SENATE BILL NO. 325

INTRODUCED BY MCCALLUM

IN THE SENATE

FEBRUARY 11, 1987 INTRODUCED AND REFERRED TG COMMITTEE
'ON TAXATION.

MARCH 7, 1987 - COMMITTEE RECOMMEND BILL
DO PASS. REPORT ADOPTED.

MARCH 9, 1987 PRINTING REPORT.

MARCH 11, 1987 SECOND READING, DO PASS.

MARCH 12, 1987 ENGROSSING REPORT.

MARCH 13, 1987 THIRD READING, PASSED.

AYES, 49; NOES, 0.
TRANSMITTED TO HOUSE.
IN THE HOUSE

MARCH 13, 1987 INTRODUCED AND REFERRED TO COMMITTEE
ON TAXATION.

APRIL 6, 1987 COMMITTEE RECOMMEND BILL BE
CONCURRED IN. REPORT ADOPTED.

STATEMENT OF INTENT ADOPTED.
APRIL 9, 1987 SECOND READING, CONCURRED IN.

APRIL 10, 1987 THIRD READING, CONCURRED IN.
AYES, S%4; NOES, 1.

RETURNED TO SENATE WITH STATEMENT
OF INTENT.



IN THE SENATE
AFRIL 15, 1987 RECEIVED FROM HOUSE.

SECOND READING, STATEMENT OF
INTENT ADOPTED.

ON MOTION, RULES SUSPENDED TO PLACE
BILL ON THIRD READING THIS DAY.

"THIRD READING, STATEMENT OF
INTENT ADOPTED,

SENT TO ENROLLING.



STATE OF MONTANA - FISCAL NOTE
_ Form BD-15
In compliance with a written request, there is hereby submitted a Fiscal Note for $B323, as introduced.

DESCRIPTION OF PROPOSED LEGISLATION:

An act directing the Department of Revenue to consider reductions from market value for physical depreciation,
functional obsolescence, and economic obsolescence when using construction cost to approximate market value for
property tax purposes; and providing an applicability date.

FISCAL IMPACT:

This proposal would have no revenue or expenditure impact. Under current law, the Department of Revenue considers
reductions from market value for physical depreciation, functional obsolescence, and economic obsolescence when
using construction cost to approximate market value.

DAVID L. HUNTER )/BUDGET" DIRECTOR
Office of Budget and Program Planning

CALLUM, PRIMARY SPONSOR

Fiscal Note for S§B325. as introduced,
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}%@ BILL NO. _Fals”
INTRODUCED BY % é% P

A BILL FOR AN ACT ENTITLED: "AN ACT DIRECTING THE
DEPARTMENT OF REVENUE TO CONSIDER REDUCTIONS FROM MARKET
VaLUE FOR PHYSICAL DEPRECIATION, FUNCTIONAL OBSOLESCENCE,
AND ECONOMIC OBSOLESCENCE WHEN USING CONSTRUCTION COST TO
APPROXIMATE MARKET VALUE FOR PROPERTY TAX PURPOSES; AMENDING

SECTION 15-8«111, MCA; AND PROVIDING AN APPLICABILITY DATE."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section 1. Section 15-8-111, MCA, is amended to read:
*15~8-111. Assessment =-- market wvalue standard ~-

exceptions. (1) All taxable property must be assessed at

100% of its market value except as provided in subsection

{5) of this section and in 15-7-111 through 15-7-114.

(2) {(a) Market value is the value at which property
would change hands ‘between a willing buyer and a willing
seller, neither beiﬁg under any--compulsion to buy or to sell
and both having reasonable knowledge of relevant facts.

(b} If the department uses construction cost as one

approximation of market vailue, the department shall fully

congider reduction in value caused by depreciation, whether

through physical depreciation, functional cbsoclescence, or

@ana Lagis/ative Cauncil

economic obsclescence.
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tbY(c) Except as provided in subsection (3), the
market wvalue of all motor trucks; agricultural tools,
implements, and machinery; and vehicles of all kinds,
including but not limited to aircraft and boats and all
watercraft, is the average wholesale value shown in national
appraisal guides and manuals or the value of the vehicle
before reconditioning and profit margin. The department of
revenue shall prepare wvaluation schedules shewing the
average wholesale value when no naticnal appraisal guide
exists.

{3) The department of revenue or its agents may not
adopt a lower or different standard of value from market
value in making the official assessment and appraisal of the
value of property in 15-6-134 through 15-6-140 and 15-6-14%
through 15-6-149, except:

ta) the wholesale value for agricultural implements
and machinery is the loan value as shown in the OFEficial
Guide, Tractor and Farm EqQuipment, published by the naticnal
farm and power equipment dealers association, St. Louis,
Missouri; and

{(b) for agricultural implements and machinery not
listed in the official guide, the department shall prepare a
supplemental wanual where the values reflect the same
depreciation as those found in the cfficial guide.

{4) Por purposes of taxation, assessed valuye is the

“2> INTRODUCED BILL
SB 3as



10

11

iz

13

14

16

17

18

19

20

21

22

23

24

LC 1372/01

same as appralsed value.

(5} The taxable value for all property in classes four
through eleven and fifteen through nineteen is the
percentage of market value established for each class of
property in  15-6-134 through 15-6-141 and 15-6-145 through
15-6-149.

{6} The assessed value cf properties in 15-6-131
through 15-6-133 is as EFqllows:

{a) Properties in 15-6-i3L, wunder «class one, are
assessed at 100% of the annual net proceeds after deducting
the expenses specified and allowed by 15-23~503.

(b) Properties in 15-6-132, under class twe, are
asgessed at 100% of the annual gross proceeds.

(c) Properties in 15-6-133, under c¢lass three, are
assessed at 100% of the productive capacity of the lands
when valued for agricultural purposes. All lands that meet
the qualifications of 15-7-202 are valued as agricultural
lands for tax purposes.

{d) Properties in 15-6-143, under class thirteen, are
assessed at 100% of the combined appraised value of the
standing timber and grazing productivity of the land when
valued as timberland.

(7} Land and the improvements thereon are separately
assessed when any of the fellowing conditicns occur:

(a} ownership of the improvements is different from
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ownership of the land;
{b) the taxpayer makes a written reqguest: or
{c) the 1land is outside an incorporated city or town.

(B) The taxable value of all property in 15-6-131 and

classes two, three, and thirteen is the percentage of
agsessed value established in 15=-6-131(2), 19-6-132,
15-6-133, and 15-6-143 for each class «of property.

({Subsections (3)(a) and (3)(b) applicable to tax years
beginning after December 31, 198%--sec. 4, Ch. 463, L. 1985,
Subsection (6)(d) and references in (B8) to class thirteen
and 15-6-143 terminate January 1, 1991--sec. 10, Ch. 681, L.
1985.)"

NEW SECTION. Section 2. Extension of authority. Any
existing authority of the department of revenue to make
rules on the subject of the provisions of this act is
extended to the provisions of this act.

NEW SECTION. Section 3. Applicability date. This act
applies to taxable years beginning after December 31, 1987,

-End-
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APPROVED BY COMMITTEE
ON TAXATION

)M BILL NO, «Hds"
INTRODUCED BY %éﬂ pa o

A BILL FOR AN ACT ENTITLED: "aN ACT DIRECTING THE
DEPARTMENT OF REVENUE TO CONSIDER REDUCTIONS FROM MARKET
VALUE FOR PHYSICAL DEPRECIATION, FUNCTIONAL OBSOLESCENCE,
AND ECONOMIC OBSOLESCENCE WHEN USING CONSTRUCTION COST TO
APPROXIMATE MARKET VALUE FOR PROPERTY TAX PURPOSES; AMENDING

SECTION 15-8-111, MCA; AND PROVIDING AN APPLICABILITY DATE."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Sectiopn 1. Secticn 15-8-111, MCA, is amended to read:
"15-8-111. Assessment -——- market wvalue standard --

exceptions. (1) All taxable property must be assessed at

100% of its market value except as provided in subsectian

(5) of this section and in 15-7-111 through 15-7-114.

(2) (a) Market.value is the value at which property
would change handsf‘ﬁetween a willing buyer and 2 willing
seller, neither beiéé under any-compulsion to buy or to seil
and both having reascnable knowledge of relevant facts.

(b) If the department uses construction cost as one

approximation of wmarket value, the department shail fully

consider reduction in value czused by depreciation, whether

through physical depreciation, functional obsclescence, or

economic obsolescence.
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tby{c} Except as provided in subsection (3), the
market wvalue of all motor trucks; agricultural tools,
implements, and machinery; and vehicles of all kinds,
including but not 1limited to aircraft and boats and all
watercraft, is the average wholesale value shown in national
appraisal guides and manuals or the value of the vehicle
before reconditioning and profit margin. The department of
revenue shall prepare wvaluation schedules showing the
average wholesale wvalue when no national appraisal guide
exists.

{3) The department of revenue or its agents may not
adopt a lower or different standard of value from market
value in making the cfficial assessment and appraisal of the
value of property in 15-6-134 through 15-6-140 and 15-6~145
through 15-6-149, except:

(a) the wholesale wvalue for agricultural implements
and machinery is the locan value as shown in the Official
Guide, Tractor and FParm Equipment, published by the national
farm and power equipment dealers association, St. Louis,
Missouri; and

(b) for agricultural implements and machinery not
listed in the cfficial guide, the department shall prepare a
supplemental manual where the values reflect the same
depreciation as those found in the official guide.

{4) For purposes of taxation, assessed wvalue 1is the

- SECOND READING
SB 3xs5
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same as appraised value,

(%) The taxable value for all property in classes four
through eleven and fifteen through nineteen 1is the
percentage of market value established for each class of
property in 15-6-134 through 15-6-141 and 15-6~145 through
15-6-149,

{6) The assessed wvalue of properties in 15-6-131
through 15-6-133 is as follows:

(a) Properties 1in 15-6-131, under <class one, are
assessed at 100% of the annual net proceeds after deducting
the expenses specified and allowed by 15-23-503.

{b) Properties in 15-6-132, under <class two, are
assessed at 100% of the annual gross proceeds.

{c) Properties in 15-6-133, under class three, are
assessed at 100% of the productive capacity of the lands
when valuedAfor agricultural purposes. All lands that meet
the qualifications of 15-7-202 are valued as agricultural
lands for tax purposes.

(d) Properties in 15-6-143, under class thirteen, are
assessed at 100% of the combined appraised value of the
standing timber and grazing productivity of the land when
valued as timberland,

(7) Land and the improvements thereon are separately
assessed when any of the following conditions occur:

{a) ownership of the improvements 1is different from
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ownership of the land;

(b) the taxpayer makes a written request; or

{c) the 1land is cutside an incorporated city or towi.

(8) The taxable wvalue of all property in 15-6-131 and
classes two, three, and thirteen 1is the percentage cof
assessed value established in 15~6-131(2), 15-6-132,
15-6-133, and 15-6~143 for each «class of property.
(Subsections (3)(a} and (3){b) applicable Lo Lax years
beginning after December 31, 13%85--sec. 4, Ch. 463, L. 1985.
Subsection (6)(d) and references in (8) to class thirteen
and 15-6-143 terminate January 1, 1991--sec. 16, Ch. &81, L.
1985.)"

NEW SECTION, Section 2. Extension of authority. Any
existing authority of the department of revenue to make
rules on the subject of the provisions of this act is
extended to the provisions of this act.

NEW SECTION. Section 3. Applicability date. This act
applies to taxable years beginning after December 31, 1987.

~-End-
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w BILL NO. _Als

INTRODUCED BY W

A BILL FOR AN ACT ENTITLED: "AN ACT DIRECTING THE
DEPARTMENT OF REVENUE TO CONSIDER REDUCTIONS FROM MARKET
VALUE FOR PHYSICAL DEPRECIATION, FUNCTIONAL OBSOLESCENCE,
AND ECONOMIC OBSOLESCENCE WHEN USING CONSTRUCTION COST TO
APPROXIMATE MARKET VALUE FOR PROPERTY TAX PURPOSES; AMENDING

SECTION 15-B-111, MCA; AND PROVIDING AN APPLICABILITY DATE."

BE IT ERACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section 1. Section 15-8-111, MCA, is amended to read:
*15-8~111. Assessment -- market wvalue standard --

exceptions. (1} All taxable property must be assessed at

1008 of its market value except as provided in subsection

[5) of this section and in 15-7-111 through 15-7-114.

{2) (a) Market value is the walue at which property
would change hands ‘between a willing buyer and a willing
seller, neither beiﬁg under any-compulsion to buy or to sell
and both having reasonable knowledge of relevant facts.

(b) If the department uses construction cost as one

approximation of market value, the department shall fully

consider reduction in value caused by depreciaticon, whether

through physical depreciation, functional cbsolescence, or

economic obsolescence.
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tby(c) Except as provided in subsection (3), the
market wvalue of all motor trucks; agricultural tools,
implements, and machinery; and wvehicles of all kinds,
including but not 1limited teo aircraft and boats and all
watercraft, is the average wholesale value shown in national
appraisal guides and manuals or the wvalue of the vehiclie
before reconditioning and profit margin. The department of
revenue shall prepare valuation schedules showing the
average wholesale value when no national appraisal guide
exists.

{(3) The department of revenue or its agents ®may not
adopt a lower or different standard of value from market
value in making the cfficial assessment and appraisal of the
value of property in 15-6-134 through 15-6-140 and 15-6-145
through 15-6-14%, except:

{a} the wholesale value for agricultural implements
and machinery is the loan value as shown in the OFfficial
Guide, Tractor and Farm Equipment, published by the national
farm and power equipment dealers association, St. Louis,
Missouri; and

(k) for agricultural implements and machinery not
listed in the official guide, the department shall prepare a
supplemental manual where the wvalues reflect the same
depreciation as these found in the official guide.

(4} PFor purposes of taxation, assessed wvalue is the

THIRD READING
SB 3as
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same as appralsed value.

(5} The taxable value for all property in classes four
through eleven and Fifteen through nineteen is the
percentage of market value established for each class of
property in 15-6-134 through 15-6-141 and 15-6-145 through
15-6-149.

{6) The assessed value of properties in 15-6-131
through 15-6-133 is as follows:

{a) Properties in 15-6-131, wunder class one, are
assessed at 100% of the annual net proceeds after deducting
the expenses specified and allowed by 15-23-503.

(b} Properties in 15-6-132, wunder class two, are
assessed at 100% of the annual gross proceeds.

(c} Properties in 15-6-133, under class three, are
assessed at 100% of the productive capacity of the lands
when valued-for agricultural purposes. All lands that meet
the qualifications of 15-7-202 are valued as agricultural
lands for tax purpases.

(d) Properties in 15-6-143, under class thirteen, are

assessed at 100% of the combined appraised value of the

standing timber and grazing productivity of the land when .

valued as timberland.
(?) Land and the improvements thereon are separately
assessed when any of the follaowing conditions occur:

{a) ownerahip of the improvements is different from

-3-
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ownership of the land:

(b) the taxpayer makes a written request; or

(c) the land is outside an incorporated city or town.

{8) The taxable value ©f all property‘in 15-6-131 and
classes two, three, and thirteen 1s the perce?taqe ot
assessed value established in 15-6-131{({2), 15-6-1132,
15-6-133, and 15-6-143 for each «c¢lass of propercty,
{Subsections (3){a) and (3)(b) applicable 0o tax years
beginning after December 31, 1985--sec. 4, Ch. 463, L. 1985.
Subsection (6)(d) and references in (8) to class thirteen
and 15-6-143 terminate January 1, 1991~-sec. 10, Ch. 881, L.
1985.)"

NEW SECTION. Section 2, Extension of authority. Any
existing authority of the department of revenue to make
rules on the subject of the provisions of this act |is
extended to the provisions of this act.

NEW SECTION. Section 3. Applicability date, This act
applies to taxable years beginning after December 31, 1987.

-End-
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STATEMENT OF INTENT
SENATE BILL 325

House Taxation Committee

It is the intent of this legislation to embody into
statute the current practice of the department of revenue in
determining depreciation, including functiocnal obsolescence
and economic obsolescence. This bill is not intended to

change the current practice of the department of revenue.

fl\ (Marlt:na Legistative Copncd

REFERENCE BILL
SB 3a§
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SENATE BILL NO. 325
INTRODUCED BY MCCALLUM
A BILL FOR AN ACT ENTITLED: “AN ACT DIRECTING THE

DEPARTMENT OF REVENUE TO CONSIDER REDUCTIONS FROM MARKET
VALUE FOR PHYSICAL DEPRECIATION, PFUNCTIONAL OBSOLESCENCE,
AND ECONOMIC OBSOLESCENCE WHEN USING CONSTRUCTION COST TO
APPROXIMATE MARKET VALUE FOR PROPERTY TAX PURPOSES;: AMENDING

SECTION 15-8-111, MCA; AND PROVIDING AN APPLICABILITY DATE."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Sectiaon 1. Section 15-8-111, MCA, is amended to read:
"15-8-111. Assessment -- market value standard --

exceptions. (1) All taxable property must be assessed at

100% of its market value except as provided in subsection

(5) of this section and in 15-7-111 through 15-7-114.

(2) {a) Market wvalue is the value at which property
would change hands between a willing buyer and a willing
seller, neither being under any compulsion to buy or to sell
and both having reasonable knowledge of relevant facts.

{b) If the department uses construction cost as one

approximation ©Ff market value, the department shall fully

consider reduction in value caused by depreciation, whether

through pnys:cal depreciation, funetional obsclegcence, or

econcmic vbsolescence.
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tb¥{c) Except as provided in subsection (3), the
market wvalue of all motor trucks; agriecultural tools,
implements, and machinery; and vehicles of all kinds,
including but not limited to aircraft and boats and all
watercraft, is the average wholesale value shown in national
appraisal guides and manuals or the value of the wvehicle
before reconditioning and profit margin. The department of
revenue shall prepare valuation schedules showing the
average wholesale wvalue when no national appraisal guide
exists.

{3) The department of revenue or its agents may not
adopt a lower or different standard of value from market
value in making the official assessment and appraisal of the
value of property in 15-6-134 through 15-6~140 and 15-6-145
through 15-6-143, except:

fa) the wholesale wvalue for agricultural implements
and machinery is the lcan value as shown in the QOfficial
Guide, Tractor and Farm Equipment, published by the national
farm and power equipment dealers asscclation, 5t. Louls,
Missouri; and

{(b)y for agricultural implements and machinery not
listed in the official guide, the deparctment shall prepare a
supplemental manual where the values reflect the same
depreciation as those found in the rficial guide.

(4) For purposes of taxation, assessed wvalue is the

-2- SB 325
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same as appraised wvalue.

(5) The taxable value for all property in classes four
through eleven and fifteen through nineteen is the
percentage of market value established for each class of
property in 15-6-134 through 15-6-141 and 15-6-145 through
15-6-149.

{6) The assessed wvalue of properties in 15-6-131
through 15-6-133 i3 as follows:

(a) Properties in 15-6-131, wunder class one, are
assessed at 100% of the annual net proceeds after deducting
the expenses specified and allowed by 15-23-503.

(b) Properties in 15-6-132, under class two, are
assessed at 100% of the annual gross proceeds.

(¢} Properties in 15-6-133, under class three, are
assessed at 100% of the productive capacity of the lands
when valued for agricultural purposes. All lands that meet
the qualifications of 15-7-202 are valued as agricultural
lands for tax purposes.

(d) Properties in 15-6-143, under class thirteen, are
assessed at 100% of the combined appraised value of the
standing timber and grazing productivity of the land when
valued as timberland.

{7) Land and the improvements thereon are separately
assessed when any of the following conditicns occur:

(a) ownership of the improvements is different from

-3- SB 325
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ownership of the land;

{b) the taxpayer makes a written request; Or

(c) the land is outside an incorporated city or town.

(8) The taxable value of all property in 15-6-131 and
classes two, three, and thirteen is the percentage of
assessed value established in 15-6-131(2}, 15-6-132,
15-6-133, and 15-6-143 for each «c¢lass of property.
(Subsections (3)(a) and (3)(b}) applicable to tax years
beginning after December 31, 1985--sec. 4, Ch, 463, L, 1985.
Subsection (6){d) and references in (8) to class thirteen
and 15-6-143 terminate January 1, 1991--sec. 10, Ch. 681, L.
19a85.)"

NEW SECTICN. Section 2. Extension of authority., Any
existing aufhority of the department of revenue to make
rules on the subject of the provisions of this act is
extended to the provisions of this act.

NEW SECTION. Section 3, Applicabllity date. This act
applies to taxable years beginning after December 31, 1987.

~End-
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STANDING COMMITTEE REPORT
HOUSE APRIL 6 1987

Mr. Speaker: We, the committeeon HOUBE TAXATION . _ S
report o SENATE BILL NQ. 325

J do pass - XX be concurred in 1 as amended

O do not pass (] be not concurred in XX slatement of intent attached

1
Reprgsenéative Jack Aamirez -harman

STATEMENT OF INTENT

It is the inteént of this legislation to embody into statute the
current practice of the department of revenue in determining
depreciation including functional obsclescence and economic
obsolescence. This bill is not intended to change the current
practice of the department of revenue.

THIRD reading copy (. BLUE )
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