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BY REQUEST OF THE REVENUE OVERSIGHT COMMITTEE

A BILL FOR AN ACT ENTITLED: "AN ACT TO GENERALLY REVISE THE
TAXATION QF PRIVATE FOREST LANDS; DEFINING FOREST LAND AND
FOREST PRODUCTIVITY VALUE; REQUIRING THE DEPARTMENT OF
REVENUCE 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; PROVIDING THAT LAND MUST BE
CLASSIFIED AS AGRICULTURAL LAND IF ITS GRAZING VALUE IS
GREATER THAN ITS FOREST PRODUCTIVITY VALUE; EXEMPTING TIMBIR
FROM AD VALOREM PROPERTY TAXATION; PROVIDING AN
APFROFPRIATION; 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
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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often based on outdated information; and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 1is 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 starding 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 1is the intent of the Legislature to
implement the recommendat ion 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

—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:

{1l) guidelines for information that must be contained
ir 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 waluation
schedules;

{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 bili,
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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 MONTAMNA:

NEW SECTION. Section 1. Short titile, [Sections 1

through 5] 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:

(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 acres or
more in one ownership that is capable of producing timber
that can be harvested in commercial guantity 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 value" means the value of
forest land for assessment purposes, which value is
determined only on the basis of 1its ability to preduce
timber, other forest products, and associated agricultural
products through an income approach provided for in [section
31.

(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, jolnt venture, syndicate, or
trust.

(%) “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 reasconable 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.

{11) "Timber" means all wood growth on privately owned
land, mature or immature, alive or dead, standing cr down,
that 1is capable of furnishing raw material used in the
manufacture of lumber or other forest prcducts. The term
dees not include cultivated Christmas trees.

NEW SFCTION. Section 3. ILegislative intent —— value of

forest lands —— valuation zones. {1} In order to encourage
landowners of private forest lands to retain and improve
their holdings o¢f 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 crep over the rotation period.

(3) To determine the forest productivity value of
forest lands, c¢he department shall:

{a} divide the state into appropriate forest wvaluation

-6
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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 wuniform system of forest land
classification that takes into consideration the productive
capacity of the site to grow forest products and furnish
other asscciated agricultural uses.

(4) In computing the faorest 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 1lands in each forest valuation zone
using the formula Vv = 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 1is determined by the department
using the formula I = (M X SV) + AL ~ C, where:

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

{ii) M is the mean annual net wood production;

(iii) SV is the stumpage value;

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

(v) € is the per-unit cost of the forest product and
agricultural product preoduced, 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:

(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 pericd 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

-B-
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forest lands and in computing the forest land wvaluation
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 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:

{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

enforce the provisions of [sections 1 through 5}.

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

"15-6-143. (Temporary) Class thirteen property -
description -- 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 the-percentage
rate-%pP! 3.84% of the combined appraised wvalue of the
standing timber and grazing productivity of the property.

t43-—Por-—taxable--years--baginning-dJannary-17-19867-and
thereafter;~the-taxabte-percentage-rate--4pi-—appiicable--to
ciass--thirteen--property-is-30%/B;-where-B-ts-che-certifiad
statewide--percentage--inerease--to--be--determined--by--the
depﬁrtment—of—revenueﬂas-p:ovided——in—-subsectien—~f5+r—-The
taxabie-percentage-rate-*P'-shaiti-be-rovnded-deawnward-to-the
nearest--6-9t%——and--shatt--be--carentated-by-the-department
before-duiy-7-1986+

t5F-—tay-Prior-te-Juty-17y--13867- -the--department--shatl
determine——the--certified——statewide-percentage-inecrease—£for
ciass-thirteen-property-using-the-formuia-B-=-¥K/¥;-whare=-

tt3--H-ts-the-appraised-value;-as-of-January-1;-13867-0of
ati-property-tn-the-stete;-sxcinding-nse-—-changes--occurring
during--the--preceding-y=ary-classified-under-ciass-thirteen

as-ctass-thirteen-i9-described-in-this-section;-and
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tii}-¥-ts-the-appraised-value;-as-of-Fanuary-17-19855-0f
ati-properey-in-the-state-thaty-as-of-danmary-1;-19867-wonid
be-ctasstfred-under-class——-thirteen--as--class--thirteen--ia
deseribed-in-this-sections

tby--B-shati-be-rounded-downward-to-the-nearesc-6+-000%1% -

t6y--Afber--duiy-—-17--19867-no-adivatment-may-be-made-by
eha-department-to-the-taxabte-percentage-rate-—Lph-—pnmtii—-a
veination-has-been-made-as-provided-in-i5-3-ititiv-tFferminates
danuary-1+-1991--sec:-105-C€h--68%7-br-19853"

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

*15-6-143. +{Tempoerary?} Class thirteen property --

description - taxable percentage - alternative

classification. {1y-—-€tasa--thirtesn--property-inctudes-ati
timbariand-
t23--FPimbertand-+s-contiguans-tand-exsending-iS5-acres-in
one-awnership-that-is-capabie-of ~producing—timber-~that-~can
be-harvested-in-commercial-quantttys
t31--Ciass-—-thirteen-praperkty-is-taxed-at-the-percentage
rate-YPi-of -the-combined-appraised--vaiuve--of--the--standing
timbar-and-grartng-productivity-of-the-propereys
t4}~-Por--taxabie--years--beginning-Fanuary-t;-1986y-and
thereafter;-the-taxabie-percentage-rate--Upl-—ppplicabie——to
ciass--thirtesn——property-is-38%/B7-where—-p-is-—the-certifind
stateawide—-parcantage—-—inerease—-to-—be--datarmined--by--+he

department-of-revenue-as-provided--in--subsection——-+5¥+-~Fhe
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taxable-pereentage-rate-tPi-shati-be-rounded-downward-to-the
rearest--6:68t%--and--shaii--be--catrcultated-by-the-department
before-duty-i;-1986+
{5%--tay-Prisr-te-Juty-t7--19867--the--department——ashnaii
determine—-the--cartified--statewide-—perceantage-incregse-£or
ciass-thirtéen-property-asing-the-formuta-B-=-¥X/¥7-wheres
ti}y-~X-is-the-appratsed-vatue;-as-cf-January-17-139867-of
ail-property-tn-the-state;-excinding-use--changes--occurring
during--the--preceding-yesar;-claasified-under-ciass-thirteen
as-ctass-thirteen-is-described-itn-this-section;—and
ttty-¥-is-the-appratsed-valve;-as—cé-January-1;-19855-of
zit-properey-—in-the-state-that,;as-of-Janbary-7-39867-wonld
be-cimssified-under-ctass--thirteen--as--ciass--thirteen--is
described-in-this-sections
tby-—-B-shaiti-be-rounded-dewnward-to-the-nearsat-5:0001%+
+63y--After-~duiy--17--19867-no~adjustment-may-be-made-by
the-department-te-the-taxabte-percentage-rate--Upl--untcii--a
vatuation-has-been-made-as-provided-in-15-7-1tt--{Ferminates
January-1;-1993--seer-307-€h--68157-b+--3985+%

{1) Except as provided in subsection (%), class

thirteen property includes all forest lands as defined in

[section 2].

{2) Class thirteen property 1s taxed at the percentage

rate "P" of its forest productivity value.

{3) For taxable years beginning January 1, 1994, and

_12_



14
15
16
i7
18
i9
20
21
22
23

24

25

LC 0014/01

thereafter, the taxable percentage rate "P" applicable to

class thirteen property is 3,84%/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

¢lass thirteen property using the formula B = ¥/Y, where:

{i) X is 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} ¥ is the appraised value, as of January 1, 1933, 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%.

(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 under [section 3], the

iand must be classified as agricultural land under

15-6-133."

Section 8, section 15-1-101, MCA, is amended to read:

—.134_
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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 "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.

{p) The term "assessed value” means the value of
property as defined in 15-8-111.

{(c) The term "average wholesale value” means the wvalue
to a dealer prior to reconditicning and profit margin shown
in national appraisal guides and manuals or the wvaluation
schedules of the department of revenue.

{d} (i) The term ‘“commercial", when used tc 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 iands;

{B) timberiands and, beginning January 1, 1994, foarest

lands;

() single-family rosidences 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,
governmental, and sccial factors; and that has the potential
of a similar highest and best use.

(£} 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.
*leasehold

(k) The term 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 classificaticn 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 Erom one place to another by an independent power
connected to them, or any “trailer", “housetrailer", or
"trailer c¢oach" up to 8 feet in width or 45 feet in length
used as a principal residence.

(k) The term "personal property” includes everything
that 1is 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 "praperty" includes moneys, credits,
bonds, stocks, franchises, and all other matters and things,

real, personal, and mixed, capable of private ownership.

-16-
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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.

(0) "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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(g} 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 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 following
categories of property are exempt from taxation:

(a} the property of:

(i} the United States, the state, counties, cities,
towns, school districts, except, 1lf congress passes
legislation that allows the state to tax property owned by
an agency c¢reated by congress teo transmit or distribute
electrical energy, the property constructed, owned, or
operated by a public agency c¢reated by :the congress to
transmit or distribute electric energy produced at privately
owned generating facilities (not including rural electric
cooperatives);

{ii) 1rrigavion districts organized under the laws of

_18_
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Montana and ncot 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) 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 cf 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 prefit:

(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 cr for furnishing
or equipping the family residence;

{1} a truck canopy cover or topper weighing less than
300 pounds and having no accommodations attached. This
property 1is 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 perscnal transportation purposes;

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

{1) all watercraft;

{m) 1land, fixtures, buildings, and improvements owned
by a cooperative association or nonprofit corporation
organized o furnish potable water to its members or
customers for uses other than the irrigation of agricultural
land;

{n} the right of entry that 1is 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;

{0) 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;

{g) property owned by a nonprofit corporaticn 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 (g), "nonprofit
corporation" means an organization exempt from taxation
under section 501(c¢c) of the Internal Revenue Code and
incorporated and admitted under the Montana Nenprefit
Corporation Act.

(r) provided the tocls are owned by the taxpayer, the
first $15,000 or less of market wvalue 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; amd
{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, 1990, timber as defined in

Isection 2j.

(2 {a) The term "institutions of purely public
charity" includes organizations owning and operating
facilities for the care of the retired or aged or

chronieally 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 nonfessil form of energy generaticn, as defined
in 15-32-102, are exempt from taxation for & period of 1i¢
years following installation of the property:

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

dwelling;

(b} $100,Cu0 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-B-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 wvalue 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.

{k) 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, functiocnal cbsoclescence, or
econonic obsclescence.

{c) Except as provided in subsection (3}, the market
value of all motor trucks; agricultural tools, implements,
and machinery; and vehicles of all kinds, in¢luding but not
limited to boats and all watercraft, is the average
wholesale value shown in national appraisal guides and
manuals or the wvalue 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 wvalue 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 Eguipment, published by the national farm
and power equipment dealers association, 5St. Louis,
Missouri;

(b} for agricultural implements and machirery not
listed in the official guide, the department shall prepare a
supplemental manual where the wvalues reflect the sane
depreciation as thecse found in the official gquide; and

{c} as otherwise authorized in Title 15 and Title &1.

(4) For purposes of taxation, assessed value is the
same as appraised value.

(5} The taxable wvalue 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 <c¢lass one, are
assessed at 100% of the annual net proceeds after deducting
the expenses specified and allowed by 15-23-503 of, if
applicable, as provided in 15-23-515.

{b) Properties in 15-6-132, under c¢lass two, are

assessed at 100% of the annual gross proceeds.
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(¢) Properties in 15-6-133, wunder class three, are
assessed at 100% of the productive capacity of the 1lands
when wvalued for agricultural purposes. All lands that meet
the qualificatiens of 15-7-202 are valued as agricultural
lands for tax purposes.

(d) Preperties 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:

ta) ownership of the improvements 1is different from
cwnership 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 seectton--3

sections 2 through 4, 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 [sectione 1 through 5 and section 7].

{3) HNotwithstanding 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) VNotwithstanding the provisions of 17-7-302 through
17~7-304, the unexpended appropriation in subsection (2) is

reappropriated for fiscal year 1984,

NEW SECTION. Section 13. codification instruction.

[Sections 1 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

{this act] is invalid, all valid parts that are severable
from the invalid part remairn in effect. If a part of {this
act] is invalid irn one or more of its applications, the part

remains in effect in all wvalid applications that are
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severable from the invalid applications.
NEW SECTION. Section 18. Applicability -- retroactive
applicability. (1) Except as provided in subsection (2),

[this act] applies to taxable years beginning after December

31, 1993.
(2) [Sections 6 and 11] apply retroactively, within the
meaning of 1-2-109, to taxable years beginning after

December 31, 1990,

NEW SECTION. Section 17. Effective dates. (1) Except
as provided in subsections (2) and (3), (this act] 1is
effective July 1, 1991,

(2} [Sections 6 and 11) and this section are effective
on passage and approval.

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

NEW Secrion, Section 18, Termination. [Section 6 and
section 10(6)(d}] terminate January 1, 1994.

~End-
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STATE OF MONTANA - FISCAL ROTE
Form BD-15
In compliance with a written request, there is hereby submitted & Fiscal Note for HBO340 , as introduced.

DESCRIPTION OF PROPOSED LEGISIATION:

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; providing that land must be
classified as agricultural land if its grazing value is greater than its forest productivity wvalue: 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 FY%2 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, 19%4.

5 The impact on University of Montana 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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ROD SUNDSTED. BUDGET DIRECTOR DATE BOR REAM, PRIMARY SPONSOR DATE
Office of Budget and Program Planning

Fiscal Note for HBO340, as introduced
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Fiscal Note Request HBO340,

introduced

Form BD-15
Page 2

Expenditures:

University of Montana (by contract with the Department of Revenue):

Fy ‘92 FY '93
Current Law Proposed lLaw Difference Current Law Proposed Law Difference
FTE 0 5.58 5.58 0 5.58 5.58
Personal Services 0 139,270 139,270 0 145,964 145, 964
Equipment Costs 0 100, 000 100,000 0 40,000 40,000
Operating Expenses 0 30,000 30,000 0 20,000 20,000
Indirect Costs (20%) 0 53,854 53,854 0 41,193 41,193
Total 0 323,124 323,124 0 247,157 247,157
Department of Revenue:
FY ‘97 FY 93
Current Law Proposed Law Difference Current Law Proposed Law Difference
FTE a 0 0 0 3.00 3.00
Personal Services 0 0 0 0 62,159 62,359
Equipment Costs 0 18,500 18,500 0 7,070 7,070
Operating Expenses 0 4 800 4,800 0 25,550 25,550
Total 0 23,300 23,300 0 94,979 94,879
Funding:
General Fund (01) 0 346,424 346,424 0 342,136 342,136

Revenue Impact:

The proposal includes the methodology !seciion 7) to compute a tax rate such that the total statewide taxable value of class

thirteen will not change due to the change in valuation methods. However, two imporiant points regarding taxable valuation
are recognized. First, the proposed vilustion method may provide shifting of taxahle valuation between local taxing
jurisdictions., The extent of this intar-jurisdiction shifting is unknown. Second. the proposal reduces the amount of

acreage (from 15 contiguous acres to 5 contiguous acres) necessary to qualify as c¢lass thirteen property. This will result
in landowners who currently have 5 to 1) contiguous acres of land with timber to sevk reclassification of their property
from class four to the more advantageous cisssification of class thirteen. The extent of the loss in taxable value due to
this tyvpe of reclassification is unknown

Hg 3Y0



Fiscal Note Request HBO340. as introduced
Form BD-15
Page 3

LONG-RANGE EFFECTS OF PROPOSED TEGTSLATION:

Ihe University of Montana will have expenditures in FY 94 totaling $43,796. This includes $25,497 for personal services
from Q.63 FTE, §11,000 for operaling expenses and $7,292 for indirect costs. These cost would be funded by the general fund

through a contract with the Department of Revenue.

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.

Iechnical Note:

Section 9(u) exempts standing timber from taxation begimnning January 1, 1990. The date should be January 1, 1994.
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STATE OF MONTANA

FISCAL XNOTE

Form BD-15
In compliance with a written request, there is hereby submitted a Fiscal Note for HBO340, third reading.

DESCRIPTION OF PROPOSED PEGISLATION:

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 wvaluation 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;

effective dates, applicability dates, and a termination date.

imposing an assessment on all privately owned timberland; providing appropriation; and providing

It is assumed for the purposes of this note that current taxation practices (FY91l) of class thirteen (timberland) will

The taxable value for Class 13 timberland property is estimated to be $5,521,613. The proposal will increase cthis

Average levies applied to Class 13 timberland property are 6 mills for the universities, 95 for the school foundation

The number of acres of privately owned timberland in the state is estimated te be 3,500,000 in FY92, FY93 and FY94.
In determining forest productivity values and in computing forest land valuation schedules, the Department of Revenue

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 (525,497 for personal services, $11,000 for operating expenses and $7,299 indirect
costs) including 0.62 FTE. The University of Montana would bhe reimbursed for these costs through a contract with the

ASSUMPTIONS :
1.
continue.
2.
taxable value by approximately $230,000.
3.
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.
5.
6.
will use the assistance of the University of Montana.
7. Standing timber will be exempt from taxation beginning January 1, 1994.
8.
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 ia FY%94. Total expenditures in
FY94 would be $248,483 ($198,308 for personal services, $2,475 for equipment and $47,700 in operating expenses).

FISCAL IMPACT:

see next page

ROD SUNDSTED, BUDGET DIRECTOR
Office of Budget and Program Planning

<E£5t>ﬁ\ - )5L.AV\\~\ ) ¢;/ }S:n

BOB REAM, PRIMARY SPONSOR DATE

Fiscal Note for HBQ340, third reading M 3’0 '2



Fiscal Note Roguest. HBO34Q, third veading
Form BD-15
Page 2

Universitv of Montana (by contract with the Department of Revenue):

FY '92 FY 93
Expenditures: Current law Proposed Law Difference Current Law Proposed Law Difference
FTE 0.00 5.58 5.58 0 5.58 5.58
Personal Services 0 139,270 139,270 4] 145,964 145,964
Equipment Costs ¢ 100,000 100,000 0 40,000 40,000
Operating Expenses C 30,000 30,000 0 20,000 20,000
Indirect Costs (20%) 0 53,854 53,854 0 41 193 41,193
Total 0 323,124 323,124 0 247,157 247,157
Funding:
General Fund 0 323,124 323,124 0 247,157 247,157
Department of Revenue
FTE 0.00 0.00 0.00 0.00 3.00 3.00
Personal Services 0 0 0 0 62,359 62,359
Equipment Costs 0 18,500 18,500 0 7,070 7,070
Operating Expenses 0 4 800 4,800 0 25,250 25,530
Total 0 23,300 23,300 0 94,979 94,979
Funding:
General Fund 0] 23,300 23,300 0 94,979 94,979
General Fund Impact (decrease) (346 ,424) (342,136

Revenue Impact:

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 be 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 the 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 extent of this inter-jurisdiction shifting is unknown.
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APPROVED BY COMMITTEE
ON TAXATION

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 GF 5 15 ACRES OR MORE ON THE
BASIS OF PRODUCTIVITY BY CAPITALIZING THE NET INCOME OF
POREST 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
TERMIRATION DATE OF CLASS THIRTEEN PROPERTY; PROVIDING THAT
CLASS _THIRTEEN WILL APPLY TO THE TAXATION OF FOREST LANDS
BEGINNING JANUARY 1, 1994; PROVIDING——THAT--DAND--MBSF¥--BE
ebASSIPEBD--AS--ABRICULTURAD--EAND-—IF-—1F5-GRAZING-YARHUE- IS
GREATER-PHAN-IPS5-PEREST-PRODHEPIVEIPY¥-VARBET 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, APPLICRBILITY

DATES, AND A TERMINATION DATE."

WHEREAS, the Department o¢f Revenue does ngt 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 outdatsg 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 1less costly to
administer than the standing inventery methed: and

WHEREAS, the Forest Taxation Subcommittee of the Revenue
Quersight 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 cf the Forest Taxation
Subcommittee of the Revenue Oversight Committee.

THEREFORE, it is the purpase of this bill to implement
the recommendation to c¢hange the method of taxing forest

lands in the state.

STATEMENT OF INTENT

-2~ HEB 340
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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) gquidelines for information that must be contained
in the statement of intent submitted by the forest landowner
as provided for in [secticn 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 clasalfication 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 datermining forest productivity values and in
computing forest land valuation schedules, the department
shall use the assistance of the university of Meontana. 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. [Sectlons 1

through 5} may be cited as the "Farest Lands Tax Act".

NEW SECTION. Section 2. pefinitions. 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
peint o©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 scil, 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 1land" means contiquous 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
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through harvest, including clearcuts, or by natural
disaster, including but not 1limited 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 cuktting
or removal of timber for use or sale as a forest product.

(8) "Landowner" means an individual, corporation,
association, company, £firm, Jjoint 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 reascnable management practices for
each forest valuation zone established under [section 31].

4{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.

{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. (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 wvalue of

forest lands, the department shall:

{(a) divide the state into appropriate forest wvaluation
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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) In computing the forest land wvaluation 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 Vv = 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 wvaluation zone and is determined by the department
using the formula I = (M X §V) + AI - C, where:

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

(ii) M is 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 1is the capitalization rate determined by the
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department as provided in subsection (§).

{(5) Net lncome must:

(a2} be calculated for each year of a base period, which
is the most recent G5S-year pericd 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

{¢)} 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 1lands 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 landa 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 1If a landcwner shows ta 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:

(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 ¢tco administer and

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

"15-6-143. (Temporary) Class thirteen property -—-
description -- taxable percentage. (1) Class thirteen
property includes all timberland.

(2) Timberiand 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
rate—-1pL 3:04% 4% of the combined appraised value of the
standing timber and grazing productivity of the property.

t4}--Por-taxable-years-beginning-Fanuary--i;--13867--and
thereaftery——the--tarabte—-persantage-rate—4PL-appiicabie-teo
ctass-thirteen-property-is—36%7/B7-where-B-ta——the--certified
statewide--parcentage——increase--to--be-~determined--by-—the
department——cf-——revenune--as——provided-in-subsection-{¢5}s-Fhe
caxabie-percentage-rate—4Fl-shati-be-rounded-downward-to-the
nearest-8-0i%-and-shati--be--cateutated--py--the--department
before-duty—ty-1986+

+54--tay-Prior——ro——Juity-—t;--19867-the-departmenc-shat
decermine-the-certified-statewide--percentage-—inerease-—for
ciass-thirteen-properey-using-the-formuita-B-=-X/¥;-wheres

tt}--¥-ia-the-appratsed-vatuer;-as-of-danuary-i;-19867-of
aii--preperey--in-the—state7—exeiuding~use—changes—oecurréng
during-the-preceding-years-ciassified-under—-ciass-~thirteen

as-ciass-thirteen-ts-deseribed-in-ehis-seerion;-and
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éii}—¥-is-ehe—appraised—vaiuer-as—of—aanuury—iv—iQBET—eE
ati-preperty-in-the-state—thatrs-as-ef-danunary-7-19867-woutd
be--citassified--under--ciass--thirteen--an-ctass-thirtesen-is
deseribed-in-thias-sections

tBy--B-shati-be-rounded-downward-to-the-nearest-0:00031%-

t6y-—After-JFuly-i;-¥9867-ne-adiuastment-may--be--made--by
the--department-—to--the-taxabie-persentage-rase-8pl-gneid-a
vaivation-has-been-made-as-provided-rn-15-7-11i:-(Ferminates
dannary—*7r-1993--secs-107-Bh+-68%7-b7-1985-3"

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

“15-6-143. +¢Femparary} Class thirteen property --

descripticen — taxable percentage - alternative

clagssification. tt¥-Eiass--thirteen——property—-inciudes—-ail
timbertand~
t2}-—Fimbariand-is-contiquons-tand-exceeding-i5-acres—in
ene——ownership--that-is—capabie—sof-productng-timber—that-can
be-harvested-in-commerciat-guantitys
t3y-—-€iana-thirteen-property—is-taxed-at-the--percentage
rate——YP4-—of--the--combined-appratrsed-vaine-of-the-standing
timber-and-grazing-productivity-of-the-property-
+43--FPor-taxabhle-years-beginning-January--1;--19867--and
thereafters——the—-eaxabie——pereentage—rate-lUpi-appiicabte-ts
eians-echivrteen-property—is-30%/B7-wheve-B-is--the--certifiad
statewide--percentage-——inecrease--to--pe-~determined--by--the

department-——of-—revenue--as——pravided-in-subsectton-+5¥+-Fhe
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taxablie-percentage-rate-2pt-shali-be-rounded-downward-to-the
nearest—8701%-and-shati--be--caicuiated--by—-the--department
before-duty-17-31986-<
t53--tat-Prier-—to--Juty-—t7--15867-the-deparement—shaii
detarmine—the-ecereified-searewide--percentage——increase--for
ciass-thirteen-property-using-the—formuta-B-=-X;¥r—wheres
ti}--H-ts-crhe-appratsed-vaiver-as-cf-danvary—t7-19867—0f
ati--property--in-the-seate;—exciuding-use-changes—occurering
during-the-preceding-yeary;-ciassified-under——ciasas—-thirteen
as-clasa—chireeen-ts-deseribed-in-this-sectionr—and
tit}-¥-is-the-appratsed-vaitnes;-as-of-Fannary-17;-19857-of
ati-preperty-in-the-state-thatk;-as-sf-January-1y-19867-wonid
be--ctaasified-—under--ciass--thirteen——as-ciasas-chirteen—is
described-in-this-sactions
thi--B-sheti-be-rounded-downward-to-the-nearese—6-0801%~
t63——After-duiy-3--+93867-ne-adjustment-may——-be—-—made--by
the--department--to-—-the-taxabie-pereentage-rate-#pil-uneit-a
varuation—has-been-made-as-provided-in-15-7-11i;-{Perminates
Fanuary-17-199t——seer-105y-ChT-6017-b+--198573

(1) Except as provided in subsection {5}« class

thirteen property includes all forest lands as defined in

[gection 2},

{2) Class thirteen property is taxed at the percentage

rate "P" of its forest productivity wvalue.

{3) For taxable years beginning January 1, 1994, and
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thereafter, the taxable percentage rate "P" applicable to

clagss thirteen property is 3-84%/8 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 0.0l% 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/¥, where:

(i} X is 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} ¥ is the appraised value, as of January 1, 1993, of

all pibperty in _ the state that would be classified under

clagss thirteen as class thirteen is described in this

‘gection as this section reads in 1993.

(b} B must be rounded downward to the nearest 0.0001%,

£5r-—-Ff-—the--department--of-revenune-decrermines—thaet—the

gracing-vaiune-ogf-a-pareei-of-forest-jand-is-greates—than—the

farant-productivity-vatue-deearmined-under—{aeeckion-34y——the

land---muat-—-pe---cimassified--as--agricuiturai--iand-—under

15-6-133<5"

Section 8. section 15-1-101, 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 "agricultural" refers tc 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 valiue" 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 reconditicning 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 deacribe
property, means any property used or owned by a business, a
trade, or a nonprofit corporation as defined in 35-2-1p2 or
used for the production of income, except that

property
described in subsection tiiy.

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

{A) agricultural lands;

(B} timberlands andg, 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:;

{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 wuse, 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 Qetermines 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 Lto be permanently located only when it is
attached to s foundation which cannot feasibly be relocated
and only when the wheels are removed. '

{h} The term

"leasehold improvements” means
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improvements tc mobile homes and mobile homes located on
land owned by another person. This property is assesased
under the appropriate classification and the taxes are due
and pavable in two payments as provided in 15-24-202.
Delinguent 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 c¢oaches”
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
“erailer cocach" up to B 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,

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 wunder the 1laws of this state or a foreign
corporation authorized to do business in this state whaose
principal purpose is to engage in theoretical analysis,
expleration, 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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(g) 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 board" or "board" when used without
other gualification 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 following
categories of property are exempt from taxation:

{a) the property of:

{i} the United States, the state, counties, cities,
towns, school districts, except, if congress passes
legislation that allows the state to tax property oawned by
an agency created by congress to transmit or distribute
electrical energy, the property constructed, owned, or
cperated 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);

{il) irrigation districts organized under the laws of
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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 Ffor agricultural and
horticultural societies, for educational purposes, and for
nonprofit health care facilities, as defined in 50-5-101,
licensed hy the department of health and environmental
sciences and organized under Title 35, chapter 2 or 3. A
health care Ffacility 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 connectien 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
upen 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 alsoc exempt from taxation under 61-3-504(2) and
61-3-537.

(i} 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;

(a) property owned by a nonprofit corporation otganized
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 cwned by the taxpayer, the
first $15,000 or less of market value o¢f tools that are
customarily hand-held and that are used to:

(1) 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; and
(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, 3998 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” 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, 1978, 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 1in the case of a multifamily residential
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dwelling or a nonresidential structure.”

Section 10. section 15-B-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 wvalue 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 lower or different standard of wvalue 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 assocliation, St. Louis,
Missocuri;

(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
ciass 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 proceéeeds after deducting
the expenses specified and allowed by 15-23-503 or, if
applicable, as provided in 15-23-515.

{(b) Properties inm 15-6-132, wunder class two, are

assessed at 100% of the annual gross proceeds.
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{c) Properties in 15-6-133, under c¢lass three, are
assesged at 100% of the productive capacity of the lands
when wvalued for agricultural purposes. All lands that meet
the qualifications of 15-7-202 are wvalued as agricultural
lands for tax purposes.

{d) Prepereies Beginning January 1, 1990, and ending

PBecember—3+ JUNE 30, 1993, properties in 15-6-143, under

class thirteen, are assesgsed 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 1s 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 6§81, Laws of 1985, is
amended to read:

*Section 10. Effective date -- termination date. This
act is effective Januacy 1, 1986, and, except for section--3

sections 2 through 4, terminates January 1, 1%91."

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

reappropriated for fiscal year 1994.

NEW SECTION. Section 13. codification instruction,
{Sections 1 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. Ssaving 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
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 16. Applicability -- retroactive
applicability, (1) Except as provided in subsection (2},
(this act] applies to taxable years beginning after December
31, 1993.

{(2) [Sections 6 and 11| apply retroactively, within the
meaning of 1-2-109, to taxable years beginning after
December 31, 1990.

NEW SECTION. Section 17. Effective dates. (1) Except
as provided in subsections (2) and (3), {[this act] is
effective July 1, 1991.

(2) [Sections & and 11] and this section are effective
on passage and approval.

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

NEW SECTION. Section 18. Termination ~-  CONTINGENT

TERMINATION. (1} UNLESS TERMINATED FARLIER PURSUANT TO

SUBSECTION (2), [Section SECTION 6 and section 10(6)(d)}
terminate January-i7-1994 JULY 1, 1993.

{2) [SECTION 6 AND SECTIOR 10{6)(D)] TERMINATE ON APRIL

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

CERTIFIES TO THE BEVENUE 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 QOF INFORMATION AND DATA. UPON RECEIPT OF THE

=27 HB 340
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QOVERSIGHT

COMMITTEE SHALL PROVIDE A COPY OF THE DOCUMENT TO THE

SECRETARY GF STATE,

-End-
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RE-REFERRED AND

APPROVED BY COMMITTEE
ON APPROPRIATIONS

AS AMENDED
HOUSE BILL NQ. 240 .
INTRODUCED BY REAM, B. BROWN

BY REQUEST OF THE REVENUE OVERSIGET COMMITTEE

A BILL FOR AN ACT ENTITLED: "AN ACT TO GENERALLY REVISE TEE
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 THE
BASIS OF PRODUCTIVITY BY CAPITALIZING THEE NET INCOME OF
FOREST LAND; AUTHORIZING THE DEPARTMENT OF REVENUE TO
ESTABLISH FOREST VALUATION ZONES; PROVIDING FOR A TRANSITION
PERICD 1IN 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; PROVIDING--THAP--HANB--MUST--BE
EEASSEPFEB--AS--AGRICUDFYRAL—~DAND-- 1 P--1E5-GRAZEING-VABHE-13
SREAPER-PHAN-IPS-POREST-PRODUETIVIPY-VALEBRE+ 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
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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 informaticn; and

WHERERS, 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 preoductivity method of taxing forest
lands 1is in the 1long run easier and 1less 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 1is the purpose of this bill to implement
the recommendation to change the method of taxing forest

lands in the state.

-2- HB 340
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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) gquidelines for informaticn 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 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. pefinitions. 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 wunwanted plant growth is controlled for the
exclusive purpose cof 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
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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 wvalue of
forest land for assessment purposes, which wvalue 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
i].

{(7) "Harvest” means an activity related to the cutting
or removal of timber for use or sale as a Eorest product,

(8) “Landowner" means an individual, corporation,
association, company, firm, djoiat 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 wvalue" 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 dJdown,
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 SECTIGON. 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 wvalue of

torest 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 consideraticon 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 1lands in each forest valuation zone
using the formula Vv = I/R, where:

fa) V is the per-acre forest productivity value of the
forest land:

{b)y 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) M is the mean annual net wood production;

{iii) SV is the stumpage value;

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

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

agricultural product produced, if any; and
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(¢} R is the capitalization rate determined by the
department as provided in subsection (§).

(5) MNet income must:

(a) be calculated for each year of a base period, which
is the most recent S5-year period for which data is
avajilable;

{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} inclyde agriculture-related net income for the same
time periocd as the pericd 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
vear 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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(3) 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 to the department's
satisfaction that the landowner‘s forest lands have been
destroyed as provided in subsect‘on (1}, the department
shall reduce the wvalue of the forest land by 50% of the
original forest productivity value per year.

NEW SECTION. Section 5. Administration -- rules. The
department shall;

(1) adéminister and enforce the provisions of [sections
1 through 51;

{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 tc administer and

—9- HB 340
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enforce the provisions of [sections 1 through 5].

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

"15-5-143. (Temporary) Class thirteen property —
description -- taxable percentage. (1) Class thirteen
property includes all timberland.

{2) Timberland is contiguous land exceeding 15 acres in
cne ownership that is capable of producing timber that can
be harvested in commercial quantity.

{3) Class thirteen property is taxed at the-percentage
rate-3P4 3:84% 4% of the combined appraised value of the
standing timber and grazing preoductivity of the property.

t4y--Por--taxabte--years--beginning-danuary-y-192867-and
chereaftery-the-taxable-percencage-sate—-Up2-—appiicabre--to
cinss--thirteen-—-property—is-36%/B7-where-B-is-the-cereified
scatewide—-percentage--inerease-—co——be--determined--by--the
department-of-revenne-as-provided--in--subsection--{t5y+-~-the
tarable-psrecentage-rate-LpPi-shati-be-rounded-downweard-to-che
nearese--f-014--and--shati-—he--eateultated-by-the-department
before-dulty-iy-1986+

t5¥--tay-Prior-to-duiy-t7--13867—the--department--shalt
determine—-the--cervifiad--seacewide-percentage-increase-for
eiass-thirteen-property-using-the-formuia-B-=-X/¥7-wheres

tiy--H-is-the-appraised-vatue;-as-of-Janunary-i7-19067-of
ail-property-in-the—state;-exeinding-use--changes—-sceureing

during--the--preceding-yeary-ctassified-under-ciass-thirteen

-10- HB 340



Lo T

C e - oouw

10

11

12
13
14
15
16
17
18
19
20
21
22
23
24

25

BB 0340/03

as—ctass—thirteen—is-deseribed-in-this-sections-and
fiii—!—is-the-nppraised-vaiuef—as—of—aanuary—iv-iseﬁr—ef
nii—pfoperty—in—the-state-thatr-aa-ef—aannary-i7-&9367—vouid
be-eiaasified-under-ciasa~—thirteen--as--ciass——thirteen——is
described-in-thits-sections
tby—~B-shail-be-rounded-downward-+to-the-nearsst-0-00601+%+
féj—-hfte!—-auiy——ir--i9667-ne—adjustment—mzy—beumnde—by
the-department-to-the-taxable—percentage-rate—-4ps——ppneii——a
vatuation—has-been-made-as-provided-in-15-7-1ii--{Perminates
danuary-ir-199t-—sec:-10;-EN--683y-h+-198573"
Section 7. section 15-6-143, MCA, is amended to read:
"15-6-143. {Pemporaryy Class thirteen property -~

description - taxable percentage - alternative

classification. +{iy-—€imss--thirteen—-property-inciudes-ati
timberiand-
t2)--Timberiand-is-contignous-iand-exeeeding-15-acres-in
one-ownership-that-is-capabie-cf-producing-eimbar——that-—can
be-harvested-in-commereiat-quancitys
fai—-Eiass——thérteen—properey-is-taxed—at—the—percentage
rate-4pi-of-the-combined-appraised--vatve--of—-the--standing
titber-and-grazing-productivity-of-the-prepertys
t4}--For--taxable--vears--beginping-danuary-t7-19867-and
thereaftery-the-taxabie-percentage-rate--~Upi——_appiicahbie-——to
ciass--thirteen--property—+s-30%7B;-where-B-ta—the~certified

statewide--percentage--increase——to--be——decermined-—by--the
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department-of-revenue-as-provided--in——subsection--{5y=~—~Fhe
taxable-percentage-rate-2PL-shaii-be-rounded-downward-to~-the
nearpst--8:81%--and——shatt-—be--caicntated-by-the-department
before-duty—-1t7-1986<
+5%~-tay-Prior—to-duty-17--198657--the-—-deparement--shati
determine——the--certified——statewide-percentage—inerease—-for
cians-thirtesn—propasrty-using-che-formuia-B-=-¥/¥;-wheres
tty--¥-is-the-appratsed-vaiuve;-as—-of-dangary-tr-19867-of
att-property-in-the-statej-excinding-use--changes——-seeurring
during——the--preceding-yeary-ciasaified-under-cltass-thirteen
as-ciass-thireeen-ts-descriped-sn-this-sections-and
tiiy-¥-is-the-appraised-vatuer-as—of-Janunary-17-19857—of
aii-property-in-the-state-thaty;-as-of-Janvary-ir-13867-wouid
be-ciassified-undear-cians--thirteen-——as—elass--thirteen——is
deseribed-in-this-sections
tby-~B-shaiti-be-rounded-downward-te—the-nearest-0-08614%4<
t6F-—-Afrer-—-dulty--17r--19867-no-adjustment-may-be-made-by
the-department-te-the—taxable-percentage-rate——4pi-—untii-~a
vaiuation-has-bean-made-as-previded-in-15-3-31i--{Perminates
Jangary-t7-1993i--seer--185-€h--6817y-b--1985<)

{1} Except as provided in subsection (5}, class

thirteen property includes all forest lands as defined in

[section 2 I .

(2) Class thirteen property is taxed at the percentage

rate "P" of its forest productivity value.
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(3) PFor taxable years beqinning Janvary 1, 1994, and

thereafter, the taxable percentage rate "P" applicable to

class thirteen property is 3=84%4B 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} X is 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) ¥ is the appraised value, as of January 1, 1993, of

all property in the state that would be c¢lassified 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%.

£53—-If-the-department-cf-revenue—-determines——that--the

grazing-vatuve-—of-a-parcel-of-forese-innd-is-greacer-chan-the

forest--productivity-vatue—determined-under—faeecrion-3ly-the

tand--must——-be--ctassified-—as——-agricutrurai-——iand--—under

$5-6-333;"
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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 comnection with taxation, they are defined in
the following manner:

fa) 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}.

(1i) 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 15-6-135; and

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

(e} The term "comparable property” means property that
has asimilar 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.

{gy The term "improvements" includes all buildings,
structurea, 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.

-15- HB 340

[C - T L

R

10
11
12
13
14
15
16
17
18
19
20
21
22
23
22

25

HB 0340/03

th) 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.
Delinguent taxes on such leasehold improvements are a lien
only on such leasehold improvements.

(1) The term "livestock" means cattle, sheep, swine,
goats, horses, mules, and asses.

{j) The term "mcbile home® means forms of housing known
as "trailers”, Thousetrailers", ot "trailer coaches”
exceeding 8 feet in width or 45 feet in length, designed to
be moved from cne place to another by an independent power
connected to them, or any “"trailer”, "housetrailer™, 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 fcod 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 wmines, 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 thecretical 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 &, part 1.

{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 distriet, 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 following
ctategories of property are exempt from taxation:

{a) the property of:

{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 religicus
worship or for residences of the clergy, together with
adjacent land reasconably 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 conditiocns:

{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 of 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;

(€} 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:

{hy all household goods and furniture, including but
not limited to clocks, musical instruments, sewing machines,
and wearing apparel of members of the family, wused 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.

(i} a bicycle, as defined in 61-1-123, used by the
owner for perscnal transportation purposes;

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

(1) all watercraft;

(m) land, fixtures, buildings, and improvements owned
by a cooperative association or nonprefit corpeoration
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;

{0) property owned and used by a corporation or
association organized and operated exclusively for the care
of the developmentally disabled, mentally ill, or
vocaticnally 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 agrieultural implementa 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 (g), "nonprofit
corporation™ means an organization exempt Erom 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:

(i) construct, repair, and maintain improvements to

-21- HB 340

[V-IE - - N

i0
1l
12
13
14
15
16
17
18
19
20
21
22
23
24

25

HB 0340/03

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 praoducer, as those terms are defined in 33-25-105;
and

(i1} beginning January 1, 19968 1994, timber as defined

in [section 2j.

{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 <c¢harge 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 wmade after January 1, 1979, in a
recognized nonfossil form of energy generation, as defined
in 15-32-102, are exempt from taxation for a perioed 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. Ssection 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 1is 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 reascnable knowledge of relevant facts.

{b) If the department uses construction cost as one
approximation of market value, the department shall fully
conaider reduction in value caused by depreciation, whether
through physical depreciation, functional obsolesacence, or
economic obsolescence.

{c} Except as provided in subsection (1), 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, 1is 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 cfficial 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,
Tracter and Farm Equipment, published hy the national farm
and power equipment dealers association, St. Louis,
Misgsouri;

(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 c¢lass one, are
asgsegsed 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, wunder c¢lass two, are
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assessed at 100t of the annual gross proceeds.

{c) Properties in 15-6-133, under c¢lass three, are
asgsessed 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) Properties Beginning January 1, 1990, and ending

Becember--3% JUNE 30, 1993, properties in 15-6-143, under

class thirteen, are assessed at 100% cof the combined
appraised value of the standing timber and grazing
productivity of the land when valued as timberland.

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

under class thirteen, are assessed at 1008 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;

{h) the taxpayer makes a written request; or

{¢) the land is outside an incorporated city or town."

Section 11. section 10, <Chapter 681, Laws of 1985, is
amended toc read:

“Section 10. Effective date —— termination date. This
act is effective January 1, 1986, and, except for section-3

sections 2 through 4, 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 adminiaster the provisions
of [sectiona 1 through 5 and section 7].

(3} Notwithstanding the provisicons of 17-7-302 through
17-7-304, the unexpended appropriation in subsection (1) may
be encumbered for payment in fiscal year 13%94.

{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. {1} AN ASSESSMENT

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

PRIVATELY OWNED TIMBERLAND FOR TAX YEARS 1991 THROUGH 1993.

THE ASSESSMENT 1S IMPQSED ON THE OWNER OF THE LAND AS OF

JANUARY 1 OF EACH YEAR,

(2) THIS ASSESSMENT 1S DONE ON NOVEMBER 30 OF EACH YERR

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

15-16—-101.

(3) (h) BY SEPTEMBER 1 OF EACH YEAR, THE DEPARTMENT OF

REVENUE SHALL PROVIDE COQUNTY TREASURERS WITH A LIST SHOWING:

tfI) ALL OWNERS OF PRIVATE TIMBERLAND IN THE COUNTY AS
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OF JANUARY 1 OF THAT YEAR; AND

(I1} THE NUMBER OF ACRES OF TIMBERLAND OWNED BY EACH AS

OF JANUARY 1 OF THAT YERR.

{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) THE COUNTY TREASURER SHALL COLLECT THE ASSESSMENT

IMPOSED IN SUBSECTION (1) AND REMIT COLLECTIONS TC THE STATE

TREASURER BY DECEMBER 20 QF EACH YEAR.

(5) THE STATE TREASURER SHALL DEPOSIT ALL COLLECTIONS

FROM THE ASSESSMERT IMPOSED IN SUBSECTION (1) IN THE GENERAL

FUND.

NEW SECTION. Section 14. cCodification instruction.
[Sections 1 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 SECTICON., Section 16. Severability. If a part of
{(this act] is invalid, all walid 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 wvalid 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) [Secticns 6 and——-1%, 11, AND 13] apply

retroactively, within the meaning of 1-2-109, to taxable
years beginning after December 31, 19%0.

NEW SECTION. Section 18. Effective dates. (1) Except
as provided in subsections (2) and (3), (this act] is
effective July 1, 1991.

(2) ([Sections 6 and-~%%, 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. (1] UNLESS TERMINATED EARLIER PURSUANT TO

SUBSECTION (2), [Seection SECTION 6 and section 10{(6}(d)]

terminate dJanwary-3i;-3994 JULY 1, 1953,

{2) [SECTION 6 AND SECTION 10(6)(D)}] TERMINATE ON APRIL

l, 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, THE CHAIRMAN QF 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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HOUSE BILL NO. 340 .
INTRODUCED BY REAM, B. BROWN
BY REQUEST OF THE REVENGE OVERSIGHT COMMITTEE

A BILL FOR AN ACT ENTITLED: "AN ACT TO GENERALLY REVISE THE
TAXATION OF PRIVATE FOREST LANDS; DEFINING FOREST LAND AND
POREST PRODUCTIVITY VALUE; REQUIRING THE DEPARTMENT OF
REVENUE TO VALUE FCREST LANDS OF 5 15 ACRES OR MORE ON TEHE
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 TAXATIOCK OF FOREST LANDS
BEGINNING JANUARY 1, 1994; PROVIDING —THAP--bAND--MUST--DBE
EEASSIPIED--AS~-AQRICURTURAL--bBAND--:P-—I193-GRAGEING-VAEHE-S
GREATSR-FHAN-¥P95-POREST-PRODUCPIVIPY-VALHE; 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 EFPECTIVE DATES, APPLICABILITY DATES, AND A
TERMINATION DATE."

WHEREAS, the Department of Revenue does not have
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THERE ARE NO CHANGES ON THIS
BILL. PLEASE REFER TO YELLOW
SECOND READING, SECOND

PRINTING FOR COMPLETE TEXT.
{HB 340/03)
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HOUSE BILL NO. 340 '
INTRODUCED BY REAM, B. BROWN

BY REQUEST OF THE REVENUE OVERSIGAT 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 FPOREST LANDS OF 5 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 ZONRES; 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; PROVIPING--PHAP--EAND--MUST--BH
EBASSEPIED--AS--AGRICHETURAD—-bANR--IP--IPS—GRABEING-VAEHE-13
GREATBR-PHAN-1P3-FORESTY-PRGDUESTIVIFY¥-VALUE; 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, 15-6-2061, 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
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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 methed of taxing forest
lands is in the 1long run easier and less costly to
administer than the standing inventory method; and

WHERERS, 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) gquidelines for information that must be contained
in the statement of intent submitted by the forest landowner
as provided for in {section 2(S5){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 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 wvalues and in
computing forest land valuation schedules, the department

shall use the assistance of the university of Montana. The

-3- HB 340

10
11
12
113
14
15
16
17
18
19
20
21
22
23
24

25

HB 0340/03

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 S| may be cited as the "Forest Lands Tax Act®.

NEW SECTION. Section 2. pefinitiona. For the purposes
of [sections 1 through 5], wunless 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.

(2y ."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.

{S) *"Forest land" means contiguous land of 5 15 acres
ar more in one ownership that is capable of producing timber

that can be harvested in commercial guantity and is

—4- ) HB 340




O @™ ~N U W

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

HB 0340/03

producing timber unless the trees have been removed by man
through harvest, including clearcuts, or by natuyral
disagter, including but not limited to Eire. FPorest land
includes land:

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

{(b) that haa a dedicated use that is evidenced by a
statement of intent by the owner for the eventual harvest of
timber,

{6) T"Forest productivity value" means the wvalue 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 wventure, syndicate, or
trust.

{9} ™Mean annual net wood producticon™ means the average
net usable volume of wood 1 acre of forest land will grow in
1 year under average current and actual forest conditicns
and under current and reascnable management practices for
each forest valuation zone established under (secticon 13].

(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 busineas, 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. (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:
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(a) divide the state into appropriate forest valuation
zones, with each zone designated so0 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 wuniform system of Eorest 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 Vv = I/R, where:

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

{b)y 1 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 8V) + Al - C, where:

(i) I is the per—acre net income;

{(ii) M is the mean annual net wood production;

{iii) SV is the stumpage value;

(iv) Al 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 nust: -

{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
asaociated production cost data for the base pericd 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 Eor 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 1lands subject to the provisions of thig
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 Ffor 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 sStocking requirements are
eligible for a reduction in valye for the first 20 tax years
following the loss.

{2) If a landowner shows to the department ‘s
satisfaction that the 1landowner'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:

{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, MCR, is amended to read:

*15~6-143. (Temporary) Class thirteen property -
description -- 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 thi;teen property is taxed at the-percentage
rate-2P= 3;84% 4% of the combined appraised value of the
standing timber and grazing productivity of the property.

+4)--Por--taxable--years--beginning-danuary-1r-1986y-and
thereaftery—the-taxable-percentage-rate——8p2--appiticable--to
ciass-——thirteen--property-i¢s~384/By-where-B-+s-the-certified
statewide--pereentage--increase--+to-—-be--determined-—-by--the
department-of-revenue-as-provided-—-in--subsection——¢537--Fhe
taxahie-percentage-rate-4pi-shaii-be-rounded-downward-to-+he
nearest--8-681%--and—-shail--be--catcutatad-by-the-department
hefore-guly-17-1986+

£5¥--¢{n}-Prior-te-duty-1;--1986+~-the--deparement--shati
determine--the--certified--statewide-percentage-increase-for
etass-thirtesn-property-asing-the-formuta-p-=-N;¥y-wheres

tty—-¥-is~the-appraised-valuez-as—-of-danuary-17-19867y-o¢f
=ti-propecty-itn-the-stare;-exciunding-use--changes--seeunrring

during--the-—-preceding-yearr-ctassified-under-ctass-thirteen
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as-class-thirteen-is-deseribed-in-this-sectian--and
fié}—¥-§s-bhe—appraiued—vaiuev-as-eé—&anuary-17-19857-of
ail-property—in—the-state-thatr—as-eé—éanuary—iT—isaﬁy—wouid
be-ciassified-under-ctass—-thirteen--as--—cisss—-thirtean-—-is
described—in-thirs-sections
tby--B-shaii-be-rounded-downward-teo-the-neareat-8-0881%z
f&y--hfter——&uiy——i7--i9861-no‘adjnstnent—may—be—mude—by
the-depﬂ!tnent-ta-the-ta:abEe-percentage—rate——‘?“——uhtii--a
veluation-has-been-made-as-provided-in-15-7-11t:-{Perminates
Fanuary-17-199i-~seer-87-€hs-681y-pr-1985: 3"
Section 7. section 15-6-143, MCA, is amended to read:
"15-6-143. ¢Femporary+ Class thirteen property —-

description - taxable percentage - alternative

classification. t¥t--€tass—-thireean——proaperky-inciudes-aii
timbertands
fi?-—?imberiand—is—cont&gUOus-iand~exceeding~i5-acres—in
sne-swnership-that-ts-capabie-of-productng-timber--that-—ean
be-harvested-in-commerciat-quancitys
fﬂf--ei:ss—-thirteen—preperey—is-taxed—at-the—percentage
rate-“P“-of—the-cembined—appraised——va}ne-~oE—-the——stunding
timber—and-grneéng-productivity-of—the-preperty:
t4}--Per-—taxabie--years--beginatng-dandary-t7-33867-and
therunfeery—the-tnxabie—percentnge-rate——"?"—-epp}icabie—-eo
ciass--thireteen--properey-t9-3047B; ~whare-B-is-the-certified

statewide--percentage--+nerease--to--ba--determined--by--the
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department-of-revenue-as-provided-—-in--subhsection--¢5r+--Fhe
taxabie-percentage-rate—-2pPr-shati-be-rounded-downward-to—-the
rearest——8-81%—-and--shatri--be--catcuinted-by-the-department
befare-Juiy-1+-3986+
t5r--tay-Prior-eo-Jduity-17--19867--the--department--shaii
determine--the--certified--statewide-percentage-increase-£for
ctass-thirtesn-property-using-the-formuta-B-=-K/¥r-wheres
tt¥--¥-ta-the-appratsed-vaine;-as-of-Jannary-i7-196867-of
alti-property-in-the-state;-exciunding-use--changes--seeurring
during--the--preceding-yearr7-ctassitfisd-under-ctasa-thirteen
as-ciass-thireeen-is-deseribed-in-this-section;-and
ttty-¥-ia-the-appratsed-vaine;-as-of-dancary-1;-19857-of
ati-property-in-the-state-that;-as-of-danuvary-17-19867-wouid
be-etassified-under-ctass--thirtsen-—as-—ctass-—thireean—-is
deseribed-in-this-seceions
tby~~B-akati-he-rounded-downward-te—the-nearest-0:-00015%
t63--After—-duly-—17--19867-ne-adjustmene-may-be-made-by
the-department-to-the—taxabte-percantage-—rate—-4Pt-——untit--&a
vatnatien-has-been—made-as-provided-tn-15-3-313--{Terminares
danuary-1;-199t--seer-387-Ch--681+-H--39085<

{1) Except as provided in_ subsection (5), class

thirteen property includes all forest landas 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 3-84%/B 4%/B, where B is the

certified statewide percentage increase tc be determined by

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

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

nearest 0.0!% and must be calculated by the department

before July 1, 1954,

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

determine the certified statewide percentage increage for

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

(1) X is 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} ¥ is the appraised value, as of January 1, 1993, of

all property in the astate that would be classified under

class thirteen ag class thirteen is described in this

section as this section reads in 1993.

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

£+5}-——-¥f-the-department-cf-revenue--determines-—that--the

grazing-vatuve-cf-a-parcei-of-forest-iand-is-greater-than-the

forest--productivity-vatue-determined-under—{sectien-3is-the

tapd--must--he--ciansifted--as-—-agricutturat——--iand---gnder

+5-6-333:"
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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.

{b} The term “assessed value” means the value of
property as defined in 1i5-8-11l.

{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 Eide
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 sccial factors; and that has the potential
of a similar highest and best use.

{E} 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 tu 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.
Delinguent taxes on such leasehold improvements are a lien
only on such leasehold improvements.

{i) The term "livestock" means cattle, sheep, gwine,
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
"trailer coach™ up to B feet in width or 45 feet in 1length
used as a principal residence.

(k) The term "“personal property" includes everything
that is the subject of ownership but that is net 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 conatrued 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:

{iy the possession of, claim to, ownership of, or right
to the possession of land;

{ii) all mines, minerals, and guarries 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 develcpment 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 wvalue as provided for in Title 15,
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chapter 6, part 1.

{q) The term "weighted mean assessment ratio"” means the
total of the agssessed values divided by the total of the
selling prices of all area gales in the stratum.

(2) The phrase "municipal corporation” or
"municipality” or "taxing unit" shall be deemed to include a
county, ¢ity, 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 gqualification shall mean the state tax appeal beoard.”

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

*15-6-201. Exempt categories. {1) The following
categories of property are exempt from taxation:

(a) the property of:

{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
cwied 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;

(by 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 315, 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 asscciation or corporation
organized under Title 35, chapter 2, 3, 20, or 21;

fii) 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 im
Title 3%, 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 aor held for private or corporate profit;

{h) all household goods and Eurniture, including but
not limited to clocks, musical instruments, sewing machines,
and wearing apparel of members of the family, used by the
ownetr for personal and domestic purposes or for furnishing
or equipping the Eamily 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 61-1-504(2) and
61-3-537.

(j) a bicycle, as defined in 61-1-123, used by the
cwner 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 1its members or
customers for uses other than the irrigation of agricultural
land:

() the right of entry that is a property right
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regserved 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;

{0) 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 crganized
to provide facilities primarily for training and practice
for or competition in international sports and athletic
events and not held ot used for private or corporate gain or
profit, For purposes of this agubsection {g}). "nonprofit
corporation”™ means an organization exempt from taxation
under section 581{(c) of the Internal Revenue Code and
incorporated and admitted under the Montana Nonprofit
Corporation Act.

{r} provided the toels are owned by the taxpayer, the
firgt 515,000 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

(1i) 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 33-25-105;

and

{u) beginning January 1, $998 1994, timber as defined

in [section 2}.

{2) (a) The term "institutions of purely public
charity” includes organizations cwning and operating
Facilities ¢Efor the care of the retired or aged or
chronically ill, which are not operated for gain or profit.

{b) The terms ‘“publie art galleries® and “public
ohservatories" 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:

"15-8-111. Assessment -—- market value gstandard -~
exceptions. (1) All taxable property must be assessed at
100% of its market value except as otherwise provided.

{2) (a) Market value is the wvalue at which property
woyld 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
conaider reduction in value caused by depreciation, whether
through physical depreciation, functional obsclescence, or
economic obsclescence.

{c) Except as provided 1in subsection (3), the market
value of all motor trucks; agricultural tocls, 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.

{1) 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 Dfficial Guide,
Tractor and Farm Equipment, published by the national farm
and power equipment dealers association, St. Louis,
Missouri;

(by 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 wvalue is the
same as appraised value,

{3) The taxable value for all property is the
percentage of market Or assessed value established for each
class of property.

(6} The asgessed value of properties in 15-6-131
through 15-6-133 is as follows:

(a} Properties in 15-6-13), wunder class one, are
assegssed 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
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HB 0340703
1 assessed at 100% of the annual gross proceeds. 1 NEW SECTION. Section 12. appropriation. (1) There is
2 (e} Properties in 15-6-133, under class three, are 2 appropriated from the general fund to the department of
3 assessed at 100% of the productive capacity of the lands 3 revenue $614,076 to Fund the determination of the forest
4 when valued for agricultural purposes. All lands that meet 4 productivity value of forest lands required by {section 3].
5 the qualifications of 15-7-202 are valued as agricultural 5 (2) There is appropriated from the general fund to the
5 lands for tax purposes. 6 department of revenue $366,762 to administer the provisions
7 {d) Preperties Beginning January 1, 1990, and ending 7 of [sections 1 through 5 and section 7].
8 Becember--3* JUNE 30, 1993, properties in 15-6-143, under a (3) Notwithstanding the provisions of 17-7-3102 through
9 class thirteen, are assessed at 100% of the combined 9 17-7-304, the unexpended appropriation in subsection (1) may
10 appraised value of the standing timber and grazing 10 be encumbered for payment in fiscal year 1994.
1 productivity of the land when valued as timberland. 11 {4) Notwithstanding the provisiona of 17-7-302 through
12 {(#) Beginning January 1, 1994, properties in 15-6-143, 12 17-7-304, the unexpended appropriation in subsection (2} is
13 under clags thirteen, are assessed at 100% of the forest 13 reappropriated for Fiscal year 1994.
ivi a orest land.
14  preductivity value of the land when valued as fote 14 NEW SECTION. SECTION 13. ASSESSMENT ON PRIVATELY OWNED
15 {(7) Land and the improvements thereon are separately
15 TIMBERLAND ~- COLLECTION -- DISPOSITION. {1} AN ASSESSMENT
16 assessed when any of the following conditions occur:
16 QOF 10 CENTS PER ACRE OR PORTION OF AN ACRE IS IMPOSED ON ALL
17 a ownership of the improvements is different from
() P i 17 PRIVATELY OWNED TIMBERLAND FOR TAX YEARS 1991 THROUGH 1993.
18 ownership of the land;
P ! 138 THE ASSESSMENT IS IMPOSED O THE OWNER OF THE LAND AS OF
19 {b) the taxpayer makes a written request; or
19 JANUARY 1 GF EACH YEAR.
20 {c) the land is outside an incorporated city or town.”
20 (2) THIS ASSESSMENT IS DONE ON NOVEMBER 30 OF EACH YEAR
ecti i 945 i
2t Section 11. section 10, Chapter 681, Laws of 1985, is 2l AND_MUST BE PAID WITHE THE PROPERTY TAX DUE AS PROVIDED IN
22 amended to read: 22 15-16-101.
23 "Section 10. Effective date —— termination date. This 21 {3) (A) BY SEPTEMBER 1 OF EACH YEAR, THE DEPARTMENT OF
24 act is effective January 1, 1986, and, except for section-3 24 REVENUE SHALL PROVIDE COUNTY TREASURERS WITH A LIST SHOWING:
25  sections 2 through 4, terminates January 1, 1991." 25 {I) ALL OWNERS OF PRIVATE TIMBERLAND IN THE COUNTY AS

-25~- HB 340 -26- HB 340



(% I I o

WO W o

10
11
12
13
13
15
16
17
18
19
20
21
22
23
24

25

HB 0340/03

OF JANUARY 1 OF THAT YEAR; AND

(II}) THE NUMBER OF ACRES OF TIMBERLAND OWNED BY BACH AS

QF JANUARY 1 OF THAT YEAR.

{B} THE COUNTY TREASURER SHALL SEND EACH LISTED OWNER A

BILL FOR THE ASSESSMENT IMPOSED IN SUBSECTION (1) WITH TBE

PROPERTY TAX 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 TEE RSSESSMENT IMPDSED IN SUBSECTION (1) IN THE GENERAL

PIND .

NEW SECTION, Section 14. codification instruction.
[Sections 1 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}.

HEW SECTION. Section 15. Baving 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 saverable
from the invalid part remain in effect. If a part of [this
act] is invalid in one or more of its applications, the part

remaing in effect in all wvalid 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) [Sections 6 and---3%, 11, AND 131 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
effective July 1, 1951,

{2) {[Sections & eand--%%, 11, AND 13] and this section
are effective on passage and approval.

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

NEW SECTION. Saction 19. Termination -~  CONTINGENT

TERMINATION. (1) UNLESS TERMINATED EARLIER PURSUANT TO

SUBSECTION (2), [Section SECTION 6 and section 10(6){(d)]

terminate Jenuary-:7-39%4 JULY 1, 1953.

(2) [SECTION 6 AND SECTION 10(6){D)] 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 1], 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 CHAIRMAN OF THE REVENUE OVERSIGHT

COMMITTEE SHALL PROVIDE A COPY OF THE DOCUMENT TQO THE

SECRETARY OF STATE.

{3) [SECTICON 13] TERMINATES JANUARY 1, 1994.

-End-
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HOUSE BILL NO. 340 .
INTRODUCED BY REAM, B. BROWN

BY REQUEST OF THE REVENUE OVERSIGHT COMMITTEE

A BILL POR 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 THE
BASIS OF PRODUCTIVITY BY CAPITALIZING THE NET INCOME OF
FOREST LAND; AUTHORIZING THE DEPARTMENT OF REVERUE TO
ESTABLISH POREST VALUATION ZONES; PROVIDING FOR A TRANSITION
PERIOD IN THE TAXATION OF FPFOREST 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: PROVIBEING--PHAT--HANB--MES5T--BE
EnHASSEPEER—-AS- -AGRICHEPURAD—~hAND--$F--$¥S-GRABING-¥ABUE-15
GREAPHR-PHAN-IFS-PORESP-PROPUCTIVIFY-VALHE; 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 deces 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 methed of taxing forest
lands encourages landowners to harvest timber without regard
to geood forest management; and

WHEREARS, the valuation of forest lands in Montana is
often based on cutdated information; and

WHEREAS, the Forest Taxation Subcommittee of the Revenue
Oversight Committee found that the forest productivity
method of taxing forest lands encourages geocod forest
management and is a more eguitable method of taxing Fforest
lands; and

WHEREAS, the forest productivity method of taxing forest
lands is in the 1long 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 foreast 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

langs 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) quidelines 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 bill;

(5} the process by which a landowner may appeal the
valuation of the owner'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 taxatien.

In determining forest productivity values and in
computing forest land valuaticn 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 Fforest lands, the timber

industry, and local governments.

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

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
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) "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 guantity 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 wvalue" means the value of
forest land for assessment purpcses, which value is
determined only on the basia of its ability to produce
timber, other forest products, and associated agricultural
products through an income approach provided for in [section
3].

(7} T"Harvest" means an activity related to the cutting
or remaval of timber for use or sale as a2 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 zcne established under {section 1}.

{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 -- wvalue 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.

{3y To determine the forest productivity wvalue of

forest lands, the department shall:
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ta}) divide the state into appropriate foreat valuation
zones, with each zone designated so as to recognize the
unigueness cof 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 foreat 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 1lands in each forest valuation zone
using the formula Vv = I/R, where:

{a} V is the per-acre forest productivity value of the
forest land:

{by 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 8V) + AL - C, where:

{i) I is the per—acre net incocme;

(ii) M is the mean annual net wood production:

{iii) SV is the stumpage value;

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

{v) C 1s 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 dJetermined 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 %-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
asgociated 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.

{B) For the purpases of this section, if forest service
sales are used in the determination of stumpage values, tLthe

department shall take into account purchaser rcad 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 wuse 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,
19913, 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,

{2y IE 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
criginal forest productivity value per year.

NEW SECTION. Section 5. Administration -- rules. The
department shall:

(1} administer and enforce the preovisions 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 [secticons 1 through S]).

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

*15-6-143. (Temporary) Class thirteen property -
description -— 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 guantity.

{3) Class thi;teen property is taxed at the-percentage
rate-8P2 3:84% 4% of the combined appraised value of the
standing timber and grazing productivity of the property.

t4y--Por—-taxab¥e--years--beginning-dannary-1r-19867-and
thereafterr-the-taxable-percentage-rate-—8pS-—apnpiieabie--to
ciass-—thirteen--property-is-383/Br-where-B-is-the-certified
statewide--percentage--inerease—-to--pe-—detarmined--py--the
department-of-revenue-as-provided--in--subsection-—¢53:--Fhe
taxable-percentage-rate-2Pt-shaii-be-rounded-downward-to-the
nearest--8:68+%--and--shatl--be--catcuiated-by-che-deparement
before-duly-17-1986+

t5y--¢my-Prror-to-duty-1;--19867-—the--department——shail
determine--the--certified--statewide-percentage-increase—for
ciasa-thirteen-property-using-the-fermula-B-=-3/¥57-wheres

tt¥--X-is-the-appraised-value;-as-of-Jannary-i;-19867-of
ati-property-in-the-scare;-axciuvding-use--changes—-seeurring

dating--the--preceding-yeary-citassified-under-ciass-thirteen
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as-ciass-thirteen-is-described-in-this-seetions-and
titt-¥-ts-che-appraised-valtvey-as-of-danuary-17-19857-0f
ati-property-in-the-seate-thaty-as-ef-danuvary-17-19867-wentd
be-ciaasified-under-cinss--thirteen--as--cinas--thirteen——is
deseribed-tn-this-sections
tby--B-shali-be-rounded-downward-to-the-nearest-8:9983%<
t61-~After-—-duly-—-17;--3986r-ne-adiusement-may-be-made-by
the-deparement—to-the-taxable-percentage—rate-~-8pP¥-—uneii-—-a
vaination-has-been-made-as-provided-in-15-7-111--{FTerminates
danuery-t7r-19%1--secs-107-Eho-60+7-b--198573"
Section 7. section 15-6-143, MCA, is amended to read:
*15-6-143. {Temporary} Class thirteen property --

deecription - taxable percentage - alternative

classification. <f{i¥--€iass--ehirteen-—property-inetndes-atd
timbertand-
t23--Pimbartand-is-conttguons-iand-excesading—15-acres-in
ene-ownership-that-ia-capable-of-producing-timber—-thaes-~ean
be-harvested-in-commerciat-gquantitys
t34--Eiass--thirteen-property-ts-taxed-at-che-percentage
rate-tpli-gf-the-combined-appraised--vaive--of--the--standing
timber-and-grazing-productiviey-of-tha-propartys
t4}--Por—-taxabie-—years——-beginning-danuary-i7-39867-and
thereafter;-the-taxable-percentage-rate—-2PE——appiicabie~-to
ciass—-thirceen-—-property—i13-30%/Br-where-B-ta~the-ceartified

statewide-—perepntage-—-itnerease—-to-—be--decermined--by--the
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department—af—revenne-as—provided*—in--subsectian-—féff--!he
taxabie-percentage-rate-1F2_shail-be-rounded-downward-to-the
nearest--8-8t%—-and--shaii--be--cateutated-by-the-deparcment
befere-dguty-37-19486+
fo-—fa}~Prier-to—&uiy—i7-—i9867——the--department--shaii
determine——the--certifted--statewide-pereentage-increase—for
ciass-thirteen-property-naing-the-formuia-B-=-X/¥r-wheres
tiy--k~-ta-the-appraised-vatue;-as-of-danvary-+r-1986y-of
aii-pfopeety—én—thewstate7“exc}uding—use——changes--ec:urring
during-~the——preceding-yeary-ciassified-under-ctass-thirteen
As-cimams-thirteen-is-described-tn-this-ascection;-and
tity-¥-is-the-appraised-vaiuer-as-of-danuary—i7y-195857-of
eil-preperty-in-the-state-thaty-as-of-January-i7-19867-wouid
be-etnssified-under-eiass——chirtaen--pa--ctass--thirteen—-is
deseribed-in-this-sections
{b}--B-shail-be-rounded-downward-to-the-nearest-9:8688x%<
fﬁ?v~REter——de}y——lv—*i96674nc—adjnstmeﬂtamay—be-made—by
the-department—te-tha-taxabie-percentage-rate--4pi-—untit—-a
vakuation-hua~becn—mnde—as-provided—in-iS-?-iii:—f?erminates
Januvary-17-199i--sec--367-€hs-68%r-bx-1985+}

{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 Januvary 1, 1994, and

thereafter, the taxable percentage rate "P" applicable to

class thirteen property is 3:84%/B 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 rercentage increase for

class thirkteen property using the formula B = X/Y, where;

{i) X is the appraiged value, as of January 1, 1594, of

all property in_the grate, excluding ugse 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 0.0001%.

453--Ff-the-deparement—of-revenue-—decermines—-that-—the

grazing-vatue-of-a-pareek-of-foreat-iand-is-greaker—than-the

forest--preduetivity-vatue-determined-under-{section-3ls-the

iand--must--be--ciassified-—as--—-agricuitural-—-iand-—-under

35-6-333:"
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Section 8. section 15-1-101, MCA, is amended to read:

"15-1-101. pefinitions. (1) Except as otherwise
specifically provided, when terms menticoned in this section
are used in connection with taxation, they are defined in
the fcllowing manner:

ta) The term “agricultural” refers to the raising of
livestock, poultry, bees, and other species of domestic
gnimals and wildlife in domestication or a captive
environment, and the raising of field crops, Efruit, and
other animal and vegetable matter for food or Eiber.

(b)) The term "assessed value™ means the value of
property as defined in 1%-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 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 1is influenced
by the same set of economic trends and physical,
governmental, and social Eacters; and that has the potential
of a similar highest and best use.

{£) The term "credit” means solvent debts, secured or
unsecured, owing to a person.

{9} 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, awine,
goats, horses, mules, and asses.

(j) The term "mobile home" means forms of housing known
as "trailers", T"housetrailers", or "trailer coaches”
exceeding 8 feet in width or 45 feet in length, designed to
be moved Erom one place to another by an independent power
connected to them, or any "trailer”™, "housetrailer®, or
"trailer coach” up toc 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 chickena, 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 possessicon of land:

{ii} all mines, minerals, and gquarries 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 landa eof the United
States; and all rights and privileges appertaining thereto.

{©) ™“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 &, part 1.

{gq) 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 board"™ or "board” when used without
other gqualification shall mean the state tax appeal board."

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

®15—-6-201. Exempt categories, (1) The following
categories of property are exempt from taxation:

(a) the property of:

{i) the United States, the state, counties, cities,
towns, school districts, except, if congress passges
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 o©f the clergy, together with
adjacent land reasonably necessary for convenient use of the
buildings;

{c) property used exclusively for agricultural and
harticultural 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 i3 not licensed by the department
of health and environmental sciences and worganized under
Title 35, chapter 2 or 3, i3 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 15, chapter 20, part 3; and

{iii) 1s 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;

{hy 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;

{1) a truck canopy cover or topper weighing less than
300 pounds and having nc accommodations attached. This
property is aiso exempt from taxation under §1-3-504(2) and
61-3-537.

{3} 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) 1land, fixtures, buildings, and improvements owned
by a cooperative association or neonprofit corporation
organized to furnish potable water to its members oOr
customers For uses other than the irrigaticn of agricultural
land:

tn) the right of entry that is a property right
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reserved in land or received by mesne conveyance (exclusive
of leasehcld interests), devise, or succession to enter land
whose surface title is held by another to explore, prospect,
or dig for ©il, gas, coal, or minerals;

{0) property owned and used by a corporation or
association organized and operated exclusively for the care
of the developmentally disabled, mentally ill, or
votationally handicapped as defined in 18-5-101, which is
not operated for gain or profit;

(p) ail 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 corpeorate gain or
profit. For purposes of this subsection (g). "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 cowned 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 perscnal 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 33-25-105;
ang

(u) beginning January 1, 1998 1994, timber as defined
in [section 2]J.

{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
obgservatories" include only those art galleries and
observatories, whether of public or private ownership, that
are open to the public without charge at all reasocnable
hours and are used for the purpose of educaticn only.

{3) The following portions of the appraised value of a
capital investment made after January 1, 1973, 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) 5100,000 in the case of a multifamily residential
dwelling or a nonresidential structure.”

Section 10. Section 15-B-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 1is the wvalue 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 reascnable knowledge of relevant facts.

{b) If the department uses construction cost as one
approximation of market vaiue, the department shall fully
congider reduction in value caused by depreciation, whether
through physical depreciaticen, 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 beoats and all watercraft, is the average
wholesale value shown in national appraisal guides and
manuals or the value of the wvehicle before reconditiconing
and profit margin. The department of revenue shall prepare
valuation schedules showing the average wholesale value when
no natiocnal 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 association, St. Louis,
Missourt;

{by 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 §1.

(4) For purposes of taxation, 4sssessed value is the
same as appraised value.

{9) The taxable value for all property is the
percentage of market or assessed value established for each
c¢lass of property.

{6) The assessed value of oproperties 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
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assessed at 100% of the annual gross proceeds.

{c) Properties in 15-6-133, under <class three, are
agsessed at 100% of the productive capacity of the lands
when valued for agricultural purposes. All lands that meet
the quatifications of 15-7-202 are valued as agricultural
lands for tax purposes.

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

Pecember--3% JUNE 30, 1993, properties in 15-6-143, under

class thirteen, are assessed at 100t of the combined
appraised wvalue 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 asseaged 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;

{k) the taxpayer makes a written request; or

{c) the land is outside an incorporated e¢ity 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 msectien-3

sections 2 through 4, terminates January 1, 19%i."
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NEW SECTION. Section 12. appropriation. (1) There is
appropriated from the general €fund to the department of
revenue $614,076 te fund the determination of the forest
productivity value of forest lands required by [section 3]j.

(2) There is appropriated from the general fund to the
department of revenue $366,762 to administer the provisions
of [{sections 1 through S and section 71.

(3) Notwithstanding the provisiona of 17-7-302 through
17-7-304, the unexpended appropriation in subsection (1) may
be encumbered for payment in fiscal year 1994.

{4) HNotwithstanding the provisions of 17-7-302 through
17-7-304, the unexpended appropriation in subsection (2) is

reappropriated for fiscal year 1994.

HEW SEcTIoN. SECTION 13. ASSESSMENT ON PRIVATELY OWNED

TIMBERLAND —- COLLECTION -- DISPOSITION. (1} AN ASSESSMENT

OF 10 CENTS PER ACRE OR PORTION OF AN ACRE 1S IMPOSED ON ALL

PRIVATELY OWNED TIMBERLAND FOR TAX YEARS 1991 THROUGH 1993.

THE ASSESSMENT 1S IMPOSED ON THE OWNER OF TRE LAND AS OF

JANUARY 1 QF EACH YEAR,

(2) THIS ASSESSMENT IS DONE OM NOVEMBER 30 OF EACH YEAR

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

15-16-1901.

(3) (A) BY SEPTEMBFER 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
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OF JANUARY 1 OF THAT YEAR; AND

(II) THE NUMBER OF ACRES OF TIMBERLAND OWNED BY EACH AS

OF JANUARY 1 OF THAT YEARR.

(B) THE COUNTY TREASURER SHALL SEND EACH LISTED OWNER A

BILL FOR __THE ASSESSMENT IMPOSED 1IN SUBSECTION (1) WITE THE

PROPERTY TAX NOTICE REQUIRED IN 15-16-101.

(4) THE COUNTY TREASURER SHALL COLLECT TEE ASSESSMENT

IMPOSED IN SUBSECTION (1) AND REMIT COLLECTIORS TO THE STATE

TREASURER BY DECEMBER 20 OF EACH YEAR.

(5} THE STATE TREASURER SHALL DEPOSIT ALL COLLECTIONS

FROM THE ASSESSMENT IMPOSED IN SUBSECTION (1) IN THE GENERAL

PUND.

NEW SECTION, Section 14, codifiecation instruction.
[Sections 1 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 18. severability. If a part of
fthis 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 wvalid 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),

fthis act] applies to taxable years beginning after December

31, 1993.

{2) [Sections 6 and---1%, 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
effective July 1, 19¢l.

t2) [sectiona 6 mand--%%, 11, AND 13] and this section
are effective on passage and approwval.

{3) ({Section 7] is effective January 1, 199%94.

NEW SECTION. Section 19. Termipation ~-  CONTINGENT

TERMINATION. (1) UNLESS TERMINATED EARLIER PURSUANT TO

SUBSECTION (2), [Section SECTION 6 and section 10(6){d)]
terminate dJanuary-17y-1994 JULY 1, 1993.

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

l, 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 MCNTANA FOR THE

PROVISTION OF INFORMATION AND DATA. UPON RECETIPT OF THE
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CERTIFICATION, THE CHAIRMAN 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"

1. Page 28, lines 16 and 17.

Following: "." on line 16

Strike: remainder of line 16 through "SECTION" on line 17
Insert: "(Sections"

Following: "é"

Insert: M

Strike: "and section"

Following: "“(d)"

Insert: ", and 13"
3. Page 28, lines 15 and 16.
Strike: "== CONTINGENT TERMINATION"

4. Page 28, line 18.
Strike: "“JULY 1, 1993"
Insert: "January 1, -1994"

5. Page 28, line 19 through page 29, line 4.
Strike: subsections (2) and (3) in their entirety

Grov. Amend
HA 3Yo
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AN ACT TO GENERALLY REVISE THE TAXATION OF PRIVATE FOREST LANDS;
DEFINING FOREST LAND ARD 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 TC ESTABLISH FOREST
VALUATION ZONES:; PROVIDING FOR A TRANSITION PERIOD IN THE TAXATIOHN
OF FOREST LANDS BY EXTENDING THE TERMINATION DATE OF CLASS
THIRTEEN PROPERTY; PROVIDING THAT CLASS THIRTEEN WILL APPLY TQ THE
TAXATION OF FOREST LANDS BEGINNING JANUARY 1, 168%4; 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-B-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 taxiag 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 wvaluation of forest lands in Montana is often
based on ocutdated information; and

WHEREAS, the Forest Taxation Subcommittee of the Revenue

Oversight Committee found that the forest productivity method of

Z\'\ (Monraru Lewrsiative Counxcr
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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 Taxaticn Subcommittee of the Revenue
Oversight Committee recommends that forest lands be taxed on the
basis of productivity; and

WHEREAS, it 1s the intent of the Legislature to implement the
recommendation of the Forest Taxation Subcommittee of the Revenue
Oversight Committee.

THEREFORE, it is the purpese 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 should, at a minimum, address the following:

{1) guidelines for information that must be centained in the
statement of intent submitted by the forest landowner as providecd
tor in {secrion 2{5Vi{b)}:

. HB 340
ENROLLED BILL
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{2y 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 notificartion of landowners who may be eligible for
forest land classification under this biil:

(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 uvse the
assistance of the university of Montana. The iegislature also
intends that, in implementing this bill, the department seek the
advice of the department of srate lands, landowners of private

forest lands, the timber industry, and lccal governments.

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

Section 1. Short title. [Sections 1 through 5] may be cited
as the "Forest Lands Tax Act",

Section 2, Definitions. For the purposes of [sections 1
threugh 51, unless the context requires ctherwise, the following
defirizicrs apply:

(i} ™"Culmination of mean annual increment" 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 plewing 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 15 acres o©or more
in one ownership that is capable of producing timber that can be
harvested in commercial quantity and is producing timber wunless
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:

ta) 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 preoducts,
and associated agricultural products through an income approach
provided for in [section 3}.

(7) "Harvest" means an activity related to the cutting or
remcval 5f timber Eor use or sale as a forest product.

" 5 . . :
{8) Landowner" means an indiv:dual, 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 1 acre of forest land will grow in 1 vyear
under average current and actual forest conditions and under
current and reasconable management practices for each forest
valuation zene 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
cf 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 wused in the manufacture of
lumber or other forest products. The term does not include
cultivated Christmas trees.

Section 3. Legislative intent — wvalue 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 wvalue of the mean annual net wood
productien at the culmination of mean annual lncrement plus other

agriculrure-related income, if any; less

Y HB 340
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{b) annualized expenses, including but not limited to the
establishment, protection, maintenance, improvement, and
management of the crop over the totation peried.

(3) To determine the forest productivity value of Eorest
lands, the department shail:

{a) divide the state into appropriate forest valuation zones,
with each zone designated so as to recognize the unigueness of
marketing areas, timber types, growth rates, access, operabilirty,
and other pertinent factors of that zone; and

(b) establish a uniform system of forest land c¢lassification
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 i, 1994, the
department shall determine the productive capacity wvalue of ail
forest lands in each forest valuation zone using the formula
Vv = 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 zeone and s determined by the department using the
formula I = (M x SV) - AI - C, where:

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

(ii} M is 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 the per-unit cost of the forest product and
agricultural product produced, if any; and

{(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 1is
<he mest recent S-year peried for which data is availables

{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) 1include 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 vyear
of the base period and 1is 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.

.3y For oche purposes of rhis secrion, (f forest service sases
zre used in the determination of stumpage values, the department
—7- HB 340
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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 wvaluation schedules, the
department shall wuse informaticn and data provided by 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 cther natural disaster so that the
lands affected will not meet minimum stocking reguirements 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 S50% of the original forest productivity value per
year.

Section 5. Administration —— rules, The department shall:

(1) administer and enforce the provisions of [sections 1
thzough S1J;

{2) arrange for the preparation and distribution of forms and
information necessary to administer the provisions of [secticns 1
through 5}; and

t3) promulgate rules necessary to admiaister and enfarce the

provisions of [sections 1 through 5i.
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Section 6. Section 15-6-143, MCA, is amended to read:

"15-6-143. (Temporary) Class thirteen property -- description
~— taxable percentage. {1) Class thirteen property includes all
timberland.

{2) Timberland is contiquous land exceeding 15 acres in one
ownership that is capable of producing timber that can be
harvested in commercial gquantity.

(3} Class thirteen property is taxed at the-percentage-rate
sptt 4% of the combined appraised value of the standing timber and
grazing productivity of the property.

t43y~-Por---caxabie---years--begrnning--January--i;--13867--and
thereafeer;-the-taxabie-percantage-rate-LpP--appiicabie--to--ciass
thirteen--property—-+8-~308%/B;—~where-B-is-the-certified-statewide
pereantage-increase—to-he-determined-by-the-department-of--revenue
as—-provided--in--subsection—-¢5y--Phe-taxabie-percentage-—race—4p#
shati-be-rounded-downward--te--the--nearest—-8561%——-and--shati--be
catcntated-by-the-department-before-Jutry-17-1586+

+53--tajy-Prior-to-duty-17-1586;-the-deparcment-shall-determine
che--eertified--atatewide--percentage--tnerease-£for-ciasgs-thirteen
property-using-the-formuia-B-=-¥X/¥;-where+

t&¥y--X-is-the-appraised-vaiue;-as-cf-danuary-1;-1986;——of--ati
preperty-—in-the-statey-excinding-use-changes-oecurring-during-the
preceding-year;-ciassified-under-elass-thirteen-as-ciasa--thirteen
ra-described-tn-thizs-sectronr-and

tity-¥--ts——the-appratsed-vatuey-as-ef-danoary-i7-19857-cf-ar
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propesey-itn-the-state-that7-—ea--of--Jannary——i7--13867--wouid--be
cimssifisd--under-class-thirteen-as-ciass-thirreen—ie-desceribed-in
this-secttons
thy-—B-shati-he-rounded-doawnward-toa-the-nearese-g4-88834%+
t64-—-After~Fuiy-t+-19867-ne-adjuastment--may--pe--made--hy--the
deparement-—ta-—-the--taxable-percentage-rate-UPl-gneit-a-vaination
has—been-made-as-provided-—-in-—15-7-11i---tPerminates—-January--1i;
+99:--sees-107-Eh+-6837-Ev-158573"
Section 7. Section 15-6-143, MCA, is amended to read:
*15-6-143, <{Pemperaryt Class thirteen property —-— description

—-- taxable percentage -—- alternative c.assification. ti}-€iass

thivesan-properey-ineindes-ati-eimberiands
t2y--Pimberiand-is-contiguens-tamd-excesding-5-acres——in--one
ownership--thart--is-—-ecapable--of--produecing--cimber--that--can--be
harvested-in-commeretat-quantieys
t33--€tass--thirteen——property-is-tared-ar-the-percentage-rate
LpPL-af-the-combined-appraised-vatue-of——the——standing--timber--and
grazing-productivicy-of-tha-propertys
{4+-—Por---taxabie-——years--beginning--January-—27—-13867--and
thereafter;-the-taxablie-parcentage-rate-UPl-—appitcabie-—to--ciass
thirteen-~property--ts--36%7/B;--where-B-is-the-certified-statewide
percentage-increase-to-be-determined-by-the-department-of-—revenue
as—-provided--in--subsection-=-{5+--Fhe-raxabie-percentage-—rate-4pu
Amari-pp-rounded-doewnward--te——rhe-—npearesc——0:01i%--and-~3hatT--be

entcntaced-by-the-department-before-Juty-17+-1986+
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+5¢+~-~-tay-Priosr-to-duiy-17-19867-the-deparrmene-shati-determine
sha-—cercified-—-statewide--percentage-—-increase-£for-ciass-thirteen
property-using-the-formuta-d~=-d7¥r-wheres
tiy--d-ta-the-appraised-vaiuer-as-sf-Jannary-+7-19867--0f--aiz
property-—tn—the-seater—excinding-use-changes-—secusrring-during—the
preceding-yearr-ciassified-under—ciass-thirceen-—as-crass--thirteen
is-dascribed-in-this-section;—and
ttty-¥—-is--the-appratsed-vainer-as-cf-dJannary-17-39857-0f-at}
property-in-thes-seate-that;--as--of--January—~:7--t3867--wonitd--be
ctassified--under-ciass-thirteen-as-ciasa-thirteen-is-described-in
this-seccions
thy--B-shati-be-rounded-downward-toc-the-nearest-8-86801%~+
t63--After-duiy-17-19867-no—adiustmenc--may--be--made--by—--the
department-—to--the-—taxablie-percentage-rate—4pli-uneii-a-vaination
has-besn-made-as-provided—- in——-15-F-11i--—{Ferminates-—-Sannary--iy
¥391-~-sec+-2857-€EhT-68t7-b--19085+7

{1) 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.

{3} For taxable vears beginning January 1, 1994, and

thereafter, the taxable percentage rate "P" applicable to class

thirteen property is 4%/B, where B is the certified statewide

percertage increase tc be determined by the department =f revenue

as provided in  subsection (4). The taxable percentage rate “P"

-11- HB 34C

HHB U34U

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, 13594, the department shall determine

the certified statewide percentage increase for class thirteen

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

iy ¥ is the appraised value, as of January 1, 1994, of all

property in the state, excluding use changes occurring during the

preceding vear, classified under class thirteen as class thirteen

is described in this section: and

tii) ¥ is the appraised value, as of January 1, 1993, of all

property in  the state that would be c¢lassified under c¢lass

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 B. Section 15-1-101, MCA, is amended to read:

"15-1-101. Definitions. {l1) Except as otherwise specifically
provided, when terms menticned 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 rfor food ar fiber.

(b) The term "assessed 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 naticnal
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)y 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 soc¢ial

factors; and that has the potential of a similar highest and best
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(£} The term “"credit” means solvent debts, secured or
unsecured, owing toc 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 housetraijiler
is presumed to be an improvement to real property. A mobile home
or housetrailer may be determined to be permanently located only
when it 1s attached to a Eoundation which canncot feasibly be
relocated and only when the wheels are removed,

(h} The term "leasehold improvements“ means improvements to
mobile homes and mobile homes loccated 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 praovided in 15-24-202., Delinguent taxes on such leasehold
improvements are a lien only on such leasehold improvements.

(i) The term "livestock" means cattle, sheep, swine, goats,
horses, mulas, 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 teet in length, designed to pe moved from one place
to another by  an independent  power  connected to them, or any

“trailer”, "housetrailer”, or “crailer ccach" up to 8 feet in
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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, c¢redits, bonds,
stocks, franchises, and all other matters and things, real,

personal, and mixed, capable of private ownership, This definition
must not be construed toc 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.

(ny The term "real estate" inciudes:

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

{ii) all mines, minerals, and guarries in and under the land
subject to the provisions of 15-23-501 and Title 15, chapter 23,
part 8; all timber Dbelonging to individuals or corperations
growing or being on the lands of the United States; and all rights
and privileges appertaining therets.

(o) "Research and development firm" means an  entity
incorporated under the laws of tnis =tate or a foreign corporation

authorized to do business in this state whose principal purpose is
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to engage in theoretical analysis, exploration, and
experimentation and the extension of investigative findings and
theories of a scientifie 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 ia Title 15, chapter 6, part 1.

{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 distriet,
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 beoard" or "board" when used without other
qualification shall mean the state tax appeal beard."

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

*15-6-201. Exempt categories. (1) The following categories of
property are exempt from taxation:

(a) the property of:

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

school districts, except, if congress passes legiclation that
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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 cooperativeé);

(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 o©of the clergy, together with adjacent land reasonably
necessary for convenient use of the buildings;

(c) property used exclusively for agricultural and
horticultural societies, Eor 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

“rganized under Title 35, chapter 2, 3, 20, or 21;
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({ii) is devoted exclusively to use 1in 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
profic;

(e) institutions of purely public chariry;

{f} evidence of debt secured by mortgages of reccord upon real
or persconal 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.

{3} 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;

imy land, fixtures, buildings, and improvements owned by a

covperative association or  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;

tn) 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;

(0) property owned and used by a corporation or asscciation
crganized and operated exclusively for the care of the
developmentally disabled, mentally iil, or vocationally
handicapped as defined in 18-5-101, which is not operated for gain
or profit;

(pY 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 cw#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 preofit., For purposes
cr this subsecrion {gq), "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 cthe tools are swned by one taxpayer, the first

315,000 or . less af market value of tools that are customarily
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hand-held and that are used to:

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

{11} 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 33-25-10%; and

(u) beginning January 1, 1994, timber as defined in [section

2].

(2) (a) The term "institutions of purely public charity"”
includes organizations owning and coperating 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 cbservatories,
whether of public or private ownership, that are open to the
public without charge at all reascnable hours and are used for the
purpose of education only.

{3} The foullowing 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
tnarallation of the propecty:

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

(b) $100,000 in the case of a multifamily residential
dwalling or a nonresidential structure.”

Ssection 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 wvalue 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 naticnal 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:

ta) the wholesale value for agricultural implements and
machinery is the loan value as shown in the QOfficial Guide,
Tractor and Farm Equipment, published by the naticnal farm and
power equipment dealers association, 5t. Lodis. Misscuri;

{b) for agricultural implemeats 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 fitle 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 wvalue of properties in 15-6-131 through
15-6-133 is as follows:

{a) Properties in 15-6-131, under c¢lass one, are assessed at

106% 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 assessed at

L00d of the annual gross proceeds.

(¢} Properties in 15-6-133, under class three, are assessed
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at 100% of the productive capacity of the lands when valuyed for
agricultural purpeses. All lands that meet the gualifications of
15-7-202 are valued as agricultural lands for tax purposes.

{d} Properties Beginning January 1, 1990, and ending December

31, 1993, properties in 15-6-143, wunder 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.

{7y i.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 reguestc; 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 1is
effective January 1, 1986, and, except for seetion-3 sections 2
through 4, terminates January 1, 1991."

Section 12. Appropriation. (1) There is appropriated from the
aeneral fund to the department of revenue $614,076 to fund the

Jetermination of the forest productivity value of forest lands
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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,

Section 13, Assessment on privately owned timberland --
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 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 timbecrland in the county as of
January 1 of that year; and

(ii) the number of acres of timberland owned by each as of
January 1 of that year.

{h}  The county treasurer shall send each listed owner a bill

rzr the assessment imposed in subsection (1} with the property tax
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aotice 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
becember 20 of each year.

{5) The state treasurer shall deposit all ceollecticons from
the assessment imposed in subsection (1) in the general fund.

Section 1l4. <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 1 through S).

Section 15. Saving clause. ({This act] dces not affect the
rights and duties that matured, penalties that were incurred, or
proceedings Lthat 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 Iits
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,

sSection 18, Effective dates, (1} <£Lxcept as provided 1in
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subsections (2) and (3), (this act) is effective July 1,
(2) ({Sections 6, 11, and 13] and this section are
on passage and approval.
(3) [Secticn 7] is effective January 1, 1994.
Section 19. Termination.

terminate January 1, 1994,

_26_

fsections 6. 10(6){d).
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