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SUMMARY

The Michigan Supreme Court considered consolidated appeals concerning tax exemptions for motor-
vehicle emissions test cells and an engine production line under Part 59 of Michigan’s Natural
Resources and Environmental Protection Act. The Court held that qualifying equipment must have the
primary purpose of controlling or disposing of air pollution and must actually and physically control,
capture, and remove pollutants. It reversed the Court of Appeals in part, reinstated the denial of
exemptions for the test cells, and affirmed the denial for Detroit Diesel’s engine line and the rejection
of a due-process challenge.
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QUESTIONS PRESENTED

1. Whether vehicle and engine emissions test cells qualify as tax-exempt air-pollution-control facilities
under MCL 324.5901 and MCL 324.5903.

2. Whether Detroit Diesel's Equinox engine production line qualifies for a part 59 tax exemption.

3. Whether the State Tax Commission's hearing process violated Detroit Diesel's due-process rights.

HOLDINGS

1. The test cells do not qualify as facilities because they were installed or acquired primarily to test engines
and vehicles for compliance with federal regulations, not primarily to control or dispose of air pollution.

2. The test cells do not satisfy MCL 324.5903 because they are not designed and operated primarily to
control, capture, and remove pollutants from the air and do not physically perform those functions.

3. The Equinox engine production line does not qualify for a part 59 tax exemption because its primary
purpose was manufacturing engines for sale, not controlling or disposing of air pollution.

4. Detroit Diesel received due process because it was given notice and a full opportunity to present
evidence and legal arguments at a hearing before an impartial decisionmaking process.

KEY QUOTATIONS

“Based on the plain language of the statute, we hold that in order to for equipment to be exempt, it must be
installed or acquired for the primary purpose of regulating or curbing the spread of pollution in Michigan.
Further, the equipment must actually and physically limit pollution.” (at 4)

“Because the statutory language requires the facility to do the removing, controlling, and capturing of
pollution, this equipment does not qualify.” (at 10)

“The DEQ properly applied §§ 5901 and 5903 and concluded that the test cells do not qualify for a tax
exemption.” (at 20)



FACTUAL BACKGROUND

Ford, DaimlerChrysler, and Detroit Diesel installed test-cell facilities to conduct federally required emissions
testing on vehicles and engines before production and sale. The test cells measured emissions to determine
compliance with federal standards but also generated and released some pollution during testing. Detroit Diesel
separately installed an Equinox engine production line to manufacture engines complying with newer federal
emissions standards. The DEQ and STC concluded that the equipment's primary purposes were testing or
manufacturing rather than controlling or disposing of air pollution and denied the requested exemptions.

PROCEDURAL HISTORY

The State Tax Commission denied the petitioners' applications for tax exemptions for vehicle and engine test
cells and, for Detroit Diesel, an engine production line. The petitioners appealed to circuit courts, which reached
differing results. The Court of Appeals consolidated the appeals, held that the test cells qualified for the
exemption, affirmed denial of the exemption for Detroit Diesel's engine line, and rejected Detroit Diesel's due-
process claim. The Michigan Supreme Court reversed the Court of Appeals as to the test cells, reinstated the
DEQ and STC denials, affirmed denial of the exemption for the engine line, and affirmed the rejection of the
due-process claim.
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