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Substance of Proposed Amendment

Chapter 0600-5

Assessment of Commercial and Industrial Tangible Personal Property

Rule 0600-5-.01 Definitions is amended by deleting item (6), substituting the following

new items:

(6)

(7)

“Original cost” shall be defined as all costs incurred by the eriginal

current owner to place the item in service, and any—additional—cests
incurred-by-the-original-or-subsequent-owners—and against which may be

asserted a claim of depreciation.

“Leased tangible personal property” shall mean tangible personal property
leased or rented within the meaning of Tenn. Code Ann. Section 67-4-701
et seq., except that property a consumer of services must obtain from the
service provider or an affiliate, shall be considered property of the service
provider whether or not it is leased or rented.

Rule 0600-5-.01 Definitions is further amended by appropriately renumbering the
remaining items, so that the rule as amended reads as follows:

(8)

(9)

(10)

(11)

(12)

"Personal property", as defined by T.C.A. 867-5-501(7), includes every
species and character of property which is not classified as real property.

"Raw material™ shall be defined as items of tangible personal property,
crude or processed, which are held or maintained by a manufacturer for
use through refining, combining, or any other process in the production or
fabrication of another item or product.

"Regular assessment™ shall be defined as an assessment made on personal
property when the taxpayer has filed a personal property schedule with the
assessor for the current year and the assessment is based on the
information reported by the taxpayer.

"Residual value" shall be defined as the minimum standard value of
property in use or capable of use.

"Scrap value" shall be defined as the value of personal property no longer
capable of use and for which there is no expectation of repair.



(13)

(14)

(15)
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"Straight line depreciation™ for tangible personal property shall be defined
as depreciation allocated in equal percentages over the economic life of
the property and shall be calculated by dividing 100% by the economic
life to achieve a yearly depreciation percentage. Percent good factors, also
termed depreciation factors, derived from these yearly depreciation
percentages shall be rounded to the nearest whole percent.

"Supplies” shall be defined as expendable items of tangible personal
property which are used or held for use in support of a business activity,
including but not limited to office supply stocks, stocks of spare parts for
maintenance of machinery and equipment, accessories used in
manufacturing processes, printing supplies, and cleaning and maintenance
supplies.

"Tangible personal property”, as defined by T.C.A. 867-5-501(12),
includes personal property such as goods, chattels, and other articles of
value which are capable of manual or physical possession, and certain
machinery and equipment, separate and apart from any real property, and

whose value is intrinsic to the article itself. Fangiblepersonal-property
ncludes-computer-software:

Rule 0600-5-.05 Audit is amended by adding the following new subsections:

(3)

(4)

Audits shall be conducted in accordance with a plan submitted by the
assessor of property and approved by the State Board of Equalization.

Assessors shall maintain confidentiality of taxpayer information as
required by Tenn. Code Ann. Section 67-5-402, and disclose this
information only pursuant to a written request identifying a basis for
disclosure consistent with Section 67-5-402.

Rule 0600-5-.06 Standard Valuation is amended by adding the following sentence at the
end of subsection (5): “The assessor shall not fix or increase a forced assessment by use
of an arbitrary percentage.”




Page 3 of 4 pages

Rule 0600-5-.09 Miscellaneous is amended by changing the title to “Classification and
situs” and by substituting the following for the first sentence of subsection (1) (c):

The intent of the owner and, where appropriate, the intent of other parties to a
transaction involving the owner. Intent shall be determined objectively,
considering business custom and usage as well as the stated intent of the owner or
parties.

so that the subsection as amended reads as follows:

(c) The intent of the owner and, where appropriate, the intent of
other parties to a transaction involving the owner. Intent shall
be determined objectively, considering business custom and
usage as well as the stated intent of the owner or parties. This
element will come into focus most frequently where leased
premises are involved, although it must occasionally be
considered where premises are owner-occupied. If the intent of
the owner is to move the item upon relocation of the business,
the item is more likely to be considered personal property,
provided that such a move would be probable, practical, and
cost-effective.

Rule 0600-5-.11 Reporting Schedule is amended by deleting the schedule appearing in
the current rule and substituting the schedule attached to this notice.

Authority: Tenn. Code Ann. §67-1-305.

I certify that this is an accurate and complete representation of the intent and scope of
rulemaking proposed by the State Board of Equalization.
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Kelsie E. Jones, Executive Secretary
State Board of Equalization

Subscribed and sworn to before me this the day of , 20

Notary Public

My commission expires:

The notice of rulemaking set out herein was properly filed in the Department of State on
the day of , 20

Riley C. Darnell
Secretary of State

By:




