a negligence penalty to the audit determination because Petitioner was 
unable to determine which invoices it was taxing and which ones were exempt. 

ANALYSIS AND CONCLUSIONS OF LAW 

At issue is whether the Department erred in assessing Intent to Assess TH82977 to Petitioner 
following an audit. Also at issue is whether Petitioner is entitled to a refund of sales tax in the 
amount of$2,458,452.00. 

Sales covered by exemption certificates. 

Section 12 of the GSTA explains a seller's tax liability when an exemption is claimed by its 
customer: 

(1) If an exemption from the tax under this act is claimed, the seller shall obtain 
identifying information of the purchaser and the reason for claiming the 
exemption at the time of the purchase or at a later date. The seller shall obtain the 
same information for a claimed exemption regardless of the medium in which the 
transaction occurred. 
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* * * 

(5) A seller who complies with the requirements of this section is not liable for 
the tax if a purchaser improperly claims an exemption. A purchaser who 
improperly claims an exemption is liable for the tax due under this act. This 
subsection does not apply if a seller fraudulently fails to collect the tax, solicits a 
purchaser to make an improper claim for exemption, or accepts an exemption 
form when the purchaser claims an entity-based exemption .... [MCL 205.62(1) 
and (5).] 

The primary goal of statutory construction is to ascertain and give effect to the Legislature's 
intent as expressed by the language of the statute. Neal v Wilkes, 470 Mich 661,665; 685 NW2d 
648 (2004). When determining legislative intent, it is necessary to first look at the language of 
the statute. Yaldo v North Pointe Ins Co, 457 Mich 341, 346; 578 NW2d 274 (1998). If the 
language is clear and unambiguous, judicial construction is not permitted. Yaldo, 457 Mich at 
346. The factfinder may read nothing into an unambiguous statute that is not within the manifest 
intent of the Legislature as derived from the words of the statute itself. Alvan Motor Freight, Inc 
v Dep't of Treasury, 281 Mich App 35, 39; 761 NW2d 269 (2008). It must be presumed that 
every word is used for a purpose and the factfinder must give effect to every clause and sentence. 
Pohutski v Allen Park, 465 Mich 675, 683-684; 641 NW2d 219 (2002). 

By statute, it is clear that, where Petitioner has at any time either (a) collected a fully completed 
exemption certificate or (b) obtained the required data elements (including only the purchaser's 
name, address and reason for claiming an exemption), Petitioner is not liable for collection of 
sales tax on those sales. The audit determination should be adjusted to exclude sales tax liability 
for sales to Wal-Mart, Meijer and Spartan Stores Distribution by virtue of the Petitioner's 
provision of fully completed exemption certifications subsequent to the informal conference. 

Sales for which no exemption certificate was provided. 

Section 2 of the General Sales Tax Act ("GST A") provides in part: 

[T]here is levied upon and there shall be collected from all persons engaged in the 
business of making sales at retail, by which ownership of tangible personal 
property is transferred for consideration, an annual tax for the privilege of 
engaging in that business equal to 6% of the gross proceeds of the business, plus 
the penalty and interest if applicable as provided by law, less deductions allowed 
by this act. [MCL 205.52(1).] 

Section 1 of the GSTA defines "sale at retail" as: 

[A] sale, lease, or rental of tangible personal property for any purpose other than 
for resale, sublease, or subrent. [MCL 205.51(1)(b).] 
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It is not up to Petitioner to determine what items are taxable or exempt when making sales or 
leases of tangible personal property. Petitioner's statutory directive in section 2 of the GSTA is 
to charge sales tax on all sales of tangible personal property transferred for consideration. It is 
Petitioner's customers duty to claim exemption from sales tax if they believe an exemption to 
apply. Here, it appears that some of the RVMs sold to Spartan Stores Distribution were sold 
exempt for resale to Spartan Stores' affiliates. Spartan Stores must have provided Petitioner with 
a claim for exemption that Petitioner honored by not charging sales tax on certain sales. If other 
customers wanted to claim an exemption from sales tax, the action of making the claim must rest 
with the claimant - not with Petitioner. For sales where no exemption certificate was provided, 
Petitioner should have properly collected the tax due. Where Petitioner cannot show that it 
properly collected sales tax, the Department's assessment of the same should be upheld. 

Industrial processing 

Petitioner asserts that its RVMs should be exempt for industrial processing. Section 4t of the 
GSTA provides an exemption for industrial processing as follows: 

(1) 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: 

* * * 

(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. 

* * * 

(2) The property under subsection (1) is exempt only to the extent that the 
property is used for the exempt purpose stated in this section. The exemption is 
limited to the percentage of exempt use to total use determined by a reasonable 
formula or method approved by the department. 

(3) Industrial processing includes the following activities: 

(g) Remanufacturing. 

* * * 
(i) Recycling of used materials for ultimate sale at retail or reuse. 
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( 4) Property that is eligible for an industrial processing exemption includes the 
following: 

(a) Property that becomes an ingredient or component part of the finished product 
to be sold ultimately at retail. 

(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. 

* * * 
(5) Property that is not eligible for an industrial processing exemption includes the 
following: 

*** 
( e) Tangible personal property used for receiving and storage of materials, 
supplies, parts, or components purchased by the user or consumer. 

* * * 
(6) Industrial processing does not include the following activities: 

(a) Purchasing, receiving, or storage of raw materials. 

* * * 

(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. [MCL 205.54t.] 

The key inquiries in determining whether equipment is exempt for industrial processing are 
twofold: (1) whether the machine converts or conditions tangible personal property by changing 
its form, composition, quality, combination, or character; and (2) whether that tangible personal 
property is ultimately sold at retail. Per MCL 205.54t(7), industrial processing begins when 
tangible personal property tangible personal property moves from raw materials storage. 

Petitioner explains that its RVMs (a) determine if there is excess liquid in a can or bottle and 
either (b) distinguish the color of glass bottles for sorting or ( c) determine the type of plastic 
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( either PET or HDPE) for sorting. Sorting is not the beginning of industrial processing, 
according to section 4t(7). The DVD shows that plastic bottles are shredded after passing fraud 
detection tests, while aluminum cans are crushed. Petitioner then explained that its RVMs feed 
the glass, aluminum or plastic into internal bins, which store the property until it is collected and 
transported to a processing plant. The shredding and crushing processes for plastic and aluminum 
change the form of these types of tangible personal property; thus, appearing to start industrial 
processing. The RVMs, however, do not seem to change or convert the form of the glass bottles­
those are just sorted and spit out of the machines into storage bins. That the bottles may ( or may 
not) break when propelled into a storage bin is not the RVM changing or converting the form or 
quality of the bottles. It does not seem that RVMs that accept and sort glass are eligible for an 
industrial processing exemption because these machines do not change the form, composition, 
quality, combination or character of the glass they accept. 

Another requirement of industrial processing is the tangible personal property that is converted 
or conditioned must be ultimately sold at retail. Here, while Petitioner alleges that some of the 
plastic collected (PET) is used to manufacture new carpet. However, Petitioner did not detail 
what products were ultimately manufactured and sold at retail out of recycled aluminum or glass. 
Furthermore, Petitioner did not provide evidence, such as invoices, that the tangible personal 
property accepted and converted by its machines was ultimately manufactured into products that 
were ultimately sold at retail. Thus, Petitioner has not shown by a preponderance of the evidence 
that its RVMs were entitled to the industrial processing exemption it claimed. 

Refund claim. 

It is the taxpayer who bears the burden of demonstrating entitlement to a tax refund or credit. 
See, e.g., United States v Janis, 428 US 433, 440; 96 S Ct 3021; 49 L Ed 2d 1046 (1976); see 
also E-Z Sew Enterprises, Inc v United States, 260 F Supp 100 (ED Mich, 1966). Proof by a 
preponderance of the evidence applies to proceedings before an administrative agency. Blue 
Cross and Blue Shield of Michigan v Milliken, 422 Mich 1, 89; 367 NW2d 1 (1985); Aquilina v 
General Motors Corp, 403 Mich 206, 210-211; 267 NW2d 923 (1978). This standard requires 
that the fact-finder believe that the evidence supporting the existence of the contested fact 
outweighs the evidence supporting its nonexistence. Blue Cross and Blue Shield, 422 Mich at 89. 
This burden of persuasion applies to proceedings before an administrative agency. Blue Cross 
and Blue Shield, 422 Mich at 89; Aquilina, 403 Mich at 210. 

"As [sales tax] is a 'privilege tax,' the sales tax is imposed directly on the seller. However, the 
seller may pass it on to the purchaser and collect it at the point of sale. Sims v Firestone Tire & 
Rubber Co, 397 Mich 469,245 NW2d 13 (1976); Detroit & Cleveland Navigation Co v Dep't of 
Revenue, 342 Mich 234, 238; 69 NW2d 832 (1955)." World Book, Inc v Dep 't of Treasury, 459 
Mich 403,408; 590 NW2d 293 (1999). 

Regarding Petitioner's refund request, Petitioner provided no customer requests for refunds or 
proof that the sales tax has been refunded to customers. Here, the sales tax is a tax that may be 
passed on to the purchaser, which from all accounts, it appears that Petitioner did. Petitioner may 
not make itself greater than whole by charging its customers sales tax and requesting a refund for 
itself. Here, prior to any entitlement to a sales tax refund, Petitioner must show that its customers 
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who were charged sales tax have requested a refund from Petitioner and that Petitioner has first 
refunded sales tax it collected to those customers before being reimbursed by the Department. 
Thus, Petitioner has not shown entitlement to the sales tax refund requested. 

RECOMMENDATION 

For the above-stated reasons, it is recommended that the audit determination should be adjusted 
to remove taxable exceptions for sales and leases ofRVMs and storage bins to Meijer, Wal-Mart 
and Spartan Stores Distribution during the audit period. All other sales and leases during the 
audit period should remain taxable where no exemption certificate was supplied. 

It is further recommended that Petitioner's request for a sales tax refund of $2,458,452.00 should 
be denied. 

Respectfully submitted, 

~~A-ol)efLG, 
Elisabeth A very, Referee 
Hearings Division 
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1 STATE OF MICHIGAN 

2 COURT OF CLAIMS 

3 -----------------
) 

4 TOMRA OF NORTH AMERICA, INC., 

) 

5 

6 -vs-

Plaintiff, ) Docket No. 

) 14-91-MT 

)Judge Talbot 

7 DEPARTMENT OF TREASURY, 

STATE OF MICHIGAN, )Consolidated 

8 )with Docket 

Defendant. )No. 14-185-MT 

9 -----------------
10 

11 

12 

13 DEPOSITION 

14 of LANCE WILKINSON, a witness called by Plaintif, 

I 5 taken before Tamara Staley Heckaman, Certified 

I 6 Shorthand Reporter and Notary Public, at 525 West 

I 7 Ottawa, Lansing, Michigan, on Wednesday, January 

18 7, 2015, noticed for the hour of 1 :00 p.m. 

19 

00002 
l APPEARANCES: 

2 

3 

4 

5 

6 

7 

8 

9 

10 

HONIGMAN MILLER SCHW<\RTZ AND COHN LLP 

222 North Washington Square 

Suite 400 

Lansing, Michigan 48933 

By 

BRIANT. QUINN, J.D. 

On behalfof Plaintiff. 

MICHIGAN DEPARTMENT OF ATTORNEY GENERAL 

Revenue & Collections Division 

P.O. Box 30754 

Lansing, Michigan 48909 

By 

SCOTT L. DAMICH, J.D. 

-and-

ADAM SADOWSKI, J.D. 

On behalfofDefendant. 

11 
12 EXAMINATION INDEX 

13 ATTORNEY'S NAME EXAMINATION RE-EXAMINATION 

14 BYMR. QUINN: 3 

15 BYMR. DAMICH: 

16 * * * 

17 INDEX OF EXHIBITS 

Page 1 

00003 
1 Lansing, lv11~nigan 

2 Wednesday, January 7, 2015 

3 1:00 p.m. 

4 LANCE WILKINSON, 

5 having been duly sworn, testified as follows: 

6 EXAMINATION 

7 BY MR. QUINN: 

8 Q. Could you state your name for the record 

9 and spell your last name? 

10 A. Lance Wilkson, W-i-1-k-i-n-s-o-n. 

11 Q. Let the record reflect this is the 

12 deposition of Lance Wilkinson, pursuant to notice, 

13 for any and all purposes under the Michigan Court 

14 Rules. 

15 Mr. Wilkinson, my name is Brian 

16 Quinn. I represent the plaintiff in this case, 

17 TOMRA of North America, Inc., which I'll just 

18 refer to as TOMRA for ease of reference. 

19 A. Okay. 

20 Q. Have you ever had your deposition taken 

21 before? 

22 A. Yes. 

23 Q. So you know the ground rules. I'll just 

24 give you a couple of my little rules that I like 

25 to follow. Obviously it's a question/answer 

00004 
1 format. Verbal responses are necessary so Tami 

2 can get down your responses. Ifl ask you a 

3 question and you answer it I'm going to assume 

4 that you understood the question. If at any time 

5 you don't understand my question, which can 

6 happen, just ask me to repeat it or rephrase it 

7 and I'll do my best to make it more clear 

8 We can take a break at any time that 

9 you want. The only caveat to that is if there's a 

l O question on the table I'd ask that you answer it 

11 and then we can take a break for however long you 

12 want. 

13 We used binders this morning for the 

14 exhibits for the deposition of Mr Kol big. 

I 5 There's a couple other depositions in this case so 

16 we're just going to be referring to binders if 

17 that's easy, so if you could, can you flip to tab 

18 C in your binder, which has been marked as 

19 Deposition Exhibit C. If you could can you 

20 identify that document for me? 

2 I A. It's a notice for the deposition. 

22 Q. Have you seen that document before? 

23 A. Yes. 

24 Q. On the second page of it it asks you, the 

25 deponent, to produce certain things, those are 

Page 3 

Page 2 Pn"" 4 
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00005 
I items one, two, and three; do you see that on the 

2 notice? 

3 A. Yes. 

4 Q. Did you bring any of those items with you 

5 today? 

6 A. I did not. These items were produced 

7 during the -- in the request for production. I 

8 had no additional documents. 

9 Q. And did you assist in the request for 

10 production of documents? 

11 A. Yes. 

12 Q. And what was the extent of your 

13 involvement, your assistance? 

14 A. I reviewed the records that were in my 

15 possession to see ifl had any documents 

16 responsive to the request. !fl did I provided 

17 them to counsel. 

18 Q. Do you know what those documents 

19 entailed? 

20 A. There were some e-mails. That's about 

21 the only thing I recall. 

22 Q. And who were those e-mails between? 

23 A. Me, counsel, and my staff. 

24 Q. And what staff members were those? 

25 A. Pat Calore. 

00006 
I Q. Any other staff members? 

2 A. I don't know. I often copy my secretary 

3 but... 

4 Q. So apart from e-mails were there any 

5 other documents or records in your possession? 

6 A. No. 

7 Q. If you could can you flip to tabA, which 

8 has been marked as Deposition ExhibitA. Can you 

9 identify that document for me? 

IO A. It is our witness list. 

11 Q. Okay. Have you seen this document 

12 before? 

13 A. I don't think I have, no. 

14 Q. Do you see your name on this document? 

15 A. I do. I'm number one. 

16 Q. You are the number one witness. Do you 

17 know why you're listed as the number one witness? 

18 A. Typically when there may be need to 

19 testify on department policy I'll be listed due to 

20 my position as administrator with tax policy 

21 division or my designee in the event that there's 

22 someone on my staff that is better suited for the 

23 particular topic at issue. 

24 Q. And are you aware of this case, TOMRA of 

25 North America V Department of Treasury? 

Page 5 

00007 
1 A. 

2 Q. 

I'm aware of the ca,~ -­

Okay. 

3 A. --yes. 

4 Q. And what's your understanding of the 

5 case? 

6 A. TOMRA is seeking a refunil for the sale 

7 of -- for sales or use tax related to reverse 

8 vending machines sold to retailers throughout the 

9 state. 

10 Q. Were you involved in the audit in this 

11 case? 

12 A. No. 

13 Q. Were you involved in the assessment in 

14 this case? 

15 A. No. 

16 Q. Were you involved in the informal 

17 conference process in this case? 

18 A. No. 

19 Q. What are your duties and responsibilities 

20 as administrator of tax policy division? 

21 A. The tax policy division is comprised of 

22 eleven attorneys referred to as administrative law 

23 specialists in the civil service rules. We also 

24 have one specialist and two analysts. Our job is 

25 to -- we work with counsel on lawsuits that 

00008 
I involve revenue act taxes. We work with our 

2 executive office when they have legal questions 

3 and need recommendations. We work with the 

4 legislature on drafting legislation. We 

5 produce -- we develop and publish guidance 

6 regarding tax laws. We also review upon request 

7 of the administrator of the hearings division 

8 recommendations to determine if those 

9 recommendations are consistent with department 

IO policy. 

11 Q. Does the tax policy division issue 

12 guidance on tax exemptions? 

13 A. We may. We could either provide guidance 

14 on written requests in the form of a letter 

15 ruling. I believe there's also a -- several 

16 RAB's, Rev Administrative Bulletins, that exist 

17 dealing with tax exemptions. 

18 Q. Is tax policy responsible for the 

19 drafting ofRABs? 

20 A. Usually. 

21 Q. Would any other division be responsible 

22 for that? 

23 A. We have RABs that detail prepaid sales 

24 tax rates as it relates to gasoline and diesel 

25 fuel, which is produced by our tax processing. 

Page 7 
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00009 
1 There may be other RABs out there that deal wn .. 

2 rates, interest rates, for example, that tax 

3 policy doesn't necessarily draft. 

4 Q. Is tax policy division responsible for 

5 drafting any guidance or RABs on the industrial 

6 processing exemption? 

7 A. We have produced guidance on the IP 

8 exemptions, yes. 

9 Q. When you say that you produced it, have 

10 you produced it in this case? 

11 A. Not that I'm aware of. Speaking in terms 

12 of general guidance, RevenueAdministrative 

13 Bulletins, which provide guidance to the 

14 practitioner and taxpayer community as a whole. 

15 Q. The administrative law specialists, are 

16 they akin to in-house counsel? 

17 A. We view it that way. The governmental 

18 structure and the AG serves as the State's 

19 counsel, but they are used that way in terms of 

20 recommendations when there are questions. 

21 Q. Do you know if the Civil Service 

22 Commission views them as in-house counsel? 

23 A. I don't. I doubt it but I don't know 

24 Q. And how long have you been administrator? 

25 A. I've been administrator for approximately 

00010 
1 three years. 

2 Q. And what was your position before that? 

3 A. I was administrative law specialist for 

4 the tax policy division from 2000 -- from the 

5 beginning of2006 until 2011 at which time I 

6 became administrator. 

7 Q. And prior to being administrative law 

8 specialist where did you work? 

9 A. I worked as an associate attorney at 

10 Warner Norcross & Judd in Grand Rapids, Michigan. 

11 Q. And how long were you there for? 

12 A. I was at Warner Norcross for 

13 two-and-a-halfyears. 

14 Q. So roughly '03 to '06, sound about right? 

15 A. Yes. 

16 Q. And when you were an attorney atWarner 

17 Norcross did you deal with state tax issues? 

18 A. Yes. Not exclusively but yes. 

19 Q. What department were you in over there? 

20 Litigation? 

21 A. I was in what they refer to as their 

22 business practice group. 

23 Q. And what about prior to being an 

24 associate attorney at Warner Norcross, what was 

25 your employment? 

Page 9 

00011 
1 

2 

A. Real full-time emp,vyment? 

Q. Yeah. 

3 A. Yeah. I would go back to before law 

4 school I worked for Intel Corporation in Chandler 

5 Arizona. 

6 Q. What did you do there? 

7 A. I did -- I was a project manager at the 

8 end. Prior to that I was what's known as a 

9 business analyst. 

10 Q. And when did you go to law school? 

11 A. I went to law school -- I graduated law 

12 school 2003. 

13 Q. And from which law school? 

14 A. University of Michigan. 

15 Q. Where did you do your undeigrad? 

16 A. Also University of Michigan. 

17 Q. What year did you graduate? 

18 A. I graduated -- I graduated law school in 

19 2003. I graduated undergrad in 1996. 

20 Q. And what was your degree in? 

21 A. Economics. 

22 Q. Any post grad work? 

23 A. No. 

24 Q. Besides law school? 

25 A. No. 

00012 
I Q. And are you a CPA? 

2 A. No. 

3 Q. Do you have any specialized 

4 certifications in accounting or state taxation? 

5 A. No. 

6 Q. When did you first become aware ofTOMRA 

7 and their claims for refund as well as challenging 

8 the assessment? 

9 A. I received a refund request from a 

10 taxpayer that I can't disclose that requested 

11 their refund claim to be put on hold until TOMRA's 

12 refund claims were I guess concluded. 

13 Q. So explain to me how that works. I mean, 

14 what's the essence of their refund claim? 

15 A. I don't recall. I just recall that there 

16 was a letter seeking a refund claim related to 

17 reverse vending machines, but the Jetter 

18 acknowledged thatTOMRAhad already requested a 

19 refund and that they were requesting that their 

20 claim not be decided upon until TOMRA's was 

21 concluded. 

22 Q. And this is a refund for what type of 

23 tax? 

24 

25 

A. Must be sales tax. 

Q. And what you call reverse vending 

Page 11 
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00013 
1 machines we call container recycle machines, su 

2 for ease of reference I'll use CRM or just 

3 generically machines. What's your understanding 

4 of how these machines work? 

5 A. You insert a recyclable returnable can or 

6 bottle, one that would be subject to the bottle 

7 deposit laws. The machine makes sure that that's 

8 a returnable container, and then depending on what 

9 it is, whether it's glass or can or bottle, 

10 basically deposits it in a bin. 

11 Q. And how did you come across your 

12 understanding of how these machines work? 

13 A In discussing this case. 

14 Q. And were those discussions with people 

15 from TOMRA? 

16 A. Some of those discussions were with my 

17 staff and my counsel. Others were with TOMRA's 

18 counsel. 

19 Q. Have you reviewed any literature on how 

20 these machines work? 

21 A Not in the context of this case. 

22 Q. Have you reviewed any DVDs on how these 

23 machines work? 

24 A. I have not. 

25 Q. Is it your understanding thatTOMRA's 

00014 
1 position is that the sale and lease of these 

2 machines are subject to the industrial processing 

3 exemption? 
4 A. I don't think that's their position. 

5 Q. Okay. What do you think their position 

6 is? 
7 A. I think their position is that •• can I 

8 go off the record here for a minute? 

9 Q. If you want, yeah. We'll take a break. 

10 (Discussion off the record.) 

11 THE WITNESS: Could you repeat the 

12 question? 

13 BYMR. QUINN: 

14 Q. I will try. 

15 A. Yes, thank you. 

16 Q. What is your understanding ofTOMRA's 

17 position with respect to the industrial processing 

18 exemption? 

19 A I believe their position is that the use 

20 of these machines by the retailers is exempt as 

21 industrial processing. 
22 Q. Okay. And have you reached a conclusion 

23 whether that position is correct or incorrect? 

24 A. I have not. 
25 Q. Have you had a chance to review the audit 

Page 13 

00015 
1 report of findings in this ,.,~,e? 

2 A. No. 

3 Q. Have you reviewed the informal conference 

4 recommendation in this case? 

5 A. Yes, but I don't recall •• I don't recall 

6 the conclusions or the reasoning in the hearing. 

7 I do remember I read it once but... 

8 Q. Do you remember what the disposition as a 

9 result of the informal conference recommendation 

10 was on TOMRA's direct claim for refund? 

11 A. No. I mean, I think it was related to 

12 exemption certificates, but I don't remember what 

13 the ultimate conclusion was. 

14 Q. Do you recall what the informal 

15 conference recommendation's conclusion was with 

16 regard to the industrial processing exemption? 

17 A. I don't. 

18 Q. Do you recall the informal conference 

19 recommendation's conclusion regarding unjust 

20 enrichment with respect to TOMRA's refund claim? 

21 A. No. 

22 Q. What's your understanding of the 

23 statutory provision regarding unjust enrichment? 

24 A. I mean, I can't quote the provision but I 

25 think it says something to the effect of·· that 

00016 
1 sales tax amounts erroneously collected or over 

2 collected must be remitted to the State. A 

3 taxpayer cannot enrich themselves by keeping sales 

4 tax. 

5 Q. So in this particular instance ifTOMRA 

6 erroneously collected and remitted sales tax to 

7 the department, the unjust enrichment to TOMRA 

8 would be what? 

9 A. Well, the department's position would be 

IO that we •· the department would refund those 

11 erroneously remitted sales tax amounts toTOMRA so 

12 long as TOMRA had shown that they had refunded the 

13 customers from whom they had erroneously collected 

14 the tax. 

15 Q. So it's the department's position that 

16 TOMRA has to refund first to the customers before 

17 it can seek a refund from the department? 

18 A. Yes. 

19 Q. Do you know what statutory provision 

20 requires that? 

21 A. The statutory support for that position 

22 is the statute that discusses unjust enrichment. 

23 I don't have a cite. I'm sorry, I don't recall 

24 it. 
25 Q. Do you know if that statutory provision 

Page 15 
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1 provides that refunds must be made to the custom~, 

2 first? 

3 A. It does not. It doesn't specify the 

4 order in which this occurs. 

5 Q. So the department's position on the order 

6 that -- in which it occurs, where's the authority 

7 for that? 

8 A. The statute and the department's 

9 interpretation of that statute. 

l O Q. If instead the department refunded the 

11 amounts to TOMRA that were erroneously collected 

12 and remitted and TOMRA was to tum those refund 

13 amounts over to its customers, would there still 

14 be unjust enrichment? 

15 A. Perhaps not, although that's not 

16 consistent with the department's policy. 

17 Q. And the policy being refund customer then 

18 seek refund from us? 

19 A. Yes. 

20 Q. Assuming that that's not the department's 

21 policy, ifit were to permit a refund toTOMRA 

22 first and TOMRA turns around and refunds the 

23 customers would there be unjust enrichment? 

24 MR. DAMICH: I'm going to object, it 

25 asks for a legal conclusion. You have to answer 

00018 
1 though. 

2 THE WITNESS: Okay. Probably not. 

3 BY MR. QUINN: 

4 Q. Are you aware that it'sTOMRA's position 

5 at informal conference that it would, in fact, 

6 refund the money to its customers? 

7 A. No. 

8 Q. In a situation like this whereTOMRA 

9 erroneously collects sales tax from its customers 

10 and then remits that sales tax to the State, would 

11 the customer have a direct claim for a refund of 

12 sales tax? 

13 A. No. 

14 Q. So TOMRA first has to ask for the refund? 

15 A. That's the department's position, yes. 

16 Q, And that's based upon what? 

17 A. The statute, the identity of the 

18 taxpayer. 

19 Q. So is it fair to say thatTOMRAis the 

20 one that has to ask for the refund because it was 

21 TOMRA that remitted the sales tax to the State? 

22 A. TOMRA is the entity, the taxpayer here. 

23 They're the one making a retail sale subject to 

24 sales tax, so as the taxpayer they would be the 

25 one that would have to request the refund. I 

Page 17 

00019 
1 should clarify something earlier too, it's not 

2 necessarily that it's been erroneously collected. 

3 Q. Right. 

4 A. A party could collect sales tax correctly 

5 but later on an exemption is produced. 

6 Q. Is there any circumstances where the 

7 customer could get a credit, you knov_ for 

8 example, against use tax liability for amounts of 

9 sales tax that it already paid? 

l O A. I don't know of any. 

11 Q. Are you familiar with MCL205.2lb? 

12 A. Not by -- it's in the revenue act. 

13 Q. Yeah. 

14 A. Yeah. 

15 Q. But off the top of your head you can't 

16 remember --

17 A. I couldn't cite it, no. That might be 

18 the use tax offset provision. 

19 Q. Yeah. 

20 A. Yeah. That may answer your question, but 

21 that's something that I think occurs in audit. 

22 That's not a provision that I'm familiar with in 

23 practice. 

24 Q. Do you know sitting here today if that 

25 statutory provision caps the offset amount? 

00020 
l A. I don't know. 

2 Q. Okay. !fl were to tell you that it caps 

3 the offset amount at $5,000, would you have any 

4 reason not to believe me? 

5 A. No, although that doesn't ring a bell 

6 but... 

7 Q. Yeah. 

8 A. I haven't spent a lot of time with 21 b. 

9 Q. Assuming for the sake of argument that it 

10 does cap it at $5,000 and the customer has way in 

11 excess of that $5,000 limit, is there any way for 

12 that customer to get the access? 

13 A. I don't know. 

14 Q. In this particular case are you aware if 

15 TOMRAprovided any exemption certificates to the 

16 department from its customers? 

17 A. I'm not certain, no. 

18 Q. If you could can you flip to tab R in 

19 your binder, which has been marked as Deposition 

20 Exhibit R. Can you describe what this document is 

21 for me? 

22 A. The title is Michigan sales and use tax 

23 certificate of exemption. The vendor is TOMRA, 

24 the claimant is Meijer, and the claim is for 

25 industrial processing. 
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00021 

1 Q. Have you seen this certificate before? 
2 A. I have not. 

3 Q. Do you know if Meijer is a customer of 
4 TOMRA? 

5 A. This looks like it, yes. This would seem 

6 to indicate that. 

7 Q. So based on the blanket certificate 

8 itselfleads you to that conclusion? 

9 A. Yes. 

10 Q. Do you have any independent knowledge of 
11 whether or not Meijer is a customer ofTOMRA? 

12 A. No. 

13 Q. And can you tell me the dates that this 
14 certificate applies to? 

15 A. It was signed in October of 2012 and the 

16 certificate -- there's some additional writing in 

17 here that's saying that the certificate extends 

18 back to January 200 I. 
19 Q. Is that proper to extend it back like 

20 that? 

21 A. I don't know if it's proper in terms of 

22 what's expected when filling out a form, but I 

23 think the department's general practice is to 

24 honor an exemption certificate whenever received. 

25 It doesn't necessarily have to be produced at the 

00022 
I time of the transaction. 

2 Q. And the department's practice of 

3 accepting these, is it based on statute or.. 

4 A. I assume it's consistent with statute. 

5 can't recall the IP exemption provision oif the 

6 top ofmy head. 

7 Q. If you could can you flip to tab S, which 

8 has been marked as Deposition Exhibit S. Can you 

9 identify this document for me? 

IO A. This appears to be a sales and use tax 

11 certificate of exemption by Spartan Stores. 

12 Q. And the vendor isTOMRA? 

13 A. Yeah, here they're identified as the 

14 seller. This is a homemade exemption certificate. 
15 Q. I know it's not on the department's form 

16 so ... The date on that, can you identify the date 

17 for me? 
18 A. It is dated September 1st, 2012. 

19 Q. Have you ever seen this certificate 

20 before? 

21 A. No. 

22 Q. lfyou could can you flip to tabT for 

23 me, which has been identified as Deposition 

24 Exhibit T. Can you identify this document for me? 

25 A. This is a Michigan sales and use tax 

Page 21 
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1 certificate of exemption. 

2 Q. And the claimant is who? 

3 A. Walmart Stores, Inc. 
4 Q. And the vendor or seller? 

5 A. TOMRA, TOMRA processing center/TOMRA of 

6 North America. 

7 Q. And can you give me the dates upon which 

8 this extends back to? 

9 A. It was signed 12-18-2012 and it's --

10 there's a note in here that says it extends back 

11 to October 1st, 2003. 

12 Q. And, again, it's the department's 

13 practice to honor that request extending it back? 

14 A. I believe so. 

15 Q. lfTOMRA had collected sales tax from 

16 Walmart and then remitted that to the department, 

17 could Wal mart make a direct claim for that sales 

18 tax collected and remitted? 

19 A. I don't think so. That at least is not 

20 consistent with my understanding of department 

21 policy. 

22 Q. So the only person to collect it is -- or 

23 to make a refund claim would beTOMRA? 

24 A. Yes. 

25 Q. And if the State refunded TOMRA the 

00024 
I amounts and TOMRA then remitted those amounts to 

2 Walmart, would there be unjust enrichment? 

3 A. It goes back to the scenario earlie~ 

4 that's not department policy. 

5 Q. Um-hum. 

6 A. But assuming the hypothetical as you 

7 asked me to assume earlier, then likely not. 

8 Q. lfTOMRA was to present the department 

9 with an agreement between itselfandWalmart that 

IO any amounts that it -- that TOMRA received from 

11 the State in connection with sales tax collected 

12 and remitted, would that be sufficient to 

13 alleviate the department's concerns over unjust 

14 enrichment? 

15 A. No. 

16 Q. Why is that? 

17 A. Well, it's a hypothetical. We have -- as 
18 far as I know have not been presented with that 

19 scenario so no decision has actually been made. 

20 However, our policy is to refund the taxpayer upon 

21 demonstrating that the taxpayer has, in fact, 

22 refunded their customers. 

23 Q. But a signed written agreement would not 

24 be sufficient? 

25 A. I guess I don't know I haven't been 
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00025 
1 presented that. 1 don't know that we've made a 

2 decision on anything like that before. 

3 Q. For example, the •• sticking with the 

4 certificate of exemption at tab T for Walmart, is 

5 TOMRA permitted to rely upon this certificate of 

6 exemption? 

7 A. Generally, yes. 

8 Q. What would be some circumstances where 

9 they would not be able to rely upon the exemption? 

10 A. Evidence of collusion or fraud, which I 

11 don't think are present here. 

12 Q. So apart from the exemption certificate 

13 itself, what would a seller need to provide to the 

14 department to be entitled to the exemption? 

15 A. Could you rephrase the question? 

16 Q. Sure. IfTOMRAis presented with a 

17 certificate of exemption, for example, Wal mart, 

18 does it need to prove anything else to the 

19 department that the transaction's exempt other 

20 than that they received a certificate of 

21 exemption? 

22 A. If I'm understanding you there's going to 

23 be some conflating here. FromTOMRA's perspective 

24 whether they'd be required to pay sales tax on 

25 that, they can rely on the exemption. 

00026 
1 Q. Um-hum. 

2 A. Whether the exemption is proper would 

3 probably come from an audit of the retailer that 

4 purchased the reverse vending machines or the •• 

5 Q. Machines. 

6 A. -· machines, sorry. 

7 Q. Okay. So that would be an issue between 

8 the department and Wal mart, not necessarily an 

9 issue between TOMRA and the department? 

10 A Yes. 

11 Q. Is it the department's policy that 

12 industrial processing involves recycling? 

13 A. I believe that's the statute. I'm not 

14 familiar with any specific departmental policy on 

15 recycling. 

16 Q. So it's your understanding that the 

17 industrial processing statute includes recycling 

18 as an industrial processing activity? 

19 A. As I recall but, again, I don't have the 

20 statute in front of me. That's what would dictate 

21 whether recycling is part of it or not. 

22 Q. And do any of the machines thatTOMRA 

23 sells or leases involve recycling? 

24 A. I don't know. That's a good question. 

25 Q. Do you know if they convert or condition 
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00027 
1 the containers that they 1~. ,1ve? 

2 A. As I understand it, for cans and plastic 

3 there is some crushing. 

4 Q. Um-hum. 

5 A. Whether that constitutes conditioning I 

6 don't know. 

7 Q. So for cans and plastic bottles, in 

8 addition to crushing do they do anything else to 

9 the containers? 

10 A. No. Well, I mean, I think there's a 

11 scanning to make sure that there are eligible 

12 containers. 

13 Q. Would that be characterized as 

14 inspection? 

15 A. I don't know. 

16 Q. Do you know if it would be characterized 

17 as sorting? 

18 A. I don't knO\V. 

19 Q. Do you know if the department has 

20 formulated a policy on that? 

21 A. No, I don't·· no, I don't know ifwe 

22 have. 

23 Q. Okay. 

24 A I don't know what it is. 

25 Q. Let me just double-check real quick. Do 

00028 
1 you know what the difl'erence between an operating 

2 lease and a capital lease is? 

3 A In general, generall)! would never write 

4 a paper on it, but my understanding of capital 

5 leases is that generally it's a financing 

6 mechanism. 

7 Q. How so? 

8 A This is going to maybe sound stupid on a 

9 transcript, but it's •• it has to do with 

1 O you're •. you're almost essentially purchasing the 

11 equipment but you're doing so through a capital 

12 lease. I know for tax purposes, for federal tax 

13 purposes, often you're treated as if you own the 

14 goods. 

15 Q. That was pretty good. Do you know if 

16 TOMRA did operating leases, capital leases, both? 

17 A. I have no idea. 

18 Q. Okay. 

19 A I don't know. 

20 Q. Do you·· are you aware if the machines 

21 contain bins? 

22 A. Yes, I believe they do. 

23 Q. And how did the bins interact with the 

24 machines? 

25 A I don't know the design components, but I 

Page 27 

~u ~n 
Wilkinson, Lance Ol/07/2015-------------_JL--------------------Pages 25-28 



Wilkinson Deposition

023b

R
E

C
E

IV
E

D
 by M

SC
 7/17/2019 4:29:14 PM

00029 
1 believe the cans or bottles get dropped into the 

2 bins. 

3 Q. And then once the containers are dropped 

4 into the bins, then what happens? 

5 A. I don't know exactly. 

6 Q. Okay. 

7 A. I believe somebod:ii I don't know who, 

8 picks up the bins and takes them somewhere or at 

9 least picks up the cans or bottles in the bins and 

10 takes them somewhere. 

11 Q. And do you know where that somewhere 

12 would be? 

13 A. No, l don't. 

14 Q. So not specific to this case but what's 

15 your general understanding of what happens to 

16 used, deposited beverage containers? 

17 A. I believe the bottle deposit law -- I 

18 mean, they're prohibited from going into the 

19 landfill. 

20 Q. Um-hum. 

21 A. So I believe that they are recycled or 

22 used in some way. I don't think bottles are ever 

23 refillable anymore but I think they used to be. 

24 Q. So apart from reuse they could be 

25 recycled into a product available for sale at 

00030 
1 retail? 

2 A. Yes, they could. I don't know if they 

3 are but they certainly could. 

4 Q. Do you know whether or not that was done 

5 in this case? 

6 A. I don't. 

7 Q. I think that's all I have. Yeah, that's 

8 it. 

9 MR. DAMI CH: Give me a second. 

IO Yeah, I'm good. I don't have anything. 

11 MR. QUINN: Okay. 

12 (Whereupon Deposition concluded 

13 at 1 :45 p.m.) 

14 

15 

16 

17 

18 

19 
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25 
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00031 
1 STATE OF MICHIGAN , 

) ss 
2 COUNTY OF CLINTON ) 

3 

4 I, Tamara Staley Heckaman, Certified 

5 Shorthand Reporter and Notary Public in and for 

6 the County of Clinton, State ofMichigan, do 

7 hereby certify that the foregoing Deposition was 

8 taken before me at the time and place hereinbefore 

9 set forth. 

10 I further certify that said witness was 

11 by me duly sworn in said cause; that the testimony 

12 then given was reported by me stenographically; 

13 subsequently with computer-aided transcription, 

l 4 produced under my direction and supervision; and 

15 that the foregoing is a full, true, and correct 

16 transcript of my original shorthand notes. 

17 IN WITNESS WHEREOF, I have hereunto set 

18 my hand and seal this 19th day ofJanuary, 2015. 

19 

20 

21 

22 

Tamara Staley Heckaman, CSR-3443, 

Certified Shorthand Reporter, 

Registered Professional Reporte~ 
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PLAINTIFF'S RESPONSE TO DEFENDANT'S 
THIRD DISCOVERY REQUESTS TO PLAINTIFF 

NOW COMES Plaintiff, TOMRA of North America ("Plaintiff'), by and through its 

attorneys, Honigman Miller Schwartz and Cohn LLP, and provides answers to Defendant 

Department of Treasury, State of Michigan's (the "Department") Third Discovery Requests as 

follows: 
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All answers and responses contained herein are made in reference to and solely for the 

purpose of this action, and the provision of each such response or answer does not in any way 

restrict or modify Plaintiffs rights to object to the admissibility of the information so provided if 

presented by or discussed at the time of trial, and Plaintiff hereby reserves all rights to raise any 

objection allowed by law in an effort to exclude and render inadmissible any of the information 

provided herein at the time of trial. 

Plaintiff has provided its answers and responses to the Department's discovery requests 

in an effort to expedite discovery, and by providing these answers, which may later prove to be 

incomplete, Plaintiff does not in any way limit or affect its ability to produce additional 

information or facts prior to trial, either in response to the Department's discovery attempts or in 

furtherance of Plaintiffs own discovery or presentation of its claims and defenses. 

The following responses are true and correct to the best of Plaintiffs knowledge, 

information, and belief as of the date of these responses. Plaintiff reserves the right to amend or 

supplement its responses if it finds that inadvertent omissions have been made or if additional 

documents or information are discovered at a later date. 

To the extent that any interrogatory seeks information protected from disclosure by the 

attorney-client privilege or the work-product doctrine, Plaintiff objects to such request. 

INTERROGATORIES 

FIRST INTERROGATORY: 

1. You allege in Count I of the Complaint that you are entitled to an industrial 

processing exemption. Please identify a precise dollar figure that represents the amount of Final 

Assessment No. TH82977 you allege is unlawfully assessed based on the industrial processing 

2 
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exemption to which you refer to in Count I, and explain how you calculated the precise dollar 

figure. 

ANSWER: 

Plaintiff objects to this interrogatory as vague and ambiguous in that the 

interrogatory refers to "the Complaint" in this consolidated case in which two separate 

complaints were filed. Assuming the Department is referring to the Complaint filed in 14-

185-MT, claiming a refund of the sales tax assessment issued by the Department, Plaintiff 

states that the entire amount assessed by the Department under Final Assessment TH82977 

was unlawfully assessed. The precise dollar figure of the assessment is the amount stated 

on the Final Assessment issued by the Department on May 9, 2014 and attached as Exhibit 

4 to the Complaint filed in 14-185-MT and paid under protest on June 19, 2014. The 

precise amount of the assessment was calculated by the Department and, therefore, the 

methodology of the calculation of the assessment is within the knowledge of the 

Department. The Final Assessment indicates that the amounts stated therein must be paid 

within 30 days of receipt of the assessment, and Plaintiff complied. 

SECOND INTERROGATORY 

2. You allege in Count I of the Complaint that you are entitled to an industrial 

processing exemption. Please identify and describe each of the items or pieces of equipment you 

sold or leased during the period at issue that you allege is exempt from sales tax because of the 

industrial processing exemption. 

ANSWER: 

Plaintiff objects to this interrogatory as vague and ambiguous in that the 

interrogatory refers to "the Complaint" in this consolidated case in which two separate 

3 
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complaints were filed. Assuming the Department is referring to Complaint 14-185-MT, 

claiming a refund of the sales tax assessment TH82977 issued by the Department, Plaintiff 

states that it believes it remitted the correct amount of sales tax due to the Department on 

all Container Recycling Machines and parts thereto that were sold or leased during the tax 

period at issue of October 1, 2003 through December 31, 2008 (the Tax Period in Issue). 

However, the Department's auditor became confused about Plaintiff's recordkeeping and 

remittance of sales tax, particularly as it relates to capital leases. Plaintiff treated capital 

leases as sales of the Container Recycling Machines at issue and collected tax upon the 

execution of the lease and immediately remitted such amounts to the Department, even 

though Plaintiff continued to collect the financed purchase price from the customer. The 

Department's auditor assumed that additional monthly remittances of financed purchase 

price payments from capital lease customers were sales without remittance of sales tax and 

assessed additional amounts thereon. Accordingly, the amount of the assessed tax is 

unrelated to actual sales but, rather, is an amount calculated by the Department's auditor 

as purported sales based upon the auditor's misunderstanding of Plaintiff's tax remittance 

processes. There may have been additional misunderstandings about Plaintiff's tax 

remittance processes. The amounts assessed by the Department's auditor were purported 

to be amounts due upon Container Recycling Machines and parts thereto that were sold or 

leased during the Tax Period in Issue. The Department's auditor utilized an audit 

sampling method to purport to identify transactions upon which sales tax was assessed in 

excess of the $2,458,452 in sales tax remitted by Plaintiff for the Tax Periods in Issue. The 

Department's identification of the purported transactions for sales or leases of Container 

Recycling Machines and equipment related thereto are contained within the Department's 

4 
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sales tax audit workpapers produced to Plaintiff in response to Plaintiff's First 

Interrogatories and Request for Production of Documents dated December 5, 2014. 

Further, assuming the Department is referring to the Complaint filed in 14-91-MT 

claiming a refund of the sales tax paid to the Department, Plaintiff states that the only 

products that Plaintiff sold or leased during the Tax Period in Issue were Container 

Recycling Machines and parts thereto. Thus, to the extent that sales tax was collected upon 

the sale or lease of Container Recycling Machines and parts thereto, the collection of such 

tax and remittance to the Department was improper because the machines and any parts 

thereto are exempt under the industrial processing exemption, MCL 205.54t, and especially 

(3)(i), classifying recycling of used materials for ultimate sale at retail or reuse as industrial 

processing, and (4)(b), classifying machinery and equipment used in industrial processing 

and in their repair as property that is eligible for an industrial processing exemption. 

THIRD INTERROGATORY: 

3. You allege in Count I of the Complaint that you are entitled to an industrial 

processing exemption. For each item or piece of equipment you sold during the period at issue 

that you allege is exempt from sales tax because of the industrial processing exemption, identify 

how you use the item or equipment for allegedly exempt purposes. 

ANSWER: 

Plaintiff objects to this interrogatory as vague and ambiguous in that the 

interrogatory refers to "the Complaint" in this consolidated case in which two separate 

complaints were filed. Assuming the Department is referring to the Complaint filed in 14-

91-MT, claiming a refund of the sales tax paid to the Department, Plaintiff states that the 

5 
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only products that Plaintiff sold or leased during the years in issue were Container 

Recycling Machines and parts thereto. 

Container Recycling Machines receive, sort, inspect, perform quality control, 

production material handling, and are otherwise engaged in activities that constitute 

industrial processing activities. During the tax periods at issue, the Container Recycling 

Machines in Michigan may accept glass, aluminum or plastic containers, the combination 

of aluminum and plastic containers or all three container types. The machine then 

performs inspection, quality control and testing on the container to determine whether the 

container conforms to specific parameters. The Container Recycling Machine scans the 

universal product code (UPC) and uses the information from the UPC code and 

information programed into the machine to determine if the container is an acceptable 

returnable container in accordance with the Michigan law and the parameters of the 

TOMRA customer. Under the Michigan law, a TOMRA customer is only required to 

accept for recycling and deposit refund, those refundable containers that the customers 

sells. If a container is not an acceptable refundable container or is the incorrect material 

type, the container is rejected. The Container Recycling Machine also uses the information 

from the UPC code and the information programed into the machine to determine the 

material content of the container, the weight of the container and amount of material 

content along with the color of the content. The Container Recycling Machine then 

attributes a raw material value to the container as well as a deposit return value. The 

Container Recycling Machine maintains a count of containers and their raw material value 

and deposit return value. The containers are further sorted by material content into 

aluminum, plastic and glass. Aluminum cans are crushed and moved to an in-process bin 

within the Container Recycling Machine. Plastic bottles are sorted by color, and converted 

6 
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and conditioned by making waffle punctures and then compacted and moved to an in­

process bin. Glass containers are sorted by color and moved to in-process bins. The 

beverage containers were then transported to a processing plant where the beverage 

containers were further processed by Schupan Recycling. 

Thus, to the extent that sales tax was collected upon the sale or lease of Container 

Recycling Machines and parts thereto, the collection of such tax and remittance to the 

Department is improper because the machines and any parts thereto are exempt under the 

industrial processing exemption, MCL 205.54t and 205.940 and especially (3)(d),(j) and (i), 

and ( 4)(b ), classifying machinery and equipment used in industrial processing and in their 

repair parts as property that is eligible for an industrial processing exemption. See also 

Mich Admin Code R 205.90( 4)(b ). The Container Recycling Machines perform the 

industrial processing activity of inspection, quality control, testing, production material 

handling, and recycling used containers for ultimate sale at retail or reuse. In fact, the 

purpose of the Michigan's Bottle Bill was to provide for the re-use of returnable containers. 

Beverage Containers, Initiated Law 1 of 1976, MCL 445.571 et seq. (hereinafter the "Bottle 

Bill"). The Bottle Bill certifies beverage containers that are reusable and requires 

Plaintiffs customers to accept returnable containers offered for sale by it. Accordingly, 

the sale by Plaintiff of this industrial processing equipment is exempt because it is sold to 

its customer who is a person, whether or not an industrial processor, using the Container 

Recycling Machine to perform industrial processing either on its own behalf as an 

industrial processor to the extent that it causes recycling of used container beverages to 

occur or on behalf of the ultimate processor of the container for reuse or for processing 

into a product to be ultimately sold at retail. In addition, Plaintiffs two largest clients have 

7 
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claimed an industrial processing exemption and one has claimed a sale for resale 

exemption. 

Further, assuming the Department is referring to the Complaint filed in 14-185-MT, 

claiming a refund of the sales tax assessment TH82977 issued by the Department, Plaintiff 

states that the assessment is a calculated assessment based upon an audit sampling method 

purporting to identify transactions upon which sales tax due but was not remitted, even 

though Plaintiff remitted all sales tax on all sales or leases of Container Recycling 

Machines. This calculated assessment does not represent actual sales or lease transactions 

and, if it did, all such transactions would be exempt from assessment of sales tax because 

all sales or leases of Container Recycling Machines and related equipment are, for the 

reasons stated in the paragraphs above, sales of machinery that conduct industrial 

processing activities either for the customer as an industrial processor or on its own behalf 

as an industrial processor to the extent that it causes recycling of used container beverages 

to occur on or behalf of the ultimate processor of the container for reuse or for processing 

into a product to be ultimately sold at retail. 

FOURTH INTERROGATORY: 

4. You allege in Paragraph 52 of the Complaint that you are entitled to an industrial 

processing exemption because the Container Recycling Machines you sell to your clients are 

used in an industrial processing activity. Please identify and describe the industrial processing 

activity you engage in that involves your use of the Container Recycling Machines. 

ANSWER: 

Plaintiff objects to this interrogatory as vague and ambiguous in that the 

interrogatory refers to "the Complaint" in this consolidated case in which two separate 

8 
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complaints were filed. See Response to Interrogatory No 3 above. In addition, see Exhibit 

3 to the Complaint filed in 14-91-MT and Exhibit 2 to the Complaint filed in 14-185-MT, in 

which Hearing Referee Elizabeth Avery discusses the recycling and other industrial 

processing activities conducted by each machine. See also, Michigan Department of 

Treasury Revenue Technical Tax Training Manual Sales and Use Taxes Industrial 

Processing Exemption stating that conveyers, sorting and compressing equipment is 

exempt industrial processing equipment. Michigan courts have held that recycling 

activities, production material handling and sorting of raw and production materials 

constitutes industrial processing. Moreover, Plaintiff is only liable for sales tax which 

should have been collected if the sales at issue are not exempt. Sales of products that 

qualify for the industrial processing to a person, whether an industrial processor or not, or 

qualify for the resale exemption do not subject Plaintiff to liability for failure to collect and 

remit sales tax. 

FIFTH INTERROGATORY: 

5. You allege in Paragraph 56 of the Complaint that the Container Recycling 

Machines you sold or leased are exempt from sales tax because you perform an industrial 

processing activity for or on behalf of an industrial processor. Please identify and describe the 

industrial processing activity you perform on behalf of an industrial processor using the 

Container Recycling Machines. 

ANSWER: 

See answers to Interrogatories 3 and 4 above. 

9 
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SIXTH INTERROGATORY: 

6. You allege in Paragraph 56 of the Complaint that the Container Recycling 

Machines you sold or leased are exempt from sales tax because you perform an industrial 

processing activity for or on behalf of an industrial processor. Please explain the industrial 

processing activity you perform on behalf of the industrial processor. 

ANSWER: 

See answers to Interrogatory Nos 3 and 4 above. 

SEVENTH INTERROGATORY: 

7. You allege in Paragraph 56 of the Complaint that the Container Recycling 

Machines you sold or leased are exempt from sales tax because you perform an industrial 

processing activity for or on behalf of an industrial processor. Do you use Container Recycling 

Machines when you perform the industrial processing activity on behalf of the industrial 

processor? 

ANSWER: 

See answers to Interrogatory Nos 3 and 4 above. 

10 
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EIGHTH INTERROGATORY: 

8. If your response to Interrogatory No. 7 is in the affirmative, please explain how 

you use Container Recycling Machines when you perform the industrial processing activity on 

behalf of the industrial processor. 

ANSWER: 

See answers to Interrogatory Nos 3 and 4 above. 

NINTH INTERROGATORY: 

9. You allege in Paragraph 56 of the Complaint that the Container Recycling 

Machines you sold or leased are exempt from sales tax because you perform an industrial 

processing activity for or on behalf of an industrial processor. Please identify the industrial 

processor for whom you perform an industrial processing activity for or on behalf of. 

ANSWER: 

Plaintiff objects to this interrogatory as irrelevant because the plain language of the 

industrial processing statute exempts tangible property, such as the Container Recycling 

Machines and related parts at issue, that conduct industrial processing activities when sold 

to a person, whether or not the person is an industrial processor. Moreover, neither the 

statute nor the Michigan Courts require the identification of an ultimate industrial 

processor to qualify for the exemption when an industrial processing activity is part of the 

process of industrial processing in that results in a product for ultimate sale at resale. 

However, without waiving its objections, Plaintiff states that under the Bottle Bill, the 

deposit originator has the responsibility to ensure that the deposit is paid and that the 

returnable container is recycled. In Michigan during the years in issue, Schupan Recycling 

acted as tbe marketer on behalf of the deposit originators for sale of container materials to 

11 
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beneficiators/reclaimers and end users who turned the container materials into 

remanufactured products. During the years 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-turn sold to 

Owens Illinois, Veralia and Ardagh for purchase of sorted glass from returnable glass 

containers and a variety of plastic reclaimers who converted plastics into solid state pellets 

for use to manufacture bottles, carpeting, automotive parts, and higher end uses for 

purchases of plastic by color for returnable plastic containers. 

TENTH INTERROGATORY: 

10. You allege in Paragraph 11 of the Complaint that Container Recycling Machines 

receive and inspect glass bottles and then sends glass bottles into bins. Please identify who owns 

the bottles when they enter the bins. 

ANSWER: 

Plaintiff objects to this interrogatory as vague and ambiguous in that the 

interrogatory refers to "the Complaint" in this consolidated case in which two separate 

complaints were filed. Plaintiff also objects to this Interrogatory as irrelevant because 

ownership of a container in the process of recycling is irrelevant to the determination of 

whether the Container Recycling Machines at issue conduct industrial processing and are 

exempt under the industrial processing exemption. Both the statute and the case law make 

clear that performing industrial processing activity upon property owned by another which 

is reused or ultimately sold at retail is exempt. The Michigan Bottle Bill does not specify 

title ownership of the returnable containers as they proceed through the redemption 

12 
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recycling process but does impose responsibility for the redemption upon the deposit 

initiators. 

ELEVENTH INTERROGATORY: 

11. You allege in Paragraph 11 of the Complaint that Container Recycling Machines 

receive and inspect glass bottles and then sends glass bottles into bins. Did Plaintiff sell the bins 

to its customers during the period at issue? 

ANSWER: 

Plaintiff objects to this interrogatory as vague and ambiguous in that the 

interrogatory refers to "the Complaint" in this consolidated case in which two separate 

complaints were filed. It is unclear whether the Department is referring to the Complaint 

filed in 14-91-MT or 14-185-MT. Without waiving its objections, Plaintiff states that the 

lease price of Container Recycling Machines includes certain replacement parts, including 

bins. Thus, the lease cost of Container Recycling Machines includes the cost of 

replacement bins. Plaintiff collected and remitted sales tax on all leases of Container 

Recycling Machines and, thus, collected sales tax on the price of bins and replacement bins 

included therein. See, eg, General Motors v Dep't of Treasury, 466 Mich App 231; 644 

NW2d 734 (2002) (holding that no additional tax was due on post-warranty repair parts 

because the price of these parts were included in the purchase price of the vehicle.) 

13 
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TWELFTH INTERROGATORY: 

12. If your response to Interrogatory No. 11 is in the affirmative, please identify 

whether or not the bins were billed to customers separate from the Container Recycling 

Machines. 

ANSWER: 

See Response to Interrogatory No. 11. 

THIRTEENTH INTERROGATORY: 

13. You allege in Paragraph 11 of the Complaint that Container Recycling Machines 

receive and inspect glass bottles and then sends glass bottles into bins. Please explain if and how 

Container Recycling Machines sort glass bottles. 

ANSWER: 

See Exhibit 3 to the Complaint filed in 14-91-MT and Exhibit 2 to the Complaint 

filed in 14-185-MT, in which Hearing Referee Elizabeth Avery discusses the recycling and 

industrial processing activities conducted by each machine. Glass recycling machines 

contain a conveyer belt which transports raw materials. The machine then performs 

inspection, quality control and testing on the container to determine whether the container 

conforms to specific parameters. The Container Recycling Machine may accept glass, 

aluminum or plastic containers or any two or all three container types. The Container 

Recycling Machine scans the universal product code (UPC) and uses the information from 

the UPC code and information programed into the machine to determine if the container is 

an acceptable returnable container. It also determines the material content of the 

container, the weight of the container and amount of material content along with the color 

of the content. From this the Container Recycling Machine can attribute a raw material 

14 
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value to the container as well as a deposit return value. The Container Recycling Machine 

then sorts the containers according to color. Glass containers are sorted by color and 

separately placed into bins. In addition the Container Recycling Machine counts the 

number of containers of each color and the raw material amount and value of the 

containers within each bin. 

FOURTEENTH INTERROGATORY: 

14. You allege in Paragraph 49 of the Complaint that industrial processing begins 

when tangible personal property begins movement from raw material storage. Is it your position 

that the cans and bottles are in raw material storage before they are placed in the Container 

Recycling Machines? 

ANSWER: 

The Michigan Legislature has defined when industrial processing begins and ends. 

MCL 205.54t(7)(a) states: "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 Michigan courts 

and the Department have acknowledged that placing raw materials onto a conveyer belt to 

be sorted, inspected, and tested to ensure quality control begins the industrial processing 

activities. RAB 2000-4; Michigan Department of Treasury Revenue Technical Tax 

Training Manual Sales and Use Taxes Industrial Processing Exemption. Under the plain 

language of the statute, as well as under the Department's own interpretation thereof, the 

movement of glass bottles on conveyer belt for inspection, quality control, and testing to 

determine whether the bottles conform to specific parameters is the start of industrial 

15 
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processing, irrespective of whether the containers were in raw material storage prior to the 

start of the industrial processing activity. 

REQUESTS FOR PRODUCTION OF DOCUMENTS 

I. Please produce any documents related to or in support of any of the answers 

provided to the Third Interrogatory, including but not limited to contracts or leasing agreements, 

including statements from your clients indicating how you used the item or equipment for 

allegedly exempt purposes. 

RESPONSE: 

See documents at Tab A. 

2. Please produce any documents related to or in support of any of the answers 

provided to the Fourth Interrogatory, including but not limited to contracts or leasing 

agreements, including statement from your clients indicating how you use the Container 

Recycling Machines during an industrial processing activity. 

RESPONSE: 

See documents at Tab A. 

3. Please produce any documents related to or in support of any of the answer 

provided to the Sixth Interrogatory, including but not limited to contracts or leasing agreements, 

including statements form your clients that explains the industrial processing activity that you 

perform on behalf of an industrial processor. 

RESPONSE: 

See documents at Tab A. 

16 



Plaintiff's Response to Defendant's Third Discovery Requests

040b

R
E

C
E

IV
E

D
 by M

SC
 7/17/2019 4:29:14 PM

4. Please produce any documents related to or in support of any of the answers 

provided to the Seventh Interrogatory and Eight Interrogatory, including but not limited to 

contracts or leasing agreements, including statements from your clients that explain whether or 

not you use Container Recycling Machines when performing an industrial processing activity on 

behalf of an industrial processor. 

RESPONSE: 

See documents attached at Tab A. 

5. Please produce any documents related to or in support of the answer provided to 

Tenth Interrogatory, including but not limited to any contracts or lease agreements between you 

and any company that explains who owns the bottles when they enter the bins. 

RESPONSE: 

NIA 

6. Please produce any documents related to or in support of the answer provided to 

the Eleventh Interrogatory, including but not limited to any contracts, lease agreements, purchase 

orders, or invoices that shows how Plaintiff billed its customers for bins. 

RESPONSE: 

See documents previously produced and documents attached at Tab A. 

17 



Plaintiff's Response to Defendant's Third Discovery Requests

041b

R
E

C
E

IV
E

D
 by M

SC
 7/17/2019 4:29:14 PM

7. If you know of documents that are responsive to any of the Interrogatories, 

Requests To Admit, or Requests for Production of Documents in The Michigan Department of 

Treasury's Third Discovery Request, but you do not produce the documents, then you must 

generate a log that describes what the document is, identifies the Interrogatory, Request to 

Admit, and/or Requests for Production of Documents to which it pertains, and explain why you 

are not producing the document. 

RESPONSE: 

None. 

Dated: January 20, 2015 

Respectfully submitted, 

HONIGMAN MILLER SCHWARTZ AND COHN LLP 
Attorneys for Plaintiff 

18 
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TOMRA of North America, Inc. 

By: 

Its: Corporate Controller 

VERIFICATION 

STATE OF CONNECTICUT ) 
) ss. 

COUNTY OF FAIRFIELD ) 

On this tlfl'IActay of Uli~ 2015, personally appeared before me Jeffrey Matto, 
Corporate Controller, for the Plaintiff in the within cause, and stated that he has read the forgoing 
Plaintiff's Response to Defendant's Third Discovery Requests to Plaintiff and that he believes the 
contents thereof to be true to the best of his knowledge, information, and belief. 

County, --'--'-~f-1.'0'"-'----''-----­

My commission expires: 12-J~t} W l f 
I 

1 . Joanmarle Tanguay 

t
J Notary Publlc-Connectlcul 

My Commission Expires 
December 31, 20 l 5 
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STATE OF MICHIGAN 
COURT OF CLAIMS 

TOMRA OF NORTH AMERICA, INC., 

Plaintiff, 

V 

DEPARTMENT OF TREASURY, 
STATE OF MICHIGAN, 

Defendant. 

JUNE SUMMERS HAAS (P59009) 
BRIANT. QUINN (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 Attorney 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 

HON. MICHAEL J. TALBOT 

Consolidated with Docket No. 
14-185-MT 

AFFIDAVIT OF ANDREW KOUTROUMANIS 

STATE OF CONNETICUT 

coUNTY oF Ho..c+focd 
) 
)ss. 
) 

I, Andrew Koutroumanis, being duly sworn, depose and make this Affidavit upon 

personal knowledge of the matters contained herein. 

1. If called upon, I can competently testify to the facts of this Affidavit. 
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2. I am a Tax Manager with KPMG, LLP, and my main office is located at One 

Financial Plaza, 755 Main Street, Hartford, Connecticut 06103. 

3. I am a duly licensed Certified Public Accountant, and I have worked on State and 

Local Tax matters for approximately 20 years. 

4. I was engaged by TOMRA of North America, Inc. ("TOMRA") in connection 

with a sales and use tax audit of TOMRA conducted by the Michigan Department of Treasury 

for the tax periods October 1, 2003 through December 31, 2008 (the "tax periods at issue"). 

5. I represented TOMRA in the Informal Conference proceedings for the tax periods 

at issue. 

6. In the course of my representation in connection with the sales and use tax audit, I 

became familiar with TOMRA's practices and procedures for collection and remittance of sales 

tax to the State of Michigan for the tax periods in issue. 

7. In the course of my representation in connection with the sales and use tax audit, I 

became familiar with TOMRA's practices and procedures for collection and remittance of use 

tax to the State of Michigan for the tax periods in issue. 

8. By letter dated December 14, 2011, I submitted a Claim for Refund for overpaid 

sales tax in the amount of $2,258,229, on behalf of TOMRA to the Michigan Department of 

Treasury Refund Section as well as to the Office of Hearings. The Claim for Refund included 

amended returns for the tax periods in issue but excluded the monthly periods where the taxpayer 

could not locate copies of originally filed returns. The Claim for Refund detailed the calculations 

and bases for the refund claim. 

9. On behalf of TOMRA, I calculated the sales tax refund due on sales and leases of 

Container Recycling Machines and parts thereto by calculating all tax remitted to the Michigan 

2 
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Department of Treasury for the tax periods October 1, 2003 through December 31, 2008 (the 

"tax periods at issue") as the total of all monthly sales tax remittances for the tax periods at issue 

and any adjustments made on TOMRA's annual returns. 

10. Attached at Tab A (TOMRAOl 1278-011373) 1s a true and correct copy of 

TOMRA's refund claim dated December 14, 2011. 

[Remainder of page is intentionally left blank.] 

3 
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Further, Affiant sayeth not. 

Dated: February L£_2015 

Subscribed and sworn to before me 
this~ day ofC'7~15 

q~w~~ 
Public /l 

..J-=->L.-=-:,,f-!::_,=,~ County, L, 6 7 i? gtY L 'W, 
mmission Expires: 1?J7 81, 2tJ I 7 

16062315.5 

4 

Andrew Koutroumanis 
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December 14, 2011 

VIA CERTIFIED MAIL 

Office of Hearings 

CONFIDENTIAL 

KPMGLLP 
Ona Financial Plaza 
755 Main Street 
Hartford, CT 06103 

Michigan Department of Treasury 
Austin Building 
Lansing, MI 48922 

RE: TOMRA of North America, Inc. 
Acct#: MEOJ22949 
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 ofTOMRA of North America, Inc. 
C'TOMRA"), in connection with assessments TH82977 and TH82978, and the protest letter sent 
by TOMRA to the Michigan Department of Treasury ("MDOT"), dated December 2, 2011. A 
copy of the submitted protest letter has been provided for your convenience. The amended returns 
cover the audit periods 10/1/2003-12/31/2003, 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 period,; 
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 KPMG on behalf ofTOMRA, the basis 
for the claim for refund is that sales tax collected from TOMRA's customers during the period 
was collected in error. TOMRA's equipment sales fa!] under the exemption that is provided to 
equipment used in industrial processing. Therefore, TOMRA 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. 

TOMRA's reverse vending machines are used to co!Iect 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 Januruy 2008. 
2 See enclosed copy of the TOMRA's signed Consent to The Suspension of the Running of the Statute of 
Limitations , dated 3/24/20 I 1. 

KPMG LLP is a Delaware limit8d Hebility partnmshlp, 
the U.S. member firm of .KPMG International Cooperative 
{ .. l(PMG fnternational"t a Swiss er,tity. -

TOMRA011278 
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CONFIDENTIAL 

Office of Hearings 
Michigan Department of Treasury 

December 14, 2011 
Page2 

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 machineiy 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. TO.MRA'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 cJaim 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, State and Local Tax 

AK:emd 
Enclosures 

cc: Michigan Department of Treasury 
Geoffrey Knotwell, TOMRA 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 "fm]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). 
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."). 

TOMRA011279 
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) CONFIDENTIAL 

TOMRA of North America, Inc. 
Total Refund Due 

Years 2003 through 2008 

Year Refund Due 
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 

) 

TOMRA011281 
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-·-) 
CONFIDENTIAL 

2865 (Rev. 01-11) 

FUCK SNYDER 
GOVERNOR 

STATE OF MICHIGAN 

DEPARTMENT OF TREASURY 
NEW YORK OFFICE 

TOMRA OF NORTH AMERICA INC 
Attn: Geoffrey Knotwcll, Tax Audit Manager 
One Corporate Drive· Suite 710 
Shelton, CT 06484 

RE: Statute of Limitations - TOMRA OF NORTH AMERICA INC 
#ME-0122949 / 06-1362037 

Dear Mr. K11otwell, 

Enclosed is are signed copies of the Consent to the Suspension of the Running of the 
Statute of Limitations for the Michigan taxes and dates listed below: 

Tax Period 

SALES & USE 1/1/2003 -12/31/2008 

Thank you for your cooperation. 

Sincerely, 

Chris Potts 
Audit Manager 

Enclosure· 

cc: Office Files 
Ronald Ko!big, Sr. Auditor 

Expiration Date 

12/20/2011 

2975 WESTCHESTER AVENUE, SUITE 404 • PURCHASE, NEW YORK 1osn 
www.rnichlgan.gov/treasury • (814) 253-8686 

ANDY DILLON 
STAT!: TREASURER 

TOMRA011283 

. ·. \·· 
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CONSENT TO THE SUSPENSION OF THE RUNNING OF THE STATUTI: OF LIMITATIONS 

Pursuantto Section 27a(3J(b) of PA 122 of 1941, as amended, (MCLA 205.27a(3)(b)) 

MICHIGAN Use TAX !or the period: 

From: 10/1/2003 Thru: 12/31/2008 

The undersignea <.;orporation, by its du_ly authorized officer andlor agent or individual, and the State Treasurer of the State 
of Michigan mutually consent to suspend the Statute of Limitation for the above tax for the period indicated so that further 
clarification can be made for the proper lax determination and/or refund, as the case may be. 

This waiver expires on: 12/20/2011 

Account Number. ME0122949 

Name of Corporation: TQMRA OF NORTH AMERICA INC 

TAXPAYER INFORMATION 

By; 

On this day of , 20_ , before me, a Notary Public for said County, personally appeared __ 
-----• to me personally known, who, being duly sworn, did say he/she is of the 
Corporation named above which executed the within instrument; that if a corporation, the seal affiXed to said instrument is 
the corporation seal of said corporation; that he/she is duly authorized to sign and seal said instrumen~ and he/she 
acknowledged said instrument to be the free act and dead of said Corporation. 

Notarv Public Signature:._____________ County of: 
Acting in the County of:-----------

My Commission Expires: State of: __________ _ 

INTERNAL TREASURY OFFICE: Use ONLY 

The above waiver, app!lcable as a result of an audit conducted by the Michigan Dapartment of Treasury, has been 
certified by Chris Potts, Area Manager, for Michigan Use Tax for the Audit Period begi JnglC/1/2003 and ending 
12/31/2008 being audit account number ME0122949. 

--t~ 

Date 

For the Treasurer 

stan Weber, Director, Tax CompUance Bureau 

Date: MAR 29 20 

TOMRA011284 

~. : 
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CONFIDENTIAL 

CoNSENTTO THE SUSPENSION OF THE RUNNING Of THE STATUTE OF LIMITATIONS 

Pursuant to Section 27s(3)(b) pf PA 122 of 1941, as amended, (MCLA 205.27a(3J(b)) 

MICHIGAN Sales TAX for the period: 

/From: 10/1/2003 Thru: 12/3112008 

The undersigned Corporation, by Its duly authorrzed officer and/or agent or Individual, and the State Treasurer of the State 
of Mfchigan mutually consent to suspend the Statute of Limitation for the above tax for the period indicated so that further 
ciarification can be made for the.proper tax determination and/or refund, as the case may be. 

Tllis waiver expires on: 12120/2011 

Account Number: ME0122949 

Name of Corporation: TOMRA OF NORTH AMERICA INC 

TAXPAYER INFORMATION 

By: 

(Prim) 

On this day of • 20_ , before me, a Notary Public for said County, personally appeared __ 
-----, to me personally known, who, being duly sworn, did say he/she is of the 
corporation named above which executed the witllfn instrum~t; that if a corporation, ffla seal affixed to said instrument Is 
the corporation seal of said corporation; that he/she is duly a~horized to sign and seal said instrument, and he/she 
acknowledged said instrument to be the free act and deed of.~"icf Corporation. 

)~· 
•1('/:. 

Notary PubrJc Signature:_____________ County of: __________ _ 
Acting In the County of: __________ _ 

My Commission Expires: State of: __________ _ 

INTI:RNA!. 'TREASURY Office USE ONLY 

Date < ' 

For the Treasurer 

stan Weber, Director; Tax Compliance Bureau 

Date: MAR 29 2011 

TOMRA011285 
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December 2, 2011 

CONFIDENTIAL 

KPMGLLP 
One Flnancfal Plaza 
755 Ml:iin 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#:lv.fE0122949 
Audit Review Period: 10/1/2003 -12-31/2008 
Assessments: 1H82977 and TII82978 
Notice Dat.e; October 3, 2011 

Dear Sir or Madam: 

) 

Telephone + 1 880 522 3200 
FBlC + 1 860 287 5655 
lmemet www.us.kpmg.com 

The Michigan Department ofTrea:smy ("MDOT'') sent two Bi11s for Taxes Due (Intent to Assess) 
dated October 3, 2011 to TOMRA of North America, Inc. ("TOMRA"). The first such notice 
(Assessment Number 1H82977) assesses unpaid sales tax. penalty and interest due of 
$772,665.50. The second such notice (Assessment Number 1H82978) assesses unpaid use tax, 
penalty and interest due of$2,245,863.23 (see copies of notices, attached). ForteaSOns 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 ofOcto~ 1, 2003 through December 31~ 2008 in the 
amount of $2,458,452. These taxes were erroneously collected because the equipment' sales 1o 
TOM:RA's customers qualified for the Michigan industrial processing exemption. 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 selis a nd leases "reverse vending machines" that convert de posited used beverage 
coniainers into recycled materials including plastics, meta.ls, and glass. These reverse vending 
machines convert fue consumer~generated raw materials and begin 1he process that culminaies in 
recycled products reentering the market for consumer reuse. TOMRA's largest customers 
typically include supermarkets and liquor stores in states that have consumer beverage container 
deposit laWB. In these stat.es, 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 

KP/,1G U.P Is a lloJav,•r• JJrnited Jfebllll':Partner,hip, 
Jha U.S. mambor li,m of l:PMO ln1Mrmio11!1 Cocpe1,nt,'I) 
("J:PMG ln!Ornotlollal'),•Swfr< 1ntit;•, 

TOMRA011287 
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Office of Hearings 
Michigan Department of Treasury 
December 2, 2011 
Page2 

CONFIDENTIAL ) 

the empty beverage containers to fue retail stores that sell beverages. To facilitate fast, automated 
empty beverage container refund processes, beverage retailers oan purchase reverse vending 
machines from TOMRA. ConBumers may insert empty beverage containers into the reverse 
vending machines on site at the beverage retailers, and receive a printed receipt from the 
ma.chines denoting how many refundable containers were deposited and fue com,sponding 
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. 

TO:MRA 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 TO.MRA 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 reyerse 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 Iease.2 When TOMR.A 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 
co.1pOration. 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 Vencling Equipment Master Lease 
2 For fmancial accowiting puzposes, the difference between a capital or opera.ting lease only impactS the 
accounting trealment of the lease :from the lessee's perspective. See FAS 13. 

TOMRA011288 
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CONFIDENTIAL 

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 1DMRA'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 1llX. 
The inventoty 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 true collected. 

The MOOT 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 errors in compiling the total taxable exceptions, the correct 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 ofstnrage bins. 

During the audit period, when TOMRA sold or leased reverse vending machines to its customers, 
roMRA 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 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 bott1e 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 im 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 

3 This amount is net of an immaterial ;amount of exceptions for promotion items that were separately 
accounted for by MDOT on the work.papers. 
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terephthalate (''PET") or to determine high-density polyethylene (HDPB) 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 machlne then converts the bottles and cans as 
they are inserted into the machine. 

When a can or bottle is processed by a TOMRA machine, o\Vllership 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 fuH 
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 distn'butors 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 tax.es 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 Deimrtment con1ain mathematical erron 

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 Al. This amount of use tax is subsequently reported on the Final Audit Determination 
Letter dated September 27, 2011 and assessed on the Bill for Tmces Due (Intent to Assess) dated 
October 3, 2011. 

The single largest component of 1he 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 MOOT on a workpaper 
entitled "Projected Exceptions." The l\IDOT tested TOMRA's expenses for proper use tax 
compliance for six sample 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 $31097,085. By dividing the exceptions by the base, the MOOT deter.ntlned 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 of2004- 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 I, 2003-December31, 2003, the $6,194,169 annual amount was multiplied by~ to 
calculate a Projection Base of $1,546,542. The sum of Projection Bases for tb.e 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 Project.eel Exceptions of $26,119,929 in toml. 

The MDOT work.papers include a 19 page Microsoft Ex.eel spreadsheet entitled "expense 
.exceptions" to support the computation of1he $3,087,184.66 and $2,477,712.40 of total test 
period base and toml exceptions for the 6 month sample examined. In the spreadsheet, cells 
I1726 and Jl 726 contain the sums that :rospectively report the $3,087,184.66 and $2,477,712.40 
of total test period base and exceptions. Cells II 726 and J1726 each contain a fonnula that sums 
every line item in the particular colwnn from row 7 through row 1725. In reviewing 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, I 123, and 1470 (this 
subtotal is labeled "2008 expenses", but appears to subtotal transactions only ftom September 
2008). Also, there is a "Total Expenses" subtotal that sums the subtot.als .from rows 218> 305, 
431, 761, 1123, and 1470 on row 1471. These subtotal amounts are then again included within 
the columnar total amowt 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 subtomls 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 comput.ed 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 totaJs. 
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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 amollllt would be multiplied by twelve to calculate a 
Projection Base of$2,076,548 for each of these five years. For the thr@.month tax period within 
the audit of October 1, 2003 - December 31, 2003, the $2,076,548 annual amount would be 
multiplied by !4 to calculate a Projection Base of$Sl9,I37. 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 ma:th 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 $II,324,227. 
Determined Tax computed on Schedule AI must be reduced from $1,820,741 (6% of 
$30,345,664) down to $679,453 (6% of$I I,324,227). Net of the Reported Tax of$250,024, the 
corrected Tax Due on Schedule Al (assuming b1~t not conceding that the identified errors are 
indeed errors) should be $429,429 and not the $1,570,716 erroneously reported by the MDOT. 
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 overatatement of use tax. penalty and interest of 
approximately $1,626,008 as computed on Schedule AL Even ifTOMRA agreed with 1000/o 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 t.axpayer protests all portions of the assessment, md 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 inventory withdrawals of storage him does not represent a taxable use of 
tangible properfy by TOMRA in Michigan 

As described in detail in Section I above, the MDOT's audit workpapers include a use tax 
expense projection of $26,119,929 reported on Schedule B. Once the triple-counting of items is 
eliminated, lhe total expense exceptions for the six month t.est period would be $835,117.05, and 
the test period base would be$ 1,038,274.47. 
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Of the total exceptions of $835,117.05, the single Iarges:t component consists of 44S 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 ofTOMRA 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 integraJ 
part of the machine sale. TOMRA charges a f'ix.ed 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 inventozy 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 six1y-three 
month audit period, the Project.ed 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 thls issue is $344,007. 

Considering the aggregate of the math error in section l 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 mac.hines in Michigan are exempt 
punuant 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 tot.al 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 MOOT, but it also claims a refund of the tax coJiected 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 fur an 
industrial processing exemption pursuant to Michigan law.15 

TOMRA's customers utilize reverse vending machines to collect used bottles and cans to begin 
the industrialized process of conversion to rensable 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. ff there is excess liquid remaining in the can 
or bottle at its point of entxy into the TOMRA machine, the machine will reject file can or bottle, 
The TOMRA machine further bas the capacity to distinguish file 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 separare 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 detennine 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. 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 JIU1Chine until such time as the materials are coI1ecred for transport to a processing plant. This 
process converts the fonn, 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 .1 

~ See Mich. Comp. Laws Ann.§ 205.54t, generally. 
7 See Mich. Comp. Laws Ann. § 20S.54t(l), (IXa} and (!Xe). 
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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 of1DMRA'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 using 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, pattem13s 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 machlneiy 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 definitional section of the Michigan industrial processing statute, 

"Industrial processor'' means a person who performs tbe 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 retaiI.10 

A grocery store or a liquor store that has purchased a TOMRA reverse vending machlne and uses 
that machine on mi premises very squarely fits within the definition of industrial processor. 
Operating the machine that converts the glass, alutninum and plastic whlch 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 definition does NOT require that the indusb:ial 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 primaty function the act of industrial 
processing. It is perfectly consistent with the statuto.ry definition 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 industria.J processor for those relevant operations. 

8 Mich. Comp. Laws Ann. § 205.S4t(3) and (3)(1). 
9 Mich. Comp. Laws Ann. § 205.54t(4)(b). 
10 Mich. Comp. Laws Ann. § 205.541.(7)(b). 
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Considering the industrial processing stmutory provisions together, it does not matter whether the 
storos that TOMRA sells or leases the reverse vending machines to is or is not an industrial 
processor, because under subsection§ 205.541(IX(l). any person is entitled to the benefit of the 
exemption so long as they use purchased equipment to engage in an industrial processing iwtivity 
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 BuJletin 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. EXf1111Ples 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 smaJI 
containers into one large container for ease of collection by a recycling company. Under this 
hypothetical example, the small coHection containers qualify for exemption, but the large 
container, which is removed from the prooessing activities and serves only a storage purpose, 
does not qualify.12 Example 14 presents a company that coUects 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 Hlso qualify as exempt 
industrial processing equipment. 

rn swnmary, because TO.MR.A 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 ofTOMRA's customers, any sales tax coJleated from Michigan customers during the 
audit period was collected in error. Accordingly, TOMRA pronists the sales tax assessment of 
$772,665.50 (inclusive of penalties and interest). Additionally, TOMRA will seek a refund of alJ 
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 1n 
its customers. 

4. T!te Department has not_ given TOMRA an adequate opportunity to provide 
support forworkpaper entries described u "no invoice" 

TO.MR.A 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 asswne a transaction is 
mxable 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 

n RAB2000-4,supranote9, at Examples 13 and 14. 
12 Id. at Example 13. 
13 Id. at Example 14. 
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Department's presumption. The "no invoice" transactions 1hat 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 it.ems represent approximately a taxable base of $293,152. 
TOMRA requests relief of time to respond appropriately to the items that were identified as"no 
invoice' In the audit workpapers. 

S. The Department llas not given TOMRA an adequate opportunity to provide 
!!npport for capital expenditures 

TOMRA has not been provided with the opportunity by the Department to provide support fur 
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, TO:MRA has not been afforded an adequate opportunity to provide invoices to 
rebut the Department's presumption. The "no invoice" transactions that are detailed, 10 the extent 
that TOMRA is unable to present documentation to demonstrate either that 1ax 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 bas calculated an estimate of taxable advertising by multiplying TOMRA 's 
federal Fonn 1120 Line 25 amount by the respective Michigan Single Business Tax sales 
apportionment percentage for each year, resulting in a projected tnxable 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 Jilcelythat 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, TO:MRA 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, 

Andrew Koutroumanis 
Manager, State & Local Tax 

Enclosures 

cc: Geoffrey KnotweJI 
Robin Hettrick 
Rick Hill- KPMG 
Michael Duffy- KPMG 
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Bill for Taxes Due 
(fnfentfaAe~) 
IRGUed under P.A. 122 r:11941, u 8111811dsd. 
" l'or fflllfllhll l'l!!NAJ.TYI/NTERl!!BT p!Ylm/OM, 
com,~n, 11/111 fnfomflll ~ 
mtolmilfian. an Plll1t i . 

TOHRA OF RORTB AMERICA INC 
ATTH KATH! LOMBARDO 
ONE CORPORA~E DR STE 710 
SHELTOH Cf 06484 

DIJttlll otTax Llsbfflty 

'fypeofToX 

SALES TAX 
10/f/03-12/31/0B 
INTEREST ONLY 
LATE PAYMENT OF TAX 

Reason for Tex Sill 

Taxablo Period 

12/08 

'l!IX Dl¥1slon '11111: DMdon Tlllaphana Numller 
DISCOVERY-TAX 

~Numbllr Dais !11111811 
TB:82977 10/03/11 

Social $OOUrl!y/AooCllmt NU!llber 
?U!l-0122949 

c.olliclion DMlllan 'JllilplOIII Numbllr 
517-636-5265 

Tm.Due 

516,562.00 

BILLSUMMARY 

Tax Due . $ 

Penalty $ 

lntelftt $ 

Total Due"' $ 

o.oo 
58,602.00 

515,562.00 

58,503.00 

197,601.50 

772,665.50 

2.646.50 
184.855.00 

THE DEFIOIENCY rs BASED ON Alf AUDlT COHDtTCHD BY TRE fZICB:IGAN DEPARTMENT 

OF TREASURY. 
10/1/03-12/31/0B 

~1saCReV~~------ne&diatidmai1~~t~~~~~onot.rtapk---------­
Bf11 for Taxes Due 
Paymentdllewllhlllffdays(-pa~andlnlllrest~onP11Q&2).Maka 
your cl,eolt payable lo "Stde of Mlohlga.a>.• Wt& yoor Scolal 8-rlyl./l,ccaUITt 
No.811d~rnMtNo.onaffoheolcaand~.Abvupta14daysf« 
maDlng aid p!lQIRlllir111, A IVfum ~ Ill 111111baed ~r your eollYlllllorloo. Md 
payment and thln \l;,!Jcher tu: 

*489097699002* 
COLLECTION DIVISION 

~Numbllr lo.rm lllallild 
!l'H82977 10/03/11 

'l!lxpayer Name 
· !l'OXRA OF HOR~H AHERICA INC 

Sadtl Saollril)'./AcoDUnl Nuniber 

lt8-0J.2Z949 
Wlle1'8)'111111lt r:11""' Amauntliero 

MlCHlGAN DEPARTMENT a: 1REASURY NoOfV lhl! ColieoClatl DMl!on tn IMlnll r VOllr llddlNII abovo 1a lncotnlCI, 

PO- BOX 30199 
LANSING Ml 48909~7699 T DO NOT WRITE Ill THIS 1/SPAOE '(i' 

TOMRA011299 
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GENERAL INFORMATION 

If you don't mtderlrtand why you received this bill, call the'IlucDivision whose telepbooenwnberisprlntedon the frontof11rlsform. lt)'OU 
have questions about payment, call the Q,11eotfon Division telephonenmnberpmm:d in the upper right comer on. the fromofthis:funn. 
Any cormspandenCe about orlgiJJal or amended ietums or qaestioos about payment should be mailed to Collection Division, Michigan 
De,tmtmlmt of'In:asury,P.O. Box 30199, Lansing, MI48909-7699. 

INFORMAL CONFERENCE REQUEST INFORMATION 
You may contest all or pan ofth:is Bill for Tuxes Due by n,questi:ng an infuanal COllierence. 'l'he uncontested portion must be paid 
immediately. Jfyon wantaamferem:c, your written request must be made to Che Offi.ceofliearings, MichiganDe1)anmeotofTreasury. 
Austin.Building, Lansing, Ml 48922, within60 days of the date ofthi& hilL When filingyounequcstfor acmfen:no:.,provide a copy of the 
Bill.for Tuxes Due orthe:followingmformaticm: full name, accowit number. assessment number and tbespecifictaxin\'Olved. l'nclnde in 
your letter a statement ofthe reason you are requesting a conference.. 

*PENALTY AND I.NTEREff CHARGES 

D11'A!1:0NFOR 'BILL pv"'ALTYr<rr·~-.. 

Pailun, to .file· or pay talr for N@O# of In1cnt to AmeH/Ala~cni!I 
illsncd Oil c,r beful'e lnB/03. 

Bi,oh inonth ...- part of JllOnlh 5% of Wt, tq a i;n.axi.ou,m of 509f,. 
Mlnil!lum Sl0. Jnfmwt applies.• · 

FailllfO to ftlc 411d !,"Y tax for Noti!!ti of Iolcnt to Allsesa/ ABaesmn!ttU A ieialty of S% afthe 1ax If !be !AiIUllO ia mr 11ot roon, tb111 2 ~ 
issued after 2128/0 , wi an iuldit£01Jal 5% ~ fbr «ch addifional 111'1lllfi to a TllllXimllin 

of 2S%. lntllrcst applu:~. * 

Negllgell<le in filing tlllt. 10% of tsx. Mullll1Wn lli10. law-eat app!ia.~ 

lirtclJtional disregard In filing ~. 25% oftu. Minimum SlO. Tnll:>1'"t applies." 

Fraudulent wui0tt ofiax. 100% of1u. MinilJIWII SIO. In11:n:st appti .... • 

Bad check for Notlcca af Itrt£:lt 1o AsreuiAsseasmm111 iflllled on or 2S% of wt paid by i:heck. 
before 2128/03. 

Bad cheok 
0

for .Notl- of lntant to ACSC&!/A!SCSl!!!lffltB iaaucd after SSO penalty. 
2/l!l/03, 

Frlwlaus protnt of tax dw,. 25% oftu. 

Failure to roe infcnuatiO:!l rmnn or NJ)ort. $10 Mcll 4y to maximuzn $400 r;sclJ Tctum. 

CoottoJ or _posscssio11 ll( 1111tuod. tob;c,co produce fur .P,:riodl on or . 100% ~ftu. 
bllfon 12121104. 

control or pos11CS11lan of 1111taxcd tobacco produol!l :!hr periods aftM 
12127/04. 

.500% ofux. 

TOMRA011300 
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BIii for Taxes Due 
(Intent toAuess) 
lllatled under P.A. 122 of 11141, BB -,ended, 
• For monthly l'JINAL7YIINTSE8T plTlV/sl~ 
conwpandtm:', end 111/bmNf ~ 
lllfOlmdon, - ,,. ii. 

~OMRA OF HORTH AMERICA INC 
ATTN KATHY LOMBARDO 
ONE OORPORATB DR STE 7iO 
SHELTON CT 06494 

Detail of Tax Uabllfty 

~eofllll! 

USE TAX 
10/1/03-12/31/0S 
INTEREST ONLY 
LATE PAYMENT OF TAX 

Reation for Tax BIii 

Taxabla Period 

12/08 

'lax IJlvll!llll '1lllc Otikloc Tele(lhono Number 
DI SCOVE.Ri-lJ:!AX .. 

~mont N<lmbsr lltla !Slllled 
Tli8297B 10/03/ll 

Slldal ~/Ac....llnl Number 
ME-0122949 

Col!eol!on PMs10n ~ltlpholle Mimw 
517-636-5265 

Taxllue 

1,570,716.00 

BILL SUMMARY 

True Due $ 

Penalty $ 

Interest $ 

Tcta1Due*' $ 

Penalty 

0,00 
167,073,00 

J.·,s70r71S.00 

157,073.00 

518,074.23 

2,245,863.23 

8,047,23 
510,027.00 

THE DEFICIENCY IS BASED ON AN AUDIT CONDUCTED B! THE MICHIGAN DEPARTMENT 
OF TREAS IIR? • 
lO/l/03-12/31/0B 

i:k-.,M~~-------v;~~~filiepa;iim,~;Ji;~~~Womitnapk~---------­
Bifl for Taxes Due 
P&y!Mntdln wlthlnJO dap <- l*lll'Y and lnbmm pnwizbml co PIG& 'J. Malts 
yo<1r ohoct pir;abla 1D "SlaM er Mloh!garre:D." Wile your ~oolal StwlllytAccaunt 
No. and ~DI No. on all cbeallasnd £0111$p111MNIIIC8,AloWuplo 14 mPJS filr 
mal!na •nd ~. A n,11s11 enl'lllope Is enoloeed fer )'Dur c:o!lYelllenoat, Midi 
paylll1lht 11111 1IIIS Vllllcllllf tu: 

*489097699002* 
COLLECT.ON DIVISION 

APcmmellt Number !Did& i.u.i 
'rR829?8 10/03/11 

1illqlay« N.!Me 
TOKRA OF !l'ORTR AMERICA I1fC 

Soda! Secu!ll'/fAz;col.ml NU1111* 

.l[Jil-0122949 
IMftlJ Paymont r;jj= AmountHera 

MfCHIGAN DEPARTh'leNT OF TREASURY Not!IV 1h11 Collec(Jon ONWon In Mlflns , YoUr mldlea abctie 1e mr.,amtCl. 

POB0X30199 
LANSING Ml 48909-7699 ~· DO NOT W1U11= 111 n,g; SMCli v 

OD2245!b323~ 43782,?81 00000000000, 3000122,4~09 0 

TOMRA011301 
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GENERAL INFORMATION 

If:YOU don'tundentan.d whyyou.n::ceived this hill. call thc'I'axD.ivision whose Jalephone mimberis prln!ed on tbe.fmnt offhisfonn. J:f)'Oll 
havequest1onsaboutpayment.calltheCollcctionDivisionwlephone~prinb:4intheupperrlghtcomeronthefroutafthlsfunn. 
kty ooaespondence about original or amended retmnS or queslions about payment should be mailed to Collectfon Division. Mlcbigan 
Department a.f'lm1sllIY. P.O.Box30199,Lans:i:n& MI 48909-7699. 

INFORMAL CONFERENCE REQUEST INFORMATION 
You may contest all or part of'this Bill :fur Ta:lrcs Due by requesting an .informal confmence. The uru:ontested pomon mmt be paid 
immediately. lfyou wan1.a confettn.ce, %ll'written ffiltlC5t must be made to the Offite ofHearlngs, Michigan Depsrtmentof'Iita.smy, 
Austin:BuildiD& Lansing, MI48922, within60 da,softhe date oftbis bill When:liling yourrcquestibr a~ provide a copy of the 
Bill for Tuxes Due orthefullowjng information: full name, account:nnmber, assesmumt nmnberand the specific tax involved. Include in 
your letter a statement ofd!c reason you are requestillg a conference. 

lliPENALTY AND INTEREST CHARGES 

REASON JOR BILL PRNALTY aullGtt 

P,aiJDt"e m .file D:l.' ~ we fbf No.tices otlnwu io AslKsJAuaumcn~ Eitch mOllth or pst1 ot 111011th S% 9f tl\X, 1o 11 111axl.mum of 50%. 
iM!td Oll or bdbre 8/03. Minimum Sl o. ru.ten:at applies." · · · 

Failure to .filt1 and pay tAl! fOl' Not!eei of lntaut 'lo ABIIJOO!l/.Assemnenta A~ of$% of'tbe wt iflb&f..\llun: ill for ll<ltmoretlum 2 lnOD1la, 
Juned after 2/211/03. m .ll1 .sddiliooal 3% pmtllty Jbr w:h additioml wo;rth to a !llllXl!nura 

of 2$%. Interest applin ... 

Nogllgonce in .filing tax. 10% oflllX, Mh>hnum SJO. JnfMlot appUea.• 

Intenlional dilregard in filing laJtC& 25% of tax. Minimum $10. ln1.1:n>st appJis. • 

Fraudulent cvll$io11 of W!, I 00% of 1a,r.. Minimum $10, fn!mlllt appliea. * 

BIid ohcok far Noticd of Intent to Aws,;/A11enmen1s issailld on or 25% of w,; paid b,y check. 
before 2/28/03. 

Bad oheok ft>r Notlcea of' 1:ntent to .ADCB&!'~ iuued afti:,t sso pm1a.!ty. 
:Z/28103. 

Frivol01Js ~ of'laX due. 25% oftu. 

Falluro tb file infllmlllticn rcllll'II or report. SIO each. day to maximuru $400 oadt mum. 

C=iroJ uollj!lliqn of. un'lµell !O"'CCO proquofl\ for pmpd1 OD o:r • 1D!)% t;,f'btlt. 
before l 7/04. 

Coalrol or poui,ssion of 1111tand tobaeco ps,adlMltB for pc:riods after 
12127/04. 

5DO% of ts.x. 

TOMRA011302 
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REVBRSE VENDRJO BQU.IPMENTMAST.RRLBASB 

This fa a R.BVER8B VENDING EQUJPMBNT MASTER LBASB, dmd and efmcnw as 
of September I, 2002 C'.Agreement°} by and between TO!Y.mA of North ~ Inc. d/b/a 
TOMRA Michigan with offices at 1044 Durant Drive, Howell, Michigan 48843 ('TOMB.A 
Middgan'') i!1ld. Mcijer. Jnc., on it.s own bflbelf and O'l1 bebalf of its af61isted store entllies 
operating at the locations listed on the Store Schedule annexed hm'eto, with principal t1Xeoutive 
offices at2929 WalkerN.W., Grand Rapids, Miohigau49S44{"R.etailer"). 

1. EQtJ.WMl!NT RBNTA,L. TOMRA .Micbigsn shall rent to the .Retniler TOMRA 
.Reverse Vending Machines (1'Machinea") and Gaylord housing units ("Gaylord Units'?, 
Maohfues and Gayloni Units sre collectively referred to herein as the "Equipment.'• Equipment 
msbllled as of the date hereof is set furth on. Exln"bit 1 annexed to this .Agmement Equipment 
installed after the date hereof shall be of the IllllDher. t,ype and diskibution as set :furth on the one 
or more .Equipment Schedulc(s) to be anneited 1x> ibis Agreement. From time to time. ilia parties 
may agree t.o add Equipment Schedules to provide fur the rental of additional Equipment. 

2. :mB,M. This Agreement is effective as of Septembe:r l, ·2002 {''Bfii,ctive Dare"} 
and sbatl continue in full foroe and eff'ect until the latest termination date set 'ibrth on either 
Exhibit 1 or the one or more Equipment Schedules hereinafter annaxed to this Agramnrmt. The 
term for Equipment listed on Bx:bibit 1 shall be forty..eight (48) months from the Effective Data 
The felin for Equipment installed after the Effective Date shall be forty--eight (48) months from 
tb.e date of instnllation. 

.3. RENTAL PAYMENT. The Retailer shall pay TOMRA Miomgan monthly rem 
fur each Machine in the amount of Five Hundred Sixty-Five DollBm and 49/100 ($565.49) and 
for each Gaylord Unit in the amount of Forty-Five Dollars and 16/100 ($45.16). The monthly 
rent shall be payable on the first day of each month in advance. Atty .Equipment installed and 
operational on or before the :fifteenth day of any month shall be billed the mmrthly mxt ibr the 
entire month without regard to the actual number of days. Any .Equipment installed and 
operational after ihe fifleenth day of any month shall not be: billed monthly :rent ~ tbc balance 
of the month of installation. Installation shall be considered complete at such time BB the store 
director executes tbe installation report acknowledging that the Equipment is operatianal. The 
monthly rent shall be exclusive of state and local taxes. Sales ~ex shall be billed by TOMRA 
Mfu)rlgan to :R.efailer together with monthly rent. Personal property taxes shall be paid direotly 
by Retailer to each taxing jurisdiction. 

4. OPTION TO PUR.CHA.@. On Aprll I, 2004 and April l, 2005, TOMRA 
Michigan shall inguhe of Retailer as to whether Rribdler is interested in entertamhtg an option to 
purchase all or part of the Equipment as of September 1, 2004 and September 1, 2005, 
respectively. 1n the event Retailer is interested in entertaining an offer to purohas~ Retailer shall 
notify TOMRA Micbigm1 of its interest within ten (10) days of the xeooipt of the inquiry .from 
TOMllA Michigan. In the event Retailer bu an interest in entertaining a purchase propo~ 
TOM.RA Michigan sbaJI, within thirty (30) days of Retm1er,s expression of intereat. p~ a 

TOMRA011303 
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written proposal to .Retailer .fhr the purchase of each item of Equipment as of the upcomiDg 
September 111

• In th~ cvcntRetailer opiB to pumhaso all or part oftbe Equipment, .Retailer and 
TOMRA :Miehi.gan shall negotiate in good faith a defiDitivo agiemrumt. Any such purchases 
shall be concluded not later than Dember 1•. All nmtal cbm'ges paid or payable in COil!lflD1:ion 
with 1he month in which the transfer occurs Bball be prorated on aper diem basis. 

S. INSTALLATION. TOMRA Mrohigan eba1l bear all coats and expeDSes,, inoluding 
transportation, relating 1I> th.a complete installation of the Equipment except with respect to 
Retsiler'ts prepa:mtioo of the installation .site discussed balaw. Retailer s'hall select the 
iastBllatio.u site for each Machine at eaoh Retailer location. All Machinc(s) sbsll be insmlled 
inside Retailer's stores. Retailer shall be responsible for adequate prepmtion of the installation 
site(s} for tmeh Machme. including. without limitation, proper spl!Dl\, electrical power, 
aonstraction and ventilation. It in TO:MRA Mmb.igan's reasonable judgment. any installation 
site is not adequste or adequately prepared, TOMRA.Midhigan shall promptly advise Retailer of 
the changes, if any, necessary to rcnderthc site adequate. 

6. ~. Titl8 to the Equipment shall remain wiih TOMR.A Michigan during the 
lease mm. · TOMRA Michigan reaerves the right, upon notice to Retailer. to file nna:ncing 
statements to evidence its ownership of the Bquipment. R.et.ailer agrees during the lease term not 
to (i) remove or cover up the properly tag TOMRA Michigan has placed on the Mrwhine(s} and 
(llJ put any signs, naroes or designs. on the Maclrln.e{s). In the event Retailer excroises its option 
to purobase the Equipment punruant to Paragraph 4 of this Agreement, title to the Equipment 
shall pass to Retailer upon delivery of a 'bill of sale to Retailer for the Equipment purchased, 
which sb1ill occur not later than thirty (30) days after payment of the Purehase Prioo the 
]quipment. 

7. SBR-YlCE. Dw:ing the lease~ TOMRA1i4icbigan sball servioo and repair the 
Equipment without cost to Retailer, e:itcept for the cost of repairing any dW111lge caused by the 
sole negligence of Retailer or its agcrrtu, employees. lioenscess invitees or <nmtomeo ("Special 
Repair Services'') shall be paid by Retailer. In the event TOMRA Michigan is unable to repair 
any Moohfne within forty-eight (48} hoDrS of the semee c~ TOMRA Miobipu shall notify 
R.etailar as to the anticipated time frame c011templated :ibr completion of the repair. In the w~t 
a Maehine is not repaired within forty-eight (48) hours tbllowing a service call, Retailer may 
n,quest that the monthly rent be prorated to eliminate rent .fbr my time :frame hi excess of mrty­
eight (48) houra following a service call during which a Machine ia inoperable. TOMRA 
Michigan has tha right and privilege to .i:nBpect;. service, repair or .replime BllY M.aohine during 
Ret8.11er's regular businass hours. Fees and conditiom fur Special Repair SarvictJB shail ho, 
initially, as spemfi.ed on Bxhr.oit 1. mm.axed hereto. O.n or after Septi,mbcr 1. 2004, TOMR.A 
Michigan may~ from lime to time, change the .:mes and conditions .fbr Special Rqlair Senrices 
upon not less than thirty (30) days notice to Retailer. .Any such changes sball be raflectiva of 
rumml obanges in TOMRA Micbigm~s eost of providing the Special .Repair Services and 
dooumenta1iOJ1 supporting 1he change in fees or conditions. shall aeoompany any notica of 
r;hange. Upon review of such docummtatiou,. in the event that Reteiwr reasonably believes that 
such changes are not supported by~ dooum~tafion. the parties agree to negotiam in good faith 
the extent of any actual change. Jf tbe partres are unable to agree upon a change in rates 
following good fiuth negoti~ the Special Repair Samce rates then in eftootshall continue. 

8. MACHINE OPERATION. Retailer shall supply sufficient peraollllel to operate 

TOMRA011304 
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the Maclline(s) at eaeh of the locations w'hich abBl1 ~Jude. but not be limited t.o. changing 
Maohine tapes~ emptying the Macmne when fall. wiping scarm.er smfaoos, clear.iog jammed 
bevmnge ocmtainera, and otherwise keeping the Macbins(s) clean and in good working order. In 
the event that repaated maintemmco,. ie., Maohina jamming, acsnnmg ~ etc .• are determined 
to be de.sign defisc1s or flaws. any such cost or e'.XpflJJSfl relating to BSid. defect or flaw ahall 'be 
'bome by TOMRA lvficbigan and mfunded 1n R~tailer if necessazy. TOMRA Miohigan. at its 
owns expw&. sball initially train R.etaile.r'a pemonnal in the proper operation of the Manbfne(s) 
and pTOvide Retailer with such documents, manuals, .instructions and/or videos at each location 
for ongoing traimng of Retailers persom1e1. 

9. §It OF LOSS. .Risk of loss or damage to the Machine{s} after :installation, 
including, without limitation. theft or vandalism, shall be borne by Retailer. .Retailer shall keep 
theMachine(s) insured agamst all risks of loss ordamaga. 

10. INSURANCE. TOMR.A Michigan presently has in place insurance coverage 
with policy limits not Iesa than the :fbllowing: 

General Liabilify\Con:uneroial Genera] Liability 
Limits: Gcneral.Agga;igate $ 2.000.000 

Limits: 

Pmdue1s-O»np/Op .Agg. $ 2,000.,000 
PersonalandAdv.lnjury $1,000.000 
Each Ocomence $ 1,000,,000 
Fire Damage (Any one .fire) $ 50,000 
Med. Expense (Any onepttmon} $ 10.,000 

Excess liability\Umbrella Form 
Pers. I:ojuiy & Advertising 
Per Oocumnce 
Aggregate 

$5,000.000 
$ 5.000,000 
$ s.000.000 

TOMRA Michigan shall maintain like .insuranca throughout the tenn of this Agreement 
and shall namo Retailer (Meijer, Inc.J its subsidimies 811d affiliates) as an additional insared 
thereunder. Retailer shaJl name TOMRA Michigan (TOMRA of North Ameri~ fuc. d/b/a 
TOMB.A Michigan, its BUbsidiaries and affiliates) aa an additional insured as to its obligations 
Wlder this Agreement. TOMRA Miohigan shall provide Retailer. within mn (10) days of 
execution of this .Agreement with a Certificate of Insmauce evidencing its coverage end 
:Retailor's additional insured sfntwl thereuader. R.etsiler shall provide TOMRA Michigan upW1 
request, within nm (10) days of execution ofthi$ Agrewnent with a Cerlilicatc of rmmrance 
evidencing its covers.ge and TOMRA Michigan's additional insured status thereunder. 

11. mPEMfilF!CATION. TOMRA Miobigan shall indemnify, ~ protect, savo 
IUld hold Retailer hmm.less :from any and all losses .. damages or mjuries to peawus or property 
arising out of or in connection with any negligent net or omissions of TOM.RA Michigao. its 
employees. agmrts. licensees or :invitees while on Retailer's piq,erty or any defects in the 
Machines. The Retailer shall indeltlnify, defend. protect, savo and hold TOMRA Michigm 
blmnless :from any and all losses, damages or :injuries to pemons or property whatsoever mising 
solely out of Retailer's negligent performance of or .fmlnro to perfonn the obligations set forth .in 

TOMRA011305 
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Paragrnph 8 of this Airemnent. 

12. SUPPLIES. Retailer agrees 1o use o.aly those supplies and accessories that am 
sold or otberwisa approved by TOMRA Mic'bigan for use in the Machines. which approval shall 
not be unreasonably withheld. TOMRA Michigan sball provide llefailcr with complete 
specifications :fur quoting puq,osea within furty-five (45) days of execution of tlds Agream1mt 
In the flVent changes in operation of the TOMRA Michigan Container lledclllp1ion Program 
result; in utilization of additional supp~ TOMRA Michigan shall provide Retailer with 
cmnplete specifications including drawings~ ffiusttations and schematics, :fur all supplies far 
q110ting pmposes, mcln.ding applicable price mfunnation. TOMR.A Michigan shall bill Retailer 
monthly tbr all supplies and accassories sold by TOMRA Michigan to Retailer Jor the 
MsclJine(s). All such invoices shall be payable within fb.h1y (30) days of receipt by Retailer •. 

13. ASSIGNMENT. Upon not less than thirty (30) days written notice to Retailer, 
roMRA Michigan. at its option, may assign all ib. rlah~ title and inmst in and to the 
Machine(s), and in and to this Agreement. to one or more lenders as and fur security for its debts_ 
provirh:d that TOMRA Michigan shall remain primarlly tespollSI'ble ibr its perlbmiance 
obligations under this Agreement. 

Except for a collatenil security assigmnent of its deb~ TQMR.A Michigan shall not 
assign this .Agreelilent without the prior w:rltten approval of lletailer-1 which. 13ppIOval may be 
withheld in the sole discretion of RetailQ; provided, however, that TO:MRA Michigan. may 
freely assign all it.s rignt) title and interest in and to this Agreement to a business entity in which 
TOMRA Mrohigan owns at least a fifty (50%} pctcent.interest. 

R.atailer shall not ussign this Agteement without the prior written approval of TOMRA 
Michigan, whlch approval shall not be ~ably withheld; provided, howevei; that Retailer 
may freely assign all its right, title and interest in and tb this Agteemt:nt to a business entity in 
which Retailer oWllB at least fifty-one (Sl %) percent inmrest Retailer shall not allow or cause 
any pen1on or entity other than Retailer to use or possess any Machines listed on Exhibit l o,; auy 
of the Equipment Scbedu1e{s). 

14. gARLY TBRMINATION. This Agreement may be temtlnated by Retailer with 
respect to all or BDY part of the Equq>xnent on not less than sixty (60) days prior written nofim: to 
TOMRA Miobigan in the event of the oCCUil'eDJ)o of any of the following: 

a. The repeal or substantial amendment of the Michigan Bottle Re.fund Bill or its 
equivalent legislation provided such substantial amendment or repeal makes continued 
use of the Machines by Retailer either impractical orunnecBBsmy, or 

b. If a. 'Technological Advancemimt/ as defined below, which signiiicantly er 
marerially improves the efficiency, functionality or optiation of fire Mllcbines, is 
developed or othmwiBe becomes generally available .ftom TOMRA or a. third party 
during the tmm of this Agreement, Retailer may, at its sole discretion, request that 
TOMRA begin Ming the Tedmo1ogicsl Advancement in any futon, Machines leased 
under this .Agreement at the earliest date that is reasonably prac~ but not later than six 
(6) months atoor the date Retailer makes the request.. Additionally, to 1hc extent practical, 
TOMRA shall incorporat:e the Technological AdvOllC81llCDt in any Machines then 

TOMRA011306 
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presently under lease 1o the Retailer. As f.o both :futnrc leased Machines and Machines 
1beo. presently under lease witlrln whidl the Tech:11ologioal .Advancements are 
mampomted. the monffJly rent shall be ad.iustt:d to reflect the cost of the Thchnologioal 
A.dmlcem.ent. For tho pUJposes of this~ a "Technnlogica( Advancement'· shall 
molude~ but is not limited k>, any innovation. upgrade., enhancement or the like that (i) 
significantly or materially .impioves tile effioimmy1 iunctionalif;y or oparation of the 
Ms.chines, or (ii} :w :necewary for the M.acbines to temain or become 'S1am of the Art' 
based upon. the then Cllll'ent standatda of the industry or (ili) allows the Moohines to bo 
utilized in connection with otbm' technology mlating to the business of Retailer~ fur 
example, the intermce· of the Machines and POS sYBtems used bylletailer. 

TOMR.A acknowledges tbe.t other advancements. changes. modificatiDI1B or 
upgrades to the Machines may be undertaken. :from time to timet that increase the 
efficiency or reduce costs associated with the operation of the l\(aC".hines and s11c.h 
advancemrmts sball be inco~mtad into the Mschines by TOMRA as reasonably 
necemiary to meet industty standards. 

15. DEFAULT; NOTICE. Failuta ofRetailer 1o pay any undisputed fee when due or 
to :fulfill or parfonn any condition of this Agreement for a period often (10) da~ after receipt of 
written notice fuml TOMRA Michigan. of such failure shall constitute a de.fimlt hareundor. 1n the 
event of a defiudt, TOMRA Mfolrlgsn may, at its option and exp6ll!le, terminate this Agreement 
and recover pOSSC8Siun of ibe Macbine(s}. TOMRA Michigan's remedies, in the case of 
.Retailets de:fimlt. shall be cumulative and TOMRA M.ichignn may exercise any and all remedies 
it m,zy have at law or in equity by reason ofR.emiler's breach of this Agreement. 

Failure of TOMRA Michigan to fullilJ or par.fonn lUlY condition of this Agreement .fbr a 
period of ten (10) days after receipt of a written notice from Rcbuler of such milure s'halI 
constitute a defirult hereunder. 1n the event of a. demult by TOMRA .Mkhi~ whieh is not 
euted within the ten (10) day period ful1owing noti~ the Retailer may, at its option. terminate 
this Apement. Reblilet's remedies. in case ofTOMR.A Michigan's default_ &ball be cumulative 
and Retailer may mceroise any and all remedies it IIJB.Y have at Jaw or in equity by reason of 
TOMRA Michigan's breach. 

16. BANKRUPTCY; INSOLVENCY. In the event :Retailer shall become insolvent, 
or in the event a petition in bankruptcy is :filed either by or against Rtitai.ler, or in the event a 
receiver shall be appointed for an assignment of Retailer's assets fut the benefit of its credi~ 
TOMRA Michigan may immediately ~ate this Agreement upon written notice to Retailer; 
provi~ however, 1fmt in the event of an involuntary bankruptcy or involunmry appointment of 
a. receiver, Retailer shall have sixty (60) days a:hr .receipt of said ootice to obtain a dismissa1 of 
the prooeading or to make other reasonable disposition of said proceeding fn TOMRA 
Michigan's satistlmtion. 

Jn the event TOMRA Michigan shall become insolvent.. or in tho event a petition in 
bankruptcy is filed either by or against TOMRA Michig~ or in the event 11 receiver shall be 
appointed for an assignment of TOMRA Michigan's assets fur 1he benefit of its creditors .. 
Retailer may immediately terminate this Agreement upon wrlttoo. notice to TOMRA Micbipn; 
providet4 now'ever. that in the event of nn involuntary barikrnptoy or involuntcy appoin.tmertt of 

TOMRA011307 
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a ll!IOeiver, TO.MRA Michigan shall have sixty (60) days after recaipt of said mtice to obtain a 
dismissal of the proceeding or to make other reasonable disposition of said p~ing to 
Remilcr's satiiditction. 

17. Rm;.ATIONSHJP BBTWJmN TO.MR.A MICHIGAN AND RET.A,TiiR, 
TOMRA Michigan shall a« as an independent contraotoT and nothing in thi5 .AgreemC'llt shall 
create or be deemed to ett:ate tbe relationship of~joint venturers, employm--empl~ or 
prlnoipal..agent mno.ug the parties. nor shall any party to this Agreement have any anthority to 
assume or create any obligstion or responm'bility whatsoever. cxpteSS or impliett on babalf of or 
in 1he I1aMe of any other party or to bind any other party in any mannerwhamoeVBl", nor .shall any 
pmy matt riny represmtaiion, warranty, covenant. agreement.. or commitment on behs.tf of any 
otherpmfy', 

18. JJ;);BNTIFlCATION, TOl\t.tRA .Michigan agrees that neithm.- it Mr any of its 
employees or agonls shall in my way hold themselves out to be in any way related to Retailer. 
e,roept as an independent contractor remined by RebdJ.er. This prohibition shall include the 
wearing of lettering, or the~ bearing a close resembhmca to lte~s trademarka or logos. 

19. PUBUClTY; USE OF RETAILER. TRADBMAfil{S. NeithBr Retailer nor 
TO:MRA Michigan slulll use the otb.ers1 name. tradm:uub. service marks, logos or product 
designations fur any comme.rcial pmpose.s without the other party's prior writtm consent 

A. Notices. All notices n,quired or pmmitted to be given hereunder shall be m. 
writing and may be delivered by hand or by a nationally recognized private courier. Notices 
shall be deemed given on the first business day following :receipt. All notices shall be addmssed 
.as .ibllows: 

Meijer. Inc. 
2929 Walker N.W. 
Grm:uiltapids. Michigan 49644 
Attn: Genmal Counsel 

Jf to TOMRAMichigan: 

with a copy to: 

TOMRA of North Amerio~ Inc. d/b/a TOMRAMichlgan 
1044 Durant Drive 
Bowel~ Micwgan 48843 
Attn: Vice President 

TOMRA m'North America., Inc. iJ/b/a TOMR.A Michigan 
265 Broadway-PO Drawer 1034 
Monticellos New York 12701 
Attn: Corporate Secretary 

B. W@im. Nothing in thls Agr~ whcthe.r expressed or implied, is intended 
to oon:&r any rights or remedies un<k:r or by reason of this Agreement on any persons other than 

TOMRA011308 
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the parties to it and their respective successors and assigns. No waiver of any of1hc provisions 
of this Agreement shall be deemed to or shall constitllte a waiver of any other provision_ whether 
OT not similar, DOr sball any waiver constitnm a continuing waiver. 

C. Rffi;cj of Headings. The headitlgs of each section of this Agreement era 
included fur pwposes of convmnence only, and sbsll not affect the consimction or intetpretation 
of a.nyprovision. 

D. Unenfuroeab.ility. 1f any- portion or portions of this Agreement shall be, :fur 
any reason. mvalid or unenforceable. the mmaimng portion or portions shall mweriheleas ha 
vali<4 enfuroeabie and carried into effect, unless to do so would claarly violate tile present legal 
and valid intention of-the parties. 

B. YJ..aiver of Jury TrlaL Bach of the parti8S waives any rigbm to a jury trial in 
co:anection with any suit, acti011 or proceeding seeking enihrcement of such party•s rights under 
this Agreement. 

F. GQyeming J:.my. This Agreement shall be governed by and construed in 
acaordmice with the laws oftha State ofMichigan. 

IN WlTNBSS WHEREOF» the parties have hereunto set thoir hands and sea.ls, int.ending 
this Agreement to be effective as oftha day and year fuat above written. 

A.'\624l-l1Ulvl l.dDC 

By: Thn Calderone 
Title: 

r.· ~la TOMRA Miehlgan --~ 

--...:,1• 
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Tlrls Exln1>it 1 is annexed to and ~e a part of a Reverse Van.ding Equipment 
Master Lease, dated and effective as of September 1, 2002 by and between TOMRA of 
North .America, Inc. dfb/a TOMB.A .Michigan and Meijer, Inc. 

Location: 2425Alpine Avenue NW, Grand Rapids. Michigan 

Eqmpment'l)pe Number Serfal 
Nmnbe.r(s) 

HcJJ Combil\faehfne 7 1005 
1002 
1028 
1029 
1033 
1034 
1039 

Gaylord Unit 4 NIA 

Termination Date: August 31, 2006 

~est Store rn.stallation 

BXHJBIT1 
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TOM.RA MICBIGAN 
SPECIAL R.BPAlR SERVICES 

lNFORMATION-2002 

111 SER.VICE RESPONSE TIMB 

) 

We of&r to our customers phane support in otder fn expedite minor repairs in an effhrt to dec:rease 
Machine dowutime. 

7:30 a.m. - 4:001un. fl da)llpcr week) Normal daytime b.oUrs 
overtime (befure & after hmml) 
Normal time of response 8 hours fur units down er when store luts it.a only glQS unit 

down. 

& LABOR:RATBS (BILLBD@QUARTBR.HOURlNTER.VALS) 

$ 60.00 per hour Nmnml dn}ltime hours . 
$ 90.00 per hour - Overtime after hours 

OVertime hours consist of Monday- Sunday befote 7:30 s.rn. and afier 4:00 p.m. 

a TRAVEL RATES 

$30.00 
$60.00 
$90.00 
$120.00 

Zone A 
ZoneB 
.ZoneC 
ZoneD 

0-2Smiles 
26 - 50 miles 
51 ·75miles 
76 -1-00 miles 

BXHIB1T7 

TOMRA011311 



Koutroumanis Affidavit

082b

R
E

C
E

IV
E

D
 by M

SC
 7/17/2019 4:29:14 PM

CONFIDENTIAL ) 

!open ~I 
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~ 00123 18300 Fort street ISouttiaate Doan ~ 
00140 1555 DemUJe Road L.aneer Deen ' ~00145 ~835 Utfoa Rd. i=-raser Jean ' \A00168 997 E. BeJUJne Ave. NE rand Rapids Joen ~ 
00172 883 E. Grand Rlver Avenue oweU Ooen A. 
00174 mo Hull Road ason Open ~ 

00177 401 26 Mile Rd WashfnalDn Two oosn I\ 
00185 SDOBrown Rd l'\ubumHfls Doan ,.. 

~ 00187 95 North PJne BavGHv :lnen ~ 
~ 00188 13000 Middlebeft Rd Livonia Open ~ 
~ 00191 195M-89 r:tJarnwall Doen ' 1,100194 167 E Clinton Rd· Charlotte naen " 00195 405 B Drive North Battle Greek Coen A. 
M00196 1850 Shaver Rd. 3ortai:ie DMn ' M00197 :mo N. Laneer Oxford :>Den tt 
1,,100205 1901 Fufton .oweU oaen " \1100221 ,434 Centurv Center Dr. Grandville Deen t\ 
M00222 100513 Mlfe Rd. Madfson Hefahts Doan \ 
\.,100003 750 s. State Rd onfa Jpen B 
M00019 OOW. Norton Ave. Muskeaon Joen B 
M00026 J..550 Baldwin st enison :>aen 3 
M00041 920 Pfnestone Rd. Benton Harbor Doan B 
M00045 17 East US 223 drian IOoen B 
M00047 146 16th Street Holland Open !3 
M00067 1700 TeJearaoh Rd. Monroe :>Den B 
\400069 015 Pickard St Mt. Pleasant Jcen B 
M00071 800 Holton Rd. ~rth Musksoon Open B 
fw100163 776 24th Street Port Huron Doen 3 
~00171 373E.34Rd. CadHlac Ooen B 
M00173 645 Jackson Rd. Mn Arbor >nen B 
M00175 00 South US131 Three Rivers >Den 
M00179 015 East Coldwater cofdwater Jnen B 
\.i00180 5000US31 Grand Haven Onan :3 
M00201 :06 s. Graenvllle West Drive sreenvnre 01"190 B 
M00203 5400 Wafdmn Way Bla Rapids Doan r: 
~00193 900 West US10 .. udfnaton Doan D 

STORE SCHBDULB 

TOMRA011313 
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J 

Michigan Departmenl ofTl8SSIIIY 
165 (Rav 08-10) 
Annual Return for Sales, Use and Withholding Taxes 

Taxpayer Name Account Number 

TOMRA of North America, Inc. ME-0122949 

one Corporate Drive, suite 710 
Return Year j DefeOua 

Shelton, CT 06484 2003 

File this return by February 28. Do not use this form to replace a monthly or quarterly return. 

Check box lffhis Is an 
amended nrturn Ix!. Amended· Return 
Amendment Date 

12/7/2011 

A Use Tax· Sales & Rentals B SefeuTWI 

Sales and Use Tax 
1. · .Gross sales (in duding sales by out-of-state 

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

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

3. Telecommunications services. • • • • • • • • • • , , , • 3, 

4. Add lines 1, 2, and 3 • • • • • • • • • • • • • • • . • • • 4. 

ALLOWABLE DEDUCTIONS 
5a. Resale. , • , , , • , • , ••••••• , , • , , •••••••• , , , , 5 a. 

b. Industrial processing or agricultural producing •••••••••••• , b. 

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

d. Exempt Sll!Vices , , , • , • , , • • • • , • • , • • • • • • • • , 

c. 

• d 

e. Sales on which tax was paid to Secretary of State • • • e 

f. Food for human/home consumption • , • f. 

g. Bed debts •••••• , • • • • • • •• , •••• ..... .; .... • • g 

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

i. ·'Other • Identify: • , • • • • • • • • • • , , • • • • • • • • • • • i. 

j: Tax included In gross sales (line 1) • , • , , • , • , , , • , • , • , , , •••• , •• , • 1 

Ii,: Total allowable deductions. Add lines 5a • 5j , ••••• , ••••••••• , • • , ••••••• k 

s.'..Taxable balance. Subtract rina 5k from lina4 , •• , •••• , , ••• , ••••••••• , • , • 6 

f 1'raxRate •• , •• , ••••• , •• , ••••••••••••• , ••••••••••• , ••• 7 

a. Gross tax due. Multiply line 6 by fine 7 • • • • • • , • • • • • • • • • , • • • • • • • • • • , • , B 

9. Tax collected in excess of'line B • • • • • • , • • • • , , • • , • , • , • • • • • • • • • • , • • 9 

10. Add lines 8 and 9 •• , , ••••••• , ••••••••••• , •••• , • , •••• , , , • 10. 

11. TOTAL dfscountallowed{see Instructions). , ••••• , ••••••••••••••••••• 11. 
1 ~.'+oial tax due. Subtract line 11from line 10 • • • • • • • • • • • • • • • • • •• , •• , , • • • 12. 

1i. i'aic payments In current year {after discounts) •••• , •• , •• , •• , •• , , • • • • • 13 . 

Us~ Tax on Items Purchased for Business or Personal Use * 

6% 

.... 

JI> 

I> ... 
x.os 

.... 
JI> 

JI> 

.... 

6% 

1. 5,683,951.33 

2. 

3 . 

4, • s 683 951.3' 

5a. 

b. 1,531,698.00 

c. 

d. 

e. 

f. 1)1, 

g. 

h. 

i. 
j. 

k. .... 1 531 698 00 

6. 
,.. 

4 152 253.33 

7 . X .06 

8. JI> 2A9 1'~ Of 

9. fll>, 

10. 249 135 20 

11. ... 
12. 249,135.20 

13. po,. 341,037 .OB 

14. Enter your taxable purchases • • • • • • ••••• , . )>14a. 1,090,779.G? x.06 = 14b .. ______ .;:.6;::.5.,_,4.,_4::.:6::.:·..:.7::..B 

15. Tax payments made in the current year • , , ••• , , , • , , , , , , ••• , )lo- 15. ______ .:;:.G::.5:.., 4~4~G~·..!.7.:::.B 

Withholding Tax 
16. Gross Michigan payroll and other taxable compensation for the year • • .... 16. ----------
17. Number of W-2, 1099, andfor 4119 forms enclosed. , • , • • • • • •••• • 17. ---------
18. 'rotalMichiganincomefaxwithheldperW-2, 1099and4119forms,.... • •• , •• , ••• , ••• Jli-1a. ----------

19 .. Tdtaf Michigan income tax withholding paid during current tax year ••••..•• , ••• , •••••••••••• Ii> 19. ----------

Summary 
20. Total sales, use and withholding taxes due. Add lines 12A, 128, 14b and 18 •• 

21. Total safes, use and withholding taxes paid. Add lines 13A. 13B, 15 and 19 , 

22::1'f: line 21 is greater than line 20, enter overpayment • • , • , •• , IP- 22. ______ .:9;.::l~,.::9.::0.=l.:.;. 8=8 

23'. Amount of line 22 to be credited to your account 

' .: we will notify you when your credit is verified and avalfable • • • • • • • • • • IP- 23. ----------

20. _____ ..:3:.:1:.;4:..,,c.::5:..::Bc::l.:... ;::.:9Be.. 

21. ______ 4.:..0;::.:6,:.,,c_4:.;B:.::3:.:.·.:::.8"-6 

24: Amount of line 22 to be refunded to you •••••••••.•••••• , •• ilP- 24, 91 901,8 B 

25. If fine 21 is leas than llne 20, enter balance due ••••••• , ••••• , • , ••••••••••••••••••• .._ 25. ----------
26·. 1¥-this ratum Is filed late, enter penalty and interest. (See instructions.) ••••• , • , , • • ••••• , • • ••• , , jl;,> 26. ----------
27. TOTAL PAYMENT DUE. Add unas 25 and 26. Maka check payable lo "State of Michigan.ff •••••••••••••• IP- 27. ----------

·tise 'Tax on Items Purchased fOf" Business or Personal Use: Use lines 14 and 15 to report purchases made for use In your business 
~f fo'r"items removed from your Inventory for personal or business use. Do not repeat the amounts from Co!umn A, lines 1 • 4 here. 

23.3'. 
1 u2sbA 2.000 . : 

TOMRA011315 
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Form 165, Page2 Account Name 

TOMRA of North America, Inc. 

··t· 

of Business Ownershi check one onl 

-.Partnership 
Registered Partnership, Agreement Date: 

D Michigan Corporation 

B Subchapter S 

Professional 

) 

Lim l!ed Partnership 
. Limited Liabifity Company · · § Domestic {Michigan) 

GJ Non-Mich. Corporation 

D Subchepler S 

· · · · Professional 
·?. .- · Foreign (Non-Michigan) 

. r. -',.: 
R'l'\son for amending return. Include your account number(lfno1 Wsfed ab111111) In the e>planatlon. 

~iE i\TTACHMBNT 

Sighature (you are required to complete all infonnation requested below) 

Account Number 

MB-0122949 

~

Trust or Estate {Fiduciary) 

Joint Stoel( Club or Investment Compan 

Social Club or Fralemal Organization 

other (Explain) 

/·declare under penalty of perjury that this ratum is true and c:omp/ata lo 
the ·best of my knowledge. 

I dao/are under penalty of p&Jjury /hut this retum is based 
on el/ Information of whir:h I have any knowferfge. 

I authorize Treasury to discuss my return wfth my preparer.~ Yes O No 

Taxpayer or Authorized Represenlatlve Slgna1ure 
KPMG, LLP 

l---'---~~~~~~~~-r--~~~~~~~--113-5565207 
Taxpayer FEIN or Socfel Security Number Telephone Number One Financial Plaza 

203 447-9738 6d.362037 
nxpayororAulhonzcdRepn>stnlalivoTrll• Date 755 Main Street 
(~~sr/Off«::er/Mamben'Manager/Partncr) 

1-...;..;_.~~~----c-~--:-:--:-c---tc:-:-;--:---:-:--:-:-~~~~--1Hartford, CT 06103 
. ~rlo. il•m• of Corpofilf• Offlcor Rc:sponsil>l6for Rotum Telephone Number 

860-297-5555 

8~ Aware of Postal Regulations When Malllng Your Tax Return: The U.S. Post Office calculates postage based on the weight, 
size.and thickness of an envelope. Consult with the Post Office before mamng lo avoid delays In delivery; items with insufflcfent postage 
will be returned to the sender by the Post Office. 

Mailing Instructions: 
If enclosing payment with your Annual Return, mail to: 
Michigan Department of Treasury 
Department 76172 
P.O. Box 78000 
Detroit, Ml 48278-01"72 

:,1· . 
ff·;r!questing a Credit to your account (amount on line 23) or a Refund (amount on line 24), mail to: 
Mich_lgan Department of Treasury 
P.O. Box 30779 
Lansing, Ml 46909 

All other Annual Returns without payment, mail to: 
MJch!gan Department of Treasury 
L~ns_ing, Ml 48930 

Go to www.mlchigan.gov/taxes to check your Sales, Use and Withholding 
i3 transactions and ask questions about your account on-line. 

· 1 tJ250N 2.000 ., 

TOMRA011316 
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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 

CONFIDENTIAL 

TOMRA of North America, Inc. 
Refund Calculation Summary 

Year Ending 12/31/2003 

$ 

$ 

$ 

$ 

$ 

$ 
$ 
$ 

$ 

$ 
$ 
$ 

Use Tax 
OrlglnaJly 
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 

) 

Amount Due 
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 

Refund Due 
$ -
$ -
$ . 
$ -
$ -
$ . 
$ -
$ -
$ -
$31,754.37 
$32,743.92 
$27,403.59 

Total Refund Due: $91,901.88 

TOMRA011317 
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f:· !f;;:,:f !. ORIGINAL 

M"~iglln Dept ~ll!lll!Y -SUW 
t60, lorm9r C.~Ql'(R!l[-MJo) Please print your nl&llbers !Ike this. Use blue or blact Ink. I 2 3 4 5 6 7 8 9 0 

SalesTax 01 3,,'/ 'f~3 7 ~mates 07 
Combi~elRETURN • 
for Michigan Taxes ' • • f 

Dtt nqt mah ahaRfn an If/ls form. Sales Tax 
U,e fof'll,J C-8479 lar all changss. Discoonl 02 
Accoont Office Use 
Nll(11ber ME-0122949 22 

Return Period Due Date 

<?CTOBER 2003 NOV 15, 2003 

Use Tax 
(~03 

Use Tex 
Discount 04 

Use Tax 
(Plldmses) 05 

C'..ompany Name 

TOMRA OF NROTH AMERICA INC .• _06 

4 ·.4. :1,CJ~,;i,, 

IY~'.:i:i:i~~~-r==-~/4~~ "Enter the amount paid With a Discount 
Vou~. This is not a subtotal llne. 

Voucher 
Payment" 98 

Penalty& 
lnlerest 

• 

99 

97 

97 

97 

~ 
' .. 

RESERVED 
I 

RESERVED 
. ' 

Make checks payable to: Slate cf Michigan. Total Payment ~.rotai~I 
22 2 000122949 9 0310 0 ~ 

,;. -..,. 
; 

$. 
j -

j 

-~·,/ 

() 
0 z ,, 
0 
m z 
-i 
)> 
r 

.. · -
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-i 
0 
s: 
~ 
0 
.....>. 

' .....>. w 
....>. 

CD 

: ~~:.:. ; i ,' t ORIGINAL 

Mlohlgan DOlll of Treasury· suw Please print your numbels llte thl!. Ua blue or blaclc Ink. .1 2 3 "+ 5 6 7 8 ~ 0 , eo, foimer C-3200 (Rev. 9/00) · 

Combined RETURN e , ~ ,,.,. '1 ;J. 11.. o ·~ ~ .. ) 
for Michigan taxes SalesTlllt 01 o/P' I 1-f' ::I(. 7..,r Estimates 07 ; " 

Do sot m•ke chan1• arr 11111 form. Sales Tax VPayoucherr _ __,. 
~ Us, farm c--347!1 fol all cfta,iges. Disml.llt 02 , men 9~ 

' Office Use Use Tax . . Penalty & 
22 ~ 03 ;.. f; 0 0 5. 5 lntarest gg 

I 

~~ ~~ .. 
DEC 15, 2003 Dlacount 04 97 RESERVED 0 

, 0 
Use Tax aent,ED Z 
(Purohales) 05 , 97 RES~,, ,, 

0 
06 ~ . m 

fl ' z 
-i 

*Enter the amount paid wltti a Discount • )> 
Voucher. This is not a subtotal llne. . r 

Mekecheckspayableto:StalBolMlchlgan. Total Payment fJ$ 
1

0 if .47 
22 2 000122949 9 0311 7 4 

·:.;:i,1~ ; , , : 4 . : , ; ; ; J? !i: ! t,r.;1r 

i ) ....... / 
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.. -

Ml'Cl\'!!&n Dcpl. cl'Treai~1.'¥1W : ' • 
. , :. OR\GINAL . · . . ,:·· 

Plea.,e pnnr yoornumbtrs n1111 this. Useblue ar hkck itllr. T 2 . .3 '-i $ 6 7 8· Ci 0 100, ICMm«C-3200 (Ni -:.i,uii)'. ' • ' :. • , 

· Combined RE.TURN_. 9.. 
for Michigan Taxes SalesiilX 01 

Da nof make 11han11,s an lhl# to1111. Sales Tax 
Ose farm C-3419 tor all chan9-es. Oil!~ounl 02 

Use Tax 
{~Rail$) 03 

AGoounl 
Nun-hi!, ME-0122949 

~r11~oa Dlll!0!1111 \ Uselax 
DECEMBER 2003 JAM 15. '2004 Dist0\lfl\ 04 

UeTax. 
{~) 05 

r-1eo""111=-p::::llfff=iN,:,:c-=-. -----------,, h 
TOMRA OF NROTH AMERICA INC , ,tt/p:j08 as 

,.;.. i .4 IJ g .51 SST 
Estimates 
Vouchet 
Pa'1ment" 

! 

I .4ps_ _txp Penalty& 
lfllerKl 

D"?"O'--QS ~ I I l7'J.e(I •enter lhe amount paid with a Discount • 
~ ' ~ • Vouchet. This is nol a submtaf fine. 

Make checkll payable l.o: Slale of Mich!gan. Total Pa)lmenl 

07 

ga 

99 

97 

97 

9? 

RESERVED 
' . 

R~ERVED 

RESSRVED 

.J·<J <J ;;. CJ t 5 ' . 
22 2 OOQ122~4~ ~ 0312 q 4 

-I 
0 
~ 
;o 
~ 
~ 

~ 

w 
tv 
0 

.·:.,,. . ~- ~. i ·~ ; .. -:;','•: .f' :·· . .: 

... 
"" 
ts) 
U) 

.... 
(71 

' 
UI ... .... 
tJI 
01 

"' IS> ..... 
I>-
Cl\ 

-i 

I 
3t 
H n 
.;C 
H 

I 

I 
ft1 

Gl 
I'.> 

_ _,. 

() 
0 z .,, 
6 
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r 
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• 
Michigan i;,ept, DfT!llilfUIY, 165, (Rev, 9/IJ3J 

CONFIDENTIAL 

ORIGINAL 

Taxes 
~ountNumber 

Annual ftetum for Sales, Use and Withholdln 
PIBc8 l6bel fr!lm YOII Coupon Bock Herr, QI'. Entor TllXpll¥W N11111t1 

~ OJ' No:a'ffl ANltlUCA INC 
480 LOBDSBIP J30tJL1WARD 

g 
Dateoua 

Fife this return 
by February 28 

!1!J'01Ul O S ...,2,.,.0c,o0:::,3 ___ -1. _________ _j 

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

A. Use Tax· Salaa & Rentals B SalasTax 

Sales and Use Tax 8% 4% 6% 4% 

1. Gnmi 11rdea [111Cludlnll mlea by DUI-of-elate 
vanao11111ubject lo lJIIS llillf) •••••••••••••• 1 -------1------~ 1. 5 sa-.i .. 1:1 ..,.,. 

-t• 2, Re(llela or lllnglble property and accommodetiorm, , • 2 2.i,--..-,-..:..----t-:..-----
·f '. ;. 3. Communication services • • • • • • • • • • , • • • , 3 s. . . .. .. .. .. . .. 
f· 4. Addllnea1,2,and3, •• , ••••• , ••••••• 4. ~ JI,,' 4. k_&R!I Qs:'f ..,.., II>-
?· ALLDWABLE DEDUCTIONS 

5a. R11811le , , ••• , ••• , ••••• , • , ••••. 5a -------+-------1 5a. 

b. lndusfrlal procesel119 or agrfoulltlral producing • , , • b --------!'-:---------' b. 

c, lnlenmde commel"C8 , • , •••••• ·• , ••• , •• c -----~-4-------1 c. 

d. Exempt aeN!ces , • , , , •• , , • , • , • , •••. d ,-~"".,""·· -.,.--,,,,_,,-.!:,-,,-.. _..,_.,.,_ ...... ,......,_..,...,,.i 
e. Salee on which tax wen paid tc Secretary of Sfale • • • e. ____ _,__,.,.....;,.·"-.,. ................ · _. ......... ..:.....-"---4 

f, Food ror human/home conaumpllon ••••••••• 1. _ ... ______ +:-..,-------l 
d. 

.. e. 

r. .... 
g. Bad debts , , , , , , •• , , • , • , , , •• , , •• g ----.-.. --......i-----~.,.,.....l 11, 

.. h • 
I • 

·..:•?·,·· 
.. .. .. 

' .. J • .. k. jl,-

. h. Michigan motor ruel or diesel fuel lUX • , ••••••• h ~-----.:.:.·f_.,.· .....:..· ..:.··--'.:...-...;_~-J 
t. other· Identify: • • • i ----,.--,.-....+..,,.--...---.~-......1 
1: Tax lnclUded In grma aalea (line 1) •.•.•.. , .• J. ~'-------.:..+ ...... ---..;....;c:...-..._j 

k. Total allowable deductions. Alfd llnee5a-6J •••• , • k. ".'"jp,.------+:c----~-..i ... 6. Taxable balance. Subtract llne 5k from tine 4 ••••• 6 • .:..""------+:::-------1 6. k "'""' ""'1. 'l'Q 

x.oa x."" 7. X,06 7. Tax Rate ••••••.•••••• , • , .•••• , 7. -----"-"'"'-1-----~~:t.../ 
II>-a. Gross tm: due. Mutllply line 6 by line 7 •••••••• a. -:-~------+;;-------! B. ""· •u1 n':1'1 na 

-

JI,-9. Tax collected In excen of ~ne B •• , •••••.•• 9 ....... ------~-------! 9 .... 

10. 
11. ... 10. Add fines 8 and 9 •••• , .• · •• , •••.• , • 10. ~------!-,-------I 

1.1. TOTAL discount allowed (.see instructions) ...• 11 • .;..'"'-.------+:c~-------1 
12, TDIBI tax due. Subtract fine 11 from Una 10 , • , , • 12. ------~-------1 12. 
13". Taxpayrrnints In cul'!'lmt)'f!lll'(arterdillCOUllts), • , , 13. __ .., ______ ...&....::..ai,. ______ ...1 13. JI-

/itise Tax on Items Purchased for Business or Personal Use (see back)** 

2A~ n<i.'1 na 

341 03'7.nB 
341 037.08 

.... 

.... ... 
,... 
JI,, 

... 
... 

x.04 

··-· 

:·14.Enleryourpurchasestaxableatthe6%1lile ••••••• , ••••• ,Jl,,14a,· 1,090,779.67 x.OB = 14b •. ____ _.6"!15u.r.:!!4~4~S,_,7!.!8i!... 

:.:~;:::~~:~nfuecurrentyear.... • ••. ·~·. , •.••.• , •••.• , •• Jl,,,15, 66,446,78 

10 ....... ..,... .., .... , """"'' ..... ~ 0 . . . . . . . .................... ---------
17. Number ofW-2a encloaed • • • • • • • • • • • • • • • • • • • • , • • 7. 
1 a. Total Mf'chlJl11n fncoma tux wllhhekf per W-2e •••••••••• , , •• , • • • • • • • • • • • • • • • • • • • • • Ill> 1a. ---------
· 1e. Total Mlohlgan Jnoome tax withholding paid durln11 current tax year • • • • • , • • • , • • • , • • , , • • , , • , , Di--10. ---------
Summary 
20. Total Rle11, u,e and withholding taxu due. Add lines 12A lilnd B (bolh rate i;olumna), 141! and 18. • • • • • • • • • • 20. ----"4'-"0'-=6:.cc.:,;4::;83,:....,, 8...,6._ 
21. Totsl sales, useand withholding texot paid. Add l!ne1113A and B (bolh rate columna), 16 and 19 • , •••. , • • • • 21. ___ __,4..,,0,..,6,..,c.:1f,...B.,,3u, Bc..,6:!.-

22. rrune 21 Is greater than line 21:l, enter overpayment •. , •••• , • , • • , , .._ 22. • oo 
. 23. Amount of line 22 to be credited to your account. 

· We will nollfy you when your credit r, verllled and svallable ••• , • • . • • • ll-- 23, ---------
,24. Amount or fine 22 to be refunded to you • , , , .................. 24. • 00 
25. lflfn1121 I& leaa lh11111ine20, enierhal.mc:11 due •••••••••••••••••.•••••••••••••••••• 25. ______ ........,.!.!:o~o"--
26. If thiuetum la tiled feta, enter penalty and interest (See lnatruclfons,). . • . , • , • • • • • , , • • • • , • , • • • • ..,_ 2B. --------...: 
27, TOTAL PAYMENT DUE.Add fines 25 and 26. MakeclreG!ca payabletc "staleof Michi911n.n •• , , , , •• , • , •• , -- 27. 1 00 · 
'; :; Complete end sign /he back otthls mumi 

'23. www.mrohl9an.gav/treasury 

TOMRA011321 
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) CONFIDENTIAL 

ORIGINAL 

: ) r:me of Business Ownership {check one only) 
··, · · ·'§ lrn!Mdual 

· Husband· W'k 
Pa~ a Registered Partnership, Agreement Oate: 

Limited l>arinlll'Bhlp 
D Limited llablllty company 

§ Domestic (Mlc:hfilan)_ 
PTOflllRJ/coal 
Foreign (non-Mich~) 

Sf nature 

0 Michigan Corporution 

8 Subchaplar S 
Professional 

[iJ Nan-Mich. Corporation 

. D Subchspter S 

.. , 

§ Trullt or EB!ala (Fiduciary) 

Joint Stock Club Ill" lrwestment Con,pany 

SOCISI Cltlb orFta!;ma!Orl/anfzafion 

Other (l:Jcplain) 

/ dor;/art1, under pl!llla/ty of por}ury, that this ffJfum Is aw ena complritll to T der;/Me, under }Jfmf1f{y of P!»ftn:r. thBt ~ mtlfn ls brilllld 
·' ths be.stotmy l<riowfodfJe. rm elf TnfonrHltkin atwrJch I nave 1myfrncN{iPdfJ6, 

. I liuthar~e Trua,ury to dli;c;I.ISII my Rllum wllh my preparer. [iJ Yes D No Preparers SJgN1l1Jre, Address and PhDne and ID Number 

• TIIXPE!VW'B Signature 

...:..~~~~~~~~~~--r~~-:-:~~~~~~........,Capoaaela, Cohen, LLC 
TolephuneNumber 06-1415579 • Ta,cpayuro Social Sec:tJrlty Number 

;' .0. - 0 00 203 2S4-7000 
· .. ·raxpayel'li iltla Oa!e 368 

:,v P. 
··.:.· 

If you are enclosing payment with your return: 

MAIL TO: Michigan Department of Treasu!y' ~ (Q) ~ w 
Department 78172 
P.O. Box 78000 
Detroit, Ml 48278-0172 

It you are not enclosing payment: 

MAIL TO: Michigan Department of Treasu!y' 
Lansing, Ml 48930 

·•ose Tax on Items Purchased for Business or Penional Usa 
Use lines 14 and 15 to report purchases tnade far use In yaur 
business or for Item& remi:wed from your Inventory frir personal use. 
Do not repeat the amounts from Column A, fines 1 • 4 here. 

23 

4li25DN2.000 

TOMRA011322 
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.) CONFIDENTIAL 

Michigan Department OfTreaSUIY 
185 (Rev 08-10) 
Annual Return for Sales. Use and Withholding Taxes 
Taxpayer Name Account Number 

TOMRA of North America, Inc. MB-0122949 

One Corporate Drive, Suite 710, 
Return Year J Date Due 

Shelton, CT 06484 2004 

File this return by February 28. Do not use this form to replace a monthly or quarterly return. 

Check box lfthla Is an 
amended return 
rx'°i'Amended

0

Retum 
Amendment Date 

12/7/2011 

A. Use Tax: Sales & Rentals S Sales Tax 

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 eccommodetlons. • • • • • • • • • • • • • • • • , , ••• , •• 2. 

3. TeJecommunlcallons services, • • • • , • • • • . • • , 3. 

4. Add Jines 1, 2, and 3 ••••• , , • , , , , , , , ••• , , • 4. 

ALLOWABLE DEDUCTIONS 
Sa. Resale, • , , , •••• , , , , •• , , • , • , , ••• , , • • •••. ' • 5 a. 

b. Industrial processing or agricultural producing ••• , •• b. 

c;. Interstate commerce, • , , , , •• , • • • • • • • , ••••••• , ••••• , , , C. 

d: Exempt services , , ••• , • , • , • , • , , • • • • • , , •• , • , , , ••••• , • d 

~- Sales on which tax was paid to Secretary of state •• , • , •••• , , , e. 

f,,,.Food for human/home consumption •• , •• , , • , , • , • , • f. 

g:, -Bad debts • • • , • • • , • • , • , , • • • , • • , • , • , • • • , • • • • g 

h:'Michlgan motorfuel ordieselfueltax. , •••• , • , •• , ••••••• , , • , • , , •• , • , h 

i. Other - Identify; • • • , • • • • • , • , • • • i. 

j. Tax included in gross sales (line 1) , • , ••••••. 

k. · Total allowable deductions. Add lines 5a • 5j ••••• , 

~ . .'Taxable balance. Subtract line 5k from llne 4 . • • • , • 

• ••••••• J 
•••••.•• k 
•••••• .. 6 

j:iJfaxRate • , •• , •• , ••••••• , ••••••••• , ••• , • , • , • 7 
8. Gross tax due. Multiply Jina 6 by line 7 •• , • • • • • • • • • • •••.• , •• , •••• , , • , 8 

9. Tax collected in excess of line 8 • , •••• , • • • • • • • • • , • , , , . . • , •.•• , ••• 9 

10. Add lines 8 and9 • , ••••• , •••. , ••• , •••••••••• , , • , •••••••• 10. 

11, TOTAL discount anowed (5ea fnstructions), , ••••• , •••• , •• , •• , , • , • , , •• 11. 

12. Total tax due. Subtract /Ina 11 from line 10 • • • • • • • • • • • , • • , • , • • • • • • • • 12. 
1 s. t'ax paymenls in current year (after discounts). , • • • , • , , ••• , • , • , ••• , , 13, 

Use Tax on Items Purchased for Business or Personal Use * 

6% 

,,. 

I> 

I> ... 
I> 
!iJ,,-

I> 

I> 

6% 

1. 7,998,399.33 

2. 

3. 

4. I> '1 998->QO _3; 

Sa. 

b. 7 567,938.83 

c. 
d. 

a. 
f. ~ 

g. 

h. 

I. 

J. 
k, Ji>- 7 567,938 .SJ 

6. JI!,- 430 460.50 

x.06 7. X.06 

8, i,,,.. 25.827.63 

9. I>-

10. 25 827 .63 

11. I> 

12. 25,827.63 

13, • 479,903.96 

14. Enter your taxable purchases • • , • , • , • l'I> 14a _____ .....::.3;;;.2=..9cc, 2::.:9:c:9:..:·:..;3;.;::.4 x .06 = 14b. _____ __;1:::.:9:..,,:..:7..::5~7.:.· ::..;:..95 

15. Tax payments made in the current year ••• , •• , • , • , , • , • • • ir,, 15. _____ __;l::.;9;.,•c..:7.::5.:..7.:.. 9=6 

Withholding Tax 
fa: brass Michigan payroll and other taxable compensaffon for the year , , , • • •••••• , , •• , • • .,._ ,s. ----------
f7, N'umber of W-2, 1098, and/or 4118 forms enclosed •••••••• , • • , • 17. ----------

18. totalMichlganincometaxwithheldperW•2, 109Sand4119fonns., ••••• , ••••••••••• ,, ••• , ll>-1s. ----------
1·9. i-01111 Michigan income tax withholding paid during current tax year •••••• , • , • , •• , , • , •••• , • , • JI> 19. ----------

... ~.:-

Summary 
20. Total sales, use and withholding taxes due. Add lines 12A, 128, 14band 1B • 

21'. Total sales, use and withholding taxes paid. Add lines 13A, 138, 15 and 19 
22. ff line 21 Is greater than line 20, enter overpayment •• , , ••••• , • • • • II>- 22. _____ __,4c::Sc:4.,_, .:.0.:..7,:.6;..;. 3::.:,.3 

2'3. Amount of line 22 to ba credited to your accounl 

~_:· We will notify you when your credit is verified and available , • • • • , •••• .,.. 23. ----------

20. --------"4e,:5c,,_:Sc,:8:;.S.:... Sti-9 
21. _____ ..;4:.:9:.:::s:..:.'-=6"-1,1=.:..:. s:..::.2 

2f Amount ofllne 22 to be refunded to you ••••••• , •••••••• , •• Ji> 24. 454,076.33 

2!;°. If llhe.21 Is less than line 20, enter balance due • • • • • • • • • • • • • • • • • , ••• , ••••••• , •• , , , ._. 25. ----------
26, ·ff this return is filed late, enter penalty and Interest. (See instructions.) • , ••• , ••• , •••••.•• , •• , •• II>- 26, ----------

27, TOTAL PAYMENT DUE. Add lines 25 and 26. Make check payable to ''State of Mlchlgan,n , • , , • • • • • • • • • • II>- 27, ----------

•use Tax on Items P11rehHed 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 peraonal or business use. Do not repeat the amounts from Column A, lines 1 • 4 here. 

2·s = · 

7~~~.PA-?.000 

~-· .. 

TOMRA011324 

I 
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CONFIDENTIAL 

Form 165, Page 2 Account Name 

TOMRA of North America, Inc. 
.·'i.:. 

1'voe of Business Ownership (check one onM 
• , .. t, 

f--: ' 
t-,- .l.ndividual 

1-- Husband - Wife 
,__ Partnership 

B Registered Partne!llhip, Agreement Date: 

Limited Partnership CJ Limited Llabllity Company ·'"·§ Domestic (Michigan) 
· Professional 

'. . . Foreign (Non-Michigan) 

Reason for amending return. Include your account number (if not listed abow) In the el<planation. 

SSE ATTACHMENT 

: : 

D Michigan Corporation 

B Subchapter S 

Prof&sslonal 

W Non-Mich. Corporation 

D Subchapter S 

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

) 

Account Number 

ME-0122949 

~

Trust or estate (Fiduciruy) 

Joint Stock CJub orlnveslment companJ 

Social Club orFnrtemlll OrganlzatlCfl 

Other (Explain) 

Jd~ciare under penalty of perjury that this retum is troa and comp/eta to 
tli.e,'best of my knowledge. 

I declare under penally of pe,jury that this re/um is bei;ed 
on all informalion of which I have any knowledge . 

. i=:ut~orize Treasury to discuss my return with my preparer. GJ Yes O No .. Prapallll's Signature, Address, Telephone and ID Number 

pf~~~ Taxpayer or Authorized Reprasaotalive Signature 

,:axpayer FEIN or Social Security Number 

M-1362037 
Taxpayor or Authorked Repm.senlallvn TiUo 

. (flWJl!'/Olnter/Member/Managor/Pannat) 
• I 

,.• .. 

Telephone Number 

203 447-973a 

Date 

i:nnt.('l,•me or C0<p0llll/' Offlcor Ro,pgnslbl• ror Rstum Telephone Number 

KPMG, LLP 

13-5565207 

One Financial Plaza 
755 Main Street 

Hartford, CT 06103 

860-297-5555 

Be Aware of Postal Regulations When Mailing Your Tax Return: The U.S. Post Office calculates postage based on the weight, 
s~ and thickness of an envelope. Consult with the Post Office before mailing to avoid delays In deflvery; items with Insufficient postage 

will be returned to the sander by the Post Office. 

Mailing Instructions: 
If enclosing payment with your Annual Return, mail to: 
Michigan Department of Treasu,y 
D~partmenf 78172 
P,O .. Sox 78000 
D.elroit, Ml 48278-0172 

·~l~ .. 1·· 

lf':r~questing a Credit to your account (amount on line 23) or a Refund (amount on line 24), mail to: 
Mlph)gan Department of Treasury 
P1,0; Box 30IT9 
L:a~sing, Ml 48909 

All other Annual Returns without payment, mail to: 
Michigan Department of Treasury 
Lansing, Ml 48930 

Go to www.michigan.gov/taxes to check your Sales, Use and Withholding 
23 transactions and ask questions about your account on-line. 
1U25DN 2.000 
•; .... : 

·-,, .. _. 

TOMRA011325 
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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 

) CONFIDENTIAL 

TOMRA of North America, Inc. 
Refund Calculation Summary 

Year Ending 12/31/2004 

$ 

$ 

$ 

$ 

$ 
$ 

$ 

$ 

$ 

$ 

$ 
$ 

Use Tax 
Originafly 
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 . 

Retum 
$ 3,919.76 

$ 2,586.16 

$ 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 

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 

Total Refund Due: $454,076.33 

TOMRA011326 
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t •• 

CONFIDENTIAL 

ORIGINAL 

;tJlcnfgan l)&pi. of 1r,,asury, 1115, (RS\', _9-03) 

Annual Retum for Sales, Use and Withholding Taxes 
1'/61# L&btl from 'fOlt1' CDl/pml Book Hen or lnlforTupa,w' HMM 

romra -of North Amerlca 
4SO Lordship BouleVBl'C 
Slrstford, CT 06615 

Aoo!IUnt Numbal' 
ME-0122949 

Ratum'itmr 

2004 

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

· ,DateOuo 

• Salas & Renlals 

.•/•. · 6% 4% -----+-..:-_.:..;.._--' 

.l· . 

. ,. 

FIie this return 
by February 28. 

·. · ·\··:.Use Tax on Items Purchased for Business orP~rsonaJ Use (see back}"" 
: __ .-·. 14,' Entsryourpurchasestsxableat1he6%rate ... - .... ,_ ......................... -, .. .>14a. 329,299.34 :x: .os .. 14b,,--.l.::19:.i:,,7.::,i67:.i:,l96:::-_ 
.. '. 15. Tax peymen1s made In 1hs current yt1ar .......... " ........................................... _ ........... ,. ... _ .................. _.................. ; 15. __ 44;;..:.L, 1:=85=i/'l::.:1_ 

Withholding Tax 
16. Gross Michigan payroll and othartaxsble compensation for1he yeBr ................................................................. .. 
17. Number of W-2B enclosed ........................................... _ ........................... 17. --------
18. Total Michigan income mx withheld per W-2s ...... " ............................................................................................... . 
19. Total Michigan Income tax wlthhOldlng paid during current lax year .................................................................... .. 

··.-.: 

' Summary 
20. Total sales, use and withholding taxes due.Add' llnes 12Aand B (both rate columns), 14b ancl 18 .................. .. 
21. Total saleS, use and withholdlflg mxes paid. Add lines 13A and B (both rate columns), 15 and 19 ................... .. 
22. lfllne21 ls greatsrthan lfne 20, enter overpayment ......... -" ............... • 22. .24,427/i!S 
23. Amount Df. Hne 22 to be cradlled to your account. 

We wllf notll'y YoU whon your credit Is verlllad and available ................. ~ 23. oloo 
24. Amount of line 22 ftl be refunded to YQU •• _ .......... -.:.-........................... • 24. 24,427125 
25. If llne 21 ls less than llne 20. enter balance due ....................... - ......................................................................... .. 

·-: ·.: 26. If Ulfs return Is flied late, enfur penalty and Jnteresl (See Jns1ructfons.) ............................................... ,-................ . 
'O. TOTAL PAYMENT DUE. Add !Ines 25 and 26, Make checks payable to "State -of Michigan.• ............................... .. 

> 16. ____ ..,__ 

•18.----~-
• 19.----1...--

499,661192 20 •. --,,.._,.:,,.;;..;;;.;,..;.-
21.,-_..;;5;;.;24c,;:,06~9:.L:j1.:...7 _ 

~25.----....---
. 28.----.;--­
> 27 .. ~~--~~ 

Comp/et~ and sign the back of this nnum. 

TOMRA011327 
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) CONFIDENTIAL 

ORIGINAL 

·, 
105,Pago2 

TJP! of Business ownerahip (check one only) 

0 fndMduBI D Mlchl'gan COrporalloo 

0 Husband - Wife O Subchapt.er S 
D Partnllrshlp O Profsaalonal 

D Reglster&d Patm8fllhlp, AQrllemOnt 1)$:1...I ----"I 
D Unltsd Partnell'lhlp. 1)lJ Non-Mich. Corporation 

0 8Ullehapter S. 

0 Lfmllsd UabflltyCompany 
D OOme&Jlc (Michigan) 
D Pmfesslonal 
0 Forulgn (Non•Mlot,jgan) 

Signature 

) 

0 Truator Eslatu (Fldui:lary) 
0 Join! 81odt Club or lnvesbnent Company 
0 Sccllll CIUb or Fratemal Orgari!r.aflon 

t tlsdsre under pBfll1/ty al fJf1f}u,y th/11 this 11111/m /11 true BIid aompl/Jre to . 
the best of my know/Bdgs. 

I dec/aJ'6 undar pantl/f;JI of pdrjuJy that lh/s rotum 1B bSBecf 
cm sH /tlforma~ of which I hllW sny Jmu,v(edge, 

I au!harim TNlasUIY to di&Gu&a my refllm with rrr; plUpatGr, 0 Vea O No 

Tolophone Numbiar 

( 203 ) 455-5000 

· Jfyou are enclosing payment with yourre1um: 
MAJL TO: Michigan DspartmentofTreasury 

Department78172 . 
P.O. Box 78000 
Detroit, Ml 48278-0172 

lf you are not encfosfng payment: 
MAIL TO: Michigan OepartrnentofTreasury 

Lanslng,·MI 48930 

•use Tax on ltem11 Purchaaud for Buslneea or Personar U&1 
Use fines 14 and 15 to raport purdlaMs made for use In your 
business or for ltt:lms removed flom your Inventory for peruonaf use. 
Do not repeat the amounts from Column A, fines 1 - 4 hare. 

] 

TOMRA011328 
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CONFIDENTIAL ) 

Michigan Depar1munt of Treasury 
165 (Rev OB-10) 
Annual Return for Sales, Use and Withholdina Taxes 
Truq,ayer Name Account Number 

TOMRA of North America, Inc. ME-0122949 

one corporate Drive, suite no Return Year ! Date Due 

Shelton, CT 05484 2005 

File this return by February 28. Do not use this form to replace a monthly or quarterly return. 

Check box if this ls an 
amended return 
rxi Amended· Return 
Amendment Date 

12/7/2011 

A. U&e Tax: Sales & Rentals 8 Selea Tax 

s·ales and Use Tax 
1,' Gross sales (including sales by out-of-state 

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

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

3. Telecommunicatiom; services. • • • • • • • . • ••••••• 3. 

4. Add lines 1, 2, and 3 •••••••••••.•••••••••••• 4. 

ALLOWABLE DEDUCTIONS 
5a. Resale ••••••••• , • , •• , • , •• , •••• , •••••• 5 a. 

b. Industrial processing or agricuttural producing ••••••• b. 

c. Interstate commerce • • • , , • , • , • • • • , • • • • • • • • • • c. 
d. Exempt services • • • , , • • • • • , , • • • • • • • • • • • • • • • d 

e. Sales on which tax was paid to Secretary of State , • • e 

f\ Lfopd for human/home consumption , , , , • , •• f. 

!(°Saa debts •••••••••••• ' • • • • • • • • ' ••• g 
ti)Michigan motor fuel or diesel fuel tax ••• , , •• , •• , , • , • , , • , , • • •• , • • • • • • h 

t. · Oiher .• Identify: • , , , • • • • • , • • , , , , • • • , • , • , , i. 

j. Tax included ln gross sales {line 1) • , , • , , • , • , , , •••••••••••• , , •••• J 

k; Total allowable deductions. Add lines 5a • 5j •••••• , , ••••• , • • • • • • • • • • •• , k 

s.:.raxable balance. Subtract line Sk from fine4 •• , ••.••••••••• , , •• , ••••••• 6 

r:itt-axRate • , •• , •••••• , ••••••• , •• , •••••••••• , •••• , •••• , 7 
a_; Gross tax due. Multiply line 6 by fine 7 , • • , , ••• , •• , • , • , • , , ••• , • . .•• , • 8 

9. Tax collected in excess of line 8 • • • • , , • • • . • , , , , , . • • • • • . • • • • • . • • • . 9 
10. Add lines 8 and 9 •••• , , , •. , , , , , •.••••••••• , • , , ••..••. , •• 10. 
11, TOTAL discount allowed (see Instructions). , •• , , •• , , , ••• , ••• , , , • , • , , , 11, 
1di,otiil ta)(due. Subtract fine 11 from line 10 , ••••••••••• , , , , , ••• , , ••••• 12. 
1J, 'Faic payments In current year (after discounts) •••••• , •••• , , , • , •••• , • 13 • 

lJs!!Jax on Items Purchased for Business or Personal Use* 

6% 

p. 

Ji>, 

... 

... 
~ 

x.06 
I'> 
I'> 

fl,. 

... 

6% 

1. 7,081,395.33 

2. 

3. 
. . 

4. a,.. 7 081 395.'.'!~ 

5a. 
b. 6 469,41?.50 

c. 
d. 

e. 
f. "'" g. 

h. 

i. 

j • 

k, fl,- 6 469 .417. ~( 

6. II>- 611 977.83 

7. x.08 

8. Ji,,. 36 71 R. Vi 

9. Ii>-

1 o. 36 T!l!.,£! 

11, ... 
12. 36,718.67 

13, ... 424,883. '12 

1,( ~nter your taxable purchases • , •••••• , , , ••••• , •••• Ji,> 14e. _______ 2-'-7-'-7'-', l:;;6:;.:9c..·:.;:3c.;;.3 x .06 = 14b. ______ l:.6:::.!..!, 6,:.,3:.,::0~.::,l::.6 

15. Ta"x payments made in the current year , • • , , , , , , • , , • • , , • • • • , • • • , • • • , , , • • • • , , • • ... 15. ------=-1.:::.6,.;, 6,:.:3:.,:0:.,,.::,1.:::.6 

Withholding Tax 
16. Gross Michigan payroll and other taxable compensation for the year , • , •••••• , • , ti> 1s. ----------
17. Number of W-2, 1099, and/or 4118 forms enclosed •••• , ••• , , • , ••• , 17, ----------

1 s. Total Michigan income tax wlthheld per W-2, 1099 and 4119 forms .••• , ••••• , • , • , • l>-1 s. ----------

f·s. 'total Michigan Income tax withholding paid during current tax year • • • • • • • • • • • • • , • • • • • • • fl,, 19. ----------
.•. :,: 

Stitrimary 
20;:, T.i>fa! salas. use and withholding taxes due. Add lines 12A, 126, 14b and 18 , 

21. Total sales, use and withholding taxes paid. Add lines 13A, 13B, 15 and 19 
22, If.line 21 is greater than line 20, enter overpayment , , , , , , •• , , • a>- 22. 3 ea, 165. 05 

23; Amount of line 22 to be credited to your account. 

···.We will notify you when your credit is verified and avallable • • • • ••••• , ~ 23. ----------
2i:Amount of llne 22 lo be refunded to you ••• , •••••••••• ,. Jl,,24, 3BB,l6s.os 

20. _____ --:S::.:3::.a,:.,3~4c.e,B.:.. !:;83~ 

21. ______ 4.:.;4.:.;l;:;.':...;S;.:l;.=3;..:.•.;:;8.::.8 

25·, if'llna 21 is lass than llna 20, enter balance due , , , • , • , , • , ••••• , •• , • , , , , , , • , , ••••• , ti,. 25, ----------
26. I~ this return Is flied fate, enter penalty and Interest. (See instructions.} , • , , •• , , , •••••• , • , •••• , , ,._ 26. ----------
27. TOTAL PAYMENT DUE. Add lines 25 and 26. Make check payable 1o "State of Mlchlgan.M • , , , •• , , • , • • • • ... 27. ----------

~tiie. 'rax on items Purchased for Business or Personal Use: Use lines 14 and 15 to report purchases made for use In your business 
&rt~\.'iiems removed from your Inventory for personal or business use. Do not repeat the amounts from Column A, lines 1 • 4 here. 
2~·; -~ 
142s_qA.2.ooo 
~ ~ :.._. .. .. 

. 1 . .:.-: 

TOMRA011330 

l 
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) CONFIDENTIAL 

Form 165, Page 2 Account Name 

TOMRA of North America, Inc. 

Tvoe of Business OwnershiD (check one onM 

~-
' Individual 

':?=, ·1:1usband - Wife 

: Partnership ,__ B Registered Partnership, Agreement Date: 

._:..: Limited Partnership 

..._:__ .!:1!!1lled Llablllty Company 

., ·. ,:..:._ Domestic (Michigan} 

.· • i:.:,_ Professional 
~ ._: Foreign (Non-Michigan) 

·Reason for amending return. Include your acaiunt number[ri'not listed above) in the e)(Jllanalion. 

SE:€ ATTACHMENT 

·,·;. 

0 Michigan Corporation 

B Subchapler S 

Professional 

W Non-Mich. Corporation 

D Subchapter S 

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

) 

Account Number 

ME-0122949 

~

Trust or Estate (Fiduciary) 

Joint Stotk CIUb or Investment GompanJ 

Social Club or Fra1emal O!ganlzation 

Other (Explain) 

I declare under peneffy of perju,y that this retum is 1/Ue and complete to I declare under penalty of pf1,fu,y that this retum Is based 
.'thll-best of my knowledge. an all Information of which I have any knowledge. 

·/a~thorlze Treasury to discuss my return with my preparer. GJ Yes O No P~er's Sjnature, Addrass, Telephone end ID Number 

µ._:,..'_,..· ~~~~---~~~~~~---1~~~~? 
Tl!'~:aY~ror Au1horized Represanlalive Signature KPMG 

I 
LLP 

, • 13-5565207 
l--'-------~--:---,,--:-;-~::--;-------f 

Taxpayer FEIN orSodatsecurily Number Telephone Number One Financial Plaza 
06~1362037 203 447-9738 
~T~.~~~.y~.r~c~,A~u~m~w~~"°"R•=P~==·n~~~Uw~To~,u~.~~-t~D~at~8c;c....~..C.O-'--......C:;.c...~~~-1755 Main Street 

(pwoerJOfflcar/Mamber/Manegar/Par1ner} 

1-~;·~·:-------...,.,-.,---+::-.,.....,.--:-:---:----~---1Hartford, CT 06103 
,~ni ilomo cfCo,pormeOl!leerRosponsiblo lorRetum Telephone Number S 6 0 -2 9? _ 5 5 S S 

... 
B~·Aware of Postal Regulations When Mailing Your Tax Return: The u.s. Post Office calculates postage based on the weight, 

sii1/and thickness of an envelope. Consult with the Post Office before mailing to avoid delays in delivery; items with insufficient postage 

wi!i'be returned lo the sender by the Post Office. 

Mailing Instructions: 
If; flnclosing payment with your Annual Return, mail to: 
MJchigan Department of Treasury 
Department 78172 
P.O. Box 78000 
Detroit, Ml 48278-0172 

If requesting a Credit to your account (amount on line 23} or a Refund (amount on line 24), mail to: 
M,ip~igan Department of Treasury 
P.O. Box 30779 
l;a'nsing, Ml 48909 

Alll~ther Annual Returns without payment, mall to: 
Michigan Department of Treasury 
Lanilng, Ml 48930 · 

· Go to www.michigan.gov/taxes to check your Sales, Use and Withholding 
23 transactions and ask questions about your account on-line. 
1 U25DN 2.000 

TOMRA011331 
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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 

) CONFIDENTIAL 

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 

-
1,944.87 

1,547.05 

1,072.16 

1,505.17 

1,637.52 

938.12 

$ 

$ 

$ 

$ 

$ 

$ 

$ 
$ 
$ 

$ 

$ 

$ 

Total Tax 
Originally 
Remitted 

22,124.16 

36,581.60 

sa: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 

$ 1,1n.4s 

$ 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 

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 

Total Refund Due: $388,165.05 

TOMRA011332 



Koutroumanis Affidavit

103b

R
E

C
E

IV
E

D
 by M

SC
 7/17/2019 4:29:14 PM

CONFIDENTIAL ) 

ORIGINAL 

Michigan Oept. al TreBBUIYo 165. (Rey, 7-0S) 

Annual Return for Sales, Use and Withholding Taxes 

'1;·( .. : 
.",: L 

P/Ke l..llbe/ From Your Coupe" Boak Ima or S,,,,,, TOJ/PIIYflf' HIima 

ort71l ti- ~/: A)o fl./.li ""'1<.ru:.o, 1 ..::z;; c. . 
..!1- ~t-rr-+<-'J)~"'~ J'~,J..c.:. 7/Q 

' 
,r.::~=~=-:=o=;=,-,~-r-o!-a= ___ ___,, :~aF~~:u:~. 

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

! .... : .. A. Use Tax: Sales & Rentals B. SalesTax 
•. r , 

6% 4% 6% 4% 

use Tax on Hems Purchased for Business or Personal Use (see back)"' 
14. Enteryourpurchases taxable at the 6% rate ............................................ ~ 14a. ol-'Sa2.,, ?i2. '-4 67 x • o 6"' 14b. l,~16 q I ~ 
15. Tax payments made in the current year.................................................................................................................. ~ 15. /S, /{, :2 I Ya i 

Withholding Tax 
18. Gross Michigan payroll and other taxable compensation for the year................................................................... ., 1&,----..!..--
ri. NumberofW.2s, 1099s, and/or Ml-NRK1s enclosetf .............................. 17. _______ _ 
18. Total Michigan income 1ax withheld per W-2s, 1099& and MI-NR-K1s .................................................................. > 18.----...--
19. Total Michigan income tax withholding paid during cu11ent 1ax year...................................................................... > 19 _____ ....__ 

Summary 
20. Talal safes, use and withholding taxes due. Add lines 12A and B (both rate columns), 14b and 16 .................. .. 
21. Total sales, use and withholding taxes pa1d. Add lines 13A and B (both rate columns), 15 end 19 ................... .. 
22. ffline21 lsgreaterthanffne20, enteroverpayment .............................. 1> 22. ../" j 
23. Amount of line 2210 be credited to your account I 

we wlfl notify you when your credit Is verified and aval1able ................. i, 23. _. 
24. Amount of1fne 22 to be refunded to you ................................................... i, 24. 
·2o. ff line 21 is less than lrne 20, enter balance due ................................................................................................... . 
26. If th1s return is filed late, enter penally and interest (See instructions.) ............................................................... . 
27. TOTAL. PAYMENT DUE. Add lines 25 and 26. Make check payable to "State of Mlehlgan." ........................... , .. ,n 

> 26.,-----.-­
~ 28.,----...;--
~ 27, ____ ...__ 

ww11.micfli9an.9ov!treasury 
camp/etB and sign the back of this rotum. 

TOMRA011333 
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.,;, ... · 

\ 
J CONFIDENTIAL 

ORIGINAL 

1BS, Page2 

!Yee of Business OWrtarshlp {check one only) 

0 JndMdual O Michigan Corporation 
0 Husband • \Mfe O Subchapter s 
0 Parmerahlp -·----· 0 Ptofesslonsl 

0 Regl&fered Partnerah/p, Agreement Date: L___j 
0 Llmlled Partnerah!P )21 Non-Mich. Corporation 

0 Subchapter S 

0 Umlfed Usblll!y Company 
0 Domestic (Michigan) 
0 Profes&lonal 
0 Forelgn (Non-Mk:hlgan) 

Signature {you are required to complete afl infonnatlon nJquest&d below) 

) 

D Trust or Esta!& (Flduclaly) 
0 Joint Stock Club°' Investment Company 
0 SoeiaJ Club or Frtitemal Qrgan!zatJon 

Dr!'!.c©cPla1n1 -·-··-·-···-·· 

...__ ____________ J 

1 ci&c/Sre un®r penalty of pa,Jury fhflt tflls return is fllle end comple/9 to 

the best of my Frnowfedge. 

I ~ars und9r pt1t1alty of plJfjury that Ihm return Is based 
on Bil lnt'olmatlon of which I /18'18 any l!nowltKJge. 

y ratum with my preparer. Oves 0No P.repalDl'a Sl911111ure, Addrms, Phone sod ID Numb!ir 

TS)(p&ysr'• Soda/ Se.:urtty Number 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: 
MM, m; Michigan Department ofTreasury 

Departrnenf 78172 
P.O. Box7BOOO 
Detroit, Ml 48.278-0172 

If you are IJm enclostng payment: 
.fMILIOi Michigan Oepartme11t ofTreaeury 

Lansing, Ml 48930 

"Use Tax on Items Purchased tor Business or Personal Use 
use rrnes 14 and 15 to report purchases made for use in your 
business or ror 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 VVithholding transactions and ask questions 
about your account on-line, visit www.mlchigan.gov/bustax 

TOMRA011334 
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·, 
) CONFIDENTIAL 

l'iiichlgan Department ofTreasury 
165 (Rav OB-10) 
Annual Return for Sales, Use and Withholdina Taxes 
Taxpayer Name Account Number 

TOMRA of North Ame,;ica, Inc. ME-0122949 

One Corporate Drive, Suite 710 
Return Year I Date Due 

Shelton, CT 05484 2006 

f:ile this return by February 28. Do not use this form to replace a monthly or quarterly return. 

Check box If this rs an 
amended return. 
rx1 Amended Return 
Amendment Dale 

12/7/2011 

A. Use Tax· Sales & Rentals B SalnTax 
Sales and Use Tax 6% 6% 
1. Gross sales {fncludlng safes by out-of-slate 

vendors subject to use tax) , • , , , , , • • • • • , • • , 
2. ,Rentals of tanglbfe property and accommodations. , , , , 

3:'Te[ecommunications services, , • • , • • • , , , , 

4·, Add lines 1, 2, end 3, , , • , • , , • , • , , , 

. ·ALLOWABLE DEDUCTIONS 
5a:· Resafe. , , , • • , , , , , • , • • • , • • • • 

b.'. ·lridus!riar processing or agricultural producing •••• 

q: '·rn.terstate commerce •••• , • , , • , , • , •• , ••• 

'o: E;xempt services • • • • • • • • • • • • • • • • • • • • • 

1. 

2. 

3. 

4. 

5 a. 
b. 
c. 

• •• d 
e. 
f, 

e,. Safes on which tax was paid to Secretary of Stale • , • . • 

f,: fo.od for human/home consumpllon • • • , , , • , • • , 

g
1
i:B~d debts , • , • • • • • • • • • , • , •• , • • • • • • • • • • • • • • • • • • •• g 

.-. I, 

ll~.'Mlchigan motor fuel or diesel fuel tax ••• , , • , , , • , ••••••••••• , • , • • • • •• h 

i. ''other - lclentify: • • • • . • • • • • • • • • . • • • • • • • • • I. 
j. Tax Included in gross sales {line 1) , •••••••••••••••••• , , , , , ••••• , • 1 
k. Total allowable deductions. Add lines 5a - 5j ••• , • , , , • , , , , , , , , •• , , , • , , •• k 

6. Taxable. balance. Subtract line 5k from line 4 , • • • • • • • • • • , • , • • , • , • • • • • • , • 8 

7;:;i-ax Rate •• , • , , , •• , •• , • • , , ••• , • , • , , ••••• , • • • , • • • • 7 
8, Gross tax due, Multiply line 6 by line 7 • • • • • • • • • • • • • • • • • , , • • • • • • , • , , • 8 

9. Tax collected in excess offfne 8 • , , , , •• , , , •• , •••• , • , ••••• , , •••• , , 9 

10. Add lines Band 9 •• , • , •• , , , , , , •• , , • , , , , •• , • , , , •••• , •• , •• 10. 
11, TOTAL discount allowed (see Instructions) ••• , ••• , • , ••• , , , , • , , , , , • , , , 11. 

1 ,('total tax due. Subtract line 11from tine 1 O , , , , , • , • , , • • , • • • , • • • • , • 12. 
13. Tax payments in current year (after discounts) •• , • , •••• , •••• , , •• , •• , 13. 

l.ls~ Tax on Items Purchased for Business or Personal Use * 

II> 

·-·-

~ 

Iii--... 
x.06 

II> ... 
Jt,, 

... 

1. 7,231,334.67 

2. 
3, 

4. jlr. 7 231 334.67 

Sa. 

b. 6 672 301.17 

c. 
d. 
e. 
f. II> 
g . 

h. 
i. 
j. 

k. II> 6 672 301.17 

6. ... 559 033.50 

7. X .06 

8. 1/11,- JJ 542.0l 

9. ... 
10. 33 542.01 

11. ... 
12 . 33,542.01 

13. II>- 433,880.08 

1 t Enter your taxable purchases • • • , • • 
15i Tax payments made in the current year • 

, , • , ... 14a _____ ~7!::2::.3,._,8::.0::.:8::..·:..:S=O X.06 = 14b. ______ .:;43::_,,:..;4:.:2:.:8:..:·.::5.::.l 

• , , , , , , . , , , , »--15. -------"4.::c3.._,.:;42:c;B:c.;•:..:S:.:.1 

Withholding Tax 
f6. Gross Michigan payroll and other taxable cumpensaffon for the year • • . •• , •• ... 16, ---------
1'1.:.Number of W-2, 1099, and/or 4119 forms enclosed , , ••• , • • • , • , , 17. ----------
1i Total Michigan income tax withheld per W-2, 1099 and 4119 forms • • • • • , ••••••• , •• , , • • • ..,._ 18, ----------

1·s:Totill Michigan income tax withholding paid during current tax year • • • • • • • • • • • , , • , •••• , .... 19. ---------­
_:":- : . 
summary 
20 . .f~tal sales, use and withhofdlng taxes due. Add fines 12A, 12B, 14b and 18 • 

21. Total sales, use and withholding taxes paid. Add lines 13A, 13B, 15 and 19 
22. lfline21 isgrea!erthanline20,enteroverpayment, •• ,.,,, .• , •• , • ,..22, 400,33B.07 

2 3. Amount of line 22 to be credited to your account 

We will notify you when your credit Is verified and available • , ••• , •• , • II>- 23. ----------
24.' Amount oflfne 22 to be refunded to you •••• , •• ,., •• ,. 11>24. 400,338.07 

20. ______ 7:..5::,.,..;9::.;7~0'..,•.:5!:.2 

21. ______ 4=.7:...7'-''C.:3:;.:0:..::8c::•.::c5.:::.9 

25.it line 21 is less than line 20, enter balance d\Je • , • • • , , • • , • • , , , • • • • , • • • , • • • • • , , • , , • II>-- 25. ----------
26:. J\'-\his return Is tired late, enter penalty end interest. (See instructions.) , • • • • , , • • , • • • • • , , • • , , • • • ... 26. ----------
21.' tdTAL PAYMENT DUE. Add lines 25 and 26. Make check payable to "State of Michigan." , ••••• , , • , , , , , Iii> 27. ----------

•us~ tax on ftem" Purchased for Business or Personal Use: Use lines 14 and 15 to report purch8118S made for use in your business 
ot for iiems removed from your inventory for personal or business use. Do not repeat the amounts from Column A. lines 1 • 4 here. 

23 
1U260A 2.000 ., .... 
:" r:, 

.i.. . . :.• . 

. ~. 

TOMRA011336 

I 
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·, 
CONFIDENTIAL ) 

,•:,,; 

Forni 165, Paga 2 Account Name 

TOMRA of North America, Inc. 

Tvt>e of Business Ownership ( check one onM 

'7: ·Individual 0 Michigan Corporation 
I-

~ .Husband - Wife a Subchapter S 

.2,_. Partnership Professional , ':. 8 Registered Partnership, Agreement Date: 

·,·i ·' Limited Partnership W Non-Mich. Corporation tJ limited Liability Company · ... ,, § "'""''" '"''"'"' 0 Subchapter S 

. ·: , Professional 
Foreign (Non-Michigan) 

Reason for amending return. Include your account number(lfnot Usted above) In Uie explans!lon, 

SEE ATTACHMENT 

" .. 
,•. 

•,,.; 

•' 

·s·1gnature (you are required to complete all information requested below) 

Account Number 

ME-0122949 

~r""' ~-''""""'' Jl)jnl Stock Club or lnveslm8f!l Company 

Social Club or Fraternal Organlzalioo 
Other (Explain) 

Nftfclare under penally of perjury that this re/um is true and complete to I declare under p1ma/fy of p111jury that this return is based 

't~e. best of my knowledge. on ail information of which I have any knowledge. 

I authorize Treasury to discuss my return with my preparer. GJ Yes 0No Prepam(s Signature, Address, Telephone and ID I\Almber 

.. ~~wwnr To/<riayer or Aul!Jonzed Representative Signature 

_.,!/:·: KPMG, LLP 
~-· ; 

·, 13-5565207 
, "faxpayer ·FEIN or Socia! Securtly Number Telephone Number 

Financial Plaza 
~.~:.rbe2037 203 447-9738 

One 
l"A>qfayor or Autltorlzsd Rapn,sonlalivo Till• Date 755 Main Street 
{Ownor/Offfoer/M~mbar/Mnn&gor/Partt1er} .. 

' Hartford, CT 06103 
Print Nnme of Corr,orzte omcer Responsllls tor Return Telephone Number 

860-297-5555 

Be ·Aware of Postal Regulations When Mailing Your Tax Return: The U.S. Post Office calculates postage based on !he weight, 
size and thickness of an envelope. Consult with the Post Office before malling to avoid delays In delivery; items with insufficient postage 
w.ilf '.be returned to the sender by the Post OfflCB • 

. •. 

Mailing Instructions: 
ff ehclosing payment with your Annual Return, mall to: 
Michigan Department of Treasury 
Department 78172 
P .. o. Box78000 
De_trolt, Ml 48278-0172 

lf,~13.~uesting a Credit to your account (amount on fine 23) or a Refund (amount on line 24), mail to: 
Mii.:hisan Department of Treasury 
P:O. Box 30779 · 
Lar:ising, Ml 48909 

All: other Annual Returns without payment, mail to: 
rv,)ctilg?n Department of Treasury 
lMslng, Ml 48930 
·,. :, · Go to www.michigan.gov/taxes fo check your Sales, Use and Withholding 
~3' · transactions and ask questions about your account on-line . 

• 1Qlt~ON 2,000 
··.:·:1 

TOMRA011337 
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Month 
January 

February 

March 

April 
May 
June 
July 
August 

September 

October 

November 
December 

$ 
$ 

$ 

$ 

$ 

$ 

$ 

$ 
$ 

$ 

$ 

$ 

Sales Tax 
Orlglnally 
Remitted 

33,542.01 

9,988.59 
22,152.18 

25,666.33 

18,148.30 

12,493.85 

92,746.02 

48,803.94 

31,992.34 

43,163.80 

53,895.80 

41,288.92 

CONFIDENTIAL 

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 
Orlglnally 
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 

ArnountDue 
Per Amended 

Retum 
$ 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 

Refund Due 

$ -
$ 9,988.59 

$ 22,152.18 

$ 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 

Total Refund Due: $400,338.07 

TOMRA011338 
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CONFIDENTIAL 

ORIGINAL 

M!chl'ij8ll Dept ot Treaoull', 165, ~. 7.o,q) 

Annual Return for Sales, Use and Withholding Taxes 
,.,_Lllbflnm y,,u,Coupon Boo/<Ht,/¥1 or Enter~~ l,-:A=,-,-t.rlt.,...,..,Nu.,-,ml:er,------------
-,,,;,m~11- a+- /1.)-,t-J.I, ~&-';_ ::::i=ic:..- ,ne; -01?).r~'f'.9 
,.1. ~rp,;i""'-~ -,riv''-", Su, k. 7,a RlllumYear baliioue 
.5'-1/...""I , • .,- 0 ¢(0()"' L...;....;;...::.....;:,:.... _ __. ________ ...: 

File this return 
by February 28 • 

Do not use this form to replace a monthly or ,11uarterJy retum. 
--r-OMlt4- r,,?,,~~.,,'1 v A .. Use Tax: les & Renlafs B. ales 1l3x 

6% 4% 6% 4% 

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

vondors subject to use tax) ................................. M... 1. ----.;.---i----4---1 

2. Rentals af tangible property and accommodations 2. ----!----l----L---1 
3. Communication services ........................................ 3. ----'----1----1.---1 
4. Add Unes 1, 2 and 3 ................................................. 4 . .:...~..;.· ·---i----+-'----+---1 

AU.OWASLE DEDI.JC110NS 
5a. Resale ..................................................................... 5a. ----i----1----+--1Sa.1----t---i-----l--
b. lndualrfal processing or agricultural producing...... b. b.1-------1---1-----l--
c. fnteratate commerce ............................................... c. -----1---li--------
d. Exempt servlc;es ....... ...... ...... ................................... d. 
e. Sales on which tax was paid to Secretary of State .. e. 
f. Food for human/home consumption ...................... f. -•-------1---------
g. Bad debts ............................................................... . 
h. Michigan motor fuel or diesel fuel tax .................... .. 

i. Other. Identify:----------
j. Tax included In gross sales (line 1) ...................... .. 
k. Total alJowable deduc!Jons. Add llnas 5a - 5J ......... . 
&. Taxable balance. Subtract line 5k from line 4 ........ .. 
7. Tax Rate ................................................................. .. 
8. Gross tax due. Multiply line 6 by line 7 ..................... I> 
9. Tax collected in excess of. line 8 ..................... ,........ a . .. •------i-:.._ ____ --1 

10. Add Jines 8 and 9 ..................................................... 10. ----.----i.--..-c...---.._; 
11. TOTAL dlacountallowed (Bfle lnatrucflons) .......... 11 .... •----;...--l-'->----.---i 
12. Total mx due. Subtract line 11 from llne 10 .............. 12. ----J-.--t---_!.--l 
13. Tax payments in current year (after discounts)........ 13 . .:.•:.;.· , ___ ..1-._i.:~----'--...J 

.:.: Use Tax on Items Purchased for Business or Pemonal Use (sea back)* 
.. :,,;',' 14. Enteryourpurchasestaxableatthe6%rate ............................ -................ 14a. 7~::I1Zor. !ls> X .06• 14b. ':f?f~$1 :r:, 

15. Tax payments made in the current year ....................................................... -......................................................... ,. 16. fi1
&".tB1 ,1-1 

.c::: Withholding Tax 
1&. Gross Michigan payroll and other taxable compensation fur the year................................................................... " 16.----'---
17. Number cf 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, uae and withholding taxe& due. Add lines 12A and B (both rate columns), 14b and 18 .................. .. 
21. Total sales, use and withholding taxes paid. Add lines 13.A and B (both rate columns), 15 and 19 .................... . 
22. lfllne21 lsgreaterthanflne20,entercverpayment. ............................. " 22. 0 I 
23, Amount of line 22 to be credited to your acx:ounL I 

WewlllnoUfy ycuwhen yourcrecfrt ls verified and avaflabla ................. I> 23. (.) 
24. Amountoflina22tobere!i.mdedtoycu ................................................... l> 24. O 
26. If line .21 Is less than line 20, enter balance due ................................................................................................. .. 
2&. If this return is filed late, enter penalty and interest. (See instructions.) .............................................................. .. 
?J. TOTAL PAYMENT DUE. Add line& 25 and 26. Make checks payable to "State of Michigan." ................................ .. 

20. !(2 7, ?o&l.£'2 
21. i./21, ?c;flq 

•26 .. ----~-
> 2B .. ----...... -> 27 _____ ..,__ 

;~·.·ww.michi;1an.9avttreasury 
Complete and sign the baclc of this retum. 

TOMRA011339 
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) CONFIDENTIAL 

ORIGINAL 

165, Pag,,2 

Type of Business Ownership (check one only} 

0 lndMdt.1111 0 M!chlgan Corporalion 
0 Hllllba!ld • Wife D SubcllaplerS 

0 Tnllt or Estate (FldUciary) 

0 Partnen;hlp D Profllsaional 
0 Joint S!oelc ClJb or lnveatmant Company 
D Social Club or Fraternal 01"9anlzatfon 

0 Reglaterad Partnerahlp, Agreement Date:! l 0 Limited partnen;hlp ,_ __ __. [iNon-Mlch. Corporation 

D Subchapter s 
D Limited Usbfflly company 

D Oomelltfo(Mlchlgan) 
D Professional 
D Foreign (Non·Miehlgen) 

Signature (you are ruquifl!d to complete all infonnation requested below) 

I declero undBr penEJify of perjury that this mtum Is true and complete to 

Iha bast of my knowledge. 

I clecf81'$ under penalty of perjury that this re/Um is based 
on BIi infomlab'cn otwtlJcll J h~va any knaw/edga. 

Pn:ipare(e Slgna1urv, Add,ess, l'hona and 10 Number 

If you are enclosing payment with your return: 
MAIL TO: Michigan Department of Treasury 

Department78172 
P.O. Box 78000 
Detroit, Ml 48278·0172 

Jfyou 111'9 mrt enclosing payment: 

MAIL T..Qi. Michigan DepartmentofTreasury 
Lansing, Ml 48930 

"t.lso Tax on Items purchased for Bualneu or PenJOna/ Use 
Use Jines 14 and 15 to report purchases made for use In your 
busioeBB or for Items removed from your Inventory for personal use. 
Do not rep!»lt Ille 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 the Treasury Web site ... 

www.mlchlgan.gov/treaaury 
Click on the Business Seff Service button and follow the instructions. 

TOMRA011340 
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) CONFIDENTIAL 

M!chlgan Department ofTreawry 
1lis {Rev 08-10) 
Annual Return for Sales, Use and Withholdina Taxes 

Taxpayer Name Account Number 

TOMRA of North America, Inc. ME·Ol22949 

One Corporate Drive, suite 710 
Return Year I Dale Due 

Shelton, CT 064B4 2007 

J=lle this return by February 28. Do not use this form to replace a monthly or quarterly return. 

Check box If this Is an 
amended retum rx,· Amended. Return 
Amendment Date 

l2/7/20ll 

A. Use Tax: Sales & Rentals B Sales Tax 

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

. . ,vendors subject lo use tax) • • • , • • • • • • • • , , • • • • , • 

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

q; Tal~ommunicatlons services. • • • • • , • , • • • • • • • • • • 

4; .. Add lines 1, 2, and 3. • • • • • • • • • • • , . • • . . • • • • • . . . • 

~LLOWABI.E DEDUCTIONS 

1. 

2. 
3. 
4. 

5a. Resale. , • • • • • • • • • • • • • • • • • • • • • . • • , • • • • • • • • • • • , • • • • 5 a. 

b .. Industrial processing or agricultural producing • , • • • , ••••• , ••••••••• , , , , , b. 

c .• l,:i!erstate commerce. • •••••• , •••••••••••••••••••• 

d:·. Exempt sen,tces • • • • • • • • • • • • • • • • , , • • • • • • • • • 

e. Safes on which tax was paid lo Secretary of state , • • • • • • • • , • • • • • 

c. 
• ••••••• d 

• • • ••• • •• e 
f. ff Food for h uma111home consumption • • • • • • • • • • • • • • • • • • • • • 

~.' Bad debts • • • • • • • , • • , • • • • • , • • • • . • • • • • • • • • • • • • • , • • • • • • • g 

a,,. 

... 
b:~: Michigan motor fuel or dieselfuel wx. . . . . • • . . . . . . • . . . • . . . . . • . . . . . . . h . . 

I:: · Olher - Identify; • • • • • • • • , , • • • • • • • • • • • • , • • I. 

.... f: :rax included in gross sales (line 1) • • • • • • • • • • • • •••••••.•••••••••• , •• 1 

t ,Total allowable deductions. Add lines 5a • Sj • • • • • • , • , • • • • • • • • , • • • • • • • • • k 

s':.' Taxabla balance. Subtract line 5k from line 4 • • • • , • • • • • • • • • • • • • • • • • • • • • • 6 .·II>-

7:l'f"wRate , ••• , •••• , , • , , , , • , •••• , , ••••• , •••••••••••••• 7 
a: .. Gross tax due. Multiply line 6 by line 7 •••••••••••••••••••• , .••••••••• 8 

9. Tax collected in excess of fine a , • • . , • • , , • . , . , • . • • . . . • . . • . • • • • • . • 9 

10. Add lines a and 9 •• ,' •••••••• , , • , ••••••••••••••.•• , ••.••• 10. 
11. TOTAL discount allowed (see fnstructlons) •••• , ••••••••••••• , ••••••• , 11. 

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

Os~ Tax on Items Purchased for Business or Personal Use " 

.... 
II>-

... 

"" 

6"A, 

x.06 

6% 

1. 9,799,366'.67 

2 . .. , 

3. ' . 

4. ... g ?59 366 67 

Sa. 
b. 9,091,739.00 

C. 

d. 
e. 

f. Po 
g. 

h • 

I. 
j. 

k. ... 9 091.739.0C 

8. ... 707 627.67 

7 • x.06 

8. ... .4?.457.66 

9. .... 
10. 42 457.66 

11. ... 
12. 42,457.66 

13. ... 587,961.99 

14.: Eriier your taxable purchases • • • • • • • • • • • • • • • • • • • • • ~ 14a. ------=-8.:.3.:..7.!..:, 3:.:5:.:2:..·:..:o=o x .06 = 14 b. ______ .:.s.:.oL:, 2:..4,_,1:..:·::.l=.2 

15{:Pbic'payments made in the current year • , •••• , •• , , • , • , • • • • • • • • ••• , ••••• , • Ill> 1s. ______ .:::s.;(.o..;,2::;4;.,l:.:·.::1~2 

Withholding Tax 
16. Gross Michigan payroll and other taxable compensation for the year • • •••••• , >-1a. ---------
11)1µmber of W-2, 1099, and/or 4119 fonns enclosed • • • • • • • • • • • • 17. ----------
1 i!/fotal Michigan income tax withheld per W·2, 1099 and 4119 form'il • • • • • • , • • • • • • Ii> 1 a. ----------
1'.9. Total Michigan income tax withholding paid during currant lax year ••••• , ••••••••••••••••• , , II>- 111. ----------

siimmary 
21>:'frtilal sales, use and withholding taxes due. Add fines 12A, 128, 14b and 16 • 
2'1, Tolai sales, use and withholding taxes paid. Add lines 13A, 138, 15 end 19 
t2: itlina 21 Is greater than line 20, enter overpayment • • • • • ... • • • • • • • ,,.. 22. -------'5_4~5~'=5~0..;;.4.:..:. 3=3 

a'3. )\mount of line 22 to ba credited to your account. 

\·~w~will notify you when your credit Is verified and avaUable • , • , • , •••• • 23. 
i,Q~in·ount of line 22 to be refunded lo yau ••• , •••••••• , • • • • • • Ill- 24. ------5-4-5-, 5-0-4-.-3-3 

20. ______ .::.9.::.2.!..:, 6e.,9:..,B:..;.'-'1.:,_B 

21. _____ _:c6.:.3:::.8 !..:' 2:.:0:..::3:..:,.:::.l.:;..1 

2tJt line 21 is less than line 20, enter balance due.. • • • • • ••••••••• , • • • • • • • • •••• , , .... 25. ----------

28. iflhls return is filed late, enter penalty and Interest. (See Instructions.) •••••••••••• , , ••••• , , • • • 1111- 26. ----------

27 •. TOTAL PAYMENT DUE. Add lines 25 and 26. Maka check payable to "State of Michigan.• , ••• , ••• , , •• , • It> 27. ----------

;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 or business use. Do not repeat the amounts from Column A, lines 1 - 4 here. 

1lJ250A 2,000 
=:..tj;,., 

TOMRA011342 

I 
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CONFIDENTIAL 

Form.}61$, Paga 2 Account Nama 

TOMRA of North America, Inc. 

Account Number 

ME-0122949 

Type of Business Ownership (check one onM 

i=r.-· ' D Michigan Corporation ~: .individual ~1'o,toc ""'" (F-) 
',:, :Husband. Wife B Subchapter S Joint StOCk Club or !n"3Stmenl Company 

.,.. :t;rtrimship Professional Social Club or Fra!emal Organlzallon 

7= 8 Registered Partnership, Agreement Date: Other (Explain) 

~ ". · Limited Partnership 
W Non·Mlch. Corporation ',· · 'Lilniled Liability Company 'r·§ DomfiUo (Mlohl ... ) 0 SubchapterS 

, · Professional 
· · Foreign (Non-Michigan) 

Reason for amending return. Include your accoun1 number (If not If sled above) In the explans11on. 

SEB ATTACHMENT 

' 

', 

1 

,.1 ;, . 

Signature (you are required to complete all information requested below} 
' ' 

(declare under penalty of petjury that this re/um is true and complete to I declare under ,wnalty of perjury /hat this rofurn is based 

't1w bes/ of my knowledge. on all infonnation of which I have any knowledge. 

Preparers Signature, Address, Telephone and ID Number : 1.;~t.horize Treasury to diGCUSS my return with my preparer. GJ Yes 0No 
~~ . T,aif?~Yf'' or AUtllor1Zed Representative Signature 

' . KPMG, LLP ... 
-~' . •. 

' ' 13-5565207 
'.TaJ!p.ayer FEIN or Social Securtly Number Telephone Number 

i}li:~l·3.'62037 203 447-9738 One Financial Plaza 
Tlll<~ayer or Authcrizod Ropresentauvs 'Jlth> 

.. (~·er/Otncer/Mombor/Man•s er/P1nnor) 
Dale 755 Main Street 

Print Name of corporate Oflicor Re.,pansiblo ror Rotum Telephone Number Hartford, CT D.6103 

860-297-5555 

Be Aware of Postal Regulatlons When Mailing Your Tax Return: The u.s. Post Office calculates postage based on the weight, 
si?e and thickness of an envelope. Consult with the Post Office before malling lo avoid delays In delivery; Items with insufficient postage 

will· be returned to the sender by the Post Office. 

Mailing Instructions: 
If ·enclosing payment with your Annual Return, mail to: 
Michigan Department of Treasury 
Department 76172 
P.O. Box 78000 
Detroit, Ml 48278-0172 
:::.;,:f' 

If,''rfiquesting a Credit to your account (amount on line 23} or a Refund (amount on line 24), mall to: 
fv11efi/gan Department of Treasury 
P ,0. Box 30779 
L;~TJ~ing, Ml 48909 

Afl:other Annual Returns without payment, mail to: 
Michf!tan Department of Treasury 
\ari,~lng, Ml 48930 
' ' Go to www.michfgan.gov/taxes to check your Sales, Use and Withholding 

transactions and ask questions about your account on-line. 

TOMRA011343 
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Month 
January 

February 

March 

April 

May 

June 

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 

CONFIDENTIAL 

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 

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 

Total Refund Due: $545,504.34 

TOMRA011344 
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: ~.: •'. 

CONFIDENTIAL 

ORIGINAL 

· .• ·-:;~l~hlgan Dep!.ofTreasury 
' ' ~ }ao (Rev. B·OB) Please print yaur numbers like thls. l/111 bfue or black Ink, I 2 3 l.f 5 6 7 8 CJ O 

: ;Combined RETURN 
'.:J~r,.Michigan Taxes 
.. ;tfl/lf.thfl l'Blum BVl1n If flO tax /$ due. 
· . :ib11 Form 163 lor addr,ss changes. ,,· 

~,;.~1 
-. ··._Nuriiber ME-0122949 

• 
O!flceUsa 

22 

SaleaTax 01 

SalesT.ix 
Discount 02 

Use Tax* 
(~lltlls)03 

-·Return Peri Due Date 
JANUARY 2007 FEB 20, 2007 Use Tax _______ ..._ ____ __, D!acount 04 

Use Tax 
{Pusmasesf O 5 -~-~---....,,..,~-----1 

:ompany mo 
TOMRA OF NORTH AMERICA INC 

Mchfgan 
~~~.([£:.~:...,-.. ........ ..L,-.-i=,Ec==:,~!o.--l Wllhholding 06 

i ~ ., 0 o ie, 
I "' Q , 

1i 77 7 I &' 

f::f£ut,J.:.,~~c.::::;::'.:i:...:.D.~..!!-.~!!.l • These are nol a,ubtolal lines. 

SST 
Es-!imatas 

Voucher 
Payment• 

Penally& 
Interest 

• 
Maka check payable to: "State of Michigan" Total Pa-nt 
and lncluda your IIGCOlfflt number on your , .... 
Chilek. 

07 

98 

99 

97 RESERVED 
' 

91 RESERVED 

97 RESERVED 

.... 22 2 000122~~9 9 0701 8 2 

,}J .... • 

-): . ...: 
·;.• 

!. 

-~ 

TOMRA011345 
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'!(l (flev. 8-<16) 

:!ombined RETURN 
br Michigan Taxes 
:11a th!• ralllm even If no tax Is due. 
/~ Form 183 tor address Manges. .. 
· 1;1C(l01Jnt 
°'umber 
'letum Period 

ME-0122949 

Due Date 

• 
Office Use 

22 

·.FEBRUARY 2007 MAR20,2007 

-...:,: . 

. ·~· .. ), . ' 
'':.· . ·. 
·;~-: 

CONFIDENTIAL 
') 

ORIGINAL 

Pleasaprfntyaurnumben;llkethls. Usebtur1orblackfnk. I 2 3 4 5 6 7 8 CJ 0 

Sales Tax 01 ~ SBT 0 8' '8 0 Z- 'Z-- Esfimatas ' . 07 

Sales Tax Voucher 
Discount 02 Payment" 98 
Use ,ax• Penalty& 
(~ert1als) 03 I 

I °( I l/. lfO Interest 99 

Use Tax 
Discount 04 97 RESEAVSD 

Use Tax 
(Plmlases) 05 97 RESERVED 
Mlcfig 
~lhlfu~ng 06 97 RESERVED 

• These are not subtotal Jines. • 
Make check !)a'Jabfe to: "S1atn of Michigan" 
and Include your aceount numbur on your Total Payment 
check. 

22 2 000122~~~ 9 0702 5 2 

TOMRA011346 
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-I 
0 
~ 

~ ...... 
...... 
c.,:) 
..i:,.. 
-...J 

. --~·(=~. ~~/ ORlGINAL 
,. 

.'·t ... 

Mfchfgllll Oapt, of Tolasury 
100 (Rev. 8-00} 

Combined RETURN • for Michigan Truces 
File Ibis retura avsn if na tax Is d1:1e. 
Use Farm 16S tar add18$S chaag,s. 

Ao::cunt 
Olflce!Jse 

Number ME-0122949 22 
Aetum Doooate 

MARCH 2007 APR20,2007 

Pleasil print yuur numbm like this. Use blue or black ink. I -2 3 lf 5 6 7 8 GJ 0 

i./ I , 9 7 l./. f Ca 
SBT 

Sales Tax. 01 Estimates 

Sales Tax Voucher 
Discount 02 Payment• 

Use tax• Penally & 
(S.11es/i!entl!J 03 l,'f<:t 3'.r/ Interest 

Use Tax 
Discount 04 

Use Tax 
{Pun::has~t os 

,;,, 
Michigan 
Wi1htiolding .06 

• These are not subtotal lin&S. • 
Make check payable to: ustatc of Michigan" Total Payment 
and Include your aecouni number on your 
check. 

07 

98 

99 

97 RESERVED 

97 RESERVED 

97 RESERVED 

i./.s l/ '?.1 . 3 7 
22 2 0001229~9 ~ 0?03 2 2 

._,.,i 

() 
0 z 
-n 
0 
m z 
-I 
)> 
r 
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) CONFIDENTIAL 

. chli>~ Oept. of Treaaury 
o (Rev. 8-08) 

ORIGINAL 
Please print your numbws like th{$. Use blue or bhn:k Ink. I 2 3 Y. 5 6 7 8 ct 0 

:omblned RETURN • 
>r Michigan Taxes Saras Tax 01 

la thlN mtum even If 110 tu is duo. Sales Tax 
;.;•a..;.· n.:..orm~1:....83.:..to_r_a_ddi_f'lll6 __ ch_al1J1U-"--· __,..,,,,,.__,.,.__, Discount 02 

Office Use 

-~~ .... :.r_,,, ....... _M_e_-0_122 ...... 9~4~9-::-~-22_-I ~) 03 
lletum Penod Due Date 
:· APRIL 2007 MAY 20, 2007 Use Tax _______ ..__ ____ ...J Discount 04. 

.ompany ams 
TOMRA OF NORTH AMERICA INC 

=c::x:"><!::==-----;;;;:---:--;---i 

Use Tax 
(Purdla$as) 0 5 

Michigan 
;..,U.~=~~:..,.,..,--.-,..,L-,=l,,-,-l:,__--1 Wllhhokllng 06 

3i :.110 97 

* These are not subtotal fines. 

SST 
Estimates 07 
Voucher 
Payment* 99 

Penalty& 
Interest 99 

97 RESERVED 

97 RESERVED 

97 RESERVED 

• !all To: Michigan Dept. 'bf ~easory 
Dem. nooa 
Delrolt, Ml 48277-0000 Make check payable to: "Slaw of Michigan" Total Payment 

and Include your account number on your 
chedt. 

22 2 000122949 9 0704 9 2 

... 
t .. 

'• 
r 

v,. 
r, .· . 

. , ...... 

TOMRA011348 
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) CONFIDENTIAL 

ORIGINAL 

ian Dspt. otTrae.surv 
~-8-06) Plesse print your numbers Ilka this. Use blue or black Ink. I 2 3 4 S 6 7 8 c::i O 

roblned RETURN 9 Sales Tax 
01 Michigan Taxes 

thi11 retvm sven H no tax/$ dua. Sales Tax 
Fann 163 for Hdrt188 chsngss. Discount 02 :.:::.:~::..:.:::...::::.:.:=.::::::;;~,;.._.,..o""m::-1c-=e u..,..se-, 
ount 
~ ME-0122949 22 

Us&Tax* 
{Sam'Renlals) 0 3 

Jrri P od Due D.lte Use Tax 
l~Y:: 2007 Jl,;JN 20, 2007. Discount 04 
::1pa~.rr,:::::;;::ma;:::::::::::::~:::::::::::::::::::; UseTax 
'OMRA OF NORTH AMERICA INC (Puldlases) 05 

Mfchigan 
~~~~~1¥::1::=::-v.~t-=-.c-.-'-1 Wilhoolding 06 

* These are nol subtotal lines. ~~~.al!oiz:.L~~=..,__,==--..1 

SBT 
EsfimalsS 
Voucher 
Payment* 

Penalty & 
lnlerest 

• 
Make check payable to; hS!afe of Michigan" Total Payme 
and Include your m:cm,nt number on your nt 
cfleck. 

07 

98 

99 

97 RESERVED 

97 RESERVED 

97 RESERVED 

22 2 000122949 9 0705 6 2 

,·,·} 

,, 
. 1.·· 

TOMRA011349 
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CONFIDENTIAL ) 

ORIGINAL 
1:()rga,, oepl of 1l"enury 
l(!o(Rev. B--06) ' Please print your numbets Ith this, Usa blue or black Ink.. I 2 3 Y. S 6 7 8 Gj 0 

:Ottlblned RETURN 9 
)dJllchlgan Taxes Sales Tax 01 

'Is this ratum sWJn If nu tax ls due. Sales Tax 
Bf! Farm 163 tor atlfirm r:ha11ge1. Discount 02 
~=.:..:.:.:..:..:.-.;..;.--=..;.__-~-,-;:;Offi:;;;:c=a;;Use::::, 

icci!unt ME-0122949 Use Tax"' 
lumber 22 (~s) 03 
!erurn Period Due Date 
JUNE 2007 JUL 20, 2007 

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

,/.'.•;. 

,.._(·~:~ . . , 

·:··.·· 

Use Tax 
Discount 04 

Make check payable to: "State Df Michigan" 
and Include your 11ooount number on your 
cher:k. 

SST 
Estimates 07 
Voucher 
Payment" 98 

Penalty& 
Interest 99 

sn RESERVED 

97 RESERVED 

97 RESERVED 

• 
Total Payment I 3].'-G 

22 2 000122949 9 070b 3 2 

TOMRA011350 
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) CONFIDENTIAL 

ORIGINAL 
lchlga!l Dept, of i!'easury 
10 (A"ev. 8-08) 

:~mblned RETURN • 
~pr!ntyournumbersllfretflis. Useblueorblaclrlnk. I 2 3 4 5 6 7 8 '1 0 

>r Michigan Taxes Sales Tax 01 

'fs this relum 8VtJfl II m, i8X Is dus. Sales Tax 
=-="~:fa.::mt::::....:1:=l13::.:mr:.::..:a:.::.dd.;;:.:.'ftl=:ss:::..:.;ch_'fln-='°':....Bs_.--,-=:-:'Tl:'::"l Discount 02 

Office Use ,c:count 
lumber ME-012.2949 22 
:etum 
-41:JLY 2007 

Olla Oal9 
AUG20,2007 

Userax• 
~)03 

Use Tax 
Discount 04 

Use Tax 
(l'u!dtases) 05 

Mlch!gan 
Wdhholdlng 06 

J~ 

I 

~-
• Th&lltJ are net subtotal llnn. 

ail To: Mlohlgan Dept Qf 'Tj'Basury 
Dept, 77003 

I 

' 

't S" ~ 9 7 
SBT 
Estimates 07 
Voucher 

.3 1 7 I c... Payment• 98 
Penally& 
lmerast 99 

97 RESERVED 
' 

97 RESERVED 

"Ir t2 -e:· ~ i, 
97 RESEFIVEO 

·• 
DetroH, Ml 48277-0003 Make check PIIY&ble to: "Stat& of Mk:hlgan• Total p 

and lncluda your account number on your aymem 
clreck. 

22 2 00D122~49 9 0707 O 2 

.. ·( ... 

' ·[•,:-: ;: ·~ 

.:.:. 

TOMRA011351 
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-I 
0 s: 
:::0 
~ .... .... 
c,J 
a, 
N 

t)~lJ..'·:1: ~!' 

.. ·ORIGINAL 

lliQan Dep!. of 'free.sur; 
J (Rllll. 8-06) 

Please print your numb111S Hire fhi1. Use blue or black Ink. I 2 3 4 5 6 7 8 CJ 0 

.;omblned REn.tRN 8 
·~r Michigan Truces Sales Tax 01 
11a this n,t,m sv,n If IJC} tax Ir due. Sales Tax 
J&e Fann 163 lar adllms chang8S. Discount 02 
• 

1 
I Office Use l 

l'\CCDUn 
Numoor ME-0122949 Use Tax• 

{Sales'Relltals) 03 22 
'!!R!"!'etu•m"'!Peri!"""!".o"!'d ____ -r:::Dua--:D:-".ats:-'-----1 

AUGUST 2007 SEP 20 2007 Use Tax 

-------------' _..._J DlscoUlll M 
:;ompany Name Use Tax 

TOMRA OF NORTH AMERICA JNC (Pl!thases} 05 

./ Micl!' 
i I /fa") Wllh=ing 06 

't/ 7~7 0/ I • 

t:SJ7.Jb 

~ 1 ";;£J-77 'l'-r:J., ..>Pf * lhese am not subtotalllnes. 

SST 
Es1ima!as 07 

Voucher 
. Payment• 9B 

Penalfy& 
Interest 

• 

99 

97 

97 

97 

Make check payable to: "state of Michigan" Total Payment 
and include your aecount number on your 
check. 

RESERVED .. 
RESERVED 

RESERVED 

b~ ,o'? Y. 2--1 

- c2 2 000122949 9 0108 7 2 

-·' 

() 
0 z 
'"Tl 

0 
m z 
-I 
)> 
r 

__ ,, 



Koutroumanis Affidavit

123b

R
E

C
E

IV
E

D
 by M

SC
 7/17/2019 4:29:14 PM

CONFIDENTIAL 

ORIGINAL 
chli_an Oepl, of Thlavury 
0 (ljlSV. 6--06) PlfJSSff print your numbers Hite this. UH blus or blm Ink. I 2 3 If 5 6 7 8 q O 

:omblned RETURN • 
>r Michigan Tues Siides Tax 01 

ls ibis rBfarn snn If no tu Is dUB. Sak!s TaK 
~ 'limn 163 tor addrtm chengss. Discount 02 
~::;.:.;;:.;..:::.=..:::;.;.=::::....::.::.;.....;::--,--;:;O:;;;:fffc~e';':,Use~ 

,o'coiint ME-0122949 Use Tax• 
.. lum_. b~~r!!""!""!"----.....-;:;::::-;:;:;:~-2-2--j (SaleaiRenmls) 03 
~urn Period Dus Dal& Use Tax 
_s_E_P_TE_M_B_E_R_20_0_1 ...... _o_c_T_20_._2_00_1__, Discount 

SBT 
E$!1mates 

Voucher 
Payment'" 

Penalty & 
!merest 

• rai.:_!,Jo: Michigan Dept. 'bf 1teasury 
Der.it. nooa 

, .. ,.. Detroit, Ml 48277-0003 Maks check payable to: "State at Michigan" Total P=ment 
and Include your account number on your --1 

ch&Ck. 

07 

98 

99 

97 RESERVED 
I 

97 RESERVED 

97 RESERVED 

22 2 000122~49 9 0709 4 2 

.;7:-.. ,} 

·;r· 

TOMRA011353 
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) CONFIDENTIAL ) 

ORIGINAL 
J\Jcfllgan Dept. o .. Y.i:.aaury . 
ao_ (Rev. a.oGJ ~ , Pleaseprfntyournumbm/lkethts.Ussbluaorbfacklnk. I 2 3 4 S 6 7 8 Cf O 

~olnbined RETURN 8 
ior'Michigan Taxes Sales Tax Ol 
~IB 1h11 rstum svsn If /10 tax is due. Sales Tex 
'J&fl Form 168 for Bddren ~ang11. Discount 02 
::.:.:.~~~~..:.:..:..:._;__------ro;;;:HJ.:::ce;:.U;;:se;;-, 
AcCOUllt 
Number ME-0122949 22 
Return erlod Due Dale 

NOVEMBER 2007 DEC20,2007 

Use Tax'* 
~ls)03 

Use Tax 
Discount 04 

Use Tax 
(Plmlses) 05 

Michigan 
Withholding 06 

t/~ 1 73 J.. 
:·, ,.., 
(} &,.--

'8 5'7 S- t 2-
I • 

• Tltese are not subtotal lines. 

SBT 
Estlmates 
Voucller 
Payment* =& 

• 
Make check payable to: "State of Mlcfllgan" 
and Include your account number on your Total Payment 
check. 

07 

98 

99 

97 RESERVED 

97 RESERVED 

97 RESERVED 

5-Y,J:i 7 9'f 
22 2 aaa1229~,, 0111, n 

'H 

;t(::.; 

''•·.·= 

TOMRA011354 
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) CONFIDENTIAL ) 

ORIGINAL 
Piffle print your numb818 lilra th/$. Uss blue or black Ink. I 2 3 Y. 5 6 7 8 9 0 

SBT 
Estimates 07 
Voucher 
Payment• 98 

Penally& 
Interest 99 

04 97 RESERVED 
' 

97 RESERV.l;O 

97 RESERVED 

• 
Make chack payable to: "Stale of Michigan" Total Payment 
and lncluds your account number on your 
check. 

22 2 D00122949 9 0712 b D 

.... , 

.:· ., 

:·.: .. 

,.· 
.. ' 

.1:·· 

:i:.-: 
,,·. 

TOMRA011355 
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} QONFIDENTI.AL ) 

.N.-
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) CONFIDENTIAL 
·1 

Michigan Department CfTreasuiy 
165 (Rev otl-1 O) 
Annual Return for Sales, Use and Withholding Taxes 
Taxpayer Name Account Number 

TOMRA of North America, Inc. 
ME-0122949 

One Corporate Drive, suite no Return Year I Date Due 

Shelton, CT 06484 2008 

File this return by February 28. Do not use this form to replace a monthly or quarterly return. 

Check box iftflls rs an 
amended relum 
rx1 Amended

0

Retum 
Amendment Dale 

12/7/2011 

A Use Tax· Sal&& & Rentals B SalesTax 

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

vendors subject to use tax} • , , , • , • , • • • • • • •• 1. 

2. Rentals of tangible properly and accommodations. , •• , 2. 

3. Telecommunications services. • , • • , 3. 

4. Add lines 1, 2, and3 ••••••••• , , , , • , , , •••.•••••••• 4 

ALLOWABLE DEDUCTIONS 
5a. Resale. , , , , • • • , , , • • • • • , , , • • , • , 

b. Industrial processing or agricullural producing , , ••• 

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

d. Exempt services • • • • , • • , • • , • , • • • • • • • • • • • • • • • 

e. Sales on which tax was paid lo Secretary of State • 

f .. rood for human/home consumpilon •• 

5a 

b 

• • C 

• • d 

. . e 
f. 

gi" .. Bad debls , • , , , • , •• , •••••••••• , , , g 

h'.·.'Mi~higan motor fuel or diesel fuel tax , • • • , , • , • • • • • • • • • • • • • • • • • • • • • • • h 

·/'Offi'er - Identify: • • , • , , • , , • • • • • , • • • • i. 

j .. ,·Tax included in gross sales (Jina 1) • • • • ••• , ••• , ••• , ••• , • , •• , , • • • • • • i 
k; · Total allowable deductions. Add lines 5a • 5J , , • , , • • • • • , , , , • • , , , , • • • • , k 

6. Taxable balance. Subtractline 5k from line 4 , , • , , , •• , , , • , • , •••• , ••••• 6 

7;:'raxRete • , • , ••••••• , • • • ••••••••• , • , , •••••• , • , 7 
8. Gross lax due. Multiply line 6 by line 7 •• , , •••••••• , •• , •• , • , ••... , • , , 8 

9, Tax collected in excess of line 8 •• , . , . . , .• , , , , , , •.• , • , , .. , •.••. , , 9 

10. Add lines 8 and 9 •• , ••• , ••••••••••••••••• , •••••••••••• , , 10. 

11. TOTAL discount allowed (see lnstructloos) •• , • , , • , • , ••• , , , •••••••••• , 11. 

rfiotal tax due. Subtract line 11 from line 10 • , , , ••••••••••••• , , • • • • 12. 
13. Tax payments in current year (afterdiscounle). ••• , , , , • , • , , •••• , , , , • 13. 

l).s~_'.;rax on Items Purchased for Business or Personal Use * 

6% 

ai,. 

ID-

.... 
Ill> 

x.06 

Ill> ... 
Ill> 

Iii--

6% 

1. 6,968,478.50 

2 .• . .. .. .. 
3. ,-. 

4. ..... 6.968 478.50 

Sa. 
b. 6 304,055.00 

C. 

d. 

e. 
f. ~ 

g. 

h. 

i. 

j . 

k. .... ,; ~04 o•s.no 

e. Ill> 664,423.50 

7. x .06 

a . )I,,- 39 865 .41 

9. Iii>-

1 o. 39 865 .41 

11. ... 
12. 39,865.41 

13. Ill> 416,108.71 

14. Enter your taxable purchases , , • • • , 
15: Tax·payments made in the current year. 

•••••••• , •••• l!o-14a __ ....,_ __ ...;...74"'"1=.c, a;..:1::.::1:.;·:..:6:.:.? x .oe = 14b. ______ 4:.4:.•:..:s::.:oc::a..:.·:..7o:. 

, • , , ••••• , , , , fl,, 15. ------"-44:!.!.:, 5::,::0:.:8:.,,..:.7~0 

Withholding Tax 
1a. Gross Michigan payroll and other taxable compensation for the year , • • • , , • • • • • • • • • • , •• , Sl-1 s. ----------
17. NumberofW-2, 1099, and/or4119 forms enclosed ••••••••• , , 17. _________ ...;. 

1 s. Total Michigan income tax withheld per W-2, 1099 and 4119 forms •• , , , • • , , , • , • • • •••••• P..1 a. ----------
19. Total Michigan income tax withholding paid during current tax year • • • , • • , , • • , , , • , , , • • • • • • • • ll>-19. ----------

s.ummary 
2'0: foJal sales, use and withholding taxes due. Add lines 12A, 128, 14b and 18 , 

21'. · Toial safes, use and withholding taxes paid. Add lines 13A, 13B, 15 and 19 

22. "ff fine 21 Is greater than fine 20. enter overpayment •••• , ••• , •••• , ... 22. _____ ....::;3..:.7.:.8.,_,:.2.:.43::.:.:.3:.:.0 

23, Amount of line 22 to be credited to your account. 

Wa will notify you when your credit Is verified and available , , • , • , , , • , ,,,. 23, ----------

20. _____ __;8:,;4~·:.:3:...:7..:4..:.·::;;ll:. 

21. ______ 4::;6:..:2:..,,c.:6:.::1:..:7..:.·::.4=..l 

2,t':O.-mount ofline 2210 be refunded to you , , • , •• , , •••• , • , , , JI!,, 24. 378,243.3 a 

2/;, fr line 21 is less than line 20, enter balance due , , • , • , • , , , •••• , • , •• , •• , , • , , , • • • • • , , ,,,. 25. ----------

2~: lthis return is filad late, enter penalty and Interest. (See lnstruclfons.) , , , • , , •••• , • , • , • • • • • • • • • ti,.. 28. ----------

27. t-OTAL PAYMENT DUE. Add fines 25 and 26. Make check payable to "Slate of Michigan." , • , , , , , , •• , , • , )II,, 27, ----------

~i).s~ tax on Items Pun:hased for Business or Pel'llonal Use: Use lines 14 and 15 to report purchases made for use in your business 
or'for' 1iems removed from your Inventory for personal or business use. Do not repeat the amounts from Column A. lines 1 - 4 here. 

2°3 (, 
1u2s6ii.2.oao vs:.:;, . 

;l .. •; '·· 

:'\',: .. ,, TOMRA011357 

I 
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) CONFIDENTIAL 

'f1:1rJU.165, Page 2 Account Name 

TOMRA of North America, Inc. 

T:voe of Business Ownership ( check one onM 

~!~1· 
.;;_- jodiVidual 
,_ · f.!usband - Wife 

i.l;. :Partnership 

· · EJ· Registered Partnership, Agreement Date: 
Limited Partnership 

Q Limited Liability company 

· ... , ~· Domestic (Michigan) 
. ,.. • :'/ Professional 

.:r· . ' Foreign (Non-Michigan) 

R-eiii;on for amending return. Jnclude )<l!Jr account number (If not Hsted abow) In the explanation • 
.. ; It. 

,put ATTACHMENT ._ .. , ,,. 

-~ 

D Michigan Corporation 

8 Subchapter S 
Professional 

W Non-Mich. Corporation 

0 Subchapter S 

~ignature {you are required to complete all information requested below) 

Account Number 

MB-0122949 

§Trust or Estate {Fiduciaty) 

Join! Stock Club orlnves1meot Compani 

Social Club or Fralemal OrganlzaUon 

0th er (El<plaln) 

/ dee/ere under penalty of Pflriury that this return is true and complete to I declare under penalty of pe,jury the/ !his retum is based 
f~e:best of my knowledge. on all information of which I have any knowledge. 

La\ithorlze Treasury to discuss my return with my preparer. GJ Yes O No Prepare(s Signature, Address, Telephone and ID Number 

i--~"":~:..:.?_:~·~ye-,-or_A_u_thoo-·-zoo-R-ep-re-se-n-lal-1118-S-,g-na-,u-re-------------i~ ~~~M 
1----,·~~~~~~~~~,-~~~~~~~~~13-5565207 

Taxpayer FEIN or Social Security Number Telephone Number One p inane ial p 1 a za 
~-6.:.!.:3'62037 203 447-9738 
~T~.~~~.~~ .. ~o~rAul;..:,.h_on~,~~R~.-p-.-,n~llltl;e.-.T~,~,.,..-~-+-D~m~.-=--~"""-".;.....;C-'-'CZ....-----l755 Main Street 

(Owhar1omcor/Mombor/Mon•e•rlP•rfnor) 
i..:...'~,,~:··~~~~~~~--~t=-:-:--c:--:--~~~~-'!Hartford, CT 06103 
. P.r/nl· N•m• orearporale Officor ReoponDiblo for Rsfum Telepllone Number B 6 O _ 2 9 7 _ S 5 S 5 

Be.iAware of Postal Regulations When Mailing Your Tax Return: The U.S. Post Office calculates postage based on the weight, 
s~ .and thickness of an envelope. Consult with the Post Office before maillng lo avoid delays in delivery; items with Insufficient postage 
,Mlf-bEireturned to the sender by the Post Office . 

.Mailing Instructions: 
~,·~~closing payment with your Annual Return, mail to: 
"Michigan Department of Treasury 
'Department 78172 
P.O. Box780DO 
Detroit, Ml 48278-0172 

·, 
ff r,questing a Credit to your account (amount on line 23} or a Refund (amount on line 24), mail to: 
Mfi;:higan Department of Treasury 
P:b. Box 30779 
(~nsing, Ml 48909 

All·qther Annual Returns without payment, mail to: 
Michigan Department of Treasury 
Laris'ing, Ml 48930 

~ . . 

2·3· · 
1iJfsoN 2.000 

·' •; 

Go to www.mlchigan.gov/taxes to check your Sales, Use and Withholding 
transactions and ask questions about your account on-line. 

TOMRA011358 
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Month 

January $ 

February $ 

March $ 

April $ 

May $ 

June $ 

July $ 

August $ 

September $ 

October $ 

November ·$ 

December $ 

Safes 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 

35,618.53 
23,298.89 
39,996.39 

) CONFIDENTIAL 

TOMRA of North America, Inc. 
Refund Calculation Summary 

Year Ending 12/31/2008 

$ 
$ 

$ 
$ 
$ 
$ 

$ 

$ 
$ 

$ 
$ 

$ 

Use Tax 
Originally 
Remitted 

11,254.30 

2,933.69 

2,361.87 

2,210.85 
4,245.55 

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 

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 

Total Refund Due: $378,243.30 

TOMRA011359 
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~ Dept.of'Tleasury 
lQ (Rw. 8-00) 

:orriblned RETURN 
:,.(Michigan Taxes 
ffll this IBfllm IIVSll lf RD /8Z ,, 111111. 
'n Fann 163 ftlr addma cfllmg11s. 

l.cc;ount ME-0122949 
~umber 

· ~aifTo; Michigan Dept, of Treasury 
Dept. noos · 

,,.;:. 
,,.:,· 

. ', ,,, 

. , .. : 
.• :.1.·-
·1~-

.:..j,: 

Detroit. Ml 48277·0003 

) 

• 
OtfioeUsa 

22 

CONFIDENTIAL 

ORIGINAL 

P/ene print your numb«a 1/Tra th/& Un blue or black Ink. I 2 3 4 S 6 7 8 CJ 0 

Sales Tax 01 SBT 
Eslimare.s 07 

SaCes Taic Voucher 
Discount 02 Payment• .98 

Use Tax• 
(Saleslllentals} 03 

Penalty& 
Interest 99 ., : 

97 RESERVED 
! 

04 

97 RESERVED 

97 RESERVED 

• 
Mak& check payable to: "State of Michigan" T I p .1 a 
and Include yt>ur accciunt number on your ata ayment l I 3 !( 1 r I 
check. 

22 2 000122949 9 0802 8 b 

\ 

TOMRA011360 
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) CONFIDENTIAL ) 

.. ORIGINAL 
'ia~an Dept, of 'Jl'eeeury 
:Kl.Jflsv. a-oo> Ple8:SIJprf11tYotJrnumberslikethl& Ussblusorblsr:klnk. I 2 3 Lf 5 6 7 8 9 O 

!omblned RETURN 
or Michigan Taxes 
11, this rshlm sren It no tax Is d111. 
'61 Ffll'trl 163 lor addreu &hllflllll. 

\ccount ME-0122949 
'MT!ber 

• 
Offlce Use 

22 

Sale&Tax 01 

Ssl88Tax 
Discount 02 

Use Tax• 
~) 03 

'le!Urn riOd Due Data . 

..;;r.w,_AR..;.· _c_H __ 2_o_o_a_.._A_P_R_2_0_, 2_o_oa___, Mt~: 04 
;ompanf ams Use Tax 
T(?M.RA OF NORTH AMERICA INC (Purchases) 05 

~.;_.;.-=-~--..;._-::,;:---,-:----j 

Michigan 
,.,:£.-:±£.~~-==!;-!Jt.~r-'....__--f Wllhholdlng 06 

J '1 

~ 

,./!;._=~~=..!...--4,J=.:::..<-.c...,....£.-"'-'-~:.-, • Th11.111 are nat subtotal lines. 
4aii To: Mk.hlgan Dept. of li&asury 
, .. · Dept. 77003 

., I g .. ~ 1 . 
SBT 
Estimates 
Voucher 
Payment• 

3 & I 
1 

'i 7 
Penalty& 
Interest 

• 
Defrofl, Ml 4a277-tl003 Make check payable to: "State of Mfcfllgan" 

and Include }'Ollr account number on your Total Payment 
check. 

07 

98 

99 

97 RESERVED , 

97 RESERVED 
I 

97 RESERVED 

3~c,1 fo ' . 
22 2 0DOl22949 ~ 0603 5 b 

. :f~);,_ . ~· .. : . 

·-:, ;, 

..... 

. ~.~ .. 

'·· 
'. 
;:.~ 

.• .... 

TOMRA011361 
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-I 
0 
s: 

i 
....). 

....). 

w 
m 
N 

:-·p~r:~ · i·.:! r .... i. 
ORIGINAL 

~lgtm Oepl. o11te!l8Uiy 
160 (RIii/. 8-06) 

P/easoprlntyournumbsrslikethls. Useblusorblacklnk. I .2 3 1t 5 6 7 8 q 0 

Combined RETURN 
for Michigan Taxes • S9les1a:< 01 .U ( <.j t 'f l ,.; 

.. ' I • 

Rl11 lhl1 ntum 8VIJn If oo tax Is due. 
Im Fallll 163 ftlr add/'811 chanlf8$, 

Account ME-0122949 . 
Number 

Sa!esTa11: 
Discount 02 

~ UseTax* .... 
22 ! ~l 03 d-,S.... l u 'g.:f' 

Due Date I 2008 I MAY 20, 2008 I ~ 04 

Use Tax 
{Pun:hases} 05 

k\;;;;;~~;;;;1;.---.~~,-,--i 
M"tchlgan 

~~~~~7<~4~,g:~~-1 Withnolding 06 

ff'." • Tltue are not sublottl llnes. 

S6'1' 
Estimates 
Voucher 
Payment• 

r::i:? 

• Ml gan Dept. ot"lmasury 
Dept. 77003 
Detroit, Ml 48277-0003 Mako check ~~b!e to: "State of Mli:hlgana Tob!I PaymQnt 

and ittclud& your account number on your 
check. 

O'J 

98 

99 

97 ReSERVBl 
• 

91 RESERVED 
I 

97 RESERVED 

'I 1. i ;/ k . 7 r-
22 2 aao122~~9 ~ oao~ 2 b 

:-·." 

() 

0 z 
il 
0 
m 
~ 
):> 
r 

__ j 
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1e11raan D6pl. or 'Jl'easUiy 
lO {Rtlv. 8-08) 

:ombined RETURN 
:>r Michigan Taxes 
f!IJ this re111rn flvrJn If no /JIX Is dus. 
:rs Form 163 for addrar, cb1tnfl8. 

\cco!Jnl ME-0122949 
./umber 

lerum Period Due Date 

• 
Offioa·Usa 

22 

CONFIDENTIAL 

ORIGINAL 
Ples8e print your numbers /Ike '111s. Usu blue or blar:lr Ink. l 2 3 Y. 5 6 7 8 Cf 0 

Sales Tax 01 SBT 
Eslimates 07 

Sales Tax Voucher 
DfSOOU!l! 02 Paym1mt• 98 
Use Tax* 
(Sa1111l1Ren1al'l) 03 

Penally & 
lnlBrest 99 

MAY 2008 . JUN 20, 2006. Use Tax _..._ _____ .._ ____ --' Discount 01\ 
RESERVED 97 

' 
97 RESERVED 

:onipany ame 
TOMRA OF NORTfi AMERICA INC 

97 RESERVED 

• 
Mako check payable to: ''Sta1& of Mlchlg11nn Total Payment ,, r- o O ( 1 .... 
and lnalud11 your account numbur on your 7 ID rr cfl8Ck. . 

22 2 000122949 9 0805 9 b 

Ci· 

L .. 

: .. 

TOMRA011363 
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. lcJilgBII O~ot. Of 'li'easury 
·30 (Rev. 8-06) , 

~mblned RETURN 
or M1chigan Taxes 
flt1 lflll relum even n 110 ta.r /,r dus. 
'BB Form 163 for addran cflangu. 

wcount ME-0122949 
>Jl!!Tiber 

~afi To; Michigan Oepl. of Treas Illy 
Dept. 77003 
D&trolt, Ml 46277-0003 

•,­~· ..... 

:,:;. 

•• 
Offlaa Use 

22 

CONFIDENTIAL 

ORIGINAL 
Please print your number$ like tilitJ, The btuo or~ Ink. I 2 3 4 5 6 7 8 Cf O 

Sales Tax 01 'I-;; 
;l G, ' 

0 '3, 
1 

SBT 
EBtlma!es 07 

Sales Tax 
Discount 0.2 

Vouohar 
Payment• 98 

Use Tax .. 
(SalesMalfa!s) 03 Jgg-'Oq~ 

I • 

Penarty& 
Interest 99 

97 RESERVED 
' 

97 RESERVED 

97 RESERVED 

• 
Make check: payable to: .. State at Michigan" T _, 
and Include Your account number en your otal • u.,ment f{ f , I 'I f . 'I 9 
choctc. 

22 2 000122~49 9 080b ~ b 

TOMRA011364 
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-l 
0 
s: 
~ 
0 
->. 
->. 
(,J 
0) 
01 

•' I • : 
.. : : w .. .. ... :.. 

Michigan Dapt. al TIWISllfY 
160 (Rav. S-06) 

Combined RETURN 
for Michigan Taxes 
Flis this relilm enn It no tu Is due. 
Un Form 163 for address changes;. 

Accoun1 ME-0122949 
Number 

• 
l Office Use 

22 
Retum Period 

JULY 2008 

'

Due Date 
A~G 20,2008 

'ompafff Namo 
TOMRA OF NORTH AMERICA INC 

Ta•payei"s Sli,ialiire 

itTtfe 

MailTo: Michigan Oept.o!Treasury 
Dept. 77003 
Detroit, Ml 4BZn--0003 

• •!t. • 

;i1%,'i·'~ \," ~· ?;:~;;~;;;;ftt2~~,: 

ORIGINAL 

P/HS8 pm! your riumbn /llte Ibis. U.SS blue or brack int I 2 3 4 5 6 7 8 9 0 

Sales Tax 01 J 7 , 'f 't 1 . ~c. SBT 
Estimates 07 

Sales Tax 
.1, 

Voucher 
Discount 02 Payment• 98 

Use Tax• 
3 

Penalty& 
(SalesiRel1fals) 03 I L/,.S-1 • ~ 2- Interest 99 

UseTax 0 
Dl&couot 04 97 RESERVED 0 

I z 
Use Tex "Tl 

(Pllthases) 05 97 RESERVED 0 
m 

Mlchgan 
Wllhhotling 06 RESERVED z 

97 -l 

• These era not sublolal noes. • )> 
r 

Make check payable to: *State of Michigan" Total P ment 
and Include your account number on your ay ?'"O, 11 '7 'j .8 8 
check. 22 2 00012294~ ~ 0&07 3 b 

I ............... 
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-I 
0 
s: 
~ 
0 ...,. ...,. 
vJ 
0) 
0) 

.·:, ORIGINAL 

• Mlc/llgan Dept. of Tl'llllSllry 
100 (Rev. 6-06} 

Combined RETURN 
for Michigan Taxes • 

Plsase print your numbtw like this. Use blue or black ink. I 2 3 't 5 6 7 8 Cf 0 

Sales Tax 01 J O, s, C:, • ~ "( ~males 07 

FIie 1bit retum afBn If na lax la due. 
Usf Form 163 for addmss changu. 

SalesTax 
Discount 02 

Offlca l.l$0 
Account ME--0122949 Use Tax* 
Number 22 (SaleS/Rlmla1s) 03 

Reb.im Penod oua Dam • Use Tax 
AUGUST 2008 SEP 20, 2008 Discount 04 

Campimy Name 

TOMRA OF NORTH AMERICA INC 
tr-r'ii ™ IDaiii ' I 

Use Tax 
(Pun:hases) 05 

Michigan 

't o r-.s 1,,, 2-
• J • 

. I Wiltdillding 06 

te r::ane Numbiir * These are not IUlltOtll liltllll. 

Voucher 
Payment• 98 

Penalty & 
lrrterast 

• 

99 

97 

517 

97 

RESERVED 
' . 

RESERVED 
' 

RESERVED 

Mall To; Michigan Dept. oflmasury 
Dept. 77003 
DB1rolt, Ml 45277--0003 Make chei:k payable m: "State of Michigan" Total Payment 3 f 6 .$"' 62- 0 b 

and lriolude your account number on your , , . 

check 22 2 DDD1229~9 9 0808 ab 

() 
0 z 
-n 
0 
m z 
-I 
)> 
r 

, ___ / 
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-4 
0 s:: 
~ 
0 
~ 

~ 

c,.:, 
0) 

'"" 

(\}:.·, 1(..;!:,~,\l 

Michigan Dept. Of 1111<1sury 
180 {ReV. 8-0S) 

Combined RETURN 
far Michigan Taxes 
Flis Ibis rsblm 11V1Jn JI na tax Is dUB. 
Um Fann 1tl3 tar addleu lllangn. = ME-0122949 

ORIGINAL 

Ple«se print your nambtrn like t1ils. Use blue or black Ink. I 2 3 4 5 6 7 8 G\ 0 

•·· Sales Tax 01 .. 0 ft . .J SBT f I O • ~ Estimates 07 

Sales Tm: Voucfler 
Oiscoont 02 Payment* 98 , 

~ UseTax* Penalty& 
~5}03 1. t K' :r t .. r 1memst 99 ' . 

Due Date 
OCT 20 2008 I Use Tax RESERVED 

' Discount Ot 91 
' 

Use Tax 
{Plm:tlasss} 05 

' 
Midligan 
Wilhiuttig 06 

;? I • Tftese are not subtotal lines: • 
Make check payable ro: "state of Michigan" Total Payment 
and Include your account number on your 

' 

91. RESEAVED 

97 
RESERVED 

~u {;. Z,.6., ~c 
V • ' ' 

check. 22 2 000122949 9 OH09? b 

,_.,.,, 

() 
0 z .,, 
0 
m z 
-4 
)> 
r 

~-' 
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) CONFIDENTIAL ) 

ORIGINAL 

:-;•: 
Mlllhlllan Dept. ol"Jl'easury 
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Mfchll)l!n Department ofT1eatury 
fofn\ 3372 {ReY; 11-09) . 

CONFIDENTIAL 

Mtchigan Safes and Use Tax Certificate of Exemption 
oo NOT send 10 the Department of rreasuiy. CMIUcale must be ro!afn~ In the Sefler's R~ords. This certificate rs Invalid unless all four seclfons 
are compleled by the purchaser. 

0 Blanketcerliflcate. 
SECTION 1: TYPE OF PURCHASE 

0 One-time purchase. 
Order or Invoice Number: ________ _ Expiration Date {maximum of four years):. ______ _ 

l:2J Blanket certificale. Recurring business relaUonshlp 

· c'XTEt-JhrtJ & BM.k. TD J"A/'JUAR.Y 2.00f l AU.. '5u.8SGQr.).E! 
Tile purd!aser hereby claims exemplion on Iha purchase of tangible persona! property and selcdcd services made from the vendor If sled below. This Yr:A~. 
certifies lhiil !his claim Is based UPon Ille purchaser's proposed use of lhe ilems orservlces, OR !he s!alus of the purchaser. · 

Vendor's Name and Address 

Tt 

SECTION 2: ITEMS COVERED BY THIS CERTIFICATE 
Check one of the toflowrnn: 

· 1. igf All Hems purchased 

t;,Lrv1J e:r 

2. 0 Llmlled lolhefollolllin11ffems: ____________ ~---------------

SECTION 3: BASIS FOR EXEMPTION CLAIM 
Check one or fhe foJlowJng: 

1. 0 For Resale al Relail. Enter Sales Tax Litense Number. ________ _ 

2. 0 For Lease. Enrer.Use Tax Registration Number:. ___________ _ 

Th& followln{I oxampllons DO NOT require tho purchaser to pro\llde a numbor: 

3. D For Resale at wholesale 

4. 0 Agricultural ProducUon. Eoler percenlage: __ % 

5. ~ /ndUslrial Ptocesslng. Enrer percenll!ga: I DO % 

6. 0 Church, Government Entity. Nonprorit Schoof, or Nonprofit Hospilal (Circle type of organtzaUon) 

1. 0 Non pro/ii lnlemal Revenue Code Section 601(0){3) or 501(c)(4) Exempt Organization (must provide IRS aulhorized /eUer wilh !his rorm) 

8 0 Nonprolil Otganlzal/on with an auJhorized feller issued by Iha Miclilgan Deparrmenr of Treasuiy prior lo June 1994 (mus I proVlde copy of 
· rel!er with rhls form) 

9, 0 RolUng Stock purehasetl by an lnlerstafe Molor Carrier 

10.0o1her(expfaln}:. ___________________________________ _ 

SECTION 4: CERTIFICATICJN 
f dee/ore, under penally of pedwy, tho/ the information on this cettificafe Is true, /he// have consulted the stafufes, admFnisfra/ive roles and other 
sources of Jaw applicable to my exempllon, and Iha/ I ha'lfl exerofsed reasonable caro In essunng that my claim al exempllon Is valid under Michigan 
fallr. In /be even/ this claim ls -disallowed, I accept lull rosponslbllity for the payment ofiax, penalty and any accrued Inrere-st, including, if necessary. 
rofmbursumenl lo /he ve_ntfor for tax end accroBd lnterosl.. · 

Type ol lluslno•$ {see todes on paga 2) 

/,ve. 

MJ 

/o 

TOMRA011371 
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CONFIDENTIAL 

SALES AND USE TAX 
CERTIFICATE OF EXEMPTION 

I, the undersigned, hereby certify that we are engaged in the business of 
grocery and general merchandise wholesaler and that the tangible personal property 
described herein which we should purchase lease or rent from: 

SELLER: 
Tomra Collection Solutions 

The product's purchased, inventory items from this seller are for resale or 
internal use as needed. We request that a blanket certificate be used. This certificate 
continues in force until cance1Ied by the purchaser. If the purchaser uses the property 
described herein for other than resale and subsequently, with the intent to evade the tax, 
fails to file a sales or use tax return declaring the taxable use of such property, the 
purchaser will be subject to the full penalty of the law. 

I further certify that if any property so purchased tax free is used or 
consumed by the firm as to make it subject to a sales or use tax, we will pay the tax 

..... directly to_the.proper tax:ing.authority..when state. Iawso.provides .. or inform.the.seller for .. 
added tax billing. This certificate shall be part of each order, which we may hereafter 
give you, unless otherwise specified, and shall be valid until cancelled by us in writing or 
revoked by the city or state. 

PURCHASER 
Spartan Stores Distribution, L.L.C. 

d/b/a Spartan Stores, Inc. 
850 76th Street SW 

POBox8700 
Grand Rapids, MI 49518-8700 

State of Indiana -0114128081 001 
State of Ohio - 99N043467 

State of Michigan - 75-2997653 

Signature of Authorized Purchaser 
Debra Kay Connor 
616N878-8426 

Executive Assistant 
Title 

September 1, 2012 
Date 

TOMRA011372 

i 

I 
I 
I 

I 
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Mlchlgsn Department of T/easu,;, 
Form 3312 (Rev.08-12} 

CONFIDENTIAL 

Michigan Sales and Use Tax Certificate of Exemption 
oo NOT send lo the llepartment of'Treasury, Cerllfica!e must be retained In Iha seller's records, This certificate Is Invalid unless all four secUons 
are completed by the purchaser. 

SECTION 1: TYPE OF PURCHASE 
0 A one-Tirne Purchase 0 C. Blanket Certil!cale 

order or Invoice Number: _______ _ Expiration Oafe (maximum of four years}:. ______ _ 

D?J a. Blanket Certificate, Recurring BuslnBSs Relatronship 
Extending back to October 1, 200~ and all sUbsequent years. 

The purchaser hereby cJalms exemption on lhe purchase of tangible personal pioperty and selecled servicas made from 1he vendor listed below. This 
certilles thatthls claim Is based upon the purchaser's proposed use of the items or services, OR fhe S!alus of tha purchaser. 
Vendor's Name and AddteSS 

Tomra Processing Center /Tomra of North America, Inc., She/ton, CT 

SECTION 2: ITEMS COVERED BY THIS CERTIFICATE 
Check one of the followlng: 

1. IE] All items purchased. 

2.0 Umifed lo the following items: ________________ _ 

SECTrON 3; BASIS FOR EXEMPTION CLAIM 
Check one of the following: 

1. 0 For Resale at Rafail. Enler Sales Tax License Number. _____ _ 

2. 0 For Lease. Enler Use Tax Reglslralion Number:. ________ _ 

The followlng exempllons 00 NOT require the purchaser lo provide a number; 

3. 0 For Resale at Wholesale. 

4. D Agrlcullural Proifuction. Enler percenlage: ___ % 

5. ~ Industrial Processing. Enter percentage: 100 % 

6. 0 Church, Government Enlify, Nonprofit School, or Nonprofi! Hospllal (Circle type of organization). 

7. D Nonprofit lnlemal Revenue Code Section 501(c)(3} or 501{o)(4} Exempt Organf.:alion {must provide IRS authorized letter with !his form). 

a. 0 Nonpto?t Organization with an authorized letter Issued by the Michigan Department of Treasury prior to June 1994 (must provide copy of 
JetterWJlh !his form}. · 

9. 0 Rolflng Stock purchased by an ln!ersla!e Moler Carrier. 
100 OlfJer(explafnJ: ____________________________________ _ 

SECTION 4: CERTIFICATION 
r dec/Bre, under penalty of psfjury, lhBf the informetlon on this certlllcafe is /roe, that I have con~ulted fhs statutes, ;;dminisfratwe rules and other 
sources of/aw applicable to my exemption, and ihet f have exercised rel;lsonable cere In assunng thsf myc'8lm of exempUon Is valid under MIC/Jigen 
few. fn the even/ this claim is disallowed, I accept full responsibility forfhe payment of tax, [Jfinally and any accrued Interest, Including. if necessary; 
mlmbnrsemant to the vendor for tex and accrued Interest. 

Business Name 
Wal-Mart Stores, Inc. 

Cify, Slat&, ZIP Code 

- l 

'fypa of Business (6e& codes on paga 2) 

07-Retaif 

TOMRA011373 
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TOMRA OF NORTH AMERICA, 

Plaintiff, 
V 

DEPARTMENT OF TREASURY, 
STATE OF MICHIGAN, 

Defendant. 

June Summers Haas (P59009) 
Brian T. Quinn (P66272) 

STATE OF MICHIGAN 
IN THE COURT OF CLAIMS 

DocketNo.'s: 14-91-MT cons w/ 14-185-MT 
Hon. Michael J. Talbot 

Scott L. Damich (P74126) 

Honigman Miller Schwartz and Cohn, LLP 
Attorneys for Plaintiff 

Assistant Attorney General 
Michigan Dep't of Attorney General 
Revenue & Collections Division 
Attorney for Defendant 222 N. Washington Sq., Ste. 400 

Lansing, MI 48933 
(517) 377-0734 

P.O. Box 30754 
Lansing, MI 48909 
(517) 373-3203 
DamichS@michigan.gov 

THE MICHIGAN DEPARTMENT OF TREASURY'S FEBRUARY 18, 2015 
MOTION FOR SUMMARY DISPOSITION WITH BRIEF IN SUPPORT 

The Michigan Department of Treasury, through its counsel Attorney General Bill Schuette 

and Assistant Attorney General Scott L. Damich, moves this court under MCR 2. l 16(C)(l 0) to 

summarily resolve the above captioned case in the Department's favor. The Department states the 

following in support of its motion: 

INTRODUCTION 

Under Michigan's self-reporting tax system, the taxpayer's word is taken most of the time. 

Even though taxpayers do not generally submit source documentation with their tax return, Michigan 

law still requires taxpayers to maintain the source documentation. Occasionally, the Department 

audits a taxpayer to ensure that the taxpayer actually does have the source documentation necessary 

1 
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to substantiate its reported tax liability and any claimed exemptions or deductions. If the taxpayer 

cannot produce the source documentation to support the amounts listed on its returns, the Department 

is left with no choice but to adjust the taxpayers liability based on the best information made 

available to the Department. 

Here, the Department audited TOMRA's 2003 through 2008 sales tax liability and determined 

that TOMRA failed to report accurate amounts when completing its Michigan Annual Sales, Use, and 

Withholding Returns. TOMRA underreported its Michigan gross sales. Because TOMRA's returns 

were inaccurate the Auditor used the best information made available to him to recreate TOMRA's 

sales tax liability- TOMRA's own internal records. TOMRA disagreed with audit, challenged the 

intent to assess, submitted amended returns, and claimed entitlement to a $2,258,229 refund of sales 

tax that TOMRA allegedly collected from its Michigan customers and remitted to Michigan for the 

October 2003 through December 2008 tax periods. TOMRA claims that all sales made to Michigan 

customers are exempt under the industrial processing exemption. They are not. 

But this Court does not need to reach the merits of TOMRA's industrial processing claim for 

two reasons. First, TOMRA cannot substantiate the refund amount listed in the Verified Complaint. 

And second, TOMRA would be emiched with its customers' money if this Court were to rule in its 

favor. The Sales Tax Act prohibits a taxpayer from emiching itself or gaining any benefit from the 

collection or payment of the tax and thus prohibits this Court from granting TOMRA's refund 

request. MCL 205.73(4). 

TOMRA bears a heavy burden to refute Treasury's assessment and establish a claim for 

exemption from taxes and must do so with documentary evidence. TOMRA could not substantiate 

the amount of sales that were exempt during audit and it has failed to do so during litigation. 

According to TOMRA' s record retention policy, TOMRA no longer has the documentation necessary 

to substantiate its reported tax liability and the refund listed in its Verified Complaint. Because 

2 
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TOMRA cannot prove the actual amount it is entitled to recover with documentary evidence, 

TOMRA has failed to carry its burden and the Department is entitled to judgment as a matter of law. 

STANDARD OF REVIEW 

The Court must dismiss a complaint under MCR 2. l l 6(C)(l 0) when there is no genuine issue 

of material fact, and the moving party is entitled to judgment as a matter of law. The Depaiiment 

must specifically identify the issues as to which there is no genuine issue of material fact. MCR 

2.l 16(G)(4). And the Court must consider the documentary evidence attached to this brief. MCR 

2. l 16(G)(5). In its response, the Plaintiff cannot simply rely on the allegations or denials in its 

Complaint; it must submit admissible evidence showing that there is a genuine issue of material fact. 

MCR 2.l 16(G)(4) and (G)(6). Otherwise, the Court must dismiss the Complaint. MCR 2.l 16(G)(4). 

STATEMENT OF FACTS 

TOMRA of North America is a Connecticut company that sells reverse vending machines to 

supermarkets and liquor stores in States that require consumers to pay a deposit on recyclable 

beverage containers. (Complaint~; Ex A, Dep Tr C. Reigle, pp 12-13.) 

Reverse vending machines facilitate the collection of returnable beverage containers from 

consumers and the stores obligation to refund the previously paid deposit to the consumer upon 

return. (Ex A, pp 11-12, 20; Ex B, Dep Tr. J. Matto, p 70.) The reverse vending machines read a 

UPC code on the beverage container to determine whether or not the container is returnable and 

subject to a deposit refund. (Ex A, p 31.) The machines reject the beverage container if a deposit was 

not previously paid, the barcode on the beverage container is not readable, or the beverage container 

contains waste. (Ex A, pp 20, 31.) 

TOMRA sells reverse vending machines specifically for aluminum cans, plastic bottles, and 

glass bottles. (Ex A, p 16.) If a machine designed for aluminum cans accepts a deposited aluminum 

can, the machine will crush the can and drop the can into a storage bin. (Ex A, p 35.) The machine 

3 
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crushes the can for storage and efficiency purposes. (Ex A, pp 22, 37.) The machines designed for 

plastic bottles do not shred plastic bottles. (Ex A, p 36.) The machines designed for glass bottles do 

not crush glass bottles. (Ex A, p 35.) But those machines do sort glass bottles by color and plastic 

bottles by plastic grade. (Ex A, p 36.) 

The machines provide the consumer returning the beverage container with a coupon 

indicating the deposit refund amount the consumer is entitled to. (Ex A, p 16.) The machines also 

count the amount of cans and bottles collected. (Ex B, Dep Tr J. Matto, p 68.) This information is 

useful for companies that process and sell aluminum, plastic, and glass on the commodity market. 

(Ex B, p 69 .) The bins that collect used beverage containers are stored at the supermarket or liquor 

store. (Ex A, p 24.) A third party loads the bins onto trucks and takes the bins to a third party 

location. (Ex A, p 25.) The aluminum cans and plastic bottles are then dumped into a hopper at a 

third-party location. (Ex A, p 28.) The hopper combines the cans into an aluminum cube. (Ex A, p 

28.) The same is true for plastic bottles. (Ex A, p 48.) When glass bottles arrive at the third-party 

location, they are placed on a conveyer that drops the bottles to a storage pit where they wait for 

further processing. (Ex A, p 41.) Third-parties then sell the aluminum and plastic cubes and glass. 

(Ex A, pp 28, 39) The aluminum, plastic, or glass is then further processed by another third-party to 

become a product that can become a material part of a finished good. (Ex A, pp 28, 35). 

TOMRA filed Annual Returns for Sales, Use, and Withholding Taxes for the 2003, 2004, 

2005, and 2006 tax years. (Ex C, 2003, 2004, 2005, and 2006 Annual Returns.) Those returns 

reported Gross Sales but they but they did not claim any deductions. See Lnl and Ln 5. TOMRA 

did not file annual returns for the 2007 and 2008 tax years. (Ex D, Audit Report of Findings, p 2.) 

The Department performed a Sales Tax audit of TOMRA's records for the period October 1, 

2003 through December 31, 2008 (audit period). (Ex D, p 1.)1 The purpose of the audit was to verify 

1 TOMRA was also under a Michigan Use Tax audit with the Department at the same time. 

4 
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whether TOMRA had the records to substantiate its reported Sales Tax liability. (Ex D, p 1.) The 

Department's Auditor compared TOMRA's sales tax returns with TOMRA's internal records and 

found that the gross sales TOMRA reported on line 1 of its annual returns did not match up with 

TOMRA's Michigan sales sub-leger. (Ex D, pp 2-3; Ex. E, Dep Tr, R. Kolbig, pp 48, 78.) Instead, 

the only sales that TOMRA reported in its gross sales amount were the sales TOMRA treated as 

taxable sales. Id 

Take for example the 2007 tax year. Per TOMRA's monthly returns, TOMRA remitted a 

total of $587,961.99 in sales tax for the January 2007 through December 2007 tax periods. (Ex F, 

January through December Form 160's; see also, Ex G "Sales Tax Originally Remitted" column of 

TOMRA of North America, Inc. Refund Calculation Summary Year Ending 12/31/2007.) TOMRA 

then divided the $587,961.99 by 6% to arrive at the amount of sales associated with the amount of tax 

remitted. $587,961.99 /6% $9,799,366. This is the same number TOMRA lists as its Michigan 

gross sales on its Original 2007 Annual Sales, Use, and Withholding Return. (Ex H, 2007 Return at 

ln 1.) TOMRA used the same process on all of its original and amended returns for each of the tax 

years at issue. Stated another way, TOMRA treated certain sales as exempt, but never reported to 

Michigan the amount of those exempt sales. As a consequence, TOMRA's gross sales were 

understated because excluded from the gross sales amount were transactions that TOMRA did not 

charge tax. 

The Department's Auditor recreated TOMRA's sales tax liability for the 2003 through 2008 

tax years because TOMRA's returns underreported gross sales and did not list any exemptions. The 

Department's Auditor computed gross sales by pulling amounts from TOMRA's Michigan sub-leger 

for sales. (Ex D.) The amounts treated as gross sales were "parts income," "Sales of Equip & 

Product income," and "Leased Equipment." (Ex D, Schedule Bl through B6.) He did not include 

"installation income", "service income," "freight revenue" and "Canadian revenue" as gross sales. 

5 
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(Id.) The gross sales amount as determined by the Auditor was greater than the gross sales amounts 

reported by TOMRA. (Ex D; Ex E p 49.) 

The Department's auditor attempted to reconcile the difference between TOMRA's own 

internal accounting records with the amounts TOMRA reported on its returns as gross sales. (Ex D.) 

TOMRA's representatives could not produce any documents to support the exempt transactions. (Ex 

E, pp 49, 72, 73, 94.) Because TOMRA was unable to verify what transactions it excluded from its 

gross sales calculation, the auditor assessed 6% tax on the difference between TOMRA's as reported 

taxable amount and the taxable amount as determined by the auditor. (Ex D.) As a result of the 

audit, the Department made adjustment to TOMRA's reported Sales Tax liability for the years 2003-

2008 that resulted in an additional $516,562.00 tax due, plus penalty and interest. (Ex J, Notice of 

Preliminary Audit Determination; Ex K, Final Audit Determination.) 

By letter dated December 2, 2011, TOMRA requested an informal conference to dispute the 

Department's determinations regarding the unsubstantiated exempt sales, the underreported gross 

sales, and the resulting intent to assess. (Ex L, December 2, 2011 letter.) In the same letter, TOMRA 

requested a $2,458,452 refund from Treasury. According to the letter, TOMRA charged and 

collected $2,458,452 in sales tax from its Michigan customers for the periods of October 1, 2003 

through December 31, 2008. "[T]hese taxes were erroneously collected because the equipment sales 

to TOMRA's customers qualified for the Michigan industrial processing exemption." TOMRA also 

recognized that it must return the sales tax refund to its customers. 

On December 14, 2011, TOMRA filed amended Annual Returns for Sales, Use, and 

Withholding Taxes for the 2003 through 2008 tax years. TOMRA did not file original 2007 and 

2008 Annual Returns. (Ex M, December 14, 2011 letter; Ex N, TOMRA's 2003 through 2008 

amended returns.) According to the cover letter, the returns "reflect the claim for refund for all 

Michigan sales tax collected from TOMRA's customers and paid during the relevant periods in the 

6 
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amount of $2,258,229." (Ex M.) This is $200,223 less than the refund amount listed in the 

December 2, 2011 letter. The amended returns, like the original returns, did not use gross Michigan 

sales. (Ex N.) The 2003 through 2006 amended returns reported the same amount of gross sales as 

the original returns. (Ex N, See Ln 1.) Again, it was discovered during audit that that those amounts 

do not match TOMRA's internal records. (Ex D.) The Amended returns, unlike the original returns, 

listed specific deductions from gross sales for industrial processing. (Ex N, See Ln 5.) TOMRA 

reduced its reported gross sales by the specific deductions to arrive at the amount it claimed to 

overpay to Michigan. 

By letter dated October 11, 2012, TOMRA informed Treasury's Hearing Referee that it is in 

the process of obtaining exemption certificates from Meijer, Wal-Mart, Kroger, and Spartan Stores. 

(Ex 0, October 11, 2012 letter.) On October 26, 2012, TOMRA provided an exemption certified to 

Treasury's Hearing Referee that was signed by Meijer on October 18, 2012. (Ex P.) On December 

20, 2012, TOMRA provide Treasury's Hearing Referee an exemption certificate that was signed by 

Wal-Mart on December 18, 2012. (Ex Q.) The Meijer and Wal-Mart exemption certificates both 

claimed the industrial processing exemption. 

TOMRA provided exemption certificate from Spartan Stores on November 21, 2012. (Ex R) 

Inconsistent with TOMRA's October 11, 2012 letter, and TOMRA's own refund claim, the Spartan 

Stores Exemption Certificate claimed the sale for resale exemption2
. (Ex R.) The hearings referee 

gave TOMRA an additional 7 months after the hearing to produce exemption certificates for 

TOMRA's other Michigan customers. (Ex S, February 13, 2013 letter.) TOMRA has yet to provide 

an exemption certificate for Kroger or any other of its Michigan customers. 

2 The line associated with the sale for resale exemption is blank on all of TOMRA's amended returns. 
(Ex N.) 
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The hearings referee reviewed the documents, and recommended that Treasury adjust the 

assessment so as to exclude the amount of tax associated with sales made to Meijer, Wal-Mart, and 

Spartan Stores. (Ex T, Informal Conference Recommendation.) 

The hearings referee rejected TOMRA's refund claim because TOMRA was not able to 

substantiate its refund request. (Ex T.) The hearings referee also determined that granting the 

claimed refund requests would enrich TOMRA at the expense of its Michigan customers in violation 

ofMCL 205.73(4). (Ex T.) 

The Department adopted the hearings referee recommendation to deny the claimed refund. 

(Ex U, Final Order and Determination.) But the Department rejected the recommendation to adjust 

Intent to Assess TH82977 to allow exemptions for sales made to customers who provided exemption 

certificates because TOMRA lacked the records necessary to support how much tax TOMRA actually 

charged, collected, and remitted from sales made to those customers. (Ex U; Ex V, DC Audit Report 

of Findings.) The Depmiment then issued Final Assessment TH82977 against TOMRA for 

$516,562.00 in tax, $58,502 penalty, and interest. (Ex W, Final Assessment.) 

TOMRA then filed the Verified Complaint at issue. The Verified Complaint contains three 

counts: first, regarding the industrial processing exemption; second, regarding exemption 

certificates; and third, TOMRA's allegation that the Department denial of its requested $2,458,452 

refund was unlawful. 

ARGUMENT 

I. The Court must dismiss TOMRA's challenge to Final Assessment TH82977 because 
TOMRA cannot muster the evidence necessary to refute the assessment. 

TOMRA challenges the final assessment resulting from the Department's audit. TOMRA 

also challenges the Department's denial of the $2.4 million refund request TOMRA filed after audit 

but before informal conference. Both challenges rely on exemption claims which are strictly 
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construed against TOMRA. However, the challenges must be analyzed separately. This is because 

the Department's assessment, by statute, is considered prima facie correct. 

A. Final Assessment TH82977 is presumed valid and TOMRA bears the burden of 
proof to refute the assessment. 

This Court's key factual finding as it relates to the Final Assessment is to determine whether 

TOMRA's 2003 through 2008 returns were accurate and whether TOMRA maintained accurate and 

complete records to substantiate its reported tax liability. If TOMRA's returns were inaccurate as 

filed, then the Department may assess the amount of the tax due from TOMRA based on information 

that is or may become available to the Department. MCL 205.68( 4); Vomvolakis v Dep 't of Treasury, 

145 Mich App 238,245; 377 NW2d 309 (1985). And any assessment the Department issues as a 

result of the audit is presumed valid. MCL 205.68( 4). The taxpayer bears the burden to refute the 

assessment. Id. 

As indicated above, when the Department arrived to check and see if TOMRA accurately 

reported its tax liabilities, the Department's auditor compared TOMRA' s sales tax filings with 

TOMRA's internal record and discovered that TOMRA gross sales were underreported. The auditor 

determined that TOMRA excluded amounts listed in its Michigan sub-ledger from its reported gross 

sales. This was wrong because gross sales are a measure of overall sales, regardless if the sale is 

exempt from tax. In an attempt to substantiate the type and amount of transactions TOMRA 

excluded from it Michigan gross sales, the auditor requested TOMRA produce source documentation. 

But despite various verbal and written requests, TOMRA failed to produce records of or even identify 

the transactions it considered exempt. 

TOMRA, like all Michigan taxpayers, has a standing obligation to "keep accurate and 

complete records necessary for the proper determination of tax liability as required by law or rule of 

the department." MCL 205.28(3). The rule the Department promulgated by the authority of §28(3) 

reads as follows: "Pursuant to section 28(3) of the revenue act, MCL 205.28(3), a taxpayer shall 
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maintain all records that are necessary for the proper determination of the taxpayer's tax liability." 

2013 AC, R 205.4103. The Sales Tax Act specifically requires TOMRA, like all Michigan taxpayers 

subject to the Sales Tax, to maintain a proper record of all exempt transactions and provide the 

records if requested by Treasury. MCL 205.62(4). 

B. TOMRA must be able to substantiate its tax reporting with documentation. 

TOMRA violated its obligation to maintain the documentation necessary to back up its tax 

reporting. In a self-reporting tax system, the entire purpose of an audit is for the auditor to "examine 

the books, records, and papers touching the matter at issue of any person or taxpayer subject to any 

tax" in order to compare the documentation with what the taxpayer reported on its tax returns. MCL 

205.3(a). TOMRA could not produce the documentation necessary to show that it could lawfully 

exclude transactions from its Michigan gross sales. TOMRA could not even distinguish between 

what it considered taxable and non-taxable sales. Therefore, the auditor taxed the difference between 

TOMRA's reported taxable sales and the taxable sales as determined by him. It is that simple. 

TOMRA bears the burden ofrefuting Final Assessment TH82977. MCL 205.68(4). To the 

extent TOMRA cannot locate the source documentation to support the sales it exempted from it 

Michigan gross sales, TOMRA would have to rely on testimony to substantiate its challenge to the 

assessment. But under Michigan law, tax liability must be supported by records and tax exemptions 

must be substantiated with documentary evidence. MCL 205.3; MCL 205.28(3); MCL 205.68(4); 

2013 AC, R 205.4103. There is no indication that the TOMRA has maintained sufficient records to 

refute the Department's audit. (Ex. X, TOMRA's record retention policy.) And unless TOMRA 

submits "legally admissible evidence" in response to this Motion that shows it can refute the 

Department's audit, the Court must dismiss TOMRA's challenge to the Final Assessment. By Lo Oil 

Co v Dep 'ta/Treasury, 267 Mich App 19, 26-27; 703 NW2d 822 (2005); MCR 2.116(0)(4) and (6). 
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II. The Court must dismiss TOMRA's refund request because TOMRA cannot substantiate 
the refund amount. 

In its Verified Complaint, TOMRA alleges that it is entitled to a $2,458,452 sales tax refund. 

Complaint i/30. The United States Supreme Court has held that a taxpayer bears the burden of 

proving that it overpaid its taxes. To meet this burden, the taxpayer must prove "the amount he is 

entitled to recover[.]" United States v. Janis, 428 U.S. 433,440, 49 L. Ed. 2d 1046, 96 S. Ct. 3021 

(1976). TOMRA has yet to produce any specific evidence that verifies its claimed refund. 

A. TOMRA has yet to produce any specific evidence to support how it arrived at the 
claimed $2,458,452 refund. 

Jeff Matto, TOMRA's Controller who signed TOMRA's Verified Complaint could not 

explain how the refund was calculated. 

Q 
A 
Q 
A 

*** 

Q 

A 

Did you compute that amount? 
No. 
Did you verify that amount? 
I did not, myself, verify that. 

Did you see any calculations on how this 2.4 million-dollar 
refund was made? 
No. 

(Ex B, Matto Dep Tr, pp 13-15.) 

TOMRA's CFO also could not verify how the refund listed in the Verified Complaint was calculated. 

(Ex I, Hollyer Dep Tr p 17.) 

During the course of discovery, the Department requested that TOMRA identify and provide 

a record of all exempt transactions between itself and Meijer, Wal-Mart, and Spartan Stores. (Ex Y, 

TOMRA's response to Treasury's First Discovery Requests, Nos. 4, 7, 10.) The Department 

requested this inf orrnation in an attempt to quantify how much of the claimed refund is dedicated to 

sales made to Meijer, Wal-Mart, and Spartan Stores. TOMRA did not provide the requested 

information, indicating that "the discovery response requests a compilation of tax information for the 
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periods October 1, 2003 to December 31, 2008 in a manner that is not normally maintained in 

Plaintiffs books and records or the usual course of Plaintiffs business. Id. This response is 

consistent with TOMRA's record retention policy which indicates that TOMRA keeps tax supporting 

documentation for 4 years. (Ex X, TOMRA's record retention policy.) But again, the response is 

inconsistent with MCL 205.62(4) which requires TOMRA "maintain a proper record of all exempt 

transactions and shall provide the record if requested by the department." 

When asked during deposition whether TOMRA identified how much sales tax it collected 

from Kroger, Wal-Mart, Spartan Stores or any of its Michigan customers, Mr. Matto testified that: 

Q But you've yet to identify what amount you collected from 
Michigan customers. Right? 

A Right. 
[Ex B, Matto Dep Tr, pp 118-119.] 

TOMRA did produce documentation provided to it from Meijer that, according to Meijer, 

identifies how much sales tax it paid TOMRA during the tax periods at issue. (Ex Z, Plaintiffs 

Supplemental Resp to Defendant's First and Second Disc Req to Plaintiff, dated January 16, 2015.) 

But this information came after TOMRA calculated the refund amount listed in the Verified 

Complaint. And TOMRA did not verify the claimed amount with its own internal records. (Ex B, 

Matto Dep, p 117 "I know Meijer has put together ... some stuff, but I don't know that we verified 

everything to our internal records here.") 

As discussed above, under Michigan law, TOMRA must be able to substantiate its tax 

reporting with documentation. For example, many individuals claim the home mortgage interest 

deduction on their federal income tax returns. They report the amount of interest they paid on their 

mortgage and that amount is deducted from their taxable income. If that individual is audited by the 

IRS, the IRS will ask the individual to produce the documentation from its mortgage servicer that 

shows how much interest the individuals paid and in what amount. If the individual cannot produce 

the documentation, the IRS will not allow the deduction. It would not be enough for the individual to 
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simply say "I promise that I paid interest on a home mortgage in the amount I reported on my tax 

return." Similarly, if the individual challenged the IRS's determination in court, it would not be 

enough for the individual to simply repeat the promise to the court - individuals must present the 

documentation that supports the deduction they seek or they cannot take the deduction. Otherwise, 

anyone with the means to pursue litigation can avoid his or her obligation to maintain reliable 

documentation by simply promising a court that they really can take the exemptions or deductions 

they reported on their tax returns. 

B. TOMRA's Amended returns do not support TOMRA's refund request. 

After audit but before Informal Conference, TOMRA submitted Amended Returns for the 

2003 through 2008 tax years wherein TOMRA insisted that the returns "reflects 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." (Ex M, December 14, 2011 letter.) In its Verified Complaint, TOMRA 

alleges that it is entitled to a $2,458,452 sales tax refund. Complaint ,r 30. This is $200,223 more 

than the refund amount listed in the verified complaint. TOMRA's Chief Financial Officer could not 

explain the $200,000 disparity between the refund identified in the December 14, 2011 letter and the 

Verified Complaint. (Ex I, Dep Tr A. Hollyer, p 17.) 

Even assuming that the $200,000 disparity was a clerical error, TOMRA's amended returns 

still fail to support the claimed refund. This is because the amended returns, like the original returns, 

understate gross sales. As a matter of fact, the 2003, 2004, and 2006 amended returns report the 

same exact amount of Michigan gross sales as the original 2003, 2004, and 2006 returns. Those 

numbers do not match TOMRA's actual gross sales as confirmed by TOMRA's internal records. 

Instead, those numbers reflect the amount of taxable sales TOMRA reported on its monthly Form 
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160s. TOMRA then further deducted from gross sales additional amounts for industrial processing3
. 

See Ln 5. 

Because TOMRA has yet to identify which transactions it excluded from its gross sales 

calculation and now lists specific deductions for industrial processing, it is highly probably that 

TOMRA requests Treasury to refund sales tax on transactions that TOMRA never remitted to the 

State of Michigan. This situation is exactly why TOMRA, like all Michigan taxpayers, has a 

standing obligation to "keep accurate and complete records necessary for the proper determination of 

tax liability as required by law or rule of the department"· and "maintain a proper record of all 

exempt transactions and provide the records ifrequested by Treasury." MCL 205.28(3); MCL 

205.62(4) 

TOMRA could not substantiate which transactions it treated as exempt during audit, during 

informal conference, and it has failed to do so during litigation. Per TOMRA's record retention 

policy, it is more than likely that TOMRA no longer has the documentation necessary to distinguish 

between transactions that TOMRA remitted 6% sales tax to the State of Michigan. Because TOMRA 

cannot support its tax liability or prove the actual amount it is entitled to recover with documentary 

evidence, the Court must dismiss TOMRA's refund claim. 

III. Even if TOMRA met its burden to show it is entitled to a tax exemption, TOMRA has no 
right to receive the refund because the Sales Tax Act prohibits TOMRA from enriching 
itself from the collection of sales tax from Michigan customers. 

TOMRA's refund is easily denied in Treasury's favor for another reason. Because even 

assuming that TOMRA's sales to Michigan customers were exempt (which they are not for reasons 

discussed infra) and that TOMRA's refund request is accurate (which it is not for reasons discussed 

3 TOMRA alleges that it sold to Spartan Stores under Michigan's sale for resale exemption. 
Complaint ~22. But the amended returns do not include an amount associated with the specific sale 
for resale exemption - See ln. 5a - which further supports the conclusion that TOMRA did not 
identify how much sales tax it collected from Spartan Stores before it calculated the refund amount. 
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supra) TOMRA asks that this Court issue a refund, with interest, of sales tax TOMRA collected from 

customers -with no obligation to pay the amounts back to its customers. Granting this relief would 

enrich TOMRA with its customers' money, and thus violate MCL 205.73(4). 

MCL 205.73(4) provides that "[a] person other than this state may not enrich himself or 

herself or gain any benefit from the collection or payment of the tax." TOMRA would be enriched 

with money that it admits is not its own if this Court granted the requested refund. 

The only lawful remedy would be to require TOMRA first show that it refunded the collected 

sales tax to its Michigan and then Treasury will refund an equal amount to TOMRA if, in fact, 

TOMRA's sales were exempt. This approach would avoid unjust enrichment which is prohibited by 

MCL 205.73(3). The Michigan Tax Tribunal agrees. See Al Serra Chevrolet, Inc v Department of 

Treasury, MTT Docket No. 315295, at p 23, Ex BB, ("to avoid unjust enrichment, [the taxpayer] 

must first show that unlawfully collected sales tax was refunded to its customers prior to a claim for 

refund with [the Department]." The Court of Appeals has suggested the same. MJR Group, LLC v 

Dep 't of Treasury, unpublished opinion per curiam of the Court of Appeals, issued February 25, 2014 

(Docket No. 312745), Ex CC. Other state appellate courts have as well. Milwaukee Safeguard Ins 

Co v Selcke, 324 Ill. App 3d 344, 352, 754 N.E.2d 349, 357, 2001 Ill. App LEXIS 564, 19,257 III. 

Dec. 691, 699 (Ill. App Ct 1st Dist 2001) ( only those who have borne the economic burden of a tax 

may seek a refund). And so has the United States Supreme Court. United States v Jefferson Electric 

Manufacturing Co., 291 US 386, 402; 78 L.Ed 2d 200, 104 S.Ct. 3049 (1984); Anniston Mfg Co v 

Davis, 301 U.S. 337, 348 (1937) ("While the taxpayer was undoubtedly hurt when he paid the tax, if 

he has obtained relief through the shifting ofits burden, he is no longer in a position to claim an 

actual injury and the refusal of a refund .... ") TOMRA's own employees agree that this approach 

would be fair. (Ex DD, Dep Tr H. Spragg, p 28; Ex AA, Dep Tr L. Mailloux, p 37.) However, 

TOMRA has not paid a single refund to any of its customers. (Ex I, Dep Tr A. Hollyer, p 35; Ex AA, 
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Dep Tr L. Mailloux, p 35.) TOMRA also is not under any contracts to refund the collected tax to its 

customers. (Ex B, Matto Dep Tr, p 116.) 

MCL 205 .62( 4) requires TOMRA to "maintain a proper record of all exempt transactions" 

and TOMRA knew as early as December 2011 that would be obligated to refund the collected sales 

tax to its customers if Treasury issue the requested refund. (Ex M, December 14, 2011 Letter, 

("TOMRA understands that all proceeds resulting from the refund claim must be refunded to the 

relevant customers.")) But now, 3 years later, and despite repeated requests, TOMRA has not 

identified how much each customer would be entitled if this Court were to rule in its favor. (Ex B, 

Matto Dep, pp 118-119; Ex AA, Mailloux Dep, p 22.) TOMRA has no procedure in place to deal 

with a $2.4 million refund. (Ex AA, p 37; Ex DD, Spragg Dep at p 32.) And again, as indicated 

above, it is more than likely that TOMRA no longer has the documentation necessary to identify how 

much sales tax it collected from each individual Michigan customer. (Ex. X, Record Retention 

Policy.) 

TOMRA now asks this Court to trust TOMRA with $2.4 million, plus interest, of its 

customer's money. TOMRA's promise that it will takes the necessary steps in the future to refund 

money is insufficient to overcome a complete lack of documentary evidence. See Maiden v 

Rozwood, 461 Mich 109, 121; 597 NW2d 817,824 (1999) ("A reviewing court may not employ a 

standard citing the mere possibility that the claim might be supported by evidence produced at trial. A 

mere promise is insufficient under our court rules."). TOMRA has had ample opportunity to try and 

substantiate the amount of sales tax it collected from each of its Michigan customers and remitted to 

Michigan, but has failed to do so. Accordingly, this Court should deny TOMRA's refund request. 
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IV. The Court must dismiss TOMRA's refund request because TOMRA cannot carry its 
burden to show that the industrial processing exemption exempts all of its sales to 
Michigan customers from Michigan sales tax. 

TOMRA has claimed that its sales of reverse vending machines to Michigan customers are 

exempt under the industrial processing exemption because the reverse vending machines are used in 

an industrial processing activity. This is incorrect and based on an expansive application of the 

industrial processing exemption. 

A. TOMRA has the burden of proving an entitlement to the industrial processing 
exemption. 

Tax exemptions are disfavored, and the burden of proving an entitlement to an exemption is 

on the party claiming the right to the exemption. Andrie Inc v Dep 't of Treasury, 496 Mich 161, 165; 

853 NW2d 310 (2014). According to the Supreme Court, the rules governing the interpretation of tax 

exemptions are that "[ e ]xemptions are never presumed, the burden is on a claimant to establish 

clearly his right to exemption, and an alleged grant of exemption will be strictly construed and cannot 

be made out by inference or implication but must be beyond reasonable doubt." Menard Inc v Dept 

a/Treasury, 302 Mich App 467 (2013) quoting City of Detroit v Detroit Commercial Coll, 322 Mich 

142, 149; 33 NW2d 737 (1948). Thus, the industrial processing exemption only applies to the 

reverse vending machine sales if each amount TOMRA wishes to exempt satisfies the specific, 

plainly expressed requirements in MCL 205.54t "beyond a reasonable doubt." City of Detroit, 32 

Mich at 149. 

B. The plain language of MCL 205.54t dictates that collecting and sorting beverage 
cans and bottles from consumers is not an exempt industrial process. 

The industrial processing exemption exempts from the imposition of sales tax "property sold 

to the following ... (a) an industrial processor for use or consumption in industrial processing." 

MCL 205.54t(l). The 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 
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use in the manufacturing of a product to be ultimately sold at retail or affixed to and made a 
structural part of real estate located in another state. 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." MCL 205.54t(7)(a). · 

And an "industrial processor" is one "who performs the activity" described in that definition. MCL 

205 .54t(7)(b ). 

But the definition of "industrial processing" does not stop there. Rather, in subsections (3), 

( 4 ), ( 5), and ( 6) of the statute, the Legislature identified and adopted 34 specific modifiers identifying 

the activities and property that either do or do not qualify for the exemption. These modifiers 

demarcate the contours of "industrial processing"-regardless of whether the activity satisfies the 

definition of 54t(7)(a). 

The language of MCL 205.940 must be read in context and as a harmonious whole. 

McCahan v Brennan, 492 Mich 730, 739-740; 822 NW2d 747 (2012). And when a general definition 

in a statute conflicts with a specific modifier to that definition, the specific modifier trumps the 

general definition. Evanston YMCA Camp v State Tax Comm 'n, 369 Mich 1, 8; 118 NW2d 818 

(1962). Therefore, as the Court of Appeals has recognized, even if an activity is "industrial 

processing" under that definition, when a specified "exclusion" applies, it will take the activity 

outside of the exemption. Granger Land Dev Co v Dep 't of Treasury, 286 Mich App 601, 608-610; 

780 NW2d 611 (2009) 

Accordingly, meeting the definition of "industrial processing" is only the beginning of the 

analysis. The analysis is not complete until the Court determines whether any of the exclusions 

apply. And if an exclusion applies, then the activity is not "industrial processing." 

MCL 205.54t(6)(a) provides one of the many modifiers identifying the contours of"industrial 

processing .. " The subsection states concisely that "[i]ndustrial processing does not include the 

following activities: ... (a) Purchasing, receiving, or storage of raw materials." (Emphasis supplied.) 
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A plain reading of this section dictates that "receiving" and "storage" together create raw material 

storage. This is consistent with the definition of "industrial processing" as the beginning of industrial 

processing, anything before raw material storage is created is not part of the industrial process. MCL 

205 .54t(7)( a). 

The reverse vending machines that collect returnable beverage cans and bottle from 

consumers are the means by which raw materials are received and then stored. Therefore, the reverse 

vending machines TOMRA sold to its Michigan customers who use that property to receive and store 

raw materials do not qualify for the exemption. 

TOMRA has relied on a different modifier MCL 205.54t(3)(i), to assert that its customer's 

engage in "recycling" when those customers use the reverse vending machines to receive and store 

used beverage containers collected from consumers. MCL 205.54t(3)(i) states that "industrial 

processing includes the following activities: ... (i) Recycling of used materials for ultimate sale at 

retail or reuse." The "recycling" alleged to be engaged in by TOMRA's customers is the collection 

of used beverage cans and bottles from consumers. TOMRA will argue that this fits within the plain 

language of §205.54t(3)(i) and, as ~uch, is industrial processing. But, as indicated above, the 

collection and any sorting of used beverage containers happens during the receipt and before the 

storage of raw, material. Thus, for TOMRA to prevail on that argument, the Court would have to 

render the general definition of industrial processing nugatory because, again, "industrial processing" 

begins after there is raw material storage to remove tangible personal property from. MCL 

205.54t(7)(a). 

CONCLUSION AND RELIEF REQUESTED 

The Court must dismiss the Complaint because TOMRA cannot carry its burden to refute the 

assessment nor prove that it is entitled to a $2,458,452 sales tax refund. TOMRA has had ample 

opportunity during the audit, during the informal conference, and during discovery to show carry its 
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burden with documentary evidence - and has failed to do so. There is no reason to proceed to a trial. 

And the Department is entitled to judgment as a matter of law. Accordingly, the Department requests 

that the Court dismiss the Complaint in its entirety, with prejudice. The Department also requests 

that the Court grant any other relief that it deems equitable. 

Dated: February 18, 2015 

Respectfully submitted, 

Bill Schuette ,-? _,,-,, / 

Attorney ~~l ........ ·--.. ·.,~.~.-·-:,=-·,::·:t·•-~; 

~~;;;~~--
/sck7L. Damich <t~".!fu26) 

Assistant Attorney General 
Attorney for Defendant 
Revenue & Collections Division 
P.O. Box 30754 
Lansing, Michigan 48909 

20 



Mailloux Affidavit

164b

R
E

C
E

IV
E

D
 by M

SC
 7/17/2019 4:29:14 PM

( 

STATE OF MICHIGAN 

COURT OF CLAIMS 

TOMRA OF NORTH AMERICA, INC., 

Plaintiff, 

V 

DEPARTMENT OF TREASURY, 
STATE OF MICHIGAN, 

Defendant. 

JUNE SUMMERS HAAS (P59009) 
DANIEL L. STANLEY (P57052) 
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 Attorney General 
Michigan Department of Attorney General 
Revenue & Collections Division 
Attorneys for Defendant 
P.O. Box 30754 
Lansing, Michigan 48909 
(517) 373-3203 

Docket No. 16-118-MT 

HON. MICHAEL J. TALBOT 

AFFIDAVIT OF LAURA MAILLOUX 

STATE OF CONNECTICUT ) 
)ss. 

COUNTY OF MILFORD ) 

I, Laura Mailloux being duly sworn, depose and make this affidavit upon personal 

knowledge of the matters contained herein. 

22643436.2 
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( 

1. If called upon, I can competently testify to the facts of this affidavit. 

2. I am currently the Director of Shared Financial Services for TOMRA of North 

America, Inc. ("TOMRA"). 

3. As Director of Shared Financial Services, I am responsible for accounts payable, 

accounts receivable, and billing. In the course of performing my duties and responsibilities for 

TOMRA, I am familiar with the business activities of TOMRA in Michigan from March 1, 2011 

through December 31, 2011 tax ("tax periods in issue"). All of the statements below are true and 

correct during the tax periods at issue. 

4. On February 14, 2015 I made and executed an Affidavit (the "February 2015 

Affidavit") in support of TOMRA in the Court of Claims case captioned TOMRA of North 

America, Inc v Dep 't of Treasury, Docket No. 14-91-MT, and consolidated with TOMRA of 

North America, Inc v Dep't of Treasury, Docket No. 14-185-MT. The February 2015 Affidavit 

is attached hereto as Exhibit A. 

5. The February 2015 Affidavit contained factual statements that were true for all 

tax periods in issue in those lawsuits, October 1, 2003 through December 31, 2008. 

6. The facts attested to in the February 2015 Affidavit relating to imposition, 

collection and remittance of Michigan sales tax: in paragraphs 6 through 16 are also true and 

correct for the tax period at issue in the instant matter, March 1, 2011 through December 31, 

2011. 

7. The examples and discussion of transaction processing set forth in paragraph 17 

through 5 8 also apply to similar transactions in 2011. 

8. TOMRA continues to charge its customers sales tax on sales of Container 

Recycling Machines and parts thereto. 

2 
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Further, Affiant sayeth not. 

Dated: l U' 3 __ ,2016 

Subscribed and sworn to before me 
this _J__ day of Oc-1-vbe c , 2016 

Notary Public 
Foir-H.elof_ County, S'hel-/Qn 

My Coq1mission Expires: _____ _ 

22643436.2 

CH~RYL l. GIANGREGORIO 
Notary Ptib1!c. State of Connecmcut 

.Mv. CommiU!on Explrq June 30, 2020 

Laura Mailloux 
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STATE OF MICHIGAN 
COURT OF CLAIMS 

TOMRA OF NORTH AMERICA, INC., 

Plaintiff, 

V 

DEPARTMENT OF TREASURY, 
STATE OF MICHIGAN, 

Defendant. 

JUNE SUMMERS HAAS (P59009) 
BRIANT. QUINN (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 Attorney General 
Michigan Department of Attorney General 
Revenue & Collections Division 
Attorneys for Defendant 
P .0. Box 30754 
Lansing, Michigan 48909 
(517) 373-3203 

DocketNo. 14-91-MT 

HON. MICHAEL J. TALBOT 

Consolidated with Docket No. 
14-185-MT 
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( 

STATE OF CONNETICUT ) 
)ss. 

COUNTY OF MILFORD ) 

I, Laura Mailloux, being duly sworn, depose and make this Affidavit upon personal 

knowledge of the matters contained herein. 

1. If called upon, I can competently testify to the facts of this Affidavit. 

2. I received my degree in accounting from San Diego State University. 

3. I have worked for TOMRA of North America, Inc. ("TOMRA") for 

approximately 15 years. 

4. I am currently the Director of Shared Financial Services for TOMRA. 

5. As Director of Shared Financial Services, I am responsible for accounts payable, 

accounts receivable, and billing. In the course of performing my duties and responsibilities for 

TOMRA, I am familiar with the business activities of TOMRA in Michigan from October 1, 

2003 through December 31, 2008 tax ("tax periods in issue"). All of the statements below are 

true and correct during the tax periods at issue. 

6. TOMRA sells and leases Container Recycling Machines, also known as reverse 

vending machines. 

7. TOMRA also sells parts and supplies for Contained Recycling Machines. 

8. The only items of tangible personal property TOMRA sold or leased in Michigan 

during the tax periods in issue were Container Recycling Machines and parts thereto. 

9. TOMRA also provides service and sells maintenance contracts to its customers 

separate from the sale or lease of Container Recycling Machines. 

10. Under the maintenance contracts, TOMRA will repair a Container Recycling 

Machine if it is not working properly. 

11. During the tax periods m issue, TOMRA charged its Michigan customers 

2 
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( 

Michigan sales tax on the sale or lease of Container Recycling Machines, and TOMRA would 

remit the collected sales tax to Michigan. 

12. For the tax periods in issue, invoices sent to Michigan customers listed not only 

the purchase price of the Container Recycling Machines or parts, or the lease amount, but also 

listed the Michigan sales tax charged to TOMRA's Michigan customers. 

13. During the tax periods in issue, when TOMRA sold a Container Recycling 

Machine, I or my staff would generate an invoice for that sale. The invoice would charge the 

customer the full price of the machine and Michigan sales tax. In generating the invoice for the 

sale of a Container Recycling Machine, I or my staff would, in turn, make an entry to the 

Machine Sales Account in TOMRA's general ledger for the purchase price exclusive of sales tax 

and an entry to the Sales Tax Payable Account in TOMRA' s general ledger for the sales tax on 

the transaction that was charged to TOMRA's customer. 

14. During the tax periods in issue, when TOMRA leased a Container Recycling 

Machine through an operating lease, I or my staff would generate monthly installment payment 

invoices for during the term of the lease. The monthly invoice would charge the monthly lease 

amount for the machine and the Michigan sales tax. In generating a monthly invoice for an 

operating lease of a Container Recycling Machine, I or my staff would, in turn, make an entry to 

the Machine Lease Account in TOMRA's general ledger for the monthly lease payment 

exclusive of sales tax and an entry to the Sales Tax Payable Account in TOMRA' s general ledger 

for the sales tax on the transaction that was charged to TOMRA's customer. 

15. During the tax periods in issue, when TOMRA leased a Container Recycling 

Machine through a capital lease, I or my staff would treat the capital lease like a financed sale of 

a Container Recycling Machine. My staff or I would generate a monthly invoice that would 

3 
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charge the customer the monthly amortized amount of the total of purchase price and Michigan 

sales tax on the full price. For the capital lease of a Container Recycling Machine, I or my staff 

would, in turn, make an entry to the Capital Lease Account in TOMRA's general ledger for the 

monthly lease payment amount, exclusive of sales tax. My staff or I would also make an entry to 

the Sales Tax Payable Account in TOMRA's general ledger for the entire amount of sales tax on 

the entire capital lease. Thus, in the case of a capital lease, all sales tax was recorded and then 

remitted upfront, even though the customer made monthly payments. 

16. Gross sales tax from the Sales Tax Payable Account was then paid to Michigan 

every month during the tax periods in issue. 

17. For example, Wal-Mart was one ofTOMRA's customers during the tax periods in 

issue. 

18. Attached at Tab A (INV0056703 at TOMRAOl 1964) is a correct printout or 

reprint of an invoice TOMRA generated and provided to Wal-Mart in connection with the sale of 

Container Recycling Machine to a Wal-Mart store located in Comstock, Michigan with an 

invoice date of March 31, 2008. 

19. As shown on Tab A, the total amount before tax that TOMRA charged to Wal-

Mart in connection with the sale of Container Recycling Machine was $176,400. 

20. For this transaction between TOMRA and Wal-Mart, $176,400 was booked in 

TOMRA's general ledger to the Accounts Receivable Machine Sales Account. 

21. As shown on Tab A, the total amount of Michigan sales tax TOMRA charged to 

Wal-Mart was $10,404, which is 6% of the total invoice amount ($176,400) less the amount of 

service installation charges ($3,000). 

22. For this transaction between TOMRA and Wal-Mart, $10,404 was booked in 

4 
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TOMRA's general ledger to the appropriate Sales Tax Payable Account. 

23. As shown on Tab A, and for this transaction between TOMRA and Wal-Mart, the 

net total amount TOMRA charged to Wal-Mart for the sale of Container Recycling Machine was 

$186,804 ($176,400 invoice amount plus $10,404 in Michigan sales tax). 

24. Each month during the tax periods in issue, TOMRA would remit to the 

Department the amount shown in TOMRA's Sales Tax Payable Account. 

25. During the tax periods in issue, TOMRA followed this process for each sale or 

lease of a Container Recycling Machine. 

26. During the tax periods in issue, TOMRA would also sell paiis and supplies to its 

customers, as well as provide services. When TOMRA sold a Container Recycling Machine paii, 

I or my staff would generate an invoice for that sale. The invoice would charge the customer the 

full price of the part and Michigan sales tax. In generating the invoice for the sale of a Container 

Recycling Machine part, I or my staff would, in tum, make an entry to the Machine Supply Sales 

Account in TOMRA' s general ledger for the purchase price exclusive of sales tax and an entry to 

the Sales Tax Payable Account in TOMRA's general ledger for the sales ta'<: on the transaction 

that was charged to TOMRA's customer. 

27. For example, Kroger was one of TOMRA's customers during the tax periods in 

issue. 

28. Attached at Tab B (INV0056163 at TOMRA012114) is a correct printout or 

reprint of an invoice TOMRA generated and provided to Kroger in connection with the sale of a 

supply (new lock keys) for a Container Recycling Machine to a Kroger store located in Shelby 

Township, Michigan with an invoice date of March 12, 2008. 

29. As shown on Tab B, the total amount before tax that TOMRA charged to Kroger 

5 
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in connection with the supply sale was $22, of which $12 was for supplies and $10 was for 

service freight. 

30. For this transaction between TOMRA and Kroger, $22 was booked in TOMRA's 

general ledger to the Accounts Receivable Supply Sales Account. 

31. As shown on Tab B, the total amount of Michigan sales tax TOMRA charged to 

Kroger was $.72, which is 6% of the total invoice amount ($22) less the service freight ($10). 

32. For this transaction between TOMRA and Kroger, $.72 was booked in TOMRA's 

general ledger to the appropriate Sales Tax Payable Account. 

33. As shown on Tab B, and for this transaction between TOMRA and Kroger, the 

net total amount TOMRA charged to Kroger for the supply sale was $22. 72 ($22 invoice amount 

plus $.72 in Michigan sales tax). 

34. Each month during the tax periods in issue, TOMRA would remit to the 

Department the amount shown in TOMRA's Sales Tax Payable Account. 

35. During the tax periods in issue, TOMRA followed this process for each part sale. 

36. Attached at Tab C (INV0056505 at TOMRA012115) is a correct printout or 

reprint of an invoice TOMRA generated and provided to Kroger in connection with the sale of a 

part (tipper) for a Container Recycling Machine to a Kroger store located in Imlay City, 

Michigan with an invoice date of March 24, 2008. 

3 7. As shown on Tab C, the total amount before tax that TOMRA charged to Kroger 

in c01mection with the part sale was $370.75, of which $360.75 was for the part and $10 was for 

service freight. 

38. For this transaction between TOMRA and Kroger, $360.75 was booked in 

TOMRA's general ledger to the Accounts Receivable Part Sales Account and $10 was booked in 

(If 
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TOMRA's general ledger to the Accounts Receivable Supply Sales Account. 

39. As shown on Tab C, the total amount of Michigan sales tax TOMRA charged to 

Kroger was $21.65, which is 6% of the total invoice amount ($370.75) less the service freight 

($10). 

40. For this transaction between TOMRA and Kroger, $21.65 was booked m 

TOMRA's general ledger to the appropriate Sales Tax Payable Account. 

41. As shown on Tab C, and for this transaction between TOMRA and Kroger, the 

net total amount TOMRA charged to Kroger for the part sale was $392.40 ($370.75 invoice 

amount plus $21.65 in Michigan sales tax). 

42. Each month during the tax periods in issue, TOMRA would remit to the 

Department the amount shown in TOMRA's Sales Tax Payable Account. 

43. During the tax periods in issue, TOMRA followed this process for each part sale. 

44. Attached at Tab D (INV0056375 at TOMRA012116) is a correct printout or 

reprint of an invoice TOMRA generated and provided to Kroger in connection with the provision 

of service for a Container Recycling Machine to a Kroger store located in Port Huron, Michigan 

with an invoice date of March 17, 2008. 

45. As shown on Tab D, the total amount TOMRA charged to Kroger in connection 

with the provision of service was $15 5. 7 5. 

46. For this transaction between TOMRA and Kroger, $155.75 was booked m 

TOMRA's general ledger to the Service Income Account. 

47. As shown on Tab D, TOMRA did not charge Kroger Michigan sales tax for the 

provision of service. 

48. During the tax periods in issue, TOMRA followed this process for provision of 

7 
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49. Meijer was one ofTOMRA's customers during the tax periods in issue. 

50. Attached at Tab E (INV0055995) is a correct printout or reprint of an invoice 

TOMRA generated and provided to Meijer in connection with the capital lease of Container 

Recycling Machine to Meijer with an invoice date of March 7, 2008. 

51. As shown on Tab E, the total amount before tax that TOMRA charged to Meijer 

was $398,759.90, of which $292,435.32 was for the monthly capital lease, $35,656.50 was for 

maintenance agreement per the capital lease, and $70,668.08 was for the provision of service 

maintenance. 

52. For this transaction between TOMRA and Meijer, $328,091.82 ($292,435.32 plus 

$35,656.50) was booked in TOMRA's general ledger to the Capital Lease Account and 

$70,688.08 was booked in TOMRA's general ledger to the Service Income Account. 

53. As shown on Tab E, the total amount of Michigan sales tax TOMRA charged to 

Meijer was $17,546.12, which is 6% of the total invoice amount ($398,759.90) less the amount 

of service maintenance charges ($70,668.08). 

54. For this transaction between TOMRA and Meijer, $17,546.12 was booked in 

TOMRA's general ledger to the appropriate Sales Tax Payable Account. 

55. As shown on Tab E, and for this transaction between TOMRA and Meijer, the net 

total amount TOMRA charged to Meijer for the lease of Container Recycling Machine and 

service maintenance charges was $416,306.02 ($398,759.90 invoice amount plus $17,546.12 in 

Michigan sales tax). 

56. Attached at Tab F (TOMRA006856-62) is the corresponding spreadsheet for 

Invoice 55995, which breaks down the lease amount and sales tax amount on a per-Meijer store 

8 



Mailloux Affidavit

176b

R
E

C
E

IV
E

D
 by M

SC
 7/17/2019 4:29:14 PM

( 

basis. 

57. Each month during the tax periods in issue, TOMRA would remit to the 

Department the amount shown in TOMRA's Sales Tax Payable Account. 

58. During the tax periods in issue, TOMRA followed this process for each sale or 

lease of a Container Recycling Machine. 

Further, Affiant sayeth not. 

[Remainder of page is intentionally left blank. J 
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Dated: cl\\':\ 2015 

Subscribed and sworn to before me 
this f-/ day of 0+){/<'. .<;,_?(.£2015 

r, ' ,. ---··-, - / 
• I I ' ' 

i'\ i .• • 1 ' , ( l, ,:·c, · j' ,' , I 

·•,-:_..;l!:f/ft/£ o{.. I 1l-·f.A.,,·t/] 
I ._. ; ~ 

N_9tarr ~.ubliJ . 1 • . / 
Vl .. --r::.-,,2'' County, J\J,1::i{J,/ ·lt!/1)-e.-f.L--
y Commission Expires: ______ _ 

16062289.2 
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TOMRA 
PO Box .. 00192 

Pittsburch, PA 15251-0192 

CONFIDENTIAL 
INVOt'.56703 INV0056703 

WALMART 

Wal-Mart Stores, Inc 
Attn: Dept 8056 
1301 SE 10th Street 
Bentonville, AR 72716 

3/31/2008 5/30/20( ~ 

No Sales Person 

T-83 HCp Combi RVM 

T-83 HCp Glass RVM 

T-83 HCp Pallet Frames 

Accounting System 

Installation Charges 

$176,400.00 

$0.00 

INV0056703 

2 

"Jt 

)ii 

P.O. #37269': : 

ea 

ea, 

I[: 

$0.00 

$10,404.00 

W./0056703 

3/31/;_ )08 P.O. #3726915 

$186,804.00 

Wal-Mart Store #5064 
6065 Gull Road 
Comstock, Ml 49048 

Net60 Days 

6.0000 )• 

0.0000 
6.0000 

1.0000 .( 

0.0000 
1.0000 

1.0000 
0.0000 
1.0000 

1.0000 
0.0000 
1.0000 

1.0000 
0.0000 
1.0000 ·i\ 

PLACE OF ORIGIN 

$23,000.00 
$0.00 

$138,000.00 

$18,500.00 
$0.00 

$18,500.00 

$14,400.00 
$0.00 

$14,400.00 

$2,500.00 
$0.00 

$2,500.00 

$3,000.00 
$0.00 

$3,000.00 

$186,804.00 

$0.00 

$186,804.00 

TOMRA01 '1964 
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TOMRA 

PO Box 200192 

Pittsburgh, PA 15251-0192 

KROGER MICHIGAN 

4111 EXECUTIVE PKY 

WESTERVILLE, OH 43081 

3/12/2008 

DEBBIE HALL 

4/11/2008 

NEW LOCK KEYS 

FREIGHT 

INV0056163 

$22.00 

$0.00 

8006213 

CONFIDENTIAL 
INV0056163 INV0056163 

KROGER 

8006213 

INV0056163 

$0.00 

$0.72 

3/12/2008 

KROGER #654 SHELBY TWP 

8260 23 MILE ROAD 

SHELBY TWP, Ml 48316 

KROGER #654 SHELBY TWP 

$22.72 

Net 30 Days 

6.0000 
0.0000 
6.0000 

1.0000 
0.0000 
1.0000 

PLACE OF ORIGIN 

$22.72 

$2.00 
$0.00 

$12.00 

$10.00 
$0.00 

$10.00 

$0.00 

$22.72 

TOMRA012114 
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TOMRA 

PO Box 200192 

Pittsburgh, PA 15251-0192 

KROGER MICHIGAN 

4111 EXECUTIVE PKY 

WESTERVILLE, OH 43081 

3/24/2008 4/23/2008 

DEBBIE HALL 

TIPPER 

FREIGHT 

8006414 

( 

( 

CONFIDENTIAL 
1NV0056505 

3/24/2008 

KROGER 465 

1821 S CEDAR 

INV0056505 

KROGER 

8006414 

$392.40 

IMLAY CITY, Ml 48444 

$0.00 

$21.65 

Net 30 Days 

1.0000 
0.0000 
1.0000 

1.0000 
0.0000 
1.0000 

PLACE OF ORIGIN 

$360.75 
$0.00 

$360.75 

$10.00 
$0.00 

$10.00 

$392.40 $370.75 

$0.00 

INV0056505 INV0056505 

$0.00 

$392.40 

TOMRA012115 
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TOMRA 

PO Box 200192 

Pittsburgh, PA 15251-0192 

KROGER MICHIGAN 

4111 EXECUTIVE PKY 

WESTERVILLE, OH 43081 

3/17/2008 

DEBBIE HALL 

4/16/2008 

SVC LAB @ 101.80 /HR 

1262289 2/13/08 

ZONE B MILES (FEB NUISANCE CALL) 

CONFIDENTIAL 
INV0056375 

3/17/2008 

/ 

( 

KROGER #715 

INV0056375 

KROGER 

1262289 2/13/08 

1215 24TH STREET 

PORT HURON, Ml 48060 

Net 30 Days 

$155.75 

PLACE OF ORIGIN 

$0.00 

$0.00 

0.7500 
0.0000 
0.7500 

1.0000 
0.0000 
1.0000 

$155.75 

$101.80 
$0.00 

$76.35 

$79.40 
$0.00 

$79.40 

$155.75 

$0.00 

INV0056375 INV0056375 

$0.00 

$155.75 

TOMRA012116 
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TOMRA 
PO Box 200192 

Pittsburgh, PA 15251-0192 

MEIJER INC. 

ATTN: ACCOUNTS PAYABLE 

PO BOX 1610 

GRAND RAPIDS, Ml 49501-

3/7/2008 4/6/2008 

DEBBIE HALL 

MONTHLY CAP LEASE 

MAINTENANCE TO 1620 

MAINTENANCE TO 4670 

$398,759.90 

$0.00 

INV0055995 

P.O. #E552579 

$0.00 

$17,546.12 

INV0055995 

( 

( 

INV0055995 

3/7/2008 

Net 30 Days 

1.0000 
0.0000 
1.0000 

1.0000 
0.0000 
1.0000 

1.0000 
0.0000 
1.0000 

INV0055995 

MEIJER 

P.O. #E552579 

$416,306.02 

PLACE OF ORIGIN 

$416,306.02 

$0.00 

$416,306.02 

$292,435.32 
$0.00 

$292,435.32 

$35,656.50 
$0.00 

$35,656.50 

$70,668.08 
$0.00 

$70,668.08 
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·lv.IoNft,HLY CAPITALliiEASE IN¥.0ICE M:AR<;,;H~20.08) 
,,,, l ~,.,,. .. .,: , .. ,11:.: . .. ~.. ·:. '·. • " ;,, .:.. . . . . . ·. • . . • . • • •.. 

/s·qc? 
/ ;iJ V Bill To: Meijer Inc. 

:::>· (1 
Attn: Accounts Payable 
P.O. Box 1610 
Grand Rapids, Ml 49501 

Terms: 3.0 Days 
Remit To: TOMRA Processing Center P.O. Box 8500-7200 Philadelphia, PA 19178-7200 

,...--, 
,---.... 1, 

Rental Rental Rental Monthly Store 
Store#: Location: Beah, Date: End.Date: Amount: Tax: Total: Total: 

11 Grand Rapids 4/1/2006 3/1/2011 1,049.56 42:97 1,092.53 
11 Grancj Rapids 11/1/2006 10/1/2011 3,163.35 139.80 3,303.15 4,395.68 
12 Grand Rapids 3/1/2006 2/1/2011 544.04 22.64 566.68 
12 Gn~nd Rapids 12/1/2007 11/$0/20'12 505.67 20.34 526.01 
12 Grand Rapids 11/1/2006 10/1/2011 3.796.D2 167.76 3,963.78 5,056 .. 47 
16 Battle Creek 3/1/200$ 2/1/2011 544.04 22.64 566.68 
16 Battle Creek 12/1/2006 11/1/2011 3,163.35 139.80 3,303.15 3,869.83 
19 Muskegon 2/1/2006 1/1/2011 544.04 22.64 566.68 
19 Muskegon 12/1/2006 i 1/1/2011 4,428.69 195.72 4,624.41 5;191.09 
20 Grand Rapids 8/1/2006 7/1/2011 1,049.56 42.97 1,092.53 
20 Grand Rapids 8/1/2006 7/1/2011 4,428.69 195.72 4,624.41 5,716.94 
21 Kalam1;1200 3/1/2006 2/1/2011 1,049.56 42.97 1,09~.53 ~,. 

21 Kalamazoo 9/1/2006 8/1/2011 3,796.02 167.76 3,96~:78 5,056.31 ', 

22 Kalamazoo 9/1/2006 8/1/2011 934.00 36.04 970.04 
22 Kalamazoo 9/1/2006 8/1/2011 3,79.6.02 167.76 3,963.78 4,933.82 

23 Lansing 4/1/2006 3/1/2011 1,049.56 42.97 1,092.53 
23 Lansing 1/1/2007 12/1/2011 3,163.35 139.80 3,303.15 4,395.68 
24 Lansing 4/1/2006 3/1/2011 1,049.56 42.97 1,092.'53 

-l 24 Lansing 10/1/2006 9/1/2011 3,163.35 139.80 3,303.15 4,395.68 0 
s: 25 Okernos 2/1/2006 1j1/2011 544.04 22.64 566.68 
~ 
0 25 Okemos 10/1/2006 9/i/2011 467.00 18.02 485.02 
0 
0) 25 Okemos 10/1/2006 9/1/2011 4,428.69 195.72 4,624A1 5,676: i 1 CX> 

"' 0) 
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26 Jenison 5/1/2006 4/1/2011 1,049.56 42.97 1,092.53 
26 Jenison 9/1/2006 8/1/2011 3,163.35 139.80 3,303.15 4,395.68 27 Ypsilanti 3/1/2006 2/1/2011 1,049.56 42.97 1,092.53 
27 Ypsilanti 12/1/2006 11/1/2011 3,163.35 139.80 3,303.15 4,395.68 
28 Flint 1/1/2006 12/1/2010 519.45 22.64 542.09 
28 Flint 11/1/2006 10/1/2011 3,796.02 1$7.76 3,963.7$ 4,505.87 
29 Flint 1/1/2006 12/31/2010 544.04 22.64 5.66.68 
29 Flint 11/1/2006 10/31/2011 3,163.35 139.80 3,303.15 3,869.83 
30 Ja_ckson 2/1/2006 1/31/2011 544.04 22.64 566.68 
30 Jackson 1/1/2008 12/31/2012 505.67 20.34 526.01 '~-·•,, 

30 Jackson 9/1/2006 8/31/2011 3,796.02 167.76 3,963.78 5,056.47 
32 Canton 3/1/2006 2/28/2011 544.04 22.64 566.$8 
32 Canton 1/1/2008 12/31/2012 505.67 20.34 526.01 
32 Canton 9/1/2006 8/31/2011 3,796.02 187.76 3,963.78 5,056:47 
33 Traverse City 3/1/2006 2/28/2011 1,049.56 42.97 1,092.53 
33 Traverse City 10/1/2006 9/30/2011 4,428.69 195.72 4,624.41 5,716:94 
34 Royal Oak 4/1/2006 3/31/2011 1,049.56 42.97 1,092.53 
34 Royal Oak 1/1/2007 12/31/2011 3,163.35 139.80 3,303.15 4,395.68 
35 Taylor 3/1/2006 2/28/2011 544.04 22.64 566.68 
35 Taylor 10/1/2007 9/30/2012 572:66 24.36 597.02 
35 Taylor 1/1/2007 12/31/2011 3,796.02 167.76 3,963,78 5,127.48 
36 Wyoming 2/1/2006 1/31/2011 544.04 22.64 566.68 
36 Wyoming 12/1/2007 11/30/2012 505.67 20.34 526.01 
36 Wyoming 9/1/2006 8/31/2011 4,428.69 195.72 4,624.41 5,717.10 
41 Benton Harbor 3/1/2006 2/28/2011 544.04 22.64 566.68 
41 Benton Harbor 12/1/2007 11/30/2012 505.67 20.34 526.01 
41 Benton Harbor 12/1/2006 11/30/201 i 3,163.35 139.80 3,303.15 4,395,84 
42 Saginaw 3/1/2006 2/28/2011 1,049.56 42.97 1,0fi2~53 
42 Saginaw 8/1/2006 7/31/2011 3,163.35 139.80 3·;303.15 4,395.68 
43 Saginaw 3/1/2006 2/28/2011 544.04 22.64 566.68 
43 Saginaw 8/1/2006 7/31/2011 3,796.02 167.76 3,963.78 4,530.46 
4.4 Flint 1/1/2006 12/31/2010 544.04 22.64 566,68 
44 Flint 1/1/2008 12/31/2012 505.67 20.34 526.01 

~ 44 Flint 10/1/2006 9/30/2011 3,796.02 167.76 3,963.78 5,05\3.47 0 45 Adrian 12/1/2005 1 'l/30/2010 544.04 22.64 566,68 s:: 

~ 45 Adrian 12/1/2006 11/30/2011 3,796'.02 167.76 3,963.78 4,530.46 
0 46 Brighton 1/1/2006 12/31/2010 544.04: 22.64 566.68 0, 
0, 
(J1 ..., 
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46 Brighton 11/1/2007 10/31/2012 515.34 20.92 536.26 
46 Brighton 1/1/2007 12/1/2011 3,796.02 167.76 3,963.78 5,066.72 47 Holland 4/1/2006 3/31/2011 1,049.56 42.97 1,092.53 
47 Holland 11/1/2006 10/31/2011 3,796.02 167.76 3,963.78 5,056.31 48 Bay City 7/1/2005 6/30/2009 558.71 25.00 583.71 
48 Bay City 11/1/2006 10/31/2011 3,796.02 167.76 3,963.78 4,547.49 50 Grand Rapids 4/1/2006 3/31/2011 1,049.56 42.97 1,092.,53 
50 ~ranq Rapids 9/1/2006 8/31/2011 3,163.35 139.80 3,303.15 4,395.68 52 East Lansing 2/1/2006 1/31/2011 544.04 22.64 566,68 
52 East Lansing 7/1/2006 6/30/2011 3,767.75 166.06 3,933.81 4,500.50 ,.--...,_ 
53 Waterford 1/1/2006 12/31/2010 544.04 22.64 56.6.68 
53 Waterford 11/1/2007 10/31/2012 515.34 20.92 536.26 
53 Waterford 1/1/2007 12/31/2011 3,796.02 167.76 3;$63.78 5,066.72 
54 Northville 1/1/2006 12/31/2010 544.04 22.64 566.68 
54 Northville 1/1/2007 12/31/2011 3,796.02 167.76 3,963.78 4,530.46 
55 Sterling Heights 3/1/2006 2128/2011 544.04 22.64 566:68 
55 Sterling Heights 1/1/2008 12/31/2012 505.67 20 .. 34 526.01 
55 Sterling Heights 8/1/2006 7/1/2011 3,796.02 167.76 3,963.78 5,056.47 
56 Jackson 2/1/2006 1/31/2011 544.04 22.64 566.68 
56 Jackson 11/1{2007 10/31/2012 515.34 20.92 536.26 
56 Jackson 12/1/2006 11/30/2011 4,428.69 195.72 4,624.41 5;727.35 
57 Rochester 4/1/2006 3/31/2011 1,049.56 42.97 1,092.53 
57 Rochester 1/1/2007 12/31 /20.11 3,163.35 139.8.0 3,303.15 4;395.68 
63 Roseville 3/1/2006 2/28/2011 544.04 22.64 566.68 
63 Roseville 10/1(2007 9/30/2012 572.66 24.36 597.02 
63 Roseville 12/1/2006 11/30/2011 3,796.02 i67.76 3,963.78 5,127.48 
64 Ann Arbor 3/1/2006 2/28/2011 1,049.56 42.97 1,092.53 -- /'""'",, 
64 Ann Arbor 1/1/2007 12/31/2011 3,163.35 139.80 3,303.15 4,395.68 
65 Utica 3/1/2006 2/28/2011 544.04 22.64 566.68 
65 Utica. 10/112007 9/30/2012 572.66 24.36 597,02 
65 Utica 1/1/2007 12/31/2011 3,796.02 167.76 3,963;78 5,127.48 
67 Monroe 3/1/2006 2/28/2011 544.04 22.64 566.68 
67 Monroe 8/1/2006 7/31/2011 3,630.35 157.82 3,788.17 

-I 67 Monroe 9/1/2006 8/3112011 1,265 .. 34 55.92 1,321.26 5;676.11 0 68 Westl.and 3/1/2006 2/28/2011 1,049,56 42 .. 97 1,092-53 s: 
?; 68 Westland 11/1/2007 10/31/2012 643. i7 28.59 671.76 0 
0 68 Westland 10/1/2006 9/30/20i1 3,163.35 139.80 3,303. i5 5,067.44 O> 
0) 

°' 0) 
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69 Mt. Pleasant 3/1/2006 2/28/2011 1,049.56 42.97 1,092.53 
69 Mt. Pleasant 8/1/2006 7/31/2011 4,428.6£:) 195.72 4,624.4.1 5,716.94 
70 Woodhaven 3/1/2006 2/2812011 544.04 22.64 566.68 
70 Woodhaven 12/1/2007 11/30/2012 505.67 20.34 526.01 
70 Woodhaven 1/1/2007 12/31/2011 3,796.02 167.76 3,963.78 5,056.47 
71 Muskegon 3/1/2006 2/28/2011 544.04 22.64 566.68 
71 Muskegon 1/1/20.07 12/31/2011 3,796.02 167.76 3,963.78 4,530.46 
72 BeHeville 3/1/2006 2/28/2011 1,049.56 42.9.7 1,092.53 
72 Bel!evifle 12/1/2006 11/30/2011 3,796.02 167.76 3,963.78 5,056.31 
105 Chesterfield 3/1/2006 2/28/201 i 1,049,56 45.46 1,095.02 
105 Chesterfield 1/1(.2007 12/3112011 3,163.35 139.80. 3,303.15 4,398.17 

,,.. .... \ 
108 Midland 3/1/2006 2/28/2011 1,049.56 42.97 1,092.53 
108 Midland 10/1/2006 9/30/2011 3,163.35 139.80 3,303.15 4,395.68 
109 Commerce 1/1/2006 12/31/2010 544.04 22.64. 566.68 
109 Commerce 12/1/2006 11/30/2011 3,796;02 167.76 3;963.78 4,530.46 
113 Corunna 1/1/2006 12/31/2010 544.04 22.64 566.68 
113 Corunna 9/1/2007 8/31/2012 659.66 29.58 689.24 
113 Corunna 11/1/2006 10/31/2011 3,796.02 167.76 3;963.78 5,219.70 
119 Kalamazoo 11/1/2006 10/31/2011 1,050.01 43.00 1,093.01 
119 Kalamazoo 9/1/2006 8/31/2011 3,796.02 167.76 3,963.78 5;056.79 
122 Wixom 1/1/2006 12/31/2010 544.04 22.64 5($6.68 
122 Wixom 10/1/2006 9/30/2011 3,'!63.35 139.80 3,303.15 3,869,83 
123 Southgate 6/1/2005 5/31/2009 3,709,06 171.39 3,880.45 
12'3 Southgate 3/1/2006 2/28/2011 544.04 22.64 566.68 4A47.13 
140 Lapeer 11/1/2006 10/31/2011 544.04 22.64 566.68 
140 Lapeer 11/112006 10/31/2011 3,796.02 167.76 3,963.78 
140 Lapeer 3/i/2007 2/28/2012 602.34 26.14 628.48 5,158.94 

Fraser 22.64 666.68 
.~ .... ~ ,~-, 145 3/1/2006 2/28/2011 544.04 

145 Fraser 10/1/2006 9/30/2011 3,796.02 167.76 3;963.78 4,530.46 
158 Grand Rapids 3/1/2006 2/28/2011 1,049,56 42.97 1,092:53 
158 Grand Rapids 11/1/2007 10/31/2012 653,30 29.20 $82.50 
158 Grand Rapids 9/1/2006 8/31/2011 3,163.35 139.80 3,:303, 15 5,078.18 
163 Port Huron 3/112006 2/28/2011 544.04 22.64 566.68 

-; 163 Port Huron 11/1/2006 10/31/2011 3,796.02 167.76 3,963.78 4,530.46 0 171 Cadillac 3/1/2006 2/28/2011 544.04 22.64 566.68 :s:: 
~ 171 Cadillac 1/1/2007 12/31/2011 3,796.02 167.76 3,$63.78 4,530.46 0 
0 172 Howell 1/1/2006 12/31/2010 544.04 22.64 566.68 0, 
0, 

"' (0 
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172 Howell 11/1/2007 10/31/2012 515.34 20.92 536.26 
172 Howell 1/1/2007 12/31/2011 3,796.02 167.76 3,963.78 5,066.72 173 Ann Arbor 1/1/2006 12/31/2010 2,592.03 115.52 2,707.55 
173 Ann Arbor 1/1/2006 12/31/2010 544;04 22.64 566.68 3,274.23 174 Mason 3/1/2006 2/28/2011 1,049.56 42.97 1,092.53 
174 Mason 10/1/2006 9/30/2011 3,163.35 139.80 3,303 .. 15 4,395.68 175 Three Rivers 10/1/2004 9/1/3008 3,709.06 171.39 3,1.?80.45 
175 Three Rivers 4/1/2006 3/31/2011 1,048.56 42.97 1,092.53 4;972.89 
177 Washington TWP 1/1/200$ 12/31/2010 3,868.71 172.12 4,.040.83 
177 Washington TWP 12/1/2007 11/30/2012 505.67 20.34 526.01 ,...---.._\ 177 Washington TWP 1/1/2006 12/31/2010 544.04 22.64 566.68 5,133.52 
179 Coldwater 3/1/2006 2/28/2011 544.04 22 .. 64 566.68 
178 Coldwater 3/1/2006 2/28/2011 1,953.69 87.22 2,040.91 2,607.59 
180 Grand Haven 3/1/2006 2/28/2011 544.04 22.64 566.68 
180 Grand Haven 1/1/2007 12/31/2011 3,796.02 167.76 3,963.78 4;530.46 
185 Auburn Hills 1/1/2006 12/31/2010 3,230.37 143.82 3,374.19 
185 Auburn Hills 11/1/2007 10/31/2012 515.34 20.92 53.6.26 
185 Auburn Hills 1/1/2006 12/31/2010 544.04 22.64 5613.68 4,477.13 
187 Bay City 3/1/2006 2/28/2011 2,592.03 115.52 2,707.55 
187 Bay City 3/"!/2006 2/28/2011 544.04 22.64 566.68 3,274.23 
188 Livonia 1/1/2006 12/31/2010 544.04 22.64 566.68 
188 Livonia 1/1/2006 12/31/2010 2,592.03 115.52 2,707:55 3;274.23 
191 Plainwell 3/1/2006 2/28/2011 544.04 22.64 56q.68 
191 Plainwell 3/1/2006 2/28/2011 1,953.69 87.22 2,040.91 2,607.59 
193 Ludington 3/1/2006 2/28/2011 544.04 22.64 566.68 
193 Ludington 3/1/2006 2/28/2011 1,953:69 87.22 2,040.91 2,607.59 
194 Charlotte 10/1/2004 9/30/2008 2,532.92 117.88 2,650.80 --~ 194 Charlotte 4/1/2006 3/31/2011 544.04 22.64 566.68 3,217.48 
195 Battle Creek 2/1/2006 1/31/2011 544.04 22.64 566.68 
195 Battle Creek 2/1/2006 1/31/2011 3,230.37 143.82 3,374.19 3;940 .. 87 
196 Portage 11/1/2005 10/31/.2010 544.04 22.64 566.68 
196 Portage 11/1/2005 10/31/2010 3,230,37 143.82 3,374.19 3,940.87 
197 Oxford 1/1/2006 12/3i/20i0 544.04 22.64 566.68 

-I 197 Oxford 11/1/2007 10/31/2012 515.34 20.92 536.26 0 
i97 Oxford 1/1/2006 12/31/2010 2,592.03 115.52 2,707.55 3,810.49 s: 

~ 199 Caledonia 2/1/2005 i/31/2009 558.?i 25.00 583.71 0 
0 199 Caledonia 2/1/2005 1/31/2009 3,098.40 143.28 3,241.68 3,825.39 
0, 
0) 
0, 
a 
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201 Greenville 11/1/2005 10/31/2010 471.67 28.30 499.97 
201 Greenville 11/1/2005 10/31/2010 544.04 22.64 566.68 201 Greenville 12/1/2006 11/30/2011 2,697.35 111.84 2;809.19 3,875.84 203 Big Rapids 2/1/2006 1/31/2011 544.04 22.64 566.68 203 Big Rapids 211/2006 1/31/2011 2,592.03 115.52 2,707.55 3,274.23 205 Lowell 2/1/2006 1/31/2011 544.04 22.64 $66.68 205 Lowell 2/1/2006 1/31/2011 2,592.03 115.52 2,707.55 3,274.23 208 Lincoln Park 9/1/2004 8/31/2008 1,035.48 45.08 1,080.56 208 Linc;oln Park. 9/1/2004 8/31/2008 3,098.40 143.28 3,241.68 4,322i24 209 DeWitt 2/1/2007 1/31/2012 776.36 36.58 812.94 .--..... 209 DeWitt 2/1/2007 1/31/2012 3,236.10 144.17 3,380.27 4,193.21 210 Grand Ledge 2/1/2006 1/31/2011 544.04 22.64 566:68 
210 Grand Led9e 2/1/2006 1/31/2011 3,702.04 172.12 3,874.16 4,440.fl4 216 Walker 2/1/2005 1/31/2009 558.71 25.00 583.71 
216 Walker 2/1/2005 1/31_/2009 3,098.40 143.28 3,241.68 
216 Walker 11/1/2006 10/31/2011 544.()4 22.64 566.68 4,392.07 
2.17 Holland 2/1/2005 1/31/2009 5.58.7'1 25.00 583;71 
217 Holland 2/1/2005 1/31/2009 3,098.40 143.28 3,241.68 3,825.39 
221 Grandville 11/1/2005 10/31/2010 544.04 22.64 566.68 
221 Grandville 11/1/2005 10/31/2010 3,230:37 143.82 3,374.19 3,940.87 
222 Madison Heights 2/1/2006 1/31/2010 544.04 22.64 566.68 
222 Madison Heights 2/1/2006 1/31/2010 3,868; 71 167.37 4,036.08 4,602.76 
226 Rdckford 7/1/2004 6/30/2008 869.32 35.11 904.43 
226 Rockford 7/1/2004 6/30/2008 3,663.90 168.69 3,832.59 4,737.01 
227 White Lake 2/1/2005 1/31/2009 558.71 25.60 584:31 
227 White Lake 2/1/2009 1/31/2009 3,098,'84 143.28 3,242.12 3,826.43 
229 Marysville 3/1/2005 2/28/2009 558.71 25.60 584.31 ,-,, 
229 Marysville 3/1/2005 2/28/2009 3,098.40 143.28 3,241.68 3,825.99 
231 Southfield 3/1/2005 2/28/2009 558.71 25.60 5.84.31 
231 Southfield 3/1/2005 2/28/2009 3,098.40 143.28 3;241,68 .3,825.99 
232 Fruitport 2/1/2006 1/31/2011 544.04 22.64 566.68 
232 Fruitport 2/1/2006 1/31/2011 3,230.37 143.82 3,374:19 3,940.87 
233 Allen Park 2/1/2007 1/31/2012 776.36 3.6.58 812.!H 

-; 233 Allen Park 2/1/2007 1/31/2012 3,236.10 144.17 3,380.27 4,193.21 0 237 Warren 12/1/2006 11/3D/2011 776.36 36.58 812.94 s: 
~ 237 Warren 12/1/2006 11/30/2011 3,163.35 139.80 3;303;i5 4,116.09 0 
0 242 New Hc,1ven 7/1/2007 6/30/2012 4,10.:Z.31 i89.79 4,292.10 4,292.10 
0, 
a, 

~ 
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cl 
;;: 

~ 
0 
0, 

8'i 
"' 

303 
303 
312 

Total: 

Ionia 
Ionia 
Grand Rapids 

6/1/2005 
6/1/2005 
2/1/2008 

5/31/2009 
5/31/2009 
1/31/2013 

558.71 
3,098.40 
4,735.34 

25.60 
143.28 
210.47 

398,7§9.9.0 17,546.12 

584.31 
3,241.68 
4,945.81 

416,306.02 

3,825.99 
4,945.81 

416,306.02 

,, ..... ...,, 

·-·,, 



Louis Padnos Iron & Metal Co 

196b

R
E

C
E

IV
E

D
 by M

SC
 7/17/2019 4:29:14 PM



Louis Padnos Iron & Metal Co 

197b

R
E

C
E

IV
E

D
 by M

SC
 7/17/2019 4:29:14 PM



Louis Padnos Iron & Metal Co 

198b

R
E

C
E

IV
E

D
 by M

SC
 7/17/2019 4:29:14 PM



Louis Padnos Iron & Metal Co 

199b

R
E

C
E

IV
E

D
 by M

SC
 7/17/2019 4:29:14 PM



Louis Padnos Iron & Metal Co 

200b

R
E

C
E

IV
E

D
 by M

SC
 7/17/2019 4:29:14 PM



Louis Padnos Iron & Metal Co 

201b

R
E

C
E

IV
E

D
 by M

SC
 7/17/2019 4:29:14 PM



Louis Padnos Iron & Metal Co 

202b

R
E

C
E

IV
E

D
 by M

SC
 7/17/2019 4:29:14 PM



Louis Padnos Iron & Metal Co 

203b

R
E

C
E

IV
E

D
 by M

SC
 7/17/2019 4:29:14 PM



Page 1 of 14 sb544etal./9900

SBT PHASE-OUT/SALES & S.B. 544, H.B. 4744, 4745, & 4586:ENROLLED ANALYSIS
USE TAX APPORT.

Senate Bill 544 (as enrolled) PUBLIC ACT 116 of 1999
House Bill 4744 (as enrolled) PUBLIC ACT 117 of 1999
House Bill 4745 (as enrolled) PUBLIC ACT 115 of 1999
House Bill 4586 (as enrolled) PUBLIC ACT 70 of 1999
Sponsor:  Senator Mike Rogers (Senate Bill 544)

           Representative Nancy Cassis (House Bill 4744 & 4745)
           Representative Rick Johnson (House Bill 4586)

Senate Committee:  Finance
House Committee:  Tax Policy

Date Completed:  7-19-99

RATIONALE

The State’s primary tax on business is prescribed in possible for a multistate company not to make any
the Single Business Tax (SBT) Act, which has been new purchases of tangible assets in Michigan but still
in effect since 1976.  The tax replaced seven receive a CAD.  It was also possible for a multistate
business taxes that were in effect at the time.  It was, business that made substantial new physical
and has remained, unique among the states in terms investments in Michigan to receive a CAD that was
of its approach toward business taxation.  The SBT is less than its total investments in Michigan.  To
considered a value-added tax because it imposes tax provide an incentive for investment in the State, the
on value added to products at each step of Act was amended to make the CAD available only for
production and distribution; that is, it attempts to capital investments made in Michigan.  The CAD has
measure a firm’s business activity, and tax that been the subject of several court challenges through
activity, rather than simply tax a firm’s profits or the years by out-of-State firms that claimed that the
receipts as is common in other states. SBT unfairly burdened them compared with in-State

Even though the SBT has been modified substantially U.S. Constitution.  Reportedly, the new CAD has
over the years, since its inception it has generated generated new challenges in court.  It has been
widespread complaints from members of the suggested that the CAD be eliminated in favor of an
business community.  Many have long contended investment tax credit that is used in several other
that it is unfair to tax a business on activity rather states.
than profit, and that including such expenses as
health care, other benefits, and wages in a In another matter involving business taxation, the
business’s tax base discourages hiring new Michigan Supreme Court recently let stand a
employees.  Others have complained that the tax
causes a high tax burden for Michigan businesses
compared with the taxation of businesses in other
states.  Some people believe that further
modifications to the SBT Act would never completely
remove the problems that it has caused for business,
and the tax therefore should be entirely phased out.

Further, although the Act’s capital acquisition
deduction (CAD) was designed to provide tax relief to
business, it too has been subject to challenges and
changes.  Prior to 1995, the CAD allowed a business
to calculate the total cost of all its purchases of
tangible assets, both in and out of Michigan during
the tax year, and then apportion this amount between
Michigan and elsewhere using the same factors used
to apportion its tax base (property, payroll, and
sales).  The apportioned amount was then subtracted
from the firm’s Michigan tax base to arrive at its
adjusted tax base.  Under this provision, it was

firms, and thus violated the Commerce Clause of the

Michigan Court of Appeals decision (Michigan Bell
Telephone v Department of Treasury, 229 Mich
App229 (1998)) that concluded that the Use Tax Act
did not require a taxpayer to apportion the use of
equipment or other purchases between exempt and
nonexempt uses.  The Court of Appeals ruled that
Michigan Bell was entitled to a full use tax exemption
for purchases of equipment, even though a portion of
the equipment was used for nonexempt purposes.
For many years, the Department has required
businesses remitting use taxes and sales taxes to
apportion the applicable tax between exempt and
nonexempt uses.  It has been suggested that the
sales and use tax statutes be amended to authorize
apportionment and thus codify what has been the
Department’s long-standing policy.

CONTENT

House Bill 4745 amended the Single Business
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Tax Act to reduce the tax rate by .1% per year
under certain conditions; repeal the tax if the tax
rate is reduced to 0.0%; replace the capital
acquisition deduction with an investment tax
credit; prescribe the tax base of a foreign person;
and allow a corporation that restructured after
1998, and no longer is a member of an affiliated
group, to calculate its apportionment sales factor
for five years under certain circumstances.
Senate Bill 544 amended the General Sales Tax
Act and House Bill 4744 amended the Use Tax Act
to specify that exemptions allowed under the Under the formula, A, B, and C represent the costs
Acts are to be apportioned based upon exempt
use versus total use; revise and expand the
industrial processing exemption; prescribe the
application of the taxes to telecommunications
equipment; revise the sales and use tax
exemption for nonprofit hospitals; create an
extracting operations exemption; create a bad
debt deduction;  provide for the direct payment of
the use tax to the Department of Treasury; and
expand and extend the sales tax exemption for
rolling stock.  House Bill 4586 amended the Use
Tax Act to reinstate the use tax exemption for
rolling stock.

The bills were tie-barred to each other.

House Bill 4745

SBT Reduction

Currently, the SBT rate is 2.3% of the adjusted tax
base of every person with business activity in the
State.  The bill provides that beginning January 1,
1999, the tax rate will be reduced by .1% each
January 1 if the Comprehensive Annual Financial
Report for a State fiscal year (published pursuant to
the Management and Budget Act) reports an ending
balance of more than $250 million in the
Countercyclical Budget and Economic Stabilization
Fund for that fiscal year.  The Department of
Treasury must annualize the rate as necessary, and
the applicable annualized rate will be imposed.

Investment Tax Credit

Currently, the CAD generally allows a taxpayer, after
allocation or apportionment, to deduct the amount
paid or accrued in a taxable year for tangible assets
that are (or under the Internal Revenue Code will
become) eligible for depreciation for Federal income
tax purposes, provided that the assets are located in
Michigan for use in a business activity in this State.
Under the bill, the current provisions apply to tax
years beginning before January 1, 2000; for tax years
after 1999, a taxpayer may claim an investment tax
credit (ITC) for a percentage of the costs paid or
accrued in a taxable year for tangible assets
physically located in Michigan.  

The bill contains language that prescribes the
calculation of the investment tax credit.  Essentially
the credit will equal a percentage of the amount a
firm invests in tangible assets in Michigan, for a tax
year beginning after December 31, 1999; for
subsequent tax years the percentage will be reduced
each year the tax rate is reduced.  The ITC will be
calculated as follows: 

(Current Year Tax Rate x .85%) x ([A+B+C] - [D+E+F])
                      2.3%

paid or accrued in a taxable year for tangible assets
and mobile tangible assets as provided in the bill; D,
E, and F represent the gross proceeds of the sale or
other disposition of assets A, B, and C, and the
transfer out of State of those assets that are not
mobile tangible assets.

If the ITC for a tax year is determined to be negative,
the absolute value of the amount must be added to
the taxpayer’s tax liability.  If the credit for a tax year
and any unused carryforward of the credit exceed the
tax liability of the taxpayer for the tax year, the excess
may not be refunded, but may be carried forward as
an offset to the tax liability in nine subsequent tax
years or until the excess credit is used up, whichever
occurs first.  The ITC must be taken before any other
credit under the Act.  The credits under other
provisions of the Act must be calculated using the tax
liability after the calculation of the investment tax
credit and, to the extent provided by law, after the
calculation of credits under other provisions of the
Act.

Under the Act, if a taxpayer’s adjusted tax base is
greater than 50% of gross receipts plus adjustments,
the adjusted tax base may be reduced by the excess,
at the option of the taxpayer.  The bill provides that a
taxpayer who chooses this option may not claim the
investment tax credit.  

Further, the Act allows a taxpayer to compute the
percentage of tax base attributable to compensation;
if the percentage exceeds 63%, the taxpayer may
reduce the adjusted tax base by the amount that
exceeds 63%.  The bill provides that if a taxpayer
makes this reduction, then the taxpayer’s investment
tax credit must be reduced by a percentage,
determined by multiplying the percentage reduction
to the adjusted tax base claimed by the taxpayer by
the result of the following equation:

           A           
(A/2.3%) x .85%

where A = current year tax rate

The Act provides penalties for underpayment of
estimated SBT liability.  The bill provides that a
penalty may not be assessed for a taxpayer’s first tax
year after 1999 if the taxpayer claims an investment
tax credit for the first time on the annual return, and
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a penalty would not have applied if the taxpayer had or rented in the United States during the tax year.
claimed a CAD on that return. The payroll factor is a fraction, the numerator of

Foreign Entities in Michigan during the tax year by the taxpayer, and

The bill specifies that for tax years beginning after services performed in the United States during the
1999, the tax base of a foreign person (except an tax year by the taxpayer.  The sales factor is a
insurer) includes the sum of “business income” and fraction, the numerator of which is the total sales of
the adjustments allowed under the Act that are the taxpayer in Michigan during the tax year, and the
related to United States business activity, whether or denominator of which is the total sales of the
not the foreign person is subject to taxation under the taxpayer in the United States during the year.
Internal Revenue Code (IRC).  The bill defines
“foreign person” as either an individual who is not a Restructuring
United States resident, whether or not the individual
is subject to taxation under the IRC; or a person The bill allows a “spun off corporation” to elect to
formed under the laws of a foreign country or a calculate its sales factor for a period of five years
political subdivision of a foreign country, whether or under conditions specified in the bill, including the
not the person is subject to taxation under the IRC. corporation’s commitment to the State that it will
“Business income”, for a foreign person, means gross make a capital investment in the State of at least
income attributable to the taxpayer’s U.S. business $500 million within five years.  A two-year extension
activity and gross income derived from sources within may be obtained for an additional commitment of
the United States, minus the deductions allowed $200 million in the following two years.  (Essentially,
under the IRC that are related to that gross income. this allows a parent corporation, and another
Gross income includes the proceeds from sales corporation that split off from it, to be held harmless
shipped or delivered to any purchaser within the for sales between the entities.)  
United States and for which title transfers within the
United States; proceeds from services performed The bill defines “spun off corporation” as an entity
within the United States; and a pro rata proportion of treated as a controlled corporation under Section 355
the proceeds from services performed both inside of the IRC.  A controlled corporation includes a
and outside the United States, based on cost of corporate subsidiary created for the purpose of a
performance.  “Compensation” means, for a foreign restructuring transaction; a limited liability company;
person, the daily compensation paid to each or an operational unit or division with business
employee, officer, and director of the foreign person activities that were previously carried out as a part of
multiplied by the number of days that the employee, the distributing corporation.  “Restructuring
officer, or director has physical contact with the transaction” means a tax free distribution under
United States in the tax year.  Section 355 of the IRC, and includes tax free

The bill requires a foreign person to calculate offs, split ups, split offs, or type D reorganizations.
business income under the bill’s provisions.  The tax
base of a foreign person is subject to all adjustments The bill provides that a qualified and approved spun
and other provisions under the SBT Act, unless off corporation calculates its apportioned sales factor
otherwise provided.  A foreign person must calculate as provided under the SBT Act, except that total
compensation by reporting total compensation paid sales do not include sales to a purchaser that was a
to employees, officers, and directors for services member of a Michigan affiliated group that had
performed in the United States. included the seller in the filing of a combined or

The SBT Act requires a multistate firm doing restructuring transaction, ceased to include the seller.
business in Michigan, whether or not headquartered Further, a purchaser in Michigan does not include a
here, to apportion its tax base by determining how person who purchases from a seller that was
much of its business activity is attributable to included in the purchaser’s combined or consolidated
Michigan.  This requires the firm to calculate the ratio annual SBT return but, as a result of a restructuring
of its property, payroll, and sales in Michigan to its transaction, ceased to be included in the purchaser’s
entire property, payroll, and sales, and apply this ratio combined or consolidated annual return.  (Under the
to its nationwide tax base, resulting in its apportioned Act, sales of tangible personal property are
tax base.  The Act prescribes the method that must considered to be sales in this State if the property is
be used to calculate the property, sales, and payroll shipped or delivered to any purchaser within
factors.  The bill provides that for a foreign person, Michigan.)
the property factor is a fraction, the numerator of
which is the average value of the taxpayer’s real and At the end of the fifth year following a restructuring
tangible personal property owned or rented in transaction, if a spun off corporation that elected to
Michigan during the tax year by the taxpayer, and the calculate its sales factor under the bill has failed to
denominator of which is the average value of all the pay or accrue the $500 million capital investment, the
taxpayer’s real and tangible personal property owned spun off corporation must file amended annual

which is the total wages paid for services performed

the denominator of which is the total wages paid for

transactions that are commonly referred to as spin

consolidated annual SBT return but, as a result of the
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returns for each of the years the corporation The bills specify that the property or services that are
calculated its sales factor under the bill regardless of exempt under the General Sales Tax Act or the Use
the applicable statute of limitations under the Tax Act are exempt only to the extent that the
revenue Act, and pay any additional tax plus interest property or services are used for the exempt purpose,
based on the sales factor as calculated under the if one is stated in the Act.  The exemption is limited to
Act.  Interest must be calculated from the due date of the percentage of exempt use to total use determined
the original return.  At the end of the seventh tax year by a reasonable formula or method approved by the
following the restructuring transaction, if the Department.  
corporation has failed to pay or accrue the additional
$200 million capital investment, it must file amended Each bill states the following:  “This amendatory act
annual returns for the sixth and seventh tax years clarifies that existing law as originally intended
and pay any additional tax plus interest, calculated provides for a prorated exemption.  This amendatory
from the due date of the original return. act takes effect for all periods beginning March 31,

A spun off corporation may elect to calculate its sales of limitations provided in section 27a of 1941 PA
factor for five years under the bill’s provisions if the 122" (the revenue Act).  With the exception of
following criteria are met:  telecommunications equipment taxed under the Use

-- The spun off corporation was included in a to the sale of tangible personal property or to the
combined or consolidated SBT return for the price of property or services, to the extent the
tax year immediately preceding the property or services is used, stored, or consumed for
restructuring transaction. exempt purposes.  For telecommunications

-- As a result of the restructuring transaction that equipment, the bills provide, “This amendatory act
occurred on or after January 1, 1999, the spun clarifies that for periods before April 1, 1999, the tax
off corporation ceased to be included in the shall not be apportioned and for periods beginning
combined or consolidated annual return and, April 1, 1999, the tax shall be apportioned”.
without regard to the bill, would have had an
increased SBT liability for the tax year in which Industrial Processing Exemption
the election is made.

In addition, by the due date for filing its first annual sold to an industrial processor for use or
return following the restructuring transaction, the consumption in industrial processing.  The bills
spun off corporation must request, in writing, provide that for property sold to an industrial
approval from the State Treasurer for the election. processor after March 30, 1995, and before March
The State Treasurer must approve the request.  The 31, 1999, the property is exempt only to the extent
request must include a statement that the spun off that it is used for the exempt purposes stated in the
corporation qualifies for the election; a list of all Act.  The exemption is limited to the percentage of
corporations, limited liability companies, and any exempt use to total use determined by a reasonable
other business entities that the spun off corporation formula or method approved by the Department.
controlled at the time of the restructuring transaction;
and a commitment by the spun off corporation to The bills provide for a revised and expanded
invest at least $500 million of capital investment in industrial processing exemption for personal property
Michigan within five years, beginning with the first tax sold after March 30, 1999.  The tax does not apply to
year following the tax year in which the restructuring property sold to an industrial processor for use or
transaction was completed. consumption in industrial processing; a person,

Before the end of the sixth year following the if the tangible personal property is intended for
restructuring transaction, and if the spun off ultimate use in and is used in industrial processing by
corporation is not required to file amended returns, an industrial processor; a person, whether or not the
the spun off corporation must request, in writing, person is an industrial processor, if the tangible
approval from the State Treasurer for the election to personal property is used by that person to perform
be extended for two years.  The State Treasurer must an industrial processing activity for or on behalf of an
approve the request.  The request must include a industrial processor; or a person, whether or not the
commitment by the spun off corporation to invest at person is an industrial processor, if the tangible
least $200 million of capital investment in Michigan personal property is one of the following:
within the next two years, beginning with the sixth tax
year following the tax year in which the restructuring -- A computer used in operating industrial
transaction was completed. processing equipment.

Senate Bill 544 and House Bill 4744

Apportionment

1995 and all tax years that are open under the statute

Tax Act, neither the sales tax nor the use tax applies

The Acts contain an exemption for personal property

whether or not the person is an industrial processor,

-- Equipment used in a computer assisted
manufacturing system.

-- Equipment used in a computer assisted design
or engineering system integral to an industrial
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process. -- Production material handling.
-- A subunit or electronic assembly comprising a -- Storage of in-process materials.

component in a computer integrated industrial
processing system. Industrial processing also includes “research or

-- Computer equipment used in connection with experimental activities”, that is, activities incident to
the computer assisted production, storage, the development, discovery, or modification of a
and transmission of data if the equipment product or a product related process, including
would have been exempt had the data transfer activity necessary for a product to satisfy a
been made using tapes, disks, cd-roms, or government standard or to receive government
similar media by a company whose business approval.  Research or experimental activity does not
includes publishing doctoral dissertations and include ordinary testing or inspection of materials or
information archiving, and that sells the products for quality control purposes; efficiency
majority of its products to certain tax-exempt surveys; management surveys; market or consumer
nonprofit organizations. surveys; advertising or promotions; or research in

-- Equipment used in the production of computer connection with literacy, historical, or similar projects.
software that is offered for general sale to the
public or software modified or adapted to the Property that is eligible for an industrial processing
user’s needs or equipment by the seller, only exemption includes the following:
if the software is available for sale from a
seller of software on an as-is basis or as an -- Property that becomes an ingredient or
end product without modification or component part of the finished product to be
adaptation. sold ultimately at retail.

Under the industrial processing exemption, property foundations for machinery or equipment, or
is exempt only to the extent that it is used for the other processing equipment used in an
exempt purpose stated in the bills.  The exemption is industrial processing activity and in the repair
limited to the percentage of exempt use to total use and maintenance of the machinery,
determined by a reasonable formula or method equipment, etc.
approved by the Department.  -- Property that is consumed or destroyed or that

The bills define “industrial processing” as the activity activity.
of converting or conditioning tangible personal -- Tangible personal property, not permanently
property by changing the form, composition, quality, affixed and not becoming a structural part of
combination, or character of the property for ultimate real estate, that becomes a part of, or is used
sale at retail or for use in the manufacturing of a and consumed in installation and maintenance
product to be ultimately sold at retail.  Industrial of, systems used for an industrial processing
processing begins when tangible personal property activity.
begins movement from raw materials storage to -- Fuel or energy used or consumed for an
begin industrial processing and ends when finished industrial processing activity.
goods first come to rest in inventory storage. -- Machinery, equipment, or materials used

Industrial processing includes the following activities: operated by the same person for movement of

-- Production or assembly. production.
-- Engineering related to industrial processing. -- Office equipment, including data processing
-- Inspection, quality control, or testing to equipment, used for an industrial processing

determine whether particular units of materials activity.
or products or processes conform to specified
parameters at any time before materials or Property that is not be eligible for an industrial
products first come to rest in finished goods processing exemption includes the following:
inventory storage.

-- Planning, scheduling, supervision, or control of -- Tangible personal property permanently
production or other exempt activities. affixed and becoming a structural part of real

-- Design, construction, or maintenance of estate including building utility systems such
production or other exempt machinery, as heating, air conditioning, ventilating,
equipment, and tooling. plumbing, lighting, and electrical distribution,

-- Remanufacturing. to the point of the last transformer, switch,
-- Processing of production scrap and waste up valve, or other device at which point usable

to the point it is stored for removal from the power, water, gas, steam, or air is diverted
plant of origin. from distribution circuits for use in industrial

-- Recycling of used materials for ultimate sale at processing.
retail or reuse. -- Office equipment, including data processing

-- Machinery, equipment, tools, dies, patterns,

loses its identity in an industrial processing

within a plant site or between plant sites

tangible personal property in the process of
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equipment used for nonindustrial processing must review and redetermine the presumption using
purposes. nonexempt and exempt user information for the

-- Office furniture or office supplies. previous 12-month period.  That redetermined
-- An industrial processor’s own product or irrebuttable presumption will be in effect for the

finished good that it uses or consumes for following seven years.  The presumption must be
purposes other than industrial processing. reviewed and redetermined every seven years after

-- Tangible personal property used for receiving April 1, 2006, and applied to the following seven
and storing materials, supplies, parts, or years.
components purchased by the user or
consumer. Extractive Exemption

-- Tangible personal property used for receiving
or storing natural resources extracted by the The bills exempt from the sales and use taxes
user or consumer. property sold to an extractive operator for use or

-- Vehicles, including special bodies or consumption in “extractive operations”.  The property
attachments, required to display a vehicle is exempt only to the extent that it is used for the
permit or license plate to operate on public exempt purposes stated in the bills.  The exemption
highways, except for a vehicle bearing a is limited to the percentage of exempt use to total use
manufacturer’s plate or a specially designed determined by a reasonable formula or method
vehicle, together with parts, used to mix and approved by the Department.
agitate materials at a plant or job site in the
concrete manufacturing process. The bills provide that an extractive operator is a

-- Tangible personal property used for the person who, either directly or by contract, performs
preparation of food or beverages by a retailer extractive operations.  The bills define “extractive
for ultimate sale at retail through its own operations” as the activity of taking or extracting for
locations. resale ore, oil, gas, coal, timber, stone, gravel, clay,

-- Tangible personal property used or consumed minerals, or other natural resource material.  An
for the preservation or maintenance of a extractive operation begins when contact is made
finished good once it first comes to rest in with the actual type of natural raw product being
finished goods inventory storage. recovered.  Extractive operations include all

-- Tangible personal property used in the necessary processing operations before shipment
production of computer software originally from the place of extraction; and all necessary
designed for the exclusive use and special processing operations and movement of the natural
needs of the purchaser. resource material until the point at which the natural

-- Returnable shipping containers or materials, raw product being recovered first comes to rest in
except those used within a plant site or finished goods inventory storage at the extraction
between plant sites operated by the same site. 
person for movement of tangible personal
property in the process of production. Further, extractive operations include the actual

Industrial processing does not include purchasing, resources.  Property eligible for the exemption
receiving, or storing raw materials; sales, distribution, includes casing pipe or drive pipe; tubing; well-
warehousing, shipping, or advertising activities; pumping equipment; chemicals; explosives or acids
administrative, accounting, or personnel services; used in fracturing, acidizing, or shooting wells;
design, engineering, construction, or maintenance of christmas trees, derricks, or other wellhead
real property and nonprocessing equipment; or plant equipment; treatment tanks; piping, valves, or pumps
security, fire prevention, or medical or hospital used before movement or transportation of the
services.  natural resource from the production area; chemicals

Telecommunications Equipment or other natural resources; tangible personal property

Both the General Sales Tax Act and the Use Tax Act rock mining processing; and tangible personal
exempt the purchase of certain machinery and property used or consumed in extracting the lithologic
equipment for use or consumption in the rendering of units necessary to process iron ore.
services involving intrastate telephone services,
telegraph, leased wire, or other similar The extractive operations exemption does not include
communications.  The bills provide that, beginning the following:
April 1, 1999, the property is exempt only to the
extent that it is used for the exempt purposes stated -- Tangible personal property consumed or used
in the bills.  Further, the bills provide that there is an in the construction, alteration, improvement, or
irrebuttable presumption that 90% of total use is for repair of buildings, storage tanks, or storage
exempt purposes.  This presumption will be in effect and housing facilities.
until April 1, 2006, at which time the Department -- Tangible personal property consumed or used

production of oil, gas, brine, or other natural

or acids used in the treatment of crude oil, gas, brine,

used or consumed in depositing tailings from hard
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in transporting the product from the place of nonessential operation of that portion of property.
extraction, except for the property consumed The bills define “nonprofit hospital” as one of the
or used in transporting extracted materials following:
from the extraction site to the place where the
materials first come to rest in finished goods -- That portion of a building that 1) is owned or
inventory storage. operated by an entity exempt under Section

-- Tangible personal property that is a product 501(c)(3) of the IRC, that is licensed as a
the extractive operator produces and that is hospital under the Public Health Code; 2) is
consumed or used by the operator for a owned or operated by a governmental unit in
purpose other than the manufacturing or which “medical attention” is provided; or 3) is
producing of a product for ultimate sale.  The owned or operated by an entity or entities
extractor must account for and remit the tax to exempt under Section 501(c)(2) or (3) of the
the State based upon the product’s fair market IRC, in which medical attention is provided.
value. -- That portion of real property necessary and

-- Equipment, materials, and supplies used in related to a building (described above) in
exploring, prospecting, or drilling for oil, gas, which medical attention is provided.
brine, or other natural resources, or used in -- A county long-term care facility built after
storing, withdrawing, or distributing oil, gas, or 1995.
brine from a storage facility.

-- Vehicles, including special bodies or A nonprofit hospital does not include a freestanding
attachments, required to display a vehicle building or other real property of a licensed nursing
permit or license plate to operate on public home, skilled nursing facility, hospice, or home for
highways. the aged.  

Nonprofit Hospital Exemption Under the bills, “medical attention” means that level

The bills revised the existing exemption for property care or active treatment of medical, surgical,
used in the construction or alteration of a “nonprofit obstetrical, psychiatric, chronic, or rehabilitative
hospital” or nonprofit housing entity.  Under the Acts, conditions, that require the observation, diagnosis,
an exemption is allowed for property purchased by a and daily treatment by a physician.
person engaged in the business of constructing,
altering, repairing, or improving real estate for others In addition, the bills provide that for taxes levied after
to the extent the property is affixed to and made a 1990 and before July 1, 1999, the taxes do not apply
structural part of the real estate of a nonprofit to a claimed exemption of tangible personal property
hospital or a nonprofit housing entity (qualified as used in the construction, alteration, repair, or
exempt pursuant to the State Housing Development improvement of the real estate or affixed to and
Authority Act).  made a structural part of a building of a nonprofit

Previously, the Acts specified that a nonprofit hospital met:  
or nonprofit housing included only the property of a
nonprofit hospital or the homes or dwelling places -- A binding contract had been entered into for
constructed by a nonprofit housing entity, whose the construction, alteration, repair, or
income or property did not inure to the benefit of an improvement of the real estate or the affixation
individual, private stockholder, or other private to the building before July 1, 1999.
person.  For taxes assessed after December 31, -- The claimed exemption was made in good
1990, and before January 1, 1996, “hospital” faith.
included an entity that:  was a separately organized -- The property is a licensed hospital building
entity, or a group of entities sufficiently related to be owned or operated by an entity exempt under
considered a single employer for purposes of the Section 501(c)(3) of the IRC; a building owned
IRC, whose primary purpose was to provide medical, or operated by a governmental unit in which
obstetrical, psychiatric, or surgical care or nursing, medical attention is provided; or a building
including care provided by skilled nurses in a long- owned or operated by an entity or entities
term care facility; and, before January 1, 1996, exempt under 501(c)(2) or (3) of the IRC, in
initiated an appeal of taxes on tangible personal which medical attention is provided.
property used to construct a facility after 1990.  

The bills retain the exemption, but specify that an provisions had to be filed before July 16, 1999.
exemption may not be granted for any portion of Approved refunds will be paid without interest.  The
property that otherwise qualifies for an exemption provisions of this exemption may not be applied to
under the bills, if income or a benefit inures directly affect any final decision of a court.
or indirectly to an individual, private stockholder, or
other private person from the independent or Direct Remittance

of medical care in which a physician provides acute

hospital provided the following criteria have been

A claim for a refund for an exemption under these
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House Bill 4744 allows the Revenue Commissioner, Under the bill, “bad debt” means any portion of a
at his or her discretion, to authorize a person to debt resulting from a seller’s collection of the use tax
assume the obligation of self-accruing and remitting on the purchase of tangible personal property or
use tax due on purchases or leases directly to the services that is not otherwise deductible or
Department under a direct payment authorization, if excludable, that has become worthless or
the following conditions are met: uncollectible, and that is eligible to be claimed, or

-- The authorization is to be used for the accounts on an accrual basis, as a deduction
purchase or lease of tangible personal pursuant to the IRC.  A bad debt does not include
property or services. any of the following:

-- The authorization is necessary because it is
impractical at the time of acquisition to -- Interest or use tax on the purchase price.
determine the manner in which the property or -- Uncollectible amounts on property that
services will be used, or it will facilitate remains in the seller’s possession until the full
improved compliance with the State’s tax laws. purchase price is paid.  

-- The person requesting authorization for direct -- Expenses incurred in attempting to collect any
payment maintains accurate and complete account receivable or any portion of the debt
records of all purchases or leases and uses of recovered.
tangible personal property or services -- Any accounts receivable that have been sold
purchased pursuant to the authorization, in a to a third party for collection.
form acceptable to the Department. -- Repossessed property.

The Commissioner also has the authority to identify Rolling Stock Exemption
items that are not eligible for a direct payment
authorization. Senate Bill 544 exempts from the sales tax, for taxes

Bad Debt Deduction purchased by an interstate motor carrier or for rental

Under House Bill 4744, beginning March 30, 1995, in interstate commerce.  Under the bill, “rolling stock”
computing the amount of use tax levied for any means a qualified truck (a commercial motor vehicle
month, a seller may deduct the amount of bad debts power unit, with dimensions as specified in the Act),
from his or her gross sales, rentals, or services used a trailer designed to be drawn behind a qualified
for the computation of the tax.  The amount of gross truck, and parts affixed to either the truck or the
sales, rentals, or services deducted must be charged trailer.  
off as uncollectible on the books of the seller.  If the
business consists of taxable and nontaxable The General Sales Tax Act defines “interstate motor
transactions, the deduction equals the full amount of carrier” as a person in the business of transporting
the bad debt if the bad debt is documented as a persons or property, other than themselves, their
taxable transaction in the seller’s records.  If employees, or their own property, for hire across
documentation is not available, the maximum state lines; total fleet mileage must include at least
deduction from gross sales, rentals, or services for 10% driven outside the State in the preceding tax
any bad debt equals the amount of the bad debt year.
multiplied by the quotient resulting from dividing the
sales, rentals, or services taxed during the preceding
calendar year by all sales, rentals, or services during
that year, whether or not taxed.  If a consumer or
other person pays all or part of a bad debt with
respect to which a seller claimed a deduction, the
seller will be liable for the amount of taxes deducted
in connection with that portion of the debt for which
payment is received, and must remit these taxes in
his or her next payment to the Department.

Any claim for a bad debt deduction must be
supported by evidence required by the Department.
The Department must review any change in the rate
of taxation applicable to any taxable sales, rentals, or
services by a seller claiming a deduction, and ensure
that the deduction on any bad debt does not result in
the seller’s recovering any more or less than the
taxes imposed on the sale, rental, or service that
constitutes the bad debt.

could be eligible to be claimed if the seller kept

levied after April 30, 1999, sales of “rolling stock”

or lease to an interstate motor carrier and used in

House Bill 4586 

The bill amended the Use Tax Act to provide that
after April 30, 1999, the tax does not apply to the
storage, use, or consumption of rolling stock used in
interstate commerce and purchased, rented, or
leased by an interstate motor carrier.  Previously, the
Act contained the exemption; however, it expired May
1, 1999.

MCL 205.51 et al. (S.B. 544)
205.94k (H.B. 4586)
205.93 et al. (H.B. 4744)
208.3 et al. (H.B. 4745)

ARGUMENTS

(Please note:  The arguments contained in this analysis originate
from sources outside the Senate Fiscal Agency.  The Senate
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Fiscal Agency neither supports nor opposes legislation.)

Supporting Argument
Since its beginning, the SBT has been a detriment to
business in the State and a disincentive for
employers to locate here.  The tax has been the
source of continual complaints from business about
its unfair nature.  The fact that the tax is applied to
business activity, rather than profits, has been
particularly vexing to business because it has often
required a business to pay significant taxes in a tax
year even though the business made no profit that
year.  Further, taxing business activity means that the
costs for wages, health care, other benefits, and
other business expenses must be included in a firm’s
tax base, subject to tax after certain adjustments.
This is a clear disincentive for a business to hire new
employees.  Not only must the business absorb the
costs inherent in paying an employee’s wages and
benefits, it must at the end of the year pay taxes on
those amounts it paid, thus inflicting upon itself a
penalty for providing a job.  It is no wonder that many
have contended through the years that the SBT is a
tax on job creation.

In addition, even the strongest proponents of the tax
agree that calculating the tax liability of a business is
enormously complicated, especially for a small firms
that can’t afford a full-time tax accountant.  This often
has resulted in an absurd situation in which a firm
finds that its tax liability is less than the cost of paying
someone to determine the liability.  Thus, the tax has
never been accepted by the taxpayers.  By phasing
the tax out of existence, House Bill 4745 will rid the
business community of this continual frustration and
burden.  

Supporting Argument
The SBT places a heavy burden on business, in
terms of both the level of the tax and the
administrative tasks that it requires.  When the costs
of doing business are higher than they should be,
both the business community and consumers suffer
the effects.  The gradual elimination of the tax over
two decades, while not perfect, is an excellent
solution to the problems found with the SBT.  The
State will not be made to deal with enormous
revenue reductions each year, but will have time to
adapt spending and taxing policies to adjust to the
annual reductions.  On the other hand businesses,
while not completely relieved of the burdens of the
SBT, will see yearly improvements in their tax status
with the full knowledge that future years will bring
further improvements.  By cutting the costs of doing
business, House Bill 4745 will create a competitive
tax environment in the State, make Michigan more
competitive in relation to other states.  The bill
creates major incentives for firms around the world to
consider investing in a State where, at a set time in
the future, there will be no specific tax on business.
This will lock in a process that will keep Michigan’s
economy growing, and help to ensure the attraction
of new high-paying jobs.

Response:  Elimination of the SBT over 23
years does little or nothing for small businesses that
need relief today.  The tax is burdensome, and
should be eliminated much sooner than outlined in
House Bill 4745.  Under the bill’s schedule,
businesses won’t be competitive with other states for
several years.

Supporting Argument
Eliminating the SBT, even over 23 years, will be great
news for Michigan’s job providers, and, in turn,
Michigan consumers.  High business tax burdens, in
the end, only punish the consumer, because
businesses pass on the cost of doing business
(including taxes) to customers and clients.  In effect,
businesses don’t pay taxes, they just collect them for
the State.

Response:  The contention that businesses don’t
pay taxes is misguided.  A business must charge
more than its costs to produce a product, in order to
ensure a profit; however, it is also true that often
businesses will charge whatever consumers will pay,
thus generating profits far in excess of costs of
production.  In these cases, taxes may simply reduce
the profit margin somewhat rather than being passed
on to the consumer.  That said, the claim that all
taxes are passed on to the consumer is actually an
argument in favor of the SBT.  The State’s largest
manufacturers, especially auto producers, have
always paid the bulk of the tax.  Most of the products
built by those manufacturers are sold outside the
State.  This means that, if taxes are paid by
consumers, then the bulk of the SBT is being paid by
consumers outside the State, and the tax burden has
been exported.

Supporting Argument
Through a variety of methods, Michigan trucking
firms have for many years received a partial
exemption from sales and use taxes for purchases or
leases of equipment, used in interstate commerce,
from in-State businesses.  Further, since 1993,
equipment purchased or leased outside the State by
Michigan firms engaged in interstate trucking has
been exempt from the use tax.  Because trucking
equipment is very expensive, the exemptions have
provided vital tax relief for purchasers.  The
expiration of the exemptions could have had serious
consequences for Michigan interstate trucking firms.
Even before the partial exemptions expired, Michigan
trucking companies were at a competitive
disadvantage because, reportedly, the majority of
states including those adjacent to Michigan do not
tax sales of trucks and trucking equipment.  This
meant, then, that while both in-State and out-of-State
trucking firms competed for the same freight,
Michigan companies had to pay more for their
equipment purchases, if they got their equipment in
the State.  If they purchased or leased their
equipment from a firm in another state, they avoided
the use tax; however, this put Michigan equipment
distributors at a competitive disadvantage to those in
other states.  By providing a full exemption for rolling
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stock, Senate Bill 544 and House Bill 4586 removed longer raise money on their own from property taxes
a disincentive for Michigan interstate trucking but must rely heavily on State funding.  This, then,
companies to purchase new equipment, and may put tremendous pressure on all the other State
standardized the exemption under each Act, so that budgets.
there will be no disadvantage to purchasing or
leasing equipment from a Michigan firm. The SBT recently was changed in several ways to

Supporting Argument
Both the General Sales Tax Act and the Use Tax Act
contain exemptions for the sale or use of certain
property or services.  For many years, the
Department of Treasury has required businesses that
claim these exemptions to apportion the exemptions
between exempt and nonexempt uses; that is, a
business must determine the extent to which a
product or service was used for an exempt purpose
versus a nonexempt purpose and claim the
exemption accordingly.  The Michigan Bell opinion
concluded that the Use Tax Act contained no
provisions requiring a taxpayer to apportion taxes
between exempt and nonexempt uses, meaning that
if a product or service was used for an exempt
purpose, regardless of its additional use for
nonexempt purposes, the product or service was tax
exempt.  This could have had a substantial, negative
impact on both sales and use tax revenue.  Senate
Bill 544 and House Bill 4744 eliminate this problem
by specifying that exemptions must be apportioned,
and thus codify the Department’s long-time practice.

Supporting Argument
By creating a bad debt deduction under the Use Tax
Act, House Bill 4744 addresses an issue that recently
was before the Michigan Supreme Court (World
Book, Inc. v Department of Treasury, 459 Mich 403
(1999)).  In that case, the Supreme Court was asked
to determine whether the absence of a bad debt
deduction in the Act violated the Commerce Clause
of the U.S. Constitution.  The Court did not decide
this question, however, because it found that the
seller was not required to pay its customers’ use
taxes where the seller used reasonable business
care in trying to collect them.  According to the Court,
“...before the seller is subjected to either tax liability...
or criminal penalties..., the Use Tax Act requires
intent or fault by the seller in its inability to collect the
tax from its customers.” 

The bad debt deduction created by the House bill fills
the gap in the Use Tax Act, and makes the Act
consistent with the General Sales Tax Act, which
allows bad debts to be deducted from the gross
proceeds used to calculate sales tax liability.

Opposing Argument
The State already has cut taxes, including business
taxes, several times in recent years.  The bills will
have a major impact on SBT revenues.  These cuts,
combined with earlier cuts to the income tax, will
result in significant reductions in State revenue.  This,
in turn, might jeopardize the stability of school
funding, since, for the most part, schools can no

favor business; for instance, the gross receipts filing
threshold was raised and the alternative tax rate was
reduced; Social Security, unemployment
compensation, and workers’ compensation were
removed from the tax base; and the apportionment
formula was changed to increase the sales factor
and decrease the payroll and property factors.  The
full impact of these changes should be measured
first, before the drastic step of eliminating the tax is
taken.  If the State experiences an economic
downturn in the future and finds itself short of
revenue, the changes made by the bills will
exacerbate the revenue problem.  If such a situation
develops, and the State needs to raise funds, some
will argue that it would be unacceptable to reverse
the gains that businesses have made.  This will leave
the State with few options, other than to raise taxes
on individuals.  

Response:  The revenue implications will not be
as severe as expressed.  Simply saying that House
Bill 4745 will reduce revenue fails to account for
increased economic activity and thus greater
application of existing taxes to a more vigorous
economy fueled by more and better jobs.

Opposing Argument
The SBT replaced seven other taxes on business in
1976, providing stability to the State’s tax revenue
and simplifying the tax burden for firms.  At that time
it was deemed that the State’s up-and-down
economy caused fluctuations in State revenue that
were difficult to deal with, and the SBT solved that
problem in regard to business taxation.  Despite the
complications the SBT presents in calculating tax
liability, the value added nature of the tax is the
fairest way to tax business.  Businesses use public
infrastructure and State services, and they should
pay something for that consumption.  Measuring a
business’s activity in the State, and taxing that
activity, is a fair way to measure how much a
business should pay in taxes.  Just like citizens,
businesses have a social responsibility to support
society’s structures and institutions.  Under House Bill
4745, while business will continue to demand their
share of services and support from State and local
governments, they will pay less and less each year.
This simply is not sound tax policy.

Opposing Argument
By eventually eliminating the State’s primary
business tax, House Bill 4745 will place a greater
onus on families and individual taxpayers to carry the
tax burden; in fact, the bill will slowly but inexorably
shift the overall responsibility for tax revenue to
individuals.  It has been pointed out that the State
has cut taxes in many ways in recent years, and that
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most of the cuts have been directed at individual Revenue Estimating Conference included the loss in
taxpayers.  While this might be true, individuals pay revenue that would result from refunding past sales
a far greater share than businesses do in terms of and use tax overpayments to these taxpayers, as well
total State taxes.  Therefore, it is logical that the cuts as the reduction in sales and use tax collections that
thus far should have favored individuals. would occur in future years.  These bills, however, fix

Legislative Analyst:  G. Towne the industrial processing exemption to be

FISCAL IMPACT

This package of bills will generate a net increase in
revenue of $144 million in FY 1998-99, but will result
in a net tax reduction in subsequent fiscal years
including an estimated $184 million tax decrease in
FY 1999-2000.  The fiscal impact of these bills fall
into two distinct groups; 1) tax reductions, and 2) a
tax change to fix a sales and use tax problem
identified in the Michigan Bell court case.

Tax Cuts.  The tax cuts include the phased reduction
of the single business tax rate, expansion of the sales
and use tax industrial processing exemption, and the
extension and expansion of the sales and use tax
exemption for rolling stock.  The size of the tax cuts
will grow over time primarily due to the lowering of
the single business tax rate by 0.1 percentage point
each year from 1999 to 2021.  The tax cuts will total
an estimated $91 million in FY 1998-99 and $244
million in FY 1999-2000.

Michigan Bell Fix.  In the Michigan Bell v Department
of Treasury court ruling, it became apparent the
Department had no authority to apportion the
industrial processing exemption, which it had been
doing for many years.  As a result, businesses
eligible for the industrial processing exemption had
not been receiving the entire exemption to which they
were entitled, and had therefore been overpaying the
sales and use taxes.  In order to provide an accurate
assessment of State government revenues, the
consensus revenue estimates adopted at the May
1999 Consensus 

the court-identified problem by specifically allowing

apportioned between exempt and nonexempt
purposes, based on how the equipment is used,
which is exactly what the Department of Treasury
had been doing for many years.   Therefore, the
revenue losses that would have resulted due to the
court ruling and were reflected in the consensus
revenue estimates, which total an estimated $235
million in FY 1998-99 and $60 million in FY 1999-
2000, are completely offset by the provisions in these
bills and therefore must be added back into the
revenue estimates.

Estimated Fiscal Impact.  The following table
provides a summary of the estimated fiscal impact of
this package of bills.  The estimated fiscal impact is
broken down for each of the major tax cuts, as well
as the Michigan Bell fix.  In addition, since the tax
changes included in these bills will primarily affect
the revenue going to the General Fund/General
Purpose (GF/GP) budget and the School Aid Fund
(SAF), estimates are also provided on how each of
the major tax changes will affect the revenue going
to each of these key budget areas.
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This analysis was prepared by nonpartisan Senate staff for use by
the Senate in its deliberations and does not constitute an official
statement of legislative intent.

Estimated Fiscal Impact of Business Tax Package: FY 1998-99 and FY 1999-2000
(dollars in millions)

         FY 1998-99                  FY 1999-2000         

Tax/Major Proposed
Changes: Bills GF/GP SAF Total GF/GP SAF Total

Tax Cuts:

Single Business Tax ] H.B. 4745

Reduce tax rate 0.1 percentage $(86.8) $0.0 $(86.8) $(210.9) $0.0 $(210.9)
point/year.

Replace CAD with ITC. 0.0 0.0 0.0 0.0 0.0 0.0

Tax on Foreign Businesses 0.0 0.0 0.0 0.0 0.0 0.0

Corporate Restructuring, Tax 0.0 0.0 0.0 0.0 0.0 0.0
Holdharmless

Subtotal Single Business Tax Cut . . . . . . . . $(86.8) $0.0 $(86.8) $(210.9) $0.0 $(210.9)

Sales & Use Taxes

Expand Industrial H.B. 4744, 0.0 0.0 0.0 (13.5) (9.5) (23.0)
Processing Exemption S.B. 544

Expand & Extend Rolling H.B. 4586, (1.0) (3.1) (4.1) (2.5) (7.9) (10.4)
Stock Exemption S.B. 544

Subtotal Sales & Use Tax Cut . . . . . . . . . . . (1.0) (3.1) (4.1) (16.0) (17.4) (33.4)

Total Tax Cuts . . . . . . . . . . . . . . . . . . . . . . . $(87.8) $(3.1) $(90.9) $(226.9) $(17.4) $(244.3)

Michigan Bell Fix*

Apportioning Industrial H.B. 4744, 137.9 97.2 235.1 35.2 24.8 60.0
Processing Exemption - S.B. 544

Net Fiscal Impact Total Package . . . . . . . $50.1 $94.1 $144.2 $(191.7) $7.4 $(184.3)

*  Consensus revenue estimates for FY 99 and FY 2000 included estimates of the tax loss that would result from the
Michigan  Bell court case.  These legislative changes fix the court-identified problem and therefore, the revenue  losses
currently in the consensus revenue estimates are entirely offset by the provisions in these bills.

Fiscal Analyst:  J. Wortley
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SALES AND USE TAX -- INDUSTRIAL PROCESSING

RAB-2000 - 4.  This Revenue Administrative Bulletin (RAB) describes the industrial processing
exemption allowed under the Sales and Use Tax Acts.  This RAB replaces RAB 1988-14 for periods after
March 30, 1999.  RAB 1988-14 remains in effect for periods prior to March 31, 1999.

1999 PA 116 and 1999 PA 117 ("the Acts") clarified and expanded the industrial processing exemptions
in Michigan's sales and use tax acts.  The Acts were based on Michigan Administrative Code Specific
Sales and Use Tax Rule 40 (1979 AC, R 205.90) and significantly expanded the exemption.  This RAB
discusses industrial processing activities and describes the tangible personal property that is exempt from
when used or consumed in industrial processing.

The Acts expanded and clarified the industrial processing exemption on a prospective basis beginning
March 31, 1999.  However, the Acts statutorily implemented apportionment effective for all periods
beginning March 31, 1995 and all tax years that are open under the statute of limitations.  This statutory
change does not affect taxpayer liability for persons claiming an industrial processing exemption for
previous tax years, as the industrial processing exemption had been apportioned pursuant to Rule 40 for
prior periods.

For periods prior to March 31, 1999, refer to RAB 1988-14, Rule 40 (1979 AC, R 205.90), MCL 205.54y;
MSA 7.525(25) (Sales Tax Act), and MCL 205.94r; MSA 7.555(4r) (Use Tax Act).  For questions related
to this RAB or periods prior to March 31, 1999, please call the Sales, Use and Withholding Taxes
Division at (517) 373-3190 or write to them at Treasury Building, Lansing, Michigan 48922.

ISSUES

I. What is industrial processing and who qualifies as an industrial processor?

II. If property is used in both an exempt industrial processing function and also in a taxable manner,
is the exemption prorated?

III. What activities constitute industrial processing?

IV. What activities do not constitute industrial processing?

V. What property is eligible for an industrial processing exemption?

72 (Rev. 3-99), Formerly A-1155
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VI. What property is not eligible for an industrial processing exemption?

VII. Can sales of tangible personal property to persons other than industrial processors qualify for an
industrial processing exemption?

CONCLUSIONS

I. Industrial processing "[M]eans 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."  [MCL 205.54t(7)(a); MSA 7.525(20)(7)(a) and MCL
205.94o(7)(a); MSA 7.555(4o)(7)(a)].

An industrial processor "[M]eans 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."  [MCL 205.54t(7)(b); MSA 7.525(20)(7)(b) and MCL
205.94o(7)(b); MSA 7.555(4o)(7)(b)].

A person is defined in the General Sales Tax Act [MCL 205.51(1)(a); MSA 7.521] and the Use
Tax Act [MCL 205.92(a); MSA 7.555(2)] as:

[A]n individual, firm, partnership, joint venture, association, social club, fraternal
organization, municipal or private corporation whether organized for profit or not,
company, estate, trust, receiver, trustee, syndicate, the United States, this state,
county, or any other group or combination acting as a unit, and includes the plural as
well as the singular number, unless the intention to give a more limited meaning is
disclosed by the context.

II. For all property, the industrial processing exemption is limited to the percentage of exempt use to
total use determined by a reasonable formula or method approved by the Department. This RAB
discusses numerous instances in which property is used in industrial processing and the property
qualifies for an industrial processing exemption.  Although the property qualifies for an industrial
processing exemption, the exemption is limited to the percentage of exempt use to total use.  The
formula or method used in determining the industrial processing exemption does not have to be
pre-approved by the Department.  However, the formula or method used does have to reasonably
reflect the percentage of exempt use to total use.  The following examples demonstrate exempt
use based upon time used in an exempt activity; other methods which would reasonably reflect
the exempt activity are also allowable.

Example 1

An industrial processor uses a forklift truck 60% of the time in its plant moving in-
process parts from one press to another press; this usage is exempt under industrial
processing.  The forklift truck is used the remaining 40% of the time in taxable
activities such as shipping and receiving.  The forklift truck would qualify for a 60%
industrial processing exemption on the cost of the truck.
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Example 2

An industrial processor makes castings of steel bolts at one of its plant sites.  These
bolts are taken by a forklift truck to another building at its plant site for hardening.
In this example, if the forklift truck was used 30% of the time in moving bolts from
one building to another building, and 70% of the time in non-industrial processing
activities, the forklift truck would qualify for a 30% industrial processing exemption.

III. Industrial processing includes the following activities:

1) Production or assembly.

2) Research or experimental activities.  Any person may qualify for an exemption under
industrial processing for research or experimental activities if specific criteria are met. The
General Sales Tax Act [MCL 205.54t(7)(e); MSA 7.525(20)(7)(e)] and the Use Tax Act
[205.94o(7)(e); MSA 7.555 (4o)(7)(e)] define research or experimental activity:

[A]ctivity 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:

(i)  Ordinary testing or inspection of materials or products for
quality control purposes.

(ii)  Efficiency surveys.

(iii) Management surveys.

(iv) Market or consumer surveys.

(v)  Advertising or promotions.

(vi) Research in connection with literacy, historical, or similar
projects.

As used under "research and experimental activity", the General Sales Tax Act
[MCL 205.54t(7)(c); MSA  7.525(20)(7)(c)] and the Use Tax Act  [MCL
205.94o(7)(c); MSA 7.555 (4o)(7)(c)] define product as:

[I]ncludes 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.

Example 3

The research division of an automobile manufacturer designs a new prototype of an
engine.  The equipment and supplies consumed in the development of the prototype
would qualify under research and development.  The manufacturer qualifies for an
industrial processing exemption because the "tangible personal property is used
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by that person to perform an industrial processing activity."  [MCL 205.54t(1)(c);
MSA 7.525(20)(1)(c) and MCL 205.94o(1)(c); MSA 7.555(4o)(1)(c)].

Example 4          

A manufacturer of plastics develops several new plastics.  The manufacturer then
hires an independent research company to test the fire retardant capabilities of the
new plastics.  The independent research company also conducts its own private
research of the tensile strength of several new steel alloys. The research company
does not manufacture any product nor does it actually sell the steel alloys.  Instead,
the research company is seeking to develop a new patent on the steel alloys and sell
or license the patent.  Approximately 20% of the research company's equipment and
supplies are consumed in the research that it conducts for the plastics manufacturer
with the remaining 80% of the equipment and supplies being consumed in its own
private research of the tensile strength of the new steel alloys.

Even though the research company is not an industrial processor, the research
company would qualify for a 20% industrial processing exemption because the
"tangible personal property is used by that person to perform an industrial
processing activity for or on behalf of an industrial processor."  [MCL
205.54t(1)(c); MSA 7.525(20)(1)(c) and MCL 205.94o(1)(c); MSA
7.555(4o)(1)(c)].  However, the research company would not qualify for an
industrial processing exemption on the remaining 80% of the equipment and
supplies because the research company is not an industrial processor nor is it
consuming "tangible personal property [which] is used by that person to perform an
industrial processing activity for or on behalf of an industrial processor."  The
research company does not meet the definition of an industrial processor which
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."  [MCL 205.54t(7)(b); MSA 7.525(20)(7)(b) and
MCL 205.94o(7)(b); MSA 7.555(4o)].

3) Engineering related to industrial processing.

4) 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.

Example 5

An industrial processor performs tests on its raw materials.  The equipment and
supplies used or consumed by an industrial processor in this testing and quality
control function are exempt.

Example 6

Testing and quality control activities are taxable once finished goods have come to
rest and are placed in finished goods inventory storage.  An industrial processor
manufactures a product and the completed product is placed in finished goods
inventory storage.  Before shipment of the product to its customers, the industrial
processor performs testing and quality control activities on the product to insure that
proper standards are being met.  Equipment and supplies used or consumed by an
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industrial processor in a quality control function in testing finished goods which
have come to rest are taxable.  These testing and quality control activities would not
qualify under industrial processing inasmuch as industrial processing ends once the
goods have been placed "in finished goods inventory storage."

5) Planning, scheduling, supervision, or control of production or other exempt activities.

Example 7

A computer used by an industrial processor to schedule maintenance on exempt
equipment is exempt.

Example 8

A computer used by an industrial processor to schedule employees' overtime
equalization in the plant is taxable as an administrative function.  The computer is
taxable regardless of whether the employees are working with exempt industrial
processing equipment or in a taxable administrative function.

6) Design, construction, or maintenance of production or other exempt machinery, equipment,
and tooling.

Example 9

An industrial processor uses drafting equipment 40% of the time to draft plans for
exempt equipment and 60% of the time for drafting plans for building expansion.
The drafting equipment would qualify for a 40% industrial processing exemption.

7) Remanufacturing.

The General Sales Tax Act [MCL 205.54t(7)(d); MSA 7.525(20)(7)(d)] and the Use
Tax Act [MCL 205.94o(7)(d); MSA 7.555 (4o)(7)(d)] define remanufacturing as:

[T]he activity of overhauling, retrofitting, fabricating, or repairing a product or its
component parts for ultimate sale at retail.

Example 10

A company purchases used carburetors and other parts and refurbishes the
carburetors by installing new gaskets on the carburetors.  The company then resells
the carburetors.  The company would qualify for industrial processing on the
equipment and supplies used or consumed in restoring the carburetors.
Remanufacturing includes the activities of disassembly, sorting, and reassembly of
parts when that activity accompanies overhauling.

Example 11

A company purchases used driveshafts to be sold to automobile parts retailers.  The
company only cleans the driveshafts and then resells the driveshafts to the
automobile parts retailers.  The equipment and supplies consumed in the cleaning of
the driveshafts would not qualify for industrial processing.  The activity of merely
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cleaning the driveshafts would not qualify under remanufacturing and therefore the
equipment and supplies would not qualify under industrial processing.

8) Processing of production scrap and waste up to the point it is stored for removal from the
plant of origin.

Example 12

A heat treating company uses chemicals in performing its processing functions.
These chemicals must be disposed of after being used.  The taxpayer purchases
equipment and supplies to treat the used chemicals before the chemicals are shipped
to a landfill.  The equipment and supplies used to treat the chemicals are exempt for
industrial processing because  they are used to treat production waste up to the point
it is stored for removal from the plant of origin.

Example 13

An industrial processor collects its own production waste from several small
containers near the industrial processing equipment and stores this waste in a large
container for pickup by a waste removal company or a recycler.  The waste removal
company or recycling company dumps the waste from the large container into its
own trucks.  The small containers located near the industrial processing equipment
are exempt and the large container is taxable.

Example 14

An industrial processor collects its own production waste from several small
containers near the industrial processing equipment and stores this waste in a large
container.  The industrial processor then bales the production waste into bundles and
places these bundles in a storage area to be picked up by a recycling company.  The
equipment and supplies used or consumed in the baling of the production waste
qualifies for exemption under industrial processing.  As in the prior example, the
small containers located near the industrial processing equipment are exempt.  In
this example however, the large container is also exempt because the scrap has not
come to rest until it is placed in bundles and put in a storage area.

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

Example 15

A plastics manufacturing company grinds up production scrap to be reused for two
purposes, first as a raw material in  its own process, and second, as a raw material to
be sold to other industrial processors.  The grinding equipment used in these
processes would qualify for the industrial processing exemption.

10)  Production material handling.

Example 16

An industrial processor manufactures steel bolt castings at one of its plants. These
castings are taken by a forklift truck to another building at its plant site for grinding.
The forklift truck would be exempt under industrial processing.  Production material
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handling includes in-process movement of production materials and interplant
movement of in-process materials within the same legal entity.

Example 17

An industrial processor manufactures steel bolt castings at one of its plants.  These
castings are taken by a forklift truck to a nearby plant of one of its subsidiary
corporations for grinding.  The forklift truck would not qualify for industrial
processing because the bolts are not shipped within the same legal entity.

Example 18

An industrial processor manufactures steel bolt castings at its primary plant. These
castings are shipped by truck to one of its own divisions located several miles away.
The division performs grinding operations on the castings and then returns the
castings to the primary plant for further processing.  In-process shipping and
receiving within the same legal entity is exempt.  Therefore, any equipment or
supplies consumed by either the primary plant or the division is shipping and
receiving of in-process parts and is exempt.  The truck would not qualify for an
industrial processing exemption, regardless of whether it is owned by the company
or a third party,  inasmuch as it is a licensed highway vehicle.

11)  Storage of in-process materials.

Example 19

An industrial processor manufactures automobiles.  One of its divisions
manufactures plastic handles which are then shipped to its primary assembly plant.
The handles are received at the assembly plant and placed into in-process storage
utilizing an automated storage/retrieval system that consists of a computer system,
bins, portable storage racks, and material handling equipment.  The handles are
retrieved as needed and sent to the production line using an automatic guided vehicle
system.  The computer system, bins, portable storage racks, material handling
equipment, and automatic guided vehicle system are exempt.

IV. Industrial processing does not include the following activities:

1) Purchasing, receiving, or storage of raw materials.

Example 20

A chrome plating company receives parts from another industrial processor.  The
chrome plating company applies chrome finish to the industrial processor's parts and
then ships the parts back to the industrial processor.  The receiving and shipping
activities of the chrome plating company are taxable activities inasmuch as the
company is receiving raw material.

[Note:  The receiving and shipping activities of the industrial processor are also
taxable activities because the in-process movement of materials is not within the
same legal entity.  If the plating company and the industrial processor were separate
divisions or plants of the same legal entity, the receiving and shipping activities of
the separate divisions or plants would be exempt.]
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2) Sales, distribution, warehousing, shipping, or advertising activities.

3) Administrative, accounting, or personnel services.

4) Design, engineering, construction, or maintenance of real property and nonprocessing
equipment.

5) Plant security, fire prevention, or medical or hospital services.

Example 21

An industrial processor has a fire protection sprinkler system installed in the ceiling
in their plant.  The sprinkler system is excluded from the industrial processing
exemption as realty.  The fact that the sprinkler system serves to protect the
industrial processing area does not exempt the sprinkler system under industrial
processing.

V. Property that is eligible for an industrial processing exemption includes the following:

1) Property that becomes an ingredient or component part of the finished product to be sold
ultimately at retail.

2) 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.

3) Property that is consumed or destroyed or that loses its identity in an industrial processing
activity.

Example 22

An industrial processor uses lubricating oils in the processing equipment.  The
lubricating oils are exempt under industrial processing.

4) Tangible personal property, not permanently affixed and not becoming a structural part of
real estate, that becomes a part of, or is used and consumed in installation and maintenance
of, systems used for an industrial processing activity.

5) Fuel or energy used or consumed for an industrial processing activity. This includes energy
such as natural gas, coal, electricity, or fuel oil to operate industrial processing equipment or
to heat, cool, and illuminate the industrial processing areas.

Example 23

An industrial processor consumes electricity in its industrial processing activities as
well as taxable non-industrial processing activities.  The industrial processor is
billed a lump sum for the electricity, transmission, and distribution of the electricity.
If the industrial processor consumes 30% of the electricity in an industrial
processing function, 30% of the total amount for electricity, transmission, and
distribution would be exempt for industrial processing.
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6) Machinery, equipment, or materials used within a plant site or between plant sites operated
by the same person for movement of tangible personal property in the process of production.

Example 24

Portable racks that are used in shipping in-process materials between plant sites
operated by the same person are exempt.  The racks may be used for shipment of in-
process materials and placed on licensed highway vehicles to other plants of the
same person; the racks would still be exempt under industrial processing.  However,
racks that are only used when attached to licensed highway vehicles are taxable
because the racks are part of the vehicle and are excluded from the exemption.

7) Office equipment, including data processing equipment, used for an industrial processing
activity.

Example 25

An engineer for an industrial processor uses a hand-held calculator in the plant to
verify tolerances on in-process parts.  The calculator would be exempt under
industrial processing.

VI. Property that is not eligible for an industrial processing exemption includes the following:

1) Tangible personal property permanently affixed and becoming a structural part of real estate
including building utility systems such as heating, air conditioning, ventilating, plumbing,
lighting, and electrical distribution, 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.

Example 26

An industrial processor purchases an electrical transformer which converts
electricity to usable voltage.   This transformer then feeds a press used for industrial
processing and also feeds the general lighting system of the office area.  This
transformer is real property inasmuch as it services real property, i.e., the general
lighting system.  As real property, the transformer is not eligible for an industrial
processing exemption and cannot be apportioned.

Example 27

This same industrial processor purchases a second transformer which converts
electricity to usable voltage.  Forty percent of the energy from this transformer feeds
exempt industrial processing equipment and the remaining sixty percent feeds
taxable equipment used in the shipping department.  This transformer is not real
property and is subject to apportionment.  Therefore, this transformer is 40% exempt
for industrial processing and 60% taxable.

 2) Office equipment, including data processing equipment, used for nonindustrial processing
purposes.

3) Office furniture or office supplies.
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Example 28

A plant foreman's desk is taxable as office furniture.

4) An industrial processor's own product or finished good that it uses or consumes for purposes
other than industrial processing.

Example 29

A printing company uses its printing equipment 10% of the time to produce
promotional brochures and office supplies which are used internally.  These
promotional brochures and office supplies would be taxable on the cost of raw
materials.  Also, 10% of the taxpayer’s printing equipment would not be entitled to
the industrial processing exemption.  Similarly, 10% of the consumables, utilities,
and other consumed supplies would not be entitled to the industrial processing
exemption.

5) Tangible personal property used for receiving and storage of materials, supplies, parts, or
components purchased by the user or consumer.

6) Tangible personal property used for receiving or storage of natural resources extracted by the
user or consumer.

7) Vehicles, including special bodies or attachments, required to display a vehicle permit or
license plate to operate on public highways, except for a vehicle bearing a manufacturer's
plate or a specially designed vehicle, together with parts, used to mix and agitate materials at
a plant or job site in the concrete manufacturing process.

Example 30

Vehicles bearing a manufacturer's plate are eligible for an exemption if used in a
qualifying activity.  A vehicle bearing a manufacturer's plate being used by an
engineer for testing and analytical purposes would qualify for an industrial
processing exemption.  The exemption should be supported by records such as daily
logs, analytical reports, etc.

Example 31

Vehicles being used by officers or other key executives of  a  manufacturer and
simply bearing a manufacturer's plate would not qualify for an industrial processing
exemption.  In addition, vehicles bearing manufacturer's plates used by dignitaries at
sporting or other events would not quality for an industrial processing exemption.
The vehicles in these instances would not qualify for an industrial exemption
because the vehicle is not being used in a qualifying activity.

Example 32

A cement mixer at a plant or job site in the concrete manufacturing process is
exempt under industrial processing.  Tires and repair parts attached to the concrete
mixing truck or to the mixer are exempt.   Supplies used or consumed in the concrete
mixing truck such as gasoline, oil, antifreeze, windshield washer solvent,
transmission, brake fluid, etc., are subject to tax.
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8) Tangible personal property used for the preparation of food or beverages by a retailer for
ultimate sale at retail through its own locations.

Example 33

A corporation has a central commissary where it prepares much of the food which
will be sold through its several restaurant locations.  The restaurants are separate
divisions of the corporation and each division maintains its own records.  The
central commissary ships the prepared food to the various restaurant locations.  The
corporation does not qualify for an industrial processing exemption because the food
is sold through its own locations.

9) Tangible personal property used or consumed for the preservation or maintenance of a
finished good once it first comes to rest in finished goods inventory storage.

Example 34

A manufacturer shrinkwraps its product before the product is placed in finished
goods inventory (inventory has come to rest).  This shrinkwrap equipment is exempt
for industrial processing.

Example 35

The same manufacturer takes it inventory from finished goods storage prior to
shipping its product to its customers.  Once the manufacturer receives an order from
a customer, it then shrinkwraps the appropriate amount of product for shipment to its
customer.  This shrinkwrap equipment is taxable.

10)  Returnable shipping containers or materials, except when used within a plant site or between
plant sites operated by the same person for movement of tangible personal property in the
process of production.

The definition for containers is found in Departmental rules and means:

[T]he article and devices in which tangible personal property is placed for
shipment and delivery, such as wrapping materials, bags, cans, twines,
gummed tapes, barrels, boxes, tote boxes, pallets, racks, bottles, drums,
carboys, cartons, sacks, and materials from which such containers are
manufactured.

Example 36

An industrial processor uses containers for shipment of in-process parts from one of
its plant sites to another of its plant sites.  These containers, when used in in-process
storage, or movement within or between plant sites operated by the same person,
are exempt under industrial processing.  This includes "dunnage" which is defined in
Departmental rules as being ". . . for a single use only, of bracing, blocking,
skidding, shoring, and other materials, . . ."  However, dunnage, when used in
shipment of a product to a customer, is taxable.
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Example 37

Containers such as pallets and barrels which are used to ship a product and then
returned to the industrial processor for reuse are taxable.  An industrial processor
uses pallets 40% of the time in the plant in movement of in-process materials.  The
remaining 60% of the time the pallets are used in shipping the finished product to its
customers.  The pallets would qualify for a 40% industrial processing exemption.

11) Tangible personal property used in the production of computer software originally designed
for the exclusive use and special needs of the purchaser.

Example 38

Production of customized software is considered a service and therefore the
industrial processing exemption is not allowable on the equipment or supplies used
in the production of custom software.  Also, as a service, the equipment, supplies,
and direct material costs are taxable.

VII. Sales to a person, whether or not the person is an industrial processor, are exempt  if the tangible
personal property is 1 or more of the following:

1) A computer 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.  Examples of computer-related equipment include cabling used to enable
computers to communicate, provided such equipment is dedicated to computers used for
industrial processing.

Examples of computers qualifying for industrial processing

Example 39

Computers programmed to operate robotics on an assembly line.

Example 40

Robotics on the assembly line used by the servicer operating the equipment.

Example 41

Computers used in the design of the final product and/or any component part of the
final manufactured product.

Revenue Admin Bull 2000-4

227b

R
E

C
E

IV
E

D
 by M

SC
 7/17/2019 4:29:14 PM



RAB 2000 - 4
Page 13

Example 42

"Servicer owned" circuit boards in computers used to operate paint application
systems.

Examples of computers NOT qualifying for industrial processing

Example 43

CAD computers used by an engineering firm to design a building for an industrial
processor.

Example 44

Computers used by lumber wholesalers or lumberyards to determine the stress loads
for floor joists on load bearing walls.

Example 45

Computers programmed to manage a finished goods inventory after the inventory
has come to rest.

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 section 4q of the Sales Tax Act
and 4(1)(x) of the Use Tax Act.

6) Equipment used in the production of computer software that is offered for general sale to the
public or software modified or adapted to the user's needs or equipment by the seller, only if
the software is available for sale from a seller of software on an as-is basis or as an end
product without modification or adaptation.

7) The tangible personal property is intended for ultimate use in and is used in industrial
processing by an industrial processor.

Example 46

ABC Corporation is a holding company for several manufacturing entities.  ABC
Corporation is not an industrial processor but purchases a press to be used at no cost
by one of its subsidiary corporations.  The purchase of the press would qualify for an
industrial processing exemption after March 30, 1999.  However, it would not
qualify for an industrial processing exemption prior to March 31, 1999.

8) The tangible personal property is used by a  person to perform an industrial processing
activity for or on behalf of an industrial processor.
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Examples qualifying for industrial processing exemption

Example 47

An industrial processor hires a company that  installs and repairs exempt industrial
processing equipment such as in-process assembly lines.  The company's equipment
and supplies used or consumed in this repair work qualify under industrial
processing.

Example 48

An inspection firm is hired by an industrial processor to inspect items of an
industrial processor that are "in process".  The equipment and supplies used or
consumed in this inspection by the inspection firm are exempt under industrial
processing.

Example 49

An outside company is hired by an industrial processor to conduct in-process
product testing and provide on-going production engineering for the industrial
processor.  The equipment and supplies used or consumed in the product testing and
on-going production engineering by the outside company are exempt under
industrial processing.

Example 50

A die repair company is hired by an industrial processor to repair dies that are being
used in exempt industrial processing functions.  The equipment and supplies used or
consumed by the die repair company are exempt under industrial processing.
Consumed supplies would include supplies used directly in the repair work as well
as other indirect supplies such as natural gas and electricity consumed in the repair
work.  The equipment and supplies are exempt whether the actual repair work is
done at the repair company's own facilities, or at the industrial processor's location.

Examples NOT qualifying for industrial processing exemption

Example 51

A waste removal company  is hired to remove waste or scrap from an industrial
processor after the waste and scrap have come to rest in storage.  The equipment and
supplies which are used or consumed are taxable.

Example 52

A die repair company repairs equipment for a residential home builder and
equipment of a municipality. The equipment and supplies which are used or
consumed are taxable.
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Example 53

An inventory service company is hired to take a finished goods inventory of an
industrial processor. The equipment and supplies which are used or consumed are
taxable.

Example 54

A public relations firm does a market and consumer survey for an industrial
processor to forecast future consumer demand for its products and  the survey is
used by the industrial processor in its production scheduling. The equipment and
supplies which are used or consumed are taxable.
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STATE OF MICHIGAN 
DEPARTMENT OF TREASURY 

Revenue Training Manual 
Sales and Use Taxes 

Industrial Processing Exemption 

This manual was prepared as an instructional text to be used in 
conjunction with classroom training on Michigan's Sales and Use 
Taxes - Industrial Processing Exemption. The purpose of the manual 
is to explain the various provisions of the Sales and Use Tax Acts, 
the Department's policies and practices in administering the Acts and 
the applicable Revenue Administrative Bulletins, Rules and 
Regulations. It is not intended as a statement of law, Department 
policy or any official position independent of existing law and the 
Department's official administrative statements. 

Rules and Regulations, Revenue Administrative Bulletins and Letter 
Rulings referenced herein are the most recent versions available as 
of the date of printing. Users may need to update this manual in the 
future when law changes, court cases or corrections affect the 
substance of the Acts or when policies and procedures that affect the 
administration of the Acts are revised. 

This manual is intended only for training purposes and does not take 
the place of the law. This manual may not be distributed to the public 
without the express permission of the State Treasurer. Questions 
about the content of this manual may be directed to the Constituent 
Education Division. 
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INTRODUCTION and OVERVIEW 

Pre 3/31/99: 

The State of Michigan allows an exemption from sales and use tax for persons 
engaged in the manufacturing process. This industrial processing exemption is 
allowed for equipment, supplies and materials used or consumed in the activity of 
transforming, altering or modifying tangible personal property by changing the 
form, composition, quality or character of the property for ultimate sale at retail or 
sale to another industrial processor to be further processed for ultimate sale at 
retail. 

In simple terms, industrial processing begins with the first processing activity or 
machine and ends with the activity that produces the recognizable unit or product 
for retail sale or sale to another industrial processor to be further processed for 
ultimate sale at retail. The details of what constitutes the beginning and ending 
of the industrial processing exemption will be covered later. 

The theory behind the exemption is that if the end product is taxed, the 
components used or consumed in its production are not taxed so that the product 
is not subject to double taxation. 

Among the definitions used in the explanation of industrial processing are: 
Transform = to change the form or appearance of; to change the nature, 
function or condition of; to convert 
Alter = to change or make a difference 
Modify= to change in form or character, alter 
Form = The contour and structure of something as distinguished from its 
substance. The essence of something as distinguished from its matter. 
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, make-up. The result or product of composing, mixture, 
compound. 
Character = The combination of qualities or features that distinguishes one 
thing from another. 

The manufacturing exemption includes, but is not necessarily limited to, the 
following activities or tangible personal property when performed by and 
purchased by an industrial processor: 

• Production 
• Patent, experimental, development, engineering, inspection by the 

industrial processor and not for a subsidiary or other entity 
• Quality control 

• Research and development for a product the industrial processor will 
produce 
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• Planning, scheduling and production control 
• Design, construction and maintenance of factory machinery 
• Disposal of production scrap and waste 
• Production supervision 
• Production material handling 

• Property which becomes an ingredient/component part of the finished 
product 

• Machinery, tools, dies, patterns - including repair and maintenance 
• Machinery and equipment foundations - including repair and maintenance 
• Property which is consumed, destroyed or loses its identity in a 

manufacturing or other production process 
• Tangible personal property not permanently affixed and becoming a 

structural part of real estate used for manufacturing purposes 
• Fuel or energy used or consumed in industrial processing 

• Machinery, equipment and materials used within a plant site for movement 
of tangible personal property in process of production 

• Certain data processing equipment used directly for industrial processing 
• Certain computer equipment used by servicers who perform specific 

industrial processing functions for industrial processors (see the 
"Computers Used in Industrial Processing by Servicers" section of this 
text) 

After 3/31/95, industrial processing also includes 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 products to nonprofit organizations exempt 
under MCL 205.54q. 

The industrial processing exemption does not include the following activities 
or tangible personal property: 

• Purchasing, receiving and storage of raw materials 
• Sales, distribution, warehousing 
• Shipping 
• Advertising 
• Administrative, accounting and personnel 
• Design, construction and maintenance of real property and 

nonmanufacturing equipment 
• Plant security, fire prevention and hospitals or first aid 
• Tangible personal property permanently affixed and becoming a structural 

part of real estate 
• Office equipment used for nonmanufacturing purposes 
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• Office furniture and office supplies wherever and however used 
• Tangible personal property used for receiving and storage of materials 
• Vehicles licensed and titled for use on public highways (except cement 

trucks used for manufacturing) 
• Tangible personal property for preparation of food and beverage by a 

retailer for retail sale (See the "Retailers and the Industrial Processing 
Exemption" section of this text) 

• Tangible personal property used or consumed for preserving or 
maintaining of a nonfood product in the form and condition in which it is to 
be sold 

• Services performed on the property of others if the services do not 
transform, alter or modify the property to place it in a different form, 
composition or character 

Post 3/30/99: 

Public Acts 116 and 117, passed July 14, 1999, modified and expanded the 
industrial processing exemption. 

The Sales and Use Tax Acts include a definition of 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". 

The definition of an industrial processor is "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 exemption applies to sales to: 
1) An industrial processor for use in industrial processing 
2) A person, even if the person is not an industrial processor, if the tangible 

personal property is intended for ultimate use in and is used in industrial 
processing by an industrial processor 

3) 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 

4) A person, even if the person is not an industrial processor, if the 
equipment is used in the production of canned or modified software 

NOTE: Items (2-4) above were added in the new amendments. 

The amendments also define the beginning and end of the industrial processing 
exemption. The beginning of industrial processing is the movement from raw 
materials storage to when industrial processing starts and ends when finished 
goods first come to rest in finished goods inventory storage. See the "Begin and 
End" section of this text. 
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Activities previously listed as exempt activities in Rule 40 have now been 
included in the Sales and Use Tax Acts. These activities either meet the 
definition of industrial processing or are exempt because they have specific 
exemption in the Acts. 

The following exempt activities, now listed in the Acts, meet the definition of 
industrial processing, since the activities change the form, composition or 
character of the property: 

• Production or assembly 
• Remanufacturing 
• Processing of production scrap and waste up to the point it is stored for 

removal from the plant of origin, if for ultimate sale at retail 
• Recycling of used material for ultimate sale at retail 
• Production material handling (conveyors or material handling that is part of 

a machine meets definition) 

The following activities do not change the form, composition or character of 
property; however, the activities are exempt because they are specifically listed 
in the Acts as an industrial processing activity: 

• Research or experimental activities 
• Engineering related to industrial processing 
• Inspection, quality control or testing to determine whether the materials, 

products or processes conform to specified parameters 
• 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 (forklift & other movements) 
• Storage of in-process materials 

As in Rule 40, the Acts list the following activities that are not exempt: 
• Purchasing, receiving or storage of raw materials 
• Sales, distribution, warehousing, shipping or advertising 
• Administrative, accounting or personnel services 
• Design, engineering, construction or maintenance of real property and 

nonprocessing equipment 
• Plant security, fire prevention, medical or hospital services 

The Acts now list the following property that may qualify for an industrial 
processing exemption: 

• Property that becomes an ingredient or component part of the finished 
product 

Michigan Department of Treasury - Revenue Technical Tax Training 
Sales and Use Tax: The Industrial Processing Exemption 

July 2002 

TREAS000628 



Revenue Technical Tax Training

239b

R
E

C
E

IV
E

D
 by M

SC
 7/17/2019 4:29:14 PM

• Machinery, tools, dies, patterns, machinery foundations or other 
equipment used in an industrial processing activity - including 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, used for installation or maintenance of systems 
used for an industrial processing activity 

• Fuel or energy used or consumed in industrial processing 
• 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 

• Office equipment or data processing equipment used for industrial 
processing activities 

• Vehicles bearing a manufacturer's plate and vehicles specifically 
designed, together with parts, used to mix and agitate materials at a plant 
or job site in the concrete manufacturing process 

The Acts now list the following property that does not qualify for an industrial 
processing exemption: 

• Tangible personal property permanently affixed and becoming a structural 
part of real estate 

• Office equipment or data processing equipment not used for industrial 
processing purposes 

• Office furniture or supplies, wherever and however used 
• Inventory withdrawals that the manufacturer uses or consumes for 

purposes other than industrial processing 
• Tangible personal property used for receiving and storage of purchased 

materials or natural resources extracted by the user 
• Vehicles, including special bodies or attachments, licensed and titled for 

use on public highways 
• Tangible personal property used for the preparation of food or beverages 

by a retailer for ultimate sale at retail through its own locations 
• Tangible personal property used for the preservation or maintenance of a 

finished good once it first comes to rest in finished goods storage. This 
changes pre 3/31/99 guidelines that related only to food products. 

• 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 

The amendments also provide a definition of "product". Product includes 
prototype, pilot model, process, formula, invention, technique, patent, or similar 
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property, whether intended to be used in a business or to be sold, transferred, 
leased or licensed. 

The industrial processing exemption involves more than a simple list of what is 
included and what is not. This exemption has evolved over a number of years; 
some of the more complicated areas will be discussed in this text. 

References: MCL 205.54t and y 

R 205.90 

MCL 205.940 and r 
RAB 2000-4 
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ACTIVITIES OF PROCESSORS THAT MAY NOT QUALIFY 
FOR EXEMPTION 

A manufacturer may be engaged in nonprocessing operations in addition to its 
industrial processing activities. 

Pre-3/31/99: 

If a manufacturer works on the property of others and does not change the form, 
composition or character of the property, the manufacturer is performing a 
service and those activities are taxable. 

NOTE: Subprocessors may appear to be servicers working on the property of 
others. However, subprocessors qualify for the exemption when they are 
changing the form, composition, or character of tangible personal property for 
sales at retail or for sale to another processor. Examples of subprocessors are 
plating companies and heat-treating companies. 

Post-3/30/99: 

If a manufacturer is performing a service, the service activity qualifies for the 
industrial processing exemption if the tangible personal property is used to 
perform an industrial processing activity for or on the behalf on an industrial 
processor. 

See the "Servicer" section of this text. 

During the preliminary discussions with the taxpayer's representative, determine 
all aspects of the taxpayer's activities to determine possible tax issues. Tools, 
supplies, and equipment may be used for both exempt processing purposes and 
for taxable activities. Analysis should be made to determine the materiality of 
any possible adjustments before extensive review is conducted. 

'PRE.: 
'3l31/9 · 
9 

J'0$T~·. 
3/30/9· 
9 

1. 

2. 

3. 

A MANUFACTURER OF AIRPLANE ENGINE PARTS HAS A 
SERVICE DEPARTMENT THAT REPAIRS AND OVERHAULS 
ENGINE PARTS (NOT ORIGINAL WARRANTY REPAIRS) ON 
PROPERTY OWNED BY AIRLINE COMPANIES. (EXCEPTION: 
INTERSATE COMMERCE CARRIER AIRCRAFT, MCL 205.54x 
AND 205.94k) 

A PRINTER PRINTS ON STOCK FURNISHED BY THE 
CUSTOMER. SEE THE ''PRINTERS" SECTION OF THIS TEXT 
FOR EXCEPTIONS. 

A PRINTER BINDS BOOKS FURNISHED BY ANOTHER PRINTER. 
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4. 

5. 

6. 

7. 

8. 

9. 

10. 

11. 

12. 

13. 

14. 

SEE THE "PRINTERS" SECTION OF THIS TEXT FOR 
EXCEPTIONS. 

A PRINTER BINDS BOOKS FURNISHED BY A NONPROCESSOR. 
SEE THE "PRINTERS" SECTION OF THIS TEXT FOR 
EXCEPTIONS. 

PHOTOGRAPHS ARE RETURNED TO A PHOTOGRAPHER TO 
COLOR OR TINT THE PHOTOGRAPHS. THE PHOTOGRAPHER 
IS PERFORMING A SERVICE. R 205.109 

A SIGN MANUFACTURER PAINTS SIGNS OWNED BY AN 
ADVERTISING AGENCY. R 205.119 

A SIGN MANUFACTURER PERFORMS A SERVICE BY PAINTING 
A SIGN ON A PRESS. 

A TIRE COMPANY PURCHASES OLD TIRES AND RETREADS 
THEM FOR SALE TO OTHERS. SEE THE 
"RECONDITIONING/REMANUFACTURING" SECTION OF THIS 
TEXT. R 205.130 

A TIRE COMPANY RETREADS OR VULCANIZES TIRES 
SUPPLIED BY A TRUCKING COMPANY. R 250.130 (EXCEPTION: 
TIRES FOR "ROLLING STOCK", MCL 205.54r AND MCL 205.94k) 

A PALLET MANUFACTURER REPAIRS PALLETS OWNED BY A 
SOAP MANUFACTURER THAT USED THE PALLETS IN THEIR IN-
PROCESS STORAGE AREA. 

A HEAT-TREAT COMPANY HARDENS STEEL TO BE USED BY 
AN AUTOMOBILE MANUFACTURER AS PARTS FOR AN 
AUTOMOBILE. 

A HEAT-TREAT COMPANY HEAT-TREATS DIES OWNED BY AN 
AUTOMOBILE MANUFACTURER. 

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 CONTRACTORS 

• FOR COUNTY ROAD COMMISSIONS 

A COMPANY MANUFACTURES SPIRAL STAIRWAYS AND 
HANDRAILS. THE STAIRWAYS, ETC. ARE CUSTOM MADE TO 
SPECIFIC CUSTOMER REQUIREMENTS AND AFFIXED TO 
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15. 

16. 

17. 

18. 

19. 

REAL TY. THE COMPANY DOES NOT MAINTAIN AN INVENTORY 
OR PRICE LIST. SEE THE "MANUFACTURER/CONTRACTOR" 
SECTION OF THIS TEXT. 
A COMPANY MANUFACTURES SPIRAL STAIRWAYS AND 
HANDRAILS. THE STAIRWAYS, ETC. ARE CUSTOM MADE TO 
SPECIFIC CUSTOMER REQUIREMENTS AND SOLD AT RETAIL. 

A CONVEYOR MANUFACTURER HAS EMPLOYEES FABRICATE, 
ASSEMBLEAND INSTALL THE CONVEYOR PARTS AT THE 
CUSTOMER'S PLANT 

IF THE SAME TOOLS USED IN# 16 ABOVE ARE USED TO 
INSTALL A CONVEYOR USED FOR AN EXEMPT ACTIVITY, THE 
PERCENTAGE OF USE TO INSTALL IS TAXABLE PRIOR TO 
3/31/99 AND EXEMPT AFTER 3/30/99. NOTE: IF ASSEMBLY 
AND INSTALLATION USAGE IS INSEPARABLE, CONSIDER THE 
ASSEMBLY AND INSTALLATION USAGE TAXABLE PRIOR TO 
3/31/99 AND EXEMPT AFTER 3/30/99 

A WINDOW MANUFACTURER MAINTAINS A PRICE LIST. THE 
MANUFACTURER INSTALLS THE WINDOWS. THE TOOLS USED 
AT THE JOB SITE TO INSTALL THE WINDOWS ARE TAXABLE. 

A SOFT DRINK BOTTLER SELLS 5% OF ITS PRODUCED 
PRODUCT THROUGH ITS OWN VENDING MACHINES. ALL 
NORMALLY EXEMPT EQUIPMENT WOULD BE TAXABLE AT 5%. 
THE IP EXEMPTION DOES NOT EXTEND TO THE 
PREPARATION OF FOOD SOLD AT RETAIL. SEE THE "RETAIL 
PREPARATION OF FOOD" AND "STORAGE TANK" SECTIONS OF 
THIS TEXT. 
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Post 3/30/99: 

INDUSTRIAL PROCESSING 
BEGIN AND END 

For determining where the industrial processing exemption begins and ends we 
· need to look at the statute, supporting rules and binding litigation. 

The statutory language in the Sales Tax Act at 205.54(o)(7)(a) and in the Use 
Tax Act at 205.94(s)(7)(a) is identical. "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." 

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: MCL 205.54 
MCL 205.94 
R 205.90 
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CEMENT TRUCKS 

A specially designed vehicle used to mix and agitate materials, which are added 
at a plant or job site in the concrete manufacturing business is exempt. The truck 
and any repair parts are exempt. Tires and repair parts attached to the truck 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. would be subject to tax. 

If a cement manufacturer does not make retail sales but consumes all of the 
product on their own jobs, they would not be entitled to the exemption on the 
cement trucks. They would not be entitled to an industrial processing exemption 
on any of their equipment or supplies. See the "Manufacturer/Contractor" section 
of this manual. 

If the manufacturer of cement is not able to deliver a load of cement immediately, 
a separate charge is made for "wait time". Wait time at the plant or job site for 
the manufacturer/contractor of cement is considered part of the tax base for 
sales tax. 

References: MCL 205.94r(1 )(a) 
MCL 205.54t 
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COMPUTER SOFTWARE MANUFACTURING 

Definitions: 

• Canned Software - offered to the general public on an "as is" basis with or 
without modification. 

• Custom Software - software designed for the exclusive use and special 
needs of a customer. 

Pre-3/31/99 and Post-3/30/99: 

· Equipment, supplies, utilities, etc. used to produce canned software are exempt 
for industrial processing. Equipment, supplies, utilities, etc. used to develop 
custom software are taxable as a service activity. Equipment supplies, utilities, 
etc. used to modify canned software, whether separately itemized for sales tax 
purposes or not, are exempt for industrial processing. 

An industrial processor could not claim exemption for equipment used to modify 
a canned accounting software package for their own use. The software will not 
be used in industrial processing and there is no ultimate sale at retail. 

See RAB 99-5 for the sales tax treatment of computer software. 

References: MCL 205.51 (1 )(e) 
MCL 205.54t(d)(vi) 
MCL 205.94o(d)(vi) 
RAB 99-5 

RAB 2000-4 VII (6) 
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COMPUTER STUDIES 

MCL 205.54t states: 

(5) Property that is not eligible for an industrial processing exemption includes 
the following: 

(b) Office equipment, including data processing equipment, used for 
nonindustrial processing purposes. 

Computers used for industrial processing purposes, including those purchased 
for use in the first four areas described in MCL 205.54t(1 )(d) and MCL 
205.940(1 )(d) (See the "Computers Used in Industrial Processing by Servicers" 
section of this text) can be used in both taxable and exempt functions. If this is 
the case, a study should be made determining the amount of computer time 
spent on taxable functions compared to the total computer usage time. This can 
be based on a week, a month, or any reasonable amount of time that reflects 
normal usage. These figures are normally available from the Information 
Systems Department as the hours are usually billed back to the department 
utilizing the computer service. If no time usage analysis is available, a 
breakdown based on functional usage should be made. The actual functions by 
department should be analyzed, because both taxable and exempt usage can be 
found in almost every department. We cannot assume by the names of 
departments the tax status of the functions that are actually performed there. 

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. For example: 

1) To provide a service to their customers (e.g., designing real property floor 
plans) 

• Pre-3/31/99: Equipment used by a servicer to design a floor plan for an 
industrial processor's exempt machinery would have been taxable. 

• Post-3/30/99: Equipment used by a servicer to design a floor plan for 
an industrial processor's exempt machinery is exempt. 

2) In a post production function 

• Pre-3/31/99: Post production was defined as any function performed 
after the product is compl~te and the first movement away from the 
production line has been made. 
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• Post-3/30/99: Post production functions are now defined as any 
function performed after the product first comes to rest in finished 
goods inventory storage. 

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 use a study as 
described above. 

Computers or computer main frames 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 (personal property), CRTs, modems, printers and monitors 
used in inter- or intra-plant transmissions are taxed on the determined computer 
equipment percentages, not as communication devices. Routers, servers, 
network hookups, etc. are not just communications devices and thus would not 
always be 100% taxable. A separate study for servers and routers should be 
performed if the amounts are material. 

Laptop computers are considered taxable unless the processor or servicer has 
definite proof of the percentage of time the laptop was used in exempt activities. 

In general, the following functions would be considered taxable: 

• Billing 
• Order entry 
• Payroll 
• Accounting 
• Sales/Marketing 
• Shipping 
• Raw material receiving and 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 

References: See the "Computers Used in Industrial Processing by Processors" 
and the "Computers Used in Industrial Processing by Servicers" 
sections of this text. 
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TAXABILITY OF COMPUTER FUNCTIONS 
FORINDUSTffiALPROCESSORS 

1) ACCOUNTS PAYABLE 

2) CAPITAL ASSET SYSTEM 

3) COMPUTERS USED TO OPERATE EXEMPT MACHINES 

4) COMPUTERS USED TO OPERATE TAXABLE MACHINES 

5) DAILY PRODUCTION REPORT FOR PRODUCTION 
SCHEDULING 

6) DAILY PRODUCTION REPORT FOR RAW MATERIAL 
ORDERING 

7} DAILY PRODUCTION REPORT USED FOR COST 
ACCOUNTING 

8) DEFECTIVE WORK-IN-PROCESS INVENTORY 
EXCEPTION REPORT USED TO IMPROVE PROCESS 

9) DESIGN OF MANUFACTURING MACHINE LAYOUT 

10) DESIGN OF REAL PROPERTY FLOOR PLAN 

11) DIRECT COMPUTER ORDERING FROM MFG. TO 
SUPPLIER {EDI ORDERING) 

12) DIRECT LABOR VARIANCE REPORT 

13} EDAP AUDITING 

14) FINANCIAL ANALYSIS & FORECASTING 

15} GENERAL LEDGER 

16) INSTATE PRODUCTION SCHEDULING FOR OUTSTATE 
DIVISION 

17) INVENTORY EXCEPTION REPORT FOR DEFECTIVE 
RAW MATERIAL USED TO ADJUST PAYMENT TO 
VENDOR (IF NECESSSARY) 

T 

T 

E 

T 

E 

T 

T 

E 

E 

T 

T 

T 

T 

T 

T 

E 

T 
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.. 

18) 

19) 

20) 

21) 

22) 

23) 

24) 

25) 

26) 

27) 

28) 

29) 

30) 

31} 

32) 

33) 

t, . '.;.,DESCRIPTION OF FIJNCTION ·.·· TAX :·". /' ,· .f .· '< ....... . . • . . STATUS 

INVENTORY MANAGEMENT FOR FINISHED GOODS T 

INVENTORY MANAGEMENT FOR RAW MATERIAL T 

INVENTORY MANAGEMENT FOR WORK IN PROCESS T 
FOR COST ACCOUNTING 

INVENTORY MANAGEMENT FOR WORK IN PROCESS E 
FOR PRODUCTION SCHEDULING 

ORDER REPORT PRINTED BY PRODUCT AND E 
CUSTOMER FOR PRODUCTION SCHEDULING 

PERSONNEL/ADMIN/PAYROLL T 

PRINT FORECAST OF ORDERS BY PRODUCT FOR E 
PRODUCTION SCHEDULING 

PRINT FORECAST OF POTENTIAL SALES BY PRODUCT T 

PRODUCTION PERSONNEL SCHEDULING-OVERTIME T 

PRODUCTION PERSONNEL SCHEDULING-OVERTIME·- T 
FOR FAIR ROTATION OF UNION EMPLOYEES 

PRODUCTION PERSONNEL SCHEDULING-OVERTIME·· E 
TO DETERMINE MANPOWER REQUIREMENTS FOR 
CONTINUED PRODUCTION 

PRODUCTION PERSONNEL SCHEDULING-VACATION T 

PRODUCTION PERSONNEL SCHEDULING-VACATION·- E 
TO DETERMINE MANPOWER REQUIREMENTS FOR 
CONTINUED PRODUCTION 

PRODUCTION REPORT DETAILING CAUSES OF WORK E 
STOPPAGES USED TO IMPROVE THE PRODUCTION 
PROCESS 

PRODUCTION REPORT DETAILING FREQUENCY OF E 
DEFECTIVE IN-PROCESS MATERIAL USED TO 
IMPROVE PRODUCTION PROCESS 

PRODUCTION SCHEDULING E 
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34) 

35) 

36) 

37) 

38) 

39) 

40) 

41) 

42) 

43) 

44) 

45) 

46) 

47) 

48) 

49) 

·. 

PURCHASE ORDER ENTRY 

PURCHASING 

QUALITY CONTROL INSPECTION REPORT OF RAW 
MATERIALS 

QUALITY CONTROL OF IN-PROCESS MATERIAL 

RAW MATERIAL USAGE REPORT 

RAW MATERIALS PROPERTIES REPORT USED TO: 
A) DETERMINE AMOUNT TO PAY VENDOR OR TO 

DECIDE TO KEEP OR REPLACE VENDOR 

B) DETERMINE QUALITY OF RAW MATERIALS TO 
DECIDE WHETHER PRODUCT WILL BE GENERIC 
OR NAME BRAND 

RESCHEDULING ONGOING PRODUCTION TO 
ACCOMMODATE INSTALLATION OF PRODUCTION 
EQUIPMENT 

SALES ANALYSIS 

SALES HISTORY REPORT 

SALES INVOICE GENERATION 

SALES ORDER ENTRY 

SALES REPORT PRINTED BY PRODUCT & CUSTOMER 

SCHEDULING OF EMPLOYEES INVOLVED IN 
INSTALLATION OF PRODUCTION EQUIPMENT 

SCHEDULING OF PRODUCTION MACHINE 
MAINTENANCE OR REPAIR 

SCHEDULING REMOVAL OF EXISTING PRODUCTION 
EQUIPMENT 

SCRAP REPORT 

,.TAX• ·/ ,,.. .·• . i{EASON 
STATUS 

T PURCHASING 

T PURCHASING 

T ADMINISTRATIVE 

E INSPECTION/QUALITY 
CONTROL 

T PURCHASING 

T ACCOUNTING 

E PRODUCTION 

E PRODUCTION 
SCHEDULING 

T SALES 

T SALES 

T ACCOUNTING 

T SALES 

T ACCOUNTING/SALES 

T ADMINISTRATIVE 

E PROCESSING MACHINE 
MAINTENCE 

T PRODUCTION CEASED 

T COST ACCOUNTING 
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50) SHIPPING DOCUMENTS 

51) SUMMARY OF COMPLETED ORDERS BY PRODUCT 

52) SUMMARY OF PENDING ORDERS FOR PRODUCTION 
SCHEDULING 

53 WARRANTY INFORMATION & ADMINISTRATION 

,T4X .. , REASON 
.·,STATUS 

T SHIPPING 

T SALES 

E PRODUCTION 
SCHEDULING 

T ADMINISTRATIVE 
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COMPUTERS USED IN INDUSTRIAL PROCESSING BY 
SERVICERS 

MCL 205.54 t( 1 )( d) and MCL 205.940( 1 )( d) grant exemption to service rs 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. 

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 the above 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 
• Servicer owned circuit boards in computers used to operate paint 

application systems 

Examples of taxable usage of computers: 

• CAD computers used by engineering firms to design buildings 
• Lumber yards or specialized kitchen designers to design the layout of a 

home or kitchen 
• Lumber wholesalers or lumber yards to determine the stress loads for floor 

joists on load bearing walls 
• Computers programmed to operate a finished goods inventory retrieval 

system or stores account 
• CAD equipment used for engineering design and development not directly 

related to the manufacturing design process 

Pre-3/31/99: This would include any post production activities. 
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Post-3/30/99: This would include any post-finished goods inventory 
storage activities. 

• Experimental research (R & D) performed for an industrial processor 

Post-3/30/99: this activity is exempt. 

• Computers and equipment used to test products for defects for an 
industrial processor 

Post-3/30/99: this activity is exempt if performed prior to the product 
coming to rest in finished goods inventory storage. 

Pre-3/31/99: 
Research and development are not exempt activities for servicers as there is no 
transforming, altering or modifying of a product for ultimate sale at retail. This 
exemption is available only to industrial processors. 

Post-3/30/99: 
Research and development are exempt if performed by a servicer for or on 
behalf of an industrial processor. 

Pre-3/31/99: 
Paper, supplies, electricity and other items consumed in the CAD/CAM process 
while performing a service for a manufacturer are taxable. CAD/CAM equipment 
for servicers includes canned software only if it is capitalized and either 
depreciated or amortized. If it is expensed, it is not considered to be equipment. 
Custom software is always exempt. 

Post-3/30/99: 
Any items used or consumed in the CAD/CAM process that would be exempt for 
the industrial processor are now exempt for servicers performing the same 
function for or on behalf of the industrial processor. 

References: MCL 205.54t(1 )(d) 
MCL 205.940(1 )(d) 
R 205.90 
RAB 99-5 
RAB 00-4 
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DELIVERY· JUST IN TIME 

Pre 3/31/99: 

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 purchaser 
and the supplier. 

No matter how coordinated the activities of the supplier's production and the 
purchaser'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 may not be a finished goods inventory. 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. The shipping functions are still 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. 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 with the move immediately before 
production. 

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 or 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. 

Post 3/30/99: 

The tax status of the purchaser and supplier still remains dependent on their own 
facts and activity. What has changed is the Sales and Use Tax Acts now allow 
the industrial processing exemption for material handling movement of 
purchased materials removed from raw materials inventory. This is easily 
identified when there is clear and identifiable raw material storage and becomes 
more difficult to identify receiving from exempt material handling activities when 
the purchaser's operations are highly automated. 
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The taxable and nontaxable areas of just in time inventory scheduling can be 
demonstrated with examples. The following examples assume the purchaser 
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. 

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. As the truck is being unloaded, the parts are 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 
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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. 

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 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 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 is taxable, since it 
is 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 the material may move 
directly to the production area. Review the receiving area carefully in your plant 
tour to determine if there is a break between the receipt of the purchased 
material and the movement to the production area. 

Michigan Department of Treasury - Revenue Technical Tax Training 
Sales and Use Tax: The Industrial Processing Exemption 

July 2002 

TREAS00064 7 



Revenue Technical Tax Training

258b

R
E

C
E

IV
E

D
 by M

SC
 7/17/2019 4:29:14 PM

DIRECT PAY 

Direct pay is a process whereby the Michigan Department of Treasury authorizes 
a taxpayer to report their sales and use tax liability directly to the Department. 
After June 1999 direct pay provisions are provided by statutory provisions in the 
Sales Tax Act, MCL 205.54a(l)(o), and the Use Tax Act, MCL 205.98. 

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. 

A few contractors also have a limited direct pay account. These usually cover 
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. 

Attached is a copy of a standard direct pay permit. 
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Refer to RAB 2000-3 for the requirements to receive direct pay authorization and 
obligations of a taxpayer receiving direct pay status. 

References: MCL 205.54a(l)(o) 
MCL 205.94 
RAB 2000-3 
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Dear: Taxpayer 

STATE OF MICHIGAN 

DEPARTMENT OF TREASURY 

TREASURY BUILDING 
LANSING, MICHIGAN 48922 

In response to your correspondence of , the Revenue Division of the Michigan Department of Treasury 
hereby authorizes to operate under a direct pay permit for Michigan sales and use taxes. This 
becomes effective ___ _ 

This letter is your "direct pay" permit. This represents your authority to report sales and use tax liabilities directly to the 
Department of Treasury, and is limited to purchases of tangible personal property. In addition, the following are excluded 
from your direct pay authorization. 

• 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 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. 

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, you should state on your purchase orders to vendors this notation: "Authorized to pay sales or 
use taxes on p~rchases of tangible personal property directly to the State of Michigan under Account Number 

You may furnish a copy of this Jetter to any vendor who questions your direct pay authority. 

If you have any questions, please write or call this office at (517) 636-4230. 

Sincerely, 

Dale P. Vettel, Administrator 
Technical Services Division 
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EXTRACTIVE OPERATIONS 

Prior to Public Acts 116 and 117 of 1999, the extractive operation exemption was 
only addressed in the promulgated rules. The 1999 amendments explained later 
in this section are effective retroactively to March 31, 1995. 

The extractive operator included a person who, from his own land or from the 
land of another, either directly or by contract, took or extracted for resale: 

• Ore 
• Oil 
• Gas 
• Coal 
• Timber 
• Stone 
• Gravel 
o Clay 

• Minerals 
• Sand 
• Gypsum 
• Salt 
• Other natural resource material 

The exemption began for the extractive operator when contact was made with 
the actual type of natural raw material being recovered. No exemption was 
allowed prior to the contact with the natural raw material. 

The following are examples of taxable use of equipment: 

• Removal of top soil before contact with gravel 
• Removal of trees before contact with gravel 
• Snow removal 
• Road grading 

If the same equipment were used for both the removal of the topsoil and the 
removal of gravel, a percentage exemption would be allowed. However, if the 
topsoil was also sold, all equipment used to extract the topsoil and gravel would 
be exempt for processing. 

Another example of dual usage would be a land stripper that may also be used in 
the "mixing" of various sizes of gravel which qualifies for the industrial processing 
exemption on a percentage basis. 
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Processing included all necessary processing operations before shipment from 
the place of extraction. 

The processing exemption did not include tangible personal property consumed 
or used in the transportation of the material or the construction, alteration, 
improvement or repair of buildings, storage tanks or storage and housing 
facilities. 

OIL AND GAS 

The drilling or prospecting for oil and gas did not constitute industrial processing. 
The exemption only began when contact was made with the natural resource. 

To determine the taxability of a well we should visualize it in three stages: 

1) DRILLING-including through the cementing of production casing: 
TAXABLE 

2) COMPLETION-starts with the perforation and tubing installation: 
EXEMPT 

3) PRODUCTION-actual extraction and production: EXEMPT 

Post-3/31/95: 

Extractive operations are no longer associated with the industrial processing 
exemption. The current exemption covers a sale of tangible personal property to 
an extractive operator for use or consumption in an extractive operation. 

The description of "extractive operations" has not changed. Its definition was 
merely put into the statute. It is defined as "the activity of taking or extracting for 
resale ore, oil, gas, coal, timber, stone, gravel, clay, minerals, or other natural 
resource material". 

The extractive exemption begins when contact is made with the desired product 
being recovered. It continues through all necessary operations and movements 
and ends when the natural raw product first comes to rest in finished goods 
inventory storage at the extraction site. 

The extractive exemption is available if a servicer is performing an extractive 
operation. The natural resource still has to be sold but it does not have to be 
sold by the servicer. 
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The Acts specifically exempt tangible personal property used in depositing 
tailings from hard rock mining and in extracting lithologic units necessary to 
produce iron ore. The Department has interpreted this to include movement of 
tailings to the final resting point. 

Casing pipe or drive pipe without specific measurements is also specifically 
mentioned in the statute as eligible for the extractive exemption. Rule 49 
exempted case and drive pipe commonly known as 8-inch or under if used in 
production. Casing pipe or drive pipe used in production was and still is exempt. 
Pipe, even if 8-inch or under, was and is taxable if not used in production such as 
being abandoned in a dry hole. The use of this pipe rather than its dimensions 
determines the exemption. 

The following examples reinforce or expand on the exemption given to an 
extractive operator. 

Example 1: S S G Corporation extracted gravel from a site or pit that it owned. 
The gravel was ideal for use in building roads. The gravel was loaded into non­
highway trucks, moved over a company owned road to locations about one half 
mile from the pit and stored in piles until it was removed for sale. The pit and the 
finished goods inventory storage location were both located on one parcel of 
land. Would the equipment used to move the gravel to the storage area be 
taxable, partially taxable, or exempt? 

Post 3/31/95 Answer: Extractive operations are exempt. An extractive operation 
includes the movement of the natural resource material to the point at which the 
natural raw product being recovered first comes to rest in finished goods 
inventory storage at the extraction site. In this example, the first resting place of 
the gravel in a finished goods inventory state is in the pile located one half mile 
from the pit. We would consider the pit and the surrounding area as the 
extraction site and exempt all of the transportation equipment. 

Example 2: We have the same facts as in example one but the pile of raw 
material/finished goods inventory is located five miles down the highway and the 
vehicles transporting the gravel are licensed for highway use. Would the 
transportation equipment and fuel in this example be exempt from tax, partially 
exempt or taxable. 

Post 3/31/95 Answer: In this example it is not necessary to decide whether the 
five mile journey down the highway is a taxable or exempt movement. Since the 
trucks are licensed to operate on the public highways, by statute they are subject 
to tax. We would not, however, consider the inventory location as part of the 
extraction site. 
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Example 3: We have the same facts as in examplE? number one but the extractor 
crushes some of the gravel so that it can be used in the manufacture of cement 
for ultimate sale at retail. The crushing operation is done next to the pile of raw 
material/finished goods inventory storage. Is this crushing operation a necessary 
extractive operation? 

Post 3/31/95 Answer: The crushing operation is not an extracting operation. 
The extracting operations ended when the gravel was placed in· the pile of raw 
material/finished goods inventory. The crushing operation would qualify as an 
industrial processing operation. 

Example 4: XYZ Corporation extracted sand from a site or dune that it owned. 
The sand was stored at the extraction site. Half of the sand was sold at retail 
and the other half was consumed in their road building contracts. What portion of 
the sand extraction equipment is exempt from tax and what would be the tax 
base for the consumed sand? 

Post 3/31/95 Answer: The corporation is an extractive operator who consumes 
part of its product. Its tax base on consumed goods is wholesale fair market 
value. Since the extracted product is available for sale, 100% exemption applies 
to the extractive equipment even if the extractive operator consumes the product 
by attaching it to the real estate of others. 

Example 5: XYZ Corporation extracted sand from a site or dune that it owned. 
The sand was stored at the extraction site. All of the sand was consumed in their 
road building contracts. What portion of the extraction equipment is exempt from 
tax and what would be the tax base for the consumed sand? 

Post 3/31/95 Answer: The extraction equipment is taxable and the tax base for 
the sand is zero. The corporation is not defined as an extractive operator 
because the requirement that the product be sold was not met. 

The extracting or assembly costs do not meet the definitions of manufacture or 
fabricate when determining the price of materials attached to real estate by a 
construction contractor. 

Example 6: Oil is extracted and stored near the well. It is later moved through 
pipes several miles to be refined. Is the compressor used to move the oil to the 
refinery taxable or exempt? 
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Post 3/31/95 Answer: The compressor is taxable. The extractive operation 
exemption does not include property used in transporting the product from the 
place of extraction after it has come to rest in finished goods inventory storage. 
In this example, the first finished goods inventory storage was located near the 
well. 

Example 7: Three producing oil wells are located on one tract of land owned by 
the extractor. The wells are one mile apart. The production from the wells is 
moved through pipes and first comes to rest in central storage tanks located 
between the wells. Are the piping and pumps used to move the oil from the wells 
to the central storage tanks exempt? 

Post 3/31/95 Answer: The piping and pumps are exempt. Equipment used 
before transport of the natural resource from the production area is eligible for 
the extractive operation exemption. The wells and the storage tanks are all 
located at the extraction site. 

Example 8: Three producing oil wells are located on three separate tracts of land 
owned by the extractor. The wells are four miles apart. The oil from each well is 
transported through pipes to the same central storage tank located four miles 
from each well. The central storage tank is the place where the oil first comes to 
rest in finished goods inventory storage. Most of the piping runs through land 
owned by others. Are the piping and pumps used to move the oil from the wells 
to the central storage tanks exempt? 

Post ,3/31/95 Answer: The piping and pumps are exempt. Extractive operations 
includes all necessary movement of the natural resource material until it comes 
to rest in finished goods inventory storage at the extraction site. The wells and 
the storage tanks are all located at the extraction site. 

Example 9: A paper manufacturer owns 160 acres of trees. It contracts for 
certain trees to be harvested for pulp. The trees are cut at the base, delimbed, 
cut to length, put into an iron mule and dragged to a staging area. Trucks 
equipped with loading arms load the attached flat bed trailers and trailing pups. 
The trucks pull the logs five miles over the access road to the public highway and 
on to the paper mill. Is the travel on the access road a taxable or exempt 
movement of extracted materials? 

Post 3/31/95 Answer: Extractive operations include movement of natural 
resource material until it first comes to rest in finished goods inventory at the 
extraction site. In this example, finished goods inventory first comes to rest at 
the staging site. Subsequent movement from the place of extraction is a taxable 
operation. 
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Example 10: A paper manufacturer owns 160 acres of trees. It contracts for 
certain trees to be harvested for pulp. The paper manufacturer maintains the 
logging roads or two ruts by installing culverts, adding stone, and grading with its 
bulldozer. The logging road is entirely within the extracting site. Does the 
extractive operation exemption include the maintenance of the logging road? 

Post 3/31/95 Answer: The paper company is repairing or improving real estate 
when it repairs the roads. The extractive operations exemption does not include 
this activity. 

Example 11: Mike's Equipment Repair maintains and repairs the equipment 
used by an iron mining company in their extractive operation.. The mining 
company sells the iron. Do the tools used by Mike's Equipment Company qualify 
for exemption? 

Post 3/31/95 Answer: Servicers qualify for the exemption given to the extractive 
operator when they perform an extractive operation. Repair of equipment used 
in the extractive operation qualifies as an extractive operation and their tools 
would be exempt from tax. 

Example 12: An iron mining company removes tailings from its ore at its 
processing plant near the mine. The tailings are transported one mile by huge 
earthmoving trucks to a tailings basin on the company's property. The road is 
owned and maintained by the mining company. Are the trucks used to transport 
the tailings taxable? Is the equipment used to maintain the road taxable? 

Post 3/31/95 Answer: Property eligible for the extractive operation exemption 
includes personal property used in depositing tailings from hard rock mining 
processing. The Department has interpreted this to include movement of the 
tailings to their final resting place. In this example, movement does not require 
the use of licensed vehicles so the transportation equipment is exempt. 

The road is real property. Equipment and supplies used to maintain real property 
are subject to tax no matter where it is located. 

MANUFACTURER/CONTRACTORS (EXTRACTORS/CONTRACTORS) RAB 
93-5: 

An extractor is also subject to the manufacturer/contractor rules as defined in 
RAB 93-5 when the natural raw product being recovered is further processed 
after first coming to rest in finished goods inventory storage at the extraction site. 
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NOTE: A contractor who only extracts natural resources for its own use is not an 
extractive operator as defined in the Act. To qualify for this exemption, the 
extractor has to sell part of the resources being extracted. (See example 5 
above to calculate the tax base of extracted materials used by contractors who 
only extract for their own use.) 

There are two types of manufacturer/contractors as defined in RAB 93-5. See 
the "Manufacturer/Contractor" section of this text for a detailed discussion. 

Type 1: 
• Maintains inventory for sale to others 

or 
• Makes tangible personal property available for sale to others through a 

publication or a price list 

Type 2: 
• No inventory maintained for sale to others 
• No publication or price list available 

The first example below is a Type 2 manufacturer/contractor. The second 
example is a Type 1 manufacturer/contractor. 

Example 1: ABC company extracts gravel from its own pit. It is crushed so it can 
be used in road bases. The contractor uses half of the gravel to construct a road 
and half is sold. What is the tax base of the crushed gravel used in the road 
contract? 

Post 3/31/95 Answer: The tax base of the consumed gravel is the material cost 
of the raw gravel (fair market value) plus the labor costs to manufacture or crush. 
The statute states that the consumed or used portion of an extractive operator's 
product, other than the manufacturing a product for ultimate sale, is taxed at its 
fair market value. 

Example 2: XYZ Asphalt Company extracts gravel and sand from parcels that it 
owns. Both resources are maintained in an inventory for sale to others. The 
company also manufactures asphalt that is available for sale to others through a 
price list. Sand and gravel is consumed by the company through its asphalt 
contracts. It is used in making the asphalt and in the preparation of the real 
estate to receive the asphalt. What is the tax base of the consumed sand and 
gravel? 

Post 3/31/95 Answer: The tax base for the sand and gravel used to prepare the 
real estate to receive the asphalt is fair market value of the extracted resources 
per statute. The tax base of the consumed asphalt, which includes the sand and 
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gravel, is its finished goods inventory value. It makes no difference whether the 
sand and gravel was extracted from the taxpayer's dune or pit or from the 
property of another. 

There is a difference between a manufacturer/contractor and an 
extractor/contractor. For the extractor/contractor, the tax base for self use 
materials will always be "fair market value" regardless if an inventory or price list 
is maintained. 

References: MCL 205.54u 
MCL 205.94p 

R 205.90 
R 205.99 

RAB 89-56 
RAB 93-5 

LR 77-4 
LR 80-5 
LR 81-1 
LR 86-2 
LR 88-26 
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"FARMING OUT" OF INDUSTRIAL PROCESSING FUNCTIONS 

Will the IP exemption apply for an entity that purchases equipment, tools, and 
supplies to be used in industrial processing, but who is not an industrial 
processor? 

PRE-3/31/99: The IP exemption would not be available if the entity did not 
transform, alter, or modify tangible personal property by changing the form, 
composition, or character of the property for ultimate sale at retail or sale to 
another industrial processor to be further processed for ultimate sale at retail. 
However, if the entity did qualify as an industrial processor, even if in an 
unrelated activity, the exemption would be available. 

POST-3/30/99: 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 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 Manufacturing Corporation is a California based distributor of 
automobiles. They do no actual manufacturing themselves as all production is 
farmed out to DEF Corporation, a wholly owned subsidiary located in Detroit, 
Michigan. ABC Corp. has purchased dies for $10,000,000 that will be used by 
DEF Corp. in the actual manufacturing of automobiles. Is ABC Corp. liable for 
sales or use tax on the purchase of the dies if delivered to them in Michigan? 

Pre-3/31/99 Answer: Yes, ABC Manufacturing Corp. would owe sales or use tax 
on the dies, as they are not an industrial processor. 

Post-3/30/99 Answer: The dies would be exempt, as they are used by an 
industrial processor in an industrial processing activity. 

Example 2: Same situation as in example # 1 above, except that ABC 
Manufacturing Corp. also manufactures paper clips at a small plant in Davenport, 
Iowa. Is ABC Corp. liable for sales or use tax on the purchase of the dies 
delivered to them in Michigan? 

Pre-3/31/99 and Post-3/30/99 Answer: No, the dies would be exempt for IP. 
ABC Manufacturing Corp. does qualify as an industrial processor in the unrelated 
activity of manufacturing paper clips. Also, the dies are used by an industrial 
processor in an industrial processing activity. 
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Example 3: GHI Corporation is a book publisher located in Flint, Michigan. They 
perform composition work, artwork, and graphics in conjunction with the books 
they sell. However, all the actual printing of the books is done by a printer 
located in Toledo, Ohio. ls GHI Corp. liable for sales or use tax on equipment or 
supplies used in performing the artwork, graphics, and composition? 

Pre-3/31/99 and Post-3/30/99 Answer: No, these items would be exempt for IP. 
GHI Corp. is an industrial processor as their activities are part of transforming, 
altering or modifying the form, composition, or character of property that will 
ultimately be sold at retail. 

Example 4: JKL Corporation is a distributor of kitchen cabinets located in Ann 
Arbor, Michigan. They do no actual manufacturing themselves as all production 
is farmed out to a separate controlled group member, MNO Corporation, located 
in Grand Rapids, Michigan. JKL Corp. has employees (engineers) permanently 
on site at MNO Corporation performing quality control functions and product 
inspection. Is JKL Corp. liable for sales and use tax on the tools and supplies 
purchased for their engineers? 

Pre-3/31/99 Answer: Yes, JKL Corp. would owe sales or use tax on these tools 
and supplies, as the activities of the engineers would not make them an industrial 
processor. 

Post-3/30/99 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. 
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GRAIN ELEVATORS 

The following drawing shows a typical grain elevator and the areas that would 
normally be considered taxable {T) or exempt (E). 
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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. Per statutory changes as of December 17, 1998, 
the above service would qualify for the Agricultural Production exemption 
as well as the utilities used in this activity. 
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4) Cleaning equipment used to remove clay from grain would be exempt for 
industrial processing. This is also true if this equipment is located at a 
secondary location (not in close proximity to the primary elevator site). 

References: LR 86-10 
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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" and "Inventory 
Withdrawals/Demonstration" sections of this text. 

MICHIGAN WITHDRAWALS: 

The above 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 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: 

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 would be exempt for interstate commerce. Sales tax 
would be 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 
1,01 O 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 
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"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: 

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-rn" 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: 

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 furniture polish given away is taxable on cost. 

EXCEPTIONS: 

• Inventory withdrawals for the fulfillment of a contract affixing to realty by a 
manufacturer/contractor are taxable on finished goods inventory value 
(see the "Manufacturer/Contractor" section of this text). 

• Items donated by a manufacturer, wholesaler or retailer to a qualified exempt 
entity are not taxable. A qualified exempt entity is a nonprofit school, 
nonprofit hospital, nonprofit home for the care of the aged or children 
(operated by certain types of organizations), parent cooperative preschool, or 
church. 

• Food items given away are not taxable. This includes prepared food, 
except for employee meals. Employee meals were considered retail sales 
subject to sales tax until September 30, 2001. Effective October 1, 2001 
employee meals provided during work hours are no longer taxable 
whether given away or sold to the employee. 

• Promotional or packaging material transferred for use in fulfilling a 
redemption offer (box tops, labels, rebates) to a person located outside 
this state are exempt for resale even if a servicer fulfills the redemption. 

• 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. 
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• Prescription drug samples given away by a manufacturer of prescription 
drugs to health professionals are exempt. All packaging materials are 
taxable at material cost and any packaging or material handling equipment 
may need to be prorated, depending on any other uses of the equipment. 
See the "Other Deductions" manual. 

• Prescription drug samples given away by a wholesale distributor to health 
professionals are exempt. 

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. 

EXCEPTION: The Michigan Court of Appeals Sharper Image case involved 
catalog mailings from out-of-state sources. The court ruled that the Michigan use 
tax statute lacks specific language to tax the activity of "distribution". The court 
also ruled that Sharper Image did not exercise sufficient control over the catalogs 
inside Michigan to meet the definition of "use". 

Based on the Sharper Image court case, the following conditions must be met for 
the 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. 

See the "Inventory Withdrawals" flow chart in this text for assistance in 
determining the use tax base of tangible personal property withdrawn from 
inventory. 
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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. 

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: MCL 205.94c, e, and t 
R 205.90 
R 205.112 

RAB 93-5 
LR 73-7 
IBM vs. Michigan Department of Treasury 
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Sharper Image vs. Michigan Department of Treasury 
Wilson Sporting Goods vs. Michigan Department of Treasury 
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USE TAX BASE OF TANGIBLE PERSONAL PROPERTY 
WITHDRAWN FROM INVENTORY 

Is the item withdrawn from a 
Michigan inventory? 

Is the item for internal use? Are the Ml destination items: 
1. Distributed by mail or common carrier and 
2. Not controlled by the taxpayer? 

Is the item for the fulfillment of a real 
property contract? 

Is the item fillY of the 
following: 
1. Food? 

Seethe 
"Mfr/Con­
tractor" 

section of 
this text 

Is the item food? 

Not 
subject to 

tax. 

Use tax base 
is material 

cost. 

2. Donated by 
manufacturer, retailer or 
wholesaler to a qualified 
exempt entity? 

3. Promotional material 
used in a redemption 
offer to a person located 
out-of-state? 

4. Samples given away by 
a prescription drug 
manufacturer or 
wholesale distributor to 
health professionals? 

Not 
subject to 

tax. 

Use tax base is 
material cost 

Not subject to 
tax. 
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INVENTORY WITHDRAWALS/DEMONSTRATION 

The following discussion applies to manufacturers who self-produce or purchase 
items exempt for demonstration purposes. This also applies to retailers who 
purchase inventory type items for demonstration. 

Demonstration is the display or operation of a product in order to entice a 
customer to buy the product. 

ALL of the following guidelines must be met to qualify for demonstration 
purposes: 

1) The product is being used for bona fide demonstration purposes. 
2) The sole use of the product is for demonstration. 
3) The item is not a sample. Title and possession is transferred when 

samples are given away. (See the "Samples" section of this text). 
4) The taxpayer is in the business of selling the demo type property. 
5) Title is retained by the company using the product for 

demonstration. 

Some demonstration activities consist of: 

• Product display. 
• Salesman using the product to show the use or features of the product. 
• Customer using the product in the store to see how the product operates. 

Some activities that do not constitute demonstration are: 

• Advertising of the product. 
• Company personnel using the product for their own personal use. 

If all of the above guidelines are not met, see the "Inventory 
Withdrawals/Consumed Goods" and "Samples" sections of this text for further 
guidance. 

If a company retains title to the property and the above criteria are met, the item 
can qualify as demo type property even if independent representatives make the 
demonstration. 

Any shelving, equipment, software, electricity, etc. used in displaying or 
demonstrating the demo type property is taxable, since those items are not sold 
in the ordinary course of business. 

Any subsequent sale of the item used for demonstration is subject to sales tax on 
the retail selling price. If the items used for demonstration are eventually given 
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away, tax is due on material cost unless qualifying for exemption (e.g., a qualified 
exempt entity). 

Examples: 

EXEMPT: 

• A furniture manufacturer withdraws furniture from inventory. The furniture 
is used in company showrooms in Michigan and throughout the country. 
The furniture is used for display purposes only and not used for the 
manufacturer's own general use at any time. The furniture is eventually 
sold. 

• A chain saw manufacturer has its own salespersons demonstrate chain 
saws to prospective customers. 

TAXABLE: 

• A manufacturer and retailer of computers uses inventory items for display 
and "after market" training purposes. 

• A manufacturer of snowmobiles uses the same snowmobile for display 
and racing purposes. 

• Swatch books used by furniture salespersons to display colors and types 
and grades of fabrics that can be used on a chair (the salespersons are 
not in the business of selling fabric). 

• Carpet samples used by carpet retailers to display color choices, styles 
and grades. 

References: MCL 205.51(b) 
MCL 205.94(c) 
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MANUFACTURER/CONTRACTOR 

A MANUFACTURER/CONTRACTOR manufactures tangible personal property 
that they affix to realty or may sell to others. There are two types of 
manufacturer/contractors as defined in RAB 93-5. 

Type 1 

1) Maintains inventory for sale to others, OR 
2) Makes tangible personal property available for sale to others 
through a publication or a price list. 

Tax Status: 

1) Retail sales are subject to sales tax on full selling price. 
2) Use tax base for material withdrawn from inventory and affixed to 

realty on construction projects is "FINISHED GOODS INVENTORY 
VALUE". 

3) Equipment and supplies qualify for manufacturing exemption if used in 
the manufacturing process. Tools used at the construction site do not 
qualify for exemption unless used to mix, blend, etc. 

"Finished Goods Inventory Value" is given the same interpretation as that given 
inventory valuation in U.S. Treasury Regulation 1.471-11. (Full absorption 
method of inventory valuation for manufacturers.) 

Type2 

1) Inventory not maintained for sale to others, AND 
2) No publication or price list. 

Tax Status: 

1) Retail sales are subject to sales tax on full selling price. 
2) Use tax base for material affixed to realty is the direct cost of 

material and direct cost of labor to fabricate and assemble property. 
3) The cost of a subprocessing activity by an outside party would be a 

part of the cost of material for determining the base subject to tax. It does 
not matter if the subprocess occurs before or after the transfer of 
ownership to or possession by the manufacturer/contractor. 

4) Equipment and supplies do not qualify for manufacturing exemption. 
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Cost of direct materials includes, but is not limited to: 

1) Raw materials 
2) Supplies entering into the product 
3} Supplies consumed in connection with the product 
4) Freight-In shipping or any costs in getting the material to the point of 

manufacturing 
5} Amounts paid for processing by a second party 

Cost of direct labor includes, but is not limited to costs incurred in the shop: 

1) Wages (basic and overtime) 
2) Vacation and Holiday pay 
3) Sick leave pay 
4) Shift differential 
5) Fringe benefits 
6) Bonuses 
7) Commissions 
8) Health insurance 
9) Workers' compensation 

10) Pension and retirement 
11) Profit sharing 
12) Payroll taxes 
13) Payments to a supplemental unemployment benefit plan 
14) Any other payment incurred on behalf of employees directly engaged in 

production 
15) Mixing, combining or blending at the job site prior to affixation 
16) Includes only the production staff such as hands-on fabrication 
17) Operation of fabricating machines 
18) In-process material handling 

Costs of direct labor do not include: 

1) Labor used in shipping and receiving 
2) The direct labor to cut, bend, assemble or install at the job site 
3) Shop supervision 
4) Machine maintenance 
5) Machine repair 
6) Building maintenance and repair 
7) Other indirect labor 

Finished Goods Inventory Value includes: 

1) Direct Materials, as defined above 
2) Direct Labor, as defined above 
3) lncludable Indirect Production Costs: 
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• Repairs and maintenance costs 
• Utility costs 
• Rent and taxes on buildings and machinery necessary for production 
• Indirect labor and production supervisory wages (components are 

same as outlined in direct labor) 
• Miscellaneous indirect costs including: 

(a) Indirect materials and supplies 
(b) Expensed tools and equipment 
(c) Costs of quality control and inspection 
(d) Depreciation and depletion incident to production or 

manufacturing operations or processes 
( e) Employee benefits 
(f) Cost attributable to strikes 
(g) Rework Labor 
{h) Scrap and spoilage 
(i) Administrative costs of production 
U) Officers' salaries incident to production 
(k) Insurance costs incident to production 

NOTE: The indirect production costs are to be included only to the extent that 
such costs are incident to and necessary for production or manufacturing 
operations or processes. 

The following costs should not be included in finished goods inventory: 

1) Marketing, advertising, or selling expenses 
2) Other distribution expenses 
3} Interest 
4) Research and experimental expenses including engineering and product 

development 
5} General and administrative expenses incident to and necessary for the 

taxpayer's activities taken as a whole rather than to production or 
manufacturing operations or processes 

6} Salaries paid to officers attributable to the performance of services which 
are incident to and necessary for the taxpayer's activities taken as a whole 
rather than to production or manufacturing operations or processes. 

The same exemption applies to manufacturer/contractors that applies to regular 
contractors when tangible personal property is affixed to realty in contracts for: 

1) Nonprofit hospitals 
2) Nonprofit housing 
3} Qualified pollution control facilities 
4} Church sanctuaries {for purchases made on or after July 22, 1998) 
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The following definitions will help in determining the type of 
manufacturer/contractor by deciding if they make their product available for sale 
to others through a publication or price list. 

Price List: A numerical or alphabetical enumeration of goods, wares, 
merchandise items or services, quoting wholesale and/or retail prices and printed 
on cards or sheets, presented in loose-leaf form--stapled, stitched or bound. 

Publication: Includes, among other things, a catalog, sales pamphlet and sales 
handbill. 

Catalog: A bound, stitched, sewed or stapled book or pamphlet, containing a list 
and description of goods, wares, merchandise or services, with specific 
information, with or without a price. 

Sales Pamphlet: A printed work concerning goods, wares, merchandise or 
services, consisting of two or more sheets, stapled, sewed or stitched, with or 
without price. 

Sales Handbill: A printed single sheet (sometimes called a circular or dodger) 
intended to be circulated and concerning goods, wares, merchandise or services. 

Examples of Manufacturer/Contractor: 

Asphalt Manufacturer/Contractor (Type 1) 
Some asphalt companies manufacture asphalt that is both sold at retail and 
consumed in contracts. When the company consumes this asphalt, use tax is 
due on the inventory value. No distinction is made between "special blends" not 
sold at retail and regular blends. Use tax is due on the inventory value of both. 

For asphalt manufacturers, determination has been made that cold patch and hot 
patch are two distinct products. This distinction is important when determining 
the tax base when the manufacturer acts as a contractor. For example, having 
an inventory of cold patch does not constitute having an inventory for hot patch. 
The tax base for the manufacturer, when acting as a contractor, would depend 
on which type of manufacturer/contractor they are, based on the criteria set forth 
in RAB 93-5. 

In this example, if the manufacturer maintained an inventory of cold patch for 
sale to others, the tax base when the manufacturer used the cold patch in a 
contract would be "finished goods inventory value" (Type 1 ). 

This same manufacturer could produce hot patch for their own use and not make 
it available for sale to others. The tax base for the hot patch would be the direct 
cost of labor to manufacture and the direct cost of material (Type 2). Maintaining 
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the cold patch inventory for sale to others did not make this manufacturer a Type 
1 manufacturer/contractor for the hot patch. 

A business can be engaged in more than one distinct business activity and the 
tax base for the manufacturer/contractor would depend on the circumstances for 
that particular part of the business. For example Company ZYX is a 
manufacturer, a retailer and a contractor: 

Situation 1 - Company ZYX purchases kitchen cabinets for retail sale and 
may also act as the contractor when installing the cabinets. The tax base 
when acting as the contractor is the material cost. 

Situation 2 - Company ZYX also manufactures a custom cabinet for the 
bathroom and maintains an inventory of their manufactured cabinet. If they 
need additional cabinets, they may purchase a standard cabinet for 
installation from an outside source. Their cost, when acting as a contractor, 
would be "finished goods inventory value" on the cabinets that they 
manufactured and material cost on the cabinets that they purchased (Type 
1 ). 

Situation 3 - By word of mouth, some customers have discovered that 
Company ZYX has the equipment to manufacture hardwood flooring. This 
specialty flooring is not available for sale through a publication or price list. 
Each floor is custom made to the customer's specifications. The tax base 
when Company ZYX affixes the flooring to realty is the direct cost of material 
and the direct cost of labor to manufacture. The inventory of the wood 
products, including the standard cabinets that they either manufactured or 
purchased, in Situation 2 does not constitute inventory for the flooring when 
determining the tax base for the company when they affix the flooring to realty 
(Type 2). 

When we examine the above three situations to ascertain the availability of the 
industrial processing exemption on equipment and utilities consider: 

Situation 1 - In this situation Company ZYX is acting as a retailer and is not 
entitled to the processing exemption. 

Situation 2 - Company ZYX is entitled to the processing exemption on the 
cabinets manufactured for retail sale or used in contracts (Type 1 ). 

Situation 3 - Company ZYX would not be entitled to the processing 
exemption if they install all the custom hardwood flooring that they 
manufacture. However, if they make retail sales of the custom flooring, they 
would be entitled to the exemption based on a percentage determined by 
comparing the retail sales to the contract sales. 
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If a company bills "time and material" but has a subcontractor do the actual 
affixation to realty, the company still qualifies as a manufacturer/contractor. The 
subcontractor is never billed for the material; therefore, the 
manufacturer/contractor remains liable for any tax due following the guidelines in 
RAB 93-5. 

If in the above illustration, materials are billed to the subcontractor, then the 
manufacturer is making a retail sale and does not qualify as a 
manufacturer/contractor. But the manufacturer/retailer would still qualify for 
industrial processing. 
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Examples of costs to be included for manufacturer/contractors: 

Some asphalt manufacturer/contractors will use the asphalt removed from the 
current road bed in the production of the new asphalt since the disposal of this 
recycled (used) asphalt is very costly. The cost of transporting this recycled 
asphalt product to the asphalt plant should be included in the computation of the 
direct material cost as freight in. Included in this computation would be 
depreciation, oil, gas and maintenance of the roto mill. Also the labor costs of 
the roto mill operator would be included. These costs would be included for both 
Type 1 and Type 2 manufacturer/contractors. 

Engineering/detailing costs that are related to manufacturing should be included 
in direct material costs for a manufacturer/contractor that fabricates and installs 
steel beams but makes no retail sales. This would include the cost of blue prints, 
certification tests and architectural design costs, whether done in house or by an 
outside company. These costs would be part of the direct material costs 
because they are necessary to determine what material to purchase for the job 
(what strength or grade of steel). These costs would be included for both Type 1 
and Type 2 manufacturer/contractors. 

The following are examples that demonstrate the difference between contractors, 
manufacturer/contractors and extractors: 

1) The tax base for contractors who withdrew from their own pit for use in 
a contract and not for resale would be zero. The labor to extract would not 
be included. This taxpayer would be considered a contractor not an 
extractor. 

2) If they withdrew from the pit of another, for use in a contract, their cost 
for tax purposes would be the amount paid to the pit owner for the 
material. The labor to extract would not be included. In this case the 
taxpayer would be considered a contractor not an extractor. 

3) If a contractor bought a sand hill, the tax base would be the cost of the 
material. This taxpayer is a contractor not an extractor. 

4) If an extractor/manufacturer/contractor maintained a standard 
inventory of aggregate for sale to others, their tax base, when using 
aggregate in performance of a contract, would be the inventory value -
whether or not they extracted from their own pit or the pit of another. 

PERSONAL USE OF MANUFACTURED PRODUCTS 

If a manufacturer/contractor fabricates steel beams and then installs the beams 
in their own facility, the tax base of the beams would be: 
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Finished goods inventory value • Type 1: 

e Type 2: Material cost and direct cost of labor to manufacture 

Refer to RAB 93-5 for additional examples of the two types of 
manufacturer/contractors. 

See the following flowchart for help in determining the use tax base of tangible 
personal property (that will be affixed to realty) manufactured, fabricated or 
assembled by or for a taxpayer. 

References: MCL 205.92(f) 
RAB 93-5 
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USE TAX BASE OF TANGIBLE PERSONAL PROPERTY 
MANUFACTURED, FABRICATED, OR ASSEMBLED 

BY OR FORA TAXPAYER 

The tangible personal property will be 
affixed to real property by the taxpayer. 

Is the property available for sale to others 
by: 

a: inventory, or 
b: publication or price list? 

G 
Use tax base is 
finished goods 
inventory value. (1) 

G) 

Use tax base is cost 
of materials plus cost 
of labor. (1) 
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MATERIAL HANDLING 

Pre-3/31/99 material handling was covered by limited statutory language and 
application of Rule 40. 

MCL 205.94 (g) Industrial processing. Property sold to the following: 
(i).... Industrial processing does not include receipt and storage of raw 
materials purchased or extracted by the user or consumer, or the preparation 
of food and beverages by a retailer for retail sale. 

Rule 205.90: 
(3)The industrial processing exemption does not include: 

(d) Tangible personal property used for receiving and storage of materials, 
supplies, parts and components purchased by the user or consumer. 

(4) The following examples of nontaxable sales illustrate the application of the 
industrial processing exemption: 

(f) Machinery, equipment and materials used within a plant site for movement 
of tangible personal property in process of production. 

(5) Industrial processing includes the following activities: 
(g) Production material handling. 

(6) Industrial processing does not include the following activities: 
(a) Purchasing, receiving and storage of raw materials. 
(b) Sales, distribution, warehousing, shipping and advertising departments. 

The BEGINNING of the industrial process has been described as the "point at 
which the materials enter the first transformation, alteration or modification." The 
END has been described as "the point where the recognizable unit or product 
exists in a form as seen by the ultimate consumer or an additional processor." 

Material handling equipment used by a manufacturer 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 subprocessing. Subsidiaries are considered unrelated entities 
when evaluating the tax status of material handling equipment. Vehicles 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 
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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 taxable and nontaxable. 

The movements from raw material inventory to a staging area or an area 
adjacent to the processing equipment would be a taxable movement of the 
material. The exempt activity would not start until the raw material has entered 
the first step (move) prior to the first step of transformation, alteration or 
modification. 

Post-3/30/99 periods are covered by statutory language that defines the 
beginning and ending of the industrial processing exemption. Some items that 
were taxable before 3/31/99 may be exempt after 3/30/99. The primary change is 
establishing the beginning and ending of the industrial processing exemption. 
Keep in mind that the exemption begins once the items are removed from raw 
material inventory and ends when the products first comes to rest in finished 
goods inventory. 

Types of material handling equipment: 

• Fork lift trucks 
• Overhead cranes 
• Low boy skid trucks 
• Conveyors 
• Electronic guided tracking systems 

General types of material handling movements : 

• Material handling equipment used in the receiving of purchased materials 
is taxable. Pre- and Post 3/31/99. 

• Movement of the purchased material to raw materials inventory is 
taxable. 
Pre- and Post 3/31/99. 

• Movement of the raw materials to an area adjacent to the production 
machinery is taxable Pre-3/31/99. Post-3/30/99 EXEMPT. 

• Movement of the material from an area adjacent to the production 
machinery, or from inventory, to the production machinery is exempt. This 
is the first step (move) before production. Pre- and Post 3/31/99. 

• Movement of in-process materials from one machine or production 
process to another machine or process is exempt. Pre- and Post 3/31/99. 

• Movement of the completed product to finished goods inventory is 
generally taxable Pre-3/31/99. Post-3/30/99 EXEMPT. 
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• Movement of the completed product from finished goods inventory to the 
shipping area is taxable. Pre- and Post 3/31/99. 

• Material handling equipment used in the shipping functions of finished 
goods is taxable. Pre- and Post 3/31/99. 

• 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 subprocessing. Pre- and Post 3/31/99. See RAB 2000-4. 

• Between different legal entities, subsidiary or unrelated company, 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 subprocessing. Pre and Post 
3/31/99. See RAB 2000-4. 

• The shipping and receiving functions of the different legal entity 
subprocessor are taxable, as these functions are not considered exempt 
in-process material handling movements. It is raw material when received 
by the subprocessor and a finished product of the subprocessor when 
shipped out. Pre- and Post 3/31/99. 

• Material handling equipment used for shipping from one plant (division) to 
a second manufacturing facility (division) of the same company 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. Pre- and Post 3/31/99. 

Usually, in the 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 

e 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 

Actual costs associated with taxable and/or exempt areas or activities are quite 
often available through cost accounting records. 
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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. 

• A magazine distributor picks up, shreds, and bales unsold magazines. 
The shredded magazines are sold to a paper mill. The shredding machine 
is exempt for industrial processing. LR 86-25 

Pre-3/31/99 - The baler is taxable, since the sole purpose is to facilitate 
shipment. If the purchaser required the product be baled and banded, the 
equipment would be exempt. 

Post-3/30/99 - The baler is exempt, because the baling and banding process 
occurs prior to the product coming to rest in finished goods inventory storage. 

In the following scenarios, a rota 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 rota 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 rota 
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. 
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PACKAGING EQUIPMENT 

Pre-3/31/99: 

NONFOOD INDUSTRY 

For all nonfood processors, industrial processing ends at the "point where the 
recognizable unit or product exists in a form as seen by the ultimate consumer or 
an additional processor". Depending upon the customer that the product is sold 
to, this will be different. 

For instance, a retailer who sells items in bulk will require different packaging 
than the retailer who sells in individual units. A drug store will want paper towels 
in individual rolls, while a warehouse club will want those same paper towels 
packaged in groups of eight individual rolls. For the drug store product, industrial 
processing ends when the single roll of paper towels is wrapped. For the 
warehouse club, industrial processing ends when the eight individually wrapped 
rolls are packaged together as one unit. Another example is a car manufacturer 
purchasing oil filters that requires the product to be individually bagged and 
shipped in bulk containers, while the auto parts store will want the oil filters boxed 
for individual sale. For the car manufacturer, processing ends when the oil filter 
is bagged and for the auto parts store, processing ends when the oil filter is 
placed in the individual box. 

Any equipment used to further package or move the completed product is 
taxable "one step beyond" the end of the industrial process. See the "Material 
Handling" section of this text. How do we determine "one step beyond"? It is not 
necessarily where there is a definite or visual break in production, such as the 
end of a conveyor, but it is one step {move} after "the point where the 
recognizable unit or product exists in a form seen by the ultimate 
consumer or an additional processor". In our example above, "one step 
beyond" occurs when the individually wrapped paper towel rolls are moved from 
the wrapping machine. This move can be made by a short conveyor ride, by a 
forklift or another piece of equipment. Any machinery used to further package, 
palletize or ship the carton of individual paper towel rolls is taxable packaging 
equipment. 

For the manufacturer who sells their product via mail, the equipment that moves 
normally separate items into a larger shipping container will be the final step in 
the exempt process. For example, 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 to the boxing process 
would be the last operation to qualify for the IP exemption. 
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The following are examples of taxable packaging equipment for nonfood 
processors: 

• Staple guns 
• Tape dispensers 
• Equipment for boxing completed products 
• Shrink wrappers 
• Palletizers 
• Banding machines 

The same equipment may be used in both taxable and exempt packaging 
operations. The shrink wrap machine that wraps the unit of eight rolls of paper 
towels for the warehouse club may also shrink wrap twelve units of eight rolls to 
facilitate the shipping of those packages. Barcode/UPC machines may also be 
used in both taxable and exempt operations. If it is required that the 
recognizable unit in the form seen by the ultimate consumer or additional 
processor has a barcode, the barcode/UPC machine would be exempt for 
industrial processing. If the barcode is placed on a shipping container, the 
barcode machine is taxable. Methods to determine taxable/nontaxable 
percentages of use are discussed in various sections of this text and can also be 
applied to determine the taxable portion of packaging equipment. 

FOOD PROCESSORS 

The Kellogg's case has established that manufacturers of food for human 
consumption are allowed an exemption for all packaging equipment because the 
functions of casing, palletizing and shrink wrapping are "necessary to preserve 
the marketability of the product". 

Post-3/30/99: 

For all processors, food and nonfood, 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. 

For instance, 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. For the drug store, when the paper towels 
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are taken from finished goods storage and shrink wrapped or boxed prior to 
shipment, the equipment is taxable. 

Michigan Department of Treasury - Revenue Technical Tax Training 
Sales and Use Tax: The Industrial Processing Exemption 

July 2002 

TREAS000690 



Revenue Technical Tax Training

301b

R
E

C
E

IV
E

D
 by M

SC
 7/17/2019 4:29:14 PM

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 same equipment may be used in both taxable and exempt packaging 
operations. 

Barcode/UPC machines may also be used in both taxable and exempt 
operations. Methods to determine taxable/nontaxable percentages of use are 
discussed in various sections of this text and can also be applied to determine 
the taxable portion of packaging equipment. 

The packaging function is illustrated for processors on the following chart. 

References: MCL 205.54t(7)(a) 
MCL 205.94o(7)(a) 
R 205.90(6)(b) 
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PACKAGING FUNCTION 

Pre-3/31/99: 

I. THE TAXABILITY OF THE PACKAGING FUNCTION FOR A NONFOOD 
MANUFACTURER 

This example uses a baseball card manufacturer, but would be applicable to any manufacturer of 
a nonfood item. 

STEP B STEP STEP STEPD 
C A Packaging Palletizing 

E T T T 

Wrapping ~ 30 packets ~ 

Casing or 
~ of cases or _. ... ~ boxing 

in a box for boxes 
12 retail display of 27 
baseball marketing display 
cards in a purposes boxes 
packet 

·-· (T) (T) 

NOTE: A finished product exists after step A ( a marketable product as it will 
appear on the retail shelf). All subsequent packaging operations are taxable. 

STEP E 

Shrink wrap 

of unitized 
load 

(T) 

II. THE TAXABILITY OF THE PACKAGING FUNCTION FOR THE FOOD 
INDUSTRY 

This example uses a cereal manufacturer, but would be applicable to any 
manufacturer of food for human consumption exempt by ~tatute. 

STEP A 

Putting 
cereal in 
individual 
cereal box 

(E) 

STEPS STEPC 

E Casing or E Palletizing of E 
~ 

boxing of 24 
~ 

. .. " cases for • 
individual shipment 
boxes 

(E) (E) 
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NOTE: All packaging functions for the food industry would be exempt per the 
Kellogg case to preserve the marketability of the product including the 
nonalcoholic beverage bottling industry. 
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Post-3/30/99: 

THE TAXABILITY OF THE PACKAGING FUNCTION FOR A MANUFACTURER 

This example uses a baseball card manufacturer, but would be applicable to any manufacturer. 

STEP A 

WRAPPING 

12 baseball 
cards in a 

packet 
E 

STEPB STEPC 

E PACKAGING CASING OR BOXING 

E 

. .. 30 packets in E of 27 display boxes 
a box ... 

~ 

E 

E 

STEPD 

Palletizing and/or shrink wrapping prior to 
finished goods storage 

E 

E (Movement to Finished Goods Storage) 

STEP E 

Any additional rewrapping, repackaging, recasing, breakdown, reboxing 

T 

Note: The movement for repackaging would be taxable 
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PACKAGING MATERIALS 

Pre-3/31/99 and Post-3/30/99 

Letter Ruling 82-3 states that nonreturnable containers used to ship and deliver 
manufactured products are exempt. One time use shipping containers, 
packaging materials, shrink wrap, bags, tags, tape, staples, steel banding and 
similar shipping materials are exempt from tax for resale, as they accompany the 
item manufactured and sold. 

Returnable containers are taxable unless they are used for: 

• In-process storage 
• In-process movement within the plant 
• In-process movement between divisions 

Nonreturnable containers and other shipping supplies used to ship and deliver 
products to a subprocessor that is a separate legal entity are taxable. Machinery 
and equipment used for this function are also taxable. 

Nonreturnable containers and other shipping supplies used to ship and deliver 
products to a subprocessor 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 
"Material Handling" section 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. 

Dunnage is taxable if used exclusively on trucks or railcars transporting in­
process materials to a subprocessor 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. 

See the "Packaging Equipment" section of this text for taxability of packaging 
equipment. 

References: R 205.68 LR 82-3 
RAB 2000-4 Vl(10) 
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LR 86-13 
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PERCENTAGE APPLICATION 

Pre-3/31/99 & Post-3/30/99 

Public Acts 116 and 117 amended the Sales and Use Tax Acts, retroactive to 
3/31/95, to allow apportioning the tax base to the extent the property is used for 
industrial processing purposes. The percentage of taxability will be determined 
based on a reasonable formula or method approved by the department. 

Prior to Public Acts 116 and 117 the percentage allocation was based on Rule 40 
"Industrial Processing". The Rule states "where the same tangible personal 
property can be used or consumed in the industrial processing area and 1 or 
more other areas, the tax will apply to such property unless it can be determined 
and substantiated to the satisfaction of the Revenue Division, Department of 
Treasury that a percentage or other apportionment thereof is equitable and 
practical". 

References: MCL 205.54t(2) and y(2) 
MCL 205.940(2) and r(2) 
R 205.90 
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POLICY (OR GOODWILL) ADJUSTMENT 

DESCRIPTION: Policy adjustment occurs when a manufacturer (or their 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. 

Policy adjustment may also be known as "goodwill service" or "secret warranty." 
It is performed to keep customers happy and maintain market share. 

TAXABILITY OF PARTS REPLACED UNDER POLICY ADJUSTMENT: It is 
our position that parts provided free of charge to customers, and not covered by 
the original manufacturer's warranty, would be subject to sales or use tax. The 
tax base would be: 

• Cost of the part if the manufacturer performs the repair. 

o The price billed to the manufacturer for parts if a dealer or other third party 
representative performs the repair. 

NOTE: Do not confuse policy (goodwill) adjustments with parts supplied by a 
manufacturer under the original manufacturer's warranty, federally mandated 
recalls, or company initiated recalls. Parts provided by a manufacturer under any 
of these three programs would not be subject to sales or use tax. 

References: General Motors Corporation vs. Michigan Department of Treasury 
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PRINTED MATERIAL SOLD WITH OR FOR MANUFACTURED 
PRODUCTS 

Pre-3/31/99 and Post-3/30/99: 

EXEMPT: 

Printed material that is a necessary accompaniment to a sale and for the 
benefit of the customer (e.g., installation instructions, assembly instructions, 
parts list, operating manuals, safety brochures, list of service centers, service 
manuals) is exempt for resale by the manufacturer. 

A warranty statement is a nonreturnable item and considered to be an exempt 
necessary accompaniment of the product. 

All labels that are directly placed on the final product or final product containers 
are exempt for resale (e.g., bar code labels, UPC labels, mailing/shipping labels, 
advertising labels). 

TAXABLE: 

Printed material serving as an administrative or sales promotion is taxable 
(e.g., warranty registration certificate, product survey, accessories parts catalog, 
advertising brochures, product catalogs). Printed material used for the 
manufacturer's benefit is taxable. 

A warranty registration certificate is a returnable item and is taxable. 

Bills of lading and packing lists are taxable whether they accompany the product 
or not, since they serve an administrative and shipping function. 

PARTIALLY EXEMPT: 

When the warranty statement and warranty registration certificate are combined, 
apply a reasonable percentage of taxability for the returnable warranty 
registration certificate. 

References: R 205.94 
LR 86-16 
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PRINTERS 

SALES TAX: 

The sales of the following items are exempt from sales tax: 

1) A newspaper or periodical admitted under federal postal laws and 
regulations effective September 1, 1985 as second-class mail matter or 

2) A controlled circulation publication or qualified to accept legal notices for 
publication in this state, as defined by law, or 

3) Any other newspaper or periodical of general circulation, if: (a) established 
not less that 2 years, and (b) published not less than once a week. 

4) Supplements delivered directly to the newspaper or periodical to be 
distributed as part of the newspaper or periodical. 

5) Service sales where the printer is merely printing on stock furnished by the 
customer. The customer must provide the paper as well as the layout, 
composition, etc. For example, if the aforementioned criteria are met, the 
printing of business cards on customer furnished stock would be exempt. 

NOTE: the federal postal laws and regulations were amended in 1996. Due to 
reform changes within the postal service, "second class" has been renamed 
"periodical". "Periodical" is designated for newspapers and other publications. 
All "second class" categories remain the same. These regulations became 
effective July 1, 1996. 

Also, due to these same postal law and regulation changes, "controlled 
circulation publications" are now classified as "requester publications". 

Due to these changes, until such time as the sales and use tax acts are 
amended, see your supervisor if you have questions regarding the taxability of 
certain publications. 

USE TAX: 

A printer qualifies as an industrial processor when printing most products sold. 

EXEMPT NEWSPAPERS AND PUBLICATIONS 

A printer does not qualify for industrial processing when printing the exempt 
newspapers and publications mentioned in items 1) through 3) above under 
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sales tax. However, the paper and ink, which become a component part of the 
exempt publication, would not be subject to sales or use tax on cost. This would 
include the cost of paper and ink used to produce the newspaper advertising 
supplements. 
The following items used to produce exempt publications would be taxable to the 
printer at cost: 

1) Fixed Assets 
2) Utilities 
3) Other consumable supplies, etc. 

These items would normally be taxed based on a percentage of exempt 
publication sales divided by total sales (or some other equitable method). 

The full IP exemption would apply for the manufacture of newspaper or magazine 
advertising supplements. 

NOTE: PA 490 and 491 of 1998 amended the laws after December 1993 to 
exempt tangible personal property used or consumed in producing a newspaper 
or periodical that is published 14 times or less per year. Therefore, the paper, 
ink, machinery, equipment, power, etc. used in creating a newspaper or 
periodical, such as alumni magazines, that is published 14 times or less per year 
are exempt. 

PERSONAL USE OF MANUFACTURED PRODUCTS 

Most printers print letterhead, envelopes, business cards, calendars, promotional 
materials, etc. for their own use. The recent IBM case in the Court of Appeals 
indicated that the proper use tax base for these items is raw material cost. No 
industrial processing exemption would exist for utilities, fixed assets, etc. used to 
manufacture these self consumed items. 

See the "Inventory Withdrawals/Consumed Goods" section of this text for further 
discussion. 

References: MCL 205.54a(f) 
MCL 205.94(1) and o(v) 
R 205.113 
RAB 88-33 

LR 80-6 
LR 86-28 
LR 87-36 
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PROTOTYPES 

Pre-3/31/99: 

The development, design and manufacture of a prototype by the industrial 
processor are exempt activities pursuant to Rule 40 (MAC R205.90). For 
example, if one of the automotive companies developed their own auto-related 
prototype, this activity would be industrial processing. 

The automotive companies define PROTOTYPE as any part or unit that is not in 
production. 

Prototypes are also an issue for servicers who are not manufacturers of the part 
or unit for which the prototype is being developed. The sales and use tax 
statutes provide that a servicer must be acting as an "industrial processor" to 
obtain the industrial processing exemption. "Industrial processor" is defined in 
the statutes to be "a person who transforms, alters or modifies tangible personal 
property by changing its form, composition or character for ultimate sale at retail 
or sale to another industrial processor for further processing and ultimate sale at 
retail". 

Critical analysis must be given to whether or not there is an ultimate sale at retail. 
A common scenario is where a manufacturer takes designs or prints to a servicer 
and contracts for the building of a prototype. In these scenarios, the prototype is 
a custom made item which is sold at retail to the manufacturer. In other words, 
the manufacturer is seeking the tangible prototype as the real object of the 
transaction. As a result, the servicer is entitled to industrial processing 
exemption on its purchases to manufacture the prototype. 

In contrast, a second common scenario is where a manufacturer does not take 
designs or prints to the servicer, but instead asks the servicer to provide an 
engineering or design solution to a problem. The servicer frequently will. build 
one or more prototypes, which become the property of the manufacturer and are 
often used to test the design or engineering solution. In these scenarios, the 
prototype is nothing more than a manifestation of the service of engineering or 
designing a solution to the manufacturer's problem. In other words, the 
manufacturer is seeking the service of an engineering or design solution as the 
real object of the transaction. As a result the servicer is not entitled to an 
industrial processing exemption on its purchases to make the prototypes. 

Two Michigan Tax Tribunal cases of prototype nature have been decided. Each 
case has special facts and circumstances that contribute to the rulings issued. 
We would look for the existence of these same special facts and circumstances 
before following the rulings of the Tribunal for another taxpayer. 
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The first case is Specialized Vehicles, Inc. vs. Michigan Deparlment of Treasury. 
The important fact/circumstance in this case is that Specialized Vehicles built its 
prototype largely by modifying a vehicle owned by its customer. The Tribunal 
ruled that Specialized Vehicles, Inc. was not entitled to the industrial processing 
exemption. 

The second case is Creative Industries Group, Inc. vs. Michigan Deparlment of 
Treasury. The important fact/circumstance in this case is that Creative 
Industries' customer originally issued a purchase order for design/engineering 
services, and later placed an addendum to the purchase order for building the 
prototype from the design created earlier. The Tribunal ruled that Creative 
Industries was entitled to the industrial processing exemption. The addendum is 
treated as a separate transaction from the engineering/design purchase order. It 
is for custom building of an item for which the customer provided the design. 

Post-3/30/99: 

Prototypes used to be an issue for servicers who were not manufacturers of the 
part or unit for which the prototype was being developed. After 3/30/1999 the 
definition of an industrial processor was expanded to include "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". 

Prototypes developed by servicers for industrial processors are now exempt as 
research or experimental activity. Research or experimental activity is defined as 
"activity incident to the development, discovery, or modification of a product or a 
product related process". (See Quality Control/Research or 
Experimental/Engineering section of this text.) 

"Product" as defined in the General Sales Tax Act MCL 205.54t(7)(c) and Use 
Tax Act MCL 205.94o(7)(c) 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. 
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QUESTIONS & ANSWERS 

1) Question: I do research and design for a company. I provide the company 
with my design information, but do not provide any tangible personal property 
to the company. Is there any sales tax due on this service? 

If l purchase parts and/or equipment that l use as part of my research and 
development, can l claim exemption from sales tax for these parts and/or 
equipment? If so, what is the exemption? 

Answer: 
Pre-3/31/99: 

When operating in this manner you are operating as a servicer. You would 
not collect sales tax as you are not making a retail sale. However, as a 
servicer, you are responsible to pay tax on whatever materials, equipment 
and supplies are purchased to perform your service. Refer to the "Computers 
Used in Industrial Processing" section of this text for the CAD/CAM exemption 
for servicers. 

Post-3/30/99: 
As a servicer working on behalf of an industrial processor you would not pay 
tax on any materials, equipment and supplies. Refer to the "Computers Used 
in Industrial Processing" section of this text for the CAD/CAM exemption for 
service rs. 

2) Question: l do research, design and build a product for a company based on 
their requirements. I purchase parts and build a product for a company based 
on their requirements. I purchase and build the product using my design. I 
then provide the product to the company. 

Is sales tax required on the cost of the materials or the total charge for 
developing the product? 

Can the company claim sales tax exemption if the product is a prototype for a 
product that they will be producing (e.g., I make a circuit board which they are 
going to manufacture and sell)? 

Can the company claim sales tax exemption if the product is used as 
equipment in their production process (e.g., I make a piece of equipment 
which they use to test their product before they sell it)? 

Can the company claim sales tax exemption for the product if not directly 
used in manufacturing (e.g., I make a computer that is used in their 
engineering lab)? 

Answer: 
Pre-3/31/99: 
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When you take an order from a manufacturer to design and build a product to 
their specifications and purchase materials needed to build the product, you 
are operating as an industrial processor if you sell that product to the final 
consumer. You are required to have a sales tax license, report retail sales 
made, and remit sales tax due on those sales on the gross proceeds, unless 
a valid exemption applies. 

The Michigan Sales Tax Act, MCL 205.54a(g), provides exemption from tax of 
tangible personal property used or consumed in industrial processing. An 
industrial processor is defined as a person who transforms, alters or modifies 
tangible personal property by changing the form, composition or character of 
the property for ultimate sale at retail or sale to another industrial processor to 
be further processed for ultimate sale at retail. 

When making purchases that are to be used or consumed in industrial 
processing, you must claim that exemption by providing your supplier with a 
signed statement indicating that the tangible personal property purchased will 
be used or consumed in industrial processing. Likewise, when you sell to an 
industrial processor, your customer must supply you with an exemption claim. 
Items that are used in a manufacturer's production process and computers 
used for design and research in a manufacturer's engineering lab would 
qualify for the industrial processing exemption. 

If you take an order from a manufacturer to design a product and make a 
prototype to illustrate your design and engineering service, you are acting as 
a servicer and your tax treatment is described in the response to the first 
question. 

Post-3/30/99: 

When you take an order from a manufacturer to design and build a product to 
their specifications and purchase materials needed to build the product, you 
are operating as an industrial processor. You are required to have a sales tax 
license, report retail sales made, and remit sales tax due on those sales, 
unless a valid exemption applies. 

The Michigan Sales Tax Act, MCL 205.54a(g), provides exemption from tax of 
tangible personal property used or consumed in industrial processing. 

When making purchases that are to be used or consumed in industrial 
processing, you must claim that exemption by providing your supplier with a 
signed statement indicating that the tangible personal property purchased will 
be used or consumed in industrial processing. Likewise, when you sell to an 
industrial processor, your customer must supply you with an exemption claim. 
Items that are used in a manufacturer's production process and computers 
used for design and research in a manufacturer's engineering lab would 
qualify for the industrial processing exemption. 
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If you take an order from a manufacturer to design a product and make a 
prototype to illustrate your design and engineering service, you are acting as 
a servicer working on behalf of a processor and your tax treatment is 
described in the response to the first question. 

3) Question: I do research, design and build a product for a company based on 
their requirement. The company I work for supplies the components (e.g., 
they are a manufacturing company and have the components). Is sales tax 
involved? If so, on what portion? 

Same question as number two regarding exemption from sales tax. 
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Answer: 
Pre-3/31/99: 

When designing and working on your customer's property you are performing 
a service, not making a retail sale of the finished product, so no collection of 
sales tax is involved. As a servicer, you are liable for tax as explained in the 
answer for question number one. 

Post-3/30/99: 

When designing and working on your customer's property you are performing 
a service, not making a retail sale of the finished product, so no collection of 
sales tax is involved. As a servicer acting on the behalf of an industrial 
processor, you are not liable for tax as explained in the answer for question 
number one. 

4) Question: I do research and design for a company. They provide me with a 
sample of their existing product and I make design changes and add parts to 
that product. Is sales tax involved? If so, on what portion? 

Answer: 
Pre-3/31/99: 

Same as the answer to question three. However, because you are working 
on property owned by another, you may separately itemize charges for parts, 
and tax only the parts unless your customer makes a valid claim of 
exemption. 

Post-3/30/99: 

Same as the answer to question three. 

References: MCL 205.54t(7)(c) 
MCL 205.94o(7)(c) 
RAB 2000-4 Ill (2) 
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QUALITY CONTROL / RESEARCH OR EXPERIMENTAL/ 
ENGINEERING 

Pre-3/31/99: 

The Sales and Use Tax Acts do not mention that quality control or research, 
development, and engineering are part of the industrial processing exemption. 
This exemption has always been allowed for industrial processors and included 
in the Administrative Rules. 

The Michigan Administrative Code (MAC), Rule R 205.90 states that industrial 
processing includes the following activities: 

a Patent 
• Experiment 
a Development 
• Engineering Inspection 
• Quality Control 

An industrial processor is defined in the statute to be "a person who transforms, 
alters or modifies tangible personal property by changing its form, composition or 
character for ultimate sale at retail or sale to another industrial processor for 
further processing and ultimate sale at retail". 

If the taxpayer qualifies as an industrial processor, equipment and supplies 
directly used in quality control, research, development, and engineering would be 
exempt. 

If the taxpayer does not qualify as an industrial processor, they would be 
considered a servicer and all supplies and equipment would be taxable. Refer to 
the "Servicer" section of this text. 

The above exemptions would not include the following: 

• Quality control of purchased material cannot be in the receiving area. 
This would be inspection of raw material and considered receiving. This 
would be exempt Post-3/30/99. 

• Storage facilities would be taxable. Racks used to store test tubes, dies or 
any other equipment/material would be taxable. These would also be 
taxable Post-3/30/99. 

• Blueprint storage cabinets are taxable. These would also be taxable 
P ost-3/30/99. 
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Post-3/30/99: 

Research or experimental 

After 3/30/1999 the research and experimental exemption for industrial 
processing was expanded to include third party servicers acting for the 
processor. 

Research or experimental activity as defined by the statute means "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 qualified for research or experimental 
exemption: 

• Efficiency surveys 
• Management surveys 
• Market or consumer surveys 
• Advertising or promotions 
• Research for literacy, historical, or similar projects. 

Quality Control 

All equipment and supplies used in the testing of raw material and the inspection 
of the product or the process at any point, including in receiving, 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 stops once the product is placed 
in finished goods inventory storage. 

Engineering 

The statute states that engineering related to industrial processing is exempt. 

CAUTION: Not all engineering costs are related to industrial processing, for 
example, building maintenance, receiving, equipment removal, etc. 

See the "Utilities" section of this text. 
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References: MCL 205.54t(3){b-d) 
MCL 205.94o(3)(b-d) 

R 205.90(5)(b) 
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REAL vs. PERSONAL PROPERTY 

Tangible personal property that becomes a structural part of realty is taxable 
except for nonprofit housing, nonprofit hospitals and qualified pollution control 
facilities. This becomes an issue for the industrial processor if the tangible 
personal property would be eligible for the industrial processing exemption. 
Generally, if it is considered real property, it is taxable. 

To determine whether property remains tangible or is made a structural part of 
realty, we look to the following test which is cited primarily in the Michigan 
Supreme Court decision in Sequest v Fabiano, 274 Mich. 643: 265 NW 488 
(1936) and other documentation including the State Tax Commission Assessor 
Manual: 

1) The property must be attached to the realty. 

Annexation to the realty, either actual or constructive. This test has to do with 
the manner in which an item is attached to the real property. If the item is 
attached in such a permanent manner that its removal would destroy the 
building or do substantial injury to the building, the item is usually held to be 
real property. 

This test looks for the permanence of the affixation (e.g., bolted to the floor or 
wall). Leaving a void is not the only test for determining real property. 

2) Its function must benefit the realty. 

Adaptation or application to the use or purpose to which that part of the realty 
to which it is connected is appropriated. This test suggests that if an item was 
intended (built or purchased specifically) to function as part of the particular 
building or if it carries out part of the function of the real property, that item is 
probably real property. 

An example of this type of real property would be screens which are built to fit 
the windows of a particular building. Another example would be theater seats 
in a theater generally bolted to the floor and an essential part of the function 
of the building. 

3) It is intended to be a permanent part of realty. 

Intention to make the article a permanent accession to the freehold. This test 
has usually been found to be the most important. It asks whether the item in 
question is intended to become part of the real estate. 
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In simple terms, if the tangible personal property serves a function of realty or the 
building and if it is attached to realty and permanently affixed to realty, it would 
usually be considered real property. 
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Various opinions of the State Board of Tax Appeals, as well as Administrative 
Rulings, have determined that certain equipment remains personal property even 
though it may appear to be part of real property in the form of building equipment, 
such as air make-up units, electrical distribution equipment, etc. Since some 
items can have the appearance of being real property, it is important to ascertain 
all the facts before making a final decision. 

The chart that follows gives several examples of both real and personal property 
and the possible tax consequences for sales and use taxes for industrial 
processors. 

Real property is taxable for sales and use tax purposes. However, the courts or 
the Department have determined that sometimes tangible personal property that 
appears to be affixed to realty actually maintains the properties of tangible 
personal property for safes and use tax purposes. 
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REAL vs. PERSONAL PROPERTY 
TAX STATUS FOR INDUSTRIAL PROCESSORS 

'REAL,or> SALES & USE TAX 
P,ERSONAL STATUS FOR IP 
"c:· FbR 
SALES/USE 

ACOUSTICAL CEILINGS: 
BUILDING CEILING CONSTRUCTION REAL TAXABLE 
IP EQUIPMENT SOUND ATTENUATION PERSONAL EXEMPT 

2. AIR COMPRESSOR FOR SPECIFIC IP MACHINERY PERSONAL EXEMPT 

3. AIR COMPRESSORS (PART OF CENTRAL REAL TAXABLE 
SYSTEM) 

4. AIR CONDITIONING SYSTEMS FOR GENERAL REAL TAXABLE 
BUILDING 

5. AIR CONDITIONING UNITS: 
WINDOW TYPE UNITS PERSONAL T or E depending on use 
FLOOR OR CABINET TYPE - NO DUCTWORK PERSONAL T or E depending on use 
PROCESS - CENTRAL SYSTEM REAL TAXABLE 
EV APO RA TORS REAL TAXABLE 

6. AIR MAKEUP UNIT FOR SPECIFIC IP FUNCTION PERSONAL EXEMPT (1) 

7. ALARM SYSTEMS PERSONAL TAXABLE (7) 

8. ANNEALING FURNACES (small furnace to heat up PERSONAL EXEMPT 
parts) 

9. AWNINGS - CANOPIES/MARQUEES REAL TAXABLE 

10. BERMS REAL TAXABLE 

11. BINS: 
PORTABLE PERSONAL Tor E (10) 
BUILT-IN REAL TAXABLE 

12. BOILER (ONE BOILER) - NEW REAL TAXABLE, building 
function 

13. BOILER (ONE BOILER) - REPLACEMENT REAL TAXABLE 

14. BOILER FOR IP USE - REPLACEMENT PERSONAL EXEMPT (2) 

15. BOILERS (MULTIPLE) R orP % BASED ON USE 
DEPENDING 
ON USE 

16. BOOTHS: 
IP EQUIPMENT TYPE PERSONAL EXEMPT 
BUILDING TYPE -- ROOM LIKE REAL TAXABLE 
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NO. -;.~ ' '' DESC~IPTION. 

,· 

' 

17. BRIDGES: 
SPECIFIC TO IP EQUIPMENT 
SPECIFIC TO BUILDING 

18. BUNKERS AND SILOS 

19. BUS DUCT FOR GENERAL ELECTRICAL 
DISTRIBUTION (See "Utilities" Section of this text) 

20. BUS DUCT FOR IP EQUIPMENT (See "Utilities" 
section of this text) 

21. CATWALKS: 
ATTACHED TO IP EQUIPMENT 
ATIACHED TO BUILDING 

22. CENTRAL CONTROL SYSTEMS: 
DIRECT CONTROL SPECIFIC IP EQUIP. 
GENERAL CONTROL POWER WIRING 
CONTROL BUILDING 

23. CLOCKS: PAYROLL AND WATCHMAN CLOCKS 

24. COMMUNICATIONS SYSTEMS-- PERMANENT: 
PHONE 
PUBLIC ADDRESS 
PNEUMATIC TUBES 
TELEVISION (PART OF SECURITY SYSTEM) 
TELEVISION (PART OF SPECIFIC M & E) 

25. COMPRESSOR FOR GENERAL BUILDING AIR 
CONDITIONERS 

26. CONVEYOR OR CARRIER ENCLOSURES (SEE 
ENCLOSURES) 

27. CONVEYORS 

28. COOLING TOWERS 

29. CRANE TRACKING OR RAILS (CRANEWAYS) 

30. CRANES 

31. DECKS AND DRAINS (PROCESS) 

32. DEHUMIDIFIERS: 
PORTABLE 
PART OF HEATING AIR CONDITIONING 

' REAL or' ; '. SAi.;ES &USE TAX 
PERSONAL 'T STATUS FOR IP ' 
· ti=OR 

' ·· SALES/USE 

PERSONAL 
REAL 

REAL 

REAL 

PERSONAL 

PERSONAL 
REAL 

PERSONAL 
REAL 
REAL 

PERSONAL 

PERSONAL 
PERSONAL 
PERSONAL 
PERSONAL 
PERSONAL 

REAL 

PERSONAL 

REAL 

PERSONAL 

PERSONAL 

REAL 

PERSONAL 
REAL 

EXEMPT 
TAXABLE 

TAXABLE 

TAXABLE 

EXEMPT 

EXEMPT 
TAXABLE 

EXEMPT 
TAXABLE 
TAXABLE 

TAXABLE 

TAXABLE (7) 
TAXABLE (7) 
TAXABLE (7) 
TAXABLE (7) 
TAXABLE (7) 

TAXABLE 

% BASED ON USE 

TAXABLE 

% BASED ON USE (4) 

% BASED ON USE (4) 

TAXABLE 

% BASED ON USE 
TAXABLE 
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33. DIKES OR LEVEES: 
SURROUNDING STORAGE TANKS REAL 
RIVER OR LAKE CONTROL REAL 

34. DOCK BUMPERS AND SEALS REAL 

35. DOCK LEVELERS REAL 

36. DOCKS, RAMPS (BUILT-IN) REAL 

37. DOOR OPERA TORS REAL 

38. DOORS (GARAGE AND PASS DOORS) REAL 

39. DRYERS, PROCESSING PERSONAL 

40. DUCTWORK: 
BUILDING REAL 
FOR IP EQUIPMENT PERSONAL 

41. DUMBWAITERS REAL 

42. DUST COLLECTORS PERSONAL 

43. DUST OR SPRAY COLLECTION EQUIPMENT FOR PERSONAL 
SPECIFIC IP MACHINES 

44. DYNAMOMETER TESTING CELLS REAL 

45. ELECTRICAL DISTRIBUTION MATERIALS & REAL 
EQUIPMENT UP TO LAST TRANSFORMER & UP 
TO THE SECONDARY SUBSTATION 

46. ELECTRICAL DISTRIBUTION MATERIALS & PERSONAL 
EQUIPMENT INSTALLED AFTER USABLE POWER 
IS PROVIDED TO BE USED FOR IP FUNCTIONS 

47. ELECTRICAL SUBSTATION ENCLOSURES REAL 

48. ELEVATORS REAL 

49. EMERGENCY LIGHTS REAL 

50. ENCLOSURES: 
BUILDING REAL 
FREESTANDING FOR IP EQUIPMENT PERSONAL 

51. ENERGY MONITORS: 
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.. , ~t,BEAl}c:,r SALES & use TAX . 
· i•P.ERSONAL . . ~TAJl),S.FPRIP 

i=ok::· 
:SALES/USE 

GENERAL BUILDING REAL TAXABLE 
FOR SPECIFIC IP EQUIPMENT PERSONAL EXEMPT 

52. ESCALATORS - BUILDING REAL TAXABLE 
53. EXHAUST SYSTEMS: 

DUCTED FROM IP EQUIPMENT PERSONAL EXEMPT 
BUILDING VENTILATION REAL TAXABLE 

54. FANS: 
FREESTANDING FOR IP AREA PERSONAL TAXABLE, employee 

comfort 
BUILDING VENTILATION, BUILT-IN REAL TAXABLE 

55. FENCING REAL TAXABLE 

56. FIRE PROTECTION SYSTEMS: 
BUILDING SPRINKLERS REAL TAXABLE 
BUILDING CO2, HALON, H1-X FOAM REAL TAXABLE 
FOR IP M & E, CO2, HALON, H1-X FOAM PERSONAL TAXABLE 
SUPPLEMENTAL WATER SYSTEM TO REAL TAXABLE 

ASSIST BLDG. 
SUPPLEMENTAL WATER SYSTEM FOR PERSONAL TAXABLE 

M & E ONLY 
FIRE EXTINGUISHER CABINETS, REELS, REAL TAXABLE 

VALVES 
FIRE EXTINGUISHERS (CANISTER OR PERSONAL TAXABLE 

TANKS) 
FIRE ESCAPES REAL TAXABLE 

57. FLAG POLES, IN GROUND OR ON BUILDING REAL TAXABLE 

58. FLOOR FINISHES: 
SPECIAL COVERINGS (WOOD BLOCK, REAL TAXABLE 

STEEL TILE) 
STANDARD COVERINGS (CARPET, REAL TAXABLE 

LINOLEUM, TILE) 

59. FLOOR GRATES - NOT ADJACENT TO REAL TAXABLE, function of 
MACHINERY realty 

60. FLOOR GRATES ADJACENT TO MACHINERY REAL TAXABLE, function of 
realty 

61. FLOORING, RAISED OR COMPUTER ROOM PERSONAL TAXABLE 

62. FOUNDATIONS FOR SPECIFIC IP EQUIPMENT PERSONAL EXEMPT 

63. FREEZERS: 
BUILDING TYPE CONSTRUCTION, WALK-IN REAL TAXABLE 
PORTABLE - FREESTANDING PERSONAL % BASED ON USE 
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64. 

65. 

66. 

67. 

68. 

69. 

70. 

71. 

72. 

73. 

74. 

FURNACES: 
ONE-NEW 
ONE - REPLACEMENT 
FOR IP USE - REPLACEMENT 
MULTIPLE 

GAS DISTRIBUTIONS SYSTEMS: 
GAS LINES TO PROCESS SYSTEM 
GAS LINES TO BUILDING SYSTEMS 

GATE OPERATORS: 
PART OF FENCE -- LAND IMPROVEMENTS 

GENERATOR- ONE WHICH SERVICES THE 
FACILITY 

GENERATOR USED FOR SPECIFIC IP MACHINE 

GUARD RAILS AND POSTS: 
PROTECT IP EQUIP. (NOT ATTACHED TO 

EQUIP.) 
PROTECT IP EQUIPMENT (ATTACHED TO 

EQUIP.) 
PROTECT INVENTORY 
ROADS, PARKING, BUILDING 

HEATERS: 
UNIT HEATERS, HANGING 
MANUFACTURING PROCESS 
PORTABLE 

HEATING & VENTING SYSTEMS (GENERAL 
BUILDING TYPE) 

HOISTS: 
BUILT-IN 
PORTABLE 

HUMIDIFIERS: 
PORTABLE, IP FUNCTIONS 
BUILT-IN 

INCINERATORS 

~EAL'or 
PERSbNAL 

i,~&Je1%sE 

REAL 
REAL 
PERSONAL 
R orP 
DEPENDING 
ON USE 

PERSONAL 
REAL 

REAL 

REAL 

PERSONAL 

REAL 

PERSONAL 

REAL 
REAL 

REAL 
PERSONAL 
PERSONAL 

REAL 

REAL 
PERSONAL 

PERSONAL 
REAL 

REAL 
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·.REALc,rf/' 
PEF{$Q,NAL 

.· i:,·~QR'. 
SALES/USE 

75. INSULATION & PIPING IN WALL FOR 
REFRIGERATED ROOMS 

REAL TAXABLE 

76. KILNS, CERAMIC AND LUMBER FOR IP 
FUNCTIONS: 

FREESTANDING PERSONAL EXEMPT 
BUILT-IN REAL TAXABLE 

77. LIGHTING, ELECTRICAL: 
GENERAL BUILDING REAL TAXABLE 
LAND IMPROVEMENTS REAL TAXABLE 
SUPPLEMENTAL·· BUILDING SYSTEM REAL TAXABLE 

(Fixtures extended down from general 
building. Wiring to a specific IP machine.) 

SUPPLEMENTAL·· M & E (Fixtures, plugged PERSONAL EXEMPT 
into an outlet, that are extended down to a 
specific IP machine) 

78. LIGHTNING ARRESTERS REAL TAXABLE 

79. LOADING DOCK REAL TAXABLE 

80. LOCKER ROOM FACILITIES: 
PLUMBING FIXTURES, SHOWERS REAL TAXABLE 
PERMANENT PARTITIONS REAL TAXABLE 
TOILET PARTITIONS REAL TAXABLE 
LOCKERS, FREESTANDING PERSONAL TAXABLE 
LOCKERS, RECESSED INTO WALL REAL TAXABLE 

81. OFFICE - PORTABLE FOREMAN'S PERSONAL TAXABLE 

82. OPERA TORS, DOORS & WINDOWS REAL TAXABLE 

83. PARKING CONTROL SYSTEMS REAL TAXABLE 

84. PARTITIONS: 
PORTABLE IN MANUFACTURING AREA PERSONAL TAXABLE, building 

function 
PERMANENTLY ATTACHED REAL TAXABLE 

85. PIPE RACK SUPPORTS REAL TAXABLE 

86. PIPING: 
FROM WALL TO SPECIFIC IP MACHINERY PERSONAL EXEMPT 
UTILITY PIPING, GAS, WATER, ETC. REAL TAXABLE 

87. PLASTIC DOOR STRIPS (AIR GUARD STRIPS) TO REAL TAXABLE - general 
SEPARATE AREAS building 
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. ''REAL or SA~ES &IJSE TAX 
'p,ERSONAL A3TATUS FOR IP ... FOR 
SALES/U,SE 

REAL TAXABLE 

89. PLUMBING, TO SPECIFIC IP EQUIPMENT PERSONAL EXEMPT 

90. PRESS PIT PERSONAL EXEMPT - machine 
foundation 

91. PUMP HOUSES REAL TAXABLE 

92. RAMPS: 
PORTABLE PERSONAL TAXABLE 
BUILT-IN REAL TAXABLE 

93. ROOMS WITHIN A PLANT, NOT A STRUCTURAL PERSONAL EXEMPT (6) 
PART OF REAL TY USED FOR IP FUNCTIONS 

94. SCALE HOUSES REAL TAXABLE 

95. SCALES: 
PORTABLE PERSONAL T or E depending on use 
BUILT-IN REAL TAXABLE 
TRUCK, BUil T-IN REAL TAXABLE 

96. SECURITY SYSTEMS PERSONAL TAXABLE (7) 

97. SHED - BOLTED TO CONCRETE SLAB REAL TAXABLE (8) 

98. SHED - PORTABLE FOR STORAGE PERSONAL TAXABLE 

99. SIGNS: 
AITACHED TO BUILDING REAL TAXABLE 
INTEGRAL PART OF IP EQUIPMENT PERSONAL EXEMPT 
NONEQUIPMENT RELATED PERSONAL TAXABLE 

100. SILO - RAW MATERIAL STORAGE REAL TAXABLE (8) 

101. SPRAY BOOTHS, PERMANENTLY AITACHED REAL TAXABLE 

102. STAINLESS STEEL WALL PANELS FOR FOOD REAL TAXABLE 
INDUSTRY 

103. TANKS: 
PORTABLE - IN-PROCESS STORAGE PERSONAL EXEMPT 
PORTABLE- MIXING IP MATERIAL PERSONAL EXEMPT 
PORTABLE - RAW MATERIAL STORAGE REAL TAXABLE 
BUil T-IN (attached to a building or foundation) REAL TAXABLE 

- RAW MATERIAL AND IN-PROCESS 
STORAGE 

104. TELEPHONE WIRING IN WALL REAL TAXABLE 

105. TOILET FACILITIES: 
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NQ. 

106. VATS FOR MIXING (MANUFACTURING PROCESS) 

107. WASH FOUNTAINS 

108. WELDING BOOTH, PORTABLE 

109. WOOD BLOCKING FOR FLOOR IN PRESS ROOM 

.... REAL or 
:PERSONAL· · 't=oR. · 
sALesiuse 

REAL 
REAL 
PERSONAL 

PERSONAL 

REAL 

PERSONAL 

REAL 

TAXABLE 
TAXABLE 
TAXABLE 

EXEMPT 

TAXABLE 

EXEMPT 

TAXABLE 9 

1) AIR MAKE-UP UNITS FOR SPECIFIC MACHINERY HAVE BEEN DETERMINED TO BE 
PERSONAL PROPERTY BY THE COURTS. (E.W. ENSROTH & CO., MILLER PLATING, 
INC. VAN DYKEN HEATING, INC.) 

2) BOILERS FOR SPECIFIC MACHINERY HAVE BEEN DETERMINED TO BE PERSONAL 
PROPERTY (KELVINATOR, INC.) 

3) CONSIDERED PERSONAL PROPERTY FOR SALES/USE PURPOSES 

4) PER RULE 40 AND RAB 2000-4 

5) 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 REAL TY, 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. 

6) PERSONAL PROPERTY PER LR 88-53. THE WIRING IN THE WALLS WOULD BE REAL 
PROPERTY; HOWEVER, IN THE PAST THE PERCENTAGE OF TAXABLE MATERIAL IN 
THE WALLS WAS IMMATERIAL; THEREFORE, THE ENTIRE JOB WAS TREATED AS A 
RETAIL SALE OF PERSONAL PROPERTY. CHECK FOR MATERIALITY. 

7) RAB 90-2 

8) WOOD BLOCKING USUALLY COVERS A LARGE AREA. IT ABSORBS OIL AND 
PROVIDES A NON-SLIPPERY SURFACE. 

9) SEE "WASTE REMOVAL" SECTION OF THIS MANUAL 
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RECONDITIONING/REMANUFACTURING 

Pre 3/31/99: 

A reconditioner/remanufacturer is a company that purchases used products 
(engines, carburetors, batteries, furniture, etc.), reconditions the product by 
repairing, remachining or reshaping and sells the reconditioned product. 

Raw materials are considered to be salvaged component parts obtained from the 
"used" products, as well as any new parts used in the process. Cleaning, 
inspection and disassembly are receiving functions and taxable. Reshaping and 
remachining are determined to be exempt industrial processes. 

Post 3/30/99: 

Remanufacturing is exempt per statute. 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 would now be 
exempt. Disassembly and subsequent reassembly merely to clean is 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? 

Pre 3/31/99 and Post 3/30/99 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 
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? 
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Pre 3/31/99 Answer: The washing equipment and supplies as well as the 
disassembly operations would be taxable as they are receiving functions. 
The equipment and supplies used to repair, paint and reassemble the 
hoods, doors, and fenders would qualify for the industrial processing 
exemption. 

Post 3/30/99 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. This would 
exempt the washing equipment and supplies. 

Equipment can be partially taxable depending on their taxable and exempt uses. 
Many exempt percentages have increased, however, due to the Act's definition 
of the beginning and end of the industrial process. 

Refer to the RAB 2000-4 on industrial processing for additional clarification of 
the remanufacturing exemption. 

References: MCL 205.54t(3)(g) & (7)(d) 
MCL 205.94o(3)(g) & (7)(d) 
RAB 2000-4 
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REFRIGERATION & FREEZERS 

Pre-3/31/99 and Post-3/30/99: 

Equipment and electricity consumed to bring a product to a frozen or refrigerated 
state is exempt from sales tax for the reason of industrial processing. Product 
preservation and storage do not qualify for the industrial processing exemption. 

Tangible personal property acquired for storing and delivery of ice is taxable (see 
Rule 39). 

References: R 205.89 
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REPACKAGING 

The following examples illustrate the concept of repackaging and the industrial 
processing treatment of the packaging equipment. 

Situation 1: A nail manufacturer places nails in a 2-pound box for ultimate sale 
at retail. The product is ultimately purchased at the retail level in this same 2-
pound box. 

Pre-3/31/99 and Post-3/30/99 Determination: The packaging operation to 
put the nails in 2-pound boxes is exempt for IP. 

Situation 2: This same nail manufacturer also contracts with a separate 
company to package certain types of nails in 2-pound boxes. Again, the product 
is purchased at the retail level in the same 2-pound box. 

Pre-3/31/99 and Post-3/30/99 Determination: This packaging servicer would 
be entitled to the IP exemption, even if the nail manufacturer provided the 2-
pound boxes. 

Situation 3: Same circumstances as situation 2 above with one additional fact. 
In certain instances the outside packager may have to repackage nails if the 

. boxes become damp, yellowed, or otherwise unsuitable for retail sale. 

Pre-3/31/99 Determination: This second time packaging function would also 
be exempt for industrial processing. However, any equipment, areas, etc., 
used in the disassembly of the first packaged product would be taxable. 

Post-3/30/99 Determination: All equipment and areas would now be exempt. 
The industrial processing RAB states that the activity of disassembly is now 
exempt for a remanufacturer. 

Situation 4: A wholesale distributor of nails now inserts the nails into 2-pound 
boxes for ultimate sale at retail. 

Pre-3/31/99 and Post-3/30/99 Determination: The wholesaler would be 
entitled to the IP exemption on the packaging equipment. 

Situation 5: A large retail store purchases the same nails in bulk quantities. 
They then repackage the nails in 2-pound boxes and place them on their shelves 
for retail sale. 

Pre-3/31/99 and Post-3/30/99 Determination: The retailer would be 
entitled to IP exemption for the packaging equipment. 
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RETAIL PREPARATION OF FOOD 

Pre-3/31/99: 

Both the Sales and Use Tax Acts remove from the industrial processing 
exemption the preparation of food and beverages by a retailer for retail 
sales. 

This provision in both Acts eliminates from the exemption kitchen equipment 
used in restaurants and similar facilities. The Department's position for the 
activity where the items are sold and/or transferred to themselves (company 
owned restaurants/stores) is that no industrial processing exemption is allowable. 
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 would be considered to be 
preparation of food by a retailer for retail sale. 

• A bakery produces products that it sells to wholesalers and also sells in its 
own retail store. The preparation of the items for the retail store would not 
qualify for the industrial processing exemption. 

The Michigan Supreme Court ruled in the Elias Brothers case that equipment 
and supplies are exempt if the taxpayer meets all of the following facts: 

1) The taxpayer is a food processor, food distributor and owns retail outlets. 

2) The taxpayer operates as a wholesaler/retailer and the processed food is 
"sold", not merely transferred. The food is "sold" at the same price to 
owned and noncompany owned outlets. 

3) The food processing activity is a distinct, identifiable and clearly severable 
activity from the retail outlets, with separate billing records, income 
statements and asset listings for the commissary. 

4) Food processing activities are treated as a separate and distinct operation 
by the taxpayer. Separate profit centers are maintained. 
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5) Food products are prepared similarly for both company owned and 
noncompany owned outlets. Accounting records and other procedures for 
the sale of processed food is identical for company owned and 
noncompany owned outlets, including ordering, processing, handling, 
delivery, invoicing, billing and sales procedures. 

6) Food processing equipment is of a nature not found in a retail restaurant. 

Post-3/30/99: 

The treatment for kitchen equipment used in restaurants has not changed. The 
equipment and operating supplies are taxable. 

The statute does provide at 205.54t(5)(h) and 205.94o(5)(h) the following 
language: (5)"Property that is not eligible for an industrial processing exemption 
includes the following: (h) Tangible personal property used for the preparation of 
food or beverages by a retailer for ultimate sale at retail through its own 
locations." 

Ref: 205.54t(5)(h) 
205.94o(5)(h) 
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RETAILERS and the INDUSTRIAL PROCESSING EXEMPTION 

The tax status for the situations presented below do not change for the Pre-
3/31/99 and Post-3/30/99 periods. 

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. 

• Company A purchases large quantities of nails, screws or other items in 
large containers and repackages the nails, screws or other items into 
smaller quantities. The equipment/supplies/utilities used for this purpose 
would qualify for the industrial processing exemption. 

• A local jewelry store makes custom jewelry it sells at retail in their own 
store. The equipment/tools/supplies used would qualify for the industrial 
processing exemption. 

• The local optician buys eyeglass frames and uncut lens. The lenses are 
ground to fit the frames. The equipment/tools/supplies used to grind the 
lens and insert them into the frames would 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 and equipment used 
for this portion of their business operation is exempt to the extent the 
items are used to repair and recondition the items prior to sale. 
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• Prosthetic clinics would be afforded the IP exemption for tools and 
equipment used to make artificial limbs (the same treatment as the 
optician). 

• All retailers or service providers making repairs covered under an original 
manufacturers warranty are entitled to the industrial processing exemption 
for equipment/tools/supplies used for this activity. 

Examples of some taxable activities: 

• The local lumberyard cuts a sheet of plywood down to requested size. No 
exemption is allowed as they are merely cutting to size. If the customer is 
charged for this service, it would be part of the gross proceeds subject to 
sales tax. 

• Can and plastic bottle crushers at the local grocery store. 

• Tools and equipment used by dental labs to make dentures would not be 
exempt because they are providing a service. 

• Coin operated coffee and soft drink vending machines. 

References: LR 85-20 
LR 87-52 
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SAMPLES 

Samples are items where title and possession are transferred to another without 
consideration. Samples are usually used to give a prospective customer an 
opportunity to test a product prior to purchasing the product. 

Samples sometimes represent a small component of an entire product (e.g., 
small pieces of wallpaper, one seat of auditorium seating, swatches of fabric). 

Samples withdrawn from inventory and given away without charge are taxable. 
The tax base is computed as follows: 

• Samples that are manufactured products are taxable on material cost. 

• Samples that are not complete manufactured products are taxable on 
material cost (e.g., high-pressure laminate chips, a.k.a. Formica chips). 

• Samples that are purchased are taxable on cost. 

Sometimes manufacturers produce a product for trial marketing purposes and 
give the product away to other industrial processors with the intent of making 
future sales. Samples given away for trial marketing purposes are taxable on 
material cost. 

EXCEPTIONS: 

• Prescription drug samples given away by manufacturers of prescription 
drugs to health professionals are exempt. However, all packaging 
materials and packaging equipment would be taxable. 

• Prescription drug samples given away by a wholesale distributor to health 
professionals are exempt. 

• Samples donated by a manufacturer, wholesaler or retailer to a qualified 
exempt entity are not taxable. A qualified exempt entity is a nonprofit school, 
nonprofit hospital, nonprofit home for the care of the aged or children 
(operated by certain types of organizations), parent cooperative preschool, or 
church. 

• Samples of food items are exempt, including prepared food. 

NOTE: Since the tax base of inventory withdrawals is material cost, the 
percentage of equipment (with materiality considered) used to produce inventory 
withdrawals would also be taxable. 
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Items withdrawn from a Michigan inventory and given away at no cost to the 
recipient for promotional purposes are taxable, regardless of where the item is 
shipped. Items withdrawn from a non-Michigan inventory and shipped into 
Michigan may be taxable with an appropriate credit for any sales or use tax that 
had been legally due and paid in another state at the time of acquisition. If the 
tax paid was less than the tax imposed by Michigan, tax is due on the difference. 

EXCEPTION: Due to the Sharper Image Corporation court case, samples 
shipped from an out-of-state source may be exempt. The following must be met 
for exemption of samples shipped from an out-of-state source: 

e The distribution is made by mail or by common carrier 
• The distribution originated from out-of-state 
• The consumer/purchaser of the sample has no control in Michigan over 

the distributed items. See the "Inventory Withdrawals/Consumed Goods" 
section of this text for further clarification. 

References: MCL 205.92(b) 
MCL 205.94t 

R 205.112 
RAB 93-5 

Honeywell, Inc. vs. Michigan Department of Treasury 
IBM Corp. vs. Michigan Department of Treasury 

Sharper Image Corporation vs. Michigan Department of 
Treasury 

Syntex Laboratories, Inc. vs. Michigan Department of Treasury 
Wilson Sporting Goods vs. Michigan Department of Treasury 
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SCRAP DEALERS & RECYCLERS 

The following equipment (or areas when talking about utility studies) are treated 
accordingly for industrial processing purposes: 

1) ROLLOFFS (DUMPSTERS): 

A. A scrap dealer places his rolloffs on the site of an industrial processor. 
The processor stores his production waste in these containers for removal 
by the scrap dealer. 

Pre-3/31/99 and Post-3/30/99 Tax Treatment: These containers are 
taxable. Their purpose for the scrap dealer is receiving, collection and 
transportation. The purpose for the processor is the storage of production 
scrap for removal from its plant. 

B. A recycler has rolloffs 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. 

Pre-3/31/99 and Post-3/30/99 Tax Treatment: These containers are 
taxable. Their purpose for the recycler is receiving and raw material 
storage. 

2) 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. 

Pre-3/31/99 Tax Treatment: The industrial processing exemption for waste 
accumulation is only available to the industrial processor. Since these 
hoppers were owned by the scrap dealer, the industrial processing exemption 
is not allowable. 

Post-3/30/99 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 and not 
ownership determines the exemption. 

3) RADIATION MONITORS: 
Detects amounts of radiation contained in delivered scrap metal and are 
usually located near the scales for incoming scrap. 
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Pre-3/31/99 Tax Treatment: These monitors would be taxable as part of 
receiving. 
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Post-3/30/99 Tax Treatment: The statute exempts raw material testing. 
Therefore, these radiation monitors would be exempt from tax. 

NOTE: Do not exempt the area where these monitors are located in your 
utility studies, as industrial processing has not started. 

4) 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. 

Pre-3/31/99 Tax Treatment: These machines would be exempt. The form 
composition, quality, combination or character of the material is changed for 
ultimate sale at retail. 

Post-3/30/99 Tax Treatment: The recovery equipment is exempt for 
industrial processing. The exemption is based on the statute that classifies 
recycling of used materials for ultimate sale at retail as an industrial process. 

5) EQUIPMENT USED FOR THE DISASSEMBLY OF VARIOUS MIXED 
SCRAP PARTS: 

Pre-3/31/99 Tax Treatment: This activity and items used for this purpose are 
taxable. This is considered a receiving function. 

Post-3/30/99 Tax Treatment: The disassembly equipment is exempt. 
Industrial processing begins when tangible personal property begins 
movement from raw material storage. 

6) LOADING AND UNLOADING EQUIPMENT: 

Pre-3/31/99 and Post-3/30/99 Tax Treatment: This equipment is taxable if 
the transfer of materials is to or from a separate legal entity. Loading and 
unloading equipment used to handle in-process materials within the same 
legal entity is exempt. 

7) SORTING EQUIPMENT SUCH AS CRANES, LOADERS, AND LIFT 
TRUCKS: 

Pre-3/31/99 Tax Treatment: Sorting is an exempt function if the combination 
or composition of the materials is changed for ultimate sale at retail. 

Post-3/30/99 Tax Treatment: The trash heap is considered the recycler's 
raw materials. Sorting will be exempt. 
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8) EQUIPMENT USED TO CUT, BREAK, AND CRUSH (AFTER 
DISASSEMBLY): 

Pre-3/31/99 and Post-3/30/99 Tax Treatment: This recycling equipment is 
exempt as this activity meets the definition of industrial processing. We would 
also exempt conveyers connected to this type of machinery. 

9) PAPER SHREDDING EQUIPMENT: 

Pre-3/31/99 and Post-3/30/99 Tax Treatment: This equipment used by 
scrap dealers and recyclers would be exempt for IP if the property is sold. 

10) COMPRESSING EQUIPMENT: 

Pre-3/31/99 Tax Treatment: This equipment would be taxable if the 
compressing was performed to facilitate the transportation and shipment of 
the scrap to the purchaser. This is normally the situation with equipment 
used to compress newspaper scrap. Compressing equipment could be 
exempt if the purchaser requires the product be delivered in a compressed 
state. 

Post-3/30/99 Tax Treatment: The compressing equipment would be exempt 
as the compressing is an industrial process that occurs after the move out of 
the raw material storage area and prior to the product coming to rest in 
finished goods inventory storage. 

11) BANDING AND BALING EQUIPMENT: 

Pre-3/31/99 Tax Treatment: This equipment is taxable if its sole purpose was 
to facilitate the transportation and shipment of the scrap to the purchaser. If 
the purchaser required that the product be baled and banded, the equipment 
would be exempt. 

Post-3/30/99 Tax Treatment: If the banding and baling process took place 
prior to the product coming to rest in finished goods inventory storage, the 
equipment would be exempt. 

References: MCL 205.54t(3)(i) 
MCL 205.94o(3)(i) 
LR 86-25 
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SERVICERS 

Pre 3-31-99: 

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, etc.) are allowed the industrial processing exemption as it 
pertains to their operations. Servicers that do not act as an industrial processor 
do not qualify for the industrial processing exemption. 

A person providing a service for an industrial processor that does not transform, 
alter or modify tangible personal property by changing the form, composition or 
character of the property for ultimate sale at retail or sale to another industrial 
processor for further processing for ultimate sale at retail is not an industrial 
processor. Tangible personal property used or consumed in performing services 
upon property owned by others, where the services did not transform, alter or 
modify the property, does not qualify for the industrial processing exemption. 

For example, an industrial processor may contract with a waste disposal 
company to remove waste from the premises of the manufacturing plant. The 
waste disposal company, no matter how important its activities are to the 
manufacturing plant, does not meet the definition of an industrial processor. 
Thus, purchases of any equipment, material and other items used by the waste 
disposal company in performing the waste removal service for the industrial 
processor are not eligible for an industrial processing exemption. 

The exception to this provision is where the person performing the service for the 
industrial processor has purchased computers and computer equipment to be 
used in industrial processing in one of the following four ways: 

1) A computer 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 

See the "Computers Used in Industrial Processing" section of this text for 
CAD/CAM exemption for servicers. 

The Michigan Court of Appeals (Beckman Production Services) has held that a 
person performing a service on the property of an industrial processor, where 
that service does not transform, alter or modify the property, is not entitled to the 
industrial processing exemption. 
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The Michigan Court of Appeals also ruled that testing services did not qualify the 
company as an industrial processor. There was no change in form, composition 
or character nor was there an ultimate sale at retail. 

Some companies manufacture products and also perform service activities. The 
service department is sometimes called "SRO" (service/repair/overhaul). 
Repairing, overhauling or rebuilding property owned by others is a service 
activity. The equipment, tools or supplies used in the performance of the service 
are taxable. If the servicer manufactures repair parts, the equipment to produce 
the repair parts qualifies for the industrial processing exemption. A percentage of 
taxability would apply to any equipment, tools or supplies used for both the 
manufacturing activity and service activity. 

Subprocessors work on the property of others; however, they are treated as 
industrial processors because they change the form, composition, or character of 
tangible personal property for ultimate sale at retail. Examples of subprocessors 
are plating companies, steel slitters and heat-treating companies. 

Post 3-30-99: 

Servicers can receive an 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. The equipment used in the service or repair 
activity qualify for the exemption if tangible personal property is used by the 
servicer to perform an industrial processing activity for or on the behalf of an 
industrial processor. The servicer or repairer can qualify for the exemption if the 
service or repair work is being made to exempt equipment of the customer. An 
example would be the exemption for tools used by a repair company to repair a 
stamping press of a steel parts manufacturer. Keep in mind the same tools used 
to repair the loading dock or office equipment will remain a taxable use. 
Apportioning the taxable and nontaxable usage of the servicer's equipment will 
now be allowable. 

There has been no statutory change in the area covered above on the computer 
service providers. 
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STORAGE TANKS & MIXING TANKS 

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. 

The Michigan Sales Tax Act provides exemption from tax of tangible personal 
property used or consumed in industrial processing. The Use Tax Act provides a 
similar exemption. An industrial processor transforms, alters or modifies tangible 
personal property by changing the form composition, or character of the property, 
for ultimate sale at retail or sale to another industrial processor for further 
processing and ultimate sale at retail. 

Storage tanks do not fall under the industrial processing guidelines and are 
taxable as a storage function. The storage of a product that will be consumed or 
altered in industrial processing is not an exempt function. The storage of a 
finished product is not an exempt function. 

A mixing tank that is a component part of the industrial process is exempt as 
processing equipment. An exception to this rule is a soft drink bottling 
company's mixing or transfer tanks, which are lightweight stainless steel 
canisters capable of holding five gallons of pre- or post mix. They are not within 
the scope of the industrial processing exemption. The Michigan Tax Tribunal 
ruled that no mixing of product components occurred within the tanks, although 
they were designated "mixing tanks" (Pepsi-Co/a Metropolitan Bottling vs. 
Department of Treasury). The tanks were used to store and deliver the product. 

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 is going on within the tanks. 
However, the tanks can be purchased tax free for leasing purposes if the tanks 
are rented. An industrial processor can make a claim of exemption for IP on the 
rental charge of the cylinder (LR 88-16). 

Tanks with a mixing system inside used to mix different gases uniformly and 
remix the gas when released are exempt for industrial processing. 
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Portable tanks used to store gas, etc. to repair exempt equipment or used in an 
exempt area would be exempt if consumption occurred in the processing area 
from the same tank. 

References: LR 88-16 
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STORES ACCOUNTS (NONPRODUCTION INVENTORY) 

Some companies purchase nonproduction inventory or noninventory 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 may be accruing tax on some of these items at the time of 
withdrawal. 

Items that may be included in these accounts include small tools, 
screws/fasteners, belts, gloves, maintenance supplies, etc. 

The "stores" area is taxable. It is not. considered in-process storage. It is 
nonprocess storage. Utilities, shelving, equipment (including automatic retrieval 
systems) and supplies used in this area are taxable regardless of tax status of 
items withdrawn from "stores". 
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TAXABILITY OF ITEMS 
WHEN USED IN EXEMPT PRODUCTION AREAS - NO SHIPPING, RECEIVING, ETC. 

•. ITEM" DESCRIPTiON Ofi:ITEM/" -:·/ - -, ·.·. ···•·· .· 
·.,., ... '.· -;':,;;':~.:.··,,~it/A/'/f • ... / .. ,,; < 
1. AIR MAKE-UP UNIT (ONE) FOR GENERAL 

HEATING/COOLINGNENTILA TION 
PURPOSES 

2. AIR MAKE-UP UNIT TO EXHAUST 
PRODUCTION FUMES 

3. ASPIRIN OR SALT TABLETS 

4. AUTOMATIC SPOOLING DEVICES, EVEN 
THOUGH THEY HELP ELIMINATE CARPAL 
TUNNEL 

5. BALLAST FOR OVERHEAD LIGHTING 
FIXTURES 

6. BINS USED TO COLLECT RM PACKAGING 
SCRAP NEXT TO PRODUCTION LINE 

7. BLUEPRINT STORAGE CABINET 

8. BOOKS OR MANUALS THAT CONTAIN DATA 
DETAILING FORMULAS, ETC. FOR SPECIFIC 
PRODUCTION REQUIREMENTS 

9. BOOKS OR MANUALS THAT CONTAIN 
GENERAL ENGINEERING, QC, ETC. 
INFORMATION FOR ENGINEERING, 
PRODUCTION, & QC STAFF 

10. BROCHURES- OSHA MANDATED "SAFETY 
IN THE WORKPLACE" BROCHURES 

11. BROOM AND MOPS FOR CLEANING THE 
FLOORS 

12. CAMERAS & FILM USED IN R & D TO FILM 
PRODUCT 

13. CAMERAS FOR SECURITY OR PERSONNEL 
USE 

14. CATWALKS OR PLATFORMS AROUND IP 
MACHINES (ATTACHED TO MACHINE OR 
BOLTED TO FLOOR) 

15. CLEANERS AND DEGREASERS USED TO 
CLEAN IP EQUIPMENT 

--

TAX ' REA.SON :_ 
iJ3TATus·· ·. \ ·• ·. · .. - · . . . , .. 

T NONPROCESSING - GENERAL AIR 
CIRCULATION. REAL PROPERTY 

E 

T 

E 

T 

E 

T 

E 

T 

T 

T 

E 

T 

E 

E 

PERSONALPROPERTY­
REMOVES CONTAMINATED AIR 

FIRST AID, SAFETY 

PART OF THE MACHINERY, 
ENABLES CONTINUED 
PRODUCTION 

REAL PROPERTY 

SCRAP REMOVAL EXEMPT BY 
STATUTE 

NONPRODUCTION STORAGE 

INDUSTRIAL PROCESSING 

TRAINING RELATED 

SAFETY AND TRAINING RELATED 

REAL PROPERTY MAINTENANCE 

R & D EXEMPT BY STATUTE 

PLANT SECURITY, PERSONNEL 

PERSONAL PROPERTY, MACHINE 
MAINTENANCE, NECESSARY FOR 
CONTINUED PRODUCTION 

MACHINE MAINTENANCE 
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16. CLEANING TISSUE FOR SAFETY GLASSES 

17. COMPUTER USED TO MONITOR 
PRODUCTION CONTROL 

18. COMPUTER USED IN ENGINEERING DEPT. 
FOR ADMINISTRATIVE PURPOSES 

19. CONTAINERS FOR THE STORAGE OF WORK­
IN-PROCESS MATERIALS 

20. COPY MACHINE USED IN ENGINEERING FOR 
DEVELOPMENT OF PRODUCT 

21. COPY MACHINE USED TO EXCLUSIVELY 
REPRODUCE DRAFTING DOCUMENTS 

22. COVERALLS, UNIFORMS, APRONS, ETC. FOR 
GENERALATIIRE PURPOSES 

23. COVERALLS, UNIFORMS, APRONS, ETC. FOR 
SANITATION PURPOSES IN FOOD 
PROCESSING PLANTS 

24. COVERALLS, UNIFORMS, APRONS, ETC. TO 
PROTECT EMPLOYEE CLOTHING 

25. COVERALLS, UNIFORMS, APRONS, ETC. TO 
PROTECT THE BODY 

26. DESK & CHAIR IN ENGINEERING DEPT. 

27. DESK OR MODULAR FURNITURE USED TO 
HOLD COMPUTER THAT IS USED FOR IP 

28. DRAFTING TABLE & CHAIR IN ENGINEERING 

29. DUST OR FUME RESPIRATOR 

30. E-MAIUINTERNET SOFTWARE FOR 
COMMUNICATIONS BETWEEN PRODUCTION 
DEPARTMENTS 

31. EAR PLUGS 

32. EMERGENCY BACK-UP GENERATOR FOR 
GENERAL BUILDING 

33. EMERGENCY BACK-UP GENERATOR FOR 

T 

E 

T 

E 

E 

E 

T 

E 

T 

E 

T 

T 

E 

E 

T 

E 

T 

E 

EMPLOYEE CONVENIENCE 

PRODUCTION CONTROL, 
SCHEDULING EXEMPT PER 
STATUTE 

ADMINISTRATIVE, OFFICE 
EQUIPMENT 

IN-PROCESS STORAGE EXEMPT 
PER STATUTE 

DEVELOPMENT, ENGINEERING 
EXEMPT PER STATUTE 

EQUIPMENT USED FOR 
PRODUCTION DESIGN 

EMPLOYEE CONVENIENCE 

PRODUCT PROTECTION 

EMPLOYEE CONVENIENCE 

INDUSTRIAL PROCESSING 

OFFICE FURNITURE 

OFFICE FURNITURE 

INDUSTRIAL PROCESSING 

INDUSTRIAL PROCESSING 

COMMUNICATION 

INDUSTRIAL PROCESSING 

REAL PROPERTY - FUNCTION OF 
THE BUILDING 

INDUSTRIAL PROCESSING 
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. • · . TAX REASON 
' ·sTATlJS . . '· r .•. 

SPECIFIC IP MACHINERY 

34. EYE WASH AND HAND WASHING STATIONS 

35. FANS - PORTABLE UNITS 

36. FAX MACHINE USED TO TRANSMIT 
PRODUCTION RUN DOCUMENTS BETWEEN 
AREAS 

37. FINGER TIP PADS 

38. FIRE EXTINGUISHERS AND FIRE HOSES 
ATIACHED TO THE WALL 

39. FIRE EXTINGUISHERS AND FIRE HOSES 
ATIACHED TO A PRODUCTION MACHINE 

40. FIRST AID SUPPLIES (BANDAGES, 
OINTMENTS, ETC.), PLANT HOSPITAL 
SUPPLIES & EQUIPMENT 

41. FLASHLIGHTS USED BY PRODUCTION 
EQUIPMENT SERVICE WORKERS 

42. FLOOR MARKINGS (PAINT OR TAPE) 

43. FLOOR MATS (TO STAND ON WHEN 
WORKING AT A MACHINE) FOR WORKER 
COMFORT 

44. FLOOR MATS (TO STAND ON WHEN 
WORKING) TO AVOID ELECTROCUTION 

45. FLOOR OIL ABSORBENT (OIL DRY) FOR 
CLEANING FLOORS 

46. FLOOR OIL ABSORBENT (OIL DRY) FOR 
SPILLS ON FLOOR AROUND SPECIFIC IP 
MACHINES 

47. FLOOR OIL ABSORBENT (OIL DRY) PLACED 
IN A CONTAINER ON OR UNDER A MACHINE 
TO CATCH OIL THAT SPILLS FROM THE 
MACHINE 

48. FLOOR SWEEPER TO CLEAN UP AROUND 
MACHINES 

49. FOREMAN'S DESK, CHAIR, FILE CABINET, 

T 

T 

T 

E 

T 

E 

T 

E 

T 

T 

E 

T 

T 

E 

T 

T 

. .. . 

REAL PROPERTY - FIRST AID 

EMPLOYEE COMFORT 

COMMUNICATION DEVICE, LR 86-
12 

INDUSTRIAL PROCESSING 

GENERAL BUILDING - SAFETY 

.• 

PART OF IP EQUIPMENT 

FIRST AID, HOSPITAL PER 
STATUTE 

EXEMPT MACHINE MAINTENANCE 

SAFETY - REAL PROPERTY 
MAINTENANCE 

EMPLOYEE COMFORT 

INDUSTRIAL PROCESSING 

BUILDING MAINTENANCE 

BUILDING MAINTENANCE 

WASTE REMOVAL, LR 87-43 

BUILDING MAINTENANCE 

GENERAL OFFICE FURNITURE 
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c . ··.. , TAX . REASQN 
,,< ,; ·' 'STATUS ' .. 

50. 

51. 

ETC. 

FORMS FOR SCHEDULING EMPLOYEES 
WORK HOURS 

FORMS FOR SCHEDULING PRODUCTION 
"RUNS" 

52. FORMS USED FOR COST CONTROL 
PURPOSES 

53. GLOVES (COTTON, CANVAS, OR RUBBER) 

54. GOLF CART (USED AS A PERSONNEL 
CARRIER) 

55. GUARD RAIL AROUND IP MACHINE 

56. GUARD RAIL ATTACHED TO IP MACHINE 

57. HAIR NETS (FOR SANITATION PURPOSES) IN 
FOOD PROCESSING PLANTS 

58. HAND SOAP OR CREAM 

59. HARD HAT OR HELMETS WORN BY 
ASSEMBLY LINE WORKERS 

60. HEADBANDS OR SWEATBANDS WORN BY 
ASSEMBLY LINE WORKERS (PRODUCT 
INTEGRITY NOT IN JEOPARDY) 

61. HEIGHT-ADJUSTABLE PLATFORMS 

62. LAB COATS WORN BY QUALITY CONTROL 
LAB TECHNICIANS (PROTECTS CLOTHES) 

63. LADDER FOR PRODUCTION MACHINERY 
REPAIR 

64. LIGHT FIXTURES ATTACHED TO THE 
CEILING 

65. LIGHTS (FLUORESCENT LAMPS) FOR 
CEILING FIXTURES 

66. LITERATURE (PROMOTIONAL) AND PARTS 
ORDER FORMS THAT GO WITH THE 
PRODUCT 

67. LOUD SPEAKER SYSTEMS 

T 

E 

T 

E 

T 

T 

E 

E 

T 

E 

T 

E 

T 

E 

T 

E 

T 

T 

.. 

ADMINISTRATIVE FUNCTION 

PRODUCTION SCHEDULING 

ADMINISTRATIVE & ACCOUNTING 

PRODUCT AND/OR EMPLOYEE 
PROTECTION, LR 88-18 

EMPLOYEE COMFORT 

SAFETY 

PART OF IP EQUIPMENT 

PRODUCT PROTECTION 

EMPLOYEE CONVENIENCE 

INDUSTRIAL PROCESSING 

EMPLOYEE COMFORT 

INDUSTRIAL PROCESSING 

EMPLOYEE CONVENIENCE 

MAINTENANCE OF EXEMPT 
MACHINERY 

REAL PROPERTY 

LAMPS & ELECTRICITY EXEMPT IN 
IP AREAS 

SERVES A MARKETING OR 
PROMOTIONAL PURPOSE 

ADMINISTRATIVE & PERSONNEL 
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TAX· 'REASC(N 
> :i' . STATOS · . , 

68. MANUALS FOR OPERATING THE 
TAXPAYER'S NEW PRESS (PURCHASED 
SEPARATELY, NOT REPLACEMENT 
MANUALS) 

69. MANUALS OR INSTRUCTION - INSTALLATION 
OR ASSEMBLY INSTRUCTION THAT GO WITH 
THE PRODUCT 

70. RAGS FOR REMOVING OIL FROM 
PRODUCTION MACHINERY 

71. RAGS TO RID OIL FROM WORKER'S HANDS 
(PRODUCT INTEGRITY NOT IN JEOPARDY) 

72. REFRIGERATORS IN QC DEPARTMENT TO 
STORE RM TESTING COMPOUNDS 

73. SAFETY GLASSES - NONPRESCRIPTION 

74. SAFETY GLASSES - PRESCRIPTION 

75. SAFETY SHOES ONLY WORN IN IP AREA 
(PROVIDED FREE BY EMPLOYER) 

76. SAFETY SHOES WORN IN IP AREA TO 
PERFORM IP FUNCTIONS FOR OR ON 
BEHALF OF AN INDUSTRIAL PROCESSOR 
PRIOR TO 3/31/99, PURCHASED BY 
EMPLOYEE 

77. SAFETY SHOES WORN IN IP AREA TO 
PERFORM IP FUNCTIONS FOR OR ON 
BEHALF OF AN INDUSTRIAL PROCESSOR 
AFTER 3/30/99, PURCHASED BY EMPLOYEE 

78. SHELVING FOR THE TOOL CRIB 

79. SHELVING IN QUALITY CONTROL 
DEPARTMENT TO STORE RAW MATERIALS 

80. SHRINK WRAP MATERIAL 

81. SIGNS-OSHA REQUIRED SIGNS ATTACHED 
TO PRODUCTION MACHINERY 

82. SIGNS -- OSHA REQUIRED SIGNS 
ATTACHED TO THE WALL 

T 

E 

E 

T 

T 

E 

E 

E 

T 

E 

T 

T 

E 

T 

T 

TRAINING MATERIAL 

FOR RESALE, REQUIRED PART OF 
PRODUCT SOLD 

MACHINE MAINTENANCE 

EMPLOYEE CONVENIENCE 

NONPROCESS STORAGE 

EMPLOYEE PROTECTION 

EXEMPT BY STATUTE 

EMPLOYEE PROTECTION 

EMPLOYEE IS NOT AN 
INDUSTRIAL PROCESSOR 

PER STATUTE, SINCE THEY ARE 
PERFORMING IP FUNCTIONS FOR 
AN INDUSTRIAL PROCESSOR 

NONPROCESS STORAGE 

NONPROCESS STORAGE 

RESALE PER RULE 18 

SAFETY, NOT A TRUE PART OF 
EXEMPT MACHINERY 

SAFETY, NONPRODUCTION 
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ITEM' DESCRIPTION'OFJTEM · .,r> ·... ·' 

'Ci:.·\ :::":LLi'>1'i:r''~'.-;,/. /?;,'..'.{ ... :"."- ···•·,i,, . 
. ;1;, ' TAX .. REASON ' ..•.. ·• 

. , STATUS .. ! . ·• · ., 
83. SPACE HEATERS 

84. STOOL (FOR THE EMPLOYEE TO SIT AT 
WHILE OPERATING PRODUCTION 
EQUIPMENT) 

85. TABLE NEXT TO MACHINE TO HOLD TOOLS 
FOR MAKING MACHINE ADJUSTMENTS 

86. TAGS (OK TO USE) IN QUALITY CONTROL 

87. TAGS USED FOR RAW MATERIAL OR 
FINISHED GOODS INVENTORY PURPOSES 

88. TAGS USED TO INDICATE THE 
PERFORMANCE OF A QUALITY CONTROL 
FUNCTION 

89. TANKS (SOFT DRINK MIX CANISTERS) 

90. TELEPHONES AT PRINTING FACILITY USED 
SOLELY TO INSTRUCT PERSONNEL OF 
MACHINERY TO IMMEDIATELY START OR 
STOP PRODUCTION 

91. TELEPHONES USED FOR COMMUNICATION 
BETWEEN VARIOUS PRODUCTION DEPTS. 

92. TOOL AND DIE RACKS A TI ACHED TO A 
MACHINE 

93. TOOL AND DIE RACKS IN A SEPARATE 
STORAGE AREA 

94. TOOL AND DIE RACKS MOUNTED ON A WALL 

95. TOOL AND DIE RACKS NEXT TO A MACHINE 

96. TOOL BOXES (THE PORTABLE TYPE FOR 
PRODUCTION MACHINE REPAIR WORKERS) 

97. TOOL POUCHES FOR MACHINE REPAIR 
WORKERS 

98. TOOLS PURCHASED BY EMPLOYEES TO 
PERFORM IP FUNCTIONS FOR OR ON 
BEHALF OF AN INDUSTRIAL PROCESSOR 
PRIOR TO 3/31/99 

T EMPLOYEE COMFORT 

T 

E 

E 

T 

E 

T 

T 

T 

E 

T 

T 

T 

E 

E 

T 

EMPLOYEE COMFORT 

MACHINE MAINTENANCE 

QUALITY CONTROL EXEMPT BY 
STATUTE 

SHIPPING & RECEIVING TAXABLE 
BY STATUTE 

QUALITY CONTROL EXEMPT BY 
STATUTE 

NONPROCESSSTORAGE 

COMMUNICATION DEVICE 

COMMUNICATION DEVIGE 

PART OF MACHINE 

STORAGE FUNCTION 

STORAGE FUNCTION 

STORAGE FUNCTION 

MACHINE MAINTENANCE FOR IP 
EQUIPMENT 

MACHINE MAINTENANCE FOR IP 
EQUIPMENT 

EMPLOYEES ARE NOT AN 
INDUSTRIAL PROCESSOR 
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99. TOOLS PURCHASED BY EMPLOYEES TO 
PERFORM IP FUNCTIONS FOR OR ON 
BEHALF OF AN INDUSTRIAL PROCESSOR 
AFTER 3/30/99 

100. TRADE BOOKS OR MAGAZINES FOR 
ENGINEERING OR OTHER PRODUCTION 
DEPARTMENTS 

101. TRAINING MATERIALS 

102. TV, VCR, VCR TAPES USED FOR SECURITY 
OR TRAINING 

103. TV, VCR, VCR TAPES USED TO VIEW 
PRODUCT DESIGN, R & D 

104. WARRANTY CERTIFICATES THAT GO WITH 
THE MANUFACTURED PRODUCT 

105. WARRANTY REGISTRATION CARD TO BE 
RETURNED TO THE MANUFACTURER 

106. WASTE BINS FOR PRODUCTION SCRAP 

107. WRIST BRACE TO ASSIST IN LIFTING HEAVY 
PRODUCTION MATERIALS 

108. WRIST BRACE TO PREVENT CARPAL 
TUNNEL SYNDROME 

References: MCL 205.54r 
MCL 205.940 
R 205.90 
RAB 2000-4 

: ... tA>c·.:· ..... ~I;A,$QN~ .... -·. ·-~. ,·:· 
ST ATlis''.' .. · · •• . ··- .-·· .. _ 

. 

E 

T 

T 

T 

E 

E 

T 

E 

E 

T 

. .. 

PER STATUTE, SINCE THEY ARE 
PERFORMING IP FUNCTIONS FOR 
AN INDUSTRIAL PROCESSOR 

TRAINING MATERIAL (MAY 
QUALIFY FOR EXEMPTION UNDER 
RULE 53) 

MATERIALS DO NOT CHANGE THE 
FORM, COMPOSITION, 
CHARACTER, ETC. LR 87-30 

TRAINING, PERSONNEL, PLANT 
SECURITY 

EXPERIMENTAL, DEVELOPMENT, 
DESIGN, ETC. 

REQUIRED PART OF PRODUCT 
SOLD 

ADMINISTRATIVE FUNCTION 

SCRAP REMOVAL EXEMPT BY 
STATUTE 

EMPLOYEE PROTECTION 

EMPLOYEE COMFORT, SAFETY 
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TRANSFERS OF FIXED ASSETS BETWEEN RELATED ENTITIES 

Transfers from parent to subsidiary, subsidiary to parent, or subsidiary to 
subsidiary: 

• Since two different entities exist, a transfer to a Michigan based 
manufacturing firm could be taxable (if not exempt for industrial 
processing or any other valid reason). If the transferor is licensed or 
required to be licensed for Michigan sales tax, the transferor is responsible 
for collecting and remitting sales tax. If the transferor is not licensed or 
required to be licensed for Michigan sales tax, the transferee is 
responsible for remitting use tax. 

• The tax base would be selling price on the date of transfer. This is the 
value or price recorded in the purchaser's books, often times representing 
the net book value at the time of transfer. 

• No credit would be allowed for tax paid by the transferring entity. 

• Tax would not be due on the transfer of a business. See Section 205.94g 
of the Use Tax Act for a discussion of what constitutes a "transfer of a 
business" and for exceptions to the definition. 

Exceptions to the above: If the item being transferred is a motor vehicle, ORV, 
mobile home, aircraft, snowmobile, or watercraft, tax is due on the higher of the 
transfer selling price or retail market value per the Use Tax Act [205.93(2)]. A 
vehicle could be exempt if transferred in connection with the organization, 
reorganization, dissolution, or partial liquidation of a business and the beneficial 
ownership is not changed and Michigan tax has been previously paid. 

Transfers between divisions of the same legal entity: 

• As no sale has taken place, the tax base would be the original cost (not 
net book value) of any fixed asset transferred from out of state to 
Michigan. 

• Credit would be given for any sales or use tax paid to another state or 
other local jurisdiction, if proof can be shown. 

• Tax would generally not be due on transfers between Michigan based 
divisions. 

• The date of transfer to a Michigan division would determine whether the 
transaction was within the 4-year statutory audit period, not the purchase 
date. 
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Transfers between plants or locations of the same division: 

• As no sale has taken place, the tax base would be the original cost of any 
fixed asset transferred from an out of state location to a Michigan location. 

• Credit would be given for any sales or use tax paid to another state or 
other local jurisdiction, if proof can be shown. 

• Tax would generally not be due on transfers from one Michigan location to 
another Michigan location. 

• The date of transfer from an out of state location to a Michigan location 
would determine whether the transaction was within the 4-year statutory 
audit period, not the purchase date. 

NOTE: Transfers between divisions or within divisions are generally not 
supported by invoices or other documentation. It may be necessary to review 
journal entries, asset location records, property apportionment worksheets, etc. 
when auditing taxpayers with substantial intra-corporate transfers from out of 
state to Michigan. 

References: MCL 205.51 (g) 
Terco, Inc. vs. Michigan Department of Treasury 
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UTILITIES 

Manufacturers primarily use the following types of utilities: 

• Electricity 
• Gas 
• Steam 

Electricity, gas and steam used in nonprocessing areas are taxable. Electricity, 
gas and steam used in processing functions and/or areas are exempt (see the 
"Taxability of Utility Areas" chart in this text for examples of taxable and 
nontaxable·areas). 
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2 

ELECTRICAL DISTRIBUTION SYSTEMS 

r 
POWER INPUT FROM 
DETROIT EDISON 
SUBSTATION (taxable) 

PRIMARY SWITCHGEAR 
(100% taxable) 

+ 
SECONDARY SUBSTATION# 1 (25% taxable) 

(This transformer converts from 13,800 to 480 volts) 

first switchgear second switchgear 
(part of substation) (part of substation) 

~r ,, 
TRANSFORn 1ER# I TRANSFOF 

(100% exempt) 

MER# 

e) 
om480 

(50% taxat I 

PRESS 

( converts from 48 J (converts f1 
' _, .. _ .. _ ">">n .--'"·-' ··-'"'- "'- .,..,n ,.,,..u.-- - -- -

i i 
~S PRO .__U..,.C.....,.T-IO""'N _ ___, 1=-J PRESS 

-- -

SHRINK WRAP 

NOTE: Assuming equal usage of all four machines, the secondary substation is 
25% taxable. 

The secondary substation and transformers can get full or partial exemption, as 
they do not service the building's general utility system. 

Transformer #1 is 100% exempt, since it services industrial processing 
equipment. 
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Transformer# 2 is 50% taxable, since it services both an exempt industrial 
processing machine and a taxable machine. 
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exemp ti 

ELECTRICAL DISTRIBUTION SYSTEMS 

POWER INPUT FROM -... DETROIT EDISON 
SUBSTATION (taxable) 

PRIMARY SWITCHGEAR 
(100% taxable) 

H 

SECONDARY SUBSTATION# 2 (100% taxable) 
(This transformer converts from 13,800 to 480 volts) 

first switchgear second switchgear 
(part of substation) {part of substation) 

l 
TRANSFORMER # 1 BUS DUCT {a devi 

{100% taxable) 
ce) 
% (100 

( converts from 480 
volts to 220 volts) 

PRESS 
# 1 (IP) 

OFFICE 
(taxable) 

PRESS 
# 2 (IP) 

PRESS 
# 3 (IP) 

NOTE: The secondary substation and transformer are 100% taxable as they are 
directly or indirectly connected with the building's general utility system. 

The bus duct is not connected with the building's general utility system and 
services exempt equipment; therefore, it is 100% exempt for industrial 
processing purposes. 

Equal electrical usage by the three presses and office area is assumed. 
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ELECTRICAL DISTRIBUTION SYSTEMS 

r POWER INPUT FROM 
DETROIT EDISON 
SUBSTATION (taxable) 

PRIMARY SWITCHGEAR 
(100% taxable) 

,, 
SECONDARY SUBSTATION# 3 (100% taxable) 

(This transformer converts from 13,800 to 480 vol1 

first switchgear second switchgear 
(part of substation) (part of substation) 

BUS DUCT (a device) (33% taxable) 
,, 

s) 

,t"NERAL G 
,, ,r 

PRODU 
PRES 

CTION 
s PRESS 

OFFICE 
POST 

AR:,, 
SHRINKWRAP (taxable) 

NOTE: The secondary substation is 100% taxable as it services the building's 
general utility system. 

Equal usage by the two presses and the shrink wrap machine is assumed. 
Therefore, the bus duct is 33-1/3% taxable. The bus duct does not service any 
of the building's general utility system; therefore, a percentage of taxability may 
be applied. 
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Gas: 

Gas can be used for heating and to operate equipment or machinery. 

Gas used for heating of processing areas is exempt. Heating of nonprocessing 
areas is taxable. 

We do not tax the consumption of a by-product of an industrial processing 
function (e.g., excess heat from an exempt IP operation that is used to heat 
taxable office space). If tangible personal property (e.g., steam tunnels, heat 
ducts, blowers, etc.) is used to accommodate the use of the heat in the office, 
such materials would be taxable. 

Heating studies can be conducted on a square footage basis. Summer and 
winter months are compared to determine gas used for heating purposes versus 
processing usage and then a percentage is computed according to the taxable 
exempt usage areas. 

Pre-3/31/99: 

If the lessor does not separately bill out the utilities to the lessee, the purchase of 
the gas or electric from the supplier is taxable, since the lessor is not an industrial 
processor. 

Post-3/30/99: 

The lessor may claim partial exemption from the utility company for the portion of 
the utilities used by the lessee industrial processor to perform industrial 
processing functions. 

References: MCL 205.54t(4)(e) and (5)(a) 
MCL 205.94o(4)(e) and (5)(a) 
RAB 2000-4 

R 205.90 (3)(a) 
LR 87-53 
LR 90-16 
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TAXABILITY OF AREAS FOR UTILITY STUDIES 

ITEM... OESCRIPTION;OFAREA,·' . .... :'f' ·, .... 
• ,.•. ,, •• - ' '~ ~. M • , 

,, 
TAX 
STATUS 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

11. 

12. 

13. 

14. 

15. 

16. 

;,• ', ' < :',;:::'': ,i ,,.::}. ' ,' ,<· 

AISLES BETWEEN A TAXABLE AREA AND AN EXEMPT AREA 

AISLES BETWEEN EXEMPT AREAS 

AISLES BETWEEN TAXABLE AREAS 

BOILER ROOM AREAS 
a. One boiler 
b. Multiple boilers 

50%T 

EXEMPT 

TAXABLE 

TAXABLE 
%based 
on use 

DIE STORAGE AREAS TAXABLE 

ENGINEERING AREAS EXEMPT 
Note: If there is a separate building for engineering, care must be 
taken to properly tax areas within the facility that do not qualify for 
the industrial processing exemption (e.g., administrative areas, 
payroll areas, receiving areas, etc.) 

FOREMAN'S OFFICE TAXABLE 

INSPECTION SUPERVISOR'S OFFICE TAXABLE 

MACHINE SHOP REPAIR AREA (EXEMPT MACHINES) EXEMPT 

MARKET RESEARCH AREAS TAXABLE 

PRODUCTION AREAS DURING PERIODS OF NEW MACHINE EXEMPT 
INSTALLATION OR MACHINE REPAIR 

PRODUCTION AREAS DURING PERIODS WHEN EXISTING TAXABLE 
MACHINES ARE BEING REMOVED 

PRODUCTION AREAS DURING PLANT VACATION CLOSURE TAXABLE 
PERIODS 

PRODUCTION AREAS DURING PRODUCTION PERIOD EXEMPT 

PRODUCTION AREAS DURING SHIFTS WITH NO PRODUCTION TAXABLE 

PRODUCTION AREAS IDLED BY DOWNSIZING, LOST TAXABLE 
PRODUCTION, ETC. 
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17. 

18. 

19. 

20. 

21. 

22. 

23. 

24. 

25. 

PURCHASING DEPARTMENT AREAS 

QUALITY CONTROL AREAS 
a. Not in receiving area 
b. In receiving area 

5AX' 
STATUS 
TAXABLE 

EXEMPT 
TAXABLE 

RECEIVING AREAS FOR PURCHASED PRODUCT TAXABLE 
Note: For scrap dealers & recyclers, tax the area where radiation 
monitors are located, since industrial processing has not started. 
See the "Scrap Dealers & Recylcers" section of this text. 

RESEARCH AND DEVELOPMENT AREAS EXEMPT 
Note: If there is a separate building for engineering, care must be 
taken to properly tax areas within the facility that do not qualify for 
the industrial processing exemption (e.g., administrative areas, 
payroll areas, receiving areas, etc.) 

RESTROOMS TAXABLE 

SHIPPING AREAS TAXABLE 

"STORES" AREAS TAXABLE 

VENDING AREAS, BREAKROOMS, LUNCHROOMS TAXABLE 

WAREHOUSE AREAS TAXABLE 
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WASTE REMOVAL 

Pre-3/31/99: 

R 205.90(5) Industrial processing includes the following activities: 
(e) Disposal of production scrap and waste. 

The disposal of production scrap and waste is exempt as an industrial processing 
activity. Equipment used for this activity is exempt. 

Production scrap and/or waste can include: 

• Material spoilage 
• Damaged material 
• Chips 
• Shavings 
• Sludge 
• Residue 
• Dust 
• Sand 
• Grit 
• Fly 
• Ash 
• Slag 

It would also include the containers (e.g., cardboard boxes, plastic bags, drums) 
that held processing materials. It does not matter at what point in the process 
the waste is generated. 

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. 

• Raw materials scrapped that have never left the raw materials inventory. 

• Materials that are scrapped because they do not pass final inspection. 
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This exemption would only be allowable to the industrial processor. The 
exemption would be allowable for machinery, equipment and parts used to 
collect the production waste. Generally, material handling and shipping costs to 
dispose of production waste materials would not qualify for the exemption. Some 
examples are: 

• The cardboard boxes mentioned above are collected in a bin. A forklift 
moves the bin to the back of the plant. The cardboard in the collection bin 
is dumped into a cardboard compactor and compacted. The only item 
qualifying for the industrial processing exemption is the first collection bin. 
Any movement of the bin after the initial collection is taxable. 

• Metal shavings from a machine process fall through a floor grate and onto 
a conveyor belt that moves the shavings to a collection hopper at the end 
of the production line. The conveyor belt and hopper would qualify for the 
industrial processing exemption, as the items are used to collect the 
production waste. 

The exemption would not be available to a servicer providing the waste disposal 
service for the industrial processor. See the "Servicers" section of this text. 

Some items may be considered by-products of the industrial process. When by­
products are sold, equipment used during shipment is taxable. 

Disposal of nonproduction scrap and waste would not qualify for tax exemption. 
Non-production waste would include the disposal of accounting or sales records 
or old production reports. 

Some industries are required to neutralize or treat waste materials and/or water 
for environmental or regulatory purposes prior to their disposal. The cost of the 
equipment, materials, supplies and utilities used for this purpose are taxable. For 
example: 

• A heat treat company purchases chemicals to neutralize water 
contaminated in the heat treating process. The cost of the equipment, 
supplies and utilities do not qualify for the industrial processing exemption. 

• A metal plating company neutralizes production chemicals and scrap prior 
to disposal at a solid waste landfill. The cost of equipment and supplies to 
analyze and neutralize the liquid and solid waste is taxable. However, 
equipment and supplies used for these functions are exempt if materials 
are treated and/or disposed of on-site. 

Post-3/30/99: 

MCL 205.54t(3): 
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Industrial processing includes the following activities: 
(h) 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, the entire Rouge Complex 
is a plant of origin, but the Wayne and Wixom complexes are separate locations, 
even though they are part of the same company and/or division. 

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 
• 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 

For 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. 

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 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 
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activity 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. 

Pre and Post 3/31/99 

Pollution problems have resulted in the acquisition of elaborate facilities to 
dispose of various wastes. The Sales and Use Tax Acts have been amended to 
exempt anything that becomes a part of an air or water pollution control facility, 
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. 

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. 

Real property construction contracts involving municipally owned waste water 
treatment plants are taxable to the contractor. Governmental units are not able 
to obtain water or air pollution control certificates, this exemption is for private 
industry only. However, tangible personal property used in municipally owned 
waste water treatment plants would qualify for the governmental exemption. 

ENVIRONMENTAL CLEAN UP 

Tangible personal property purchased by or sold to an industrial processor used 
to clean up toxic spills or other environmental contaminates 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 

Michigan Department of Treasury - Revenue Technical Tax Training 
Sales and Use Tax: The Industrial Processing Exemption 

July 2002 

TREAS000761 



Revenue Technical Tax Training

372b

R
E

C
E

IV
E

D
 by M

SC
 7/17/2019 4:29:14 PM

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. 
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The exemption would not apply to equipment used by a servicer doing the 
environmental clean up for the industrial processor. 

References: MCL 205.54t(3)(h) 
MCL205.94s 
R 205.137 
RAB 90-2 
RAB 2000-4, Examples 12 & 15 
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The "Just-In-Time Method"
by Janet Hunt

The "just-in-time method" is an inventory strategy where 

materials are only ordered and received as they are needed in 

the production process. The goal of this method is to reduce 

costs by saving money on overhead inventory expenses. The 

company must be able to accurately forecast demand for goods 

and services for the just-in-time method to be effective.

Method

The just-in-time inventory method is considered a "pull" approach in manufacturing. When sales 

activities warrant more production, inventory is "pulled" and more manufacturing supplies are ordered. 

The result is a smooth flow of production and reduced inventory costs. This method relies on signals 

given at different points in the production process that tell the manufacturer when to make the next 

part. Stock depletion signals the ordering of new parts. The just-in-time method is used by major auto 

manufacturers, such as Toyota, who take advantage of synchronized assembly line systems.

Advantages

One major advantage of the just-in-time inventory management system is that funds that were tied up 

in inventory costs can be used elsewhere. Likewise, areas devoted to storing inventory are now free to 

be used in production or for other needs within the company. Less waste and lower inventory costs 

result in increased profits for the organization.

Disadvantages

The just-in-time method does not work for all companies. Not every supplier or manufacturer has the 

luxury of ordering only the materials they need to complete a specific order. A company must consider 

potential variables in the manufacturing process -- such as inclement weather delaying receipt of 

inventory materials, labor strikes or supply shortages -- before deciding if this inventory method is right 

for their organization.

Alternatives
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An alternative to the just-in-time inventory management method is the MRP, or "materials requirements 

planning" system. In contrast to just-in-time, MRP is a "push" system of inventory. The concept of 

"push" in inventory involves having goods on hand to "push" to the next level in the production process 

based upon forecasts of sales. A company that can accurately forecast product demand may prefer the 

MRP system over just-in-time inventory management.
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Janet Hunt has worked in the insurance industry for more than 15 years. Now serving in online 

marketing, she also has expertise in business and finance topics. Hunt received her Bachelor of 

Business Administration from the University of Phoenix. Hunt has also worked as a food services 
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Definition of recycle

 (Entry 1 of 2)

transitive verb

1 : to pass again through a series of changes or treatments: such as 
a : to process (something, such as liquid body waste, glass, or cans) in order to regain material for human use 
b : recover sense 6
c : to reuse or make (a substance) available for reuse for biological activities through natural processes of biochemical 
degradation or modification green plants recycling the residue of forest firesrecycle ADP back to ATP 
2 : to adapt to a new use : alter
3 : to bring back : reuse recycles a number of good anecdotes— Larry McMurtry 
4 : to make ready for reuse a plan to recycle vacant tenements 
5 : to reuse (money) by investing especially in an area or enterprise that will allow the investment to return as new profits 
recycle petrodollars 

intransitive verb

1 : to return to an earlier point in a countdown 
2 : to return to an original condition so that operation can begin again —used of an electronic device 
3 : to process materials or substances (such as liquid body waste, glass, or cans) in order to regain material for human use As 
a rule, Welch does not recycle. Its roadsides are littered with paper bags from the town's half-dozen fast-food outlets. 

recycle

noun

Definition of recycle (Entry 2 of 2)

: the process of recycling

 Other Words from recycle  Synonyms  More Example Sentences  Learn More about recycle

Keep scrolling for more

Other Words from recycle

Verb

recyclability \ ri- ̩sī- k(ə- )lə- ̍bi- lə- tē  \ noun 
recyclable \ ri- ̍sī- k(ə- )lə- bəl  \ adjective or noun 
recycler \ ri- ̍sī- k(ə- )lər  \ noun 

Synonyms for recycle

Synonyms: Verb

reclaim, recover

Visit the Thesaurus for More 

Examples of recycle in a Sentence
Verb

They're studying various ways to recycle garbage into fuel. The doormat is made from recycled tires. 
See More
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Recent Examples on the Web: Verb

Large companies are also rolling out new food packaging that can be easily recycled.— Jordan Valinsky, CNN, "New York 
will start enforcing its styrofoam ban today. Here's where else it's banned," 1 July 2019 Plastic-bag manufacturing groups say 
the bags can be recycled and reused.— Jennifer Calfas, WSJ, "Plastic Bans: What You Need to Know," 22 June 2019 

These example sentences are selected automatically from various online news sources to reflect current usage of the word 
'recycle.' Views expressed in the examples do not represent the opinion of Merriam-Webster or its editors. Send us feedback. 

See More

First Known Use of recycle

Verb

1925, in the meaning defined at transitive sense 1

Noun

1926, in the meaning defined above

Keep scrolling for more

Learn More about recycle

Share recycle

Post the Definition of recycle to Facebook  Share the Definition of recycle on Twitter 

Resources for recycle

 Time Traveler! Explore the year a word first appeared 

Dictionary Entries near recycle

recusator

recuse

recut

recycle

red

Red

redact

Statistics for recycle
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6 Jul 2019
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Top 40% of words

Time Traveler for recycle

The first known use of recycle was in 1925
See more words from the same year
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More Definitions for recycle

recycle

verb

English Language Learners Definition of recycle

: to make something new from (something that has been used before) 
: to send (used newspapers, bottles, cans, etc.) to a place where they are made into something new 
: to use (something) again 

See the full definition for recycle in the English Language Learners Dictionary

recycle

verb
re· cy· cle | \ ˌrē-ˈsī-kəl  \ 
recycled; recycling 

Kids Definition of recycle

: to process (as paper, glass, or cans) in order to regain or reuse materials 

Keep scrolling for more

More from Merriam-Webster on recycle

Rhyming Dictionary: Words that rhyme with recycle

Thesaurus: All synonyms and antonyms for recycle

Spanish Central: Translation of recycle

Nglish: Translation of recycle for Spanish Speakers

Britannica English: Translation of recycle for Arabic Speakers

Comments on recycle

What made you want to look up recycle? Please tell  us where you read or heard it 
( including the quote, if  possible).
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Aluminum Recycling
Aluminum recycling is the process through which scrap aluminum is 

reprocessed to be used in products after its initial production. 

Aluminum producers and recyclers in the aluminum industry work with 

individuals, businesses, and communities to enable both curbside and 

industrial recycling programs. For most aluminum products, the metal is 

not consumed during the products lifetime, but it is simply used making 

it easy to recycle without losing its intrinsic properties. Used beverage 

container (UBC) recycling is the most recognized of the aluminum 

recycling programs. However, end of life recycling of certain products 

like building parts and cars allows for the production of recycled 

materials like window frames, wire, tubing and electronic parts.
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Process of Aluminum Recycling
The following is step by step process of aluminum recycling:

1. Collection of Scrap Aluminum

Drinks cans, aluminum foil trays, and aerosol cans are collected from 

homes, streets and garbage collection centres by hired individuals or 

business people who major in aluminum collection. They are 

sometimes mixed with steel cans. The scrap aluminum is then collected 

together and then it is transported to the treatment plant.

2. Sorting

The mixed metals (aluminum and steel cans) are taken to a materials 

recovery facility where they are cleaned, sorted into different metal 

streams and later compressed into bales. This step is very important in 

ensuring that the aluminum is separated from other metals. It is 

important to point out that drink cans and certain food cans are made 

out of steel.

3. Shredding

The aluminum blocks bales are later transported to a processing plant. 

The blocks are then put onto a conveyor that transports them to the 

shredder. The shredder then cuts the cans into tiny pieces. This is done 

to make it easier to get rid of all the paintings and coatings that are 

used for decoration and protection purposes. Additionally, it makes it 

easier for the metal to melt quickly in the furnace.

4. The Shredded Cans are Passed Beneath a Powerful Magnet

This process aims at completely eliminating traces of steel. Since steel is 

magnetic, it is easy to separate it from aluminum once it is passed 
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under a magnet. This ensures that the recycled aluminum contains no 

steel and meets the quality standards set.

5. De-coating

The aluminum shreds then are taken by the conveyor system into a 

specialized decoater. This is where all the decorations are detached 

from the shredded pieces. The decoater then blows very hot air through 

the tiny pieces of shreds and the coatings, paintings and inks vaporize. 

The hot gases are then removed and cleaned.

6. The Decoated Shreds Are Then Fed Into the Furnace

Traditionally, the furnace is heated up to 7000C; this is the lowest 

melting point for certain metals. During this process of melting, certain 

chemicals are added into the molten aluminum to make it have the 

correct composition. All the impurities will then float to the top surface 

of the hot aluminum. This forms a layer called dross. The dross is then 

removed using a specialized scraping tool.

7. The Holding Furnace

The holding furnace is basically where the molten aluminum is 

transferred to. It is also known as the holding furnace. This is where the 

aluminum waits to be turned into ingots. From time to time, the holding 

furnace tilts to pour the molten aluminum into moulds. Each ingot or 

block contains approximately 1.6 million drink cans.

8. Transportation of the Ingots

The finished ingots are then lifted by an overhead careen from the 

casting pit. The ingots are then loaded onto queue waiting track to be 

transported and dispatched to the rolling mill. The ingots are then rolled 

out making thin sheets of aluminum. This gives the metal greater 
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strength and flexibility. The sheets of metal are then collected and used 

by the packaging factories to make drink cans, foils and other useful 

products. Then the process begins once again. In a span of as a little as 

six weeks, the recycled aluminum products are sent back to the shelves 

in the shops and supermarkets ready for usage.

Advantages of Aluminum Recycling

Aluminum recycling is a common practice that has been around since 

the early 1900s. It is a very important process because of the numerous 

advantages as can be seen below:

1. Saves Energy

Used beverage containers are among the largest components of 

aluminum scrap. Most of the scrap metal is recycled back into cans. The 

other largest user of the recycled aluminum is the automotive industry. 

According to the Aluminum Association President, Mr. Steve Larkin, 

recycling of old aluminum cans into new ones requires less energy 

(95%) than producing new ones from the scratch. He states that the 

recycling process also produces 95% reduced greenhouse gas 

emissions than entirely making new cans.

2. Prevents Depletion of a Valuable Commodity

Aluminum is a metal that is mined from the earth’s crust as Bauxite ore. 

This therefore means that, recycling prevents continuous mining and 

depletion of this valuable commodity. Each year, recycling prevents 

approximately five percent of the total Bauxite ore mining in the world.
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3. Reduction of the Carbon Footprint

Increased environmental awareness and the need for social 

responsibility have led to the increased aluminum recycling among 

many countries and companies today. Did you know that recycling 

aluminum helps in preventing more than approximately 90,000,000 

tons of toxic carbon dioxide from being let free into the air every year? 

Yes, recycling a single drink can made of aluminum prevents carbon 

dioxide emission that equals a single mile car ride and it saves adequate 

energy to power a typical television set for about two to three hours. 

Today, every country has the responsibility to do whatever it can to 

reduce carbon emission. This means that if all countries focus on the 

reduction of carbon dioxide emissions there will be little concern about 

global warming.

4. Helps in Satisfying the Increasing Demand

As the population increases so does the need for aluminum products. 

Today, aluminum has more uses and applications other metals. This 

means that there should be a continuous production of this metal so as 

to meet the increasing demand. Mining alone is not sufficient enough to 

meet this demand. Recycling therefore comes in to bridge the gap. In 

fact half of the aluminum cans are recycled. Manufacturers today use 

approximately 35 percent of the recycled aluminum and approximately 
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65 percent of the natural aluminum to meet up their manufacturing 

needs. Therefore, it is necessary to recycle aluminum.

5. It Never Wears Out

Aluminum is infinitely recyclable. This means that it can be recycled over 

and over without necessarily losing its natural qualities. It is because of 

this fact that most manufacturing companies are resorting to use 

aluminum in most of their products. The metal is light weight, versatile 

and can be used in a number of applications.

6. Reduction of Landfill

Waste management is becoming a big problem in today’s economies. 

Solid waste management is in fact one of the biggest problems facing 

many countries in the world today. Most countries dig up huge holes in 

the ground for burying waste. By recycling aluminum, the space that 

would be needed for burying the aluminum waste is saved and can be 

used for other purposes.

In summary, aluminum recycling is important to the environment and 

the people all over the world. It is essential for all world economies to 

embrace recycling of solid waste and reduce carbon dioxide emission.

Image credit: Mojave Desert
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Glass recycling
Glass is a very important inorganic material which is a one of the largest 

productions of industries. It can be made into a variety of different 

products used for man’s daily living. It is an amorphous solid which can 

have different compositions of semiconductors but most importantly 

are made of molten silica along with limestone and soda ash. Glass can 

be of blue, brown, green color or may be clear. Glass is used in making 

crockery, windows, doors, mirrors, disposable bottles and many other 

household items.

The necessity for glass recycling
It is a non-biodegradable waste and comprises a lot of the landfills. 

Glass cannot be decomposed naturally, although it darkens in color but 

still remains glass in composition. So its recycling is very necessary. It is 

not harmful for human health, but it gives a dirty look to the land.

The process of glass recycling
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The collection

The collection of glass from all the household items, glass bottles and 

broken glass of windows, doors etc. is the first major step. There should 

be proper bins for the collection of glass so that the work of collecting it 

from landfills is reduced and glass can reach the recycling sites that are 

industries easily. There are proper containers for their collection and we 

can also employ the use of urban green igloos or clean points.

Separation into colors

As different colors of glass are not chemically compatible for each other 

so, different colors of glass like clear, green, amber etc. are separated 

from each other.

Formation of cullet

The glass is then crushed and processed in mills in its powdered form 

until finally it is called cullet. It is separated from many contaminating 

materials like rocks and ceramics. Flint cullet is the most desirable form 

of scrap for recycling.

Heating and melting

The cullet is then put into specially designed large furnace where it is 

heated giving a specific range of temperature and melting it. It does not 
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have a sharp melting point. The heat resistance of glass plays an 

important role in determining the process to be used.

Shaping the glass

The last step in glass recycling is shaping. The melted cullet can be 

shaped into various forms depending upon your requirement. Usually it 

is super cooled to turn into different shapes. It is an important quality of 

glass.

Use of conveyors

The next step which is taken after collection, sorting, melting of glass is 

to be processed in conveyors to reach their final state. They are actually 

made up of different parts of the process and give us the finished 

product. Their aim is to move a bulk of material through the process at 

an efficient rate.

Each system is specifically made for a particular function. The amount of 

space available is the important factor which should be kept in mind. 

For glass trough or covered belts would be the best conveyor belts. It 

provides safety to the process.
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So the recycling of glass is not a very difficult process unless you know 

the right way. Glass can be recycled continuously. It saves energy and 

money. So there should be a proper container system for the collection 

of glass scrap and technical improvements in glass recycling should be 

made.
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The Glass Recycle Process
The glass recycle process basically involves the generic recycling process of 
collecting the recyclables, sorting them by their types, processing them into 
raw materials and manufacturing new products using these recycled raw 
materials. 

Nevertheless, there are some variations from the process of recycling other 
materials. 

Below are more facts about the glass recycling process after the waste 
glass is collected. 

Sorting 

The unwanted glass needs to be sorted by their colors. This is because 
different chemicals need to be added to different colored waste glass to 
produce recycled glass of the desired color. 

Processing: Producing glass cullet 

After the sorting stage, the next stage in the glass recycle process involves 
crushing and grinding the waste glass into tiny pieces. This finely crushed 
glass pieces are referred to as cullet. 

Processing: Removing contaminants 

The next stage in the glass recycle process involves the removal of 
contaminants from the glass cullet. 

The glass cullet is passed through a magnetic field, where metal 
contaminants like metal bottle caps are removed from the glass. Other 
contaminants like paper and plastic are picked up manually or through an 
automated process. 

Ceramic contaminants are removed from the glass cullet via a process 
known as fine sizing. The finely ground glass cullet is passed through 
various screens, leaving behind ceramic residues. 
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If, however, ceramic contaminants do pass through the various screens 
together with the glass cullet, the quality of the recycled glass will be 
affected. Ceramic contaminants in glass can lead to structural defects. 

Processing: Making recycled glass 

The cullet is then melted. 

This glass cullet can then be used in manufacturing recycled glass products 
like new glass containers, bottles etc. 

Processing: Decolorizing and dyeing 

To produce recycled glass of the desired glass, the recycled glass has to 
undergo glass decolorizing in the glass recycle process, followed by dyeing. 

The first step in the decolorizing process includes oxidizing the melted glass 
cullet. 

For green glass, the oxidation process turns the deep dark green color to 
yellow-green color. A chemical known as manganese oxide is then mixed 
with the glass cullet to it grey. The grey base is usually used as the primary 
color to which various other coloring dyes or agents are added to develop 
glass of various colors. 

For brown or amber-colored glass, zinc oxide is added instead to oxidize 
the brown glass cullet to blue or green cullet, depending on the quantity of 
zinc oxide added and the richness of the brown or amber-colored glass 
being recycled. 

If the clear recycled glass is required, erbium oxide and manganese oxide 
are added to the glass cullet to help clear all the colors from the glass 
cullet. 

Some of the most commonly used coloring agents for dyeing of recycled 
glass include borax, potassium permanganate, zinc oxide, erbium oxide, 
cobalt carbonate, neodymium oxide, and titanium dioxide. 

Processing: Making recycled glass products

In the last stage of the glass recycling process, the recycled glass, colored 
or clear, is then molded into the various products and sold in the markets. 

Who recycles glass

Check out the recycling collection centres that take in unwanted glass. 

Other facts about recycling glass

An interesting point about the glass recycling process is that glass can be 
recycled as many times as required, without any deterioration in quality. 

What makes glass recycling even more important is that glass never 
decomposes. If disposed of in the landfills and incinerators, they will 
contribute substantially to pollution. Hence, it is particularly to send your 
unwanted glass ware for recycling. 

Read about other glass recycling statistics and facts! 
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Where To Send Unwanted Glass 
For Recycling?

If you take in unwanted glass (e.g. glass bottles) for recycling, I would love 
to share your service with my readers. 

Anyone intending to get ride of their unwanted glass will definitely find your 
service information very useful. 

Please share with us the following details:
- location of glass collection centre(s)
- type / condition of unwanted glass that would be rejected/accepted by 
collection centre(s) 
- any fees incurred / reimbursement given for using the recycling service
- any additional service(s) provided (e.g. free transportation of unwanted 
glass to collection centre)
- contact(s) for queries

Note that regrettably, we are unable to provide links to external webpages. 

Enter the name of your collection company / centre 
(e.g. California Recycling)

Click here to see the rest of the form and complete your sharing.

Return from this page on Glass Recycle Process to page on Interesting 
Recycling Facts

Return from this page on Glass Recycle Process to All Recycling Facts 
Homepage

Custom Search Search

New! Comments

Have your say about what you just read! Leave me a comment in the box 
below.

Car Transport Discount car rentals Tax Refund

All the colors Baby Care Baby Caring Borax

Share this page: 
What's this?

Facebook Twitter Pinterest

Tumblr Reddit WhatsApp

Like what you read? Share it with others. Here's how..

Copyright© 2009 - 2014 All-recycling-facts.com. All Rights Reserved.
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The Ultimate Guide to 
Plastic Recycling
Plastic is among the most popular and important materials used in the 

modern world. However, its popularity is part of the huge problem and 

reason why plastics should be recycled. Instead of throwing them away 

polluting the land and our water bodies, we can optimize the lifespan of 

plastics by recycling and reusing them.

Plastic recycling refers to the process of recovering waste or scrap 

plastic and reprocessing it into useful product. Due to the fact that 

plastic is non-biodegradable, it is essential that it is recycled as part of 

the global efforts to reducing plastic and other solid waste in the 

environment.

Process of Plastic Recycling
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The following is a step by step process of plastic recycling:

1. Collection

Plastics are available in a number of forms for example plastic 

containers, jars, bottles, plastic bags, packaging plastic, big industrial 

plastics just to mention but a few. Due to their nature and availability, 

there are plastic collection centres and some business people have 

ventured into plastic collecting business as a source of income. Tons 

and tons of scrap plastic are collected and sent to a collecting yard 

where they are then packed and transported to plastic processing 

plants. Unfortunately, not all countries have the capacity to recycle 

plastic. Very few developing countries can actually recycle plastic. This 

means that, plastic waste is still a major problem to some countries in 

the world.

2. Sorting

The actual plastic recycling process starts with sorting of the different 

plastic items by their resin content and color. This process is also done 

to ensure all contaminates are eliminated. There are specially designed 

machines that help in sorting of the plastics according to their resin 

content. Then the recycling mill sorts the scrap plastic by symbols at the 

bottom of the plastics.

3. Shredding 

After sorting the plastics, the next step is to cut the plastics into tiny 

chunks or pieces. The plastic bottles and containers are then ground 

and cut into tiny pieces or flakes. The heavier and lighter plastic flakes 

are separated using a specially designed machine. The separation 

process helps in ensuring that the different plastics are not put together 

or mixed up in the final product. Remember that different plastics are 

used to make different items.
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4. Cleaning 

After a complete separation, the flakes or chunks are then washed with 

detergents to remove the remaining contamination. Once the cleaning 

process is complete, the clean flakes are passed through specialized 

equipment that further separates the plastic resin types. The plastic 

flakes are then subjected to moderate heat to dry.

5. Melting 

The dry flakes are melted down. They can be melted down and molded 

into a new shape or they are melted down and processed into granules. 

The melting process is done under regulated temperatures. There is 

specialized equipment designed to melt down plastic without 

destroying them.

6. Making of pellets 

After the melting process, the plastic pieces are then compressed into 

tiny pellets known as nurdles. In this state, the plastic pellets are ready 

for reuse or be redesigned into new plastic products. It is important to 

point out that recycled plastic is hardly used to make identical plastic 

item or its previous form. It is in this pellet form that plastics are 

transported to plastic manufacturing companies to be redesigned and 

be used in making other useful plastic products.

What are the Common Recycled Plastics?

There are numerous and common types of recycled plastics as can be 

seen below:

1. Polyethylene Terephthalate 

Page 3 of 9What is Plastic Recycling and How to Recycle Plastic - Conerve Energy Future

7/16/2019https://www.conserve-energy-future.com/recyclingplastic.php

Plastic Recycling

410b

R
E

C
E

IV
E

D
 by M

SC
 7/17/2019 4:29:14 PM



This type of recycled plastic is tough, has excellent clarity, is strong and 

has barrier to moisture and gas. It is used in the manufacture of water, 

soft drinks, peanut butter and salad dressing bottles and jars.

2. High Density Polyethylene 

This recycled plastic is known for its excellent stiffness, resistance to 

moisture, strength, versatility, toughness and reduced permeability to 

gas. It is used in the manufacture of water, juice and milk bottles. It is 

also used to make retail and trash bags for households and business 

people.

3. Polyvinyl Chloride

Abbreviated as PVC, polyvinyl chloride has a number of applications. It is 

versatile, can be bended easily, it is tough and strong. This recycled 

plastic is commonly used in the manufacture of juice bottles, PVC piping 

and cling films.

4. Low Density Polyethylene

This is the most common type of recycled plastic. It has exceptional 

ease of processing; it is strong, flexible, tough, and resistant to moisture 

and it’s easy to seal. This plastic is usually used in making frozen food 

bags, flexible container lids, freezable bottles just to mention but a few.

Advantages of Recycling Plastics

Plastics should be recycled because of a number of reasons as can be 

seen below:

1. Provision of a Sustainable Source of Raw Materials 

Recycling plastics provides a sustainable source of raw materials to the 

manufacturing industry. Once the plastics are recycled, they are sent to 
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manufacturing industries to be redesigned and converted into new 

shapes and used in different appliances.

2. Reduces Environmental Problems

Since plastics are non-biodegradable, they pose a high risk to the 

people and the environment as a whole. They can block sewer lines, 

drainages and other waterways leading to blockages and unwanted 

pileups. When plastics are eliminated through recycling, the 

environment looks clean and inhabitable.

3. Reduces Landfill Problems 

Recycling plastics minimizes the amount of plastic being taken to the 

ever diminishing landfill sites. Most countries have designated areas 

specifically meant for burying plastics. When they are recycled, these 

sites will receive little plastic garbage. The remaining areas can be used 

for other purposes instead of dumping plastics that do not rot. These 

areas can be used for agriculture or for human settlement. It should be 

understood that human population is growing each day and land is 
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becoming a problem. Instead of misusing the land for garbage disposal 

it can be used for settlement and other important economic activities.

4. Consumes Less Energy 

Recycling of materials including plastics requires less energy as 

compared to making the plastic from scratch. This saves energy and 

that energy can be diverted to other important things in the economy. It 

is therefore important to encourage plastic recycling in the 

manufacturing industry as it will save the economy billions of money. 

The process of manufacturing plastic using natural raw materials is 

expensive and time consuming compared to the recycling process.

5. Encourages a Sustainable Lifestyle among People

Individuals who have ventured into plastic collection and recycling 

business will experience improved lifestyles as they will get their daily 

income from the business. This will in the long run improve the 

economy and boost the living standards of the people. So do not just sit 

there doing nothing, embrace plastic recycling activities and improve 

your economic standards.

In summary, any sort of effort aimed at saving the environment is very 

important and matters a lot. Since its inception during the 

environmental revolution in the late 1960s, plastic recycling is one of the 

most encouraged solid waste management programs in the world. Prior 

to the push to use of plastic containers by manufacturers, products 

were packaged in glass, metal and paper. Therefore, in order to keep 

our environment clean, reduce landfills, provide a sustainable supply of 

plastics to manufacturers, it is important to recycle plastics.

References:
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State Beverage Container Deposit 
Laws
Beverage container deposit laws, or bottle bills, are designed to reduce litter and capture bottles, cans, 

and other containers for recycling. Ten states and Guam have a deposit-refund system for beverage 

containers. The chart below contains a citation and summary of each state law. Deposit amounts vary 

from two cents to 15 cents, depending on the type of beverage and volume of the container.

How Do Bottle Bills Work?

When a retailer buys beverages from a distributor, a deposit is paid to the distributor for each container 

purchased. The consumer pays the deposit to the retailer when buying the beverage, and receives a 

refund when the empty container is returned to a supermarket or other redemption center. The 

distributor then reimburses the retailer or redemption center the deposit amount for each container, 

plus an additional handling fee in most states. Unredeemed deposits are either returned to the state, 

retained by distributors, or used for program administration.

Please see the Energy and Environment Legislation Tracking Database for more information.

State Container Deposit Laws

State Statute Year Summary

Deposit 

Amount

Beverages 

Covered

Containers 

Covered

Unredeemed 

Deposits
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State Statute Year Summary

California Cal. Public 

Resources 

Code §§14501 

- 14599

1986 5¢ (˂24 oz.)

10¢ (≥24oz.)

Beer, malt, 

wine and 

distilled spirit 

coolers; all 

non-alcoholic 

beverages, 

except milk. 

Excludes 

vegetable 

juices over 

16 oz.

Any container 

composed of 

aluminum, 

glass, plastic, 

or bi-metal; 

Exempts 

refillables

Property of 

program; 

Used for 

program 

administration

Connecticut Conn. Gen. 

Stat. §§22a-

243 – 22a-246

1978 5¢ Beer, malt, 

carbonated 

soft drinks, 

bottled water

Any sealed 

bottle, can, jar, 

or carton 

composed of 

glass, metal or 

plastic; 

Excludes 

containers 

over three 

liters 

containing 

non-

carbonated 

beverages, and 

HDPE 

containers

Returned to 

the state

Hawaii Hawaii Rev. 

Stat. §§342G-

101 – 342G-

122

2002 5¢ Beer, malt, 

mixed spirits 

and wine; all 

non-alcoholic 

drinks, 

except dairy 

products

Any container 

up to 68 oz. 

composed of 

aluminum, bi-

metal, glass, or 

plastic

Property of 

state; Used for 

program 

administration

Iowa Iowa Code 

§455C.1 – 

455C.17

1978 5¢ Beer, wine 

coolers, 

wine, liquor, 

carbonated 

soft drinks, 

mineral 

water

Any sealed 

bottle, can, jar, 

or carton 

composed of 

glass, metal or 

plastic

Retained by 

distributor 

and bottlers
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State Statute Year Summary

Maine Me. Rev. Stat. 

Ann. tit. 38, 

§§3101 - 3118

1976 15¢ 

(wine/liquor)

5¢ (all 

others)

All beverages 

except dairy 

products and 

unprocessed 

cider

Any sealed 

container of 

four liters or 

less composed 

of glass, metal 

or plastic

Property of 

state

Massachusetts Mass. Gen. 

Laws Ann. ch. 

94, §§321 - 

327

1981 5¢ Beer, malt, 

carbonated 

soft drinks, 

mineral 

water

Any sealable 

bottle, can, jar, 

or carton 

composed of 

glass, metal, 

plastic, or a 

combination; 

Excludes 

biodegradables

Property of 

state general 

fund

Michigan Mich. Comp. 

Laws 

§§445.571 – 

445.576

1976 10¢ Beer, wine 

coolers, 

canned 

cocktails, soft 

drinks, 

carbonated 

and mineral 

water

Any airtight 

container 

under one 

gallon 

composed of 

metal, glass, 

paper, or 

plastic

75% to state 

for 

environmental 

programs; 

25% to 

retailers

New York N.Y. 

Environmental 

Conservation 

Law §§27-

1001 – 27-

1019 

(Amended 

2013 SB 2608)

1982 5¢ Beer, malt, 

wine 

products, 

carbonated 

soft drinks, 

soda water, 

and water 

not 

containing 

sugar

Any sealed 

bottle, can, or 

jar less than 

one gallon 

composed of 

glass, metal, 

aluminum, 

steel, or plastic 

80% to the 

state general 

fund; 20% 

retained by 

distributor
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State Statute Year Summary

Oregon Or. Rev. Stat. 

§§459A.700 – 

459A.740

1971 10¢

2¢ (standard 

refillable)

Beer, malt, 

carbonated 

soft drinks, 

bottled water 

(will cover all 

beverages 

except wine, 

distilled 

liquor, milk, 

milk 

substitutes 

and infant 

formula by 

2018).

Any sealed 

bottle, can, or 

jar composed 

of glass, metal 

or plastic

Retained by 

distributor 

and bottlers

Vermont Vt. Stat. Ann. 

tit. 10, §§1521 

- 1529

1972 15¢ (liquor)

5¢ (all 

others)

Beer, malt, 

mixed wine, 

liquor, 

carbonated 

soft drinks. 

Any bottle, can, 

jar, or carton 

composed of 

glass, metal, 

paper, plastic, 

or a 

combination; 

Excludes 

biodegradables

Retained by 

distributor 

and bottlers

Guam Guam Code 

tit. 10, §§44101 

- 44119

2010 5¢ Beer, ale, 

malt, mixed 

spirits, mixed 

wine, and all 

non-alcoholic 

beverages. 

Excludes 

milk, 

supplements, 

medicines

Any sealed 

glass, metal, or 

plastic 

container up to 

64 oz.

Retained by 

EPA

Copyright 2019 by National Conference of State Legislatures
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