OCO~NOUTA,WNE

el
O

12
13
14
15

S.B. 486

SENATE BILL NO. 486-COMMITTEE ON TAXATION

(ON BEHALF OF THE NEVADA ASSESSORS ASSOCIATION)

MARCH 29, 2005

Referred to Committee on Taxation

SUMMARY- Revises method of determining taxable value of

certain property. (BDR 32-259)

FISCAL NOTE: Effect on Local Government: No.
Effect on the State: No.

EXPLANATION — Matter in bolded italics is new; matter between brackets foritted-material} is materia to be omitted.

AN ACT relating to taxation; authorizing the value of intangible
personal property to be used to determine the full cash
value of certain property for the purpose of determining
its taxable value; and providing other matters properly

relating thereto.

THE PEOPLE OF THE STATE OF NEVADA, REPRESENTED IN
SENATE AND ASSEMBLY, DO ENACT ASFOLLOWS:

Section 1. NRS 361.227 is hereby amended to read as follows:
361.227 1. Any person determining the taxable value of real

property shall appraise:
(@) Thefull cash vaue of:

(1) Vacant land by considering the uses to which it may
lawfully be put, any legal or physical restrictions upon those uses,
the character of the terrain, and the uses of other land in the vicinity.

(2) Improved land consistently with the use to which the

improvements are being put.

(b) Any improvements made on the land by subtracting from the
cost of replacement of the improvements all applicable depreciation
and obsolescence. Depreciation of an improvement made on redl
property must be calculated at 1.5 percent of the cost of replacement
for each year of adjusted actual age of the improvement, up to a

maximum of 50 years.
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2. Theunit of appraisal must be asingle parcel unless:

(@ The location of the improvements causes two or more
parcelsto function as asingle parcel;

(b) The parcel is one of a group of contiguous parcels which
qualifies for valuation as a subdivision pursuant to the regulations of
the Nevada Tax Commission; or

(c) In the professional judgment of the person determining the
taxable value, the parcel is one of a group of parcels which should
be valued as a collective unit.

3. Thetaxable value of aleasehold interest, possessory interest,
beneficial interest or beneficia use for the purpose of NRS 361.157
or 361.159 must be determined in the same manner as the taxable
value of the property would otherwise be determined if the lessee or
user of the property was the owner of the property and it was not
exempt from taxation, except that the taxable value so determined
must be reduced by a percentage of the taxable value that is equal to
the:

(a) Percentage of the property that is not actually leased by the
lessee or used by the user during the fiscal year; and

(b) Percentage of time that the property is not actually leased by
the lessee or used by the user during the fiscal year, which must be
determined in accordance with NRS 361.2275.

4. The taxable value of other taxable persona property, except
amobile or manufactured home, must be determined by subtracting
from the cost of replacement of the property al applicable
depreciation and obsolescence. Depreciation of a billboard must be
calculated at 1.5 percent of the cost of replacement for each year
after the year of acquisition of the billboard, up to a maximum of 50
years.

5. The computed taxable value of any property must not exceed
its full cash value. To determine the full cash value of any property
for the purposes of this requirement, the provisions of subsections
1 and 2 of NRS 361.228 do not apply. Each person determining the
taxable value of property shall reduce it if necessary to comply with
this requirement. A person determining whether taxable value
exceeds that full cash value or whether obsolescence is a factor in
valuation may consider:

(8) Comparative sales, based on prices actually paid in market
transactions.

(b) A summation of the estimated full cash value of the land and
contributory value of the improvements.

(c) Capitalization of the fair economic income expectancy or fair
economic rent, or an analysis of the discounted cash flow.
= A county assessor is required to make the reduction prescribed in
this subsection if the owner calls to his attention the facts warranting
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it, if he discovers those facts during physical reappraisal of the
property or if he is otherwise aware of those facts.

6. The Nevada Tax Commission shall, by regulation, establish:

(@) Standards for determining the cost of replacement of
improvements of various kinds.

(b) Standards for determining the cost of replacement of
personal property of various kinds. The standards must include a
separate index of factors for application to the acquisition cost of a
billboard to determine its replacement cost.

(c) Schedules of depreciation for personal property based on its
estimated life.

(d) Criteria for the vauation of two or more parcels as a
subdivision.

7. In determining the cost of replacement of personal property
for the purpose of computing taxable value, the cost of all
improvements of the persona property, including any additions to
or renovations of the persona property, but excluding routine
maintenance and repairs, must be added to the cost of acquisition of
the personal property.

8. The county assessor shall, upon the request of the owner,
furnish within 15 days to the owner a copy of the most recent
appraisal of the property, including, without limitation, copies of
any sales data, materials presented on appeal to the county board of
equalization or State Board of Equalization and other materials used
to determine or defend the taxable value of the property.

9. The provisions of this section do not apply to property which
is assessed pursuant to NRS 361.320.

Sec. 2. NRS 361.228 is hereby amended to read as follows:

361.228 Except as otherwise provided in NRS 361.227:

1. All intangible personal property is exempt from taxation,
including, without limitation:

() Shares of stock, bonds, mortgages, notes, bank deposits,
book accounts such as an acquisition adjustment and credits, and
securities and choses in action of like character; and

(b) Goodwill, customer lists, contracts and contract rights,
patents, trademarks, trade names, custom computer programs,
copyrights, trade secrets, franchises and licenses.

2. The vaue of intangible personal property must not enhance
or be reflected in the value of real property or tangible personal
property.

3. The attributes of real property, such as zoning, location,
view and geographic features, are not intangible personal property
and must be considered in valuing the real property, if appropriate.
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1 Sec. 3. Thisact becomes effective on July 1, 2005.
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