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SUMMARY

The Michigan Supreme Court held that TOMRA of North America’s container-recycling machines and
repair parts qualified for Michigan’s industrial-processing tax exemptions. The Court ruled that the
temporal limitation in the general definition of industrial processing does not apply to the separately
enumerated industrial-processing activities. It also held that the strict-construction canon for tax
exemptions was inapplicable because the relevant statutes were unambiguous, and affirmed and

remanded for further proceedings.

CASE DETAILS

COURT Michigan Supreme Court

WRITING FOR THE COURT David F. Viviano; Bridget M. McCormack; Stephen J. Markman;
Brian K. Zahra; Richard H. Bernstein; Elizabeth T. Clement; Megan
K. Cavanagh

JURISDICTION Michigan

DECIDED June 16, 2020

DOCKET Nos. 158333 and 158335

DISPOSITION affirmed

PROCEDURAL POSTURE TOMRA appealed a Court of Claims summary-disposition judgment

denying industrial-processing sales- and use-tax exemptions. The
Court of Appeals reversed, and the Michigan Supreme Court granted

the Department of Treasury's application for leave to appeal.

STANDARD OF REVIEW De novo review of a trial court's determination regarding a motion for
summary disposition; summary disposition is proper when there is no
genuine issue of material fact and the moving party is entitled to

judgment as a matter of law.

PRECEDENTIAL VALUE Published Michigan Supreme Court opinion; binding precedent in
Michigan.
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QUESTIONS PRESENTED

1. Whether the temporal limitation in MCL 205.54t(7)(a) and MCL 205.940(7)(a) applies to the
enumerated industrial-processing activities in MCL 205.54t(3) and MCL 205.940(3).

2. Whether the judicial canon requiring strict construction of tax exemptions applies when the relevant

exemption statutes are unambiguous.

3. Whether TOMRA's container-recycling machines and repair parts could qualify for the industrial-

processing exemptions despite operating outside the general temporal period.

HOLDINGS

1. The temporal limitation in MCL 205.54t(7)(a) and MCL 205.940(7)(a) does not apply to the specific
industrial-processing activities enumerated in MCL 205.54t(3) and MCL 205.940(3).

2. The judicial canon requiring tax exemptions to be strictly construed against the taxpayer is a canon of
last resort and does not apply when the statute is unambiguous.

3. TOMRA's sales of container-recycling machines and repair parts were not categorically excluded from
the industrial-processing exemptions merely because the machines operated outside the temporal period

in the general definition.

KEY QUOTATIONS

“Under the proper interpretive standards, we hold that the temporal limitation in MCL 205.54¢(7)(a) and

MCL 205.940(7)(a) does not apply to the activities listed in MCL 205.54t(3) and MCL 205.940(3),
respectively.” (opinion at 3)

“We take this opportunity to clarify that because the canon requiring strict construction of tax exemptions

does not help reveal the semantic content of a statute, it is a canon of last resort.” (opinion at 7)

“Subsection (7)(a) and Subsection (3) are discrete inquiries—Subsection (7)(a) does not establish a threshold

requirement for an exemption as long as Subsection (3) applies.” (opinion at 11)

“As to those activities, then, Subsection (3) controls and the time frame in Subsection (7)(a) is inapplicable.”

(opinion at 15)

FACTUAL BACKGROUND

TOMRA sells and leases reverse-vending machines that sort bottles and cans collected for recycling, and it sells
repair parts for those machines. TOMRA claimed that the machines and parts qualified for the industrial-

processing exemptions under Michigan's General Sales Tax Act and Use Tax Act. The machines facilitated



collection and sorting of recyclable materials before the materials entered the period described by the statutes'

general temporal definition of industrial processing.

PROCEDURAL HISTORY

After a Department of Treasury audit, TOMRA brought two actions in the Michigan Court of Claims seeking
refunds of use and sales taxes paid on container-recycling machines and repair parts. The Court of Claims
granted summary disposition to the Department, concluding that the machines operated before the industrial
process began and therefore did not qualify for the exemptions. The Court of Appeals reversed and remanded,
holding that the statutory temporal limitation did not apply to the enumerated industrial-processing activities.
The Michigan Supreme Court affirmed the Court of Appeals and remanded to the Court of Claims for further

proceedings.
DISPOSITION

affirmed

REMAND INSTRUCTIONS

Remanded to the Michigan Court of Claims for further proceedings consistent with the opinion, including

application of the industrial-processing exemption under the Court's interpretation.
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