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            Montgomery Central Appraisal District (936) 756-3354 CONROE· P.O. BOX 2233 ·CONROE, TEXAS 77305-2233·www.mcad-tx.org Application for Exemption of Goods Exported from Texas: (“Freeport Exemption”) Year 2016 Page 1 GENERAL INSTRUCTIONS: This exemption applies to “freeport goods” as governed by Texas Constitution, Article VIII, Section 1-j and Tax Code, Section 11.251. The ex- emption applies to items in your inventory that (1) are or will be forwarded out of Texas within 175 days of the date you acquire them or bring them into Texas and (2) are in Texas for assembling, storing, manufacturing, repair, maintenance, processing or fabricating purposes. The exemption does not apply to oil, natural gas, or liquid or gaseous mate- rials that are immediate derivatives of refining of oil or natural gas. The phrase “liquid or gaseous materials that are the immediate derivatives of the refining of oil or natural gas” is defined in Comptroller Rule 9.4201. The amount of the exemption for this year is normally based on the percentage of your inventory made up by such goods last year. APPLICATION DEADLINES: You must file the completed exemption application form between January 1 and no later than April 30 of the year for which you are requesting an exemption. You must furnish all information required by the application. You may file a late application up to midnight the day before the appraisal review board approves the appraisal records for the year for which you are requesting an exemption. Pursuant to Tax Code, §11.4391, if you do file a late application and your application is approved, you are liable to each taxing unit for a penalty equal to 10 percent of the difference between the amount of tax imposed by the taxing unit on the inventory or property, a portion of which consists of freeport goods, and the amount that would otherwise have been imposed. ANNUAL APPLICATION REQUIRED: You must apply for this exemption each year you claim entitlement to the exemption. The Chief Appraiser’s Guidelines for the 2016 Freeport Exemption Application are provided with this application. It explains the Freeport Exemption process; it provides guidance on properly completing the application; and it requests the documentation required by the Chief Appraiser to validate and approve your exemption. THE APPLICATION ENTRIES REQUIRED BY LAW ARE MARKED BY AN ASTERISK (*). THE REMAINING ENTRIES ARE REQUESTED BY THE CHIEF APPRAISER, AS AUTHORIZED BY THE LAW AND AS ADDRESSED IN THE ENCLOSED CHIEF APPRAISER’S GUIDELINES. Step 1: Owner’s Name and Address *Owner / Corporate Officer Name *Mailing Address *City, State, Zip Code *Name of person preparing application *Account # *Tax Payer ID Number *Phone (Area code and number) *Driver’s License, Personal I.D. Cert., or Social Security Number: *Title Step 2: Describe the Property *Location of Inventory (Street address, city, state, zip code) *Give general description of the types of items in this Inventory. (Use additional sheets if necessary.) Step 3: Answer These Ques- tions About Your Property For the purposes of this application, “inventory” means your inventory of finished goods, supplies, parts, raw materials, and work in process.  Will portions of this inventory be transported out of this state this year? . . . . YES NO  Have you applied for appraisal of your inventory on September 1? . . . . . . . . YES NO  Were portions of your inventory transported out of this state throughout last year?. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . YES NO  If not, list the months during which portions of your inventory were transported out of the state last year. _________________________________________________________  Will the percentage of goods transported out of Texas this year be significantly different than the percentage transported out last year?. . . . . . . YES NO  If yes, why? ______________________________________________________________________ ____________________________________________________________________________ ____________________________________________________________________________ 
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Montgomery Central Appraisal District (936) 756-3354 CONROE· P.O. BOX 2233 ·CONROE, TEXAS 77305-2233·www.mcad-tx.org
 Application for Exemption of Goods Exported from Texas: (“Freeport Exemption”)
 Year
 2016 Page 1
 GENERAL INSTRUCTIONS: This exemption applies to “freeport goods” as governed by Texas Constitution, Article VIII, Section 1-j and Tax Code, Section 11.251. The ex-emption applies to items in your inventory that (1) are or will be forwarded out of Texas within 175 days of the date you acquire them or bring them into Texas and (2) are in
 Texas for assembling, storing, manufacturing, repair, maintenance, processing or fabricating purposes. The exemption does not apply to oil, natural gas, or liquid or gaseous mate-
 rials that are immediate derivatives of refining of oil or natural gas. The phrase “liquid or gaseous materials that are the immediate derivatives of the refining of oil or natural gas”
 is defined in Comptroller Rule 9.4201. The amount of the exemption for this year is normally based on the percentage of your inventory made up by such goods last year.
 APPLICATION DEADLINES: You must file the completed exemption application form between January 1 and no later than April 30 of the year for which you are requesting
 an exemption. You must furnish all information required by the application. You may file a late application up to midnight the day before the appraisal review board approves the
 appraisal records for the year for which you are requesting an exemption. Pursuant to Tax Code, §11.4391, if you do file a late application and your application is approved, you are liable to each taxing unit for a penalty equal to 10 percent of the difference between the amount of tax imposed by the taxing unit on the inventory or property, a portion of
 which consists of freeport goods, and the amount that would otherwise have been imposed.
 ANNUAL APPLICATION REQUIRED: You must apply for this exemption each year you claim entitlement to the exemption.
 The Chief Appraiser’s Guidelines for the 2016 Freeport Exemption Application are provided with this application. It explains the Freeport Exemption process; it provides guidance on properly completing the application; and it requests the documentation required by the Chief Appraiser to validate and approve your exemption. THE APPLICATION ENTRIES REQUIRED BY LAW ARE MARKED BY AN ASTERISK (*). THE REMAINING ENTRIES ARE REQUESTED BY THE CHIEF APPRAISER, AS AUTHORIZED BY THE LAW AND AS ADDRESSED IN THE ENCLOSED CHIEF APPRAISER’S GUIDELINES.
 Step 1: Owner’s Name and Address
 *Owner / Corporate Officer Name
 *Mailing Address
 *City, State, Zip Code
 *Name of person preparing application
 *Account #
 *Tax Payer ID Number
 *Phone (Area code and number)
 *Driver’s License, Personal I.D. Cert., or Social Security
 Number:
 *Title
 Step 2: Describe the Property
 *Location of Inventory (Street address, city, state, zip code)
 *Give general description of the types of items in this Inventory. (Use additional sheets if necessary.)
 Step 3: Answer These Ques-tions
 About Your Property
 For the purposes of this application, “inventory” means your inventory of finished goods, supplies, parts, raw materials, and work in process.
 Will portions of this inventory be transported out of this state this year? . . . . YES NO
 Have you applied for appraisal of your inventory on September 1? . . . . . . . . YES NO
 Were portions of your inventory transported out of this state throughout
 last year?. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . YES NO
 If not, list the months during which portions of your inventory were
 transported out of the state last year. _________________________________________________________
 Will the percentage of goods transported out of Texas this year be
 significantly different than the percentage transported out last year?. . . . . . . YES NO
 If yes, why? ______________________________________________________________________
 ____________________________________________________________________________ ____________________________________________________________________________
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 Step 4: Calculate The Exemption
 A. INVENTORY TURNOVER TEST
 1. *Total Cost of Goods (cannot be sales) sold during preceding calendar year ended December
 31, 2015 for this business location in Montgomery County. …………………………
 2. Enter the average month ending Inventory (omit cents) for this business location in
 Montgomery County. (Sum of monthly ending inventory divided by 12)…………………….
 3. Inventory Turnover Factor: (A1 divided by A2)……………………………………………….
 4. Inventory Turnover in days. (365 divided by A3)……………………………………………...
 Note: If turnover in days exceeds 175 days, the Inventory as whole does not
 qualify for Freeport and you must document what part of the Inventory was shipped out of Texas within 175 days from the date acquired.
 B. FREEPORT PERCENTAGE
 5. *Total Cost of Goods (cannot be sales) sold during preceding calendar year ended December
 31, 2015 for this business location in Montgomery County. …………………………
 6. *LESS: Cost of Goods Sold from Inventory not eligible for Freeport because:
 a. Slow moving— Held for more than 175 days……………..
 b. Shipped to Texas destinations……………………………..
 c. Total B6a plus B6b………………………………………...
 7. *Cost of Goods Sold from Inventory eligible for Freeport (B5 minus B6c)
 8. *Percentage of last year’s inventory represented by Freeport Goods (B7 divided by B5)
 NOTE: Attach a breakdown Summary of total Sales from Inventory, Cost of Goods Sold from Inventory, and Intracompany Transfers of Inventory by state and foreign country.
 C. INVENTORY ELIGIBLE FOR FREEPORT
 9. *Cost of Inventory on January 1, 2016 (September 1, 2015)………………………………….
 10. Adjustment for write downs, etc, - Attach documentation that explains……………………
 11. Adjusted Cost of Inventory (C9 minus C10)
 If LIFO, the LIFO Reserve must be included in cost………………………………………….
 D. FREEPORT EXEMPTION AND NONEXEMPT CALCULATIONS
 12. *FREEPORT EXEMPTION CLAIMED (C11 ABOVE TIMES B8 ABOVE)…………………………..
 13. NOT EXEMPT (C11 above minus D12)…………………………………………………………………..
 E. On what types of records do you base the amounts given above? (Check as many as apply.) Attach copies that clearly verify the above entries.
 Audited Financial Statements Sales Records
 Internal Reports Bills of Lading
 Texas Franchise Tax Reports Other (describe) ________________________________________
 Step 5: Read the Notes And Sign the Form
 *NOTE: The Chief Appraiser may require supporting documents and records with this application. If required, the records must be supplied within 30 days of the date of the written request. Failure to deliver the documentation required within the 30 days or by the date appraisal records are approved for the year, will forfeit the right to receive the exemption. Approval usually occurs in JULY. If the documentation is delivered before the appraisal review board approves appraisal records for the year but not within the 30 days and the exemption is allowed, a penalty equal to 10% of the tax savings resulting from the exemption must be paid.
 ►►The Chief Appraiser requests that source documentation for the above application entries be submitted with this application. This serves as written request as required by the above note.◄◄
 I certify that the information in this document and all attachments is true and correct to the best of my knowledge and belief.
 If you make a false statement on this application, you could be found guilty of a Class A misdemeanor or a state jail felony under Texas Penal Code Section 37.10. **You are required to give us this information on this form in order to perform tax related functions for this office. Section 11.43 of the Tax Code authorizes this
 office to request this information to determine tax compliance. The chief appraiser is required to keep the information confidential and not open to public inspec-
 tion, except to appraisal office employees who appraise property and as authorized by Section 11.48(b), Tax Code.
 *Sign Here *Title *Date
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Montgomery Central Appraisal District Chief Appraiser’s Guidelines
 Freeport Exemption Application
 Year
 2016 Page 3
 Dear Freeport Applicant:
 The purpose of the Chief Appraiser’s Guidelines and its companion Freeport Exemption Application is to simplify, clarify, and expedite the
 Freeport Exemption process and to improve the quality of the Application entries and supporting source documentation.
 TEXAS LAW: The basic law is that all property is taxable according to its market value. However, various exemptions have been legislated
 with subsequent voter approval to amend the Constitution, including the “Exemption for Goods Exported from Texas” under certain condi-
 tions and referred to as the “Freeport Exemption”.
 CONDITIONS: The basic conditions applicable to the Freeport Exemption are as follow:
 1. The Freeport Exemption Application must be filed each year between January 1 and April 30. A late application may be filed the day
 before the appraisal review board approves appraisal records for the year. Approval usually occurs in JULY. If the application is approved,
 the property owner is liable to each taxing unit for a penalty in an amount equal to 10% of the difference between the amount of tax imposed
 by the taxing unit on the Freeport goods and the amount that would otherwise have been imposed.
 2. The Freeport Exemption applies only in Taxing Units, which by resolution, approved implementation of the exemption.
 3. The Freeport Exemption applies only to inventory other than oil, natural gas, and other petroleum or derivatives.
 4. Eligible inventory must be transported to destinations outside of Texas not later than 175 days after the date acquired or imported into
 Texas.
 5. Freeport eligible inventory includes property detained in Texas for assembling, storing, manufacturing, processing, or fabricating pur-
 poses.
 6. Freeport Exemption Applications will be acted on by the Chief Appraiser as the law and facts warrant. The Chief Appraiser can: (1) ap-
 prove the exemption value claimed, (2) modify and approve the modified exemption value, (3) disapprove the exemption and request addi-
 tional information, or (4) deny the exemption. The Chief Appraiser will provide written notice of the decision. If the property owner fails to
 deliver the information requested in a disapproval notice before the 31st day after the date the notice is delivered to the property owner or
 before the date the appraisal review board approves the appraisal records, whichever is later, the property owner forfeits the right to receive
 the exemption for that year. If the property owner delivers the information requested in the notice before the date the appraisal review board
 approves the appraisal records but not before the 31st day after the date the notice is delivered and the exemption is
 allowed, the property owner is liable to pay a penalty equal to 10% of the tax savings resulting from the exemption. The applicant may pro-
 test the Chief Appraiser’s decision and be scheduled for a hearing with the Appraisal Review Board.
 APPLICATION: The Montgomery Central Appraisal District Application is an expanded version of the State of Texas Application published
 by the State Comptroller. The information required by the Texas Application is preceded by an asterisk (*). The remainder has been added
 as a part of the documentation requested by the Chief Appraiser. The Application must be signed and all required entries completed to be
 approved.
 APPLICATION CALCULATIONS: Each section of STEP 4 that relates to calculating the exemption is discussed below. The Freeport Ex-
 emption involves only inventory held in and shipped from Montgomery County. Any reference to Sales or Cost of Goods Sold relates only to
 inventory. Sales of Services and Cost of Services or any other non-inventory entries in the Financial Statements must be excluded from all
 calculations.
 1. STEP 4, Section A – This section determines whether or not your entire Inventory may be eligible for Freeport consideration. If it turns in
 175 days or less, it is generally eligible. However, if the Inventory consists of Raw Materials, Work in Process, Finished Goods, Supplies,
 etc., there may be Inventory within one or more categories that does not turn in 175 days or less and this must be deducted along with all
 other non eligible Cost of Goods Sold from Inventory in STEP 4, Section B, Line 7a. If the Inventory as a whole turns in more than 175 days,
 documentation must be attached that shows the Cost of Inventory that was shipped out of Texas in 175 days or less from the date acquired.
 2. STEP 4, Section B – This section is used to calculate a percentage of last year’s Inventory represented by Freeport Goods. The calcula-
 tions are generally self explanatory. However, STEP 4, Section B, Line 7a requires special attention. The slow moving Cost of Goods not
 eligible for Freeport includes non eligible components commingled with eligible components on manufactured or assembled Finished Goods
 shipped out of Texas. STEP 4, Section B, Line 7b involves all Inventory shipped to Texas destinations. In connection with STEP 4, Section
 B, as a whole, a breakdown summary of total Sales, Cost of Goods Sold, and Intracompany Transfers by destination state and foreign
 country is required. Substitute documentation may be submitted so long as it shows where the Inventory was shipped and the
 dollar amount involved.
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Page 4
 3. STEP 4, Section C – The purpose of this section is to identify the current year Inventory that is eligible for the Freeport Exemp-tion. The Cost of Inventory must be as of January 1 of the current year, or September 1 of the prior year if elected as valuation date. Any adjustments shown require documentation to explain them and must track to your Financial Statements. 4. STEP 4, Section D – This section is used to calculate the exemption claimed and the non-exempt remainder. It is self explana-tory, using figures calculated in the previous steps. DOCUMENTATION: As stated in the application instructions published by the Texas Comptroller, you are required to submit source documentation that is requested. The following source documentation is requested by the Chief Ap-praiser: 1. Audited Financial Statements with notes for the prior calendar year which includes the Balance Sheet, Operations Statement, and the Cost of Goods Sold statement if not included in the Operations Statement, if available, otherwise the closest substitute available that is consistent with Generally Accepted Accounting Principles (GAAP). This documenta-tion must show Beginning Inventory, Ending Inventory, LIFO reserve (if applicable), and adjustments to Inventory, total Sales, and total Cost of Goods Sold, including calculations of the Cost of Goods Sold. 2. Sales, Cost of Sales, and Intracompany Transfers breakdown by dollar amount, destination state and foreign country, or any other documentation that shows your annual Inventory Sales and Cost of Inventory sales shipment pattern. The overall objective is to document the Cost of Goods Sold from Inventory that were shipped out of Texas within 175 days from the date acquired. RENDITION REQUIREMENT: The Property Tax Code requires that all tangible personal property held to produce income be rendered each year. Attach the Freeport application and documentation to the completed rendition. Upon receipt, your claim will be processed and if Freeport is approved, the qualifying Inventory will be exempt for the tax year. I urge you to submit your completed Rendition and Freeport Application with Documentation at the earliest possible date. Your cooperation is appreciated. Sincerely,
 Mark Castleschouldt Chief Appraiser
 Montgomery Central Appraisal District
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