SEHATE JOINT RESOLUTION NO, 26
INTRODUCED BY THOMAS

- IN THE BENATE

February 23, 1931 Introduced and referred to
Committee on Taxation.

March 13, 1981 Fiscal note reguested.

March 18, 1981 Fiscal note returned.

March 20, 1981 Committes recommend bill
do pass. Report adopted.

March 21, 1981 Bill printed and placed on
nenbers’' desks,

March 23, 1981 Sacond veading, 40 pass,

Magch 24, 19381 Correctly engrossed.

March 25, 1981 Third reading, passed.

Ayes, 4l: Noes, 9.
Tranamitted to House,

1w THE ROUSE

parch 26, 1981 Introduced and referrved
to Committes on Taxation.

April 9, 19381 : Committee recommend bill
be concurred in as amended.
feport adopted,

April 13, 198] Second reading, pass
- consideration,
April 16, 1981 | _ Second reading, concurred

in as amended.

‘On motion rulea suepended
and bill placed on third
ruaqgng this day.
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April 16, 198}

April 17, 1981

April 20, 1981

Third reading, concurred
in as amended., Aves, 66)
Noes, 30.

IN THE SENATE

-2

Returned from Bouse with
amendronte.

Second reading, amendments
concurved in,

On motion rulea suapended.
Bill placed on calendar for
third reading this day.

Third reading, amendments
concurred in. Ayes, 44;
Noes, 4. 3Sent to anrolling.

Reported correctly envclled,
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%“_/gwlm‘ RESOLUTION NOs 0_{4:

INTRODUCED BY j LM

A JOINT RESOLUTION OF THE SENATE AND THE HOUSE OF
REPRESENTATIVES oF THE STATE OF MONTANA DOIRECTING
MOOIFICATION OF THE ADMINISTRATIVE RULE GOVERNING THE

ASSESSMENY OF COMMERCIAL FURNITURE AND FIXTURES.

WHEREASs subsection (1) of section 15-8-11l1ls MCAs
provides that taxable property is tc be assessed at 100X of
its market value, the price available to a willing seller
from a willing buyer; and

WHEREASy subsection (l)({e) of section 15-6~139yp MCLAy
places commercial furniture and fixtures in class nine for
property tax purposesi and

MHEREASs the Department of Revenue formerly provided
for the assessment of sSuch property at 1ts depreciated
original costi and

WHEREASs the Department in 1977 began the practice of
employing a “trended™ original cost as the means of valuing
such property prior to the application of depreciation
schedules; and

WHEREASs the Legisltature has never mandated the use of
a "trending® process In assessing such propertyy which

process produces questionable and inflated values for a type
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LC 1435701

of property that enjoys no ready market; and

WHEREASy, the Legislature finds that the depreciated
original cost of commercial furniture and fixtures s a more
reliable standard for the valuation of this property than Is
an artificial "trended® value which Is not verified by sales

informationa

NOW, THEREFOREs BE IT RESOLVED BY THE SENATE AND THE HOUSE
OF REPRESENTATIVES OF THE STATE OF MONTANA:

That the Department of Revenue shalle within 30 days of
passage of this resolutiony Initiate rulemaking proceedings
to modify its depreciation schedules for the assessment of
commercial furniture and Ffixturess as embodied in section
42.21e134 of the Administrative Rules of Montanas s0 as to
continue the present use of 3-y 5~ and 10-year depreciation
tables while deleting the use of a "trend factor® to arrive
at a "percentage trended depreciation® for property tax
purposess The wmodified rule shall contain tables for the
determination of depreciated original cost values
substantially similar t¢  those contained 1in section
42a21al34 of the Administrative Rules aof Hontana as
promulgated and effective on February ls 1981,

-End-

INTRODUCED BILL
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STATE OF MONTANA
REQUEST No. 429-81
FISCAL NOTE

Form BD-15

In compliance with a written request received ___March 16 , 19 __81 | there is hereby submitted a Fiscal Note
for SENATE JOINT RESOLUTION 26

pursuant to ' Title 5, Chapter 4, Part 2 of the Montana Code Annotated {MCA).
Background information used in developing this Fiscal Note is available from the Office of Budget and Program Planning, to members
of the Legisiature 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.

ASSUMPTTIONS

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 B83.

4. Taxable value of this property for tax yeasz 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 FY 82 FY 83
University Levy {6 mills)
Under current law NO FISCAL $167,400
Under proposed law IMPACT 125,550
Estimated Decrease ($ 41,850)

EFFECT ON LOCAL GOVERNMENT
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 txending g preciatiop sche-
dules used by the Dept. of Revenue to assess personal 42§4LAA¥2§ V»1

property are eliminated the total statewide revenue loss T T
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: - \‘1 - gﬂ

All appraisal manuals, bluebooks, etc., use some type of o
trending factor to arrive at market value.

AN |

PREPARED BY THE DEPARTMENT OF REVENUE
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Anproved by Committee
on Taxaticn

@Junﬂ RESOLUTION NO« £ £

INTRODUCED BY j 1—0"““

A JOINT RESOLUTION OF THE SENATE AND THE HOUSE OF
REPRESENTATIVES oF THE STATE OF MONTANA OIRECTING
MODIFICATION OF THE ADMINISTRATIVE RULE GOVERNING THE
ASSESSMENT OF COMMERCIAL FURNITURE AND FIXTURES.

WHEREASs subsection (1) of section 15-8-11ls MCAs
provides that taxable proparty is to be assessed at 100X of
Its market values the price available to a willing seller
from a willing buyer; and

WHEREASy subsection ([(L){e) of section 15-6~139y HCAy
places commercial furniture and fixtures in class nine for
proparty tax purposes; and

MHEAEASy the Department of Revenue formerly provided
for the assessment of such property at its depreciated
original cost; and

WHEREASs the Dgpartment in 1977 began the practice of
employing a "trended™ original cost as the means of valuing
such property prior to the application of depreciation
schedules; and

NHEREASy the Leqislature has never mandated the use of
3 *trending™ process In assessing such propertys which

process produces questionable and inflated valuas for a type
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of property that enjoys no ready market; and

WHEREASy the Legislature finds that the depreciataed
original cost of commercial furniture and fixtures is a more
reliable standard for the valuation of this property than is
an artificial “trended® value which Is not verified by sales

informations

NOWe THEREFOREy BE IT RESOLVED BY THE SENATE AND THE HOUSE
OF REPRESENTATIVES OF THE STATE OF MONTANA:

That the Department of Revenue shalls within 30 days of
passage of this resolutione initiate rulemaking proceedings
to modify its depreciation schedules for the assessmant of
commercial furniture and Ffixturess as embodied in section
42421134 of the Adsinistrative Rules of Montanay 50 as to
continue the present use of 3—¢ S5~¢ and 10-year depreciation
tables while deleting the use of a “trend factor® to arrive
at 3 “percentage trended depreciation® for property tax
purposese The wmodified rule shall contain tables for the
determination of depreciated original cost valuses
substantially stailar to those <contained in section
4Ze2le13%4 of the Administrative Rules of Montana as
promulgated and effective on February le 1981.

-End-
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MJDINT RESOLUTICN MO« 22, {

INTRODUCED BY 7:, W

A JOINT RESOLUTION OF THE SENATE AND THE HOUSE OF
REPRESENTATIVES OF THE STATE oF MONTANA CIRECTING
MODIFICATION OF THE ADMINISTRATIVE RULE GOVERNING THE
ASSESSMENY OF COMMERCIAL FURNITURE ANC FIXTURES.

WHEREASs subsection (1) of section 15-B—111s MCAs
provides that taxable property is to be assessed at 100X of
its market value, the price available to a willing seller
from 38 willing buyeri and

WHEREASs subsection (1)(e)} of section 15-6~139y MCA,y
places commercial furniture and fixtures in class nine for
property tax purposes; and

MHEREASy thi Department of Ravenue formerly provided
for the assessment of such property at its depreciated
original cost; and

WHEREASe the Department in 1977 bagap the practice of
employing a ™trended” original cost as the means of valuing
such property prior to the application of depreciation
schedules; and

WHEREASs the Leqlislature has never wmandated the use of
a "trending” process In assessing such propertys which

process produces questionable and inflated values for a type
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of property that enjoys n¢ ready marketi and

WHEREASy the Legislature finds that the depreciated
original cost of commercial furniture and fixtures is a more
reliable standard for the valuation of this property than is
an artificial ™trended™ value which Is not verified by sales

informatione

NOWs THEREFOREy BE IT RESOLVED BY THE SENATE AND THE HOUSE
OF REPRESENTATIVES OF THE STATE UF NONTANA:z

That the Depaftment of Revenue shalle within 30 days of
passage of this resolutions initiate rulemaking proceedings
to modify its depreciation schedules for the assessment of
commercial furniture and fixturesy as embodied in section
42.21.134 of the Administrative Rules of Nontamas %0 as to
continue the present use of 3~y S—9 and 10~year depreciliation
tables while deleting the use of a "trend factor® to arrive
at a "percentage trended depreciation® for property tax
purposess Tha modified rule shall contain tables for the
determination of depreciated orliginal cost values
substantially similar to those contained in section
424214134 of the Administrative Rules of Montana as
promulgated and effactive on February 1, 1981.

-End~
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SJR QUz2s6/02

SENATE JOINT RESOLUTION NO. 26

INTRODUCED BY THOMAS

A JOINT RESOLUTION OF THE SENATE AND THE HOUSE aF
REPRESENTATIVES OF THE STATE OF MONTANA DIRECTING
MODIFICATION OF THE ADMINISTRATIVE RULE GOVERNING THE

ASSESSMENT OF COMMERCIAL FURNITURE AND FIXTURES.

WHEREASs subsectjon (1) of section 15-3-1lls HMLA»
provides that taxable property is to be assessed at 100X of
its market values the price available to a willing seller
from a willing buyer; and

WHHEREAS+ subsection (l)}(e} of section 15-6-139+ MCA.
places commercial furniture and fixtures in ¢class nine for

property tax purposes AND THIS PROPERTIY _I5 OF A DIFFERENT

NATURE THAN_OTHER PROPERTY SUBJECT TO _TRENDING: and

WHEREASs the Department of Revenue formerly provided
for the assessment of such property at its depreciated
original cost; and

MHEREASs THE DEPARTMENT PRESENTLY REQUIRES DEPRECIATED

ORIGINAL COSY YO BE USED FOR PURPDSES OF DEVERMINING NET

BUSINESS INCOME_SUBJECY TO_TAXATVION; AND

WHEREASs the Department in 1977 began the practice of
employing a "trended® original cost as the means of valuing

such property prior to the application of depreciation
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SJR 0026702

schedules; and

WHEREAS,s the Legislature has never mandated the use of
3 "trending" process in assessing such propertyv—whieh
precess-produces-questionable-and-inflated-vatoes—Ffor-a-cype
of-property-that-enjoys—no—ready-market; and

WHEREASs the Legislature Ffinds that the depreciated
original cost of commercial furniture and Fixtures is a wmore
reliable APPROPRIATE standard for the valuneion

DETERMINATIGN OF MARKEY _VALUE of this property thean-—is--an

arttfictat ——"erended”——vatue-—which-ts-not-verified-by-sstes

nformotion.

NOWs THEREFORE. BE 1T RESOLVED BY THE SENATE AND THE HOUSE
OF REPRESENTATLVES OF THE STATE OF MONTANA:

That the Department of Revenue shallev-within-36-days—of
poassage——of-this-resolutiony initiate rulesaking proceedings
to modify its depreciation schedules for the assessment of
commercial furniture and Ffixtures FOR_JAX YEARS BEGIMNING

AFTER_DECEMBER 31y 1981, as embodied in section 42.21.13%4 of

the Administrative Rules of Montanas SO0 as to continue the
present use of 3-4 5-y and 10-year depreciation tables while
deteting the use of a "trend factor® to arrive at a
"percentage trended depreciation” for property tax purposesa
The modified rule shall contain tables for the determination

of depreciated original cost values substantially similar to

-2- SJR 26
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SJR 0026/02

those contained in section 42.21.134 of the Administrative
Rules of Montana as promulgated and effective on February le
1981.

-Enad-

-3- ) SJR 26
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SJR 0026702

SENATE JOINT RESOLUTION NO. 26

INTRODUCED BY THOMAS

A JOINY 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.

WHEREASs subsection (1) of section 15-8-1lls MCA,
provides that taxable property is to be assessad at LOu%  of
its market wvaluey the price available to a willing seller
from a willing buyer; and

WHEREASs subsection (l)(e) of section 15-6-139¢ MCA,
places commercial furniture and fixtures in c¢lass nine for

property tax purposes AND THIS PROPERTY IS OF A_ DIFFERENT

NATURE THAN OTHER PROPERTY SUBJECY YO _TRENDING: ang

WHEREASs the Gepartment of Revenue formerly provided
for the assessment of such property ot its depreciated
original cost; and

WHEREASy _THE DEPARTMENT PRESENTLY REQUIRES OEPRECIATED

ORIGINAL CUST YO BE _USED FOR__PURPOSES _OF DETERMINING NET

BUSINESS _INCOME_SUBJECT TO TAXATION; AND

WHEREASy the Department in 1977 began the practice of
employing a "trended™ original cost as the means of wvaluing

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

schedules; and

WHEREASs the Legislature has never mandated the use of
a "trending" process in 3as5se55ing such propertyv—whteh
process—produces—questionsble-and-infivted-vatuves-for-a—type
of-property-that-enjoys—no-ready-—market; and

WHEREASy the Legislature finds that the depreciated
original cost of commercial furniture and fixtures is 4 more

redradte standard for the vatuation

DETERMINATION OF MARKET VALUE of this property than--ts—-an

artificial--%erended®—~vatve--which-t3-not-verifted-by—sates

tnformation.

NOWs THEREFOREs BE IT RESOLVED BY THE SENATE AND THE HOUSE
OF REPRESENTATIVES OF THE STATE OF MONTANA:

That the Department of Revenue shally-within-36-duaya—of
paasage——of-this-resstutiony initiate rulemaking proceedings
to modify its depreciation schedules for the assessment of

commercial  furniture and fixtures FOR TAX YEARS BEGINNING

AFTER DECEMEER 31+ 17Bls as embodied in section 42.2l.13% of

the Administrative Rules of Montanas S0 a5 to continue the
present use of 3-¢ 5+4 and lO0-year depreciation tables while
deleting the use of a "trend factor® to arrive at a
“percentage trended depreciation™ far property tax purposese
The modified rule shall contain tables for the determination

of deoreciated original cost values substantially similar tao

-2- Corrected SJR 26
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SJR 0026702

those contained in section 42.21.134 of the Administrative
Rules of Montana as promulgated and effective on Februdry ls
1981.

-End-~-

-3~ SJR 26



April 8, 1981

HOUSE COMMITTEE ON TAXATION PROPOSED AMENDMENTS TO SJR 26:

1. Page 1

Following: line 1B

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 1l
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: 1line 4 through "information" on line 6



APRIL 15, 1981

HOUSE AMENDMENTS TO SENATE JOINT RESOLUTION NO. 26

1. Page 1, line 15.

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"



