L CB File No. R034-03

PROPOSED REGULATION OF THE
NEVADA TAX COMMISSION

(This proposed regulation was previously adopted as LCB File No. T0O08-03)

EXPLANATION — Matter in italics is new; matter in brackets femitted-material} is materia to
be omitted. Regulations 361.134 through 361.140 are included in this packet, as part of the 10
year review process conducted by the Nevada Tax Commission. Unless an addition or deletion
is specifically included, this means the regulation is recommended as it is currently written.

AUTHORITY: NRS 360.090, 360.250

Deter mination of Taxable Value of Personal Property
General Provisions
PART N. Parts O through R below and amendments to NAC 361.134 through 361.140 are
intended to be applicable to the valuation of property commencing with the 2004-2005 tax year

and thereafter.

PART O. Definitions. (NRS 360.090, 360.250, 361.227)

Section 1. Acquisition cost means the actual cost of the property to its present owner,
including the costs of transportation and installation. The costs of installation include costs
for direct labor, direct overhead and the capitalized expense of interest or imputed charges for
interest which are necessary to make the property operational. The cost of installation does

not include any chargesfor salestax.

Sec. 2. Original cost means acquisition cost.

Part P. Personal Property Manual required to be published; contents; use by assessors
Section 1. The department shall annually publish a personal property manual describing
the methods and standards to be used for the valuation of personal property. The manual

must be approved by the commission prior to publication.
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Sec. 2. Themanual at a minimum must contain annually updated:

(a) Cost index factors to be used in the conversion of acquisition cost into an estimate of
replacement cost new;,

(b) Expected life schedules indicating the category of expected life for each type of
property or type of industry in which the property is used; and

(c) Percent good tables indicating the rate of depreciation to be applied.

Sec. 3. At least one month prior to the manual being presented for Commission approval,
the Department must disclose any proposed modifications to the manual and must hold a

public workshop on the proposed modifications.

Sec. 4. Each county assessor shall use the personal property manual to determine the

taxable value of personal property.

Part Q. Taxable value formula; use by assessors

Section 1. The taxable value of personal property is determined by adjusting the
acquisition or original cost by a cost index factor. The adjusted acquisition cost is then
reduced by an estimate of applicable depreciation. The taxable value so derived is deemed to

be the replacement cost new less depreciation indicator of value.

Sec. 2. The schedules showing the cost index factor, the rate of depreciation and the
percent good by year must be arranged according to the expected useful lives identified in Part
Q, Sections 3 and 4.

Sec. 3. The assessor must use the schedules by first selecting the appropriate expected
useful life of the personal property. The assessor must then select the appropriate cost index
factor, based on the year of acquisition, and apply it to each acquisition cost. The result is
deemed to be the replacement cost new.

Sec. 4. The assessor may then select the method of applying depreciation by either
multiplying the adjusted acquisition cost by the rate of depreciation and subtracting from
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100%,; or multiplying the adjusted acquisition cost by the percent good factor. Theresult from

either approach is deemed to be the taxable value of the property.

Part R. Determination of expected useful lives, calculation of cost index factors,
calculation of depreciation.

Section 1. Personal property may be categorized by the industry in which it is used or by
the specific type of property. The industry or property type category in turn must be assigned
to a schedule of expected life. Industry or property type categories must be based on
commonly available sources of information such as, but not limited to, the Marshall and Swift
Valuation Service Life Expectancy Guidelines and other sources to be published in the
personal property manual.

Sec. 2. The cost index factors published in the personal property manual shall be
determined by calculating the average change in costs over time. The department shall
identify the sources used to calculate the average change.

Sec. 3. For purposes of calculating the amount of applicable depreciation, personal property
shall be assigned to one of the following expected lives:

(&) Threeyear life;

(b) Five year life;

(c) Seven year life;

(d) Ten year life;

(d) Fifteen year life;

(e) Twenty year life; or

(f) Thirty year life.

Sec. 4. Depreciation shall be calculated using a declining balance methodology over the
expected life of the personal property. Tables providing a method for calculating depreciation
other than the declining balance method must be specifically approved by the Commission

when it considers approval of the Personal Property Manual.
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(a) For purposes of calculating the rate of depreciation, a residual amount of five percent
shall be used. Percent good tables using a residual amount other than five percent may be
adopted by the Commission provided the department has conducted a market study or has

otherwise obtained information indicating a different residual amount is appropriate for the
industry or property type.

NAC 361.134 is hereby repealed
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NAC 361.138 is hereby amended to read asfollows:

NAC 361.138 (NRS 360.090, 360.250, 361.045) Valuation of leased equment For
leased equipment, [
aHowed-by-a-seller} the reported acquisition cost [Fhe“valueto-the-user”} is the cost which the
user of the property would incur if the equipment were purchased, less any discount customarily
allowed by a seller.

NAC 361.139 is hereby amended to read asfollows:
NAC 361.139 (NRS 360.090, 360.250, 361.227) Personal property acquired with real
property for lump sum; other personal property.
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Section 1. In determining the taxable value of personal property which was acquired with
real property for alump sum, the assessor may refer to appropriate guides which list the cost of
equipment to determine the value of the personal property in relation to the value of the rea
property. In addition, the assessor may estimate the age of the equipment by inspecting it or
discussing the approximate value of the equipment with manufacturers, dealers or other persons
in the business who have knowledge of the value of the equipment. The serial number, if it

exists, may enable a manufacturer to determine the date of manufacture and the original cost.

361-134-t0-361-140nelusive—hel  In the event sufficient data is not otherwise available to
establish original or acquisition cost, the assessor may use any nationally recognized valuation
technique, including, but not limited to:

() FAsk-the-manufacturerwhether-he-is-able-to-establish} Establishing the current cost of
replacement of the property with new property by reference to current manufacturing costs. If
the current cost of replacement is known, the assessor shall apply depreciation to that cost to
determine the taxable value.

(b) FYsel Using a guide which lists the cost or a procedure recognized by businesses which
use such equipment to determine the taxable value. Before such a guide or procedure may be
used, an assessor must receive approval from the executive director.

(c) Using information based on current market data.

Sec. 3.  Upon fan-assesser-s} request, the division of assessment standards of the department
pwit} shall provide fhim—with} information on various guides which fhel may be used to
determine original cost.

NAC 361.140 is hereby repealed.

SCHEDULE OFEXPECTED LHE
e Al
PROPERTY EXPECTED LIFE
Aerospace Averageltife
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