.

Real Property Return
Processing Procedures
Manual

2000

Oregon Department of Revenue

¢

/

150-338-415 (2-01)







Real Property Return Processing Procedures
Table of Contents

L@ 1V VA T= LYY 1-1
County Industrial Return Processing Timeling .........ccocoovveiiii i 1-1
F U4 aTe] ] YOS SURRTP 2-1
(DT 1Yod [ 1Y U | I 3-1
[ L] {1 L0 R 3-1
What is CONFIAENTIAI? .....coiieeeiiieee e 3-1
AULNOTIZAtioN t0 DISCIOSE ...vvvvvieiiiiiiiiie ettt e s e e s ae e e e e e 3-1
Secrecy Laws CertifiCate.........ciiiiiiiiiiie et 3-1
T T LTI 3-2
U] o] 1o {=ToT0] (o YT 3-2
Disposal of Confidential Materials ............ccccoviiiiiieie e 3-2
Disclosure Authorization TabIES...........ooii i 3-3
=T 4-1
Y= L=Tot o] 0 ) Yo 70 11 | £ 4-1
Definition of an Industrial Plant.............cooooiiiiii e 4-1
Determination of ReSPONSIDIILY ........ccoviiiiiiiie e 4-2
(0] 0 0 ST TOTORR 5-1
Y] 0] 011 [0 o 1SS TOPR PSPPI 6-1
Oregon Enterprise Zone EXEMPLION ......ociiiiie i 6-1
Commercial Facilities Under Construction EXemption .........ccccccvevvieiiecviie e, 6-1
Pollution Control Facilities EXeMPLION ..........cccveiiiiiiiiccic e 6-2
Real Versus Personal PrOPerty ...ttt 7-1
Why ClasSify PrOPEITY? ...oiviieiiee ittt ettt e nra e srna e 7-1
Classification PrOCEAUIES ........ccuveieeee ettt e et e e e e s s earaaeee s 7-1
DefiniNg the TEIMS ...oiiiie e e e e e erne e 7-1
ASSESSIMENT PrOCESS .....ceeeeiiiiiiciie ettt ettt e e e e e e e et e e e e e e e e e e e e e s e bbb eeeeeas 7-1
To Where and to Whom it iS ASSESSEA .......ceveiiiiiriiiiieii e 7-2
Trends and Depreciation FACTOIS .........ocviiiie it 8-1
Categorization—Special Use Versus General USE ..........ccccevvviiiieiiieecie e 8-1
D =T o] (ol T L1 o] o [P O PR PR OPROPSTRN 8-2
(O @ 0 Y0 ] (=T o1 =Y o (o7 =R 8-3
POINES 1O REVIBW ...ttt e et e e e e e et e e e e e e ebbaeeeeeeaas 8-3
D (=1 0 ST 0] o 1Y 9-1
Extension Requests to the Assessor for Filing Property Returns ...........cccccccevveenen. 9-1
(7o T0 L0 [ O 18 11T 9-1
AdMINISTFAtIVE NEEA .....ooi i e st e e e s s eraee e e e e e aans 9-1
The EXTENSION REQUEST ......eeiiieiiie sttt sttt e et srae e srre e snae e 9-1
FIlING the REIUIN .ottt e e et e e naee s 9-1
Verification of Taxpayer INformation ............ccceeoii i 9-2
Extension Requests to the Department for Filing Property Returns ............c...c...... 9-2
Additional INfFOrMAtION ......c.evveiiiii e e e e 9-3
Measure 50, Exemptions, and Maximum Assessed Value .............ccccceoevvennnne, 10-1
MEBASUIE B0 ...ttt e e e e e e e e e et e e e bbb bbbt aarrra et e e e e e e e e e e e e 10-1

150-338-415 (Rev. 2-01) i Table of Contents



DY 11 011 T0) 4 LSRR 10-1

Maximum ASSESSEA ValUE ..........oouiiiiiiiiieie s 10-3
Establishing a Changed Property Ratio..........cccceoveiiiiiiiiie e 10-8
Changes to Property (EXCEPLIONS) ...ccvviiivieiiieciie et 10-8
MINOF CONSEIUCTION ...t 10-9
General Ongoing Maintenance and REPAIN ........c.ccovevviiiiiieiiie s 10-13
Netting of Exceptions and REtIr€MENLS ........covvviiiiieiiiiiiie e 10-13
Changed Property ANalySiS.........c.cocviiiiiiiiiiiie et 10-14
Reduction of Maximum Assessed Value for Property
Destroyed or Damaged by Fire or Act of GOd .......ccccoeeviiiviiiiee e, 10-18
Determination of Real Market Value for Property
Destroyed or Damaged Between January 1 and July 1...........ccooeiiiiniinnnnn, 10-21
Statutes and Rules Affecting Determination of MAV and Exceptions ................. 10-21
Processing the Real Property RETUIN ..........ccoeiiieeiie e 11-1
General Office PrOCEAUIES .........coiiiiiiiieiiie e 11-1
Selection Of PrOPEITIES .....c..viiiie ettt 11-1
Mailing Of the RELUINS .......ooiiiiiii e e 11-1
Receipt Of the REIUINS ...cvviiec e 11-1
Value CompPULatioN SNEELS ........ociiiiiiie e 11-1
GELING STAIEA ..o 11-3
Preparation for Processing the REtUIN ...........cocveeiii e 11-3
Checklist for the Initial Review of the Return ...........cccoocvviviiiniiiic 11-3
WOIKING the REIUIN ..oeiiii et e neas 11-5
Estimating Real Market ValUe ...........cccoooiiiiiiiiiiec e 11-5
Calculating Maximum Assessed ValUue ...........cccoveviiiiiiiiie e 11-6
BUIlAINGS aNd SEIUCLUIES .....veeiieeciie ettt 11-6
Completed Additions for Buildings and StruCtures...........ccceevvevvieeiieciieecineenn, 11-7
AddItIoNS CHECKIIST ..ot 11-8
Retirements of Buildings and StrUCIUIES ..........coovveiiieiiee e 11-8
Retirements ChecKIiSt ... 11-9
Buildings and Structures Under CONStruCtion ...........cccevvvveivieeiiee e, 11-10
Machinery and EQUIPMENT ........ooiiiiiie et 11-10
Moving Assets from Real to Personal or Personal to Real..............ccccccveenenns 11-10
Completed Additions of Machinery and Equipment ............cccccoevveiveeiiieeinnnn 11-11
AddItIoNS CHECKIIST ..o 11-12
Retirements of Machinery and EQUIPMENTt ...........cccoveeiieeiiie e 11-12
Retirements CheCKIiSt .........covoiiiiiiiie e 11-13
Machinery and Equipment Being Installed ............ccccooveviiiiieeiiicciic e 11-14
Land Site DeVEIOPMENT........c..ciiii ittt ae e 11-14
Real Property Machinery and Equipment Leased
From and/or Owned DY OthErS .........ccooviiiii i 11-14
Leased Real Property ChecKIiSt .........ccoviiiiiiiiiiiii e 11-15
(= 0] 11 T0] o PR ROURSTRPPR 11-15
Enterprise Zone Tax EXEMPLION ......coiiiiiiie i 11-15
Commercial Facilities Under Construction EXemption ..........cccccccvevieeiieennnen. 11-16
Pollution Control Facilities EXeMPLION .........cceoviiiiiieiiic i 11-16
SAIVAGE VAIUE ...t 11-17
EXCESS ODSOIESCENCE ...ttt 11-17
CoNtamiNAted PrOPEITY .....ccivieieiee ettt sree e snre e sraeesnae e 11-18
OMILtEA PrOPEITY ...viiiiiieiiec ettt e e e sbe e ree s 11-19
Omitted Property/Roll Corrections Checklist ...........ccccovveviiiiiec i, 11-20

Table of Contents ii 150-338-415 (Rev. 2-01)



Incomplete RetUrNS/NON-TIEIS .......cviiiiei i 11-20

Additional Information the Taxpayer May Provide ...........ccccovvevieeiieeiiec e, 11-21
PENAITIES ... nnee s 11-21
FOOTNOTES ...ttt ettt et 11-22
Review of Value Computation SNEEt..........ccciiiiiiiiieie e 11-22
Processing the Personal Property REtUIMN ........cccccooii e 12-1
R ST 010 (] o PSPPSR 12-1
Trade LEVE] CONCEPL .. .oeiiiiecii et se et e e rae e 12-1
VAIUBLION ...ttt nnennee s 12-2
Leased OF RENTEA PrOPEITY ....couviiiiie ettt 12-3
NON-INVENTOIY SUPPHES ..oeveeeiie ettt re e 12-3
Maximum ASSESSEA ValUE ..........couiiiiiiiiiesie s 12-3
PENAITIES ...t 12-4
NON-THEIS bbbt 12-5
AddItIONal GUIANCE ..ot nre e 12-5
ADDENDA
RPR Processing ChECKIIST ..........coiiiiiiciic e 13-1
Sample Forms
Real Property Return (150-301-031-1) ..cceeiiiieiiieiie ettt 14-1
Confidential Personal Property Return (150-553-004) ........ccooveiieeiiineiiiie e, 14-9
Industrial Property Return (150-301-032, 150-301-032-1) ....ccoovvevveevieeiieecieenee 14-13
Property Return Extension Request (150-301-015) .......ccocvevirieiiieiiieiiie e, 14-23
Oregon Enterprise Zone Tax Exemption Application (150-310-075) .................. 14-25
Pollution Control Facilities Exemption (150-310-059) ........ccccveviieiiieeiiiieeiie e 14-29
Application for Cancellation of Assessment on Commercial Facilities

Under Construction (150-310-020) .....c..coiieeiiieiiee i sie e 14-31
Secrecy Laws Certificate (150-303-044) ......ccoviiiieiiieiiee et 14-33
Industrial Account Transfer (150-301-033) ......ccciiieiieeiieeiie e 14-35

Legal Opinions
Art Fish letter—Commercial Facilities Under Construction ............cccceeevieiinnnene 15-1
Glenn Coxen letter—Pollution Control EXemption .........c.cccccvevievieiiee e, 15-11
Pete Burnell letter—Pollution Control EXemption .........ccccocveeiee e, 15-15
James King letter—Late Filing Penalties ............ccccooveiiiiiiec e 15-19
Dean Schmidt letter—

Industrial Personal Property Reporting and AsSSesSsSmMent ............ccceevveevvveenne, 15-25
Dean Schmidt letter—Audit AUtNOIILY ....ccvveiiiiiiec e 15-29
Dean Schmidt letter—Changed Property Ratio ...........cccceevveiiieeiiecce e, 15-33

Court Cases
James Helm v. Wm. Gilroy—Real v. Personal Property .........cccccoccovveiveeiiivecinnenn, 16-1
Seven-Up Bottling Co. v. DOR—Real v. Personal Property ........cccccccevvveiiveenneennn, 16-7
First National Bank of Oregon v. Marion County—Assessment of Property ..... 16-17
Bear Creek Plaza, Lamont’s Apparel v. DOR—

Real Property ASSESSEA t0 OWNEN ......cccvieiiieeiiee e s ee e stae e 16-39
Linn County v. DOR—Commercial Facilities Under Construction ..................... 16-47
DOR v. David Lorati—MAV and Measure 50 .........cccccvrerreriiennienie e see e 16-55
Parks Westsac, LLC v. DOR—

MAV Not Affected by Lowering RMV is Not Aggrieved..........cccceoeveviiieiinenn, 16-69

150-338-415 (Rev. 2-01) iii Table of Contents



Department Issuance

2000-2001 IPR Property Return Computation Supplement............ccccovveiiieenieenne, 17-1
Economic Obsolescence in Oregon’s Lumber
and Plywood Manufacturing Industry; Tax Year 2000-2001 ...........cccceevveernnnne. 17-5
Economic Obsolescence in the Fishing Industry in Oregon for 2000-2001....... 17-11
Example
Calculating @ FEEUIMN .....eee et e e 18-1
(€] T 1S1ST= 1 O POPR TR 19-1

Table of Contents iv 150-338-415 (Rev. 2-01)



Overview

The following procedures are meant to provide guidance to local assessing officials in Oregon for the
annual maintenance of assessed values for county responsibility industrial properties that are sent real
and personal property return(s) under the authority of ORS 308.290. ORS 308.290 in summary states
that every person and the managing agent or officer of any firm, corporation, or association owning or
in possession of taxable real property and/or having in possession or under control taxable personal
property shall make a return(s) of the property for ad valorem tax purposes to the assessor of the county
in which such property is situated.

These procedures are intended to supplement Oregon Statutes and Oregon Administrative Rules (OAR).
They are not meant to replace those references nor the use of acceptable appraisal methods and/or
techniques. It is recommended that these procedures be adapted to function with each county’s spe-
cific program.

For additional resources, up-to-date publications, forms, etc., check the Department of Revenue’s Web
site at www.dor.state.or.us/ptd.html.

County Industrial Return Processing Timeline

Prior to Obtain listing of all accounts which are to receive a real and/or personal
December 31 property return.

Have mailing labels made for all accounts on listing.

Order an adequate number real property return forms (150-301-031) and
personal property return forms (150-553-004) from the Department of
Revenue.

Prepare returns for mailing.
Mail returns to taxpayer.

March On or before March 1, taxpayers file real and personal return(s).
On or before March 1, taxpayers request extensions for filing.

Assessor begins processing returns for industrial accounts.

April On or before April 15, taxpayers with extensions file.

September 25 No further changes to assessment roll except as provided by ORS 308.242
and 311.205-311.215.

On or before Assessor may make changes or stipulate valuation judgment if it results in

December 31 reduction in value. See ORS 308.242 and 311.205-311.215.

Prior to convening Assessor may stipulate to a change in valuation judgement that results in a

of BOPTA reduction at any time up until the convening of the Board of Property Tax

Appeals. See ORS 308.242.
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Authority

Oregon law directs that every person and the managing agent or officer of any firm corporation or
association owning or having in possession or under control taxable personal property shall make a
return of the property for ad valorem tax purposes to the assessor of the county in which such prop-
erty is located.

Oregon law directs that every person and the managing agent or officer of any firm corporation or
association owning or having in possession or under control taxable real property shall make a return
of the property for ad valorem tax purposes when so requested by the assessor of the county in which
such property is located.

Oregon law directs every person and the managing agent or officer of any firm corporation or associa-
tion owning or having in possession or under control taxable real and personal property that is
either principal or secondary industrial property as defined by ORS 306.126 and is appraised by the
Department of Revenue shall file a combined return of the real and personal property for ad valorem
tax purposes to the department.

The authority for the assessors and the Department of Revenue to require the filings of returns for real
and personal property can be found in the following Oregon Revised Statutes and Administrative Laws:

Taxpayer Required to Furnish Listing of all Taxable Real and Personal Property 308.285

Filing of Returns 308.290
Penalty for Failure to File 308.295 & 308.296
Penalty for Intent to Evade 308.300
Taxation, Refuses, or Neglects False Statement of a Material Fact 307.990
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Disclosure

It is the policy of the county to safeguard the confidentiality of taxpayer information and the taxpayer’s
right to privacy. This is accomplished by maintaining a high disclosure awareness and knowledge level.

Definitions

Disclosure: Divulging or making known in any manner the particulars of any return or supporting data
required to be filed with the county or the Oregon Department of Revenue. When information is learned
in the course of data collection, appraisal or audit, disclosure rules and regulations also cover it.

Return: Any personal or real property return and supporting documentation, schedules, or attachments
relating to or attachments filed with the return. Any amendments or supplements filed by or on behalf
of the taxpayer are also part of the return.

What is Confidential?

All personal, real, and industrial property returns filed under ORS 308.290 are confidential records of
the office in which they are filed. ORS 308.413 further states that any information furnished to the county
or the Department of Revenue under ORS 308.411 that is obtained upon the condition that it be kept
confidential shall be confidential records of the office in which it is kept with limited exceptions. Some
of these records may include cost data, farm and commercial income statements, rental and expense
data, sales information, and original costs.

Confidentiality of information also may depend on how the information was gathered. If it is not sub-
ject to a specific provision of law, it may not have to be treated as confidential or it may be exempt
from disclosure under the Oregon Public Records Law. If the information was gathered with an ex-
pressed or implied assurance of confidentiality, then it should be treated as such in the manner out-
lined in ORS 192.410-505.

Authorization to Disclose

The law protects all returns from unauthorized disclosure and provides severe penalties to safeguard
against unauthorized disclosure. Taxpayers, however, may authorize the disclosure of all or part of their
records to certain individuals.

The best way for the taxpayer to authorize disclosure is to submit a signed letter that includes the name,
address, and phone number of the represented taxpayer. It should also include the name, address, and
phone number of the person being authorized. The letter should specify which tax program and tax
years to which the authorization applies.

Even if the taxpayer doesn’t provide a direct authorization, implied consent is permitted under certain
circumstances. If an attorney, tax practitioner, or knowledgeable employee of the taxpayer calls re-
garding a billing that was sent to the taxpayer, you generally can assume that the taxpayer asked them
to help resolve the issue. Copies of confidential tax returns or reports should not be provided without
written authorization. If it appears the intent of the caller is not clearly for authorized purposes, you
should request a signed authorization and written request. When in doubt, employees should consult
with a supervisor.

Secrecy Laws Cetrtificate

You must sign the secrecy laws certificate if you have access to confidential information. Your signa-
ture means that you have read and understand the attached disclosure statutes, and that you are aware
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of the penalties for unauthorized disclosure. People working for the county under a contract who are
not employees must sign the certificate if they work where confidential records are accessible.

Even after an employee has signed a secrecy clause, he or she does not have automatic access to con-
fidential material. As in all cases, a “need to know” must be present to gain access.

Penalties

Be careful! Revealing confidential information to the wrong person is serious. Improper disclosure of
certain confidential tax information could result in criminal penalties. See ORS 305.990 and 308.990(3).
You could be fined up to $10,000 or imprisoned for not more than one year in jail or both. You also
may be liable for civil damages (which are not limited by statute) and dismissed from county service.

Public Records

Every person has the right to inspect any public record of a public body unless otherwise prohibited
by law. The disclosure laws prohibit county and state responsibility industrial property records that are
maintained by a return and personal property records from being examined by unauthorized persons.

Disposal of Confidential Materials

Any letters, documents, notes, printouts, microfiche, or carbons containing confidential taxpayer infor-
mation must be disposed of separately from normal trash. Even notes containing nothing more than a
taxpayer’s name, address, or Social Security number are considered confidential. These materials must
be disposed of according to county procedures. Work areas should have specially marked containers
where these materials are accumulated before being disposed of correctly.

Questions to consider when someone requests confidential information:

= Does the request appear to have a lawful and legitimate purpose?

= Is it reasonable that this person would request this type of information?

= Has the requester provided enough information to justify making the request?
= Does the requester have a copy of the billing or notice?

= Has this person represented this taxpayer in the past?

The following statutes and corresponding rules should be reviewed:

Nondisclosure upon request ORS 192.445(1)

Public records exempt from disclosure ORS 192.501(1) and (5)
Confidential returns ORS 308.290(7)
Confidential Appraisal Information ORS 308.413

Penalty ORS 308.990
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Files

A comprehensive filing system must be developed and maintained for county and state responsibility
industrial properties using personal, real, and industrial returns as prescribed by ORS 308.290.

Because of the confidential nature of the information required for these properties, account folders must
be kept separate from public accessible files in a secured space in a locked, fire-resistant file cabinet.

Each property should contain separate folders for:
= All confidential appraisal data for the property.

< Real property returns (RPR) or industrial property returns (IPR) since last reappraisal including value
transmittal sheets or value computation sheets.

= Correspondence.
= Personal property returns for property.
Note: For state responsibility accounts, not all folders will be needed.

In addition, general files should be set up for procedures including appraisal, processing returns, an-
nual trends, and depreciation factors.

The information maintained in each folder should be filed by assessment year with the most current
information on top.

Selection of Accounts

County responsibility industrial accounts maintained by the assessor by means of a property return should
be reviewed for appropriate classification as an industrial account. Selected accounts should be those
that exhibit combinations of buildings, structures, machinery, and equipment that make these proper-
ties inappropriate for mass appraisal processes typically used for other income-producing properties.

By understanding the definition of an industrial plant and the difference between county and state re-
sponsibility accounts, the county assessor can properly classify county industrial property that should
be maintained by means of an annual property return. Some properties not receiving returns may need
to be added to the county’s list while others may need to be removed.

Definition of an Industrial Plant

ORS 308.408 defines an “industrial plant” as used in ORS 192.501 to 192.505, 305.190, 305.420, 305.430,
308.408 to 308.413, and 308.990 (5) to be:

(1) The land, buildings, structures and improvements, and the tangible personal property, includ-
ing but not limited to machinery, equipment and office machines, and equipment that make up
the property or complex of properties used for industrial or manufacturing purposes; and

(2) Any industrial real or personal property eligible for appraisal under ORS 306.126 and the rules
of the Department of Revenue.

OAR 150.306.126 further defines industrials as to county and state responsibility as:

(1) Principal Industrial Property means any unit of industrial property having a Real Market Value
of the improvements on the assessment roll for the preceding year of over $5 million.

(2) Secondary Industrial Property means any unit of industrial property having a Real Market Value
of the improvements on the assessment roll for the preceding year of more than $1 million but
of $5 million or less.
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(3) A Unit of Industrial Property means a single facility or an integrated complex currently engaged
in manufacturing or processing operations, which may also be an improvement only account.
Examples include but are not limited to:

(A) Sawmills, plywood and veneer plants.

(B) Paper and pulp mills.

(C) Food processing facilities, bakeries, and flour mills.

(D) Chemical processing operations and refineries.

(E) Breweries and bottling operations.

(F) Machine shops, metal rolling mills, metal fabrication facilities, and smelters.

(G) Printing and publishing operations.

(H) Seed processing (that includes all of the following operations: drying, cleaning, mixing, and
bagging).

(I) Permanent sand and gravel operations.

(J) Electronic and high technology manufacturing operations.

(4) Commercial and service type properties are to be County Appraisal Responsibility Accounts.
Examples include but are not limited to: truck scales, office buildings, repair shops, distribution
and receiving facilities, automated storage facilities, cold storage facilities, storage facilities, bulk
oil and tank farms, grain storage facilities, seed storage facilities, seed cleaning and bulk ship-
ping operations, laundry cleaning operations, photo and film developing operations, mobile sand
and gravel equipment, and mobile asphalt and concrete batch plants.

(5) Improvements or Real Property Improvements include yard improvements, buildings, structures,
real property machinery, and equipment. Specifically excluded from the improvements or real
property improvements are land, site development, and personal property.

(A) Yard Improvements include but are not limited to: paving, exterior lighting, log ponds, un-
derground fire systems, utilities, fences, access roads, and roadways and railroad sidings.

(B) Site Developments are improvements to the land that become so intertwined with the land
as to become inseparable. Examples include but are not limited to: fill, grading and level-
ing, cost of developer’s activities and profit that accrues to the land, including but not lim-
ited to: permits, advertising, sales commissions, developer’s profit and overhead, insurance
coverage, and any other improvements to the land.

Determination of Responsibility

The procedure for determining the appraisal responsibility for the unit of industrial property is as
follows:

1. The department and the county shall jointly analyze principal and secondary industrial properties
to determine classification and appraisal responsibility, with the department having final authority;

2. The department shall appraise principal and secondary industrial property.

The valuation of the land component of industrial properties as defined in ORS 307.010 is the respon-
sibility of the county assessor in whose county the property is located. This responsibility extends to
both county and state responsibility accounts. The department often includes advisories to the county
assessor of land development costs reported by taxpayers for individual accounts. These advisories are
made on the appraisal and/or the value transmittal sheets. The county assessor should consider reported
land development costs in determining the property’s land value.
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Forms

The following forms are approved to use for the annual maintenance of industrial property values:

Name Form Number
Real Property Return (RPR) 150-301-031
Personal Property Return 150-553-004
Industrial Property Return (IPR) 150-301-032
Extension Request 150-301-015
Industrial Account Transfer Form  150-301-033

Use

Used by counties to maintain county industrial real
property accounts.

Used by the counties to maintain county personal
property accounts.

Used by the Department of Revenue to maintain
state responsibility industrial real and personal
property accounts.

Used by taxpayers who are principal or second-
ary industrial accounts or taxpayers with report-
ing requirements in more than one county. Form
must be filed with the Department of Revenue.

Used by the counties to transfer county responsi-
bility accounts to state responsibility. (Note: This
form is currently being revised.)

The IPR form used for state responsibility accounts is a combined form on which the taxpayer reports
changes to both real and personal property. Typically, the taxpayer receives one form for each account
located at each site. The taxpayer is directed to fill out and file the appropriate schedules for each

account located at a particular site.

The RPR form, used for county responsibility accounts, is mailed along with a personal property return
form, when appropriate, to each county responsibility account. The taxpayer is directed to file each

return sent by the assessor.

Note: Some forms may be available at the Department of Revenue’s Web site: www.dor.state.or.us/ptd.html.
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Exemptions

There are three exemptions with which the person processing returns for industrial properties must be
familiar. They include the following:

Oregon Enterprise Zone Tax Exemption ors 285B.650 to 285B.728

This program was enacted by the 1985 Legislature to promote business development in economically
lagging areas of the state. The Enterprise Zones located throughout Oregon are designated for a 10-
year period. Up to 48 zones may exist during a given period. Qualifying companies may be exempted
from local property tax liability on new capital investments for at least three years and up to five years.
Qualifying Investment

= At least $25,000.

= New building or addition, or modification to an existing building.

= Real property machinery or equipment.

= Any single item of personal property that has a cost of at least $1,000 if the property is used exclu-
sively for producing tangible goods, or has a cost of $50,000.

= The property may be owned or leased.

= The equipment may be new or newly transferred into the zone from outside the county in which the
zone is located.

Note: Mobile equipment is not allowed an exemption.

Points to Review

= A business that is qualified and precertified seeking an exemption under this statute shall file Form
150-310-075, entitled “Oregon Enterprise Zone Tax Application” as per OAR 150-285.615. The applica-
tion shall be filed with the county assessor after January 1 and no later than April 1 of the assessment
year the exemption is being requested. Applications for exemption of principal or secondary indus-
trial accounts may be timely filed with the Oregon Department of Revenue or the county assessor.

= Late filing of application can be made anytime on or before June 1 with a late filing fee. The fee is
the greater of $200 or /1 of one percent of the Real Market Value (RMV) of the property.

= Is there an “Enterprise Zone Potential Additional Tax” notation on the assessment and tax rolls?

e |s there a notation on the assessment and tax rolls of the amount of additional taxes that would be
due if the property were not exempt?

Commercial Facilities Under Construction Exemption oRrs 307.330 to 307.340

This program was enacted by the Legislature in 1959. The exemption applies to new income-produc-
ing buildings or structures, or additions to existing building or structures. The exemption also applies
to any machinery or equipment located at the site on January 1, which is or will be installed in or
affixed to the buildings or structures. It provides for an exemption of up to two years if:

= The facility is in the process of construction on January 1.
= The facility is not in use or occupied on January 1.

= The facility has not been in use or occupied at any time prior to January 1.
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= The facility is being constructed in the furtherance of producing income.

= In the case of non-manufacturing facilities, such as a motel, the structure cannot be used or occupied
for at least one year from the time construction begins.

Construction does not begin until after any demolition occurs, if necessary. The exemption does not
apply to land or to land preparation costs. If the exemption is claimed for two consecutive years, a
separate application must be filed for each year. Frequently, this exemption is used in conjunction with
the Enterprise Zone exemption.

Points to Review

= A business that is qualified and seeking an exemption under this statute shall file Form 150-310-020,
“Commercial Facilities Under Construction.”

= The application must be filed with the county assessor on or before April 1. Applications for princi-
pal or secondary industrial properties may file with the Department of Revenue.

= An application must be made for each year for which an exemption is desired. The exemption is for
a maximum of two years.

= Was the facility under construction on January 1?

= The new construction has not been in use or occupied for its intended use at any time on or prior to
January 1.

< If it is a non-manufacturing facility, will it be in use or occupancy in less than one year from the time
construction begins?

= Was the facility built to produce income?

Pollution Control Facilities Exemption ORs 307.405 to 307.430

This program was enacted by the 1976 Legislature. The program is meant to help offset the cost of
government-imposed requirements for reducing pollution, and to further encourage voluntary reduc-
tion when not required.

Pollution Control Facility (ORS 468.155) means any land, structure, building, installation, excavation,
machinery, equipment, or device, or any addition to, reconstruction or improvement of, land, or an
existing structure, building, installation, excavation, machinery, equipment or device reasonably used,
erected, constructed, or installed by any person if:

= The purpose of the investment is to comply with a requirement imposed by the Department of Envi-
ronmental Quality, the Federal Environmental Protection Agency, or a regional air pollution author-
ity to prevent, control, or reduce air, water, or noise pollution, or solid or hazardous waste, or to
recycle or provide for the appropriate disposal of waste oil,

and

= At the taxpayer’s initiative, the sole purpose of the investment is to prevent, control, or reduce a sub-
stantial quantity of air, water, or noise pollution or solid or hazardous waste, or to recycle or provide
for the appropriate disposal of used oil.

The 1995 legislature established a 12/31/2003 sunset date for application for certification subsequent to
construction/installation (ORS 468.165).
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Qualification

= Only nonprofit corporations or cooperative associations can claim property tax relief. These corpora-
tions or associations must be organized under ORS Chapter 62 or 65. This change was made by the
1983 Legislature.

= ORS 307.405 states that a pollution control facility that has been constructed in accordance with the
requirements of ORS 468.165, and has been certified by the Environmental Quality Commission, is
exempt to the extent of the highest percentage figure of the actual cost properly allocated to the
prevention, control, or reduction of pollution.

= The assessor can exempt the claimed value only if:
1. The claimant uses the facility in a business that claimant conducts on Oregon soil.
2. The business is owned or leased by the claimant.
3. The claimant pays the property taxes on this business.

= A facility that qualifies can be exempt from property tax for 20 years. However, if the property is
sold, exchanged, or disposed of, it shall have its certificate revoked by the Environmental Quality
Commission. The purchaser may apply for a new certificate that is limited to the original qualifica-
tion period.

= The company must file an “Annual Statement of Compliance” by April 1 with the county assessor or
the Department of Revenue for state responsibility accounts, stating the ownership and use of the
property included in the certificate have not changed for the assessment year for which the exemp-
tion is sought. The required Department of Revenue form is Form 150-310-059.

Points to Review

= |s there an application?

= |Is the ownership the same as reported on the application?

= Has the exemption exceeded the time limit provided by law for the exemption?

= Has the company been filing annual statements of compliance?

= Is the investment located at the site?

= Is the investment being primarily operated for the purpose of preventing, controlling, or reducing
air, water, or noise pollution or solid waste, hazardous wastes, or used oil as specified in the certifi-
cation application?

< \What is its current RMV?

= Apply the certification percentage to the RMV of the pollution control investment to calculate the
exempted value.

< No notation of the exemption is required by this program.
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Real Versus Personal Property

Why Classify Property?

Oregon law defines real property and personal property for property tax purposes in Oregon Revised
Statutes 307.010 and ORS 307.020. The Oregon Tax Court has also decreed that real property must be
assessed as real property and personal property assessed as personal property (First National Bank v.
Marion County—169 Oregon 595).

Classification Procedures

Classification of property as either real or personal is based on ORS 307.010 and 307.020. The Oregon
Department of Revenue is responsible for clarifying those statutes, when necessary, with Oregon Ad-
ministrative Rules (OAR). The rules that clarify the above-mentioned statutes are OAR 150-307.010 and
OAR 150-307.020.

The Oregon Tax Court ruling in Seven-Up Bottling Co. of Salem Inc. v. Oregon Department of Revenue
(case #2398, 3/87) provides a guide for determining real and personal property, as defined in ORS 307.010
and ORS 307.020. Based on this case, the test for real versus personal property for assessment pur-
poses is actually a test of affixed or erected upon versus moveable.

The court stated that if the item of property is “affixed to” or “erected upon” land or buildings and is
not “readily moveable,” it is real property. Conversely, if it is not “affixed to” or “erected upon” land or
buildings and is “moveable,” it is personal property. According to the Tax Court opinion in the Seven-
Up Bottling Co. case, “...As a general rule, the Assessor is not required to consider the intention of the
parties or the adaptability of the property.”

Defining the Terms

Affixed or Erected Upon. Items of machinery and equipment that are bolted to, screwed to, nailed
to, or attached to the building or land in a permanent manner or are, by virtue of their weight, ren-
dered immovable, are considered real property. A free-standing, walk-in cooler in a convenience store
is not considered moveable because of its weight. A service counter or gondola in the same store may
be screwed, glued, nailed, or otherwise attached to the land or building and, therefore, classed as real
property. On the other hand, these items may be readily moveable and, therefore, classed as personal

property.
Moveable. Items of property that can be and are readily moved are considered moveable. A desk,
though heavy, is generally considered moveable. A chair with casters is obviously moveable. A 14~

Delta Wood Cutting Bandsaw is moveable. A 36” Ferrari Double Band Resaw is not considered move-
able because of its weight.

Assessment Process

In an 1891 Oregon Supreme Court case, Helm v. Gilroy (20 Oregon 517), the court stated that the line
between real property and personal property is so fine that no rule can fit all cases. A century later, the
statement is still accurate. For every clear-cut case there is an exception.

Judgments between real and personal property must be made with cooperation between the real and
personal property sections in the assessor’s office. This is so that assessable property is not overlooked
or double assessed. Arriving at accurate assessments and providing equitable treatment is the primary
goal.
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To Where and to Whom it is Assessed

Personal Property (ORS 308.105)

“Except as otherwise specifically provided, all personal property shall be assessed for taxation each
year at its situs as of the day and hour of assessment prescribed by law.

Personal property may be assessed in the name of the owner or of any person having possession
or control thereof. Where two or more persons jointly are in possession or have control of any
personal property, in trust or otherwise, it may be assessed to any one or all of such persons.”

Real Property (ORS 308.115)

“Whenever any building, structure, improvement, machinery, equipment, or fixture is owned sepa-
rately and apart from the land or real property whereon it stands or to which it is affixed, such
building, structure, improvement, machinery, equipment, or fixture shall be assessed and taxed in
the name of the owner thereof.”

For more references about how property is assessed, review ORS 308.105 and ORS 308.115.
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Trends and Depreciation Factors

Since 1991, the Department of Revenue, in cooperation with some counties, has applied either general
use or special use categorization to all principal and secondary industrial properties as described by
ORS 306.126. More than one-third of these accounts have building types that are predominantly gen-
eral use. These properties have been identified in order to assist the department and the counties in
valuing and annually adjusting them uniformly within their respective market areas.

Starting with the 1999 values, the department conducts its own ratio studies to determine appropriate
adjustment factors for general use industrials. Because individual counties typically have limited num-
bers of industrial sales and even fewer large general use structure sales, the department’s study looks
at these properties on a regional basis. By combining counties into economic regions, more sales can
be used in each study array. Currently, this study is used for simple trending and will only show the
results from the combination of time, physical, and function depreciation. Additional depreciation should
not be applied to the trend established by this report. The department publishes the report under the
title “Ratio Report for General Use Structures.” The counties are under no obligation to use the trends
suggested by the department’s ratio report.

It is recommended that each county responsibility industrial account be evaluated and classified as either
general use or special use. Once classified, the appropriate annual adjustment factor can then be ap-
plied, helping to ensure that similar properties with similar potential uses are being treated in a fair
and equitable manner.

Categorization

Special Use

The special use category refers to unique properties that will likely respond to trends and depreciation
specific to the tenant industry. The buildings for these properties typically exhibit some special design
characteristics and/or location that makes it difficult to be utilized for other uses without considerable
reconstruction or market concessions. Market conditions affecting special use properties are usually
unrelated to the broader market for general use industrial space. Examples of special use properties
include major wood products, mining, and specialized food processing properties.

When an improved site consists of several accounts, each account must be reviewed to determine if it
is functionally dependent on the adjacent special use structures. Where this interdependence exists,
the related accounts will also be categorized as special use.

Currently, the Department of Revenue develops the trend factors for special use buildings and struc-
tures (B&S) in addition to those for machinery and equipment (M&E) from the Marshall Valuation
Service’s Comparative Cost Indexes.

General Use

General use industrial buildings and structures are all those that are not special use. Their features and
location make them attractive to a wide variety of potential users outside of the tenant industry. The
market factors that affect these properties reflect local market conditions such as supply and demand,
sales, rent levels, and lease terms rather than those specific to the tenant industry. General use proper-
ties tend to exhibit the following features:

= Are typically constructed using steel frame, pre-fab steel, wood structure, concrete tilt-up, or con-
crete block methods.

= Are located where more than one potential user exists such as in Wilsonville, Oregon, along the I-5
Corridor.

150-338-415 (Rev. 2-01) 8-1 Trends and Depreciation Factors



= Are readily adapted to alternative uses.
= Have limited unique design features.

The trend and depreciation factors applied to the machinery and equipment located in general use
buildings are typically selected from the trend factors developed by the Department of Revenue. They
may also be developed by the county from the equipment indexes from Marshall Valuation Service or
other national cost services.

Depreciation

Appraisers traditionally think of depreciation as a loss in value resulting from three general causes: physi-
cal deterioration, functional obsolescence, and economic obsolescence or externalities.

Physical Deterioration

Physical deterioration refers to the wear and tear from regular use and the impact of the elements. Physical
deterioration for industrial properties usually can be estimated. A building and its components wear
out. An appraiser can estimate the rate at which they wear out. For example, when an asset is halfway
through its economic life, it is capable of producing about one-half of the total income it will ever
produce. Normally, an asset’s physical life is longer than its economic life. This is due to a combination
of functional and economic factors. Thus, an asset’s age can be used to estimate normal physical dete-
rioration and some functional obsolescence.

Functional Obsolescence

“Functional inutility is an impairment of the functional capacity of a property or building according to
market tastes and standards. It becomes equivalent to functional obsolescence when ongoing change,
caused by technological advances and economic and aesthetic trends, renders building layouts and fea-
tures obsolete.” Industry standards as well as usefulness dictate functional obsolescence to the user.
Functional obsolescence is a loss in value that may be due to a superadequacy or inadequacy of
function such as construction, size, shape, and height for buildings, or layout and capacity for machin-
ery and equipment. Those conditions that can be cured economically by management are referred to
as curable. Incurable functional obsolescence occurs when the cost of correcting the condition ex-
ceeds the increase in value. Appraisers often quantify functional obsolescence by comparing the sub-
ject with a state-of-the-art replacement to estimate the cost to cure, or by capitalizing the reduced return
or income loss.

Economic Obsolescence

Externalities are a change in value caused by forces outside the property, such as government regula-
tions or market conditions. When there is a loss in value, it is referred to as economic obsolescence.
Economic obsolescence is usually not curable. It can be industry-wide (i.e., increase in timber prices)
or affect only the subject property (i.e., zoning regulations). Economic obsolescence often is a result of
changes in the highest and best use of a property due to market shifts or government acquisitions.
While an undesirable location can affect both land and improvement values, the effects should be sepa-
rated because land values, calculated from the market, already reflect this influence. Economic obso-
lescence is applied after all evidence of physical and functional obsolescence has been recognized.
Economic obsolescence can be estimated by comparing the subject property with a comparable prop-
erty not subject to the same economic obsolescence. It may also be possible to measure and capitalize
the loss of income due to the economic factor. However, economic obsolescence is often difficult to
estimate.

1The Appraisal of Real Estate, Eleventh Ed., page 279.
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Economic obsolescence is normally a short-term occurrence. If the adverse conditions continue longer
than a normal cycle, the market levels for the affected properties will adjust to the new lower level that
the market can support. Once the market consistently reflects the lower value level, the new level be-
comes the “typical market level” for those properties affected.

Excess Obsolescence

The department’s annual Real Property Computation Supplement provides guidance and suggested trends
and depreciation factors for adjusting special use B&S, as well as for machinery and equipment. These
suggested trends and depreciation factors should not be used with general use B&S. Normal physical
deterioration and some functional obsolescence are reflected in the department’s trends and deprecia-
tion factors. Normal depreciation can be expected to affect most industrial plants of the same age and
type in a similar manner. The factors do not reflect any excess physical or functional obsolescence, nor
do they reflect external obsolescence (externalities). Some examples of situations where a property may
have obsolescence beyond that reflected in the department’s factors are:

= Additional physical deterioration—caused by operating for some time above capacity or having received
less than normal maintenance.

= Excess capacity or inadequate capacity—caused by faulty engineering or design or mismatched
equipment.

= Physical configuration—Poor plant layout that results in excess costs.

= Externalities or economic obsolescence such as: (1) Changing costs or availability of the agents of
production—if a relative shift occurs between the factors of production; land, labor, capital, entre-
preneurial profit, the plant may still be technologically efficient, but is no longer economically efficient.
(2) Falling demand/market conditions—industrial property values are a result of derived demand. When
demand for a plant’s product changes, the plant’s profitability and value change also.

If the owner of an industrial plant requests consideration for excess obsolescence, they must provide
enough information to justify a reduction in value. While the market approach may provide the most
accurate means of measuring obsolescence, the lack of comparable sales, especially for special use
properties, usually makes this approach unworkable. The income approach is an effective way to measure
excess obsolescence if the appropriate data is available. Excess obsolescence should not be deducted
from an income approach or market approach if the forms of obsolescence displayed in the subject
equally affect the comparable properties. The market has already reflected it in those estimates. Any
adjustments for excess obsolescence should be reviewed annually.

The Department of Revenue conducts ongoing analyses of various industry types for which there are
indications of loss of revenue caused by economic obsolescence. Together with the Real Property Return
Computation Supplement, the department issues advisory supplements to the county assessors inform-
ing them which industries should receive an additional adjustment for economic obsolescence, along
with the recommended percentage adjustment. Industries affected by economic obsolescence in the
last several years include sawmills, softwood veneer, softwood plywood, and fish processing. The
department’s economic adjustment percentage should be used unless the appraiser has more support-
able data.

Points to Review

Each county should review and classify county responsibility industrial accounts as either special use
or general use. Typically, smaller industrial tenants will locate in buildings that reflect general use char-
acteristics. These properties should be adjusted using the department’s general use trends or locally
developed trending factors. This process helps ensure that potentially competing properties are uni-
formly assessed and taxed.
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When selecting depreciation factors, first determine whether the property fits the general use or spe-
cial use category. For buildings and structures, if the property is general use, a depreciation factor of
1.00 is always selected, because general use trends consider both appreciation and depreciation.

If the buildings and structures are special use, or when selecting factors for the machinery and equip-
ment, follow the recommendations set out in the department’s annual Real Property Return Computa-
tion Supplement.

As always, if you have information that validates the use of other trends and depreciation factors than
those discussed, it is appropriate to use them as long as you document how the factors were derived
and the reason for their use.
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Extensions

Two administrative rules based on ORS 308.290 allow extension of the deadline for filing property returns.
The rules give authority to the assessor and to the Department of Revenue to grant extensions.

Extension Requests to the Assessor for Filing Property Returns

Oregon Administrative Rule (OAR) 150-308.290(3)(1) states that for those accounts that are the respon-
sibility of the assessor, the assessor may extend the due date of real and personal property returns to
April 15 for good cause or for administrative need.

Good Cause

“Good cause” is defined as an extraordinary circumstance beyond the control of the taxpayer, or the
taxpayer’s agent or representative.

Extraordinary circumstances are described in OAR 150-307.475 and may include, but are not limited to:

(@) A delay caused by the unavoidable absence of the person who is solely responsible for filing the
return.

(b) A delay caused by the destruction by fire, natural disaster, or other casualty of the taxpayer’s records
needed to prepare the return.

An extension granted for “good cause” is only valid for the year it is approved.

Administrative Need

“Administrative need” is defined as circumstances that occur under which the taxpayer’s accounting
period information cannot be accurately reflected by the required filing date of March 1 (postmark),
due to the volume of information necessary to file a return or fiscal year end requirements.

The administrative extension may be granted as a permanent extension if the taxpayer so desires. This
extension will continue for future years until the assessor or taxpayer chooses to cancel it. The asses-
sor may cancel the permanent extension in cases where the taxpayer consistently fails to meet the addi-
tional filing requirements noted below.

The Extension Request

The extension request must be in writing to the appropriate assessor’s office and postmarked on or
before March 1. The request must be signed by the taxpayer, an officer of the taxpayer, or a represen-
tative authorized by the taxpayer. The request must include the taxpayer’s name, the name of the busi-
ness (“doing business as”), situs address, and account number if known by the person requesting the
extension. The request must contain all of the facts needed to justify the extension.

If the request is denied, the taxpayer shall have 10 days from the date of denial, or March 1, whichever
is later, to mail a complete return and have it considered timely filed.

If the request for extension is approved, the assessor sends the taxpayer instructions for completing
the return. The instructions include trending and depreciation factors where applicable. Computer me-
dia transfer instructions may also be provided.

Filing the Return

When the return is filed, it must have appropriate valuation factors applied to all property according to
schedules supplied by the county. The asset listing, which must be included, may be a complete listing
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describing each item of real and/or personal property or, if agreed to by the assessor, a summary by
classification of assets with specific real and/or personal property additions and retirements for the current
year. The filing must include all assets in the possession and control of the taxpayer including those
items that are fully depreciated for income tax purposes. A copy of the letter granting the extension
should also be included with the filed return.

If the taxpayer receiving the extension is a leasing company, the company must have sole responsibil-
ity for payment of taxes charged to all property items reported. The equipment listing must identify the
situs of the property for both real and personal property reported.

All returns with extensions must be postmarked on or before April 15 to be considered timely filed as
described in ORS 305.820. The return may also be hand-delivered on or before the April 15 filing deadline.

Note: Whenever any writing or remittance is required by law to be filed or made on a weekend or on
any legal holiday, the date and time specified is extended to include the next business day. See ORS
305.820(2).

Verification of Taxpayer Information

Returns approved for extension of the filing deadline are subject to correction of errors made by the
taxpayer in:

(a) The age/life classification of each item of property.
(b) The application of the valuation factors to the items reported, including calculation errors.
(c) The accurate listing of all assessable property (omissions).

There is no time limit in either statute or administrative rule on the period of time that self-assessed
personal property accounts may be subject to audit and correction.

Extension Requests to the Department for Filing Property Returns

The Department of Revenue may extend the due date for mailing real, personal, and combined returns
to April 15 for “good cause” or for administrative needs. OAR 150-308.290(5) explains the department
policy regarding extension requests. The request must be in writing to the department and postmarked
on or before March 1, and must contain the facts explaining the need for the extension.

The “good cause” definition in this rule is the same as noted above. It applies only to state appraised
principal or secondary industrial accounts. An extension granted for “good cause” is only applicable to
the current year’s return.

To receive an extension for administrative need, the taxpayer must meet the following criteria:

(@) The taxpayer is a principal or secondary industrial account as described in ORS 306.126, or the
taxpayer has reporting requirements for property in more than one county;

(b) Accounting period information cannot be accurately reflected by the required filing date due to
volume of information necessary to file a return or fiscal year-end requirements;

(c) The taxpayer can demonstrate the ability to comply with certain format requirements;

(d) The lessor must have sole responsibility for payment of taxes charged to property items if a leas-
ing company is reporting the real or personal property.

An extension granted for administrative reasons continues for subsequent tax years unless canceled by
the taxpayer or revoked by the department.
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Additional Information

If the request is denied, the taxpayer shall have 10 days from the date of denial, or March 1, whichever
is later, to file the completed return(s) with the department or the assessor’s office, whichever has re-
sponsibility for the account.

Filing requirements for returns granted an extended deadline are outlined in OAR 150-308.290(5)(6)
and are similar to the filing requirements listed above.

Here, too, a copy of the letter granting the request should be included with the return when it is filed.

These returns are also subject to correction of errors in classification, trending, and depreciation and
omission of property.

150-338-415 (Rev. 2-01) 9-3 Extensions



Extensions 9-4 150-338-415 (Rev. 2-01)



Measure 50, Exceptions,
and Maximum Assessed Value

Measure 50

To understand the current structure of Oregon’s property tax system, it is helpful to look at the system
from a historical perspective. The structure of the property tax system had changed little since before
statehood until the 1990s when two statewide ballot measures dramatically altered the system.

Oregon had a pure levy-based property tax system until 1991-92. Each taxing district calculated its own
tax levy based on its budget needs. County assessors estimated the Real Market Value (RMV) of all
property in their county. Generally, speaking, the full RMV of property was taxable and there was no
separate definition of Assessed Value (AV). The levy for each taxing district was then divided by the
total RMV in the district to arrive at a district tax rate. There was no difference between taxes imposed
and tax levies under this system, so taxes imposed grew as levies increased. Most levies were constitu-
tionally limited to an annual growth rate of 6 percent without voter approval.

Starting in 1991-92, Measure 5 (M5) introduced limits on the tax rates paid by individual properties.
The tax rate limits of $5 per $1,000 of RMV for schools and $10 per $1,000 of RMV for general govern-
ment, not including bonded indebtedness, were imposed. M5 resulted in a system that was a hybrid
levy-based and rate-based system.

The 1997 legislature drafted Measure 50 (M50) in response to the passage of Measure 47 (M47), which
was a citizen’s initiative placed on the ballot. The objective of M47 was to reduce property taxes in
1997-98 and control their future growth. The passage of M50 achieved those goals by cutting the 1997-
98 district tax levies and making the following three changes: the switch to permanent rates, the reduc-
tion of assessed values, and a limitation placed on yearly Maximum Assessed Value growth.

With the passage of M50, the property assessment process changed dramatically. For 1997-98, the con-
cept of Maximum Assessed Value (MAV) was introduced. A property’s MAV is the taxable value limi-
tation established for each property in existence in 1997 by M50. The M5 limits still apply, but because
M50 substantially reduced property taxes, the M5 limits have had no effect for most properties through
2000-2001. It is important to note that while M50 limits are applied to derive a property’s AV, the M5
rate limits apply to RMV. Prior to M50, this distinction was unnecessary because AV equaled RMV. If
property taxes exceed the M5 limits, then taxes are compressed in a specific order. First local option
taxes are reduced, possibly to zero. If there are no local option taxes or they have been reduced to
zero, the tax rates from the permanent rate for each taxing district are reduced proportionately.

Definitions

The following definitions will assist you in understanding M50 concepts and procedures.

Assessed Value (AV). Lesser of the property’s Maximum Assessed Value (MAV) or Real Market Value
(RMV). For specially assessed property, the lesser of RMV or MAV for any market portion, plus the
lesser of the Specially Assessed Value (SAV) or Maximum Specially Assessed Value (MSAV) for each
individual soil class, qualified homesite, and on-site development.

Average Maximum Assessed Value (AMAV). The value determined by dividing the total Maximum
Assessed Value (MAV) of all unchanged property in the same area in the same property class by the
total number of unchanged properties in the same area in the same property class.

Average Real Market Value (ARMV). The value determined by dividing the total Real Market Value
(RMV) of all unchanged property in the same area in the same property class by the total number of
unchanged properties in the same area in the same property class.
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Changed Property Ratio (CPR). Ratio determined by dividing the average Maximum Assessed Value
(AMAV) by the average Real Market Value (ARMV) for the same area and property class of unchanged

property.

Exception. Any change to property that allows an adjustment to Maximum Assessed Value (MAV):
(a) The property is new property or new improvements to property.
(b) The property is partitioned or subdivided.
(c) The property is rezoned and used consistently with rezoning.
(d) The property is first taken into account as omitted property.
(e) The property becomes disqualified from exemption, partial exemption or special assessment.
(f) A lot line adjustment is made with respect to property.

General Ongoing Maintenance and Repair. The repair or replacement of existing materials due to
normal wear/tear/deterioration. Examples of ongoing maintenance and repair may include re-roofing,
painting, or replacement of floor or wall covering. The Maximum Assessed Value (MAV) of the prop-
erty cannot be increased due to general ongoing maintenance and repair.

Improvement. A change to property that enhances value.

Lot Line Adjustment. Any addition to the square footage of the land for a real property tax account
and a corresponding subtraction of square footage of the land from a contiguous real property tax
account.

Major Addition. An addition that has a Real Market Value over $10,000 and adds square footage to an
existing structure.

Maximum Assessed Value (MAV). A term defined by Measure 50 passed by Oregon voters in 1997.
The maximum (limit) of a property’s Assessed Value (AV). For the 1997-98 tax year, Maximum Assessed
Value (MAV) was the 1995-96 Real Market Value (RMV) less 10 percent. For tax years after 1997-98,
the MAV will be the greater of 103 percent of the property’s AV from the prior year or 100 percent of
the property’s MAV from the prior year. MAV may be increased or recalculated under certain circum-
stances to reflect changes to the property (exceptions).

Maximum Specially Assessed Value (MSAV). The maximum (limit) of a property’s Specially Assessed
Value (SAV), calculated as follows:

= The lesser of Real Market Value (RMV) or Maximum Assessed Value (MAV) for any market portion,
plus

« The lesser of the SAV or Maximum Specially Assessed Value (MSAV) for each individual soil class,
qualified homesite, and on-site development.

For the 1997-98 tax year, MSAV was the 1995-96 SAV less 10 percent. MSAV may be increased or recal-
culated under certain circumstances to reflect changes to the property. For tax years after 1997-98, MSAV
increases by 3 percent each year.

Minor Construction. An improvement to real property that results in an addition to Real Market Value
(RMV), but does not qualify as an addition to Maximum Assessed Value (MAV) due to a value thresh-
old. The value threshold is an RMV of over $10,000 in any one-assessment year, or over $25,000 for all
cumulative additions made over five assessment years.

Modernization. A type of renovation in which worn or outdated elements are replaced with their current
counterparts.
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Net Additions. In calculating the addition to Maximum Assessed Value for new property and new im-
provements, the amount added shall be the net Real Market Value of the new property or new im-
provements less the Real Market Value of retired property, but not less than zero.

New Construction. Any new structure, building, addition, or improvement to the land, including site
development. It may also include installation of machinery and equipment.

Omitted Property. Property discovered and added to the roll after the roll is certified to the tax col-
lector.

Property. All property included within a single property tax account, or if centrally assessed, the total
statewide value of all property assessed to a company.

Real Market Value (RMV). The amount in cash that could reasonably be expected to be paid by an
informed buyer to an informed seller, each without acting without compulsion in an arm’s length trans-
action occurring as of the assessment date for the tax year, as established by law.

Reconstruction. To rebuild or replace an existing structure with one of comparable utility.

Rehabilitation. To restore to a former condition without changing the basic plan, form, or style of a
structure.

Remodeling. A type of renovation that changes the basic plan, form, or style of the property.

Renovation. The process by which older structures or historic buildings are modernized, remodeled,
or restored.

Restoration. A type of renovation in which a property is returned to its original appearance and
condition.

Maximum Assessed Value

With the passage of Measure 50 in 1997, the property assessment process changed dramatically. For
the 1997-98 tax year and after, a new assessed value limitation was established called Maximum As-
sessed Value (MAV).

For the base year of 1997-98, MAV was calculated by reducing the 1995-96 Assessed Value (AV) by 10
percent. For example, if a warehouse had an AV (AV was the same as RMV) of $100,000 for the 1995-
96 tax year and no changes were made to the property, its 1997-98 MAV would have been $90,000
($100,000 less 10% or $10,000 = $90,000).

Beginning with 1997-98, the new assessed value limitation (MAV) has made it necessary for one more
comparison to be made to determine AV. The lesser of RMV or MAV is the new AV. In the example
above, if the 1997-98 RMV remained $100,000, then AV is $90,000 (lesser of $90,000 or $100,000).

For 1998-99 onward, MAV growth is limited to a maximum 3 percent per year plus exceptions. A limit
test is applied each year to determine if MAV will increase or stay the same. To calculate the MAV limit,
multiply the prior year AV by 1.03 and compare to the prior year MAV. The greater of those two num-
bers will be the new MAV. Continuing the above example of MAV from the base year:

1997-98 AV = $90,000 x 1.03 = $92,700;
1997-98 MAV = $90,000;
1998-99 MAV is the greater of those two, or $92,700.

The following three spreadsheets lays out the calculations of MAV and AV through tax years 2003-04.
The center section between the interior dashed lines is the greater of MAV test. The surrounding sec-
tion enclosed by the dash/dot line is the lesser of RMV or MAV test to determine AV.
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The first spreadsheet illustrates how the MAV grows at the 3 percent limit until it freezes in 2003-04.
Notice, however, that in 2002-03 the MAV increases even though it is greater than the RMV. Deter-
mining MAV is a simple calculation.

The second spreadsheet illustrates how RMV and MAV interact when testing for the “lesser of” to
determine AV. Notice how AV changes between RMV and MAV.

The third spreadsheet illustrates that AV can actually increase more than 3 percent. Only the MAV is
limited to 3 percent growth. Notice that in 2000-01 AV increases 15 percent, and in 2002-03 AV in-
creases 5 percent. Also note that for 2003-04, even though RMV jumps 10 percent, the AV is only
allowed to grow 3 percent because MAV is once again acting as a limit.
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MAV CALCULATION EXAMPLE - SIMPLE
Assuming No MSO Exception

i LESSER OF |
I e e e i
i I GREATER OF I i
. | | .
| |
i : PRIOR PRIOR : i
TAX RMV | YEAR YEAR | i
YEAR TREND : RMV ;| AV*1.03 MAV | MAV ; AV
i : : i
95-96 NA 1 100,000 | NA NA | NA | 100,000
| | | |
! | | !
96-97 0% | 100,000 | NA NA | NA | 100,000
1 |
' | | .
I I | (100,000*.90) |
97-98 0% | 100,000 | NA NA I 90,000 | 90,000
! | | !
| | (90,000 *1.03) I !
98-99 0% ! 100,000 | 92,700 90,000 | 92,700 I 92,700
| |
. | | .
| | (92,700 *1.03) I I
99-00 0% ; 100,000 | 95,481 92,700 95,481 | 95481
! : : !
! | (95,481 * 1.03) | !
00-01 0% | 100,000 08,345 95,481 08,345 I 98,345
| | | |
i | (98345%1.03) I |
01-02 0% ; 100,000 | 101,296 98,345 | 101,296 ; 100,000
[] I I [}
I | (100,000 * 1.03) | |
02-03 0% | 100,000 | 103,000 101,296 | 103,000 | 100,000
| | | |
i | (100,000 * 1.03) I I
03-04 0% : 100,000 | 103,000 103,000 | 103,000 : 100,000
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MAV CALCULATION EXAMPLE - COMPLEX

i LESSER OF |
| L ________ i
i I GREATER OF I i
. | | .
| |
i : PRIOR PRIOR : i

TAX RMV . YEAR YEAR | i

YEAR TREND: RMV | AV*1.03 MAV | MAV ; AV
i l l i

95-96 NA | 100,000 NA NA | NA | 100,000
| | | |
! | | .

96-97 0% | 100,000 | NA NA | NA | 100,000
1 |
' | | .
I I | (100,000*.90) |

97-98 5% | 95000 | NA NA | 90,000 | 90,000
! | | .
| | (90,000 *1.03) I !

98-99 5% ! 90250 | 92,700 90,000 | 92,700 ' 90,250
| |
. | | .
I | (90,250 *1.03) I I

99-00 0% | 90,250 | 92,958 92,700 | 92,958 | 90,250
. : . ;
| | (90,250 *1.03) I !

00-01 500 | 94763 |, 92,958 92,958 92958 | 920958
| | | |
i | (92,958 1.03) I |

01-02 0% : 94763 | 95746 92,958 | 95,746 94,763
[] I I [}
I | (94,763 *1.03) | |

02-03 506 | 99501 | 97,605 95,746 | 97,605 | 97,605
| | | |
i | (97,605*1.03) I |

03-04 0% : 99501 | 100,534 97,605 | 100,534 : 99501
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MAYV CALCULATION EXAMPLE - COMPLEX
AV INCREASES MORE THAN 3%

e LESSEROF 71 !
| |
! | GREATEROF | !
| | | !
[ I PRIOR PRIOR | [

TAX RMV | I YEAR YEAR | !

YEAR TREND! RMV | AvV*103 MAV | MAV ! AV
! i i !
| |

95-96  NA : 100,000 ,  NA NA__, NA  : 100,000
i ' ' i

96-97 0% 1 100,000 | NA NA NA | 100,000
| |
i : : (200,000 * .90) i

97-98 5% : 95000 NA NA . 90,000 : 90,000
1 L Ll 1
i : (90,000 * 1.03) : |

98-99 -20% |__ 76,000 , 92,700 90,000 , 92,700 | 76,000
! : (76,000 * 1.03) : I

99-00 0% ! 76,000 , 78,280 92700 , 92,700 ! 76,000
| B 7 |
i : (76,000 * 1.03) : I

00-01 15% j 87,400 , 78,280 92,700 , 92,700  j 87,400
! : (87,400 * 1.03) : !

01-02 0% ! 87,400 , 90,022 92,700 , 92,700 ! 87,400
| ) ) |
I : (87,400 * 1.03) : I

02-03 5% ; 91,770 , 90,022 92,700 , 92,700 i 91,770
! : (91,770 * 1.03) : !

03-04 10% | 100,947 , 94,523 92,700 , 94523 | 94523
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Establishing a Changed Property Ratio

Thus far we have not considered changes to property other than market influences. In the real world,
changes to property other than market influences happen all the time. M50 anticipated changes (dis-
cussed later in this chapter) to property and provided a mechanism to adjust MAV for those changes.
The mechanism to adjust MAV for changes to property is called a changed property ratio (CPR).

A CPR is a ratio calculated by dividing the average MAV of all unchanged property in the same area in
the same property class by the average RMV of all unchanged property in the same area in the prop-
erty class. If the property has changed, the unchanged portion is still used in the calculations.

OAR 150-308.156 further defines a CPR by stating:

(1) A changed property ratio (CPR) shall be established for property classes 0 through 8 each as-
sessment year. For determining the ratio of the average Maximum Assessed Value over the aver-
age Real Market Value, only the first digit of the property class needs to be recognized. These
ratios shall be rounded to three decimals.

Property classes may be combined to arrive at a ratio. The resulting ratio would become the
CPR for each property class used to calculate the ratio.

For properties with special assessments, only the market portion shall be used to determine a
ratio. For properties with farm or timber deferral, the assessor may use either of the following
methods to arrive at a changed property ratio:

(a) The market portion of the unchanged 5-x-x or 6-x-x property classes may be used to create
the changed property ratio for those classes; or,

(b) The 4-x-x changed property ratio may be applied to the 5-x-x or 6-x-x property classes, when
used in combination.

Residential property class (1-x-x) shall include all manufactured structures and/or floating homes
not assigned to other property classes.

(2) For locally assessed property, the changed property ratio shall not be greater than 100%.
(3) For centrally assessed property, the changed property ratio shall not be greater than 100%.

A CPR is used to determine what adjustment is made to MAV when certain changes occur to property.
For qualified changes to property that add to an existing MAV, multiply the contributory RMV of the
change by the appropriate CPR and add that amount to the existing MAV. For qualified changes to
property that create a new MAV, multiply the current RMV of the property by the appropriate CPR to
determine the new MAV.

Changes to Property (Exceptions)

Changes to property other than normal market trending are referred to as exceptions. An exception
is defined as any change to property, not including general ongoing maintenance and repair. Not all
changes to property will qualify as an adjustment to MAV. ORS 308.146(3) provides for increases to
MAV when the following actions occur (Note: ORS 308.166 describes the order in which exceptions
will be considered):

(a) The property is new property or new improvements to property.
(b) The property is partitioned or subdivided.
(c) The property is rezoned and used consistently with rezoning.

(d) The property is first taken into account as omitted property.
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(e) The property becomes disqualified from exemption, partial exemption or special assessment.

(f) A lot line adjustment is made with respect to property.

ORS 308.149(5) further defines new property or new improvements:

(5) (a) “New property or new improvements” means changes in the value of property as the
result of:

(A) New construction, reconstruction, major additions, remodeling, renovation, or rehabili-
tation of property.

(B) The siting, installation or rehabilitation of manufactured structures or floating homes; or

(C) The addition of machinery, fixtures, furnishings, equipment or other taxable real or per-
sonal property to the property tax account.

(b) "New property or new improvements” does not include changes in the value of the prop-
erty as the result of:

(A) General ongoing maintenance and repair; or
(B) Minor construction.

(c) “New property or new improvements” includes taxable property that on January 1 of the
assessment year is located in a different tax code area than on January 1 of the preceding
assessment year.

As listed above, “new property or new improvements” has two qualifiers, “general ongoing mainte-
nance” and “repair and minor construction.” Each will be discussed in greater detail in this chapter.

Minor Construction

Minor construction is defined and explained in OAR 150-308.149(6):

(1) Definition: “Minor construction” is an improvement to real property that results in an addition
to Real Market Value (RMV), but does not qualify as an addition to Maximum Assessed Value
(MAV) due to a value threshold. The value threshold is an RMV of over $10,000 in any one-
assessment year, or over $25,000 for all cumulative additions made over five assessments years.

(2) Minor construction does not include general ongoing maintenance and repairs.

(3) When testing the over $25,000 threshold, use the cumulative RMV of all minor and major con-
struction over a period not to exceed five consecutive assessment years.

(a) Minor and major construction values are not market trended.
(b) Values for retirements are not considered in the threshold test.

(c) Values for minor construction items that are removed or destroyed prior to being an adjust-
ment to MAV are subtracted from the minor construction cumulative RMV.

(4) Once the over $25,000 threshold is met, use the following steps to calculate the MAV adjustment:
(a) Use minor construction values that are not market trended.

(b) Make adjustments for any retirements from the prior assessment year. The net value of addi-
tions and retirements can not go below zero.

(c) Apply the changed property ratio (CPR) from the year the cumulative RMV becomes an ad-
dition to MAV.

(d) Reset the cumulative RMV for minor construction to zero and restart the five-year period.
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(5) For implementation of the five-year period, the first year is 1997-98 reflecting minor construc-
tion added after July 1, 1995, and on or before July 1, 1997.

The following examples demonstrate the over $25,000 threshold. RMVs in the following examples are
not market trended and/or depreciated.
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Example 1 — Over $25,000 Not Met

New Imps. Cumulative

Year Value Total Comment

1 $8,000 $8,000 Does not qualify as an adjustment to MAV. Individual year
RMV is under $10,001 and cumulative RMV is under $25,001.

2 None $8,000 No change.

3 $7,000 $15,000 Does not qualify as an adjustment to MAV. Individual year
RMV is under $10,001 and cumulative RMV is under $25,001.

4 None $15,000 No change.

5 $5,000 $20,000 Does not qualify as an adjustment to MAV. Individual year

RMV is under $10,001 and cumulative RMV is under $25,001.

Example 2 — Over $25,000 Not Met, Prior Years Drop Off

New Imps. Cumulative

Year Value Total Comment

1 $8,000 $8,000 Does not qualify as an adjustment to MAV. Individual year
RMV is under $10,001 and cumulative RMV is under $25,001.

2 None $8,000 No change.

3 $5,000 $13,000 Does not qualify as an adjustment to MAV. Individual year
RMV is under $10,001 and cumulative RMV is under $25,001.

4 None $13,000 No change.

5 $7,000 $20,000 Does not qualify as an adjustment to MAV. Individual year
RMV is under $10,001 and cumulative RMV is under $25,001.

6 $11,000 $23,000 Year 6 qualifies individually as is over $10,000. Prior years

still do not qualify, as five-year cumulative total is under
$25,001. (Remember that year 1 has dropped off the five-year
cumulation. $11,000 x CPR = adjustment to MAV.)

Example 3 — Cumulative RMV Reset

New Imps. Cumulative

Year Value Total Comment

1 $8,500 $8,500 Does not qualify as an adjustment to MAV. Individual year
RMV is under $10,001 and cumulative RMV is under $25,001.

2 $100,000 $108,500 Year 2 qualifies individually as RMV is over $10,000. Year 1
qualifies as five-year cumulative total is over $25,000.
$108,500 x CPR = adjustment to MAV. Cumulative total and
five-year period reset for the next year.

1 $9,500 $9,500 Cumulative total and five-year period have reset. Does not

qualify as an adjustment to MAV. Individual year RMV is
under $10,001 and cumulative RMV is under $25,001.
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Example 4 — Cumulative RMV Reset

New Imps. Cumulative

Year Value Total Comment
1 $8,000 $8,000 Does not qualify as an adjustment to MAV. Individual year
RMV is under $10,001 and cumulative RMV is under $25,001.
2 $5,000 $13,000 Does not qualify as an adjustment to MAV. Individual year
RMV is under $10,001 and cumulative RMV is under $25,001.
3 $15,000 $28,000 Year 3 qualifies individually as is over $10,000. Years 1 and 2

qualify as five-year cumulative total is over $25,000.
$28,000 x CPR = adjustment to MAV. Cumulative total and
five-year period reset for the next year.

1 None $0 Cumulative total and five-year period have reset.

Example 5 - Individual Year and Cumulative Year Adjustments

New Imps. Cumulative

Year Value Total Comment
1 $5,000 $5,000 Does not qualify as an adjustment to MAV. Individual year
RMV is under $10,001 and cumulative RMV is under $25,001.
2 None $5,000 No change.
3 $15,000 $20,000 Year 3 qualifies individually as RMV is over $10,000. Year 1

does not qualify as cumulative RMV is under $25,001.
$15,000 CPR = adjustment to MAV.

4 $7,000 $27,000 Years 4 and 1 qualify as cumulative RMV is over $25,000.
$12,000 x CPR = adjustment to MAV. Cumulative total and
five-year period reset for the next year.

1 None $0 Cumulative total and five-year period have reset.

Example 6 — Removal of Destroyed Minor Construction

New Imps. Cumulative
Year Value Total Comment
1 $8,000 $8,000 Does not qualify as an adjustment to MAV. Individual year
RMV is under $10,001 and cumulative RMV is under $25,001.
2 $5,000 $13,000 Does not qualify as an adjustment to MAV. Individual year
RMV is under $10,001 and cumulative RMV is under $25,001.
3 -$8,000 $5,000 Year 1 improvement was destroyed and is removed from the

cumulative RMV.

In order for new improvements to affect the MAV calculation, the Real Market Value must ex-
ceed $10,000 in one year or $25,000 accumulative over five years. The total Real Market Value
of improvements is used to determine if it qualifies as an adjustment to MAV.
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General Ongoing Maintenance and Repair

OAR 150-308.149(A) defines general ongoing maintenance and repair as:
(2) (a) For purposes of ORS 308.149 “general ongoing maintenance and repair” means activity that:

(A) Preserves the condition of the existing improvements without significantly changing de-
sign or materials and achieves an average useful life that is typical of the type and qual-
ity so the property continues to perform and function efficiently;

(B) Does not create new structures, additions to existing real property improvements or re-
placement of real or personal property machinery and equipment;

(C) Does not affect a sufficient portion of the improvements to qualify as new construction,
reconstruction, major additions, remodeling, renovation or rehabilitation; and

(D) For income producing properties is part of a regularly scheduled maintenance program.

(b) Regardless of cost, the value of general ongoing maintenance and repairs may not be included
as additions for the calculation of Maximum Assessed Value.

It simply refers to the repairs or replacements of existing materials to property due to normal wear,
tear, or deterioration. The MAV cannot be increased due to general ongoing maintenance and repair.

Examples that typically qualify as general ongoing maintenance and repair include:

= Replacing a worn composition roof cover on a house with a new one of like quality and material.
= Resurfacing or hot-mopping a 40,000 square foot built-up roof on an industrial structure.

= Replacing defective siding with a non-defective equivalent.

= Replacing a few broken deck boards on a marine pier.

= Replacing a worn bearing in a board edger.

= Replacing worn kitchen floor covering, appliances, and countertops in a house.

= Annually repainting the interiors, re-carpeting, and replacing countertops and lavatories in 20 per-
cent of the rooms of a four-star hospitality property.

Examples that typically do not qualify as general ongoing maintenance and repair include:

= Replacing a deteriorated composition roof cover with a roof of superior materials, such as tile or heavy
shakes.

= Adding a second floor to a house.

= Expanding the floor area of a processing plant to provide protected storage for product awaiting transit.
= Replacing all or most decking boards on a pier.

= Replacing a board edger.

= Replacing worn kitchen floor covering, appliances, countertops, and cabinets in a house (major remodel).

= Repainting the interiors, re-carpeting, and replacing countertops and lavatories in all of the units of a
court motel.

Netting of Exception and Retirements

Often when new property and new improvements are added to property, some existing property is
removed during the same assessment year. When this happens, the RMV of the new property and
new improvements must be netted with the RMV of the retirements before adjusting MAV.
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ORS 308.153 is the statute that includes what to do with retirements:

(2) (a) The value of new property or new improvements shall equal the Real Market Value of the
new property or new improvements reduced (but not below zero) by the Real Market Value
of retirements from the property tax account.

(b) If the maximum assessed value of property is adjusted for fire or act of God, the reduction
in Real Market Value due to fire or act of God may not be considered to be a retirement
under this subsection.

Remember to add the contributory RMV of all new property and new improvements to the property
together before testing the minor construction limits. If the RMV exceeds the minor construction limits,
then look to see if any retirements need to be adjusted for. The net of any new property and new
improvements less any retirements is the RMV that will be used to multiply by the CPR as an adjust-
ment to MAV.

Changed Property Analysis

On the following pages is a matrix that describes a change to property, whether it qualifies as an ex-
ception and whether M50 allows RMV and/or MAV to be changed. Note: The matrix is based on the
recommendations from the department based on what is currently known concerning M50.
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Changed Property Analysis Codes
Sub-Category: Structures
Changed Allows Allows
Code Property Change Change ORS
Number | Description of Change Category of MAV? | of RMV? | Reference
1 Any new construction/major addition greater than $10,000 Exception Yes Yes 308.153
in one year or $25,000 over five years. 308.149
2 Reconstruction of existing property. Exception Yes Yes 308.153
308.149
3 Modernization of existing property. Exception Yes Yes 308.153
308.149
4 Remodeling of existing property. Exception Yes Yes 308.153
308.149
5 Renovation of existing property. Exception Yes Yes 308.153
308.149
6 Rehabilitation of existing property. Exception Yes Yes 308.153
308.149
7 Restoration of existing property. Exception Yes Yes
8 General on-going maintenance and repair of any value. RMV Change No Yes 308.149(5)
9 Minor construction less than $10,001 in one year, or less RMV Change No Yes 308.149(5)
than $25,001 over five years. 308.149(6)
10 Improvement physically moved to different location Exception Yes Yes 308.149(5)
(unless subject to ORS 308.162).
11 Value of structures moved from one account to another. MAYV Balance Balance Yes 308.162
Structure not physically moved.
12 Error in square footage calculation corrected by RMV Change No Yes
review or reappraisal. No structural change.
13 Floor levels reclassified after base year. RMV Change No Yes
14 Inventory record corrected on review or reappraisal after RMV Change No Yes
base year (unless omitted property).
15 Loss in value of property if destroyed or damaged due to Exception Yes Yes 308.146(5)
fire or act of God (allows for reduction only).
16 Building removed/demolished (not by fire or act of God). RMV Change No Yes
Sub-Category: Land
Changed Allows Allows
Code Property Change Change ORS
Number | Description of Change Category of MAV? | of RMV? | Reference
17 Improvements to land, either on-site or off-site, Exception Yes Yes 308.153
greater than $10,000 in one year or $25,000 within five 307.010
years (as defined in ORS 307.010).
18 Event on property or on contiguous property triggers RMV Change No Yes
change in value attributed to existing physical
characteristic of land.
19 Combination of two or more accounts. MAYV Balance Balance Yes
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Sub-Category: Land (cont.)
Changed Allows Allows
Code Property Change Change ORS
Number | Description of Change Category of MAV? | of RMV? | Reference
20 Previously existing landscaping revalued. RMV Change No Yes
21 Property is rezoned and use does not change. RMV Change No Yes 308.156(2)
22 Property is rezoned and use is consistent with new Exception Yes Yes 308.156(2)
zoning.
23 Lot lines of property are adjusted. MAYV Balance Balance Yes 308.159
24 Property is subdivided or partitioned under Ch. 92. Exception Yes Yes 308.156(1)
(Not subject to ORS 308.162.)
25 Property is subdivided or partitioned only by deed division Exception Yes Yes 308.156(1)
or court order. (Not subject to ORS 308.162.)
26 Portion of property valued as a unit or part of total sold. RMV Change No Yes
Sub-Category: Personal Property/ MS/M & E
($10,000 minor construction threshold does not include initial siting of MS or Floating Homes)
Changed Allows Allows
Code Property Change Change ORS
Number | Description of Change Category of MAV? | of RMV? | Reference
27 Siting/installation of MS or floating structure. Exception Yes Yes 308.149(5)
28 Rehabilitation of MS or floating structure. Exception Yes Yes 308.149(5)
29 MS transferred from one roll to another MAV Balance Balance Yes 308.162
(not physically moved).
30 MS moved to different location. Exception Yes Yes 308.149(5)
31 Change of classification of M & E from Real to Personal MAYV Balance Balance Yes 308.162
or Personal to Real.
32 New account is created for new personal property. Exception Yes Yes 308.153
33 Personal property physically moved from one account to Exception Yes Yes 308.153
another (unless subject to ORS 308.162).
34 Personal property value transferred from one account to MAYV Balance Balance No 308.162
another (not physically moved).
35 M & E transferred from one account to another MAYV Balance Balance No 308.162
(not physically moved).
Sub-Category: Code Area Changes
Changed Allows Allows
Code Property Change Change ORS
Number | Description of Change Category of MAV? | of RMV? | Reference
36 Code area changes due to any reason. Not a change NA NA
37 Property physically moved to different code area. Exception Yes Yes 308.149(5)
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Sub-Category: Exemptions & Special Assessments
(MV = Market Value MAV; SA = Specially Assessed MSAV)

Changed Allows Allows
Code Property Change Change ORS
Number | Description of Change Category of MAV? | of RMV? | Reference
38 Property changed from exempt or partially exempt to Exception Yes-MV No * 308.156(4)
taxable. Yes-SA
39 Property disqualified from special assessment. Exception Yes-MV No * 308.156(4)
40 Property changed from one special assessment to MAV/MSAV Yes-MV Yes 308.156(4)
another. Change Yes-SA
41 Error in classification of specially assessed land corrected MAV/MSAV No-MV Yes
after base year. Land is not changed or improved. Change Yes-SA
42 Classification of specially assessed land is changed due Exception Yes-MV Yes
to improvements and land is revalued. Yes-SA
43 Property changed from market to specially assessed. NA No-MV No
Yes-SA
Sub-Category: Miscellaneous
Changed Allows Allows
Code Property Change Change ORS
Number | Description of Change Category of MAV? | of RMV? | Reference
44 Property class change. RMV Change No Yes
45 Property contaminated after base year. RMV Change No Yes
45a Correction of contamination. (Value reduced to reflect Exception Yes Yes
contamination prior to base year.)
46 Market area changed (neighborhood, value area). RMV Change No Yes
Sub-Category: Corrections
Changed Allows Allows
Code Property Change Change ORS
Number | Description of Change Category of MAV? | of RMV? | Reference
a7 Omitted Property added to roll. Exception Yes Yes 308.156(3)
48 Correction of clerical error or error or omission of another Exception Yes Yes 308.156(3)
kind that adds value to the roll.
49 Settlement of appeal affects value for base year and NA Changes | Yes
changes MAV. base
MAV
50 Appeal reduces total value of property after base year RMV Change No Yes
(unless MAV change included in order/decision).
51 Appeal reduces total value of property. Property includes Exception Yes Yes
an exception added after base year. Use best information
to arrive at value attributable to the exception.
52 Correction of clerical error or error or omission of another MAYV Balance Balance No

kind that does not result in addition of value.

* RMV will need to be determined upon disqualification if no RMV exists on the roll.
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Reduction of Maximum Assessed Value (MAV) for Property Destroyed or
Damaged by Fire or Act of God

ORS 308.146(5)(a) directs that MAV be reduced if property is damaged or destroyed by fire or act of
God and states:

(5) (a) Notwithstanding subsection (1) of this section, when a portion of property is destroyed or
damaged due to fire or act of God, for the year in which the destruction or damage is re-
flected by a reduction in Real Market Value, the maximum assessed value of the property
shall be reduced to reflect the loss from fire or act of God.

This provision was made retroactive to 1997-98. No application is required by the taxpayer. When the
assessor is made aware of the destruction he or she will make the appropriate adjustments. If the por-
tion of property that was damaged or destroyed was classed as minor construction for which no ad-
justment was made to the maximum assessed value for the property, then no adjustment shall be made.

Oregon Administrative Rule OAR 150-308.146(5)(a) provides guidance in making the appropriate adjust-
ments and reads:

(1) “Fire or act of God” has the same meaning and restrictions as used in ORS 308.425 including
the arson restriction of ORS 308.440.

(2) As used in ORS 308.146(5)(a), “reduction in Real Market Value” means the total RMV after ad-
justment is less than it would otherwise have been, had the damage or destruction by fire or act
of God not occurred.

OAR 150-308.146(5)(a) (3) goes on to describe how to make adjustments to MAV if the fire or act of
God occurred beginning after July 1, 1995, and before July 1, 1997. Following is the procedure to ad-
just MAV if the fire or act of God happened on or after July 1, 1997:

(4) When a portion of property is destroyed or damaged by fire or act of God on or after July 1,
1997, use the following procedure to adjust MAV for the year in which the destruction or dam-
age is reflected by a reduction in RMV.

Note: An example is incorporated into the steps with the following assumptions:
1999-00 MAV = $87,379

1999-00 (1-1-99) total RMV equals $100,000.

1999-00 AV = $87,379.

9-1-99 the house is destroyed by fire. The house RMV for 1-1-99 was $75,000.
There is no market trending in this area.

Step 1: Multiply the prior year assessed value (AV) by 1.03. Compare the result to the prior year
MAV to determine the larger amount. The larger amount becomes the current year MAV (unad-
justed) as if the account had not changed.

Larger of: Prior year AV x1.03 or prior year MAV = current year MAV of unchanged account.
Example: Larger of: $87,379 x 1.03 = $90,000 or $87,379. Current year MAV = $90,000.

Step 2: Determine the prior years RMV for the affected portion. The affected portion is that part
of the property that was destroyed or damaged by fire or act of God. The RMV of the loss is the
RMV of the affected portion.

Example: RMV of affected portion equals $75,000.

Step 3: Subtract the RMV of the affected portion (Step 2) from the prior year total RMV to deter-
mine the RMV of the unaffected portion.

Prior year total RMV-RMV of the affected portion = RMV of the unaffected portion.
Example: $100,000 -$75,000 = $25,000.
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Step 4: Divide the RMV of the unaffected portion (Step 3) by the total prior year RMV to deter-
mine the percentage of unaffected property.

RMV of the unaffected portion =+ total prior year RMV = percentage of unaffected property.
Example: $25,000 + $100,000 = 25%

Step 5: Multiply the unadjusted MAV (Step 1) by the percentage of unaffected property (Step 4)
to determine an MAV that has been adjusted to reflect the loss from fire or act of God (MAV
attributable to the unaffected portion only).

Unadjusted MAV x percentage of unaffected property = MAV adjusted to reflect the loss from
fire or act of God.
Example: $90,000 x 25% = $22,500.

(5) As used in subsection (4), the “year” in which the RMV is reduced due to fire or act of God can
be either:

(a) The assessment year.
(b) The tax year if RMV is determined as of July 1 under ORS 308.146(6) or 308.428.

On the following page is a visual flowchart, which leads the reviewer through the process of adjusting
for destroyed or damage property.
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Flowchart for Damaged or Destroyed Property

1-1-98 and Later

1-1 through 7-1

Damaged or Destroyed
1-1 through 7-1

YES
No Change to RMV Reduction in RMV ———
from 1-1; NO due to <£ Appllcatlon_ Fo_r
No Affect to MAV Fire or Act of God? RMV Determination
as of 7-1?
YES
- - - - v
Determination of RMV as of Next 1-1; Determination of .
Adjust MAV to Reflect RMV as of 7-1; < No | Reduction in RMV
Loss from Fire or Act of God No Affect to MAV for 7-17
YES
Determination of et
RMV as of 7-1; No | Fire or Act of God?
May Change AV
YES
o

Determination of RMV as of 7-1;
Adjust MAV to Reflect
Loss from Fire or Act of God

7-1 through 12-31

Damaged or Destroyed
7-1 through 12-31

YES
— Normal RMV &
Reduction in RMV for 1-1? | no MAV Review
for 1-1
YES
. Normal RMV &
Fire or Act of God? || \ .
NO/ MAYV Review
YES for 1-1
N

Determination of RMV as of 1-1;
Adjust MAV to Reflect
Loss from Fire or Act of God
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Determination of RMV for Property Destroyed or Damaged Between
January 1 and July 1

ORS 308.146(6)(a) addresses damage or destruction during the first six months of the assessment year:

(6) (a) If, during the period beginning on January 1 and ending on July 1 of an assessment year,
any real or personal property is destroyed or damaged, the owner or purchaser under a re-
corded instrument of sale in the case of real property, or the person assessed, person in
possession or owner in the case of personal property, may apply to the county assessor to
have the real market and assessed value of the property determined as of July 1 of the cur-
rent assessment year.

The qualified taxpayer must make application to the county assessor on or before August 1 of the cur-
rent year.

For this provision, the damage or destruction is not limited to fire or act of God. The RMV will be
established as of July 1. The MAV will be the MAV as it was established as of January 1. AV will be the
lessor of these two numbers. MAV will not be adjusted for any new construction that happened be-
tween January 1 and July 1. That adjustment will take place next January 1.

Statutes and Rules Affecting Determination of MAV and Exceptions
The following statute references, rule references, and definitions are included for your information:

Statutes and Rules Affecting Determination of MAV and Exceptions

ORS 308.142 “Property” and property tax account.

ORS 308.146 Determination of maximum assessed value and assessed; reduction in maxi-
mum assessed following property destruction.

ORS 308.149 Definitions for ORS 308.149 to 308.166.

ORS 308.153 New property and new improvements to property.

ORS 308.156 Subdivision or partitions; rezoning; omitted property; disqualification from ex-
emption, partial exemption, or special assessment.

ORS 308.159 Lot lines adjustments.

ORS 308.162 Property tax account modification.

ORS 308.166 Ordering provisions when property is subject to multiple special determina-
tions.

Related Statutes and Administrative Rules

Onsite and Offsite Development

ORS 307.010 Definition of “Real Property” and “Land.”
OAR 150-308.010(1) Real Property.

Adjudicated Value

ORS 309.115 Property Value Corrected Upon Appeal; Tax Years Affected; Exceptions.
OAR 150-309.115(1)(A) Value To Be Placed On Roll when Real Market Is Being Appealed.

OAR 150-309.115(2)(b) Changes to an Adjudicated Value.

OAR 150-309.115(2)(f)  Additions, Remodeling, and Rehabilitation.

Errors or Omissions—Clerical Error

ORS 311.205 Correcting Errors or Omissions in Rolls
OAR 150-311.205(1)(a) What is a Clerical Error?
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OAR 150-311.205(1)(b)
OAR 150-311.205(1)(c)(A)
OAR 150-311.205(1)(c)(B)

Omitted Property
ORS 311.216

OAR 150-311.216

Measure 50, Exceptions, and MAV

An Error in Valuation Judgement is not correctable under ORS 311.205.
Roll Correction for Nonexistent Property.
What is an Error or Omission on the roll of any Kind?

Notice of Intention to Add Omitted Property to Rolls; Treatment of
Unreported Property; Treatment of Understated Real Property; Duty of
Tax Collector.

Standard for Omitted Property Correctable by Omitted Due to Assessor’s
Lack of Knowledge of its Existence.
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Processing the Real Property Return

General Office Procedures

Real and personal property return forms for reporting annual changes to property are to be mailed to
owners of industrial properties each year. The properties to receive the forms are selected as discussed
in the “Files” section of this manual. Following are the procedures for mailing and receiving the returns.

Selection of Properties

A list of properties subject to the filing requirements of ORS 308.290 should be maintained in the confi-
dential industrial property files. The list must be updated each year based on new businesses and the
transfers from and to state responsibility accounts.

Mailing of the Returns

Prepare the mailing of industrial packets that include both real and personal property returns. The prepa-
ration of the packets includes the following steps:

1. Order an adequate number of real and personal property return forms from the Department of Rev-
enue. Note: The department typically requests from the counties the number of forms needed about
three months in advance of the mailing deadline.

2. Have mailing labels made or print the taxpayer information on each return. It is recommended that
at least three sets of labels be ordered. One for the real property return, one for the personal prop-
erty return, and one for the mailer.

3. Mail the returns to the taxpayer prior to December 31.

Receipt of the Returns

Upon receipt of the returns in the assessor’s office, the returns must be date stamped and checked
against the original listing. Identify any changes the company has made on the return which might
affect the assessment roll information. Review the changes and determine what account information
needs to be changed, if any.

Unless an extension has been granted, the returns must be postmarked on or before March 1 in order for
the return to be considered filed timely. Late returns should be marked with a stamp: “assess penalty.”

After logging in, distribute the returns to the appraisal section for processing.

Note: Whenever any writing or remittance is required by law to be filed or made on a weekend or on
a legal holiday, the date and time specified is extended to include the next business day. See ORS
305.820(2).

Value Computation Sheets

The final result of processing a real property return is a value computation sheet. The computation
sheet is simply a printout of a spreadsheet reflecting all changes that have occurred to a particular property
since the last assessment date. The information is used to develop the assessment roll information used
to calculate the taxes owing on the particular parcel or tax lot. As a result of Measure 50, M50 excep-
tion values must also be identified and tracked. The remainder of this section of the manual will dis-
cuss the procedures used to complete the value computation sheet. On page 11-2 is an example of a
value computation sheet.
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Confidential - Not Public Information

20XX

VALUE COMPUTATION SHEET

REAL PROPERTY

NAME ABC INCORPORATED EXTENSION #
ACCOUNT & CODE  R020407525D000400 RPR RECEIVED 2/11/20XX
LOCATION Halfway, Or DATE COMPUTED 5/22/20XX
INDUSTRY TYPE Saw Mill
SITE NUMBER 15 COMPUTED BY KING, J.
PERSONAL PROPERTY ACCOUNT # P123456 REVIEWED BY BENNETT, J
-a- -b- -c- -d-
A. ANNUAL ADJUSTMENT FACTORS Group Cycle Trend Depreciation
1 Buildings & Structures 3 3 112 1.00
2 Machinery & Equipment 3 3 1.01 0.93
-a- -b- -c- -d- -e- -f-
PRIOR YR'S  RETIREMENT ADDITIONS CURRENT YR'S ~ POTENTIALLY MAV
RMV RMV EXEMPT EXCEPTION
B. BUILDINGS & STRUCTURES 172,010 192,650
1 Completed Additions 7,000 7,420 7,420
2 Under Construction 54,321 54,320 54,320
3 Exemption - - -
C. MACHINERY & EQUIPMENT 82,030 75,640
1,500 (1,500)
1 Completed Additions 7,500 7,270 7,270
2 Being Installed 35,000 35,000 35,000
3 Exemption - - -
D. ECONOMIC OBSOLESCENCE 0.10 (37,230)
E. LAND SITE DEVELOPMENT* 65,500
TOTAL 1-1-20XX REAL MARKET VALUE | 335,070 |
TOTAL POTENTIALLY EXEMPT 0
TOTAL MAV EXCEPTIONS (NET OF RETIREMENTS) 102,510
LATE FILING PENALTY** YES NO X
FOOTNOTES *Land Site Development to be added to county land valuation. Rocking of log storage yard expansion

Trends & Depreciation Factors taken from DOR's Special Use Supplement

**Return Filed Late - Late Filing Penalty to be Imposed by Assessor and calculated on the Assessed Value.
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Getting Started (Helpful Hints)

= Make all notations on the return with a red pen or pencil.
= Staple a calculator tape to the page if the calculations are complex.
= Don't put sticky notes in the file.

= Document all logic and decisions so the reviewer and the next person who uses the file can under-
stand what you did.

= Make sure all schedules are included for all accounts before starting to process the return.

= Check your math before sending the RPR to review.

Preparation for Processing the Return

The first step in assessing real property is to obtain a complete listing of all items owned, leased, or
rented, in the possession of a business operator, and held or used with the intent of producing income.
Generally, the complete listing is obtained as a part of the appraisal process. The taxpayer is required
to report additions and retirements of real and personal property on an annual basis.

The taxpayer is required by law to provide this information as part of the annual real and personal
property return process and must include all detailed information requested (ORS 308.285 and 308.290).

Review the form and the account file for problems. Use the following checklist

CheckKilist for the Initial Review of the Return
Reviewing the RPR Packet

Note: It is recommended that the person processing the real property return (RPR) assemble all of the
related returns for the site (including personal property) and work the returns together. This process
helps ensure that all property is assessed correctly, that there are no double assessments, and that all
new exceptions (additions) are classified correctly as real or personal.

1. Is the RPR file folder the correct one for the return?

Check the RPR cover sheet and compare it to the file and last year’s value computation sheet. If
they don’t match, check the files.

2. Is the return signed?
If not, return the form(s) to the taxpayer requesting it be signed.
3. Are there completed schedules for each account listed on the cover sheet?

Sometimes taxpayers will list changes for multiple accounts on one set of schedules. This makes it
impossible to determine where changes need to be made. What do you do?

a. Contact the taxpayer. Tell him or her the schedules are not clear.

b. Explain that you need a set of schedules for each account and have them send revised forms.
Give them a deadline.

c. If they don't send revised forms, then check with the chief appraiser for advice.

4. Is there a return or a computer disk for personal property? This only applies if there is a personal
property account. If there is a personal property account, the following steps may apply:

a. If there if no return or disk, then check with personal property section to see if one was cre-
ated last year.
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b. If there isn't a computer disk or file, have the personal property list keyed into the appropri-
ate spreadsheet format.

5. Is company information up-to-date?
Are there changes to the address or company information?
Some changes may be made by support staff before you get the return.
What changes need to be made?
a. Taxpayer mailing address.
b. Situs address.
c. Taxpayer contact name and phone number.
How do you know it was done?
a. It should have the initials of the person who made the change.
b. The information should appear on the computer screen in the RPR system for the company.
You are responsible for making sure the account record is updated.
What kinds of changes do you have to confirm?
a. Company name change.

1) If the company’s nhame has changed, confirm the change with the company. Ask if the
name change occurred because of a change of ownership. If it was from a change of own-
ership, you may have a disclosure issue to deal with. (Refer to the “Disclosure” section of
this manual.)

2) Check to make sure the legal record has been changed. Sometimes the company repre-
sentative writes in a name that means something to the company but is not the legally
listed owner on the county records. The company has to update their deed in the county’s
records before you can officially change it. However, you can add the new requested
name as a “DBA” to your records. This should satisfy the needs of both the county and
the taxpayer.

b. Addition of a new account or change to an existing account.

(o]

. Are there retirements listed? Get the appraisal information.

~

Is there an adjudication? Get the appeals information.

®

Does the property have a qualified exemption?

a. Does it have an Enterprise Zone, Facilities under Construction, or a Pollution Control De-
vice exemption?

9. Was it mailed by the deadline? Does it have an extension? If not, it gets a penalty.
The cover sheet will list the received date, postmark date, and the extension number (if any).
< If there is no extension and the postmark date is March 1* or before, it was timely filed.
= If there is an extension and the postmark date is April 15*, it was timely filed.

Refer to the appropriate section(s) of this manual for correct procedures for calculating specific por-
tions of the return.

* Note: Whenever any writing or remittance is required by law to be filed or made on a weekend or
on a legal holiday, the date and time specified is extended to include the next business day. See ORS
305.820(2).
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Working the Return

After reviewing the return and assembling the appropriate materials, you are ready to work the return.
In order to process the return, an electronic or manual spreadsheet needs to be used. See the example
provided in this manual, page 11-2.

Referring to the example spreadsheet, the beginning value of all of your calculations (Column -a-) gen-
erally is the total ending value of the category (either Buildings & Structures—B&S or Machinery &
Equipment—M&E) or the current Real Market Value (Column -d-) as calculated on last year’s value
computation sheet.

Other possibilities to the beginning value occur when either:

= A new appraisal has been made.

= The value has been adjudicated.

= Omitted property has been added.

When processing the return, think about what you are doing and why you are doing it.
= Does your action make sense?

= Are your notes and documentation clear to others that will review it?

= Will your decision be understandable to the taxpayer?

See your supervisor if you are unsure about what course of action to take.

Measure 50 (M50) requires that we maintain two values, Real Market Value (RMV) and Maximum As-
sessed Value (MAV) (the value limitation).

Estimating Real Market Value

To estimate RMV, you will continue to use procedures very similar to what you have in the past. This
is true for both annual maintenance appraisals and physical reappraisals. Your procedures must ac-
commodate necessary calculations for MAV and exceptions to MAV.

The procedures used during the annual maintenance appraisals do not need to change significantly.
Current policies about what value to add for completed additions, buildings under construction, and
machinery being installed should remain the same as in the past if you are following department rec-
ommendations. The estimation of the value of reported retirements also remains the same. The major
change when estimating RMV is that you no longer give an extra year’s trend and depreciation as re-
quired prior to M50. The current definition of RMV requires property to be valued as of the assessment
date of January 1 rather than as of the lowest value during the assessment year.

When estimating RMV, the following examples may provide assistance. The examples do not replace
your appraisal judgement.

Additions typically added at 100% of reported cost:
= B&S—increase square feet of building space.

= M&E—retrofits or upgrades that add capabilities or capacity to the machine. For example, adding
computer controls to a machine that was previously manually controlled.

Additions typically added at less than 100% of reported costs:
= B&S—remodeling that enhance or improve the building. Example: new roof

< M&E—rebuilds that extend the life of a machine.
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Additions typically added at 0 % of reported costs:
* B&S—repairs. Example: patch the roof.

= M&E—repairs that maintain the current function of the machine without upgrading. Example: replac-
ing a worn-out bearing.

Use judgement for other issues that don’t fit the above scenarios.

= The Board of Property Tax Appeals reduced the value of a building because the roof was in poor
condition. A new roof is now being reported. You may decide to add 100% of the value instead of
something less.

= The company reports a retrofit of some M&E. You have knowledge of new machines with the en-
hanced features where cost is less than the reported retrofit. You may decide to add less than 100%
of the reported costs.

Note: If the buildings are general use and an income approach was used to determine the property’s
value, you must determine whether any of the above changes to the property has an effect on the
rent or income stream to the owner. If not, then it may not be appropriate to adjust for additions or
retirements.

Calculating Maximum Assessed Value

You should note that the definition of improvements under M50, for the calculation of MAV, is different
from the improvements for RMV. Watch out for “RE” words. These are words such as REmodel, REpair,
REcondition, REplace. Other words, such as “overhaul,” are also considered RE words. Sometimes the
word “new” is a potential RE word. The item being described using an RE word may not add full value
(or any value) to the account. These words should be considered red flags that need to be researched.
Contact the company representative for further information before adding value. Examples: Painting
the exterior of the building to match the signature color of a new owner. Replacing a roof on a build-
ing. Replacing a burned-out motor with a model of equal power on a piece of machinery. (See “Mea-
sure 50, Exceptions, and MAV” section of this manual.)

An exception is defined as a qualifying change to property whose Real Market Value is over $10,000 or
$25,000 for all cumulative additions made over five assessment periods. OAR 150-308.149(6) provides
guidance in determining adjustments to MAV. While the values of retirements are not considered in the
threshold test, the addition to MAV is net of retirements and multiplied by the changed property ratio
(CPR) prior to adding to the base MAV.

Buildings and Structures

Changes to buildings and structures (B&S) and yard improvements are reported on Schedules 1-A, 1-B,
and 1-C of the real property return. If there are no reported changes, the current Real Market Value
(RMV) taken from the prior year’s value computation sheet is trended and depreciated. You must be
careful to select the appropriate trends and depreciation factors used to calculate the Real Market Value
for the current year. Refer to the “Trends and Depreciation” section of this manual.

First, determine if the buildings and structures are special use or general use. If they are general use,
the trend is market derived by the county or selected from the department’s general use industrial ratio
study. For general use, a depreciation factor of 1.00 is selected because the trend already considers
both appreciation and depreciation.

If the B&S is special use, then the trends and depreciation factors are typically selected from those
published annually by the Department of Revenue (see Real Property Return Computation Supple-
ment). To select the trend for the buildings, you must know the group or building type of the sub-
ject. If the group is not listed on the prior year’s value computation sheet, you must refer to the
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appraisal. Building types are grouped based on similar trends; therefore, the groupings will change
from year to year. For 2000, there were two different groups. They were:

Group 1  Light Steel Frame
Pre-fab Steel
Reinforced Concrete Frame
Tilt-up Concrete

Heavy Steel Frame

Group 2  Wood Frame
Masonry

Trending multipliers are calculated using data from the current Marshall Valuation Service. In some
cases, these factors may not apply to a particular property. When local market data indicates a differ-
ent trend, such as for general use buildings, you should use a procedure that results in the most reliable
indicator of Real Market Value. You must exercise appraisal judgment.

After the selection of the appropriate trending factor, you must use the appropriate depreciation factor.
In an industrial plant, maintenance is continuous, as is wear and tear and obsolescence. The proper
choice of depreciation factors to be applied to the buildings and structures between appraisals should
result in a new measurement of value that should correspond to the estimate of a new on-site appraisal.

If the buildings are general use, the depreciation factor selected should always be 1.00 since the mar-
ket-derived trending factor has already considered both appreciation and depreciation. If the property
is special use, then the depreciation factors will typically be selected from those annually published by
the Department of Revenue.

Remember that the trend and depreciation factors already account for normal physical deterioration
and some functional obsolescence. Additional adjustments for excess obsolescence should be made
when appropriate. Refer to the department’s most recently published Real Property Return Computa-
tion Supplement.

Completed Additions for Buildings and Structures

Completed additions are reported in Schedule 1-A of the real property return. These are additions
to buildings, structures, and yard improvements that have been completed as of the current report-
ing period.

The addition(s) should be described in enough detail to identify the property. Necessary information
includes the starting date, completion date, total completed costs, costs reported in prior years, and
costs not previously reported. All direct and indirect costs, (i.e., materials, labor, overhead, shipping,
etc.) need to be reported.

Additions related to general ongoing maintenance, repairs, and minor construction must also be reported.
These items may not qualify as an M50 exception, but generally have some effect on the RMV. See the
“Measure 50, Exceptions, and MAV” section of this manual.

You must determine if the additions should be added at full value or a portion of the reported cost.
Items such as maintenance or repairs, while extending the useful life of the buildings, typically do not
contribute to the full extent of their costs.

If the addition was partially reported in prior years, make sure that Column 4 of the return reconciles
with the prior year’s return. If it does not, call the taxpayer for clarification. If only a portion of the
completed additions is added, you should document on the return, or a separate piece of paper, the
reasons for using values other than those reported.

150-338-415 (Rev. 2-01) 11-7 Processing the Real Property Return



You should only allow one-half of one year’s trend and one-half of one year’s depreciation for the first
year during which an asset is in place. This procedure recognizes that assets are installed throughout
the assessment year and is referred to as a “half-year convention.” Use the following checklist to guide
you through the process:

Additions Checklist
1. Check the starting date.
a. lIs it after last year's assessment date? If so, this item has not been reported before.

b. Is the start date prior to last year's assessment date? If so, it should have been reported in prior
years.

1) Check last year’s RPR and compare the reported asset information. If it was reported last year,
is the reported amount last year the same as this year’s “Costs Reported in Prior Years™

a) If yes, put a red check mark on this year’s return by the “Starting Date” and the “Costs
Reported in Prior Years.”

b) If no, contact the company for clarification.

2. Is the completion date the same as, or prior to, December 31? If it falls after December 31, contact
the company for clarification.

3. Watch out for “RE” words. These are words such as REmodel, REpair, REcondition, REplace. Other
words, such as “overhaul,” are also considered RE words. Sometimes the word “new” is a potential
RE word. The item being described may not add full value (or any value) to the account. These
words should be considered red flags that need to be researched. Contact the company representa-
tive for further information before adding value.

4. If a new asset is added it may be replacing another asset that has been removed. Look at the
retirement’s list to see if this is true. Sometimes taxpayers are diligent in reporting what’'s new but
forget to list what's gone.

5. Look in the file for a building permit. Sometimes a permit is issued and the taxpayer’s representa-
tive, who is not located on the site, doesn’t report it.

Note: If an asset is not completed yet, its value should receive no trend or depreciation until it is put
into use.

Retirements of Buildings and Structures

Retirements of buildings, structures, and yard improvements are reported on Schedule 1-B of the RPR.
These are assets that were retired and removed from the site during the reporting period of January 1
through December 31.

The taxpayer needs to describe the improvements in enough detail to identify the property. This could
include the asset number, date of acquisition, total original construction costs, date removed from ser-
vice, and the date removed from the site.

Retired property is removed from the assessment roll at its current depreciated Real Market Value. You
must first identify the asset either in the most current appraisal or on prior returns. Next, determine
what value was added to the account for the asset. Once the asset is identified along with its base
value, then all the trends and depreciation factors for each year since the item was added or appraised
must be used to bring the base value level to that represented in the prior year’s return. This is the
amount to be retired.
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Note in red next to the item on the old return or appraisal that the item was retired and when. Docu-
ment your calculations and value conclusion on the return or with an attachment. Use the following
checklist to guide you through the process:

Retirements Checklist

1. Determine when the basis for this asset’s current value was added to the roll. It may have been
added on a prior year's RPR or an appraisal, or the addition may have resulted from an adjudicated
value or a roll correction. Determine the most recent indication of this addition.

2. What was the assigned value at the time it went on the roll? If the asset was added during RPR
processing or from an appraisal, its starting value most likely will have to be adjusted to get it to the
first assessment date for which it was on the roll.

a. Added from an RPR—If the asset was added during RPR season prior to the January 1 assess-
ment date, its starting value may have received an adjustment to the annual trend and deprecia-
tion for only half a year.

b. Added from an appraisal—The asset’s starting value may have been trended and depreciated
based on the quarter in which the appraisal was done.

3. After the initial year’s value has been determined you must hand-calculate the trend and deprecia-
tion for each year to bring the value to the current assessment date. Over time, asset values will
change as each year’s trend and depreciation is applied. You must make sure that the value you
remove from the roll is an accurate reflection of that asset’s value—no more, no less.

4. What happens if you can't find the original asset entry? This could happen for a number of reasons:

a. The asset list for the account does not exist or is minimal. All assets were lumped into a few
groups and individual listings weren't created.

b. The asset described by the taxpayer does not match the detailed list of assets from the appraisal.

c. The taxpayer is “cleaning up” their books and sending us information about assets that may have
been gone for years.

What do you do? First of all, you must contact the taxpayer and find out if there is another name for
the asset, where exactly it was located, or any other information that may help you identify it in the
list. However, just because it was reported as being removed doesn’t necessarily mean that you must
reduce the account’s value for the item. You must have a reasonable belief that the asset’s value is
part of the account’s current value before making any reduction.

5. If items have been removed, were they replaced by a new asset and reported in the Additions
schedules? If you suspect this is so, contact the taxpayer and ask. Example: A sawmill retires a
headrig but nothing new is reported on the Additions schedule. A sawmill cannot operate with-
out a piece of equipment to saw the logs into lumber, so obviously someone forgot to tell you
about something.

Retirements must be gone from the site or scrapped. Assets that are not currently in service or aban-
doned in place, permanently or otherwise, may still have value. To make this determination you need
to talk to the taxpayer. If you believe it is warranted, you may want to reduce the value to reflect the
non-use.
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Building and Structures Under Construction

These are buildings and structures (B&S) that are being built, but not yet complete as of the assess-
ment date. B&S under construction items are reported on Schedule 1-C of the return. These items
will normally be capitalized but have yet to be transferred to a fixed asset. Follow the same proce-
dures as for completed additions. Double-check the starting value for this year against the value
reported for last year’s return. No trend or depreciation factors are typically applied until after the
addition is completed.

Machinery and Equipment

The status of the machinery and equipment (M&E) is reported on Schedule 2-A, 2-B and 2-C of the
RPR. If there are no reported changes, the current RMV taken from the prior year’s value computation
sheet is trended and depreciated. You must be careful to select the appropriate trends and deprecia-
tion factors used to calculate the RMV indication for the current year. See the “Trends and Deprecia-
tion” section of this manual.

The trend and depreciation factors for M&E are typically selected from those published annually by
the Department of Revenue (see Real Property Return Computation Supplement). To select the trend
for the M&E, you must be able to identify the group and industry type. If the group or industry type is
not noted on the prior year’s value computation sheet, you must refer to the appraisal to make that
determination. There are different groups that represent various industry types that exhibit similar cost
trends. You must be aware that the grouping of industry types does occasionally change.

The trending factors are calculated using data from the current Marshall Valuation Service. In some
cases, these factors may not apply to a particular property. When local market data indicates a differ-
ent trend, you should use a procedure that results in the most reliable indicator of RMV. You must
exercise appraisal judgment.

After the selection of the appropriate trending factor, you must select the appropriate depreciation
factor. In an industrial plant, maintenance is continuous, as is wear and tear and obsolescence. The
proper selection of depreciation factors to be applied to the machinery and equipment between ap-
praisals should result in a new measurement of value that corresponds to the estimate of a new on-
site appraisal.

The depreciation factors included in the department’s annual Real Property Return Computation Supple-
ment provides guidance and suggested depreciation factors for adjusting special use buildings and struc-
tures along with those for machinery and equipment. Normal physical and some functional obsoles-
cence are reflected in the department’s trends and depreciation factors. Normal depreciation can be
expected to affect most industrial plants of the same age and type in similar manners. These factors do
not consider excess physical, functional, or economic obsolescence.

Additional adjustments for excess obsolescence should be made when appropriate. Refer to the
department’s most recently published edition of Real Property Return Computation Supplement, and
the “Trends and Depreciation” section of this manual for further guidance on developing adjustments
for excess obsolescence.

Moving Assets from Real to Personal or Personal to Real

Sometimes the taxpayer incorrectly reports personal property as real property machinery and equip-
ment or the reverse. If you can determine which items are real and which are personal, then you should
move the asset to the correct classification. A record of what was done and why needs to be made on
a separate piece of paper and attached to the return. Use the following guidelines to assist you to move
assets from real to personal or personal to real:
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Moving Assets from Real to Personal Property

Issue: You discover that some assets listed on the real property account are actually personal property
and need to be moved to the correct account.

On the real property account:
1. Retire the real property asset value.
2. After completing all other changes from the RPR, calculate the value computation sheet.

3. Add a linking footnote to the value computation sheet explaining that the asset was reclassified as
personal property.

4. Do not include the retirement value in the M50 exception calculation.

On the personal property account:

1. Change the personal property starting value to reflect the real property retired value.
2. Calculate the personal property Real Market Value using recommended procedures.

3. Add a linking footnote to the personal property computation sheet explaining that the asset was
reclassified as personal property from real property.

4. Do not include the additional value in the M50 exception calculation.

Moving Assets from Personal to Real Property

On the personal property account:

1. Remove the personal property asset from the asset list on the personal property account.
2. Calculate the prior year’s value using recommended appraisal procedures.

3. Calculate the personal property computation sheet.
4

. Add a linking footnote to the Personal Property Computation Sheet explaining that the asset was
reclassified as real property from personal property.

5. Do not include the additional value for transferred assets in the M50 exception calculation.
On the real property account:

1. Calculate the prior year’s asset value using similar methods as those used for determining the base
year value for removing a retired asset.

2. Add the new asset to the real property account at a level uniform with last year’s value.
3. After completing all other changes from the RPR, calculate the value computation sheet.

4. Add a linking footnote to the value computation sheet explaining that the asset was reclassified as
real property from personal property.

5. Do not include the additional value for transferred assets in the M50 exception calculation.

Completed Additions of Machinery and Equipment

Completed additions of M&E are reported in Schedule 2-A of the RPR. These are additions of machin-
ery and equipment for which installation has been completed as of the current reporting period.

The addition(s) should be described in enough detail to identify the property. Necessary information
includes the company’s asset humber, manufacturer name, model number, location within the plant,
the starting date, completion date, total completed costs, costs reported in prior years, and costs not
previously reported. Completed additions need to include the invoice cost, installation, engineering,
foundations, power wiring, interest during installation, and freight.
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Additions related to general ongoing maintenance, repairs, and minor construction must also be reported.
These items may not qualify as an M50 exception, but generally have some effect on the RMV. See the
“Measure 50, Exceptions, and MAV” section of this manual.

You must determine if the additions should be added at full cost or a portion of the reported cost.
Items such as maintenance or repairs, while extending the useful life of the machinery and equipment,
typically do not contribute to the full extent of what they cost. If the addition was partially reported in
prior years, make sure that Column 5 of the return reconciles with the prior year’s return. If it does not,
call the taxpayer for clarification. If only a portion of the completed additions is added, you should
document on the return, or an attached separate piece of paper, the reasons for using values other
than those reported.

You should only allow one-half year’s trend and one-half year’s depreciation for the first year during
which an asset is in place. This recognizes the fact that assets are installed throughout the assessment
year and is referred to as a “half-year convention.” Use the following checklist to guide you through
the process:

Additions Checklist
1. Check the starting date.

a. Is it after last year's assessment date? If so, this item has not been reported before.

b. Is the start date prior to last year's assessment date? If so, it should have been reported in prior
years.

1) Compare the reported asset information. If it was reported last year, is the reported amount
last year the same as this year’s “Costs Reported in Prior Years™

a) If yes, put a red check mark on this year’s return by the “Starting Date” and the “Costs
Reported in Prior Years.”

b) If no, contact the company for clarification.

2. Is the completion date the same as or prior to December 31? If it falls after December 31, contact
the company for clarification.

3. Watch out for “RE” words. These are words such as REmodel, REpair, REcondition, REplace. Other
words, such as “overhaul,” are also considered RE words. Sometimes the word “new” is a potential
RE word. The item being described using one of these words may not add full value (or any value)
to the account. These words should be considered red flags that need to be researched. Contact the
company representative for further information before adding value. Examples: Repairing a piece
of machinery; replacing bearings on a worn motor; replacing a burned out motor with a model of
equal power on a piece of machinery.

4. If a new asset is added it may be replacing another asset that has been removed. Look at the retirement
list to see if this is true. Sometimes taxpayers are diligent in reporting what’s new but forget to list
what’s gone.

5. Look in the file for a building permit. Sometimes a permit is issued and the taxpayer’s representa-
tive, who is not located on the site, doesn’t report it.

Note: If an asset is not completed yet, its value should receive no trend or depreciation until it is put
into use.
Retirements of Machinery and Equipment

Retirements of machinery and equipment (M&E) are reported on Schedule 2-B of the RPR. These are
assets that were removed from the site during the reporting period.
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The taxpayer needs to describe the improvements in enough detail to identify the property: asset num-
ber, date of acquisition, original installed costs, date removed from service, and the date removed from
the site.

You must first identify the asset either in the most current appraisal or the prior returns. Next, deter-
mine what value was added to the account for the asset. If a trended investment technique was used
to appraise and maintain the value of the property, the asset’s value is readily identified.

Once the asset is identified along with its base value, then all the trends and depreciation factors for
each year since the item was added or appraised must be used to bring the base value level to that
represented in the prior year's return. This is the amount to be retired.

Be sure to note in red next to the item on the old return or appraisal that the item was retired and
when. Document all your calculations and value conclusions on the return or with an attachment. Use
the following checklist to guide you through the process:

Retirements Checklist

1. Determine when the basis for this asset’s current value was added to the roll. This could come from
examining a prior year's RPR or an appraisal, or the addition may have resulted from an adjudi-
cated value or a roll correction. Determine the most recent indication of this addition.

2. What was the assigned value at the time it went on the roll? If the asset was added during RPR
processing or from an appraisal, its starting value most likely will have to be adjusted to get it to the
first assessment date for which it was on the roll.

a. Added from an RPR—If the asset was added during RPR season prior to the January 1 assess-
ment date, its starting value received an adjustment to the annual trend and depreciation for only
half a year.

b. Added from an appraisal—The asset’s starting value was trended and depreciated based on the
guarter in which the appraisal was done.

3. After the initial year's value has been determined, you must manually calculate the trend and de-
preciation for each year to bring the value to the current assessment date. Over time, asset values
will change as each year’s trend and depreciation is applied. You must make sure that the value you
take off the roll is an accurate reflection of that asset’s value—no more, no less.

4. What happens if you can't find the original asset entry? This could happen for a number of reasons:

a. The asset list for the account does not exist or is minimal. All assets were lumped into a few
groups and individual listings weren't created.

b. The asset described by the taxpayer does not match the detailed list of assets from the appraisal.

c. The taxpayer is “cleaning up” their books and sending us information about assets that may have
been gone for years.

What do you do? First, you must contact the taxpayer and find out if there is another name for the
asset, where exactly it was located, or any other information that may help you identify it in the list.
However, just because it was reported as being removed doesn’t necessarily mean that you must
reduce the account’s value for the item. You must have a reasonable belief that the asset’s value is
part of the account’s current value before making any reduction.

5. If items have been removed, were they replaced by a new asset and reported in the additions sched-
ules? If you suspect this is so, ask the taxpayer. Example: A sawmill retires a headrig but nothing is
reported on the additions schedule. A sawmill cannot operate without a piece of equipment to saw
the logs into lumber, so obviously someone forgot to tell you about something.
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Machinery and Equipment Being Installed

These assets are reported on Schedule 2-C of the RPR. This is machinery and equipment that is being
installed, but for which the installation is not yet complete.

These items will normally be capitalized but have yet to be transferred to a fixed asset account. Follow
the same procedures as for completed additions. Double-check the starting value for the current year
against the value reported for last year's return.

Note: If an asset is not completed yet, its value should receive no trend or depreciation until it is put
into use.

Land Site Development

ORS and OAR 307.010 defines land to include any site development made to the land. Land site devel-
opment is defined as anything done to improve the land. Site development includes fill, grading, lev-
eling, underground utilities, underground utilities connections, and any other elements identified by
rule of the Department of Revenue. This includes filling, leveling, rocking, and excavation. Land site
development does not include the raw land costs.

Land site development costs are reported on Schedule 3 of the RPR. The reported costs do not affect
the value of the improvements; however you must consider their contributory value when arriving at
the value of the land.

The valuation of land under both county and state responsibility accounts is the responsibility of the
assessor. If the assessor fails to consider the contributory value of site developments and does not recog-
nize the difference between the value of raw land and a developed site in the valuation of land, the land
valuation for a given property will be seriously undervalued.

Site development costs are considered exceptions under Measure 50 and must meet the same require-
ments as all other qualifying exceptions.

Real Property Machinery and Equipment Leased From and/or Owned
by Others

(Improvement Only Accounts)

Leased real property must be assessed to the owner of record. ORS 308.115 states that whenever any
building, structure, improvement, machinery, equipment, or fixture is owned separately and apart from
the land or real property whereon it stands or to which it is affixed, such building, structure, improve-
ment, machinery, equipment, or fixture shall be assessed and taxed in the name of the owner thereof.
The Oregon Tax Court added further guidance in its opinion, Bear Creek Plaza, Ore. LTD. v. Depart-
ment of Revenue, TC 3089, September 17, 1992.

Leased real property is reported on Schedule 4 of the RPR. The person reporting must list real property
that is leased and/or owned by others. The reporting must include the following information: the lessor’s/
owner’s names, addresses, and phone numbers, and an adequate description of the asset. Also included
are the yearly lease amount, original lease date, lease expiration date, and the original total cost to
purchase (including freight and installation costs).

When leased property is reported and no account exists for that owner, an improvement only account
should be established in the name of the owner. While the lessee may be responsible for the taxes, the
court stated in its opinion on Bear Creek Plaza that the fee owner pays the taxes and that it is the fee
owner’s responsibility to collect (for reimbursement) from the tenant. In the following year, the owner
of the improvement only account should be sent a return.
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Once the assessor establishes an account for the leased real property, the value is determined in the
same manner as that reported under Schedules 1 or 2. Typically, most leased real property will be ma-
chinery and equipment used in the manufacturing process for the company. Once the improvement
only account is established, the information will be processed and a separate value computation sheet
produced. Since a separate return was not sent to the owner of the improvement only account, no
penalty should be assessed for the first year. Generally, the trends and depreciation factors will be taken
from the department’s special use category.

The following checklist will help guide you through the process of valuing leased real property:

Leased Real Property Checklist
1. All real property must be assessed to the owner, not the lessee.

2. If there is leased real property, check to see if the account already exists. If no account exists, then
set up a new real property improvement only account.

3. If the account already exists, then a return was sent to the company and will be given to you to be
processed when it is received. The same appraiser should process all accounts for all companies
located at a specific site.

4. If the asset is new, use the guidelines for “Additions” to add it to the account’s value.

5. Make sure that the asset has not been added in a prior year to the account. If that is the case, there
is no change in value for this asset to the account.

Exemptions

When processing real and personal returns for industrial properties, you need to be familiar with three
exemptions: Oregon Enterprise Zone Tax exemption, Commercial Facilities Under Construction exemp-
tion, and Pollution Control Facilities exemption. Refer to the “Exemptions” section of this manual for
details concerning qualifications.

There are no separate schedules on the real property return to report exemptions. There are separate
application forms for these exemptions. If the taxpayer is requesting any of the above exemptions,
they must request so timely, using the appropriate form, and/or submitting the necessary information
in writing. Refer to the “Exemptions” section of this manual.

Under M50, when an exempted value no longer qualifies as exempt, the added value is treated as an
exception and is used to adjust the current year’s base MAV.
Enterprise Zone Tax Exemption

First, you must determine whether the property qualifies for this exemption. Refer to the “Exemptions”
section of this manual for details.

Qualifying companies may be exempted from local property tax liability on new capital investments
for at least three years and up to five years.

Calculation of the Exemption

To calculate the value of an Enterprise Zone exemption, follow the same basic procedures outlined for
any non-exempt industrial property. The reported cost is the starting point amount for the exemption.
Following are the additional steps needed to determine the exempted value:

1. Examine the list of items reported as Enterprise Zone. Make sure none of the Enterprise Zone items
have also been reported under any other schedules on the return.
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2. When examining the Enterprise Zone listings, make sure all the items reported qualify for the exemp-
tion. This is very important with personal property items. Companies tend to report all new per-
sonal property assets as Enterprise Zone items. For personal property to qualify, it must have a value
of $1,000 and be used exclusively for producing tangible goods or have a cost of $50,000. Mobile
equipment is not allowed an exemption. For example, forklifts and other similar equipment are
not allowed an Enterprise Zone exemption.

3. Once you have determined the value for the current year’s exemption, it is best to identify it on the
value computation sheet as Enterprise Zone 20XX. This allows you to easily track on the value com-
putation sheet the year each Enterprise Zone exemption was first allowed. It also keeps multiple
exemptions separate.

Under M50, when an exempted value no longer qualifies as exempt, the added value is treated as an
Exception and is used to adjust the current year's base MAV.

Commercial Facilities Under Construction Exemption

First, you must determine whether the property qualifies for this exemption. Refer to the “Exemptions”
section of this manual for details.

Calculation of the Exemption

Once you determine that the property qualifies for this exemption, the value of the exemption is
calculated in the same manner as B&S Under Construction or M&E Being Installed. The reported
value is placed on the roll at reported cost. If the property qualifies for the second year, the total
reported value, including that reported in the prior year, is held at the reported costs without trends
or depreciation factors being applied. The reported costs on the value computation sheet are shown
as being exempted. A footnote should also be made on the value computation sheet indicating the
reason for the exemption.

When the exemption for Facilities Under Construction expires, the value is computed in the same manner
as that for completed additions for B&S or completed additions for M&E. The total reported cost is adjusted
using one-half of one year’s total change based on the trend and depreciation factors.

Under M50, when an exempted value no longer qualifies as exempt, the added value is treated as an
exception and is used to adjust the current year’s base MAV.
Pollution Control Facilities Exemption

First, you must determine whether the property qualifies for this exemption. Refer to the “Exemptions”
section of this manual for details.

Calculation of the Exemption

OAR 150-307.405 states that the highest percentage figure certified by the Environmental Quality Com-
mission applies to the amount of the value the certified pollution control facility contributes to the total
property value. Therefore:

1. Calculate the current RMV by applying the appropriate trend and depreciation factors to the prior
year's RMV.

2. Apply the certification percentage to the RMV of the pollution control investment to determine the
exempted value.

3. The exempted value should be shown on the value computation sheet as exempt with an explana-
tory footnote.

Under M50, when an exempted value no longer qualifies as exempt, the added value is treated as an
Exception and is used to adjust the current year's base MAV.
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Salvage Value

Salvage value is the estimated price for which an asset can be sold at the end of its useful life—in
other words, after the asset can no longer be used to produce the product for which it was originally
intended.

Do not confuse “residual value” with “salvage value.” Any asset still in use continues to generate in-
come, thus retaining a value-in-use. This remaining value is called the residual value. It is the value of
an asset by virtue of it continuing to be used to produce a product. An item may be well past its ex-
pected economic life and may be technologically obsolete. But if it is being used, the asset retains a
residual value, typically the lowest value as represented by the bottom of the appropriate depreciation
schedule.

Items no longer in service are still assessable, but no longer retain their residual value. You should
estimate an item’s salvage value by determining its net salvage price, usually as scrap or spare parts.
OAR 150-308.205-(D)(f) states that sales for the disposal of properties through auction, liquidation, or
scrap are indications of market value only when on the assessment date such disposal of the subject
property is imminent, or has actually taken place. Net salvage value is the price an asset should bring
as salvage, less the cost of its removal, if any. Marshall Valuation Service in Section 97, lists average
salvage value of all equipment and fixtures by industry type.

Excess Obsolescence

Appraisers traditionally think of depreciation as a loss in value resulting from three general causes: physi-
cal deterioration, functional obsolescence, and economic or external obsolescence. Because the mar-
ket for industrial properties is generally too inactive and the properties are so varied, it is difficult to
develop depreciation factors directly from the market. Refer to the “Trends and Depreciation Factors”
section of this manual for a full discussion of this issue.

The department’s Real Property Computation Supplement provides guidance and suggested trends and
depreciation factors for adjusting special use B&S, as well as for M&E. The suggested trends and de-
preciation factors should not be used with general use B&S. Normal physical deterioration and some
functional obsolescence are reflected in the department’s trends and depreciation factors. Normal de-
preciation can be expected to affect most industrial plants of the same age and type in a similar man-
ner. The factors do not reflect any excess physical or functional obsolescence, nor do they reflect
external obsolescence (externalities). Excess obsolescence always results in reduced income or a lower
return.

If the owner of an industrial plant requests consideration for excess obsolescence, they must provide
you with enough information to justify a reduction in value. While the market approach may provide
the most accurate means of measuring obsolescence, the lack of comparable sales for special use prop-
erties usually makes this approach unworkable. In this situation the income approach is an effective
way to measure excess obsolescence if the appropriate data is available.

Excess obsolescence should not be deducted from an income or market approach if the forms of
obsolescence displayed in the subject equally affect the comparable properties because the market
has already reflected it in those estimates. Any adjustment for excess obsolescence should be re-
viewed annually.

The Department of Revenue conducts ongoing analyses of various industry types for which there are
indications of loss of revenue caused by economic obsolescence. Along with the Real Property Return
Computation Supplement, the department issues advisory supplements to county assessors informing
them which industries should receive an additional adjustment for economic obsolescence along with
the recommended adjustments.
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Industries affected during the last several years include sawmills, softwood veneer, softwood plywood,
and fish processing. The department’s economic adjustment factors should be used unless you have
more supportable data.

The results of the department’s studies are not necessarily applied to all companies within a specific
industry. In some cases, the property has been given recognition for the problem. Make sure the prop-
erty does not receive a double reduction. For example, the property could have already been given a
reduction due to a recent appraisal, an individual study of that particular company, or adjudication.

Economic obsolescence can also be applied to an individual company that is not part of the industry
being studied. The taxpayer may have information that leads you to believe there is justification for
giving them economic obsolescence when calculating their RMV. You need to analyze all of the infor-
mation available to you before making any special reductions for economic obsolescence.

At other times, you may want to apply a value reduction based on information you have about a par-
ticular account. This could be for idled equipment, which you may decide to reduce to a salvage value,
or might be necessary because of issues surrounding functional obsolescence. In all cases, make sure
you do a thorough analysis and document your reasoning clearly in the file. You need to have valid
and solid justification for any special value reduction.

Functional obsolescence is a reduction in value because of inefficiencies in the property being appraised.
Examples are a plant with an inefficient layout, bottlenecks that slow production, and outdated equip-
ment that requires high maintenance and slows production. Again, it is critical that you conduct a solid
analysis of the situation and document your findings. Any reduction must be measurable and you must
be able to accurately calculate the cost to cure.

Contaminated Property

Property that is claimed to be contaminated must meet the requirements set forth in Oregon Adminis-
trative Rule 150-308.205-(E). Once it has been established the property is contaminated property, the
Real Market Value (RMV) and Maximum Assessed Value (MAV) is determined using the procedures out-
lined in OAR 150-308.205-(E)(3). In addition, reference should be made to the department’s publica-
tion, Contaminated Property Short Course (150-338-412).

When determining the RMV of a contaminated site you should consider the sales comparison, the cost,
and the income approaches. For a particular contaminated site, all three approaches may not apply,
however each should be considered. If reliable market data is available, you should give it the most
weight.

The sales comparison approach may be used to determine the RMV of a contaminated site by com-
parison with verified sales of similarly contaminated sites. If no sales exist of property similarly con-
taminated, a comparison may be made to sales of properties without contamination. Adjustment
factors shall be developed to account for the influence of contamination based upon a cost to cure
analysis. These factors are then applied to the subject property. Adjustments should be considered for
the following:

1. Limitations upon the use of the contaminated site due to the nature and extent of the contamination
or due to governmental restrictions related to the contamination.

2. The increased cost to insure or finance the property.
3. The potential liability for the cost to cure.

4. Governmental limitations and restrictions placed upon the transferability of all or any portion of the
contaminated sites.

5. Other market influences.
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The cost approach may be used to determine the value of the contaminated site. The “cost to cure”
may be deducted as a measure of functional obsolescence from the Real Market Value of the property
as though it was not contaminated. “Cost to cure” means the discounted present value of the estimated
after tax cost of the remaining remedial work specific to the subject property to remove, contain, or
treat the hazardous substance. The “cost to cure” may include the cost of environmental audits, surety
bonds, insurance, monitoring costs, engineering, and legal fees.

When considering the income approach use market rental data. If market rental data is not available,
the property’s actual income may be used. The income stream may be adjusted to reflect the estimated
annual cost of remedial work specific to the subject property to remove, contain, or treat the hazard-
ous substance during those years the cost is incurred. The annual cost of remedial work may include
the cost of environmental audits, surety bonds, insurance, monitoring costs, and engineering and legal
fees. The costs must be directly related to the clean up or containment of a hazardous substance.

If the capitalization rate is derived from properties with similar contamination, no adjustment should
be made to that rate. If the rate is developed from properties without contamination, or a built-up rate
is used, consideration should be given to the following:

1. Adjustments for the increased present and contingent future risk of ownership.
2. Difficulties in future appreciation or depreciation.
3. The effect upon the ability to sell or transfer the property; the liquidity of an investment in the property.

Alternately, an income approach projecting the income stream as if the subject property was not con-
taminated may be used when the cost to cure is deducted from the resultant value indicator.

The market may respond to contamination in a variety of ways. In all cases, actual market sales and
income data are the most reliable indicators. If the cost to cure the contamination exceeds the Real
Market Value of the land, the land should be reduced to the minimum value allowed by the county’s
policy. Any remaining amount should be deducted from the improvement value. The value of the im-
provements typically would not be reduced below salvage value.

The dollars expended to cure the contamination are added to the current base Maximum Assessed Value
(MAV) as exception value in the year in which it occurs.

Omitted Property

Omitted property includes any part of real property that has been omitted from a certified tax roll due
to the assessor’s lack of knowledge of its existence (OAR 150-311.216). The certified tax roll is the roll
after it has been certified to the clerk each year. This is usually done just before tax statements are
printed.

If omitted property is discovered while processing a real property return the Real Market Value (RMV)
of the omitted property is added to the current tax roll and prior tax rolls up to five years. For each
year, up to five, that the property was omitted the additional RMV is added to the account. For example,
if the omitted property is discovered after the 2001-02 roll is certified (current roll), then the omitted
property value can be added to the rolls for 2000-01, 1999-00, 1998-99, 1997-98 and 1996-97. If it is
discovered that the property was in existence more than five years, the rolls can still only be corrected
for five years. Increases in RMV may result in an increase Maximum Assessed Value (MAV). In the first
year that the omitted property can be added to the tax roll, you may need to calculate the exception
value by netting the value of the omitted property and the value of retired property. This will need to
be done if the old, retired property was what was reported on the return. For a detailed explanation of
how to calculate MAV for omitted property, refer to Oregon Administrative Rule 150-308.156(5).

When the omitted property is the result of new construction, the MAV adjustment is made following
the guidelines for the new construction exception value. The additional Real Market Value must ex-
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ceed $10,000 per year or $25,000 for accumulative additions made over five assessment years before
the MAV is increased. See Oregon Administrative Rule 150-308.149(6) for more information on minor
construction.

Omitted Property/Roll Corrections Checklist

Once omitted property has been identified, follow these steps:
1. Determine the oldest roll that can be corrected.

2. Calculate the RMV and MAV for each year affected.

3. Send written notice to the property owner or the person in possession of the property explaining
that omitted property has been discovered and the assessor intends to add the property to the tax
rolls for the years affected. The notice must give a general description of the omitted property. It
also must advise the owner that he or she has 20 days from the mailing of the notice to show cause
why the property should not be added to the roll and assessed to him or her. This notice is often
referred to as the “20-day show cause letter.” (ORS 311.219)

4. After the 20 days has elapsed, prepare a journal voucher to correct the tax roll or rolls. Be sure to
include the statutory reference under which the correction is being made. For omitted property the
reference is ORS 311.216. The journal voucher is the tax collector’s authority to make the appropri-
ate changes to the affected tax rolls and calculate the additional taxes.

5. Immediately after the tax roll is corrected send a second notice to the property owner. The second
notice must be sent by certified mail. It does the following:

= Tells the property owner the date the tax roll was corrected,
= Shows the amount of additional taxes by year,
= Explains that the taxes will be billed on the property tax statement for the next tax year, and

= Explains that the additional value may be appealed to the Magistrate Division of the Oregon Tax
Court within 90 days from the roll correction date.

This notice is usually prepared by the tax collector’s office or in cooperation with that office.

Incomplete Returns/Non-filers

The quality of reporting varies with the amount of time and energy invested in the return by the tax-
payer. ORS 308.290(1)(b) states that “each county assessor has the authority to require a complete return.
Every person and the managing agent or officer of any firm, corporation, or association owning or in
possession of taxable real property shall make a return of the property for ad valorem tax purposes
when so requested by the assessor of the county in which such property is situated.” If an incomplete
return is received, a phone call may resolve the problem. If not, you should ask the taxpayer to send a
corrected return before the filing deadline.

The penalties for late and non-filers are discussed in ORS 308.295 and ORS 308.300. Returns must be
postmarked by March 1. Extensions can be granted by the county or, in some cases, by the depart-
ment. Be sure to check the list from the department for granted extensions. Refer to the “Extensions”
section of this manual. Generally, ORS 308.295 details the procedures for calculating the correct pen-
alty for real and personal property returns. A delinquent RPR is subject to a penalty of $1 for each
$1,000 (or fraction thereof) of assessed value of the property as determined under ORS 308.232, but
such penalty shall not be less than $10 or more than $250. Penalties for personal property returns not
filed as part of a combined return (industrial property return) are subject to more severe penalties.

Non-filers are also assessed the Late Filing Penalty. Compute the current year’s RMV by applying the
appropriate trends with no allowance for depreciation.
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If a Late Filing Penalty is imposed, the tax statement for the year in which the penalty is imposed shall
reflect the amount of the penalty and shall constitute notice to the taxpayer.

Additional Information the Taxpayer May Provide

The person filing the real property return may choose to provide additional information they feel should
be considered when determining the value of the property. The information may or may not be used
by the person processing the return to determine its Real Market Value. If the filer is claiming addi-
tional obsolescence, information supporting the claim must be provided.

Examples of supplemental information include: production reports, plant closure, scheduled liquida-
tions, government requirements or restrictions, income and expense information, or other issues that
may indicate economic or functional obsolescence.

Any additional information provided by the filer may be considered in future appraisals as well as the
current year’s value determination.

Penalties

Penalties are discussed in ORS 308.295, ORS 308.296, and ORS 308.300. OAR 308.300 details what ac-
tion the assessor can take when a taxpayer files a fraudulent return. Further guidance on assessing
penalties can be found in the Attorney General’s legal opinion, DOJ File No. 150-303-GT0O457-97, dated
December 19, 1997.

Returns must be postmarked by March 1. Extensions can be granted by the county or in some cases by
the department. Be sure to check the list from the department for extensions. ORS 308.295 outlines the
procedures for calculating the correct penalty for real property and combined returns. ORS 308.296
outlines the procedures for calculating the penalties for returns reporting only personal property.

Penalties for real property are assessed per each return, not each account. The legislature authorized
the department to use a “combined return” for state responsibility accounts. That means a single return
may cover several real and personal property tax accounts for a given site or manufacturing facility.
Combined returns used by the department are called “industrial property returns” (IPR).

The counties are authorized to use a separate real property return and a separate personal property
return. Current county practice is to send a return for each account of real property and personal prop-
erty even though a particular facility often encompasses more than one tax lot.

A delinquent real property or combined return is subject to a penalty of $1 for each $1,000 (or fraction
thereof) of Assessed Value of the property as determined under ORS 308.232, but such penalty shall
not be less than $10 or more than $250. For state responsibility accounts, if the return is filed late, the
taxpayer is assessed a single penalty for all accounts covered by the return. For county responsibility
accounts, since each return typically represents only one account, a single penalty is assessed for each
return.

Delinquent returns reporting only personal property shall be subject to the following penalties:

= If the return is postmarked after March 1 (or April 15 if an extension has been granted), it is subject
to a penalty equal to 5 percent of the tax attributed to the return.

= If the return is filed after June 1 but before August 1, the return is subject to a penalty equal to 25
percent of the tax attributed to the return.

= If the return is filed after August 1, the return is subject to a penalty equal to 100 percent of the tax
attributed to the return.
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For state responsibility properties, a combined return in some cases covers only personal property ac-
counts. In this case, the IPR would be a return “reporting only taxable personal property.” If such a
return is filed late, the penalties for personal property are assessed.

As a result of M50, the penalty cannot be computed until after the Assessed Value (AV) is determined.
In the past, for department responsibility accounts, the department would calculate the penalty and a
footnote was made on the value transmittal sheet (VTS) informing the assessor of the amount of the
penalty. It is no longer possible for the department to calculate the penalty because the Assessed Value
cannot be determined until the assessor calculates the MAV. The department footnotes on the VTS that
the return was filed late and a penalty should be assessed according to the prescribed methods. If the
penalty is for a return with only personal property accounts, the footnote will indicate that personal
property penalties should be assessed.

If a late filing penalty is imposed, the tax statement for the year in which the penalty is imposed shall
reflect the amount of the penalty and shall constitute notice to the taxpayer.

Footnotes

Footnotes are used to record explanations for interpretations, changes, or anomalies on the value com-
putation sheet. Make a footnote if reported personal property is actually real property and you made
the change for the value computation. Make a footnote if leased property is assigned to another tax-
payer who is the owner. If you discussed information with the taxpayer on the phone (for instance,
non-inventoried property that influenced the value computation), put it in the footnotes. Excess obso-
lescence is typically explained in the footnotes of the value computation sheet.

Review of Value Computation Sheet

It is important that someone other than the person calculating the value computation sheet review the
conclusion. This process doesn’t need to be complicated or lengthy. The review can be for obvious
errors and proper computations. Any questions about the data can be discussed. It is recommended
that a copy of the value computation sheet be sent to the taxpayer for review.
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Processing the Personal Property Return

Reporting

The first step in assessing personal property is to obtain a complete listing of all items owned, leased,
or rented and in the possession or control of a business operator.

The taxpayer is required by law to provide this information as part of the annual real and personal
property return process and must include all detailed information requested (ORS 308.285 and 308.290).

If the return is incomplete, the assessor should return the form and ask the taxpayer to furnish the data
needed.

When equipment acquisition cost data is lacking from the taxpayer, the department’s Personal Prop-
erty Valuation Guidelines, Typical Cost New information is used as a basis for estimating costs. Guide-
lines such as the Green Guides, Orion, and other publications are also sources to obtain cost new
information.

Although personal property appraisers rely heavily on the reported data, they should make periodic
field audits. Appraisals should be made of the property and the asset listings checked to ensure ad-
equate reporting.

Trade Level Concept

In Oregon, all personal property is valued at the user or consumer level. However, there are five levels
of trade the appraiser should be aware of and understand.
1. Manufacturer’s Level.

This level is acknowledged when the property is in the hands of the manufacturer and in the
manufacturer’s plant. Note: this does not include furniture, fixtures, and equipment used by the
manufacturer to produce the goods.

2. Wholesale Level.

As property moves through the channels of trade, it increases in value by virtue of freight, over-
head, and intracompany profit. These costs are added to the property regardless of ownership. When
the property moves from the manufacturer’s level to the wholesale level, the increments of costs
must be recognized.

3. Distributor Level.

In some cases, this level is synonymous with the wholesale level. However, in certain cases there is
a difference and, if so, must be recognized.

4. Retail Level.

This will include the full “laid down cost” of the inventory up to this point. The increment of cost/
value here is quite substantial since the inventory has moved to the level where it will be sold to
the user or consumer.

5. User or Consumer Level.

At this level, the property has reached its final destination and now contains all associated costs
such as the cost of installation and all fees and permits. At this point, the final value is representa-
tive of market value to the consumer.
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Valuation

When processing personal property returns or schedules that are filed in conjunction with real prop-
erty returns or a combined return such as that used by the department, one person should work both
returns. This method helps ensure that items reported on both returns are correctly classified as either
real or personal. It also helps ensure all property is correctly assessed and that no double assessment
occurs. If the county’s current procedures make it difficult to do this, a reviewer should check both
calculated returns for correct classification and assessment.

The Oregon Department of Revenue publishes Personal Property Valuation Guidelines on an annual
basis. These guidelines do not exclude the use of other schedules or valuation information when con-
ditions warrant and the assessor has substantial supporting market data and documentation. The listing
of Typical Cost New is not inclusive. The items listed are only those items commonly found or used in
establishments mentioned. For specialized equipment related to industrial properties, the department’s
valuation or personal property specialists may be able to provide assistance.

The guidelines are issued to help achieve uniform assessment of tangible personal property. Items of
equipment that depreciate at approximately the same rate have been listed in groups under the appro-
priate age/life column.

Allowance for depreciation must be based on the best information available to the assessor and docu-
mented supporting data must be noted for variations in value from the typical.

Unique or unusual property characteristics, such as preventative maintenance programs, equipment abuse,
equipment being “cannibalized” or similar situations that affect value, must be considered in the final
determination of current market value.

In valuing equipment, the method is essentially the same whether the property is reported on a Cost
New Basis or Secondhand Cost Basis. However, when the items are reported on a Secondhand Cost
Basis, the appraiser must estimate an Original Cost New for those items before using the valuation
method.

1. Valuation Method for Equipment Reported on Cost New Basis.
The recommended method for valuing equipment is:
a. Locate the valuation factor for the year of acquisition from the guidelines.
b. Multiply the reported cost new by the valuation factor. The result is the market value of the item.
Example: Cost x Valuation Factor = Market Value
$450 x .63 = $248 Market Value
2. Valuation Method for Equipment Reported on a Secondhand Cost Basis.

When equipment costs are reported on a Secondhand Cost Basis, the appraiser must estimate the
Original Cost New of the item. This cost new estimate is multiplied by the valuation factor for an
indication of current market value. To estimate the original cost new of secondhand equipment,
these sources of information are recommended:

= Analysis of local sale transactions.

= Advertisements in local trade and news publications.
= Comparisons with other personal property returns.
= Opinions of local equipment dealers and users.

= Published price guides.
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Leased or Rented Property

If a lease is reported, check the leasing company list or file to see if the lessor is already being as-
sessed. If no indication is made on the return, a telephone call to the taxpayer may help to determine
who is responsible for the taxes. If the lessor is being assessed, make a notation on the return for fu-
ture reference. If the lessor is not being assessed, assess the equipment listed to the lessee’s account.
Develop a good system to verify current leases being assessed to avoid double assessment of leased
equipment.

Non-Inventory Supplies

Non-Inventory Supplies include items such as paper sacks, printed forms, stationery, business cards,
pallets, fuels, medical and dental supplies, cleaning supplies, spare parts, office supplies, restaurant
supplies, and all other consumable items. These are items or supplies that do not become a part of the
finished product and will not be sold directly to the customer, but are used in the business.

If no value is listed for Non-Inventory Supplies, call the taxpayer. Ask for a value of their Non-Inven-
tory Supplies. If they do not provide a value, or they provide a nominal amount that is not reasonable,
then develop an estimate. You should document your reasons for using the value you develop and
make a notation on the return or value computation sheet. For example, if the return indicates the
company has several items of rolling stock such as forklifts or other diesel or gas powered equipment
that are typically not licensed, estimate the number of gallons of fuel you expect they would keep on
hand. The number of gallons multiplied by a reasonable cost for fuel can then be used to estimate the
value.

For example: 1,000 gallon diesel in storage x $1.00 per gallon = $1,000

It is recommended that each county develop some guidelines for Non-Inventory Supplies for typical
businesses. This can be accomplished by looking at reported averages or median indications for vari-
ous business.

Maximum Assessed Value (MAV)

With the passage of Measure 50 (M50), the property assessment process changed dramatically. For 1997—
98, the concept of Maximum Assessed Value (MAV) was introduced. For the base year of 1997-98, MAV
was calculated by reducing the 1995-96 Assessed Value (AV) by 10 percent with exceptions for changed
properties. The AV was determined by taking the lower of Real Market Value (RMV) or MAV. For 1998-
99 onward, the MAV growth is limited to 3 percent per year. Exceptions to the 3 percent increase in
MAV occur when there are certain changes to the property. The “Measure 50, Exceptions, and MAV”
section of this manual provides a more in-depth discussion of M50 and the calculation of RMV, MAV,
and AV.

Maximum Assessed Value can grow for only two reasons: 1) a 3 percent annual growth limit test or 2)
major changes to the property referred to as exceptions. MAV can increase by more than 3 percent if a
major change or exception has occurred to the property (the account). ORS 308.149(5)(a) defines new
property or new improvements as changes in the value of property as the result of:
(A) New construction, reconstruction, major additions, remodeling, renovation, or rehabilitation of
property.
(B) The siting, installation, or rehabilitation of manufactured structures or floating homes.

(C) The addition of machinery, fixtures, furnishings, equipment, or other taxable real or personal
property to the property tax account.
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In order for qualified new improvements to affect the MAV calculation, the Real Market Value must
exceed $10,000 in one year or $25,000 accumulative over five years. The total Real Market Value of
new improvements is used to determine if it qualifies as a major addition.

It therefore follows that an exception is an action that allows an adjustment to Maximum As-
sessed Value. Exceptions to existing properties are not included in Average Maximum Assessed Value
(AMAV) calculation or Average Real Market Value (ARMV) calculation. (ORS 308.146) Exceptions do not
include general ongoing maintenance and repair or minor construction.

General Ongoing Maintenance and Repair (OAR 150-308.149(5)(2)(A))

“General ongoing maintenance and repair” means activity that preserves the condition of the existing
improvements without significantly changing design or materials. It achieves an average useful life that
is typical of the type and quality of the existing property so that it continues to perform and function
efficiently. It simply refers to the repairs or replacements of existing materials to property due to nor-
mal wear, tear or deterioration. The Maximum Assessed Value (MAV) cannot be increased due to
general ongoing maintenance and repair. Regardless of cost, the value of general ongoing mainte-
nance and repairs may not be included as exceptions for the calculation of Maximum Assessed Value.

The definition of improvements under Measure 50, for the calculation of Maximum Assessed Value, is
different from the improvements for Real Market Value. Watch out for “RE” words. These are words
such as REmodel, REpair, REcondition, REplace. Other words, such as “overhaul,” are also considered
RE words. Sometimes the word “new” is a potential RE word. The item being described using one of
these words may not add full value (or any value) to the account. These words should be considered
red flags that need to be researched. Contact the company representative for further information before
adding value. Examples: Overhauling the motor on a forklift; replacing a burned out motor with a model
of equal power on a piece of equipment; repairing a computer, etc. (See “Measure 50, Exceptions, and
MAV” section of this manual.)

Netting of Exception and Retirements

ORS 308.153 states that the value of new property or new improvement shall equal the Real Market
Value of the new property or new improvements reduced, but not below zero, by the Real Market
Value of retirements from the property tax account. If the MAV is adjusted for fire or act of God, the
portion reduced may not be considered to be a retirement.

While the values of retirements are not considered in the threshold test, the addition to MAV is net of
retirements and multiplied by the changed property ratio (CPR) prior to adding to the base MAV.

Penalties

Returns are due by March 1. Extensions can be granted by the county or in some cases by the depart-
ment. Be sure to check the list from the department for extensions. ORS 308.295 outlines the proce-
dures for calculating the correct penalty for real and combined returns. ORS 308.296 outlines the pro-
cedures for calculating the penalty for a return reporting only personal property.

Delinquent returns reporting only personal property shall be subject to the following penalties:

= If the return is postmarked after March 1 (April 15 if an extension has been granted) but on or before
June 1, the return is subject to a penalty equal to 5 percent of the tax attributed to the return.

= If the return is filed after June 1 but on or before August 1, the return is subject to a penalty equal to
25 percent of the tax attributed to the return.

= If the return is filed after August 1, the return is subject to a penalty equal to 100 percent of the tax
attributed to the return.
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For state responsibility properties, a combined return in some cases covers only personal property ac-
counts. In this case, the industrial property return (IPR) would be a return “reporting only taxable per-
sonal property.” If such a return is filed late, the penalties for personal property are assessed.

As a result of M50, the penalty cannot be computed until after the Assessed Value is determined. In the
past, for department responsibility accounts, the department would calculate the penalty and a foot-
note made on the value transmittal sheet (VTS) informing the assessor of the amount of the penalty. It
is no longer possible for the department to calculate the penalty because the Assessed Value cannot be
determined until the assessor calculates the MAV. Starting in 1998, the department will footnote on the
VTS that the return was filed late and a penalty should be assessed according to the prescribed meth-
ods. If the penalty is for a return with only personal property accounts, the footnote will indicate the
personal property penalties should be assessed.

If a late filing penalty is imposed, the tax statement for the year in which the penalty is imposed shall
reflect the amount of the penalty and shall constitute notice to the taxpayer.

Non-filers

When the taxpayer does not file, the department’s policy is to allow no depreciation when calculating
the value for personal property. Compute the current Real Market Value by applying a depreciation fac-
tor of 1.00. Non-filers are assessed the Late Filing Penalty as discussed in the section on “Penalties.”

Additional Guidance

Further guidance in valuing personal property can be found in the Department of Revenue’s Methods
for Valuing Personal Property (150-303-450) and Personal Property Valuation Guidelines (150-303-441).
In addition, publications and forms are available at the agency’s Web site listed below. For copies of
the publications contact:

Oregon Department of Revenue

Property Tax Division, Assessment and Taxation Standards Section
955 Center Street NE

Salem OR 97301-2555

Phone: 503-945-8278
Department of Revenue’s Web site: www.dor.state.or.us/ptd.html
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RPR Processing Checklist

1.

10.

11.

As an account is received for processing, verify that the return was postmarked by the due date
(March 1 if no extension has been granted, or April 15 if an extension has been granted). If the
return is late, note that a penalty shall be assessed. On the value computation sheet, check the
appropriate box for whether a late filing penalty is to be assessed. Remember that the penalty
on real property is now calculated on the Assessed Value.

Retrieve the files containing last year’'s report, the appraisal, value computation sheet, and any
correspondence, including exemptions, for the account. Quickly review for any areas needing at-
tention. Note if an appraisal has occurred since last year.

Check for exemptions such as Enterprise Zone, Commercial Facility Under Construction, or Pollu-
tion Control. Note on the return which exemption is involved.

Check to see if the ownership or address is different than the mailing label. Process this informa-
tion to correctly identify on the value computation sheet.

Check to make sure the return is signed properly.

Schedules 1-A and 1-B show buildings, structures (B&S) and yard improvements additions and
retirements. Note additions and check dates for completion. Items completed after January 1 may
not be added to the roll. Buildings and structures are not completed overnight, so a completion
date of January 3 would indicate the building, for all intents and purposes, was done on January
1. A phone call would be appropriate to verify the completion and amount done. An exemption
for Enterprise Zone or Facilities Under Construction may be affected by the completion date.

Compute the current depreciated value of the retired building(s) to be removed from the roll. The
appraisal or past returns will be needed to compute the appropriate value to be retired. Buildings
abandoned in place are still assessable.

Schedule 1-C shows buildings and structures under construction. If an exemption has been allowed
for Commercial Facility Under Construction, then this amount will not be added to the rolls. If no
exemption has been allowed, then the reported amount will be included on the value computa-
tion sheet.

Schedules 2-A and 2-B show machinery and equipment additions and retirements. Note additions
and check the dates when installed. The January 1 date is more critical as machines can be in-
stalled overnight. This area involves some study. Used equipment will usually show the used price,
or auction value, rather than the new replacement value. Associated with this could be reduced
installation costs associated with company workers already on the payroll and engineering cost
being absorbed by the company and no transportation costs. If the cost is identified as used, this
needs to be noted for use by the appraisal staff in any appraisal. If you recognize a used value,
check with your supervisor as to any changes in the reported value that should be entered on the
value computation sheet. Footnote an explanation for any changes.

Machinery and equipment (M&E) being retired need to be identified in the last appraisal or past
returns so the appropriate RMV can be retired on the value computation sheet. Often an addition
of a major piece of equipment is made in conjunction with a retirement of a similar piece of equip-
ment. It is not uncommon for the accountant to “forget” to show the retirement. If you recognize
that this could have occurred, a phone call can make sure the replaced equipment is not left on
the roll. Remember, equipment taken out of service but left on site still has a taxable value.

Schedule 2-C reports machinery and equipment being installed. Note if the equipment qualifies
for Commercial Facility Under Construction. If not, the reported value should be listed on the value
computation sheet. Consider the issues of used equipment and associated costs as well as “forgot-
ten” retirements.
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12.

13.

14.

15.

16.

17.

18.

Schedule 3 reports Land Site Development Costs that have been incurred. Entries in this box are
typically considered in the valuation of the land. Give this information to the appraisal staff who
will review the contributory value increment to the land value. There is an area for entry on the
value computation sheet, but the amount is not used in the MAV/RMV calculations.

Schedule 4 reports leased equipment. Verify that the owner’s name has an account for reporting
equipment. Cross-check that the identified equipment is reported on the owner’s return. If no
account exists for the lessor, assign an improvement only account number. An RPR return should
be sent to the owner of that property for the following year. If the lessee is paying the tax for the
lessor, an account must still be set up in the name of the lessor.

Check that prior year's RMV matches with the RMV on last year’s return. Has the current value
been adjudicated? If so, the value computation sheet must reflect the correct prior year’s value as
the starting point for the calculation of the value computation sheet. Be sure to footnote the change
and the reason for the change.

Verify the group and cycle number for the B&S and M&E. If the building is general use, the trend
is typically developed by the county and the depreciation factor is always 1.00.

There is a place for economic obsolescence on the value computation sheet. This is for “excess”
obsolescence. Be sure to footnote information about any entry in this area.

Determine the exception value if any for the account. You must identify those items of value that
meet the definition of a qualifying exception under Measure 50. The exception value is calculated
by netting retirements and additions. Remember that not all additions used to determine RMV will
qualify as an exception. Footnote any differences.

Review the personal property return. Most of the same items concerning such items as timely filed,
etc., pertain to this return as for real property. Compare last year’s return to this year’s. Does it
show any discrepancies? Review the Non-Inventory Supplies section. Has the taxpayer misreported
M&E as personal or the reverse? If any discrepancies cannot not be resolved, call the taxpayer. If
a late filing penalty is to be applied, remember that the penalty on returns reporting only
personal property is based on the tax and not on the value.
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BP 2001 REAL PROPERTY RETURN 2001

Declaration of Property Costs, Operations,
and Other Related Information County Use Only
Date Received

— Confidential —

File this return on or before MARCH 1, 2001
with the assessor of the county in which the property is located

Extension Number

Business Name

Mailing Address

City State ZIP Code

Account Number Type of Plant

Location (situs)

ANNUAL REPORT REQUIRED

Oregon law (ORS 308.290)(1)(a) requires that each company must file this annual return with the county assessor on or
before March 1. Failure to file will subject the company to late filing penalty (ORS 308.295). This statement is subject to
audit.

ACCOUNTING RECORDS LOCATION
Street Address City State ZIP Code

CONTACT PERSON FOR AUDIT

Name Telephone Number
Mailing Address FAX Number E-mail Address

( )
City State ZIP Code

TAXPAYER DECLARATION

| declare under penalties of false swearing [ORS 305.990(4)] that this return, including attached schedules, has been
examined by me and to the best of my knowledge and belief, is true, correct, and complete.

Full Legal Name (if incorporated)

Signature of: [ ] owner  []officer  [] authorized agent Date
X
Typed or printed name of person signing above Title

Name of Preparer (if other than taxpayer)

Telephone Number FAX Number E-mail Address

( ) ( )

150-301-031-1 (Rev. 9-00)

Be sure to read the instructions on page 7 before completing this return —}
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LIST OF PROPERTY TYPES

Real Property

Buildings, Structures

Include all building and structure costs, including
excavation, floor, shell, interior and exterior finish,
lighting, wiring and fixtures, plumbing, sprinkling
systems, elevators, heating systems, ventilators, fire
protection systems up to the dry valve including
underground piping, valves, tanks and foundations.
Also include indirect costs such as interest during
construction, engineering, and design costs.

Process piping, power wiring, and foundations for
the machinery and equipment should be included
with Real Property—Machinery and Equipment.

Yard Improvements

Fences

Paving

Ponds

Railroad spurs on site
Retaining walls
Roads

Walks and curbs
Wharves and docks
Yard lighting

Machinery and Equipment

Include all costs for all process and manufacturing
machinery and equipment that meets the definition
of real property. Include power wiring, process pip-
ing, foundations, freight, and engineering, etc.

307.010 Definition of “real property” and “land.”
(1) “Real property” includes the land itself, above or
under water; all buildings, structures, improvements,
machinery, equipment or fixtures erected upon,
above or affixed to the same...

Examples:

Aerators Hoists

Bag machines Hoppers
Banders Knife sharpeners
Barkers Leak detectors
Boilers Shakers
Chillers Shredders
Conveyors Sifters

Cranes Silencers
Edgers Sizers
Furnaces Slicers
Grinders Sorters
Headrigs Transfers

This list is not complete. If you have questions on other items, please call the assessor’s office.

150-301-031-1 (back) (Rev. 9-00)
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2001 REAL PROPERTY SCHEDULES
Reporting Period is January 1, 2000—December 31, 2000

You must complete a Real Property Schedule for each real property account listed on the front of the return.

Please attach a listing where space is insufficient.
REAL PROPERTY ACCOUNT NUMBER

COMPANY NAME

(Only one account per page)
SCHEDULE 1: Buildings, Structures, and Yard Improvements

(If building is leased, use this schedule to report leasehold improvements)

SCHEDULE 1-A: Completed Additions (See instructions, page 8)
2 3.

1.

: 4. 5. Costs for Current |6
Starting Completion Costs Reported Reporting Period not

Description Date Date in Prior Years Previously Reported Total Completed Costs

SCHEDULE 1-B: Retirements (See instructions, page 8)

1. 2. 3. 4. 5.
Date of Construction Date Status of Total
Description or Acquisition Retired Property Original Cost

SCHEDULE 1-C: Under Construction on January 1 (See instructions, page 8)

1. 2. . 3.Estimated |4 . 5. Costs for Current 6. .
Starting Completion Costs Reported in Reporting Period not Estimated Total
Description Date Date Prior Year Returns Previously Reported Completed Cost
150-301-031 (Rev. 9-00) 3
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COMPANY NAME

REAL PROPERTY ACCOUNT NUMBER

SCHEDULE 2: Machinery and Equipment
SCHEDULE 2-A: Completed Additions (See instructions, page 8)

(Only one account per page)

1.

Asset No.

2.

3.
Description Starting
(Name, model, location within plant) Date

4.
Completion
Date

in Prior Years

5. 6. Costs for Current
Costs Reported Reporting Period not
Previously Reported

7.

Total Completed Costs

SCHEDULE 2-B: Retirements (See instructions, page 8)

1.
Asset No.

2.

Description
(Name, model, location within plant)

3. 4.
Year of Construction Date
or Acquisition Retired

Status of
Property

Total
Original Cost

SCHEDULE 2-C: Being Installed on January 1 (See instructions, page 8)

1. 2. . 3. . 4.Estimated |5 . 6. Costs for Current . .

Description Starting Completion C_osts Reported in Reporting Period not Estimated Total
Asset No. (Name, model, location within plant) Date Date Prior Year Returns Previously Reported Completed Cost
150-301-031 (Rev. 9-00) 4
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COMPANY NAME

OTHER SCHEDULES
Reporting Period is January 1, 2000—December 31, 2000

REAL PROPERTY ACCOUNT NUMBER

SCHEDULE 3: Land Site Development (See instructions, page 8)

(Only one account per page)

1.

Description

2.
Starting
Date

3.
Completion
Date

4.
Costs Reported

in Prior Years

5. Costs for Current
Reporting Period not
Previously Reported

6.

Total Completed Costs

SCHEDULE 4: Real Property Equipment Leased from and/or Owned by Others (see instructions, page 8)

1. 2.

Owner’s Name, Address, and Phone Number

Description (Include Model Year)

3.
Lease Amount

Yearly

Amount

4. 5.
Original Lease
Lease Date | Expiration Date

6. Original Cost or
Option to Purchase
(when and amount)

150-301-031 (Rev. 9-00)

150-338-415 (Rev. 2-01)
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REAL PROPERTY RETURN
General Instructions

— Please read all instructions before completing return —

Oregon law

The Real Property Return is authorized by Oregon law. It is used to
determine the value of your real property. It's main purpose is to
accurately account for all property on the site as of 1:00 A.m. on Janu-
ary 1, 2001.

You are required to report the information requested on this
return. Oregon law (ORS 311.216 to 311.229) provides that prop-
erty acquired during the reporting period and not reported on this
return shall be presumed to be omitted property and subject to ad-
ditional assessment. Also, when property is reported at understated
costs, the understated cost amount shall be presumed to be omitted
property and subject to additional assessment.

A person may be convicted for filing false information. A fine of not
more than $1,000 or imprisonment for not more than one year, or
both, may be imposed (ORS 308.990).

Your return is confidential to the assessing authorities and is not
public information. The penalty for disclosure is a $10,000 fine and
one year in jail.

Filing deadlines

You must file this return by March 1, 2001. If you have a filing ex-
tension, your return must be postmarked no later than April 16, 2001.

Penalty for late filing

Failure to file this return by the March 1 deadline will subject
the property owner to a late filing penalty (ORS 308.295).

Penalty for late filing is $1 for each $1,000 (or fraction) of assessed
value. This penalty shall not be less than $10 and not more than
$250 (ORS 308.295).

Nonfiling penalty

All property in your possession on this site must be reported
on this return unless the property is mentioned in the section,
“What property not to report.” Any person who refuses or ne-
glects to file a return, with the intent to evade taxation, is subject to
a penalty of $10 for each day the return is late until the return is
filed (ORS 308.300). This return is subject to audit.

Filing extensions

You may be granted a filing extension when a hardship exists. You
must file your extension request with the assessor, in writing, on
or before March 1. Applications are not automatic extensions. Ex-
tensions are granted for administrative need or good and sufficient
cause. The assessor may grant the extension request to April 16.

Correct reporting

For this return to be complete, you must sign the Taxpayer Decla-
ration, complete each schedule and answer each question. You may
write in “no,” “none,” or “see attachment” on the form. “Same as
last year” is not acceptable. As an alternative to entering all the
required information for a given account on a copy of this form, you
may supplement the return using an attached printed list. This list
must include all the information requested on this form. Identify your
attachments with the correct account, code area, county, and sched-
ule number.

150-301-031 (Rev. 9-00)
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All real property, except as otherwise provided by law, is subject to
assessment and taxation in Oregon. You must report: property in
storage, non-inventory property held for sale, property on site but
not in service, and property on site prior to installation. Do not re-
port the same property on another Real Property Return.

Report changes to Taxable Real Property to include land
development, buildings, structures, yard improvements, fixed
machinery, and fixed equipment. For example: if a machine is
attached to the land and/or building, by bolts, welds, cement, direct
wiring, plumbing, ducting, or its own weight, or other methods, it
is considered real property and should be reported.

Additional information required

The following information must be submitted with this Real Prop-
erty Return. Please attach additional pages with this information, if
necessary.

1. Explain any major changes during the last reporting period (1/
1/00 through 12/31/00), that have, in your opinion, affected the
value of the site.

2. If there is site contamination that affects the value of the prop-
erty and the site is listed with the Environmental Protection
Agency or the Department of Environmental Quality or has had
a verifiable release of a hazardous substance, provide the follow-
ing information: The DEQ number (if listed with the DEQ) and
a schedule of the cost of the planned remedial work (see OAR
150-308.205(E)).

3. Are you applying for Cancellation of Assessment on Commercial
Properties under Construction (ORS 307.330)? If so, please attach
a copy of that form (150-310-020 Rev. 10-97). This form should
be filed with the county assessor by April 1, 2001. Include
the value to be exempt on Schedules 1-A and 1-C.

4. Are the buildings and structures, or land, leased from another
party? If yes, a separate return must be filed by or for the owner
of the buildings and structures under the correct account num-
ber.

If you are leasing a building, and you make leasehold improve-
ments, report those improvements on Schedule 1 of this return.
You do not have to file a separate return.

Leased machinery and equipment is listed on Schedule 4.
5. Inform us of any corrections to the information on the cover page.

6. Will someone other than an employee act as your agent for prop-
erty tax purposes? If so, please attach an authorization for a spe-
cific power of attorney.

Additional information you may provide

Submit with this return any other information that should be con-
sidered in determining the value of the property. For example: plant
closures, scheduled liquidations, governmental requirements or re-
strictions, verifiable presence of toxic contamination, your opinion
concerning the value contribution of the additions, your estimate of
the asset lives, your lease agreement for leased property, income
and expense information, and issues which may indicate economic
or functional obsolescence.

You may qualify for an economic obsolescence adjustment to the
value of your property if indicated by the above information. If this
is the case, the county may ask for additional information.
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What property not to report

Do not report:
= The cost of raw land.

= Property that you reported on another 2001 Industrial, Real, or
Personal Property Return (i.e., logging and construction equipment
accounts not at this site).

= Property that is located outside the state of Oregon.

= Property used only for personal, nonbusiness use such as house-
hold goods and furniture, clothing, personal effects, tools, and
equipment used exclusively in and around your home or in your
hobby (ORS 307.190).

= Intangible personal property as defined by ORS 307.020: Money
held at interest, bonds, notes, shares of stock in corporations,
business records, computer software, surveys and designs, and the
materials on which the data is recorded (paper, tape, film, etc.).

= Livestock, poultry, fur-bearing animals, bees, or products used or
consumed in farm operations (ORS 307.325, 307.400).

= Inventories as defined by ORS 307.400. This refers to items of tan-
gible personal property which are held for sale in the ordinary
course of business.

= Licensed vehicles (such as cars and trucks). Fixed load and mo-
bile equipment are taxable (ORS 801.285) and must be reported
on the personal property return.

= Personal property farm machinery (ORS 307.400).

= Agricultural frost control systems, agricultural or horticultural trel-
lises, hop harvesting equipment, mobile grass field incinerators
(see ORS 307.390), and certain nursery stock held by growers for
wholesalers (see ORS 307.315).

Real Property Instructions

Schedule 1—Buildings, structures, and yard improvements

1-A — Completed Additions. Describe the addition in enough
detail to identify property. Include the starting date, completion date,
costs reported in prior year returns, costs for current reporting pe-
riod that were not previously reported, and total completed costs.
See the List of Property Types for examples of build-ings, structures,
and yard improvements. Include all direct and indirect costs, i.e.,
materials, labor, overhead, shipping, etc.

Note: Include process piping, power wiring, and foundations with
machinery costs reported on Schedules 2-A and 2-C. Column 5 must
reconcile with prior year returns. If you believe the reported costs
did not add value, then please attach an explanation for con-
sideration.

1-B — Retirements. Report the buildings, structures, and yard im-
provements you retired from service and that were removed from
the site during the reporting period, January 1, 2000 through De-
cember 31, 2000. Describe the improvements in enough detail to
identify property. Include the date of construction or acquisition, date
retired, status of the property (see “What property to report”). Pro-
vide the total original cost.

Retired property is removed from the roll at its assessed (depreci-
ated) value.

1-C — Under Construction on January 1. Improvements under
construction on January 1 must be reported on this schedule. In-
clude starting date, estimated completion date, costs reported in prior
year returns, costs for current reporting period that were not previ-
ously reported, and estimated total completed costs. Include all di-
rect and indirect costs, i.e., materials, labor, overhead, etc. Column
4 must reconcile with prior year returns. If reported costs did
not add value, attach explanation for consideration. Report the cost
of land site development on Schedule 3.

Sample Forms
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Schedule 2—Machinery and equipment

2-A — Completed Additions. The description of the additions
should include the company asset number, name, model number,
and location within the plant. Provide the starting date, completion
date, costs reported in prior year returns, costs for current reporting
period not previously reported, and the total completed costs. See
the List of Property Types for examples of machinery and equipment.

Completed additions need to include the invoice cost, installation,
engineering, and miscellaneous costs including foundations, power
wiring, interest during installation, and freight. State the date of manu-
facture. If available, provide a breakdown similar to the following:
machinery components, $20,000; installation, $10,000; engineering,
$2,000; interest during construction, $1,000; miscellaneous, $5,000;
(total, $38,000).

Transfers from other company locations should be noted and the
cost basis explained. State the original cost when new. Column 5
must reconcile with prior year returns. If reported costs did not add
value, attach explanation for consideration.

Did the addition replace machinery and equipment that were retired
from service or removed from the site? If so, report the equipment
being removed as retirements.

2-B — Retirements. Report the machinery and equipment improve-
ments you retired from service and that were removed from the site
during the reporting period, January 1, 2000 through December 31,
2000. Describe the improvements in enough detail to identify prop-
erty, including company asset number, name, model, and location
within the plant. Include the year of construction or acquisition and
the date retired. Describe the status of the property that was removed
from service during the reporting period, but was still on the site Janu-
ary 1, 2000. For example: for sale, to be demolished for scrap, aban-
doned in place, no plans to remove, etc. Provide the total original cost.
Retired property is removed from the roll at its assessed (depreciated)
value.

2-C — Being Installed on January 1. Machinery and equipment
being installed on January 1 must be reported in this schedule. The
description should include the company asset number, asset name,
model number, and location within the plant. Provide the starting date,
estimated completion date, costs reported in prior year returns, costs
for current reporting period not previously reported, and estimated total
completed cost. Column 5 must reconcile with prior year returns. If
reported costs did not add value, attach explanation for consideration.

Other Schedules

Schedule 3—Land site development

Land site development is defined as anything you do that improves
the land, such as draining, filling, leveling, rocking, and excavation.
Do not include the cost of raw land in the costs reported on any
schedule in this report.

Provide the costs of site alteration or improvements, as described
above, that occurred during the reporting period, January 1, 2000
through December 31, 2000. The reported cost will not affect the
value of improvements on this account. The county assessor will
consider the reported costs when appraising the land.

Schedule 4—Real property equipment
leased from and/or owned by others

List real property equipment leased from and/or owned by others.
Submit lessor's/owners name, address, and phone number. Describe
the asset similarly to Schedule 2-A. Provide yearly lease amount, original
lease date, lease expiration date, original cost or option to purchase
date, and amount. All real property must be assessed to the owner.
The value of the real property equipment leased and owned by oth-
ers will not be included in the real market value for your account.

150-338-415 (Rev. 2-01)



2001

CONFIDENTIAL PERSONAL PROPERTY RETURN (ORS 308.290)

2001

Filing Deadline: March 1, 2001

If you have no personal property, fill in section “No Personal Prop-
erty To Report,” sign Taxpayer's Declaration and file this return.

PENALTY— Maximum penalty for late filing of personal property return is 100 percent
of the tax attributable to the taxable personal property. (ORS 308.296)

Code Area

Account Number

FOR ASSESSOR’S USE ONLY

1. Leased or Rented Property

2. Noninventory Supplies

3. Floating Property

4. Libraries

5. All Other Property

6.

7. Total Real Market Value

Make any name or mailing address corrections above. Date changed

8. Late Filing Penalty

This Return is Subject to Audit
LOCATION OF PERSONAL PROPERTY ON JANUARY 1, 2001.

File a separate return for each tax code area (or location). Attacha separate listing if needed.

Personal Property Location (street address, city)

TAXPAYER’S DECLARATION

Invalid if not signed. Under the penalties of false swearing in ORS
305.990(4), | declare that | have examined this return and all attachments.
All statements made are true. To the best of my knowledge, all taxable
personal property | own, possess, or control, which was in this county as of
1:00 A.M,, January 1 has been reported.

Date business originated in county | Type of Business

Name of Firm/Owner

Was a return filed last year? DYES County D NO Assumed Business Name of Firm Assessed Phone No.

)

[] First Time Filer (See General Information, No. 1)* Mailing Address FAX No.
)

[] 2000 Assessment Cancelled by the Assessor City State ZIP Code

(See General Information, No. 2)*
- - . Signature of P R ible for Ret Dat
* Remember to sign the Taxpayer’s Declaration at right. —m ———p )'(gna re of Ferson Hesponsible for Heturn ate
No Personal Property to Report (See General Information, No. 3)* Printed Name of Person Signing Return Title

[[]Business closed? If so, date closed:

[[1Business sold? Enter date of sale. Name of New Owner

Address of New Owner

THIS RETURN BEING FILED FOR:
[] An Individual [J A Partnership (No. of persons )
[ A Corporation [ A Limited Partnership

[JA Limited Liability Company [J Limited Liability Partnership
Attach a separate list of names and addresses of each individual partner.

Submit your original return and attachments to your county assessor. Keep a photocopy and the attached instructions for your records.

SCHEDULE 1 — LEASED OR RENTED PERSONAL PROPERTY (Do not report

real property. Enter “None” if no personal property to report)

1 Name and Address of 2 3 Payerof AMOUNTOF 16 pate |7 Length |8 9 Original Cost 10 Owner's Opinionof ' Assessor's
Second Party Involved Description Taxes to Cog”d‘y LEASE/RENT | Agree- | of N of Market Value RMV
In Lease/Rent Agreement (Include model year) Filer | pany |° Mo. o Yrly. | Began | memt | Units| Each Total TOTAL (Leave blank)
If Schedule 1items are reported on separate attachments, check here: [] Schedule 1 TOTAL: (Include attachments)
SCHEDULE 2 — NONINVENTORY SUPPLIES (See instructions for examples)
REPORT TOTAL COST ON HAND AS OF JANUARY 1 6 Owners 7 Assessor's
5 i Opinion of RMV
General Office Supplies Maintenance Supplies Operating Supplies Spare Parts Othersl\llj(;)r;)ll?gsemory Mar’i(et Value (Leave Blank)

If Schedule 2 items are reported on separate attachments, check here: []

Schedule 2 TOTAL: (Include attachments)

150-553-004 (Rev. 10-00)
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RETURNS MARKED “SAME AS LAST YEAR” MAY NOT BE ACCEPTED
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SCHEDULE 3 — FLOATING PROPERTY (Enter “None” if no property to report)

Purchase Price

$

Registration No. Oregon Marine Board No. Date Purchased

Owner’s Opinion
of Market Value

Assessor's RMV
(Leave blank)

Own: Contract Holder: Exact Moorage Location on January 1

[] Fee Simple

[] Contract

If you have remodeled your floating property during the
past year, please describe in the space to the right.

(This may include a room or story addition, stringer
replacement, or acquisition of a tender house or swim

float.) Also report partially completed structures. Approximate date of remodeling:

ALL OTHER VESSELS [J YES

No

Does this vessel ply the high seas?

Registration No. Date Purchased Purchase Price Name of Vessel

Length of Vessel | Type of Fishing or Activity

Primary Moorage

If Schedule 3 items are reported on separate attachments, check here: [] Schedule 3 TOTAL: (Include attachments)

SCHEDULE 4 — PROFESSIONAL LIBRARIES (Use this format and report on a separate sheet. Enter “None”

if no property to

report)

1 2 If set, is it complete? 5 Number of Cost When

Title of Book or Set

7 Owner’s Opinion of

Market Value

Type of Library 3 NO 4 YES Volumes Purchased

TOTAL

8

Assessor's RMV
(Leave blank)

* For example, books, tapes,

Ny N Schedule 4 TOTAL: (Include attachments)
videos, compact discs.

SCHEDULE 5 — ALL OTHER TAXABLE PERSONAL PROPERTY (Not reported on Schedules 1, 2, 3, or 4)

3 4 5 6

7

1 2 Pur- Cost When Owner’s Opinion
ltem of Property Identification Model | chased | No. of Purchased of Market Value Assessors RMV
(Manufacturer or Serial No.) Year Units (leave blank)
Mo.| Yr. EACH TOTAL TOTAL

Subtotal All Other

° Report value of all small hand tools not reported elsewhere on this return (Indicate type)

Owner’s Opinion
of Market Value

Assessor's RMV
(leave blank)

[] Barber and Beauty Shop [] Service Garage [] Medical [] Construction/Logging
[] Radio and TV Shop [] Landscape [] Dental [] other
Subtotal Tools —p
Improvements on federal lands, mining claims, etc.,
LOCATION: Township Range Section

on which final proof has not yet been made:

Schedule 5 TOTAL: (Include attachments)

O

If Schedule 5 items are reported on separate attachments, check here:

2

Sample Forms 14-10
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Submit your original return and attachments to your county assessor. Keep a photocopy and the attached instructions for your records.
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GENERAL INFORMATION

What other things should | know about filing a personal
property tax return?

First Time Filer—Submit your original return and attachments
1 to the county assessor. Include only personal property in that

county. Complete a separate return for each location in each
county in which you have personal property.

2000 Assessment Cancellation—If your assessment was

cancelled last year by your county assessor, and if you have not
added any taxable personal property, check the box, sign and
date the Taxpayer’s Declaration and submit the return to your
county assessor.

No Property to Report—If you do not have taxable personal

property in the county sending you a return, attach a full
explanation. Explain the disposition of property you reported
last year. Sign and date the Taxpayer’s Declaration and send
it to the county assessor before the filing deadline.

What personal property is taxable?

Taxable personal property includes machinery, equipment, furniture, etc.,
used previously or presently in a business (including any property not
currently being used, property placed in storage, or property held for
sale).

What personal property is not taxable?

= Intangible personal property: Money held at interest, bonds, notes,
shares of stock, business records, surveys and designs, and the mate-
rials the data is recorded on (paper, tape, film, etc. ORS 307.020).
Computer software.

Household goods, furniture, tools and equipment used exclusively
for personal use in and around your home (ORS 307.190).

Inventory held for resale.

Livestock.

Licensed vehicles and equipment other than fixed load and mobile
equipment. Examples of taxable fixed load and mobile equipment are
shown on the back page (ORS 801.285).

Farm machinery and equipment used primarily in the preparation
of land, planting, raising, cultivating or harvesting farm crops or
feeding, breeding, management and sale of, or the produce of,

livestock, poultry, fur-bearing animals or bees, dairies, agricultural or
horticultural use.

A Reminder . ..

What reporting date should | use for the information
requested on this return?

This return must show all taxable personal property which you
own, possess, or control as of 1:00 A.m., January 1 (ORS 308.250).

When should I file?

File personal property returns with your county assessor on or
before March 1. In special situations, the assessor may grant an
extension if you submit your reasons in writing to the assessor.
Your request must be received on or before the March 1 filing date
(ORS 308.290).

What if | file late?

The penalty is 5 percent of the tax owed if the return is filed af-
ter March 1, but on or before June 1. The penalty increases to 25
percent of the tax owed if the return is filed after June 1, but on
or before August 1. After August 1, the penalty is 100 percent of
the tax owed (ORS 308.296).

What happens if | falsify the information on the return?

Any person who furnishes false information is subject to the criminal
penalty provisions of ORS 305.990(4).

What happens after the return is filed with the county
assessor?

Your return will assist the assessor in the assessment of your personal
property. In some cases an appraiser may inspect your property. Your
return will remain a confidential record at all times. After October 25
you will receive a tax statement showing the value of your personal prop-
erty and the amount of tax due.

When do these taxes become my responsibility?

On July 1 personal property taxes become a lien against the assessed
property and any taxable personal property owned or in possession of
the person in whose name the property is assessed. The taxes are a debt
due and owed by the owner of the personal property (ORS 311.405(4)).

Keep a photocopy and these instructions for your records.

INSTRUCTIONS FOR COMPLETING PERSONAL PROPERTY RETURN FORMS
At your request, the assessor’s office will assist you in completing this return.

Schedule One—Leased or rented personal property
REPORT ALL LEASED OR RENTED ITEMS AS OF JANUARY 1.
If you do not lease equipment to or from others, write “None” in Schedule 1.

Equipment leased to others: Attach a list showing name and address
of lessee, description, date of acquisition, and original cost. If manufac-
turer, report at real market value, rather than manufactured cost.

Equipment leased from others: Attach a list showing name and ad-
dress of lessor, description, date of acquisition, and original cost. If origi-
nal cost is not known, give length of lease and amount of the monthly
payment. Advise if capitalized and included with other assets to avoid
duplicate assessment.

Item 3: Who is responsible for paying the tax to the county? Check
either the filer of this return or the second party listed in column 3, in
Schedule 1 box.

150-338-415 (Rev. 2-01)
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Schedule Two—Noninventory supplies

Report total cost on hand as of January 1, of any taxable item which
will not become part of finished goods or which will not be directly
sold to customers.

Examples:

Carpet samples Diesel Gasoline Repair parts
Cleaning supplies  Envelopes Maintenance supplies  Stationery
Copy paper Fax paper Packaging supplies

Schedule Three—Floating property

Enter the information as requested. Do not include personal
licensed boats used only for personal use. Report floating homes, docks,
and boathouses on this form.

All other vessels

Report houseboats (self-propelled) used in rental businesses and other
required floating vessels.

Sample Forms



Schedule Four—Libraries

Report all professional libraries in this schedule format. All items should
be listed on a separate page. Libraries include, but would not be limited
to, those held by accountants, architects, attorneys, consultants, doctors,
health science professionals, other science professionals, surveyors and
title companies. Electronic, mechanical and other technical profession-
als should also use this schedule.

Enter type of library media (books, electronic media, compact discs,

If the item reported is a multiple volume set, check the yes or no

Enter the number of volumes. If a set, enter the number you have,

1.
tapes, videos, etc. If “None,” explain).
2. Enter the title of the reported book or set.
3/4.
column to indicate if the set is complete or not.
5.
not the number of the original set.
6. Enter cost when purchased.
7.

Enter the best possible estimate of the real market value for each
item as of January 1. Reporters of law books should report the value
as determined from the schedule published by the Oregon Depart-
ment of Revenue in cooperation with the Oregon State Bar Asso-

Schedule Five—All other taxable personal property

Report all items not reported elsewhere on this return.

Enter property item by description, make, brand name, etc., in or-

Enter year of manufacture (for heavy logging and construction equip-
ment enter serial number in column 2 if year of manufacture is un-
available. For other types of equipment enter your best estimate of

Enter number of items of same description (model, size, age).

Enter your best estimate of the real market value as of January 1 by

1.
der by acquisition date.
2. ldentify by model, size, capacity, etc.
3.
manufacture date).
4. Enter month and year you purchased item.
5.
6. Enter your cost (each, total).
7.
item and total.
8. Leave blank.
9.

Report value of all small handtools not reported elsewhere on this
return. Include estimate of real market value.

ciation.
8. Leave blank.

DO NOT REPORT LEASED EQUIPMENT ON SCHEDULE 5.

ATTACHMENTS. Complete itemized listings are acceptable. Please check the box indicated in each applicable schedule if these
attachments are included. Values reported on this return are not binding on the assessor.

Air conditioners

Aircraft equipment
Amusement devices
Appliances - free standing
Art work

ATM machines—portable
Auto diagnostic electric
Auto repair equipment
Backbars

Bakery equipment

Bank vaults (doors)
Barber shop equipment
Battery chargers

Beauty shop equipment
Bowling equipment
Bulk plant equipment
Butcher shop equipment
Cabinet shop equipment
Cable TV systems
Calculators

Cameras

Car wash equipment
Cash register

Chain saws

Chairs

Child care furniture
Coin-op laundry equipment
Computers

Construction tools
Copiers

Costume/tuxedo rentals
Decor

Dental equipment

Desks

Dictation equipment
Dies

Dry cleaning equipment
Dryers

Electronic mfg. equipment
Fiberglass/boat molds
Filing cabinets

Fish processing equipment
Fitness equipment

Foster home furniture and supply

Freezers

This is not a complete list

Frozen food cabinets
Golf carts

Golf course equipment
Grocery store equipment
Handpieces (dental)
Heavy equipment
Hospital equipment
Hotel furniture/fixtures
Ice cream machines

Ice making machines
Juke boxes

Landscaping equipment
Laser equipment

Lathes

Libraries

Lift trucks

Linens

Logging equipment
Machine shop equipment
Manufacturing — general
Meat processing equipment
Medical lab equipment
Medical office equipment
Mining equipment
Mobile radio/phones
Mobile yard equipment
Modular offices

Molds

Movie production equipment
Motel furniture/fixtures
Musical instrument rentals
Newspaper equipment
Nursing home equipment
Office fixtures

Office furniture

Office machines

Pallet jacks
Pallets/bins/crates

Pay phones (leased)
Photographic equipment
Pinball machines

Pool tables

Popcorn machines
Printing equipment
Professional equipment

Radio and TV broadcast
Radio & TV repair equipment
Recording studio equipment
Rental equipment
Restaurant equipment
Retail store fixtures

Road construction equipment
Safe deposit boxes

Safes

Satellite dish relays

Saw mills—portable
Scanners

Scientific equipment
Service station equipment
Sewing/apparel equipment
Shake mills—portable

Sheet metal fabrication
Shelving

Shingle mills—portable
Signs

Small tools (mechanics)
Small tools (medical)

Soft drink equipment
Steam cleaners

Survey equipment

Tanning equipment

Tavern equipment
Telephone systems

Testing equipment
Theatre/projection

Tire recapping equipment
Tool boxes

Tractors

TV sets

Typewriters

Unlicensed vehicles

Utility trailers-unlicensed
VCRs

Vending carts

Vending machines
Ventilating fans

Video cases

Video games

Video recording equipment
Video tape rental equipment

Examples of Taxable Personal Property to be Reported on This Return

Walk-in coolers
Warehouse equipment
Washers

Winery equipment
Woodworking equipment
Workbenches

X-ray equipment

FIXED LOAD AND MOBILE EQUIPMENT
Air compressors

Air drills
Asphalt/rock crushing plants
Asphalt spreaders
Backhoes

Bituminous mixer
Bituminous plants
Bituminous spreaders
Bucket loaders
Cement mixers
Concrete batch plants
Cranes

Crawlers

Ditchers

Earthmoving equipment
Electric generators
Excavators

Fork lifts

Front end loaders
High lifts

Levelling graders
Lighting plants
Mixmobiles

Motor graders

Paving equipment
Portable storage bins
Portable storage tanks
Power plants

Rotary screens

Sand classifiers

Scrap metal balers
Scrapers

Skidders

Tractors

Welding equipment
Yarders

REMEMBER: THE FILING DEADLINE FOR THIS RETURN IS MARCH 1, 2001.

Sample Forms
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LIST OF PROPERTY TYPES

REAL PROPERTY

Buildings, Structures

Include all building and structure costs,
including excavation, floor, shell, interior and
exterior finish, lighting, wiring and fixtures,
plumbing, sprinkling systems, elevators,
heating systems, ventilators, fire protection
systems up to the dry valve including
underground piping, valves, tanks and
foundations. Also include indirect costs such
as interest during construction, engineering,
and design costs. Process piping, power
wiring, and foundations for the machinery
and equipment should be included with Real
Property - Machinery and Equipment.

Yard Improvements

Fences

Paving

Ponds

Railroad spurs on site
Retaining walls
Roads

Underground utilities
Walks and curbs
Wharves and docks
Yard lighting

Machinery and Equipment

Include all costs for all process and
manufacturing machinery and equipment that
meets the definition of real property as
described inthe General Instructions. Include
power wiring, process piping, foundations,
freight, and engineering, etc.

Examples are M&E that produces:

Alcohol distilling
Bakery

Cement manufacture
Chemical products
Dairy products
Electrical manufacturing
Electronic process
Food processing
Foundry equipment
Glass products

Grain and mill products
Gypsum products
Lumber manufacture
Machinery manufacture
Metal working

Oil production

Paper manufacturing
Parts manufacturing
Petroleum refining
Plastic extrusion

Rock crushing
Shipbuilding

Textile products

Wood products

| PERSONAL PROPERTY |

General Office and Miscellaneous

Accounting machines

Air conditioners, fans
Bookcases, shelving
Calculators

Cameras

Cash registers

Cellular phones

Check protectors

Computers and peripherals
Copiers

Counters

Dictating machines

Display or storage cabinets
Facsimile machines

Filing cabinets

Freestanding appliances
Furniture

Kitchen equipment and utensils
Libraries

Microfiche machines

Portable safes

Print equipment

Radios, stereos

Tape recorders/players
Telephones, intercom equipment
Televisions

Typewriters

Vacuum cleaners

Vending machines

Video cameras, cassette recorders

Production

Baskets and carts
Battery chargers

Bins and totes

Chain saws

Dies, molds

Electrical manufacturing
Electronic process
Gas cans

Hoists

Jigs

Laundering equipment

Miscellaneous shop and hand tools

Motor analyzers

Pans

Pressure washers

Pressurized gas bottles

Small drill presses, grinders, lathes
Tooling

Welding equipment

Work benches

Mobile Equipment

Air compressors, hammers, drills
Asphalt and paving equipment
Backhoes, graders

Bituminous equipment

Bucket loaders

Cement mixers

Concrete batch plants

Cranes and shovels

Crushers and crushing plants
Ditchers

Earthmoving scrapers

| PERSONAL PROPERTY (cont.)]

Excavators

Fire trucks and equipment
Fixed load vehicles

Fork lifts, skidders
Generators, motors, engines
Lighting plants

Loaders, front end
Lumber carriers
Mixmobiles

Mobile power plants
Mobile light equipment
Motor scrapers

Portable storage bins and tanks
Power plants

Pumps

Rollers and compactors
Rotary screens

Sand classifiers

Scrap metal balers
Spreaders

Sprinkler trucks

Tractor, crawler
Unlicensed vehicles

NON-INVENTORY SUPPLIES

Office Supplies

Computer diskettes

Pens and pencils

Printer cartridges, copier toner
Stationery, printer paper

Operating Supplies

Fuels

Protective clothing/equipment

Reserve tanks of glycol, ammonia, CO2
Solvents

Maintenance Supplies
Abrasives

Absorbent materials for spills
Belts and hoses

Fittings, pipe and bar stock
Industrial gases

Insulation

Lubrication oils and greases
Nuts and bolts, fasteners
Rock salt for ice and snow
Saw blades, drill bits
Welding rods

Wire and cable

Spare Parts

Bearings

Circuit breakers

Fittings

Fuses

Gears and gear drives

Light fixtures

Motors

Production and maintenance machine parts

Other Non-inventory Supplies
Fuels/Gasses in Storage
Gasoline, diesel

Hog fuel

Nitrogen

Propane

150-301-032-1 (Rev. 9-00) (back)

This list is not complete. If you have questions on other items, call our office at 503-945-8295.
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INDUSTRIAL PROPERTY RETURN

General Instructions
— Please read all instructions before completing return —

Oregon law

The Industrial Property Return is a combined real and per-
sonal property return authorized by Oregon law. It is used
to adjust the valuation of your real and personal property. It's
main purpose is to accurately account for all property on the
site as of 1:00 A.M. on January 1, 2001.

You are required to report the information requested on
this return. Oregon law (ORS 311.216 to 311.229) provides
that property acquired during the reporting period and not
reported on this return shall be presumed to be omitted
property and subject to additional assessment. Also, when
property is reported at understated costs, the understated cost
amount shall be presumed to be omitted property and sub-
ject to additional assessment.

All property in your possession on this site must be re-
ported on this return unless the property is mentioned
in the section, “What property not to report.” Any per-
son who refuses or neglects to file a return, with the intent
to evade taxation, is subject to a penalty of $10 for each day
the return is late until the return is filed (ORS 308.300). This
return is subject to audit.

A person may be convicted for filing false information. A fine
of not more than $1,000 or imprisonment for not more than
one year, or both, may be imposed (ORS 308.990).

Your return is confidential to the Department of Revenue. The
penalty for disclosure by a Revenue employee is a $10,000
fine and one year in jail.

Filing deadlines

If you do not have a filing extension, your return must be
postmarked no later than March 1, 2001. If you have a filing
extension, your return must be postmarked no later than April
16, 2001.

Penalty for late filing

Failure to file this return by the March 1 deadline will
subject the property owner to a late filing penalty (ORS
308.295).

Penalty for late filing is $1 for each $1,000 (or fraction) of as-
sessed value. This penalty shall not be less than $10 and not
more than $250 (ORS 308.295).

Filing extensions

You may be granted an extension for “administrative need”
by applying to the department in writing on or before March
1. Applications are not automatic extensions. If you are
granted an extension, you are required to calculate values for
all personal property you report. Factors are supplied by the
Department of Revenue when the extension is granted and
are to be used on Schedule 4-a. Once granted, extensions
are perpetual unless revoked for noncompliance (ORS
308.290(3)).

150-301-032 (Rev. 10-00)
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Correct reporting

There may be several tax accounts at each site. You are re-
quired to complete an Industrial Property Schedule for
each real property and each personal property account
listed on the front of your return. If a tax account is not
listed on the front page of this form, and you believe that it
should be included in this return, file additional schedules for
the assets for that account with this return. Notify us of the
account in the appropriate part of the section headed “Addi-
tional information required.” Do not include accounts not at
this site.

Do not report “land only” accounts.

For this return to be complete, you must sign the Taxpayer
Declaration, complete each schedule and answer each ques-
tion. You may write in “no,” “none,” “see attachment,” or “see
disk” on the form. “Same as last year” is not acceptable. You
may supplement the return with:

1. An attached printed list. It must include all the information
requested on this form. Identify your attachments with the
correct account, code area, county, and schedule number.

2. A computer disk to supplement the reporting of personal
property that conforms to the department’s guidelines. If
you have recently received a disk from the department,
please follow the instructions you received with your lat-
est corrected department disk copy. If you need informa-
tion to file this way, please call 503-945-8295.

All real property and all tangible personal property, except as
otherwise provided by law, is subject to assessment and taxa-
tion in Oregon. You must report: property in storage,
noninventory property held for sale, property on site but not in
service, and property on site prior to installation. Do not report
the same property on another Industrial Property Return.

Taxable Real Property includes land development, buildings,
structures, yard improvements, fixed machinery, and fixed
equipment. For example: if a machine is attached to the land
and/or building by bolts, welds, cement, direct wiring, plumb-
ing, ducting, or its own weight, etc., it is considered real prop-
erty and should be reported on either Schedule 1-A through
1-E (buildings) or 2-A through 2-E (machinery).

Taxable Personal Property includes moveable tangible
property such as moveable machinery, furnishings, moveable
equipment, tools, and noninventory supplies; and should be
reported on Schedule 4 (personal property).

Additional information required

The following information must be submitted with this In-
dustrial Property Return. Please attach additional pages with
this information, if necessary.

A. Explain any major changes during the last reporting
period (1/1/00 through 12/31/00), that have, in your opin-
ion, affected the value of the site.
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B. If there is site contamination that affects the value of the
property, and the site is listed with the Environmental Pro-
tection Agency or the Department of Environmental Qual-
ity, or has had a verifiable release of a hazardous sub-
stance, provide the following information: The DEQ num-
ber (if listed with the DEQ) and a schedule of the cost of
the planned remedial work (see OAR 150- 308.205(E)).

C. Have you applied for Enterprise Zone exemption (ORS
285.615)? If yes, attach a copy of the current Oregon En-
terprise Zone Tax Exemption application, form 150-
310-075 (Rev. 10-97) and attachments. This form should
be filed with the county assessor before April 2, 2001.
List all enterprise zone additions, retire-ments, and personal
property on schedules 5A through 5E.

D. Are you applying for Cancellation of Assessment on Com-
mercial Properties Under Construction (ORS 307.330)? If
so, please attach a copy of that form (150-310-020 Rev.
10-97). This form should be filed with the county as-
sessor by April 2, 2001. Include the value to be exempt
on Schedules 1-C and 2-C.

E. Do you have exempt pollution control property (ORS
307.405)? If this is a new pollution control facility, attach
a copy of your pollution control certificate and a list of
all property that qualifies for ad valorem pollution con-
trol exemption and the certified cost. If this is not a new
pollution control facility, attach a copy of the Exemption
to Abate Pollution form (150-310-059 Rev. 6-98). This form
should be filed with the county assessor before April
2, 2001. For ad valorem option only.

If C, D, or E above are filed with the Department of Rev-
enue within the time required, they shall be considered
filed timely with the assessor (ORS 307.340(2)(1)).

F. Do you have any other special property exemptions? If
so, please attach the related forms and information.

G. Have you sold a major portion of the site? A “major por-
tion” of the site means real property improvements with
a value of $100,000 or more that will remain in place on
the site. If yes, list the name, address, and phone num-
ber of the owner, along with a description of the prop-
erty sold and the price on an additional sheet of paper.

If property is sold and removed from the site, report un-
der a retirement schedule.

H. Are the buildings and structures, or land, leased from an-
other party?

If yes, a separate return must be filed by or for the owner
of the buildings and structures under the correct account
number.

Leased machinery and equipment is listed on Schedule
2-D. Leased personal property is listed on Schedule 4-C.

. Will someone other than an employee act as your agent
for property tax purposes? If so, please attach an authori-
zation in the form of a specific power of attorney.

J. Inform us of any corrections to the information on the
cover page.

Additional information you may provide

Submit with this return any other information that should be
considered in determining the value of the property. For ex-
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ample: plant closures, scheduled liquidations, change in num-
ber of shifts, governmental requirements or restrictions, veri-
fiable presence of toxic contamination, your opinion concern-
ing the value contribution of the additions, your estimate of
the asset lives, your lease agreement for leased property, in-
come and expense information, and issues which may indi-
cate economic or functional obsolescence.

You may qualify for an economic obsolescence adjustment
to the value of your property if indicated by the above infor-
mation. If this is the case, the Department of Revenue may
ask for additional information.

What property not to report

Do not report:
« The cost of raw land.

= Property that you reported on another 2001 Industrial, Real,
or Personal Property Return (i.e., logging and construction
equipment accounts not at this site).

= Property that is located outside the state of Oregon.

= Property used only for personal, nonbusiness use such as
household goods and furniture, clothing, personal effects,
tools, and equipment used exclusively in and around your
home or in your hobby (ORS 307.190).

= Intangible personal property as defined by ORS 307.020:
Money held at interest, bonds, notes, shares of stock in cor-
porations, business records, computer software, surveys and
designs, and the materials on which the data is recorded
(paper, tape, film, etc.).

= Livestock, poultry, fur-bearing animals, bees, or products
used or consumed in farm operations (ORS 307.325,
307.400).

= Inventories as defined by ORS 307.400. This refers to items
of tangible personal property which are held for sale in the
ordinary course of business.

= Licensed vehicles (such as cars and trucks). Fixed load and
mobile equipment are taxable (ORS 801.285) and must be
reported.

= Personal property farm machinery (ORS 307.400).

= Agricultural frost control systems, agricultural or horticul-
tural trellises, hop harvesting equipment, mobile grass field
incinerators (see ORS 307.390), and certain nursery stock
held by growers for wholesalers (see ORS 307.315).

= Egg equipment.
Real Property Instructions

Schedule 1—Buildings, structures, and yard
improvements

1-A—Completed additions. Describe the addition in enough
detail to identify property. Include the starting date, comple-
tion date, costs reported in prior year returns, costs for cur-
rent reporting period that were not previously reported, and
total completed costs. See the attached list of examples of
buildings, structures, and yard improvements. Include all di-
rect and indirect costs, i.e., materials, labor, overhead, etc.
Note: Include machinery process piping, power wiring, and
foundations with machinery costs reported on Schedule 1-A.
Column must reconcile with prior year returns. If you believe

150-338-415 (Rev. 2-01)



the reported costs did not add value, then please attach
an explanation.

1-B—Retirements. Report the buildings, structures, and yard
improvements you retired from service or that were removed
from the site during the reporting period, January 1, 2000
through December 31, 2000. Describe the improvements in
enough detail to identify property. Include the date of con-
struction or acquisition, date retired, status of the property (see
“What property to report”). Provide the total original cost.

Retired property is removed from the roll at its assessed (de-
preciated) value.

1-C—Under construction on January 1. Improvements un-
der construction on January 1 must be reported on this sched-
ule. Include starting date, estimated completion date, costs re-
ported in prior year returns, costs for current reporting pe-
riod that were not previously reported, and estimated total
completed costs. Include all direct and indirect costs, i.e., ma-
terials, labor, overhead, etc. Column 4 must reconcile with
prior year returns. If reported costs did not add value, at-
tach explanation.

1-D—Land site development. Land site development is de-
fined as anything you do that improves the land, such as drain-
ing, filling, leveling, rocking, and excavation. Do not include
the cost of raw land in the costs reported on any schedule in
this report.

Provide the costs of site alteration or improvements, as de-
scribed above, that occurred during the reporting period, Janu-
ary 1, 2000 through December 31, 2000. The reported cost
will not affect the value of your improvements on this account.
The county assessor will consider the reported costs when
appraising the land.

Schedule 2—Machinery and equipment

2-A—Completed additions. The description of the additions
should include the company asset number, name, model num-
ber, and location within the plant. Provide the starting date,
completion date, costs reported in prior year returns, costs
for current reporting period not previously reported, and the
total completed costs. See the attached list of examples of ma-
chinery and equipment.

Completed additions need to include the invoice cost, instal-
lation, engineering, and miscellaneous costs including foun-
dations, power wiring, interest during installation, and freight.
State the date of manufacture. If available, provide a break-
down similar to the following: machinery components,
$20,000; installation, $10,000; engineering, $2,000; interest
during construction, $1,000; miscellaneous, $5,000; (total,
$38,000). Transfers from other company locations should be
noted and the cost basis explained. State the original cost
when new. Column 5 must reconcile with prior year returns.
If reported costs did not add value, attach explanation.

Did the addition replace machinery and equipment that was
retired from service or removed from the site? If so, report
the equipment being removed as retirements.

2-B—Retirements. Report the machinery and equipment im-
provements you retired from service or that were removed
from the site during the reporting period, January 1, 2000
through December 31, 2000. Describe the improvements in
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enough detail to identify property, including company asset
number, name, model, and location within the plant. Include
the year of construction or acquisition and the date retired.
Describe the status of the property that was removed from
service during the reporting period, but was still on the site
January 1, 2000. For example: for sale, to be demolished for
scrap, abandoned in place, no plans to remove, etc. Provide
the total original cost.

Retired property is removed from the roll at its assessed (de-
preciated) value.

2-C—Being installed on January 1. Machinery and equip-
ment being installed on January 1 must be reported in this
schedule. The description should include the company asset
number, asset name, model number, and location within the
plant. Provide the starting date, estimated completion date,
costs reported in prior year returns, costs for current report-
ing period not previously reported, and estimated total com-
pleted cost. Column 5 must reconcile with prior year returns.
If reported costs did not add value, attach explanation.

2-D—Real property equipment leased from and/or
owned by others. List real property equipment leased from
and/or owned by others. Submit lessor's/owner’s name, ad-
dress, and phone number. Describe the asset similarly to
Schedule 2-A. Provide yearly lease amount, original lease date,
lease expiration date, original cost or option to purchase date,
and amount. All real property must be assessed to the owner
(ORS 308.215(1)(a)). The value of the real property equipment
leased and owned by others will not be included in the real
market value for your account. List leased personal property
on Schedule 4-C.

Schedules 1 and 2—Measure 50 instructions
for additions

Report the total cost of all additions for buildings, structures,
yard improvements, and machinery and equipment including
those for minor construction and general ongoing mainte-
nance and repair, on the appropriate schedules.

“General ongoing maintenance and repair” means
activity that preserves the condition of existing improvements
without significantly changing design or materials, does not
create new structures or additions or replaces real or personal
machinery and equipment. If you believe the addition falls
into this category then identify it as such. You may also in-
clude an estimate of the amount that contributes to value (OAR
150-308.149-(A)).

Minor construction means “additions of real property im-
provements, the real market value of which does not exceed
$10,000 in any assessment year or $25,000 for cumulative ad-
ditions made over five assessment years” (ORS 308.149(6)).
Report all additions, no matter how small. The assessor will
track and calculate the totals for minor construction.

Schedule 3—Production report

3-A—Production. Enter actual production output, stated in
units, appropriate for your specific industry for each of the
past seven years. Enter full production amount as stated in
annual projections, for each of the past seven years. Design
capacity figures are based on perfect machine output on an
annual basis for the years requested.
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3-B—Changes. Enter any major changes in design capacity
or production that have taken place during this reporting pe-
riod. Explain the reason(s) for these changes. Use additional
sheets of paper if necessary.

3-C—Work schedules. Explain the structure of the work
schedules for 2000. If you have other shifts flexing between
the regular production shifts, please explain these on a sepa-
rate sheet of paper.

3-D—Units of measurement. Define the units of measure-
ment based on a certain timeline specific to your industry.
For example, sawmill industry measures in “board feet per
shift.” Manufactured homes measures in “number of floors per
day.” Food industry often measures in “pounds per hour/day.”

Personal Property Instructions

Schedule 4—Personal property

4-A—Personal property listing. Enclose a printed or com-
puter disk list of all personal property owned by this com-
pany that should be included in this account. This list should
include for each entry:

a. The asset number, if any.

b. Asset description and quantity.

c. Date of acquisition.

d. Original cost.

Provide the following as available:

e. Date of manufacture.

f. Company department, division, or account ledger number.
g. Cost center number.

h. Asset class or chart of accounts number indicating use.

i. Asset manufacturer, model, capacity, and serial number.

j. Date the asset was transferred from another location in your
company or the date retired.

k. Whether purchased new or used.

The values column (No. 7) may be used to report your esti-
mate of market value when no original cost data is available
for an item or group of items. For instance, small hand tools
can be reported as an estimated lump sum value.

Molds, jigs, dies, and fixtures which are not already itemized
on Schedule 4-A, can be reported as lump sums. However,
they can be included with noninventory (operating) supplies
if their useful life is less than one year. Small or miscellaneous
spare parts must be reported in noninventory supplies if they
are not on Schedule 4-A.

4-B—Noninventory supplies. Noninventory supplies in-
clude inventory items which will not become part of the fin-
ished goods and which are not held for sale to customers.
These include: general office supplies, maintenance supplies,
operating supplies, spare parts, and other noninventory sup-
plies. Provide an estimate of your original cost within each
category.

Report fuels and gasses as noninventory supplies under
the heading “Fuels in Storage.” Report molds, dies, and
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jigs as other noninventory supplies if not reported on
Schedule 4-A.

The department may estimate a value for noninventory
supplies if the taxpayer does not provide an acceptable
estimate.

4-C—Personal property owned by others but in your
possession.

1. Enter the name and address of the property owner or the
owner’s contact person and their telephone number.

2. Enter the full description of each leased asset. Include in-
formation required for assets listed on Schedule 4-A.

3. Who should be billed for the taxes? Enter “O” for owner
and “R” for lessee/renter/person in possession. Unless an
election is made under ORS 308.290(1)(a), leased personal
property or property owned by others will be assessed to
the owner or the person in possession at the discretion
of the department.

4. Enter the quantity of the item reported.

5. Enter the original cost of each item, if known.

6. Multiply columns 4 and 5. Enter the result in column 6.
If the asset is leased:

7. Enter the amount of the lease or rent per month, OR

8. Enter the amount of the lease or rent per year. (Enter only
one of the two amounts. Do not enter both.)

9. Enter the date the original lease went into effect.
10. Enter the date the current lease began (if different from #9).
11. Enter the date the lease will end.

12. Enter your best possible estimate of market value as of
January 1.

13. Leave blank.
Enterprise Zone Instructions

Schedule 5—Buildings and structures

5-A and B—Completed additions and retirements. List all
additions and retirements of buildings, structures, and yard
improvements that qualify for enterprise zone exemption. Pro-
vide the same information as is requested for assets reported
on Schedules 1-A and 1-B.

Schedule 5—Machinery and equipment

5-C and D—Completed additions and retirements. List all
additions and retirements of machinery and equipment that
qualify for enterprise zone exemption. Provide the same in-
formation as is requested for assets reported on Schedules 2-A
and 2-B.

Schedule 5—Personal property

5-E—Personal property listing. List all personal property
eligible for enterprise zone exemption. Provide the same in-
formation about these assets as requested for the assets re-
ported on Schedule 4-A.

150-338-415 (Rev. 2-01)



2001 INDUSTRIAL REAL PROPERTY SCHEDULES
Reporting Period is January 1, 2000 — December 31, 2000

You must complete an Industrial Real Property Schedules form for each real property account listed on the front of the
return. Please attach a listing where space is insufficient.

COMPANY NAME

REAL PROPERTY ACCOUNT NUMBER

SCHEDULE 1: Buildings, Structures and Yard Improvements

(If leasing, use Schedule 1 to report leasehold improvements)

SCHEDULE 1-A: Completed Additions

(See Instructions 1-A, Page 2-3)

(Only one account per page)

1.

Description

2

' Starting
Date

3.
Completion
Date

4.
Costs Reported
in Prior Years

5.

Costs for Current 6.
Reporting Period not

Previously Reported

Total Completed Costs

SCHEDULE 1-B: Retirements

(See Instructions 1-B, Page 3)

1.

Description

2.
Date of Construction
or Acquisition

Date
Retired

Status of
Property

Total
Original Cost

SCHEDULE 1-C: Under Construction on January 1

(See Instructions 1-C, Page 3)

1.

Description

2.

Starting
Date

3.Estimated (4
Completion
Date

" Costs Reported in
Prior Year Returns

5. Costs for Current
Reporting Period not
Previously Reported

" Estimated Total
Completed Cost

SCHEDULE 1-D: Land Site Development (See Instructions 1-D, Page 3)
1. 2. 3. 4. 5. Costs for Current 6.
Starting Completion Costs Reported Reporting Period not
Description Date Date in Prior Years Previously Reported Total Completed Costs
150-301-032 (Rev. 10-00) Page 1
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COMPANY NAME

REAL PROPERTY ACCOUNT NUMBER

SCHEDULE 2: Machinery And Equipment
SCHEDULE 2-A: Completed Additions

(See Instructions 2-A, Page 3)

1. 2.

Asset No.

Description
(Name, model, location within plant)

3.
Starting
Date

4,
Completion
Date

5.
Costs Reported
in Prior Years

6. Costs for Current
Reporting Period not
Previously Reported

7.

Total Completed Costs

SCHEDULE 2-B: Retirements

(See Instructions 2-B, Page 3)

1. 2.

Asset No.

Description

(Name, model, location within plant)

3.
Year of Construction
or Acquisition

Date
Retired

Status of
Property

Total
Original Cost

SCHEDULE 2-C: Being Installed on January 1

(See Instructions 2—-C, Page 3)

1. 2.

Asset No.

Description
(Name, model, location within plant)

3.
Starting
Date

4.Estimated |5

Completion
Date

" Costs Reported in
Prior Year Returns

6.

Costs for Current
Reporting Period not
Previously Reported

7.
Estimated Total
Completed Cost

REAL PROPERTY ACCOUNT NUMBER

SCHEDULE 2-D: Real Property Equipment Leased From and/or Owned By Others

(See Instructions 2-D, Page 3)

1.

Owner's Name,

Address, and Phone Number

2.

Description (Include Model Year)

3. Yearly 4.
Lease Amount | Original Lease
Amount Lease Date | Expiration Date

6. QOriginal Cost or
Optionto Purchase
(when and amount)

SCHEDULE 3: Production Report

(See Instructions Schedule 3, Page 4)

®

Actual Production

Full Production

Design Capacity

Changes*

2000
1999
1998
1997
1996
1995
1994
1993

2000
Work Schedules

©

Days per Week

Shifts per Day

Production
Employees

Hours per Shift

@ Define Units of Measurement*

* Use additional pages

150-301-032 (Rev. 10-00)
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COMPANY NAME

2001 PERSONAL PROPERTY SCHEDULES
Reporting as of January 1, 2001

You must complete an Industrial Personal Property Schedules form for each personal property account listed on the
front of the return. Please attach a listing where space is insufficient.

PERSONAL PROPERTY ACCOUNT NUMBER

[:] This listing has been updated to reflect changes from additions and/or deletions.

SCHEDULE 4-A: Personal Property Listing

(Attach a complete list of all personal property. Use this format)

(See Instructions 4-A, Page 4)

(Only one account per page)

Complete columns 6 and 7 only
if you are granted an extension.

1. 2.

5.
Depreciation

7.

Description Date Original
Asset No. (Name and model ) Purchased Cost Code Deprec. Factor RM Value
SCHEDULE 4-B: Noninventory Supplies (See Instructions 4-B, Page 4)
REPORT AT COST
1 2 Operating Maintenance 4 5 Other Noninventory 8 Fuel/Gases 7 Total
Office Supplies Supplies Supplies Spare Parts Supplies in Storage Noninventory Supplies

SCHEDULE 4-C: Personal Property Owned By Others But In Your Possession

(See Instructions 4-C, Page 4)

Original Cost Complete for Leased Property Opinion of
(if known) Amount of Lease/Rent Lease Term Market Value
1. 2. 3. 4. 5. 6. 7. 8. 9. Date |10 1. 12 13.
Name and Address of Description Tax- Lease ASS@:&S\/W s
Owner or Lessor (Include Model Year) | payer | No. Each Total Mo. Yrly. Began | From To TOTAL |(leave blank)
150-301-032 (Rev. 10-00) Page 3
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2001 ENTERPRISE ZONE SCHEDULES

You must complete an Enterprise Zone Schedule for each real property and each personal property account that qualifies
for an enterprise zone exemption. Please attach a copy of your completed Oregon Enterprise Zone Tax Exemption

application.

REAL PROPERTY ACCOUNT NUMBER

COMPANY NAME

SCHEDULE 5: Buildings and Structures

SCHEDULE 5-A: Enterprise Zone — Completed Additions

(See Instructions 5-A, Page 4)

1. 3.
Completion
Date

2.
Starting

Description Date in Prior Years

4.
Costs Reported

5. Costs for Current
Reporting Period not
Previously Reported

6.

Total Completed Costs

SCHEDULE 5-B: Enterprise Zone — Retirements (See Instructions 5-B, Page 4)

1. 2.
Date of Construction

Description or Acquisition

Retired

Date Status of

Property

Total
Original Cost

SCHEDULE 5: Machinery and Equipment

SCHEDULE 5-C: Enterprise Zone — Completed Additions

(See Instructions 5-C, Page 4)

1. 2. 5.
Costs Reported
in Prior Years

4.
Completion
Date

3.
Starting
Date

Description

Asset No. (Name, model, location within plant)

6. Costs for Current
Reporting Period not
Previously Reported

7.

Total Completed Costs

SCHEDULE 5-D: Enterprise Zone — Retirements (See Instructions 5-D, Page 4)

1. 2. 3. 4.
Description Date of Construction

Asset No. (Name, model, company asset no., location within plant) or Acquisition

Retired

Date Status of

Property

Total
Original Cost

SCHEDULE 5: Personal Property

PERSONAL PROPERTY ACCOUNT NUMBER

SCHEDULE 5-E: Enterprise Zone (See Instructions, 5-E, Page 4)
(List all personal property eligible for Enterprise Zone exemption. Use this format)

Complete columns 6 and 7 only
if you are granted an extension.

1. 2. 5. 6. 7.

Description Date Original Depreciation
Asset No. (Name and Model) Purchased Cost Code Deprec. Factor RM Value
150-301-032 (Rev. 10-00) Page 4
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(—\o REGON
DEPARTMENT

@& 0F REVENUE

PROPERTY RETURN EXTENSION REQUEST

Revenue Use Only

Extension No. Date Received

An extension may be granted to taxpayers who are either a principal or
secondary industrial account appraised by the Department of Revenue
or a taxpayer who has reporting requirements in more than one
county. Note: If real or personal property is being reported by a leasing
company, the lessor must have sole responsibility for payment of taxes
charged to all property items.

To obtain an extension, complete this form and send to the address
below by March 1.

This extension will be in effect for subsequent years unless revoked
for sufficient cause by the department. Returns are subject to audit.
You must agree to use the trending and depreciation schedules sup-
plied in reporting your property.

If your request is granted, it must be postmarked by April 15. You must
file your report this way:

Personal property returns filed with the assessor’s office shall
include a complete asset list or summary and have value factors
applied by the taxpayer according to property classification, to
compute the value.

Real property returns or Industrial Property returns filed with the
department or the assessor shall have trending and depreciation
factors applied to the asset listing or summary, for reporting pur-
poses where requested. Retirements shall be itemized.

Company Name

BIN No. EIN No.

County

Contact person for this extension

Telephone No.

( )

Mailing Address

City State ZIP Code

List your reason for requiring an extension oftime for filing your property forms

Signature

X

SIGN

Date

HERE
o

Title (mustbe an owner or authorized representative)

150-301-015 (Rev. 11-99)
Send to:

Valuation Section — Property Tax Division

Oregon Department of Revenue
PO Box 14003
Salem OR 97309-2502

150-338-415 (Rev. 2-01)
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DEPARTMENT OF REVENUE USE ONLY
Date Received

OREGON ENTERPRISE ZONE TAX EXEMPTION APPLICATION

For Qualified Property in Use or Occupancy by a Qualified Business Firm Located Within an Enterprise Zone

¢ File application with the assessor in the county where the project is located. FOR ASSESSOR’S USE ONLY
¢ File after January 1 and no later than April 1. Date Received Received By
* A separate application is required for each separate location. ‘ ] Approved  [] Denied
* If any property for which the exemption is requested is leased, the owner of |Assessor's Account Number Code Area Number Late Filing Fee

the leased property must complete the last section of this form. _ _ _ $
* Applications for primary or secondary industrial property (ORS 306.126) may | Briefly explain reason for denial.

be filed with the Dept of Revenue after January 1 and no later than April 1.
* A late application may be filed with the county assessor after April 1 and by

:June 1. A Iatle filing fee of $200 or /10 of 1% of real market value (whichever Approved For:

1S greater) will be Charged' D 3 years, 100% Dother: years (assigned by zone sponsor)
Name of Business Firm Telephone Number

( )
Mailing Address City State ZIP Code
Contact Person Title Map and Tax Lot No.
Enterprise zone where the qualified business County where the qualified business firm
firm and the qualified property are located: and the qualified property are located:
PRECERTIFICATION
Was your firm’s precertification approved? D Yes D No Ifyes, Date precertification submitted . Date approved
(Check one) . . - X - » X
D First time filing for the enterprise zone D Filing for an additional enterprise zone
exemption under this precertification exemption under this precertification
FIRST SOURCE AGREEMENT

- Did your firm sign a First-Source Hiring Agreement with local “contact agency?” [[] Yes (attach a copy to this application) [INo

ELIGIBLE BUSINESS

Business Activity — Check the one that applies.

D | hereby certify that the information as contained in the precertification application, and as used to determine the business firm’s eligibility, is
accurate and has not changed, and that the business firm remains an eligible business firm.

D I hereby certify that certain information pertaining to the business firm’s eligibility in the precertification application is no longer accurate or has
changed, but that the business firm is still an eligible business firm, for the reasons indicated and explained on the next page.
Initial by business firm signer under declaration:

EMPLOYMENT CERTIFICATION

| hereby certify that the following information (#5-8) relates only to full-time, permanent jobs engaged in eligible operations, that this information is
confirmed to be accurate, and that substantial curtailment of employment during the exemption period will be reported to the county assessor or the
zone sponsor/local zone manager. In addition, | certify that if employment is insufficient to remain qualified, | will submit timely notice to both the
assessor and sponsor on or before July 1, following the year in which minimum employment is not satisfied. | understand that without such notice a 20
percent penalty will be added to and made due with the back taxes owed on disqualified property.

Initial by business firm signer under declaration:

EMPLOYMENT
Firm’s number of employees within the zone on or before April 1 of year this applicationisfiled: —_____ Date:
@ Firm’s average annual number of employees for the 12 months prior to precertification: ____(from precertification application)

Did your firm move any operations into the zone from a site or sites within 30 miles of the zone boundary?

D Yes D No Ifyes —

* Firm’s average annualemployment within the zone and the site(s) for the 12 months prior to precertification:

* Firm’s total employment within the zone and at this site or these sites outside the zone by April 1: (at least 110% of above)

m Did your firm, or any other firm under common control, close or permanently curtail operation in another part of the state more than 30 miles from
the nearest boundary of the enterprise zone, in which the firm seeks a property tax exemption, in order to invest in that enterprise zone?

D Yes D No If yes, attach explanation of closures, curtailments and lost jobs (when, where, how many, etc.).

150-310-075 (Rev. 11-99)
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SPECIAL CASES

@ (Check all that apply to your firm)

[:] Previously received an exemption for construction-in-process
on this investment.

[:] Change in information pertaining to firm’s eligibility
(see #4 on previous page).

D Local incentives provided by sponsoring jurisdiction(s).
[:] Partial occupancy of an eligible building.
[:] Two corporations under common ownership.

[:] Building acquired or leased after construction or reconstruction
that began prior to application for precertification.

Briefly explain checked items (attach additional pages if necessary).

D $25 million or more investment by existing business not meeting hiring
requirement with special zone sponsor approval/resolutions
(attach documentation).

D Extended exemption period—up to total of five years. (Ensure that
assessor has copy of required written agreement with sponsor.)

D Urban zone with additional conditions of the zone sponsor.
D Zone boundary was changed for this investment.
D Terminated enterprise zone.

D Grandfathered firm, precertified after zone termination.

QUALIFYING PROPERTY

Summary of Cost of Qualified Property for which an Exemption is Claimed —

Real property

New building or structure with a cost of $25,000 or more $
Addition to or modification of an existing building or structure with a cost of $25,000 or more
Machinery and equipment newly purchased, leased, or transferred from outside the county:

$

Personal property costing $1,000 or more for each item and used exclusively for producing tangible goods .................... $

Personal property costing $50,000 or more for each item, regardless of use, except self-propelled motorized vehicles ... $

$

Total Cost ($25,000 minimum)

Note: For an addition or modification of an existing building or structure the exemption is based on any increase in assessed value.

PERSONAL PROPERTY

Personal property is machinery and equipment which is readily movable. It is generally unattached in any way to a building or structure and is also
not connected to other real property machinery and equipment. Attach additional pages if necessary.

Location of Property:

Street Address City State ZIP Code
Property Description:
Owned/ Leased Serial Purchase Purchase Date Date
(check one) Make / Model / Type Number Date Price Installed In Use

0o

0|0

0o

0|0

0o

Describe your firm’s enterprise zone investments (e.g., shaker belts for sorting plastics, shredder, washer, compactor and bailer for plastic recycle
business) and how machinery and equipment costing less than $50,000is used in tangible production. Attach additional pages if necessary.
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REAL PROPERTY MACHINERY AND EQUIPMENT

1

u Real property machinery and equipment is machinery and equipment that is not easily movable. Machinery and equipment means any property
used in the business activity or process except land, buildings, and structures. It does not include furniture, commercial fixtures, or structural
components of a building such as standard wiring, plumbing, heating or cooling systems. Attach additional pages if necessary.

Location of Property:

Street Address City State ZIP Code

Property Description:

Owned/ Leased Serial Purchase Purchase Date Date
(check one) Make / Model / Type Number Date Price Installed In Use

0o

oo

oo

oo

oo

Describe investments (e.g., computerized veneer lathe with floating chucks, computerized clipper, punch press, ovens or saws). Attach additional
pages if necessary.

BUILDINGS AND STRUCTURES

M New building or structure and addition to or modification of an existing building or structure: (check one)

D Own D Lease D Both (describe below)

Location of Property:

Street Address City State ZIP Code

Date site preparation began

Date foundation poured

Date addition or modification began

Date addition or modification complete

Date first used or occupied for production of income

Total construction cost $

Describe project buildings and structures (e.g., new 60' x 60' building to recycle/process cardboard) and individual investment costs per building or
structure. Attach additional pages if necessary.

DECLARATION FOR QUALIFIED BUSINESS FIRM

MI | declare under penalties of false swearing (ORS 305.990(4)) that | have examined this document and attachments, and to the best of my
knowledge, they are true, correct, and complete. | have concluded that my firm satisfies the requirements of a qualified business firm and complies
with all applicable local, Oregon and federal laws. | request that my firm receive an enterprise zone property tax exemption.

Signature Date

X

DECLARATION FOR LEASED QUALIFIED PROPERTY — CERTIFICATION OF PROPERTY OWNER
Attach additional pages as necessary for other lessors, along with copies of executed lease agreement(s).

@I | declare under penalties of false swearing (ORS 305.990(4)) that | have examined this document and attachments, and to the best of my
knowledge, they are true, correct, and complete. The qualified business firm leasing the qualified property is required by the lease agreement to
compensate my firm for the entire amount of the property taxes of the leased property.

Name (please print or type) Title

Signature Date

X
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Oregon Enterprise Zone Extended Exemption Period Criteria

Nonurban and Urban Zones
Less Than 400,000 MSA Residents

The sponsor may set a period of abatement of up to five con-
secutive tax years, if the qualified business firm agrees (in writ-
ing), with the sponsor at the time of precertification to —

= Compensate all new employees at an average rate of not
less than 150 percent of the county’s average annual wage
until the end of the tax exemption period. If the zone is
in more than one county, the county with the highest av-
erage annual wage shall be used. Such “compensation”
includes nonmandatory financial benefits.

and

= Meet any additional requirements the zone sponsor may
reasonably request.

Urban Zones More Than 400,000
MSA Residents (Portland Area)

The sponsor may set a period of abatement of up to five con-
secutive tax years, if the qualified business firm agrees (in writ-
ing), with the sponsor at the time of precertification to meet any
additional requirements the zone sponsor may reasonably
request.

Oregon Enterprise Zone Tax Exemption Application Instructions

The following instructions will help a precertified business firm
fill out an “Oregon Enterprise Zone Property Tax Exemption Ap-
plication.” To receive a tax exemption, file your application with
the county assessor after January 1 and no later than April 1.
To qualify, your investment must have been completed between
January 1 and December 31 preceding the year of application.

Applications for primary or secondary industrial property (ORS
306.126) may be filed with the Department of Revenue after
January 1 and no later than April 1. Applications received by the
Department of Revenue will be forwarded to the county assessor.

A late application may be filed with the county assessor after April
1 and by June 1. A late filing fee of $200 or %0 of 1% of real
market value (whichever is greater) will be charged.

1. The person who fills out and signs the form must be autho-
rized to represent the company. If the person is not an em-
ployee of the company, the company must attach a letter
authorizing the person to sign the application.

2. If “no,” the firm is not eligible to apply for the property tax
exemption, unless the precertification requirement is waived
by the Department of Revenue. Up to three consecutive ex-
emption applications may be filed for the same precertifica-
tion/investment.

3. If “no,” your firm may not receive the tax exemption unless
the requirement for the First-Source Hiring Agreement is
waived or delayed by the Economic and Community Devel-
opment Department.

4. Only “eligible business firms” qualify in an enterprise zone.
Besides having to be a for profit business, eligibility depends
on the business firm’s operations and activities in the zone
(such as manufacturing). Eligibility is determined at the time
of precertification, and the reasons for it should generally not
change. However, any correction to the precertification appli-
cation must be indicated here, and the reasons why the ap-
plicant is otherwise eligible, explained under “special cases.”

5. Do not count temporary, seasonal or part-time positions. Full-
time is a person working more than 32 hours per week.

6. Your firm is qualified for the exemption only if the number
in section 5 is at least one greater than the number here, and
at least 110 percent of the number here. In addition, these
same minimums must be met as annual averages through-
out the exemption period.

7. If you move operations into the zone, the 110 percent em-
ployment requirement must also be met for combined jobs
within the zone and at affected sites within 30 miles.

8. If “yes,” your firm does not qualify if the number of jobs
lost elsewhere is significant.

150-310-075 (Rev. 11-99)
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9. For additional information on special cases, see precertifica-
tion application instructions or contact the local zone man-
ager, county assessor’s office or state coordinators.

10. To receive the exemption, your qualified property must be
at least $25,000 in cost with this application.

Machinery and equipment must be newly purchased or
leased or newly transferred into an enterprise zone from out-
side the county in which the zone is located.

Property not qualified for the tax exemption includes:
< Land or additional value from site preparation.

= A new building, a new structure, or an addition to or modi-
fication of an existing building or structure, with a cost of
less than $25,000. (To satisfy the minimum cost requirement
of $25,000 for an addition or modification to an existing
building or structure, the costs of two or more additions or
modifications made in one calendar year to a single build-
ing or structure may be combined.)

= Any item of personal property costing less than $1,000.

= An item of personal property with a cost of less than
$50,000 unless it is used exclusively for the production of
tangible goods.

= Self-propelled motorized vehicles (car, truck, airplane, tug-
boat, etc.) or rolling stock.

= Property occupied or in use within the zone 12 months
before January 1 of first exemption year.

= Property used in an “ineligible” activity.
= Property already constructed, installed, under
(re)construction or assessed in the county when the en-

terprise zone was designated or the zone boundary was
amended to include the site of the property.

Property under construction on January 1 is not eligible for
an enterprise zone exemption. But it may be eligible for con-
struction-in-process (CIP) property tax exemption.

11. Itemize your qualifying personal property.

12. Itemize your qualifying real property machinery and equip-
ment.

13. Provide the requested details for your qualifying buildings
and structures.

14. An owner, authorized executive or legal representative of the
business firm must sign this application.

15. For any and all qualified property that is leased by the busi-
ness firm, the property owner or legal representative of any
such lessor must also endorse this application, and a copy
of the executed lease agreement must be included.
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OREGON

(_\ POLLUTION CONTROL FACILITIES EXEMPTION

o DEPARTMENT (ORS 307.420)
4 OF REVENUE File each year with your county assessor on or before April 1 Check one:
L] Original application
INSTRUCTIONS: ] Statement to continue
exemption

1. Original application: Complete Section A of the application, signthe DECLARATION
and attach a copy of the Pollution Control Facility certificate issued by the Oregon State
Environmental Quality Commission. File with the county assessor on or before April 1.
See ORS 307.420 for extension of the April 1 filing date if the election to receive ad valo-
rem tax relief,as required by ORS 468.170, ismade after April 1 and before July 1.

2. Statement to continue exemption granted prior year: Complete Section B, sign the
Declaration and file with the county assessor on or before April 1. ASSESSOR’'S USE ONLY

Date received RMV of facility ‘ MAV of facility

Applications for primary or secondary industrial property (ORS 306.126) may be filed with

the Oregon Department of Revenue after January 1 and no later than April 1. Percent exempt
Date certification received

Taxpayer's Name

RMV value exempt ‘ MAYV value exempt

Year exemption expires

Tax rate
Address Telephone Number
( ) By: Tax exempt
i [J Approved
City State ZIP Code . V. number
[ Denied
PROPERTY 1. Assessor’s account number (as shown on your tax statement)

DESCRIPTION

SECTION A: ORIGINAL FILING FOR EXEMPTON ( “I" below, means person or corporation)

1. I claim exemption from ad valorem taxes under ORS 307.405 to 307.430 on the pollution control facility at this address:

2. Thisbusinessisa: [ | CO-OP [ ] NONPROFIT ORGANIZATION (ORS 307.405)

3. The trade or business which requires, utilizes, or operates the pollution control facility is one which (check one of the following four boxes):
D | own [:] I am buying under a contract.
[] | operate under a written lease that states | pay the ad valorem taxes.
D | operate under a written agreement that states | pay the ad valorem taxes.

Enter the date of purchase, written lease, or written agreement:

4. The completion date of the erection, construction, or installation of the facility was and it first began
operating
5. (@) percent of the facility that functions to prevent pollution from operations conducted on the property identified above quali-

fies under ORS 307.405(5).
(b) percent of the total facility certified qualifies as a pollution control facility under ORS 468.170

6. Environmental Quality Commission certificate number dated is attached to this claim.

7. 1 have not taken income tax relief on the facility (ORS 315.304).

SECTION B: STATEMENT TO CONTINUE EXEMPTION GRANTED PRIOR YEAR

1. Environmental Quality Commission certificate number was issued 19

2. Advalorem tax exemption was granted the prior year to the facility; its ownership and use are unchanged; its E. Q. C. Certificate (ORS 468.
185) remains in force.

(ZJ | declare under the penalties for false swearing (ORS 305.990(4)) that | have examined this document and to the best of my
5 knowledge it is true, correct, and complete.

@

S

0 X

"'DJ Signature Title Date

150-310-059 (Rev. 6-98)
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PROPERTY SUBJECT TO TAXATION; EXEMPTIONS

Oregon Revised Statutes

(Pollution Control Facilities)

307.405 Pollution control facilities; qualifications; ex-
piration; revocation; limitations. (1) A pollution control fa-
cility or facilities which have been constructed in accordance
with the requirements of ORS 468.165 (1), and have been cer-
tified by the Environmental Quality Commission pursuant to
ORS 468.170 are exempt to the extent of the highest percent-
age figure certified by the Environmental Quality Commission
as the portion of the actual cost properly allocable to the pre-
vention, control or reduction of pollution. The exemption shall
be allowed only if the taxpayer is a corporation organized un-
der ORS chapter 62 or 65, or any predecessor to ORS chapter
62 relating to incorporation of cooperative associations, or is
a subsequent transferee of such a corporation. If the subse-
quent transferee is organized under other than ORS chapter 62
or 65, the exemption shall only be allowed if the transfer oc-
curs after the expiration of five years from the date of original
certification by the commission.

(2) To qualify for the ad valorem tax relief:

(a) The pollution control facility must be erected, constructed
or installed in connection with the trade or business conducted
by the taxpayer on Oregon property owned or leased by said
taxpayer.

(b) The taxpayer must be the owner of the trade or busi-
ness that utilizes Oregon property requiring a pollution con-
trol facility to prevent or minimize pollution or a person who,
as a lessee under a written lease or pursuant to a written agree-
ment, conducts the trade or business that operates or utilizes
such property and who by the terms of such lease or agree-
ment is obliged to pay the ad valorem taxes on such property.
As used in this subsection, “owner” includes a contract pur-
chaser.

(3) The ad valorem exemption of a facility shall expire, in
any event, 20 years from the date of its first certification for
any owner or lessee by the Environmental Quality Commis-
sion.

(4) Upon any sale, exchange, or other disposition of a fa-
cility, notice thereof shall be given to the Environmental Quality
Commission who shall revoke the certification covering such
facility as of the date of such disposition. The transferee may
apply for a new certificate under ORS 468.170, but the num-
ber of years of ad valorem tax exemption that may be claimed
by the transferee is the remainder of the exemption period
specified in subsection (3) of this section.

(5) If the facility also functions to prevent pollution from
operations conducted on other property owned or leased by
the taxpayer the Environmental Quality Commission shall state
in its certification of the facility the percentage of the facility
used to prevent pollution from such qualifying trade or busi-
ness conducted on such qualifying property. The exemption
from ad valorem taxes under this section shall be limited to
such percentage of the value of the facility. [1967 ¢.592 §13; 1969
¢.340 §1; 1971 ¢.678 §1; 1973 c.831 §7]

307.420 Necessity of filing claim and certificate to se-
cure exemption; annual statements of ownership. (1) Be-
fore any exemption from taxation is allowed under ORS
307.405, the person claiming the exemption shall file with the

150-310-059 (Rev. 6-98) (back)
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county assessor a written claim for such exemption prepared
on a form prescribed by the Department of Revenue and fur-
nished by the assessor, and shall file with the assessor with
the first claim for exemption the certificate issued by the Envi-
ronmental Quality Commission under ORS 468.170 covering the
property for which exemption is sought. The claim shall be
filed not later than April 1 of the assessment year for which
the exemption is claimed; except; that if the person receives
a certificate after April 1 but before July 1, the person may file
a claim on or before July 15 of that year. The county clerk shall
record the certificate in the county record of deeds, upon pre-
sentation by the assessor. Each year thereafter to continue such
exemption, the taxpayer must file not later than April 1 a state-
ment with the county assessor, on a form prescribed by the
Department of Revenue and furnished by the assessor, stating
that the ownership of all property included in the certificate
and its use remain unchanged.

(2) If a claim required by subsection (1) of this section re-
lates to principal or secondary industrial property as defined
by ORS 306.126 and is filed with the Department of Revenue
within the time required by subsection (1) of this section, the
claim shall be deemed timely filed with the assessor. [1967 ¢.592
§14; 1973 c.831 §10; 1983 c.637 §5; 1991 c.459 §58; 1993 ¢.270 §79; 1997 c.541
§120]

307.430 Correction of assessment and tax rolls; termi-
nation of exemption. (1) Upon receipt of notice of the re-
vocation of a certification of a pollution control facility pursu-
ant to ORS 468.185 (1)(a), the county assessor shall proceed
to correct the assessment and tax roll or rolls from which the
facility was omitted from taxation, in the manner provided in
ORS 311.216 to 311.232, and in all cases shall add interest in
the manner provided in ORS 311.229. The five-year limitation
provided for in ORS 311.205 shall not apply to such correc-
tions.

(2) Upon receipt of notice of the revocation of a certifica-
tion of a pollution control facility pursuant to ORS 458.185
(1)(b), if the final revocation occurs before September 15 of
any assessment year, the exemption otherwise allowable shall
terminate and not be allowed beginning with the assessment
and tax rolls prepared as of January 1 of the assessment year.
[1967 ¢.592 §15; 1991 c.459 §59; 1997 c.541 §121]

Oregon Administrative Rules

(Pollution Control Facilities)

150-307.405 Certified pollution control facilities meeting the
requirements of ORS 468.165 and 468.170, are exempt from ad
valorem taxes to the extent of the highest percentage figure cer-
tified by the Environmental Quality Commission. This percent-
age is then applied to the among of value the certified pollution
control facilities contribute to the total property value. The value
contribution of the pollution control facility can differ from its
original cost because of inflation, depreciation, obsolescence, or
other economic factors. Whenever the property is reappraised
the value contribution of the certified pollution control facility
shall be identified in the conclusion of value. The annual value
changes will be recorded by the appraiser on county Form 310-089.

Hist: Filed 9/20/88 and Eff. 12/31/88
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APPLICATION FOR CANCELLATION OF ASSESSMENT ON
COMMERCIAL FACILITIES UNDER CONSTRUCTION
As provided by ORS 307.330 and 307.340 Account #

Filed with the Oregon Department of Revenue for 20

Filed with the County Assessor for 20

e File application with the county assessor on or before April 1.
e Applications for primary or secondary industrial property (ORS 306.126) may be filed ASSESSOR’S USE ONLY

with the Oregon Department of Revenue on or before April 1. (Applications received by

N ) Received by Date Approved by Date
the Department of Revenue will be forwarded to the county assessor for processing.)

e This exemption applies only to buildings that are being constructed in furtherance of the
production of income. Also applies to any machinery or equipment on the construction
site that is or will be installed in or attached to the building.

Assessed Value Cancelled
Building or Addition

e See other side for applicable administrative rules. Machinery and Equipment

e This exemption may precede most enterprise zone exemptions. Total

Applicant’s (building owner’s) name Code Telephone number

Address City State ZIP Code

DESCRIPTION OF PROPERTY

Account number(s) Deed volume and page or instrument no. City
Lot(s) Block(s) Addition
Subsection Section Township Range Acres

The undersigned owner makes application to the county assessor for the cancellation of assessment on commercial facilities under construction as
provided by ORS 307.340 for the year noted above and affirms that the facility:

e |s either new or an addition to an existing structure,

e Has been exempt from taxation for no more than the currenttax year,

e |sin the process of construction on January 1,

e |s notin use or occupancy on January 1,

e Has not been in use or occupancy at any time prior to such January 1 date,

e |s constructed to produce income, and

e |s first used or occupied not less than one year from the time construction begins (for nonmanufacturing facilities). Construction is not considered
begun until any demolition is completed.

Owner of land Telephone number
Street address City State
Address of improvement (street) City State
Starting date of construction Date of demolition, if any, completed at building site Estimated completion date of construction

Cost of building, structure, or addition $ Describe use of building, structure, or addition:

Primary use of the building, structure, or addition:
] Manufacturing
D Nonmanufacturing

Attach a list of all machinery and equipment located at the construction site on January 1 of the year noted above, thatis or will be installed in or attached to the
above-described building, structure, or addition. Use the following format:

Machinery/Equipment Serial Purchase Purchase Date
Make/Model/Type Number Date Price Installed

Was the above-named machinery and equipment included on your personal property return?

D No D Yes, the report was made in the name of

DECLARATION

| declare under the penalties for false swearing as contained in ORS 305.990(4) that this document has been examined by me and to the best of my
knowledge is true, correct, and complete.

X

Signature of owner or officer making application Title Date

150-310-020 (Rev. 6-00)
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OREGON ADMINISTRATIVE RULES

OAR 150-307.330 Exemption of Buildings During
Construction.

1. Property Subject to Exemption:

a. Building or structur e, whether new or existing, includes
all real property improvements erected upon the land. Ho-
tels, office buildings, retail stores, and manufacturing plants
are typical examples of the type of buildings subject to the
exemption. Related improvements such as ramps, loading
docks, wharfs, and paved areas used for parking or storage
are examples of structures subject to the exemption. Fills,
excavations, or grading and leveling associated with prepa-
ration of the site for construction are part of the land and are
not subject to exemption.

b. Addition to an existing building or structur e, includes any
enlargement or modification of such building or structure. An
example of enlargement of a building would be the construc-
tion of additional stories or the erection of a new wing on a
building already standing on the site. Modification of a build-
ing occurs when all or part of the existing structure is used
in the erection of a new building. For example, the walls of
an existing theater building are used in the construction of a
retail store. In order to qualify for the exemption, the modifi-
cation must change the nature of the building or structure.
Merely adding a new store front or modernizing an existing
building is not enough to qualify for exemption. Installation
of additional equipment in a building subsequent to its origi-
nal construction does not qualify for further exemption. For
example, installation of an air-conditioning system or an el-
evator in an existing building does not qualify the building
for exemption.

c¢. Machinery or equipment which qualifies for exemption
includes all machinery or equipment installed in or affixed
to such building, structure or addition, and all personal prop-
erty that would qualify as real property under OAR
150-307.010(1) when installed or affixed which is actually situ-
ated at the place of construction on January 1, of each year
in which the exemption is claimed.

Machinery or equipment subject to exemption includes me-
chanical items associated with the building such as heating
equipment, elevators, ventilating systems, and similar equip-
ment normally installed as part of the building construction.
Machinery and equipment housed within the building for the
purpose of manufacturing, or otherwise processing raw or fin-
ished materials, is also subject to exemption.

2. Conditions of Exemption:

a. The building, structure or addition must be in the pro-
cess of construction on January 1, of each year in which the
exemption is claimed. Construction is in process once work
has begun or the foundation for the building, structure, or
addition was partially or wholly laid. Land is not a part of this
exemption. Therefore, site preparation is not considered as any
part of the process of construction. If the building, structure,
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or addition has been completed and is ready for use or occu-
pancy on January 1, although not in use, it is taxable. If com-
pleted and leased on January 1, but not occupied by the les-
see, it is taxable.

b. The exemption for manufacturing facilities cannot be
claimed for more than two years. If claimed for two years,
they must be successive. Conditions for exemption must ex-
ist on January 1, of each year in which exemption is claimed.

¢. The building, structure or addition must be intended pri-
marily for the furtherance of the production of income.

d. No exemption may be allowed if use or occupancy is
made of the building, structure or addition, or any part thereof,
on or before January 1, of any year in which the exemption
is claimed. Use or occupancy refers to that commercial use
or occupancy for which the building is intended upon comple-
tion. For example, the use of a warehouse for storage of ma-
terials or the rental of an apartment in a new apartment build-
ing will defeat the exemption. Testing of equipment prepa-
ratory to operation is allowable during the period of construc-
tion. “Testing” can include a limited trial production run as a
check of equipment and system performance. “Testing” in the
context used does not contemplate the processing in substan-
tial quantity of finished and marketable products that are or
can be disposed of through the usual channels of trade.

e. In the case of nonmanufacturing facilities, an exemption
cannot be claimed if the facility is occupied or used within
one year from the date the construction began. “Construction”
does not include demolition of existing buildings.

f. All of the conditions listed in this section are mandatory
and a failure to meet any one of such conditions results in
denial of any exemption.

Note: The date change first applies to the 1992-93 tax year.
Hist: Eff. 11/59, Amended 11/61, 7/64, 1/66, 12/66, 3/70, 11/71, 12/31/97

OAR 150-307.340 Claim for Exemption under ORS 307.330.

Where exemptions are being claimed for two consecutive
years, as permitted by ORS 307.330, a separate claim must
be timely filed for each year.

Example: On January 1, a building meeting all the require-
ments for exemption is under construction. Exemption may
be claimed by filing documentary proof of exempt status with
the assessor on or before April 1. In the event the building is
still under construction and eligible for exemption on the fol-
lowing January 1, documentary proof of eligibility must again
be filed with the assessor on or before April 1. These same
conditions and requirements likewise apply to the
nonmanufacturing facilities except that any use or occupancy
of the property for which the facility is intended within one
year following the construction starting date will nullify the
cancellation of assessment.

Hist: Eff. 11/59, Amended 7/64, 1/66, 2/68, 3/70, 11/71, 12/31/91, 12/31/97
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(\o REGON
DEPARTMENT
S/

4 OF REVENUE SECRECY LAWS CERTIFICATE

| certify that | have read the following provisions of law prohibiting disclosure of confidential
information, that they have been explained to me, that | have been furnished with a copy of
the relevant laws, and that | understand them and the penalties for violation of these laws:

Personal Property Laws  ORS 308.290(7)

Industrial Plants ORS 308.413
Penalties ORS 308.990(5)
PRINT Your Full Name
County Office Phone Number
Signature Date
X
Witness Signature Date
X

150-303-044 (Rev. 9-00)
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(\o REGON
DEPARTMENT
.

4V OF REVENUE

SECRECY CLAUSE

To: County assessors and members of the Board of Property Tax Appeals

YOU MAY NOT REVEAL CONFIDENTIAL INFORMATION. Confidential records include personal property returns
and any industrial plant information obtained by the Department of Revenue, the county assessor or the Board of
Property Tax Appeals upon the condition that it be kept confidential.

As you handle information that falls into these special groups, note what type of information is confidential and
requires special handling. The Department of Revenue, the county assessor, and the Board of Property Tax Appeals
should have written procedures to ensure that protected information is not disclosed.

The following statutes explain the types of information that are confidential and the penalties for disclosure. These
nondisclosure provisions must be strictly observed by all persons who have access to confidential information. If
you have questions during performance of your duties, ask before giving information to anyone. You may get clari-

fication from your legal counsel.

PERSONAL PROPERTY
ORS 308.290 Returns of taxable property.

(7) All returns filed under the provisions of this section
and ORS 308.525 and 308.810 shall be confidential
records of the office in which such returns are filed; ex-
cept that all such returns shall be available to the De-
partment of Revenue or its representative, to the repre-
sentatives of the Secretary of State or to an accountant
engaged by a county under ORS 297.405 to 297.555 for
the purpose of auditing the county’s personal property
tax assessment roll (including adjustments to returns
made by the Department of Revenue), to the county tax
collector or the tax collector’s representative for the pur-
pose of collecting delinquent personal property taxes, to
any reviewing authority as to those returns relating
to appeals by taxpayers, to the Adult and Family Ser-
vices Division of the Department of Human Services, to
the Division of Child Support of the Department of Jus-
tice and district attorney regarding cases for which they
are providing support enforcement services under ORS
25.080 and to the Legislative Revenue Officer or autho-
rized representatives for the purpose of preparation of
reports, estimates and analyses required by ORS 173.800
to 173.850. The Department of Revenue may exchange
property tax information with the authorized agents of
the federal government and the several states on a re-
ciprocal basis.

INDUSTRIAL PLANTS

ORS 308.413 Confidential information furnished
under ORS 308.411; exception.

(1) Any information furnished to the county assessor or
to the Department of Revenue under ORS 308.411 which
is obtained upon the condition that it be kept confiden-
tial shall be confidential records of the office in which
the information is kept, except as follows:

150-303-044 (Rev. 9-00)

Sample Forms

(a) All information furnished to the county assessor shall
be available to the department, and all information
furnished to the department shall be available to the
county assessor.

(b) All information furnished to the county asses-
sor or department shall be available to any review-
ing authority in any subsequent appeal.

(c) The department may publish statistics based on the
information furnished if the statistics are so classified as to
prevent the identification of the particular industrial plant.

(2) The Department of Revenue shall make rules govern-
ing the confidentiality of information under this section.

(3) Each officer or employee of the Department of
Revenue or the office of the county assessor to whom
disclosure or access of the information made confidential
under subsection (1) of this section is given, prior to
beginning employment or the performance of duties
involving such disclosure, shall be advised in writing of
the provisions of this section and ORS 308.990(5) relating
to penalties for the violation of this section, and shall as
a condition of employment or performance of duties
execute a certificate for the department or the assessor
in a form prescribed by the department, stating in
substance that the person has read this section and ORS
308.990(5), that these sections have been explained to
the person, and that the person is aware of the penalties
for violation of this section.

PENALTIES
ORS 308.990 Penalties.

(5) Subject to ORS 153.022, any willful violation of ORS
308.413 or of any rules adopted under ORS 308.413 is
punishable, upon conviction, by a fine not exceeding
$10,000, or by imprisonment in the county jail for not
more than one year, or by both.
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(—\ INDUSTRIAL ACCOUNT TRANSFER

OREGON
DEPARTMENT
@@y 0F REVENUE COUNTY INFORMATION
Contact Person Telephone Number
County
Current Year Real Market Value:
Computer Account Number Assessment Year
Map Number Land
Tax Lot Number Buildings & Structures
Code Area Machinery & Equipment
Related Accounts: Personal Property
Economic Obsolescence
Total Value

COMPANY INFORMATION

Company Name

Address City State ZIP Code
Contact Person Title Telephone Number

Type of Industry Date Last Appraised

Remarks:

Account Responsibility DEPARTMENT ACTION

Date Transferred to Department Continued by County Transferred to County

150-301-033 (12-97)
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1K Tustics Building

114 Cainy Sree HE
Salew, Ciropoa 7310
FAT: [5Op ATH-37EL
TOD: (RO 375774
Tebphanr: (ST} 3487

DEFPARTMENT OF JUSTICE
GENERAL COUNSEL DTYISIoN

Movember 21, 1995

Art Fish

Enterprise Zone Projoct Coordinator
Fegicnal Developmaent Thyision

Cregon Economic Develepment Deparment
Tr5 Summer Sooct NE

Salem, OR, 97310

Be:  Question on eligibility of Tarpet Stores” Distribution Ceater's for Cancellation of
Assesument on Commersal Facitities Under Construction (CTF) for tax years

1995- 1996 and 1996-1947 onoe begmning tetfing and braming activitie
BOF Fale Ho, [23-200-CO0E4-E7

Drar Mr. Fish:

In your lctter 1o Assiskant Attormey Genesral Wendy A. Robinson, dated Octobar 16,
1995, you stabed detils and concems oF the invived parties to 8 ew famility being built by
Target Stores in the Albany irsa and asked eight quastions (or the Gendrl Counsel Divigon
tp answer, Bazmuse thess questons relate 1o the @x cade, Ms, Robinzon asked that T regond
b your Ietier. Tou also supplicd ue with a copy of Targel's Statement of Facts upon which I

ey k3 answer your questdons, beicw,
Qrostion |,

Does Tuse™ or “occupancy” under GRS 37330 mean "any ust o dormpancy™
or doat it men “ute or oocupancy * * * for i intended puTposs tpon
complation?" '

Aoswer

N means "use of ocCufeacy for zoy of the intended purposes of the building,
fructure or addition, ”
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Chuestion 2

Doses jnctallation of equipment, while in ihe process of eansruction, coastitoe
"usc” or "ocempancy” of purposss of GRS 307.330F
Answer
The answer is po, if the egoipment being ins@lled s part of the construction
project.
Question 3

Duntqmgﬁfaqmpmmmrh:ﬂuhﬁr,whmmth:prmﬂm
cemtinge "use” o "ocoupancy” for purpodss of ORS 3073300

Answer

The ancwer is no, if the cquipment it pant of the consruction project and Lhe
testing is oaly (o mait the equipment ready or (0 assre that the oquipment is
readdy <o that the building, scrueture or addigon may be used or ootupned for

its intended purpose. The answer woald be yves, if one of the purposes of the
building is w test suwch equopement, in other words, 3 $e7ve 5t a Cesting

Questiog 4

Does fraiping employses, while in the pmoeess of constrection, on how 10 use
the: eshuipeent in the Facility and hew 1o maintain and repair e squipment
constite "or® of "oocupancy” for purposes of QRS 307 3307

Amwier

The ancwer it oo, if (23 you have stated) the principal parpose of the buikling,
strochurs or addilion i to serve 25 a disributon facility. Howewer, the andwer
would be yes, if it in glso serves a5 g taining Gwdlity concaring the wse,
orctintenance and repair ef such equipment ar odher locations.

Question 5§

Docs shoring merchandise in the facility Uy st the compuler System's srting,
stormg, and remieval mechanisme constinm “use” of "occupancy” for

1303134 470 By 2R
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parpasss of ORS 07,3307 The question acsumes that praducts will notk be
shippad from the facility duning this e=ang or "shakrdown” pariod.

Adrwher

The anywer is 0o, provided (3) that staring merchandise is reasonably refated
io testing whether the computer equipment is ready for ita use, (b) the
computer squipment being tested is an interdopendent part of the structure 152
distribution center, and (c) oo= of the viimate commercis] puarposes of he
sercture is not Lo make such tests of the computer system, bul rather (o uge
the copgrleT fyghem.

Question &

Is theye any mandatory bais according to stutes and court caszs for teating
manufacturing and "non-manufactecing” facilitics diffrendy wnder CTF (other
than the requirement that non-manufzctyring famlites are oot eligible under
ORS X7, 3MK1He) if the facility is used within one year gftar the
cmureneament of construsnen )t

Amswer

Chrestion 7

Does Multnomeoh Counry v, Depr. of Rev., 13 OTR 223 (1985), hawve any
cifect on whether Target qualifies for CIF? If so, pletie indicate 2oy such
relcvance,

Answer

The cxnut doet prirvide tome Fuidance in this insance. It holds that ghere i
na basis under ORS 307 33 for severing pans of the same aouciure bessd on
Aunction; aoy W= O CorupAncy consisent with the structore's popose will
preclude the exemption,

150 A8 gl T 21}




(uestion 8
What ars the chvipus disfinetiant and commenality between CIP's definitions
and the meaning of the phrase “in use or ooouUpancy™ 25 mied for enterprise
rones — ORS 2E5 597130}, (5)(e) and (4} and (5)7

Answer

Barkeround
Wi begin with ORS 307.330 itsalf, which states, io pertinent part

{I) Excrpt for property contrally assewsed by the Depariment of
Fovenue, cach new bialding of soucture of 2ddifion to an existiag building or
structure or addidon ia exempt from @xaticn for esch year of not more than
two consecutive years if the building or stroctoe or additdon:

{a) Iz in the process of constnechon oo July 1;

(t) Is not in use or oocupancy on fuly 1;

{=) Has pot been in wee or occupancy 2t any bme prior 1o such July 1
date;

(d) Is benng cotstructed o the ftheranee of ivoome; and

(e} Iz, in the case of nen-manufacturing facilitier, to be first wsed or
gooupied not lexs than one year from the Ame conaruction comirwooss.

Char obpect in nbpresing a sobuls i

simply 10 asceriain and declare what it, in t=rms or in substanoe, contamed
therin, ootk eyt what hax been omitted, or o omil what has been inserted;
and whers there are several previsiomy pr particulart such constroction is, if
posmble, to be adopted 23 will give affect to all.

| Sk 3354 15 P, 21467
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ORE 174,010, The intention of the legislature i5 to be pursued iF posdble. A particular
int=nt shall contml 2 general pos that appears inconsistcol with it See ORS 174000,
Stutuicy grantng [ropaty R cxemphons arc strietly, but scasonably, construed.  See Philipe

Indutmries v, Dept. of Rev,, 5 OTR 462, 469 {1974).

You 25k whether "use and occupancy” encompasses Iesting of cquipment and traaning
of employeet on bow 10 uge the cpupment 3 the faclity, "Tse or oooupancy” is oot
defined, either in stantes or i a rule applicable to this saiute, but the language of ORS
307 33N 13(d) suggests that use or ecoupancy should bear some relaficaship to "the
furtherance of income.* If 30, the exemption shall oot apply IF the strecture i no longer
upder constriction for the pooductlon of weome of, if w6l onder =uch constroction, is
already being used or oooupicd for the income produding activity for which it 13 being
conszucied. Momover, QRS 307.330 plainly does not pertt any “use of ocoupancy” of the
facaliry even if the construction is not complets. However, deirrmining both *completion™
and “use or occupAnsy" dopend in part wpon the facts elating o the propose and commenzal
viahility of the smcnre A9 the Tax Cowt has noted:

Each cazz must be devided on its own feets. Tt is cooceivable that in yome
insnee it would be plain that the completion oF the: Last amenty wold be
TETuISite b0 " LsE o odamncy

Adflen v, Depi of Bev., 5 OTR 135, 192 {1973).

Cme of the sacliest, if poc the earliea reported cases on this Bssue was Coliier Cardon
v. Depe. of Rew,, 5 OTR 1 {1972). In that cace, the coort interprated the word "structure” in
QRS 3733, The property was a planl despned for a very specific use (Le., receiving,
storzge, handling and trensshipment of pridled urea, usad ac fextilizer), "and not adzpable for
any oiher popose.™ 5 OTE a7, "[T]he contract was a "W koy' poopect; L., Ons in
which the cootromtor designs nd constructs the facility and turns the compleicd projoct over
tir the owner, mady for use.” 5 OTR 2t 3. During the paind in questiom, all brat $50,000 of
the §1.7 millioa profect had been complensd.  Yer, certain equipment had ot yet besn
instalied] and water and sewer lines had not yet been connectsd. The main warehoyse would
qualify for the exempticn, but the remainder of the plant would ook

The coort observed that the completion of a particular building does not neceswanly
signcfy the eoompbetion of te "srpcture” contemplated by the Bopayesr It found |, io that
case, that becanses af the uncompleisd aspects of the stopcares, the property could be reganded
s uselasy and dhereiore still *under comstucton.” [ cied (e followlng comments from
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Cakwoad It Ferex Sl e v, Tax Commission, 30 MY App Div2d BE3, 283 NY2d 38, &)
{L96R), consruing an Toecupancy” fTnhe:

The undexfying trt, in acorrdance with Lhe intent of the stamie, is whother the
construction of the bulfing has reached the poimt where an ecooormicalty
vighle structire is io exiftence as of the critical cut-off date,  IF the stamte
wer= not 50 constroed, it would be peasthic for o Snoabon ko anss whim it
would be economically bereficial & the owoer of a buildng w0 fayego rents for
2 month or two and thereby avoid property tax for a full yo=r,

However, in Alles v. Depr. gf Rev., 3 OTR 185 {1573), the cout hekd that 2 building
was pot ander construction” whea it was substantially completed and operabting, bt it less
than full eapasity and when iotting m qusrion coold nol lead w Zny ecooomic production.
ORS 307330 docs pot roquin: “an scenomically viable struchers.™ Aflen, 3 OTE. at 191

In order 10 forestall abuss of the cxemption, the interpreier of the scanite it

Foreed to conclude hat the curnt of the scempt consyction must be limited

to the basic fimetiooal md substantially nomsmry clonens of te sTocture,

I Finding that a plant existed which could fum out the prodyct {or which Lhe plant was

designed, from available raw mawerial, although with difficulry, the court affirmed the denial
of the exestpwion,

In contrast, in Mwimomah Co. v, Depe, of Rev., 5 OTR 437 {1974}, [ollowing
Cefier, the court found that the pmprovements oa the property constiuted a seructure, abl the
componens of which wos efenfial for the production of specific substunces tirough
chemical change end each pan of the Improvement was oscled aatess it and all other pats
wezre capable of beiog operated for the purposes of production of any other prodest, The
Fart that, during the pericd i question, the plant prodiesd 1 robstzntial amoumt oF the inm
pellcts it vldmakly v dedgned © produss was not conclugive, becauge this production
consisted of tial runs that did not meet commercial standards,

Ir PRifipt Indierrries the court addressed thess questions: (1) is testing of 2 sructure
part of consruction, and (i) may part of a stucture be coftled o 2 Gx exempiion under
ORS 3F7.33) and 3073407 The improvemenes consiseed of the building and some special-
properse machimery ond office aqripment The building in quesion was of standard
cotistrction and weable for many widdy varisd commercial purposes. Ad of the b
exemption cut-off date, the building ibelf wa nbsantially completed, but corizin oqrpment
had aot yot bem i=tied o maks the Feeility ready for commersial use, The ot bedd, based
io parl upon then exising adeintstranive rules relzting to the toting fxwme, that the purposs o
which the developer puts the property is fundamental to the cxcmption and that the buiding
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wras still under eemsmuction if the equipment, for which it was canstructed, had not yet bean
tegteed.  Fhifips at 473, The cowst found evidence of intear thak the building or $ructmre must
be operable for producdon of income in the provasion, of ORS J07.33062), that exiends the
exemprion of the facility to associated machinery and equipment located on the sitc.  Philips
ot 472, It also determined that the cxemptica could apply to part of 2 strocthure. Philipr at
474, Hgwever, that mle was subsaquently reversed by Mulmssah Counry v Dept. of Rev,

13 OTR 277, 230 (1995).

Mext, it Mulmomah Cowouy v, Depe. of Bev., 13 OTE 147 {1994, the court
determined thal the owner's yse of 2 “relaied impeovement.™ an adjoining bridpe and
roadway, to complert an zpartment complex was not "use o ocoupancy” for purposes of
disqubifction for the exemption, "Use of the Pridge for oomstruction 1S not the same as we
of the bridge b produce tncome.® 7d. at {51, Thus, the property mained cxempt.

Fitally, in Mufmomeh Counry v. Depr. of Rev., 13 OTR 223 (1995), the ax coutt
congdered 1 denial of an exemption of a four-story building with rentad housing unzd,
commeal space and o Jevels of parking, Daring the paxicd in question, the devedoper
opened the public portion {but not the private, apartment porooa) of the parking facility for
use. The count reversed its sarlier nde that part of the facility ctuld be xempt and found
that the eodre pojet was nol qualified for the exsmplion.

Any utt or occupancy consistant with the iniended design or purpose of the
building or sructure will cnd the qualifying perod,

There is no basis in ORS 307, 330 for sevening parts of the cme
building or strocture based on function.

£, ar 230
IL  Mesniog of "UIe or Qecupanoy”

The cases cited above ciearly suablish that "use or ocoupancy”™ means "us= or
ocevpancy for any of the intended purposes of the boilding upon completan.® In foct, the
uxs o7 peoupmney o relibe tr the cpmmercial puposss of the stuchiome.  Mealy usiag
part of the srectre o complete the reg of te nochoe or s of the soruchue for ecfing of
squpaicat 15 oo sufficient to disqualify the structure from the exempaon.

0.  Insteliation of Eqoipment

Installation of equipment while te streeture i in the peocats of construction 15 s
sufficisnt o end the sxemption on the groond that the inc@llation consgutes "uze or
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fecupancy.” Howevez, the farciliny will no longer qualify for the cxeorpticm if at i
substantizlly complets, and may be used for the production of inoome, and the squipment is
it an =ssential part of the facility.

I¥. Tesilng of Equipmeni

Clearty, the tasting of squipment doss ok constitule '_umm'qmpm:y' unlees the
structure is intrpded 1o soTve 35 A commertial cpuprment testing fadlity. In contrast, testing
of squipment pecesary o make the fasility commercially viable may be evidendr: that the
Eacilicy = still "under constroction.” However, if the facility ic adogantaally complet and
testing is nof exyential o male the faclity economically viable, the facility it no longer
qralificd for the sxemption.

¥.  Trainlny of Enployess

Training of emplovess do=t oot constituie “use of ocoupancy,” unless the souctoe is
inteoded o weTve 23 4 commercial Faining facility. Asswmung the strycooe i sll weder
eomtruction and ao pant of it i yet ready for the production of commercial-prade oulput, or
income, oeining of employe=t at the fauility on how (o we and nepair the equipment will pot
disquatify the struchime for te By exempdon. Such training, if cyemtial o making & new

facility ecemamical(y vahle omy be viewed a5 an analoges o aettstacy tesfing of
equipment. Cooversely, elipibility for the exempiion ends once any pact of the faslity is
compicted and ready for the praduction of comnercial-prade output, o income, Tegandless of
whether additional training would improve or expand the ceopormic potcntal of the faclity.

YL  Stewing of Merchandke

Agzin, avuming the sructure it sl undsr construction and not yet commercially
viable, swwidg of merchandiy @ the sucture merely 1o tor the compular’s sxting, storing
and refmieval mechanisms doey ot pecesAnly constitals “wse or oonupmpey” for purposes of
ORS 307.230. This nswer, g3 the answers 1o the two provioys quastions, depends groaddy
on the applicable facts and, in partrcular, the exsentiaf purpose of the Belity, The atsetcer
may witll wish 1 ak for further deqils concerning why the physiczl somcturs is not yat
ready for commerncial v and why the testing, TRining and storage iy peccymry (0 make the
structurs reudy for commersial use,

The conns bave oot pet prorvided guidance regarding the eifect of storage that is nol
part of “testing,” but rather it essential “pre-siecking™ that is peezsstary o make a facility,
such a3 a distribution Baclity, rady for commerial use.  Howewes, we beliove that the
courts would hold that storage may be cvidence that the strectore is eoomomiically viable,
epdally if oot of the pmpozay of the stiepare 3¢ trage. Thus, even asmming thar the
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ﬁnhwﬂhun;muwmdfwﬂmﬁuthummufmmmemdhsﬁummm it is
Likely that the curts would hold thas such pre-mockdng itself constines Tuse OF Bocupancy”
that disqualifies the suchure for the cxemprion

You have aakedd, in your letter of November 17, 1995, wwhether, under the CTP ax
exemption, "disoibution® and “shipping® could be duly characierized as the orly intendod
end-purpose for the Targe: Stores facility being buill in Albany. We crnet Such
determpinations lawifully mest be made by the county assessor, in the first instance, and by the
Drepartmeatt of Revenue, in viswing any nich decsion. Moreover, as the courts have
warned, mmummMEbmWhmmaﬂumﬂmW

2lter the conclusicn,

For example, it wowld soem thal & distobution conter, oven onc that siores goods only
briefiy, can al)y be & warchouse, Indetd, on page of your letler, pou write:  “Taorget's
Monhwest Digrbution Facility iz not desipnsd mersly to "sarchouse” poods, but mather v 2
sexte-of-the-zrt "Distribotons Center” dedyned o distribute prodects o romil spores. " Thus,
2t least one of tee commerrial purpoes of the srechie will be o werve 25 3 warehogse, 1L
should Fatlgme ke, that pee-stoclang, beyﬂndmuwhj:hi:nmqmmmefadﬁqr
aqmpmmmnuhumdj.wmud constifule "use of oocupancy” that disqualifi=s the fGnlity
for the cxempticn. .

VII. Treating Manufecturing zod NopJviaoufacturing Facilitiss Differently

The different treatment accordsd o non-manufacturiog facilides with respect 1o
eliFibility for the mancellation of assessment for commersial facilides pader congtructon is
purely a predoct of 2 policy choice of the legizlatere, but undoubtedly reflacts differsnces jt
perosives in the adminismation of property @x lawy for manufarturing and noa-maoufacturing

at Eaclis]
¥II Efect of 1995 Mulinonwmh County Decrian

The ey point of the ax court decixion in Mulmomeh Couny v, Depr. of Rev,, 13
OTR 223 (1995}, talatas to the question &f severability. {Tnder the ruling in that mse iF ey
Rzt of the swucture is used or occupied for commerezal purposas during the peyiod in
question, the entire Rcility loses i qualificxtion for the cancelladen of the asssttment.

iX. Compare and Cootrast "Use or Ocrupancy® o ORS 285,957 with ORS M)7.3M
"Use or ocnpancy” probably has 2 penenlly similar mezning in both QRS 285,597

and 307,330, although there rre some obvious differences. o ORS 287 597013 *use or
occtpancy™ of “qualified property”™ is 1 qualifying condition for the exempdon; In ORS
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37330 "use or ococupancy” for commereial purposes dingaliGes the property for the
sremphion.,

Also, in ORE ZB5 59N 1)h), the exemption may apely even if ooly 1 "portion of the
property fon which e exeroprion it sough? was in vie or songRacy oo Ly thag Angust 31
of the @ax year for which the exemption is soupht.” In contrast, as ooted above, tse or
ecorpancy of ovon 1 pat of the faclity disqualifi=y the propenty for cancallation of
aecesement under OBS 307,330, Obviemly, in the first Law, the aim iy b oonmage oy
ocrupancy. In the secood law, the aim is ko shelter the property coly during the constroction

phass,

In OES 735.5397(3)(c} and (d}, the "usz and occupancy™ requirement nelerey oy tha
timimg 6f the aplicabcn and quelification for exemption. Mo exemption shall be grzatsd, If
the property was in a qualifying "use o oocupiney™ more than wche months procediog the
first &ax year for which the appication for extrprion wat made or if the property was oot
used or oooupind in e tax yeir immediately following completion of comsmuetion .,

ORS 285.557(6) extends the application period, during zod after the first year in

which » @z exemplico for the frm's inidat investment in qualified property was gpproved,
for butahesttas that have increaced doe pumber of employees of the firm by 10 percent within

the egterprice zoas not later than Adporer 31 following the tar year in which the zdditional
invettremt in qualified property was compisted and the firms mest the applicable
reqjuiremenns of GRS 287,597 and 285600 to 285.615. Use or oocupancy is caly wdireetly
relcvant in this paragraph.

This advics i3 provided for your official uee oaly and may oot be wiad oo pelied uwpon
by anyone other than officers and employess of the State of Cregon and the Tax
Conzervaticn and Supervising Commission of Mulmomak County. However, T == no neason
why this advice should remafy eonfidensial, should you wish 1o discloss it to others. If we

may be of fmther assisance, please zdviee.
Sinceraly,
(B Mz

Eobert W Wy
Aderoey-in-Charps
Tax and Fimnes Soction
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DEPARTMENT OF JUSTICE

TAY, CHWTEHH
by Sne Wy Bankdeing
Sakpm, Chregee 97100
1l 13001 37BN

Janagary 6, 1383

r. Gleon CoXen
ndustrial Sectlon
sedament & Appraizal Diviaslon
56 Revenue Building
—alam, CQragon

Re: Property Tax Exemption of
Pallution Control Facllities
under QRS AD7.40%

Dear Mr. CoXen:

Your reguest for an informal wpinion, dated October X9, 1983,
presentad thres guestions invelwving treatment of the pollution
control ad Yhalotem tazatlion eaxcmptido under ORS A0GT.405. Since
one of your guesticns ineslvwed an iggauve before the Department of
Rpwende, In the Matter of the Appeal of Reynolds Hetals Company,
opinlon apd Order Mo. ¥L B2-1200{A), I wanted to raview the
Cepariment's opinion dated pecepker 3, 19E2 before responding to
your reguest-

FIRET UESTION PRESENTED

Fhould the exemption alwetion for pellution control eguipment
from ad valorem taxation B baged on annual value montribarion ta
the unit=-pf-property or b Based on certificate amount for eash
yaar #ligible?

ARHSAER GIYEHR

The sxemption ¢lection for pollution control eqguipmant from
ed valorem taraticon ghould Le based on the market value conktri-
bution to the unlt-of-propecty.

GISCUSEInH
In My. de Loota's opinion letter of Jupme 21, 197H, OF 2239=Y%,

the duestion Wwas asked whether the percantage figures certifjied
by the Enviranmantal {fuality Coomisaion applied to the sagezaed
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valug, marker value or coet az llsted =n the pollution contecod
facility certificate. In regerd to that question the Following
absErvations ware RAades

"Tha county amaessor ls nob bound by the oost
of the facility in determiping its true cash walus.
The ooEb mAay e the tyue caah valua in the firet
yeayr of apaezament, But the assassor may allow de—
preciation or pbealescancea in wvaluing for ad valarem
tar purposss in subasguent Yaars. The statubory
directien ie, of course, that property be ansessa=d
at ita "true =aszh whlve", which ia further defined
vunder Oregon law to By "market value'. ® % % Thara-
fora, I interpret ORS 207.405 asy requiring the per-
centage certified to b& applled to the trus cash
or markat wvalue of the facility, in lts statement
that the facilities "are srxampt o the extent of
the highest percentage.'"

While npot having ressarched the leglslative records, [ conour
with your opinion that the legiziakive intent must have baen Lo
exeampt epeclific pollution contrel equlpment from taxatlon (vary-
ing apnually depending upon what the tax lishility would octherwise
bel] rather tham grapting a copstapt exemptlon amount apalisd to
the total plant taxmble value. T apply an exemphion amounk
either greater or lesser than the currapt market value of the
gpecific pollution eopatrgl aguipment would deviate from this in-
tent. This would chvicusly occour where a constant amount ia ex-
empted each Year from the tobkal trvie cash value of the industrial
plant's machinery and equipment and audh totel true oaeh valua [in=
cliading exrempt pollution eontrol equipment} chandgex €0 reflact
the changes in tha market valud.

Where the exempted amoupnt repalne constapt and depreciation or
cbroclescencs have occurred £o the pollution control egquipmenc, the
resulting «ffect would ba to exempt tazable property, and “There
i no providfion in the law for any of the amount actually carti=-
Eled aw & <ottt and actually exenpt to be transferred to or applied
ty ¢other propecty or propecties.” Opinion letter of Mr. de Looze,
December 2, 1969, OF 113Z-V. Likewise, if the market valums of
the polluticn econtrol squipmsnt increages through inflationary
foroes Or Sther meana, a constant exemption armount would depeive
the Laxparyar of the full exempticon entitled under the atatute.

SECOMD QUESTIGH PRESEHTED

When the coupty board of egualization, Department of Revenue
or Tax Court alters bhe walue af an indeztrial plapt that contains
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martified pallotion eontrol eguipment and thers id no taxpayer’s
testimeny partaining to the valuye eontribotion of said equipment.
im the adjusted value to be allocated bto component categsries.
ingivding pollution egqulpment?

AMSWER GIWVEM

DISCUASION

Thie Answer follews tha abave answer. The true cash value of
axenpt pollution fontrol squipment will probably vary from year
to year aw Will the taxable property of the plant fasciliky. Each
year the proportion that such exempt property represents of the
tokal true chsh value of the plant will Likewize wary. If the
board of equaliratison, Department of Fevepbuos or Tax Court Aekar-
mine the truese cagh value of the plant fagilities which contain
exempt pollution ooptpol eguipment and there is no evidence re-
garding the krue cash valus of Just the sxempt polluticn control
equipment, the Department has po other method than to determine
the exsmpt value basad upon the vost recent accaptable deter-
mination of apportignable contribution to the Sotal true cash
walle,

Az with the applicaticn of a constant examptlon amount,
applization of an exepptich amount which does not refleact the
game method of appraizing asa used for the rest ofF the plant
facilities {aven though this method may e & compromlses bBetween
the taxpayer's cethod and the Department's) will elther effac-
tively exampt nonexempt property or deny the full exemption bene-
fita ko the tazpayer.

THIED CUESTION PFRESENTED

Should the pollution control exempiisn amount ke deducted
from the truse sash valus or sggezasd value?

ARSWER GIVEHN

Pellvtlon contrdel azemptisne should be deducted from the iruwe
cash value prior t¢ applying the asseazment ratio.

DISCUSSION

Thiz izsue waa addregaed In the Mattar of the Appeal of
Reynolda Metals Company, Opinion and Order Ho. YL BE2-1200(M]).
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dated December 3, 1982. The hearitg officer's opinion, with
which I roncur, im attached.

While the instant issue was not addressed in Hr. de Looze's
opinlon . lettery &F June 21, 1978, referenced pbove, that opinion
did mddreze the issus of how to ApPlY more than one exempbtlon o
properey, and concluded that exempiions ehould not "double up. ™
By applying an aszesspent ratio to the total trus cash valua of a
plant's facilities, including exempt property, and than subtrract=
ing tha arampt property. a form of “doubling up”™ and "lavaragiog”
OCCUrE+

Ferom the language of Opinion and Order He. VI 82-1200{A), it
appears the taxpayer asrgued CRS B, 232 to esupport the double use
al exempt propertyrc

“All real or personal propsrty within =ach county
shall B¢ valued at 100 parcent of Lts trve cash walue
and phall be asasazped at a percentage of lts Liue cash
value ag provided in ORS A0S, 1E0.7

Howewver, RS J09.160 provides that praperty on a1s3essment and tazx
rells shall be divided inte homesteads and "all other locally
assess5ed taxable property" to which the aszezement ratbtics are

2pplied. It can be arguad that the intent was ko limit the
spplication of the assesament ratios to taxakble property sxciud-
lng axzempt proparty.

Thie letter iy written at the ragquest of the Department of
Revepnue fob the purpose of assisting the Cepartment of Revenue in
the interpretation and application of the tax lawa. It ia not a
formm]l or official opinion of the Attorney Genacal.

Eincerely,
£
Janes C. Wallaca

Ajfistant Attorney Gemeral
Tax Saction
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& rPanpE Sl EEl ﬂ:‘b BT sTTImENT GLLA AL

DEFARTMENT OF JUSTICE

CETIRAL OCATHSEL BMYIFIGH
Jumua Fulbiior
Sam. Dyepeg 3TMD
Trirphooe 1385 170-F70K

Julr )11, 19dH

Pete Burnaell

Yaluakcion Fectlon

Azzeszszment & Appralsal Division
254 mevenus Bullding

Falem, OR 97310

Fa: PFollutieon Control Peacilities Praperty Tax Dxemptrions
FLS0=30]1—-4=-01118)

Dear Mr. Burnell:

¥ou have acked for clarificatlion of my cpinion dated
April 18, 13B6, izsued Eo GClenn Caxen, cuncerning the
availability of &2 poallutlen contrel facility propecty tax
edemptisan f4r & fAoility which 18 inop#cikive. In that opinicn
I advised that & pollution conbrel Facllity must be in use and
orerakting in order to continue o be gliglbla For property Eax
exemphtlon. You have specifizally asked:

1, A%t what polnt during the year pust the aggegzmor
determine whether a polluklon conerpl faellity iz in osme and
operdtiaony The aAgzesszor puect make thiz debermination as of

January 1 pf Ehe agsessment YeAl.

2, H#her la rthe effect on the exempk skakus of a pogllucion
corbrol facility which |3 not apezational from Octobar 1987
yntil Sektober 19887 The EFacility i3 sublact to taxakion for
bhe 1%F8=89 tax Year,

hizcussion

I soncluded in my apeil 18, 1986 letter Eo Glenn Coxen
that 2 plant clogures constitutes a change in uvge of & pallution
control facility EFor which Ehe pggessur may deny sd valarsn tax
exemption. Your gquescions concern the timing of
disgualificatiaon if a pollukion contcol facilicy ceases

b0 336044 [Rves, 24007
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pperation. ORS 311,419 governd the effect of B change in use
of property opn it3s taxable or exempt status foc properby Lax
purpeses. ORZ 311.410 provides in pertinent parck:

m{l)} Rexl property or perscnal property havwing a
gratis ma guech on January 1 which 1% Aubject to
taxat{on on July 1 shall remaip tagable and taies
levied tharegn for the ansuing fiscal ywar zhall
become due and payable, hotwithitanding any
subzeqguant transfay of tha propecky ko an sxampk
evnership or usa, Real property sxeppt from taxation
en July 1 ahell remain exempt fOr the ensuing flscal
yaxy, notwlithstanding any transfer within such year
*o a Larable ownership or uEe,

wk & 4+ ¥ W

"13) Real or perscnal property la exempt {f ir
ig transferred or changed £rom a tazable Lo An epxempt
ownershlip or uae at any time bebvween Jinkary 1 aad
June 30, bath Llnsluzive, of any yearp howvaver, 1f
guch prapecty lg exempked under any provisionm of
oRE 367,000 o 307.4650, 307.&50 and 297,330 which
requires the Flling of a claim for exemption, the
transfer shall not operate to réander such property
axempt [rom taxaticn for such YeAr unless the
required claim for sxemption is filed on or before
april 1 in such year or within 30 days from the date
of acquisition or change of vuse af the properky,
whichevar iz Lthe later,™

Pollution centrol facilities which enjoy & propecty tax
axedption obtain that exenption under the provisions of
DRS 307,405, ORS A07.420 reguires the owner of a pollution
cantrol facility which 1z #ligible for property tax exzemption
ko file on Aprll 1 of sach year a statement wikh thea counky
aszasgor, stating that the ownepship of all progerty included
in the pollokien control facility exempilon certificate and its
uge remalin unchanged., In the Fack situation you pose, a
polluklion control facllicy ceases operakieon ip October, 1387,
The Facility does not bedin opetatian again untl] Qckeber, 1908,
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Fage 13
July 11, 15584

Under the terms of QRS 3:11.410, the Lazables or exempe
status of Lhe propecty is to be determiped az of January 1.
Seo Alno ORS 308.210. If the property ie oot in ose an
Janusry 1, it ia nat sxempt from Ltaxabtion. If the proapsrey
conbinues o 1lie idle after June 30, 1986, it 15 subjeact ko
taxation for the 1908-89 tax year. The Jact that the facllicy
iz put intc operation again in October, 1908 dees pnot change
the fact that It i3 taxable for the 1588-§F tar yeart.

If the property iz in uzea and oparation again on
Januwary l, 1%8%, the owner files the negessary statepent
reguired under QRS 307,420, and the use and operation of the
facility concinves afteg June 30, 1%8%, the propecty will again
be sxempt Eor the 19E%-50 tar Ye&r.

A5 ngted in my leeter to Glenn Coxem aof April 1A, 1%686&,
the evegquiramant that the pollution control facllity be in
cenbinuing use and operation in order Lo anjosy properky kag
exemption ia indepandent of the exiatence of a valid
cArtificate From the Environmental Quality Commigsian.

Vary trely yours,

sl ot te e
Elizabeth 5. Stockdxle -

AtEoEney=in=Charge
fax Saation

E5S5:gaudflE02E
co: Georgs Waber
Mithael Busteon, AIC, Hatural Rescurcas Section, DDJ
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Certaflcare Ha ﬂ__

Singie &l Qrepom . —
DEPARTMENT OF ENVIRONMENTAL QUALITY Datr of luue q

Apgtleawwon Mo, _T-1652

POLLUTION CONTROL FACILITY CERTIFICATE

toraed To: Loeniipm of Pollilion Conbrel Facidr-

SEayERn Canhing Company Cooprrative
DI0 W. Waghington Straet Stayran Flant e, 1
Srayean, Q-eqon 971R Floar and Sharlia Fary Propacty

Stayton, Gregan

A [0 Lemer @ (T

esciplion of Felhuiss Conirol F sty
The Eacllicy is an ertenxzion toc AN EXiECinT wairfe woter irrigation mainline
conaisting of 2,000 of 107 teansite pips ard associsced bucrarfly control

VALYEE-

Trpe +f Pobudas Canwed Famlty: [ A [ Bouae N Waer [ Solid Wavg [ Harardous Whate [J Used Cal
[ Dalr Pollutien Contra] Faalty =as completd Juns 17, L1381 “Flaced W cperaten: June 27, 1983
Artual Tzl of Pollues Copangl Fasihicy: F 25,812,928

Tarcen! o Sewial coit OOEIT LLoCAbbe t9 pellullm <PalmH:

44 peccent ar areE

Piged Lpsh e Imformatlcn conlalned tn ihe apeliciiuios Telereoces whainh, ithe Emvironmerial Quaalliy Comumisdh
certller Ehar ehe faelblcy dessmbed hesen wet erecled. eorfimeewed oF raled Lo Sirdicge weith tRe requiTemsend

of ES AHITS and pubsstivs (1b of QRF 454.16%, ol L devlgned Par, amd 1 being comraled ar wdll coerac: &
tubalansial eXEen §o7 Uhe purposr of presenbng sracalllng of reduatf wir, water or Bose poliviios sromebd e,
mamnpdoun wannes or used DU med Lhat |6 0 pecemary 16 taclely fhe inlenis kad e of QRS Chaplers 134 450
467 ang 468 ahd PulE WHMACEE LB EREuRdEP.

Theeetore. Wit Polluteen Contrd Faality Sectiflcate b Bnead by date pubbier s pampllames wiis the matuies of G
Ceate &f Dregon, cthe repdbabiors of Lhe Depacioent of Enrimirmencal Cually ssd the falloweine jpecubd eoedibioos:

L. The tacliir shall ke seminemaly soeraled sf saslmum efficsensy far ihe dealgmed purposs of prevesund, caf-
rmllung, ard redeong ibe 1rpe of pallelioo o andiled Love.

2. The Depercmenl o Evimnsents] Susltr ehil ks ienmedesfely ssuiled of anr proposed change o ape w7 Mdzhed
ot nperaiaon of Lhe laclitr and if. ToT any rewsan. Whr PRasloy Ceares b opethle dar 14 berrsded poluiEon conSs]

TRUETOEE
3. ARy repers cr mendtorsng dale reouested by the Decarreens of Fpvirtomesiel Goallly thedl s promotly obovided.
KOTE — Tha [aeilcy deserised Refgag b fedl glopiBle 18 receive faz eredld eertilicabon 33 an Enerpgy Chnstr

thmn
Feclny preder tha ciwwidens of Chemied 313, Ghepon Law 137, IF tng perion wsued the Cerlbnta #lech
Yy Bake Lhe L2 cresdil reled wnder SRS TIRGT 4 JLTATE.

s
a=aE E. Petéerten, Chairman

App by lhe EAviMWUMEALE] ihealify Coamluicn S

the _ JAER  goe o FRDTWATY n B

il
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HARDY MYERS r 10ES Cowt Strnal HE
ATTORHEY QENERAL et Zalem, Orepon #1310

FAR: {300 FH-h100
TOD: {500} 3735031

DAL SCHIMAN -
LEPUTY ATTUAMEY GEMERAL Tedepbewe: (HIT) 3T-G060

CEPARTMENT OF JUSTICE
GEWERAL COUNSEL BIVISHIN

Decamber 12, 1997

Mir. Tames W, King

Asseseient & Taxabon Standardy Section
Property Tax Division

Departrent of Revenoe

Salem, OR

Ez:  Request for legal opinion regarding Cregoen Laws 1997, Chapler 519, Sections
5 and 6: Late Filing Penalties for Industrial Property Retums
P File Ho, 150=30%-GT0457-97

Drear Mr. King:

Thig letter i5 in respanse 1o your request for advice regarding penalaes for delinguent
property rafums.
Oregon Laws 1997, Chapter 19, Sections 5 and 6, changed the late fling penalty for

tazpayers who file only personal preperty miums (Secfion 51, but not far laxpayers who file
real property refurnd or terums reportag both personal and real property (Section &).

Curreatly, the counties send separzie rems for cach real and personal property
account Lo taxpayers. The department sends a combined personal and real property ratumn
for every accouat of primary and sscondary industrizl property located at one Sits, 1ogcther
with a ¢over letter idenufying the different acoounts al the gl and insiructing the axpayer 1o
file a return for each account located al the site.

~ You indicated that the conntics and depantment are considering the wse of & single
combined return for every account of any and all indusimal property.  You ask:

Would soch 2 form allow the counties 1o apply section 5 penalfes 1o each
personal property aocound and seetion 6 t6 each mal property account lecated
at a given site or complex?

_ The shonl answer i5 that section § penalties may oot be assessed where real property
15 rtportd iR the retum.  Fenalties arc assessed per delinquent returp, not per delinguent
#ccount. Section § penalties apply o delinquent rerumns reporting only personal property. 1f
:mmbin:dmumisusndandampﬂ}':rr:pnmrmlpm;cnfmlyu:rﬂlandpm::n:l
property, then only sechion & penalties may be imposad for latz filing, The same is trus
regardless of how many schedulbts, acogunts, or locations are reporied in 2 wingle retum.
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Alsg, you should note that, excepd for primary and secondary industnal property
which has been delegated to the county for appraisal, the wse of combined returms by the
countics, which you are considering, will require modifications 1o ODRS 308.2%0.

With regard o Lhe departmemil's combined mium, you alsoe ask:

Docs the penalty provision in ORS 308.2%5 contemplate the penalty be arplied
oo exch account Tocated 2t the site of o 2 site basia?

Penalties are astessed for delinguent retuens.  Under ORS 308,235, penalties an:
measurad by the amount of assested value of "the property,” presumably including all
propesty in fach reoun which is reported or filed lare. Under sscion 3 of Cregon Laws
1997, chapter £19, penalties arc measured by the amount of tax "aticbutable ko the tasmble
personal property of the txpayer,” but, presumabiy, limited to the personal property whith
is reponisd lato.

Although you have not asked me to addeess this issue, it is not clear whether countics
may require & separale retumn for esch personal and real propery acoounL IF they nay, then
penaliies may be assessed per delinquent ratum for each account.  However, the combined
returns currerly used by the departtient for primary and secondary industrial progerty
require reporting for both real and personal property, presumahly, in most cises, In mom
than one account. Sinlardy, it is nod clear whether the depanment may require 2 séparate
combinad return for each stic or Jecation or for each account. 1F it may, then penalties may
be assesend per delinguent retum for sach site of for cach account.

LAV
Cregon Laws 1997, Chapter £19, Section 3, provides as follows:

SECTION 5, (I} Each person, furm, corporation or association required by
ORS 308.2%0 1o fil2 2 retumn reporting ooly faxable personal property, who of
which has net fled a retum within the time finsd in ORS 308 200 ar a8

eaicoded, shatl be subject to a penalty as provided in the seclion.

(23 A laxgayer wiho files a retura Lo which this ssction applics afier
March 1, or aficr Apri] 15, if the xpayer received an extension, but on or
bafore June 1, is subject to a penalty oqual W five percend of the [(AK
atiributable 1o the @rable personal pooperty ofF the laxpayer.

(3) A xpayer who fles o mium o which this saction applies afler

June 1, but on or befors August L, is subjedt to 2 penalty squal 1o 25 percent
of the @x atritutable to the @aable personal property of the taxpayer.

1N 2010 (R 2-1)




Mr. Jomes W, King
December 19, 1997
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{4} A taxpayer who files a retum W which this section spplies aRer
August L shall be sebject W a penalty equal to 100 percent of the bix on Ge
renm,

(51 If a delinguency penalty provided in this saction is imposead, the @x
statemenl For the year in which the penalty is imposed shall reflect the amwwnt
of the penalty and shall constiute notice (o the RIpayer.

The pertinent parts of Oregen Laws 1997, Chapler B19, Section 6, provides as
olonws:

SECTION &, QRS 308.205 is amended to read:

ME.295, (1) Each person, finm, corporation or association roquued by ORS
E08.290 to fils a reburn, other than & eluta eepociing only taxable personal
property, who of which has not filed & refum withio the Hme fized in QRS
308 2% or as extended, b5 delinqueni.

(7) A delinguent xpayer ic subjact o0 & penalty of 31 for each 51,000
(of fraction thersol) of assessed value of the property as delenmined ynder
ORS 308732, bt such penalty shall nof be less than 510 or mért than 3250,

(Emphasis added.)
DES 308,20 1)), in par, provides:

Every person and managing sgent or officer of any firm, corpomton or
association owILng, Or having in posseition o¢ uoder control taxable personal
property shall make a return of the propenty for ad valorem tax purpases to the
asemszar of the pounly i which such property hat its situs for taxabon; "7".

ORS 308,290 1){b) provides:

Every person and the managqng agent of officer of any firm,
COTPOrALON O 2330ciation owmng or in posscssion of taxable real property
shall make a retum of the property for ad valorem 3 purposes when so
requesied by the assessor af the-county In which such propenty s sinoted.

In 1991, carrent subsection [4) pf ORS 308290 was added. ORS
0827904 (a) prowides:

RIS e 2401




Mr_ James W, King
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Page 4

In lieu of the returns required ynder subsection {13(2) or () of thix
raction, svery persen * * T owning of having in posststion of under conaol
taxable real and personal property that is either principal or secondary
industrial groperty a¢ defined by ORS 306 126(1} and it appraised by the
department shall file a combined refurn of the meal and personal property with
the depariment.

ORS 308,290 4)(d) provides:

Il the depanment has delegaied appraiml of the property to the assassor
wnder QRS 206_12603), the department shall notify the porson otheradse
required Lo file the combined return under this subsection 28 stom as
practicable afier the delegation that the combined refum is raquirsd 1o be filed

wilh e COunty assessor.

DISCUISSION

Price bo ihe 1997 aaciment, effective beginning the 1598 mx year, personal property
refurns were 2emcssnd the e delinguency penaltes as real property fetums. The 1997
change created different delingquency penaldes for axpayers "required by ORS 308,280 10
file 3 refurn reperting only xable personad propecy, ™

Currendy, the law docs nat permit countiss i uss combined rétuens of taxpayses o
sl combined to county assessors, unless the depariment has delegated appraizl
tesponsibility for primary or secondary indusirial property (o te county asscssor.  ORS
308 290(4)(d)y. Arzuming change: are made authorizing counties to nme combined nehems for
all industrial property, but no changes ame made to the providons governing penaltes, then
penalties will remain asgesmble gnly oo the basis of delinguent rahurns.  Further, the phrass
*a renon repociEng only Goxable perzonal property” should be construcd 10 mean g mobarn
which reports eoly faxablc personal property, and only such reburns which are delinquent
may be asemed penaltes under secton 5 of Oregon Laws 1997, chapler 319, Other retums
which report real propenty of a2 combination of real and persooal property arc subjest b the
penaltics of saction 6 of Oregon Laws 1997, chapler 819, or ORS 308,295,

I have assumed Lhat the county practce of sending & refum for each account and the
department practice of sending 3 combined retum for esth asooaml at each Ste it
perrrussible. Howswver, the statutory taquirersnls for laxpayers 1o report taxable property
are not acoount or site specific, /e, Lhey do nof expressly megquire Wxpayers (o reporl
pruperiy on an account-per-refurn basis.
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M. James W, King
December 19, 1997
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ORS 308, 250( 1){a) recuires a txxpayer o "make 2 reium of the {axabke personsal]
property” "o the assessor of the county in which such property has its sits for laxaton,”
There is no express roquirement b file @ retum for each aceount of personal propetty. For
real property, QRS 308, 290{ I D) requines the filing of a return of caable /m=l property
when required by the assessar of the county in which such property is located, Both of these
provisions reguire the Bxpayer 1 file "a return” of all personal property and “a retum® of
all red] property om 2 county-wide basis. Similarly, DRS 308, 200{4)(a) cequires a mspayer
w file "a combingd eeturn® of real and personal property, and other provisions impliedly
indicate the combined retum should report praperty oo 4 county-wide basis,

Taxpaysrs may argue they have the Aght to reporl on 2 county-wide hasis, This issue
may affect the mazimum penalty which may be assassed for delinquenl retums which report
real property, ORS 308.295(3. [ bring thiz o your adention because it may affed pour
ponsidematon of new figrms for pow property cefurns, potential depariment rules defining &
‘remem” or property to be peported per retum, or new legislatdon reganding property mOLRs,

Flezss let me know if wou would like further advics on these matters.

NP W T, A Tl b, Tl & Fissch Lockes
W o |ROEN | LST
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HARDY MYEES
A Doy Loereers

BEFPARTHENT OF JUSTICE
GEMEFRAL OOURSEL DTVISION

Movember 4, 1955

Me, Bean Schmide

Principal Appraiser Analyst
Yafwalion Seclion

Propedy Tox devision

Cregon Department of Revenie
085 Comter Siteel H.E.

Ealem, DE 97310

Rt;: Industrial Personal Property Repoing and Assesemen
) File Mo, 150-311-0THE40.9%

Diear Mr, Sohumidt:

You have asked & £¢net of quastions relating 1o the cépaoting and acsecament of industoal

persenat propey. Your questions focus on siluations wheare pecsanal propenty molds, dies, and
jigs 276 leeld or used by an industrial ficn but swned by a third party, The Chepon Department of
Revenie is respansible ander ORS 306, 126 Lo the valualion of the property of the industoal
{irms in pessession of the molds, dies, and jigs. Your Qutions are restaled below, followed in
each instance by a boef apswer and a discussion.

1. Droes 1he depariment bave the aetbority to require siate responsili|ity fodusinial
companlos 19 report mokds, dics, mod ilgs to thelr possesion oo (he xounal fodusirial

property refurn?
Yoz, ORS 308, 20KdWa) provides:

Try liew of the renumns required under subseciion {1Xa) or {b) of thiz eection, evay
ptvson and (e managing 2genl of officer of any frm, comoralion OF associaion
pwhing oFf hzving in possession of under contgl Laxable real and perscnal
property that is eSther principal or cecondary industrial property as defined by
ORS 106126 (1) and 12 sppraised by the department shall file & cornbined refwn
of the resl and personal properiy wilh the department,

The refumns refered 10 in subzection (TKe) or (bY of ORS J0Z.290 are required for
taxphyers ** * ¥ pwning, or baving in poescssion or wpder centrel Lazable personal properdy® *
o ORS 308 290(I Ma). Subsection (Vb)Y cxpresses a similar filing requirement for real
property. Thus, the combioed indusloal relum desonbed iy OFF J0E2MHA] is in itu of separale
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rea] and prrsonal property retums by parlics owning of in possession of laxable real and personal
property. Since the personal property in question, mokds, dicg, and jigs, is in the possession of an
fwdustrigl tapayer, il must be inchided on the tombined indusmal property retum,

ORS 308.2%0{4Wb} provides that “[]ie contents and form of the retum shall be as
prescribed by muls of the department.™ Felying on this ubsection, the departmént may define the
nature of the wdustriad property refufo 1o inelude & saction on molds, diss and jigs ownied by
others, Requested information might inglwde the type of property, the gwner and awner's
address, the onginal cost, (he dale ol manufaciure, e date of acguisibon, amd an estunatc of
walus. Additionally, if the pooperty is potentially exenopt, such s property twned by the federsl
govemornt and held by a contracior for use as part of a defepse contract, the delailed filing
information may help avotd improper acscsament. See, e.g., QRS 367065

Subzecnion {1a) further provides that “* * * hewever, a0 ehween a morigagor and
mofgagee of 3 lessor and lesses, ibe actual owner and (he person in PpOSSESSI00 MAY agTee
hetwoen them es to who shatl make the retor and pay the e * * "% OFS 308 29001 Ha).

The combined industrial property refern deseribed in ORS 308, 2 MW 4Ha) is in licu of the
pereonal propenly retur in ORS 308 250 1%a). We do oot read the requursmeni for 2 combined
retumn to climinate the possibility thal an ownst and panty in possession may agres herween them
as 1o whe shall pay the tax. Howewver, the department may require the industnal @spayer (o
report all persenal propenty in 115 possession even i f the industeial faxpayer t2 nof wnmedoately
liable for the assesement, whether by agracoent with aother party or ctherwise. We
recommtndd thal, it cases wher a wntten agreement berwesn the property owner andd the parly 1n
possesnion is on fle with the county asgsssor, that the departrnent reguire that the industrial
return clearly state this fact and include the name, addrecs and county perconal property gccount
tumiber of the pany responsible forthe b

2. Does the depariment Rave ibe auibority tr 2dd the Real Market Value of Lhese
mds, dies, aed Jigs to the persoxal property acevaols of the companies o possession?

Wes. QRS 3021052 provides, in pertinent part, "Personal property naay be azscssed in
the naime of the ovmer or 0f any person having possesgion or contrgl thereof™ The department
should report the real mariet value of any asseszable personal property in possession of an
invdustrial taxpayer to the county agsessor, [T personal property sccount already exists in the
name of the industrial taxpayer, the vahue of the property in possession may be edded to that
scoount 1Mo personal property acooun? eaisls in the nace of the indusinial taxpayer, the
departent fmay ke sops o establish an pecounl for the xpayer with the cownly asscasor. We
recapumiend thal the descriplion, owaer {if kvowm), and value of the property in possession be
prevdded o tbe assessor in much the sane manmer a8 informaton regarding isased personal
property has been traditionally transmitted to the assessor, [n the event thal an owner has also
fited for this property, such information may help avoid double asgessment.
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3 Daes Lae department have ibe statulory authority to require the coooty assesser lo
assess thege molds, dies, and jigs to the vomprokes in possession?

Yeg, previded thal the ascessor has not recetved an eleclion froo e party in pnsse:ss:mu
and the propedy's owntr mdmal:mg that the owner wall be responsible fer filing end paying the

tax. ORS 306.115(1) provides, in perlinent part:

The departrnent may do any act or give any orfer (o any public ofeer ar
employes that the department decmns feeseary in the admunisiralien af the
properly tax faws 5o thal all propestics are taxed or are exempled from faxation
atcording 16 1% staiules and Coastitutions of the Stie of Oregon and of 1he
Linited States.

As discussed above, personal propedty may be agsessed 1o the parly in possession.
However, the controlling stanie, QPSS 308, IEI'S{Z} requites only that perconal property be
asgessed I the owner or the paaty in possession. The domtinant mode of the slatute ix that the
properly must e assesced lo someone, 11 the party in posseszion and the ownet agree that the
cwnier will file and pay she 1ax, and wrillen nolice of this agreement is filed with the assessor, 5o
lang as the owner follows through and pays the tax, RS 308,105 has been satisfied.

ORE 308 2001 1)(a) provides that, as beiween lemaecs and 1essorg, and monigagees and
imorigagors, slop more generally described ac “the actuat owner™ and “she pany in pessession,”
they mLay elect as lo who will file 4:d pay the fax. This cloclion 15 binding on an officer in
eluawge of the roll ¥+ * * whe has notice of the elecdion.”™ ORS 30E 20K 1Ha). Therelwe, in 2
oase whiere sueh an election was made in woling, the department would be without aulhenty 1o
arder the assessor i coptravene the watien sleclion ¢f the partics. FHowever, abeent such an
election, M the assessment rol| elid 1301 reflect (he coorel value for personal property in e pame
of the party in pozsession, the departrmed could izsoe an ocder lll'ld-'!:rlT-S SUPRLYIHODY POWES

direling the assessor to correat the ml|.

4, Does the depacimenl bave stato bory aothority to a55ess unreported rolds, dies and
figs a5 omitied property lo the compagy En possesslon ¥

The department has no direct avthority o assess ndwstrial propesty. However, O
department may notify the counly assessor of itg belief that properly hid been omitted from the
asspssmend rolls in previous years. The assessor may then precsed to assess such property as
provided by QRS 311,216 &, 1, Consizient with our pnoc distussion, the propeaty iz
assessable to sither the party in possession of 10 the cwmer. Presumably, if the property ie
tAmilted, fo wTiten spreement between the ownes ard the party in possession is an ke wilh the
assessor, In thadl case, the psseasar {at the depanment’s dirmction) is cnlitled to Send nodice ol an
tnbenl 1o estess cmitted property o the pany in possession &s provided in ORE 311.213%. The
notice of imlent 1o azzess ™% % ¥ shall be given 1o the person claiming L own the propety of
CLCUPYinE il of ity posgession thepegl® * 2" ORS 310219 {omphasis added), Dunng the 20 day
perind after patice 35 given, Uie notifiod party i entitled (o appear and ' * * show cause, if any,
why Lhe propexdy should ned be added to the assessment w12 mol] asd assessed o such
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peson” ORS 311,219, The schow cause heanng under ORS 311,219 prewides a reasonable
apportunity for the party in possession of the oraifed propery to provide additional mformabon
pheut the propezly or olber polentialty responsible parties.

We trust our answers have been respensive 1o your mequests. [ we can be of fucther
assistance, please advise,

Tax £ Finames Saction

DhLC-dme O EM3 R
[ Pk W, Hur, AHC Tez & Finaom
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Be: Audit Authoricy
D Fide Mo, 150-301-GTOLH6-98

[ear Drean:

Yeou bave asked of 1o ceview 2 memomadosn from you to Grant Merrill descrbing 2
proposed Indostrial AodieReview Program, as backgrownd w thres degal questicns. In the
neme ¥ou pome thal, with the passage of Measure 50 znd the cepeal of the reguirement in
ORS5 308 234 thar each paecel of praperty be appraised =t least oree overy 505 years, the
depariment is seeking ways 1o make the best use of a8 appraiser’s time.  Oog proposal 15 ab
imductrial audit program, which has Been suggesied 48 2 pilot project for the curread year.
Presumabdy in lieo of an appraisal of all 2coouats, the déparumsnt will feview the accounts to
ideatify those with valwasion isswes. 11 will then seod appraisers toozodil identifisd propenies
to foout o retolving those specilic ssues. Given the forcgoing, you ask: What is the
depariment's autherity to combuct audils of industrial propemics™ Docs an audit meed the
legal requicements of an appraisal? Weald such an asdil CORSOMUTE A0 excLplion (o
adjudicated vialue yader OGRS 309, [15{3)7

Brief Answers

Although you have oot defired exacrly how you will conduct the audit, we hiave mo
doebr that the depacimant may conduct aodits foo purpoeses of valwiog indusirial property.
The depariment by rule may zuthosize audits to assist it 10 annally valwng cach indusorial
propermy 2l 100 pereent of its 1eal market vabwe. Without a definition or specilic deseripeion
of dhe audit methedology, we cannod say whether the audit would meet the legal requiremenis
of an appraisal, such as these specified in ORS 308411, An audil would constituce an
exnceptien 10 the adjudicated value limitaiion of GRS 309.115013 only if it assisis in 2
reappraisal of the valee of the property which is part el & "routnely scheduled eappraiszl
vieder ORS 3061237
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Drizcussion

Oue=tior 1: May Reveaue conduct audits of industrial sies?

¥ou have noo provided us with a spetitic defimmien o descriplion of the gudi
arliviry. Webster's 9th Mew Collezizit dictionary defines “audic” a5 "3 lormal examinztion
of an organization’s o individoal®s accosns or financial simeation.” This invphaes o process
of gampling &d waing of hnaocial isfennion and accountiog sysiems o} #9ablich the
acruracy of financial information in conforminy with genecally aeeeprad aciouming se2pdards.
An “awdic® for ad valorem s purposes has no spectlic meaning.  Like financial zuditing, rax
auditing could be limited 1o the verification of the aeeuracy of hooked ac reporied figures. It
could alza ipvolve an valuation of a limiced number oF irems O groups of iems
Adrernagvely, it could eneompass & review of everything in the plaot, with the iotention of
potentially expressing a oew opimen of vales  Hewever, your memorandum 1o Gram
Memill states these examples of proposed aodits of indusirial facilines- checking for
addinigns to and retiremeqs of propeny thas should kave been repooed oo the indusirial
properey return (IPRY; caview of the apcogecy of the cost of the additiens, where hieh cost
net addilions have been made ta the propecy; review of 2 wide variery of 15sues an accouons
that have been marked For review durinn he (PR processing.

There s oo question bel thi the depariment may <onduct such aodic acrivilies. “Taos
departnenl may 40 any acl * = * =0 that all poopesTies are mxed * ™ " aceomdine o the
Staputes * * * = DRSS 306.115{1). Revenue i respansible for appraisal of primary and
secondary induserizl facilities apd must annualiy advise the assessor of vabee for those sipes.
CRS 306,126, The depanitias: has iz dery o value each mdusicial properoy an 100 percetl
of its real marcked walue sach vear znd [ repoat this value to the assessgr. QRS 303,232,
"Real market valoe an al| cases shall be dececmingd by methods agd procedurss in accopdance
with rutes ndopeed By the Depoment of Revenne. ™ CHES 308 20502 Moreover, (he 13w oo
Ierger reguires a physical apprassal at [+2% omee every sIX yrars insiead, “fe]ech parcel of
rea] properry shall be appraized uging merthod of appriaisal spproved by the Deparmpent of
Eevenue by rule = ORS 308234, Clearly, the examples of acdit activiny Tigted iz your
mémerandum coold serve do eslablish the proper valuation of indusiria] properies, asswring
theeeby thay those propenies are “laxed * * * accorchiag (o the sranaces,”

Howewer, 1he stamees cequire the depastment o sdopc and approve methods of
gppraisal by muls. dehods and procedures Tor the valudtion of irdustrial propeiy ace, found
in CRAR 150-305 . 205-(D).  Section {4) provides:

{4) Basic information for an appraisel wiilizing the snouzl regarl method. Basic data
remally includes the following:

{a) Keponts of addition

(B8} Reports of relitements
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{c) Knowledgs of mistellanzgus technical and economic eondiions that affect walus
{d} Treoding Rtlocs

{A} Separawe faciors for yard improvernenrs, buabdings, and equipmént classified ag
real propenty shatl b2 deweloped,

{8} The development of the factors shall wihize dara published by che United Sdares
Drepartmenr of lzbor, the Sregon Beilding Construction Trades Council, and grher
soufces deed appropriate.

(Cy Dara devaboped by physical inspeclion together with dppraisiog a segment of e
tofal propety oF making 3 general revicw of the oial value under cemain
circumstances may supplement the data ualized in (A} above,

{21 Deprecianon allowarnces

(f) Feal marker value for poor yeor

IE fhe deparment wishes to employ audifs as pael of 05 ipdusrial appraizat peocass, i should
ameneled this e w express this policy.

Duestion 2: Does an audil mect (be Jegal requirements to be an appraial?

An appraisal is 2 valuation of the property. A5 noled 3bove, the law requires an
annual valuation or appraisal of indusirial properry. ORE 308411 presczibe speeific
precedures aod metheds for an industraal appeaisal. These include consideraiion of thy thres

mandard spproaches, masket, cost and income, W 4 vaélumion. They alsa intlwde aclification
to the vagpayer, a prelimioary survey, aod the oppounity [or the mpaver o elect whether
te produce Ninansial information in rensm for the wtilizanod of the iwctme appeoach wm value,
Howevesr, as recently noted by the Tax Count g Srummell v Bevenage (T4 39113, sbip ap at
7, "appraising is amam a5 much as science.” T T]bet assessor has discrenog 1o determine
which method most aceuraiely measures the value of the propesty,” The same may be said
ebout bow the information is gathered 1o supporfl o4k o more of the thres valuatoo

approaches.

£1 audit s ook an appratsal. Rather it is 2 method for gathering infommacion for an
appraisil. An appraisal consists in the analysis of the whole propermy w establish its real
marksr value. An audi parformead in conjenclion with the annual ceport aod annual
maintenance revaluation cpuld affect valuation in Two wiys. it cpuld reselr in a change in
walue pokely of the addivons and cenrements for the corrent pericd,  Alternatively, i1 could
resull in changes 1o value for more than curranl peciod addilions ard reticements. However,
neither of thess shotld be considersd 2 tue appraical unless the requirements of QRS
8411 are met. Waluation changes based solely on phyeical chinges in the propery, such
as additipns or rediremepts, gaditionally have not b2en Yiewed as 2 17ye feappraizal. See,
e.g., OGRS 309,115 (defining allowable djusunents to an adjuchicated value), Theselore,
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even 3f the regquiremenis of QRS 302411 are med, where the only valuation change relates o
furrent pericd propecty chanees, this is oot a reappraisal of the "propaery” as a whals,

Question 3: Dores an audit cpncel an adpudicated valos?

{JES 309,115 provides that 4 final arder of 2 board or coert shall a0t be chagg=d for
fove years with cerain exceprions. OF the exceprons listed in QRS 309, 115(3), the ooly one
relevant 16 audits of industeal propenies is changes in value &5 3 ceselt of a “{r]eappraizal 15
part of routioely scheduled physictl reappraisal under QRS 306.126.7 ORT 305 126
authorizes the deparument (o appraise indostrial factlities bur makes no mention of any oooripe
scheduls. “Routioe schedule” bisworically referred 10 the 1% year cycle formesly cequired by
QRS 308.234.  Althongh QRS 308 234 po topger contains any scheduele, it contuns 2
durective for the deparmment o promulgate orles ihar coutd bBe responsive o thes scue.
However, whateeaet the schedule preseribed by rule, the awdit wolld comstitule an, ¢xgeplion
i3 adjudicated valus ooly if it used 10 réappizise the propedty as part of rowinsly scheduled
physical reappraisal under QRS 306 [16.

We Lrust that this salizfactocily addresses your questoas. Il we may be of funber
service, please adviss.

Ripcerely,

Atorosy- io-Chargs
Tax and Finamte Section
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Dean Schmidi
Yaluation Sechon

Dreparmment of Revele

Re: Changsd Property Rano
D0 File Mo, §5-33-GTO4E0.93

Dwear Pean:

You have asted @ question pegarding e morrect procedure for caloulating the ratie of the
amg:mmmmmﬂvﬂmmm:awrﬂlmhﬁvﬂwmm;mmmm.
This ratso i called 3e * change property ratin,® or e “CPR,™ by appremsers at the Department
of Reveme, although that berm is not 2 statutony temm. The CPR is veed tn cakoubiting the
asdmim zesemsad value of Dew properly of hew DIPIovETenls M property, pursuant b ORS
ANE. 153, or the maxioum assessed value of properry hat o subdivided, partitiooed, rezomed,
mﬂuﬂ,aﬂdﬁmﬂﬁmﬁmmmmﬂmupﬂﬂmﬂhﬂﬂﬂﬂﬂﬂ-ﬁ&

Specifeally, you ask whether the CPR calolaion inchades o exchides the postion of
PrODEITY in & profety Lix eseunt that 16 el DEW PROpOrty o bW Inmprovoments 0 proparty.
partitloned or subdivided, rezoned, omitted property of disqualifiad from cxeraplon or gecid
gyrecemynt. o other words, should the existing, or base, property in a property bax aceaml be
imeladed in the ealeylation of the CPH, even though it is afferted by one of the somerated
evenls? Char aoswer L5 tuat QRS 308149 sepures that the base proprty be inchuded in the CPR
catrulatien.

QNS 304,149 provides, in peatdosnt parm:

{13 “Property cless” msre: the classifcation of propecty adoptsd by the Departent of
Reverne by tule, excepd thal in the case of propeity asscssed noder DRS 308, 505 1o
308,565, " property clext” means the lotal of all propezty sof fath ig the assessment
roll prepared undsr QRS 306, 340

P4 ‘ﬁm'mmmemnmyiqmﬂ:hucpm}'.m:mxﬂmmm:dvm:arwhb:hh
being abfosted, is bocated moeepd thet "area™ means this mate, iFthe propedy for
which the marimbm sesesesd value B heing adhusted is propemy thae is cenmally
acoenned noder OFS 308, 305 1 308 665

L1662 Coarl Seee WE, Sdem, CB 97300 Tolopdwnd! (A3 ATE-G060 Fox: (503 ATA-G108 TTY: (5071 373-5020

TR0 1 (e 3000




Dt Sehmidt
Page 2old
Septeraber 16, 1998

(3 (@) " Average maxiomm assegsed value™ rosang the valpe degsronined by drviding the
toenl paituny axseeced valne of all properly in the simse area in the came property
class by the todal pumher of properthes io e same areg i e Saome property tlass.
(b} La noaking the sabmulation described under this absection, the felloning propests
b5 ot taken into account:

(A) Hew propeaty of bew Ruprovemens (o property;

(B Froaperty dnat is partitioned or subdirided;

{7} Froperty ihat 8 regoned aod used consiseotly with e rezoming;

{IV] Troperty that iz added to the assasement and Gt roll &8 omified property; or

(E] Property that i disqualifesd from excrophion, partial axcogtion or spocal
Asresament

{23 Pazagraph (AR, (C), (D) and (E) of his sibwaction docs nol apply 1o ibe
calonlating of averase Touxdirnh agsrer] valns in the case of property comrilby
Asrecoad e ORS 308,505 10 5655,

{$Ka) *Averige real marked walue® reans e value deerminesd by dividing the weal teal
macket valoe ol 2l property in the tame rra o the 2aone propenty class by the
Llotal bumber of properties i te Sace area o the same propeny class,

b} In making the calculztion discribad under thiz subsetion, e following property
15 oot taken mbe nocount:

(A} Hew property Of pew ioprovements W popetty

{H) Property that 1s pantifoned or subdivided;

() Propesly that 18 rezondad and psed consisterd]y with the rezening;

{0} Propenty that 15 added to the assesment and lax roll 25 omited propaty; or

{E) Property that Is disquatified from cxomption, partial oxemption or special
AECEETITICN .

{c) Faragraph {bWB}, (), (D) and (E} of this subsetion docs ol apply to the
calcalaton of averape maxmmn dessed vabue it cise of profesly comrally
acgemed vmder ORS 308,505 to 3086635,

ORS 303.14%(1) ta (4), (Emphissis widod )

Far both average majmm gasesced vahue and average real market vahue, the changss
degrribed in gubsectitns {B). (C), (D) and {E) will likely affent the eotire property lax aoeomt,
Property thae is subdivided, for example, will e vahued a5 single lots, ingead of = digle large
parcz], 30 U extire property @x accourt is affected, and would ded be included Lo ajther the
=] zmmber of properties™ ot area of o "value of all property™ Mhe dres.  See QRS
B 1433 oWB) and (43HHE). Similarky, peroniog, partrtbon, rorrval om cxemption of
special astovamend, agd, in aoens cases, omitbed property, will affect the value of the whole
propcry 1o a property Gu acconnt. QRS 308, MRIHEKBENCHDWE} and (XENEHCHDNE)
exaashy probir the incheion in the CFE cabouletion of property chat 8 afficted by the described
cvems, Thess cvenls, i conirast 1o tase T {A], pecessapily affecd ihe emire property.
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QRS 308 MMIHEKA} exchudes. frmm the CPR catndation ool property that meets the
definitid of “oewr propemy of BeY EAPIOYHDALES (o proparty.”  ORS 308, 14550 defines
" e PrOperty o Do ULproweTensT tp mean “changes i vwlus of propdrty” ag the remly of
mew construction, reeonstrection, et additicas, remedeling, repovation or rebabilmation of
proprty, as well as the addition of machinery, foengss, furnishings, equipmen or ofher Bxable
real or persoal properly, Thas, the ondy particm of the propery in a poopcily Gx doccunt thai Ly
extluded from the CPR cabmlation ts the property that kas changed 85 3 constquence of beang
elther gewr propeTty OF I w ITEW ovements o property. Conversely, 4 otw property that
comprives il propey in the X accoum wiemld be exciuded from the CPR cakoudaton.

The (BHCHDYE) svents Ao ool apply o the calenlaon of CTE for centrally assasced
utdlity pronerties; only (A) appliss, Ser ORS 308 14N3¥c).  The (A) propeny is treaad
eparately fom e (B){CHDKE) promary avents in OS5 308,153 and 308, 155, respectivaly.
Thiz differentfiation it a refecton of the differng character of 1hese " exorptions™ i the
caloulabion of foadimum assessed vatue, b che other baned, focdustrial, comenencial and
residendial properties may be affected by (A) theough (E), 20 in mom (BYCHDKE) sitations the
entire propenty tax account ooust be cxcloded from both the “vahue of all propecty™ o the same
area and the *todal mmmber of properties”™ m the tame art, lo calaularing the CFR. However, the
base property is properky inchded in caleulatiog the CPR if the propaery 1h the sccoum i3
affecced only b the addidon of ™ oew property o pew TPy Srvaits To property,” beocawce that

15 1= omly property m the property mx aocpupt thal ic oot taken imbe accowmt in calenlating fhe
CFE. See ORS 308 14WIKEHAY and (XEHE).

In e case of bdustrial and some commerdrl propates, e “néw propaty or oow
iprovernems [ propery® may be casily distmgished brom e previously exdsting, or tase,
peaptrry in e property wan, accoind.  For exampds, the vahue of an industrial placg, excluding the
vilue of pew tnaehinery aod equipnnent, can be readily detormined, so the accoun) can he
ipctuded m the otal sumbar of propertics, and the value in the vahee of 2ll property, Own the Kb
band, new Improvements o s Teskdrotial property, fuch 25 b complse renovation, may change
the vahe of avery parl of the property in that propaTy stoolnt 50 tomplete]y ma it winnalty
heromes an endrely oew piopemy, and appropriately shoul be exclded from the CFR
calculation, just 28 if the property had been repoped,

In copclution, GRS 308, 149 requires all property ip the same area In e fame property
elass, other than the propetty thal ie expressly eacloded by the lanmuage of dhat section, g be
ipehuded in caleplating he CPE {ihe ratio of the averuge mazimwm assessed valus pwer ihe
averhge real ookl vadue), IFnew propemy of new provements b property ane odded oo the
PropaTty o the property tax oo, al of the propery in the affected propery mx socomot toun
be eachaded frotn the CPR caloulacien ooly i wthoas instanees wiere the podtnm assessed vidue
or 1k roul mathet value of that propey cmed be delermimed withow eespect to the resniting
changes in valoe. In ather words, the hass propecly mmst be mehaded in the CPE calmlation if it
=0 be readily distirguished from: s e FIOPSRY OF DWW IMIHOVEMCIAS o property. I the baze
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PLOpeIty vahue s micerTatnabde apart from he Dew prOpeity of DEw toprovemends to the propesty,
the base propery shoakl be incheded in both the yalue of 2ll propaty m die Saoe arcs and the
trtal mumher of progerties tn the same =, for puepests of caloolatieg the CPR,

Please Iet me know if yoo have further gquestions.
Simcerely,

Marilyn 1. Hartmer
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JAMES HELM er av » WM. GILROY Pr at.

FROANIAREY [MIpnCTar —= FACymrokAL BERrDT — TP — & prellmbo wry Injunedos
1p n proviiew sl nemeldy_ Lhawaly object af whieh 4 oo presaTea the pabject do con-
craversT Im I 1hen comdiiles ; spd cvnme of equity o prabUng of mifodogp e
e, varuld in on measee pucleipa vhe alibmeis deicros eadlon of 1he Guemion
of ehph L immoberd.

HEN AFFEAL Wil Lir FEoM (FADER §5Eks KT150 ok Aoromien EasE—4n order gragh-
W o eafusor & prelimbmary fujunewan dosd now ardineelky patuiks gl 1he neigre
al é Bnil Judporod 40 eoch BE EZ1ENE A8 b wprreol ma dppeal LDeATEES ; DB
when 1he CrUrt noE OniT fklussd 1hy [@]yorah, b entered 4 daeres Meecliog U
righte of B parilne. B0 Lpr-eal wriTl e,

AMUSEE LHHEES GENLESL ATHCHHEINT Ira, TIILE OF — A0 ssepoly. widcr Ee php -
ihi] kBl kb, Laber oo Beulet siile seeo bivazmigner. wedd 14 sfinkied broall
by Ayuiieed galuting s wyzloe hie.

Fiyeep, WILEK 1f HPPorErd WOETUALGH afp Janm:icEL Moo FKERY [ — A3
W £l Bwid m godt o ond morigngee. mrchioeore necoerary for sad uied o Ebe ppede-
bhoe o il diod Soaf kod plining mill_ abey afilewt Inibe BUIMiBE Oy e,
bdLE, pulleTs and baad, 1aw Defirt, dod whles! 1 LUhe 1142 &l the oo g,

Jackson esanty: Lo R Wensrer, Judgs.
Plaialifl appreals. Modified.

The property in controversy in thia suit is certain machis-
vey Lecesstry for Al wsed in operaliog what 15 known a5 a
z0gh and door factary and plantug will at Ashland, Cregon,
Tlvis moehinery was purchased oo April 22, 1357, of the
I'arke & Liew Machinery Comuany, of Portland, by defend-
wit W, AL Gileov, and one Youle, whe were the cwoers

o the meal cslate. water-power and boilding in which the
miachunery wag placed. ‘The agreement between the P L.
M. Co.am] Gileoy & Youle was, in form, & lease for Lwelve
nguths, al a stipulated vental of 32093, poyable 960 in
vash, and balrnee ot stated times during the year: aod upan
the payement of thes rent Gilroy & Youle were 10 have the
rigit 1o purcliase the properly for teeo Jollars, By this bease,
Hillrgy & Voule agreed that they would not permit ihe
machinery, or any parl thereof, to be affixed to real estate.
Atfter said machinery was received at Ashland, it was placed
s e building prepared for i, and attached thereto L
sergws, bolts, pllleys and baods in e wanner such
machinery is usually attached o buiidings Gilroy & Toule
used and operated smid eoill and mwachinery for somne time,
wies1 4aileoy peirchased the interest of Youlé and continued
to wge and operate Lthe sarme uutil May 13, 13539, when he
aud lis wire executed and delivered to one G. ¥ Pennebaker
their mortgape to secure the payment of the sem of 53500
uy of before one vear after date, which mortgeage was sub-
requently assigned to plaintiffs.  This mortgege in terms
aimly describes the real estate upen which seid mill is siw-

-2 | =y, )




ated nud ils wpparienances, Twodays after the execution of
the mertgage, Gilioy inade a gensral assipnment for the
benefit of biz creditors to defendant Rogers of all his prop-
erty.  On Japuary 30,1540, thera remained dus frem Gilroy
W Vonle to the Pox Lo AL Co. oo the purchaze price of 2ad
machinery, 357980 Hogers paid the savne feem money
his honds ns nsaignees, and received frow the coropuny a bill
of sale of said machinery. On May 13, 1BM) no paymens
Laving been made on the mortgage, pleibliffs commenced 2
it (o forecloze the same, makiog Gilroy and wife ond

Bogers defandants, bul neither of them appeared or moade
defense thereto. o August 11, 1880, tha plaintiff filed 2o
smended complaing, which, emong other things, particularly
described satd machinery, and alleged that 1t wes a part of
the realty aod sobject to the lica of pleintiff's mortpage,
end Lthat defendant Fogers, as sssipnee of Gilroy, was in
pozessign ol the preperty and threatened to cetoove the
machinery and sell snd dispose of the same, aud would do
s unless egpoiced by order of tia court, and praring for o
praliminary iojuncion. Rogers answered, denving that the
machioety was a part of the realty or subject to the dien of
plaintiff's mortgzge, and allegivg the purchase by him of
the P& L. M. Co. A reply haviog been fibed, the coose was
heard before the court on the 26th of Avgust, 1890, and =
decree entered adjudgiog Lthat the machinery was not part
of Lhe real gstate deseribed in plaiotiff's mocgage, nor zub-
ject ta the lien therepd; and henee this appeal.

I K, Hawng, for Appellaot
Avatin 8 Hammond, for Reepondant.

Baaw, J—Thio case comes here on appeal from ao order
deaying a preliminary injunction. The record is it & very
uasabtiefaclory condilion, [ place of trying Lhejasue betweer
the parties in the original suit o foreclose plaintiff's waort-
guge, as ehould bave bean done. it seems it wes tried on o
procceding for 4 prelimioary injuaetion, io aid of the arfginal
suit. Im this proceediog, the court, after hearing the evidence,
nob only detied ibe writ, bul entered 8 decree determining
the queston ws to whether the properly 1o conlroversy was
szbrect to Lthe hen of plaintiff's morigage, thereby splitting
op the original canse of suit; io the origioal suit entering &
decree foreclosing the morigage and ordering the renl prop-
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erty 30ld to satisfy the emount due pinintif, and 1 the ancil.
lary proveedings for ap injunction, detcromining the question
as to whether the machioecy wad & part of such repley, when
tha eokice qugsu',n.n ghold have besn pul in imue eidher b
the arviginal of an amended complaine and determined by
one decraa.

A preliminecy injunelion is only & provisives] remnedys,
the sole objrct of whickh is Lo preserve Llie subject v contre
versy i1 its then cendilion apd withool datermuning suy
guestion of vight, meraty to prevent the further perpetration
of wrong, o1 the deing of auyvact whereby the rrght in con-
treversy wngv be mwaterially iojured or endaogered, In
graating or velusing 1emporecy ekiel by pra]imin Bry 1n]uie-
tion, courts of equity showld io no mapner aolicipate Lhe
ultimata deterviinationr of Lhe guestion of right invelved.
They should mergly recognize that a sufficient case hus ar
haz nol been made qut o warrgnt the preservation of the
property or rights 1 s quo uotl a hearing npon the
merits, without expressing o Aogl spinion ac to such righla
{1 High Inj. 34; Hil's Code, §§ 405, d11.) The Cranting ot
refusing such an injuoction rests largely within the digere-
iden of the court, wwd beiog mercly an interlocutary oeder,
made during the progeess of the cowse, does not ordinanly
pariake of the oaiure of a final judgment or decree (o sueh
ATL eXLPNL 95 o warrant an appeal therefrom, {2 High Inj
£ 16031 But in this case, the court not onby refused tie
ymyonction ol entered a decree settling the righis of the
pacties, and o ecffeet datermived the suit 50 as to prevent =
deeree Ltherein, so fer as thiz mmachinery is conceried. snd
theredfore it musi necessazily be an appealable order or decres
under seetion 333, Hill's Code: (Bmith v, Walker, 57 Mich_ 455,
Tol. A A & N Mich. Ry.v. Det. L & N E R Bl Mich, 9}

Fromm wlhat Dias already been seid, it foliows Lhat so much
of the dectee of tha court below sz adjudges and decrees
“that ihe maehinery referred to and described in plointiii's
complaol for iojunction is ot & part of the real estate in
cuntroversy i Lhissuil, vod vt iceluded in plaiotiff's mon-
sdgre” miust be reverzad.  But zince the question seems o
bave been feterwined in the court below gn a Tull heartos
o' the evidence, which is made a part of the teanscript, and
hoth parties exprested a desire ou the argumert that we




should exsmning the case on its meerits, we have concloded
Ly do 50,

il i5 argued for respondent theb under the agreeinent
between the P & L. M. Company znd Gilrey & Youle, the
machipery in-centroversy did oot Tecome fixtures, but
retained its eligracter ag chattels, notwithstandiog its Runes.
atiopn ko the building fn which i€ wee pileced, and was
thereforn oot subjeck to the lien of the plaintiff's mortgage.
Beforg discussing this queestion, it will be well 1o understand
the relationship of ke parties to this recerd.  The defend-
ant logers, whao slooe iz contesling plaintifl™s claim, is Lhe
amignea of the defendant Gilroy, plaintifMs margagor, uoder
the general essignment law of this stete.  As such assighes
he succeeds only to the rights of his assignor, and is affected
by ail the equities existing 05 sgeinst him. Ha takes the
vropery sabject to all existing vabid liens und charges.
He ncquires po better tible thun his asugnor, and in this
auit can mnake vo defense to the mortgage that s asaguor
could not make ([Jeceds Bros, & Qv v Bnn, 3 O 85
Comotons v, Hofmean, 11 Or. 284, Burtiil on Assigninent
§ 391.} The fact that be may have patd the P& L. ML o,
with funds belonging o him 29 assignee the belance due
to it frean Gilrer & Youle en the purchase price of the
machinery, does not chapge his relatieoship 10 the properly
i ony way. It is in efiect the same as if Gilroy himself
had made the pavenewt. He does Dot acgaire title te this
projerty by virlue of the bill of sale fren the P & L. AL
Cg., but by virtue of the Jeed of assignment froim Gilrey.
While the sgrecment hetween the P& Lo M. o and Gilrey
& Yoole was in forra a lease, it was i effect a sale, and
whatevar right if aoy the eompany may bare had o3 against
thiz roperty was naver asserted by il [E follows, Lhere-
fore, that if the property in controversy was subjest Lo Lhe
lien of pleintiff's mortgoge, a3 between thew and Gilroy, such
lien exists ae Againgt this defendanl. The question then
as lp whethar lhis machioery bocatne s flxture as to the P
i L. M Co is immaterial in this case, und we forbear 1o
EXpress an apinion therson.

It has often beou remarked thet the law of fizlures 15 coe
of the mogt ungertain titles [ the ectiee body of jurizpru-
dence. Tihe ling betwesn personal property-and fxtores s
olten 2o close and so npicaly drawn that ne preciss rale hag
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or cant be laid down to conteel in all enses. Each ecats most
lepend larpely on its owno parliculat (acts. The reports and
text-lwooks are flled wilh derieions andd discussions of thiz
auestive, but nooe of the rales laid down are infallilde o
of vniversal application, We shall net altemmpt Lo quoete
from them, por enier into eny detsiled discussion of the
the question, We could pot hope to throw any new light
vpen the vezed questioy, The weight of modaro authinrity,
keeping in mind the excepticns s to construstive annexs.
tion, adeitted by all the aulhorities to exist, seems f
establish the dovirine that tha true eriteton of an Ireemow.
able Axture consisis in the wnited application of severs]
teaiz: (1) Real or constroctive appaxation of Lbe article in
rjwestion Lo the realty. {2) Appropmation or adaptetion to
the uss or porpose of that'part of Lhe really with which it
13 compected, (3] The ioteutton of the parly making ihe
annexnlion, bo maka the arlicle 8 permanent gooessinn to
the freghald, 1his intention being tuferred from the noture
of the aeticle affixed, the relation aod situation of the
party magking the annexction, the poliey of the [aw in
velatloty thereto, the structure and mode of the anbexation
and the purpose or wse for which the annexation has been
maode. (Hewlde v Diflen, 15 Cre. 8340 Ewell on Fixture, *1;
Teaft' v, Hpuft, 1 Ohio 36 311 Thomar v, Dacds, 76 do. 17;
tfhore v, Lomberd TS5 Ky 224, Southbridee Saw. Bond v,
Sepenr Tool Co) 130 Mase 547 Applviog these rales o 1le
Tuets in hand, it 13 clear that the properby in controvesy us
between the mortgegor and mortgagee muosl be regarded as
Hxteres.  [t3 auoexntion to the ceally was sufficiently per-
mnnetrt W sapakble 1t to ba uzed for tha pUrpUses intended,
and was of the chacaeter veval with such monchinery, Itis
act ihe plaiatiff in that action suffered some damoge. This
view of Lhe subject disposes of he estoppel.

The defense of the statula of limitations mwust alzo fail.
Mre. Uwens, under whomn defendant clrims, says she ngver
st up ure ittended bo claim any land not within the calls of
her deed; and, further, it very clearly and conclusively
appears from the evidance that for & greal many years,
whataver authority sbe exercisad over the premises in dis-
pute waz permusaive on Lhe part of Mr. Abtaham: thae she
folly recognized hia titls, and that be agreed with bar that
he would yever distarb her as leog as she wished Lo occupy




it. It would be s misnomer aod a coufusion of all legal
distinclions to call such an occupancy adverse, of to sup-
pose thal By 2 cootinuance for any leogih of lime it might
b L4 source of tille by adverse apjoymenl
Tha decres appeeled from mnst therefore be afirmed.
Beaw, J., having presided at tha Ltial of this case in the
courl balow, did not sit bers.
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SEVEN-UP BOTTLING CO. OF SALEM, INC.
o
DEPARTMENT OF REVENUE
{TC 2393)

Court found that the subject property was “aificed” of “crected upan™ el prog.-
erty and not peacily mavable. Therefore, bused upen QRS 307010 and 307020, tha
dimark ibed that the proparty wey “real.'” ngt “pecahdial”

Tazxatian - Rien] property io geoernf

[ "Feal prepecty" ipchuley 'machicery, squipment or fixtures srected Upbom,
vpder, above o7 eifioed to thr same,™ [OFS HT010{1H.
Tazation - Perpopal propesty o gvoemel

L M Pecsanal property' inclodest “all chatbels and movebles " (ORS 307 0803
Sweiobes - Condtruction sod aperation - Judicisl sutharity aod duiy

4 Coriarta are stpttsrily meodaied nat te wdd ke or sakdract Iroem s atatuee buk o
interpret it accerding o tha werma theoein- (QRS 1740100,

SLani baa - Construction nod operation - Mesning of lnagosge

4. In conytruing & stetuce, words of common waape ere to bt piven their netural
and obvious meaning.

Tazation - Liakllicy of persony and propecty - Matdre af projeciy

5. The context of the "law of fixtures” i to be distinguisked fram the determ ina-
ticn of ceal wnd personal propenty for ag volorem AT PUTPCES.
Turalion - Conntitullona] requirements - Eqandity and uniformity

E. Ad vilorem wr laww wie iotended 8 promet uoifermity of tecetion wod
reasorable cae of wdmginistration, These objsetives cannot be met iF assesson must
rely on the commean Law vest of “(irtures”

Adminiatrative law - Roles and regulntiony = Validily

T. Although not bindiag an the tourt, an sdministrtive fule o entithed b preat
“i;th
Adminiatiestiva law - Boley and regulntions - Validity

_ .?{.a:h the sxtenc that QAR 150 HT010 sitempty to narmw ibe sleiute, o€ i
0y

Trial held in courtroom of Oregon Tax Court, Salem, on
December 16, 17 and 29, 1986,

David A. Bhoten, Salern, representad plaintiff.

Joseph A. Laronge, Assistant Attorney General, Depart-
ment of Justice, Salem, represented defendant.

Decision for defendant rendered March 13, 1987
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CARL N. BYERS, Judge.

Plaintiff iz the owner of certain machinery and equip-
ment used in its business of bottling and distributing soft
drinks. Plaintiff's property was assessed for the 1984-85 tax
year ag real property by the Marion County Assessor. Defen.
dant upheld the assessor’s characterization of the machinery
and equipment and plaintiff appeals to this court seeking a
determination thet the property is personal property, not reat
property.!

The property in guestion consists of the mechinery
and eguipment one would sxpect to find in a soft drink bot-
tling plank. Numerous conveyars connect the machines used
for washing, filling, capping. labeling and packaging the bot-
tles. There are fluid tanks, air compressors, heaters, water
treatment and a palletizing machine, All of these are inte-
gTated and interrelated by pipes, =g and converers as 15
necessaty to process and produce plaintiff's product. The
court viewed the premises to enahle it to better understand the
evidence submitted io this case.

Much of the testimony related to bow the equipment
was attached to the buildinpgs or to other equipment. Some of
the equipment, such as the larpe bottle washer, the palletizer
and some conveyors is not attached to the buillding but merely
rest in place by virtue of its weight. However, these items are
attached to other equipment such as conveyors, pipes or wir-
tng. Some equipment iz atteched to the building by bolts or
screws, but, as plaintiff points out, it could be removed with-
ot significant damage to the building. [n some areas the
building has been modified to accommodate the convevors,
pipes and heating ducts which pass through the walls or the
roof.

The single isgue before the court is whether plaintiif's
machinery and eguiproent is “movable” within the meaning of
QRS 30°7.020{3).

Plaintiff makes much of the faet that the building in

! Plainiffs cpunsel erplained that while both resl and personal propery are
taiaide, ren] property vilues are pinerally trevded ofy #0ih inflation whik personal
ProgeTty vihiess we décromsed in acoardanes with certain st deprecuiing tebhedile T
this iy truoe, it certainly m i questions as b the scourcy of (e wssament in one of
bhee twa direciiops.
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which the equipment is housad 15 not owned by plaintiff and is
readily adaptable to other light industrial or commercial uses,
For the reasons set forth below, ownership of the building by
another party has fittle bearing on the determination of the

izgue at hand.?

Rezolution of the tssue in this c2se 15 aided by the fact
that the Court can loak to two statutes rather than just one.
ORS 307.010(1) defines real property while ORS 307.020(3)
defines personal property. The issue posed in this case
requires the court to draw the line betwesn the two definitions
for purposes of administering the tax stetutes.

1, 2. The stamtory definitions with which we are con-
cerned are a5 follows:

“‘Land,” ‘resf estate’ and ‘real property” include the land
itsalf, above or untder water, all buildings, stractures, improve-
ments, rnachinery, equiprment or Axtures erected upon, under,
abiove or pffixed to the zame; * * *." (ORS 307.010(1).}

“*Tangible personal property’ maans and includes all
chattels and moveables, such as boats and veasels, merchandize
and stack in krade, furmiture and personal effects, goods, live-
stock, vehiclea, farming implements, movable machinery,
mosable Logls znd movable equipment.'” (ORS 307.020(31L)

a. The first rile of the search in atatutory constrnzction
is to focus on the statute itzelf. Whipple v, Howser, 291 Or 475,
632 P2d 782 (1981). The court ts expressly admonished by the
legislature in ORS 174.010 not to add to or subtract from a
statute but “simply to ascertain and declare what i, 1n terms
or in substance, contained therein.'' In intempreting this stat-
utory direction, the Oregon Supreme Court has sajd:

"“We sught never to import into a stetuts words which are oot
to be faund there, unless fom a careful consideration of the
antire statute it be agcertained that o import such words is
necescary to give effect ko the obvisus and plain intention and
rmeaning of the lagislaturs, Under the dizrections of the statute

fEvenoal it did in thiy cpse i1 i questonable whether it dhendd be pven much
-p |';|'ll'. since Lhe sharcholders oF phinli.l'Flrr the owoers of the hu'il:li.r:[.

i Boah paortiey have alluded to the begiylative hintary of the sLatute defining tyngis
hle parsonal property, pointing ous that the 1999 amendment which added "ol
endthinery and wquipment weed in the mancisctare of rew or pertially manufectyred
prodiscts” wad deleted 53 vears lnter. YWhile 1h hiswory wad iAtatesting, ob i4, 42
plainclf pomnis gul, et veey helpful.
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last referred to [ORS 174.010] we are not at liberty to give
effect to any supposed intention ot meaning in the [egislature,
uniess the words to be imported into the stetute are, in sub-
stapce at least, contained init™ Sarreer of ol u LUneon Brdge
{7, 117 Or 568, 570, 245 P 308, 45 ALR 527 {1926], quoted in
Whipple v. Howser, supra, at 480.

£, Having thus established & line of sight, one final
admonition with regard to statutory construction is appropri-
ate.

“Ipy consbrising a statute, words of common use are ta be
taken in their natiral and chyious meaning and signifirance.
“Thart =enea of the word ia to be adopted which best harmgnizes
with the context and promates the policy and objectives of the
legisfation.” State ex rel Milsen v Ore. Motor Ass'n, 248 Or
133, 137, 432 P2d 512 (1967). See also Conteen Company of
Fregon . Dept. of Rew,, B OTR 450 (1980).

In beginning its search, the court recognizes that the
term “moveble” is broad enough in the ordinary sense o cover
a wide ares. Somewhere in that vast semantic plain between
the immovable mountain and the constantly moving ocean is
to be found the ling between real and personal property. The

purpose of the legislature in crafting its definitions was to
distinguish the two types of property for purposes of admin-
istering the laws of property taxation. This suggests that a
simple rule, one easy to understand and to spply, is desirable
and intended by the legislature.

Defendant. in the course of administering the prop-
erty tax iaws, has promuigated a rule which more spacifically
defines real property with regard to machinery and equp-
ment. QAR 150-307.010{1)(2)(k). (1) and {2) define “erected
upcen™ and “sffixed” as follows:

' "Erected upon’ means baing permanently sibuated in one
incation on real property and adaptad to uss in the place. For
srample, & hanvy piece of wmachinery or equipment is set upon
i foundation without being fastened thersto, but i3 an integral
part of the fanction or deaign of the facility.

“*AffTxed’ means being securely annexed to the real prop-
erty. For example, itams attached by beolts, serews, nails or
built inta the structure are securely annexed; items attached
by electrical connections are not securaly annexed,”
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Flaintiff contends that this rule 15 "an unconstitu-
tional expansion” of the statute. (Plaintiff's Memorandum, at
18.}) Plaintiff zszertz that “erected” is s¥nonymous with
“built™ and that if the subject property falls within the defini-
tion of ORS 307.010 it iz because it iz "annexed,™ not “erected

Qpon.

Upon examination, the court agrees that the admin-
istrative rule goes beyond the statute, but not necessanty in
the direction plaintiff claims. Plaintiff elaims that the rule is
to broad, wheresa in the court's view it may be too narrow,

5. Defendant's administrative mle appears to have
adepted to some extent the comman law “three-prong test” of
apnexation, adaptation and intention. Walderf v. Elliott, 214
Or 437, 442, 330 F2d 355 (1958). It should be noted that the
test iz wsually applied in the “law of fixtures.” Highuway Com.
1. Foves el o, 228 Or 273, 365 P2d 97 {1961}, That context is to
be distinguished from the detarmination of real and personal
property for ad valerem tax purposes.

ORS 2307.01001) uses the terms "affixed to,” and
"erected upon.” As can be seen frorm the reguiztions guaoted

above, defendant has interpreted the word “affized"” to mean
"zecurely annexed.” While the term affixed in and of itself
connotes an element of permanence, the court iz not sure that
it also connotes “securely.” In fact, large items may be found
constructively “affixed” to the land or huildings merely by
virtue of their weight and size. Wolderf v Elliott, 214 Or 437,
330 P2d 355 (1958}

Likewise, the term "erected upon” does indeed, as
plaintiff contends, connete the idea of asgembling, buiiding or
constructing. The regulation’s definition of erected upon con-
tains twe elernents: (1) That the item be “permanently situ-
ated in one location,” and (2] that it be “adapted to use in the
place.” While these elements may be consistent with the con-
cept of being built or constructed upon, they do not constitute
a compliete definition. bMaeny large machines are brought on

ATha statuts e the s “affiaed”’ o 'enneasd ” While cheoe cay ba tome
vrerkpping Lo wenping end perersd wsage. it would eppedr that the teem “aMized”
rorebea I:-!ing ph_r.l.itl."_l,r atLached while "annexed™ v g erppder term which Lrnp“u
e zddition to something withaue the pacticuler sewsn by which i iy sdded. See
Webater's Thind Mew loterngtional Dictivnary BT (151D
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site in pieces and assembled or “erected.” Even large
machines which are brought on site as a unit often require
special foundations, modification of the building's elactrical
panels and sawitches, special wiring, plumhbing, venting, access
ramps, openings and other forms of construction. In this
sense, then, such marhines are “erected upon'' the real prop-
ETLY.

To the extent that the regulation requires more than
what the commaon ordinary words convey, it goss beyond the
statute. For example, in subparagraph (4) of GAR
150-307.010{1 12}, the regulation indicates that if, after apply-
ing the tests of “annsxation and adsptability” there is still
douht; then it is appropriate to look to the “intention of the
parties.” Again, these are the common law tests relating to law
of fixtures. The statute doas not use these terms. The statute
does not say “affixed with intent” or “affized and adapted” It
simply says “affixed” Thers is no indication in the statute
itzelf that the jegislatuzre intended application of the commen
taw test.

4. Not only is the common jaw test not reguired by the
statute, it is generally inconsistent with the statute. Ad val.

orem tax laws are intended to promote umiformuty of tazation
and reascnable ease of administration. These objectives can-
not be met if the assessor must rely upon the common law test.

“[Ulnifornity of tazation cannot be attained unless a uniform
classification of real and paraonal property is established. Just
an assessor are oot bound by privete agreements, they shauld
not be frustreted or hindered in pecforming their vital func-
tion by the necasnity of ferrating out the aftan undisclosed and
secret intentions of leasors and lessees relative to the terms of
a leass. For the moat part, Bssessors must be allowved to act on
the basiz of ontwerd eppearances ™ Trabes Pittman Corp. .
Los Arngeles Couney, 29 Cal 24 385, 175 P2d 512, 517 {1948).

Thig view i3 consistent with the holding in Warm
Springs Lbr. Co. v, Tax Com., 217 Or 219, 225, 342 F2d 143
(1958}, where the court held that an agreement between par-
ties “cannot control the action of the state when exercising its
taxing power.” Citing Trebue Pitiman Corp. 0. County of Los
Angeles, supre. If the intent of the parties cannot control for
tax purposes, how can the common law itest be properly
applied?
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7. The court recognizes that defendant’s admainistrative

rule has been in effect for many years and 13 entitled to great
walght.

“{T|he interpretation of & ambigunus statute by an agency
charped with its administration is entitled to great weight,
althgugh it is not binding on the courts.” Curly’s Dairy w
Depr. of Agricutture, 244 Or 15, 21, 415 P2d 740 (1966).

B. The court alsd recognizes that it has previously
applied the commun law test in constraing ORS 307.62003).
Bylund v Dept, of Rev., 3 OTE 76 (1881).F Nevertheless, the
cOoUTL NOW TECOETILTISS that the statute is not as narrow as might
be interpreted under the common law test. For example, a
machine “affived to" 2 building is reel property regardless of
the intent of the parties or its “adaptability.” To the extent
that the regulation attempts to oarrow the statute, it is
invalid

Returning to the issue in this case, having considered
the field of meaning from the perspective of real property, it i
now approprrate to view the feld facing from the ocean and
consider the definition of personal property. 1t 1z apparent
that QRS 307.020{3) emphasizes the notion of movement or
movability. Defendant correctly argues thet the structure of
the stetute invites application of the statutary rule of con-
struction efusdem gonerts,

"“Where general words follow specific words in a statutary
snltmeration, the general words are construed to embrace onfy
ohjects similer in neture to those objects enumerated by the
preceding specific words, Where the apposite seguence is
found, i.t., specific words following ganeral ones, the doctrine
i3 sqraglly applicabis, and restricts application of the ganeral
term to things that are similar to thoee enumera

we®* 1f the peneral wonds are given their Full and oatural
megning, they would include the abjects designated by the
apecifie words, making the latter superflugus, If on the gther
hand, the saries of apeeific words iz given it full and nacural
meaning, the general words are partially redundant. The rule
‘accomplishas the purpose of giving effect to both the particy-
lar and the genecal worda, by Lreating the particular words es

o Brlund ¢ Gept of Rk, 3 OTH 76 {8951}, thit coun did mpply Lhe common
law “threeprong begt™ Lo delermong whathar TV cable drops were real or persanal
properly. The court in that case may hawe been unduly inflwenced by the fact that 1bse
parivws all agoeed Lhat the Laoes-prong ey may e wsed.
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indicating the ciasy, gnd the general words as extending the
pravisions of the statute o everything embraced in Lhat clags,
though not apecifically named by the particular words.”

*The rescletion of this conflict by allowing the specilic
werds to identify the class and by restricting the meaning of
general words to thiogs within the class i puatified on the
ground that had the lsgisiature intended the general worda to

be used in their unrestricted sanss, it would have made no
mention of the periicular words " 2A Sutherland Statutory

Construction § 47.17 {4th ed).

Under this rule, the general terms “machinery.”
“tools” and “equipment’’ are more narrewly viewed in light of
the spesific types of property listed in the statute. As a gemeral
rule, the specific types of items listed in the statute are not
“affixed” to anything. Consequently, they are “readily mov-
able as opposed to apparently stationary or fixed items.” OAR
150-307.020(3). In this light, machinery, toals and equipment
which are nailed, bolted, serewed or glued to real property are
not “‘movable” within the meaning of the statute,

The “bright line™ spught by plaintiff distinguishing
real fram personal property may be substantially dimmer and
less distinet than hoped for. However, the court believes that
the above contlusions provide a view which facilitates admin.
istration of the tax laws As a general rule, the assessor 1s not
required to consider the intention of the parties or the adapt-
ability of the property. He merely has to determine whether
the property is “affizad to” or “‘erected wpon” land or build-
ings. The court recognizes that under this rule thers may still
he some cases it which there is a question 83 t0 whether an
item i3 real or personal property. It is difficult to conceive of a
general rule which would aptly fit all the possible types of
property. The one principle that abidea ia that the statute
rpust be the standard

Applying the above to the subject property, the court
finds that most of the subject property is “affixed” or “erected
upon” real property. Most of the equipment is bolted or
screwed to the walls, ceilings or Aver and attached by pipes,
ducts and conduits, This equipment is not movad except when
modifying the operational layout. In fact, movement of the
equpment woitld be inconsistent with the operation and func-
tion it performs. Movement would uoually resuit in misalign-
ment, leaks and faulty application of the producta, The very
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purpose of the small bofts and serews plaintiff refers to is to
prevent moverment.

It soomis likewise clear that the equipment in question
is not 'freely movable’ as asserted by plaintiff. (Plaintiff's
Memorandurm, at 8.) “Freely movable” suggests something
that, if not designed to he moved un its own wheels, rails or
pontoons, coutd easily be placed on such means of mevement
and moved. What actueally would be required in this cage
woild be the disassembly of a complex arrangement of equip-
ment. Numerous pipe fttings and connections would have to
be undone, mechinery, pipes and valves would have to be
detached from walls, floors and ceilingz and a number of holes
would have to be patched or plugged in the butlding. By plain-
Liffs’ owm evidence, it would take approximately 20 days to
remove the subject property from the bujlding. It would not
reazonably take anywhere near the time to remove a like
amount of “baats and vessels, merchandise and stock in frade,
furniture and personal effects, poods, livestock, vehicles' or
“farming implements’” from the building. The difference
between the latter types of property and the subject property
is that the subject is “affixed to” or *‘erected upon'' real estate
while the latter is "readily movable.”

In Onding that “most’ of the subject property (9 not
personal property but real property, the court recegnizes that
there may be some items which are not ceal property. Specifi-
cally, sorae of the smaller tanks in the syrup reom, which are
not attached to the buiiding but are free-standing, and which
are not connected with plumbing connections but drained
through flexible rubber hoses, are personal property. Such
iters are readily movable from one part of the roovm o plant
to ancther. On the other hand, the large stainless steel tank,
pictured in Exhibit 5, iz attached by =olid plumbing connec-
tions. [tz weight and bulk, as well as the plumbing attach-
ments, render it not “movable." There may be other specific
property which is an exeeption to the court's general finding
that the subject machinery and equupment 13 resal property,
not personal property. [ the parties are unable to agree on
such items, they may submit 4 Lzt of such items Lo Ehe court
for specific determination before judgment is entered. Costs o
neither party.
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Argued June 18; reversed Cotober 20; rehearing denied
Kavember 17, 1942

FIRST NATIONAL BANK OF PORTLANT w.

MARION COUNTY ET AL
(130 P. (2d) )

Taxalloo—Natlonal banks

1. “Mational banks'' ace "agencies of the Tnited States”™, crealed
under its laws to promote itz fiscal policies, and the property of
such banks may net be taxed under sizte avthority execept as
Congress consents, and then oaly in conformity with such restrie-
tions as Congress may impose,

Taxsilop—EBank (ixtures and rguipment

2. Since Congress has oot consentad to the taxation by states
of persomalty of nalional banks, banking fixtures and equipment
of netional bank, If taxable at all by the stats as the properiy of
the bank, could be taxed only as realty.

Taxailop—Trade fixinres

% If trade fixtures are claszified 25 persenalty for purpoze of
taxatinm, they must be taxed, if st all, as pesonallty @nd net as
realty, and, if such tixtures are a part of the reallty and are to be
taxed as rezlty, the assessors have no auihority {o assess them as
personalty.

Faxation—MNallonal banks

4, Mationmal bank's trade lixtures and equipment all, or prac-
tizally aH, of which could be removed from leased premises without
any substantal injury to building, could not be taxed to the natiopal
bapk az “realiy”.

See 26 H. O, L. 104
81 L, Y., Taxation, 272,

Before Keipe, Chief Justice, and Baurey, Losx,
Raxn, Rossmaw and. Braxo, Associafe Justices.

Appeal from Circuit Court, Marion County.

L. G. Lewernaxg, Jodge.

Zuit by The First National Bank of Portland against
Marion county, &, C. Burk, as sheriff of Marion connty,
B. Shelton, as assessor of Marion county, and Barl L.
Fisher, Charles V. Galloway, and Wallace 3. Wharton,
as members of and constifuting the State Tax Com-
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mission of the state of Oregon, to enjoin the foreclosere
of an alleged tax lien against property owned by the
plaintiff, and for a decree declaring assessment of the
tax null and void. From a judgment in faver of the
defendants, the plainGff nppeals.

Revensen. REREARING DEX1ED.

V. V. Pendergrass and R. B. Bullivent (Pender-
grass, Spackman & Bullivant), all of Portland, for
appellant.

Miller B. Hoyden, District Atlorney, of Salem
{George L. Belt, of Salem, on the brief), for respond.
enfs Marion county, A. C. Burk, and B. Shelton.

Ralph B. Bailey and James 7. Smith, Assistant At-
tornevs General, on the hirief, for respondents Ear] L.
Fisher, Charles V. Galloway, and Wsallace 5. Wharton,
as members of State Tax Commission.

Plaif, Henderson, Warner & Cram, of Portland, for

United States Nationai Bank of Portland, amieus
euriae. '

BAILEY, J. This suit was instituted by The First
National Bank of FPortland against Marion county, the
sheriff and the assessor of Marion county, and the in.
mividual members of the state tax commussion, to en-
join the foreclosure of mn alleged tax lien againat
property owned by the plaintiff, and for a decree de-
elaring the assessment of the tax null and void. From
a deerce in favor of the defondants the plaintiff has
appealed.

The property here involved, which was attempted
to be ossessed by Marion county, consists of banking
fixtures 2nd equipment located on the first and mes-
zaning floors and in the bazement of the First National




Bank building in Salem, Gregon. The purported tax
lien covers atiempted assessments of such property for
the years 1929 to 1939, inclusive. The banking fixtures
and equipment were aszessed as real property, to the
plaintiff’s vendor and later to the plaintiff. The land
gn which the building is located, together with the build-
ing, was during those perinds assessed as real property
to T. A. Livesley, Ine., an Oregon ¢orporation, the
pwner of the fee.

1,2 Wafional banks are agencies of the United
States, ereated under its laws to promoete its {iscal poli-
¢les, and the property of such banls may not be faxed
under state anthority except as Congress consents, and
then only in eonformity with sueh restrietions as Con.
gress may impose: 12 7. 8. C. A, § 548; First Neifonal
Bank of Guthric Centor v, Anderson, 269 1. 8. 341, T0
L. Ed. 295,46 5. Ot 135, Congress has not consented to
the taxation by stotes of the personal property of na-

tional banks; heuce the banking fixtures and equipment
involved herein, if taxable at all by the state of Oregon
as the property of national banks, may be taxed only
as real property.

On Jaruary 22, 1927, First National Bank in Salem,
a national banking assoeiation, leased from T. A,
Livesley, Inc., for & period of twenty-five vaars, “the
first story and mezzanine floor in the rear or south
end’™ of an eleven-story Imilding, “'together with con-
venient space for 3 voault, stairway, eorridor and lava-
tory in the baszement thereof, and ingress and egress
thereto,” for the purpose of conducting a general
banking business. In A supplemental agreement entered
intn Fehruary 19, 1927, it was provided that *“the
said lessee is empowered znd anthorized to remove
from said premises so leased all farniture and mov-
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able equipment and all improvements and {urnishings
placed in said premises by said lessee, including oal
and walnut woodwork, marble work, lighting fixtures,
bronze and iron grillwork, vanlt doors and all other
vanlt equipment, and the same shall not be considered
for the purposes of such lease as fixtures.'” The
premisss leased to First National Bank in Salem com-
prised the entire ground floor of the structure known
as the First National Bank building, with the exception
of that part thereof used as a general lobby and
entrance to the upper floors of the building.

Shortly after entering into this lease, First National
Bank in Salem proeeeded to install in the leased prem-
1ses varions trade fixtares, including eounters, desks,
tellers’ cages, wickets, partittons, files and hghting
fixtures, a vault door and vault equipment, including
safe-deposit boxes, also marble work, including marbie
counters and check desks, benches and wainseoting on
the vestibule walls.

After condueting a hawking business on the ieazed
premises for five or six years, First National Bank
in Salem went into liguidation. Sometime during the
summer of 1933 The First National Bank of Portland,
plaintiff herein, purshased from First National Bank
in Salem certain assets of the latter bank, ineluding
notes, bonds, bank aceounts, fernishings and banking
equipment. Among the assets so purchasc! were the
following:

'8 upright stesl lockers

2 lobby benches

2 rnarble and bronze glass t? lobby check desks
approxamately 37 2% x 8 87

1 drinking fountain

2 large and 2 small chandeliers
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All cage and counier fixtures, comprising §
merble front, glass and bronze top cages,
with returns, partitions, shelving, haeks and
doors, and approximately 70 lineal feet of
marble front and top counter railing, to-
pelher with doors, gates and glass plate,
forming & part of such fixtures; also safe-
deposit booths, bogkkeeping reom partitions,
and all wainscoting, both marble and wood,
and mezzanine rail partition, consisting of
metal, wood and glass paneling.

One electric wall clook .

1 12-inch Herring Hall Marvin Safe Co. ciren.
lar wault door, four movement time lock,
together with frame, casings and archifraves.

1 9-inch emergency entrance vault door with
Sergent and Greenleaf, 2 movement time
lock, together with frame and casings. ™

The plaintiff is a notional banking association with
its principal place of business in Fortland, Oregon.

It operates a branch bank in Salem n the quarters
formerly cecupied by First National Bank in Salem,
which premises on September 25, 1933, it leaged from
T. A. Livesiey, Ine., for a period of ten years with
an option for ten additional vears. The leasing agree-
ruent contains this provision:

““The lessee has purchased from the First Na-
tional Bank in Salem all the fixtures, equipment
and appurtenances, of every kind and nature, in-
stalled by sald bank in the leased premises, inclod-
ing, among other things, all cak and walnut
woodwork, marble work, lighting fixtures, bronze
and iron grillwork, vanlt doors and vaunli equip-
ment. All of sald fixtures, improvements or
appurtenances of every kind and nature, including
any that mayv he hereafter installed in any portion
of the leased premises by the lessee, shall belong
to the lessee and may be removed by it ot any time,
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either prier to the termination of this lesse or
within & reagsonable time thereafter.”

In the erection of the First National Bank building,
T. &. Livesley, Ine,, constructed a vault with eonerete
wallg, ceiling and floor. The vault deor was supplied
by First National Bank i Salem, and with its frame
or vestibule was delivered to the premises as & unit.
Tt was installed in the wault opening by the tenant
lank, by placing ahout two inches of sand and cement
{not concrete} between the vanlt walls and the door
frame. The door and its frame or vestibnie weighed
batween fifteen and seventeen tons and could be
removed by chipping away the sand and cement be.
tween the frame and the main walls of the vault, with-
cut injury to the huilding. .

The evidence is to the effect that it is customary
for banks to remove such vault doors to replace them
or to set them up in new quarters. The installation of
vanlt doors 1s well described by the opinion in San
Diego Trust & Savings Banki cf al. v. San Diego County
ef al., 16 Cal. {2d) 142, 105 P. {2@) 94, 133 A. L. R. 416.

Chandeliers furnished by the tenant bank werse
fastened to the ceiling in the uwsval manner required
Ly their varving sizes. 3ueh of the banking equipment
was [astened to the floor with archors or holts of
hronze or other metal and was readily removable by
unserewing or eutting the bolts. A large part of the
cquipment has been moved nbout by the plaintiff. All,
ol practically all the banking lixlures and couipment
involved herein can be removed without anv substantial
injury to the huilding.

At the time First National Bank in Salem leased
from 1. A. Livesley, Inc., that part of the buildinz
wlhich it laker oceupied, the interior thereol was un-
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lnished. The bank at its own expenze laid & marble
floor, painted and deeorated the walls and ceiling and
insialledl marhle wainseoting. Whether the assessor
nttempted to assess the marble floor and the puinting
and decoration of the walls and ceiling to the plaintiff
and its vendor does net appear. In relation to this
matter the plaintitf in its brief states:
= * * Inso far as the painting and decora-
tions arve coneerned, appellant agrees that they con-
stitute o part of the building and that it has ne
iterest whatsoever in attempting 1o resove the
paint from the walls.

**In other words, if the county wants to assess
the painting and decorations and the marble which
appellant’s predecesser may have placed upon the
floor, 1t should do 2o becanse thev constitnte a part
of the building and speh assessment should be to
the owner of the butlding.*'

For the vear 1929 the assessor of lilavion eounty
made an assessment against T. A, Livesley, Ine., aov-
ering '*fr. Lots No. 1 and 2, Block No. 34, velue of all
lots $20,8(0.00, value of improvements on town lots,
$90,000.00, total value of texable property as equalized
by board of equalization, $110,80000."" Immediately
after the name of T. A. Livesley, Inc., appeared the
following: “*¥First National Bank in Salem, {r. Lots
No. 1 and 2, Block No. 34, value of all lofs §.........,
value of improvements on town lots $25,000.00, total
value of taxable property as equalized by board of
equalization. $23,000.00.

That notation was eontinved up to and ineluding
the tax year 1933-1834. From 1935 to 1939, incinsive,
the property formerly assessed to First National
Bank in Salem was taxed under the same description
te The First National Bank of Pertland, with the
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exeeption that for the years 1937 to 1939, ineclusive,
the valuation was redaeed from $35.000 to $15,000.

On July 6, 1939, pursuant te § 110-820, 0. C. L. A,
the sheriff of Marion connty a8 tax collector amended
the deseription in the assessment against the banks
to read as follews: *F All fixtores, ecpupment and ap-
purtenances of every kind and nature, including
among other things, all cak and walnut woodwork,
marble work, lighting fixtures, bronze and iron grill-
work, vault doors and vault equipment affized to the
premises deseribed as fellows: Fractional part of lots
1 & 2 hlock 34, Salem Original.”’

The agsessments for the years 1929 to 1834, inelu-
sive, were made by Oscar Steelhammer, county asses-
sor. In 1933 Mr. Steelhammer died, and . Shelton,
chief deputy assessor sinee 1918, was appointed ag his
sueeesser and has continued in office. Mr. Shelton as
& witness was unable to state what property of First
National Bank in Salem had been ineluded in the
asgessments made by Mr. Steelhammer. After Shelton
became assessor he continued the assessments under
the same designetion used hy his predecessor in office,
without personally checking on the property assessed.
He reduced the valuation in 1937, as sbove neted, be-
cauze he was of the opinion that The First National
Bank of Portland had not acquired all the property
formerly assessed to First National Bank in Salem.

The plaintiff eontends that the relief scught by it
should have Leen granted for the following reasons:
{1} That the banking fixturcs and ecquipment at.
tempted to be taxed by the defendant county were
trade fixtures, hence personal property and therefore
pa1 taxable to a national bank; (2) that the tax laws
of {:e state make no provision for the assessment of
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trade fixtures as real property to the owner thereof
whn is & lessee of the premises where such fixtures
are used; and (3} that the description of the property
sought to be taxed is so mdefinite and uncertain that
the warious assessments here involved are, in their
entirety, void.

Uniess authority be found in the tax laws to assess
trade fixtures as real property to {he tenant in pos-
session of the premises where such fixtures are used,
the assessment in the instant case must be declared
void. We shell therefore first consider the second
reason advanced by the plaintiff as above noted, The
assessments here in question eovered, as herefofore
stated, & period from 1929 {o 1939, inclusive. Attention
will nesessarily be given first to the laws in effect at
the tirne the first such assessment was made,

Seetlon 69-102, Oregen Code 1030, is in part as
Follows -

“The terms ‘Jand,” ‘real estate’ and ‘real
property,” as used in this act, shzll be construed to
include the land itself, whether laid out in town
lats, or otherwise, above and under water, all
buildings, stroctures, substroctures, superstrue-
tures and improvements erected vwpon, under or
above, or affixed to the same, and all rights and
privieges thereto belonging or in any wise apper-
taining; also any estate, right, fitle or interest
whatever in land or real property, less than the
fee simple'’.

That section further provides that jn all cases in
which the prantor of land has, in the deed conveying
the same, reserved unto himself ‘*the right to enter
upen and usc any ot all of the surface gronnd neeessary
for the purpose of explering, prespecting for, develop-
ing or otherwise extracting'’ mincrals, rases or oils,
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sueh reservation *‘shall be deemed, ond is hereby
declared to be, an estate and interest in land'’. It
also declares that all franchizes and privileges granted
pursaant to any law or municipal ordinance and owned
or usad by any perspn or eorporation, other than the
right to be o corporation, all water rights, water power,
and all “'mines, minerals, quarries, fossils, and trees
n or nupen the land’’ are interests in Jand.

By % 59-109, Orezon Code 1930, it 15 provided that
lands held on & contract fur the purchase thereof and
belonging to the state, county or municipality, and
zefoo] and other state lands, shall be considered for
the purpose of taxation as the property of the persen
w0 holding the same, and the mprovements thereon
shall be considered as veal property for all purposes
of taxation, and as the property of the person so
lobkding the same.

Tt is specificatly provided by $ 69-211, Oregon Cede
1930, that whenever any wnineral, gas, coal, vil or other
similar interests in real estate are owned separately
aadl apart [rom and independently of the rights and
imterests owned in the swrface of real estate, sueh
intercsts may be assessed and taxed separately from
such surfaee tights and may be sold for taxes in the
eame manner and with the same efiect ns nther inferests
in repl estate ave sobi [or tnxes,

Section 63-231, Oregon {Code 1930, provides the
mode of assessing property {or taxation. By that gee-
tinn the assessor is required to enter upnn the nssess-
ment ol a fell and complete assessment of all property
m g county on March 1 of each year, “ineluding o
full and precise deseviption of the lands and lots owned
v earh person therein nonwsl, on Mareh 1 of said
vear, . . . whirh deseription shall esrrespond
with the plan or plat of any town laid aut or recorded
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and said lands or town lots shall be vaiued at their true
cash value, taking into consideration the improvements
gn the land and in the surrcunding country, and any
righis or privileges attnched thereto or connected
therewith’”. The zection then provides how the true
cash value of property shall be ascertained. It further
declares thal no ossessment shall be jovalidated by
a wistake in the name of the owner ol the real property
assessed or by the omissisn of the name of the owner
nr by the entvy of a name other than thet of the true
owner, if the property be correctly described; “‘and,
provided further, where the name of the true owner,
or the vwner of reeord, of any parcel of real property
shall be given, such assessment shall not be held mvalid
on aceount of any error or irregalarity in the descrip-
tion; provided, such deseription would be sufficient
in & deed of convevanece from the owner; ¢r on account
of any¥ degeription npon which, in a contract to convey,
a ecourt of couity would deecree a convevanee fo he
made.*’

By $050-242, Oreron Code 1930, the assessor is
required to set down in the assessment roll & deserip-
tion of each tract or parzel of land te be taxed. That
seatign further provides how land shall be deseribed,

Seetion 69-245, Oregon Code 1930, specifies that
an undivided interest in land may Le assessed and
taxed as such.

The procedurs te foreclese delinquent real property
taxes is prescribed by § 69.807, Oregon Code 19300 The
summons in such proceedings must contain a deserip-
tion of the property and the name of the owner or
owners of the legal title thereof as the same appears
of regord, if known.

Seotion 68-820, Orepgon Code 1930, makes further
provision in recard to fhe procedure on Foreclusure,
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the judgment which shall be entered and the method
uf sale. It states, among other things, that:
iie ® % Thg eourt shall give judgment and
decree for suech taxes, assessments, penalties, in-
terest and eosts, as shall appear to be due upon
the several lots or tracts deseribed in said summons
gnd application for judgment and deeree, and such
judgment and decree shall be & several Judgment
against and liea upon eaeh tract or lot, ot part of
a tract ot lot, for each kind of tax or assessment
meladed therein’.

The same section thus provides for the sale of
real property on tax foreclogure:

‘At such sale the person offermg to pay the
amount due on each tract or lof for the least quan-
tity thereof zhall be the purchaser of sueh quantity,
which shall be taken from the east side of soch
tracts or lof, and the remainder thersof shall be
dizcharged from the lien. In determining sueh piecs
or parcel of sach lot or troet, a line is to be drawn
due north and south, far encugh west ol the sastern
point of tract to make the requisite quantity,”’

Certain amendments of the tax laws were made by
the legislature in 1935. The only essential change in
the first part of § 68-102, supra, thereby effected was
that, after the word ““improvements,’” the following
words were added: “*machinery, eguipment or [ix-
tures'”. In the last part of the section the provision as
to severable interests was expanded to declarc that
he nwnership of standing timber, with n right to enter
npon  the pround to remowve such timber, is an
intcrest in real property: §698-102, Oregon Code 1935
Supplemnent,

Sectlon 69211, supra, was also amended, to pro-
vide that, “Whenever any standing fimber, or any
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mineral, ¢coal, oil, gas or other severable interest in
or part of real property is owned separately and apart
from the rights and intercsts owmed in the surface
ground of such reel property,” such inferest may he
asacssed and taxed separately from the surface rights
“‘and may be soht for toxes in the same manner and
with the same effect as other interests in rexl property
are sold for taxes': $6€%-211, Oregon Code 1935
Supplement.

The other secfions of Oregon Code 1930 herein-
above cited and disenssed were not substantiglly
changed until after the making of the last of the assess-
ments here involved.

It iz contended by the defendants that the plaintiff
and itz predecessor in ownership of the trade fizfures
here 1n question owned an interest in the real property
where such fixfures were maintained. That would
amount to an interest not enly in the bank building,
but also in the land on which the building stands. The
nature of sueh interest, whether 2 leasebold or some-
thing else, is not made clear by the defendants in their
argument. They assert in their bhriaf, however, that,
““Under statutes similar to those in Qregon, courts
alnrost universally have held that the interest ef the
lezsee 15 taxahle to the lessee as real property®: and
numerons cgses are ¢ifed bhv them in support of that
statement.

The first of such cases 1s dberg v. Mpe, 198 Wis.
349, 224 N, W. 132, 226 N. W. 301. The Wisconsin stat-
ate involved therein was, as stated by counsel for the
defendants, similar to that of Oregon. The Wisconsin
statute, however, provided that ““zll baildingz on lands
under lease or permit, inclading hildings located on
railroad right of way or on other lands not subject to
loral assessment, shall be assessed as real estate to the
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owners of sucl baildings.”” The facts set forth in the
opinien indicate that the land was not taxable, The
property had besn lcased and & building eonstructed
thereon, and the assessor atfempted to assess the
lenschold interest in the property. In passing upon
the right to asses: such terest, the court said:

‘‘Under the provisions of these statutes theough-
out the history of the state lands have been
assessed to the owner. No doubt the legislature
might empower the assessor to assess the lease-
hold interest againgt the lessees and so divide up
the property for the purposes of taxation. That,
however, has never been the policy of our law so
far as we know except for a brief peried when the
state wndertook to tax the respective mterests of
the mortgagor and mortgagee separalely. The entire
property, ineludiug all interests in it, 15 assessed
tn the owner of the property as defined in the
slatute, and the right of everv persomn claiming
any intarest 1n the property subordinnte to the fee.
whether wnder lease, contract, or othelwise, is
exttnguished if the propercty be sold in the excrcise
of the taxing power. If we were now to hold that
the interest of the lessee under a lease shonld be
spnurately azsessed, how conld it be held in other
cases that where assessed to the owner the interest
nf the leszeo could be cut offt If a lease creatas a
sapgrable taxable interest in the lessece in one vase,
it dneg in all cazes. The fact that the fee iz exempt
in one ease and not in auother does nat change the
noture of the lessee’s tnterest. A holding to that
elfert would involve o complete reversal of the
public poliey of this state throughout its liustory,
and if A change of that kind 15 te be hronght about
it shonld be done by legmiglative aetion, not hy a
judicinl holding made to fit n partienlar vase, ™

In the cnse of In re fudian Terrifury Hluminating
O Company, 43 Oklz. 307, 142 P. 997, which also is
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eited Ly the delendonts hevein in supperl of their
argument, it was heid that gas lenses were not subject
to taxation o5 real property or otherwise. The counrt
thus reasoned

“fhe provisions of the statute already adverted
tu provide a complete system for the levying of all
Laxes upon an ed waferens hasis; and we can find no
warrant in any of them for levying an ad ralerem
tax upon an oil and gas lease as xuch. Generally,
an oil and gas lease, a school land lease, o 2 lease
of any sort, for that mafter, undoubtedly is prop-
erty. But, sz we have heretofore stated, property
itself iz a creature of the law, and the classification
thereof for purposes of taxation belongs exclusively
to the lerislative department. * * °
iie & & T4is alzp ohservable that in many juris-
Jdictions variows interesis in real property for pur-
poses of taxation are made severable and assessable
in the names of the owners of the respective inter-
ests. That, however, is not the case In this state.
I'nder cur system of taxation, real property, which

for purposes of taxation means the ‘land itself, all
hmldinge, stocks, improvemsnts. or other fixtures
of whatsoever kind thereon and all vights and privi-
leges thereto belonging or in any wise appertaining,
and all mincs, minerals, quarries or trees under or
on the same,’ must be assessed in the name of the
owner of the land."

See also, in this connection, Stafe v. Jhaombiin, 185

Okla. 126, 90 P. (2d) 1053.

In Jetton v. University of the Sewth, 208 1. 3. 480,
52 L. Ed. 584, 28 8. Ct. 375, cited by the defandants,
the statute of Tennesses, in which state the case arose,
provided that the interest of a lessee should be aszegsed
to the owner of soch interest separately From other
interests in the teal estatc. It wasz confended by the
aniversity that the propercty nwned by it was tax-free
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and that therefore the lesisiature could net provide
for the assessment of a leaschold interest in its prop-
erty. The court held that the legislation in question
wag valid, and that beeause it specifically provided
that a leasehold interest should he assessed to the
lessee the university eouid not complain.

The cases of City of Chicago v, Universily of Chi-
cago, 302 X1, 4565, 134 N. E. 723, 23 A. L. B. 244, and
Moeller v. Gorntley, 44 Wash. 465, 87 P. 0, are the
remaining anthorifies eited hy the defendants to the
proposition that under statutes similar to those of Ore-
zon, ‘eourts almost wniversally have held that the in-
terest of the lesses is taxable to the lessee a3 real prop-
erty.'' As to the former of these cages, the Hlinois stat-
nte provides, according to the opinion therein, that,
*“When real estate which is exempt from taxation is
leased to another whose property is not exempt, and the
leasing of whish dees not make the real estate faxable,
the leasehold estate and appurtenances shall be listed
as the property of the lessee thereof, or his assighee,
as real estate.”

Moeller v, Gormley, supra, involved the taxation
of a leasze of state tidelands, and the ecourt in that case,
under a statute similar to § 63-102, Oregon Code 1930,
did hoid that althourh the {ee of the land was exempt
from taxation, a leasehnld interest in the fand counid
i taxed.

The authorities on which the defendants rely do
nit support theie contentton that the leasehold interest
in reat property should Le assessed to the lessee as
real property. Quite to the contrary, all those cases,
with the exeeption of Mecller v. Gormley, supra, hold
that ir the statute does not specitfienlly provide [or
asgexsing separnte intereste in roal property, such
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property should be assesscd as w unit to the owner of
the fee. Moreover, the facts in Maoeller v. Gormley,
supre, differ materially firom those in the case at bar,
for in ihat instance the land itself was oot assessable
and there was not an assessment of the fee to the owner
thercof and i1n addition an assessment of & leasehold
interest to the lesses,

In 26 B. C. L., Taxation, § 111, page 136, we find

the following statement:

(+¢ =+ * Property is, however, a word of most
general import and inclodes every kind of vight
and interest, capable of being enjoyed as property
and recopnized as such, upon which if is praeticable
to place a money value. Land or any estate or
interast therein iz undoubtedly property; but
inasmuch as a parcel of land is generally taxed
g5 a unit and the different estates or interests
therein are not separately assessed, the question of
what inferests in real estate constitute property
does not freguently arise. When, however, the

fee of 3 parcel of land 15 exempt from taxation and
a lesser estate or interest therein is not, such estate
of interest may he taxed i it is of such & character
as to esnstitute property.”’

And in § 318, at page 360 of the same text, this is

said :

“'Whether taxes on real estate are assessed
upon the real estate itsetf, regardless of ownership,
oT are assessed upon individuale by reason of their
ownership, it is not in mest jurisdictions the poliey
of the law to require the asseszors to tax the differ-
ent estates and interests which may exist in a single
parcel of land to the respective owners theraof, but
the assezsment is a unit npon the sum of the
Interests ™

See also, in this eonmeetion, Doneven v, Cify of

Taverhill, 247 Mass. 649, 141 W. E. 564, 30 A. T.. R, 358,
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Thie court in Nehalem Timber Company v. Colum.
biag Cowndy, 97 Or. 100, 185 P, 212, 191 I?. 318, also
jaid down the rule that real property should be
assessed as a unit to the owner of the legal eatate rather
than to the owners of separate interests in it. In that
instance the Iand wos owned by the federal govern-
meitt, which had entered info a contract to sell certaiu
timber thereon to the plaintiff timber eompany. The
aszessor of the defendant county attempted to nssess
the tinber to the plaintiff as real property. That was
done before provision was made by stotute for the
separate asseszment of timber. The court, after qnot-
ing the Oregon statute defining rea! property, which
wag practically identienl with the similar statute in
offaet in 1929 olzerved:

**For tax purposes this legislation inseparabiy
yvolkes the Limber to the land on whieh it is prowing.
The statute was torthier amended v 1919, but as
pniv the taxes of 1918 are here involved, no wottee
will be taken of the latter legislation. It s o peneral
prineiple that taxes follow the legal title, and this
geems to be the sense and spirit of this statute. Jt
refers to the iand itself, which ineludes ihe zrowing
timber thercon. The taxing power is not eon-
cetned with mdefinite eruities. Tt is said in seetion
3586, L. O 1., a= =o amended, that—

*¢ *No assessmoent shall be invalidated by a
mistake in the name of the owner of the yvesl
property assessed, or by the omission of the
name nf the owner, or the entey of a nome other
than that of the troe owner, if the properiy he
eorrectly deseribed.”

“All of wiieh indientes that the leral estate
alone 18 the =uldect of taxation. '

The statutes of Oregon relating to toxation make
no provision for the agsessment of a leaschold interest

AN 15 T 2407




to the lessee. In other words, various interests in real
propecty are wot, for the purpose of taxation, made
severable and nssessable in the names of the owners
of the respective interests, cxecept in certain specified
instances, such as those mentioned by § 69211, Oregon
Code 1935 Supplement, ond § 69-245, Oregon Code 1930,
as well as “improvements made by persons on lands
claineed by them under laws of the United States, the
fee of which is stil vested in the Uwmtied States™:
44 69-103 and 69.222, Oregon Code 1930. According
tu these last two sections, such improvements are
clasgified as personal property.

A further answer to the defendants’ argument that
the assessments against the banks could be upheld as
assessnents against their feasehold interests is the
fart that there was no attempt to identify the assesyed
property as leaschold interests.

The defendants make the furiher assertion that
the plaintiff has, and First National Bank in Salem
had, an interest in the real property hecanse the trade
{ixtures used by them in conducting their respeetive
hanking businesses were aitached to the First National
Bank luilding. No aftempt iz made to define the
interest so owned. The assessor of Aarion county testi-
fied that the only instance, within his knowledpe, of
assessing trade fixtures in Aarion county to the tenant
nf leaged premises as Teal property, was the assess.
inent of the plaintiff’s equipment and that of First
National Bank in Salem; and that in all other cases
trade fixtures were assessed by him as personsz)
property.

The defendants contend that it does not make any
difference in ordinary cases whether trade fixtures
are nesessed g5 rersonal properiy or as veal properiy,
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beeguse the amount of taxes levied would be the same
in either instance. In the case af bar, since the trade
fixtures ¢an be assessed ngainst a natiemal bapk, if
at all, only as real property, an exception has been
made by the assessor and they have been classified as
real property.

Seetion 69-7268, Oregon Code 1930, provides that
all taxes levied against personal property *‘shall be
a debt due and owing from the person againzt whom
sald taxes are charged for sald personal property’,
and if such taxes are not paid before becoming delin-
fquent or wpon demand of the assessor, the county
leving them ““may, in addition to the remedies now
provided by statute for the collection of taxes
against personsl property, maintain an action
against sald person against whom said tax has been
levied for the coliection thereof; and upon applica-
tion of the county, writs of attachment shall be issued
by the clerk of the court.

By 468721, Oregon Code 1930, the sheriff i3
required, in collecting taxes against personal property,
to levy upon sufficient goods and chattels, helongimg
““to the person, firm, or eorporation or assoeiation
charged with soch taxes, if the same can be found in
the ecounty, by taking them into his possession, to pay
siueh delinquent taxes',

The owner of real property has no personal lishility
for taxes agsesged apainst it nnless he ““has snbstan-
tially dissipated, destroved or removed’ the value of
such property: § 62-901, Oregan Code 1920,

In the cases of Turner o Spokane Couniy, 1560
Waosh. 524, 273 P. 939, Town of Langlade v Cracker
Chatr Co., 190 Wis, 286, 208 N, W. 708, and Ford
Hydro-Electrie Co. v. Tonn of Aurora, 206 Wis. 489,
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240 W, 418, it wos held that the assessiment of eer-
{gin improvements of real property as personalty
insiead of realty was nul) and void.

3. The connty assessors of this stafe may not nssess
trade {ixtures as real or personul properly as expedi-
ency sugpests. If trade fixtures are classified as
personal property for the purpose of taxation, they
must be tnxed, if at all, as personal property, and not
as realty. On the other hand, if such fixtures are a
part of the real property and are to be taxed as real
property, the asgessors have no authority to assess
them as personalty. If we were to held that The First
National Bank of TPortland owns an inferest in the
tract of land on which the First National Bank build-
ing 15 located, because it is the owner of eertain trade
fixtures kept and used by it in that building, and
that such interest in the real property should be
assessed to the plaintiff bank as real property, then
it won!d foflow that in all other instances trade fix-
turzs should he assessed to the cwner thereof as raal
nroperty. If the ownership of trade fixtures ereates
a separable taxable interest in the realty mn one case,
It does in all cases.

To require the county agsessors to assess all trade
fixtnres in the names of the owners thereof as real
property would impose uwpon them Herculean tasks
and rtesult principally in confusion. The law does not
contemplate any suech proecedure.

4, We are not here passing upon the question of
whether the plaintiff's trade fixtures and equipment
are real property or personal property within the
meaming of those terms as vsed in cur tax law. Nor
are we deciding whether or not such trade fixtures and
squipment may be taxed to the owner of the legal .
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estate as fixtures annexed to or improvements of
real property. No attemnpt was made to assess them
to the owner of the legal estate. We do hold that under
our statuies the various interests In real propertr
for purposes of tazatipn are not made separable and
assessable in the names of the owners of the respective
viterests except as hereinabove designated.

As there was no authority for the defendant county
in this instanee to aszess the banking fixtures and
gruipment to the plaintiff as real property, the
atternpted asseszments were void and the relief prayed
for by the plaintiff should have been granted. The
concluzion which we have reached renders unneeessary
a discussion of the other grounds assigned by the
plaintiff fer a reversal of the decree. The decree
appealed from is reversed and the cause is remanded
to the cireunit conrt with direction to enter a decree
in conformance with this opinion. Costs will not be
allowed in this court.

Bevr, J., did not partizipate in the desision or con-
sideration of this casze.
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IN THE OREGON TAX COURT
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BEEAR CREEK PLAZR, DEE., LTD.
ap Oregon Limited Ho. 1085 Iy

rPartnership,

Freperty Tax

Flaintiff,
L)

DEPARTMENT OF REVENLIE,
State of Gregon,

i endant.-

LAMONT S APPREEL, [WT.,
Ho.
Flaimtiff,
W

DEFARTMEFNT OF REVENIE,
Ftate of oregon,

Do endant .

These patters: are before the court on plaintiffs’

Motion for Partial Summary SJudgment. FPlainbiffs® metion seeks

a determinatlan that these appeals ape limited to four epecific
tax acocounts. Defendant opposes the motion on the groubd that
a dispute exists as to material facts.

Bear Creck Plaih Shopping conter was constyucted In

1%7T? in Jackson County. It cantainz approximately 1?3,&001

1 In ite brief for the Department of Revenue hearing,
plaintiff Bear Creek stated the size of the shopping center at
173,000 sguare fest. The county assessoar, in his affidavit
stated the 5ite as 161,270 square feet.

QEDER
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sfasce feet. Although the assessor values the shopping centey

as a gingle economic wnil, ke has, at laast =ince 1332,
allocated the total value of the property into 34 saparately
numbherad tax accounts. These accounts are intended to reflect
the propertion of the total shopping center walue allocable to
aBch tenant. The tenants are contractuslly responsible for
their pro rata share of the property taxes, but do not pay them
directly. The property owner remits the proparty taxes.
(Affidavit of Ron Dixon 41 3 and EX 2.)

In 1588, plaintiff Bear Creek Plaga, Ore., Lid.,
ewWhier of the zhopping dcehter, appemled the Janvary 1, 1388,
aggessed vwalue to the board of egualization. The Loard
adjusted the value by reducing post of the small accounta but
increased the four large accounts. Plaintiffs timely
appealed only the four large acsownts o the Dopartnent of
Eevenue on Septembear 29, 1038, and September 34, 1OEB.

The 2:Ee550r bavams concerned that appeals of only
the four large accounts plght reswlt in &an undervaluation of
the whale choppling canter. He asked defendant how to proceed.
An employee? of detendant sdvised him to file a cross appeal.
on July 26h, 198%, the azaessor weote a lebtgr to defondant
indicating that it constituted a cross appeal.

The only disputed Fact is with regard to the

B5sesEor's inkent in filing his *cross appeal . ™ Defendant

< The etmployee was the hearingz officer assigned to
plaintlffs" appesls.

URDER
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contends that the purpose af the ASS5SEERT & CEOSE appEal was

to place the value of the entire shopping centar at iszue,

Plaiptiffs contend the Bosp=sor's Ycross appesl” was dntimely
apd did not meet the reguircments for an appeal -
S

The sobion gives rize to two issues:

1. Could the assessor file & "cross appeal”™ With
the Department of Bavenue?

2. Are plaiptiffs entitled to appeal only 4 of the
14 Accounts pertaining tn the Bear Creek Plaza shopping
center?

APFPEALS TO THE DEPARTHENT OF REVENUE

The court finde that defandant erred in ¢ongidering
the crcs=s appesl gf the assessob. The dosessal Sebta the wvalue
of property for taxation. ORS J0E2.210. When =setting the walus
of preperty, the assessor iz acting in a judicial capacity.
JoE., Hidmer, Inc. ¥. Dept, of Revw., 281 Op 371, 374, 4%4 p2d
2834 (1972 (quoting citjzenpg’ Mat‘l. Bank y, Baker Lpunty Pd.
of Egualization, 100 O £69, 22& B 241 (l8241Y. An aczseasnr is
directed By the legizslature to properly aazess property (gep
OES 30E.330) and to assess the value of land separately from
the value of improverents. ORS MOB.ZL15(1)&e} and (f).

It is fundamental that an afficer exercizling
judicial sutherity canpot appeal from his or her own decigion.
Thug, if a taxpayer glects Lo appeal only Che value of tha

land, the assessor canneot "cross appeal” the valua of the

DEDEFR.

140 815 aLs e 2010




inprovements. This rxule is rellected in OBS 306, 275¢2), which
requiret AT ABEESSDr to be TaggrigvedT before the assesIol Can

appeal. An assessor way appeal from an order of o board of

equalization only if the order changas the wvalue set by bthe

assessor.  Even then, the assessor is subject to the sane blme
limits as the tmypayar. That is, At appesal to defendant must
be filed within 30 days of the date of pailing of the order of
the board of equallzation. ORS J05.280(3). The asseg=or did
not appeal within 30 days.
Tefendant sz amended Opinion and Qrder at 5 states:
*Thers are no statukory proviciona in the tax
appellate process requiring a cress=appeal or an
answer to a petition. When the issue of true ¢A3n
value has been prought befere the departrent, this
agency may determine such value on the basiz of the
evidence before it, without regard te the valus
raguested in the petition. ORS 203.11%.°
HWhile the abuve statement is technically cerrect,
defendant's applicatlom iz wrong. The issue brought before
defondant by plaintiffs’ petitions was the true cash value of
galy four accounte. If those tax accounbs are walid, then
defendant had me jurisdictisp to sonskder the value of other
accounts not appealed. Defendant does not have jurisdictlen to

adjust the value of A taxpayer’s proparty which is not the

subject of an appeal .3

3 Pefendant has autherity £o correct asgessed values
vnder its supervizory autherity. OBS 106.115. Howevar, it
must maka determinations to eupport the exercise of that
authority. OAR 156-305.115 (2} (1987 Replacement Fart). Ko
such determinations were made in these cazes,

ORDER
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pefendant reguests the court to consider Qredqon
Aroadeasting ¥, Dept., of Fey,., 297 Or 267, 5%8 PId 689, =h'g
depied, fermer opinion glarified, 87 Or 499, 601 F2d 473
(1478}, far the propositiamn that "statutery apd administrative
requirements for petitioning the pepartment of Revenue need not
be followed by the non-petitionipg pavty to raise an izsue ino
an administrative hearing.* {Defendant’s Supplemsntal
Aubhorities ak 2.} Thie broad propoaition would override
ganeral principles with regard to arhaustlion of administrative
remedies and procedurgl due processe. Aleo, Q9reqen Broadcasting
should not be read so breoadly. While the language in the
ariginal opinian may have lod defepdant te that conclusion, the
ppinioh denying the rehearingd conziderably narrowed the seape
of the criginal opinion. Te gquote Tthe clardifylpy cpinion:
"The discussicn in the original cpinicn as to
the walug¢ of the improvezments was necessary only to
develop the approach ta *+ & « the value of Ehe land.
An aseessed value of clther lapd or improvepents must
e raised in the appeal to the Board of Equalization.

A value not o0 challenged may pot Be challenged at
zome later stage of the tax appeals process.

Anything in the original apinion that may be read to
mean the contrary is withdrawn.®

Dregen Brendeastine, 287 Or at 502,

In summary, becausa the board of egqualizaticn

adjusted the value of all the shepping center accounts, the

dFSCEEor was alao entitled to appocal from the bpard of

equalization order. However, his appeal had &4 be perfected

_ 4 The court Einds 1t curious that defendanpnt did not
bring the opinion denying the rehearipg to the court's attention.

OREDER
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Withim 30 days as required by ORS J05.2Z80(3). IC was not.
Theraefora, if the saparate tax accounts ace valid, defendant
wps withont jurisdictisn o adjust the value af thosa accounts
ot timely appealad.

ATTHORIZED SEFARATE ASSESSHENTS
Ar lssue rzised by plaintirfe’ motion pertaing to

the use of the separate tax accounts for the shopping center.
The methods and processas for asssscing property for taxation
are set by atatute. The statute requlres parcels of real
property Co be assessed and taxed sepatrately.

GRS 308.215(1){1}). Although there is no dafinition of
"parcel ,® in Flrst Interstote Bapk of Oregoen, H.oA, ¥
Departwent of Bavenue, 106 Oor £50, 760 F2d $80 {(1948), the
court held that, in the context of the asseszpant statutes, the
value of ¢ach tax lot should be agsessed separstely.

Id, at 453.

ORS 108.240(1) regulees rral property to he
dezcribed Ly metes and bounda, subdivision, tax let or some
othetr means capakle of belng made certain. Any description
eubstantially conforming to these requirements is sufficient
for assessment, levy, collection, foreclosure and sale.

CEZ 308, 24043},

The general rule iz that *"real property is Absessed
29 & whole in the name o the owner.” Shields v, Dapt, of
Bew, , 1&6 Or 46L, 470, 513 Prd T84 (1572 {emsphasis added).

Consietent with this rule, ORS 308.115(1) provides that when

CROER
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s¢verable interears soch as mineral interests are Sgpapitely
guped from the supface graupd, they are ta hé separately
agsessed. Likewise, if a building, machinery and sguipment ap

a fixture i= pwped separately from other asseciated property,

it is tn be separabely asseossed. ORS 308 _115(2) .

In short, the statutory schems does net authorize

spparete assessments of sSegnepts of real property which are

not separately owned. Further, the description of Ehe unit
proferty Hdlodctéd O AfSesgpent should Be -r:apa.bh of being
used for purpcees af levy, collection, foarecloaure and sale,

The azsessment of the Pear Creek Plaza shopping
center ag 34 separate ta¥ acCcounts appeatrs to be jdnproper. The
record ipdicates that the tenants receiving the individuwal
assessnents do not own the property assasoced.  They may own
some of the rixtupes or Some of the ipprovements in a leasad
opase, bkt the assassmant takes into account the tetal value of
the land and buildings for that space. The court finds that it
should Tembnd this matter to the defendadnt to déetammine whethsr
the four meparats tax actounts appealed by plaintirfs are walid
BRsessmEnts . How, therefore,

IT IS ORDERED that plajntiff=* Maticon for Partial

Sdprary Judgment i= denisd, and
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IT 15 FURTHER SRDERED that this matter be reranded to

defepdant for further proceedings ¢onsiastent with thig crder.

costs to neither parky.

pated this .{?"3 day of September, 14992,
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Froperty Tax SFZE-9 Fu & M

Te U RD TN ATSR

Ho. 4122

LINHM COUNTY, & political

aubdrwiaion o the 5S5tace aof Oregon,

by and chrowgh ita Fax Callector

and Tax Adieszaar, HARK WOAKES,
PlaintifEfs,

T.

CEFARTHZHT OF REWVEHUE,

Sfate of Drégdn,
DeFandank,

and

DRYTOHN HUODEOWN CIHREOBATION, Target
Ecores Dhivizion, & Hinnesoba

'Cw:l.l.‘_flﬂ:&t].ﬂn.-
intervencr.

- TeE T i = e e o s i b byl e L e r e g

CRINICH

Plaingiff, Linn Couagy, [county) appeals Erom an
Opinion and QJrder cf the Department <f Revenus [departmént] which
determined that Intervenmpy {Target] gualified for a 2OASTLUWCELOR
wiCK—LO-progqress propecty tax exegpEicn for the 19%6=37 tax year.
As a result of thar detgpmination, the department concluded chat
Target'=s Figst year of eligibilicy €4f an enterprige rone
exemption for the same peoperty was the 1997-08 tax year.

The county's appeal alleges that the structure does not
gualify for the conztrucktion work-in-progress axempbicn bacause:
[L] The building was complete ax of July 1, 199%, & (21 Tacget

used ar cocupied the building on or befare July 1, 1%36. Eicher

OEINION
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of such condiclons would disqualify the property for the
exemation. Tapget intervened and defended at Ecial.
ThCTE
Targek ix a diviasipn of Dayton Hudrxon Corporation, 2
large nacronal retail chain. Target supplies products to 1t
storex through regqlonal discrcfibuclion cenCers, of which the
auybject property 13 one. Locatad btn Albany, the center's

103 acre =zite provldes parking for over 200 truck trallers in

addition to employee parking. The center 13 an enormeous hullding

of approximately BL6, 000 sguare fest separateqd into two large

wings, one for receiveing and one For shipplng., It services

19 Target stores using a highly automated conveygr =syitem which
reads computersiiad bar codex rhenm =zort=: and difecibutes bowxes to
spec.iis sbhigping lines.  In addition £e the large area taken up
by the conweyor systen, theze are Arads Ioc pusic and movias, a
regdcking orf value-added area, and a central reserve storage.
The ceater alsc ¢ontains administrative offices, training arceas,
brepk rooms, computer gooms, and resEcsoms.

Intezvenor emphasires that a distribution center is
moce Chan Juskt a warehouse, It is a systemized approach for
=orting and distributing geeds, ineluding, to some degres,
repackaging. The facility's primary purpose 13 not for storage
but For distributlen. Over €0 percent of the goods that Flow

theough the center azre fhaipped out Ehc %ame day they age

CPIHNION
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raceived. This peint is emphasized because che zize, complexity

and level of techoology ipwvelved reguires significant camputer

testing &nd empleayss Eraininy hefore the system can be used.

Gu= to Fhe mapgre of itd opecakbions, the cefTel Wag

tequired to $elect a Cixed complecion date in ogrder to coordinata

ahipping and receiviny with othepr distribution centecz- The date

for the subject property was July 21, 19%6. Onae of the target

executives Tescified that they 8ge "ot allowed™ to miss such
dacexs, As of July 1, 19494, the adrlniscrative offices. computer
room, and Fescraoms wWere complefe. However, yet to be installed
Wwas one of four air handlers for the ¥VAC syatem, certain lights,

ei1qht dock doprs, some doaor hardware, ©fadLlant heabers, and some
steel =ailings oo the mezianine.
Theee were &lso problems with the fize suppression

sysitem. The pumps had not been wired for power and, although the

fige=glarm system wasd installed, ik was not operaticnal because

the ipscalliing sub-contractor had magde pumerous cbiors. R34
resply, the fire mapzhall wouwld noc bfasue an gocupancy pErmit.
Target hired a new syb-cantractor to correct Tthe problams with
the flere system. Targel also regulged all conbracteps Eo work
ovestime and on Wweepkepds e finish the center by the pre-
decermined complertion date. On July 1%, twa days before Ehe
"fixed” completion date, the fire-alarm system was fimally

Approved A3 operational.

WEINLGN
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Did che subject peoperty qualify for property tax

sxanptlon as construction work-in-progreas undar ORS 307.3307

CEHIRT' 5 AMALYSIS

The property tax exsmprion in guestipn is provided foc

by ORE 307,330 which ceads:
“[1) Except for property cencrally assessed by the
Depazement «f Revenue, each new building of JcEdcture ol
" addition to an existing bulilding of structure is exsmpt

from taxation for each cax year ©f not more than Lwo
consecutive years if the building, structure or addition:

~{a) 13 in the process of construction on July 1;

“ib} Is Aob in use or Qocupansy on July 1;

"[c] Has not beep in use orf SCCSUpAncy AT any time prlor
to such July 1 date[.]

B If the property otherwise qualifies for
exaemptian uvnder Ethis section and ORS 307,340, tThe
exenpbisn 3hall Eikewisa apply to any machinery of
eguipmentc locaced ac che conscrvction aite which is or
w#ill be installed Llpn or affized to such building,

structure ar additgion.™
Thia statute providaz a Cwo-part test: (1) whether
construction was complece, orf [2) whether the puilding was used
9r Socupdiad o0 or before July 1.

The county contends that the building was essentially

completse as af July 1. Hewever, as indicated above, the

1 all references to the Ocegon Revized Statunes ares to the
18585 Replacemeng Farz,

QP IHION
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coffractol was still in the process of installing the HVAC

syftem, donrs, lighes, and hardware. The fire-alarm aystem was

not aperakional amd the Ffire marshall would not :ssue a permit

gllawing the building to be used, The conwveyoz sSystem was sEill

baipg installed and tested. In shorf, &smatructian of Ehe

dizeriburlon cencer waxs sbEill in procexs.

It iz worth aoting that Target did nobt intentionally
dalay completian in order T2 obtain the propdccy Lax exemption.
To the contrary, delays doe to heawy railn early in the project
alarmed the prejest magager that the center might not be ready
£xr the July 21 start date. The company had never misaed an
poening deadline. IE was only by #xtraordinary efforts and
axpense that the praject waz completed by July 2lst. The court
finde that the building was an che procass of construction as of
July 1.

The county conversely concends, ragardless of whather
Ehe con3T:iuCcCion was complete, that Target's use of a portion of
the faciiity before July 1 disgqualifies the whole facility. The
parties do not dispute that the administrative offices,
resTpooms, cceak rooms, and other azsas withim the distributioh
center wara wiad for adminiscrabive mabtecs ancd for cralping.
The depa-tment has adopted an adminlstrative rule pertaining to

e axemption in guesticon. The relewvant poetion of the rule

stated

DOTIHION
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“Na axemption may be allowed if use or. ocoupancy i
made of the building, struccure or addition, fr any part
therpaf, on er before July 1 of any Tax year in which Cthe
gxamprion is claimed. 3« or ocoupancy cefera to thac
use or occupancy for which the bueilding is intended wpon
cgmpletion., For example, Lhe use of & wWwarehouse for
storage of materials or the zental of an apartment &n A
new Aapirtmpent buwildiog will defesar ghe exemption.
Texting of egquipmant preparatocriy to operation L3
allowaple during the pericd of conscivuction '‘Teating’ can
anclude a2 limitad trial produstion run as a chack of
equipment and system perfarmance.” OAR 150-307, 32002} (d)

(Emphasia added.)

The csunty argues that using che sdminlatratives offices
fotr mrdering suppliex, hiring aew eoployees, and conducting
maniagemant canferences or meetings 13 consistent with the

intended putposes of thoss areas and thersfore disqualifies

Target from cbtaining the exemption. Target contends that the

building 1s intended as a distributicn centers, nok as an gEfice
complex or training center. It reasons” that use of che
administrative 2ffica in ¢onnesbion with the organizing;
trainimg, and starting up of the diszribuetion center i2 nob a
disqualifying use.

This iz & difflcule question. Undounbtedly, vary small
argas surh as the restrpoms were compleced and used by wockacs
during conscruction of the building as well as by Target
peraonnel and new higes. The county Appraliser expraised che view
that while 3uth use technically could di=agqualify Ehe propecty.
che assessor appllied & reasonablepess standard. However, the

rule does pot contemplate a reasonableness standard. Rather, it

DEINIOHN
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reguicres that use be related £o che lotended cviw of che bullding.
The county’ s interpretation woueld «vizcerake the rule in that as
soun a5 the flodsk wWas being u3ead to walk an, or windows to keep
tha railn ouwt, che structure would be *in wse.” O nacesslty, the
rule looks EBe tha ovarall intended wae of the bBuilding, noe yx=
compenent parta. If vuze of the administrative offices,
rmictooma, and ochep apass are noc uaed lo connecclon with orf
concamitant €9 Che ulde of the boilding as & distribution center,
such use ix not a disgualjifying vase under the stabute.

Testing of equipment during constructisn doesd nog

disqualify & propecty from exemption. Thi? suggescs that usloy

parts of a building in conpecticn wikh testing must be an
accapcable usa. Ceprarnly, Testing of equippent suqgests the
presence of enrployees who have been fzasned o5 Sperate che
equipment and the presence of samples of materials or product to
Lse Lo testing the egquipment., Testing also auggesta limeted
adminiSLealidtn to allow communication, reporbs, guestions, and
ddvice with rega:zd to the testipng. [Tt 13 unlikely chae the
iwgislacuce intended t¢ allow an owner to test che equipment, but
not allow the gmployees performing the Cwsts Lo use Che
cestoeoms, break reoms, pacgklng lot, or cther partas of the
bujlding 2nd struckure which play a supplemental or supportive
cole.  BReason indicates that tescting <£ equipment may imvolve all

depecTs &Nd use of che buildimg or structure.

QETHIGH

150 L8 15 R 7211




It i3 consistent wWwith the sc&tuze that the builcding be
exempt unktil it is ready to begin such use as will permic the

puTiksd to obtain & profic, Consequencly, thers iz 00 “use oF

gecupancy” until Lhe =ssential machipery i installed and hes

been toested. BPhilaps Tndustrriesa v, Dept, of Bev,, 3 OTR 462

(X974} .

In summagy, the court finds that the subjsct property
was intended to be usad as a regional distribution center. As of
July 1, 1996, the buillding was scill in the process of
constoyuction. ARs of July 1, 19%6, imstallation of the conwveyor
system was not completad. Also, as of that date, Target’'s use of
the building fér ocganizisng, hiring, Training, and testing
cguipment were all preparatory activities which do not constitute
usa and escupangy within che meaning ©f the statute. The
department’s Oplpion and Order Mo. 96-3347 is sustalped.

Incecvenasr o recovar tte costs and diabursements.

Dized cthis FT- day of February, 1994.
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EOBERT ELLIS, Multnoman County
hussessar, or his sucgesscr in office,
Flainmecaiff,

and

CEEPRRTMENT OF REVEMNUE,

State of Drcegon,
Intervancr,

T

DaviD LORATIL,
Defandant .

ECBERT ELLIE, Multnomah <ounty
As=sessaor, or his successor in offige,
Plainkl i,

and

DEPAETHENT OF HEYEHOZ,
Brate of Qregan,
Intervenor,

L.

DEAaWHA . WEBELAT.
Cefendant. .
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ROBERT ELLIZ, Multnomah County
Asaesspr, or his successgor in office,

PlaintikEf,

andd

DEERATHENT OF REVEHUE,
State of Oregon,
Incervencr,

W

JANET LI,
Neferndant.

FEORERT ELLIS, Multnomzh County
Asgessor, or his SuscesSsolr in offide,
FPlaintiff,

and

DEEARTMENT OF REVEHLUE,
State cof Oregon,
Inteevenor,

W

MLREK D. and FAREN F. SCEAAE,
Detfendants.

BORERT ELLIS, Mulenomah County
A=sz=essar, ar hls svccessor in affice,

Plaintiff,
and

DEPRRTMENT OF REVENUE,

State of Cregaon,
Intervencr,

¥.

ROWRLD F. arnd BLISION RUEBOSCH,
Defendants.
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Ca=zm Ma, 43I7

ORDER OH CROS5S MOTIONS
FOR STHMMARY JUHIAENT

Caza Ho. 4218

CRDER ON CROSS HOTIONS
FOR SUMMARY JUDEHMENT

Casa Wo. 43159

CORDER OM CROSS MOTIOME
FOR SUMEFREY JUDGMERT
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ROBERT ELLIS, HMultneomah County

Assessar, or his successor im office,
Flaintiff,

Cazae Ho. 2324

atyd

CRDER O CROSS MOTIONS

CEFARRTHENT CF EEVEHNIE,
FCR SINHARYT JUCHRAENT

Ztate of Oregon,
INtervenor,

.

BOGERT . god AVA M. TALILMAN,
Defendants.

T et e et M P v i by b e s e

In all of these appeals, taxpayers challeoge their
1997-%28 aeximum assessed walus {HMBW) In gach case, the
magistrate held that Article XI, sectien 11 of the Dregan
Constitution allows a taxpayer ko show a lesser 1995-%5 real

market wvalue when contesting their 1997-98 MAY. The Mwltnamah

County Rssessor appealed each Decision to the Regular Division of

this court, and the OGepartment of Reyvenue has interwvened. Thers

is na dispute of mater:al fact. Therefoze, all of the appeals

fave been consolidated for decision and submitted to the court on

cross motions for summary judgment !

FRCTS
In all of the cases, the subject properly 15 taxpaysr’s
personal residence. In all of the cases except one, taxpayer

purchased the property after July 1, 1995, for an amount less

' fonsgolidation alleowed taxpayers to pool thelir resources
and employ an experienced atcorney whe has excellently presented
legal arguments on Jifficult constitutienal guesticns.
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than the real market valve shown on the July 1, 1935, assessment
roll. All of these taxpavers were successful in the Magistrate

Division in catablishing that their property’s real market value
for the tax yesr beginning July 1, 1998, was less than the

asgessed waluse for the 19%5-96 tCax yedr.

fine aet of taxpayers, the Schaafs, owned their property
s1oce 19%3 but were unaware thaet its r=al market value was less
Ehant itz assatsed value until they refinanced their home. The
safinancing appraisal indicated that the real market value in
19494 was less than the amourt shown on the 1995-96 tax roll.
Threush evidence submictted at the board of property tax appeals.
the Schazfs established that the real market value of thetir
property was less 1n 1996 than was shown on the 15%%3-96& fax roll.

In snort, for the reasons indicated, nene of the
taxpayers appealad in 1385 to centest their real market vwalue.
However, all of the taxpayers appealed cheir July 1. 19897, HAW.
ALl of the taxpayers conkend that they now have a right To prove
that the 1995-9% real market wvalue on the tax reoll wag excessive
and therefore their HAV for 1997-98 12 less.

ISSUE

Does Article XI, section 11 of the Orsgon Constinution

permit a taxpayer to challenge the real market walue shown on the

tax roll for 1995-946 In conrtesting the property’s MAY for the tax

vear beginning July 1, 15972

CRDER OM CRDS3 MOTICHS FOR SUMMARY JUDGMENT Fage 4.
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COURT' 5 RMALYESIS
This court’'s responsibility is to copstrue section 11

consistent with the intent of the wvoters who adopted the

meagure.?

*In interpreting a constitutional provizion adopted

threugh the initiative process. our Cask i to discern
the incent of the voLers. The best evidence af tho
voters" intent is Che text of the provision itself.”

Bogepurg Schopl Dist. 1+, City of Rosebyryg, 316 Qr 374,

378, D31 P24 BH (1993).
Under principles enunciated by the Oregon Supreme

Court, this court begins its search for the intent of the people

by considering the text and context of che law, PGSE ¥, Bureaw of
Labor and Iodustries, 317 Or ede, €11, 259 P2d 1143 (L5331, If

gareful analysis of the terxt and context does not reveal a clear

intent, the court may chen consider legislatiwve history or

historical circumstances. As noted by the Supreme CTouzt in

Conlras v, Citw of Sutherlin, 318 or S84, 94, 871 P2d 465
(19%4]

"It is an uousdal case in which the text and context
of a constituticnal provision reflect the intent of the
voters sSo clearly that no alternative reading of the
pravision is possible. Ordinarcily, thls court will
axamine the history of a constitutional provisionm Aif
there 1s a plauvsikle alternative reading presented to the

court.”  {EFoacnate omitted.)

“The constitokion derives rts force and effect from
the people whe ratified it and net from the proceedings
af the convention where it was framed » ~ ».°

Monaghan
¥, School Disteict po. 1, 211 e 36T, 367, 315 p2d 797
{1857,

ORDER ON CROSS MOTIONSE FOR SUMMARY JUDGHEMT Fage 5.
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articzle %I, section 11 of the Oregon Constitutiofn was

adopted by the people at a special election held in May 1937
section 11 inposes an overall limitation on property taxes by
matahlishing 2 MAY for each unmit of property and establishing a
permanent bax rate. Two paragraphs, paragraph (a) and g, of
sectian 1141) directly bear upon the isswe hefore the courk.
Paragraph f{a} of sectian 11(1l) states:

™4 + 4 Por the tax year begioniag July 1, 1987, each unit

of property in this state shall nave & maximum assessed

valee for ad valorem property tax purpeses that doss not

crcead the property’ s
beginning July 1, 19495, reduced By 10 perccent.”

[Emphasis added, )

This court has tecently construed “each unit of
croperty” to mean cach assessable unit of property. Oregon’s
property tax system has long provided for separaté ASSESSMERLE of
land, improvements, and personal properiy. Accordingly, the
court has concleded that each category consztitutbes a "unit of
property” which hasg its own real market vaiue, assessed valus,

and MAV. &Seg Taylor and Felts v, Clackamas County, Dregon Tax

Tourt Case Mo. 4302 {filed Jaouary 13, 138%9).

Taxpayers contend that the words “real market value” in

paragragh {a) mesn just that, the real marker value of the

pIoperty, nob its assesgsed value. They polnt out that assessors’

sstimates of valus are net the same thing as real market value.
In opposition, PBlaintiff and Intervener contend that paragraph

{a) iz referring to the real market value as shown on the tax and

CROER O CROSS MOTIONS FOR SUMMARY JURGMENT Fage &.

NE0- 00| 5P, 2101




assessmeht roll as of July !, 15855, Taxpayers respond that if

the voters had intended or meant the real market value shown on

the roll, they would have so stated. This latter pgint is not

necessarily true as seen in Cascade Stee] Reollipg Mills, Ing. v,

Dept . of Rew., 13 OTR 252, 257 {19951, a case cited by taxpayers

in suppart of theiy Fetiticn. In that case, this court held that

when the legislature specified "real market valuse™ in

ORS 309,100, ir must have inteodsd the assessar's “estimate™ of

real marcket walwe,

Taxpaysrs arguments have facile appeal, but do pet hold

vp upon close examination. The words “real makkeb value” in

paragraph {a]l are immediately followed by the words “for the tax
verr.” These latter words modify or identiiy which real market

value is to be uscd. They appear to refer o the valive rhat was

used for purposes of assessment and taxatien. While it is

possinle that the wotcrs intended to refer Lo The property’s
actual real market velus during the tax year, it iz unlikely.

Such an abstract meaning would have no direct relationship with

ke propezty tax system, Tryiog to force the meaning dewn that

path leads to a aumberless nowhere.
If the court assumes that section 11(1){a) does not

refer to the real marker value shown on the poll, the next

question must be: WYhere does the number come {rom? Certainly

section 11 recognizes that property taxes must Le administered.

OEDER oM CROSS MOTIOME FOR EUMHMARY JUDGMENT Fage 7.
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If a MAY is to be established, then the real market value for
every parcel of property as of July 1, 1995, must be ascertained.
There are only a limited number of possibilikies: (1) sale of
the subject properties, {2) gevernment appraisals, (3] taxpayer
appraisals, and [4) existing property Lax records.

By May 1337 when the woters passed Measure 50, they
knew that every parcel of propercy in Oregeon had not sold an
July 1, 1995. It is ooly slaghtly less ludicrous to consider

whether the votere intended assessors ar Lakpayers to asscoss

evary parcel of property. Thigs leaves only ane explanarion: the

words “real market value™ in paragraph f{a) were intended to refer

to the amount shown as the real markst velue on the assessment

and tax roll for Jaly 1, 1%95%. This view is consistent with the

administrarive needs of the property tax system- The ASSCS530I8

af parh county were reguired to compute a MRV for every parcel of

property. This was feasihle only by using the real market value

from the July 1, 1993, assessment and tax roll.

The second paragraph direcrly bearing upen the issue

before the court, paragraph (gl of secticn 11{l). states:

“There shall not be a reappraiszal of the real markel

valug wsed in the ta® year beginoicng July 1, k985, for
purposes of determining the property’s maximin assessed
value under paragraph {a) of this subsection.” [(Emphasis

added ., }
The spacific terms used in context are sufficlently

i11-fitted s& a3 te create ambiguities and qguestions. The word

QADER ON CRD53 MOTIONS FOR SUMHARY JUODGHENT Fage &.
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“reappraizal” does not it well with the words “real market
value. " “Walue”™ is not & usual object of the ward “appraisal.”
In this context, value is not appraised, property is appraised.
Frobably what the woters intended to gay is that there shall not
be a reappraizal of the properby’s real market value.

Section 111} rg: specifies that the real macket wvaloe
in question is that which was “used™ in the tax year beginning
July 1, 1894, The common, ordinary meaning <of the word “used, *
is that it was applied to ascamplish samething. To be “used in
the tax year beginning July [, 2935, " suggests that bhe real
market wvaluwe was empleoyed in somg fashion in that year. The most
chvicus and common use was the zeal market wvalue on.the

assessment rolr. That would he A clear, exact numDer, 1t world

dalso be a number as=essors ¢ould use to calgulate MAY for the
19%7-98 tax wear.

Wnatewver the “aciual™ real market walue of =sach
Property was in 1%9%5, only the real market value on the
The walue

assecsment and tax roll was “used” for that tax year.

which taxpavers aszsers, even though supperted by evidence, Was

nol the wvalue Yused™ either by them or by the assesscr {oz bthe

1%%5-9%6 tax year. Consaguently, the woters must have intended

the words “real marker value”™ to refer to Che real marketr wvalue

shown ap the tax and assessment roll for 1995-96.

Py
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Because parajraph (gl refers To paragraph {2), the two
paragraphs may be read together for their collective meaning. g

should be apparent that there would be no peint in prohibiting a

reaperaissl unless property has been previcusly appraised. To

probibit a reappraisal is a direction that the prior appraisal
shall not be disturbed &r overturnged. The only “appraisal®™ that

wopld have applied to every parcel of property in Oregoen would

have been property kax appraisals. Therefcre, the real market

value in paragragh {g] must be the value that was “used” as
described in paragrach {a) "for the tax year.” Both paragraphs
contemplate a roal market valoue that was employed in
administering the property tax system tor tThe Tax year beginnifg

Juiy 1, 1995, Any “actuzl” real markel valoe as contended for by

taxpayars would not have been vsed or necessarily been "for the

tex yeav. ™

Contrary to taxpayers® assertlons, the court concludes
that the woters inteaded te refer to the real market valuce on the
assessment and tax roll precisely beocause it did provide
certainty. By the spring of 1997 there would have Leen few

properties whose real market valuw was still in questfion. It is

significant that the voters selected July 1, 19%5, That date
becams the starting peint for all future caleulations of MAY and
iz significant because section 11 alsc reguires the establishment

vf permanent tax rates. Establishing permancnt fax rates

ORDEE ON CROSS MOTICWS FOR SUMMARY JUDGMENT rage 10.
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suggests the need for corteinty in the calculaticn of those
rates. Allewing property owners Lo appeal ang change the real
market value used for the P9%5-96 tax year is inconsistent with

the establishment of permanent tax rates.

Because the concept of MAY in paragraph [3) is unusual

ard tche phrasing in paragraph (g) raises gQuestions, the court has

coneidered the legislative histery of section 11. As cobiferved rn

Tayler and Feltz:

“"Thizs zeciion had an unuswval peginning. By initiative
Mezasure 47, adopted at Lthe Hovembop 15%6 generpal
electico, 2regen  vobtersy  enacted a  constitbutional
amendment limitiaog proopecty faxes, Howsewer, affter
" studyving that amcndment for the purpese of enacting
conforming and impiementing legislation, the legislature
concluded that Measure 47 presented too many legal
questipng, unattended conszeguences, and difficultics. It
therefore drafted a revised Measure 47, arnd referred the
revised measure o che poaple as Measure S0, AT a
special election in May I%97, the vorters adepted Measure

50, rtherzby repealing Measure 47.% {Tayvlor and Felts at
=3

Measuure 47T was a direct limitation on the amount oF

praperty taxes that could be imposed. Messurs >0 (secticn 117

took o different route to accomplish the same thing. It limited
the assessed value of property angd =stablished a permanent tax
rate. The Bxplanatory Statement furpished by the legislarure
that drafted Measure 59 and contained in the Voters® Pamphlet

=tates:

*geduces the maximum assessed valve of property for
the 1997-1998 rax year to 890 percent of the property’s

gssessed valye for the 1995-1996 cax year.” ({Emphasis
added )

ORCER ON CROSS MOTIONS ECOR SUMMARY JUDGHENT Page 11.
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Aas of July 1, 19353, ORE 308.23f required property to be
assessoad at 100 percent of ics real market walue. Thua, the
explanation in the Voters® Pamphlet indicating xhat the MAV would
be reduced to 90 percent of the property’s “assesszed value” for

the 19%95=86 tax year would be understood to refer fo che

praperty’s real market value used for that year. MHeore important,

there is no language anywhere in the Voters® FPamphlet which

suggests that the foundatien or stacting number for calcoulating

MAV could be appealed or changed.

Taxpayers make ather argumentsz which che court finds

unpersuasliye. They argue thab sectien LI{1}[g) is a resiricricd
only on the assessor; that the wvotars would not restrict their

ewh rights of appeal. Making assumptions abeub what the voters

intended in These circumstances is mere speculation in the

absence of any language in the canstituticn addressing appeal

righta.

A3 noted abhowe, Measure 50 was intended to ascomplish
the same thing zs Measures 47, which is to limit propesrty taxes.
What the woters may have understocd with regard to bow Lhe
aszessed value of property affecks the permanency of the bax rate

iz unkaown. There is no mention of rights of appeals in section
11 or the Yorers' Pamphler. Ceonseguently, it is just as likely
the voters beliewed that by using the July 1, 1935, value, less

10 percent, there was no need Eor anyone to appesal.
ORDEE O CROSS WMOTIONS FOR SUMMARY JIDGHENT
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The greateat ecbstacle faced by Laxpayers is the
language of =ection 11(1} (g} itself. The prohibition against
reappraisal is unconditicned and unlimited. It prescribes any

reappraisal. Whether real market value refers to "actwal® or

asseised, a reappraisal is prohibited.

Paragraph (g} iz clearly intended Lo prevent going back
in history and revising each property’s MAV starting poiot. To
allow taxpayers to challenge their 1995 real market value would
make paragravh (gl of noe effect. By selecling a real marcket
value ag of July 1, 1995, almost two years earlier, the vwoters
provided a margin of time which, in a general sense, wotld have

agsured a higher value in 1997, By speciiying “less 10 percent, ™

the voters establizhed an additional margin sa that all vorers

might foel comfortable that the starting point for calculating

MAY would be ae least less than the real market value in 1537,
Basgd vpon the akbove analysis, the court copgludes that

taxpayers appealing thelr July 1, E9%7, MAY may not challenge the

real! market walue shown oo the tax roll for Jely 1, 1995.°
The +purt recogonizes that io cne sensc MAY is somewhat

arcificial or arbitrary. That is inherent in the overall

scheme of sectlion 11, The conccoplbt may, over Time, result in

rarious degrees of nopuniformeity in Che property Tax 3ySLem.

' of course, if taxpayers believe that the amount wsed was
not the smount shown on the tax roll or that their MAV is
incorrectly calculated, they may appeal on such grouhds,

ORDER ON CROSS MOTIONS FOR SUMMARY JUDGMENT Page 13
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Sectlen 11418) contemplates this and excuses itgelf from
conplying with other constitutisnal provisions reguiring
uniformity, specifically Articie IX, section 1 and Article 1.
section 32

Having resclved the issue before the court; now,
therefore,

IT 15 ORDERED that Plaintiff's and Intervencr™s Motion

for summatry Judgment is granted, and

IT I: FIORTHEER OEDERED that CDefendant:s’ Hotions for

Surmary Judgment are denied. Costs to neither party.

Cated this E;E&day of Februvary,. 15999,

s

Carl H. Byers
Judge

QREDER OW CROSE MOTIONS FOR SUMMARY JUDCMENT
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IH THE OREGON TR COURT  gaferieicone wAT0G

REGOLAR DIVISIOHN n.": -
Property Tax Ay _ﬁ %él:._,;_‘ .;-]-'-"LL.'-E_{?L:

Casa Ho. 4356

PARKS WESTSAC L.L.C.,

EFlaintiff,
OHDEHR GHAMTING DEFEMDRAT S
. HOTION TO DISMICSS

DEPARTHENT F REVERIIE.
Etate of Oregaon,

et bl bl e e e e b e b

Dafendant .
Flaintiff |(taxpayer)l appesls the 1937-4%6 real market

valuc assigned to its praperty, &venr though the azasssed value is

less. Taxpayer assarts that because the 18936=97 real markest

walue was adjudicated under QA3 309,115, that valus must be

carried aver to che 19597=-39B tax year, Defondant ané:tm&nt of

Fevanue (the depactment) has filed a Motion to Dismiss and a
Mation [oF Sunmapy Judgment, both of which assert thabk CLaxpayse
iz not "aggrieved”™ withip the meaning of DRE 205.275.  If
taxpayer is not aggrievad withim the meaning of that Statute,
taxpayer does nob have standing and; thereficrc, the Coull may oot
PECICisE its jurisdiction over che claim.

FEf

Fif

1 pl) refearences to the Oregoen Revised Statutes aro to
139%T,

ORDER GRANTING DEFENDANT' 8 HOTION TO DISHISS fage 1.
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FACTE
Taxpayer appealed the 19%6-%7 real morket valoe of ite

property to the Magistrabe Divagion of the Tax Court. Omitticsg

history not relevant here, taxpayer prevailed ancd the real market

value was astablished ar $624,070. For the 1997-98B rax year, the
pRse=saar zet the real marke: wvaluc ot S83L, 320.  Howewver, this
was not esed az the aEse=Esad value because the newly enacted
Meagura 50 {hrticle 11, saction 11 of che Oregon Constituticon)
established a maximum assessed value for taxpayer™s prepéchy oF

$2El,.663.
IS5TE
Is taxpayer aggrieved by the assessor placing an
increased real market valuc o Che as32asment records?
COHORTT & AMALYSIS
Taxpayer claims the benefits of ORE 300,113,
GRE 3I0%.115(1) providos:
M+ + 4 If the brard of prepeeky tax appeals or the Lox
court or other court enters an order cocrrecting the value
of 3 separate assessment of propaorty and there is no

further appeal from thet order, except as prowided ubder
subsection [2] =F Ehls section, the walue 50 epteped

ghall be the walyge epteped on ELhe sssessrent and fTax

rolls for the five asseasment years pext fellowing the
year far which the order is antersd.” {Emphasis added.}

If this stabute was applied literally, taxpayer’=s
aszgsapent for the 1997-90 tax year would be $624, 070 inatead of
$%681,6581. That is hardly in taxpayer's interest. The anly
reason Chat taxpayer’s assessed value is not $624,070 is pecause

ORDER SGRANTIHG DEFEHDAHT S5 MOTIGH YO DLEMISS Page 2.
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its property’ o maximum assessed wvalue iz esztablished under the

constitutlion, and the canstitution averrides the statute,

The court concludes that taxpayer is neok aggrieved
Within the weaning of OGRS 305.275. S0 long as the propercty's
maximum aszessed walue is less Lhan jts rez] market wvalue,
taxpayer 1z not aggrieved., In the fu;ure. if the adjudicatad
valye ypnder RS 309,115 12 ever lems than the maximum assessed
value and the aseessor does not apply the adjudicated value, Lhe

LAXEayer 4t that timé can make a clatm for the benefits of
QRS 305.11%. How, Eherefore,

IT I5 CROERED that Defendant’s Motion to Dismiss 1s
granted, and

IT I35 FURTHEER GRDERED that [Defendant's Motion for
Summary Judgment i3 Jdeemed moot. Costs bto neither party.

Datod this ZE™ day of Feptember, 19949,

Y-

Carl H. Byers
Judga

COEDER GRANTIRG DEFENDANT'Z MOTION T3 DIENISS
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2000-2001 IFR PROPERTY RETURMN COMPUTATHIN SUFPLEMENT

The purpase al s Supplement ia ta provide trending and depmeclation muoltipdiers (or use incaltulating the
12000 RMY walue, LUs6 this suppkement carefity.

The trending sulliplieds are calculaled using data from ha correnl Marshalland Swit publication. 1n spectal
circumstarsss thase factors may rol apply b0 a parliculat proparty. Wian [ocal market data show different
trends [Such as v general use buidings), the sppraser Shoukd isa a procedure that resubis in the mast -
abbe indhcalor of market valug, The trending and dapresiation multipliers presanted here shoukd nol be Bhnd by
used. In all circurmstances, the appraiser musl axercise appragsal jdgmant

The fallowlng multipliers refiect the changes in cost fram January 1, 1999 b January 1, 2000,

BUILDINGS TRERDING MULTIFLIERS

Groun §
Lighl Steal Frame 104
Pre—Fah Steel 104
Reinforced Conereta Frama 104
Tilt-Up Ceatrets 1 {4
Heaavy Stesd Frarme 104

Group 2
Whood Franme
Heavy Timber
Magonry

MACHINERY TRENDING MULTIFLIERS
Group 1
Printing Equin
Group 2
Hakery Equin
Millwonk Equp
Mobika Horra Mg

Faricia Board Equip

Flywacd Prant Eqoip
Electranie Mg Equip
Texiila Equip
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MACHIMERY TRENDING MUOLTIPLIERE CONT.
Group 2 cont

Yarehousing Equip
Boltling Equip

Ajreralt Mg Equip
Staam Mg Equip
Laundry And Cleaning
Syerage O All
SawmillEquip
Alurminum Reduction Equip
Foundry & Forging
Machine Shop Equip
Shreret Metal Shops
Steel Mil Equip

Cannirg & Frozen Foad
Fres & Cnign Ring Equip
Potate Processing Equip
Clay Products My Equim
Brewing Equip

Dairy Equip

Paint kg Equip

-0id Starage

Freezing Tunnel Equp
Refrigerabon Equip

Fish Cannery Equip
Fmed Mill Equip

Meal Packing Equip
Asphall Batch Plant
Chemical Mg Equip
Bulk Qil Sioange

Bulk Jil, LF Storage
Feock Crashing Equigs
Gement Mig Equip

zlazss kg Equip

Gogup 3

Fresh Pack Equip 102
Paper Mig Equip 1.02

Tha rending muklipliers are applied b tha ptaviolrs year's adjusted vakue as of 5109, When a new appraksal
|s dene prior to the new assessmentdate and pricsd o a specfic date, it is recessary to adjust fof lire by
procating the rending multipbers 1z the nearastquarter 1o rflect change frem the appraisal date Io the risw
assassment date.
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Deprocision Selocton

In @n ingustrial plant, mainledancs s continuous between sppreisals, and_ of course, so is wear and tear and
pbeptescence. The proper sekedlion of depreciallon multipliersin Schedula 1A for buiidings and machatery
during (he maintenanca cyck will resultm a new raasure manl of value that should comespond to the
eslimata of a new an-sie appraisalmade atter a period of maintenance,

The fedicraing depraciation (actors producs the indicated dedining balance life shawn in Schedule 24, The
assetiita associated wilh 2 depraciglion kevel i shown here far your inther consideratsan. Your use of
appralsal judgrient and proper selectionin chepaing the comest depreciabion ldtors will rasult in proper
appraisalmanignance, The folkowing tables are guidelines I be used in sebackng mainienanca factors.

Pepreciation Mulipliers — Schedula 14
TS - 1100

Cvgha [2) Rarmes [3)

Fiurst Maintenance Cycle Buidings & Siructures
Machinery & Equipmert

Second Maintenance Tycla Buikdings & Shructras
Machinary & Emquipmant

Third Mainlenance and Buikings 4 Suchrres
Succesding Cycles Machinery & Equipment

BY 28 BE o

Depreciafimgm LevelLife -

2
A
o2
03
S
Hh
BB

150 y=
6.7 yis
8.8 yrs
215y
25 0 yrs
A0.0 yrs
3r.5 yrs

L T | A A T T

Thea mainbenance cyeles reflacd & Sk-year pericd betwesn 2ppaarals. Sooms Sropeartas may ba
betler valued by appraising mara or lets mequenthy than sncopsars. 11 is MeSesE3 0y I Sobritsd
judgment when salecbng lhe preper cycla. Unuswral scenarias can afise such as the following
axamples

A An oider plant in its third or fourth mamenance cycle, as far as chronologicalage,
undergoes an extensive expansion and rempdeling praject which eliminates a prghable
maintgined mid-ife condifion, The physical gssets are mgsl likely deprecialing at a mona
rapid rate, Therefqre, e depregiglion mutipiers shoukd be selecled from e first or second
maintengnce cycke rather than the tirg

Anew plant buill from used matenals has had thal fact reflectadin the orginal appraisal.
The manienance of thal appralsal requires the same conskderationas a pianiin a mann-
taned amd-lile condithen whers e annual rate of dapresation has dechned. Tharafors, S
deprecialan multipher shouk ba salected fromm the sacond or third cycla rather than U firsl
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There ara thres ranges of depreciation multipliers,

STAMDARD — Ranip "B” raprasants by peeal manntenance condilionsg end is the range used most
oftert. The deprecialicn rmuliplacs from Rangs "B reflec! loas in valye for the petiod from phygica
deteraratipnand foncltional ubsalascencs iy tha appraised vnit of property of an organizahion with
ypicg] maintenanse programes and a rormal captalization poficy. Ranges A" and "G represent ex-
trames, plus or minos, e "B.7

BELOW STAMNDARD — Rarga "A" reflacls 2 (055 in value for the period from phy sical detenorabion

and formctional absslescarsta wiats plani nmanlenancs prachos is below standard. This company's
assals wold be daprecialng al a rate that is fastes than normal, (faster than Range "BT); of, an
evganization that has a vary "nged” capitalizationand raporting policy. They add cogts in e Real
Proparty Returm that ans formalhy sxgsenzad by similar companies. Recogniton of these Condions,
irdivitually or cofacdively, can sarva 3% Iha basis for sebecting Range “4"

ABOYE STANDARD — Ranga "G rafiects a oss in valua lor Ia pariod from physical detencratan
and functionalubsalescancawheara planl maintanancs practica |5 above standard. This compamy™s
antabs woukd be depraciating at a rate that is skawar than nermal, (skower than Ranga "B7); or, am
par of an srgarealicn hal has a “Lharal capvalizaticon and reposchng policy. They amit costs friam
thear Faal Proparty Return that are ncemally capstalized by similar companes. Recoqniionof bwese
condiions can senve as the basis for selecting Range "G

When 5 neyw Redd appraisal has been made prior or subsequent to the asaessment dele, and priced
o a specific date, it i necessany fo adpst for tirme by prorating the deprecsation motiplier o e
nearaslquarter to reflect changes from the appressal dale 1o the assessmant date. An example B an
appraisal dated A48, Tha depreciation ior ihe last twa quarters woukd be prorated from the yearly
mfbpliar. ifihe muliplerfor the year was .86, the poated adjustment fos the [as1 bwo quades
wauld be  BH or 88 for tha a5t quarter,

Five vary Impartant things b ramambers

A
B

Deprecalion mulipsars and rangss ars ravenyed annUally.

The only time recommended for uslng depeacsation mutplwes o the cormputalion sheet is dureg the
reqular malntenance cychs. Af the end of the pariod, a new on-sile appraisal is made and Lhe Spcks
i5 re=inibizled for another malntenancs period.

Cevialion from the suggestedranges |5 accaptabiswhan there |5 supportatie justficabion for
INCrEAsInG o decreasing any of the apreciaten multipliers.

Cumenl year adddions ars qrvan trend and dapredciatan lacdors for Bha quartear in which they werg
added 1o calcualethe 1140 adjusted vabe.

The depreciation sehedules rafiect a six-yearapprisalcycée. |f the property is being appraised less
of mora aften, e schetdubss will have In be applied diffaranty.
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Economic Obsolescence in Oregon’s
Lumber and Plywood Manufacturing Industries

Tax Year 2000-01

One of the most difficult problems faced by industrial property appraisers is estimating the loss in the
value of an asset due to economic obsolescence. For many industrial properties, intractable problems
with the sales and income appraisal approaches leave only the cost approach as a viable appraisal tech-
nique. Unlike the sales and income approaches, the cost approach does not implicitly account for eco-
nomic obsolescence that may be present in an industry. In this paper we develop a method to esti-
mate economic obsolescence for use as an adjustment to the cost approach, focusing on Oregon’s lumber
and plywood industries.

Economic obsolescence is caused by factors external to the property

Economic obsolescence is defined as the loss in value of a productive asset due to factors external
to the asset. This contrasts with physical depreciation and functional obsolescence, which are inher-
ent in the asset itself. Because the factors that cause economic obsolescence are external to the as-
sets being considered, economic obsolescence in most cases affects entire industries or large seg-
ments of industries.

A number of external forces can reduce the value of productive assets. The forces include changes in
demand for an industry’s output, changes in the availability or costs of inputs, changes in laws or regu-
lations, the development of substitutes, and others. In the pacific northwest lumber, plywood, and re-
lated industries, a number of these influences have occurred in recent years: declining timber supplies
as federal land has been closed to logging for environmental reasons; increased competition from Ca-
nadian and southern U.S. wood products; the development of substitutes for solid lumber and ply-
wood; geographic shifts in the availability of timber; a general reduction in the demand for wood products
in the economy; and perhaps others.

Developing a measure of economic obsolescence

In developing a measure of economic obsolescence, the key is to determine how the forces that cause
economic obsolescence affect firms in the industry or segment of the industry being considered. For
the timber processing industry in Oregon and the rest of the northwest, the primary forces that have
caused economic obsolescence in the past include the following:

1) A decline in the supply of timber due to reductions in federal timber harvests associated with
the listing of the Northern Spotted Owl as an endangered species.

2) Increased use of substitutes for lumber and plywood in the building industry, primarily ori-
ented strand panels, laminated beams, recycled plastic lumber, and metal framing components.

3) Increased price competition from Canadian lumber arising from stumpage subsidies provided
by the Canadian government.

4) Increased price competition from southern U.S. lumber arising from lower production costs
in the South.

5) Reduced demand for lumber arising from economic and demographic factors.

During the mid-1990s, the combination of these factors resulted in an over-capacity in lumber and ply-
wood industries. This over-capacity, in turn, resulted in the under-utilization of some mills and the clo-
sure of others.
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One potential measure of economic obsolescence, then, is the difference between capacity and actual
production. Properly formulated, measures of under-utilization can be used to estimate how overca-
pacity affects the profit-earning power, and therefore in the asset value, of operating mills.! A number
of authors have advocated using utilization rates as direct measures of economic obsolescence, where
obsolescence is calculated as one minus the utilization rate.? This approach errs in that it does not take
into account the cost structure of the industry being analyzed. In industries with significant fixed costs
(i.e., most manufacturing industries), profitability falls faster than the fall in capacity utilization because
fixed costs do not decline as utilization declines.

Excess capacity as a measure of economic obsolescence

Because productive assets, such as lumber and plywood mills, derive their value from the income they
can earn, and because there is a strong relationship between the level of use and income earned, a fall
in use relative to capacity is a strong indicator of a decline in asset value. By measuring actual use
relative to capacity, we can estimate the decline in asset value attributable to under-utilization. For pro-
duction processes with a significant level of fixed costs, net income falls faster than the rate of utiliza-
tion because the fixed costs do not decline with a fall in utilization. In developing a capacity-based
measure of economic obsolescence, therefore, the relationship between fixed costs and variable costs
is important.

When excess capacity is present in an industry (or segment of an industry), whether it is caused by
new investment, decreased demand for the industry’s output, or a reduction in the supply of a key
input, all firms are affected. In the case of a reduction in the supply of a key input (e.g., public tim-
ber), a given level of productive capacity is bidding for a smaller supply of the input, bidding up the
price and reducing profit margins. Even for firms that continue to operate at or near full capacity, the
increase in input prices means lower profits and, therefore, the presence of economic obsolescence.
As less efficient mills close under the pressure of lower profits, excess capacity in the industry declines,
price pressure on inputs is eased, and profit levels rise. When all excess capacity is eliminated, profits
will return to “normal” levels and economic obsolescence will not be present.

To estimate economic obsolescence in Oregon’s lumber and plywood industries, we estimate the fall
in profitability due to industry-wide overcapacity. The fall in profitability represents economic obsoles-
cence. We use the following relationships:

1) PPM = 100% - FC - VC * 100%
2) APM = (100% x UR) - FC - (VC x UR)
3) ECONOMIC OBSOLESCENCE = (PPM - APM) / PPM

where:
PPM = potential profit margin (at-capacity) as percent of total revenue
APM = actual profit margin as percent of total revenue
FC =  fixed cost as percent of total revenue
VC =  variable costs as percent of total revenue
UR =  the 3-year average utilization rate (most recent years of actual data)

For example, assume a manufacturing industry, when operating at capacity, has fixed costs equal to
20% of total revenue and variable costs equal to 60% of total revenue, so FC = 20% and VC = 60%.
Now if the industry is operating at 90% of capacity (i.e., UR = 90%), then the calculation of economic
obsolescence is:

PPM = 100% - 20% - 60% = 20%
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APM = (100% x 90%) - 20% - (60% x 90%) = 16%
ECONOMIC OBSOLESCENCE = (20% - 16%) / 20% = 20%

Note that when the utilization rate is 100%, then APM = PPM and economic obsolescence is equal to
zero, which is the expected result. Also note that, in the above example, when the utilization rate falls to
50%, then APM = 0 and economic obsolescence = 100%. Because of the presence of fixed costs, net income
falls to zero (and economic obsolescence = 100%) before utilization falls to zero. In general, the higher
are fixed costs, the faster net income falls (and economic obsolescence rises) as utilization falls.

Estimates of economic obsolescence for Oregon’s softwood lumber
and plywood industries

Making actual estimates of economic obsolescence for Oregon’s lumber and plywood industries pre-
sents a number of practical problems. The three key problems are defining the appropriate geographic
boundaries of the industry (or industry segment) to consider; measuring industry capacity and capacity
utilization; and measuring fixed costs, variable costs, and profit margins.

Defining the Industry

Both the softwood lumber and plywood markets in the U.S. are highly competitive, with a large num-
ber of firms producing a fairly homogeneous product. For both industries, the key question is whether
the western U.S. region differs enough from the southern U.S. region to treat the two regions sepa-
rately. In output markets, the two regions are direct competitors in the same market. In input markets
the two regions differ primarily in the availability of their key input: trees. Because the western region
of both the lumber and plywood industries have historically relied more heavily on public timber, the
recent reductions in the availability of public timber represents a dramatic difference in the environ-
ments faced by mills in the two regions. Mills in the west have faced a dramatic reduction in the sup-
ply of timber while mills in the south have not. And because the transportation costs of raw logs is
high relative to their value, the market for inputs in the two regions are essentially separate. The Cana-
dian region, because it faces much different regulatory and supply conditions, is also considered a sepa-
rate region.

For these reasons, in estimating economic obsolescence for lumber and plywood mills in Oregon we
define the relevant industry for both lumber and plywood as the western U.S., which consists primarily
of the states of Oregon, Washington, California, ldaho, and Montana.

Measuring Industry Capacity and Capacity Utilization

One of the biggest problems lies in estimating the industry’s full capacity level. The relevant capacity
measure is not the maximum output the industry is physically able to produce, but the level of produc-
tion considered “normal” and at which mill owners earn “normal” profits. This level of production, in
nearly all cases, will be less than the maximum production levels the industry is capable of. History
tells us that in the western lumber and plywood industries, capacity utilization averages roughly 90
percent during periods considered to profitable, and utilization rates rarely climb much above 90 per-
cent. As a practical matter, the level of production that is considered full capacity can be estimated by
taking a representative year or the average of a number of years. For our estimates, we use the average
of five-year period from 1995 through 1999, a period characterized by robust economic growth and
high levels of construction activity.

In measuring industry capacity and capacity utilization, we rely on data published by Resource Infor-
mation Systems, Inc. (RISI) in their annual publication Wood Products Review. RISI estimates the rate
of capacity utilization for softwood lumber mills and structural panel mills for annual periods dating
back to 1975.
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Measuring Fixed Costs, Variable Costs, and Profit Margins

In the equations presented above, we assume that variable costs change in proportion to capacity utili-
zation. For most manufacturing operations, including wood processing, it is unlikely that variable costs
fall faster than utilization, so the assumption of proportionality results in a lower bound on the esti-
mates of economic obsolescence.

RISI gathers annual, detailed data on lumber prices and production costs from lumber and structural
panel mills for the major producing regions in the U.S. and Canada. Based on annual data from RISI
publications, a special study of industry costs published in the July 1990 issue of RISI's Wood Products
Review, and annual cost information published by Robert Morris Associates, we estimate that at times
of relatively high capacity utilization, lumber industry variable costs (which include wood costs) repre-
sent about 78% of gross revenues and fixed costs represent about 16%, leaving a potential profit mar-
gin of 6%. For the plywood industry, variable costs represent 82% of gross revenues, fixed costs repre-
sent 13%, and profits represent 5%.

Estimates of Economic Obsolescence Lumber and Plywood Mills: Tax
Year 2000-01

Based on the estimates of capacity utilization, published by RISI, and costs, published by Robert Morris
Associates, Tables 1 and 2 show projections of economic obsolescence for Oregon softwood lumber
mills and plywood mills for the 2000-01 tax year. For lumber, economic obsolescence appears to have
been eliminated as the 3-year average capacity utilization of 91% exceeds the “normal” rate of 90%
(economic obsolescence is calculated to be -2.7%). For plywood, the 3-year average capacity utiliza-
tion of 89% (compared to a “normal” rate of 91%) results in economic obsolescence of 4.3%. For both
lumber and plywood, the utilization rate increased from the prior year, resulting in a decrease in esti-
mated economic obsolescence compared to 1999-00.

Table 1:
Estimate of Economic Obsolescence For Softwood Lumber Manufacturing
2000-01 Tax Year

Industry Capacity (Billion Board Feet/year) 17.1

Actual Production (Billion Board Feet/year) 155

Utilization Rate (Actual Production as Share of Capacity) 91 %
Utilization Rate Considered to be Full Utilization 90 %
“Normalized” Utilization Rate (Full Utilization = 100%) 101 %
Industrywide Fixed Costs as Share of Gross Revenue 16 %
Industrywide Variable Costs as Share of Gross Revenue 78 %
Potential Profit Margin as Share of Gross Revenue 6.0 %
Actual Profit Margin 6.2 %
Economic Obsolescence (Percent Shortfall in Profit Margin) 2.7%
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Table 2:
Estimate of Economic Obsolescence For Plywood Manufacturing
2000-01 Tax Year

Industry Capacity (Billion Square Feet/year 3/8-inch basis) 6.2

Actual Production (Billion Square Feet/year 3/8-inch basis) 55

Utilization Rate (Actual Production as Share of Capacity) 89 %
Utilization Rate Considered to be Full Utilization 91 %
“Normalized” Utilization Rate (Full Utilization = 100%) 99 %
Industrywide Fixed Costs as Share of Gross Revenue 13 %
Industrywide Variable Costs as Share of Gross Revenue 82 %
Potential Profit Margin as Share of Gross Revenue 52 %
Actual Profit Margin 4.9 %
Economic Obsolescence (Percent Shortfall in Profit Margin) 4.3 %

! For an example, see Crawford, Robert G. and Gary C. Cornia, “The Problem of Appraising Special-
ized Assets,” The Appraisal Journal, January 1994, pp. 75-85.

2 See, for example, Joseph J. Calvanico, “Economic Obsolescence of Manufacturing Facilities,” The Real
Estate Appraiser & Analyst, Spring 1989, pp. 58-89.
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Economic Obsolescence in the Fishing Industry in
Oregon for 2000-2001

Part |
History & Salient Facts

History

Oregon’s fish processing industry has endured a long history of changes in the supply of fish, and changes
in the markets where fish are sold. In 1880, Columbia River Salmon accounted for half of the world’s
supply of canned salmon. By 1950, Columbia River salmon all but disappeared and the salmon fishery
on the Oregon Coast began to expand. Coastal trolling fleets increased for 30 years and brought pro-
cessors several species to process.

Current Market Composition

Today, salmon makes up only 3% of the state’s total sales of processed seafood thus processors must
rely on other species. Cycles in seafood supply and demand have become a way of life for fish proces-
sors, bringing good seasons and poor seasons. The survivors have been quick enough to respond to
change, diversify their processing, and find new markets.

Today’s Oregon fish processing industry processes several seasonal species, but has relied on a rela-
tively stable ground-fishery for year-round production to fill in the gaps between seasons.

Salmon processing is one of the seasonal species, but can no longer be relied upon by processors due
to very poor salmon runs off of the Oregon Coast for most of this decade. In addition, salmon farming
has become very successful worldwide, resulting in the lowest salmon prices in 25 years. Casting seri-
ous doubt that even if Oregon harvests were abundant, processors would be able to profit from salmon
in today’s marketplace.

Crab and shrimp harvests are very cyclical, and market prices fluctuate depending on regional and
worldwide inventories, as well as demand. Both crab and shrimp are capable of providing processors
with good profits during good seasons. Even though recent processing seasons for crab and shrimp
have been below historical averages, it has not seemed to be of great concern in the fish processing
community. The lack of concern is probably due to its relative small financial impact, and the industry
has become accustomed to the cyclical nature of the fishery.

Tuna and other similar fish species, mostly albacore, account for approximately 10% of the processed
fish in Oregon, making it a relatively insignificant species for most processors.

A relatively new fish product in Oregon is surimi, which is a value-added fish product made from Pa-
cific whiting (hake). Surimi is used in many seafood products, such as artificial crab (“Krab”), and can
be used as a protein supplement to non-seafood foods. The primary markets for surimi are Korea and
Japan, which makes it vulnerable to the recent economic woes in Asia. There has been a fairly compe-
tent effort to expand the market but, as with most new markets, it can be volatile. A mid-90’s collapse
of the surimi market caused a one-year 35% economic obsolescence adjustment to surimi machinery
and equipment only. Since then, the surimi market has rebounded, with 1997 proving to be one of the
best years for Oregon surimi processors. Surimi processing requires a relatively large capital invest-
ment in machinery and equipment, and some processors have, or are considering retooling to process
whiting filets, as they feel market may be broader.
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Factors influencing the seafood market

The main factor influencing the seafood market is the timeless law of supply and demand. Under nor-
mal market conditions as the demand remains constant and the supply decreases, the producer can
maintain or even increase profitability by increasing prices. In addition, if the demand remains con-
stant and the supply increases, the processor would reduce cost by offering a lower price to the fish-
ing fleet, and the fleet would survive due to increases in catch. However, if both supply, and demand
decrease, the producer will have a very difficult time making a profit. Therefor, both sides of the equa-
tion have been considered in this study.

For two decades, the seafood market has enjoyed a steady growth in demand, primarily due to North
American and Western European interest in a “healthier” diet. However, that trend seems to have slowed
and even reversed in the last portion of the 90's. The Asian and Eastern Europe markets still show
demand, but both are experiencing economic woes, and along with demand, the ability to pay has to
be assumed. There are indications that market growth may be coming from developing nations, but
that is still in the future.

The other side of the coin is the supply side, and even though the market appears to be shrinking,
so does the supply. Actually, many marine biologists feel that the supply had already been depleted,
but the inability to accurately measure fish stocks had masked the problem. Then there are people
in both the industry and scientific camps that feel fish stock measurement techniques are still ex-
tremely inaccurate.

The seafood processing industry is a rung in the ladder between the product in the ocean and the
consumer. The industry’s supply is determined by several factors; the ability of the fish gatherers (fish-
erman) to find the product, the willingness of the fisherman to gather the product for the anticipated
return, and the artificial restraints placed on the market by governmental forces. This artificial restraint
is usually in the form of harvesting limits imposed to preserve future stocks. These harvest limits are
imposed by the presiding authorities in this region, which are the Pacific Fishery Management Council
and the Oregon Department of Fish and Wildlife. As the Coho Salmon and Steelhead have been listed
as endangered, the federal government, and the courts will eventually have some say in the harvesting
of these species.

Another important factor influencing the Oregon seafood industry is that it does not operate in vacuum,
it is part of a national and international market. National and international events can and do influence
the Oregon seafood industry. Primary examples are currency exchange rates. For example, if the United
States dollar is strong against the yen, Japan will look elsewhere for product, either raw material, or
finished product. Finished product is usually in the form of frozen or canned product.

Like many other worldwide industries, the seafood industry is susceptible to large-scale speculation.
There is no commodity trading exchange for most seafood products so speculation takes the form of
stockpiling finished product and warehousing it, hoping for better market conditions in the future. The
problem is, the finished product can’t be stored forever and, if the market does not improve, there is a
lot of “dumping”. When the product is dumped, it depresses the market even further and can affect
profitability of a specific product or even the entire industry.

Economic Obsolescence and Over Capitalization

Economic obsolescence is defined as the loss in value of an asset due to factors external to the asset.
Economic obsolescence is usually thought of as a relatively short-term condition. If the external nega-
tive forces persist, the loss in value becomes a market condition and the asset should be appraised
appropriately. Appropriately means using similar properties and assets to develop comparisons. Ex-
amples of such short-term factors are changes in demand for industry products, supply of raw materi-
als, and laws or regulations.

Department Issuance 17-12 150-338-415 (Rev. 2-01)



Normal business cycles are not considered economic obsolescence, as a prudent buyer would take
such cycles into consideration when purchasing

The seafood industry is extremely fractionalized and disordered due to lack of worldwide harvesting
regulations, and general lack of ownership in the overall source of supply. This disorder creates severe
profit cycles and often changes in ownership of the processing facilities all over the world. Prospective
purchasers of processing facilities usually have a supply source in advance of purchase and rarely hold
facilities for any length of time. This makes it very difficult to determine what is economic obsoles-
cence or what is a market condition.

Another expression of interest and consideration is “Over Capitalization”, which is usually defined, in a
purely static sense, as the existence of more capital applied in an industry than is necessary for the
most efficient operation. At this time, over capitalization is usually associated with the fish gathering
aspect of the industry. According to public and private industry experts, the processing industry is in
need of capitalization in order to improve infrastructure. In this case, the term infrastructure refers to
the docks, buildings, and modern equipment.

Purpose of this study

As it is not feasible to reappraise each and every industrial property every year, values have to be main-
tained between appraisals using standard mass appraisal techniques. These techniques include trend-
ing real property improvements for time, and depreciating real and personal property for wear, “physi-
cal depreciation”.

This report deals with adjusting for market conditions not directly attributable to a specific site, in other
words “Economic Obsolescence”. This report does not deal with inadequacies specific to a site, or any
other form of obsolescence, including functional.

However, it should be noted that there is a fine line between functional and economic obsolescence in
this industry. If a processing plant is set up to only process certain species, and the supply of those
species is reduced by outside forces, the standard for determining whether obsolescence is economic
or functional probably centers on the duration of the restriction. For example, the salmon canning plants
were probably experiencing economic obsolescence the first two or three years of the supply short-
age, but once it became evident that the supply was not returning for several years, the processing
plants still set up to can salmon were functionally obsolete.

Limitations of this study

The main problem with this or any other economic obsolescence study is in the timing. This report has
to be completed before the best data is in, and in some cases before the actual fishing season for some
species begins. Hence, this report deals mostly with historic data, but it is the same data any potential
buyer would have access to, and the definition of value is “the present worth of future benefits that
accrue to property ownership!”.

Part Il
Specific Recommendations by Fishery

Groundfish

Groundfish allocations for 1998 had caused concern in the Oregon fish processing community. Several
of the most relied upon groundfish species have had harvest limitations imposed for 1998, and now
for 1999 and 2000, that reduce harvests by as much as 65% of 1997 levels. Groundfish have historically
been “the glue that held everything together,” as one processor stated. The year-round fishery allowed
processors the flexibility to keep processing staff employed between seasonal harvests of other spe-
cies, and fill market needs easily.
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The factors and forces that influence the seafood industry have been discussed earlier in this docu-
ment, but need to be discussed specifically when calculating the appropriate economic obsolescence
factor. A lot of the forces and factors at work in the seafood industry have to be considered normal
potholes in the profitability road, such as speculating, dumping and even the ability of the fishing fleet
to get “on” fish, meaning to find an elusive prey in a very large ocean. In addition, a lot of the factors
and forces are next to impossible to anticipate or measure, hence all calculations will have to be based
on measurable factors, such as catch limits, wholesale prices and hard production costs.

Measuring these economic forces requires an understanding of how they affect the fish processors. Eco-
nomic obsolescence studies on other industries usually rely on production capacity and lost profits from
production at less than full capacity. However, capacity is not a good measure of economic obsoles-
cence for fish processors because the industry is developed primarily around seasonal harvests. Trends
in fish processing are a better measure of economic obsolescence for fish processors because one can
develop an understanding of where the industry was, is, and will be. Historical fish harvest data from
the Oregon Department of Fish and Wildlife (see attached “Oregon Commercial Seafood Landings by
Species Groups 1990-1999”) is utilized to analyze these trends. Consideration for uncertainty of future
fish processing labor markets must also be addressed if the once year-round groundfishery becomes
seasonal. Interviews with fish processing industry staff and Oregon Employment Division staff econo-
mists provide insight to this issue.

As stated before, 1998 was not a banner year in the industry, hence the labor force appears to have dropped
from 1,643 in 1997 to 1,344 in 1998. However, due to use of labor contractors, the actual employment
numbers are difficult to verify. As of January 1, 1999, Oregon’s minimum wage increased to the highest
in the nation, which is bound to cause the industry problems. There is a possibility that the new ground-
fish allocation system may even out the supply, which would help processors retain personnel. The in-
dustry will still have labor problems, and even with the increased minimum wage, the processors will
have a difficult time finding documented workers.

In 1998 the groundfish processors were given a 20% economic obsolescence reduction based on re-
duced catch limits and labor problems. The methodology and reasoning remain relevant, and rather
than recreating it, it is easier to cite last year’s report.

“Groundfish harvests have been changed for several species and the result will be a significant reduc-
tion in overall groundfish harvests. Groundfish are processed primarily into fillets that are marketed to
restaurants and retail seafood outlets. The harvest reductions include some of the most popular species
marketed. The Pacific Fishery Management Council has imposed the following changes:

Species Percent Change
Lingcod -65%
Rockfish, canary 3%
Rockfish, widow -34%
Rockfish, yellowtail 40%

Thornyhead, longspine  -30%
Thornyhead, shortspine -6%
Sablefish -40%
Sole, Dover -19%

These species account for over 65% of the total pounds of groundfish harvested in Oregon. A detailed
analysis of the impact on fish processors is shown on Table 1 in the appendix. The change in harvest
allocations may result in a 25 percent reduction in the value of groundfish processed. Processor sales
of groundfish accounted for approximately 35 percent of total sales in 1997. With a 25 percent reduc-
tion in groundfish, projected 1998 processor sales of groundfish account for approximately 25 percent
of total sales. This results in an estimated 10 percent reduction in overall sales in 1998 due to the ground-
fish harvest reductions.
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Another impact to the processors is the uncertain change in labor force. Groundfish processing has
allowed processors to maintain a year-round processing labor force. With a 25 percent reduction in
groundfish processing, processors will likely have to depend more upon a seasonal labor force. Sea-
sonal labor forces have excess expenses associated with training, product loss from in-experience and
losses due to the inability to secure enough seasonal staff to process amounts harvested. Economists at
Oregon Employment Division, Oregon Department of Fish and Wildlife, and managers of processing
plants agree that the unstable workforce could have a significant impact on Oregon fish processors.
This uncertainty is very hard to quantify. An estimated economic impact of approximately 10 percent
has been assigned to the uncertain labor force factor.”

The 10% reduction for anticipated loss in sales was calculated accurately. However, it appears that
the reduction in supply was passed through to the consumer in the form of higher prices, thus not
really affecting the profitability of the fishery. The catch limit this year is approximately the same,
and new methods of quota enforcement should add to profitability by evening out the fish supply
over the season.

Expanding on the labor problem, the industry was once one of the major employers along the Oregon
coast, but is now relatively insignificant when compared to tourism and related service industries. The
gaming industry now employs about the same number of workers as the major processors. With the
growth of these industries and the stagnant growth of a labor force, there is a great deal of competition
for the low skilled worker. Add the 8.33% increase in hourly wage and the labor factor of production
has become a great concern to the industry. Minimum wage increases affect multi-national industries
that hire unskilled labor because they can’t pass on the cost and still compete in a world market.

Calculating the negative labor market required getting educated observations from industry sources on
the cost of retraining and re-staffing due to employee turnover. Sources inside the industry said they
anticipate such cost to be 10% of their labor costs. The calculation below shows the impact of the before-
mentioned labor problems on the processors’ profitability. The “Processors’ Contribution” represents
their anticipated profit per pound of product processed. The number shown is from a model constructed
for the Oregon Department of Fish and Wildlife by Hans Radtke, who is one the foremost private sec-
tor experts on the fish processing industry.?

% 8.33% 10.00%  Anticipated Reduced

Processor Labor Labor Increase Retraining  Processors’ Contri- %

Price Cost Cost Min Wage Cost Contribution bution Reduction

Salmon $2.38 $0.17 7.1% $0.014 $0.02 $0.40 $0.36 7.8%
Crab $4.79 $0.61 12.7% $0.051 $0.06 $0.40 $0.29 28.0%
Shrimp $3.02 $0.25 8.3% $0.021 $0.03 $0.40 $0.36 11.5%
Tuna $1.32 $0.20 15.2% $0.017 $0.02 $0.34 $0.30 10.8%
Groundfish  $2.08 $0.29 13.9% $0.024 $0.03 $0.40 $0.35 13.3%
Surimi $0.87 $0.12 13.8% $0.010 $0.01 $0.30 $0.28 7.3%

Almost all processors deal with more than one fishery, even the surimi processors are packaging fillets
or planning on packaging fillets. In addition, a lot of the machinery and equipment, as well as the real
property improvements can be used for more than one fishery. Thus, it is simpler and appropriate to
apply one economic obsolescence factor to the entire industry. The best way to select the appropriate
factor from the indications shown on the table above is to weight them for their relative impact on the
overall industry.

Because the labor cost impact (“% Reduction” from the preceding table) was analyzed by the pound,
weighting the indicated reduction in profits will be done using the landed weight of the product.
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C1 c2 C3 C4

Fishery %

% of Wt Contribution Extension

Total Factor Reduction C2XC3
Salmon 1.00% 1 7.79% 0.077903
Crab 3.00% 3 27.95% 0.838598
Shrimp 7.00% 7 11.46% 0.801938
Tuna 4.00% 4 10.78% 0.431294
Groundfish  21.00% 22 13.29% 2.790743  Weighted Average
Surimi 62.00% 63 7.33% 454584  9.486314 / 98

Sum 100 9.486314 10%

The weighted average in the table above represents the indicated Economic Obsolescence factor over
the entire fish processing industry.

On top of the before-mentioned problems, the people who have traditionally worked in the seafood
processing industry are eligible for the “Federal Dislocated Worker Program” for retraining. The result
is migration from the workforce of the experienced worker.

In summary, due to the ability to pass on the short supply problems by increasing prices, and the new
catch limit enforcement rules designed to even out the supply of fish, it is not appropriate to apply an
economic obsolescence for supply problems. However, the labor supply problem has not been solved, so
a 10% reduction should be applied this year.

Whiting and Surimi

As of January 1, 2000, processors are watching the Japanese and Asian markets, as they purchase about
80 percent of Oregon’s surimi. The Japanese yen had dropped 10 percent around July of 1997, making
the US dollar very strong against the yen, which causes the surimi processors to have more difficulty
selling their product. It appears that, overall, the surimi processors had a rough 1998, with low profits
on below average sales volume. 1999 was better and with the 10% rebound in the yen from January of
1999 to January of 2000, the future looks good.

Under normal conditions, a great deal of the lost profits can be passed through to the fisherman. How-
ever, even though there is a low yield of finished product to raw material in surimi processing, the raw
material (fish) costs, run from a low of about 2.5 cents, to a high of 4.5 cents per pound, which leaves
little room for adjusting costs on the supply side. The fishing fleet is not going to supply product for
any less than 2.5 cents per pound, according to news releases and personal interviews.

The 2000 whiting allocations (see attached “2000 CATCH LIMITS”) will remain about the same as the
1998 and 1999 allocations and the price seems to be rebounding, the Yen is recovering and the Asian
flu is clearing up, giving hope for a better 2000, (see attached graph, “SURIMI PRICES”). The yen is in
the process of a slow recovery, and most economists think we have seen the bottom of the Asian de-
pression. Hence, it appears no economic obsolescence factor for supply or market conditions should be
applied to the surimi processing industry for 1999/2000. The 10% reduction for labor market conditions
should be applied.

Salmon

Salmon is not a factor in Oregon’s fish processing like it once was, processors have diversified and
moved to marketing other species. Typical buyers in today’s fish processing market understand that if
salmon ever comes back, it will be frosting on the cake; but nobody expects salmon processing in
Oregon to recover, at least not soon. There may be a small opening for hatchery Coho this year but it
is doubtful that any processor will rely on it for anticipated profits. In fact, it could cause more labor
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problems. Processors are no longer being given any economic obsolescence adjustment for supply or
market problems concerning salmon. However, the 10% reduction for labor market conditions should
be applied.

Crab, Shrimp, Other Fisheries (Other than Groundfish)

Cyclical swings in crab and shrimp harvests continue, with weather being an added problem this year.
However, the industry expects the season to continue until harvest quotas have been met. A few pro-
cessors appeared to be doing relatively well at the end of the 1998 crab season, having purchased and
processed crab while prices were low and enjoying an upturn in market price in January 1999. Proces-
sors can purchase product from other openings or international waters for processing because the product
travels fairly well. Crab and shrimp can be kept alive for several days or even weeks onboard without
expensive special equipment. Shrimp prices should increase in 1999 and 2000 after a poorer than aver-
age season in 1997 and 1998.

Shrimp landings were up last year more than 300% from the previous year and crab landings were up
over 80%. At the same time the prices were fairly steady.

Other fisheries such as tuna provide mostly incidental processing opportunities for processors, with
the exception of a few specialized processors of sea urchins and other shellfish. There is no support
for an economic obsolescence adjustment in these fisheries. Tuna does provide potential, but as of
now the market seems to prefer the larger varieties indigenous to warmer waters. Due to the fact that
this fishery is labor intensive, and many of products are processed by the same plants as groundfish, the
10% economic obsolescence factor for labor should be applied.

Conclusion

All buildings, structures, machinery and equipment utilized for fish processing in Oregon, may receive
the 10% economic obsolescence adjustment for labor.

1 3 Edition of the Dictionary of Real Estate Appraisal published by the American Institute of Real Estate
Appraisers.

2.1998/99 Economic Obsolescence Study for Commercial Fisheries of Oregon.

® Review of Oregon’s Commercial Fishing Industry in 1998 and Outlook for 1999. Published in Febru-
ary of 1999.
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List of Property Types

Ranl Propeny

Buildings, Straciures

Include all buitding and stoucture Concs, ancluding
excavaton, loor, shiell, intenor and cxdenor finis,
liphting, wiring and Gaures, plumbing. spinkling
mydening, elevators, heating systems, ventliters, fire
preACcuon systems up 16 the diy valve including
undeneruound piping, vabves, nks and foundations.
Al enclude indirect costs sucly a5 inrerest during
construction, eogineening, and desipn coss, Proe
cess piping, power wiring, and foondations for the
machinery and couipaverd should be inchaded with
Real Propermy—Machinery and Equipment,

Yard Impirervemsents

Fenjoacs

Paving

Poricls

Failread spurs on Sike
Retitinicg Walls
Roadls

Tralks apnld curhe
Wharecs and docks
Yard lighting

Machinery and Equlpment

Include all coss for all process and manufacturing
machinery and equipment that meets the definiticn
of real property as described in the General Inste
tions. Include power wiing, process piping, foon-
ki, [redght, and engineering, eic- Eramples ane:

Alcaobre] distilling

Bt kery

Cernent manutactore
Chemici| products
Lrairy paroducts
Dilstibution wareliouses
Elecirical manulachuring
Flectromic prodess
Foaxd priscessing
Borundiny equipment
Glass prosducas

Grain and mill products
Grain elevators
Gypsum products
Laundries

Lavmabser coanuiachure
Machinery manulactee
Metal working

el produdlion

Paper manuiEaomoing
Farts manufachuring
Fetroleum refining
Plastic extrusion

Frowck crushing

Sevd cleaning Facilities
Ship building

Textile products
Wincries

Wootl products

and thiers

This Uist Is oot cemplete. IF vou have questons on ather items, please cal] the assessor's office.
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2000 REAL PROPERTY SCHEDULES
Repoding Pemdd is January 1, 15999 — Decembser 31, 10940
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FEAL PROPERTY ACCOUNT NUMBER
COMPANY MAME _ Saww-iF, Fhe, | Ot TWILtB  ©/0f

SCHEDASLE Z: Machinery And Equipment
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OTHER SCHEDULES
Raportng Pasod |5 Jarary 1, 1999 — December 31, 1999
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OTHER SCHEDULES (cont.)
Feporting Pericd is January 1, 1985 — Dectmber 31, 1999

SCHEDLULE 5: Real Froperty Equipment Leased From andfor Owned By Others
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Department Issuance 18-18 150-338-415 (Rev. 2-01)



Glossary

A

100% Levies. Levies not included in permanent rate limit but subject to reduction; passed by a major-
ity of voters voting on the question in an election held before December 5, 1996, if the election met
the double majority voter participation requirements and the ad valorem property taxes were first im-
posed for the tax year beginning July 1, 1996, or July 1, 1997. (Measure 50, sec 11(7)(a))

Absolute Advantage. The ability to produce more of a given good or service than another producer.

Accelerated Depreciation. Any depreciation method that produces larger depreciation deductions in
the early years of a project’s or property’s life; e.g., double-declining balance, sum-of-the-years’ digits.

Accounts Payable. Money owed to suppliers.
Accounts Receivable. Money owed by customers.
Accruals. Amounts obligated or earned, but not yet paid or collected.

Accrued Depreciation. The amount of depreciation, from any and all sources, that affects the value
of the property.

Ad Valorem Tax. A tax levied in proportion to the value of that which is being taxed. (This is exclu-
sive of exemption, use-value assessment laws, etc.) The property tax is an ad valorem tax.

Additional Taxes. Revenue due to a taxing district, including penalty upon reclassification, as a result
of various statutory provisions:

Clerical Error. Additional tax paid as a result of the correction of a clerical error under ORS 311.206.

Farmland. Amount of tax and penalty paid when farmland changes use and therefore becomes
ineligible for farm-use assessment.

Forestland. Amount of tax and penalty paid when forestland becomes ineligible for forestland as-
sessment.

Historic Property. Amount of additional tax and penalty paid when property is no longer used as
an historic site.

Late Filing Fee. The penalty for failure to file a real or personal property return on time under ORS
308.295-308.296.

Open Space. Additional tax and penalty paid when open space land becomes ineligible for prefer-
ential tax treatment.

Other. Any other additional taxes and penalties, such as those resulting from a reclassification of an
enterprise zone (ORS 285.617) or riparian land (ORS 308.798).

Small Tract. Amount of tax and penalty paid when land becomes ineligible for Western Oregon
Small Tract preferential tax treatment.

Additive Model. A linear model.

Adjusted Present Value (APV). Net present value of an asset if financed solely by equity, plus the
present value of any financing side effects.

Age/Life Method. A method of estimating accrued depreciation based on the premise that, in the ag-
gregate, a mathematical function can be used to compute accrued depreciation from the age of a prop-
erty and its economic life.
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Agency Problems. A conflict arising when the interests of the principals (shareholders) do not coin-
cide with the interest of the agents (managers).

Amortization. Repayment of a loan by installments; allowance for the depreciation of intangible
assets.

Annual Percentage Rate (APR). A loan’s effective (true) annual interest rate.

Annual Report. The document distributed to shareholders that contains the reporting firm’s financial
statements for the fiscal year, together with the report of the report of the external auditor's examina-
tion of the financial statements.

Annuity. Investment that produces a (usually but not necessarily) level stream of cash flows for a lim-
ited number of periods.

Anticipation. The appraisal principle stating that value depends on the expectation of benefits to be
derived in the future.

Appraisal. An estimate of value.

Appraisal Date. The date on which the assessments for a tax year are made. For example, if January 1
is the assessment date and property is vacant land on that date, the property is appraised and assessed
as vacant land even if a building is added in April and the assessment roll is not final or public until
September 25.

Appraisal Principles. The economic concepts underlying appraisal theory: supply, demand, change,
balance, conformity, competition, contribution, anticipation, substitution, highest and best use, surplus
productivity, and variable proportions.

Appreciation. An increase in value, in terms of money, from all causes.

Arbitrage Pricing Theory (APT). A theory purporting to describe the structure of security prices. The
theory assumes stock returns are produced as they would under an index model. The theory describes
the relationship between expected returns on securities, given there are no opportunities to create wealth
through riskless arbitrage investments.

Area. The county in which property, the Maximum Assessed Value (MAV) of which has been adjusted,
is located. If the property for which the MAV is being adjusted is centrally assessed under ORS 308.503—
308.663, then “area” is the entire state. (ORS 308.149)

Arithmetic Mean. The simple average, often referred to as the “average,” calculated by summing all
the observations, then dividing the total by the number of observations.

Arithmetic Mean Yield. The simple average of periodic rates of return; the arithmetic mean yield re-
lates the ending to beginning wealth associated with an investment if it is assumed the dollar amount
invested is kept constant at the beginning of each period.

Arm’s-Length. Interaction between more than one party, each trying to maximize his or her position
from the interaction.

Assessment Roll. Document prepared by assessor of current year data. The assessment roll for per-
sonal property contains the names, including assumed business names, of all persons, whether indi-
viduals, partnerships, or corporations owning or having possession of taxable personal property on
the assessment date; the Assessed Value, Maximum Assessed Value, and Real Market Value of the per-
sonal property assessed by category; code area humber assigned to the property situs; and total As-
sessed Value, Maximum Assessed Value, and Real Market Value for the property.

Assessed Value (AV). Lower of the property’s Maximum Assessed Value (MAV) or Real Market Value
(RMV). For specially assessed property, the lesser of RMV or MAV for any market portion, plus the
lesser of the Specially Assessed Value (SAV) or Maximum Specially Assessed Value (MSAV) for each
individual soil class, qualified homesite, and on-site development.
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Assessment Date. January 1 at 1:.00 A.m.
Assessment Year. January 1 through December 1.

Asset. A probable future economic benefit obtained or controlled by a particular entity as a result of
past transactions or events.

Average. A measure of central tendency; although the word average refers to any measure of central
tendency, it is most often used as synonymous with the Arithmetic Mean.

Average Maximum Assessed Value (AMAV). The value determined by dividing the total Maximum
Assessed Value (MAV) of all unchanged property in the same area in the same property class by the
total number of unchanged properties in the same area in the same property class. Considered excep-
tions or changed properties not taken into account are: new property or new improvements to prop-
erty, property that is partitioned or subdivided, property that is rezoned and used consistently with the
rezoning, property that is added to the assessment roll as omitted property, or property that is disquali-
fied from exemption, partial exemption or special assessment. (ORS 308.149)

Average Real Market Value (ARMV). The value determined by dividing the total Real Market Value
(RMV) of all unchanged property in the same area in the same property class by the total number of
unchanged properties in the same area in the same property class. Considered exceptions or changed
properties not taken into account are: new property or new improvements to property, property that is
partitioned or subdivided, property that is rezoned and used consistently with the rezoning, property
that is added to the assessment roll as omitted property, or property that is disqualified from exemp-
tion, partial exemption or special assessment. (ORS 308.149)

Average Tax Rate. An average rate computed for an area by dividing the taxes imposed in that area
by the Assessed Value of taxable property.

B

Balance. An appraisal principle maintaining the greatest property value occurs when the type and size
of improvements and uses are proportional to each other as well as to the land. Markets tend to move
toward equilibrium after a change in supply or demand.

Balance Sheet. A statement of the Assets, Liabilities, and Net Worth of a firm or individual as of a
certain point in time.

Balloon Payment. Large final payment. The outstanding balance due at the maturity of a balloon
mortgage.

Band-of-Investment (BOI). A technique in which the capitalization rates attributable to components
of a capital investment are weighted and combined to derive a weighted-average rate attributable to
the total investment.

Barrier to Entry. Anything that artificially prevents or hinders entry of firms into an industry.
Basis Point. 0.01%.
Benchmark. A point of reference.

Beta (B). A measure of risk; under CAPM, the measure of a stock’s volatility; equal to the covariance
of the stock and the market divided by the variance of the market; the slope of a security’s characteris-
tic line; the expected change in the security’s rate of return divided by the accompanying change in
the rate of return to the market portfolio.

Board of Property Tax Appeals (BOPTA). Local appeal board that hears petitions for the reduction
of property values and the waiver of late filing penalties. The board convenes on or after the first Mon-
day in February and adjourns on or before April 15.
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Bond or Bond Payable. A long-term liability with a stated interest rate and maturity date, usually is-
sued in denominations of $1,000.

Bond Levy. Amount of levies needed to pay principal and interest on a taxing district bonded debt.
Bond Rating. The measure of a rating service’s confidence in the safety of a bond issue.
Break-Even Point. The level of sales at which a project’s net present value would be zero.

Bridge Loan. Short-term loan to provide temporary financing until more permanent financing is ar-
ranged.

Bullet Payment. Single final payment, e.g., of a loan (in contrast to payment in installments).
Business Cycle. Recurrent ups and downs over a period of years in the level of economic activity.

Business Risk. The possibility that a company will not be able to meet ongoing operating expenditures.

C
Callable Bond. A bond that can be redeemed by the issuer at a stated price (or prices which change
over time, usually beginning after a period of call protection.

Capital. Human-made resources used to produce goods and services; goods that do not directly sat-
isfy human wants; capital goods.

Capital Asset Pricing Model (CAPM). A theory purporting to describe the structure of security prices
where all investors in the economic system are presumed to hold efficient portfolios in expected return,
variance space; a financial model for determining the cost of capital.

Capital Budget. List of planned investment projects, usually prepared annually.

Capital Construction. Construction, modification, replacement, repair, remodeling, or renovation of a
structure with a useful life of more than one year. Includes public safety and law enforcement vehicles
with a projected life of five years or more; does not include maintenance and repairs or supplies and
equipment. (ORS 310.140)

Capital Improvement. Land, structures, facilities, machinery, equipment, or furnishings with a useful
life longer than one year. Includes public safety and law enforcement vehicles with a projected life of
five years or more; does not include maintenance and repairs or supplies and equipment. (ORS 310.140)

Capital Lease. A financial lease; usually provides for de facto ownership of an asset. Capital leases are
typically shown as fixed assets on a company'’s balance sheet.

Capital Market. Financial market, particularly the market for long-term securities.

Capital Market Line. A line showing the portfolio positions of individual investors in expected return,
standard deviation space in the Capital Asset Pricing Model.

Capitalization. The conversion of expected income and ratio of return into an estimated value in the
income approach to value.

Capitalization Rate. Any rate used to convert income into value.

Cash Cycle. The time that elapses from the purchase of raw materials until cash is received from the
sale of the final product.

Cash Discount. The percentage amount that can be subtracted from the invoice if the customer pays
within a stated period of time.

Cash Flow. The actual cash realized from an enterprise; different from earnings because of different
treatment of accruals, depreciation, and working capital.
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Central Tendency. The tendency for most batches of data to group or cluster about a central point or
average. The typical measures of central tendency are: arithmetic mean, median, geometric mean, mode,
and midrange.

Centrally Assessed Property. Taxable property assessed by the Department of Revenue, including
electric and communication utilities, rail transportation, air transportation, water transportation, gas pipe-
lines, private railcars, and others.

Change. An appraisal principle maintaining the tendency of the social and economic forces affecting
supply and demand change over time, thus influencing market value.

Changed Property Ratio. Ratio determined by dividing the Average Maximum Assessed Value (AMAV)
by the Average Real Market Value (ARMV) for the same area and property class of unchanged prop-
erty. (ORS 308.153)

Characteristic Line. A line showing the relationship between the rates of return to a security or port-
folio and the corresponding rates of return to the market portfolio.

Chattels. Items of tangible personal property which are moveable, such as machinery & equipment
(moveable), office furniture, and computers. Chattels do not include real estate or items permanently
attached to real estate.

Closed-End Mortgage. Mortgage against which no additional debt can be issued.

Code Area. A geographic unit, established by county assessors and identified by a code number, rep-
resenting the combination of taxing districts in which a piece of property is located.

Coefficient. A dimensionless statistic, used as a measure of change or relationship.

Coefficient of Correlation. Measure of the closeness of the relationship between two variables and
the degree to which they change together.

Coefficient of Determination (r?). The proportion of the total variance in the dependent variable that
is explained by the independent variables; the proportion of total variance explained by the regression.

Coefficient of Variation. A relative measure of dispersion, expressed as a percentage rather than in
terms of units of the particular data; calculated as 100% times the standard deviation of the data set
divided by the mean of the data set.

C=100 x —
X

Collateral. Assets given as security for a loan.
Common Stock. The class of stock that represents residual ownership of the corporation.
Comparative Advantage. Having a lower relative or comparative cost than another producer.

Comparative Cost. The amount of production of one product that must be sacrificed to increase the
production of another product; opportunity cost.

Comparison Taxes. Amounts used to determine the tax reduction under Measure 50.

Competition. This appraisal principle states that competition will move in to dissipate profits when
substantial profits are being made. If the profits become excessive, then competition becomes exces-
sive. Excess profits invite ruinous competition.

Complementary Goods. Goods or services related such that an increases in the price of one results
in a decrease in quantity demanded for the other.

Compound Interest. Reinvestment of each interest payment on money invested, so that previously
earned interest earns interest.

150-338-415 (Rev. 2-01) 19-5 Glossary



Compression. The reduction in taxes required by the 1990 Measure 5 property tax rate limits. County
assessors calculate compression as a dollar amount, but it can also be expressed as a tax rate. Com-
pression is done on a property-by-property basis.

Confidence Interval. A statistical measurement by which one can estimate the true parameter (i.e.,
mean) of a population. For example, with a 95% confidence interval, if all possible samples of the same
size n were taken, 95% of the samples would fall within the interval.

Conformity. Value is created, strengthened, or sustained when reasonable homogeneity or similarity
exists. This relates to the social and economic pressures of accepted, traditional fit. Pressure for prop-
erty to conform may be exerted through zoning or through deed restrictions on architectural design or
size. Conformity works with the principle of progression and regression, and is also tied to under-im-
provement and over-improvement concepts.

Conglomerate. A company engaged in two or more unrelated businesses.

Consistent Use. An appraisal principle maintaining that the land and building components of an im-
proved property should not be valued on the basis of different uses.

Consolidated Tax Rate. The sum of the district tax rates of all taxing districts that impose taxes in a
given code area. District tax rates are calculated prior to any compression that may result from the
Measure 5 property tax rate limits.

Consumer Goods. Goods and services that directly satisfy human wants.
Constant. In an equation, a component or value not subject to change (i.e., ¥4, 3.24, t ).

Constant Growth Model. Dividend discount model in which growth in dividends is expected to be
constant in perpetuity.

Continuous Compounding. Interest compounded continuously rather than at fixed intervals.

Contract Rent. The amount of rent per unit of time specified by a contract, as opposed to market
rent.

Contribution. The appraisal principle that the value of a particular feature is measured by its contri-
bution to the value of the whole property, rather than by its cost.

Convertible Security. A bond or share of preferred stock giving its holder the option of exchanging
the bond for a stated number of common shares of the issuing firm.

Corporation. A legal entity (“person”) chartered by a state or the Federal government, and distinct
and separate from the individuals who own it.

Correlation Coefficient. Statistic describing the goodness of fit about a linear relationship between
two variables; equal to the covariance between the variables divided by the product of their standard
deviations.

Cost. The total money expended in obtaining an object, generally used in appraisal to mean the ex-
pense (direct, indirect, and the cost of entrepreneurship) of constructing an improvement or obtaining
an item.

Cost Approach. One of the three appraisal approaches to value, the cost approach is based on the
principle of substitution—that a rational, informed purchaser would pay no more for a property than
the cost of building an acceptable substitute with like utility. The cost approach seeks to determine the
replacement or reproduction cost of an improvement, deducting accrued depreciation, and adding the
estimated land value plus an entrepreneurial profit.

Cost Index. An index showing the variations in construction costs over time.

Cost of Capital. See Opportunity Cost of Capital.
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Cost Schedules. Charts, tables, factors, curves, equations, etc., intended to help estimate the cost of
replacing a structure or item based on knowledge of the characteristics of the structure or item.

Cost Trend Factor. A factor derived from a cost index used to estimate the contemporary cost of some-
thing based on its original cost.

Country Risk. The possibility of loss of assets due to political, economic, or regulatory instability in a
nation in which business is conducted.

Coupon. Specifically, a coupon attached to the certificate of a bearer bond that must be surrendered
to collect interest payment; more generally, interest payments on debt.

Curable Depreciation. Items of physical deterioration or functional obsolescence that are economi-
cally feasible to cure. The cost to cure must be equal to or less than the anticipated increase in value of
the property.

Current Assets. Cash and those assets likely to be converted to cash or used to the benefit of the
entity within one year.

Current Liabilities. Those liabilities to be paid with cash within one year.
Current Maturity. The length of time remaining until a security matures.

Current Ratio. The ratio of current assets to current liabilities; used to measure the degree of cover-
age available to short-term lenders.

Current Yield. A bond’s coupon payment divided by the bond’s current market value.

D

Data. Information expressed in any of a number of ways. Data is the general term for masses of num-
bers, codes, and symbols; and information is the term for meaningful data. Data is the plural of datum,
one element of data.

Date of Sale (aka Date of Transfer). The date on which the sale was agreed upon. The date of re-
cording may be used as the “date of sale” if it is not unduly delayed.

Debentures. Bonds secured by the general credit of the issuer; bonds unsecured by real property.
Debt. Money owed by the owners of a business to individuals or another firm.
Debt Service. The total payment of principal and interest on outstanding debt.

Decile. A measure which splits an ordered batch of data into 10 equal parts; there are 10 deciles within
each batch of data.

Deferred Maintenance. Repairs and similar improvements that normally would have been made to a
property, but were not, and thus increased the amount of its depreciation.

Demand. A schedule or curve that shows the amounts of a good or service buyers wish to purchase
at various prices during a given time.

Demand Deposit Account (DDA). A non-interest bearing checking account.

Dependent Goods. Goods or services such that there is a relationship between the price of one and
the demand for the other.

Dependent Variable. A variable that changes as a consequence of a change in some other (indepen-
dent) variable; the “effect” or outcome.

Depreciation. Loss in value of an object, relative to its replacement cost, reproduction cost, or origi-
nal cost. Depreciation is sometimes subdivided into three types: physical deterioration (wear and tear),
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functional obsolescence (substandard design in light of current technology or taste), and economic
obsolescence (poor location or radically diminished demand for the product). In accounting terms,
spreading an asset’s cost over the useful life of the asset.

Depth. A characteristic of a market in which a large dollar amount of product can be easily absorbed
without large changes in the market price.

Derived Demand. Demand for a good or service that is dependent upon or related to the demand for
some other good or service; the demand for a resource that depends upon the demand for the prod-
ucts it can be used to produce.

Direct Capitalization. An income approach method used to convert an estimate of a single year’s
income expectancy into an indication of value in one direct step, either by dividing the income esti-
mate by an appropriate rate or by multiplying the income estimate by an appropriate factor. Yield and
value change are implied, but not identified.

Discount Bond. Debt sold for less than its principal value; if a bond pays no interest, it is called a
“pure” discount bond.

Discount Factor. Present value of $1 received at a stated future date.
Discount Loan. A loan on which interest is paid at the beginning of the loan period.

Discount Rate. In banking terms, the interest rate the Federal Reserve Banks charge on the loans they
make to Depository institutions; in appraisal terms, the required return on an investment.

Discounted Cash Flow (DCF). The procedure in which a series of projected cash flows are multi-
plied by discount factors plus reversion to obtain an indication of present value.

Discovery. The process by which the assessor identifies all taxable property in the jurisdiction and
ensures that it is included on the assessment roll.

Dispersion. The amount of variation or “spread” in a set of data; commonly used measures of disper-
sion are the range, the variance, the standard deviation, the coefficient of dispersion, and the coeffi-
cient of variance.

District Tax Rate. Tax rate expressed in dollars and cents per $1,000 of property value. It is computed
by summing the permanent rate, the local option rate, the gap bond rate, and the bond rate for the
district.

Dividend. A distribution of earnings to the owners of a corporation.

Dividend Discount Model. Stock valuation model which solves for the value of a common stock as
the present value of future dividends expected to be received.

Dividend/Price Ratio. Ratio of the dividend per share of a stock to its market price per share.
Dividend Yield. Dividend/Price Ratio.

Division of Labor. Dividing the required work to produce a product into a number of different tasks
performed by different workers; specialization of workers.

Double Majority. A term that refers to an election where at least 50% of the registered voters eligible
to vote in the election cast a ballot AND more than 50% voting on the question approve. The voter
turnout requirements do not apply to a general election (November) held in a even-numbered year,
but approval of a measure at the election would meet the “double majority” requirement by definition.

Double Taxation. Taxation of both corporate net income (profits) and the dividends paid from this
net income when they become the personal income of households.

Duration. The average time to an asset’s discounted cash flows; the average time over which return
on a particular investment is realized.
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EPS. Earnings per share.
EBIT. Earnings before interest and taxes.
Earnings from Operations. The difference between Gross Profit and Operating Expenses.

Economic Life. The period of time during which a property is expected to contribute positively to
value (useful life).

Economic Obsolescence. The loss in value of a property (relative to the cost of replacing it with a
property of equal utility) that stems from factors external to the property. For example, a buggy-whip
factory, to the extent that it could not be used economically for anything else, suffered substantial eco-
nomic obsolescence when automobiles replaced horse-drawn buggies.

Economic Rent. In appraisal terms, market rent. In economic terms, excess profits.
Effective Age. The typical age of a structure with respect to its utility and condition.

Effective Tax Rate. The amount expressed in dollars and cents per $1,000 of market value. It is calcu-
lated by dividing the annual property taxes by the market value of the property and multiplying the
result by 1,000.

Efficient Markets. Markets where prices change freely and instantly in response to supply and de-
mand, and are not significantly affected by poor information or tax code barriers.

Empirical Rule. For most data sets, roughly two out of every three observations (i.e., 67%) are con-
tained within a distance of one standard deviation around the mean and roughly 90% to 95% of the
observations are contained within a distance of two standard deviations around the mean.

Entrepreneurial Profit. The amount a developer expects to receive in return for his/her contribution
to a project. It is market-derived and is calculated by determining the difference between the total cost
of a project and its market value.

Equilibrium Price. The price in a competitive market at which the quantity demanded and the quan-
tity supplied are equal; at which there is neither a shortage nor a surplus; and at which there is no
tendency for price to rise or fall.

Equilibrium Quantity. The quantity demanded and quantity supplied at the equilibrium price in a
competitive market.

Equipment Trust Certificate. Fixed income security secured by a particular, designated piece of prop-
erty that is both mobile and salable, such as a railroad car.

Equity. Common stock and preferred stock. Often used to refer to common stock only; net worth.

Exceptions. An action that allows a new Maximum Assessed Value (MAV) to be determined. An ex-
ception occurs if there is new property and new improvements to property; the property is partitioned
or subdivided; omitted property is added; rezoning occurs and the property is used consistently with
rezoning; or the property is disqualified from exemption, partial exemption, or special assessment. These
properties are not included in Average Maximum Assessed Value (AMAV) calculation or Average Real
Market Value (ARMV) calculation. (ORS 308.149-308.166)

Exclusion Principle. The exclusion of those who do not pay for a product of possible rates of return
on an investment and their associated probabilities; average of all possible returns weighted by their
possibilities.

Exemptions—Business, Housing, and Miscellaneous. Exempt value of certain business, housing,
and miscellaneous other properties that are partially or totally exempt from property taxation. The quali-
fying exemptions include:
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Veterans’ Exemptions. Exemption applies to the Assessed Value of real and personal property of
veterans or their surviving spouses. Together with a total gross income limit, the exemption from
property taxation is limited to $8,250. For veterans having service-connected disabilities of 40 per-
cent or more, the exemption amount, which increases 3 percent each year, is $11,330 for 1998-99.

Historic Property. Improved property that may belong to any of the real property classes that has
been granted a partial exemption due to its historic designation.

Enterprise Zones. Certain business properties within designated enterprise zones that qualify for
exemption for a limited number of years, under ORS 285.570-285.620. To be eligible, a business
must meet several conditions relating to type of business activity and requirements for hiring and
investment.

Commercial Facilities Under Construction. Certain commercial buildings in the process of con-
struction that qualify for exemption from property taxation for not more than two consecutive years,
under ORS 307.330 and 307.340.

All other business, housing, and miscellaneous exemptions. These include alternative energy
systems, farm labor camps, fallout shelters, housing for low-income rental, multiple-unit housing in
core areas, nonprofit homes for the elderly, pollution control facilities, port and airport property
leased, etc.

Exemptions—Social Welfare. Assessed value of properties owned by private organizations and used
for educational, religious, or developmental purposes. These properties are exempt from property taxa-
tion, and the qualifying property classes include:

Fraternal Organizations. All real or personal property that is occupied or used in fraternal works
or for entertainment and recreational purposes by nonprofit corporations or social clubs.

Literary and Charitable. All property owned by unincorporated literary, benevolent, charitable, or
scientific institutions.

Religious Organizations. All houses of public worship and other additional buildings and prop-
erty used solely for administration, education, or entertainment by churches or religious organi-
zations.

Burial Grounds. All burial grounds, tombs, lands, and buildings not exceeding 30 acres, owned
and actually occupied by any crematory associations.

All Other Social Welfare. This includes private schools and day care facilities, public libraries pri-
vately owned, senior centers privately owned, etc.

Expected Rate of Return. Sum of the product of possible rates of return on an investment and their
associated probabilities; average of all possible returns weighted by their possibilities.

Exponential Smoothing. A statistical forecasting technique similar to a moving average, but over-
coming the slowness of adaptation to changing patterns inherent in the moving average by allowing a
greater weighting for more recent data.

External Finance. Finance that is not generated by the firm; new borrowing or an issue of stock.

F

Face Amount. The principal amount of a bond.

Factors of Production (aka Agents in Production). Economic resources (land, capital, labor, and
entrepreneurial ability) which when brought together create wealth, income, and services.

FASB. Financial Accounting Standards Board.
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Farm Use Special Assessment. Special assessment at less than full Assessed Value for land used pri-
marily to make a profit in farming.

Financial Flexibility. The ability of a firm to augment its future cash flows to cover unforeseen needs
or to take advantage of unforeseen opportunities.

Financial Leverage. The use of debt (with a fixed interest rate) that causes a difference between
Return on Investment (ROI) and Return on Equity (ROE); use of debt to increase the expected return
on equity.

Financial Risk. The possibility that a company will not be able to cover financing and related ex-
penses; the possibility that the required rate of return will not be achieved.

Financing Activities. Those actions undertaken to provide cash for the acquisition of capital assets,
such as issuing securities and retiring debt. Such actions are different from a firm’s ongoing operating
activities of providing goods or services.

Final Goods. Goods that have been purchased for final use and not for resale or further processing or
manufacturing (during the year).

Firm. An organization that employs resources to produce a good or service for profit and that owns
and operates one or more plants.

Fish and Wildlife Property. Total Assessed Value of state Fish and Wildlife Commission property.
While not subject to property tax, the commission makes equivalent payments to counties under ORS
496.340.

Fixed Assets. Fixed assets are permanent assets that are required for the normal operation of busi-
ness. They usually are not converted into cash after they are declared fixed assets. Fixed assets include
some types of machinery and equipment, furniture and fixtures, boats, aircraft, motor vehicles, leased
equipment, tools, dies, and jigs.

Fixed Costs. Costs that do not vary with the level of production.

Float. The delay between the time a payment is initiated and the time when the payment is debited to
the payer (disbursement float) or credited to the payee (collection float).

Floating Rate. A financing arrangement whereby the interest rate is reset periodically, usually based
on an external interest rate such as the Prime Rate.

FOB. A shipping term standing for “Free on Board,” which describes when title to merchandise is trans-
ferred and which party incurs the shipping costs. There are two types of FOB:

FOB Destination: The seller owns the product until it is accepted by the buyer at the buyer’s des-
ignated location. Title to the merchandise transfers to the buyer when the merchandise is received
by the buyer. The seller incurs the shipping costs.

FOB Shipping Point: The buyer accepts ownership of the product at the seller’s shipping location.
The buyer incurs the shipping costs.

Forestland special assessment. Special assessment at less than full Assessed Value of land used for
growing timber.

Free Rider Problem. The inability of those who might provide the economy with an economically
desirable and indivisible good or service to obtain payment from those who benefit from the good or
service because the Exclusion Principal cannot be applied to it.

Frequency Distribution. A summary table in which the data are arranged into conveniently estab-
lished numerically ordered class groupings or categories.

Full Local Option Authority. The amount of tax that could be extended if a district were to use the
full amount of local option levies passed by voters.
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Full Permanent Authority. The amount of tax that could by extended if a district were to use its
entire permanent rate.

Full-Service Lease. Lease in which the lessor promises to maintain and insure the equipment.
Function. A rule for describing the way in which one quantity depends on another.

Functional Obsolescence. Loss in value of a property resulting from deficiencies or superadequacies
in the structure/property itself. May be curable or incurable.

Fundamental Beta. An estimate of the beta factor for an individual security that employs information
about the nature of the company issuing the security (earnings stability, financial leverage, etc.) in ad-
dition to the relationship between the security’s returns and the market portfolio.

Funded Debt. Debt maturing after more than one year. “Funding” means replacing short-term debt
with securities of longer maturity.

G

Gap Bonds. Also called “qualified taxing district obligations.” Levies, subject to Measure 5, to pay for
bonds or other formal written borrowing of moneys executed before December 5, 1996 and for which
the local government has secured by a commitment of ad valorem property taxes.

General Ongoing Maintenance and Repair. The repair or replacement of existing materials due to
normal wear/tear/deterioration. Examples of ongoing maintenance and repair include re-roofing, painting,
and replacement of floor or wall covering. The Maximum Assessed Value (MAV) of the property can-
not be increased due to general ongoing maintenance and repair.

Generalization. Statistical or probability statement; statements of the nature of the relation between
two or more sets of facts.

Geometric Mean Yield. The nth root less one of the product of one plus n periodic rates of return.
The Geometric Mean relates the beginning to the ending wealth over the periods if it is assumed that
income from the security is reinvested back into the security.

GNP Deflator. The price index for all final goods and services used to adjust the money (or nominal)
Gross National Product (GNP) to measure the real GNP.

Going Concern Value. A premium that is attributed to having a property in place and operating as a
unit. The value created by a proven property operation.

Goods. That which is tangible and for which a consumer, firm, or government is willing to exchange
something of value.

Government Transfer Payment. The disbursement of money (or goods and services) by government
for which government receives no currently produced good or service.

Gross Domestic Profit (GDP). Calculated as Gross National Product, less the value of imports.

Gross National Product (GNP). The total market value of all final goods and services produced in
the economy during the year.

Growth Horizon. Length of time the growth rate in earnings or dividends for a particular stock can
be forecast with a degree of accuracy sufficient to be considered in the valuation process.

H

Highest and Best Use. A concept in appraisal and assessment law requiring that each property be
appraised as though it were being put to its most profitable use, given probable legal, physical, and
financial constraints; the reasonably probable and legal use of vacant land or improved property, which
is physically possible, appropriately supported, financially feasible, and that results in the highest value.
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Holding Company. A company whose sole function is to hold stock in other companies or subsidiaries.
Holding Costs. The costs associated with the storage of inventory.

Horizontal Combination. A group of plants in the same stage of production and owned by a single
firm.

Horizontal Integration. A form of organization for production lines. When a company owns several
facilities producing the same product, the company is said to be horizontally integrated.

Hurdle Rate. The minimum acceptable rate of return on a project.

Improvements. A change to property that enhances value but is not general maintenance and repair
or minor construction and meets the definition of Maximum Assessed Value (MAV) balancing or Real
Market Value (RMV) changes. An improvement may be new construction; the siting or installation of a
manufactured structure or floating home; or the addition of machinery, fixtures, furnishings, equipment,
or other taxable real or personal property. (ORS 308.149-308.166) More commonly, buildings or other
relatively permanent structures or developments located on or attached to land.

Income Approach. One of the three appraisal approaches to value. A method(s) by which an ap-
praiser estimates a value for an income-producing property by converting the property’s anticipated
benefits (cash flows and reversion) into property value. The income stream can be converted using
either a capitalization rate or a factor.

Incurable Depreciation. Depreciation that cannot be corrected practically or economically at a cost
less than the value loss caused by the depreciation. May be either physical or functional depreciation.
Economic obsolescence is also generally considered incurable.

Independent Goods. Goods or services such that there is no relationship between the price of one
and the demand for the other.

Independent Variable. A variable with a value not dependent on another variable; the variable that
causes a change in some other (dependent) variable.

Industry. The group of one or more firms that produce identical or similar products.

Inflation Premium. The difference between the nominal and real rates of interest; compensates in-
vestors for the loss of purchasing power due to inflation; equal to the expected average rate of infla-
tion over the term of the investment for which the interest rate is computed.

Intangible Assets. Items of personal property that represent evidence of value, or the right to value,
as defined by law or custom. Examples include: bonds, notes, trusts, patents, annuities, mortgages, copy-
rights, money on hand, and shares of stock. Intangibles are exempt from taxation under ORS 307.030.

Intangible Property. Evidence of ownership of value or the right to value. For example: notes, bonds,
stocks, patents, mortgages, copyrights, insurance policies, and accounts receivable. A form of per-
sonal property that includes rights over tangible real and personal property, but not rights of use
and possession.

Integer. A whole number (i.e., -2, -1, 0, 1, 2, 3).

Intercept. The payment on a Cartesian coordinate system graph (an “x and y” graph) at which a line
intersects or crosses the x or y axis.

Interest Rate. The rate at which payment is made for the use of borrowed money.
Interest Rate Cap. A financial contract limiting the rise in a selected interest rate.
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Interest Rate Collar. A financial contract restricting the movement of a selected interest within a nar-
row band; the interest rate collar is essentially an interest rate cap combined with an interest rate floor.

Interest Rate Floor. A financial contract limiting the decline in a selected interest rate.

Interest Rate Risk. The possibility that increasing interest rates will reduce the value of an investment
during a predetermined investment horizon.

Internal Finance. Finance generated within a firm by retained earnings and depreciation.

Internal Rate of Return (IRR). The annualized rate of return on capital that is generated or capable
of being generated within an investment during a period of ownership. It is the rate of discount that
makes the net present value of the investment equal to zero.

Internal Yield. Internal Rate of Return.

Inventory. The quantity of goods and materials on hand as of a given date. Inventory includes goods
held for sale or resale, consigned goods, bill and hold goods, floor-planned goods, and in-transit goods.

Inverse Relationship. The relationship between two variables that change in opposite directions.

Investment. Spending for the production and accumulation of capital goods and additions to in-
ventories.

Invisible Hand. The tendency of firms and resource suppliers seeking to further their self-interests in
competitive markets to further the best interest of society as a whole.

J

January Effect. Market anomaly whereby stock prices throughout most of the world have a propen-
sity to rise sharply during the initial part of the month of January.

Joint Probability Distribution. Distribution showing the probabilities of simultaneously getting vari-
ous pairs of returns on two investments.

Junior Debt. Subordinate debt. A lien on a property made after a previous lien has been made and
recorded.

Just-In-Time. An inventory system designed to reduce the levels of inventory kept at the manufactur-
ing site by increasing quality in the production process and shifting the inventory burden to suppliers.

L

Labor. The physical and mental talents of people that can be used to produce goods and services.
Land. Natural resources in their original state that can be used to produce goods and services.

Law of Demand. The inverse relationship between the price and the quantity demanded of a good or
service during some period of time.

Law of Diminishing Returns (Law of Decreasing Returns). An economic principle holding that,
after a certain point, additional production provides increasingly small returns on a per-unit basis.

Law of Increasing Returns. An economic principle holding that larger quantities of the agents of pro-
duction produce greater net income up to a certain point.

Law of Supply and Demand. An economic principle that states the price of a good or service varies
directly, but not necessarily proportionately, with demand, and inversely, but not necessarily propor-
tionately, with supply.

Lease. Long-term rental agreement, usually written, that transfers the rights to use and occupy prop-
erty by the owner to another for a specified time.
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Leasehold. The interests in a property that are associated with the lessee (the tenant) as opposed to
the lessor (the property owner).

Leasehold improvements. Improvements or additions to leased property that have been made by
the lessee. In assessing leasehold improvements, the appraiser must first determine whether an item is
real or personal.

Least Cost Combination Rule (of Resources). The quantity of each resource a firm must employ if
it is to produce any output at the lowest total cost.

Liability. A probable future sacrifice of economic benefits arising from obligations of a particular en-
tity to transfer assets or provide services to another entity as the result of past transactions or events.

LIBOR. London Interbank Offer Rate commonly used as a reference for variable loans, particularly in-
ternationally.

Lien. Lender’s claims on specified assets.

Lien Date. The date on which an obligation, such as property tax (usually in an amount yet to be
determined), attaches to a property and the property thus becomes security against its payment.

Limited Liability. Restriction of the maximum that may be lost to a predetermined amount; the maxi-
mum amount that may be lost by the stockholders of a corporation is the amount they paid for their
shares of stock.

Line of Credit. A short-term lending arrangement allowing a company to borrow up to a pre-arranged
dollar amount during the term.

Linear. A mathematical equation in which the dependent variable maintains a consistent ratio with the
independent variable.

Linear Programming. Technique for finding the maximum value of some equation subject to stated
linear constraints.

Liquidity. The capability of being able to easily and quickly convert to money assets with little or no
loss of purchasing power.

Liquidity Risk. The possibility that the investor cannot quickly convert an investment to money with
little loss of purchasing power.

Levy-Based Property Tax System. A tax system where levies are determined by budget needs (which
in many cases must be approved by voters), and tax rates are calculated as levies divided by Assessed
Value. The alternative is usually a rate-based system, where tax rates are set by law or by voters, and
levies are calculated as rates times Assessed Value. Under Measure 50, Oregon’s tax system is predomi-
nately a rate-based system.

Local Option Levy/Tax. A voter approved serial levy meeting the double majority test that may ex-
ceed the limits of Measure 50. Levies are limited to 5 years for any purpose, but may extend to 10
years for a capital project. These levies do not become part of the permanent rate limit. Does not include
replacement serial or one-year levies or levies for bonded indebtedness.

Locally Assessed Property. Taxable property assessed by county assessors, including real property,
personal property, and manufactured structures carried on separate roll.

Long-Term Debt. A liability that will be paid after more than one year.

Lot Line Adjustment. Any addition to the square footage of the land for a real property tax account
and a corresponding subtraction of the square footage of the land from a contiguous real property tax
account. Defined as an exception though the Maximum Assessed Value (MAV) of the accounts must
balance. (ORS 308.149)
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M1. The narrowly defined money supply; the currency and checkable deposits not owned by the fed-
eral government, Federal Reserve Banks, or Depository Institutions.

M2. A more broadly defined money supply; equal to M1 plus noncheckable savings deposits and small
time deposits (deposits of less than $100,000).

M3. A still more broadly defined money supply; equal to M2 plus large time deposits (deposits of $100,000
or more).

Macroeconomics. The part of economics concerned with the economy as a whole, with such major
aggregates as the household, business, and governmental sectors, and with totals for the economy.

Major Addition. An addition with a Real Market Value over $10,000 that also increases the square footage
of an existing structure. (ORS 308.149)

Marginal. Referring to the next unit; the marginal tax rate, for example, is the tax rate on the next
dollar of income earned.

Market Efficiency. The extent to which the market prices securities so as to reflect available informa-
tion pertaining to their valuation.

Market Portfolio. The ultimate market index, containing a common fraction of the total market value
of every capital investment in the economic system.

Market Rent. That amount of rent typical to the market for a particular type and quality of property,
as opposed to contract rent.

Market Risk. Risk that cannot be diversified away.

Market Value. A hypothetical or estimated sale price that would result from careful consideration of
all information by a prudent, responsible buyer and seller under conditions of a fair sale. Market value,
value-in-exchange and market price are the same under the following assumptions:

1. No coercion or undue influence occurs over either the buyer or seller in an attempt to force the
sale or purchase.

2. Well-informed buyers and sellers are acting in their own best interest.
3. A reasonable time is allowed for the transaction to occur.

4. Payment is made in terms of cash or financing that is typical for the property type for the area,
i.e., neighborhood.

Maximum Assessed Value (MAV). A term defined by Measure 50, passed by Oregon voters in 1997.
The maximum (limit) of a property’s Assessed Value (AV). For the 1997-98 tax year, Maximum Assessed
Value (MAV) was the 1995-96 Real Market Value (RMV) less 10 percent. For tax years after 1997-98,
the MAV will be the greater of 103 percent of the property’s Assessed Value from the prior year or 100
percent of the property’s MAV from the prior year. MAV may be increased or recalculated under certain
circumstances to reflect changes to the property (exceptions).

Maximum Specially Assessed Value (MSAV). The maximum (limit) of a property’s Specially Assessed
Value (SAV). For the 1997-98 tax year, Maximum Specially Assessed Value (MSAV) was the 1995-96
Specially Assessed Value (SAV) less 10 percent. MSAV may be increased or recalculated under certain
circumstances to reflect changes to the property. For tax years after 1997-98, MSAV increases by 3 per-
cent per year.

Measure 5. The constitutional tax rate limitation passed by voters in November 1990, which can be
found at Article XI, Section 11b of the Oregon Constitution. Measure 5 limited school taxes to $15 per
$1,000 of Assessed Value and non-school taxes to $10 per $1,000 of Assessed Value starting in 1991—
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92. The school limit fell by $2.50 per $1,000 each year until it reached $5 per $1,000 in 1995-96. The
non-school limit remains at $10 per $1,000. Levies to pay bond principal and interest for capital con-
struction projects are outside the limitation. The Measure 5 rate limits still apply under the provisions
of Measure 50, passed in 1997, but now apply to Real Market Value.

Median. The middle value in a sequence of ordered data; calculated as the value of the observation
n + one divided by two ("3}).

Merger. Acquisition in which all assets and liabilities are absorbed by the buyer; more generally, any
combination of two companies.

Metropolitan Statistical Areas. Areas that have been designated by the U.S. Office of Management
and Budget as Metropolitan. A Metropolitan Statistical Area is a large population nucleus together with
adjacent communities that have a high degree of economic and social integration with the nucleus.
Oregon has the following Metropolitan Statistical Areas:

Portland PMSA: Clackamas, Columbia, Multnomah, Washington, Yamhill, and Clark (WA) counties.
Salem MSA: Marion and Polk counties.

Eugene MSA: Lane County.

Medford MSA: Jackson County.

Corvallis MSA: Benton County.

Microeconomics. The part of economics concerned with such individual units within the economy
as industries, firms, and households; and with individual markets, particular prices, and specific goods
and services.

Midrange. The average of the smallest and largest observations in a batch of data.

Minor Construction. Improvements to real property, the Real Market Value (RMV) of which does not
exceed $10,000 in any assessment year or $25,000 for cumulative additions made over five assessment
years. The assessor may increase the RMV of the property to reflect minor construction, however the
Maximum Assessed Value (MAV) may not be increased for that reason. (ORS 308.149)

Mode. The most frequently occurring value in a set of data.

Model. A miniature representation of some underlying phenomenon; a representation of how some-
thing works.

Modernization. A type of renovation in which worn or outdated elements are replaced with their cur-
rent counterparts.

Money. Any item generally acceptable to sellers in exchange for goods and services.
Money Capital. Money available to purchase capital goods.
Money Market. Market for short-term safe investments.

Monopoly. A market in which there is a single seller; the seller is able to influence the total supply
and the price of the good service.

Mortgage. A loan secured by the pledge of a specific property.
Mortgage Bond. A bond secured by the pledge of a specific property.

Moving Average. A statistical forecasting technique that evens out temporary ups and downs by tak-
ing the mean of the most recent observations.

Multi-Index Model. Model purporting to explain the covariances that exist between securities on the
basis of unexpected changes over time in two or more indices, such as the market, the money supply,
or the growth rate in industrial properties.

150-338-415 (Rev. 2-01) 19-17 Glossary



Multistage Growth Model. Dividend Discount Model in which growth in dividends is expected to
change in one or more stages.

N
Natural Monopoly. An industry in which the economies of scale are so great that the product can be
produced by one firm at an average cost lower than it would be if produced by more than one firm.

Net Additions. In calculating the addition to value for new property and improvements, the amount
added shall be net Real Market Value (RMV) of the new property or improvements less the RMV of
retired property, but not less than zero. (ORS 308.153)

Net Assets. See Owners’ Equity.
Net for Collection. Total tax for collection, less total credits.
Net Lease. Lease in which the lessee pays all property operating expenses plus the contract rent.

Net Liquid Balance. Cash and marketable securities less notes payable and current maturities of long-
term debt.

Net National Product (NNP). Gross National Product less that part of the output needed to replace
the capital goods worn out in producing the output.

Net Present Value. A project’s net contribution to wealth—present value minus initial investment.
Net Working Capital. Current assets minus current liabilities.
Net Worth. See Owners’ Equity.

New Construction. Any new structure, building, addition ,or improvement to the land, including site
development. To affect Maximum Assessed Value (MAV) the Real Market Value (RMV) must be greater
than $10,000 in an assessment year or $25,000 over five assessment years.

New Property or New Improvements. Changes in value as the result of new construction, recon-
struction, major additions, remodeling, renovation, or rehabilitation; siting a manufactured structure or
floating home; addition of machinery or other taxable real or personal property to a property tax account;
or taxable property located in a different tax code area than it was on the prior assessment date. Does
not include changes in value due to general ongoing maintenance and repair or minor construction.
(ORS 308.149-308.166)

Nominal Interest Rate. The rate of interest expressed in dollars of current value (not adjusted for
inflation and ignoring the effect compounding frequency).

Nonprofit Housing. Total Assessed Value of property removed from the roll for nonprofit housing
purposes. This property consists of land and improvements owned by nonprofit corporations for the
purpose of providing permanent housing, recreational and social facilities, and care to elderly persons.
Under ORS 307.244, qualifying property receives a funded exemption from the property tax, but the
county receives an equivalent payment from the state.

Normal Probability Distribution. Symmetric, bell-shaped distribution that can be completely described
on the basis of its expected value and its variance.

Note. Unsecured debt with a maturity of up to 10 years.

@)

Obsolescence. A form of depreciation. See also Economic Obsolescence and Functional Obsolescence.

Off-Balance-Sheet Financing. Financing that is not shown as a liability in a company’s balance sheet.
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Oligopoly. A market in which the number of sellers is so few that each seller is able to influence the
total supply and the price of the good or service.

Omitted Property. Property discovered and added to the roll after the roll is certified to the tax col-
lector. (ORS 311.207-311.213)

Open Market. A freely competitive market in which any buyer or seller may trade and in which prices
are determined by competition.

Open-End Mortgage. Mortgage against which additional debt may be issued.

Operating Activities. Those cash flows not classified as either investing or financing activities. Gener-
ally, operating cash flows are related to cash collected from sales and cash disbursed to supplies, workers,
management, and taxes.

Operating Cycle. The process of funds flowing from inventory to receivables and payables.
Operating Lease. Short-term, cancelable lease.
Operating Leverage. Fixed operating costs.

Operating Taxes. The tax levies used to calculate the permanent rate limit. With certain exceptions,
these levies include tax base, one year, serial, continuing and safety net levies. They do not include
Local Option Taxes, pension or disability plan obligations, urban renewal taxes, or taxes levied to re-
pay bonded debt. In years following 1997-98 operating taxes will be imposed using the permanent
rate limit of the district.

Opportunity Cost. What is given up in order to pursue a course of action; the cost of acquiring the
next most desirable substitute.

Opportunity Cost of Capital. Expected return that is foregone by investing in a project rather than in
comparable financial securities.

Owners’ Equity. The ownership rights that remain after deducting liabilities. Also called “net assets”
or “net worth.”

P

Par Value. Value of a security shown on the certificate.

Parameter. A summary measure computed to describe a characteristic of an entire population.
Payables. Accounts payable.

Payback Period. Time required for a project to recover its initial investment.

Percent Good. An estimate of the value of a property, expressed as a percentage of its replacement
cost, after depreciation of all kinds has been deducted.

Permanent Current Assets. The minimum amount of funds that are invested in current assets over
the firm’s operating cycle.

Permanent Rate Limit. A tax rate for a district calculated under the limitations of Measure 50 that
would extend the full amount of “operating taxes” that could be imposed for 1997-98. This rate is the
maximum rate a district may use without approval by voters; districts may use any rate below this maxi-
mum. There is a provision for new districts to establish a permanent rate limit after 1997-98. (sec 21(8))

Personal Property. Any property that is not realty; all moveable items not permanently affixed to or
part of real estate. Also known as chattels. Intangible personal property (i.e., mortgages, computer soft-
ware, etc.) is not assessable in Oregon. Beginning in 1997-98, most personal property accounts less
than $10,000 in value, but excluding manufactured structures, are not required to pay property taxes.
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Physical Deterioration. Loss in value caused by wear and tear.
Population. The totality of items or things under consideration.

Preferred Stock. A class of stock that represents ownership of a corporation. Preferred stock has cer-
tain preferences, usually including a priority claim to dividends, relative to common stock.

Present Value. Discounted value of future cash flows.

Price-Earnings Ratio. Ratio of the market price per share of a stock to its earnings per share.
Prime Rate. Rate at which banks lend to their most favored customers.

Principal. The amount of debt that must be repaid; does not include interest.

Principal Industrial Property. Refers to any unit of industrial property in Oregon having a Real Mar-
ket Value of the improvements on the assessment roll for the preceding year of over $5,000,000.

Private Placement. A security issued to a small number of investors; the terms of the offering are
typically tailored to the needs of the investors.

Pro Forma. A financial balance sheet or statement. In appraisal, a reconstructed operating statement
used to project gross income, operating expenses, and net income.

Productive Efficiency. The production of a good in the least costly way; employing the minimum
guantity of resources needed to produce a given output and producing the output at which average
total cost is @ minimum.

Productivity. A measure of average output or real output per unit of input. For example, the produc-
tivity of labor may be determined by dividing hours of work into real output.

Profit. The increase in wealth that results from the operation of a business; the amount by which the
proceeds of a sale exceed its cost.

Project Finance. Debt that is largely a claim against the cash flows from a particular project rather
than against the firm as a whole.

Promissory Note. Promise to pay.

Property. The right to own control, employ, dispose of, and bequeath land, capital, and assets. In
Oregon, all property included in a single property tax account, or, if centrally assessed, the total state-
wide value of all property assessed to a company or utility.

Property Class. A three-digit number that indicates the property’s use. The property classes used for
calculating the changed property ratios are: residential including manufactured structures and floating
homes, 1xx; commercial, 2xx; industrial, 3xx; tract, 4xx; farm, 5xx; forest, 6xx; multi-family, 7xx; recre-
ational, 8xx, and miscellaneous, 0xx. Defined by DOR. For centrally assessed property, the property’s
class is defined as all property on the utility roll.

Property Tax Account. Administrative division of property for purposes of listing on assessment roll.
A unique number that identifies property for assessment and taxation purposes.

Property Tax Levy. Amount of ad valorem tax imposed on taxable property by a local government
for the support of its activities.

Public Exemptions. Assessed value of property owned by federal, state, or local governments (in-
cluding counties, cities and towns, and school districts) that is exempt from property taxation. This
includes all public or corporate property used or intended for use for corporate purposes of local gov-
ernments and all public or municipal corporations in the state.

Public Utility. Same as centrally assessed property listed above.
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Qualified Taxing District Obligations. Also called “gap bonds.” Subject to Measure 5 limitation. Any
portion of a local taxing district levy used to repay bonds or other formal written borrowing of moneys
executed before December 5, 1996 and for which the local government has secured by a commitment
of ad valorem property taxes. [Measure 50 (5)]. Local government pension and disability plan obliga-
tions that commit ad valorem property taxes also fall broadly in this category.

Quantity Demanded. The amount of a good or service buyers wish (or a buyer wishes) to purchase
at a particular price during some period of time.

Quantity-Increasing Effect. The effect in a competitive market of an increase in demand or an in-
crease in supply upon the market equilibrium.

Quantity Supplied. The amount of a good or service sellers offer (or a seller offers) to sell at a par-
ticular price during some period of time.

Quartile. A measure that splits an ordered set of data into four equal parts; there are four quartiles in a
set of data.

Quick Ratio. The ratio of current assets less inventory to current liabilities.

R

Range. The “total spread” between a series of observations; calculated as the differences between the
largest and smallest observations in a set of data.

Ratchet Effect. The tendency for the price level to rise when aggregate demand increases, but not to
fall when aggregate supply declines.

Ratio. A mathematical relationship between two or more variables; e.g., 4:1, 1:2.

Real Assets. Tangible assets and intangible assets used to carry on business (as opposed to financial
assets).

Real Interest Rate. The rate of interest expressed in constant dollars (adjusted for inflation), and equal
to the nominal interest rate less the rate of inflation.

Real Market Value (RMV). The amount in cash that could reasonably be expected to be paid by an
informed buyer to an informed seller, each acting without compulsion in an arm’s-length transaction
occurring as of the assessment date for the tax year, as established by law. (ORS 308.205)

Real Property. In Oregon, total Assessed Value of real property, including land, buildings, structures,
and improvements. Unless otherwise specified, this value is net of veterans’ exemptions applied to real
property. The following property classes are included within real property (see OAR 308.215):

Residential Land. Unimproved property that has residential use as its highest and best use.
Residential Property. Improved property that has residential use as its highest and best use.
Commercial Land. Unimproved property that has commercial use as its highest and best use.
Commercial Property. Improved property that has commercial use as its highest and best use.
Industrial Land. Unimproved property that has industrial use as its highest and best use.

Industrial Property. Improved property that is a single plant or a complex of properties engaged
in manufacturing or processing a product. The appraisal of this property can be either Department
of Revenue or county responsibility.

Tract Land. Unimproved acreage where the highest and best use is other than farm, range, or tim-
ber production.
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Tract Property. Improved acreage where the highest and best use is other than farm, range, or
timber production.

Farm and Range Property. Land or land and buildings where the highest and best use is the pro-
duction of agricultural crops, feeding and management of livestock, dairying, any other agricultural
or horticultural use, or any combination thereof.

Farm and Range Zoned property. Land or land and buildings located within an exclusive farm-
use zone assessed as farm-use land.

Farm and Range Unzoned Property. Land or land and buildings assessed as unzoned farmland.

Forestland and Forest Property. Consists of land where the highest and best use is growing and
harvesting trees of a marketable species and land that has been designated as forestland.

Multiple Housing Land. Unimproved property that has multiple housing use (five living units or
more) as its highest and best use.

Multiple Housing Property. Improved property that has multiple housing use (five living units or
more) as its highest and best use.

Recreation Land. Unimproved property that has recreational use as its highest and best use.

Recreational Property. Improved property that provides recreational opportunities as its highest
and best use.

Receivables. Accounts receivable.
Regression Analysis. A statistical technique for determining the line of best fit.

Rehabilitation. To restore to a former or improved condition; usually performed without changing
the basic plan, form, or style or a structure; a type of renovation.

Reinvestment Rate Risk. The possibility that the investor will have to invest cash proceeds at a lower
interest rate for the remainder of a predetermined investment horizon.

Remaining Economic Life. The number of years remaining in the economic life of a building or other
improvement as of the date of the appraisal. This period is influenced by the attitudes of market par-
ticipants and by market reactions to competitive properties on the market.

Remodeling. A type of renovation that changes the basic plan, form, or style of the property.

Renovation. The process by which older structures or historic buildings are modernized, remodeled
or restored. See also Modernization; Remodeling; Restoration; Rehabilitation.

Replacement Levy. Any serial or one-year levy to replace and existing serial or one-year levy approved
after December 4, 1996 and first imposed for tax year 1997-98 where the amount, or rate, is not greater
than that being replaced. These levies become part of the permanent rate. Elections to approve these
levies do not need to meet the double majority requirements. (M50)

Residual Variance. Statistic describing the propensity for a security to deviate from its characteristic
line; the probability weighted sum of the squared residuals.

Restoration. A type of renovation in which a property is returned to its original appearance and
condition.

Retained Earnings. The after-tax profits of a corporation not distributed as dividends to stockholders;
corporate or business saving.

Return on Assets (ROA). Net income or cash flow divided by the value of the assets generating the
net income or cash flow.

Return on Equity. Net income or cash flow divided by the (usually book) value of equity.
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Return on Investment (ROI). Net income or cash flow divided by capital expenditures.

Revenue Securities. Issues which tie cash flows to pledged revenue from the facility(ies) being
financed.

Risk Adjusted Performance Measure. Measure of performance that purports to be unaffected by the
risk of the portfolio or the performance of the market.

Risk Factor. The portion of a given return or rate of return on an investment that is designed to cover
the uncertainties associated with a particular investment.

Risk Premium. Expected additional return required for making a risky investment rather than a safe
one.

Risk-Free Rate. The theoretical rate of return on an absolutely riskless investment; usually refers to
the rate of return on U.S. government securities.

R Squared (r?). Square of the Coefficient of Correlation—the proportion of variability that can be
explained by the variability in one or more other variables.

S

Sale-and-Leaseback. Sale of an existing asset an investor who then leases it back to the user (former
owner).

Salvage Value. Scrap value. The price expected for a whole or portion of a property that is removed
from the premise. May have utility elsewhere.

Sample. A portion of the population selected for analysis; generally selected to make inferences about
the population.

Scarce Resources. The fixed (limited) quantities of land, capital, and entrepreneurial ability that are
never sufficient to satisfy the material wants of humans because their wants are unlimited.

Seasonal Variation. An increase or decrease during a single year in the level of economic activity
caused by a change in the season.

Seasoned Issue. Issue of a security for which there is an existing market.

Secondary Industrial Property. Refers to any unit of industrial property in Oregon having a Real
Market Value of the improvements on the assessment roll for the preceding year of over $1,000,000,
but less than $5,000,000.

Secondary Market. Market in which one can buy or sell seasoned issues of securities.

Secondary Security. A security, such as a futures contract, issued by one financial investor and sold
to another; the net supply of secondary securities is zero.

Secular Trend. The expansion or contraction in the level of economic activity over a long period of
years.

Security. A specific investment offered by a given issuer, usually as a means of financing.

Security Market Line. Line showing the relationship between the expected returns and betas for all
portfolios and securities under the Capital Asset Pricing Model.

Sensitivity Analysis. Analysis of the effect on project profitability of possible changes in sales, costs,
and so on.

Service. That which is intangible and for which a consumer, firm, or government is willing to exchange
something of value.
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Shareholder. The holders of residual rights in a firm; a company’s owners.
Simple Interest. Interest calculated only on the initial investment (as opposed to compound interest).

Single-Index Model. Model purporting to explain the covariance existing between the returns on dif-
ferent securities on the basis of the relationship between the returns and a single index, usually the
market.

Sinking Fund. A fund in which periodic deposits of equal amounts are accumulated to pay a debt on
replacement of short-lived assets, such as a roof, carpet, etc.

Situs. The actual location of a property for purposes of taxation. It is the taxable location since per-
sonal property may move.

Skewness. Asymmetrical distribution within a set of data; if the data’s mean is greater than its median,
the data is right-skewed; if the data’s median is greater than its mean, the data is left-skewed.

Small Firm Effect. Market anomaly whereby small companies exhibit a propensity to produce rates
of return larger than those predicted on the basis of the Capital Asset Pricing Model; often explained as
a liquidity premium for small firms’ stock.

Specialization. The use of the resources of an individual, a firm, a region, or a nation to produce one
or a few goods and services.

Standard Deviation. A statistic that is a measure of variability. It is calculated by extracting the square
root of the arithmetic mean of the squared deviations from the arithmetic mean.

Standard Error. In statistics, a measure of the distribution of an estimate of a parameter.

Statement of Cash Flows. A statement created by utilizing financial accounting standards, showing
the change in the cash balance as a result of cash flows from operating activities, financing activities,
and investing activities.

Statistics. Quantities that have been computed to describe a characteristic(s) from only a sample of
the population.

Statutory Rate Limit on Operating Taxes. Maximum rate of operating taxes that may be imposed
after supplemental statutory reduction.

Stock Dividend. Dividend in the form of stock rather than cash.
Subordinated Debt. Junior Debt.

Substitution. An appraisal principle stating that a property’s value tends to be set by the potential cost
of acquiring or producing an equally desirable substitute property, assuming no costly delay in making
the substitution.

Substitute Goods. Goods or services such that there is a direct relationship between the price of one
and the demand for the other.

Sunk Costs. Costs that have been incurred and cannot be reversed.

Supply. In real estate, the quantity of a type of real estate available for sale or lease in a given market
at a given time.

Supply and Demand. An economic and appraisal principle. In real estate appraisal, the price of real
property varies directly, but not necessarily proportionately, with demand, and inversely, but not nec-
essarily proportionately, with supply.

Surplus Productivity. A property’s net income remaining after the cost of the agents in production
(labor, capital, coordination, and land) have been paid.
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Systematic Risk. That part of a security’s variance that cannot be diversified away; in the context of
the Capital Asset Pricing Model, systematic risk equals the square of the product of the beta and the
market’s standard deviation; market risk.

T

Tangible Property. Property that can be perceived by the senses. It includes land, fixed improvements,
furnishings, merchandise, cash, and other items of working capital used in an enterprise. Tangible per-
sonal property is defined by ORS 307.020(3). It includes all chattels and movables such as boats and
vessels, merchandise and stock in trade, furniture and personal effects, goods, livestock, vehicles, farming
implements, movable machinery, movable tools, and movable equipment.

Tax. A nonvoluntary payment of money (or goods and services) to a government by a household or
firm for the support of government and public services.

Tax Extended. The amount of tax to be paid by taxpayers before the Measure 5 rate limits have been
applied. If, for an individual property, taxes exceed the limits, then the taxes for that property are re-
duced to the limits.

Tax Imposed. The taxes due to be paid by taxpayers after the Measure 5 rate limits have been ap-
plied. For individual properties, the tax imposed will always be less than or equal to the tax extended.

Taxes Added to Rolls. Additional taxes generated when a final order is entered in an appeal, other
omitted property is included, or error corrections are made.

Tax Limit Category. Under the 1990 Measure 5 constitutional property tax limitation, taxes are divided
into three categories: 1) inside the general government limit; 2) inside the education limit; and 3) out-
side the limit. All taxes, other than bond levies for capital construction, that are used for non-school
purposes fall inside the general government limit of $10 per $1,000 of Assessed Value. All taxes, other
than bond levies, that are used for education purposes fall inside the education limit of $5 per $1,000
of Assessed Value. All bond levies used for capital construction fall outside the limit. Within the con-
text of Measure 50, permanent rate, local option, gap bond, and pension levy taxes are subject to the
limitations. Bond levies are outside the limit.

Tax Year. A period of 12 months beginning on July 1.

Technology. The body of knowledge that can be used to produce goods and services from economic
resources.

Term Loan. A loan made with an initial maturity of more than one year.

Term Structure of Interest Rates. The relationship between yield to maturity and term to maturity
for securities of a given risk and tax status.

Time Value of Money. A financial principle underlying compound interest. The concept states that a
$1 received today is worth more than $1 received in the future.

Time-Weighted Return. Concept of rate of return on an investment in which the portfolio is divided
into units, as with a mutual fund, and the return calculated for each unit. The average of all actual rates
over a period of time. Also called unit method rate or share accounting rate.

Total Amount Certified. The amount of taxes charged by the tax collector as certified by the assessor
and authorized by warrant of the county clerk. The total includes real property taxes, personal prop-
erty taxes, manufactured structure taxes, and public utility taxes. The amount reported by counties gen-
erally includes taxes relating to special assessments and in-lieu payments for fish/wildlife property and
nonprofit housing property.

Total Credits. Includes discount allowed for prompt payments, personal property taxes canceled by
order of county clerk, real property foreclosures, and other corrections or cancellations.
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Total for Collection. The sum of total amount certified, uncollected taxes, and taxes added to rolls.

Total Levy. The total levy submitted by the district, including the local option levy and the levy for
bonded indebtedness.

Total Product. The total output of a particular good or service produced by a firm, a group of firms,
or the entire economy.

Trade Credit. Accounts receivable.
Trade Debt. Accounts payable.

Trade Level. The concept that property increases in value as it progresses through production and
distribution channels until it is marked up to its maximum value at the consumer level. Trade level
values also consider incremental costs such as freight, overhead handling, and installation. The retail
level is the appropriate level on which to report for assessment purposes. However, the consumer or
user of the item of personal property may be reporting the cost at either the wholesale or retail level of
trade.

Transfer Payment. A payment of money (or goods and services) by a government or a firm to a house-
hold or firm for which the payer receives ho good or service directly in return.

Treasury Bill. Security issued by the U.S. Treasury with a maximum maturity of one year and promis-
ing a single payment of interest and principal at maturity.

Treasury Bond. Security issued by the U.S. Treasury with no maximum maturity and promising semi-
annual interest payments and return of principal at maturity.

Treasury Note. Security issued by the U.S. Treasury having a maximum maturity of seven years and
promising semiannual interest payments and return of principal at maturity.

Treasury Stock. Shares of a firm’s stock that have been reacquired by the firm.

U

Unallocated Utilities. Small, private railcar companies that pay property taxes to the state, which in
turn distributes the money to county governments.

Uncollected Balance. Cumulative amount of unpaid taxes as of July 1.

Underwriter. Firm that buys an issue of securities from a company and resells it to investors; invest-
ment banker.

Unfunded Debt. Debt maturing within one year.

Unit of Property. For purposes of Measure 50, “property” and “unit of property,” except for centrally
assessed utility property, mean all property included within a single property tax account. (Currently
under appeal—see Flavorland Foods #4393 and Chart Development #4339.)

Unit Labor Cost. Labor costs per unit of output; equal to the money wage rate divided by labor pro-
ductivity (output per worker hour).

Unique Risk. Risk that can be eliminated by diversification.

Unlimited Liability. Absence of any limit on the maximum amount that may be lost by an individual
and that the individual may become legally required to pay; the maximum amount that may be lost
and that a sole proprietor or partner may be required to pay.

Unseasoned Issue. Issue of a security for which there is no existing market.

Unsystematic Risk. Unique risk.
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Urban Renewal Agency. The agency responsible for administering urban renewal programs. Urban
renewal agencies can be organized by city governments or county governments, and they oversee ac-
tivities in urban renewal plan areas. An urban renewal agency can administer multiple plan areas.

Urban Renewal Excess Value. Total Assessed Value of property in “urban renewal plan areas” in excess
of the base Assessed Values when the plan areas were established. It is the “excess value” in the urban
renewal plan area that is taxed to raise revenue for urban renewal agencies.

Urban Renewal Plan Area. The geographic area in which urban renewal activity takes place. It is the
“excess value” in urban renewal plan areas that is taxed to raise revenue for urban renewal agencies.

Urban Renewal Special Levy. A levy imposed by an urban renewal agency if the amount of revenue
raised from excess value is below its revenue raising authority.

Use Value. The value a specific property has for a specific use. Embodies the premise that an object’s
value is related to its use. For example, an outmoded machine can still be used to produce a useful
product.

Utility. The ability of a good, service, or real estate to satisfy a human want, need, or desire.

Utility of Wealth Function. The relationship between an individual’'s well-being and the amount of
wealth possessed by the individual at any given point in time.

Vv

Value Added. The value of the product sold by a firm less the value of the goods (materials) pur-
chased and used by the firm to produce the product, and equal to the revenue which can be used for
wages rent interest, and profits.

Value Additivity. Rule that the value of the whole must equal the sum of the values of the parts.

Value of Money. The quantity of goods and services for which a unit of money can be exchanged,;
the purchasing power of a unit of money; the reciprocal of the price level.

Value-In-Exchange. The amount an informed purchaser would offer in exchange for a property un-
der given market conditions. The value an item will bring as determined by the market. The value of
an item is based on comparison to other substitute goods or services as determined by an open com-
petitive marketplace.

Value-In-Use. See Use Value.

Variable. Mathematically, in an equation, a component or value subject to change; statistically a phe-
nomenon or characteristic associated with a population or sample.

Variable Costs. Costs that vary with production levels.

Variance. Propensity to deviate from the expected value; the probability weighted squared deviations
from the expected value.

Velocity of Money. Number of dollars of national income supported by each dollar in the money supply;
a measure of the speed with which money turns over in the economy.

Venture Capital. Capital to finance a new firm.

Vertical Integration. A group of assets (facilities) used to produce different components for the same
product and owned by a single firm.

Vertical Merger. Merger between a supplier and its customer.

150-338-415 (Rev. 2-01) 19-27 Glossary



W

Wage. The price paid for labor per unit of time.

Warrant. A contract giving the holder the right to buy a specified number of shares of a given asset at
a given price; a promise to pay by a government entity.

Wealth. Aggregate net assets owned by an entity.

Weighted Average Cost of Capital (WACC). The required rate of return for investments, including
both debt and equity; WACC will vary based on the investor’s financial strength, capital structure, and
the project in which the investment will be made.

Work-In-Process. In terms of inventory, items beyond the raw material stage but not yet at the com-
pleted product stage; in terms of fixed assets, construction work being done, but not yet complete or
added to the capital asset listing.

Working Capital. Current assets and current liabilities; the term is commonly used as synonymous
with Net Working Capital.

Y

Year. May refer to either the assessment year or the tax year. In Oregon, the assessment year is Janu-
ary 1-December 31; the tax year is July 1-June 30.

Yield. The rate of return on a given investment.

Yield Capitalization. The income capitalization method used to convert future cash flows into present
value by discounting each future cash flow at an appropriate yield rate or by developing an overall
rate that explicitly reflects the investment’s income pattern, value change, and yield rate.

Yield to Maturity. Internal rate of return on a bond.

YA

Zero Coupon Bond. Discount Bond making no coupon payments.
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