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SUBJECT: Key Pointsfor Assessors Administering MCL 211.9m and MCL 211.9n
Exemptionsfor the 2016 Tax Y ear

The purpose of this Bulletin is to provide key geifor assessors in administering tualified
new personal property tax exemption (MCL 211.9m) and thegualified previously existing
personal property tax exemption (MCL 211.9n)for the 2016 tax year. This guidance is being
provided to supplement the information containe@tate Tax Commission Bulletins 7, 8 and 9
of 2015. Assessors should also refer to thoseeBadl for further information and direction.

1. Claiming the Exemption: Beginning December 31, 2015 (for the 2016 assesst year),
gualified new personal property and qualified poergly existing personal property located
on Occupied Real Property is exempt from ad valorem taxation and is insteagject to the
State Essential Services Assessment (ESA). Addillip certain P.A. 198 (IFT) Property
and New Personal Property (P.A. 328) are subjedit® State Essential Services
Assessment. To claim this exemption, a fully caetgd Form 5278Affidavit and Statement
for Eligible Manufacturing Personal Property and Essential Services Assessment, must be
received by the assessor of the local unit of gowent where the qualified personal
property is located no later than February 20, 20Té&xpayers should not complete this
Affidavit and statement unless the personal prgpeneets the definition of Eligible
Manufacturing Personal Property (EMPP). Assessurst deny an exemption for personal
property that is determined not to meet the elligybiequirements.

2. Definitions to Determine Eligibility:  All Assessing Officers must understand the
definitions outlined in Bulletin 7 of 2015. Of sifjcance is the concept @ccupied Real
Property, which can be a real property parcel, part ofa peoperty parcel or several real
property parcels. The main concept is that th@gmy must be occupied as a single site by
the taxpayer. Since the formula for determininglifigation of the location for the EMPP
exemption is different than the formula used toedaine classification, it is possible for
personal property classified as industrial to Isgdalified as EMPBr for personal property
classified as commercial to be qualified for thegmses of receiving the exemption.
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Personal property is determined to be EMPP basethe@predominant use of the personal
property on théccupied Real Property. If the predominant use of the personal property
for “Industrial Processing” and/or for ‘Direct Integrated Support,” then all the personal
property on théccupied Real Property, no matter who owns it, no matter what it is and n
matter how it is used, is EMPP. The exceptioreispnal property that is not owned, leased
or used by the person who owns or leases the cadupal property and is brought to the site
without a current active business purpose doegjnalify as EMPP. Personal property can
be used for Direct Integrated Support even if #g@ayer is not manufacturing on the site
and even if the taxpayer is not a manufacturer.

3. Form 5278: The person claiming the exemption for the qiedifnew personal property
and/or qualified previously existing personal pndpenust properly file Form 527&ligible
Manufacturing Personal Property Affidavit and Satement for Personal Property and
Essential Services Assessment. Form 5278 contains the Affidavit to claim the EMPP
exemption, the Personal Property Statement for ENMRIP does not yet qualify for the
exemption, (stays on ad valorem roll or IFT rolhdathe required Essential Services
Assessment filing (See Bulletin 9 of 2015). Sitloe STC adopted a single reporting form,
if a taxpayer did not checkes on the taxpayer’s 2015 personal property statemetating
the property was EMPP and the taxpayer qualifiesife EMPP exemption, the taxpayer is
only required to file Form 5278 for the 2016 yed.separate Form 5278 is required to be
filed for each parcel of personal property.

An assessor should not mail the Form 5278 to taeqsayyhom he or she believes qualify for
the EMPP exemption. Since the determination oftidrepersonal property is EMPP is
based on the use of the personal property, asselsase no means of reaching an absolute
conclusion as to whether the personal property MPE. If the Form 5278 is sent to
taxpayers who do not qualify, it mistakenly implaggalification and if the form is not sent to
taxpayers who do qualify, it implies predetermioatof an exemption claim. In either case,
there may be negative financial ramifications te ttaxpayer. Each taxpayer must
independently determine whether it qualifies foemption.

Taxpayers can obtain a copy of Form 5278 from tih&teSTax Commission website,
www.michigan.gov/statetaxcommission, or www.michigpv/PPT. Assessors should
ensure that Form 5278 is timely filed and fully completed by the taxpayer. Forms that
are not fully completed should not be processedtiey assessor. The assessor should
carefully evaluate the business activities of thepayer to ensure that they meet the statutory
requirements of the EMPP exemption.

To claim the EMPP exemption, the Affidavit (Form782 must be filed with the assessor of
the local unit of government where the propertjosated by February 20, 2016. Properly
filed means the form must bgled out in its entirety and must be properly submitted to the
assessor of the Township or City where the perspragerty is located. For the 2016 tax
year, because February 20 is a Saturday, Form ®ig8 be filed with the local unit assessor
no later than the next business day, which is MgnBabruary 22, 2016. Unlike the Small
Taxpayer Exemptiorfjled means actual receipt by the assessor.
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Neither the assessor nor the board of review h#waty to grant the EMPP exemption if
Form 5278 is not filed timely. It is suggestedtttiee form should be date-stamped or date-
inscribed on the date of actual receipt by the sssse Late filed Affidavits should not be
accepted by the local unit. Affidavits that are pooperly filed or are late filed are not
considered denied by the assessing officer forgeeap of appeal rights.

EMPP that was first placed in service in 2006 tlgro012 will still be reported as ad
valorem personal property in Part 2 on Form 52P8operty meeting the definitions of
qualified new personal property and qualified previously existing personal property first
placed in service after 2012 and prior to 2006 bdlexempt from ad valorem taxes and IFT
specific taxes and will instead pay the State Bsale®ervices Assessment and will report the
personal property in Part 3 of Form 5278.

Taxpayers will report 100% of the Eligible Manuiadhg Personal Property’s fair market
value at the time of the acquisition by the firstn@r. The assessor must understand that
when reporting ESA acquisition cost (“fair marketue”) the determination which matters is
not the year that the personal property was pusethhy the first user but rather the year that
the personal property was first placed “in servVicentil the personal property is placed in
service, it is “construction in progress.” Constran in progress does qualify as EMPP if
the property will qualify as EMPP when it is pladadervice.

Taxpayers who do not occupy the Occupied Real Ptypeat have personal property present
on the site, claim the exemption based on whetiepersonal property on the site qualifies
and must claim the exemption by filing Form 5278he exception to this is leasing
companies do not file for the EMPP exemption. dalsinstances, the customer (the lessee)
reports the property and claims the exemption.

Form 5278 must be filed each and every year ttatdkpayer claims the exemption. It is
important to note that it is possible for a taxpatge qualify for one year but not the next
year, based on the predominant use of the perpoopérty.

4. Special Acts. The most difficult personal property tax changeslve the treatment of IFT
(P.A. 198) and P.A. 328 (MCL 211.9f) property. taer specific exemption certificates
remain in effect until the EMPP becomes exempt uiieL 211.9m or MCL 211.9n.

First, the Assessing Officer must understand thafa certificate or an Act 328 exemption
which was in effect on or after December 31, 2&EL@xtended until all the personal property
is exempt, but only if the personal property is BMHAN the case of a non-extended IFT (the
original term of the IFT certificate covers the ipdruntil all of the property is EMPP), the
assessor must continue to maintain the IFT pamghrately even after the IFT certificate
expires, until all of the EMPP is exempt.

Not all EMPP will be immediately exempt. In thestiyear, 2016, only property first placed
in service before 2006 or after 2012 is exempthe Halance of the personal property at the
site is still subject to ad valorem assessmenh@nET specific tax. In the case of property
which benefits from exemption programs, some “irvise” years may be exempt while
other years are not exempt.

The assessor must understand that in the case BPESUbject to an extended IFT certificate,
the taxpayer may be responsible for paying both $pé&cific tax and ESA specific tax.
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Assessors should review ESA Topics: IFT (P.A. 1B8perty Reporting and Treatment
document and Bulletin 8 of 2015 for further infortioa.

5. Approval/Denial of EMPP Exemption: Assessors are required to ensure that all cléoms
exemptions are timely filed, complete and validrcoger records supporting the assessor’s
approval or denial of the exemptions are requiceble maintained Assessors must deny the
EMPP exemption in cases where he or she is corvinbat the taxpayer does not
gualify. Unlike the Small Business Taxpayer Exemptiwhere the assessor can retroactively
deny for the current and three preceding yearsa#isessor can only enter a denial of the
EMPP exemption for the current year.

Assessors must be aware that utility personal ptp@s defined in MCL 211.34c is not used
in industrial processing or direct integrated suppo

The State Tax Commission has approved a sampleftorthe assessor’s denial of a request
for EMPP exemption. Assessors are encouragedlieuhis sample denial form to deny an
exemption that is determined to not meet the dliggbrequirements of MCL 211.9m and
MCL 211.9n. The sample denial form is availabletba Personal Property Tax page at
www.michigan.gov/PPT and on the State Tax Commissipage under the What's New
headingat www.michigan.gov/statetaxcommission.

Assessor_Reporting Reguirements. Assessors are required to have all data enteoad
Form 5278 uploaded to BS&A for submission to thep&ément of Treasury no later than
April 1. Failure to submit the required reportEBSA costs with the Department of Treasury
by the April 1 deadline will impede the timely asseent of the ESA specific tax. Failure to
transmit data by April 1 as required by statute atdthe direction of the State Tax
Commission, may result in further disciplinary aatfor nonfeasance of duties.

Assessors that do not have BS&A software and thae Haxpayers claiming the EMPP
exemption, must mail a hard copy of Form 5278 nerlthan February 29, 2016 to the ESA
Section Manager at P.O. Box 30710, Lansing, Mianig&909.

Assessors must enter all the information from F&&78 into the assessing software. This
requires that the assessor enter the reportedsitogiuicosts in his or her computer database.
The assessor should pay close attention to make ther federal identification number
(FEIN), parcel identification number and revenuarsiy code are accurate in the assessing
software for each personal property parcel.

The assessor cannot enter an override, since h&heris required to report the ESA
acquisition costs to the Michigan Department ofabregy (through BS&A Software) prior to
April 1, and must also have the non-exempt cossslae to transmit electronically, upon
request, for audit purposes.

Since many taxpayers who qualify for exemption via# multi-jurisdictional and since
Treasury has no way of determining all of the lasaits where Form 5278 might be filed,
Treasury cannot begin processing the ESA assessmetiltall local units have reported.

6. Resources. Due to the complicated nature of the EMPP Ex@npnd the associated ESA
specific tax, assessors are not doing their taxpageservice by attempting to provide
guidance relating either to EMPP or the ESA and bmgubject to legal liability for giving
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incorrect information. Instead, the State Tax @ossion recommends that the assessors
direct taxpayers to submit questions at the Trgasebpage:

www.michigan.gov/taxes

Then, “Property Tax” on the left margin

Then, “Essential Services Assessment” under theoRal Property Tax heading
Then, “Submit a Question” at the bottom under tlat@ct Us heading

More information is also available atww.michigan.gov/PPT Specific questions and
information regarding the Essential Services Assess (ESA) can be found at
www.michigan.gov/ESA

7. ESA Communications:. Communicating effectively is a high priority ¢iie State Tax
Commission and Department of Treasury. The Depmartmof Treasury will use
GovDelivery to disseminate information on the E®Waitimely and effective manner. The
State Tax Commission requests that all assessbserdioe to the ESA GovDelivery listserv
in order to receive important notices and guidaonethe ESA. Information on how to
subscribe is available on the Department of TrgasueSA website at
www.michigan.gov/ESA(not a live link). Subscribers are responsible dpdating their
email if there are changes; Department of Treastaff cannot make any changes to email
addresses.

8. Contacts: Treasury staff is available to assist and angiestions. The following are key
contacts:

ESA Program E-mail AddresESAQuestions@michigan.gov




