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INTRODUCED lA--t: '/V,ft-,iJl, / '" ,. , '), 

J (3.,--.._c-d.\i.~ 9',i,t~;.-J✓◊,//// 1..J.&... -~. d, ?!._ , 
cJ,.,_,74;;·-~• .'l.,c 0/'!,).:-•··•C''L• ;[ ,IY'/~l.l4.-<ept-<.J<__;__ fJ,-,!~,,-

A~EN'l;ITLED: "AN ACTOf~QU~ _T.T:l!ES1'~ '~ 
~ fvA-7JI- ~ 7 

IN IEU OF TAXES ON LAND N EACH COUNTY IN 

WHICH THE STATE OWNS REAL PROPERTY IN EXCESS OF 6 PERCENT OF 

THE TOTAL LAND AREA OF THE COUNTY; AMENDING SECTION 

77-1-502, MCA; AND PROVIDING AN EFFECTIVE DATE." 

WHEREAS, the United States granted land, equal to 

approximately 5.37% of the total land in Montana, to the 

state to hold in trust for the support of education and for 

the well-being of the people of the state; and 

WHEREAS, because of the excessive holdings of 

state-owned land, the tax base in at least 18 counties that 

have over 61 of their total land area held in trust is 

materially reduced; and 

WHEREAS, the property owners in counties with large 

holdings of state land are forced to carry a greater tax 

burden for maintenance of county government and operation of 

schools than are property owners in counties with less than 

the average portion of state-owned, tax-free land; and 

WHEREAS, school trust lands should be appraised on the 

same basis and at the same value as privately owned lands. 
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LC 0704/01 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA: 

Section 1. Section 77-1-502, MCA, is amended to read: 

"77-1-502. Computation of state land equalization 

payment in lieu of taxes. (1) The department of revenue 

shall classify and compute the amount in lieu of taxes which 

that would be payable on the county assessments of said the 

property as if it were owned by and taxable to a taxpayer of 

stteh the county. 

fit--Ir-the-land-is-"et-eiaee±ried,-tne-snm-to-be-listed 

she~i-be-determined-by-t~e-e¥erage-tax-payment-made-on--¼¼~e 

property--within-the-eottnty-where-said-¼and-is-situatee7-not 

to--exeeed--l%--eents--per--9razin9--aere7--35---eents---~er 

agrietlitnral-aere,-and-¼i-eents-per-forest-aere,-~he-aYerage 

tax--may--be-deriYed-£rem-the-ffloet-reeent-biennia¼-report-e£ 

the-department-e£-revenrteo-The-tota¼-£i9~re--arrived--at--b7 

this-method-sha¼l-be-eal¼ed-the-9roee-a99essment-£i9~rea 

t3t--~he--eortnty-exempt±on-faeter-~ha±¼-be-determined-by 

d±viding-the-pereentage-the-etate-ewned-¼and--beare--to--the 

tota¼--¼and--area-0£-the-eottnty-inte-6%,-Thie-qttotient-sha¼¼ 

be-mtt¼ti~¼±ed--by--the--greee--aeeeeement--£igttre,--and--the 

prednet-±e-ea¼¼ed-the-etate-exemption-£ignre, 

t4t--The-etate-exemption-£igttre-eha½¼-be-etlbtraeted-£rom 

the--grose--aeeeeement--to--give-the-etate-¼and-eqtta¼i%ation 

payment, 

(2) The amount of state land equalization payment in 

-2- INTRODUCED BILL 
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lieu of taxes is determined by the number of mills levied 

for the year, prior to the legislative session in which the 

appropriation is made for the biennium, against the land 

according to its classification. The payment in lieu of 

taxes may not be in excess of the taxes that would result if 

the real property, in excess of 6\ of the county's land 

area~ were taxable." 

NEW SECTION. Section 2. Effective date. [This act] is 

9 effective July l, 1991. 

-End-

-3-



STATE OF MONTANA - FlSCAL NOTE 
Form BD-l'S 

In compliance with a written request, there is hereby submitted a Fiscal Note for HB0282, as introduced. 

D_!,:_SCRIPTION_Q_E_ PROPOSED LEGISLATION: 

An act to require the state to make payments in lieu of taxes on land in each county in which the state owns real property 
in excess of 6 percent of the total land area of the county; and providing an effective date. 

ASS1l_MPTJ:<JNS: 

1. Total state land acreage is 5,192,531. 
2. State land acreage in excess of 6% of total county acreage is 2,486,236. 
3. The proposal requires the Department of Revenue to classify all state land acreage in excess of 6% of total county 

acreage_ This valuation will be done in FY92. Administrative costs in FY92 would include 4.70 FTE and $5,800 in 
operating expenses. 

4. According to the Montana Association of Counties, $356,4/8 is needed to fully fund the state land equalization payment 
at 100% of the tax levy on all lands in each county that has over and above the 6% normally allowed for school trust 
land. 

5. The legislature will fully fund the equalization payment as determined in this bill. (see technical note) 

FISCAL IMPACT: 
see next page 

l 

:<-/7 -
j ----Jz'. , A ~=e<J..:~-,/ .. 

ROD SUNDSTED BUDGET DIRECTOR 
f--._t: -- ~11 

• 
DATE 

Office of Budget 3nd Program Planning 
ur;oA J NELSON, PRU1ARY SPONSOR 

Fiscal Note for HB0282_, as introdu~ed 

DATE 

tttJ ,.,,,, 



Fiscal Note Request, HB0282, as introduced 
Form BD-15 
Page 2 

Expenditures: 
Q~_Qartment_of Revenue: 

F.T.E. 
Personal Services 
Operating Expenses 

Total 
Funding: 
General Fund 

Department of State Lands~ 
Equalization Payment 
Funding 
General Fund 

TECHN_ICAL NOTES: 

Current Law 
0 
0 
Q 

0 

0 

265,000 

265,000 

IT 92_ 
Proposed Law 

4. 70 
100,100 

5,800 
105,900 

105,900 

356.478 

356,478 

Difference 
4. 70 

100,100 
5,80_Q 

105,900 

105,900 

91,478 

91,478 

Cl!_rrent Law 
0 
0 
Q 
0 

0 

265,000 

265,000 

FY 93 
Proposed Law Difference 

0 0 
0 0 
0 0 
0 0 

0 0 

356,478 91,478 

356,478 91,478 

Historically the total amount paid to counties in state land equalization payments has been an amount set by the legislature 
through appropriation. This appropriated amount is not based on the actual value of the land in question. Nothing in 
current law or the proposal addresses this appropriation. 

1-18 ,11, 
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APPROVED BY COMMITTEE 
ON TAXATION 
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HOUSE BILL NO. 282 

INTRODUCED BY L. NELSON, HANSEN, SPRING, LARSON, CODY, 

R. DEBRUYCKER, MCCAFFREE, BARNETT, M. HANSON, BRADLEY, 

J. DEBRUYCKER, HARPER, O'KEEFE, J. RICE, WEEDING, 

SQUIRES, NATHE, SCHYE 

A BILL FOR AN ACT ENTITLED: "AN ACT TO REQUIRE THE STATE TO 

MAKE PAYMENTS IN LIEU OF TAXES ON LAND IN EACH COUNTY IN 

WHICH THE STATE OWNS REAL PROPERTY IN EXCESS OF 6 PERCENT OF 

THE TOTAL LAND AREA OF THE COUNTY; TO REVISE THE METHOD OF 

COMPUTING THE STATE LAND EQUALIZATION PAYMENTS; TO PROVIDE 

FOR REDUCTION IN PAYMENTS WHEN THE FUNDS APPROPRIATED ARE 

NOT SUFFICIENT TO MAKE FULL EQUALIZATION PAYMENTS; AMENDING 

SB€Ti0N SECTIONS 77-1-501, 77-1-502, AND 77-1-504, MCA; 

REPEALING SECTION 77-1-503,_ MCA; AND PROVIDING AN EFFECTIVE 

DATE AND AN APPLICABILITY DATE." 

WHEREAS, the United States granted land, equal to 

approximately 5.37% of the total land in Montana, to the 

state to hold in trust for the support of education and for 

the well-being of the people of the state; and 

WHEREAS, because of the excessive holdings of 

state~owned land, the tax base in at least 18 counties that 

have over 6t of their total land area held in trust is 

materially reduced; and 

~~• ,.,,.,,=,v• couno, 

l 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

2a 

25 

HB 0282/02 

WHEREAS, the property owners in counties with large 

holdings of state land are forced to carry a greater tax 

burden for maintenance of county government and operation of 

schools than are property owners 1n counties with less than 

the average portion of state-owned, tax-free land; and 

WHEREAS, school trust lands should be appraised on the 

same basis and at the same value as privately owned lands. 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA: 

SECTION 1. SECTION 77-1-501. MCA, IS AMENDED TO READ: 

~77-1-501. List of state lands by county. The 

department shall, before the first Monday of April of every 

year, prepare 8"d-tra"~m~t a statement to-t~@-dep9r~me"t--0£ 

~eTefttte-or-~~~-~~@ftt-i" tha~___l_Q.entifies each county in which 

the state h9s owns real property in excess of 6% of the 

total land area of the county and from which the state 

derives grazing, agricultural, or forest income. The 

statement shall contain the total number of acres owned by 

the state in that county and list the acres separately as 

grazing, agricultural, or forest land." 

Section 2. Section 77-1-502, MCA, is amended to read: 

"77-1-502. Computation of state land equalization 

payment in li~LI: __ oE taxes. (1) ill Tne department of revenue 

shall ~~a~~±ty-~nd compute the amount ~n ~ieu of taxes whieh 

~hat wo~½d-be-~eyeble-on-the-eott~ty-e~se~~fflent~-of-seid t~e 

-2- HB 282 
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preper~y-as-±£-it-were-owned-Dy-and-~axaei~-te-a-~a~psyer-0£ 

stteh the-eettnty DUE TO EACH COUNTY IN WHICH THE STATE-OWNED 

PROPERTY IN THAT COUNTY IS IN EXCESS OF 6% OF THE TOTAL LANO 

AREA FOR THE COUNTY. 

(B) THE AMOUNT IN LIEU OF TAX PAYMENT FOR LAND OWNED BY 

THE STATE MUST BE COMPUTED BASED UPON AN IMPUTED VALUE OF 

STATE LAND, IN THE THREE CATEGORIES LISTED IN SUBSECTION 

(l)(D), THAT EXCEEDS 6\ OF THE TOTAL LAND AREA OF THE COUNTY 

AS FOLLOWS: 

(:) THE VALUE PER ACRE FOR EACH CATEGORY :s COMPUTED BY 

MULTIPLYING THE TOTAL STATEWIDE TAXABLE VALUE OF THE 

CATEGORY BY THE STATEWIDE AVERAGE MILL LEVY FOR STATE, 

COUNTY, AND SCHOOL DISTRICT LEVIES FOR THE YEAR IN WHICH THE 

PAYMENT IS TO BE MADE DIVIDED BY THE STATEWIDE QUANTITY OF 

THAT CATEGORY OF LAND. 

J..lU THE AMOUNT OF THE PAYMENT IN LIEU OF TAXES IS 

DETERMINED BY MULTIPLYING THE VALUE PER ACRE BY THE RATIO 

THAT THE NUMBER OF STATE-OWNED ACRES OF LAND OF THAT 

CATEGORY BEARS TO THE TOTAL AMOUNT OF STATE-OWNED LAND IN 

THE COUNTY MULTIPLIED BY THE AMOUNT OF STATE-OWNED LAND IN 

THE COUNTY IN EXCESS OF 6\ OF THE TOTAL LAND AREAS OF THE 

COUNTY. 

(C) THE TOTAL STATEWIDE TAXABLE VALUE AND THE STATEWIDE 

QUANTITY OF EACH CATEGORY OF LAND IS THE AMOUNT ?UBLISHED IN 

THE MOST RECENT BIENNIAL REPORT OF THE DEPARTMENT OF 

-3- HB 2B2 
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HB 0282/02 

REVENUE. FOR THE AGRICULTURAL CATEGORY, THE DEPARTMENT SHALL 

USE THE VALUE AND QUANTITY OF IRRIGATED AND NONIRRIGATED 

LAND. 

ARE: 

(D) AS USED IN THIS SECTION, THE CATEGORIES OF LAND 

(I) GRAZING LAND; 

(II) AGRICULTURAL LAND; AND 

(III) TIMBERLAND. 

tit--!£-the-iend-±s-~et-e¼ess±£±ed7-the-sttm-to-be-¼±sted 

sha¼r--be-deterMined-by-t~e-a¥era~e-tax-payme~t-made-on-¼±~e 

pre~erty-w±thin-the-eottnty-where-sa±d-¼and-±s-s±tttated,--not 

to---exeeed---ir--eents--per--qraz±nq--aere7 --~s--eents--per 

a9riett±tttra¼-aere,-and-¼%-eents-per-£orest-aere,-~he-averaqe 

~~~-may-be-derived-£rem-the-most-reeent-b±ennia¼--report--or 

the--department--e£--reventteo-~he-tota¼-f±9ttre-arri¥ed-at-by 

th±s-method-sha±¼-be-ea¼ied-the-gress-assessment-£±9ttre, 

t3t--~he-eottnty-exempt±en-raeter-sha¼½-be-determ±ned--by 

divid±ng--the--pereenta~e--the-state-owne~-¼and-bears-te-the 

tota¼-la"d-area-of-the-eottnty-±nto-6%0-~his--qttetient--~hali 

~e--m~±ti~¼ied--~y--the--gross--assessment--£i9ttre,--a"d-ehe 

prodttet-is-called-the-state-exemption-£±gttreo 

t4t--~he-state-exemption-rtgtt~e-~~a¼¼-be-s~btraeted-£~om 

the-gross-assessment-te-9ive--tke--state--±and--eqttaiizatien 

~ayment~ 

{2} Phe--ame~nt--0£--~tttte-t~nd-eg~a¼~zat±on-payment-in 

-4- HB 282 
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iiett-ot-taxe~-is-deterfflined-by-the-nttm~er--ef--ffliits--½e~~ed 

tor--the-yeer,-pr¼er-to-the-¼eqis½at±ve-sess±on-±n-w"±eh-the 

a~propr±at±en-is-fflade-rer-the--bienn±ttm,--aga±nst--the--ta~d 

eceord±ng--to--±ts--eiass±f±eat±on~--~he--payment-±n-½±ett-ef 

ta~es-may-no~-ee-±n-exeess-0£-the-taxes-that-wottid-resttlt-~~ 

t~e-reat-property,-in-exeess-ef--6%--of--t~e--eottntyis--½and 

erea,--were--taMable~ IF THE FUNDS APPROPRIATED FOR A FISCAL 

YEAR ARE INSUFFICIENT TO PAY THE FULL AMOUNT IN LIEU OF TAX 

PAYMENTS, AS CALCULATED IN SUBSECTION 11), THE DEPARTMENT 

SHALL PRORATE THE PAYMENT TO COUNTIES." 

SECTION 3. SECTION 77-1-504, MCA, IS AMENDED TO READ: 

"77-1-504. Proeess±ng--0£--eettnty---statements Filing 

13 claims. ~he-fte~artment-s~aii-exarn±ne-the-statemeftt-retttrned 

14 ey-the-agent-of-tfte-department-oi-reven~e-ror-accttraey,--and 

15 ±n--no--ease--s~aii--the--state-¼and-eqttaiizat±eft-payment-be 

16 appre~ed-ttn¼ess-the-~~ate-exempt±on-rt~ttre-±s-dedttcted--rrom 

17 the-gross-asse99ffient-£igttre-tn-tfte-staeement~ The department 

18 shall, before November 1 of each year, prepare and file a 

19 claim with the department of administration for all counties 

20 who are eligible for state land equalization payments, and 

21 this claim shall show the amount of money each eligible 

22 county will receive.'1 

23 

24 

25 

NEW SECTION. SECTION 4. REPEALER. SECTION 

MCA, IS REPEALED. 

NEW SECTION. SECTION 5. APPLICABILITY. 

-5-

77-1-503, 

1THIS ACT! 
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APPLIES TO TAX YEARS BEGINNING AFTER DECEMBER 31, 1991. 

NEW SECTION. Section 6. Effective date. [This act] is 

effective July 1, 1991. 

-End-

-6- HB 282 




