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A BILL FOR AN ACT ENTITLED: "AN ACT DEFINING POLLUTED
PROPERTY FOR THE PURPOSES OF TAXATIQON; ESTABLISHING A PUBLIC
POLICY FOR THE TAXATION OF POLLUTED PROPERTY; PROVIDING FOR
A METHOD OF APPRAISING POLLUTED PROPERTY; AMENDING SECTIONS
15-1-101, 15-7-1463, AND 15-8-111, MCA; AND PROVIDING AN

APPLICABILITY DATE."

STATEMENT OF INTENT

A statement of intent is reguired for this bill because
[section 3] reqguires the department of revenue to adopt
rules for the appraisal of polluted property. At a minimum,
the legislature intends that the rules should include but
not be limited to procedures for determining:

{1} which parcels of land and which improvements are
environmentally wunsound or nonproductive as a result of
mining, smelting, refining, or other human activity;

{(2) the value of such property, recognizing the state's
policy that polluted property should be valued as if it were
environmentally sound and productive; and

(3) the point at which property previously meeting the
definition of polluted property is no longer polluted,

In determining a general and uniform procedure for
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determining which property is polluted, the department of
revenue may use the expertise of or definitions used by a

department or agency of the state of Montana or the United

States.

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
NEW SECTION. Section 1. class twenty-one property ——

description -—- taxable percentage. (1} Class twenty-one
property includes all property defined as "polluted
property" under 15-1-101.

{2) Class twenty-one property is taxed at twice the
taxable percentage rate applicable to class four property
under 15-6-134(2)(a).

NEW SECTION. Section 2. policy. it is the policy of

the state of Montana that an incentive should be provided to
the owners of polluted property that has been rendered
environmentally unsound or nonproductive because of
pollution from mining, smelting, refining, or other human
activity to make the property environmentally sound and
productive. To carry out this policy, the state of Montana
finds that polluted property should be valued as if it were
productive and environmentally sound but taxed at a rate
higher than other property. The incentive provided through

this policy is for the owners of polluted property to return

the land or improvements to an environmentally sound and

2 INTRODUCED BILL
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productive state, thereby causing the polluted property to

he taxed at a lower rate.
NEW SECTION. Section 3. valuation --  minimum --

rulemaking. (1)} The value of polluted property may not be
less than the average value of all other commercial and
industrial property in the county.

(a} For poliuted land, wvalue may be determined by
square footage, acreage, or similar measure.

{b) For polluted improvements, value must be determined
by replacement cost without adjustment for depreciation of
any kind.

{2) The department of revenue shall promulgate rules to
ensure that polluted property is appraised and assessed as
if it were environmentally sound and productive.

Section 4. section 15-1-101, MCA, is amended to read:

*15-1-101. Definitions. (1) Bxcept as otherwise
specifically provided, when terms menticned in this section
are used in connecticn 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.

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

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

(d) (i) The term "commercial", when used to describe
property, means any property used or owned by a business, a
trade, or a nonprofit corporation as defined in 35-2-102 or
used for the production of income, except that property
described in subsection (ii).

(ii) The following types of property are nct commercial:

{A) agricultural lands;

(B) timberlands;

(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 wuse, function, and utility: that is influenced
by the same set of eccnomic trends and physical,

governmental, and social factors; and that has the potential

—4-
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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 teo land. When the department of revenue or
its agent determines thakt the permanency of location of a
mobile home or housetrailer has been established, the mobile
home or housetrailer is presumed to bhe an improvement to
real property. A mobile home or housetrailer may be
determined to be permanently Jlocated only when it is
attached to a foundation which cannot feasibly be relocated
and only when the wheels are removed.

{h) The term "leasehold improvements™" means
improvements to mobile homes and mobile homes located on
land owned by another person. This property is assessed
under the appropriate classification and the taxes are due
and payable in two payments as provided in 15-24-202.
Delingquent taxes on such leasehold improvements are a lien
only on such leaseheold improvements.

{1) The term "livestock" means cattle, sheep, swine,
geats, 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
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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 length
used as & principal residence.

{k} The term "perscnal property"” includes everything
that 1is the subject of ownership but that is not included
within the meaning of the terms "real estate” and

"improvements".

(1) The term "polluted property" means land or

improvements that have been rendered environmentally unsound

or nonpreductive because of the effects of mining, smelting,

refining, or other human activiky.

t¥¥{m) The term "poultry" includes all chickens,
turkeys, geese, ducks, and other birds raised in
domestication to produce food or feathers.

tmy{n) The term "property" includes moneys, credits,
bonds, stocks, franchises, and all other matters and things,
real, personal, and mixed, capable of private ownership.
This definition must not be construed to authorize the
taxation of the stocks of any company or corporation when
the property of such company or corporation represented by
the stocks is within the state and has been taxed.

tn¥{0) The term "real estate" includes:

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

te the possession of land;
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{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 1lands of the United
States; and all rights and privileges appertaining thereto.

to}{p}) "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 thecoretical analysis,
exploration, and experimentation and the extension of
investigative findings and theories of a scientific and
technical nature inte practical application for experimental
and demonstration purposes, including the experimental
production and testing of models, devices, equipment,
materials, and processes.

tp¥{g) The term "taxable value" means the percentage of
market or assessed value as provided for in Title 15,
chapter 6, part 1.

tgY({r} 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,

-7-

o w & =~ o

il
12
13
14
15
16
17
18
18
20
21
22
23
24
25

LC 0480/01

persons, or organized body authorized by law to establish
tax levies for the purpose cf raising public rewvenue.

(3) The term "state board" or "board" when used without
other qualification shall mean the state tax appeal board.”

Section 5. section 15-7-103, MCA, is amende’ read:

"15-7-103. Classification and appraisal -- general and
uniform methods, (1) It is the duty of the department of
revenue to implement the provisions of 15-7-101 through
15-7-103 by providing:

{a) for a general and uniform methed of classifying
lands in the state for the purpose of securing an equitable
and uniform basis of assessment of sa%d lands for taxation
purposes;

(b) £for a general and uniform method of appraising city
and town lots;

(c) for a general and uniform method of appraising
rural and urban improvements;

{d} for a general and uniform method of appraising

timberlands;

{e} for a general and uniform method of appraising

polluted property.

{2) All 1lands shall be classified according to their
use or uses and graded within each class according to soil
and productive capacity. In such classification work, use

shall be made of soil surveys and maps and all other
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pertinent available information.

{(3) All lands must be classified by parcels or
subdivisioas not exceeding 1 section each, by the sections,
fractional sections, or lots of all tracts of land that have
been sectionized by the United States government, or by
metes and bounds, whichever yields a true description of the
land.

(4) All agricultural lands must be classified and
appraised as agricultural lands without regard to the best
and highest value use of adjacent or neighboring lands.

(5) In any periodic revaluation of taxable property
completed under the provisions of 15-7-111 after January 1,
1986, &all property classified in 15-6-134 must be appraised
on its market value in the same year. The department shall
publish a rule specifying the year used in the appraisal.

(6) All sewage disposal systems and domestic use water
supply systems of all dwellings may not be appraised,
assessed, and taxed separately from the land, house, or
other improvements in which they are located. In no event
may the sewage disposal or domestic water supply systems be
included twice by including them in the valuétion and

assessing them separately."
Section B. Ssection 15-8-111, MCA, is amended to read:

*15-8-11). Assesswment -- market value standard --

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

_9_

@ ~ 4 o»

10

11

13
14
15
16
17
18
i9
20
21
22
23
24

25

LC 0480/01

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 reasonable knowledge of relevant facts.

(b If the department wuses construction cost as one
approximation of market value, the department shall fully
consider reducticn in value caused by depreciation, whether
through physical depreciation, functional obsclescence, or
econcmic obsolescence.

{c) Except as provided 1in subsection (3), the market
value of all motor trucks; agricultural tools, implements,
and machinery; and vehicles of all kinds, including but not
limited to boats and all watercraft, is the average
wholesale value shown in national appraisal guides and
manuals or the value of the vehicle before reconditioning
and profit margin. The department of revenue shall prepare
valuation schedules showing the average wholesale value when
no national appraisal guide exists.

(3) The department of revenue or its agents may not
adopt a lower or different standard of value from market
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 lcan value as shown in the Official Guide,

_lo_
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Tracter and Parm Equipment, published by the national farm
and power equipment dealers association, 5t. Louis,
Missouri;

{b) for agricultural implements and machinery not
listed in the official guide, the department shall prepare a
supplemental manual where the wvalues 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.

(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
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, wunder class two, are
assessed at 100% of the annual gross proceeds.

(c) Properties in 15-6-133, under class three, are
assessed at 100% of the productive capacity of the lands
when valued for agricultural purposes. All lands that meet

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

-11-

& W N

wn

o o = o,

10
11
12
13
14
15

16

17
18
19
20
21

22

23

24

LC 0480/01

lands for tax purposes.

(d) 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.

{7) Properties in [section 1] are assessed at 100% of

market value as provided in [section 3].

£7#¥(8) Land and the improvements thereon are separately
assessed when any of the following conditions occur:

{a) ownership of the improvements is different from
ownership of the land;

{b) the taxpayer makes a written request; or

{c) the land is outside an incorporated city or town.
{Subsection (6)(d) terminates January 1, 1991--sec. 10, Ch.
68L, L. 1985.)"

NEW SECTION. Section 7. codification instruction. (1)

[Section 1] is intended to be codified as an integral part
of Title 15, chapter 6, part 1, and the provisions of Title
15, chapter 6, part 1, apply to [section 1].

{2) [Sections 2 and 3] are intended to be codified as
an integral part of Title 15, chapter 7. and the provisions

of Title 15, chapter 7, apply to [sections 2 and 3].

NEW SECTION. Section 8. Applicability. {This act]

applies to taxable years beginning after December 31, 1992.

~End-
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STATE OF MONTANA - FISCAL NOTE
Form BD-15
In compliance with a written request, there is hereby submitted a Fiscal Note for HBO801, as introduced.

DESCRIPTION OF PROPOSED LEGISLATION:

An act defining polluted property for the purposes of taxation; establishing a public policy for the taxation of polluted
property; providing for a method of appraising polluted property; and providing an applicability date.

FISCAL IMPACT:

The proposal will result in an increase in local and state property tax revenues beginning in FY94. However, the department
has no information regarding the current taxable valuation of land that would be subject to the provisions of this bill in
order to provide an accurate estimate of the extent of the revenue increase.

The proposal will create additional workload for appraisal staff. This additional work will be in the form of appraising

polluted land and in defending the appraisals when challenged. It should be noted that the department has no expertise with
the environmental considerations of this proposal. s

Technical Notes:

Under the proposal, it appears the property owner of polluted land is liable for the higher tax liability regardless of the

source of pollution. For example, the property owner of polluted land is liable for the higher tax liability even if it was
a neighbor who caused the pollution.

The proposal would increase the taxable value of polluted land in twe ways. First, the polluted land would be appraised as

if it were enviromnmentally sound and productive, resulting in a higher assessment than under current law. Second, the tax
rate for polluted land would be double that of current law,

/g_/ﬁ 1778 %nga,/ Aol

RCD SUNDSTED, BUDGET DIRECTOR DATE WILLIAM T. "RED" MENAHAN , PRIMARY SPONSOR DATE

Office of Budget and Program Planning
Fiscal Note for HBOBQl, as introduced H-B m\
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APPROVED BY COMMITTEE
ON TAXATION

HOUSE BILL NO. 801
INTRODUCED BY MENAHAN, HARRINGTON, MCCARTHY
A BILL FOR AN ACT ENTITLED: "AN ACT DEFIKING POLLUTED
PROPERTY FOR THE PURPOSES OF TAXATION: ESTABLISHING A PUBLIC
POLICY FOR THE TAXATION OF POLLUTED PROPERTY; PROVIDING FOR

A METHOD OF APPRAISING POLLUTED PROPERTY; PROVIDING THAT

UNFAID TAXES ON CLASS TWENTY-ONE PROPERTY ARE A LIEN ON ALL

OTHER PROPERTY OWNED BY THE OWNER OF THE CLASS TWENTY-ONE

PROPERTY ; AMENDING SECTIONS 15-1-101, 15-7-103, ANB
15-8-111, AND 15-16-403, MCA; AND PROVIDING AN APPLICABILITY

DATE. "

STATEMENT OF INTENT

A statement of intent is required for this bill because
{section 3) requires the department of revenue to adopt
rules for the appraisal of polluted property. At a minimum,
the legislature intends that the rules should include but
not be limited to procedures for determining:

{1) which parcels of land and which improvements are
environmentally unsound or nonproductive as a result of
mining, smelting, refining, or other human activity:

{2) the value of such property, recognizing the state's
policy that polluted property should be valued as if it were

environmentally sound and productive; and
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(3) the point at which property previously meeting the
definition of polluted property is no longer polluted.

In determining a general and uniform procedure for
determining which property is peolluted, the department of
revenueé may use the expertise of or definitions used by a

department or agency of the state of Montana or the United

States.

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

NEW SECTION. Section 1. class twenty-one property —-

description —— taxable percentage. (1) Class twenty-one
property includes all praoperty defined as "polluted
property” under 15-1-101,

(2) Class twenty-one property is taxed at twice--the
taxabie--percentage--rate--appiicabte-to-cinss-four-preperty

under-35-6-134¢t23tay 8% OF MARKET VALUE.

NEW SECTION. Section 2. pPolicy. It is the policy of

the state of Montana that an incentive should be provided to
the owners of pelluted property that has been rendered
environmentally unsound or nonproductive because of
pollutien from mining, smelting, refining, or other human
activity to make the property environmentally sound and
productive. To carry out this policy, the state of Montana
finds that polluted property should be valued as if it were

productive and environmentally sound but taxed at a rate

-2- HB 801
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higher than other property. The incentive provided through
this policy is for the owners of polluted property to return
the land or improvements to an environmentally sound and
productive state, thereby causing the polluted property to
be taxed at a lower rate.

NEW SECTION. Section 3. valuation -  minimum & —-

rulemaking. (1} The value of polluted property may not be
less than the average value of all other commercial and
industrial property in the county AND MAY NOT BE LESS THAN

§100 PER ACRE.
(a) For polluted 1land, value may be determined by

aguare footage, acreage, or similar measure.

{b) For polluted improvements, value must be determined
by replacement cost without adjustment for depreciation of
any kind.

{2) The department of revenue shall promulgate rules to
ensure that polluted property is appraised and assessed as
if it were environmentally sound and productive.

Section 4. sSection 16-1-101, 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

-3- HR 801
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animals and wildlife in domestication or a captive
environment, and the raising of field crops, fruit, and
cther animal and vegetable matter for food or fiber,

(b) The term "assessed wvalue" means the wvalue 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 wvaluation
schedules of the department of revenue.

{d) (i) The term “commercial®”, when used to describe
propetty, 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;

(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 15-6-125; and

{F} all property described in 15-6-136.

et HB 801



15
16
17
18
19
20
21
22
23
24
25

HB 0801/02

(e} The term "comparable property® means property that
has similar use, function, and utility; that is influenced
by the same set of economic trends and physical,
governmental, and social factors; and that has the potential
of a similar highest and best use,

(£} 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.

{h) The tern "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 1lien

only on such leasehold improvements.

{i} The term "livestock" means cattle, sheep, swine,

-5~ HB 801
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goats, horses, mules, and asses.

{3} 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 8 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 not included
within the meaning of the terms "real estate"™ and
“improvements".

{1) The term "polluted property" means land or

improvements that have been:

{I) rendered environmentally unsound or nonproductive

because of the effects of mining, smelting, refining, or

other human activity; AND

(I1) LISTED AS A NATIONAL PRIORITY LIST SITE AS DEFINED

IN THE FEDERAL COMPREHENSIVE, ENVIRONMENTAL RESPONSE,

COMPENSATION, AND LIABILITY ACT OF 1980, AS AMENDED.

tiy(m) The term "poultry" includes all chickens,
turkeys, geese, ducks, and  other birds raised in
domestication to produce food or feathers.

tm¥({n) The term "property” includes moneys, credits,

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

-6- HB 801
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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.

tn¥(a) 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
corparations groewing or being on the lands of the United
States; and all rights and privileges appertaining thereto.

to3{p) "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 i8 to engage in theoretical analysis,
exploration, and experimentation and the extension of
investigative findings and theories of a sclentific and
technical nature into practical application for eiperimental
and demonstration purposes, including the experimental
production and testing of models. devices, equipment,
materials, and processes.

tp}{q) 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.

fq¥(r) 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 purpase of raising public revenue.

{3) The term "state board" or "hoard" when used without

other gualification shall mean the state tax appeal board.”

Section 5. sSection 15-7-103, MCA, is amended to read:

®"15-7-103. Classification and appraisal -- general and
uniform methods. (1) It is the duty of the department of
revenue to implement the provisions of 15-7-101 through
15-7-103 by providing:

(a) for a general and uniform method of classifying
lands in the state for the purpose of securing an equitable
and uniform basis of assessment of said lands for taxation
purposes;

(b) Ffor a general and uniform method of appralsing city
and town lots;

{¢) for a general and uniform method of appraising

rural and urban improvements;

~8- HB 801
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{d) for a general and uniform method of appraising

timberlands;

(e) for a general and uniform method of appraising

polluted property.

(2) All lands shall be c¢lassified according to their
use or uses and graded within each class according to soil
and productive capacity. In such classification work, use
shall be made of soil surveys and maps and all other
pertinent available information,

{3) Al lands must be classified by parcels or
subdivisions not exceeding 1 section each, by the sections,
fractional sections, or lots of all tracts of land that have
been sectionized by the United States government, or by
metes and bounds, whichever yields a true description of the
land.

(4) All agricultural lands must be classified and
appraised as agricultural lands without regard to the best
and highest value use of adjacent or neighboring lands.

(5) In any periodic revaluation of taxable property
completed under the provisions of 15-7-111 after January 1,
1986, all property classified in 15-5-134 must be appraised
on its market value in the same year. The department shall
publish a rule specifying the year used in the appraisal.

(6) All sewage disposal systems and domestic use water

supply systems of all dwellings may not be appraised,
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assessed, and taxed separately E£from the land, house, or
other improvements in which they are located. In no event
may the sewage disposal or domestic water supply systems be
included twice by including them in the wvaluation and
assessing them separately.”

Section 6. section 15-8-111, MCA, is amended to read:

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

{2} (a) Market value is the value at which property
would change hands between a willing buyer and a willing
seller, neither being under any compulsion to buy or to sell
and both having reasonable knowledge of relevant facts.

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

(c) Except as provided 1in 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
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valuation schedules showing the average wholesale value when
no national appraisal quide exists.

{2) The department of revenue or its agents may not
adopt a 1lower 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 O0fficial Guide,
Tractor and Farm Equipment, published by the national farm
and power equipment dealers association, St. Louis,
Missouri;

(b} for agricultural implements and machinery not
listed in the official guide, the department shall prepare a
supplemental manual where the values reflect the same
depreciation as those found in the official guide; and

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

(4) For purposes of taxation, assessed value is the
game as appralsed value.

(5} The taxahle value for all property is the
percentage of marketb or aassessed value established for each
claas of property.

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

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

assessed at 100% of the annual net proceeds after deducting

-11- HB 801

O @ NS

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

25

HB 0801/02

the expenses specified and allowed by 15-23-503 or, if
applicable, as provided in 15-23-515.

{b) Properties in 15-6-132, unader class two, are
assessed at 100% of the annual gross proceeds.

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

(d}) 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.

(7} Properties in [section 1] are assessed at 100% of

market value as provided in {section 3].

£73(8) Land and the improvements thereon are separately
assessed when any of the following conditions occur:

{a) ownership of the improvements is different £from
ownership of the land;

{b}) the taxpayer makes a written request; or

(c) the land is outside an incorporated city or town.
{Subsection (6)(d} terminates January 1, 1991--sec. 10, Ch.
681, L. 1985.)"

SECTION 7. SECTION 15-16-403, MCA, IS AMENDED TO READ:

=15-16-403. Lien on real property and improvements. (1)
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Every tax due upon real property is a lien against the
propetty assessed, and every tax due upon improvements upon
real estate assessed to other than the owner of the real
estate is a lien upon the 1land and improvements, which
several liens attach as of January 1 in each year.

{2) A tax due on class twenty-one property is a lien

against all real and personal property owned by the owner of

the class twenty-one property as well as a lien upon the

property upon which the taxes are due."

NEW SECTION. Section 8. codification instruction. {1}

[section 1] is intended to be codified as an integral part
of Title 15, chapter 6, part 1, and the provisions of Title
15, chapter &, part 1, apply to {section 1}].

{2) (Sections 2 and 3] are intended to be codified as
an integral part of Title 15, chapter 7, and the provisions
of Title 15, chapter 7, apply to [sections 2 and 3],

NEW SECTION. Section 9. Applicability. [This act]

applies to taxable years beginning after December 31, 1992.

-End-
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HOUSE BILL NO. 801
INTRODUCED BY MENAHAN, HARRINGTON, MCCARTHY

A BILL FOR AN ACT ENTITLED: “AN ACT DEFINING POLLUTED
PROPERTY FOR THE PURPOSES QF TAXATION; ESTABLISHING A PUBLIC
POLICY FOR THE TAXATION OF POLLUTED PROPERTY; PROVIDING FOR

A METHOD OF APPRAISING POLLUTED PROPERTY; PROVIDING THAT

UNPAID TAXES ON CLASS TWENTY-ONE PROPERTY ARE A L1EN ON ALL

OTHER PROPERTY OWNED BY THE OWNER OF THE CLASS TWENTY-ONE

PROPERTY ; AMENDING SECTIONS 15-1-101, 15-7-103, ANBP

15-8-111, AND 15-16-403, MCA; AND PROVIDING AN APPLICABILITY
DATE."”

STATEMENT OF INTENT

A statement of intent is required for this bill because
fsection 3] requires the department of revenue to adopt
rules for the appraisal of polluted property. At a minimum,
the legislature intends that the rules should include but
not be limited to procedures for determining:

(1) which parcels of land and which improvements are
environmentally unsound or nonproductive as a result of
mining, smelting, refining, or other human activity;

{(2) the value of such property, recognizing the state's
policy that polluted property should be valued as if it were

environmentally sound and productive; and

@m legisiative Councll

HB 0801/02

There_are no changes in this bill,
and will not be reprinted. Please

refer to yellow copy for complete
text.
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SERATE STANDING COMNITTEE REPORT

Page 1 of 2
April 9, 1991

HR. PRESIDENT.
We, your committee on Taxation having had under consideration
House B1ill No. 8€l (third reading copy -- blue), respectfully

report that House Bill No. 8@1 be amended and as so amended be
concurred in:

1. Title, lines 8 and 9.
Strike: "ALL™ on line 8 through "OF” on line 9

2. Title, line 1@.
Following: "PROPERTY"
Inzsert: "ASSESSED"

3. Page 2, line 20.
Following: "“because of"
Insert: "unaddressed”

4. Page 2, line 24,

Following: “"property”

Insert: "that is not or hag not been the subject of good failth
discussions with an appropriate federal or state
governnental authority or agency pertaining to response

actions cr that is not subject to a faderal or state order
requiring responge action”

§. Page 6, line 14.
Strike; "haye been” ’

6. Page 6, line 15.
Following: "{I)"
Inserts “"have been”

7. Page 6, line 17,
Strike: "AND"

B. Page 6, line 18.
Following, "(IT}"
Ineert: "are”

9., Page 6, line 2@.

Following: "AMENDED"

Insert: "; and

(iii) are not or have not been the subiject of good

faith discussions with an appropriate federal or state
governmental authority or agency pertaining to response
actions or are not subject to a federal or state order
requiring responge action”

7816@0SC.SLB

Page 2 of 2
April 9, 1991

19, Page 13, lines 7 through 9.
Strike: "gll"” on line 7 through "due” on line 9
Inserty "the class twenty-one property assessed”

Signed:

gan, Chairman

Amd!;Coord.

\ SS o B
Sec. of ‘Senate

SENATE
#esol
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HOUSE BILL NO. 801
INTRODUCED BY MENAHAN, HARRINGTON, MCCARTHY
A BILL FOR AN ACT ENTITLED: “AN ACT DEFINING POLLUTED
PROPERTY FOR THE PURPOSES OF TAXATION; ESTABLISHING A PUBLIC
POLICY FOR THE TAXATION OF POLLUTED PROPERTY; PROVIDING FOR

A METHOD OF APPRAISING POLLUTED PROPERTY; PROVIDING THAT

UNBAID TAXES ON CLASS TWENTY-ONE PROPERTY ARE A LIEN ON AbL

OFHER-PROPERP¥—OWNEP-BY¥-FHE-OWNER-©F THE CLASS TWENTY-ONE

PROPERTY ASSESSEP; AMENDING SECTIONS 15-1-101, 15-7-103, ANB

15-8-111, AND 15-16-403, MCA; AND PROVIDING AN APPLICABILITY

DATE. "

STATEMENT OF INTENT

A statement of intent is required for this bill because
isection 3} reguires the department of revenue to adopt
rules for the appraisal of polluted property. At a minimum,
the legislature intends that the rules should include but
not be limited to procedures for determining:

{1) which parcels of 1land and which improvements are
environmentally unsound or nonproductive as a result of
mining, smelting, refining, or other human activity;

{2) the value of such preoperty, recognizing the state's

policy that pelluted property should be valued as if it were

&/ MOtana Legustative Caunchl

envircnmentally sound and productive; and
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{3) the point at which property previcusly meeting the
definition of polluted property is no longer polluted.

In determining a general and uniform procedure for
determining which property is poliuted, the department of
revenue may use the expertise of or definitions used by a
department or agency of the state of Montana or the United

States.

BE 1T ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
NEW SECTION. Section 1. class twenty-one property --
description -- taxable percentage. (1} Class twenty-cne
property includes all property defined as "pcllured
property” under 15-1-101.
(2) Class twenty-one property is taxed at twice-the
taxable-percentage-rate-appticable-te——class—-four—-property

under-+5-6-134¢23tay 8% OF MARKET VALUE.

NEW SECTION. Section 2. policy. It is the policy of
the state of Montana that an incentive should be provided to
the cwners of polluted property that has been rendered
environmentally unsound or nonproductive because cof
UNADDRESSED pollution from mining, smelting, refining, or
other human activity to make the property eavircnmentally
sound and productive. To carry cut this peolicy, the state of

Montana finds chat poiluted properey THAT IS8 NOT OR HAS NG

BEEN  THE SUBJECT OF (OOD FAITH DISCUSSIONS WITH AN

-2- BB BIL
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APPROPRIATE FEDERAL OR STATE GOVERNMENTAL AUTHORITY OR

AGENCY PERTAINING TO RESPONSE ACTIONS OR THAT IS NOT SUBJECT

TO A FEDERAL OR STATE ORDER REQUIRING RESPONSE ACTION should

be valued as if it were productive and environmentally sound
but taxed at a rate higher than other property. The
incentive provided through this policy is for the owners of
polluted property to return the land ¢r improvements to an

environmentally sound and productive state, thereby causing
the polluted property to be taxed at a lower rate.

NEW SECTION. Section 3. valuation --  minimum -
rulemaking. (1) The value ©f polluted property may not be
less than the average value of all other commercial and
industrial property in the county AND MAY NOT BE LESS THAN
$100 PER ACRE.

fa} For polluted land, value may be determined by

sgquare feootage, acreage, or similar measure.

(b) For polluted improvements, value must be determined
by replacement cost without adjustment for depreciation of
any kind.

{2} The department cof revenue shall promulgate rules to
ensure that polluted property is appraised and assessed as
if it were environmentally scund and productive.

Section 4. sSection 15-1-101, MCA, is amended to read:

*15-1-101. Definitions. {1) Except as sLnerwise

specifically provided, wnen terms mentioned in this secrion

-3- HB 801
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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 o©r a captive
environment, and the raising of field crops, fruit, and
other animal and vegetable matter for food or fiber.

(b} The term "assessed wvalue" means the wvalue of
property as defined in 15-8-111l.

{¢) The term "average wholesale value" means the value
to a dealer prior to reconditioning and profit margin shown
in national appraisal gquides 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;

(C) single-fémily residences and ancillary improvements
and improvements necegsary to the function of a bona Iide
tarm, ranch, or stock operation:

(D) mobile homes used exclusively as a residence except

Y . HB 801
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when held by a distributor or dealer of trailers or mobile
heomes 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 economlic trends and physical,
governmental, and social factors; and that has the potential
of a similar nhighest and best use.

(£) The term *“credit" means scolvent 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 relccated
and only when the wheels are removed.

(h) The term "leasehold improvements™® means
improvements to mobile homes and mobile homes located con
iand owned by another person. This property (s assessed

under the appropriate classification and the taxes are due
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and payable 1in 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 "mcbile home” means forms of housing known
as "trailers®", ‘“housetrailers", or "traller coaches™
exceeding 8 feet in width or 45 feet in length, designed to
be moved from one place to ancother by an independent powar
connected to them, or any “"trailer", "housetrailer", or
"crailer 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 "polluted property"” means land or

improvements that have-been:

(I) HAVE BEEN crendered environmentally unsound or

nonproductive because of the effects of mining, smelting,

refining, or other human activity; ANB

{II} ARE LISTED AS A& NATIOMNAL PFRIQRITY LIST SITE AS

DEFINED IN THE FEDERAL COMPREHENSIVE, ENVIRONMENTAL

RESPONSE, CUMPENSATION, AND _IABJTITY ACT 0OF 1980, AS

AMENDED;_AND
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(ITTr) ARE NOT OR HAVE NOT BEEN THE SUBJECT OF GOOD FAITH

DISCUSSIONS WITH AN APPROPRIATE FEDERAL OR STATE

GOVERNMENTAL AUTHORITY OR AGENCY PERTAINING TQ RESPONSE

ACTIONS OR ARE NOT SURJECT TO A FEDERAL OR STATE ORDER

REQUIRING RESPONSE ACTION.

t¥¥{m) The term "poultry"” includes all chickens,
turkeys, geese, ducks, and other birds raised in
domestication to produce food or feathers.

tmy{n) The term "property" includes moneys, credits,
bonds, stocks, franchises, and all other matters and things,
real, personal, and mixed, capable of private ownership.
This definition must not be construed to authorize the
taxation of the stocks of any company or corporation when
the property of such company or corporation represented by
the stocks is within the state and has been taxed.

tn¥(o) The term "real estate” includes:

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

{ii) al} mines, minerals, and quarries in and under the
land subject to the provisions of 15-23-501 and Title 15,
chapter 23, part B; all timber belonging to individuals or
corporations growing or being on the lands of the United

States; and all rights and privileges appertaining thereto.

tey{p) "Research and developmer: firm" means an entity
incorporated under th- ‘2ws of  this state or a foreign
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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.

tp+(q) The term "taxable value" means the percentage of
market or assesgsed value as provided for in Title 15,
chapter 6, part 1.

tq¥{r) 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 corperation” or
"municipality" or "taxing unit" shall be deemed to include a
county, city, incorporated town, township, school di§trict,
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 bcard."
Section 5. Section 15-7-103, MCA, is amended to read:

"15-7-103. Classification and appraisal -- general and

uniform methods. (1) It is the duty of the department of
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revenue to implement the provisions of 15-7-101 through
15-7-103 by providing:

(a) for a general and uniform method of classifying
lands in the state for the purpose of securing an equitable
and uniform basis of assesswment of said lands for taxation
purposes;

(b} for a general and uniform method of appraising city
and town lots;

(c) for a general and uniform method of appraising
rural and urban improvements;

(dy for a general and uniform method of appraising
timberlands;

(@) for a general and uniform method of appraising

poliuted property.

{2} All 1lands shall be classified according to their
use or uses and graded within each class according to soil
and productive capacity. In such classification work, use
shall be made of s0il surveys and maps and all other
pertinent available information.

{3) all lands must be classified by parcels or
subdivisions not exceeding 1 section each, by the sections,
fractional sections, or lats of all tracts of land that have
been sectionized by the United States government, or by
metes and bounds, whichever yields a true deseription of the

land.
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(4) All agricultural lands must be classified and
appraised as agricultural lands without regard to the bhest
and highest value use of adjacent or neighboring lands.

(5) In any periocdic revaluation of taxable property
completed under the provisions of 15-7-111 after January 1,
1986, all property classified in 15-6-134 must be appraised
on its market value in the same year, The department shall
publish a rule specifying the year used in the appraisal.

{6) All sewage disposal systems and domestic use water
supply systems of all dwellings may not be appraised,
assessed, and taxed separately from the land, house, or
other improvements in which they are located. In no event
may the sewage disposal or domestic water supply systems be
included twice by including them in the wvaluation and
assessing them separately."

Section 6. 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 wvalue 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 cne

approximation of market value, the department shall fully
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consider reduction in value caused by depreciation, whether
through physical depreciation, functional obsolescence, or
economic 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, 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 wvehicle before reconditioning
and profit margin. The department cf revenue shall prepare
valuation schedules showing the average wholesale value when
no national appraisal guide exists.

(3) The department of revenue or its agents may not
adopt a lower or different standard of value from market
value in making the officlal assessment and appraisal of the
value of property, except:

(a} the wholesale value for agricultural implements and
machinery is the locan value as shown in the Official Guide,
Tractor and Farm Equipment, published by the national farm
and power equipment dealers assoclation, St. Louis,
Missouri;

(b} for agricultural implements and machinery not
listed in the official guide, the department shall prepare a
supplemental manual where the values reflect the same

depreciation as those found in the officiai guide: and
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(c) as otherwise authorized in Title 15 and Title 61.

{4) For purposes of tarxation, assessed value is the
same as appraised value.

{5) The taxable value for all property is the
percenrage of market or assessed value established for each
class of property.

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

(a} Properties in 15-6-131, under class one, are
assessed at 100% of the annual net proceeds after deducting
the expenses specified and allowed by 15-23-503 cor, if
applicable, as provided in 15-23-515.

{b) Properties in 19-6-132, under <class two, are
agsessed at 100% of the annual gross proceeds.

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

(d) 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.

(7) Properties in [section 11 are assessed at 100% of

market value as provided in [section 3].
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€7¥({8) Land and the improvements thereon are separately
assessed when any of the following conditions occur:

{a) ownership of the improvements is different from
ownership of the land;

{b) the taxpayver makes a written request; or

(c) the land is outside an incorporated city or town.
(Subsection (6){d) terminates January 1, 1991--sec. 10, Ch.

681, L. 1985.)"

SECTION 7. SECTION 15-16-403, MCA, IS AMENDED TO READ:

®15-16-403. Lien on real property and improvements. (1}
Every tax due upon real property is a lien against the
property assessed, and every tax due upon improvements upon
real estate assessed to other than the cwner of the real
estate is a lien upon the land and improvements, which
several liens attach as of January 1 in each year.

{2) A tax due on class twenty-one property is a lien

against ati-reai-and-persconat-property-owned-by-the-owner-of

the-¢iass-twenty-one-property-as—wyeili-as--a--lien—-upon--the

property--upen—-whieh-the-caxes—are-due THE CLASS TWENTY-ONE

PROPERTY ASSESSED."

NEW SECTION. Section 8. codification instruction. (1)
[Section 1] is intended to be codified as an integral part
of Title 15, chapter &, part 1, and the provisions of Title
15, chapter &, part 1, apply to [section 1l].

(2) ({Sections 2 and 3] are intended to be codified as

-13- HB 801
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an integral part of Title 15, chapter 7, and the provisions

of Title 135, chapter 7, apply to [(secticns 2 and 3].
NEW SECTION. Section 9. aApplicability. {This act]

applies to taxable years beginning after December 31, 1992,

-End-
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Free Conference Committee 9«9- 5
on House Bill 801
Report No. 1, April 23, 1991

Page 1 of 2

Mr. Speaker and Mr. President:

We, your Free Conference Committee met and considered House Bill
801 and recommend that House Bill 801 ({reference copy -- salmon)
be amended as follows:

1, Title, line 9.
Following: “ef”
Insert: "ALL OTHER PROPERTY OWNED BY THE OWNER OF"

2. Title, linea 10.
Strike: "ASSESSED"

3. Page 2, line 21.
Strike: "UNADDRESSED"

4, Page 2, line 24 through page 3, line 2,
Strike: "THAT" on page 2, line 24 through "OR" on page 3, line 2

5. Page 6, line 21,
Following: "activity"®
Insert: "and includes postreclamation property that remains

environmentally unsound or is subject to environmental land
use controls"®

6, Page 7, lines 1 through 4.

Strike: "ARE" on line 1 through “OR" on line 4
Following: "STATE" on line 4

Insert: "court or administrative"

Following: "ORDER"

Insert: "or consent decree"”

7. Page 13, lines 19 and 20.
Strike: "THE CLASS TWENTY-ONE PROPERTY ASSESSED"
Insert: "all real and personal property owned by the owner of the

class twenty-one property as well as a lien upon the
property upon which the taxes are due"

ADOPT

REJECT B61128BCC_HSF

April 23, 1991

Page 2 of 2

And this Free Conference Committee report he adopted.

For the House:

Rep. Raney, Chair

For the Senate:

-

Sen. Bianchi, Chair

'

Sen{ [ynch /

) el

‘Rep. Hoffmi&/

Seh, Beck '~

Fecr B!
HB Fo!

B61128CC . HSF
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HOUSE BILL NO. 801
INTRODUCED BY MENAHAN, HARRINGTON: MCCARTHY
A BILL FOR AN ACT ENTITLED: "AN ACT DEFINING POLLUTED
PROPERTY FOR THE PURFOSES OF TAXATION; ESTABLISHING A PUBLIC
POLICY FOR THE TAXATION OF POLLUTED PROPERTY; PROVIDING FOR

A METHOD OF APPRAISING POLLUTED PROPERTY; PROVIDING THAT

UNPAID TAXES ON CLASS TWENTY-ONE PROPERTY ARE A LIEN ON ABR

OTHER-PROPERTY -OWNED-B¥ -FHE-_GWNER--6P ALL OTHER PROPERTY

OWNED BY THE OWNER OF THE CLASS TWENTY-ONE PROPERTY

ASSESSEP; AMENDING SECTIONS 15-1-101, 15-7-103, AND
15-8-111, AND 15-16-403, MCA; AND PROVIDING AN APPLICABILITY

DATE."

STATEMENT OF INTENT

A statement of intent is required for this bill because
{section 3] requires the department of revenue to adopt
rules for the appraisal of polluted property. At a minimum,
the legislature intends that the rules should include but
not be limited to procedures for determining:

(1) which parcels of land and which improvements are
environmentally unsound or nonproductive as a result of
mining, smelting, refining, or other human activity;

(2) the value of such property, recognizing the state's

policy that polluted property should be valued as if it were
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environmentally sound and productive; and

{3} the point at which property previously meeting the
definition of polluted property is no longer polluted.

In determining a general and uniform procedure for
determining which property is polluted, the department of
revenue may use the expertise of or definitions wused by a

department or agency of the state of Montana or the United

States.

BE IT ENACTED BY THE LECISLATURE OF THE STATE OF MONTANA:
NEW SECTION. Section 1. class twenty-ome property -—-—

description -- taxable percentage. (1)} Class twenty-one

property includes all property

defined as “polluted

property” under 15-1-101.
(2) Class twenty-one property is taxed at ewice-the
tarabie-percentage-rate-appiicabie—to—-ciass—-four—-preperty

under-15-6-134+2¥tay Bt OF MARKET VALUE,

NEW SECTION. Section 2. policy. It is the policy of

the state of Montana that an incentive should be provided to
the owners of polluted property that has been rendered
environmentally unsound or nonproductive because of
UNAPBRESSED pollution from mining, smelting, refining, or
other human activity to make the property environmentally
sound and productive. Tc carry out this policy, the state of

Montana finds that polluted property FHAP-IS-NOP-SR-HAS--RE?

-2- HB 801
REFERENCE BILL: Includes Free
Conference Committee Report

Dated_4-22-9/
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BEEN---~9HE---SHEJEEY——-OP--600D-—PATPH--BISEYSSIONS--WIFH--AN

AFPPROPRIATE--FEBERAL——OR--STAPE--G6VERNMENTAE--AEFHORIT¥--OR

AGENEY¥-PERFAINING-TO-RESPONSE-AS¥IONS5-0R THAT I35 NOT SUBJECT

TO A FEDERAL OR STATE ORDER REQUIRING RESPONSE ACTION should

be valued as if it were productive and environmentally sound
but taxed at a rate higher than other property. The
incentive provided through this policy is for the owners of
polluted property to return the land or improvements to an
environmentally sound and productive state, thereby causing
the polluted property to be taxed at a lower rate.

NEW SECTION. Section 3. vaination -—  minimum -~
rulemaking. (1) The value of polluted property may not be
less than the average value of all other commercial and

industrial property in the county AND MAY NOT BE LESS THAN

§100 PER ACRE.
(a} For polluted 1land, value may be determined by

square footage, acreage, or similar measure.

{b) For pclluted improvements, value must be determined
by replacement cost without adjustment for depreciation of
any kind.

{2) The department of revenue shall promulgate rules to
ensure that polluted property is appraised and assessed as
if it were environmentally sound and productive.

Section 4. section 15-1-101, MCA, is amended to read:

"15-1-101. Definitions. (1) Except as otherwise

-3- HBE 801
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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 Efield crops, fruit, and
other animal and vegetable matter for food or fiber.

{b} The term "assessed valuye" means the value of
property as defined in 15-8-111.

{c) The term "average wholesale value" means the valuye
to a dealer prior to reconditioning and profit margin shown
in national appraisal gquides 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 aubsection (ii).

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

(A) agricultural lands;

{B) timberlands;

{C) single~family residences and ancillary improvemants
and improvements necessary to the functicn of a bona fide

Earm, ranch, or stock operation;

—a- HB 801
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(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 social factors; and that has the potential
of a similar highest and best use.

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

(g) The term “improvements" includes all buildings,
structures, fences, and improvements situated upon, erected
upon, or affixed to land. When the department of revenue or
its agent determines that the permanency of location of a
mobile home or housetrailer has been established, the mobile
home or housetrailer is presumed toc be an improvement to
real property. A mobile home or housetrailer may be
determined to be permanently located only when it is
attached to a foundation which cannot feasibly be relocated
and only when the wheels are removed,

{h) The term "leasehold improvements" means

improvements to mobile homes and mobile homes located on

land owned by another person. This property is assessed

-5- HB 801
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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, sSwine,
goats, horses, mules, and asses.

{j} The term "mobile home" means Eorms of housing known
as "trailers", “"housetrailers", or “"trailer coaches”
exceeding B8 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 8 feet in width or 45 feet in length
used as a principal residence.

(k) The term “personal property” inciudes 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 "polluted propercty"” means land or

improvements that have-been:

(I) HAVE BEEN rendered envircnmentally unsound or

nonproductive because of the effects of mining, smelting,

refining, or other human activity AND INCLUDES

POSTRECLAMATION PROFPERTY THAT REMAINS ENVIRONMENTALLY

UNSOUND OR IS SUBJECT TO ENVIRONMENTAL LAND USE CONTROLS;

AND

-6- HB 801
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(II) ARE LISTED AS A NATIONAL PRIORITY LIST SITE AS

DEFINED IN THE FEDERAL COMPREHENSIVE, ENVIRONMENTAL

RESPONSE, COMPENSATION, AND LIABILITY ACT OF 19B0, As

AMENDED; AND

(ITI) ARE-NET-OR-HAVE-KNOT-BEEN-THE-SHBJECP-0P-600DP~FAETH

DEISEUSSIONS——-WIFH-—-AN-—-APPROPRIATE---FEBERAR---6R---5FPAPE

GOVERNMENTAL-AUPHORITY - —OR--AGENEX-—PERTAINING--FO--RESPONSE

ACTIONS--OR ARE NOT SUBJECT TO A FEDERAL OR STATE COURT OR

ADMINISTRATIVE ORDER OR CONSENT DECREE REQUIRING RESPONSE

ACTION.

tii(m) The term "poultry™ includes all chickens,
turkeys, geese, ducks, and other birds raised in
domestication to produce food or feathers.

tm¥{(n} The term “property" includes moneys, credits,
bonds, stocks, franchises, and all other matters and things,
real, petsbnal, and mixed, capable o¢f 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.

tn¥(c} The term "real estate" includes:

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

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

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

t+o}(p) “Research and development firm" means an entity
incorporated under the 1laws of this state or a foreign
corporation authorized to do business in this state whose
principal purpose 1is to engage 1in 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.

tp¥l{g) The term "taxable value" means the percentage of
market or assessed value as provided for in Title 15,
chapter 6, part 1.

tgr({r}) 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.

_g- HB 801
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{3) The term "state board” or "board" when used without
other qualification shall mean the state tax appeal board."

Section 5. section 15-7-103, MCA, is amended to read:

*15-7-103. Classification and appraisal -- general and
uniform wethods. (1) It is the duty of the department of
revenue to implement the provisions of 15-7-101 through
15-7-103 by providing:

{a) for a general and uniform methed of classifying
lands in the state for the purpose of securing an equitable
and uniform basis of assessment of said landas for taxaticn
purposes;

(b) for a general and uniform method of appraising city
and town lots;

{c) for a general and uniform method of appraising
rural and urban improvements;

{d) for a general and uniform method of app:ai;ing
timberlands;

{e) for a general and uniform method of appraising

polluted property.

{2) all lands shall be classified according to their
use or uses and graded within each class according to so0il
and productive capacity. In such classification work, use
shall be made of soil surveys and maps and all other
pertinent available information,.

{3) All lands must be classified by parcels or

-9- HB 801

[V T - - -

10
11
12
13
14
15
16
17
18
19

20

21

22

HB 0801/04

subdivisions not exceeding 1 section each, by the sections,
fractional sections, or lots of all tracts of land that have
been sectionized by the United States dgovernment, or by
metes and bounds, whichever yields a true description of the
land.

(4) All agricultural lands must be classified and
appraised as agricultural lands without regard to the best
and highest value use of adjacent or neighboring lands.

(5) In any periodic revaluation of taxable property
completed under the provisions of 15-7-111 after January 1.
1986, all property classified in 15-6-134 must be appraised
on its market value in the same year. The department shall
publish a rule specifying the year used in the appraisal.

{(6) All sewage disposal systems and domestic use water
supply systems of all dwellings may not be appraised,
assessed, and taxed separately from the land, house, or
other improvements in which they are located. In no event
may the sewage disposal or domestic water supply systems be
included twice by including them in the valuation and

assessing them separately.”
Section 6. section 15-8-111, MCA, is amended to read:
"15-8-111. Assessament -- 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

-10- HB 801
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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 obsoclescence, 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
wholésale value shown in national appraisal guides and
manuals or the value of the vehicle before reconditioning
and prefit 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
adapt 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 1is 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,

-11- HB 801
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Missouri;

(b} for agricultural implements and machinery not
listed in the official guide, the department shall prepare a
supplemental manual where the values reflect the same
depreciation as those found in the official guide; and

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

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

(5) The taxable value for all property is the
percentage of market or assessed value established for each
class of property.

{6) The assessed value of properties in 15-6-131
through 15-6~133 is as follows:

(a) Properties in 15-6-131, under class one, are
assessed at 100% of the annual net proceeds after deducting
the expenses specified and allowed by 15-23-503 or, if
applicable, as provided in 15-23-515.

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

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

(d) Properties in 15-6-143, under class thirteen, are

~12- HB 801
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assessed at 100% of the combined appraised value of the
standing timber and grazing productivity of the land when
valued as timberland.

{7) Properties in [section 1] are assessed _at 100% of

market value as provided in [section 13].

t3%(8) Land and the improvements thereon are separately
assessed when any of the following conditions occur:

{a) ownership of the improvements 1is different from
ownership of the land;

(b) the taxpayer makes a written reguest; or

(c) the land is outside an incorporated city or town.
(Subsection (6)(d) terminates January 1, 1991--sec. 10, Ch.

681, L. 1985.)"

SECYTION 7. SECTION 15-16-403, MCA, IS AMENDED TO READ:

"15-16-403. Lien on real property and improvements. (1)
Every tax due upon real property is a lien against the
property assessed, and every tax due upon improvements upon
real estate assessed to other than the owner of the real
estate is a lien upon the land and improvements, which
several liens attach as of January 1 in each year.

{2} A tax due on class twenty-one property is a 1lien

against ati-reai-and-personal-property-owned-by-the-swner-of

the——class—-twenty-eone-—property——As-weii-as-a-iien-upon-the

property-upen-which-the-taxes-are-doe PHE--ChASS-—PAENFY-ONE

PROPERP¥--ASSESSEP ALL REAL AND PERSONAL PROPERTY OWNED BY

-13- HB 801
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THE OWNER OF THE CLASS TWENTY-ONE PROPERTY AS WELL AS A LIEN

UPON THE PROPERTY UPON WHICH THE TAXES ARE DUE."

NEW SECTION. Section 8. codification instruction. (1)
{Section 1] is intended to be codified as an integral part
of Title 15, chapter b, part 1, and the provisions of Title
15, chapter 6, part 1, apply to [section 1].

{2) [Sections 2 and 3} are intended to be codified as
an integral part of Title 15, chapter 7, and the provisions
of Title 15, chapter 7, apply to [sections 2 and 3}.

NEW SECTION. Section 9. Applicability. {This act]
applies to taxable years beginning after December 31, 1992,

-End-
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