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Co..ittee on Ta•atlon. 

Fiscal note requested. 
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coneidel'ation. 
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April 16, 1981 
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Noes, 30. 
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Returned froa House with 
amendt~~ente. 

Second reading, a•endments 
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Bill placed on calendar for 
third read1nt thia day. 

Third reeding, amend•ents 
concurred in. Ayes, 441 
Noee, 4. Sent to enrolling. 

Reported correctly enrolled. 
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A JOINT RESOLUTION OF THE SENATE AND THE HOUSE OF 

REPRESENTATIVES OF THE STATE Of MONTANA DIRECTING 

HOOIFICATION OF THE ADMINISTRATIVE RULE GOVERNING 

ASSESSMENT OF COMMERCIAL FURNITURE AND FIXTURESo 

THE 

WHEREAS• subsection (1) of section 15-8-111• MCA• 

provides that taxable property is to be assessed at 100~ of 

Its market value. the price available to a willing seller 

fro• a willing buyer; and 

WHEREAS• subsection (1)(e) of section 15-6-139• MCA• 

places co.mercial furniture and fixtures in class nina for 

prop~rty tax purposes; and 

WHEREAS• the Oepart.ent of Revenue for•erly provided 

for the assessment of such property at Its depreciated 

ori~inal cost; and 

WHEREAS• the Departaent In 1977 began the practice of 

employing a •trended• original cost as the ~ans of valuing 

such property prior to the application of depreciation 
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22 schedules; and 22 

23 WHEREAS, the Legislature has never •andated the use of 

24 a •trending• process in asses5ing such property, which 

2S process produces questionable and Inflated values for a type 

LC H35f0l 

of prop~rty that enjoys no ready aarket; and 

WHEREAS, the Legislature finds that the dep•eciated 

original cost of co.mercial furniture and fixtures Is a ~re 

reliable standard for the valuation of this property than Is 

an artificial •trended• value which Is not verified by sales 

inforaation. 

NON• THEREFORE• BE IT RESOLVEO BY THE SENATE AND THE HOUSE 

OF REPRESENTATIVES OF THE STATE OF MONTANA: 

Thdt the Depart-ant of Revenue shall• within 30 days of 

passage of this resolution. Initiate ruleaaking proceedings 

to •odlfy its depreciation sch•dute5 for the assass•ent of 

coamercial furniture and fixtures, as e•bodied in section 

~2.21.13~ of the Ad•lnistratlve Rules of Montana. so as to 

continue the present use of 3-. 5-• and to-year depreciation 

tables ~hlle deleting the use of a •trend factor• to arrive 

at a •percentage trended depreciation• for property tax 

purposes. The •odlfled rule shall contain tables for the 

detenrd nation of depreciated original cost values 

substantially similar to those contained In section 

42.21·13~ of the Ad•inistrative Rules of Montana as 

promulgated and effective on February lt 1981. 

-End-

-2-
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STATE OF MONTANA 
REQUEST NO. 3~29-81 ___ _ 

FISCAL NOTE 

Form H{) 15 

In compliance with a written request received March 16 , 19 _!U_ , there is hereby submitted a Fiscal Note 

for ~~!"!o_TE JOINT RESOLUTION 26 pursuant to •Title 5, Chapter 4, Part 2 of the Montana Code Annotated (MCAI. 

Background information used in developing this Fiscal Note is available from the Office of Budget and Program Planning, to members 

of the Legislature upon request. 

DESCRIPTION 
A joint resolution of the Senate and the House of Representatives of the state of 
Montana directing modification of the administrative rule governing the assessment of 
commercial furniture and fixtures. 

ASSUMPTIONS 
1. Taxable value of commercial furniture and fixtures- tax year 1980 data- $27,900,000. 
2. No impact in FY 82 due to the fact rules could not be promulgated in sufficient time 

for tax year 1981. 
3. Effective tax year 1982 - fiscal impact FY 83. 
4. Taxable value of this property for tax yea~ 1982- at least $27,900,000. 
5. Average decrease in taxable value due to the elimination of trending on furniture 

and fixtures - 25%. 
6. University levy - 6 mills. 
7. Average statewide levy - 220 mills. 

FISCAL IMPACT 
University Levy (6 mills) 

Under current law 
Under proposed law 
Estimated Decrease 

EFFECT ON LOCAL GOVERNMENT 

FY 82 

NO FISCAL 
IMPACT 

FY 83 

$167,400 
125,550 

($ 41,850) 

The proposed resolution would result in the loss of approximately $1.5 million to 
local governments in FY 83. 

LONG RANGE EFFECTS 
The proposed resolution should result in the loss of at least $42,000 to the University 
levy and $1.5 million to local governments in subsequent fiscal years. 

TECHNICAL NOTE 
The resolution alludes to the present use of 3-5- and 10 year depreciation tables. Current-
ly two schedules are used, a five year table and ten year table. The language in the 
resolution may need to be changed to reflect the current schedules. 

REMARK 
The elimination of trending on the assessment of furniture and fixtures may necessitate 

the elimination of trending on all personal property. If all--tj'\ndin--gg __ '_adR __ :r::~at~- sscchnee_--_ n 

dules used by the Dept. of Revenue to assess personal ~ -Y1l~· 
property are eliminated the total statewide revenue loss 
would be approximately $14.6 million. If trending is to be BUDGET DIRECTOR 
eliminated from the assessment of all personal property Office of Budget and Program Planning 

the revenue loss statewide could approach $36.8 million. Date:_ 3 _- \ \ -~ 
All appraisal manuals, bluebooks, etc., use some type of 
trending factor to arrive at market value. 

PREPARED BY THE DEPARTMENT OF REVENUE 
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A;1proved by Committee 
on Taxation 

~JOINT RE _,/ 
INTRODUCED BY :J ~ SOLUTION liD• ,cb 

A JOIIIT RESOLUTION OF THE SEIIATE AND THE HOUSE OF 

REPRESENTATIVES OF THE STATE OF MONTANA DIRECTING 

MODIFICATION OF THE ADMINISTRATIVE RULE GOVERNING THE 

ASSESSMENT OF COMMERCIAL FURNITURE AND FIXTURES. 

WHEREAS• subsection (1) of section 15-8-111• MCA• 

provides that taxable property is to be assessed at 100~ of 

Its aarket value, the price available to a willing seller 

from a willing buyer; and 

WHEREAS, subsection (111•1 of section 15-6-139, MCA, 

places co .. ercial furniture and fixtures In class nina for 

property tax purposes; and 

MHE~EAS, the Depart.ent of Revenue foraerly provided 

for the assess .. nt of such property at Its depreciated 

original cost; and 

WHEREAS• the Departaent In 1977 began the practice of 

employing a •trended• original cost as the .eans of valuing 

such property prior to the application of depreciation 
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23 WHEREAS~ the Leqislatu~e has never mandated the use of 

l4 a •trending• process In asses5lng such property, which 

25 process produces questionable and Inflated values for a type 

LC 1435/Dl 

of property that enjoys no ready aarket; and 

WHEREAS, the Legislature finds that the depreciated 

original cost of co ... rclal furniture and fixtures is a .are 

reliable standard for the valuation of this property than Is 

an artificial •trended• value which Is not verified by sales 

inforaatlono 

NOWo THEREFORE• BE IT RESOLVED BY THE SENATE AND THE HOUSE 

OF REPRESENTATIVES OF THE STATE OF MONTANA: 

That the Departeent of Revenue shall• within 3D days of 

passage of this resolution. Initiate ruleaaklng proceedings 

to •odify Its depreciation schedules for the assess .. nt of 

coa•erclal furniture and fixtures. as eabodled in section 

lt2o21o13it of the Ad•inistrative Rules of Montana. so as to 

continue the present usa of l-• 5-, and lo-year depreciation 

tables while deleting the use of a •trend factor• to arrive 

at a •percentage trended depreciation• for property tax 

purposes. The aodlfled rule shall contain tables for the 

deter a I naU on of depreciated original cost values 

substantially siellar to those contained in section 

it2o21ol3it of the Adalnistrative Rules of Montana as 

promulgated and effective on February l• 1981. 

-End-

-2- S E C 0 N D R E A D I N G 
4JR::;c,. 
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~~?£/ --- .JOINT 
INTRODUCED BY ~ RESOLUTION NO• ~ 

A .JOINT RESOLUTION OF THE SENATE ANO THE HOUSE OF 

REPRESENTATIVES OF THE STATE OF MONTANA DIRECTING 

MODIFICATION OF THE ADMINISTRATIVE RULE GOVERNING THE 

ASSESSMENT OF CO""ERCIAL FURNITURE AND FIXTURESo 

WHEREAS• subsection (1) of section 15-B-111• MCA• 

provides that taxable property Is to be assessed at 100' of 

Its .arket value• the price available to a willing seller 

fro• a willing buyer; and 

WHEREAS• subsection (1)(a) of section 15-6-139• MeA• 

places co .. ercial furniture and fixtures in class nine for 

property tax purposes; and 

WHEREAS• the Oepart.ent of Revenue for•erly provided 

for the assesseent of such property at Its depreciated 

original cost; and 

WHEREAS• the Departeent In 1977 began the practice of 

e•ploying a •trended• original cost as the ~ans of valuing 

such property prior to the application of depreciation 
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23 WHEREAS• the Leqlslature has never •andated the use of 

24 a •trending• process In assessing such property, which 

25 process produces questionable and Inflated values for a type 

LC 1'135/01 

of property that enjoys no ready •arketl and 

WHEREAS• the Legislature finds that the depreciated 

original cost of co..ercial furniture and fixtures Is a ~re 

reliable standard for the valuation of this property than Is 

an artificial •trended• value which Is not verified by sales 

I nforaa't ion. 

NOW• THEREFORE• BE IT RESOLVED BY THE SENATE AND THE HOUSE 

OF REPRESENTATIVES OF THE STATE OF MONTANA• 

That the Oeparteent of Ravanue shallt within JD days of 

passage of this resolution. Initiate ruleeaklng proceedings 

to eodlfy Its depreciation schedules for the assess .. nt of 

coeearclal furniture and fixtures. as ••bodied In section 

~2.21o13~ of the Adelnlstratlve Rules of Nontana9 so as to 

continue the present use of l-• 5-• and 1o-yeer depreciation 

tables while deleting the use of a •trend factor• to arrive 

at a •percentage trended depreciation• for property tax 

purposes. The •odlflad rule shall contain tables for the 

deter•lnatlon of deprecIated or iglnal cost velues 

substantl ally sl•l1ar to those contained In section 

~2.2lo13~ of the Adeinistratlve Rules of 

pro•ulgated and effective on February 1• 1981. 

-End-

-2-

Montana as 

T H I R D R E A D I N G 
S J R .-:2. 4. 
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SENATE JOINT RESOLUTION NO. 2& 

INTRODUCED BY THOMAS 

A JOINT RESOLUTION OF THE SENATE AND THE HOUSE OF 

REPRESENTATIVES Of THE STATE OF MONTANA DIRECTING 

MODIFICATION OF THE ADMINISTRATIVE RULE GOVERNING THE 

ASSESSMENT OF COMMERCIAL FURNITURE ANO FIXTURES. 

WHEREAS• subsection (1) of section 15-S-111, H[A• 

provides that taxable prope~ty is to be assessed at 100~ of 

its market value, the price available to a willing ~eller 

from a willing buyer; and 

WHEREAS, subsection (1)(e) of section 15-6-139, MCA• 

places commercial furniture and fixtures in class nine for 

proper~y ~a• purposes !~Q_~IS PRDPE!!!_!i__QE__A DIFFERENT 

~!!Y~f-!~~OTH~!_!!QPERTY SUBJECT TO TRENDING; and 

WHEREAS, the Oepart~nt of Revenue for.erly provided 

for the assessMent of such property at its depreciated 

original cost; and 

!!HERE AS_. _THE Q!;_PA!l.TME!ll_e!!_ESE!!TLY REQUIRE~ OEPRE(!ATEO 

ORIGINAL COST TO BE USED FO!!.__fYRPOS~_OF OET~RHINING NET 

BUS!~~SS_INCOME_SUBJ~C T_ TD_!AXA TIDN.i AND 

WHEREAS• the Department in 1977 began the practice of 

employtn9 a •trended" original cost as the means of valuing 

such property prior to the application of depreciation 
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SJR 0026/02 

schedules; and 

WHEREAS, the Legislature has never .andated the use of 

a "trendin9" process in assessing such property~wft+e~ 

~~eee~-pred~es-~es~+ofteb~e-eft~ft+~ed-Ya+ue~-f~~-~ype 

o+-~~ope~t~~ha~-eftjoy~-fto-~eedy-.a~~; and 

WHEREAS. the Legislature finds that the depreciated 

original cost of co~ercial furniture and fixtures is a .are 

reliable APP!l.OPRIA TE standard for tlle •e.f.ttft1!i-ttft 

Q~~~~!TIO~E~~KET_~U!;_ of ~his proper~y theft--T~--eft 

e~~~•+e~-*--·~~ended•--ya+ue--wft~~Ts-ft~-·~~~~ed-by-se•es 

~ftfor~~~en. 

NOW• THEREFORE, BE IT RESOLVED BY THE SENATE AND THE HOUSE 

OF REPRESENTATIVES Of THE STATE OF MONTANA: 

That the Depart•ent of Revenue ~hall.-w~~ft-~8-88~~-e# 

p~~~ge--o4-tht~-~so+ut+en~ initiate rule•aking proceedings 

to modify its depreciation schedules for the assass.ant of 

commercial furniture and fixtures FOR TAX YE!RS BEGINNING 

AFT~!_QEC~~!;.!l._J!1-!981. as embodied in sec~ion ~2.21.134 of 

the Ad~inistrative Rules of Montana. so as to continue the 

present use of 3-, 5-• and 10-year depreciation tables while 

deleting the use of a •trend factor• to arrive at a 

"percentage trended depreciation" for property tax purposes. 

The modified rule shall contain tables for ~he determination 

of depreciated original cost values substantia111 similar to 

-2- SJR 26 

R E F E R E W C E B I L L 



S.JR OOZ6/0Z 

those contained in section ~2.Zl.l3~ of the Administrative 

l Rules of Montana as pro•ulgated and effective on February 1• 

3 1981. 

-End-

-3- S.JR Z6 
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SENATE JOINT RESOLUTION NO. 26 

INTRODUCED BY THOMAS 

A JOINT RESOLUTION OF THE SENATE AND THL HOUSE OF 

RE?RESEIIITATIVES OF THE STATE OF MONTANA DIRECTING 

MODIFICATION Of THE ADMINISTRATIVE RULE GOVERNING THE 

ASSESSMENT OF COMMERCIAL FURNITURE AND FIXTURES. 

wH~REAS, subsection (1) of section 15-B-111, MCA, 

provides that taxable p~ope~ty is to be assessed at lOU% of 

tts mdrket value, the price available to a willing selle~ 

from a willing buyer; and 

WHEREAS, subsection (l)(e) of section 15-b-139• MCA. 

pldces commercidl fv~nitu~e and ftxtu~es in class nine fo~ 

prope~ty tax purposes t~Q_!~!2_fROP~~!!_~_Qf__~ _ _Q!£~~~£~I 

~~I~~s_!~~~-QTHf~-~~Q~f~!!_SUBJE~!O TRENQ!~; ~nd 

WHEREASt the Department of Revenue formerly p~ovided 

for the assessment of such property at it:> depr-eciated 

oriqlnal cost; dnd 

~~£~£~~1--!~f_Q[PA~!~~~ESE~!LY_~QU~E~ DEP~£~lATED 

Q~J~l~~b-~Q~!_!Q_~£-~SEQ_fQ~-_f~RPO~£~ __ QE __ ~f!£~MI~t~-~ET 

~~~~~£~~-!~QME_~UBl~~!_!Q_!AXATIONi~ 

WHER€ASt the Department in 1977 beqan the p~actlce of 

emp1oyin~ a •trended" ortginal cost as the means of wdluinq 

such property prtor to the appliCdtion of depreclJtion 

SJR 0026/02 

schedules; and 

2 WHEREAS, the legislature ha~ never mandated the use of 

3 a •trenoing11 process in assessing such property ... -wft-i-eh 

4 p~e~~-~¥&d~~-~e~t~en&D+e-end-tnf+e~ed-ve+ues-for-a-~Tpe 

5 e~-~roperty-~h8t-enjoy~-no-~eedy-.arket; and 

6 WHEREAS, the legislature finds that the depreciated 

7 original cost of commercial fu~niture and fixtu~es is d mor€ 

8 re-lT-ee~~ m~QPR~H standard for th" Yl!l+~!!!t~-f.Of'll 

q OET5~~!M~TIO~_Qf~~~f!_VALUE of this property than--i~--an 

10 ar~tft~+a+--•~e"ded•--•e+ue--~t~~~~-"ot-wer+f+ed-ey-~~+~ 

ll -t-1'1\fe-rm~-t:-tt!'H't• 

12 

13 NOW, THEREFORE. BE IT RESOLVED 9Y THE SENATE AND THE HOUSE 

14 Of REPRESENTATIVES OF THE STATE OF MONTANA: 

15 That the Oepdrtment of Revenue shdlly-•T~Tn-~e-~y~-~ 

16 ~e~~~~e--e~-~~i~-~e~e~u~io"~ initiate rulemaking p~oce~d1ngs 

17 to modify its depreciation schedules for the assessment of 

18 commercial furniture and fixtures FOB_!AX_!~~~~~§~!~NIN§ 

19 ~E!~~-Q£~£H6£B_]~l9~, as embodied in section 42.2L.l34 of 

20 the Administrative Rules of Montand• ~o as to continue the 

21 present use of 3-. 5-. and 10-year deprec1at•on tables while 

Z2 deleting the use of d "trend factor" to arrive at a 

23 "percentage trended depreciation" for property tax purposes. 

24 The modified rule shall contain tables fa~ the determination 

25 of deorecioted original cost values substantially similar to 

-2- Corrected SJR 26 
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SJR 0026/02 

those contained in section 42.21.134 of the Administrative 

2 Rules of Montana as promulgated and effective on Februdry 1. 

3 1981. 

-End-

-3- SJR lb 
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April 8, 1981 

HOUSE COMMITTEE ON TAXATION PROPOSED AMENDMENTS TO SJR 26: 

1. Page 1 
Following: line 18 
Insert: "WHEREAS, the Department presently requires depreciated original 

cost to be used for purposes of determining net business income subject 
to taxation; and" 

2. Page 1, line 24 through line 1 on page 2. 
Following: "property';·· on line 24, page 1 
Strike: line 24 through "market"•.•.on line 1, page 2 

3. Page 2, lines 4 through 6. 
Following: line 3 
Strike: "reliable" 
Insert: "appropriate" 
Following: "property" on line 4 
Strike: line 4 through "information" on line 6 



APRIL 15, 1981 

HOUSE AMENDMENTS TO SENATE JOINT RESOLUTION NO. 26 

1. Page 1, line ~5. 
Following: "purposes" 
Insert: "and this property is of a different nature 

than other property subject to trending" 

2. Page 2, line 4. 
Following: "for the" 
Strike: "valuation" 
Insert: "determination of market value" 

3. Page 2, lines 10 and 11. 
Following: "shall" 
Strike: ", within 30 days of passage of this resolution," 

4. Page 2, line 13. 
Following: "fixtures" 
Insert: "for tax years beginning after December 31, 1981" 


