HOUSE BILL No. 5254

October 17, 2001, Introduced by Reps. Cassis, Shulman, George, Julian, Howell, Richardville, Stewart,
Woronchak, Basham, Scranton, Ehardt, Jelinek, Patterson, Voorhees, Raczkowski, Shackleton, Vear, Plakas,
Pappageorge, Hummel, Meyer, Gilbert, Kuipers, Vander Veen, Stamas, Allen, Anderson, Kooiman, Pumford,
Middaugh, Kowall, Van Woerkom, DeVuyst, Cameron Brown, Sanborn, Faunce, Neumann and Toy and
referred to the Committee on Tax Policy.

A bill to anmend 1933 PA 167, entitled
"Ceneral sales tax act,"”
by anmendi ng sections 4q and 4w (MCL 205.54q and 205.54w), section
4q as anended and section 4w as added by 1999 PA 116.

THE PEOPLE OF THE STATE OF M CHI GAN ENACT:

Sec. 49. (1) A person subject to the tax under this act may
exclude fromthe gross proceeds used for the conputation of this
tax, sales of tangi ble personal property not for resale to the
foll owm ng subject to subsection (5):

(a) A health, welfare, educational, cultural arts, charita-
bl e, or benevol ent organi zation not operated for profit that has
been i ssued an exenption ruling letter to purchase itens exenpt

fromtax before the effective date of this section signed by the
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adm ni strator of the sales, use, and w thhol di ng taxes division
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of the departnment.
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(b) An organization not operated for profit and exenpt from
federal incone tax under section 501(c)(3) or 501(c)(4) of the
internal revenue code of 1986.

(2) The exenptions provided for in subsection (1) do not
apply to sales of tangi ble personal property and sal es of vehi-
cles licensed for use on public highways, that are not used pri-
marily to carry out the purposes of the organization as stated in
the bylaws or articles of incorporation of the exenpt entity.

(3) At the tine of the transfer of the tangible personal
property exenpt under subsection (1), the transferee shall do 1
of the follow ng:

(a) Present the exenption ruling letter signed by the adm n-
istrator of the sales, use, and w thhol ding taxes division of the
departnent certifying that the property is to be used or consuned
in connection with the operation of the organization.

(b) Present a signed statenent, on a form approved by the
departnent, stating that the property is to be used or consuned
in connection with the operation of the organization and that the
organi zation qualifies as an exenpt organization under this
section. The transferee shall also provide to the transferor a
copy of the federal exenption letter.

(4) The letter provided under subsection (3)(a) and the
statement with the acconpanying |letter provided under subsection
(3)(b) shall be accepted by all courts as prim facie evidence of
t he exenption and the statenment shall provide that if the claim
for tax exenption is disallowed, the transferee will reinburse

the transferor for the amount of tax invol ved.
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(5) The tangi bl e personal property under subsection (1) is
exenpt only to the extent that the property is used to carry out
t he purposes of the organization as stated in the organization's
byl aws or articles of incorporation. The exenptionis limted to
t he percentage of exenpt use to total use determ ned by a reason-
able fornula or nmethod approved by the departnent. TH S SUBSEC-
TI ON DCES NOT APPLY TO PURCHASES MADE FOR FUND- RAI SI NG PURPCSES
NECESSARY TO FUND PATI ENT CARE BY A HOSPI CE LI CENSED UNDER PART
214 OF THE PUBLI C HEALTH CODE, 1978 PA 368, MCL 333. 21401 TO
333. 21420.

Sec. 4w. (1) For taxes levied after June 30, 1999, a person
subject to the tax under this act may exclude fromthe gross pro-
ceeds used for the conputation of the tax the sale of tangible
personal property to a person directly engaged in the business of
constructing, altering, repairing, or inproving real estate for
others to the extent that the property is affixed to and made a
structural part of a nonprofit hospital or a nonprofit housing
entity qualified as exenpt under section 15a of the state housing
devel opnment authority act of 1966, 1966 PA 346, MCL 125. 1415a.

(2) An exenption shall not be granted under this section for
any portion of property otherw se qualifying for exenption under
this section if income or a benefit inures directly or indirectly
to an individual, private stockhol der, or other private person
fromthe independent or nonessential operation of that portion of
property.

(3) As used in this section:

00279' 01



© 00 ~N o o b~ W N

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27

4

(a) "Nonprofit hospital™ means 1 of the follow ng:

(i) That portion of a building to which 1 of the follow ng
applies:

(A) I's owned or operated by an entity exenpt under section
501(c)(3) of the internal revenue code of 1986 that is |icensed
as a hospital under part 215 of the public health code, 1978
PA 368, MCL 333.21501 to 333.21568.

(B) I's owned or operated by a governnental unit in which
nmedi cal attention is provided.

(C Is owned or operated by an entity or entities exenpt
under section 501(c)(2) or (3) of the internal revenue code of
1986 in which nedical attention is provided.

(D) 1'S OANED OR OPERATED BY A HOSPI CE LI CENSED UNDER PART
214 OF THE PUBLI C HEALTH CODE, 1978 PA 368, MCL 333. 21401 TO
333. 21420.

(ii1) That portion of real property necessary and related to
a building described in subparagraph (i) in which nmedical atten-
tion is provided.

(iii) A county long-termmedical care facility built after
Decenber 31, 1995.

(b) "Nonprofit hospital™ does not include the foll ow ng:

(i) A freestanding building or other real property of a
nursing honme or skilled nursing facility |licensed under part 217
of the public health code, 1978 PA 368, MCL 333.21701 to
333.21799%e.
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(ii) —++r— A hone for the aged licensed under part 213 of
t he public health code, 1978 PA 368, MCL 333.21301 to 333.21333.

(c)

"Medi cal attention" neans that | evel of nedical care in

whi ch a physician provides acute care or active treatnent of ned-

ical, surgical, obstetrical, psychiatric, chronic, or rehabilita-

tive conditions, that require the observation, diagnosis, and

daily treatnent by a physician.
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