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A Mississippi manufacturer can save substantial ad valorem taxes by working with a professional to file annually for tax exemptions on plant additions/replacements or on finished goods warehoused temporarily pending shipment out of state.  Let’s look at the tax exemptions that are available: 

I.
MISSISSIPPI TAX EXEMPTION OF ANNUAL ADDITIONS AND


REPLACEMENTS TO MANUFACTURING PLANT: 

 
Both Counties and Cities in Mississippi are authorized to grant ad valorem tax exemptions on annual additions or expansions of plant facilities and properties necessary to the manufacturing process (§ 27-31-105 Miss. Code Ann.).  For example, an exemption request could include the following kinds of additions or replacements to the plant in the prior year:


●
Machinery & Equipment



●
Test Stands



●
Tools



●
Computer Equipment



●
Office Equipment



●
Building Additions



●
Raw Materials and work in progress


●
Plant Supplies


The law allows the governing authorities to grant the exemptions for up to ten (10) years.  However, a number of jurisdictions such as Hinds County, Jackson and Clinton, require that the applications be made first for an initial period of five (5) years, followed by a separate Extension Applications for the second five years.  The grant of the Extension Application will depend on whether the applicant has met the jurisdiction’s conditions for a renewal (shown by responses to a questionnaire).  Extension criteria vary by jurisdiction, but can include such factors as:


●
Maintaining or securing employment levels in the prior five years



●
Preference given to the local residents in hiring


●
Use of local, minority vendors



●
Dollars spent for purchases in the community.

Other points:

●
For the purposes of the application, the completion date of the improvements, and thus the start date for the exemption, is December 31 of the year in which the improvements were made.  

●
By statute, the application for exemption of additions/replacements must be made on or before June 1 of the year following the completion of the plant improvements.

●
The taxing authorities require that Extension Applications for the second five (5) year period be made before the start of the last quarter of the last year of the initial exemption.

●
The exemption for additions/expansions does not exempt either school district taxes or state ad valorem taxes, but only exempts county or municipal ad valorem taxes.
●
A grant of the exemption is entirely in the discretion of the city or municipality.  There is no “right” on the part of the manufacturer to demand the exemption apart from the discretion of the governing authority which will review justifying factors.

●
The County Tax Assessor will keep track of each year’s exemption, giving it an account number.  After the exemption expires, the property goes on to the fully taxable account of the Tax Assessor unless the manufacturer lists the property as having been removed from the assets of the plant.

●
The application process for the exemption of additions/replacements requires three steps:  an Interim Order of approval by the city or county, followed by review and certification by the State Tax Commission; followed by the city or county’s Final Order.  The attorney should submit both orders when making application.  However, step of State Tax Commission certification is not required for Extension Applications (since the STC conducted a review of the application for the initial grant), and in that case only submission of a Final Order for the jurisdiction is necessary.
II.
MISSISSIPPI MANUFACTURER’S FREEPORT WAREHOUSE TAX 
EXEMPTIONS:

A Mississippi manufacturing plant that ships a significant amount of its goods outside the State of Mississippi should consider applying for up a Freeport Warehouse license for its finished goods warehouse facilities.  Under the Freeport Warehouse concept, a county or municipality can grant a Mississippi Manufacturer a Freeport Warehouse license that will enable the manufacturer to exempt from ad valorem taxation the portion of its finished goods warehoused temporarily at the plant pending shipment outside the State in interstate commerce.  The law recognizes that shipments that are destined for interstate movement should not be subject to intrastate taxes.  

Once the Manufacturer obtains a Freeport Warehouse license from the local county and municipal authorities, it must file two reports each year by the statutory deadline of March 31:  1) A Report of Inventory which states the total value of personal property in the Freeport Warehouse operation as of the prior January 1st date (date of assessment), the estimated percentage of the property to be shipped within the State of Mississippi (which is the taxable, intrastate portion versus the non-taxable interstate portion of the inventory), and the resulting dollar amount of intrastate-destined personal property to be assessed for taxes; and 2) A Report of Inventory Movement which looks backward over the prior year’s experience to “true-up” the prior year’s Report of Inventory to see if the earlier estimated percentage of property in the warehouse that was taxable as moving within the state turned out to be correct for the year.  If the prior estimate of the dollar amount of intrastate goods in the warehouse tuned out to be lower than the actual experience for the year, the manufacturer must report the difference to be back assessed on the appropriate forms.  See §§ 27-31-51, 27-31-53 and 27-31-55 Miss. Code Ann.  By law the manufacturer must maintain accurate records of its inventory intrastate/interstate movement of goods.

A manufacturer who fails to submit its Report of Inventory by the March 31st deadline may find that the County tax assessor revokes the Freeport Tax Exemption for the year of the late report.  Therefore, a manufacturer should be forewarned that getting the annual Report of Inventory in late to the office of the county tax assessor can be a costly mistake, subjecting the entire amount of goods in the warehouse subject to ad valorem taxation for that year.  See § 27-31-57 Miss. Code Ann. 
III.
MISSISSIPPI MANUFACTURER’S TAX PROTEST AND TAX APPEAL 
TOOLS 


Should the manufacturer receive a Notice of Assessment from the county tax assessor that fails to correctly reflect the effect of its existing tax exemptions, the manufacturer may file a tax protest with the county board of supervisors by the statutory deadline of the first Monday of August.  See § 27-35-89 Miss. Code Ann.  Should the manufacturer disagree the resulting action of the board of supervisors, an appeal may be taken to the circuit court as provided by § 27-35-119 Miss. Code Ann.
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