
HOUSE BILL No. 4661
April 27, 1993, Introduced by Reps. London, McNutt, McBryde, Walberg, Jaye, 

Dobronski, Dalman, DeLange, Goschka and Sikkema and referred to the Committee on 
Taxation.

A  bill to a m e n d  s e c tion 4a of Act No. 167 of the P u b l i c  A c t s  

of 1933, e n t i t l e d  as a m e n d e d  

"General sales tax act,"

as a m e n d e d  by Act No. 87 of the P u blic Acts of 1991, b eing s e c ­

tion 2 0 5.54a of the M i c h i g a n  C o m p i l e d  Laws; and to add s e c t i o n  

4m.

T H E  P E O P L E  O F  T H E  S T A T E  O P  M I C H I G A N  ENACT:

1 S e c t i o n  1. S e c t i o n  4a of Act No. 167 of the P u b l i c  A c t s  of

2 1933, as a m e n d e d  by Act No. 87 of the P u b l i c  A c t s  of 1991, being

3 section 2 0 5.54a of the M i c h i g a n  C o m p i l e d  Laws, is a m e n d e d  and

4 section 4m is a d d e d  to read as follows:

5 Sec. 4a. A  p e r s o n  subject to tax under this act ne e d ne t

6 i-ftei u d e—i-n-  M A Y  E X C L U D E  F R O M  the amount of the g r o s s  p r o c e e d s

7 used for the c o m p u t a t i o n  of the tax, sales of t a n gible p e r s o n a l

8 property:
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1 (a) Not for resale, and w h e n  not o p e r a t e d  for p r ofit, to a

2 school — 7—  O R  h o s p i t a l  

if the income or b e nefit from the o p e r a t i o n  d o e s  not

9 inure, in w h o l e  or in part, to an i ndividual or p r i v a t e  share-

10 holder, d i r e c t l y _ o r  indirectly. ,

 At

14 the time of the transfer of this t a n gible p e r s o n a l  p r o p e r t y ,  the

15 t r a n s f e r e e  shall sign a statement, in a f o r m  a p p r o v e d  by the

16 d e p a r t m e n t ,  s t a t i n g  that the p r o p e r t y  is to be used or consumed

17 in c o n n e c t i o n  w i t h  the o p e r a t i o n  of the i n s t i t u t i o n  or a g e n c y  and

18 that the i n s t i t u t i o n  or a g ency q u a l i f i e s  as an e xempt e n t i t y

19 under this subdivision. The statement shall be a c c e p t e d  by all

20 c o u r t s  as p r i m a  facie e v i d e n c e  of the e x e m p t i o n  and the statement

21 shall p r o v i d e  that if the c l a i m  for tax e x e m p t i o n  is disallowed,

22 the t r a n s f e r e e  w i l l  r e i m burse the t ransferor for the a m o u n t  of

23 tax involved. A  sale of tangi b l e  p e r s o n a l  p r o p e r t y  to a parent

24 c o o p e r a t i v e  p r e s c h o o l  is exempt from t a x ation under this act. As

25 u s e d  in this s u bdivision, "parent c o o p e r a t i v e  p r e s c h o o l "  m e a n s  a

26 n o n p r o f i t ,  n o n d i s c r i m i n a t o r y  e d u c a t i o n a l  institution, m a i n t a i n e d

27 as a c o m m u n i t y  s e r v i c e  and a d m i n i s t e r e d  by p a r e n t s  of c h i l d r e n
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1 currently e n r o l l e d  in the preschool, that p r o v i d e s  an e d u c a t i o n a l

2 and d e v e l o p m e n t a l  p r o g r a m  for c h i l d r e n  younger than c o m p u l s o r y

3 school age, that p r o v i d e s  an e d u c a t i o n a l  p r o g r a m  for parents,

4 including a c t i v e  p a r t i c i p a t i o n  with c h i l d r e n  in p r e s c h o o l  a c t i v i -

5 ties, that is d i r e c t e d  by q u a l i f i e d  p r e s c h o o l  p e r s o n n e l ,  a n d  that

6 is licen s e d  by the d e p a r t m e n t  of social s e r vices p u r s u a n t  to Act

7 No. 116 of the P u b l i c  Acts of 1973, as amended, being s e c t i o n s

8 722.111 to 7 2 2 . 1 2 8  of the M i c h i g a n  C o m p i l e d  Laws.

9 (b) Not for resale to a regularly o r g a n i z e d  c h u r c h  or h o u s e

10 of religious worship, except:

11 (i) Sales in a c t i v i t i e s  that are m a i n l y  c o m m e r c i a l

12 enterprises.

13 ( t i )  S ales of v e h i c l e s  licensed for use on p u b l i c  h i g h w a y s

14 other than a p a s s e n g e r  van or bus with a m a n u f a c t u r e r ' s  rated

15 seating c a p a c i t y  of 10 or m o r e  that is used p r i m a r i l y  for the

16 tra nsportation of p e r s o n s  for religious purposes.

17 (c) T o  b o n a  fide e n r o l l e d  students, of food by a school or

18 other e d u c a t i o n a l  i n s t i t u t i o n  not o p e r a t e d  for profit.

19 (d) A f f i x e d  to and m a d e  a structural part of real e state

20 excepted f r o m  the d e f i n i t i o n  of "sale at retail" under s e c t i o n

21 1 (1 ) ( c ) .

22 (e) T o  persons, of a vessel d e s i g n a t e d  for c o m m e r c i a l  use of

23 registered t o nnage of 500 tons or more, if p r o d u c e d  u p o n  s p ecial

24 order of the purchaser, and bunker and g a l l e y  fuel, p r o v i s i o n s ,

25 supplies, m a i n t e n a n c e ,  and repairs for the e x c l u s i v e  use of the

26 vessel e n g a g e d  in interstate commerce.
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1 (f) T o  p e r s o n s  e n g a g e d  in a b u s i n e s s  e n t e r p r i s e  a n d  using or

2 c o n s u m i n g  the t a n g i b l e  p e r s o n a l  p r o p e r t y  in the tilling,

3 p l a n t i n g ,  c a r i n g  for, or h a r v e s t i n g  of the things of the soil; in

4 the b r e e ding, raising, or caring for livestock, p o u ltry, or

5 h o r t i c u l t u r a l  products, including t r a n sfers of l ivestock, poul-

6 try, or h o r t i c u l t u r a l  p r o d u c t s  for further g r o w t h  or in the

7 d i r e c t  g a t h e r i n g  of fish, by net, line, or other w i s e ,  o n l y  by an

8 o w n e r - o p e r a t o r  of the b u s i n e s s  enterprise, not i n c l u d i n g  a

9 c h a r t e r  f i s h i n g  b u s i n e s s  enterprise. This e x e m p t i o n  includes

10 a g r i c u l t u r a l  land tile, w h i c h  m e a n s  fired clay or p e r f o r a t e d

11 p l a s t i c  t ubing u s e d  as part of a s u b s u r f a c e  d r a i n a g e  s y s t e m  for

12 land, a n d  —b e g i n n i n g J a n u a r y—H —1 907, s u b s u r f a c e  i r r i g a t i o n

13 pipe, if the land tile or irriga t i o n  pipe is used in the produc-

14 tion of a g r i c u l t u r a l  p r o d u c t s  as a b u s i n e s s  e n t e r p r i s e .  At the

15 time of the transfer of this t a n gible p e r s o n a l  p r o p erty, the

16 t r a n s f e r e e  shall sign a statement, in a f o r m  a p p r o v e d  by the

17 d e p a r t m e n t ,  s t a t i n g  that the p r o p e r t y  is to be u s e d  or consumed

18 in c o n n e c t i o n  w i t h  the p r o d u c t i o n  of h o r t i c u l t u r a l  or a g r i c u l -

19 tural p r o d u c t s  as a b u s i n e s s  enterprise, or in c o n n e c t i o n  with

20 f i s h i n g  as an o w n e r - o p e r a t o r  b u s iness enterprise. T h e  statement

21 s hall be a c c e p t e d  by all courts as p r i m a  facie e v i d e n c e  of the

22 e x e m p t i o n .  This e x e m p t i o n  includes a p o r t a b l e  g r a i n  bin, which

23 m e a n s  a s t r u c t u r e  that is used or is to be u s e d  to s h e l t e r  grain

24 a n d  that is d e s i g n e d  to be d i s a s s e m b l e d  w i t h o u t  s i g n i f i c a n t

25 d a m a g e  to its c o m p o n e n t  parts. This e x e m p t i o n  does not include

26 t r a n s f e r s  of food, fuel, clothing, or any similar t a n g i b l e

27 p e r s o n a l  p r o p e r t y  for p e r sonal living or h uman c o n s u m p t i o n .  This
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1 exemption d o e s  not include tangible p e r sonal p r o p e r t y  p e r m a n e n t l y

2 affixed and b e c o m i n g  a structural part of real estate.

3 (g) To the following:

4 (i) A n  indust r i a l  p r o c e s s o r  for use or c o n s u m p t i o n  in i n d u s -

5 trial p r o c e s s i n g .  P r o p e r t y  used or c o n s u m e d  in i n d u s t r i a l  p r o -

6 cessing d o e s  not include tangible personal p r o p e r t y  p e r m a n e n t l y

7 affixed and b e c o m i n g  a structural part of real estate; o f f i c e

8 furniture, o f f i c e  supplies, and a d m i n i s t r a t i v e  o f f i c e  e q u i p m e n t ;

9 or v e h i c l e s  l i c e n s e d  and titled for use on p u b l i c  highways.

10 Industrial p r o c e s s i n g  does not include receiving and s t o r a g e  of

11 raw m a t e r i a l s  p u r c h a s e d  or e x t r a c t e d  by the user or consumer; or

12 the p r e p a r a t i o n  of food and beverages by a retailer for retail

13 sale. As u s e d  in this subdivision, "industrial p r o c e s s o r "  m e a n s

14 a person w h o  transforms, alters, or m o d i f i e s  t a n g i b l e  p e r s o n a l

15 property by c h a n g i n g  the form, composition, or c h a r a c t e r  of the

16 property for u l t i m a t e  sale at retail or sale to a n o t h e r  indus-

17 trial p r o c e s s o r  to be further p r o c e s s e d  for u l t i m a t e  sale at

18 retail. Sales to a p e r s o n  p e r f o r m i n g  a s e r v i c e  w h o  does not act

19 as an indus t r i a l  p r o c e s s o r  while p e r f o r m i n g  this s e r v i c e  shall

20 not be e x c l u d e d  under this s u b d i v i s i o n  except as p r o v i d e d  in sub-

21 paragraph (ii).

22 (ii) A f fccr-D e e e m b ef 31,—H9 0 4 a ■ A person, w h e t h e r  or not

23 the p e r s o n  is an industrial processor, if the t a n g i b l e  p e r s o n a l

24 property is a computer used in o p e r a t i n g  industrial p r o c e s s i n g

25 equipment; e q u i p m e n t  used in a computer a s s i s t e d  m a n u f a c t u r i n g

26 system; e q u i p m e n t  used in a computer a s s i s t e d  d e s i g n  or

27 engineering s y s t e m  integral to an industrial process; or a
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1 s u b u n i t  or e l e c t r o n i c  a s s e m b l y  c o m p r i s i n g  a c o m p o n e n t  in a

2 c o m p u t e r  i n t e g r a t e d  industrial p r o c e s s i n g  system.

3 (h) To persons, of a newspaper or p e r i o d i c a l  a d m i t t e d  under

4 f e deral p o s t a l  laws and regula t i o n s  e f f e c t i v e  S e p t e m b e r  1 , 1985

5 as s e c o n d - c l a s s  m a i l  m a t t e r  or as a c o n t r o l l e d  c i r c u l a t i o n  publi-

6 c a t i o n  or q u a l i f i e d  to a ccept legal n o tices for p u b l i c a t i o n  in

7 this state, as d e f i n e d  by law, or any other n e w s p a p e r  or periodi-

8 cal of g e n e r a l  circul a t i o n ,  e s t a b l i s h e d  not less than 2 years,

9 a n d  p u b l i s h e d  not less than once a week. , a n d  c o p y r i g h t ed

10 m o t io n p i c t u r e films. T a n g i b l e  p e r s o n a l  p r o p e r t y  u s e d  or con-

11 sumed, a n d  not b e c o m i n g  a c o m p onent part of a C O P Y R I G H T E D  MOTION

12 P I C T U R E  FILM, newspaper, or periodical, e xcept that p o r t i o n  or

13 p e r c e n t a g e  of t a n g i b l e  p e r s o n a l  p r o p e r t y  used or c o n s u m e d  in

14 p r o d u c i n g  an a d v e r t i s i n g  supple m e n t  that b e c o m e s  a c o m p o n e n t  part

15 of a n e w s p a p e r  or p e r i o d i c a l  ,--an d - c o p y r ig h t e d m o t i o n p i c t u r e

16 f i l m s - a re IS s u b ject to tax. For p u r p o s e s  of this subdivision,

17 t a n g i b l e  p e r s o n a l  p r o p e r t y  that b e comes a c o m p o n e n t  p a r t  of a

18 n e w s p a p e r  or period i c a l ,  and th e re by C O N S E Q U E N T L Y  not subject

19 to tax, s h a l l 1 ine l u d e INCLUDES an a d v e r t i s i n g  s u p p l e m e n t

20 i n s e r t e d  into a n d  c i r c u l a t e d  with a n e w s paper or p e r i o d i c a l  that

21 is o t h e r w i s e  exempt from tax under this subdivision, if the

22 a d v e r t i s i n g  s u p p l e m e n t  is d e l i v e r e d  d i r e c t l y  to the n e w s p a p e r  or

23 p e r i o d i c a l  by a p e r s o n  other than the a dvertiser, or the adver-

24 t i s i n g  s u p p l e m e n t  is p r i n t e d  by the n e w s paper or p e r i o d i c a l .

25 (i) To p e r s o n s  licen s e d  to o p e r a t e  c o m m e r c i a l  radio or tele-

26 v i s i o n  s t a t i o n s  if the p r o p e r t y  is used in the o r i g i n a t i o n  or

27 i n t e g r a t i o n  of the v a r i o u s  sources of p r o g r a m  m a t e r i a l  for
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1 commercial radio or t e l e v i s i o n  transmission. This s u b d i v i s i o n

2 does not i n c l u d e  a v e h i c l e  l i c e n s e d  and titled for use on p u b l i c

3 highways or p r o p e r t y  used in the t r a n s m i s s i o n  to or r e c e i v i n g

4 from an a r t i f i c i a l  satellite.

5 (k) A  h e a r i n g  aid, contact lenses if p r e s c r i b e d  for a spe-

6 cific d i s e a s e  that p r e c l u d e s  the use of eyeglasses, or a n y  o ther

7 apparatus, device, or e q u i p m e n t  used to replace or s u b s t i t u t e  for

8 a part of the h u m a n  body, or used to assist the d i s a b l e d  p e r s o n

9 to lead a r e a s o n a b l y  normal life if the tangible p e r s o n a l  p r o p -

10 erty is p u r c h a s e d  on a w r i t t e n  p r e s c r i p t i o n  or order i ssued by a

11 licensed h e a l t h  p r o f e s s i o n a l  as d e f i n e d  by s e ction 21005 of the

12 public h e a l t h  code, A c t  No. 368 of the P u b l i c  Acts of 1978, b e i n g

13 section 3 3 3 . 2 1 0 0 5  of the M i c h i g a n  C o m p i l e d  Laws, or e y e g l a s s e s

14 prescribed or d i s p e n s e d  to correct the p e r s o n ' s  v i s i o n  by an o p h -

15 t h a l m o l o g i s t , optome t r i s t ,  or optician.

16 (•£) To p e r s o n s  for use or c o n s u m p t i o n  in the r e n d i t i o n  of a

17 service, the use or c o n s u m p t i o n  of w h i c h  is taxable under s e c t i o n

18 3a(a) of the use tax act, Act No. 94 of the P u b l i c  A c t s  of 1937,

19 as amended, being s e c t i o n  205.93a of the M i c h i g a n  C o m p i l e d  Laws,

20 except that this e x e m p t i o n  shall be IS limited to the t a n g i b l e

21 personal p r o p e r t y  l o c a t e d  on the p r e m i s e s  of the s u b s c r i b e r  and

22 the n e c e s s a r y  e x c h a n g e  equipment.

23 (m) Not for resale of a v e h i c l e  to a M i c h i g a n  n o n p r o f i t  cor-

24 poration o r g a n i z e d  e x c l u s i v e l y  to p r o v i d e  a c o m m u n i t y  w i t h  a m b u -

25 lance or fire d e p a r t m e n t  services.

26 (n) T o  inmates in a penal or c o r r e c t i o n  i n s t i t u t i o n

27 purchased w i t h  s crip issued and redeemed by the institution.
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1 (o) T o  or for the use of s t u dents e n r o l l e d  in a n y  part of a

2 k i n d e r g a r t e n  t h rough twelfth g rade program, of t e x t b o o k s  sold by

3 a p u b l i c  or n o n p u b l i c  school.

4 (p) I n s t a l l e d  as a c o m p onent part of a w a t e r  p o l l u t i o n  con-

5 trol f a c i l i t y  for w h i c h  a tax e x e m p t i o n  c e r t i f i c a t e  is issued

6 p u r s u a n t  to Act No. 222 of the P u b l i c  Acts of 1966, as amended,

7 b e i n g  s e c t i o n s  323.351 to 323.358 of the M i c h i g a n  C o m p i l e d  Laws,

8 or an air p o l l u t i o n  control f a c ility for w h i c h  a tax e x e m p t i o n

9 c e r t i f i c a t e  is i ssued p u r s u a n t  to Act No. 250 of the P u b l i c  Acts

10 of 1965, as amended, being sections 336.1 to 336.8 of the

11 M i c h i g a n  C o m p i l e d  Laws.

12 (q) T o  a p u r c h a s e r  of a new motor v e h i c l e  p u r c h a s e d  before

13 J a n u a r y  1, 1993 if the p u r c h a s e r  q u a l i f i e s  for a s p e c i a l  regis-

14 t r a t i o n  under s e c t i o n  226(12) of the M i c h i g a n  v e h i c l e  code, Act

15 No. 300 of the P u b l i c  A c t s  of 1949, being s e c t i o n  2 5 7 .226 of the

16 M i c h i g a n  C o m p i l e d  Laws, and the v e h i c l e  is p u r c h a s e d  t h r o u g h  a

17 c o u n t r y  d e t e r m i n e d  by the d e p a r t m e n t  to be p r o v i d i n g  a like or

18 c o m p l e t e  e x e m p t i o n  for the p u r c h a s e  of a new m o t o r  v e h i c l e  to be

19 r e m o v e d  f r o m  that country.

20 SEC. 4M. (1) A  P E R S O N  S U B J E C T  T O  TAX U N D E R  T H I S  A C T  MAY

21 E X C L U D E  F R O M  T H E  G R O S S  P R O C E E D S  U S E D  FOR T H E  C O M P U T A T I O N  O F  THIS

22 TAX, S A L E S  O F  T A N G I B L E  P E R S O N A L  P R O P E R T Y  N O T  F O R  R E S A L E  T O  AN

23 O R G A N I Z A T I O N  N O T  O P E R A T E D  FOR P R O F I T  A N D  E X E M P T  F R O M  F E D E R A L

24 I N C O M E  T A X  U N D E R  S E C T I O N  501(c)(3) O F  T H E  I N T E R N A L  R E V E N U E  CODE

25 IF T H E  I N C O M E  O R  B E N E F I T  F R O M  THE O P E R A T I O N  DOES N O T  INURE, IN

26 W H O L E  O R  IN PART, T O  A N  I N D I V I D U A L  O R  P R I V A T E  SHARE H O L D E R ,

27 D I R E C T L Y  O R  INDIRECTLY, E X C E P T  FOR T H E  FOLLOWING:
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, (A) SALES IN A C T I V I T I E S  THAT A R E  M A I N L Y  C O M M E R C I A L

2 E N T E R P R I S E S .

3 (B) SALES O F  V E H I C L E S  L I C E N S E D  FOR USE O N  P U B L I C  H I G H W A Y S

4 OTHER T H A N  A  P A S S E N G E R  V A N  O R  BUS W I T H  A  M A N U F A C T U R E R ' S  R A T E D

5 SEATING C A P A C I T Y  O F  10 O R  M O R E  T H A T  IS U S E D  P R I M A R I L Y  T O  C A R R Y

6 OUT T H E  P U R P O S E S  O F  T H E  O R G A N I Z A T I O N  AS S T A T E D  IN T H E  B Y - L A W S  O R

7 ARTICLES O F  I N C O R P O R A T I O N  O F  THE E X E M P T  ENTITY.

g (2) A T  T H E  T I M E  O F  T H E  T R A N S F E R  OF T H E  T A N G I B L E  P E R S O N A L

9 PROPERTY E X E M P T  U N D E R  S U B S E C T I O N  (1), THE T R A N S F E R E E  S H A L L  S I G N  A

10 STATEMENT, O N  A  F O R M  A P P R O V E D  BY T H E  DEPARTMENT, S T A T I N G  T H A T  T H E

11 PROPERTY IS T O  BE U S E D  O R  C O N S U M E D  IN C O N N E C T I O N •W I T H  T H E  O P E R A -

12 TION O F  T H E  O R G A N I Z A T I O N  A N D  T H A T  THE O R G A N I Z A T I O N  Q U A L I F I E S  AS

13 AN E X E M P T  E N T I T Y  U N D E R  THIS SECTION. T H E  T R A N S F E R E E  S H A L L  A L S O

14 PROVIDE T O  T H E  T R A N S F E R O R  A  COPY O F  T H E  F E D E R A L  E X E M P T I O N

15 LETTER. T H E  S T A T E M E N T  W I T H  THE A C C O M P A N Y I N G  L E T T E R  S H A L L  BE

16 ACCEPTED BY A L L  C O U R T S  AS P R I M A  FACIE E V I D E N C E  O F  T H E  E X E M P T I O N

17 AND T H E  S T A T E M E N T  SHALL P R O V I D E  T H A T  IF THE C L A I M  FOR T A X  E X E M P -

18 TION IS D I SALLOWED, T H E  T R A N S F E R E E  W I L L  R E I M B U R S E  T H E  T R A N S F E R O R

19 FOR T H E  A M O U N T  O F  TAX INVOLVED.
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