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Office of Policy and Management
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Subject: 
Public Act 06-83 – New Tax Relief Program For Manufacturing and Biotechnology Machinery and Equipment


Administrative Abstract Coding Revisions


Personal Property Declaration - Supplemental Form
As you know, Public Act 06-83, as amended by Public Act 06-186, creates a new program that phases out the personal property tax on certain machinery and equipment used in manufacturing and biotechnology (MME) over five years.  

According to the summary of pertinent sections of Public Act 06-83 prepared by the Connecticut General Assembly’s Legislative Commissioner’s Office:

“The act continues the existing five-year exemption program until the assessment year beginning October 1, 2011. Until then, that program will continue to cover MME acquired between October 1, 2002 and October 1, 2006. At the same time, the act gradually exempts MME that is six years old or older from property tax as well. It phases in the additional exemption over five years. Between assessment years beginning October 1, 2006 and October 1, 2011, the act increases the exemption for this older property by 20% per year. The exemption phase-in applies to MME that (1) is already six years old or older in the October 1, 2006 assessment year or (2) becomes six years old between the October 1, 2006 and the October 1, 2011 assessment years.”
The definition of MME that qualifies for tax relief under Public Act 06-83 is the same as the definition of MME for purposes of the exemption under §12-81(72). As a result, three-year property and ten-year or greater property for federal tax purposes is not eligible for tax relief under Public Act 06-83, regardless of use.

Under the new tax phase-out program (which commences with the October 1, 2006 assessment year), the State of Connecticut reimburses municipalities for a portion of the property tax for qualifying MME.  The state’s portion of the tax payment increases, annually. As the state’s portion of the tax payment increases, the taxpayer’s portion of the tax decreases.  

	Assessment Date
	Fiscal Year Commencing
	State Pays
	Taxpayer Pays

	October 1, 2006
	July 1, 2007
	20%
	80%

	October 1, 2007
	July 1, 2008
	40%
	60%

	October 1, 2008
	July 1, 2009
	60%
	40%

	October 1, 2009
	July 1, 2010
	80%
	20%

	October 1, 2010
	July 1, 2011
	100%
	0%

	October 1, 2011
	July 1, 2012
	100%
	0%


The current exemption for new and newly acquired machinery and equipment under §12-81(72) remains available. After the five-year exemption term that this statute provides, machinery and equipment that received the 100% exemption is eligible for the tax phase-out program. 

For administrative purposes, OPM requires assessors to apply an exemption to the assessment of MME eligible for the tax phase-out.  The percentage of exemption for qualified MME will equal the state’s portion of the tax payment for assessment years commencing October 1, 2006, October 1, 2007, October 1, 2008, October 1, 2009 and October 1, 2010. (See chart above.)
The Office of Policy and Management is revising the Administrative Abstract Coding System, effective October 1, 2006, to reflect a new exemption code for this program and a new personal property code, as follows:
( 
The new exemption code is R; and

( 
The new Personal Property Code is #15. There are two sub codes: #15a (for manufacturing) and #15b (for biotechnology).
A new subdivision (c) was added to §12-63 of the Connecticut General Statutes (CGS) by Section 11 of Public Act 06-83. Section 287 of Public Act 06-196 further amended this subdivision. The new language, pursuant to which owners of manufacturing and biotechnology facilities must file a supplement to their personal property declarations, appears below. 

“(c) (1) For the assessment years commencing October 1, 2006, October 1, 2007, October 1, 2008, October 1, 2009, October 1, 2010, and October 1, 2011, the annual declaration of tangible personal property that a taxpayer files with the assessor of the town, shall be accompanied by a supplement to said declaration on which the taxpayer shall provide the following information for machinery and equipment eligible for a grant pursuant to section 12-94b, as amended by this act, or section 13 of this act: (A) The assessment year during which such property was acquired and installed; (B) the original cost of acquisition for such property, including charges for such property's transportation and installation; (C) the value of such property depreciated in accordance with the schedule provided by the assessor; (D) the total of the original cost of acquisition for all such property; and (E) the total depreciated value of such property for all such property. The assessor shall provide a declaration of tangible personal property, together with such supplement, to the owner of each manufacturing facility, as defined in subparagraph (A) of subdivision (72) of section 12-81 of the 2006 supplement to the general statutes, and to the owner of each facility engaged in biotechnology, as defined in said subparagraph.

(2) For the assessment years commencing October 1, 2006, October 1, 2007, October 1, 2008, October 1, 2009, October 1, 2010, and October 1, 2011, the assessor of each town shall determine the depreciated value of machinery and equipment, for the purposes of this section, section 12-94b, as amended by this act, and section 13 of this act, in accordance with the method said assessor used to determine the depreciated value of the same or similar machinery and equipment for the assessment year commencing October 1, 2005. The supplement to the declaration of tangible personal property the assessor provides, pursuant to subdivision (1) of this subsection, for the assessment year commencing October 1, 2006, shall not reflect an alteration of the depreciation schedule that would result in an assessment increase for any such property, over the assessment of such property for the assessment year commencing October 1, 2005, and the supplement to such declaration the assessor provides for the assessment years commencing October 1, 2007, October 1, 2008, October 1, 2009, October 1, 2010, and October 1, 2011, shall not reflect an alteration of the depreciation schedule that would result in an assessment increase for any such property, over the assessment of such property for the preceding assessment year.”

Attached is a Supplemental Form to the Personal Property Declaration for October 1, 2006, together with instructions. The Supplemental Form provides for the reporting of information for manufacturing and biotechnology machinery and equipment to allow administration of the new tax phase-out program. Several members of the Connecticut Association of Assessing Officers Personal Property Committee worked on this form with staff from the Office of Policy and Management. 

Code #13 is the only category on the Supplemental Form that contains depreciation percentages. This is due to the fact that assessors use different percentages to determine residual values and may use more accelerated depreciation for biotechnology machinery and equipment. AS A RESULT, YOU MUST FILL IN THE DEPRECIATION PERCENTAGES FOR CODE # 10, CODE #15a AND #15b, ON THE SUPPLEMENTAL FORM YOU PROVIDE YOUR TAXPAYERS. 

As a reminder, the provisions of §12-63(c), as amended, do not allow you to alter depreciation schedules in a way that would increase the assessment of machinery and equipment that is subject to the new tax phase-out program, over the assessment of such property in the prior assessment year. 

Guidelines for the administration of this program will be available later this summer.
