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HOUSE BILL NO. 340 

INTRODUCED BY REAM, B. BROWN 
BY REQUEST OF THE REVENUE OVERSIGHT COMMITTEE 

JANUARY 22, 1991 

JANUARY 23, 1991 

MARCH 27, 1991 

MARCH 28, 1991 

APRIL 1, 1991 

APRIL 2, 1991 

APRIL 3, 1991 

APRIL 4, 1991 

APRIL 4, 1991 

APRIL 10, 1991 

APRIL 15, 1991 

APRIL 16, 1991 

IN THE HOUSE 

INTRODUCED AND REFERRED TO COMMITTEE 
ON TAXATION. 

FIRST READING. 

COMMITTEE RECOMMEND BILL 
DO PASS AS AMENDED. REPORT ADOPTED. 

ON MOTION, TAKEN FROM SECOND READING 
AND REREFERRED TO COMMITTEE 
ON APPROPRIATIONS. 

PRINTING REPORT. 

COMMITTEE RECOMMEND BILL 
DO PASS AS AMENDED. REPORT ADOPTED. 

PRINTING REPORT. 

SECOND READING, DO PASS. 

ENGROSSING REPORT. 

THIRD READING, PASSED. 
AYES, 68; NOES, 31. 

TRANSMITTED TO SENATE. 

IN THE SENATE 

INTRODUCED AND REFERRED TO COMMITTEE 
ON TAXATION. 

FIRST READING. 

COMMITTEE RECOMMEND BILL BE 
CONCURRED IN. REPORT ADOPTED. 

SECOND READING, CONCURRED IN. 

THIRD READING, CONCURRED IN. 
AYES, 49; NOES, O. 

RETURNED TO HOUSE. 



IN THE HOUSE 

APRIL 17, 1991 RECEIVED FROM SENATE. 

SENT TO ENROLLING. 

APRIL 19, 1991 REPORTED CORRECTLY ENROLLED. 

APRIL 20, 1991 SIGNED BY PRESIDENT. 

SIGNED BY SPEAKER. 

DELIVERED TO GOVERNOR. 

APRIL 25, 1991 RETURNED FROM GOVERNOR WITH 
RECOMMENDED AMENDMENTS. 

SECOND READING, GOVERNOR'S 
AMENDMENTS CONCURRED IN. 

IN THE SENATE 

APRIL 29, 1991 SECOND READING, GOVERNOR'S 
AMENDMENTS CONCURRED IN. 

THIRD READING, GOVERNOR'S 
AMENDMENTS CONCURRED IN. 

IN THE HOUSE 

APRIL 29, 1991 SENT TO ENROLLING. 

REPORTED CORRECTLY ENROLLED. 
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ll@s~ BILL No • .:3'/D 
INTRODUCED BY ~'°i;4' liierw'I 

BY REQUEST OF THE REVENUE OVERSIGHT COMMITTEE 

A BILL FOR AN ACT ENTITLED: "AN ACT TO GENERALLY REVISE THE 

TAXATION OF PRIVATE FOREST LANDS; DEFINING FOREST LAND AND 

FOREST PRODUCTIVITY VALUE; REQUIRING THE DEPARTMENT OF 

REVENUE TO VALUE FOREST LANDS OF 5 ACRES OR MORE ON THE 

BASIS OF PRODUCTIVITY BY CAPITALIZING THE NET INCOME OF 

FOREST LAND; AUTHORIZING THE DEPARTMENT OF REVENUE TO 

ESTABLISH FOREST VALUATION ZONES; PROVIDING FOR A TRANSITION 

PERIOD IN THE TAXATION OF FOREST LANDS BY EXTENDING THE 

TERMINATION DATE OF CLASS THIRTEEN PROPERTY; PROVIDING THAT 

CLASS THIRTEEN WILL APPLY TO THE TAXATION OF FOREST LANDS 

BEGINNING JANUARY l, 1994; PROVIDING THAT LAND MUST BE 

CLASSIFIED AS AGRICULTURAL LAND IF ITS GRAZING VALUE IS 

GREATER THAN ITS FOREST PRODUCTIVITY VALUE; EXEMPTING TIMBER 

FROM AD VALORF.M PROPERTY TAXATION; PROVIDING AN 

APPROPRIATION; AMENDING SECTIONS 15-1-101, 15-6-143, 

15-6-201, AND 15-8-111, MCA, AND SECTION 10, CHAPTER 681, 

LAWS OF 1985; AND PROVIDING EFFECTIVE DATES, APPLICABILITY 

DATES, AND A TERMINATION DATE." 

WHEREAS, the Department of Revenue does not have 

adequate resources to properly administer the existing 

~~••• .... • .. •c=no, 
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standing inventory method of taxing forest lands; and 

WHEREAS, the standing inventory method of taxing forest 

lands encourages landowners to harvest timber without regard 

to good forest management; and 

WHEREAS, the valuation of forest lands in Montana is 

often based on outdated information; and 

WHEREAS, the Forest Taxation Subcommittee of the Revenue 

Oversight Committee found that the forest productivity 

method of taxing forest lands encourages good forest 

management and is a more equitable method of taxing forest 

lands; and 

WHEREAS, the forest productivity method of taxing forest 

lands is in the long run easier and less costly to 

administer than the standing inventory method; and 

WHEREAS, the Forest Taxation Subcommittee of the Revenue 

Oversight Committee recommends that forest lands be taxed on 

the basis of productivity; and 

WHEREAS, it is the intent of the Legislature to 

implement the recommendation of the Forest Taxation 

Subcommittee of the Revenue Oversight Committee. 

THEREFORE, it is the purpose of this bill to implement 

the recommendation to change the method of taxing forest 

lands in the state. 

STA~EMENT OF INTENT 

-2- INTRODUCED BILL 
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A statement of intent is required for this bill because 

the department of revenue is granted authority to adopt 

rules for the administration and enforcement of the forest 

productivity method of taxing forest lands. 

The legislature contemplates that rules adopted by the 

department should, at a minimum, address the following: 

(l) guidelines for information that must be contained 

i~ the statement of intent submitted by the forest landowner 

as provided for in [section 2(5)(b)]; 

(2) the form to be used by the forest landowner for the 

statement of intenti 

(3) the procedures for determining appropriate forest 

valuation zones and for computing forest land valuation 

scheduleSi 

(4) the notification of landowners who may be eligible 

for forest land classification under this bill; 

(5) the process by which a landowner may appeal the 

valuation of the owner's forest land; and 

( 6) the definition of terms and establishment of 

procedures as appropriate for the efficient administration 

of the forest productivity method of taxation. 

In determining forest productivity values and in 

computing forest land valuation schedules, the department 

shall use the assistance of the university of Montana. The 

legislature also intends that, in implementing this bill, 
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the department seek the advice of the department of state 

lands, landowners of private forest lands, the timber 

industry, and local governments. 

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

NEW SECTION. Section 1. Short title. [Sections 1 

through 5] may be cited as the "Forest Lands Tax Act 11
• 

NEW SECTION. Section 2. Definitions. For the purposes 

of [sections 1 through 5], unless the context requires 

otherwise, the following definitions apply: 

( 1) 11 Culminat ion of mean annual increment" means the 

point of optimum net wood production on an acre of forest 

land. 

(2) 11 Cultivated Christmas trees 11 means Christmas trees 

that are grown on land prepared by intensive cultivation and 

tilling, such as by plowing or turning over the soil, and on 

which all unwanted plant growth is controlled for the 

exclusive purpose of raising Christmas trees. 

(3) "Department" means the department of revenue. 

(4) 11 Forest 11 means forest land and the timber on the 

land. 

(5) "Forest land 11 means contiguous land of 5 acres or 

more in one ownership that is capable of producing timber 

that can be harvested in commercial quantity and is 

producing timber unless the trees have been removed by man 
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through harvest, including clearcuts, or by natural 

disaster, including but not limited to fire. Forest land 

includes land: 

(a) that has not been converted to another use; or 

{b) that has a dedicated use that is evidenced by a 

statement of intent by the owner for the eventual harvest of 

timber. 

(6) "Forest productivity 

forest land for assessment 

determined only on the basis 

value" means the 

purposes, which 

of its ability 

value of 

value is 

to proC.uce 

timber, other forest products, and associated agricultural 

products through an income approach provided for in [section 

3 J. 

(7) "Harvest'' means an activity related to the cutting 

or removal of timber for use or sale as a forest product. 

(8) "Landowner" means 

association, company, firm, 

trust. 

an individual, corporation, 

joint venture, syndicate, or 

(9) "Mean annual net wood production" means the average 

net usable volume of wood 1 acre of forest land will grow in 

1 year under average current and actual forest conditions 

and under current and reasonable management practices for 

each forest valuation zone established under [section 3]. 

(10) ,.Stumpage value 11 means the amount that timber would 

sell for under an arm's-length transaction made in the 
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ordinary course of business, expressed in terms of dollars 

per unit of measure. 

{11) "Timber" means all "wood growth on privately owned 

land, mature or immature, alive or dead, standing or down, 

that is capable of furnishing raw material used in the 

manufacture of lumber or other forest products. The term 

does not include cultivated Christmas trees. 

NEW SECTION. Section 3. Legislative intent -- value of 

forest lands -- valuation zones. {l} In order to encourage 

landowners of private forest lands to retain and improve 

their holdings of forest lands, to promote better forest 

practices, and to encourage the investment of capital in 

reforestation, forest lands must be classified and assessed 

under the provisions of this section. 

(2) The forest productivity value of forest land must 

be determined by: 

(a) capitalizing the value of the mean annual net wood 

production at the culmination of mean annual increment plus 

other agriculture-related income, if any; less 

(b) annualized expenses, including but not limited to 

the establishment, protection, maintenance, improvement, and 

management of the crop over the rotation period. 

(3) To determine the Eorest productivity value of 

forest lands, che department shall: 

(a) divide the state into appropriate forest valuation 
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zones, with each zone designated so as to recognize the 

uniqueness of marketing areas, timber types, growth rates, 

access, operability, and other pertinent factors of that 

zone; and 

(b} establish a uniform system of forest land 

classification that takes into consideration the productive 

capacity of the site to grow forest products and furnish 

ot~er associated agricultural uses. 

(4) In computing the forest land valuation schedules 

for each forest valuation zone to take effect on January 1, 

1994, the department shall determine the productive capacity 

value of all forest lands in each forest valuation zone 

using the formula V = I/R, where: 

(a) vis the per-acre forest productivity value of the 

forest land; 

(b) I is the per-acre net income of forest lands in 

each valuation zone and is determined by the department 

using the formula I= (M X SV) + AI - C, where: 

(i) I is the per-acre net income; 

(ii} Mis the mean annual net wood production; 

(iii) SV is the stumpage value; 

(iv) AI is the per-acre agriculture-related income: and 

(v) C is the per-unit cost of the forest product and 

agricultural product produced, if any; and 

(c) R is the capitalization rate determined by the 
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(a) be calculated for each year of a base period, which 

is the most recent 5-year period for which data is 

available; 

(b) be based on a rolling average of stumpage value of 

timber harvested within the forest valuation zone and on the 

associated production cost data for the base period from 

sources considered appropriate by the department; and 

(c) include agriculture-related net income for the same 

time period as the period used to deterwine average stumpage 

values. 

(6} The capitalization rate must be calculated for each 

year of the base period and is the annual average interest 

rate on agricultural loans as reported by the federal land 

bank association of Spokane, Washington, plus the effective 

tax rate. 

(7) The effective tax rate must be calculated for each 

year of the base period by dividing the total estimated tax 

due on forest lands subject to the provisions of this 

section by the total forest value of those lands. 

(8) For the purposes of this section, if forest service 

sales are used in the determination of stumpage values, the 

department shall take into account purchaser road credits. 

(9) In determining the forest productivity value of 
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forest lands and in computing the forest land valuation 

schedules, the department shall use information and data 

provided by the university of Montana. 

NEW SECTION. Section 4. Reduction in valuation on 

forest lands for trees destroyed by natural disaster. (1) 

Forest lands upon which, at any time after December 31, 

1993, trees are destroyed by fire, disease, insect 

infestation, or other natural disaster so that the lands 

affected will not meet minimum stocking requirements are 

eligible for a reduction in value for the first 20 tax years 

following the loss. 

{2) If a landowner shows 

satisfaction that the landowner's 

to the department's 

forest lands have been 

destroyed as provided in 

shall reduce the value 

subsection (1), the department 

of the forest land by 50% of the 

original forest productivity value per year. 

NEW SECTION. Section 5. Administration rules. The 

department shall: 

(1) administer and enforce the provisions of [sections 

l through 5]; 

(2) arrange for the preparation and distribution of 

forms and information necessary to administer the provisions 

of [section l through 5]; and 

{3) promulgate rules necessary to administer and 

enforce the provisions of [sections l through 5], 
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Section 15-6-143, MCA, is amended to read: 

(Temporary) Class thirteen property 

taxable percentage. (1) Class thirteen 

property includes all timberland. 

(2) Timberland is contiguous land exceeding 15 acres in 

one ownership that is capable of producing timber that can 

be harvested in commercial quantity. 

(3) Class thirteen property is taxed at ~he-pe~ee"ea9e 

rate-upu 3.84% of the combined appraised value of the 

standing timber and grazing productivity of the property. 

t4t--Por--taxab½e--year~--beginning-Oanttery-r,-¼986,-and 

thereafter,-the-taxabTe-pereentage-rate--upu--app½ieab!e--to 

cia~~--thirteen--property-i~-30%/B,-where-B-±~-the-eert±f±ed 

~tatew¼ae--pereenta9e--inerea~e--to--be--determined--by--the 

department-of-revenue-a~-prov±ded--in--~~b~eetion--tst~--The 

taxab½e-pereentage-rate-npu-~hatt-be-rotlnded-downward-to-the 

ne~re~t--0,0¼%--and--~hall--be--eatett½ated-by-t~e-department 

be£ere-~ttly-l,-l986. 

t5t--tat-Prior-to-attly-l,--l986,--the--departme~t--~hall 

determ±ne--the--eerti£±ed--~tatewide-pereenta9e-inerea~e-for 

eia~~-thirteen-property-tl8±ng-the-Eorffl~½a-B-•-Mf¥7 -where~ 

tit--H-±~-tke-apprai~ed-valtle,-a~-of-~antlary-±,-±986,-of 

ai¼-property-in-the-~tate,-exet~din9-tl~e--ehan9e~--oeettrring 

dttring--th~--p~eeeding-y~ar7-e±a~~i£±ed-~nder-e±a~~-thirteen 

a~-el~~~-thirteen-is-de~cribed-±n-tni~-~eet±o~;-and 
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t±it-Y-±~-tfte-appra±~ed-~altte,-a~-o~-aanttary-i7 -±9BS7 -e£ 

a¼±-property-±~-the-state-that,-a~-of-danttary-l7-l986 1 -wott±d 

be-e¼a~~if±ed-ttnder-e±ass--th±rteen--as--class--~h±rteen--±~ 

de~er±bed-±n-this-~eet±on. 

tbt--B--sha±±-be-rottnded-downward-to-the-n~arest-00888!%0 

t6t--After--att¼y--l,--l986,-no-ed;ostment-may-be-made-by 

the-department-to-the-taxable-pereentage-rate--upu--~nt±¼--a 

ve±ttat±on-ha~-been-made-a~-providea-±n-±5-~-¼ll,-t~erminate~ 

aenttary-¼,-¼99l--ee~,-lB,-eh,-68l,-b•-¼985,t" 

Section 7. 

"15-6-143. 

description 

Section 15-6-143, MCA, is amended to read: 

f'i'emporaryt 

taxable 

Class thirteen property 

percentage alternative 

classification. flt--€la~~--th¼rteen--properey-inelude~-all 

timberland, 

t%t--~±mberiand-is-cont¼9ttotts-land-exeeed±n9-¼S-aeres-in 

one-owner~h±~-that-is-capable-0£-prodtleing-t±mbe~--t~at--can 

be-harvested-in-commereial-qttant±tyo 

t3t--€iass--th±rteen-property-±s-taxed-a~-the-pereentege 

rate-upu-ot-the-comb±ned-appra±sed--vaitle--0£--the--etand±n9 

t±mber-and-gra~±ng-prodttet±vity-of-the-propertyo 

t•t--Por--taxable--years--beginn±ng-Janttary-r,-%9867-and 

thereafter,-the-taxab¼e-pereenta~e-rate--upu--app¼ieab¼e--to 

c¼ass--thirteen--property-is-36\fB;-where-B-is-the-certir±ed 

etatewide--pereentage--±ncrea5e--to--be--determ±ned--by--the 

department-o£-reventte-a~-prov±ded--±n--etlb~eet±on--t5to--~he 
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ta~able-pereentage-rate-npu-ehall-be-rottnded-dow"ward-to-the 

ftea~e~t--0,0%%--and--~ha±l--be--eeiett¼ated-by-the-department 

before-att¼y-t,-1986, 

tSt--tat-Pr±or-to-Otliy-i,--t966,--the--depar~ment--shail 

determine--the--eert±£±ed--statew±de-peree~ta9e-±neree~e-for 

e¼a~e-tnirteen-property-tt~±ng-the-formtlia-B-•-HTY,-wnere~ 

tit--x-±~-the-ep~ra±~ed-~altte,-as-o£-dantlary-i,-i986,-of 

a¼l-property-±n-the-state,-exelttd¼n9-ttee--eha~ge~--oee~rrin9 

dttr±ng--the--precedin9-year,-eiae~±f±ed-ttnder-elaes-thirteen 

a~-eiaee-thirteen-±s-deseribed-±n-th±s-seet±on~-and 

t±¼t-Y-±s-the-ap~rat~ed-valtte7-ae-of-~antlary-i,-l985,-o£ 

a¼¼-property-±n-the-~tate-~thet,-a~-of-Oanttary-i,-i966,-wott½d 

be-eia~si~ied-tt~der-ele~~--th±rteen--ae--elaes--th±rteen--is 

deser±bed-±n-th±s-eeet±on, 

tbt--B-ehali-be-rottnrled-downward-to-the-nearest-9o989i%o 

t6t--After--a~1y--l,--¼986,-no-adjtt3tment-may-be-made-by 

the-department-to-the-taxab¼e-pe~eentage-rate--npu--ttnti¼--~ 

~aiu8t±on-has-been-maae-as-pro~iderl-in-!5-i-iiio-t~erminate~ 

danoary-¼,-¼99i--~eeT-i8,-€h,-68l,-b,-l985,t 

(1) Except as provided in subsection (5), class 

thirteen property includes all forest lands as defined in 

Lsection 2]. 

(2} Class thirteen property is taxed at the percentage 

rate ''P'' of its forest productivity value. 

1l.1__£_?~ taxable years beginning January 1, 1994~ and 

-12-
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thereafter, the taxable percentage rate 11 P 11 applicable to 

class thirteen property is 3.84%/B, where Bis the certified 

statewide percentage increase to be determined by the 

department of revenue as provided in subsection (4). The 

taxable percentage rate 0 P" must be rounded downward to the 

nearest 0.01% and must be calculated by the department 

before July 1, 1994. 

ill (a) Prior to July 1, 1994, the department shall 

determine the certified statewide percentage increase for 

class thirteen property usir.g the formula B = X/Y, where: 

(i) Xis the appraised value, as of January 1, 1994, of 

all property in the state, excludi129 use changes occurring 

during the preceding year, classified under class thirteen 

as class thirteen is described in this section; and 

all 

{ii) Y is the appraised value, as of January 1, 1993, of 

property in the state that would be classified under 

class thirteen as class thirteen is described in this 

section as this section reads in 1993. 

(b) B must be rounded downward to the nearest O~p_Q_Q...!..!_. __ 

(5) If the department of revenue determines that the 

grazing value of a parcel of forest land is greater than the 

forest productivity value determined -~-!'Ider [?ection }) , ~t_he 

land must be classified as agricultural lan<l under 

15-6-133." 

Section 8. Section 1s~1-101, MCA, is amended to read: 
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•15-1-101. Definitions. ( 1) Except as otherwise 

specifically provided, when terms mentioned in this section 

are used in connection with taxation, they are defined in 

the following manner: 

(a) The term 11 agricultural'' refers to the raising of 

livestock, poultry, bees, and other species of domestic 

animals and wildlife in domestication or a captive 

environment, and the raising of field crops, fruit, and 

other animal and vegetable matter for food or fiber. 

(~) The term ''assessed value" means the value of 

property as defined in 15-8-111. 

{C) The term "average wholesale value" means the value 

to a dealer prior to reconditioning and profit margin shown 

in national appraisal guides and manuals or the valuation 

schedules of the department of revenue. 

(d) (i) The term "commercial", when used to describe 

property, means any property used or owned by a business, a 

trade, or a nonprofit corporation as defined in 35-2-102 or 

used for the production of income, except that property 

described in subsection (ii). 

(ii) The following types of property are not commercial: 

(A) agricultural lands; 

(B) timberlands and, beginning January 1, 199_~"~ forest 

lands; 

(C) single-ramily residences and ancillary improvements 

-14-
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and improvements necessary to the function of a bona fide 

farm, ranch, or stock operation; 

(D} mobile homes used exclusively as a residence except 

when held by a distributor or dealer of trailers or mobile 

homes as his stock in trade; 

(E) all property described in 15-6-135; and 

(F) all property described in 15-6-136. 

(e) The term "comparable property" means property that: 

has similar use, function, and utility; that is influenced 

by the same set of economic trends and physical, 

governmentalr and social factors; and that has the potential 

of a similar highest and best use. 

(f) The term "credit" means solvent debts, secured or 

unsecured, owing to a person. 

(g) The term "improvements" includes all buildings, 

structures, fences, and improvements situated upon, erected 

upon, or affixed to land. When the department of revenue or 

its agent determines that the permanency of location of a 

mobile home or housetrailer has been established, the mobile 

home or housetrailer is presumed to be an improvement to 

real property. A mobile home or housetrailer may be 

determined to be permanently located only when it is 

attached to a foundation which cannot feasibly be relocated 

and only when the wheels are removed. 

lh) The term "leasehold improvements" means 
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improvements to mobile homes and mobile homes located on 

land owned by another person. This property is assessed 

under the appropriate classification and the taxes are due 

and payable in two payments as provided in 15-24-202. 

Delinquent taxes on such leasehold improvements are a lien 

only on such leasehold improvements. 

(i) The term "livestock" means cattle, sheep, swine, 

goats, horses, mules, and asses. 

(j) The term "mobile home" means forms of housing known 

as 11 trailers", 11 housetrailers 11
, or "trailer coaches'' 

exceeding 8 feet in width or 45 feet in length, designed to 

be moved from one place to another by an independent power 

connected to them, or any "trailer", 11 housetrailer 1
', or 

''trailer coach'' up to 8 feet in width or 45 feet in length 

used as a principal residence. 

(k) The term 11 personal property 11 includes everything 

that is the subject of ownership but that is not included 

within the meaning of the terms 

"improvements". 

"real estate" and 

(1) The term "poultry" includes all chickens, turkeys, 

geese, ducks, and other birds raised in domestication to 

produce food or feathers. 

(m) The term "proper ty' 1 includes moneys, credits, 

bonds, stocks, franchises, and all other matters and things, 

real, personal, and mixed, capable of private ownership. 
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This definition must not be construed to authori2e the 

taxation of the stocks of any company or corporation when 

the property of such company or corporation represented by 

the stocks is within the state and has been taxed. 

(n) The term ''real estate'' includes: 

(i) the possession of, claim to, ownership of, or right 

to the possession of land; 

(ii) all mines, minerals, and quarries in and under the 

land subject to the provisions of 15-23-501 and Title 15, 

chapter 23, part 8; all timber belonging to individuals or 

corporations growing or being on the lands of the United 

States; and all rights and privileges appertaining thereto. 

(o) "Research and development firm" means an entity 

incorporated under the laws of this state or a foreign 

corporation authorized to do business in this state whose 

principal purpose is to engage in theoretical analysis, 

exploration, and experimentation and the extension of 

investigative findings and theories of a scientific and 

technical nature into practical application for experimental 

and demonstration purposes, including the experimental 

production and testing of models, devices, equipment, 

materials, and processes. 

{p} The term "taxable value" means the percentage of 

market or assessed value as provided for in Title 15, 

chapter 6, part 1. 
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(q) The term "weighted mean assessment ratio 11 means the 

total of the assessed values divided by the total of the 

selling prices of all area sales in the stratum. 

( 2) The phrase 11 rnunicipal corporation" or 

"municipality" or "taxing unit 11 shall be deemed to include a 

county, city, incorporated town, township, school district, 

irrigation district, drainage district, or any person, 

persons, or organized body authorized by law to establish 

tax levies for the purpose of raising public revenue. 

(3) The term "state board'' or "board" when used without 

other qualification shall mean the state tax appeal board." 

Section 9. Section 15-6-201, MCA, is amended to read: 

"15-6-201. Exempt categories. ( 1) The 

categories of property are exempt from taxation: 

(a) the property of: 

( i) the OnitP.d States, the state, counties, 

following 

cities, 

towns, school districts, except, if congress passes 

legislation that allows the slate to tax property owned by 

an agency created by congress to transmit or distribute 

electrical energy, the property constructed, owned, or 

operated by a pub~ic agency created by :he congress to 

transmit or distribute electric energy produced at privately 

owr1ed ge11erating facilities (not including rural electric 

cooperatives)~ 

(ii) 1rriyatio11 ciistricts organized under the laws of 
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{b) buildings, with land they occupy and furnishings 

therein, owned by a church and used for actual religious 

worship or for residences of the clergy, together with 

adjacent land reasonably necessary for convenient use of the 

buildings: 

(CJ property used exclusively far agricultural and 

horticultural societies, for educational purposes, and for 

nonprofit health care facilities, as defined in 50-5-101, 

licensed by the department of health and environmental 

sciences and organized under Title 35, chapter 2 or 3. A 

health care facility that is not licensed by the department 

of health and environmental sciences and organized under 

Title 35, chapter 2 or 3, is not exempt. 

(d) property that meets the following conditions: 

(i) is owned and held by any association or corporation 

organized under Title 35, chapter 2, 3, 20, or 21~ 

(ii) is devoted exclusively to use in connection with a 

cemetery or cemeteries for which a permanent care and 

improvement fund has been established as provided for in 

Title 35, chapter 20, part 3; and 

(iii) is not maintained and operated for private or 

corporate profit; 
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{e) institutions of purely public charity; 

{f) evidence of debt secured by mortgages of record 

upon real or personal property in the state of Montana; 

(g) public art galleries and public observatories not 

used or held for private or corporate profit; 

(h) all household goods and furniture, including but 

not limited to clocks, musical instruments, sewing machines, 

and wearing apparel of members of the family, used by the 

owner for personal and domestic purposes or for furnishing 

or equipping the family residence; 

(i) a truck canopy cover or topper weighing less than 

300 pounds and having no accommodations attached, This 

property is also exempt from taxation under 61-3-504{2) and 

61-3-537. 

(j) a bicycle, as defined in 61-1-123, used by the 

owner for personal transportation purposes; 

(k) motor homes, travel trailers, and campers; 

(1) all watercraft; 

(m) land, fixtures, buildings, and improvements owned 

by a cooperative association or nonprofit corporation 

organized to furnish potable water to its members or 

customers for uses other than the irrigation of agricultural 

land; 

(n) the right of entry thal is a property right 

reserved in land or received by mesne conveyance (exclusive 
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of leasehold interests), devise, or succession to enter land 

whose surface title is held by another to explore, prospect, 

or dig for oil, gas, coal, or minerals; 

(o) property owned and used by a corporation or 

association organized and operated exclusively for the care 

disabled, mentally i 11 , or of the developmentally 

vocationally handicapped as defined in 18-5-101, which is 

not operated for gain or profit: 

{p) all farm buildings with a market value of less than 

$500 and all agricultural imp1-ements and machinery wi:.t-. a 

market value of less than $100; 

(q) property owned by a nonprofit corporation organized 

to provide facilities primarily for training and practice 

for or competition in international sports and athletic 

events and not held or used for private or corporate gain or 

profit. For purposes of this subsection (q), "nonprofit 

corporation" means an organization exempt from taxation 

under section 50l(C) of the Internal Revenue Code and 

incorporated and admitted under the Montana 

Corporation Act. 

Nonprofit 

(r) provided the tools are owned by the taxpayer, the 

first $15,000 or less of market value of cools that are 

customarily hand-held and that are used to: 

(i) construct, 

real property; or 

repair, and maintain improvements to 
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(ii) repair and maintain machinery, equipment, 

appliances, or other personal property; 

{s) harness, saddlery, and other tack equipment; aftd 

{t) a title plant owned by a title insurer or a title 

insurance producer, as those terms are defined in 33-25-105~ 

and 

{u) beginning January 1, 1990L timber as defined in 

[section 2]. 

( 2) (a) The term "institutions of purely public 

charity'' includes organizations owning dnd operating 

facilities for the care of the retired or aged or 

chronically ill, which are not operated for gain or profit. 

(b) The terms ''public art galleries'' and ''public 

observatories" include only those art galleries and 

observatories, whether of public or private ownership, that 

are open to the public without charge at all reasonable 

hours and are used for the purpose of educati~n only. 

{3) The following portions of the appraised value of a 

capital investment made after January 1, 1979, in a 

recognized nonfossil form of energy generation, as defined 

in 15-32-102, are exempt from taxation for a period of 10 

years following installation af the property: 

(a) $20,00G in the case of a single-family residential 

dwelling; 

tb) $100,CL~ in the case of a multifamily residential 
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dwelling or a nonresidential structure." 

Section 10. Section 15-8-111, MCA, is amended to read: 

"15-8-111. Assessment market value standard 

exceptions. (1) All taxable property must be assessed at 

100% of its market value except as otherwise provided. 

(2) (a) Market value is the value at which property 

wo-..ild change hands between a willing buyer and a willing 

seller, neither being under any compulsion to buy or to sell 

and both having reasonable knowledge of relevant facts. 

{b) If the department uses construction cost as one 

approximation of market value, the deparlment shall fully 

consider reduction in value caused by depreciation, whether 

through physical depreciation, functional obsolescence, or 

economic obsolescence. 

(c) Except as provided in subsection {3}, the market 

value of all motor trucks; agricultural tools, implements, 

and machinery; and vehicles of all kinds, including but not 

limited to boats and all watercraft, is the average 

wholesale value shown in national appraisal guides and 

manuals or the value of the vehicle before reconditioning 

and profit margin. The department of revenue shall prepare 

valuation schedules showing the average wholesale value when 

no national appraisal guide exists. 

(3) The department of revenue or its agents may not 

adopt a lower or different standard of value from market 
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value in making the official assessment and appraisal of the 

value of property, except: 

(a) the wholesale value for agricultural implements and 

machinery is the loan value as shown in the Official Guide, 

Tractor and Farm Equipment, published by the national farm 

and power equipment dealers association, St. Louis, 

Missouri; 

(b) for agricultural implements and machinery not 

listed in the official guide, the department shall prepare a 

supplemental manual where the values reflect the same 

depreciation as these found in the official guide; and 

{c} as otherwise authorized in Title 15 and Title 61. 

(4) For purposes of taxation, assessed value is the 

same as appraised value. 

(5) The taxable value for all property is the 

percentage of market or assessed value established for each 

class of property. 

(6) The assessed value of properties in 15-6-131 

through 15-6-133 is as follows: 

(a) Properties in 15-6-131, under class one, are 

assessed at 100% of the annual net proceeds after deducting 

the expenses specified and allowed by 15-23-503 oc, if 

applicable, as provided in 15-23-515. 

(b) Properties in 15-6-132, under class two, are 

assessed at 100% of the annual gross proceeds. 
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(c) Properties in 15-6-133, under class three, are 

assessed at 100\ of the productive capacity of the lands 

when valued for agricultural purposes. All lands that meet 

the qualifications of 15-7-202 are valued as agricultural 

lands for tax purposes. 

(d) Propertie~ Beginning January 1, 1990, and ending 

December 31, 1993, properties in 15-6-143, under class 

thirteen, are assessed at 100% of the combined appraised 

value of the standing timber and grazing productivity of the 

land when valued as timberland. 

{e} Beginning January 1, 1994, properties in 15-6-143, 

under class thirteen, are assessed at 100% of the forest 

productivity value of the land when valued as forest land. 

{7} Land and the improvements thereon are separately 

assessed when any of the following conditions occur; 

(a) ownership of the improvements is different from 

ownership of the land; 

(b) the taxpayer makes a written request; or 

(c) the land is outside an incorporated city or town.'' 

Section 11. Section 10, Chapter 681, Laws of 1985, is 

21 amended to read: 

22 

23 

24 

25 

"Section 10. Effective date -- termination date. This 

act is effective January 1, !986, and, except for ~eetie~--3 

sections 2 throu_g_b_____i, terminates January 1, 1991." 

m:w SECT ION. Section 12. Appropriation. t l l There is 
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appropriated from the general fund to the department of 

revenue $614,076 co fund the determination of the forest 

productivity value of forest lands required by [section 3]. 

(2) There is appropriated from the general fund to the 

department of revenue $366,762 to administer the provisions 

of {sections 1 through 5 and section 7]. 

(3) Notwithstanding the provisions of 17-7-302 through 

17-7-304, the unexpended appropriation in subsection (1) may 

be encumbered for payment in fiscal year 1994. 

{4) Notwithstanding the provisions of 17-7-302 through 

17-7-304, the unexpended appropriation in subsection (2) is 

reappropriated for fiscal year 1994. 

NEW SECTION. Section 13. 

[Sections 1 through 5] are 

Codification instruction. 

intended to be codified as an 

integral part of Title 15, and the provisions of Title 15 

apply to [sections l through 5]. 

NEW SECT ION. Section 14. Saving clause. I This act J 

does not affect the rights and duties that matured, 

penalties that were incurred, or proceedings that were begun 

20 before [the effective date of this act]. 

21 

22 

23 

24 

2., 

NEW SECTION. Section 15. Severability. If a part of 

[ this act] is invalid, all valid parts that are severable 

from the invalid part ~emain in effect. If a part of [this 

act] is invalid in one or more of its applications, the part 

remains in eEEect in all valid applications that are 
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1 severable from the invalid applications. 

2 NEW SECTION. Section 16. Applicability retroactive 

3 applicability. (1) Except as provided in subsection {2), 

4 [this act] applies to taxable years beginning after December 

5 31, 1993. 

6 (2) [Sections 6 and 11] apply retroactively, within the 

7 meaning of 1-2-109, to taxable years beginning after 

B December 31, 1990. 

9 NEW SECTION. Section 17. Effective dates. (1) Except 

10 as provided in subsections (2) and (3), (this act] is 

11 effective July 1, 1991. 

12 (2) [Sections 6 and 11] and this section are effective 

13 on passage and approval. 

14 (3) [Section 7] is effective January 1, 1994. 

15 NEW SECTION. Section 18. Termination. [Section 6 and 

16 section 10(6)(d)] terminate January 1, 1994. 

-End-

-27-



STATE OF MONTANA - FISCAi. N□l-~ 

Form BD-15 
ln compliance with a written re•quesr., t:he1·e is hereby submitt<:'d i.l Fisci.ll Note for HB0340 , gs _;i,_ntrQduced. 

!)_E_SCRI PTION OF PROPQS__ED L_EGI SIA TI ON: 

An act to generally revise the taxation of private forest lands; defining forest land and forest productivity value; 
requiring the Department of Revenue to value forest lands of 5 acres or more on the basis of productivity by capitalizing 
the net income of forest land; authorizing the Department of Revenue to establish forest valuation zones; providing for a 
transition period in the taxation of forest lands by extending the termination date of class thirteen property; providing 
that class thirteen will apply lo the taxation of forest lands beginning January l, 1994; providing that land must be 
classified as agricultural land if its grazing value is !',reater than its forest productivity value; exempting timber from ad 
valorem property taxation; providing appropriation; and providing effective dates. applicability dates, and a termination 
date. 

ASSUMPTIONS: 

1, It is assumed for the purposes of this note that current taxation practices (FY91) of class thirteen (timberland) will 
continue. 

2. The proposal will not impact the taxable value of class 13 in FY92 and FY93. 
3. In determining forest productivity values and in computing forest land valuation schedules, the Department of Revenue 

will use the assistance of the University of Montana. 
4. Standing timber will be exempt from taxation beginning January 1, 1994. 
5. The impact on University of Mont~na expenditures include 5.58 FTE in FY92 and FY93, and related operating costs. The 

University of Montana would be reimbursed for these costs through a contract with the Department of Revenue. 
6_ The Department of Revenue will incurred one-time costs for the transition to the new valuation system as shown below (in 

addition to the University of Montana contract). 

FISCAL IMPACT: 
see next page 
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Ex.£gndl.1;ures: 

University of Montana (by cont.ract with the Department of Revenue): 

Current Law 
FTE 0 
Personal Services 0 
Equipment Costs 0 
Operating Expenses 0 
Indirect Costs (20%) 0 

Total 0 

Department of Revenue: 

Current Law 
FTE 0 
Personal Services 0 
Equipment Costs 0 
Operating Expenses 0 

Total 0 

Funding: 
General Fund (01) 0 

Revem11s __ J mpac t: 

FY '92 
Pro2osed Law 

5.58 
139,270 
100,000 

30,000 
SJ 854 

323,12Li 

FY '92 
Pro2osed Law 

0 
0 

18,500 
4 800 

23,300 

346,424 

Diffe~ 
5.58 

139,270 
100,000 

30,000 
53,854 

323,124 

Difference 
0 
0 

18,500 
4~800 

23,300 

346,424 

FY '93 
Current Law Pro2osed Law Difference 

0 5.58 5.58 
0 145,964 145,964 
0 40,000 40,000 
0 20,000 20,000 
Q 41 193 41 193 
0 247,157 247,157 

FY '93 
Cui::.r:ent_ La],! Pro2osed Law Difference 

0 3.00 3.00 
0 62,359 62,359 
0 7,070 7,070 
Q 25 550 25 550 
0 94,979 94,979 

0 342,136 342,136 

The proposal includes the methodolo6 ,· : s,•cLion 7) to compute a tax rate such thaL t lw total statewide taxable value of class 
thirteen will not change due to tlw cha11,,~e in v;,luation rnethods. However, two irnpo,·t:rnt points regarding taxable valuation 
are recognized. First, the proposed v«luation method may provide shifting of ta:-:ah]e valuation between local taxing 
jurisdictions. The extent of this ji,u.,··jtffisdiction shifting, is unknown. Second. :Ji,. pi:oposal reduces the amount of 
acreage (from lS contiguous acres to S conriguous acres) necessary t:o qualify as cl:;,,,. thirteen property. This will result 
in landowners who currently have 5 tll l 1 ,·011Liguous acres of 1:rnd with timber to ,;,,.,,k t-,0 classification of their property 
from cL,ss four to the more adv;,nL1 6,-ou,., cli.sssification of class t:hirteen. Th,· e:-;,,,11, of the loss in taxable value due to 
this t:ype of rec 1 ass i fication is unkno•.;n 
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LONG-RAN~J:;____E_l"_FECTS OF PROPOSIJ) LECTSLATION: 

fhe University of Montana will have expenditures in FY 9!, total i.ng $43. 796 
from 0.63 FTE, $11,000 for operating expenses ,1nd $7,299 for indirect costs. 
through a contract with the Department of Revenue. 

This includes $25,497 for personal services 
ThesP cost would be funded by the gcnei-al fund 

The Department of Revenue will require nine temporary FTE at a cost of $198,308, $47,700 in operating expenses and $2,475 in 
equipment expenses for a total general fund cost of $248,483. 

Iec_hnical Note; 

Section 9(u) exempts standing timber from taxation beginning January l. 1990 Tlw date should be January 1, 199!,. 
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STATE OF MONT,\Nt\ - FISCAL \OTE 
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In compliance with a written rec1uest, there is hereby Sltbmitted a fiscal Note for HB0340, third reading. 

DESCRIPTION OF_PROPOSED LEGISLATION: 

An act to generally revise the taxation of private forest lands; defining forest land and forest productivity value; 
requiring the Department of Revenue to value forest lands of 15 acres or more on the basis of productivity by capitalizing 
the net income of forest land; authorizing the Department of Revenue to establish forest valuation zones; providing for a 
transition period in the taxation of forest lands by extending the termination date of class thirteen property; providing 
that class thirteen will apply to the taxation of forest lands beginning January 1, 1994; exempting timber from ad valorem 
property taxation; imposing an assessment on all privately owned timberland; providing appropriation; and providing 
effective dates, applicability dates, and a termination date. 

ASSUMPTIONS: 

l_ It is assumed for the purposes of this note that current taxation practices (FY91) of class thirteen (timberland) will 
continue. 

2. The taxable value for Class 13 timberland property is estimated to be $5,521,613. The proposal will increase this 
taxable value by approximately $230,000. 

3_ Average levies applied to Class 13 timberland property are 6 mills for the universities, 95 for the school foundation 
program, 124.07 for counties and 99.90 for local schools. 

4. The proposal will increase the taxable value of class 13 in FY92 and FY93. 
S. The number of acres of privately owned timberland in the state is estimated to be 3,500,000 in FY92, FY93 and FY94. 
6. In determining forest productivity values and in computing forest land valuation schedules, the Department of Revenue 

will use the assistance of the University of Montana. 
7. Standing timber will be exempt from taxation beginning January 1, 1994. 
8. The impact on University of Montana expenditures include 5.58 FTE in FY92 and FY93 and related operating costs. 

Expenditures for FY94 total $43,796 ($25,497 for personal services, $11,000 for operating expenses and $7,299 indirect 
costs) including 0.62 FTE. The University of Montana would be reimbursed for these costs through a contract with the 
Department of Revenue. 

9. The impact on Department of Revenue expenditures of the implementation of the forest productivity system would be a one­
time cost. It would require 12.00 FTE's to complete the project: 3.00 in FY93 and 9.00 L"l FY94. Total expenditures in 
FY94 would be $248,483 ($198,308 for personal services, $2,475 for equipment and $47,700 in operating expenses). 

FISCAL IMPACL_ 

see next page 
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Universitv of Montana (by contract with the Department of Revenue): 
FY '92 

Expenditures: Current Law Pro2osed Law Difference 
FTE 0.00 S.58 5.58 
Personal Services 0 139,270 139,270 
Equipment Costs 0 100,000 100,000 
Operating Expenses 0 30,000 30,000 
Indirect Costs (20%) 0 53 854 53 854 

Total 0 323,124 323,124 
Funding: 
General Fund 0 323,124 323,121, 

De2artment of Revenue 
FTE 0.00 0.00 0.00 
Personal Services 0 0 0 
Equipment Costs 0 18,500 18,500 
Operating Expenses 0 4 800 4 800 

Total 0 23,300 23,300 
Funding: 
General Fund 0 23,300 23,300 

General Fund Impact (decrease) (346,424) 

Revenu~-1ID.r.act: 

FY '93 
C_uxrent l.a~ ProQosed Law Difference 

0 5.58 5.58 
0 145,964 145,964 
0 40,000 40,000 
0 20,000 20,000 
0 41 193 41 193 
0 247,157 247,157 

0 247,157 247,157 

0.00 3.00 3.00 
0 62,359 62,359 
0 7,070 7,070 
Q 25 550 25 550 
0 94,979 94,979 

0 94,979 94,979 

(342,136) 

The 10 cent per acre assessment will result in an increase to the General Fund of approximately $350,000 in FY92, FY93, and 
FY94 (the actual amount collected may he less than this estimate due to non-payment of the assessment). 

The increase in taxable value will result in an increase of approximately $1,300 for universities, $21,850 for the 
foundation program, $18,006 for counties and $28,536 for local schools for FY92 and subsequent fiscal years. 

The proposal includes the methodology (section 7) to compute a tax rate such that tl1e total statewide taxable value of class 
thirteen will not be impacted by the change in valuation methods. The proposed valuation method may provide shifting of 
taxable valuation between local taxing jurisdictions. The e:-;tent of this inter- jurisdiction shifting is unknown. 
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HOOSE BILL NO. 340 

INTRODUCED BY REAM, 8. BROWN 

BY REQUEST OF THE REVENUE OVERSIGHT COMMITTEE 

A BILL FOR AN ACT ENTITLED: "AN ACT TO GENERALLY REVISE THE 

TAXATION OF PRIVATE FOREST LANDS: DEFINING FOREST LAND AND 

FOREST PRODUCTIVITY VALUE; REQUIRING THE DEPARTMENT OF 

REVENUE TO VALUE FOREST LANDS OF 5 15 ACRES OR MORE ON TBE 

BASIS OF PRODUCTIVITY BY CAPITALIZING THE NET INCOME OF 

FOREST LAND: AUTHORIZING THE DEPARTMENT OF REVENUE TO 

ESTABLISH FOREST VALUATION ZONES; PROVIDING FOR A TRANSITION 

PERIOD IN TBE TAXATION OF FOREST LANDS BY EXTENDING TBE 

TERMINATION DATE OF CLASS THIRTEEN PROPERTY; PROVIDING THAT 

CLASS THIRTEEN WILL APPLY TO THE TAXATION OF FOREST LANDS 

BEGINNING JANUARY l, 1994; PR8Yf9fN6--~HA~--bl\NB--M86~--BB 

ebASSfPfEB--AS--ASRteSb~l!RAb--bl\NB--tP--t~S-SRABtNS-YAbSB-tS 

BREA~ER-~Bl\N-f~S-P8RBS~-PR896B~fYf~¥-YAb8B~ EXEMPTING TIMBER 

FROM AD VALOREM PROPERTY TAXATION; PROVIDING AN 

APPROPRIATION; AMENDING SECTIONS 15-1-101, 15-6-143, 

15-6-201, AND 15-8-111, MCA, AND SECTION 10, CHAPTER 681, 

LAWS OF 1985; AND PROVIDING EFFECTIVE DATES, APPLICABILI'l'Y 

DATES, AND A TERMINATION DATE, 11 

WHEREAS, the Department of Revenue does not have 

adequate resources to properly administer the existing 
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standing inventory method of taxing forest lands; and 

WHEREAS, the standing inventory method of taxing forest 

lands encourages landowners to harvest timber without regard 

to good forest management; and 

WHEREAS, the valuation of forest lands in Montana is 

often based on outdated information; and 
' 

WHEREAS, the Forest Taxation Subcommittee of the Revenue 

Oversight Committee found that the forest productivity 

method of taxing forest lands encourages good forest 

management and is a more equitable method of taxing forest 

lands; and 

WHEREAS, the forest productivity method of taxing forest 

lands is in the long run easier and less costly to 

administer than the standing inventory method; and 

WHEREAS, the Forest Taxation Subcommittee of the Revenue 

Oversight Committee recommends that forest lands be taxed on 

the basis of productivity; and 

WHEREAS, it is the intent of the Legislature to 

implement the recommendation of the Forest Taxation 

Subcommittee of the Revenue Oversight Committee. 

THEREFORE, it is the purpose of this bill to implement 

the recommendation to change the method of taxing forest 

lands in the state. 

STATEMENT OF INTENT 
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A statement of intent is required for this bill because 

the department of revenue is granted authority to adopt 

rules for the administration and enforcement of the forest 

productivity method of taxing forest lands. 

The legislature contemplates that rules adopted by the 

department should, at a minimum, address the following: 

(1) guidelines for information that must be contained 

in the statement of intent submitted by the forest landowner 

as provided for in [section 2(5)(b)]; 

(2) the form to be used by the forest landowner for the 

11 statement of intent; 

12 

13 

(3) the procedures 

valuation zones and for 

for determining appropriate forest 

computing forest land valuation 

14 schedules; 
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(4} the notification of landowners who may be eligible 

for forest land classification under this bill; 

(5) the process by which a landowner may appeal the 

valuation of the owner•s forest land; and 

(6) the definition of terms and establishment of 

procedures as appropriate for the efficient administration 

of the forest productivity method of taxation. 

In determining forest productivity values and in 

computing forest land valuation schedules, the department 

shall use the assistance of the university of Montana. The 

legislature also intends that, in implementing this bill, 
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the department seek the advice of the department of state 

lands, landowners of private forest lands, the timber 

industry, and local governments. 

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

NEW SECTION. Section 1. Short title. (Sections 1 

through 51 may be cited as the "Forest Lands Tax Act". 

NEW SECTION. Section 2. Definitions. For the purposes 

of [sections l through 5], unless the context requires 

otherwise, the following definitions apply: 

{l) .. Culmination of mean annual increment" means the 

point of optimum net wood production on an acre of forest 

land, 

(2) "Cultivated Christmas trees" means Christmas trees 

that are grown on land'""prepared by intensive cultivation and 

tilling, such as by plowing or turning over the soil, and on 

which all unwanted plant growth is controlled for the 

exclusive purpose of raising Christmas trees. 

(3) ,.Department" means the department of revenue. 

(4) '1 Forest" means forest land and the timber on the 

land. 

(5) "Forest land" means contiguous land of 5 15 acres 

or more in one ownership that is capable of producing timber 

that can be harvested in commercial quantity and is 

producing timber unless the trees have been removed by man 

-4- HB 340 



l 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

HB 0340/02 

through harvest, including clearcuts, or by natural 

disaster, including but not limited to fire. Forest land 

includes land: 

(a) that has not been converted to another use; or 

lb} that has a dedicated use that is evidenced by a 

statement of intent by the owner for the eventual harvest of 

timber. 

{6) "Forest productivity value" means the value of 

forest land for assessment purposes, which value is 

determined only on the basis of its ability to produce 

timber, other forest products, and associated agricultural 

products through an income approach provided for in [section 

3 I. 

(7) "Harvest" means an activity related to the cutting 

or removal of timber for use or sale as a forest product. 

(8) "Landowner" means an individual, corporation, 

association, company, firm, joint venture, syndicate, or 

trust. 

(9) "Mean annual net wood production" means the average 

net usable volume of wood 1 acre of forest land will grow in 

l year under average current and actual forest conditions 

and under current and reasonable management practices for 

each forest valuation zone established under [section 3]. 

-( 10) "Stumpage value" means the amount that timber would 

sell for under an arm's-length transaction made in the 
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ordinary course of business, expressed in terms of dollars 

per unit of measure. 

fll) "Timber" means all wood growth on privately owned 

land, mature or immature, alive or dead, standing or down, 

that is capable of furnishing raw material used in the 

manufacture of lumber or other forest products. The term 

does not include cultivated Christmas trees. 

NEW SECTION. Section 3. Legislative intent -- value of 

forest lands -- valuation zones. (1) In order to encourage 

landowners of private forest lands to retain and improve 

their holdings of forest lands, to promote better forest 

practices, and to encourage the investment of capital in 

reforestation, forest lands must be classified and assessed 

under the provisions of this section. 

(2) The forest productivity value of forest land must 

be determined by: 

(a) capitalizing the value of the mean annual net wood 

production at the culmination of mean annual increment plus 

other agriculture-related income, if any; less 

(b) annualized expenses, including but not limited to 

the establishment, protection, maintenance, improvement, and 

management of the crop over the rotation period. 

(3) To determine the forest productivity value of 

forest lands, the department shall: 

(a) divide the state into appropriate forest valuation 
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zones, with each zone designated so as to recognize the 

uniqueness of marketing areas, timber types, growth rates, 

access, operability, and other pertinent factors of that 

zone: and 

( b) establish a uniform system of forest land 

classification that takes into consideration the productive 

capacity of the site to grow forest products and furnish 

other associated agricultural uses. 

( 4 J In computing the forest land valuation schedules 

for each forest valuation zone to take effect on January 1, 

1994, the department shall determine the productive capacity 

value of all forest lands in each forest valuation zone 

using the formula V ~ I/R, where: 

(a) V is the per-acre forest productivity value of the 

forest land; 

(b) I is the per-acre net income of forest lands in 

each valuation zone and is determined by the department 

using the formula I= (M X SV) + AI - C, where: 

(i) I is the per-acre net income; 

(ii) Mis the mean annual net wood production; 

(iii) SV is the stumpage value; 

(iv) AI is the per-acre agriculture-related income: and 

(v) C is the per-unit cost of the forest product and 

agricultural product produced, if any; and 

(c) R is the capitalization rate determined by the 
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department as provided in subsection (6). 

(5) Net income must: 

HB 0340/02 

(a) be calculated for each year of a base period, which 

is the most recent 5-year period for which data is 

available; 

(b) be based on a rolling average of stumpage value of 

timber harvested within the forest valuation zone and on the 

associated production cost data for the base period from 

sources considered appropriate by the department; and 

(c) include agriculture-related net income for the same 

time period as the period used to determine average stumpage 

values. 

(6) The capitalization rate must be calculated for each 

year of the base period and is the annual average interest 

rate on agricultural loans as reported by the federal land 

bank association of Spokane, Washington, plus the effective 

tax rate. 

(7) The effective tax rate must be calculated for each 

year of the base period by dividing the total estimated tax 

due on forest lands subject to the provisions of this 

section by the total forest value of those lands. 

(8) For the purposes of this section, if forest service 

sales are used in the determination of stumpage values, the 

department shall take into account purchaser road credits. 

(9) In determining the forest productivity value of 
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forest lands and in computing the forest land valuation 

schedules, the department shall use information and data 

provided by the university of Montana. 

NEW SECTION. Section 4. Reduction in valuation on 

forest lands fo~ trees destroyed. by natural disaster. ( l) 

Forest lands upon which, at any time after December 31, 

1993, trees are destroyed by fire, disease, insect 

infestation, or other natural disaster so that the lands 

affected will not meet minimum stocking requirements are 

eligible for a reduction in value for the first 20 tax years 

following the loss. 

(2) If a landowner shows to the department's 

satisfaction that the landowner's forest lands have been 

destroyed as provided in subsection (1), the department 

shall reduce the value of the forest land by 50\ of the 

original forest productivity value per year. 

NEW SECTION. Section 5. Administration rules .. The 

department shall: 

(l) administer and enforce the provisions of (sections 

l through S); 

(2) arrange for the preparation and distribution of 

forms and information necessary to adm_inister the provisions 

of [section l through 5]; and 

(3) promulgate rules necessary to administer and 

enforce the provisions of (sections 1 through 5]. 
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Section 6. Section 15-6-143, MCA, is amended to read: 

"15-6-143. 

description 

(Temporary) Class 

tazable percentage. 

property includes all timberland. 

thirteen property 

(1) Class thirteen 

(2) Timberland is contiguous land exceeding 15 acres in 

one ownership that is capable of producing timber that can 

be harvested in commercial quantity. 

(3) Class thirteen property is taxed at Cfte--pe~ee~Cage 

rate--apa 3T84% 4% of the combined appraised value of the 

standing timber and grazing productivity of the property. 

t•t--Per-taxab¼e-years-be9±nn¼ng-Oanttary--%,--¼9867--and 

thereafter7--the--taKah¼e--pereentage-rate-ap•-a~~¼±eah¼e-te 

e¼ass-thirteen-property-±s-3&,fB7-where-B-is--ehe--eerti£ied 

staeewide--pt!reentage--±nerease--to--be--determ±ned--hy--~fte 

department--o£--re•entte--as--previ8ed-¼n-ettbsection-t5te-~he 

ta~ab±e-pereentage-rate-ap•-sha¼¼-be-rottnded-dewnward-te-ehe 

nearest-908±%-and-sha±¼--ee--ea¼ett¼ated--by--Cfte--deparemene 

befePe-attly-l,-19867 

t5t--tat-Prier--te--dtt¼y--¼,--±9867-the-de~artment-sha¼¼ 

determine-the-eerti£ied-statewide--peree~tage--inerease--£er 

e¼ass-th±rteen-pre~erty-ttsin~-the-rermtt¼a-B-•-MfY,-whereo 

t±t--M-is-the-appra±sed-~a¼tte7-as-of-~anttary-¼7-¼986,-e£ 

e¼¼--preperty--in-the-state,-eMe¼ttding-ttse-ehanges-oeettrr±ng 

attring-~h~-preeed±ng-year,-e¼ass±fted-ttnder--e¼ess--tk~rtee" 

8s-ei8ss-thtrtee"-ts-de~e~~b~d-i~-~hi~-seetien;-and 
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f¼¼t-¥-is-the-appraiaed-•a¼tte7-as-o£-danaarr-l7-¼9B5,-e~ 

al¼-pTeperty-¼ft-~he-seate-that7 -ae-oE-Oaftttary-¼7 -¼9967 -woa¼d 

be--eiassi£ied--ttnder--e¼aes--th~rteen--ae-e¼aee-th¼reeeft-ie 

deeer¼bed-in-this-eeet±ona 

tbt--B-sha¼¼-be-reanded-downward-te-the-neerese-a.eee¼%• 

t6t--A£ter-aa¼y-¼7-¼996,-ne-ad;aetment-may--be--made--by 

the--department--te--the-taxab¼e-pereeftta~e-rate-•P•-ant±¼-a 

va¼aatien-has-been-m&de-as-pro¥±ded-¼n-¼5-?-¼ll•-f~erminates 

aanaary-¼T-¼99¼--eeco-lB,-eh.-68¼7-bT-¼985•t" 

Section 7. Section 15-6-143, MCA, is amended to read: 

"15-6-143. t~~mperarrt Class thirteen property 

description - tazable percentage -- alternative 

classification. f¼t-e¼ass--ehir~een--prer,erty--±nei~des--a¼i 

t+mber½&"d• 

t~t--~±mher½and-±s-eentigaeas-¼and-exeeeding-¼5-aeres-±n 

one--ownership--that-is-ea~h½e-e£-~redtte±n~-t¼fflber-that-ean 

be-har¥eseed-¼n-eemmere¼a¼-qaan~ity• 

f3t--e¼ass-thirteen-preperty-¼s-taxed-at-the--pereentage 

rate--•p•--0£--the--eemb±ned-appra¼sed-•a¼tte-0£-the-stand±ng 

timber-and-grae¼ng-prodaetiYity-0£-the-propertyo 

t4t--Per-eaxaB¼e-years-beg¼nn±ng-aanaary--¼7--i9867--and 

therea£ter,--the--taxab¼e--pereentage-rate-•P•-app¼¼ea~¼e-to 

e¼ass-th¼rteen-preperty-is-381fB,-wnere-B-±s--the--eert±Eied 

9tatewide--pereenta~e--tnerease--to--ee--determ±ned--by--the 

department--o£--re•entte--as--pre¥±ded-±n-sttbseet±on-t5t•-~he 
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taxab¼e-percentage-rate-up•-sfta¼¼-ee-rottnded-devnward-~e-the 

fteareet-8T8¼%-aftd-sha¼¼--b~--eaieuiated--by--the--department 

before-dtt¼y-¼,-¼986. 

t5t--tat-Prier--to--dtt¼y--¼,--¼9867-the-department-sha¼¼ 

determ±ne-~"e-eert¼f¼ed-~ea~ew±de--percentage--±nerease--£er 

e¼as9-th~rteen-property-tts±ftg-the-fermtt¼a-B-•-Mf¥7-W\ere~ 

tit--M-±s-the-appra±sed-Ya¼ce,-as-of-Oanttary-¼;-¼9867-0£ 

a¼¼--properey--±n-the-state,-e•e¼ttding-ttse-ehanges-oeettrr¼ng 

dttr¼ng-the-preeed±ng-year,-elassified-ttnder--eiass--ehirteen 

as-c¼aes-thirteen-±s-deser±bed-±n-this-seet¼on;-and 

ti¼t-¥-i9-~he-appraisee-Ya¼tte,-as-ei-aanttary-¼,-198Sr-o! 

a¼¼-preperty-±n-the-state-that,-as-ef-danttary-¼7-¼9867-wett¼d 

be--c½assified--ttftder--e¼ass--eh±rteen--as-c¼ase-thirteen-is 

described-in-this-section. 

tbt--B-shai¼-be-rottnded-downward-to-the-nearest-&,988¼%• 

t6t--Arter-Ju¼y-¼7-¼9867-fte-ad;ustmeftt-may--be--made--br 

the--department--to--the-taKab¼e-pereenta~e-rate-apa-ttn~i¼-a 

va¼~a~ie"-has-been-made-as-pro¥ided-ift-¼5-7-¼¼¼,-t~erm¼na~es 

aaftaary-¼7-¼99¼--eee.-~87-eh.-68¼7-h.-±985.t 

(1) Except as ,E_rovided in subsection 12h class 

thirteen property includes all forest lands as defined in 

[se~tion 2]. 

(2) Class thirteen property is taxed at the percentage 

rate "P 1
• of its forest productivity value. 

(3) For taxable years beginning January 1, 199~ and 
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thereafter, the taxable percentage rate "P'' applicable to 

class thirteen property is 3~84tte 4\/B, where Bis the 

certified statewide percentage increase to be determined by 

the department of revenue as provided in subsection (4). The 

taxable percentage rate "P" must be rounded downward to the 

nearest 0.01\ and _must be calculated by the department 

before J_y~ 1994. 

ill (a) Prior to July 1, 1994, the department shall 

determine the certified statewide percentage increase for 

class thirteen property using the formula B = X/Y, where~ 

(i) Xis the appraised value, as of January 1, 1994, of 

all property in the state, excluding use changes occurring 

during the preceding year, classified under class thirteen 

as class thirteen is described in this section; and 

(ii} Y is the appraised value, as of January 1, 1993, of 

all p{~perty in the state that would be classified under 

clar~s thirteen as class thirteen is described in this 

de~tion as this section reads in 1993. 

(b) B must be rounded downward to the nearest 0.0001%. 

f5t--~£--tne--~epartffieft~--ei-reventte-ftete~m±ne~-t"at-t:he 

graz±ng-ya%tte-0£-a-paree¼-of.-Eerest-¼and-±s-9reater-than-tfte 

rorest-preduet¼•ity-•e¼tte-determ±ned-ttnde~-tseet%on-3~7--tfte 

iand---111.t1!!lt: be---c¼a!!l!!li£ied--ae--as~¼ctt¼tttre¼--iand--ttnde~ 

¼5-6-133-,-" 

Section 8. Section 15-1-101, MCA, is amended to read: 
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•1s-1-101. Definitions. ( 1) Except as otherwise 

specifically provided, when terms mentioned in this section 

are used in connection with taxation, they are defined in 

the following manner: 

(a) The term "agricultural" refers to the raising of 

livestock, poultry, bees, and other species of domestic 

animals and wildlife in domestication or a captive 

environment, and the raising of field crops, fruit, and 

other animal and vegetable matter for food or fiber. 

(b) The term "assessed value" means the value of 

property as defined in 15-8-111. 

(c) The term "average wholesale value" means the value 

to a dealer prior to reconditioning and profit margin shown 

in national appraisal guides and manuals or the valuation 

schedules of the department of revenue. 

td) (i) The term "commercial", when used to describe 

property, means any property used or owned by a business, a 

trade, or a nonprofit corporation as defined in 35-2-102 or 

used for the production of income, except that property 

described in subsection (ii). 

{ii) The following types of property are not commercial: 

{A) agricultural lands; 

(B} timberlands and, beginning January 1, 1994, forest 

lands; 

(C) single-family residences and ancillary improvements 
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and improvements necessary to the function of a bona fide 

farm, ranch, or stock operation; 

ID) mobile homes used exclusively as a residence except 

when held by a distributor or dealer of trailers or mobile 

homes as his stock in trade; 

!El all property described in 15-6-135; and 

(Fl all property described in 15-6-136. 

(e) The term "comparable property" means property that 

has similar use, function, and utility: that is influenced 

by the same set of economic trends and physical, 

governmental, and social factors; and that has the potential 

of a similar highest and best use. 

(f) The term "credit" means solvent debts, secured or 

unsecured, owing ta a person. 

(g) The term "improvements" includes all buildings, 

structures, fences, and improvements situated upon, erected 

upon, or affixed to land. When the department of revenue or 

its agent determines that the permanency of location of a 

mobile home or housetrailer has been established, the mobile 

home or housetrailer is presumed to be an improvement to 

real property. A mobile home or housetrailer may be 

determined to be permanently located only when it is 

attached to a foundation which cannot feasibly be relocated 

and only when the wheels are removed. 

(h) The term 11 leasehold improvements'' means 
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improvements to mobile homes and mobile homes located on 

land owned by another person. This property is assessed 

under the appropriate classification and the taxes are due 

and payable in two payments as provided in 15-24-202. 

Delinquent taxes on such leasehold improvements are a lien 

only on such leasehold improvements. 

Ii) The term "livestock" means cattle, sheep, swine, 

goats, horses, mules, and asses. 

(j) The term "mobile home" means forms of housing known 

as "trailers", "housetrailers", or "trailer coaches" 

exceeding 8 feet in width or 45 feet in length, designed to 

be moved from one place to another by an independent power 

connected to them, or any "trailer'', "housetrailer", or 

11 trailer coach 11 up to 8 feet in width or 45 feet in length 

used as a principal residence. 

lk) The term "personal property" includes everything 

that is the subject of ownership but that is not included 

within the meaning of the terms "real estate" and 

"improvements"-

(1) The term "poultry" includes all chickens, turkeys, 

geese, ducks, and other birds raised in domestication to 

produce food or feathers. 

(ml The term ''property" includes moneys, credits, 

bonds, stocks, franchises, and all other matters and things, 

real, personal, and mixed, capable of private ownership. 
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This definition must not be construed to authorize the 

taxation of the stocks of any company or corporation when 

the property of such company or corporation represented by 

the stocks is within the state and has been taxed. 

( n) The term "real estate" includes: 

(i) the possession of, claim to, ownership of, or right 

to the possession of land; 

(ii) all mines, minerals, and quarries in and under the 

land subject to the provisions of 15-23-501 and Title 15, 

chapter 23, part 8; all timber belonging to individuals or 

corporations growing or being on the lands of the United 

States: and all rights and privileges appertaining thereto. 

(o) "Research and development firm" means an entity 

incorporated under the laws of this state or a foreign 

corporation authorized to do business in this state whose 

principal purpose is to engage in theoretical analysis, 

exploration, and experimentation and the extension of 

investigative findings and theories of a scientific and 

technical nature into practical application for experimental 

and demonstration purposes, including the experimental 

production and testing of models, devices, equipment, 

materials, and processes. 

(p) The term "taxable value" means the percentage of 

market or assessed value as provided for in Title 15, 

chapter 6, part 1. 
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(q) The term "weighted mean assessment ratio" means the 

total of the assessed values divided by the tota1 of the 

selling prices of all area sales in the stratum. 

( 2) The phrase "municipal corporation° or 

"municipality 11 or "taxing unit" shall be deemed to include a 

county, city, incorporated town, township, school district, 

irrigation district, drainage district, or any person, 

persons, or organized body authorized by law to establish 

tax levies for the purpose of raising public revenue. 

(3) The term 11 state board 0 or "board" when used without 

other qualification shall mean the state tax appeal board." 

Section 9. Section 15-6-201, l!.CA, is amended to read: 

"15-6-201. bempt categories. ( 1) The 

categories of property are exempt from taxation: 

(a) the property of: 

following 

(i} the United States, the state, counties, cities, 

towns, school districts, except, if congress passes 

legislation that allows the state to tax property awned by 

an agency created by congress to transmit or distribute 

electrical energy, the property constructed, owned, or 

operated by a public agency created by the congress to 

transmit or distribute electric energy produced at privately 

owned generating facilities (not including rural electric 

cooperatives); 

(ii) irrigation districts organized under the laws of 
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{b) buildings, with land they occupy and furnishings 

therein, owned by a church and used for actual religious 

worship or for residences of the clergy, together with 

adjacent land reasonably necessary for convenient use of the 

buildings; 

(c) property used exclusively for agricultural and 

horticultural societies, for educational purposes, and for 

nonprofit health care facilities, as defined in 50-5-101, 

licensed by the department of health and environmental 

sciences and organized under Title 35, chapter 2 or 3. A 

health care facility that is not licensed by the department 

of health and environmental sciences and organized under 

Title 35, chapter 2 or 3, is not exempt. 

(d) property that meets the following conditions: 

(i} is owned and held by any association or corporation 

organized under Title 35, chapter 2, 3, 20, or 21; 

(ii) is devoted exclusively to use in connection with a 

cemetery or cemeteries for which a permanent care and 

improvement fund has been established as provided for in 

Title 35, chapter 20, part 3; and 

(iii) is not maintained and operated for private or 

corporate profit; 
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(e) institutions of purely public charity; 

(f) evidence of debt secured by mortgages of record 

upon real or personal property in the state of Montana; 

(g) public art galleries and public observatories not 

used or held for private or corporate profit; 

{h) all household goods and furniture, including but 

not limited to clocks, musical instruments, sewing machines, 

and wearing apparel of members of the family, used by the 

owner for personal and domestic purposes or for furnishing 

or equipping the family residence; 

{i) a truck canopy cover or topper weighing less than 

300 pounds and having no accommodations attached. This 

property is also exempt from taxation under 61-3-504(2) and 

61-3-537. 

(j) a bicycle, as defined in 61-1-123, used by the 

owner for personal transportation purposes; 

(k) motor homes, travel trailers, and campers; 

(1) all watercraft; 

(m) land, fixtures, buildings, and improvements owned 

by a cooperative association or nonprofit corporation 

organized to furnish potable water to its members or 

customers for uses other than the irrigation of agricultural 

land; 

(n) the right of entry that is a property right 

reserved in land or received by mesne conveyance (exclusive 
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of leasehold interests), devise, or succession to enter land 

whose surface title is held by another to explore, prospect, 

or dig for oil, gas, coal, or minerals: 

(o) property owned and used by a corporation or 

association organized and operated exclusively for the care 

of the developmentally disabled, mentally ill, or 

vocationally handicapped as defined in 18-5-101, which is 

not operated for gain or profit: 

(p) all farm buildings with a market value of less than 

$500 and all agricultural implements and machinery with a 

market value of less than $100: 

(q) property owned by a nonprofit corporation organized 

to provide facilities primarily for training and practice 

for or competition in international sports and athletic 

events and not held or used for private or corporate gain or 

profit. For purposes of this subsection {q), 11 nonprofit 

cotporation" means an otganization exempt from taxation 

under section 50l(c) of the Internal Revenue Code and 

incorporated and admitted under the Montana 

Corporation Act. 

Nonprofit 

(r) provided the tools are owned by the taxpayer, the 

first $15,000 or less of market value of tools that are 

customarily hand-held and that are used to: 

(i) construct, repair, and maintain improvements to 

real property; or 
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{ii) repair and maintain machinery, equipment, 

appliances, or other personal property; 

(s) harness, saddlery, and other tack equipment; end 

(t) a title plant owned by a title insurer or a title 

insurance producer, as those terms are defined in 33-25-lOSL 

and 

(u) beginning January 1, ¼99& 1994, timber as defined 

in [section 2]. 

(2) (a) The term "institutions of purely public 

charity" includes organizations owning and operating 

facilities for the care of the retired or aged or 

chronically ill, which are not operated for gain or profit. 

(b) The terms ''public art galleries" and "public 

observatories" incl.ude only those art galleries and 

observatories, whether of public or private ownership, that 

are open to the public without charge at all reasonable 

hours and are used for the purpose of education only. 

(3) The following portions of the appraised value of a 

capital investment made after January 1, 1979, in a 

recognized nonfossil form of energy generation, as defined 

in 15-32-102, are exempt from taxation for a period of 10 

years following installation of the property: 

(a) $20,000 in the case of a single-family residential 

dwelling: 

{b) $100,000 1n the case of a multifamily residential 
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dwelling or a nonresidential structure." 

Section 10. Section 15-8-111, MCA, is amended to read~ 

"15-8-1.11. Assessaent market value standard 

exceptions. {l) All taxable property must be assessed at 

100% of its market value except as other~ise provided. 

(2) {a) Market value is the value at which property 

would change hands between a willing buyer and a willing 

seller, neither being under any compulsion to buy or to sell 

and both having reasonable knowledge of relevant facts. 

(b} If the department uses construction cost as one 

approximation of market value, the department shall fully 

consider reduction in value caused by depreciation, whether 

througn physical depreciation, functional obsolescence, or 

economic obsolescence. 

(c) Except as provided in subsection (3), the market 

value of all motor trucks: agricultural tools, implements, 

and machinery; and vehicles of all kinds, including but not 

limited to boats and all watercraft, is the average 

wholesale value shown in national appraisal guides and 

manuals or the value of the vehicle before reconditioning 

and profit margin. The department of revenue shall prepare 

valuation schedules showing the average wholesale value when 

no national appraisal guide exists. 

(3} The department of revenue 

adopt a lower or different standard 
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value in making the official assessment and appraisal of the 

value of property, except: 

(a) the wholesale value for agricultural implements and 

machinery is the loan value as shown in the Official Guide, 

Tractor and Farm Equipment, published by the national farm 

and power equipment dealers association, st. Louis, 

Missouri; 

(b) for agricultural implements and machinery not 

listed in the official guide, the department shall prepare a 

supplemental manual where the values reflect the same 

depreciation as those found in the official guide; and 

(c) as otherwise authorized in Title 15 and Title 61. 

(4) For purposes of taxation, assessed value is the 

same as appraised value. 

(5) The taxable value for all property is the 

percentage of market or assessed value established for each 

class of property. 

(6) The assessed value of properties in 15-6-131 

through 15-6-133 is as follows: 

(a) Properties in 15-6-131, under class one, are 

assessed at 100% of the annual net proceeds after deducting 

the expenses specified and allowed by 15-23-503 or, if 

applicable, as provided in 15-23-515. 

(b) Pro~~rties in 15-6-132, under class two, are 

assessed at 100% of the annual gross proceeds. 
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(c) Properties in 15-6-133, under class three, are 

assessed at 100\ of the productive capacity of the lands 

when valued for agricultural purposes. All lands that meet 

the qualifications of 15-7-202 are valued as agricultural 

lands for tax purposes. 

(d) Preper~¼es Beginning January 1, 1990, and ending 

Beeember-3¼ JUNE JO, 1993, properties in 15-6-143, under 

class thirteen, are assessed at 100\ of the combined 

appraised val.ue of the standing timber and grazing 

productivity of the land when valued as timberland. 

(e) Beginning January l, 1994, properties in 15-6-143, 

under class thirteen, are assessed at 100\ of the forest 

productivity value of the land when valued as forest land. 

(7) Land and the improvements thereon are separately 

assessed when any of the following conditions occur: 

(a) ownership of the improvements is different from 

ownership of the land; 

{b) the taxpayer makes a written request; or 

(c) the land is outside an incorporated city or town." 

Section 11. Section 10, Chapter 681, Laws of 1985, is 

amended to read: 

"Section 10. Effective date -- termination date. This 

act is effective January 1, 1986, and, except for ~~et~on--3 

sections 2 throu.9.h.......!, terminates January 1, 1991." 

NEW SECTION. Section 12. Appropriation. (1) There is 
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appropriated from the general fund to the department of 

revenue $614,076 to fund the determination of the forest 

productivity value of forest lands required by [section 3]. 

(2) There is appropriated from the general fund to the 

department of revenue $366,762 to administer the provisions 

of [sections 1 through 5 and section 7]. 

{3) Notwithstanding the provisions of 17-7-302 through 

17-7-304, the unexpended appropriation in subsection (1) may 

be encumbered for payment in fiscal year 1994. 

(4} Notwithstanding the provisions of 17-7-302 through 

17-7-304, the unexpended appropriation in subsection (2) is 

reappropriated for fiscal year 1994. 

NEW SECTION. Section 13. Codification instruction. 

(Sections l through 5] are intended to be codified as an 

integral part of Title 15, and the provisions of Title 15 

apply to [sections 1 through 5]. 

NEW SECTION. Section 14. Saving clause. [This act} 

does not affect the rights and duties that matured, 

penalties that were incurred, or proceedings that were begun 

before [the effective date of this act]. 

NEW SECTION. Section 15. Severability. If a part of 

lthis act] is invalid, all valid parts that are severable 

Crom the invalid part remain in effect. If a part of [this 

-i.Ct] is invalid in one or more of its applications, the part 

remains in effect in all valid applications that are 
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severable from the invalid applications. 

NEW SECTION. Section 16. Applicability retroactive 

applicability. (1) Except as provided in subsection (2), 

(this act] applies to taxable years beginning after December 

31, 1993. 

( 2) 

meaning 

[Sections 6 and 11) apply retroactively, within the 

of 1-2-109, to taxable years beginning after 

8 December 31, 1990. 

9 NEW SECTION. Section 17. Effective dates. (ll Except 

10 as provided in subsections ( 2) and ( 3), [ this act J is 

11 effective July 1, 1991. 

12 (2) [Sections 6 and 11] and this section are effective 

13 on passage and approval. 

14 (3J [Section 71 is effective January 1, 1994. 

15 NEW SECTION. Section 18. Termination -- CONTINGENT 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

TERMINATION. (1) UNLESS TERMINATED 

SUBSECTION i1.L. [Seetien SECTION 6 

EARLIER PURSUANT TO 

and section 10(6)(d)J 

terminate dan~sry-¼7-½994 JULY 1, 1993. 

(2) [SECTION 6 AND SECTION 10(6)(D)l TERMINATE ON APRIL 

1, 1992, UNLESS PRIOR TO THAT TIME, THE DIRECTOR OF REVENUE 

CERTIFIES TO THE REVENUE OVERSIGHT COMMITTEE THAT THE 

DEPARTMENT OF REVENUE HAS BEGUN THE FOREST LANDS VALUATION 

PROCESS SET FORTH IN [SECTION 31, INCLUDING HAVING ENTERED 

INTO A CONTRAC'l WITH THE UNIVERSITY OF MONTANA FOR THE 

PROVISION OF INFORMATION AND DATA. UPON RECEIPT OF THE 
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COMMITTEE SHALL PROVIDE A COPY OF 
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APPROVED BY COMMITTEE 
ON APPROPRIATIONS 

AS Al£NDED 

HOUSE BILL NO. 340 

INTRODUCED BY REAM, B. BROWN 

BY REQUEST OF THE REVENUE OVERSIGHT COMMITTEE 

A BILL FOR AN ACT ENTITLED: "AN ACT TO GENERALLY REVISE THE 

TAXATION OF PRIVATE FOREST LANDS; DEFINING FOREST LAND AND 

FOREST PRODUCTIVITY VALUE; REQUIRING THE DEPARTMENT OF 

REVENUE TO VALUE FOREST LANDS OF S ll ACRES OR HORE ON THE 

BASIS OF PRODUCTIVITY BY CAPITALIZING THE NET INCOME OF 

FOREST LAND; AUTHORIZING THE DEPARTMENT OF REVENUE TO 

ESTABLISH FOREST VALUATION ZONES; PROVIDING FOR A TRANSITION 

PERIOD IN THE TAXATION OF FOREST LANDS BY EXTENDING THE 

TERMINATION DATE OF CLASS THIRTEEN PROPERTY: PROVIDING THAT 

CLASS THIRTEEN WILL APPLY TO THE TAXATION OF FOREST LANDS 

BEGINNING JANUARY l, 1994; PR0Yf9fN6--THAT--bANB--HBST--BH 

ebASSfPfBB--AS--A6Rf€!lbTBRAb--bANB--fP--fTS-6R/tHfN6-YAbHH-fS 

SRHATBR-THAN-fTS-P0REST-PR0BB€TlYfTY-YAbBH7 EXEMPTING TIMBER 

FROM AD VALOREM PROPERTY TAXATION; IMPOSING AN ASSESSMENT ON 

ALL PRIVATELY OWNED TIH.B~AND, PROVIDING AN APPROPRIATION; 

AMENDING SECTIONS 15-1-101, 15-6-143, 15-6-201, AND 

15-8-111, HCA, AND SECTION 10, CHAPTER 681, LAWS OF 1985; 

AND PROVIDING EFFECTIVE DATES, APPLICABILITY DATES, AND A 

TERMINATION DATE." 

WHEREAS, the Department of Revenue does not have 
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adequate resources to properly administer the existing 

standing inventory method of taxing forest lands; and 

WHEREAS, the standing inventory method of taxing forest 

lands encourages landowners to harvest timber without regard 

to good forest management; and 

WHEREAS, the valuation of forest lands in Montana is 

often based on outdated information; and 

WHEREAS, the Forest Taxation Subconunittee of the Revenue 

Oversight Committee found that the forest productivity 

method of taxing forest lands encourages goad forest 

management and is a more equitable method of taxing forest 

lands; and 

WHEREAS, the forest productivity method of taxing forest 

lands is in the long run easier and less costly to 

administer than the standing inventory method; and 

WHEREAS, the Forest Taxation Subcommittee of the Revenue 

Oversight Committee recommends that forest lands be taxed on 

the basis of productivity; and 

WHEREAS, it is the intent of the Legislature to 

implement the recommendation of the Forest Taxation 

Subcommittee of the Revenue Oversight Co1M1ittee. 

THEREFORE, it is the purpose of this bill to implement 

the recommendation to change the method of taxing forest 

lands in the state. 
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STATEMENT OF INTENT 

A statement of intent is required for this bill because 

the department of revenue is granted authority to adopt 

rules for the administration and enforcement of the forest 

productivity method of taxing forest lands. 

The legislature contemplates that rules adopted by the 

department should, at a minimum, address the following: 

(1) guidelines for information that must be contained 

in the statement of intent submitted by the forest landowner 

as provided for in [section 2(5)(b)); 

(2) the form to be used by the forest landowner for the 

statement of intent; 

(3) the procedures for determining appropriate forest 

valuation zones and for computing forest land valuation 

schedules; 

(4) the notification of landowners who may be eligible 

for forest land classification under this billr 

(5) the process by which a landowner may appeal the 

valuation of the owner's forest land; and 

(6) the definition of terms and establishment of 

procedures as appropriate for the efficient administration 

of the forest productivity method of taxation. 

In determining forest productivity values and in 

computing forest land valuation schedules, the department 

shall use the assistance of the university of Montana. The 
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legislature also intends that, in implementing this bill, 

the department seek the advice of the department of state 

lands, landowners of private forest lands, the timber 

industry, and local governments. 

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

NEW SECTION. Section 1. Short title. [Sections l 

through SJ may be cited as the "Forest Lands Tax Act". 

NEW SECTION. Section 2. Definitions. For the purposes 

of [sections 1 through 5], unless the context requires 

otherwise, the following definitions apply: 

(l} "Culmination of mean annual increment" means the 

point of optimum net wood production on an acre of forest 

land. 

(2} "Cultivated Christmas trees" means Christmas trees 

that are grown on land prepared by intensive cultivation and 

tilling, such as by plowing or turning over the soil, and on 

which all unwanted plant growth is controlled for the 

exclusive purpose of raising Christmas trees. 

( 3} "Department'' means the department of revenue. 

(4) "Forest" means forest land and the timber on the 

land. 

(5) "Forest land" means contiguous land of S 15 acres 

or more in one ownership that is capable of producing timber 

that can be harvested in commercial quantity and is 
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producing timber unless the trees have been removed by man 

through harvest, including clearcuts, or by natural 

disaster, including but not limited to fire. Forest land 

includes land: 

(a) that has not been converted to another use; or 

{b) that has a dedicated use that is evidenced by a 

statement of intent by the owner for the eventual harvest of 

timber. 

{6) "Forest productivity value 11 means the value of 

forest land for assessment purposes, which value is 

determined only on the basis of its ability to produce 

timber, other forest products, and associated agricultural 

products through an income approach provided for in [section 

3]. 

(7) "Harvest" means an activity related to the cutting 

or removal of timber far use or sale as a forest product. 

(8) ,.Landowner" means an individual, corporation, 

association, company, firm, joint venture, syndicate, or 

trust. 

(9) "Mean annual net wood production" means the average 

net usable volume of wood 1 acre of forest land will grow in 

1 year under average current and actual forest conditions 

and under current and reasonable management practices for 

each forest valuation zone established under [section 3). 

(10) ''Stumpage value" means the amount that timber would 
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sell for under an arm•s-length transaction made in the 

ordinary course of business, expressed in terms of dollars 

per unit of measure. 

(11) 11 Timber 11 means all wood growth on privately owned 

land, mature or immature, alive or dead, standing or down, 

that is capable of furnishing raw material used in the 

manufacture of lumber or other forest products. The term 

does not include cultivated Christmas trees. 

NEW SECTION, Section 3. Legislative intent -- value of 

forest lands valuation zones. (1) In order to encourage 

landowners of private forest lands to retain and improve 

their holdings of forest lands, to promote better forest 

practices, and to encourage the investment of capital in 

reforestation, forest lands must be classified and assessed 

under the provisions of this section. 

{2) The forest productivity value of forest land must 

be determined by: 

(a) capitalizing the value of the mean annual net wood 

production at the culmination of mean annual increment plus 

other agriculture-related income, if any~ less 

(b) annualized expenses, including but not limited to 

the establishment, protection, maintenance, improvement, and 

management of the crop over the rotation period. 

(3) To determine the forest prodLctivity value of 

fo~est lands, the department shall: 
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{a) divide the state into appropriate forest valuation 

zones, with each zone designated so as to recognize the 

uniqueness of marketing areas, timber types, growth rates, 

access, operability, and other pertinent factors of that 

zone; and 

(b) establish a uniform system of forest land 

classification that takes into consideration the productive 

capacity of the site to grow forest products and furnish 

other associated agricultural uses. 

(4) In computing the forest land valuation schedules 

for each forest valuation zone to take effect on January 1, 

1994, the department shall determine the productive capacity 

value of all forest lands in each forest valuation zone 

using the formula v = I/R, where: 

(a) Vis the per-acre forest productivity value of the 

forest land, 

(b) I is the per-acre net income of forest lands in 

each valuation zone and is determined by the department 

using the formula I= (M X SV) + AI - C, where: 

(i} I is the per-acre net income; 

(ii) Mis the mean annual net wood production; 

(iii) SV is the stumpage value; 

(iv) AI is the per-acre agriculture-related income; and 

(v) C is the per-unit cost of the forest product and 

agricultural product produced, if any; and 
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(c) R is the capitalization rate determined by the 

department as provided in subsection {6). 

(5) Net income must: 

(a) be calculated for each year of a base period, which 

is the most recent 5-year period for which data is 

available; 

(b) be based on a rolling average of stumpage value of 

timber harvested within the forest valuation zone and on the 

associated production cost data for the base period from 

sources considered appropriate by the department: and 

(c) include agriculture-related net income for the same 

time period as the period used to determine average stumpage 

values. 

(6) The capitalization rate must be calculated for each 

year of the base period and is the annual average interest 

rate on agricultural loans as reported by the federal land 

bank association of Spokane, Washington, plus the effective 

tax rate. 

(7) The effective tax rate must be calculated for each 

year of the base period by dividing the total estimated tax 

due on forest lands subject to the provisions of this 

section by the total forest value of those lands. 

(8) For the purposes of this section, if forest service 

sales are used in the determination of stumpage values, the 

department shall take into account purchaser road credits. 
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(9) In determining the forest productivity value of 

forest lands and in computing the forest land valuation 

schedules, the department shall use information and data 

provided by the university of Montana. 

NEW SECTION. Section 4. Reduction in valuation on 

forest lands for trees destroyed by natural disaster. (1) 

Forest lands upon which, at any time after December 31, 

1993, trees are destroyed by fire, disease, insect 

infestation, or other natural disaster so that the lands 

affected will not meet minimum stocking requirements are 

eligible for a reduction in value for the first 20 tax years 

following the loss. 

(2) If a landowner shows co the department's 

satisfaction that the landowner's forest lands have been 

destroyed as provided in subsect:_on (1), the department 

shall reduce the value of the forest land by 50\ of the 

original forest productivity value per year. 

NEW SECTION. Section 5. Administration 

department shall: 

rules. The 

(1) administer and enforce the provisions of [sections 

1 through sJ, 

(2) arrange for the preparation and distribution of 

forms and information necessary to administer the provisions 

of [section 1 through 5]; and 

(3) promulgate rules necessary to administer and 
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enforce the provisions of (sections 1 through 5). 

Section 6. Section 15-6-143, MCA, is amended to read: 

"15-6-143. (Te.porary) Class thirteen property 

description taxable percentage. (l) Class thirteen 

property includes all timberland. 

(2) Timberland is contiguous land exceeding 15 acres in 

one ownership that is capable of producing timber that can 

be harvested in commercial quantity. 

{3) Class thirteen property is taxed at the-pereentage 

rate-•P• 3T84% !! of the combined appraised value of the 

standing timber and grazing productivity of the property. 

t•t--Por--texab¼e--years--be9±ftnin9-aanttary-¼7-¼9867-and 

thereafter,-tfte-taxab¼e-pereentage-rate--upn--app¼ieah¼e--to 

e¼ass--thirteen--property-is-36%fB7-where-B-±s-the-eert~fied 

9ta~ew¼de--pereentage--~nerease--to--be--determ¼ned--by--the 

department-0£-reventte-as-pro~¼ded--¼n--9ttbsection--t5t•--The 

taxab¼e-pereentage-rate-up~-sha¼¼-be-rottnded-downward-te-the 

nearest--&~8¼%--and--sha¼¼--be--ea¼ett¼ated-by-the-department 

berore-daly-17-1986~ 

t5t--tat-P~¼or-to-daly-l,--l986,--the--departmeftt--ehall 

determ¼ne--the--eertified--statewide-~reentaqe-½nerease-£er 

e¼ass-thirteen-property-ttsinq-the-£ermtt¼a-B---*f~r-where~ 

t+t--M-t~-the-appra±sed-~a¼ue7-as-0£-aaftttary-¼7-¼9867-0E 

~i¼-p~oper~y-~"-t~e-9tete,-exe¼ttdi"g-tt9e--ehaftge9--oee~rri"~ 

d~~i"g--~~e--~reeed%n9-year7-e¼ass±£ied-under-e¼ass-th±rteeft 
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as-e¼asa-Chir~een-is-deser±bed-tn-~ftis-seetien7-an8 

tiit-Y-is-Che-appraised-•altte7-as-el-aanttary-¼7-¼98S7-of 

a¼¼-preperty-¼n-the-state-thatT-as-ar-aanttary-¼7-¼9867-wett¼d 

be-e¼assified-ttnde~-e¼ass--thirteen--as--e¼aee--~hirteen--is 

deserihed-in-this-seetion~ 

tbt--B-sha¼¼-be-rettnded-dewnward-te-the-nearest-8T888¼1T 

t6t--After--att¼y--¼7--¼9867-ne-adjttstment-may-be-made-by 

the-deperment-te-the-ta~ah¼e-pereentage-rate--~p•--anti¼--a 

va¼ttatieft-ftas-been-made-as-preYided-in-¼5-~-¼¼¼T-t~erminates 

aanaary-¼7-¼99¼--see7-¼8,-ehT-68¼T-hT-¼985Tt" 

Section 7. Section 15-6-143, MCA, is amended to read: 

"15-6-143. t~emperaryt Class thirteen property 

description tazable percentage alterQative 

classification. t¼t--e¼ass--th¼rteen--property-¼ne¼ttdes-a¼¼ 

t¼llber¼andT 

t~t--~¼llberiand-is-eentigaoas-¼and-eKeeeding-¼5-aeres-in 

ene-ewn:ership-~ftat-is-eapabie-0£-prodttein~-tiaher--that--can 

be-ftarvested-¼n-cemmereia¼-qttaftt¼t70 

tit--e¼asa--th¼rteen-preperty-is-taxed-at-the-pereentage 

ra~e-•p•-e~-~he-eembined-appraieed--¥a¼tte--o£--the--staft8ing 

t¼lllber-and-grae¼ng-predttetiYity-ef-the-prepertyT 

t4t--Per--taxab¼e--yeara--beg¼nning-aanttary-¼,-¼9867-and 

th~rta£ter7-the-taxa~¼e-pereentage-rate--up•--app¼ieahie--te 

e¼ass--th±rteen--preperty-is-38,tB,-where-B-ie-the-eert¼fied 

statew¼de--pereentage--iaereaee--te--8e--determined--br--the 
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depertment-e~-revenue-as-proYided--¼n--sttbsection--t5tT--~he 

taxab¼e-pereentage-rate-•P4-sha¼¼-be-rottnded-downward-to-the 

nearest--0~011--end--sha¼¼--be--ea¼ealated-by-the-department 

be£ore-att¼y-l,-l9867 

tSt--tat-Pr±or-to-dtt¼y-¼7--¼986,--the--~epartment--sfla¼¼ 

determ¼ne--the--eerti£±ed--statew±de-pereentage-inerease-£or 

c¼ass-thirteen-pre~erty-~e¼ng-tfte-£ermtt¼a-B-•-Mf¥7-where~ 

tit--K-is-the-appraiseS-va¼tte,-as-e£-denttary-½T-¼986T-ef 

a¼¼-property-in-the-s~ace7-exe¼ttding-ttee--ehanges--eeettr~¼ng 

d~ring--~he--~reeed¼ng-year7-c¼assi£±ed-ttnder-c¼ass-thireeen 

as-e¼ass-thitteen-is-deserieed-in-this-seetion~-and 

t±¼t-¥-is-the-appra¼sed-•a¼tteT-as-0£-aanaary-¼7-¼9857-ef 

a¼¼-property-¼n-~he-state-that,-as-ef-aanttary-¼7-¼9867-wett¼d 

be-e¼ass±e¼ed-ttnder-c¼ass--tftirteen--ae--e¼aee--tftirteen--±s 

deser¼bed-¼n-th¼s-seetiona 

tbt--B-sha¼¼-be-rettnded-downward-te-the-nearest-8T888llT 

t6t--After--att¼y--¼7--%9867-no-adjttstment-111ay-be-made-ey 

the-depar~ment-te-tfte-taxab¼e-pereentage-rate--up---untii--a 

va¼ttation-has-been-made-as-prev¼ded-in-¼5-T-¼¼¼T-t~ermiftates 

aanttary-¼T-¼99¼--seeT-¼87-ehT-68¼7 -hT-¼9857t 

(1) Except as _2.rovided in subsection liL. class 

thirteen property includes all forest lands as defined in 

(section 2]. 

(2) Class thirteen property is taxed at the percentage 

["ate "P 0 of its forest productivity value. 
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(3) For taxable years beginning January 1, 1994, and 

thereafter, the taxable percentage rate "P" applicable to 

class thirteen prpperty is 3~8+\tB 4%/B, where B is the 

certified statewide percentage increase to be determined by 

the department of revenue as provided in subsection {4). The 

taxable percentage rate "P" must be rounded downward to the 

nearest 0.01% and must be calculated by the department 

before July 1, 1994. 

(4} (a) Prior to July 1, 1994, the department shall 

determine the certified statewide percentage increase for 

class thirteen property using the formula B = X/Y, where: 

(i} Xis the appraised value, as of January 1, 1994, of 

all property in the state, excluding use changes occurring 

during the preceding year, classified under class thirteen 

as class thirteen is described in this section; and 

(ii) Y is the appraised value, as of January 1, 1993, of 

all property in the state that would be classified under 

class thirteen as class thirteen is described in this 

section as this section reads in 1993. 

(b) B must be rounded downward to the nearest 0.00011. 

tSt--1£-the-departmeftt-0£-re•entte--determine9--that--the 

greztng-va¼ue-e£-a-parce¼-0£-£eres~-¼and-is-9rea~er-than-~he 

£eres~--predttetiYity-va¼tte-determined-uneer-tseetion-3tT-~he 

¼~ne--mtt9t--be--e¼a~~tfteft--es a~riett½~ttra¼---¼afte---ttnder 

i:5-6-i:33-." 
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Section 8. Section 15-1-101, MCA, is amended to read: 

•1s-1-101. Definitions. ( l) Except as otherwise 

specifically provided, when terms mentioned in this section 

are used in connection with taxation, they are defined in 

the following manner: 

(a) The term ''agricultural" refers to the raising of 

livestock, poultry, bees, and other species of domestic 

animals and wildl.ife in domestication or a captive 

environment, and the raising of field crops, fruit, and 

other animal and vegetable matter for food or fiber. 

(b} The term "assessed value" means the value of 

property as defined in 15-8-111. 

(c) The term "average wholesale value" means the value 

to a dealer prior to reconditioning and profit margin shown 

in national appraisal guides and manuals or the valuation 

schedules of the department of revenue. 

(d) (i) The term "commercial", when used to describe 

property, means any property used or owned by a business, a 

trade, or a nonprofit corporation as defined in 35-2-102 or 

used for the production of income, except that property 

described in subsection (ii). 

(ii) The following types of property are not commercial: 

(AJ agricultural lands; 

(B) timberlands and, beginning January 1, 199~ forest 

~; 
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(C) single-family residences and ancillary improvements 

and improvements necessary to the function of a bona fide 

farm, ranch, or stock operation: 

(D} mobile homes used exclusively as a residence except 

when held by a distributor or dealer of trailers or mobile 

homes as his stock in trade; 

(E) all property described in 15-6-135, and 

(F) all property described in 15-6-136. 

te) The term "comparable property• means property that 

has similar use, function, and utility; that is influenced 

by the same set of economic trends and physical, 

governmental, and social factors~ and that has the potential 

of a similar highest and best use, 

(f) The term •credit 11 means solvent debts, secured or 

unsecured, owing to a person. 

(g) The term "improvements" includes all buildings, 

structures, fences, and improvements situated upon, erected 

upon, or affixed to land. When the department of revenue or 

its agent determines that the permanency of location of a 

mobile home or housetrailer has been established, the mobile 

home or housetrailer is presumed to be an improvement to 

real property. A mobile home or housetrailer may be 

determined to be permanently located only when it is 

attached to a foundation which cannot feasibly be relocated 

and only when the wheels are removed. 
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(h) The term "leasehold improvements" means 

improvements to mobile homes and mobile homes located on 

land owned by another person. This property is assessed 

under the appropriate classification and the taxes are due 

and payable in two payments as provided in 15-24-202. 

Delinquent taxes on such leasehold improvements are a lien 

only on such leasehold improvements. 

(i) The term "livestock" means cattle, sheep, swine, 

goats, horses, mules, and asses. 

(j) The term "mobile home" means forms of housing known 

as "trailers", "housetrailers", or "trailer coaches" 

exceeding 8 feet in width or 45 feet in length, designed to 

be moved from one place to another by an independent power 

connected to them, or any .. trailer", nhousetrailer", or 

"trailer coach" up to 8 feet in width or 45 feet in length 

used as a principal residence. 

(k) The term "personal property" includes everything 

that is the subject of ownership but that is not included 

within the meaning of the terms "real estate" and 

"improvements". 

(l) The term "poultry" includes all chickens, turkeys, 

geese, ducks, and other birds raised in domestication to 

produce food or feathers. 

(m) The term "property" includes moneys, credits, 

bonds, stocks, franchises, and all other matters and things, 
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real, personal, and mixed, capable of private ownership. 

This definition must not be construed to authorize the 

taxation of the stocks of any company or corporation when 

the property of such company or corporation represented by 

the stocks is within the state and has been taxed. 

(n) The term 11 real estate" includes: 

(i) the possession of, claim to, ownership of, or right 

to the possession of land; 

(ii) all mines, minerals, and quarries in and under the 

land subject to the provisions of 15-23-501 and Title 15, 

chapter 23, part B; all timber belonging to individuals or 

corporations growing or being on the lands of the United 

States; and all rights and privileges appertaining thereto. 

{o) "Research and development firm" means an entity 

incorporated under the laws of this state or a foreign 

corporation authorized to do business in this state whose 

principal purpose is to engage in theoretical analysis, 

exploration, and experimentation and the extension of 

investigative findings and theories of a scientific and 

technical nature into practical application for experimental 

and demonstration purposes, including the experimental 

production and testing of models, devices, equipment, 

materials, and processes. 

(p) The term ''taxable value'' means the percentage of 

market or assessed value as provided for in Title 15, 
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chapter 6, part l. 

(q} The term "weighted mean assessment ratio" means the 

total of the assessed values divided by the total of the 

selling prices of all area sales in the stratum. 

( 2) The phrase ''municipal corporation" or 

"municipality" or "taxing unit" shall be deemed to include a 

county, city, incorporated town, township, school district, 

irrigation district, drainage district, or any person, 

persons, or organized body authorized by law to establish 

tax levies for the purpose of raising public revenue. 

(3) The term "state boaC'd" OC' "board" when used without 

other qualification shall mean the state tax appeal board.• 

Section 9. 

"15-6-201. 

Section 15-6-201, MCA, is amended to read: 

Ezeapt categories. ( 1) The 

categories of property are exempt from taxation: 

(a) the property of: 

following 

(i) the United States, the state, counties, cities, 

towns, school districts, except, if congress passes 

legislation that allows the state to tax property owned by 

an agency created by congress to transmit or distribute 

electrical energy, the property constructed, owned, or 

operated by a public agency created by the congress to 

transmit or distribute electric energy produced at privately 

owned generating facilities (not including rural electric 

cooperatives); 
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(ii) irrigation districts organized under the laws of 

Montana and not operating for profit; 

(iii) municipal corporations; and 

(iv) public libraries; 

(b) buildings, with land they occupy and furnishings 

therein, owned by a church and used for actual religious 

worship or for residences of the clergy, together with 

adjacent land reasonably necessary for convenient use of the 

buildings1 

{C) property used exclusively for agricultural and 

horticultural societies, for educational purposes, and for 

nonprofit health care facilities, as defined in 50-5-101, 

licensed by the department of health and environmental 

sciences and organized under Title 35, chapter 2 or 3. A 

health care facility that is not licensed by the department 

of health and environmental sciences and organized under 

Title 35, chapter 2 or 3, is not exempt. 

(d) property that meets the following conditions: 

(i) is owned and held by any association or corporation 

organized under Title JS, chapter 2, 3, 20, or 21; 

(ii) is devoted exclusively to use in connection with a 

cemetery or cemeteries for which a permanent care and 

improvement fund has been established as provided for in 

Title 35, chapter 20, part 3; and 

(iii) is not maintained and operated for private or 
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corporate profit; 

(e) institutions of purely public charity: 

(f) evidence of debt secured by mortgages of record 

upon real or personal property in the state of Montana; 

(g) public art galleries and public observatories not 

used or held for private or corporate profit; 

(h) all household goods and furniture, including but 

not limited to clocks, musical instruments, sewing machines, 

and wearing apparel of members of the family, used by the 

owner for personal and domestic purposes or for furnishing 

or equipping the family residence; 

(i) a truck canopy cover or topper weighing less than 

300 pounds and having no accommodations attached. This 

property is also exempt from taxation under 61-3-504(2) and 

61-3-537. 

(j) a bicycle, as defined in 61-1-123, used by the 

owner for personal transportation purposes: 

by 

(k) motor homes, travel trailers, and campers: 

(1) all watercraft; 

(m) land, fixtures, buildings, and improvements owned 

a cooperative association or nonprofit corporation 

organized to furnish potable water to its members or 

customers for uses other than the irrigation of agricultural 

land: 

(n) the right of entry that is a property right 
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reserved in land or received by mesne conveyance (exclusive 

of leasehold interests), devise, or succession to enter land 

whose surface title is held by another to explore, prospect, 

or dig for oil, gas, coal, or minerals; 

(o) property owned and used by a corporation or 

association organized and operated exclusively for the care 

of the developmentally disabled, mentally ill, or 

vocationally handicapped as defined in 18-5-101, which is 

not operated for gain or profit; 

(p) all farm buildings with a market value of less than 

$500 and all agricultural implements and machinery with a 

market value of less than $100; 

(q) property owned by a nonprofit corporation organized 

to provide facilities primarily for training and practice 

for or competition in international sports and athletic 

events and not held or used for private or corporate gain or 

profit. For purposes of this subsection (q), "nonprofit 

corporation" means an organization exempt from taxation 

under section SOl(c) of the Internal Revenue Code and 

incorporated and admitted under the Montana Nonprofit 

Corporation Act. 

(r) provided the tools are owned by the taxpayer, the 

first $15,000 or less of market value of tools that are 

customarily hand-held and that are used to: 

(i) construct, repair, and maintain improvements to 
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real property; or 

(ii) repair and maintain machinery, equipment, 

appliances, or other personal property: 

(s) harness, saddlery, and other tack equipment; and 

(t) a title plant owned by a title insurer or a title 

insurance producer, as those terms are defined in 33-25-105L 

and 

(u) beginning January 1, ¼999 1994, timber as defined 

in [section 2). 

( 2) (a) The term 11 institutions 

charity• includes 

facilities for the 

organizations 

care of the 

of 

owning 

retired 

purely public 

and operating 

or aged or 

chronically ill, which are not operated for gain or profit. 

(b) The terms "public art galleries" and •public 

observator ies 11 include only those art galleries and 

observatories, whether of public or private ownership, that 

are open to the public without charge at all reasonable 

hours and are used for the purpose of education only. 

(3) The following portions of the appraised value of a 

capital investment made after January 1 1 1979, in a 

recognized nonfossil form of energy generation, as defined 

in 15-32-102, are exempt from taxation for a period of 10 

years following installation of the property: 

(a) $20,000 in the case of a single-family residential 

dwelling: 
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(bl $100,000 in the case of a multifamily residential 

dwelling or a nonresidential structure." 

Section 10. Section 15-8-111, MCA, is amended to read: 

"15-8-111. Assessment market value standard 

exceptions. (1) All taxable property must be assessed at 

100% of its market value except as otherwise provided. 

(2) (a) Market value is the value at which property 

would change hands between a willing buyer and a willing 

seller, neither being under any compulsion to buy or to sell 

and both having reasonable knowledge of relevant facts. 

(b) If the department uses construction cost as one 

approximation of market value, the department shall fully 

consider reduction in value caused by depreciation, whether 

through physical depreciation, functional obsolescence, or 

economic obsolescence. 

(c) Except as provided in subsection (3), the market 

value of all motor trucks; agricultural tools, implements, 

and machinery; and vehicles of all kinds, including but not 

limited to boats and all watercraft, is the average 

wholesale value shown in national appraisal guides and 

manuals or the value of the vehicle before reconditioning 

and profit margin. The ~epartment of revenue shall prepare 

valuation schedules showing the average wholesale value when 

no national appraisal guide exists. 

(3) The department of revenue or its agents may not 
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adopt a lower or different standard of value from market 

value in making the official assessment and appraisal of the 

value of property, except: 

(a) the wholesale value for agricultural implements and 

machinery is the loan value as shown in the Official Guide, 

Tractor and Farm Equipment, published by the national farm 

and power equipment dealers 

Missouri; 

association, St. Louis, 

(b) for agricultural implements and machinery not 

listed in the official guide, the department shall prepare a 

supplemental manual where the values reflect the same 

depreciation as those found in the official guide; and 

(c) as otherwise authorized in Title 15 and Title 61. 

(4) For purposes of taxation, assessed value is the 

same as appraised value. 

( 5) The taxable value for all property is the 

percentage of market or assessed value established for each 

class of property. 

(6) The assessed value of properties in 15-6-131 

through 15-6-133 is as follows: 

(a) Properties in 15-6-131, under class one, are 

assessed at 1001 of the annual net proceeds after deducting 

the expenses specified and allowed by 15-23-503 or, if 

applicable, as provided in 15-23-515. 

(b) Properties in 15-6-132, under class two, are 
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assessed at 100\ of the annual gross proceeds. 

(c) Properties in 15-6-133, under class three, are 

assessed at 100\ of the productive capacity of the lands 

when valued for agricultural purposes. All lands that meet 

the qualifications of 15-7-202 are valued as agricultural 

lands for tax purposes. 

(d) PreperC¼es Beginning January 1 1 1990, and ending 

Becelllber--3¼ JUNE 30, 1993, properties in 15-6-143, under 

class thirteen, are assessed at 100\ of the combined 

appraised value of the standing timber and gc-azing 

productivity of the land when valued as timberland. 

(e) Beginning January 1, 1994, properties in 15-6-143, 

under class thirteen, are assessed at 100\ of the forest 

productivity value of the land when valued as forest land. 

(7) Land and the improvements thereon are separately 

assessed when any of the following conditions occur: 

(a) ownership of the improvements is different from 

ownership of the land; 

(b) the taxpayer makes a written request: or 

(c) the land is outside an incorporated city or town." 

Section 11. Section 10, Chapter 681, Laws of 19B5, is 

amended to read: 

11 Section 10. Effective date -- termination date. This 

act is effective January 1, 1986, and, except for see~~e"-3 

sections 2 throu.9.!!.....!, terminates January 1, 1991." 
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NEW SECTION. Section 12. Appropriation. ( 1) There is 

appropriated from the general fund to the department of 

revenue $614,076 to fund the determination of the forest 

productivity value of forest lands required by [section 3). 

(2) There is appropriated from the general fund to the 

department of revenue $366,762 to administer the provisions 

of [sections l through 5 and section 7). 

(3) Notwithstanding the provisions of 17-7-302 through 

17-7-304, the unexpended appropriation in subsection (1) may 

be encumbered for payment in fiscal year 1994. 

(4) Notwithstanding the provisions of 17-7-302 through 

17-7-304, the unexpended appropriation in subsection (2) is 

reappropriated for fiscal year 1994. 

NEW SECTION. SECTION 13. ASSESSMENT ON PRIVATELY OWNED 

TIMBERLAND -- COLLECTION DISPOSITION. ill AN ASSESSMENT 

OF 10 CENTS PER ACRE OR PORTION OF AN ACRE IS IMPOSED ON ALL 

PRIVATELY OWNED TIMBERLAND FOR TAX YEARS 1991 THROUGH 1993. 

THE ASSESSMENT IS IMPOSED ON THE OWNER OF THE LAND AS OF 

JANUARY 1 OF EACH YEAR. 

(2) THIS ASSESSMENT rs DONE ON NOVEMBER 30 OF EACH YEAR 

AND MUST BE PAID WITH THE PROPERTY TAX DUE AS PROVIDED IN 

15-16-101. 

(3) (A) BY SEPTEMBER 1 OF EACH YEAR, THE DEPARTMENT OF 

REVENUE SHALL PROVIDE COUNTY TREASURERS WITH A LIST SHOWING: 

(I) ALL OWNERS ~OF PgIVATE TIMBERLAND IN THE COUNTY AS 
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01" JANUARY l 01" THAT YEAR: AND 

(III THE NUMBER 01" ACRES OF TIMBERLAND OWNED BY EACH AS 

OF JANUARY l OF 't'HAT YEAR. 

( B) THE COUNTY TREASURER SHALL SEND EACH LISTED OWNER A 

BILL FOR THE ASSESSMENT IMPOSED IN SUBSECTION (1) WITH THE 

PROPERTY TAX NOTICE REQUIRED IN 15-16-101. 

( 4 J THE COUNTY TREASURER SHALL COLLECT THE ASSESSMENT 

IMPOSED IN SUBSECTION (1) AND REMIT COLLECTIONS TO THE STATE 

TREASURER BY DECEMBER 20 OF EACH YEAR. 

(5) THE STATE TREASURER SHALL DEPOSIT ALL COLLECTIONS 

!"ROM THE ASSESSMENT IMPOSED IN SUBSECTION (l) IN THE GENERAL 

l"UND. 

NEW SECTION. Section 14. Codification instruction. 

[sections l through 5) are intended to be codified as an 

integral part of Title 15, and the provisions of Title 15 

apply to [sections l through 5). 

NEW SECTION. Section 15. Saving clause. [This act) 

does not affect the rights and duties that matured, 

penalties that were incurred, or proceedings that were begun 

before [the effective date of this act]. 

NEW SECTION. Section 16. severability. If a part of 

[this act} is invalid, all valid parts that are severable 

from the invalid part remain in effect. If a part of [this 

act] is invalid in one or more of its applications, the part 

remains in effect in all valid applications that are 
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severable from the invalid applications. 

NEW SECTION. Section 17. Applicability retroactive 

applicability. (1) Except as provided in subsection (2), 

(this act] applies to taxable years beginning after December 

31, 1993. 

( 2) I Sections 6 and---¼¼, 11, AND 13) apply 

retroactively, within the meaning of 1-2-109, to taxable 

years beginning after December 31, 1990. 

NEW SECTION. Section 18. Effective dates. (1) Except 

as provided in subsections (2) and (3), [this act] is 

11 effective July 1, 1991. 

12 

13 

14 
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(2) [Sections 6 and--¼¼, 11, AND 13) and this section 

are effective on passage and approval. 

(3) [Section 7] is effective January 1, 1994. 

NEW SECTION. Section 19. Termination CONTINGENT 

TERMINATION. ( l) UNLESS TERMINATED EARLIER PURSUANT TO 

SUBSECTION (2), [Seet±on SECTION 6 and section 10(6)(d)] 

terminate dantta~y-¼,-¼994 JULY 1, 1993. 

(2) [SECTION 6 AND SECTION 10(6)(D)J TERMINATE ON APRIL 

1, 1992, UNLESS PRIOR TO THAT TIME, THE DIRECTOR OF REVENUE 

CERTIFIES TO THE REVENUE OVERSIGHT COMltITTEE THAT THE 

DEPARTMENT OF REVENUE HAS BEGUN THE FOREST LANDS VALUATION 

PROCESS SET FORTH IN [SECTION 3), INCLUDING HAVING ENTERED 

INTO A CONTRACT WITH THE UNIVERSITY OF MONTANA FOR THE 

PROVISION OF INFORMATION AND DATA. UPON RECEIPT OF THE 
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CERTIFICATION< THE CRAIRJIAN OF THE REVENUE OVERSIGHT 

COMMITTEE SHALL PROVIDE A COPY OF TH~ DOCUMENT TO THE 

SECRETARY OF STATE. 

(3) [SECTION 13) TERMINATES JANU~Y~ 1994. 

-End-
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HOUSE BILL NO. 340 

INTRODUCED BY REAM, B. BROWN 

BY REQUEST OF THE REVENUE OVERSIGHT COMMITTEE 

A BILL FOR AN ACT ENTITLED: "AN ACT TO GENERALLY REVISE THE 

TAXATION OF PRIVATE FOREST LANDS; DEFINING FOREST LANO AND 

FOREST PRODUCTIVITY VALUE; REQUIRING THE DEPARTMENT OF 

REVENUE TO VALUE FOREST LANDS OF S ~ ACRES OR MORE ON THE 

BASIS OF PRODUCTIVITY BY CAPITALIZING THE NET INCOME OF 

FOREST LAND; AUTHORIZING THE DEPARTMENT OF REVENUE TO 

ESTABLISH FOREST VALUATION ZONES; PROVIDING FOR A TRANSITION 

PERIOD IN THE TAXATION OF FOREST LANDS BY EXTENDING THE 

TERMINATION DATE OF CLASS THIRTEEN PROPERTY; PROVIDING THAT 

CLASS THIRTEEN WILL APPLY TO THE TAXATION OF FOREST LANDS 

BEGINNING JANUARY l, 1994; PR8Yf9fNS--THAT--bANB--MBST--BB 

BbAS9fPfBB--AS--A6RfBBbTBRltb--bAN9--fP--fTS-SRAftfNS-YAbBB-fS 

8RBATBR-THAN-fTS-P8RBST-PR89BBTfYiT¥-YAbBB7 EXEMPTING TIMBER 

FROM AO ITALQREM PROPERTY TAXATION; IMPOSING AN ASSESSMENT ON 

ALL PRIVATELY OWNED TIMBERLAND; PROVIDING AN APPROPRIATION; 

AMENDING SECTIONS 15-1-101, 15-6-143, 15-6-201, AND 

15-8-111, MCA, AND SECTION 10, CHAPTER 681, LAWS OF 1985; 

ANO PROVIDING EFFECTIVE DATES, APPLICABILITY OATES, AND A 

TERMINATION DATE." 

WHEREAS, the Department of Revenue does not have 
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adequate resources to properly administer the existing 

standing inventory method of taxing forest lands: and 

WHEREAS, the standing inventory method of taxing forest 

lands encourages landowners to harvest timber without regard 

to good forest management; and 

WHEREAS, the valuation of forest lands in Montana is 

often based on outdated information: and 

WHEREAS, the Forest Taxation Subcommittee of the Revenue 

Oversight Committee found that the forest productivity 

method of taxing forest lands encourages good forest 

management and is a more equitable method of taxing forest 

lands; and 

WHEREAS, the forest productivity method of taxing forest 

lands is in the long run easier and less costly to 

administer than the standing inventory method; and 

WHEREAS, the Forest Taxation Subcommittee of the Revenue 

Oversight Committee recommends that forest lands be taxed on 

the basis of productivity; and 

WHEREAS, it is the intent of the Legislature to 

implement the recommendation of the Forest Taxation 

Subcommittee of the Revenue Oversight Committee. 

THEREFORE, it is the purpose of this bill to implement 

the recommendation to change the method of taxing forest 

lands in the state. 
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STATEMENT OF INTENT 

A statement of intent is required for this bill because 

the department of revenue is granted authority to adopt 

rules for the administration and enforcement of the forest 

productivity method of taxing forest lands. 

The legislature contemplates that rules adopted by the 

department should, at a minimum, address the following: 

(1) guidelines for information that must be contained 

in the statement of intent submitted by the forest landowner 

as provided for in [section 2(5)(b)]: 

(2) the form to be used by the forest landowner for the 

statement of intent; 

{3) the procedures for determining appropriate forest 

valuation zones and for computing forest land valuation 

15 schedules; 

16 

17 

18 

19 

20 

21 

22 

23 

24 
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(4l the notification of landowners who may be eligible 

for forest land classification under this bill; 

(5) the process by which a landowner may appeal the 

valuation of the owner's forest land; and 

(6) the definition of terms and establishment of 

procedures as appropriate for the efficient administration 

of the forest productivity method of taxation. 

In determining forest productivity values and in 

computing forest land valuation schedules, the department 

shall use the assistance of the university of Montana. The 
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legislature also intends that, in implementing this bill, 

the department seek the advice of the department of state 

lands, landowners of private forest lands, the timber 

industry, and local governments. 

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

NEW SECTION. Section 1. Short title. [Sections 1 

through 5) may be cited as the "Forest Lands Tax Act•. 

NEW SECTION. Section 2. Definitions. For the purposes 

cf [sections 1 through 5], unless the context cequires 

otherwise, the following definitions apply: 

(1) "Culmination of mean annual increment" means the 

point of optimum net wood production on an acre of forest 

land. 

( 2) "Cultivated Christmas trees" means Christmas trees 

that are grown on land prepared by intensive cultivation and 

tilling, such as by plowing or turning over the soil, and on 

which all unwanted plant growth is controlled for the 

exclusive purpose of raising Christmas trees. 

(3) "Department" means the department of revenue. 

(4) "Forest" means forest land and the timber on the 

land. 

(5) "Forest land" means contiguous land of 5 15 acres 

or more in one ownership that is capable of producing timber 

that can be harvested in commercial quantity and is 

-4- HH 340 
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producing timber unless the trees have been removed by man 

through harvest, including clearcuts, or by natural 

disaster, including but not limited to fire. Forest land 

includes land: 

(a) that has not been converted to another user or 

(b) that has a dedicated use that is evidenced by a 

statement of intent by the owner for the eventual harvest of 

timber. 

(6) "Forest productivity valueN means the value of 

forest land for assessment purposes, which value is 

determined only on the basis of its ability to produce 

timber, other forest products, and associated agricultural 

products through an income approach provided for in [section 

3 I. 

(7) "Harvest" means an activity related to the cutting 

or removal of timber for use or sale as a forest product. 

( 8) "Landowner" means an individual, corporation, 

association, company, firm, joint venture, syndicate, or 

trust. 

(9) •Mean annual net wood production• means the average 

net usable volume of wood 1 acre of forest land will grow in 

1 year under average current and actual forest conditions 

and under current and reasonable management practices for 

each forest valuation zone established under (section J]. 

(10) "Stumpage value" means the amount that timber would 
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sell for under an arm"s-length transaction made in the 

ordinary course of business, expressed in terms of dollars 

per unit of measure. 

(11) "Timber" means all wood growth on privately owned 

land, mature or immature, alive or dead, standing or down, 

that is capable of furnishing raw material used in the 

manufacture of lumber or other forest products. The term 

does not include cultivated Christmas trees. 

NEW SECTION. Section 3. Legislative intent -- value of 

forest lands valuation zones. (l) In order to encourage 

landowners of private forest lands to retain and improve 

their holdings of forest lands, to promote better forest 

practices, and to encourage the investment of capital in 

reforestation, forest lands must be classified and assessed 

under the provisions of this section. 

(2} The forest productivity value of forest land must 

be determined by: 

(a) capitalizing the value of the mean annual net wood 

production at the culmination of mean annual increment plus 

other agriculture-related income, if any; less 

(b) annualized expenses, including but not limited to 

the establishment, protection, maintenance, improvement, and 

management of the crop over the rotation period. 

(3) ~o determine the forest productivity value of 

forest lands, the department shall: 
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(a) divide the state into appropriate forest valuation 

zones, with each zone designated so as to recognize the 

uniqueness of marketing areas, timber types, growth rates, 

access, operability, and other pertinent factors of that 

zone; and 

{b) establish a uniform system of forest land 

classification that takes into consideration the productive 

capacity of the site to grow forest products and furnish 

other associated agricultural uses. 

(4) In computing the forest land valuation schedules 

for each forest valuation zone to take effect on January 1, 

1994r the department shall determine the productive capacity 

value of all forest lands in each forest valuation zone 

using the formula V; I/R, where: 

(a) Vis the per-acre forest productivity value of the 

forest land~ 

(b) I is the per-acre net income of forest lands in 

each valuation zone and is determined by the department 

using the formula I= (M X SV) + Al - C, where: 

(i) I is the per-acre net income: 

(ii) Mis the mean annual net wood production; 

(iii) SV is the stumpage value; 

(iv) AI is the per-acre agriculture-related income; and 

(v) C is the per-unit cost of the forest product and 

agricultural product produced, if any; and 

-7- HB 340 

l 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

HB 0340/03 

(c) R is the capitalization rate determined by the 

department as provided in subsection (6). 

(5) Net income must: 

(a) be calculated for each year of a base period, which 

is the most recent 5-year period for which data is 

available; 

(b) be based on a rolling average of stumpage value of 

timber harvested within the forest valuation zone and on the 

associated production cost data for the base period from 

sources considered appropriate by the department; and 

(c) include agriculture-related net income for the same 

time period as the period used to determine average stumpage 

values. 

(6) The capitalization cate must be calculated for each 

year of the base period and is the annual average interest 

rate on agricultural loans as reported by the federal land 

bank association of Spokane, Washington, plus the effective 

tax rate. 

(7) The effective tax rate must be calculated for each 

year of the base period by dividing the total estimated tax 

due on forest lands subject to the provisions of this 

section by the total forest value of those lands. 

(8) For the purposes of this section, if forest service 

sales are used in the determination of stumpage values, the 

department shall take into account purchaser road credits. 
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(9) In determining the forest 

forest lands and in computing the 

schedules, the department shall 

productivity value of 

forest land valuation 

use information and data 

provided by the university of Montana. 

NEW SECTION. Section 4. Reduction in valuation on 

forest lands for trees destroyed by natural disaster. (1) 

Forest lands upon which, at any time after December 31, 

1993, trees are destroyed by fire, disease, insect 

infestation, or other natural disaster so that the lands 

affected will not meet minimum stocking requirements are 

eligible for a reduction in value for the first 20 tax years 

following the loss. 

(2) If a landowner shows to the department 1 s 

satisfaction that the landowner's forest lands have been 

destroyed as provided in subsection (1), the department 

shall reduce the value of the forest land by 50\ of the 

original forest productivity value per year. 

NEW SECTION. Section 5. Administration 

department shall: 

rules. The 

(1) administer and enforce the provisions of {sections 

1 through 5]; 

(2) arrange for the preparation and distribution of 

forms and information necessary to administer the provisions 

of (section 1 through 5]; and 

(3) promulgate rules necessary to administer and 
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enforce the provisions of (sections 1 through 5]. 

Section 6. section 15-6-143, MCA, is amended to read: 

"15-6-143. (Teaporary) Clase thirteen property 

description -- taxable percentage. 

property includes all timberland. 

11) Class thirteen 

(2) Timberland is contiguous land exceeding 15 acres in 

one ownership that is capable of producing timber that can 

be harvested in commercial quantity. 

(3) Class thirteen property is taxed at the-percentage 

~ate-•p• 3,841 4\ of the combined appraised value of the 

standing timber and grazing productivity of the property. 

t4t--Per--taxab¼e--yeare--be9¼nn¼ng-aaftttary-%7-¼986y-ane 

thereafter7-the-taxab¼e-percefttage-rate--•p•--app¼ieab½e--te 

e¼a~s--tft¼rteen--property-is-391fB7-where-B-i~-the-cert¼£ied 

statew¼de--pereenta~e--¼ncrease--te--be--determ¼ned--by--tfte 

department-ef-reyentte-as-pro•ided--¼n--s~bseet¼en--t5t,--~he 

ta~aftle-~reenta9e-rate-•P"-shall-be-rottnded-dewnward-te-the 

nearest--8,9¼1--and--shal¼--be--ea¼ett¼ated-by-the-department 

befere-Jtt¼y-l,-¼986. 

t5t--t5t-Prior-~e-Jtt¼y-l,--¼986,--the--department--shall 

determine--t~e--eer~ified--statewide-pereenta~e-iflereaee-~or 

e½as~-thi~~een-property-ns¼ng-~he-fermtt½a-B-•-Mf¥7-where~ 

tit--K-is-the-appra¼sed-vaitte7-as-of-aanttary-l;-¼986T-ef 

~ti-prop~~ty-tn-~ne-~tate 7 -exe¼ttdin9-a~e--ehanqes--oeettrrtn~ 

dttrin9--the--preeeding-year7-e½ass±Eied-nnder-e½ass-thirteen 
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as-e¼ass-thirteen-ts-deseribed-in-this-seetion~-and 

tiit-¥-is-~he-a~pra¼se~-•a¼tte7-a9-ef-~anttary-¼T-¼9857-eE 

a¼¼-preperty-in-the-state-that7-as-ef-Oaftttary-¼7 -¼9867-weu¼d 

be-e¼assi£ied-under-e¼ass--thirteen--as--e¼ass--thirteen--ts 

deseribed-in-this-seettono 

tbt--B-shell-be-rottnded-downward-to-the-near~s~-&.0881%0 

t6t--After--attly--¼r--l986r-ft&-ad;tt9t■eftt-may-be-made-by 

the-depertment-te-the-taxabie-pereentage-rate--•p•--ttnt±¼--a 

va¼ttatien-has-been-made-as-provided-±n-15-T-¼¼¼o-f~erfflinates 

danttary-¼7-¼99¼--seeo-¼87-€"0-68¼7-bo-T995ot" 

Section 7. Section 15-6-143, MCA, is amended to read: 

•1s-6-l4J. 

description 

t'feffl:porat"yt 

taxable 

Class thirteen 

percentage 

property 

alternative 

classification. t¼t--e¼ass--thir~ee~--properey-¼nc±~des-ar± 

timber¼aftftT 

t%t--~~mberland-ts-eont±gttoas-iand-e~eeed±~g-¼S-aere9-in 

ene-ovnership-that-¼s-eapabie-of-prodtteing-tifflber--t~at--ea~ 

be-harvested-±n-eoll\Jftereia±-q~e"tityT 

t3t--erass--th¼rteen-prep@r~y-±s-taxed-at-the-pereentage 

rate-up•-0£-the-eembined-appraised--valtte--of--the--stand¼n~ 

tiMher-and-gra~in~-predtteti•ity-of-the-property• 

t4t--Per--taxabre--years--beg±nning-aan~ary-t,-½986 7 -ane 

thereaEter;-the-taxab½e-pereentage-rate--apa--a~~½±ea~ie--to 

e¼ass--thirteen--property-i~-38%fB;-w"ere-B-i~-t"e-eerti£±ed 

statewide--pereentage--inerease--to--be--de~erm¼ned--by--the 
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department-ef-re¥entte-as-pre•tded--in--subseet¼eft--t5tT--~he 

taxab¼e-pereen~aqe-rate-•P•-sha¼i-he-rcttnded-devnward-te-the 

nearest--&•911--and--sha¼¼--be--ea¼ett¼ated-by-~he-departmen~ 

befere-Jtt½y-i,-¼9B6o 

t5t--tat-Pr±er-te-att½y-½7--½986r--the--departffleftt--9ha¼¼ 

determine--~fte--eertitied--statewide-pereenta~e-inerease-fer 

e¼ass-thirteen-property-ttsinq-the-term~¼a-e-•-Mf¥7-where~ 

t+t--M-ts-the-appratsed-•a¼tte7-as-ef-danttary-¼7-¼996y-ei 

al½-property-±n-the-state,-exe±udinq-nse--ehanges--eeettrrinq 

dttr¼n9--the--preeedinq-year7-e¼assified-under-e¼ass-thirteen 

as-e¼ass-tftirtee~-½s-de9e~ieed-i~-tht~-seet¼on;-and 

tiit-¥-i~-~he-appra±~ed-•aitte7-es-e£-danttary-l7-¼98S7-ef 

a¼i-preperty-in-~he-stet~-that,-as-0£-denttary-¼7-¼9867-wett¼d 

Be-e¼assi£ied-und~r-e¼a~9--thi~tee~--e~--e½~~~--thirteen--is 

desertbed-in-this-~eetio"• 

fbt--B-~~a½i-be-rottnded-dewnward-~o-the-near~~t-8,&881%~ 

t6t--AE~e~--duly--¼;--¼906,-fto-aditt~tmefte-ffley-~e-msde-by 

the-depa~tfflene-to-~he-teKfte¼e-pt!reentaqe-raee--npu--unt±¼--a 

•e½~atie"-~s9-been-meee-a~-p~evided-±n-¼5-~-¼i½,-t~erminate~ 

aaftttary-¼,-¼99½--9~eT-l8 7-eh,-68¼T-b,-¼98S,t 

( 1) Except as provided in subsection (SJ, class 

thirteen property includes all forest lands as defined in 

lsection 2]. 

(2) Class thirteen property is taxed at the percentage 

rate "P'' of its forest productivity value. 

-12- BB 340 



l 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

HB 0340/03 

{3) For taxable years beginning January 1, 1994, and 

thereafter, the taxable percentage rate "P" applicable to 

class thir~en property is 3~e4,fB 4\/B, where B is the 

certified statewide percentage increase to be determined by 

the department of revenue as provided in subsection (4). The 

taxab~e_ percentage ~t~_ "P• must_~~ ~unded downward to the 

nearest O.Ol\ and must be calculated by the department 

before July 1, 1994. 

(4) (al Prior to July 1, 1994, the department shall 

determine the certified statewide percentage increase for 

class thirteen property using the formula B = X/1, where: 

(i) Xis the appraised value, as of January 1, 1994, of 

all property in the state, excluding use changes occurring 

during the preceding year, classified under class thirteen 

as class thirteen is described in this section; and 

(ii) Y is the appraised value, as of January 1, 199].~ of 

all property in the_state that would be classified under 

class thirteen as class thirteen is described in this 

section as this section reads in 1993. 

(bl B must be rounded downward to the nearest 0.0001\. 

fSt--ff-~fte-department-0£-re•enae--~eeerminee--~hat--C~e 

9~ez±n4-•altte-0£-a-paree¼-ef-~0rest-¼and-is-grea~er-th8ft-~he 

ferest--predde~~•½~y-•e¼~e-determ½neft-~nder-tseet~en-3t7-~he 

iaftd--m~st--ee--e¼as~ifted~-8s--~~g~ie~¼~tt~a¼---¼eftd---~ftder 

-!c5-6-B3..-" 
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Section 8. Section 15-1-101, MCA, is amended to read: 

•15-1-101. Definitions. (1) Except as otherwise 

specifically provided, when terms mentioned in this section 

are used in connection with taxation, they are defined in 

the following manner: 

(a) The term "agricultural" refers to the raising of 

livestock, poultry, bees, and other species of domestic 

animals and wildlife in domestication or a captive 

environment, and the raising of field crops, fruit, and 

other animal and vegetable matter for food or fiber. 

lb) The term "assessed value• means the value of 

property as defined in 15-8-111. 

{C) The term Raverage wholesale value• means the value 

to a dealer prior to reconditioning and profit margin shown 

in natiOnal appraisal guides and manuals or the valuation 

schedules of the department of revenue. 

Id) {i) The term "commercial", when used to describe 

property, means any property used or owned by a business, a 

trade, or a nonprofit corporation as defined in 35-2-102 or 

used for the production of income, except that property 

described in subsection (ii). 

(ii) The following types of property are not commercial: 

{A) agricultural lands~ 

(B) timberlands and, beginning January ~L ~9~, forest 

~~nds; 
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(C) single-family residences and ancillary improvements 

and improvements necessary to the function of a bona fide 

farm, ranch, or stock operation; 

(D} mobile homes used exclusively as a residence except 

when held by a distributor or dealer of trailers or mobile 

homes as his stock in trade; 

(El al.I. property described in 15-6-135; and 

(F) all property described in 15-6-136. 

(e) The term "comparable property~ means property that 

has similar use, function, and utility; that is influenced 

by the same set of economic trends and physical, 

governmental, and social factors; and that has the potential 

of a similar hiqhest and best use. 

(f) The term "credit" means solvent debts, secured or 

unsecured, owing to a person. 

(g) The term "improvements" includes all buildings, 

structures, fences, and improvements situated upon, erected 

upon, or affixed to land. When the department of revenue or 

its agent determines that the permanency of location of a 

mobile home or housetrailer has been established, the mobile 

home 

real 

or housetrailer is 

property. A mobile 

presumed to be an improvement to 

home or housetrailer may be 

determined to be permanently located only when it is 

attached to a foundation which cannot feasibly be relocated 

and only when the wheels are removed. 
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(h) The term "leasehold improvements" means 

improvements to mobile homes and mobile homes located on 

land owned by another person. This property is assessed 

under the appropriate classification and the taxes are due 

and payable in two payments as provided in 15-24-202. 

Delinquent taxes on such leasehold improvements are a lien 

only on such leasehold improvements. 

{i) The term "livestock" means cattle, sheep, swine, 

goats, horses, mules, and asses. 

(j) The term "mobile home" means forms of housing known 

as "trailers", "housetrailers", or •trailer coaches" 

exceeding 8 feet in width or 45 feet in length, designed to 

be moved from one place to another by an independent power 

connected to them, or any "trailer~, "housetraller", or 

"trailer coach" up toe feet in width or 45 feet in length 

used as a principal residence. 

(k) The term "personal property" includes everything 

that is the subject of ownership but that is not included 

within the meaning of the terms "real estate" and 

''improvements". 

( l) The term "poultry" includes all chickens, turkeys, 

geese, ducks, and other birds raised in domestication to 

produce food or feathers. 

{m) The term 1'property" includes moneys, credits, 

bonds, stocksr franchises, and all other matters and things, 
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real, personal, and mixed, capable of private ownership. 

This definition must not be construed to authorize the 

taxation of the stocks of any company or corporation when 

the property of such company or corporation represented by 

the stocks is within the state and has been taxed. 

(n) The term "real estate" includes: 

(iJ the possession of, claim to, ownership of, or right 

to the possession of land; 

(ii) all mines, minerals, and quarries in and under the 

land subject to the provisions of 15-23-501 and Title 15, 

chapter 23, part B: all timber belonging to individuals or 

corporations growing or being on the lands of the United 

States; and all rights and privileges appertaining thereto. 

(o) "Research and development fi[m" means an entity 

incorporated under the laws of this state or a foreign 

corporation authorized to do business in this state whose 

principal pucpose is to engage in theoretical analysis, 

exploration, and experimentation 

investigative findings and theories 

and 

of 

the extension 

a scientific 

of 

and 

technical nature into practical application for experimental 

and demonstration purposes, including the experimental 

production and testing of models, devices, equipment, 

materials, and processes. 

( p} The term 0 taxable value" means the percentage of 

market or assessed value as provided for in Title 15, 
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chapter 6, part l. 

(q) The term nweighted mean assessment ratio• means the 

total of the assessed values divided by the total of the 

selling prices of all area sales in the stratum. 

(2) The phrase "municipal cocporation" or 

"municipality" or "taxing unit" shall be deemed to include a 

county, city, incorporated town, township, school district, 

irrigation district, drainage district, or any person, 

persons, or organized body authori2ed by law to establish 

tax levies for the purpose of raising public revenue. 

{3) The term "state board" or "board" when used without 

other qualification shall mean the state tax appeal board." 

Section 9. Section 15-6-201, MCA, is amended to read: 

"15-6-201. Exeapt categories. (1) The following 

categories of property are exempt from taxation: 

(a) the property of: 

( i l the United States, the state, counties, cities, 

towns, school districts, except, if congress passes 

legislation that allows the state to tax property owned by 

an agency created by congress to transmit or distribute 

electrical energy, the property constructed, owned, or 

ope[ated by a public agency created by the congress to 

transmit or distcibute electric energy produced at privately 

awned generating facilities (not including rural electric 

cooperatives); 
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(ii) irrigation districts organized under the laws of 

Montana and not operating for profit; 

(iii) municipal corporations; and 

(iv) public libraries; 

(b) buildings, with land they occupy and fucnishings 

therein, owned by a church and used for actual religious 

worship or for residences of the clergy, together with 

adjacent land reasonably necessary for convenient use of the 

buildings; 

(c} property used exclusively for agricultural and 

horticultural societies, for educational purposes, and for 

nonprofit health care facilities, as def~ned in 50-5-101, 

licensed by the department of health and environmental 

sciences and organized under Title ]5, chapter 2 or 3. A 

health care facility that is not licensed by the department 

of health and environmental sciences and organi~@d under 

Title 35, chapter 2 or 3, is not exempt~ 

(d) property that meets the following conditions: 

,1) is owned and held by any association or corporation 

organized under Title JS, chapter 2, 3, 20, or 21: 

(ii) is devoted exclusively to use in connection with a 

cemetery or cemeteries for which a permanent care and 

improvement fund has been established as provided for in 

Title 35, chapter 20, part 3; and 

(iii) is not maintained and operated for private or 
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corporate profit: 

(e) institutions of purely public charity: 

(f) evidence of debt secured by mortgages of record 

upon real or personal property in the state of Montana: 

(g) public art galleries and public observatories not 

used or held for private or corporate profit: 

(h) all household goods and furniture, including but 

not limited to clocks, musical instruments, sewing machines, 

and wearing apparel of members of the family, used by the 

owner for personal and domestic purposes or for furnishing 

or equipping the family residence: 

(i) a truck canopy cover or topper weighing less than 

300 pounds and having no accommodations attached. This 

property is also exempt from taxation unde~ 61-J-504(2) and 

61-3-537. 

(j) a bicycle, as defined in 61-1-123, used by the 

owner for personal transportation purposes; 

by 

(k) motor homes, travel trailers, and campers; 

{l) all watercraft; 

Im) land, fixtures, buildings, and improvements owned 

a cooperative association or nonprofit corporation 

organized to furnish potable water to its members or 

customers for uses other than the irrigation of agricultural 

land: 

( n J the right of entry that is a property right 
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reserved in land or received by mesne conveyance (exclusive 

of leasehold interests), devise, or succession to enter land 

whose surface title is held by another to explore, prospect, 

or dig for oil, gas, coal, or minerals; 

(ol property owned and used by a corporation or 

association organized and operated exclusively for the care 

of the developmentally disabled, mentally ill, 

vocationally handicapped as defined in 18-5-101, which 

not operated for gain or profit: 

or 

is 

(p) all farm buildings with a market val~e of less than 

$500 and all agricultural implements and machinery with a 

market value of less than $100: 

(q} property owned by a nonprofit corporation organized 

to provide facilities primarily for training and practice 

for oc competition in international sports and athletic 

events and not held or used for private or corporate gain or 

profit. For purposes of this subsection (q), "nonprofit 

corporation" means an organization exempt from taxation 

under section SOl(c) of the Internal Revenue Code and 

incorporated and admitted under the Montana Nonprofit 

corporation Act. 

(r) provided the tools are owned by the taxpayer, the 

first $15,000 or less of market value of tools that are 

customarily hand-held and that are used to: 

(i) construct, repair, and maintain improvements to 
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equipment, 

(S) 

It l 

harness, saddlery, and other tack equipment; aftd 

a title plant owned by a title insurer or a title 

insurance producer, as those terms are defined in 33-2S-lOSL 

and 

(u) beginning January l, ¼998 1994, timber as defined 

in {section _ _u. 

{2) (a) The term "institutions of purely public 

charity" includes organizations owning and operating 

facilities for the care of the retired or aged or 

chronically ill, which are not operated for gain or profit. 

( b) The terms "public art galleries" and "public 

observatories" include only those art galleries and 

observatories, whether of public or private ownership, that 

are open to the public without charge at all reasonable 

hours and are used for the purpose of education only. 

(3) The following portions of the appraised value of a 

capital investment made after January 1, 1979, in a 

recognized nonfossil form of energy generation, as defined 

in 15-32-102, are exempt from taxation for a period of 10 

years following installation of the property: 

{a) $20,000 in the case of a single-family residential 

dwelling; 
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(b) $100,000 in the case of a multifamily residential 

dwelling or a nonresidential structure." 

Section 10. Section 15-8-111, MCA, is amended to read: 

Rl5-8-lll. Assessaent market value standard 

exceptions. (1) All taxable property must be assessed at 

100\ of its market value except as otherwise provided. 

(2) (a) Market value is the value at which property 

would change hands between a willing buyer and a willing 

seller, neither being under any compulsion to buy or to sell 

and both having reasonable knowledge of relevant facts. 

(b) If the department uses construction cost as one 

approximation of market value, the department shall fully 

consider reduction in value caused by depreciation, whether 

through physical depreciation, functional obsolescence, or 

economic obsolescence. 

(c) Except as provided in subsection (3}, the market 

value of all motor trucks; agricultural tools, implements, 

and machinery; and vehicles of all kinds, including but not 

limited to boats and all watercraft, is the average 

wholesale value shown in national appraisal guides and 

manuals or the value of the vehicle before reconditioning 

and profit margin. The department of revenue shall prepare 

valuation schedules showing the average wholesale value when 

no national appraisal guide exists. 

(3) The department of revenue or its agents may not 
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adopt a lower or different standard of value from market 

value in making the official assessment and appraisal of the 

value of propertyr except: 

(a} the wholesale value for agricultural implements and 

machinery is the loan value as shown in the Official Guide, 

Tractor and Farm Equipment, published by the national farm 

and power equipment dealers association, St. Louis, 

Missouri; 

(b) for agricultural implements and machinery not 

listed in the official guide, the department shall prepare a 

supplemental manual where the values reflect the same 

depreciation as those found in the official guide~ and 

(c) as otherwise authorized in Title 15 and Title 61. 

(4) For purposes of taxation, assessed value is the 

same as appraised value. 

(5) The taxable value for all property is the 

percentage of market or assessed value established for each 

class of property. 

16) The assessed value of properties in 15-6-131 

through 15-6-133 is as follows: 

(a) Properties in 15-6-131, under class one, are 

assessed at 100\ of the annual net proceeds after deducting 

the expenses specified and allowed by 15-23-503 or, if 

applicable, as provided in 15-23-515. 

(b) Properties in 15-6-132, under class two, are 

-24- HB 340 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

HB 0340/03 

assessed at 1001 of the annual gross proceeds. 

(c) Properties in 15-6-133, under class three, are 

assessed at 100\ of the productive capacity of the lands 

when valued for agricultural purposes. All lands that meet 

the qualifications of 15-7-202 are valued as agricultural 

lands for tax purposes. 

(d) Preper~~es Beginning January 1, 1990, and ending 

Beee■ber--3½ JUNE 30, 1993, properties in 15-6-143, under 

class thirteen, are assessed at 100\ of the combined 

appraised value of the standing timber and gra,zing 

productivity of the land when valued as timberland. 

(e) Beginning January l, 1994, properties in 15-6-143, 

under class thirteen, are assessed at 100\ of the forest 

productivity value of the land when valued as forest land. 

(7) Land and the improvements thereon are separately 

assessed when any of the following conditions occur: 

(a) ownership of the improvements is different from 

ownership of the land; 

(b) the taxpayer makes a written request: or 

(c) the land is outside an incorporated city or town." 

Section 11. Section 10, Chapter 681, Laws of 1985, is 

amended to read: 

"Section 10. Effective date -- teraination date. This 

act is effective January 1, 1986, and, except for ~e~tioft-3 

sections 2 throu9!!.._!, terminates January 1, 1991." 
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NEW SECTION. Section 12. Appropriation. Cl) There is 

appropriated from the general fund to the department of 

revenue $614,076 to fund the determination of the forest 

productivity value of forest lands required by {section 3). 

(2) There is appropriated from the general fund to the 

department of revenue $366,762 to administer the provisions 

of [sections l through 5 and section 7}. 

(3) Notwithstanding the provisions of 17-7-302 through 

17-7-304, the unexpended appropriation in subsection (1) may 

be encumbered for payment in fiscal year 19944 

(4) Notwithstanding the provisions of 17-7-302 through 

17-7-304, the unexpended appropriation in subsection (2) is 

reappropriated for fiscal year 1994. 

NEW SECTION. SECTION 13. ASSESSMENT ON PRIVATELY OWNED 

TIMBERLAND -- COLLECTION -- DISPOSITION. (l) AN ASSESSMENT 

OF 10 CENTS PER ACRE OR PORTION OF AN ACRE IS IMPOSED ON ALL 

PRIVATELY OWNED TIMBERLAND FOR TAX YEARS 1991 THROUGH 1993. 

THE ASSESSMENT IS IMPOSED ON THE OWNER OF THE LAND AS OF 

JANUARY l OF EACH YEAR. 

( 2 J THIS ASSESSMENT IS OONE ON NOVEMBER 30 OF EACH YEAR 

AND MUST BE PAID WITH THE PROPERTY TAX DUE AS PROVIDED IN 

15-16-101. 

(3) (A) BY SEPTEMBER l OF EACH YEAR, THE DEPARTMENT OF 

REVENUE SHALL PROVIDE COUNTY TREASURERS WITH A LIST SHOWING: 

(I) ALL OWNERS OF PRIVATE TIMBERLAND IN THE COUNTY AS 
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OP' JANUARY l OP' THAT YEAR; AND 

1.!!.1 THE NQMBER OF ACRES OF TIMBERLAND OWNED BY EACH AS 

OP JANUARY l OF THAT YEAR. 

@ THE COUNTY TREASURER SHALL SEND EACB LISTED OWNER A 

BILL FOR THE ASSESSMENT IMPOSED IN SUBSECTION (1) WITB THE 

PROPERTY TAX NOTICE REQUIRED IN 15-16-101. 

(4) THE COONTY TREASURER SHALL COLLECT THE ASSESSMENT 

IMPOSED IN SUBSECTION (1) AND REMIT COLLECTIONS TO THE STATE 

TREASURER BY DECEMBER 20 OF EACH YEAR. 

(5) THE STATE TREASURER SHALL DEPOSIT ALL COLLECTIONS 

FROM 'l'BE ASSESSMENT IMPOSED IN SUBSECTION (1) IN THE GENERAL 

FUND. 

NEW SECTION. Section 14. Codification instruction. 

[Sections 1 through SJ are intended to be codified as an 

integral part of Title 15, and the provisions of Title 15 

apply to (sections l through 5]. 

NEW SECTION. Section 15. Saving clause. [This act) 

does not affect the rights and duties that matured, 

penalties that were incurred, or proceedings that were begun 

before [the effective date of this act]. 

NEW SECTION. Section 16. se .. erability. If a part of 

{this act] is invalid, all valid parts that are severable 

from the invalid part remain in effect. If a part of [this 

act] is invalid in one or more of its applications, the part 

remains in effect in all valid applications that are 
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severable from the invalid applications. 

NEW SECTION. Section 17. Applicability retroacti9e 

applicability. (1) Except as provided in subsection (2), 

[this act] applies to taxable years beginning after December 

31, 1993. 

I 2) [ Sections 6 &ftd---ll, 11, AND 13) apply 

retroactively, within the meaning of 1-2-109, to taxable 

years beginning after December 31, 1990. 

NEW SECTION. Section 18. Effective dates. (1) Except 

as provided in subsections (2) and (31, (this act] is 

effective July 1, 1991. 

{2) [Sections 6 and--¼¼, 11, ANO 13] and this section 

are effective on passage and approval. 

(3) [Section 7] is effective January 1, 1994. 

NEW SECTION. Section 19. Teraination CONTINGENT 

TERMINATION. (1) UNLESS TERMINATED EARLIER PURSUANT TO 

SUBSECTION (2), (Seet¼eft SECTION 6 and section 10(6)(d)] 

terminate da~asry-¼T-¼994 JULY 1, 1993. 

\2) [SECTION 6 AND SECTION l0(6J(D)] TERMINATE ON APRIL 

1, 1992, UNLESS PRIOR TO THAT TIME, TBE DIRECTOR OF REVENUE 

CERTIFIES TO THE REVENUE OVERSIGHT COMMITTEE THAT THE 

DEPARTMENT OF REVENUE BAS BEGUN THE FOREST LANDS VALUATION 

PROCESS SET FORTH IN [SECTION 3], INCLUDING RAVING ENTERED 

INTO A CONTRACT WITH THE UNIVERSITY OF MONTANA FOR THE 

PROVISION OF INFORMATION AND DATA. UPON RECEIPT OF THE 
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l CERTIFICATION, THE ~IRMAN OF THE REVENUE OVERSIGHT 

2 COMMITTEE SHALL PROVIDE A COPY OF THE DOCUMENT TO THE 

3 

4 

SECRETARY OF STATE. 

(3) [SECTION 13) TERMINATES JANUAJ:tY l, 1994, 

-End-
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HOUSE BILL NO. 340 

INTRODUCED BY REAM, B. BROWN 

BY REQUEST OF THE REVENUE OVERSIGHT COMMITTEE 

A BILL FOR AN ACT ENTITLED: "AN ACT TO GENERALLY REVISE THE 

TAXATION OF PRIVATE FOREST LANDS; DEFINING FOREST LAND AND 

FOREST PRODUCTIVITY VALUE; REQUIRING THE DEPARTMENT OF 

REVENUE TO VALUE FOREST LANDS OF 5 ~ ACRES OR MORE ON THE 

BASIS OF PRODUCTIVITY BY CAPITALIZING THE NET INCOME OF 

FOREST LAND; AUTHORIZING THE DEPARTMENT OF REVENUE TO 

ESTABLISH FOREST VALUATION ZONES; PROVIDING FOR A TRANSITION 

PERIOD IN THE TAXATION OF FOREST LANDS BY EXTENDING THE 

TERMINATION DATE OF CLASS THIRTEEN PROPERTY; PROVIDING THAT 

CLASS THIRTEEN WILL APPLY TO THE TAXATION OF FOREST LANDS 

BEGINNING JANUARY 1, 1994; PR8YfBfN6--YHAY--bANB--MBS~--BB 

BbASSfPfBB--AS--A8Rf€BbYBRAb--bAIIB--fP--fTS-6RAHIN6-YAbBB-fS 

6RBATBR-~HAN-ITS-PBRBST-PR8BBBYfYfT¥-YAbBB; EXEMPTING TIMBER 

FROM AD 'IALOREM PROPERTY TAXATION; IMPOSING AN ASSESSMENT ON 

ALL PRIVATELY OWNED TIMBERLAND; PROVIDING AN APPROPRIATION; 

AMENDING SECTIONS 15-1-101, 15-6-143, 15-6-201, AND 

15-8-111, MCA, AND SECTION 10, CHAPTER 681, LAWS OF 1985; 

AND PROVIDING EFFECTIVE DATES, APPLICABILITY DATES, AND A 

TERMINATION DATE." 

WHEREAS, the Department of Revenue does not have 

~•-•cound 
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adequate resources to properly administer the existing 

standing inventory method of taxing forest lands; and 

WHEREAS, the standing inventory method of taxing forest 

lands encourages landowners to harvest timber without regard 

to good forest management; and 

WHEREASr the valuation of forest lands in Montana is 

often based on outdated information: and 

WHEREAS, the Forest Taxation Subcommittee of the Revenue 

Oversight Committee found that the forest productivity 

method of taxing forest lands encourages good forest 

management and is a more equitable method of taxing forest 

lands; and 

WHEREAS. the forest productivity method of taxing forest 

lands is in the long run easier and less costly to 

administer than the standing inventory method; and 

WHEREASr the Forest Taxation Subcommittee of the Revenue 

Oversight Committee recommends that forest lands be taxed on 

the basis of productivity; and 

WHEREAS, it is the intent of the Legislature to 

implement the recommendation of the Forest Taxation 

Subcommittee of the Revenue Oversight Committee. 

THEREFORE, it is the purpose of this bill to implement 

the recommendation to change the method of taxing forest 

lands in the state. 
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STATEMENT OF INTENT 

A statement of intent is required for this bill because 

the department of revenue is granted authority to adopt 

rules for the administration and enforcement of the forest 

productivity method of taxing forest lands. 

The legislature contemplates that rules adopted by the 

department should, at a minimum, address the following: 

(1) guidelines for information that must be contained 

in the statement of intent submitted by the forest landowner 

as provided for in [section 2(5)(b)j; 

(2) the form to be used by the forest landowner for the 

statement of intent; 

{3) the procedures for determining appropria~e forest 

valuation zones and for computing forest land valuation 

15 schedules: 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

(4) the notification of landowners who may be eligible 

for forest land classification under this bill; 

(5} the process by which a landowner may appeal the 

valuation of the owner 1 s forest land; and 

16) the definition of terms and establishment of 

procedures as appropriate for the efficient administration 

of the forest productivity method of taxation. 

In determining forest productivity values and in 

computing forest land valuation schedules, the department 

shall use the assistance of the university of Montana. The 
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legislature also intends that, in implementing this bill, 

the department seek the advice of the department of state 

lands, landowners of private forest lands, the timber 

industry, and local governments. 

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

NEW SECTION, Section 1. Short title. (Sections 1 

through SJ may be cited as the "Forest Lande Tax Act•. 

NEW SECTION, Section 2. Definitions. For the purposes 

of [sections 1 through 5], unless the context requires 

otherwise, the following definitions apply: 

(1) "Culmination of mean annual increment" means the 

point of optimum net wood production on an acre of forest 

land. 

( 2) "Cultivated Christmas trees" means Christmas trees 

that are grown on land prepared by intensive cultivation and 

tilling, such as by plowing or turning over the soil, and on 

which all unwanted plant growth is controlled for the 

exclusive purpose of raising Christmas trees. 

(3) noepartment .. means the department of revenue. 

(4) "Forest" means forest land and the timber on the 

land. 

( 5) "Forest land" means contiguous land of 5 !2 acres 

or more in one ownership that is capable of producing timber 

that can be harvested in commercial quantity and is 
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producing timber unless the trees have been removed by man 

through harvest, including clearcuts, or by natural 

disaster, including but not limited to fire. Forest land 

includes land: 

(a) that has not been converted to another use: or 

{b) that has a dedicated use that is evidenced by a 

statement of intent by the owner for the eventual harvest of 

timber. 

(6) "Forest productivity value" means the value of 

forest land for assessment purposes, which value is 

determined only on the basis of its ability to produce 

timber, other forest products, and associated agricultural 

products through an income approach provided for in [section 

3). 

(7) "Harvest" means an activity related to the cutting 

or removal of timber for use or sale as a forest product. 

( 8) "Landowner" means an individual, corporation, 

association, company, firm, joint venture, syndicate, or 

trust. 

(9) "Mean annual net wood production• means the average 

net usable volume of wood 1 acre of forest land will grow in 

1 year under average current and actual forest conditions 

and under current and reasonable management practices for 

each forest valuation zone established under {section 3). 

(10) 11 Stumpage value" means the amount that timber would 
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sell for under an arm's-length transaction made in the 

ordinary course of business, expressed in terms of dollars 

per unit of measure. 

(11) "Timber" means all wood growth on privately owned 

land, mature or immature, alive or dead, standing or down, 

that is capable of furnishing raw material used in the 

manufacture of lumber or other forest products. The term 

does not include cultivated Christmas trees. 

NEW SECTION. Section 3. Legislative intent -- value of 

forest lands -- valuation zones. (l) In order to encourage 

landowners of private forest lands to retain and improve 

their holdings of forest lands, to promote better forest 

practices, and to encourage the investment of capital in 

reforestation, forest lands must be classified and assessed 

under the provisions of this section. 

{2) The forest productivity value of forest land must 

be determined by: 

(a} capitalizing the value of the mean annual net wood 

production at the culmination of mean annual increment plus 

other agriculture-related income, if any; less 

(b) annualized expenses, including but not limited to 

the establishment, protection, maintenance, improvement, and 

management of the crop over the rotation period. 

(3) ~o determine the forest productiv1ty value of 

for~st lands, the department shall: 
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(a) divide the state into appropriate forest valuation 

zones, with each zone designated so as to recognize the 

uniqueness of marketing areas, timber types, growth rates, 

access, operability, and other pertinent factors of that 

zone; and 

(b) establish a uniform system of forest land 

classification that takes into consideration the productive 

capacity of the site to grow forest products and furnish 

other associated agricultural uses. 

(4) In computing the forest land valuation schedules 

for each forest valuation zone to take effect on January 1, 

1994, the department shall determine the productive capacity 

value of all forest lands in each forest valuation zone 

using the formula V = I/R, where: 

(a} Vis the per-acre forest productivity value of the 

forest landi 

(b) I is the per-acre net income of forest lands in 

each valuation zone and is determined by the department 

using the formula I: (M X SV) + AI - C, where: 

(i} I is the per-acre net income; 

{ii) Mis the mean annual net wood production; 

{iii) sv is the stumpage value; 

(iv) AI is the per-acre agriculture-related income; and 

(v) C is the per-unit cost of the forest product and 

agricultural product produced, if any; and 
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(c) R is the capitalization rate determined by the 

department as provided in subsection (6). 

{5} Net income must: 

(a) be calculated for each year of a base period, which 

is the most recent 5-year period for which data is 

available; 

(bl be based on a rolling average of stumpage value of 

timber harvested within the forest valuation zone and on the 

associated production cost data for the base period from 

sources considered appropriate by the department: and 

{c) include agriculture-related net income for the same 

time period as the period used to determine average stumpage 

values. 

(6) The capitalization rate must be calculated tor each 

year of the base period and is the annual average interest 

rate on agricultural loans as reported by the federal land 

bank association of Spokane, Washington, plus the effective 

tax rate. 

(7) The effective tax rate must be calculated for each 

year of the base period by dividing the total estimated tax 

due on forest lands subject to the provisions of this 

section by the total forest value of those lands. 

(8} For the purposes of this section, if forest service 

sales are used in the determination of stumpage values, the 

department shall take into account purchaser road credits. 
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(9) In determining the forest productivity value of 

forest lands and in computing the forest land valuation 

schedules, the department shall use information and data 

provided by the university of Montana. 

NEW SECTION. Section 4. Reduction in val.uation on 

forest lands for trees destroyed by natural disaster. (1) 

Forest lands upon which, at any time after December 31, 

1993, trees are destroyed by fire, disease, insect 

infestation, or other natural disaster so that the lands 

affected will not meet minimum stocking requirements are 

eligible for a reduction in value for the first 20 tax years 

following the loss. 

(2J If a landowner shows to the department's 

satisfaction that the landowner's forest lands have been 

destroyed as provided in 

shall reduce the value 

subsection (1), the department 

of the forest land by 50\ of the 

original forest productivity value per year. 

NEW SECTION. Section 5. Administration 

department shall: 

rules. The 

(1) administer and enforce the provisions of (sections 

l through SJ: 

(2) arrange for the preparation and distribution of 

forms and information necessary to administer the provisions 

of {section 1 through 5]; and 

( 3) promulgate rules necessary to administet" and 
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enforce the provisions of [sections l through 5]. 

Section 6. Section 15-6-143, MCA, is amended to read: 

"15-6-143. (Teaporary) Class thirteen property 

description tazable percentage. (1) Class thirteen 

property includes all timberland. 

(2} Timberland is contiguous land exceeding 15 acres in 

one ownership that is capable of producing timber that can 

be harvested in commercial quantity. 

(3) Class thirteen property is taxed at ehe-percentage 

rete-•pa 3,841 4\ of the combined appraised value of the 

standing timber and grazing productivity of the property. 

t ◄t--Por--taxab¼e--years--beq¼nn±n~-~aftna~y-¼7-¼9867-and 

thereaEterT-the-ta~ab¼e-percentage-ra~e--•p•--app¼ieab¼e--to 

e¼ass--th½rteen--prcperty-is-391f87-where-B-±s-the-eerti£ied 

statewide--pereeftta~e--inerease--to--be--eeterfflined--by--t~e 

departfflent-ef-re¥enue-as-provifted--in--s~bseetien--t5t•--~he 

texab¼e-pereentaqe-rate-•P~-shal¼-be-rottnded-~ownward-to-the 

neerest--e~e11--and--shall--be--eaiettleted-by-the-department 

befere-dttly-l,-1986~ 

tSt--tet-Prior-to-dttly-l,--1986,--the--department--shall 

determine--the--eere+f½ed--statewide-pereenta~e-inerease-fer 

e¼as~-thtrteen-property-as±n~-the-lormttla-B-•-Mf¥7-where~ 

tit--K-i~-the-ap~ra¼sed-¥altte7 -as-of-danttary-1,-¼9867-of 

~tl-prop~rty-in-th~-~tat@ 7 -@xeltt0ing-tt~e--ehanqes--eeettrrt"q 

d~~+n~--the--pr@e@d~"q-yee~7-e½e~eif½@d-ttftder-e½a~e-~hirteen 
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as-c¼ass-thirteen-is-deser±bed-in-t:his-seet:ion~-and 

t±±t-¥-±s-the-appra±sed-va¼ttey-as-ef-danttary-¼7-¼9857-ef 

ai¼-preperty-in-the-s~a~e-~ha~T-as-0£-danttary-¼7-½9867-wettid 

ee-e%ass¼~ied-ttnder-elase--thirteen--e~--eiass--thirteen--ts 

eeseribed-in-this-seetiono 

tbt--B-shai%-be-rottnded-downward-to-the-nearest-8oQ99¼%o 

t6t--After--dtt¼y--¼,--¼9867-ne-ad;ttsrment-may-be-,.,.de-by 

the-depe:rtment-te-the-taxab¼e-pereentage-rate--•P•--ttnti¼--a 

¥a½ttatien-hes-been-made-as-provided-in-l5-T-ll¼o-tTerm±nates 

aanttary-lT-¼99¼--seeo-¼8;-€ho-68¼7-bo-¼98Sot" 

Section 7. Section 15-6-143, MCA, is amended to read: 

"15-6-143. tTemperaryt Class thirteen property 

tazable percentage alternative description 

classification .. 

t±mber¼artd-: 

t¼t--e¼ass--~hirtee~--property-ifte¼ttdes-e:i¼ 

t~t--~iMber¼aftd-ts-eontt~uous-land-exceedinq-¼5-aere~-±n 

one-ownershtp-that-½s-eapab¼e-0£-prodtte±ng-timber--thnt--ee" 

be-hervested-tn-eo11Ufterc%a¼-qaant±ty, 

t3t--e¼ass--thirteen-pre~rty-i9-texe~-at-the-percentaqe 

rete-•p•-0£-the-eembined-appra½sed--va¼tte--or--the--standinq 

timber-end-gra%ing-predttet¼•ity-of-the-propt!rty~ 

t4t--Por--t~xahle--years--beg%nn±ng-Janttary-¼7-¼9867-and 

thereafter7-the-ta~ab¼e-pereentage-rate--•p•--app¼¼eab¼e--to 

elass--thirteen--property-±s-38%fB,-where-B-±~-the-eert¼fie~ 

statew±de--pereentage--±"erea9e--~o--~e--ee~erm+ned--fty--the 
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department-ef-re•entte-ae-pre•ided--in--stt~seetion--tStT--~he 

taxab¼e-percenta9e-rate-•P•-sha¼¼-be-rettnded-downwaN-~e-the 

nearest--8-:8¼%--and--shail--be--ca¼ctt¼ated-by-tfte-department 

be~ere-dtt½y-±,-1986• 

tS7--tet-Prior-to-au¼y-¼ 7 --l986T--the--departfflent--she¼l 

de~ermine--the--eertiEied--s~a~ewide-pereentage-±nerease-Eer 

e¼ass-th±rteen-preper~y-usin9-the-fermttla-B-•-Kf¥7-where~ 

t±t--M-is-the-appraised-va¼tte7-as-ef-6ancary-¼7-½9867-of 

a¼¼-preperty-±n-the-state7-exe¼ttd¼n9-ttse--changes--eeenrr¼ft~ 

dnr¼n~--the--preeeding-yeer7-cle:ssitied-ttflder-elass-th¼rtee~ 

as-elass-~h~rteen-ts-deeeribed-in-th¼e-~eetion;-and 

t±it-~-i~-the-appraised-Taitte;-as-eE-dannary-¼7-¼9857-oE 

a¼¼-p~eperty-in-~he-staee-thatT-as-ef-Jennary-¼7-¼9867-wett¼d 

be-e¼assi£¼~d-~~~er-e¼s~~--tn±~~een--e~--etess--thirteen--is 

deseribed-in-this-seetie", 

tbt--B-~hai¼-be-rott"~ed-dow"werd-to-the-"e~re~t-e~ee8ilo 

t6t--~fter--dttiy--l7--!986,-no-adj~~tfflent-mey-be-msde-by 

the-department-te-the-~exeb¼e-pereentage-rate--up~--ttnt¼l--e 

~aittation-ha9-been-mede-as-prov±ded-t"-l5-T-ilio-t~ermine~~~ 

aftn~ary-¼,-¼99l--seeT-¼87-ehT-68¼7-oT-¼985Tt 

( 1) Except as provided in subsection (5), class 

thirteen property includes all forest lands as defined in 

[section 2]. 

(2) Class thirteen property is taxed at the percentage 

rate "P" of its forest productivity value. 
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(3) For taxable years beginning January 1, 1994, and 

thereafter, the taxable percentage rate •p~ applicable to 

class thirteen property is 3T841tB 4\/B, where B is the 

certified statewide percentage increase to be determined by 

the department of revenue as provided in subsection (4). The 

taxable percentage r~te "P"_ ~st be _rounded downward to the 

nearest 0.01\ and must be calculated by the department 

before July 1, 1994. 

(4) (a) Prior to July 1, 1994, the department shall 

determine the certified statewide nercentage increase for 

class thirteen property using the formula B ~ X/Y, where: 

(i) Xis the appraised value, as of January 1, 1994, of 

all property in the state, excluding use changes occurring 

during the preceding year, classified under class thirteen 

as class thirteen is described in this section; and 

(ii) Y is the app~aised valuer as of January lr 1993, of 

all property in the state that would be classified under 

class thirteen as class thirteen is described in this 

section as this section reads in 1993. 

(b) B must be rounded downward to the nearest 0.0001\. 

tSt--J!-the-departaeftt-ef-reYeftne--deteraiftes--that--the 

gre■ing-•a¼ae-ef-a-pe~ee¼-ef-feres~-iafld-ts-grea~er-theft-t~e 

fo~es~--predtte~~~¼~y-¥elae-8eeerm¼fted-~nder-tsee~ion-3fT-the 

lend--mtts~--be--e¼e~~i£ied--a~---a~~iett¼tttra~---¼a"d---~"eer 

¼S-6-¼33~• 
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Section 8. Section 15-1-101, MCA, is amended to read: 

•1s-1-101. Definitions. (lJ Except as otherwise 

specifically provided, when terms mentioned in this section 

are used in connection with taxation, they are defined in 

the following manner: 

(al The term "agricultural" refers to the raising of 

livestock, poultry, bees, and other species of domestic 

animals and wildlife in domestication or a captive 

environment, and the raising of field crops, fruit, and 

other animal and vegetable matter for food or fiber. 

(b) The term "assessed value" means the value of 

property as defined in 15-8-111. 

(c) The term "average wholesale value" means the value 

to a dealer prior to reconditioning and profit margin shown 

in natiOnal appraisal guides and manuals or the valuation 

schedules of the department of revenue. 

(d) (i) The term "commercial", when used to describe 

property, means any property used or owned by a business, a 

trade, or a nonprofit corporation as defined in 35-2-102 or 

used for the production of income, except that property 

described in subsection (ii). 

(ii) The following types of property are not commercial: 

(A) agricultural lands: 

(B) timberlands and. beginning January 1, 1994...!. forest 

lands; 
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(C) single-family residences and ancillary improvements 

and improvements necessary to the function of a bona fide 

farm, ranch, or stock operation; 

(D} mobile homes used exclusively as a residence except 

when held by a distributor or dealer of trailers or mobile 

homes as his stock in trade; 

{E) all property described in lS-6-135; and 

(F) all propecty described in 15-6-136. 

(e) The term "comparable property" means property that 

has similar use, function, and utility; that is influenced 

by the same set of economic trends and physical, 

governmental, and social factors; and that has the potential 

of a similar highest and best use. 

(f) The term "credit" means solvent debts, secured or 

unsecured, owing to a person. 

(g) The term "improvements" includes all buildings, 

structures, fences, and improvements situated upon, erected 

upon, or affixed to land. When the department of revenue or 

its agent determines that the permanency of location of a 

mobile home or housetrailer has been established, the mobile 

home or housetrailer is presumed to be an improvement to 

real property. A mobile home or housetrailer may be 

determined to be permanently located only when it is 

attached to a foundation which cannot feasibly be relocated 

and only when the wheels are removed. 
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(h) The term "leasehold improvements" means 

improvements to mobile homes and mobile homes located on 

land owned by another person. This property is assessed 

under the appropriate classification and the taxes are due 

and payable in two payments as provided in 15-24-202. 

Delinquent taxes on such leasehold improvements are a 

only on such leasehold improvements. 

lien 

(i) The term "livestock" means cattle, sheep, swine, 

goats, horses, mules, and asses. 

(j) The term "mobile home" means forms of housing known 

as ''trailers", "housetrailers", or "trailer coaches" 

exceeding 8 feet in width or 45 feet in length, designed to 

be moved from one place to another by an independent power 

connected to them, or any "trailer"", "housetraile['", or 

"trailer coach" up to 8 feet in width or 45 feet in length 

used as a principal residence. 

(k) The term "personal property" includes everything 

that is the subject of ownership but that is not included 

within the meaning of the terms "real estate" and 

"improvements". 

(1) The term "poultry" includes all chickens, turkeys,. 

geese, ducks, and other birds raised in domestication to 

produce food or feathers. 

(m} The term "property" includes moneys, credits, 

bonds, stocks, franchises, and all other matters and things, 
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real, personal, and mixed, capable of private ownership. 

This definition must not be construed to authorize the 

taxation of the stocks of any company or corporation when 

the property of such company or corporation represented by 

the stocks is within the state and has been taxed. 

{n) The term "real estate" includes: 

(i} the possession of, claim to, ownership of, or right 

to the possession of land; 

(ii} all mines, minerals, and quarries in and under the 

land subject to the provisions of 15-23-501 and Title 15, 

chapter 23, part B; all timber belonging to individuals or 

corporations growing or being on the lands of the United 

States; and all rights and privileges appertaining thereto. 

(o) "Research and development firm" means an entity 

incorporated under the laws of this state or a foreign 

corporation authorized 

principal purpose is to 

to do business in this state whose 

engage in 

exploration, and experimentation 

investigative findings and theories 

theoretical analysis, 

and the extension of 

of a scientific and 

technical nature into practical application for experimental 

and demonstration purposes, including the experimental 

production and testing of models, devices, equipment, 

materials, and processes. 

( p) The term "taxable 

market or assessed value as 

value'' means the percentage of 

provided for in Title 15, 
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chapter 6, part 1. 

(q) The term "weighted mean assessment ratiow means the 

total of the assessed values divided by the total of the 

selling prices of all area sales in the stratum. 

(2) The phrase "municipal corporation" or 

"municipality" or "taxing unit" shall be deemed to include a 

county, city, incorporated town, township, school district, 

irrigation district, drainage district, or any person, 

persons, or organized body authorized by law to establish 

tax levies for the purpose of raising public revenue. 

(3) The term "state board" or •board" when used without 

other qualification shall mean the state tax appeal board." 

Section 9. Section 15-6-201, MCA, is amended to read: 

"lS-6-201. Ezeapt categories. ( 1) The 

categories of property are exempt from taxation: 

{a) the property of: 

following 

(i) the United States, the state, counties, cities, 

towns, school districts, except, if congress passes 

legislation that allows the state to tax property owned by 

an agency created by congress to transmit or distribute 

electrical energy, the property constructed, owned, or 

operated by a public agency created by the congress to 

transmit or distribute electric @nergy produced at privately 

owned generating facilities (not including rural electric 

cooperatives); 
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(ii} irrigation districts organized under the laws of 

Montana and not operating for profit: 

(iii) municipal corporations: and 

(iv) public libraries: 

(b) buildings, with land they occupy and fu~nishings 

therein, owned by a church and used for actual religious 

worship or for residences of the clergy, together with 

adjacent land reasonably necessary for convenient use of the 

buildings; 

{c) property used exclusively for agricultural and 

horticultural societies, for educational purposes, and for 

nonprofit health care facilitiesr as defined in 50-5-101, 

licensed by the department of health and environmental 

sciences and organized under Title 35, chapter 2 or 3. A 

health care facility that is not licensed by the department 

of health and environmental sciences and organized under 

Title 35, chapter 2 or 3, is not exempt. 

(d) property that meets the following conditions: 

(i) is owned and held by any association or corporation 

organized under Title 35, chapter 2, 3, 20, or 21~ 

(ii} is devoted exclusively to use in connection with a 

cemetery or cemeteries for which a permanent care and 

improvement fund has been established as provided for in 

Title 35, chapter 20, part 3; and 

(iii) is not maintained and operated for private or 
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corporate profit: 

(e} institutions of purely public charity; 

(f) evidence of debt secured by mortgages of record 

upon real or personal property in the state of Montana: 

(g) public art galleries and public observatories not 

used or held for private or corporate profit: 

(h) all household goods and furniture, including but 

not limited to clocks, musical instruments, sewing machines, 

and wearing apparel of members of the family, used by the 

owner for personal and domestic purposes or for furnishing 

or equipping the family residence: 

(i) a truck canopy cover or topper weighing less than 

300 pounds and having no accommodations attached. This 

property is also exempt from taxation under 61-3-504!2) and 

61-3-537. 

(j) a bicycle, as defined in 61-1-123, used by the 

owner for personal transportation purposes; 

by 

(k) motor homes, travel trailers, and campers; 

(1) all watercraft; 

(m) land, fixtures, buildings, and improvements owned 

a cooperative association or nonprofit corporation 

organized to furnish potable water to its members or 

customers for uses other than the irrigation of agricultural 

land~ 

(n) the right of entry that is a property right 
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reserved in land or received by mesne conveyance (exclusive 

of leasehold interests), devise, or succession to enter land 

whose surface title is held by another to explore, prospect, 

or dig for oil, gas, coal, or minerals; 

{o) property owned and used by a corporation or 

association organized and operated exclusively for the care 

or of the developmentally disabled, mentally ill, 

vocationally handicapped as defined in 18-5-101, which is 

not operated for gain or profit: 

(p) all farm buildings with a market valtte of less than 

$500 and all agricultural implements and machinery with a 

market value of less than $100; 

(q) property owned by a nonprofit corporation organized 

to provide facilities primarily for training and practice 

for or competition in international sports and athletic 

events and not held or used for private or corporate gain or 

profit. For purposes of this subsection (q), "nonprofit 

corporation" means an organization exempt from taxation 

under section 501(c) of the Internal Revenue Code and 

incorporated and admitted under the Montana Nonprofit 

Corporation Act. 

(r) provided the tools are owned by the taxpayer, the 

first $15,000 or less of market value of tools that are 

customarily hand-held and that are used to: 

Ii) construct, repair, and maintain improvements to 
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real property: or 

(ii) repair and maintain machinery, equipment, 

appliances, or other personal property; 

(s) harness, saddlery, and other tack equipment; and 

(t) a title plant owned by a title insurer or a title 

insurance producer, as those terms are defined in 33-25-lOSL 

and 

(u) beginning January 1, !!!!. !J94, ~im~er as defined 

in [section 2). 

(2) (a) The term ''institutions of purely public 

charity" includes organizations owning and operating 

facilities for the care of the retired or aged or 

chronically ill, which are not operated for gain or profit. 

(b) The terms "public art galleries" and •public 

observatories" include only those art galleries and 

observatories, whether of public or private ownership, that 

are open to the public without charge at all reasonable 

hours and are used for the purpose of education only. 

(3) The following portions of the appraised value of a 

capital investment made after January l, 1979, in a 

recognized nonfossil form of energy generation, as defined 

in lS-32-102, are exempt from taxation for a period of 10 

years following installation of the property: 

(a} $20,000 in the case of a single-family residential 

dwelling; 
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(b) $100,000 in the case of a multifamily residential 

dwelling or a nonresidential structure.• 

Section 10. Section 15-8-111, KCA, is amended to read: 

•15-8-111. Assess1111ent market value standard 

e%Ceptions. (1) All taxable property must be assessed at 

100\ of its market value except as otherwise provided. 

(2) (a) Market value is the value at which property 

would change hands between a willing buyer and a willing 

seller, neither being under any compulsion to buy or to sell 

and both having reasonable knowledge of relevant facts. 

(b} If the department uses construction cost as one 

approximation of market value, the department shall fully 

consider reduction in value caused by depreciation, whether 

through physical depreciation, functional obsolescence, or 

economic obsolescence. 

(c) Except as provided in subsection(]), the market 

value of all motor trucks; agricultural tools, implements, 

and machinery; and vehicles of all kinds, including but not 

limited to boats and all watercraft, is the average 

wholesale value shown in national appraisal guides and 

manuals or the value of the vehicle before reconditioning 

and profit margin. The department of revenue shall prepare 

valuation schedules showing the average wholesale value when 

no national appraisal guide exists. 

(3) The department of revenue or its agents may not 
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adopt a lower or different standard of value from market 

value in making the official assessment and appraisal of the 

value of property, except: 

la) the wholesale value for agricultural implements and 

machinery is the loan value as sho~n in the Official Guide, 

Tractor and Farm Equipment, published by the national farm 

and power equipment dealers association, St. Louis, 

Missouri; 

lb) for agricultural implements and machinery not 

listed in the official guide, the department shall prepare a 

supplemental manual where the values reflect the same 

depreciation as those found in th~ official guide~ and 

(c) as otherwise authorized in Title 15 and Title 61. 

{4) For purposes of taxation, assessed value is the 

same as appraised value. 

15) The taxable value for all property is the 

percentage of market or assessed value established for each 

class of property. 

(6) The assessed value of properties in 15-6-131 

through 15-6-133 is as follows: 

(a} Properties in 15-6-131, under class one, are 

assessed at 100% of the annual net proceeds after deducting 

the expenses specified and allowed by 15-23-503 or. if 

applicable, as provided in 15-23-515. 

(b) Properties in 15-6-132, under class two, are 

-24- BB 340 



l 

2 

] 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

HB 0340/03 

assessed at 1001 of the annual gross proceeds. 

(c) Properties in 15-6-133, under class three, are 

assessed at 100\ of the productive capacity of the lands 

when valued for agricultural purposes. All lands that meet 

the qualifications of 15-7-202 are valued as agricultural 

lands for tax purposes. 

(d) Prepert¼es Beginning January 1, 1990, and ending 

St!eember--3¼ JUNE 30, 1993, properties in 15-6-143, under 

class thirteen, are assessed at 1001 of the combined 

appraised value of the standing timber and gra2ing 

productivity of the land when valued as timberland. 

(e) Beginning January 1, 1994, properties in 15-6-143, 

under class thirteen, are assessed at lOOt of the forest 

productivity value of the land when va1ued as forest land. 

(7) Land and the improvements thereon are separately 

assessed when any of the following conditions occur: 

{a) ownership of the improvements is different from 

ownership of the land; 

(b) the taxpayer makes a written request; or 

(c) the land is outside an incorporated city or town." 

Section 11. Section 10, Chapter 681, Laws of 1985, is 

amended to read: 

"Section 10. Effective date -- termination date. This 

act is effective January 1, 1986, and, except for ~eeeioft-3 

sections 2 throu.9.!!..._!, terminates January 1, 1991." 
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NEW SECTION. Section 12. Appropriation. (1) There is 

appropriated from the general fund to the department of 

revenue $614,076 to fund the determination of the forest 

productivity value of forest lands required by [section 3]. 

(2) There is appropriated from the general fund to the 

department of revenue $366,762 to administer the provisions 

of [sections 1 through 5 and section 7). 

(3) Notwithstanding the provisions of 17-7-302 through 

17-7-304, the unexpended appropriation in subsection (l) may 

be encumbered for payment in fiscal year 1994. 

(4) Notwithstanding the provisions of 17-7-302 through 

17-7-304, the unexpended appropriation in subsection (2) is 

reappropriated for fiscal year 1994. 

NEIi SECTION. SECTION 13. ASSESSMENT ON PRIVATELY OWN.ED 

TIMBERLANO -- COLLECTION -- DISPOSITION. (1) AN ASSESSMENT 

OF 10 CENTS PER ACRE OR PORTION OF AN ACRE IS IMPOSED ON ALL 

PRIVATELY OWNED TIMBERLAND FOR TAX YEARS 1991 THROUGH 1993. 

THE ASSESSMENT IS IMPOSED ON THE OWNER OF TRE LAND AS OF 

JANUARY 1 OF EACH YEAR. 

( 2) THIS ASSESSMENT IS DONE ON NOVEMBER 30 OF EACH YEAR 

AND MUST BE PAID WITH THE PROPERTY TAX DUE AS PROVIDED IN 

15-16-101. 

(3) (A) BY SEPTEMBER 1 OF EACH YEAR, THE DEPARTMENT OF 

REVENUE SHALL PROVIDE COUNTY TREASURERS WITH A LIST SHOWING: 

ill _ ALL OWNERS OF PRIVATE TIMBERLAND IN THE COUNTY AS 
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OF JANUARY 1 OF THAT YEAR; AND 

i!.!..l THE ~ OF ACRES OF TIMBERLAND o.lNED BY EACH AS 

OF JANUARY l OF THAT YEAR. 

ill THE COIJNTY TREASURER SHALL SEND EACH LISTED OWNER A 

BILL FOR THE ASSESSMENT IMPOSED IN SUBSECTION (l) WITH THE 

PROPERTY TAX NOTICE REQUIRED IN 15-16-101. 

(4) THE COUNTY TREASURER SHALL COLLECT THE ASSESSMENT 

IMPOSED IN SUBSECTION (l) AND REMIT COLLECTIONS TO THE STATE 

TREASURER BY DECEMBER 20 OF EAC!I YEAR, 

(5) THE STATE TREASURER SHALL DEPOSIT ALL COLLECTIONS 

FROM THE ~~SESSJ!.ENT IMPOSED IN SUBSECTION ( l) IN THE GENERAL 

FUND. 

NEW SECTION. Section 14. Codification instruction. 

[Sections l through 5] are intended to be codified as an 

integral part of Title 15, and the provisions of Title 15 

apply to [sections 1 through 5). 

NEW SECTION. Section 15. saving clause. [This act] 

does not affect the rights and duties that matured, 

penalties that were incurred, or proceedings that were begun 

before (the effective date of this act]. 

NEW SECTION. Section 16. Severability. If a part of 

[this act) is invalid, all valid parts that are severable 

from the invalid part remain in effect. If a part of (this 

act} is invalid in one or more of its applications, the part 

remains in effect in all valid applications that are 
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severable from the invalid applications. 

NEW SECTION. Section 17. Applicability retroacti.,.. 

applicability. (1) Except as provided in subsection (2), 

{this act] applies to taxable years beginning after December 

31, 1993. 

12) (Sections 6 and---¼¼, 11, AND 13] apply 

retroactively, within the meaning of l-2-109r to taxable 

years beginning after December Jl, 1990. 

NEW SECTION. Section 18. Effective dates. (1) Except 

as provided in subsections (2) and (3), (this act] is 

effective July 1, 1991. 

I 2) (Sections 6 and--¼¼, ll_,_AND_!_3l and this section 

are effective on passage and approval. 

( 3) [Section 71 is effective January lr 1994. 

NEW SECTION. Section 19. Teraination CONTINGENT 

TERMINATION. (1) UNLESS TERMINATED EARLIER PURSUANT TO 

SUBSECTION (2), (S@ction SECTION 6 and section 10(6)(d)] 

terminate dsnttary-½T-¼994 JULY 1, 1993. 

(2) (SECTION 6 AND SECTION 10(6)(0)] TERMINATE ON APRIL 

1, 1992, UNLESS PRIOR TO THAT TIME, THE DIRECTOR OF REVENUE 

CERTIFIES TO THE REVENUE OVERSIGHT COMMITTEE THAT THE 

DEPARTMENT OF REVENUE HAS BEGUN THE FOREST LANDS VALUATION 

PROCESS SET FORTH IN [SECTION 3], INCLUDING HAVING ENTERED 

INTO A CONTRACT WITH THE UNIVERSITY OF MONTANA FOR THE 

PROVISION OF INFORMATION AND DATA. UPON RECEIPT OF THE 
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CERTIFICATION~ T!{E __ CBAIRHAN OF THE REVENUE OVERSIGHT 

COMMITTEE SHALL PROVIDE A COPY OF THE DOCUMENT TO THE 

SECRETARY OF STATE, 

(3) [SECTION 13] TERMINATES JANUARY 1, 1994. 

-End-
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GOVERNOR'S AMENDMENTS TO 
HOUSE BILL 340 

(REFERENCE COPY, AS AMENDED) 
April 23, 1991 

1. Page 25, line 8. 
Strike: "JUNE 30" 
Insert: "December 31 11 

1. Page 28, lines 16 and 17. 
Following: "·" on line 16 
Strike: remainder of line 16 through "SECTION" on line 17 
Insert: "[Sections" 
Following: 11 611 

Insert: "," 
Strike: "and section" 
Following: "(d)" 
Insert: ", and 13 11 

3. Page 28, lines 15 and 16. 
Strike: "-- CONTINGENT TERMINATION11 

4. Page 28, line 18. 
strike: "JULY 1. 1993" 
Insert: "January 1, ·1994 11 

5. Page 28, line 19 through page 29, line 4. 
strike: subsections (2) and (3) in their entirety 
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AN ACT TO GENERALLY REVISE THE TAXATION OF PRIVATE FOREST LANDS; 

DEFINING FOREST LAND AND FOREST PRODUCTIVITY VALUE; REQUIRING THE 

DEPARTMENT OF REVENUE TO VALUE FOREST LANDS OF 15 ACRES OR MORE ON 

THE BASIS OF PRODUCTIVITY BY CAPITALIZING THE NET INCOME OF FOREST 

LAND; AUTHORIZING THE DEPARTMENT OF REVENUE TO ESTABLISH FOREST 

VALUATION ZONES; PROVIDING FOR A TRANSITION PERIOD IN THE TAXATION 

OF FOREST LANDS BY EXTENDING THE TERMINATION DATE OF CLASS 

THIRTEEN PROPERTY; PROVIDING THAT CLASS THIRTEEN WILL APPLY TO THE 

TAXATION OF FOREST LANDS BEGINNING JANUARY 1, 1994; EXEMPTING 

TIMBER FROM AD VALOREM PROPERTY TAXATION; IMPOSING AN ASSESSMENT 

ON ALL PRIVATELY OWNED TIMBERLAND; PROVIDING AN APPROPRIATION; 

AMENDING SECTIONS 15-1-101, 15-6-143, 15-6-201, AND 15-8-111, MCA, 

AND SECTION 10, CHAPTER 681, LAWS OF 1985; AND PROVIDING EFFECTIVE 

DATES, APPLICABILITY DATES, AND A TERMINATION DATE. 

WHEREAS, the Department of Revenue does not have adequate 

resources to properly administer the existing standing inventory 

method of taxii1g forest lands; and 

WHEREAS, the standing inventory method of taxing forest lands 

encourages landowners to harvest timber without regard to good 

forest management; and 

WHEREAS, the valuation of forest lands in Montana is often 

based on outdated information; and 

WHEREAS, the Forest Taxation Subcomrni t tee of the Reven-...ie 

Oversight Committee found that the focest productivity method of 

~.,,, ,..,,mw• <ounc• 
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taxing forest lands encourages good forest management and is a 

more equitable method of taxing forest lands; and 

WHEREAS, the forest productivity method of -taxing forest lands 

is in the long run easier and less costly to administer than the 

standing inventory method; and 

WHEREAS, the Forest Taxation Subcommittee of the Revenue 

Oversight Committee recommends that forest lands be taxed on the 

basis of productivity; and 

WHEREAS, it is the intent of the Legislature to implement the 

recommendation of the Forest Taxation Subcommittee of the Revenue 

Oversight Committee. 

THEREFORE, it is the purpose of this bill to implement the 

recommendation to change the method of taxing forest lands in the 

state. 

STATEMENT OF INTENT 

A statement of intent is required for this bill because the 

department of revenue is granted authority to adopt rules for the 

administration and enforcement of the forest productivity method 

of taxing forest lands. 

The legislature contemplates that rules adopted by the 

department should1 at a minimum, address the following: 

(1) guidelines for information that must be contained in the 

statement of i1!:~nt s~bmitted ~y tne forest landowner as provide~ 

tor in [secti0n 2(5){b)J; 
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(2) the form to be used by the forest landowner for the 

statement of intent; 

(3) the procedures for determining appropriate forest 

valuation zones and for computing forest lar.d valuation schedules; 

(~) the notification of landowners who may be eligible for 

forest land classification under this bill; 

(5) the process by which a landowner may appeal the valuation 

of the owner's forest land; and 

(6) the definition of terms and establishment of procedures 

as appropriate for the efficient adminis~ration of the forest 

productivity method of taxation. 

In determining forest productivity values and in computing 

Eorest land valuation schedules, the department shall use the 

assistance of the university of Montana. The ~egislature also 

intends that, in implementing this bill~ the department seek the 

advice of the department of state lands, landowners of private 

forest lands, the timber industry, and local governments. 

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

Section l. Short title. [Sections 1 through SJ may be cited 

as the "Forest Lands Tax Act". 

Section 2. Definitions. For the purposes of {sections 1 

through SJ, unless the context requires ctner~ise, the following 

jef-~~:~2-s a~ply: 

( l) "Culmination of mean annual inc.remer:.t" means the point of 
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optimum net wood production on an acre of forest land. 

(2) "Cultivated Christmas trees" means Christmas trees that 

are grown on land prepared by intensive cultivation and tilling, 

such as by plowing or turning over the soil, and on which all 

unwanted plan~ growth is controlled for the exclusive purpose of 

raising Christmas trees. 

(3) "Department" means the department of revenue. 

(4) "Forest" means forest land and the timber on the land. 

(5) "Forest land" means contiguous land of 15 acres or more 

in one ownership that is capable of producing timber that can be 

harvested :n commer~ial quantity and is producing timber unless 

the trees have been removed by man through harvest, including 

clearcuts, or by natural disaster, including but not limited to 

fire. Forest land includes land: 

(a) that has not been converted to another use; or 

(b} that has a dedicated use that is evidenced by a statement 

of intent by the owner for the eventual harvest of timber. 

(6) "Forest productivity value" means the value of forest 

land for assessment purposes, which value is determined only on 

the basis of its ability to produce timber, other forest products, 

and associated agricultural products through an income approach 

provided for in [section 3]. 

{7) "Harvest" means an activity related to the cutting or 

~emcva~ cf timber for use or sale as a forest pr~duct. 

( 8 I "Landowner" means an individual, corporation, 
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association, company, firm, joint venture, syndicate, or trust. 

(9} "Mean annual net wood production" means the average net 

usable volume of wood l acre of forest land will grow in l year 

under average current and actual forest conditions and under 

current and reasonable management practices for each forest 

valuation zone established under [section 3}. 

(10) "Stumpage value" means the amount that timber would sell 

for under an arm's-length transaction made in the ordinary course 

of business, expressed in terms of dollars per unit of measure. 

(11) "Timber" means all wood growth on privately owned land, 

mature or immature, alive or dead, 

capable of furnishing raw material used 

standing or down, that is 

in the manufacture of 

lumber or other forest products. The term does not include 

cultivated Christmas trees. 

Section 3. Legislative intent -- value of forest lands 

valuation zones. (1) In order to encourage landowners of private 

forest lands to retain and improve their holdings of forest lands, 

to promote ~etter forest practices, and to encourage the 

investment of capital in reforestation, forest lands must be 

classified and assessed under the provisions of this section. 

(2) The forest productivity value of forest land must be 

determined by: 

(a) capitalizing the value of the mean annual net wood 

prod~ction at the culmi~ation of mean annual increment ~lus vrher 

agriculture-related income, if any; less 
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(b) annualized expenses, including but not limited to the 

establishment, protection, maintenance, improvement, and 

management of the crop over the rotation period. 

(3) ~o determine the forest productivity val~e of forest 

lands, the department shall: 

(a) divide the state into appropriate forest valuation zones, 

with each zone designated so as to recognize the uniqueness of 

marketing areas, timber types, growth rates, access, operability, 

and other pertinent factors of that zone; and 

(b) establish a uniform system of forest land classification 

that takes in~o consideration the productive capacity of t~e site 

to grow forest products and furnish other associated agricultural 

uses. 

(4) In computing the forest land valuation schedules for each 

forest valuation zone to take effect on January 1, 1994, the 

department shall determine the productive capacity value of all 

forest lands in each forest valuation zone using the formula 

V = I 1'R, where: 

(a) Vis the per-acre forest productivity value of the forest 

land; 

(b) I is the per-acre net income of forest lands in each 

valuation zone and :s determined by the department using the 

formula I= (M x SV) + Al - C, where: 

' l I 1s t~e per-ac:e net income; 

tii} Mis the mean annual net wood production; 
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(iii) SV is the stumpage value~ 

{iv) AI is the per-acre agriculture-related income; and 

(v) C is ~he per-unit cost of the forest product and 

agricultaral product produced, if any; and 

(c) R is Lhe capitalization rate determined by the department 

as provided in subsection {6). 

(5) Net income must: 

{a) be calculated for each year of a base period, which 1s 

the most recent S-year period for which data is available; 

(b) be based on a rolling average of stumpage value of timber 

harvesced within the forest valuation zone a~d on the associated 

production cost data for the base period from sources considered 

appropriate by the department; and 

{c) include agriculture-related net income for the same time 

period as the period used to determine average stumpage values. 

(6) The capitalization rate must be calculated for each year 

of the base period and is the annual average interest rate on 

agricultural loans as reported by the federal land bank 

association of Spokane, Washington, plus the effective tax rate . 

(7) The effective tax rate must be calculated for each year 

of the base period by dividing the total estimated tax due on 

forest lands subject to the provisions of this section by the 

rotal forest value of those lands. 

. 81 ~~r :he p~rposes of this sect:2~, :f £2:~s: se:~ice sa:es 

c~e used in the determination of stumpage va~ues, the department 
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shall take into account purchaser road credits. 

(9) In determining the forest productivity value of forest 

lands and in computing the forest land valuation schedcles, the 

department shall use information and data provided oy the 

university of Montana. 

Section 4. Reduction in valuation on forest lands for trees 

destroyed by natural disaster. (1) Forest lands upon which, at any 

time after December 31, 1993, trees are destroyed by fire, 

disease, insect infestation, or other natural disaster so that the 

l"ands affected will not meet minimum stocking requirements are 

eligible for a reduction in value for the first 20 tax years 

following the loss. 

(2) If a landowner shows to the department's satisfaction 

that the landowner's forest lands have been destroyed as provided 

in subsection (1), the department shall reduce the value of the 

forest land by 50% of the original forest productivity value per 

year. 

Section 5. Administration -- rules. The department shall: 

(1) administer and enforce the provisions of [sections l 

through 5]; 

{2) arrange for the preparation and distribution of forms and 

information necessary to administer the provisions of [sections 1 

through S]; and 

l3) pr~mulgate rules neces~a:y ~~ ddminister and enf~rce ~he 

provisions of [sections l through S]. 
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Section 6. Section 15-6-143, MCA, is amended to read: 

•is-6-143. (Temporary) Class thirteen property -- description 

taxable percentage. 

timberland. 

(1) Class thirteen property includes all 

(2) Timberland is contiguous land exceeding 15 acres 1n one 

ownership that is capable of producing timber that can be 

harvested in commercial quantity. 

(3) Class thirteen property is taxed at the-pereenta~e-rete 

upn _!! of the combined appraised value ~f the standing timber and 

grazing productivity of the property. 

t4t--Per---texab±e---yeers--beginning--a8ntlary--±,--i986,--aftd 

thereafter,-the-taxable-pereenta9e-rate-llPll--appiieab±e--te--e¼ass 

th¼rteen--preperty--±s--38%fB,--where-B-±s-the-eerti£±ed-statewide 

pereenta~e-inerease-to-be-determ±ned-ey-tfte-department-0£--reventte 

as--pro~ided--±n--sttbseetion--tSt•-~he-taxae¼e-~ereentage-rate-upu 

sha±±-be-rottnded-downward--to--the--nearest--8.6¼%--and--sha¼i--be 

ea±ett¼ated-by-the-department-be£ore-Jtt¼y-¼,-¼986• 

tSt--tat-Prior-to-dtt¼y-i,-¼986,-the-department-shai¼-determine 

the--eerti£±ed--statew±de--~ereentage--±nere8se-£or-eiass-thirteen 

property-ttsin9-the-£ormtt¼a-B-•-M/¥,-vhere~ 

t±t--M-±s-the-appra±sed-vaitte,-as-0£-danHary-±,-¼986,--0£--aii 

property--±n-the-state7-exei~ding-ttse-ehan9es-oeettrr±ng-dttr±n9-the 

preeed±ng-year,-elass±£ie0-ttnder-elass-th±rteen-a~-eie~s--th±rteen 

i~-de~er±hed-±n-t~±~-~eet±on7-~nd 

ti±t-¥--±s--t~e-appra±~ed-vaitte7-os-0£-d~nttary-¼1-±98S,-e£-a¼i 
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property-±n-t~e-state-that,--as--o£--aanttary--i,--~986,--wottid--be 

eiassi£ied--ttnder-e¼as~-thirteen-as-e¼ass-eh±rteen-i~-aeseribed-in 

t~±s-seet±ono 

tbt--B-s~ai~-be-ronnded-downward-to-th~-neer~~e-8,eeS¼IT 

t6t--After-att¼y-¼,-¼9867-no-od;~stme~t--may--Oe--maee--by--the 

departfflene--to--the--taxab±e-pereente~e-rate-upu-ant±¼-o-~a¼ttat±on 

has-been-made-as-pro~ided--±n--15-~-iii,--t~e~minates--Oanttary--+, 

i99¼--9eeT-l87-BhT-68i7-bT-l985Tt" 

Section 7. Section 15-6-143~ MCA, is amended to read: 

•is-6-143. t~em~oraryt Class thirteen property -- d~cription 

taxable percentage alternative c:assificat~~~~ tit-e¼as~ 

t~irteen-pro~erty-ine¼ttdes-a¼¼-t±mber¼ando 

t%t--T±mber¼and-±s-eont±gttotts-land-exeeedi"g-¼5-aeres--±n--one 

ownersh±p--that--±s--eapobie--of--prodttein9--e~mber--~hae--ean--be 

harvested-±n-eolftll\ereia±-qttant±tyo 

t3t--€iass--th±rteen--property-is-taxed-ae-ehe-pereentage-reee 

•pu-or-the-eomb±ned-appraised-va¼tte-0£--the--stonding--t±mber--and 

graztng-pred~ct±v±ty-of-the-property• 

t4t--Por---texabie---yeers--beg±nning--3an~ary--~,--¼986,--and 

theree£ter,-the-taxable-pereentege-rate-upu--app¼±eabie--to--eiess 

th~rteen--property--i~--38%fB7 --where-B-±~-~ne-eerti~±ee-st8tew±de 

~ereentage-ine~ee~e-to-be-determ±ned-by-the-department-of--~eventte 

o~--pre~ided--in--stlbseet±on--t5t,-~he-tox~b~e-~eree~tege-rete-upu 

~~~==-ee-~e~nded-dew~wBrd--te--the--~e~res~--a7e±~--and--s~aTT--be 

~~ictli~~e~-by-the-department-be£ore-dttiy-i,-¼966o 
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t5t--tat-Prior-to-dttiy-±,-i9867-the-department-9haii-Oeterm±ne 

~he--eert±£±ed--9tatew±de--pereenta9e--±ncrease-£or-c±as9-thirteen 

property-u9±~g-the-£ormtt±a-B---Hf¥7-whereT 

t±t--M-±~-the-appra±se0-¥aitte,-a~-of-aanttary-±,-±9861--of--a±T 

property--±n-the-state,-exeittd±ng-~se-ehanges-oeetlrr±~9-dtlr±ng-the 

preced±n9-year,-eiassi£±ed-ttnder-eia9s-th±rteen-as-e±ass--th±rteen 

±s-deser±hed-±n-th±s-seee±on7-and 

t±±t-¥--¼9--the-appra±sed-~ai~e7-as-ef-aanttary-±,-±985,-o£-a±± 

p~o~erty-±n-the-state-that 7 --as--0£--aenttery--i7--±~86,--wottld--he 

eless±f±ed--ttnder-ciess-th±rteen-as-e±ess-th±rteen-±s-deser±bed-in 

ehis-9ecetono 

tbt--B-sha±¼-be-rottnded-downward-to-the-neare~t-9,996±%, 

t6t--After-OttTy-T,-¼9867-no-adjtt~tfflent--may--be--Ma~e--by--the 

depa~tment--to--tne--taxab¼e-pereentage-rete-upn-ttnt¼±-e-va!ttation 

has-been-made-e~-provided--in--15-1-l±ia--f~erminetes--aantlary--±, 

t99t--,ec.-ie,-eh.-68t,-b.-t985.t 

(l) Class thirteen property includes all forest lands as 

defined in {section 2]. 

(2} Class thirteen property is taxed at the percentage rate 

npn of its forest productivity value. 

(3) For taxable years beginning January 1, 1994r and 

thereafter, the taxable percentage rate "P" applicable to class 

:hirteen property is 4\/B, where Bis the certified statewide 

oerce~taae lncrease tc be dete~mi~ed by the deoa~:men~ ~~ ~evenue 

as £rovided in subsection (4). The taxable percentage rate ''P'' 
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must be rounded downward to the nearest 0.01\ and must be 

calculated by the department before July 1, 1994. 

(4) (a) Prior to July 1, 1994, the department shall determine 

the certified statewide percentage increase for class thirteen 

property using the formula B = X/Y, where: 

(i) Xis the appraised value, as of January 1, 1994, of all 

property in the state, excluding use changes occurring during the 

preceding year, classified under class thirteen as class thirteen 

is described in this section; and 

tii) Y is the appraised value, as of January 1, 1993, of all 

property in the state that would be classified under class 

thirteen as class thirteen is described in this section as this 

section reads in 1993. 

(b) B must be rounded downward to the nearest 0.0001\." 

Section 8. Section 15-1-101, MCA, is amended to read: 

"15-1-101. Definitions. (1) Except as other~ise specifically 

provided, when terms mentioned in this section are used in 

connection with taxation, 

manner: 

they are defined in the following 

(a) The le-rm ''agriculturaln refers 

livestock, poultry, bees, and other species 

to the raising of 

of domestic animals 

and wildlife in domestication or a captive environment, and the 

raising of field crops, fruit, and other animal and vegetable 

matter f~r food or fiber. 

(b) The term nassessed value'' means the value of property as 
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defined in 15-8-111. 

(c) The term "average wholesale value" means the value to a 

dealer prior to reconditioning and profit margin shown in national 

appraisal guides and manuals or the valuation schedules of the 

department of revenue. 

(d) (i) The term "commercial'1
, when used to describe 

property, means any property used or owned by a business, a trade, 

or a nonprofit corporation as defined in 35-2-102 or used for the 

production of income, except that property described in subsection 

{ii). 

(ii) The following types of property are not commercial: 

(A} agricultural lands; 

(B) timberlands and, beginning January 1, 1994, forest lands; 

(C) single-family residences and ancillary improvements and 

improvements necessary to the function of a bona fide farm, ranch, 

or stock operation; 

(D) mobile homes used exclusively as a residence except when 

held by a distributor or dealer of trailers or mobile homes as his 

stock in trade; 

(E) all property described in 15-6-135; and 

{F) all property described in 15-6-136. 

(e) The term "comparable property" means property that has 

similar use, function, and utility; that is influenced by the same 

set of economic trends and physical, governmental, and soci~l 

factors; and that has the potential of a similar highest and best 
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use. 

{f) The term ''credit" means solvent debts, secured or 

unsecured, owing to a person. 

{g) The term "improvements" includes all buildings, 

structures, fences, and improvements situated upon, erected upon, 

or affixed to land. When the department of revenue or its agent 

determines that the permanency of location of a mobile home or 

housetrailer has been established, the mobile home O[ housetrailer 

is presumed to be an improvement to real property. A mobile home 

or houset~ailer may be determined to be permanently located only 

when it is attached to a foundation ~hich cannot feasibly be 

relocated and only when the wheels are removed. 

(h) The term ''leasehold improvements" means improvements to 

mobile homes and mobile homes located on land owned by another 

person. This property ~s assessed under the appropriate 

classification and the taxes are due and payable in two payments 

as provided in 15-24-202, Delinquent taxes on such leasehold 

improvements are a lien only on such leasehold improvements. 

(i) The term "livestock" means cattle, sheep, swine, goats, 

horses, mul~s, ~nd asses. 

(j) The term "mobile home" means forms of housing known as 

''trailers 11
, ''housetrailers", or ''trailer coaches'' exceeding 8 feet 

in widtt\ or 45 teet in length, designed co De moved from one place 

t0 ..in,~th~r by dll t11dep~nJ.e!1t pt)wer connect.ed to them. or any 

''Lrail~r·•, ~housetrailer'', or ·•~railer coach'1 up to 8 feet in 
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width or 45 feet in length used as a principal residence. 

(k) The tetrn "personal property" includes everything that is 

the subject of ownership but that is not included within the 

meaning of the terms "real estate" and "improvements". 

(1) The term "poultry" includes all chickens, turkeys, geese, 

ducks, and other birds raised in domestication to produce food or 

feathers. 

(m) The term ''property" includes moneys, credits, bonds, 

stocks, franchises, and all other matters and things, real, 

personal, and mixed, capable of private ownership. This definition 

must not be construed to authorize the taxation of the stocks of 

any company or corporation when the property of such company or 

corporation represented by the stocks is within the state and has 

been taxed. 

The term ''real est~te" includes: (n) 

( i) the possession of, claim to, ownership of, or right to 

the possession of land; 

(ii) all mines, minerals, and quarries in and under the land 

subject to the provisions of 15-23-501 and Title 15, chapter 23, 

part 8; all timber belonging to individuals or corporations 

growing or being on the lands of the United States; and all rights 

and privileges appertaining thereto. 

(o) "Research and jevelopment firm" means an entity 

incorporated under the laws of tnis 5tate or a foreign corpora~~~n 

authorized to do business in this state who~e principal purpose 1s 
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to engage in theoretical analysis, exploration, and 

experimentation and the extension of investigative findings and 

theories of a scientific and cechnical nature into practical 

application for experimental and demonstration purposes, including 

the experimental production and testing of models, devices, 

equipment, materials, and processes. 

(p) The term "taxable value" means the percentage of market 

or assessed value as provided for in Title 15, chapter 6, part l. 

(q) The term "weighted mean assessment ratio" means the total 

of the assessed values divided by the total of the selling prices 

of all area sales in the stratum. 

( 2) The phrase "municipal corporation" or 11 municipality" or 

"taxing unit 1
' shall be deemed to include a county, city, 

incorporated town, township, school district, irrigation district, 

drainage district, or any person, persons, or organized body 

authorized by law to establish tax levies for the purpose of 

raising public revenue. 

(3} The term "state board" or ''board'' when used without other 

qualification shall mean the state tax appeal board." 

Section Y. Section 15-6-201, MCA, is amended to read: 

•1s-6-20la Exempt categoriesa (1) The following categocies of 

property are exempt from taxation: 

(a) the property of: 

( l ) the United States, tt1e :::.t.::1te, co1111ties, cities, towns, 

school districts, except, if congress passes legi~lation that 
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allows the state to tax propecty owned by an agency created by 

congress to transmit or distribute electrical energy, the property 

constructed, owned, or operated by a public agency created by the 

congress 

privately 

to transmit or distribute electric energy produced at 

owned generating facilities (not including rural 

electric cooperatives); 

(ii) irrigation districts organized under the laws of Montana 

and not operating for profit; 

(iii) municipal corporations; and 

(iv) public libraries; 

(b) buildings, with land they occupy and furnishings therein, 

owned by a church and used for actual religious worship or for 

residences of the clergy, together with adjacent land reasonably 

necessary for convenient use of the buildings; 

(c) property used exclusively for agricultural and 

horticultural societies, for educational purposes, and for 

nonprofit health care facilities, as defined in 50-5-101, licensed 

by the department of health and environmental sciences and 

organized under Title 35, chapter 2 or 3. A health care facility 

that is not licensed by the department of health and environmental 

sciences and organized under Title 35, chapter 2 or 3, is not 

exempt. 

(d) 

( i) 

property that meets the following conditions: 

is owned and held by a11y association or corporation 

::crga.nized under Title 35, chapter 2, 3, 20, or 21; 
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(ii} is devoted exclusively to use in connection with a 

cemetery or cemeteries for which a permanent care and improvement 

fund has been established as provided for in Title 35, chapter 20, 

part 3; and 

(iii) is not maintained and operated for private or corporate 

profit; 

(e) institutions of purely public charity; 

(f) evidence of debt secured by mortgages of record upon real 

or personal property in the state of Montana; 

(g) public art galleries and public observatories not used or 

held for private or corporate profit; 

(h) all household goods and furniture, including but not 

limited to clocks, musical instruments, sewing machines, and 

wearing apparel of members of the family, used by the owner for 

personal and domestic purposes or for furnishing or equipping the 

family residence; 

(i) a truck canopy cover or topper weighing less than 300 

pounds and having no accommodations attached. This property is 

also exempt from taxdtion under 61-3-504(2) and 61-3-537. 

{j} a bicycle, as defined in 61-1-123, used by the owner for 

personal transportation purposes; 

( k) 

( 1) 

,ml 

motor homes, travel trailers, and campers; 

all watercraft; 

1.J.nd, t.lxtures, LH1ild1ng:.:>, and improvements own~d by a 

~00perat1ve association 0r nonprofit corporation organized to 
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furnish potable water to its members or customers for uses other 

than the irrigation of agricultural land; 

(n) the right of entry that is a property right reserved in 

land or received by mesne conveyance (exclusive of leasehold 

interests), devise, or succession to enter land whose surface 

title is held by another to explore. prospect, or dig for oil, 

gas, coal, or minerals; 

(o) property owned and used by a corporation or association 

organized and operated exclusively for the care of the 

developmentally disabled, mentally ill. or vocationally 

handicapped as defined in 18-5-101, which is not operated for gain 

or profit; 

(p) all farm buildings ~ith a market value of less than $500 

and all agricultural implements and machinery with a market value 

of less than $100; 

(q) ptoperty c~ned by a nonprofit corporation organized to 

provide facilities primarily for training and practice for or 

competition in international sports and athletic events and not 

held or used for private or corporate gain or profit. For purposes 

a:: this subsection (q), "nonprofit corporation'1 means an 

organization exempt from taxation under section 50l(c) of the 

Internal Revenue Code and incorporated and admitted ur'J.'der the 

Montana Nonprofit Corporation Act. 

(r) provided the tools .1re .~wned ~y tne taxpayer, the first 

$15,000 or less af market value of teals that are customarily 
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hand-held and that are used to: 

(i) construct, repair, and maintain improvements to real 

property; or 

(ii) repair and maintain machinery, equipment, appliances, or 

other personal property; 

(s) harness, saddlery, and other tack equipment; aftd 

(t) a title plant owned by a title insurer or a title 

insurance producer, as those terms are defined in 33-25-105; and 

(u) beginning January 1, 1994, timber as defined in (section 

l.l· 
(2) (a) The term ''institutions of purely public charity'' 

includes organizations owning and operating facilities for the 

care of the retired or aged or chronically ill, which are not 

operated for gain or profit. 

(b) The terms "public art galleries'' and ''public 

observatories" include only those art galleries and observatories, 

whether of public or private ownership, that are open to the 

public without charge at all reasonable hours and are used for the 

purpose of education only. 

(3) The fullowing portions of the appraised value of a 

capital investment made after January 1, 1979, in a recognized 

nonfossil form of energy generation, as defined in 15-32-102, are 

eKempt from taxation for a period of 10 years following 

Ltlstalldtion of the property: 

{a} $20,000 in the case of a single-family residential 
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(b) $100,000 in the case of a multifamily 

dwelling or a nonresidential structure." 

HB 0340 

residential 

section 10. Section 15-8-111, MCA, is amended to read: 

•15-8-111. Assessment -- market value standard -- exceptions. 

( 1 l All taxable property must be assessed at 100\ of its market 

value except as otherwise provided. 

(2) (a) Market value ls the value at which property would 

change hands between a willing buyer and a willing seller, neither 

being under any compulsion to buy or to sell and both having 

reasonable knowledge of relevant facts. 

(b) If the department uses construction cost as one 

approximation of market value, the department shall fully consider 

reduction in value caused by depreciation, whether through 

physical depreciation, functional obsolescence, or economic 

obsolescence. 

(c) Except as provided in subsection (3), the market value of 

all motor trucks; agricultural tools, implements, and machinery; 

and vehicles of all kinds, including but not limited to boats and 

all watercraft, is the average wholesale value shown in national 

appraisal guides and manuals or the value of the vehicle before 

reconditioning and profit margin. The department of revenue shall 

prepare valuation schedules showing the average wholesale value 

when no national appraisal guide exiSts. 

(3) The department of revenue or its agents may not adopt a 
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lower or different standard of value from market value in making 

the official assessment and appraisal of the value of property, 

except: 

(a) the wholesale value 

machinery is the loan value 

Tractor and Farm Equipment, 

as 

for agricultural implements and 

shown in the Official Guide, 

published by the national farm and 

power equipment dealers association, St. Louis, Missouri; 

{b) for agricultural implements and machinery not listed in 

the official guide, the department shall prepare a supplemental 

manual where the values reflect the same depreciation as those 

found in the official guide; and 

(c) as otherwise authorized in Title 15 and Title 61. 

(4) For purposes of taxation, assessed value is the same as 

appraised value. 

(5) The taxable value for all property is the percentage of 

market or assessed value established for each class of property. 

(6) The assessed value of properties in 15-6-131 through 

15-6-133 is as follows: 

(a) Properties in 15-6-131, under class one, are assessed at 

100% of the annual net proceeds after deducting the expenses 

specified and allowed by 15-23-503 or, if applicable, as provided 

in 15-23-515. 

lb) Properties in 15-6-132, under class two, are assessed at 

.llt)1 ot t!1e annual gross proceed~. 

1c) Properti~s in 15-6-133, under class three, are assessed 
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at 100% of the productive capacity of the lands whe11 valued for 

agricultural purposes. All lands that meet the qualificdtions of 

15-7-202 are valued as agricultural lands for tax purposes. 

(d} P~op~rt±e~ Beginning January 1, 1990, and ending December 

31, 1993, properties in 15-6-143, under class thirteerc, are 

assessed at 100% of the combined appraised value of the standing 

timber and gra~ing productivity of the land when valued as 

timberland. 

(e) Beginning January 1, 1994, p.roperties in 15-6-143, under 

class thirteen, are assessed at 100\ of the forest productivity 

value of the land when valued as forest land. 

( 7) r~and and the improvements thereon are separately assessed 

when any of the following conditions occur: 

{a) ownership of the improvements is different from ownership 

of the land; 

(b) the taxpayer makes a written request; or 

{c) the land is outside an incorporated city or town." 

Section 11. Section 10, Chapter 681, Laws of 1985, is amended 

to read: 

"Section 10. Effective date -- termination date. This act is 

effective January 1, 1986, and, except for ~eetioft-3 sections 2 

through 4, terminates January 1, 1991." 

Section 12. Approp.riation. {l) There is app:-opriated from the 

~~neral fund to the departme11t 0t reve~ue $614,076 to fund the 

J~lerm1nation of the forest productlvity value of forest lands 
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required by (section 3]. 

(2) There is appropriuted from the general fund to the 

department of revenue $366,762 to administer the provisions of 

(sections 1 through 5 and section 7]. 

(3) Notwithstanding the provisions of 17-7-302 through 

17-7-304, the unexpended appropriation in subsection (1) may be 

encumbered for payment in fiscal year 1994. 

{4) Notwithstanding the provisions of 17-7-302 through 

17-7-304, the unexpended appropriation in subsection (2) is 

reappropriated for fiscal year 1994. 

Section 13. Assessment on privately owned timberland 

collection disposition. {l) An assessment of 10 cents per acre 

or portion of an acre is imposed on all privately owned timberland 

for tax years 1991 through 1993. The assessment is imposed on the 

owner of the land as of January 1 of each year. 

(2) This assessment is done on November 30 of each year and 

must be paid with the property tax due as provided in 15-16-101. 

(3) (a) By September 1 of each year, the department of 

revenue shall provide county treasurers with a list showing: 

(i) all owners of private timberland in the county as of 

January 1 of that year; and 

(ii) the number of acres of timberland owned by each as of 

January l of that year. 

(bl The county treasurer sl1all ~er1d each listed owner a hill 

c.::r the assessment imposed in subsection (1) with the property tax 
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notice required in 15-16-101. 

(4) The county treasurer shall collect the assessment imposed 

in subsection (1) and remit collections to the state treasurer by 

December 20 of each year. 

(5) The state treasurer shall deposit all collections from 

the assessment imposed in subsection (l) in the general fund. 

Section 14. Codification instruction. [Sections 1 through 51 

are intended to be codified as an integral part of Title 15, and 

the provisions of Title 15 apply to [sections l through 5]. 

Section 15. Saving clause. (This actJ does not affect the 

rights and duties that matured, penalties that were incurred, or 

proceedings that were begun before (the effective date of this 

act], 

Section 16. Severability. If a part of [this act) is invalid, 

all valid parts that are severable from the invalid part remain in 

effect. If a part of {this act] is invalid in one or more of its 

applications, the part remains in effect in all valid applications 

that are severable from the invalid applications. 

Section 17. Applicability -- retroactive applicability. (1) 

Except as provided in subsection (2), (this act] applies to 

taxable years beginning after December 31, 1~93. 

(2) [Sections 6, 11, and 13] apply retroactively, within the 

meaning of 1-2-109, to taxable years beginning after December 31, 

1990. 

Section 18. Effective dates. (l} C;(cept as provided 1n 
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subsections (2) and (3), [this act] is effective July 1, 1991. 

(2) [Sections 6, 11, and 13) and this section are effective 

on passage and approval. 

(3) [Section 7] is effective January 1, 1994. 

Section 19. Termination. [Sections 6, 10(6)(d), and 13) 

terminate January 1~ 1994. 
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