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LESSOR'S EXEMPTION 

Applicability, A lessor's exemption claim should only be filed when the lease 
has been adjusted for taxes and the public entity has already received the 

benefit of the reduction. The exemption claim filed by the public entity (free 
libraries or museums, public schools, community colleges, state colleges, state 
universities, or nonprofit institutions of higher education) should list all 
equipment as to the status, i.e., rental-reduced or no reduction. This will assist 
in verifying the lessor's claim. 

Upon enrollment, only the rental-reduced equipment will be exempted. For 
equipment listed as no reduction, taxes will be billed and, when paid, will only 
be refunded to the public entity upon submission of a claim forrefund{§/30/79. 
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Equipment Leases Entered into by 
~·ion prof i·t !::J.S t.i tlltions 0 f.. !:ir:ller :EL~.uca tio.n 

'£his is in .r:er:.ly to your letter of August 17, 1979, to 
Hr" Hilliam. Gro::l.'!:tet of our J:..ssessncnt S tandard.s Division. I am 
enclosin•J a ctlVY of our letter to Count:: -'".ssessors, cro. 79/13 of 
January J.S, 1979, for your furt!::cr w:ldt:rstandinq of· our inter
pretation of Iievenue and ·raxation Coae, section 202.2. 

Ow: responses to your questions follow in like order: 

(1) Amen&:tent of pre-Scpten.L2r 20, 1973, leases \vould 
not <rualify. Section 5 of CJ:w_;,ter 936, Statutes 1978, requires 
that t."lc leases atill contracts be <?nt.erect int.o on ;;md after the 
effective date. A si:r.,ple. ree~'ecution of an e~dsting lea::Je would, _
however, satisfy this requirement. 

(2) Yes, it \'!Ould be pre:l;erable to identify the exempt 
equip;;;ent on tha annual claim f·:Jr collcqe exeiaption. In fact, 
assessors will be asking colle•;re,;; to list tha equipment on the 
clairo1 as to status, i.e., rental-reduced or no-rnduction, '.i'his 
will provide a cl:eck and fi;).cilitate the ...-ork of· the au<.litor ar.d 
tax coll<:octor '<l!ten a section 5096 cl<:d.!:l is later filed. :i'lcas•!l 
ref~r to tne clai:m contents of section 5097.02. 

(3) ~;o, the cl.o.il:o for colle,Fl exomr'•tion and the claiw 
for refund should both bt:: filed on any cquipi::ent on which no 
rental reduction ~·las granted. iio·:.:;ever, if tiw claimant does not 
S},.ecify the equipi:lcnt on the collc<;r~ clair:\, the fu.ll asou:1t 1nay 
still be J:t=cuv,2!rod on the 50:!6 clain prov.id.cd the equipment and 
t~e .runount of ta:-:: thereon is specified anti the clain~ant further 
affil.--:.r.~i tn.J.t it Has exclusively used for the c:~em.pt purfose .J.t 
the tlr::.e ir" qu~~tion. 
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(4) Under section 202.2 a lesnor's e:~err.ption claim 
should <)nly be filed ~>'hen the lease has been adjusted for ta::,:es 
so that t:'e e:t=pt institution has already receiYed the benefit. 
'l'ha coJ.l(~'.JC claim witJl the equipruent listed as rental-reduced 
will veri£:; b1is a:nd result in the equipr.:ent being enrolled but 
then exe~;;;?ted with no ta.'t bill to the lessor. If the equir-went 
is l.icted az no rnduction, then refund 1vill only be granted to 
t..lle exerapt org.:ll'l.ization upon submi:ssion of a 5096 clail:l. 

llopefully, these responses should clarify our tentative 
procedure. As tirue progresses we will probably make adjustncnts 
as experience dictates. In any event, the exe:npt crqanization 
has a four year statute of lL~tations under section 5097 to 
claim the benefit. 

Very truly yours, 

Je.mes M. Nilliams 
'l'ax coume 1 

JMW:fr 
Enclosure 

cc: h~. Sheldon Paris 

be: Hr. William Grommet 
Legal Section 


