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Michigan Sales Tax

This presentation will discuss generally the obligations of a 
Michigan public school under the Michigan General Sales Tax Act, Act 
167, Public Acts of Michigan, 1933, as amended (the “Act”)

 The Act imposes a tax on retail sales of tangible personal 
property at a rate of 6% of the seller’s gross proceeds from the sale. 

  Under the Act retail sales to a public school for their own use, 
storage or consumption are generally exempt from sales tax and retail 
sales made by a public school are generally subject to sales tax.  

 However, exceptions apply for various types of sales made by 
public schools. 
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Sales To a Public School

Sales NOT for Resale

Under the Act a sale of tangible personal property not for resale to a Michigan 
public school is exempt from the sales tax if:

1. the income or benefit from the use of the property does not inure, in whole 
or in part, to an individual or private entity, directly or indirectly; and

2. the activities of the public school are carried on exclusively for the benefit 
of the public at large and are not limited to the advantage, interests, and 
benefits of its members or any restricted group.

Under the above exemption the public school should inform the vendor(s) that 
the purchase is exempt and provide the vendor(s) with a completed “Certificate of 
Exemption” (Michigan Treasury Form 3372).

See Revenue Administrative Bulletin 2021-18
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https://www.michigan.gov/taxes/rep-legal/rab/rabhtml/2021/revenue-administrative-bulletin-2021-18-1
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Sales To a Public School

Sales for Resale 

Under the Act a “sale at retail” or “retail sale” means a sale of 
tangible personal property for any purpose other than resale. 

Therefore, items purchased for resale would be exempt from the 
sales tax. Under this exemption the public school should inform the 
vendor(s) that it is purchasing such items for resale and provide the 
vendor(s) with a completed “Certificate of Exemption” (Michigan 
Treasury Form 3372).

See Revenue Administrative Bulletin 2021-18
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https://www.michigan.gov/taxes/rep-legal/rab/rabhtml/2021/revenue-administrative-bulletin-2021-18-1
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Sales To a Public School

Construction Materials

With regard to the exemption applicable to a public school, a common question 
which arises is the treatment of construction material purchased by an outside contractor 
performing a construction/improvement project for the public school.  

Under the Act, a “sale at retail” also includes sales of tangible personal property to 
contractors in their trade or business.  Thus, under the Act, a contractor performing 
services for a public school would pay the Michigan sales tax on the material it purchases 
to complete the construction/improvement project.   There is no exemption under the Act 
based on the fact the contractor is performing the construction services for a public school.

It has been suggested that a public school could save the sales tax on the purchase of 
construction materials for use by a contractor in a construction project by purchasing said 
material directly.  The problem with this strategy is that technically, the material purchased 
by the public school is not a sale at retail and is not for use or consumption by the public 
school but is for use and consumption by the contractor. 

See Revenue Administrative Bulletin 2019-15
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https://www.michigan.gov/taxes/-/media/Project/Websites/treasury/Reports/2019/2019_RAB_201915_Sales__Use_Tax_in_Construction_Industry.pdf?rev=6e72fc1c377646b0a98d10f1dc80b9ff&hash=48D2535D290D7710BE93486C56E74530
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Sales By a Public School

Sales Generally

A public school must remit sales tax on all sales made at retail (i.e., not 
for resale). 

 If a public school intends to sell tangible property it is required to obtain a 
sales tax license from the Michigan Department of Treasury regardless of the 
amount of revenue it intends to generate from such sales (Michigan Treasury 
Form 518: Registration for Michigan Taxes).  

The Act does provide public schools various exemptions from the sales 
tax on retail sales.

See Revenue Administrative Bulletin 2020-25
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https://www.michigan.gov/taxes/rep-legal/rab/rabhtml/2020/revenue-administrative-bulletin-2020-25
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Sales By a Public School: Exemptions

Fundraising Activity: The Act provides an exemption on the first $10,000 of 
fundraising sales made by a public school if the public schools aggregate sales at retail 
in the calendar year are less than $25,000. 

For purposes of this exemption a “school” means each elementary, middle or 
high school site within a school district that represents a district attendance area.  This 
thus allows a separate $10,000 exemption and $25,000 of aggregate sales threshold 
for each elementary, middle or high school site.  It should also be noted that a club, 
association or other organization affiliated with a school, which does not have its own 
tax-exempt status, is not considered a separate entity or site for purposes of this 
exemption and for sales tax purposes its retail sales would be aggregated with the 
school site with which it is affiliated.  

See Revenue Administrative Bulletin 2020-25
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https://www.michigan.gov/taxes/rep-legal/rab/rabhtml/2020/revenue-administrative-bulletin-2020-25
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Sales By a Public School: Exemptions

Sale of Textbooks to Students: The sale of textbooks by a public school 
to or for the use of students enrolled in any part of a K through 12th grade 
program are exempt for the sales tax.

Sale of Food: In general, all prepared food and beverages that are sold 
for immediate consumption are subject to sales tax. The following are 
various exemptions and special rules for public schools:

– Sale of food to students
– Food provided at school event
– Catered food
– Concession.

 See Revenue Administrative Bulletin 2022-4
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https://www.michigan.gov/-/media/Project/Websites/treasury/Delta2/A/RAB_2022-4_-_Sales_Tax_-_Food_for_Human_Consumption_750569.pdf?rev=f157b42fb8574bd0b35648740ca7d661&hash=6E643C2639CBEA2154530260C34921B8
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Sales By a Public School:  Exemptions

Fundraising Auctions.

School Store.

Raffle Tickets. 

Sale or Lease of School Property:

–  Real Property

–  Personal Property

–  Lease of School Property

See Revenue Administrative Bulletin 2020-25
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https://www.michigan.gov/taxes/rep-legal/rab/rabhtml/2020/revenue-administrative-bulletin-2020-25
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Sales By a Public School:  Sales Tax License and 
Tax Returns

Sales Tax License: If a public school intends to sell or lease tangible 
property it is required to obtain a sales tax license from the Michigan 
Department of Treasury regardless of the amount of revenue it 
intends to generate from such sales and whether the sales are exempt.

Sales Tax Returns: Public schools with a sales tax liability must file 
sales tax returns and remit the sales tax to the State according to the 
frequency assigned by the State (i.e., monthly, quarterly or annually) 
which is based on the sales tax amount to be remitted. 

For further information on the Sales Tax License and Returns see the 
Sales and Use Tax Section of the Michigan Department of Treasury 
website. 
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https://www.michigan.gov/taxes/business-taxes/sales-use-tax


millercanfield.com 11millercanfield.com 11

School Practice Guides
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School Law Practice Group
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Thank you! Any Questions?

• This document is not intended to give legal advice and 
does not establish any attorney-client relationship.  It is 
comprised of general information.  School Districts facing 
specific issues should seek the assistance of an attorney.
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