
Five Year Exempt 
Manufacturing

Ad Valorem Division

Oklahoma Tax Commission



Introduction

 Personal Property Section
 Patty Heath, Paula Gibson, Doug Brydon

 5 Year Exempt Manufacturing



OTC Web Page

 2011 Business Personal Property Schedule
 900XM Application
 BT129 – Power of Attorney
 900XM A-B Approval/Disapproval Form

Assessor Only web site
 3 Year Payroll Affidavit
 Checklists – County and Company
 900F  Freeport

Five Year Exemption Downloads



History

 State Question Passed in 1985

 First Payout 1987

 Created to increase jobs and stimulate the Oklahoma 
economy by giving companies incentive for growth in the 
state.



Historical Reimbursement and Growth
Five-Year Exempt Manufacturing 

Reimbursements



2008 Reimbursement by Type of Property 
Ad Valorem Reimbursement Fund

Distribution
 2,273,040

 5%

Data Processing
 1,096,114

 2%

Electric Wind Generation 
3,895,002

 9%

Electric Power 
Plants 10,515,138

 23%

Traditional 
Manufacturing 

12,294,678
 27%

Large 
Manufacturing 

14,751,273
 34%







Qualifications

 $250,000 Capital Investment/Increase Payroll $250,000
 For Counties with a Population less than 75,000 based on 

the 2010 Census



Qualifications

 $250,000 Capital Investment/Increase Payroll $1,000,000
 For Counties with a Population more than 75,000 based on the 2010 

Census

 Added Payne and Rogers County



Computer Services Qualifications

 At least 80% of their annual gross revenues to an out of state 
buyer or consumer

 Increase payroll by $250,000 for any capital investment under 
$7,000,000 or

 Invest $7,000,000 in capital and maintain or increase payroll



Electric Wind Generation

 NAICS - 221119

 Increase payroll by $250,000 for any capital investment under 
$2,000,000 or

 Invest $2,000,000 in capital and maintain or increase payroll



Distribution Centers

 Initial Investment of $5 Million

 Employ at least 100 full-time employees

 Wages of 175% of the Federally Mandated Minimum Wage



Paper Products Manufacturers

 $2,000,000 or more in capital investment and payroll 
equal to 150% of the OESC average weekly wage, or

 $5,000,000 or more in capital investment in initial year 
and $5,000,000 per year in the subsequent 4 years



State Question 
766
 Effective January 1, 2013

 Intangible Personal Property

 New Page 3



7. Please indicate property owned at this facility and its value on which qualifying investment is being claimed.  
Exclude licensed/tagged vehicles. 

   (USE PAGE 6 WORKSHEET) 

  

OWNED PROPERTY ORIGINAL COST OF OWNED 
PROPERTY 

YEAR ACQUIRED OR 
CONSTRUCTED NEW OR USED 

LAND    

BUILDING       

MACHINERY & EQUIPMENT       

LEASEHOLD IMPROVEMENT       
INTANGIBLE PERSONAL 
PROPERTY*       

TOTAL INVESTMENT       

 All cost amounts rendered for machinery or leasehold must be substantiated with itemized lists, giving a 
description of the asset, original cost, and year acquired.  Please attach the additional pages to this form and 
identify as to item or question. 

 If real or personal property is leased using a lease-purchase agreement, attach a copy of the lease and indicate the 
following:  (USE PAGE 6 WORKSHEET) 

  
 *Intangible personal property is non-taxable in Oklahoma beginning January 1, 2013.  Any intangible personal 

property that is embedded in the qualifying investment amount must be itemized on page 6.  The amount calculated 
for reimbursement must not contain any intangible personal property and value. The investment amount will not be 
affected only the amount for local reimbursement.   Intangible personal property must be identified, documented, 
and valued by the applicant. The Oklahoma Tax Commission reserves the right to request any additional 
information 

8A. 
  

LEASE REAL AND PERSONAL PROPERTY 

  CONTRACT PURCHASE AMOUNT DATE OF TITLE CONVEYANCE 

LAND     

BUILDINGS     

MACHINERY & EQUIPMENT     

8A-1 Are lease payments applied to the purchase price? YES           NO           If no, explain: 
 EXPLANATION:  ___________________________________________________________________       

                                 
8B. Is the lease-purchase amount stated in the agreement? YES           NO           If yes, for what amount?       

____________________________________                          

 Note 1:  If additional space is required for this question, attach an addendum as needed.  Specifically list 
all leased machinery and equipment by description, model year, and purchase amount. 

 
 Note 2:  The filing of this application for exemption on certain exempt property does not relieve the 

applicant from the responsibility of listing all taxable property with the county assessor. 
 
 Note 3:  It will be necessary for Tax Commission personnel to examine the facilities claimed for 

exemption. 



Application Process

 Industry Applies to County Assessor before March 15

 Approval or Disapproval by County Assessor and County 
Board of Equalization 

 County submits application to Oklahoma Tax 
Commission by June 15





County Responsibility

 Receive Applications from Taxpayer by March 15.
 County Audits Applications for Completeness
 Assessor must complete Assessor’s portion of EACH

application
Original app shall be delivered to the County Board 

of Equalization for review by 4th Monday in April
 Approval/Disapproval MUST be completed by both 

Assessor and CBOE
 Complete applications must be to OTC by June 15



710:10-7-11, 12

 Examine Application

 Complete County part of Application

 Complete Approval Disapproval Form

 Application must go to CBOE by 4th Monday in April

 County Board must review application in same time and 
manner as homestead exemptions

















OTC Processing of 
Applications

 Desk Audit

 Payroll & Full-Time Employee count verified with OESC

 New applications are scheduled for physical inspection 
for qualifying assets used directly and exclusively in 
manufacturing



Tax Bill Balancing

 Separate Tax Bill for each account XM1, XM2, etc

 Real and Personal Property normally on separate 
statements – OK

 Corrections to Match

 Return Balance Sheets Signed and Dated 



710:10-7-18,19,20

 Proper Designations must be made on assessment rolls 
& tax rolls

 Send tax statements to Oklahoma Tax Commission for 
ALL accounts















Reimbursement 

November and December 2 copies of 
printouts to county assessors for verification

December Tax Statements sent to OTC
March Claim forms sent to county assessor 

for completion and signature by County Clerk
 April Claim forms submitted to Oklahoma 

Tax Commissioners for approval
 June Reimbursement sent to the County 

Treasurer – 1st payment for School Districts



Reimbursement Growth

 1986    $143,257  
 7 Counties

 9 Companies

 9 Applications

 2013   $46,289,325
 51 Counties

 149 Companies

 398 Applications



So Where does the Money 
come from?

 State Pays Exempt Portion

 Reimbursement From 1% of State Income Tax

 Disbursement
 Exempt Manufacturing

 Double Homestead

 Vegetative Buffer Strips



What Equipment Do you 
Think Qualifies?









Truck Not tagged used on site 
only for maintenance













Golf Cart used for Maintenance?



















Questions???????





SOLAR
NUCLEAR

NATURAL GAS HYDROELECTRIC





Afghanistan (900 AD) 





ROTOR











 Osage County
 Murray County 
 Choctaw County
 Kingfisher County
 Expansions possible in 
◦ Kiowa, Caddo, Custer, Roger Mills



 Canadian Hills – Canadian Co Phase I
 Novus Wind – Texas County
 Chisolm View – Garfield and Grant Counties
 NextEra – Kay County





BOAT DOCKS – HOW TO ASSESS







TYPES OF DOCKS

Lake Docks

Pond Docks

Custom Docks











WHICH DOCK

 Research shows most of docks in Oklahoma 
will be: 

Custom



DISCOVERY

 Measure
 Take Pictures
 Location
 Materials Used 

Metal, Wood, Combination



WHY????

 Personalized Docks
 Different Sizes and Shapes
 Amount of Boat Slips 
 Amount of WaveRunner Docks
 Enclosed Area with Roof
 Size of Deck
 Other Factors



ENCAPSULATED FLOTATION PRICING

Size Weight bouyancy Cu. Ft Price
12x2x3 24 327 6 98.00$   
12x2x4 30 450 8 105.00$ 
12x3x4 41 679 12 135.00$ 
12x4x4 52 908 16 165.00$ 
12x4x5 70 1165 20 180.00$ 
12x3x6 50 1050 18 195.00$ 
12x3x8 81 1390 24 235.00$ 
12x4x6 78 1362 24 220.00$ 
12x4x8 104 1816 32 285.00$ 
16x2x4 36 604 10.7 115.00$ 
16x3x4 49 911 16 145.00$ 
16x3x6 67 1373 24 215.00$ 
16x3x8 94 1822 36 265.00$ 
16x4x4 63 1217 21.3 195.00$ 
16x4x5 84 1555 26 220.00$ 

Size Weight bouyancy Cu. Ft Price
16x4x6 92 1828 32 250.00$ 
16x4x8 122 2278 42.7 310.00$ 
20x2x4 41 759 13.3 130.00$ 
20x3x4 57 1143 20 165.00$ 
20x3x6 84 1716 38 220.00$ 
20x3x8 114 2298 40 280.00$ 
20x4x4 74 1626 26.6 205.00$ 
20x4x6 105 2295 40 265.00$ 
20x4x8 143 3057 53.3 335.00$ 
24x3x4 68 1372 24 185.00$ 
24 x3x6 101 2000 36 235.00$ 
24x4x4 89 1831 31.9 225.00$ 
24x4x6 126 2754 48 305.00$ 
24x4x8 164 3680 64 385.00$ 
32x4x6 164 3680 64 455.00$ 







BOAT LIFTS

 Cantilever Boat Lift  $700- $2,200 depending on weight of 
boat

 Vertical Boat Lift $1,800 - $9,000 depending on weight of 
boat.  There are also many power features that could add 
cost

 Hydraulic Boat Lifts $6,500 – 19,000  Many power features
available

 Elevator Boat lifts $7,800 - $19,000  Used for large boats 
side mounted to a seawall

 Boat Railways/Cart and Track $1,800 - $3,200  Used to bring
boat into boathouse or up on shore















GALVANIZING 

 Most of the Docks in Oklahoma go to either 
Tulsa or SpringDale AR for Galvanizing











































































The dispute generally centers on whether or not an item is real property or 
personal property. 

The IAAO provides two tests for determining whether an item is real or
personal. 

The intention of the person who put the item in place

Remove from the real estate without damage to either
Other practical tests --

Analysis of the physical annexation of the property
Specific purpose of the property



Movable versus Affixed?

Keys?

Conveyors?

Electrical Wiring?

Concrete Flooring?

Other?



Vary from state to state

Property must first be discovered

Omissions create unfair and unintended exemption



Public School Furniture?

Furniture in the Assessor’s Office? 

Fire Department Trucks?

Software – Operational / Application? 

Inventory?



Characteristics of Operational Software:
a)Incorporated as a permanent component of the computer, machine,

equipment, etc. b) 
b)The cost is included as part of the hardware and cannot be excluded

from the purchase.

Characteristics of Application Software:
a)  Is generally added as an option to the operating system of the     
computer.
b)May not be included with the original purchase of the computer, 
c)however if it is, is usually listed separately with a separate price



Important to identify all personal property subject to taxation and having 
situs as of tax day.

Building Permits

Business Licenses

Trade Magazines

Phone Books

Personal Property Statements
The most comprehensive method available is a physical inspection or 

canvass



1. Organize prior assessment records

2. Visit site / Interview owners

3. Inquire about other owners

4. Determine if there are subtenants

5. Seek permission to tour / Make general notes

6. Estimate the square footage

7. Verify the business name, location, address and mailing address

8. Record the name of the individual interviewed, their title, the phone number and date of 

the interview for future reference



Grocery store/Convenience stores

Gas stations 

Communications  equipment

Dumpsters

News Boxes

Apartments, hotels, motels

Discovery is the single most important aspect of the administration of 
a personal property assessment program.

What assessable property may be located at?



Provides for a fair distribution of taxes

Encourages compliance

Expands the discovery of property

Audit selection process will vary as the audit program matures

As the program matures, the nature of selections may increase in complexity



Auditing can be defined as a systematic  set of 
procedures used to verify the accuracy and 

validity of the assessment.

It is important to follow prescribed steps and 
procedures for personal property audits. From 
the stages of the audit, through its completion 

the process and communications should be well 
documented.



1.  Notify property owner - Sample letter – Page 10 of handout
2.  Obtain copies of the renditions
3.  Contact the taxpayer
4.  Pre-audit preparation
5.  Interview the property owner/representative
6.  Conduct a physical inspection
7.  Review the financial records

Balance sheet – Page 13 of handout (Exhibit 1)
Depreciation schedule – Page 16 of handout (Exhibit 2)
Profit and Loss Statement – Page 18 of handout (Exhibit 3)

8.  Prepare the audit findings
9.  Notify property owner of the audit results
10. Prepare the final audit
11. Modify assessments as required/permitted



Personal property is generally deemed as a self-reporting tax system.

The value of property is based on measuring the strengths and 
weaknesses of all 3 approaches to value.

Cost approach is the method most frequently used because it provides the 
greatest degree of equity in mass appraisal.

Regular studies should be performed to maintain the integrity of the 
multiplier that is used for each fixed asset type.



Amazing Company facts:

1. Amazing Company has expensed Machinery & Equipment of 
$10,000 which was purchased in 1997.

2. Fully depreciated assets are not written off the records.

3. The computers have a shorter economic life and must be valued 
separately.

4. Vehicles are exempt from taxation.

5. Software is exempt from taxation.  (Custom and Packaged)

6. Real property is valued separately.



A friendly neighborhood bar recently sold for $300,000.  The bar is 
older and the personal property is worn and tattered.  The purchase 

price included all of the fixed assets.

A real estate appraisal for the transaction was obtained and indicated 
that the value of the building and the land was $100,000 at the time of 
sale.  Licenses and inventory are determined to be valued at $25,000.

The journal entry for the transaction was recorded as follows:

Debits
Land $ 30,000
Building $ 70,000
Inventory $   5,000
Furniture $ 45,000
Bar Equipment $150,000

Credits
Cash $30,000
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BUSINESS PERSONAL PROPERTY 
 

What is it? 
Where is it? 

What is it worth?  
 
 
 
 
 

Presented to the: 
 

Oklahoma Annual Education Conference 
August, 2013 

 
 
 
 
 
 
 
 
 

Written & Presented by: 
 

Lisa A. Hobart, ASA, PPS 
 
 
 
 
 
 



 

 

*************** 
 
 
 

This document is prepared as an outline and reference for various personal property 
topics.  Participants are encouraged to engage in discussion about issues associated with 

the definition, discovery, valuation and other topics related to personal property. 
 

As new and changing technology is introduced into the marketplace, there are new and 
changing challenges to the assessment of personal property.  The estimation of value for 
equipment relies in part on its economic life.  History of similar equipment may provide 

a foundation for determining an estimated economic life for new technology; but one 
must also consider whether the introduction of new technology renders older technology 

obsolete, and to what degree. 
 

Other challenges that personal property appraisers and auditors have include:  1) 
statutory changes related to exemptions, 2) the assessment of personal property as an 
economic tool, 3) valuation appeals related to market value, and 4) the development of 

valuation tables.  Of course, none of these issues can begin to be considered without 
completing the fundamental required tasks of discovery, identification and listing of the 

property.   
 

The assessment of personal property is consistently challenging and interesting, as it is 
forever changing.   

 
 
 

Lisa Hobart, ASA, PPS 
August 2013 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 

Topics 
 
 
 

1. What is Personal Property? 
 
2. Exemptions 
 
3. Where is Personal Property? 
 
4. Processing Personal Property Statements 
 
5. Estimating Values for Non-Filers 
 
6. Verification of the Assessment - Auditing 
 
7. What is it worth? 
 
8. Sample Problems 
 
9. Conclusion 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 

 
Section 1.  What is Personal Property? 
 
Furniture, office equipment and machinery & equipment are examples of personal 
property.  There is little dispute about these fixed assets.  Most statutes do not attempt to 
provide a comprehensive list of all assessable fixed assets, but rather define it as 
something that is not real estate.  The fixed assets are assessable unless they are 
specifically exempt. 
 
The dispute generally centers on whether or not an item is real property or personal 
property.  The International Association of Assessing Officers, in the Course 500 text 
provides two tests for determining whether an item is real or personal.  The course 
states: “Two commons tests are: the intention of the person who put the item in place, 
and whether the item may be removed from the real estate without damage to either.”  
Other practical tests for determining real property from personal property include an 
analysis of the physical annexation of the property and the specific purpose of the 
property. 
 
Discussion points: 
 
Movable versus Affixed? 
Keys? 
Conveyors? 
Electrical Wiring? 
Concrete Flooring? 
Other? 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 

Section 2.  Exemptions 
 
Exemptions vary from state to state.  Typically, schools, hospitals, religious institutions 
and government property are exempt.  Other properties may be exempted from taxation 
legislatively. 
 
The determination of an exemption can only be made if the property is discovered.  This 
is a basic concept with broad meaning.  Omissions from an assessment roll create an 
unfair and unintended “exemption”. 
 
Discussion points: 
 
Public School Furniture? 
Furniture in the Assessor’s Office? 
Fire Department Trucks? 
Software – Operational / Application? 
Inventory? 
 
 
 
 
 
 
 
 
 
Characteristics of Operational Software: 
 
a)  Incorporated as a permanent component of the computer, machine, equipment, etc. 
b)  The cost is included as part of the hardware and cannot be excluded from the 

purchase. 
 
 
Characteristics of Application Software:  
 
a)  Is generally added as an option to the operating system of the computer.  The 

software may be “boxed” such as Microsoft Office. 
b)  May not be included with the original purchase of the computer, however if it is, is 

usually listed separately with a separate price. 
     
 
 
 
 
 



 

 
Section 3.  Where is Personal Property? 
 
It is important for the assessing officer to identify all personal property subject to 
taxation and having situs as of tax day.   
 
There are numerous resources available to assessing officers to discover where personal 
property is within the municipalities they assess.  Some of those resources include: 
 
Building Permits 
Business Licenses 
Trade Magazines 
Phone Books 
Personal Property Statements  
Other? 
 
 
 
 
 
 
 
The most comprehensive method available to assessing officers is a physical inspection 
or canvass.  The assessing officer must be extremely knowledgeable about the businesses 
and property they are required to assess.  It will be useful and beneficial for the 
assessing officer to organize existing information before the field work begins.  There are 
basically 8 steps in a canvass.  They are: 
 
1.  Organize prior assessment records.  The foundation for future discoveries is based on 

what is already known.  Geographic areas, roads, routes or street order is 
recommended. 

 
2.  Visit each site or parcel and interview the property owner and/or business owner. 
 
3.  Inquire whether there is any property in their possession owned by others.   
 
4.  Determine whether there are any subtenants at the location. 
 
5.  Seek permission to tour the premises to observe the property.  Make general      notes 

about the business type, assets and quantity to use as a comparison to a subsequent 
assessment of the property.  

 
6.  Estimate the square footage of the property to help in the event the owner of the 

property fails to file a personal property statement. 
 



 

7.  Verify the business name, location, address and mailing address. 
8.  Record the name of the individual interviewed, their title, the phone number and date 

of the interview, for future reference. 
 
Discussion points:  What assessable property may be located at? 
 
Grocery stores, convenience stores 
Gas stations 
Communications equipment 
Dumpsters 
News Boxes 
Apartments, hotels, motels 
Other? 
 
 
 
 
 
 
Discovery is the single most important aspect of the administration of a personal 
property assessment program.  The assessing officer cannot begin to value property that 
we do not know exists.  The population of personal property within a municipality 
continually changes.  Property may be moved, disposed of, sold, idled, purchased, etc.  
Therefore, an annual canvass is necessary to complete an accurate assessment roll. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 

4.  Processing Personal Property Statements 
 
Property owners are required to file annual personal property statements.  However, not 
all property owners are compliant.  Estimating values for non-filers will be discussed in 
Section 5 of this presentation. 
 
The personal property appraiser/auditor should carefully consider the data on the 
personal property statement prior to estimating the assessment for the property.  
Although there are frequently statutory remedies for incorrectly reported statements, it 
may be labor intensive and could possibly be avoided by validating the statement when it 
is received for accuracy.  
 
Unless legislatively restricted, the personal property appraiser/auditor is not required to 
accept a personal property statement as filed.  Adjustments should be made, as 
necessary to ensure that the property is assessed at the appropriate level of assessment.  
This process increases the reliability on a fair and equitable personal property 
assessment roll.  
 
There are 3 primary reviews that should be performed by the personal property 
appraiser/auditor before calculating the assessment for the property.  They are: 
 
1. Compare the current year statement with the prior year statement. 
2. Compare the current year statement with the property canvass notes. 
3. Compare the current year statement with prior personal property audits. 
 
  
1.  Prior year statement review 
 
The current year and prior year statement should be reviewed and compared in their 
entirety.  Specific areas of review include: 
 
A. Is the total original cost the same or higher than the prior year total original cost?  
 
 With a going concern it is reasonable that original costs would increase from year 
 to year.  Costs can decline if older equipment is replaced with newer less 
 expensive equipment.  Costs can also decline if there is a change in the business 
 itself.  For example, during the recent economic decline, many companies  
 changed their business model and downsized to stay in business and meet the 
 current customer demand. 
 
B. Are original costs for older assets reported on the current year statement? 
 
 It is important to determine that if older assets are removed from the current 
 year due that is it as a result of an asset disposal as opposed to being written off 
 as a full depreciated asset.  A fully depreciated asset is an asset whose 



 

 accumulated depreciation is equal to its cost.  Fully depreciated assets continue to 
 be assessable if they have situs as of tax day, and not specifically exempted by 
 statute. 
 
 If original costs for older assets are as a result of an asset disposal, the personal 
 property appraiser/auditor should examine the statement to determine if 
 replacement assets were acquired for the current year. 
 
C. Other Reviews: 
 
 
 
 
 
 
2.  Property canvass notes 
 
The personal property appraiser/auditor should read the current year canvass notes to 
determine consistency with the current year statement.  Key areas of review include: 
 
A.   Ascertain if there was leased equipment at the site on the field canvass notes.  If 
 yes, does the statement include a reporting of the leased equipment? 
 
B. Ascertain if the field canvass notes indicated a reduction or expansion with the 
 business enterprise?  If there has been a change is it consistent with the personal 
 property statement that was filed? 
 
C. Other reviews: 
 
 
 
 
 
 
 
3.  Prior personal property audits 
 
The current year personal property statement should be compared with any audits that 
have been conducted in the past.  Most municipalities do not audit property owners 
annually; therefore the audit you are comparing to the current statement could range 
from a few years old to several years old.   
 
The purpose of the comparison is to ensure the any deficiencies discovered during the 
course of the prior audit have been properly reported on the current year statement. 



 

A. If older assets were removed from the audited costs, were they replaced with new 
 purchases? 
 
B. Has there been a transfer of ownership of the business property? 
 
C. Has the property owner declared bankruptcy? 
 
D. Did the property owner(s) change the organizational structure of the business?  
 For example, did they change from a partnership to a corporation? 
 
E. Were there any statutory changes that occurred subsequent to when the audit 
 was conducted that would have changed the results of the audit?  
 
F. Other reviews: 
 
  
 
 
 
 
 
 
  
 
    
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 

5.  Estimating Values for Non-Filers 
 
Not all property owners complete and file an annual personal property statement.  
However, the property is still subject to taxation.  The personal property 
appraiser/auditor must develop and use resources to provide a process of estimating 
assessments that is fair and equitable.  It is important that there are not multiple levels 
of assessment, i.e. one for property owners that file, and another for those that do not file 
a statement. 
 
There are 2 primary methods of developing estimates for non-filers of personal 
property.  They are: 
 
1. A Physical Appraisal Method 
2. Value per Square Foot Method 
 
 
1. The Physical Appraisal Method 
 
The physical appraisal method is labor intensive.  While it is a valid process, it will most 
likely have limited use for large numbers of properties.  The physical appraisal method 
requires the appraiser/auditor to: 
 
A. Identify and fully describe each asset having situs on tax day. 
B. Estimate the Effective Age of the personal property. 
C. Consider all 3 approaches to value. 
D. Estimate the Replacement Cost New, if the Cost Approach is selected. 
E. Estimate the value and assessment. 
 
2.  Value per Square Foot Method 
 
The Square Foot Method determines an estimated value per square foot for similar 
businesses.  For example: 
 
 There are 15 comparable retail stores within a shopping mall.  Of the 15 retail 
 store, 10 file accurate personal property statements.  The value per square foot of 
 the 10 comparable retail stores is as follows: 
 
 
 
 
 
 
 
 
 



 

Exercise – Estimating Value 
 
 
 

     Effective Age/ 
  Personal Propert  Square Footage Value (Rounded) 

 Store  Market Value   of business  Per Sq. Ft.  Condition 
 

1  $800,000   10yrs / 4500sf  $175   Excellent 
 
2  $250,000   5yrs / 2500sf  $100   Average 
 
3  $80,000   15yrs / 1000sf  $80   Average 
 
4  $42,000   25yrs / 1000sf  $42   Poor  
 
5  $680,000   12yrs / 4000sf  $170   Excellent 
 
6  $40,000   10yrs / 1000sf  $40   Poor   
 
7  $112,500   2yrs / 1500sf  $75   Average 
 
8  $198,000   3yrs / 2200sf  $90   Average 
 
9  $500,000   10yrs / 5000sf  $100   Average 
 
10  $125,000   3yrs / 2500sf  $50   Poor 
 
The 5 properties that require the personal property appraiser/auditor to estimate value are as 
follows: 
 
1  ____________  10yrs / 3500sf  ____________ Average 
 
2  ____________  3yrs / 1500sf  ____________ Average 
 
3  ____________  10yrs / 3000sf  ____________ Excellent 
 
4  ____________  10yrs / 1200sf  ____________ Poor 
 
5  ____________  15yrs / 1500sf  ____________ Average 

 
Please fill in the blanks with your best “estimate” of value. 

 
 
 



 

Possible Solution: 
 

The 5 properties that require the personal property appraiser/auditor to estimate value are as 
follows: 
 
1  $315,000   10yrs / 3500sf  $90   Average 
 
2  $112,500   3yrs / 1500sf  $75   Average 
 
3  $525,000   10yrs / 3000sf  $175   Excellent 
 
4  $50,400   10yrs / 1200sf  $45   Poor 
 
5  $120,000   15yrs / 1500sf  $80   Average 

 
 

 
 

 
Comments: 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 

Section 6.  Verification of the Assessment – Auditing 
 
Auditing is a method of verifying the accuracy and validity of the assessment and/or 
personal property statements.  Auditing can be used to verify the estimated assessment 
that was placed on property when a statement either was not filed, or not filed 
accurately.  Auditing can also be used to verify that the statement filed that was used as 
the basis of the assessment did not contain errors.  Auditing improves the quality of the 
assessment roll.  Auditing: 
 
1.  Provides for a fair distribution of taxes 
 
2.  Encourages compliance 
 
3.  Expands the discovery of property 
 
 
 
 
 
 
The audit selection process will vary as the audit program in a municipality matures.  
For example if a community has performed routine audits in the past and the auditors 
do not have extensive experience, then it would be prudent to audit a variety of 
properties including offices, gas stations, retail stores, etc. that are less complex.  These 
types of properties can be used as a comparable property of other similar property types 
with the community to establish equity. 
 
As the audit program matures, the nature of the audit selections may increase in 
complexity.  These may include large commercial facilities, industrial plants and unique 
properties. 
 
Properties that are typically included in the audit selection are: 
 
1.  Business property that is “new” in a municipality and the business owner                       

fails to file a personal property statement. 
 
2.  Business property that is “new” to the municipality and the business            

owner fails to file an accurate statement.  The assessor should compare the       
statement filed for a new business with the notes from the observations            
may during the discovery of the property, specifically the canvass.   

 
3.  Business property that is “new” to the municipality and files a statement           

that is deemed to be reliable may be audited in its second or third year of          
business. 



 

4.  A business that has increased significantly in assessed value may be          
selected for an audit.  The increase could be reflective of an accounting         
change as opposed to a change in the fixed assets. 

 
5.  A business that has a significant reduction in assessed value may be         

selected for audit.  As stated in item #4, the reduction could be reflective         
of an accounting change as opposed to a change in the fixed assets. 

 
6.  Data for valuation studies and economic life studies may be obtained by         

conducting audits on similar property types. 
 
7.  The scope of the audit may include all locations subject to taxation within         

the municipality. 
 
 
 
 
 
 
The comprehensive list of potential audits should be reviewed to ensure that the scope of 
work can be accomplished within the time restrictions of the assessor’s office and the 
current skill set of the staff.  Continuing education should be an integral part of the 
assessor’s office.   
 
Auditing can be defined as a systematic set of procedures used to verify the accuracy and 
validity of the assessment.  It is important to follow prescribed steps and procedures for 
personal property audits.  From the stages of the audit, through its completion the 
process and communications should be well documented. 
 
Listed below are the basic steps in a personal property audit program: 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 

1.  Notify the property owner of the audit. 
 

Sample Letter: 
 
 Dear Property Owner: 
  
 In accordance with the General Property Tax Laws of the State, the assessor’s office 

is annually engaged in the study of Personal Property valuation.  Therefore, to 
ensure that all taxpayers have been equitably assessed, it is necessary to verify the 
Personal Property Statements they were required to file. 

 
 (Fill in) Auditor’s Name, auditor for the personal property division, will be present 

at your place of business in (fill in) City on (fill in) Date. 
 
 Please have the necessary records available, including depreciation schedules, 

general ledgers, balance sheets, income statement and supporting  journals, so that 
the auditor can establish the original cost and year of acquisition and installation of 
all assets at this location as of December 31, (fill in) Year. 

 
 Sincerely,   (fill in) Name 
  
2.  Obtain copies of the personal property renditions.  The auditor should have copies of 

statements for all tax years being audited (if they exist). 
 
3.  Contact the taxpayer by telephone to confirm the audit date and time.  (Optional)   
 If the audit is large and/or complex, the auditor may confirm the audit date and time 

to maximize productivity. 
 
4.  Pre-audit preparation. 
 
 a) Review the filing history of the property owner. 
 b)  Obtain copies of any prior audits to use as a resource and reference. 
 c) Review canvass notes for past several years. 
 d) Check for any recent building permits. 
 e) Review assessor’s records for any documents relative to the property   

 owner’s assessment.  (leased equipment, planning department action,   
 zoning issues). 

 f) Determine the year the business started and incorporated.  Determine  
 if the assets were re-booked at the time of incorporation. 

 g) Determine if the business was new or purchased as an on-going   
 business.  Were the assets purchase used? 

 
 
 
 
 



 

5.  Interview the property owner or representative. 
 

 a) Does the company record sales tax, freight and installation as part of   
 the cost new of a fixed asset? 

 b) Does the company write off fully depreciated assets? 
 c) Does the company records all equipment repairs as an expense? 
 d) Does the company record physical disposals of property? 
 e) Does the company have property that was located in another    

 municipality on tax day? 
 f) Ask about the capitalization policy and expense policy. 

 
Discussion Points: 
 
“Minimum Costs” 
Section 179 Assets 
 
  In 1981 the Economic Tax Recovery Act permitted taxpayers to  
  expense fixed assets, with certain limitations and restrictions.  The  
  expense schedule is as follows: 
 
  Year     Allowable Amount    
 
  1982-1986    $5,000 
  1987-1992    $10,000 
  1993-1995    $17,500 
  1996-1997    $18,000 
  1998     $18,500 
  1999     $19,000 
  2000     $20,000 
  2001-2002    $24,000 
  2003     $100,000 
  2004     $102,000 
  2005     $105,000 
  2006     $108,000 
  2007     $125,000 
  2008     $128,000 
  2009     $128,000 + COLA 
  2010     $128,000 + COLA 
  2011     $25,000 
 
 
 
 
 
 



 

6.  Conduct a physical inspection.  Record a list of the fixed assets at the site.  Select 
specific assets as samples.  Samples should include: 

  
 a) Older assets that are most likely fully depreciated to verify that they   

 remain on the fixed asset schedules of the company. 
 b) Complex assets that most likely involved installation costs.  Examine   

 the invoice to determine if installation was included in the capitalized   
 costs. 

 c) Lower cost items to verify the expense / capitalization threshold. 
 d) Machines that may have been modified to rebuilt to determine if those  

 costs were capitalized. 
 e) Other? 
 
 
 
 
 
 
7.  Review the financial records.  The basic accounting records for review should 

include: 
 
 a)  A Balance Sheet for all relevant dates. (See Exhibit 1) 
 b) Depreciation Schedules. (See Exhibit 2) 
 c) Income & Expense Statements.  (See Exhibit 3) 
 d) Receipts 
 e) Tax Returns 
 f) Journal Entries 
 g) Other? 
 
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 



 

Exhibit 1 
 

BALANCE SHEET
Name:

Address:

DEBIT CREDIT

ASSETS LIABILITIES AND NET WORTH

CURRENT ASSETS CURRENT LIABILITIES

Cash on Hand Accounts Payable (Net Due)

Bank Balances Accounts Payable (Past Due)

Marketable Securities

Accounts Receivable - Customers Notes Payable - Banks

     Accounts - Current Notes Payable - Merchandise

     Accounts - Past Due Notes Payable - Other

Total Reserve - Federal Taxes

Less Reserves Reserve - Other Taxes

Notes Receivable - Customers

ACCRUED EXPENSES

INVENTORY Salaries & Wages

     Raw Material

     Work in Process

     Finished Stock   

     Supplies

Total Current Liablilities

OTHER CURRENT ASSETS

Mortgage Payable

Long Term Notes

Total Current Assets

FIXED ASSETS

Land TOTAL LIABLILITIES

Buildings

Furniture & Fixtures NET WORTH

Captial Stock

Machinery & Equipment Preferred

Common

Paid in or Capital Surplus

  Total Retained Earnings

  Less Depreciation

OTHER ASSETS

Loans and Advances

  Total

Prepaid Expenses   Less Treasury Stock

  Stockholders Equity 

     NET WORTH  
 

 
 
 
 
 
 



 

 A balance sheet is an accounting report prepared as of a specific date.  They may be 
prepared quarterly or at a minimum, annually.  The balance sheet should be prepared 
by the accountant or another qualified individual, so that it is easily understood and 
accurately reflects the categories of: 

 
1.  Assets 

 2.  Liabilities 
 3.  Net Worth 
 
 Assets may be classified in several broad categories.  These are typically current assets, 

investments, fixed assets and intangible assets. 
 
 Current assets are cash accounts or accounts that can be easily converted to cash.  

Petty cash, savings accounts and checking accounts are current assets.  Other current 
assets may include accounts receivable, inventories and prepaid expenses.  Assets 
classified as investments generally include holdings of stock and bonds. 

 
 The fixed asset section of the balance sheet is the primary area of focus for the 

personal property auditor.  The fixed asset section contains accounts for land, 
buildings, furniture & fixtures, machinery & equipment, computers and vehicles.  
Generally Accepted Accounting Principles (GAAP) provide approved methods for 
accountant’s record keeping.  It is common practice for accountants to capitalize assets 
at cost, or an allocated used purchase price. 

 
 Intangible assets include goodwill, patients, copyrights, and similar non-physical items 

with value.  Goodwill is the value attributed to a business in part, based on name 
recognition.  It is the value of the business over the value of the tangible assets, 
sometimes referred to as the “blue sky”.    

 
 Liabilities are generally classified in 2 categories.  They include: 
 
 1.  Short term liabilities 
 2.  Long term liabilities 
 

Short term liabilities include accounts payable, reserves for payroll, accrued wages 
and other obligations that are intended to be paid in the near future.  Long term 
liabilities include items such as mortgages and notes payable that generally require 
several years for payment.  
 
Net Worth is the section of the balance sheet that represents equity or capital.  It may 
be identified as capital stock, common stock and retained earnings.  Capital other than 
stock should be identified as paid in capital and/or retained earnings. 
 
 
 



 

Exhibit 2 
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The Depreciation Schedule is used by accountants to calculate the measured expense to 
be taken with a certain revenue period.  The matching principle or theory in accounting 
requires that expenses are to be recognized in the same period in which revenues are 
earned.  This period is generally one year.  A machine deemed by the Internal Revenue 
Service (IRS) as having a life of 5 years, much be depreciated over that 5 year period, 
and cannot be taken in a single year, exclusive of Section 179 assets and other specific 
exceptions. 
 
The accountant measures the assets life by the standards allowed by the IRS.  Rapid 
write off periods are frequently used, generally for economic reasons.  A rapid write off 
creates a greater expense, which reduces net income in the same accounting period, 
therefore reducing the business’ income tax liability. 
 
 
 
 
 
 
 
     

 
 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 

Exhibit 3 
PROFIT AND LOSS STATEMENT

YEAR TO DATE
INCOME: MONTH OF 19

Sales $ $

   Total Income $ $
COST OF SALES:

Inventory to Begin $ $
Merchandise Purchased

   Total $ $
   Less Inventory at End
   Cost of Sales $ $
   GROSS PROFIT $ $

EXPENSES:
Advertising $ $
Auto & Trucks
Bad Debts
Depreciation
Discounts and Allowances
Freight, Express, Delivery
General and Miscellaneous
Heat, Light, Power and Water
Insurance
Interest
Laundry and Cleaning
Legal and Accounting
Office Expense, Printing and Postage
Repairs
Rent
Supplies
Salaries and Wages - Employees
                              - Officers
Taxes: F.I.C.A.
           General
           State Sales
           Unemployment
Telephone and Telegraph
Travel and Entertainment

   Total Expenses $ $
   Net Operating Profit or Loss

OTHER INCOME
Total

OTHER EXPENSES
          TOTAL NET PROFIT or LOSS $ $

 



 

 
An Income Statement is a document prepared at the end of the financial period, 
usually annually.  The income statement provides a summary of revenues and 
expenses. 
 
All sources of income and revenue are listed for the accounting period.  The costs of 
goods sold are deducted from the total revenues resulting.  A positive number is 
gross profit and a negative number is loss. 
 
Specific expense accounts may require careful review by the personal property 
auditor.  Accounts for consideration include: 
 
1.  Depreciation expense 
2.  Freight & Delivery expense 
3.  Repair expense 
4.  Rental expense. 
 
The Depreciation Expense account may include section 179 assets, which is permitted 
for income tax purposes.  However, unless specifically exempted from property taxes, 
Section 179 assets are assessable. 
 
Freight & Delivery expenses may include costs incurred by the property owners for 
installing fixed assets or service charges for the delivery of fixed assets.  Unless 
specifically exempted by statute, all costs associated with placing a property into 
service are subject to taxation. 
 
The Repairs expense account should include items of an incidental nature intended 
to keep the machinery and equipment in efficient operating condition.  If the repair 
expense prolonged the economic and useful life of the fixed asset, the expense may 
more appropriately be considered an assessable improvement to the fixed asset. 
 
The Rent expense account may include payments to others for property having situs 
in the assessment jurisdiction.  Rental property having situs as of tax day should 
appear on the assessment roll, unless specifically prohibited by statute. 
 
 
 
 
 
 
 
 
 
 
 



 

8.  Prepare the audit findings.  It is important for the auditor to document the review 
and analysis of the financial records that were used to determine the assessable fixed 
assets.  The documentation should be recorded in an organized way and is called an 
“Audit Trail”.  An Audit Trail is illustrated below: 

 
 Balance Sheet as of December 31, 2007 
 
 Computers       $178,500 
  Deduct exempt software:   
   2005     $40,000 
   2006    $15,000 
   2007    $10,000  -$65,000 
  Add Section 179-Hardware: 
   2007    $25,000  +$25,000 
 Total Assessable Computers     $138,500 
 
 The audit trail documentation should be developed and maintained for each fixed 

asset account. 
 
9.  Notify the property owner of the audit results.  Send a copy of the proposed audit to 

the property owner.  Indicate whether or not the results will change the current 
and/or prior year’s assessment and taxes.  Encourage the property owner to notify 
the auditor within a certain timeframe with any disputes they may have.  

 
10. Prepare the final audit report.  Review any information that the property owner may 

have submitted regarding the proposed audit findings.  Modify the audit if necessary 
and finalize the documents. 

 
11.  Modify assessments as required and/or permitted by statute. 
 
 
 
 
 
 
 
 
  
 
 
 
 
 
 
 



 

Section 7.  What is it Worth? 
 
Most states and municipalities require the owners of assessable personal property to file 
a personal property statement.  The statement may be used as the basis of the 
assessment.  Personal property is generally deemed as self-reporting tax system.  The 
assessing officer does not comparable sales to consider in the valuation of the property 
or other relevant data and therefore relies on the self-reporting system.   
 
The self-reporting system typically requires the reporting of asset type by year of 
installation.  Assessing officers generally rely on prescribed composite multipliers to 
estimate the market value of the fixed assets.  That is the assessing officer multiplies the 
original cost by the composite multiplier to estimate market value.  The multipliers are 
designed to determine the assets reproduction/replacement cost new and provide for 
depreciation.  This is the theory of the cost approach. 
 
The cost approach is one of 3 approaches to value.  The other 2 are the sales comparison 
approach and the income approach.  Should the assessor rely on just the cost approach 
to estimate market value?  No, there all 3 approaches to value that should be considered.  
The value of property is based on measuring the strengths and weaknesses of all 3 
approaches. 
 
The cost approach is the method most frequently used because it provides the greatest 
degree of equity in the mass appraisal of personal property. 
 
The sales comparison approach can be a strong method however; it is rarely used in 
mass appraisal of personal property because of the limitation of quality sales data.  
Transfers of ownership of personal property may not require any deed recordings.  
Sales of entire businesses may include real property, intangibles, inventory and personal 
property.  It would be difficult to extract the value of only the assessable property from 
the total selling price. 
 
The income approach may be useful in valuing personal property in which an income 
stream can be developed.  However, the assessor may not be able to perform this 
analysis for all asset types. 
 
For self-reporting personal property statements, the cost approach, using a series of 
multipliers or composite multipliers typically provides the most equitable, uniform and 
reliable measure of market value.  However it is equally as important to maintain the 
accuracy of the prescribed multipliers.  Regular studies should be performed to 
maintain the integrity of the multiplier that is used for each fixed asset type. 
 
 
 
 
 



 

Section 8.  Sample Problems 
 

PROBLEM #1 
 

AUDITING - A HANDS ON EXAMPLE 
 

 
 
Personal Property Audit for Amazing Company 

As of 12/31/97 
 
 
 
 
AMAZING COMPANY FACTS: 
 

1. Amazing Company has expensed Machinery & Equipment of $10,000 
which was purchased in 1997. 

 
2. Fully Depreciated Assets are not written off the records. 

 
3. The computers have a shorted economic life and must be valued 

separately. 
 

4. Vehicles are exempt from taxation. 
 

5. Software is exempt from taxation.  (Custom and Packaged) 
 

6. Real property is valued separately. 
 
 
 
 
 



 

FIELD OBSERVER
AUDITOR

DATE OF LETTER:
DATE OF APPOINTMENT
RESCHEDULED INFO:
DATE OF REFERRAL

UNKOWN

CORPORATION

COMMERCIAL PARTNERSHIP

LOCATION OF RECORDS INDUSTRIAL INDIVIDUAL

ATTENTION:

Company Name

Address

City and Zip Code

Accountant's Telephone

CVT

Type of Business  _____________________________________________________________________________ Estab. Code ____________ Date Inc. __________

Other Locations    _________________________________________________________________________________________________ Year Bus. Started _______

YEAR COMPUTER MACHINERY & FURN, FIX TOTAL % VALUE
PCH'D EQUIPMENT EQUIPMENT & SIGNS BY ASSESSOR

PRIOR

TOTAL

    TOOLS, DIES, JIGS                 COST N/B/V   

OTHER

PERSONAL

PROPERTY

Form 4562-Sec-179 Expensed Assets

Construction in Progress

Other Business at this Location:

EQUIPMENT OTHER APPR VALUE TRUE CASH VALUE

FILED EXEMPTION

AUDIT NET TOTAL

Notes ASSESSED VALUE

RATIO

Reason for Differences SOURCE

Information By: Business Phone:



 

BALANCE SHEET
Name: Amazing Company

Address:

Date December 31 2001

ASSETS LIABILITIES AND NET WORTH

CURRENT ASSETS CURRENT LIABILITIES

Cash on Hand 2,000 00 Accounts Payable (Net Due) 35,000 00

Bank Balances 70,000 00 Accounts Payable (Past Due)

Marketable Securities

Accounts Receivable - Customers Notes Payable - Banks

     Accounts - Current 23,000 00 Notes Payable - Merchandise 75,000 00

     Accounts - Past Due Notes Payable - Other

Total 23,000 00 Reserve - Federal Taxes

Less Reserves Reserve - Other Taxes

Notes Receivable - Customers

23,000 00 ACCRUED EXPENSES

INVENTORY Salaries & Wages 90,000 00

     Raw Material 31,000 00

     Work in Process 90,000 00

     Finished Stock   

     Supplies

31,000 00 Total Current Liablilities 200,000 00

OTHER CURRENT ASSETS

Mortgage Payable 125,000 00

Long Term Notes 40,000 00

Total Current Assets 126,000 00

FIXED ASSETS

Land 75,000 00 TOTAL LIABLILITIES 365,000 00

Buildings 222,200 00

Furniture & Fixtures 99,502 18 NET WORTH

Captial Stock

Machinery & Equipment 1,161,431 00 Preferred 324,000 00

Common 225,000 00 549,000 00

Paid in or Capital Surplus

  Total 1,558,133 18 Retained Earnings 112,237 07

  Less Depreciation 662,296 11 995,837 07

OTHER ASSETS

Loans and Advances

  Total 661,837 07

Prepaid Expenses 5,000 00   Less Treasury Stock

  Stockholders Equity 



 

Amazing Company
Furniture & Fixtures

1 OF 3

1 3

Date Life
Description Acquire Yrs Cost

1 IBM TYPEWRITER   sold 4/86 Nov-79 10 1,429.48
2 COPIER Jul-80 10 3,300.00
3 DESK Mar-81 10 250.00
4 EXEC CHAIR Mar-81 10 325.00
5 TIME CLOCK Mar-81 10 150.00
6 EXEC DESK & CHAIR Aug-82 10 900.00
7 2 FOUR-DR FILES Nov-82 10 275.00
8 WAITING RM CHAIRS Nov-82 10 400.00
9 VICTOR CALCULATOR Nov-82 10 275.00

10 CHAIRS-MEETING RM Nov-82 10 185.00
11 GE REFRIGERATOR Feb-83 10 600.00
12 IBM TYPEWRITER Jul-83 10 1,600.00
13 SHARP COPIER Jul-83 8 4,500.00
14 SEC DESK & CHAIR Oct-84 10 300.00
15 STEREO SYSTEM Oct-84 5 225.00
16 SEC DESK Apr-86 10 475.00
17 IBM TYPEWRITER Apr-86 10 2,500.00
18 STENO CHAIR Apr-86 10 189.00
19 TWO-DR FILE CAB Apr-86 10 125.00
20 CALCULATOR Apr-86 10 130.00
21 COMPUTER Oct-86 10 6,300.00
22 PRINTER Oct-86 10 2,200.00
23 SOFTWARE Oct-86 10 5,000.00
24 SOLD TYPEWRITER Apr-86 (1,429.48)
25 CHECK PROTECTOR May-89 5 150.00
26 OFFICE EQUIP Feb-90 5 3,740.00
27 IBM COMPUTER May-90 5 7,500.00
28 PRINTER May-90 5 1,700.00
29 XEROX COPIER Jul-91 5 1,732.68
30 CONFERENCE TABLE Jun-92 5 187.62
31 OFFICE CURTAINS Jul-92 5 550.00
32 COMPUTER SOFTWARE Jul-92 5 4,556.40
33 COMPUTER Apr-90 5 6,200.00
34       BALANCE 12/31/92 56,520.70
35

36  



 

Amazing Company
Furniture & Fixtures

2 OF 3

1 3

Date Life
Description Acquire Yrs Cost

1 BBF 56,520.70
2 HIGH BACK CHAIR Sep-93 5 223.48
3 5 CHAIR MATS Sep-93 5 275.00
4 3 FOLDING TABLES Sep-93 5 159.00
5 3 STORAGE CABINETS Sep-93 5 400.00
6 WALNUT CREDENZA Sep-93 5 304.00
7 PHONE SYSTEM Sep-93 5 3,200.00
8 COMPUTER SYSTEM Dec-93 5 12,000.00
9      BALANCE 12/31/93 73,082.18

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

30

31

32

33

34

35  



 

Amazing Company
Furniture & Fixtures

3 OF 3

1 3

Date Life
Description Acquire Yrs Cost

1 BBF 73,082.18
2 DRAFTING TABLE Mar-94 5 1,500.00
3 OFFICE FURN (NEW OFF) Mar-94 5 6,200.00
4 PHONE SYST (CONF RM) May-94 5 3,000.00
5 TABLES CHAIRS TV (CONF RM) Jul-94 5 2,800.00
6 IBM TYPEWRITER Aug-94 5 1,800.00
7 CHAIR Aug-94 5 500.00
8 COMPUTER SOFTWARE Nov-94 5 10,000.00
9 3 HIGH-BACK CHAIRS Dec-94 5 620.00

10      BALANCE 12/31/94 99,502.18
11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

30

31

32

33

34

35



 

Amazing Company
Machinery & Equipment

1 OF 2

1 3

Date Life
Description Acquire Yrs Cost

1 BRIDGEPORT #4656721 May-79 10 65,000.00
2 GRINDER #632140 May-79 10 21,200.00
3 HI-LO Apr-80 5 3,500.00
4 WELDER W/ FOOT CONTROL Apr-80 5 1,200.00
5 DRILL PRESS Oct-80 10 11,000.00
6 SLIP ROLL FORMING MACH Jan-82 8 10,562.00
7 GMC TRUCK Mar-82 5 15,000.00
8 PRESS Oct-82 10 22,000.00
9 EQUIPMENT Oct-84 10 32,000.00

10 COMPRESSOR Oct-84 5 3,000.00
11 BRIDGEPORT #493811 Oct-84 10 62,000.00
12 PRESS Dec-84 10 15,000.00
13 JAPAX MACHINE Feb-85 10 102,000.00
14 WIRING FOR MACHINE Feb-85 10 3,300.00
15 PRESS Oct-85 10 12,000.00
16 MACHINE PRESS Mar-87 7 15,000.00
17 SHEARING MACHING Mar-87 7 9,100.00
18 ELECTRIC EYE BURNER Apr-87 10 12,100.00
19 MACHINE PRESS Sep-88 7 5,000.00
20 EDM MACHINE May-89 10 10,000.00
21 PRESS Sep-90 5 5,000.00
22 PRESS BREAK Sep-91 10 32,052.00
23 BAND SAW Dec-91 5 4,270.00
24 HOIST Dec-91 5 1,227.00
25 HOIST Apr-92 5 4,270.00
26 MIG BURNER Dec-92 5 6,200.00
27 MIG BURNER Jan-93 5 3,450.00
28 MIG BURNER Sep-92 5 1,000.00
29 PRESS & PIT Apr-93 5 72,000.00
30 SPECTRUM MOD 600 CO LASER Aug-93 5 145,000.00
31 BRDGEPRT WIRECUT MOD LUX3 Dec-93 5 75,000.00
32      BALANCE 12/31/93 779,431.00
33

34

35



 

Amazing Company
Machinery & Equipment

2 OF 2

1 3

Date Life
Description Acquire Yrs Cost

1 BBF 779,431.00
2 CONTINENTAL CRANE Jan-94 5 22,000.00
3 800 TON HAMILTON PRESS Jan-94 10 100,000.00
4 PRESS FOUNDATION Jan-94 5 7,000.00
5 WIRING & INSTALL PRESS Jan-94 5 4,200.00
6 HYDRO PRESS 8000 Feb-94 10 54,000.00
7 HI-LO #4100 Mar-94 5 3,500.00
8 FORD STAKE 3 TON FLATBED Jun-94 5 18,000.00
9 CRANE DELIV & INSTALL Jan-94 5 4,300.00

10 FORD LINCOLN TOWN CAR Sep-94 5 28,000.00
11 BRIDGEPORT PRESS Nov-94 10 85,000.00
12 IBM COMPUTER W/ PRNTR Dec-94 5 56,000.00
13      BALANCE 12/31/94 1,161,431.00
14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

30

31

32

33

34

35



 

 
Audit Trail 
 
12/31/97 
 
Total Furniture & Fixtures        $99,502 
 
Less:   ‘86 Computer 6,300 

‘86 Computer 2,200 
‘86 Exempt Software 5,000 
‘90 Computer 7,500 
‘90 Computer 1,700 
‘92 Exempt Software 4,556 
‘90 Computer 6,200 
‘93 Computer  12,000 
‘94 Exempt Software     10,000    -55,456 

 
Total F & F  $44,046 

 
Total Machinery & Equipment        $1,161,431

  
 

Plus:  ‘97 Expensed M & E 10,000 
Less:  ‘92 Licensed Vehicle 15,000 

‘94 Licensed Vehicle 18,000 
‘94 Licensed Vehicle 28,000 
‘94 Computer Equipment 56,000            -107,000 

 
Total M & E        $1,054,431

  
 
Total Computer Equipment 
 
Plus:  Balance from F & F 35,900 

 Balance from M & E 56,000 
 

Total C/E  $91,900 
 
TOTAL PERSONAL PROPERTY REPORTED         $1,190,377 
 
 
 
 

 
 



 

FIELD OBSERVER
AUDITOR

DATE OF LETTER:
DATE OF APPOINTMENT
RESCHEDULED INFO:
DATE OF REFERRAL

UNKOWN

Amazing Company CORPORATION

COMMERCIAL PARTNERSHIP

LOCATION OF RECORDS INDUSTRIAL INDIVIDUAL

ATTENTION:

Company Name

Address

City and Zip Code

Accountant's Telephone

CVT

Type of Business  _____________________________________________________________________________ Estab. Code ____________ Date Inc. __________

Other Locations    _________________________________________________________________________________________________ Year Bus. Started _______

YEAR COMPUTER MACHINERY & FURN, FIX TOTAL % VALUE
PCH'D EQUIPMENT EQUIPMENT & SIGNS BY ASSESSOR

1997 80 10,000                   10,000           93                   9,300
1996 60 79  
1995 50 67

1994 56,000 40 280,000                 16,420                 352,420         60  22,400     177,852
1993 12,000 30 295,450                 4,561                   312,011         54  3,600      162,005
1992 20 11,470                   738                      12,208           49                    5,981
1991 10 37,549                   1,733                   39,282           46                  18,070
1990 15,400 10 5,000                     3,740                   24,140           44  1,540          3,846
1989 10 10,000                   150                      10,150           42                    4,263
1988 10 5,000                     5,000             40                   2,000
1987 10 36,200                   36,200           38                  13,756
1986 8,500 10 3,419                   11,919           36  850            1,231
1985 10 117,300                 117,300         34                  39,882
1984 10 112,000                 525                      112,525         32                  36,008
PRIOR 10 134,462                 12,760                 147,222         30                  44,167

TOTAL 91,900           1,054,431              44,046                 1,190,377                      546,751

    TOOLS, DIES, JIGS                 COST N/B/V   100

OTHER

PERSONAL

PROPERTY

Form 4562-Sec-179 Expensed Assets

Construction in Progress

Other Business at this Location:

EQUIPMENT OTHER APPR VALUE TRUE CASH VALUE 546,751
FILED EXEMPTION

AUDIT NET TOTAL 546,751
Notes ASSESSED VALUE 273,376

RATIO 50.00             
Reason for Differences SOURCE B/S, F/A/S

Information By: Business Phone:  



 

RECONCILIATION: 
 
Total Fixed Assets per Balance Sheet  $1,558,133 
 
Less:   Land    75,000 

Building 222,200 
Exempt Software   19,556 
Licensed Vehicles   61,000 

 
Plus:  Expensed M & E                                                        +10,000 
 
TOTAL PERSONAL PROPERTY TO BE REPORTED                                    $1,190,377

  
 
 
 



 

 
PROBLEM #2 

 
A STORY PROBLEM 

 
 
 

 A friendly neighborhood bar recently sold for $300,000.  The bar is older and the 
personal property is worn and tattered.  The purchase price included all of the fixed 
assets. 

 
 A real estate appraisal was obtained and indicated that the value of the building and 

the land was $100,000 at the time of sale.  Inventory is determined to be valued at 
$25,000.  

 
 The journal entry for the transaction was recorded as follows: 
 
 Debits 
 
   Land    $   30,000 
   Building      70,000 
   Inventory        5,000 
   Furniture      45,000 
   Bar Equipment   150,000 
 
Credit 
 
   Cash    $ 300,000 
 
 
 
1. Is the transaction based on a valid market sale? 
 
 ________________________________________________________________________ 
 
2.  Why would the transaction be recorded in this manner? 
 
 ________________________________________________________________________ 
 
3.  Should the recorded assets basis be the “original cost” of the asset for filing a 

personal property statement? 
 
 ________________________________________________________________________ 
 
 
 
 



 

4. How should the transaction have been recorded? 
 
 Debit(s): 
 
 
 
 
 
 
 Credit(s): 
   
 
 
 
 
 
   
 
 
 
      
 

 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 

Section 9.  Conclusion 
 
Personal Property assessment and auditing is very complex and challenging.  New 
technology, developments and inventions require continuous study of the value and 
economic life of the fixed assets.  The fundamental skills that are taught and learned 
over time remain the foundation for the study and analysis that we must do to properly 
value property.  Training, education and experience are the resources that depend on.  
Other assessing officers are the resource we always need.    
 
Best wishes for your personal and professional success. 
 
Lisa A. Hobart 
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