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The purpose of today's presentation is to:

 Provide you with a basic understanding of the legislation
as a whole.

* Provide you with detailed information relating to those
portions of the legislation which will take effect for the
2014 assessment year.

e Alert you to several areas where you may be likely to
encounter difficulties in implementing the enactments.



Contrary to the understanding of many taxpayers and
assessors, the Acts do not provide for the complete
exemption of business personal property. Instead, they
provide for exemptions in two separate categories.

The two categories of exemptions are:

e The “Eligible Personal Property” exemption (sometimes
informally referred to as the (Small Taxpayer Exemption);
and,

e Two “Eligible Manufacturing Personal Property”
exemptions, one for new “Eligible Manufacturing Personal
Property” and the other for previously existing “Eligible
Manufacturing Personal Property.”



The Eligible Personal Property Exemption

The exemption applies to personal property which is classified
either as commercial personal property or as industrial personal
property.

The determination of whether the true cash value is less than
$80,000 must be based on all commercial personal property
and industrial personal property owned by, leased to, or in the
possession of that owner or a related entity in that local
assessing unit.

It is possible for an owner that is assessed for less than $80,000
of true cash value of personal property to be ineligible for the
“Eligible Personal Property” exemption.



The Eligible Personal Property Exemption (Cont’d)

 The legislation provides that an affidavit claiming the exemption
for “Eligible Personal Property” must be filed by February 10t.

* In 2014 only, a taxpayer that has missed the February 10t

deadline may claim the exemption at the March Board of
Review.

 The personal property statement will continue to be due on
February 20.



The Eligible Personal Property Exemption (Cont’d)

The definition of “Eligible Personal Property” considers and
includes indirect control situations when determining that the
true cash value of the claimant’s personal property is less than
$80,000.

The legislation defines “control”, “controlled by”, “under common
control with”, and “related entity,” in an effort to prevent a
taxpayer from gaining exemption by means of titling property in
the names of related entities.
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The phrase "Related entity" means a person that, directly or
indirectly, controls, is controlled by, or is under common control
with the person claiming an exemption under this section.



The Eligible Personal Property Exemption (Cont’d)

e The word "Person"” means an individual, partnership,
corporation, association, limited liability company, or any
other legal entity.

e The exemption is not available to personal property which is
leased or used by a person that directly or indirectly controls,
is controlled by, or is under common control with the person
that previously owned the property. This provision deals with
sale and leaseback situations.

 The legislation authorizes an assessor to deny the exemption
if the assessor believes that the property does not qualify.



The Eligible Personal Property Exemption (Cont’d)

The legislation authorizes an assessor to retroactively deny
an exemption for the current year and the three previous
years, and issue a corrected tax bill, plus interest and
penalties, if he or she believes that the property was not
eligible.



The Eligible Personal Property Exemption (Cont’d)

Entitlement to the exemption is determined by adding together the
true cash value of the personal property which the taxpayer, or a
related entity:

e Owns,
e Leases; or

e Possesses,

in the entire assessment unit.



The Eligible Personal Property Exemption (Cont’d)

The exemption is granted to taxpayers who own or use a small
amount of personal property in the local assessing unit, not to
taxpayers who have small assessments because they are
leasing or borrowing part of the personal property that they
use to conduct their business. Therefore, the true cash value of
the personal property which is owned, leased or possessed in
the assessment unit, is added together to determine whether
the taxpayer is entitled to the “Small Taxpayer Exemption.”

Notice that only the property owned by the taxpayer is
exempted. The personal property of lessors and other owners
of personal property considered in determining the exemption
for that taxpayer is not exempt unless they separately qualify
for the exemption based on the property which they and
related entities own, lease or possess in the local assessing
unit.



The Eligible Personal Property Exemption (Cont’d)

* To claim the exemption, the Taxpayer must file Form 5076,
Affidavit of Owner of Eligible Personal Property Claiming
Exemption from Collection of Taxes by February 10" of the
assessment year.

 The Taxpayer cannot receive, and the Assessor cannot grant,
the Eligible Personal Property exemption unless the taxpayer
fully completes and returns the Affidavit to the Assessor, so
that it is actually received by the assessor by February 10 of
the assessment year. The exception is 2014, when the March
Board of Review can also grant the exemption.

 The Taxpayer must file the Affidavit every year to continue to
receive the exemption.



The Eligible Personal Property Exemption (Cont’d)

If the Taxpayer files a fully completed Affidavit Form 5076 with
the Assessor by February 10t of the assessment year, the
Taxpayer is excused from filing a personal property statement
for that assessment year.

For the 2014 assessment year only, if the Taxpayer fails to return
the Affidavit by February 10, then the Taxpayer is permitted to
petition the March Board of Review for the exemption.

If the exemption is denied by the Assessor, then that denial may
be appealed to the March, July or December Board of Review,
and the Taxpayer may also appeal to the Michigan Tax Tribunal.



Areas of Particular Concern to Assessors & Taxpayers

Trade Fixtures

Trade Fixtures are items attached to real property by a tenant, which
the tenant has the right to remove at the end of the lease term and
which can be detached for use elsewhere without destroying the item
in question.

 Under Michigan Law, if the lease is silent, the tenant has the right to
remove such items. Most leases do not prevent the removal of
trade fixtures.

e Trade fixtures do not become part of the real property and, instead,
they remain personal property.



Areas of Particular Concern to Assessors & Taxpayers

Trade Fixtures (Con’d)

e MCL 211.8(k) specifically provides that trade fixtures are
assessable as personal property. The true cash value of
trade fixtures must be included in determining whether
the tenant is eligible for the “Small Taxpayer Exemption.”

e Adifficulty is that taxpayers frequently record trade
fixture costs in the leasehold improvement section of
their fixed asset accounting records, and then report
them as leasehold improvements rather than as personal
property.



Areas of Particular Concern to Assessors & Taxpayers

Tenant installed leasehold improvements

 Tenant installed leasehold improvements are improvements to the
land or structures of the landlord which have been made by the
tenant.

e Leasehold Improvements are distinguished from trade fixtures by the
fact that the leasehold improvements cannot be removed for use
elsewhere without destroying them.

 During the tenancy of the lessee, leasehold improvements may be
assessed to the tenant, as personal property, to the extent that the
improvements add to the value of the real property and are not
included in the assessment of the real property.



Areas of Particular Concern to Assessors & Taxpayers

Tenant installed leasehold improvements (Con’d)

e Leasehold improvements may be assessed as personal property
pursuant to MCL 211.8(h) (unless the lease existed before 1984 and
has not been substantially renegotiated since). In the alternative,
leasehold improvements may be assessed to the real property
interest of the landlord, based on the fact that they are really
improvements to real property, not personal property at all.



Areas of Particular Concern to Assessors & Taxpayers

* Trade fixtures must be assessed as personal property to the
tenant, and leasehold improvements may be assessed either as
personal property to the tenant or as real property to the
landlord. However, leasehold improvements are essentially real
property in nature.

e Taxpayers generally have difficulty in distinguishing trade fixtures
from leasehold improvements, particularly since they often book
trade fixtures in their leasehold improvement asset accounts.

e This failure to discern the difference between trade fixtures and
leasehold improvements may result in them mistakenly failing to
consider the true cash value of trade fixtures when completing
Affidavit Form 5076.



Areas of Particular Concern to Assessors & Taxpayers

The methods used by taxpayers to calculate the true cash value

e Many taxpayers will not understand that they must add together
the true cash values of all the personal property used in all of
their business locations in the assessment unit, whether owned,
leased or possessed by a related party or owned, leased or
possessed by the taxpayer itsel.

e Taxpayers have difficulty in calculating true cash value for the
personal property they own and for the personal property owned
by related entities.

e Taxpayers have particular difficulty in determining the true cash
value of personal property which they or a related entity lease or
POSSESS.



Reset Form

hlichigan O epartment of Treasuny Parcel Humber
076 (11- 120

Affidavit of Owner of Eligible Personal Property

Claiming Exemption from Collection of Taxes (As of 12-31-2013)

Hotice Cuestions regarding this form shoud be direded tothe assessor of the city or township where the personal property is located. This form was approved by
the Stae Tax Commizzion on Movember 4, 201 3 under the autharity of Puldic A3 206 of 1893, This forn must be filed by the owner or the oswner's authot zed agent.

Mame and Address of Qwiner

To claim an exemption, this
Affidavit must be received
by the Assessor ho later
than February 10, 2014,

IMPORTAH T INFORMATIOHN: This affidavit will exem pt property owned only by the entity filing the affidavit. [f personal property is leased to or used by
an ertity other than the propety' s awner, the owner ofthat personal propedy must file the affidavit for that propey, not the lesszes orthe user. The awaner
may fie the affidavit and claim the exemption only ifthe True Cash Yalue of all of the comm ercial or industrial perzonal property located within the dty or
townzhip that iz owned by, leasedto, or inthe possession of the owner or a related entity wasless than $80,000 on December 31, 201 3.

Marn e of Local Unit of Governm ent

City Townizhip

List all addresses where Personal Propery is located within the City or Township. Mames of Cwners or Partners (F sole Proprietorship or Partnership)
(may attach additional sheets)

Cou ity Chner Telephone Mumber Legal Mame of Cwener, if different from abore

Aesumed Mames Used by Legal Entity, if any Crescription of Jwners Business Activity and MAICS Code

Check anly one:




| | =scie Proprietorship || Limited Liskility Co. M1 ID# || comoration M 1D# | | Partnership

Mame and Telephone Mumber of Ferson in Charge of Personal Froperty B ecards Address where Personal Property Records are Kept

Mames of all other businesses hawving personal property, including any leasehald improvement assessed as personal [rate Business Began in Local Tax Collecting
property at the locations included inthis afidavit (attach additional sheets as neces=sany) Unit

The undersigned cedifies that:
1. | amthe owner of the commercial personal property and industrial personal propety being claimed as exempt or 1 am the duly adthorized agent.

2. The True Cash %alue ofall the Personal P ropetty, as defined by Public &2 153 located within the cty o township indicated above, that is ovaned by, leased to, or
in the poszession of the owner or related entity was leszthan $80,000 on December 31, 2013,

3. Belovvare the procedures uzad to deternine that the True Cash Malue of the Eligible Personal Property was less than $80,000 on December 31, 2013

a) The determination of True Cash Yalue waz bazed on the State Tax Commizzion's recommended valuation procedures

gz et forthon Fonn 632, Persanal Property Statement (1-4175). Atach an explandion of the method used if your answer

B T |:[ es |:[ Mo
b1 The determination of True Cash Malue indudes gl azzessable peraonal property, located within the oty ar township listed

on thiz Affidavit that i owned by, leasedto, or in the possession ofthe ovner or related ertity. This shall include all trade

fixtures and may indude lessehold improvements not assessed a2 real propety. Atach an explanation it not all personal

B O G e S e B e S e T |:[ YEE I:[ Mo |:| M

fheve by comtify that the information coptamed within, and altached to, this Affdavit provide s 8 il and boe statement of 2l personal property awped,
kaaed, orln the possessionh of the awner ar e l@ted entity on December 31, 2013,
Printad Hame Signature L ate
Indicate which:
I:I Sole Proprietor ]:' P artner |:| Officer |:[ Managing Mem ber ]:' Agent (attach letter of autharity)

Trade Fixtures: ltem s of property that have been sttached to real estate by a tenant to fadilitate the tenant's use ofthe property for busine == purpozes
and which are both capable of being removed and are removable by the tenant under the termn 2 ofthe leaze. Examples oftrade fixtures are cerain costs
related to telephone and security systems and moast signs.

Leasehold Improvements: Land improvements, such as paving and landacaping, and improvements made by atenant to srudures owned bythe
landlord. Leasehold improvements are characterized by the fad that they cannot be rem oved for use elsawhere because they will be degtroved by
removal. Leasshold improvements may be assessed as real property to the ovwner ofthe real property or may be aszessed as personal propedytothe
tenant .

Additional infarmation can be located in P ublic A3 153 and State Tax Commission Bulletin 11 of 2013,



| | Sole Proprigtarship || Limited Liskility Co. M1 1D# || comarstion w 1D# | | Partrership

Mame and Telephone Mumber of Personin Charge of Personal Property R ecords Addresz wwhere Perzonal Property Recards are Kept

Mames of all ather businesses having personal property, including any leasehold improvement assessed as personal [rate Business Began in Local Ta< Collecting
property at the locations included inthis affidavit (attach additional sheets as necessany) Unit
The undersigned cedifies that:

1. | amthe owner ofthe commenzial personal property and industrial personal propety being claimed as exempt or | am the duly autharized agent.

2. The True Cash Yalue of all the Personal P ropety, as defned by Public 22 153 located within the cty o township indicated above, that iz ovaned by, leased to, oF
inthe possezsion ofthe owrer or related entity was less than $80,000 on December 31, 2013,

3. Belowy are the procedures used to determine that the True Cash Malue of the Eligikle Personal Property was lessthan $80,000 onDecember 31, 2013

a) The determination of True Cash Malue was based on the State Tax Commiszion's recommended valuation procedures

gz =2t forthon Fonn 632, Personal Property Statement (L-4175). Mtach an explandion of the method wsed it your answer

IS MO e s e e e e e e el e e et e e M s et e SR e e S e e e |:[ Yeg |:[ Mo
b1 The determination of True Cash Malueindudes Al aszessable personal propety, located within the dty or township listed

on thiz Afficavit that is owned by, leasedtao, or inthe possession of the owner or related ertity, This shall include all trade

fixturez and may indude leazehald improvements nd azsessed az real property. Attach an explanation it not all personal

B 1 2 L i T I:[ es |:[ Mo |:| PAA,

I here by certfy that the infornation coptalned within, and attached to, this Affidawit provide s g f0if ahd true statement of gil personalproperty owned,
ased arin the possessionh of the awher or related entity on December 31, 2073,
Frirted Mame Signature L ate
Indicate which:
I:I Zole Proprietar ]:' P artner |:| Officer |:[ Managing Mem ber ]:' Agent (attach letter of autharity)

Trade Fixtures: |tem = of property that have been attached to real estate by a tenant to fadlitat e the tenant's use ofthe propetty for busine sz purposes
and which are both capable of being removed and are remaovahle by the tenant under the termm z ofthe leaze. Examples oftrade fixtures are certain costs
related totelephane and secunty systems and most sians.

Leasehold Improvements: Land improvements, such as paving and landacaping, and improvements made by atenant to grudures owned bythe
landlord. Leasshold improvements are characterized by the fad that they cannot be remm oved for use elsewhere becauss they will be destroved by
removal. Leasshold improvements may be assessed as real property tothe owner ofthe real property or may be azzeszed az perzonal propetytothe
tenant .

Additional information can be located in Public A3 153 and State Tax Commizsion Bulletin 11 of 2013,



Sale Proprietarship |_| Limited Liability Co. M1 ID# Corporation Ml 1D# P artnership
Mame and Telephone Number of Personin Charge of Personal Property B ecords Addresz ywwhere Personal Property Recaords are Kept

Mames of all sther businesses having personal property, including any leasehold improvement assessed as personal [rate Business Began in Local Tax Collecting
praperty at the locations included inthis affidavit (attach additional sheets as neces=sany) Unit

The underzigned cetifies that:
1. | amthe owner ofthe commerncial personal propetty and industrial perzonal propety being claimed as exempt or | am the duly autharized agent.

2. The True Cash Yalue ofall the Personal P ropety, a3 defned by Public 223 1535 located within the cty o township indicated above, that iz owned by, leased to, ar
inthe possession ofthe owrer or related entity wa s le2s than 80,000 on December 31, 2013,

3. Belowy are the procedures used to determine that the True Cash value of the Eligible Personal Property was lessthan $30,000 on December 31, 2013

a) The determination of True Cash Yalue was based on the State Tax Commission's recommended valuation procedures

gz ==t farthon Fonrn 632, Personal Property Statement (L-4175). Atach an explandion of the method uzed it your answer

igtN@ S e e e T B T RS e B S e i e e S T R |:[ Yes |:[ Mo
b1 The determination of True Cash Yalue indudes dl aszessable personal property, located within the city or towniship listed

on thiz Affidavit that is owned by, leasedta, or inthe pozzession of the owner or related ertity. This shall include all trade

fixtures and may indude leazehold im provements nat assessed as real property. Atach an explanationif not all personal

R s T i i e o e e e A I:[ h=5 |:[ Mo |:| A

I here by certify that the information contalped within, and atached to, this Affidavit provide s g full and troe statement of all personalproperty owned,
leased arin the possession of the awner or related entity on December 31, 2073,
Frinted Mame Signature L ate
Indicate which:
I:I Zole Proprietor ]:' P artner |:| Officer |:[ Managing Mem ber ]:' Agent (attach letter of autharity)

Trade Fixtures: |tem s of property that have been attached to real estate by a tenant to fadlitate the tenant's use ofthe property for business purposes
and which are both capable of being remowed and are removable by the tenant under the term s of the leaze. Examples oftrade fixtures are certain costs
related totelephaone and securnty systems and most d@gns.

Leasehold Improvements: Land improvements, such as paving and landscaping, and improvements made by atenant to grudures owned bythe
landlord. Leasshald improvements are characterized by the fad that they cannat be rem oved far use elzewhere because they will be dedroyved by
removal. Leasehold improvements may be aszeszsed as real property to the owner ofthe real property or may be assessed as personal propetytothe
tenant.

Additional inform ation can be located in Public A2 153 and State Tax Commizsion Bulletin 11 of 2013,



Areas of Particular Difficulty

Calculating True Cash Value

Determining True Cash Value for Leased or Possessed Personal
Property

Distinguishing between Real Property and Personal Property

Lack of rigorous application, or rigorous application, of the
three part test by the Tax Tribunal.

The identification of Trade Fixtures

The Identification of Installation Costs for Machinery and
Equipment.

The handling of Leasehold Improvements.

The handling of property which the Michigan Legislature or
State Tax Commission has specifically indicated is personal
property.



