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Thebill would amend the Single Business Tax Act to allow acredit of up to 20 percent of the
amount paid in the tax year to purchase machinery and equipment used exclusively in or on the
premises of a manufacturing facility in Michigan used to manufacture, process, compound, or
produce items of tangible personal property from recyclable materials for sale or to process post-
consumer waste material exclusively to produce finished products. The credit would apply for tax
years beginning after December 31, 2002 and before January 1, 2013.

Thetotal amount allowable asacredit for any tax year could not exceed 20 percent of thetax
liability for that year (as determined before calculating the credits). If the credits exceeded 20
percent of the tax liability, the excess could be carried forward to offset tax liability in subsequent
years for 10 years or until used up, whichever came first.

Toqualify for acredit, ataxpayer would haveto submit with the annual return 1) certification
from the Department of Environmental Quality that the machinery and equipment were integral to
the recycling process; and 2) purchase receipts, invoices, or other auditable documentation of the
cost paid for the machinery and equipment and the cost of installation.

The costs of machinery and equipment used to cal culate the credit created by the bill could
not be used to calculate a credit under Section 23 (the capital acquisition deduction).

Thebill containsdefinitions of theterms " manufacturing facility" and "recyclable materials'.
The term "manufacturing facility" would refer to buildings and structures the primary purpose of
whichiseither 1) the manufacture of goods or materials or the processing of goods and materials by
physical or chemical change; or 2) the provision of research and development laboratories of
companies whether or not the company manufactures the products developed from their research
activities. The term "recyclable materials® would refer to any product that has served its intended
end use and that has been separated from solid waste for the purpose of collection, marketing, and
disposition and that does not include demolition waste or more than 15 percent secondary waste
material or demolition waste. "Secondary waste materia” refersto waste material generated after the
completion of a manufacturing process.

Thebill istie-barred to House Bill 4035, which contains similar provisionsfor the purchase
and installation of manufacturing machinery and equipment for the processing of recyclable
materials.

Anayst: C. Couch

EThisanalysiswas prepared by nonpartisan House staff for use by House membersin their deliberations, and does not constitute an official statement of
legidlative intent.
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