SENATE BILL NO, 412
INTRODUCED BY CRIPPEN, DRISCOLL, BLAYLOCK, RYE, BENGTSON,
HAGER, KEATING, BURNETT, BRUSKI, WEEDING, DEVLIN, TVEIT,
YELLOWTAIL, T. NELSON, NATHE, H. HANSON, M. HANSON, TOWE,
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SOUTHWORTH, MCCULLOCH, R. JOHNSON, L. NELSON, KIMBERLEY, WHALEN,
RUSSELL, KILPATRICK, PECK, MCCAFFREE

BY REQUEST OF THE DEPARTMENT OF REVENUE

IN THE SENATE

FEBRUARY 16, 1991 INTRODUCED AND REFERRED TO COMMITTEE
ON TAXATICN.

FIRST READING.

MARCH 23, 1991 COMMITTEE RECOMMEND BILL
DO PASS AS AMENDED. REPORT ADOPTED.

MARCH 25, 1991 PRINTING REPORT.
SECOND READING, DO PASS.
MARCH 26, 1991 ENGROSSING REPORT.

THIRD READING, PASSED.
AYES, 38; NOES, 10.

TRANSMITTED TO HOQUSE.
IN THE HOUSE

MARCH 26, 1991 INTRODUCED AND REFERRED TO COMMITTEE
ON TAXATION.

FIRST READING.

APRIL 13, 19891 7 COMMITTEE RECOMMEND BILL BE
CONCURRED IN AS AMENDED. REPORT
ADQOPTED.

APRIL 16, 1991 SECOND READING, CONCURRED IN AS
AMENDED.

APRIL 17, 1991 THIRD READING, CONCURRED IN.

AYES, 77; NOES, 23.

RETURNED TO SENATE WITH AMENDMENTS.
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1991

IN THE SENATE

RECEIVED FROM HOUSE.
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THIRD READING, AMENDMENTS
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REPORTED CORRECTLY ENROLLED.
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BILL NO.

t{/,wd;b/ l')//c (e —
BY REQUEST OF THE DEPARTMENT OF /b/df" fQAEZ?

Egg Ci*"ﬁjf ;‘tju,( Lﬁ,,'.P/i/

V7 L b et
NTT "AN ACT TO PROVID FO

‘i:.ﬁfut: | gi%.-

g %U/EJECT (o]
DEPARTMENT 'S SALES

ASSESSMENT AREA AND PERCENTAGE ADJUSTMENTS WILL BE SUBJECT

INTRODUCED BY

t

lqa £ sl
OVIDE THAT * THE

TO JUDICIAL REVIEW; TO PROVIDE THAT FOR TAX YEAR 1994 AND
THEREAFTER, SALES ASSESSMENT RATIO ADJUSTMENTS WILL BE
ELIMINATED BAND ALL PROFERTY WILL BE REAPPRAISED EVERY 13
YEARS; AMENDING SECTIONS 15-1-181,

15-6-143, 15-7-102,

15-7-111, 15-7-201, AND 15-10-412, MCA, AND SECTION 10,
CHAPTER 681, LAWS OF 1985; AND PROVIDING EFFECTIVE DATES,

APPLICABILITY DATES, AND A PARTIAL TERMINATION DATE."

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

Section 1. Section 15-7-102, MCA, is amended to read:
"15-7-102, Notice of classification and appraisal to
owners -—- appeals. (1} It shall be the duty of the

department of revenue, through its agent as specified in
subsection (2). to cause to be malled to each owner and
contract for deed a notice of the

purchaser under

classification of the land owned or being purchased by him

@ana Legimative Couron

10
11
12
13
14
15
16
17
i8
19
20
21
22
23

24

LC 0980,/01

and the appraisal of the improvements on the land only if
one or more of the following changes pertaining to the land
or improvements have been made since the last notice:

{a) change in ownership;

{b) change in classification;

(c) change in wvaluation; or

(d) addition or subtraction of personal property
affixed to the land.
(2) The county assessor shall assign each assessment to

the correct owner or purchaser under contract for deed and

mail the notice of c¢lassification and appraisal on a

standardized form, adopted by the department, c¢ontaining

sufficient information in a comprehensible manner designed

to fully inform the taxpayer as to the classification and
appraisal of his property and of changes over the prior tax
year.

{3y If the owner o¢f any land and improvements 1is

dissatisfied with the appraisal as it reflects the market

value of the property as determined by the department or

with the classification of his land or improvements, he may
submit his objection in writing to the department's agent.

In an objection to the appraisal of the property, the

department may ccnsider the actual selling price of the

property  and  independent appraisals 2f the property as

evidence of the markec wvalue of the propercy. Independernt

2~ INTRODUCED BILL
SB8 Y12
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appraisals to be considered by the department must be

performed by a licensed appraiser 1if a state licensing

program_is in effect at the time of the appeal. The

department shall give reascnable notice to the taxpayer of
the time and place of hearing and hear any testimony or
other evidence that the taxpayer may desire to produce at
that time and afford the opportunity to other interested
persons to produce evidence at the heafing. After the
hearing, the department shall determine the true and correct
appraisal and classification of the land or improvements and
notify the taxpayer of its determination. In the
notification, the department must state its reasons for
revising the classification or appraisal. When the proper
appraisal and classification have been determined, the land
shall be <classified and the improvements appraised in the
manner ordered by the department.

{4) Whether a hearing as provided in subsectien (3) is
held or not, the department or its agent may not adjust an
appraisal or classification upen taxpayer's objection
unless:

{a) the taxpayer has submitted his obijection in
writing; and

{b) the department or its agent has stated its reasan
in writing for making the adjustment.

{5) A taxpayer's written cgbjection to a classification

_3_
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or appraisal and the department's notification to the
taxpayer of its determination and the reason for that
determination are public records. Each county appraiser
shall make the records available for inspection during
regular office hours.

(6) (&) If any prcperty owner feels aggrieved at the
classification and/or the appraisal made by the department.
he shall have the right to appeal to the county tax appeal
board and then to the state tax appeal board, whose findings
shall be final subject to the right of review in the courts.
The property owner may appeal the base year valuation and

the classification determination. A county tax appeal board

or the state tax appeal board may consider the actual

selling price of the property and independent appraisals of

the property as evidence of the market wvalue of the

property. Independent appraisals to be considered by a

county tax appeal board or the state tax appeal bcard must

be performed by a licensed appraiser if a state licensing

program is in effect at the time of the appeal. If the

county tax appeal board or the state tax appeal board

determines that an adjustment should be made, the department

shall adjust the base value of the property in accordance

with the board's order. If any percentage adjustment

required by the sales assessment ratio study provided in

15-7-111 is applied to the base value, the valuation of the

_4_
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property for the current vyear must be the same as the

board's determination of market wvalue and the property must

continue to be assessed in the area designated by the

department. Fhe-property-ovwner—may--not-—appeat—-the--yeariy
percentage——adjustmenta--thacs--are-specified-in-15-F-+:-amgd
that-may-be-made-as-a-resnt+r-of-the-sates--assessment--ratts
sendys-—the-—-skratum;-~or-—area-designations-as-apecified—in
35-F-13:<

{(b) If a property owner feels aggrieved by either the

percentage adjustment or the area designation established by

the department pursuant toc 15-7-111, he may, within 60 days

of the date the rules provided for in subsection (7)) are

adopted to implement 15-7-111({4)(b), file suit seeking a

declaratory judgment action to review the department's

determination of the percentage adjustment or area

designation.

{c) Venue for the action is the first judicial district

of Lewis and Clark County. The district court shall

consolidate all such actions brought by property owners into

cne proceeding.

(d) During the pendency of the action, the court may

not restrain cor enjoin the department from implementing

either the percentage adjustments or area designations made

by the deparrtment, but the ccurt may direct that the

increase in the property owner's tax be paid into the

_5_
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property tax protest fund of the cocunry in which the

property is located. Upon final Judgment, the court may

srder a portion of the protested tax be refunded to the

property owner or such other remedy as the court considers

appropriate.

(7) The percentage adjustments, stratum, and area
designations must be adopted by administrative rule. An
annual hearing must be held to accept testimony on the
percentage adjustments, stratum, and area designations. The
department shall present its findings and the proposed rules
to the revenue oversight committee.”

Section 2. sSection 15-7-111, MCA, is amended tc read:

"15-7-111l. Periodic revaluation of taxable property ——
publication of sales assegsment ratio studies -- appeal of
revaluations, (1) The department cof revenue shail administer
and supervise a program for the revaluaticn of gll taxable
property wWwithin the state at least every 3 Years. A
comprehensive written reappraisal plan shail be promulgated
by the department. The reappraisal plan adopted shall
provide that all property in each county shall be revalued
at least every 5 years. The department shall furnish a copy
of the plarn and all amendments to the plan to the board of
county commissioners in each county.

{2) The new values determined during a revaluaticn

cycle must be provided to the taxpayers at tne end cf the

,6—‘
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revaluation cycle but may not be placed on the tax rolls
until 1 year following the completion of the revaluation
cycle.

{3) A taxpayer shall appeal ihe new value in advance of
its placement on the tax rolls by filing an appeal pursuant
to 15-.5-102 before the first Monday in June or 15 days
after receiving notice of the new valuation amount,
whichever is later, or be barred from appealing for
untimeliness.

(4) (a) For the taxable year beginning January 1, 1990,
and for every taxable year thereafter, che department shall
conduct a stratified sales assessment ratio study of all
residential 1land and improvements, agricultural l-acre
homesites and improvements, and commercial land and

improvements. Residential improvements include corndominiums

but dc not include mobile homes or housetrallers that are

not taxed as an improvement as defined in 15-1-101. The

sales assessment ratio based cn property sales finalized and
recorded by nac later than November 1 must be used to
determine appraisals for the immediately succeeding tax
year.

{by (i) For tax vyear 1991, if the result of the

stratified sales assessment ratio performed pursuant to

subsection (4)(a) on residential property for tax year 19930

shows for any area an assessment level of less than 80%, the

_7-
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department shall perform a reappraisal of the residential

property in the area. The reappraisal must be performed

using a computer-assisted mass appraisal system based on the

market approach to value, using comparable sales of similar

property. If insufficient sales are available for market

modeling, the department shall reappraise the property using

the cost approach to value.

{(ii) For tax year 1992, if the result of the stratified

sales assessment ratio performed pursuant to subsection

(4)(a) on residential property for tax year 1591 shows for

any area an assessment level of less than 80% or a

coefficient of dispersion with regspect to the value weighted

mean ratio of more than 20%, rounded to the nearest 0.1%,

and an adjustment multiplier of 1.01 or greater, the

department shall perform a reappraisal of the residential

property in the area. The reappraisal must be performed

using the same criteria provided in (4)(b) (i),

(i1i) For tax yeac 1993, if the result of the stratified

sales assessment ratio performed pursuant to subsection

{4)(a) on residential property for tax year 1992 shows for

any area an assessment level of 1less than 80% or a

coefficient of dispersion with respect to the value weighted

mean ratio of more than 20%, rounded to the nearest 0.1%,

and an adjustment multiplier of 1.01 or greater, the

department shall perform a reappraisal of the residential

-B-
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1 must be performed

using the same criteria provided in (&) (b)(1]}.

{iv]

For those areas

subject toc reappraisal under the

provisions of subsecti

on  (4){b)(i) for

tax vyear 1992, the

department shall compare

the stratified

sales assessment

ratio performed in 19

51 to the 193931

assessed value to

determine whether the

area will be s

ubject to further

appraisal.

If that comparison of residential property shows

for the area a coefficient of dispersion with respect to the

value weighted mean ratioc of more than 20%, rounded to the

near

est

0.1%, and an

adjustment mult

iplier of 1.01 or

grea

ter,

the department

shall reapprai

se the area. The

reappraisal must be performed using

the same criteria

provided in {43(bj(i).

The study required in subsection (4) must be based

pted statistica

1 standards and

a statistically valid sample cf sales, wusing data

{5)
-On:
(a) commonly acce
methodology;
(b}
from

realty transfer certificates filed for up to 3 taxable

years prior to the year

acco

unt

analysis;

that

(c)

are

the study is

made, taking into

the dates of the included sales in the statistical

and
the assessments

economically,

and sales for ar

demagraphically,
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similar in order tc determine the sales assessment ratios
for a specific area.

{6) FPFor purposes of cenducting the study required by
subsection (4), the department shall partition the stare
inte as many as 100 areas for residential property and as
many as 20 areas for commercial property. The areas must
contain statistically sufficient numbers of sales and be as
economically and demographically homogenecus as reasonably
practicable,

{7) The department shall use the following procedure to
validate sales information:

(a) Department staff who did not participate in the
determination of appraised values are required to review the
sales rtransactions evidenced by a realty transfer
certificate. The review must be conducted to determine
whether each sale used in the srudy was a valrd,
arm's-length transaction. Ornly valid, arm's-length sales may

be used in the sales assessment ratio study.

(b} The sales information entered in the
computer-assisted appraisal system is considered
confidential, as provided in 15-7-308. However, the

department shall annually publish a repcrt containing the
results of all sales assessment ratio studies done in each
or the areas Jdescriped in  zubsectlion (6). The reporc

containing the results of rhe study must be made avallaele

_10_
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to the public by request or by general disclosure.

(c} The department shall exclude from the sales
assessment ratio study any parcels in which the improvements
have been remcdeled, reconstructed, or expanded between the
time of the assessment and the time of the sales.

(d) The department shall exclude sales assessment
ratios of less than S50% or greater tharn 200%.

(8) (a) The department shall have egualized property
values. throughout the state and may not make further
adjustments to values under this secticn when the

assessments for each stratum within each area identified in

subsection (6) are rescaled tco bring all ratios to within

plus or minus 5% of common value 1 and when the sample size

produces a standard error of less than 5%.

{b) Under the method described in subsection (8)(a),
taxable property in each area 1s considered revalued for
each tax year, based on the results of the sales assessment
ratio study and the adjustments reguired by that study.

(c) Assessments in an area are considered equalized
under subsection (8)(a) if the ratio for the area is within
plus or minus 5% of commcon value 1.*

Section 3. section 15-7-201, MCA, is amended to read:

“15-7-201. (Applicable to 199t 19931 land valuation
schedules) Legislative intent -~- wvalue of agricultural

property. 1) Since tne market value of many agricultural
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properties is based upon speculative purchases which do not

reflect the procductive capability of agricultural tand, it
is the legislative intent that bona fide agricultural
praoperties shall be classified and assessed at a value that
is exclusive of values attributed to urban influences or
speculative purposes.

{2) Agricultural land shall be classified according to
its use, which classificaticns shall include but not be
limited to irrigated use, nonirrigated use, and grazing use.

{3} Within each «class, land shall be assessed at a
value that is fairly based on its productive capacity.

{4) In computing the agricultural land valuation
schedules to take effect on Jannwary-i+3-13%i;-or-on tha date
that the revaluation cycle commencing January 2, 198&, takes

effect pursuant to 15-7-1117 and, thereafter, upon the

effective date when each revaluation cycle takes effect, the

department of revenue shall determine the productive
capacity valuye of all agricultural lands using the formula
V = I/R where:

{a) V is the per-acre productive capacity value of
agricultural land in each land use and production category:

(b} T is the per-acre net income of agricultural land
in each land use and production category and is to be
determined by the department using the formula I = (P - C) U

where:

-12~-
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i) I is the per-acre net income;

{ii) P is the per-unit price of the commodity being
produced;

{(iii) C is the per-unit production cost of the commcdity
being produced; and

{iv) U is the yield in units per acre; and

{c) R is the capitalization rate to be determined by
the department as provided in subsection (%).

(5) Net income shall be:

(a) calculated for each year of a base period, which is
the most recent 3-year period for which data are available,
pricr to a revaluation of property as provided in 15-7-111;
and

{p) based on commodity price and procduction cost data
for the ©base period from such sources as may be considered
appropriate by the department, whiéh sources shall include
Montana state university.

{6) To the degree available, the department shall
compile:

(a) commeodity price data reflecting the average prices
received per unit of measure by Montana farmers and
ranchers. Such data may be obtained from all geographical
areas of the state. Commodity prices may include wheat,
barley, alZalfa hay., grass hay, corn for Qrain, corn for

silage, sugar beets, dry beans, potatces, cattle, and sheep.

-13-
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Government payments may be considered. Typical rental
arrangements may be considered.

(b) production cost data reflecting average costs per
unit of measure paid by Montana farmers and ranchers. Such
data may be obtained from all geographical areas of the
state. Such production costs may include costs relating to
irrigation, fertillzaticn, fuel, seed, weed control, hired
iabor, management, insurance, repairs and maintenance, and
miscellaneous items., Variaticns in specific production cost
data, when affected by different levels of production, and
typical rental arrangements may be considered.

(7) The department shall appoint an advisory committee
of persons knowledgeable in agriculture and agricultural
economics to review the data prepared by Montana state
university and advise the department on the implementation
of subsections (2) through (6). The advisory committee shall
include cne member of the Montana state university staff.

(8) Net income shall be determined separacely for lands
in irrigated wuse, nonirrigated wuse, and grazing use and
shall be calculated for each use and producticn level
according to the provisions of subsections (4) through (7).

{9} The vcapitalization rate shall be calculated for

each year of the base period and 1is the annual average

interest rate on agricultural  loans  as  reported by the
federal band bank assocviation of Spokane, Washington, plus

-14-
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the effective tax rate in Montana.

{10) The etfective tax rate shall be calculated by the
department for each year of the base peried by dividing the
total estimated tax due on agricultural land in the state by
the total productive capacity wvalue of agricultural land in
the state.”

Section 4. Section 15-6-143, MCA, is amended to read:

*15-6-143. {Pemperary¥y--Class thirteen property -—
description -- taxable percentage. (1) Class thirteen
property includes all timberland.

{2} Timberland is contigucus land exceeding 15 acres in
one ownership that is capable cof producing timber that can
be harvested in commercial quantity.

{3) Class thirteen property is taxed at the percentage
rate "P" of the combined appraised wvalue of the standing
timber and grazing productivity of the property.

(4) For taxable vyears beginning January 1, 986 19394,
and thereafter, the taxable percentage rate "P" applicable
to class thirteen property 1is 30%/B, where B 1is the
certified statewide percentage increase to be determined by

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

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

nearest 0.0l% and shall be calculated by the department
before July 1, 1986 1394.

{(5) (a) Prior to July i, 1986 1994, the department
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shall determine the certified statewide percentage increase
for class thirteen property using the formula B = X/Y¥Y,.
wheres

(i) X is the appraised value, as of January 1, 1986

1994, of all property in the state, excluding use changes

cccurring 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, 1985
1993, of all property in the state thats-as--ef--Jandary-—iz
9867 would be classified under c¢lass thirteen as class

thirteen is described in this section as it reads in 1983.

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

(6) After July 1, 1986 1994, no adjustment may be made
by the department to the taxable percentage rate "P" until a
valuation has been made as provided in 15-7-11l. +{Ferminates
January-17-39391t--sees-87-Ch--68L7-bx-1385=:3"

Section 5. section 10, Chapter 681, Laws of 1985, isg
amended to read:

"Section 10. Effective date -~ termination date. This
act is effective January 1, 1%B6, and except for sectien-3

sections 2 through 4, terminates January 1, 19%:p."

Section 6. 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

~i6-
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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 c¢rops, fruit, and
other apnimal and vegetable matter for food or fiber.

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

(¢) 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 wvaluation
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 corperation 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) timberlands;

(C) single-family residences and ancillary improvements
and improvements necessary to the function of a bena fide
farm, ranch, or stock operation;

{D) mobile homes used exclusively as a residence except

when held by a distributor or dealer of trailers cor mobile

-17-
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homes as his stcck 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.

(£) 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 upen, erected
upon, or affixed ts land. When the department of revenue or
its agent determines that the permanency of locaticr cof a
mobile home or housetrailer has been established, rhe mobile
home or heousetrailer 1is presumed to be an impreovement to
real property. A mobile heme or housetrailer may be
determined to be permanently located only when it is
attached to a foundaticn which cannct feasibly be relocated
and only when the wheels are removed.

(h) The term "leasehold improvements" means
improvements to mobile homes and mebile hcomes located on
land owned by another person. This property is assessed
under rhe appropriare ciassification and the taxes are due

and pavable in  twoe payments as provided in 15-24-202.

-18~
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Delinguent taxes on such leasehold improvements are a lien
only on such leasehold improvements.
(i) The cerm *"livestock" means cattle, sheep, swine,

goats, horses, mules, and asses.

{3) The term "mcbile home" means forms cf housing knewn

as "srailers'", "housetrailers”, or "trailer ccaches” .

exceeding 8 feetr in width or 45 feet in length, designed o
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 a principal residence.

(k) The term “personal property” includes everything
that is the subject of ownership but that 1s 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, credics,
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 cf such company or corporation represented by

the stocks is within the state and has been taxed.

..lg_
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{n) The term "real estate” includes:

(i) the possession of, claim to, ownership of, or right
tc 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 cimber belonging to individuals or
corporations growing or being on the lands of the United
States:; and all rights and privileges appertaining thereto.

{(Q) "nesearch and development Efirm" 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 rto engage in theoretical analysis,
exploration, and experimentation and the extensiocn 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.

qu——The-term—“weighted*meun-nasesamenb—rntio“—means—the
tetai—-of-—ehe——assessed——vaiues—divided—by—the—tetai-of~the
seiiéng—prfces—ef—ai}—arca—sa%es—in-the—strﬂtum:
corporaticn” or

(2) The phrase "municipal
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"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 qualificaticn shall mean the state tax appeal board."

Section 7. secticn 15-7-102, MCA, is amended to read:

"15-7-102. Notice of classification and appraisal to
owners -—— appeals. (1) It shall be the duty of the
department of revenue, through its agent as specified 1in
subsection (2), to cause to be mailed to each owner and
purchaser under contract £or deed a notice of the
classification of the land owned or being purchased by him
and the appraisal of the improvements on the land only if
one or more of the following changes pertaining to the land
or improvements have been made since the last notice:

(a) change in ownersnpip;

(b} change in classification;

{c) change in valuation; or

(d) addition or subtraction of personal property
affixed to the land.

{2) The county assessor shall assign each assessment to
the correct owner or purchaser under contract for deed and

mail the notice of classification and appraisal on a

_21_
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standardized form, adopted by the department, containing
sufficient information 1in a comprehensible manner designed
to fully inform the taxpayer as to the classification and
appraisal ¢f his property and of changes over the prior tax
year.

(3) If the owner of any land and improvements is

dissatisfied with the appraisal as it reflects the market

value of the property as determined by the department or

with the classification of his land or improvements, he may
submit his objection in writing to the department's agent.

In an objection to the appraisal of the property, the

department may consider the actual selling price of the

property and independent appraisais o¢f the property as

evidence of the market value of the property. Independent

appraisals to be considered by the department must be

performed by a licensed appraiser If a state licensing

program  is  in  effect at the time of the appeal. The

department shall give reascnable notice to the taxpayer of
the time and place of hnearing and hear any testimony or
other evidence that the taxpayer may desire to produce at
that time and afford the oppeortunity to other interested
persons to produce evidence at the hearing. After the
hearing, the department shalli determine the true and correct
appratsal and classificacion of the laand or improvements and

notify the taxpayer of its decerminatisn. In the
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notification, the department must state its reasons for
revising the c¢lassification or appraisal. When the proper
appraisal and classification have been determined, the 1land
shall be classified and the improvements appraised in the
manner ordered by the department.

[4) Whether a hearing as provided in subsection (3) is
held or not, the department or its agent may not adjust an
appraisal or classification upon taxpayer's objection
unless:

{a) the taxpayer has submitted his obijection in
writing; and

{b}) the department or its agent has stated 1its reason
in writing for making the adjustment.

{5] A taxpayer's written objection to a classification
or appraisal and the department's notification to the
taxpayer of its determination and the reason for thar
determination are public¢ records. Each county appraiser
shall make the records available for inspection during
regular cffice hours.

{(6) If any property owner feels aggrieved at the
classification and/or the appraisal made by the department,
he shall have the right to appeal tc the county tax appeal
board and then to the stare tax appeal board, whose Efindings
shall be final subject to the right of review in the courts.

The property owner may appeal the base year valuation and
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the classification determination. A county tax appeal board

or the state tax appeal board may consider the actual

selling price of the property and independent appraisals of

the property as evidence of the market wvalue of the

property. Independent appraisals to be corsidered by a

county tax appeal board or the state tax appeal board must

be performed by a licensed appraiser if a state licensing

program is in effect at the time of the appeal., If the

county trax appeal board or the state tax appeal board

determines that an adjustment should be made, the department

shall adjust the base walue of the property in accordance

with the board's order. Phe-property-owner-may-not-appenal

the-yeariy-percentage-—adiustments—-that--are-~spectfied--in
¥5-?-ttt--and--that--may--be--made--as-a-resuit-cf-the-aates
aAssessment-ratic-sendyr;-the-stratumr-ar-area-desiqnationa-nas
specified-in-15-F-331-

+#y--FThe--percentage-—adiustments;——stratum;--and-——area
desrgnations--muse—-be--adopted--by——admintstrative-ruier—an
annuat-hearing-must-be--heid-~ta-—-—accept——testimeny-—on-—the
percentage-—-adjustments;-stracumr-and-area-designations s—Fhe
department-shati-present—its-findings-and-the-propesed-rutes
to-the-revenue-oversight-committeas”

Section 8. section 15-7-111, MCA, is amended to read:

"165-7-111. Periodic revaluation of taxable property -—-

pubticatien--of--saiea-ssaesament-ratio-studies————appealt-of

. =24~
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revaruattens. (1) The department of revenue shall administer
and supervise a program for the revaluation of all taxable
property within the state at 1least every &5 3 years. A
comprehensive written reappraisal plan shall be promuigated
by the department, The reappraisal plan adopted shall
provide that all property in each county shall be revalued
at least every 5 3 years. The department shall furnish a
copy of the plan and all amendments to the plan to the board
of county commissioners in each county.

(2) The new values determined during a revaluation
cycle must be provided to the taxpayers at the end of the
revaluation cycle but may not be placed on the tax rolls
until 1 year following the completion of the revaluation
cycle,

+3y--A-taxpayer—shali-appeai-the-new-value-in-advance-of
tea—-pisceament-an-the—tax-saiks-by-firiing-an-appesi-pursuanc
r®-15-15-192-before-the-first-Mondey--¢tn—-June--or--15--days
aftar-—-«receiving-—-notice--of--the-—new—-vatnatron-—-amsouney
whichever--ta——-tatery--ar-——pe-—-parred--frem—-appeating-—-for
untimetinesss

t4y-—Per-che—taxabie-year-beginning-danuary-t7-1398y-anrd
for--avery--caxable-~year--thereaftery-—che-department—-shail

condues-a-stratified-sates-assessment--ratio-—-acudy--of--aii

reaidenttat---rand--and--improvements;--agqricutbturat--t-sere
homesites——and--improvements;—-and-——commerciat---tand---and
=25~
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improvemenr s - —-Fhe——-sales-assesament-ratico-based-on-property
sgles-f£inatized-and-recorded-by—no--tater-—than-—-November—-%
mase-—ba--used--to--determine-—appraisats-for-che-tmmediatety
succeeding-tax—years

t5y——Fhe-study-required-in-subsaction-t4r-muse-be--based

tay-—commonty---accepred---statisticai---atandards—---and
methodatagys

tbi-——a-—staciscirecatiy-—-varid-sampie-of-sajeay-using-datsa
from-reaity-transfer-cererfroates-£fited-for-up-to-3--taxabie
yeers--prior-—to--the--year—-the--study-is-made;-eaking-into
ateount—the-dates-cf-the-inecinded-satea—in--the--startatiecal
anatystsc—and

tey¥—-the-—assessments--and-——-3ates-fapr-areas-of-che-atarea
that-are-sconomiecatly;-demographicattyrs--and--geoqgrapnicatty
simtiar--in—-order--to-determine—the-salen-assessment-rarina
for-a-aspectfic-areac

t6t--For-purposes-cf-condueting-the--study--required--pby
subsection-—té3r-—the-—deparement--shati-particion—the-stace
tnes-As-many-as-168-areas—for-residential--property--and--as
many-~as-—26--—areas--for-commerciat-propertyr-Fhe-areas-must
contatn-stariseicativ-asuffictent-numbers-af-aates-and-be--as
ezonomicatiy-—and--demegrapnicatiy-homogeresus-as-reasornabiy
pracereabtes

t71--The-departrent-shati-use-rhe-foliowing-procedure-tes

-26-
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vatidate-sates-infarmations

tay--Depart rent-staff-whe-did-—not--participate-——in——che
dereemination-cf-appraised-valines-are-regquired-to-reviaw-che
saltes——-pransaetions---svidenced---py---a—--realry--transfer
ecartificate--Phe--review—-musc--be--conduceced--to--determine
whether---each---sate-—--used-—-in-~-the--study--was--a--vatids
armis-tenqth-transactions-onty-vatid;-armia-iengeh-sates-may

be-used-in-the-sates-assessment-ratio-seudys

thi--Fhe----satesa-~~—information—--—--entered----in~~——the
cemputer-assrsted-———appraisal----system-—--ia----censidered
confidenttat;—-as--provided--tn---15-7-388+----Howeverr-—-—the

department--shati--annuatiy--pubtish-a-repare-cencaintng-the
resuits-cf-ati-sates-assesament-rario-secudies-done—-in-—-each
af--che--preas--deseribed--in--subsecrioan-——-+6¥7-~—Fhe--repart
containing-——cha-—-resntts-of-the-study-must-ba-made-avatiabie
ta-the-publtc-by-request-or—-by-generai-drsciosures
tey--Fhe--department--shati-—excinde--from—-—the-—-sates
aasecsament-ratio-—study-any-parcais-in-whiena-the-improvements
Rave--pean-ramodatedr-reconstructed;-or-expanded-batwean—the
time-of-the-aassessment-and-ehe-time-of-che-sates:
tdy~~Fhe--department-—-shaii-——exctnde--saies---assessament
ratics-of-tess-than-568%-or-greater—than-26868%<
t8y--tay-fhe--deparement--sihaii-—have-equatized-property
vatues-—throunghont——the-—aseace-—and--may-—nore--make-—furkher

ad4nsements——-to--vatues—-—under——-chta-—--seecrten——-when---the
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assessments—-for-esach-stracum-within-ench-area-identified-in
subsection-(6j~are-rescated-te-bring-ali--ratros--to--commen
vaiue--i--and-when-the-sampie-stre-produces-a-standard-arrar
ef-tess-than-5%;
thy—-Brder-she-method-describad-—in-—-subsection--+t83tady
taxabie-—-properey--in--each--area-is-considered-revaiued-for
each-tax-yeary—based-on-the-resgita-af-the-sates-—assessment
pacio-sendy-and-the-adjusemenea-raguired-by-that—secudys
tci-~Asssasaments--in--an--area--are—-considered-equatrired
snder-subsecktiran—tBYtay—tf-she~ratio-for-the-arena-ts--within
pius-or-minus-5%-of-common-vatue—-3<"

Section 9. Ssection 15-10-412, MCA, is amended to read:

"15-10-412. Property tax limited ¢to 1986 levels ——
clarification -- extension to all property classes. Section
15-10-402 is interpreted and clarified as follows:

{1) The limitation to 1986 levels is extended to apply
to all classes of property described in Title 15, chapter 6,
part 1.

{2) The limitation on the amount of taxes levied is
interpreted to mean that, except as otherwise provided in
this section, the actual tax liability for an individual
property 1is capped at the dollar amount due in each taxing
unit for the 1986 tax year. In tax years thereafter, the
property must be taxed in each taxing unit at the 1986 cap

or the product o©f the taxable wvalue and mills levied,
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whichever is 1less for each taxing unit, except in a taxing
unit that levied a tax in tax years 1983 through 1985 but
did not levy a tax in 1986, in which case the actual tax
liability for an individual property is capped at the dollar
amount due in that taxing unit for the 1985 tax year.

{3) The limitation on the amount of taxes levied does
not mean that no further increase may be made in the total
taxable valuation of a taxing unit as a result of:

{a) annexation of real property and improvements into a
taxing unit;

(b) construction, expansion, or remodeling of
improvements;

(c) transfer of property into a taxing unit;

(d) subdivision of real property;

{e) reclassification of property;

{E) increases in the amount of production or the value
of production for property described in 15-6-131 or
15-6-132;

fg) transfer of property £from tax-exempt to taxable
status; or

{h) revaluations caused by:

ti) cyclical reappraisal; or

{ii) expansion, addition, replacement, or remodeling of

improvementss-er.

t-~inereases-~—in---properry-~-vatuatien--pursuanc--teo
prop ¥ P

~20-
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35-3-333+4y-througn-t8)-tn-order-to-eguatize-propesty-vatues
annuat iy

{4) The limitation on the amount of taxes levied does
not mean that no further increase may be made in the taxable
vaiuation or in the actual tax liability on individual
property in each class as a result of:

(a) a revaluation caused by:

{i) construction, expansion, replacement, or remodeling
of improvements that adds value to the property; or

(ii) cyclical reappraisal:;

{b) transfer of property into a taxing unit:

{c) reclassification of property:

{d) increases in the amount of production or the vailue
of production for property described in 15-6-131 or
15-6-132;

(e) annexation of the individual property into a new
taxing unit; or

(£) conversion of the individual property from
tax-exempt to taxable statust-ers,

tgf--tncreases——in--preaperty—--vainarien---pursuant--—-to
$5-7-13t{+44-through-{t8y-itn-order~ro-—equatize-property-valtues
annaatiy=

(5} Property in «classes four, twelve, and fourteen is
valued acoording ta the provedures used in 1386, itncluding

the desigpation of 1982 as the base vyear, unctii the
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reappraisal cycle beginning January 1, 1986, is completed
and new valuat.ons are placed on the tax rolls and a new
base year designated, if the property is:

{a) new construction;

(b) expanded, deleted, replaced, or remodeled
improvements;

(c) annexed property: or

{d) property converted from tax-exempt to taxable
status.

(6) Property described in subsections (5)(a) through
{5)3(d) that is not <c¢lass four, class twelve, or class
fourteen property is valued according to the procedures used
in 1986 but is also subject to the dollar cap in each taxing
unit based on 1986 mills levied.

(7) The limitation on the amount of taxes, as clarified
in this section, is intended to leave the property appraisal
and valuation methodology of the department of revenue
intact. Determinations of county c¢lassifications, salaries
of local government officers, and all other matters in which
total taxable valuation 1is an integral component are not
affected by 15-10-401 and 15-10-402 except for the use of
taxable wvaluation in fixing tax levies. In fixing tax
levies, the taxing units of local government may anticipate
the deficiency in revenues resulting from the tax

limitations in 15-10-401 and 15-10-402, while understanding
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that regardless of the amount of mills levied, a taxpaver's
liability may not exceed the dollar amount due 1n each
taxing unit for the 1986 tax year unless:

{a) the taxing unit's taxable valuation decreases by 5%
or more from the 1986 tax year. If a taxing unit's taxable
valuation decreases by 5% or more from the 1986 tax year, it
may levy additional mills to compensate for the decreased
taxable valuation, but in no ¢ase may the mills levied
exceed a number calculated to equal the revenue from
property taxes fFor the 1986 tax year in that taxing unit.

{(b) a levy authorized under Title 20 raised less
revenue in 1986 than was raised in either 1984 or 1985, 1in
which case the taxing unit may, after approval by the voters
in the taxing unit, raise each year thereafter an additiocnal
number of mills but may not levy more revenue than the
l-year average of revenue raised for that purpcse during
1984, 1985, and 19B6;

[c} a levy authorized in 50~2-111 that was made in 1986
was for less than the number of mills levied in either 1984
or 1985, in which case the taxing unit may, after approval
by the voters in the taxing unit, levy each year thereafter
an additional number of mills but may not levy more than the
3-year average number of mills levied for that purpose
during 1984, 1385, and 1986.

(8) The limitation on the amount of taxes levied does

-32-
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not apply to the following levy or special assessment
categories, whether or not they are based on commitments
made before or after approval of 15-10-401 and 15-10-402:

{a) rural improvement districts;

{b) special improvement districts;

(¢} 1levies pledged for the repayment of bonded
indebtedness, including tax increment bonds;

{(d) city street maintenance districts;

ey tax increment financing districts;

{£) satisfaction of judgments against a taxing unit;

(g) st:eet‘lightlng assessments;

(h) revelving funds to support any categories specified
in this subsection (8);

{i) levies for economic development authorized pursuant
to 90-5-112{4); and

{j) elementary and high school districts.

(5) The limitation on the amount of taxes levied does
not apply in a taxing unit if the voters in the taxirg unit
approve an increase in tax liability following a resolution
of the governing body of the taxing unit containing:

fa) a finding that there are insufficient funds to
adequately operate the taxing unit as a result of 15-10-401
and 15-10-402;

(b} an explanation of the nature o©f <the financial

emergency:
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(e} an estimate of <the amount of funding shortfall
expected by the taxing unit:

(d) a statement that applicable fund balances are oOr by
the end of the fiscal year will be depleted;

(e} a finding that there are no alternative sources of
revenue;

(f) a summary of the alternatives that the governing
body of the taxing unit has conslidered; and

(g} a statement cof the need for the increased revenue
and how it will be used.

{10} (a) The limitaticon on the amount of taxes levied
does not apply to levies required to address the funding of
relief of suffering of inhabitants caused by famine,
conflagration, or other public calamity.

(b} The limictarion set forth in this chapter on the
amount of taxes levied does not apply to levies to support a
city-county board cf health as provided in Title 50, chapter
2, if the governing bodies of the taxing units served by the
board o<f health determine, after a public hearing, that
public health pregrams require funds to ensure the public
health. A levy £for the support of a lccal beoard of health
may not exceed the 5-mill limit established in 50-2-111.

(11} The limitation on the amount of taxes levied by a
taxing jurisdiction subject te a statutory maximum mill Jevwy

does not  prevent a taxing jurisdiction frem increasing its
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number of mills beyond the statutory maximum mill levy to
produce revenue equal to its 1986 revenue.

{12} The 1limitation on the amount of taxes levied does
not apply to a levy increase to repay taxes paid under
protest in accordance with 15-1-402."

BEW SECTION. Section 10. coordination instruction, If
House Bill No. 340 is passed and approved and if it includes
a section that amends 15-6-143, then the amendments made by
[this act] to 15-6-143(1) through (5) are veid and the
amendments made to 15-6-143(6) by (this act] are to be
codified with the amendments made to 15-6-141 by House Bill
No. 340.

NEW SECTION. Section 11. applicability dates. (1)
[Section 21 applies retroactively, within the meaning of
1-2-109, to property tax year 1991 and is applicable ¢to
taxable years 1992 and 1993.

{2) [Sections 6 through 9) apply to all taxable years
beginning after December 31, 1993.

(3) ([Secticon 5] applies retroactively, within the
meaning of 1-2-109, to taxable years beginning after
December 31, 1990.

NEW SECTION. $Section 12. Tecrmination. {Sections 1 and
2} terminate December 31, 1993.

NEW SECTION. Section 13. Effective dates. (1) Except

as provided in subsection {2), [this act] 1is eftfective on

-35-
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passage and approval.

(2)
1992,

fSections

6

through

-End-
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are effective January 1,



STATE OF MONTANA - FISCAL NCTE
Form BD-15
In compliance with a written request, there is hereby submitted a Fiscal Note for SB0412, as introduced.

DESCRIPTION OF PROPOSED LEGISIATION:

An act to provide for the equalization of residential property by providing that property meeting certain conditions will be
subject to reappraisal; to provide that the department’s sales assessment area and percentage adjustments will be subject to
judicial review; to provide that for tax year 1994 and thereafter, sales assessment ratio adjustments will be eliminated and

all property will be reappraised every 3 years; providing effective dates, applicability dates and a partial termination
date.

FISCAL IMPACT

The purpose of the proposal is to resolve property appraisal problems created by the Supreme Court’s ruling that sales
assessment ratio study adjustments as applied by the department in 1990 are unconstitutional. The proposal would do the
following:

1) Reinstate ratio study adjustments until the current reappraisal cycle is completed in 1993.

2) Provide for reappraisal of individual residential properties in areas with low assessment levels or have poor

assessment uniformity before the end of the current reappraisal cycle in 1993,
3) Reduces the reappraisal cycle after 1993 from 5 years to 3 years.
4) Permits appeals of individual property values.

Based on preliminary analysis;

In FY92, the increase in statewide taxable valuation of $12,105,484 under this proposal would result in the following
additional annual revenue to the university system, and the foundation program accounts.

University System (6 mills): $§ 72,633
State Equalization Aid (40 mllls) 484,219
County Equalization (55 mills): 665,802

Total $1,222,654

The revenue impact on county and other local government revenues will depend on the particular area in which the taxing
jurisdiction is located. Areas experiencing a decrease in taxable values as a result of this proposal would experience a
decrease in local revenues as well; conversely, areas experiencing an increase in taxable value may see an increase in local
revenue. See the attachment for a general description of areas where taxable values would rise or fall.

The proposal would result in reappraising part of the city of Great Falls (effective FY92) and the Bi a and Carbon

County (both effective FY93).

DATE

Attachment (1)

A /\&w,//%/ s 9y

ROD SUNDSTED, BUDGET DIRECTOR DATE BRUCE D. CRIPPEN, PRIMARY SOR
Office of Budget and Program Planning

Fiscal Note for SBO412, as introduced SB ‘f/:'




SB 412 Sales Ratio Studies

Estimated Change in 1990 Taxable Value - Residential Property

Area 15

2ih TS5

Musseishell, Petroleum, Sweet Grass,

_RESIDENTIAL AREAS
Area 1 Carbon County
Area 2 Cascade County -
Great Falls
Area 3 Gallatin County
Bozeman
Area 4 Jefferson County
Area 5 Lewis and Clark County
: Helena
Area 8 Lincoin County
Area 7 Madison County
Area 8 Missoula County
Missoula
Area9  Silver Bow County
Area 10  Stillwater County
Arga 11 Yellowstone County
Billings
Area 12 Mineral and Sanders Counties
Area 13  Flathead County
Kalisp., Whitefish, Col. Falis
Area 14  Fergus, Golden Valley, Judith Basin,
Treasure and Wheatland Counties

Beaverhead, Broadwater, Deer Lodge,
Granite, Meagher, Park and Powell

Percent Current _

Change Taxable Change
2% 6,729,044 134,581
6% 44,189,795 2,654,142
7% 33,521,003 2.278.902
5% 34,104,128 1,825,242
8% 10,319,598 825,568
~5% 5,081,750 {254.088)
4% 30,103,101 1,204,124
4%, 14,219,278 568,771
0% 10,157,998 0
1% 6,600,679 58,422
5% 48,618,415 2,401,709
3% 24,373,720 783,165
2% 16,770,733 259,969
0% 4,610,318 0
0% 79,704,498 0
0% 56,674,408 0
1% 5,780,258 57,803
9% 47,960,898 4,249,203
8% 11,990,741 1,003,488
0% 13,603,208 0
0% 26,333,049 0
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APPROVED BY COMMITTEE
ON TAXATION

SENATE BILL NO. 412
INTRODUCED BY CRIPPEN, DRISCOLL, BLAYLOCK, RYE, BENGTSON,
HAGER, KEATING, BURNETT, BRUSKI, WEEDING, DEVLIN, TVEIT,
YELLOWTAIL, T. MELSOM, NATHE, H. HANSON, M. HANSCN, TOWE,

200K, SCOTT, GILBERT, ELLIS, KELLER, FAGG, BECKER, FORRESTER,

SQUTHWORTH, MCCULLOCH, R. JOHNSON, L. NELSON, KIMBERLEY, WHALEN,

RUSSELL, KILPATRICK, PECK, MCCAFFREE

BY REQUEST OF THE DEPARTMENT OF REVENUE

A BILL FOR AN ACT ENTITLED: "AN ACT TO PROVIDE FOR THE
EQUALIZATION OF RESIDENTIAL PROPERTY BY PROVIDING THAT
PROPERTY MEETING CERTAIN CONDITIONS WILL BE SUBJECT TO
REAPPRAISAL; TO PRQVIDE THAT THE DEPARTMENT'S SALES
ASSESSMENT AREA AND PERCENTAGE ADJUSTMENTS WILL BE SUBJECT
TO JUDICIAL REVIEW: TO PROVIDE THEAT FOR TAX YEAR 1994 AND
THEREAFTER, SALES ASSESSMENT RATIO ADJUSTMENTS WILL BE
ELIMINATED AND ALL PROPERTY WILL BE REAPPRAISED EVERY 3
YEARS; AMENDING SECTIONS 15-1-101, 15-6-143, 15-7-102,
15-7-111, 15-7-201, AND 15-10-412, MCA, AND SECTION 10,

CHAPTER 681, LAWS OF 1985; REPEALING SECTIONS 15-7-132 AND

15-7-133, MCA; AND PROVIDING EFFECTIVE DATES, APPLICABILITY

DATES, AND A PARTIAL TERMINATION DATE."

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

Section 1. Section 15-7-102, MCA, is amended to read:
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")15-7-102. HNotice of classification and appraisal to
owners —— appeals. (1) 1Tt shall be the duty of the
department of revenue, through its agent as specified in
subsection (2}, to cause to be mailed to each owner and
purchaser under contract for Jdeed a notice of the
classification of the land owned or being purchased by him
and the appraisal of the improvements on the land only if
one ar more of the following changes pertaining to the land
or improvements have been made since the last notice:

{a) change in ownership:

(b} change in cliassification;

{c) <change in valuation; or

(d) addition or subtraction of personal property
affixed to the land.

(2} The county assessor shall assign each assessment to
the correct owner or purchaser under contract for deed and
mail the notice of <classification and appraisal on a
standardized form, adopted by the department, containing
sufficient information in a comprehensible manner designed
to fully inform the taxpayer as to the classification and
appraisal of his property and of changes over the prioer tax
yar.

{3) If the owner of any land and improvements is

digssatisfied with the appraisal as it reflects the market

value of the property as detecmined by the department or

—-2- SB 412
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with the classification of his land or improvements, he may
submit his objection in writing to the department's agent.

In an objection to the appraisal of the property, the

department may consider the actual selling price of the

property, and independent appraisals of the property, AND

OTHER RELEVANT INFORMATION PRESENTED BY THE TAXPAYER as

evidence of the market value of the property. iIndependens

appraisals-—-ta——be idered-——by——the-—departmens—-muse—be

perfarmed-by-a--iicansed--appraiser——if--a-——state--iicensing

program-—is--in--effect--at-—-the--time——of-——the--appeair The

department shall give reasonable notice to the taxpayer of
the time and place of hearing and hear any testimony or
other evidence that the taxpayer may desire to produce at
that time and afford the opportunity to other interested
persons to produce evidence at the hearing. After the
hearing, the department shall determine the true and correct
appraisal and classification of the land or improvements and
notify the taxpayer of its determination. In the
notification, the department must state its reasons for
revising the classification or appraisal. When the proper
appraisal and classification have been determined, the land
shall be classified and the improvements appfaised in the
manner ordered by the department.

{4) Whether a hearing as provided in subsection (3) is

held or not, the department or its agent may not adjust an

-3- SB 412
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appraisal or classification upon taxpayer's objection
unless:

(a) the taxpayer has submitted his objection in
writing; and

(b) the department or its agent has stated its reason
in writing for making the adjustment.

(5} A taxpayer's written objection to a classification
or appraisal and the department's notification to the
taxpayer of its determination and the reason for that
determination are public records. Bach county appraiser
shall make the records available for inspection during
reqular cffice hours,

{6) {a&) If any property owner feels aggrieved at the
classification and/or the appraisal made by the department,
he shall have the right to appeal to the county tax appeal
board and then to the state tax appeal board, whose findings
shall be final subject to the right of review in the courts.
The property owner may appeal the base year valuation and

the c¢lassification determination. A county tax appeal board

or the state tax appeal board may consider the actual

selling price of the property, and independent appraisals of

the property, AND OTHER RELEVANT INFORMATION PRESENTED BY

THE TAXPAYER as evidence of the market value of the

property. Independent—-appraisais--to-—be--sansidered-—-by--a

county-—tax——appeai~-board-or-the-state-tax-sppeai-baard-must

-4~ SB 412
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be-parfarmed-py-a-iicensed-appratser—sf——a--atate-—-itcensing

program——is—-in——effeect--at—-che--time-of-the-appeatr If the

county tax appeal board or the state tax appeal board

determines that an adjustment should be made, the department

shall adjust the base value of the property in accordance

with the board's order. If any percentage adjustment

required by the sales assessment ratio study provided in

15-7-111 is applied to the base value, the valuaticon of the

property for the current year must be the same as the

board's determination of market value and the property must

continue to be assessed in the area designated by the

department. Fhe-property-owner-may--not--appeai--the--yearty
percentage-——adiustmenta--that--are-specified-rn-15-3-tti-and
that-nay-be-made-as-a-vesuie-of-the-antes-—assesament-—-ratto
studyr--the——seratumr;--or--area-designations-an-specified-in
35-F-31t~

(b} If a property owner feels aggrieved by either the

percentage adjustment or the area designation established by

the department pursuant to 15-7-111, he may, within 60 days

of the date the rules provided for in subsection (7) are

adopted to implement 15-7-111(4)(b}, file suit seeking a

declaratory judgment action to review the department's

determination of the percentage adjustment or area

designation.

{c) V¥enue-for-the-action-is-the-first—judtetat-districe

—5= SB 412
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of-——hewis--and-—-Eiark—-Countyr The district court shall

congolidate all such actions brought by property owners into

one proceeding. IF THE SUIT ENCOMPASSES MORE THAN ONE

JUDICIAL DISTRICT, THE VENUE FOR_ACTIQN IS <THE FIRST

JUDICTAL DISTRICT OF LEWIS AND CLARK COUNTY.

{d) During the pendency of the action, the court may

not restrain or enjoin the department from implementing

either the percentage adjustments or area designations made

by the department, but the court may direct that the

increase in the property owner's tax be paid into the

property tax protest fund of the county in which the

property is located. Upon final judgment, the court may

order ALL OR a portion of the protested tax TC be refunded

to the property owner or such other remedy as the court

considers appropriate.

{(7) The percentage adjustments, sStratum, and area
designations must be adopted by administrative rule. An
annual hearing must be held tc accept testimony oa the
percentage adjustments, stratum, and area designations. The
department shall present its findings and the proposed rules
to the revenue oversight committee."

Section 2. sectiom 15-7-111, MCA, is amended to read:

"15-7-111. Periodic revaluation of taxable property -—
publication of sales assessment ratio studies —-— appeal of

revaluations. (1) The department of revenue shall administer

-6- 5B 412
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and supervise a program for the revaluation of all taxable
property within the state at least every 5 years. A
comprehensive written reappraisal plan shall be promulgated
by the departmenct. The reappraisal plan adopted shall
provide that all property in each county shall be revalued
at least every 5 years. The department shall furnish a copy
of the plan and all amendments to the plan to the board of
county commissioners in each county.

(2) The new values determined during a revaluation
cycle must be provided to the taxpayers at the end of the
revaluaticn cycle but may not be placed on the tax rolls
until 1 year fellewing the completion of the revaluation
cycle,

{3) A taxpayer shall appeal the new value in advance of
its placement on the tax rolls by filing an appeal pursuant
to 15-15-102 before the first Monday in June or 15 days
after receiving notice of the new wvaluation amount,
whichever is later, or be barred from appealing for
untimeliness,

(4) {a) For the taxable year beginning January 1, 1390,
and for every taxable year thereafter, the department shall
conduct a stratified sales assessment ratio study of all
residential land and improvements, agricultural 1-acre
homesites and improvements, and commercial land and

improvements. Residential improvements include condominiums

—7- SB 412
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but do not include mobile homes or housetrailers that are

net taxed as an improvement as defined in 15-1-101. The

sales assessment ratio based on property sales finalized and
recorded by no later than WNovember 1 must be used to
determine appraisals for the immediately succeeding tax

year.

{b) (i) For tax vyear 1991, if the result of the

stratified sales assessment ratio performed pursuant to

subsection (4)(a) on residential property for tax vear 1990

shows for any area an assessment level of less than 80%, the

department shall perform a reappraisal of the residential

property in_ the area. The reappraisal must be performed

using a computer-assisted mass appraisal system based on the

market approach to value, using comparable sales of similar

property. If insufficient sales are available for market

modeling, the department shall reappraise the property using

the cost approach tc value.

(ii) Por tax year 18592, if the result of the stratified

sales assessment ratio performed pursuant to subsection

(4)(a) on residential property for tax year 1991 shows for

any area an asgegsment level of 1less than B0% or a

coefficient of dispersion with respect to the value weighted

mean ratio of more than 20%, rounded to the nearest 0.1%,

and an_adjustment multiplier of 1.01 or greater, the

department shall perform a reappraisal of the residential

-8- 8B 412
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property in the area. The reappraisal must be performed

using the same criteria provided in (4)(b)(i}.

(iii) For tax year 1993, if the result of the stratified

sales agsessment ratio performed pursuant to subsection

(4)ta) on residential property for tax year 1992 shows for

any area an——assessment--level--of--}esa--than--88%--or--n

cacfficient-of-dispersion-with-respece-ta-tha-vatue-waightad

mean-ratio-of-more—than—-20%7-rounded-te—-the-—nearest-—-0:31%3

and an adjustment multiplier of 1.0l or greater, the

department shall perform a reappraisal of the residential

property in the area., The reappraisal must be performed

using the same criteria provided in (4)(b){i).

(iv) Por those areas subject to reappraisal under the

provisions of subsection (4)(b){i) for tax vear 1992, the

department shall compare the stratified sales assessment

ratio performed in 1991 to the 1991 assessed value to

determine whether the area will be subject to further

appraisal. If that comparison of residential property shows

for the area a coefficient of dispersion with respect to the

value weighted mean ratio of more than 20%, rounded to the

nearest 0.1%, and an adjustment multiplier of 1.01 or

greater, the department shall reappraise the area. The

reappraisal must be performed using the same c¢riteria

provided in (4)(b)(i).

(5) The study required in subsection {(4) must be based
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on:

(a) commonly accepted statistical standards and
methodology:

(b} a statistically wvalid sample of sales, using data
from realty transfer certificates filed for up to 3 taxable
years prier to the vyear the study is made, taking into
account the dates of the included sales in the statistical
analysis; and

(c) the assessments and sales for areas of the state
that are economically, demographically, and geographically
similar in order to determine the sales assessment ratios
for a specific area.

(6) For purposes of conducting the study reguired by
subsection (4}, the department shall partition the state
into as many as 100 areas for residential property and as
many as 20 areas for commercial property. The areas must
contain statistically sufficient numbers of sales and be as
economically and demographically homogenecus as reasonably
practicable.

(7) The department shall use the following procedure to
validate sales information:

{a) Department staff who did not participate in the
determination of appraised values are required to review the
sales transactions evidenced by a realty transfer

certificate. The review must be conducted to determine

-10- SB 412
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whether each sale used in the study was a wvalid,
arm's-length transaction. Only valid, arm's-length sales may

be used in the sales assessment ratio study.

(b} The sales information entered in the
computer-assisted appraisal system is considered
confidential, as provided in 15-7-308. However, the

department shall annually puoblish a report containing the
results of all sales assessment ratio studies done in each
of the areas described in subsection (6). The report
containing the results of the study must be made available
to the public by request or by general disclosure,

{c) The department shall exclude from the sales
assessment ratio study any parcels in which the improvements
have been remodeled, reconstructed, or expanded between the
time of the assessment and the time of the sales.

(d} The department shall exclude sales assessment
ratios of less than 50% or greater than 200%.

(8) (a) The department shall have equalized property
values throughout the state and may not make further
adijustments to values under this sectiaon when the
assessments for each stratum within each area identified in
subsection (6) are rescaled toc bring all ratios to within

plus or minus 5% of common value 1 and when the sample size

produces a standard error of less than 5%.

(b) Under the method described in subsection (8)(a).
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taxable property in each area is considered revalued for
each tax year, based on the results of the sales assessment
ratio study and the adjustments required by that study.

(c} Assessments in an area are considered equalized
under subsection (8)(&) if the ratio for the area is within
plus or minus 5% of common value 1."

Section 3. section 15-7-201, MCA, is amended to read:

*15-7-201. (Applicabie to $99% 1993 land valuation
schedules) Legislative intent -- value of agricultural
property. (1) Since the market value of many agricultural
properties is based upon speculative purchases which do not
reflect the productive capability of agricultural land, it
is the 1legislative intent that becna fide agricultural
properties shall be classified and assessed at a value that
is exclusive of wvalues attributed tc urban influences or
speculative purposes.

{2) Agricultural land shall be classified according to
its use, which «classifications shall include but not be
limited to irrigated use, nonirrigated use, and grazing use.

{3) Within each class, land shall be assessed at a
value that is fairly based on its productive capacity.

(4) 1In computing the agricultural land valuation
schedules to take effect on January-iy-199}i7-er-on the date
that the revaluation cycle commencing January 2, 1386, takes

effect pursuant to 15-7-1117 and, thereafter, upcn the

-12- SB 412
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effective date when each revaluation cycle takes effect, the

department of revenue shall determine the productive
capacity value of all agricultural lands using the formula
VvV = I/R where:

fa) V is the per-acre preoductive capacity wvalue of
agricultural land in each land use and production category:

{b) I 1is the per-acre net income of agricultural land
in each land use and production category and is to be
determined by the department using the formula I = (P - C) U
where:

{t} I is the per-acre net income:

(ii) P is the per-unit price of the commedity being
produced;

{iii) C is the per-unit production cost of the commodity
being produced; and

(iv) U is the yleld in units per acre; and

(¢) R is the capitalization rate to be determined by
the department as provided in subsection (9).

(5) Net income shall be:

{a) calculated for each year of a base period, which is
the most recent 3-year period for which data are available,
prior to a revaluation of property as provided in 15-7-111:
and

(b} based on commodity price and production cost data

for the base period from such scurces as may be considered
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appropriate by the department, which sources shall include
Montana state university.

(6) To the degree available, the department shall
compile:

{a} commodity price data reflecting the average prices
received per unit of measure by Montana farmers and
ranchers. Such data may be obtained from all geographical
areas of the state. Commodity prices may include whear,
barley, alfalfa hay, grass hay, corn for grain, corn for
silage, sugar beets, dry beans, potatoes, cattle, and sheep.
Government payments may be coasidered. Typical rental
arrangements may be considered,

(b) production cost data reflecting average costs per
unit of measure paid by Montana farmers and ranchers. Such
data may be obtained from all geographical areas of the
state. Such production costs may include costs relating to
irrigation, fertilization, fuel, seed, weed control, hired
labor, management, insurance, repairs and maintenance, and
miscellaneous items. Variations in specific production cost
data, when affected by different levels of production, and
typical rental arrangements may be considered.

(7) The departwment shall appoint an advisory committee
of persons knowledgeable in agriculture and agricultural
economics to review :the data prepared by Montana state

university and advise the department on the implementation

-i4- SB 412



Db W N

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

24

25

SB 0412/02

of subsections (2) through (6). The advisory committee shall
include one member of the Montana state university staff.

{8) Net income shall be determined separately for lands
in irrigated use, nonirrigated use, and grazing use and
shall be calculated for each use and production level
according to the provisions of subsections (4) through (7).

{9) The capitalization rate shall 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 in Montana.

(10) The effective tax rate shall be calculated by the
department for each year of the base period by dividing the
total estimated tax due on agricultural land in the state by
the total productive capacity value of agricultural land in
the state.”

Section 4. section 15-6-143, MCA, is amended to read:

"15-6-143. <{Pemporary}---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 "P" of the combined appraised value of the standing
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timber and grazing productivity of the property.

(4) For taxable years beginning January 1, 3986 1994,
and thereafter, the taxable percentage rate "P" applicable
to class thirteen property is 30%/B, where B is the
certified statewide percentage increase to be determined by
the department cof revenue as provided in subsection (5). The
taxable percentage rate "P" shall be rounded downward to the
nearest 0.01% and shall be calculated by the department
before July 1, %986 1994.

{5y (a) Prior to July 1, 2986 19354, the department
shall determine the certified statewide percentage increase
for class thirteen property using the formula B = X/Y,
where:

{i) X 1is the appraised value, as of January l, 1986
1994, of all property in the state, excluding use changes
gccurring 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, 3985
1993, of all property in the state thaty-as—of-danuery-iv
$9867 would be classified under class thirteen as c¢lass

thirteen is described in this section as it reads in 1993,

{(b) B shall be rounded downward to thé nearest 0.0001%.
(6) After July 1, 3986 1994, no adjustmedt may be made
by the department to the taxable pércentdge rate "P" until &

valuation has been made as provideéd in 15-7-111. (Farmindbes’

-16- SB 412
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Jantary-17-199}--seecr-387y-Ehr-6817-H+r-31985<-4"

Section 5. Section 10, Chapter 681, Laws of 1985, is
amended to read:

"Section 10, Effective date -—- termination date. This
act is efEfective January 1, 1986, and execept-for--seectien--3

secrionn-—2-—ethreugh--47 [SECTION 1] terminates January 1,

1991."

Section 6. 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 wvalue of
property as defined in 15-8-111.

{(c) The term "average wholesale value" means the wvalue
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.

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

property, means any property used or owned by a business, a
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trade, or a nonprofit corporaticn as defined in 35-2-102 or
used for the production of income, except that property
described in subsection (ii).

(ii) The Eollowiné 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 15-6-135; 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.

{£) The term “"credit" means solvent debts, secured or

unsecured, owing to a person.

{g) The term "improvements" 1includes all buildings.,
structures, fences, and improvements situated upon, erected
upon, or affixed toc land. When the departmernt cf revenue or

its agent determines that the permanency of 1location of a
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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 1t 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.
Delinguent taxes on such leasehold improvements are a lien
only on such leasehcld 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 B 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
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"improvements".

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

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

{n) The term "real estate" includes:

(i) the possession of, claim to, ownership of, or right
to the pogsession 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 grewing or being on the lands of the United
States; and all rights and privileges appertaining thereto.

(o) "“Research and development £firm" means an entity
ingorporated under the laws of this state or a foreign
corporation authori;ed to do business in this state whose
principal purpose is to engage 1n theoretical analysis,
explaration, and experimentation and the extension of

investigative findings and theories of a scientific and
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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 wvalue” means the percentage of
market or assessed value as provided Ffor in Title 15,
chapter 6, part 1.

t9}--Phe-term—Sweighted-mean—assessment—rariol-means-the
totai--of--the--assessed--vaiues-divided-by-the-toral-ef—the
seiting-prices—of-aii-area-sates-in-the-steatums

{2) The phrase *municipal corporation” ar
"municipality" or "taxing unit" shall be deemed to include a
county, c¢ity, incorporated town, township, schoeol district,
irrigation district, drainage district, or any person,
persons, or organized body authorized by law to establish
tax levies for the purpose of taiéing public revenue.

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

Section 7. Section 15-7-102, MCA, is amended to read:

“15-7-102. Notice of classification and appraisal to
owners -—— appeals. (1) It shall be the duty of the
department of revenue, through its agent as specified in
subsection {(2), to cause to be mailed to each owner and
purchaser under contract for deed a notice of the

classification of the land owned or being purchased by him
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and the appraisal of the improvements on the 1land only 1if
one or more of the following changes pertaining to the land
or improvements have been made since the lagt notice:

(a) change in ownership:

{b) change in classification;

(cy change in valuation; or

(d) addition or subtraction of personal property
affixed to the land.

(2) The county assessor shall assign each assessment to
the correct owner or purchaser under contract for deed and
mail the notice of classification and appraisal on a
standardized form, adopted by the department, c¢ontaining
sufficient information in a comprehensible manner designed
to fully inform the taxpayer as to the classification and
appraisal of his property and of changes over the prior tax
year.

{3} If the owner of any land and impreovementcs is

dissatisfied with the appraisal as it reflects the market

value of the property as determined by the department or

with the classification of his land or improvements, he may
submit his objection in writing teo the department's agent.

In an objection to the appraisal c¢f the property, the

department may consider the actual selling price of the

property, and independent appraisals of the property, AND

OTHER RELEVANT INFORMATION PRESENTED BY THE TAXPAYER as
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evidence of the market value of the property. Independent

appraisnia-to--be——conuideredu—by——the-—degartment-—muse-—be

ggrformedw~by-—a-—iicense&—-gpp:aiser-—ié-—a~atabe—iicensing

program—is—~tn~-e§Eect——ae—-the——ttme~-o§—wbhe-—appeai? The

department shall give reasonable notice to the taxpaver of
the time and place of hearing and hear any testimony or
other evidence that the taxpayer may desire to produce at
that time and afford the opportunity to other interested
persons to produce evidence at the hearing, After the
hearing, the department shall determine the true and correct
appraisal and classification of the land or improvements and
notify the taxpayer of its determination. In the
notification, the department must state its reasons for
revising the classification or appraisal., When the proper
appraisal and classification have been determined, the land
shall be classified and the improvements appraised in the
manner ordered by the department.

(4) Whether a hearing as provided in subsection (3) is
held or not, the department or its agent may nct adjust an
appraisal or classification upon taxpayer's objection
unless:

(a) the taxpayer has submitted his objection in
writing; and

{b) the department or its agent has stated its reason

in writing for making the adjustment.
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(5) A taxpayer's written abjection to a classification
or appraisal and the department's notification to the
taxpayer of its determination and the reason for that
determination are public records. Each county appraiser
shall make the records available for inspection during
regular office hours.

(6) If any property owner feels aggrieved at the
classification and/or the appraisal made by the department,
he shall have the right to appeal to the county tax appeal
board and then to the state tax appeal board, whose findings
shall be final subject to the right cof review in the courts.
The property owner may appeal the base year valuation and

the classification determination. A county tax appeal board

or the state tax appeal board may consider the actual

selling price of the property, and independent appraisals of

the property, AND OTHER RELEVANT INFORMATION PRESENTED BY

THE TAXPAYER as evidence of the market wvalue of the

property. independent--apprataais——to--be-—considered--by--a

county-—tax-——appeat-board-or—the-seate—tax—appeal-board-must

be-performed-by-a-ticensed-appraiser-if--a--state--iicensing

program--+s——in--effecht-—abt~-—ehe--time-cf-the—appenir If the

county tax appeal board or the state tax appeal board

determines that an adjustment should be made, the department

shall adjust the base value of the property in accordance

with the board's arder. Fhe-propertcy-owner--may-——nse-—appant-
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the--yearty--pereentage--adiustments—that--are-spectfied-in
$5-F-tii-and-that-may-be-made--as——a—-reantt-—-of--the--ssles
assessment-ratio-seudyr—the-stratum;-or-area-designationa—ns
specifired-in-35-F-313<
t?¥—-Fhe-——percentage-—adjustments;——stratum;——and--aren
designations—must-be--adopeed-—by~~admintatrative——ruie-——An
anfuat--hearing--must--be-——hetd--to-—-accept-tastimeny-on-the
percentage-adjustmentay-atratumr;-and-area-designationar-—Fhe
department—shail-present-its—£findings-and-the-preoposed-ruies
to-the-revenune-oversight-committeas"”
Section B. section 15-7-111, MCA, is amended to read:
"15-7-111. Periodic revaluation of taxable property --
publication-of-satas-assessment-ratto-seudies————— appeai--of
revatuations. +i3y The department of revenue shall administer
and supervise a program for the revaluation of all taxable
property within the state at least every 5§ 31 years. A
comprehensive written reappraisal plan shall be promulgated
by the department. The reappraisal plan adopted shall
provide that all property in each county shall be revalued
at least every 5 3 years. The department shall furnish a
copy of the plan and all amendments to the plan to the board
of county commissioners in each county.
t2y--fThe-new--vatues——determined--during--a--revainacion
eycte~~muat-—be~-provided-to-the-taxpayers-ak-the-end-af-the

revatuatian-cycia-but-may-nee-he-piaced--on-—the--cax——ratis
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untiti-—i--year—-fottowing--the-compltecion-of-che-revakuation
eyetex
+3y--A-eaxpayer-shati-appeat-the-new-vaitune-in-advance-of
its-piacement-on-the-tax-rotis-by-£fiting-an-appeat-—-pursuant
to——15-15-182--before--rhe--fiese-—Monday-in-Fune—or—i5-days
after--receiving--netice—-of--the--new---vaiunatron-——ameuntr
whichever—-—is——iaters-—or—--pe--barred--from--appeating--for
untimeiiness<
té4y--For-the-taxabte-year-beginning-danaary—-t;-19907-and
for-every-taxabie-—-year-—thereafter;--the——-department--shati
conduet-—a-—atratified-—sates--assessment-racio-study-of-aii
residentini--itand--and--improvements;--agricaiturai---i-acre
nomesieas———gnd-——-improvements;———and--commercint—-itand--and
improvements:-Fhe-saies-assesament-ratio-based--on--preperty
sates--finatized--and--recorded--by-no-tater-than-Novembar—1
must—be-used-to-determine-—apprarsata——far-—-rhe--immediataty
succeeding-tax-years
+5+-—The-—study-required-&n-sué;Eeeien—+4+—must—be—baaed
ont
taj--commenty-—~~accepred---atgtiscieat---srandardas---and
methodotoagys
tb¥-—a-staristicaliy-vaiid-sampte-of-sates;-—using--data
fsam--reatty—tranafer-certificates-filted-far-up-te-3-taxabte
years-prior-to-the-year—-the--study--ia-—mader--taring--inte

acecount——the—-dates-cf-the~inetunded-sates-tn-the-scatisrieat
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anatysisr-and
ted—-—the-asssasmenta-and-sates-£fpr-areas--pf--the--state
thac--are——economicaityr-demegraphicatiyy-and—geographicatiy
simitar-in-order-to-determine-the--sates-—-assessment——ratios
fer-a-specific-areas
t6y--Por--purpeses--of--conduecting—the-scudy-required-by
subsection-{t4¥y—the-department—~shalti--partition--the-—-statre
tnto--as--many--as-108-areas-for-ressdential-property-and-as
many-as—-z28-areas-fer-commereiai--propertyr-—Fhe--areas--must
cantain—-statistiealty-suifieient-numbers—of-sates-and-be-as
economicaltiy-and-demegraphicaltiy-—homogensosus-——as—-reasenabty
practteabier
t3y—-FThe-department-shalii-use-the-foltlowing-procedure—to
vatidate-sates-infermations
{ta}--Bepartment-—staff--who—-drd--net-participate-in-the
determination—of-appratsed-vatues-are-regquivted-to-review-the
sates—-transactions---evidenced---by---a---reatty---transfer
certificates--Phe——review-—muat-—-be--conducted-—te-determine
whether--each--sate--used-—in—-the--asendy---was-———a-—--valids;
armis-iengeh-transaction--Gniy-valtid;-armis-tength-sates-may
ba-used-in-the-saies-assessment—ratio-study:
thy——Fhe——-——sales-———information-—-—entered----in————the
computer-assisted--—-sppraisat----system---—-ta----constdered
confidentiatr—--as-——-provided---in—-15-7-388:--Howevery-—the

department—shati-annuatiy-pubitsh-a-——report-—containing-—the
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resuits—-of-—ati-sates-assessment-ratio-studies-dene-in-each
of-~-the--areas-—described-—in--subssetion—~-{6¥r-—Fhe-—-report
containing-the-resutes-of-the-study-must-be--made--avariable
to-the-pubtie-by-request-er—by-generai-disctosure=s
tey——-Fhe-—-—department---shatt--exetude--from——the--sates
assessment-ratio—study-any-parceis-in-which-the-improvements
have-been-remadeiedy—reconstrueted;-or-expanded-beaewean——the
time-of-the-asaesament-and-the-time—-cf-the-saltes:
tdy--Fhe—~-—-department--shatt--exctude——sates-——assessmente
ratios-of-tess-than-58%-or-greater-chan-200%<
t81--tar-Fhe-deparetment-shati--have—-equaiized--property
vaives-—threughsye-——the-—state——and--may-—not--make--further
adjustments-——to-—-vaitves———under—-—this-——section—-vhen-—«he
assessments—for-each-stratum-within-each-area-identified—~tn
subsectien--¢6}--are~-rescated-to-bring-ati-ratios-to-common
vatuve—i-and-when-the-sampie-size-produces-a--standard--ecror
of-less-than-5%<
{thi——tnder-—the-—mathod--descrtbed-in-subsection-+83tats
taxabie-property-in-each-area——is--considered--revaived--£for
each--tax-vearr-bassd-on-the-resunlits-ef-the-saltes-assessmant
ratio-study-and-the-adjuatments-required-by-that-studys
fef-—Assassneﬁts—in—an—~area——dre-—:onsidered—-equaiited
under--subsection-t@8 tay-if-the-ratio-for-the-aréd-is-within
pirus-sr¢-mraud-S%-of-common-vaimwe--"

Section 9. Section 15-10-412, McA, is amended to read:
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"15-10-412. Property tax limited to 1986 levels ——
clarification —- extension to all property classes. Section
15-10-402 is interpreted and clarified as follows:

(1) The limitaticn to 1986 levels is extended to apply
to all classes of property described in Title 15, chapter 6,
part 1.

{2) The limitation on the amount of taxes levied is
interpreted to mean that, except as otherwise provided in
this section, the actual tax liability for an individual
property is capped at the dollar amount due in each taxing
unit For the 1986 tax year. In tax years thereafter, the
property must be taxed in each taxing unit at the 1986 cap
or the product of the taxable value and mills levied,
whichever is less for each taxing unit, except in a taxing
unit that levied a tax in tax years 1983 through 1%85 but
did not levy a tax in 1986, in which case the actual tax
liability for an individual property is capped at the dollar
amount due in that taxing unit for the 1985 tax year.

(3) The limitation on the amount of taxes levied dces
not mean that no further increase may be made in the total
taxable valuation of a taxing unit as a result of:

{(a) annexation of real property and improvements into a
taxing unit;

{b) construction,

expansion, or remodeling of

improvements;
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(c) transfer of property into a taxing unit;

{(d) subdivision of real property;

(e} reclassification of preoperty;

{£} increases in the amount of production or the wvalue
of production for preperty described in 15-6-131 or
15-6-132;

(g) transfer of property from taxz-exempt to taxable
status; or

(h) revaluations caused by:

(i) cyclical reappraisal:; or

(ii) expansion, addition, replacement, or remodeling of
improvementsr-or.

tiy--increases——in--preperty---valuation---pursuant---to
15-F-ki1t4)-through—+8)-in-order-to-eguatize—property-vaiues
anaunatiys

{4) The limitation on the amount of taxes levied does
not mean that no further increase may be made in the taxable
valuation or in the actual tax 1liability on individual
property in each ¢lass as a result of:

(a) a revaluation caused by:

(i) construction, expansion, replacement, or remodeling
of improvements that adds value to the property; or

{ii) cyclical reappraisal;

{b) transfer of property intz a taxing unit;

{c) reclassification of property:
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{(d) increases in the amount of production or the value
of production for property described in 15-6-131 or
15-6-132;

{(e) annexation of the individual property into a new
taxing unit; or

{f) conversion of the individual property from
tax-exempt to taxable statuss-or.

t3y—-inereases-—-in--——property-—--vatuation--pursuant--te
$5-F—1iit4i-throngh-+8y—in-order-to-equatize-property-vatues
annuatiys

(5) Property in classes four, twelve, and fourteen is
valued according to the procedures used in 1986, including
the designation of 1982 as the base year, until the
reappraisal cycle beginning January 1, 1986, is completed
and new valuations are placed on the tax rolls and a new
base year designated, if the property is:

(2) new construction;

(b) expanded, deleted, replaced, or remodeled
improvements;

(¢} annexed property; or

(d) property converted from tax-exempt to taxable
status.

(6) Property described in subsections (5)(a) through

(5)(4) that is not ¢lass four, class twelve, or class

fourteen property is valued according to the procedures used
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in 1986 but is also subject toc the dollar cap in each taxing
unit based on 1986 mills levied.

{7) The limitation on the amount of taxes, as clarified
in this section, is intended to leave the property appraisal
and valuation methodology of the department of revenue
intact. Determinations of county classifications, salaries
of local government officers, and all other matters in which
total taxable valuation 1s an integral component are not
affected by 15-10-401 and 15-10-402 except for the use of
taxable valuation in £fixing tax levies, In fixing tax
levies, the taxing units of local government may anticipate
the deficiency in revenues resulting from the tax
limitations in 15-10-401 and 15-10-402, while understanding
that regardless of the amount of mills levied, a taxpayer's
liability may not exceed the dollar amount due in each
taxing unit for the 1986 tax year unless:

{a) the taxing unit's taxable valuation decreases by 5%
or more from the 1986 tax year. If a taxing unit's taxable
valuation decreases by 5% or more from the 1986 tax year, it
may levy additional mills to compensate for the decreased
taxable valuation, but in no case may the mills levied
exceed a number calculated to egual the revenue from
property taxes for the 1986 tax year in that taxing unit,

{b) a 1levy authorized under Title 20 raised less

revenue in 1986 than was raised in either 1984 or 198%, in
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which case the taxing unit may, after approval by the voters
in the taxing unit, raise each year thereafter an additional
number of mills but may not levy more revenue than the
i-year average of revenue raised for that purpose during
1984, 1985, and 1986:

{c} a levy authorized in 50-2-111 that was made in 1986
was for less than the number of mills levied in either 1984
or 1985, in which case the taxing unit may, after approval
by the voters in the taxing unit, levy each year thereafter
an additional number of mills but may not levy more than the
3-year average number of mills levied Ffor that purpose
during 1984, 1985, and 1986.

(B) The limitation on the amount of taxes levied does
not apply to the following levy or special assessment
categories, whether or not they are based on commitments
made before or after approval of 15-10-401 and 15-10-402:

{a) rural improvement districts;

(b) special improvement districts;

{cy levies pledged for the repayment of bonded
indebtedness, including tax increment bonds;

{d) city street maintenance districts;

(e) tax increment financing districts;

(E) satisfaction of judgments against a taxing unit;

(g) street lighting assessments;

{h) revolving funds to support any categories specified
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in this subsecticn (8);

{i) levies for econcmic development authorized pursuant
to 90-5-112(4); and

(j) elementary and high school districts.

{9) The ilimitation on the amount of taxes levied does
not apply in a taxing unit if the voters in the taxing unit
approve an increase in téx liability following a resolution
of the governing body of the taxing unit containing:

ta) a finding that there are insufficient funds to
adequately operate the taxing unit as a result of 15-10-401
and 15-10-402;

(b) an explanation of the nature of the financial
emergency;

(c) an estimate of the amount of funding shortfall
expected by the taxing upit;

(d) a statement that applicable fund balances are or by
the end of the fiscal year will be depleted;

{e) a finding that there are no alternative sources of
revenue;

(£) a summary of the alternatives that the governing
body of the taxing unit has considered; and

{g) a statement of the need for the increased revenue
and how it will be used.

(10) (a) The limitation on the amount of taxes levied

does  not apply to levies required to address the funding of
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relief of suffering of inhabitants caused by famine,
conflagration, or other public calamity.

(b) The limitation set forth in this chapter on the
amount of taxes levied does not apply to levies to support a
city~-county board of health as provided in Title 50, chapter
2, if the governing bodies of the taxing units served by the
board of health determine, after a public hearing, that
public health programs require funds to ensure the public
health. A levy for the support of a local board of health
may not exceed the 5-mill limit established in 50-2-111.

{11) The limitation on the amount of taxes levied by a
taxing jurisdiction subject to a statutory maximum mill levy
does not prevent a taxing jurisdiction from increasing its
number of mills beyond the statutory maximum mill levy to
produce revenue egqual to its 1986 revenue,

(12) The limitation on the amount of taxes levied doces
not apply to a 1levy increase to repay taxes paid under

protest in accordance with 15-1-402."

NEW secrion. SECTION 10. REPEALER. SECTIONS 15-7-132

AND 15-7-133, MCA, ARE BEPEALED,

NEW SECTION. Section 11. coordination instruction. IF
House Bill No. 348 is passed and approved and if it includes
a section that amends 15-6-143, then the amendments made by
{this act] to 15-6-143(1) through (5) are void and the

amendments made to 15-6-143(6) by [this act]) are to be
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codified with the amendments made tc 15-6-143 by House Bill
No. 340. )

NEW_SECTION. Section 12. applicability dates. (1)
{Section 2] applies retroactively, within the meaning of
1-2-109, to property tax year 1991 and is applicable to
taxable years 1992 and 1993.

{2) [Sections 6 through 9] apply to all taxable years
beginning after December 31, 1593.

{3) ([Section 5] applies retroactively, within the
meaning of 1-2-109, to taxable years beginning after
December 31, 1990,

NEW SECTION. Section 13. Termination. ([Sections 1 and
2] terminate December 31, 1993.

NEW SECTION. Section 14. Effective dates. (1) Except
as provided in subsection (2), [this act] is effective on
passage and approval.

(2) ({Sections 6 through 9 10] are effective dJanuary
JULY 1, 3992 1993.

-End-
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SENATE BILL NO. 412
INTRODUCED BY CRIPPEN, DRISCOLL, BLAYLOCK, RYE, BENGTSON,
HAGER, KEATING, BURNETT, BRUSKI, WEEDING, DEVLIN, TVEIT,
YELLOWTAIL, T. NELSON, NATHE, H, HANSON, M. HANSON, TOWE,

100K, SCOTT, GILBERT, ELLIS, KELLER, FAGG, BECKER, FORRESTER,

SOUTHWORTH, MCCULLOCH, R. JOHNSON, L. NELSON, KIMBERLEY, WHALEN,

RUSSELL, KILPATRICK, PECK, MCCAFFREE

BY REQUEST OF THE DEPARTMENT OF REVENUE

A BILL FOR AN ACT ENTITLED: "AN ACT TO PROVIDE FOR THE
EQUALIZATION OF RESIDENTIAL PROPERTY BY PROVIDING THAT
PROPERTY MEETING CERTAIN CONDITIONS WILL BE SUBJECT TO
REAPPRAISAL; TO PROVIDE THAT THE DEPARTMENT'S SALES
ASSESSMENT AREA AND PERCENTAGE ADJUSTMENTS WILL BE SUBJECT
TO JUDICIAL REVIEW; TO PROVIDE THAT FOR TAX YEAR 1994 AND
THEREAFTER, SALES ASSESSMENT RATIO ADJUSTMENTS WILL BE
ELIMINATED AND ALL PROPERTY WILL BE REAPPRAISED EVERY 3
YEARS; AMENDING SECTIONS 15-1-101, 15-6-143, 15-7-102,
15-7-111, 15-7-201, AND 15-10-412, MCA, AND SECTION 10,

CHAPTER 681, LAWS OF 1985; REPEALING SECTIONS 15-7-132 AND

15-7-133, MCA; AND PROVIDING EFFECTIVE DATES, APPLICABILITY
DATES, AND A PARTIAL TERMINATION DATE."

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

Section 1. section 15-7-102, MCA, is amended to read:
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»15-7-102. Notice of classification and appraisal to
owners -—— appeals. (1) It shall be the duty of the
department of revenue, through its agent as specified in
subsection (2), to cause to be mailed to each owner and
purchaser under contract for deed a notice of the
classification of the land owned or being purchased by him
and the appraisal of the improvements on the land only if
one or more of the following changes pertaining to the land
or improvements have been made since the last notice:

{a} <change in ownership:

(b} change in classification;

(c) change in valuation; or

(d) addition or subtraction of personal property
atfixed to the land.

{(2) The county assessor shall assign each assessment to
the correct owner or purchaser under contract for deed and
mail the notice of classification and appraisal on a
standardized form, adopted by the department, containing
sufficient information in a comprehensible manner designed
to fully inform the taxpayer as to the classification and
appraisal of his property and of changes over the prior tax
year .

{3) If the owner of any land and improvements is

dissatisfied with the appraisal as it reflects the market

value of the property as determined by the department or

—2- sB 412

THIRD READING



['- T - B -

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

25

SB 0412/02

with the classification of his iand or improvements, he may

submit hlsr ohjection in writing to the department's agent,

In an objection toc the appraisal of the property, the

department may consider the actual. selling price of the

property, and independent appraisals of the property, AND

OTHER RELEVANT INFORMATION PRESENTED BY THE TAXPAYER as

evidence of the market value of the property. iIndependent

appraisais——-eo-——be-—-considered--hy--the--department--must—be

performed-by-a-—-iicensed--appraiser--if--a--stare~-~ticensing

program-—is-—in—effect-—at——-the-——time--of--the--appeat+ The

department shall give reasonable notice to the taxpayer of
the time and place of hearing and hear any testimony or
other evidence that the taxpayer may desire tc produce at
that time and afford the opportunity to other interested
persons to produce evidence at the hearing. After the
hearing, the department shall determine the true and correct
appraisal and classification of the land or improvements and
notify the taxpayer cf its determination. In the
notification, the department must state its reasons for
revising the classification or appraisal. When the proper
appraisal and classification have been determined, the land
shall be c¢ladgsified and the improvements appfaised in the
manner cordered by the department.

{4} Whether a hearing as provided in subsection (3) 1is

held or not, the department or its agent may not adjust an
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appraisal or classification upon taxpayer's objection
unless:

(a) the taxpayer has sgubmitted his objection in
writing; and

(b} the department or its agent has stated its reason
in writing for making the adjustment.

{S) A taxpayer's written objection to a classification
or appraisal and the department's notification to the
taxpayer of its determination and the reason for that
determination are public records. Each county appraiser
shall make the records available for inspection during
reqular office hours.

{6) {(a) If any property owner feels aggrieved at the
classification and/or the appraisal made by the department,
he shall have the right to appeal to the county tax appeal
bcard and then to the state tax appeal board, whose findings
shall be final subject to the right of review in the courts.
The property owner may appeal the base yeear valuation and

the classification determination. A county tax appeal board

or the state tax appeal bhoard may consider the actual

seliing price of the property, amd independent appraisals of

the property, AND OTHER RELEVANT INFORMATION PRESENTED BY

THE TAXPAYER as evidence of the market value of the

property. Independent--appraisais--to—-be--considered--by--a

county-—tax~—appeat-bonrd-ar-the-seacte-tax-appeal-board-muste
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be-performed-by-a-licensed-appratser—s€--a--stake——iicensing

program——is-—in--pffeckt-——ak--the--eime-of-the-appeais If the

county tax appeal board or the state tax appeal board

determines that an adjustment should be made, the department

shall adjust the base value of the property in accordance

with the board's order. If any percentage adjustment

required by the sales assessment ratio study provided in

15-7-111 is applied to the base value, the wvaluation of the

property for the current year must be the same as the

board's determination of market value and the property mugt

continue to be assessed in the area designated by the

department. Phe-property-owner-nay--neét--appeai—-the-—yearty
percentage-—adijunstmenta——that--are-specified-in-15-7-13i-and
that-may—-be-made-as-a-reanit-ef-the-saies--assessmene—~-ratie
stadyy--the--stratumy--or--area-designations-as-specified-in
35-F-1%d~r

{b) If a property owner feels aggrieved by either the

percentage adjustment or the area designation established by

the department pursuant to 15-7-111, he may, within 60 days

of the date the rules provided for in subsection (7)) are

adopted to  implement 15-7-111{4){b), file suit seeking a

declaratory judgment action to review the department's

determination of the percentage adjustment or area

designation.

(C) Venue-fer—the-actieon-is-she-first-judiciat-diserice
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ef——-pewis——and——Ciark--Eounktyr The district court shall

consolidate all such actions brought by property owners into

one proceeding. IF THE SUIT ENCOMPASSES MORE THEAN ONE

JUDICIAL DISTRICT, THE VENUE FOR ACTION IS THE FIRST

JUDICIAL DISTRICT OF LEWIS AND CLARK COUNTY.

{d) During the pendency of the action, the court may

not restrain or enjoin the department from implementing

either the percentage adjustments or area designations made

by the department, but the court may direct that the

increase in_the property owner's tax be paid into the

property tax protest fund of the county in which the

property is located. Upen final judgment, the court may

order ALL OR a portion of the protested tax TO be refunded

to the property owner or such other remedy as the court

considers appropriate.

(7) The percentage adjustments, stratum, and area
designations must be adopted by administrative rule. An
annual hearing must be held to accept testimony on the
percentage adjustments, stratum, and area designations. The
department shall present its findings and the proposed rules
to the revenue oversight committee."

Section 2. Ssection 15-7-111, MCA, is amended to read:

"15-7-111. Periodic revaluation of taxable property -—-
publication of sales assessment ratioc studies -- appeal of

revaluations. (1) The department of revenue shall administer
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and supervise a program for the revaluation of all taxable
property within the state at least every 5 years. A
comprehensive written reappraisal plan shall be promulgated
by the department. The reappraisal plan adopted shall
provide that all property in each county shall be revalued
at least every 5 years. The department shall furnish a copy
of the plan and all amendments to the plan to the board of
county commissioners in each county.

{2) The new values determined during a revaluation
cycle must be provided to the taxpayers at the end of the
revaluation cycle but may not be placed on the tax rolls
until 1 year following the completion of the revaluation
cycle.

{3) A taxpayer shall appeal the new value in advance of
its placement on the tax rolls by filing an appeal pursuant
to 15-15-102 before the f£irst Monday in June or 15 days
after receiving notice ©f the new wvaluation amount,
whichever is later, or be barred from appealing for
untimeliness.

14) (a) For the taxable year beginning January 1, 1990,
and for every taxable year thereaftet, the department shall
conduct a stratified sales assessment ratio study of all
residential land and improvements, agricultural 1l-acre
homesites and improvements, and ccmmercial land and

improvements. Residential improvements include condominiums
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but do not include mobile homes or housetrailers that are

not taxed as an improvement as defined in 15-1-101. The

sales assessment ratio based on property sales finalized and
recorded by nc later than November 1 must be used to
determine appraisals for the immediately succeeding tax
year.

(b) (i} For tax year 1991, if the result of the

stratified sales assessment ratio performed pursuant to

subsection (4}{a) on residential property for tax year 199C

shows for any area an assessment level of less than B0%, the

department shall perform a reappraisal of the residential

property in the area. The reappraisal must be performed

using a computer-assisted mass appraisal system based on the

markec approach to value, using comparable sales of similar

property. If insufficient sales are available for market

modeling, the department shall reappraise the property using

the cost approach to value.

{ii) For tax year 1992, if the result of the stratified

sales assegsment ratio performed pursuant to subsection

{4){a) on residential property for tax year 1951 shows for

any area an assessment level of less than 80% or a

coefficient of dispersion with respect to_the value weighted

mean ratio of more than 20%, rounded to the nearest 0.1%,

and an  adjustment multiplier of 1,01 or greater, the

department shall perform a reappraisal of the residential
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property in the area. The reappraisal must be performed

using the same criteria provided in {4)(b}(i).

{iii) For tax year 1993, if the result of the stratified

sales assessment ratio performed pursuant to subsection

(4){a) on residential property for tax year 1992 shows for

any area an——assessment——ilevei--of--lteas--than—-80%--or--a

comffictent-of-diapersion-with-vespect-to-the-vaitune-weighted

nean—eatio-of-more-than-20%7-rounded-to-—the-—-pearest--g::%7

and an adjustment multiplier of 1.01 or greater, the

department shall perform a reappraisal of the residential

property in the area. The reappraisal must be performed

uging the game criteria provided in (4)(b){i}).

(iv) Por those areas subject to reappraisal under the

provisions of subsecticn (4)(b){i) for tax vyear 1992, the

department shall compare the stratified sales assessment

ratio performed in 1991 to the 1991 assessed value to

determine whether the area will be subject to further

appraisal. If that comparison of residential property shows

for the area a coefficient of digpersion with respect to the

valye weighted mean ratio of more than 20%, rounded to the

nearest 0.1%, and an adjustment multiplier of 1.01 or

greater, the department shall reappraise the area. The

reappraisal must be performed using the same criteria

provided in (4)(b){i).

{5) The study required in subsection (4) must be based
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on:

{(a) commonly accepted statistical standards and
methodology;

{b) a statistically valid sample of sales, using data
from realty transfer certificates filed for up to 3 taxable
years priocr to the vyear the study is made, taking into
account the dates of the included sales in the statistical
analysis; and

{c) the assessments and sales for areas of the state
that are economically, demographically, and geographically
similar in order to determine the sales assessment ratios
for a specific area.

{6) For purposes of conducting the study required by
subsection (4), the department shall partition the state
into as many as 100 areas for residential property and as
many as 20 areas for commercial property. The areas must
contain statistically sufficient numbers of sales and be as
economically and demographically homogeneous as reasonably
practicable.

{7) The department shall use the following procedure to
validate sales information:

{a) Department staff who did not participate in the
determination of appraised values are required to review the
sales transactions evidenced by a realty transfer

certificate, The review must be conducted to determine
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whether each sale used in the study was a valid,
arm's~length transaction. Only valid, arm's-length sales may

be used in the sales assessment ratio study.

{b) The sales information entered in the
computer-assisted appraisal system is considered
confidential, as provided in 15-7-308. However, the

department shall annually publish a report containing the
results of all sales aassessment ratio studies done in each
of the areas described in subsection (6). The report
containing the results of the study must be made available
to the public by request or by general disclosure.

{c) The department shall exclude Efrom the sales
assessment ratio study any parcels in which the improvements
have been remodeled, reconstructed, or expanded between the
time of the assessment and the time of the sales,

{d) The department shall exclude sales assessment
ratios of less than 50% or greater than 200%.

(8) (a) The department shall have equalized property
values throughout the state and may not make Cfurther
adjustments to values under this section when the

assessments For each stratum within each area jdentified in

subsection (6) are rescaled to bring all ratios to within

plus or minus 5% of common value 1 and when the sample size

produces a standard error of less than 5%.

(b) Under the method described in subsection (8)(a).
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taxahle property in each area is considered revalued for
each tax year, based on the results of the sales assessment
ratio study and the adjustments required by that study.

(c) Assessments in an area are considered equalized
under subsection (8)(a) if the ratio for the area is within
plus or minus 5% of common value 1."

Section 3. section 15-7-201, MCA, is amended to read:

*15-7-201. (Applicable to 193 1993 land valuation
schedules) Legislative intent -- wvalue of agricultural
property. (1) Since the market value of many agricultural
properties is based upon speculative purchases which do not
reflect the productive capability of agricultural land, it
is the legislative intent that bona Ffide aqricultural
properties shall be classified and assessed at a value that
is exclusive of values attributed to urban influences or
speculative purposes.

(2) Agricultural land shall be classified according to
its use, which classifications shall include but not be
limited to irrigated use, nonirrigated use, and grazing use.

(3) Within each class, land shall be assessed at a
value that is fajrly based on its productive capacity.

(4) In computing the agricultural Jland valuation
schedules to take effect on dJanuary-ir-199ty-cr-on the date
that the revaluation cycle commencing January 2, 1386, takes

effect pursuant to 15-7-111y and, thereafter, upon the

-12- 58 412
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effective date when each revaluation cycle takes effect, the

department of revenue shall determine the productive
capacity walue of all agricultural lands using the formula
Vv = I/R where:

{fa} V is the per-acre productive capacity value of
agricultural land in each land use and production category:

(b} I is the per-acre net income of agricultural land
in each land use and preduction category and is to be
determined by the department using the formula I = (P - C) U
where:

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

(ii) P is the per-unit price of the commodity being
produced;

{iii) C is the per-unit production cost of the commodity
being produced; and

{iv) U is the yield in units per acre; and

(e) R is the capitalization rate to be determined by
the department as provided in subsection (9).

{5) Net income shall be:

{a} calculated for each year of a base period, which is
the most recent 3-year period for which data are available,
prior to a revaluation of property as provided in 15-7-111;
and

(b} based on commodity price and production cost data

for the base period Erom such sources as may be considered
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appropriate by the department, which sources shall include
Montana state university.

{6) To the degree available, the department shall
compile:

{(a) commodity price data reflecting the average prices
received per unit of measure by Montana farmers and
ranchers. Such data may be obtained from all geographical
areas of the state. Commodity prices may include wheat,
barley, alfalfa hay, grass hay, corn for grain, corn for
silage, sugar beets, dry beans, potatoes, cattle, and sheep.
Government payments may be considered. Typical rental
arrangements may be considered.

(b) production cost data reflecting average costs per
unit of measure paid by Montana farmers and ranchers. Such
data may be obtained from all gecgraphical areas of the
state. Such production costs may include costs relating to
irrigation, fertilization, fuel, seed, weed control, hired
labor, management, insurance, repairs and maintenance, and
miscellaneous items. Variations in specific production cost
data, when affected by different levels of production, and
typical rental arrangements may be considered.

(7) The department shall appoint an advisory committee
of persons knowledgeable in agriculture and agricultural
economics teo review the data prepared by Montana state

university and advise the department on the implementation
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of aubsections (2) through (6). The advisory committee shall
include one member of the Montana state universgity staff,

{8} Net income shall be determined separately for lands
in irrigated use, nonirrigated use, and grazing use and
shall be calculated for each use and production level
according to the provisions of subsections (4) through (7).

{(9) The capitalization rate shall be calculated for
each year o©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 in Montana.

(10) The effective tax rate shall be calculated by the
department for each year of the base pericd by dividing the
total estimated tax due on agricultural land in the state by
the total productive capacity value of agricultural land in
the state.,”

Section 4. section 15-6-143, MCA, is amended to read:

"15-6~-143. tTemporaryy--—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 gquantity.

(1) Class thirteen property is taxed at the percentage

rate "P" of the combined appraised value of the standing
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timber and grazing productivity of the property.

(4) For taxable years beginning January 1, %986 1334,
and thereafter, the taxable percentage rate “P" applicable
te class thirteen property is 30%/B, where B is the
certified statewide percentage increase to be determined by
the department of revenue as provided in subsection (5). The
taxable percentage rate "P" shall be rounded downward to the
nearest 0.01% and shall be calculated by the depaztment
before July 1, $986 1994.

{(5) ({(a) Prior to July 1, 986 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, 1986
1994, of all property in the state, excluding use changes
occurring during the preceding year, classified under class
thirteen as class thirteen is described in this section; and

{ii) Y is the appraised value, as of January 1, 1985
1993, of all property in the state thaty-as-sf-danuary-i7
3$9867 would be classified under c¢lass thirteen as class

thirteen is described in this section as it reads in 1993.

(b} B shall be rounded downward to the nearest 0.0001%.
{6) After July 1, 3986 1994, no adjustment may be made
by the department to the taxable percentage rate "P" until a

valuation has been made as provided in 15-7-111., tPerminates

-16- 5B 412



&

~ &

10
11
12
13
14
15
16
17
i8
19
20
21
22
23
24
25

5B 0412/02

Fanuary-17-1+99i--seer-387—Eh:s 687 -h:-1385:4"

Section 5. Ssection 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--section--3

aections——-2-—ehrough-—4y [SECTION 1] terminates Jahuary 1,

1991."

Section 6. 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 15-8-111.

(c) The term "average wholesale value” means the value
to a dealer prior to recconditioning 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
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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 foliowing 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
nomes as his stock in trade;

(E) all property described in 15-6-13%; and

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

(e) The term “comparable property"” means property that
has similar use, Eunction, 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.

{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
upan, or affixed to land. When the department of revenue or

its agent determines that the permanency of locaticn of a
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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 cnly 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.
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", ar "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 "traller", "housetrailer", or
“trailer coach" up to 8 feet in width or 45 feet 1in 1length
used as a principal residence.

{k) The term “personzl property" includes everything
that is the subject of ownership but that 1is not included

within the meaning of the terms "real estate” and
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"improvements”.

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

{m) The term “property" includes moneys, credits,
bonds, stocks, franchises, and all other matters and things,
real, personal, and mixed, capable of private ownership.
This definition must not be construed to authorize the
taxation of the stocks ¢f 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 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 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 authoriéed 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

-20- SB 412



4]

- W

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

25

SB 0412/02

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 wvalue” means the percentage of
market or assessed wvalue as provided for in Title 15,
chapter 6, part 1.

{tgy--FThe-term-iveighted-mean-assessment-eracioli-means-the
totat--of-~the--assessed--vatues-divided-by-the-totai-of-the
seiiing-prices-of-ati-area-sates-in-the-stracum=

{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 raiéing public revenue.

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

Section 7. Ssection 15-7-102, MCA, is amended to read:

"15-7-102. Notice of classification and appraisal to
ownera —-- appeals. (1) It shall be the duty of the
department of revenue, through its agent as specified in
subsection (2), to cause to be mailed to each owner and
purchaser under contract Ffor deed a notice of the

classification of the land owned or being purchased by him
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and the appraisal of the improvements on the land only 1if
one or more of the following changes pertaining to the land
or improvements have been made since the last notice:

{a} c¢hange in ownership;

(b} change in classification;

{c) change in valuation; or

(d) addition or subtraction of personal property
affixed to the land.

(2) The county assessor shall assign each assessment to
the correct owner or purchaser under contract for deed and
mail the notice of classification and appraisal on a
standardized form, adopted by the department, containing
sufficient information in a comprehensible manner designed
to fully inform the taxpayer as to the classification angd
appraisal of his property and of changes over the prior tax
year.

{3y 1f the owner of any land and improvements is

dissatisfied with the appraisal as it reflects the market

value of the property as determined by the department or

with the classification of his land or improvements, he may
submit his objection in writing to the dJdepartment's agent.

In an objection to the appraisal of the property, the

department may consider the actual selling price of the

property, and independent appraisals of the property, AND

OTHER RELEVANT INFORMATION PRESENTED BY THE TAXPAYER as
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evidence of the market value of the property. Independene

sppraisats-to--be--considered--by--the—-deparement-—-must-—he

periarmed*-h:-—e--kieensed—-appteiser--if——a—state—iicensing

program-is--in--effese-——at--the-~time--of--the--appeatr The

department shall give reasonable notice to the taxpayer of
the time and place of hearing and hear any testimony or
other evidence that the taxpayer may desire to produce at
that time and afford the opportunity to other interested
persons to produce evidence at the hearing. After the
hearing, the department shall determine the true and correct
appraisal and classification of the land or improvements and
notify the taxpayer of its determination. In the
notification, the department must state its reasons for
revising the classification or appraisal. When the proper
appraisal and classification have been determined, the land
shall be classified and the improvements appraised in the
manner ordered by the department.

(4) Whether a hearing as provided in subsection (3} is
held or not, the department or its agent may not adjust an
appraisal or classification upon taxpayer's objection
unless:

fa) the taxpayer has submitted his objection in
writing; and

{b) the department ot its agent has stated its reason

in writing for making the adjustment.
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{5) A taxpayer's written objection to a classification
or appraisal and the department's notification to the
taxpayer of its determination and the reason for that
determination are public records, Each county appraiser
shall make the records available for inspection during
regular office hours.

(6) If any property owner feels aggrieved at the
classification and/cr the appraisal made by the department,
he shall have the right to appeal to the county tax appeal
board and then to the state tax appeal board, whose findings
shall be Einal subject to the right of review in the courts.
The property owner may appeal the base year valuation and

the clasaification determination. A county tax appeal board

or the state tax appeal board may consider the acttual

selling price of the property, &md independent appraisals of

the property, AND OTHER RELEVANT INFORMATION PRESENTED BY

THE TAXPAYER as evidence of the market value of the

property. independent--appraisais--es--be--considered--bhy--—a

counby-—tax-—-ampeni-bosrd-or-the-stare-tax-appeai-board-must

be-performed-by-a-iticensed-appraiser-if--a--state--iicehaing

pregram-—is——in-——effect-—ap--the--time-cf-the-appeai- If the

county tax appeal board or the state tax appeal board

determines that an adjustment should be made, the department

shall adjust the base value of the property in_accordance

with the board's order. Phe-property-ownar—-may-—not--appeat

=24~ 8B 412
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the--yeariy--percentage-—-adjustments--that--are-speecified-in
$5-3-11i-and-that-may-be-nade——-as--a--resute--of--the--sates
assessment-ratio-studyr-the-stratumyr-or-area-designations—as
specified~-4n-35-F-331~
t7y-—-Fhe-——percentage——adjustments;-~-seratum;--and--area
designations-must-be-—-adepted--by--adninistrative——ruies~-An
annvat--hearing--must--be-—-hetd--to--accept-testinony-on-the
peresntage-adiustmentsy-stratumy-and-area-designations-—-Fhe
department-shati-present-ita-findings-and-the-proposed-rutes
ta-the-revenune-oversight-committees”
Saction B. section 15-7-111, MCA, is amended to read:
"15-7-111. Periodic revaluation of taxable property --
publiication-cf-sates-assessment-ratio-studies----- appeat--of
revatuations., 3y The department of revenue shall administer
and supervise a program for the revaluation of all taxable
property within the state at least every 5 3 years. A
comprehensive written reappraisal plan shall be promulgated
by the department. The reappraisal plan adopted shall
provide that all property in each county shall be revalued
at least every 5 3 years. The department shall furnish a
copy of the plan and all amendments to the plan to the board
of county commissioners in each county.
t24--Phe-new--valuves——determined--during-——a--revatuation
cyclte--must——be—-proevided-to-the-caxpayers-ac-the-epnd-ocf-the

revaiuation-cycte~but-may-not-be-ptaced--on--the—-tax——-roiis
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untii--1--year—-foliowing——the-completion-cf—the-revatuation
ecyctes

faf——h-taxpnyer-shaii—appeai—the*new—vaiue—én-advanee-ef
its-placement-on-the-eax-rotls-by-fiting-an-appeai--pursuant
to--15-15-102--befora-——the--frrac-—Monday-in-June-or—i5-days
after——receiving——notice--of--the—-new---vaination--—amountrs
whichever---is——iatery-—or——be--bharred——from--appeatring--for
untimeriness~-

f4+——Fof—the-ta:abie—yea!—beginning—&anuary—tr-iBQBT—ané
far—every-taxabie--year-—thereafeery——the—-department--shaii
conduct——a--stearified-—aates—-assessment-ratro-study-of-aii
residentiai--iand--end--improvementay--agrienviturai--—i-acre
homeaites---and———inprovenentsT--—and——eomnereiai--iand—-and
émprovements:—The-saies—aasessmene—eetée-baaed-—an-—propertr
sales--finatized-—and--recarded--by-no-iater—than-November—1
must-be-used-to-determine--appratsais--for--the--immediatety
succeeding-taw-years

+54--Fhe--study-required-in-subsection—{4}-must-be—based

tat--ecommaniy---accepted---statisticat---scandards---and
methedotogy s

thy-—a-statisticatry-vatid-sampie-of-satesy——using--data
from——reaiey-transfer-eertiféeates-éiied-éor—up—to—a—taxabie
years-priof—ta—ehe-year-—the——study—~ia——made1--baking—-iﬂtc

Accoune--the--dates—of-the-inctuded-sates-in-the-statiatical
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analystar-and
ftey-—the-assesaments-and-sates-far-areas-—-of-—-the--state
that--are--econctitcatiyy-~demegraphicatiyy—and-gqeographieatiy
simitar-in-erder-to-determine-the-——saies--assessment--ratics
for-a-specific-areas
t63--For~—purposes—-osf--esnducting-the-study-required-by
subsection-{t4yy-the-department--shali--partition--ehe—~setate
into--as--many-—as-i80-areas-for-restdentiat-property-and-as
nany-as-2g-areas-for-commerciat--property:r—-Fhe—-areas--muse
contain--statisticarty-suffictane-numbers-of -sates-and-be-as
economicatiy-and-demegraphicatiy-hocmoagenesus——as--reasonabiy
practicablex
t?3--Phe-department—shaii-use-the-foriowing-procedure-to
vatidate-sates-informations
taj--Department--seaff-—who--did--nokt-participate-in-the
determination-of -appraised-vaiues-are-required-to-review-the
sales--transactiens--——evidenced-—-by---a---reatty---teansfer
certificates—-Fhe--review——must-—ba-—conducted--ta-decermine
whether--each—~sate——nsed-—in-—the-—-seudy-—-was---a---vatidy
armis-tength-transactronr-onty-vatidy—armis-1engbh-sates-may
be-usad-in-the-saten-assessment-ratio-studys
tbi-——Phe--——sates--~-—information---—enteéred----in———=the
cenguter—assiated--—~appra§sai---—sy&tem—---is-—--cen:idered
confidentrat;—--as—--provided---in-—-15-7-388-~--Hewevery——the

deparement-shati-annuaiiy-pubitsh-a-—report-—-containing——the
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resglta--of-—aii-sales-assessment-ratio-studies—done-in-each
ef--the--areas-—described--in--suhsectton——¢6}r--Fhe--repord
containing-the-resnlts-of-the-study-must-be--made-——avaiiable
ta-the-publtic-by-regrest-os-by-genesral-disciosures
tey—-FPhe--~department---shati--exclude--from--the--sates
asssssment-ratia-study-any-parcels-in-which-the-improvenents
have-basn-remodetedr-reconscructedy-or—expanded-between——the
time-af-the-assesspent-and-the-time-of-the-sateas
t+dy=--Fhe--~department--shaii--exciuvde-—-sates-—-assessment
ratios-ef-itess-than-56%-or-greacer-than-268%<
$+834--tay-Fhe-department~-shati--have--equatized--property
vatunes--througheut-——the--state—-and--may--not—-make--further
adjustments———to—~--vaitves———under-——thig-—section--vhen--the
assessments-for-each-atratum-within-each-area-identified--in
subsection--{6y-——are—-reseated-to-bring-ati-ratios-to-common
vatue-i-and-when-the-sampie-sire-produces-a--standard--error
of-tess-than-5%c
tby--Hndee--the--method--described-in-subsection-{8}tayr
taxable-property-in-each-area--is--considered--revaltued--for
each--tax-yearr-based-en-the-resutes-of-the-sates-ansessment
ratio-study-and-the-adjustments-required-by—that-studys
tet--Asseaamenta-tn-an--area--are--considered--equaiired
under--subsection-{0¥ta)-if-the-ratio-for-the-area-ts-within
pius-or-minus-5%-of-common-vaiue—i-"

Section 9. section 15-10-412, MCA, is amended to read:

-28- SB 412
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"15-10-412. Property tax limited to 1986 levels ——
clarification -- extension to all property classes. Section
15-10-402 is interpreted and clarified as follows:

{1) The limitation to 1986 levels is extended to apply
to all classes of property described in Tikle 15, chapter 6,
part 1.

{2y The limitation on the amount of taxes levied is
interpreted to mean that, except as otherwise provided in
this section, the actual tax liability for an individual
property is capped at the dollar amount due in each taxing
unit Ffor the 1986 tax year, In tax years thereafter, the
property must be taxed in each taxing unit at the 1986 cap
or the product of the taxable value and mills levied,
whichever is less for each taxing unit, except in a taxing
unit that levied a tax in tax years 1983 through 1985 but
did not levy a tax in 1986, in which case the actual tax
liability for an individual property is capped at the dollar
amount due in that taxing unit for the 198% tax year.

(3) The limitation on the amount of taxes levied does
not mean that no further increase may be made in the total
taxable valuation of a taxing unit as a result of:

{a) annexation of real property and improvements into a
taxing unit;

(b) construction,

expansion, or remodeling of

improvements;
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(c) transfer of property into a taxing unit;

(d} subdivision of real property;

{e) reclassification of property;

(£) increases in the amount of production or the wvalue
of production for property described in 15-6-131 or
15-6-132;

{g) transfer of property from tax-exempt to taxable
status; or

{h) rewvaluations caused by:

{iy cyclical reappraisal; or

(ii) expansion, addition, replacement, or remodeling of
improvementsr—or;

tiy-—tnereases--in--preperty---valuation———pursuant---te
15-7-1i1¢4)-threugh-{tB8)-in-order—te-equatice-property-vaiues
annuatiys

(4) The 1limitation on the amount of taxes levied does
not mean that no further increase may be made in the taxable
valuation or in the actual tax liability on individual
property in each class as a result of:

fa) a revaluation caused by:

(i} construction, expansion, replacement, cor remodeling
of improvements that adds value to the property; or

(ii) cyclical reappraisal;

{b) transfer of property into a taxing unit;

(¢} reclassification of property:

-30- SB 412
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(d} Lincreases in the amount of production or the value
of production €£or property described in 15-6-131 or
15-6-132;

{e) annexation of the individual property into a new
taxing unit; or

(£) conversion of the individual property from
tax-exempt to taxable statusr-er.

tg¥-—itnereases——-in---property-—-vaiuation-—purananc——teo
35-7-1ti¢{4}-through-+8}-in-order—ts-equatire-property-valiues
annuatiys

(5) Property in classes four, twelve, and fourteen is
valued accotding to the procedures used in 1986, including
the designation of 1982 as the base year, until the
reappraisal cycle beginning January 1, 1986, is completed
and new valuations are placed on the tax rolls and a new
base year designated, if the property is:

(a) new construction:

(b) expanded, deleted, replaced, or remodeled
improvements;

{c} annexed property; or

{d) property converted from tax-exempt to taxable
status.

{6) Property described in subsections (5){a) through

{5)(d) that is not class four, class twelve, or class

fourteen property is valued according to the procedures used
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in 1986 but is alsoc subject to the dollar cap in‘each taxing
unit based on 1986 mills levied.

{7) The limitation on the amount of taxes, as clarified
in this gection, is intended to leave the property appraisal
and valuation methodelegy of the department of revenue
intact. Determinations of county classifications, salaries
of local government officers, and all other matters in which
total taxable valuation is an integral component are not
affected by 15-10-401 and 15-10-402 except for the use of
taxable valuation in fixing tax levies. In Ffixing tax
levies, the taxing units of local government may anticipate
the deficiency in revenues resulting from the tax
limitations in 15-10~401 and 15-10-402, while understanding
that regardless of the amount of mills levied, a taxpayer's
liability may not exceed the dollar amount due in each
taxing unit for the 1986 tax year unless:

(a) the taxing unit's taxable valuation decreases by 5%
or more from the 1986 tax year. If a taxing unit's taxable
valuation decreases by 5% or more from the 1986 tax year, it
may levy additiconal mills to compensate for the decreased
taxable valuation, but in no case may the mills levied
exceed a number calculated to equal the revenue from
property taxes for the 1986 tax year in that taxing unit.

{b) a levy authorized under Title 20 raised less

revenue in 1986 than was raised in either 1984 or 1985, in
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which case the taxing unit may, after approval by the voters
in the taxing unit, raise each year thereafter an additional
number of ﬁills but may not levy more revenueé than the
3-year average of revenue raised for that purpese during
1984, 1985, and 1986;

{c) a levy authorized in 50-2-111 that was made in 1586
was for less than the number of mills levied in either 1984
or 1985, in which case the taxing unit may. after approval
by the voters in the taxing unit, levy each year thereafter
an additional number of mills but may not levy more than the
3-year average number of mills levied for that purpose
during 1984, 198BS, and 1986.

(8) The limitation on the amount of taxes 1levied does
not apply to the following levy or special assessment
categories, whether or not they are based on commitments
made before or after approval of 15-10-401 and 15-10-402:

{a} rural improvement districts;

{b) special improvement districts;

(c) levies pledged for the repayment of bonded
indebtedness, including taxz increment bonds;

{d) city street maintenance distriets;

(e} tax increment financing districts;

(£} satisfaction of judgments against a taxing unit;

(g} street lighting assessments;

(h) revolving funds to support any categories specified

=33~ SB 412
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in this subsection (B});

{i} levies for economic development authorized pursuant
to 90-5-112(4); and

{3) elementary and high school districts.

(9) The limitation on the amount of taxes Ilevied does
not apply in a taxing unit if the voters in the taxing unit
approve an increase in tax liability following a resolution
of the governing body of the taxing unit containing:

(a) a finding that there are insufficient funds to
adequately operate the taxing unit as a result of 15-10-401
and 15-10-402;

{b} an explanation of the nature of the financial
emergency;

{c) an estimate of the amount of funding shortfall
expected by the taxing upit;

{@) a statement that applicable fund balances are or by
the end of the fiscal year will be depleted;

(e) a finding that there are no alternative sources of
revenue;

(f) a summary of the alternatives that the governing
body of the taxing unit has considered; and

{g) a statement of the need for the increased revenue
and how it will be used.

{10} (&) The limitation on the amount of taxes levied

does not apply to levies required to address the funding of

-34- SB 412



w &8 N o W N

[
w N = O

14
is
16
17
18
19
20
21
22
23
24
25

SB ¢412/02

relief of suffering of inhabitants caused by famine,
conflagration, or other public calamity.

{b) The limitation set Fforth in this chapter on the
amount of taxes levied does not apply to levies to support a
city-county board of health as provided in Title 50, chapter
2, if the governing bodies of the taxing units served by the
board of health determine, after a public hearing, that
public health programs require funds to ensure the public
health. A levy for the support of a local board of health
may not exceed the 5-mill limit established in S0-2-111.

{11) The 1limitation on the amount of taxes levied by a
taxing jurisdiction subject to a statutory maximum mill levy
does not prevent a taxing jurisdiction from increasing its
number of mills beyond the statutory maximum mill levy to
produce revenue equal to its 1986 revenue,

{12} The limitation on the amount of taxes levied does
not apply to a levy increase to repay taxes paid under

protest in accordance with 15-1~402."

NEW SECTION. SECTION 10. REPEALER. SECTIONS 15-7-132

AND 15-7-133, MCA, ARF REPEALED.

NEW SECTION. Section 11. Coordination instruction. If
House Bill No., 340 is passed and approved and if it includes
a section that amends 15—6—143,/then the amendments made by
(this act] to 15-6-143({1) through (5} are void and the

amendments made to 15-6-143(6) by [this act] are to be
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codified with the amendments made to 15+6~143 by House Bill
No. 340. |

NEW SECTION. Section 12. applicability dates. (1)
[Section 2] applies retroactively, within the meaning of
1-2-109, to property tax year 1991 and is applicable to
taxable years 1992 and 1993,

{2) [Secticns 6 through 9] apply to all taxable vyears
beginning after December 31, 1993,

(3) [Section 5] applies retroactively, within the
meaning of 1-2-109, to taxable years beginning after
December 31, 1990.

NEW SECTION. Section 13. Termination. (Sections 1 and

2] terminate December 31, 1993.
NEW_SECTION. Section 14. Effective datea. (1) Except

as provided in gubsection (2), [this act] is effective on
passage and approval.

[2) {[Sections 6 through 9 10] are effective danunary
JULY 1. %992 1993.

~End-
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HOUSE STANDING COMMITTEE REPORT

April 12, 1991
Page 1 of 1

Mr. Speaker: We, the committee on Taxation report that Senate

Bill 412 (third reading copy =~- blue) be concurred in as

amended .

Signed:
Dan Harrington,

Carried by: Rep. Driscoll

And, that such amendments read:
1. Page 15, lines 24 and 25.
Strike: "the percentage rate "P""
Insert: "4%"

2. Page 16, lines 2 through 25.
Strike: subsections (4) through (6) in their entirety

3. Page 35, line 24 through page 36, line 2.

Strike: " (1) through (5)"

Strike: "and the" on page 35, line 24 through "340" on page 36,
line 2

HOUSE
IS AN

781517SC.Hpd
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HOUSE COMMITTEE OF THE WHOLE AMENDMENT
Senate Bill 412
Representative Galvin

April 15, 1991 12:31 pn

Page 1 of :

Mr. Chairman: I move to amend Senate Bill 412 (third reading

copy -- blue).
€
Signed:

Representative Galvir

And, that such amendments to Senate Bill 412 read as follows:

1, Title, line 15.

Following: "REVIEW;"

Insert: ®TO REQUIRE THE DEPARTMENT OF REVENUE TO HOLD A PUBLIC
HEARING IF THE PERCENTAGE ADJUSTMENT IS GREATER THAN 10
PERCENT; TO REQUIRE THE COUNTY ASSESSOR TO PROVIDE
ADDITIONAL INFORMATION IF VALUATION OF PROPERTY INCREASES AS
A RESULT OF THE SALES ASSESSMENT RATIO STUDY; TO REQUIRE THF
BOARD OF COUNTY COMMISSIORERS TO APPOINT AN ADVISORY BOARD;™

2, Page 2, line 15,
Following: “(2) "
Insert: "(a)"

3, Page 2, line 23.
Following: line 22
Insert: "{b) If the valuation of the property described in
subsection {1} increased from the prior tax year, the notice
must include the following information:
{i) the valuation of the property in the prior tax
year; and
{ii) a statement showing the amount of taxes that
would be due on the property in the current tax year if the

property were subject to the same mill levies imposed in the
prior tax year.™

4. Page 6, line 25,
Following: “revaluationsg”
Insert: "-- public hearing”

5. Page 12, line 7.

Following: line 6

Ingsert: "{9%) If the results of the stratified sales assessment-
ratio study required under this section show an increase in
the percentage adjustment in excess of 10% in an area
designation, the department shall conduct a public hearing

‘ADOPTN\\
Lo SAF7. 3

REJECT 801231CW.HASF

april 15, 1991
Page 2 of 2

in that area designation to present information showing the
reasons for the increase.”

6., Page 35, line 21.

Following: line 20

Insert: "NEW SECTION. Section 11. Sales assessment advisory
board —= duties. (1) The board of county commissioners of
each county shall appoint a seven-member sales assessment
advisory board. The members of the board must be residents
of the county in which they serve. The menmbers of the board
must be appointed as follows:

{a) two members who are certified appraisers;

{b} two members who are realtors; and

{c) three members who are from the general public.

{2) The term of membership is 3 years.

{3) The adviscry board shall meet from time to time to
review the department of revenue's determination of area
designations, stratum, and percentage adjustments within the
county and to recommend to the department changes the board
considers necegsary regarding the determination of area
designations.™

Renumber: subseguent sections

HOUSE
SA 4
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SENATE BILL NO. 412
INTRODUCED BY CRIPPEN, DRISCOLL, BLAYLOCK, RYE, BENGTSON,
HAGER, KEATING, BURNETT, BRUSKI, WEEDING, DEVLIN, TVEIT,
YELLOWTAIL, T. NELSON, NATHE, H. HANSON, M. HANSON, TOWE,

Z00K, SCOTT, GILBERT, ELLIS, KELLER, FAGG, BECKER, FORRESTER,

SOUTHWORTH, MCCULLOCH, R. JOHNSON, L. NELSCN, KIMBERLEY, WHALEN,

RUSSELL, KILPATRICK, PECK, MCCAFFREE

BY REQUEST OF THE DEPARTMENT OF REVENUE

A BILL FOR AN ACT ENTITLED: "AN ACT TC PROVIDE FOR THE
EQUALIZATION OF RESIDENTIAL PROPERTY BY PROVIDING THAT
PROPERTY MEETING CERTAIN CONDITIONS WILL BE SUBJECT TO
REAPPRAISAL; TO PROVIDE THAT THE DEPARTMENT 'S SALES
ASSESSMENT AREA AND PERCENTAGE ADJUSTMENTS WILL BE SUBJECT

TO JUDICIAL REVIEW; TO REQUIRE THE DEPARTMENT OF REVENUE TO

HOLD A PUBLIC HEARING IF THE PERCENTAGE ADJUSTMENT IS

GREATER THAN 10 PERCENT; TO REQUIRE THE COUNTY ASSESSOR TO

PROVIDE ADDITIONAL INFORMATION IF VALUATION OF PROPERTY

INCREASES AS A RESULT OF THE SALES ASSESSMENT RATIO STUDY;

TO REQUIRE THE BOARD OF COUNTY COMMISSIONERS TO APPOINT AN

ADVISORY BOARD; TO PROVIDE THAT FOR TAX YEAR 1994 AND

THEREAFTER, SALES ASSESSMENT RATIO ADJUSTMENTS WILL BE
ELIMINATED AND ALL PROPERTY WILL BE REAPPRAISED EVERY 3
YEARS; AMENDING SECTIONS 15-1-101, 15-6-143, 15-7-102,

15-7-111, 15-7-201, AND 15-10-412, MCA, AND SECTION 10,
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CHAPTER 681, LAWS OF 198S; REPEALING SECTIONS 15-7-132 AND

15-7-133, MCA; AND PROVIDING EFFECTIVE DATES, APPLICABILITY

DATES, AND A PARTIAL TERMINATION DATE."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section 1. section 15-7-102, MCA, is amended to read:
"15-7-102. Notice of classification and appraisal to

owners -- appeals. (1) It shall be the duty of the

department of revenue, through its agent as specified in
subsection (2), to cause to be mailed to each owner and
purchaser under contract for deed a notice of the
classification of the land owned or being purchased by him
and the appraisal of the improvements on the land only if
one or more of the following changes pertaining to the land
or improvements have been made since the last notice:

(a) change in ownership;

{(b) change in classificatian;

(c) change in valuation; ar

{d) addition or subtraction of personal property
affixed to the land.

(2) (A) The county assessor shall assign each
assessment Lo the correct owner or purchaser under contract
for deed and mail the notice of classification and appraisal

on a standardized form, adopted by the department,

containing sufficient information in a comprehensible manner

. SB 412
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designed to fully inform the taxpayer as to the
classification and appraisal of his property and of changes
over the prior tax year.

(B) IF THE VALUATION (OF THE PROPERTY DESCRIBED IN

SUBSECTION (1) INCREASED FROM THE PRIOR TAX YEAR, THE NOTICE

MUST INCLUDE THE FOLLOWING INFORMATION:

(I) THE VALUATION OF THE PROPERTY IN THE PRIOR TAX

YEAR; AND

{II) A STATEMENT SHOWING THE AMOUNT OF TAXES THAT WOULD

BE DOE ON THE PROPERTY IN THE CURRENT TAX YEAR IF THE

PROPERTY WERE SUBRJECT TO THE SAME MILL LEVIES IMPOSED IN THE

PRIOR TAX YEAR.

(3) 1If the owner of any land and improvements 1is

dissatisfied with the appraisal as it reflects the market

value of the property as determined by the department or

with the classification of his land or improvements, he may
submit his objection in writing to the department's agent.

In an obijection to_the appraisal of the property, the

department may consider the actual selling price of the

roperty, and independent appraisals of the property, AND

OTHER RELEVANT INFORMATION PRESENTED BY THE TAXPAYER as

evidence of the market value of the property. iIndependent

appraisais—to——-pe——considered--by--the--department——must——he

performed--by--a--licensed--appraiser-~if--p-seate-iicensing

program-is--in--effect—-at--the--time--af-—the—-appeatr The
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department shall give reasonable notice to the taxpayer of
the time and place of hearing and hear any testimony or
other evidence that the taxpayer may desire to produce at
that time and afford the opportunity tc other interested
persons to produce evidence at the hearing. After the
hearing, the department shall determine the true and correct
appraisal and classification of the land or improvements and
notify the taxpayer of its determination. In the
notification, the department must state its reasons for
revising the classification or appraisal. When the proper
appraisal and classification have been determined, the land
shall be classified and the improvements appraised in the
manner ordered by the department.

{4) Whether a hearing as provided in subsectiom (3) is
held or not, the department or its agent may not adjust an
appraisal or classification upon taxpayer's objection
unless:

(a) the taxpayer has submitted his cbjection in
writing; and

(b) the department or its agent has stated its reason
in writing for making the adjustment.

(5} A taxpayecr's written objection to a c¢lassification
or appraisal and the department's notification Eto the
taxpaver of its determination and the reason for that

determination are public records. Each county appraiser
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shall make the records available for inspection during
reqular office hours.

(6) (a) If any property owner feels aggrieved at the
classification and/or the appraisal made by the department,
he shall have the right to appeal to the county tax appeal
board and then to the state tax appeal board, whose findings
shall be final subject to the right cf review in the courts.
The property owner may appeal the base year valuation and

the classification determination. A county tax appeal board

or the state tax appeal board may consider the actual

selling price of the property, and independent appraisals of

the property, AND OTHER RELEVANT INFORMATION PRESENTED BY

TBE TAXPAYER as_ evidence of the market value of the

property. iIndependent--appraisais--to--be--esenstdered—-by-a

eounty-tax-appeai-board-or-the-state-tax-appeai—--boardé--muat

be—-performed-—by--a-iticensed-appraiascr-if-a-state—ticensing

program—is-in-effeep-at-the-—time——of-—the—-appasl: If the

county tax appeal board or the state tax appeal board

determines that an adjustment should be made, the department

shall adjust the base value of the property in accordance

with the board's order. If any percentage adjustment

required by the sales asgessment ratjio study provided in

15-7-111 is applied to the base value, the valuation of the

property for the current year must be the same as_ the

board's determination of market value and the property must
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continue to be assessed in the area designated by the

department. Phe--property--owner--may-not-appeai-the-yearty
percentage-adjustments-that-are-specified--in--315-7#-t1+--and
that--may--be-made-as-a-resuit-of-the-zaies-assessment-ratio
studyr-the-stratumr-or-area--designations-—as—-speecified——in
+5-3-33k<

(b} If a property owner feelsgs aggrieved by either the

percentage adiustment or the area designation established by

the department pursuant to 15-7-111, he may, within 60 days

of the date the rules provided for in subsection (7) are

adopted to implement 15-7-111i{4)(b), file suit seeking a

declaratory judgment action to review the department's

determination of the percentage adjustment or area

designaticn.

{c) Vende—for-the-actisn-isa—the—first—+udiciat-districe

cof--bewis--and--€iark--Eouneys The district court shall

consclidate all such actions brought by property owners into

one proceeding. IF THE SUIT ENCOMPASSES MORE THAN ONE

JUDICIAL DISTRICT, THE VENUE FOR ACTION IS THE FIRST

JUDICTAL DISTRICT QF LEWIS AND CLARK COUNTY.

{d) During the pendency of the action, the court may

not restrain  or enjoin the department from implementing

either the percentage adjustments or area designations made

by the department, but the court may direct that the

increase in the property owner's tax be paid into the
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property tax protest fund of the county in which the

property is located. Upon final Sjudgment, the court may

order ALL OR a portion of the protested tax TO be refunded

to the property owner or such other remedy as the court

considers appropriate.

(7) The percentage adjustments, stratum, and area
designations must be adopted by administrative rule. An
annual hearing must be held to accept testimony on the
percentage adjustments, stratum, and area designations. The
department shall present its findings and the proposed rules
to the revenue oversight committee.”

Section 2. Section 15-7-111, MCA, is amended to read:

"15-7-111l. Periodic revaluaticn of taxable property -——
publication of sales asseasment ratio studies -- appeal of

revaluations -— PUBLIC HEARING. (1) The department of

revenue shall administer and supervise a program for the
revaluation of all taxable property within the state at
least every 5 vyears. A comprehensive written reappraisal
plan shall be promulgated by the department. The reappraisal
plan adopted shall provide that all property in each county
shall be revalued at least every 5 years. The department
shall furnish a copy of the plan and all amendments to the
plan to the board of county commissicners in each county.

(2) The new wvalues determined during a revaluation

cycle must be provided to the taxpayers at the end of the
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revaluation cycle but may not be placed on the tax rolls
until 1 year following the completion of the revaluation
cycle.

(3) A taxpayer shall appeal the new value in advance of
its placement on the tax rolls by filing an appeal pursuant
to 15-15-102 before the first Monday in June or 15 days
after receiving notice of the new wvaluation amount,
whichever is later, or be barred from appealing for
untimeliness.

{4) (&) For the taxable year beginning January 1, 1990,
and for every taxable year thereafter, the department shall
conduct a stratified sales assessment ratic study of all
residential land and improvements, agricultural I-acre
homesites and improvements, and commercial land and

improvements. Residential improvements include condominiums

but do not include mobile homes or housetrailers that are

not tarxed as an_ improvement as defined in 15-1-101. The

sales assessment ratio based on property sales finalized and
recorded by no later than November 1 must be wused to
determine appraisals for the immediately succeeding tax

year.

(b) (i) For tax vear 1991, if the result of the

stratified sales assessment ratio performed pursuant to

subsection (4)}(a) on residential property for tax year 1990

shows for any area an assessment level of less than 80%, the
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department shall perform a reappraisal of the residential

property in the area. The reappraisal must be perEormed

uging a computer-assisted mass appraisal system based on the

market approach to value, using comparable sales of similar

property., If insufficient sales are available for market

modeling, the department shall reappraise the property using

the cost approach to value,

(ii) For tax year 1992, if the result of the stratified

sales assessment ratic performed pursuant to subsegtion

(4){a) on residential property for tax year 1991 shows for

any area an assessment level of less than B0% or a

coefficient of dispergicon with respect to the value waighted

mean ratio of more than 20%, rounded tc the nearest 0.1%,

and an  adjustment multiplier of 1.0l or greater, the

department shall perform a reappraisal of the residential

property in_ the area. The reappraisal must be performed

using the game criteria provided in [4)(b}(i}.

{iii) For tax year 1993, if the result of the stratified

sales agsesament ratio performed pursuant to__ subsection

{4)ta) on residential property for tax year 1992 shows for

any area an--assessment—--ievei--cf--iess--than--88%--or--a

coefficient-af-dispersion-with-respect-teo-the-vatue-weighted

mnean-ratio-ef-mere-than—-28%7-rounded-to--the—-nearesk--8:1%5

and an adjustment mulciplier of 1.01 or greater, the

department shall perform a reappraisal of the residential
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property in the area., The reappraisal must be performed

using the same criteria provided in {4})(b){i}.

{iv) For those areas subject to reappraisal under the

provisicons of subsection {4){b)(i) for tax vyear 1952, the

department shall compare the stratified sales assessment

ratio performed in 1991 to the 1991 assessed value to

determine whether the area will be subject to further

appraisal. If that comparison of residential property shows

for the area a coefficient of dispersion with respect to the

value weighted mean ratic of more than 20%, rounded to the

nearest 0.1%, and an adjustment multiplier of 1.01 or

greater, the department shall reappraise the area., The

reappraisal must be performed using the same criteria

provided in (4)(b){i}).

{5) The study required in subsection (4) must be based
on:

{a) commonly accepted statistiecal standards and
methodology:

(b) a statistically walid sample of sales, using data
from realty transfer certificates filed for up to 3 taxable
years prior to the year the study is made, taking into
account the dates of the included sales in the statistical
analysis; and

fc} the assessments and sales for areas cf the state

that are economically, demographically, and geographically
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similar in order to determine the sales assessment ratios
for a specific area.

{6) For purposes of conducting the study required by
subsection (4), the department shall partition the state
into as many as 100 areas for residential property and as
many as 20 areas for commercial property. The areas must
contain statistically sufficient numbers of sales and be as
economically and demographically homogeneous as reasonably
practicable.,

{7) The department shall use the following procedure to
validate sales information:

{a) Department staff who did not participate in the
determination of appraised wvalues are required to review the
sales transactions evidenced by a realty transfer
certificate. The review must be conducted to determine
whether each sale used in the study was a valid,
arm’s-length transaction. Only wvalid, arm's-length sales may

be used in the sales assessment ratio study.

{b) The sales information entered in the
computer-assisted appraisal system is considered
confidential, as provided in 15-7-308. However, the

department shall annually publish a report containing the
results of all sales assessment ratio studies done in each
of the areas described in subsection (6). The report

containing the results of the study must be made available
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to the public by request or by general disclosure.

{c) The department shall exclude from the sales -
assessment ratio study any parcels in which the improvements
have been remodeled, reconstructed, or expanded between the
time of the assessment and the time of the sales.

(d} The department shall exclude sales assessment
ratios of less than 50% or greater than 200%.

[8) (a) The department shall have equalized property
values throughout the state and may not make further
adjustments to values under this section when the
assessments for each stratum within each area identified in
subsection (6) are rescaled to bring all ratios to within

plus or minus 5% of common value 1 and when the sample size

produces a standard error of less than 5%.

(b) Under the method described in subsection (8)(a),
taxable property in each area is considered revalued for
each tax year, based on the results of the sales assessment
ratio study and the adjustments required by that study.

(c) Assessments in an area are considered equalized
under subsection (8)(a) if the ratio for the area is within
plus or minus 5% of common value 1.

{9) IF THE RESULTS OF THE STRATIFIED SALES ASSESSMENT

RATIO STUDY REQUIRED UNDER THIS -SECTTON SHOW AN INCREASE IN

THE PERCENTAGE ADJUSTMENT IN EXCESS OF 364 1IN AN AREA

DESIGNATION, THE DEPARTMENT SHALL CONDUCT A PUBLIC HEARING

-12- SB 412
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IN THAT ARER DESIGNATION TQ PRESENT INFORMATION SHOWING THE

REASONS FOR _THE INCREASE,

Section 3. sSection 15-7-201, MCA, is amended to read:

"15-7-201. (Applicable to $99% 1993 1land valuation
schedules) Legislative intent -- value of agricultural
property. (1) Since the market value of many agricultural
properties is based upon speculative purchases which do not
reflect the productive capability of agricultural land, it
is the legislative intent that bona fide agricultural
properties shall be classified and assessed at a value that
is exclusive of values attributed to wurban influences or
speculative purposes.

(2) Agricultural 1land shall be classified accerding to
its use, which classifications shall include but not be
limited to irrigated use, nonirrigated use, and grazing use.

{3} Within each class, land shall be assessed at a
value that is fairly based on its productive capacity.

(4) In computing the agricultural land valuation
schedules to take effect on JFanmuary-1;-199i;-or-en the date
that the revaluation cycle commencing January 2, 1986, takes

effect pursuant to 15~7-1117 and, thereafter, upon the

effective date when each revaluation cycle takes effect, the

depar tment of revenue shall determine the productive
capacity value of all agricultural lands using the Eormula

vV = I/R where:
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ta) V is the per-acre productive capacity value of
agricultural land in each land use and production category:

{b) I is the per-acre net income of agricultural land
in each land use and production category and is to be
determined by the department using the formula I = (P - C) U
where:

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

{ii}) P is the per-unit price of the commodity being
produced;

(iii) € is the per-unit production cost of the commodity
being produced; and

[iv) U is the yield in units per acre; and

(c) R is the capitalization rate to be determined by
the department as provided in subsection (9).

{(5) Net income shall be:

t{a) calculated for each year of a base period, which is
the most recent 3-year period for which data are available,
prior to a revaluation of property as provided in 15-7-111;
and

(b) based on commeodity price and production cost data
for the base period from guch sources as may be considered
appropriate by the department, which sources shall include
Montana state university.

te) To the degree available, tne department shall

compile:

—14- 3B 412
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{a) commodity price data reflecting the average prices
received per unit of measure by Montana farmers and
ranchers. Such data may be obtained from all gecgraphical
areas of the state. Commodity prices may include wheat,
barley, alfalfa hay, grass hay, corn for grain, corm for
silage, sugar beets, dry beans, potatces, cattle, and sheep.
Government paymencs may be considered. Typical rental
arrangements may be considered.

(b) production cost data reflecting average costs per
unit of measure paid by Montana farmers and ranchers. Such
data may be obtained from all geographical areas of the
state. Such production costs may include costs relating to
irrigation, fertilization, fuel, seed, weed control, hired
labnr, management, insurance, repairs and maintenance, and
miscellaneous items. Variations in specific production cost
data, when affected by different levels of preoduction, and
typical rental arrangements may be considered.

{7} The department shall appoint an advisory committee
of persons knowledgeable in agriculture and agricultural
economics to review the data prepared by Montana state
university and advise the department on the implementation
of subsections {2) through (6). The advisory committee shall
include one member of the Montana state university staff.

(8) Net income shall be determined separately for lands

in irrigated use, nonirrigated use, and grazing use and
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shall be calculated for each use and production level
according to the provisions of subsections {(4) through (7).

(9) The capitalization rate shall 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 in Montana.

(10) The effective tax rate shall be calculated by the
department for each year of the base pericd by dividing the
total estimated tax due on agricultural land in the state by
the total productive capacity value of agricultural land in
the state.”

Section 4. section 15-6-143, MCA, is amended to read:

"15-6-143. <{Temperaryj}--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 preoducing timber that can
be harvested in commercial quantity.

(3) Class thirteen property is taxed at the-pereentage
rate-4P% 4% of the combined appraised value of the standing
timber and grazing productivity of the property.

t4y--Fer--carabie--years-beginning-Januvary-k7-1986 139345
and-therveafter;-the-taxable-persantage~rate--4pi--—appttecabie

to--ciass——-thirteen--property——1r3~--38%/B;—-where--B--t2-—the

~16- 5B 412
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careified--skatevwide-percentage-increase-to-be-determined-by
the-department-ef-revenue-as-provided-in-subsectien-+5ys--Fhe
taxable-percentage-rake-tpl-shalii-be-rounded-downward-to-the
nearest-8:-01%-and-shati--be--catcutated-—-by--the—-department
before-duty-17-1986 1394~

t5)--tay-Prior—-to——duky--¥;--1986 19947 the-department
shati-determine-the-certified-statewide-percentage-—inerease
for—-elass-—thirteen—-property--using--the--formuta-B-=-¥;¥;
wherer

tiy-—R-is-ehe-appratsed-vatue,—as—-of-—Jannary-—-iy--1986
13947--of-—att--property-in-the-states-exciuding-nae-changes
escenrring-during-the-preceding-yeary—ciassified-under-—-cians
thirteen—as—ciass—thirteen-is-described-in-this-sectionr—and

tit}-¥--ia--eche——appraised--vaiuer-as-of-Sanuary-17-+9685
19937-0f-ail-preperty-—in-the-seate-that;-as—-ecf--danvary-——iy
13867--wontd--be—-ciassified-—under-—cltass-thirceen-as—ciass

thirteen-ta-deseribed-in-this-—section as-ie-reads-in—-1593+

thy--B-shaii-be-rounded-dewnward-to-the-neareat-8-60081%+

6y —After-July-1;-1986 19947-ne-adiustment-may-be--made
By-the-department-to—the-taxabis-percentage-race-"pFl-uneii-a
vatuarion-has-been-made-as-provided-in-15-7-1ti--tFerminates
Fanunary-t7-1391--sees-107-Ehs-68t7-b7-198573"

Section B. Section 10, Chapter 681, Laws of 1985, is
amended to read:

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

seetions-2-ehrough-47 [SECTION 1] terminates January 1,

1991."

Section 6. 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 Magricultural" refers to the raising of
livestock, poulkry, 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.

{¢} 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}.

(i1} The following types of property are not commercial:

~18- SB 412
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{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 preoperty that
has similar wuse, Eunction, 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
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attached rto 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.
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.

(i) The term “"mobile home" means forms of housing known
as "trailers", "housetrailers", or "trailer ccaches"
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 B8 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 feathaers.
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(m) The term ‘“"preoperty" 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 corperation when
the property of such company or corpeoration 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 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 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 nmature into practical application for experimental
and demonstraticon purposes, 1including the experimental
production and testing of models, devices, eguipment,

materials, and processes.
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(p) The term "taxable value" means the percentage of
market or assessed value as provided for in Title 15,
chapter 6, part 1.

tqy——Fhe-term-iyaighted-mean-assessment-raticl-means—the
totat-of-the-assessed-valiuvea-divided-by--the—-totai--of-~the
seiiing-prices-sf-aii-area-saltes—in-the-seratums

{2) The phrase "municipal corporacion"” or
"municipality” or "taxing unit" shall be deemed to include a
county, city, incorporated town, township, school districe,
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 7. Section 15-7-102, MCA, is amended to read:

"15~-7-102. Notice of classification and appraisal to
owners -— appeals. (1) It shall be the duty of the
department of revenue, through its agent as specified in
subsection {2), to cause to be mailed to each owner and
purchaser under contract for deed a notice of the
classification of the land owned or being purchased by him
and the appraisal of the improvements on the land only if
one or more of the following changes pertaining to the land
or improvements have been made since the last notice:

{(a}) change in cwnership;
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{b) change in classification;

(c) change in valuation; or

(d) addition or subtraction of personal property
affixed to the land.

(2) The county assessar shall assign each assessment to
the correct owner or purchaser under contract for deed and
mail the notice of «classification and appraisal on a
standardized form, adopted by the department, containing
sufficient information in a comprehensible manner designed
to fully inform the taxpayer as to the classification and
appraisal of his property and of changes over the pricr tax
year.

(3) If the owner of any land and improvements is

dissatisftied with the appraisal as it reflects the market

value of the property as determined by the department or

with the classification of his land or improvements, he may
submit his objection in writing to the department's agent.

In an objection to the appraisal of the property, the

department may consider the actual selling price of the

property, and independent appraisals of the property, AND

OTHER RELEVANT INFORMATION PRESENTED BY THE TAXPAYER as

evidence of the market value of the property. Independent

appratsals--to--be--considered--bhy-——the--department——must—he

performed-by-a--lieansed--appraiser——if-—-a--state—-licensing

program——is-—-in--effect--abt-—the--time—-of--the--appeats The
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department shall give reascnable notice to the taxpayer cof
the time and place of hearing and hear any testimony or
other evidence that the taxpayer may desire to produce at
that time and afford the opportunity to other interested
persons to produce evidence at the hearing. After the
hearing, the department shall determine the true and correct
appraisal and classification of the land or improvements and
notify the taxpayer of its determination. In the
notification, the departmeat must state its reasons Ffor
revising the classification or appraisal. When the proper
appraisal and classification have been determined, the land
shall be classified and the improvements appraised in the
manner ordered by the department.

(4) Whether a hearing as provided in subsection (3) |is
held or not, the department or its agent may not adjust an
appraisal or classification upon taxpayer's objection
unless:

(a} the taxpayer has submitted his objection in
writing; and

[b) the department or its agent has stated 1ts reason
in writing for making the adjustment.

{5) A taxpayer's written objection to a classification
or appraisal and the department’'s notification te the
taxpayer of its determination and the reason for that

determination are public records. Each county appraiser
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shall make the records available for inspection during
reqular office hours.

(6) If any property owner feels aggrieved at the
classification and/or the appraisal made by the department,
he shall have the right to appeal to the county tax appeal
board and then to the state tax appeal board, whose findings
shall be final subject to the right of review in the courts.
The property owner may appeal the base year wvaluation and

the classification determination. A county tax appeal board

or the sState tax appeal board may congider the actual

selling price of the property, and independent appraisals of

the property, AND OTHER RELEVANT INFORMATION PRESENTED BY

THE TAXPAYER as evidence of the market value of the

property. independent--appraisais--to-—be--considered--by-a

eounty-tax-appeat-board-or-the-state-tax-appeai--beard-—must

be--perfermed--by--a-licensed-appraiser—if-a-state-licensing

program—is-in-effect-at-the--time-—-af--the-—appears If the

county tax appeal board or the state tax appeal bcard

determines that an adjustment should be made, the department

shall adjust the base value of the property in accordance

with the board's order. Fhe-property-swner-may-not-appest
the-yearty-percentage--adjustments-~that--are--specified-——in
15-3-1ti--and--that--may--be-~made--as-a-resutt-of-the-anies
assessment-ratto-studys-the-stratumy-or~area-designations-as

specified-in-15-F-11i<
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f?}*—The--pereentage——adjustmehesT--aezatumv-—and——-afea
designations-—must--be—-adopted--by--adminiserative-rutes-An
annuai-hearing-must-be--heid-—te-—accept-—testimony--on-—the
percentage--adjustments;-seratumy-and-area-designacions-The
department-ahat¥-present—its-findings-and-che-proposed-rutes
to-the-revenune-sveraight-committees"”

Section 8. Section 15-7-111, MCA, is amended to read:

"i5-7-111. Periodic revaluation of taxable property -—-
pubiication--ef-~sntea-asseassment-ratio-studies----appeai-of
reyaluations. €3} The department of revenue shall administer
and supervise a program for the revaluation of all taxable
property within the state at least every S 1 years. A
comprehensive written reappraisal plan shall be promulgated
by the department. The reappraisal plan adopted shall
provide that all property in each county shall be revalued
at least every 5 3 years. The department shall furnish a
copy ¢f the plan and all amendments to the plan to the board
of county commissioners in each county.

t25——-Fhe--new--vaines——deatermined--during--a-revaluation
cycie-must-be-provided-to-the-taxpayers-ac-the--end--of--the
revalnatien--cycie-—but--may-—-not-be-ptaced-on-the-tax-rotis
uneit-t-year-fottowing-the--compiecion--of--the--revatuation
cyctes

t3y~-A-taxpayer-shati-appeat-the-new-vatne-in-advance-ef

tts--placement-an-the-tax-retis-by-firing-an-appeat-pursuant
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to-15-15-182-before-the-first-Monday--in~--gune-—or--15--days
after---receiving--—netice-—-of-—-the--new--vaiuation-—amounty
whichever—--is--tater;--or--be--barred--£rom--appeating---for
uneimelinesss

t4y~~FPor-the-taxabte-year-baginning-deanuary~-ty-19987-and
for--every--taxabie--year—-thereafter;——the-department-shati
conduct-a-stratified-sates-assessment--ratio--study--of--ai
restdential---tand—-and-—impravementsr--—agricutturai--i-acre
hemesites—-and-—improvements;--—and---commereciai-—-tand---and
improvementa:-—-FPha--astes-assessment-ratic-based-on-proparey
sates-finatized-and-recorded-by-no—-tater——than--November-~%
must--be--used--to--determine-appratsats-for-the-immedintety
sueceeding-tan-years

t54--Fhe-stedy-required-in-subsection-t4y-must-be-—based

ta}-—-commenlty-——accepted---atatisticai—~——standarda---and
methodotogys

thy-—a—~-ataristicatiy--vatid-sampie-af-sates;-using-data
Erom-reatty-transfer-certificates-fiied-for-up-te-3--taxabie
years-—prier--te--the--year--the--stndy-ts-—mades-taking-ints
acconnt-the-dates-of-the-inciuded-saltes-in--the—-—statistical
anatysis;-and

ftey-—-the--assessments--znd--sates-for-areas-cf-the-state
that-are-peconomicatiy;—demographicatiyr--and--geographicaity

atmitar--itn--order——to-determine-the-saiss-assegsment-ratios
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far-a-specific-arens
$64--Per-purpeses—sf-conducting-the-—atudy--required--by
subsection--{4}y--the--department--shall-partition-—the-state
into-as-many-as-186-areas-for-residentiat--preperty--and--as
many--as--28--areas--for-commerciai-propertys—Fhe-areas-must
eontain-statisticariy-sufficient-numbers-cf-sates-and-be-—-as
economicatiy--and-—demographicaity-homogeneous-as-reasonably
practicables
t?y-—Fhe-department-shati-vse-the-fortowing—procedure-to
vatidate-sates-informations
ta}--Bepartment-staff-who-did~-not--participate-—-in-—the
determinatien-cf-appraised-vaines-are-requived-co-review-the
sates---transactions---evidenced--~by-——-a-—-reatty--transfer
cartificate:-Phe -review--musr——pe--conducted-—to--determine
whether---sach---sate---used--in--the--study--was--a--vaktidr
arn*s—iengeh-transaetionr*eniy-vaiédr-arm*s—iengeh—sa}es-may

be-used-in-the-saies-assessment-ratico-atudys

tby—-Phe—---sates—---infermatien----entered-———in----the
computer—-assisted-——-appraisai----system----i3-—-—considered
confidential;——as——provided--in---15-3-388---—However;-——the

department--shati-—annuaiiy--pubiish-a-report-containing-the
resuita-of-all-sales-assessment-ratio-studies-done--in--each
of-—the--areas——described--in--subssction--{6¥ys--Fhe--report
containing--the-—resuits-of-the-study-muse-be-made-availabie

to-the-pubtic—by-request-or-by-generai-disciosures
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of production for property described in 15-6-131 or
15-6-132;

{g} transfer of property £from tax-exempt to taxable
status; or

(h} revaluations caused by:

{i) cyclical reappraisal; or

(ii) expansion, addition, replacement, or remodeling of
improvements+-or,

tiy-—-ineveases--—-in---property-—--vatuatien-—pursuant--to
15-7-11it4)-through-t83—in-order-ta-equatize-property-—values
annuatiys

(4) The limitation on the amount of taxes levied does
not mean that no further increase may be made in the taxable
valuation or in the actual tax liability on individual
property in each class as a result of:

[a) a revaluation caused by:

(i) construction, expansion, replacement, or remodeling
of improvements that adds value to the property; or

{ii) cyclical reappraisal;

{b) transfer of property into a taxing unit;

(c} reclassification of property;

(d) increases in the amount of production or the value
of production for property described in 15-6-131 or
15-6-132;

{e) annexation of the individual property intc a new
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taxing unit; or

{f} conversion of the individual property from
tax-exempt to taxable statussy-or.

tg}--itncreases--in—-property---vatuation-—-pursuant---to
15-3-113{4y-through-{85-in-order-to-equatize-property-values
annuatltys

(5} Property in classes four, twelve, and fourteen is
valued according to the procedures used in 1986, including
the designation of 1982 as the base year, until the
reappraisal cycle beginning January 1, 1986, is completed
and new valuations are placed on the tax rolls and a new
base year designated, if the property is:

{a) new construction;

(b} expanded, deleted, replaced, ar remodeled
improvements;

{c) annexed property; or

{d) property converted from tax-exempt to taxable
status.

(6} Property described in subsections (5)(a) through
(5)(d) that is not class four, class twelve, or class
fourteen property is valued according to the procedures used
in 1986 but is also subject to the dollar cap in esach taxing
unit based on 1986 mills levied.

{7) The limitation on the amount of taxes, as clarified

in this section, is intended to leave the property appraisal
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tey--Fhe--department-—-shati--exctnde-——-from——-the-——-aantes
assessmenk-ratieo-study-any-parceis-in-which-the-improvements
have—-been-remodeieds-reconatructedr-or-expanded-between-the
time-of-the-assessmenrt-and-the-time-sf-chs-saten:
t4y--Phe-—department--shati--exctode--saties---assessment
ratios-of-tess-chan-584-er-greater-chan-200%c
+8y--fa}~Fhe--department--shati--have-equaiized-propertey
vaitves--throughout-—the--stake-—-and--may--not—-maké--further
adiustmants--ece~--vaitnes--under---this---section---when--—che
assessments--for-each-stratum-within-each-area-identified-in
spybsection-ftEy-are-rescalted-co-bring-ati--ratios-—to-—common
valne--i--and-when-the-sampie-size-praduces-a-standard-errer
cf-tess-than—5%7
tb}——tnder—phe-pethod-desaribed--in-—-subsection-~t8ytadr
taxable—-property--in-—each--area-ts-considered-revaiuned-£for
each-tax-yearr—based-on—the-resunits-of-the-saten--assesament
ratie-study-and-the-adjustments-required-by-that-study-
tey--Assessments—-in-——an--area--are-considered-egquaiized
under-subsection-t83tay-tf-the-ratio-for—the-area-ta——within
pius-or-minus-Sh-of-common-vaiune-3:"
Section 9. section 15-10-412, MCA, is amended to read:
"15-10-412. Property tax limited to 1986 1levels --
clarification -- extension to all property clasges. Section
15~10-402 is interpreted and clarified as follows:

(1) The limitation to 1986 levels is extended to apply
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to all classes of property described in Title 15, chapter 6,
part 1.

{(2) The limjtation on the amount of taxes levied Iis
interpreted to mean that, except as otherwise provided in
this section, the actual tax 1liability for an individual
property is capped at the dollar amount due in each taxinag
unit for the 1986 tax year. In tax years thereafter, the
property must be taxed in each taxing unit at the 1986 cap
or the product of the taxable value and mills levied,
whichever 1s 1less for each taxing unit, except in a taxing
unit that levied a tax in tax years 1983 through 1985 but
did not 1levy a tax in 1986, in which case the actual tax
liability for an individual property is capped at the dollar
amount due in that taxing unit for the 1985 tax year.

{3} The limitation on the amount of taxes levied does
not mean that no further increase may be made in the total
taxable valuation of a taxing unit as a result of:

{a} annexation of real property and improvements intc a
taxing unit;

{b)} construction, expansion, or remodeling of
improvements;

{c) transfer of property into a taxing unit;

(d} subdivision of real property;

(e} reclassification of property;

(£) increases in the amount of production or the value
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and valuation methodology of the department of revenue
intact. Determinations of county classifications, salaries
of local government officers, and all other matters in which
total taxable wvaluation is an integral component are not
affected by 15-10-401 and 15-10-402 except for the use of
taxable wvaluation in fixing tax levies. In fixing tax
lavies, the taxing units of local government may anticipate
the deficiency in revenues resulting from the tax
limitations in 15-10-401 and 15-10-402, while understanding
that regardless of the amount of mills levied, a taxpayer's
liability may not exceed the dollar amount due in each
taxing unit for the 1986 tax year unless:

(a) the taxing unit's taxable valuation decreases by 5%
or more from the 1986 tax year. If a taxing unit's taxable
valuation decreases by S% or mere from the 1986 tax year, it
may levy additional mills to compensate for the decreased
taxable wvaluation, but in no case may the mills levied
exceed a number calculated to equal the revenue from
property taxes for the 1986 tax year in that taxing unit.

{b) a levy authorized under Title 20 raised less
revenue in 1986 than was raised in either 1984 or 1985, in
which case the taxing unit may, after approval by the voters
in the taxing unit, raise each year thereafter an additional
number of mills but may not levy more revenue than the

3-year average of revenue raised for that purpose during
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1984, 1985, and 1986

(c) a lewvy authorized in 50-2-111 that was made in 19B6
was for less than the number of mills levied in either 1984
or 1985, in which case the taxing unit may, after approval
by the voters in the taxing unit, levy each year thereafter
an additional number of mills but may not levy more than the
3-year average number of mills levied for that purpose
during 1984, 1985, and 198B6.

{8) The 1limitation on the amount of taxes levied does
not apply to the following levy or special assessment
categories, whether or not they are based on commitments
made before or after approval of 15-10-401 and 15-10-402:

(a) rural improvement districts;

{(b) special improvement districts;

(¢) levies pledged for the repayment of bonded
indebtedness, including tax increment bonds;

(d) city street maintenance districts;

{e) tax increment financing districts;

{f) satisfaction of judgments against a taxing unit;

{g) street lighting assessments:

{h) revelving funds to support any categories specified
in this subsection (8);

(1} levies for economic development authorized pursuant
to 90-5-112¢(4); and

(i) elementary and high school districts.
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{9) The limitation on the amount of taxes levied does
not apply in a taxing unit if the voters in the taxing unit
approve an increase in tax liability following a resolution
of the governing bedy of the taxing unit containing:

{a) a finding that there are insufficient funds ¢to
adequately operate the taxing unit as a result of 15-10-401
and 15-10-402;

{b) an explanation of the nature of the financial
emergency;

{c) an estimate of the amount of Eunding shortfall
expected by the taxing unit;

{d} a statement that applicable fund balances are or by
the end of the fiscal year will be depleted;

{e) a finding that there are no alternative sources of
revenue;

(£} a summary of the alternatives that the governing
body of the taxing unit has considered; and

{(g) a statement of the need for the increased revenue
and how it will be used.

{10) {a) The 1limitation on the amount of taxes levied
does not apply to levies required to address the funding of
relief of suffering of inhabitants caused by Eamine,
conflagration, or other public calamity.

{b) The limitation set forth in this chapter on the

amount of taxes levied does not apply to levies to support a
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city-county board of health as provided in Title 50, chapter
2, if the governing bodies of the taxing units gserved by the
board of health determine, after a public hearing, that
public health programs require funds to ensure the public
health. A levy for the support of a local board of health
may nok exceed the 5-mill limit established in 50~2-111.

{11) The limitation on the amount cf taxes levied by a
taxing jurisdiction subject to a statutory maximum mill levy
does not prevent a taxing jurisdiction from increasing its
number of mills beyond the statutory maximum mill levy to
produce revenue equal to its 1986 revenue.

{12) The 1limitation on the amount of taxes levied does
not apply to a levy increase to repay taxes paid under

provest in accordance with 15-1-402."

NEW SEcTION. SECTION 10. REPEALER. SECTIONS 15-7-132

AND 15-7-133, MCA, ARE REPEALED,

ugw section. SECTION 11. SaALES  ASSESSMENT  ADVISCRY

BOARD -- DUTIES. (1) THE BOARD OF COUNTY COMMISSIONERS OF

EACH COUNTY SHALL APPOINT A SEVEN-MEMBER SALES ASSESSMENT

ADVISORY BOARD, THE MEMBERS OF THE BOARD MUST BE RESIDENTS

OF THE COUNTY IN WHICH THEY SERVE. THE MEMBERS OF THE BOARD

MUST BE APPOINTED AS FOLLOWS:

(A) TWC MEMBERS WHO ARE CERTIFIED APPRAISERS:

(B) TWO MEMBERS WHO ARE REALTORS; AND

{C) THREE MEMBERS WHO ARE FROM THE GENERAL PUBLIC.
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(2) THE TERM OF MEMBERSHIP IS 3 YEARS.

{3) THE ADVISORY BOARD SHALL MEET FROM TIME TO TIME TO

REVIEW THE DEPARTMENT OF REVENUE'S DETERMINATION QOF AREA

DESIGNATIONS, STRATUM, AND PERCENTAGE ADJUSTMENTS WITHIR THE

COUNTY AND TO RECOMMEND TO THE DEPARTMENT CHANGES THE BOARD

CONSIDERS NECESSARY REGARDING THE DETERMINATION OF AREA

DESIGNATIONS.

NEW SECTION. Section 12. Coordination instructioa. If
House Bill No. 340 is passed and approved and if it includes
a section that amends 15-6-143, then the amendments made by
{this act] to 15-6-143tiy--threngh--t5% are void and-the
amendments-made-to-15-6-143(6)--hy-—tthis--geri~-are-—-te--be
codified--with-the-amendments-made-to-15-6-143-by-House-Biii
Hes-340.

NEW SECTION. Section 13. Applicability dates. (1)
[Section 2] applies retrcactively, within the meaning of
1-2-109, to property tax year 1991 and is applicable to
taxable years 1992 and 1993.

{2} (Sections & through 9] apply to all taxable years
beginning after December 31, 1993.

(3) [Section 5] applies retroactively, within the
meaning of 1-2-109, to taxable years beginning after
December 31, 19990.

KEW SECTION. Section 14, fTermination. [Sections 1 and

2} terminate December 31, 1993.
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NEW SECTION. Section 15. Effective dates. (1} Except
as provided in subsection (2), [this act] is effective on
passage and approval.

{2) [Sections 6 through 9 10} are effective damusaecy

JULY 1, 992 1393.

-End-
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